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LETTER  OF  TRANSMITTAL 

January  2,  1959 
President  of  the  Senate 
Senate  Chamber,  State  Capitol 
Sacramento,  California 

Mr.  President:  This  committee  was  created  by  Senate  Resolution  No. 
142  of  the  1957  Session  of  the  Legislature,  and  was  directed  to  study 
and  analyze  all  facts  relating  to  the  rulemaking  powers  of  state  admin- 
istrative agencies  and  to  study  and  analyze  all  facts  relating  to  admin- 
istrative adjudication,  and  to  report  its  findings  and  recommendations 
thereon  to  the  1959  Session  of  the  I;egislature. 

There  is  attached  hereto,  said  report,  covering  the  activities,  findings, 
and  recommendations  of  the  committee  and  this  report  should  be  con- 
sidered the  final  report  of  the  committee  as  constituted  by  the  1957 
Legislature. 

Respectfully  submitted, 

F.  Presley  Abshire 
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REPORT  OF  THE  SENATE  INTERIM  COMMITTEE  ON 

ADMINISTRATIVE  REGULATIONS 

AND  ADJUDICATIONS 

CREATION  OF  THE  COMMITTEE 

The  1957  Legislature  created  the  Senate  Interim  Committee  on  Ad- 
ministrative Regulations  and  Adjudications  (Senate  Resolution  No. 
142)  and  directed  it  to  study  and  anaylze  "all  facts  relating  to  the 
administrative,  adjudicating,  rulemaking  and  other  functions  and 
powers  of  state  administrative  agencies  and  the  exercise  thereof,  includ- 
ing but  not  limited  to  the  adequacy  of  the  expression  of  legislative 
standards  defining  such  powers  and  functions  and  the  need  for  and  the 
nature  and  extent  of  statutory  procedures  governing  the  exercise  of 
such  functions  and  powers  and  the  giving  of  notice  with  respect  to  pro- 
posed rules  or  action  as  well  as  rules  and  action  adopted  or  taken,  in- 
cluding but  not  limited  to  the  operation,  effect,  administration,  enforce- 
ment and  needed  revision  of  any  and  all  laws  in  any  way  bearing  upon 
or  relating  to  the  subject  of  such  resolution,  and  to  report  thereon  to 
the  Senate,  including  in  the  reports  its  recommendations  for  appro- 
priate legislation. ' ' 

The  committee  as  created  in  1957  did  in  fact  continue  the  studies  and 
work  of  similar  committees  created  by  the  Senate  in  1951,  1953,  and 
1955,  which  had  similar  powers  and  purposes  and  which  had  made  four 
reports  to  the  Legislature,  "Preliminary  and  Partial  Report  of  the 
Senate  Interim  Committee  on  Administrative  Regulations,"  March  24, 
1952,  "Second  Preliminary  and  Partial  Report  of  the  Senate  Interim 
Committee  on  Administrative  Regulations,"  April  9,  1953,  "First  Re- 
port of  the  Senate  Interim  Committee  on  Administrative  Regulations 
to  the  1955  Legislature  of  the  State  of  California,"  March,  1955,  and 
the  "First  Report  of  the  Senate  Interim  Committee  on  Administrative 
Regulations  and  Adjudications  to  the  1957  Session  of  the  California 
Legislature,"  June  3,  1957. 

This  committee,  in  the  interim  between  the  1957  and  1959  Legisla- 
tures in  fact  continued  the  studies  of  the  previous  similar  committees 
and  expanded  their  fields  of  investigations  into  the  subjects  previously 
studied.  For  purposes  of  this  report,  it  is  deemed  advantageous  to  re- 
view the  recommendations  of  the  previous  committees. 
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REPORT  OF  MARCH  24,   1952 

CONCLUSION 

'  *  The  examples  which  are  cited  in  this  report  seem  to  us  to  be  samples 
of  the  improper  exercise  of  quasi-legislative  powers  by  state  adminis- 
trative agencies.  Certainly  they  are  samples  of  the  fact  that  at  least 
some  state  administrative  agencies  ignore  the  policy  of  the  Legislature 
and  through  rules  and  regulations  actually  enact  laws  that  the  Legisla- 
ture has  refused  to  enact. 

"We  believe  that  the  examples  of  the  exercise  of  the  rulemaking 
power  which  we  have  cited  are  convincing  proof  of  the  fact  that  this 
committee  should  go  more  thoroughly  into  the  subject  which  we  have 
been  created  to  investigate.  In  order  that  this  can  be  done,  it  will  be 
necessary  to  augment  the  funds  needed  for  our  work.  We  are  convinced 
that  if  this  is  done  we  can  take  a  substantial  step  toward  the  solution 
of  the  problem  involved. 

"It  is  therefore  our  recommendation  that  further  funds  be  granted 
at  the  budget  session  so  that  w^e  may  complete  the  work  assigned  to 
this  committee  and  bring  before  the  Legislature  at  the  next  regular 
session  a  report  that  we  hope  will  aid  in  solving  the  problems  now  being 
considered  by  us. ' ' 

The  Legislature,  acting  upon  this  recommendation  augmented  the 
funds  of  the  committee  so  that  its  studies  could  progress  in  the  fields 
suggested,  and  in  1953,  the  committee  made  the  following  findings  of 
facts  to  the  1953  Legislature,  and  made  the  following  recommendations 
thereon : 
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SUMMARY  OF  FINDINGS 

''1.  State  administrative  agencies,  in  the  adoption  of  regulations 
under  the  Administrative  Procedure  Act,  make  excessive  use  of  the 
emergency  processes  of  adoption.  The  use  of  the  emergency  process 
allows  the  immediate  adoption  and  enforcement  of  a  regulation  without 
giving  the  public  notice  of  the  proposed  action,  and  without  giving  the 
public  a  chance  to  voice  their  objections  to  the  proposed  action.  Many 
of  the  agencies  do  not  even  make  a  pretense  of  finding  an  emergency, 
but  use  the  emergency  process  expressly  to  save  time  and  effort  on  be- 
half of  the  agency,  regardless  of  the  effect  upon  the  public.  In  those 
fields  in  which  the  Legislature  has  made  almost  unlimited  grants  of 
regulatory  power,  the  state  agency  is  given  the  power  to  make,  by  rule, 
a  guide  to  or  prohibition  of  conduct,  which  is,  in  a  real  sense,  as  binding 
and  as  operative  as  a  law.  If  the  Legislature  permits  the  emergency 
processes  to  be  abused,  the  Legislature  fails  to  provide  the  safeguards 
of  public  notice,  public  participation,  and  public  objection,  which  the 
Constitution  requires  of  the  Legislature  itself  in  passing  a  law. 

''2.  State  administrative  agencies,  in  order  to  avoid  the  formal  pro- 
cedure required  in  adopting  regulations  under  the  Administrative  Pro- 
cedure Act,  contrive  informal  rules  which  they  designate  as  policies  or 
interpretations.  These  informal  rules  are  circulated  and  enforced  by 
various  means  such  as  instructions  to  staffs,  letters  to  employees,  and 
various  guide  or  manual  devices.  These  informal  rules  or  policies  have 
the  same  practical  effect  in  many  instances  as  a  regulation  formally 
adopted  under  the  Administrative  Procedure  Act,  but  they  are  not 
adopted  upon  public  notice  and  hearing,  in  many  instances  are  not 
available  to  the  public,  are  not  subject  to  judicial  review,  and  are  sub- 
ject to  momentary  change  upon  the  whim  of  the  enforcing  agency. 

"3.  The  Legislature  has  made  many  broad  grants  of  rulemaking 
power  to  state  administrative  agencies,  without  giving  considered  at- 
tention to  the  outer  limits  of  such  power,  and  without  any  adequate 
means  of  keeping  itself  informed  of  the  extent  of  use  or  misuse  of  such 
power.  There  have  been  many  instances  in  which  this  power  has  been 
misused  or  abused.  The  misuse  or  abuse  has  resulted  in  forcing  the 
Legislature  to  be  in  a  constant  process  of  legislating  against  the  exercise 
of  a  broad  grant  of  rulemaking  power  whenever  an  instance  of  abuse  or 
misuse  of  such  power  is  brought  to  its  attention  by  some  party  affected. 

"4.  Many  state  administrative  agencies,  and  particularly  those  exer- 
cising the  licensing  functions  of  the  State  over  businesses  and  profes- 
sions, have  lost  sight  of  the  fact  that  they  exist  solely  for  the  protection 
of  the  peace,  health,  safety,  and  welfare  of  the  public.  On  losing  sight 
of  their  prime  objective  the  agencies  soon  adopt  the  attitude  that  they 
exist  primarily  to  control  the  internal  function  of  the  business  or  pro- 
fession and  assume  that  what  is  good  for  the  business  or  profession 
must  be  in  the  best  interests  of  the  general  welfare.  With  such  an  atti- 
tude the  agencies  adopt  regulations  and  enforce  them  accordingly,  ig- 
noring the  public  interest  therein. 
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"5.  State  administrative  agencies  are  required  to  file  certified  copies 
of  their  regnlations  with  the  Secretary  of  State.  Upon  such  filing  there 
is  created  a  statutory  presumption  that  the  regulation  was  duly 
adopted,  duly  filed  at  the  time  marked  thereon,  and  that  all  formal 
adoption  requirements  have  been  met.  The  regulation  is  then  published 
in  the  Administrative  Code,  where  there  is  created  a  further  statutory 
presumption  that  the  text  so  published  is  the  text  of  the  regulation 
adopted.  It  is  found  that  many  state  agencies  file  as  certified  copies 
of  a  regulation  much  material  which  has  no  relation  to  the  regulation 
actually  adopted,  such  as  indexes,  letters  of  transmittal,  booklets, 
pamphlets,  reports,  memoranda,  bulletins,  and  general  minutae.  The 
regulations  so  certified  are  contained  on  every  type  and  size  of  paper 
conceivable,  and  are  produced  by  typewriting,  printing,  mimeograph- 
ing, duplicating,  and  in  a  few  instances  by  pencil  notations.  This  prac- 
tice leads  to  serious  archival  problems  on  behalf  of  the  Secretary  of 
State,  and  places  upon  the  Division  of  Administrative  Procedure  a 
very  difficult  task  to  ascertain  the  true  text  of  a  regulation  adopted 
by  an  agency,  and  fails  to  establish  for  public  record  the  true  text 
of  the  regulation  adopted.  In  several  instances  this  burden  has  be- 
come so  onerous  that  it  has  been  necessary  to  refer  to  the  adopting 
agency  to  ascertain  the  true  text  of  the  regulation,  so  that  which  is  pub- 
lished in  the  Administrative  Code  bears  no  semblance  to  that  which  the 
agency  certified  as  a  copy  of  the  regulation,  and  filed  for  public 
record  and  inspection. 

"6.  The  present  Administrative  Procedure  Act  does  not  provide 
adequate  safeguards  to  the  public  against  the  arbitrary  action  of  an 
adminstrative  agency  in  the  exercise  of  its  regulation-making  power. 
The  present  act  provides  for  a  petition  for  repeal  of  a  regulation  or  for 
a  civil  action  declaring  a  regulation  void.  In  the  first  instance  the  peti- 
tion is  before  the  agency  which  adopted  the  regulation,  and  the  second 
proceeding  involves  expensive  court  litigation.  There  are  many  in- 
stances of  arbitrary  action  and  abuses  of  power  which  has  been  dele- 
gated to  an  agency.  The  delegation  of  power  by  the  Legislature  to 
an  administrative  agency  to  adopt  rules  and  regulations  is  the  grant- 
ing to  that  agency  quasi-legislative  power.  Since  the  adoption  of  regula- 
tions by  a  state  administrative  agency  is  the  exercise  of  quasi-legisla- 
tive powers,  a  provision  for  relief  from  an  administrative  agency's 
arbitrary  action  in  this  field  should  be  installed  in  the  legislative 
branch  of  government  without  the  necessity  of  formal  legislative 
action." 


COMMITTEE  RECOMMENDATIONS 

"Based  upon  its  investigations,  studies  and  findings,  this  committee 
makes  the  following  recommendations: 

"1.  State  administrative  agencies  should  be  prohibited  from  adopt- 
ing regulations  as  emergency  regulations  except  in  instances  where 
there  is  a  true  emergency  affecting  the  public  peace,  health  and  safety, 
or  general  welfare.  Such  agencies  should  be  required  to  establish  for 
the  public  inspection  and  record  the  facts  which  constitute  the  emer- 
gency before  adoption  of  a  regulation  as  an  emergency  regulation. 

"2.  The  definition  of  'regulation'  under  the  Administrative  Pro- 
cedure Act  should  be  broadened  to  emphasize  the  fact  that  administra- 
tive interepretations  of  statutory  law,  even  though  denominated  by 
the  agencies  as  policies  or  guides  to  enforcement,  are  subject  to  the 
formal  adoption  requirements  of  the  Administrative  Procedure  Act, 
where  such  policies  or  guides  affect  the  rights  or  privileges  of  the 
public. 

"3.  The  Legislature  should  re-examine  every  grant  of  rulemaking 
power  to  state  administrative  agencies  to  ascertain  if  the  limits  within 
which  an  agency  can  sublegislate  is  adequately  defined  and  limited  to 
the  purposes  now  desired  to  be  accomplished  by  the  basic  legislation. 

"4.  State  administrative  agencies  should  be  reindoctrinated  with  the 
fact  that  they  exist  solely  for  the  protection  of  the  peace,  health  and 
safety,  or  general  welfare  of  the  public.  Such  agencies  should  be  re- 
quired to  confine  the  exercise  of  their  regulatory  powers  for  these 
purposes.  To  partially  accomplish  this,  provision  should  be  made  to 
require  the  public  interest  to  be  adequately  represented  on  all  admin- 
istrative agencies  regulating  businesses  and  professions. 

"5.  State  administrative  agencies  should  be  brought  to  realize  that 
the  exercise  of  regulatory  functions  is  a  matter  of  serious  import 
which  may  affect  the  lives  and  property  of  millions  of  persons  within 
the  State  of  California,  so  that  the  exercise  of  rulemaking  powers  by 
such  agencies  will  be  accomplished  only  after  mature  and  careful  con- 
sideration, and  with  due  regard  to  precise  and  careful  definition  of 
the  purpose  to  be  accomplished  by  the  exercise  of  such  power,  and 
finally,  accomplished  in  such  a  manner  that  the  act  of  the  agency 
can  be  established  as  an  ascertainable  public  record  by  which  the 
public  can  be  informed  and  guided. 

"6.  The  Legislature  should  give  serious  consideration  to  the  practi- 
cability of  providing  relief  from  the  exercise  of  arbitrary  or  unwise 
quasi-legislative  functions,  through  the  legislative  branch  of  govern- 
ment. Such  relief  should  be  capable  of  being  granted  without  the 
necessity  of  formal  legislative  action  during  the  periods  when  the 
Legislature  is  not  in  session." 

Following  these  recommendations  and  pursuant  to  legislation  intro- 
duced by  the  committee,  the  Legislature  in  1953  enacted  several 
changes  to  put  these  recommendations  into  effect.  Recommendation 
No.  1,  above,  was  accomplished  by  requiring  the  filing  of  statementa 
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of  facts  constituting  the  emergency  along  with  the  regulation  for  public 
record.  This  recommendation  alone  has  since  its  enactment  caused  the 
agencies  to  seriously  consider  the  factual  situation  prior  to  adopting 
regulations  as  emergency  measures  without  public  notice  and  oppor- 
tunities to  be  heard,  but  it  was  found  in  the  intervening  years  that 
further  legislation  was  necessary  and  advisable  to  more  completely 
protect  the  public. 

Due  to  the  objection  of  administrative  agencies,  the  Legislature 
found  itself  unable  to  devise  satisfactory  language  in  1953  with  which 
to  put  Recommendation  No.  2,  above,  into  effect,  and  the  various  state 
agencies  continued  for  several  years  with  the  unrestricted  use  of 
informal  regulations  in  A^arious  policy  or  manual  form. 

Recommendation  No.  3  has  been  partially  accomplished  by  the  Leg- 
islature in  subsequent  years  by  the  Legislature  recreating  the  com- 
mittee and  permitting  a  detailed  analysis  of  the  statutes  delegating 
the  rulemaking  function  to  the  agencies.  This  work  is  not  completed, 
and  is  evidently  a  never-ending  process  as  in  the  press  of  legislative 
sessions,  the  Legislature  continually  makes  broad  grants  of  rulemaking 
powers  with  little  or  no  consideration  to  the  guideposts  which  they 
should  establish  to  limit  and  guide  the  agency  in  the  adoption  of  sub- 
legislation. 

Recommendation  No.  4  was  not  and  has  not  since  been  acted  upon  in 
any  manner  by  the  Legislature,  but  the  committee  itself  has  tried 
to  impress  upon  each  agency  in  which  it  has  been  in  contact  the  fact 
that  the  welfare  of  the  public  should  be  their  first  consideration. 

Recommendation  No.  5  was  completely  adopted  by  the  Legislature, 
and  by  the  simi^le  expedient  of  the  adoption  of  standardized  forms 
for  the  adoption  of  regulations  and  filing  of  regulations,  plus  their 
clearance  through  the  Division  of  Administrative  Procedure  prior  to 
filing  for  record  in  the  Office  of  the  Secretary  of  State,  the  archival 
problems  have  been  solved,  the  copies  of  regulations  filed  in  the  Sec- 
retary of  State's  Office  are  those  which  are  actually  adopted  by  the 
agencies,  and  the  presumptions  granted  by  law  to  the  filed  regulations 
and  the  printed  code  have  a  basis  in  fact.  This  situation  has  continued 
since  1953  to  the  date  of  filing  of  this  report,  and  no  future  problems 
are  seen  in  this  field. 

Recommendation  No.  6,  above,  providing  for  legislative  review  with 
power  to  prevent  action,  has  not  been  adopted  by  the  Legislature. 

The  1953  Legislature  re-created  the  committee  and  directed  it  to 
continue  its  investigations  along  the  same  lines,  and  in  the  interim 
of  1953  to  1955,  the  committee  directed  its  studies  along  the  following 
concepts  of  administrative  rulemaking : 

1.  Scope   of   statutory   authority   granting   agencies   the   right   and 
power  to  adopt  rules  and  regulations. 

2.  Statutory  limitations  on  the  exercise  of  power  to  adopt  rules  and 
regulations. 

3.  Statutory  direction  as  to  manner  and  procedure  to  be  followed  in 
the  adoption  of  rules  and  regulations. 

4.  Avoidance  of  required  statutory  procedures  in  the  adoption  of 
regulations  by  the  use  of  "house  rules"  or  other  devices. 
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During  the  interim  of  1953  to  1955  the  committee  examined  each 
grant  of  poAver  to  adopt  rules  to  each  administrative  agency  subject 
to  the  control  of  the  Legislature  on  these  concepts,  and  examined  all 
of  the  regulations  of  the  agencies  to  see  the  extent  of  exercise  of  the 
powers  granted,  including  the  manner  of  informal  exercise  of  such 
powers,  if  any.  Following^  such  study,  the  committee  recommended  to 
the  1955  Legislature  specific  changes  in  laws  granting  rulemaking 
powers  to  each  agency  subject  to  control  by  the  Legislature,  and  made 
the  following  general  recommendations : 

1.  It  is  recommended  that  each  specific  grant  of  rulemaking  power  to 
a  state  agency  be  restricted  to  the  adoption  of  reasonably  necessary 
regulations. 

2.  It  is  recommended  that  where  a  specific  procedure  to  be  followed 
in  adopting  regulations  is  not  established  for  the  particular 
agency,  or  if  the  procedure  established  inherently  fails  to  give 
sufficient  public  protection  and  participation,  that  that  agency  be 
directed  to  follow  the  Administrative  Procedure  Act  in  the  adop- 
tion of  regulations. 

3.  Where  it  is  questionable  as  to  whether  or  not  a  particular  rule- 
making function  of  an  agency  is  an  exercise  of  quasi-legislative 
power,  it  is  recommended  that  that  agency  be  directed  to  perform 
such  function  by  v,'ay  of  regulation. 

4.  Where  an  agency  has  divided  authority  to  adopt  regulations,  it  is 
recommended  that  the  function  be  vested  in  the  policymaking 
head  of  the  agency. 

5.  Where  no  standards  are  established  to  guide  the  administrator  in 
the  performance  of  his  rulemaking  functions,  the  establishment  of 
such  standards  are  recommended. 

6.  Where  an  agency  avoids  the  adoption  of  formal  regulations  by 
the  use  of  "house  rules"  it  is  recommended  that  that  agency  be 
specifically  prohibited  from  using  such  devices. 

The  committee  introduced  numerous  bills  in  the  1955  Legislature 
to  accomplish  these  recommendations,  but  were  met  by  a  concerted 
effort  on  the  part  of  the  administrative  agencies  to  prevent  the  passage 
of  such  legislation.  The  chief  objection  raised  was  that  it  would  ham- 
string the  operation  and  enforcement  or  administration  of  the  laws 
which  the  agency  had  the  duty  to  enforce.  In  spite  of  such  objection, 
the  Legislature  adopted  the  legislative  program  of  the  committee,  but 
the  agencies  prevailed  upon  the  Executive  to  prevent  their  becoming 
law  during  the  1955  Session  of  the  Legislature. 

In  1955  the  Legislature  again  recreated  the  committee,  this  time 
expanding  its  investigatory  powers  to  include  a  study  of  the  adjudi- 
cative processes  of  state  administrative  agencies,  in  addition  to  a  con- 
tinued study  of  the  rulemaking  powers. 

In  the  1957  Legislature,  the  committee  again  recommended  the  1955 
recommendations  and  were  successful  in  having  such  program  adopted 
in  toto  by  the  Legislature  and  signed  into  law  by  the  Executive,  so 
that  as  of  the  date  of  this  report,  substantially  every  state  agency 
subject  to  legislative  control,  existing  prior  to  1957  have  established  for 
them  specific  procedures  to  be  followed  in  the  adoption  of  regulations, 
have  some,  although  not  exact,  standards  to  guide  them  in  the  adoption 


14  FINAL  REPORT   SENATE  INTERIM   COMMITTEE 

of  regulations,  have  the  rulemaking  power  vested  in  the  policymaking 
head  of  the  agency,  and  are  restricted  specifically  from  the  use  or 
application  of  informal  "house  rules." 

In  addition  thereto,  the  committee  further  restricted  the  use  of 
emergency  regulations  by  state  agencies,  by  imposing  a  time  limitation 
upon  their  effectiveness  in  the  absence  of  public  hearings  and  notice 
prior  to  adoption.  This  has  stopped  abuses  of  the  emergency  rulemaking 
process  as  agencies  now  almost  always  give  notice  of  action  and  an 
opportunity  to  be  heard,  prior  to  advancing  the  effective  date  of  a 
regulation  by  use  of  the  emergency  processes. 

In  order  to  further  its  recommendations  regarding  the  establishment 
of  standards  within  which  an  administrator  can  sublegislate,  the  com- 
mittee recommended  and  the  Legislature  enacted  a  requirement  that 
each  regulation  of  a  state  agency  be  keyed  to  the  particular  code  section 
or  other  provision  of  law  which  the  regulation  is  designed  to  interpret, 
implement  or  give  specific  effect. 

This  enactment,  which  is  prospective  in  nature  only  will  eventually 
lead  to  the  enactment  by  the  Legislature  of  more  definitive  standards 
in  the  basic  legislation  being  implemented  or  interpreted  by  the  regu- 
lation of  the  agency  because  it  is  found  by  the  committee  in  its  studies 
in  1957  to  1959  that  the  administrator  cannot  easily  point  to  the  par- 
ticular code  section  or  other  provision  of  law  which  the  particular  regu- 
lation is  designed  to  implement  and  interpret.  During  the  interim  of 
the  Legislature  of  1957  to  1959,  the  committee  undertook  the  task  of 
checking  all  existing  regulations  in  the  Administrative  Code  to  ascer- 
tain whether  or  not  they  could  be  keyed  to  the  particular  law  they  are 
designed  to  implement  and  interpret,  or  make  specific.  This  was  done 
by  and  with  the  aid  of  the  agency  involved  and  after  many  months  it 
became  apparent  that  at  least  one-third  of  the  regulations  which  have 
been  adopted  and  printed  in  the  Administrative  Code  cannot  be  keyed 
to  a  particular  code  section  of  the  laws  of  the  State  of  California, 
other  than  some  general  section  which  directs  the  administrative  agency 
to  administer  or  enforce  a  particular  law  or  some  general  section  which 
gives  the  administrator  the  power  to  adopt  reasonable  regulations  to 
administer  or  enforce  a  particular  law. 

This  is  not  aimed  as  a  criticism  of  administrative  agencies  as  usually 
they  are  faced  with  a  factual  problem  upon  which  they  must  make  a 
rule  of  conduct  and  the  law  itself  is  silent  upon  the  question.  In  such 
case  the  administrator  must  act,  and  it  is  not  his  failing  that  the  law 
has  not  set  forth  the  direction  in  which  he  should  act.  Rather,  the 
blame,  if  any,  should  fall  upon  the  Legislature  which  in  the  first  in- 
stance failed  to  enunciate  with  clarity  the  scope  and  intent  of  the  law. 

The  result  of  this  hiatus  is  readily  apparent.  The  administrator,  lack- 
ing specific  guidance  of  a  legislative  enactment  is  able  to  rule,  change 
his  rule,  ignore  previous  rulings,  or  avoid  the  consequences  thereof  at 
his  pleasure. 

The  correction  of  the  hiatus  is  not  easy  of  solution.  It  is  easy  to 
implore  the  Legislature  to  use  extreme  care  in  enacting  legislation  and 
to  pay  meticulous  attention  to  the  details  of  legislative  enactments  but 
this  is  not  in  the  nature  of  legislative  proceedings.  Indeed,  the  au- 
thority for  the  adoption  of  rules  or  regulations  grew  from  the  recogni- 
tion of  the  fact  that  the  legislative  body  could  not  initially  enact  such 
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detailed  laws  that  there  would  be  no  need  for  interpretative  regulations. 
To  ignore  this  inherent  weakness  in  the  legislative  process  would  be 
nictitation  of  the  true  facts. 

The  difficulty  of  solution,  however,  should  not  be  a  credo  justifying 
the  continued  grant  of  unlimited  regulatory  power  to  administrative 
agencies. 

A  suggested  solution  working  toward  an  eventual  limitation  of  regu- 
latory powers  has  been  to  require  the  administrator  to  periodically  sub- 
mit enacted  rules  to  the  Legislature  for  enactment  into  law,  upon  the 
theory  that  if  such  are  adopted,  the  need  for  further  rulemaking  by 
the  administrator  is  lessened.  This  has  been  attempted  in  at  least  one 
agency  of  State  Government  by  the  requirement  that  all  adopted^  rules 
be  submitted  to  the  Legislature  at  the  succeeding  general  session  in  the 
form  of  proposed  law,  and  further  providing  that  such  regulations 
shall  not  remain  effective  beyond  90  days  after  the  close  of  that  session 
of  the  Legislature. 

Thus  far,  this  requirement  has  not  resulted  in  the  enactment  of  more 
detailed  and  precise  law  for  that  agency,  but  this  failure  should  not 
be  attributed  to  a  fault  in  the  requirement,  or  indicate  a  necessary 
result  that  it  will  not  eventually  lead  to  more  careful  and  precise 
legislation.  Certainly  the  trust  imposed  upon  the  legislative  branch 
dictates  a  requirement  that  the  Legislature  use  every  precaution  to 
prevent  the  usurpation  of  its  powers  by  the  administrator.  Such  trust 
should  also  impose  upon  the  Legislature  the  responsibility  to  keep  the 
power  intact  rather  than  grant  away  its  powers  under  the  guise  of 
administrative  convenience. 

In  the  1955-1957  interim  of  the  Legislature,  the  committee  with  its 
expanded  study  of  administrative  adjudication,  investigated  the  prob- 
lems involved  in  granting  to  administrative  agencies  the  power  to  exer- 
cise quasi- judicial  powers,  a  power  which  in  the  traditional  concept  of 
government  has,  until  rather  recent  years,  been  lodged  in  the  judicial 
branch  of  government.  Following  its  investigations,  the  committee  made 
the  following  conclusions  and  findings. 


CONCLUSIONS  AND  FINDINGS  OF  THE  COMMITTEE 

A.  For  a  decade  the  Administrative  Procedure  Act  has  been  in  effect 
in  California,  and  the  procedures  and  protection  to  the  pnblic  therein 
contained  have  been  very  beneficial.  The  act  was  designed  to  afford 
procedural  due  process  to  licensees  and  litigants  before  administrative 
agencies  exercising  statewide  jurisdiction,  and  as  such  has  been 
sustained  by  the  courts  on  many  occasions.  However,  it  is  not  sufficient 
that  mere  due  process  be  afforded  to  parties  affected  by  the  actions  of 
governmental  agencies,  but  such  persons  should  be  afforded  every 
fair  and  reasonable  opportunity  to  question  such  actions  in  order  to 
prevent  arbitrary  exercise  or  abuse  of  the  vast  powers  which  the  Legis- 
lature has  delegated  to  such  agencies. 

B.  Review  of  an  agency's  action  by  the  judicial  branch  of  the  State 
Government,  while  an  essential  and  vital  deterrent  to  the  arbitrary  use 
or  abuse  of  governmental  authority,  is  not  the  sole  protection  the  public 
is  entitled  to  in  a  government  which  is  instituted  for  the  protection, 
securit}^,  and  benefit  of  the  people.  Under  the  laws  of  a  democratic 
state  such  as  California  the  people  are  entitled  to  and  deserve  to  haA^e 
protection  from  arbitrary  exercise  or  abuse  of  power  by  an  agency  ex- 
tended to  them  in  the  administrative  branch  of  government,  as  well  as 
by  resort  to  the  judicial  branch.  Even  with  judicial  review  as  a  deter- 
rent, it  does  not  in  practice  give  adequate  protection  to  the  many  per- 
sons who  for  financial  reasons  cannot  afford  to  seek  judicial  relief.  It 
is  estimated  that  fully  97  percent  of  the  rights  which  are  adjudicated 
are  finally  settled  at  the  administrative  level.  This  of  course  is  a  strong 
indication  that  there  is  no  general  dissatisfaction  with  the  manner  of 
exercise  of  agency  function,  but  it  is  also  a  mandate  that  the  persons 
who  for  their  own  reasons  do  not  seek  relief  in  the  judicial  branch 
should  be  granted  every  opportunity  for  fair  and  equal  justice  before 
the  agency  tribunal.  The  scope  of  judicial  review  as  enunciated  by  our 
courts  over  the  last  decade  is  not  necessarily  all  tliat  the  people  are  en- 
titled to.  If  the  subject  matter  of  the  agency  action  involves  vested 
interests,  the  reviewing  court  must  exercise  its  independent  judgment 
on  the  evidence  to  determine  whether  or  not  there  has  been  an  abuse  of 
discretion.  However,  in  exercising  its  judgment,  the  court  is  bound  by 
the  record  before  it,  with  limited  power  to  take  new  evidence  which 
could  not  have  been  produced  at  the  agency  administrative  level.  If  the 
subject  matter  of  the  agency  action  does  not  involve  vested  rights  or 
interests,  the  scope  of  judicial  review  is  in  substance  limited  to  a  review 
of  the  record  to  establish  whether  or  not  the  findings  of  the  agency  are 
supported  by  substantial  evidence  in  the  light  of  the  whole  record.  This 
limited  review  of  the  facts,  coupled  with  the  general  rule  that  admin- 
istrative agency  determinations  of  fact  will  not  be  disturbed  if  there 
is  any  evidence  to  support  such  determination,  make  it  clear  that  in  the 
fact  determination  process  at  the  administrative  level,  the  litigant 
should  be  granted  every  opportunity  for  fair,  equal,  and  unbiased  de- 
termination of  such  facts. 

(16) 
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C.  At  the  inception  of  the  Administrative  Procedure  Act,  the  need 
for  protection  to  the  litiji'ant  before  an  administrative  ap:ency  was  rec- 
ognized in  the  faetfindinsi'  process,  and  was  to  an  extent  granted  by 
the  creation  of  a  staff  of  independent  hearing  officers  to  whom  the 
function  of  factfinding  couUl  be  delegated,  and  before  whom  all  con- 
tested cases  must  be  heard.  Further  protection  was  granted  by  requir- 
ing disqualification  of  hearing  officers  who  cannot  accord  fair  and  im- 
partial hearing  and  consideration.  The  protections  granted  were  not 
complete  in  the  following  aspects:  (1)  The  Administrative  Procedure 
Act  permitted  agencies  to  use  members  of  the  agency's  staff  as  "inde- 
pendent" hearing  officers  where  the  volume  of  work  in  the  particular 
agency  justified  full-time  hearing  officers;  (2)  the  Administrative  Pro- 
cedure Act  permitted  departmental  control  of  the  hearing  officer  staff 
to  remain  by  attaching  the  Division  of  Administrative  Procedure  to 
the  Department  of  Professional  and  Vocational  Standards;  and  (3) 
the  Administrative  Procedure  Act  permitted  the  agency  itself  to  make 
the  final  determination  of  facts,  even  though  the  entire  evidence  was 
taken  and  heard  by  an  independent  hearing  officer. 

D.  Hearing  Officers  on  Staff  of  Enforcing  Agency.  The  lack  of 
protection  to  litigants  brought  on  by  this  withdrawal  from  the  principle 
of  independence  in  the  factfinding  function  was  recognized  by  the 
Judicial  Council  in  originally  recommending  the  adoption  of  the  Ad- 
ministrative Procedure  Act.  The  only  justification  for  it  at  that  time 
was  administrative  convenience,  and  the  Judicial  Council  warned,  in  an 
effort  to  regain  the  protection  lost  by  permitting  the  use  of  staff  hear- 
ing officers,  that  the  other  duties  of  such  hearing  officers  cannot  be 
connected  in  any  way  with  the  investigation  or  prosecution  of  cases 
by  the  agency.  Apparently  the  Judicial  Council  envisaged  a  situation 
wherein  such  staff  hearing  officers  could  be  so  separated  from  agency 
influence  and  control  while  remaining  employees  of  the  agency,  as 
to  insure  impartial  action  in  the  fact-determination  processes.  From 
the  evidence  produced  before  this  committee,  it  is  apparent  that  such 
a  cloistered  existence  within  an  administrative  agency  is  either  impos- 
sible from  the  nature  of  things,  or  that  the  agencies  concerned  have  no 
desire  to  so  seclude  their  staff  hearing  officers  from  the  investigation 
and  prosecution  of  cases  by  the  agency.  Even  though  administrative 
agencies  retaining  staff  hearing  officers  were  meticulous  in  removing 
staff  hearing  officers  from  investigation  and  prosecution,  which  is  far 
from  the  case  in  several  agencies,  the  fact  that  the  hearing  officer  is  an 
employee  of  the  investigating  and  prosecuting  agency,  with  the  attend- 
ant control  over  the  original  appointment,  assignment  of  duties,  promo- 
tion, performance  reports,  pay,  vacation,  sick  leave,  and  layoff  or  de- 
motion are  sufficient  in  and  of  themselves  to  instill  into  such  hearing 
officers  enough  desire  to  please  the  agency  and  to  adopt  an  institution- 
alized approach  which  cannot  help  but  reflect  itself  into  some  factfind- 
ing processes. 

Agencies  with  staff  hearing  officers  in  some  instances  admitted  that 
there  was  no  attempt  to  insulate  such  officers  from  the  prosecution 
function,  and  in  fact  such  hearing  officers  rotated  between  the  prose- 
cution and  hearing  function,  as  the  cases  arose.  Surely  in  these  cases 
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no  protection  to  the  factfinding  processes  remains.  Other  agencies  main- 
tained that  they  maintain  a  complete  separation  of  functions  within 
those  agencies,  and  especially  as  to  those  cases  where  the  hearing  offi- 
cer is  to  be  assigned  to  hear  a  particular  case,  no  contact  is  permitted 
between  the  prosecution  or  investigation,  and  hearing  function.  Still, 
even  in  these  cases,  the  agency  may  admit  that  they  desire  to  maintain 
their  staff  hearing  officers  so  that  they  can  "educate"  the  hearing  offi- 
cer to  the  policy  of  the  agency,  or  that  the  agency  may  claim  that  by 
maintaining  a  staff  hearing  officer,  the  administrator  can  rely  upon  the 
decision  of  the  hearing  officer  to  be  in  accord  with  administrative  pol- 
icy. It  should  be  obvious  that  no  person  need  be  educated  by  an  admin- 
istrative agency  in  order  to  make  a  fair  and  impartial  determination  of 
facts,  and  if  the  opportunity  exists  within  an  administrative  agency  to 
so  inculcate  the  staff  hearing  officers,  all  guarantees  to  the  litigant  for 
a  free  and  independent  determination  of  facts  lie  solely  upon  the  in- 
tegrity of  the  individual  hearing  officer  to  Avhom  the  case  is  assigned. 
If  the  agencies  appearing  before  the  committee  were  not  referring  to 
factfinding  processes  when  they  referrd  to  "educating"  the  hearing 
officers,  then  they  must  have  referred  to  the  qualifications  of  the  per- 
sons to  be  assigned  to  hearings.  These  matters  can  be  handled  by  quali- 
fication review  prior  to  gaining  status  of  hearing  officer,  or  assignment 
to  a  particular  hearing,  rather  than  by  maintaining  such  persons  on  the 
staff  of  the  agency  with  its  attendant  dangers  to  the  hearing  process. 

Agencies  appearing  before  the  committee  expressed  objection  to  the 
removal  of  staff  hearing  officers  from  their  staff  on  the  dual  bases  of 
cost  and  time.  On  the  basis  of  information  submitted  and  previous 
studies  made,  the  committee  believes  that  there  would  be  no  appreciable 
cost  increase  by  removing  staff  hearing  officers  from  agency  control, 
and  that  there  is  now  no  appreciable  savings  resulting  from  the  main- 
tenance of  staff  hearing  officers.  On  the  objection  of  the  agencies  that 
loss  of  staff  hearing  officers  would  result  in  greater  time  lag  in  schedul- 
ing and  hearing  cases,  the  committee  believes  that  this  is  not  an  insur- 
mountable problem.  Adequate  staffing  and  proper  administration  of  a 
staff  of  independent  hearing  officers  is  just  as  feasible  regardless  of  the 
agency  to  which  the  hearing  officer  is  attached,  and  there  is  no  reason 
to  believe  from  past  experience  that  the  time  lag  for  the  administrative 
adjudication  would  greatly  increase. 

In  summary,  it  is  the  conclusion  of  this  committee  that  the  public 
is  entitled  to  have  hearing  officers  participate  in  all  factfinding  proc- 
esses on  the  administrative  level,  who  are  as  far  divorced  as  possible 
from  the  sphere  of  agency  influence,  where  the  agency  concerned  is 
also  charged  with  the  responsibility  of  administering  and  enforcing 
the  law. 

E.  Attachment  of  Division  of  Administrative  Procedure  to  Depart- 
ment of  Professional  and  Vocational  Standards.  In  its  original  rec- 
ommendations and  the  original  legislation  establishing  the  Administra- 
tive Procedure  Act  and  creating  what  is  now  the  Division  of  Adminis- 
trative Procedure,  it  was  believed  that  what  was  to  be  created  was  an 
agency  to  provide  independent  hearing  officers  to  other  agencies  which 
were  charged  with  the  enforcement  of  the  laws,  with  no  law  enforce- 
ment functions  in  the  agency  furnishing  the  hearing  officers.  However, 
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in  the  course  of  passage  of  such  legislation,  and  contrary  to  the  recom- 
mendations of  the  Judicial  Council,  the  independent  hearing  agency 
came  under  the  control  of  the  Department  of  Professional  and  Voca- 
tional Standards.  AVhile  sucli  department  is  primarily  a  "housekeep- 
ing" agency  for  the  several  boards  attached  to  it,  the  department  is 
vested  with  several  functions  which  are  concerned  with  law  enforce- 
ment. This  is  notable  in  the  fact  that  the  director  of  the  department  is 
charged  with  the  administration  and  enforcement  of  the  Bureau  of 
Private  Investigators  and  Adjusters,  and  the  Bureau  of  Furniture  and 
Bedding  Inspection.  In  addition  to  these  two  laws,  the  director  of  the 
department  is  authorized  to  hire  investigators,  deputies,  and  inspectors 
as  are  necessary  to  investigate  and  prosecute  all  violations  of  any  law 
administered  by  him  or  any  board,  agency,  or  commission  within  the 
department.  These  responsibilities,  coupled  with  the  fact  that  the  di- 
rector is  the  appointing  power  of  the  Division  of  Administrative  Pro- 
cedure, again  leave  the  objection  that  there  is  not  the  true  independ- 
ence desired  of  hearing  officers  by  making  them  an  adjunct  of  the  De- 
partment of  Professional  and  Vocational  Standards. 

To  be  consistent  with  the  principles  enunciated  above,  the  Divi- 
sion of  Administrative  Procedure  should  be  divorced  from  any  agency 
which  administers  or  enforces  laws  affecting  the  private  rights  of  indi- 
viduals. The  committee  did  not  find,  however,  that  there  was  any  par- 
ticular effort  on  the  part  of  the  director  of  the  department  to  manage 
or  control  the  hearing  officers  within  the  Division  of  Administrative 
Procedure  and  permits  the  division  to  operate  as  nearly  independent 
as  possible  consistent  with  liis  duties  as  director  of  the  department. 

F.  Determination  of  Fact  by  Enforcement  Agency  Itself.  From 
the  inception  of  the  Administrative  Procedure  Act,  the  concept  that 
the  agency  charged  with  the  responsibility  of  enforcement  would  retain 
the  final  power  of  decision  has  been  dominant.  The  Judicial  Council  in 
its  original  recommendations  to  place  the  power  of  decision  in  an  in- 
dependent hearing  officer,  was  met  with  considerable  objection  by  the 
state  agencies  on  the  ground  that  the  Legislature  had  entrusted  the 
ultimate  authority  to  the  agency  itself  and  that  the  responsibility  for 
the  decision  should  be  retained  by  those  responsible  for  the  policies 
of  the  agency.  This  committee,  upon  inquiring  of  the  agencies  con- 
cerned more  than  10  years  after  the  adoption  of  the  Administrative 
Procedure  Act,  found  the  response  the  same.  The  Judicial  Council,  in 
its  final  recommendations,  retained  the  power  in  the  agency  to  make 
the  decision,  with  authority  to  delegate  the  hearing  function  solely 
to  the  hearing  officer. 

Obviously,  this  concept  of  final  decision  in  an  administrative  agency 
is  basic  to  the  concept  of  government.  Any  modification  of  such  prin- 
ciple would  involve  a  complete  realignment  of  the  present  theories  of 
administrative  action.  This  realignment  has  been  taking  place  in  some 
administrative  agencies  in  recent  years,  by  the  establishment  of  inde- 
pendent appeals  boards  adjacent  to  the  agency,  and  to  a  greater  or 
lesser  extent,  leaving  the  final  determination  in  the  hands  of  such  ap- 
pellate body.  This  in  fact  does  deprive  the  administrator  of  the  power 
of  final  decision  in  many  instances,  and  this  has  not  apparently  dis- 
rupted the  administration  and  enforcement  of  the  laws. 
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This  committee  does  not  believe  that  it  is  necessary  at  the  present 
time  to  deprive  the  agency  of  the  final  decision  power  as  an  overall 
policy  merely  to  insure  fairness  to  litigants  in  an  administrative  pro- 
ceeding. The  universal  use  of  independent  hearing  officers  by  all  state 
agencies  should  obviate  the  necessity  of  depriving  the  agency  con- 
cerned of  the  ultimate  decision.  There  is  room  for  improvement  in  the 
procedure  for  the  adoption  of  the  present  proposed  decisions  of  hearing 
officers  by  the  agencies  concerned. 

During  the  1957  Session  of  the  Legislature,  the  committee  sponsored 
legislation  to  require  the  use  of  independent  hearing  officers  by  agen- 
cies which  now  have  permission  to  maintain  "staff  hearing  officers" 
as  a  first  step  toward  the  eventual  requirement  that  all  contested  cases 
be  heard  by  a  hearing  officer  completely  independent  of  control  by  an 
administrative  or  enforcement  agency.  This  concept  was  approved  by 
the  Standing  Senate  Judiciary  Committee,  but  the  measure  failed  to 
obtain  the  recommendation,  and  was  lost,  because  the  Senate  Finance 
Committee  was  not  convinced  that  the  financial  implications  were 
nominal. 

Other  legislation,  sponsored  by  the  committee,  and  carrying  the 
recommendations  of  the  State  Bar  of  California,  designed  to  grant  a 
fuller  measure  of  independence  to  the  hearing  officers  and  to  improve 
the  character  of  decisions  by  the  increasing  of  qualifications  of  hearing 
officers,  also  failed  of  passage  by  the  Legislature,  chiefly,  it  is  thought, 
by  reason  of  the  objections  of  the  agencies  that  they  must  maintain 
complete  control  of  the  ultimate  decision  throughout  administrative 
hearings. 

The  present  committee,  in  its  investigations  during  1957  and  1959, 
found  no  reason  to  modify  the  original  recommendations  made  in 
1957,  and  reaffirms  those  recommendations  to  the  1959  Legislature.  The 
Legislature  should  make  all  possible  effort  to  remove  present  hearing 
officers  from  the  sphere  of  agency  influence  so  that  they  can  be  com- 
pletely independent  in  exercising  the  factfinding  processes.  The  exist- 
ing Division  of  Administrative  Procedure,  should  be  made  an  inde- 
pendent agency  of  government,  responsible  only  to  the  Executive. 


RECOMMENDATIONS 

1.  In  the  field  of  rulemaking,  the  committee  recommends  that  the 
Legislature  give  serious  consideration  to  the  establishment  of  an  agency 
of  government  responsible  solely  to  the  Legislature,  to  continually  re- 
view the  rules  enacted  by  the  administrative  agencies  to  determine 
whether  or  not  such  agencies  are  staying  within  the  scope  of  delegated 
power  to  sublegislate.  Such  review  of  course  will  entail  an  examina- 
tion of  the  standards  in  the  legislation  delegating  such  power  and 
require  the  enactment  of  more  precise  limits  within  which  an  agency 
is  free  to  regulate.  As  an  adjunct  to  this  the  Legislature  should  con- 
sider requiring  administrative  agencies  to  submit  to  the  Legislature, 
periodically,  as  amendments  to  the  substantive  law  being  implemented, 
interpreted,  or  made  specific,  the  substance  of  regulations  which  are 
of  long-standing  and  proven  value  in  the  enforcement  of  the  law  being 
administered. 

2.  In  the  field  of  administrative  adjudication,  the  committee  recom- 
mends that  the  Legislature  at  the  earliest  practical  date  require  all 
agencies  of  government  maintaining  hearing  officers  on  their  own 
staffs,  transfer  such  hearing  officers  to  the  Division  of  Administrative 
Procedure,  and  thereafter  delegate  the  hearing  functions  to  such  inde- 
pendent hearing  officers.  Eventually,  the  Legislature  should  make  such 
division  an  independent  agency,  responsible  solely  to  the  Executive  to 
insure  fairness  to  litigants  in  contested  administrative  proceedings. 

Respectfully  submitted. 

Senate  Interim  Committee  on  Administrative 
Eegulations  and  Adjudications 
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BUREAU  OF  LIVESTOCK  DISEASE  CONTROL 

H.  G.  WIXOM,  Chief 

Tn  compliance  with  Section  30.6  of  the  Agricnltural  Code,  the  fol- 
lowing report  on  artificial  insemination  of  animals  is  submitted. 

ARTIFICIAL  INSEMINATION  OF  DAIRY  CATTLE 

The  reports  of  first  services  performed  by  seven  organized  artificial 
breeding  associations  operating  in  California  for  the  years  1957-1958 
are  attached  to  this  report. 

During  1958,  approximately  321,000  services  were  conducted  in  48 
counties  by  these  associations.  In  addition,  independent  insemination 
services  were  performed  on  approximately  11,500  cows,  making  a  total 
of  some  332,500  services  reported.  This  was  an  increase  of  32,500  cows 
over  a  1957  total  of  approximately  291,000  cows  by  the  organized 
groups  and  9,000  head  by  the  independents.  According  to  available 
data,  slightly  over  one-third  of  our  dairy  cows  are  now  being  bred 
artificially.  By  counties,  herd  inseminations  range  from  10  to  90  per- 
cent. 

STANDARDS  OF  PERFORMANCE 

Reports  from  district  offices  list  a  total  of  238  inseminators  represent- 
ing the  organized  associations,  and  32  conducting  independent  services. 
In  these  independent  services,  owners  used  their  own  bulls  or  obtained 
semen  from  sources  other  than  the  organized  groups  listed  herein. 

It  is  gratifying  to  report  that  along  with  the  increased  volume  of 
services  throughout  the  State,  the  (juality  and  reliability  of  these  serv- 
ices to  the  dairymen  has  increased  accordingly. 

The  use  of  frozen  semen  is  making  this  program  more  attractive  to 
cattle  owners  as  they  are  virtually  assured  the  services  of  a  certain 
bull  which  they  may  desire.  One  of  the  largest  associations  operating 
within  the  State  now  uses  frozen  semen  exclusively.  The  technicians 
receive  their  supplies  every  14  days  from  special-equipped  trucks  carry- 
ing liquid  nitrogen  refrigeration  units  which  can  maintain  temperatures 
of  —320  degrees  F. 

Although  more  expense  is  involved  in  preparing,  storing,  and  using 
the  frozen  product,  the  cost  of  a  breeding  to  the  cattle  owner  has 
remained  the  same  as  formerly,  mainly  because  of  fewer  call-backs  for 
a  repeated  service. 

The  health  requirements  for  bulls  to  qualify  for  stud  services  by  the 
organized  breeding  associations  is  far  more  thorough  and  demanding 
than  regulatory  health  requirements  for  movement  or  sale. 


COMPLAINTS  OR  IRREGULARITIES 

In  some  areas,  competition  is  keen  among  technicians  representing 
the  various  groups,  and  occasionally  a  dissatisfied  dairyman  lodges  a 
complaint  when  a  cross-bred  calf  arrives.  However,  a  careless  or  poorly 
qualified  insemination  technician  is  soon  eliminated. 

It  is  commendable  in  that  very  few  cases  of  infringement  on  the 
Veterinary  Medicine  Practice  Act  involving  pregnancy  examinations 
or  sterility  treatments  have  occurred.  In  May  of  1958,  a  former  insemi- 
nator  for  one  of  the  organized  groups  issued  a  complaint  in  the  Su- 
perior Court,  Orange  County,  against  the  State  Board  of  Examiners 
in  Veterinary  Medicine  in  an  effort  to  prohibit  them  from  interfering 
with  his  business  of  examining  cows  for  pregnancy.  The  outcome  of 
this  case  is  pending  further  demands  from  the  plaintifl^,  who  is  now 
reported  to  have  left  California. 

SUMMARY 

The  dairy  breeding  associations  in  co-operation  with  veterinarians, 
research  agencies,  and  universities,  are  conducting  and  expanding  this 
program  within  the  industry  in  a  very  satisfying  manner. 

Recommendations :  None 

ARTIFICIAL  INSEMINATION  IN  OTHER  ANIMALS 

A  few  cases  of  inseminations  in  mares  were  reported  by  veterinarians. 

TURKEYS 

In  approximately  80  percent  of  the  turkey  breeding  flocks,  artificial 
insemination  is  being  used,  particularly  during  the  latter  part  of  the 
breeding  season,  when  natural  egg  fertility  begins  to  drop.  Trained 
personnel  are  provided  by  breeding  associations  to  conduct  this  service 
in  some  areas.  Semen  is  collected  from  the  turkey  breeder's  own  toms 
for  use  in  each  flock. 
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LETTER  OF  TRANSMITTAL 

June  16,  1959 
To  the  President  of  the  Seriate 
The  Speaker  of  the  Assembly  and  Other 
Members  of  the  Senate  and  Assemhlij 

The  Joint  Interim  Committee  on  Agriculture  and  Livestock  Prob- 
lems, initially  created  by  Senate  Concurrent  Resolution  No.  51  (Res. 
Ch.  141)  Regular  Session  of  1945,  reconstituted  at  succeeding  regular 
sessions  and  presently  functioning  pursuant  to  the  provisions  of  Senate 
Concurrent  Resolution  No.  123  (Res.  Ch.  338)  Regular  Session  of  1957, 
transmits  for  the  information  of  the  Legislature,  a  report  entitled  "A 
Cost  Studv  of  Cannery  Operations  at  Department  of  Mental  Hygiene 
Hospitals  for  1958. " 

At  a  meeting  held  in  Sacramento  on  September  6,  1957,  called  to  act 
upon  recommendations  presented  by  the  Northern  and  Southern  Sub- 
committees on  Capital  Outlay  Items,  a  question  was  raised  regarding 
the  justification  for  continuance  of  the  canneries  in  Department  of 
Mental  Hygiene  Hospitals,  particularly  in  view  of  recent  changes  in 
treatment  procedures.  The  full  committee  after  discussing  this  matter 
recommended  that  the  Department  of  Mental  Hygiene  make  a  complete 
cost  study  of  the  operation  of  canneries  maintained  b}'  the  department 
and  that  a  report  of  the  study  be  submitted. 

This  report,  prepared  by  the  Department  of  Mental  Hygiene,  shows 
for  example  that  even  in  the  light  of  recent  changes  in  treatment  pro- 
cedures the  operation  of  canneries  at  the  various  Department  of  Hy- 
giene Institutions  continues  to  be  a  very  definite  financial  asset  to  the 
State  of  California. 

Respectfully  submitted, 

^  Paul  L.  Byrne 
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Department  of  Mental  Hygiene 

Sacramento,  February  13,  1959 

Honorable  Paul  L.  Byrne,  Chairman 
Joint  Legislative  Committee  on 

Agriculture  and  Livestock  Prohlems 
State  Capitol,  Sacramento,  California 

Attention  Mr.  Paul  K.  Huff 

Dear  Senator  Byrne  :  On  page  43  of  the  report  of  your  committee 
to  the  Director  of  Finance,  dated  October  7,  1957,  a  recommendation  is 
made  that  a  cost  study  of  cannery  operations  in  the  hospitals  of  this 
department  be  undertaken  and  that  a  report  be  submitted  to  your 
committee.  We  have  delayed  completion  of  this  report  in  order  to 
include  a  complete  record  of  cannery  operations  for  the  1958  season. 

Attached  is  a  copy  of  the  report  as  prepared  by  the  accounting  section 
of  this  department.  You  will  note  on  the  summary  table  that  canning 
operations  are  performed  only  at  Agnews,  Mendocino,  Napa,  Patton 
and  Stockton  State  Hospitals. 

As  you  are  aware,  farming  operations  and  cannery  production  are 
being  discontinued  at  the  Stockton  State  Hospital,  which  will  leave 
only  four  institutions  with  canneries. 

If  we  can  provide  further  information,  we  would  appreciate  your 
advising  us. 

Very  truly  yours, 

Carl  E.  Applegate 

Deputy  Director,  Business  Services 
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COMMITTEE  REPORT  ON   CANNERY  OPERATION  COST 

PATTON  STATE  HOSPITAL 

SCHEDULE  "A" 

SUMMARY  OF   CANNERY   PRODUCTION,    1957-58 

Product  Unit 

Green  peppers     #10 244 

Sauerkraut  #10 3,030 

Tomato  puree      #10 6,261 

Apricots  #10 10,111 

Lemon  juice         #10 174 

Peaches  #10 20,081 

Plums  #10 1,197 

Total   Pack    41,098 


SCHEDULE  "B" 

STANDARD   CANNERY   COSTS,    1957-58 

Labor: 

(Paid  help,  salaries  and  wages) $6,667.50 

Operating  expenses: 

Cans     4,750.31 

Utilities  (@  $0.02  per  #10  can) 821.96 

Repairs   179.00 

Aprons,   uniforms,  gloves,   etc 110.56 

Depreciation   (per  Schedule  "F") 2,060.00 

General  and  administrative  expenses 1,108.25 

Total  Standard  Costs $15,697.58 

Cost  Per  Unit .382 


SCHEDULE  "C" 

RAW  MATERIAL   COSTS,  BY   ITEM,  1957-58 
Pounds 

Item                                   Purchased         Local  prod.         Price  Total  cost 
Fruits : 

Apricots  (8,798  cans) 57,055  $0,045  $2,567.48 

Apricots  (1,313  cans) 8,515  .045  383.18 

Lemons 3,876  .083  321.71 

Peaches 155,892  .02  3,117.84 

Plums   6,663  .07  466.41 

Vegetables : 

Cabbage    45,450  .01143  519.69 

Peppers,   green   1,820  .035  60.20 

Tomatoes 111,308  .01125  1,252.22 

$8,688.73 


COMMITTEE  REPORT  ON  CANNERY  OPERATION   COST 

PATTON  STATE  HOSPITAL-Continued 

SCHEDULE  "D" 
MISCELLANEOUS   DIRECT   COSTS,    1957-58 

Total  Unit 

Product  pack  cost 

I.  Sugar : 

Apricots         7443# 10,111  $0.05882 

Lemon  juice 174  No  sugar 

Peaches        14860# 20,081  .05913 

Plums             1197# 1,197  .0799 

II.  Salt: 

Green  peppers 244                 $0.0032 

Sauerkraut   3,030                     .00395 

Tomato  puree 6,261                                No  salt 


Total 
cost 

$594.70 

1,187.31 
95.64 

$1,877.65 

$0.77 
11.98 


$12.75 


SCHEDULE  "F" 

DEPRECIATION   COSTS,  1957-58 

Allocation  hy  Product 

Item                        Value  Rate  General     Tomatoes  String  Beans  Sauerkraut 

Cannery   building___$ll,069  2  $221  

Closing  machine 1,454  10  145  

Compressor    729  10  73  

Conveyor  belt 1,739  10  174  

Evaporative  cooler__        634  10  63  

Kraut  cutter 282  10  

Vacuum  exhauster  _     3,180  10  318  

Hand  pack  filler  ___     1,658  10  166  

Steam    jacket    kettle        350  10  35  

Pulper 1,337  10  

Cylinder  retorts  ___     1,385  10  139  

Scalder 2,791  10  279  

Shaker  washer 599  10  60  

Steamer    540  10  54  

Cooking  tanks 1,616  10  162  

Farm  trailer 343  10  34  

Wood  tanks 297  10  30  

Miscellaneous    1,072  10  107  


$2,060 


Cost  per  unit — $0.0501 
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AGNEWS  STATE  HOSPITAL 

SCHEDULE  A 

SUMMARY   OF   CANNARY   PRODUCTION,    1957-58 

Product  Unit  Total  Pack 

Apples,  W.  P No.  10  Can  1,207 

Apples,  T. No.  10  Can  3,311 

Apricots,   T.   No.  10  Can  4,942 

Apricots,  W.  P No.  10  Can  1,195 

Beans,  String No.  10  Can  2,594 

Beets   No.  10  Can  2,343 

Carrots    No.  10  Can  806 

Peaches,  Pickled  No.  10  Can  453 

Peaches,  T. No.  10  Can  13,363 

Peaches,   W.  P No.  10  Can  1,093 

Pears,  W.   P No.  10  Can  1,025 

Pears,  T. No.  10  Can  13,309 

Prunes,  T No.  10  Can  5,201 

Tomatoes,   Puree No.  10  Can  6,677 

Tomatoes,  S.  P No.  10  Can  17,040 

Total 74,559 


SCHEDULE  B 

STANDARD  CANNERY  COSTS   1957-58 

Labor 

(Paid  help,  salaries,  and  wages) $9,808.15 

Operating  Expenses 

Cans    8,574.28 

Utilities  (@  $0.02  per  No.  10  can) 1,491.18 

Repairs    262.86 

Aprons,  Uniforms,  Gloves,  etc 346.50 

Depreciation   (per  Schedule  F) 1,784.39 

General  and  Administrative  Expense 1,114.33 

(Calculate  at  5%  of  direct  expenditures  for  food 

processing,  excluding  value  of  local  production) 

Total  Standard  Costs $23,381.69 

Divide  the  above  total  by  the  number  of  units  produced  to  give  a  unit  cost  for 
this  schedule  to  be  applied  to  all  production.  (.3136) 


SCHEDULE  C 
RAW  MATERIAL  COSTS,   BY  ITEM,   1957-58 

Pounds 

Item                          Purchased       Local  Production  Price  Total  Cost 

Fruits : 

Apples 16.875  tons  $48.50  per  ton  $818.44 

Apricots    6.996  tons  92.50  per  ton  647.13 

Apricots    10         tons  99.87  per  ton  998.90 

Peaches 56.6      tons  65.00  per  ton  3,681.25 

Pears 57.4      tons  72.50  per  ton  4,163.02 

Prunes    9        tons  110.00  per  ton  999.90 

Vegetables : 

Beans,   String 5.4      tons  130.00  per  ton  698.10 

Beets 7         tons  25.00  per  ton  178.00 

Carrots    6,399  pounds  .03  pound  191.97 

Tomatoes    141.10    tons  22.50  per  ton  3,174.76 

Total   $15,551.27 


12  COMMITTEE   REPORT   ON   CANNERY   OPERATION   COST 

AGNEWS  STATE  HOSPITAL-Continued 

SCHEDULE   D 

MISCELLANEOUS   DIRECT   COSTS,    1937-58 

I.  Sugar: 

Product                                                      Total  Pach  Unit  Cost  Total  Cost 

Apples,  T. 3,311  $0,065  $215.22 

Apricots,  T.   4,492                       0.0642  288.23 

Peaches.  P.  &  T 13,816                       0.07  967.12 

Pears,  T. 13,309                       0.065  865.09 

Prunes,  T. 5,201                       0.065  338.07 

Total    $2,673.73 

II.  Salt: 
None 

SCHEDULE   E 
STORAGE-INSPECTION-RENTAL   COSTS,    1957-58 
Product  Cost 

I.  Cold  Storage  and  Warehouse  : 

Pears   $670.89 

Peaches    464.84 


$1,135.73 
II.  Inspections ; 

Vegetables $43.45 

III.   Specialized  Machine  Rental : 

Salt  machine— Vegetables  $45.00 

Pear  peeler — Pears 750.00 

$795.00 
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COMMITTEE  REPORT  ON   CANNERY  OPERATION   COST  15 

NAPA  STATE  HOSPITAL 

SCHEDULE  A 
SUMMARY   OF   CANNERY   PRODUCTION,    1957-58 

Product                                                                                                    Unit  Total  pack 

Apricots    #10  19,606 

Apricots,  water  pack #10  360 

Peaches #10  14,963 

Peaches,  water  pack #10  1,237 

Pears #10  14,080 

Plums    #10  13,322 

Plums,  water  pack #10  790 

Carrots,  diced — diet  pack #10  686 

Carrots,   diced   #10  4,945 

Beets,  diet  pack   #10  681 

Pickled  beets,  sliced #10  4,495 

Dill   pickles    #10  3,430 

Green  tomato  pickles #10  6,149 

Pumpkin   #10  4,383 

Sauerkraut #10  5,660 

Tomatoes,   S.   P.   #10  19,106 

Tomatoes,  puree  #10  24,685 

Tomatoes,   catsup   #10  2,024 


140,602 
SCHEDULE  B 

STANDARD   CANNERY   COSTS,    1957-58 

Laior: 

(Paid  help,  salaries  and  wages)   '. $10,636.00 

Operating  expense: 

Cans    14,600.50 

Utilities  (@  $0.02  per  #10  can)  2,509.54 

Repairs   876.90 

Aprons,  uniforms,  gloves,  etc. 2,304.69 

Depreciation   (per  Schedule  F)    2,869.88 

General  and  administrative  expense 2,434.74 

(Calculate  at  5  percent  of  direct  expenditures  for  food 
processing,  excluding  value  of  local  production) 

Total  Standard  Costs $36,232.25 

Divide  the  above  total  by  the  number  of  units  produced  to  give  a  unit 

cost  for  this  schedule  to  be  applied  to  all  production $0.2577 
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NAPA  STATE  HOSPITAL-Continued 

SCHEDULE  C 
RAW   MATERIAL   COSTS,   BY    ITEM,    1957-58 

Pounds p^j-gg  rpofal 

Item:                                 Purchased           Local  prod.  (HJ  cost 

Fruits : 

Apricots 3,520  $0.04847  $170.60 

Peaches    21,765  .032  696.48 

Pears    58,285  .03265  1,903.01 

Plums   63,520  .0825  5,240.40 

Apricots   91,973                  .0525  4,828.58 

Peaches    99,312                 .02625  2,606.94 

Vegetables : 

Beets    37,110  $0,037  1,373.07 

Cabbage    33,800  .021  709.80 

Carrots 45,850  .0428  1,963.65 

Cucumbers 13,680  .0222  303.48 

Garlic 325  .20  65.00 

Onions,  dry 6,045  .025  151.13 

Peppers,  bell 5,990  .045  269.55 

Pumpkin    37,545  .0313  1,175.80 

Tomatoes    405,740  .01125  4,564.58 

$26,022.07 

SCHEDULE  D 

MISCELLANEOUS   DIRECT   COSTS,    1957-58 

Total  Unit  Total 

Product                                                                          pack  cost  cost 

I.  Sugar: 

Apricots 19,606  $0.05936  $1,163.86 

Peaches    14,963  .05936  888.22 

Pears   14,080  .05129  722.28 

Plums 13,322  .05129  683.39 

Beets,  pickled 4,495  .00439  19.74 

Tomato  catsup 2,024  .09159  185.39 

Green  tomato  pickles 6,149  .0041  27.12 

$3,690.00 

II.  Salt: 

Carrots,  diced 4,945  $0.00074  $3.66 

Beets,  pickled 4,495  .00090  4.03 

Dill  pickles 3,430  .00302  10.35 

Green  tomato  pickles 6,149  .00302  18.55 

Sauerkraut    5,660  .00302  17.08 

Tomatoes,  S.  P. 19,106  .00082  15.58 

Tomatoes,  puree 24,685  .00082  20.13 

Tomato  catsup 2,024  .00302  6.10 


$95.48 
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NAPA  STATE  HOSPITAL-Continued 

SCHEDULE  E 
STORAGE-INSPECTION-RENTAL   COSTS,    1957-58 
Product  Cost 

I.  Cold  storage  and  warehouse 
II.  Inspection 

Carrots,  diced — diet  pack $4.19 

Carrot.<^,  diced   30.24 

Beets,  diet  pack 4.16 

Piclded  beets,  sliced 27.49 

Pumpkin 26.80 


$92.88 


SCHEDULE   F 

DEPRECIATION   COSTS,  1957-58 

Allocation  hy  product 

Item                                                         Value  Rate  General  Specific 

Building $10,137.86               2%  $202.76 

Eouipment — 

not  for  specific  use 26,671.21  10%  2,667.12 

Food  chopper 300.00  __  _^  $30.00 

Cleaver,   lamb   59.74  __  __  5.97 

Kraut  cutter 906.40  __  __  90.64 

Vegetable  dicer 1.173.63  __  —  117.36 

Pulper 2,640.77  __  —  264.08 

Brine  pump 810.27  __  —  81.03 

Retort 575.00  __  —  57.50 

Washer  and  scalder 2,000.00  __  __  200.00 


$45,274.88  $2,869.88         $846.58** 

Calculate  cost  per  unit 140,602  units  ^  $0.02041 

Total  allocation  to  "General,"  divided  by  the  number  of  units  total  pack  will  pro- 
duce a  per  unit  figure  to  be  included  in  Schedule  "B,"  Standard  Costs.  Amounts 
allocated  to  specific  items  will  be  picked  up  in  summary. 

*♦  Allocated  per  attached  sheet. 

ITEMS   OF   EQUIPMENT   FOR 

SPECIFIC  PRODUCTS 

Cost     SauerTcraut  Beets  Carrots  Tomatoes  Pumpkin  Pickles 

Food  chopper $300.00       $30.00      

Cleaver,  lamb 59.75  5.97      

Kraut   cutter 906.40         90.64      

Dicer,  vegetable 1,173.63      $56.21       $61.15      

Pulper   2,640.77      $100.50  $23.05      

Pulper 129.88      

Pulper 10.65      

Brine  pump 810.27        50.45      $30.58 

Retort    .575.00      19.59         21.,32      16.59      

Washer  and  scalder     2,000.00      16.49         17.95  19.59      

Washer  and  scalder 60.88      

Washer  and  scalder 78.65      

Washer  and  scalder 6.44      


$8,465.81  $177.06  $92.29  $100.42  $406.59  $39.64  $30.58 

Diet  pack $12.14  $12.24      

Regular 80.15  88.18      

Solid  pack $161.38      

Puree 208.53      

Pickles 19.59      

Catsup 17,09     
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MENDOCINO  STATE  HOSPITAL 

SCHEDULE  A 
SUMMARY  OF   CANNERY   PRODUCTION,    1957-58 
Product  Unit  Total  pack 

Fruit : 

Apples 126  #10  Can 

Apricots 4,725  #10  Can 

Peaches    4,952  #10  Can 

Pears    8,154  #10  Can 

17,957  17,957 

Vegetables : 

Kenns    23  #10  Can 

Beets     6,826  #10  Can 

Catsup    271  #10  Can 

Carrots     2,625  #10  Can 

Pumpkin    15  #10  Can 

Tomato  juice 2,512  #10  Can 

Tomato  puree 4,284  #10  Can 

Tomato,  S.  P. 13,308  #10  Can 

Tomato  relish 412  #10  Can 


30,276  30,276 


48,233 


SCHEDULE   B 
STANDARD   CANNERY   COSTS,    1957-58 

Labor: 

(Paid  help,  salaries  and  wages)   $10,234 

Operating  Expenses: 

Cans    5,995 

Utilities  (@  $0.02  per  #10  can) 965 

Repairs     . 181 

Aprons,  uniforms,  gloves,  etc. 168 

Depreciation  (per  Schedule  F) 4,344 

^General  and  administrative  expense   (Calculate  at  5%  of  direct  expendi- 
tures for  food  processing,  excluding  value  of  local  production) 1,062 


Total  Standard  Costs $22,949 


Divide  the  above  total  by  the  number  of  units  produced  to  give  a  unit  cost 

for  this  schedule  to  be  applied  to  all  production $0.47579 

*  Labor   $10,234 

Cans    5,995 

Fruit   (purchased)    3,918 

Sugar    1,079 

Salt    14 


$21,240  X  5%  =  $1,062 
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MENDOCINO  STATE  HOSPITAL-Continued 

SCHEDULE  C 
RAW   MATERIAL   COSTS,   BY   ITEM,    1957-58 

Pounds rp^f^j^ 

Fruits :                                                       Purchased     Local  prod.  Price  Cost 

Apricots   24,444                    __  $0.0525  $1,283.31 

Peaches 41,686                    __  .025  1,042.15 

Peaclies —               1,400  .0622  87.00 

Pears 44,009                    __  .036184  1,592.41 

Pears —               2,225  .0363  81.00 

Apples __               1,300  .0355  46.00 

Vegetables  : 

Beets    41,970  .0178  747.00 

Carrots    16,550  .0514  850.00 

Onions   1,160  .0397  46.00 

Tomatoes 173,853  .01606  2,792.00 


SCHEDULE   D 
MISCELLANEOUS   DIRECT   COSTS,    1957-58 

/.  Sugar  Total 

Product  Pack 

Fruit 17,957 

//.  So/f 

Vegetables — 30,276 


Unit 

Total 

Cost 

Cost 

$0.0001 

$1,079 

.00045 


$14.00 


II. 


SCHEDULE   E 
STORAGE-INSPECTION-RENTAL   COSTS,    1957-58 

Product  Cost 

Cold  Storage  and  Warehouse  : 

Cannery  cases  and  boxes All  products  $884 

Unit"cost  $0.0183 

Inspections : 

Department  of  Public  Health $137 

Unit  cost  $0.0028 


SCHEDULE   F 
DEPRECIATION    COSTS,    1957-58 

Item  Value 

Buildings $25,716 

Equipment    38,296 

$4,344 
Calculated  cost  per  unit : 

Total  allocation  to  "General,"  divided  by  the  number  of  units  total  pack  will  pro- 
duce a  per  unit  figure  to  be  included  in  Schedule  "B,"  Standard  Costs.  Amounts 
allocated  to  specific  items  will  be  picked  up  in  summary. 


General  allocation 

Rate 

by  product 

2% 

$514 

10% 

3,830 
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LETTER  OF  TRANSMITTAL 

Joint  Legislative  Committee  on 
Agricultural  and  Livestock  Problems 
California  Legislature,  February  24, 1959 

To  the  President  of  the  Senate 
The  Speaker  of  the  Assemhly 
And  Other  Memhers  of  the  Senate  and  Assemhly 

The  Joint  Legislative  Interim  Committee  on  Agricultural  and  Live- 
stock Problems,  initially  created  by  S.  C.  R.  51  (Res.  Ch.  141)  Regular 
Session  of  1945,  reconstituted  at  succeeding  regular  sessions  and  pres- 
ently functioning  pursuant  to  the  provisions  of  S.  C.  R.  123  (Res.  Ch. 
338)  Regular  Session  of  1957,  submits  a  report  in  two  parts. 

Part  A  of  this  report  consists  of  data  compiled  by  the  Department 
of  Finance,  showing  detailed  cost  figures  for  farm  products  produced 
at  the  several  state  institutions  conducting  agricultural  operations.  These 
figures  are  for  Fiscal  Year  1957-58.  This  summary,  as  indicated  by 
Mr.  Robert  L.  Harkness,  Assistant  Director,  Department  of  Finance, 
was  prepared  pursuant  to  a  recommendation  made  by  the  Joint  Legis- 
lative Interim  Committee  on  Agricultural  and  Livestock  Problems.  The 
committee,  in  its  July  5,  1956  report  to  the  Director  of  Finance,  had 
recommended  that  all  institutions  at  which  agricultural  activities  are 
carried  on  resume  the  practice  of  providing  the  members  of  the  North- 
ern and  Southern  California  subcommittees  with  a  complete  and  up-to- 
date  report  showing  cost  figures  for  all  farm  products  produced  in  the 
various  institutions. 

Part  B  of  this  report  outlines,  in  some  detail,  committee  recommenda- 
tions relating  to  capital  outlay  expenditures  in  the  1958-59  State  Budget 
for  agricultural  structures  and  facilities  at  the  several  state  institutions. 
These  recommendations  are  based  on  suggestions  made  by  the  Northern 
and  Southern  California  subcommittees.  These  two  subcommittees,  in 
1958,  made  on-the-spot  inspections  of  farm  operations  at  the  several 
institutions  and  carefully  reviewed  all  of  the  items  which  involved  an 
expenditure  of  capital  outlay  moneys  for  agricultural  structures  and 
facilities.  This  is  a  practice  which  was  initiated  by  the  late  Senator 
George  Hatfield  and,  through  the  years,  has  resulted  in  the  savings  to 
California  taxpayers  of  several  hundreds  of  thousands  of  dollars. 

Respectfully  submitted, 

Paul  L.  Byrne 
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Part  A 

AGRICULTURAL  OPERATIONS  REPORT  ON  AGRICULTURAL 

PROGRAMS  AT  THE  VARIOUS  STATE  INSTITUTIONS  FOR 

THE  1957-1958  FISCAL  YEAR 


Department  op  Finance 
Sacramento  14,  November  26,  1958 

Honorable  Paul  L.  Byrne,  Chairman 

Joint  Legislative  Committee  on  Agriculture 
and  Livestock  Problems 
State  Capitol,  Sacramento,  California 

Dear  Senator  Byrne  :  The  attached  agricultural  operations  report 
includes  basic  information  concerning  the  farm  programs  in  our  state 
institutions  during  the  1957-58  Fiscal  Year. 

It  has  been  prepared  pursuant  to  the  recommendations  of  your  com- 
mittee in  its  July  5,  1956,  report. 

Respectfully  submitted, 

Robert  L.  Harkness 
Assistant  Director 
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1957-58  FISCAL  YEAR 
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Orchard  Acreages 13 

Orchard  Income 13 

Paso  Robles  School  for  Boys 38 

Patton   State  Hospital 30 

Pork   (see  Swine) 

Poultry  Production   13 

Poultry  Numbers 13 

Presidents  of  State  Colleges  (With 

Agriculture)    9 

Preston   School  for  Boys 36 

San  Quentin  State  Prison 19 

Solt'dad   State  Prison 19 

Sonoma    State  Hospital 32 

State  Colleges  Agricultural 

Programs 40 

State  Institutions  Conducting  Farm 

Operations 9 

Stockton  State  Hospital 33 

Superintendents  and   Wardens 9 

Swine  Numbers 12 

Swine  Production 12 

Swine  Costs    12 

Value  of  Farm  Production 10 

Vegetable  Acreage 13 

Vegetable  Income 13 
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GENERAL  INFORMATION 

State  Institutions  Conducting  Agricultural  Operations 


De|)artnieiit  and  institutions 

Superintendent 
or  warden 

Industries 
manager 

Inmates 

assigned 

to  farming 

Average 

daily 
population 

Corrections 

Calif.  Institution  for  Men 

Deuel  Vocational  Institution.. 

E.  A.  Oberhauser 

A.  Cook.. 

R.  Heinze 

F.  R.  Dickson 

L.  E.  Wilson 

E.  Shindler 

C.  L.  Ackernian 

A.  Satfield 

E.  HoweU 

214 
35 

91 
36 

177 

2,217 
1,234 

2,460 
4,130 

San  Quentin 

Soledad          

M.  Rich 

2  158 

Director 

Business  manager 

Mental  Hygiene 

Agnews             .    .    .    . 

H.  Tucker,  M.  D 

R.  S.  Rood,  M.  D.  .- 

F.  Garrett,  M.  D 

D.  Lieberman,  M.  D. 
T.  R.  xMiller,  M.  D.  _ 
0.  L.  Gericke,  M.  D.. 
T.  L.  Nelson,  M.  D._ 
F.  H.  Adams,  M.  D._ 

C.  Hoxie 

R.  .1.  Tippins 

B.  W.  Macy 

A.  G.  Robertson 

D.  J.  Bradley 

H.  L.  Carter 

T.  A.  Bravos 

L.  L.  Clark 

98 
41 
95 
74 
78 

128 
49 

166 

4,155 
1,167 

Atascadero    _      _ 

Camarillo       . 

6,673 

Mendocino 

Napa 

2,271 
5  569 

4,325 
3,202 
4,292 

Sonoma 

Stockton 

Superintendent 

Business  manager 

Youth  Authority 

Nelles       - 

L.  Egan 

G.  Spencer 

P.  J.  McKusick 

R.  G.  Telfer 

A.  Anderson 

M.  C.  Jensen 

10 
30 
84 

317 

Paso  Robles 

Preston 

349 
701 

State  Colleges  Offering  Agriculture 


State  colleges 

President 

Dean  of 
Agriculture 

Agri- 
culture 
enroll- 
ment 

Total 
enroll- 
ment 

Chico.     - 

G.  KendaU 

A.  Joyal 

J.  A.  McPhee 

J.  A.  McPhee 

L.  Phillips 

L.  Dowler 

V.  Shepard 

K.  Englund 

131 

388 

1,199 

591 

2,683 

4,590 

3.976 

768 

Fresno 

Cal  Poly — San  Luis  Obispo 

Cal  Poly— KeUogg-Voorhis... 

(  !>) 
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Vaiue  of  Farm  Production  in  Institutions 


Department  and  institutions 


Gross  income 


1956-57 


Net  income 


1956-57 


1957-58 


Corrections 

California  Institution  for  Menf. 

Deuel  Vocational  Institution 

Folsomt 

San  Quentin 

Soledad 


Mental  Hygiene 

Agnews 

Atascadero 

Camarillo 

Mendocino 

Napa 

Patton 

Sonoma 

Stockton 


Youth  Authority 
Paso  Robles__ 

Preston 

Nelles 


Totals- 


$391,037 
114,712 
194,273 
130,637 
311,112 


294,276 


469,252 
293,389 
518,193 
472,400 
263,542 
522,717 


13,948 

1.52,032 

15,187 


.1609,214 
200,435 
196,827 
119,793 
389,568 


277,654 
87,927 
452,709 
293,124 
591,721 
473,. 521 
306,180 
605,723 


14,712 
151,626 

4,528 


.196,029 

—5,728 

—8,851 

16,280 

23,867 


57,1 


169,520 
41,571 

151,653 

114,532 
40,876 

182,259 


3,745 

20,349 

—5,495 


$4,156,707 


$4,775,262 


$898,487 


$167,772 

48,513 

17,700 

3,309 

66,980 


68,096 

21,. 533 
153,526 

42,538 
193,622 
123,003 

81,877 
174,881 


4,592 

26,630 

—3,376 


$1,191,196 


t  Cannery  not  included. 


DAIRY 
Number  of  Animals  June  30,  1958 


Cows 

Heifers 

Ca 

ves 

Bulls 

Dairy 

Department  and 
institutions 

Milking 
and 
dry 

2 
years 

1 
year 

6 

months- 
1  year 

Under 

6 
months 

Mature 

Young 

Total 

Corrections 

California     Institution 

418 

105 
154 
137 
186 

61 
322 
121 
2.56 
211 
168 
238 

104 

124 

37 
15 
23 
24 

12 

45 

1 

26 

13 
38 

9 

122 

35 
60 

1 
58 

9 
80 
37 
63 
52 
38 
29 

36 

137 

24 

5 

16 

68 

6 
94 
16 
19 
53 
30 
54 

15 

106 

15 
16 
27 
19 

6 
43 
28 
70 
113 
34 
72 

30 

16 
1 

"3 

2 
9 
5 
5 

7 
1 
7 

2 

10 

1 

1 
2 
12 
8 
1 
4 
2 

933 

Deuel    Vocational    In- 
stitution  

217 
250 

204 

Soledad 

Mental  Hygiene 

359 
97 

.595 

220 

447 

Patton 

437 

Sonoma 

288 
440 

Youth  Authority 

196 

Totals-      -- 

2,481 

367 

620 

637 

579 

58 

41 

4,683 
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SWINE 
Number  of  Animals  June  30,  1958 


Fat  hogs 

Feeders 

Pigs 

Sows  and 
gilts 

Boars 

Department  and 
institutions 

Weaned 

Suckling 

Total 
hogs 

Corrections 

86 
133 

139 

47 
20 
50 
129 
24 

12 
32 

306 
392 
126 
299 

235 
46 
237 
338 
223 

42 
80 

753 
116 

179 

72 

200 
95 
64 

51 

442 
115 

299 

131 

51 

235 

251 

48 

80 

202 
94 

102 

70 
14 
50 
88 
37 

34 

14 
3 

5 

3 
2 

6 
6 
3 

"•4 

1,803 

853 

126 

Soledad    - 

1,023 

Mental  Hygiene 

558 

133 

778 

907 

399 

Youth  Authority 

54 

281 

Totals 

672 

2,324 

1,530 

1,652 

691 

46 

6,915 

Production  Live  Weight  and  Cost 


1956-57 

1957-58 

Department  and  institutions 

Production 

live 

weight 

Cost  per 

pound 

live  weight 

Production 

live 

weight 

Cost  per 

pound 

live  weight 

Corrections 

356,258 
199,598 
225,907 
694,205 

207,227 
55,397 
176,294 
229,657 
121,348 
232,445 

.2225 
.1580 
.235 
.2287 

.0988 

.1656 

.1277 

.113 

.1496 

.1439 

307,286 

215,065 

95,353 

238,532 

193,927 
43,080 
143,385 
236,.585 
118,990 
159,683 

32,694 
86,170 

.178 

.195 

.394 

.225 

Mental  Hygiene 

.126 

.231 

.187 

.071 

.148 

.129 

Youth  Authority 

.114 

.160 

Totals 

2,498,336 

1,870,750 

SPECIAL  AGRICULTURAL  AND  LIVESTOCK  PROBLEMS  REPORT 
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1956-57 

1957-58 

Department  and 
institutions 

Laying 

hens 

(average) 

Dozen 

eggs 

produced 

Eggs 
per 
hen 

Turkeys 
produced 

Laying 

hens 

(average) 

Dozen 

eggs 

produced 

Eggs 
per 
hen 

Turkeys 
produced 

Corrections 

3,683 
5,292 

6,935 
6,687 
4,382 
5,. 509 

591 
3,228 

70,960 
99,300 

116,340 
99,225 
94,290 

128,310 

12,072 
51,921 

229 
225 

201 
178 
258 
221 

245 
193 

750 
313 

50 

3,807 
4,339 

8,971 
6,611 
4,759 
7,590 

664 
2,850 

71,843 
101,160 

150,870 
105,570 
93,828 
136,440 

12,150 
45,690 

226 
280 

202 
192 
237 
216 

220 
160 

Mental  Hygiene 
Napa 

736 

Patton 

Sonoma 

Stockton 

Youth  Authority 

Paso  Robles    _    .    -.    __ 

322 
73 

Preston 

Totals.    __.   -   ... 

36,307 

672,418 

213 

1,113 

39,591 

717,551 

217 

1,131 

Average 

CROP    PRODUCTION 


Department  and  institutions 


Corrections 

California  Institution  for  Men 

(Chino) 

Deuel  Vocational  Institution 

(Tracy) 

Folsoni 

Soledad 

Mental  Hygiene 

Agnews 

Atascadero 

Camarillo 

Mendocino 

Napa 

Patton 

Sonoma 

Stockton 

Youth  Authority 

Paso  Robles 

Preston 

Nelles 

Totals 


Vegetables 


Acres        Net  income 


331 


143 


1,302 


$11,296 


231 

13,473 

18 

—367 

188 

42,144 

83 

—1,496 

124 

43,635 

116 

9,284 

38,586 


453 

3,150 

—3,376 


$156,782 


Orchards 


Acres        Net  income 


40 


$2,897 


15,022 


63 

—1,233 

20 

—1,829 

138 

4,.368 

36 

1,576 

86 

—10,228 

4 

316 

Field  crops 


Acres 


908 


54 
598 


7,040 


Net  income 


,320 

—$15,610 

189 

—24,336 

755 

1,941 

621 

8,517 

123 

2,470 

431 

—4,013 

650 

—11,681 

544 

—9,435 

611 

—8,316 

236 

—13,702 

-32,986 


—4 
-892 


—$108,047 
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CALIFORNIA   INSTITUTION    FOR   MEN 

Total  Operations  Summary 

Financial  Report                                                          1955-56  1956-57            1957-58 

Total  value  of  farm  production $595,135  $399,982         $009,214 

Total  cost  of  production 507,935  295,008           441,442 

Total  net  income  $87,200  $104,974         $167,772 

Dairy    $64,557  $80,758         $118,321 

Hogs*    —16,168  13,970             31,694 

Beef    19,174 

Orchard    35  1,911               2,897 

Vegetable   15,373  16,939             11,296 

Field  crops 1,960  27,002         —15,610 

Food  processing  credit  for  goods (not  in  total)  (304,402) 

Acreage  and  Inmate  Assignments   Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy  and  beef 10         25               10  25               31         38 

Hogs*   25         12               25  15               25         15 

Orchard 65           2               65  2               40           2 

Vegetables 300         17             267  18             331         14 

Field  crops 1,380         19          1,274  13          1,320         15 

Pasture — 

Dairy 278         __             440  __             445 

Hogs 25         25 

Beef __            4                __  3                __           3 

Food  processing 77 

Miscellaneous   204         52             181  54               95         50 

Totals    2,287       131          2,287  130          2,287       214 

Total  inmate  population 1,670                       2,075  2,217 

*  Slaiiglitei  house  included  in  1957-58  year. 


Enterprise  Summaries 

Dairy  1955-56 

Total  value  dairy  production $227,073 

Total  cost  dairy  production 162,516 

Net  income $64,557 

Cost  per  gallon  milk  produced .4608 

Milk  production    (gallons)    352,700 

Average  number  of  cows 

(milking  and  dry)    268 

Production  per  cow   (pounds)    11,331 

Animals   (June  30th) 

Cows,  milking  and  dry 269 

Heifers,  2  years 97 

Heifers,  1  year 59 

Calves,  6  months  to  1  year 48 

Calves,  under  6  months 30 

Bulls,  mature 6 

Bulls,  immature 3 

Totals 512 


1956-57 

1957-5S 

$212,816 

$357,568 

132,058 

239,247 

$80,758 

$118,321 

.3752 

.4710 

351,956 

507,333 

266 

349 

11,392 

12,501 

259 

418 

124 

SI 

122 

167 

137 

87 

104 

14 

16 
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1,80:'. 


Swine*  1955-56            1956-57            1957-58 

Totiil  valup  hos  prodiu-tion $57,892             $84,29:5           $123,328 

Tot:il  cost  hog  in-otUiotion 74,059                79,268                91,634 

Net   income   —$16,167  $5,025             $31,694 

Pork  production 

Cost   per   pound    .178 

Liveweight 307,286 

Number  slaughtei'ed  or  sold 1,277 

Animals   (June  30th) 

Fat  hogs 123                       59                      86 

Feeders    345                     319                    306 

Pigs,  weaned 635                     603                    753 

Pigs,  suckling 304                    293                    442 

Sows  and  gilts 121                     153                    202 

Boars    17                         9                       14 

Totals 1,545                 1,436 

*  Slaiigliterhouse  included  in  1957-58  year. 

Beef 

Total  value  beef  production 

Total  cost  beef  production 

Net   income   

Animals  (June  30th) 

Steers   38                   

Vegetables 

Total  value  vegetable  production $57,006             $74,396 

Total  cost  vegetable  production 41,633               57,457 

Net   income   $15,373             $16,939 

Production  and  Acreage  Acres     Tons         Acres     Tons 

Potatoes __         —  40       141 

Onions _-         48  __         80 

Tomatoes __       510  90       784 

Other  root  crops 215 

Gieen  crops 742  400 

Total  acres 

Field  Crops 

Total  value  crop  production $87,116 

Total  cost  crop  production 60,114 

Net  income $27,002 

Production  and  Acreage  Acres     Tons         Acres     Tons 

Alfalfa,   hay   —         __  429       968 

Alfalfa,  green 

Corn,  silage  or  fodder 1,200 

Cereal,  grain 90         77 

Cereal,  hay __         __  1,284    2,335 

Pasture,  irrigated 200 

Pasture,  dry 440 

Total    2,443                       1,920 

Fruit,  Nuts  and  Berries 

Total  value  fruit  production $2,140               $4,334               $5,402 

Total  cost  fruit  production 2,105                  2,423                  2,505 

Net   income   $35               $1,911               $2,897 

Production  and  Acreage  Acres     Tons         Acres     Tons         Acres     Tons 

Peaches   6.14         __  16.40         62               40         84 


$32,358 
13,184 

$19,174 

246 

$63,090 
51,794 

$11,290 

Acres     Tons 

40       168 

3         53 

90       664 

50       350 

168       855 

351 


$27,468 
43,078 

—$15,610 

Acres     Tons 
320    1,544 
__       614 


930 
270 
400 
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Food  Processing 

CiHMlit  for  linished  goods 

Production 

Yt'getabley 
Syrup 


No. 


$304,402 

10  Cans 

527,448 
31,626 


DEUEL   VOCATIONAL    INSTITUTION 

Total  Operations  Summary 

Financial  Report                                                              1955-56  1956-57            1957-5S 

Total  value  of  farm  production $167,435  $114,712            $200,435 

Total  cost   of  production 177,506  120,440             151,922 

Total  net  income —$10,071  —$5,728              $48,513 

Dairy    —$242  $4,,546              $29,65:1 

Hogs*    — 5,.329  2,628               43.196 

Field  Crops —6,534           —24,336 

Acreage  and  inmate  Assignments   Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy 5         15                 5  12                 5         14 

Hogs*    __5,329  2,628               43,196 

Field  crops 431          12              4.51  10  1S9         10 

Pasture— dairy     110          _                110  _..  176 

Miscellaneous 218           8             198  4  391           4 

Totals    781         41             781  32  781         .35 

Total   inmate  population 1,186  1,246                       1,234 

*  Slaughterhouse  included  in   1957-58  year. 


Enterprise  Summaries 

Field  Crops  1955-56 

Total  value  crop  production $27,200 

Total   cost   crop   production 26,084 

Net  income $1,116 

Production  and  Acreage  Acres     Tons         Acres 

Alfalfa,  Hay    __ 

Cereal,  Gi'ain 

Cereal,   Hay   __     428.6  ,300 

Pasture,  Irrigated 72       234  100 

Pasture,   Dry 66 

Totals    72  400 

Dairy  1955-56 

Total    value    dairy    pn.duction .i;69,,570 

Tot;il  cos!   dairy   production 69,812 

Net   income    — $242 

Cost   per  gallon   milk   produced .588 

Milk    production    (gallons) 118,170 

Average  number  of  cows   (milking  and  dry)-  89.9 

Production  per  cow   (pounds) 11,375 

Animals    (.Tune  30) 

Cows,  milking  and  dry 90 

Heifers,  2  years 27 

Heifers,  1  year 29 

Calves,  6  months  to  1  year 18 

Calves,  milk  fed,  under  6  months 21 

Bulls,  mature 1 

Totals __^ 186 


1956-57 

1957-58 

$11,436 
17,971 

$10,1.39 
34,475 

• — .$6,53.5 

— $24,33(i 

Tons 

Acres     Tons 

202 
303 

53   237 
80    12 
56    26 
1.50 
26 

365 


1956-57 

1957-58 

$75,357 

$100,705 

70,811 

71,082 

$4,546 

$29,6.53 

.5481 

.517(5 

129,194 

137,264 

94 

100 

11,834 

11,805 

99 

105 

26 

37 

35 

34 

24 

42 

15 

1 

1 

202 


217 
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Swine  * 

Total  value  hog  production $32,399 

Total  cost  hog  production 37,729 

Net   income   — $5,330 

Pork  Production 

Cost  per  pound 

Live  weight 

Animals  slaughtered  or  sold 

Animals   (June  30) 

Fat   hogs    50 

Feeders     167 

Pigs,  weaned 105 

Pigs,  suckling 85 

Sows  and  gilts 66 

Boars    2 

Totals 475 

♦  Sliiiigliteihoiise  included  In   1057-58  year. 


$34,356 

$89,591 

31,727 

46,395 

$2,629 

$43,196 

.1946 

215,065 



896 

119 

133 

158 

392 

194 

116 

143 

115 

82 

94 

3 

3 

853 


FOLSOM   STATE   PRISON 

Total  Operations  Summary 

Financial  Report                                                            1955-56  1956-57  1957-58 

Total  value  of  farm  production $221,632  $194,273  $196,827 

Total  cost  of  production 201,715  203,123  179,127 

Total  net  income $19,917  —$8,850  $17,700 

Dairy    $18,520  $11,210  $17,883 

Hogs*    —2,932  —11,550  1,428 

Poultry 4,329  —7,499  —3,552 

Field  crops    1,941 

Food    processing  f    (223,617) 

Acreage  and  Inmate  Assignments   Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairv 25         22               25  15  25         10 

Hogs*  37           9              37  8  37           7 

Poultry    12            9                12  8  12            6 

Field  crops 

Irrigated  pasture 225           5             225  2  187           2 

Dry  pasture 255         __             255  __  568 

Food  processing —         —  60 

Miscellaneous 275         41  275     ^ 

Totals    829         86             829  33  829         91 

Total  inmate  population 2,660  2,400  2,460 

*  Slaugliterliouse  included  in  1957-58  year, 
t  Credit  for  goods. 


Enterprise  Summaries 

Dairy  1955-56 

Total   value   dairy   production $117,220 

Total  cost  dairy  production 98,700 

Net  income $18,520 

Cost  per  gallon  milk  produced .47 

Milk  production   (gallons) 209,655 

Average  number  of  cows    (milking 

and  dry)    157 

Production  per  cow   (pounds) 11,498 


1956-57 

$123,904 

112,694 

1957-58 
$116,338 
98,455 

$11,210 

$17,883 

.575 

.56 

196,023 

175,733 

147 
11,503 

147 
10,281 

2— L-3873 
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Animals   (June  30) 

Cows,  milking  and  dry 

Heifers,  2  years 

Heifers,  1  year 

Calves,  6  months  to  1  year 

Calves,  tmder  6  months 


Total 


Swine  * 

Total  value  hog  production $31,169 

Total  cost  hog  production 

Net  income   


159 

142 

154 

31 

31 

15 

74 

43 

00 

11 

7 

5 

5 

15 

16 

280 

238 

250 

1955-56 

1956-57 

1957-58 

$31,169 

$47,851 

$40,052 

34,101 

53,172 

38,624 

-$2,932 

$5,321 

$1,428 

.394 

.394 

1,039 

Pork  Production 

Cost  per  pound 

Live  weight 

Number  slaughtered  or  sold 

Animals   (June  30) 

Fat  hogs 54  21 

Feeders 173  328                    126 

Pigs,  weaned 131  38 

Pigs,  suckling 280  97 

Sows  and  gilts 87  45 

Boars    8  5 

Total     733  534  126 

*  Slaughterliouse  included  in   1957-58  year. 

Poultry 

Total   value   poultry   pi'oduction $44,973 

Total  cost  poultry  production 

Net   income   


Cost  per  dozen   eggs 

Total  egg  production,  dozen- _ 
Average  number  laying-  hens- 

Eggs   per   hen 

Birds   (June  30) 

Laying  hens    

Other   chickens   


$44,973 
40,645 

$28,747 
36,246 

$33,677 
37,229 

$4,328 

—$7,499 

—$3,552 

.5154 

78,865 

4,018 

233 

.511 

52,360 

3,683 

229 

.5182 

71,843 

3,807 

226 

3,583 

4,220 
1,000 

3,780 
1,954 

Total    3,583  5,220  5,734 

Field  Crops 

Total  value  crop  production $6,760 

Total  cost  of  crop  production 4,819 

Net  income $1,941 

Acreage  Acres 

Pasture 

Irrigated   187 

Dry    1 568 

Total   755 
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Food  Processing  (Cannery)  195r,-56  1956-57  1951-58 

Credit  for  finished  goods $223,617 

Production  #1^  ^«^« 

Fruit    124,200 

Vegetables   165,400 

Flavored  gelatin 22,500 

Unflavored  gelatin 1,400 

Total    313,500 


SAN   QUENTIN  STATE  PRISON 

Total  Operations  Summary 

Financial  Report                                                          1955-56  1956-57            1957-58 

Total  value  of  farm  production $157,687  $130,637           $119,793 

Total  cost  of  production 147,928  114,357             116,484 

Total  net  income $9,759  $16,280               $3,309 

Dairy    $27,353  $16,280               $3,309 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy 31  34                          36 

Miscellaneous 1 

Totals    32  34                          36 

Total  inmate  population 3,961  4,051                     4,130 

Enterprise  Summary 

Dairy                                                                                  1955-56  1956-57            1957-58 

Total  value  dairy  production $123,108  $130,637           $119,793 

Total  cost   dairy   production 95,755  114,357             116,484 

Net  income $27,353  $16,280              $3,309 

Cost  per  gallon  milk  produced .4748  .5531                 .6625 

Milk  production   (gallons) 201,665  206,763             175,817 

Average  number  of  cows   (milking  and  dry)             141  140                    140 

Production  per  cow  (pounds) 12,323  12,740              10,800 

Animals  (June  30) 

Cows,  milking  and  dry 149  147                    137 

Heifers,  2  years 11  7                      23 

Heifers,  1  year 31  _             10                        1 

Calves,  6  months  to  1  year 33  1                     16 

Calves,  under  6  months 21  36                     27 

Bulls,  mature 3  1 

Bulls,  immature 18 

Totals 249  210                    204 


SOLEDAD  STATE   PRISON 

Total  Operations  Summary 

Financial  Report                                                            1955-56  1956-57  1957-58 

Total  value  of  farm  production $302,245  $311,112  $389,568 

Total  cost  of  production 268,608  287,305  322,588 


Total  net  income $33,637  $23,807  $66,980 

Dairy    $15,586  $27,374  $47,484 

Hogs  *    —22,173  28,572  6,098 

Poultry 14,892  —1,296  4,881 

Field  crops   3,986  -^,534  8,517 

Slaughterhouse  included  In  1957-58  year. 
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Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy 5        20                5  25                8        37 

Hogs* 3        17                3  20                6        23 

Poultry    6         15                 6  17               11         17 

Field  crops 542        42            499  35            574        70 

Pasture — 

Dairy 35                           35  47 

Hogs    60  54 

Miscellaneous 285        72            334  43            290        30 

Totals   936      166            936  140            936      177 

Total  inmate  population 2,100                     2,200  2,158 

*  Slaughterhouse  Included  in  1957-58  year. 

Enterprise  Summaries 

Dairy                                                                               1955-56  1956-57            1957-58 

Total  value  dairy  production $97,895  $139,379          $186,880 

Total  cost  dairy  production 82,309  112,005             139,395 

Net  income $15,586  $27,374            $47,485 

Cost  per  gallon  milk  produced .6055  .5186                 .5170 

Milk  production   (gallons) 135,916  215,972             261,619 

Average  number  of  cows   (milking  and  dry)               89  154                    182 

Production  per  cow  (pounds) 13,147  14,141               12,362 

Animals  (June  30) 

Cows,  milking  and  dry 113  171                    186 

Heifers,  2  years 30  18                      24 

Heifers,  1  year 47  61                      58 

Calves,  6  months  to  1  year 38  58                     68 

Calves,  under  6  months 15  22                      19 

Bulls,  mature 5  3                       3 

Bulls,  immature 1 

Totals 248  333                   359 

Swine  * 

Total  value  hog  production $49,592  $129,428             $66,331 

Total  cost  hog  production 71,765  100,856              60,233 

Net  income —$22,173  $28,572              $6,098 

Pork  production 

Cost  per  pound .2253 

Live  weight 238,532 

Animals  slaughtered  or  sold 1,051 

Animals  (June  30) 

Fat  hogs  140  41                   139 

Feeders 1,027  364                   299 

Pigs,  weaned 342  114                    179 

Pigs,  suckling 375  142                    299 

Sows  and  gilts 155  75                   102 

Boars   7  4                       5 

Totals 2,046  740                1,023 

*  Slaughterhouse  included  in  1957-58  year. 
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Poultry  1955-56 

Total  value  poultry  production $54,327 

Total  cost  poultry  production 39,436 

Net  income  $14,891 

Cost  per  dozen  eggs .35 

Total  egg  production,  dozen 112,390 

Avei-age  number  laying  hens 4,922 

Eggs  per  hen 274 

Birds  (June  30) 

Laying  hens   4,527 

Other  chickens 3,913 

Totals 8,440 

Field  Crops 

Total  value  crop  production 

Total  cost  crop  production 

Net  income 

Production  and  Acreage                      Acres     Tons        Acres 
Alfalfa __ 

Corn,  grain 

Silage  or  fodder 

Cereal,  hay 

Pasture,  irrigated 

Totals    499 


1956-57 

1957-58 

$41,151 

$45,284 

42,447 

40,403 

—$1,296 

$4,881 

.43 

.40 

99,390 

101,160 

5,292 

4,339 

225 

280 

4,633 

4,197 

3,939 

3,607 

8,572 

7,804 

$55,845 

$91,074 

60,379 

82,557 

—$4,534 

$8,517 

Tons 

Acres     Tons 

1,643 

360  2,449 

274 

137    410 

_ 

27    554 

260 

50    419 



47    320 

621 


AGNEWS  STATE  HOSPITAL 

Total  Operations  Summar/ 

Financial  Report                                                          1955-56  1956-57  1957-58 

Total  value  of  farm  production $300,525  $301,746  $277,654 

Total  cost  of  production 187,091  236,396  209,558 

Total  net  income $113,434  $65,350  $68,096 

Hogs    $22,054  $20,482  $30,480 

Orchard 22,360  30,183  15,022 

Vegetables 54,650  13,524  13,473 

Field  crops 2,126  —296  2,470 

Food  processing 12,244  1,457  6,651 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Hogs    3         10                 3  10                3  10 

Orchard 109         15             109  15             100  10 

Vegetables 324         75             324  75            231  75 

Field  crops 60           7               60  7             107  3 

Pasture — hogs    16         __               16  __               16 

Miscellaneous 237         __             237  __             292 

Totals  749       107            749  107             749  98 

Total  inmate  population 4,260  4,139  4,155 
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Enterprise  Summaries 

Swine                                                                                 J955-56  1956-57  1951-58 

Total  value  hog  production $49,577  $50,688  $54,922 

Total  cost  hog  production 27,522  30,206  24,441 

Net  income $22,055  $20,482  $30,481 

Pork  production 

Cost  per  pound .146  .126 

Liveweight    207,227  193,927 

Animals  slaughtered  or  sold 797 

Animals  (June  30) 

Fat  hogs 40                     34  47 

Feeders  220        188  235 

Pigs,  weaned  134        135  72 

Pigs,  suckling 168        230  131 

Brood  sows 95         84  70 

Boars 3         4  3 

Totals 660  675  558 

Fruit,  Nuts  and  Berries  1955-56  1956-57  1957-58 

Total  value  fruit  production $44,417  $56,148  $39,419 

Total  cost  fruit  production 22,058  25,964  24,397 

Net  income $22,359  $30,184  $15,022 

Production  and  Acreage  Acres  Tons  Acres  Tons  Acres 

Apples  and  pears 54  206  57  251  59 

Apricots  and  peaches ,-  35  16  35  39  33 

Plums  and  cherries 1.5        4  1.5        2.5  2 

Prunes    (dry) 5  38  5  100  5 

Walnuts   and  almonds .5          .5  .5          .8  .5 

Berries     9           8.8  12           4.7  4 

Totals 105  111  103.5 

Vegetables 

Total  value  vegetable  production $113,193  $94,822  $81,525 

Total  cost  vegetable  production 58,543  81,298  68,052 

Net  income $54,650  $13,524  $13,473 

Production  and  Acreage  Acres     Tons        Acres     Tons        Acres     Tons 

Onions —  52.3  __  73  15  78 

Tomatoes     __  143.2  __  181  25  181 

Other  root  crops —  1,043.0  __  322  44  237 

Green  crops   —  —  —  570  147  366 

Totals 324 

Field  Crops 

Total  value  crop  production $4,168 

Total  cost  crop  production 4,465 

Net  income —$297 

Production  and  Acreage  Acres     Tons  Acres  Tons 

Cereal,   grain    59 

Cereal,  hay —         —  96 

Pasture,  irrigated 

Totals 60  107 


Tons 

351 

74 

1 

40 

.1 

3 


231 


$6,684 
4,214 

$2,470 

Acres  Tons 

80  100 

15  9 
12 
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ATASCADERO   STATE    HOSPITAL 

Total  Operations  Summary 

Financial  Report  1956-57  1957-58 

Total  value  of  farm  in-oduction $72,762  $87,927 

Total  cost  of  production —  58,389  63,862 

Total  net  income $14,373  $24,065 

Dairy $18,468  $28,108 

Hogs    3,075  337 

Veiietables —5,330  —367 

Fiokl  crops —1,840  -^,013 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates 

Dairy 4  21  4         21 

Hogs    5  7  5           5 

Vegetables     20  12  18           7 

Field  crops 181  8  71           6 

Pasture 

Dairy 30  __  60 

Dry     300  __  300 

Miscellaneous   —  2  —           2 

Totals 540  50  458         41 

Total  inmate  population —    1,161  —    1,167 

Enterprise  Summaries 

Dairy  1956-57  1957-58 

Total  yalue  dairy  production $51,192  $59,058 

Total  cost  dairy  production 32,724  30,950 

Net  income $18,468  $28,108 

Cost  per  gallon  milk  produced .4571  .3707 

Milk   production    (gallons) 71,586  80,700 

Average  number  of  cows   (milking  and  dry)   60  63 

Production  per  cow   (pounds) 10,272  11,037 

Animals  (June  30) 

Cows,  milking  and  dry 65  61 

Heifers,  2  years 4  12 

Heifers,  1  year 4  9 

Calves,  6  months  to  1  year 8  6 

Calves,  under  6  months 10  6 

Bulls,  mature 2  2 

Bulls,   immature ^  1  1 

Totals 94  97 

Swine  1956-57  1957-58 

Total  value  hog  production $12,248  $10,275 

Total  cost  hog  production 9,172  9,938 

Net  income $3,076  $337 

Pork  production 

Cost  per  pound .166  .231 

Liveweight    55,397  43,080 

Animals  slaughtered  or  sold 173 

Animals  (June  30) 

Fat  hogs 20  20 

Feeders    65  46 

Pigs,  suckling 28  51 

Sows  and  gilts 8  14 

Boars 1  2 

Totals 122  133 
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Tons 

2 
13 
30 
58 


Vegetables 

Total  value  vegetable  production $830  $7,416 

Total  cost  vegetable  production 6,159  7,783 

Net  income —$5,329  —$367 

Production  and  Acreage  Acres  Tons  Acres 

Onions   .5           .1               1 

Tomatoes    .4        1.5              3 

Other  root  crops 11.5  15.4              3 

Green    crops —  —  10 

Totals 12.4  17 

Field  Crops 

Total  value  crop  production $8,493  $6,774 

Total  cost  crop  production 10,334  10,787 

Net  income — $1,841  —$4,013 

Production  and  Acreage  Acres     Tons  Acres     Tons 

Cereal,   grain 27  6  27         18 

Cereal,  hay 58  210  44       100 

Pasture,  irrigated 56         60 

Pasture,  dry 300         __  300 

Totals 441  431 


CAMARILLO   STATE    HOSP9TAL 

Total  Operctions  Summary 

Financial  Report                                                             1955-56  1956-57            1957-58 

Total  value  of  farm  production $462,570  $469,252          $452,709 

Total  cost  of  production 304,935  297,257            299,183 

Total  net  income: $157,635  $171,995          $153,526 

Dairy    $88,352  $126,650          $124,296 

Orchard    1,780  3,551            —1.233 

Vegetables    68,009  49,046              42,144 

Field  Crops —901  —7,252          —11,681 

Food  Processing 395 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy 23         30               23  25               23         30 

Orchard     65         15               65  15               63           7 

Vegetables    195         32             195  70             188         35 

Field  crops 555         20             555  25             435         23 

Pasture — 

Dairy 40         __               40  __               40 

Dry    143         —             133  __             175 

Miscellaneous     627         23             637  __             724 

Totals    1,648       120         1,648  135          1,648        95 

Total  inmate  population 6,939  6,626                      6,673 
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Enterprise  Summaries 

Dairy                                                                                1955-56  1956-57  1957-58 

Total   vuIiH'  (lair.v   i)ro(luctiou $280,342  $323,003  $316,624 

Total  cost  dairy   production 191,990  196,3.13  192,328 

Net  income $88,352  $126,650  $124,296 

Cost  per  gallon  milk  produced .45  .4.52  .4439 

Milk   production    (>?allons) 424,482  434,815  425,227 

Average  number  of  cows   (milking  and  dry )    _  .305  ,300  314 

l*roduction  i)er  cow    (pounds) 11,971  12,620  11,646 

Animals   (.Tune  30) 

Cows,  milking  and  dry 313  300  322 

Heifers,  2  years 43  44  45 

Heifers,   1   year 101  98  80 

Calves,  6  months  to  1  year 59  67  94 

Calves,  under  6  months 47  47  43 

Bulls,  mature 7  7  9 

Bulls,  immature 4  3  2 

Totals    574  566  .595 

Fruit,  Nuts  and  Berries  1955-56  1956-57 

Total  value  fruit  production $8,114  $6,283 

Total  cost  fruit  production 6,333  2,732 

Net  income $1,781  $3,551 

Production  and  Acreage  Acres  Tons  Acres  Tons 

Apricots  and  peaches 4.5  19  13.4 

Plums  and  cherries 

Walnuts   and   almonds 11.1  35  5.5 

Berries     __  5  .2 

Totals    59  57 

Vegetables 

Total   value   vegetable   production $98,498  .$84,023 

Total  cost  vegetable  production 30,488  34,977 

Net  income $68,010  $49,046 

Production  and  Acreage  Acres  Tons  Acres  Tons 

Potatoes   (Sweet)    __         43  __  -  55 

Onions     ,__        __  87  __  79 

Tomatoes    __         76  89 

Other  root  crops 837  740 

Green   crops   

Totals    168  188 

Field  Crops 

Total  value  crop  production $55,943  .$46,026 

Total  cost  crop  production 63,195  57,707 

Net  income — $7,252        — $11,(181 
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-$1,233 

Icres 
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Production  and  Acreage  Acres 

Alfalfa,   bay   

Alfalfa,  green 210 

Coru,  silage  or  fodder "m 

Cereal,   grain    110 

Cereal,  hay 70 

Pasture,  irrigated 37 

Pasture,  dry 

Other  crops — limas 30 

Totals    512 


Tons 

Acres 

Tons 

703 

188 

2,645 

470 

65 

712 

114 

110 

84 

68 

32 

292 

40 

162 

175 

120 

39 
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MENDOCINO   STATE   HOSPITAL 

Total  Operations  Summary 

Financial  Report                                                             1955-56  1956-57            1957-5S 

Total  value  of  farm  production $322,174  $293,389          $293,124 

Total  cost  of  production 279,328  251.818            250,218 

Total    net    income: $42,846  $41,571            $42,906 

Dairy    $21,473  $22,493            $42,353 

Hogs    1,988  8,036                6,622 

Orchard     1.727  2,890            —1,829 

Vegetaliles     8,340  2,957            —1,490 

Field  crops —7,477  —8,271            —9.435 

Food  processing 17,412  6,691 

Acreage  and  Inmate  Assignnnents   Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy 8            8                  8  12                  8         10 

Hogs    3         13                 3  10                 3           8 

Orchard     20         __               20  4  "            20           2 

Vegetables       75         20               75  25               83         30 

Field  crops 410         13             410  8             489         15 

Pasture — 

Dairy 35         __               35  __               35 

Hogs    __         __               __  __                 5 

Dry    138         __             138  __               20 

Food  processing 9 

Miscellaneous 526           9             526  __             557 

Totals    1,215         63          1,215  59          1.220         74 

Total   inmate   population 2,260  2,259                       2,271 

Enterprise  Summaries 

Dairy                                                                               1955-56  1956-57            1957-58 

Total  value  dairy  production $126,549  $122,917          $143,012 

Total  cost  dairy   production 105,077  100,424             100,659 

Net  income $21,472  $22,493            $42,353 

Cost  per  gallon  milk  produced .5871  .6122                .5555 

Milk   production    (gallons) 178,960  164,045            169,617 

Average  number  of  cows   (milking  and  dry) 122  106                    112 

Production  per  cow    (pounds) 12,631  13,328              13,024 

Animals   (June  30) 

Cows,   milkiug  and  dry 104  101                    121 

Heifers,   2   years 13  1 

Heifers,   1   year 32  39                      37 

Calves,  6  months  to  1  year 22  21                     16 

Calves,  under  6  months 29  25                     28 

Bulls,  mature 3  5                       5 

Bulls,   immature    3  8                     12 

Totals    194  202                    220 
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Swine  1955-56  1956-51  1957-58 

Total   viiluo   hoj;   pioductioii $29,069  $32,536  $33,418 

Total   cost   hog   production 27,081  24,500  26,796 

Not  income $1,988 

Porlv  production 

Cost  per  pound 

Liveweight    

Animals  slaughtered  or  sold 

Animals  (June  30) 

Vat  hogs 34 

Feeders    192 

Pigs,   weaned   210 

Pigs,    suckling    185 

Sows  and  gilts 51 

Boars    5 

Totals    677 

Vegetables  1955-56 

Total   value   vegetable   production $26,684 

Total   cost   vegetable    production 18,343 

Net  income $8,341 

Production  and  Acreage  Acres  Tons         Acres 

Onions __  26.3 

Tomatoes 94.6 

Other  root  crops 204.3 

Green  crops 

Totals    325.2 

Field  Crops  1955-56 

Total  value  crop  production 

Total  cost  crop  production 

Net  income 

Production  and  Acreage  Acres 

Alfalfa,   hay   148 

Corn,  silage  or  fodder 

Cereal,   grain   45 

Cereal,  hay 86 

Pasture,   irrigated ; 47 

Pasture,  dry 

Other  crops— stock  beets 12 

Totals    338 

Fruit,  Nuts  and  Berries  1955-56 

Total  value   fruit   production $5,694 

Total  cost  fruit  production 3,967 

Net  income $1,727  $2,890  —$1,829 

Production  and  Acreage                       Acres  Tons  Acres     Tons  Acres     Tons 

Apricots  and  peaches __  44  4            1 

Plums  and  cherries 2.4  2           4  2           2 

Prunes    (fresh)    __  47.1  11         49  14           9 

Walnuts  and  almonds 1.0  5           1.8  8           2 

Berries    44 

Totals    20  22  32 
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1956-51 

1951-5S 

$24,699 
21,742 

$20,721 
22,217 

$2,957 

—$1,496 

Tons 

Acres     Tons 
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15    68 
40    85 

83 

1956-51 

1951-58 

$23,944 
32,215 

$27,192 
36,627 

—$8,271 

—$9,435 

Tons 

Acres     Tons 

493 

223 
61 
61 

172 

147   598 
70   488 

106    80 
35    13 
35   154 
20 

131   315 

544 

1956-51 
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$7,985 
5,095 

$3,144 
4,973 
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NAPA   STATE   HOSPITAL 
Total  Operations  Summary 

Financial  Report                                                             1955-56  1956-57            1957-58 

Total  value  of  farm  production $o55,103  $536,944          $591,721 

Total  cost  of  production 369,606  364,434            398,099 

Total  net  income $185,497  $172,510          $193,622 

Dairy $68,281  $78,814          $118,079 

Poultry    33,881  20,590              26,444 

Orchard 6,003  2,202                4,368 

Vegetables 40,464  20,070              43,635 

Field  crops -27,351  -14,151              -8,316 

Food  processing 64,219  64,985                9,413 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy    32         25               32  25               32         25 

Poultry 14         21               14  18               14         15 

Orchard    143         14             143  10             138         12 

Vegetables    125         28             125  23             124         23 

Field  crops 279           3             194  3             279           3 

Pasture — 

Dairy    13           _               13  _               13           _ 

Dry   319           _             319  _             319 

Miscellaneous    1,066           _          1,151  _          1,072 

Totals 1,991         91          1,991  79         1,991         78 

Total  inmate  population 5,272  5,408                5,569 

Enterprise  Summaries 

Dairy                                                                               1955-56  1956-57            1957-58 

Total  value  dairy  production $218,003  $242,496          $279,758 

Total  cost  dairy  production 149,722  163,682            161,679 

Net  income $68,281  $78,814         $118,079 

Cost  per  gallon  milk  produced .4585  .4794                .4374 

Milk  production   (gallons)   326,583  341,449            353,101 

Average  number  of  cows 227  226                   242 

(Milking  and  Dry) 

Production  per  cow  (pounds) 12,410  13,010              12,547 

Animals   (June  30) 

Cows,  milking  and  di-y 223  233                   2.56 

Heifers,   2  years 25  32                     26 

Heifers,  1  year 76  56                    63 

Calves,  6  months  to  1  year 28  12                     19 

Calves,  under  6  months 65  41                     70 

Bulls,  mature 6  8                       5 

Bulls,  immature 3  _                       8 

Totals    426  382                  447 
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Poultry                                                                            1955-56  1956-57 

Toiiil  value  poultry  product iou $86,030  $03,792 

Total  cost  poultry  production 52,158  43,202 

Net  income $33,881  $20,590 

Cost  per  dozen  e^ss -"-'TLO  .2570 

Total  egg  production   (dozen) 150,180  116,340 

Average  number  laying  hens 8,247  6,935 

Eggs  per  ben 182  201 

Birds   (June  30th) 

Laying  hens 8,146  6,665 

Other  chickens — -  4,850 

Turkeys 694  750 

Totals    8,840  12,265 

Fruit,  Nuts  and  Berries 

Total   value   fruit  production $19,698  $28,886 

Total  cost  fruit  production 13,695  26,684 

Net  income $6,003  $2,202 

Production  and  Acreage                       Acres     Tons         Acres  Tons 

Apples  and  pears 54.5      74.5            52.5  68.2 

Apricots  and  peaches 30.1        2.1            20.9  14.4 

Plums  and  cherries 15.5      20.7            23  13.0 

Prunes 37.4      50.9            39.8  30.3 

Walnuts  and  almonds 2.5        0.6              2.5  .7 

Berries    3.0        3.0              4.0  .5 

Totals    143  142.7 

Vegetables                                                                      1955-56  1956-57 

Total  value  vegetable  production $65,411  $48,587 

Total  cost  vegetable  production 24,948  28,517 

Net  income $40,463  $20,070 

Production  and  Acreage                      Acres     Tons        Acres  Tons 

Onions —      49.3             —  35 

Tomatoes —    240.5             —  410 

Other  root  crops _—    624.3             —  179 

Green  crops 260 

Totals    ^-       125    914.1             125  884 

Field  Crops  1956-57 

Total  value  crop  production $9,787 

Total  cost  crop  production 23,939 

Net  income —$14,152 

Production  and  Acreage                       Acres     Tons         Acres  Tons 

Corn,  silage  or  fodder 75       77  600 

Cereal,  grain 114       ___               67  46 

Cereal,  hay 90       ___               50  37 

Pasture,   irrigated 13       13       

Pasture,  dry 319       ___             319  _— 

Totals    611  526 
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PATTON   STATE    HOSPITAL 
Total  Operations  Summary 

Financial  Report                                                            1955-56  1956-57            1957-58 

Total  value  of  farm  production $468,412  $472,400          $473,521 

Total  cost  of  production 338,807  357,868            350,518 

Total  net  income $129,605  $114,532          $123,003 

Dairy $51,969  $52,970            $69,354 

Hogs 30,043  19,116             35,856 

Poultry    20,245  9,788                9,349 

Orchard 6,966  12,399                1,576 

Vegetables 20,293  7,494                9,285 

Field  crops 8,439  —7,397          —13,702 

Food  processing 8,928  20,162              11,285 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy 16         16               16  16               16         15 

Hogs 5         15                 5  15                 5         10 

Poultry    6         13                 6  12                 6         10 

Orchard 36           8               36  __               36           5 

Vegetables    158         16             158  30             116         20 

Field  crops 189        30            189  20            228        20 

Pasture— dairy 13          —                13  __                13 

Food  processing 11  48 

Miscellaneous   246         __             246  __             254 

Totals    669         98            669  104            669      128 

Total  inmate   population 4,325  4,242                      4,325 


Enterprise  Summaries 

Dairy  1955-56 

Total  value  dairy  production $179,717 

Total  cost  dairy  production 128,148 

Net    income    $51,569 

Cost  per  gallon  milk  produced .4365 

Milk   production    (gallons) 293,597 

Average  number  of  cows 196 

(Milking  and  dry) 

Production  per  cow    (pounds) 12,897 

Animals   (June  30) 

Cows,   milking  and  dry 185 

Heifers,  2  years 

Heifers,  1  year 34 

Calves,  6  months  to  1  year 60 

Calves,  under  6  months 38 

Bulls,  mature 7 

Bulls,  immature 

Totals 324 

Swine 

Total  value  hog  production $42,775 

Total  cost  hog  production 12,732 

Net  income $30,043 

Pork  production 

Cost  per  pound 

Liveweight 

Animals  slaughtered  or  sold 
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Animals   (Juno  80)                                                   1955-56  1956-57            1057-58 

Fat  hogs 137  79                    12!) 

Feeders    24G  285                   388 

Pij,'s,  woanod 125  (58                     05 

Pij?s,    sucklins-    196  240                   251 

Sows  and  gilts 82  110                     88 

Boars 5  0                        6 

Totals    791  788                   907 

Poultry 

Total  value  poultry   production $53,016  $49,311            $45,305 

Total  eost  poultry  production 32,771  89,523              35,956 

Net  income $20,245  $9,788              $9,349 

Cost  per  dozen  eggs .2956  .3983                 .3406 

Total  egg  production  (dozen) 110,829  99,225            105,570 

Average  number  laying  hens 7,237  6,687                6,611 

Eggs  per  hen 184  178                    192 

Birds   (June  30) 

Laving  hens 9,069  6,354                6,921 

Other  chickens 1,995  3,969                3,898 

Totals    11,064  10,323              10,819 

Fruits,  Nuts  and  Berries 

Total  value  fruit  production $14,339  $21,779            $12,132 

Total  cost  fruit  production 7,373  9,380              10,556 

Net  income $6,966  $12,899              $1,.576 

Production  and  Acreage                       Acres     Tons         Acres  Tons         Acres     Tovs 

Apricots  and  peaches 8            18            10  16.5            10            14 

Plums  and  cherries 1.0         11              1.5  0.9              1.5           4 

(^itrus    23            82            20  129.7            20            61 

Berries 4              3              4.5  2.5              4.5           0.6 

Totals    36                          36.0  36 

Vegetables                                                                      1955-56  1956-57            1957-58 

Total  value  vegetable  production $55,804  $58,403            $46,514 

Total  cost  vegetable  production 35,511  53,288              37,230 

Net  income $20,293  $5,115              $9,284 

Production  and  Acreage                       Acres     Tons         Acres  Tons         Acres     Tons 

Potatoes    1-       —         75              4  66.7              4            24 

Onions  —       121            12.5  135.0             8.5        88 

Tomatoes    —         38            26.3  94.0            13            35 

Other  root  crops ___       488            33.2  216.0            28.5         40 

Green   crops   —       —            84  200               63          275 

Totals    158                     160.0  117 

Field  Crops 

Total  value  crop  production $25,949            $34,550 

Total  cost  crop  production 30,966              48,252 

Net  income -$5,017          -$13,702 
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Production  and  Acreage  Acres  Tons 

Alfalfa,  hay 18  130 

Alfalfa,  green 33  110 

Corn,  grain  silage  or  fodder 33  488 

Cereal,  hay 62  667 

Pasture,   irrigated 

Pasture,  dry 

Other  crops 33  684 

Totals    179 
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SONOMA   STATE    HOSPITAL 

Total  Operations  Summary 

Financial  Report                                                             1955-56  1956-57            1957-58 

Total  value  of  farm  production $285,892  $256,192           $306,180 

Total  cost  of  production 226,696  215,316             224,303 

Total  net  income $59,196  $40,876             $81,877 

Dairy    $29,088  $30,343             $71,417 

Hogs 6,880  2,683               18,060 

Poultry 13,327  11,114                 5,668 

Orchard    3,555  — 4,255           —10,228 

Food  processing 6.346  991             —3,040 

Acreage  and  Inmate  Assignments   Acres   Inmates     Acres  Inmntes     Acres  Inmates 

Dairy    10           23             10  22             18           21 

Hogs 3             3               3  3               6             5 

Poultry 11            15              11  15              13            12 

Orchard    89           13             89  10             86           11 

Pasture — 

Dairy    35           __            35  __            35 

Dry 628           __           628  __           628 

Miscellaneous    894             8           894  __           884 

Totals 1,670           62        1,670  50        1,670           49 

Total   inmate   population 3,119  3,174                      3,202 

Enterprise  Summaries 

Dairy                                                                                   1955-56  1956-57            1957-58 

Total  value  dairy   production $152,188  $148,858           $204,526 

Total  cost  dairy  production 123,100  118,515             133,109 

Net  income   $29,088  $30,343             $71,417 

Cost  per  gallon  milk  produced .5427  .5482                 .4831 

Milk  production    (gals.) 226,830  216,200             259,375 

Average  number  of  cows   (milking  and  dry)             175  136                    151 

Production  per  cow    (pounds) 11,159  13,760               14,775 

Animals  (June  30) 

Cows,   milking   and  dry 160  135                    168 

Heifers,  2  years 14  18                       13 

Heifers,  1  year 38  43                      38 

Calves,  6  months  to  1  year 25  10                      30 

Calves,  milk  fed  under  6  months 30  27                      34 

Bulls,  mature 2  3                        1 

Bulls,  immature 3  14 

Totals 272  243                   288 
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Swine  1955-56  1956-57 

Total  value  hog  production $23,510  $20,870 

Total  cost  hog  production 1G,636  18,193 

Not  income $6,880  $2,683 

Pork  production 

Cost  per  pound —  .150 

Livcweight —  121,548 

Animals  slaughtered  or  sold 

Animals  (June  30) 

Fat  hogs 40  32 

Feeders 231  211 

Pigs,  weaned 47  25 

Pigs,  suckling 44  45 

Sows  and  gilts 33  34 

Boars    3  3 

Totals 398  350 

Poultry 

Total  value  poultry  production $51,015  $45,142 

Total  cost  poultry  production 37,689  36,805 

Met   income   $13,326  $8,277 

Cost  per  dozen  eggs .52  .39 

Total  egg  production   (dozen) 72,928  94,290 

Average  number  laying  hens 4,267  4,382 

Eggs  per  hen 204  258 

Birds    (June  30) 

Laving  hens 3,4.57  4,382 

Other  chickens 2,912  997 

Turkeys 314  313 

Totals 6,683  5,692 

Fruit,  Nuts  and  Berries 

Total  value  fruit  production $23,401  $15,804 

Total  cost  fruit  production 19,846  20,059 

Net  income $3,555  —$4,255 

Production  and  Acreage  Acres     Tons         Acres     Tons 

Apples  and  pears 23         61  23        42.5 

Apricots  and  peaches 42         83  42        23.4 

Plums  and  cherries 6         22  6  4.7 

Prunes    18         72  18      150 

Totals 89  89 
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STOCKTON    STATE    HOSPITAL 

Total  Operations  Summary 
Financial  Report  1955-56 

Total  value  of  farm  production $670,207 

Total  cost  of  production 456,246 

Total  net  income $213,961 

Dairy     $65,8,56 

Hogs 24,460 

Poultry 26,580 

Orchard    1,202 

Vegetables   61,448 

Field  crops —6,080 

Food  processing 40,489 


1956-57 

1957-5S 

$522,717 

$005,723 

340,458 

430,842 

$182,259 

$174,881 
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25,093 

34 


SPECIAL'  AGRICULTURAL  AND  LIVESTOCK  PROBLEMS  REPORT 


Acreage  and  Inmate  Assignments  Acres  Inmates  Acres  Inmates  Acres  Inmates 

Dairy    50  46  50  44  50         44 

Hogs 17  14  17  13  17         13 

Poultry 10  16  10  10  10         10 

Orchard    60  25  60  8 

Vegetables   95  40  95  30  143         30 

Field  crops 700  20  700  20  808         20 

Pasture — 

Dairy    55  __  55  __  55 

Hogs 10  __  10  _-  10 

Dry 26  __  26  __  26 

Food  processing 

Miscellaneous    234  3  234  __  138         49 

Totals 1,257       164  1,257       125  1,257       166 

Total  inmate  population __    4,615  __    4,428  __    4,292 

Enterprise  Summaries 

Dairy                                                                               1955-56  1956-57  1957-5S 

Total  value  dairy  production $235,036  $296,385  $263,416 

Total  cost  dairy   production 169,181  181,688  187,151 

Net  income   $65,855  $115,697  $76,265 

Cost  per  gallon  milk  produced .4942  .5730  .5475 

Milk  production   (gallons) 342,364  317,099  325,110 

Average  number  of  cows   (milking  and  dry)  240  236  236 

Production  per  cow    (pounds) 12,286  11,573  11,847 

Animals  (June  30) 

Cows,  milking  and  dry 245  225  238 

Heifers,  2  years 12  6  38 

Heifers,  1  year 41  26  29 

Calves,  6  months  to  1  year 71  69  54 

Calves,  under  6  months 95  97  72 

Bulls,  mature 5  7  7 

Bulls,  immature 2  3  2 

Totals 471  433  440 

Swine  1955-56  1956-57  1957-58 

Total  value  hog  production $50,522  $55,714  $65,028 

Total  cost  hog  production 26,062  35,469  20,526 

Net  income $24,460  $20,245  $44,502 

Pork  production 

Cost  per  pound .153                   .129 

Live  weight __  232,445             159,683 

Animals  slaughtered  or  sold 951 

Animals   (June  30) 

Fat   hogs   40  28 

Feeders,  heavy 518  597 

Pigs,  weaned 86  108        (Closed 

Pigs,  suckling 336  290         Out) 

Sows  and  gilts 122  126 

Boars    7  9 

Totals 1,109  1,158 
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Poultry                                                                            1955-56  1956-57  1951-58 

Total  value  poultry  produetion $68,170  $62,185  $63,716 

Total  cost  poultry  production 41,584  44,096  41,210 

Net  income  $26,586  $18,089  $22,506 

Cost  per  dozen  eggs .2750  .3055  .3020 

Total  egg  production  dozen —  128,310  136,440 

Average  number  laying  hens —  5,.509  7,590 

Eggs  per  hen —  221  216 

Birds  (June  30) 

Lnying  hens 5,976  5,509  (Closed 

Other   chickens    —  5,047  Out) 

Totals 5,976  10,556 

Fruits,  Nuts  and  Berries 

Total  value  fruit  production $14,656  $11,315  $316 

Total  cost  fruit  production 13,454  9,243 

Net  income $1,202  $2,072  $316 

Production  and  Acreage                     Acres     Tons         Acres  Tons  Acres     Tons 
Walnuts   (all  closed  out  except 

row  of  walnuts)    3.5           1               3.5  1.2  3.5           .5 

Vegetables 

Total  value  vegetable  production __  $82,384  $67,464 

Total  cost  vegetable  production __  31,272  28,878 

Net  income  —  $51,112  $38,586 

Produciion  and  Acreage                     Acres     Tons         Acres  Tons  Acres     Tons 

Onions __         135             __  __  10         114 

Tomatoes —         333             15  60  33         155 

Other  root  crops __         702             21  2.52  28         342 

Green  crops __           —             79  476  72         300 

Total  acres 40                          115  143 

Field  Crops                                                                     1955-56  1956-57  1957-5S 

Total  value  crop  production __  $69,387  $70,282 

Total  cost  crop  production __  80,057  103,268 

Net   income ^ __  —$10,670  —$32,986 

Production  and  Acreage                     Acres     Tons         Acres  Tons  Acres     Tons 

Alfalfa,  hay   __           __           270  2,077  407      1,637 

Corn  silage  or  fodder __           __           110  1,020  85      1,044 

Cereal — 

Grain __           __           250  200  241         366 

Hay   __           __             __  __  75         163 

Pasture,  irrigated __           __           100  __  100 

Totals    730  908 


FRED   C.    NELLES   SCHOOL    FOR   BOYS 

Total  Operations  Summary 

Financial  Report                                                          1955-56  1956-57  1957-5S 

Total  value  of  farm  production $17,245  $15,187  $4,528 

Total  cost  of  production 20,276  20,682  7,904 

Total  net  income   vegetables —$3,031  —$5,495  —$3,376 
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Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Vegetables    25  5  25  8  25  10 

Miscellaneous    79  11  79  4  79 

Totals 104  16  104  12  104  10 

Total  inmate  population 307  315  317 


Enterprise  Summary 

Vegetables                                                                         1955-5G  J956-57  ]9.',7-5S 

Total  value  vegetable  production $3,346  $4,316  $4,528 

Total  cost  vegetable  production 7,384  8,337  7,904 

Net  income —$4,038  —$4,021  —$3,376 

Produclion  and  Acreafje                        Acres     Tons         Acres  Tons  Acres     Tons 

Onions     —         4.0              __  —  —         2.8 

Tomatoes    _-         2.2             __  __  __         1.0 

Other  root  crops 3.2             —  —       12.2 

Green  crops —          —             —  —  —       30.0 

Totals 9.4             25  38  46.0 


PRESTON   SCHOOL   OF   INDUSTRY 
Total  Operations  Summary 

Financial  Report                                                          1955-56  1956-57  1957-58 

Total  value  of  farm  production $149,132  $152,032  $155,483 

Total  cost  of  production 132,635  131,682  127,233 

Total  net  income $16,497  $20,350  $28,250 

Dairy    $16,842  $19,850  $22,199 

Hogs —1,816  —398  4,403 

Poultry     1,711  1,751  —2,507 

Beef    1,620 

Vegetables    2,931  1,744  3,151 

Field  crops    —3,456  —1,484  —892 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Dairy    36           17             36  17             36  17 

Hogs 12             7             12  7             12  7 

Poultry    2              8                2  10                2  10 

Vegetables    40           15             40  15             40  15 

Field   crops   232           32           232  36           232  35 

Pasture — 

Dairy    54  54  54 

Hogs 13           __             13  __             13 

Beef    50           __             50  __             79 

Dry  pasture    323           __           323  __           323 

Miscellaneous    269             5           269  5           240 

Totals     1,031           84        1,031  90        1,031  84 

Total  inmate  population 617  690  701 

Enterprise  Summaries 

Dairy                                                                               1955-56  1956-57  1957-58 

Total  value  dairy  production $61,472  $69,614  $79,401 

Total  cost  dairy  production 44,630  49,764  57,202 

Net  income   $16,842  $19,850  $22,199 
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1955-56 

Cost  per  gallon  milk  produced .4789 

Milk  production    (f,^-illons) 93,198 

Averas'o  numhor  of  cows  (milking 

and  dry)    88 

Production  por  cow   (pounds) 9,145 

Animals   (.Tune  30) 

Cows,  milking  and  dry 94 

Heifers,  2  years 0 

Heifers,  1  year 35 

Calves,  6  months  to  1  year 26 

Calves,  under  6  months 47 

Bulls,   mature   2 

Totals 210  210  196 

Swine 

Total  value  hog  production $10,894 

Total  cost  hog  production 12,710 

Net   income   — $1,816 

Pork  Production 

Cost  per  pound 

Liveweight     

Number  slaughtered  or  sold 

Animals    (June  30) 

Fat   hogs    20 

Feeders     104 

Pigs,  weaned 103 

Pig.s,  suckling 31 

Sows  and  gilts 35 

Boars    3 

Totals 296  298  281 

Poultry 

Total  value  poultry  production 

Total  cost  poultry  production 

Net  income   

Cost  per  dozen  eggs 

Total  egg  production,  dozen 

Average  number  laying  hens 

Eggs   per   hen ., 

Birds    (June  30) 

Laying    hens    

Pullets,  3  to  6  months 

Pullets,  under  3  months 

Totals 4,846  4,840  3,493 

Beef 

Total  value  beef  production 

Total  cost  beef  production 

Net   income   

Animals    (June  30) 

Steers  or  other  beef  cattle  

Vegetables  1955-56 

Total  value  vegetable  production $12,884 

Total  cost  vegetable  production 10,3.55 


$14,270 

$18,151 

14,668 

13,748 

—$398 

$4,403 

.16 

65,200 

86.170 
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32 

117 
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42 

80 

26 

34 

3 

4 

$21,225 
22,986 

$19,985 
22,491 

$1,711 

—$1,761 

—$2,506 

.4271 

52.537 

2,950 

214 

.4341 

51,921 

3,228 

193 

.4923 

45.690 

2,8.50 

160 

2,979 

1,867 

2,973 

1,867 

2,035 
958 
500 



$3,857 
2,237 



$1,620 



88 

1956-57 

1957-58 

$12,216 
10,472 

$14,431 
11,281 

Net  income   $2,529  $1,744  $3,150 
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Production  and  Acreage  Acres     Tons 

Onions     —  3-9 

Tomatoes    —  22.7 

Other  root  crops —  108.4 

Green  crops 

Totals    

Field  Crops 

Total  value  crop   production 

Total  cost  crop  production 

Net  income   

Production  and  Acreage  Acres     Tons 

Alfalfa,    hay    

Corn,    silage   or   fodder 

Cereal,  hay 

Pasture,    irrigated    

Pasture,   dry   

Totals    598 

*  AUM. 


Acres     Tons 
6.5 
8.6 
89.3 


Acres     Tons 
4.5 

__  12.8 
__  18.8 
__       78.6 


39.9 


39.9 


$14,499 
15,983 


$19,340 
20,232 


—$1,484  —$892 

Acres     Tons         Acres     Tons 


68 

238 

68 

151 

33 

307 

33 

420 

71 

55 

71 

513 

103 

1,181* 

103 

1,170^ 

323 



323 

598 


598 


PASO   ROBLES   SCHOOL   FOR   BOYS 

Total  Operations  Summary 

Financial  Report  1955-56  1956-57  1957-58 

Total  value  of  farm  production $18,642  $13,948  $14,712 

Total  cost  of  production 18,883  10,213  10,120 

Total  net  income —$241  $3,735  $4,592 

Hogs —$306  —$584  $3,185 

Poultry 1,299  1,543  958 

Vegetables   788  1,620  453 

Field  crops —1,893  1,349  —4 

Acreage  and  Inmate  Assignments  Acres  Inmates     Acres  Inmates     Acres  Inmates 

Hogs 111 

Poultry    2                               2                               2 

Vegetables 3                             3                             3 

Field  crops 85                           85                           85 

Pasture,  hogs 2                               2                               2 

Miscellaneous 112                         112                         112 

Totals 205         30*  205         30* 

Total  inmate  population 320  847 

*  Inmates  assigned  to  all  phases. 

Enterprise  Summaries 

Vegetables                                                                         1955-56  1956-57 

Total  value  vegetable  production $945  $1,734 

Total  cost  vegetable  production 157  114 

Net  income $788  $1,620 

Production  and  Acreage  Acres  Tons  Acres     Tons         Acres 

Onions 0.6  4.1 

Tomatoes 1.1  1.4 

Other  root  crops  | 6.0  6.7 

Green  crops  | 

Totals    - 3  3  3 


205        30=* 
349 


1957-58 
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$453 

Tons 

1.4 
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I  0.9 

1  1.5 
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Field  Crops 

Total  value  crop  production $1,159 

Total  cost  crop  production 1,163 

Not  Income — $4 

Production  and  Acreage                       Acres     Tons         Acres  Tons         Acres     Tons 

Cereal,  grain 54                            54                            54  19 

Pasture,  irrigated 5                              5  5 

Totals 59                            59                            59  19 

Poultry                                                                               1955-56  1956-51  1957-5S 

Total  value  poultry  production $5,895  $6,254  $5,986 

Total  cost  poultry  production 4,596  4,711  5,028 

Net  income $1,299  $1,543  $958 

Cost  per  dozen  eggs .337  .390  .414 

Total  egg  production,  dozen 10,282  10,153  12,150 

Average  number  laying  hens 596  497  664 

Eggs  per  hen 207  245  220 

Birds   (June  30) 

Laving  hens 637  620  688 

Other  chickens 250  239  196 

Turkeys 50  50  73 

Totals    937  909  957 

Swine 

Total  value  hog  production $7,067  $3,962  $6,927 

Total  cost  hog  production 7,-373  4.-546  3,742 

Net  income —$.306  —$584  $3,185 

Pork  production 

Cost  per  pound .114 

Liveweight    25,668  32,694 

Animals  slaughtered  or  sold 129 

Animals   (June  30) 

Fat  hogs 0  5  12 

Feeders    25  80  42 

Totals    25  35  54 
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AGRICULTURAL   ENROLLMENT    IN 

Calif. 
SLO 

Animal  science 506 

Livestock   (395) 

Dairy    (69) 

Poultry (42) 

Plant  science 197 

Fruit (26) 

Crops    (111) 

Ornamentals    (6(^) 

Viticulture    

General  and  special 504 

Dairy  industry (26) 

Agricultural  inspection 

Agricultural   education    (21) 

General  agriculture 

Agricultural  engineering (135) 

Agricultural  mechanics (151) 

Agricultural  management (72) 

Enology    

Soil  science (99) 

Agricultural  business 

Total  agricultural  majors 1,207 

Total  agricultural  FTE 625 

Total  college  FTE 4,130 


STATE   COLLEGES 

Poly. 

KV 

Fresno 

Chico 

96 

100 

23 

(96) 

(72) 

(17) 

(21) 

(5) 

(7) 

(1) 

298 

131 

27 

(38) 

(20) 

(73) 

(56) 

(187) 

(11) 
(44) 

148 

157 

(9) 

81 

(49) 

(7) 

(44) 

(2) 

(72) 

(64) 

(23) 

(7) 

(89) 

(2) 

(10) 

(6) 

542 

388 

131 

250 

206 

64 

783 

4,659 

2,698 

STATE    COLLEGE    FARM   PROGRAMS 

California  State  Poiytechnic 

San  Luis  Obispo  Kellogg  Voorhis 

Student  Student 

Enterprise         Acres  projects  Animals                          Acres         projects         Animals 

Beef 1,269  183  847                                                  31                 296 

Dairy    380  41  443 

Sheep    741  83  746                            779              20                355 

Swine   16  79  920                                                  71                 540 

Horses    24  57  94                                                                         78 

Poultry    15  38  12,311 

Orchard 25  76  8 

Crops    340  67  267               15 

Ornamentals  _          5  21  5                11 

Total  _-_  2,815        569  1,127  156 

Fresno  State                                                                Chico  State 

Stude7it  Student 

Enterprise         Acres  projects    Animals                          Acres         projects         Animals 

Beef 130  49              151                                                    2                     8 

Dairy    52  127                                                       1                      1 

Sheep    27  12              235 

Swine 13  23              112 

Horses    25  23                                                       2 

Poultry 11  5           3,000 

Orchard 105  9                                                        i 

Crops    477  21                                                 200                 5 

Ornamentals  _         10 

Viticulture  __      153  23 

Total  ___  1,003         142  200^  10 


Part  B 

RECOMMENDATIONS  RE  CAPITAL  OUTLAY  EXPENDITURES 

IN  1958-1959  BUDGET  FOR  AGRICULTURAL  ACTIVITIES 

AT  STATE  INSTITUTIONS 


Joint  Legislative  Committee  on 
Agricultural  and  Livestock  Problems 
California  Legislature,  August  14,  1958 

Mr.  T.  H.  Mugford,  Director  of  Finance, 
State  of  California,  State  Capitol, 
Sacramento,  California 

Dear  Mr.  Mugford  :  Pursuant  to  instructions  from  Senator  Paul  L. 
Byrne,  Chairman  of  the  Joint  Legislative  Committee  on  Agricultural 
and  Livestock  Problems,  this  is  to  advise  that  the  full  committee  met  on 
July  24,  1958,  in  the  State  Capitol,  Sacramento,  to  take  action  on 
reports  of  the  Northern  and  Southern  California  Subcommittees  on 
Capital  Outlay  Items  relating  to  agricultural  activities  at  the  various 
state  institutions. 

The  following  committee  members  were  present :  Senators  Paul  L. 
Byrne,  J.  William  Beard,  A.  A.  Erhart  and  Assemblymen  Thomas  M. 
Erwin,  Clayton  A.  Dills,  William  AV.  Hansen,  H.  AV.  Kelly  and  Richard 
H.  McCollister.  Senator  Hugh  M.  Burns  and  Assemblyman  Leverette 
D.  House  were  also  in  attendance. 

The  committee,  functioning  in  accordance  w^itli  provisions  of  Senate 
Concurrent  Resolution  No.  123,  1957  Session,  approved  structures  and 
facilities  appearing  in  the  1958-59  Governor's  Budget  as  per  the  at- 
tached report  for  the  following  institutions : 

Departinent  of  Corrections  Department  of  Mental  Hygiene 

California  Institution  for  Men  at  Camarillo  State  Hospital 

Chino  Mendocino  State  Hospital 

California  State  Prison  at  Folsom  Metropolitan  State  Hospital 

California  State  Prison  at  San  Quentin  Napa  State  Hospital 

California  State  Prison  at  Soledad  Pacific  State  Hospital 

Deuel  Vocational  Institution  Sonoma  State  Hospital 

Stockton  State  Hospital 
Department  of  Education 

California  State  Polytechnic  College — • 

Kellogg-Voorhis  Campus 
California  State  Polytechnic  College — • 

San  Luis  Obispo  Campus 
Chico  State  College 
Fresno  State  College 

The  full  committee  also  took  action  on  recommendations  made  by  the 
two  subcommittees  relating  to  items  at  several  of  the  institutions  which 
do  not  appear  in  the  1958-59  Budget  but  w^hich  are  properly  the  con- 
cern of  the  committee  functioning  pursuant  to  the  provisions  of  Senate 
Concurrent  Resolution  No.  123  and  are  of  importance  to  the  future 
agricultural  needs  of  the  respective  institutions. 

Respectfully  submitted, 

Paul  K.  Huff 
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RECOMMENDATIONS  RE  CAPITAL  OUTLAY  EXPENDITURES 
IN  1958-59  BUDGET 

DEPARTMENT   OF  CORRECTIONS 

California  Institution  for  Men  at  Chino 

Construct  Additional   Dairy  Facilities (Total)     $92,102 

a.  Remodel  Horse  Barn  Into  Cow  and  Calf  Barn $5,641 

The  remodeling  of  this  structiire  with  inmate  labor  will 
provide  adequate  facilities  for  the  expanded  herd.  The 
building  is  structurally  sound   and  should  be  permanently 

useful  as  a  cow  and  calf  barn. 

Estimated  Cost  Data: 

40  Pieces  2"  x  12"  x  12'  lumber $230 

20  Pieces  2"  x  G"  x  12'  lumber 30 

20  Pieces  2"  x  4"  x  12'  lumber 19 

40  Pieces  2"  x  6"  x  16'  lumber 78 

35  Yards  concrete 541 

2,000  Concrete  blocks  6"  x  8"  x  16" 420 

4  Tons  plaster  sand 10 

50  Sacks  plastic  cement 70 

1,600  Lin.  ft.  i"  deformed  reinforcing  rod 95 

18  Doors  4'  X  7'  X  2" 160 

800  Lin.  ft.  2"  x  2"  x  i"  angle  iron 90 

1,200  Bd.  ft.  2"  X  12"  01.  white  pine 608 

72  Pr.  T-strap  hinges 216 

18  Door  catches 36 

90  Bolts  i"  X  10" 9 

250  Lin.  ft.  5'  cyclone  wire  fence 500 

18  Gates  6'  x  5' 864 

10  Watering  troughs  (concrete) 250 

10  Yds.  concrete  for  posts 115 

$4,341 
10%  Reserve 400 

Total  material  cost $4,741 

Supervision,  IJ  mos.  @  $600 900 

Total    . $5,641 

The  committee  recommends  approval. 

b.  Construct  Hay  Shed $5,743 

Additional  storage  space  is  nece.'^sary  for  the  present  size  of 

the  dairy  herd.  It  is  understood  that  this  shed  will  be  the 
pole  type  and  that  it  will  be  built  using  inmate  labor. 
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Estimated  Cost  Data: 

36  Length  3-J"  I.  D.  standard  gal.  pipe $1,356 

37  Yards  concrete 422 

100  Rafters,  2"  x  8"  x  22' 470 

3,333  Lin.  ft.  2"  x  4"  perlins 270 

200  Liu.  ft.  2"  X  6"  rafters 24 

50  Lin.  ft.  2"  x  8"  x  12"  rafters 48 

400  Lin.  ft.  4"  x  10"  beam 160 

200  Sheets  27^"  x  12'  gal.  corrugated  roofing  __  700 

100  Sheets  271"  x  6'  gal.  corrugated  roofing 175 

5,700  Lead  beaded  nails  2" 28 

200  Lin.  ft.  ridge  comb. 40 

135  Lin.  ft.  2"  x  2"  x  i"  angle  iron 24 

1,700  Concrete  blocks  6"  x  8"  x  16" 350 

70  Tons  plaster  sand 17 

1,700  Lin.  ft.  i"  deformed  reinforcing  rod 103 

87  Yards  decomposed  granite 216 

$4,403 
10%  Reserve 440 

Total  material  cost $4,843 

Supervision,  U  mos.  @  $600 900 

Total $5,743 

The  committee  recommends  approval. 

c.  Addition  to  Creamery  Building  and  Remodeling 

Present  Structure $16,250 

This  pro.ieet  is  designed  to  increase  the  size  of  the  creamery 
building  to  provide  room  for  the  present  volume  of  milk 
being  processed  and  the  cans  that  are  used.  It  will  involve 
an  addition  of  an  area  24'  x  35'on  the  south  end  of  the  pres- 
ent building  and  a  10'  x  10'  area  for  an  icemaker  unit.  The 
present  office  will  be  used  for  a  work  area  and  a  new  10'  x 
10'  office  will  be  added  to  replace  it.  The  new  area  will  house 
can  storage  and  washing  facilities.  This  will  free  the  pres- 
ent areas  for  use  in  the  processing  and  handling  of  milk 
and  the  cleaning  of  equipment.  Electrical  work  includes  the 
installation  of  such  items  as  transformers,  switches, 
breakers,  panels  and  lighting.  It  is  understood  that  inmate 
labor  will  also  be  used  on  this  i^roject. 

Estimated  Cost  Data: 

General  construction  cost $7,955 

Mechanical  work 1,050 

Electrical  work 4.580 

Supervision  and  inspection  of  construction 320 

Employees'  Retirement  Fund  assessment 90 

Plans,  including  working  drawings 

and  specifications 755 

Guarding  service 1,500 

Total    $16,250 

The  committee  recommends  approval. 

d.  New  Equipment  for  Milking  and  Milk  Processing $47,068 

The  present  equipment  is  of  insufficient  capacity  to  handle 

the  volume  of  milk  now  being  produced  and  processed  under 
emergency  conditions.  In  addition,  much  of  the  present 
equipment  is  badly  in  need  of  replacement.  The  items  re- 
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quos((>d  will  provido  the  necosstiry  mddorn,  .sanitary  facil- 
ities. 

Tlio    i>ri('(>    cslimalcs    for    llicse    various    items    arc    on    an 
installed  basis. 

Estimated  Cost  l)<ila: 

(1)  1  Pipeline  milking  system  for  80-cow  barn 
complete  with  12-nnit  vacuum  pump,  clean- 
in-place  sink  and  pump  system.  There  are 
eight  units  now  existing,  four  new  units  will 

be  added .$S,003 

(2)  1  Short-time  pasteurizer  with  holding  tubes, 
float  control  tank,  timing  pump,  instrument 
]ianel,  hot  water  circulating  unit,  thermom- 
eters, and  controls $9,737 

(3)  1  500  gal.  per  hour  homogenizer $4,800 

(4)  1  Single  sheet  stainless  steel  surge  tank $875 

(5)  1  1..500  gal.  refrigerated  (one  cold  wall) 
holding  tank.  There  is  an  existing  1,500  gal. 
refrigerated  holding  tank $5,500 

(6)  1  9,000  lb.  ice  builder  with  pumping  unit--      $3,870 

(7)  1  Stainless  steel  pipe  sink $500 

(S)    1   Six  can  rotary  can  washer : $5,500 

(9)1  Can  filler  for  10,  5,  3  and  2  gal.  cans $1,438 

(10)    1   Sterilizing  cabinet  with   racks  and   ther- 
mometers for  small  milk  handling  equipment      $1,000 

(II)  Milk  transfer  pumps,  sanitary  piping  and 
valves,  clean-in-place  unit  as  required  for 
pasteurizing   system $2,745 

$44,568 
Contingency   and   installation   supervision 2,500 

Total $47,068 

The  committee  recommends  approval. 

e.  Avfd  Li(ihti)i(j  for  Corrals  and  Calf  Barn $6,000 

This  includes  relocating  one  transformer,  in.stalling  14  poles 
Avith  lighting  fixtures  and  overhead  wiring.  Some  lighting 
fixtures  will  be  installed  on  existing  poles.  This  item  will 
be  done  by  contract. 

f.  Area  Lighting  for  Hospital  Barn  and  Bull  Pens $3,900 

This  includes  seven  poles,  a  transformer,  a  meter  and  meter 
enclosure  with  overhead  wiring  and  lighting  fixtures.  This 
will  be  done  by  contract. 

g.  Bull  Barn  Pens $7,500 

This  project  provides  for  the  construction  of  a  six-unit  bull 
barn  and  pen  with  inmate  labor.  This  is  in  addition  to  the 
three  pens  constructed  under  the  emergency  program. 

Asphaltic  cement  cover  area  will  be  laid  by  contract.  A 
concrete  block  shed  with  pipe  pens  will  be  constructed  on 
this  asphalt   according   to   plans   submitted.   Safety   in  han- 
dling bulls  is  stressed  in  the  plans. 
The   above   three   items,   e.,   f.   and   g.,   are   essential   to   the 
present  operation  for  safety  of  inmates  and  employees  as  much 
of  the  milking  is  done  at  night.  For  this  reason  the  committee 
recommends  approval  of  these  three  items. 

h.    Install  Irrigation  Lines  in  Fields  S,  15,  19,  22  and  23 $29,-500 

The  adding  of  these  lines  will  bring  adequate  irrigation 
facilities  to  335  acres  for  raising  alfalfa,  corn  and  vegeta- 
])1es.  This  will  be  contracted. 
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Estimated  Cost  Data: 

13,09(>  ft.  @  $2.25 $29,500 

The  committee  recommends  approval. 

i.   Construct  Mezzanine  for  Can  Storage  in  Cannery $2,700 

This  project  is  designed  to  reduce  can  damage  and  provide 
storage  for  cans  at  a  convenient  location.  This  25'  x  80' 
wood  and  steel  frame  addition  is  being  provided  for  some 
100,000  No.  10  cans.  It  will  be  built  with  inmate  labor. 
Estimated  Cost  Data: 

Cost  of   materials $2,200 

Supervision 400 

Inmate  labor 100 


$2,700 
The  committee  recommends  approval. 

Construct  Trench  Silo  and  Convert  Silo  for  Feed  Storage $7,880 

An  additional  trench  silo  for  750  tons  is  necessary  for  the 
increased  herd.  This  project  also  provides  for  the  remodel- 
ing of  two  wooden  silos  to  provide  mixed  feed  storage. 
It  is  also  understood  that  inmate  labor  will  be  used  on  this 
project. 

Estimated  Cost  Data: 

Materials     $7,000 

Supervision   and  labor 880 


$7,880 
The  committee  recommends  approval. 

California  State  Prison  at  Folsom 

Discontinuance  of  Poultry  and  Swine  Operations 

Mr.  Leslie  Waight,  Agricultural  Adviser,  Department  of  Finance,  reported  to 
the  Northern  Subcommittee  the  desire  of  the  Department  of  Corrections  to  dis- 
continue, on  an  orderly  basis,  poultry  and  swine  operations  at  the  California 
State  Prison  at  Folsom  as  soon  as  practicable. 

It  was  pointed  out  that  these  two  operations,  in  addition  to  showing  a  net 
loss  over  the  past  several  years,  do  not,  in  terms  of  capital  investment,  show  a 
high  ratio  of  inmate  usage  as  only  12  to  15  inmates  are  needed  on  these  projects. 
Moreover,  the  existing  poultry  and  hog  structure  facilities  are  badly  in  need  of 
repair  and  if  allowed  to  continue,  a  substantial  amount  of  money  will  need  to  be 
appropriated  to  properly  maintain  these  two  operations. 

For  these  reasons  officials  of  the  Departments  of  Corrections  and  Finance  are 
of  the  opinion  that  it  would  be  more  desirable  to  discontinue  these  two  operations 
and  use  the  available  land  for  pasture  for  the  dairy  herd  which  is  presently  fur- 
nishing milk  for  Folsom  and  the  Medical  Facility  at  Vacaville. 

The  subcommittee  recommended  approval  of  the  request  of  the  Department 
of  Corrections  to  discontinue  poultry  and  swine  operations  at  Folsom  State 
Prison  as  soon  as  possible. 

The  full  committee  concurs  in  the  recommendation  of  the  Northern  Subcom- 
mittee. 

California  State  Prison  at  San  Quentin 

Replace   Hay   Barn   Roof  and  Trusses $6,831 

Repair  of  the  present  corroded  aluminum  roof  is  not  practical.  This 
project  is  to  remove  present  roof  and  reconstruct  satisfactory  one  to 
make  this  building  capable  of  full  use  as  feed  and  miscellaneous  storage 
facility.  Construction  will  be  done  by  vocational  training  classes  with 
trainees. 

Estimated  Cost  Data: 

Materials    $5,663 

Supervision  and  labor 1,168 


$6,831 
The  committee  recommends  approval. 
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2.    Pave  Ranch  Area  and  Levee  Road $0,000 

The  condition  of  the  roads  around  the  dairy  area  make  it  difficult  dur- 
ing wet  weather  to  haul  milk,  feed,  etc.  This  project  will  alleviate  this 
situation. 

Estimated  Cost  Data: 

46,000  sq.  ft.  @  13^ $0,000 

The  committee  recommends  approval. 

California  State  Prison  at  Soledad 

1.    Construction   of   Corn    Cribs $3,600 

Til  is  project  provides  for  two  additional  cribs  to  store  corn  grown  on 
the  farm.  These  cribs  would  be  identical  to  those  approved  by  the  full 
committee  last  year.  The  cribs  will  be  8'  wide  x  12'  high  and  50'  long. 
It  is  understood  that  standard  lumber  will  be  used  in  the  construction 
of  these  cribs.  Corn  has  proven  to  be  a  very  satisfactory  crop  at  this 
institution  and  expansion  of  its  production  has  made  increased  storage 
facilities  necessary.  It  is  planned  to  use  inmate  labor  to  construct  these 
cribs. 

Estimated  Cost  Data: 

Material $2,660 

Labor,   etc.   1,000 


$3,600 
The  committee  recommends  approval. 

Deuel  Vocational  institution 

Install    Slaughterhouse    Refrigeration $2,100 

This  will  provide  for  proper  chilling  of  carcasses  after  slaughter,  espe- 
cially during  warm  weather.  Since  meat  is  being  provided  for  Modesto 
as  well  as  Deuel  and  since  it  is  so  difficult  to  transport  freshly  killed 
animals  into  the  institution  through  the  sally  port,  this  provision  is 
deemed  essential.  Work  is  to  be  done  using  inmate  labor. 
Estimated  Cost  Data: 

Materials    $1,800 

Labor,   etc.   360 


$2,160 
The  Northern  Subcommittee  recommended  approval  of  this  item  with 
the  understanding  that  the  Department  of  Finance  would  report  to  the 
full  committee  regarding  the  feasibility  of  using  the  refrigeration  equip- 
ment from  the  California  State  Prison  at  Folsom  in  the  event  swine 
operations  were  discontinued  at  that  institution. 

The  Department  of  Finance  reported  to  the  full  committee  that  it 
had  been  found  feasible  to  use  the  refrigeration  ecjuipment  from  the 
California   State  Prison  at  Folsom  and  that  it  will  be  used. 

Because  at  this  time  an  exact  estimate  cannct  be  made  of  the  actual 
cost  involved  in  this  transfer,  the  full  committee  recommends  approval 
of  the  item  in  the  amount  of  $2,100  with  the  understanding  that  the 
Department  of  Finance  will  endeavor  to  save  as  much  money  as  possible 
in  the  transaction. 

DEPARTMENT   OF    EDUCATION 
California  State  Polytechnic  College— Kellogg-Voorhis  Campus 

Construction   of  Agricultural    Engineering    Building $500,900 

The  Kellogg-Voorhis  Agricultural  Engineering  Building  funded  in 
the  1958-59  Budget  will  be  located  north  of  the  present  corporation  yard 
and  will  accommodate  72  FTE.  Included  in  the  building  are  three  labo- 
ratory shops,  four  offices,  lecture  room,  briefing  conference  room,  survey- 
ing equipment  room  and  auxiliary  rooms.  The  three  shops  are  equipped 
and  designed  to  handle  course  work  in  carpentry  and  concrete,  elec- 
tricity, plumbing,  farm  machinery,  farm  power  and  surveying.  The  agri- 
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cultural    engineering:    department    is    a    service    department    providing 
courses  for  all  agricultural  students  in  the  college. 
The   committee    recommends    approval. 

2.  Equip   Agricultural    Production    Units $23,000 

Equipment  considered  here  is  for  agricultural  facilities  funded  in  10.^7- 
58    which    included    apiculture    unit,    completion    of    ornamental    horti- 
culture unit,  wool  laboratory  and  feed  mill. 
The  committee  recommends  approval. 

3.  Orchard  Development $3,500 

This  third  year  iu-crement  represents  the  final  phase  of  a  three-year 
orchard  development  proiect  started  in  1956-.57.  A  total  of  approxi- 
mately three  and  one-half  acres  is  involved  to  be  planted  to  lemons.  The 
proposal  is  concerned  with  land  jireparation,  irrigation  system,  and  tree 
planting. 

Estimated  Cost  Data: 

Irrigation  development  and  land  preparation $2,000 

?>50  lemon  trees 010 

Salaries  and  wages 500 

$3,500 

The  committee  recommends  approval. 

4.  Replace  Horse  Paddocks $5,075 

The  Arabian  horse  exercise  paddocks  immediately  adjacent  to  the  stables 
were  installed  by  Mr.  Kellogg  thirty  years  a  so.  Through  use  and  age 
they  have  now  deteriorated  to  the  point  where  they  must  be  replaced. 
The  project,  approved  by  the  Arabian  Horse  Advisory  Committee, 
provides  for  approximately  3,000  feet  of  fi'  chain  link  fencing  to  make 
15  individual  paddocks  with  drinking  fountains  in  each.  Construction 
will  be  extended  over  a  two-year  period. 
Estimated   Cost  Data: 

3.000  ft.  of  6'  chain  link  fence $  9.000 

15    drinking   fountains ISO 

Valves,   fittings,   pipe 260 

Labor    704 

$10,144 

First  year  cost    (1958-59) $  5,075 

The  committee  recommends  approval. 

5.  Land  Exchange 

While  at  the  Kellogg  Campus,  the  Southern  Subcommittee  also  met  with  officials 
of  the  City  of  Pomona  to  consider  the  effect  of  the  proposed  Temple  Avenue 
Freeway,  particularly  as  it  related  to  the  land  needs  of  California  State  Poly- 
technic College.  After  a  thorough  discussion  of  this  m.atter,  the  subcommittee 
made  the  following  recommendation  : 

That  Mr.  H.  C.  Vincent,  Jr.,  Chief,  Property  Acquisition  Division,  State 
Department  of  Finance,  secure  preliminary  appraisals  for  the  information  of 
the  full  committee  on  the  following  two  pieces  of  property  : 

1.  The  first  piece  of  property  is  that  land  which  the  college  is  willing  to 
accept  in  exchange  for  that  part  of  the  campus  separated  by  Temple 
Avenue.  It  consists  of  approximately  132  acres.  It  is  descril)ed  as  being 
bound  on  the  north  by  Walnut  Street,  which  is  part  of  the  Kellogg  Campus ; 
on  the  east  liy  San  Jose  Road,  also  part  of  the  Campus ;  on  the  south  by 
San  Jose  AYash  ;  and  on  the  west  by  Collins  Street.  This  area  is  wholly 
within  the  City  of  Pomona. 

2.  The  second  piece  of  property  is  that  laud  which  the  college  is  willing  to 
exchange.  It  consists  of  approximately  164  acres,  including  15  acres  for 
the  Temple  Avenue  right-of-way  itself.  It  is  described  as  being  bound  on 
the  west  by  Mt.  San  Antonio  Junior  College  Campus  and  on  the  north 
and  east  by  the  proposed  Temple  Avenue. 
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At  tlie  moetlnp;  of  the  full  committee  it  wns  pointed  out  that  the  preliminary 
appraisals  of  these  two  pieces  of  property  which  had  been  requested  by  the 
Southern  Subcommittee  were  not  yet  available.  However,  after  a  very  thoroufili 
discussion  of  the  problem,  and  the  possil)le  impact  of  the  proposed  Temple 
Avenue  Freeway  upon  the  Kellogg  Campus,  the  full  committee  recommends  en- 
dorsement of  the  principle  of  exchange  of  tiiese  two  parcels  of  land  by  the 
parties  involved   if  legally  possible. 

California  State  Polytechnic  College— San  Luis  Obispo  Campus 

1.  Feed    Mill    Improvements $12,020 

These  improvements  are  needed  to  bring  the  feed  mill  up  to  present  day 
standards  and  operations.  This  will  enable  the  feeds  to  be  handled  in 

bulk.  The  eliminating  of  sacks  will  save  considerable  operating  expense. 
The  item  will  also  provide  additional  ventilation  and  weather  protection. 
Estimated  Cost  Data: 
Convert  present  sacking-off  to  bulk  handling  : 

Truck  loading  bin $  G,G0O 

Hydraulic  equipment 2,400 

Foundation  and  labor  for  erecting  bins 1,920 

$10,920 

Labor  and  materials  for  three  ventilators 300 

Galvanized  sheet  metal  roof  over  loading  dock : 300 

Purchase  and  install  backstop  in  grain  elevator 500 

$12,020 
The  committee  recomends  approval. 

2.  Construct   Brooder   House $1,480 

The  brooder  house  is  needed  to  facilitate  the  student  project  and  regular 
replacement  programs.  It  will  complete  the  new  poultry  unit  as  planned. 
Construction  will  be  accomplished  by  the  carpentry  class  as  a  student 
project. 

Estimated  Cost  Data: 

Materials    $      880 

Utilities     400 

Labor    (painting)    200 

$1,480 
The  committee  recommends  approval. 

3.  Redesign  and   Install    Hay  Chopping    Equipment $5,520 

Replacement  of  the  hay  pipeline  and  installation  of  a  bypass  are 
urgently  needed.  Other  improvements  are  necessary  to  make  this  unit 
operate  properly.   These  will  be  included   in   the  project. 

Estimated  Cost  Data: 

35"  Roberts  hay  fan  (return  6B  fan) $240 

20  HP.  1,800  R.P.M.  electric  motor  TKFO   (return  10  HP. 

motor) 840 

Miscellaneous  replacement  items   (hay  pipe  line) 1,440 

Other  equipment 3,000 

Labor  included      $5,520 
The  committee  recommends  approval. 

4.  Construct   Beef   Unit   Fence $4,115 

This  fence  will  replace  wire  fences  that  are  in  very  poor  condition. 
Douglas  fir  2"  x  6"  —  3-rail  fences  are  to  be  constructed.  The  fence  will 

be  approximately  1,405  ft.  in  length. 
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Estimated  Cost  Data: 

Lumber  and  hardware $1,675 

Ready  mix  concrete — 6  cu.  yd.  @  $15.00 90 

Gates,  4  @  $31.25 125 

Paint  300 

Labor — construct  and  paint  fence 1,925 

$4,115 
The  committee  recommends  approval. 

5.  Concrete    Manure    Pit $4,086 

This  pit  will  provide  storage  for  manure  that  cannot  be  spread  directly 
on  fields.  It  will  aid  in  composting,  prevent  leaching,  and  help  weed  con- 
trol. It  will  be  located  on  the  creek  bank  for  economical  handling  of 
manure  and  in  an  area  away  from  other  facilities.  The  pit  will  be  con- 
structed by  agricultural  engineering  classes. 
Estimated  Cost  Data: 

Materials $3,836 

Student  labor — site  clearance,  etc. 250 

$4,086 
The  committee  recommends  approval. 

6.  Remodel  Cheda  Ranch  Milking  Barn $4,048 

The  deteriorated  condition  of  the  feed  trough,  etc.,  makes  it  necessary  to 

repair  or  replace  present  stanchions.  This  project  will  remodel  the  barn 
into  a  walk-through  type.  This  is  a  12-unit  barn,  handling  approximately 
85  cows.  It  will  materially  improve  operations  and  cut  down  on  milking 
time  for  student  projects:  Improvement  in  lighting  for  safety  is  included. 
Estimated  Cost  Data: 

Materials  and  equipment $3,098 

Labor  to  remove  trough  and  install  stanchions 750 

Labor  and  materials,  light  control  system 200 

$4,048 
The   committee   recommends   approval. 

7.  Extend  Irrigation  Lines $4,186 

This  project  provides  for  the  extension  of  irrigation  lines  in  the  swine 
pasture  area  and  1,800  ft.  in  the  crops  and  orchards  area.  The  state 

dairy  sump  is  needed  to  facilitate  irrigation  and  to  reclaim  water  from 
the  dairy. 

Estimated  Cost  Data: 
Swine   Pasture 

350'  war  surplus  5"  copper  pipe None 

Labor  and  material  to  lay  pipe $525 

Trench  and  backfill 100 

$625 
Orchard 

1,800'  of  8"  concrete  pipe  in  place  @  $1.50  ft. $2,700 

Valves,  vents,  etc. 213 

$2,913 
Dairy  Sump 

100'  of  12"  concrete  pipe  in  place $350 

Valves,  vents,  etc. 298 


Total   $4,186 

The  committee  recommends  approval. 
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Farrowing   Barn   Improvements $1,480 

This  includes  two  projects  : 

a.  Construct  gutters  around  farrowing  barn  and  tie  to  drainage 
system.  This  project  is  necessary  for  sanitation  and  water 
control $720 

b.  Four  portable  lavatories  with  a  chemical  toilet  for  use  of 
laboratory  classes,  FFA  events,  Poly  Royal,  and  picnic  area. 
This  project  is  the  most  economical  way  to  provide  necessary 
facilities  for  the  activities  listed. $760 


$1,480 
The  committee  recommends  approval. 

Resurface  Area  Around   Dairy  Manufacturing  Unit $1,341 

Surfacing  of  the  driveway  and  parking  area  with  plant  mix  and  the 
wash  area  with  concrete  in  front  of  the  Dairy  Manufacturing  Building 
will  prevent  erosion  and  clogging  of  drains  and  generally  improve  opera- 
tions. It  is  understood  that  the  concrete  work  will  be  done  using  student 
labor. 

Estimated  Cost  Data: 

Materials — plant  mix,  concrete,  etc. $926 

Labor  and  preparation 415 


$1,341 

The  committee  recommends  approval, 

10.  Site  Acquisition $500,000 

While  at  the  San  Luis  Obispo  Campus,  the  Southern  Subcommittee  also 

had  under  consideration  the  terms  of  Senate  Bill  584  of  the  1957  Session 
which  provides  for  an  appropriation  from  the  State  College  Fund  of 
$500,000  to  be  expended  for  the  purchase  of  not  to  exceed  360  acres 
of  farmland  for  the  California  State  Polytechnic  College. 

College  officials  in  discussing  this  matter  with  the  members  of  the 
Southern  Subcommittee  on  June  16,  1958,  pointed  out  that  they  have 
currently  under  consideration  five  possible  farm  sites.  After  visiting  the 
various  sites  under  consideration  and  following  a  thorough  discussion  of 
the  merits  and  demerits  of  the  sites,  the  subcommittee  recommended  that 
the  necessary  steps  be  undertaken  to  acquire  that  pi-operty  described  as 
Area  No.  4  in  a  document  presented  to  the  Southern  California  Sub- 
committee entitled  "Califoi-nia  State  Polytechnic  College,  Agriculture 
Interim  Committee,  June  16,  1958."  However,  it  was  also  recommended 
that  Mr.  H.  C.  Vincent,  Jr.,  Chief,  Property  Acquisition  Division,  State 
Department  of  Finance,  secure  for  the  information  of  the  full  committee 
preliminary  appraisals  on  three  of  the  other  sites  under  consideration, 
also  described  in  the  above  mentioned  document. 

At  the  meeting  of  the  full  committee  it  was  pointed  out  that  the  pre- 
liminary appraisals  requested  by  the  Southern  Subcommittee  on  the 
various  sites  were  not  yet  available.  However,  after  reviewing  the  action 
of  the  Southern  Subcommittee,  the  full  committee  recommends  that  the 
Public  Works  Board  in  the  selection  of  a  site,  proceed  on  the  following 
priority  basis : 

1st  Priority Area  No.  4 

2d  Priority Area  No.  2 

3d  Priority Area  No.  1 

11.  State  Lands  Lease  Request 

On  June  22,  1956,  the  committee  concurred  in  the  following  recom- 
mendation made  by  the  Southern  Subcommittee  concerning  land  at  Camp 
San  Luis  Obispo : 

"1.  The  subcommittee  unanimously  recommended  that  these  2,369 
acres  of  state  land  be  excluded  from  the  total  acreage  subject  to 
lease  to  the  Sixth  Army  and  that  this  acreage  be  made  available 
on  a  similar  lease  arrangement  to  California  Polytechnic  College 
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through  its  foundation  at  a  rate  not  to  exceed  that  being  paid 
by  the  Federal  Government. 
"2.  The  subcommittee  furtlier  recommended  that  when  the  state- 
owned  lands  known  as  Camp  San  Luis  Obispo  is  declared  surplus 
to  the  needs  of  the  State  that  it  be  transferred  to  the  California 
Polytechnic  College." 

California  fitate  Polyiechnlc  College — k^uii,  Luis  Ohispo  Canipiift  (Continued) 

At  the  Southern  California  Subcommittee  meeting  on  June  16th,  1958,  college 
officials  pointed  out  that  recommendation  number  1  had,  for  all  practical  pur- 
poses been  accomplished,  although  there  would  be  a  year's  delay  before  this  full 
acreage  can  be  leased  to  the  college.  Because  of  legal  complications,  the  Depart- 
ment of  Finance  has  recommended  that  the  lease  with  the  private  party  be  ex- 
tended for  one  year.  It  is  understood  that  the  college  will  sublease  from  the 
private  party  a  portion  of  the  land  during  that  period.  It  should  be  pointed  out 
that  the  original  2369  acres  have  been  reduced  to  provide  in  part  for  the  new 
prison  site  and  the  reservoir  for  the  prison.  The  actual  acreage  now  is  1,938 
acres  as  described  as  area  7-8  in  Exhibit  B  of  the  subcommittee  report. 
The  Southern  Subcommittee  felt  that  the  second  recommendation  concurred 
in  by  the  full  committee  in  1956,  should  be  clarified  to  read  as  follows : 

The  subcommittee  further  recommends  that  when  the  state  owned  land 
known  as  Camp  San  Luis  Obispo  is  declared  surplus,  in  whole  or  in  i>art,  to 
the  needs  of  the  state,  the  needs  of  the  California  State  Polytechnic  College 
be  given  primary  consideration  before  tlie  land  is  otherwise  disposed  of  or  sold. 

The  committee  concurs  in  the  recommendation  of  the  Southern  California   Sub- 
committee relative  to  clarification  of  the  second  recommendation  made  in  1956. 

Chico  State  College 

1.  Farm    Site    Development $150,000 

This  money  will  be  made  available  for  preliminary  building  plans,  neces- 
sary surveys  and  engineering  for  determining  location  and  elevations  of 
structures.  In  addition,  irrigation  facilities,  fencing,  and  other  projects 
needed  immediately  will  be  undertaken  as  funds  allow.  The  actual  secur- 
ing of  the  farm  must  be  made  before  this  program  can  be  activated. 

2.  Initial  Complement  of  Equipment  for  the  Farm $.50,000 

As  soon  as  the  farm  is  purchased  and  areas  cleared  for  use  by  the 
agricultural  department,  some  equipment  will  be  necessary.  This  money 
should  be  available  when  needed.  The  College  will  select  from  an  ap- 
proved list  of  equipment. 

No  action  was  taken  by  the  subcommittee  on  these  two  items  because  at 
the  time  of  the  meeting  of  the  subcommittee,  appraisal  reports  on  farm 
property  under  consideration  were  not  available. 

However,  on  June  18,  1958,  the  Public  Works  Board  took  official  action 
selecting  the  southerly  portion  of  the  Patrick  Compton  Ranch  and  author- 
ized negotiations  with  the  property  owners. 
After  reviewing  these  two  items,  the  committee  recommends  their  approval. 

Fresno  State  College 

1.  Construct  Enoiogy  Building $147,670 

The  completion  of  this  laboratory  will  provide  the  facilities  for  instruc- 
tion in  enoiogy.  This  item  was  originally  approved  in  1953  but  was  held 

up  for  various  reasons  until  the  19.57-58  budget  year.  It  was  put  over 
into  1958-59  because  of  lack  of  funds  and  it  is  now  planned  to  be  ready 
for  use  early  in  the  year. 

2.  Equip    Enoiogy    Building $43,000 

The  equipment  necessary  to  make  the  enoiogy  laboratory  an  operational 

unit  is  planned  with  this  allotment. 

Estimated  Cost  Data: 

Room  1 — Technician's  laioratory $4,095 

Nepho  colorimeter,  muffle  furnace,  Kyeldahl  multidistilla- 
tion    apparatus,    analytical   balance,    monocular    (3)    and 
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binocular  (1)  microscopes,  titration  tabic  .-nul  miscella- 
neous stools,  oven,  etc. 

Room  Ji — Govcnniient  <i(ii<ger''s  Room 195 

Ebulliometer 

Room  5 — Brandy  Storaye  Room ^ 910 

Portable  dial  scale 

Room  8 — Fermenting  Cellar $3,440 

Basket  press,  yeast  culture  tank,  portable  steam  generator 

Room  9 — Laboratory   and   Classroom 3,991 

Stools,  water  bath,  refractometer,  deep  freeze  and  refriger- 
ator unit,  laboratox-y  plate  and  frame  filter,  clinical  centri- 
fuge, oven  incubator,  pH  meter 

Room  12— Table  Wine  Storage  Cellar 1,790 

2  stainless  steel  storage  tanks  (200  gal.),  2  redwood  stor- 
age tanks   (250  gal.) 

Room  13 — Dessert  Wine  Processing  Room  and  Storage  Cellar      10,208 
Transfer  pumps,  Avine  hose,  plate  and  frame  filters,  plate 
heat  exchanger,  6  oak  butts   (50  gal.),  6  redwood  storage 
tanks  (200  gal.),  4  redwood  storage  tanks  (250  gal.) 

General   Use — 18,371 

Miscellaneous  bulletin  boards,  benches,  janitorial  equip- 
ment and  misc.   ($4,036) 

Total   $43,000 

It  is  to  be  noted  that  the  northern  subcommittee  had  recommended 
approval  of  both  of  these  items  subject  to  review  by  the  Legislative 
Analyst  prior  to  the  meeting  of  the  full  committee. 

Even  though  a  question  was  raised  regarding  the  necessity  for  a 
Ganger's  Room  in  the  Enology  Building,  the  committee  recommends 
approval  of  both  items  in  their  entirety. 

Purchase  and  Install  Seed  Handling  Equipment  for  Crops  Building         $14,400 
The  items  included  in  this  project  are  to  complete  the  crops  building 
and  equipment.   Price  increases  have   made   it  necessary   to   divide  the 
crops  unit  into  three  phases.  The  building,  phase  I ;  the  machinery  decks 
and  storage  tanks,  phase  II ;  and  this  equipment  as  phase  III. 

This  equipment  will  be  purchased  on  ;in  installed  basis  to  insure  satis- 
factory operation. 

Estimated  Cost  Data: 

Clipper  super  29-D  precision  seed  cleaner $4,010 

S.  S.  S.  AXlOO  gravity  seed  separator 2,065 

Model  805— 8-roll   rice  mill ,__  995 

Clipper  seed  debearder  and  dust  collector 1,525 

Automatic  seed  box  dumper ' 895 

Screening  sack-off  frames 70 

Portable  rice  mill  frame 115 

Screen  rack 395 

Extra  clipper  screens 685 

Extra  deck  for  gravity  cleaner 145 

Installation  and  electrical  services 3,500 

$14,400 
The  committee  recommends  approval. 

Complete    Battery    Brooder    House $1  ,!).'*>() 

Installation  of  space  heaters,  evaporative  coolers  and  insulation  to 
enable  temperature  control  during  extremes  in  weather  will  complete 
this  unit.  These  were  omitted  when,  due  to  price  increases,  original  costs 
exceeded  funds  available  at  that  time. 
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Estimated  Cost  Data: 

Circulating  heater  50M   BTU $300 

Circulating  heater  25M  BTU 275 

Evaporative  cooler  3.500  CFM 375 

Insulation  materials    (installed) 480 

Installation  and  miscellaneous 500 

.$1,930 
The  committee  recommends  approval. 

5.  Install  2  Farm  Wells  and   Pumps $1()..1(H) 

These  two  pumps  were  held  out  of  the  1957-58  request  for  five  wells, 

three  were  allowed.  The  declining  water  table  necessitated  the  lowering 
of  wells  which  were  installed  15  to  20  years  ago.  Two  more  wells  will 
be  requested  for  1959-60. 
Estimated  Cost  Data: 

Furnish  two  25-HP  deep  well  turbines  @  $4,000__  $8,000 
Drill  2  wells  160',  including  casing,  developing,  etc.  2,500 
The  Northern  Subcommittee  recommended  approval  sub- 
ject to  a  complete  review  by  the  Department  of  Finance 
prior  to  the  meeting  of  the  full  committee. 

Mr.  Leslie  Waight,  Agricultural  Adviser,  State  Depart- 
ment of  Finance,  repoi'ted  to  the  full  committee  that  the 
department  had  reviewed  this  item  and  recommended  that 
it  be  approved.  For  this  reason,  the  committee  recom- 
mends api)roval. 

6.  Construct   Plum   Grader $2,000 

This  portable  grader  of  wood  and  metal  frame  construc- 
tion will  be  constructed  by  agricultural  mechanics  classes. 
It  will  meet  industry  standards  and  be  easily  duplicated  by 
students  for  home  farm  use. 

Estimated  Cost  Data: 

Lumber   $120 

Miscellaneous  parts,  including  motors,  chains, 

pulleys,   etc.   1,680 

Labor 200 

$2,000 
The  committee  recommends  approval. 

7.  Install  Sprinkler  Irrigation   Field   Laboratory $9,850 

An  area  165'  x  250'  will  be  paved  and  necessary  drains 
and  pumps  installed  to  recapture  water.  This  will  give  an 
excellent  facility  for  instruction  in  the  increasingly  impor- 
tant subject  of  sprinkler  irrigation.  College  officials  pointed 
out  that  many  of  the  manufacturers  of  sprinkler  equipment 
have  donated  equipment  for  use  in  the  field  laboratory. 

The  committee  recommends  approval. 


DEPARTMENT   OF   MENTAL    HYGIENE 
Camarillo  State  Hospital 

Construct  Portable  Mangers  for  Dairy $4,500 

This  project  will  provide  for  the  construction  of  20  wooden 
mangers,  6'0"  x  5'0"  x  16'0"  on  6"  x  6"  skids.  These  mangers  are 
used  for  supplemental  feeding  in  the  dairy  corral.  Sixteen  of  these 
mangers  are  being  constructed  to  replace  the  present  mangers  which 
have  been  in  use  many  years  and  arc  in  a  condition  where  further 
repairs  would  not  be  economical  or  good  practice.  The  project  also 
provides  for  the  construction  of  additional  mangers  to  accommodate 
the  increased  herd  size. 


SPECIAL  AGRICULTURAL  AND  LIVESTOCK  PROBLEMS  REPORT  57 

Estimated  Cost  Data: 

Materials    $3,300 

Labor    1,200 


$4,500 

The  Southern  Subcommittee  recommended  approval  of  this  item 
subject  to  review  by  the  Oflice  of  the  Legislative  Analyst  and  the 
Department  of  Finance.  The  Office  of  the  Legislative  Analyst  re- 
vievi^ed  cost  estimates  on  this  item  and  reported  that  they  were 
not  excessive.  For  this  reason  the  committee  recommends  approval. 

Construct  and   Replace  Irrigation   Line $1,200 

Project  will  provide  GOO  lineal  feet  of  irrigation  line  in  place. 
Line  to  be  constructed  of  12-inch  transite  pipe  between  Well  No.  1 
and  Well  No.  5.  Line  will  replace  the  existing  8-inch  line,  which  is 
inadequate,  in  poor  condition  and  susceptible  to  pressure  breaks.  It 
will  also  provide  an  adequate  supply  of  water  for  effective  irriga- 
tion ;  and  interconnect  irrigation  Wells  No.  1,  5  and  6. 

Because  a  question  was  raised  by  one  of  the  members  of  the 
Southern  Subcommittee  regarding  the  use  of  transite  pipe,  the  Sub- 
committee recommended  approval  of  this  item  contingent  upon  re- 
view by  the  Office  of  the  Legislative  Analyst  and  the  Department 
of  Finance.  The  Office  of  the  Legislative  Analyst  reported  to  the  full 
committee  that  this  item  had  been  reviewed  with  officials  of  the  De- 
partment of  Mental  Hygiene  who  are  now  of  the  opinion  that 
transite  pipe  will  not  be  necessary  and  that  the  project  can  be 
accomplished  using  concrete  pipe,  thereby  reducing  the  cost  on  this 
project  from  the  originally  estimated  amount  of  $3,750  to  $1,200. 
The  committee  recommends  approval  of  this  item  in  the  amount 
of  $1,200. 

Mendocino  State  Hospital 

Repair  and   Flood  Control   Damage — Clark  Ranch $7,400 

In  1957  this  item,  originally  budgeted  in  the  amount  of  $12,000, 
after  being  carefully  reviewed  by  the  Office  of  the  Legislative 
Analyst,  was  approved  by  the  full  committee  in  the  reduced  amount 
of  $4,000. 

At  the  meeting  of  the  Northern  California  Subcommittee  on  May 
26,  1958,  the  Department  of  Mental  Hygiene  requested  i-econsidera- 
tion  of  this  project.  It  was  mentioned  that  after  restudying  the 
item,  the  Department  had  been  informed  by  the  hospital  that  the 
distance  from  the  river  pump  to  the  end  of  the  existing  14"  line  is 
810  feet  instead  of  the  former  figure  of  400  feet.  The  Department 
then  requested  approval  of  the  project  on  the  following  basis : 

a.    Relocation  of  Irrigation  Facilities $4,500 

This  is  based  upon  an  estimated  cost  of  $4.80  per  lineal 
foot  for  810  feet  of  14"  wrapped  steel  pipe  in  30'  lengths 
with  3'  "T"  in  the  center  of  each  30'  length,  from  pump 
to  the  existing  steel  line.  This  also  includes  $612  for  in- 
stallation, welding  and  backfilling. 

h.    Installation  of  Small  Well  and  Pump $2,900 

The  item  will  also  include  $2,900  for  installation  of  a 
small  well  and  pump  on  the  highest  point  of  the  land 
with  gravity  irrigation  to  row  crop  land.  The  overhead 
electric  system  is  not  too  far  away  and  this  portion  of 
the  project  can  be  completed  for  $2,900. 

The  department  also  asked  the  Northern  Subcommittee  to  with- 
draw approval  given  for  $1,000  for  land  leveling  as  this  work  had 
been  completed  with  hospital  equipment.  It  was  also  pointed  out  that 
funds  for  the  above  projects  are  available  in  the  1957-58  minor 
construction  appropriation. 

The  Northern  Subcommittee,  after  reviewing  this  matter,  recom- 
mended that  the  action  of  the  full  committee  taken  in  1957  be  re- 
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scinded  and  that  the   new  project,  as  revised,  be  approved  in   the 
amount  of  $7,400. 

The   committee  concurs  in   the  recommendation   of  the  Northern 
Subcommittee. 

Metropolitan  State  Hospital 

1.    Closing  Out  of  Farming  Operations 

In  1957  the  full  committee  recommended  that  farming  operations 
at  Metropolitan  State  Hospital  be  terminated  in  conformity  with 
certain  suggestions  made  by  the  Department  of  Finance. 
At  the  Southern  Subcommittee  meeting  held  on  June  18,  1958,  at 
the  California  Institution  for  Men,  Chino,  at  the  request  of  Chairman 
Erwin,  the  following  written  report  was  filed  with  the  Subcommittee 
by  Mr.  Carl  E.  Applegate,  Deputy  Director,  Business  Services,  De- 
partment of  Mental  Hygiene : 

"In  accordance  with  your  request,  this  is  to  advise  your  com- 
mittee that  all  farming  operations  at  the  Metropolitan  State  Hos- 
pital were  discontinued  as  of  January  1,  1958. 

"The  dairy  herd  was  transferred  to  the  California  Institution 
for  Men  at  Chino,  with  the  exception  of  one  bull,  which  was 
transferred  to  the  Camarillo  State  Hospital.  The  hogs  were  sold 
on  the  market.  The  vegetable  garden  and  general  farming  opera- 
tions were  discontinued  on  January  1,  1958.  The  equipment  was 
disposed  of  by  transfer  to  other  state  hospitals." 
The  committee  recommends  acceptance  of  the  report  as  submitted. 

Napa  State  Hospital 

1.  Construct  Bullpen  and   Feeding   Pens $10,000 

This   item   provides   for   the   construction   of   six   10'   x   40'   pens   with 
shelter,  pipe  fence  and  with  asphaltic  pavement.  It  is  understood  that 
the  actual  construction  of  the  fence  will  be  done  in  the  hospital  shop. 
The  present  pens  are  unsatisfactory  and  dangerous  to  the  personnel. 
Estimated  Cost  Data: 

Materials    $8,920 

Labor,  etc.  1,090 


$10,000 
The  committee  recommends  approval. 

Replace  Dairy  Mangers  and  Stanchions $6,500 

This  item  is  the  second  half  of  a  project  designed  to  complete  the  repair 
and  replacement  in  the  milking  barn  to  take  care  of  the  full  herd  re- 
quired at  this  time.  It  involves  four  sections  of  stanchions  and  mangers 
that  are  rotting  out. 
Estimated  Cost  Data: 

Materials    $3,868 

Labor    2,632 


$6,500 
The  Committee  recommends  approval. 

Pacific  State  Hospital 

1.  Farmland 

In  1957  the  full  committee  recommended  that  lands  now  surplus  to  the  needs  of 
the  building  program  of  the  Pacific  State  Hospital  be  transferred  as  soon  as 
feasible  by  the  Director  of  Finance  to  the  Kellogg  Campus  of  the  California 
State  Polytechnic  College. 

Under  date  of  June  10,  1958,  Mr.  Carl  E.  Applegate,  Deputy  Director,  Busi- 
ness Services,  Department  of  Mental  Hygiene,  in  a  letter  to  Assemblyman 
Erwin,  Chairman  of  the  Southern  California  Subcommittee,  asked  that  the 
department's  report  of  steps  undertaken  to  implement  the  recommendations  of 
the  full  committee  in  1957,  be  deferred  with  the  understanding  that  a  report 
would  be  made  to  the  full  committee  at  its  next  regular  meeting. 
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The   followiug   report   was   submitted   to   the   full   connuittec   by   Mr.   Carl   E. 
Applegate : 

"Your  Committee  on  Agricultural  and  Livestock  Problems  has  discussed  the 
lease  between  Pacific  State  Hospital  and  the  California  State  Polytechnic 
College  for  the  use  of  land  of  Pacific  Hospital  by  the  college.  This  lease  is 
dated  July  1,  195G,  and  covers  a  period  of  five  years.  Under  its  terms,  the  lease 
can  be  terminated  at  the  end  of  any  fiscal  year  by  either  party  giving  six 
months'  notice. 

"The  property  contains  278  acres  and  is  in  four  tracts  of  land.  Payment  by 
the  college  to  Pacific  Hospital  for  this  lease  is  on  the  basis  of  50  percent  of  the 
net  income  from  the  leased  property.  Under  the  terms  of  the  agreement,  the 
State  has  furnished  to  the  college  some  surplus  water  from  the  Irrigation  Com- 
pany of  Pomona,  in  which  company  the  hospital  owns  stock.  The  hospital  has 
also  furnished  water  from  wells  on  leased  land. 

"Questions  have  been  raised  as  to  the  feasibility  of  Pacific  State  Hospital 
permanently  transferring  this  property  to  the  jurisdiction  of  the  California 
State  Polytechnic  College.  This  department  has  discussed  the  matter  with  rep- 
resentatives of  the  college  and  we  feel  we  should  not  permanently  dispose  of 
all  this  laud  at  this  time,  by  sale  or  transfer  to  any  state  agency,  for  several 
reasons,  as  folloAvs  : 

"1.  Water  is  a  serious  problem  in  this  area,  as  outlined  in  report  of  July, 
1957,  by  the  State  Uepaitment  of  Water  Resources,  covering  an  investigation 
of  the  sources  of  w^ater  supply  for  Kellogg  Campus  of  the  California  State 
Polytechnic  College.  The  Pacific  State  Hospital  should  preserve  all  water 
available  to  it  through  stock  it  owns  in  the  Irrigation  Company  of  Pomona, 
and  it  must  protect  the  wells  on  its  farm  property  which  are  connected  to  the 
domestic  supply  in  case  of  failure  of  the  water  supply  from  the  Irrigation 
Company  of  Pomona.  The  hospital  must  first  consider  its  water  needs  for 
domestic  purposes  to  assure  an  adequate  supply  for  the  operation  of  the  hospi- 
tal and  to  protect  the  investment  of  the  State  in  the  hospital  property. 

"2.  The  eventual  size  of  the  Pacific  State  Hospital  has  not  yet  been  deter- 
mined. It  is  entirely  probable  the  hospital  will  be  considerably  enlarged  in 
years  to  come.  A  new  five-year  building  program  will  be  issued  shortly  by  the 
Department  of  Finance,  which  includes  some  expanded  facilities  for  the  hospi- 
tal, and  it  is  probable  that  some  of  the  laud  under  lease  to  the  college  will  be 
required  for  such  expansion. 

"This  department  would  be  glad  to  continue  the  lease  with  the  California 
State  Polytechnic  College,  which  lease  has  now  run  only  two  years  of  its  five- 
year  term.  As  a  further  concession  to  the  college,  we  would  be  glad  to  continue 
this  lease  without  payment  by  the  college  of  the  50  percent  of  net  income  as 
provided  in  the  lease ;  thereby  allowing  the  college  to  use  the  land  without 
charge. 

"We  trust  the  above  fully  explains  the  position  of  the  Department  of  Mental 
Hygiene  in  this  matter." 

Sonoma  State  Hospital 

Improvements  in   Dairy  Processing   Room $3,200 

This  project  is  designed  to  remodel  the  dairy  processing  room  to  conform 
with  the  request  of  the  State  Department  of  Health  and  the  recommen- 
dations of  the  dairy  inspector  for  sanitary  improvements.  Adequate 
exhaust  fans  will  be  provided.  In  addition,  the  open  rafters  will  be 
sealed  with  cement  board  and  the  walls  tiled.  Other  minor  repairs  and 
replacements  are  also  necessary  to  provide  necessary  sanitary  conditions. 
Estimated  Cost  Data: 

Materials    $1,600 

Labor    1,600 


$3,200 
The  committee  recommends  approval. 
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Stockton  State  Hospital 

1.  Closeout  of  Farming  Operations 

In  1957  the  full  committee  recommended  that  farming  operations  at 
Stockton  State  Hospital  be  terminated  in  conformity  with  certain  recom- 
mendations made  by  the  Departments  of  Finance  and  Mental  Hygiene, 
and  the  Office  of  the  Legislative  Analyst. 

At  the  subcommittee  meeting  in  Fresno  on  May  26,  1958,  at  the 
request  of  Chairman  Hansen,  Mr.  Conahan,  Comptroller  for  the  Depart- 
ment of  Mental  Hygiene,  submitted  to  the  Northern  Subcommittee  a 
written  report  detailing  the  department's  proposed  programs  as  it  relates 
to  the  discontinuance  of  farming  operations  at  Stockton  State  Hospital. 
The  report  reads  as  follows : 

"In  accordance  with  approved  plans,  the  Stockton  State  Hospital  will 

terminate  all  poultry  ranch,  hog  ranch,  and  orchard  operations  as  of 

June  30,  1958.  The  necessary  arrangements  have  been  made  for  the 

sale  and  disposal  of  poultry  and  hogs  in  accordance  with  regular  state 

procedure. 

"72e:  Vegetable  Garden  Operations 

"We  plan  to  continue  vegetable  garden  activities  during  the  next  fis- 
cal year  and  terminate  operations  as  of  June  30,  1959. 
"Re:  Dairy  Ranch  Operations 

"In  accordance  with  the  committee's  recommendations,  we  have 
explored  the  possibilities  of  transferring  the  entire  dairy  herd  to  some 
other  state  agency.  We  have  been  advised  by  the  Department  of 
Finance  that  they  are  unable  to  make  the  desired  arrangements  to 
transfer  the  entire  herd  to  another  institution. 

"We  are,  therefore,  planning  to  disperse  by  transfer  of  some  ani- 
mals to  other  institutions  as  needed  and  bv  sale  of  the  remainder  on 
or  before  June  30,  1959." 

The  Northern  Subcommittee  recommended  approval  of  this  report  as 
submitted  with  the  understanding  that  an  effort  will  be  made  by  the 
Department  of  Mental  Hygiene  officials  to  transfer  as  much  of  the 
young  stock  as  possible  to  other  state  institutions. 

The  full  committee  concurs  in  the  recommendation  of  the  Northern 
Subcommittee. 
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LETTER  OF  TRANSMITTAL 

June  18,  1959 
To  the  President  of  the  Senate 
the  Speaker  of  the  Assembly 
and  Other  Members  of  the  Senate  and  Assembly 

The  Joint  Interim  Committee  on  Agricultural  and  Livestock  Prob- 
lems, initially  created  by  Senate  Concurrent  Resolution  No.  51  (Res. 
Ch.  141)  Regular  Session  of  1945,  reconstituted  at  succeeding  regular 
sessions  and  presently  functioning  pursuant  to  the  provisions  of  Senate 
Concurrent  Resolution  No.  123  (Res.  Ch.  338)  Regular  Session  of 
1957,  submits  a  special  report  on  the  subject  matter  of  Assembly  Con- 
current Resolution  No.  59,  1957  Regular  Session,  relative  to  a  legis- 
lative investigation  of  the  problems  of  poultry  producers  in  California. 

Respectfully  submitted, 

Paul  L.  Byrne,  Chairman  Lloyd  W.  Lowrey,  Vice  Chairman 

J.  William  Beard  Clayton  A.  Dills 

James  A.  Cobey  Richard  H.  McCollister 

Nelson  S.  Dilv^orth  Alan  G.  Pattee 

Hugh  P.  Donnelly 

A.  A.  Erhart 

John  A.  Murdy,  Jr. 
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INTRODUCTION 

On  January  19,  1957  Assemblyman  McCollister  introduced  Assembly 
Concurrent  Resolution  No.  59,  relating  to  a  legislative  investigation 
of  the  problems  of  poultry  producers  in  California.  This  resolution 
was  passed  by  both  Houses  of  the  Legislature  and  filed  with  the 
Secretary  of  State  on  April  10,  1957. 

This  resolution  resolved,  "that  the  Joint  Interim  Committee  on 
Agricultural  and  Livestock  Problems  is  requested  to  study  the  subject 
matter  of  the  recitals  of  this  resolution  and  particularly  depressed 
prices  in  poultry  industry  and  the  causes  thereof,  to  hold  hearings  in 
the  poultry-producing  areas  of  the  State,  and  to  report  thereon  to  the 
Legislature,  including  their  recommendations  as  to  needed  legislation." 
The  complete  text  of  this  resolution  appears  in  the  appendix  to  this 
report  marked  Exhibit  No.  1. 

On  September  6,  1957,  Senator  Byrne  called  a  meeting  of  the  full 
committee  to  informally  discuss  the  manner  in  which  the  committee 
should  discharge  its  responsibilities  as  outlined  in  Assembly  Concurrent 
Resolution  No.  59.  At  that  time  Senator  Byrne  pointed  out  that  there 
are  different  schools  of  thought  regarding  the  factors  responsible  for 
the  current  plight  of  the  poultry  industry  in  California.  One  school, 
for  example,  maintains  the  present  situation  is  due  to  an  industry 
financial  arrangement  described  as  vertical  integration,  which,  it  is 
said,  leads  to  overproduction  and  continued  depressed  prices. 

Another  school  of  thought  states  this  problem  is  strictly  an  interstate 
competitive  situation  in  which  differences  in  feed  and  labor  costs  and, 
in  addition,  varying  state  processing  standards  play  an  important  part. 

Others  maintain  that  the  high  cost  of  subsidizing  feed  in  addition 
to  inconsistent  policies  on  the  part  of  the  Federal  Government  are  in 
part  responsible. 

Still  others  maintain  that  California  producers  have  not  kept  pace 
with  producers  in  other  states  and  do  not  have,  for  example,  the  best 
breeds  and  feed  weight  ratios. 

For  these  reasons,  Senator  Byrne  stated,  it  was  extremely  difficult 
for  him  to  recommend  a  course  of  action  to  be  followed  by  the  com- 
mittee. So  that  committee  members  could  be  better  informed  regarding 
the  problems  involved.  Dr.  Sidney  Hoos,  Agricultural  Economist  for 
the  Giannini  Foundation,  University  of  California,  was  invited  to 
meet  with  the  committee.  Dr.  Hoos  reviewed  the  number  of  poultry 
research  programs  that  had  been  conducted  by  the  foundation  and  the 
United  States  Department  of  Agriculture  and  those  poultry  research 
projects  planned  for  the  future.  The  presentation  made  by  Dr.  Hoos 
appears  in  the  appendix  to  this  report  marked  Exhibit  No.  2. 

Mr.  W.  C.  Jacobsen,  Director  of  the  State  Department  of  Agricul- 
ture, was  also  invited  to  meet  with  the  committee  and  discuss  a  possible 
approach  to  Assembly  Concurrent  Resolution  No.  59.  Director  Jacob- 
sen's  remarks  are  quite  significant  and  for  this  reason  have  been  repro- 
duced in  their  entirety. 
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Mr.  W.  C.  Jacobseii :  Mr.  Chairman,  this  problem  is  one  that's 
been  growing  in  California  for  a  number  of  years.  It  was  brought  to 
the  attention  of  the  State  Board  of  Agriculture,  and  quite  possibly  I  'm 
speaking  for  the  state  board  as  much  as  anything  else.  We  have  seen 
the  growth  of  the  poultry  business,  the  broiler  business,  I  mean,  in  the 
eastern  states,  where  they  have  developed  modern  factories,  if  you 
please;  the  vertical  integration  type  of  program  progressed  there 
terrifically  under  the  sponsorship  of  feed  companies  and  banks  and 
processors  who  contracted  for  birds. 

The  program  seems  to  roll  along  very  well.  It  started  out  with  some 
apparent  assurance  that  there  were  profits  for  producers  in  it,  and  like 
a  good  many  things  lots  of  people  wanted  to  get  into  the  act  and  a  good 
many  did.  Those  that  financed  the  operations  found  that  there  was  a 
diminishing  return  and  a  good  many  of  the  smaller  producers,  at  least 
those  independently,  were  squeezed  out,  and  when  the  insurance  feature 
that  some  of  these  agencies  were  relying  upon  to  bail  them  out  stopped 
due  to  losses  from  some  of  the  companies  that  were  ofi^ering  the  insur- 
ance, there  was  a  considerable  lull  in  the  integration  program. 

Now,  California  has  had  some  integration,  but  not  nearly  as  exten- 
sively as  in  the  east.  We  made  it  a  point  at  the  request  of  the  Board  of 
Agriculture  to  discuss  this  problem  with  some  of  those  in  the  United 
States  Department  of  Agriculture  who  seemed  to  be  in  a  position  to 
know  in  the  agricultural  marketing  service.  Their  reaction  was  this, 
that  there  is  no  branch  of  the  agricultural  industry  in  the  United  States 
that  gets  as  much  informational  service,  as  much  analysis,  which  is  the 
basis  for  recommendations  as  to  the  things  that  the  poultry  peojile  can 
do  to  help  themselves,  as  is  given  to  that  particular  industry. 

Cautions  are  issued  as  to  overproduction,  the  extent  to  which  hatch- 
eries shall  be  made  both  for  broilers  and  even  for  egg  producers,  and 
the  economics  of  the  situation  still  rolls  merrily  on  to  seem  to  put  the 
poultry  people  into  a  squeeze  that  they  themselves  bring  on  to  a  large 
extent  themselves. 

Now,  you  are  looking  to  the  problem  here  of  trying  to  get  legislation. 
It  is  awfully  difficult  to  see  how  legislation  is  going  to  correct  a  situa- 
tion of  that  sort  when  it  is  largely  within  the  power  of  the  industry,  if 
they  can  do  some  adequate  organization  on  their  own  part,  and  it  seems 
that  there  is  a  dearth  of  that  in  the  poultry  business  here  in  California. 
You  have  got  some  co-operatives  that  have  some  very  definite  ideas.  You 
have  a  terrific  number  still,  in  spite  of  the  arguments  to  the  contrary, 
of  independent  producers.  But,  our  reaction  is  that  this  is  sort  of  a  short 
term  deal. 

We  had  a  terrific  amount  of  criticism  in  the  spring  of  1957  when  the 
prices  stabilized  just  a  little  bit  for  broilers.  If  the  price  of  eggs  goe.«; 
up  a  little  bit,  you  do  not  hear  anything  and  then  pretty  soon  we  are 
in  the  same  trend*  again  with  a  terrific  amount  of  criticism  with  the 
request  that  the  government  do  something  for  them. 

Now,  all  that  the  government  has  been  able  to  do  so  far  has  been  in 
an  advisory  capacity.  We  come  in  pretty  close  association  with  the 
poultry  industry  as  a  result  of  the  poultry  inspection  laws  that  have 
recently  been  passed.  We  have  been  criticized  for  allowing  volumes  of 
broilers  and  eggs  to  come  into  the  State  in  the  belief  that  they  are  not 
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being  subjected  to  the  same  intense  inspection  that  people  in  our  own 
State  are  subjected  to. 

The  egg  laws  are  not  discriminatory  in  any  sense.  The  eggs  that 
come  from  outside  of  California  are  subjected  to  the  same  type  of 
inspection  by  our  people  and  by  the  county  agricultural  commissioners 
as  those  produced  in  California.  As  far  as  the  broilers  are  concerned, 
there  is  a  provision  in  the  law  that  we  should  make  a  determination  as 
to  whether  or  not  the  broilers  that  come  in  from  the  eastern  states  were 
in  quality  comparable  to  those  that  our  law  required  us  to  have  met. 
We  granted  conditional  approvals  in  five  states,  Georgia,  Mississippi, 
Alabama,  Arkansas  and  Texas,  and  I  think  maybe  Louisiana  as  well. 

Now,  after  we  found  that  the  insppctioii  work,  so  far  as  state  govern- 
ment in  those  states  were  concerned,  could  be  headed  up  under  one 
entity  and  that  the,y  had  regulations  comparable  to  ours,  Ave  granted 
that  conditional  approval.  We  have  made  provision,  since  those  con- 
ditional approvals  are  subject  to  renewal  at  the  end  of  a  year,  for  Dr. 
Bartell,  Chief  of  our  Bureau  on  Poultry  Inspection,  to  go  back  to  each 
of  these  states  and  make  a  check  to  see  that  in  fact  the  processes  that 
are  used  there  are  comparable  to  ours. 

Now,  of  course,  that  doe.s  not  apply  to  federally  inspected  birds 
because  those  that  are  under  AMS  are  exempted.  As  I  understand  the 
new  compulsory  poultry  inspection  bill,  it  requires  that  all  birds  moving 
interstate  will  be  subject  to  inspection.  It  is  on  a  voluntar}^  basis  during 
1958  and  it  becomes  mandatory  January  1,  1959. 

There  are  some  provisions  for  some  exceptions,  particularly  in 
the  case  of  the  sanitation  facilities  in  extenuating  circumstances, 
for  certain  plants  which  extend  to  January  1,  1960.  We  feel  that  that 
interstate  requirement  is  going  to  adjust  to  some  considerable  extent 
the  quality  of  birds  from  all  sources.  There  are  going  to  be  some  states 
that  will  be  a  little  bit  late  in  getting  in  under  a  more  complete  federal 
inspection  because  of  the  intensity  in  volume  of  the  problem. 

So  far  as  our  own  people  are  concerned — -you  will  hear  some  criticism 
of  our  poultry  inspection  work,  that  we  have  been  too  strict.  I  think 
wherever  there  have  been  extenuating  circumstances  we  have  made 
recognition  of  that,  so  our  poultry  program,  I  would  say,  is  going  along 
much  as  we  had  a  right  to  expect.  We  had  the  same  experiences  when 
we  undertook  red  meat  inspection  20  odd  years  ago. 

Now,  we  in  the  department  have,  of  course,  no  solution  to  the  problem. 
We  have  nothing  specific  to  recommend.  I  w^ould  say  that  the  economics 
of  the  situation  in  California  will  demand  some  better  organization  on 
the  part  of  the  poultry  people  themselves  and  I  think  one  of  the  com- 
ments that  was  made  in  this  statement  that  you  read,  that  if  they  are 
going  to  intensify  on  poultry  meat,  there  should  be  a  recognition  of 
breeds  for  that  purpose;  there  has  been  a  tendency  in  some  areas  to 
market  for  meat  purposes  some  of  the  birds  that  have  been  raised  pri- 
marily for  egg  production.  Our  quality  is  good.  The  quality  that  comes 
into  the  State  from  other  states  is  excellent,  too.  We  feel  that  legisla- 
tion that  was  adopted  by  the  Legislature  in  1955  was  a  boon  to  our 
industry  in  that  it  helped  them,  keyed  them  up  to  the  necessity  for 
meeting  what  the  interstate  inspection  by  the  Federal  Government  is 
going  to  require,  and  it  was  a  sort  of  warning  to  them  and  puts  them  in 
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a  far  better  position  than  they  would  have  been  if  the  shock  of  manda- 
tory interstate  inspection  had  hit  them  in  January  1,  1959. 

Now,  I  have  just  kind  of  hodg-podged  around.  I  have  not  been  much 
help  except  that  it  seems  very  difficult  to  see  a  way  where  state  legisla- 
tion can  be  of  any  great  assistance,  because  it  is  an  economic  situation. 

It  is  interesting  to  note  that  Director  Jacobsen  said  the  Department 
of  Agriculture  had  no  solution  to  the  problems  or  no  specific  recommen- 
dation to  make. 

In  discussing  a  possible  approach  to  ACR  59,  Assemblyman  McCollis- 
ter  pointed  out  that  the  Assembly  Livestock  and  Dairy  Committee  had 
arranged  for  a  series  of  hearings  throughout  the  State  starting  in 
October.  He  further  pointed  out  that  many  Assembly  members  of  the 
Joint  Interim  Committee  on  Agricultural  and  Livestock  Problems  were 
also  members  of  the  Assembly  Interim  Committee  on  Livestock  and 
Dairy  Problems.  For  this  reason  Mr.  McCollister  suggested  that  the 
two  committees  meet  in  concert  on  the  meeting  dates  already  scheduled. 
This  suggested  course  of  action  was  agreed  upon  by  all  in  attendance. 

Assemblyman  McCollister  further  pointed  out  that  if  the  hearings 
were  to  develop  legislation  designed  to  alleviate  the  problems  of  the 
poultry  industry  it  would  be  necessary  to  have  a  concrete  legislative 
proposal  to  offer  to  the  industry.  For  this  reason  Mr.  McCollister  sug- 
gested that  the  idea  of  a  Poultry  Promotion  Council,  patterned  after 
the  Beef  Promotion  Council  and  the  Dairy  Industry  Advisory  Board, 
be  presented  by  the  committee  to  the  industry  for  consideration  at  the 
various  meetings.  It  was  understood,  however,  that  testimony  would 
not  necessarily  be  limited  to  comments  on  such  a  proposal. 

To  implement  Mr.  McCollister 's  suggestion  the  committee  secretary 
was  instructed  to  secure  for  the  committee  complete  information  on  the 
organization  and  operation  of  the  Dairy  Industry  Advisory  Board  and 
the  Beef  Promotion  Council.  The  secretary  was  further  instructed  to 
secure  information  on  possible  methods  of  financing  a  Poultry  Promo- 
tion Council.  All  of  this  information  was  procured  and  read  into  the 
record  of  the  committee's  proceedings  at  the  meeting  held  in  Eureka 
on  October  8,  1957. 

As  agreed  upon,  hearings  of  the  two  committees  were  held  as  follows : 
October  8,  1957,  Eureka ;  October  16,  1957,  Petaluma ;  October  17,  1957, 
San  Mateo ;  October  22,  1957,  Salinas ;  November  7,  1957,  Fresno ;  No- 
vember 12,  1957,  San  Diego,  and  November  19,  1957,  Paramount.  Refer- 
ence is  also  made  to  this  series  of  hearings  in  the  final  report  of  the 
Interim  Committee  on  Livestock  and  Dairies  which  was  transmitted  to 
the  Assembly  under  date  of  January  15,  1959. 

Although  other  measures  referred  to  the  Assembly  Interim  Commit- 
tee on  Livestock  and  Dairies  for  interim  study  were  considered  at  this 
series  of  meetings,  this  report  concerns  itself  only  with  that  testimony 
relative  to  the  subject  matter  of  Assembly  Concurrent  Resolution 
No.  59. 

No  attempt  will  be  made  in  this  report  to  comment  upon  the  plight 
of  the  poultry  industry  in  California  and  that  of  the  broiler  industry 
generally  throughout  the  United  States.  This  information,  particularly 
as  it  relates  to  the  broiler  industry,  is  w^ell  documented  in  a  report  in 
three  parts  entitled,  "Problems  in  the  Poultry  Industry."  This  report 
is  based  upon  a  series  of  hearings  held  in  1957  by  Subcommittee  No.  6 
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of  the  Select  Committee  on  Small  Business,  House  of  Representatives, 
Eighty-fifth  Congress,  First  Session,  Pursuant  to  House  Resolution  No. 
56.  Nor  will  any  attempt  be  made  in  this  report  to  evaluate  the  testi- 
mony presented  by  the  various  witnesses  at  the  several  meetings. 
Rather,  this  report  is  designed  to  simply  enumerate  the  various  recom- 
mendations made  by  the  industry  representatives. 


COMMITTEE  MEETING,  OCTOBER  8,   1957,  EUREKA 

At  the  meeting  held  in  Eureka  on  October  8,  1957,  Mr.  William  J. 
Kuhrt,  Chief,  Division  of  Marketing,  State  Department  of  Agriculture, 
Avas  the  principle  witness.  Mr.  Kuhrt  read  into  the  record  material  pre- 
pared on  three  principle  subjects.  They  were : 

1.  Statistics  of  the  Poultry  Industry  in  California. 

2.  Marketing  programs  currently  in  operation,  features  of  which 
might  be  adaptable  to  a  poultry  promotion  council.  These  in- 
cluded the  marketing  order  program  for  turkeys,  the  Dairy  Indus- 
try Advisory  Board,  and  the  California  Beef  Council  Law. 

3.  Alternative  bases  for  the  collection  of  assessments  for  financing 
an  educational  and  sales  stimulation  program  for  poultry  meat  in 
California. 

Mr.  Frank  Egerer,  Manager,  Eureka  Branch  of  the  Poultry  Pro- 
ducers of  Central  California,  was  the  second  witness  to  testify.  Mr. 
Egerer  stated  that  the  cost  to  bring  his  processing  plant  into  compliance 
with  the  Poultry  Plant  Sanitation  Act  passed  in  1955  would  be  pro- 
hibitive. For  this  reason  he  was  now  shipping  his  poultry  live  to  San 
Francisco.  When  asked  to  comment  on  a  promotion  program  for  poul- 
try Mr.  Egerer  stated  that  if  such  a  program  be  developed  within  the 
industry  itself,  without  legislation,  he  would  support  it. 

The  last  witness  to  be  heard  was  Mr.  Elwain  Dreyer,  an  egg  producer 
from  Areata.  Mr.  Dreyer  is  quoted  as  saying,  "I  have  always  operated 
under  the  assumption  that  I  do  not  ask  for  help,  I  do  not  want  any 
help,  and  I  will  not  take  any  help." 
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The  second  meeting  in  the  series  was  held  in  Petaluma  on  October  16, 
1957.  The  first  witness  called  at  this  meeting  was  Mr.  W.  J.  Kuhrt, 
Chief,  Division  of  Marketing,  State  Department  of  Agriculture.  Chair- 
man Byrne,  for  the  benefit  of  those  committee  members  not  present  at 
the  Eureka  meeting,  asked  Mr.  Kuhrt  to  re-submit  the  testimony  he 
had  presented  there. 

The  second  witness  called  was  Mr.  Ray  B.  Schwartz,  Western  Man- 
ager, Poultry  and  Egg  National  Board.  Mr.  Schwartz  stated  that  the 
objectives  of  his  organization  were  to  "create  and  develop  ideas  for 
new  and  better  uses  of  poultry,  eggs,  and  their  products.  AVe  compare 
and  distribute  illustrated  material  and  aids  on  merchandising  and 
food  preparation;  distribute  information  through  all  available  media, 
including  publicity  releases,  public  relations,  merchandising  and  adver- 
tising, independently  and  in  co-operation  with  member  associations; 
we  test  and  develop  new  cooking  recipes;  we  prepare  an  annual  calen- 
dar of  promotional  events  for  a  co-ordinated  program  for  the  use 
of  the  entire  poultry  industry  with  i^rovisions  and  allowances  for  unan- 
ticipated emergency  situations.  And  finally  we  encourage  and  support 
in  every  possible  way  needed  research,  and  encourage  compilation  of 
existing  research  information  related  to  the  overall  objectives  of  this 
agency. 

''In  California,  for  example,  in  progress  at  the  present  time  there 
are  two  P.  E.  N.  B. — as  we  identify  our  national  organization — sup- 
port programs,  both  being  conducted  at  the  University  of  California. 
One  for  $2,000  is  being  undertaken  by  Dr.  George  Stewart  at  Davis, 
and  the  second  one  by  Dr.  Gladys  Everson  at  the  school  at  Berkeley. 
I  will  not  go  into  details  of  those  projects  but  they  are  extremely 
important  to  the  future  of  our  industry  and  involve  the  by-products 
of  the  industry. 

"This  organization  is  around  17  to  18  years  of  age  and  this  is  the 
first  time  it  has  come  to  the  Pacific  Coast.  There  was  a  need  for  an 
agency  of  this  nature  in  this  tremendous  producing  area.  We  are  the 
counterpart — to  make  it  clear  to  our  colleague  poultrymen — we  are 
the  counterparts  of  the  American  Dairy  Association,  the  National 
Livestock  and  Meat  Board,  and  many  of  the  other  organizations  either 
mentioned  by  Mr.  Kuhrt  or  which  are  familiar  to  the  committee  mem- 
bers of  farmers  present." 

When  asked  to  comment  on  a  local  program  in  California  Mr. 
Schwartz  said,  "Our  attitude  is  simply  stated — we  are  for  them, 
because  a  national  organization  can  only  create  the  want  for  the 
product,  and  the  local  organization — either  by  brand  identification  or 
thorough  promotion  of  the  product  which  might  meet  with  consumer 
preference  in  one  way  or  another — is  only  giving  the  national  program 
local  emphasis." 

The  third  witness  called  was  Mr.  Charles  Cherney,  Secretary,  Cali- 
fornia Egg  Producers  Association.  In  a  prepared  statement  Mr.  Cher- 
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ney  pointed  out  that  poultry  husbandry  is  the  major  branch  of  agri- 
culture in  Sonoma  County,  accounting  for  25  million  dollars  in  egg 
and  poultry  income  annually.  However,  this  industry  during  the  past 
three  years,  1954  to  1957,  has  suffered  a  prolonged  depression. 

Mr.  Cherney  attributed  the  plight  of  the  poultry  and  egg  producers 
in  Sonoma  County  in  a  large  degree  to  what  he  described  an  "eco- 
nomic imbalance  caused  by  action  of  the  Federal  Government."  In 
Mr.  Cherney 's  opinion  the  only  solution  to  the  problem  is  develop- 
ment of  a  self-help  program.  This  program  should  be  designed  to 
advertise  and  promote  California  poultry  and  egg  producers  in  a 
comprehensive  manner  and  with  adequate  financing,  paid  for  by  the 
producers.  Mr.  Cherney  also  stated  that  poultry  egg  producers  of 
California  have  determined  to  protect  themselves  and  the  consumer 
by  means  of  a  Department  of  Agriculture  supervised  system  of  source 
identification  and  quality  certification. 

Mr.  Cherney  suggested  the  use  of  a  uniform  emblem  of  distinctive 
design  to  be  affixed  to  the  package  of  genuine  California  poultry  and 
egg  products.  This  device  will  be  widely  advertised  and  promoted. 
In  Mr.  Cherney 's  opinion  ''the  regulatory  and  inspection  functions 
of  the  program  should  be  financed  by  the  fees  for  state  supervision 
paid  by  the  users  of  the  existing  official  grading  service  which  in 
the  enlarged  program  will  continue  to  be  self-supporting  as  it  is 
today."  Financing  for  such  a  program  in,  Mr.  Cherney 's  opinion, 
should  be  on  the  basis  of  a  tax  imposed  on  poultry  feed  at  the  rate 
of  0  to  14^  per  hundredweight.  Mr.  Cherney,  when  asked  by  a  member 
of  the  committee  whether  he  supported  the  New  Jersey  Act,  said,  ' '  Defi- 
nitely." A  copy  of  the  State  of  New  Jersey  Poultry  Promotion  Council 
and  Tax  Act  appears  in  the  appendix  of  this  report  marked  Exhibit 
No.  3. 

The  fourth  witness  called  was  Mr.  Kobert  A.  Shone  who  appeared 
as  an  individual  egg  producer.  Mr.  Shone  is  quoted  as  saying,  "It  has 
been  stated  that  our  family-size  poultry  farm  is  in  jeopardy.  I  cannot 
subscribe  to  such  thinking.  I  am  sure  it  cannot  be  proved  by  statistical 
information.  As  a  commercial  egg  producer,  I  have  suffered  financially 
from  the  depressed  price  situation,  along  with  thousands  of  others. 
Nevertheless,  I  have  confidence  that  if  I  continue  my  family-size  poultry 
farm,  taking  full  advantage  of  improved  practices  and  mechanized 
facilities,  I  shall  continue  successfully  as  a  family-size  unit  for  many 
years  to  come.  In  my  opinion,  the  family  farm  unit  has  its  place  in 
our  economy,  and  is  still  the  most  efficient  poultry  operation  today. 

"Having  been  a  member  and  patron  of  a  farmer-owned  co-operative 
for  the  past  20  years,  it  is  only  natural  for  me  to  believe  that  producers 
can  and  do  help  solve  many  of  their  economic  problems  by  taking 
advantage  of  the  opportunities  to  be  found  in  marketing  their  eggs 
and  buying  their  feed  and  supplies  co-operatively.  The  bargaining 
power  of  farmers  is  strengthened  immeasurably  through  co-operative 
effort.  Members  of  a  co-operative  are  sure  that  they  receive  the  full 
returns  for  their  products,  less  only  the  cost  of  doing  business.  Through 
co-operative  effort,  it  is  also  true  that  the  family-size  farm  can  best 
be  preserved  and  protected.  In  view  of  the  growing  trend  towards 
total  financial  integration,  the  ability  of  the  family-size  poultry  opera- 
tor to  maintain  his  independence  may  well  rest  with  the  co-operative. ' ' 
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Mr.  Shone  also  pointed  out  that  in  spite  of  the  lower  egg  prices 
being  experienced,  per  capita  consumption  of  eggs  has  decreased.  Eggs 
and  poultry,  in  Mr.  Shone 's  opinion,  are  competing  for  their  share  of 
the  consumer  dollar.  In  his  opinion  products  of  the  poultry  industry 
have  never  been  sufficientlj^  promoted. 

Mr.  Shone  stated  that  he  had  no  specific  recommendation  as  to 
methods  which  might  be  used  to  raise  funds  for  adequate  promotion 
for  California  poultry  producers  or  to  the  methods  of  administering 
or  controlling  such  promotional  activities.  Mr.  Shone  is  quoted  in  this 
connection  as  saying,  "I  can  only  say  there  is  a  deep  realization  within 
the  industry  of  the  necessity  for  such  activities. ' ' 

Mr.  Shone  also  pointed  out  that  there  are  certain  things  that  must 
be  considered  when  discussing  promotional  programs  for  California 
poultry  products.  Mr.  Shone  stated  that  on  several  occasions  his  asso- 
ciation had  found  it  necessary  to  export  some  of  its  products  and  on 
other  occasions  had  to  import  products  to  meet  domestic  needs.  In 
response  to  questions  posed  by  members  of  the  committee  in  an  effort 
to  explain  why  southeastern  United  States  poultry  producers  can 
under  sell  California  producers  in  California  markets,  Mr.  Shone  said 
that  in  his  opinion  the  difference  in  labor  costs  in  one  location  or 
another  from  the  standpoint  of  production  might  not  contribute  much 
to  the  cost.  On  the  other  hand,  Mr.  Shone  is  quoted  as  saying,  "Cali- 
fornia producers'  total  tax  bill  looms  quite  large." 

The  next  witness  called  was  Mr.  William  Wilkens,  Kepresentative  of 
the  Sonoma  County  Poultry  Growers  Co-operative.  Mr.  Wilkens  was 
introduced  by  Mr.  I.  A.  Barlas,  Chairman  of  the  Allied  Poultry  Indus- 
tries Council.  Mr.  Wilkens  made  the  following  recommendations: 

1.  A  self-help  program  whereby  all  poultry  producers  are  assessed 
on  half  cent  a  hundredweight  on  all  feed  purchases  for  the  pur- 
pose of  promoting  California-grown  poultry  products  through  the 
use  of  a  distinctive  identifying  label,  an  education  program  aimed 
at  achieving  greater  consumer  familiarity  with  the  superior 
quality  and  freshness  of  locally  grown  and  processed  poultry 
products,  and  such  other  programs  as  may  be  required  to  achieve 
a  premium  price  for  a  premium  product.  The  promotion  program 
should  be  administered  by  a  Poultry  Products  Promotion  Council. 
The  majority  of  the  members  of  this  council  should  be  poultry- 
men  who  are  elected  by  the  growers  themselves.  The  balance  of 
the  council  would  be  composed  of  the  State  Director  of  Agricul- 
ture together  with  another  state  official  appointed  by  him,  feed 
dealers,  hatchery  and  marketing  representatives.  Proper  safe- 
guards should  be  written  into  the  law  to  prevent  imported  poultry 
products  from  being  misrepresented  as  a  local  product.  The  in- 
tent of  such  legislation  would  not  be  to  restrict  the  importation 
of  poultry  products.  The  proposed  legislation  is  based  on  the  be- 
lief that  many  consumers  would  prefer  a  locally  produced  and 
fresher  product  and  would  be  willing  to  pay  a  premium  price  for 
it.  We  believe  such  legislation  would  result  in  an  actual  increase 
in  the  volume  of  poultry  products  consumed  and  would  have  a 
negligible,  if  any,  effect  on  volume  of  imports.  This  is  particu- 
larly true  because  of  our  constantly  increasing  population.  Other 
states  have  recently  passed  similar  legislation. 
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2.  A  recommendation  to  the  Legislature  that  it  memorialize  Congress 
for  tlie  passage  of  11. R.  9380,  a  bill  which  would  authorize  the 
USDA  to  stabilize  i)oultry  production  when  necessary  to  avoid 
market  gluts. ^  The  Secretary  of  Agriculture  would  be  empowered 
to  carry  on  such  stabilization  programs  only  after  approval  of 
quotas  through  a  referendum  of  producers.  Increases  or  decreases  in 
size  of  flocks  would  be  determined  uniformly  on  the  basis  of  the 
size  of  a  farmer's  past  operations. 

3.  Continued  etforts  to  repeal  the  3  percent  federal  excise  tax  on 
freight  rates  by  whatever  means  are  available  to  the  Legislature 
and  the  State  Director  of  Agriculture.  This  wartime-enacted  tax 
serves  to  further  increase  our  feed  and  equipment  costs  as  com- 
pared to  those  of  our  competitors  who  have  shorter  transportation 
distances  to  contend  with. 

4.  Low-cost  state  and  federal  credit  to  famil.y  owned  poultry  pro- 
duction operations  to  place  them  on  a  competitive  level  with  the 
low  interest  rates  available  to  the  integrated  operations  from  both 
private  and  governmental  sources. 

5.  Expanded  funds  for  the  State  Department  of  Agriculture  to  be 
utilized  for  additional  research  personnel  who  can  serve  California 
farmers  by  keeping  abreast  of  economic  developments  affecting 
the  various  crops  produced  in  our  State.  As  matters  stand  now, 
the  department  is  not  equipped  for  such  a  service  and  studies  are 
not  undertaken  until  emergency  studies  are  authorized  by  the 
Legislatui'e  after  conditions  have  reached  alarming  proportions. 
The  department  should  be  staffed  so  that  problems  are  antici- 
pated and  analyzed  in  good  time  and  programs  aimed  at  serving 
our  agricultural  producers  are  formulated  long  before  conditions 
become  critical. 

6.  Since  the  basic  problem  affecting  independent  producers  remain 
that  of  vertical  integration  by  major  feed  and  other  corporations, 
we  would  like  to  call  the  joint  committee's  attention  to  the  House 
Small  Business  Committee's  current  hearings.  The  question  at 
issue  is  to  what  extent  violations  of  antitrust  laM^s  may  be  in- 
volved in  such  practices  in  the  poultry  industry.  Since  no  hearings 
are  scheduled  for  California,  we  recommend  that  the  joint  com- 
mittee gather  data  on  this  phase  of  the  California  industry  and 
make  it  available  to  the  Small  Business  Committee. 

The  next  witness  introduced  by  Mr.  Barlas  was  Dr.  E.  A.  Lloyd  of 
the  Petaluma  Cooperative  Hatchery.  Dr.  Lloyd  in  his  testimony  pointed 
out  that  under  depressed  conditions  where  prices  of  chicks  and  poultry 
are  deflated,  where  cost  of  production  and  maintenance  remains  high, 
there  is  an  urgent  need  for  relief.  In  Mr.  Lloyd's  opinion  such  relief 
for  both  hatcheries  and  growers  could  come  from  two  main  sources. 
These  are : 

1.  Through  a  state  measure  such  as  the  proposed  Marketing  Act  to 
provide  a  check-off  plan  for  raising  funds  to  promote  the  sale  of 
California-grown  poultry.  This  will  necessitate  measures  being 
taken  to  preserve  the  identity  of  local-grown  poultry  against  the 

1  A  copy  of  this  measure  appears  in  the  appendix  to  this  report  marked  Exhibit  No.  4, 
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tremendous  quantity  of  out-of-state  chickens  being  offered  in  our 
markets  at  very  low  prices.  As  the  demand  for  local,  fresh-killed 
poultry  increases  so  will  the  demand  for  local  chicks  and  hatching 
eggs  to  help  restore  the  business  lost  by  hatcheries  and  breeders  in 
the  past  two  years. 
2.  By  such  regulation  of  the  output  of  chicks  in  large  broiler  pro- 
ducing areas  of  the  United  States  as  would  prevent  an  overpro- 
duction of  chickens  in  other  states  that  dump  cheap  chickens  into 
our  markets. 

Mr.  Barlas,  prior  to  the  introduction  of  his  next  witness,  alleged 
that  a  recent  amendment  to  the  Agriculture  Code  allowed  out-of-state 
poultry  to  be  repacked  and  sold  as  California-grown  poultry. 

Assemblyman  McCollister  stated  that  none  of  the  legislators  present 
were  aware  of  such  legislation ;  however,  in  an  effort  to  clarify  the  situ- 
tion  the  committee  secretary  was  instructed  to  look  into  the  matter  and 
report  to  the  committee. 

This  matter  was  investigated  by  the  committee  secretary  and  it  was 
found  that  no  legislation  was  passed  at  the  1957  Session  of  the  Legis- 
lature which  would  permit  the  practice  referred  to  by  Mr.  Barlas.  On 
the  other  hand,  legislation  was  passed  by  the  1957  Session  of  the  Legis- 
lature which  required  that  "chicken  poultry  meat  of  chicken  poultry 
not  grown  or  raised  in  California  and  packages  of  such  meat  shall  not 
be  sold  or  offered  for  sale  in  California  marked  'California  Grown,'  or 
marked  in  any  way  as  to  imply  that  such  meat  is  from  California-grown 
or  raised  chicken  poultrj^"  It  was  discovered,  however,  that  the  Poul- 
try Plant  Sanitary  Act  adopted  in  1955  contains  language  in  Section 
375.1,  subsection  (d),  which  reads  as  follows: 

^^ Marked  means  plainly,  legibly  and  conspicuously  labeled, 
stamped,  tagged,  stenciled  or  branded  to  show  the  name  and  ad- 
dress of  the  i)Oultry  plant  where  or  the  name  and  address  of  the 
distributor  in  California  for  whom  the  poultry  meat  was  slaugh- 
tered, prepared,  packed  or  repacked,  cut  up  or  recut  or  handled  as 
set  forth  above." 

This  language  is  standard  enforcement  language  which  appears 
throughout  the  code.  It  is  necessary  in  order  that  responsibility  can  be 
properly  placed  in  the  event  of  code  violations.  This  section  in  itself 
would  not  permit  a  person  to  label  as  California-grown  out-of-state 
poultry.  It  is  apparent,  however,  that  the  existing  language  would  per- 
mit out-of-state  poultry  to  be  identified  in  such  a  manner  that  the  im- 
pression is  left  with  the  consumer  that  the  product  is  from  California. 

In  an  effort  to  further  clarify  this  matter  the  Office  of  the  Legislative 
Counsel  was  asked  whether  the  Agricultural  Code  or  the  regulations  of 
the  Department  of  Agriculture  appearing  in  the  California  Adminis- 
trative Code  authorize  that  poultry  that  was  grown  out  of  the  State 
but  processed  within  the  State  be  marked  "California  Processed." 
Under  date  of  November  4,  1957,  the  Office  of  the  Legislative  Counsel 
opined  as  follows:  "While  no  statute  or  regulation  makes  express  per- 
mission for  such  marking,  the  pertinent  materials  make  no  distinction 
as  to  place  of  origin  of  poultry  meat  required  to  carry  California  offi- 
cial poultry  inspection  marking.  *  *  *  Stated  otherwise,  the  Califor- 
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nia  official  poultry  inspection  marks  would  be  the  same  whether  the 
poultry  meat  was  from  California-grown  poultry  or  was  from  poultry 
meat  from  poultry  grown  elsewhere.  *  *  *  " 

The  next  witness  called  by  Mr.  Barlas  was  Mr.  Clyde  D.  Lightbody, 
Executive  Secretary,  San  Francisco  Meat  Institute  and  the  San  Fran- 
cisco Bay  Area  Meat  Council.  Mr.  Lightbody  stated  that  he  represented 
an  association  of  retailers,  70  percent  of  whom  sold  poultry.  Mr.  Light- 
body  alleged  that  the  enforcement  of  the  regulations  of  the  Department 
of  Agriculture  adopted  to  implement  the  1955  poultry  legislation  had 
given  unlimited  advantage  to  the  out-of-state  poultry  producers,  "to 
the  ultimate  ruin  of  our  local  multimillion  dollar  industry,  not  intended 
by  the  Legislature  in  the  enactment  of  these  laws."  Regarding  New 
York  dressed  poultry  Mr.  Lightbody  stated,  "we  make  the  plea  that 
any  unreasonable  restriction  against  the  producer  of  this  type  of  poul- 
try be  removed."  Mr.  Lightbody  also  expressed  the  opinion  that  the 
poultry  industry  is  within  its  rights  to  demand  an  extension  of  time  in 
making  major  alternations  and  improvements  as  required  by  regula- 
tions. In  this  connection  Mr.  Lightbody  is  quoted  as  saying,  "The  in- 
dustry petitions  this  committee  to  use  its  best  offices  to  influence  the 
department  to  enforce  its  regulations  in  a  more  reasonable,  less  dicta- 
torial manner,  consistent  with  the  ability  of  processors  to  make  alter- 
ations of  a  major  nature,  and  in  the  operation  of  their  businesses  con- 
sistent with  the  protection  of  the  health  and  welfare  of  the  consumers 
of  poultry  in  California. ' ' 

Mr,  C.  A.  Stinnett,  Member  of  the  Board  of  Directors,  California 
Poultry  Institute,  was  the  next  witness  called  by  Mr.  Barlas.  Mr.  Stin- 
nett, in  his  presentation  made  the  following  suggestions : 

1.  Make  it  mandatory  that  each  carcass  of  a  bird  be  labeled  to  show 
point  of  origin. 

2.  Require  poultry  offered  for  sale  in  California  to  be  grade  labeled. 

3.  State  encouragement  and  possible  assistance  in  the  development 
of  small  farm  markets  as  an  outlet  for  fresh  farm  products. 

4.  Mr.  Stinnett  also  commented  on  the  process  of  acronizing  poultry, 
however,  he  made  no  specific  recommendation  regarding  this 
practice. 

Mr.  Ben  Marcus,  General  Manager  of  the  Santa  Rosa  Feed  Corpora- 
tion, was  the  next  witness  called  to  testify.  Mr.  Marcus  in  his  testimony 
pointed  out  that  in  one  year's  time  the  great  percentage  of  his  active 
accounts  had  gone  out  of  business  and  closed  up  their  farms.  Mr.  Marcus 
made  no  specific  recommendation  other  than  to  say,  "my  pitch  is,  a 
little  bit  of  something  quick  for  the  small  farmer. ' ' 

The  last  witness  called  by  Mr.  Barlas  was  Mr.  Herbert  Bundesen,  a 
hatchery  operator.   Mr.   Bundesen  made   the   following   observations: 

1.  That  he  would  be  in  favor  of  some  sort  of  mandatory  legislation 
in  the  collection  of  funds  on  both  California  egg  and  poultry  (for 
promotional  purposes) . 

2.  We  should  look  into  the  business  of  packaging  out-of-state  poultry 
under  California  labels. 
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The  next  witness  to  appear  before  the  committee  was  Mr.  Everett  A. 
Matzen,  Business  Representative  of  the  Butchers  Union,  Sonoma 
County.  Mr.  Matzen  offered  the  following  proposals  for  consideration: 

1.  A  national  minimum  wage  of  $1.25  per  hour. 

2.  That  legislation  should  be  adopted  by  the  California  Legislature 
which  would  tighten  up  on  the  inspection  of  out-of-state  poultry 
as  it  is  being  delivered  to  the  retail  stores. 

3.  The  use  of  poultry  products  by  retailers  as  a  loss  leader  was  an- 
other avenue  that  Mr.  Matzen  thought  should  be  explored. 

Mr.  Hubert  Daniels,  Chairman  of  the  Poultry  Department,  Sonoma 
County  Farm  Bureau  was  the  next  witness  to  testify.  Mr.  Daniels  of- 
fered to  the  committee  for  its  consideration  the  following  resolution 
which  he  stated  had  been  recently  adopted  by  the  Poultry  Department 
of  the  Sonoma  County  Farm  Bureau : 

"The  Sonoma  County  Farm  Bureau  Poultry  Department  recom- 
mends as  favoring  in  principle  legislation  enabling  mandatory  labeling 
and  promotion  of  top  grade  California  poultry  and  poultry  products 
and  the  collection  of  necessary  funds  through  a  tax  on  poultry  feeds, 
not  to  exceed  1  cent  per  hundredweight  for  this  promotion. ' ' 

The  last  witness  called  at  the  meeting  was  Mr.  Ray  Cole  from  Sac- 
ramento. Mr.  Cole  made  no  specific  recommendation ;  however,  he  did 
comment  on  the  alleged  practice  of  labeling  out-of-state  poultry  prod- 
ucts in  such  a  manner  that  the  consumer  is  led  to  believe  he  is  pur- 
chasing a  local  product. 


COMMITTEE  MEETING  OCTOBER  U,   1957, 
SAN  MATEO 

The  principal  witness  at  the  meeting  was  Mr.  Lester  Grube  speaking 
as  poultry  area  vice  chairman  on  behalf  of  the  California  Farm  Ee- 
search  and  Legislative  Committee.  In  his  very  detailed  presentation  Mr. 
Grube  made  specific  recommendations  which  he  entitled  "What  the 
Legislature  Can  Do. ' '  These  are  as  follows : 

1.  We  sincerely  believe  that  one  of  the  most  important  contributions 
the  Joint  Interim  Committee  on  Agricultural  and  Livestock  Prob- 
lems can  render  is  to  make  available  to  the  California  representa- 
tives on  the  Small  Business  Committee  all  relevant  data  on  inte- 
gration and  its  effects  within  the  State. 

2.  We  urge  the  Joint  Interim  Committee  on  Agricultural  and  Live- 
stock Problems  to  thoroughly  explore  the  various  forms  of  dis- 
count credit  in  use  which  place  independent  producers  at  a  dis- 
advantage in  competition  with  integrated  operations.  Recommen- 
dations should  be  made  for  such  state  and  federal  action  as  may 
be  needed  to  correct  unduly  high  interest  rates. 

3.  That  the  Joint  Interim  Committee  on  Agricultural  and  Livestock 
Problems  recommend  to  the  California  Legislature  that  it  memo- 
rialize Congress  to  enact  H.  R.  9380.  (This  measure  would  upon 
approval  by  a  referendum  of  the  producers  empower  the  Secre- 
tary of  Agriculture  to  determine  market  requirements  and  to 
regulate  the  size  of  increases  or  decreases  in  size  of  flocks  accord- 
ingly.) 

4.  The  California  Farm  Research  and  Legislative  Committee  also 
concurs  in  the  following  three  recommendations  made  by  the 
Sonoma  County  Poultry  Growers  Co-operative : 

a.  Repeal  of  the  3  percent  federal  freight  excise  tax  as  it  further 
distorts  our  higher  feed  and  equipment  costs  in  favor  of  our 
competitors. 

b.  Repeal  of  the  state  law  permitting  processors  to  repackage 
imported  meatbirds  in  a  manner  suggesting  it  is  a  local  prod- 
uct ;  and 

c.  Tightening  of  sanitation  compliance  on  the  part  of  out-of-state 
plants  which  process  eviscerated  birds  for  shipment  into  Cali- 
fornia. 

5.  That  the  Joint  Interim  Committee  on  Agricultural  and  Livestock 
Problems  undertake  an  intensive  investigation  to  determine 
whether  leadership  on  egg  prices  in  the  Los  Angeles  market  is 
in  the  hands  of  a  small  group  of  processors  and  retailers,  and  if 
so,  is  this  leadership  exercised. 

6.  That  adequate  funds  be  budgeted  to  permit  the  State  Department 
of  Agriculture  to  analyze  the  situation  affecting  production  and 
marketing  of  the  State's  major  commodities  so  that  difficulties 
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could  be  anticipated  and  possible  solutions  formulated  before  con- 
dition deteriorates  to  a  critical  point. 

7.  The  Joint  Interim  Committee  on  Agricultural  and  Livestock  Prob- 
lems should  view  the  present  hearing-  as  the  initial  step.  The  inves- 
tigation should  continue  after  their  conclusion  by  focusing  re- 
search efforts  on  the  areas  Avhich  hold  the  most  promise.  If  ade- 
quate funds  and  research  facilities  are  not  available  the  Joint 
Interim  Committee  on  Agricultural  and  Livestock  Problems  should 
recommend  an  appropriation  for  such  purposes  to  Budget  Ses- 
sion of  the  Legislature  in  1958. 

8.  That  the  Joint  Interim.  Committee  on  Agricultural  and  Livestock 
Problems  take  whatever  action  is  possible  toward  achieving  desir- 
able legislative  action  in  a  special  session  of  the  Legislature  in 
1958. 

9.  That  the  Joint  Interim  Committee  on  Agricultural  and  Livestock 
Problems  consider  the  possibility  of  up-grading  food  allowances 
for  the  almost  one-half  million  persons  on  state  administered  pub- 
lic assistance  programs.  (Use  of  poultry  products,  particularly 
consumption  of  shell  eggs,  could  be  considerably  increased  by  leg- 
islative action.) 

10.  That  the  Joint  Interim  Committee  on  Agricultural  and  Livestock 
Problems  support  federal  legislation  for  food  allotment  stamps 
to  bring  diets  of  the  underprivileged  up  to  nutritional  standards. 

11.  That  the  Legislature  might  well  consider  budgeting  additional 
funds  to  supplement  federal  reimbursement  for  the  existing  school 
lunch  program. 

12.  The  State  Legislature  should  also  consider  supporting  the  request 
of  the  state  school  lunch  supervisors,  including  California's  school 
lunch  department,  that  Congress  increase  the  annual  appro- 
priation for  the  school  lunch  program  from  $100,000,000  to 
$125,000,000. 
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A  major  portion  of  the  proceedings  at  this  meeting  was  devoted  to 
review  of  the  testimony  and  recommendations  made  to  date  as  related 
to  the  subject  matter  of  ACR  59.  This  meeting  also  afit'orded  committee 
members  an  opportunity  to  question  Mr.  Grube  regarding  information 
he  presented  to  the  committee  at  the  San  Mateo  meeting  on  October  17, 
1957. 

The  first  witness  called  to  testify  was  Mr.  Charles  Dick,  Assistant 
Director,  State  Department  of  Agriculture.  Mr.  Dick  was  called  to 
explain  the  precedure  followed  by  the  Department  of  Agriculture 
in  certifying  shipments  of  out-of-state  poultry  into  California. 

Dr.  Leland  Bartelt,  Chief,  Bureau  of  Poultry  Inspection,  State 
Department  of  Agriculture,  was  the  next  witness  to  testify.  He  was 
called  to  answer  several  questions  raised  by  committee  members  re- 
garding existing  labeling  requirements  for  out-of-state  poultry  prod- 
ucts. In  the  course  of  his  testimony,  in  response  to  a  question  regarding 
the  use  of  poultry  preserving  methods,  such  as  acronizing  and  biostat. 
Dr.  Bartelt  commented  as  follows :  "  I  might  add  for  the  information  of 
the  committee,  that  my  trip,  as  well  as  experiences  here  in  California, 
would  indicate  that  the  use  of  either  one  of  the  two  processes  has 
decreased  greatly  in  the  past  60  to  90  days. ' '  Dr.  Bartelt  also  indicated 
that  these  specific  preserving  processes  have  been  approved  by  the  Fed- 
eral Pure  Food  and  Drug  Administration. 

The  next  witness  called  was  Mr.  Grube.  In  a  reply  to  a  question 
regarding  the  extent  of  integration  in  the  poultry  industry  Mr.  Grube 
said,  "I  would  say  in  regard  to  the  broiler  industry  it  is  practically 
consummated.  There  are  a  few  independent  broiler  people  left — but 
very  few.  Ninety  percent  are  on  some  form  of  integrated  operation. ' ' 

The  exchange  or  remarks  between  Mr.  Grube  and  Assemblyman 
McCollister  relative  to  vertical  integration  very  succinctly  summarizes 
the  situation  being  faced  by  the  Legislature  in  an  attempt  to  legislate 
in  this  field.  For  this  reason  these  comments  are  reproduced  here  in 
their  entirety. 

Assemblyman  McCollister :  In  your  paper,  in  your  thorough  presenta- 
tion, ample  complaint  is  made  and  ample  description  of  the  plight  of 
the  California  poultry  producer  is  set  forth.  Of  course  you  complain, 
I  would  say  quite  sternly,  against  vertical  integration.  You  ask  that  the 
Legislature,  this  Legislature  or  Congress,  or  either  one  or  both,  take 
hold  of  the  matter  and  legislate  against  the  use  of  vertical  integration. 
Well,  I  wish  we  could.  I  wonder  what  you  have  in  mind.  How  on  earth 
can  you  actually  legislate  that  deeply  into  the  economics  of  the  private 
businesses  and  arrangements  within  the  field? 

Mr.  Grube :  I  know  that  this  is  not  being  done  just  in  the  poultry 
industry  or  just  in  agriculture.  I  know  it  is  a  standard  practice  in 
business  today.  I  am  sure  that  it  is  being  looked  at  from  a  lot  of  dif- 
ferent angles  by  many  different  people,  but  I  feel  tliat  j)ossibly  the  thing 
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that  could  be  done  which  Avould  be  of  the  most  benefit  is  to  see  that 
these  operations  do  not  involve  a  below-cost  operation  which  is  detri- 
mental to  the  people  who  are  concerned  with  this  particular  below-cost 
operation  as  their  livelihood.  They  have  no  other  means  but  this  particu- 
lar one — in  other  words,  a  law  which  would  prevent  related  industries 
from  coming  into  a  field  and,  in  order  to  gain  a  profit  on  a  product  or  to 
gain  possible  control  of  a  particular  field,  are  willing  to  destroy  those 
already  engaged  in  it. 

Assemblyman  McCollister :  Well  now  Sir,  I  am  willing  to  be  against 
integration — if  that  be  the  process  through  which  we  can  help  the  Cali- 
fornia poultryman.  The  first  thought  that  comes  to  mind  is  that  it  is 
monopolistic,  because  conceivably  you  have  control  of  the  whole  opera- 
tion from  the  original  little  chick  clear  on  up  to  the  consumption  of 
the  product.  Still  it  is  not  restraint  of  trade.  It  is  not  monopolistic 
inasmuch  as  there  are  many  firms  doing  it  and  competition  does  exist. 
So  3^ou  reduce  down  to  what  I  think  you  have  just  said.  You  would 
like  us  to  legislate  to  in  some  way  insure  that  the  man  at  the  bottom 
who  is  tending  his  poultry  flock  is  not  forced  to  work  for  pennies  and 
is  insured  a  profit.  Is  not  that  in  essence  what  you  would  like  some- 
how to  have  the  government  do? 

Mr.  Grube :  Still  he  retains  his  independence.  He  is  a  responsible 
citizen  at  one  moment — the  next  moment,  he  becomes  a  laborer  working 
for 

Assemblyman  McCollister:  He  is  still  a  responsible  citizen. 

Mr.  Grube :  But  he  is  making  an  entirely  different  set  of  decisions  is 
what  I  mean,  as  an  independent  farmer.  He  is  taking  many  responsi- 
bilities that  do  not  exist  when  he  becomes  an  integrator. 

Assemblyman  McCollister :  He  is  integrated  all  right,  but  then  I  still 
as  you — how  do  you  expect,  or  hope,  or  projjose,  to  have  government 
insure  that  man  a  profit  ?  Now  should  government  step  into  that  breach 
and  come  right  down  to  that  little  point  and  say  on  your  statutes  that 
everybody  must  make  a  profit  ?  Which  says  that  the  poultryman  cannot 
from  his  own  free  will  enter  into  an  agreement  which  subsequently 
turns  out  to  be  nonprofitable  ?  I  do  not  know  that  you  can  propel  gov- 
ernment into  that  question. 

Mr.  Grube :  No — I  do  not  think  you  could. 

Assemblyman  McCollister :  I  do  not  think  you  can.  As  a  representa- 
tive of  this  group,  Sir,  I  want  to  ask  you  to  state  definitely  whether  or 
not  your  legislative  committee  endorses  the  idea  that  has  been  dis- 
cussed here  by  this  committee — of  an  act  by  the  California  Legisla- 
ture to  levy  a  miniature  tax  on  poultry  feed,  the  industry  selecting  and 
nominating  a  Poultry  Promotion  Council  to  spend  the  money  on  behalf 
of  California  poultry  and  eggs.  Do  you  endorse  that  idea? 

Mr.  Grube :  I  do  not  believe  that  our  committee  endorses  that  idea, 
as  such.  We  are  not  against  it.  We  do  not  think  it  is  the  overall  solu- 
tion to  the  problem. 

In  response  to  a  question  from  a  member  of  the  committee  Mr.  Grube 
also  indicated  that  he  personally  could  see  no  harm  in  state  legislation 
which  would  require  eggs  to  be  dated  possibly  at  the  time  they  were 
candled. 

The  next  witness  called  to  testify  was  Mr.  Roscoe  Parks,  a  family 
size  poultry  farmer  and  commercial  egg  producer.  Mr.  Parks  is  quoted 
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as  saying,  "I  do  believe  that  the  family  size  farm  v^ill  not  go.  It  is  here 
to  stay,  if  famil}-  farmers  will  continue  to  exercise  good  sound  judgment 
in  management  and  fully  utilize  all  of  the  mechanized  facilities  at  their 
command."  Mr.  Parks  also  said  that  lie  was  thoroughly  convinced  that 
the  famil}'  size  poultrj^  farm  is  still  the  most  efficient  production  unit 
and  has  a  definite  place  in  the  agricultural  economy  of  our  Country. 
Mr.  Parks  is  further  quoted  as  saying,  "We  should  not  go  about  creat- 
ing any  trade  barriers  by  requiring  other  states  to  identify  the  origin  of 
egg  shipments  into  California.  We  should  rather,  for  our  own  greater 
benefit,  rely  upon  the  provisions  and  enforcement  of  our  own  good  State 
Egg  Law." 

Mr.  Parks  offered  no  detailed  program  for  the  committee 's  considera- 
tion, however,  he  did  express  the  opinion  that  the  solution  to  the  prob- 
lem lies  in  increasing  the  promotion  of  consumer  demand  for  poultry 
products.  Specifically,  Mr.  Parks  said,  "I  think  we  should  give  con- 
sideration to  increased  promotion  of  eggs,  'California  Produced  Eggs' 
and  other  poultry  products  as  well.  This  promotional  program  should 
be  handled  on  a  uniform  basis,  so  that  everyone  in  the  industry  who 
will  benefit  will  likewise  share  equally  in  the  cost.  I  am  sure  our  Cali- 
fornia state  agencies  can  give  valuable  assistance  to  our  California  in- 
dustry agencies  in  the  formulation  of  a  sound,  effective  program.  A 
hard-hitting  promotional  program  on  eggs  will  create  more  demand  for 
our  product,  assure  better  market  prices,  and  increase  the  income  of 
producers. ' ' 

In  his  closing  remark  Mr.  Parks  expressed  the  opinion  that  member- 
ship such  as  his,  in  a  farmer  owned  marketing  and  supply  co-operative, 
is  the  answer  to  tlie  problem  of  relieving  the  strain  caused  by  depressed 
egg  prices.  In  Mr.  Parks  opinion,  the  farmer 's  approach  to  the  problem 
of  integration  is  to  integrate  himself,  through  membership  in  a  farmers ' 
co-operative. 

The  last  witness  to  appear  at  this  particular  meeting  was  Mr.  Walter 
Simcieh,  Research  Consultant,  California  Farm  Research  and  Legisla- 
tive Committee.  Mr.  Simcieh  reiterated  his  association's  concern  regard- 
ing the  effect  of  vertical  integration  upon  the  poultry  industry.  He  also 
commented  on  the  Federal  Government's  interest  in  this  matter. 


COMMITTEE  MEETING  NOVEMBER  1,   1957,  FRESNO 

The  first  witness  called  to  testify  was  Dr.  George  L.  Mehren,  Director, 
Gianniiii  Foundation,  and  Chairman  of  the  Department  of  Agricultural 
Economics  at  the  University  of  California.  Dr.  Mehren 's  prepared 
statement  was  initially  submitted  to  the  committee  by  Dr.  Sidney  Hoos 
under  date  of  September  6,  1957.  It  appears  in  the  appendix  to  this 
report  marked  Exhibit  No.  2.  Apart  from  his  prepared  statement  Dr. 
Mehren  also  mentioned  several  other  research  projects  of  interest  to 
the  committee.  These  are : 

1.  Project  Statement  No.  1259.  This  project  deals  with  poultry 
and  feed  associations.  Work  on  this  project  has  been  going  on 
for  some  time. 

2.  Project  Statement  No.  1402.  This  project  relates  to  livestock 
marketing  through  the  auction  system. 

3.  Project  Statement  No.  1566.  This  project  was  designed  to  try 
to  determine  the  competitive  relationship  between  the  Bay  area 
and  the  Los  Angeles  area  with  respect  to  ^g^  prices. 

4.  Project  Statement  No.  1707.  This  project  involves  a  study  of 
the  efficiency  in  handling  eggs  and  controlling  their  quality  from 
producer  to  consumer.  Its  major  purpose  is  to  determine  a  means 
by  which  the  industry  can  mechanize  the  total  process  of  grad- 
ing, selecting,  and  handling  eggs  generally. 

5.  Project  Statement  No.  2525-1754.  This  is  a  project  being  con- 
ducted jointly  with  the  Agricultural  Extension  Service.  The 
objectives  of  this  project  are  to  improve  quality  and  increase 
efficiency  in  egg  marketing  by  means  of  an  educational  program, 
leading  toward  quality  control  consumer  preference. 

The  second  witness  called  was  Mr.  Jackson  Carle,  Executive  Sec- 
retary to  Congressman  B.  F.  Sisk,  Twelfth  Congressional  District.  Mr. 
Carle  presented  the  following  statement  in  behalf  of  Congressman 
Sisk. 

"Mr.  Chairman,  I  deeply  appreciate  your  invitation  to  testify  before 
your  committee  and  this  opportunity  to  discuss  some  of  our  poultry 
problems.  I  think  it  shows  your  desire  that  we  work  co-operatively  at 
state  and  federal  levels  toward  their  solution  and  I  consider  this  a 
healthy  and  productive  attitude  in  which  I  want  to  join. 

"I  am  sure  your  consideration  of  the  problems  of  the  poultry  in- 
dustry in  California  has  convinced  you  that  the  entire  industry  is 
facing  serious  problems,  arising  partly  from  current  over-production, 
which,  stated  another  way,  means  under-consumption,  and  partly  from 
costs  of  production  which  in  turn  are  greatly  influenced  by  federal 
support  of  the  prices  of  commodities  required  for  poultry  production. 
In  other  words,  no  substantial  governmental  help  is  extended  to  sup- 
port the  prices  of  the  products  the  poultry  industry  sell,  but  govern- 
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ment  support  substantially  increases  the  cost  of  the  products  the  in- 
dustry buys,  SO  that  the  producer  is  caught  in  a  squeeze. 

* '  I  think  it  is  fair  to  conclude  that  the  troubles  of  the  industry  result 
partly  also  from  a  lack  of  stability  arising  from  the  nature  of  its 
operations,  under  which  it  is  comparatively  easy  to  go  into  or  out  of 
business,  so  that  the  poultry  products  offered  for  sale  may  fluctuate 
widely.  Many  persons  believe  this  lack  of  stability  is  increased  by  cur- 
rent financing  practices. 

"While  I  am  very  much  concerned  with  helping  toward  solutions 
of  the  problems  of  the  entire  poultry  business,  I  think  your  committee 
may  be  primarily  interested  in  my  discussing  legislation  pending  be- 
fore Congress  which  we  hope  may  be  helpful  to  the  turkey  industry. 
This  is  House  Resolution  5561,  which  I  introduced  on  March  4,  1957, 
after  extensive  conferences  with  representatives  of  the  industry.  On 
August  20th,  the  Subcommittee  on  Poultry  and  Eggs  of  the  House 
Committee  on  Agriculture  held  a  hearing  on  this  bill  at  which  I  was 
happy  to  join  with  representatives  of  the  National  Turkey  Federation 
and  a  number  of  our  local  producers  in  discussing  its  provisions.  Copies 
of  a  transcript  of  the  hearing,  including  the  provisions  of  House  Reso- 
lution 5561,  are  being  made  available  to  your  members. 

"This  bill  is  intended  as  an  enabling  act.  Of  itself,  it  would  not  set 
up  a  marketing  program.  It  is  purely  permissive  legislation.  It  would 
authorize  the  turkey  industry  to  manage  its  own  affairs  under  a  mar- 
keting program  if  two-thirds  of  the  producers  want  a  program  and  are 
agreeable  to  the  terms  and  conditions.  Unless  66f  percent  of  the  pro- 
ducers vote  for  a  program  it  will  not  be  put  in  effect. 

"This  is  a  self  help  plan.  The  turkey  industry  would  finance  opera- 
tion of  the  program.  There  would  be  no  government  support  of  turkey 
prices  or  tax  outlay  to  administer  the  plan.  It  would  be  financed  by  a 
limited  payment  by  producers  on  the  basis  of  the  number  of  birds 
marketed.  The  purposes  of  the  program  include  promotion  of  consump- 
tion, education,  research,  and  marketing  assistance  to  stabilize  the  in- 
dustry. Marketing  quotas  could  be  included,  but  only  if  agreed  to  by 
the  industry  under  conditions  fair  to  consumers  and  producers. 

"We  have  been  encouraged  to  propose  this  turkey  marketing  pro- 
gram on  a  national  scale  by  the  success  of  the  similar  program  already 
in  operation  in  California  under  the  terms  of  a  marketing  order 
which  you  gentlemen  of  the  Legislature  have  been  foresighted  in 
authorizing.  That  program  in  California,  through  promotion  and  edu- 
cation, has  increased  our  State's  turkey  consumption  to  double  the 
national  average.  Its  success  encourages  us  to  believe  that  similar 
methods  can  materially  increase  national  and  worldwide  consump- 
tion and  reduce  surplus.  We  also  hope  it  will  stabilize  demand  on  a 
year-round  basis  and  lead  to  orderly  and  economical  marketing. 

"If  we  could  build  a  fence  around  California  we  probably  would 
not  have  much  of  a  turkey  problem  here.  Our  state  program  has 
worked  so  well  that  we  could  absorb  our  own  production  at  fair 
prices,  but  we  cannot  keep  surplus  from  other  states  out  of  our 
market  and  that  is  why  we  need  a  national  program.  I  am  happy  to 
report  there  is  general  agreement  among  most  producers  that  there 
is  need  for  a  federal  program,  though  they  are  not  completely  agreed 
on  aU  its  terms.  We  think  these  differences  can  be  resolved.  We  also 
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think  the  activities  and  functions  generally  authorized  in  the  enabling 
act  should  be  just  as  broad  as  we  can  foresee  may  be  needed  to  let 
the  industry  work  out  its  problems  in  justice  to  producers  and  con- 
sumers. It  would  be  most  unfortunate  if  we  urgently  needed  authority 
the  act  did  not  give. 

"We  think  this  program  will  provide  a  governmental  climate  and 
approval  to  a  self-help  program  to  let  the  turkey  people  manage  and 
stabilize  their  business.  You  gentlemen  already  have  started  the  ball 
rolling  here  in  California  and  I  earnestly  solicit  your  help  in  extending 
your  work  to  tbe  national  level." 

The  third  witness  called  was  Mr.  Gene  Beals,  Manager  of  the  Cali- 
fornia Turkey  Promotion  Advisory  Producer  Board.  Mr.  Beals  stated 
that  the  remarks  he  would  make  are  based  on  his  own  personal  opinion 
and  not  necessarily  those  of  the  board.  Mr.  Beals  explained  in  some 
detail  the  history  and  activities  of  the  California  Turkey  Promotion 
Advisory  Board.  Mr.  Beals  expressed  the  opinion  that  as  a  result  of 
the  various  advertising  programs  supported  by  the  board  the  per 
capita  consumption  of  turkey  meat  in  California  is  now  approximately 
10  to  12  pounds  as  compared  to  5.8  per  capita  nationally. 

Mr.  Beals  further  pointed  out  that  in  his  opinion  turkey  producers 
in  California  cannot  stop  promoting  their  products  without  experi- 
encing a  completely  disastrous  effect.  The  estimated  82  million  pounds 
surplus  (1957)  together  with  the  cold  storage  carryover  from  the 
previous  year,  in  Mr.  Beals'  opinion,  can  only  result  in  severe  losses 
to  turkey  producers.  Mr.  Beals  in  his  concluding  remarks  made  no 
specific  reference  to  H.  R.  5561,  Eighty-fifth  Congress,  First  Session.^ 
However,  he  is  quoted  as  saying,  "In  conclusion,  when  turkey  pro- 
ducers are  given  their  right  to  exercise  their  franchise  to  vote  on 
proposed  national  legislation,  they  can  establish  a  means  to  govern 
their  own  business  in  such  a  manner  that  will  reflect  a  reasonable 
return  based  on  their  individual  abilities.  Financial  independence, 
obtained  by  industry  management,  will  increase  the  purchasing  power 
of  the  industry,  provide  a  large  tax  revenue,  and  finally  provide  the 
consumer  with  a  better  quality  product  at  an  economical  price." 

The  next  witness  called  was  Mr,  Jack  McCoon.  Mr.  McCoon  is  a 
turkey  breeder,  hatcheryman  and  turkey  meat  producer.  In  1949, 
according  to  Mr.  McCoon,  the  major  illness  of  the  turkey  industry 
was  starting  to  develop.  This  took  the  form  of  unlimited  financing. 
In  Mr.  McCoon 's  opinion  the  law  of  supply  and  demand  is  not  appli- 
cable to  the  turkey  industry.  Financing  now  dictates  the  size  of  the 
turkey  crops  and  has  forced  the  industry  into  a  disastrous  condition. 
As  a  solution  to  the  problem  Mr.  McCoon  urged  everyone  connected 
with  the  turkey  industry  to  support  the  National  Enabling  Act, 
' '  whereby  we  can  promote  and  advertise  our  product  and,  if  necessary, 
have  some  type  of  surplus  removal  or  production  control  whereby  we 
can  keep  our  production  more  in  line  with  consumption. ' ' 

Mr.  Rowland  R.  Killian,  a  farm  turkey  meat  producer  and  past 
chairman  of  the  California  Turkey  Promotion  Advisory  Board,  was 
the  next  witness  called.  Mr.  Killian  stated  that  he  was  speaking  for 
the  Turkey  Meat  Producers  of  California.  In  his  opinion,  the  turkey 
producers  in  California  are  overwhelmingly  favorable  to  H.  R.  5561. 

*  A  copy  of  this  measure  appears  in  the  Appendix  to  this  Report  marked  Exhibit  No.  5. 
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Mr.  Killian  commented  at  length  on  vertical  integration  in  the  industry 
and  the  elmination  of  the  independent  turkey  meat  producer.  In  this 
connection  Mr.  Killian  is  quoted  as  saying  that  "integration  has  a 
firm  hold  on  the  poultry  industry  in  California  and  with  integration 
has  come  the  virtual  elimination  of  the  independent  poultry  meat  pro- 
ducer or  primary  producer."  According  to  Mr.  Killian,  his  associa- 
tion seeks  to  eliminate  integration  which,  in  his  opinion,  has  reduced 
the  grower  to  the  status  of  a  wage  earner.  Mr.  Killian  is  further 
quoted  as  saying,  "Specifically,  we  recognize  handler  financing  of  pro- 
duction as  the  instrument  which  makes  integration  possible.  Legisla- 
tion to  correct  this  condition  would  be  as  revolutionary  as  the  anti- 
trust laws,  the  Securities  and  Exchange  Act,  and  the  bank  reform 
laws.  We  cannot  wait  for  so  drastic  a  measure." 

In  response  to  a  question  from  a  member  of  the  committee  Mr.  Kil- 
lian said  that  a  poultry  promotion  program,  if  applied  on  a  national 
scale,  in  his  opinion,  would  be  successful,  but  not  on  a  state  scale.  Mr. 
Killian  also  expressed  the  opinion  that  a  state  anti-integration  measure 
would  work  a  hardship  on  the  California  breeder.  In  this  connection  Mr. 
Killian  is  quoted  as  saying,  "It  is  a  national  problem.  Any  legislative 
measure  here  in  the  State,  I  cannot  see  where  it  would  have  any  affect 
on  this. " 

The  next  witness  called  was  Mr.  L.  P.  Arnold.  Mr.  Arnold  operates  a 
small  family  size  chicken  hatchery.  Mr.  Arnold  pointed  out  that  con- 
tract farming  or  integration  is  an  increasing  factor  in  all  agricultural 
operations.  In  his  opinion  the  effects  of  integration  are  not  all  bad, 
neither  are  they  all  good.  Mr.  Arnold  in  commenting  on  production 
control  as  a  means  of  assistance  for  the  poultry  industry  said,  "Con- 
trols over  production  in  California  would  only  help  us  lose  that  part 
of  the  California  market  that  we  still  have  and  would  Avork  a  real  hard- 
ship on  the  small  growers  that  are  left."  Mr.  Arnold  also  made  the 
following  observations : 

1.  Kesearch  may  help  make  us  more  competitive. 

2.  The  use  of  poultry  and  eggs  as  loss  leaders  has  a  depressed  effect 
on  prices. 

3.  More  complete  market  report  information  would  be  helpful. 

4.  It  would  be  more  equitable  for  producers  and  consumers  if  eggs 
could  be  sold  by  the  pound. 

Mr.  Claude  Potter,  a  fryer  producer  was  the  next  witness  called. 
Mr.  Potter  in  his  presentation  indicated  that  he  was  not  an  integrated 
operator  and  concluded  that  the  laws  of  supply  and  demand  still  oper- 
ates and  as  long  as  a  situation  exists  whereby  growers  have  no  control 
over  costs  and  integrated  producers  continue  to  put  chickens  on  the 
market  it  is  going  to  be  extremely  difficult  for  an  independent  grower 
to  make  a  living. 

When  asked  to  comment  on  a  proposal  to  create  a  Poultry  Promotion 
Council  Mr.  Potter  is  quoted  as  saying,  "I  think  that  anything  that 
you  could  do  to  promote  the  sale  of  chickens  would  be  beneficial  to  the 
industry  providing  that  we  could  keep  the  surplus  down." 

Mr.  John  Gilmore,  representing  the  Hay  and  Grain  Feed  Dealers 
Association,  was  the  next  witness.  Mr.  G-ilmore  made  the  following  ob- 
servations : 
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1.  My  organization  desires  to  give  full  support  to  any  practical  pro- 
gram which  might  be  developed  to  assist  the  fryer,  broiler,  and  egg- 
producers  of  the  State. 

2.  There  would  be  certain  inequities  in  the  administration  of  a  tax 
on  commercial  feedstutf  to  support  a  program  designed  to  promote 
California-grown  poultry  and  eggs. 

3.  That  it  might  be  wise  to  consider  the  use  of  existing  legislation 
(1937)  Marketing  Act  as  a  legal  basis  for  a  promotional  program 
rather  than  to  consider  enacting  new  legislation  at  this  time. 

Mr.  Arnold  Wittenberg,  operator  of  a  5,000-bird  egg  ranch  in  Kern 
County,  was  the  next  witness  called.  Mr.  Wittenberg  in  his  presentation 
commented  at  length  on  the  effect  of  integration  in  the  poultry  industry 
in  California.  He  too  concluded  that  some  way  must  be  found  to  sta- 
bilize production  and  prices.  This,  in  Mr.  Wittenberg's  opinion,  must 
be  done  nationally  as  this  is  a  national  problem.  Specifically  Mr.  Wit- 
tenberg said  that  he  hoped  that  the  Joint  Legislative  Committee  on 
Agricultural  and  Livestock  Problems  would  recommend  support  of 
House  Eesolution  No.  9380  "so  that  the  unimpeded  attack  on  farm 
family  producers  and  co-operatives  by  nonfarmer  controlled  feed  com- 
panies, processors,  and  chains  may  be  stopped." 

Mr.  Wittenberg  also  said  that  in  liis  opinion  one  of  the  most  impor- 
tant steps  that  the  Joint  Committee  on  Agricultural  and  Livestock 
Problems  could  take  to  help  California  producers  would  be  to  co-operate 
in  every  way  possible  with  the  House  of  Representatives  Small  Busi- 
ness Committee  investigations  of  vertical  integration  in  the  poultry 
industry  .2 

The  next  witness  called  was  Mr.  A.  H.  Douty,  President  of  the  Cali- 
fornia State  Poultry  Institute  and  a  grower,  processor,  wholesaler  and 
retailer. 

Mr.  Douty  in  his  presentation  said  that  the  institute  was  not  formed 
solely  to  attack  the  laws  and  regulations  (of  the  Department  of  Agri- 
culture). It  was,  in  his  words,  "organized  for  the  purpose  of  doing 
anything  that  would  help  the  California  poultry  industry  and  we 
stand  ready  to  work  with  any  organization  or  organizers  that  have  the 
same  goal  in  mind. ' ' 

Mr.  Douty  further  stated  that  his  organization  would  like  to  see 
present  laws  and  regulations  changed  to  where  out-of-state  poultry 
would  be  competitive  with  California  poultry. 

Specifically  this  would  involve : 

1.  Requiring  all  dressed  poultry  to  carry  a  tag  or  label  showing  the 
point  of  origin  and  this  tag  or  label  to  remain  on  the  poultry  until 
it  reaches  the  consumer. 

2.  Grades  and  standards  should  be  adopted  and  strictly  enforced. 

Regarding  a  market  order  or  promotional  program  for  poultry,  Mr. 
Douty  said  that  such  a  proposal  had  never  been  thoroughly  discussed 
by  the  members  of  his  association;  however,  he  personally  felt  that 
marketing  orders  have  been  very  helpful  to  other  segments  of  the  agri- 

»  Pursuant  to  a  recommendation  by  the  committee  a  complete  transcript  of  the  entire 
series  of  meetings  on  Assembly  Concurrent  Resolution  No.  59  of  the  1957  Session 
of  the  California  Legislature  was  made  available  to  Congressman  Charles  H. 
Brown,  Chairman  of  Subcommittee  No.  6. 
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cultural  industry  so  he  could  see  no  reason  why  it  would  not  benefit  the 
poultry'  industr3\ 

In  his  concluding  remarks  Mr.  Douty  made  the  observation  that  the 
poultry  industry  felt  that  it  would  also  be  very  helpful  to  all  concerned 
if  it  were  possible  to  have  a  Poultry  Advisory  Board  appointed  by  the 
Governor  to  assist  legislators  at  any  time  that  matters  pertaining  to  the 
poultr}'  industry  were  under  discussion. 

Mr.  Frank  J.  Hettler,  owner  of  the  Fraizer  Park  Turkey  Ranch  at 
Lebec,  California,  was  the  next  witness  called.  In  his  presentation  Mr. 
Hettler  stated  that  he  lost  a  considerable  amount  of  money  in  the  turkey 
business  and  apparently  felt  that  this  loss  was  due  to  integration.  Mr. 
Hettler  offered  no  recommendations  to  the  committee. 

The  next  wdtness  called  was  Mr.  Clyde  Howden,  President  of  the 
California  Fryer  Federation  and  an  independent  fryer  grower  from 
Dinuba,  California. 

Mr.  Howden  recommended  that  the  industry  should  try  to  promote  a 
market  order  for  poultry  in  California.  He  pointed  out  that  this  could 
be  done  under  the  1937  Market  Act  and  no  new  legislation  would 
be  needed.  Specifically,  he  recommended  that  the  industry  under  the 
Marketing  Order  Act  should  identify  and  promote  California  poultry, 
using  grades  and  standards. 

Mr.  P.  F.  McCall,  Director  of  the  Tulare  County  Farm  Bureau 
Poultry  Department,  was  the  last  witness  called  at  this  meeting.  In  his 
presentation  Mr.  McCall  pointed  out  that  he  and  18  other  poultrymen 
joined  together  to  form  the  Alta  Feed  Association,  Inc.,  of  Dinuba, 
which  association  operates  on  a  cash  basis.^  Mr.  McCall  stated  that  his 
association  did  not  want  any  type  of  government  control  on  the  poultry 
industry.  He  also  indicated  that  if  he  wanted  to  integrate  he  could  see 
no  reason  why  he  should  be  prevented  from  doing  so.  Mr.  McCall  said 
that  he  was  not  opposed  to  integration  as  such,  as  long  as  it  did  not 
involve  a  violation  of  the  law  or  lead  to  the  creation  of  a  monopoly. 

*An  explanation  of  the  organization  and  operation  of  this  particular  association  is 
deemed  of  sufficient  interest  that  it  appears  in  the  appendix  to  this  report  marked 
Exhibit  No.  6. 


COMMITTEE  MEETING  NOVEMBER  12,   1957, 
SAN  DIEGO 

The  first  witness  called  was  Mrs.  Eva  Weiner,  Secretary,  Palomar 
Poultry  Co-operative,  Inc.,  which  association  buys  feed  as  a  group  in 
addition  to  providing  cull  and  fertilizer  removal  services.  According  to 
Mrs.  Weiner  the  co-operative  was  organized  in  1945  and  presentl}^  has 
65  members  producing  4,000  cases  of  eggs  a  week. 

In  her  presentation  Mrs.  Weiner  made  the  following  observations  and 
recommendations : 

1.  One  of  the  most  important  studies  the  Joint  Legislative  Committee 
on  Agricultural  and  Livestock  Problems  could  undertake  would 
be  a  comprehensive  analysis  of  the  relationship  between  Southern 
California  egg  prices  and  the  importation  of  eggs. 

2.  That  the  Joint  Legislative  Committee  on  Agricultural  and  Live- 
stock Problems  undertake  a  study  of  the  "exact  and  full  details 
of  integration." 

3.  We  accept  these  hearings  as  the  beginning  of  a  complete  and 
thorough  stud.y  of  the  poultry  industry  in  California. 

4.  That  the  Joint  Legislative  Committee  on  Agricultural  and  Live- 
stock Problems  investigate  the  present  pricing  structure  in  the 
Los  Angeles  market,  ' '  with  an  eye  to  setting  up  some  arrangement 
for  a  cost  of  production  and  price  relationship. ' ' 

5.  Whether  our  prices  are  being  further  depressed  through  manipu- 
lation of  the  Los  Angeles  market  will,  w^e  hope,  be  determined  as 
a  result  of  specific  investigation  of  this  market  by  your  committee 
as  well  as  through  a  current  investigation  by  the  Department  of 
Justice  as  reported  in  the  "Daily  Report"  published  in  Ontario, 
California,  on  Saturday,  October  26,  1957.^ 

6.  Undoubtedly  state  action  to  protect  our  state  producers  by  some 
method  of  distinguishing  imported  eggs  from  local  eggs  would 
benefit  local  producers. 

7.  Cold  storage  eggs  should  be  marked  as  svicli  and  not  permitted  to 
compete  with  our  fresh  eggs  at  the  same  price. 

8.  The  Palomar  Poultry  Co-operative,  Inc.,  unanimously  concurs  in 
those  recommendations  previously  submitted  to  the  Joint  Legisla- 
tive Committee  on  Agricultural  and  Livestock  Problems  at  the 
San  Mateo  meeting  by  the  California  Farm  Research  and  Legis- 
lative Committee. 

9.  The  problem  is  national  in  scope  and  no  state  marketing  order  will 
solve  it. 

"Under  date  of  February  20,  1958,  the  committee  was  advised  by  Mr.  James  M.  Mc- 
Grath,  Acting  Chief,  Los  Angeles  Office,  Anti  Trust  Division  of  the  U.  S.  Depart- 
ment of  Justice,  that  the  investigation  of  egg  marketing  in  the  Los  Angeles  area 
was  not  complete  and  no  determination  had  been  reached  as  to  what  action,  if 
any,  would  be  taken. 
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10.  The  Joint  Legislative  Committee  on  Agricultural  and  Livestock 
Problems  could  be  of  service  to  California  fryer  and  egg  producers 
by  requesting  a  special  session  of  the  Legislature  in  January  1958 
to  memorialize  Congress  to  support  H.  R.  9380. 

11.  The  Palomar  Poultry  Co-operative,  Inc.,  urges  the  Joint  Legisla- 
tive Committee  on  Agricultural  and  Livestock  Problems  to  con- 
tinue this  investigation  through  all  essential  studies  as  soon  as 
possible.  If  additional  funds  are  needed  to  complete  this  study  we 
ask  that  they  be  requested  at  the  Budget  Session  in  1958. 

Mr.  Charles  M.  Christy,  poultry  farmer  and  a  member  of  the  Palomar 
Poultry  Co-operative,  Inc.,  was  the  next  witness  called.  Mr.  Christy 
stated  that  he  had  been  requested  by  this  co-operative  to  speak  on  the 
necessity  of  crop  insurance  being  made  available  to  farmers  in  the  event 
of  crop  disaster.  Specifically,  Mr.  Christy  recommended  the  creation  of 
a  Farmers  Crop  Insurance  Fund  from  which  farmers  could  borrow 
money  at  a  low  rate  of  interest  for  at  least  a  five-year  period. 

Mr.  Christy  also  recommended  that  state  legislation  should  be  enacted 
which  would  prohibit  imported  eggs  from  being  packed  in  the  same  box 
with  California  eggs. 

The  next  witness  called  was  Mr.  Ealph  Sexauer,  Secretar3^-Manager, 
San  Diego  Poultry  Co-operative  Association.  Mr.  Sexauer  stated  that 
his  association  is  a  nonprofit  co-operative  of  approximately  1650  mem- 
bers, most  of  whom  reside  in  San  Diego  County.  This  co-operative, 
according  to  Mr.  Sexauer,  was  formed  41  years  ago  and  is  active  in 
the  purchasing  and  blending  of  feeds,  purchasing  of  farm  supplies,  and 
the  co-operative  marketing  of  eggs  and  poultry  meat.  In  Mr.  Sexauer 's 
opinion  the  ability  of  the  industry-  to  rapidly  adjust  to  supply  and 
demand  has  set  a  pattern  of  up  and  down  prices  which  have  surprised 
and  distressed  those  who  entered  the  industry  without  having  studied 
the  industry's  price  history.  Mr.  Sexauer  is  quoted  as  saying,  "Those 
who  have  accumulated  experience  know  of  these  low  income  periods  and 
gauge  their  operations  accordingly.  They  accept  the  pattern  as  part  of 
their  management  problem." 

In  his  concluding  remarks  Mr.  Sexauer  made  the  following  two  obser- 
vations : 

1.  Our  organization  by  action  of  its  board  of  directors  is  strongly 
opposed  to  any  government  support  or  allocations  of  poultry  pro- 
duction by  legislation.  We  believe  that  these  problems  of  shortage 
with  high  prices  and  oversupply  with  low  prices  should  be  and 
can  be  best  met  by  producer  co-operative  action. 

2.  We  subscribe  to  standardization  legislation  properly  administered 
to  insure  consumer  confidence  in  agricultural  products.  We  sin- 
cerely question  the  merits  of  legislation  that  would  place  our 
industry  on  a  price  support  or  production  allocation  basis. 

Mr.  Hart  Dunham,  operator  of  a  poultry  ranch  in  Lakeside,  San 
Diego  County  was  the  next  witness  called.  Mr.  Dunham  stated  that  he 
was  a  member  of  the  Board  of  Directors  of  San  Diego  County  Farm 
Bureau  and  in  that  capacity  presented  the  following  statement  on  behalf 
of  the  Poultry  Department,  San  Diego  Farm  Bureau:  ''Resolved,  that 
the  San  Diego  County  Farm  Bureau  opposes  any  program  that  would 
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threaten  the  free  enterprise  system  of  the  poultry  industry  and  requests 
that  the  California  Farm  Bureau  Federation  continue  its  policy  that 
would  enable  the  industry  to  remain  independent  of  any  subsidies,  con- 
trols, or  price  support  programs. ' ' 

Mr.  Blakewell,  a  poultry  producer  also  from  Lakeside  was  the  next 
witness  called.  Mr.  Blakewell  commented  on  the  low  price  of  poultry 
meat  and  suggested  a  tax  on  out-of-state  poultry  as  a  possible  solution 
to  the  problem. 

The  next  witness  called  was  Mr.  C.  H.  Owen,  a  poultry  ranch  opera- 
tor since  1930  and  presently  operating  a  10,000-layer  unit.  Mr.  Owen 
said  that  poultrymen  are  no  different  from  any  other  businessmen  and 
in  his  opinion  do  not  want  supports  such  as  now  pertained  to  other 
farm  commodities.  In  Mr.  Owen's  opinion  poultrymen  want  to  be  free 
from  controls  which  come  with  supports. 

Mr.  Denny  Wright,  San  Diego  County,  operator  of  a  6,000-layer 
poultry  ranch,  was  the  next  witness  called.  Mr.  Wright  in  his  presenta- 
tion said,  "You  gentlemen  have  made  available,  through  legislation, 
a  number  of  self-help  programs.  These  are  quite  worthy  of  note.  To 
name  a  few,  we  have  the  Universitj^  of  California  Extension  Service, 
Poultry  Improvement  Commission,  Federal-State  Market  News  Service, 
and  so  forth.  Laws  have  been  enacted  through  the  years  to  foster  and 
support  farmer  co-operatives.  With  these  co-ops  we  are  able  to  buy  our 
supplies  in  volume  and  market  our  produce  collectively.  This  enables  us 
to  compete  in  a  free  market." 

Mr.  Wright  is  further  quoted  as  sajdng,  "This  type  of  legislation  is 
splendid,  I  think.  It  keeps  me  in  the  free  enterprise  system.  I  also  think 
the  most  detrimental  thing  that  could  happen  to  any  independent  poul- 
tryman  is  to  put  him  under  price  supports,  marketing  orders,  compen- 
satory payments,  production  quotas,  or  any  other  socialistic  ideas  which 
will  consume  his  time,  filling  out  mountains  of  reports,  spying  on  his 
fellow  poultrymen,  or  trying  to  figure  out  some  ingenious  method  of 
cheating  the  government  so  he  can  buy  a  new  car  this  year.  He  could 
well  spend  this  time  by  bettering  his  management  practices  through  im- 
proved strains  of  stock,  better  nutrition,  high  quality  produce,  and  so 
forth." 

Mr.  Robert  L.  Nelson,  poultry  processing  plant  operator  in  National 
City  was  the  next  witness  called.  Mr.  Nelson  in  his  presentation  made 
several  allegations  relative  to  the  manner  in  which  the  State  Depart- 
ment of  Agriculture  officials  were  enforcing  the  regulations  adopted  to 
implement  the  poultry  plant  sanitation  and  poultry  wholesomeness 
measures  enacted  by  the  Legislature  in  1955. 

Following  Mr.  Nelson's  testimony  the  chairman  of  the  committee  re- 
quested the  State  Department  of  Agriculture  to  look  into  the  case  and 
report  the  circumstances  to  the  committee.  A  copy  of  the  department's 
report  on  this  matter  appears  in  the  appendix  to  this  report  marked 
Exhibit  No.  7. 

The  next  witness  to  testify  was  Ralph  A.  Wagner,  operator  of  a 
poultry  ranch  and  hatchery  in  Jamul,  San  Diego  Count.y.  Mr.  Wagner 
in  his  brief  presentation  stated  that  the  poultry  business  had  proved  to 
him  to  be  a  profitable  one.  In  his  opinion  the  aggressive  poultrymen 
have  the  help  they  need  at  their  disposal  at  the  present  time  from  the 
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State  of  California  through  the  Agricultural  Extension  Service.  Mr. 
Wagner  inferred  that  with  the  availability  of  this  type  of  help,  state 
or  government  subsidies  or  marketing  orders  of  any  kind  are  not  war- 
ranted. 

No  attempt  is  made  here  to  comment  on  the  remarks  by  the  last  two 
witnesses  called  to  appear  before  the  committee  at  the  San  Diego  meet- 
ing as  their  remarks  were  held  not  to  be  germane  to  the  subject  matter 
of  Assembly  Concurrent  Resolution  No.  59. 


COMMITTEE  MEETING  NOVEMBER   19,   1957, 
PARAMOUNT 

The  seventh  and  final  meeting  of  the  series  of  seven  meetings  of  the 
committee  on  the  snbject  matter  of  Assembly  Concurrent  Resolution 
No.  59  was  held  on  November  19,  1957,  in  Paramount,  Los  Angeles 
County. 

Following  his  opening  remarks,  Senator  Paul  L.  Byrne,  Chairman  of 
the  Joint  Interim  Committee  on  Agricultural  and  Livestock  Problems, 
read  into  the  record  an  analysis  of  House  Resolution  No.  9380  prepared 
by  the  Office  of  the  Legislative  Counsel.  This  document  has  been  pre- 
viously referred  to  and  appears  in  the  appendix  to  the  report  marked 
Exhibit  No.  8. 

The  first  witness  called  was  Mrs.  R.  Q.  Thomas,  operator  of  a  3,500- 
layer  poultry  ranch  in  Orange  County.  Mrs.  Thomas  presented  a  state- 
ment in  behalf  of  the  Orange  County  Poultry  and  Egg  Producers 
Association.  In  her  presentation  Mrs.  Thomas  made  the  following 
recommendations : 

1.  *  *  *  We  feel  that  voluntary  controls  will  not  work,  We,  there- 
fore, believe  that  the  best  plan  so  far  introduced  is  that  offered  by 
the  U.  S.  Poultry  and  Egg  Producers  Association.  It  is  now  known 
as  H.  R.  9380.  *  *  *  We,  therefore,  respectfully  request  that  this 
committee  recommend  to  the  State  Legislature  that  they  memo- 
rialize Congress  to  enact  this  bill. 

2.  We  urge  that  the  Legislature  make  it  mandatory  that  both  poultry 
and  eggs  produced  in  California  be  marked  Produced  in  Cali- 
fornia. 

3.  That  it  be  termed  illegal  to  blend  out-of-state  eggs  with  local  eggs 
and  that  poultry  may  not  be  repackaged  and  sold  as  a  local 
product. 

4.  A  checkoff  of  some  nature  to  promote  the  sale  of  eggs  inight  be 
acceptable  provided  it  was  used  to  promote  California  eggs.  Any 
checkoff  that  would  not  be  confined  to  this  will  be  opposed.  Fur- 
thermore, it  is  our  belief  that  since  this  is  a  national  problem,  egg 
promotion  should  be  on  a  national  scale.  Again,  we  feel  that  the 
egg  industry  should  take  warning  from  the  results  in  the  fryer 
industry.  That  industry  has  had  a  terrific  advertising  campaign  on 
for  some  time.  It  has  sold  fryers.  Production  has  increased  and 
increased.  Prices  have  gone  down  and  down.  Egg  promotion  could 
follow  the  same  pattern  unless  accompanied  by  a  control  law 
which  would  keep  production  more  in  line  with  consumption. 
Promotion  without  adequate  controls  will  only  lead  to  over-pro- 
duction, low  prices  to  producers,  and  make  integration  easier. 
Promotion  with  controls  will  allow  for  an  orderly  expansion 
accompanied  by  reasonable  prices  to  producers. 
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5.  That  the  Joint  Interim  Committee  on  Agricultural  and  Livestock 
Problems  use  whatever  means  they  may  have  to  get  the  3  percent 
excise  tax  on  freight  rates  repealed. 

6.  That  further  study  of  credit  costs  and  discounts  credit  be  made, 
particularly  in  that  area  in  which  it  may  be  tied  in  with  integra- 
tion. 

7.  That  sufficient  funds  be  allocated  to  the  State  Department  of 
Agriculture  so  that  it  may  be  a  more  effective  agency. 

8.  We  believe  that  one  of  the  areas  most  needing  study  is  the  Los 
Angeles  market.  A  study  was  made  by  the  USDA  and  published 
in  April  of  1957.  We  feel  that  his  study  was  not  as  thorough  as  it 
should  have  been.  Dr.  J.  C.  Huttar,  GhF  executive,  made  an  8,000- 
mile  tour  of  egg  producing  areas  and  came  up  with  the  same 
answers  as  found  in  the  USDA  study,  only  he  was  more  specific. 
It  is  a  common  belief  among  poultrymen  that  the  market  is  in  the 
hands  of  one  or  two  large  egg  buyers  and  chain  stores.  The  USDA 
report  implies  that  this  may  be  so  and  Dr.  J.  C.  Huttar  definitely 
asserts  it.  Since  these  are  problems  that  need  immediate  attention 
a  Special  Session  of  the  State  Legislature  is  recommended. 

9.  The  Subcommittee  No.  6  of  the  Select  Committee  on  Small  Busi- 
ness of  the  House  of  Representatives  has  held  hearings  in  a 
number  of  the  large  poultry  producing  areas.  California  was  not 
included  in  this  study.  We  therefore  request  that  information 
gathered  by  the  Joint  Interim  Committee  on  Agricultural  and 
Livestock  Problems  in  these  hearings  be  made  available  to  them, 
also  any  further  studies  that  may  be  made.  We  feel  it  is  vital  to 
the  poultry  industry,  particularly  as  there  may  be  evidence  found 
in  further  studies  that  violations  of  the  Antitrust  or  Fair  Prac- 
tices Statutes  in  the  integration  picture  and  also  in  the  Los 
Angeles  market  exist. 

In  response  to  a  question  from  Assemblyman  McCollister,  Mrs. 
Thomas  indicated  that,  in  her  opinion,  her  association  would  support 
legislation  to  create  a  Poultry  Promotion  Council  on  behalf  of  Cali- 
fornia poultry  and  eggs. 

Mrs.  W.  0.  Harrison  was  the  next  witness  called.  Mrs.  Harrison  with 
her  husband  operate  an  egg  producing  ranch  in  Santa  Ana.  Mrs.  Har- 
rison did  not  have  a  prepared  statement,  however,  she  did  say  that  she 
concurred  with  the  recommendations  made  by  Mrs.  Thomas. 

The  third  Avitness  called  was  Mrs.  Eva  Weiner  who  had  previously 
testified  at  the  committee  meeting  held  in  San  Diego.  Mrs.  Weiner 
stated  that  her  presentation  at  this  meeting  was  in  behalf  of  a  turkey 
grower  in  Riverside  County.  In  her  statement  Mrs.  Weiner  made  no 
specific  recommendation.  However,  she  did  express  the  opinion  that 
overproduction  of  both  turkey  and  hatching  eggs  is  mainly  to  blame 
for  the  plight  of  the  turkey  industry.  In  Mrs.  Weiner 's  opinion  un- 
limited financing  by  feed  companies  is  the  main  factor  in  the  current 
overproduction. 

Mr.  E.  B.  Griifin,  of  the  Bell  Grain  and  Milling  Company  of  Pomona, 
was  the  next  witness  called.  Mr.  Griffin  had  no  specific  recommendations 
to  make  to  the  committee.  However,  he  stated  that  he  had  been  asked  to 
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come  to  the  meeting  to  "substantiate"  the  fact  the  egg  industry  was, 
for  all  practical  purposes,  completely  integrated  in  California. 

The  next  witness  called  was  Mr.  Walter  C.  Sehultz.  a  poultry  pro- 
cessor from  Wilmington,  California.  Mr.  Schultz  commented  generally 
on  the  effect  on  the  California  poultry  industry  of  poultry  in-ship- 
ments.  He  stated  that  to  stay  in  business  he  had  to  go  into  the  handling 
of  out-of-state  poultry.  Mr.  Schultz  also  indicated  that,  in  his  opinion, 
the  marketing  agencies  do  use  poultry  products  as  loss-leaders.  Mr. 
Schultz  further  indicated,  in  response  to  a  question  from  one  of  the 
committee  members,  that  he  was  marketing  out-of-state  poultry  without 
telling  the  consuming  public  that  the  poultry  was  from  out-of-state.  Mr. 
Schultz  also  stated  that,  in  his  opinion,  as  far  as  quality  is  concerned, 
quality  in  California  is  somewhat  lower. 

Mr.  Morris  Molotnik,  operator  of  an  8,000  laying  hen  poultry  ranch 
in  the  San  Fernando  Valley,  was  the  next  witness  called.  Mr.  Molotnik 
stated  that  he  was  appearing  in  behalf  of  approximately  30  San 
Fernando  Valley  poultry  farmers. 

In  his  presentation  Mr.  Molotnik  is  quoted  as  saying  that  the  prob- 
lem of  over-production  in  the  poultry  industry  is  national  in  scope  and 
can  be  tackled  only  on  a  national  level.  He  further  urged  the  committee 
to  recommend  that  the  State  Legislature  memorialize  Congress  to  vote 
favorably  on  H.  R.  9380.  Mr.  Molotnik  also  expressed  the  opinion  that 
taking  over  of  poultry  production  in  California  by  integrated  interests 
can  be  counteracted  by  promoting  the  formation  of  farmer  controlled 
co-operatives  for  the  buying  of  feed  and  the  marketing  of  eggs.  Mr. 
Molotnik  is  also  quoted  as  saying,  ' '  The  State  of  California,  through  its 
Department  of  Agriculture,  its  College  of  Agriculture  and  County 
Farm  Advisor  system,  could  do  much  more  in  this  direction.  We  recom- 
mend that  the  committee  take  action  on  this  point."  Mr.  Molotnik,  in 
his  concluding  remarks  also  asked  the  committee  to  make  a  thorough 
investigation  of  the  "manipulation"  of  egg  prices  in  the  Los  Angeles 
market. 

Mr.  Walter  Shroyer,  operator  of  a  poultry  ranch  in  Santa  Monica 
and  Director  of  the  California  State  Poultry  Institute,  was  the  next 
witness  called.  Mr.  Shroyer  made  several  allegations  relative  to  en- 
forcement of  poultry  regulations  and  also  asked  the  committee  to  take 
a  look  at  the  functioning  of  the  Bureau  of  Poultry  Meat  Inspection.  In 
addition  Mr.  Shroj^er  recommended  that  poultry  be  labeled  showing 
point  of  origin.  In  response  to  a  question  from  Assemblyman  McCol- 
lister  Mr.  Shroyer  indicated  that  the  outlook  of  the  California  State 
Poultry  Institute  is  really  that  of  the  processor  rather  than  the  pro- 
ducer. 

Mr.  Lorry  Sherman  of  Sherman  Brothers  Poultry  Producers  of  Los 
Angeles  was  the  next  witness  called.  Mr.  Sherman  indicated  that  his 
company  processes  a  caponette  frj^er  and  roaster  which  is  not  generally 
used  throughout  Southern  California  because  of  its  high  price.  Mr. 
Sherman  also  mentioned  that  since  the  1955  poultry  legislation  was 
enacted,  his  business  has  increased  tremendously  rather  than  decreased, 
and  that  his  operation  has  been  highly  successful  through  the  efforts 
of  the  Bureau  of  Poultry  Meat  Inspection  which  Bureau,  in  Mr. 
Sherman 's  opinion,  has  been  most  co-operative  and  helpful.  In  response 
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to  a  question  from  Mr.  McCollister,  Mr.  Sherman  indicated  that  he 
would  like  to  see  ''California  Grown"  promoted. 

The  next  witness  called  was  Mr.  Walter  Simcich,  Research  Con- 
sultant for  the  California  Farm  Research  and  Legislative  Committee. 
Mr.  Simcich  had  previously  testified  at  the  meeting  held  in  Salinas  on 
October  22,  1959.  Mr.  Simcich  provided  the  committee  with  a  photo- 
static cop3^  of  a  chart  of  Los  Angeles  egg  prices  for  the  years  1954 
tlirough  October  1957,  showing  the  prices  which  prevailed  in  the  New 
York  market  for  the  same  period.  According  to  Mr.  Simcich  the  quo- 
tations indicated  on  the  chart  were  weekly,  Friday  quotations  of  large 
grade  A  eggs.  Mr.  Simcich  also  recommended  that  action  be  taken  by 
the  committee  to  bring  about  some  reform  in  the  present  pricing  for- 
mula being  followed  in  the  Los  Angeles  egg  market.  In  his  closing 
statement  he  pointed  out  the  State  Grange  at  their  1957  annual  con- 
vention endorsed  H.  R.  9380. 

Mr.  J.  W.  Batcheller,  owner  of  a  24,000  laying  hen  poultry  ranch 
in  Ghino,  was  the  next  witness  called.  Mr.  Batcheller  stated  that  he 
was  appearing  in  behalf  of  the  Council  of  Poultry  Co-operatives,  which 
organization  is  composed  of  16  egg  bargaining  associations,  all  incor- 
porated under  the  California  Agriculture  Code  as  farmer  non-profit 
egg  sales  co-operatives  operating  as  bargaining  associations  for  the 
eggs  of  their  members.  In  his  presentation  Mr.  Batcheller  made  the 
following  recommendations : 

1.  We  insist  that  this  law  (California  Egg  Standards  Law)  must  be 
maintained  in  principle  as  it  is,  with  adequate  enforcement  to 
protect  the  large  number  of  consumers  with  high  buying  power 
which  we  have  in  California. 

2.  A  state  certification  service  (test  grading)  is  needed  as  the  basis 
for  sale  by  local  poultrymen  to  egg  dealers.  Apparently  the 
Council  of  Poultry  Co-operatives  feel  that  the  federal  egg  grading 
service,  while  it  has  its  place,  is  not  adapted  for  eggs  produced  in 
California  going  to  consumers  in  California.  Specifically,  the 
council  requested  that  the  Department  of  Agriculture  make  avail- 
able on  a  schedule  of  fees,  to  make  it  self-supporting,  a  certification 
service  for  California  eggs  based  on  California  egg  standards  or, 
if  necessary,  legislation  be  passed  to  make  such  service  available. 
In  response  to  a  question  from  Mr.  McCollister,  Mr.  Kuhrt,  Chief, 
Division  of  Marketing,  State  Department  of  Agriculture,  indicated 
that  the  above  recommended  state  certification  program  for  Cali- 
fornia eggs  could  be  accomplished  if  the  demand  develops  without 
any  new  legislation  or  new  act  by  the  Legislature.  Mr.  Kuhrt 
further  indicated  that  he  had  already  invited  Mr.  Batcheller  to 
forward  such  a  request  to  the  Department  of  Agriculture. 

3.  We  heartily  approve  of  the  self-help  industry  programs  available 
to  any  group  of  producers  of  any  agricultural  product  in  Cali- 
fornia as  set  forth  in  Division  6,  Chapter  10,  of  the  Agricultural 
Code  of  California. 

4.  AVe  solicit  your  assistance  in  obtaining  accurate  and  full  data  on 
the  movement  of  different  sizes  and  grades  of  eggs  in  the  Los 
Angeles  market.  In  addition  Mr.  Batcheller  stated  that  he  hoped 
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the  committee  would  help  the  council  to  find  a  method  of  pricing 
surplus  lots  of  eggs  in  the  Los  Angeles  market  that  will  not 
drag  down  the  whole  Los  Angeles  market  structure. 

5.  Mr.  Batcheller  also  asked  the  committee  to  assist  the  Council  of 
Poultry  Co-operatives  in  finding  some  way  to  prevent  outside 
financing  from  interfering  with  the  laws  of  supply  and  demand 
in  the  egg  industry  and  indicated  that  the  council  would  support 
a  program  to  regulate  the  financing  of  poultry  producers.  In 
commenting  on  Mr.  McCollister's  proposal  to  place  a  tax  on  feed 
to  support  a  Poultry  Promotion  Council,  Mr.  Batcheller  stated 
that  he  did  not  believe  in  taxing  one  product  to  alleviate  a  prob- 
lem in  another  product,  and  that  in  all  probability  the  council 
would  be  opposed  to  a  tax  on  chicken  feed. 

In  response  to  an  inquiry  regarding  the  promotion  of  a  California 
brand  egg  Mr.  Batcheller  said  he  would  very  much  like  to  brand  certain 
quality  eggs  that  he  produced,  but  he  would  be  opposed  to  "loosely 
branding"  all  California  eggs  produced,  as  California  eggs. 

Mr.  Batcheller  aLso  pointed  out  that  his  organization  is  in  the 
process  of  discussing  marketing  orders  with  poultrymen  and  the  Egg 
Council  does  have  a  proposed  marketing  order  for  discussion  and  con- 
sideration by  poultrymen.  This  marketing  order  would  apply  only  to 
Southern  California  and  would  have  a  surplus  removal  clause. 

The  next  witness  called  was  Mr.  George  Marsh,  a  commercial  egg 
producer  from  Bellfiower,  California.  Mr.  Marsh,  in  his  testimony, 
stated  that  he  wished  to  be  identified  also  as  a  member  of  the  Poultry- 
men's  Co-operative  Association  of  Southern  California  and  its  Board 
of  Directors.  He  pointed  out  that  his  fellow  directors  on  the  Board  of 
the  Poultrymen 's  Co-operative  Association  (1,900  members),  on  many 
occasions  indicated  the  desire  to  continue  to  operate  their  poultry 
ranches  free  from  any  governmental  support  or  subsidy. 

Regarding  marketing  orders,  Mr.  Marsh  is  quoted  as  stating,  "As 
a  commercial  egg  producer  I  would  like  to  voice  my  objection  to  any 
such  program.  It  is  my  opinion  that  the  law  of  supply  and  demand 
should  continue  to  determine  the  economic  welfare  of  the  California 
poultrymen." 

The  next  witness  called  was  Mr.  Lewis  McKesson,  a  poultryman 
and  egg  producer  from  Pomona,  California.  Mr.  McKesson  stated  that 
he  was  appearing  today  in  an  official  capacity  on  behalf  of  the  Los 
Angeles  County  Farm  Bureau  Poultry  Department,  representing  in 
the  neighborhood  of  1,000  poultry  producers  in  Los  Angeles  County. 

In  commenting  on  the  use  of  marketing  orders  in  solving  specific 
problems,  Mr.  McKesson  stated  that  it  was  the  policy  of  the  Farm 
Bureau  to  insist  that  any  marketing  order  applicable  to  the  poultry 
industry  be  set  up  in  strict  conformity  with  existing  California  laws 
pertaining  to  marketing  orders.  In  this  connection,  Mr.  McKesson  is 
quoted  as  stating :  ' '  We  are  opposed  to  production  controls  for  poultry 
and  eggs  in  any  form. ' ' 

In  commenting  on  the  suggestion  that  a  special  Industry  Advisory 
Committee  to  the  State  Director  of  Agriculture  be  appointed,  Mr.  Mc- 
Kesson pointed  out  the  possible  danger  in  the  breaking  up  of  agri- 
cultural interests  into  commodity  group  action  without  consideration 
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of  the  effects  of  such  action  upon  the  rest  of  agriculture  and  the  econ- 
omy in  general.  Mr.  McKesson  further  pointed  out  that  it  is  the  opinion 
of  the  Farm  Bureau  that  these  factors  can  best  be  reflected  at  the 
advisory  level  by  consultation  with  the  various  farm  organizations  as 
at  present. 

Mr.  McKesson  made  the  following  two  specific  recommendations 
relative  to  importation  of  poultry  and  eggs  into  the  State : 

1.  In  order  that  tliere  shall  be  no  discriminatory  burden  added  to 
the  cost  of  production  within  California,  we  urge  that  in  matters 
involving  interstate  commerce  and  trade,  every  effort  shall  be 
made  to  insure  absolute  uniformity  in  the  enforcement  of  existing 
state  and  federal  laws. 

2.  We  specifically  request  this  joint  legislative  committee  to  cause  an 
investigation  into  the  possibilitj^  that  artificial  forces  are  presently 
defeating  the  normal  process  by  which  the  law  of  supply  and 
demand  should  be  determining  the  quoted  market  prices  of  the 
Los  Angeles  egg  market. 

In  commenting  on  the  financing  aspects  of  the  poultry  industry,  Mr. 
McKesson  is  quoted  as  follows :  ' '  We  believe  that  there  comes  a  point  in 
free  enterprise  where,  under  the  obvious  competitive  advantage  of  cen- 
tralized management  and  unlimited  capital,  irresponsible  expansion 
into  all  phases  of  an  ijidustry  can  become  prejudicial  to  the  rights  of 
individuals  and  the  best  interests  of  the  general  economy.  When  an 
enterprise  becomes  so  powerful  and  so  greedy  as  to  jeopardize  an  in- 
dustry and  deprive  other  individuals  of  their  chosen  means  of  liveli- 
hood, it  becomes  in  effect  a  monopoly,  and  should  be  curbed  by  existing 
legal  means  in  the  manner  prescribed  for  any  monopoly  which  is  found 
to  be  contrary  to  the  public  interest. ' ' 

Mr.  McKesson  in  his  closing  remarks  recommended  to  the  committee 
the  establishment  of  a  state  egg  grading  service  to  be  on  a  fee  basis  to 
enable  producers  and  distributors  to  determine  by  State  of  California 
egg  standards  the  grade  of  eggs  they  sell  or  handle. 

Mr.  Walter  Zentler,  poultryman  and  chairman  of  the  Poultry  De- 
partment of  the  California  Farm  Bureau  Federation,  was  the  next 
witness  called.  In  his  opening  remarks  ]Mr.  Zentler  stated  that  the  testi- 
mony he  was  offering  was  based  on  action  taken  and  policies  adopted  at 
the  annual  meeting  of  the  C-alifornia  Farm  Bureau  Federation  held  in 
Fresno  on  November  10  through  14,  1957,  and  on  action  taken  and  poli- 
cies adopted  at  previous  meetings  of  the  California  Farm  Bureau  Fed- 
eration. 

In  commenting  on  a  proposal  to  make  labeling  of  the  state  of  origin 
of  poultry  mandatory,  Mr.  Zentler  stated  that  the  California  Farm  Bu- 
reau Federation  and  its  Poultry  Department  feels  that  the  restriction 
of  trade  by  use  of  discriminatory  laws  between  states  of  the  Union 
is  a  shortsighted  policy  when  such  restrictions  are  designed  to  deny  a 
market  or  to  impose  excessive  penalties  in  the  free  movement  of  agri- 
cultural products.  Mr.  Zentler  is  further  quoted  as  stating:  "We  believe 
that  producers  of  agricultural  commodities  have  the  full  riglit  to  label 
and  promote  their  products  in  any  manner  not  inconsistent  with  legal 
and  accepted  trade  practices.  We  do,  however,  oppose  compulsory  label- 
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ing  designed  to  show  place  of  origin  when  such  labeling  is  imposed  by 
law  to  create  a  trade  advantage  or  to  set  up  a  trade  barrier." 

]\Ir.  Zentler  further  pointed  out  that  the  poultry  industry  has  his- 
torically been  opposed  to  government  subsidy  controls  and  price  sup- 
port programs  in  the  belief  that  they  could  best  make  the  necessarj'- 
adjustment  without  government  intervention.  This  belief,  according  to 
Mr.  Zentler,  was  reaffirmed  at  the  1957  annual  convention  of  the  Cali- 
fornia Farm  Bureau  Federation. 

In  commenting  on  the  feasibilitj'  of  an  advisory  committee  to  the 
State  Director  of  the  Department  of  Agriculture  on  poultry  problems, 
Mr.  Zentler  stated  that  the  Farm  Bureau  is  of  the  opinion  that  such  a 
committee  is  not  necessary  at  this  time  and  could  serve  no  useful  pur- 
pose. 

In  commenting  on  a  marketing  order  for  poultry  and  eggs  produced 
in  California,  the  observation  was  made  that  no  new  legislation  is  re- 
quired and  that  the  Farm  Bureau  would  oppose  the  inclusion  of  any- 
thing in  an  order  that  Avould  threaten  to  destroy  our  free  enterprise 
system,  such  as  production  controls.  Mr.  Zentler  is  further  quoted  as 
stating  that:  "We  would  urge  and  vigorously  support  any  voluntary 
industrywide  self-help  program  that  the  industry  would  elect  to  fol- 
low." 

Regarding  excessive  financing  and  vertical  integration  in  the  poultry 
industry,  Mr.  Zentler  stated  that  the  California  Farm  Bureau  Federa- 
tion has  requested  the  American  Farm  Bureau  Federation  to  conduct 
studies  in  these  fields  in  order  that  the  Farm  Bureau  might  better  de- 
termine future  policies. 

In  summation  Mr.  Zentler  stated  the  California  Farm  Bureau  Fed- 
eration did  not  believe  that  any  of  the  problems  within  the  poultry  in- 
dustry can  be  solved  through  the  channels  of  legislation  but  that  the 
industry  can  and  will  make  the  adjustments  necessary  through  the  use 
of  voluntar}^  self-help  programs,  more  efficient  use  of  advanced  techno- 
logical information  and  procedures. 

Mr.  Carl  B.  Nail,  Executive  Secretary  of  the  Pacific  Dairy  and 
Poultry  Association,  was  the  next  witness  called.  Mr.  Nail  indicated 
that  this  association  favors  regulations  which  will  promote  a  more 
acceptable  product  and  which  are  applied  uniformly  to  all  who  are 
engaged  in  the  poultry  industry.  Mr.  Nail  further  indicated  that  his 
association  has  found  the  activities  of  the  present  Poultry  Inspection 
Service  to  be  acceptable  and  favors  the  continuation  of  the  sanitation 
and  wholesomeness  inspection  law,  properly  administered.  Mr.  Nail 
urged  that  the  committee  not  attempt  to  formulate  regulations  which 
will  set  up  trade  barriers  or  offer  support  to  any  regulation  that 
would  tend  to  serve  as  a  fixed  support  program  to  the  poultry  industry. 

In  his  closing  remarks  Mr.  Nail  urged  the  committee  to  refrain  from 
proposals  which  might  result  in  undue  controls  or  subsidization  of 
the  poultry  industry. 

The  last  witness  called  was  Mr.  Sam  Dubin.  Mr.  Dubin  is  associated 
with  the  Temple  Poultry  Company.  He  indicated  that  he  was  repre- 
senting the  poultry  dealers  of  Southern  California.  Mr.  Dubin  pointed 
out  that  he  had  attempted  many  times  to  process  California  fryers 
with  the  hope  that  when  they  were  brought  t^  .he  trade  they  would 
get  a  little  better  price  with  his  label  showing  that  the  product  was 
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processed  in  Pasadena.  However,  Mr.  Dubin  stated  that  this  was  a 
complete  failure.  Apparently,  in  Mr.  Dubin 's  opinion,  the  consuming 
public  prefers  the  out-of-state  bird  as  it  is  a  quality  product. 

In  commenting  on  the  "California-grown"  product,  Mr.  Dubin 
stated  that  he  would  be  very  much  in  favor  of  legislation  to  permit 
such  a  labeling  procedure  to  be  followed  as  he  feels  that  if  properly 
promoted,  demand  for  a  California  product  can  be  created. 

Mr.  Dubin  also  stated  that  the  did  not  agree  with  many  of  the 
allegations  made  relative  to  the  Bureau  of  Poultry  Meat  Inspection 
and,  as  a  matter  of  fact,  in  his  dealings  with  them  he  had  found 
the  bureau  to  be  most  co-operative. 


COMMITTEE  ACTION 

The  committee  after  reviewing  the  testimony  makes  no  recommenda- 
tion for  legislation.  The  majority  of  the  members  of  the  committee 
are  of  the  opinion  that  the  problems,  as  many  of  the  witnesses  so 
testified,  are  national  in  scope  and  should  be  approached  at  the  na- 
tional level. 

It  should  be  pointed  out,  however,  that  at  the  current  session  of 
the  Legislature  a  total  of  some  19  bills  and  resolutions  relating  to 
poultry   and   poultry   products   were   introduced. 

Several  of  the  measures  introduced  embodied  suggestions  made  at 
the  series  of  meetings  of  the  Joint  Interim  Committee  on  Agricultural 
and  Livestock  Problems. 

Assembly  Bill  No.  34,  by  Assemblyman  McCollister  (marked  Exhibit 
No.  9  in  the  appendix),  continues  the  inspection  exemption  for  New 
York  dressed  fowl  until  November  1,  1963.  This  measure  was  approved 
by  the  Governor  on  April  18,  1959. 

Assembly  Bill  No.  65,  also  by  Assemblyman  McCollister  (marked 
Exhibit  No.  10  in  the  appendix),  as  introduced  on  January  7th,  rep- 
resented an  attempt  to  revive  the  Poultry  Promotion  Program  author- 
ized by  the  California  Poultry  Promotion  Council  Law  of  1958.  This 
measure  died  in  committee. 

Assembly  Bill  No.  66,  by  Assemblyman  McCollister  (marked  Ex- 
hibit No.  11  in  the  appendix),  provides  that  all  chicken  poultry  meat 
and  packages  of  such  meat  offered  for  retail  sale  in  California  as 
a  fresh  product  shall  be  tagged,  marked,  or  otherwise  labeled  to  indi- 
cate the  name  of  the  state  in  which  the  chicken  poultry  was  grown 
or  raised.  It  further  provides  that  such  marking,  tag,  or  label  shall 
also  state  the  name  of  the  preservative  drug  or  drugs,  if  any,  to  which 
the  product  has  been  subjected.  This  measure  was  refused  passage 
by  the  Assembly. 

Assembly  Bill  No.  1555  by  Assembljmian  McCollister  (marked  Ex- 
hibit No.  12  in  the  appendix)  provides  that  no  eggs,  or  containers  of 
eggs,  shall  be  sold  at  retail  in  this  State  as  a  fresh  product  of  this 
State,  whether  or  not  such  eggs  are  processed  or  packed  in  this  State, 
unless  the  eggs  and  all  eggs  in  the  containers  have  actually  been  grown 
and  raised  in  California.  This  measure  was  approved  by  the  Governor 
on  June  8,  1959. 

Assembly  Bill  No.  2076  by  Assemblyman  Winton  (marked  Exhibit 
No.  13  in  the  appendix)  authorizes  the  Director  of  Agriculture  to 
establish  official  California  State  poultry  quality  grades.  This  measure 
was  referred  by  the  Senate  Agricultural  Committee  to  the  Kules  Com- 
mittee for  assignment  to  an  appropriate  interim  committee  for  study. 

Assembly  Bill  No.  2077  by  Assemblyman  Winton  (marked  Exhibit 
No.  14  in  the  appendix)  makes  it  unlawful  for  any  retail  concern  to 
sell,  offer  to  sell,  or  to  advertise  for  sale  either  directly,  or  by,  through, 
or  by  means  of  affiliation  with  another  concern,  any  grade  of  poultry 
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or  poultry  meat  at  less  than  the  cost  of  such  poultry  or  poultry  meat 
to  the  retail  concern  plus  a  reasonable  retail  markup.  This  measure 
was  refused  passage  by  the  Assembly. 

Assembly  Bill  No.  2813  by  Assemblyman  Garrigus  (marked  Exhibit 
No.  15  in  the  appendix)  makes  it  unlawful  to  offer  for  sale  or  sell 
poultry  meat  which  contains  added  moisture  in  excess  of  4  percent 
by  weight,  or  in  excess  of  any  greater  amount  that  may  be  established 
by  regulations  of  the  director  as  necessary  in  good  commercial  proces- 
sing techniques  consistent  with  protection  of  the  interests  of  the  con- 
suming public.  On  June  15th  this  measure  was  given  a  "do  pass" 
recommendation  by  the  Senate  Committee  on  Agriculture  and  ordered 
to  the  consent  calendar. 

Senate  Bill  No.  1245  by  Senator  Donnelly  (marked  Exhibit  No.  16  in 
the  appendix)  relating  to  egg  standards,  was  approved  by  the  Legis- 
lature and  transmitted  to  the  Office  of  the  Governor  on  June  12,  1959. 

Senate  Bill  No.  1390  by  Senator  Rattigan  (marked  Exhibit  No.  17  in 
the  appendix)  provides  that  the  presence  of  a  California  name  or 
address,  or  the  word  "California"  on  the  label  of  any  eggs  shall  con- 
stitute a  representation  that  such  eggs  were  produced  in  California, 
unless  such  label  is  plainly  and  conspicuously  marked  to  indicate  other- 
wise. This  measure  was  referred  to  the  Senate  Rules  Committee  for 
assignment  to  an  appropriate  interim  committee  for  study. 

Senate  Bill  No.  1391  also  by  Senator  Rattigan  (marked  Exhibit  No. 
18  in  the  appendix)  provides  that  the  presence  of  a  California  name  or 
address,  or  the  word  "California"  on  chicken  poultry  meat  or  pack- 
ages of  such  meat  shall  constitute  a  representation  that  such  meat  is 
from  California-grown  or  raised  chicken  poultry,  unless  such  chicken 
poultry  meat  or  package  thereof  is  plainly  and  conspicuously  marked 
to  indicate  otherwise.  This  measure  was  also  referred  to  the  Senate 
Rules  Committee  for  assignment  to  an  appropriate  interim  committee 
for  study. 

Assembly  Joint  Resolution  No.  12  (marked  Exhibit  No.  19  in  the 
appendix)  was  filed  with  the  Secretary  of  State  on  March  19,  1959.  It 
memorializes  the  Congress  of  the  United  States  to  enact  a  National 
Food  Allotment  Stamp  Plan. 

Assembly  Concurrent  Resolution  No.  60  (marked  Exhibit  No.  20  in 
the  appendix)  as  amended  in  the  Senate  on  June  9,  1959,  requests  an 
appropriate  Assembly  Committee  to  study  the  problem  of  vertical  in- 
tegration or  contract  farming  of  the  agricultural  industries  of  the 
State  of  California.  The  measure  was  ordered  to  enrollment  on  June  15, 
1959. 
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EXHEBIT    1 

Assembly  Concurrent  Resolution  No.  59 

CHAPTER  155 

Assemhly  Concurrent  Resolution  No.  59 — Relative  to  a  legislative  in- 
vestigation of  the  prohlcms  of  poultry  producers  in  California. 
[Filed  with  Secretary  of  State,  April  10,  1957.] 

Whereas,  A  long  period  of  depressed  prices  has  created  serious  prob- 
lems for  the  poultry  producers  in  this  State ;  and 

Whereas,  If  this  condition  continues,  many  family  farmers  will  be 
forced  to  discontinue  poultry  production ;  and 

Whereas,  The  economic  welfare  of  poultry  producers  in  this  State 
and  their  ability  to  operate  is  seriously  jeopardized  by  the  shipment 
into  this  State  of  poultry  from  areas  that  do  not  employ  union  labor 
in  the  production  or  processing  of  poultry  for  marketing  and  areas  with 
much  lower  health  and  inspection  standards  than  are  required  of  poul- 
try producers  in  California ;  and 

Whereas,  The  Members  of  this  Legislature  should  be  fully  informed 
regarding  these  problems  in  order  to  enact  necessary  legislation  to  pre- 
serve the  poultry  production  industry  in  this  State ;  now,  therefore, 
be  it 

Resolved  hy  the  AssemMy  of  the  State  of  California,  the  Senate 
thereof  concurring ,  That  the  Joint  Interim  Committee  on  Agriculture 
and  Livestock  Problems  is  requested  to  study  the  subject  matter  of  the 
recitals  of  this  resolution  and  particularly  depressed  prices  in  the  poul- 
try industry  and  the  causes  thereof,  to  hold  hearings  in  the  poultry- 
producing  areas  of  the  State,  and  to  report  thereon  to  the  Legislature, 
including  their  recommendations  as  to  needed  legislation;  and  be  it 
further 

Resolved,  That  the  Chief  Clerk  of  the  Assembly  is  directed  to  trans- 
mit copies  of  this  resolution  to  the  chairman  and  to  the  members  of  said 
committee  and  to  the  Director  of  the  State  Department  of  Agriculture. 
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EXHIBIT   2 

Gianniiii  Foundation  of  Agricultural  Economics 
Agricullunil  Experiment  Station 
University  of  California 

RESEARCH   ON   THE  COMMERCIAL  POULTRY  INDUSTRY  OF   CALIFORNIA  ^ 

Sidney  Hoos  ^ 

As  a  represenative  of  the  Giannini  Foundation  of  Agricultural  Eco- 
nomics and  the  Department  of  Agricultural  Economics,  College  of 
x\griculture,  and  the  Agricultural  Experiment  Station,  University  of 
California,  I  am  pleased  to  be  able  to  meet  you  today.  Mr.  Paul  K. 
Huff,  your  executive  secretary,  indicated  that  you  would  be  interested 
in  "the  direction  and  extent  of  studies  currently  in  progress  and  those 
planned  to  be  initiated  in  the  near  future  relative  to  problems  asso- 
ciated with  the  poultry  industry."  To  give  you  this  information,  I 
appreciate  the  opportunity  to  present  this  brief  statement  after  which 
you  may  have  particular  points  or  questions  for  discussion. 

As  we  understand  the  situation,  your  current  interest  relative  to 
problems  associated  with  the  poultry  industry  is  related  to  Assembly 
Joint  Resolution  No.  26  and  Assembly  Concurrent  Resolution  No.  59 
(California  Legislature — 1957  Regular  Session).  The  problems  also 
have  some  bearing  on  United  States  Senate  Resolution  98,  submitted 
to  the  United  States  Senate  by  Senator  W.  Kerr  Scott  of  North  Caro- 
lina on  February  19,  1957,  which  is  being  considered  by  he  United 
States  Senate  Committee  on  Forestry  and  Agriculture  to  which  Senator 
Scott's  resolution  was  referred.  It  is  not  my  purpose  to  discuss  either 
the  California  Legislature  resolutions  or  the  United  States  Senate  reso- 
lution ;  rather  I  shall  attempt  to  familiarize  you  with  the  work  we  are 
doing  on  poultry  marketing  which,  of  course,  is  related  to  the  resolu- 
tions. 

Although  we  are  currently  engaged  in  research  on  poultry  marketing, 
particularly  that  pertaining  to  the  broiler  industry,  such  research  activ- 
ities are  not  new  with  us.  For  a  long  time,  the  Agricultural  Economics 
group  in  the  California  Agricultural  Experiment  Station  has  been  con- 
cerned with  and  has  done  research  on  the  economics  and  marketing 
aspects  of  the  poultry  industry.  Of  particular  interest  are  several  of 
the  more  recent  reports  I  should  like  to  mention. 

The  financing  arrangements  between  feed  dealers  and  growers  were 
studied  and  reported  on  in  California  Agricultural  Experiment  Station 
Bulletin  No.  753,  Financing  Western  Broiler  Production.  The  produc- 
tion and  price  policies  of  broiler  chick  hatcheries  were  analyzed  and 
reported  on  in  California  Agricultural  Experiment  Station,  Giannini 
Foundation  Mimeographed  Report  No.  171,  Price  and  Production  Pol- 
icies of  California  Broiler  Chick  Hatcheries.  A  survey  of  the  broiler 
marketing  situation  in  the  San  Francisco  Bay  area  was  reported  in  Cali- 
fornia Agricultural  Experiment  Station,  Giannini  Foundation  Mimeo- 
graphed Report  No.  146,  Fryer  Marketing  in  the  East  San  Francisco 
Bay  Area,  California.  Aspects  of  the  retailing  of  poultry  products  were 
investigated  and  reported  on  in  California  Agricultural  Experiment 

*  A  statement  to  the  Joint  Legislative  Committee  on  Agricultural  and  Livestock  Prob- 
lems,  California  Legislature,   Sacramento,   September   6,   1957. 

2  Professor  of  Agricultural  Economics  and  Economist  in  the  Agricultural  Experiment 
Station  and  on  the  Giannini  Foundation,  University  of  California. 
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Station  Bulletin  No.  734,  Some  Economic  Aspects  in  Retailing  Chicken 
Meat.  All  of  these  studies  bear  upon  the  general  question  of  the  poultry 
industry  in  the  State.  These  studies  supplement  and  carry  on  work 
which  had  previously  been  done  in  the  economics  of  marketing  in  the 
poultry  industry.  Rather  than  take  the  time  to  note  and  describe  the 
earlier  studies  but  at  the  same  time  to  let  you  know  of  them,  I  have 
them  listed  on  a  separate  sheet  appended  to  this  statement. 

I  shall,  however,  outline  and  comment  upon  the  current  work  in  the 
economics  of  marketing  in  the  poultry  industry,  particularly  broilers, 
since  that  aspect  is  of  major  current  interest.  Hence,  I  shall  summarize 
our  present  activities  as  they  relate  to  the  broiler  production  and 
marketing  field. 

In  line  with  our  interest  in  research  on  contemporary  trends  in  and 
methods  of  integration  in  the  agricultural  production,  processing,  and 
distribution  industries,  we  have  initiated  and  are  now  undertaking  a 
study  of  such  developments  in  the  broiler  industry.  The  United  States 
Department  of  Agriculture  is  also  interested  in  research  work  in  this 
area,  and  arrangements  have  been  completed  so  that  the  work  is  being 
conducted  as  a  co-operative  project  with  the  United  States  Department 
of  Agriculture,  Agricultural  Marketing  Service,  Market  Organization 
and  Costs  Branch.  This  work  was  initiated  several  months  ago  and 
progress  can  be  reported.  The  current  work  is  being  done,  jointly  as  a 
team,  by  Dr.  Norman  R.  Collins  of  our  staff  and  Mr.  John  A.  Jamison 
of  the  Agricultural  Marketing  Service,  United  States  Department  of 
Agriculture.  I  am  indebted  to  them  for  much  of  the  information  on 
which  this  statement  is  based. 

The  initial  area  of  emphasis  in  the  current  study  is  the  organization 
and  operation  of  the  processing  segment  of  the  California  broiler  indus- 
try with  particular  reference  to  the  relationships  which  exist  between 
it  and  other  industry  groups.  To  give  you  a  more  specific  picture  of 
what  has  been  done  and  is  being  done  in  the  initial  phase  of  the  study, 
I  would  like  to  refer  briefly  to  some  schedules  which  have  been  used  in 
making  a  survey  of  processing  plants.  Copies  of  the  schedules  are 
attached  to  this  statement  for  your  convenience  and  information. 

You  will  note  that  there  are  three  schedules — A,  B,  and  C — -which 
refer  to  the  broiler  processor  studies.  The  first  one,  Schedule  A,  pro- 
vides information  on  the  location  of  the  processing  firm  and  its  plants, 
type  of  ownership,  type  of  plant,  functions  of  the  plants,  interfirm  and 
interplant  ownerships,  sources  of  receipts  of  live  birds,  volume  proc- 
essed, distribution  of  the  processed  products  to  various  outlets  (such  as 
wholesalers,  chain  stores,  independent  retailers,  hotels,  and  restau- 
rants), plant  capacities,  types  of  facilities  in  the  plants,  what  products 
other  than  poultry  are  handled  by  the  firm,  the  organizational  structure 
of  the  company,  functions  of  the  various  parts  of  the  management,  in- 
formation on  the  type  of  data  concerning  costs  and  revenues  available 
from  accounting  records,  policies  with  respect  to  procurement,  factors 
bearing  upon  relations  with  growers  or  farmers,  nature  of  the  specifi- 
cations in  the  contractual  arrangements,  relations  with  feed  dealers, 
market  factors  involved  in  making  sales  decisions,  processor  views  with 
respect  to  advantages  and  disadvantages  of  integration  with  suppliers 
as  well  as  processor  views  concerning  the  significant  problems  facing 
the  California  broiler  industry,  the  effects  of  the  increase  of  volume 
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of  inshipments,  and  ideas  as  to  what  might  be  done  toward  the  solution 
of  the  problems  within  the  broiler  industry. 

Schedules  B  and  C  obtain  further  information,  with  Schedule  B 
directed  toward  terms  of  purchasing  or  growing  contracts,  while 
Schedule  C  is  directed  toward  terms  of  sale.  Schedule  B  includes  items 
as  basis  of  payment,  time  of  payment,  quality  provisions,  credit  ex- 
tension, grower  responsibility,  placement  of  chicks,  supervision  by 
processor,  and  renewal  provisions — all  of  which  are  items  concerned 
with  the  terms  of  the  purchase  or  growing  contracts.  Schedule  C 
includes  the  items  as  specification  of  product  and  services,  basis  of 
payment,  method  and  time  of  payment,  price  determination,  and  re- 
newal provisions  of  contractual  arrangements — all  of  which  are  con- 
cerned with  terms  of  sale. 

The  study  now  in  progress  began  about  the  middle  of  April  of  this 
year.  First  was  developed  a  work  plan  or  project  statement  which 
sets  forth  the  major  objectives  of  the  study  and  specifies  a  series  of 
questions  for  which  information  would  be  sought  by  the  study.  The 
processing-  segment  of  the  broiler  industry  was  selected  as  an  initial 
phase  of  the  study.  When  this  phase  is  completed  and  with  the  infor- 
mation resulting  therefrom  at  hand,  present  thoughts  are  to  broaden 
the  scope  of  inquiry  and  consider  related  questions  and  problems 
directed  primarily  toward  the  grower  phase  of  the  industry  and  also 
retail  distribution  and  consumer  phases.  By  such  procedure  it  is  hoped 
that  the  several  phases  will  fit  together  to  provide  an  overall  picture. 

An  early  step  in  going  forward  with  the  current  phase  of  the  study, 
that  directed  to  the  processing  segment  of  the  broiler  industry,  included 
discussions  with  the  individuals  in  the  United  States  Department  of 
Agriculture's  Inspection  and  Grading  Service,  Market  News  Service, 
and  the  California  Bureau  of  Poultry  Inspection.  The  discussions  were 
held  to  gather  ideas  and  views  concerning  the  problems  of  the  processing 
industry  and  particularly  for  developing  a  basis  for  determining  a  list 
of  processors  for  the  schedule  noted  earlier. 

In  addition  to  providing  the  basic  factual  and  operating  information 
through  the  means  of  the  questionnaire  schedule,  the  thought  is  that 
there  also  would  be  provided  bases  for  sharpening  and  crystallizing 
the  nature  of  the  problems  currently  being  faced  and  likely  to  be  faced 
by  the  broiler  industry.  The  questionnaire  schedules  were  used  with 
some  25  of  the  largest  processors  accounting  for  about  70  percent  of 
the  state  volume.  Although  the  sample  is  not  judged  to  be  a  randomly 
distribution  one,  the  objective  was  to  include  representative  firms 
which  would  reflect  the  industry  situation  as  it  is  in  fact.  The  firms 
are  distributed  statewide,  including  the  San  Francisco  Bay  area,  Los 
Angeles  area,  and  the  Valley. 

Interviews  with  the  processors  for  the  completion  of  the  question- 
naire schedules  is  now  reaching  its  end  and  the  next  phase  will  include 
the  study  and  analysis  of  the  information  in  the  questionnaires  so  that 
significant  factors  bearing  upon  the  industry  can  be  developed.  The 
questions,  which  it  is  hoped  this  first  phase  of  the  study  will  throAv 
significant  light  on,  are  included  in  the  work  plan  to  which  I  made 
reference  earlier  and  a  copy  of  which  is  appended  to  this  statement. 
You  may  note  that  question  7  on  the  work  plan  reads :  "  To  what  extent 
has  the  increasing  tonnage  of  inshipments  from  the  southern  states 
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affected  the  economic  position  of  the  processing  sector  and  the  rela- 
tionships of  the  processors  with  their  suppliers  and  customers?"  This 
question  is  significant  in  view  of  the  thoughts  in  the  minds  of  various 
individuals  and  groups  that  the  California  broiler  industry  is  under 
growing  pressure  from  inshipments  from  various  states  such  as  Georgia, 
Mississippi,  Arkansas,  and  Texas.  Such  inshipments  may  well  be  related 
to  the  overall  changing  pattern  of  the  food  procurement  and  distribu- 
tion system. 

The  objective  of  the  study  is  to  uncover  and  make  clear  what  is  in 
fact  happening,  its  causes  and  repercussions,  and  what  adjustments, 
if  any,  are  appropriate.  With  a  picture  of  what  is  really  happening  and 
what  developments  are  involved,  there  should  be  a  more  sound  basis 
for  determining  what  can  be  done  about  it.  As  the  results  of  the  study 
become  available  and  are  ready  for  distribution,  we  certainly  will  be 
pleased  to  keep  your  committee  informed — if  you  desire^ — so  that  you 
may  be  able  to  draw  upon  and  use  the  study  as  you  find  helpful  in  your 
deliberations  and  work. 

In  closing,  I  want  to  thank  you  for  the  invitation  to  summarize  the 
work  we  are  doing  in  poultry  marketing  research.  If  there  are  questions 
you  have  in  mind  or  particular  points  you  would  like  to  consider,  I 
shall  be  pleased  to  discuss  them  with  j^ou. 
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EXHIBIT  3 

State  of  New  Jersey 

POULTRY  PROMOTION  COUNCIL  AND  TAX  ACT 

Chapter  47,  P.  L.  1957 

(*  Combined  with  amendments  introduced  May  20,  1957) 

An  act  imposing  a  tax  on  the  sale  within  the  State  of  feeds  and  grains 
for  use  within  the  State  for  poultry,  providing  for  the  use  of  the 
proceeds  of  the  tax  and  for  the  collection  of  the  tax  imposed,  provid- 
ing penalties  for  violations,  creating  the  New  Jersey  Poultry  Prod- 
ucts Promotion  Council,  and  prescribing  its  powers  and  duties,  and 
making  an  appropriation. 

"Whereas,  The  production  of  eg-g-s  and  poultry  is  one  of  the  most 
important  agricultural  industries  of  this  State ;  and 

Whereas,  It  is  important  to  conserve  and  promote  the  prosperity 
and  welfare  of  this  State  and  of  the  poultry  industry  of  the  State  by 
fostering  better  methods  of  merchandising  and  promoting  the  poultry 
products  grown  in  the  State ;  therefore, 

Be  It  Enacted  hy  the  Senate  and  General  Assembly  of  the  State  of  New 
Jersey : 

1.  This  act  shall  be  known  and  may  be  cited  as  the  "Poultry  Prod- 
ucts Promotion  Council  and  Tax  Act. ' ' 

2.  The  following  words  and  phrases,  when  used  in  this  act,  shall 
have  the  meanings  respectively  ascribed  to  them : 

"Council"  the  agency  created  by  this  act. 

"Department"  the  Department  of  Agriculture  of  the  State  of  New 
Jersey. 

"Distributor  of  poultry  feed"  any  person  who  sells  feed  or  grain  for 
poultry  consumption,  or  who  imports  feed  or  grain  or  raises  grain  for 
his  own  use  as  a  grower  or  jointly  for  his  own  use  as  a  grower  and  for 
use  by  other  growers. 

"Grower"  any  person  who  produces  or  causes  to  be  produced  poultry 
products  in  this  State. 

* '  Poultry ' '  chickens,  turkeys,  ducks,  geese,  guinea  fowl  and  pheasants. 

"Poultry  feed"  feed  and  grain  for  use  and  consumption  by  poultry. 

"Poultry  product"  poultry  eggs  for  table  use,  hatching  or  other 
purposes  or  poultry  produced  for  meat,  breeding  or  other  purposes. 

3.  There  is  hereby  levied  and  imposed  upon  any  sale,  delivery  or  use 
within  this  State  of  poultry  feed  for  use  within  the  State  an  excise  tax 
at  the  rate  of  $0.01  for  each  100  pounds  of  poultry  feed  or  fraction 
thereof. 

4.  Nothing  in  this  act  shall  require  the  payment  of  such  tax  more 
than  once  on  any  poultry  feed  sold,  delivered,  or  used  within  this  State. 
The  liability  for,  and  the  incidence  of,  the  tax  on  poultry  feed  is  hereby 

*  This  unofficial  compendium  is  intended  to  present  the  laws  in  simplified  form.  The 
amendments  will  appear  in  the  law  books  separate  from  the  original  act.  In  legal 
procedure,  however,  the  amendment.s  must  be  considered  by  reference. — N.  J. 
Dept.  of  Agriculture. 
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12  Theiv  is  htMvby  mvatt^l  iu  the  IVpartuuMit  of  A^'rivulture  the 
I'oo.Ury   rv^»^^H''tN'   l*rH»"M»!ioM   Ootiueil   to  i-'ousist   of    /♦   'MfM-Kfrjc,  who 

'  New  JtTsey.  of  whom,  ft'  rowtr^f, 

:         f^H  fr^ii,  t  shiiU  br  it  rryr  v  of  the: 

iV^ir  JifTSi^yi  ^T«i0  Atfrwuti-untt  Kjri>e'rime^Ht  Stati&n  and  1  shall  he  the 
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Slccrelnrif  of  Afjrindfvrp  ex  offfHo  or  his  dcsupier.  Ap|)<»intrn«^iilK  to  tlif 
conncil  sluill  be  nuid*-  hy  tJio  Sfntc  iWiard  of  A«;T*i(Milttirc  for  a  term  of 
2  ycMTK  cxci'pf  1li;if  of  \h<'  first  {ippoinlccK  5  kJijiII  be  for  a  tcrin  of  1 
year  find  r»  sliall  he  for  a  tcrin  of  2  ycarK  aw  (Icsiirnaffd  \>y  llic  Itoard. 
The  })oard  in  rrifikinj;  its  a|)point?ncnts  to  llic  council  shall  ])rovi(l('  for 
equal  representations  from  the  H  major  {jrowinj;  areas  of  the  State. 
Amonj;  the  grower  members  of  the  eoiiiieil  tJiere  shall  be  at  all  times 
at  hast  2  members  represent iriff  the  leadituf  poidlry  produei  of  the 
State,  which  poultry  j)roduct  sluill  be  deterinined  by  the  board  from  the 
annual  stntistical  values  of  the  several  jxndtry  prodncts.  The  aj)j)OJnt- 
inent  of  the  irrower  jriembers  shall  be  made  from  a  list  eontaininj;  not 
less  tluin  1U  names  of  jLrrowers  submitte(l  to  tlie  board  by  the  New  Jersey 
State  poultry  Association,  lue.  The  api)ointment  of  the  feed  distributor 
iriembers  shall  be  inade  from  amonfrst  the  co-o[)erative  and  independent 
distributors  of  i)Oultry  feed  who  have  rej^istered  pursuant  to  the  pro- 
visions of  chapter  4  of  Title  4  of  the  Hevised  Statutes,  so  that  at  least 
]  shall  represent  the  eo-ojierative  feed  distributors  and  at  least  1  shall 
reprc'sent  the  indejiendent  (listribtitf)rs.  If  ff)r  any  reason  the  list  re- 
quired by  this  section  is  Jiot  submitted  within  80  days  after  the  effective 
date  of  this  act  or  after  the  oeeurreix^e  of  any  vacancy  liowever  caused, 
the  board  may  make  api)ointments  from  amonfr  the  growers  at  large. 
The  appointment  of  the  represeutative  of  tlie  New  Jersey  State  Agri- 
cultural Experimoit  Station  shall  be  made  on  the  recommendation  of 
the  director  of  said  station  from  fitnongst  the  staff  members  thereof. 
p]acJi  meml»er  shall  hold  office  after  the  expiration  of  his  term  until  liis 
successor  shall  be  (Inly  a[)pointed  and  qualified.  Vacancies  in  the  mem- 
bership of  the  council,  however  created,  shall  be  filled  in  the  same 
manner  as  the  original  appointment  for  the  unexpired  terra  only. 

The  members  of  the  council  shall  serve  without  c(»mpensatio;i  but 
shall  be  entitled  to  be  reimbursed  for  expenses  incurred  in  the  perform- 
ance of  their  duties. 

13.  The  council  shall  organize  as  soon  as  practicable  after  their  ap- 
pointment by  electing  a  chairman,  vice-chairman  and  secretary  from 
amongst  its  membership  to  serve  for  a  term  of  1  year  and  until  their 
successors  arc  elected  and  rpialified.  Any  G  members  shall  constitute  a 
quorum  for  the  transaction  of  business. 

14.  The  council  subject  to  the  approval  of  the  State  Board  of  Agri- 
culture shall  make  and  promulgate  rules  and  regulations  for  the  ad- 
ministration and  to  effectuate  the  purposes  of  this  act.  Subject  to  ap- 
proval of  the  State  Board  of  Agriculture  the  council  may  employ, 
prescribe  the  duties,  and  fix  the  compensation  of  such  persons  as  it  may 
determine  to  be  necessary  for  the  proper  perfftrmanee  and  execution  of 
the  duties  and  j)owers  of  the  council  within  the  limits  of  available  aj)- 
propriations.  The  council  shall  keep  a  complete  record  of  all  its  pro- 
ceedings and  of  its  receipts  and  expenditures  and  shall  file  a  report 
annually  in  January  with  the  Secretary  of  Agriculture  for  transmittal 
to  the  Governor  and  the  Legislature. 

15.  The  council  shall  annually  prepare  an  itemized  estimate  of 
revenues  from  collection  of  the  tax  and  of  proposed  expenditures  which 
shall  be  submitted  to  the  State  Board  of  Agriculture.  Subject  to  board 
approval,  such  proposal  of  expenditures  shall  be  included  in  the  regular 
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budget  request  of  the  Department  of  Agriculture  under  the  heading 
"Poultry  Products  Promotion  Council"  with  the  statement  "Payable 
from  the  Poultry  Products  Promotion  Tax  Account. ' ' 

16.  The  council  subject  to  the  approval  of  the  State  Board  of  Agri- 
culture shall  conduct  such  programs  of  promotion  of  the  products  of 
the  poultry  industrj^  of  New  Jersey  as  will  conserve  and  promote  the 
prosperity  of  this  State  and  the  poultry  industry  of  the  State. 

17.  In  addition  to  any  other  appropriation  to  the  Department  of 
Agriculture  there  is  hereby  appropriated  to  the  department  for  the  use 
of  the  council  during  the  fiscal  year  commencing  on  July  1,  1957,  the 
sum  of  $100,000.00,  which  sum  shall  be  reimbursed  to  the  State  from 
the  first  available  tax  receipts  received  under  this  act. 

18.  This  act  shall  take  efi^ect  immediately  but  shall  be  inoperative  as 
to  the  imposition  of  any  tax  until  July  1,  1957. 

Statement 

Market  eggs  and  meat  poultry  are  New  Jersey's  foremost  farm  prod- 
ucts. Poultry  Husbandry  has  become  the  major  branch  of  agriculture  in 
New  Jersey,  accounting  for  $125,000,000.00  to  $150,000,000.00  farm  in- 
come annually.  A  large  part  of  the  total  business  economy  of  the  State 's 
leading  poultry  county  of  Monmouth  (the  largest  county  in  the  world) 
and  Ocean,  Cumberland,  Atlantic  and  Hunterdon  Counties,  and  also  of 
several  other  rural  counties,  is  geared  to  the  economic  welfare  of  the 
poultry  growers. 

The  poultry  growers  of  these  counties  have  been  relatively  pros- 
perous for  a  number  of  years,  during  which  they  made  large  capital 
investments  in  real  estate,  farm  structures,  equipment  and  breeding 
stock.  They  have  greatly  increased  tax  ratables  through  improvements 
of  farmlands  and,  in  many  cases,  reclamation  of  marginal  and  aban- 
doned acreage.  They  have  contributed  importantly  to  the  incomes  of  all 
businessmen  and  professional  men,  and  to  industrial  and  service  organ- 
izations and  persons  of  many  communities.  Many  large  feed  mills, 
hatcheries,  and  product  marketing  and  processing  plants  have  been 
established  to  serve  the  poultiymen 's  special  requirements.  Thousands 
of  new  jobs  have  been  created  in  business  allied  with  the  poultry 
industry,  including  construction,  milling,  transportation,  and  mar- 
keting. New  Jersey  is  justifiably  proud  of  the  competence  and  citizen- 
ship of  the  people  of  its  poultry  industry,  whose  products  have  been 
enjoyed  for  fine  quality  and  have  added  significantly  to  the  better 
nutrition  and  health  of  the  people. 

A  prolonged  depression  of  the  markets  for  eggs  and  poultry  meats 
has  produced  a  grave  situation  for  this  fine  New  Jersey  industry.  While 
almost  all  other  industries  have  been  flourishing,  New  Jersey  poultry 
growers  have  suffered  repeated  economic  blows  during  the  past  3 
years.  Forty  months  of  deficits  between  production  expenses  and 
product  income  have  cumulatively  eaten  into  their  economic  substance 
until  even  the  most  efficient  and  provident  poultry  farm  families  are  in 
a  precarious  financial  condition.  Many  have  been  forced  to  give  up  their 
farms,  Avith  heavy  losses.  Business  and  service  organizations  and  all 
suppliers  dealing  primarily  with  poultry  growers  have  extended  credit 
to  the  limit  of  safety,  and  beyond  in  many  instances.  New  building  con- 
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striiction,  replacement  of  equipment  and  investment  in  needed  facilities 
and  stock  are  virtually  at  a  standstill. 

The  New  Jersey  poultry  growers'  pligrht  has  arisen  in  large  degree 
from  an  economic  imbalance  set  up  by  actions  of  the  Federal  Govern- 
ment. With  the  intent  of  stabilizing  the  agricultural  economy  in  States 
producing  grains  and  other  basic  commodities,  the  Federal  Government 
has  implemented  a  program  which  pays  producers  for  reducing  crop 
acreage.  This  program  has  boomeranged  against  the  Congressional  in- 
tent by  causing  the  benefitted  farmers  in  other  States  to  undertake  the 
production  of  eggs  and  poultry  meats  at  a  time  when  the  market 
requirements  are  being  adequately  provided  by  the  normal  production 
sources.  Several  large  national  feed  companies  have  taken  advantage  of 
this  situation  by  fostering  the  establishment  in  other  States  of  poulry 
flocks  on  the  government  subsidized  farms,  said  companies  offering  con- 
tracts and  credit  to  encourage  egg  and  poultry  production.  These  added 
supplies  of  poultry  products  have  surfeited  the  markets  normally 
served  by  New  Jersey  and  other  specialized  production  areas,  causing 
prices  paid  to  poultry  growers  to  fall  to  a  point  far  below  production 
costs.  Distant  farming  areas  whose  real  estate  taxes,  feed  prices,  land 
values,  building  costs  and  labor  wages  are  low  in  comparison  with  those 
prevailing  in  New  Jersey  are  making  serious  inroads  upon  markets 
hitherto  considered  secure  for  New  Jersey  poultry  products.  All  efforts 
by  the  State's  poultry  industry,  which  is  regrettably  conceded  to  be  less 
potent  politically  than  the  mid-west  and  southern  "farm  blocs"  in 
Washington,  to  induce  the  Federal  Government  to  correct  the  inequi- 
tous  situation  have  proved  unavailing.  Self-help  is  the  only  recourse  for 
New  Jersey  poultry  growers. 

The  self-help  program  is  to  advertise  and  promote  New  Jersey 
poultry  products  in  a  comprehensive  manner  and  with  adequate 
financing,  paid  for  by  the  same  poultry  growers  who  are  seeking  to  save 
their  market  security.  New  Jersey  poultry  products  already  enjoy  an 
overwhelming  consumer  preference  because  of  freshness  and  high 
quality,  both  domestically  and  in  nearby  consuming  areas.  In  fact,  so 
strong  is  this  demand  for  genuine  New  Jersey  poultry  products  that 
competitive  areas  masquerade  their  poultry  products  by  imputing  a 
New  Jersey  source.  Because  a  large  part  of  the  State's  poultry  products 
is  exported  into  adjacent  consuming  areas  beyond  the  jurisdiction  of 
the  New  Jersey  laws  forbidding  such  counterfeiting,  and  because  Fed- 
eral administration  of  food  source  identification  laws  has  failed  to 
prosecute  interstate  violators  and  otherwise  to  cope  with  the  situation, 
the  New  Jersey  poultry  industry  has  determined  to  protect  itself  and 
the  consumer  by  means  of  a  Department  of  Agriculture  supervised 
system  of  source  identification  mid  quality  certification.  Such  a  pro- 
gram has  been  operating  satisfactorily  for  many  years  in  a  limited 
manner,  and  it  is  proposed  to  expand  it  to  encompass  a  much  larger 
volume  of  the  poultry  products  of  New  Jersey  origin  deserving  of  being 
so  identified  and  certified. 

A  uniform  emblem  of  distinctive  design  will  be  affixed  to  the  pack- 
ages of  the  genuine  New  Jersey  high  quality  poultry  products  so  that 
food  distributors  and  consumers  may  distinguish  with  certainty  be- 
tween these  and  inferior  products  or  those  not  domestically  produced. 
This  device  will  be  widely  advertised  and  promoted  to  educate  trades- 
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men  and  the  consuming  public  to  the  means  by  which  they  may  buy 
New  Jersey  poultry  products  with  confidence. 

The  regulatory  and  inspection  functions  of  the  program  will  be 
financed  by  the  fees  for  State  supervision  paid  by  the  users  of  the 
existing  official  grading  service  which  in  the  enlarged  program  will 
continue  to  be  self-supporting  as  it  is  today. 

Financing  the  promotional  aspects  of  the  program  with  poultry 
growers'  money  will  require  the  levying  of  a  State  tax  upon  them.  Con- 
ferences between  the  poultry  growers  and  representatives  of  the  feed 
distributors  have  established  that  such  a  tax  imposed  upon  poultry 
feeds  is  the  only  equitable  method.  Approximately  800,000  to  900,000 
tons  of  poultry  feed  are  consumed  annually  in  New  Jersey.  At  the  rate 
of  $0.01  per  hundredweight  stipulated  in  the  proposal  it  is  estimated 
the  tax  yield  will  be  between  $160,000.00  and  $180,000.00  per  year.  This 
amount  is  believed  to  be  adequate  for  the  promotional  program,  antici- 
pating that  administration  costs  will  be  kept  at  a  minimum. 

Checks  and  controls  upon  the  expenditures  are  provided  through 
placing  the  responsibility  within  the  Department  of  Agriculture,  which 
is  also  well  qualified  to  give  technical  direction  to  the  growers '  proposal 
for  developing  a  long-range  poultry  products  merchandising  program. 
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EXHIBIT  4 

85th  Congress,  1st  Session 

H.  R.  9380 

IN  THE  HOUSE  OF  REPRESENTATIVES 

August  21, 1957 

Mr.  Auciiincloss  introduced  the  following  bill;  which  was  referred 
to  the  Committee  on  Aoriculture 

A  BILL 

To  provide  for  stabilizing  the  broiler  and  egg  industries  by 
instituting  a  program  for  marketing  regulations. 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assevnhled,  That  title  III  of  the 
Agricultural  Adjustment  Act  of  1938  is  amended  by  inserting  imme- 
diately after  subtitle  D  the  following  new  subtitle  : 

"Subtitle  E — Marketing  Quotas  for  Broilers  and  Eggs 

"PART  I— BROILER  INDUSTRY 

"Legislative  Findings 

"Sec.  381A.  The  Congress  hereby  finds  that  for  the  past  several 
years  the  broiler  industry  has  been  confronted  with  economic  disaster 
due  to  a  constantly  rising  overproduction  of  broilers;  that  this  over- 
production, unless  controlled,  will  depress  prices  in  interstate  commerce, 
will  disrupt  the  orderly  marketing  of  the  products  of  the  broiler  indus- 
try in  interstate  commerce,  and  will  cause  an  instability  and  economic 
depression  in  this  segment  of  the  agricultural  industry,  thereby  ad- 
versely affecting  the  national  welfare,  impairing  the  productive  facili- 
ties necessary  for  the  continuous  and  stable  supply  of  broilers,  and 
causing  a  vital  agricultural  industry  to  become  unstable  and  un- 
balanced. 

"National  Marketing  Quotas 

"Sec.  381B.  (a)  During  October  of  each  year,  the  Secretary  shall 
determine  and  proclaim  a  national  marketing  quota  for  broilers  to  be  in 
effect  during  the  next  calendar  year.  The  national  marketing  quota 
shall  be  the  amount  of  broilers  the  Secretary  determines  are  needed  to 
meet  the  requirements  of  the  consumers  in  the  continental  United 
States. 

"(b)  The  Secretary  shall  determine  the  national  marketing  quota 
for  broilers  for  a  year  on  the  basis  of  the  direct  consumption  of  broilers 
during  the  twelve-month  period  ending  September  1  of  the  preceding 
calendar  year  and  shall — 

"(1)  make  appropriate  allowances  for  a  deficiency  or  surplus 
in  inventories  of  broilers,  and  for  changes  in  population  and  de- 
mand conditions,  and 

"(2)  take  into  consideration  the  relationship  between  the  price 
at  wholesale  for  broilers  and  the  price  of  feed  consumed  in  the 
production  of  poultry  to  the  end  that  the  imposition  of  the  market- 
ing quota  will  result  in  a  price  per  pound  for  broilers  not  less  than 
the  sum  of  the  cost  of  feed  required  to  produce  one  pound  of  broiler 
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and  33^  per  eentnni  of  the  cost  of  broiler  chicks,  plus  35  per  centum 
of  the  sum  so  obtained  (to  reflect  labor  and  investment  costs). 
"Computations  under  clause  (2)  shall  be  based  on  the  statistical 
findings  of  the  Department  of  Agriculture  as  published  monthly  in 
'Agricultural  Prices'  for  broiler  feed,  mash,  and  broiler  chicks;  all 
other  computations  under  this  section  shall  be  based  on  statistics  pub- 
lished b}'  agencies  of  the  Federal  Government. 

* '  Referendum 

"Sec.  381C.  Not  later  than  December  15  following  the  issuance  of 
the  marketing  quota  proclamation  provided  for  in  section  381B,  the 
Secretary  shall  conduct  a  referendum,  by  secret  ballot,  of  broiler  grow- 
ers, to  determine  whether  such  growers  are  in  favor  of  or  opposed  to 
the  quota  so  proclaimed.  If  more  than  one-third  of  the  growers  voting 
in  the  referendum  oppose  the  national  marketing  quota,  such  quota 
shall  become  ineffective  upon  proclamation  of  the  results  of  the  referen- 
dum. The  Secretary"  shall  proclaim  the  results  of  any  referendum  held 
hereunder  within  thirty  days  after  the  date  of  such  referendum.  A 
broiler  grower  shall  be  entitled  to  vote  in  a  referendum  held  under  this 
section  only  if  he  has  been  a  broiler  grower  for  a  period  of  thirty  days 
prior  to  the  referendum. 

"State,  County,  Farm  Marketing  Quotas 

"Sec.  381D.  (a)  The  national  marketing  quota  for  broilers  shall 
be  apportioned  among  the  States  on  the  basis  of  each  State 's  productive 
capacity  during  that  one  of  the  three  calendar  years  immediately  pre- 
ceding the  calendar  year  in  which  the  national  marketing  quota  is  pro- 
claimed during  which  its  productive  capacity  was  the  highest,  with 
adjustments  for  abnormal  marketing  conditions  during  such  period 
which  affected  production. 

"  (b)  The  State  marketing  quota  for  broilers  shall  be  apportioned  to 
counties  on  the  same  basis  as  to  ^-ears  and  conditions  as  is  applicable  to 
States  under  subsection  (a)  of  this  section:  Provided,  That  the  State 
committee  may  reserve  not  to  exceed  10  per  centum  of  its  State  market- 
ing quota  which  shall  be  used  to  make  adjustments  in  county  marketing 
quotas  for  trends  in  production,  for  counties  adversely  affected  by  ab- 
normal marketing  conditions  during  such  period  which  influenced  pro- 
duction, or  for  making  such  adjustments  for  small  or  new  farms. 

"(c)  (1)  Subject  to  the  reservation  contained  in  paragraph  (2)  of 
this  subsection,  the  portion  of  the  quota  allotted  to  a  county  under 
subsection  (b)  shall  be  apportioned  to  broiler  growers  in  the  county  on 
the  basis  of  the  number  of  broilers  produced  by  each  broiler  grower  in 
that  one  of  the  three  years  immediately  preceding  the  year  for  which 
such  allotment  is  determined  in  which  production  by  the  broiler  grower 
was  the  largest. 

"(2)  The  countj^  committee  may  reserve  not  in  excess  of  10  per 
centum  of  the  county  marketing  quota  which,  in  addition  to  the  quota 
made  available  under  the  proviso  in  subsection  (b),  shall  be  used  for 
(A)  establishing  allotments  for  broiler  growers  who  did  not  grow  a 
substantial  number  of  broilers  during  any  of  the  three  calendar  j-ears 
immediately  preceding  the  year  for  which  the  allotment  is  made,  on  the 
basis  of  the  land,  labor,  and  equipment  available  for  the  production  of 
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broilers;  and  (B)  making  adjustments  of  the  individual  marketing 
quotas  established  under  paragraph  (1)  of  this  subsection  so  as  to 
establish  allotments  which  are  fair  and  reasonable  in  relation  to  the 
factors  set  forth  in  this  paragraph  and  abnormal  conditions  affecting 
production  on  such  farms. 

"(d)  Notwithstanding  any  other  provision  of  this  Act,  any  broilers 
marketed,  sold,  or  exported  by  a  broiler  grower  in  excess  of  the  indi- 
vidual marketing  quota  applicable  thereto  shall  not  be  considered  in 
establishing  State,  county,  and  individual  marketing  quotas. 

' '  Purchasing  Certificates 

''Sec.  381E.  (a)  The  Secretary  shall  for  each  marketing  year 
issue  certificates  to  broiler  growers  for  a  quantity  of  broilers  equal  to 
the  individual  marketing  quota  for  the  broiler  grower  for  such  market- 
ing year. 

"  (b)  The  provisions  of  section  392  of  this  title  shall  be  applicable  to 
the  issuance  of  certificates  to  growers  under  this  section. 

"(c)  The  Secretary  may,  during  each  marketing  year,  issue  special 
purchasing  certificates  to  any  person  producing  less  than  two  thousand 
broilers  per  year  for  not  to  exceed  two  thousand  broilers.  Certificates 
so  issued  shall  not  be  subject  to  cutback  limitations  herein  provided, 
but  shall  be  considered  by  the  Secretary  in  arriving  at  the  overall 
quotas  and  necessary  cutbacks  provided  for  by  the  Secretary  for  the 
broiler  industry. 

"Hatchery  Business 

"Sec.  381F.  Each  person  who  engages  in  the  hatchery  business  in 
the  United  States  shall  upon  hatching  any  quantity  of  broilers  (1)  ac- 
quire certificates  issued  under  section  381E  (a)  of  this  title  in  an 
amount  sufficient  to  cover  such  quantity  of  broilers,  or  (2)  pay  to  the 
Secretary  three  times  the  value  of  the  broilers  so  hatched.  The  Secre- 
tary shall  during  such  marketing  year  also  determine  whether  or  not 
any  reduction  shall  be  invoked  at  the  hatchery  level  and  to  what  extent 
and  in  what  manner  said  reduction  shall  be  made  to  the  end  that  a 
balance  may  be  caused  to  exist  between  any  cutback  in  the  production 
on  the  producer  level  and  the  hatchery  level.  The  Secretary  shall 
further  have  the  right  to  determine  and  enforce  the  rights  of  each 
certificate  holder  on  the  producer  level  to  procure  a  supply  of  broilers 
commensurate  with  the  certificates  held  by  said  producer  from  the 
hatcheries  producing  broilers. 

' '  Regulations 

"Sec.  381G.  The  Secretary  shall  prescribe  regulations  governing 
the  issuance,  redemption,  acquisition,  use,  transfer,  and  disposition  of 
certificates  hereunder. 

"Civil  Penalties 

"Sec.  381H.  Any  person  w^ho  violates  or  attempts  to  violate  or  who 
participates  or  aids  in  the  violation  of  any  of  the  provisions  of  this 
part,  or  regulations  prescribed  by  the  Secretary  for  the  enforcement  of 
such  provisions,  shall  forfeit  to  the  United  States  a  sum  equal  to  three 
times  the  market  value,  at  the  time  of  the  commission  of  such  act,  of 
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the  product  involved  in  such  violation.  Such  forfeiture  shall  be  re- 
covered in  a  civil  suit  brought  in  the  name  of  the  United  States. 

"Reports  and  Records 

"Sec.  3811.  (a)  The  provisions  of  section  373  (a)  of  this  title  shall 
apply  to  all  persons,  except  broiler  growers,  who  are  subject  to  the 
provisions  of  this  part,  except  that  any  such  person  failing  to  make  any 
report  or  to  keep  any  record  as  required  by  this  section  or  making  any 
false  report  or  record  shall  be  deemed  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  subject  to  a  fine  of  not  more  than 
$2,000  for  each  such  violation. 

"(b)  The  provisions  of  section  373  (b)  of  this  title  shall  apply  to 
all  broiler  growers. 

"Broiler  Advisory  Committee 

"Sec.  381J.  (a)  There  shall  be  in  the  Department  of  Agriculture 
a  Broiler  Advisory  Committee  which  shall  be  composed  of  twelve  mem- 
bers appointed  by  the  Secretary.  Nine  members  of  the  Committee  shall 
be  appointed  from  among  eighteen  persons  recommended  by  a  group 
composed  of  one  representative  from  each  State  which  produced  more 
than  five  million  broilers  during  the  preceding  calendar  year.  Each  such 
representative  shall  be  elected  bj"  the  broiler  growers  in  his  State. 

"  (b)  The  Broiler  Advisory  Committee  shall  advise  and  consult  with 
the  Secretary  with  respect  to  matters  arising  in  connection  with  the 
administration  of  this  part. 

"(c)  The  members  of  the  Broiler  Advisory  Committee,  while  attend- 
ing meetings  or  while  otherwise  serving  at  the  request  of  the  Secretary, 
shall  receive  compensation  at  the  rate  of  $50  per  diem,  and  shall  also 
be  entitled  to  receive  an  allowance  for  actual  and  necessary  traveling 
and  subsistence  expenses  while  so  serving  away  from  their  places  of 
residence. 

"Definitions 

"Sec.  381K.  For  the  purposes  of  this  part — 

"  (1)  'Broiler'  means  a  young  chicken  intended  for  the  poultry  meat 
trade,  to  be  marketed  as  a  frier,  broiler,  squab  chicken,  caponette, 
capon,  or  rooster,  or  under  other  names ;  either  as  a  whole  or  in  cut-up 
parts  of  the  whole. 

"(2)  'Broiler  grower'  means  any  person  who  by  reason  of  owner- 
ship, lease,  or  rental  has  had  the  use  of  production  facilities  to  produce 
broilers  in  the  amount  of  two  thousand  broilers  or  more  in  any  one 
year. 

"(3)  'Hatchery'  means  any  person  who  by  reason  of  ownership, 
lease,  or  rental  has  the  use  of  facilities  for  the  hatching  of  eggs  for  the 
broiler  industry. 

"  (4)   'Secretary'  means  the  Secretary  of  Agriculture. 

"  ( 5 )  '  Capacity '  shall  be  determined  by  the  maximum  housing  facili- 
ties and  equipment  available  for  the  raising  of  broilers  on  each  indi- 
vidual farm,  based  on  one  square  foot  per  bird. 

"  (6)  'Hatchery  business'  shall  mean  any  person,  firm,  individual,  or 
corporation  who  conducts  a  hatchery  as  defined  herein  including  such 
hatcheries  which  hatch  eggs  for  broilers  for  its  or  their  own  growing. 
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' '  PART  II — EGG  INDUSTRY 

' '  Legislative  Findings 

"Sec.  382 a.  The  Congress  hereby  finds  that  for  the  past  several 
years  the  egg  industry  has  been  confronted  with  economic  disaster  due 
to  a  constantly  rising  overproduction  of  eggs ;  that  this  overproduction, 
unless  controlled,  will  depress  prices  in  interstate  commerce,  will  dis- 
rupt the  orderly  marketing  of  the  products  of  the  egg  industry  in  inter- 
state commerce,  and  will  cause  an  instability  and  economic  depression 
in  this  segment  of  the  agricultural  industry,  thereby  adversely  affecting 
the  national  welfare,  impairing  the  productive  facilities  necessary  for 
the  continuous  and  stable  supply  of  eggs,  and  causing  a  vital  agricul- 
tural industry  to  become  unstable  and  unbalanced. 

"National  Marketing  Quotas 

"Sec.  382B.  (a)  During  October  of  each  year,  the  Secretary  shall 
determine  and  proclaim  a  national  marketing  quota  for  eggs  to  be  in 
effect  during  the  next  calendar  year.  The  national  marketing  quota 
shall  be  the  amount  of  eggs  the  Secretary  determines  are  needed  to 
meet  the  requirements  of  the  consumers  in  the  continental  United 
States. 

"(b)  The  Secretary  shall  determine  the  national  marketing  quota 
for  eggs  for  a  year  on  the  basis  of  the  direct  consumption  of  eggs  dur- 
ing the  twelve-month  period  ending  September  1  of  the  preceding  cal- 
endar year  and  shall — 

"(1)  make  appropriate  allowances  for  a  deficiency  or  surplus 
in  inventories  of  eggs,  and  for  changes  in  population  and  demand 
conditions,  and 

"  (2)  take  into  consideration  the  relationship  between  the  prices 
for  eggs  that  would  result  from  such  determination  and  the  gen- 
eral cost  of  living  in  the  United  States,  and 

"  (3)  take  into  consideration  the  relationship  between  the  price 
of  eggs  and  the  cost  of  feed  consumed  by  the  egg  producing  indus- 
try to  the  end  that  the  imposition  of  the  marketing  quota  will  result 
in  a  price  per  dozen  eggs  not  less  than  eleven  times  the  average 
cost  of  one  pound  of  laying  mash. 

"Computations  under  clause  (3)  shall  be  based  on  the  statistical 
findings  of  the  Department  of  Agriculture  as  published  monthly  in 
'Agricultural  Prices'  for  broiler  feed,  mash,  and  broiler  chicks;  all 
other  computations  under  this  section  shall  be  based  on  statistics  pub- 
lished by  agencies  of  the  Federal  Government. 

' '  Kef  erendum 

"Sec.  382C.  Not  later  than  December  15  following  the  issuance  of 
the  marketing  quota  proclamation  provided  for  in  Section  382B,  the 
Secretary  shall  conduct  a  referendum,  by  secret  ballot,  of  egg  producers 
to  determine  whether  such  egg  producers  are  in  favor  of  or  opposed  to 
the  quota  so  proclaimed.  If  more  than  one-third  of  the  egg  producers 
voting  in  the  referendum  oppose  the  national  marketing  quota,  such 
quota  shall  become  ineffective  upon  proclamation  of  the  results  of  the 
referendum.  The  Secretary  shall  proclaim  the  results  of  any  referen- 
dum held  hereunder  within  thirty  days  after  the  date  of  such  referen- 
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dum.  An  egg  producer  shall  be  entitled  to  vote  in  a  referendum  held 
under  this  section  only  if  he  has  been  an  egg  producer  for  a  period  of 
thirty  days  prior  to  the  referendum. 

"State,  County,  Farm  Marketing  Quotas 

**Sec.  381D.  (a)  The  national  marketing  quota  for  eggs  shall  be 
apportioned  among  the  States  on  the  basis  of  each  State's  productive 
capacity  during  that  one  of  the  three  calendar  years  immediately  pre- 
ceding the  calendar  year  in  which  the  national  marketing  quota  is 
proclaimed  during  which  its  productive  capacity  was  the  highest,  with 
adjustments  for  marketing  conditions  during  such  period  which  affected 
production. 

"(b)  The  State  marketing  quota  for  eggs  shall  be  apportioned  to 
counties  on  the  same  basis  as  to  years  and  conditions  as  is  applicable 
to  States  under  subsection  (a)  of  this  section:  Provided,  That  the  State 
committee  may  reserve  not  to  exceed  10  per  centum  of  its  State  market- 
ing quota  which  shall  be  used  to  make  adjustments  in  county  market- 
ing quotas  for  trends  in  production,  for  counties  adversely  affected  by 
abnormal  marketing  conditions  during  such  period  which  influenced 
production,  or  for  making  such  adjustments  for  small  or  new  farms. 

"(c)  (1)  Subject  to  the  reservation  contained  in  paragraph  (2)  of 
this  subsection,  the  portion  of  the  quota  allotted  to  a  county  under  sub- 
section (b)  shall  be  apportioned  to  egg  producers  in  the  county  on  the 
basis  of  the  number  of  egg-producing  chickens  raised  by  each  egg  pro- 
ducer in  that  one  of  the  three  years  immediately  preceding  the  year  for 
which  such  allotment  is  determined  in  which  production  by  the  egg 
producer  was  the  largest. 

"(2)  The  county  committee  may  reserve  not  in  excess  of  10  per 
centum  of  the  county  marketing  quota  which,  in  addition  to  the  quota 
made  available  under  the  proviso  in  subsection  (b),  shall  be  used  for 
(A)  establishing  allotments  for  egg  producers  who  did  not  maintain  a 
substantial  quantity  of  egg-producing  chickens  during  any  of  the  three 
calendar  years  immediately  preceding  the  year  for  which  the  allotment 
is  made,  on  the  basis  of  the  land,  labor,  and  equipment  available  for  the 
maintenance  of  egg-producing  chickens;  and  (B)  making  adjustments 
of  the  individual  marketing  quotas  established  under  paragraph  (1) 
of  this  subsection  so  as  to  establish  allotments  which  are  fair  and  rea- 
sonable ill  relation  to  the  factors  set  forth  in  this  paragraph  and  abnor- 
mal conditions  affecting  raising  egg-producing  chickens  on  such  farms. 

"(d)  Notwithstanding  any  other  provision  of  this  Act,  any  egg- 
producing  chickens  marketed,  sold,  or  exported  by  an  egg  producer  in 
excess  of  the  individual  marketing  quota  applicable  thereto  shall  not  be 
considered  in  establishing  State,  county,  and  individual  marketing 
quotas. 

' '  Purchasing  Certificates 

"Sec.  382E.  (a)  The  Secretary  shall,  for  each  marketing  year,  issue 
certificates  to  egg  producers  having  less  than  two  hundred  laying  bird 
capacity  per  year  for  a  quantity  of  egg-producing  chickens  equal  to 
the  individual  marketing  quota  for  the  egg  producer  for  such  marketing 
year. 
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"(b)  The  provisions  of  section  392  of  this  title  shall  be  applicable 
to  certificates  issued  to  eg'j;  producers  under  this  section. 

"(c)  The  Secretary  shall,  for  each  marketing  year,  issue  certificates 
to  each  egg-producing  farmer  for  stock  replacements  based  on  the  nor- 
mal practice  in  the  particular  area  on  the  county  level,  which  said  stock 
replacements  shall  be  verified  by  the  producers  and  endorsed  by  the 
local  committee. 

"(d)  The  Secretary  may,  during  each  marketing  year,  issue  special 
purchasing  certificates  to  any  person  for  not  to  exceed  two  hundred 
chicks  for  laying  purposes  and  certificates  so  issued  shall  not  be  subject 
to  cutback  limitations  herein  provided,  but  shall  be  considered  by  the 
Secretary  in  arriving  at  the  overall  quotas  and  necessary  cutbacks  pro- 
vided for  by  the  Secretary  for  the  egg  industry. 

"(e)  Each  egg  producer,  prior  to  obtaining  certificates,  shall  pre- 
sent to  the  Secretary,  through  the  local  committee,  verified  evidence  of 
sales  of  fowl  resulting  in  the  reduction  of  his  total  flock  capacity,  or 
in  the  alternative  verified  evidence  of  sales  of  fowl  to  be  made  within 
a  specified  period  of  time  in  the  future  for  which  the  present  purchas- 
ing certificate  is  being  issued. 

' '  Hatchery  Business 

"Sec.  382F.  Each  person  who  engages  in  the  hatchery  business  for 
the  purpose  of  hatching  baby  chicks  in  the  United  States  shall  upon 
hatching  any  quantity  of  baby  chicks  (1)  acquired  certificates  issued 
under  section  382E  (a)  of  this  title  in  an  amount  sufficient  to  cover 
such  quantity  of  baby  chicks,  or  (2)  pay  to  the  Secretary  three  times 
the  value  of  the  baby  chicks  so  hatched.  The  Secretary  shall  during 
each  marketing  year  also  determine  whether  or  not  any  reduction  shall 
be  invoked  at  the  hatchery  level  and  to  what  extent  and  in  what  manner 
said  reduction  shall  be  made  to  the  end  that  a  balance  may  be  caused 
to  exist  between  any  cutback  in  the  production  on  the  producer  level 
and  the  hatchery  level.  The  Secretary  shall  further  have  the  right  to 
determine  and  enforce  the  rights  of  each  certificate  holder  on  the  pro- 
ducer level  to  procure  a  supply  of  baby  chicks  commensurate  with  the 
certificates  held  by  said  producer  from  hatcheries  producing  baby 
chicks. 

' '  Regulations 

"Sec.  382G.  The  Secretary  shall  prescribe  regulations  governing 
the  issuance,  redemption,  acquisition,  use,  transfer,  and  disposition  of 
certificates  hereunder. 

"Civil  Penalties 

"Sec.  382H.  Any  person  who  violates  or  attempts  to  violate,  or 
who  participates  or  aids  in  the  violation  of,  any  of  the  provisions  of 
this  part,  or  regulations  prescribed  by  the  Secretary  for  the  enforce- 
ment of  such  provisions,  shall  forfeit  to  the  United  States  a  sum  equal 
to  three  times  the  market  value,  at  the  time  of  the  commission  of  such 
Act,  of  the  product  involved  in  such  violation.  Such  forfeiture  shall  be 
recovered  in  a  civil  suit  brought  in  the  name  of  the  United  States. 
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"Reports  and  Records 

"Sec.  3821  (a)  The  provisions  of  section  373  (a)  of  this  title  shall 
apply  to  all  persons,  except  egg  prodncers  who  are  snbject  to  the  pro- 
visions of  this  part,  except  that  any  snch  person  failing  to  make  any 
report  or  to  keep  any  records  as  required  by  this  section  or  making  any 
false  report  or  record  shall  be  deemed  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  subject  to  a  fine  of  not  more  than 
$2,000  for  each  such  violation. 

"(b)  The  provisions  of  section  373  (b)  of  this  title  shall  apply  to 
all  egg  producers. 

"Egg  Advisory  Committee 

"Sec.  382J.  (a)  There  shall  be  in  the  Department  of  Agriculture 
an  Egg  Advisory  Committee  which  shall  be  composed  of  twelve  members 
appointed  by  the  Secretary.  Nine  members  of  the  Committee  shall  be 
appointed  from  among  eighteen  persons  recommended  by  a  group  com- 
posed of  one  representative  from  each  State  which  produced  more  than 
one  million  baby  chicks  during  the  preceding  calendar  year.  Each  such 
representative  shall  be  elected  by  the  egix  producers  in  his  State. 

"(b)  The  Egg  Advisory  Committee  shall  advise  and  consult  with  the 
Secretary  wdth  respect  to  matters  arising  in  connection  with  the  admin- 
istration of  this  part. 

"(c)  The  members  of  the  Egg  Advisory  Committee,  while  attending 
meetings  or  while  otherwise  serving  at  the  request  of  the  Secretary, 
shall  receive  compensation  at  the  rate  of  $50  per  diem,  and  shall  also 
be  entitled  to  receive  an  allowance  for  actual  and  necessary  traveling 
and  subsistence  expenses  while  so  serving  away  from  their  places  and 
residence. 

"Definitions 

'  *  Sec.  382K.     For  the  purposes  of  this  part — 

"  (1)  'Egg  producer'  means  a  person  who  has  facilities  and  equip- 
ment Avith  sufficient  capacity  to  house  over  two  hundred  egg-producing 
chickens  per  year. 

"  (2)   'Eggs'  means  chicken  eggs. 

"  (3)  'Capacity'  means  the  number  of  egg-producing  chickens  which 
may  be  housed  in  the  facilities,  based  upon  past  experience  in  the  par- 
ticular locale  where  the  said  chickens  are  raised  as  set  forth  by  the  local 
committee  using  as  nearly  as  feasible  the  following  yardstick:  Califor- 
nia open  house,  one  and  one-half  square  feet  per  bird ;  cages,  in  accord- 
ance with  the  size  and  past  experience  in  the  particular  locale  for  the 
number  of  birds  and  size  of  cage;  closed  poultry  houses  (A)  white  leg- 
horns two  and  one-half  square  feet  per  bird;  (B)  colored  birds,  three 
square  feet  per  bird ;  slatted  floor  type  house,  one  and  one-half  square 
feet  per  bird. 

"  (4)  'Baby  chicks'  means  egg-producing  chicks,  and  does  not  include 
broilers. 

"(5)  'Hatchery  business'  means  any  person,  firm,  individual,  or 
corporation  who  conducts  a  hatchery  as  defined  herein  including  such 
hatcheries  which  hatch  eggs  for  sale  to  others. 

"  (6)   'Secretary '  means  the  Seprptary  of  Ap'riculture. " 

Sec.  2.  Title  111  of  the  Agricultural  Adjustment  Act  of  1938  is 
amended  (1)  by  redesignating  subtitle  E  as  subtitle  F,  (2)  bv  striking 
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out  sections  381  and  382  (as  in  effect  prior  to  the  enactment  of  this 
Act),  (3)  by  renumbering'  section  383  as  391,  385  as  392,  387  as  393, 
388  as  394,  389  as  395,  390  as  396,  391  as  397,  392  as  398,  and  393  as 
399,  and  (4)  by  striking  out  tlie  center  headings  of  part  I  and  part  II 
of  such  subtitle. 

Sec.  3.  Section  361  of  the  Agricultural  Adjustment  Act  of  1938  is 
amended  by  striking  out  "and  rice,  established  under  subtitle  B"  and 
inserting  in  lieu  thereof  "rice,  broilers,  and  eggs." 

Sec.  4.  Section  375  (a)  of  the  Agricultural  Adjustment  Act  of 
1938  is  amended  by  inserting  after  ' '  peanuts, ' '  the  following :  ' '  broilers, 
eggs,". 
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EXHIBIT   5 

ORDERLY  MARKETING  AND  SUPPLY  OF  TURKEYS 
AND  TURKEY  PRODUCTS 


[H.  R.  5561,  85th  Cong.,  1st  sess.] 

A  BILL  To  provide  for  the  orderly  marketing  of  turkeys  and  to  assure 
consumers  an  adequate  supply  of  turkeys  and  turkey  products  of 
wholesome  quality 

Be  it  enacted  hy  the  Seriate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  shall 
be  known  as  the  National  Turkey  Act. 

Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the  Congress, 
through  the  powers  conferred  upon  the  Secretary  of  Agriculture  by 
this  Act,  to  establish  and  maintain  orderly  marketing  conditions  for 
turke3%s  produced  in  the  United  States,  and  for  the  products  thereof, 
and  to  assure  the  continuing  production  and  marketing  of  such  turkeys 
and  the  products  thereof  in  sufficient  quantities  and  of  such  grade, 
qualit}^,  and  condition  as  to  provide  adequately  for  the  requirements  of 
consumers. 

Sec.  3.  The  Secretary  of  Agriculture  is  authorized  to  administer 
the  provisions  of  this  Act  subject  to  the  conditions  set  forth  herein, 
and  for  such  purpose,  to  exercise  any  and  all  of  the  powers  conferred 
upon  him  by  law. 

Sec.  4.  The  powers  conferred  by  this  Act  shall  be  used  to  formu- 
late and  carry  out  marketing  programs  consistent  with  the  provisions 
of  the  Act.  Such  powers  shall  not  be  used  to  restrict  the  marketing 
of  turkeys  or  turkey  products  to  less  than  the  quantities  needed  to 
provide  for  the  reasonable  requirements  of  consumers.  Any  minimum 
standards  of  grade,  quality,  or  condition,  and  any  requirements  of 
inspection  or  labeling  established  pursuant  to  the  provision  of  this 
Act  or  any  marketing  program  issued  thereunder  shall  be  such  as  will 
protect  the  health  of  consumers  by  enabling  them  to  obtain  turkeys 
and  turkey  products  of  wholesome  quality. 

Sec.  5.  Upon  written  request  to  the  Secretary  by  producers  of 
turkeys,  the  Secretary  may  issue  for  consideration  at  a  public  hearing 
thereon,  any  marketing  program  for  turkeys  proposed  by  such  pro- 
ducers which  the  Secretary  finds  to  be  in  conformity  with  the  provi- 
sions of  this  Act  and  which  the  Secretary  believes  will  tend  to  effec- 
tuate the  purposes  of  this  Act. 

Sec.  6.  Any  marketing  program  so  submitted  to  the  Secretary 
shall  include  provisions,  or  authorization,  for  one  or  more  of  the 
following : 

(a)  The  promotion  of  the  consumption  of  turkeys  and  turkey  prod- 
ucts for  the  purpose  of  maintaining  existing  markets  and  creating  new 
and  larger  markets  for  turkeys  and  turkey  products ; 

(b)  The  dissemination  of  information  and  educational  matter,  to  the 
food  trade  and  to  consumers,  concerning  the  food  values  of,  and  meth- 
ods of  preparing  and  using  turkeys  and  turkey  products ; 
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(c)  The  carrying  on  of  research  and  survey  studies  in  produc- 
tion, processing',  distribution,  and  promotion  of  turkeys  and  turkey 
products ; 

(d)  The  establishment  and  maintenance  of  grade,  quality,  and  label- 
ing standards  in  the  marketing  of  turkeys  which  will  protect  the 
interests  of  both  the  consumers  and  the  producers  of  turkej^s ; 

(e)  The  determination,  or  metliods  for  the  determination,  of  the 
existence  and  the  extent  of  a  surplus  of  turkeys  or  of  any  grade,  size, 
or  quality  thereof,  during  a  specified  period  and  providing  for  the 
control  and  disposition  of  such  surplus  by  equalizing  the  burden  of 
such  surplus  elimination  control  among  the  producers  therof ; 

(f)  Tlie  establishment,  or  methods  for  the  establishment,  of  resei-ve 
pools  of  turkeys  or  any  grade,  size,  or  quality  thereof,  and  providing 
for  the  equitable  distribution  of  the  net  return  derived  from  the  sale 
thereof  among  the  persons  beneficially  interested  therein :  Provided, 
That  no  such  stabilization  pool  shall  be  established  which  would  have 
the  effect  of  leaving  available  for  marketing  a  quantity  of  turkeys  less 
than  that  which  is  reasonably  necessary  to  meet  market  requirements ; 

(g)  The  limitation,  or  methods  for  the  limitation,  of  the  total  quan- 
tity of  turkeys,  or  any  grade,  size,  or  quality,  which  maj^  be  marketed 
during  any  specified  period  by  all  producers; 

(h)  The  allotting,  or  methods  for  allotting,  the  quantity  of  turkeys 
or  any  grade,  size,  or  quality  thereof,  which  each  producer  may  market, 
during  any  specified  period,  under  a  uniform  rule  based  upon  the  quan- 
tity marketed  by  each  producer  in  such  prior  period  as  the  Secretary 
determines  to  be  representative,  or  upon  the  current  quantities  avail- 
able for  marketing  by  each  producer,  or  both,  to  the  end  that  the  total 
quantity  thereof  to  be  marketed  during  such  specified  period  shall 
be  apportioned  equitably  among  producers. 

Sec.  6A.  Producer  quotas  and  allotments  shall  be  made  in  accord- 
ance with  the  following: 

(a)  The  marketing  quotas  for  any  season  shall  not  limit  production 
below  the  average  of  the  three  seasons  prior  to  such  season. 

(b)  Quotas  of  individual  producers  shall  be  based  on  the  same  base 
period  as  outlined  immediately  above  in  section  6A   (a). 

(c)  Allocation  of  quotas  would  be  made  at  the  local  office  level  of 
the  United  States  Department  of  Agriculture. 

(d)  Allocation  of  quotas  would  be  on  the  following  basis: 

(1)  Any  increase  in  production  above  the  base  period  would  be 
allocated  on  the  basis  of  application  and  appraisal  of  growers  by  local 
committees  of  growers  appointed  by  the  Secretary  of  Agriculture. 

(2)  The  quota  of  any  deceased  producer  would  go  to  his  inheritors: 
Provided,  That  when  inheritors  do  not  make  use  of  the  quota,  said  quota 
would  be  returned  to  the  local  office  of  the  United  States  Department  of 
Agriculture  for  allocation  to  new  producers. 

(3)  Quotas  of  other  persons  who  discontinue  to  be  producers,  as 
herein  defined,  shall  be  allocated  to  new  producers.  Quotas  are  not 
saleable  and  do  not  go  with  the  business  or  the  land. 

Sec.  7.  (a)  If  the  Secretary  finds  that  any  marketing  program  so 
submitted  to  the  Secretary  is  in  conformity  with  the  provisions  of  this 
Act  and  will  tend  to  promote  the  purposes  of  said  Act,  the  Secretary 
shall  cause  the  text  of  such  proposed  marketing  program  to  be  pub- 
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EXHIBIT   5 

ORDERLY  MARKETING  AND  SUPPLY  OF  TURKEYS 
AND  TURKEY  PRODUCTS 


[H.  R.  5561,  85th  Cong.,  1st  sess.] 

A  BILL  To  provide  for  the  orderly  marketing  of  turkeys  and  to  assure 
consumers  an  adequate  supply  of  turkeys  and  turkey  products  of 
wholesome  quality 

Be  it  enacted  hy  the  Senate  and  House  of  Bepresentatives  of  the 
United  States  of  America  in  Congress  assembled,  That  this  Act  shall 
be  known  as  the  National  Turkey  Act. 

Sec.  2.  It  is  hereby  declared  to  be  the  policy  of  the  Congress, 
through  the  powers  conferred  upon  the  Secretary  of  Agriculture  by 
this  Act,  to  establish  and  maintain  orderly  marketing  conditions  for 
turkeys  produced  in  the  United  States,  and  for  the  products  thereof, 
and  to  assure  the  continuing  production  and  marketing  of  such  turkeys 
and  the  products  thereof  in  sufficient  quantities  and  of  such  grade, 
qualit}^,  and  condition  as  to  provide  adequately  for  the  requirements  of 
consumers. 

Sec.  3.  The  Secretary  of  Agriculture  is  authorized  to  administer 
the  provisions  of  this  Act  subject  to  the  conditions  set  forth  herein, 
and  for  such  purpose,  to  exercise  any  and  all  of  the  powers  conferred 
upon  him  by  law. 

Sec.  4.  The  powers  conferred  by  this  Act  shall  be  used  to  formu- 
late and  carry  out  marketing  programs  consistent  with  the  provisions 
of  the  Act.  Such  powers  shall  not  be  used  to  restrict  the  marketing 
of  turkeys  or  turkey  products  to  less  than  the  quantities  needed  to 
provide  for  the  reasonable  requirements  of  consumers.  Any  minimum 
standards  of  grade,  quality,  or  condition,  and  any  requirements  of 
inspection  or  labeling  established  pursuant  to  the  provision  of  this 
Act  or  any  marketing  program  issued  thereunder  shall  be  such  as  will 
protect  the  health  of  consumers  by  enabling  them  to  obtain  turkeys 
and  turkey  products  of  wholesome  quality. 

Sec.  5.  Upon  written  request  to  the  Secretary  by  producers  of 
turkeys,  the  Secretary  may  issue  for  consideration  at  a  public  hearing 
thereon,  any  marketing  program  for  turkeys  proposed  by  such  pro- 
ducers which  the  Secretary  finds  to  be  in  conformitj^  with  the  provi- 
sions of  this  Act  and  which  the  Secretary  believes  will  tend  to  effec- 
tuate the  purposes  of  this  Act. 

Sec.  6.  Any  marketing  program  so  submitted  to  the  Secretary 
shall  include  provisions,  or  authorization,  for  one  or  more  of  the 
following : 

(a)  The  promotion  of  the  consumption  of  turkeys  and  turkey  prod- 
ucts for  the  purpose  of  maintaining  existing  markets  and  creating  new 
and  larger  markets  for  turkeys  and  turkey  products ; 

(b)  The  dissemination  of  information  and  educational  matter,  to  the 
food  trade  and  to  consumers,  concerning  the  food  values  of,  and  meth- 
ods of  preparing  and  using  turkeys  and  turkey  products ; 
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(c)  The  carrying  on  of  research  and  survey  studies  in  produc- 
tion, processing,  distribution,  and  promotion  of  turkeys  and  turkey 
products ; 

(d)  The  establishment  and  maintenance  of  grade,  quality,  and  label- 
ing standards  in  the  marketing  of  turkeys  which  will  protect  the 
interests  of  both  the  consumers  and  the  producers  of  turkeys ; 

(e)  The  determination,  or  methods  for  the  determination,  of  the 
existence  and  the  extent  of  a  surplus  of  turkeys  or  of  any  grade,  size, 
or  quality  thereof,  during  a  specified  period  and  providing  for  the 
control  and  disposition  of  such  surplus  by  equalizing  the  burden  of 
such  surplus  elimination  control  among  the  producers  therof ; 

(f)  The  establishment,  or  methods  for  the  establishment,  of  reserve 
pools  of  turkeys  or  any  grade,  size,  or  quality  thereof,  and  providing 
for  the  equitable  distribution  of  the  net  return  derived  from  the  sale 
thereof  among  the  persons  beneficially  interested  therein :  Provided, 
That  no  such  stabilization  pool  shall  be  established  which  would  have 
the  effect  of  leaving  available  for  marketing  a  quantity  of  turkeys  less 
than  that  which  is  reasonably  necessary  to  meet  market  requirements; 

(g)  The  limitation,  or  methods  for  the  limitation,  of  the  total  quan- 
tity of  turkeys,  or  any  grade,  size,  or  quality,  which  may  be  marketed 
during  any  specified  period  by  all  producers; 

(h)  The  allotting,  or  methods  for  allotting,  the  quantity  of  turkeys 
or  any  grade,  size,  or  quality  thereof,  which  each  producer  may  market, 
during  any  specified  period,  under  a  uniform  rule  based  upon  the  quan- 
tity marketed  by  each  producer  in  such  prior  period  as  the  Secretary 
determines  to  be  representative,  or  upon  the  current  quantities  avail- 
able for  marketing  by  each  producer,  or  both,  to  the  end  that  the  total 
quantity  thereof  to  be  marketed  during  such  specified  period  shall 
be  apportioned  equitably  among  producers. 

Sec.  6A.  Producer  quotas  and  allotments  shall  be  made  in  accord- 
ance with  the  following: 

(a)  The  marketing  quotas  for  any  season  shall  not  limit  production 
below  the  average  of  the  three  seasons  prior  to  such  season. 

(b)  Quotas  of  individual  producers  shall  be  based  on  the  same  base 
period  as  outlined  immediately  above  in  section  6A   (a). 

(c)  Allocation  of  quotas  would  be  made  at  the  local  office  level  of 
the  United  States  Department  of  Agriculture. 

(d)  Allocation  of  quotas  would  be  on  the  following  basis: 

(1)  Any  increase  in  production  above  the  base  period  would  be 
allocated  on  the  basis  of  application  and  appraisal  of  growers  by  local 
committees  of  growers  appointed  by  the  Secretary  of  Agriculture. 

(2)  The  quota  of  any  deceased  producer  Avould  go  to  his  inheritors: 
Provided,  That  when  inheritors  do  not  make  use  of  the  quota,  said  quota 
would  be  returned  to  the  local  office  of  the  United  States  Department  of 
Agriculture  for  allocation  to  new  producers. 

(3)  Quotas  of  other  persons  who  discontinue  to  be  producers,  as 
herein  defined,  shall  be  allocated  to  new  producers.  Quotas  are  not 
saleable  and  do  not  go  with  the  business  or  the  land. 

Sec.  7.  (a)  If  the  Secretary  finds  that  any  marketing  program  so 
submitted  to  the  Secretary  is  in  conformity  with  the  provisions  of  this 
Act  and  will  tend  to  promote  the  purposes  of  said  Act,  the  Secretary 
shall  cause  the  text  of  such  proposed  marketing  program  to  be  pub- 
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lished  in  the  Federal  Register.  Coincident  with  such  application,  the 
Federal  Register  shall  contain  a  notice  by  the  Secretary  of  the  time 
and  place  of  a  public  hearing,  to  be  held  in  each  region,  upon  said 
proposed  marketing  program.  Such  hearings  shall  not  be  held  before 
ten  days  after  such  publication  of  such  notice  thereof. 

(b)  The  Secretary  shall  also  mail  to  each  producer  of  turkeys,  whose 
name  and  address  are  of  record  with  the  Secretary,  a  copy  of  the 
proposed  marketing  program  and  a  notice  of  the  time  and  place  of 
public  hearing  to  be  held  thereon. 

(c)  In  the  event  the  Secretary  finds  that  he  does  not  have  an  ade- 
quate list  of  the  names  and  addresses  of  producers  of  turkeys,  the 
Secretary  is  authorized  to  issue  a  notice  requiring  each  handler  of 
turkeys  to  supply  the  following  information  to  the  Secretary : 

(1)  The  name  and  address  of  such  handler; 

(2)  The  name  and  address  of  each  producer  from  whom  such 
handler  received  turkeys  for  marketing  in  the  marketing  season 
next  preceding  the  date  of  the  report ; 

(3)  The  number  or  weight  of  the  turkeys  so  received  from  each 
producer. 

Any  notices  so  issued  by  the  Secretary  shall  be  published  in  the 
Federal  Register  not  later  than  fifteen  days  prior  to  the  time  speicfied 
for  filing  such  reports.  The  Secretary  shall  mail  a  copy  of  such  notice 
to  each  handler  whose  name  and  address  are  of  record  with  the  Sec- 
retary. 

(d)  From  the  reports  received  from  handlers,  and  information  other- 
wise available  to  the  Secretary,  including  any  proper  corrections,  the 
Secretary  shall  prepare  a  list  of  the  names  and  addresses  of  producers 
of  turkeys  who  would  be  directly  affected  by  the  proposed  marketing 
program. 

Sec.  8.  Each  handler  of  turkeys  shall  file  with  the  Secretary,  within 
the  time  specified  by  the  Secretary,  any  report  requested  by  the  Sec- 
retary pursuant  to  section  7  (c).  Failure  or  refusal  of  any  handler  to 
file  any  such  report  shall  not  invalidate  any  proceeding  taken,  or 
marketing  program  issued,  pursuant  to  the  provisions  this  Act.  The 
Secretary  is  authorized  to  proceed  upon  the  basis  of  such  information 
as  otherwise  may  be  available. 

Sec.  9.  The  information  contained  in  the  report  of  any  handler, 
submitted  to  the  Secretary  pursuant  to  the  provisions  of  section  7  (c), 
shall  not  be  made  public  by  the  Secretary  in  such  form  but  the  informa- 
tion contained  therein  may  be  prepared  in  combined  form  for  use  by 
the  Secretary,  his  agents,  and  other  interested  persons,  in  the  formula- 
tion, administration,  and  enforcement  of  a  marketing  program.  Such 
information  may  be  made  available  pursuant  to  court  order  but  shall 
not  be  made  available  to  anyone  for  private  purpose. 

Sec.  10.  At  any  hearing  held  by  the  Secretary  upon  a  marketing 
program  submitted  to  the  Secretary  in  accordance  Avith  the  provisions 
of  this  Act  all  testimony  shall  be  received  under  oath  and  a  complete 
record  of  all  proceedings  at  such  hearing  shall  be  made  and  maintained 
on  file  by  the  Secretary.  At  such  hearing  the  Secretary  shall  receive,  in 
addition  to  other  necessary  and  relevant  matters,  testimony  and  evi- 
dence upon  the  matters  set  forth  in  section  11  of  this  Act  and  testimony 
and  evidence  with  respect  to  the  accuracy  and  sufficiency  of  the  lists 
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Oil  file  with  the  Secretary  whieh  show  the  names  of  producers  who 
would  be  directly  affected  by  the  provisions  of  the  proposed  marketing 
program. 

Sec.  11.  After  notice  and  opportunity  for  hearings  upon  a  proposed 
marketing  program  as  provided  in  this  Act,  the  Secretary  shall  issue 
such  program  for  the  approval  or  disapproval  of  producers,  who  would 
be  directly  aft'ected  by  such  program,  provided  the  Secretary  finds  with 
respect  to  such  program  : 

(a)  That  such  provisions  are  necessary  in  order  to  effect  a  reason- 
able correlation  of  the  supply  of  turkeys  with  market  demands  therefor 
and  that  such  marketing  program  or  amendments  thereto  will  tend  to 
reestablish  or  maintain  a  level  of  prices  for  turkeys  which  will  provide 
a  purchasing  power  for  turkey  producers  adequate  to  maintain  in  the 
business  of  producing  turkeys  such  number  of  producers  as  is  required 
to  provide  a  supply  of  the  quantities  and  qualities  of  turkeys  necessary 
to  fulfill  the  normal  requirements  of  consumers. 

(b)  That  such  program  will  tend  to  effectuate  the  purposes  of  this 
Act  within  the  applicable  limitations  and  restrictions  thereof. 

(c)  That  the  provisions  are  reasonably  calculated  to  attain  the 
objectives  sought  in  such  program. 

(d)  That  the  interests  of  consumers  of  turkeys  and  turkey  products 
would  be  protected  in  that  the  powers  of  this  Act  would  be  exercised 
only  to  the  extent  necessary  to  attain  such  objectives. 

In  making  the  findings  with  respect  to  any  or  all  of  the  objectives 
set  forth  in  this  section,  the  Secretary  shall,  w^henever  any  or  all  of 
the  following  economic  factors  are  relevant,  take  into  consideration  any 
and  all  facts  available  to  him  with  respect  thereto  : 

(a)  The  quantity  of  turkeys  available  for  distribution. 

(b)  The  quantity  of  turkeys  normally  required  by  consumers. 

(c)  The  cost  of  producing  turkeys  as  determined  by  available  sta- 
tistics and  surveys. 

(d)  The  purchasing  power  of  consumers,  as  indicated  by  reports  and 
indexes. 

(e)  The  level  of  prices  of  other  commodities  which  compete  with,  or 
are  utilized  as,  substitutes  for  turkey. 

(f)  The  level  of  prices  of  other  commodities,  services,  and  articles 
which  turkey  producers  commonly  buy. 

Sec.  12.  (a)  In  submitting  any  such  program  for  the  approval  or 
disapproval  of  producers,  the  Secretary  shall  mail  to  each  producer  of 
record  with  the  Secretary,  and  who  would  be  directly  affected,  a  copy 
of  such  proposed  program  together  with  a  ballot  form  upon  which  such 
producer  may  register  his  approval  or  disapproval.  The  Secretary  shall 
announce  the  period  in  which  such  referendum  shall  take  place  and  the 
final  date  for  mailing  such  ballots.  In  conducting  such  referendum  the 
Secretary  may  utilize  any  personnel  and  facilities  of  the  Department 
of  Agriculture,  or  of  any  State  agency  receiving  funds  from  Federal 
appropriations. 

(b)  At  the  conclusion  of  such  referendum  the  Secretary  shall  check 
and  count  all  ballots  filed  by  producers.  If  upon  completion  of  such 
count  the  Secretary  finds  that  the  proposed  program  has  been  assented 
to  by  not  less  than  two-thirds  of  the  producers  voting  in  such  referen- 
dum who  would  be  directly  affected  by  such  program,  the  Secretary 
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shall  be  authorized  to  make  such  marketing  program  effective  upon  all 
producers. 

Sec.  13.  (a)  An  advisory  board  shall  be  established  to  assist  and 
advise  the  Secretary  in  the  administration  of  any  and  all  programs 
established  pursuant  to  the  provisions  of  this  Act.  Producer  representa- 
tion on  the  advisory  board  shall  be  by  regions  Avith  each  region  having 
equal  producer  membership  on  said  board.  The  producer  members  of 
any  such  board  and  the  alternate  members  thereof  shall  be  apopinted 
by  the  Secretary  from  nominations  made  by  producers  in  each  region 
and  shall  hold  office  at  the  pleasure  of  the  Secretary.  The  total  number 
of  members  of  any  such  board  shall  be  such  number  as  the  Secretary 
finds  necessary  to  give  proper  representation  to  the  producers  of  each 
region.  At  least  65  per  centum  of  the  members  of  said  board  shall  be 
producers  and  the  remaining  members  shall  be  handlers  or  producers 
in  allied  industries.  Allied  industry  representation  shall  be  accomplished 
by  appointments  being  made  by  the  Secretary  without  regard  to  regions. 
Members  and  alternate  members  of  the  advisory  board  shall  hold  office 
for  a  period  of  two  years  and  until  their  successors  have  been  appointed 
and  qualified.  The  number  of  persons  on  any  advisory  board  shall  be 
specified  in  the  particular  marketing  program  concerned. 

(b)  The  regions  of  the  United  States  shall  be  delineated  as  follows : 
Northeastern  region:  Shall  include  the  States  of  Pennsylvania,  West 

Virginia,  Virginia,  North  Carolina,  South  Carolina,  and  all  States  east 
and  north  of  said  States  to  the  Atlantic  Ocean  and  to  the  Canadian 
border. 

Central  eastern  region :  Shall  include  the  States  of  Wisconsin,  Illinois, 
Missouri,  Tennessee,  Mississippi,  and  all  States  east  of  said  States  not 
included  in  the  northeastern  region. 

North  central  region :  Shall  include  the  States  of  North  Dakota,  Min- 
nesota, and  Iowa. 

Western  region :  Shall  include  the  States  of  Oregon,  California,  and 
Nevada. 

Central  western  region :  Shall  include  all  States  not  included  in  any 
of  the  four  other  regions. 

(c)  No  member  of  any  such  board  shall  receive  a  salary,  but  each 
shall  be  entitled  to  his  expenses  incurred  while  engaged  in  performing 
his  duties  herein  authorized.  The  Secretary  may  authorize  such  board 
to  enter  into  contract  or  agreements;  to  employ  necessary  personnel 
including  attorneys  engaged  in  the  private  practice  of  the  law ;  fix  their 
compensation  and  terms  of  employment ;  and  to  incur  such  expenses,  to 
be  paid  by  the  advisory  board  from  moneys  collected  as  herein  provided, 
as  the  Secretary  may  deem  necessary  and  proper  to  enable  such  board 
properly  to  perform  its  duties  as  authorized  herein.  The  duties  of  any 
such  board  shall  be  administrative  only  and  may  include  only  the 
following : 

(1)  Subject  to  the  approval  of  the  Secretary  to  administer  such 
marketing  program. 

(2)  To  recommend  to  the  Secretary  administrative  rules  and  regula- 
tions relating  to  the  marketing  program. 

(3)  To  receive  and  report  to  the  Secretary  complaints  of  violations 
of  the  marketing  program. 


REPORT  ON  AGRICULTURAL  AND  LIVESTOCK  PROBLEMS  73 

(4)  To  recommend  to  the  Secretary  amendments  to  the  marketing 
program. 

(5)  To  assist  the  Secretary  in  the  assessment  of  members  of  the  in- 
dustry and  in  the  collection  of  funds  to  cover  expenses  incurred  by  the 
board  in  the  administration  of  the  marketing  program. 

(6)  To  assist  the  Secretary  in  the  collection  of  such  necessary  infor- 
mation and  data  as  the  Secretary  may  deem  necessary  to  the  proper 
administration  of  this  Act. 

(c)  In  addition  to  the  advisory  board,  there  may  be  established  one 
or  more  special  committees  or  subcommittees  to  assist  the  advisory 
board  in  carrying  out  its  duties  and  functions.  Upon  approval  of  the 
Secretary,  the  advisory  board  may  establish  committees  or  subcommit- 
tess  to  earrj^  out  assigned  duties  and  functions  and  may  designate  the 
members  or  alternate  members  of  the  board  to  serve  upon  such  com- 
mittees. If  the  marketing  program  so  authorizes,  or  upon  recommen- 
dation of  the  board,  the  Secretary  may  authorize  the  establishment  of 
special  committees  or  subcommittees  of  persons  who  may  or  may  not 
be  members  or  alternate  members  of  the  board  to  perform  specific 
duties  and  functions :  Provided,  That  the  members  and  alternate  mem- 
bers of  any  such  special  committee  or  subcommittee  shall  be  appointed 
by  the  Secretary. 

Any  action  of  any  committee,  special  committee  or  subcommittee  of 
the  board  shall  be  subject  to  final  approval  by  the  board.  Members  and 
alternate  members  of  any  committee,  special  committee  or  subcommittee 
whether  by  appointment  or  approval  of  the  Secretary  shall  be  entitled 
to  reimbursement  for  expenses  incurred  while  acting  in  their  authorized 
capacities. 

ASSESSMENT,  COLLECTION,  AND  EXPENDITURES 
OF  MONEYS 

Sec.  14.  (a)  Each  marketing  program  issued  by  the  Secretary 
hereunder  shall  provide  for  the  assessment  and  collection  of  moneys 
to  defray  the  expenses  of  carrying  out  the  provisions  authorized  in 
such  marketing  program.  Any  such  assessment  shall  be  levied  upon  the 
units  in  which  turkeys  are  commonly  marketed  or  upon  some  other 
uniform  and  equitable  basis.  The  assessment  rate  to  defray  the  expenses 
of  all  types  of  activity  authorized  in  this  Act  shall  not  exceed  4  per 
centum  of  the  average  annual  farm  value  of  turkeys  marketed  during 
the  three  preceding  marketing  seasons  as  computed  by  the  United 
States  Department  of  Agriculture.  The  advisory  board  shall  recommend 
to  the  Secretary  and  the  Secretary  may  approve  the  portions  of  the 
total  assessments  collected  for  all  purposes  that  may  be  expended  by  the 
board  for  each  authorized  activity. 

(b)  Each  marketing  program  shall  show  the  maximum  assessment 
rate  for  which  producers  may  be  held  liable  for  payment.  The  advisory 
board  shall,  each  marketing  season,  submit  to  the  Secretary,  a  proposed 
budget  of  expenses  for  carrying  out  the  provisions  of  the  program  with 
which  it  is  concerned  and  also  recommend  the  assessment  rate  necessary 
to  provide  adequate  moneys  for  such  proposed  expenses. 

(c)  If  the  Secretar}^  finds  that  such  budget  and  rate  of  assessment 
are  proper  and  equitable  and  will  tend  to  provide  adequate  moneys  to 
defray  the  necessary  expenses  of  such  program,  he  may  approve  the 
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same  and  order  that  each  producer  shall  he  so  assessed  and  liable  for 
the  payment  of  such  assessment. 

(d)  The  advisory  hoard  shall  be  responsible  for  collecting  the  assess- 
ments authorized  hereunder  and  for  the  proper  depositing,  handling, 
and  expenditure  thereof,  pursuant  to  fiscal  rules  and  regulations  pro- 
mulgated by  the  Secretary  applicable  to  all  such  marketing  programs 
issued  pursuant  to  this  Act.  The  advisory  board  shall  maintain  proper 
books  and  records  reflecting  its  operations  hereunder,  and  such  books 
and  records  of  the  advisory  board  may  be  audited  by  the  Secretary 
at  any  time. 

(e)  Even  though  a  marketing  program  applies  only  to  producers,  the 
handlers  of  turkeys  shall  assist  the  Secretary  and  the  advisory  board 
in  the  collection  of  any  assessments  levied  thereunder  by  deducting 
such  assessments  from  any  proceeds  for  turkeys  owned  by  such  handler 
to  each  producer  and  paying  such  assessments  to  the  board  and  by 
furnishing  to  the  Secretary  such  other  information  and  data  relating  to 
operations  under  such  program  as  the  Secretary  finds  are  essential  to 
the  sound  and  proper  administration  of  such  program.  Such  require- 
ments shall  not  be  construed  to  directly  affect  handlers. 

(f)  Any  moneys  remaining,  and  uncommitted  at  the  close  of  any 
fiscal  year,  may  be  refunded  pro  rata  to  all  producers  from  whom  such 
moneys  were  collected  or  upon  recommendation  of  the  advisory  board 
and  with  the  approval  of  the  Secretary,  such  moneys  may  be  carried 
over  into  the  following  fiscal  year,  provided  that  upon  termination  of 
any  marketing  program  all  moneys  so  remaining  shall  be  refunded  on 
a  pro  rata  basis  to  all  persons  from  whom  such  moneys  were  collected. 

ENFORCEMENT 

Sec.  15.  (a)  Any  assessment  levied  by  the  Secretary  pursuant  to 
any  marketing  program  issued  hereunder  shall  constitute  a  personal 
debt  of  each  producer  of  turkeys  so  assessed  and  shall  be  due  and 
payable  to  the  advisory  board  when  payment  is  called  for  by  the  board. 
In  the  event  of  failure  by  any  producer  so  assessed  to  pay  any  such 
assessment  when  called  for  by  the  board,  the  Secretary  may  file  a  com- 
plaint against  such  person  or  persons  in  a  court  of  competent  juris- 
diction for  the  collection  thereof. 

(b)  In  the  event  any  producer  duly  assessed  pursuant  to  the  pro- 
visions of  this  Act  fails  to  pay  the  amount  so  assessed  on  or  before  the 
date  specified  by  the  Secretary,  the  Secretary  is  authorized  to  add  to 
such  unpaid  assessment  an  amount  not  exceeding  10  per  centum  of 
such  unpaid  assessment  to  defray  the  cost  of  enforcing  the  collection 
of  such  unpaid  assessment. 

(c)  Any  person  who  violates  any  provision  of  this  Act  or  any  mar- 
keting program  duly  issued  by  the  Secretary  hereunder  or  who  fails 
or  refuses  to  pay  any  assessment  duly  imposed  by  the  Secretary  here- 
under shall  be  lable  civilly  for  an  amount  not  exceeding  $500  for  each 
separate  instance  of  violation  or  failure  or  refusal  to  pay.  Any  moneys 
recovered  hereunder  shall  be  deposited  to  the  credit  of  the  marketing 
program  concerned. 

(d)  The  several  district  courts  of  the  United  States  are  vested  with 
jurisdiction  specifically  to  enforce,  and  to  prevent  and  restrain  any 
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person  from  violating  any  provision  of  any  marketing  program  duly 
issued  by  the  Secretary  hereunder. 

(e)  Upon  request  of  the  Secretary  of  Agriculture  it  shall  be  the  duty 
of  the  several  district  attorneys  of  the  United  States  and  Territories 
thereof  in  their  respective  districts,  under  the  direction  of  the  Attorney 
General,  to  institute  proceedings  to  enforce  the  remedies  and  to  collect 
the  forfeitures  provided  for  in  this  section.  "Whenever  the  Secretary, 
or  such  officer  or  employee,  as  he  may  designate  for  that  purpose,  has 
reason  to  believe  that  any  producer  or  handler  is  violating  any  provision 
of  this  Act  or  of  any  marketing  program  issued  by  the  Secretary  here- 
under, the  Secretary  shall  have  power  to  institute  an  investigation  and, 
after  due  notice  to  any  such  person,  to  conduct  a  hearing  to  ascertain 
the  facts  for  the  use  of  the  Attorney  General  in  determining  whether 
a  violation  has  occurred. 

REGIONAL  APPLICATION 

Sec.  16.  No  marketing  program  shall  be  issued  and  made  effective 
by  the  Secretary  unless  is  applies  upon  all  producers  of  turkeys, 
directly  affected  by  such  marketing  program,  of  a  like  class  who  are 
engaged  in  the  specific  marketing  activity  or  activities  regulated  by 
such  jDrogram  within  the  area  or  district  specifiied  in  such  program : 
Provided,  That  programs  issued  by  the  Secretary  pursuant  to  this  Act 
shall  be  limited  in  their  application  to  the  smallest  regional  production 
or  marketing  areas,  as  the  case  may  be,  which  the  Secretary  finds  prac- 
ticable, consistent  with  carrying  out  the  purposes  and  provisions  of 
this  Act. 

BOOKS  AND  RECORDS:  DISCLOSURE  OF  INFORMATION 

Sec.  17.  (a)  All  producers  and  handlers  of  turkeys,  whenever  any 
marketing  program  is  issued  by  the  Secretary  hereunder,  small  main- 
tain books  and  records  adequate  to  reflect  their  operations  hereunder 
and  shall  furnish  to  the  Secretary,  as  may  be  called  for  from  time  to 
time  by  the  Secretary,  reports  covering  such  operations.  For  the  pur- 
pose of  ascertaining  the  correctness  of  any  such  reports  or  for  the 
purpose  of  obtaining  the  necessary  information  in  the  event  of  failure 
to  furnish  the  information  requested,  the  Secretary  is  authorized  to 
examine  anj^  such  books  and  records  relating  to  such  operations. 

(b)  Any  such  information  so  obtained  by  the  Secretary,  his  agents, 
or  the  advisory  board  concerned,  shall  be  kept  strictly  confidential 
and  shall  not  be  disclosed,  except  in  such  form  that  the  identity  of 
any  producer  or  handler  will  not  be  revealed,  or  upon  order  of  the 
court.  Any  officer  or  employee  violating  the  provisions  of  this  section 
shall  upon  conviction,  be  subject  to  a  fine  of  not  more  than  $1,000  and 
shall  be  removed  from  office. 

APPLICATION  TO  OTHER  PERSONS 

Sec.  18.  (a)  It  shall  be  a  violation  of  this  Act  for  any  producer 
or  handler  of  turkeys,  whenever  any  marketing  program  is  issued  by 
the  Secretary  hereunder,  to  willfully  render  or  furnish  to  the  Secre- 
tary a  false  or  fraudulent  report,  statement  or  record  in  response  to 
a  request  by  the  Secretary. 


76  REPORT  ON  AGRICULTURAL  AND  LIVESTOCK  PROBLEMS 

(b)  It  shall  be  a  violation  of  this  Act  for  any  person  engaged  in  the 
processing  or  handling  of  turkeys  which  are  regulated  by  a  marketing 
program  hereunder  or  any  person  engaged  in  the  retail  trade  thereof, 
to  fail  or  refuse  to  furnish  to  the  Secretary  upon  request,  the  names  and 
addresses  of  any  producers  from  whom  he  has  received  such  agricul- 
tural commodity  and  the  quantities  thereof  for  the  periods  requested 
by  the  Secretary. 

LIMITATION  OF  LIABILITY 
Sec.  19.  The  members  and  alternate  members  of  any  advisory  board 
and  members  and  alternate  members  of  any  committees  or  subcom- 
mittees appointed  by  the  Secretary  and  any  employees  of  any  such 
boards  or  committees  shall  not  be  held  liable  individually  in  any  Avay 
whatsoever  to  any  producer  or  handler  or  any  other  person  for  errors 
in  judgment,  mistakes,  or  other  acts,  either  of  commission  or  omission, 
as  principal,  agent,  person,  or  employee,  except  for  their  own  individual 
acts  of  dishonesty  or  crime.  No  such  person  or  employee  shall  be  held 
responsible  for  any  act  or  omission  of  any  other  such  person.  The  lia- 
bility of  the  members  and  alternate  members  of  any  such  boards  and 
committees  shall  be  several  and  not  joint  and  no  such  jDerson  shall  be 
liable  for  the  default  of  any  other  such  person. 

COORDINATION  AND  COOPERATION  WITH  STATE 
AGENCIES 

Sec.  20.  In  the  event  the  Secretary  finds  that  it  will  tend  to  effec- 
tuate the  purposes  of  this  Act  the  Secretary  shall  confer  and  cooperate 
with  the  duly  constituted  authorities  in  the  several  States  in  which 
similar  legislation  and  marketing  progran^s  are  authorized  or  in  effect 
and  the  Secretary  is  authorized  and  directed,  wherever  feasible  and 
consistent  with  this  Act,  to  issue  marketing  programs  hereunder  which 
coordinate  with  such  State  programs,  so  as  to  avoid  duplication  of 
assessments  and  administration  and  any  such  programs  may  be  coordi- 
nated with  any  existing  Federal  or  State  regulatory  programs. 

SEPARABILITY 

Sec.  21.  If  any  any  section,  sentence,  clause,  or  part  of  this  Act 
is  held  to  be  unconstitutional,  or  the  applicability  thereof  to  any  person, 
circumstances,  or  commodity  is  held  invalid,  the  validity  of  the  re- 
mainder of  this  Act  and  of  the  applicability  thereof  to  other  persons, 
circumstances,  or  commodities  shall  not  be  affected  thereby. 

RETAILERS 

Sec.  22.  The  provisions  of  this  Act  shall  not  be  applicable  upon 
retailers  of  turkeys  except  and  to  the  extent  that  any  retailer  also 
engages  in  the  operations  of  a  handler  as  defined  in  this  Act. 

APPOINTMENT  OF  EMPLOYEES 

Sec.  23.  The  Secretary  of  Agriculture  may  appoint  such  officers, 
employees,  and  experts  as  are  necessary  to  execute  the  functions  vested 
in  him  by  this  Act;  and  the  Secretary  may  make  such  appointments 
without  regard  to  the  civil-service  laws  or  regulations.  The  Secretary 
is  authorized  to  designate  and  authorize  any  person  or  persons,  includ- 
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iug  officers  and  employees  of  the  Department  of  Agriculture,  to  act 
as  his  agent  or  agents  with  respect  to  the  administration  and  enforce- 
ment of  the  provisions  of  this  Act  and  the  provisions  of  any  marketing 
program  issued  hereunder, 

RUIiES  AND  REGULATIONS 

Sec.  24.  The  Secretary  of  Agriculture  is  authorized  to  promulgate, 
issue,  and  enforce  necessary  administrative,  operating,  and  fiscal  rules 
and  regulations  which  he  finds  are  necessary  to  carrj^  out  the  provisions 
of  this  Act  or  of  any  marketing  program  issued  and  made  effective 
hereunder. 

SUSPENSION,  TERMINATION,  OR  AMENDMENT 

Sec.  25.  The  Secretary  shall  suspend  or  terminate  any  provision 
of  any  marketing  program  if  he  finds  that  such  provision  is  unlawful 
or  inconsistent  with  or  contrary  to  the  purposes  and  provisions  of 
this  Act.  The  Secretary  may,  upon  request  of  the  advisory  board  con- 
cerned, or  upon  petition  of  a  representative  group  of  producers  directly 
affected,  call  a  public  hearing  in  each  region  to  consider  the  suspension, 
termination,  or  amendment  of  any  provision  of  any  marketing  program. 
If,  after  such  public  hearings,  the  Secretary  finds  that  any  such  pro- 
vision is  contrary  to  or  does  not  tend  to  efrectuate  the  declared  purposes 
of  this  act,  he  may  suspend,  terminate,  or  amend  such  provision. 

Sec.  26.  There  is  hereby  authorized  to  be  appropriated  out  of  any 
money  in  the  Treasury  not  otherwise  appropriated  an  amount  not 
exceeding  $80,000  to  be  available  to  the  Secretary  for  expenses  in- 
curred in  the  promulgation  and  issuance  of  any  marketing  program 
established  pursuant  to  this  Act.  The  funds  so  appropriated  shall  not 
be  available  for  the  payment  of  the  expenses  of  administering  any 
operating  provisions  of  a  marketing  program  issued  pursuant  to  the 
terms  of  this  Act. 

DEFINITIONS 

Sec.  27.  As  used  in  this  Act  the  following  terms  shall  have  the 
meanings  as  set  forth  herein : 

(a)  "The  Secretary"  means  the  Secretary  of  Agriculture  of  the 
United  States. 

(b)  "Person"  means  an  individual,  firm,  corporation,  association, 
partnership,  or  other  business  unit  and  shall  include  any  agency  of 
any  State  or  agency  of  the  Federal  Government  which  engages  in  any 
commercial  activity  regulated  by  any  marketing  program  issued  pur- 
suant to  the  provisions  of  this  Act. 

(c)  "Producer"  or  "primary  producer"  are  synonymous  and  mean 
any  person  whose  only  financial  interest  in  the  turkey  industry  is  only 
in  the  direct  commercial  production  of  not  less  than  one  hundred 
turkeys  for  marketing  as  meat  birds. 

(d)  "Producer  in  allied  industries"  means  any  person  whether  or 
not  a  primary  producer  who  is  engaged  in  manufacturing  or  prepara- 
tion of  feed  for  turkeys,  producing  turkey  hatching  eggs,  hatching 
turkey  eggs,  selling  and  distributing  turkey  poults,  or  any  other 
activity  related  directly  to  the  production  or  marketing  of  turkeys 
as  meat  birds. 
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(e)  "Handler"  means  any  person  engaged  in  the  bnsiness  of  proc- 
essing or  distributing  turkeys  for  consumption  as  meat  birds. 

(f)  "Retailer"  means  any  person  who  purchases  or  acquires  turkeys 
for  resale  at  retail  to  the  general  public  for  consumption  off  the  prem- 
ises but  such  person  shall  also  be  included  in  the  definition  of  "han- 
dler" to  the  extent  that  he  engages  in  the  business  of  a  handler  as 
defined  herein. 

(g)  "Turkeys"  means  any  and  all  varieties  of  turkeys  produced 
in  the  United  States,  its  Territories,  possessions,  or  in  the  District  of 
Columbia. 

(h)  "Directly  affected"  and  "directly  regulated"  are  synonymous 
and  mean  the  direct  application  upon  any  person  of  regulations  issued 
pursuant  to  this  Act  or  any  marketing  program  issued   thereunder. 

(i)  "Marketing  season"  means  a  period  of  twelve  consecutive 
months  established  pursuant  to  a  marketing  program. 
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EXHIBIT  6 

ORGANIZATION  AND  OPERATION  OF  CO-OPERATIVE  EGG  MARKETING 
AND  FEED  PURCHASING  ASSOCIATION  AS  MENTIONED  BY  MR.  Mc- 
CALL,  CHAIRMAN,  TULARE  COUNTY  FARM  BUREAU  POULTRY  DEPART- 
MENT BEFORE  JOINT  INTERIM  COMMITTEE  ON  LIVESTOCK  AND  AGRI- 
CULTURAL PROBLEMS  (FRESNO  MEETING  NOVEMBER  7,   1957) 

The  co-operative  associations  referred  to  by  Mr.  MeCall  are  comprised 
of  producers  who  are  aware  of,  and  want  to  avail  themselves  of  the  ad- 
vantao-es  of  co-operative  marketing  and  purchasing.  The  number  of 
members  in  each  association  varies  greatly.  The  average  membersliip  is, 
however,  usually  small  (5-30). 

Thej'  are  organized  under  Chapter  4  of  Division  6  of  the  Agricultural 
Code  of  the  State  of  California.  They  are  nonprofit  associations  oper- 
ated solely  for  the  benefit  of  their  members.  The  primary  purpose  is  to 
render  efficient,  intelligent,  and  orderly  marketing  and  purchasing  serv- 
ice for  the  members  and  to  achieve  and  maintain  stabilized  production 
of  high  quality  poultry  and  poultry  products  produced  by  the  members. 

Any  persoji  who  is  engaged  in  the  production  of  poultry  or  poultry 
products  within  a  reasonable  distance  from  the  office  of  the  individual 
association  and  who  is  approved  for  membership  by  the  board  of  di- 
rectors is  eligible  for  membership  in  the  association. 

Any  eligible  person  may  become  a  member  of  an  association  by  agree- 
ing to  the  bj'laws  and  signing  a  marketing/and  or  purchasing  contract 
and  meeting  such  other  conditions  as  may  be  prescribed  by  the  board  of 
directors. 

The  voting  rights  of  the  members  are  equal  regardless  of  size  and 
each  member  is  entitled  to  one  vote  only.  The  business  of  the  association 
is  supervised  and  controlled  by  a  board  of  directors,  usually  consisting 
of  five  members,  which  are  elected  by  the  members  for  a  specified  term. 

For  the  purpose  of  handling  the  operating  expenses  of  an  association, 
a  revolving  fund  account  is  usually  set  up  on  the  association's  books.  At 
the  end  of  a  specified  period  of  time,  usually  not  in  excess  of  six  months, 
the  board  of  directors  determines  what  moneys  in  the  revolving  fund 
will  not  be  needed  by  the  association,  and  this  amount  is  returned  to 
the  members  on  a  pro  rata  basis. 

The  individual's  competitive  position  is  materially  increased  through 
his  participation  in  such  a  co-operative  association  because  of  the  con- 
tractual authority  of  the  association  and  the  volume  it  represents. 

To  better  understand  the  purpose  and  functions  of  these  associations, 
it  might  be  desirable  to  review  the  normal  operating  procedure. 

The  association  enters  into  a  contract  with  an  egg  buyer  agreeing  to 
deliver  to  the  buyer  all  of  the  eggs  produced  by  the  members  of  the 
association  with  a  mutually  agreed  upon  quality  factor,  at  a  base  price 
agreed  upon  by  both.  The  pajang  price  is  based  on  the  prices  quoted  by 
the  federal-state  market  nev/s  service  in  each  area. 

This  method  of  marketing  can  be  of  benefit  to  both  producer  and 
buyer.  First,  the  producer  has  an  assured  outlet  for  his  total  production 
and  he  knows  what  price  he  will  receive  for  the  eggs  of  a  given  quality 
that  he  produces.  As  an  example:  If  the  quality  of  the  eggs  produced 
by  him  are  equal  to  60  percent  AA  or  better,  he  knows  he  will  receive 
four  cents  below  the  price  quoted  for  large,  four  cents  below  the  quota- 


80  REPORT   ON  AGRICULTURAL  AND  LIVESTOCK  PROBLEMS 

tiou  for  medium,  and  five  cents  below  quotation  for  small.  (The  figures 
quoted  above  are  examples  only.)  Because  of  the  contractual  authority 
of  the  association,  the  block  of  eggs  produced  by  the  members  can  be 
contracted  to  the  highest  bidder.  Usually  there  are  several  dealers  or 
buyers  bidding  on  each  block  of  eggs.  The  acceptance  of  a  bid  usually 
results  in  a  five-year  contract  with  the  dealer,  with  a  yearly  cancellation 
clause  applicable  to  both  parties  included  in  the  contract. 

Now  on  the  other  hand,  the  buyer  benefits  in  that  he  is  assured  of  a 
constant  or  firm  supply  of  quality  eggs.  This  allows  him  to  expand  his 
business  or  at  least  regulate  his  operations  to  an  advantage,  and  sec- 
ondly, it  eliminates  the  unknown  quality  factor  as  it  relates  to  the  price 
paid  for  eggs. 

The  same  principle  holds  true  on  the  purchase  of  feed  by  the  associa- 
tion for  its  members.  The  members  agree  upon  a  basic  formula  for  their 
feed  and  the  accumulated  volume  is  bid  upon  by  several  feed  mills. 
Such  a  procedure  usually  results  in  the  cost  of  feed  being  reduced  to  the 
actual  cost  of  the  ingredients  plus  a  small  per-ton  milling  charge.  The 
producer  does  have  to  give  up  some  of  the  unnecessary  service  that 
would  normally  be  charged  against  the  feed. 

The  feed  mill  through  contractual  agreement  has  eliminated  the 
credit  loss  factor  for  all  business  done  with  the  association.  The  major- 
ity of  contracts  are  based  on  a  10-day  cash  payment  backed  by  the 
associations.  Most  of  the  business  done  with  the  association  is  by  phone, 
eliminating  the  expense  of  a  salesman,  etc. 

Most  producers  have  been  able  to  reduce  the  cost  of  their  feed  a  sub- 
stantial amount  through  this  process. 

At  the  present  time,  there  are  approximately  30  such  egg  marketing 
and  feed  purchasing  associations  in  operation.  Most  of  them  are  located 
iu  the  Southern  California  area  south  of  the  Tehachapi  Mountains. 
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EXHIBIT  7 

State  op  California 
Office  of  the  Legislative  Counsel 

Los  Angeles,  California,  November  4,  1957 

Honorable  Paul  L.  Byrne 

P.  0.  Box  937,  Chico,  California 

Poultry— #0520 

Dear  Senator  Byrne  :  Yon  have  asked  that  we  anah^ze  IL  R.  9380, 
introduced  in  the  1st  Session  of  the  85th  Congress,  entitled  "A  bill  to 
provide  for  stabilizing  the  broiler  and  egg  indnstries  by  instituting  a 
program  for  marketing  regulations." 

In  this  bill  the  Congress  finds  that  because  of  constantly  rising  over- 
production of  broilers  and  eggs  a  disruption  of  the  orderly  marketing  of 
tliese  products  in  interstate  commerce  impends  (Sees.  381A  and  382A). 
The  bill  is  divided  into  two  parts,  the  first  dealing  Avith  a  marketing 
program  for  the  broiler  industry  and  the  second  with  a  marketing  pro- 
gram for  the  egg  industry.  The  programs  are  separate  ones,  but  since 
the  general  scheme  is  the  same  for  both,  they  will  be  considered  to- 
gether in  the  following  paragraphs. 

The  Secretary  of  Agriculture  Avould  be  required  to  establish  a 
national  marketing  quota  for  broilers  and  eggs  during  October  of  each 
year  in  the  amount  necessary  to  meet  the  requirements  of  annual 
domestic  consumption,  including  in  the  determination  thereof  con- 
sideration of  financial  factors  affecting  the  price  of  these  commodities 
(Sees.  381B  and  382B).  The  national  quota  is  subject  to  a  producer 
referendum  and  may  be  rendered  ineifective  by  opposition  of  more  than 
one-third  of  the  producers  voting  (Sees.  381C  and  382C). 

The  National  Quota  is  to  be  apportioned  among  the  states  on  the 
basis  of  recent  history  of  productive  capacity,  and  reapportioned  by 
state  and  county  committees  until  marketing  quotas  are  established  for 
individual  producers  (Sees.  381D  and  382D).  Purchasing  certificates 
based  on  individual  marketing  quotas  are  to  be  issued  to  producers 
(Sees.  381E  and  382E),  and  persons  in  the  hatchery  business  are  re- 
quired to  acquire  such  certificates  upon  hatching  any  quantity  of 
broilers  or  baby  chicks,  under  penalty  of  payment  to  the  Secretary  of 
Agriculture  of  three  times  the  value  of  such  broilers  or  chicks  (Sees. 
381P  and  382F).  The  Secretary  of  Agriculture  may  prescribe  regula- 
tions relating  to  these  certificates  (Sees.  381G  and  382G). 

The  bill  also  provides  for  a  civil  penalty  of  forfeiture  to  the  United 
States  of  three  times  the  market  value  of  products  involved  in  violations 
of  the  provisions  of  the  bill  (Sees.  381H  and  382H),  and  requires  ap- 
propriate reports  and  records  under  penalty  of  a  maximum  fine  of 
$2,000  (Sees.  3811  and  3821). 
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A  Broiler  Advisory  Committee  and  an  Egg  Advisory  Committee 
would  be  established  in  the  Department  of  Agriculture  to  advise  the 
Secretary  of  Agriculture  in  the  administration  of  the  proo-rams  (Sees 
381Jand382J).  ^        ' 

Very  truly  yours, 

Ealph  N,  Kleps, 

Legislative  Counsel 

By  Alex  B.  Yakutis,  Deputy 
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EXHIBIT   8 

CALIFORNIA  LEGISLATURE,  1959  REGULAR   (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  34 

Introduced  by  Mr.  McCoUister 
January  6, 1959 


REFERRED  TO  COMMITTEE  ON  AGRICULTURE 


An  act  to  amend  Sections  375.8,  377.8,  and  1118  of  the  Agri- 
cultural Code,  relating  to  New  York  dressed  fowl. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section    375.8    of    the    Agricultural    Code    is 

2  amended  to  read : 

3  375.8.     •¥fee  provisions  e^  ^Mb  article  shall  become  operative 

4  Jul}^  ^7  1956,  except  thfrt  The  provisions  of  Section  377.4  shall 

5  not  apply  to  New  York  dressed  fowl  until  November  1,  1959 

6  1963 . 

7  Sec.  2.     Section  377.8  of  said  code  is  amended  to  read: 

8  377.8.     •¥he  provisions  e^  this  article  shall  become  operative 

9  Jul}^  47  1956,  except  thM  The  provisions  of  Section  377.4  shall 

10  not  apply  to  New  York  dressed  fowl  until  November  1,  1959 

11  1963.  Anything  in  this  article  to  the  contrary  notwithstand- 

12  ing,  any  inspection  required  by  this  article  shall  not,  as  to  New 

13  York  dressed  fowl,  require  or  be  construed  to  mean,  the  evis- 

14  ceration,  cutting,  or  any  internal  examination  thereof. 

15  Sec.  3.     Section  1118  of  said  code  is  amended  to  read: 

16  1118.     ¥he  provisions  o^  this  ai4iele  shall  become  operative 

17  J«ly  4^  1956.  The  provisions  of  Sections  1113  and  1114,  except 

18  those  requiring  that  poultry,  poultry  meat,  or  carcasses  be 

19  placed  in  classes  and  marked  to  show  the  class  of  poultry  meat, 

20  shall  not  apply  to  New  York  dressed  fowl  until  November  1, 

21  4^^  1963. 

LEGISLATIVE  COUNSEL'S  DIGEST 
A.  B.  34  as  introduced,  McCollister  (Agr.).  New  York  dressed  fowl. 
Amends  Sees.  375.8,  377.8  and  1118,  Ag.  C. 
Extends   from   November  1,   1959   to   November   1,   1963,   the  exemption   of  New 

York  dressed  fowl  from  provisions  requiring  the  marking,  inspection  and  classifying 

of  poultry  carcasses  and  marking  of  poultry  meat  containers. 


84  REPORT   OX   AGRICULTURAL   AND   LIVESTOCK   PROBLEMS 

EXHIBIT  9 

AMENDED  IN  ASSEMBLY  APRIL  24,  1959 

CALIFORNIA   LEGISLATURE,  1959   REGULAR   (GENERAL)    SESSION 

ASSEMBLY  BILL  No.  65 

Introduced  by  Mr.  McCollister 

January  1,  1959 


REFERRED  TO  COMMITTEE  ON  AGRICULTURE 


=!-«•  #e#  4-H-  h44  Chapicr  SO-  ■fcGmracm-em§-  wi4h  Scctwi^  6000) 
^  mmm^  €■  AN  ACT  TO  AMEND  SECTION  5304.5  of 
the  Agricultural  Code,  relating  to  the  California  Poultry 
Promotion  Council. 

The  veople  of  the  State  of  California  do  enact  as  follows: 

1  Seotiox  4t     Chapter  SO  is  adclc4  ^  Divisiee  %  ei  tfee  Agri- 

2  SECTION  1.     Section  5304.5  of  the  Agricidtural  Code  is 

3  amended  to  read: 

4  5304.5.     Within  45  days  after  the  effective  date  of  this  chap- 

5  ter,  the  director  shall  prepare  a  list  of  producers.  To  enable 

6  the  director  to  prepare  an  accurate  list,  the  director  is  author- 

7  ized  to  require  all  buyers,  receivers  or  other  handlers  of  such 

8  products  to  file  with  him  the  correct  names  and  addresses  of 

9  all  producers  from  whom  they  bought,  received  or  handled  such 

10  products  during  the  preceding  calendar  year.   The  director 

11  shall  also  issue  press  releases  for  state  circulation  requesting 

12  all  producers  who  market  their  own  production  to  file  their 

13  names  and  addresses  with  the  director,  and  the  director  shall 

14  include  the  names  of  any  producers  so  received  upon  the  list. 

15  From  the  reports  filed  by  buyers,  receivers  and  handlers  and 

16  from  the  other  sources  specified  in  this  section,  the  director 

17  shall  prepare  a  list  of  producers  and,  for  the  purposes  of  car- 

18  rying  on  the  assent  procedures  required  in  this  act,  such  list 

19  shall  constitute  a  complete  and  conclusive  list  of  producers  in 

20  this  State. 

21  When  such  list  has  been  prepared,  the  director  shall  prepare 

22  and  mail  to  all  producers  a  ballot  form  and  summarization  of 
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1  the  provisions  of  tliis  chapter  and  its  intents  and  purposes, 

2  together  with  a  self-addressed  stamped  envelope. 

3  The  ballot  shall  be  in  the  following  form : 

4 

5  Ballot  of  California  Poviltry  Promotion  Council 

6 

7  Shall  campaigns  of  research,  advertising,  publicity,  and  edu- 

8  cation  become  effective  on  behalf  of  California   grown  and 

9  raised  poultry,  eggs,  and  poultry  products  as  provided  for  in 

10  the  California  Poultry  Promotion  Council  Law,  Chapter  19, 

11  Division  6,  of  the  Agricultural  Code. 

12  Yes No 

13  Signature  of  producer 

14  Address  of  producer 

15  The  director  shall  prescribe  the  period  during  which  pro- 

16  ducers  may  file  their  ballots  which  in  no  case  shall  be  less  than 

17  fifteen  (15)  days  nor  longer  than  sixty  (60)  days.  Each  pro- 

18  ducer  shall  be  entitled  to  one  vote.  At  the  close  of  such  assent 

19  period  the  director  shall  cause  the  assents  and  dissents  to  be 

20  counted,  and,  if  he  finds  tliat  the  proposal  submitted  in  the 

21  ballot  has  been  assented  to  by  fifty-one  percent  (51%)  or  more 

22  of  the  producers  who  return  hallots  whose  names  appear  wpe« 

23  tfee  conclusive  list ,  the  action  shall  be  deemed  final  and  all 

24  other  provisions  of  this  chapter  shall  go  into  full  force  and 

25  effect. 

26  Should  less  than  51  percent  of  such  total  number  ef  pro- 

27  ducers  wJio  return  hallots  fail  to  assent,  the  director  shall  not 

28  proceed  under  this  chapter.  Such  failure  shall  not  preclude 

29  the  circulation  of  a  new  summarization  and  a  new  ballot  at 

30  some  future  time  as  deemed  appropriate  by  the  director;  pro- 

31  vided,  however,  that  if  the  promotion  program  authorized  by 

32  this  act  is  not  activated  prior  to  January  31,  1961,  this  entire 

33  chapter  shall  expire  and  automatically  stand  repealed.  In  any 

34  event,  unless  renewed  or  extended  by  legislative  act,  this  entire 

35  chapter  shall  expire  and  stand  repealed  on  October  1,  1965. 

36  oultural  Code,  to  read  ; 

37 

38  Chapter  SOt    ^^hb  California  Poultry 

39  Promotion  Council 

40 

41  6000.     ¥ke  Legislature  hcrcb.y  declares  %feat  tfee  provisions 

42  oi  this  chapter  a#e  enacted  m  tbe  exercise  el  the  police  power 

43  el  this  State  iev  the  purposes  el  pyetocting  and:  furthering  tfee 

44  public  health-  a«4  welfare.   Jt  is  I«i44*e¥  declared  that  the 

45  poultry  industry  el  tl«s  ^ate  is  affected  with  a  public  intcrest,- 

46  itt  that,  among  other  things : 

47  -fa)-  5%e  production:  anet  liaising  el  poultry,  eggs^  €^4  poul  ■ 

48  ti^  products  ee^stitutes  a  paramount  industry  el  tfeis  State 

49  which  »et  only  provides  substantial  and:  required  revenues  ie¥ 

50  the  State  and  its  political  subdi-visiens^  an4  emplo^anent  anrd 

51  a  moans  el  livelihood  ie¥  mmif^  thousands  el  its  population,- 

5—4979 
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1I"\  T  T  ■^.      «-\  1  t'<j^      4-n-nxn  itii->/-\r<      r\c^c^r^-t^4-t  r%\       4-  /->  y^  /I  n      -i-Vx  *-s  4-       «->  t»  /->      tt-i4-  o  i       -f-j-v      4-1t  /^      -i-\-t-i  l-\  i  t  n 
TTTTV    TXTk5T!7     XXtrTrrCJTTtTCj    ~nr5"TX  Ul CTl     TTtTTTTo      LJIIIIJ     tll  \J      V  Itlll      Lw      Clrt"     TTtTTTTTTT 

2  hoaltit  aft4  welfare. 

4  poultry  iudustr}'  ei  Oajriforniftr  aft4  e:^  ^fefee  State,  nationwide, 

5  afidr  foreign  markets  le?  4%s  products  a#e  ncccssai^  %o  asaurc 

6  t4ie  eeftsttming  p«feii«  an  adcquat-e  supply  e#  foods  which  ai^ 

I  11  u C C- y o cl i  ^' ■  111  Tx  TTT  OTjGr  '1 1  Ll '11 1  tl H  tttGtt  tO  Ul  OTCG  t.  rOl"  t'IIG  t^C'cItG  Q'liCl 

8  ite  politicaJr  subdivisions^  a  nccessayy  se«4=ee  ei  ta^  revenue, 

9  %©  provide  a»d:  maintain  aft  ade€(;uato  standard  ©#  living  ioi^ 

10  a  great  segment  el  the  people  ef  this  State^  te  maintain  proper 

11  wage  scales  ie¥-  these  engaged  »  the  poultry  industry,  aftd  te 

_L^  xlxrtlXxtrtxlT    L/A-IHLllIg^    Ulil  l-liU  y  IXiL-H  LT 

13  -fe^  ¥he  essentiality  ei  ^Mlornia  grown  aft4  raised  poultry, 

14  eggs,  aftd  poultry  produets  tro  the  mainteftance  el  a  higfe  level 

15  el  public  health  is  suefe  as  te  require  that  Ihe  public  he  made 

16  thoroughly  aware  thereof,  aft:d  he  protected  against  misrcp 

-1 1  i~(3S"Bl^T'HT10^i    QHOt    CLOG Gpri Oil;,    O^"    1-110    ClltS'SGiriUliltlOll    Ox    ixcG^l'I'rlrO' 

18  aftd  scientific  information  relative  te  the  healthful  qualities 

19  el  Galilerftia  grown  and  raised  peftlti^  ^^^t  a«^  poultry 

20  products,-  their  various  elassifieatiefts  €m4  the  food  value  aft4 

V   I  -t-t  n  r\rt       4- It  n -t-a /-\  r\  4-          4-  li  /t       t-v^  /-i4- It  j-v  /-I  i-«          /^r^ttr\       r\t^  ri        -^"ita  f-\  r.  f\  t-t  A-  -x  r\-t-i  r^       ti  ^-^^/-^^■r^^-t  -v^-vt       4-  r\ 

^J-  MMUW     tiUJi X  U±,    TiTTT    llltj  LllUtlw,    trrrrt?    TtTTtr    jri.  *_  *.  il  1 1  tlUIlW    ttct^UIjUuI  y     Try 

22  their  proper  productieftj  processing  aftd  distribution,  aft4  the 

23  necessar}'  costs  and  expenses  thei^eelr  a«d:  the  neeessity  a«elr 

24  dcsirabiMty  Oft  the  part  el  the  publie  el  usin^  and:  eonsum  ■ 

25  ing  California  gpewft  aftd  wtised  poultry,  eggSy  a^d:  poultr}^ 

^\J  jTrxtTtTTrvrnST 

27  ^eOlr    *he  pftrposes  el  this  chapter  ai=e-^ 

28  -(^  ^  enable  the  California  poultry  i-ndust^^y  with  the  aid 

29  el  the  State  te  develop^  maintain,  a«d  expand  aU  markets 

30  lei^  California  grown  aftd  raised  poultry,  eggS;  cbftd  poultry 

31  prodnetsr 

32  -fh)-  4n  aidr  h«t  net  ift  imitation  el  the  ethe*  purposes  el 

33  this  chapter^  te  a-ulherizo  and  enable  the  dii^eetei^  %e  formulate 

34  r^:^  effcetuatey  dii=-eelly  e?  ift  co-operatieft  with  ethre*'  agencies 

35  and  instrumcntalitiesv  sales  stimulatien  and  eoftsumer  e^  ethe* 

Q  (X  r*r^inr''~l'l~TATT  n  I       T^  T  /^  O*  T  *^  Tf)  f^       <-l  r\rnrvi-\  /-\ /-\       A-  /~\       t  -i~i  n\*i\*~t  ar^       ■i-\-\r\      -it  n/^       o  "»i  ri       P(~iii    . 

O  \)  trtxttt^rtTTiiTriTTx    jTrtTgxrtxrnr    tTTrn^gilvLl    xt7    tTirri  tttn"    ttttt    TtWt?    tlxitx    tTtrrx* 

*^7  m"iTVtT^"f"7 rm     ot.    (    n  1 1  "f  atti  i  n     nciTMTTi'i    oi-i  r1     t** t in rrl     T-\r>n1  lT*Tr      rrroTJ      nn ri 

O  a  WLllllJJ  LiUli      TTX      VJ  tlitXTji  llltt      grtTTTrTT     TTTTrt      1  iM'5'U*_l      TTnXtXuX~y^     ^Oo      ?      TCTTTT 

38  poultr}'  produetsr 

39  -fe)-  ^  provide  funds  Iof  the  aehnrinistratieft  and  enforce- 

40  men-t  el  this  ehapter. 

41  6002.'    Ab  used  in  this  chapter--f 

42  -fa^  "Poultry"  inela^es  only  eiHeken-Sr  it  dees  nel  include 

43  ducks,  geese^  turkeys  <^¥  fabbitsr 

44  -fb^  "Poultry    pi^ed-uets-    includes    ehiekens    e¥    the    parts 

45  thereof,  a«d  ehiekea  eggsr 

46  -fe)-  "Poultry  leed-^  includes  thre  eem^men  components  used 

47  te  leed  chickens  regardless  el  mannei^  in  which  i%  is  acquired 

48  €)¥■  predneed  and  regardless  el  lerm  in  which:  they  are  i^re- 

49  pared  e*'  mixed  ler  feeding.  As  nsed  in  this  subsection,  "com- 

50  nwft  eemponents-  inelnde  iee4  grains,  animai  and  vegetable 

51  proteins,  minerals  and  vitamins,  and:  other  ingredients  found 

52  ift  poultry  feeding  rations  sneh  as  riecj  cornj  barle}",  sorghum, 


REPORT  ON   AGRICULTURAL  AND   LIVESTOCK   PROBLEMS 


87 


1  soybcaiisj  oats,   wheat,    alfalfa,   jfteitty  ^h^  m^   ihe   produGtB 

3  -f^  "Dircotor"  moans  t4*e  Diroctei^  e4  #te  California  State 

5  -fe^  "ProJuGor"  me  ana  aay  person  engaged  ift  ^rte  busincsa 

TtT    trgp^    l-Tl  V7^.l  Vl\Z  LlTJll  J    JTlTTTtTlltTTTTTrr    tTir   YTTTTtTTT~V    TTTTTT 

7  brooding  t)^  poultry,  »¥  4^e  oporatif^tt  e#  a  poultry  het^t 

8  -f#^  "California  gi-ewift  awd  raised"  moans  ^ttefe  ^he  poultry 

9  Oi^  puultr,y  product  has  boon  produced,  grown,  ei=  raised  to 

10  market  w'oiglit  m  the  State  e^  Californiar 

11  6003.     ¥iie  director  nke^  administer  awd:  enforce  ihe  p¥e~ 

12  yisiona  ei  %liis  chapter  a«d  si^dl  have  a-nd:  may  exorcise  awy 

13  a:iid  att  ei  ^the  administrative   powers  eenferred  by  Sections 

14  11180  to  11191,  incluswej  ei  ihe  ^rovornment  ^ede  upon  a  head 

15  of  9:  department,  fe  order  ie  effectuate  #te  declared  purposes 

16  el  tfeie  chapter,  the  dieeeto^:^  may  contract  to  carry  e«t  tfee 

17  declared  intent  a»d  purposes  el  this  chapter.  ¥ke  exercise  el 

18  the  powers  granted  te  tlfe  council  m  its  administratiott  el  tMs 

19  ftiot  shall  be  subject  te  the  approval  el  tb*  director. 

20  6001.     There  is  hereby  established  t4ie  California  Poultry 

21  Promotion  Coun-eii  wbiet*  censitits  el  34-  members  a^wl  34-  ftHe^ 

22  nates,  alt  el  whom  shal4  be  citizens  ttwi  residents  el  this  State,' 

23  aiid  aii  el  whom  shaH  tiiemrsebves  be  poultry  producersr  How- 

24  over,  the  California  Poultry  Promotion  Council  shall  ftot  be 

25  activated  ho*'  its  m-emborsb-i^  appointedr  unless  &4-  f^e-reettt  el 

26  tiie  produooi^  i»  this  State  have  assented  as  set  forth  m  See- 

27  tiett  mO^ 

28  6005.     Within  4:^  days  after  tite  effective  date  el  this  chap- 

29  io^  ^^  director  shail  prepare  a  tist  el  i»roducersT  ^  enable 

30  #te  di+4^etei^  te  prepare  a*  accurate  iisty  the  director  is  author- 

31  i^ed  te  rocpii^^  all  buyers-,-  yeceivors  of  etthei^  handle^:^  el  such 

ff~S^  i"m  /^  >- 1  -1-1  ^'i-.Ci,      •f/'i       T-i  I  rx      TUT  i-f  l^       Xnxia.      "f  jl  O       T-T^  I'l'O/'^'^i      n  M  111  r*^'       1  n  r  I        firi^JTOt^CIOC^       /^Tl 

'-'^^  ^^1  (JLlllljttJ     TT7     TTxt"      ^V  1 1 11     TTITTT     tTTlV     T""!  1  lr"T7     lUllIlt  "5     TtTttT     T 1 1  CTt  T  C  rJrS  "75     TTT 

33  a4i  producers  from  w^hom  they  bought,   received  ev  handled 

34  fateb-  products  during  the  preceding  calendar  yearT  5%e  direc- 

35  tei=  s4«d4  atse  issue  press  releases  le?  state  circulation  request- 

36  i«g  fdi  producers  who  market  thoip  ewft  productiett  te  &e 

37  theii^  names  a«d  addresses  with  t4%e  diroctoPr  etrt^  tb-e  director 

38  shali  include  the  names  el  m¥^  producers  se  yeeeived  upon  the 

39  iist. 

40  From  the  reports  tiled  by  buyers,  ^eeei^vei^  aftd  handlers 

41  and  from  the  other  seniles  specified  in  this  seetieny  the  director 

42  sliail  ^repa^e  a  list  el  p-roducors  andy  ie¥-  tiie  purposes  el 

43  carrying  eft  tiie  asseftt  f^t^eedures  required  ift  th**  aety  s-neh 

44  tist  shali  constitute  a  eefti-piete  aftd  eoftektsi^ve  iist  el  produceyj 

45  itt  this  State. 

46  When  such  iist  has  boon  fH'eparod^  the  dh'octor  shaii  prepare 

47  aftd  mail  te  alt  producers,  a  ballot  form  aftd  summarigation  el 

48  the  ]»revisions  el  tiiis  chapter  a*>d  its  intentS'  a>id  pur^esesy  te- 

49  gether  with:  a  self-addressed  stamped  envelope-.- 
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¥he  ItrtW-e^  sfeiil  fee  m  tfee  followiiig  form  ■. 

©ftrl-let  ef  €«;li^i^ftia  Fe-ait-i^  4^i=omo%ieft  ComieiJ- 

^feftH  ennipaigfts  e#  yesearcb,  advortiem^  p^feiiekfr^  a^^  e#H- 
catioH-  feeeei»e  effe^ive  ee  fee4»il  e#  California  grown  a«^ 
¥^e4  ^«]-ti^  eggsr  ft«4  pe«i^^  produots  m  provided  fe^^  » 
th-e  California  Poiiltrfr  Promotion  ^onn^iJ:  Law,  Chaptoy  3% 
Division  #y  e#  tfee  Agricultural  ^^er 

YcB No 

Signature  e#  T^edueer 

Address  ef  producer 

¥fee  d4wetei^  sl+«tt  p^ese^fee  fte  pewed  during  wliicb  p^e- 
drfteei^s  ««H^  ftle  tk^  fea-14ete  which  m  no  ea»e  shall  fee  less  than 
litteen-  -(4^  drW^  ne^^  longer  +fean  sisffey  -f€#>  daysr  Each  p^e- 
d-aee*^  sfeali  fee  en4i-tled  a4  ene  voter  A4  the  closo  e#  si-teh  assent 
pe*4ed  ihe  di^eefee^  ehrtli  eorase  the  assents  andr  dissents  te  fee 
eo«n%ed7  anetr  i#  fee  #nfls  tfea%  the  proposal  submitted  in  the 
feaHet  has  feeen-  assented  to  fe^  fifty  one  percent  (51%)  e*'  more 
o^  tfee  p^^dnee^s  wfeose  names  appear  upon  the  conclusive  Mst7 
the  aetiofl-  shall  fee  deetned  final  anfl  aH  otfeei^  provisions  oi  this 
ehapte-H  shall  go  intf*  fell  loi^ee  and-  effectr 

^Inwid  less  than  ^  ^i^eent  o#  snefe  total  number  o#  p4=o- 
d-nee^s  laH  to  assent,  tfee  director  shall  not  proceed  under  this 
chapte^T  Snefe  failure  sfeall  wot  preclude  tfee  circulation  o#  a 
new  snnnnaHi^atlon  anel  a  new  featlot  at  somo  future  tinae  as 
doomed  arpjn^opi^iate  hy  tho  d^^ector ;  provided^  however,  that 
if  tfee  pi=o«M»tion-  program  authoriiied  fey  this  act  4s  not  acti- 
vwted  pt^ioi^  to  January  ^  1961,  tfels  entire  chapter  shall  expire 
and  antomatically  stand  i^pealedr  4n  x^a^v'  event,  nnless  yenowod: 
e¥  extended:  fey  legislative  aetr  tfels  entire  chapter  shall  expire 
and-  stand-  repealed  on  Oetofee*  4;  49^*Ot 

6006.  Q^e  tei^ns  o#  offiee  ol  tfee  members  and  alternates  ei 
tfeo  coimcil  sfeall  fee  tlwee  years-;-  except  as  provided:  in-  tfels 
seetlonr  ^¥^  fii^st  appointments  n*a+le  nnde^^  tfels  chapter  shall 
fee  so  made  tlwt  tfee  terms  of  seven  members  and:  their  alter' 
nates  sfeall  expire  at  tfee  ea^  el  one  yea^^  seven  members  rm4: 
tfeeln  alternates  sfeall  expii^  at  tfee  emi  o^  two  years,  and:  seven 

TrtClll  TJCTk?     rtTTTT    tTlttTTl      Hi  I  Ul  llLl  LUW     nTTTTTT    "A:  l^llT,'     Tl  L      LllU     TTTTTT    TTT    Till  \J\J 

years.  ^Pfee  director,  whenever  fee  deenis  necessary,  shall  obtain 
ional  nominations  for  n(-emfeershi]">  on  tl*e  council  from 

Any  vacancy  occurring  during  tfee  unexpired:  term:  shall  fee 
filled  fey  tfee  director  for  tfee  unex]ured  teinn  from  tfee  eligible 
nomineesT  No  eouncil  n^ember  or  alternate  shall  servo  more 
than  two  consecutive  tferee-year  temr^  except  tfeat  servlee  as 

*•>  1^        .0 ,1  ■j'Di  i*Tn  «-i  4-  j-A       /-]  r\/-\CH       ■v-\  r\-i-       ^-ir<j"j-n«-\1-i  4-tt       .q.       t-\  r\ -v*  n  r\ -t'\        4-/^       "H-t  r\t^       Ci^^SZ^       't'\.\Tf\ 

TTTT     HI  IX  1  11  il  tl7     TTTtTTt     TxtTT     ttiMT  f  1 1  till  1  ^V      TT     jIL  1  WUll     Tt7    TjTTtTTT    TlCr  V  \J     TnrrTj 

snefe  term«  as  a  memberr 

^l^fee  director  may  remove  any  member  o^  tfee  council  or 
alternate  for  cause  Tm4  upon  such  removal  there  shall  fee  a 
vacancy"  which  shall  fee  filled  In  tfee  manner  as  provided  for 
tfee  iniexpircd  term. 
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1  6007.     hi  ihe  €¥tHrt  {he  t^wet^-wt^  ei  Seetieft  €00&  i^mitfe  i» 

2  {he  yequirod  ft<sse«%  44ie«  witliiit  4^  tkty^  a#fee¥  fi-t«4i  fiiidiiigH,  {he 

3  4iiH^e*t»=  slinll   s^^iw^dw-le  attd  eatt  «eniiiiati(m  «weti«gH  »  tts 
•4  many  din+we+H  ei  ^t^  ^tt^  mi  he  m^y  di'tcriiibio  {e  he  »eeesf»py 

5  4e  provide  a  rouBoiiable  epportim4y  te  fdi  producorH  ei  poul- 

6  {^yi  e^^  tHid  poultry  produGls  +e  attend  Hw4t  «+ffii«^  wiih- 

7  etrt  undue   inconvenit^tteeT  Ne^iee  ei  H«ek  tH('t4ittgfH  sfetH  fee 

8  given  hf-  first  claas  «iai4  4e  aii  producora  wkese  iianiof»  appear 

9  upon  hiihi  prepared  fey  tfee  director  as  provided  itt  ^eiiesr 

10  6005.  ¥he  director  sfeaii  ake  prepare  attd  iaaue  preaa  releaaea 

11  i^i^¥idkt«f  notice  ei  sueli  meetings  iev-  diasetttination  throughetti 

12  {he  84a^  At  eaefe  meeting  ^e  director  sfeatt  t^eeive  Homina- 

13  -tiens  iei'  membersJiip  e«:  tfee  eetmeife 

14  ^^00^     From  {he  i«H  ^4si  ei  pei^e«s  wewttttaied  ie^  ee«fteii 

15  membeysfeif>  as  sei  ie*4fe  4«  Sectiofta  ^OO-ty  4^004  a«d  ^07^  the 
1(3  44i-oetor  sfeatt  seieet  a«d  appoint  tfee  aetrtal  couiiGil  meiwfeei^ 

17  a»d  {hei¥  alternatefjr  gwi«g  d«e  «^ga¥d  *e  tfee  ¥at4e«s  segmcnta 

18  ei  44te  industry  im^  {he:  geography  e-i  *feis  ^iater 

1 9  ^Oi)T    A  majority  ei  ifee  ifteiftfeers  ei  {he  council  sfea41  eeiwii- 

20  t+tie  a  ^orum  iev  4te  transaction  ei  att  fe«f»«eH%  including  t-fee 

j;^j_  tfTtrtTtrrr'TT  trr  t7tiic  i  n. 

22  Immediately  «pe«  {he  appointmcfti  aad  qualificatiett  ei  ifee 

23  council,  {he  councii  sfeaH  mee{  ai  a  t«fte  €Hi4  ^^iaee  designaied 

24  fey  ifee  directed  as  temporary  chairman  and  sfeatt  epgani^CT  54te 

25  council  sfeaii  eeieei  annually  i^en*  iis  nnnifee^^  te  sevw  at  its 
2G  ^as«i^  a  efeaii^MrrH*  and  ^iee  efe^i^nan  wfee^  tegetfeei^  with 

27  #w  other  memfeei^  selected  annually  fey  the  eewneiir  sfeaii  een- 

28  stitute  tfee  executive  connnittee  ei  the  ee«neife  ¥fee  executive 

29  committee  sfeatt  have  and  ee^i^se  s-ucfe  pov/ers  ei  tfee  ee««eii 

30  as  tfere  couneit  ma^  delegate  te  itr 

31  6010.     ¥fee  eenneii  sfeail  fea^e  at  ieast  twe  tegniap  meetings 

32  in  eaefe  yeai^  at  tinges  and  plaees  fixed  fey  tfee  eenneife  ^ffee  ti«*es 

33  iei^  i^gular  meetings  sfeail  fee  feed  se  that  tfeei^  sfeatt  fee  an 

34  interval  ei  ien^^  eatendai^^  inonths  feetween  sneti  meetingfJT  -Q^fee 

35  council  me^  assemfele  ie¥  additional  speeiai  meetings  at  any 

36  tin^  and  place  at  tfee  eaii  ei  tfee  chairman  ei=  upon  tfee  written 

37  iH^qnest  ei  fee  members  ei  tfee  couneife  4%e  e^ceentive  eeffl«iit- 

38  iee  shall  have  iem^  i^gnia*  meetings  eaefe  yea^  at  times  and: 

39  ^feiees  fixed  fey  it^  and  may  meet  in  s^eial  meetings  at  any 

40  time  and  place  at  tfee  eati  ei  tfee  chairman  e¥  en  eatl  ei  a  ma- 

41  jority  ei  tfee  membe^^  ei  tfee  executive  committcer 

42  6011.     ¥fee  appointed  memfeei^  ei  tfee  eomicit  sfeatt  ^eeeive 

43  ten  dollars  ($10)  f^¥  day  ie¥-  eaefe  day  spent  in  actual  attend- 

44  ance  at  tfee  meetings  ei^  en  tfee  business  ei  tfee  eouncil  and-  shall 

45  fee  reimbursed  iev-  necessary  traveling  a*id  etfeei^  expenses  in- 

46  cur  red  in  tfee  performance  ei  tfeii^  e^eiai  dutiesr 

47  6012.     Ne  member  ei  tfee  council,  etiiei^  than  a  membci:'  ei 

rrO  I  llXJ     U  A-L  L"  II  Li  V  \J     "T7Trtljll  L  tUU,     CJllMix    rtrTTTTTTvr     "  KjTttjJ  t- 11  oil  I  TTJl  1     J-Ui      llUJl  \J 

49  than  30  days'  service  ^e*'  year:  Ne  menifeei'  ei  tfee  executive 

50  committee  sfeatl  receive  compensation  ie*'  more  than  fi^e  days' 

52  ceivo  compensation  ie¥-  net  more  tfean  40  days  pe¥  montliT 
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1  6013.     ¥ke  director  may  roqnii^  ztay^  employee  (^  agent  e# 

2  %fee  ooiineil  te  gi^^e  a  fidelity  bond  executed  fey  a  surety  com- 

3  pnny  authorized  te  de  buBinesni  in  iMa  State  m  favor  ei  tfee 

4  directe^^  in  suefe  sum.  tHwI  containing  such  terms  and  condi- 

5  tions,  as  the  director  Haay  prescribe.  ¥he  eesfe  ei  aii  fidelity 

6  bonds  e^  employees  €>¥  agents  of  the  council  under  the  pro- 

7  ¥isie«s  e^  this  chnpte^^  shali  fee  paid  from  the  funds  collected 

8  under  this  chapter. 

9  6011.     ¥he  members  e^  the  council  duly  appointed  fey  the 

10  dii^ete^^  including  employees  e#  suefe  councitT  shalt  net  fee  feeM 

11  yesponsifele  individually  in-  any  way  whatsoever  to  fm^  person 

12  f<w  liability  en  any  contract  e*  agreement  ef  the  council,  e^ 

13  fe^^  errors  in  judgment,  *nistalresT  €>¥■  ethei^  acts,  eithe^^  el  eena- 

14  mission  ei=  e«yrSsio«7  as  principair  a  gen  It  se^-'v^antr  (^  employ  eey 

15  except  fe*'  theit'  ewe  individual-  aets  ef  dishonesty  o*'  ei^imer 

16  ¥he  liability  ef  the  ^n-entfee^s  ef  the  eeun-eil  shall  fee  several  a«d: 

17  net  joi«t  and-  no  m-en^fee^  shall  fee  liafele  fo*=  the  default  ef  €my 

18  othei^  m-embeyr  Ail  s-alaries^  expensesr  costs,   ofeligations  and: 

19  liabilities  incurred  fey  snefe  eeuncil  shaH  fee  payable  only  from 

20  funds  eellected  nnde^^  the  provisions  of  tfeis  chapter'. 

21  6015.     -An  altei=nate  niewfee^^  e^  the  couneil  shall  sit  as  a 

22  regular  member  of  the  council  in  ease  the  member  ^ev^  whom 

23  he  is  an  alternate  fails  fo*'  aiiy  ^-easen  to  attend  rmy^  meeting 

24  of  tfee  eeuncil.  4ie  shalt  fee  eonq»ensatod  and  i^imfenyse4  in 

25  the  sa«*e  manne^^  a^id  to  the  saw-e  extent  as  a 

26  when  so  se-pvi«g  anfl  when  so  serving  has  all  the  pewe^-s-^ 

27  liabilitiesr-  and  immunities^  of  the  member  in-  whose  plaee  he  is 

28  servingr  e^ccept  that  the  alternate  to  the  ehairman  e^  ^^riee- 

29  chairman  shall  not  succeed  to  the  functions  of  these  officesr 

30  6016.     ^Phe  duties  of  tfee  council  shaU  fee  advisory,  except 

31  as  to  those  duties  whicfe  may  fee  delegated  to  it  fey^  the  director, 

32  €m4  many  include  the  following ; 

33  -fa4-  ^  j^ecommend  to  the  di 

34  regulations  relating  to  the  ft4 

35  this  chapte^^ 

36  -ffef  ^  investigate  aH  matters  afii 

37  of  this  chapter,  a«d  to  report  violatio: 

38  -f*^  ^  employ  and,  at  its  f»leasure,  discharge  a  manager 

39  €m4  sneh  clerical  help  a«dr  othep  employees  as  it  deems  neees- 

40  sary,  andr  to  p^'ese^'ifee  thefe^  duties  and-  powers  a«fl  #?r  the«^ 

42  -fd^  ^  contract  with,  or  employ,  andT  -at  its  pleasure,  dis- 

43  charge  sneh  other  persons  as  it  deen*s  necessary,  and-  in  the 

^^  "Ttrytr"  trr  n it"ii  ttt-  liit_ iii  rrn  tt  niiTiiT  trm j iit:! a  ,  ttt  xj li tiiriL;  viitjii 

46  4^  ^    establish    offiecs^    a«dr    incur    expenses    inei 

47  thereto ; 

A  Q  I    T    1            I  V'v       "iA"*  <-i  l-'-/%       rm  j-j  ii       /-ir\-t-\  4--«»«-\  tt^-c^       r%  tt  i-\        r\4-\t  r^ t-^-       *t  f^t^r\r\try\  r\-^t  ^ ca       «-\  n.      ■*-v-\  t  tt 

49  fee  proper  to  promote  tfee  sale  of  California  grown  and  raised 

50  poultry,  eggsr  and  poultry  products  en  either  a  local,  state, 

51  national  or  international  basis ; 


administrative  mles  ^ffi^ 

r^trt  1-%        /^  Tt  4-  /-A  T»  i~i  r\ttt  i~\t~i^       r\\- 

TTTTTt     TrTTTTrr  t~  CimjlTt     TTT 

j-s  thereof  to  the  director ; 
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1  -f^  ^  00-opcrato  wi^  fwy  other  IooqI,  fttefee  e** 

2  e««w«*ss4e+i7  orgaui;^atioi^  ev   agcm'.yy   wi^44^€i=  voluntary  e*^ 

3  created  hy-  etete  o^  federal  iivv^  im^  engaged  m  we^k  ev'  aetivi- 

4  #es  eimilar  ^o  tlie  worl:  im4  aetivitief^  o^  tlM'  eoiinoil  created 

5  fey  tfe4s  chapter-  mid  jeeeommend  to  44ie  direetop  #i^  making  ei 

6  contracts  aftd-  agreements  with  such  organizations  oi^  agencica 

7  ^^  carr^'^ing  ©»  joint  programo  ei  education,  rcgearc]i7  ^ales,- 

8  public  appreciation-  a»d-  conaumption,  publicity  tHmI 

9  i»g  el  California  ^ewn  fm4  raised  poultryy  eggS7  £hm1 

10  productst  provided,  however^-  tfea*  i«  mattera  ei  roaearch,  the 

11  eeuiieii  sfedli  co-operate  with-  erganitoations  el  recognized  pi=e- 

12  feasional  standing  which  a*^  adequately  equipped  with-  facilj- 

_LO  L1V.C5    J-Ui     VlltJ    TTCTStr TXT vrtT    l:!Uiit"lIT|7iLl  LV,  VI  J 

I  11  f       ±  TJ     1  U15UmHTtrTlt.r    Tt7    tTTtT?    vlll  U\5  Lvi       LlitJ     lllCymTLl  LlUll     tXllLt     jJTU 

15  motion  ei  seien-ti^e  research  te  devclef»  q¥  disefHve^y  e^^  feethy 

16  thte  health,  food,  dietoticy  ift^ustrialT  ©i"  ©tiic*'  uses  ei  California 

17  gi'owtt  rHi4  rftistMi  poultry,  eg-gs^  a«d:  poultr}^  p¥od«et&t 

18  -fi-)-  ^  i^eemmeiid  to  the  director  annually  a;  feu^l^et  ei 

19  pix)poscd  expenses  ©I  the  council  aftd:  of  the  cliroctor  to  fee 

20  incurred  m  earrying  ewt  the  provisions  ef  th4s  elmpter,  a«4 

21  te  recommend  modificatieae  el  s«efe  budget  -f^^e^ft  time  to  time 

22  thcreaftei'  as  mav  fee  requiredy 

23  m¥k    ¥fee  director  shali  adep%  aftes'  recommendation  fey 

24  tfee  council,-  a  d4stri«et«*e  seafer  label,  e?  marking  ^4»efe  may  fee 

25  used  as  a  sales  promotion  media  m  designating  poultry,  eggs, 

26  and:  poultry  pj^e ducts  grew»  aft4  raised  m  Califormar 

27  6018.     ¥he  ty^  an4  quality  el  -products  wdiicb  fl*ay  display 

28  the  California  designation:  adopte4  undcf  Seetien-  €04-7-  shall 

29  fee  as  detei--mifted  fey  the  director,  after  gi-^-ing  proper  eeesi^- 

30  eration  te  reeemmen^ations  ef  the  councilT  Furthe^^  the  «9e 

31  el  suefe  seahr  lafeely  e*  marking,  e*  €mf'  imitation  thereelj  en: 

32  asay  poultry,  eg§7  e¥  poultry  produet7  e?  ©ft  €h^  carton,  paefe- 

33  agey  ©**  sales  contaiaey  ©I  poultry^  e^gs^  ev  poultr^^  products 

ott  TttTc  Trtt^d  iiig   TTTtrrjTr  t;i"ttri  iiiiiiii  tiuTirr^  xtt  tit  iiii^y    tTTtrit:?  ttttt  jrrTJtxcttTtTTX^ 

oD  gl'OWll V    01*'    i^mSCCr    ift    yiTHTiTUl  ll^lil'j    Tf?    w    1  iri .^d'CTrrO ii  11 0 1     HilCi    oil tl it 

37  6Q19-.-    ?^  di^^eet©*'  shatt  conduct,  ©¥  fi*ay  cause  the  council 

38  t©  conduct,  p^egrams  ©I  education,  a^csearch,  e¥-  public  infor- 

QQ  Tyi  n  4"!  r\Ti      /~j  r**^!  rm  r^rl    i:/^    n  i^/i^'*'^^  -i-^  1 1  ft  l^    -i- 1^  r\    Tni  1 1  r^TTTT*"^  ^"**   i^ t t  ->-■  -r-v  .-^  r< /-v n,     «->  v-h-t  j-\-t->  j-m« 

O  «7  XxllXTJlTJll ,    TXCalgllTJLl    TT7    ri"""xll^ ilOTl     LllU    XUllU  W 111^     \/  HI  IJUrJUWj     Lllll\Jllg 

40  others ! 

41  ¥e  i«ei--ease  the  consumption  ©I  California  grown  ae4  raised 

42  poultry,  eggs,  a»d  poultry  p^oduct-s-r  te  gather,  publicize,  aiwi 

43  diffuse  accurate  aftd  scientific   information  showing  the  im- 

44  fiortanco  ©I  tfee  use  a»d  consumption  ©I  these  products  in 

45  relation  te  the  public  healthy  economy,  a»d  diet,  aftd:  proper 

46  nutrition  ©I  children  a«4  adults;  t©  study  means  aawl:  methods 

47  employed  ift  producing,  processing  manufacturing,  markctingr 

48  aftd  distributing  poultiy^  eggsr  a«4  poultry  products  m  order 

49  t©  eemply  witfe  tfee  sanitary  anfl  ©the^  regulations  imposed  fey 

50  municipalitiesy  State  aftd:  Nation ;  te  gather  aeet  disseminate 
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1  iiiformation  rogardin-g  ih*^  high  ijtaudardjj  obfjorvod  fts4  i»- 

2  ported  ^  insure  piiro  aed  wholesome   California  grown  e«dr 

3  raii'ied  poultry.  eggSr  aed  poultry  pre  duct  b  aed  ^tfee  harmful 
4,  Ciieets  eft  tfet*  public-  health  resulting  from  ^the  breakdown  f)¥ 
5  in-^tability  e*  ih^  poultry  induf;try.  the  faetorfi  a«d  condition^; 
5  peculiar  ^  the  poultry  industry  whicli  tend  te  eaufie  anr  ue- 

7  balaue'.d  production,  the  price  h^  poultry-,  oggrj.  asd  poultry 

8  product:;  m  relation  te  the  eest  ef  other  items  el  feed  m  a 

9  balanced  dietr  ztB:4  the  factors  which  tead  te  promote  increariod 

10  con.jumption  el   California  grown  a»d  raised   poultry,   eggs, 

11  asd  poiiltry  products,  stabilize  the  industry.  a»d  foster  a  better 

12  understanding  aed  more  efficient  eo  operation  among  Calif or- 

13  »ia  producers  aed  the  consuming  public. 

14  6020.     5ve    program    e?    activity    conducted    e?    sponsored 
To  under  this  chapter  shall  mahe  false  ep  unwarranted  claims. 

16  f>¥  disparage  the  quality,  value,  tiser  ei=  sale  el  a«y  commodity 

17  authorized  by  law  te  fee  marketed  »  this  State,  eep  shall  aey 

18  such  program  fee  conducted  with  reference  te  a  brand  e^  trade 

19  name  except  those  products  m  general  which  may  carr}'  the 

20  California  identification  described  i&  Section  6017. 

21  6021;     ^he  cotmeil  shall  keep  such  books,  records,  €r&4  ae- 

22  counts  el  €di  its  transactions,  dealings,  contracts,  agreements, 

23  funds.  €»d  expenditures  as  it  deenifj  necessary,  which  books. 
24:  records.'  aed  accounts  shall  at  att  times  fee  open  te  inspection 

25  aftd  audit  fey  the  director. 

26  6022.     ^ve   member,    alternate    agent,    e?    employee    el   the 

27  council  shall  appear  ]>efore  e*y  legislative  committee  el  the 

28  State    et=   j^ederal     Government    as   a   representative    el   the 

29  council  unless  requested  te  de  se  fey  such  committee,  »ei=  shall 

30  such  person  loblrr  m  a»y  manner  as  a  reprcficntativc  el  the 

31  council,  fie?  shall  aey  funds  collected  pursuant  le  this  chapter 

32  fee  used  lee  political  contributions. 

33  6023.     ¥he  council  shall  prer>are,  annually,  itit4:  make  avail- 

34  afele  te  ail  producers  whe  se  request,  summarised  statements 

35  el  the  activities  »  which  it  has  been  engaged  ifi  the  previous 

36  annual  period.  a«d  el  the  activities  i»  which  tt  proposes  te 

37  engage  m  the  ensuing  annual  period. 

38  6021.     Upon  recommendations  fey  the  council  the  director 

39  &tB^  establish  consistent  mth  this  chapter  such  rules  a»d 

40  regulations  covering  the  administration  aed  enforcement  el 

41  this  chapter  as  etay  fee  necessary  te  carry  eut  the  purposes  a«d 

42  attain  the  objectives  el  this  chapter.  5ve  ?«le  e?  regulation 

43  shall  become  eiiective  until  the  termination  el  a  period  el  #¥e 

44  days  from  the  date  el  its  adoption:  ^he  director  may  mail  a 

45  copy  el  the  notice  el  said  issuance  te  aH  persons  directly 

46  affected  fey  the  rules  aed  regulations  whose  names  aed  ad- 

47  dressi^^'S  mrtf-  fee  e»  #h;  ifi  the  office  el  the  director  €t¥t4  shall 

48  supph"  a  copy  el  same  te  every  person  whe  fthfS  ifi  th^  office 

49  el  the  director  a  wriTte)t  request  lep  s+teh  }iotiee. 

50  6025.     ¥he  counrul  shall  gi-ve  consideration  te  aH  possible 

51  ways  and  means  el  levying  afi  ay^propriate  assessment  against 

52  the   operations  el  producing,   growing  afid   raising   poultry,- 
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1  eggs,  afi4  poultry  produets  m  iMs  State,  ineludiiig  fei*t  »et 

2  limited  te  im  asseasment  upon  t4i^  quantitiog  el  poultry,  eggsy 

3  attd  poultry  products  marketed  hy  eaeli  producer,  e^  whieh 

4  might    fee    collected    through    poultry    meat    proeeasors,    egg 

5  dealers,  tHid  co  operatives;  e¥-  on  assessment  based  upon  the 

6  quantities  ei  poultr}'  feed  used ;  e*  through  &  oombiDatiou 

7  feasist  ^^  through  such  other  means  fts  -the  director  may  deem 

8  economical  a«d  equitable ;  provided,  however,  that  iii  ft«y  such 

9  plan  e¥  plans  the  actual  assessments  shall  fee  borne  fey  the 

11  yield  shall  Hotr  exceed  the  total  amount  pei^  year  as  the  depart  - 

12  ment  i»ay  report  a  le^y  ei  ese  eeitfc  ($0.01)  pei*  iQQ  pounds 

13  ei  poultry  feed  used  ift  this  State  would  develop,  fe  design ■ 

14  i»g  such  assessment  plan  e¥  plans  tfee  council  shall  provide 

15  exemptions  iei^  such  operations  fts  may  fee  carried  oji  i«  t4iis 

16  State  fey  producers  ei  poultry,   eggs,  a»d  poultr}'   products 

17  set  marketed  in  this  State  aiid  the  council  may  recommend 

18  exemptions  ie¥  poultry',   eggs,   attd  poultry   products  which 

19  may  fee  e¥  become  ineligible  to  ttse  the  distinctive  California 

20  insignia  provided  ie¥  in  Section  6017.  ^Hie  conclusions  reached 

21  through  these  considerations  shall  t«ke  the  form  of  recom- 

22  mendations  te  fee  made  te  the  director,  including  a  suggested 

23  procedure  le^  advance  notice  to  producers  regarding  the  date 

24  the  council  wishes  their  plan  e^^  plans  te  take  elfect. 

25  6026;     Upon  recommendation  ei  the  council,  the  director  is 

26  hereby  authorized  te  lew  a»d  to  collect  appropriate  assess- 

27  ments  an4  te  make  such  rules  and  regulations,  including  a 

28  charge  ef  ten  percent   ( 10  ["c )    upon  the  amount  ei  any  de- 

29  linquent  assessment,  as  may  fee  necessary  te  insure  prompt 

30  and  accurate  collection  ef  fees  levied  hereunder ;  andr  every 

31  producer  in  this   State   through  his  agent  e¥  otherwise,  as 

32  the  procedure  adopted  fey  the  director  may  require,  unless 

33  exempted  from  payment  pursuant  te  the  provisions  ef  Section 

34  6025,  shall  hereafter  i=em*t  te  the  department  accordingly. 

35  6027.     Aii  moneys  collected  fey  the  director   pursuant  te 

36  this  chapter  shall  fee  deposited  in  a  bank  b¥  banks,  e¥  other 

37  depository,    approved  by  tiie   Director   el   Finance,   held  in 

38  trust  fey  the  State,  allocated  te  the  purposes  ef  tfeis  chapter 

39  eiiily^  aiid  disbursed  fey  the  director  in  accordance  w'ith  the 

40  budget  ev-  budgets  recommended  fey  the  eouncil  and  approved 

41  fey  the  director  as  seti  forth  in  paragraph  -(+)-  el  Section  ()016. 

42  IMoneys  se  collected  shall  fee  subject  te  appropriate  nuditiiig 

43  rules  and  regulations  prescribed  fey  the  director.  44ie  expend 

44  iture  el  such  moneys  shall  fee  exempt  from  the  provisions  el 

45  Section  16003  and'l6301  el  tiie  Government  ^^eder  AH  sneh 

46  expenditures  fey  the  council  and:  tiie  director  shall  fee  audited 

^  f  VCV     TTTTttTtT     Vllt?"     V  \  \.  1   \      TTTTTT     T^tTTtTTJ     TTV     TTttT     J  'C  fJlt  i  1 1111  11 1     tTT     X    rllft  tlV  L 

48  aiid  a  copy  ei  such  audit  shall  fee  delivered  within  SO  days 

49  after  completion  thereof  te  the  Governor,  the  Director  ei  Agri- 

50  culture,  a^idr  tiie  State  Controller. 

51  54ie  director,  after  consultation  with  tiie  council,  shall  pi=e- 

52  pare  an  annual  budget  setting  forth  in  reasonable  detail  tiie 
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proposed  expenditures  which  fee  deems  necessary  fe^  the  ^e¥- 
formanco  fey  fe4*a  and  fey^  %fee  department  e#  the  dwties  iifipesed- 
■upon  tfeefflt  feff  this  chapter,  aiid  fee  shall  prepare  and  submit 
te  the  Gouneilr  an  annual  statement,  in  reasonable  detail,  ef  fei« 

^038t     There  is  hereby  appropriated  l¥o»  1958  59  ^enei^ 

Ti^  n  ^-^  /-I  n.  4-1-1  j-^  r<T-ii-^-t    J-^^P  >-|  i-^4-  j-j^  r^"y<^r^i^/1    "fj^n    't'nAn'^fiT'iri    /j  rill  tiT'^a  ,i  QnlQ  Of  ill  i 

te  be  nsed  by  the  director  t#  de^i^ay  tfe«  costs  ei  carrying  ent 
tfe«  procedures  required  in  Section   6005   hereof ;   provided, 

iiO  VV(J  VUi  T     L 11  lie    xx    tilU    TrrTTTTkjiTTTTW    T7T    tTXTrs    TtKyv    til  U    rtTjTTtTnCtTTTrty    VI 11 J 

portion  ©i  such  appropriation  used  fey  tfe^  director  lei'  snefe 
purposes  shall  fee  repaid  to  tfee  State  Treasurer  b^  restored 
te  tfee  ^i-eneral  Fund  from  moneys  collected  fey  tfere  director' 
pursuant  to  Section  603&  hereof.  54ie  director  is  alse  author- 
iged  to  receive  and  expend  moneys  fe=em:  nierafee^e  el  tfere  poul- 
try  and  allied  industries  to  assist  in  defraying  tfee  expenses  ©f 
aetivating  tfee  provisions  of  tfeis  aett  provided,  tfeat  any  such 
BV^&B  so  received  inay  fee  repaid  to  any  such  persona  fi^na 
funds  eellccted  pursuant  to  said  Section  {^Sr  N^  council 
member  ©*  alternate  may  fee  paid  a  pe^  diem:  o^e  expenses  until 

tilO   Clil"CG  LOP  txi^  uG'l" mi  11. C B    Lllll t3  S^llTilC'l 0 H.  u  rt  11101111 XS,   iii  ft^T^rtriOH  tO 

an  amount  sufficient  to  repay  tfee  state  moneys  expended,  have 
been  accumulated  pursuant  te  tfee  provisions  ef  Section  6025 

TTtjirtJTTT   Tt7   itvJCUiiiiiiUt:lttT7t?   rCTTTiu  111  nuniL/irc  trr   n  u.*jii    oui  v  ii^LW  XTtr  x^j^ 


6029.     This  chapter  may  fee  cited  as  tfee  "California  Poul- 
tpy  Promotion  Council  Law." 


REPORT  ON   AGRICULTURAL  AND   LIVESTOCK   PROBLEMS  95 

EXHIBIT    10 

AMENDED  IN  ASSEMBLY  MARCH  30,  1959 

AMENDED  IN  ASSEMBLY  MARCH  2,  1959 

AMENDED  IN  ASSEMBLY  FEBRUARY  18,  1959 

CALIFORNIA  LEGISLATURE,  1959   REGULAR   (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  66 


Introduced  by  Mr.  McCoUister 

January  7,  1959 


REFERRED  TO  COMMITTEE  ON  AGRICULTURE 


An  act  to  add  Sections  380.13  and  380.14  to,  and  to  repeal 
Sections  380.11  and  380.12  of,  the  Agricultural  Code,  relat- 
ing to  chicken  poultry  meat  €m4  declaring  ihe  urgoncif 
thereof,  ^  take  effect  immediately  . 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Sections  380.11  and  380.12  of  the  Agricultural 

2  Code  are  repealed. 

3  Sec.  2.     Section  380.13  is  added  to  said  code,  to  read: 

4  380.13.     All  chicken   poultry  meat  and   packages   of  such 

5  meat  offered  for  retail  sale  in  California  as  a  fresh  product 

6  shall  be  tagged,  marked,  or  otherwise  labeled  to  indicate  the 

7  name  of  the  state  in  which  the  chicken  poultry  was  grown  or 

8  raised. 

9  Such  marking,  tag,  or  label  shall  also  state  the  name  of  the 

10  preservative  drug  or  drugs,  if  any,  to  which  the  product  has 

11  been  subjected. 

12  All  information  required  by  this  section  shall  be  conspicu- 

13  ously  displayed  in  capital  letters  no  smaller  than  10-point  type. 
11         For  the  purposes  of  this  section  a  "fresh  product"  shall  not 

15  include  live  poultry,  nor  any  chicken  poultry  meat  that  is 

16  frozen,  cooked,  canned,  or  used  as  an  ingredient  in  other  foods. 

17  Sec.  3.     Section  380.14  is  added  to  said  code,  to  read: 

18  380.14.     (a)   The  director  and  the  commissioners  of  each 

19  county  under  the  supervision  of  the  director  shall  enforce  the 

20  provisions  of  this  article  where  any  poultry  meat  is  offered  for 

21  sale  or  sold. 
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1  (b)   Any  person  who  violates  any  provision  of  this  article  or 

2  any  regulations  adopted  hereunder  is  guilty  of  a  misdemeanor. 

3  Seo.  4t     This  €tei  is  a»  urgcney  measure  necessary  §€>¥■  the 

4  immediate  preservation  ei  the  public  peace,  health  Q¥  safety 

5  within  the  meaning  e^  Article  i^  ei  the   Constitution  €t&4 

6  shall  ge  i«te  immediate   effect.   ¥he  facts   constituting   such 

7  necessity  arc ; 

8  ¥he  people  ei  thie  State  presentl.v  a^:^  unable  to  easily  as- 

9  eertain    where    the    poultry    they    purchase    was    grown,    e¥ 

10  whether  e¥  »et  same  has  been  treated  with  antibiotic  medica- 

11  tion,  anrd:  consequently  they  a4=e  often  deceived  as  te  the  qual- 

12  ity  el  the  poultr}^  €m^  the  standards  under  which  it  was 
l;^  raisedv   fe   order   te    permit    identification    ei   fresh    poultry 

1 4  which  is  locally  grown  a»dr  raised  here  m  California,  it  is  eee- 

15  essary  that  this  aet  take  immediate  effect. 


REPORT  ON   AGRICULTURAL   AND   LIVESTOCK   PROBLEMS  97 

EXHIBIT    11 

AMENDED  IN  ASSEMBLY  APRIL  24,  1959 

CALIFORNIA   LEGISLATURE,  1959   REGULAR   (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  1555 

Introduced  by  Mr.  McCollister 

February  20,  1959 


REFERRED  TO   COMMITTEE  ON  LIVESTOCK  AND  DAIRIES 


An   act   to   add   Section   1102.6    to    the    Agricultural    Code, 
relating  to  egg  standards. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section   1102.6   is   added   to   the  Agricultural 

2  Code,  to  read : 

3  1102.6.     Chicken  e^gs  »e*  produced  m  this  State,  whether 

4  €>¥■  ftet  sueh  eggs  ft«?  proceHsed  e^^  packed  m  this  State,  shall 

5  ttet  he  seM  at  i^etail:  i»  this  &tete  as  a  lyesh  product  ttftless  the 

6  container  el  such  eggs  is  marked  te  indicate  the  state  ha  which 

7  the  eggs  weve  produced. 

8  1102.6.     No  eggs,  or  containers  of  eggs,  shall  he  sold  at 

9  retail  in  this  State  as  a  fresh  product  of  this  State,  whether 

10  or  not  such  eggs  are  processed  or  packed  in  this  State,  unless 

11  the  eggs  and  all  eggs  in  the  containers  have  actually  heen 

12  grown  and  raised  in  California. 
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EXHIBIT    12 

AMENDED  IN  ASSEMBLY  MAY  8,  1959 
CALIFORNIA  LEGISLATURE,  1959  REGULAR   (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  2076 

Introduced  by  Mr.  Winton 
March  18,  1959 


REFERRED  TO   COMMITTEE  ON  LIVESTOCK  AND  DAIRIES 


An  act  to  add  Article  3  (commencing  at  Section  1120)  to 
Chapter  8,  Division  5,  of  the  Agricultural  Code,  relating 
to  poultry  quality. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Article   3    (commencing   at   Section   1120)    is 

2  added  to  Chapter  8,  Division  5  of  the  Agricultural  Code,  to 

3  read : 

4  Article  3.     Poultry  Quality  Grades 
5 

6  1120.     As  ttsed:  m  ^Ma  article  "poultry"  e^  "poultry  meat^ 

7  1120.     As  used  in  this  article: 

8  (a)  "Poultry"  means  domesticated  chickens  and  turkeys 

9  to  he  used  for  human  food. 

10  (b)  ''Poultry  meat"  means  the  carcass  of  poultry  or  any 

11  part   thereof  except  the   gihlets,   hut  shall  not  include   live 

12  poultry  or  processed  poultry  meat. 

13  ((^)  "Marked"   means   plainly,   legihly   and   conspicuously 

14  laheled,  stamped,  tagged,  stenciled,  or  hranded  to  show  the 

15  grade  of  poultry  meat  as  prescrihed  hy  regulations. 

16  (d)  "Wlislahel"   means   the   placing,   or   presence,   of  any 

17  false,  deceptive  or  misleading,  mark,  tag,  hrand,  design,  in- 

18  scription,  statement,  hilling,  invoice,  placard,  sign  or  other 

19  descriptive  designation  relating  to  grade. 

20  (^)  ''Processed"  or  "processing"  means  (1)  the  commer- 

21  cial  manufacturing  of  products  of  poultry  meat  hy  any  method 

22  of  cooking,  and  (2)  the  cutting  up  into  pieces  smaller  than 

23  the  customary  parts,  such  as  necks,  hreasts,  wings,  hacks,  legs, 

24  thighs,  or  similar  and  identifiahle  portions  of  the  carcass. 

25  (f)  "Producer"  means  any  person  who  is  engaged  in  the 

26  husiness  of  growing  (that  is,  feeding  and  caring  for)  poultry, 
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1  some  of  ivhich  is  marketed  as  poultry  meat,  for  a  period  of 

2  three  weeks  or  more  for  the  purpose  of  increasing  the  size  and 

3  weight  of  such  poultry. 

4  (g)  "Poultry  Plant"  means  any  place   where  poultry  is 

5  slaughtered,  dressed  or  draivn,  or  any  place  where  poultry 

6  meat  is  cut  up,  recut,  packed  or  repacked  or  otherwise  pre- 

7  pared  for  human  food. 

8  1121.     It  is  U7dawful  to  pack,  repack,  cut  up,  recut,  offer 

9  for  sale,  advertise  for  sale  or  sell  poidtry  meat  within  this 

10  State,  unless  (a)  each  carc<iss  or  its  wrapper  or  (h)  each  con- 

11  tainer  of  cut-up  poidtry  meat  or  poultry  parts  is  graded  as 

12  to  quality  and  is  clearly  and  conspicuously  marked  with  the 

13  fidl,  correct  and  unahdreviated  designation  of  grade  as  pro- 

14  vided  in  this  article  and  in  regidations  adopted  hereunder. 

15  Such  official  quality  grades  may  he  either  the  federal  grades 

16  for  poultry  as  established  and  published  by  the  United  States 

17  Department  of  Agriculture,  or  official  California  state  grades 

18  established  by  the  director,  or  the  official  grades  of  any  other 

19  state  found  by  the  director  to  be  equivalent  to  such  federal  or 

20  California  state  grades. 

21  1122.     The  director  is  authorized  to  establish  official  Cali- 

22  fornia  state  grades  and  adopt  rules  and  regidations  for  carry- 

23  ing  out  the  provisions  of  this  article  after  public  hearing  held 

24  in   accordance    with    Chapter   4    (commencing    with    Section 

25  11370,  Part  1,  Division  3  of  Title  2  of  the  Government  Code. 

26  Any  California  State  grades  shall  be  based  upon  the  federal 

27  grades  for  poultry  established  by  the  United  States  Depart- 

28  ment  of  Agriculture. 

29  1123.     (a)  It  is  unlawful  to  advertise  the  sale  of  poultry 

30  meat  in  any  newpaper  or  publication  or  on  any  sign,  placard 

31  or  by  any  other  means,  unless  such  advertising  includes  the 

32  full,  correct  and  unabbreviated  designation  of  the  grade,  as 

33  provided  in  this  article,  of  the  product  being  advertised.  Such 

34  designations  of  grade  used  in  such  advertising  shall  be  in  bold- 

35  face  type  or  other  conspicuous  letters  and  at  least  one-half  the 

36  size  of  the  letters  or  figures  used  to  desginate  the  price. 

37  (b)  It  is  unlawful  to  mislabel  any  carcass,  package,  con- 

38  tainer  or  display  of  poultry  meat  as  to  grade. 

39  1124.     Notwithstanding  the  provisions  of  this  article: 

40  ((t)  Individual  carcasses  of  poultry  meat  or  packages  of 

41  cut-up  poultry  or  poultry  parts  prepared  for  use  by  institu- 

42  tions,  public  eating  houses  or  for  processing  as  defined  in  this 

43  article  or  for  cutting  up  and  repackaging  for  retail  sale,  and 

44  packaged  in  shipping  containers  holding  several  carcasses  or 

45  packages  of  such  poultry,  need  not  be  marked  with  the  offioial 

46  grade  if  each  such  container  is   clearly  and  conspicuously 

47  marked  with  the  proper  grade  designation,  and  of  such  in- 

48  tended  use,  in  letter's  at  least  one-half  inch  in  height  and  on  a 

49  surface  so  as  to  be  readily  visible  to  the  purchaser. 

50  (b)  Poultry  parts  when  displayed  for  sale  to  consumers  in 

51  bulk  without  being  packaged  or  wrapped,  shall  be  segregated 

52  as  to  grade  and  shall  be  designated  as  to  proper  grade  or 
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1  grades  upon  a  placard  clearly  identifying  the  poultry  parts 

2  designated  thereby  in  a  clear  and  conspicuous  manner  readily 

3  visible  to  the  purchaser. 

4  (c)  Cut-up  poidtry  meat  consisting  of  all  of  the  parts  of  a 

5  carcass,  prepared,  packaged  and  offered  for  sale  shall  he  from 

6  only  one  grade.  Containers  of  poultry  parts  of  different  grades 

7  shall  be  marked  to  indicate  the  grade  and  the  quantity  of 

8  each. 

9  1125.     The  director  shall  enforce  the  provisions  of  this  arti- 

10  cle  where  any  poidtry  meat  is  packed,  repacked,  cut  up  or 

11  recut.   The   director  and   the   commissioners   of  each   county 

12  under  the  supervision  of  the  director  shall  enforce  the  provi- 

13  sions  of  this  article  where  any  poidtry  meat  is  offered  for  sale 

14  or  sold. 

15  All  enforcing  officers  may  enter  and  inspect  any  place  or 

16  conveyance  where  any  poultry  or  poultry  meat,  as  defined  in 

17  this  article,  is  produced,  slaughtered,  prepared,  packed,  re- 

18  packed,  cut  up,  recut,  stored,  delivered  for  shipment,  loaded, 

19  shipped,  transported  or  sold,  and  may  inspect  all  such  poultry 

20  and  poidtry  meat  and  the  containers  thereof,  and  may  take 

21  for  inspection  such  representative  samples  of  such  products 

22  dnd  containers  as  may  be  necessary  to  determine  whether  or 

23  not  this  article  has  been  violated. 

24  Any  enforcing  officer  may,  while  enforcing  the  provisions  of 

25  this  article,  seize  or  hold  as  evidence  all  or  any  part  of  any 

26  lot  of  poultry  meat  found  to  be  in  violation  of  this  article  as 

27  may  in  his  judgment  be  necessary  to  obtain  the  conviction 

28  of  the  party  he  knows  or  believes  has  violated  or  is  violating 

29  any  of  the  provisions  of  this  article. 

30  1126.     Any  lot  of  poultry  meat  which  is  not  in  compliance 

31  in  all  respects  with  the  provisions  of  this  article  and  rules  and 

32  regulations  issued  hereunder,  is  hereby  declared  to  be  a  public 

33  nuisance.  Any  enforcing  officer,  if  he  has  reason  to  believe  that 

34  any  such  lot  is  not  in  compliance,  may  hold  such  lot  pending 

35  proceedings  to  condemn  and  abate  such  nuisance  in  accordance 

36  with  the  procedures  set  forth  in  Section  785,  applicable  to 

37  fruits,  nuts  and  vegetables. 

38  1127.     The  provisions  of  this  article  do  not  apply  to: 

39  (a)  Poultry  meat  derived  from  poultry  which  is  slaughtered 

40  on  the  premises  where  produced  and  which  poultry  meat  (1) 

41  is  sold  by  the  producer  thereof  at  retail  on  such  premises,  or 

42  (2)  is  sold  at  retail  by  the  producer  thereof  off  of  such  prem- 

43  ises,  either  direct  to  consumers  at  their  homes  or  at  a  retail 

44  stand  operated  by  such  producer  in  a  farmers'  market,  or  (3) 

45  is  sold  by  the  producer  thereof  on  or  off  the  premises  where 

46  produced,  to  retail  stores  or  public  eating  houses.  As  used  in 

47  this  subdivision,   "producer"  includes   only  individual  pro- 

48  ducers  who  do  not  employ,  except  in  unforeseeable  exigencies, 

49  any  person  other  than  members  of  their  immediate  families. 

50  (b)  Poultry  meat  derived  from  poultry  which  is  slaugh- 

51  tered,  dressed  and  sold  on  the  premises  where  produced  for 
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1  purposes  other  than  resale,  when  the  entire  poultry  meat  out- 

2  put  of  the  producer  of  such  poultry  is  so  sold. 

3  1128.     Any  violation  of  this  article  is  a  misdemeayior,  pun- 

4  ishahle  dy  a  fine  of  not  less  than  fifty  dollars  ($50)  nor  more 

5  than  five  hundred  dollars  ($500)  for  each  violation. 

6  1139.     Any  person  operating  a  poidtry  plant  in  this  State 

7  shall  pay  to  the  director  an  assessment  of  two  cents  ($0.02) 

8  per  100  pounds  of  poultry  meat  ivhich  is  slaughtered,  dressed 

9  or  drawn,  cut  up,  recut,  packed,  packaged  or  repacked  or 

10  otherwise  prepared  for  human  food  in  any  such  plant.  The 

11  amount  of  such  assessment  shall  he  based  upon  the  ready-to- 

12  cook  weight  or  the  New  York  dressed  weight.  Only  one  assess- 

13  ment  shall  he  payable  on  any  lot  of  poultry  meat. 

14  The  director  shall  promulgate  and  adopt  rules  and  regula- 

15  tions  for  the  reporting  and  collecting  of  such  assessments. 

16  mcana  ^tiie  cnrcaHB  e#  poultry  e*  parte  tlicrcof  el  chickcna  aftd 

17  turkcya  seM  iev'  human  conHumptionr 

18  1121;    Ail  poultry  ev^  poultry  eaearfe  Bold,  offorocT  le^  sale, 

I  M  \Jl     ti/\^L  V  L'l  t InUvA    TUX     WlIHJ    tXV    1  UTTTTt    TV  1  till IX   TTTTTj    hJ  LfXu^    raXUXTT   TTXj   gnXTTCTT 

20  as  ^  qualit}'"  a»4  such  poultry  e^^  poultry  meat  shall  tee  labolcd: 

21  with  #ie  official  quality  grades  applicable  te  such  poultry  e¥ 

22  poultry  meat. 

C\C\  W  -IT  /-> Ti      /-\4-t-t  nt  *-i  1      j-^  Ti  f^  I  1  4-TT     £^\^*-\  r]  ^-^n     tnr\  r\  -tt     l^r\     f\-t -j-l-^  r^t*    4- \r\  r\     ,T r* /-l  r* T* *1  I      /im  fl  1 1  T \T 

^X  K5  LlL'll    UXXICXUX    t^LltlXlTj'     gX  MT^IUO    lllClj      U"    tjl  tllV^X      uaxv^    X^TTTTTTTrr  TjnTTTTTry^ 

24  grades  loi?  poultry  as  established  a»d  published  tey  the  United 

25  States  Department  ei  Agriculture,  ei'  official  California  state 

26  quality  grades  established  tey  ttee  director,  ei=-  the  official  qual- 

27  ity  grades  ei  any  other  state  found  tey  the  director  te  tee  equiv- 

28  alcnt  te  such  federal  e?  California  state  gradcsr 

29  1122.     ¥he  director  is  authorised  te  establish  official  Call- 

30  fornia  state  quality  grades  a#ei'  public  hearings  held-  tey  the 

31  director  after  giving  notice  te  aH  segments  ei  the  industry 

32  affected  thereby.  Any  California  state  quality  g4=ades  shall  tee 

33  based  upon  the  federal  quality  grades  le*  poultry  established 

34  tey  the  United  States  Department  ei  Agriculture. 

35  1123.     Any  advertising  el  peulti^y  e*  poultry  meat  le*  sale 

36  at  retail  shaH  show  the  official  quality  grade  el  the  product 

37  being  advertised  and  offered  lei^  saler  Such  designation  nsedr 

38  in  the  advertising  shall  tee  in  boldface  type  e^  other  conspic- 

39  U0U3  letters  and:  at  least  one-hall  the  si«e  el  the  letters  e^^  %- 

40  «^es  used  te  designate  the  price. 

41  1131.     5%te  provisions  el  this  article  de  net  apply  te  poul- 

42  t*^  meat  produced  and  seld:  in  the  manner  provided  tey  snte- 

43  division  -fe^  ^  Section  1116. 

44  1125.     ^^irB^  violation  el  this  article  is  a  misdemeanor  pun- 

45  ishable  tey  a  fee  el  net  less  than  filty  dollars  ($50)  ne^  more 

46  than  five  hundred  dollars  ($500)  iev  eaeb  s-neh  violation. 
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EXHIBIT    13 

r 

AMENDED  IN  ASSEMBLY  MAY  8,  1959 
CALIFORNIA  LEGISLATURE,  1959  REGULAR   (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  2077 

Introduced  by  Mr.  Winton 

March  18,  1959 


REFERRED  TO   COMMITTEE  ON  LIVESTOCK  AND  DAIRIES 


An  act  to  add  Article  3.5  (commencing  at  Section  1130)  to 
Chapter  8,  Division  5  of  the  Agricultural  Code,  relating 
to  the  sale  of  poultry  ,  AND  MAKING  AN  APPROPRIA- 
TION THEREFOR . 

The  7Kople  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Article  3.5    (commencing  at  Section  1130)   is 

2  added  to  Chapter  8,  Division  5  of  the  Agricultural  Code,  to 

3  read : 

4  Article  3.5.     Poultrv  Resale  Markup 
5 

6  1130.     As  used  in  this  article  : 

7  (a)   "Poultry"    or    "poultry    meat"    means    carcasses    of 

8  poultry  or  parts  thereof  from  chickens  and  turkeys  sold  for 

9  human  consumption. 

10  (b)   "Retail   concern"   means   any   concern  which   sells   or 

11  offers  for  sale  poultry  or  poultry  meat  at  retail  to  consumers. 

12  (c)   "Cost"    means   the    invoice    purchase    price    plus    any 

13  transportation,  storage,   further  processing  or  packaging,   or 

14  carrying  charges  incurred  and  applicable  to  any  lot  of  poultry. 

15  1131.     It  is  unlawful  for  any  retail  concern  to  sell,  offer 

16  to  sell,  or  to  advertise  for  sale  either  directly,  or  by,  through, 

17  or  by  means  of  affiliation  with,  another  concern,  any  grade  of 

18  poultry  or  poultry  meat  at  less  than  the  cost  of  such  poultry 

19  or  poultry  meat  to  the  retail  concern  plus  a  reasonable  retail 

20  markup. 

21  The  reasonable  retail  markup  sliall   be  established  by  the 

22  director  following  hearings  held  by  the  director  after  proper 

23  notice  to  retail  concerns  generally  in  the  State.  In  establishing 

24  such   markup    the    director   shall    give    consideration   to    the 
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1  markup  on  such  products  or  similar  products  being  charged 

2  by  retail  concerns  generally  throughout  the  State. 

3  1132.     Upon  issuance  of  a  retail  markup  regulation  or  any 

4  modification  thereof,  notice  of  such  action  shall  be  posted  on 

5  a  public  bulletin  board  maintained  by  the  director  in  his  office 

6  and   a  copy  of  such   Jiotice   shall  be  published  pursuant  to 

7  Section  6061  of  the  Government  Code  in  the  Capital  of  the 

8  State  and  in  such  other  localities  as  the  director  may  prescribe. 

9  No  retail  markup  regulation  or  any  modification  thereof  shall 

10  take  effect  until  after  five  daj's  from  the  date  of  such  posting 

11  and  publication.  The  director  shall  also  issue  general  press 

12  releases  concerning  such  regulation  for  distribution  through- 

13  out  the  State. 

14  1133.     Nothing  in  this  article  shall  be  construed  to  prevent 

15  any  retail  concern  from  meeting,  in  good  faith,  a  lawful  com- 

16  petitive  price  or  a  lawful  competitive  condition. 

17  1134.     Violation  of  this  article  is  a  misdemeanor  and  punish- 

18  able  by  a  fine  of  not  less  than  fifty  dollars   ($50)   nor  more 

19  than  five  hundred  dollars  ($500)  for  each  such  violation. 

20  SEC.  2.     There  is  hereby  appropriated  out  of  the  General 

21  Fund  in  the  State  Treasury  the  sum  of  forty  thousand  dollars 

22  ($40,000)  for  the  administration  of  this  act. 
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EXHIBIT    14 

CALIFORNIA   LEGISLATLRE.   1959   REGULAR    .GENERAL^    SESSION 

ASSEMBLY  BILL  No.  2813 


Introduced  by  Messi's.  Garrigiis.  Sumner.  Hanna.  McCollister. 

and  Frew 


Mav  4. 19o9 


REFERRED  TO  COMMITTEE  OX  LI^'ESTOCK  AXT*  DAIRIE; 


An  act  to  add  Article  5  (commencing  at  Secti&n  380^0)  to 
Chapter  3,  Division  3,  of  the  Agricultural  Code,  and  to 
amend  Section  l:?il^2  of  the  Business  and  Professions  Code, 
relating  to  poultry  meat. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Sectiox  1.     Article  5    \^  commencing  at  Section  380.201   is 

2  added  to  Chapter  o.  Division  3.  of  the  Asrricultnral  Code,  to 

3  read : 

4  Article  5.     Moisture  Content  of  Poultry  Meat 
5 

6  3S0.20.     As  used  in  this  article 

7  (a^t   "Poidtry"  means  domesticated  fowl  to  be  used   for 

8  human  food,  and  includes  chickens,  turkeys,  ducks,  geese,  and 

9  other  domesticated  birds. 

10  '  b''   "Poultry  meat''  means  the  carcass  of  poultry  or  any 

11  part  thereof  in  the  raw  state,  but  does  not  include  poultry 

12  meat  food  products. 

13  3S0.21.     It    shall    be    unlawful    to    offer   for    sale    or    sell 

14  poultry  meat  which  contains  added  moisture  in  excess  of  4 

15  percent  by  weight,  or  in  excess  of  any  greater  amount  that 

16  may  be  established  by  regulations  of  the  director  as  necessary 

LEGISLATIVE  COUXSELS  DIGEST 
A.  B.  2S13  as  introduced.  Garrisrus  i  L.  &  D.K  >roi?nire  in  ix>ultrj-  meat. 
Adds  Art.  5    (commencini:  at  Sec.  3S0.20>.  Ch.  3.  Div.  3.  Ag.   C.  amends  Sec. 
12022.  B.  &  P.  C. 

Prohibits  sale  or  offering  for  sale  poultry  meat  which  contains  added  moisture  in 
excess  of  4  percent  by  weight,  or  in  excess  of  stich  greater  amount  as  may  be  estab- 
lished by  regulations  of  the  Director  of  the  Department  of  Agriculture,  and  makes 
violation  a  misdemeanor. 


REPORT   ON   AGRICULTURAL  AND   LI\'ESTOCK   PROBLEMS  105 

1  iu  good  commercial  proeessiugr  techniques  consistent  with  pro- 

2  teotion  of  the  interests  of  the  eonsnming  public. 

3  380.22.     The  director  shall  enforce  this  article,  and  ma}', 

4  after    investigation    and    hearings    conducted    in    accordance 

5  with  Chapter  4  (commencing  at  Section  11370),  Part  1,  Divi- 
G  sion  3,   Title   2,   of  the   Government   Code,   promulgate   and 

7  adopt  such  rules  and  regulations  as  are  reasonably  necessary 

8  for  carrying  out  the  provisions  thereof. 

9  380.23.     All  enforcing  officers  may  enter  and  inspect  any 

10  place  or  conveyance  where  any  poultry  or  poultry  meat,  as 

11  defined   iu   this   article,    is   produced,   prepared,   packed,   re- 

12  packed,  cut  up,  recut,  stored,  delivered  for  shipment,  loaded, 

13  shipped,  transported  or  sold,  and  may  inspect  all  such  poultry 

14  and  poultry  meat  and  the  containers  thereof,  and  may  take 

15  for  inspection  such  representative  samples  of  such  products 

16  and  containers  as  maj'  be  necessary  to  determine  by  labora- 

17  torj^  analysis  or  other  tests  whether  or  not  this  article  has 

18  been  violated. 

19  380.24.     Any   person  who   violates   the   provisions   of  this 

20  article  or  the  regulations  adopted  thereunder  is  guilty  of  a 

21  misdemeanor. 

22  Sec.  2.     Section    12022    of    the    Business    and    Professions 

23  Code  is  amended  to  read  : 

24  12022.     Every  person  who,  in  putting  up  in  any  container, 

25  goods  usually   sold  b}"  weight,   puts  in  or   conceals  therein 

26  any  other  sui)stance  including  moisture,  except  such  moisture 

27  as  may  be  included  or  absorbed  by  the  goods  or  commodity 

28  contained  therein  during  preparation  for  market  or  process- 

29  ing  in  accordance  with  ordinary  commercial  practice,  for  the 

30  purpose  of  increasing  the  weight  of  such  container  with  intent 

31  therebj'  to  sell  the  goods  therein  or  to  enable  another  to  sell 

32  the  same,  for  an  increased  weight,  is  punishable  by  fine  of  not 

33  less   than    twenty-five    dollars    ($25)    for    each    offense.    The 

34  amount   of   added    moisture    contained   in   poultry    meat   as 

35  defined  in  Section  330.20  of  the  Agricultural  Code  shall  not 

36  exceed  4  percent  hy  weight  or  any  greater  amount  estahlished 

37  hy  regulation  of  the  director. 
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1  (k)   "Uniform  iii  size''  means  that  the  eggs  in  any  one  con- 

2  tainor  shall  not  vary  more  than  three-eighths  of  an  ounce  in 

3  weight. 

4  (/)   "Visible  germ  development"  means  that  there  has  been 

5  some  development  of  the  germ  which  is  slightly  visible  as  a 

6  deeper  colored  area  on  the  yolk  as  shown  by  candling  the  egg. 

7  (m)   "Firm  white"  means  that  the  white  is  sufficiently  thick 

8  or  viscous  to  permit  but  little  movement  of  the  yolk  from  the 

9  center  of  the  egg. 

10  (n)   "Checks"  are  eggs  with  shells  which  are  not  sound  as 

11  determined  by  candling,  appearance,  or  other  means ;  provided, 

12  no  exudation  is  present. 

13  (o)   "Dirties"  are  eggs  with  shells  which  are  not  reasonably 

14  clean  as  determined  by  appearance. 

15  (p)   "Inedible   eggs"    are    eggs   which    as    determined   by 

16  candling  or  any  other  means  contain  black  spot,  black  rot, 

17  white  rot,  mixed  rot  (addled),  adherent  yolks,  blood  rings  or 

18  blood  veins  due  to  embryo  development,  embryo  chicks,  sour 

19  eggs,  mustry  eggs,  or  which  are  moldy,  filthy,  decomposed, 

20  putrid,  or  otherwise  unfit  for  human  consumption  in  whole  or 

21  in  part.  Eggs  with  the  shell  cracked  to  the  extent  that  the  con- 

22  tents  of  the  egg  exude  to  the  outside  surface  of  the  shell  shall 

23  not  be  considered  to  be  "inedible  eggs,"  as  defined  herein, 

24  unless  the  exuded  portion  of  the  egg  is  moldy,  filthy,  decom- 

25  posed,  putrid,  or  otherwise  unfit  for  human  consumption  in 

26  whole  or  in  part. 

27  (q)   "Denatured"  means  eggs  (1),  made  unfit  for  human 

28  food  by  treatment  or  the  addition  of  a  foreign  substance  or 

29  (2),  with  one-half  of  more  of  the  shell's  surface  covered  by  a 

30  permanent  black,  dark  purple  or  dark  blue  dye. 

31  (r)   "Clear  white"  means  that  the  white  is  free  from  dis- 

32  coloration  or  foreign  bodies. 

33  -fs^  "Leakers"  means  eggs  t4ia%  have  ehecka  of  cracks  i» 

34  t4ie  shell  ^  t^  extent  t4i*fe  tbe  white  exudes  to  the  outside 

35  surface  ef  the  shell. 

36  Sec.  2.     Section  1102  of  said  code  is  amended  to  read  : 

37  1102.     As  used  in  this  article  Avith  relation  to  chicken  eggs, 

38  the  following  standards  of  quality,  as  determined  by  candling, 

39  are  hereby  established  : 

40  (1)   "Grade  AA":  shall  consist  of  eggs  which  are  clean; 

41  sound  :  with  air  cell  localized  and  not  over  three-sixteenths  inch 

42  in   depth ;   whites  shall   be  clear  and  firm ;   no  visible  germ 

43  development  present. 

44  (2)   "Grade  A":  shall  consist  of  eggs  which  are  reasonably 

45  clean ;  sound,  with  air  cell  not  over  one-fourth  inch  in  depth ; 

46  whites  shall  be  clear  and  firm;  no  visible  germ  development 

47  present.  Checks  or  dirties,  if  so  marked,  may  be  present  in  this 

48  grade. 

49  (3)   "Grade   B":   shall  consist   of  eggs  reasonably   clean; 

50  sound,   with  air   cell  not   over  three-eighths  inch   in  depth; 
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1  visible  germ  development  may  be  present.  Checks  or  dirties, 

2  if  so  marked,  may  be  present  in  this  grade. 

3  (4)   "Grade  C":  shall  consist  of  eggs  which  in  qualit}'  are 

4  below  the  reqnirements  of  "grade  B"  anad  are  not  inedibles 

5  or  contain  blood. 

6  Seo.  ^     Section  1102.1  e4  said  eodo  is  amended  te  road : 

7  1102.1.     ¥ke  tolcrnnocrj  lei'  eggfj  m  fmy^  Gontainor  €>¥■  bnlk 

8  lot   ae   determined   fey   count,   ei  the  ^t-unlity   grades    "grade 

9  AA,"  "grade  A^  a«d  ^^ade  ^~-  shall  be  as  follows ; 

10  -fa^  "Grade  A  A"  :  Eggs  el  this  grade  «iay  contain  §  pei^ 

11  eeirt  el  eggs  which  a*^  set  sound ;  and  40  percent  el  the  eggs 

12  made  be  "grade  Ar^ 

13  -fb)-  "Grade  A^  Sggs  el  tMs  grade  «tay  contain  §  percent 

14  el  eggs  which  a^^  net  reasonably  clean  e*'  sound ;  and  40  pe^ 

15  eeftt  el  the  eggs  mrty  be  "grade  ©r^  "Checks,"  il  se  marked, 

16  may  contain  e  percent  el  eggs  which  a^^  chocked  e¥  cracked 

17  te  the  extent  that  they  become  leakers. 

18  -f^  "Grade  ©— ?  Eggs  el  this  grade  may  contain  4e  percent 

19  ol  eggs  which  afe  net  reasonabh'  clean  e^  sound  ei?  ei  grade  O-j 

20  provided,  that  the  total  percentage  el  grade  O  eggs  shall  net 

21  exceed  e  percent. 

22  ^^G^  4t  sec.  3.     Section  1103  of  said  code  is  amended  to 

23  read : 

24  1103.     It  is  unlawful  to  prepare,  pack,  place,  deliver  for 

25  shipment,  deliver  for  sale,  load,  ship,  transport  or  sell  in  bulk 

26  or  in  containers  or  subeontainers  eggs : 

27  (a)   Unless  each  container  and  subcontainer  of  chicken  eggs 

28  is  marked  with  the  full,  correct  and  unabbreviated  designation 

29  of  size  and  quality  of  the  eggs  therein  according  to  the  stand- 

30  ards  as  prescribed  in  this  article  together  with  the  name  and 

31  address  of  the  producer,  dealer,  retailer,  or  agent  by  or  for 

32  whom  the  eggs  were  graded  or  marked ; 

33  (b)   "Which  are  mislabeled  : 

34  (e)  Which  are  deceptive; 

35  (d)   That  are  or  contain  inedibles  and  which  are  not  de- 

36  natured  or  contain  blood;  provided,  that  not  to  exceed  5  per- 

37  cent  hy  count  of  inedibles  or  bloods  shall  be  permitted  when 

38  eggs  are  going  to  a  dealer  for  candling  and  grading,  or  to  a 

39  breaking  plant  for  breaking  purposes. 

40  (e)   Which  have  been  in  an  incubator,  unless  the  inedibles 

41  have  been  removed. 

42  Only  one  description  of  the  size  and  quality  of  eggs  shall 

43  appear  upon  a  container,  subcontainer  or  placard  required  by 

44  this  article,  except  that  as  to  eggs  placed  in  containers  the 

45  markings  may  show  different  size  and  quality  descriptions  for 

46  specified  quantities  of  eggs  in  the  container. 

47  Designations  of  size  and  quality  required  by  this  section  to 

48  be  marked  upon  containers  of  eggs  shall  be  plainly  and  con- 

49  spicuously  marked  in  boldface  type  letters  (1)  not  less  than 

50  one-fourth  inch  in  height  on  the  outside  top  face  of  each 

51  container  holding  less  than  15  dozen  eggs  and   (2)   not  less 

52  than  one-half  inch  in  height  on  one  outside  end  of  any  oblong 
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1  container  holding  15  dozen  or  more  eggs  and  on  one  outside 

2  side  of  any  other  container  holding  15  dozen  or  more  eggs. 

3  g^g^r  &r  8EC.  4.     Scction  1103.02  of  said  code  is  amended  to 

4  read : 

5  1103.02.     Notwithstanding  any  other  provision  of  this  ar- 

6  tide,  eggs  to  be  used  for  breaking  out  purposes  may  contain 

7  blood  when  prepared,  loaded,  shipped,  or  sold  to,  or  in  the 

8  possession  of  a  licensed  egg-breaking  plant. 

9  See  ^  SEC.  5.     Section  1107  of  said  code  is  amended  to 

10  read : 

11  1107.     Any  person  who  violates  any  of  the  provisions  of 

12  this  article  is  guilty  of  a  misdemeanor  punishable : 

13  (a)   In  cases  of  willful  or  intentional  violation  by  imprison- 

14  ment  in  the  county  jail  not  exceeding  six  months  or  by  fine 

15  not  exceeding  five  hundred  dollars  ($500)  or  by  both,  or 

16  (b)   In  cases  not  involving  willful  or  intentional  violation 

17  by  fine  not  exceeding  five  hundred  dollars  ($500). 

18  Before  a  complaint  for  violation  of  the  provisions  of  this 

19  article  is  filed  by  the  enforcement  officer,  such  officer  shall  give 

20  the  alleged  violator  an  opportunity  to  be  heard.  Notice  of  such 

21  opportunity  to  be  heard  shall  be  given  to  the  alleged  violator 

22  at  least  five  days  before  a  complaint  is  filed. 
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EXHIBIT    16 

SENATE  BILL  No.  1390 


Introduced  by  Senator  Rattigan 
Mav  4.  1959 


REFERRED  TO  COMMITTEE  OX  AGRICULTURE 


All  act  to  add  Section  1102.7  to  the  Agricultural  Code,  relat- 
ing to  eggs. 

The  people  of  the  State  of  California  do  enact  as  foUoics: 

1  Section  1.     Section   1102.7   is  added   to  the  Agricultural 

2  Code,  to  read : 

3  1102.7.     The  presence  of  a  California  name  or  address,  or 

4  the  word  ''California"  on  the  label  of  any  eggs  shall  consti- 

5  tute  a  representation  that  such  eggs  were  produced  in  Cali- 

6  fornia,  unless  such  label  is  plainly  and  conspicuously  marked 

7  to  indicate  otherwise. 

LEGISLATIVE  COUNSEL'S  DIGEST 

S.  B.  1390  as  introduced,  Rattigan   (Agr. ).  Labeling  requirements  for  eggs. 

Adds  Sec.  1102.7.  Ag.  C. 

Provides  that  a  California  name  or  address,  or  the  word  "California"  on  egg  labels 
is  a  representation  that  the  eggs  were  produced  in  this  State,  unless  the  label  plainly 
indicates  otherwise. 
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EXHIBIT    17 

SENATE  BILL  Xo.  1391 


Introdticed  by  Senator  Rattigan 
May  4,  1959 


REFERRED  TO  COMMITTEE  OX  AGRICULTURE 


An  act  to  add  Section  380.13  to  the  Agricultural  Code,  relat- 
ing to  poultry. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section   380.13   is   added   to   the   Agricultural 

2  Code,  to  read: 

3  380.13.     The  presence  of  a  California  name  or  address,  or 

4  the  word  "California"  on  chicken  poultry  meat  or  packages 

5  of  such  meat  shall  constitute  a  representation  that  such  meat 

6  is  from  California  gro^vn  or  raised  chicken  poultry,  unless 

7  such  chicken  poultry  meat  or  package  thereof  is  plain'y  and 

8  conspicuously  marked  to  indicate  otherwise. 

LEGISLATIVE  COUNSEL'S  DIGEST 

S.  B.  1391  as  introduced,  Rattigan  (Agr.).  I>abeling  requirements  for  chicken 
poultrj'  meat. 

Adds  Sec.  380.13.  Ag.  C. 

Provides  that  a  California  name  or  address,  or  the  word  "California"  on  chicken 
poultry  meat,  or  packages  of  such  meat,  is  a  representation  that  the  poultry  was 
raised  in  this  State,  unless  the  meat  or  package  is  conspicuously  marked  otherwise. 
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EXHIBIT    18 

Assembly  Joint  Resolution  No.  12 

Adopted  in  Assembly  March  10,  1959 
Adopted  in  Senate  March  16,  1959 

CHAPTER 

Assemhly  Joint  Resolution  No.  12 — Relative  to  enactment  of  a 
National  Food  Allottncnt  Stamp  Plan. 

Whereas,  Reports  from  County  Welfare  Departments  in  California 
show  an  increasina:  number  of  low  income  families,  especially  those 
engaged  in  agricultural  occupations  at  both  the  farm  and  processing 
level,  forced  to  resort  to  appeals  to  public  assistance  agencies  to  pro- 
vide food  as  well  as  other  necessities  during  the  winter  and  spring ;  and 

Whereas,  Surplus  foods  furnished  by  the  United  States  Department 
of  Agriculture  are  available  to  public  assistance  recipients  in  only  a 
limited  number  of  counties  and  even  where  available  do  not  provide  a 
balanced  diet,  merely  furnishing  flour,  cornmeal,  dry  skim  milk  powder, 
rice  and  sometimes  butter;  and 

Whereas,  Retail  prices  for  food  continue  to  rise  along  with  the  cost 
of  all  other  living  items ;  unemployment  reached  317,000  in  December 
representing  5.3  percent  of  the  California  labor  force ;  many  counties, 
faced  with  welfare  department  deficits,  are  refusing  supplementary 
food  allotments  to  employables  or  those  drawing  unemployment  com- 
pensation benefits  which  are  totally  inadequate  for  large  families  and 
for  which  thousands  of  other  families  are  ineligible,  to  say  nothing  of 
the  growing  thousands  who  have  exhausted  their  benefits  yet  cannot 
find  jobs ;  and 

Whereas,  There  is  a  constant  surplus  of  farm  commodities  forcing 
down  the  price  paid  to  California  farmers  which  commodities  are 
bitterly  needed  by  the  unemployed  here  and  nationally,  now  number- 
ing more  than  four  million;  and 

Whereas,  A  National  Food  Allotment  Stamp  Plan  would  distribute 
these  surpluses,  as  they  arise,  through  retail  channels,  upgrading  the 
diets  of  those  most  in  need,  increasing  prices  to  farmers  and  stimulat- 
ing retail  sales;  and 

Whereas,  The  State  Department  of  Social  AVelfare,  the  California 
Association  for  Health  and  Welfare,  the  California  Institute  of  Social 
Welfare,  the  organized  labor  movement,  county  welfare  directors, 
farmers  and  city  people  through  community  and  civic  organizations 
favor  re-establishment  of  this  means  for  getting  surplus  foods  to  hun- 
gry people;  and 

Whereas,  A  number  of  measures  to  establish  a  National  Food  Stamp 
Program  have  been  introduced  in  the  Eighty-sixth  Congress;  now, 
therefore,  be  it 

Resolved  hy  the  AssemMy  and.  Senate  of  the  State  of  California, 
jointly,  That  the  Legislature  of  the  State  of  California  respectfully 
memorializes  the  Congress  of  the  United  States  to  enact  a  National 
Food  Allotment  Stamp  Plan  as  a  means  toward  strenghtening  our 
national  health  and  developing  a  more  equitable  distribution  of  the 
abundance  which  California  and  the  Nation's  farmers  are  in  a  position 
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to  provide  and  to  make  such  food  available  in  addition  to,  and  not  in 
place  of,  any  welfare  assistance  (financial  or  otherwise)  granted  needy 
persons;  and  be  it  further 

Resolved,  That  the  Chief  Clerk  of  the  Assembly  is  directed  to  trans- 
mit copies  of  this  resolution  to  the  President  and  Vice  President  of 
the  United  States,  to  the  Speaker  of  the  House  of  Representatives,  and 
to  each  Senator  and  Representative  from  California  in  the  Congress 
of  the  United  States. 
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EXHIBIT    19 

CALIFORNIA  LEGISLATURE,  1959   REGULAR   (GENERAL)   SESSION 

Assembly  Concurrent  Resolution  No.  60 


Introduced  by  Messrs.  McCoUister,  Samuel  R.  Geddes,  Winton, 

and  Belotti 


February  5,  1959 


REFERRED  TO   COMMITTEE  ON  RULES 


Assembly  Concurrent  Resolution  No.  60 — Relative  to  a  legisla- 
tive investigation  of  the  problems  of  vertical  integration  or 
contract  farming  in  the  agricultural  industries  of  this  State. 

1  Whereas,  The  agricultural  industries  including  the  dairy 

2  industry   and   poultry   and   livestock   products   are   of   great 

3  importance  to  all  the  people  of  this  State ;  and 

4  Whereas,    Vertical    integration    or    contract    farming   has 

5  substantially  increased  throughout  the  industry  affecting  the 

6  economic  health  of  independent  farm  family  operations  and 

7  farmer-owned  co-operatives  in  this  State ;  and 

8  Whereas,  The  Members  of  the  Legislature  should  be  fully 

9  informed  regarding  these  matters  in  order  to  enact  necessary 

10  legislation  pertaining  thereto;  now,  therefore,  be  it 

11  Resolved  by  the  Assembly  of  the  State  of  California,  the 

12  Seriate  thereof  concurring,  That  the  Joint  Interim  Committee 

13  on  Agriculture  and  Livestock  Problems  is  requested  to  study 

14  all  phases  of  the  problem  of  vertical  integration  or  contract 

15  farming,   to  hold  hearings  in  all  appropriate  areas  of  this 

16  State  and  to  report  thereon  to  the  Legislature,  including  their 

17  recommendations  as  to  needed  legislation. 

LEGISLATIVE  COUNSEL'S  DIGEST 

A.  C.  R.  60  as  introduced,  McOollister  (Rules).  Vertical  integration  or  contract 
farming. 

Requests  Joint  Interim  Committee  on  Agriculture  and  Livestock  Problems  to  study 
the  problem  of  vertical  integration  or  contract  farming,  and  to  report  to  the  Legis- 
lature thereon. 
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LETTER  OF  TRANSMITTAL 

Senate,  California  Legislatuke 
February  27,  1959 
To  the  President  of  the  Senate 
The  Speaker  of  the  Assembly 
And  Other  Members  of  the  Senate  and  Assembly 

On  June  12,  1957,  Senate  Resolution  133,  creating  the  Senate  In- 
terim Committee  on  Alcoholic  Beverap'e  Indnstry  was  adopted  by  the 
Senate.  The  Resolution  specifically  directed,  "a  study  be  made  of  all 
facts  relating-  to  the  manufacture,  distribution  or  sale  of  alcoholic  bev- 
erages, including,  but  not  limited  to  the  operation,  effect,  administra- 
tion, enforcement  and  needed  revision  of  any  laws."  A  copy  of  this 
Resolution  appears  in  the  Appendix  to  the  attached  report  marked 
Exhibit  A. 

On  September  17,  1957,  the  Senate  Rules  Committee  assigned  four 
measures  to  the  Committee  on  Alcoholic  Beverage  Industry  for  interim 
study.  These  measures  were : 

Senate  Bill  No.  1668  (1957) :  Relating  to  the  importation  of  alcoholic 

beverages  from  Mexico. 
Senate  Bill  No.  T830  (1957):  Relating  to  knowledge  of  the  licensee. 
Senate  Bill  No.  2401  (1957) :  Relating  to  credit  restrictions. 
Senate  Constitutional  Amendment  No.  39   (1957):  Relating  to  the 

Authority  of  the  Department  of  Alcoholic  Beverage  Control. 

The  committee,  in  its  study  of  all  facts  relating  to  the  Alcoholic  Bev- 
erage Industry,  held  meetings  in  Sacramento,  San  Francisco  and  San 
Diego.  A  report  covering  these  meetings  follows,  together  with  the 
committee's  conclusions  and  recommendations. 

Respectfully  submitted, 

James  E.  Buscii,  Chairman 
Carl  Ij.  Christensen 
John  J.  Hollister,  Jr. 
Ed.  C.  Johnson 
James  J.  McBride 
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COMMITTEE  CONCLUSIONS  AND 
RECOMMENDATIONS 

On  January  3,  1959,  the  committee  met  in  Sacramento  and  studied 
all  testimony  and  legal  material  received  to  date.  Conclusions  and  rec- 
ommendations are  as  follows : 

I.  Measures  Assigned  to  Committee  for  Study — Senate  Bills  Nos. 
1668,  1830,  2401  and  Senate  Constitutional  Amendment  No.  39 
(1957) : 

The  committee  accepted  oral  testimony  at  public  hearings  on 
each  of  these  measures.  After  thoroughly  considering  the  merits 
and  deficiencies  of  each  measure,  the  committee  unanimously  rec- 
ommends that  the  Legislature  take  no  further  action. 

II.  Proposed  Legislation  as  Set  Forth  in  a  Report  to  the  Committee 
by  the  Department  of  Alcoholic  Beverage  Control,  dated  March 
28,1958: 

The  committee  recommends  that  the  Department  of  Alcoholic 
Beverage  Control  conduct  further  studies  and  submit  appropriate 
findings  to  the  1959  Session  of  the  Legislature  on  the  general  sub- 
ject of  limited  licenses  with  particular  attention  to : 

1.  Population  ratios. 

2.  Fees  for  original  licenses  as  well  as  transfers. 

3.  County  to  county  transfers. 

The  committee  also  recommends  that  the  Legislature  give  no  fur- 
ther consideration  to  Senate  Bill  No.  2613  (1957). 

III.  Matters  for  Future  Consideration : 

If  interim  studies  on  alcoholic  beverage  control  are  to  be  con- 
tinued by  the  Legislature,  the  committee  recommends  that  special 
attention  be  devoted  to  clubs  and  veterans'  clubs  to  determine 
whether : 

1.  Additional  types  of  clubs  should  become  eligible  for  such 
licenses. 

2.  Clubs  and  veterans'  clubs  should  be  eligible  for  caterer's 
permits. 
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MEETINGS  OF  COMMITTEE 

MEETING,  AUGUST  20,  1957 

Pursuant  to  Senate  Resolution  No.  188,  and  following  written  notice 
to  the  members  of  the  Senate  Interim  Connnittee  on  Alcoholic  Beverage 
Industry,  an  organization  meeting  was  held  at  10  a.m.,  August  20,  1957, 
in  Room  3191,  State  Cajntol.  The  following  committee  members  were 
present : 

Senator  James  E.  Buseh ; 

Senator  Carl  L.  Christensen  ; 

Senator  Earl  D.  Desmond  ; 

Senator  John  Hollister,  Jr. ; 

Senator  Ed.  C.  Johnson. 

Senator  James  E.  Busch  was  elected  chairman  of  the  committee;  Sen- 
ator Earl  D.  Desmond,  vice  chairman  ;  and  George  T.  Flahive  was 
appointed  executive  secretary. 

Chairman  Busch  briefly  reviewed  the  measures  which  had  been  re- 
ferred to  the  committee.  It  was  unanimously  agreed  that  the  commit- 
tee's work  would  be  expedited  if  all  matters  could  be  placed  in  two  cate- 
gories :  controversial  or  noncontroversial  items. 

The  committee  further  agreed  that  the  best  way  to  accomplish  this 
would  be  for  the  Department  of  Alcoholic  Beverage  Control  to  conduct 
a  preliminary  meeting  with  all  interested  persons.  After  such  a  meet- 
ing, the  department  would  be  requested  to  report  to  the  committee  on 
the  following : 

1.  Items  which  have  general  approval  as  desirable  amendments  to  the 
Alcoholic  Beverage  Control  Act. 

2.  Items  which  are  controversial  and  which  require  further  study  by 
the  committee  to  determine  if  legislative  action  is  necessary'. 

MEETING,  NOVEMBER  19  AND  20,  1957 

On  November  19  and  20,  1957,  a  meeting  of  the  committee  was  held 
in  Room  8191,  State  Capitol,  Sacramento,  California,  beginning  at  10 
a.m.  each  day,  following  written  notice  to  all  members.  All  members  of 
the  committee  were  present. 

The  following  action  was  taken  on  1957  measures  under  considera- 
tion : 

1.  The  following  bills,  resolutions  and  constitutional  amendments 
were  continued  for  further  hearing : 

Senate  Measures 

S.  B.  120  S.  B.  2241 

S.  B.  862  S.B.  2242 

S.  B.  1056  S.B.  2244 

S.B.  1668  S.B.  2401 

S.B.  1766  S.B.  2613 

S.  B.  1807  S.  C.  R.  70 

S.B.  1830  S.  C.  A.  39 


S.  B.  2209 

3— L-3S89 
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Assembly  Measures 
A.B.  1949        A.B.  1967 
A.  B.  1966        A.  C.  A.  29 

2.  No  action  was  taken  on  S.  B.  1097  and  1720. 

3.  It  was  recommended  that  no  further  consideration  be  given  to 
Assembly  Bills  789,  1948,  1963,  1964,  1970  and  2195. 

4.  The  committee  understood  that  the  subject  of  A.  B.  3477  would 
be  covered  by  administrative  rule. 

The  committee  also  discussed  the  subject  matter  of  S.  B.  1098  relat- 
ing to  seasonal  licenses  in  recreational  areas.  The  department  advised 
the  committee  that  a  new  administrative  rule  was  under  consideration 
which  would  establish  standards  for  this  type  of  license.  The  committee 
agreed  that  the  adoption  of  such  a  rule  would  preclude  the  necessity  for 
any  legislation.  (Rule  55,  relating  to  seasonal  licenses,  was  adopted  by 
the  Department  of  Alcoholic  Beverage  Control  on  May  15,  1958.) 

In  addition,  the  committee  also  requested  the  Department  of  Alco- 
holic Beverage  Control  to  make  its  recommendation  to  the  committee 
on  the  following  measures  introduced  in  the  1957  General  Session  of  the 
Legislature : 

5.  B.  2242,  A.  B.  1966  and  A.  C.  A.  29. 

These  recommendations  were  submitted  under  date  of  January  14, 
1958,  and  appear  in  the  Appendix  marked  Exhibit  B. 

At  this  same  meeting,  the  committee  requested  the  Department  of 
Alcoholic  Beverage  Control  to  study  S.  C.  A.  39  and  to  submit  for 
committee  consideration  the  department's  recommendation.  Pursuant  to 
the  committee  request,  the  Department  of  Alcoholic  Beverage  Control, 
under  date  of  February  28,  1958,  submitted  a  report  on  this  matter. 
This  document  appears  in  the  appendix  marked  Exhibit  C. 

All  of  the  aforementioned  Senate  measures  appear  in  the  appendix 
in  chronological  order  marked  Exhibit  D.  The  Assembly  measures  ap- 
pear in  the  appendix  in  chronological  order  marked  Exhibit  E. 

MEETING,  APRIL  18,  1958 

April  18,  1958,  following  written  notice,  the  committee  met  in  Room 
3191,  State  Capitol,  Sacramento,  at  10  a.m.  All  committee  members 
were  present  with  the  exception  of  Senator  Desmond  who  was  confined 
to  a  hospital. 

Senator  Busch  announced  that  consideration  of  S.  B.  1668  would  be 
continued  to  a  later  date. 

The  chairman  announced  that  the  committee  would  hear  interested 
parties  present  in  connection  with  proposed  Rule  100,  pending  under 
consideration  by  the  department,  dealing  with  the  posting  of  prices  at 
which  wholesalers  would  sell  distilled  spirits  to  retailers  and  dealing 
with  a  limitation  upon  quantity  discounts  given  in  connection  with  the 
sale  of  distilled  spirits. 

Mr.  Munro  briefly  outlined  the  history  of  the  department's  considera- 
tion of  various  proposals  dealing  with  quantity  discounts  on  distilled 
spirits,  referring  to  public  hearings  held  and  written  arguments,  state- 
ments and  contentions  received  by  the  department  in  connection  there- 
with. Various  representatives  of  industry  stated  their  positions  with 
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respect  to  the  limitation  on  quantity  discounts  in  the  sale  of  distilled 
spirits. 

On  motion  of  Senator  Ilollister,  seconded  by  Senator  Johnson,  the 
committee  adopted  a  motion  that  it  take  under  consideration  a  study 
of  the  subject  of  the  limitation  of  quantity"  discounts  on  distilled  spirits. 
Also  upon  motion  of  Senator  Ilollister,  seconded  by  Senator  Johnson, 
the  committee  requested  the  department  to  defer  action  on  administra- 
tive Kule  100,  then  pending  under  consideration. 

The  proposals  and  recommendations  submitted  by  the  department  in 
its  letter  of  March  28,  1958,  as  well  as  consideration  of  S.  B.  No.  1668, 
was  continued  to  the  following  meeting.  These  proposals  and  recom- 
mendations appear  in  the  Appendix  marked  Exhibit  F. 

The  committee  discussed  briefly  the  report  of  the  department  dated 
April  16,  1958,  concerning  seasonal  licenses.  A  copy  of  this  report  also 
appears  in  the  appendix  marked  Exhibit  G.  It  will  no  longer  be  neces- 
sary to  consider  S.  B,  1098  on  this  same  subject. 

MEETING,  JUNE  30,   1958 

A  meeting  of  the  committee  was  held  at  10  a.m.,  June  30,  1958,  in 
Room  3191,  State  Capitol,  Sacramento.  All  members  of  the  committee 
were  present  with  the  exception  of  Senator  Earl  Desmond  whose  death 
had  occurred  since  the  last  meeting  of  the  committee. 

The  committee  took  action  on  the  following  measures: 

S.  B.  120,  S.  B.  862,  S.  B.  2401:  To  be  considered  further  at  an- 
other meeting. 

S.  B.  1056  and  S.  C.  R.  70:  The  Department  of  Alcoholic  Bev- 
erage Control  was  requested  to  call  a  meeting  of  industry  repre- 
sentatives to  consider  these  measures.  The  proposals  discussed  and 
the  conclusions  reached  at  this  meeting,  are  summarized  in  a 
document  dated  December  12,  1958,  which  was  prepared  by  the 
Department  of  Alcoholic  Beverage  Control  pursuant  to  the  com- 
mittee recommendation.  This  document  apjDcars  in  the  appendix 
marked  Exhibit  H. 

S.  B.  1766,  S.  B.  2209,  S.  B.  1807,  S.  B.  2244,  S.  C.  A.  39,  S.  B. 
1830,  S.  B.  1098  and  S.  B.  2241:  The  committee  recommended 
that  no  further  consideration  be  given  to  these  measures  by  the 
Legislature. 

A.  B.  1949:  To  be  considered  at  a  future  meeting  when  the  com- 
mittee will  discuss  the  subject  of  club  licenses  in  greater  detail. 

S.  B.  2242,  A.  C.  A.  29,  A.  B.  1966:  The  committee  will  request 
an  opinion  of  the  Legislative  Counsel  in  order  to  determine 
whether  or  not  a  constitutional  amendment  is  necessary.  The  com- 
mittee will  consider  the  subject  at  the  next  meeting. 

A.  B.  3477:  The  committee  recommended  that  this  measure  be 
redrafted  for  consideration  at  the  next  meeting. 

A.  B.  1967:  The  committee  requested  that  this  measure  be  re- 
drafted reducing  the  time  in  which  an  appeal  may  be  filed  to 
25  days. 
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MEETING,  JULY  21,  1958 

At  its  meeting  on  July  21,  1958,  in  Room  367  of  the  State  Building, 
350  McAllister  Street,  San  Francisco,  the  committee  considered  the 
following  two  items : 

1.  The  desirability  of  undertaking  a  study  relating  to  regulation  by 
law  of  discounts  on  distilled  spirits. 

2.  Proposed  legislation  as  set  forth  in  a  report  to  the  committee  by 
the  Department  of  Alcoholic  Beverage  Control,  dated  March  28, 

1958. 

All  members  of  the  committee  were  present,  including  Senator  James 
J.  McBride  who  had  been  appointed  on  July  18,  1958,  to  fill  the  vacancy 
caused  by  the  death  of  Senator  Desmond.  Senator  Hugh  M.  Burns  was 
also  present  during  the  afternoon  session. 

Mr.  Russell  S.  Munro,  Director  of  the  Department  of  Alcoholic  Bev- 
erage Control,  in  response  to  the  committee's  request,  discussed  in  de- 
tail the  receipt  of  two  petitions  for  change  in  Rule  100  and  the  hearings 
held  in  March,  1956,  and  October,  1957.  These  hearings  were  in  accord- 
ance with  the  provisions  of  the  Administrative  Procedure  Act,  and  Mr, 
Munro  expressed  the  belief  that  it  was  Avithin  his  power  to  regulate 
discounts. 

After  considering  comments  by  all  those  present  who  wished  to  be 
heard,  a  motion  was  made  by  Senator  McBride,  seconded  by  Senator 
Johnson,  and  adopted,  that  the  committee  discontinue  any  further  con- 
sideration of  proposed  administrative  Rule  100  now  before  the  Depart- 
ment of  Alcoholic  Beverage  Control. 

The  next  meeting  of  the  committee  was  set  for  August  14  and  15, 
1958,  in  San  Diego  for  the  purpose  of  considering  the  petition  of  indi- 
viduals in  Baja  California  to  bring  liquors  that  have  been  distilled  in 
Mexico  into  California,  tax  free. 

MEETING,  AUGUST  14  AND  15,  1958 

The  committee  met  in  the  Auditorium  of  the  Chamber  of  Commerce 
Building,  435  West  Broadway,  San  Diego,  on  August  14  and  15,  1958, 
for  the  purpose  of  discussing  proposed  legislation  as  set  forth  in  a 
report  to  the  committee  by  the  Department  of  Alcoholic  Beverage  Con- 
trol, dated  March  28,  1958.  This  meeting  w^as  called  to  hear  testimony 
by  all  persons  interested  in  S.  B.  1668. 

A  large  delegation  of  these  individuals  presented  arguments  in  favor 
of  S.  B.  1668.  Strong  opposition  was  expressed  by  numerous  representa- 
tives of  the  alcoholic  beverage  industry  in  California. 

Following  a  rather  thorough  discussion  of  the  proposal  by  the  com- 
mittee, it  was  unanimously  recommended  that  the  subject  matter  of 
this  measure  should  be  given  no  further  consideration. 


APPENDIX 

LIST  OF  EXHIBITS  IN  THE  APPENDIX 

A.  Senate  Resolution  133,  1957  Regular  Session,  California  Legislature. 

B.  Report  of  the  Department   of  Alcoholic  Beverage   Control   dated 
January  14,  1958, 

( '.  Report  of  the  Department  of  Alcoholic  Beverage  Control  dated  Feb- 
ruary 28,  1958. 

D.  All  Senate  Measures. 

E.  All  Assembly  Measures. 

F.  Report  of  the  Department  of  Alcoholic  Beverage   Control   dated 
March  28,  1958. 

G.  Report  of  the   Department   of  Alcoholic   Beverage   Control   dated 
April  16,  1958. 

H.  Report  of  the  Department  of  Alcoholic  Beverage  Control  dated  De- 
cember 12,  1958. 
I.  List  of  persons  testifying  at  various  meetings  of  the  committee. 
J.  List  of  persons  addressing  communications  to  the  committee. 

EXHIBIT  A 

SENATE    RESOLUTION    NO.    133,   AS   AMENDED 

Relative  to  the  creation  of  the  Senate  Interim  Committee  on  the 
Alcoholic  Beverage  Industry 

Besolved  by  the  Senate  of  the  State  of  California,  As  follows: 

1.  The  Senate  Interim  Committee  on  the  Alcoholic  Beverage  Indus- 
try is  hereby  created  and  authorized  and  directed  to  ascertain,  study 
and  analyze  all  facts  relating  to  the  alcoholic  beverage  industry,  and 
any  and  all  matters  relating  to  the  manufacture,  distribution,  or  sale 
of  alcoholic  beverages,  and  matters  incidental  or  related  thereto,  includ- 
ing but  not  limited  to  the  operation,  effect,  administration,  enforcement 
and  needed  revision  of  any  and  all  laws  in  any  way  bearing  upon  or 
relating  to  the  subject  of  this  resolution,  and  to  report  thereon  to  the 
Senate,  including  in  the  reports  its  recommendations  for  appropriate 
legislation. 

2.  The  committee  shall  consist  of  five  Members  of  the  Senate  ap- 
pointed by  the  Committee  on  Rules  thereof.  Vacancies  occurring  in  the 
membership  of  the  committee  shall  be  filled  by  the  appointing  power. 

3.  The  committee  is  authorized  to  act  during  this  session  of  the  Legis- 
lature, including  any  recess,  and  after  final  adjournment  until  the  com- 
mencement of  the  1959  Regular  Session,  wnth  authoritj^  to  file  its  final 
report  not  later  than  the  thirtieth  legislative  day  of  that  session. 

4.  The  committee  and  its  members  shall  have  and  exercise  all  of  the 
rights,  duties  and  powers  conferred  upon  investigating  committees  and 
their  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate  and 
Assembly  and  of  the  Standing  Rules  of  the  Senate  as  they  are  adopted 
and  amended  from  time  to  time  at  this  session,  which  provisions  are 
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incorporated  herein   and   made   applicable  to   this  committee  and   its 
members. 

5.  The  committee  has  the  following  additional  powers  and  duties : 

(a)  To  select  a  chairman  and  a  vice  chairman  from  its  membership. 

(b)  To  contract  with  such  other  agencies,  public  or  private,  as  it 
deems  necessary  for  the  rendition  and  affording  of  such  services,  facil- 
ities, studies  and  reports  to  the  committee  as  will  best  assist  it  to  carry 
out  the  purposes  for  which  it  is  created. 

(c)  To  co-operate  with  and  secure  the  co-operation  of  county,  city, 
city  and  county,  and  other  local  law  enforcement  agencies  in  investi- 
gating any  matter  within  the  scope  of  this  resolution  and  to  direct  the 
sheriff  of  any  county  to  serve  subpoenas,  orders  and  other  process  issued 
by  the  committee. 

(d)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time  and  at  any  time,  not  later  than 
herein  provided. 

(e)  To  do  any  and  all  other  things  necessary  or  convenient  to  enable 
it  fully  and  adequately  to  exercise  its  powers,  perform  its  duties,  and 
accomplish  the  objects  and  purposes  of  this  resolution. 

6.  The  sum  of  ten  thousand  dollars  ($10,000)  or  so  much  thereof  as 
may  be  necessary  is  hereby  made  available  from  the  Contingent  Fund 
of  the  Senate  for  the  expenses  of  the  committee  and  its  members  and 
for  any  charges,  expenses  or  claims  it  may  incur  under  this  resolution, 
to  be  paid  from  the  said  contingent  fund  and  disbursed,  after  certifica- 
tion by  the  chairman  of  the  committee,  upon  warrants  drawn  by  the 
State  Controller  upon  the  State  Treasurer. 

EXHIBIT  B 

Department  of  Alcoholic  Beverage  Control 

State  of  California 
Sacramento  14,  January  14,  1958 

Senate  Interim  Committee  on  Alcoholic  Beverage  Control 
State  Capitol,  Saoramento,  California 

Gentlemen:  On  November  20,  1957,  your  committee  requested  the 
Department  of  Alcoholic  Beverage  Control  to  make  its  recommendation 
to  the  committee  on  the  following  bills  introduced  in  the  1957  General 
Session  of  the  Legislature:  Senate  Bill  2242;  Assembly  Bill  1966; 
Assembly  Constitutional  Amendment  29.  These  measures  would  have 
provided  that  decisions  of  the  Alcoholic  Beverage  Control  Appeals 
Board  would  be  appealed  directly  to  the  district  courts  of  appeal  rather 
than  to  the  superior  courts,  as  is  now  the  case. 

Assembly  Constitutional  Amendment  29  and  Assembly  Bill  1966 
were  companion  measures  based  on  the  assumption  that  to  make  the 
orders  of  the  Alcoholic  Beverage  Control  Appeals  Board  directly  re- 
viewable by  the  district  courts  of  appeal  would  require  a  constitutional 
amendment. 

Senate  Bill  2242  was  based  on  the  assumption  that  a  constitutional 
amendment  is  not  necessary.  This  bill  would  also  have  initiated  the 
appeal  by  a  petition  for  a  writ  of  review  as  defined  commencing  at 
Section  1067  of  the  Code  of  Civil  Procedure.  The  bill  further  provided 
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that  "the  review  upon  this  writ  shall  not  be  extended  further  than  to 
determine  if  the  board  has  regularly  pursued  its  authority." 

On  November  5,  1957,  the  Alcoholic  Beverage  Control  Appeals  Board 
rendered  its  decision  in  the  matter  of  the  accusation  against  Three 
Seventy  Four  Corporation  (AB-627).  That  decision  reads  in  pertinent 
part : 

' '  The  first  issue  stated  by  the  appellant  is : 

"  'Whether  the  Alcoholic  Beverage  Control  Appeals  Board,  a 
special  administrative  appellant  tribunal,  in  determining  whether 
the  department's  findings  are  supported  by  substantial  evidence 
in  the  light  of  the  whole  record,  is  free  to  consider  all  the  evidence 
and  is  not  limited  by  the  traditional  concepts  of  the  substantial 
evidence  rule?' 

''In  view  of  the  language  of  the  court  in  Brice  v.  Department 
of  Alcoholic  Beverage  Control,  153  A.  C.  A.  339  (decided  August 
19,  1957),  in  Oxman  v.  Department  of  AlcoJiolic  Beverage  Control 
(decision  September  11,  1957,  official  citation  not  now  available), 
and  in  Schanh's  Inc.  v.  Department  of  AlcoJiolic  Beverage  Control 
(decided  September  13,  1957,  official  citation  not  now  available), 
this  board  is  of  the  opinion  that  it  is  restricted  by  the  traditional 
concept  of  the  substantial  evidence  rule.  The  Brice  case  summarizes 
its  approach  to  the  application  of  the  substantial  evidence  rule  as 
applied  to  constitutional  administrative  agencies  as  follows: 

"  'As  already  pointed  out,  the  trial  court  in  the  mandate  pro- 
ceedings should  have  reviewed  the  evidence  and  the  findings  of  the 
department  in  the  same  fashion  that  an  appellate  court  reviews 
the  findings  of  the  trial  court'  *  *  * 

' '  Knowing  as  we  do  that  the  appellate  courts  have  been  urged  to 
evaluate  the  rule  set  forth  in  the  Universal  Camera  Corporation  v. 
National  Labor  Relations  Board,  340  U.  S.  474,  this  board  does  not 
feel  free  to  apply  the  rule  there  stated  until  such  time  as  it  has 
been  accepted  by  the  appellate  courts  of  this  State  as  the  proper 
rule  for  judicial  review  of  the  decisions  of  constitutional  adminis- 
trative agencies." 

Under  this  decision,  the  board  has  in  effect  announced  that  the  scope 
of  its  review  of  the  department's  decisions  is  the  same  as  the  scope  of 
review  of  the  department's  decisions  by  the  superior  court.  That  scope 
of  review  is  well  defined  in  such  decisions  as  Molina  v.  Munro,  145 
A.  C.  A.  752,  302,  Pac.  2d  819 ;  Maxwell  Cafe  v.  Department  of  Alco- 
holic Beverage  Control,  142  Cal.  App.  2d  73,  298  Pac.  2d  64,  Gris- 
wold  V.  Depai'tment  of  Alcoholic  Beverage  Control,  141  Cal.  App.  2d 
807,  297  Pac.  2d  762  and  KirchJiubel  v.  Munro,  149  A.  C.  A.  281,  308 
Pac.  2d  433.  Under  these  decisions  it  is  the  function  of  the  board  and 
the  superior  court  to  determine  whether  or  not  there  is  substantial 
support  for  the  decision  of  the  department  to  be  found  in  the  record. 
In  determining  whether  or  not  there  is  substantial  evidence  in  support 
of  the  decision  of  the  department,  conflicts  in  the  evidence  are  resolved 
in  favor  of  the  decision  and  all  legitimate  and  reasonable  inferences 
are  indulged  in  its  support.  Upon  review  neither  the  court  nor  the 
board  has  the  power  to  judge  of  the  intrinsic  value  of  the  evidence  nor 
to  weigh  it.  Both  the  court  and  the  board  may  also  review  the  decisions 
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of  the  department  to  determine  whether  the  department  has  proceeded 
without  or  in  excess  of  its  jurisdiction  or  in  the  manner  required  by- 
law: whether  the  decision  is  supported  by  the  findings;  and  whether 
there  is  relevant  evidence  which  in  the  exercise  of  reasonable  diligence 
could  not  have  been  produced  or  which  was  improperly  excluded  at 
the  hearing  before  the  department. 

Since  January  1,  1956,  to  and  including  September  30,  1957,  the 
department  held  a  total  of  4,046  hearings.  In  that  same  period  576 
appeals  were  filed  with  the  Appeals  Board.  In  the  same  period  the 
Appeals  Board  rendered  decisions  reversing  the  decisions  of  the  depart- 
ment or  remanding  the  case  to  the  department  in  78  cases  or  13.6 
percent  of  the  number  of  appeals  filed  in  the  period.  This  number  rep- 
resents 1.79  percent  of  the  cases  heard  by  the  department  in  the  period. 
Approximately^  half  of  the  decisions  of  the  board  reversing  decisions 
of  the  department  which  were  appealed  to  the  courts  were  in  turn  re- 
versed by  the  courts.  In  the  same  period  seven  decisions  of  the  depart- 
ment which  had  been  affirmed  by  the  board  were  reversed  by  final 
orders  of  the  courts.  This  number  is  equal  to  1.3  percent  of  the  total 
number  of  cases  appealed  to  the  Appeals  Board  in  the  same  period. 

The  above  figures  tend  to  show  that  appellants  from  decisions  of  the 
department  stand  a  better  chance  of  reversing  the  department's  deci- 
sion successfully  before  the  Appeals  Board  than  before  superior  courts 
in  their  own  counties.  With  such  slight  chance  of  success  before  the 
superior  court,  the  principal  benefit  to  an  appellant  from  an  order  of 
the  board  affirming  a  decision  of  the  department  is  a  stay  of  the  effect 
of  the  decision.  By  filing  a  dilatory  appeal,  an  unscrupulous  operator 
in  a  good  location  may,  as  has  happened,  pursue  a  groundless  protest 
against  the  issuance  of  a  license  to  a  competitor,  or  avoid  the  effect  of 
an  order  revoking  his  license  by  operating  "wide  open"  pending  the 
appeal  until  his  illegally  obtained  profits  have  ammortized  the  cost  of 
his  license. 

The  department  welcomes  strict  and  close  review  of  its  decisions.  The 
department  also  feels  that  justice  delayed  is  justice  denied,  and  that 
the  present  repetitious  system  of  review  serves  no  legitimate  purpose. 

We  recommend  that  orders  of  the  Alcoholic  Beverage  Control  Ap- 
peals Board  be  made  directly  appealable  to  the  district  courts  of  ap- 
peal. We  recommend  that  the  review  afforded  by  the  district  court  of 
appeal  in  such  cases  be  the  same  as  is  now  afforded  to  decisions  of  the 
superior  courts  reviewing  decisions  of  this  department.  We  further 
recommend  that  the  opinion  of  the  Legislative  Counsel  be  obtained 
upon  the  question  of  whether  it  is  necessary  to  obtain  a  constitutional 
amendment  to  effect  the  desired  change,  or  whether  the  law  may  be 
changed  by  legislative  enactment  alone. 

Ver}^  truly  yours, 

Russell  S.  Munro,  Director 
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EXHIBIT  C 

Dki'Artmknt  ok  ATvf'oTioLic   Beverage  Controij 

State  op  ('amfornia 

Sacramento  14,  February  28,  1958 

Senate  Interim  Committee  on  Alcoholic  Beverage  Control 
State  Capitol,  Sacramento,  California 

Gentlemen  :  At  your  meeting  on  November  19,  1957,  you  requested 
tluit  tlu;  department  study  Senate  Constitutional  Amendment  No.  39 
and  make  a  rei^ommendation  to  you  concerning  it. 

The  Senate  Constitutional  Amendment  referred  to  would  amend  tlio 
fifth  paragraph  of  Article  XX,  Section  22  of  the  Constitution  to  read 
in  part  as  follows : 

"The  department  shall  have  the  power,  in  ite  discretion  accord- 
ance with  laws  enacted  hy  the  Legislature  ,  to  deny,  suspend  or  re- 
voke any  specific  alcoholic  beverage  license  ii  it  shall  determine 
le^  good  cause  tfett  ^^  granting  %¥■  continuance  el  such  license 
would  be  contrary  to  p«biie  welfare  e^  morals,  ^¥  that  a  person 
seeking  ei=  holding  a  license  has  violated  a«y  law  prohibiting  eeft- 
duct  involving  moral  turpitude  . ' ' 

The  adoption  of  the  foregoing  amendment  would  have  little  imme- 
diate effect  upon  the  authority  of  the  Depart uieut  of  Alcoholic  Bever- 
age Control.  The  Legislature  has  conferred  upon  the  department  sub- 
stantially the  same  degree  of  discretion  that  the  department  has  under 
the  deleted  portion  of  the  Constitution.  Section  21200  of  the  Alcoholic 
Beverage  Control  Act  authorizes  the  department  to  suspend  or  revoke 
a  license  ' '  when  the  continuance  of  a  license  would  be  contrary  to  pub- 
lic welfare  or  morals;"  or  for  "the  plea,  verdict,  or  judgment  of  guilty 
to  any  public  offense  involving  moral  turpitude."  Section  23958  author- 
izes the  department  to  deny  an  application  for  a  license  for  similar 
reasons. 

While  the  Legislature  has  conferred  broad  discretion  on  the  de- 
partment it  has  also  sharply  limited  such  discretion.  For  example,  the 
Legislature  has  enacted  statutes  fixing  penalties  to  be  imposed  after 
administrative  adjudications  in  certain  cases.  In  the  chapter  regulat- 
ing the  fair  trading  of  wine,  Section  24880  provides : 

"For  a  violation  of  any  of  the  provisions  of  this  chapter  or  rules 
adopted  pursuant  to  this  chapter,  the  departinent  may  suspend  or 
revoke  a  license  as  follows : 

"(a)   For  a  first  offense,  not  exceeding  10  days'  suspension. 

"(b)   For  a  second  offense,  not  exceeding  30  days'  suspension. 

"(e)  For  a  third  offense,  the  department  may  suspend  or  re- 
voke a  license." 

Similarly  Section  25010  governing  beer  price  posting  and  market- 
ing regulations  provides : 

' '  The  department  shall  not  suspend  or  revoke  the  license  of  any 
licensee  for  a  violation  of  the  provisions  of  this  chapter  or  a  rule 
adopted  pursuant  thereto  unless  he  has  committed,  within  a  pe- 
riod of  one  year,  at  least  three  separate  violations  of  the  provisions 
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of  the  department  to  determine  whether  the  department  has  proceeded 
without  or  in  excess  of  its  jurisdiction  or  in  the  manner  required  by- 
law: whether  the  decision  is  supported  by  the  findings;  and  whether 
there  is  relevant  evidence  which  in  the  exercise  of  reasonable  diligence 
could  not  have  been  produced  or  which  was  improperly  excluded  at 
the  hearing  before  the  department. 

Since  January  1,  1956,  to  and  including  September  30,  1957,  the 
department  held  a  total  of  4,046  hearings.  In  that  same  period  576 
appeals  were  filed  with  the  Appeals  Board.  In  the  same  period  the 
Appeals  Board  rendered  decisions  reversing  the  decisions  of  the  depart- 
ment or  remanding  the  case  to  the  department  in  78  cases  or  13.6 
percent  of  the  number  of  appeals  filed  in  the  period.  This  number  rep- 
resents 1.79  percent  of  the  cases  heard  by  the  department  in  the  period. 
Approximately  half  of  the  decisions  of  the  board  reversing  decisions 
of  the  department  which  were  appealed  to  the  courts  were  in  turn  re- 
versed by  the  courts.  In  the  same  period  seven  decisions  of  the  depart- 
ment which  had  been  affirmed  by  the  board  were  reversed  by  final 
orders  of  the  courts.  This  number  is  equal  to  1.3  percent  of  the  total 
number  of  cases  appealed  to  the  Appeals  Board  in  the  same  period. 

The  above  figures  tend  to  show  that  appellants  from  decisions  of  the 
department  stand  a  better  chance  of  reversing  the  department's  deci- 
sion successfully  before  the  Appeals  Board  than  before  superior  courts 
in  their  own  counties.  With  such  slight  chance  of  success  before  the 
superior  court,  the  principal  benefit  to  an  appellant  from  an  order  of 
the  board  affirming  a  decision  of  the  department  is  a  stay  of  the  effect 
of  the  decision.  By  filing  a  dilatory  appeal,  an  unscrupulous  operator 
in  a  good  location  may,  as  has  happened,  pursue  a  groundless  protest 
against  the  issuance  of  a  license  to  a  competitor,  or  avoid  the  effect  of 
an  order  revoking  his  license  by  operating  "wide  open"  pending  the 
appeal  until  his  illegally  obtained  profits  have  ammortized  the  cost  of 
his  license. 

The  department  welcomes  strict  and  close  review  of  its  decisions.  The 
department  also  feels  that  justice  delayed  is  justice  denied,  and  that 
the  present  repetitious  system  of  review  serves  no  legitimate  purpose. 

We  recommend  that  orders  of  the  Alcoholic  Beverage  Control  Ap- 
peals Board  be  made  directly  appealable  to  the  district  courts  of  ap- 
peal. We  recommend  that  the  review  afforded  by  the  district  court  of 
appeal  in  such  cases  be  the  same  as  is  now  afforded  to  decisions  of  the 
superior  courts  reviewing  decisions  of  this  department.  We  further 
recommend  that  the  opinion  of  the  Legislative  Counsel  be  obtained 
upon  the  question  of  whether  it  is  necessary  to  obtain  a  constitutional 
amendment  to  effect  the  desired  change,  or  whether  the  law  may  be 
changed  by  legislative  enactment  alone. 

Very  truly  yours, 

Russell  S.  Munro,  Director 
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EXHIBIT  C 

Of.I'ARTMKN  r    Ol'    ATiConOLIC     liEVERACiK    CONTROJj 

State  of  ('altfobnia 
Sacramento  14,  February  28,   1958 

Senate  Interim  Committee  on  Alcoholic  Beverage  Control 
State  Capitol,  Sacramento,  California 

Gentlemen  :  At  your  meeting  on  November  19,  1957,  you  requested 
that  llie  department  study  Senate  Constitutional  Amendment  No.  ;39 
and  make  a  recommendation  to  you  coneerning  it. 

Tlie  Senate  Constitutional  Amendment  referred  to  would  amend  the 
fifth  paragraph  of  Article  XX,  Section  22  of  the  Constitution  to  read 
in  part  as  follows : 

' '  The  department  shall  have  the  power,  in  its  discretion  accord- 
ance with  laws  enacted  hy  the  Legislature  ,  to  deny,  suspend  or  re- 
voke any  specific  alcoholic  beverage  license  i#  it  shall  determine 
^%¥-  good  cause  ttet  ^^  granting  e¥  continuaneo  e#  such  license 
would  he  contriiry  te  p«b!4e  welfare  ep  morals,  ^v-  tlwtt  a  person 
seeking  e^  holding  a;  license  tes  violated  aiiy  law  prohibiting  eoft- 

TTTTTTT     TIXTTtTTTTt^      lllUl  tl  I      ttll  |71T'LH_tlj    . 

The  adoption  of  the  foregoing  amendment  would  have  little  imme- 
diate ett'ect  upon  the  authority  of  the  Department  of  Alcoholic  Bever- 
age Control.  The  Legislature  has  conferred  upon  the  department  sub- 
stantially the  same  degree  of  discretion  that  the  department  has  under 
the  deleted  portion  of  the  Constitution.  Section  21200  of  the  Alcoholic 
Beverage  Control  Act  authorizes  the  department  to  suspend  or  revoke 
a  license  ' '  when  the  continuance  of  a  license  would  be  contrary  to  pub- 
lic Avelfare  or  morals;"  or  for  "the  plea,  verdict,  or  judgment  of  guilty 
to  any  public  offense  involving  moral  turpitude."  Section  23958  author- 
izes the  department  to  deny  an  application  for  a  license  for  similar 
reasons. 

While  the  Legislature  has  conferred  broad  discretion  on  the  de- 
partment it  has  also  sharply  limited  such  discretion.  For  example,  the 
Legislature  has  enacted  statutes  fixing  penalties  to  be  imposed  after 
administrative  adjudications  in  certain  cases.  In  the  chapter  regulat- 
ing the  fair  trading  of  wine,  Section  24880  provides : 

"For  a  violation  of  any  of  the  provisions  of  this  chapter  or  rules 
adopted  pursuant  to  this  chapter,  the  department  may  suspend  or 
revoke  a  license  as  follows : 

"(a)   For  a  first  offense,  not  exceeding  10  days'  suspension. 

"(b)   For  a  second  offense,  not  exceeding  30  days'  suspension. 

"(c)  For  a  third  offense,  the  department  may  suspend  or  re- 
voke a  license. ' ' 

Similarly  Section  25010  governing  beer  price  posting  and  market- 
ing regulations  provides : 

' '  The  department  shall  not  suspend  or  revoke  the  license  of  any 
licensee  for  a  violation  of  the  provisions  of  this  chapter  or  a  rule 
adopted  pursuant  thereto  unless  he  has  committed,  within  a  pe- 
riod of  one  year,  at  least  three  separate  violations  of  the  provisions 
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of  this  chapter  or  of  any  rule  adopted  pursuant  thereto,  and  the 
violations  have  been  proved   by  any  of  tlie  following  methods: 

"  (a)   A  conviction  for  misdemeanor. 

''(b)  A  judgment  in  a  civil  suit  for  injunction  as  provided  in 
this  chapter. 

"(c)  A  finding  of  the  department,  if  a  hearing  is  held  in  ac- 
cordance with  Chapters  7  and  8  of  this  division." 

The  Legislature  has  fixed  minimum  penalties;  Section  24200.5  re- 
quires the  department  to  revoke  licenses  for  certain  types  of  offenses 
specified  in  that  section.  Section  24205  requires  an  indefinite  suspen- 
sion in  certain  cases. 

The  Legislature  has  also  enacted  statutes  of  limitation  governing 
the  time  within  which  accusations  must  be  filed.  (See  Sections  24206 
through  24208  of  the  Alcoholic  Beverage  Control  Act.) 

The  department  does  not  contend  that  the  foregoing  statutes,  or 
others  limiting  its  discretion  are  unconstitutional  or  ineffective.  The 
appellate  courts  have  held  that  the  Legislature  has  plenary  power  to 
regulate  the  alcoholic  beverage  industry  and  to  limit  the  discretion 
of  the  enforcement  agency.  The  department  has  no  quarrel  with  those 
decisions.  Our  objection  is  not  to  the  control  of  discretion.  We  do 
object  to  the  elimination  of  discretion. 

In  considering  Senate  Constitutional  Amendment  39  your  committee 
should  consider  the  nature  of  the  alcoholic  beverage  industry.  It  is  a 
highly  competitive,  dynamic  industry.  The  margins  of  profit  are  rela- 
tively narrow,  and  for  this  reason  the  industry  appears  to  be  quite 
sensitive.  In  other  words,  if  one  dealer  seems  to  secure  advantage  in 
some  fashion  or  other,  reactions  are  very  swift.  If  that  advantage  has 
been  gained  through  an  illegal  means,  the  danger  is  ever-present  that 
the  retaliatory  reaction  from  competitors  will  also  be  by  illegal  means. 
Under  these  circumstances,  the  agency  Avhich  must  administer  the  laws 
which  regulate  the  industry  should,  in  my  opinion,  have  a  great  deal 
of  administrative  flexibility  in  order  to  meet  rapidly  changing  condi- 
tions. The  only  means  whereby  you  can  give  to  an  administrative  agency 
the  flexibility  which  I  believe  this  department  needs  is  b,y  vesting  it 
with  rather  broad  discretionary  powers.  I  think  that  Avas  the  precise 
intent  of  the  people  in  writing  discretionary  anthorit}'  into  the  Consti- 
tution, and  I  think  the  reasons  1  have  given  above  explain  why  the 
people  wrote  this  discretion  into  the  Constitution.  Were  the  Legisla- 
ture to  undertake  to  spell  out  and  to  define  the  various  offenses  which 
might  be  considered  as  contrary  to  public  Avelfare  and  morals  and 
phrase  these  definitions  into  statute,  I  believe  you  would  quickly  find 
that  not  all  possible  activities  had  been  conceived  and  the  administra- 
tive agency's  hands  would  be  tied  for  a  period  of  two  years  or  less 
until  the  Legislature  next  met  to  amend  the  laws  to  cover  newly  in- 
vented devices  for  evasion. 

I  recommend  that  no  action  be  taken  on  Senate  Constitutional 
Amendment  No.  39. 

Very  truly  yours, 

Russell  S.  Munro,  Director 
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EXHIBIT  D 

SENATE  BILL  No.  120 

Introduced  by  Senators  Teale,  Berry,  Arnold,  Miller,  and  Montgomery 

January  8,  1957 

REFERRED   TO   COMMITTEE  OK  GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  23817  of  the  Buaineas  and  Professions 
Code,  relating  to  alcoholic  beverages . 

Th'  people  of  the  State  of  California  do  enact  as  follows: 

1  Skctiox  1.     Section  23817  of  the  Business  and  Professions 

2  Code  is  amended  to  read  : 

3  23817.     The  number  of  premises  for  ^vhieh  an  oif-sale  gen- 

4  eral  license  is  issued  shall  be  limited  to  one  for  each  1,000,  or 

5  fraction  thereof,  inhabitants  of  the  county  in  which  the  prem- 

6  ises  are  situated.  Xo  additional  off-sale  general  license,  other 

7  than  a  renewal  or  transfer  or  as  permitted  by  Sections  23821 

8  and  23822,  shall  be  issued  in  any  county  where  the  number  of 

9  premises  for  which  ail  off-sale  licenses ,  other  than  off-sale  beer 

10  and  wine  licenses,  are  issued  is  more  than  one  for  each  1,000, 

11  or  fraction  thereof,  inhabitants  of  the  county. 


O 
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AMENDED  IN  SENATE  MAY  20,  1957 
AMENDED  IN  SENATE  MAY  16,  1957 

SENATE  BILL  No.  862 

Introduced  by  Senator  Desmond 
January  17,  1957 


REFERRED   TO   COMMITTEE  ON   GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  23817  of  the  Busitiess  and  Professions 
Code,  relating  to  the  ratio  off -sale  general  licenses  to  popu- 
lation under  the  Alcoholic  Beverage  Control  Act. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23817  of  the  Business  and  Professions 

2  code  is  amended  to  read : 

3  23817.     Off  sale  gcncrnl  ratio.  The  number  of  premises  for 

4  which  an  off-sale  general  license  is  issued  shall  be  limited  to 

5  one  for  each   2,000,   or  fraction  thereof,   inhabitants  of  the 

6  county  in  which  the  premises  are  situated.  No  additional  off- 

7  sale  general  license,  other  than  a  renewal  or  transfer  or  as 

8  permitted  by  Sections  23821  and  23822,  shall  be  issued  in  any 

9  county  where  the  number  of  premises  for  which  all  off-sale 

10  general  licenses  are  issued  is  more  than  one  for  each  2,000, 

11  or  fraction  thereof,  inhabitants  of  the  county. 


O 
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AMENDED  IN  SENATE  MARCH  18,  1957 
AMENDED  IN  SENATE  MARCH  13,  1957 

SENATE  BILL  No.  1056 

Introduced  by  Senator  Cunningham 
.lamiaiy  21,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENTAL  EFFICIENCY 


An  act  to  ame7id  Sections  23816  and  23821  of,  and  to  add  Sec- 
tion 23825  to,  the  Business  and  Professions  Code,  relating 
to  alcoholic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23816  of  the  Business  and  Professions 

2  Code  is  amended  to  read: 

3  23816.     (a)   For  the  purpose  of  limiting  the  number  of  on- 

4  sale  general  premises  in  each  countj^,  the  counties  of  the  State 

5  are  divided  into  the  following  County  Groups: 

6  (1)    County  Group  No.  1 — Counties  having  100,000  or  less 

7  inhabitants. 

8  (2)    County    Group    No.    2— Counties    having    100.001    to 

9  500,000,  inclusive,  inhabitants. 

10  (3)   County    Group    No.    3— Counties    having    500,001    to 

11  1,000,000,  inclusive,  inliabitants. 

12  (4)   County  Group  No.  4 — Counties  having  over  1,000,000 

1 3  inhabitants. 

14  (b)   The  number  of  premises  for  which  an  on-sale  general 

15  license  is  issued  shall  be  limited,  in  the  county  in  which  the 

16  premises  are  situated,  to  the  following  ratios: 

17  (1)   In  County  Group  No.  1— One  for  each  1,000,  or  fraction 

18  thereof,   inhabitants. 

19  (2)   In  County  Group  No.  2— One  for  each  2,000,  or  frae- 

20  tion  thereof,  inhabitants. 

21  (3)   In  County  Group  No.  3— One  for  each  2,500,  or  frac- 

22  tion  thereof,  inhabitants. 

23  (4)   In  County  Group  No.  4— One  for  each  3,000,  or  frae- 

24  tion  thereof,  inhabitants. 
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1  (c)  No   additional  on-sale   general   licenses,   other   tlian   a 

2  renewal  or  transfer  or  as  permitted  by  subdivision  (e)  of  this 
:^  section  or  by  Sections  23821,  23822,  or  23825,  shall  be  issued 

4  in  any  county  where  the  number  of  all  premises  for  which 

5  on-sale  licenses  are  issued  is  more  than  the  ratio  autliorized  in 

6  the  county  by  subdivision  (b). 

7  (d)  No  on-sale  general  license  shall  be  issued  in  lieu  of  or 

8  u])on   the   cancellation   or   surrender   of   an   on-sale  beer   and 

9  wine  license. 

10  (e)   Notwithstanding  any  other  provision  of  this  section, 

11  each  county  shall  be  entitled  to  at  least  10  on-sale  licenses. 

12  (f)  As  used  in  this  article,  "on-sale  licenses"  includes  on- 

13  sale  general  licenses,  on-sale  general  licenses  for  seasonal  busi- 

14  ness,  on-sale  general  licenses  for  bona  fide  clubs,  on-sale  beer 

15  and  wine  licenses,  club  licenses,  and  veterans'  club  licenses, 

16  but  does  not  include  on-sale  beer  licenses. 

17  Sec.  2.     Section  23821  of  said  code  is  amended  to  read: 

18  23821.     (a)   Whenever  it  is  made  to  appear  to  the  depart- 

19  ment  by   satisfactory   evidence   that   the   population   in   any 

20  county   has   increased  ,  si7>cc   the   most   recent    United   States 

21  decennial  or  special  census,  by  more  than  1,000  or  multiples 

22  of  1,000  inhabitants  in  a  county  in  County  Group  No.  1,  as 

23  defined  in  Section  23816,  by  more  than  2,000  or  multiples  of 

24  2,000  in  a  county  in  County  Group  No.  2,  by  more  than  2,500 

25  or  multiples  of  2,500  in  a  county  in  County  Group  No.  3,  or 

26  by  more  than  3,000   or  multiples  of  3,000   in  a   county   in 

27  Connt.y  Group  No.  4,  and  it  appears  to  the  department  that 

28  b}^  reason  thereof  the  inhabitants  of  the  county  are  unjustly 

29  and  unfairly  discriminated  against,  and  if  the  total  number 

30  of  on-sale  licenses  in  such  county  does  not  then  exceed  the 

31  maximum  specified   in   Section   23816,   the   department  may 

32  issue  not  to  exceed  one  on-sale  general  license  for  each  such 

33  increase  of  the  respective  number  of  inhabitants  in  the  county 

34  since  the  taking  of  the  census. 

35  (b)  Whenever  it  is  made  to  appear  to  the  department  by 

36  satisfactory  evidence  that  the  population  in  any  county  has 

37  increased  by  more  than  1,000  or  multiples  of  1,000  inhabitants 

38  since  the  most  recent  United  States  decennial  or  special  census, 

39  and  it  appears  to  the  department  that  by  reason  thereof  the. 

40  inhabitants  of  the  county  are  unjustly  and  unfairly  discrimi- 

41  nated  against,  and  if  the  total  number  of  off-sale  licenses  in 

42  such  county  does  not  then  exceed  the  maximum  specified  in 

43  Section  23817,  the  department  may  issue  not  to  exceed  one 

44  off-sale  general  license  for  each  increase  of  1,000  inhabitants 

45  in  the  county  since  the  taking  of  the  census. 

46  (c)   In  all  other  respects  the  limitation  hereinbefore  pro- 

47  vided  for  shall  continue  in  effect. 

48  Sec.  3.     Section  23825  is  added  to  said  code,  to  read : 

49  23825.     Notwithstanding  the  maximum  numbers  of  on-sale 

50  licenses  specified  in  Section  23816,  and  irrespective  of  any 

51  increase  in  the  population  of  any  county,  the  department  may 

52  each  year  issue  not  to  exceed  two  on-sale  general  licenses  in 
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1  any  county  in  County  Group  No.  1,  not  to  exceed  three  such 

2  licenses  in  any  county  in  County  Group  No,  2,  not  to  exceed 

3  four  such  licenses  in  any  county  in  County  Group  No.  3,  and 

4  not  to  exceed  five  such  licenses  in  County  Group  No.  4,  if  it 

5  appears  to  the  department  that  the  issuance  of  any  such  li- 

6  cense  would  serve  the  public  convenience  or  necessity. 

7  The  annual  maximum  number  of  licenses  authorized  to  be 

8  issued  in  each  county  by  this  section  shall  apply  even  though 

9  the   maximum   number   of   licenses   authorized   to   be    issued 

10  therein  by  this  section  in  any  previous  year  was  not  issued  by 

11  the  department. 
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SENATE  BILL  No.  1097 

Introduced  by  Senator  Regan 
January  21,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENTAL  EFFICIENCY 


An  act  to  add  Section  25775.5  to  the  Business  and  Professions 
Code,  relating  to  alcoholic  beverages. 

Thr  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  25775.5  is  added  to  the  Business  and 

2  Professions  Code,  to  read: 

3  25775.5.     The  director  may  purchase  such  firearms,  ammu- 

4  nition,    and   handcuffs   or   other   security   equipment   as   are 

5  necessary  for  the  training  of  employees  of  the  department  en- 

6  gaged  in  law  enforcement,  as  provided  in  Section  25755,  and 

7  for  use  by  any  such  employees  during  special  assignments 

8  when  authorized  by  the  director. 
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AMENDED   IN  SENATE  MAY  2,  1057 
SENATE   BILL  No.   109S 

Introduced  by  Senator  Regan 
-laiiuai-y  21,  1957 


REFERRED   TO   COMMITTEE   ON   GOVERNMENTAL  EFFICIENCY 


An  act  to  add  Section  23825  to  the  Business  and  Professions 
Code,  relating  to  alcoholic  beverages. 

Th-   ij'ovk  of  [}•€  ^iafc  of  California  do  enact  as  follows: 

1  Section  1.     Section   23825   is   added   to   the   Business   and 

2  Professions  Code,  to  read: 

3  23825.     Notwithstanding-  the  limitations  provided  by  this 

4  article  a  new  on-sale  general  license  for  seasonal  business  may 

5  be  issued  for  a  period  not  to  exceed  nine  months  in  any  single 

6  calendar  year  to  a  premises  located  in  a  recreational  area 

7  whei^e  ^fehe^e  m  substantittl-  influx  e^  population  b^  greatly  i«- 

8  where  there  is  a  temporary  increase  in  population  and  in- 

9  creased  demand  for  food  and  alcoholic  beverages  during  cer- 

1  il  ^'  o  i  <-*     .i-s  Qi*  1  rsrl  c^    f\  k.    "^  L  /-<    .i  r  /  > , vi  i  *      v^  -n  /^  i-»     1"^  i*n  thi  i  ci  o  r*    i  -i  ->  t  t  .-'  -J-    -t-i-i  /-\/-v4-     -f  1  ->  /  \    -t-  /-x  1 1  />-tTr 

J. \J  TTtrTx     j7 CiTTTtXo    XTT     CTtC     ^  LTXrr    rTcttTtl    ^ 1 1? ixl  1 H CH    TTTTtTTt?    TtXT^Tru    TTTT*    Tl^ilU  W 

12  -{^  QpcratoH  as  a  bona  ^^  public  eating  ^aee  as  defined 

13  i«  ^etioM  23038.      ■ 

14  -(-b^  Qpcratee  as  a  bone  fi^  lodge  by  regularly  maintaining 

15  Hufficicii^  ovcrniglrt  i^tt^  facilities  ^  accommodate  a  mini- 
IG  mum  el  SO  adu4%  guester  A  substantial  number  el  tfeese  accom- 

IT  "fill  f\f\ *^'^^ n^iio    r^ r'''^"n m  1 1  a^   r-li  nil   \\c^    v f  i") "f " ^ ri    c\ ttt*! ti cf   "f  liri   nr^*^ nrwi  '^i  1    i^r^i'ir^rl 

I  TllTJU-MXiVlIW    TXt?trCtTtTT~y^    nTtTTTT    kJ\j    1  \jlL  \u\Z\X    \X  LlXlxlg    Til"    WUtlBUllCXl     LIUl  lULlT 

18  -fe^  Continues  ^ie  satfte  seasonal  ^ei4ed:  each  year.  Such 

19  ^ried:  ma}'  be  ehnnged:  only  when  aatisfactory  evidence  is 

^\}  j7XT;T7trxTTtrtT   Tv7   TTTTT   txt:^TrrrTTrrt~Trtr   tXj    t^vikj  v\    tt   t?Ui  i  urjlJUiiLliiiii    untLiiiitr 

*^  1  1  n       ■f  1  \  t")L      c^.-\t^  f /-\-t-i  ir\  I       o  fi  i-\  /^  /^  4-      i-vr      4-  Il  /-^       K-nr«ii-tr\rin       o  i-t  rl       /-\\-      4-1^  yt      r>Od-\-i-\  ^v»r^  I       «-\  -m-^*^ 

22  served,  tatvi  periods  of  the  year. 
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1  are  rxi-mpt    fiom   pavnu'iit  of  duty   in  aceordunce   with   thy 

2  existing  provisions  of  feUoral  law.  Such  ak'oliolic  boverajfi'S 

3  shall  be  exempt  from  state  lieensing  restrictions.  The  ilepart- 

4  ment  may,  in  addition  to  the  enfora  tnent  of  thin  section  af- 

5  forded  by  the  federal  customs  authorities,  adopt  such  methods 
(J  and  procedure  for  enforcing  compliance  with  this  section  as 

7  it  dt  ems  necessary  or  desirable  and  may  charge  such  fees  as 

8  may  be  necessary  to  cover  the  cost  of  such  enforcement.  All 

9  money  collected  from  such  fees  shall  he  deposited  directly  in 

10  the  General  Fund  in  the  State  Treastiry,  rather  than  in  the 

11  Alcohol  Beverage  Control  Fund  as  provided  in  Section  'J570L 


O 
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AMENDED  IN  SENATE  MAY  2,  1957 
AMENDED  IN  SENATE  MARCH  28,  1957 

SENATE  BILL  No.  1668 

Introduced  by  Senator  Collier 

January  22,  1957 


REFERRED   TO   COMMITTEE   ON   GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  23661  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  beverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23661  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23661.     Except  as  otherwise  provided  in  this  section,  alco- 

4  holic  beverages  may  be  brought  into  this  State  from  vs^ithout 

5  this  State  for  delivery  or  use  within  the  State  only  by  common 

6  carriers  and  only  when  the  alcoholic  beverages  are  consigned 

7  to    a   licensed    importer,    and    only    when    consigned    to    the 

8  premises  of  the  licensed  importer  or  to  a  licensed  importer  or 

9  customs  broker  at  the  premises  of  a  public  wareliouse  licensed 

10  under  this  division. 

11  The  provisions  of  this  section  are  not  applicable  in  the  case 

12  of  alcoholic  beverages  brought  into  this  State  by  an  adult  on 

13  board  a  steamship,  common  carrier,  or  air  common  carrier 

14  from  without  the  United  States  for  personal  or  household  use 

15  which  are  exempt  from  payment  of  duty  in  accordance  with 

16  the   existing  provisions  of  federal  law.   Such   alcoholic  bev- 

17  erages  shall  be  exempt  from  state  licensing  restrictions. 

18  The  provisions  of  this  section  are  not  applicable  in  the  case 

19  of    alcoholic    beverages    manufactured    in    the    Republic    of 

20  Mexico  hy  manufacturers  estahlislied  and  manufacturing  alco- 

21  holic  leverages  as  of  January  1,  1957 ,  brought  into  this  State 

22  from  the  Republic  of  Mexico  with  broken  seal  on  each  bottle 

23  by  ae  adult  a  returning  adult  resident  of  the  United  States  for 

24  personal  or  household  use ,  not  exceeding  one  gallon  during 

25  any  one  30-day  period  for  each  returning  adult  resident,  which 
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1  are  exempt  from  payment  of  duty  in  accordance  with  the 

2  existing  provisions  of  federal  law.  Such  alcoholic  beverages 

3  shall  be  exempt  from  state  licensing  restrictions.  The  depart- 

4  ment  may,  in  addition  to  the  enforcement  of  this  section  af- 

5  forded  hy  the  federal  customs  authorities,  adopt  such  methods 

6  and  procedure  for  enforcing  compliance  with  this  section  as 

7  it  deems  necessary  or  desirable  and  may  charge  such  fees  as 

8  may  he  necessary  to  cover  the  cost  of  such  enforcement.  All 

9  money  collected  from  such  fees  shall  he  deposited  directly  in 

10  the  General  Fund  in  the  State  Treasury,  rather  than  in  the 

11  Alcohol  Beverage  Control  Fund  as  provided  in  Section  25761. 
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Senate  Bill  No.  1720 


I'assfd  the  Senate  May  20,  1957 


Secretary  of  the  Senate 


Passed  the  xVssemblv  June  6.  1957 


Chief  Clerk  of  the  Assembly 


This  bill  was  received  by  the  Governor  this 

dav  of ,  1957,  at o'clock m. 


Private  Secretary  of  the  Governor 
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CHAPTER- 


An  act   to  add  Section  172.6  to  the  Penal  Code,  relating  to 
alcoholic  leverages. 

Yhf  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  172.6  is  added  to  tlie  Penal  Code,  to 
read : 

172.6.  The  provisions  of  Sections  172  and  172a  of  this  code 
shall  not  ai)ply  to  tlie  sale,  gift  or  exposing  or  offering  for  sale 
of  alcoholic  beverages  by  a  licensee  under  the  Alcoholic  Bev- 
erage Control  Act  within  the  premises  occupied  by  any  bona 
fide  hotel  Avhich  it  situated  within  one  mile  of  the  grounds 
belonging  to  the  University  of  California  at  Berkeley,  if  the 
hotel  meets  all  of  the  following  requirements. 

(a)  The  number  of  rooms  available  for  occupancy  of  guests 
of  said  hotel  shall  not  be  less  than  200  rooms. 

(b)  The  hotel  shall  have  been  established  and  operated  in 
the  City  of  Berkeley  for  not  less  than  40  years  continuously. 

(c)  The  hotel  shall  be  situated  west  of  Shattuck  Avenue  in 
Berkeley,  shall  maintain  and  operate  in  good  faith  a  dining 
room  or  restaurant  or  other  bona  fide  public  eating  place  for 
selling  and  serving  meals  to  the  public  for  consumption  upon 
the  premises. 

(d)  The  premises  occupied  by  the  hotel  shall  be  owned  or 
leased  by  such  licensee  or  by  a  corporation,  at  least  75  percent 
of  whose  capital  stock  is  owned  by  such  licensee. 
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President  of  the  Senate 


Si^eaker  of  the  Assembly 


Approved ,  1957 


Governor 
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SENATE  BILL  No.  1766 

Introduced  by  Senator  Grunsky 
Janiiarv  23.  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  23428.2  of  the  Business  and  Profes- 
sions Code,  relating  to  cliib  licenses. 

Thf  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  L     Section  23428.2  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23428.2.     For  the  purposes  of  this  article  "club"  also  means 

4  any  rod  and  gun  club  which  is  a  nonprofit  organization  belong- 

5  ing  to  a  recognized  national  association  of  rod  or  gun  clubs, 

6  and  which  has  more  than  §00  300  bona  fide  regular  members, 

7  each  of  whom  is  required  to  pay  regular  membership  dues  of 

8  not  less  than  ten  dollars   ($10)   each  year  and  which  owns, 

9  maintains,  or  operates  a  clubhouse  and  has  continuously  op- 
10  erated  a  clubhouse  for  not  less  than  three  years. 


0 


30  COMMITTEE   REPORT   ON   ALCOHOLIC   BEVERAGE  INDUSTRY 

SENATE  BILL  No.  1807 

Introduced  by  Senator  Farr 

January  23,  1957 


REFERRED   TO   COMMITTEE   ON   GOVERNMENTAL  EFFICIENCY 


A)i  act  to  aw  end  Section  23425  of  the  Business  and  Frofes.nons 
Code,  relatincj  to  cluh  licenses. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  kSection  1.     Section  23425  of  the  Business  and  Professions 

2  Code  is  amended  to  read  : 

3  23425.     For  the  purposes  of  this  article  "club"  means  : 

4  (a)   Any  chapter,  aerie,  parlor,  lodge,  or  other  local  unit 

5  of  »«  rtVffi-eyicnn  i^ftt4o«a3-  a  California  fraternal  organization 

6  which  has  as  the  oAvner,  lessee,  or  occupant  thereof  operated 

7  an  establislnnent  for  fraterual  purposes  for  not  less  than  one 

8  year.  As  A«ie«€a»  natienT^l  A  Califorma  fraternal  organiza- 

9  tion  as  used  in  this  subdivision  shall  actively  operate  m  »©% 

10  less  tlian  3^  states  e#  ihe  4^ion  an4  have  not  less  than  §00  10 

11  local  units  i«  ^hene^  S^  H+ft-k^Sr  and  shall  have  been  in  active 

12  continuous  existence  for  not  less  than  20  five  years. 

13  (b)   Any  hall  or  building  association  of  a  local  unit  men- 

14  tioued  in  subdivision  (a),  all  of  the  capital  stock  of  which  is 

15  owned  by  the  local  unit  or  the  members  thereof,  and  which 
K)  operates  the  clubroom  facilities  of  the  local  unit. 

17  (c)   The  department  shall  not  issue  a  club  license  to  any 

18  club  if  it  determines  that  the  club  Avas  formed  solely  for  the 
10  purpose  of  obtaining  a  club  license. 
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8EMATE  BILL  No.  1830 


Introduced  by  Senator  Desmond 
Jainiai-y  23,  1057 


BEPEBREl)   'I'O    ('<)MI\riT'rii:i';   ON   (!(»VKRN^rENTAlJ    I';KP^1('IENCY 


An  act  to  amend  Section  24200  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  24200  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  24200.     The  following  are  the  grounds  whioli  constitute  a 

4  basis  for  the  suspension  or  the  revocation  of  licenses : 

5  (a)   When  the  continuance  of  a  license  would  be  contrary  to 

6  public  welfare  or  morals;  but  proceedings  under  this  section 

7  upon  this  ground  are  not  a  limitation  upon  the  department's 

8  authority  to  proceed  under  Article  XX,   Section  22,  of  the 
y  Constitution. 

10  (b)   Except  as  limited  by  Chapters  11  and  12  of  this  divi- 

11  sion,  the  violation  or  the  causing  or  the  permitting  of  a  viola- 

12  tion  by  a  licensee  of  this  division,  any  rules  of  the  board 
1-J  adopted  pursuant  to  Part  14  of  Division  2  of  the  Revenue  and 
11  Taxation  Code  or  any  rules  of  the  department  adopted  pur- 

15  suant  to  the  provisions  of  this  division,  or  any  other  penal 

16  provisions  of  law  of  this  State  prohibiting  or  regulating  the 

17  sale,  exposing  for  sale,  use,  possession,  giving  away,  adultera- 

18  tion,  dilution,  misbranding,  or  mislabeling  of  alcoholic  bever- 

19  ages  or  intoxicating  liquors. 

20  (c)   The  misrepresentation  of  a  material  fact  by  any  appli- 

21  cant  in  obtaining  any  license. 

22  (d)  The  plea,  verdict,  or  judgment  of  guilty  to  any  public 
2:j  offense  involving  moral  turpitude  or  under  any  federal  law 

24  prohibiting  or  regulating  the  sale,  exposing  for  sale,  use,  pos- 

25  session,  or  giving  away  of  alcoholic  beverages  or  intoxicating 

26  liquors  or  prohibiting  the  refilling  or  re-use  of  distilled  spirits 

27  containers  charged  against  the  licensee. 
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1  (e)  Where  the  portion  of  the  premises  of  the  licensee  upon 

2  which  the  activities  permitted  by  the  license  are  conducted  are  , 

3  ivith  the  knowledge  of  the  licensee,  a  resort  for  illegal  pos- 

4  sessors  or  users  of  narcotics,  prostitutes,  pimps,  panderers,  or 

5  sexual  perverts.  In  addition  to  any  other  legally  competent 

6  evidence,  the  character  of  the  premises  may  be  proved  by  the 

7  general  reputation  of  the  premises  in  the  community  as  a  re- 
g  sort  for  illegal  possessors  or  users  of  narcotics,  prostitutes, 
9  pimps,  panderers,  or  sexual  perverts. 

10  (f)   Failure  to  correct  objectionable  conditions  constituting 

11  a  nuisance  within  a  reasonable  time  after  receipt  of  notice  to 

12  make  such  corrections  from  a  district  attorney  under  Section 

13  373a  of  the  Penal  Code. 
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SENATE  BILL  No.  2209 


Introduced  by  Senators  Farr,  Cobey,  Short,  Thompson,  Erhart,  Breed, 
Hollister,  Grunsky,  and  John  F.  McCarthy 


January  24,  1957 


REFERRED   TO   COMMITTEE  ON   GOVERNMENTAL  EFFICIENCY 


An  act  to  add  Section  23428.9  to  the  Business  and  Professions 
Code,  relating  to  henevolent  and  fraternal  lodges  of  the 
Portuguese  Societies  of  California. 

The  pcoplr  of  the  State  of  California  do  enact  as  follows: 

1  23428.9.     Same:   Benevolent   and   fraternal   lodges   of  the 

2  Portuguese  Societies  of  California.  For  the  purposes  of  this 

3  article,    "club"    also    means    any    of   the   local    chapters    or 

4  branches  of  the  follovv^ing  Portuguese  benevolent  and  fraternal 

5  organizations  operating  in  the  State  of  California  which  has 

6  as  the  owner,  lessee  or  occupant  thereof  operated  an  estab- 

7  lished  benevolent  and  fraternal  organization  for  not  less  than 

8  10  years :  Portuguese  Union  of  State  of  California,  also  known 

9  as  the  UPC ;  Irmadade  Divino  Espirito  Santo,  IDES ;  Socie- 

10  dade  do   Espirito   Santo ;  Benevolent  Society  of  California; 

11  Union    of    Portuguese    Continental    Lodge;    Madera    Lodge, 

12  APMEC ;  Sociedade  Portuguesa  Rainha  Santa  Isabel,  also 
i;^  known  as  the  SPRSI;  and  Fiesta  de  Espirito  Santo,  also 
14  known  as  FDES  in  Monterey. 
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AMENDED  IN  SENATE  MAY  23,  1957 
8ENATE  BILL  No.  2241 

Introduced  by  Senator  Breed 
January  24,  1957 


REFERRED   TO   COIMMITTEE   ON   GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  23084  23081  of  the  Business  and  Pro- 
fessions Code,  relating  to  alcoholic  1)  ever  ages. 

The  people  of  the  State  of  California  do  enact  as  follows: 


\ 
2 
3 

4 
5 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
1() 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


Section  1.     Section  23081  23081  of  the  Business  and  Pro- 
fessions Code  is  amended  to  read : 

23081.     ^PJ»e  review  by  %te  board  e#  ft  doeiaion  el  the  depart 

mV  i  1  \j   TTiTrrTT  T  "Vr    IXllll  l»^  vl    TTT  TTTTT  VJ  Ll»^t3Llwllk3  • 

-fa^  Whether  tlte  department  has  procoodcd  without,  e*=  «i 
CKcose  e#7  ite  jurisdiction. 

-fb^  Whether  the  d-opartmont  has  proceeded  i«r  4he  mannci=^ 
i^fj-uwed  -bfr  lawr  fH«i  whether  th^  penalty  is  harsh, 
ey  exeessive. 


!•>  t  ^      4-   I->  J-t       -f-l-l-\   /-|  T  1->   /TUt  ■ 

tJ  >     TH~   TtTTTTlxTgiTr 

?d:  fey  suhatantial  e^ 


■{^d-)-  Whether  the  findings  fti=e  st 

/  1   J^-i-l-*  t-H-\       \-»\        4-  1-1  i"\        I  1  ^->P  K  -f       y-\T-,      4-   1^  .-\       -TT-'ll  r\  1    J  A      , 

VlUllvTTJ    iTT    1 11"     iliill  L     TTT   XliTT    TTTtTTTTtr 

-fe)-  Whethei'  there  is  i^eievant  cvidcneer  which,  i«  tiw  exor- 
eise  of  yeasonablo  diligence,  could  wet  have  feeeft  produced  o^^ 
which   was   improper!}^   excluded   at   the   hearing   before   the 


23081.  Within  40  days  after  the  decision  of  the  depart- 
ment is  delivered  e^  mailed:  to  the  parties  has  been  personally 
served  upon  the  parties  or  served  upon  them  hy  certified  or 
registered  mail,  with  return  receipt ,  any  party  aggrieved  by  a 
final  decision  of  the  department  may  appeal  to  the  board  from 
such  decision.  When  the  decision  is  served  hy  mail,  the  time 
for  filing  the  appeal  is  increased  one  day  for  every  full  100 
miles  of  distance  betiveen  the  place  of  deposit  and  the  place  of 
service.  The  appeal  shall  be  in  writing  and  shall  state  the 
grounds  upon  which  a  review  is  sought.  A  copy  of  the  appeal 
shall  be  mailed  by  the  appellant  to  each  party  who  appeared 
in  the  proceeding  before  the  department,  including  the  depart- 
ment which  shall  thereafter  be  treated  in  all  respects  as  a 
party  to  the  appeal. 
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SENATE  BILL  No.  2242 

Introduced  by  Senator  Breed 

Jannary  24,  1957 


REFERRED   TO   COMMITTEE  ON    GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  23091  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

The  people  of  the  State  of  Calif ornia  do  enact  as  follows: 

1  Section  1.     Section  23091  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23091.     Final  orders  of  the  board  shall  be  subject  to  judicial 

4  review  ae  proscribod  fey  lawr  Where  afty  statute  spoeifics  a 

5  limited  period  within  which  «»  action  foi'  ^«d4eial  yevicw  e# 

6  a»y  matter  within  the  juriadiction  e#  the  board  may  fee  m- 

7  stitutcd,  the  time  iei'  filing  the  action  shall  eommcncc  to  ¥«» 

8  OH:  the  4^^  eft  wliich  the  feai  order  ei  the  board  k  delivered  to 

9  the  parties  personalfei^  ©^  seftt  to  them  fey  yegifjterod  mailr  hy 

10  petition  to  the  District  Courts  of  Appeal  for  a  writ  of  review 

11  pursuant  to  Chapter  1  (commencing  at  Section  1067),  Title  1, 

12  Part  3  of  the  Code  of  Civil  Procedure.  The  review  upon  this 

13  writ  shall  not  he  extended  further  than  to  determine  if  the 

14  hoard  has  regularly  pursued  its  authority.  Time  for  filing  the 

15  writ  shall  commence  to  run  on  the  date  on  which   the  final 

16  order  of  the  hoard  is  served  upon  the  parties. 


0 


36  COMMITTED  REPORT  ON  ALCOHOLIC   BEVERAGE  INDUSTRY 

SENATE  BILL  No.  2244 

Introduced  by  Senator  HoUister 

January  24,  1957 


REFERRED  TO   COMMITTER  ON  GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  25631  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

The  people  of  the  f^tate  of  California  do  enact  as  follows: 

1  Section  1.     Section  25631  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  25631.     Any  on-  e**  e#-sale  licensee,  or  agent  or  employee 

4  of  such  licensee,  who  sells,  gives,  or  delivers  to  any  person  any 

5  alcoholic  beverage  between  the  hours  of  2  o'clock  a.m.  and  6 

6  o'clock  a.m.  of  the  same  day,  is  guilty  of  a  misdemeanor. 

7  Any  off-sale  licensee,  or  agent  or  employee  of  such  licensee, 

8  who  sells,  gives,  or  delivers  to  any  person  any  alcoholic  hev- 

9  erage  hetiveen  the  hours  of  12  o'clock  p.m.  Saturday  and  8 

10  o'clock  a.m.  the  following  Sunday,  or  hetween  the  hours  of  10 

11  o'clock  p.m.  and  8  o'clock  a.m.  the  following  day  on  other 

12  days,  is  guilty  of  a  misdemeanor. 
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AMENDED  IN  SENATE  MARCH  28,  1957 
SENATE  BILL  No.  2401 

Introduced  by  Senator  Burns 
January  25,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENTAL  EFFICIENCY 


An  act  to  add  Chapter  10.5  (commencing  at  Section  24800)  to 
Division  9  of  the  Business  and  Professions  Code,  relating  to 
alcoliolic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Chapter  10.5   is  added  to  Division  9  of  the 

2  Business  and  Professions  Code,  to  read  as  follows: 
3 

4  Chapter  10.5.     Credit  Restrictions 
5 

6  24800.      As  used  in  this  chapter : 

7  (a)   "Distributor"  means  anj'-  manufacturer,  wine  grower, 

8  rectifier,  or  wholesaler,  and  any  other  licensee  who  is  author- 

9  ized  to  sell  alcoholic  beverages  to  retailers. 

10  (b)   "Payment"  means  the  full  legal  discharge  of  the  debt 

11  by  cash  or  its  equivalent,  including  ordinarj^  and  recognized 

12  means  for  discharge  of  indebtedness  excepting  notes,  pledges 

13  or  other  promises  to  pay  at  a  future  date  and  excepting  credit 

14  memoranda  issued  for  the  purpose  of  circumventing  the  pro- 

15  visions  of  this  chapter.  A  check  not  promptly  deposited  for 

16  collection  or  a  check  dishonored  on  presentation  for  payment 

17  shall  not  be  deemed  payment. 

18  (c)  "Alcoholic  leverages"  does  not  include  heer. 

19  24801.     No  distributor  shall  knowingly  sell  or  offer  for  sale 

20  to  any  retailer  any  alcoholic  beverages,  and  no  retailer  shall 

21  purchase  or  offer  to  purchase  from  any  distributor  any  alco- 

22  holic  beverages  except  for  payment  upon  delivery  of  such 

23  alcoholic  beverages  or  on  credit  terms  not  in  excess  of  forty- 

24  two  (42)  days  from  date  of  delivery  of  such  alcoholic  bever- 

25  ages.   Provided,  however,   that  nothing  in  this  section  shall 
2()  require  any  distributor  to  extend  credit  to  any  retailer. 
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1  24802.     No  distributor  shall  knowingly  sell  or  deliver  any 

2  alcoholic  beverages  except  for  payment  on  or  before  delivery 

3  to  any  retailer  who  has  failed  to  pay  for  alcoholic  beverages 

4  delivered  to  him  by  any  distributor  more  than  forty- two  (42) 

5  days  previously,  and  no  retailer  who  has  failed  to  pay  for  any 

6  alcoholic  beverages  delivered  to  him  by  any  distributor  more 

7  than  forty-two  (42)  days  previously  shall  accept  delivery  of 

8  any   alcoholic   beverages   except   for   payment   on   or   before 

9  delivery. 

10  21803.     Wlieii  mi  individual  retail ci^  in  -Hiiablc  t#  carry  en 

11  his  lieeiiHcd  businoHij  without  obtaining  additional  crodit  m*^ 

12  euch  inability  is  the  result  ei  substantial  damage  te  his  inven- 

13  %e¥y  o¥  premises  from  fi^ey  earthquake,  storm,  flood,  e¥  other 

14  misfortunes  the  department  amy  designate  fey  rule,  asy  dis- 

15  tributor  MHty  extend  credit  to  sueh  retailer  ^i^  aft  additional 

16  thirty  (30)  days  as  a  matter  ei  course  a^dr  le*  a«:  additional 

17  thirty   (30)'  4ay  period  thereafter  H  the  department  should 

18  fe^  that  such  additional  period  is  justified  m  the  particular 

19  instance. 

20  21801.     No  distributor  shall  knowingly  seH  e¥  offer  ^e*  sale 

21  aey  alcoholic  beverages  to  any  retailer  who  has  failed  to  pay 

22  ^os"  a«y  alcoholic  beverages  delivered  te  such  retailer  fey  a«y 

23  distributor  more  than  ninety   (90)    days  previously,  asd  fto 

24  retailer  who  has  failed  te  pay  fe^  aey  alcoholic  beverages 

25  delivered  te  hini  more  than  ninety   (90)   da^'s  previously  fey 

26  aiiy  distributor  shall  accept  delivery  ef  any  alcoholic  hover  ■ 

27  ages  until  such  time  as  such  retailor  has  made  payment  #e*= 

28  ali  alcoholic  beverages  purchased  fey  such  retailer  more  than 

29  ninety   (90)   days  previously  from  any  distributor  except  in 

30  instances  whore  the  department  may  approve  the  sale  under 

31  the  provisions  e#  this  chapter. 

32  The  director  shall  adopt  rules  and  regulations  setting  forth 

33  the  events  which  upon  their  occurence,  the  retailer  may  as- 

34  suyne  additional  time  to  comply  ivith  this  chapter  upon  notice 

35  of  such  occurrence  being  given  in  writing  by  the  retailer  to 

36  the  department. 
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AMENDED  IN  SENATE  APRIL  29,  1957 
8ENATE  BILL  No.  2613 

Introduced  by  Senator  HoUister 
January  25,  1957 


REFERRED  TO   COMMITTEE  ON   GOVERNMENTAL  EFFICIENCY 


An  act  to  amend  Section  25631  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  beverages. 

The  pcoph  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  25631  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  25631.     Any  on-or  off-sale  licensee,  or  agent  or  employee  of 

4  such  licensee,  who  sells,  gives,  or  delivers  to  any  person  any 

5  alcoholic  beverage  betv^^een  the  hours  of  2  o'clock  a.m.  and  6 

6  o'clock  a.m.  of  the  same  day,  is  guilty  of  a  misdemeanor. 

7  Any  off-sale  licensee,  or  agent  or  employee  of  such  licensee, 

8  who  sells,  gives,  or  delivers  to  any  person  any  alcoholic  bev- 

9  erage  between  the  hours  of  2  o'clock  ttdftir  12  o'clock  noon  Snn- 
10     day  and  6  o'clock  a.m.  Monday  is  guilty  of  a  misdemeanor. 
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Senate  Constitutional  Amendment  No.  39 


Introduced  by  Senators  Collier,  Miller,  Beard,  Short,  Arnold,  Brown, 
Montgomery,  John  F.  McCarthy,  McBride,  Gibson,  Thompson,  Hol- 
lister.  Burns,  Farr,  Dolwig,  Desmond,  Christensen,  Kraft,  Dorsey, 
Cunningham,  Coombs,  Teale,  Ed.  C.  Johnson,  Harold  T.  Johnson, 
Erhart,  Berry,  Byrne,  and  Busch 


April  30,  1957 


REFERRED   TO  COMMITTEE  ON  GOVERNMENTAL  EFFICIENCY 


Senate  Constitutional  Amendment  No.  39 — A  resolution  to  pro- 
pose to  the  people  of  the  State  of  California  an  amendment 
to  the  Constitution  of  the  State,  l)y  amending  the  fifth  para- 
graph of  Section  22  of  Article  XX  thereof,  relating  to  alco- 
holic beverages. 

1  Resolved  hy  the  Senate,  the  Assembly  concurring,  That  the 

2  Legislature  of  the  State  of  California  at  its  1957  Regular  Ses- 

3  sioii  commencing  ou  the  seventh  day  of  January,  1957,  two- 

4  thirds  of  the  Members  elected  to  each  of  the  two  houses  of  the 

5  Legislature  voting  therefor,  hereby  proposes  to  the  people  of 

6  the  State  of  California  that  the  Constitution  of  the  State  be 

7  amended  by  amending  the  fifth  parapraph  of  Section  22  of 

8  Article  XX  thereof,  relating  to  alcoholic  beverages,  to  read : 

9  The  Department  of  Alcoholic  Beverage  Control  shall  have 

10  the  exclusive  power,  except  as  herein  provided  and  in  accord- 

11  ance  with  laws  enacted  by  the  Legislature,  to  license  the  manu- 

12  facture,  importation  and  sale  of  alcoholic  beverages  in  this 

13  State,  and  to  collect  license  fees  or  occupation  taxes  on  account 

14  thereof.  The  department  shall  have  the  power,  in  ite  discretion 

15  accordance  with  laws  enacted  hy  the  Legislature  ,  to  deny, 

16  suspend  or  revoke  any  specific  alcoholic  beverages  license  H  4% 

17  shall  determine  ie¥  good  cause  ttet  the  granting  b¥  continu 

18  anec  ©i  such  licGiiso  would  be  contrary  to  public  welfare  e^ 
39  morals,  er  that  B:  person  seeking  e¥  holding  a  liconso  has  vi©- 

20  latcd  ftftv  iftw  prohibiting  conduct  involving  moral  turpitude  . 

21  It  shall  be  unlawful  for  any  person  other  than  a  licensee  of 

22  said  department  to  manufacture,  import  or  sell  alcoholic  bev- 

23  erages  in  this  State. 
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Senate  Concurrent  Resolution  No.  70 

Introduced  by  Senator  Collier 
March  Vl,  1!)57 


REFERRED  TO   COMMITTEE  ON   GOVERNMENTAL  EFFICIENCY 


Senate  Concurrent  Resolutio7i  No.  70 — Relating  to  the  trans- 
fer and  issuance  of  on-sale  general  licenses  T)y  the  Depart- 
ment of  Alcoholic  Beverage  Control. 

1  Whereas,  In  August,   1956,  the  Department  of  Alcoholic 

2  Beverage  Control  announced  a  plan  to  issue  new  on-sale  gen- 

3  eral  licenses  in  10  counties  of  the  State  where  by  reason  of  an 

4  increase  in  population  since  the  most  recent  United  States 

5  decennial  or  special  census  additional  licenses  may  be  issued 

6  in  accordance  with  existing  law;  and 

7  Whereas,  The  Department  of  Alcoholic  Beverage  Control 

8  has  issued  and  will  continue  to  issue  such  new  on-sale  general 

9  licenses  pursuant  to  said  plans ;  and 

10  Whereas,  Prior  to  1939  there  were  no  restrictions  on  the 

11  number  of  licenses  issued  in  any  county  and,  as  a  result,  the 

12  number  of  on-sale  premises  in  many  counties  in  the  State  now 

13  exceed  the  maximum  number  established  by  the  Legislature  in 

14  Sections  23815   and  23816  of  the  Business  and  Professions 

15  Code;  and 

16  Whereas,  An  excess  of  licensed  premises  may  create  eco- 

17  nomic  pressures  which  Avill  lead  to  violations  of  the  law  and 

18  serious  law  enforcement  problems ;  and 

19  Wpiereas,  By  administrative  rule  of  the  Department  of  Al- 

20  coholic  Beverage  Control    (Rule  No.   60)    licenses  which  are 

21  limited  in  number  are  transferable  from  person  to  person  or 

22  premises  to  premises  only  within  the  same  county;  and 

23  Whereas,  It  is  the  consensus  of  both  houses  of  the  Legisla- 

24  ture  that,   if  the   transfer  of  licenses  were   permitted   from 

25  county  to  county,  law  enforcement  would  be  enhanced,  the 

26  market  value  of  existing  licenses  would  be  permitted  to  find 

27  their  true  economic  level  throughout  the  State,  and  the  de- 

28  mand  for  additional  licenses  in  those  counties  where  the  ratio 

29  of  premises  to  population  is  below  the  statutory  limit  could  be 

30  substantially  filled ;  now,  therefore,  be  it 
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1  Resolved   ly   the   Senate   of   the   State   of   California,   the 

2  Assembly  thereof  concurring.  That  the  Department  of  Alco- 

3  holie   Beverage   Control  is  urged   to  repeal  that  portion   of 

4  Department  Rule  No.  60  which  now  prohibits  the  transfer  of 

5  licenses  which  are  limited  in  number  from  county  to  county; 

6  and  be  it  further 

7  Resolved,  That  the  department  is  urged  that,   insofar   as 

8  possible,  the  demand  for  additional  licenses  in  counties  where 

9  the  ratio  of  premises  to  population  is  below  the  statutory  limit 

10  be  filled  by  transfers  of  licenses  from  counties  where  the  ratio 

11  of  population  to  premises  exceeds  the  statutorj^  limit  instead 

12  of  by  the  issuance  of  new  licenses  by  the  department;  and 

13  be  it  further 

14  Resolved,  That  the  Secretary  of  the  Senate  transmit  a  copy 

15  of    this    resolution    to    the    Director    of    Alcoholic    Beverage 

16  Control. 
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EXHIBIT  E 

AMENDED  IN  SENATE  MAY  8,  ]957 

CALIFORNIA   LEGISLATU  RE— 1957  REGULAR  SESSION 

ASSEMBLY  BILL  No.  1948 


Introduced  by  Messrs.  Rees  and  Conrad 

(At  the  request  of  Department  of  Alcoholic  Beveratje  ('oiitrol) 


January  ID,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENT  ORGANIZATION 


An  act  to  amend  Sectioti  23037  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  beverages. 

The  pcnvl(  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23037  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23037.     "Club"  means  a  corporation  or  association  which 

4  is  the  owner,  lessee,  or  occupant  of  an  establishment  operated 

5  solely  for  objects  of  a  social  or  athletic  nature  but  not  for 

6  pecuniary  gain,  having  a  bona  fide  membership  list,  and  the 

7  majority  of  the  members  of  which  pay  dues  at  least  once  in 

8  every  year,  and  the  property  as  well  as  the  advantages  of 

9  which  belong  to  the  members,  and  which  sells  alcoholic  bev- 

10  erages  only  to  its  members  and  its  bona  fide  guests.  A  guest 

11  is  defined  as  a  person  who  is  actually  a  house  guest,  or  a  per- 

12  son  whose  presence  as  a  guest  is  in  response  to  a  specific  in- 

13  vitation  for  the  special  occasion. 
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Assembly  Bill  No.  1949 


Passed  tlic  Ass('iiil)l\-  Jiiiic  10,  lOf)? 


Chief  Clerk  of  the  Assembly 


Passed  the  Senate  June  8,  1957 


Secretary  of  the  Senate 


This  bill  was  received  by  the  Governor  this 

day  of ,  1957,  at o'clock m. 


Private  Secretary  of  the  Governor 
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CHAPTER  

All  act  to  repeal  Section  4  of  Chapter  1801  of  the  Statutes  of 
1955,  and  to  amend  Sections  23399  and  23824  of  the  Busi- 
ness and  Professions  Code,  rclatinri  to  alcoholic  heverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  4  of  Chapter  l.'^Ol  of  the  Statutes  of 
1055  is  reiiealed. 

Sec.  2.  Section  2;3.'j9!)  of  tlie  lousiness  and  Professions 
Code  is  amended  to  read  : 

23899.  An  on-sale  o'eneral  license  authorizes  the  sale  of 
beer,  wine,  and  distilled  spirits  for  consumption  on  the  prem- 
ises where  sold.  Any  licensee  under  an  on-sale  general  li- 
cense, a  club  license,  or  a  veterans'  club  license  may  apply  to 
the  department  for  a  caterer's  permit.  Such  a  permit  under  an 
on-sale  general  license  shall  authorize  the  sale  of  beer,  wine, 
aiul  distilled  spirits  for  consumption  at  conventions,  sportiufy 
(>vents,  trade  exhibits,  picnics,  social  gathering's,  or  similar 
events  held  any  place  in  the  State  approved  by  the  department. 
Such  a  permit  under  a  club  license  or  a  veterans'  club  license 
shall  authorize  such  sales  at  such  events  only  upon  the  licensed 
club  premises.  This  section  shall  in  no  way  limit  the  power  of 
the  department  to  issue  special  licenses  under  the  provisions  of 
Section  24045  of  this  code.  Consent  to  such  sale  at  each  such 
event  shall  be  first  obtained  from  the  department  pursuant  to 
rules  prescribed  by  it.  At  such  events,  the  licensee  may  exer- 
cise only  those  privileges  authorized  by  his  license  and  shall 
comply  with  all  provisions  of  the  act  pertaining  to  the  conduct 
of  on-sale  premises  and  violation  of  any  such  provisions  may 
be  grounds  for  suspension  or  revocation  of  the  licensee's  li- 
cense or  permit,  or  both,  as  though  such  violation  occurred  on 
the  licensed  premises.  The  fee  for  a  caterer's  permit  for  a  li- 
censee uiuler  an  on-sale  general  license  shall  be  one  hundred 
dollars  ($100)  per  year,  and  the  fee  for  a  caterer's  permit  for 
a  license  under  a  club  license  or  a  veterans'  club  license  shall 
be  a  sum  ecpial  to  the  annual  fee  for  an  on-sale  general  license 
prescribed  by  Section  23320,  and  such  permit  may  be  renew- 
able annually  at  the  same  time  as  the  licensee's  license.  The 
caterer's  perndt  shall  be  transferable  as  a  part  of  the  license. 

Sec.  3.     Section  23824  of  said  code  is  amended  to  read: 

2:»824.  Tjimitatioiis  provided  by  this  article  on  the  number 
of  licensed  premis(\s  shall  not  apply  to  ])remises  owned  by  the 
State  of  California,  any  incorporated  city,  county,  city  and 
county,  airport  district,  or  other  district  or  public  cor])oration 
of  the  State  of  (California. 


46  COMMITTEE  REPORT  ON  ALCOHOLIC  BEVERAGE  INDUSTRY 

Licenses  issued  on  premises  owned  by  the  State,  incorpo- 
rated city,  county,  city  and  county,  airport  district,  or  other 
district  or  public  corporation  of  the  State  of  California,  shall 
be  excluded  from  the  number  of  premises  used  in  determining 
application  of  the  limitations  provided  by  this  article.  Such 
license  shall  be  exempt  from  the  provisions  of  Section  23954.5 
and  shall  be  nontransferable. 


Speaker  of  the  Assembly 


President  of  the  Senate 


Approved ,  1957 


Governor 
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CALIFORNIA   LEGISLATURE— 1957   REGULAR   SESSION 

ASSEMBLY  BILL  No.  1963 


Introduced  by  Messrs.  Weinberger,  Rees,  Conrad,  Thomas  J.  Doyle, 
Beaver,  Coolidge,  Johnson,  McCollister,  Miller,  Rumford,  Schrade, 
and  Shell 


January  19,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENT  ORGANIZATION 


An  act  to  add  Section  25620  to  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

Thf  peovlf  of  Ihc  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  25620  is  added  to  the  Business  and  Pro- 

2  f  essions  Code,  to  read  : 

3  25620.     Any  local  law  enforcement  agency  or  any  district 

4  attorney  shall  initiate  and  conduct  such  investigations  as  to 

5  any  licensee  or  licensed  premises  as  may  be  requested  in  writ- 

6  ing  by  the  department. 
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AMENDED  IN  SENATE  MAY  24,  1957 
AMENDED  IN  ASSEMBLY  MARCH  21,  1957 

CALIFORNIA   LEGISLATU  RE— 1957   REGULAR   SESSION 

ASSEMBLY  BILL  No.  1964 


Introduced  by  Messrs.  Weinberger,  Rees,  Conrad,  Thomas  J.  Doyle, 
Beaver,  Coolidge,  Johnson,  McCollister,  Miller,  Rumford,  Schrade, 
and  Shell 

January  19,  1957 


REFERRED   TO   COMMITTEE   ON   GOVERNMENT   ORGANIZATION 


All  aci  io  (tinend  Section  24300  of  the  Business  and  Professimis 
Code,  relating  to  alcoholic  leverages. 

The  T'covlf  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  24300  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  24300.     Any  hearings  held  on  a  protest,  accusation,  or  peti- 

4  tion  for  a  license  may  be  held  at  the  county  seat  of  the 

5  county  in  which  the  premises  or  licensee  are  located,  or  may 

6  be  held  in  San  Francisco  if  the  transaction  occurred  or  the 

7  licensee    resides   within   the   First   District    Court   of   Appeal 

8  District,  in  the  County  of  Los  Angeles  if  the  transaction  oc- 

9  curred  or  the  licensee  resides  within  the  Second  or  Fourth 
10  District  Court  of  Appeal  Districts,  or  in  the  County  of  Sacra- 
]  1  mento  if  the  transaction  occurred  or  the  licensee  resides  within 

1 2  the  Third  District  Court  of  Appeal  District ;  provided,  that  the 

13  department,   if   the  transaction   occurred   in   a   district   other 

14  than  that  of  the  licensee's  residence,  may  select  the  county 

15  appropriate  for  either  district;  or  the  department  may  select 

16  a  different  place  nearer  the  place  where  the  transaction  oc- 

1 7  curred  or  the  licensee  resides ;  or  the  parties  by  agreement  may 

18  select  any  jilace  within  the  State.  It  is  the   intention  of  the 
]',)  Legislatnri  that  ivliencver  it  irill  jiot  cause  nnreasonahle  delay, 

20  ^'  hearing  shall  be  held  al   the  coiijify  seat  of  the  county  in 

21  which  the  premises  or  licensee  are  located.  Hearings  before  the 
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1  department  itself  on  reconsideration  or  nnder  snbdivision   (c) 

2  of  Section  11517  of  the  Oovernment  Code  may  be  held  in  Sac- 

3  ramento  or  at  any  other  place  in  the  State  where  the  depart- 

4  ment  is  meeting.  Except  as  provided  in  Section  24203  and 

5  in  this  section,  the  proceedings  shall  be  conducted  in  accord- 

6  ance  with  Chapter  5  of  Part  1  of  Division  3  of  Title  2  of  the 

7  Government  Code,  and  in  all  cases  the  department  shall  have 

8  all  the  powers  granted  therein. 


ii 


50  COMMITTEE  REPORT   ON   ALCOHOLIC   BEVERAGE  INDUSTRY 

CALIFORNIA   LEGISLATU  RE— 1957  REGULAR  SESSION 

ASSEMBLY  BILL  No.  1966 


Introduced  by  Messrs.  Weinberger,  Rees,  Conrad,  Thomas  J.  Doyle, 
Beaver,  Coolidge,  Johnson,  McCollister,  Miller,  Rumford,  Schrade, 
and  Shell 


January  19,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENT  ORGANIZATION 


The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  2;i()91  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23091.     A  final  order  s  of  the  board  shall  be  subject  to  ju- 

4  dicial  review  as  pi^eseribed  bfr  ktw  provided  in  Section  22  of 

5  Article  XX  of  the  Constitution  .  AVhere  any  statute  specifies 

6  a  limited  period  within  which  an  action  for  judicial  review  of 

7  any  matter  within  the  jurisdiction  of  the  board  may  be  insti- 

8  tuted,  the  time  for  filing  the  action  shall  commence  to  run  on 

9  the  date  on  which  the  final  order  of  the  board  is  delivered  to 

10  the  parties  personally  or  sent  to  them  by  registered  mail. 

11  Sec.  2.     Section  24301  of  said  code  is  repealed. 

12  Sec.  3.     Section  1  of  this  act  shall  be  operative  only  if  a 

13  constitutional   amendment   providing   for   judicial   review   of 

14  orders  of  the  Alcoholic  Beverage  Control  Appeals  Board  by 

15  the  District  Courts  of  Appeal  is  proposed  by  the  Legislature 

16  at  this  session  and  is  adopted  by  vote  of  the  people,  in  which 

17  event  Section  1  of  this  act  shall  become  operative  at  tlie  same 

18  time  that  said  constitutional  amendment  takes  effect. 
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AMENDED  IN  ASSEMBLY  APRIL  4,  1957 
AMENDED  IN  ASSEMBLY  MARCH  21,  1957 

CALIFORNIA   LEGISLATURE— 1957   REGULAR  SESSION 

ASSEMBLY  BILL  No.  1967 


Introduced  by  Messrs.  Weinberger,  Coolidge,  Rees,  Thomas  J.  Doyle, 
Beaver,  Conrad,  Johnson,  McCollister,  Miller,  Rumford,  Schrade, 
and  Shell 

January  19,  1957 


REFERRED  TO   COMMITTEE  ON  GOVERNMENT  ORGANIZATION 


An  act  to  amend  Scciions  23081  fin4  23086  SECTION  23081 
of  the  Business  and  Professions  Code,  relating  to  alcoholic 
leverages. 

Thi  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23081  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23081.     Within  iO  25  daj^s  after  the  decision  of  the  depart- 

4  nient  is  delivered  or  mailed  to  the  parties,  any  party  aggrieved 

5  by  a  final  decision  of  the  department  may  appeal  to  the  board 

6  from  such  decision.  The  appeal  shall  be  in  writing  and  shall 

7  state  the  grounds  upon  which  a  review  is  sought.  A  copy  of 

8  the  appeal  shall  be  mailed  by  the  appellant  to  each  party  who 

9  appeared  in  the  proceeding  before  the  department,  including 

10  the  department  which  shall  thereafter  be  treated  in  all  respects 

11  as  a  party  to  the  appeal. 

12  Hser  3t     Section  3308(>  ei-  Hfttd  ee4e  is  amended:  to  read ; 

13  23086.     fe  *dl  crscmt  ^e  \mH¥4  sltaii  e*tfe-ei^  4te  e¥^¥-  within 

14  ^  days  a#tei^  i^eei^mig  from  ^tl^  dcpartme«%  iite  transcrij^t 

15  a«d  %4e  record  o#  ali  tlw  jweeeedings  before  %ke  de|»a*4*«e«4T 

16  41  t4ie  final  order  ei  tfee  board  is  »et  entered  within  tfee  sai4 

17  60-day  period  the  decision  e4  ^e  department  sbaM:  become  fewdr 
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CALIFORNIA    LEGISLATU  RE— 1957   REGULAR   SESSION 

ASSEMBLY  BILL  No.  1970 


Introduced  by  Mr.  Weinberger 

January  19,  1957 


referred  to  committee  on  government  organization 


An  act  to  add  Section  33384.5  to  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

Thr  peovlc  of  the  State  of  California  do  tnact  os  follows: 

1  Section  1.     Section  23384.5  is  added  to  the  Business  and 

2  Professions  Code,  to  read: 

3  23384.5.     Any   licensed    manufacturer    of    distilled    spirits 

4  may,  in  addition  to  the  other  privileges  exercised  under  his 

5  license  and  in  accordance  with  rules  prescribed  by  the  depart- 

6  ment,  sell  tax-paid  distilled  spirits  originally  distilled  in  this 

7  State  to  nonlicensees  having  a  fixed  place  of  business  or  resi- 

8  dence  upon  territory  within  this  State  which  is  maintained  by 

9  the  United  States  Government  as  a  military  or  naval  reserva- 
10  tion  or  national  park. 
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AMENDED   IN  ASSEMBLY  MARCH  7,  1957 

CALIFORNIA    LEGISLATU  RE— 1957   REGULAR   SESSION 

ASSEMBLY  BILL  No.  2195 


Introduced  by  Messrs.  Weinberger,  Rees,  Conrad,  Thomas  J.  Doyle, 
Beaver,  Coolidge,  Johnson,  McCollister,  Miller,  Rumford,  Schrade, 
and  Shell 

January  19,  1957 


REFERRED   TO   COMMITTEE  ON  GOVERNMENT  ORGANIZATION 


An  act  to  add  Section  25763  to  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

The  vcovU-  of  'he  ^iate  of  Califurnia  do  enact  as  follows: 

1  Section  1.     Section  25763   is  added  to  the  Business  and 

2  Professions  Code,  to  read : 

3  25763.     The  department  shall  by  rule  establish  standards  of 

4  lighting  to  be  maintained  in  all  on-sale  premises,  sufficient 

5  to  enable  the  department  and  local  enforcement  officers  to 

6  carry  out  their  responsibilities  and  duties  in  such  premises. 

7  It  is  not  the  intention  of  the  Legislature  to  prohibit  a  city, 

8  city  and  county,  or  county,  within  the  reasonable  exercise  of 

9  the  police  power,  from  establishing  standards  of  lighting  in 

10  addition  to,  and  not  in  conflict  with,  the  standards  established 

11  hy  the  department,  imposing  further  requirements  with  respect 

12  to  lighting  to  he  maintained  in  on-sale  premises. 
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AMENDED  IN  ASSEMBLY  MAY  23,  1957 
AMENDED  IN  ASSEMBLY  MAY  16,  1957 

CALIFORNIA   LEGISLATURE— 1957  REGULAR  SESSION 

ASSEMBLY  BILL  No.  3477 

Introduced  by  Mr.  Hawkins 

January  24,  1957 


REFERRED  TO  COMMITTEE  ON  GOVERNMENT  ORGANIZATION 


An  act  to  amend  Sectio7i  25600  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  heverages. 

Tht  people  of  the  -^iate  of  California  do  enact  as  follows: 

1  Section  1.     Section  25600  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  25600.     No  licensee  -  i^eluding  m^  ^^ta4ie^:=^  wfee  holdij  an 

4  off -sale  license,  shall,  directly  or  indirectly,  give  any  premium, 

5  gift,  or  free  goods  in  connection  with  the  sale  of  any  alcoholic 

6  beverage.  Any  person  violating  the  lorovisions  of  this  section 

7  is  guilty  of  a  misdemeanor. 

8  In  any  printed  advertisement  in  which  retail  alcoholic  bev- 

9  erage  prices  are  advertised  and  in  which  same  advertisement 

10  there  is  any  reference  to  free  goods,  gifts,  pi'iae^  premium^  e^ 

11  trading  stamps  or  premiums ,  the  advertisement  shall  state 

12  eletH4f?  that  no  free  goods,  gifts,  prizes^  premiums^  e¥  trading 

13  stfHwps  or  premiums  can  legally  be  given,  directlj^  or  indirectly, 

14  in  conjunction  with  the  sale  of  alcoholic  beverages. 
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AMENDED  IN  ASSEMBLY  MARCH  15,  1957 

CALIFORNIA   LEGISLATURE— 1957  REGULAR  SESSION 

Assembly  Constitutional  Amendment        No.  29 


Introduced  by  the  Members  of  the  Assembly  who  constitute  the  In- 
terim Committee  on  Government  Organization:  Messrs.  Wein- 
berger, Rees,  Conrad,  Thomas  J.  Doyle,  Beaver,  Coolidge,  Johnson, 
McCollister,  Miller,  Rumford,  Schrade,  and  Shell 


January  19,  1957 


REFERRED   TO   COMMITTEE  ON   CONSTITUTIONAL  AMENDMENTS 


Assemhly  Coyistihdional  Amendment  No.  29 — A  resolution  to 
'propose  to  the  people  of  the  State  of  California  an  amend- 
ment to  the  Co7istitution  of  the  State,  hy  amending  the  sev- 
enth paragraph  of  Section  22  of  Article  XX  thereof,  relat- 
ing to  alcoholic  beverages. 

1  Resolved  by  the  Assemhly,  the  Senate  concurring,  That  the 

2  Legislature  of  the  State  of  California  at  its  1957  Regular  Ses- 

3  sion  commencing  on  the  seventh  day  of  January,  1957,  two- 

4  thirds  of  the  members  elected  to  each  of  the  two  houses  of  the 

5  Legislature  voting  therefor,  hereby  proposes  to  the  people  of 

6  the  State  of  California  that  the  Constitution  of  the  State  be 

7  amended  by  amending  the  seventh  paragraph  of  Section  22  of 

8  Article  XX  thereof,  relating  to  alcoholic  beverages,  to  read : 

9  When  any  person  aggrieved  thereby  appeals  from  a  decision 

10  of  the  department  ordering  any  penalty  assessment,  issuing, 

11  denying,  transferring,  suspending  or  revoking  any  license  for 

12  the  manufacture,  importation,  or  sale  of  alcoholic  beverages, 

13  the  board  shall  review  the  decision  subject  to  such  limitations 

14  as  may  be  imposed  by  the  Legislature.  In  such  cases,  the  board 

15  shall  not  receive  evidence  in  addition  to  that  considered  by  the 

16  department.  Review  by  the  board  of  a  decision  of  the  depart- 

17  ment  shall  be  limited  to  the  questions  whether  the  department 

18  has  proceeded  without  or  in  excess  of  its  jurisdiction,  whether 

19  the  department  has  proceeded  in  the  manner  required  by  law, 

20  whether  the  decision  is  supported  by  the  findings,  and  whether 

21  the  findings  are  supported  by  substantial  evidence  in  the  light 
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1  of  the  whole  record.  In  appeals  where  the  board  finds  that 

2  there  is  relevant  evidence  which,  in  the  exercise  of  reason- 

3  able  diligence,  could  not  have  been  produced  or  which  was 

4  improperly-  excluded  at  the  hearing  before  the  department  it 

5  may  enter  an  order  remanding  the  matter  to  the  department 

6  for  reconsideration  in  the  light  of  such  evidence.  In  all  other 

7  appeals  the  board  shall  enter  an  order  either  affirming  or 

8  reversing   the   decision   of   the   department.   When   the   order 

9  reverses  the  decision  of  the  department,  the  board  may  direct 

10  the  reconsideration  of  the  matter  in  the  light  of  its  order  and 

11  may  direct  the  department  to  take  such  further  action  as  is 

12  specially  enjoined  upon  it  by  law,  but  the  order  shall  not  limit 

13  or  control  in  any  way  the  discretion  vested  by  law  in  the 

14  department.  An  order  of  the  board  shall  be  subject  to  judi- 

15  cial    review,    upon    petition    of    the    director    or    any    party 

16  aggrieved  by  such  order,  by  the  district  court  of  appeal  for 

17  the    appellate    district    in   which    the    licensed    premises    are 

18  located  or  in  which  the  party  resides.  Such  review  proceedings 

19  shall  be  preferred  over,  and  shall  be  heard  and  determined  in 

20  preference  to,  all  other  civil  business  except  election  causes, 

21  irrespective  of  position  on  the  court's  calendar,  fe  cases  «* 

22  which  the  department  has  revoked  a  Mcensc  bh^  %be  board  ima 

23  affiriiK^  the  deeision  ei  the-  department,  the  e©«i4  shall  «et 

24  grant  ftwy  stafr  ef  the  operation  e#  the  decision  of  the  dopart- 

25  ffl-rtrt  pending  the  judgment  el  the  eourt.  in  ftH  ethe¥  easesr  the 

26  ee«*=t  wtay  grant  suoli  a  stay^  but  onh^  altei^  aetiee  ef  the  jfto- 

27  tieft  therefor  haft  been:  given  te  the  parties  m  the  proceedings 

28  a^d  after  a  hearing  tJ^i^eoft  at  which  att  such  parties  a*^  gtvew 

29  an-  opportunity  to  he  hoard.  ^Phe  provisions  ei  this  paragraph 

80  shall  wot  preclude  the  legislature  from  providing  ie¥  a  differ 

81  efttr  type  of  judieial  review  ol  orders  of  the  board. 


O 


COMMITTEE   REPORT   ON    AliCOTTOrJC    BKVERACIE   INDTTRTRY  57 

EXHIBIT  F 

Department  op  Alcoitolto  Beverage  Control 

State  op  California 
Sacramento  14,  IMareli  28,  1958 

Honorable  James  E.  Busch,  Chairman 
Senate  Tnferim  Committee  on  the 
Alcoholic  Beverage  Industry 
Sacramento,  California 

Deak  Senator  Buscii  :  As  requested  by  your  eonimittee  tliis  depart- 
ment scheduled  a  eonferenee  with  representatives  of  all  segments  of 
the  industry  for  the  purpose  of  considering-  desirable  changes  in  the 
Alcoholic  Beverage  Control  Act.  The  conference  was  held  in  San  Fran- 
cisco on  March  11,  1958.  The  names  of  those  attending  the  conference 
and  the  organizations  represented  are  attached  as  Exhibit  A. 

In  addition  to  the  1957  Session  bills  (S.  B.  120,  S.  B.  862,  S.  B. 
1056,  S.  B.  1766,  S.  B.  1807,  S.  B.  2209,  S.  B.  2401,  S.  B.  2613,  S.  C.  A. 
70  and  A.  B.  1949)  which  you  referred  to  the  conference,  the  depart- 
ment suggested  several  proposals  for  consideration  by  the  conference. 

The  results  of  the  conference  are  as  follows : 

1957   SESSION    BILLS 

A.  Bills  Relating  to  the  Numerical  Limitation  of  Licenses.  (S.  B. 
120,  S.  B.  862,  S.  B.  1056  and  S.  C.  R.  70)  The  conference  agreed 
on  the  following: 

(1)  With  regard  to  the  limitation  of  off-sale  licenses: 

(a)  Off-sale  beer  and  wine  licenses  should  be  excluded  from  the 
count,  and  their  issuance  not  restricted  in  number. 

(b)  The  initial  fee  for  a  new  and  original  off-sale  general  license 
should  be  $6,000  and  the  numerical  ratio  of  such  licenses  to 
population  in  the  county  should  be  changed  to  1  to  2,000.  There 
was  not  complete  agreement  on  this  latter  figure.  Figures  of 
1  to  2,500  and  1  to  3,000  were  also  discussed.  (A  draft  bill 
embodying  the  recommendations  of  the  conference  and  fixing 
the  ratio  at  1  to  2,000  is  attached  as  Exhibit  B.) 

(2)  With  regard  to  the  limitation  of  on-sale  licenses: 

(a)  On-sale  beer  and  wine  licenses  should  be  excluded  from  the 
count,  and  their  issuance  to  bona  fide  eating  places  not  re- 
stricted in  number.  However,  their  issuance  to  "public  prem- 
ises" where  no  meals  are  served  should  be  limited  in  accordance 
with  the  population  in  the  county.  Further  discussions  are 
needed  to  establish  the  proper  ratio.  (A  draft  bill  embodying 
the  foregoing  conclusions  of  the  conference  is  attached  as  Ex- 
hibit C.) 

(b)  Further  study  should  be  given  to  the  limitation  ratio  applicable 
to  on-sale  general  licenses.  Meanwhile,  the  Department  should 
by  rule  discontinue  the  issuance  of  new  and  original  licenses 
of  this  type. 
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(3)  The  Department  should  remove  present  restrictions  in  its  rnles 
against  county-to-county  transfers  of  limited  licenses.  The  only 
opposition  to  this  conclusion  was  expressed  by  the  California 
Beverage  Industry   Council.    (Tavern   OAvners.) 

B.  Club  Licenses.  (S.  B.  1766,  S.  B.  1807,  S.  B.  2209,  and  A.  B.  1949) 
The  conference  agreed  on  the  following: 

(1)  S.  B.  1766  is  unnecessary  since  its  subject  matter  is  covered  by 
existing  law. 

(2)  S.  B.  1807  and  S.  B.  2209  were  strongly  opposed  by  the  Cali- 
fornia Beverage  Industry  Council.  Neither  bill  had  any  support 
from  any  industry  representative. 

(3)  With  regard  to  A.  B.  1949  the  California  Beverage  Industry 
Council  recommended  that  the  privilege  of  holding  a  caterer's 
permit  should  be  denied  to  clubs  and  veterans'  clubs.  For  this 
purpose,  certain  amendments  (attached  as  Exhibit  D)  were 
submitted.  The  Club  ^Managers'  Association  recommended  that 
this  privilege  be  retained  and  opposed  the  amendments.  It  was 
agreed  that  the  matter  should  be  resolved  by  your  committee. 
Both  sides  will  present  arguments  to  you. 

C.  Bills  Relating  to  Sunday  Closing  and  Credit.  (S.  B.  2613  and 
S.  B.  2401)  There  were  no  proponents  for  these  bills  but  there  was 
strong  opposition  to  both  of  them. 

PROPOSALS 

Also  attached  are  proposals  prepared  by  the  department  which  the 
conference  considered  and  recommends  to  your  committee.  The  depart- 
ment will  have  further  proposals  in  the  near  future,  which  will  be  pre- 
sented to  industry  representatives  at  another  conference. 

Unresolved  Issues 

If  your  committee  approves  the  foregoing  recommendations  the  only 
questions  unresolved  by  the  conference  are : 

(1)  The  ratio  to  population  of  on-sale  general  licenses  and  on-sale 
beer  and  wine  licenses  of  the  "public  premises"  type. 

(2)  "Whether  clubs  and  veterans'  clubs  should  hold  caterers'  permits. 

Very  truly  yours, 

Russell  S.  Munro,  Director 
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Exhibit  A 

CONFERENCE   CALLED   AT   REQUEST   OF    SENATE    INTERIM   COMMITTEE 
ON    THE   ALCOHOLIC   BEVERAGE    INDUSTRY 

Cypress  Kooin,  Sir  Francis  Drake  Hotel 
San  Francisco 

March  11,  1958 

('offerers  <>i  j/iniizdlions  represented  or  address 

Ilt^iiry  Aze\e(lo X'icc  rrcsdcul,  ("alifornia  Federated  Institute 

I>aniel  J.   Creedon California   IJrcwers  Association 

I).    Danfoith      San  I)iej;()  Tavern  »&  Restaurant  Association 

In»[»erial  County  Tavern  Association 

W.  J.  Dykhouse Kast  I'.ay  Kestaurant  &  Hotel  Association 

P.en    Eddy    Pacilic  Union  V\uh 

Harry  Kn^elund Distilled  Sjiirits  Institute 

(Je()rf;e  Ernest Stockton  Hotel.  Stockton 

Alliert  (J.  Evans Calfornia  Beer  Wholesalers  Association 

F.   F.   Fullenwicier Xortherii  Coastal  Area  Administrator,  A.  B.  C 

James   I>.  (iarihaldi 

(i.   L.   (Jill   Eastern  Contra  Costa  Tavern  Association 

W.  D.  Hadler California  Grocers  Association 

John  (J.   Hallett Cluh  Managers  Association 

M.  E.  Harris Deputy  Director.  Alcoholic  Beverajje  Control 

Harry  E.  Horn T'nited  Retail  Liquor  Dealers  Assn.  of  San  Francisco 

Willard   S.  .Johnston Safeway  Stores.  Beverage  Distributors,  Inc. 

Charles  II.  .Jones Beverage  Distributors,  Inc. 

Anthony  .7.  Kenne<ly Schenley.  Park  and  Tilford 

John  R.  Knowles Escondido.  California 

yi.  M.  Koehn California  Beer  Wholesalers  Association 

lieon  Kossoff Southern  California  Retail  Liquor  Dealers  A.ssn. 

Wm.   E.    r.,ewis   California  State  Restaurant  Association 

Duke  Molner Fnited  Wholesale  Li(]uor  Dealers  Association 

Mntt    Moore    El  Centro,  California 

R.   S.   Munro Director  of  Alcoholic  Beverage  Control 

Curtis  H.  I'almer Beverajje  \\'holesalers  of  Southern  California 

Malcolm  R.  Peattie Associate  Counsel.  Deiiartnient  of  A.  B.  C 

I^ynn  (i.  Peterson Pabst   lirewing  Company 

Jeffers  )ii   E.  Peyser (ieneral  Counsel,  Wine  Institute 

Sante  Quattrin Wholesale  Liquor  Dealer's  Assn.  of  Xo.  Calif. 

Robert  'SI.  Riley California  State  Restaurant  Association 

Wm.  C.  Robinson California  State  Hotel  Association 

Da\iil  Ru!)enstein California  State  Restaurant  Association 

Frank  A.  Silva  _. President.   California   Federated    Institute 

D.  J;iy   Smith   California  Tavern  Assn.  and  California  I'.e\-era;;e 

Industry  Council 

H.   L.   Tarnoff California  Retail  Li(iuor  Dealers  Institute 

C.  Arthur  Tisdel Sacramento  Hotel,  Restaurant  and  Tavern  Assn., 

21()  Senator  Hotel 

Ernie  Van  Asi)eren    Oolden  (Jate  Stores.  Inc. 

Frank  Vitale Bohemi;tn  Distributing  Comi)any.  Los  Angeles 

A.  A.  Whitaker California  Beverage  Retailers  Association 
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Exhibit  B 

An  act  to  amend  Sections  23817,  23822  and  23954.5  of,  and  to 
add  Section  23821.1  to,  the  Business  and  Professions  Code, 
relating  to  alcoholic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23817  of  the  Alcoholic  Beverage  Cou- 

2  trol  Act  is  amended  to  read : 

3  23817.     The  number  of  premises  for  which  an  off-sale  gen- 

4  eral  license  is  issued  shall  be  limited  to  one  for  each  1,000 

5  2,000  ,  or  fraction  thereof,  inhabitants  of  the  county  in  which 

6  the  premises  are  situated.  No  additional  off-sale  general  license, 

7  other  than  a  renewal  or  transfer  or  as  permitted  by  Sections 

8  23821  and  23822,  shall  be  issued  in  any  county  where  the 

9  number  of  premises  for  which  all  oft'-sale  general  licenses  are 

10  issued  is  more  than  one  for  each  i^OOO  2,000 ,   or  fraction 

11  thereof,  inhabitants  of  the  county. 

12  Sec.  2.     Section  23821.1  is  added  to  the  Business  and  Pro- 

13  f essions  Code,  to  read : 

14  23821.1.     Whenever  it  is  made  to  appear  to  the  department 

15  by  satisfactory  evidence  that  the  population  in  any  county  has 

16  increased  by  more  than  2,000  or  multiples  of  2,000  inhabitants 

17  since  the  most  recent  United  States  decennial  or  special  census, 

18  and  it  appears  to  the  department  that  by  reason  thereof  the  in- 

19  habitants  of  the  county  are  unjustly  and  unfairl}"  discriminated 

20  against,  and  if  the  total  number  of  off-sale  general  licenses  do 

21  not  then  exceed  the  maximum  specified  in  Section  23187,  the 

22  department  may  issue  not  to  exceed  one  off -sale  general  license 

23  for  each  increase  of  2,000  inhabitants  in  the  county  since  the 

24  taking  of  the  census. 

25  Sec.  3.     Section  23822  of  the  Business  and  Professions  Code 

26  is  amended  to  read : 

27  23822.     Any  person  applying  for  a+t  a  off -sale  general  license 

28  ©**  on-salc  general  license  limited  by  this  article  on  the  ground 

29  of  increased  population  shall  set  forth  in  his  application  and 

30  shall  affirmatively  show  all  of  the  following : 

31  (a)   That  he  is  a  qualified  applicant  and  that  his  prenuses 

32  qualify  under  the  law  and  rules  of  the  department. 

33  (b)    That  the  issuance  of  the  license  applied  for  would  serve 

34  the  public  convenience  or  necessity. 

35  (e)    That  the  issuance  of  the  license  applied  for  would  not 

36  be  contrary  to  public  welfare  and  morals. 

37  (d)   That  inequality  in  the  ratio  of  licenses  exists  between 

38  the  community  in  which  the  applicant's  premises  are  located 

39  and  other  communities  in  the  State. 

40  (e)  That  the  population  in  the  county  for  which  the  license 
4X  is  applied  has  increased  to  the  extent  and  under  the  conditions 
42  mentioned  in  Section  23821  this  article  . 
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1  Sec.  4.     Section  2.'}9r)4.5  ol"  llic  r>nsiii('ss   and   Professions 

2  Code  is  amended  to  read  : 

3  280r)4.r).     An  api^lifant  lor  an  ori<;'inal  on-sale  general  license; 

4  on  01-  after  .January  1,   l!)r)(i,  sliall,  at  the  time  of  filing  tlie 

5  application  for  the  license,  accompany  the  application  with  a 

6  fee  of  six  thousand  dollars  ($6,000).  On  or  after  the  effective 

7  date  of  the  amendments  to  this  section  enacted  by  the  Legisla- 

8  tnre  at  the  1957  Regular  Session,  and  at  the  time  of  filing  an 

9  application  for  a  license,  an  applicant  for  an  original  on-sale 
.10  general  license  for  seasonal  business  shall  accompany  the  ap- 

11  plication  with   a  fee   of   two  thousand   dollars    ($2,000),  an 

12  applicant  for  an  original  on-sale  beer  and  wine  license  shall 

13  accompany  the  application  with  a  fee  of  one  hundred  fifty 

14  dollars   ($150),  au  applicant  for  an  original  ou-sale  beer  li- 

15  cense  shall  accompany  the  application  with  a  fee  of  one  hun- 

16  dred  dollars  ($100),  and  an  applicant  for  an  original  off-sale 

17  beer  and  wine  license  shall  accompany  the  application  with  a 

18  fee  of  twenty-five  dollars  ($25).  An  applicant  for  an  original 

19  off-sale  general  license  on  or  after  January  l^  1956  the  effec- 

20  ^**''<?  (^ctt&  of  the  amendments  to  this  section  enacted  hy  the 

21  Legislature  at  the  1959  Regular  Session  ,  shall,  at  the  time  of 

22  filing  the  application  for  the  license,  accompany  the  applica- 

23  tion  with  a  fee  of  three  six  thousand  dollars  ($3,000)  ($6,000)  . 

24  ' '  Original  on-sale  general  license, "  "  original  on-sale  general 

25  license  for  seasonal  business, "  "  original  on-sale  beer  and  wine 

26  license, "  "  original  on-sale  beer  license, "  "  original  off-sale  gen- 

27  eral  license, ' '  and  ' '  original  oft'-sale  beer  and  wine  license, ' '  as 

28  used  in  this  section,  does  not  include  a  license  issued  upon  re- 

29  newal  or  transfer  of  a  license. 

30  All  money  collected  from  the  fees  provided  for  in  this  section 

31  shall  be  deposited  directly  in  the  General  Fund  in  the  State 

32  Treasury,  rather  than  in  the  Alcoholic  Beverage  Control  Fund 

33  as  provided  in  Section  25761. 
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Exhibit  C 

A71  act  to  amend  Sections  23816,  23820,  23821  and  23822  of 
the  Business  and  Professions  Code,  relating  to  alcoJiolic 
beverages. 

The  peoplf  of  the  State  of  Calif  or  via  do  enact  as  follows: 

1  Section  1.     Section  23816  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

'^  23816.     The  nnmber  of  premises  for  which  an  on-sale  gen- 

"^  eral  license   or  an   on-sale   heer  and   wine  license  for  puhlic 

•'^  2)remises    is    issued   shall   be    limited    to    one    for   each    1,000 

^     ,  or  fraction  thereof,  inhabitants  of  the  county  in 

'^  which  the  premises  are  situated.  No  additional  on-sale  general 

8  licenses  or  on-sale  beer  and  wine  licenses  for  public  premises , 

9  other  than  a  renewal  or  transfer  as  permitted  by  Sections 
^0  23821  or  23822,  shall  be  issued  in  any  county  where  the  num- 
51  ber  of  all  premises  for  which  on-sale  general  licenses  or  on- 

12  sale  beer  and  wine  licenses  for  public  premises  ,  other  than  ee- 

13  saie  boor  lieenHcs,  are  issued  is  more  than  one  for  each  1,000 

1-t     ,  or  fraction  thereof,  inhabitants  of  the  county.  No 

IT)  on-sale  general  license  shall  be  issued  in  lieu  of  or  upon  the 

16  cancellation  or  surrender  of  an  on-sale  beer  and  wine  license. 

17  The  number  of  bona  fide  public  eating  places  for  which  an 

18  on-sale  beer  and  wine  license  is  issued  shall  not  be  limited. 

19  Sec.  2.     Section    23820   of    the    Business    and    Professions 

20  Code  is  amended  to  read : 

21  23820.     The  department  may  make  all  rules  consistent  with 

22  the  provisions  of  Section  22  of  Article  XX  of  the  Constitu- 

23  tion,  or  with  the  provisions  of  this  division,  necessary  to  carry 

24  into  effect  the  provisious  of  this  article,  and  to  restrict  the 

25  issuance  of  alcoholic  beverage  licenses,  including  seasonal  li- 

26  censes,  but  not  including  beer,  off-sale  beer  and  wine,  on-sale 

27  beer  and  wine  issued  to  bona  fide  public  eating  places,  beer 

28  and    wine    wholesaler's    and    winegrower's    licenses,    to    such 
2')  number  in  any  county  as  the  department  shall  determine  is 

30  in  the  interest  of  public  welfare  and  morals,  convenience,  or 

31  necessity. 

32  Sec.  3.     Section    23821    of   the    Business    and    Professions 

33  Code  is  amended  to  read : 

34  23821.     Whenever  it  is  made  to  appear  to  the  department 

35  by  satisfactory  evidence  that  the  population  in  any  county 

36  has  increased  by  more  than  l-^OOO or  multiples  of 

37  1,000    inhabitants    since    the    most    recent    United 

38  States  decennial  or  special  census,  and  it  appears  to  the  de- 

39  partment  that  by  reason  thereof  the  inhabitants  of  the  county 

40  are  unjustly  and  unfairly  discriminated  against,  and  if  the 

41  total  number  of  on-sale  general  licenses  and  07i-sale  beer  and 

42  wine  licenses  for  pul)lic  premises  in  such  county  do  not  then 

43  exceed  the  maximum  specified  in  Section  23816  aftd  23817  , 

44  the  department  may  issue  not  to  exceed  one  on-sale  general 

45  license  fmet  o«e  oft' 'Hide  general  liecnso  or  one  on-sale  beer  and 
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1  wine  license  for  pKhlic  prcinises  for  each  increase  of  1,009 

2     inhabitants  in  the  county  since  the  taking  of  the 

3  census.  In  all  other  respects  the  limitation  hereinbefore  pro- 

4  vided  for  shall  continue  in  effect. 

5  Sec.  4.     Section    23822    of    the    I'lusiness    and    Professions 

6  Code  is  amended  to  i-ead  : 

7  23822.     Any  jiersoii   applying  for  «-h-  a  eft'-sale  ffl^neral  i4- 

8  f'ettse  m=-  HH-srd-e  fife-Hf-Ha4  lieense  limited  by  this  (trticle  on  the 
I)  ground  of  increased  po])ulation  shall  set  forth  in  his  applica- 

10  tion  and  shall  affirnuitively  show  all  of  the  following: 

11  (a)   That  he  is  a  qualified  applicant  and  that  his  premises 

12  qualify  under  the  law  and  rules  of  the  department. 

13  (b)   That   the   issuance   of   the   license   applied   for   would 

14  serve  the  public  convenience  or  necessity. 

15  (c)   That  the  issuance  of  the  license  applied  for  would  not 

16  be  contrary  to  public  welfare  and  morals. 

17  (d)   That  inequality  in  the  ratio  of  licenses  exists  between 

18  the  community  in  which  the  applicant's  premises  are  located 
10  and  other  communities  in  the  State. 

20  (e)    That  the   population   in  the   county  for  which  the  li- 

21  cense  is  applied  has  increased  to  the  extent  and  under  the 

22  conditions  mentioned  in  f^ee^i««  23821  this  article  . 
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Exhibit  D 

An  act  to  amend  Section  23399  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23399  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23399.     An  on-sale  general  license  authorizes  the  sale  of 

4  beer,  wine,  and  distilled  spirits  for  consumption  on  the  premises 

5  where  sold.  Any  licensee  under  an  on-sale   general  license, 

6  a  eMb  liccngc,'  e¥  a  veterans'  etafe  license  may  apply  to  the 

7  department  for  a  caterer's  permit.  Such  a  permit  under  an 

8  on-sale  general  license  shall  authorize  the  sale  of  beer,  wine, 

9  and  distilled  spirits  for  consumption  at  conventions,  sporting 

10  events,  trade  exhibits,   picnics,  social  gatherings,  or  similar 

11  events  held  any  place  in  the  State  approved  by  the  depart- 

12  ment.  Such  a  permit  under  a  efeb  license  e*'  a  veterans'  el«b 

13  license  shall  authorize  such  sales  at  such  events  only  upon  tfee 

14  licensed  etefe  premises.  This  section  shall  in  no  way  limit  the 

15  power  of  the  department  to  issue  special  licenses  under  the 

16  provisions  of  Section  24045  of  this  code.  Consent  to  such  sale 

17  at  each  such  event  shall  be  first  obtained  from  the  department 

18  pursuant  to  rule  prescribed  by  it.  At  such  events,  the  licensee 

19  may  exercise  only  those  privileges  authorized  by  his  license 

20  and  shall  comply  with  all  provisions  of  the  act  pertaining  to 

21  the  conduct  of  on-sale  premises  and  violation  of  any  such  pro- 

22  visions  may  be  grounds  for  suspension  or  revocation  of  the 

23  licensee's  license  or  permit,  or  both,  as  though  such  violation 

24  occurred  on  the  licensed  premises.  The  fee  for  a  caterer's  per- 

25  mit  for  a  licensee  under  an  on-sale  general  license  shall  be 

26  one  hundred  dollars   ($100)   per  year,  aftdr  the  iee  le^'  a  ea- 

27  tcrcr's  permit  ie¥  a  license  under  a  efefe  license  e*  a  veterans' 

')Q  ^1-nT-v    1 1  nr^n  nr\    ti  n  ill     nr^    sx.   nTTni    r^n  n  n  I    JTi    'i' no    nini  n  n1     100    T.r^T*    nn    /^t.i  _ 

^O  "lllU    Tit?" Tin"   rnrttTT    UU    Tt  Wttttt   "t_JIIiit  ttt   tttt?    ttttttttttt   xlu    tttt   ttrrr   tttt" 

29  sale  general  license  prescribed  hy  Section  23320,  and  such  per- 

30  mit   may   be   renewable   annually   at   the   same   time   as   the 

31  licensee's  license.  The  caterer's  permit  shall  be  transferable 

32  as  a  part  of  the  license. 
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PROPOSAL   NO.    1 

An  act  to  amend  Section  23081  of  the  Business  and  Professions 
Code,  relating  to  appeals  from  decisions  of  the  Department 
of  Alcoholic  Beverage  Control. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23081  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  2308].     Within  40  4tW4  alte^  44^^  docifjion  el  44ie  de^44- 

4  mont  is  delivered:  ev-  mailed  te  the  parties  Ow  or  hefore  the 

5  tenth  day  after  the  last  day  on  which  reconsideration  of  a 

6  final  decision  of  the  department  can  he  ordered  ,  any  party 

7  aggrieved  by  a  final  decision  of  the  department  may  appeal 

8  to  the  board  from  such  decision.  The  appeal  shall  be  in  writ- 

9  ing  and  shall  state  the  grounds  upon  which  a  review  is  sought. 

10  A  copy  of  the  appeal  shall  be  mailed  by  the  appellant  to  each 

11  party  who  appeared  in  the  proceeding  before  the  department, 

12  including  the  department  which  shall  thereafter  be  treated  in 

13  all  respects  as  a  party  to  the  appeal.  The  right  to  appeal  shall 

14  not  he  affected  hy  failure  to  seek  reconsideration  hefore  the 
1  -■)  department. 

Explanation  of  Proposal  No.  1 

Under  the  present  law  the  Department  of  Alcoholic  Bever- 
age Control  may  order  reconsideration  within  a  period  of 
30  days  after  the  delivery  or  mailing  of  a  decision.  The  De- 
partment may  extend  the  period  in  which  reconsideration 
can  be  ordered  for  an  additional  30  days.  (Government  Code 
Section  11521.) 

The  Attorney  General  has  ruled  that  the  time  in  which  the 
Department  may  order  reconsideration  under  Section  11521 
is  not  affected  by  the  40-day  appeal  period  specified  in  Business 
and  Professions  Code  Section  23081  as  the  provisions  of  these 
sections  are  not  inconsistent.  Moreover,  the  time  in  which  an 
appeal  can  be  filed  runs  from  the  service  of  the  decision  re- 
gardless of  whether  reconsideration  is  requested  or  an  ex- 
tension of  time  in  which  to  order  reconsideration  is  granted. 
The  department  may  extend  for  30  days  the  time  in  which 
reconsideration  can  be  ordered,  but  this  will  have  no  effect 
upon  the  time  in  which  a  respondent  must  file  an  appeal.  A 
respondent  may  find  himself  with  60  days  in  which  to  request 
reconsideration  and  upon  denial  of  his  petition  for  recon- 
sideration find  his  appeal  time  expired. 

The  present  law  works  some  hardship  upon  respondents 
and  their  attorneys  for  these  considerations  do  not  apply  to 
other  agencies  governed  by  the  Administrative  Procedure  Act. 
The  period  of  time  in  which  a  party  may  seek  a  review  of 
decisions  of  other  agencies  is  set  by  Government  Code  Section 
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11523  as  30  days  after  the  last  day  upon  whicli  reconsidera- 
tioii  can  be  ordered.  Therefore,  so  far  as  other  agencies  are 
concerned,  extending  the  time  in  whicli  an  agency  can  grant 
reconsideration  under  Section  11521  automatically  extends 
the  time  in  which  to  seek  judicial  review  under  Government 
Code  Section  11523. 

To  make  practice  before  the  department  consistent  with 
that  before  other  agencies,  the  provisions  of  Section  11523 
tying  the  period  of  time  in  which  to  seek  judicial  review  into 
the  period  of  time  in  which  reconsideration  can  be  ordered 
are  incorporated  into  Section  23081.  The  period  of  10  days 
indicated  in  the  above  amendment  will  result  in  no  extension 
of  the  appeal  period  unless  the  department  itself  decides  that 
the  period  in  which  reconsideration  can  be  ordered  should  be 
extended. 

There  is  no  shortening  of  the  present  40-day  appeal  period. 


PROPOSAL    NO.   2 

An  act  to  repeal  Section  23783  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverage  licenses. 

Tin  pcoplf  of  Ihe  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23783  of  the  Business  and  Professions 

2  Code  is  repealed. 

Explanation  of  Proposal  No.  2 

Section  23783  of  the  Business  and  Professions  Code  provides  : 

23783.  No  retail  license  shall  be  issued  to  any  applicant  for 
any  premises  for  which  a  license  has  been  revoked  during  the  three 
months  immediately  preceding  the  filing  of  the  application;  but 
this  section  does  not  apply  if  the  revocation  is  the  result  only  of 
the  nonpayment  of  a  license  fee. 

This  section  has  been  interpreted  to  include  revocations  for  reasons 
having  no  connection  with  the  conduct  of  the  premises.  It  has  been 
interpreted  not  to  apply  where  the  application  is  filed  after  the  accu- 
sation is  heard  but  before  the  order  of  revocation  is  made.  Its  effect 
may  be  negated  if  the  holder  of  the  revoked  license  obtains  a  stay  of 
the  order  for  50  days  after  the  expiration  of  the  40-day  appeal  period 
during  which  the  order  is  ineffective. 

The  repeal  of  this  section  will  leave  the  department  with  adequate 
authority  to  deny  licenses  in  police  problem  areas. 

At  present  the  section  serves  only  to  penalize  property  owners  for 
circumstances  over  which  thev  have  no  control. 
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PROPOSAL  NO.   3 

An  act  to  amend  Section  23362  of  the  Business  and  Professions 
Code,rclafin(j  to  aJcoholic  beverage  licenses. 

The  people  of  the  ^taie  of  California  do  enact  as  follows: 

1  Section  1.     Section  23362  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23362.     (a)  Notwithstanding  any  of  the  provisions  of  this 

4  division,  a  licensed  winegrowor  or  brandy  manufacturer  who 

5  lias  held,  or  whose  predecessors  in  interest  have  held,  for  a 

6  combined  period  of  five  or  more  years  at  one  premises,  a  wine- 

7  grower's,  winegrower's  branch  office,  brandy  manufacturer's, 

8  or  brandy  manufacturer's  branch  office  license  may  be  issued 

9  without  payment  of  the  fee  required  by  Section  23954.5  and 

10  may  hokl  tm  one  off-sale  general  license  for  the  same  premise  s. 

11  #w^  which  -he  ]u)]dH  «■  winegrower's  e-p  brandy  manufacturcrVj 

12  JAconHo  ttttd  ^trt'  a»y  branch  office  maintained  h^  ^fee  wdnc- 

14  (b)  An  off-sale  general  license  issued  pursuant  to  this  sec- 

15  tion  may   be  transferred  only  to   the  person   to  whom,  and 

16  premises  to  which  the  ivinegrower's,  tvinegrower's  branch  office, 

17  brandy  manufacturer's,  or  brandy  manufacturer's  branch  of- 

18  fice  license  is  transferred. 

19  (c)  An  off-sale  general  license  issued  pursuant  to  this  sec- 

20  ^ion  is  automatically  revoked  upon  the  revocation,  or  cancella- 

21  tion  of  the  winegrower's,  winegrower's  branch  office,  brandy 

22  manufacturer's  or  brandy  ma7iufacturer's  branch  office  license 

23  at  the  same  premises. 

24  (d)   Off-sole  general  licenses  issued  pursuant  to  this  section 

25  prior  to  its  amendment  by  the  1959  General  Session  of  the 
2(]  Legislature  are  exempt  from  the  amendments  to  subsectio7i 
'21     (ci)  of  this  section. 

Explanation  of  Proposal  No.  3 

The  Attorney  General  has  ruled  that  an  off-sale  general  license  may 
be  issued  to  a  winegrower  or  brandy  manufacturer  without  regard  to 
the  number  of  off-sale  licenses  in  the  county,  but  that  such  licenses  are 
not  transferable.  This  bill  permits  issuance  of  such  licenses  to  branch 
offices  and  permits  the  transfer  of  such  a  license  to  persons  and  prem- 
ises to  which  the  winegrower's  or  brandy  manufacturer's  license  is 
transferred.  It  provides  that  the  winegrower  or  brandy  manufacturer 
must  liave  held  his  underlying  basic  license  for  five  years.  The  last 
provision  does  not  applv  to  licenses  issued  prior  to  the  effective  date 
of  the  bill. 

The  bill  also  provides  that  on  the  revocation  or  cancellation  of  the 
underlying  license  the  off-sale  general  license  is  automatically  revoked. 

Some  opinion  was  expressed  that  the  original  purpose  of  the  law 
was  to  permit  a  winegrower  and  brandy  manufactui-or  to  sell  his  own 
product  to  consumers  at  his  premises,  and  not  to  sell  whiske.y  or  other 
distilled  spirits.  Those  adhering  to  this  view  felt  that  the  desired  re- 
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suit  could  be  obtained  by  giving  the  privilege  of  off-sale  retail  sales 
of  wine  and  brandy  to  winegrowers  and  brandy  manufacturers,  and 
repealing  Section  23362  of  the  act.  An  alternative  proposal  along  these 
lines  may  be  presented  to  you  on  behalf  of  the  Wine  Institute. 


PROPOSAL   NO.   5 

An  act  to  amend  Section  23106  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23106  of  the  Business  and  Professions 

2  Code  is  amended  to  read ; 

3  23106.     (a)   Wine  stored  in  a  winery  or  wine  cellar  bonded 

4  under  the  internal  revenue  laws  of  the  United  States  and 

5  brandy  in  bulk  stored  in  an  internal  revenue  bonded  ware- 

6  house  may  be  stored  by  or  for  any  licensee  without  the  neces- 

7  sity  of  any  license  by  the  person  furnishing  or  providing  the 

8  storage  space. 

9  (b)  Beer  and  wine  upon  which  excise  taxes  have  been  paid 

10  to  the  State  at  the  rate  fixed  under  Part  14  of  Division  2  of 

11  the  Revenue  and  Taxation  Code  may  be  stored  by  or  for  any 

12  licensee  in  any  private  or  public  warehouse  or  elsewhere  in 

13  this  State  without  the  necessity  of  any  license  by  the  person 

14  furnishing  or  providing  the  storage  space  or  any  special  addi- 

15  tional  license  b}'"  the  licensee. 

16  (c)   Any  otlier  alcoholic  beverage  may,  without  the  neces- 

17  sity  of  any  additional  license,  be  stored  by  e¥  l«*  a  licensee  in 

18  a  ])rivate  WHreehe«ftfH  tt-pppovcd  by  the  4epartmont,  H  within 

19  t-he  Vim'i^H  i)4  ^Mt^  eew^tfr  «+  wliich  the  iieeiisee^3  liconaed  prcm- 

20  inew  itt^e  locatctl^  or  m  «■  public  wareliouse  within  that  eeunty, 

21  e^^  «tay  be  stewed  in  bond  m  a  publie  wai=eh#«se  outside  that 

22  eountfr  ii  the  p«biie  wayehouse  is  ak©  a  U^nitcd  ^ates  customs 

23  bondetl  wafeheweer  a  United  States  internal  revenue  bonded 

24  wa^eh«-H«e7  oi'  United  States  bonded  wine  eelfe*  . 

25  (d)  Sales  and  deliveries  of  alcoholic  leverages  hy  a  manu- 

26  facturer,  wine  grower  or  wholesaler  to  retailers  may  he  made 

27  only  from  a  warehouse  located  in  the  same  county  in  which  the 

28  licensed  premises  of  the  manufacturer,  wine  grower,  rectifier 

29  or  ivholesaler  are  located. 

30  (c)  No  manufacturer,  ivine  grower,  rectifier  or  wholesaler 

31  viay  store  alcoholic  beverages  packed  in  cases  for  a  retailer. 

ExpBanation  of  Proposal  No.  5 

This  bill  eliminates  the  necessity  of  department  approval  of  private 
warehouses.  It  also  permits  a  licensee  to  store  alcoholic  beverages  in  a 
private  or  public  warehouse  whether  or  not  the  warehouse  is  in  the  same 
county  as  his  licensed  premises.  It  does  not  permit  storage  by  a  supplier 
for  a  retailer,  except  in  the  ease  of  alcoholic  beverages  in  barrels.  It  does 
not  authorize  a  wholesaler  to  make  deliveries  from  a  warehouse  outside 
the  county  in  whicli  lie  has  his  licensed  premises. 
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PROPOSAL   NO.   7 

An  act  to  amend  Section  23034  of  the  Business  and  Professions 
Code,  relating  to  stills. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23034  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  23034.     "Still  "  means  ft  n^iU  «fie4  i+^  44+f'  production,  w  any 

4  (ipjjaralus  capable  of  being  used  i-H-  44^^  production  el  iilcoholic 
f)  bcvcragcH  rw4  for  separatiufj  alcohol,  or  alcoholic  vapors  or 
()     solutions  from  alcohol  or  alcoholic  solutions  or  mixtures,  hut 

7  does  not  include  stills  or  apparatus  used  for  laboratory  pur- 

8  poses  or  solely  in  the  production  of  distilled  water  or  sub- 

9  stances  other  than  alcoholic  beverages. 

Explanation  of  Proposal  No.  7 

This  bill  removes  inconsistencies  between  the  definition  of  a  still 
under  the  Alcoholic  Beverage  Control  Act  and  the  definition  of  a  still 
in  the  regulations  of  the  United  States  Treasury  Department.  It  will 
assist  in  the  pi'osecution  of  bootleggers. 


PROPOSAL   NO.   8 

An  act  to  repeal  Sections  23102  and  23103  of,  to  add  Sec- 
tion 23102  to,  and  to  amend  Section  23104.2,  24071  and 
24075  of  the  Business  and  Professions  Code,  relating  to 
alcoholic  beverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Sections  23102  and  23103  of  the  Business  and 

2  Professions  Code  are  repealed. 

3  Sec.  2.     Section  23102  is  added  to  the  Business  and  Pro- 

4  fessions  Code,  to  read : 

5  23102.     (a)   On    the   death   or   incompetency   to   act   of   a 

6  natural  person  who  is  a  licensee,  the  privileges  of  the  license 

7  inRy  be  exercised  by  a  competent  surviving   co-licensee   for 

8  thirty  (30)   days  or  until  an  administrator,  executor,  guard- 

9  ian,  conservator,  receiver,  trustee  or  assignee  for  the  benefit 

10  of  creditors   of   the   estate   of   the   deceased   or   incompetent 

11  licensee  has  been  appointed,  whichever  first  occurs.  If  there  is 

12  no    competent    surviving    co-licensee,    the    privileges    of    the 

13  license  may  be  exercised  by  any  person  acting  on  behalf  of  the 

14  deceased  or  incompetent  licensee  or  his  estate. 

15  (b)   At  the  end  of  the  period  permitted  by  subsection  (a) 

16  of  this  section  the  privileges  of  the  license  may  be  exercised 

17  for  sixty  (60)  days  without  transfer  and  thereafter  upon  trans- 

18  fer  by  the  administrator,  executor,  guardian,  conservator,  re- 
If)  ceiver,  trustee  or  assignee  for  the  benefit  of  creditors  of  the 
20  estate  of  the  deceased  or  incompetent  licensee,  acting  jointly 
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1  with  any  competent  surviving  co-licensee  if  such  joint  action 

-  is  required  by  law.  The  sixty  (60)  day  period  provided  for  in 

'■'>  this  subsection  may  be  extended  by  the  department  for  good 

4  cause. 

5  (c)  If  prior  to  the  expiration  of  the  period  permitted  by 

6  subsection  (b)  and  any  extension  thereof  there  has  been  filed 

7  and  is  pending  an  application  to  transfer  the  license  pursuant 

8  to    Section   24071    or    otherwise,   the   persons   exercising   the 

9  privilege  of  the  license  under  subsection    (b)    may  continue 

10  to  do  so  until  such  application  is  finally  granted  or  denied. 

11  (d)   If  the  license  was   issued  to  a  taxpayer,  the  person 

12  exercising  the  privileges   of  the  license   hereunder   shall  be 

13  deemed  to  be  a  taxpayer  and  shall  file  an  appropriate  bond 
11  for  the  purposes  of  Part  11  of  Division  2  of  the  Revenue  and 
1-5  Taxation  Code. 

16  Sec.  3.     Section  23101.4  of  the  Business  and  Professions 

17  Code  is  amended  to  read : 

18  23104.4.     An  executor  or  administrator  of  the  estate  of  a 

19  deceased  person  who  was  not  a  licensee  at  the  time  of  his 

20  death  but  in  whose  estate  there  is  included  an  inventory  of 

21  alcoholic  beverages,   or  the  guardian   or  conservator  of  the 

22  estate  of  an  incompetent  person  in  whose  estate  there  is  in- 

23  eluded  an  inventory  of  alcoholic  beverages,  is  authorized  to  sell 

24  such  alcoholic  beverages  to  a  licensee  authorized  to  sell  the 

25  same  in  accordance  with  regulations  prescribed  by  the  de- 
2()  partment. 

27  Sec.  4.     Section  24071  of  the  Business  and  Profession  Code 

28  is  amended  to  read: 

29  24071.     The  license  e?  liccn.'Aes  of  one  spouse  may  be  trans- 

30  ferred  to  the  other  spouse  when  the  application  for  transfer 

31  is  made  prior  to  the  entry  of  a  final  decree  of  divorce,  and 

32  the  license  ©f  Liccnsos  of  a  decedent,  minor  ward,  incompetent 

33  person  conservaiee,  bankrupt  person,  person  for  whose  estate 

34  a  receiver  is  appointed,  or  assignor  for  the  benefit  of  creditors 

35  may  be  transferred  by  or  to  the  surviving  partner  ei^  partners 

36  of  a  deceased  licensee,  the  executor,  administrator,  conservator 

37  or  guardian  of  an  estate  of  a  licensee,  the  surviving  spouse 

38  of  a  deceased  licensee  in  the  event  that  the  deceased  licensee 

39  leaves  no  estate  to  be  administered,  the  trustee  of  a  bankrupt 

40  estate  of  a  licensee,  a  receiver  of  the  estate  of  a  licensee,  or 

41  an  assignee  for  the  benefit  of  creditors  of  a  licensee  with  the 

42  consent  of  the  assignor,  or  a  licenses  may  be  transferred  be- 

43  tween  partners  where  no  new  partner  is  being  licensed,  or  a 

44  licenses  may  be  transferred  between  corporations  whose  out- 

45  standing   shares   of   stock   are   owned   by   the   same    natural 

46  persons,  and  the  fee  for  transfer  of  each  license  is  twenty- 

47  seven  dollars  and  fifty  cents  ($27.50).  In  no  case  shall  a  fee 

48  be  charged  for  the  transfer  of  an  importer's  license.  If  the 

49  annual  fee  for  a  license  is  less  than  twenty-seven  dollars  and 

50  fifty  cents   ($27.50),  the  fee  to  be  charged  for  the  transfer 

51  thereof  in  any  case  shall  be  in  the  amount  of  the  fee  payable 
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1  upon    an    oritjinal    application    as    provided    under    Sections 

2  23320  and  23322  of  this  Division. 

3  Sec.  5.     Section    24075    of    the    Business    and    Professions 

4  Code  is  amended  to  read: 

5  24075.     The  provisions  of  Sections  24073  and  24074  do  not 

6  apply  to  any  transfer  of  a  license  made  by  an  executor,  ad- 

7  ministrator,  guardian,  conservator,  trustee,  receiver,  or  other 

8  person  acting  in  the  legal  or  proper  discharge  of  official  duty, 

9  or  in  the  discharge  of  any  trust  imposed  upon  him  by  law, 

10  nor  to  any  transfer  or  assignment,   statutory  or  otherw^ise, 

11  made  for  the  benefit  of  creditors,  nor  to  a  surviving  spouse  or 

12  fiduciary   or   other   person   Avithin   the   meaning   of    Section 

13  24071.  ' 

Explanation  of  Proposal  No.  8 

This  bill  makes  the  law  relating  to  the  continued  operation 
of  a  wholesale  alcoholic  beverage  license  after  the  death  or 
incompetency  of  the  licensee  the  same  as  the  law  regarding 
retail  licenses.  It  also  clarifies  minor  technical  ambiguities  in 
the  right  of  the  personal  representatives  of  the  deceased  or 
incompetent  person,  or  his  surviving  and  competent  co- 
licensees,  to  operate  the  license. 

The  bill  also  extends  to  conservatees  all  the  rights  extended 
to  guardians  under  the  Alcoholic  Beverage  Control  Act. 

An  extension  of  the  sixty  (60)  day  period  in  which  the 
executor,  administrator  or  other  personal  representative  of 
the  licensee  may  operate  maj'^  be  granted  by  the  department, 
under  this  proposal. 


PROPOSAL  NO.   12 

An  act  to  add  Section  23405  to  the  Buftincsa  and  Professions 
Code  relating  to  fishing  boats  and  alcoholic  beverages . 

The  people  of  ^hc  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  23405  is  added  to  the  Business  and  Pro- 

2  fessions  Code,  to  read : 

3  23405.     The  department  maj-  issue  and  renew  on-sale  beer 

4  licenses  to  fishing  boats  on  payment  of  the  fees  provided  by 

5  law  for  on-sale  beer  licenses,  without  regard  to  the  provisions 

6  of  Sections  23985,  23986,  23987,  23988,  24013,  24014,  or  24043. 

Explanation  of  Proposal  No.  12 

Long-range  fishing  boats  are  usnally  chartered  on  short  notice  and 
the  necessity  for  compliance  with  the  mandatory  waiting  period,  post- 
ing and  publication  of  notice,  and  payment  of  an  original  fee  makes 
it  impractical  to  issue  an  on-sale  beer  license  to  such  boats.  This  bill 
makes  it  possible  to  issue  an  on-sale  beer  license  to  such  boats  forthwith, 
upon  payment  of  the  annual  fee  for  an  on-sale  beer  license, 
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PROPOSAL   NO.   13 

An  act  to  amend  Section  25756  of  the  Business  and  Profes- 
sions Code,  relating  to  vehicles  used  in  enforcement  of  the 
Alcoholic  Beverage  Control  Act. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  25756  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  25756.     Any  motor  vehicle  as  the  department  shall  deter- 

4  mine,  which  is  owned  by  the  State  and  nsed  by  the  department 

5  in  enforcing  the  provisions  of  this  division,  may  be  equipped 

6  with  a  siren  and  the  red  light  visible  from  in  front  of  the 

7  vehicle,  but  the  siren  or  red  light  shall  not  be  nsed  except 

8  when  the  vehicle  is  operated  in  the  immediate  pnrsnit  of  an 

9  actual  or  suspected  violator  of  this  division.  A  vehicle  so  des- 

10  ignated,  equipped  and  operated  is  an  authorized  emergency 

11  vehicle  within  the  meaning  of  Vehicle  Code  Section  454. 

Explanation  of  Proposal  No.  13 

Vehicle  Code  Section  454  exempts  an  "authorized  emergency  ve- 
hicle" responding  to  an  emergency  call  and  using  a  siren  and  red  light 
from  obeying  traffic  laws  regulating  speed,  passing,  lanes,  rights-of- 
way,  safety  zones,  special  stops  and  parking.  Vehicles  belonging  to  the 
Department  of  Alcoholic  Beverage  Control  equipped  with  sirens  and 
red  lights  are  not  authorized  emergency  vehicles. 

The  consequences  could  be  serious.  An  agent  who  violates  traffic  laws 
in  the  immediate  pursuit  of  a  bootlegger,  and  who  is  involved  in  an  acci- 
dent as  a  proximate  result  of  such  violation  M^onld  not  be  excused 
criminally  or  civilly. 

This  bill  protects  the  agent  and  the  State  under  such  circumstances 
and  permits  the  agent  to  pursue  a  violator  of  the  Alcoholic  Beverage 
Control  Act  regardless  of  the  speed  at  which  it  is  necessary  to  pursue 
him,  w^hile  using  a  siren  and  red  light. 


PROPOSAL  NO.   17 

An  act  to  amend  Sections  25361,  25363  and  25367  of,  and  to 
add  Section  25370.1  to,  the  Business  and  Professions  Code 
relating  to  the  seizure  and  disposition  of  property  for  viola- 
tion of  the  Alcoholic  Beverage  Control  Act. 

The  pcoph  of  the  Slate  of  California  do  enact  as  follows: 

1  Section  1.     Section  25861  of  llio  r>nsiness  and  Professions 

2  Code  is  amended  to  read : 

3  25361.     Notice  of  the  seizure  and  intended  forfeiture  pro- 

4  ceeding  shall  be  filed  Avith  the  county  clerk  and  shall  be  served 

5  on  all  persons,  firms  or  corporations  having  any  right,  title 

6  or  interest  in  the  alcoholic  beverages  or  other  property  seized. 

7  Such  notice  shall  also  he  served  upon  each  owner  whose  name 
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1  a)id  address  i»  knotvn,  to  the  last  known  address  of  the  owner, 

2  ill  the  case  of  a  motor  vehicle  such  notice  shall  he  served  upon 

3  each  owner  whose  right,  title,  or  interest  is  of  record  in  the 

4  Department  of  Motor  Vehicles,  hy  mailing  a  copy  of  the  notice 

5  hy  certified  mail  to  the  address  as  given  upon  the  records  of 

6  the  Department  of  Motor  Vehicles.  If  the  owner  or  owners  are 

7  unknown  or  cannot  be  fonnd,  notice  of  the  seizure  and  in- 

8  tended  forfeiture  proceedinos  shall  be  made  upon  such  owners 

9  by  publication  pursuant  to  Section  6061  of  the  Government 

10  Code  in  the  county  Avliere  the  seizure  was  made. 

11  Sec.  2.     Section    25363    of    the    Business    and    Professions 

12  Code  is  amended  to  read: 

13  25363.     If  at  the  end  of  20  days  after  the  notice  has  been 

14  mailed  or  published  there  is  no  verified  answer  on  file,  the  court 

15  shall  liefH'  evidence  upon  %he  feet  ei  unlawful  «se  tHwI  shall, 

16  upon  proof  thereof,  upo7i  motion,  shall  order  the  alcoholic  bev- 

17  erages  or  other  property  forfeited  to  the  State.  Notwithstand- 

18  ing  any  other  provision  of  law  a  certified  copy  of  said  order 

19  of  forfeiture,  duly  filed  tvith  the  Department  of  Motor  Ve- 

20  hides,  shall  constitute  authority  for  the  State  to  convey  clear 

21  title  to  a  motor  vehicle  forfeited  under  this  division  to  any 

22  purchaser  thereof  in  the  manner  provided  in  this  chapter. 

23  Sec.  3.     Section  25367  of  the  Business  and  Profession  Code 

24  is  amended  to  read : 

25  25367.     At  the  time  set  for  the  hearing  the  claimant  of  any 

26  right,   title,   or   interest  in  the   alcoholic  beverages   or  other 

27  property  under  a  lien,  mortgage,  or  conditional  sales  contract 

28  which  is  officially  of  record  may  move  that  the  lien,  mortgage, 

29  or  conditional  sales  contract  is  bona  fide  and  was  created  after 

30  a  reasonable  investigation  of  the  moral  responsibility,  char- 

31  acter,  and  reputation  of  the  lienor,  mortgagor,  or  vendee  and 

32  without  any  knowledge  that  the  alcoholic  beverages  or  other 

33  property  was  being,  or  was  to  be,  used  contrary  to  the  provi- 

34  sions  of  this  division.  In  any  case,  a  reasonable  investigation  of 

35  the  moral  responsibility,  character  and  reputation  of  the  pur- 

36  chaser  or  mortgagor  shall  he  deemed  to  have  heen  made  if  it 

37  was  ynade  in  good  faith  afid  it  disclosed  and  the  fact  also  was 

38  that: 

39  (a)  The  purchaser  or  mortgagor  was  at  the  time  the  holder 

40  of  any  occupatinoal  or  husiness  license  issued  hy  the  State  of 

41  California,  or 

42  (h)  The  purchaser  or  mortgagor  was  at  the  time  a  civil 

43  service  employee  or  an  employee  with  tenure  of  the  United 

44  States,  the  State  of  California  or  of  any  political  subdivision 

45  thereof  or  any  municipal  corporation,  or 

46  (c)  The  purchaser  or  mortgagor  was  at  the  time  a  commis- 

47  sioned  or  noncommissiofied  officer  of  any  of  the  hranches  of  the 

48  Armed  Forces  of  the  United  States  or  of  the  State  Militia,  or 

49  (d)  The  purchaser  or  mortgagor,  for  at  least  one  year  im- 

50  mediately  prior  to  the  time  such  right,  title  or  interest  was 


OOMMFTTEi;  M3^*i!T  OX  AUXmOiJ^  HYMAiAGlL  IXI»r5TBT 

1  crmii'd.  it/a-'  ■v'ipU>y{^  ^fi  a  l-fgiiim'a-ff  c^-tupa- 

2  fmm  isnd  hi,  _  •  Aplov^r  r-fporis  m  *8i2>#Tflii^^  ih^f 

3  he  is  ^f  good  morm  r'efport^-'il:>'rhJy.  fl^^Ta^icr  and  ripMi^-iwn, 
4:  (ej  And  n>o  io-^-''-  •<■  ■■'^'  ki^K'V.ri  io  iki  cl'Ohiwni  or  hu  i-M^-cf*- 

5  sor  trending  in  t  ~      '  fh^  p'urc'kai^fr  or  mortg'agor  Ky34:  roof 

6  of  :  -  - -:  -   — -^  "  -   .  cJicra'Cffr  c%d  repv^-aiicn. 

7  S  ./'umwrif  iv  Cfiapffr  1  o^  Divuion 
S  "";;  :'  7,7J  ?,,-  r^gvir^d  ■  -  •  ihai  A»> 
o  -    -  -                                     •■'/.^7.-.--y  o't<r  ari'             '     jiion  of 

and    rf.p'iii-aii.ofi    of   Dk 
---J- —  :..  ..    ^--■-    _-  •"'■■'•'>'<  ■'ft'"'   ''■■'''■<''''!■*  'irhifi 

12  it  ac««  brought  f'O  ihf  eiaim^mi. 

13  Sbc.  4.     Seetion  ^370.1  is  addtKi  v\>  liae  BiQ<iiits<  and  Pro- 
M  f^^iMis  Code  to  read: 

15  ^370X    In  all  eases  ^nrliere  a  ndiiele  3s  seized  under  this 

16  divisioB  and  isitt^bedi  to  tlsip  State  and  turned  over  to  and 

17  siM  bv  tjne  Department  of  Finanee.  the  proeeeds  of  the  sale 
IS  shall  be  disitTibiiitied  as  follows,  in  the  order  indkated: 

19  (a)  To  ihe  bona  ^de  or  innoeaat  pnrdaaser.  conditional  sales 

20  xendoT.  or  naortgagee  of  the  Tdiide.  if  any.  up  to  the  amonnt 

21  of  laK  interest  in  Hbat  Tehiele.  when  the  ©oort  deelariwg  for- 

22  f entnre  orders  a  distribntion  t&  smdi  person. 

i3  i(b^  The  balance,  if  any,  to  aieenmnlate.  and  from  time  to 

24  tiiaae-  as  the  proeeeds  beieome  gnSeiemt.  to  be  dislribuied: 

25  L  To  the  Department  cif  Finan<ee  for  all  expenditures  made 

26  <»•  incurred  by  it  in  leomae-etion  "SRitli  tlie  sale,  ineloding  ex- 

27  pefsditore*  for  ai^  neeessary  repairs,  stiorage,  or  tran^iorta- 

28  tiMaL,  of  any  vdaade  fiozcd  under  this  antiele. 

29  2.  To  the  Attorney  Gena:^  for  all  expenditnres  made  or 

30  incurred  by  him  in  efmneetion  with  tlse  f orfertme  proeeed- 

31  ifigs;  of  any  Ti^ide  seised  under  this  dliapt^  iraelnding  but 

32  not  limited  to  espenditnres  for  witnesses'  fei&&,  reporters'  fees. 
^  trai3S?ripts.  pnnlii^.  traTeling  and  inn^ti^tion. 

34  3.  To  the  department  for  all  exp<aiditnr^  for  traveling,  in- 

35  vegtigation^  storage,  and  other  exp^sses  made  or  ineorred  by 

36  the  department  afto*  the  seiznre,  and  in  eonnecti<m  with  the 

37  f<wrf idtnre  of  any  viAiele  e^zed  nnd<»-  thk  artiele. 

38  4.  Tlie  romainder.  if  any.  to  the  State  Treasory  for  credit 
:39  tJti  the  Genfral  Fond. 


This  till  eonjEomas  the  law  rdating  to  the  forfeirjirr  i  il::-:  r  v-ri::;!^ 
and  oliker  property  sdzed  for  bootkg^ng  violati':  r-s  '.:  '.hr  Al:-''.!:!:; 
Eererage  CwQtrol  Aet  to  the  law  rdating  to  the  ftiriciijire  oi  vch;  -ts 
seized  for  TJolatioiis  of  the  la^arwtk-*  laws. 

At  GDS  tinae  the  two  laws  referred  to  were  sobstamtially  similar.  How- 
ever, many  more  veliieks  are  seized  under  the  nareotieB  laws  than  nnder 
the  Aleobotie  Bev^^age  Control  Act.  and  the  greater  e^ierienee  under 
HKi  nareodes  law  has  led  to  its  freqnait  amoidment.  This  bill  incor- 
porates fkose  amendm^ifs  into  the  Akoholie  Beverage  C<«tn^  Aet. 
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PROPOSAL   NO.    18 

An  act  to  add  Article  1.5  (comprising  Sections  23800  to  23805) 
to  Chapter  5,  Division  9  of  the  Business  and  Professions 
Code,  reletting  to  alcoholic  beverage  licenses. 

Th>   people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Article  1.5  is  added  to  Chapter  5,  Division  9  of 

•J  the  Business  and  Professions  Code,  to  read : 

;^ 

4  Article  1.5.     Conditional  Licenses 

5 

G  23800.     Upon  request  of  the  licensee  or  applicant  for  a  li- 

7  cense  the  department  may  place  reasonable  conditions  upon 

8  retail  licensees  in  the  following  situations : 

9  (a)   lu  any  proceedings  upon  a  petition  for  a  license  or  a 

10  protest  against  the  issuance  of  a  license  if  the  department 

1 1  finds  that  grounds  exist  for  the  denial  of  the  application  for 

12  the  license  which  may  be  removed  by  the  imposition  of  such 
1 .3  conditions. 

14  (b)   In  any  proceedings  for  the  suspension  or  revocation  of 

]  5  a  license,  if  findings  are  made  which  would  justify  such  suspen- 

IG  sion  or  revocation,  and  where  the  imposition  of  such  condition 

17  is  reasonably  related  to  such  findings.  In  the  case  of  a  suspeii- 

18  sion,  the  conditions  may  be  in  lieu  of  or  in  addition  to  such 

19  suspension. 

20  (e)   Where,  after  proceedings  to  suspend  or  revoke  a  license, 

21  the  department  issues  an  order  suspending  or  revoking  only  a 

22  portion  of  the  privileges  to  be  exercised  under  such  license. 

23  23801.     The  conditions  authorized  by  Section  23800   may 

24  cover  any  matter  relating  to  the  privileges  to  be  exercised 

25  under  the  license,  the  conduct  of  the  business  or  the  condition 
2(j  of  the  premises,  which  will  protect  the  public  welfare  and 

27  morals,  including,  but  not  limited  to,  the  following : 

28  (a)  Restriction  as  to  hours  of  sale. 

29  (b)   Display  of  signs. 

30  (c)   Employment  of  designated  persons. 

,31  (d)   Types  and  strengths  of  alcoholic  beverages  to  be  served 

32  where  such  types  or  strengths  are  otherwise  limited  by  law. 

33  (e)   In  cases  under  Section  23800(c),  the  portion  of  the 

34  privileges  to  be  exercised  under  the  license. 

35  23802.     Such  conditions  shall  be  endorsed  upon  the  license 

36  and  any  renewal  thereof  and  shall  be  binding  upon  all  persons 

37  to  whom  the  license  is  transferred. 

38  23803.     The  department,  upon  its  own  motion  or  upon  the 

39  petition  of  a  licensee  or  a  transferee  who  has  filed  an  applica- 

40  tion  for  the  transfer  of  the  license,  may,  if  it  is  satisfied  that 

41  the  grounds  which  caused  the  imposition  of  the  conditions  no 

42  longer  exist,  order  their  removal. 

43  23804.     A  violation  of  a  condition  placed  upon  a  license  pur- 

44  suant  to  this  Article  shall  constitute  the  exercising  of  a  privi- 

45  lege  or  the  performing  of  an  act  for  Avhich  a  license  is  required 
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1  without  the  authority  thereof  and  shall  be  grounds  for  the 

2  suspension  or  revoeation  of  such  license. 

3  23805.     The  proceedings  specified  in  Section  23800  (a),  (b) 

4  and  (c)  shall  be  conducted  in  the  same  manner  as  is  required 

5  for  other  proceedings  involving  petitions,  protests  or  aceusa- 
G     tions,  and  the  right  of  a  respondent  in  such  proceedings  to 

7  appeal  shall  include  the  right  to  appeal  from  an  order  imposing 

8  conditions  upon  the  licenses  involved  in  the  proceedings.   If 

9  the  department  denies  a  petition  filed  under  Section  23803, 

10  the  licensee  or  transferee  may,  within  10  days  after  the  mailing 

11  of  such  denial,  make  a  written  request  for  a  hearing.  The  pro- 

12  ceedings  at  such  hearing  shall  be  conducted  as  provided  in 

13  Section  24300,  and  the  respondent  shall  have  the  same  rights 

14  of  appeal  therefrom  as  in  disciplinary  actions. 

Explanation  of  Proposal  No.  18 

This  proposal  does  not  have  the  full  support  of  the  conference  and 
may  be  opposed  before  your  committee. 

The  Department  of  Alcoholic  Beverage  Control  has  sustained  pro- 
tests to  the  issuance  of  licenses  which  it  would  have  issued  in  the  absence 
of  protest  because  the  full  exercise  of  the  license  would  have  interfered 
with  the  functions  of  a  church  or  school.  This  has  happened  even 
though  the  applicant  stated  he  did  not  intend  to  exercise  the  full 
privileges  of  his  license.  Such  statement  of  intention  is  not  binding  on 
the  licensee. 

On  other  occasions  the  department  has  denied  the  issuance  of  a 
license  to  a  married  woman  because  of  the  criminal  record  of  her  hus- 
band, even  though  she  stated  he  would  not  work  on  the  premises.  There 
is  no  way  to  enforce  such  a  promise. 

This  proposal  would  permit  an  applicant  or  licensee  to  ask  the 
department  to  place  conditions  on  the  issuance  of  his  retail  license,  in 
cases  where  the  full  exercise  of  all  the  privileg*es  of  a  regular  license 
would  violate  some  law  or  department  rule. 

The  proposal  also  permits  a  licensee  to  request  that  conditions  be  put 
on  his  license  in  lieu  of,  or  as  mitigation  of,  a  disclipinary  order  of  sus- 
pension or  revocation. 

Conditions  are  placed  on  the  license  only  on  request  of  the  licensee  or 
applicant.  It  is  purely  voluntary. 

PROPOSAL  NO.   19 

An  act  to  amend  Section  25660  of  the  Business  and  Profes- 
sions Code,  relating  to  alcoholic  leverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  25660  of  the  Business  and  Professions 

2  Code  is  amended  to  read : 

3  25660.     4«-  tHiy  criminal  prosecution  ev-  proceeding  fo^  %he 

4  suspeiifjion  e^  revoeation  e4  awv  Jriccniic  based  upon  violation 

5  e^  Section   25658.   proof  thrrt  the  defendant    licensee,  oi^  hin 
Q     agent  e^  employee,   demanded  m^  was  showH-y   immediately 
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fT-riT7f    TTT    tilt  lltnf  liil^    rt~rrr*    rtrt  TjrtW!  ttr    TTtfTtrng^r:^    trt    rt    [J  LI  .V7rt    tillvtvr 

2  ^  yonr.s  e^  ftfjer  bonn  jBo;;cf,  fide  doouniontary  evidence  of  ma- 

3  jority  and  identity  of  tlio  person t  is  a  document  issned  by  a 

4  federal,  state,  county,  or  ninni('i])al  j?overnment,  or  subdivi- 

5  sion  or  afi,en('y  thereof,  in<'ludiii^',  but  not  limited  to,  a  motor 

6  vehicle  oi)erator'  license,  a  rcfj^istration  certificate  issued  un- 

7  der  the   Federal  Selective   Service   Act,   or  an  identification 

8  card  issued  to  a  member  of  the  armed  forces  7 .  is  a  defense  to 

9  44Hi  pro^H-cution  ©^?  Proof  that  the  defendant-licensee,  or  his 

10  employee  or  agent,  demanded,  rvas  shown  and  acted  in  reli- 

11  aiice  upon  sucJi  bona  fide  evidence  in  any  transaction  forbid- 

12  den  by  Sections  25658,  25663  or  25665  shall  be  a  defense  to 

13  any  criminal  prosecution  therefor  or  to  any  proceedings-  for 

14  the  suspension  or  revocation  of  any  license  t  based  thereon. 

Explanation  of  Proposal  No.  19 

The  exhibition  by  a  minor  of  bona  fide  documentary  evidence  of 
majority  and  identity  is  not  a  defense  to  a  criminal  charge  of  employ- 
ing- a  minor  in  an  on-sale  premises  or  permitting  a  minor  to  enter 
or  remain  in  a  public  premises.  This  bill  makes  exhibition  of  such  evi- 
dence a  defense  to  those  charges. 


PROPOSAL  NO.  22 

An  act  to  amend  Section  23104  of  the  Business  and  Profes- 
sions Code  relating  to  alcoholic  beverages  and  insurers. 

1  Section  1.     Section  23104  of  the  Business  and  Profession 

2  Code  is  amended  to  read : 

3  23104.     Any  insurance  company  insurer  may,  or  any  com- 

4  mon  carrier  acting  as  an  insurer  for  losses  to  persons  shipping 

5  alcoholic  beverages  n\Q.y,  after  permission  has  been  granted 

6  by  the  department,  take  possession  of  and  sell  any  alcoholic 

7  beverages  the  containers  of  which  have  been  damaged  by  fire 

8  or  otherwise  to  licensee  .s-  who  are  authorized  to  sell  the  alco- 

9  holic  beverages.  Any  licensee  so  qualified  may  purchase  and 

10  aceei)t  delivery  of  the  alcoholic  beverages  from  the  insurance 

11  eempnny  insurer   or   common   carrier   so   authorized   to   sell. 

12  This  permission  extends  only  to  alcoholic  beverages  owned  by 

13  a  licensee  and  insured  against  loss  or  damage  by  the  insurance 

14  eompany  insurer  or  common  carrier  apply  for  the   permis- 

15  sion.  Alcoholic  beverages  so  sold  shall  be  labeled  or  otherwise 

16  identified,  prior  to  and  at  the  time  of  sale,  as  distress  mer- 

17  chandise,  salvaged  from  fire,  wreck,  or  similar  catastrophe. 

Explanation  of  Proposal  No.  22 

This  bill  changes  the  term  "insurance  company"  in  Section  23104 
of  the  Alcoholic  Beverage  Control  Act  to  the  word  "insurer"  in  con- 
formity with  the  definition  of  the  word  "insurer"  in  the  Insurance 
Code.  ■ 
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EXHIBIT  G 

Department  of  Alcohotjc  Beverage  Control^ 

State  of  California 
Sacramento  14     April  16,  1958 
Honorable  James  E.  Buscn 

Chairman,  Senate  Interim  Committee  on 

the  Alcoholic  Beverage  Industry  ^ 

4039  State  Capitol,  Sacramento,  California  '~ 

Dear  Senator  Busch  :  At  tlie  November,  1957,  meeting  of  your  com- 
mittee, you  asked  this  department  to  report  to  you  at  this  month's 
meeting  on  the  adoption  of  rules  covering  tlie  subject  matter  of  three 
1957  Session  bills  under  study  by  j^our  committee.  Item  III  of  the 
agenda  set  out  in  your  letter  of  April  1,  1958,  refers  to  the  ' '  Report  of 
Department  of  Alcoholic  Beverage  Control  on  Rules  Relating  to  Sub- 
ject Matter  of  1957  Session  Bills.  (S.  C.  R.  70,  S.  B.  1098  and  A.  B. 
3477)." 

S.  C.  R.  70  urged  this  department  to  repeal  that  portion  of  its 
Rule  60  which  prohibited  the  transfer  of  licenses  which  are  limited  in 
number  from  county  to  county,  and,  insofar  as  possible,  to  fill  the  de- 
mand for  additional  licenses  where  the  ratio  of  licenses  to  population 
is  below  the  statutory  limit  by  transfers  of  licenses  from  counties  where 
the  ratio  of  licenses  to  population  exceeds  the  statutory  limit,  instead 
of  by  the  issuance  of  new  licenses. 

S.  B.  1098  would  have  established  standards  for  the  granting  of  on- 
sale  general  licenses  for  seasonal  business. 

A.  B.  3477  would  have  required  that  in  any  printed  advertisement  in 
which  retail  alcoholic  beverage  prices  are  advertised,  and  in  which 
same  advertisement  there  is  any  reference  to  free  goods,  gifts  or 
premiums,  the  advertisement  must  state  that  no  free  goods,  gifts  or 
premiums  can  legally  be  given,  directly  or  indirectly,  in  conjunction 
with  the  sale  of  alcoholic  beverages. 

In  October,  1957,  I  held  extensive  public  hearings  on  rules  covering 
these  and  other  matters.  In  the  succeeding  months,  briefs  w^ere  filed  by 
interested  representatives  of  the  industry.  I  am  still  considering  many 
of  the  proposed  rules. 

However,  I  have  already  adopted  Sections  55  and  56  of  Title  4  of 
the  California  Administrative  Code,  relating  to  seasonal  licenses.  These 
rules  will  become  effective  May  15,  1958.  Copies  of  these  rules  are 
attached. 

Very  truly  yours, 

Russell  S.  Munro,  Director 

55.  On-Sale  General  License  for  Seasonal  Business,  (a)  Defini- 
tions. Unless  the  context  otherwise  requires,  the  definitions  and 
o-eneral  provisions  set  forth  herein  govern  the  construction  of  this  rule. 

(1)  "Recreational  area"  means  any  rural,  mountainous, 
desert,  or  coastal  part  of  the  State  especially  suited  for  use 
and  actually  used  by  the  general  public  for  recreational  activ- 
ities. 

(2)  "New  and  original"  means  every  license  issued  by  the 
department  except  as  the  result  of  the  renewal  or  transfer  of 
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an  existing  license  but  does  not  include  a  temporary  beer  or 
wine  license  issued  under  Section  24045  of  the  Alcoholic  Bev- 
erage Control  Act. 

(3)  "Bona  fide  eating  place"  means  premises  described 
in  Section  23038  of  the  Alcoholic  Beverage  Control  Act,  oper- 
ated in  conjunction  with  or  within  600  feet  airline  of  un- 
licensed lodging  facilities  capable  of  accommodating  30  or 
more  adult  guests,  a  substantial  number  of  which  facilities 
are  actually  rented  during  the  season  of  maximum  use  of  the 
recreational  area. 

(4)  "Sports  facility"  means  one  of  the  following  facilities 
which  are  open  to  the  general  public  and  actually  used  by 
substantial  numbers  of  the  general  public  during  the  season 
of  greatest  use  of  a  recreational  area. 

(A)  A  golf  course  having  at  least  nine  holes  and  the 
usual  clubhouse  buildings,  equipment  and  conveniences, 
other  than  a  miniature  golf  course. 

(B)  A  ski  grounds  having  at  least  two  runs,  at  least 
one  of  which  is  equipped  with  a  motorized  rope  or  chair 
tow  or  lift,  and  suitable  indoor  accommodations  for  pa- 
trons to  rest  and  obtain  short  orders  of  food  and  bev- 
erages. 

(C)  Any  other  sports  facility  which  has  facilities  com- 
parable to  those  listed  in  subsections  (A)  or  (B)  and 
serves  substantial  numbers  of  the  general  public. 

(b)  Issuance  of  License.  An  on-sale  general  license  for  seasonal 
business  may  be  issued  only  for  a  bona  tide  eating  place  or  sports 
facility  in  a  recreational  area  where  the  demand  for  alcoholic  beverages 
is  warranted  by  public  convenience  and  necessity  upon  meeting  the 
provisions  of  this  rule. 

(e)  Circumstances  Satisfying"  Public  Convenience  and  Necessity. 

(1)  Public  convenience  and  necessity  shall  be  deemed  to 
warrant  the  issuance  of  such  a  license  whenever  either  of  the 
following  situations  exist : 

(A)  The  influx  of  population  into  a  recreational  area 
during  the  seasonal  period  is  such  that  existing  licensed 
outlets  are  not  sufficient  to  satisfy  public  demand.  Within 
such  an  area,  no  additional  seasonal  license  shall  be  is- 
sued if  the  existing  permanent  and  seasonal  on-sale  gen- 
eral licenses  exceed  one  per  1000  persons  of  the  average 
adult  population  during  the  seasonal  period. 

(B)  The  location  of  the  premises  is  geographically  re- 
mote from  other  licensed  premises  so  that  vacationers 
staying  there  would  have  to  travel  an  unreasonable  dis- 
tance to  obtain  alcoholic  beverages.  Since  tlie  remoteness 
of  such  premises  satisfies  the  public  convenience  and  neces- 
sity requirement,  the  one  per  1000  ratio  need  not  apply. 
However,  such  premises  would  be  required  to  operate  as 
a  bona  fide  eating  place. 
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(d)  Special  Conditions  and  Limitations.  (1)  A  license  issued 
hereunder  for  a  bona  fide  eating  place  may  not  be  exchanged 
for  a  public  premises  license  unless  the  premises  qualifies  as 
a  sports  facility. 

(2)  No  seasonal  license  shall  be  issued  for  more  than  three 
consecutive  calendar  quarters  during  any  12-month  period. 

(3)  An  on-sale  general  license  for  seasonal  business  may 
be  transferred  from  person  to  person  and  from  premises  to 
premises.  A  premises  to  -wliich  such  license  is  transferred  must 
comply  with  the  requirements  of  this  rule. 

(4)  No  license  issued  under  this  section  may  be  issued  or 
transferred  to  any  premises  licensed  with  any  other  type  of 
on-sale  alcoholic  beverage  license. 

(5)  From  and  after  the  effective  date  of  this  rule,  no  on- 
sale  general  license  for  seasonal  business  may  be  issued  or 
transferred  to  any  State,  county  or  district  agricultural  associ- 
ation fairgrounds  provided,  however,  that  such  licenses  issued 
to  fairgrounds  prior  to  the  effective  date  of  this  rule  may  be 
renewed. 

(6)  No  on-sale  general  license  for  seasonal  business  shall 
be  issued  to  any  premises  which  are  located  upon  a  highway 
through  a  recreational  area  and  which  are  primarily  depend- 
ent upon  transient  patrons  who  do  not  use  overnight  facilities. 

(7)  Premises  holding  an  on-sale  general  license  for  seasonal 
business,  whether  issued  before  or  after  the  effective  date  of 
this  rule,  shall  comply  with  the  following: 

(A)  Every  such  premises  shall  maintain  status  as  a 
seasonal  business  in  a  recreational  area  where  there  is 
substantial  influx  of  population  and  greatly  increased  de- 
mand for  alcoholic  beverages  during  the  period  of  maxi- 
mum use  of  the  recreational  area. 

(B)  Every  such  premises  shall  continue  business  oper- 
ations during  the  same  seasonal  period  in  each  year.  Such 
period  may  be  changed  with  the  permission  of  the  depart- 
ment upon  presentation  of  evidence  satisfactory  to  the 
department  that  there  has  been  a  change  in  the  period  of 
maximum  use  of  the  recreational  area  and  a  change  in  the 
nature  of  the  operations  of  the  business  or  businesses 
conducted  at  the  premises. 

56.  On-Sale  Beer  License  for  Seasonal  Business,  fa)  On-sale  beer 
licenses  may  be  issued  on  a  quarterly  basis  for  the  remainder  of  the 
calendar  year  to  qualified  persons  who  operate  as  concessionaires  at 
State,  county  or  district  agricultural  association  fairgrounds,  baseball 
parks,  tracks,  stadiums,  fishing  boats,  and  labor  camps,  or  persons  who 
operate  seasonal  establishments  within  recreational  areas.  An  original 
application  for  such  a  license,  or  an  application  for  its  renewal,  shall  be 
filed  at  the  district  office  having  jurisdiction  over  the  premises. 
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(b)  Each  concessionaire  shall  select  one  of  the  following  licensing 
methods : 

(1)  A  separate  license  for  each  outlet,  or 

(2)  One  license  to  cover  all  outlets. 

The  number  and  location  of  the  retail  outlets  operated  by  each  con- 
cessionaire shall  be  subject  to  approval  by  the  district  supervisor. 

(c)  A  beer  and  wine  wholesaler  or  a  beer  manufacturer  may  be 
licensed  to  sell  or  deliver  beer  and  exercise  all  of  his  rights  and  priv- 
ileges, other  than  manufacture,  at  or  from  a  branch  office  located  at  a 
State,  county  or  district  agricultural  association  fairgrounds  when  the 
fair  is  in  operation. 

(d)  The  department  may  renew  a  seasonal  beer  license  at  the  begin- 
ning of  each  seasonal  period. 


EXHIBIT  H 

Department  of  Alcoholic  Beverage  Control 

State  of  California 
Sacramento  14,  December  12,  1958 
Hon.  James  E.  Busch 

Chairman,  Senate  Interim  Committee 
on  the  Alcoholic  Beverage  Industry 
Sacramento,  California 

Dear  Senator  Busch  :  As  requested  by  your  committee,  this  de- 
partment scheduled  a  conference  with  representatives  of  the  industry 
and  other  interested  persons  for  the  purpose  of  considering  their  pro- 
posals. The  conference  was  held  in  Sacramento  on  November  20,  1958. 

The  proposals  discussed  and  the  conclusions  reached  are  summarized 
in  the  attached  exhibits. 

Very  truly  yours, 

Russell  S.  Munro,  Director 

PROPOSAL    1 
Amendment  to  Section  23778— Business  and  Professions  Code 

A  distilled  spirits  wholesaler's  license  shall  not  be  held  by  any  per- 
son unless  at  all-  times  throughout  ^he  license  year  he  Iwks  e»  his  wholo- 
safe  prcmiscB  a  ^^nsonablc  stock  ei  d4st4iied  spirits,  as  dctovminod  hy 
the  department,  fe*'  which  he  has  l«liy  paid  lawful  money  B¥  its  cquiv  ■ 
alent  who  does  not  meet  the  followi^ig  qualifications  ifi  connection  with 
his  premises  licensed  as  his  place  of  business  . 

1.  Maintain  ivarehouse  space  either  owned  or  leased  hy  him  or  dedi- 
cated to  his  use,  or  in  a  public  warehouse ;  and  such  space  is  suffi- 
cient to  store  the  available  distilled  spirits  of  the  licensee. 

2.  Maintain  at  all  times  in  his  warehouse,  either  owned  or  leased  by 
him,  or  dedicated  to  his  use,  a  stock  of  distilled  spirits  sufficient 
to  supply  his  retail  customers  in  the  ordinary  procedure  of  busi- 
ness. 
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3.  A  holder  of  a  distilled  spirits  wholesale  license  shall  l)e  conclu- 
sively presumed  to  he  a  hona  fide  wholesaler,  if: 

a.  He  holds  himself  out  as  ready,  ivilling  and  able  to  sell  his 
available  distilled  spirits  to  retailers,  and  whose  stock  of  dis- 
tilled spirits  is: 

(1)  Owned  by  him; 

(2)  Not  held  on  consignment. 

Conclusions:  Following  lengthy  discussion  of  the  above  proposal 
the  department  determined  that  there  were  many  opposing  views  with- 
out apparent  possibility  of  reconciling  differences. 

PROPOSAL   2 

Amendment  to  Section  23779— Business  and  Professions  Code 

Ne  wholesale  liocnsc  shrttt  be  issued  te  fmy^  person  who  docs  »e^  m 
good  faith  actually  carry  ea  e^  intend  to  carry  e»  a  bona  #de  wholesale 
business  by  sale  te  retail  liccnsecfj  o#  tfee  aleeholic  beverage  defti$ 

TtT    TTtt:?     W IIUIU Fill lU    TTtJUllPIU,     TtTtTT    Til"    TTtTjTlTi^^TtTrTTTj     llLtl  V     T^tTTTTrctT     till  V 

license  when  the  licensee  feils  i^¥-  a  period  of  4&  days  actively  a«4  m 
good  faith  to  engage  m  the  wholesale  business  aftd  shall  revoke  asy  d4s- 

TTxTTTtrt  niJii  1  in   \t  iiwiL'ntiiL'i   n  i ii^viinij  iii.  i vi   m  v    mi  y    ifji  otjii  tvtttt  xiiiin  tt?  v^uiii |7I  v 

with  applicable  provisions  e^  Sections '23378,  23379,  23776.  23777,  a*id 
23778r  Sale  by  a  wholesale  licensee  to  himself  as  a  retail  licensee  is  net 
the  transaction:  of  a  bona  #de  wholesale  business. 

A  wholesale  license  shall  be  issued  to  any  person  ivho  qualifies  as  a 
bona  fide  wholesaler  and  either  carries  on,  or  intends  to  carry  on  a 
bona  fide  wholesale  business  by  sale  to  retail  licensees  of  the  alcoholic 
beverage  designated  in  the  wholesale  license;  the  department  may  place 
the  wholesale  licensee  on  probation  if  the  department  feels  that  the 
licensee  is  not  conducting  a  bona  fide  business. 

If,  after  one  hundred  twenty  days  (120)  the  licensee  has  7iot  made 
any  attempt  to  bonafideness  in  the  operation  of  his  business,  the  de- 
partment shall  file  an  accusation  against  the  licensee  for  failure  to 
comply  with  applicable  provisions  of  Sections  23378,  23379,  23776, 
23777,  and  23778  amended;  and,  the  department  may  revoke  or  siis- 
pend  the  license.  Sale  by  a  wholesale  licensee  to  himself  as  a  retail 
licensee  is  not  the  transaction  of  a  bona  fide  wholesaler . 

New  Section  23779-A 

Definition  of  a  ivholesole  licensee  engaged  in  the  sale  of  alcoholic  bev- 
erages. 

A  bona  fide  w^holesaler  is  one  who  maintains  at  all  times  in  his  ware- 
house, either  owned  by  him,  or  leased  to  him,  or  a  space  in  a  public 
warehouse  dedicated  to  his  use,  a  stock  of  the  alcoholic  beverage  desig- 
nated in  his  license,  in  sufficient  quantities  to  supply  his  retail  cus- 
tomers in  the  ordinary  procedure  of  business. 

Conclusions:  This  proposal  was  allied  with  Proposal  1.  Once  again, 
the  department  found  no  jiossibility  of  reconciling  the  opposing  view- 
points. 
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PROPOSAL  3 
Beer  and/or  Wine  Wholesaler's  License  (New  Type  of  License) 

A  beer  and/or  wine  wholesaler's  license  shall  be  issued  to  any  appli- 
cant if  he  meets  the  following  qualifications : 

1.  That  he  has  a  source  of  supply. 

2.  That  he  has  warehouse  space,  either  owned  by  him  or  leased  to 
him,  or  space  made  available  to  him  in  a  public  warehouse. 

3.  That  he  maintain  a  supply  of  alcoholic  beverage,  as  designated 
in  his  wholesale  license. 

4.  That  the  alcoholic  beverage,  as  designated  in  his  wholesale 
license,  be: 

a.  Owned  by  him. 

b.  Not  held  on  consignment. 

5.  That  he  be  of  good  moral  character. 

Functions  of  a  Beer  and/or  Wine  Wholesaler 

1.  He  maj"  sell  beer  and/or  wine  purchased  from  breweries  or  winer- 
ies within  the  State,  or  import  beer  or  wine  from  without  the  State. 

2.  He  may  also  sell  to  other  beer  or  wine  wholesalers  within  the 
State,  or  he  may  export  to  other  wholesalers  without  the  State. 

3.  The  licensee  may  sell  his  beer  or  wine  to  Army  or  Nav}^  installa- 
tions or  to  ship  chandlers,  for  export. 

Conclusions:  Discussion  of  the  above  proposal  revealed  that  a  new 
type  of  license  would  not  be  necessary  if  Section  23379  were  amended 
to  provide  that  either  beer  or  wine  or  both  could  be  sold  under  a  beer 
and  wine  wholesaler's  license. 

PROPOSAL   4 
Brewers  Representative  (New  Type  of  License) 

This  license  would,  in  essence,  be  similar  to  a  distilled  spirits  manu- 
facturer's agent's  license. 

Duties  and  Functions 

1.  He  may  import  beer  into  the  State,  and  store  in  a  premise  ap- 
proved by  the  Department  of  A.  B.  C,  either  in  public  warehouse  or 
a  warehouse  leased  or  owned  by  the  licensee. 

2.  He  may  only  sell  to  licensed  wholesale  beer  distributors. 

3.  He  may  work  with  distributor's  salesmen  whose  firm  carries  the 
brands  of  the  brewer 's  representative. 

4.  He  may  call  on  the  retail  trade  for  the  express  purpose  of  promo- 
tion and  exploitation  of  the  brands  he  represents. 

5.  The  brewery  representative  does  not  necessarily  have  to  store  beer 
of  the  brewery  that  he  represents. 

6.  He  may  operate  and  conduct  his  business  from  an  office  rented 
to  him  or  owned  by  him  or  leased  to  him. 

7.  He  may  also  operate  out  of  the  office  of  the  brewery  he  represents 
if  the  brewery  is  located  within  the  State. 

The  fee  for  this  type  of  license  to  be  fixed  by  statute.  We  recom- 
mend a  fee  of  $50. 

Conclusions:  It  was  agreed  that  the  department  would  study  this 
proposal  and  prepare  proposed  legislation  authorizing  a  brewer's  rep- 
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resentative  license.  This  proposed  legislation  will  be  presented  to  your 
committee  during  the  1959  Session. 

PROPOSAL   5 
Beer  Broker  (New  Type  of  License) 

Inasmuch  as  there  is  no  such  designation  as  a  beer  broker  in  the 
Business  and  Professions  Code,  it  is  suggested  that  the  Legislature  add 
this  section  to  the  Business  and  Professions  Code. 

The  function  of  a  beer  broker,  with  a  license  fee  to  the  State  of 
$250,  will  have  certain  rights  and  privileges  such,  as : 

Dealing  in  car-loads  and  pool-car  shipments  from  within  the 
State  or  importing  from  without  the  State. 

On  straight  car-loads,  the  broker  may  bring  the  ear  into  the 
city  where  his  license  is,  or  at  a  team-track  within  the  city,  and 
then  by  reconsignment  (by  making  out  a  new  bill  of  lading — -ship 
to  the  retailer  at  his  siding,  if  he  has  one,  or,  at  a  team-track  close 
to  his  premise)  move  this  car-load. 

If  merchandise  is  shipped  by  truck  from  without  the  State,  the 
broker  may  move  this  truck-load  direct  to  the  retailer's  establish- 
ment by  giving  the  trucking  company,  in  the  city  of  the  licensed 
broker,  a  new  bill  of  lading,  with  the  retailer  as  the  new  con- 
signee, without  first  stopping  at  the  premise  of  the  broker. 

The  broker's  license  shall  also  give  the  licensee  the  same  privi- 
leges as  a  beer  wholesaler  (if  broker  elects  to  sell  to  the  general 
retail  trade).  As  a  beer  broker,  he  may,  at  his  option,  bring  beer 
into  the  city  where  his  licensed  premise  is — may,  or  may  not,  store 
beer  at  his  warehouse,  for  sale  to  the  general  trade,  or  sell  to 
selected  accounts. 

Qualifications: 

1.  The  applicant  must  have  definite  brewery  sources  of  supply. 

2.  He  must  be  of  good  moral  character. 

3.  He  may,  at  his  option,  exercise  all  the  privileges  of  a  beer 
•wholesaler  or  a  brewery  representative. 

Conclusions:  While  there  were  some  differences  of  opinion,  it  was 
generally  agreed  that  your  committee  should  be  requested  to  study 
the  feasibility  of  amending  Section  23661  to  accomplish  the  objectives 
of  the  above  proposal. 

PROPOSAL   6 
Automatic  Reiicensing  of  Licensed  Wholesaler  at  Different  Premises 

It  is  suggested  that  the  Business  and  Professions  Code  be  amended 
to  accomplish  the  following : 

If  a  person  is  now  operating  as  a  wholesaler  of  either  distilled  spirits 
or  beer  and/or  wine,  and  applies  for  a  license  similar  to  the  one  he  al- 
ready has  for  another  county,  that  his  application  be  filed  direct  with 
Sacramento,  to  the  Department  of  A.  B.  C,  and  that  the  license  be 
issued  automatically;  provided,  there  are  no  restrictions  for  the  prem- 
ise applied  for,  or  if  there  are  no  licenses  available  because  of  quota 
restrictions  in  that  area. 
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Comment:  At  tlie  i)resent,  tinie,  if  a  licensed  wholesaler  is  located 
in  Los  Angeles  County  and  applies  for  a  similar  license  in  San  Fran- 
cisco County,  lie  must  go  through  all  the  processing  of  a  new  license 
in  the  applied-for-county.  If,  for  any  reason,  the  administrator  of  San 
Francisco  County  does  not  see  fit  to  issue  the  license,  the  application 
is  denied — regardless  of  the  fact  that  the  licensee  has  held  a  similar 
license  for  many  years,  in  another  part  of  the  State. 

This  system  gives  too  much  authority  to  the  local  agency.  At  the 
present  time,  even  an  outside  agent  of  the  department  may  recom- 
mend a  denial  of  a  license,  regardless  of  the  fact  that  the  applicant 
has  operated  as  a  bona  fide  wholesaler  in  another  part  of  the  State. 

Conclusions:  The  department  agreed  with  this  proposal  in  princi- 
pal, but  disagreed  as  a  matter  of  practice,  since  Section  23958  requires 
a  thorough  investigation  of  each  apjilication.  In  addition,  Section  23779 
requires  the  department  to  make  a  finding  whether  or  not  a  wholesaler 
applicant  intends  to  carry  on  a  bona  fide  wholesale  business. 

PROPOSAL   7 
Amendment  to  Section  25658  of  the  Alcoholic  Beverage  Control  Act 

25658.  Sales  to  Minors,  (a)  Every  person  who  sells,  furnishes, 
gives,  or  causes  to  be  sold,  furnished,  or  given  away,  any  alcoholic 
beverage  to  any  person  under  the  age  of  21  years  is  guilty  of  a  misde- 
meanor. 

No  off-sale  licensee  shall,  in  the  absence  of  a  plea,  verdict  or  judg- 
ment of  guilty  of  such  misdemeanor,  have  his  off-sale  license  revoked 
or  suspended  for  violation  of  this  subsection  unless  such  fact  of  viola- 
tion shall  he  proven  hy  evidence  sufficient  to  indicate  such  facts  beyond 
a  reasonable  doubt. 

(b)  Any  person  under  the  age  of  21  years  who  purchases  any  alco- 
holic beverage,  or  any  person  under  the  age  of  21  j^ears  who  consumes 
any  alcoholic  beverage  in  any  on-sale  premises,  is  guilty  of  a  misde- 
meanor and  shall  be  punished  by  a  fine  of  not  less  than  one  hundred 
dollars  ($100). 

(e)  Any  on-sale  licensee  who  knowingly  permits  a  person  under  the 
age  of  21  years  to  consume  any  alcoholic  beverage  in  the  on-sale  prem- 
ises, whether  or  not  the  licensee  has  knowledge  that  the  person  is  under 
the  age  of  21  years,  is  guilty  of  a  misdemeanor. 

Conclusions:  Industry  representatives  generally  supported  the 
above  proposal.  The  department  feels,  however,  that  it  would  change 
the  entire  concept  of  administrative  law  as  opposed  to  criminal  law 
and  the  rules  of  evidence  under  which  each  operates.  Therefore,  the 
department  could  not  support  the  proposal. 

PROPOSAL   8 
Appearance  of  a  Minor 

It  is  suggested  that  the  law  be  amended  to  make  it  obligatory  upon 
a  hearing  officer  to  make  a  statement  that  the  minor  is  or  is  not  of 
mature  appearance  and  whether  or  not  any  reasonable  person  would 
take  him  to  be  over  21  years  of  age. 

Conclusions:  Industry  representatives  generally  supported  this 
proposal.  The  department  feels,   however,  that  the  problem  can  be 
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resentative  license.  This  proposed  legislation  will  be  presented  to  your 
committee  during  the  1959  tSe.ssion. 

PROPOSAL   5 
Beer  Broker  (New  Type  of  License) 

Inasmuch  as  there  is  no  such  designation  as  a  beer  broker  in  the 
Business  and  Professions  Code,  it  is  suggested  that  the  Legislature  add 
this  section  to  the  Business  and  Professions  Code. 

The  function  of  a  beer  broker,  with  a  license  fee  to  the  State  of 
$250,  will  have  certain  rights  and  privileges  such,  as : 

Dealing  in  car-loads  and  pool-car  shipments  from  within  the 
State  or  importing  from  without  the  State. 

On  straight  car-loads,  the  broker  may  bring  the  car  into  the 
city  where  his  license  is,  or  at  a  team-track  within  the  city,  and 
then  by  reconsignment  (by  making  out  a  new  bill  of  lading — ship 
to  the  retailer  at  his  siding,  if  he  has  one,  or,  at  a  team-track  close 
to  his  premise)  move  this  car-load. 

If  merchandise  is  shipped  by  truck  from  without  the  State,  the 
broker  may  move  this  truck-load  direct  to  the  retailer's  establish- 
ment by  giving  the  trucking  company,  in  the  city  of  the  licensed 
broker,  a  new  bill  of  lading,  with  the  retailer  as  the  new  con- 
signee, without  first  stopping  at  the  premise  of  the  broker. 

The  broker's  license  shall  also  give  the  licensee  the  same  privi- 
leges as  a  beer  wholesaler  (if  broker  elects  to  sell  to  the  general 
retail  trade).  As  a  beer  broker,  he  may,  at  his  option,  bring  beer 
into  the  city  where  his  licensed  premise  is — may,  or  may  not,  store 
beer  at  his  warehouse,  for  sale  to  the  general  trade,  or  sell  to 
selected  accounts. 

Qualifications: 

1.  The  applicant  must  have  definite  brewery  sources  of  supply. 

2.  He  must  be  of  good  moral  character. 

3.  He  may,  at  his  option,  exercise  all  the  privileges  of  a  beer 
wholesaler  or  a  brewery  representative. 

Conclusions:  While  there  were  some  differences  of  opinion,  it  was 
generally  agreed  that  your  committee  should  be  requested  to  study 
the  feasibility  of  amending  Section  23661  to  accomplish  the  objectives 
of  the  above  proposal. 

PROPOSAL   6 
Automatic  Reiicensing  of  Licensed  Wholesaler  at  Different  Premises 

It  is  suggested  that  the  Business  and  Professions  Code  be  amended 
to  accomplish  the  following : 

If  a  person  is  now  operating  as  a  wholesaler  of  either  distilled  spirits 
or  beer  and/or  wine,  and  applies  for  a  license  similar  to  the  one  he  al- 
ready has  for  another  county,  that  his  application  be  filed  direct  with 
Sacramento,  to  the  Department  of  A.  B.  C,  and  that  the  license  be 
issued  automatically;  provided,  there  are  no  restrictions  for  the  prem- 
ise applied  for,  or  if  there  are  no  licenses  available  because  of  quota 
restrictions  in  that  area. 
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Comment:  At  tlie  pi-esont  time,  if  a  licuMiscd  wliolesaler  is  located 
in  Los  Angeles  County  and  applies  for  a  similar  license  in  San  Fran- 
cisco County,  lie  must  go  tlii-ough  all  the  processing  of  a  new  license 
in  the  applied-for-county.  If,  for  any  reason,  the  administrator  of  San 
Francisco  County  does  not  see  fit  to  issue  the  license,  the  application 
is  denied — regardless  of  the  fact  that  the  licensee  has  held  a  similar 
license  for  many  years,  in  another  part  of  the  State. 

This  system  gives  too  much  authority  to  the  local  agency.  At  the 
present  time,  even  an  outside  agent  of  the  department  may  recom- 
mend a  denial  of  a  license,  regardless  of  the  fact  that  the  applicant 
has  operated  as  a  bona  fide  wholesaler  in  another  part  of  the  State. 

Conclusions:  The  department  agreed  with  this  proposal  in  princi- 
pal, but  disagreed  as  a  matter  of  practice,  since  Section  23958  requires 
a  thorough  investigation  of  each  application.  In  addition.  Section  23779 
requires  the  department  to  make  a  finding  whether  or  not  a  wholesaler 
applicant  intends  to  carry  on  a  bona  fide  wholesale  business. 

PROPOSAL   7 
Amendment  to  Section  25658  of  the  Alcoholic  Beverage  Control  Act 

25G58.  Sales  to  Minors,  (a)  Every  person  who  sells,  furnishes, 
gives,  or  causes  to  be  sold,  furnished,  or  given  away,  any  alcoholic 
beverage  to  any  person  under  the  age  of  21  years  is  guilty  of  a  misde- 
meanor. 

No  off-sale  licensee  shall,  in  the  absence  of  a  plea,  verdict  or  judg- 
ment of  guilty  of  such  misdemeanor,  have  his  off-sale  license  revoked 
or  suspended  for  violation  of  this  subsection  unless  such  fact  of  viola- 
tion shall  he  proven  by  evidence  sufficient  to  indicate  such  facts  beyond 
a  reasonable  doubt. 

(b)  Any  person  under  the  age  of  21  years  who  purchases  any  alco- 
holic beverage,  or  any  person  under  the  age  of  21  years  who  consumes 
any  alcoholic  beverage  in  any  on-sale  premises,  is  guilty  of  a  misde- 
meanor and  shall  be  punished  by  a  fine  of  not  less  than  one  hundred 
dollars  ($100). 

(c)  Any  on-sale  licensee  who  knowingly  permits  a  person  under  the 
age  of  21  years  to  consume  any  alcoholic  beverage  in  the  on-sale  prem- 
ises, whether  or  not  the  licensee  has  knowledge  that  the  person  is  under 
the  age  of  21  years,  is  guilty  of  a  misdemeanor. 

Conclusions:  Industry  representatives  generally  supported  the 
above  proposal.  The  department  feels,  however,  that  it  would  change 
the  entire  concept  of  administrative  law  as  opposed  to  criminal  law 
and  the  rules  of  evidence  under  which  each  operates.  Therefore,  the 
department  could  not  support  the  proposal. 

PROPOSAL   8 
Appearance  of  a  Minor 

It  is  suggested  that  the  law  be  amended  to  make  it  obligatory  upon 
a  hearing  officer  to  make  a  statement  that  the  minor  is  or  is  not  of 
mature  appearance  and  whether  or  not  any  reasonable  person  would 
take  him  to  be  over  21  years  of  age. 

Conclusions:  Industry  representatives  generally  supported  this 
proposal.   The  department  feels,   however,   that  the  problem  can  be 
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handled  administratively  withmit  tlie  necessity  for  a  legislative  amend- 
ment. 

PROPOSAL   9 
Excuses  Licensee  Who  Acts  in  Reasonable  Manner 

It  is  sugjresteti  that  lei;islation  be  passed  detlariug'  an,v  licensee  blame- 
less if  he  makes  a  sale  of  aleoholie  beveniijes  to  a  minor  who  is  so 
matuie  in  appearant-e  that  any  reasonable  person  wonld  have  taken 
him  to  be  over  21. 

Conclusions:  Indnstry  representatives  jrenerally  supported  this 
proposal.  The  department  feels,  however,  that  the  problem  can  be 
handled  administratively  without  the  necessity  for  a  leirislative  amend- 
ment. 

PROPOSAL    10 
Requires  Corroboration  of  Minor's  Testimony 

It  is  suggested  that  legislation  be  passed  to  prevent  any  hearing 
officer  from  taking  the  uncorroborated  testimony  of  a  minor  as  absolute 
truth. 

Contusions:  All  industry  representatives  supported  this  proposal. 
The  department,  however,  felt  that  it  should  be  drafted  in  bill  form  to 
see  if  other  problems  and  conflicts  in  laAv  might  be  encountered. 

PROPOSAL    11 
Restrict  OfF^Sale  Privilege 

It  is  suggested  that  the  law  be  amended  to  prohibit  off-sale  of  beer 
and  wine  by  manufacturers,  wholesalers  and  other  suppliers  and  by 
on-sale  licensees. 

Conclusions:  All  industry  representatives  supported  this  proposal. 
The  tlepartment,  however,  felt  that  it  should  be  drafted  in  bill  form  to 
see  if  other  problems  and  eont^icts  in  law  might  be  encountered. 

proposal  12 

Part  Onk 

Operation  During  a  Transfer  Period 

It  is  suggested  that  Section  24072.8  be  added  to  the  Business  and 
Professions  Code,  to  read: 

24072.3.  l*ursuant  to  the  tiling  of  an  application  to  transfer  a  license 
from  person  to  person  for  a  currently  licenseti  premises,  the  depart- 
ment may  issue  a  Transfer  Operation  Permit  to  the  transferee.  Such 
a  permit  shall  authorize  operation  for  a  ^vriod  of  45  days  subject  to 
the  authority  of  the  department  to  extend  this  period  a.nd  shall  be 
issued  for  the  sum  of  $25, 

The  current  or  past  record  of  an  applicant,  as  a  licensee,  shall  be 
considered  by  the  department  in  its  decision  as  to  the  issuance  of  such 
a  permit. 

Part  Two 

It  is  suggested  that  Section  2;^^78  of  the  Business  and  Professions 
Co<ie  be  amended,  to  read: 

2;i;>78.  Wholesaler.  Any  wholesaler's  license  authorizes  the  sale  of 
the  bevera^re  specified  in  the  license  only  to  persons  holding  licenses. 


COMMITTEE  REPORT   ON   ALCOHOLIC   BEVERAGE   INDUSTRY  87 

or  Transfer  Operation  Permits  issued  by  the  department  authorizing 
the  sale  of  the  alcoholic  beverage,  and  authorizes  the  exportation  of 
the  alcoliolic  beverage. 

Conclusions:  Although  the  majority  favored  this  proposal,  there 
were  some  conflicting  views.  The  department  will  attempt  to  incorpor- 
ate this  proposal  in  a  pending  rule  on  this  same  subject  and  thus  pre- 
clude the  necessity  for  a  new  statute. 

PROPOSAL   13 

Draft  of  Proposed  Legislation  Concerning  Sale  of  Alcoholic  Beverages  near 

Junior  Colleges,  Colleges,  Universities  and  Certain  Institutions. 

An  act  to  repeal  Sections  172,  172a,  1721,  172d,  arid  172.5  of 
the  Penal  Code,  and  to  add  Article  4  (commencing  at  Sec- 
tion 25640)  to  Chapter  16  of  the  Business  and  Professions 
Code,  relating  to  alcoholic  beverages. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Sections  172,  172a,  172b,  172d,  and  172.5  of 

2  the  Penal  Code  are  repealed. 

3  Sec.  2.     Article  4  is  added  to  Chapter  16  of  Division  9  of 

4  the  Business  and  Professions  Code,  to  read : 
5 

6  Article  4.     Sale  Within  Specified  Distances 

7  of  Certain  Institutions. 
8 

9         25640.     Every   person   who,    within    one-half    mile    of    the 

10  boundary  of  the  grounds  devoted  to  campus  purposes  of  any 

11  established  junior  college  or  state  college  or  any  established 

12  university  having  an  enrollment  of  more  than  1,000  students, 

13  more  than  500  of  whom  reside  on  the  university  campus,  as 

14  such  boundary  is  established  at  the  effective  date  of  this  sec- 

15  tion,  sells,  gives  away  or  exposes  for  sale  any  alcoholic  bever- 

16  age  containing  more  than  4  percent  of  alcohol  by  weight, 

17  is  guilty  of  a  misdemeanor.   The  provisions  of  this  section 

18  shall  not  apply  to  the  sale,  giving  away,  exposing  for  sale  or 

19  serving  of  alcoholic  beverages  by  any  licensee  in  any  premises 

20  for  which  a  license  is  issued  and  in  effect  upon  the  effective 

21  date  of  this  section,  and  do  not  prohibit  the  transfer  of  any 

22  such  alcoholic  beverage  license  within  the  prescribed  area. 

23  Distances  provided  in  this  section  shall  be  measured  not  by 

24  air  line  but  by  following  the  shortest  road  or  roads  from  the 

25  nearest  door  of  the  premises  in  question  to  the  nearest  point 

26  of  the  campus  boundary  in  question. 

27  25641.     Every  person  who,  within  one-half  mile  of  the  land 

28  belonging  to  this  State  upon  which  any  state  prison,  or  within 

29  1,900  feet  of  the  land  belonging  to  this  State  upon  which  any 

30  reformatory,  is  situated,  or  within  one  and  one-half  miles  of 

31  the  exterior  limits  of  the  land  on  which  is  located  the  Veterans* 

32  Home  at  Yountville,  Napa  County,  California,  or  within  one 

33  and  one-half  miles  of  any  building  actually  occupied  as  a  home, 

34  retreat,  or  asylum  for  former  military  personnel  of  the  armed 
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Mr.  James  D.  Garibaldi,  California  Beverage  Distributors  Association. 

Mr.  Robert  Riley,  Executive  Vice  President,  Southern  California  Res- 
taurant Association. 

Mr.  Frank  Silva,  California  Federated  Institute. 

Mr.  S.  Duke  Molner,  United  Wholesale  Liquor  Dealers  Association  of 
California. 

July  21,  1958 

W.  D.  Hadeler,  Executive  Secretary,  California  Grocers  Association. 

David  Rubenstein,  Attorney,  California  State  Restaurant  Association. 

Gerry  E.  Dudley,  California  Beverage  Industry  Council. 

H,  L.  Tarnoff,  Legislative  Advocate,  California  Retail  Liquor  Dealers 
Association. 

Sante  Quattrin,  Secretary,  California  Beverage  Distributors  Associ- 
ation. 

Wesley  Mart,  Tavern  Owners  of  Alameda  County. 

Paul  Ilandlery,  Vice  President  and  General  Manager,  Handlery  Hotels, 
and  Director  of  the  State  Hotel  Association. 

James  E.  Woolsey,  Schenley  Industries,  Inc. 

Boyd  Weiss,  Solvang  Inn. 

Ben  Parkinson,  Attorney,  California  Beverage  Retailers  Association. 

Duke  Molner,  President,  United  AVholesale  Liquor  Dealers  Association 
of  California. 

Frank  A.  Silva,  President,  California  Federated  Institute. 

Mario  Perelli-Minetti,  General    Manager,  California  Wine  Association. 

Alfred  Whitaker,  Secretary,  California  Beverage  Retailers  Association. 

August  14  and  15,  1958 

A  large  group  interested  in  S.B.  1668  was  present,  including : 
John  A.  Flores 
Ernesto  E.  Cota 
Roberto  Estudillo 
Frank  X.  Paz 
Frank  Solis 
Lt.  Governor  of  Baja  California 

EXHIBIT  J 

INDIVIDUALS   ADDRESSING   COMMUNICATIONS   TO   THE   COMMITTEE: 

Harold  W.  Wright,  Los  Angeles  Chamber  of  Commerce. 

Robert  M.  Riley,  Secretary,  California  State  Restaurant  Association. 

Jerry  Culver,  President,  Imperial  County  Liquor  Dealers  Association. 

Robert  L.  Black,  President,  San  Diego  Chamber  of  Commerce, 

H.  L.  Tarnoff,  Executive  Secretary,  Southern  California  Retail  Liquor 
Dealers  Association. 

Charles  C.  Quitman,  Legislative  Representative,  Liquor  Stores  &  Tav- 
erns Association. 

Miss  D.  Dauforth,  Office  Manager,  San  Diego  Tavern  &  Restaurant 
Association. 

A.  A.  Whitaker,  Executive  Secretary,  California  Beverage  Retailers 
Association. 

D.  Jay  Smith,  President,  California  Tavern  Association. 

Edward  A.  Lamb,  President,  Santa  Barbara  Restaurant  Association. 
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Boyd  C.  Wyse,  The  Solvaiig  Inn. 

Harold  J.  Smith,  Prosidont,  Hotel  Carrillo,  Santa  Barbara. 

Emilio  J.  Lagomarsino,  Ventura. 

Richard  P.  Gibbons,  Secretary-Treasurer,  Teamsters  Local  898,  El 
Centro. 

John  A.  Flores,  Legislative  Representative,  Good  Neighbor  Policy  Com- 
mittee of  California  and  Baja  California. 

Lyn  Palmer,  San  Diego. 

William  B.  Johnston,  San  Diego. 

Ronald  R.  Griffith,  San  Diego. 

William  F.  Hardy,  Jr.,  San  Diego. 

Wenche  &  Hugh  Risoe,  San  Carlos. 

Clarence  C.  Kott,  Executive  Secretary,  Temperance  Department,  South- 
ern California  Conference  of  Seventh-Day  Adventists. 

Gilford  G.  Rowland,  Attorney  at  Law,  Sacramento. 

George  W.  Ososke,  Executive  Secretary,  California  Brewers  Association. 

Commander  William  P.  Fogarty,  Veterans  of  Foreign  Wars  of  the 
United  States,  Lone  Pine. 

Joseph  Timoner,  Joe's  Liquor  Store,  Los  Angeles. 

Chief  of  Police  Wyatt  D.  Briggs,  El  Centro. 

Sherilf-Coroner  Herbert  Hughes,  Imperial  County. 

Judge  James  E.  Marable,  El  Centro  Judicial  District. 

Mrs.  Marguerite  Swerdfeger,  Probation  Officer,  Imperial  County. 

Hugh  L.  Keating,  Constable  and  Judge-elect  of  El  Centro  Judicial 
District. 

Captain  J.  Herring,  Holtville  Police  Department. 

Jas.  A.  Farramt,  Pleasant  Hill. 

W.  D.  Hadeler,  Executive  Secretary,  California  Grocers  Association. 

Manual  M.  Dominguez,  President,  and  G.  F.  Allen,  Secretary-Treasurer, 
El  Centro  Hotel  and  Restaurant  Employees  and  Bartenders  Inter- 
national Union. 

Jas.  E.  Woolsey,  Vice  President,  Schenley  Industries,  Inc. 

Ignacio  Zunzunegui,  Presidente,  and  Artemo  de  la  Vega,  Secretario, 
Carma  Nacional  de  Comercio  de  Ciudad  Juarez. 

Assemblywoman  Pauline  Ij.  Davis  with  letter  from  Henry  Clineschmidt 
of  Redding. 

Telegrams  from  : 

Delano  Growers  Co-operative  Winery,  W.  L.  Kiggens. 

Delano  Growers  Co-operative  Winery,  Jack  Pandol,  President ;  Marko 
Zaninovich,  President ;  George  Caratan,  Secretary-Treasurer ;  Direc- 
tors George  Zaninovich,  W.  L.  Kiggens,  M.  J.  Gutinich  and  Jack 
Radovich. 

A.  Setrakian,  President,  California  Growers  Wineries. 

A.  Perelli-Minetti  and  Sons,  Delano. 

N.  H.  Gordon,  President,  California  Wine  Association,  Lodi. 

Directors  of  the  San  Diego  and  Imperial  Counties  Retail  Liquor  Stores 
Association. 
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SUMMARY  OF  AD  VALOREM  PROPERTY  TAX 


Common  property 


Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

Primary 

Secondary 

Intracounty  (or 

intra-assessment 

district) 

Intercounty  (or 

interassessment 

district) 

Alabama 

Co.  Assessor  and  City 
Assessor  (optional) 

Co.  Assessor 

Co.  Assessor 

Co.  Assessor  and 
City  Assessor 
(optional) 

Co.  Assessor 

Town  Appraisers 

Co.  Board  of  Assess- 
ment 

Finance  Officer 

Co.  Assessor  and 
City  (or  Town) 
Assessor 

County: 

1st:  Tax  Commis- 
sioner (or  Receiver) 
2d:  Board  of  Tax 

Assessors  and 
City:  Assessors 
(optional) 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (appointed) 

Co.  Board  of  Equal- 
ization (Board  of 
Supervisors) 

Co.  Equalization 
Board  (appointed) 

Co.  Board  of  Equal- 
ization (Board  of 
(Supervisors)  and 
City  Board  of 
Equalization  (City 
Council) 

Co.  Board  of  Equal- 
ization (Board  of 
Supervisors) 

Town  Board  of  Tax 
Review  (elected) 

Co.  Board  of  Assess- 
ment 

Real :  Board  of 
Equalization  and 
Revenue  (Finance 
officer  and  two 
more  appointed 
from  his  staff) 

Personal:  D.  C.  Tax 
Court 

Co.  Board  of  Equal- 
ization (Board  of 
Supervisors)  and 
City  Board  of 
Equalization 
(Special  Act) 

County:  Board  of 

Tax  Assessors 
City:  Board  of  Tax 

Assessors 

Co.  Board  of  Equal- 
ization (Co.  Com- 
sioners) 

Circuit  Court 

State  Board  of 
Equalization 

Co.  Court 

1st:  Co.  Board  of 

Equalization 
2d:  State  Dept.  of 

Revenue 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization 
(State  Tax  Com- 
mission) 

1st:  Co.  Equalization 

Board 
2d:  State  Assessment 

(^o-ordinating 

Dept. 

State  Dept.  of  Rev- 
enue 

State  Board  of  Equal- 

ization (State  Tax 
Commission) 

California . 

Co-ordinating 
Dept. 

State  Board  of 

Colorado 

Connecticut 

District  Court  or 
State  Tax  Com- 
mission 

Superior  Court 

Superior  Court 

Court  of  Appeals  of 
District  of  Co- 
lumbia 

Co.  Board  of  Equal- 
and  State  Tax 
Commission 

Town  Board  of  Tax 
Review 

None 

Co.  Board  of  Equal- 
ization and  City 
Board  of  Equali- 
zation 

1st:  Co.  Board  of 
Tax  Assessors 

2d:  State  Revenue 
Commissioner 

1st:  Co.  Board  of 
Equalization 

2d:  State  Tax  Com- 
mission 

Equalization 

1st:  State  Tax 

Commission 
2d:  State  Board  of 

Equalization 

State  Tax  Commis- 
sioner 

None 

District  of  Colum- 
bia 

Florida 

None 

Arbitrators 

Board  of  Tax 
Appeals 

1st:  State  Tax 
Commission 

2d:  State  Courts 
(District  to 
Supreme) 

State  Revenue  Com- 

Idaho  

missioner 

State  Tax  Commis- 
sion 
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Utility  and  railroad  property  (generally  state  assessed) 

Government 

Equalization 
authority 

Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

assessing 

non- 
operating 

actually 
being  used 

Primary 

Secondary 

property 
of  utilities 

Department  of  Revenue 

State  Department  of  Rev- 

Circuit Court 

State 

enue 

State  Tax  Commission 

State  Board  of 
Equalization 

Yea 

State  Assessment 
Co-ordinating 
Department 

State  Assessment 
Co-ordinating 
Department 

1st:  Public  Service 

Commission  (utilities) 

or  Commerce 

Commission  (carriers) 
2d:  Pulaski  Co.  Circuit 

Court 

State 
Assessment 
Co-Ordinating 
Department 

Local 

Yes 

State  Board  of  Equaliza- 
tion 

State  Board  of  Equaliza- 
tion 

State 

Yes 

State  Tax  Commission 

State  Tax  Commission 

District  Court 

State 

(Gross  receipts  in  lieu  tax 
or  local  assessment) 

Real:  Co.  Board  of 

Assessors 
Personal:  In  lieu 

Only  one  governmental 
level 

No 

Railroad  Assessment 
Board 

Railroad  Assessment 
Board 

Circuit  Court 

Railroad 

Assessment 
Board 

Local 

No 

State  Revenue 
Commissioner 

Arbitrators 

Superior  Court 

State 

Yes  (1957 

State  Tax  Commission 

State  Courts  (District  to 
Supreme) 

State  Tax 
Commission 

Legis.) 

2— L-40S6 
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Common  property 


Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

Primary 

Secondary 

Intracounty  (or 

intra-assessment 

district) 

Intercounty  (or 

interassessment 

district) 

Township  Cos.: 
Township  Assessor 
and  Co.  Supervisor 
of  Assessments 
(optional) 

Non  Township  Cos.: 
Treasurer  or  Co. 
Assessor 

Cook  Co.:  Assessor 

St.  Clair  Co.: 
Board  of  Assessors 

Township  assessor 
(Supervision  by 
Co.  Assessor) 

Co.  Assessor  or  City 
(over  10,000  pop.) 
Assessor 

1st:  Deputy  Assessor 
of  City  or  Town- 
ship (original  as- 
sessment) 
2d:  Co.  Assessor 

Co.  Tax  Commis- 
sioner and  City 
Assessor  (optional) 

Parish  Assessor  (ex- 
cept Orleans  Board 
of  Assessors)  Sub- 
ject to  adoption 
by  State  Tax  Com- 
mission 

Town,  City  or  Plan- 
tation Board  of 
Assessors 

Board  of  Co.  Com- 
missioners or  Balti- 
more Dept.  of 
Assessments 

City  or  Town  Board 
of  Assessors 

Co.  Board  of  Review 
(Chairman  Board 
of  Supervisors  and 
two  Appointed  or 
Board  of  Super- 
visors) 

Co.  Assessor 

Board  of  Review 
(elected) 

Co.  Board  of  Review 
(3  ex  officio,  2 
appointed) 

Co.  Board  of  Review 
(Appointed)  or 
City  Board  of 
Review  (ap- 
pointed) 

Co.  Board  of  Equal- 
ization (Board  of 
Co.  Commission- 
ers) 

Co.  Board  of  Super- 
visors of  Tax  (Ap- 
pointed) and  City 
Board  of  Equali- 
zation (if  city  as- 
sessment) 

Appeal  is  from  state 
roll  after  review 
and  equalization 
to 

1st:  Parish  Board  of 
Reviewers 

2d:  State  Tax  Com- 
mission (except 
Orleans  appeal 
from  local  roll  be- 
fore equalization) 

Town,  City  or  Plan- 
tation Board  of 
Assessors 

Board  of  Co.  Com- 
missioners or  Balti- 
more Appeal  Tax 
Court 

City  or  Town  Board 
of  Assessors 

Co.  Board  of  Review 

Board  of  Appeals 
Co.  Board  of  Review 

1st:  Co.  Board  of 

Review 
2d:  Stat«  Board  of 

Tax  Commissioners 

State  Tax  Commis- 
sion as  State 
Board  of  Review 

1st:  Co.  Board  of 

Equalization 
2d:  State  Board  of 

Tax  Appeals 

Kentucky  Tax  Com- 
mission 

State  Tax  Commis- 
sion 

State  Tax  Assessor 
and  State  Board 
of  Equalization 

State  Tax  Commis- 
sion 

State  Dept.  of  Rev- 

Board of  Appeals 
(elected) 

enue 

State  Board  of  Tax 
Commissioners 

District  Court 

State  Board  of  Tax 
Appeals 

1st:  Kentucky  Tax 

Commission 
2d:  Circuit  Court 

Appeal  from  Board 
of  Reviewers  or 
State  Tax  Com- 
mission to  District 
Court  on  state 
roU 

Co.  Commissioners 
and/or  Superior 
Court  (may  use 
State  Tax  Assessor 
or  a  Commissioner 
to  determine  facts) 

State  Tax  Commis- 
sion 

Board  of  Co.  Com- 
missioners and/or 
Appellate  Tax 
Board  then  Sup- 
erior Judicial  Court 
(if  not  waived) 

State  Board  of  Tax 

Commissioners 
State  Tax  Commis- 

sion 
State  Board  of  Tax 

Appeals  using 
studies  of  Dept. 
of  Property  Tax 

Kentucky  Tax  Com- 

mission 
State  Tax  Commis- 

sion 

1 

State  Tax  Assessor 

and  State  Board 
of  Equalization 

State  Tax  Conunis- 

sion 

1 

I 


JOINT    COMMITTEE    REPORT    ON    ASSESSMENT    PRACTICES 

ASSESSMENT  ORGANIZATION  BY  STATES,   1958-Continued 


Utility  and  railroad  property  (generally  state  assessed) 

Equalization 
authority 

Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

assessing 
non- 

actually 
being  used 

Primary 

Secondary 

property 
of  utilities 

Yes 

State  Department  of 
Revenue  (only  Railroad 
and  private  cars) 

State  Department  of 
Revenue 

Circuit  Court  and 
Supreme  Court 

Yes 

State  Board  of  Tax 
Commissioners 

State  Board  of  Tax 
Commissioners 

State  Board  of 
Tax 
Commissioners 

Yes 

State  Tax  Commission 

State  Tax  Commission 

District  Court 

State  Tax 
Commission 

Local 

Yes 

Department  of  Property 
Valuation 

State  Board  of  Tax 
Appeals 

State  Board  of 
Tax 
Appeals 

Yes 

Kentucky  Tax  Commission 

Kentucky  Tax  Commission 

Franklin  County  Circuit 
Court 

State 

State  Tax  Court 

State 
Local 

Yes 

Some  utilities: 

(a)  Real-Local 

(b)  Personal-In  lieu 
Others:  Local 

Yes 

State  Tax  Commission 

State  Tax  Commission 

Circuit  Court 

(a)  Real- 
Local 

(b)  Personal- 
State 

(a)  Real-Local 

(b)  Personal-State  Commis- 
sioner of  Corporations 
and  Taxation 

(a)  Real-see  Local 

(b)  Personal-State  Corpo- 
ration and  Taxation 
Commission 

Appellate  Tax  Board 

(a)  Real- 
Local 

(b)  Personal 
(1)  State- 

(1)  Special  assessment  of 
certain  special  properties 
of  railroad,  telephone  and 
telegraph 

(2)  Other  utilities.  All 
tangibles  not  locally  taxed 

in  lieu  or 
(2)  Stat* 
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Common  property 


Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

Primary 

Secondary 

Intracounty  (or 

intra-assessment 

district) 

Intercounty  (or 

interassessment 

district) 

Township  or  Ward 

(city)  Supervisor 
or  City  Assessor 
and  Village 
Assessor 

Township,  City  or 
Village  Board  of 
Review  (combined 
ex  officio  and 
elected) 

State  Tax  Commis- 
sion 

Co.  Board  of  Super- 
visors 

Equalization  on 
recommendation 
of  State  Tax  Com- 
mission 

Minnesota.- - 

Town,  City  or  Village 
Assessor  and  Co. 
Assessor  (where 
exists) 

Township,  City  or 
Village  Board  of 
Review  (Govern- 
ing Board  ex 
officio) 

1st:  Co.  Board  Equal- 
ization (Commis- 
sioners and  audi- 
tor) 

2d:  State  Commis- 
sioner of  Taxation 

3d:  State  Board  of 
Tax  Appeals 

4th:  Supreme  Court 

1st:  Co.  Board  of 
Equalization 

2d:  State  Commis- 
sioner of  Taxation 

State  Commissioner 
of  Taxation  as 
State  Board  of 
Equalization 

Mississippi 

Co.  Tax  Assessor 
and  City  Assessor 
(optional) 

Co.  Board  of  Super- 
visors and  city 
governing  board 

Circuit  Court 

1st:  Co.  Board  of 
Supervisors 

2d:  State  Tax  Com- 
mission 

State  Tax  Com- 
mission 

Co.  or  Township 
(few)  or  Co.  with 
City  (optional) 
Assessor 

Co.  Board  of  Equali- 
zation (Governing 
Board  of  Co.  ex 
officio  officers  and 
represenatives  of 
local  jurisdictions) 

State  Tax  Commis- 
sion 

1st:  State  Tax  Com- 
mission 

2d:  Co.  Board  of 
Equalization 

sion 

Co.  Assessor 

Co.  Board  of  EquaU- 
zation  (Board  of 
Co.  Commis- 
sioners) 

State  Board  of 
Equalization 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization 

State  Board  of 

Equalization 

Nebraska 

Co.  Assessor  and 
Lincoln  City  Tax 
Commissioner 

Co.  Board  of  Equali- 
zation (Co.  Board, 
assessor  and  clerk) 
Lincoln  City 
Council 

District  Court 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization  and 
Assessment 

State  Board  of 
Equalization  and 
Assessment 

Co.  Assessor 

Co.  Board  of  Equali- 
zation (Co.  Com- 
missioners plus  2 
appointed  by  Co., 
School  District, 
and  City  Councils) 

1st:  State  Board  of 
Equalization 
(State  Tax  Com- 
mission) 

2d:  District  Court 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization 

State  Tax  Comrais- 

mission  and  State 
Board  of  Equali- 
zation 

New  Hampshire... 

Town  Board  of 
Selectmen  and 
Town  Assessors  or 
City  Board  of 
Assessors  or  un- 
incorporated and 
unorganized  places 
—State  Tax  Com- 
mission 

Assessing  Officers 

State  Tax  Commis- 
sion and/or  Su- 
perior Court 

State  Tax  Commis- 
sion 

State  Tax  Commis- 
sion 

New  Jersey 

Local  Assessor  in 
local  taxing  district 
(various  names,  no 
overlapping) 

Co.  Board  of  Tax- 
ation (appointed 
by  Governor  with 
Senate  approval) 

1st:  State  Division 

of  Tax  Appeals 
2d:  Superior  Court 

Co.  Board  of  Tax- 
ation 

State  Division  of 
Taxation 

I 


I 
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Utility  and  railroad  property  (generally  state  assessed) 

Government 

Equalization 
authority 

Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

assessmg 

non- 
operating 

actually 
being  used 

Primary 

Secondary 

property 
of  utilities 

Yes 

State  Board  of  Assessors 
(State  Tax  Commission 
and  Governor) 

State  Board  of  Assessors 

(a)  Real- 

Local 
(b)  Personal- 
State 

Yes 

State  Commissioner  of  Tax- 
ation (selected  utilities) 

State  Commissioner  of  Tax- 
ation 

1st:  State  Board  of  Tax 

Appeals 
2d:  Supreme  Court 

State  Commis- 
sioner of  tax- 
ation and 
State  Board 
of  Equaliza- 
tion (locally 
assessed) 

Local 

State  Tax  Commission 

State  Tax  Commission 

- 

Yes 

State  Tax  Commission 

State  Tax  Commission 

State  Tax 
Commission 

No 

State  Board  of  Equalization. 

State  Board  of  Equalization. 

Local 

Yes 

State  Board  of  Equaliza- 
tion and  Assessment  (ex- 
cept airlines-State  Tax 
Commissioner) 

Valuation: 
Railroad-State  Board  of 
Equalization  and  Assess- 
ment 

Other  Utilities. 
District  Court 

Equalization: 
Supreme  Court 

Supreme  Court 
Supreme  Court 

State  Board  of 
Equalization 
and  Assess- 
ment (ter- 
minal property 
inter-city 
equities  only) 

Railroad, 
private 
cars,  non- 
resident 
bus  and 
truck  air- 
lines- 
Local 

Others- 
State 
(franchise) 

Yes 

State  Tax  Commission 

State  Tax  Commission 

1st:  State  Board  of  Equal- 
ization (some  cases  pre- 
ceded by  Co.  Board  of 
Equalization) 

2d:  District  Court 

State  Tax  Com- 
mission and 
State  Board 
of  Equaliza- 
tion 

State 

Yes 

State  Tax  Commission 

State  Tax  Commission 

Superior  Court 

State  Tax  Com- 
mission 

Local 

Yes 

Railroad  and  Sleeping  Car: 
State  Division  of  Taxa- 
tion 

Other  utility: 
Real-Local 
Personal-In  lieu 

Division  of  Tax  Appeals 

Superior  Court 

Local 
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Common  property 


Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

Primary 

Secondary 

Intracounty  (or 

intra-assessment 

district) 

Intercounty  (or 

interassessment 

district) 

New  Mexico 

Co.  Assessor 

Co.  Board  of  Equali- 
zation (Co.  Com- 
missioners) or 
State  Tax  Com- 
mission 

1st:  State  Tax  Com- 
missioner 
2d:  District  Court 

1st:  Co.  Board  of 
Equalization  with 
recommendation 
of  Co.  Board  of 
Appraisers  (op- 
tional) 

2d:  State  Tax  Com- 
mission 

State  Tax  Commis- 
sion 

New  York .._ 

.^sessors  of  City  or 
Town  and  Incor- 
porated ^'illages 
and  some  local  tax 
districts 

Board  of  Assessments 
of  local  tax  district 

Supreme  Court 

Co.  Board  of  Super- 
visors 

State  Board  of 
Equalization  and 
Assessment 

North  Carolina.*. 

Co.  Tax  Supervisor 

Co.  Board  of  Equal- 
ization and  Review 
(Co.  Commis- 
sioners) 

State  Board  of 
Assessment 

State  Board  of 
Assessment 

State  Board  of 
Assessment 

North  Dakota 

Assessor  of  organized 
Townships,  Village, 
City  or  Assessor 
Districts  of  un- 
organized territory 

Board  of  Equaliza- 
tion   of   assessing 
district  (governing 
board) 

District  Court 

1st:  Board  of  Co. 

Commissioners 
2d-  State  Board  of 

Equalization 

State  Board  of 
EquaUzation 

Ohio 

County  Auditor 

County  Board  of 
Revision 

State  Board  of  Tax 
Appeals  or  Court 
of  Common  Pleas 

State  Board  of  Tax 
Appeals 

State  Board  of  Tax 

Appeals 

Oklahoma 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (appointed) 

District  Court 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization  on 
findings   of  State 
Tax  Commission 

State  Board  of 
Equalization 

Oregon 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (appointed) 

1st:  State  Tax 
commission 
2d:  Circuit  Court 
3d:  Supreme  Coirt 

1st:  Co.  Board  of 
Equalization 

2d:  State  Tax 
Commission  (as 
State  Board  of 
Equalization) 

sion  (as  State 
Board  of  Equal- 
ization) 

Pennsylvania 

Assessors  of  City, 
Borough  or  Town- 
ship and  Co.  Board 
of  assessment  and 
Revision  in  larger 
counties 

Co.  Board  of  Assess- 
ment and  Revision 

1st:  Court  of  Com- 
mon Pleas 

2d:  Superior  or 
Supreme  Court 

Co.  Board  of  Assess- 
ment and  revision 

State  Tax  Equal- 
ization Board 
(hmited) 

Rhode  Island 

Town  or  City  Board 
of  Assessors 

Town  or  City  Board 
of  Assessors 

Superior  Court 

State  Board  of  Tax 
Equalization 

State  Board  of  Tax 
Equalization 

South  Carolina 

Boards  of  Assessors 
of  Township,  in- 
corporated City 
or  Town:  special 
provision  others 
(State  appointed) 

Co.  Board  of  Equal- 
zation  (ex  officio) 

1st:  State  Tax  Com- 
mission 

2d:  State  Tax  Board 
of  Review 

1st:  Co.  Board  of 
Equalization  (ex 
officio) 

2d:  State  Tax  Com- 
mission 

State  Tax  Commis- 
sion 

South  Dakota 

Co.  Director  of 
Equalization 

Co.  Board  of  Equal- 
ization (Co.  Com- 
missioners and  Co. 
Auditor) 

State  Board  of 
EquaUzation  or 
Circuit  Court 

Co.  Board  of  Equal- 
ization 

State  Board  of 
Equalization 

Co.  Assessor 

Co.  Board  of  Equal- 
ization 
(appointed) 

State  Board  of 
Equalization 

1st:  Co.  Board  of 

Equalization 
2nd:  State  Board  of 

Equalization 

State  Board  of 
Equalization 
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Utility  and  railroad  property  (generally  state  assessed) 

Government 

Equalization 
authority 

Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

assessmg 

non- 
operating 

actually 
being  used 

Primary 

Secondary 

property 
of  utilities 

Yes 

State  Tax  Commission 

State  Tax  Commission 

District  Court 

Local 

Yes 

State  Board  of  Equalization 
and  Assessment 

State  Board  of  Equalization 
and  Assessment 

Supreme  Court 

State  Board  of 
Equalization 
and  Assess- 
ment 

Local 

No 

State  Board  of  Assessment 

State  Board  of  Assessment 

State  Board  of 
Assessment 

State  and 

Local 

No 

State  Board  of  Equalization 
(State  Tax  Commissioner 
assessing  officer) 

State  Board  of  Equalization 

District  Court  Burleigh  Co. 

Local 

Yes 

State  Tax  Commissioner 

State  Board  of  Tax  Appeals 

State  Supreme  Court 

State 

No 

State  Board  of  Equaliza- 
tion on  valuations  deter- 
mined _b5'_  State  Tax 
Commission 

State  Board  of  Equaliza- 
tion 

Supreme  Court 

State 

Yes 
Yes 

State  Tax  Commission 

Exempt 

State  Tax  Commission 

1st:  Circuit  Court 
2d:  Supreme  Court 

State  Tax 
Commission 

Local 
Local 

Local 

State  Tax  Commission 

State  Tax  Board  of  Review 

State  Tax 
Commission 

Yes 

State  Commissioner  of 
Revenue 

State  Board  of  Equaliza- 
tion 

Circuit  Court 

State  Board  of 
Equalization 

Local 

State  Public  Service  Com- 
mission 

State  Public  Service  Com- 
mission 

State  Board  of  Equaliza- 
tion 

State  Board  of 
Equalization 

State 
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Common  property 


Assessing  agency 
or  officer 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

Primary 

Secondary 

Intracounty  (or 

intra-assessment 

district) 

Intercounty  (or 

interassessment 

district) 

Texas 

Co.  and  City  and 
School  (and  other 
special  districts) 
Assessors 

Co.  Board  of  Equal- 
ization (Commis- 
sioners Court)  and 
City  and  District 
Board  of  Equal- 
ization (governing 
board  or  appointed) 

Local  Board  of 
Equalization 

None 

Utah 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (Board  of 
Co.  Commis- 

State Tax  Commis- 
sion 

1st:  Co.  Board  of 

Equalization 
2d:  State  Tax  Com- 

State Tax  Commis- 

sion 

sioners) 

mission 

Town  or  City 
Listers  or  in  un- 
organized towns 
Appraisers 

1st:  Listers  and  Ap- 
praisers 

2d:  Town  Board  of 
Civil  Authority  or 
City  Board  for 
Abatement  of  Tax 

State  Commissioner 
of  taxes  referred 
to  Co.  Board  of 
Appraisers  (State 
appointed) 

None 

None 

Virginia 

Assessment  (annual) 
Co.  or  City  Com- 
missioner of  Reve- 
nue or  other  real 
property  assess- 
ment agency  Re- 
assessment (4-6 
years)  Co.  or  City 
Reassssment  Board 

1st:  Commissioner 
of  Revenue  (or 
Assessing  Agency) 

2d:  Co.  Board  of 
Equalization 
(appointed) 

Circuit  Court  of  Co. 
or  City  Court  of 
Record  (optional) 

Co.  Board  of  Equal- 
ization (appointed) 

None 

Washington 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (Co.  (Com- 
missioners with 
representative  of 
city  council) 

State  Tax  Commis- 
sioner 

Co.  Board  of  Equal- 
ization 

State  Tax  Commis- 
sion acting  as 
State  Board  of 
Equalization 

West  Virginia 

Co.  Assessor 

Co.  Court 

Circuit  Court 

Co.  Court 

State  Tax  Commis- 
sioner 

Town,  City,  or 
Village  Assessor 

Local  Board  of  Re- 
view (some  ex  of- 
ficio) 

State  Department  of 
Taxation  or  Cir- 
cuit Court 

Co.  Board  of  Super- 
visors 

State  Department  of 

Taxation 

Co.  Assessor 

Co.  Board  of  Equal- 
ization 

1st:  State  Board  of 

Equalization 
2d:  District  Court 

1st:  Co.  Board  of 

Equalization 
2nd:  State  Board  of 

Equalization 

State  Board  of 

Equalization 
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Equalization 

authority 

actually 

I  being  used 


Utility  and  railroad  property  (generally  state  assessed) 


Assessing  agency 
or  officer 


Appellate  agency  or  officer 


Primary 


Secondary 


Equalization 

agency  or 

officer 


Government 
assessing 
non- 
operating 
property 
of  utilities 


Yes 


iYefl 


Yes 


No 


Intangibles: 
State  Tax  Board 
Others:  See  local 


State  Tax  Commission 


State  Cormnissioner  of 


State  Corporation  Com- 
mission 


State  Tax  Commission 


State  Board  of  Public 
Works  on  report  of  State 
Tax  Commissioner 

State  Department  of 
Taxation 


State  Board  of  Equaliz- 
tion 


Intangibles: 
State  Tax  Board 
Others:  See  local 


State  Tax  Commission 


State  Board  of  Appeal 


State  Corporation  Com- 
mission and/or  Circuit 
Court  Co.  of  Richmond 


State  Tax  Commission 


State  Board  of  Public 
Works 


State  Department  of 
Taxation 


State  Board  of  Equaliza- 
tion 


Supreme  Court 


Intangibles: 
State  Tax 

Board 
Others:  See 

local 


State  Board  of  Equaliza- 
tion 


1st:  Circuit  Court 
2d:  Court  of  Appeals 


1st:  Board  of  Tax  Appeals 
(not  on  equalization) 

2d:  Circuit  Court,  Dane 
Co. 

District  Court 


State  Board  of 
Equalization 


State  Departs 
ment  of  tax- 
ation 


Local 


State 


Local 


State 


Local 


Local 


Local 


State  (ex- 
cept 

Railroad 
local) 


SUMMARY  OF  AD  VALOREM  PROPERTY  TAX 

ASSESSMENT  ORGANIZATION  BY 

STATES,  1958 

The  purpose  of  this  table  is  to  sliow  a  summary  of  ad  valorem  prop- 
erty tax  assessment  organization  by  states.  The  organization  for  locally 
assessed  property  generally  known  as  "common"  property  is  shown 
on  the  left.  On  the  right  is  the  organization  for  assessment  of  utility 
and  railroad  property.  The  column  on  the  far  right  indicates  whether 
nonoperating  property  of  utilities  is  included  in  the  local  or  state 
assessment  process. 

COMMON  PROPERTY 

The  major  role  in  the  administration  of  the  property  tax  has  been 
delegated  by  the  states  to  their  political  subdivisions.  The  property  tax 
has  been  all  but  surrendered  as  a  source  of  state  revenue  (1.4  percent 
of  1957  state  collections  although  30  percent  of  the  48  states  still  levy 
a  property  tax).^  In  most  states,  the  central  government  has  assumed 
some  supervisory  role ;  in  recent  years  this  has  been  accompanied  by 
efforts  to  improve  the  quality  of  the  local  assessment  and  various 
methods  are  being  used  to  control  local  assessors.  Property  tax  admin- 
istration is  primarily  a  function  of  some  political  subdivision (s)  of  the 
state  and  "common  property"  represents  the  majority  of  all  taxable 
property  in  the  United  States.  In  order  to  understand  California's 
assessment  problems  in  relation  to  assessment  problems  in  other  states 
it  is  of  primary  importance  to  become  acquainted  Avith  the  patterns  of 
local  organization  for  property  assessment. 

Assessing  Agency  or  Officer 

The  intent  here  has  been  to  show  "the  public  officer  or  agency  legally 
responsible  for  making  the  original  assessment  of  taxes  "  ^  in  an  assess- 
ment district  defined  as  "the  area  within  whose  boundaries  the  public 
officer  or  agency  legally  responsible  for  making  the  original  assessment 
of  taxes  his  jurisdiction. ' '  ^ 

There  are  two  types  of  assessing  divStricts  "primary"  and  "over- 
lapping." The  primary  local  assessment  district  is  defined  as  one  of  a 
group  of  similar  or  co-ordinate  government  units  which  are  contiguous 
and  which  together  occupy  the  whole  area  of  the  State.'*  Where  there  is 
more  than  one  type  of  primary  district,  this  has  been  shown  in  the 
table,  as  follows,  "Town,  city  or  village." 

An  overlapping  district  is  a  "  governmental  unit  which  is  authorized 
to  establish  an  assessing  agency  and  to  list  and  appraise  property  for 

^FTA  Newsletter,  January,  1958,  p.  1. 

2  Welch,  "As.'^e.ssment  Organization  and  Practice,"  p.  36. 

*  Welch,  op.  cit.,  p.  35. 

*  Welch,  op.  cit.,  p.  37. 
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its  own  tax  purposes  despite  the  faet  that  the  same  property  has  been 
listed  and  appraised  by  the  assessing  agency  of  a  primary  district."^ 
Where  there  are  overlapping  districts  in  a  state  this  is  shown  in  the 
table  as  "County  and  City  Assessor."  In  some  states  (e.g.  California) 
the  unit  has  the  "option"  of  setting  up  its  own  machinery  or  using  the 
primary  unit's  assessment;  in  other  states  (e.g.  Florida)  it  is  "manda- 
tory" for  the  cities  (or)   (other  district)  to  make  their  own  assessment. 

Appellate  Agency  or  Officer 

Due  process  of  law  gives  every  taxpayer  a  right  to  a  hearing  some 
time  before  the  assessment  becomes  irrevocably  fixed.  The  hearing  may 
be  before  the  original  assessment  agency,  before  a  separate  review 
agency,  local  or  state,  or  in  the  courts.  Although  the  same  agency  or 
officer  may  have  "appellate"  (or  "review")  and  "equalization"  func- 
tions, the  intent  has  been  to  list  as  "appellate"  agencies  or  officers 
those  that  may  make  changes  in  individual  assessments  and  in  the 
adjoining  column  as  "equalization"  agencies  or  officers  those  that  may 
make  "across-the-board"  increases  or  decreases  applying  to  a  class  of 
property  or  a  taxing  district.  The  administrative  review  functions  may 
include  classification,  tax  eligibility,  correcting  of  clerical  errors  and 
the  duty  of  raising  individual  assessments  when  they  are  found  to  be 
too  low,  or  lowering  individual  assessments  when  it  finds  they  are  too 
high.  The  agency  may  have  these  powers  on  their  own  motion  or  on 
appeal.  However,  in  this  table,  the  intent  has  been  to  show  the  agency 
or  officers  to  whom  the  property  owner  may  appeal  on  the  basis  that 
the  assessment  is  too  high. 

Listed  in  the  second  column  of  the  table  is  the  "primary  appellate 
agency"  and  in  the  third  column  any  "secondary  appellate  agency." 
An  attempt  has  been  made  to  show  whether  the  administrative  review 
agency  is  an  ex  officio,  appointed  or  elective  body.  If  the  appeal  process 
provides  alternate  avenues  for  the  taxpayers,  this  is  indicated  (Massa- 
chusetts:  Board  of  County  Commissioners  or  Appellate  Tax  Board). 

Judicial  review  of  the  assessment  exists  in  all  states  for  "legality." 
This  table  lists  the  court  as  a  secondary  "appeal"  agency  in  those 
states  in  which  the  taxpayer  is  specifically  given,  by  statute,  the  right 
of  appeal  from  the  administrative  process.  Not  all  these  courts  have 
taken  jurisdiction  over  "questions  of  value"  (assessments  alleged  to 
be  inaccurate  but  not  illegal).  The  courts  in  these  states  also  vary  in 
practice  when  the  facts  show  that  the  assessment  is  inaccurate;  some 
will  revalue  and  reassess ;  others  will  recommend  the  case  to  the  admin- 
istrative agency  for  relief,  after  having  weighed  the  evidence  and 
found  it  wanting.  While  it  can  be  said  that  the  boundary  between 
"legality"  and  "accuracy"  is  vague  and  changing,  at  the  present  time 
the  courts  are  not  an  effective  avenue  of  relief  for  the  average  property 
owner  on  an  appraisal  in  those  states  where  no  court  appeal  is  shown. 

' '  The  lecjality  of  a  property  tax  assessment  seldom  depends  on  the 
amount  for  which  the  property  is  appraised,  whereas  the  accuracy  of 
an  assessment  which  is  contested  in  the  courts  seldom  depends  on  any- 
thing other  than  the  appraisal. ' '  ^ 


E  Welch,  op.  cit.,  p.  39. 

8  Welch,  op.  cit.,  pp.  265-6. 
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Equaiizafion  Agency  or  Officer 

Column  4  and  column  5  list  the  agencies  or  officers  having  the  statu- 
torj'  power  to  e(iualize.  In  listing  these  agencies  which  may  raise  or 
lower  groups  of  properties,  those  where  jurisdiction  includes  groups 
of  properties  less  extensiA^e  than  the  county  (or  primary  assessment 
district  if  the  unit  is  not  the  county)  have  been  listed  in  column  4, 
The  local  agency  is  most  commonly  an  ex  officio  county  board  of  equali- 
zation. State  agencies  which  can  equalize  by  item  (on  own  motion),  by 
class  of  property,  or  between  assessing  districts  within  the  county  are 
shown  both  in  column  5  and  colunni  6.  State  agencies  which  do  not  have 
the  power  to  equalize  by  item  (on  own  motion),  by  class  of  property, 
and  which  are  limited  to  blanket  changes  in  the  total  county  roll  are 
shown  only  in  column  5  ' '  intercounty  equalization. ' '  The  actual  process 
of  equalization  used  by  the  state  agency  varies.  The  local  official  may 
be  directed  to  increase  the  assessed  valuation  of  each  property  in  the 
group  by  a  uniform  percentage.  In  other  states,  the  roll  remains  as 
equalized  at  the  local  level  and  ratios  are  used  for  extending  the  taxes 
for  certain  purposes  (state  taxes,  school  district,  welfare,  etc.).  In 
other  states,  an  indirect  equalization  takes  place  in  addition  to  this 
through  the  use  of  ratios  in  apportioning  state  aid  and  returning  state- 
assessed  property  to  the  local  rolls. 

Column  6  indicates  which  state  agencies  are  known  to  be  actually 
equalizing  either  directly  through  a  "state  equalized  roll"  or  indirectly 
through  trending  and  using  ratios.  Commerce  Clearing  House  reports, 
and  secondary  sources  such  as  Bethane  Jones  "From  the  State 
Capitols ' '  and  Mr.  Ronald  Welch,  Assistant  Secretary,  California  State 
Board  of  Equalization,  have  been  used  to  establish  current  activity. 
The  level  to  which  property  is  equalized  varies  from  state  to  state.  It 
may  be  equalized  to  full  value  (or  some  other  statutory  level  that  is 
less  than  full  value,  but  which  is  the  legal  basis  of  assessment)  or 
property  may  be  equalized  to  the  average  level  used  in  an  assessment 
district  or  a  state. 

UTILITY  AND  RAILROAD  PROPERTY  (GENERALLY  STATE  ASSESSED) 

The  state  may  serve  as  assessment  district  for  public  utility  prop- 
erties, intangibles,  mineral  and  enforced  properties,  motor  vehicles, 
personal  property  used  in  business,  publicly  owned  property,  industrial 
plants  and  distilled  liquors.  In  addition,  several  states  assign  values  to 
certain  classes  of  property  (New  Mexico,  Nevada,  Wyoming)  and  the 
local  assessor  enumerates  and  classifies  but  does  not  value.  This  table 
does  not  show  the  state  organization  for  assessment  of  anything  other 
than  public  utility  and  railroad  property.  This  was  the  first  large  class 
of  property  to  be  withdrawn  from  the  jurisdiction  of  local  assessors 
because  its  interdistrict  character  created  problems  of  appraisal 
and  offered  opportunities  for  interdistrict  equality.  (Usually,  but  not 
always,  the  centrally  assessed  property  is  returned  to  the  local  rolls  and 
is  taxed  at  local  rates.)  Not  only  is  there  no  pattern  as  to  what  utilities 
or  what  property  of  these  utilities  will  be  centrally  assessed  in  all 
states,  but  within  a  state  there  are  often  variations  between  utilities. 

Column  7  shows  the  state  agency  (or  agencies)  that  assesses  what- 
ever utility  property  is  centrally  assessed.  The  footnote  by  states  indi- 
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cates  composition  of  the  agency  and  the  utilities  covered.  See  also 
NAT  A  "Appraisal  of  Railroad  and  Other  Public  Utility  Property  for 
Ad  Valorem  Tax  Purposes"  (Report  of  the  Committee  on  Unit  Valua- 
tion, 1954),  appendix  table  A.2  p.  68.  #. 

As  with  locally  assessed  property  there  is  usually  a  statutory  admin- 
istrative appeal  either  to  the  assessing  offices  or  to  another  state  ad- 
ministrative agency  and  a  subsequent  appeal  to  the  courts.  The  utility 
in  the  assessing  process  usually  has  an  opportunity  to  present  its  view 
of  the  value  of  its  property  (if  different  from  the  assessors)  ;  this  is 
not  shown  in  the  table  unless  there  is  a  statutory  guarantee  of  a  hear- 
ing before  the  assessing  offices.  Likewise,  in  all  states  there  is  always 
an  appeal  on  "legality"  to  the  courts,  but  unless  there  is  a  statutory 
authorization  for  an  appeal  to  the  courts  as  shown  in  the  table,  column 
9,  it  can  be  assumed  that  there  is  no  appeal  in  the  accuracy  of  the 
value  (fact)  beyond  the  higher  administrative  review  agency. 

Equalizaiion  Agency  or  OfTicer  (column  10) 

The  intent  of  the  state  governments  in  segregating  utilities  out  for 
central  assessment  by  a  state  agency  is  to  assure  uniform  statewide 
treatment  of  these  properties  and  to  minimize  local  deficiencies.  To 
this  extent,  the  very  process  of  assessment  may  be  said  to  be  an  equali- 
zation process.  Most  states  require  full  value  assessments  or  some 
specified  percentage  of  full  value.  This  column  purports  to  show  those 
states  that  have  made  some  statutory  provision  for  compensating  for 
the  fact  that  in  practice  local  assessment  is  at  some  level  other  than 
the  legal  basis  and  that  centrally  assessed  property  must  be  formally 
equalized  with  common  property  locally  assessed,  (e.g.  Florida,  where 
the  state  values  utilities  at  full  value  but  returns  at  a  percentage  de- 
termined by  a  local  ratio ;  Illinois,  where  a  local  ratio  is  applied  to 
the  local  roll  to  bring  it  up  to  the  level  of  state-assessed  property ;  or 
Nevada  where  the  utility  property  centrally  assessed  is  considered  to 
be  a  class  in  the  statewide  equalization  process.)  Not  all  states  shown 
here  as  having  such  statutory  grants  of  power  or  directive  are  in  fact 
using  them.  This  column  also  does  not  show  those  states  that  have 
taken  administrative  notice  of  local  practice  and  in  fact  attempt  to 
equalize  in  the  assessing  process  to  some  statewide  average  less  than 
100  percent. 

Column  11  shows  whether  there  is  state,  i.e.  central,  assessment  of 
nonoperating  property — the  property  not  used  in  the  provision  of 
public  utility  services — of  those  utilities  that  are  centrally  assessed  or 
whether  there  is  local  assessment  of  nonoperating  property.  A  state 
entry,  therefore,  does  not  mean  necessarily  that  all  nonoperating  prop- 
erty of  all  utilities  is  centrally  assessed ;  this  column  must  be  read  with 
column  7.  Also,  see  NAT  A,  op.  cit.,  appendix  Table  A2  page  68. 

Source: 

Commerce    Clearing   House,    State    Tax   Reporter   by   state    (48)    and    District    of 

Columbia.  January  1,  1959. 
Welch.  Ronald  B.,  Assessment  Organization  and  Personnel.  National  Association  of 

Assessing  Officers,  1941,  429  pp. 
Consultation    with    Mr.    Ronald    B.    Welch,    Assistant    Secretary,    California    State 

Board  of  Equalization. 
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Federation  of  Tax  Administrators,  "Equalization  Programs  and  Other  State  Super- 
visory Activities  in  tlie  Property  Tax  Field."  Research  Report — 42  (preliminary) 
January,  1957.  (mimeo.)  46  pp. 

National  Association  of  Tax  Administrators.  Committee  on  Unit  Valuation  (C.  M. 
Chapman,  Chairman,  Lynn  A.  Stiles,  Ronald  B.  Welch,  and  Allan  L.  Weston) 
"Appraisal  of  Railroad  and  Other  Public  Utility  Property  for  Ad  Valorem  Tax 
Purposes."  Report,  June,  1954,  109  pp. 

And  other  secondary  source  including  letters  to  several  state  tax  departments. 


printed   in   CALIFORNIA    STATE  PRINTING   OFFICB 

L,-4086     3-59     500 


I 


FINAL  REPORT  OF  THE 


JOINT  INTERIM  COMMITTEE  ON 

ASSESSMENT  PRACTICES  TO  THE 

CALIFORNIA  LEGISLATURE 


May,  1959 


'^^^:^ 


MEMBERS  OF  THE  COMMITTEE 

GLENN   E.   COOLIDGE,  Chairman 
GEORGE  MILLER,  JR.,  Vice  Chairman 
CARL  L.  CHRISTENSEN,  JR.  CLARK  L  BRADLEY 

RANDOLPH  COLLIER  SAMUEL  R.  GEDDES 

JOHN  A.  MURDY,  JR.  FRANK  LANTERMAN 

J.  HOWARD  WILLIAMS  CHARLES  H.  WILSON 

WILLIAM  K.  HOLL,  Sfaff  Dfrecfor 
RICHARD   WRIGHT,  Assistant  Staff  Director 


TABLE  OF  CONTENTS 

Page 

Senate  Concurrent  Resolution  No.  92 5 

Letter  of  Transmittal 9 

Scope  of  Report 11 

Findings   12 

Legislative  Recommendations 13 

Full  Report 27 

Initiation  and  Conduct  of  the  Investigation 27 

Assessment  Level  of  Operating  Public  Utility  Property 30 

Assessment  Level  of  Locally  Assessed  Property 33 

Assessment  Level  Findings 35 

Assessment  Level  Variations  Within  Counties 36 

Causes  of  Assessment  Level  Variations 36 

Improving  Local  Appeals  and  Equalization 38 

Improving  State  Assessments 39 

Solution  to  the  Utility- Common  Property  Disparity 40 


(3) 


CONTENTS-Continued 

APPENDICES 

Page 

A.  An  Outline  of  Senate  Concurrent  Resolution  No.  92,  1957 
Legislature   43 

B.  Resume  of  Current  Assessment  and  Equalization  Problems  in 
California — A  Bibliographical  Survey  for  Information  Only 46 

C.  Cases  Concerned  With  Uniformity  Requirement  for  Property 
Taxation  in  California 61 

D.  Review  of  Statistical  Procedures  Used  by  the  State  Board  of 
Equalization  in  Determining  County  Assessment  Ratios  for 
Locally  Assessable  Property 65 

E.  Summary  of  Ad  Valorem  Property  Tax  Assessment  Organiza- 
tion by  States,  1958 97 

F.  Assessment  Standards  and  Practices  by  States,  1956 112 

G.  General  Sales  and  Gross  Receipts  Taxes  "Which  Include  Services 
Rendered  by  Public  Utilities  by  States,  Rate  and  Tax,  1959 116 

H.  Taxes  Levied  Solely  on  Utilities  That  Are  not  in  Lieu  of  Other 
Taxes,  by  States 118 

I.    Advisory  Committee  to  Discuss  Proposed  Legislation 121 

J.  Correspondence  With  the  State  Board  of  Equalization  Relative 
to  Possible  Solutions 122 

K.  Letter  From  the  President  of  the  Public  Utilities  Commission 
Relative  to  the  Effect  of  Changes  in  Property  Taxes  Upon  Util- 
ity Rates 136 

L.  Opinions  of  the  Legislative  Counsel  Relative  to  the  Assessment 
of  State-assessed  Property 138 

M.  Informal  Opinion  of  the  Attorney  General  Relative  to  the  As- 
sessment of  State-assessed  Property 146 

N.  Summary  of  Stajf  and  Consultants  Reports  to  the  Committee, 
February,    1959 150 

0.  Staff  and  Consultants  Reports  to  the  Committee  (Reprint) 157 

P.  Transcript  of  Hearings,  March  9  and  10,  1959 397 


(4) 


SENATE  CONCURRENT  RESOLUTION  NO.  92 

CliAPTER  336 

Senate  Concurrent  Resolution  No.  92 — Relative  to  the  creation  of  the 
Joint  Committee  on  Assessment  Practices. 

[Filed  with  Secretary  of  State,  June  21,  1957.] 

Whereas,  The  ad  valorem  property  tax  is  now,  and  will  remain,  the 
fiscal  base  of  local  government  in  California,  so  that  the  proper  func- 
tioning of  all  nnits  of  local  government  depends  upon  the  sound  and 
equitable  functioning  of  the  ad  valorem  property  tax ;  and 

Whereas,  Equity  in  property  taxation  requires  that  all  taxable  prop- 
erty be  subject  to  assessment  at  the  same  percentage  of  market  value ; 
and 

Whereas,  The  proper  distribution  of  state  funds  to  school  districts 
and  to  other  recipients  of  state  aid  depends  upon  an  equalization  of 
assessments  made  for  purposes  of  taxation;  and 

Whereas,  Section  14  of  Article  XIII  of  the  California  Constitution 
requires  that  all  property  assessed  by  the  State  Board  of  Equalization 
"shall  be  subject  to  taxation  to  the  same  extent  and  in  the  same  manner 
as  other  property ' ' ;  and 

Whereas,  A  question  has  arisen  as  to  whether  state-assessed  property 
is  now  assessed  by  the  State  Board  of  Equalization  to  the  same  extent 
and  in  the  same  manner  as  locally  assessed  property  is  being  assessed 
by  county  assessors,  and  whether  the  equity  requirements  of  the  Cali- 
fornia property  tax  structure  are  now  being  fulfilled ;  and 

Whereas,  Questions  have  arisen  as  to  whether  state-assessed  prop- 
erty is,  by  nature,  economically  different  from  some  locally  assessed 
property,  and  as  to  whether  some  types  of  locally  assessed  properties, 
such  as  large  industries  and  commercial  establishments,  are,  by  nature, 
economically  different  from  some  other  types  of  locally  assessed  prop- 
erties, such  as  farm  properties,  in  such  a  way  as  to  make  it  impossible 
to  determine  the  market  value  of  the  several  classes  of  property  on  the 
same  basis ;  and 

Whereas,  It  is  of  vital  importance  to  all  units  of  government  and 
all  taxpayers  in  California  that  these  questions  be  resolved  at  the 
earliest  possible  date ;  now,  therefore,  be  it 

Resolved  hij  the  Senate  of  the  State  of  California,  the  Assembly 
thereof  concurring,  As  follows : 

1.  The  Joint  Interim  Committee  on  Assessment  Practices  is  hereby 
created  and  authorized  and  directed  to  ascertain,  study  and  analyze  all 
facts  relating  to  or  in  any  way  bearing  upon  the  assessment  practices 
of  local  assessors  and  the  State  Board  of  Equalization  and  the  appraisal 
practices  of  the  State  Board  of  Equalization  with  respect  to  locally 
assessed  property  whicli  are  designed  to  facilitate  those  equalization 
functions  of  the  board  which  it  is  constitutionally  required  to  perform ; 
including  but  not  limited  to  the  following  matters:  whether  state- 
assessed  property  is  being  assessed  by  the  State  Board  of  Equalization 
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to  the  same  extent  and  in  the  same  manner  as  locally  assessed  proj>erty 
is  being  assessed  by  comity  assessors ;  whether  the  eqnity  requirements 
of  the  California'  property  tax  stmctore  are  now  being  fulfilled; 
whether  state-assessed  property  is,  by  nature,  economically  different 
from  some  locally  assessed  property,  and  whether  somes  types  of  locally 
a^essed  properties  are.  by  nature,  economically  different  from  some 
other  types  of  locally  assessed  properties,  so  as  to  make  it  impossible 
to  determine  the  market  value  of  the  several  classes  of  property  on 
the  same  basis;  and  including  but  not  limited  to  the  operation,  effect, 
administration,  enforcement  and  needed  revision  of  any  and  all  laws 
in  any  way  bearing  upon  or  relating  to  the  subject  of  this  resolution, 
and  to  report  thereon  to  the  Legislamre,  including  in  the  reports  its 
recommendations  for  appropriate  legislation. 

2.  The  committee  shaU  consist  of  five  Members  of  the  Senate,  ap- 
pointed by  the  Committee  on  Rules  thereof,  and  five  Members  of  the 
Assembly,  appointed  by  the  Speaker  thereof  from  the  membership  of 
the  Assembly  Committee  on  Revenue  and  Taxation.  Vacancies  occur- 
ring in  the  membership  of  the  committee  shall  be  filled  by  the  appoint- 
ing power. 

3.  The  committee  is  authorized  to  act  dtuing  this  session  of  the 
Legislature,  including  any  recess,  and  after  final  adjournment  until 
the  commencement  of  the  1959  Regular  Sesion.  with  authority  to  file 
its  final  report  not  later  than  the  tenth  legislative  day  of  that  session. 

4.  The  committee  and  each  subc-ommittee  thereof  is  authorized  to 
leave  the  State  of  California  in  the  performance  of  its  duties. 

5.  The  committee  and  its  members  shall  have  and  exercise  all  of  the 
rights,  duties  and  powers  conferred  upon  investigating  committees  and 
their  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate  and 
Assembly  as  they  are  adopted  and  amended  from  time  to  time  at  this 
session,  which  provisions  are  incorporated  herein  and  made  applicable 
to  this  committee  and  its  members. 

6.  The  committee  has  the  following  additional  powers  and  duties : 

(a)  To  select  a  chairman  and  a  vice  chairman  from  its  membership. 

(b)  To  contract  with  nongovernmental  agencies  or  with  individuals 
not  employed  by  a  governmental  agency  for  the  rendition  and  affording 
of  such  services,  facilities,  studies  and  reports  to  the  committee  as  will 
best  assist  it  to  carry  out  the  purposes  for  which  it  is  created.  ' '  Govern- 
mental agency"  does  not  include  any  department.  schooL  institute, 
bureau,  or  any  other  agency  of  any  tmiversity  or  other  institution  of 
higher  education. 

(e)  To  co-operate  with  and  sec  tire  the  co-operation  of  county,  city 
and  county,  and  other  local  law  enforcement  agencies,  and  civic  and 
private  organizations,  in  investigating  any  matter  within  the  scope  of 
this  resolution,  and  to  direct  the  sheriff  of  any  county  to  serve  sub- 
poenas, orders  and  other  process  issued  by  the  committee. 

(d)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time  and  at  any  time,  not  later  than 
the  tenth  legislative  day  of  the  1959  Regidar  Session. 

(e>  To  do  any  and  all  other  things  necessary  or  convenient  to  enable 
it  fully  and  adequately  to  exercise  its  powers,  perform  its  duties,  and 
to  accomplish  the  objects  and  purposes  of  this  resolution. 

(6) 


7.  The  simi  of  two  hundred  thousand  dollars  (^$200,000')  or  so  muoh 
thereof  as  may  be  necessary,  is  hereby  made  available  from  the  Con- 
tingent Funds  of  the  Senate  and  Assembly  for  the  expenses  of  the 
committee  and  its  members  and  for  any  charges,  expenses  or  claims 
it  may  incur  under  this  resolution,  to  be  paid  from  the  said  contingent 
funds  equally  and  disbursed,  after  certification  b.v  the  chairman  of  the 
committee,  upon  warrants  drawn  by  the  State  Controller  upon  the 
State  Treasurer. 


(7) 


I 


LETTER  OF  TRANSMITTAL 

Joint  Interim  Committee  on  Assessment  Practices 

Sacramento  14,  California,  April  27,  1959 

Hon.  Glenn  M.  Anderson, 

President  of  the  Senate; 
Hon.  Ralph  M.  Brown, 

Speaker  of  the  Assembly;  and 
Members  of  the  Legislature 

Gentlemen:  Pursuant  to  Senate  Concurrent  Resolution  No.  92, 
adopted  June  12,  1957,  your  committee  assembled  a  staff  and  retained 
three  consultants  to  investigate  California  Assessment  Practices,  and 
to  report  thereon  to  the  committee. 

Your  committee  has  carefully  reviewed  the  findings  and  recommenda- 
tions of  the  consultants  and  has  held  public  hearings  thereon  in  Sacra- 
mento on  March  9  and  10,  1959. 

Our  final  report  and  legislative  recommendations  are  forwarded 
herewith  for  your  consideration. 

Glenn  E.  Coolidge,  Chairman 
George  Miller,  Jr.,  Vice  Chairman 

Carl  L.  Christensen,  Jr.  Clark  L.  Bradley 

Randolph  Collier  Samuel  R.  Geddes 

John  A.  LIurdy,  Jr.  Frank  Lanterman 

J.  Howard  Williams  Charles  H.  Wilson 
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Senate,  April  28,  1959 
Hon.  Glenn  Coolidge 

Chairman,  Joint  Interim  Committee  on 
Assessment  Practices 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Coolidge  :  This  has  reference  to  the  report  of  this  com- 
mittee regarding  assessment  practices  and  yonr  committee  recommenda- 
tions. 

Generally,  I  concnr  in  the  report.  However,  1  hold  snbstantial  reser- 
vations regarding  some  of  the  recommendations. 

I  do  not  construe  this  letter  as  a  minority  report  as  I  am  signing 
the  report  of  the  committee  but  wish  this  letter  made  a  part  of  the 
report  to  be  printed  with  it. 

Sincerely  yours, 

J.  Howard  Williams 


Joint  Interim  Committee  on  Assessment  Practices 

Sacramento  14,  California,  April  30,  1959 
Hon.  Glenn  Coolidge 

Chairman,  Joint  Interim  Committee  on 
Assessment  Practices 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Coolidge  :  This  has  reference  to  the  report  of  this  com- 
mittee regarding  assessment  practices  and  your  committee  recommenda- 
tions. 

Generally,  I  concur  in  the  report.  However,  I  hold  substantial  reser- 
vations regarding  some  of  the  recommendations. 

I  do  not  con.strue  this  letter  as  a  minority  report  as  I  am  signing 
the  report  of  the  committee  but  wish  this  letter  made  a  part  of  the 
report  to  be  printed  with  it. 

Sincerely  yours, 

Carl  L.  Christensen,  Jr. 
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SCOPE  OF  REPORT 

Senate  Concurrent  Resolntion  No.  92  required  the  committee  to  an- 
swer four  questions  relative  to  the  equity  of  present  assessment  prac- 
tices of  the  State  Board  of  Equalization  and  of  the  58  county  assessors, 
and  to  recommend  any  legislation  needed  to  restore  equity. 

This  report  investigates  and  answers  the  four  questions,  and  presents 
background  material  needed  in  considering  the  committee's  legislative 
program. 
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FINDINGS 

1.  Is  state-assessed  property-  being  assessed  by  the  State  Board  of 
Equalization  to  the  same  extent  and  in  the  same  manner  as  locally 
assessed  property  is  being  assessed  b}^  county  assessors? 

State-assessed  property  is  being  assessed  at  levels  approximately 
twice  the  statewide  average  for  iocalty  assessed  property.  It  is  appraised 
for  assessment  purposes  in  the  manner  generally  accepted  throughout 
the  Country  for  utilities  and  railroads. 

2.  Are  the  equity  requirements  of  the  California  property  tax  struc- 
ture now  being  fulfilled  ? 

The  present  constitutional  requirements  that  all  taxable  property 
"shall  be  taxed  in  proportion  to  its  value"  (Art.  XIII,  Sec.  1),  and 
that  all  state-assessed  propert}^  "shall  be  subject  to  taxation  to  the 
same  extent  and  in  the  same  manner  as  other  property"  (Art.  XIII, 
Sec.  14)  are  clearly  being  violated. 

3.  Is  state-assessed  property,  by  nature,  economically  different  from 
some  locally  assessed  property? 

State-assessed  property  has  unique  characteristics  which  must  be 
taken  into  account  when  determining  market  value. 

4.  Are  some  types  of  locally  assessed  properties,  by  nature,  eco- 
nomically different  from  some  other  types  of  locally  assessed  properties, 
so  as  to  make  it  impossible  to  determine  the  market  value  of  the  several 
classes  of  property  on  the  same  basis? 

Each  class  of  locally  assessed  property  has  certain  unique  character- 
istics which  must  be  taken  into  account  when  determining  market 
values.  If,  however,  the  appropriate  indices  and  weights  are  used  for 
each  class  and  type  of  property,  including  state-assessed  classes — if,  for 
example,  a  public  utilitj^  is  appraised  as  a  public  utility  and  not  as  a 
factory  or  farm — the  market  values  derived  will  be  entirely  comparable 
with  one  another. 
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LEGISLATIVE  RECOMMENDATIONS 

CALIFORNIA   LEGISLATURE,  1959   REGULAR    (GENERAL)   SESSION 

Assembly  Constitutional  Amendment       No.  46 


Introduced  by  Messrs.  Coolidge,  Bradley,  Lanterman, 
and  Charles  H.  Wilson 

(Senators  Miller,  Collier,  Christensen,  and  Murdy,  co-authors) 

April  29,  1959 


REFERRED   TO   COMMITTEE   ON   CONSTITUTIONAL   AMENDMENTS 


Assemhly  Consiitxitional  Amendment  No.  46 — A  resolution  to 
propose  to  the  people  of  the  State  of  California  an  amend- 
ment to  the  Constitution  of  the  State  hy  amending  Section 
12  of  Article  XI,  Section  9  of  Article  XIII,  and  the  first 
paragraph  of  Section  14  of  Article  XIII,  and  hy  adding 
Section  14^  to  Article  XIII  thereof,  relating  to  property 
taxation. 

1  Resolved  hy  the  Assemhly,  the  Senate  concurring ,  That  the 

2  Legislature  of  the  State  of  California  at  its  1959  Regular  Ses- 

3  sion  commencing  on  the  fifth  day  of  January,  1959,  two-thirds 

4  of  the  members  elected  to  each  of  the  two  houses  of  the  Legis- 

5  lature  voting  therefor,  hereby  proposes  to  the  people  of  the 

6  State   of    California   that   the    Constitution   of  the   State   be 

7  amended  as  follows : 

8  First — That  Section  12  of  Article  XI  thereof  be  amended 

9  to  read : 

10  Sec.  12.     Except  as  otherwise  provided  in  this   Constitu- 

11  tion,  the  Legislature  shall  have  no  power  to  impose  taxes  upon 

LEGISLATIVE  COUNSEL'S  DIGEST 

A.  C.  A.  46  as  introduced,  Coolidge   (C.  A.).  Property  taxation. 

Amends  Sec.  12,  Art.  XI,  Sec.  9,  Art.  XIII,  and  first  par..  Sec.  14,  Art.  XIII, 
and  adds  Sec.  14-1/5,  Art.  XIII,  State  Const. 

Eliminates  a  requirement  for  tlie  equalization  of  property  on  the  unsecured  roll. 

Removes  a  requirement  for  the  assessment  of  property  at  its  full  cash  value. 

Requires  the  assessment  and  equalization  of  locally-assessed  property  on  the  se- 
cured roll  at  25  percent  of  its  full  cash  value.  Provides,  however,  that  equalization 
shall  be  mandatory  only  when  an  assessment  is  outside  a  range  of  from  22.5  to  27.5 
percent  of  full  cash  value,  and  that  it  shall  be  discretionary  when  an  assessment  is 
within  such  range. 

Requires  the  assessment  by  the  State  Board  of  Equalization  of  all  property,  other 
than  franchises  and  nonoperative  property  owned  or  used  by  railroad  companies,  by 
specified  types  of  car  companies  and  by  express  companies,  at  25  percent  of  the  full 
cash  value  of  such  property.  Requires  the  board  to  assess  all  property,  other  than 
franchises  and  nonoperative  property,  owned  or  used  by  telegraph  and  telephone 
companies  and  companies  engaged  in  the  transmission  or  sale  of  gas  or  electricity, 
at  50  percent  of  its  full  cash  value. 
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1  counties,  cities,  towns  or  other  public  or  municipal  corpora- 

2  tions,  or  upon  the  inhabitants  or  property  thereof,  for  county, 

3  city,  town,  or  other  municipal  purposes,  but  may,  by  general 

4  laws,  vest  in  the  corporate  authorities  thereof  the  power  to 

5  assess  and  collect  taxes  for  such  purposes. 

6  AH:  property  subject  te  taxation  shall  be  €bssG33e4  ie^  taxa- 

8  Second — That  Section  9  of  Article  XIII  thereof  be  amended 

9  to  read : 

10  Sec.  9.     A  State  Board  of  Equalization,  consisting  of  one 

11  member  from  each  congressional  district  in  this  State,  as  the 

12  same  existed  in  1879,  shall  be  elected  by  the  qualified  electors 

13  of  their  respective  districts,  at  the  general  election  to  be  held 

14  in  the  year  1886,  and  at  each  gubernational  election  thereafter, 

15  whose  term  of  office  shall  be  for  four  years ;  whose  duty  it  shall 

16  be  to  equalize  the  valuation  of  the  taxable  property  in  the 

17  several  counties  of  the  State  for  the  purposes  of  taxation.  The 

18  Controller  of  State  shall  be  ex  officio  a  member  of  the  board. 

19  The  boards  of  supervisors  of  the  several  counties  of  the  State 

20  shall   constitute   boards   of   equalization   for   their   respective 

21  counties,  whose  duty  it  shall  be  to  equalize  the  valuation  of  the 

22  taxable  property  in  the  county  for  the  purpose  of  taxation; 

23  provided,  such  state  and  county  boards  of  equalization  et^e 

24  hereby  authorized  *ffi4  empowered  shall ,  under  such  rules  of 

25  notice  as  the  county  boards  may  prescribe,  as  to  the  county 

26  assessments,  and  under  such  rules  of  notice  as  the  state  board 

27  may  prescribe  as  to  the  action  of  the  state  board,  4e  increase  or 

28  lower  the  entire  assessment  roll,  or  any  assessment  contained 

29  therein,  excluding,  Jiowever,  any  property  in  respect  to  which 

30  Section  9a  of  this  article  is  applicable,  so  as  to  equalize  the 

31  assessment  of  the  property  contained  in  said  assessment  roll, 

32  and  make  the  assessment  conform  to  25  percent  of  the  %«*e  full 

33  cash  value  i»  money  of  the  property  contained  in  said  roll-j 

34  provided,   %hft% .    Equalization   is,   however,    mandatory    only 

35  when  the  assessment  is  outside  a  range  of  from  22.5  percent  to 

36  27.5  percent  of  full  cash  value;  it  is  discretionary  when  the 

37  assessment  is  within  that  range  .  No  board  of  equalization  shall 

38  raise  any  mortgage,  deed  of  trust,  contract,  or  other  obligation 

39  by  which  a  debt  is  secured,  money,  or  solvent  credits,  above  its 

40  face  value.  The  present  State  Board  of  Equalization  shall  con- 

41  tinue  in  office  until  their  successors,  as  herein  provided  for, 

42  shall  be  elected  and  shall  qualify.  The  Legislature  shall  have 

43  power  to  redistrict  the  State  into  four  districts  as  nearly  equal 

44  in  population  as  practical,  and  to  provide  for  the  elections  of 

45  members  of  said  Board  of  Equalization. 

46  Third — That  the  first  paragraph  of  Section  14  of  Article 

47  XIII  thereof  be  amended  to  read : 

48  Sec.  14.     A4i  p4pe  lines^  flumcs-r  canals,  ditches  ft»4  aquc 

49  ducts  fte%  entirely  within  ^the  limits  el  a«y  e»e  county  asdr 

50  All  property,  other  than  franchises  7  and  nonoperative  prop- 

51  efiy,   owned   or   used  by    (1)    railroad   companies   including 

52  street  railways,  herein  defined  to  include  interurban  electric 
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1  railways,   whether   operating-   in   one   or   more   counties,    (2) 

2  sleeping  car,  dining-  car,  drawino-room  car,   and  palace  car 

3  companies,  refrigerator,  oil,  stock,  fruit  and  other  car-loaning 

4  and  other  car  companies  operating  upon  the  railroads  in  the 

5  State,  and   (3)   companies  doing  an  express  business  on  any 

6  railroad,  steamboat,  vessel  or  stage  line  in  this  State  7  44)- 

7  shall  he  assessed  annually  hy  the  State  Board  of  Equaliza- 

8  tion  at  25  percent  of  the  full  cash  value  of  such  property,  as 

9  determined  by  methods  commonly  recognized  for  valuing  such 

10  property  for  tax  purposes.  Any  assessment  in  excess  of  25 

11  percent  of  the  full  cash  value  of  such  property  on  the  effective 

12  date  of  the  amendment  of  this  section  proposed  hy  the  Legis- 

13  lature  at  its  1959  Regular  Session  shall  he  reduced  in  equal 

14  annual  percentages  hy  the  hoard  during  the  five  year  period 

15  immediately  following  such  effective  date  until  the  assessment 

16  is  25  percent  of  the  ftdl  cash  value  of  the  property. 

17  All  property,  other  than  franchises  and  nonoperative  prop- 

18  erty,  owned  or  used  hy  telegraph  and  telephone  companies  7 

19  -fS^-  CL'n<^  ^y  companies  engaged  in  the  transmission  or  sale  of 

20  gas  or  electricity  7  shall  be  assessed   annually  by  the  State 

21  board  el  Equalisation,  at  50  percent  of  the  actual  full  cash 

22  value  of  such  property ,  as  determined  hy  methods  commonly 

23  recognized  for  valuing  such  properties  for  tax  purposes  . 

24  The  franchises  and  all  nonoperative  property  owned  or  used 

25  hy  any  company  enumerated  in  the  preceding,  shall  he  assessed 

26  locally  and  not  hy  the  hoard. 

27  Fourth — That  Section  14^  is  added  to  Article  XIII  thereof, 

28  to  read: 

29  Sec.  14i.     Except    as    otherwise    provided    in    Section    14, 

30  property  shall  be  assessed  for  taxation  at  25  percent  of  its 

31  full  cash  value. 
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CALIFORNIA   LEGISLATURE,  1959   REGULAR    (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  2674 


Introduced  by  Messrs.  Coolidge,  Bradley,  Lanterman,  and 
Charles  H.  Wilson 

(Senators  Miller,  Collier,  Christ ensen,  and  Murdy,  co-authors) 


April  29,  1959 


REFERRED  TO   COMMITTEE  ON  REVENUE  AND  TAXATION 


An  act  to  amend  Sections  401  and  753  of,  to  amend  and  re- 
number Sections  755,  756,  758,  759,  and  760  of,  to  repeal 
Sections  754,  757,  1831,  1832,  1833,  1834,  1835,  1836,  1837, 
1838,  1839,  1840,  1841,  1842,  1843,  1904,  1905,  1906,  1907, 
1908,  and  Article  4  (commencing  at  Section  2001)  of  Chap- 
ter 2,  Part  3,  Division  1  of,  and  to  add  Sections  165,  761, 
1611.5,  1815,  1816,  1817,  1818,  1819,  1820,  1821,  1821.5, 
1822,  1823,  1824,  and  1825  to,  the  Revenue  and  Taxation 
Code,  and  to  repeal  Section  28  of  Chapter  1466  of  the  Stat- 
utes of  1949,  relating  to  property  taxation. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section    165    is    added    to    the    Kevenue    and 

2  Taxation  Code,  to  read : 

3  165.     The    State    Board    of    Equalization    shall    annuallj^ 

4  certify  to  each  county  assessor  a  description  of  all  nonopera- 

5  tive  public  utility  property  in  the  county  of  which  the  board 

6  has  any  knowledge. 

LEGISLATIVE  COUNSEL'S  DIGEST 

A.  B.  2G74  as  introduced,  Coolidge  (Rev.  &  Tax.).  Property  taxation. 

Amends,  amends  and  renumbers,  adds  and  repeal  various  sees.,  R.  &  T.  C,  repeals 
Sec.  28,  Ch.  1466,  Stats.  1949. 

In  part  eliminates  Chapter  1466  of  the  Statutes  of  1949,  relating  to  the  assess- 
ment and  equalization  of  property  for  tax  and  state  fund  allocation  purposes,  and 
re-enacts  most  of  the  provisions  of  the  prior  law  affected  by  that  legislation. 

Requires  the  board  to  make  specified  findings  respecting  its  determinations  of  tlie 
values  of  property  assessed  by  it. 

Permits  the  inspection  by  persons  interested  of  the  assessments  made  by  the  State 
Board  of  Equalization. 

Requires  the  lioard  to  make  a  survey,  not  less  often  than  triennially,  in  each 
county  to  determine  the  full  cash  value  of  locally-assessed  tangible  property  ;  and 
requires  it  to  make  estimates  of  changes  in  such  value  in  intervening  years  on  basis 
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1  Sec.  1.3.     Section  401  of  said  code  is  amended  to  read: 

2  401.     Except  as  provided  in  this  part,  all  taxable  property 

3  shall  be  assessed  at  25  'percent  of  its  full  cash  value. 

4  Sec.  1.5.     Section  753  of  said  code  is  amended  to  read: 

5  753.     Annually,  on  or  before  tlie  fourth  first  Monday  in 

6  August,  the  board  shall  assess  all  state-assessed  property  re- 

7  quired  to  be  assessed  as  of  the  first  Monday  in  March. 

8  Sec.  2.     Section  755  of  said  code  is  amended  and  renum- 

9  bered  to  read : 

10  754.  7§57    Oft  64=  l^fm^e  tiie  fert  Monday  i»  Auguat,  tlie 

11  bem=d  shaUr  propane  tabukitiono  showiftg  ite  determination  e# 

12  tl*e  market  value  e#  aH-  state  assessed  property,   asd  these 

13  tabulatiefts  slMtll  be  epeft  fe^  inrjpcction  fey  rbll  pcroonrj  iftfeet^- 

14  Gstcd.  Between  the  first  and  third  Mondays  in  August,  the 

15  assessme7its  made  hy  the  hoard  shall  he  open  for  inspection 

16  hy  all  persons  interested. 

17  Sec.  3.     Section  756  of  said  code  is  amended  and  renum- 

18  bered  to  read: 

19  755.   W^    At    any    time    prior    to    the    third    Monday    in 

20  August,  the  owner  or  assessee  of  any  state-assessed  property 

21  shall  be  heard  by  the  board  on  a  petition  for  reassessment. 

22  redetermination  of  the  market  -«Htifte  ef  tfee  property.   ^Phe 

23  pe#tieH:  fiM*s%  fee  m  wei-feiftg  setting  le^rt^  ift  what  rcispeGta 

24  tfee  determination  m  deemed  subject  te  eorrection. 

25  Sec.  4.     Section  761  is  added  to  said  code,  to  read: 

26  761.     Every  determination  of  the  board  as  to  value  of  any 

27  property  assessed  by  it  shall  be  set  forth   in  writing.   The 

28  determination  shall  include  a  statement  of  the  following:  the 

29  evidence   on  which   it   is   based;   the   methods   and   formulas 

30  used  in  reaching  it;   the  board's   conclusion  as  to  the   fuJl 

of  specific  data.  Requires  the  board  to  permit  local  assessors  an  opportunity  to 
examine  appraisals  made  in  connection  with  the  survey. 

Requires  the  board  to  prepare  tabulations  showing  for  each  county  the  ratio  of 
assessed  to  full  cash  value  of  tangible  property  as'sessable  locally.  Provides  for  the 
public  inspection  of  such  tabulations,  for  their  examination  by  the  local  assessors 
and  for  their  publication. 

Prohibits  publication  of  appraisal  data  i-elating  to  individual  properties  except  to 
assessecs  concerned  ;  and  prohibits  disclosure  thereof  by  any  public  officer  except  as 
required  by  law. 

Requires  board  to  transmit  to  each  county  auditor,  board  of  supervisors  and  city 
council  on  September  2  a  preliminary  statement  of  its  proposed  equalization  action. 
Permits  hearing  thereon  upon  request  submitted  prior  to  September  10.  Provides 
that  statement  becomes  final  on  September  10  if  no  hearing  is  requested,  and  not 
later  than  September  25  if  there  is  a  hearing. 

Provides  for  adjustment  downward  or  upward  in  tax  rate  where  board's  state- 
ment requires  increase  or  decrease  in  valuation  of  property  shown  on  secured  roll, 
so  that  no  greater  revenue  will  be  produced  than  was  anticipated  on  date  of  tax  levy. 

Contingent  upon  the  adoption  of  a  constitutional  amendment,  requires  the  assess- 
ment of  locally-assessed  property  at  25  percent  of  its  full  cash  value.  Also  requires 
the  assessment  of  the  operative  property  of  telegraph,  telephone  and  gas  and  electric 
companies  at  50  percent  of  such  value,  and  the  assessment  of  the  operative  property 
of  other  public  utilities  at  25  percent  of  such  value,  the  rates  being  those  specified 
in  the  same  constitutional  amendment. 

Contingent  upon  the  adoption  of  a  constitutional  amendment,  requires  the  State 
P.oard  of  Equalization  and  the  county  board  of  equalization  to  equalize  locally- 
assessed  property  at  25  percent  of  its  full  cash  value.  Provides,  however,  that 
etiualization  shall  be  mandatory  only  when  an  assessment  is  outside  a  range  of 
from  22.5  to  27.5  percent  of  full  cash  value,  and  that  it  shall  be  discretionary  when 
an  assessment  is  within  that  range. 

Makes  other  related  changes. 
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1  cash  value  of  the  property;  the  assessment  ratio  applied  to 

2  the  property;  the  assessed  value  of  the  property;  and  any 

3  other  relevant  matter  which  the  board  considered. 

4  Sec.  5.     Section  758  of  said  code  is  amended  and  renmn- 

5  berecl  to  read  : 

6  756.  ?e8r     Immediately  after  the  fourth  third  Monday  in 

7  August  the  board  shall  transmit  to  each  county  auditor  a  roll 

8  showing-  the  assessments  made  by  the  board  in  the  county  and 

9  in  each  city  and  revenue  district  in  the  county ;  provided,  how- 

10  ever,  that  the  roll  need  not  show  the  assessments  made  by  the 

11  board  in  a  revenue  district  which  did  not  levy  a  tax  or  assess- 

12  ment  during  the  preceding  year.   If  the  roll  does  not  show 

13  the  assessments  in  a  revenue  district  as  herein  provided  and  a 

14  notice  of  a  proposed  levy  is  furnished  the  board  in  writing, 

15  the  board  shall  furnish  an  estimate  of  the  total  assessed  value 

16  of  state-assessed  property  in  the  district  and  shall  transmit 

17  thereafter  to  the  county  auditor  a  statement  of  roll  change 

18  showing  the  assessments  made  by  the  board  in  the  district. 

19  The  estimate  shall  be  regarded  as  establishing  the  total  as- 

20  sessed  value  of  state-assessed  property  in  the  district  for  the 

21  purpose  of  determining  the  tax  rate  of  the  district. 

22  Sec.  6.     Section  759  of  said  code  is  amended  and  renum- 

23  bered  to  read : 

24  757.  ^#T     The  board  shall  also  immediately  transmit  to  the 

25  auditor  of  each  city  the  lien  date  of  which  is  the  first  Monday 

26  in  March  a  roll  showing  the  assessments  made  by  the  board  in 

27  the  city  and  in  each  district  for  w^hich  the  city  assesses  prop- 

28  erty  and  collects  taxes  or  assessments. 

29  Sec.  7.     Section  760  of  said  code  is  amended  and  renum- 

30  bered  to  read  : 

31  758.  ■^^^Ot     State-assessed  propert.y  is  subject  to  taxation  to 

32  the  same  extent  and  in  the  same  manner  as  other  property. 

33  Such  property,  however,  shall  he  assessed  at  the  percentage  of 

34  its  fidl  cash  value  specified  in  Section  14  of  Article  XIII  of 

35  the  State  Constitution. 

36  Sec.  7.3.     Section  1611.5  is  added  to  said  code,  to  read  : 

37  1611.5.     The  county  board  shall  equalize  the  assessments  of 

38  all  property  for  which  timely  applications  for  reassessment 

39  have  been  received  at  25  percent  of  the  full  cash  value  of  the 

40  property.  Equalization  is,  however,  mandatory  only  when  the 

41  assessment  is  outside  a  range  of  from  22.5  percent  to  27.5  per- 

42  cent  of  full  cash  value ;  it  is  discretionary  when  the  assessment 

43  is  within  that  range. 

44  Sec.  7.5.     Section  1611.5  is  added  to  said  code,  to  read  : 

45  1611.5.     The  county  board  shall  equalize  the  assessments  of 

46  all  property  for  which  timely  applications  for  reassessment 

47  have  been  received  at  the  average  relationship  between  the 

48  assessed    and    full   cash   value    for   locally   assessed   property 

49  Avithin  the  county  as  published  by  the  State  Board  of  Equali- 

50  zation  pursuant  to  Section  1819  with  respect  to  the  most  re- 

51  cent  equalized   roll.   All  assessments  which  are   found  to  be 
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1  wit li ill    10    percent   of   tlio    average    relationsliij)    specified    in 

2  this  section  shall  be  presumed  to  be  correct,  and  no  eqnaliza- 

3  tion  action  shall  be  taken  thereon. 

4  Sec.  8.     Section  1815  is  added  to  said  code,  to  read  : 

5  1815.     To  enable  the  board  to  perform  its  duties  nnder  this 

6  article  and  Sections  9  and  14  of  Article  XIII  of  the  State 

7  Constitution,  the  board  shall  make  a  survey,   not  less  often 

8  than  triennially,  in  each  county  to  determine  the  total  full 

9  cash  value  of  all  locally  assessable  tangible  property  as  of 

10  the  lien  date  for  the  last  equalized  roll.  As  a  basis  for  this 

11  determination,  the  board  shall  ascertain  the  full  cash  value 

12  of  a  sample  of  locally  assessable  tangible  property  sufficient 

13  in  size  and  dispersion  to  insure  an   adequate  representation 

14  therein    of    the    several    classes    of    property    throughout   the 

15  county.  The  board  shall  for  such  purposes  have  access  by  its 

16  duly  authorized  representatives  to  all  records,  public  or  other- 

17  ^vise,  of  any  county  assessor. 

18  Sec.  9.     Section  1816  is  added  to  said  code,  to  read  : 

19  1816.     As  soon  as  appraisals  have  been  made  in  any  county 

20  by  the  board  pursuant  to  Section  1815,  the  board  shall  give 

21  the  assessor  of  the  county  a  reasonable  opportunity  to  exam- 

22  ine  and  discuss  the  appraisals  with  the  board 's  appraisers. 

23  Sec.  10.     Section  1817  is  added  to  said  code,  to  read  : 

24  1817.     The  board  shall  annually  estimate  any  change  that 

25  may  have  occurred  in  the  full  cash  value  of  locally  assessable 

26  tangible  property  between  the  lien  date  of  the  roll  for  which 

27  the  last  survey  was  made  pursuant  to  Section  1815  and  the  lien 

28  date  of  the  current  roll.  The  board  shall  use  as  the  basis  for 

29  such  estimate  data  on  school  enrollment,  retail  sales,  wages, 

30  or  other  factors  reasonably  indicative  of  change  or  lack  of 

31  change  in  the  total  full  cash  value  of  the  property.  The  rela- 

32  tionship  between  the  total  assessed  value  of  the  tangible  prop- 

33  ert}'  on  the  current  local  roll  and  the  total  full  cash  value 

34  of  locally  assessable  tangible  property  so  estimated  shall  be 

35  computed  for  each  county  of  the  State  by  the  third  ]\Ionday 

36  in  July  of  each  year.  The  board  shall  transmit  promptly  to 

37  each  county  assessor  a  statement  of  its  determination  relating 

38  to  his  county. 

39  Sec.  11,     Section  1818  is  added  to  said  code,  to  read  : 

40  1818.     The  board  shall  each  year  prepare  tabulations  show- 

41  ing  for  each  county  the  ratio  of  assessed  to  full  cash  value  of 

42  locally    assessable    tangible    property.    The    tabulations    shall 

43  show,  in  such  a  way  as  to  prevent  identification  of  individual 

44  parcels,  the  ratio  of  assessed  to  full  cash  value  of  each  parcel 

45  of  such  tangible  property  in  the  sample  of  any  survej^  in  the 

46  county  made  in  the  last  year  pursuant  to  Section  1815.  The 

47  tabulations  shall  also  show  the   derivation   of  the  total  full 

48  cash  value  of  the  locally  assessable  tangible  property  on  the 

49  current  roll  from  the  total  full  cash  value  of  the  locally  assess- 

50  able  tangible  property  on  the  roll  of  a  prior  year  pursuant 

51  to  Section  1817.  All  such  tabulations  shall  be  open  for  inspec- 

52  tion  by  all  persons  interested. 
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1  Sec.  12.     Section  1819  is  added  to  said  code,  to  read: 

2  1819.     As  soon  as  tabulations  have  been  made  pursuant  to 

3  Section  1818,  but  not  later  than  August  1st,  the  board  shall 

4  give  the  assessor  of  each  county  a  reasonable  opportunity  to 

5  examine  and  discuss  with  it  that  portion  of  the  tabulations 

6  affecting  property  in  his  county.  After  making  any  adjust- 

7  ment  it  deems  appropriate  as  the  result  of  such  discussion,  but 

8  not  later  than  September  2d,  the  board  shall  make  available  for 

9  public  inspection  all  such  tabulations  and  shall  publish  the 

10  ratio  of  assessed  to  full  cash  value  of  locally  assessable  tangi- 

11  ble  property  for  each  county. 

12  Sec.  13.     Section  1820  is  added  to  said  code,  to  read : 

13  1820.     No  appraisal  data  relating  to  individual  properties 

14  obtained  for  the  purposes  of  any  survey  under  this  chapter 

15  shall  be  made   public,   and  no   state   or  local  officer   gaining 

16  knowledge   thereof   in   any   action   taken   under   this   chapter 

17  shall  make  any  disclosure  with  respect  thereto  except  as  that 

18  may  be  required  for  the  purposes  of  this  chapter.  Nothing 

19  herein  shall  prohibit  disclosure  of  appraisal  data  by  the  as- 

20  sessor  to  the  assessee  of  the  property  to  which  the  data  relate. 

21  Sec.  14.     Section  1821  is  added  to  said  code,  to  read : 

22  1821.     Equalization  by  the  board  of  the  valuation  of  tax- 

23  able  property  in  counties  for  the  purposes  of  taxation  shall  be 

24  by  raising  or  lowering  the  value  of  locally  assessable  tangible 

25  property  entered  upon  the  secured  roll  by  the  assessor  of  the 

26  county  in  accordance  with  Section  9,  Article  XTII  of  the  State 

27  Constitution. 

28  Sec.  14.5.     Section  1821.5  is  added  to  said  code,  to  read: 

29  1821.5.     Equalization  by  the  board  is  mandatory  only  when 

30  the  assessment  is  outside  a  range  of  from  22.5  percent  to  27.5 

31  percent ;  it  is  discretionary  when  the  assessment  is  within  that 

32  range. 

33  Sec.  15.     Section  1822  is  added  to  said  code,  to  read: 

34  1822.     If  any  county,  city  and  county,  or  municipal  corpo- 

35  ration  desires  to  secure  a  review,  equalization,  or  adjustment 

36  of  the  assessment  of  its  property  by  the  board  in  pursuance 

37  of  Section  1  of  Article  XIII  of  the  State  Constitution,  it  shall 

38  apply  to  the  board  therefor  in  writing  before  the  third  Monday 

39  in  July,  or  within  two  weeks  after  the  completion  of  the  local 

40  roll  containing  such  assessment,  whichever  is  the  later.   The 

41  application  shall  show  the  facts  claimed  to  require  action  of 

42  the  board,  and  a  copy  thereof  shall  be  filed  with  the  assessor 

43  whose  assessment  is  questioned. 

44  Sec.  16.     Section  1823  is  added  to  said  code,  to  read  : 

45  1823.     The  final  action  of  the  board  in  equalizing  an  assess- 

46  ment  or  a  local  roll  shall  be  performed  only  at  the  State  Capi- 

47  tol.  On  September  2d  of  each  year,  the  secretary  of  the  board 

48  shall  transmit  to  each  county  auditor  and  the  board  of  super- 

49  visors   and   each   city   council   involved   a   preliminary   state- 

50  ment  of : 

51  (a)  Any  changes  that  the  board  proposes  to  make  in  the 

52  local  roll. 
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1  (b)   The  per  centum  that  the  board  proposes  to  add  to  or 

2  deduct  from  the  valuation  of  the  roll. 

3  Upon  the  request  of  any  county  that  receives  such  a  state- 

4  ment  which  desires  to  be  heard  with  respect  to  the  statement, 

5  an  opportunity  for  such  a  hearing  shall  be  afforded  by  the 

6  board.  The  request  shall  be  submitted  in  writing  by  the  board 

7  of  supervisors  prior  to  September  10th.  The  board  shall  con- 

8  sider  all  pertinent  evidence  offered  at  the  hearing,  and  if  such 

9  evidence  warrants  a  change  in  the  statement,  it  shall  so  find 

10  and  alter  the  statement  accordingly.  Otherwise,  the  statement 

11  shall  remain  unchanged. 

12  The  preliminary  statement  shall  become  final  on  September 

13  10th  if  no  hearing  is  requested.  If  a  hearing  is  requested  the 

14  final  determination  shall  be  made  by  the  board  and  the  auditor 

15  shall  be  notified  not  later  than  September  25th. 

16  The  final  statement  is  prima  facie  evidence  of  the  regularity 

17  of  all  proceedings  of  the  board  resulting  in  the  action  which 

18  is  the  subject  matter  of  the  statement. 

19  Sec.  17.     Section  1824  is  added  to  said  code,  to  read  : 

20  1824.     As  soon  as  the  statement  becomes  final,  the  auditor 

21  shall  enter  the  corresponding  changes  in  a  column  provided 

22  with  a  proper  heading  on  the  roll,  counting  any  fractional  sum 

23  when  more  than  five  dollars   ($5)   as  ten  dollars   ($10),  and 

24  omitting  it  Avhen  five  dollars  ($5)  or  less,  so  that  no  separate 

25  valuation  contains  a  fraction  of  ten  dollars  ($10),  and  he  shall 

26  add  the  column  to  show  the  total  value  of  the  property  in  the 

27  county  as  corrected  by  the  board. 

28  Sec.  18.     Section  1825  is  added  to  said  code,  to  read: 

29  1825.     If   the   statement   submitted   by   the   board   to   any 

30  county  or  city  pursuant  to  Section  1823  requires  an  increase 

31  or  decrease  in  the  valuation  of  property  shown  on  the  county's 

32  or  city's  secured  roll,  the  board  of  supervisors  shall  adjust 

33  the  rates  of  county  and  district  taxes  previously  levied,  or  the 

34  city  council  shall  adjust  the  rates  of  city  and  district  taxes 

35  previously  levied,  so  that  no  greater  revenue  will  be  produced 

36  for  the  current  fiscal  year  for  county,  city  and  district  pur- 

37  poses  than  was  anticipated  on  the  date  of  such  lev}^   Any 

38  adjustment  necessitated  by  a  decrease  in  the  valuation  of  the 

39  property  may  be  made  irrespective  of  any  tax  rate  limitation 

40  prescribed  elsewhere  in  the  law. 

41  A  statement  of  the  rates  of  taxation  thus  adjusted  shall  be 

42  transmitted  by  the  clerk  of  the  board  of  supervisors  or  of  the 

43  city  council  to  the  State  Controller  within  three  days  after 

44  the  date  of  such  adjustment. 

45  Sec.  19.     Sections  1.3,  7,  7.3  and  14.5  of  this  act  shall  be- 

46  come  operative  only  upon  the  adoption  by  the  people  of  a  con- 

47  stitutional  amendment  requiring  or  authorizing  the  assessment 

48  and  equalization  of  property  at  the  percentages  of  full  cash 

49  value  therein  specified  or  referred  to.  Section  7.5  of  this  act 

50  shall  be  repealed  and  be  inoperative  upon  the  adoption  by  the 

51  people  of  such  a  constitutional  amendment. 
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1  Sec.  20.     In  making  any  determinations  under  Section  1817 

2  of  the  Revenue  and  Taxation  Code  in  the  years  1960,  1961,  and 

3  1962,  the  board  shall  use  for  any  county  the  latest  comparable 

4  survey  previously  made   by   it   for   the   county  in  lieu   of  a 

5  survey  made  pursuant  to  Section  1815  of  that  code. 

6  Sec.  21.     Section  754  of  said  code  is  repealed. 

7  ?M7     Following  tranamittal  ei  aeticcs  e#  dotcrmination  el 

8  county  attd  statc-wido  ftsfjessmcnt  ratios  j^ursuant  te  ScctioH: 

9  48^^  the  board  shail  furnish,'  upon  request  therefor,  a  statc- 

10  mcnt  e^  those  i'frties  to  a«y  owney  ©¥  asscssco  ei  state  assessed 

11  property  who,  upon  written  application  therefor  ^ed:  «e4  later 

12  than  the  fe^  Monday  m  August,  shall  be  heard  by  44^  board 

13  as  te  a-ny  objection  which  he  tffges  with  respect  te  the  assess- 

14  mont  ratio  m  a»y  eeunty  m  which  state  assessed  property  is 

15  owned  by  e¥  assessed  to  him.  ^fhe  application  fei=  hearing  must 

16  specify  4ft  what  respects  the  applicant  belie^?es  that  the  dete^^ 

1    rr  TVT  T  T-l    «■>■<-  1   /-l1->           i7\T,          j-  ll  fl         ^t^^-^l*-i^-^J-^^T.->            1  "* /-> -f  tTT/-H-tTT            -fit  JA           f-|fNC<J-^<-H-f/-Wj^           T  T  t^    I  Tl   J-\           t^i  tl   /-]           4"  l-\  /^ 

J_  I  TTTTlTnrtTTTTtT     vtT     T  lit?     rtTlCC  t  rv./rT     XJXj  c  \V  L  L;ll      TTTt?     rtv5T3"oryt~tT       V  tli  LIU      TTTTtT      Lll" 

18  market  value  ef  locally  assessed  property  ift  the  county  is  i» 

19  error.  Upon  hearing,  the  board  shall  proceed  as  provided  4» 

20  Section  1835,  and,  at  its  discretion,  may  consolidate  the  pro  ■ 

Ol  /-i^j-u-l-i-i-»n<>        tTTi  -f  l-i          T»-*  -TT        l->  r\l  rA         4- Li  i-\->-»j"m  -*--«  <-!  /-\ -n        ttt-^ /-\-i">          ot-vi^I-i  /-j  *~\  4- 1  /-\.-t'\         /-\  4-        -f  l-y  q 

^X.  "yJX^Llll  Ig       TTTTTT      llllj*       TTtTxtT       tlltJl  tJ  Llllt.l.tJl        tljJVJll       tl|J  J711UII tlUll      T7X      TTTC 

22  count.y. 

23  Sec.  22.     Section  757  of  said  code  is  repealed. 

24  ^^^^     After   deciding  etti   petitions  ie¥   dotermination7  the 

j^ (J  TTtTrrrTT  rnrrtTr  tjtjiii|JiL  tv?  TTitr  rcnnL nniTttrTTT  trx  ntrt tT?  tlnnunry""    \Ji  KJlJ l'I  u^>" 

26  by  entering  upon  the  board  i^eHr  fei^  each  county  assessed  values 

27  representing  the  saftie  percentage  ei  market  value  so  detor- 

28  mined  as  has  beeft  feund.  under  Chapter  3t  Pa^t  ^  of  i^ivision 

OO  J_      r\T      4"  in  n      i^  A/"I  r*         "f /^      l^/\      '*'*JAT-vT»/-^n/-^T-i4-j-i/-l       Ia-vt-      -f  l-^  r^       *-\e-ic^/~\nnr\/~\      -t-rt-i  I  Tt  /-v         o  4-4-i-^■^^» 

^y  T     TTT     TTrm     TTtTtTTTT     TT7     TT"     1  "  IJrtrrSv'll  tVLl      (J  y       TTTt?     tlnrH'JTSE^U'.l      V  Mi  LHJ^     lXn>~l 

30  equalization,   entered  upon  the  local  reH  ift  relation  te  the 

31  market  value  ef  property  ^be-pe  assessedr  fe  ftiakiftg  those  eft- 

32  tyies  upon  the  board  feU^  the  board  may  enter  assessed  values 

33  which    aw'    divisible   by   teft    (10),    counting   afty    fractional 

34  amount  wliich  is  ftio^e  than  #ve  dollars   ($5)   as  teft  dollars 

35  ($10)  aftd  eft^ittiftg  i%  when  it  is  #ve  doliaps  ($5->  e^^  iessr  ^Phe 

36  assessed  value  thfts  eatercd  ftpeft  the  ^ell  by  the  board  shall 

37  constitute  the  actual  value  ei  the  property  as  ef  the  #rst  Mon- 

38  day  ift  March  ie¥  purposes  ef  taxatieftr  Jntangibleo  shall  be 

39  assessed  without  reference  to  the  percentage  heroin  speeified. 

40  Sec.  23.     Section  1831  of  said  code  is  repealed. 

41  1831.     ^  enable  the  board  te  perform  its  duties  undof  this 

42  a44iele  aftdr  Sections  9-  €i¥^  44  ef  Article  XIII  ef  the  State  Con- 

43  stitution,   the  board   shall   make  a  survey   annually  ift  each 

44  county  te  dctermifte  the  ^^lationship  between  the  total  value 

45  ei  land,  improvements  aftd-  tangible  personal  property  entered 

46  upon  the  ¥eU  by  the  assessor,   aft4  the  total   market  value 

47  thereof.  As  a  basis  ie^  this  determination,  the  bea-rd  shall  ees- 

48  side*'  sales  aftd  other  appraisal  data  eempile4  by  appraisers 

49  competent  te  determine  accuratoiy  the  market  value  ef  the 

50  property.  These  data  shall  ^ehtte  te  representative  samples  ef 

51  property  subject  te  local  assessment  ift  each  county  sufficient 
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1  m  number  m^  diapcrsioii  to  asauro  aft  ndcquato  cross  section 

2  e#  t4+e  tiixnblo  wonltli  witliw  #te  county,  both  ftw  to  tlw'  classes 

3  e^  |->rop('rty  enuiiierated  m«l  as  to  tke  location  thereof. 

4  Sec.  24.     Section  1832  of  said  code  is  repealed. 

5  1832.     Utilizint>-  t4^se  datar  tlw  feoa*^  shall  determine  afee 

6  tlw^  averag'e  relationship  between  t4w  asflesscd  value  o#  swehr 

7  pro]ieTty  a«^  tli-e  market  value  t4*eF=eo^  i^w  ^he  State  as  a  whole. 

8  This  determittatiett  e^  average  j=elatieftslHp  shall  ftot  thereafter 

9  fee  revised  reg^ardless  ei  whatever  revisions  may  be  made  sub" 

10  sequent!^  m  t4ie  determination  ei  ihe  relationships  between 

11  assessed  aftd  market  ^vaiues  le?  individual  eounties. 

12  Sec.  25.     Section  1833  of  said  code  is  repealed. 

13  1833.     54*e  beawl  shall  complete  thw  survey  ler  each  county 

14  by  tfee  second  Monday  i«  >Tuly  ei  eaefe  yeaPr  Oft  o*'  before  tfee 

15  third  -^londay  ift  July,  a  i^poi't  ef  t4%e  survey,  together  with  a 

1   Ct  -^  ^  ^\  4- 1  /-j  t-\     /A  4      -f  li  /-\     I  I  r\-<-j"^-n-i-^->  lit  o  4-1  j-v-n      /~\+-     4-  1-1  j-\     T*J-^  I  O  4-  1  r^T>  o  1 1  t  t-^     l^/ffTtrj^/^i-i      *~\  c~tc~ir\nnr^/-\ 

J_\J  TTTTTtTTt^  TTT  Trl"    VILIL  1  Ilillltl  I  lUIi    TTT  TTTTT    FT  r  tit  Iv^Tlnll  1  J7   T7trCTTT7t7TT    llaWV^OrSt^Vl 

17  values  aftd  market  vaktes  ^ev-  t4ie  eount^y  aftd  lor  the  State  as  a 

18  whole,  shall  be  transmitted  te  tfee  county  assessor  aftd  te  tbe 

19  ele^4r  ei  ^he  board  ef  supervisee's  ei  each  county. 

20  Sec.  26.     Section  1834  of  said  code  is  repealed. 

21  ]83  1:     4#  tfee  county,  through  its  assesso*'  e*'  board  el  super- 

22  visors,  desires  te  be  heard  with  respect  te  the  assessment  ratio 

23  based  upon  tl+e  survey;  opportunity  ^r  sftefe  hearing  shall  be 

24  att'orded  by  t-he  board  betwecft  tfee  tfeird  Monda}''  ift  July  aftd 

25  tfee  third  Monday  ift  August,   upon  application  therefor  ift 

26  writing  ^k-d  ftet  later  tiiaft  t4*e  first  Monday  ift  Augustr  ¥he 

27  application  shall  specify  ift  what  respects  tfee  county  believes 

28  that  the  determination  ©I  tfee  relation  between  tbe  assessed 

29  value  rtm\:  tl*e  market  value  el  tbe  property  within  tiie  county 

30  is  ift  error. 

31  Sec.  27.     Section  1835  of  said  code  is  repealed. 

32  1835.     Upon  hearing^  ti*e  board  shali  consider  ali  pertinent 

33  evidence  offered  as  te  the  accuracy  el  the  determination  based 

34  upon  its  survey  and,  ilr  ift  the  judgment  of  the  board,  such 

35  evidcftee  warrants  a  different  determination,  it  shall  se  #ftd 

36  a«d  alter  tbe  determination  accordingly.  Otherwise,  the  deter- 

37  miftrition  siwdl  remaift  unchanged,  artd  shali  be  ti*e  basis  ler 

38  e^-talizing  the  valuatioft  el  the  taxable  property  within  the 

39  county  as  ift  this  article  provided. 

40  Sec.  28.     Section  1836  of  said  code  is  repealed. 

41  1836.     Whenever  the  percentage  ©I  assessed  te  market  value 

42  ift  afty  county  as  determined  by  tfee  board  dees  ftet  differ  from 

43  the  state- wide  average  el  assessed  te  market  value,  as  likewise 

A  A  rl  r\4-  rk^^T^^  i  ti  y>  /~1         |-\-Tr    -i -^-^  r\'%^r\    4-  li  o  it       111    i-'v  /-v-n/i/^i-i  4-     j-a  4-     4-  1-^  f->  4-     n 4-  j->  4-  /t     -wtr i  /-l  /-i     fi  t r i^ t*  f->  rf-tf  rt 

^^  T.HJT'L  l  lTxTlHJt_t,     '  '  V     TTTTTTTy  TTTTtTT    l.\J  TTtTTTTTTlTT  t7T    LllLl  U    O  L tl  l/U     VV  IvlU    it  VtJ  1  (XIT  "T 

45  th-e  board  shall  equali;;e  the  valuation  el  tfee  taxable  property 

46  ift  tiie  county  ler  tiw  pwrf^eses  el  taxation  fey  assessing,  eft  the 

48  softai  propert.y  at  a  valuation  which  bears  tfee  same  relationship 

49  te  tfee  market  value  el  tfee  property  determined  ift  pursuance 

50  el  Section  Trii^  as  is  borne  by  tfee  assessed  value  el  property  eft 

51  the  local  reil  te  tfee  market  value  thereof,  as  tfeat  relationship 

52  feae  been  determined  under  tfeis  article. 
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1  Sec.  29.     Section  1837  of  said  code  is  repealed. 

2  1837.     Whenever  ihe  peroentnge  e^  OBBCBsed  te  market  value 

3  4«  ftttf?  eonnty  m  determined  hy  +lw  hoard  differs  from  ¥ke 

4  state-wide   average  o#  afiHessed  to  market  vainer  tW  likewise 

5  4etermined7  hy^  mei^  tfew*  44)  percent  el  tfett  state -wide  aver- 

6  age^  tfee  feea*^  shall  e^j-ftftii*^  the  ¥alnation  el  taxahlo  property 

7  ift  tlie  several  counties  el  ihe  State  lei^  the  purposes  el  taxation 

8  cither  fey  tfee  method  prescribed  m:  Seeties  48^S  e^^  fey  raising 

9  e^^  lowering  the  value   el  land,    improvements  a«4  tangible 

10  personal  property  e^itered  «pe«  the  ¥ett  fey  the  assessor  el  the 

11  county  fey  thftt  percentage  required  te  make  tfee  assessed  valu- 

12  at  ion   el   sfwd   property   conform   te   the   state-wide   ^fttie   el 

13  assessed  te  market  value  as  established  under  tfeis  article. 

14  Sec.  30.     Section  1838  of  said  code  is  repealed. 

15  1838.     Ne  sales  e^   appraisal  data;  relating  te   individual 

16  propertiesr  efetained  le*  tfee  purposes  el  miy^  survey  under  this 

17  chapter  shall  fee  ifta^e  public  an4  ne  state  e^^  local  officer  gain- 

18  mg  know'ledgo  thei^eel  ift  rmy  action  taken  nndc^  tfeis  chapter 

19  shall  make  any  disclosure  w+tfe  respect  thereto  except  as  that 

20  »ay  fee  inquired  le*^  tfee  purposes  el  this  chapter. 

21  Sec.  31.     Section  1839  of  said  code  is  repealed. 

22  1839.     5%e  board  shall  meet  at  the  state   capital  eft  the 

23  third  Monday  ift  J-tdy  aft4  ¥emain  in  session  lf=em  day  te  €lay7 

24  holidays  excepted^  up  te  a-nd  including  tfee  third  Monday  ift 

25  Augustr  -During  this  session,  under  rules  el  notice  prescribed 

26  fey  the  feea^:#^  it  shall  eftuali^e  the  assessrateftt  el  property  as 

27  prescribed  fey  larWr 

28  Sec.  32.     Section  1840  of  said  code  is  repealed. 

29  1810:     ^¥fee  final  action  el  tfee  board  ift  equalizing  aft  assess  • 

30  me^  e¥  a  local  ¥ell  shall  fee  performed  only  at  the  stftte  capitalr 

31  Sec.  33.     Section  1841  of  said  code  is  repealed. 

32  1811.     ¥fee  board;  ift  e^^den  te  facilitate  tfee  equalization  el 

33  property  values  between  tfee  several   counties,   may  equalize 

34  eaeh  class  el  property  eft  the  local  rell  el  eeefe  county  se  tfeat 

35  tfee  assessment  el  eaefe  dass  el  property  in  tfee  county  is  fft^e- 

36  portionate  te  tfee  assessment  el  every  other  class  el  property. 

37  $ie¥  4^  purpose  el  tfeis  section,  the  classes  el  property  a^e 

38  defined  as-^ 

39  -fa^-  -Mi  land  within  the  county. 

40  -fb-)-  AH  improvements  within  tfee  county. 

42  Sec.  34.     Section  1842  of  said  code  is  repealed. 

43  1812.     "When  tfee  equalization  is  completed,  tfee  secretary 

44  el  tfee  board  shall  transmit  te  eaefe  county  auditor  9;  state- 

Tit/  Jill'  I  IT!!'   \Ji-   I 

A.f\  /*  «-i   ^         ^l-iy\     yr.1-^  o-i^  r^/^n    -w^  «-\  y^  ^    VvTr    4-1^/^    J^Af^  V^l      m     j'^l  f^    1r\pf>1     ynll 

*±U  '<   fct  >■      "J.  IIU    tJTTCtTlg""  TrtTttTT?    Uy    Tll\3  TTtTTTrTt   TTT    tliU    iU"Ui    1  (Jll. 

47  .(^  ^pii^  pcrcentum  te  fee  added  te  e¥  deducted  from  the 

^rO  VQ-TXltltlOU  Ox  XHC  1  Ott7 
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1  Thia  Btatcmoftt  is  prima  facie  cvidcneo  ei  4^  i^gularity  el 

2,  ftli  pi^eee€y«^  el  44+e  boar4  yeHnlting  i«-  ihe  action  which  is 

4  Sec.  35.     Section  1843  of  said  code  is  repealed. 

5  1813.     As  see«  as  t4+e  auditor  re^ewes  from  #)te  i^ea«i  44ie 

Ji  t  n  lA  Trrt.  tT  C     tTX     I  to     trvjTTT17tT7iTtTTT7TT7     Tit*     rrtTTTTT     T^TTrT^T^     Til"     TTtTTT^^TpTTTTtTTTT^ 

7  changes  ki  a  eelH¥ft«  pi=e^¥J4e4  with  a  propei'  heading  en-  Ihe 

8  ¥eih  ee*Hi%i»g  ftH-v  fractio-na-l-  swfl*  whe**  i«ei^  than  fr»^  doHars 

\^  fpU  J      Ttn     TTTTT     LlUlilM  73     ^[^p-rT7"JT     TTTlTT     tTlUll  t  Tllg      XT;     TrrTTTTt      1 1  V  t!      tlTjllUl  H 

10  ($5)  e*'  iessy  se  #ta:t  «e  separate  valuatien:  contains  a  fraction 

tTT    TTTtT    trtTtxTtTTl      yvp.L\J  J  ~    TtTTTt    Tit?    nTTTtTT    TttTtX    TTTTT    tTtTtTtTrTTX    TTT    nTTT7TT    MIL; 

12  total  ¥T>i«e  ef  the  property  in  the  eonnty  as  correeted  fey  the 

iO  TTTJTtTTXT 

14  Sec.  36.     Section  1904  of  said  code  is  repealed. 

15  1901.     As  a*i  alternative  jftethed  el  equalizing  Ihe  assesf^ed 

16  value  el  state  arssessed  p-roperty  in  €b  eity  in  whieh  property 

I  7  •■"     3ir\,4',      o  r\rtr\Cinr\/~\      .4- /^ ir     /^i  i"\''     t\ t t  tt i->  j^ r< /^^ n     T-w-tt     4-  K  j-\     ZiZiiiiiiiX      o  nnj^r^n  *-i-i-»         o  4-     ,-i,^-r< 

X  I  TTJ    TITTU    ttMoUotJCtX    XtTT    tTTT^V      ^J  tl  J   |JUWJk5    TJjT    TTTt?    tTtTttltT^     UMML  rsnt^T"     XtTI    TTT3 

I   W  i^w4--i  ^-vT-t           4-1"^  /•%       l-\  j-v  ri  ■»-»■/-!        T\i  «->  -ry        r\  n/^ /-\-%-*-i- r\-t -f\        -J- l->  j-\       /^-«  -I-tt       onr«y-Af-ift/A/-l        -xm  l-tt  /\e^       4-i"v-v» 

iO  U^L'lVllj      l-llTJ     TTtTttTTT     llittj       rl oCU  1  L tl  1 11     TTt"     tTTTnT     tl WotJ riWCTT      V  Ml  tlUW     TtTT 

19  tfeese  p¥epei4ies  within  the  eity  which  ha^e  beeft  included 

20  within  its  fru^v^y  lei-  the  county  «ndei^  Section  1831.  Utiliz- 

21  ing  these  data,'  the  board  ««ty  eletermino  the  average  rclation- 

22  ship  between:  the  eity  assessed  ¥al«e  el  this  property  a«d  the 

23  market  value  thcrcolr 

24  Sec.  37.     Section  1905  of  said  code  is  repealed. 

25  1905.     0»  e*'  before  the  third  Monday  i»  July,  a  report 

26  with  ¥espeet  te  these  eemparisons^  together  with  a  notice  el 

27  the  deterniinatien  el  the  i^latiensl«p  between  the  city-assessed 

28  values  and  the  market  values  el  the  pyeperty,  shall  be  deliv- 

29  e*^d  te  thre  eity  asessse*  and  te  the  eity  clerk; 

30  Sec.  38.     Section  1906  of  said  code  is  repealed. 

31  1906.     a  the  eity^  through  its  assesses  e*  governing  board, 

32  desires  te  be  hea^d  with  respect  te  those  dala  afi4  the  deter- 

33  minatieu  based  thercoHr  opportunity  le*  sueh  hearing  shall  be 

34  afforded  by  the  board  between  the  third  Monday  in  July  an4 

35  the  third  M-enday  in  August  upon  application  therele^^  in  writ- 

36  ing  #led  net  late?  than  the  first  Monday  in  Augustr  ¥he  appli- 

O  I  ~Li  Lixjii.  nTTrrtx   TTpTTvrrr^   tte   tv  iTct c   i  u P? |7 c"Tr3   TTtt?  tJrtTTr    k7*J1tu  V  "CJ   t/iiu>  U    l/ri" 

38  determination  el  tlie  yelation-sivip  between  t4ie  eity  assessed 

39  value  and  the  market  value  el  the  property  is  in  error-: 

40  Sec.  39.     Section  1907  of  said  code  is  repealed. 

41  1907.     Upon  hearingr  the  beard:  shall  consider  aH  perti-nent 

42  cvidcnee  offered  as  te  the  aeeui=aey  el  tl*e  determination:  based 

43  upon  its  survey-  and^  ilr  in:  tiie  ^^udgment  el  the  board,  such 

44  evidenee  warrants  a  different  determination,  it  shaH  se  fed 

45  a»d  alter  the  determination  aeeerdinglyr  OtherwiscT  tl+e  deter- 

46  mination  shall  i^emai«  unchanged. 

47  Sec.  40.     Section  1908  of  said  code  is  repealed. 

48  1908:     "When  the  dc^termination  has  become  finalT  the  beard- 

49  shall  ente*  the  assessH*ent  el  state  assessed  prep-erty  -u^^eti  the 

50  *^  te  be  transmitted  te  the  eity  ler=  the  purpeses  el  eity 

51  taxation  at  valuations  which  bear  t-he  same  relationship  te  the 

52  market  value  ei  the  p¥epe^l4y  as  theretofore  determined  as 
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1  hetB  been  found  te  exist  with  rospcGt  to  tfee  ei#fr  aasosscd  prop- 

2  ei4y  under  tMs  nrticleT  ¥lie  i^ottr  equn1ige€l:  eft  Ih**  basis,  Bhall 

3  fee  utilized  ieir  tfee  purposes  el  eity  taxatioftr 

4  Sec.  41.     Article    4     ( commencino-    at    Section    2001)     of 

5  Chapter  2,  Part  3,  Division  1  of  said  code  is  repealed. 

6  Sec.  42.     Section  28  of  Chapter  1466  of  the  Statutes  of 

7  1949  is  repealed. 

8  Sec.  38t     5%e  -f^i^visions  el  Sections  4  te  3^  inclusive,  el 

9  ^Ms  ae4  S'hftli  trrfre  e#ee^  en-  ^k^^te^ibei^  ^  1950,  te  Ihe  en4  Ifert 

10  they  shaH:  fee  operative  ie^  ^tfee  ^i^t  lii»e  with  respect  te  as- 

11  sossmcnts  made  as  el  tfee  fert  -Monday  m  Marcli,  1960,  ftftd 

12  taxes  levied  a«€l:  funds  aHocated  en-  Ifee  basis  tfeepeelr  Mean- 

13  while,  when  funds  ai=^e  available  lei'  that  purpose,  Ifee  State 

14  Board  el  EffHalization  shall:  proceed  w4th  surveys  m  4fee  man- 

15  fte*  directed  fey  Section   1831  el  tfee  S.e^^n-ae  a«4  Taxation 

16  Code,  as  adde4  fey  this  aefer  "te  assure  eempletion  el  a  survey 

17  pursuant  le  Ifeal  seetien-  wit,h  respect  te  each  eetmty  fey  Ibe 

18  second  Monday  in-  July,  4&60t 

19  Sec.  43.     It  is  the  intent  of  the  Legislature  that  after  the 

20  effective  date  of  this  act  Sections  753,  754,  755,  756,  757,  and 

21  758  of  the  Revenue  and  Taxation  Code  as  they  existed  prior 

22  to  the  enactment  of  Chapter  1466  of  the  Statutes  of  1949  be 

23  revived  and  shall  continue  in  effect  as  they  were  prior  to  said 

24  Chapter  1466;  that  Sections  1831,  1832,  1833,  1834,  and  1882.5 

25  as  they  existed  prior  to  the  enactment  of  Chapter  1466  of  the 

26  Statutes  of  1949  and  as  amended  and  renumbered  as  Sections 

27  1839,  1840,  1842,  1843.  and  1841,  respectively,  by  said  Chap- 

28  ter  1466  be  repealed ;  that  all  sections  and  articles  added  to 

29  the  Revenue  and  Taxation  Code  bv  Chapter  1466  be  repealed ; 

30  and  that  Sections  1815,  1816,  1817,  1818,  1819,  1820,  1821, 

31  1821.5,  1822,  1823,  1824  and  1825  of  the  Revenue  and  Taxa- 

32  tion  Code  added  by  this  act  shall  constitute  Article  1,  Chap- 

33  ter  2,  Part  3.  Division  1,  of  the  Revenue  and  Taxation  Code. 


FULL  REPORT 

INITIATION  AND  CONDUCT  OF  THE  INVESTIGATION 

California  has  had  assessment  equalization  problems  ever  since  adop- 
tion of  the  Constitution  of  1849.  However,  they  have  only  risen  to  their 
present  magnitude  during-  the  last  quarter-century  under  the  impact  of 
greatly  increased  taxes,  the  1988  adoption  of  the  Riley-Stewart  Plan, 
and  rapidly  increasing  state  subventions  to  local  governments. 

The  Riley-Stewart  Plan  returned  the  property  of  public  utilities 
and  railroads  to  the  local  tax  rolls  with  the  requirement  that  their 
property  be  assessed  by  the  State  Board  of  Equalization.  Inflationary 
tendencies  during  and  after  World  War  II  were  largely  responsible 
for  a  steady  lowering  of  local  assessment  ratios  from  the  level  pre- 
vailing at  the  time  the  State  undertook  its  assessing  duties.  The  State, 
however,  maintained  the  level  at  which  it  was  assessing  with  the  re- 
sult that  a  serious  discrepancy  between  the  state  and  local  ratios  had 
developed  by  1949. 

In  1949,  a  bill  was  introduced  in  the  Assembly  designed  for  the 
purpose  of  equalizing  state  subventions  for  school  operations.  It  dealt 
solely  with  the  inequities  arising  out  of  widespread  variations  from 
county  to  county  in  local  assessment  ratios,  but  before  its  enactment 
as  Chapter  1466  of  the  Statutes  of  1949  the  bill  had  been  amended 
to  include  the  collateral  problem  of  the  discrepancy  between  state  and 
local  ratios. 

The  outcry  which  followed  the  enactment  of  Chapter  1466  led  to 
a  series  of  statutes,  one  every  two  years,  which  postponed  its  effective- 
ness. The  latest  in  this  series.  Chapter  2119  of  the  Statutes  of  1957, 
was  accompanied  by  Senate  Concurrent  Resolution  No.  92  (Res.  Chap. 
336,  Stats.  1957)  which  authorized  a  thorough  study  of  the  entire 
assessment-equalization  problem  by  the  Joint  Interim  Committee  on 
Assessment  Practices. 

Before  undertaking  the  studies  with  which  it  was  charged,  the  com- 
mittee conducted  a  thorough  survey  of  the  problem  area.  Three  docu- 
ments were  prepared  for  the  information  of  the  committee's  members: 
an  outline  of  the  specific  requirements  of  Senate  Concurrent  Resolu- 
tion No.  92  (Appendix  A),  a  bibliographical  survey  by  Mr.  Frank 
Murphy,  Jr.  of  previous  legislative  reports  and  other  pertinent  litera- 
ture entitled  "Resume  of  Current  Assessment  and  Equalization  Prob- 
lems in  California"  (Appendix  B),  and  a  summary  of  legal  "Cases 
Concerned  with  Uniformit.y  Requirement  for  Property  Taxation  in 
California"  (Appendix  C),  prepared  in  co-operation  with  the  Attorney 
General's  Office. 

To  eliminate  bias,  and  to  forestall  even  the  suspicion  of  bias,  the 
committee  decided  to  retain  a  consultant  from  outside  California. 
After  a  nationwide  search  it  was  decided  that  a  consultant  for  state- 
assessed  property  and  another  consultant  for  locally  assessed  property 
would  be  required  to  ensure  that  the  broadest  experience  would  be 

(27) 
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brought  to  bear  on  the  overall  study.  Accordingly,  Mr.  C.  M.  Chapman 
of  Hunt,  Texas,  former  Director  of  Public  Utility  Taxation  for  the 
Wisconsin  Department  of  Taxation  and  one  of  the  Country's  foremost 
experts  on  utility  taxation  was  retained  to  conduct  the  study  of  as- 
sessments by  the  State  Board  of  Equalization.  Mr.  Cuthbert  B.  Reeves 
of  Buffalo,  New  York,  a  leading  consultant  in  common  property  ap- 
praisals was  simultaneoush^  retained  to  conduct  the  study  of  assess- 
ments by  county  assessors  and  of  equalization  appraisals  by  the  State 
Board  of  Equalization.  The  committee  charged  these  two  consultants 
with  carrying  out  independent  investigations  designed  to  answer 
the  three  questions  set  forth  in  Senate  Concurrent  Resolution  No.  92, 
with  jointly  answering  the  questions,  and  with  jointly  and  separately 
making  such  recommendations  as  they  saw  fit. 

Subsequently  Dr.  George  M.  Kuznets,  a  nationally  known  statis- 
tician of  the  University  of  California,  Berkeley,  was  retained  to  make 
an  analysis  of  the  statistical  methods  emploj^ed  by  the  State  Board 
of  Equalization  in  its  equalization  program. 

To  help  co-ordinate  the  program  and  provide  staff  work  for  the 
committee  and  consultants,  Mr.  "William  K.  Holl,  Management  Officer 
of  the  District  of  Columbia  Government,  was  appointed  staff  director 
and  Mr.  Richard  Wright  was  simultaneously  appointed  assistant  staff 
director. 

Mr.  Reeves  and  his  associates  directly  conducted  four  major  study 
programs  and  assisted  in  setting  up  a  fifth.  They  investigated  the  ac- 
tivities of  both  the  Assessment  Standards  and  Research  and  Statistics 
Divisions  of  the  State  Board  of  Equalization.  In  addition  they  studied 
local  assessment  practices  at  first  hand  by  visiting  all  but  one  of  the  58 
county  assessor's  offices,  and  they  conducted  a  special  survey  of  land 
assessments  in  central  business  districts.  Mr.  Reeves  also  initiated  the 
staff-conducted  studj^  of  sales  ratios  in  selected  metropolitan  counties, 
and  reported  on  the  comparability  of  depreciation  rates  and  of  the 
indices  used  to  factor  historical  costs  up  to  present  reproduction  or 
replacement  cost  which  are  used  by  the  Valuation  Division  of  the  State 
Board  of  Equalization  and  by  local  assessors.  A  full  report  on  Mr. 
Reeves'  studies  may  be  found  in  "Report  No.  3"  of  the  Stajf  and  Con- 
sultants Reports  to  the  Committee.  His  report  on  depreciation  and  cost 
indices  is  found  at  the  conclusion  of  "Report  No.  6"  of  the  same 
publication. 

Dr.  Kuznets  conducted  two  studies  for  the  committee.  The  first, 
reported  on  fully  in  Appendix  D  as  Review  of  Statistical  Procedures 
Used  hy  the  State  Board  of  Equalization  in  Determining  County  As- 
sessment Ratios  for  Locally  Assessable  Property  and  summarily  in 
"Report  No.  5,  Part  1"  of  the  Sta-ff  and  Considtants  Reports,  was  de- 
signed to  determine  the  validity  of  the  sampling  procedures  of  the 
board's  Research  and  Statistics  Division  and  of  the  assessment  ratios 
determined  as  a  result  of  these  procedures.  In  "Report  No.  5,  Part  2" 
Dr.  Kuznets  reported  on  a  statistical  analysis  of  the  committee's  sales 
ratio  study,  the  assessment  ratios  determined  by  the  Research  and 
Statistics  Division,  and  the  ratios  derived  from  a  study  by  the  staff 
of  appraisals  made  for  loan  purposes  by  a  large  bank. 

At  the  outset  of  Mr.  Chapman's  work  the  committee  was  given  a 
resolution  of  the  County  Supervisors  Association  of  California  which 
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had  been  drafted  in  co-operation  with  the  County  Assessors  Associa- 
tion: 

In  order  to  truly  fulfill  the  objectives  of  Senate  Concurrent 
Resolution  No.  92,  the  interim  committee  members  are  respectfully 
requested  to  direct  their  qualified  appraisal  experts  to  make  inde- 
pendent appraisals  of  at  least  two  major  representative  state- 
assessed  taxpayers  using  methods  comparable  to  the  assessment 
practices  employed  by  local  assessors  in  assessing  large  industries 
within  their  jurisdiction. 

Using  court-tested  methods  he  had  developed  during  his  more  than 
three  decades  wdth  the  State  of  Wisconsin,  Mr.  Chapman  proceeded  to 
appraise  20  state-assessees,  including  all  of  the  larger  ones.  He  re- 
ported on  these  appraisals  and  presented  a  detailed  report  on  the 
methods  of  the  State  Board  of  Equalization's  Valuation  Division  in 
"Report  No.  2"  of  the  Staff  and  Consultants  Reports. 

While  Mr.  Chapman  was  preparing  his  report  it  became  evident  that 
at  least  the  assessors  meant  a  "physical"  appraisal  when  they  adopted 
their  resolution,  though  they  had  failed  to  say  so  in  the  resolution.  Mr. 
Holl  investigated  this  idea  thoroughly  with  the  result  that  an  alterna- 
tive approach  to  utility  valuation  was  studied  by  the  staff  with  the 
co-operation  of  Mr.  Reeves.  This  study  is  covered  in  "Report  No.  6"  of 
the  Staff  and  Consultants  Reports. 

The  committee  also  obtained  estimates  from  two  competent  organi- 
zations, the  Public  Utilities  Commission  and  the  American  Appraisal 
Company,  of  the  cost  of  making  a  "stick  and  stone"  appraisal  of  two 
major  utilities.  The  following  table  shows  the  minimum  costs  of  such 
a  physical  appraisal  for  major  utilities : 

"STICK  AND   STONE"   APPRAISAL 

Utilit>j  Louiest  estimate 

Pacific  Gas  and  Electric  Company $8,000,000 

San  Diego  Gas  and  Electric  Company 700,000 

Southern  California  Edison  Company 3,500,000 

Southern  California  Gas  Company 1,500,000 

Pacific  Telephone  and  Telegraph  Company 5,500,000 

It  hardly  need  be  pointed  out  that  the  committee  could  not  undertake 
any  such  project  with  a  $200,000  appropriation. 

The  committee  would  like  to  point  out,  in  case  the  question  should 
firise  in  future  sessions  of  the  Legislature,  that  a  physical  appraisal  of 
either  all  or  a  part  of  a  major  public  utility  would  be  a  complete  waste 
of  funds.  The  State,  through  work  of  the  Public  Utilities  Commission 
and  the  State  Board  of  Equalization,  already  has  detailed  costs  and 
other  facts  that  are  as  accurate  as  could  be  obtained  from  a  physical  ap- 
praisal. The  data  are  based  upon  records  prescribed  in  detail  by  the 
commission,  upon  very  thorough  audits,  and  upon  extensive  field  checks. 
These  facts  have  been  gathered  by  the  State  through  the  expenditure 
of  many  millions  of  dollars  both  by  the  State  and  by  the  companies. 
A  physical  appraisal  to  duplicate  this  information  would  amount  to  a 
crass  waste  of  public  funds. 

In  addition  to  his  primary  study  Mr.  Chapman  undertook  a  study 
of  local  assessing  of  water  utilities.  His  results  are  reported  in  "Report 
No.  4"  of  the  Staff  and  Consultants  Reports. 
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When  both  Messrs.  Chapman  and  Reeves  had  completed  their  re- 
search and  were  preparing  their  individual  reports  they  met  and  agreed 
on  a  brief  joint  report  which  links  their  separate  investigations.  This 
was  published  as  "Report  No.  1"  of  the  Stajf  and  Consultants  Reports. 

Public  distribution  of  the  reports  began  on  February  20,  1959.  Public 
hearings  based  on  them  were  held  in  the  State  Capitol  on  March  9-10, 
1959. 

The  reports  submitted  by  Messrs.  Chapman  and  Reeves  do  two 
things.  They  present  findings  in  support  of  their  replies  to  the  ques- 
tions posed  by  Senate  Concurrent  Resolution  No.  92,  and  they  make 
recommendations  to  the  committee  based  on  their  findings.  Recognizing 
that  the  findings  should  be  considered  on  their  own  merits  before  any 
decision  could  be  made  concerning  the  recommendations,  the  commit- 
tee requested  witnesses  at  the  public  hearings  to  discuss  the  findings 
and  then  to  present  their  own  recommendations  for  legislation.  Most 
witnesses,  however,  confined  themselves  to  attacking  either  the  con- 
sultants' recommendations  because  of  their  economic  effect  or  the  find- 
ings because  of  the  recommendations  drawn  from  them.  The  committee 
believes  that  the  findings  of  its  consultants  were  completely  objective 
and  that  they  represent  a  high  quality  of  professional  work.  For  the 
most  part  the  committee  is  endorsing  the  recommendations  of  its  con- 
sultants; the  accompanying  constitutional  amendment  and  bill  reflect 
this  endorsement.  On  one  important  point — the  question  of  bringing 
together  the  level  of  state-assessed  and  locally  assessed  property — the 
committee  is  following  the  recommendation  of  the  consultants  in  gen- 
eral on  railroads  but  not  on  other  public  utilities.  Considering  utility 
taxation  in  the  light  of  California's  present  economic  and  fiscal  struc- 
ture, the  committee  has  concluded  that  a  somewhat  different  recom- 
mendation is  preferable  on  this  point. 

To  assist  it  in  arriving  at  the  most  equitable  legislative  proposals, 
the  committee  initiated  a  series  of  comparative  studies  of  assessment 
and  equalization  procedures  and  property  tax  structures  throughout 
the  United  States.  These  studies  were  conducted  by  Mrs.  Grace  K. 
Ohlson  and  are  tabulated  in  Appendices  E,  F,  G  and  H. 

For  a  period  of  almost  a  month  following  the  hearings  a  group 
representing  major  organizations  interested  in  the  assessment  practices 
field  worked  in  an  attempt  to  find  a  compromise  solution.  A  list  of  the 
persons  who  participated  and  the  organizations  they  represented  are 
shown  in  Appendix  I. 

To  the  credit  of  the  members  of  this  group  it  should  be  noted  that 
they  worked  hard  and  they  sincerely  sought  a  satisfactory  compromise. 
It  finally  became  evident,  however,  that  it  was  not  possible  to  work  out 
a  compromise  reasonably  satisfactory  to  all  parties.  Even  though  the 
members  of  the  group  did  not  find  a  solution,  their  work  was  of  valu- 
able assistance  to  the  committee.  Their  exploration  of  the  possible 
solutions,  in  particular,  proved  to  be  of  considerable  help  to  the  com- 
mittee in  developing  its  own  jiroposal. 

ASSESSMENT  LEVEL  OF  OPERATING  PUBLIC  UTILITY  PROPERTY 

The  committee's  consultants  concluded  that  public  utility  property 
is  being  assessed  by  the  State  Board  of  Equalization  at  about  50  per- 
cent of  its  full  cash  (market)  value.  Several  persons  in  testimony  at 
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our  hearing  questioned  this  oonclusioii.  Their  question  stemmed  in  part 
from  the  fact  that  a  utility  is  valued  in  a  somewhat  different  way  than 
a  local  property,  than  a  factory  for  example. 

It  should  be  kept  in  mind  that  the  basis  of  property  taxation  is  that 
properties  can  be  compared  by  their  market  value,  not  by  the  means 
of  arriving  at  that  market  value.  In  other  words,  market  value  is  a 
bridge  or  a  common  denominator  for  comparing  unlike  things. 

Market  value  is  found  in  many  ways,  the  exact  way  depending  upon 
the  characteristics  of  the  property  being  valued.  For  example,  depreci- 
ated replacement  cost  is  a  very  significant  factor  in  valuing  a  home  or 
a  factory.  But  no  one  would  contend  that  replacement  cost  has  any 
significance  in  valuing  an  out-of-date  movie.  An  even  more  extreme 
case,  there  is  no  such  thing  as  replacement  cost  for  land. 

But  a  ranch  and  a  factory  can  still  be  compared  through  the  common 
denominator  of  value.  In  these  cases  market  value  of  the  building  is 
arrived  at  by  giving  depreciated  replacement  cost  considerable  weight. 
The  valuation  of  the  ranch  takes  into  consideration  such  things  as 
productivity  and  sales.  By  using  the  correct  evidence  of  value  for  each, 
the  common  denominator  of  value  is  arrived  at. 

To  say  that  a  utility  should  be  valued  like  a  factory  is  to  say  in 
effect  that  a  utility  is  economically  like  a  factory.  But  does  anyone 
really  believe  that  a  public  utility  is  economically  like  a  factory  build- 
ing? Does  anyone  really  believe  that  the  unique  features  of  a  utility — 
its  monopoly,  stable  income,  regulation,  limitations  on  earnings,  and  all 
the  other  features — should  be  ignored  in  valuing  a  public  utility? 

It  seems  clear  to  the  committee  that  the  argument,  in  effect,  that  a 
utility  is  a  factory  has  completely  collapsed.  It  is  wholly  unrealistic  to 
think  that  the  many  unique  characteristics  of  a  utility  should  be  ig- 
nored in  finding  its  value. 

A  variation  of  the  argument  is  sometimes  made  to  the  effect  that 
market  value  of  a  utility  cannot  be  compared  to  that  of  a  common 
property  because  somewhat  different  value  indexes  are  used.  The  con- 
tention is  made  that  a  "different"  value  is  arrived  at  for  a  utility 
because  depreciated  replacement  cost  is  not  given  major  weight,  as  it 
is  in  some  types  of  locally  assessed  property.  The  argument  is  strongly 
inconsistent  on  its  face.  It  implies  first  of  all  that  one  set  of  indexes  is 
applied  uniformly  to  all  locally  assessed  property,  in  effect  that  farms, 
factories,  homes,  stores,  and  furniture  are  all  valued  by  one,  precise, 
mathematical  formula.  Nothing,  of  course,  could  be  farther  from  the 
fact. 

The  local  assessor  uses  the  indexes  and  gives  them  the  weights  that 
in  his  judgment  are  correct  for  finding  the  value  of  the  particular 
property  being  appraised.  He  is  not  concerned  about  the  fact  that  he 
uses  depreciated  replacement  cost  as  an  evidence  of  value  on  a  factory 
even  though,  as  mentioned  previously,  there  is  no  such  thing  as  replace- 
ment cost  for  valuing  farmland.  He  recognizes  that  if  he  uses  the 
correct  indexes  for  each  type  of  property  he  will  come  to  figures  that 
can  be  compared ;  in  short  he  will  find  market  value. 

By  the  same  token,  if  the  correct  indexes  for  valuing  utilities  are 
used,  market  value  of  the  utility  will  be  found  and  that  value  can  be 
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directly  compared  to  the  value  of  any  other  property,  whether  it  be  a 
factory,  home,  ranch,  or  office  building. 

This  point  of  comparability  of  properties  of  various  types  throuph 
the  medium  of  market  value  was  rather  clearly  expressed  in  our  con- 
sultants' report: 

There  are  economic  differences  between  many  types  of  locally 
assessed  properties.  Plomes  are  different  from  apartment  houses. 
These  same  apartment  houses  are  different  from  other  businesses, 
which  in  turn  have  peculiarities  because  of  being  manufacturing, 
farm  or  retail.  Utilities  are  economically  different  because  of  being 
a  regulated  industry,  with  prescribed  territories,  fixed  rates,  an 
exact  earning  base,  and  a  limited  earnings  on  that  base.  But  all 
the  differences  do  not  prevent  an  appraiser  from  arriving  at  a 
common  basis  for  taxation.  By  recognizing  the  individual  char- 
acteristics of  each  class  and  type  of  propertj^  and  by  varying  his 
appraisal  method  accordingly,  he  arrives  at  a  true  common  denomi- 
nator, ' '  full  cash  value. ' ' 

Whatever  the  type  of  property,  there  is  one  and  only  one  stand- 
ard—''full  cash  value."  The  prevailing  economics  for  each  type  of 
property  will  determine  how  the  standard  will  be  reached  and  the 
methods  used  to  arrive  at  the  standard  will  be  varied.  But  there 
is  a  common  denominator  for  assessment  purposes  for  all  types  of 
taxable  propert}^  and  that  standard  is  "full  cash  value."  ^ 

The  committee  has  found  that  confusion  exists  between  market  value 
and  the  rate  base  found  by  the  Public  Utilities  Commission.  Conten- 
tions have  been  made  that  the  State  Board  of  Equalization  uses  a 
method  of  valuation  designed  to  establish  a  base  for  utility  rate  making. 
This  misunderstanding  apparently  stems  from  a  lack  of  knowledge  of 
how  the  Public  Utilities  Commission  establishes  a  rate  base. 

The  Public  Utilities  Commission  uses  the  cost  of  each  item  of  utility 
property  when  it  was  first  devoted  to  public  service.  The  summation  of 
all  these  costs,  after  appropriate  depreciation,  becomes  the  rate  base 
upon  which  the  utility  company  is  permitted  to  earn  a  reasonable 
return. 

The  Board  of  Equalization  takes  this  depreciated  historical  cost  into 
account  when  it  computes  the  market  value  of  a  utility,  but  much 
greater  weight  is  given  in  total  to  other  factors — such  as  capitalized 
income,  stock  and  debt  values  and  depreciated  reproduction  cost.  Thus, 
because  the  rate  base  of  a  regulated  utility  is  important  in  estimating 
its  market  value,  the  board  considers  depreciated  historical  cost,  but 
only  as  one  of  several  pertinent  factors  and  never  as  the  sole  factor. 
The  board's  market  value  findings  can,  and  often  do,  differ  substan- 
tially from  the  rate  base. 

Having  heard  many  times  the  misconceptions  analyzed  above,  we 
had  repeatedly  urged  that  people  go  beyond  them  and  tell  us  at  our 
hearings  how  a  utility  should  be  valued.  In  our  announcement  of  the 
hearings  we  again  urged  it  and  urged  that  witnesses  apply  their  ideas 
to  the  figures  available  on  various  utilities. 


'Joint  Interim  Committee  on  Assessment  Practices  Staff  and  Consultants  Reports  to 
the  Committee^  February,  1959,  pp.  11-12. 
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It  is  highly  significant  that  no  witness  offered  testimony  directly  on 
how  a  utility  slionld  be  valued.  No  witness  offered  to  apply  his  ideas  to 
a  i)ar1i('ular  utility.  Only  one  witness  under  questioning,  offered  his 
conclusion  as  to  the  value  of  a  utility.  Mr.  John  W.  Lynch,  member  of 
the  State  l>oar(l  of  Equalization,  under  questioning  concluded  that  the 
board 's  staff'  in  arriving  at  assessments  of  50  percent  of  full  cash  value 
used  methods  approved  widely  by  other  states,  the  authorities,  and  the 
courts,  and  he  said  he  could  not  disagree  with  their  findings  of  value, 

ASSESSMENT  LEVEL  OF  LOCALLY  ASSESSED  PROPERTY 

Mr.  Reeves,  our  consultant  on  locally  assessed  property,  concluded 
that  such  property  is  being  assessed  on  an  average  at  about  25  percent 
of  its  market  value,  or  as  it  is  called  in  the  Constitution,  "full  cash 
value."  His  conclusion  was  based  in  large  part  upon:  (1)  studies  and 
discussions  in  each  county  in  the  State  and  at  the  State  Board  of 
Equalization;  (2)  the  committee's  studies  of  bank  appraisals;  and  (3) 
the  committee's  own  sales  studies. 

The  use  of  sales  to  determine  the  level  of  assessment  deserves  some 
comment.  We  are  well  aware  that  some  persons  deprecate  the  use  of 
sales  as  an  evidence  of  value.  They  point  out  such  things  as  easy  credit, 
guaranteed  loans,  mass  construction,  showmanship  selling,  and  some 
out-of-line  sales  to  argue  that  sales  no  longer  represent  value. 

It  is  true  that  an  individual  sale  may  not  be  conclusive  evidence  of 
value.  For  example,  a  sale  of  a  house  in  which  the  seller  takes  back 
a  $3,000,  6  percent  second  trust  could  not  be  taken  at  face  value.  If  the 
seller  were  to  try  to  convert  his  second  trust  to  cash  in  the  bank  he 
would  probably  have  to  discount  it  substantially  and  sell  it  for  perhaps 
$2,000.  It  is  readily  conceded  that  the  full  market  value  of  the  house 
in  this  case  is  $1,000  less  than  the  face  value  of  the  exchanged  cash 
and  paper. 

But  when  a  person  follows  such  logic  to  the  extreme  conclusion  that 
all  present  day  sales  are  not  indicative  of  value,  he  is  getting  on  ex- 
tremely weak  ground.  To  say  that  the  millions  of  persons  who  annually 
buy  and  sell  property  are  not  establishing  market  value  is  to  deny 
the  YQvy  definition  of  market  value.  True,  the  market  today  is  domi- 
nated by  government  assistance,  mass  construction,  and  in  some  cases 
low  down  payments.  It  is  also  influenced,  on  the  other  hand,  by  the 
highest  interest  rates  in  a  quarter  of  a  century.  This  is  America  today. 
These  are  the  facts.  There  is  no  logic  in  thinking  of  "market  value" 
in  terms  of  credit  and  other  conditions  that  prevailed  30  years  ago. 
Market  value  is  the  value  today  under  conditions  of  today.  Market 
value  is  the  price  at  which  willing  buyers  and  sellers  would  exchange 
property.  And  there  is  no  better  evidence  of  the  price  at  which  prop- 
erty would  sell  than  the  prices  at  which  millions  of  properties  are  sold 
each  year. 

The  studies  by  Mr.  Reeves  and  the  committee 's  staff'  became  the  most 
recent  in  a  whole  series  of  studies  on  local  assessment  ratios.  The  studies 
are  of  both  the  sales  type  and  the  appraisal  type.  Highlights  of  these 
studies  are: 
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Ratio  of  assessments 
to  full  cash  value 
Sales  Ratio  Studies  '  (percent) 

1.  U.  S.  Bureau  of  the  Census^ 12.9-19.8 

2.  Joint  Interim  Committee  on  Assessment  Practices  * 18.4-26.9 

Appraisal  Studies 

1.  State  Interim  Committee  on  State  and  Local  Taxation  * 27.3 

2.  State  Board  of  Equalization,  1958 23.7 

3.  Bank  appraisals  of  six  counties^ 25.1-30.6 

1  The  sales  ratio  studies  measure  the  relationship  between  assessed  values  and  sales  price  of  trans- 

ferred real  property  only,  exclusive  of  develoijcd  petroleum  mineral  rights. 

2  "Assessed  Values  and  Sales  Prices  of  Transferred  Real  Property"    (Advance  Releases,  Number  7 

of  the  1957  Census  of  Governments),  Bureau  of  the  Census,  May  5,  195S.  This  publication 
shows  sales  ratios  by  type  of  property  ranging  from  12.9  percent  for  acreage  and  farm  prop- 
erties to  19.8  for  nonfarra  residential  properties. 

» "Staff  and  Consultants  Reports  to  the  Committee, "  .Joint  Interim  Committee  on  Assessment 
Practices,  February,  1959,  pp.  211-212. 

*  "Property  Assessments  and  Equalization  in  California,"  Report  of  tlie  Senate  Interim  Committee 
on  State  and  Local  Taxation,  March,  1953,  p.  284. 

fi  "Staff  and  Consultants  Reports  to  the  Committee,"  Joint  Interim  Committee  on  Assessment 
Practices,  February,  1959,  p.  207. 

Another  very  significant  evidence  of  local  assessment  level  came  as 
the  result  of  a  series  of  meetings  held  by  committee  members  and  staff 
throughout  the  State.  The  State  Board  of  Equalization  had  found  that 
in  1958  the  average  assessment  level  for  every  county  in  the  State  fell 
somewhere  between  20.5  and  29.5  percent  of  full  cash  value.  Upon 
questioning  at  these  meetings  the  assessors  in  most  of  the  counties 
freely  expressed  the  opinions  that  the  average  level  within  their 
counties  did  fall  within  the  20.5-29.5  range  found  by  the  board. 

Only  one  person  at  the  public  hearing  expressed  disagreement  with 
the  consultant's  conclusion  that  locally  assessed  property  is  assessed  on 
an  average  at  about  25  percent  of  full  cash  value.  The  assessor  of  the 
City  and  County  of  San  Francisco  testified  that  property  in  San 
Francisco  is  assessed  at  50  percent  of  full  cash  value.  San  Francisco's 
tax  rate  is  about  the  same  as  that  for  other  populous  counties.  It  has 
no  reputation  for  having  taxes  far  higher  than  those  in  other  large  com- 
munities. So  it  would  seem  logical  that  the  average  assessment  level  in 
San  Francisco  is  about  the  same  as  elsewhere  in  the  State.  In  fact, 
the  State  Board  of  Equalization  had  found  the  1958  average  assess- 
ment level  for  San  Francisco  to  be  25  percent  of  full  cash  value. 

The  committee  members  first  understood  that  the  San  Francisco 
assessor's  conclusion  was  based  upon  formal  studies  to  determine  the 
assessment  level.  In  response  to  a  request,  however,  to  supply  a  copy 
of  any  such  study,  the  assessor  said  his  statement  was  based  on  the 
reappraisal  program  keeping  assessments  at  the  50  percent  level. 

Subsequent  to  the  hearings  the  committee  sent  its  staff  to  San  Fran- 
cisco to  find  out  how  San  Francisco  alone,  out  of  all  the  counties  in 
the  State,  could  keep  its  assessments  at  such  a  uniform  level.  The  staff 
was  to  obtain  the  date  of  the  most  recent  reappraisal  and  the  date  of 
the  most  recent  reassessment  for  each  property  in  selected  blocks. 

The  most  startling  fact  about  the  San  Francisco  picture  turned  out 
to  be  that  many  residential  improvements  have  not  been  reappraised 
in  10,  15,  or  20  years.  In  fact,  for  several  structures  in  the  sample  there 
was  no  evidence  in  the  record  that  they  had  ever  been  appraised.  The 
last  assessment  change  on  many  of  these  improvements  went  back  to 
1940,  1938,  and  1933.  The  situation  on  land  was  not  quite  as  startling, 
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but  oven  here  there  were  numerous  properties  in  the  small  sample  on 
which  the  land  assessment  had  last  been  changed  in  1941. 

The  assessor  and  his  staff  indicated  that  they  do  look  at  each  prop- 
erty yearly  from  the  outside  and  make  appraisals  when  there  are  evi- 
dent changes  in  the  property.  They  also  pointed  out,  however,  that 
many  changes  do  occur  without  their  knowledge. 

It  is  clear  that  the  appraisals  and  assessments  of  many  San  Francisco 
properties  are  so  far  out  of  date  as  to  be  almost  meaningless.  Credence 
clearly  cannot  be  given  to  the  testimony  that  the  assessment  level  is  50 
percent.  The  objective,  impartial  studies,  all  of  which  show  the  level  to 
be  approximately  25  percent,  are  far  more  convincing.  The  committee 
is  firmly  of  the  opinion  that  the  average  assessment  in  San  Francisco, 
as  in  all  other  counties  in  the  State,  does  fall  within  the  20.5-29.5 
range  found  by  the  State  Board  of  Equalization. 

ASSESSMENT  LEVEL  FINDINGS 

It  is  not  the  function  of  this  committee  to  find  the  exact  assessment 
level  of  state  assessed  and  locally  assessed  property.  In  fact,  even  if 
we  were  to  come  to  a  precise  conclusion,  by  the  nature  of  a  committee's 
studies  the  conclusion  would  of  necessity  be  in  terms  of  assessments 
of  a  year  or  two  ago. 

The  function  of  the  committee  is  to  determine  whether  or  not  the 
property  tax  equity  requirements  of  the  Constitution  are  being  met. 
If  they  are  not,  it  is  our  function  to  recommend  what  should  be  done — 
whether  action  should  be  taken  to  bring  practices  in  line  with  the  Con- 
stitution or  whether  the  Constitution  should  be  changed. 

The  greatest  disservice  this  committee  could  do  would  be  to  perpe- 
tuate the  hoary  cliches  that  have  confused  the  assessment  picture  in 
this  State  for  years.  We  are,  therefore,  firmly  stating  several  conclusions 
on  the  question  of  state-assessed  and  locally  assessed  property : 

1.  You  can  find  the  market  value  or  full  cash  value,  whichever  you 
choose  to  call  it,  of  a  public  utility. 

2.  In  finding  the  market  value  of  a  utility  you  must  recognize  its 
unique  economic  characteristics — monopoly,  fixed  income,  regula- 
tion, and  so  forth- — ^and  apply  indexes  that  properly  weigh  those 
factors.  You  cannot  find  the  market  value  of  a  public  utility  by 
assuming  it  is  a  factory  or  is  like  a  factory,  a  farm,  or  a  residence. 

3.  The  market  value  of  a  public  utility  can  be  directly  compared  to 
the  market  value  of  a  factory,  farm,  residence,  or  any  other  as- 
sessable property. 

4.  There  is  conclusive  evidence  that  public  utility  property  is  being 
assessed  substantially  higher  by  the  State  than  so-called  "com- 
mon property"  is  being  assessed  locally. 

Since  there  will  be  some  challenge  to  the  fourth  conclusion,  that 
public  utility  property  is  relatively  over-assessed,  a  few  words  of  sup- 
port are  in  order.  In  supporting  the  conclusion  it  is  not  our  purpose 
to  get  into  the  details  of  valuation  theory  and  arrive  at  precise  values. 
We  merely  want  to  point  out  that  by  the  evidence  of  value  to  which 
the  critics  of  this  conclusion  are  most  attached,  namely  depreciated 
replacement  or  reproduction  cost,  there  is  unmistakable  evidence  of 
utility  over-assessment. 
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Depreciated  replacement  or  reproduction  cost,  as  is  generally  con- 
ceded, sets  a  ceiling  or  upper  limit  on  value.  Mr.  Chapman  points  out 
that  depreciated  replacement  or  reproduction  cost  has  such  serious 
limitations  in  finding  utility  value  that  he  does  not  even  use  it.  But  it 
is  conceded  that  this  cost  factor  does  represent  the  highest  evidence  of 
value. 

It  is  interesting,  therefore,  to  compare  assessments  of  utility  property 
to  that  of  common  property.  On  pages  235  and  236  of  the  consultants' 
reports  there  are  these  figures  expressing  assessments  as  a  ratio  to 
depreciated  replacement  or  reproduction  cost : 

Locally  assessed  property 22.8% 

State  assessed  property 34.4% 

We  wish  to  emphasize  that  these  are  not  direct  comparisons  of  value. 
They  are  figures  chosen  because  they  are  the  most  disadvantageous  to 
the  utilities.  In  short,  using  figures  that  would  deliberately  over-rate 
utility  values  we  see  that  there  is  conclusive  evidence  that  utilities  are 
substantially  over-assessed  compared  to  the  average  of  common  prop- 
erty. 

There  will  be  some  persons  who  will  not  like  these  facts.  The  thought 
of  a  substantial  tax  shift — $95,000,000  has  been  mentioned  frequently 
since  our  consultants'  reports  were  issued^ — understandably  makes 
many  persons  apprehensive.  The  committee  can  understand  such  appre- 
hension. But  nothing  is  gained  by  ignoring  or  obscuring  the  facts.  And 
the  facts  are  crystal  clear.  Our  problem  is  to  work  from  them  to  find  a 
satisfactory  solution. 

ASSESSMENT  LEVEL  VARIATIONS  WITHIN  COUNTIES 

There  are  apparently  some  important  differences  in  assessment  levels 
within  counties.  The  reports  of  the  committee's  consultants  have  several 
tables  pointing  to  this  conclusion.  The  Bureau  of  the  Census  study 
would  seem  to  indicate  the  same  thing.  The  exact  pattern  varies  by 
counties.  In  several  counties,  for  example,  inventories  and  other  per- 
sonal property  of  commercial  and  industrial  establishments  appear  to 
be  relatively  over-assessed.  One  tendency  most  pronounced  throughout 
the  State  is  for  a  variation  in  assessment  level  by  value  class  of  prop- 
erty. Specifically  there  is  a  notable  tendenc^^  for  properties  in  the 
high-value  categories  to  be  valued  at  a  higher  assessment  ratio  than 
those  in  the  low-value  categories. 

CAUSES  OF  ASSESSMENT  LEVEL  VARIATIONS 

Local  assessment  level  variations  by  property  type  or  by  value  class 
could  be  caused  by  many  things.  Among  the  more  important  possible 
causes  we  explored  were:  (1)  assessment  organization  and  procedure; 
(2)  assessment  personnel;  (3)  appeals  and  review  organization;  and 
(4)  assessment,  appeals,  and  review  laws. 

One  of  the  advantages  in  having  consultants  from  out  of  the  State 
was  that  we  were  able  to  get  a  comparison  to  other  states.  On  the  point 
of  assessment  organization  and  procedures,  California  fared  very  well 
in  comparison  with  other  states.  The  consultants  were  complimentary 
of  the  Board  of  Equalization  leadership,  the  appraisal  manuals,  the 
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wide-spread  mechanization,  and  of  many  other  aspects  of  the  assess- 
ment organization  and  procedure. 

Personnel  received  equall.y  hiph  praise.  The  assessors  and  their  staffs 
■were  commended  on  their  understanding,  appraisal  work,  and  on  many 
other  points.  The  size  of  the  staffs  even  appear  to  be  reasonably  ade- 
quate. While  it  is  not  always  possible  to  keep  abreast  of  a  four-year 
appraisal  cycle,  the  work  is  reasonably  current  in  most  counties  and 
there  has  been  substantial  improvement  in  recent  years. 

There  was  not  the  same  high  praise  for  the  handling  of  appeals.  A 
typical  appeal  might  be  that  of  a  home  owner.  He  may  feel  that  be- 
taiise  liis  taxes  have  gone  up  or  his  income  has  gone  down  the  assess- 
ment must  be  too  high.  Such  appeals  in  general  have  little  merit.  But 
some  home  owners  are  more  realistic.  They  appeal  because  they  think 
that  their  property  is  over-valued  in  relation  to  other  property  in  the 
county.  This  type  of  appeal  is,  of  course,  the  very  type  that  the  appeal 
machinery  is  supposed  to  handle.  It  is  interesting  to  see  how  well  it 
works. 

The  validity  of  the  appellant's  complaint  depends  upon  two  factors: 
(1)  the  valuation  placed  upon  his  property;  and  (2)  the  valuation 
placed  upon  all  other  property.  To  be  more  specific,  if  his  property  is 
assessed  at  29  jDercent  of  its  full  cash  value  and  all  other  property  is 
assessed  at  29  percent  he  is  suffering  no  inequity.  On  the  other  hand, 
if  his  property  is  at  35  percent  and  the  county-wide  average  is  22  per- 
cent, then  he  is  being  over-taxed. 

The  assessors'  offices  throughout  the  State  are  very  good  in  assisting 
the  appellant  on  the  first  point,  the  valuation  of  his  property.  In  most 
counties  the  staff'  of  the  office  will  explain  the  appraisal  method,  show 
the  appellant  a  picture  of  his  house,  and  carefully  go  through  the  many 
appraisal  facts.  This  thorough,  courteous  treatment  ends  many  po- 
tential appeals  before  they  even  get  to  the  appeal  stage. 

On  the  second  point,  comparing  Avith  all  other  properties  in  the 
county,  the  assessors'  offices  are  almost  uniformly  deficient.  The  gen- 
eral practice  is  to  request  an  appellant  to  compare  his  house  with 
similar  ones.  Such  comparisons  will  usually  show  that  the  property  in 
question  is  fairly  assessed  in  relation  to  surrounding  properties. 

But  trouble  arises  when  the  appellant  wants  to  compare  his  assess- 
ment to  all  property  in  the  county — to  other  homes,  to  farms,  factories, 
office  buildings,  stores,  vacant  lots,  and  all  the  rest.  Specifically  the 
appellant  may  conclude  that  his  property  and  that  of  his  neighbors  are 
assessed  at  35  percent  but  he  wants  to  know  what  the  county-wide  aver- 
age is  for  all  property.  In  most  counties,  on  the  question  of  the  county 's 
average  assessment  level,  the  appellant  is  confronted  with  what  must 
frequently  appear  to  be  a  conspiracy  of  silence.  His  assessor  will  not 
tell  him  the  county's  assessment  level.  His  board  of  equalization  will 
not  tell  him.  And  the  State  Board  of  Equalization  will  not  tell  him. 
Literally  he  has  no  way  of  finding  out  this  essential  fact,  at  least  short 
of  court  action  and  a  court  order. 

When  the  appeal  reaches  the  board  of  equalization  the  appellant  is 
in  the  same  position  as  in  the  assessor's  office.  There  is  no  lack  of  evi- 
dence about  his  house  and  comparable  houses.  But  there  is  no  way  to 
compare  with  substantially  larger  or  smaller  houses,  or  with  factories, 
farms,  and  office  buildings.   The  assessor  still  will  not  disclose  the 
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county-wide  assessment  ratio  and  the  board  of  equalization  in  most 
cases  cannot  disclose  it  because  the  board  itself  has  no  way  of  finding 
out  what  it  is ! 

Lack  of  essential  information  is  only  one  of  the  deficiencies  in  some 
county  boards  of  equalization.  The  county  boards  of  equalization,  com- 
posed of  members  of  the  county  boards  of  supervisors  acting  in  an  ex 
officio  capacity,  sometimes  show  little  enthusiasm  for  their  equalization 
work.  It  is  at  best  an  added,  sometimes  unpleasant  duty.  The  problems 
are  often  complex  and  technical.  In  such  a  situation  the  board  members 
are  apt  to  support  the  assessor  on  the  grounds  that  he  is  supposed  to 
be  the  authority.  "We  have  confidence  in  our  assessor"  is  probably  the 
most  frequent  response  of  equalization  board  members  to  questions 
about  their  work.  Such  confidence,  of  course,  is  complimentary  and 
usually  well  deserved,  but  in  many  cases  it  covers  a  less  than  desirable 
amount  of  inquiry  on  the  part  of  board  members. 

There  is  a  possibly  more  serious  deficiency  in  the  operation  of  county 
boards  of  equalization.  That  deficiency  is  that  under  the  law  they  have 
no  real  equalizing  authority.  They  cannot  increase  or  decrease  all  prop- 
erties of  a  given  class  or  type.  They  cannot  change  the  assessment  of 
all  land  or  of  all  structures.  They  are  merely  boards  of  appeal.  This 
lack  of  equalization  authority  sometimes  even  poses  a  difficult  problem. 
LoM^ering  a  particular  property  assessment,  on  an  orange  grove  for 
example,  may  place  that  property  more  in  line  with  properties  as  a 
whole  in  a  county,  but  it  may  at  the  same  time  create  a  sharp  contrast 
between  that  particular  grove  and  other  groves  whose  owners  have  not 
appealed. 

We  have  mentioned  that  the  county  boards  of  equalization  have  no 
authority  to  equalize  properties  across-the-board  by  type  or  class  or  in 
any  other  way.  The  State  Board  of  Equalization  has  authority  to  raise 
or  lower  the  entire  roll  of  a  county.  Section  1832.5  of  the  Revenue  and 
Taxation  Code  also  gives  it  authority  to  equalize  by  three  major  cate- 
gories— land,  improvements,  and  personal  property.  There  is,  however, 
question  as  to  whether  even  this  latter,  very  limited  type  of  intra- 
county  authority  is  in  accordance  with  Sec.  9,  Article  XIII,  of  the 
Constitution.  The  net  effect,  therefore,  is  that  county  boards  of  equaliza- 
tion can  change  individual  assessments  upon  appeal  and  the  State 
Board  of  Equalization  can  uniformly  raise  or  lower  all  assessments 
within  a  county.  But  between  these  very  widely  separated  points  there 
is  neither  appeals  nor  equalization  authority. 

Mr.  Reeves,  our  consultant  on  local  property  tax  matters,  concluded 
that  there  is  a  third  deficiency.  He  pointed  out  that  there  is  no  appeal 
from  the  county  boards  of  equalization,  except  to  the  courts.  He  recom- 
mended that  appeals  be  provided  to  the  State  Board  of  Equalization 
from  the  county  boards. 

IMPROVING  LOCAL  APPEALS  AND  EQUALIZATION 

The  committee  has  no  doubt  but  that  there  will  need  to  be  additional 
authority  granted  in  the  future  to  handle  appeals  and  provide  for 
more  complete  equalization.  The  legislation  may  take  the  form  of  a 
new  equalization  agency  or  of  authority  either  in  the  State  or  locally 
to  equalize  by  type  and  class  of  property.  Appeals  to  the  State  Board 
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of  Equalization  from  local  decisions  may  have  to  be  provided.  Or  there 
may  be  any  variation  of  these  possibilities. 

The  committee  is  not,  however,  recommending  any  of  these  changes. 
Our  logic  is  that  the  present  organizations  and  procedures  have  been  so 
hampered  by  the  secrecy  surrounding  the  local  assessment  ratio  that 
it  is  impossible  at  this  time  to  evaluate  their  potential  effectiveness. 
We  feel  certain  that  bringing  the  local  assessment  ratio  information 
out  into  official,  public  view  will  have  far-reaching  effects  in  promoting 
uniform  assessments. 

We  are  proposing  two  things  to  open  up  and  vitalize  the  appeals 
machinery.  First  we  are  introducing  legislation  to  require  the  State 
Board  of  Equalization  to  publish  each  year  its  findings  as  to  the 
average  assessment  level  in  each  county.  Second  we  are  proposing  legis- 
lation to  make  that  county  average  prima  facie  evidence  in  appeal  cases. 
In  short,  in  the  legislation  we  are  proposing  a  man  whose  house  is 
assessed  at  29  percent  of  full  cash  value  will  be  able  to  do  more  than 
merely  compare  his  house  with  other  comparable  houses.  He  will  be 
able  to  compare  the  assessment  level  of  his  property  with  the  county- 
wide  average.  If  his  property  is  assessed  at  35  percent  and  the  county- 
Avide  average  is  at  22  percent,  he  has  a  case  for  getting  relief. 

The  assessors  object  to  the  disclosure  of  the  county  assessment  ratio. 
Their  objection  is  principally  a  contention  that  it  will  result  in  a  deluge 
of  appeals.  There  are  two  answ^ers  to  their  argument.  One  is  that  in 
several  counties  where  the  assessment  level  has  been  fairly  common 
knowledge  there  has  not  been  a  noticeable  increase  in  appeals.  The 
second  answer  is  that,  if  there  are  serious  tax  inequities,  appeals  are 
desirable.  That  is  why  the  appeals  machinery  was  created. 

The  State  spends  over  half  a  million  dollars  each  year  to  obtain  the 
local  assessment  ratios.  The  results  of  the  State  Board  of  Equalization 
studies  are  of  primary  importance  to  every  property  owner.  There  is 
no  military,  social,  or  economic  reason  for  keeping  the  results  secret. 
The  only  reason  for  secrecy  is  to  discourage  appeals — to  put  it  bluntly, 
to  obstruct  the  workings  of  the  normal  democratic  process. 

This  secrecy  in  order  to  obstruct  justice  is  repugnant  to  American 
concepts.  It  is  contrary  to  the  precepts  of  the  Nation  and  the  State. 
California  has  been  a  leader  in  making  government  information  and 
operations  open  to  the  public.  Recent  legislatures  have  passed  strong 
laws  clearlj^  indicating  the  state's  position.  AVhile  we  think  it  un- 
fortunate that  an  administrative  agency  would  require  legislative 
action,  we  are  certain  that  the  Legislature  and  the  people  of  the  State 
will  now  insist  upon  it. 

IMPROVING  STATE  ASSESSMENTS 

One  criticism  levied  against  the  State  Board  of  Equalization  is  that  it 
takes  actions  and  then  sits  as  an  appeal  agency  on  its  own  actions.  One 
of  our  consultants,  Mr.  Chapman,  was  critical  of  the  board  on  a  second 
point.  He  felt  that  much  of  the  equalization  problem  stems  from  the 
board  members  holding  themselves  aloof  from  the  staff's  work. 

"Our  observation  in  other  states  is  that  active  participation  by 
the  responsible  officials  goes  a  long  w^ay  toward  ironing  out  prob- 
lems such  as  those  that  now  beset  California.  The  interest  and 
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understanding  of  these  officials  permit  them  to  exert  the  leadership 
incumbent  in  their  positions.  Through  their  leadership  and  through 
their  decisions,  problems  such  as  those  of  California  can  be 
handled."  ^ 

Mr.  Chapman  summarized  his  conclusions  and  made  recommenda- 
tions on  this  point  that  are  worthy  of  noting : 

''The  board  apparently  bases  its  arms-length  policy  in  part  upon 
a  desire  to  maintain  its  objectivity  in  hearing  appeals.  The  logic  of 
this  position  is  not  appealing  to  us.  In  the  first  place,  quasi-judicial 
agencies  such  as  the  board  are  created  so  that  intimate  knowledge 
can  be  applied  to  complicated,  technical  problems.  Remaining  aloof 
from  those  problems  nullifies  the  very  purpose  of  having  a  quasi- 
judicial  agency.  It  is  doubtful  that  the  arms-length  dealings  with 
the  staff,  the  limited  hearings  and  the  extremely  abbreviated  find- 
ings of  the  board  on  valuations  produce  open  and  patently  ob- 
jective results.  We  strongly  recommend  that  the  Board  of  Equal- 
ization members  inform  themselves  fully  of  the  work  of  their 
staffs,  take  an  active  part  in  the  value  determinations,  and  openly 
and  clearly  state  their  conclusions. '  '^ 

In  commenting  upon  equalization  of  locally  assessed  property  we 
pointed  out  that  experience  may  demonstrate  that  the  equalization 
organizations  need  to  be  changed.  But  the  first  step  is  to  determine 
whether  or  not  the  present  machinery  will  work  if  it  is  given  the 
necessary  lubrication  of  publicity. 

The  same  thing  applies  to  the  State  Board  of  Equalization's  assess- 
ment of  utility  propert5^  The  first  step  is  to  bring  the  board's  work  out 
into  the  open.  There  is  no  reason  why  the  board  members  should  remain 
aloof  from  the  assessment  of  public  utilities,  accept  the  staff's  recom- 
mendations, and  then  proceed  to  challenge  the  very  conclusions  they 
have  adopted. 

The  committee  is  introducing  legislation  that,  as  the  counterpart  to 
the  publication  of  county  ratios,  would  require  the  board  to  state  its 
ratio  in  assessing  utility  property.  In  the  same  spirit  of  full  disclosure 
the  board  would  be  required  to  make  findings  to  show  how  it  arrived 
at  the  assessment  for  each  company- — its  methods,  full  cash  value  deter- 
minations, assessment  ratio  applied,  and  finally  the  assessment. 

SOLUTION  TO  THE  UTILITY-COMMON  PROPERTY  DISPARITY 

In  working  out  a  solution  to  the  clear-cut  disparity  in  the  assessment 
level  between  locally  assessed  and  state-assessed  properties,  we  are 
guided  by  five  principles : 

1.  The  economic  health  of  the  State  should  be  protected  and  fostered. 

2.  There  should  be  the  minimum  disruption  to  historical  patterns  of 
taxation. 

3.  No  business  should  be  at  an  advantage  or  a  disadvantage  in  com- 
petition as  the  result  of  taxation. 

4.  There  should  be  adequate  assessment  and  review  machinery  to  pre- 
vent further  disparities  from  developing  in  the  future. 

-  Joint  Interim  Committee  on  Assessment  Practices  Staff  and  Consultants  Reports  to 

the  Committee,  February,  1959,  p.  31. 
3  Ibid.,  p.  32. 
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5.  Property  should  be  assessed  where  the  appraisals  can  be  made 
most  accurately  and  expeditiously. 

The  committee  is  of  the  opinion  that  these  principles  can  be  most 
nearly  met  by  a  constitutional  amendment  and  legislation  that:  (1) 
continues  electric,  gas,  and  telephone  assessments  at  roughly  their 
present  level  of  double  that  of  locally  assessed  property;  (2)  drops 
railroad  assessments  to  the  local  level;  (3)  has  utility  nonoperating 
property,  pipelines,  and  some  other  properties  assessed  locally  instead 
of  by  the  State;  and  (4)  provides  full  disclosure  of  assessment  ratios 
and  assessment  methods. 

One  of  our  first  questions  was  whether  the  present  higher  assessment 
of  gas,  electric,  and  telephone  properties  is  placing  the  State  at  a  com- 
petitive disadvantage.  It  is  clear,  of  course,  that  taxes  upon  these 
properties  are  passed  along  to  the  consumer  and  are  reflected  in  utility 
rates.  In  studying  this  question  we  analyzed  utility  taxation  in  other 
states.  Appendices  G  and  H  show  the  states  that  tax  utilities  over  and 
above  the  taxes  placed  upon  other  industry.  It  will  be  seen  from  the 
two  appendices  that  special  taxes  upon  utilities  are  commonplace;  in 
fact,  most  states  have  such  taxes  of  one  form  or  another.  The  tax  base 
and  rates  A'ary  from  state  to  state,  but  it  does  not  appear  that  Cali- 
fornia is  hurting  itself  economically  by  its  higher  tax  upon  utilities 
than  upon  common  property. 

We  also  explored  the  economic  effect  at  our  public  hearings.  Senator 
Miller  questioned  Mr.  Robert  H.  Gerdes,  vice  president  of  Pacific  Gas 
and  Electric  Company,  about  the  effect  of  the  higher  assessments  in 
the  utility  bill  of  industrial  consumers.  The  conclusion  was  that  the 
effect  was  only  minor  and  that  it  would  appear  to  be  almost  negligible 
among  the  many  factors  that  attract  or  discourage  industry. 

On  the  second  principle,  the  minimum  disruption  of  the  historical  tax 
pattern,  it  seems  clear  that  a  constitutional  amendment  permitting  the 
taxation  of  utilities  (except  railroads)  as  at  present  is  the  best  way  to 
meet  the  objective. 

We  are  recommending  that  the  assessment  of  railroad  property  be  at 
the  statewide  average  of  locally  assessed  property.  This  will  mean  a 
reduction  in  railroad  taxes  by  possibly  as  much  as  $12,500,000  a  year. 
It  will  mean  a  corresponding  increase  in  other  taxes.  The  increase, 
however,  will  be  minor  when  spread  over  all  property  in  the  State. 
Specifically  the  reduction  in  railroad  taxes  could  increase  the  total  tax 
rate  by  about  five  cents.  In  short,  if  railroads  had  been  assessed  on  this 
basis  in  1958  we  could  assume  that  the  average  tax  rate  would  have 
been  approximately  $fi.55  instead  of  the  present  preliminary  estimate 
of  $6.50.  In  order  to  provide  for  a  gradual  transition  we  are  proposing 
that  this  reduction  in  railroad  assessments  be  made  over  a  five-year 
period. 

The  committee  believes  that  this  correction  of  a  tax  inequity  is  re- 
quired because  of  the  difficult  economic  and  competitive  position  of  the 
railroads.  The  present  tax  violates  principle  3  above  in  that  it  does  put 
railroads  at  a  disadvantage  with  their  competitors.  Unlike  gas,  electric, 
and  telephone  companies,  the  railroads  do  have  direct  competition.  It 
is  only  fair  that  the  State  not  hurt  the  competitive  position  of  the  rail- 
roads. This  reduction  in  railroad  assessments  is  not  only  indicated  by 
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the  principle  of  equal  competition  but  also  by  the  principle  that  the 
economic  health  of  the  State  should  be  fostered. 

The  fourth  principle,  dealing  with  adequate  assessment  and  review 
machinery,  has  been  dealt  with  at  some  length  in  another  section.  It 
is  w^orth  repeating  here,  however,  that  in  all  probability  the  appeals  and 
review  machinery  will  have  to  be  strengthened  in  the  future.  We  are 
recommending  only  that  there  be  full  disclosure  of  information  at  the 
present  time,  in  order  to  give  a  real  test  of  whether  the  present  ma- 
chinery is  adequate  when  it  is  not  stalled  by  secrecy. 

In  line  with  the  fifth  principle,  that  property  should  be  assessed 
where  it  can  be  appraised  most  accurately  and  expeditiously,  we  are 
proposing  two  changes.  First,  we  are  proposing  legislation  to  have 
utility  nonoperating  property  assessed  locally  by  the  county  assessors. 
Nonoperating  property  of  a  utility  is  in  every  respect  like  other  prop- 
erty assessed  locally.  It  is  used  for  nonutility  purposes.  It  is  subject 
to  the  same  economic  influences  as  locally  assessed  property.  And  it 
is  valued  in  the  same  manner,  using  the  same  indexes  and  evidences  of 
value.  We  are  also  recommending  that  pipelines,  flumes,  canals,  ditches, 
and  aqueducts  be  locally  assessed.  More  information  on  these  subjects 
can  be  found  in  the  report  of  our  consultants. 

We  are  not  recommending  that  airlines  be  assessed  by  the  State, 
as  our  consultants  recommended.  It  is  true  that  commercial  aircraft 
are  escaping  assessment  in  some  counties.  The  State  Board  of  Equali- 
zation, however,  has  a  rather  complete  program  started  for  helping 
the  counties  in  such  assessments.  We  w^ould  prefer  to  see  whether  the 
board's  program  results  in  satisfactory  assessing  locally  before  con- 
sidering whether  the  State  should  take  over  the  assessments. 


APPENDIX  A 

AN   OUTLINE   OF   SENATE   CONCURRENT   RESOLUTION    NO.   92, 
1957    LEGISLATURE 

September  5,  1957 

It  appears  that  Senate  Concurrent  Resolution  No.  92  directs  the 
committee  to  do  the  following : 

1.  Make  certain  studies; 

2.  Provide  the  answers  to  several  specific  questions; 

3.  Make  recommendations  for  appropriation  legislation; 

4.  Submit  a  report. 

1 .  Studies  Required 

Studies  of  the  following  should  be  made  only  to  the  extent  neces- 
sary to  answer  the  questions  under  2. 

a.  Assessment  practices  of  local  assessors ; 

b.  Assessment  practices  of  the  State  Board  of  Equalization ; 

c.  Appraisal  practices  of  the  State  Board  of  Equalization  with  re- 
spect to  locally  assessed  property  which  are  designed  to  facilitate 
those  equalization  functions  of  the  board  which  it  is  constitution- 
ally required  to  perform; 

d.  Laws  relating  to  the  subject  matter  of  the  resolution  as  to: 

1.  Operation; 

2.  Effect; 

3.  Administration; 

4.  Enforcement ; 

5.  Needed  revisions. 

2.  Questions  to  Be  Answered 

1.  Is  state  assessed  property  valued  at  the  same  level  as  locally  as- 
sessed property  is  being  assessed  by  county  assessors?  In  making  such 
finding  reference  should  be  made  to  the  findings  of  the  State  Board 
of  Equalization  as  to  the  assessment  ratio  in  each  county. 

2.  Are  the  equity  requirements  of  the  California  property  tax  struc- 
ture now  being  fulfilled? 

3.  Is  it  impossible  to  determine  the  market  value  of  the  several 
classes  of  property  on  the  same  basis,  because 

a.  State  assessed  property  is,  by  nature,  economically  different  from 
some  locally  assessed  property. 

b.  Some  types  of  locally  assessed  properties  are,  by  nature,  econo- 
mically different  from  some  other  types  of  locally  assessed  prop- 
erties. 

The  work  which  would  appear  to  be  involved  in  securing  the  answers 
is  commented  upon  below  with  reference  to  each  of  the  questions  num- 
bered above. 
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1.  Is  state  assessed  property  valued  at  the  same  level  as  locally 
assessed  property  is  being  assessed  hy  county  assessors? 

The  relative  importance  of  state  assessed  property  as  compared  with 
locally  assessed  property  is  indicated  by  the  following : 

Locally  assessed $18,964,196,353         86.9% 

State  assessed    2,854,805,540         13.1 

Total $21,819,001,893       100.0% 

The  state  assessed  property  is  owned  by  abont  175  utility  companies 
of  various  kinds,  about  86  percent  of  which  is  owned  by  the  seven 
largest  companies,  three  gas  and  electric,  two  telephones  and  two  rail- 
roads. 

The  locally  assessed  property  consists  of  an  estimated  4,735,400  par- 
cels of  real  estate  plus  about  900,000  assessments  of  personal  property 
on  the  unsecured  rolls,  or  a  total  of  5,635,400  separate  assessments. 

The  state  assessment  process  involves  roughly  two  steps,  a  calcula- 
tion of  market  value  for  the  utility  as  a  whole  and  the  allocation  of 
this  total  or  ' '  unit ' '  value  to  about  10,000  separate  code  areas  involving 
about  5,000  separate  taxing  jurisdictions,  by  formula. 

An  examination  of  the  records  and  procedures  used  by  the  Valuation 
Division  of  the  State  Board  of  Equalization  could  develop  the  facts  as 
to  how  the  unit  values  are  developed  and  how  the  allocation  formula  is 
applied.  It  is  likely  that  a  qualified  person  might  be  in  a  position  to 
express  an  opinion  as  to  the  level  at  which  utilities  are  assessed,  at 
least  as  to  the  "unit"  value,  Avithout  going  very  much  beyond  the 
records  and  procedures  of  the  State  Board  of  Equalization. 

As  to  the  locally  assessed  property  two  approaches  are  possible. 

(1)  Independent   appraisal   of   an   independently   selected   sample. 

This  would  involve  a  selection  from  a  total  universe  of  approxi- 
mately 5,635,400  individual  assessments,  and  would  be  a  tremendous 
task,  since  it  would  involve  use  of  records  located  in  58  separate 
county  assessor's  offices  plus  field  work  in  the  same  58  counties. 

The  Board  of  Equalization  plans  to  use  a  staff  of  58  of  which  54  are 
technical  personnel,  at  a  cost  of  about  $600,000  per  year  to  make 
17,632  sample  appraisals  over  a  three-year  period,  or  at  the  rate  of 
about  5,877  per  year. 

(2)  Review  the  work  of  the  Board  of  Equalization  in  selecting  the 
sample  in  actually  making  the  sample  appraisals  in  sufficient  detail 
as  to  enable  the  expression  of  an  opinion  as  to  results  disclosed. 

The  Board  of  Equalization  program  contemplates  sample  appraisals 
in  one-third  of  the  counties  of  the  State  each  year,  with  total  coverage 
once  every  three  years.  It  also  contemplates  that  sample  appraisals  will 
be  made  in  Los  Angeles  County  every  year,  since  40  percent  of  the 
locally  assessed  property  in  the  entire  State  is  in  that  one  county. 

If  qualified  persons  could  have  access  to  all  of  the  data  developed 
by  the  Board  of  Equalization  in  connection  with  the  sample  appraisals, 
and  if  the  sample  is  adequate  and  properly  selected  it  appears  that 
at  the  end  of  approximately  two  years  they  should  be  able  to  answer 
the  question  as  it  relates  to  locally  assessed  properties. 

2.  Are  the  equity  requirements  of  the  California  property  tax  struc- 
ture heing  fulfilled? 
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(a)  Equity  as  between   common   property  taxpayers   in   the   same 
county 

(1)  As  between  owners  of  the  same  kinds  of  property 

(2)  As  between  owners  of  different  kinds  of  property 

(b)  Equity   as   between   common   property   taxpayers   in   different 
counties 

(c)  Equity  as  between  taxpayers  whose  property  is  locally  assessed 
and  those  whose  property  is  state  assessed 

The  answers  to  parts  (b)  and  (c)  of  this  question  could  be  deduced 
from  the  answers  to  question  1.  The  answer  to  part  (a)  involves  the 
question  of  intracounty  equalization.  Without  making  a  separate  study, 
some  indication  of  the  conditions  in  the  various  counties  might  be  ob- 
tained from  a  study  of  the  13,000  individual  sample  appraisals  made 
by  the  Board  of  Equalization  during  1953-54  and  1954-55,  which  were 
the  basis  of  the  equalization  orders  issued  in  July,  1955,  of  the  6,000 
or  so  made  during  1955-56  and  1956-57,  and  of  those  currently  under 
way  since,  presumably  information  is  available  as  to  the  assessed  value 
and  the  market  value  for  each  of  the  individual  pieces  of  property 
involved. 

3.  The  answers  to  question  3  will  depend  upon  the  kind  of  informa- 
tion developed  in  connection  with  the  answers  to  questions  1  and  2. 

To  summarize,  it  appears  possible  that  a  thorough  stud}^  of  the  pro- 
cedures used  by  the  Valuation  Division  of  the  Board  of  Equalization 
and  of  all  phases  of  the  sample  appraisal  programs  of  the  Division  of 
Assessment  Standards  starting  with  1953-54,  plus  a  minimum  of  inde- 
pendent field  work  should  produce  material  from  which  answers  could 
be  developed  to  the  questions  in  the  resolution. 

This  presupposes  that  complete  data  are  available  as  to  each  indi- 
vidual sample  appraisal  made  by  the  Board  of  Equalization  Assessment 
Standards  Division  sufficient  to  identify  the  property  as  to  location, 
kind,  date  of  appraisal,  appraised  value  and  assessed  value. 


APPENDIX  B 

RESUME  OF  CURRENT  ASSESSMENT  AND  EQUALIZATION  PROBLEMS 

IN   CALIFORNIA-A   BIBLEOGRAPHICAL   SURVEY   FOR 

INFORMATION   ONLY   PREPARED   BY 

FRANK   MURPHY,   JR. 

I.     ASSESSMENT  PRACTICES  AT  THE  STATE  AND  LOCAL  LEVELS 

In  California  the  Constitution  requires  that  taxable  property  be 
assessed  at  its  "full  cash  value."  The  statutes  have  defined  this  term 
to  mean  "the  amount  at  which  property  would  be  taken  in  payment 
of  a  just  debt  from  a  solvent  debtor."  "Full  cash  value,"  and  its 
statutory  definition,  when  taken  in  reference  to  other  indicia  of  value, 
such  as  cash  value,  market  value,  etc.,  has  been  interpreted  as  meaning- 
market  value  in  the  economist's  sense  of  the  phrase,  and  it  is  so  used 
by  the  State  Board  of  Equalization  in  its  assessment  and  appraisal 
work  and  the  instructions  given  by  that  body  to  the  local  assessors. 
Full  cash  value,  however,  has  not  been  construed  by  the  courts  to  mean 
100  percent  of  full  value,^  and  assessed  valuations  have  been  held,  con- 
trary to  constitutional  requirements,  to  be  50  percent  of  full  value, 
when  the  property  concerned  is  state  assessed,  and  23.7  percent,  when 
locall}'  assessed  proj^erty  is  considered,  the  latter  figure  representing 
the  latest  statewide  average  of  assessed  to  appraised  value,  as  deter- 
mined by  the  State  Board  of  Equalization. 

In  the  final  analysis,  however,  boards  of  equalization  and  the  courts 
have  been  principally  concerned  not  with  any  particular  ratio  of 
assessed  to  full  value,  but  rather  with  the  uniformity  with  which  any 
given  ratio  is  applied  to  all  property  throughout  a  taxing  jurisdiction. 
However,  the  very  possibility  of  using  a  fractional  figure  of  the  fall 
value  of  property  to  serve  as  an  "assessed  valuation"  which  in  turn  is 
defined  as  "full  cash  value"  is,  to  say  the  least,  a  source  of  unnecessary 
confusion  and  certainly  one  of  the  basic  causes  of  the  admixture  of 
over-and-under  assessment  which  marks  the  administration  of  the  prop- 
erty tax  in  California.^ 

Investigations  of  recent  years  have  shown  a  wide  disparity  among 
the  58  counties  of  the  State  in  regard  to  the  ratios  of  assessed  to  ap- 
praised valuation  of  taxable  properties.  These  differences  can  be 
attributed  to  a  number  of  factors,  such  as  the  use  of  varying  techniques 
of  assessment  and  appraisal  by  local  assessors,  both  at  the  intracounty 
and  intercounty  levels,  and  the  failure  to  carry  on,  in  an  adequate 
fashion,  the  periodic  reappraisals  required  in  the  face  of  the  tremendous 
growth  of  California  in  M^ealth  and  population  and  the  changes  in 
types  of  properties,  e.g.,  residential  to  commercial,  agricultural  to 
residential,  etc.  These  faults,  if  they  can  fairly  be  called  that,  are  in 
the  process  of  being  rectified,  but  the  problems  created  by  them  still 
exist  in  varying  degrees  of  severity. 

1  Rittersbachcr  v.  Board  of  S^023ervisors  of  Los  Anodes  County   (1934),  220  Cal.  535. 
-  State  and  Local  Taxes  in  California  :  A  Comparative  Analysis.  Part  Three  of  Report 

of  Senate  Interim  Committee  on  State  and  Local  Taxation    (Sacramento:   1951), 

pp.  503-504. 
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Another  troublesome  factor  bearing-  on  the  assessment  problem  is  the 
existence  of  a  legally  sanctioned  duplication  of  assessments  within  tax- 
ing jurisdictions.  Certain  cities  assess  property  within  their  limits  so 
as  to  form  a  base  for  any  property  tax  they  are  allowed  to  impose.  The 
same  property  is  also  assessed  by  the  county  assessor  for  purposes  of 
determining  the  county  tax  base.  The  almost  universal  situation  shows 
Ihe  city  assessing  property  at  a  higher  ratio  than  the  county.  This 
duplication  is  usually  defended  on  the  gronnd  that  the  more  narrow 
tax  base  available  to  the  city,  coupled  with  city  tax  rate  limitation 
laws,  makes  it  impossible  to  raise  adequate  revenues  from  a  tax  base 
determined  on  the  lower  ratio  of  assessed  to  actual  value.  On  the  other 
hand,  duplication  of  assessment  may  be  criticized  on  the  grounds:  (1) 
that  it  accentuates  assessment  inequality;  and  (2)  that  it  adds  to  tax- 
payer confusion.^ 

Major  defects  have  been  found  in  the  assessment  processes  of  Cali- 
fornia's counties.  These  defects,  as  enumerated  below,  serve  to  point 
up  the  need  for  speedy  and  decisive  action  on  the  part  of  the  Joint 
Interim  Committee  on  Assessment  Practices : 

"  (1)   Inadequate  space  and  facilities,  poor  office  layout ; 

( 2 )  Infrequent  reappraisals ; 

(3)  Inadequate  records  and  data ; 

(4)  Lack  of  modernization  of  records  and  recording  systems ; 

(5)  Insufficient  personnel ; 

(6)  Inadequately  qualified  personnel ; 

(7)  Low  salaries; 

(8)  Low  assessor's  budgets  ; 

(9)  Time  consuming  duty  of  the  assessor  as  to  the  billing  and  col- 
lecting of  unsecured  property  taxes. ' '  ^ 

As  was  noted  above,  state  assessed  property  (consisting  almost 
entirely  of  privately  owned  utilities)  is  assessed  at  50  percent  of  its 
market  value.  The  assessment  practices  of  the  State  Board  of  Equal- 
ization in  regard  to  six  selected  public  utilities  were  analyzed  and 
compared  with  a  study  of  the  same  six  companies  undertaken  by  the 
Senate  Interim  Committee  on  State  and  Local  Taxation.  The  commit- 
tee's report  began  with  a  consideration  of  the  principles  of  valuation 
theory  and  progressed  through  the  various  stages  in  the  valuation 
process,  comparing  the  results  of  the  board  with  those  of  its  own 
survey.  Since  a  reproduction  of  the  extremely  technical  findings,  con- 
clusions, and  recommendations  of  the  committee  would  be  far  too  time 
consuming  to  be  practical  in  a  report  of  this  kind,  the  reader's  atten- 
tion is  directed  to  the  1953  report  of  the  Senate  Committee.  A  few 
generalizations  are  possible,  however,  and  serve  to  illustrate  the  results 
of  the  investigation.  Some  departures  from  accepted  valuation  theory 
were  noted,  and  dissatisfaction  was  expressed  regarding  the  areas 
where  subjective  elements  played  a  vital  role  in  judgments  and  deci- 
sions. The  difficulty  in  arriving  at  an  approximation  of  market  value, 
where  there  was  in  reality  no  market,  was  the  chief  cause  of  concern, 

■'State  and  Local  Taxes  in  California:  A  Comparative  Analysis.  Part  Three  of  Report 
of  Senate  Interim  Committee  on  State  and  Local  Taxation  (Sacramento:  1951), 
p.  507. 

*  Ibid.,  pp.  504-505. 
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though  it  was  felt  by  the  committee  that  a  proper  use  of  valuation 
principles  would  eliminate  this  difficulty  to  a  favorable  degree.  The 
apportionment  of  the  particular  unit  value  throughout  the  various 
taxing  jurisdictions  and  subdividing  this  even  further  into  the  11,000 
or  more  code  areas  throughout  the  State  (1949)  was  cited  as  a  tre- 
mendous administrative  problem,  and  it  would  also  appear  that  this 
practice  does  considerable  harm  to  the  basic  theory  of  the  unit  value 
concept  of  valuation.  A  full  discussion  of  the  results  of  this  study  can 
be  found  (especially  in  pp.  74-116),  in  a  report  entitled  Part  Six 
Property  Assessments  and  Equalization  in  California,  submitted  to  the 
Legislature  in  March,  1953,  by  the  Senate  Interim  Committee  on  State 
and  Local  Taxation. 

California  employs  an  ad  valorem  personal  property  tax  in  addition 
to  the  ad  valorem  taxation  of  realty  and  improvements.  This  has  been 
the  subject  of  much  criticism  both  in  the  past  and  in  the  present,  and 
other  states  have  either  abolished  the  tax  or  classified  the  various  types 
of  personalty  in  such  a  way  as  to  facilitate  equity"  in  the  taxation  of 
such  property. 

All  of  the  above  discussion  relating  to  assessment  practices  applies 
in  the  field  of  personal  property  and  the  problem  is  complicated  some- 
what by  the  peculiarities  of  personalty.  Criticism  has  been  directed 
at  the  basic  assumption  of  the  general  property  tax  that  property  is 
sufficiently  homogeneous  in  its  characteristics  to  be  valued  uniformly 
and  taxed  at  the  same  rates.  But  some  property,  such  as  securities  and 
personal  effects,  is  much  more  mobile  than,  say,  land  and  buildings  and 
therefor  escapes  taxation  much  more  easily,  in  that  the  assessor  simply 
does  not  know  of  its  existence.  But  even  if  all  property  could  be  listed 
with  uniform  success,  it  could  not  be  valued  with  equal  ease.  Valuation 
of  the  inventory  of  a  large  department  store,  of  a  set  of  chipped  china, 
and  of  a  farm  animal  present  somewhat  different  problems  to  the 
assessor. 

The  taxation  of  household  furnishings,  based  on  statements  filed  by 
the  taxpayers,  is  a  questionable  practice  because  of  the  almost  uni- 
versal belief  that  these  statements  are  ordinarily  far  from  representa- 
tive of  the  value  of  the  property  and  often  intentionally  incomplete 
and  thus  should  be  opposed  on  grounds  of  administrative  feasibility 
and  productivity,  as  well  as  being  an  inducement  to  swear  falsely. 
Another  troublesome  factor  is  the  tax  date  itself,  calling  for  taxation 
of  that  property  owned  by  the  taxpayer  on  the  first  Monday  in  March. 
Firms  which  have,  because  of  varying  reasons,  e.g.,  the  seasonal  nature 
of  the  business,  or  the  ability  to  convert  inventory  into  cash  readily, 
small  inventories  on  the  tax  day,  escape  taxation,  while  others,  who  are 
not  so  similarly  blessed,  have  a  high  tax  bill.  This  apparent  inequity 
is  also  aided  by  the  fact  that  solvent  credits  (accounts  receivable,  etc.) 
are  subject  to  a  much  lower  tax  rate  than  tangible  property.  Assessors 
also  have  a  vexing  problem  in  deciding  whether  a  particular  piece  of 
property  is  a  fixture,  and  therefore  an  improvement,  or  persoJial  prop- 
erty, the  difference  being  based  on  a  fine  legal  distinction.^ 

s  The  Taxation  of  Personal  Property  in  California.  Part  Two  of  Report  of  Senate 
Interim  Committee  on  State  and  Local  Taxation  (Sacramento:  1955),  pp.  20-22, 
52-66. 
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11.     THE  NEED  FOR  EQUALIZATION 

Tho  California  Constitution  calls  for  a  uniform  taxation  of  property. 
This  requirement  is  the  motivating  factor  behind  the  demands  for 
equalization  of  assessments.  The  present  laws  lay  the  responsibility  for 
equalization  on  the  State  Board  of  Equalization,  and  the  authority 
of  this  body  allows  them  to  raise  or  lower  the  assessments  of  any  county 
so  as  to  bring  about  the  required  effect.  This  power  is  limited  to  the 
entire  assessment  roll,  however,  as  laid  down  in  a  long-standing  decision 
of  the  State  Supreme  Court.*^  The  county  boards  of  supervisors,  sitting 
as  local  boards  of  equalization,  have  the  authority  to  raise  or  lower 
individual  assessments  in  their  respective  counties,  and  it  was  felt  that 
these  two  bodies,  acting  in  concert,  would  be  able  to  bring  about 
equalization  of  assessments  throughout  the  State.  A  quick  glance  at 
California  history  shows  that  this  arrangement,  although  well  thought 
out  at  the  theoretical  level,  has  not  accomplished  the  desired  results. 

Perhaps  the  outstanding  example  of  the  failure  of  the  equalization 
laws  and/or  their  application,  although  it  is  probably  only  superficial, 
is  the  situation  faced  by  the  public  utilities.  Their  property  is  assessed 
by  the  State  Board  of  Equalization  at  50  percent  of  its  "actual  value." 
This  value  is  thereupon  returned  to  the  counties  and  taxing  jurisdic- 
tions wherein  the  property  is  located  and  is  placed  on  the  local  assess- 
ment rolls  and  taxed  at  the  same  rate  as  locally  assessed  property, 
which,  according  to  a  statewide  average,  is  assessed  at  about  23.7 
percent  of  "actual  value."  Thus  the  utilities  pay  over  twice  as  much 
in  property  taxes  as  other  taxpayers  for  every  dollar  of  real  or  true 
market  value. 

At  the  surface,  this  would  seem  to  be  a  gross  miscarriage  of  justice, 
yet  upon  delving  further  into  the  problem  it  would  appear  that  the 
utilities  are  not  as  oppressed  as  the  above  facts  would  indicate.  Since 
the  rates  that  utilities  may  charge  for  their  services  are  subject  to 
governmental  regulation,  and  the  rates  must  be  set,  in  order  to  satisfy 
due  process  of  law,  at  a  figure  which  would  give  the  companies  a 
"fair  return,"  it  has  been  determined  b}^  judicial  decisions  that  the 
basis  for  arriving  at  a  "fair  return,"  the  operating  expenses  of  the 
respective  firms,  shall  include  any  and  all  property  taxes  paid  by  the 
utilities.  Thus  the  cost  to  the  utility  enterprise  represented  by  property 
taxes  is  passed  on  to  the  consumer.  While  it  is  readily  apparent  that 
many  factors  mRy  enter  into  play  to  prohibit  a  perfect  shifting  of 
the  tax  burden,  such  as  a  lag  of  rate  increases  following  increases  in 
assessment  levels,  etc.,  experts  in  the  field  do  feel  that  a  marked  degree 
of  shifting  takes  place.  The  main  inequity  which  would  seem  to  flow 
from  this  situation  is  that  suffered  by  the  consumers  of  the  privately 
owned  utility's  services  as  compared  to  the  publicly  owned  utilities, 
whose  customers  do  not  have  much  of  a  tax  burden  passed  on  to  them, 
since  these  businesses  pay  only  a  negligible  amount  of  property  taxes.'^ 

The  need  for  equalization  is  readily  admitted  by  all  parties  con- 
cerned with  the  problem.  However,  there  is  some  argument  as  to  which 
level,  intercounty  or  intracounty,  is  the  most  important,  in  the  sense 

°  Wells,  Fargo  &  Co.  v.  State  Board  of  Equalization  (1880),  56  Cal.  194. 

■  State  and  Local  Taxes  in  California :  A  Comparative  Analysis.  Part  Three  of  Report 

of  Senate  Interim  Committee  on  State  and  Local  Taxation    (Sacramento:  1951), 

pp.  259,  260. 
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that  one  rather  than  the  other  requires  more  immediate  attention.  Both 
levels  are  plagued  with  deficiencies,  both  in  the  laws  relating  thereto, 
and  in  the  administration  thereof,  yet  it  is  the  feeling  of  most  authori- 
ties that  intraconnty  equalization  is  more  urgently  needed  and  wull 
also,  if  accomplished,  eliminate  most  of  the  dii^culties  encountered  in 
the  area  of  intereounty  equalization.^ 

At  the  present  time,  many  counties  are  in  the  process  of  reappraisal 
and  reassessment.  This  is  a  cumbersome  operation,  owing  to  the  size 
of  the  job  to  be  done,  and  necessarily  must  take  time ;  yet  if  conscienti- 
ously done,  it  will  result  in  the  equalization  of  intraconnty  assessments. 
The  progress  made  so  far,  however,  is  endangered  by  any  equalization 
orders  issued  by  the  Board  of  Equalization.  Since  its  power  is  over  the 
entire  roll,  any  increase  in  the  level  of  assessments  will  but  accentuate 
any  inequalities  then  existing.^ 

The  Riley-Stewart  amendment,  which  took  effect  in  1935,  called  for 
a  return  to  the  state  assessment  of  utility  property,  and  eliminated  the 
' '  in  lieu ' '  gross  receipts  taxation  of  said  property  by  the  State ;  since 
that  time  there  have  been  relatively  few  intereounty  equalization  orders 
issued  by  the  Board  of  Equalization.  Many  orders  were  made  during 
the  first  three  years  of  the  present  plan,  but  none  were  made  after  that 
until  1955,  and  then  only  14,  of  which  one  was  later  nullified  by  court 
decision. ^°  Even  so,  this  activity  was  sufficient  to  produce  the  necessary 
result  flowing  from  such  action,  as  described  above. 

The  problem  of  a  duplication  of  assessments  within  counties  has 
already  been  referred  to.  In  cities  in  which  valuations  are  determined 
by  city  assessors  (145  cities  in  1953),  valuations  are  generally  higher 
than  those  placed  on  the  same  property  by  county  assessors  for  county 
tax  purposes.  In  cities  in  v/hich  assessment  is  done  by  the  county  as- 
sessor for  the  city  under  contractual  agreement  (164  cities  in  1953), 
the  same  valuation  is  used  for  both  city  and  county  purposes.  For  those 
cities  in  which  assessment  is  done  by  city  assessors,  it  is  incumbent  upon 
the  State  Board  of  Equalization  to  ascertain  the  relationship  between 
county  and  city  assessment  levels  within  each  city  and  to  maintain  the 
same  relationship  in  its  utility  assessment  levels.  If  a  county  assesses 
the  taxable  property  within  a  city  at  one-half  the  city  assessment  of 
the  same  property,  the  State  Board  of  Equalization  is  obliged  to  certify 
its  assessment  of  utility  property  to  that  city  at  twice  the  valuation 
certified  to  the  county.  This  dual  set  of  values  for  the  same  parcel  of 
property  illustrates  most  clearly  the  need  for  equalization  of  assess- 
ments within  the  county  itself. ^^ 

There  are  two  main  reasons  for  the  demand  for  intereounty  equali- 
zation. One  is  the  previously  mentioned  equity  requirement  of  the  Con- 
stitution and  the  other  is  the  practice  of  competitive  underassessment 
among  counties  as  a  means  of  attaining  greater  subventions,  or  state 
aid.  The  principal  reason  for  the  "separation  of  sources"  plan,  whereby 
the  gross  receipts  of  utilities  (then  only  those  of  railroads)  were  taxed 

^Property  Assessments  and  Equalization  in  California.  Part  Six  of  Report  of  Senate 
Interim  Committee  on   State  and  Local  Taxation    (Sacramento:   1953),  p.   290. 

^Equalization  of  Ad  Valorem  Property  Tax  Assessments  in  California.  Report  of  Sen- 
ate Interim  Committee  on  Governmental  Organization    (Sacramento:   1957),  p.  9. 

1"  E qiialisation  of  Ad  Valorem  Property  Tax  Assessments  in  California.  Report  of 
Senate  Interim  Committee  on  Governmental  Organization.  (Sacramento:  1957), 
p.  .30. 

^^  Local  Government  Finance  in  California;  10liO-lS5S.  Part  One  of  Report  of  Senate 
Interim  Committee  on  State  and  Local  Taxation    (Sacramento:  1955),  p.  100. 
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by  the  State  for  state  revenue  purposes,  doing  away  with  the  state  ad 
valorem  property  tax,  was  to  prevent  this  local  underassessment  of 
common  property  from  having  an  adverse  effect  on  the  State 's  property 
tax  revenue,  all  such  property  being  assessed  locally  for  both  state  and 
local  tax  purposes  up  until  1910.  Since  equalization  was  originally 
provided  for  primarily  to  prevent  this  competitive  underassessment,  it 
was  no  longer  considered  to  be  necessary  as  the  problem  was  thought 
to  have  been  eliminated.  But  this  gross  receipts  tax  was  an  "in  lieu" 
type,  i.e.,  in  place  of  property  taxation,  calling  for  an  equality  of  tax 
burden  between  state-taxed  and  locally-taxed  property.  It  was  only 
logical  that  this  new  measure  be  interpreted  as  requiring  a  valuation 
of  the  property  of  the  railroads  so  as  to  bring  about  an  equality  between 
the  amount  of  tax  paid  by  the  railroads  in  relation  to  the  amount  of 
l>r()perty  owned  and  the  tax  burden  of  other  taxpayers.^-  Thus  the 
problem  of  equalization  remained  and  the  gross  receipts  tax  was  subse- 
quently abandoned  in  1935  with  the  enactment  of  the  present  law.  In 
recent  years  the  need  for  intercounty  equalization  has  become  increas- 
ingly important  in  the  application  of  the  veteran's  exemption,  in  the 
allocation  of  state  funds  to  local  units  of  government  for  school  and 
other  purposes,  and  in  determining  the  eligibility  of  individuals  for 
various  types  of  state  aid. 

A  new  concept  of  equalization  and  the  need  for  the  determination 
of  county  assessment  ratios  was  introduced  as  a  result  of  the  enactment 
of  a  program  for  school  equalization  aid  in  1945.  This  law  established 
a  school  foundation  program  to  be  financed  by  state  and  local  funds 
with  school  districts  contributing  to  the  costs  of  the  foundation  pro- 
gram in  direct  proportion  to  assessable  wealth.  The  purpose  of  the 
foundation  program  is  to  equalize  educational  opportunity  throughout 
the  State.  State  aid  funds  are  apportioned  to  the  school  districts  in 
two  parts;  (1)  basic  state  aid;  and  (2)  equalization  aid  for  school  dis- 
tricts. The  amount  of  basic  state  aid  is  determined  by  the  number  of 
pupils  in  average  daily  attendance  and  is  designed  to  provide  a  mini- 
mum amount  of  state  assistance  withoiit  regard  to  the  fiscal  ability  of 
the  school  district.  E(iualization  aid,  however,  varies  according  to  the 
ability  of  the  school  district.  The  formula  for  the  distribution  of  equali- 
zation aid  is  as  follows : 

Equalization  aid  =  Foundation  program  —  (Basic  state  aid  +  district  aid) 

district  aid  is  determined  by  the  use  of  a  computational  tax  applied 
to  the  assessed  valuation  of  the  school  district. 

It  is  necessarj'  to  determine  the  county  ratio  of  assessed  to  true 
value  since  the  basic  principal  against  which  to  measure  the  allocation 
of  aid,  and  test  its  validity,  is  that  grants  from  the  state  government 
should  be  directly  related  to  the  extent  of  he  need  of  the  receiving  units 
for  the  government  service  to  be  aided,  and  inversely  related  to  the 
extent  of  their  ability  to  pay  for  the  service.  Variations  in  county  as- 
sessment practices  are  related  to  this  principle  of  equalization  in  two 
important  respects.  The  first  is  the  effect  of  variation  in  ratios  of  as- 
sessed to  true  or  market  value.  Since  school  levies  are  sub.ject  to  tax 
limitations,  a  25  percent  ratio  in  one  district  will  yield  half  as  much  as 

12  Property  Assesstncnts  and  Equalization  in  California.  Part  Six  of  Report  of  Senate 
Interim  Committee  on  State  and  Local  Taxation   (Sacramento:  1953),  p.  10. 
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a  50  percent  ratio  in  another  district  with  the  same  assessed  valuation 
and  the  same  tax  rate.  The  ratio  of  assessed  to  true  value  also  has  im- 
portant connotations  in  the  amount  of  state  equalization  funds  required 
to  guarantee  the  minimum  or  foundation  program  amounts. 

The  question  of  equity  thus  presented  by  the  method  of  distribution 
of  State  Equalization  Aid  is  not  a  problem  of  equalization  of  county 
assessments  for  property  tax  purposes  but  is  a  question  of  equity  con- 
cerned with  the  distribution  of  state  funds.  Yet  the  problem  is  one 
that  can  only  be  solved  by  an  improvement  in  assessment  practices.^^ 

III.     PRESENT  AND  RECOMMENDED  EQUALIZATION  PROCEDURES 

The  following  material  is  taken  from  pages  35-38  of  The  California 
Tax  System,  by  J.  Gould,  as  reprinted  from  West's  Annotated  Cali- 
fornia Codes,  Vol.  59,  1956.  It  represents  a  concise  summary  of  the 
existing  and  pending  laws  on  equalization  and  assessment.  Footnotes 
have  been  omitted  for  the  sake  of  brevity. 

"(b)  Assessment  and  Equalization 
i.  Under  Existing  Law 

''Between  the  first  Mondays  in  March  and  July,  the  county  as- 
sessor is  required  to  assess  all  taxable  common  property  in  the 
county  to  the  person  owning,  claiming,  possessing,  or  controlling 
it  as  of  noon  of  the  first  Monday  in  March ;  and  on  or  before  the 
first  Monday  in  August,  the  State  Board  of  Equalization  must 
assess  all  public  utility  and  other  property  assessable  by  it  to  the 
owner,  likewise  as  of  noon  of  the  first  Monday  in  March.*  *  * 

"On  or  before  the  first  Monday  in  July,  the  county  assessor  is 
required  to  complete  a  portion  of  the  assessment  roll  known  as 
the  'local  roll',  which  lists  all  the  property  that  the  assessor  is 
required  to  assess,  the  values  of  such  property,  the  names  of  the 
assessees,  and  other  required  information ;  and  upon  its  completion 
must  deliver  it  to  the  clerk  of  the  board  of  supervisors. 

"Immediately  after  the  third  Monday  in  August,  the  State 
Board  of  Equalization  must  transmit  to  each  county  auditor  an 
assessment  roll,  known  as  the  'board  roll,'  showing  the  assessments 
made  by  it  of  state-assessed  property  in  the  county.  (Property  on 
the  board  roll  is  also  part  of  the  'secured  roll',  as  is  property  on 
the  local  roll  the  taxes  on  which  are  a  lien  on  real  property  suf- 
ficient, in  the  opinion  of  the  assessor,  to  secure  the  payment  of  the 
taxes.  The  local  roll  also  consists  of  'unsecured  property',  which  is 
property  the  taxes  on  which  are  not  such  a  lien.  Such  property 
makes  up  the  'unsecured'.  Such  property  is  thereafter  subject  to 
local  taxation  to  the  same  extent  and  in  the  same  manner  as  prop- 
erty assessed  by  the  county  assessor. 

"From  the  first  Monday  in  July  to  a  date  not  later  than  the 
third  Monday  in  July,  the  county  board  of  supervisors  sits  as  a 
county  board  of  equalization  to  equalize  the  assessment  of  prop- 
erty shown  on  the  local  roll.  To  that  end,  it  may  increase  or  lower 
individual  assessments,  but  cannot  raise  or  lower  the  entire  roll. 


'^Equalization  of  Ad  Valorem  Property  Tax  Assessments  in  California.  Report  of 
Senate  Interim  Committee  on  Governmental  Organization  (Sacramento:  1957). 
pp.  10-12. 
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Following  such  equalization,  the  local  roll,  as  corrected  by  such 
process,  is  delivered  by  the  clerk  of  the  board  to  the  county  auditor. 
The  latter  then  totals  up  the  valuations,  prepares  duplicate  valua- 
tion statements,  one  of  which  must  be  sent  to  the  State  Board  of 
Equalization  and  the  other  to  the  State  Controller,  and,  for  collec- 
tion purposes,  transmits  that  portion  of  the  local  roll  showing  un- 
secured property  either  to  the  assessor  or,  if  designated  to  collect 
taxes  on  such  property  to  the  tax  collector. 

''From  the  third  Mondaj^  in  July  to  the  third  Monday  in 
August,  the  State  Board  of  Equalization  meets  at  Sacramento  for 
the  purpose  of  equalizing  the  assessments  of  county  assessed  prop- 
erty. On  the  completion  of  equalization,  the  board's  secretary 
transmits  a  statment  of  changes  to  the  county  auditor  of  each 
county  whose  roll  the  board  changes.  It  is  then  the  duty  of  the 
auditor  to  make  appropriate  entries  on  the  assessment  roll. 

a.  Vnder  Cliapier  1166  of  Sfafufes  of  1949 

"In  an  attempt  to  improve  local  assessment  practices,  the  Legis- 
lature enacted  Chapter  1466  of  the  Statutes  of  1949.  This  legisla- 
tion was  to  become  effective  on  September  2,  1950,  and  operative 
initially  with  respect  to  assessments  made  as  of  the  first  Monday  in 
March,  1951. 

"The  State  Board  of  Equalization  was  directed  to  make  an 
annual  surA^ey  in  each  county  to  determine  the  relationship  be- 
tween the  assessed  and  market  values  of  property  assessed  locally. 
In  making  the  survey  the  board  was  to  use  sales  and  other  ap- 
praisal data  relating  to  representative  samples  of  property  subject 
to  local  assessment.  Using  the  same  data,  the  board  was  also  to 
determine  the  average  relationship  between  the  assessed  and  market 
values  throughout  the  State  of  property  assessed  locally. 

"Each  survey  was  to  be  completed  by  the  second  Monday  in 
July,  and  on  or  before  the  third  Monday  in  that  month  a  report 
of  the  survey,  together  with  a  notice  of  the  board's  determinations 
of  both  the  statewide  and  local  ratios  was  to  be  transmitted  to  the 
clerk  of  the  board  of  supervisors  of  each  county. 

"A  hearing  on  the  ratios  was  to  be  afforded  any  county  affected 
between  the  third  Mondays  in  July  and  August. 

"In  the  event  of  a  difference  of  not  more  than  10  percent  be- 
tween the  local  ratio  of  any  county  and  the  statewide  ratio,  the 
board  was  to  equalize  the  valuation  of  the  taxable  property  in  the 
county  by  assessing  public  utility  property  in  the  county  at  a 
figure  bearing  the  same  ratio  to  its  market  value  as  the  ratio  be- 
tween the  assessed  and  market  values  of  locally-assessed  property. 

"Where  there  was  more  than  a  10  percent  difference  in  ratios, 
the  board  was  to  equalize  the  valuation  of  taxable  property  in  the 
county  either  as  provided  in  the  last  paragraph  or  by  raising  or 
lowering  the  assessed  value  of  locally-assessed  property  by  the 
percentage  necessary  to  make  it  conform  to  the  statewide  ratio. 

"State-assessed  property  was  to  be  assessed  by  the  board  on 
or  before  the  fourth,  rather  than  the  first,  Monday  in  August. 

"Following  its  notifying  the  board  of  supervisors  of  its  determi- 
nation of  the  countywide  and  statewide  ratios,  the  board  was  to 
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furnish  a  statement  of  the  ratios,  upon  request,  to  any  owner  or 
assessee  of  state-assessed  property;  and,  upon  written  application 
filed  not  later  than  the  first  Monday  in  August,  Avas  to  hear  any 
objection  made  by  such  person  to  a  ratio  in  any  county  in  Avhich 
property  might  be  owned  by  or  assessed  to  him.  Any  such  hearing 
could  be  consolidated  with  any  hearing  afforded  any  county  on  the 
ratios. 

"The  board  was  before  the  first  Monday  in  August  to  prepare 
tabulations  showing  its  determination  of  the  values  of  state-assessed 
property,  and  such  tabulations  were  to  be  open  for  the  inspection 
of  all  persons  interested. 

"A  petition  for  redetermination  filed  by  an  owner  or  assessee 
of  state-assessed  property  was  to  be  heard  by  the  board  at  any  time 
prior  to  the  third  Monday  in  August. 

''After  deciding  every  petition  for  redetermination,  the  board 
was  to  complete  its  assessment  of  state-assessed  property,  other 
than  intangibles,  for  each  county  by  entering  on  its  roll  for  each 
county  assessed  values  bearing  the  same  proportion  to  market 
values  as  it  found  existed  between  the  assessed  values  of  county- 
assessed  property  and  the  market  values  of  the  latter. 

"The  time  for  transmitting  the  board's  roll  to  the  county  audi- 
tors was  also  changed  from  the  third  Mone'ay  to  the  fourth  Monday 
in  August. 

"Chapter  1466  was  also  designed  to  provide  a  more  equitable 
allocation  of  state  funds  to  local  units  of  government  in  respect  to 
the  construction  of  schools  and  to  assist  in  determining  the  eligi- 
bility of  individuals  to  receive  various  types  of  state  aid,  where 
the  assessed  value  of  property  is  a  factor,  and  provisions  for  ac- 
complishing such  objectives  were,  accordingly  also  included."  ^^ 

Chapter  1466  of  the  Statutes  of  1949  has  never  gone  into  effect.  Its 
efficacy  has  been  postponed  for  successive  two-year  intervals  until  it  is 
now  slated  for  adoption  by  the  1959  Legislature.  The  main  reason  for 
this  action  has  been  the  fear  that  the  possible  reduction  in  assessed 
valuation  of  state-assessed  property  will  result  in  a  costly  shift  of  the 
tax  burden  from  the  public  utilities  to  the  local  taxpayer. 

The  State  Board  of  Equalization,  looking  forward  to  the  then  forth- 
coming effective  date  of  Chapter  1466,  conducted  studies  of  county 
ratios  of  assessed  to  true  value,  resulting  in  the  publication  on  July  16, 
1951,  of  a  range  of  county-assessed  values  to  market  values  from  24  to 
46  percent,  with  a  statewide  average  of  40  percent. ^^  This  figure  was 
the  result  of  the  application  of  the  factor  1.43  to  the  computed  28  per- 
cent figure  for  the  State  as  a  whole  and  to  the  appropriate  figures  for 
each  of  the  58  counties.  This  factor  was  applied  for  the  sole  purpose  of 
closing  the  gap  between  the  computed  statewide  ratio  of  assessed  to 
market  value  for  locally  assessed  property  and  the  claimed  50  percent 
ratio  of  assessed  to  market  value  for  state-assessed  property.  Since  the 

1'  Gould,  J.,   Tlie  California  Tax  System,  reprinted  from  W^est's  Annotated  California 

Codes,  Voi.  59,  l£l5fi,  pp.  35-3S. 

See   also :   Davisson,   Malcolm  M.,   and   Schmelzle,  William  K.,  Equalization  of 

Property  Tax  Assessments  in  California,"  National  Tax  Journal,  September,  1950, 

pp.  221-232. 
"Equalization    of   Ad   Valorem   Property   Tax   Assessments   in    California.    Report   of 

Senate   Interim   Committee   on   Governmental   Organization    (Sacramento:    1957), 

p.  26. 


JOINT  INTERIM  COMMITTEE  ON  ASSESSMENT  I'RAf'TIOES  55 

1.43  factor  was  Tiniforiiily  applied  to  all  counties,  the  relationships 
l)otweeii  the  counties  were  not  disturbed  as  far  as  the  locally  assessed 
i-oll  was  concerned.  The  step  was  taken  presumably  because  it  was  felt 
by  the  State  Board  of  Equalization  that  the  issuance  of  equalization 
orders  to  lower  the  ratio  of  assessed  to  market  value  for  state-assessed 
taxpayers  in  some  counties  would  involve  the  dauber  of  severe  fiscal 
disruption  in  those  counties.^ ^' 

No  equalization  orders  issued  from  these  finding's,  due  to  the  fairly 
close  relationship  between  the  statewide  averages  and  the  ratio  of  state- 
assessed  property  to  the  market  value  thereof,  along  w'ith  the  subse- 
quent postponement  of  the  effective  date  of  Chapter  1466.  Equalization 
studies  have  continued,  however,  the  authorization  being  Section  9, 
Article  13  of  the  Constitution : 

"*  *  *  such  State  and  County  Boards  of  Equalization  are  hereby 
authorized  and  empowered,  under  such  rules  of  notice  as  the  county 
boards  may  prescribe,  as  to  the  action  of  the  State  Board,  to  in- 
crease or  lower  the  entire  assessment  roll,  or  any  assessment  con- 
tained therein,  so  as  to  equalize  the  assessment  of  the  property 
contained  in  said  assessment  roll,  and  make  the  assessment  conform 
to  the  true  value  in  money  of  the  property  contained  in  said  roll." 

The  California  method  of  determining  county  ratios  of  assessed 
to  market  value  adopted  by  the  State  Board  of  Equalization  is  a  system 
of  appraised  values  accomplished  by  a  random  stratified  sampling  of 
properties.  This  was  considered  to  be  more  accurate  than  the  use  of 
sales  prices  as  the  denominators  of  assessment  ratios,  though  both 
methods  and  combinations  thereof  are  used  by  other  states  with  equali- 
zation programs.^''' 

This  method  is  highly  technical  and  must  rely  upon  extremely 
complicated  statistical  methods  of  selection  of  the  samples  and  the 
interpretation  of  the  results  after  the  samples  are  appraised.  The 
appraisal  procedure  itself  is  also  a  highly  technical  process  inherently 
affected  by  the  subjective  processes  of  the  assessor  inasmuch  as  there 
is  no  absolute  yardstick  that  can  be  applied  to  determine  market  value 
when  a  market  is  nonexistent.  The  process  of  determining  county  ratios 
may  be  summarized  as  consisting  of  four  essential  steps:  (1)  sampling; 
(2)  measurement  appraisal;  (3)  deduction  or  description  of  the  results 
of  sample  appraisals;  and  (4)  induction  or  interpretation  and  applica- 
tion of  the  findings  resulting  from  the  sample  to  the  total. ^^  A  full 
discussion  of  these  steps  and  the  efficiency  of  their  use  by  the  Board  of 
Equalization  may  be  found  in  pages  265-278  of  the  1953  Keport  of  the 
Senate  Interim  Committee  on  State  and  Local  Taxation,  Part  Six, 
Property  Asscs-wicnfs  and  EquaHzafion  in  Californin}^  Some  general 
criticisms  noted  therein  Avere  the  inade(|uacy  of  the  sample  used,  the 
use  of  a  disguised  w'eighting  system,  tending  to  amplify  inaccuracies 

^0  Property  Assessments  and  Equalization  in  California.  Part  Six  of  Report  of  Senate 
Interim  Committee  on  State  and  Local  Taxation    (Sacramento:  1953),  p.  280. 

"Lee,  Eugene  C,  State  Equalisafion  of  Local  Assessvimts.  Bureau  of  Public  Admin- 
istration, Universitv  of  California  (Berkeley:  1953),  p.  "10. 

'^^  Eqvalizatinn  of  Ad  Valorem  Property  Tax  Assessments  in  California.  Report  of 
Senate  Interim  Committee  on  Governmental  Organization  (Sacramento:  1957), 
p.  27. 

1*  Welch,  Ronald  B.,  Intercounty  Equalization  in  California,  Part  I:  The  Mechanics. 
National  Tax  Journal,  March,  1957.  Volume  X,  No.  1. 
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rather  than  remove  them,  an  overstratification  based  on  imprecise  data, 
and  a  seeming  prevention  of  the  operation  of  chance  in  the  selection 
of  parcels  to  be  appraised. 

These,  and  other  reasons,  forestalled  the  promnlgation  of  any  equali- 
zation orders  until  1955,  when  14  such  orders  were  issued,  increasing 
the  assessments  in  the  counties  subject  to  such  orders  from  19  to  39 
percent.  A  July  18,  1955,  report  of  the  Secretary  of  the  State  Board  of 
Equalization  entitled  Inter  county  Equalization  in  California  set  out  a 
system  of  random  stratified  sampling  which  can  be  summarized  as 
follows : 

"(1)   The  stratification  of  county  assessment  rolls; 

"(2)   The  selection  at  random  of  a  number  of  real  properties  in 

each  of  the  strata ; 
"(3)    The  obtaining  of  descriptions  and  ownership  data  on  the 

randomly  selected  real  properties ; 
"(4)   The  appraisal  of  the  selected  real  properties,  the  personal 

property  located  thereon,  and  major  petroleum  producing 

fields ; 
"  (5)   The  ascertaining  of  assessed  values; 
"  (6)   The  computation  of  the  average  assessment  level  for  each 

stratum,  each  county,  and  the  state  as  a  whole ; 
"(7)   The  discussion  of  appraisals  with  assessors."-^ 

The  principal  effect  of  the  equalization  orders  on  the  counties  af- 
fected was  the  reduction  of  state  equalization  aid  to  school  districts, 
resulting  in  a  reallocation  of  approximatel}^  four  and  two-thirds  million 
dollars.  These  orders,  however,  also  had  the  effect  of  upsetting  assess- 
ment practices  and  creating  confusion  in  many  of  the  counties  where 
county  reappraisal  programs  were  under  way.  Some  counties  had 
adopted  the  practice  of  gradual  reappraisal  whereby  the  new  values 
were  placed  on  the  rolls  in  the  areas  where  the  reappraisal  program 
had  been  completed.  The  blanket  raise  forced  by  the  equalization  order, 
therefore,  had  the  effect  of  increasing  the  inequities  in  the  tax  burdens.^^ 
The  most  immediate  effect  of  the  intercounty  equalization  orders  was 
the  reduction  in  estimated  valuations  used  as  a  basis  for  determining 
tax  rates  in  cities  in  these  counties  which  assessed  the  property  within 
their  boundaries  for  city  tax  purposes.  This  reduction  was  due  to  two 
factors:  (1)  the  method  used  to  equalize  public  utility  property  in 
cities  with  ratios  of  assessed  to  true  value  greater  than  that  of  the 
county  within  Avhich  the  city  is  located;  and  (2)  the  dates  established 
by  law  or  ordinance  for  adoption  of  the  fiscal  year  budget  and  deter- 
mination of  the  city  tax  rate.^^ 

Cities  had  already  performed  their  ecpialization  functions  by  the 
time  the  state  board  issued  its  orders  in  August,  3955.  The  effect 
of  these  orders  was  to  reduce  the  assessed  valuation  of  state-assessed 
property  within  cities  in  the  affected  counties.  The  level  at  which  cities 
assess  common  property  is  not  affected  by  equalization  inasmuch  as 
such  orders,  as  interpreted  by  court  decision,  can  affect  only  the  entire 

-0  Equalization  of  Ad  Valorem  Property  Tax  Assessments  in  California.  Report  of 
Senate  Interim  Committee  on  Governmental  Organization  (Sacramento:  1957), 
p.  31. 

=i7bjd.,  pp.  38,  39. 

'2  Ibid.,  p.  32. 
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county  roll;  the  value  of  state-assessed  property  in  the  county  is  not 
affected  by  such  orders  under  the  existing  provisions  of  the  law. 

A  reduction  in  the  value  of  the  city  utility  rolls  would  not  affect 
the  budp'cts  of  the  cities  if  time  and  other  circumstances  permitted 
compensatin<r  adjustments  in  tax  rates.  Most  of  the  cities  affected  by 
the  1955  equalization  orders,  however,  had  already  adopted  their  own 
bud^rets  and  fixed  their  tax  rates.  Some  cities  were  able  to  chanoc  and 
increase  their  tax  rates  to  compensate  for  the  reduction  in  the  value  of 
public  utilities.  Time  and  tax  limitations  prevented  such  action  in  other 
cities  with  the  result  that  loss  of  revenue  required  a  reduction  in  the 
level  of  city  services.--''  Here  asrain  is  illustrated  a  need  for  equalization 
and  the  situation  would  appear  to  call  for  corrective  measures  at  the 
intracounty  level,  as  it  is  the  assessment  practices  of  the  cities  that 
seem  to  be  the  cause  of  the  difficulties. 

IV.     RECENT  LEGAL  DEVELOPMENTS 

Of  the  14  counties  which  received  equalization  orders  in  Aucust, 
1955,  Tulare  County  alone  refused  to  comply  and  filed  an  action  in  the 
Tulare  County  Superior  Court,  askinor  the  court  to  set  aside  the  board 
order.  The  Attorney  General  then  filed  an  application  for  a  peremptory 
writ  of  mandate  in  the  Supreme  Court  to  compel  Tulare  County  to 
immediatelv  comply  with  the  order  of  the  State  Board  of  Equalization. 
This  application  was  denied  on  the  srrounds  that  the  superior  court 
had  jurisdiction  to  judicially  determine  the  adeauacy  of  the  board's 
proceedings  and  to  review  the  evidence  presented  before  the  latter  body 
so  as  to  guarantee  that  due  process  of  law  had  been  received  by  the 
county,  and  that,  since  the  usual  rule  is  that  the  Supreme  Court  will 
not  issue  mandamus  when  the  matter  is  before  a  court  of  statewide 
jurisdiction,  and  there  were  no  facts  present  warranting  a  departure 
from  this  rule,  mandamus  would  not  lie. 

Thereupon,  the  cause  was  tried  in  the  Superior  Court  of  Tulare 
County,  and  the  order  of  the  board  was  annulled,  the  trial  judge  di- 
recting that  it  be  expunged  from  the  records. ^^  The  basis  for  this 
decision  was  the  fact  that  the  order  of  the  Board  of  Enualization  was 
directed  at  the  secured  roll  only,  and  since  an  equalization  order  must 
raise  or  lower  the  entire  roll,  the  board  had  acted  beyond  its  authority. 
Some  emphasis  was  also  placed  on  the  conduct  of  the  equalization 
hearings  themselves,  wherein  the  right  of  due  process  of  law,  in  this 
case,  sufficient  time  to  study  the  evidence  against  it  and  to  bring  for- 
ward evidence  of  its  own,  etc.,  was  probably  not  granted  to  the  county. 

The  Supreme  Court  decision.  State  v.  Tulare  County,  45  Cal.  2d  317, 
is  important  in  that  it  recognizes  and  establishes  that  the  hearings  of 
the  State  Board  of  Equalization  are  quasi  judicial,  rather  than  legisla- 
tive, and  thus  must  be  conducted  along  the  same  lines  as  an  ordinary 
trial,  and  the  partiei]iants  guaranteed  the  rights  of  those  M'ho  appear 
in  court  and  seek  relief  therein.  Just  how  long  this  case  will  stand, 
however,  is  another  question,  as  it  was  a  4-3  decision  and  the  deciding 
vote  was  cast  by  Justice  MeComb,  who  was  not  a  regular  member  of 
the  court,  but  who  was  justice  pro  tempore  in  the  absence  of  Justice 
Edmonds.  Any  litigation  along  these  lines,  therefore,  would  come  before 

-^  Ibid.,  p.  34. 
^  Ibid.,  p.  44. 
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an  evenly  divided  court,  with  an  X  or  unknown  factor  in  the  person 
of  Justice  Edmonds  controlling  the  decision. 

The  State  Board  of  Equalization  had  an  opportunity  to  appeal  the 
decision  of  the  Tulare  County  Superior  Court  {Tulare  County  Superior 
Court  No.  47678,  1956) ,  but  did  not  do  so,  stating  in  its  annual  report 
for  1954-55,  page  six,  that  "feeling  that  the  issues  in  the  ease  are  such 
that  a  decision  by  the  Supreme  Court  would  afford  it  little  guidance 
in  the  performance  of  its  equalization  duties,  the  board  has  decided 
not  to  appeal  the  decision."  One  interpretation  that  might  be  placed 
on  this  language  is  that  the  board  is  of  the  opinion  that  the  Supreme 
Court,  regardless  of  its  composition,  would  but  affirm  its  previous 
decision.^^ 

A  judicial  determination  of  the  proper  use  of  the  capitalized  income 
method  of  valuation  when  applied  to  a  taxable  lease  of  tax-exempt  land 
may  be  found  in  De  Luz  Homes  v.  County  of  San  Diego,  45  Cal.  2d,  546. 

V.     VALUE  TRENDING  BY  THE  STATE  BOARD  OF  EQUALIZATION 

The  S3'stem  of  random  stratified  sampling  employed  by  the  State 
Board  of  Equalization  has  been  discussed  at  some  length  in  preceding 
pages  of  this  report.  A  method  of  value  trending,  based  on,  and  com- 
plementing, the  results  of  the  samples  gained  by  random  stratification 
has  been  utilized  by  the  State  Board  of  Equalization  since  1956  in 
terms  of  a  process  technically  known  as  multiple  regression  analysis.^*' 

Basically,  and  this  would  be  an  oversimplification,  the  process  in- 
volves the  use  of  various  economic  indices  to  forecast  the  aggregate 
market  value  of  assessable  property  within  each  county.  More  particu- 
larly^, this  method  comprehends  the  taking  of  observations  of  market 
value  (by  random  stratified  sampling)  in  base,  or  bench  j^ears,  along 
with  observations  of  certain  other  economic  indices,  i.e.,  retail  sales, 
school  enrollment,  and  wages  of  persons  covered  by  unemployment 
insurance.  Since  not  all  counties  w^ill  be  observed  by  the  board  every 
3^ear  and  some  only  every  three  years,  and  information  regarding  the 
economic  indices  is  readily  available  each  year,  it  is  then  possible  to 
estimate  the  market  value  of  assessable  property  in  the  county  by  draw- 
ing a  comparison  between  the  present  economic  indices  and  those  of 
the  bench  .year,  in  relation  to  the  observed  market  value  of  the  bench 
year,  thus  arriving  at  an  estimate  of  the  assessable  market  value  for 
the  ])resent  year.  The  computation  involves  the  use  of  a  graph  and 
complicated  corrective  factors,  a  method  far  too  devious  to  be  ex- 
plained here.  A  full  discussion  may  be  found  in  a  Report  of  the  Ad- 
visory Committee  on  Value  Trending  to  the  California  State  Board  of 
Equalization. 

It  would  appear  that  trending  is  of  relative  unimportance  when 
compared  to  sample  appraisal,  since  any  reliable  trending  study  will 
shoAv  only  a  verj^  small  percentage  change  in  the  total  assessable 
property  in  any  one  county  from  year  to  year.  With  an  estimated  5 
percent  change  a  year  when  the  actual  change  was  only  8  percent  a 

-=  But  see  Welch,  Ronald  B.,  Intercounty  Equalisation  in  California,  Part  II:  Action 
and  Reaction,  National  Tax  Journal.  June,  1957,  Volume  X,  No.  2,  to  the  effect 
that  litigation  must  not  be  extended  so  as  to  disrupt  tlie  taxation  process. 

-«  Sampling  ,Sample  Expansion,  and  Trending  for  Intercounty  Equalization  Purposes, 
an  address  delivered  by  Ronald  B.  Welch,  at  the  1957  Conference  of  the  County 
Assessors  of  California  and  the  State  Board  of  Equalization,  Santa  Barbara, 
Nov.  7,  1957. 
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year,  and  a  25  percent  assessment  level  in  the  county's  base  year,  the 
assessment  level  of  this  county  will  be  understated  by  one-half  a  per- 
centage point  when  one  year  removed  from  the  base  year,  by  one 
percentage  point  when  two  years  removed,  and  by  one  and  a  half  per- 
centage points  when  three  years  removed.  With  the  sort  of  tolerance 
zones  the  State  Board  of  Equalization  has  been  using  in  the  past,  this 
kind  of  error  is  not  of  much  consequence.  However,  if  the  sample 
appraisal  in  the  bench  year  is  in  error  to  any  appreciable  extent,  this 
will  not  be  corrected  b}^  value  trending,  since  the  error  would  be  pres- 
ent in  the  instant,  as  well  as  the  bench  year  figures. 
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APPENDIX  C 

CASES   CONCERNED   WITH   UNIFORMSTY   REQUIREMENT 
FOR   PROPERTY  TAXATION   IN   CALIFORNIA 

Section  1,  Article  XIII,  California  Constitution,  requires  that  "All 
property  *  *  *  shall  be  taxed  in  proportion  to  its  value  *  *  *"  The 
following-  is  a  reference  to  the  leading  California  decisions  concerned 
with  this  constitutional  mandate : 

CONSTRUCTION 

The  taxpayer  is  entitled  to  the  exercise  of  good  faith  and  fair  con- 
sideration on  the  part  of  the  taxing  power  in  assessing  his  property,  at 
the  same  rate  and  on  the  same  basis  of  valuation  as  that  applied  to  other 
property  of  like  character  and  similarly  situated.  Inequality  of  taxation 
is  produced  as  surely  by  inequality  of  valuation  as  by  inequality  of  the 
rate  of  tax.  (Birch  v.  Orange  County,  186  Cal.  736;  see  also,  Los  An- 
geles Gas  (&  Electric  Company  v.  Los  Angeles  County,  162  Cal.  164; 
Sontliern  Pacific  Land  Company  v.  San  Diego  County,  183  Cal.  543.) 

The  essential  question  to  be  determined  with  respect  to  the  assessment 
of  properties  of  the  same  or  different  classes  is  as  to  whether  the  provi- 
sions of  the  Constitution  regarding  uniformity  in  valuations  and  of 
the  laws  declaring  how  uniformity  and  equality  in  the  distribution  of 
the  burdens  of  taxation  are  to  be  ascertained  and  applied  have  been 
fairly  conformed  to  or  systematically  and  intentionally  and  grossly 
disregarded.  Good  faith  of  the  assessor  in  making  a  discriminatory  and 
unequal  assessment  does  not  validate  the  assessment.  (Mahoney  v.  City 
of  San  Diego,  198  Cal.  388). 

The  Legislature  cannot  set  aside  the  coiistitutional  provision  that 
"All  property  *  *  *  shall  be  taxed  in  proportion  to  value"  by  requir- 
ing the  assessment  of  propertv  at  less  than  its  full  cash  value.  {Eisley  v. 
Mohan,  31  Cal.  2d  637.) 

Proof  that  one  taxpayer's  lands  are  assessed  at  a  higher  value  than 
those  of  his  neighbors  does  not  justify  the  inference  that  there  is  any 
inequality  in  the  assessments,  in  the  absence  of  proof  of  the  relative 
market  values  of  the  lands  compared.  (Wild  Goose  County  Club  v. 
Butte  County,  60  Cal.  App.  339.) 

An  assessment  of  a  possessory  interest  in  exempt  property  is  not  dis- 
criminatory because  similar  estates  in  non-exempt  property  are  not 
separately  assessed.  Even  if  other  property  of  like  character  escaped 
taxation,  such  circumstance  would  not  relieve  the  taxpayer  from  pay- 
ing a  tax  based  on  a  proper  assessment  of  its  property.  (Hammond 
Lumber  Co.  v.  Los  Angeles  County,  104  Cal.  App.  235.)  " 

The  fact  that  the  assessed  value  of  certain  property  was  reduced  by 
allegedly  illegal  actions  of  a  county  board  of  equalization,  namely, 
ordering  the  reductions  without  verified  petitions  and  sworn  testimony 
of  the  persons  affected,  taking  action  after  the  published  date  for  its 
termination  as  a  board  of  equalization,  considering  the  assessed  valua- 
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tions  placed  upon  comparable  property  in  an  adjoining  county  in  an 
attempt  to  equalize  assessment  in  a  high  school  district,  having  its 
clerk  enter  the  reductions  on  the  tax  roll  after  the  roll  had  been 
delivered  to  the  county  auditor,  and  of  the  county  board  of  super- 
visors after  adjournment  of  the  board  of  equalization  in  ordering 
reductions  which  had  been  omitted  through  clerical  error,  does  not  give 
another  taxpayer  whose  property  was  not  similarly  reduced  a  cause 
of  action  even  though  his  taxes  were  thereby  increased  where  the  tax- 
payer did  not  allege  or  prove  that  his  property  was  similar  in  character 
or  situation  to  the  property  reduced;  or  that  his  property  was  over- 
valued, or  the  reduced  property  undervalued  by  the  reductions. 
Crothers  v.  Santa  Cruz  County,  151  A.  C.  A.  231. 

Article  XIII,  Section  14,  California  Constitution  authorized  the  legis- 
lature, among  other  things,  to  "classify  any  and  all  kinds  of  personal 
property  for  the  purposes  of  assessment  and  taxation  in  a  manner  and 
at  a  rate  or  rates  in  proportion  to  A^alue  differ e7it  (emphasis  is  that  of 
the  court)  from  any  other  property  in  this  State  subject  to  Taxation." 
(Dawson  v.  Los  Angeles  County,  15  Cal.  2d  77.) 

INTANGIBLE  PROPERTY 

The  "tax  burden"  imposed  upon  intangible  personal  property  re- 
ferred to  in  Section  14  of  Article  XIII  of  the  State  Constitution  (as 
amended  in  1933)  is  not  measured  or  determined  by  the  tax  rate  or 
assessment  alone,  but  by  the  rate  times  the  assessment,  and  it  is  only 
when  the  product  of  the  two  is  excessive  that  the  property  bears  an 
undue  tax  burden.  (Dawson  v.  Los  Angeles  County,  15  Cal.  2d  77.) 

Federal  reserve  and  national  bank  notes  were  property  assessed  as 
tangible  personal  property  and  not  exempt  as  promissory  notes.  Such 
federal  reserve  notes  and  national  bank  notes,  which  are  in  a  safe 
deposit  box  and  which  are  tangible  property  consisting  of  money  in 
hand,  are  taxed  in  the  same  manner  and  at  the  same  rate  that  other 
money  on  hand  is  taxed,  although  solvent  credits  may  be  taxed  as 
intangible  propertj^  at  a  different  rate.  It  is  not  unreasonable  taxation 
to  tax  intangible  property  and  tangible  property  at  different  rates. 
(Beery  v.  Los  Angeles  County,  116  Cal.  App.  2d  290.) 

CLASSIFICATION  OF  PROPERTY 

An  agreement  between  landlord  and  tenant  with  respect  to  trade 
fixtures  (i.e.,  bank  fixtures),  whether  express  or  implied,  is  not  bind- 
ing upon  taxing  authorities.  What  constitutes  real  property  for  taxa- 
tion purposes,  within  the  meaning  of  federal  law,  as  well  as  the  State 
Constitution,  is  determined  by  the  law  of  this  State  if  there  is  reason- 
able basis  for  the  determination  and  if  there  is  no  discrimination 
against  federal  instrumentalities  since  "there  can  be  uniformity  of 
taxation  only  to  the  extent  that  there  is  a  uniform  classification  of  real 
and  personal  property."  (Trabue  Pittman  Corporation  v.  Los  Angeles 
County,  29  Cal.  2d  385.) 

AVhere  there  is  no  claim  or  showing  that  real  and  personal  property 
was  assessed  at  a  different  proportion  of  value  or  that  there  was  any 
difference  in  tax  rate  as  between  the  two,  no  inequality  of  tax  burdens 
would  appear  to  result  from  the  classification  of  bank  vault  doors  and 
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eovmtcrlines  as  realty  and  the  concurrent  classification  of  all  sirailai- 
property  as  personality.  (Simnis  v.  Lo.s  AngcUfi  County,  35  Cal.  2d 
303.) 

DISCRIMINATION 

Property  is  not  "taxed  in  proportion  to  its  value"  when  the  assess- 
ment is  frrossly  excessive  or  discriminatory.  Snch  assessments  are  con- 
strnctivelv  fraudulent  and  relief  against  them  will  be  granted  by  the 
courts.  (Mahoney  v.  City  of  San  Diego,  198  Cal.  388.) 

The  mere  fact  that  an  assessment,  not  discriminatory  or  inequitable 
on  its  face,  is  in  excess  of  the  fair  value  of  the  property  assessed,  is  not 
in  itself  evidence  of  fraud.  Mistakes  or  overvaluations  honestly  made 
are  not  grounds  for  refund  of  a  protested  charge.  To  invalidate  the 
assessment  there  must  be  a  conscious  failure  to  exercise  a  fair  and 
impartial  judgment,  or  a  resort  to  arbitrary  methods  varying  from 
those  employed  in  assessing  other  property  of  like  character  and  sit- 
uation, and  resulting  in  the  imposition  designedly  of  an  unequal  burden 
on  the  property.  (Hammond  Luniber  Co.  v.  Los  Angeles  County,  104 
Cal.  App.  235.) 

VALUE 

"Full  cash  value,"  as  defined  in  Section  110  of  the  Revenue  and 
Taxation  Code,  means  the  amount  at  which  property  would  be  taken  in 
payment  of  a  just  debt  from  a  solvent  debtor.  It  provides  for  an  assess- 
ment at  the  price  that  property  would  bring  to  its  owners  if  it  were 
offered  for  sale  on  an  open  market  under  conditions  in  which  neither 
the  buyer  nor  the  seller  could  take  advantage  of  the  exigencies  of  the 
other.  (  De  Luz  Homes  Inc.  v.  San  Diego  County,  45  Cal.  2d  546.) 

In  a  proceeding  to  review  an  order  of  a  county  board  of  supervisors 
refusing  to  reduce  assessment  valuations  of  multiple-dwelling  prop- 
erties, the  evidence  supported  the  board's  determination  that  the  prop- 
erties should  be  assessed  at  the  increased  valuations  placed  thereon  by 
the  assessor,  although  no  changes  were  made  in  the  assessable  values 
of  single-family  dwelling  properties,  where  it  appeared  that  the  board 
could  properly  find  from  the  testimony  of  assessing  officers  that  the 
assessor  had  fixed  the  market  value  in  each  of  the  two  types  of  improve- 
ments at  approximately  50  percent  of  their  sales  price  value.  {McClel- 
land V.  Board  of  Supervisors,  30  Cal.  2d  124.) 

It  is  only  when  the  conclusions  of  assessing  officers  as  to  the  value 
of  property  for  purposes  of  taxation  are  not  honestly  arrived  at,  or 
are  made  in  pursuance  of  some  fixed  rule  or  general  system,  the  result 
of  which  is  neeessaril.y  discriminatory  and  inequitable,  that  the  courts 
will  interfere.  The  extent  of  the  court's  review  is  limited  to  ascertaining 
whether  the  acts  of  the  assessor  and  the  board  of  equalization  are  open 
to  the  charge  of  fraud,  actual  or  constructive.  {Eastern  Colunibia,  Inc. 
v.  Los  Angeles  County,  61  Cal.  App.  2d  734.) 

The  absence  of  an  ' '  actual  market "  f or  a  particular  type  of  property 
(e.g.,  possessory  interest)  does  not  mean  that  it  has  no  value  or  that 
it  may  escape  from  the  constitutional  mandate  that  all  property  shall 
be  taxed  in  proportion  to  its  value,  but  only  that  the  assessor  must 
then   use   such    pertinent   factors    as   replacement    costs   and    income 
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analyses  for  determining  valuation.  (Kaiser  Co.  v.  Reid,  30  C.  2d  610; 
De  Luz  Homes,  Inc.  v.  San  Diego  County,  45  Cal.  2d  546.) 

The  proper  method  of  computing  the  value  of  a  leasehold  of  an 
exempt  housing  project  at  a  permanent  military  installation  is  to  deduct 
from  annual  anticipated  gross  income  the  operating  and  maintenance 
expenses  and  the  amount  required  by  the  lease  to  be  deposited  to  a 
replacement  reserve,  and  to  capitalize  the  difference  for  the  remaining 
jT^ears  of  the  lease  at  a  rate  which  will  allow  for  risk,  interest,  and 
taxes.  (De  Luz  Homes,  Inc.  v.  San  Diego  County,  45  Cal.  2d  546; 
Fairfield  Gardens,  Inc.  v.  Solano  County,  45  Cal.  2d  575 ;  Victor  Valley 
Housing  Corp.  v.  San  Bernardino  County,  45  Cal.  2d  580;  El  Toro 
Development  Co.,  Inc.  v.  Orange  County,  45  Cal.  2d  586.) 
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LETTER  OF  TRANSMITTAL 

Sacramento,  California,  March  9,  1959 
Hon.  Glenn  M.  Anderson 

President  of  the  Senate 
Hon.  Ralph  M.  Brown 

Speaker  of  the  Assemhly;  and 
Members  of  the  Legislature 

Gentlemen:  Pursuant  to  Senate  Concurrent  Resolution  No.  92, 
adopted  June  12,  1957,  your  committee  retained  Dr.  George  W.  Kuznets, 
Professor  of  Agricultural  Economics,  Statistics  and  Economics,  Uni- 
versity of  California,  Berkeley,  to  investigate  tlie  equalization  sampling 
and  trending  procedures  of  the  California  State  Board  of  Equalization. 

The  report  forwarded  herewith  is  the  result  of  that  labor.  It  repre- 
sents only  the  conclusions  of  Dr.  Kuznets  concerning  the  board  pro- 
cedures he  was  asked  to  report  on.  It  will  be  considered  by  your  com- 
mittee during  the  preparation  of  its  own  report  and  recommendations 
for  transmission  to  you. 

The  committee  wishes  to  emphasize  that  this  report  is  advisory  in 
nature  and  does  not  represent  the  conclusions  of  the  committee.  Such 
conclusions  will  only  be  formulated  and  reported  on  after  full  hearings 
in  which  aU  interested  will  be  given  the  opportunity  to  express  their 
views. 

Cordially, 

Glenn  E.  Coolidge,  Chairman 
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Berkeley,  California,  March  6,  1959 
Mr.  Glenn  E.  Coolidge 

Chairman  and  Members  of  the 
Joint  Interim  Committee  on 
Assessment  Practices 

Dear  Mr.  Coolidge:  In  accordance  with  contract  between  the  com- 
mittee and  me  dated  September  14,  1958,  I  submit  herewith  for  your 
information,  my  report  on  the  equalization  sampling  and  trending  pro- 
cedures of  the  California  State  Board  of  Equalization. 
Sincerely  yours, 

George  M.  Kuznets 
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1.     INTRODUCTION 

The  procedure  currently  followed  by  the  State  Board  of  Equaliza- 
tion in  determining  annually  county  assessment  ratios  involves  the 
estimation  of  the  market  value  of  all  locally  assessable  property  for  a 
base  year  and  the  projection  of  the  base-year  value  to  the  current  lien 
date.  The  projection  is  accomplished  by  the  use  of  a  statistically  fitted 
equation  which  relates  base-year  market  value  of  total  assessable  prop- 
erty in  counties  to  variables  found  to  be  associated  with  market  value 
of  tangible  property.  The  market  value  of  locally  assessable  property 
in  the  base  year  is  derived  from  appraisals  made  in  a  random-stratified 
sample  of  properties.  Appraisal  surveys  are  made  annually  in  about 
one-third  of  the  counties  in  rotation,  excepting  Los  Angeles  County 
which  is  surveyed  annually,  so  that  in  a  period  of  three  years  all 
counties  are  covered.  This  phase  of  the  board's  procedures  is  conducted 
on  a  substantial  scale  and  accounts  for  the  major  part  of  the  budget 
devoted  to  equalization  activities.  During  the  Fiscal  Year  1957-58  some 
5,900  properties  were  appraised  in  21  counties,  requiring  an  outlay  of 
approximately  12,000  man-days  by  the  salaried  staff  of  appraisers  main- 
tained by  the  board. 

In  this  report  we  examine  the  statistical  aspects  of  the  major  phases 
of  the  board's  procedures.  It  should  be  emphasized  that  substantive 
questions  are  not  separately  considered  by  us.  In  particular,  we  do  not 
discuss  herein  issues  relating  to  proper  definition  and  modes  of  meas- 
urement of  market  values  of  property  or  attempt  to  determine  the 
substantive  validity  of  the  appraisal  procedures  employed  by  the  board. 
The  sample  design  currently  employed  is  reviewed  in  Section  2  which 
also  contains  an  appraisal  of  its  implementation  in  1957-58.  The  sta- 
tistical properties  of  the  estimator  of  base-year  market  value  used  by 
the  board  are  described  in  Section  3.  In  this  section  we  also  review 
alternative  estimating  formulas.  In  Section  4  we  examine  briefly  the 
trending  procedure.  The  final  part  of  the  report,  Section  5,  contains 
several  recommendations  intended  to  improve  the  statistical  efficiency 
of  estimating  procedures.  Because  the  procedures  described  in  this  re- 
port were  fully  utilized  by  the  board  for  the  first  time  in  1958,  the 
appraisal  of  their  effectiveness  is  based  largely  on  the  analysis  of  the 
experience  in  that  year. 

2.     THE  SAMPLE  DESIGN  AND  ITS  IMPLEMENTATION 
Objectives 

The  primary  purpose  of  the  sampling  surveys  carried  on  by  the 
board  is  the  estimation  of  total  market  value  of  locally-assessable  prop- 
erty in  counties  as  of  a  specified  base  lien  date.  The  samples  are  de- 
signed to  yield  estimates  of  aggregate  market  value  (as  measured  by 
appraisals)  without  differentiation  by  class  or  type  of  property.  Given 
the  measurement  procedure  (appraisals)  and  a  schedule  of  costs,  the 
recognized  statistical  objective  is  a  sample  design  which  would  mini- 
mize the  sampling  variability  of  the  estimate  of  market  value  for  a  fixed 

(67) 
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outlay  in  a  county  or,  what  amounts  to  the  same  thing,  minimize  the 
outlaj^  for  a  fixed  level  of  sampling  variability.  AA^hile  information  on 
market  value  by  class  and  type  of  property  is  used  to  some  extent  in  the 
course  of  the  board's  equalization  activities,  only  the  need  for  reliable 
estimates  of  aggregate  market  value  is  explicitly  recognized  in  the 
sample  design. 

Stratification 

Assessment  rolls  of  secured  and  unsecured  properties  in  a  county 
serve  as  separate  sampling  frames.  Total  assessed  valuation  gross  of  all 
enrolled  exemptions  is  used  as  the  stratifying  variable.  Nine  assessed 
value  classes  or  strata,  shown  below,  are  defined  for  each  local  assess- 
ment roll,  numbered  1  to  9  for  properties  on  the  secured  roll  and  11  to 
19  for  the  unsecured  roll. 

Assessed  Value  Strata 

Stratum  limits  (dollars)  Stratum  code 

Under  1,000  1  and  11 

1,000  to      4,999 2  and  12 

5,000  to       9,999 3  and  13 

10,000  to     19,999 4  and  14 

20,000  to     49,999 5  and  15 

50,000  to     99,999 6  and  16 

100,000  to  499,999 7  and  17 

500.000  to  999,999 8  and  18 

1,000,000  and  over 9  and  19 

An  ingenious  and  efficient  tallying  procedure  is  employed  to  deter- 
mine the  number  of  assessments  in  the  value  strata.  Assessments  in 
strata  1  and  11  are  not  individually  counted.  Properties  assessed  at 
$1,000  or  above  are  tallied  on  every  page  of  the  assessment  rolls  in  the 
smaller  counties.  In  the  larger  counties,  low-valued  assessments  are 
classified  on  sample  pages  only.  In  the  process  of  tallying,  systematic- 
random  samples  of  assessments  are  drawn  from  each  stratum,  except 
strata  1  and  11.  This  "stratifying"  sample  serves  a  dual  purpose.  It 
provides  a  basis  for  estimating  total  assessed  valuation  of  properties 
in  each  stratum,  a  magnitude  that  is  needed  for  the  type  of  estimator 
of  market  value  used  by  the  board  (see  Section  3).  This  sample  also 
serves  as  the  subpopulation  from  which  most  of  the  properties  to  be 
appraised  are  selected. 

The  Appraisal  Sample 

Given  the  overall  budget,  the  number  of  properties  to  be  appraised 
in  a  county  is  apparently  determined  so  as  to  yield  approximately 
equal  relative  standard  errors  for  all  counties.  A  procedure  approxi- 
mating optimum  allocation  under  unequal  costs  is  used  to  determine 
the  number  of  properties  to  be  selected  for  appraisal  from  each  value 
stratum  of  the  secured  roll.  Equal  size  subsamples  are  drawn  from 
most  strata  of  the  unsecured  roll.  Stratum  1  properties  are  selected 
directly  from  the  local  roll.  Stratum  11  assessments  to  be  appraised 
are  not  independently  selected.  These  consist  of  assessable  tenants' 
property  (meeting  the  value  criterion)  located  on  the  real  property 
already  selected  for  the  appraisal  sample. 
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Implementation  in  1957-58 

It  is  one  of  the  unpleasant  facts  of  life  in  survey  practice  that  the 
efficiency  of  a  well-designed  sample  can  be  readily  blunted  by  attrition 
in  the  field.  The  latter  is  likely  to  be  particularly  heavy  when  the  meas- 
urement process  is  complex.  Many  units  turn  out  to  be  "impossible" 
to  measure  and  disappear  from  the  sample.  Strong  propensities  de- 
velop to  substitute  "easier"  or  "better"  or  more  "representative" 
units  for  those  initially  selected.  It  should  be  stated  that  there  is  full 
recognition  by  the  professional  staff  of  the  damage  that  incomplete- 
ness and  uncontrolled  substitution  can  wreak.  An  elaborate  schedule 
governing  the  dropping  and  replacement  of  sample  properties  has 
been  developed  and  is  now  part  of  the  operating  procedure. 

Table  2-1  provides  a  detailed  record  of  sample  sizes,  intended  and 
realized,  pertaining  to  the  1957-58  surveys.  The  numbers  of  sample 
units  missed  (and  not  replaced)  and  the  numbers  replaced  are  set  out 
by  counties  in  Table  2-2.  In  the  aggregate,  some  3  percent  of  the  sample 
properties  were  not  appraised.  iSubstitutions  were  made  in  approxi- 
mately 4  percent  of  the  properties  initially  drawn.  These  percentages 
vary,  of  course,  from  county  to  county,  but  in  no  county  did  they  reach 
a  critical  level.  As  might  have  been  expected,  the  proportion  of  misses 
is  greater  for  the  higher-valued  properties.  Approximately  2  percent 
of  sample  properties  in  strata  1  to  3  were  missed,  3  percent  in  strata 
4  to  6,  and  over  11  percent  in  the  high-value  strata  7  to  9.  Finally,  in 
Table  2-3  we  present  a  comparison  by  counties  between  the  average 
assessed  values  of  properties  in  the  appraisal  samples  and  the  average 
assessments  of  all  properties  on  the  secured  and  unsecured  rolls.  One 
may  observe  a  tendency  for  the  properties  in  the  appraisal  samples 
to  have,  on  the  average,  lower  assessments  than  all  properties  on  the 
assessment  rolls.  With  the  possible  exception  of  two  or  three  counties, 
however,  the  ratios  of  the  sample  averages  to  population  averages  dis- 
played in  Table  2-2  do  not  differ  significantly  from  100. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'). 
Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys 

Alameda 


_ 

39 

36 

584 

216 

214 

158 

42 

41 

155 

20 

19 

223 

15 

14 

128 

14 

14 

236 

14 

14 

78) 
48l 

15 

6 

7 

1,620 

375 

365 

24 

568 

15 

14 

97 

15 

13 

85 

15 

14 

278 

14 

12 

184 

14 

13 

1221 

11 

11^ 
6 

13 

2 

value  strata  N 
Secured  roll 

1 21,833* 

2 183,729 

3 16,568 

4 4,955 

5 2,328 

6 658 

7 499 

8 78 

9 48 

Total   230,696 

Unsecured  roll 

11 74,429* 

12 5,651 

13 1,430 

14 827 

15 561 

16 184 

17 122 

18 11 

19 6 

Total    83,221         1,351  __         103 

Alpine 

Secured  roll 

1 281* 

2 104 

3 19 

4 8 

5 4 

6 — 

7 — 

8 1111 

9 — 

Total   417  85  50  48 

Unsecured  roll 

11 106* 

12 35           35           11           10 

13 1             1             1           __ 

14 1111 

15 __ 

16 _- 

17 __ 

18 — 

19 — 

Total   143  37  __  11 


15 

14 

53 

16 

15 

19] 

9 

8 

18 

7 

4 

2 

'  Approximate. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  {n'). 

Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

Amador 

Assessed 

value  strata                                                                                     N  n'            n"           n 

Secured  roll 

1 4,014*  _-           43           43 

2 1,967  190          72           71 

3 148  29          17           17 

4 44  23]                       10 

5 10  10^         16            3 

6 7  7j                          1 

7 2  2             2           __ 

8 

9 — 

Total 6,192  261         150         145 

Unsecured  roll 

11 966*  __           __            9 

12 138  69           14          14 

13 22  22             9             8 

14 10  10             6             6 

15 6  61                         6 

16 2  2 1         12            2 

17 4  4j                          2 

18 __ 

19 __ 

Total 1,148  113           __           47 

Calaveras 

Secured  roll 

1    (7,064)  __           52           51 

2    3,061  207           82           82 

3    229  55           16           16 

4    87  42           14           13 

5    - 18  181                         5 

6    7  7 1         10             1 

7    5  5j                         1 

8    

9    1111 

Total    10,472  335         175         170 

Unsecured  roll 

11 (1,255)  __           __             4 

12    90  47]                       13 

13    8  8l         14             1 

14    7  7] 

15    3  3]                         1 

16    1  ll           6 

17    3  3                          1 

18    

19    

Total     1,367  69          —           20 

*  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  In  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'). 

Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

Colusa 

Assessed 
value  strata  N  n'  n'*  n 

Secured  roll 

1    3,027*        __  19  16 

2    3,823         252  70  66 

3    907         229  42  42 

4      538         271  42  39 

5    201         201]  26 

6    18  18|.         27  1 

7    4  4J 

8    

9    

Total    8,518        975        200         190 

Unsecured  roll 
U (2,910)         —  —  8 

12      238  62  14  14 

13    88  88  14  13 

14    67  67  12  11 

15    19  19]  8 

16    9  9|         15  5 

17    8  8J  2 

18    

19    


Total 3,339  253           —           61 

Del  Norte 
Secured  roll 

1    5,293*  —           28          24 

2    2,665  178           65           64 

3    285  74          19          19 

4    139  70           15           15 

5    144  144]                        39 

6    28  281        48            6 

7    14  14J                         1 

8    

9    

Total    8,568  508         175        168 

Unsecured  roll 

11    340*  —           —           12 

12    160  80)         .o             9 

13    31  31j         -^"^            2 

14      17  17]                          5 

15    4  4V          9            3 

16    3  3J                         1 

17    2  2            2            1 

18    

19    

Total 557  137           __          33 

*  Approximate. 

Figures  In  parentheses  estimated  br  dividing  total  assessed  value  In  stratum  by  average  assessed  value  of  ap- 
praised properties  In  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'), 

intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

El  Dorado 

Assessed 

value  strata  N  n'            n°           n 
Secured  roll 

1    13,680*  __           38           35 

2    7,264  362         100         100 

3    855  108          30           28 

4    305  76           18           18 

5    82  82]                       12 

6    11  11  [►         15            2 

7    7  71                         1 

8    1111 

9    

Total    22,205  647         202         197 

Unsecured  roll 

11    (6,531)  __           __             7 

12    458  229          15           15 

13    21  21]                         5 

14    13  13  y         10             1 

15    9  9J                         3 

16    2  2            2             2 

17    1  1             1           __ 

18    

19    

Total 7,035  275           __           33 

Glenn 
Secured  roll 

1    2,521*  __           15           15 

2    4,228  205           70           68 

3    1,214  155          45           45 

4    587  147           37          35 

5    : 248  2481                       24 

6    27  27}         32            4 

7    11  111                         3 

8    1111 

9    

Total    8,837  794        200        195 

Unsecured  roll 

11 (2,295)  __           __             5 

12    125  59)         -.           10 

13    40  40J         ^*            4 

14    21  211                         6 

15    8  81         10            4 

16    3  3 

17    1111 

18    

19    

Total 2,493  132           __           30 

•  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  in  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'). 
Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 
1957-58  Surveys— Continued 
Humboldt 
Assessed 

value  strata                                                                                    N  n'            n°           n 
Secured  roll 

1  49,067*  __           19           18 

2 21,355  427         132         128 

3  2,101  139          32          29 

4 818  84           20           20 

5 472  236           19           17 

6 137  137           14           12 

7  39  39]                          8 

8 7  7[         14 

9 4  4J 

Total   74,000  1,073         250         232 

Unsecured  roll 

11  1,112*  __           __           20 

12 1,011  199           15           15 

13 245  124           14           13 

14 90  90           13          13 

15 53  53]                         3 

16 15  15^         13            5 

17  13  13J                         4 

18 

19 

Total    2,539  494           __          73 

Kings 
Secured  roll 

1    9,114*         __  21           20 

2    8,928  358          88          88 

3    1,802  118          45          45 

4    817  163           35           35 

5    393  196           22           22 

6    50  m\        .9            7 

7    25  25j                         5 

8    2  2             2             1 

9    


Total    21,131  912  225        223 

Unsecured  roll 

11    (1,266)  _-  __             7 

12    437  108  15          15 

13    109  109  13          13 

14    59  59  11          11 

15    29  29]  8 

16    8  8y  11            1 

17    7  7J  1 

18    

19    1111 

Total 1,916  321  __           57 

*  Approximate. 

Figures  in  parentheses  estimated  hs  dividing  total  assessed  value  In  stratum  by  average  assessed  value  of  ap- 
praised properties  In  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'), 

intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

Los  Angeles 

Assessed 

value  strata                                                                                N  n'  n"  n 

Secured  roll 

1    363,243*  __  29  26 

2    1,138,900  1,112  200  199 

3    167,080  547  60  59 

4    52,820  516  33  32 

5    20,366  402  19  16 

6    5,442  212  15  13 

7    3,496  176  15  11 

8    421  77  14  13 

9    333  164  15  13 

Total    1,732,101  3,206  400  382 

Unsecured  roll 

11    380,830*  —  —  29 

12    35,875  180  15  15 

13    8,460  170  15  12 

14    6,343  258  15  12 

15    4,970  325  15  15 

16    1,626  157  15  15 

17    1,147  573  15  15 

18    97  97  13  13 

19    55  55  12  11 

Total     439,409  1,815  __  137 

Mariposa 
Secured  roll 

1    3,009*  __  43  43 

2    1,506  188  80  79 


3    150  75|         ^^  22 

4    18  18|         ^^  3 


5  -  2  2  2  2 

6  

7  

8 

9  

Total 4,685  283         150         149 

Unsecured  roll 

11   (1,604)  __  —  6 

12    64  64  12  12 

13    12  12]  4 

14    6  ey         10  2 

15    8  8]  3 

16    1  111 

17    

18    

19    1  111 

Total     1,696  92  __  29 

•  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  in  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'). 
Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 
1957-58  Surveys— Continued 
Mono 
Assessed 

value  strata  N  n'            n°           n 
Secured  roll 

1    741*  __           15 

2    718  90           38 

3    153  77           22 

4    111  111           25 

5    51  51] 

6    6  6 1        46 

7    12  12j 

8    2  2             2 

9    2  2             2 

Total 1,796  351         150         149 

Unsecured  roll 

11    

12    301*  301           18          18 

13    23  231                         8 

14    15  15 1         15            3 

15    6  6l                         4 

16    

17    1  111 

18    

19    

Total     346  346          —          34 

Monterey 
Secured  roll 

1 25,279*  _-           31 

2   28,530  375         128 

3  6,457  220           60 

4 2,013  137           30 

5 942  194           24 

6 172  172           14 

7 84  84] 

8 4  4 1        13 

9 4  4j                         2 

Total   63,485  1,190        300        291 

Unsecured  roll 

11 (14,183)  —           _-           17 

12 1,691  171          15          14 

13 451  89           15           15 

14 246  123           15           14 

15 67  67           12           12 

16 14  14]                          7 

17 5  5 1           9 

18 3  3l                          2 

19 

Total    16,660  472          __           81 

*  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  in  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Sixe  of  Stratifying  Sample  (n'). 

Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

San  Benito 

Assessed 

value  strata                                                                                     N  n'  n"           n 

Secured  roll 

1    2,529*  —  15          15 

2    3,445  345  72           69 

3    961  191  48           47 

4    473  236  36           36 

5    127  1271  22 

6    23  23}.  28             4 

7    10  lOJ  2 

8    1111 

9    

Total    7,569  933  200         196 

Unsecured  roll 

11   (783)  __  __           14 

12    214  107  15           14 

13    58  58]  11 

14    29  29l  17            4 

15    15  15j  2 

16    1111 

17    1111 

18    

19    

Total     1,101  211  —           47 

San  Bernardino 
Secured  roll 

1    175,224*  __  74           72 

2  104,790  692  190         187 

3 7,144  232  29           29 

4 1,967  128  15           15 

5 664  320  15           15 

6 —          133  71  13           13 

7 65  651  11 

8 5  5j-  14            1 

9 8  8J  1 

Total   290,000  1,521  350         344 

Unsecured  roll 

11  (46,095)  —  —           15 

12 2,760  134  15           10 

13  469  92  15           14 

14 250  61  14           13 

15 129  62  12           12 

16   40  40|  io             7 

17    14  14|  ^"^             5 

18 2  2  2             2 

19    

Total     49,759  405  __           78 

•  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  in  stratum. 


78  JOINT  INTERIM  COMMITTEE  ON  ASSESSMENT  PRACTICES 

TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'), 

intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

San  Luis  Obispo 

Assessed 

value  strata                                                                                        N  n'            n"            n 
Secured  roll 

1    36,427*  -_           51 

2    15,565  309         118 

3    1,751  117           36 

4    748  77           25 

5    222  110] 

6    34  34 1         16 

7    8  8j 

8    2  2             2 

9    2  2             2 

Total     54,759  659         250 

Unsecured  roll 

11    1,612* 

12    568  115           15 

13    117  60           12 

14    47  47] 

15    17  17 1         13 

16    4  4J 

17    111 

18    

19    

Total    2,366  244 

San  Mateo 
Secured  roll 

1 41,754*  __           27 

2 89,690  586         200 

3 13,630  194           54 

4 4,076  200           26 

5 1,229  123           15 

6 339  174           14 

7  153  153] 

8 24  24  i         14 

9 9  9J 

Total   150,724  1,463         350         343 

Unsecured  roll 

11 (29,609)  _-           _-          15 

12 2,440  121           15           13 

13 597  120           15           13 

14 274  70           15           13 

15   183  91           14           14 

16 63  63]                        10 

17 33  33 1         13             2 

18 11  llj                          1 

19 2  2             2             2 

Total   33,212  511           __          83 

*  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  In  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'). 

Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

Santa  Barbara 

Assessed 
value  strata  N  n'  n°  n 

Secured  roll 

1 18,880*  __           22           21 

2 23,850  __         120        119 

3 5,336  175           59           59 

4 1,939  125          35           32 

5 819  161           22           22 

6 151  151)         ,^          11 

7 75  75  y        -^-^            3 

8 1  111 

9 1  111 


Total   51,052  1,007  275  269 

Unsecured  roll 

11 (8,468)  __  __  14 

12 1,445  188  15  14 

13 363  177  15  14 

14 188  188  15  12 

15 111  1111  8 

16 30  30  I  11  1 

17 13  13  1 

18 

19 

Total    10,618  707  __  64 

Solano 
Secured  roll 

1  — 8,467*  __  21  20 

2  22,480  299  150  150 

3  2,146  141  30  30 

4  951  98  21  21 

5  358  70  15  14 

6 62  62)  .<,  11 

7  12  12 1  -^^  1 

8  1  1  1  __ 

9 

Total  34,477  683  250  247 

Unsecured  roll 

11  (4,597)  —  __  24 

12  1,043  131  15  15 

13  208  104  15  14 

14  87  87  12  13 

15  36  36)  T-  11 

16  4  4}  -^-^ 

17  2  2  2  2 

18  2  2  2  __ 

19  


Total 5,979    366    __     79 

•  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  in  stratum. 
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TABLE  2-1 

Number  of  Properties  in  Assessed  Value  Strata  (N),  Size  of  Stratifying  Sample  (n'). 

Intended  Size  of  Appraisal  Sample  (n°)  and  Number  of  Properties  Appraised  (n). 

1957-58  Surveys— Continued 

Tuolumne 

Assessed 
value  strata  N  n'  n"  n 

Secured  roll 

1    7,259*        —  31  30 

2    3,811         256  96  96 

3    341  84  22  22 

4    108  55  13  13 

5    24  24]  7 

6    2  2  I        12 

7    7  7]  2 

8   

9    1111 

Total    11,553         429         175         171 

Unsecured  roll 

11    (3,181)         —  __  7 

12    314         158  15  15 

13    37  371  4 

14  9  9  i  8 

15  7  7j  1 

16  2  2  2  2 

17  2  2  2  __ 

18    

19    

Total 3,552        215  __  29 

*  Approximate. 

Figures  in  parentheses  estimated  by  dividing  total  assessed  value  in  stratum  by  average  assessed  value  of  ap- 
praised properties  in  stratum. 

SOURCE:  Prepared  from  tabulations  provided  by  the  Division  of  Research  and  Statistics,  State  Board  of 
Equalization. 
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TABLE  2-2 

Number  of  Properties  Appraised,  Number  Missed,  and  Number  Substituted 

1957-58  Appraisal  Surveys 

Number  Number  not      Number 

Count!/                                                                             appraised  appraised     substituted 

Alameda -168  17  17 

Alpine 59  4  1 

Amador , 192  8  8 

Calaveras 190  9  12 

Colusa 251  12  10 

Del  Norte 201  10  12 

El  Dorado 230  7  10 

Glenn    225  5  6 

Humboldt 305  20  16 

Kings    280  3  11 

Los  Angeles 519  25  20 

Mariposa    178  2  4 

Mono 183  1  5 

Monterey    372  11  11 

San  Benito 243  5  3 

San  Bernardino 422  13  21 

San  Luis  Obispo 292  4  8 

San  Mateo 426  13  12 

Santa   Barbara 333  12  24 

Solano— 326  5  16 

Tuolumne 200  9  9 

All  counties ■ 5,895  195  286 

TABLE  2-3 

Ratio  of  Average  Assessed  Valuation  of  Appraised  Properties  to  Average  Assessed 
Value  of  All  Properties  on  Assessment  Rolls  "—1957-58  Surveys 

Secured  Unsecured 

roll  roll  Total 

County                                                                              (percent)  (percent)       (/lercent) 

Alameda     93.9  115.4  96.1 

Alpine 97.3  91.4  97.0 

Amador  — 97.3  88.1  95.5 

Calaveras .—     98.1  79.2  96.8 

Colusa 92.1  99.6  93.1 

Del  Norte — 95.0  102.0  95.7 

El  Dorado . 101.6  81.0  100.0 

Glenn    102.4  92.2  101.8 

Humboldt 110.2  85.1  107.8 

Kings    100.3  95.5  99.8 

Los  Angeles 94.9  105.4  96.1 

Mariposa    88.6  97.0  91.4 

Mono 93.7  89.7  93.3 

Monterev    104.2  103.0  104.1 

San    Benito 98.5  94.8  98.2 

San    Bernardino 85.9  104.3  86.9 

San   Luis  Obispo 96.7  86.5  96.2 

San   Mateo 89.4  94.2  89.8 

Santa  Barbara 98.2  89.9  97.5 

Solano 96.6  88.3  96.1 

Tuolumne 101.9  95.4  101.3 

*  Estimated  assessed  value  of  householders'  exemptions  added  to  total  enrolled  assessment.  Total  assessed  value 

for  appraisal  samples  estimated  by  multiplying  stratum  means  by  total  number  of  assessments  in  strata 
and  summing  over  strata. 


4 — L-4523 
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3.     THE  ESTIMATE  OF  MARKET  VALUE  AND  ITS  VARIANCE 
The  Estimator  Y 

The  estimate  of  base-year  market  value  of  all  locally  assessable  tangi- 
ble property  in  a  county  used  by  the  board  currently  is  of  the  following- 
form  : 

»•')         A     9       .     ,  .        19       .     ,  . 

in  which  Vh  and  Xi,  are,  respectively,  the  average  total  appraised  value 
and  the  average  total  assessed  valuation  of  stratum  h  properties  in  the 
appraisal  sample,  and  Xh  is  the  stratum  weight.  It  will  be  recalled  that 
assessed  value  strata  one  to  nine  contain  properties  listed  on  the  secured 
assessment  roll  and  that  strata  11  to  19  partition  analogoush'  the  un- 
secured roll.  Developed  petroleum  mineral  rights  are  treated  as  a 
separate  stratum  (stratum  10)  and  the  market  value  of  this  type  of 
property  is  estimated  using  a  different  procedure. 

The  stratum  weights  Xh  are  estimates  of  total  assessed  value  of  prop- 
erties in  assessed  value  strata  and  are  currently  computed  as  follows: 


^1  '  ^^'  -llE^h^^  *  'll    °' 


'^i  -  ^«"  -Y.ji?hi  *  hi 


f 


h=12 


XJ.  =  N,x'    +  Z,      for  h=2,...,9  and, 
h         h  h         h  '        '  ' 

7^  =  N^5^    for  h=12,...,19. 

In  these  expressions  Xh  is  the  average  assessed  valuation  of  stratum  h 
properties  in  the  stratification  sample,  Nh  the  number  of  parcels  in 
stratum  h,  N"  the  total  number  of  parcels  on  the  unsecured  roll,  X** 
and  X"  respectively  the  aggregate  assessed  valuations  of  properties  on 
the  secured  and  unsecured  rolls  reported  by  the  county  assessor  or  the 
county  auditor,  and  Zh  the  estimated  total  assessed  value  of  house- 
holders' exemptions  in  stratum  h.  The  alternative  procedure  of  deter- 
mining X/i  is  sometimes  recjuired  because  X"  may  not  be  available. 
Separate  estimates  of  householders'  personal  property  exemptions 
are  computed  because  only  in  a  few  counties  are  these  exemptions  en- 
tered on  the  rolls.  For  strata  one  to  nine  householders'  exemptions  are 
estimated  from  the  appraisal  sample  in  which  assessed  valuations  of 
tangible  personalty  are  edited  to  allow  for  these  exemptions.  Thus  for 
h  =  1,  ...  9,  Zb  =  NhZh,  in  which  Zh  is  the  average  assessed  value  of 
householders'  exemptions  in  stratum  h  of  the  appraisal  sample.  The 
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total  of  householders'  exemptions  for  the  county,  Z,  is  estimated  by 
multiplying  the  estimated  assessed  value  of  average  householders'  ex- 
empt property  by  the  estimated  number  of  households  in  the  lien  year. 
The  difference  between  Z  thus  computed  and  the  total  of  householders' 
exemptions  in  strata  one  to  nine  is  allocated  to  stratum  11,  that  is,  Zu 

9 

is  made  equal  to  Z  —  2  NhZj,.  In  the  aggregate,  and  for  strata  one 

h  =  l 

to  nine,  the  adjustment  for  householders'  exemptions  is  relatively  small, 
rarely  in  excess  of  2  percent  of  total  assessed  valuation.  For  stratum 
11,  however,  it  can  be  of  substantial  magnitude,  amounting  to  40  or  50 
percent  of  total  assessed  valuation  in  the  stratum. 

Bias  and  Variance  of  Y 
/\ 

The  statistic  Y  used  by  the  board  to  estimate  total  market  value  of 
locally  assessable  property  in  a  county  (exclusive  of  developed  petro- 
leum mineral  rights)  resembles  the  conventional  weighted  stratified 
ratio  estimate  treated  in  most  texts  on  sampling,^  but  differs  from  the 
latter  in  that  the  stratum  weights,  Xh,  are  subject  to  sampling  varia- 
tio^j.  In  deriving  the  expressions  given  below  for  the  bias  and  variance 
of  Y,  the  approximations  commonly  employed  in  obtaining  the  expected 
value  and  the  mean  square  error  of  a  ratio  estimate  were  used.  In 
addition,  to  simplify  the  tedious  algebra  and  the  resulting  formulas, 
we  have  assumed  the  stratum  weights  to  be  given  by  NhXi'  in  which  only 
the  means  are  subject  to  sampling  variation.  We  have  thus  disregarded 
the  adjustment  for  householders'  exemptions,  which  introduces  addi- 
tional random  variation  into  the  estimate,  and  have  assumed  the 
stratum  sizes  to  be  known  exactly,  which  is  not  entirely  correct  for 
counties  in  which  only  sample  pages  of  the  assessment  rolls  are  tallied. 
These  simplifications  undoubtedly  result  in  some  understatement  of 
the  sampling  variance  of  Y  which  is  not,  however,  of  a  significant 
magnitude. 

For  stratum  h  we  obtain 


(3.3) 


in  which  Yh  is  the  market  value  of  all  properties  in  stratum  h,  Qxi,  i^ 
coefficient  of  variation  of  assessments,  Qxyh  ^^  the  relative  covariance 
of  assessed  and  appraised  values,  n(;  is  the  number  of  .sample  properties 
in  stratum  h  of  the  stratification  sample  and  nj,  is  the  number  of  prop- 
erties appraised.  The  bias  of  Y  is  therefore  given  by 

1  Morris  H.  Hansen,  William  N.  Hurwitz,  W^illiam  G.  Madow,  Sample  Survey  Methods 
and  Theory,  John  Wiley  and  Sons,  New  York,  1953,  vol.  I,  p.  192.  Also,  W^illiam 
G.  Cochran,  SampUny  Techniques,  John  Wiley  and  Sons,  New  York,  1953,  p.  129. 
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(3.4)        ^  p 

B(Y)   =         Z\(Q\-  Q     JK(K  -  n,  )   /   (N,  -  l)n'n^ 
^  h     xh       xyh     h     h         h     '        h       '    h  h 

It  can  be  readily  shown  that  Y  is  unbiased  if  the  regression  of  y  on  x  is 
linear  and  through  the  origin.  In  any  ease,  the  bias  B(Y)  ean  be  made 
as  small  as  desired  by  making  iiii  and  consequently  Ui,  sufficiently  large, 
but  the  usual  caution  regarding"  the  possibility  of  a  large  total  bias 
resulting  from  the  cumulation  of  individual  strata  biases  if  the  strata 
sample  sizes  are  small,  put  forward  in  connection  with  the^ weighted 
stratified  ratio  estimate,  is  fully  applicable  to  the  estimate  Y. 
To  obtain  the  mean  square  error  of  Y  we  note  that 


(3.5) 


^(V  \^' '  KA-  %'> '  K-  ^K 


in  which  Ri,  =r  Yh/Xj,,  and  that 

On  the  usual  assumption  that  the  second  term  in   (3.6)   is  negligible, 
the  mean  square  error  or  variance  of  Y  turns  out  to  be  approximately 

'"'4  n  "hvw/(vi)\ 


This  approximation  to  the  variance  of  Y  can  be  written  in  a  somewhat 
different  form  which  separates  out  the  contribution  to  the  total  vari- 
ance of  the  sampling  variability  of  the  stratum  weights  NhXi,.  Since  the 
variance  of  the  stratified  weighted  ratio  estimate.  Y*  =  2  Xhyh/Xh,  is 

h 

given  approximately  by 
(3,8) 


4'  I  ''h(v\»'^4^ 


'yh-'^h"xyl^/(Vl)V 


we  may  write  for  (3.7) 
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(3.7a) 


y         Y*       R      h       h    xhh        h    xK 


ART  TO  KUM  ___. 


(V  "h)  /  (V  i>"h- 


The  second  term  on  the  ri<ilit  of  (8.7a)  measures  the  change  in  the 
variance  of  the  estimate  due  to  the  use  of  NhXh  in  place  of  the  unknown 
Xu.  We  note  that  it  is  possible,  within  the  limits  of  the  approximation 
used,  for  the  variance  of  Y  to  be  smaller  than  the  variance  of  Y*. 
Usually,  however,  we  would  expect  the  former  variance  to  be  the  larger 
of  the  two. 

hAoQuWudes  of  Y  ana  Sy 

In  Table  3-1  are  shown  the  dollar  magnitudes  of  estimates  of  market 
value  based  on  (3.1)  for  several  counties  and  the  estimated  standard 
errors  of  these  estimates  based  on  (3.7)  and  (3.8).  The  statistics  which 
refer  to  the  1957  lien  date  are  derived  from  the  1957-58  appraisal  sur- 
veys made  by  the  board  in  these  counties.  The  estimates  of  market 
value  shown  in  Table  3-1  may  be  expected  to  differ  somewhat  from  the 
base  year  market  value  figures  computed  by  the  board.  Our  computa- 
tions do  not  include  an  allowance  for  householders'  exemptions  in  the 
stratum  weights.  This  has  no  effect  on  the  estimates  for  Los  Angeles 
and  San  Bernardino  counties  where  householders'  exemptions  are 
shown  on  assessment  rolls,  but  it  does  affect  the  estimates  for  the  other 
counties.  Further,  we  do  not  include  the  appraised  value  of  developed 
petroleum  mineral  rights  in  the  estimate  of  market  value.  The  counties 
in  Table  3-1  affected  by  this  ommission  are  Kings,  Los  Angeles,  and 
San  Luis  Obispo.  The  standard  errors  were  computed  by  substituting 
sample  estimates  for  the  unknown  parameters  appearing  in  (3.8)  and 
(3.7a).  The  stratum  variances  of  assessed  values,  Oxh^.  were  estimated 
from  data  provided  by  the  appraisal  samples.  Better  estimates  could 
have  been  obtained  from  the  stratification  sample,  but  the  latter  data 
were  not  available  for  these  computations.  We  note  that  the  estimates 
of  market  value  computed  according  to  (3.1)  have  relatively  small 
sampling  variability,  the  relative  standard  errors  ranging  from  about 
1  to  4  percent. 

TABLE  3-1 

Estimates  of  Market  Value  of  Locally  Assessable  Property  as  of 

1957  Lien  Date  and  Estimated  Standard  Errors 

County                                                                      Y                 St  Sy  IOOSVY 

(million  dollars)  (percent) 

Alameda    5,035             47.4  58.1  1.2 

Glenn 194               3.1  4.3  2.2 

Kings 319               7.1  8.3  2.6 

Los  Angeles 39,227           765.9  798.8  2.0 

San  Bernardino 2,682             41.8  49.5  1.8 

San  Luis  Obi.spo 424               6.3  11.1  2.6 

San  Mateo   3,119             63.6  69.6  2.2 

Tuolumne    95               2.5  3.5  3.7 
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Jests  of  Intercepts 

Least  squares  estimates  of  the  intercept  of  the  line  of  regression  of 
appraised  on  assessed  values  in  individual  strata  or  combination  of 
these  are  shown  for  selected  counties  in  Table  3-2.  The  table  also  pro- 
vides estimates  of  corresponding  standard  errors,  computed  only  for 
strata  in  which  10  or  more  sample  observations  were  available.  Of  the 
86  intercepts  set  out  in  the  table,  only  13  are  significantly  different 
from  zero,  nor  does  there  appear  to  be  a  noticeable  tendency  for  the 
significant  intercepts  to  be  concentrated  in  certain  strata.  The  evidence 
on  the  whole  does  not  contradict  the  working  assumption  that  the  re- 
gression of  appraised  on  assessed  values  within  strata  passes  through 
the  origin.  We  have  not  tested  the  (remote)  possibility  that  the  re- 
gression function  is  typically  curved  within  strata. 

Gain  From  Stratification 

Since  stratification  of  assessment  rolls  requires  substantial  inputs 
of  professional  and  clerical  time,  and  hence  is  a  relatively  costly  pro- 
cedure, some  appraisal  of  its  efficiency  is  desirable.  One  way  to  assess 
the  gain^derivable  from  stratification  is  to  compare  the  sampling  vari- 
ance of  Y  with  the  variance  of  an  estimator  of  similar  form  but  based 
on  random  sampling  without  stratification.  In  what  follows  we  assume 
unrestricted  sampling  of  properties  to  be  appraised,  but  sampling 
separately  from  the  secured  and  unsecured  rolls. 

An  estimator  similar  in  form  to  Y  is  the  ordinary  ratio  estimate  of 
a  population  total  which  could  be  written  as 

^^•'^     Y  -  X^y     /  X     ♦  X^y     /  X     «  Y     *  Y  , 
*^s  '      s  •'u  '      u         s         u' 

in  which  X**  and  X"  are,  respectively,  the  total  assessed  valuation  of 
all  properties  on  the  secured  and  the  unsecured  rolls,  these  magnitudes 
being  known  precisely,  and  y,  x  are  the  average  appraised  and  average 
assessed  values  of  properties  in  the  appraisal  samples.  The  two  com- 
ponents of  Y  are  of  identical  form  andj_t  is  sufficient,  therefore,  to 
deal  with  only  one  of  them,  for  example,  Ys.  The  variance  of  this  com- 
ponent is  given  approximately  by 

(3.10) 

4    "  N^(N  -  n   )(R^/    +(7^    -  2R    (7     J   /  n   (N  -  1) 
Y  s     s       s        s    xs       ys  s    xys   '      s     s        ' 

in  which  the  subscript  s  indicates  that  the  parameters  refer  to  the 
population  of  properties  listed  on  the  secured  roll.  Unbiased  estimates 
of  the  variances  and  eovariances  required  for  (3.10)  are  given  by 
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(3.11) 


2 

8 
X 


2 
s 

y 


in  which  X  .    2N^5^  /  N,      s^=  (N^-  1)  ^  (x^-  5^)^  /  N^(n^-  1), 
»"^  Vh"    f  (V^^^^hi/   S"  ^^• 

Estimates   of   g~^     using    (3.11)    and   the   sample   ratio   for   R^   in 

(3.10)  are  shown  for  several  counties  in  Table  3-3.  Also  given  are  the 
sizes  of  saiijples  required  for  Y^  to  make  its  sampling  variance  equal 
to  that  of  Ys.  As  can  be  seen,  samples  many  times  larger  than  those 
presently  used  would  be  needed  to  attain  the  same  sampling  reliability 
without  stratification  by  value  of  property.  While  the  correlation  co- 
efficients between  appraised  and  assessed  values  over  the  whole  assessed 
roll  are  high,  the  residual  variance  is  still  very  large,  which  explains 
the  impressively  large  gains  derivable  from  stratification.^ 

Alternaiive  Esi'imators 

The  estimator  Y  is  only  one  of  several  feasible  estimators  of  market 
value,  and  it  is  of  some  interest  to  consider  possible  alternatives. 
Among  these  are  the  direct  linear  unbiased  estimate 

the  combined  ratio  estimate 

and  the  several  regression  (zero-intercept)  estimators 

.3.-4,  V"      .       I    X'b^, 

in  which  bh  is  defined  so  as  to  minimize  the  variance  of  Y"'.  In  par- 
ticular, if  the  conditional  variance  of  y  (the  variance  about  the  regres- 
sion line)  is  the  same  for  all  x,  the  minimizing  value  of  bh  is  given  by 

(3.15)  2 

On  the  other  hand, 

'  For  the  counties  listed  in  Table  3-3  the  correlation  coefficients  are 

Alameda        0.976  San  Luis  Obispo 0.852 

Los  Angeles 0.984  Tuolumne    0.916 
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(3.16) 


\-^h^\ 


if  the  conditional  variance  is  proportional  to  x.  We  note  that  in  this 
case  Y'"  =^  Y.  Finally,  if  the  variance  about  the  regression  line  is 
proportional  to  x^. 


(3.17) 


\  ■  f  ^hi  /  '^"h  =  ^h. 


Evidence  v/hich  need  not  be  reviewed  here  provides  some  support 
for  the  hypothesis  that  the  conditional  variance  tends  to  be  proportional 
to  X-  at  least  in  most  of  the  higher  strata.  There  is,  therefore,  some 
justification  for  considering  a  regression  estimate  of  the  form 

(3.140)       y„,    ^       SX«r^. 
h  h  h 

It  should  be  added  that  the  evidence  we  have  been  able  to  collate  is  not 
decisive.  For  many  if  not  all  of  the  strata,  the  loss  in  efficiency  that 
would  result  from  an  erroneous  specification  of  the  conditional  variance 
is  likely  to  be  negligible.^  ^ 

The  dollar  magnitudes  of  the  estimates  Y,  Y',  and  Y'"  (as  defined  by 
3.14a)  that  are  set  out  in  Table  3-4  for  the  21  counties  in  which  ap- 
praisal surveys  were  made  in  1957-58  appear  to  be  remarkably  similar.^ 
The  direct  unbiased  estimator  Y'  differs  from  the  others  by  relatively 
substantial  amounts  (5  percent  or  more)  in  half  a  dozen  counties,  but 
some  of  these  differences  are  directly  traceable  to  vagaries  of  sampling 
in  combined  strata.  There  are  no  discernible  indications  of  consistent 
biases  due  to  type  of  estimating  formula. 

Since  the  estimates  listed  in  Table  3-4  have  been  computed  in  the 
same  samples,  the  differences  between  them  do  not  fully  reflect  the 
sampling  variability  to  which  they  are  subject.  The  latter  can  be 
measured  by  their  sampling  variances  which  are  listed  below. 


(3.18) 


2  2  2 

a^i   =     2  \ct  ,  (\  "  \)  /  (N.    -  l)a      estimated  by 


(3.19)      V   -     i  i^\  -  \)(h'4  *  4"  '«":cyh)   /  (\  '  ^\ 
estimated  by 


1  It  may  be  observed  that  the  tests  of  si^nficance  of  intercepts  noted  earlier  require 
that  the   variance  about   the   regression   line  be  the  same  for  all   x   in  a  stratum. 

-  As  noted  earlier,  none  of  the  estimates  we  have  computed  includes  the  market  value 
of  developed  petroleum  mineral  rig-hts.  We  have  made  no  adjustments  for  the 
omission  in  the  Xh  s  or  in  X  of  the  value  of  exemptions  that  are  not  listed  on  the 
assessment  rolls.  The  latter  does  not  affect  Y',  which  is  based  only  on  appraised 
value  of  sample  properties,  but  the  other  estimates  are  affected  by  this  omission. 
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(3.20)  V'"     g   ^4^\  -  V    /    ^\  -  ^K 


*  2  K(K  '  n,!:)^:.  /  ( 


h 


h'"h         h'"xh 


\  -  ^H   \4A  '  "hV(N,-l)n,.R^] 


estimated  by     S^„    -      2  (^)^4A-  \^  '  \%  *     I  ^h^X^V  "h^  /  '^h 
in  which  sl^  -     2  (r^-  ?)2  /  (n^-  1),      and  r^  -  y^^  /  x^^. 

In  deriving  the  approximation  to  the  variance  of  Y^"  we  have  assumed 
that  fh  and  x^  are  independently  distributed.  In  stating  the  estimate  of 
this  variance  we  have  neglected  the  first  term  in  the  square  bracket  of 
(3.20),  since  for  most  strata  it  makes  a  negligible  contribution  to  the 
total  variance. 

The  estimated  standard  errors  of  the  various  estimates  are  shown  for 
selected  counties  in  Table  3-5.  As  expected,  the  standard  errors  of  the 
direct  unbiased  estimator  Y'  tend  to  be  somewhat  larger  than  those  of 
the  ratio  estimators.  Of  the  latter,  the  combined  ratio  estimate  yields 
almost  consistently  lower  standard  errors.  This  is  due  to  the  fact  that 
the  variances  of  other  ratio  estimates  carry  an  allowance  for  the  addi- 
tional sampling  variability  introduced  by  estimates  of  the  stratum 
weights  Xh.  The  contribution  of  this  factor  to  the  variance  can,  of 
course,  be  decreased  by  enlarging  the  stratification  sample. 

TABLE  3-2 

Intercepts  of  Lines  of  Regression  of  Appraised  on  Assessed  Values  of  Properties  and 

Their  Standard  Errors  by  Strata— 1957-58  Appraisal  Samples 

Alameda  Glenn 

Stratum  n  u  <S'J  n 

1 36  —210  631  15 

2 214  696  395  68 

3 41  —1.430  4,013  45 

4 19  4,071  21,990  35 

5 14  80,501  *  33,497  24 

6 14  —29,270  58,551 

7 14  102,196  71,101 

11 24  227  112 

12 14  —985  1,731      10        3,387      2,562 

13 13  —10,055  9,152 

14 14  19,830  14,623 

15 12  —3,501  7,927    \   10     \   —2,592     j-  3.717 

16 13  13,967  73.368 

18 I  I  13    i  —78,554  *   |.  25,828 

^9 J      J 

•  Significant  at  the  5  percent  level. 


(1 

Si 

54 

483 

176 

677 

19,520  * 

9,480 

2,009 

8.555 

14,391 

18,924 
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TABLE  3-2— Continued 

intercepts  of  Lines  of  Regression  of  Appraised  on  Assessed  Values  of  Properties  and 

Their  Standard  Errors  by  Strata— 1957-58  Appraisal  Samples 

Kings  Los  Angeles 

Stratum  n                        a  8l  n  a  .S'a 

1 20                      121  431  26  —174  993 

2 88       —721  646  199  2,965  1,715 

3 45      —4,582  8,435  59  —225  4,532 

4 35      —9,471  16,831  32  21,484*  10,298 

5 22      134,356*  45,819  16  —32,448  30,637 

6 __         __-  _—  13  108,225  60,774 

7 —         —  11  —73,033  148,577 

8 —                       — .-  —  13  938,209  821,737 

9 __                       ___  13  1,669,846  360,332 

11 —                       _—  ___  29  437*  126 

12 15               —1,479  1,514  15  —1,359  1,210 

13 13                 11,584  7,088  12  —18,924*  7,336 

14 11                 13,361  *  5,683  12  4,912  13,094 

15 111  15  25,676  35,657 

16 I  10              I  33,270  *  I  12,350  15  37,287  102,024 

17 J                    J  J  15  94,483  60,591 

18 __                       __.  ___  13  —531,722  608,204 

19 __                       -__  ___  11  365,362  296.341 

San  Bernardino  San  Luis  Obispo 

Stratum  n                        a  S'i  n  a  N^ 

1 72                      224  128  50  121  172 

2 187                      483  674  118  2,090  *  635 

3 29                 28,953  18,211  36  7,135  4,483 

4 15                 14,196  29,231  25  9,577  8,105 

5 15                 11,560  29,690 

6 13           —105,672  61,100          [  16  J-  9,695  |.  14,796 

7 11                 56,754  81,622 

11 15         938*  358 

12 10        4,113  3,830  14  1,107  1,112 

13 14      —2,632  18,299  11  —14,437  8,038 

14 13       45,957  40,670 

15 12     —348.703  233,434  13  8,181  12,095 

16 _- 


'  Significant  at  the  5  percent  level. 
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TABLE  3-2— Continued 

Intercepts  of  Lines  of  Regression  of  Appraised  on  Assessed  Values  of  Properties  and 

Their  Standard  Errors  by  Strata— 1957-58  Appraisal  Samples 

San  Mateo  Tuolumne 

Stratum                  ii                         «  N?                   »                        a                    N^ 

1 26                      60r.  1,2S5             80                         76                  293 

2 11)6                      820  1)20             9G                   2.:?97  *               978 

3 n3               —2.791  (i.2r)6             22                  14,206             10,427 

4 26             —60.93.-)  51.0S7             13             —14.022             22,662 

5 14                 r)4.60r)  36,193 

6 14       80,673  127,127 

7 14     —142,770  245,962 

11 15         178  160 

12 13        —.353  1,627      15        2,141      2,750 

13 13       .34.973  21,441 

14 13       20,861  20,680 

15 14      —3.093  52.344 

16 10                   8,178  192,431 

18-_I~ — 

19 — 


significant  at  the  5  percent  level. 


TABLE  3-3 
Estimated  Variances  of  Ys  and  Ys 


required 


2^  ^  foriiiiial  nfor 

County                                                      ^Ys  Ys  raridiice  Y, 

Alameda    62,969,6.5.5/n*— 273  3,282  17.713  .365 

Los  Angeles  45,363,887.953/n*— 26.190  6:^2,006  68.922  3!-2 

San  Luis  Obispo 4,518,626/ii*— 82.5  123.4  21,496  248 

Tuolomne    41,712/n*— 3.6  10.7  2,915  171 
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TABLE  3-4 
Estimates  of  Market  Value  of  Locally  Assessable  Property  as  of  1957  Lien  Date  ' 

1957-58  Appraisal  Samples 

County                                                                  Y  Y'  Y"  Y'" 

(million  dollars) 

Alameda 5,035  4,944  5,075  5,023 

Alpine 5.3  5.3  5.3  5.4 

Amador '^    51.3  50.0  51.0  51.0 

Calaveras  80.0  79.8  81.2  80.5 

Colusa 169.7  159.5  170.2  168.2 

Del  Norte 105.2  102.9  104.6  103.8 

El  Dorado   210.2  212.2  209.8  210.0 

Glenn    194.5  200.3  194.8  193.7 

Humboldt'- 573.8  666.0  603.9  .588.9 

Kings    319.3  324.1  319.9  323.7 

Los  Angeles 39,227  37,181  38,693  40,353 

Mariposa    42.9  39.6  43.0  42.6 

Mono 66.9  62.3  66.5  67.0 

Monterey    997.6  1,039  980.7  1,009 

San  Benito 132.6  132.3  133.2  132.9 

San   Bernardino   2,682  2,296  2,628  2,732 

San   Luis  Obispo 424.1  418.6  426.7  435.7 

San  Mateo  3,119  2,787  3,059  3,232 

Santa   Barbara   949.7  940.6  950.2  953.6 

Solano  " 519.2  508.4  516.8  528.5 

Tuolumne* 95.4  98.7  95.3  1C0.5 

>  Exclusive  of  developed  petroleum  mineral  rights. 
•^  Estimates  do  not  include  properties  in  stratum  7. 
"^  Estimates  do  not  include  properties  in  strata  8  and  9. 
<•  Estimates  do  not  include  properties  in  stratum  18. 
<■  Estimates  do  not  include  properties  in  stratum  17. 

TABLE  3-5 

Estimated  Standard  Errors 

County                                                                      8f  jS"'  ■S"  .S'"- 

(million  dollars) 

Alameda  58.1  127.2  47.9  .">S.() 

Glenn    4.3  5.6  3.3  4.0 

Kings    8.3  11.5  7.7  9.1 

Los  Angeles 798.8  1,134.9  993.5  1,154.8 

San  Bernardino 49.5  67.4  41.8  71.6 

San  Luis  Obispo 11.1  13.6  6.5  13.0 

San  Mateo 69.6  81.0  65.0  139.5 

Tuolumne  3.5  7.5  2.4  4.9 


4.     TRENDING  OF  BASE  YEAR  MARKET  VALUE 
T/je  Trending  Procedure 

The  trending  equation  currently  employed  relates  the  estimated 
total  market  value  of  tangible  property  in  a  county  as  of  a  specified 
lien  date  to  (1)  school  enrollment,  grades  1-8,  (2)  wages  of  persons 
covered  by  unemployment  insurance,  and  (3)  adjusted  aggregate  sales 
of  retail  and  personal  service  establishments.  More  specifically,  total 
market  value  of  property  in  a  county  is  defined  to  include  estimated 
market  value  of  locally-assessable  property  derived  from  the  latest  ap- 
praisal survey  and  the  market  value  appraisal  by  the  Valuation  Divi- 
sion of  the  State  Board  of  Equalization  of  the  state-assessable  property 
in  the  county.  The  value  of  developed  petroleum  mineral  rights  as  calcu- 
lated by  the  board's  Senior  Petroleum  and  Mining  Appraisal  Engineer 
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is  not  included  in  the  estimate  of  total  market  value  used  in  the  trend- 
ing equation.  The  school  enrollment  variable  consists  of  public  school 
enrollment  on  March  31  of  the  base  year  as  reported  by  the  State  De- 
partment of  Education  and  parochial  school  enrollment  of  the  preced- 
ing fall  as  reported  by  the  California  Taxpayers  Association.  The  sec- 
ond trending  variable  consists  of  wages  in  the  four  quarters  ending 
December  31st  of  the  preceding  year,  as  reported  by  the  State  Depart- 
ment of  Employment.  The  third  economic  measure  in  the  equation  con- 
sists of  taxable  sales  of  retail  and  personal  service  establishments  other 
than  automobile  dealers,  service  stations,  and  itinerant  vendors  in  the 
four  quarters  ending  March  31st,  as  reported  by  the  State  Board  of 
Equalization,  to  which  are  added  estimated  tax-exempt  sales  of  grocery 
and  other  food  stores. 

The  coefficients  of  the  equation  which  is  linear  in  the  logarithms  of 
the  variables  are  estimated  by  least  squares  over  the  set  of  all  counties 
in  the  State.  This  equation  is  used  to  estimate  for  each  county  the  rela- 
tive change  in  market  value  from  base  year  to  equalization  date.  The 
percentage  change  thus  estimated  is  applied  to  the  base  year  determin- 
ation of  total  market  value  to  obtain  an  estimate  of  total  market  value 
of  property  in  the  county  as  of  the  equalization  year  lien  date.  The 
trended  market  value  of  locally  assessable  property  is  obtained  by 
subtracting  from  the  projected  total  value  the  current  appraised  value 
of  state-assessable  property  and  adding  in  certain  counties  the  ap- 
praised value  of  developed  petroleum  mineral  rights.  In  some  counties 
other  adjustments  are  also  made,  for  example,  deductions  for  timber 
depletion. 

The  1958  Trending  Equation 

The  trending  equation  for  1958  projections,  computed  from  data 
provided  by  the  Research  and  Statistics  Division  of  the  State  Board 
of  Equalization,  is  shown  below. 

^^■'^    b-   +  0.31i47  Z^.   +  0.0228  Z,.   ♦  0.^130  Z,  . 
•^       (2,10)     ^^       (0.2U)     ^^       (3.16)     ^^ 

The  variables  Z2i,  Z^u  and  Zn  are,  respectively,  the  logarithms  of  school 
enrollment,  wages,  and  adjusted  sales  in  county  i.  The  numbers  in 
brackets  are  the  ratios  of  the  coefficients  to  their  estimated  standard 
errors.  We  note  that  the  coefficient  of  Z.-.  (logarithm  of  wages)  is  quite 
low  and  not  statistically  significant.  The  equation  was  fitted  to  data 
for  58  counties  divided  as  follows:  in  21  counties  the  data  refer  to 
1957,  in  another  21  counties  to  1956,  and  in  the  remaining  16  counties 
to  1955.  The  fit  of  this  equation  is  excellent  (R-  =  0.970),  but  the 
correlations  among  the  variables  are  also  very  high  as  shown  in  the 
tabulation  below. 

Coefficients  of  Correlation  Between  Logarithms  of  Market  Value  (Zi),  School 
Enrollment  (Z2),  Wages  (Z3)  and  Adjusted  Sales  (Zt);  58  Counties 

Zi  Z13  Z'l 

Zi 0.980    0.965  0.984 

Z2 0.972  0.990 

Za 0.979 
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The  estimate  of  percentage  chanoe  in  market  value  from  base  year 
to  1958  is  obtained  as  the  antilog  of 


(4.2) 


i^  «  0.311*7  dg^  +  0.0228  d^^  +  0.5130  d^^ 


in  which  cLj  is  the  difference  between  the  logarithms  of  the  valugs  of 
trending-  variable  g  in  base  year  and  in  1958.  The  variance  of  cIh  is 
given  by  the  quadratic  form 

(4-3)         2  ?  {t]c 

a%       =    a  22  d  ,d,  .S^^   / 
d^^  gj^     gi  ki         /  n 

in  which  s*^*"  are  the  elements  of  the  inverse  of  the  matrix  of  variances 
and  covariances  of  Zo,  Z^,  and  Z4,  and  a-  is  the  conditional  variance 
of  Zj.  The  estimate  of  the  variance  of  dn  for  1958  can  be  written 
explicitly  as 


(4.4) 


si      =     0.022U  d^,    +  0.0092*d^.    +  0.0282  df,    -  0.0028  d^.d 
d^  ii  3i  Ui  2i 


2i  3i 


-  O.OliOU  d„.d,  .    -  0.0162  d^.d,  .. 
2i  Ui  3i  ui 

To  illustrate  the  magnitudes  involved,  let  us  assume  that  each  of 
the  trending  variables  in  county  i  increased  by  10  percent  between 
base  year  and  1958.  Using  (4.2)  the  increase  in  the  market  value  of 
all  assessable  property  in  county  i  would  be  estimated  at  approximately 
8.5  percent.  Using  (4.4)  under  the  usual  assumptions  would  give  8.0 
percent  and  9.0  percent  as  the  approximate  end  points  of  the  95  per 
cent  interval  estimate  of  the  change  in  market  value.  It  would  appear 
from  these  computations  that  the  trending  procedures  increases  only 
slightly  the  random  variability  of  estimates  of  market  value.  Whether 
this  conclusion  has  any  validity  depends,  of  course,  entirely  on  the 
appropriateness  of  the  model  underlying  the  trending  equation. 

Condifions  for  Validity  of  Trending  Procedure 

In  the  trending  procedure  we  have  described,  a  cross-section  equa- 
tion is  employed  to  estimate  change  over  time.  I^et  us  assume  the  fol- 
lowing relation  for  year  t  between  the  dependent  variable  Zm  (loga- 
rithm of  market  value  of  property  in  county  i)  and  a  set  of  (k-1) 
economic  indicators  Zgit : 

^*'*^  Z-. .    =    Pt4.  +    3o-a.  Zo-x  ■*••••+    3,  .^Z,  ..    ♦  u^. , 
lit        ^lit       ^2it    2it  ^kitkit         it* 

in  which  Ujt  is  a  random  disturbance  and  the  paramenters  /3  are  per- 
mitted to  vary  both  over  counties  and  over  time.  The  essential  condi- 
tions for  the  validity  of  the  trending  procedure  can  be  stated  quite 
simply  with  reference  to  (4.5).  These  are  that  the  parameters  jS  must 
not  vary  significantly  from  county  to  county  or  from  one  year  to  the 
next.    It    would   be   convenient,    but   not    essential    if   the    parameters 
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defininj^  the  distribution  of  the  random  disturbances  Uit  also  remained 
fixed,  i.e.,  did  not  ehan<>e  from  one  county  to  another  oi-  over  time. 

A  test  of  the  es.sential  conditions  could  be  carried  out  as  follows.  It 
should  be  possible  to  divide  the  58  counties  into  several  proups,  each 
of  which  would  consist  of  counties  of  similar  economic  structure.  For 
each  {jroup  of  counties  the  coefficients  of  the  trendin<>'  e(iuation  would 
be  estimated  separately  for  several  years.  The  validity  conditions  would 
not  be  contradicted  if  the  trending  coet^cients  did  not  vary  much  from 
group  to  group  and  from  year  to  year.  This  simple  testing  program 
was  not  attempted  largely  because  the  available  data  were  incomplete. 
However,  fragmentary  evidence  bearing  on  these  validity  conditions 
is  collated  in  Table  4-1. 

The  grouping  of  counties  set  out  in  Table  4-1  was  made  according 
to  the  latest  year  for  which  appraisals  of  sample  properties  are  avail- 
able. For  the  first  group  of  21  counties  the  most  current  appraisals  refer 
to  the  1957  lien  date.  For  these  counties  appraisals  as  of  the  1955  lien 
date  are,  of  course,  also  available  and  it  was  therefore  possible  to  esti- 
mate the  coefficients  of  the  trending  equation  separately  for  the  two 
years.  The  latest  appraisals  for  the  second  group  of  21  counties  refer 
to  the  1956  lien  date,  and  for  the  last  group  of  16  counties  to  1955. 
Separate  equations  were  fitted  to  data  for  these  two  groups  of  counties.^ 
We  note  that  with  the  exception  of  the  16-county  group,  the  trending 
coefficients  do  not  differ  markedly  from  one  equation  to  another.  The 
coefficients  of  the  trending  equation  for  the  16-county  group,  however, 
are  strikingly  different  from  those  for  other  groupings  of  counties  or 
other  base  years.  Whether  these  differences  reflect  county  or  time 
variability  (or  both)  cannot  be  determined  on  the  basis  of  presently 
available  information. 

TABLE  4-1 
Coefficients  of  Trending  Equation  * 

Trending   variables 
Basis 

of                                           School  Adjusted 

computation                                 enrollment  Wages  sales                    R' 

1.  All  counties                                    0.3147  0.0228  0..1310                 0.986 
and  base  years (2.101)  (0.238)  (3.161) 

2.  21  counties"                                   0.321.")  —0.0943  0.6214                 0.9(>7 
19.57  base (1.061)  (0.48."))  (1.949) 

3.  21  counties"                                   0.31.54  —0.3329  0.8863                 0.969 
imrj  base (1.085)  (1..580)  (2.990) 

4.  21  counties"                                   O..383o  0.0297  0.51.57                 0.987 
19.56  base (2.470)  (0.301)  (2.642) 

5.  16  counties  c                                  0.8720  0.140S  —0.0628                 0.970 
19.55  base (2.769)  (0.765)  (0.213) 

•  Fitted  linearly  by  least  squares  to  logorithms  of  variables.  The  numbers  in  brackets  are  ratios  of  r«gre  ;sson 

coefficients  to  estimated  standard  errors. 
•.Alameda,  .Alpine,   Amador.  Calaveras,   Colusa,   Del  Norte,   El  Dorado,   Glenn,   Humboldt,   Kings.  Los  Angeles. 

.Mariposa,   Mono.   Monterey,   San   Benito,   San   Bernardino,   San   Luis   Obispo,   San   Mateo,   Santa   Barbara, 

Solano,  Tuolumne. 
I"  Kern.  Lake,  Lassen.  Madera,  Merced,  Napa,  Nevada,  Orange,  Riverside.  Sacramento,  San  Diego,  San  Francisco, 

Santa  Cruz,  Shasta,  Sierra,  Siskiyou,   Stanislaus,  Tehama,  Tulare,  Ventura,   Yolo. 
•^  Butte.  Contra  Costa,  Fresno.  Imperial,  Inyo,  Marin,  Mendocino,  Modoc.  Placer,  Plumas,  San  Joaquin,  Santa 

Clara,  Sonoma,  Sutter,  Trinity,  Yuba. 

'A  trending  equation  could  also  have  been  fitted  to   1955   data  for  the  second  group 
of  21  counties. 
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5.     SUMMARY  AND  RECOMMENDATIONS 

The  review  made  by  us  of  the  statistical  procedures  currently 
employed  by  the  State  Board  of  Equalization  has  uncovered  nothing 
in  the  methods  themselves  or  in  the  manner  in  which  they  are  used 
which  could  lead  to  serious  biases,  distortions  or  inaccuracies  in  the 
board's  determinations  of  county  assessment  ratios.  We  note  in  par- 
ticular with  respect  to  the  work  in  1957-58  that : 

1.  Control  of  fieldwork  appears  to  have  been  adequate  enough  to 
insure  that  significant  selection  biases  did  not  occur. 

2.  The  relative  standard  errors  of  estimates  of  base-year  market 
value  of  locally  assessable  property  were  small,  ranging  from  about  1  to 
4  percent. 

3.  Stratification  by  total  assessed  value  was  effective  in  controlling 
sampling  variability.  Samples  many  times  larger  than  those  used  would 
have  been  required  to  attain  the  same  sampling  reliability  without 
stratification. 

4.  The  trending  equation  appears  to  have  performed  satisfactorily 
as  a  short-term  extrapolation  device.  While  the  statistical  basis  of  this 
procedure  is  not  as  well  established  as  that  of  the  sampling  estimates, 
its  use  was  justified  by  the  large  savings  it  made  possible. 

It  should  be  emphasized  that  our  review  was  restricted  entirely  to  the 
statistical  aspects  of  the  board's  determinations.  We  have  not  examined 
the  validity  of  the  appraisal  methods  used  by  the  board  in  the  valua- 
tion of  assessable  property.  The  recommendations,  to  which  we  now 
turn,  relate  also  solely  to  statistical  matters.  They  are  put  forth  briefly, 
as  suggestions  requiring  further  research  and  analysis  rather  than  as 
fully  formulated,  tested  propositions. 

1.  It  is  recommended  that  the  combined  ratio  estimate  be  adopted  as 
the  estimating  formula  in  the  determination  of  base-year  market  value. 
This  estimator  (Y"  of  Section  3)  performs  as  well,  if  not  better,  than 
the  estimator  currently  employed,  and  it  is  simpler  and  safer  to  use  if 
the  same  estimating  formula  is  to  be  employed  for  all  counties. 

2.  The  joint  utilization  of  sales  data  in  the  lower  strata  and  of  ap- 
praisals in  the  higher  strata  should  be  explored  as  a  promising  means 
of  reducing  significantly  the  very  substantial  outlays  on  measurement 
now  required. 

3.  Substratification  of  the  stratifying  sample  by  property  type  should 
be  explored  as  a  device  to  control  the  representation  of  at  least  the 
major  property  types  in  the  appraisal  samples.  This,  in  turn,  may  make 
it  possible  to  develop  acceptable  estimates  of  county  assessment  ratios 
by  major  types  of  property  without  increasing  significantly  the  size  of 
appraisal  samples. 

4.  Further  testing  and  experimentation  with  the  trending  procedure 
is  required.  Better  results  may  be  obtained  with  several  trending  equa- 
tions estimated  in  suitably  defined  groupings  of  counties. 

Our  recommendations  call  for  substantial  research  and  analysis  by 
the  statistical  staff  of  the  board.  It  is  essential  that  conditions  making 
this  possible  be  created  if  significant  reductions  in  the  heavy  outlays 
on  equalization  work  are  to  be  achieved  and  the  quality  of  the  product 
improved. 
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SUAAMARY  OF  AD  VALOREM  PROPERTY  TAX 


Common  property 


Assessing  agency 

or  officer 

(2) 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

(1) 

Primary 
(3) 

Secondary 
(4) 

Intracounty  (or 

intra-assessment 

district) 

(5) 

Intercounty  (or 

interassessment 

district) 

(6) 

Co.  Assessor  and  City 
Assessor  (optional) 

Co.  Assessor 

Co.  Assessor 

Co.  Assessor  and 
City  Assessor 
(optional) 

Co.  Assessor 

Town  Appraisers 

Co.  Board  of  Assess- 
ment 

Finance  Officer 

Co.  Assessor  and 
City  (or  Town) 
Assessor 

County: 

1st:  Tax  Commis- 
sioner (or  Receiver) 

2d:  Board  of  Tax 
Assessors  and 

City:  Assessors 
(optional) 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (appointed) 

Co.  Board  of  Equal- 
ization (Board  of 
Supervisors) 

Co.  Equalization 
Board  (appointed) 

Co.  Board  of  Equal- 
ization (Board  of 
(Supervisors)  and 
City  Board  of 
Equalization  (City 
Council) 

Co.  Board  of  Equal- 
ization (Board  of 
Supervisors) 

Town  Board  of  Tax 
Review  (elected) 

Co.  Board  of  Assess- 
ment 

Real:  Board  of 
Equalization  and 
Revenue  (Finance 
officer  and  two 
more  appointed 
from  his  staff) 

Personal:  D.  C.  Tax 
Court 

Co.  Board  of  Equal- 
ization (Board  of 
Supervisors)  and 
City  Board  of 
Equalization 
(Special  Act) 

County:  Board  of 
Tax  Assessors 

City:  Board  of  Tax 
Assessors 

Co.  Board  of  Equal- 
ization (Co.  Com- 
sioners) 

Circuit  Court 

State  Board  of 
Equalization 

Co.  Court 

1st:  Co.  Board  of 

Equalization 
2d:  State  Dept.  of 

Revenue 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization 
(State  Tax  Com- 
mission) 

1st:  Co.  Equalization 

Board 
2d:  State  Assessment 

Co-ordinating 

Dept. 

State  Dept.  of  Rev- 

enue 
State  Board  of  Equal- 

ization (State  Tax 
Commission) 

State  Assessment 

Co-ordinating 
Dept. 

State  Board  of 

District  Court  or 
State  Tax  Com- 
mission 

Superior  Court 

Superior  Court 

Court  of  Appeals  of 
District  of  Co- 
lumbia 

Co.  Board  of  Equal- 
and  State  Tax 
Commission 

Town  Board  of  Tax 
Review 

Equalization 
1st:  State  Tax 

Connecticut 

Delaware 

Commission 

2d:  State  Board  of 

Equalization 

State  Tax  Commis- 
sioner 

District  of  Colum- 

bia 
Florida 

Co.  Board  of  Equal- 
ization and  City 
Board  of  Equali- 
zation 

1st:  Co.  Board  of 
Tax  Assessors 

2d:  State  Revenue 
Commissioner 

1st:  Co.  Board  of 
Equalization 

2d:  State  Tax  Com- 
mission 

Georgia 

Arbitrators 

Board  of  Tax 
Appeals 

1st:  State  Tax 
Commission 

2d:  State  Courts 
(District  to 
Supreme) 

State  Revenue  Com- 
missioner 

State  Tax  Commis- 
siop 

Idaho . 
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State 

equalization 

authority 

actually 

being  used 

(7) 

Utility  and  railroad  property  (generally  state  assessed) 

Government 

Assessing  agency 

or  officer 

(8) 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

(11) 

non- 
operating 

Primary 
(9) 

Secondary 
(10) 

property 

of  utilities 

(12) 

Department  of  Revenue 

State  Department  of  Rev- 
enue 

Circuit  Court 

State 

State  Tax  Commission 

State  Board  of 
Equalization 

Yea 

State  Assessment 
Co-ordinating 
Department 

State  Assessment 
Co-ordinating 
Department 

1st:  Public  Service 

Commission  (utilities) 

or  Commerce 

Commission  (carriers) 
2d:  Pulaski  Co.  Circuit 

Court 

State 
Assessment 
Co-Ordjnating 
Department 

Local 

Yes 

State  Board  of  Equaliza- 
tion 

State  Board  of  Equaliza- 
tion 

State 

Yes 

State  Tax  Commission 

State  Tax  Commission 

District  Court 

State 

(Gross  receipts  in  lieu  tax 
or  local  assessment) 

Local 

Real:  Co.  Board  of 

Assessors 
Personal:  In  lieu 

Only  one  governmental 
level 

Railroad  Assessment 
Board 

Railroad  Assessment 
Board 

Circuit  Court 

Railroad 
Assessment 
Board 

State  Revenue 
Commissioner 

Arbitrators 

State 

Yes  (1957 

State  Tax  Commission 

State  Courts  (District  to 
Supreme) 

State  Tax 
Commission 

Legis.) 
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SUAAMARY  OF  AD  VALOREM  PROPERTY  TAX 


Common  property 


Assessing  agency 

or  officer 

(2) 


Township  Cos.: 
Township  Assessor 
and  Co.  Supervisor 
of  Assessments 
(optional) 

Non  Township  Cos.: 
Treasurer  or  Co. 
Assessor 

Cook  Co.:  Assessor 

St.  Clair  Co.: 
Board  of  Assessors 

Township  assessor 
(Supervision  by 
Co.  Assessor) 


Co.  Assessor  or  City 
(over  10,000  pop.) 

Assessor 


1st:  Deputy  Assessor 
of  City  or  Town- 
ship (original  as- 
sessment) 
2d:  Co.  Assessor 

Co.  Tax  Commis- 
sioner and  City 
Assessor  (optional) 


Parish  Assessor  (ex- 
cept Orleans  Board 
of  Assessors)  Sub- 
ject to  adoption 
by  State  Tax  Com- 
mission 


Town,  City  or  Plan- 
tation Board  of 
Assessors 


Board  of  Co.  Com- 
missioners or  Balti- 
more Dept.  of 
Assessments 

City  or  Town  Board 
of  Assessors 


Appellate  agency  or  officer 


Primary 
(3) 


Co.  Board  of  Review 
(Chairman  Board 
of  Supervisors  and 
two  Appointed  or 
Board  of  Super- 
visors) 


Co.  Assessor 

Board  of  Review 
(elected) 

Co.  Board  of  Review 
(3  ex  officio,  2 

appointed) 


Co.  Board  of  Review 
(Appointed)  or 
City  Board  of 
Review  (ap- 
pointed) 

Co.  Board  of  Equal- 
ization (Board  of 
Co.  Commission- 
ers) 


Co.  Board  of  Super- 
visors of  Tax  (Ap- 
pointed) and  (iity 
Board  of  Equali- 
zation (if  city  as- 
sessment) 

Appeal  is  from  state 
roll  after  review 
and  equalization 
to 

1st:  Parish  Board  of 
Reviewers 

2d:  State  Tax  Com- 
mission (except 
Orleans  appeal 
from  local  roll  be- 
fore equalization) 

Town,  City  or  Plan- 
tation Board  of 
Assessors 


Board  of  Co.  Com- 
missioners or  Balti- 
more Appeal  Tax 
Court 

City  or  Town  Board 
of  Assessors 


Secondary 
(4) 


Board  of  Appeals 
(elected) 


State  Board  of  Tax 
Commissioners 


District  Court 


State  Board  of  Tax 
Appeals 


1st:  Kentucky  Tax 

Commission 
2d:  Circuit  Court 


Appeal  from  Board 
of  Reviewers  or 
State  Tax  Com- 
mission to  District 
Court  on  state 
roU 


Co.  Commissioners 
and/or  Superior 
Court  (may  use 
State  Tax  Assessor 
or  a  Commissioner 
to  determine  facts) 

State  Tax  Commis- 
sion 


Board  of  Co.  Com- 
missioners and/or 
Appellate  Tax 
Board  then  Sup- 
erior Judicial  Court 
(if  not  waived) 


Equalization  agency  or  officer 


Intracounty  (or 

intra-assessment 

district) 

(5) 


Co.  Board  of  Review 


Board  of  Appeals 
Co.  Board  of  Review 


1st:  Co.  Board  of 

Review 
2d:  State  Board  of 

Tax  Commissioners 

State  Tax  Commis- 
sion as  State 
Board  of  Review 


1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Tax  Appeals 


Kentucky  Tax  Com- 
mission 


State  Tax  Commis- 
sion 


Intercounty  (or 

interassessment 

district) 

(6) 


State  Dept.  of  Rev- 
enue 


State  Tax  Assessor 
and  State  Board 
of  Equalization 


State  Tax  Commis- 
sion 


State  Board  of  Tax 
Commissioners 


State  Tax  Commis- 
sion 


State  Board  9f  Tax 
Appeals  using 
studies  of  Dept. 
of  Property  Tax 

Kentucky  Tax  Com- 
mission 


State  Tax  Commis- 
sion 


State  Tax  Assessor 
and  State  Board 
of  Equalization 


State  Tax  Commis- 
sion 
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state 

equalization 

authority 

actually 

being  used 

(7) 

Utility  and  railroad  property  (ge 

aerally  state  assessed) 

Government 

Assessing  agency 
or  officer 

(8) 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

(11) 

non- 
operating 

Primary 
(9) 

Secondary 
(10) 

of  utilities 
(12) 

Yes 

State  Department  of 
Revenue  (only  Railroad 
and  private  cars) 

State  Department  of 
Revenue 

Circuit  Court  and 
Supreme  Court 

Local 

Yes 

state  Board  of  Tax 
Commissioners 

State  Board  of  Tax 
Commissioners 

State  Board  of 
Tax 

Commissioners 

Yes 

State  Tax  Commission 

State  Tax  Commission 

District  Court 

State  Tax 
Commission 

Local 

Yes 

Department  of  Property 
Valuation 

State  Board  of  Tax 
Appeals 

State  Board  of 
Tax 

Appeals 

Local 

Yes 

Kentucky  Tax  Commission 

Kentucky  Tax  Commission 

Franklin  County  Circuit 
Court 

State 

State  Tax  Commission 

State  Tax  Court 

District  Court 

State 

Yes 

Some  utilities: 

(a)  Real-Local 

(b)  Personal-In  lieu 
Others:  Local 

Local 

Yes 

State  Tax  Commission 

State  Tax  Commission 

Circuit  Court 

(a)  Real- 
Local 

(b)  Personal- 
State 

(a)  Real-Local 

(b)  Personal-State  Commis- 
sioner of  Corporations 
and  Taxation 

(1)  Special  assessment  of 
certain  special  properties 
of  railroad,  telephone  and 
telegraph 

(2)  Other  utilities.  All 
tangibles  not  locally  taxed 

(a)  Real-see  Local 

(b)  Personal-State  Corpo- 
ration and  Taxation 
Commission 

Appellate  Tax  Board 

(a)  Real- 

Local 
(b)  Personal 

(1)  State- 
in  lieu  or 

(2)  State 
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Common  property 


Assessing  agency 

or  officer 

(2) 


Township  or  Ward 
(city)  Supervisor 
or  City  Assessor 
and  Village 

Assessor 

Town,  City  or  Village 
Assessor  and  Co. 
Assessor  (where 
exists) 


Co.  Tax  Assessor 
and  City  Assessor 
(optional) 


Co.  or  Township 
(few)  or  Co.  with 
City  (optional) 


Co.  Assessor 


Co.  Assessor  and 
Lincoln  (Ility  Tax 
Commissioner 


Co.  Assessor 


Town  Board  of 
Selectmen  and 
Town  Assessors  or 
City  Board  of 
Assessors  or  un- 
incorporated and 
unorganized  places 
—State  Tax  Com- 
mission 

Local  Assessor  in 
local  taxing  district 
(various  names,  no 
overlapping) 


Appellate  agency  or  officer 


Primary 
(3) 


Township,  City  or 
Village  Board  of 
Review  (combined 
ex  officio  and 
elected) 

Township,  City  or 
Village  Board  of 
Review  (Govern- 
ing Board  ex 
officio) 


Co.  Board  of  Super- 
visors and  city 
governing  board 


Co.  Board  of  Equali- 
zation (Governing 
Board  of  Co.  ex 
officio  officers  and 
represenatives  of 
local  jurisdictions) 

Co.  Board  of  Equali- 
zation (Board  of 
Co.  Commis- 
sioners) 

Co.  Board  of  Equali- 
zation (Co.  Board, 
assessor  and  clerk) 
Lincoln  City 
Council 


Co.  Board  of  Equali- 
zation (Co.  Com- 
missioners plus  2 
appointed  by  Co., 
School  District, 
and  City  Councils) 

Assessing  Officers 


Co.  Board  of  Tax- 
ation (appointed 
by  Governor  with 
Senate  approval) 


Secondary 
(4) 


State  Tax  Commis- 
sion 


1st:  Co.  Board  Equal- 
ization (Commis- 
sioners and  audi- 
tor) 

2d:  State  Commis- 
sioner of  Taxation 

3d:  State  Board  of 
Tax  Appeals 

4  th:  Supreme  Court 

Circuit  Court 


State  Tax  Commis- 
sion 


State  Board  of 
Equalization 


District  Court 


1st:  State  Board  of 
Equalization 
(State  Tax  Com- 
mission) 

2d:  District  Court 


State  Tax  Commis- 
sion and/or  Su- 
perior Court 


1st:  State  Division 

of  Tax  Appeals 

2d:  Superior  Court 


Equalization  agency  or  officer 


Intracounty  (or 

intra-assessment 

district) 

(5) 


Co.  Board  of  Super- 
visors 


1st:  Co.  Board  of 
Equalization 

2d:  State  Commis- 
sioner of  Taxation 


1st:  Co.  Board  of 
Supervisors 

2d:  State  Tax  Com- 
mission 

1st:  State  Tax  Com- 
mission 

2d:  Co.  Board  of 
Equalization 


1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization  and 
Assessment 


1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization 


State  Tax  Commis- 
sion 


Co.  Board  of  Tax- 
ation 


Intercounty  (or 

interassessment 

district) 

(6) 


State  Board  of 
Equalization  on 
reconunendation 
of  State  Tax  Corn- 


State  Commissioner 
of  Taxation  as 
State  Board  of 
Equalization 


State  Tax  Com- 
mission 


State  Tax  Commis- 
sion 


State  Board  of 
Equalization 


State  Board  of 
Equalization  and 


State  Tax  Commis- 
mission  and  State 
Board  of  Equali- 
zation 


State  Tax  Commis- 
sion 


State  DivimoQ  of 
Taxation 
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state 

equalization 

authority 

actually 

being  used 

(7) 

Utility  and  raiboad  property  (generally  state  assessed) 

Government 

Assessing  agency 

or  officer 

(8) 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

(11) 

non- 
operating 

Primary 
(9) 

Secondary 
(10) 

of  utilities 
(12) 

Yea 

State  Board  of  Assessors 
(State  Tax  Commission 
and  Governor) 

State  Board  of  Assessors 

(a)  Real- 

Local 
(b)  Person*?- 
State 

Yes 

State  Commissioner  of  Tax- 
ation (selected  utilities) 

State  Commissioner  of  Tax- 
ation 

1st:  State  Board  of  Tax 

Appeals 
2d:  Supreme  Court 

State  Commis- 
sioner of  tax- 
ation and 
State  Board 
of  Equaliza- 
tion (locally 
assessed) 

Local 

State  Tax  Commission 

State  Tax  Commission 

Circuit  Court 

Local 

Yes 

State  Tax  Commission 

State  Tax  Commission 

State  Tax 
Commission 

Local 

State  Board  of  Equalization . 

State  Board  of  Equalization. 

Local 

Yes 

State  Board  of  Equaliza- 
tion and  Assessment  (ex- 
cept airlines-State  Tax 
Commissioner) 

Valuation: 
Railroad-State  Board  of 
Equalization  and  Assess- 
ment 

Other  Utilities. 
District  Court 

Equalization: 
Supreme  Court 

Supreme  Court 
Supreme  Court 

State  Board  of 
Equalization 
and  Assess- 
ment (ter- 
minal property 
inter-city 
equities  only) 

Railroad, 
private 
cars,  non- 
resident 
bus  and 
truck  air- 
lines- 
Local 

Others- 
State  _ 
(franchise) 

Yes 

State  Tax  Commission 

State  Tax  Commission 

1st:  State  Board  of  Equal- 
ization (some  cases  pre- 
ceded by  Co.  Board  of 
Equalization) 

2d:  District  Court 

State  Tax  Com- 
mission and 
State  Board 
of  Equaliza- 
tion 

State 

Yes 

State  Tax  Commission 

State  Tax  Commission 

Superior  Court 

State  Tax  Com- 
mission 

Local 

Yes 

Railroad  and  Sleeping  Car: 
State  Division  of  Taxa- 
tion 

Other  utility: 
Real-Local 
Personal-In  lieu 

Division  of  Tax  Appeals 

Superior  Court 
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Common  property 


Assessing  agency 
or  officer 

(2) 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

(1) 

Primary 
(3) 

Secondary 
(4) 

Intracounty  (or 

intra-assessment 

district) 

(5) 

Interoounty  (or 

interassessment 

district) 

(6) 

New  Mexico 

Co.  Assessor 

Co.  Board  of  Equali- 
zation (Co.  Com- 
missioners) or 
State  Tax  Com- 
mission 

1st:  State  Tax  Com- 
missioner 
2d:  District  Court 

1st:  Co.  Board  of 
Equalization  with 
recommendation 
of  Co.  Board  of 
Appraisers  (op- 
tional) 

2d:  State  Tax  Com- 
mission 

State  Tax  Commis- 
sion 

New  York 

Assessors  of  City  or 
Town  and  Incor- 
porated Villages 
and  some  local  tax 
districts 

Board  of  Assessments 
of  local  tax  district 

Supreme  Court 

Co.  Board  of  Super- 
visors 

State  Board  of 
Equalization  and 
Assessment 

North  Carolina 

Co.  Tax  Supervisor 

Co.  Board  of  Equal- 
ization and  Review 
(Co.  Commis- 
sioners) 

State  Board  of 
Assessment 

State  Board  of 
Assessment 

State  Board  of 
Assessment 

North  Dakota 

Assessor  of  organized 
Townships,  Village, 
City  or  Assessor 
Districts  of  un- 
organized territory 

Board  of  Equaliza- 
tion   of   assessing 
district  (governing 
board) 

District  Court 

1st:  Board  of  Co. 

Commissioners 
2d-  State  Board  of 

Equalization 

State  Board  of 
Equalization 

Ohio 

County  Auditor 

County  Board  of 
Revision 

State  Board  of  Tax 
Appeals  or  Court 
of  Common  Pleas 

State  Board  of  Tax 
Appeals 

State  Board  of  Tax 

Appeals 

Oklahoma 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (appointed) 

District  Court 

1st:  Co.  Board  of 
Equalization 

2d:  State  Board  of 
Equalization  on 
findings  of  State 
Tax  Commission 

State  Board  of 
Equalization 

Oregon 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (appointed) 

1st:  State  Tax 
commission 
2d:  Circuit  Court 
3d:  Supreme  Court 

1st:  Co.  Board  of 
Equalization 

2d:  State  Tax 
Commission  (as 
State  Board  of 
Equalization) 

State  Tax  Commis- 

sion (as  State 
Board  of  Equal- 
ization) 

Pennsylvania 

Assessors  of  City, 
Borough  or  Town- 
ship and  Co.  Board 
of  assessment  and 
Revision  in  larger 
counties 

Co.  Board  of  Assess- 
ment and  Revision 

1st:  Court  of  Com- 
mon Pleas 

2d:  Superior  or 
Supreme  Court 

Co.  Board  of  Assess- 
ment and  revision 

State  Tax  Equal- 
ization Board 
(limited) 

Rhode  Island 

Town  or  City  Board 
of  Assessors 

Town  or  City  Board 
of  Assessors 

Superior  Court 

State  Board  of  Tax 
Equalization 

State  Board  of  Tax 
Equalization 

South  Carolina 

Boards  of  Assessors 
of  Township,  in- 
corporated City 
or  Town:  special 
provision  others 
(State  appointed) 

Co.  Board  of  Equal- 
zation  (ex  officio) 

1st:  State  Tax  Com- 
mission 

2d:  State  Tax  Board 
of  Review 

1st:  Co.  Board  of 
Equalization  (ex 
officio) 

2d:  State  Tax  Com- 
mission 

State  Tax  Commis- 
sion 

South  Dakota 

Co.  Director  of 
Equalization 

Co.  Board  of  Equal- 
ization (Co.  Com- 
missioners and  Co. 
Auditor) 

State  Board  of 
Equalization  or 
Circuit  Court 

Co.  Board  of  Equal- 
ization 

State  Board  of 
Equalization 

Tennessee 

Co.  Assessor 

Co.  Board  of  Equal- 
ization 
(appointed) 

State  Board  of 
Equalization 

1st:  Co.  Board  of 

Equalization 
2nd:  State  Board  of 

Equalization 

State  Board  of 

Equalization 
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State 

equalization 

authority 

actually 

being  used 

(7) 

Utility  and  raikoad  property  (generally  state  assessed) 

Government 

Assessing  agency 

or  officer 

(8) 

Appellate  agency  or  officer 

Equalization 

agency  or 

officer 

(11) 

non- 
operating 
property 
of  utilities 
(12) 

Primary 
(9) 

Secondary 
(10) 

Yea 

State  Tax  Commission 

State  Tax  Commission 

District  Court 

Local 

Yes 

State  Board  of  Equalization 
and  Assessment 

State  Board  of  Equalization 
and  Assessment 

Supreme  Court 

State  Board  of 
Equalization 
and  Assess- 
ment 

Local 

State  Board  of  Assessment 

State  Board  of  Assessment 

State  Board  of 
Assessment 

Local 

State  Board  of  Equalization 
(State  Tax  Commissioner 
assessing  officer) 

State  Board  of  Equalization 

District  Court  Burleigh  Co. 

Yes 

State 

State  Board  of  Equaliza- 
tion on  valuations  deter- 
mined by  State  Tax 
Commission 

State  Board  of  Equaliza- 
tion 

Supreme  Court 

State 

Yea 

State  Tax  Commission 

State  Tax  Commission 

1st:  Circuit  Court 
2d:  Supreme  Court 

State  Tax 
Commission 

Local 

Yes 

Local 

Local 

State  Tax  Commission 

Local 

State  Tax  Board  of  Review 

State  Tax 
Commission 

Local 

Yea 

State  Commissioner  of 
Revenue 

State  Board  of  Equaliza- 
tion 

Circuit  Court 

State  Board  of 
Equalization 

Local 

State  Public  Service  Com- 
mission 

State  Public  Service  Com- 
mission 

State  Board  of  Equaliza- 
tion 

State  Board  of 
Equalization 

State 
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Common  property 


Assessing  agency 

or  officer 

(2) 

Appellate  agency  or  officer 

Equalization  agency  or  officer 

(1) 

Primary 
(3) 

Secondary 
(4) 

Intracounty  (or 

intra-assessment 

district) 

(5) 

Intercounty  (or 

inter  assessment 

district) 

(6) 

, 

Co.  and  City  and 
School  (and  other 
special  districts) 
Assessors 

Co.  Board  of  Equal- 
ization (Commis- 
sioners Court)  and 
City  and  District 
Board  of  Equal- 
ization (governing 
board  or  appointed) 

Local  Board  of 
Equalization 

Utah — 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (Board  of 
Co.  Commis- 
sioners) 

State  Tax  Commis- 
sion 

1st:  Co.  Board  of 
Equalization 

2d:  State  Tax  Com- 
mission 

State  Tax  Commis- 

sion 

Tovm  or  City 
Listers  or  in  un- 
organized towns 
Appraisers 

1st:  Listers  and  Ap- 
praisers 

2d:  Town  Board  of 
Civil  Authority  or 
City  Board  for 
Abatement  of  Tax 

State  Commissioner 
of  taxes  referred 
to  Co.  Board  of 
Appraisers  (State 
appointed) 

Assessment  (annual) 
Co.  or  City  Com- 
missioner of  Reve- 
nue or  other  real 
property  assess- 
ment agency  Re- 
assessment (4-6 
years)  Co.  or  City 
Reassssment  Board 

1st:  Commissioner 
of  Revenue  (or 
Assessing  Agency) 

2d:  Co.  Board  of 
Equalization 
(appointed) 

Circuit  Court  of  Co. 
or  City  Court  of 
Record  (optional) 

Co.  Board  of  Equal- 
ization (appointed) 

Washington 

Co.  Assessor 

Co.  Board  of  Equal- 
ization (Co.  Com- 
missioners with 
representative  of 
city  council) 

State  Tax  Commis- 
sioner 

Co.  Board  of  Equal- 
ization 

State  Tax  Commi.s- 
sion  acting  as 
State  Board  of 
Equalization 

West  Virginia 

Co.  Assessor 

Co.  Court 

Circuit  Court 

Co.  Court 

State  Tax  Commis- 
sioner 

Town,  City,  or 
Village  Assessor 

Local  Board  of  Re- 
view (some  ex  of- 
ficio) 

State  Department  of 
Taxation  or  Cir- 
cuit Court 

Co.  Board  of  Super- 
visors 

State  Department  of 

Taxation 

Co.  Assessor 

Co.  Board  of  Equal- 
ization 

1st:  State  Board  of 

Equalization 
2d:  District  Court 

1st:  Co.  Board  of 

Equalization 
2nd:  State  Board  of 

Equalization 

State  Board  of 

Equalization 

Source: 

Commerce    Clearing    House,    State    Tax   Reporter    by    state    (48)    and    District   of 

Columbia.  January  1,  1959. 
Welch,  Ronald  B.,  Assessment  Organization  and  Personnel.  National  Association  of 

Assessing  Officers,  1941,  429  pp. 
Consultation    with    Mr.    Ronald   B.    Welch,    Assistant    Secretary,    California    State 

Board  of  Equalization. 
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State 

equalization 

authority 

actually 

being  used 

(7) 


Utility  and  railroad  property  (generally  state  assessed) 


Assessing  agency 

or  officer 

(8) 


Appellate  agency  or  officer 


Primary 
(9) 


Secondary 
(10) 


Equalization 

agency  or 

officer 

(H) 


Government 


non- 
operating 
property 
of  utilities 
(12) 


Yes 


Yes 


Yes 


Yes 


Intangibles: 
State  Tax  Board 
Others:  See  local 


State  Tax  Commission 


State  Commissioner  of 
Taxes 


State  Corporation  Com- 
mission 


State  Tax  Commission 


State  Board  of  Public 
Works  on  report  of  State 
Tax  Commissioner 

State  Department  of 
Taxation 


State  Board  of  Equaliz- 
tion 


Intangibles: 
State  Tax  Board 
Others:  See  local 


State  Tax  Commission 


State  Board  of  Appeal 


State  Corporation  Com^ 
mission  and/or  Circuit 
Court  Co.  of  Richmond 


State  Tax  Commission 


State  Board  of  Public 
Works 


State  Department  of 
Taxation 


State  Board  of  Equaliza- 
tion 


Intangibles: 
State  Tax 

Board 
Others:  See 

loc^ 


Supreme  Court 


Local 


State 


Local 


State 


State  Board  of  Equaliza- 
tion 


1st:  Circuit  Court 
2d:  Court  of  Appeals 


1st:  Board  of  Tax  Appeals 
(not  on  equalization) 

2d:  Circuit  Court,  Dane 
Co. 

District  Court 


State  Board  of 
Equalization 


State  Depart- 
ment of  tax- 
ation 


Local 


Local 


Local 


State  (ex- 
cept 

Railroad 
local) 


Source— Continued 

Federation  of  Tax  Administrators,  "Equalization  Programs  and  Other  State  Super- 
visory Activities  in  the  Property  Tax  Field."  Research  Report — 42  (preliminary) 
January,  1957.    (mimeo.)   46  pp. 

National  Association  of  Tax  Administrators.  Committee  on  Unit  Valuation  (C.  M. 
Chapman,  Chairman,  Lynn  A.  Stiles,  Ronald  B.  Welch,  and  Allan  L.  Weston) 
"Appraisal  of  Railroad  and  Other  Public  Utility  Property  for  Ad  Valorem  Tax 
Purposes."  Report,  June,   1954,   109  pp. 

And  other  secondary  sources  including  letters  to  several  state  tax  departments. 


SUMMARY  OF  AD  VALOREM  PROPERTY  TAX 

ASSESSMENT  ORGANIZATION  BY 

STATES,  1958 

The  purpose  of  this  table  is  to  show  a  summary  of  ad  valorem  prop- 
erty tax  assessment  organization  by  states.  The  organization  for  locally 
assessed  property  generally  known  as  "common"  property  is  shown 
on  the  left.  On  the  right  is  the  organization  for  assessment  of  utility 
and  railroad  property.  The  column  on  the  far  right  indicates  whether 
nonoperatiug  property  of  utilities  is  included  in  the  local  or  state 
assessment  process. 

COMMON  PROPERTY 

The  major  role  in  the  administration  of  the  property  tax  has  been 
delegated  by  the  states  to  their  political  subdivisions.  The  property  tax 
has  been  all  but  surrendered  as  a  source  of  state  revenue  (1.4  percent 
of  1957  state  collections  although  30  percent  of  the  48  states  still  levy 
a  property  tax).^  In  most  states,  the  central  government  has  assumed 
some  supervisory  role;  in  recent  years  this  has  been  accompanied  by 
efforts  to  improve  the  quality  of  the  local  assessment  and  various 
methods  are  being  used  to  control  local  assessors.  Property  tax  admin- 
istration is  primarily  a  function  of  some  political  subdivision(s)  of  the 
state  and  "common  property"  represents  the  majority  of  all  taxable 
property  in  the  United  States.  In  order  to  understand  California's 
assessment  problems  in  relation  to  assessment  problems  in  other  states 
it  is  of  primary  importance  to  become  acquainted  with  the  patterns  of 
local  organization  for  property  assessment. 

Assessing  Agency  or  Officer 

The  intent  here  has  been  to  show  "the  public  officer  or  agency  legally 
responsible  for  making  the  original  assessment  of  taxes"  ^  in  an  assess- 
ment district  defined  as  "the  area  within  whose  boundaries  the  public 
officer  or  agency  legally  responsible  for  making  the  original  assessment 
of  taxes  his  jurisdiction. "  ^ 

There  are  two  types  of  assessing  districts  "primary"  and  "over- 
lapping. ' '  The  primary  local  assessment  district  is  defined  as  one  of  a 
group  of  similar  or  co-ordinate  government  units  which  are  contiguous 
and  which  together  occupy  the  whole  area  of  the  State."*  Where  there  is 
more  than  one  type  of  primary  district,  this  has  been  shown  in  the 
table,  as  follows,  "Town,  city  or  village." 

An  overlapping  district  is  a  "governmental  unit  which  is  authorized 
to  establish  an  assessing  agency  and  to  list  and  appraise  property  for 

^  FTA  Neiosletter,  January,  1958,  p.  1. 

2  Welch,  "Assessment  Organization  and  Practice,"  p.  36. 

3  Welch,  op.  cit.,  p.  35. 
♦  Welch,  op.  cit.,  p.  37. 
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its  own  tax  purposes  despite  the  fact  that  the  same  property  has  been 
listed  and  appraised  by  the  assessing  agency  of  a  primary  district."^ 
Where  there  are  overlapping  districts  in  a  state  this  is  shown  in  the 
table  as  "County  and  City  Assessor."  In  some  states  (e.g.  California) 
the  unit  has  the  "option"  of  setting  up  its  own  machinery  or  using  the 
primary  unit's  assessment;  in  other  states  (e.g.  Florida)  it  is  "manda- 
tory" for  the  cities  (or)  (other  district)  to  make  their  own  assessment. 

Appellate  Agency  or  Officer 

Due  process  of  law  gives  every  taxpayer  a  right  to  a  hearing  some 
time  before  the  assessment  becomes  irrevocably  fixed.  The  hearing  may 
be  before  the  original  assessment  agency,  before  a  separate  review 
agency,  local  or  state,  or  in  the  courts.  Although  the  same  agency  or 
officer  may  have  "appellate"  (or  "review")  and  "equalization"  func- 
tions, the  intent  has  been  to  list  as  "appellate"  agencies  or  officers 
those  that  may  make  changes  in  individual  assessments  and  in  the 
adjoining  column  as  "equalization"  agencies  or  officers  those  that  may 
make  "across-the-board"  increases  or  decreases  applying  to  a  class  of 
property  or  a  taxing  district.  The  administrative  review  functions  may 
include  classification,  tax  eligibility,  correcting  of  clerical  errors  and 
the  duty  of  raising  individual  assessments  when  they  are  found  to  be 
too  low,  or  lowering  individual  assessments  when  it  finds  they  are  too 
high.  The  agency  may  have  these  powers  on  their  own  motion  or  on 
appeal.  However,  in  this  table,  the  intent  has  been  to  show  the  agency 
or  officers  to  whom  the  property  owner  may  appeal  on  the  basis  that 
the  assessment  is  too  high. 

Listed  in  the  third  column  of  the  table  is  the  "primary  appellate 
agency"  and  in  the  fourth  column  any  "secondary  appellate  agency." 
An  attempt  has  been  made  to  show  whether  the  administrative  review 
agency  is  an  ex  officio,  appointed  or  elective  body.  If  the  appeal  process 
provides  alternate  avenues  for  the  taxpayers,  this  is  indicated  (Massa- 
chusetts: Board  of  County  Commissioners  or  Appellate  Tax  Board). 

Judicial  review  of  the  assessment  exists  in  all  states  for  "legality." 
This  table  lists  the  court  as  a  secondary  "appeal"  agency  in  those 
states  in  which  the  taxpayer  is  specifically  given,  by  statute,  the  right 
of  appeal  from  the  administrative  process.  Not  all  these  courts  have 
taken  jurisdiction  over  "questions  of  value"  (assessments  alleged  to 
be  inaccurate  but  not  illegal).  The  courts  in  these  states  also  vary  in 
practice  when  the  facts  show  that  the  assessment  is  inaccurate;  some 
will  revalue  and  reassess ;  others  will  recommend  the  case  to  the  admin- 
istrative agency  for  relief,  after  having  weighed  the  evidence  and 
found  it  wanting.  "While  it  can  be  said  that  the  boundary  between 
"legality"  and  "accuracy"  is  vague  and  changing,  at  the  present  time 
the  courts  are  not  an  effective  avenue  of  relief  for  the  average  property 
owner  on  an  appraisal  in  those  states  where  no  court  appeal  is  shown. 

"The  legality  of  a  property  tax  assessment  seldom  depends  on  the 
amount  for  which  the  property  is  appraised,  whereas  the  accuracy  of 
an  assessment  which  is  contested  in  the  courts  seldom  depends  on  any- 
thing other  than  the  appraisal. ' '  ® 


^  Welch,  op.  cit.,  p.  39. 

«  Welch,  op.  cit.,  pp.  265-6. 
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Equalization  Agency  or  Officer 

Column  5  and  column  6  list  the  agencies  or  officers  having  the  statu- 
tory power  to  equalize.  In  listing  these  agencies  which  may  raise  or 
lower  groups  of  properties,  those  where  jurisdiction  includes  groups 
of  properties  less  extensive  than  the  county  (or  primary  assessment 
district  if  the  unit  is  not  the  county)  have  been  listed  in  column  5. 
The  local  agency  is  most  commonly  an  ex  officio  county  board  of  equali- 
zation. State  agencies  which  can  equalize  by  item  (on  own  motion),  by 
class  of  property,  or  between  assessing  districts  within  the  county  are 
shown  both  in  column  5  and  column  6.  State  agencies  which  do  not  have 
the  power  to  equalize  by  item  (on  own  motion),  by  class  of  property, 
and  which  are  limited  to  blanket  changes  in  the  total  county  roll  are 
shown  only  in  column  6  "intercounty  equalization."  The  actual  process 
of  equalization  used  by  the  state  agency  varies.  The  local  official  may 
be  directed  to  increase  the  assessed  valuation  of  each  property  in  the 
group  by  a  uniform  percentage.  In  other  states,  the  roll  remains  as 
equalized  at  the  local  level  and  ratios  are  used  for  extending  the  taxes 
for  certain  purposes  (state  taxes,  school  district,  welfare,  etc.).  In 
other  states,  an  indirect  equalization  takes  place  in  addition  to  this 
through  the  use  of  ratios  in  apportioning  state  aid  and  returning  state- 
assessed  property  to  the  local  rolls. 

Column  7  indicates  which  state  agencies  are  known  to  be  actually 
equalizing  either  directly  through  a  "state  equalized  roll"  or  indirectly 
through  trending  and  using  ratios.  Commerce  Clearing  House  reports, 
and  secondary  sources  such  as  Bethne  Jones  "From  the  State  Capi- 
tols" and  Mr.  Ronald  Welch,  Assistant  Secretary,  California  State 
Board  of  Equalization,  have  been  used  to  establish  current  activity. 
The  level  to  which  property  is  equalized  varies  from  state  to  state.  It 
may  be  equalized  to  full  value  (or  some  other  statutory  level  that  is 
less  than  full  value,  but  which  is  the  legal  basis  of  assessment)  or 
property  may  be  equalized  to  the  average  level  used  in  an  assessment 
district  or  a  state. 

UTILITY  AND  RAILROAD  PROPERTY  (GENERALLY  STATE  ASSESSED) 

The  state  may  serve  as  assessment  district  for  public  utility  prop- 
erties, intangibles,  mineral  and  forest  properties,  motor  vehicles,  per- 
sonal property  used  in  business,  publicly  owned  property,  industrial 
plants  and  distilled  liquors.  In  addition,  several  states  assign  values  to 
certain  classes  of  property  (New  Mexico,  Nevada,  Wyoming)  and  the 
local  assessor  enumerates  and  classifies  but  does  not  value.  This  table 
does  not  show  the  state  organization  for  assessment  of  anything  other 
than  public  utility  and  railroad  property.  This  was  the  first  large  class 
of  property  to  be  withdrawn  from  the  jurisdiction  of  local  assessors 
because  its  interdistrict  character  created  problems  of  appraisal 
and  offered  opportunities  for  interdistrict  inequality.  (Usually,  but  not 
always,  the  centrally  assessed  property  is  returned  to  the  local  rolls  and 
is  taxed  at  local  rates.)  Not  only  is  there  no  pattern  as  to  what  utilities 
or  what  property  of  these  utilities  will  be  centrally  assessed  in  all 
states,  but  within  a  state  there  are  often  variations  between  utilities. 
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Column  8  shows  the  state  agency  (or  agencies)  that  assesses  what- 
ever utility  property  is  centrally  assessed.  See  NAT  A  "Appraisal  of 
Railroad  and  Other  Public  Utility  Property  for  Ad  Valorem  Tax 
Purposes"  (Report  of  the  Committee  on  Unit  Valuation,  1954),  appen- 
dix table  A.2  p.  68.  #. 

As  with  locally  assessed  property  there  is  usually  a  statutory  admin- 
istrative appeal  either  to  the  assessing  offices  or  to  another  state  ad- 
ministrative agency  and  a  subsequent  appeal  to  the  courts.  The  utility 
in  the  assessing  process  usually  has  an  opportunity  to  present  its  view 
of  the  value  of  its  property  (if  different  from  the  assessors)  ;  this  is 
not  shown  in  the  table  unless  there  is  a  statutory  guarantee  of  a  hear- 
ing before  the  assessing  offices.  Likewise,  in  all  states  there  is  always 
an  appeal  on  "legality"  to  the  courts,  but  unless  there  is  a  statutory 
authorization  for  an  appeal  to  the  courts  as  shown  in  the  table,  column 
10,  it  can  be  assumed  that  there  is  no  appeal  in  the  accuracy  of  the 
value  (fact)  beyond  the  higher  administrative  review  agency. 

Equalizafion  Agency  or  Officer  (column  11) 

The  intent  of  the  state  governments  in  segregating  utilities  out  for 
central  assessment  by  a  state  agency  is  to  assure  uniform  statewide 
treatment  of  these  properties  and  to  minimize  local  diflPerences.  To 
this  extent,  the  very  process  of  assessment  may  be  said  to  be  an  equali- 
zation process.  Most  states  require  full  value  assessments  or  some 
specified  percentage  of  full  value.  This  column  purports  to  show  those 
states  that  have  made  some  statutory  provision  for  compensating  for 
the  fact  that  in  practice  local  assessment  is  at  some  level  other  than 
the  legal  basis  and  that  centrally  assessed  property  must  be  formally 
equalized  with  common  property  locally  assessed,  (e.g.  Florida,  where 
the  state  values  utilities  at  full  value  but  returns  at  a  percentage  de- 
termined by  a  local  ratio ;  Illinois,  where  a  local  ratio  is  applied  to 
the  local  roll  to  bring  it  up  to  the  level  of  state-assessed  property ;  or 
Nevada  where  the  utility  property  centrally  assessed  is  considered  to 
be  a  class  in  the  statewide  equalization  process.)  Not  all  states  shown 
here  as  having  such  statutory  grants  of  power  or  directive  are  in  fact 
using  them.  This  column  also  does  not  show  those  states  that  have 
taken  administrative  notice  of  local  practice  and  in  fact  attempt  to 
equalize  in  the  assessing  process  to  some  statewide  average  less  than 
100  percent. 

Column  12  shows  whether  there  is  state,  i.e.  central,  assessment  of 
nonoperating  property — the  property  not  used  in  the  provision  of 
public  utility  services — of  those  utilities  that  are  centrally  assessed  or 
whether  there  is  local  assessment  of  nonoperating  property.  A  state 
entry,  therefore,  does  not  mean  necessarily  that  all  nonoperating  prop- 
erty of  all  utilities  is  centrally  assessed ;  this  column  must  be  read  with 
column  8.  Also,  see  NATA,  op.  cit.,  appendix  Table  A2  page  68. 


APPENDIX  F 

ASSESSMENT   STANDARDS   AND   PRACTICES   BY   STATES,    1956 

Established  Legal  Standard  Basis  of  Assessment  (Assessed  Value  as  a 

Percentage  of  Full  Value)  1958,  and  Actual  Ratio  of  Assessed 

Value  to  Sale  Price  of  Transferred  Non-Farm  Residential 

Properties  (statewide  averages)  by  States,  1956 

Statutory  standard  Practice 

State  (Percent)  (Percent) 

1.  Alabama    60  20.1 

2.  Arizona   100  19.6 

3.  Arkansas 18  11.2 

4.  California   100  19.8 

5.  Colorado    100  28.4 

6.  Connecticut    Total  ratios  44.2 

7.  Delaware 100  51.6 

8.  District  of  Columbia 100  48.3 

9.  Florida    100  39.7 

10.  Georgia    100  24.8 

11.  Idaho 100  11.2 

12.  Illinois 100  39.6 

13.  Indiana    33^    (maximum)  23.0 

14.  Iowa    60  23.4 

15.  Kansas    100  20.0 

16.  Kentucky    100  28.8 

17.  Louisiana    25    (minimum)  22.1 

18.  Maine    100  34.1 

19.  Maryland    100  53.3 

20.  Massachusetts    100  41.4 

21.  Michigan 100  31.0 

22.  Minnesota 40  9.9 

23.  Mississippi    100  17.9 

24.  Missouri    100  28.0 

25.  Montana  30  8.6 

26.  Nebraska 35  29.7 

27.  Nevada    100  23.1 

28.  New    Hampshire 100  40.2 

29.  New    Jersey 100  24.6 

30.  New    Mexico 33^    (minimum)  21.5 

31.  New  York Local  ratios  47.4 

32.  North    Carolina 100  34.0 

.33.  North  Dakota 50  13.2 

34.  Ohio 100  36.2 

35.  Oklahoma    ,35    (maximum)  20.7 

36.  Oregon Local  ratios  19.9 

37.  Pennsylvania    (some  counties) 75    (maximum)  31.5 

38.  Rhode  Island 100  59.9 

39.  South  Carolina   42  6.0 

40.  South  Dakota 60  37!6 

41.  Tennessee   100  29.6 

42.  Texas 100  18.2 

43.  Utah    40  15.6 

44.  Vermont    100  29.2 

45.  Virginia 100  31.2 

46.  Washington    50  15.3 

47.  West  Virginia 100  26.5 

48.  Wisconsin 100  45.2 

49.  Wyoming    Not  prescribed  20.9 

SOUKCK:  Comincrce   Clearing   House   SUite   Tax   Reporter;  Bureau   of   the   Census,    "Assessed  Values   and   Sales 
Prices  of  Transferred  Real  Property,"  1957  Census  of  Governments  Advance  Releases,  No.  7,  5/5/58. 
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Alabama — By  statute  60  percent  of  "fair  and  reasonable"  value. 

Arizona— "Full  cash"  value. 

Arkansas — "True  market  value  in  money."  Arkansas  Public  Service 
Commission  is  authorized  to  establish  statewide  ratio ;  fixed  at  maxi- 
mum of  20  percent  until  local  budgets  eliminate  excessive  and  illegal 
tax  rates  and  expenditures";  state  has  been  gradually  working 
toward  uniformity  at  20  percent;  local  districts  penalized  if  they 
vary  from  state  ratio. 

California — "Full  cash  value." 

Colorado — "Full  cash  value." 

Connecticut — "Uniform  percentage  of  present  true  and  actual  valua- 
tion, not  exceeding  100  percent  of  such  valuation  to  be  determined 
by  the   (local)   assessors." 

Delaware — "True  value  in  money." 

District  of  Columbia — "Full  and  true  value  in  money." 

Florida — "Full  cash  value." 

Georgia — "Fair  market  value."  Constitution  does  not  require  taxa- 
tion on  the  basis  of  full  value,  requires  uniform  taxation  of  tangible 
property. 

Idaho — Assessment  at  "full  cash  value" ;  state  tax  commission  author- 
ized (1957)  to  set  up  statewide  ratio  for  real  property  to  be  applied 
to  full  cash  value. 

Illinois — -"Fair  cash  value";  assessed  values  raised  by  applying  per- 
centages certified  by  State  Department  of  Revenue. 

Indiana — "Uniform  and  equal  and  just  valuation  at  true  cash  value." 
Ch.  225,  Laws  1949 :  no  more  than  33^  percent  of  market  value  of 
land  or  average  reproduction  cost  of  improvements  as  of  March  1, 
1949. 

Iowa — 60  percent  of  "actual"  value. 

Kansas — "True  value  in  money." 

Kentucky — "Fair  cash"  value.  Neither  statute  nor  courts  require 
"full"  value.  "Uniformity  and  fairness"  required.  Attorney  Gen- 
eral 's  Opinion  recognizes  80  percent  as  standard. 

Louisiana — "Actual  cash  value"  as  set  by  State  Tax  Commission. 
State  may  establish  percent  of  actual  used  for  state  purpose;  local 
assessors  may  use  any  percent,  25  percent  minimum. 

Maine — "Just  value"  in  compliance  with  laAvs  of  state ;  courts  have 
held  75  percent  is  a  "just"  value. 

Maryland — Real  property  "full  cash  value  less  an  allowance  for  in- 
flation"; personal  property  no  allowance  for  inflation. 

Massachusetts — "Fair  cash"  value. 

Michigan — "Full  cash  value";  selling  price  at  a  private  sale,  at  its 
situs. 

Minnesota — Assessed  at  "true  and  full  value  in  money";  fair  selling 
price  at  its  situs."  Rural  real  estate  (nonhomestead)  33^  percent, 
urban  (nonhomestead)  40  percent;  by  statutory  classification  and 
application  of  ratios  to  full  value.  Other  ratios  5  percent  to  40 
percent. 

Mississippi — "Cash  value." 

Missouri — "True  value  in  money,"  property  classified  into  three 
classes:  real,  personal  (subclasses)  and  class  3;  assessed  at  value  of 
percentage  of  value  as  may  be  fixed  by  law  for  each  class  or  subclass. 
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Montana — Seven  classes  with  assessment  from  7  to  100  percent; 
ratio  shown  is  for  land,  town  and  city  lots  and  improvements. 

Nebraska — Constitution  requires  valuation  "uniformity  and  propor- 
tionately." Statute  sets  up  and  defines  "actual"  value  as  basis.  1955 
to  1957,  basic  value  (not  market  or  actual  value)  used.  Ratio  ap- 
plied to  "actual"  value. 

Nevada — "Full  cash"  value.  State  assesses  all  land  and  sets  up  sched- 
ule of  values  which  is  fixed  at  substantial  percentage  less  than  ' '  full 
cash"  value. 

New  Hampshire — "Full  and  true  value  in  money." 

New  Jersey — "True  value."  Courts  held  in  1958  that  they  would  no 
longer  recognize  local  ratios  uniformly  applied  and  gave  until  1959 
to  bring  all  assessments  up  to  100  percent. 

New  Mexico — "In  proportion  to  value."  State  Tax  Commission  recog- 
nizes 33^  percent  as  minimum. 

New  York — "Full  value."  Local  ratios  are  recognized  and  State  Board 
of  Equalization  and  Assessment  determines  ratios  of  assessed  to  full 
in  each  local  taxing  district. 

North  Carolina^ — ^"True  value"  in  money. 

North  Dakota — "Full  and  true  value  in  money."  Roll  equalized  at 
100  percent;  county  auditor  reduces  assessed  values  to  50  percent 
before  taxes  computed. 

Ohio — "Taxable"  value  in  money  standard  for  real  property  estab- 
lished 1957,  effective  1958.  Constitution  requires  property  to  be 
treated  uniformly;  full  value  not  required.  Prior  to  1957,  "actual 
value  in  money"  used.  State  Board  of  Tax  Appeals  sets  up  factors 
to  be  used  in  determining  value  by  its  rules.  Personal  property 
assessed  and  valued  at  70  percent  of  true  value  in  money. 

Oklahoma — Constitutional  amendment  adopted  July  1,  1958,  estab- 
lished maximum  of  35  percent  of  fair  cash  value  as  assessment  stand- 
ard ;  previous  standard  was  fair  cash  value. 

Oregon — "True  cash  value"  or  percentage  adopted  by  local  taxing 
district. 

Pennsylvania — "Actual"  value,  price  for  which  (object  of  taxation) 
would  sell.  Courts  have  recognized  "uniformity"  and  not  required 
assessment  to  full  value  but  to  general  level  of  local  assessment. 
Other  statutes  recognize  difference  between  assessed  and  actual  value. 
In  fourth  to  eighth  class  counties  real  property  is  assessed  at  a 
predetermined  ratio  not  exceeding  75  percent. 

Rhode  Island — "Full  and  fair  cash." 

South  Carolina — "True  value"  in  money. 

South  Dakota — All  property  assessed  at  "true  and  full  value"  in 
money,  but  only  60  percent  of  such  assessed  value  taken  as  taxable 
value. 

Tennessee — "Actual  cash  value." 

Texas — "True  and  full  value  in  money"  as  "fair  market  value  in 
cash."  Commerce  Clearing  House  states  Texas  Constitution  requires 
equality  and  uniformity  of  taxation  but  does  not  require  that  it  be 
based  on  full  values,  CCH  Texas  Tax  Reporter  paragraph  20-321, 
Courts  and  State  Tax  Board  Recognize  Ratios. 

Utah — 40  percent  of  reasonable  fair  cash  value. 
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Vermont — Effect  ivo  January  1,  1958,  property  is  listed  at  its  "Listed 
value"  instead  of  its  value  "in  money."  Property  is  appraised  at 
"fair  market  value." 

Virginia — "Fair  market  value";  state  compiles  percentage  of  as- 
sessed valuation  to  market  value. 

Washington — By  statute  all  property  assessed  at  50  percent  of  its 
' '  true  and  fair  value. ' ' 

West  Virginia — Assessed  at  "true  and  actual  value"  (fair  market 
value  at  time  assessment  made.).  State  statutes  recognize  ratios.  All 
property  assessed  on  same  basis  but  tax  rate  limits  vary  from  $0.50 
to  $2.00.  Residential  nonfarm  is  $1.00. 

Wisconsin — "True  cash  value." 

Wyoming — "Fair  value  in  conformity  (to)  values  and  procedures  pre- 
scribed by  State  Board  of  Equalization."  Wyoming  Constitution 
does  not  require  full  value. 


APPENDIX  G 

GENERAL   SALES   AND   GROSS   RECEIPTS   TAXES   WHICH    INCLUDE 

SERVICES   RENDERED    BY   PUBLIC   UTILITIES   BY 

STATES,   RATE  AND   TAX,    T959i 


Stated 

Utility  Services  Rendered^ 

Rate 

Tax 

Utihties;  telephone  and  telegraph,  railroads  and  air- 
craft,  oil  and    gas    pipelines,   private    car    lines, 
motor  carriers 

Gas,  electricity,  water,  ice,  steam,  or  other  utility 
service,  telephone  and  telegraph 

Telephone  and  telegraph,  gas  and  electric  service  to 
consumers  by  all  companies 

1% 

3 

2 

2 

3 

1.5 
2 

2.5 

3 
3 
3 

3 

2 
2 

2 

2 

3 
3 

2 

2 

1.3 

4 

5.2 

3.9 

3.9 

2.6 

2 

Retail    sales 

Gross    receipts 

(sales) 
Retail  sales 

District  of  Colum- 
bia* 

Sales 

Gas,  electricity,  transportation  and  water  (furnished 
by  private  company) 

Sales 

Gross  income 

Gas,    electricity,    water,    heat   and   communication 

service  by  all  companies 
Telephone  and  telegraph,  gas,  water,  electricity  and 

heat  by  all  companies 

Retail  sales 

Sales 

Retail  sales 

Maryland* 

^Retail  sales 

Gas,  electricity,  steam  by  all  companies  

TOcoupational     re- 

Mississippi  

Gas,   oil,   electricity,   all   transportation,    telephone 
and  telegraph,  water 

Electricity,   water,   gas,    telephone,    telegrpah,   and 
transportation  of  persons 

Public  utilities  including  electricity,  gas,  telephone, 
telegraph,  radio  communication,  transportation  of 
persons  and  property  for  which  franchise,  license 
or  permit  required 

Steam,   gas,  electricity,   water  and  communication 
service  by  aU  companies 

Gas,  electricity,  steam  or  other  public  service;  trans- 
portation of  persons  by  common  carrier,  and  tele- 
phone and  telegraph 

tail  sales 
Occupational  sales 

Retail  sales 

New  Mexico 

North  Dakota 

Occupational 
gross  income 

Retail  sales 
Retail  sales 

Selective  sales 

Rhode  Island* 

South  Dakota 

Utah* 

Electricity,  gas,  steam,  refrigeration,  water  by  all 

companies;   telephone   and   telegraph,   and  other 

messenger  service 
Gas,  electricity,  water  and  communication  service 

by  all  companies 
Transportation,  telephone,  telegraph,  gas,  electricity 

and  heat 

Sales 

Occupational 
retail  sales 
Sales 

Water        --- 

gross  income 

Gas --   - -.- 

Wyoming*        ,     , 

Transportation  of  persons  and  property,  telephone 
and   telegraph,   gas,   electricity  and  heat  by  all 
companies 
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1  SOURCE:  Comineico  Clearing  House  "State  Tax  Ueportei"  and  its  "All  States  Sales  Tax  Reporter." 

-  Twenty-one  states  and  the  District  of  Columhia  include  some  or  all  public  utilities  in  a  general  sales  or 
gross  receipts  lax.  Two  of  the  22  extend  thtse  retail  sales  or  gross  receipts  taxes  to  utilities  covered 
by  special  utility  taxes;  Mississippi  Imposes  special  flat  fees  on  a  mileage  basis  on  all  utilities  covered 
except  water.  New  Mexico  imposes  a  mileage  tax,  varying  witli  pressures  and  pipe  size  on  oil  and  gas 
pipelines.  A  third  state.  West  Virginia,  excludes  all  utilities  covered  by  the  special  utility  tax  from 
the  provisions  of  its  occupational  gross  income  tax.  Thtse  are  21  states  that  have  special  additional 
utility  taxes  (including  the  three  noted  above).  Nine  states — California,  Connecticut,  Massacliusetts, 
Minnesota,  New  Jersey,  New  York,  Oregon,  Virginia  and  Wisconsin  have  neither  a  special  additional 
utility  tax  nor  sales  tax  upon  utility  service.  Of  these  only  Oregon  and  California  do  not  have  some 
provisions  for  "in  lieu"  taxation  of  some  utilities — in  other  words,  some  variation  in  general  taxation 
(ad  valorem  or  income)    which  gives  special  treatment  to  some  or  all  utilities. 

3  Such  general  exemptions  as  interstate  telephone  and  telegraph  messages  are  not  noted  inasmuch  as  they  arc 
not  subject  to  state  sales  tax  by  application  of  the  federal  constitution.  Where  it  is  known  that  the  tax 
applies  to  sales  by  public  utility  owned  by  governmental  corporation  as  v^ell  as  privately  owned  utilities, 
this  is  shown  by  tlie  notation,  "by  all  companies."  Known  exemptions  of  power  sales  for  manufacture 
or  industrial  use  are  shown  in  the  footnotes. 

*  Footnotes  to  state  entries  (general  sales  and  gross  receipts  taxes  which  include  services  rendered  by  public 
utilities  by  states,  rate  and  tax,  1959). 

Arizona — General  rate  is  2  percent;  motor  carriers  (common  or  contract)  exempt. 

Arkansas — Transportation  sen'ice  not  included. 

Colorado — Exempts  iadustiial  power. 

District  of  Columbia — Transportation  and  communication  not  included;  exempts  Industrial  power. 

Georgia — Exempts  sales  of  water  by  governmental  agency. 

Indiana — Applies  to  wholesalers  and  retailers  of  gas  and  electric  power;  includes  transportation  of  i)ersons  and 
things  and  communication. 

Iowa — Exempts  transportation;  some  industrial  use  of  power. 

Kansas — Exempts  industrial  sales. 

Maine — Includes  fuels  and  electricity  to  industry. 

Maryland — Excludes  industrial  use. 

Rhode  Island — Exemi)ts  sales  for  industrial  use  and  excludes  transportation  services. 

Utah — Exempts  co-operatives  and  express  and  street  railways. 

West  Virginia — Services,  subject  to  control  of  Public  Service  Commission,  are  exempt  from  the  West  Viiginia 
sales  tax  (2%).  Occupational  gross  income  rates  surtax,  computed  on  3/10  of  normal  tax,  included  in 
all  rates  shown  except  water.  Public  utilities  subject  to  special  pubUc  utility  tax  are  not  subject  to  the 
occupational  gross  income  tax. 

Wyoming — Exempts  city  taxicabs  and  bus  fare  less  than  24  cents;  power  used  in  manufacture  and  transporta- 
tion exempt. 


APPENDIX  H 


TAXES   LEVIED   SOLELY  ON   UTILITIES  THAT  ARE   NOT 
IN   LIEU   OF   OTHER  TAXES,   BY  STATES 


State 


Alabama - 


Delaware- 


Florida  -  - 

Idaho 

Illinois 

Kentucky 
Louisiana 


Mississippi - 


Montana- 


Nebraska 

Nevada 

(counties) 
New  Hampshire 
New  Mexico 


North  Carolina  . 


Manufacturers  and  vendors  of  hydro 

electric  power 
Express 

Railroads 

Telegraph 

Telephone 

Freight  line  and  equipment 

Express 

Steam,  gas,  electric  and  railroads 

Telephone  and  telegraph 


Telephone 

Express 

Sleeping  car,  parlor  car 

Electric,  gas,  light,  heat  and  power... 

Telephone  and  telegraph 

Express 

Telephone  and  telegraph  (transmitting 

messages) 

Gas  and  electricity 

Electricity,  water,  gas 

Telephone  and  telegraph 

Railroads,     railways,     sleeping     cars, 

freight    lines,    motor    bus,    express, 

telephone    and    telegraph,    boat    or 

packet  Hne 

Electricity  generation 

Electricity  sales 

Natural  gas  pipe  line 

Electric  or  mechanical  power  use 

Telephone 

Electric  light  and  power 

Railroad 

Telegraph-sleeping  car 

Express 

Pipe  line 

Electric 

Sleeping  car 

Telegraph 

Telephone 

Natural  gas 

Express  -_ 

Street,    railroad,    electric    light,    heat 

gas,  water,  telephone,  telegraph 

Gas,  electric 

Gas  pipe  line    \ 

Oil  pipe  line     / 

Electricity,  sewerage,  water,  telegraph, 

telephone 
Gas 

Passenger  car  lines 

Water  works  privately  owned 

Street  transportation 

Express 


Railroad - 


0.4  mills 

2.5%  or 
S4,000 

2.5% 
$1.50 

2.5% 

2% 

6% 
0.1% 
$0.60 

$0.30 

$0.20 
$0.25 

2% 
1.5% 
1.5% 
1.5% 

3% 

3% 

3% 
3% 
3% 

2% 


2% 

2% 

1% 

$0.50 

$5  to  $25 

$22.50 

$5  to  $90 

$4 

$5 

$15  to  $125 

1.25% 

1.5% 

2% 

1.5% 

5  mills 

2% 

2% 

4% 
$500  plus  fee  based 
on  various  fac- 
tors 

6% 

4%  1st  $25,000 

6%  balance 

10% 

4% 

1.5% 

$15  per  mile 

$21  per  mile 

$25  per  mile 

0.57% 


Per  kilowatt  hour 

Gross  receipts 
Flat  rate 
Gross  receipts 
Per  mile 
Gross  receipts 
Value  of  cars 
Gross  receipts 
Gross  receipts 
Per     mile     (largest 

wire) 
Per  mile  (next  largest 

wire) 
Per  mile  (all  others) 
Per  receiver 


Gross  receipts 
Gross  receipts 
Gross  receipts 
Gross  receipts 

Gross  receipts 

Per  Horsepower 
Per  mile 

Gross  receipts 

Per  1,000  cu.  ft. 
Gross  receipts 
Net  profits 

Net  income 
License  tax 


Gross  receipts 


Net  income  6%   or 

less 
Net  income  6%   to 

8% 
Net  income  8%   or 

over 
Of  value  of  property 

for     ad     valorem 

taxation 
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TAXES   LEVIED   SOLELY   ON   UTILITIES   THAT   ARE   NOT 
IN   LIEU   OF   OTHER  TAXES,   BY  STATES-Continued 


State 


UtUity 


Rate 


Ohio. 


South  Carolina 
Tennessee 


Texas - 


Vermont 

Washington. 


West  Virginia-.. 


Electric  light  and  power*,  gas  and 
natural  gas*,  heating  and  cooling*, 
telegraph,  telephone*,  toll  bridges*, 
union  depot*,  water  transportation*, 
water  works* 

Express* 

Interurban  railroad 

Messenger 

Pipe  line 

Railroad 

Street  and  suburban  railroad 

Power  companies 

All  utilities 


Express 

Gas,  electric  light,  power,  waterworks. - 

Telephone  and  telegraph 

Gas  pipe  line 

Electric  light  and  power 

Railroad,  express,  water  distribution, 
light  and  power,  telephone  and  tele- 
graph 

Gas  distribution 

Urban  transportation  vessels  under 
65  feet 

All  above  utilities 

Public  utility  districts  (electric  energy) 
Railroad 


Motor  carriers,  car  and  express. 

Pipe  line 

Telephone 

Telegraph 

All  companies 


3% 


3.65% 
0.7% 
2.35% 
5% 
4% 
1.2% 
1  mill 
3%  (with  excep- 
tions) 
2.5% 
0.484%  to  1.66% 
1.65%  to  2.50% 
0.25% 
0.5miUs 
3% 


2% 
0.5% 

20% 

2% 
0.5% 

4% 
1.5% 
1.5% 
1.5% 
3.5% 
2.75% 
2.75% 

6% 

5% 
0.3% 


Gross  receipts 


Per  kilowatt  hour 
Gross  receipts 


Gross  receipts 
Per  kilowatt  hour 
Gross  receipts 


Surtax 

Gross  receipts 
Value  of  property 
Net  income 
Gross  receipts 
Net  income 
Gross  receipts 
Net  income 
Gross  receipts 
Net  income 
Gross  receipts 
Net  income 
Surtax 


*  See  Ohio  footnote. 
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FOOTNOTES 

ALABAMA — All  utilities  subject  license  tax  at  general  rate  of  0.2  percent  of  gross  receipts;  electric  at 
0.4  percent.  Express  companies  flat  fee  reduced  if  less  than  200  miles;  railroads,  first  $150,000  gross  income 
exempt;  telephone,  first  $50,000  of  income  exempt;  telegraph  companies  151  miles  or  more  pay  $500  for 
first  130  miles;  freight  line  cars  valued  at  60  percent  of  actual  value;  private  cars  pay  $20,000  In  lieu 
ad  valorem. 

DELAWARE — Certain  railroads  pay  flat  fees  of  $500  to  $50,000  in  lieu  of  all  other  state  taxes,  rate  shown 
here  is  for  those  not  so  taxed. 

FLORIDA — Certain  of  these  companies  exempt  from  tax  on  capital  stock,  rate  $10  per  $10,000. 

KENTUCKY — Shifted  to  customer  as  a  sales  tax. 

MISSISSIPPI — Schedule  of  rates  varies  for  telephone  companies  by  number  of  exchanges  or  subscribers; 
railroads,  class  of  railroad;  pipeline,  diameter  of  pipe. 

NEBRASKA — In  lieu  of  corporate  franchise  tax;  rate  $5  per  $10,000  paid  up  capital  stock. 

NEW  HAMPSHIRE,  1957,  1958 — Subject  renewal  by  legislature,  1959  exempt  from  annual  filing  fees. 

NEW  MEXICO — Car  line  companies  2.5  percent  or  ad  valorem  rate  whichever  is  lower  in  lieu  of  ad  valorem; 
express  and  rural  electric  pay  special  in  Ueu  ta.xes.  Pipeline  companies  transporting  natural  gas  pay  fees 
"based  on  the  horsepower  of  compression  facilities  ranging  from  $2,275  to  $5,925  plus;  those  transporting 
oil  pay  fees  graduated  by  diameter  and  number  of  mUes  from  $18  to  $1  a  mUe. 

NORTH  CAROLIN.\ — In  lieu  capital  stock  franchise  tax  rate  $1.50  per  $1,000;  freight  line  in  lieu  ad 
valorem  taxation. 

OHIO — In  lieu  of  corporate  franchise  tax  rate  0.1  percent  shares  of  capital  stock.  Starred  utilities  subject 
additional  0.65  percent  emergency  lev>-;  gas,  wat«r,  telephone  exempt  on  $25,000;  equipment,  freight  line, 
sleeping  car  in  lieu  ad  valorem  on  rolling  stock. 

SOUTH  CAROLIN.\— .\11  utilities  subject  in  lieu  francliise  tax  of  3  mills  per  dollar  assessed  value  and 
3  mills  per  dollar  gross  receipts. 

TEXAS- — Sleeping  car,  palace  and  dining  car's  gross  receipt  tax  is  in  Ueu  of  all  other  taxes;  size  of  com- 
munity determines  graduated  rate  applied. 

VERMONT — .\U  other  special  utility  taxes  are  in  li«u  of  5  percent  net  income  corporate  franchise  tax. 

W.\SH1NGT0N — Not  intended  to  be  passed  on  to  consumer  as  sales  tax;  exempts  all  companies  gross  operating 
income  less  than  $1,000. 

WEST  VIRGINI.^ — .^U  companies  pay  a  "primary"  tax  at  rate  shown  and  "additional"  tax  on  net  Income  at 
rate  shown,  pa\Tnent  of  this  tax  exempts  the  utility  from  the  payment  of  the  business  tax  (occupational 
gross  income  tax)   to  which  all  other  businesses  and  other  utUities  are  subject. 

SOURCE:  Commerce  Clearing  House,  State  Tax  reported  by  states,  1959. 

NOTE:  This  table  shows  those  states  that  impose  franchise  or  privilege  taxes  on  utilities  that  are  in  addition 
to  property,  income  or  corporation  franchise  taxes  (with  few  exceptions  noted).  Excluded  are  taxes  less 
than  1  percent  of  gross  receipts,  which  in  most  states  are  in  the  nature  of  license  or  registration  fees. 
Where  the  tax  is  a  fiat  fee  it  has  been  included  although  the  burden  may  be  less  than  1  percent.  No 
attempt  has  been  made  to  list  special  taxes  on  motor  carriers  operating  as  utilities  and  subject  to  special 
taxes,  such  as  the  California  Truck  Tax.  This  table  is  designed  to  show  special  treatment  within  the  state 
and  does  not  show  relative  tax  burdens  between  states  because  of  varjdng  types  of  taxes  imposed  on  property 
and  busmess  in  general.  Some  of  the  states  shown  h«re  impose  relatively  high  corporate  income  taxes,  others 
have  none. 
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Individuals: 

Howard  Allan 

Southorn  California  Edison  Company 
Richard  Carpenter 

League  of  California  Cities 
Francis  Carr 

Pacific  Gas  and  Electric  Company 
Edward  Craig  * 

Pacific  Lighting  Gas  Supply  Company 
Von  T.  Ellsworth 

California  Farm  Bureau  Federation 
Alan  H.  Johnston 

California  Manufacturers  Association 
Walter  Kaitz 

California  Real  Estate  Association 
T.  F.  Knight,  Jr. 

California  Manufacturers  Association 
Adrian  A.  Kragen 

California  Retailers  Association 
John  W.  Lynch 

State  Board  of  Equalization 
William  R.  MacDougall 

County   Supervisors  Association  of 

California 


H.  J.  McGlynn 

Pacific   Telephone   &   Telegraph 

Company 
F.  B.  Magruder 

Southern  Pacific  Company 
Robert  E.  McKay 

California  Teachers  Association 
Claude  Minard 

California  Railroad  Association 
Dixwell  L.  Pierce 

State  Board  of  Equalization 
R.  L.  Pierce 

Southern  Pacific  Company 
H.  Jackson  Pontius 

California  Real  Estate  Association 
W.  R.  Schofield 

California  Forest  Protection 

Association 
Carroll  C.  Stitt 

County  Assessors  Association 
Ronald  B.  Welch 

State  Board  of  Equalization 


Organizafions: 

California  Farm  Bureau  Federation 

Von  T.  Ellsworth 

2223  Fulton,  Berkeley 
California  Forest  Protective  Association 

W.  R.   Schofield 

681   Market   St.,    San   Francisco 
California  INLanufacturers  Association 

Alan  H.  Johnston  -  T.  F.  Knight,  Jr. 

403  W.  Eighth  St.,  Los  Angeles  14 
California  Real  Estate  Association 

Walter  Kaitz  -  H.  Jackson  Pontius 

117  W.  Ninth  St.,  Los  Angeles  15 
California  Railroad  Association' 

Claude   Minard 

11th  and  L  Building,  Sacramento  14 
California   Retailers   Association 

Adrian  A.  Kragen 

11th  and  L  Building,  Room  1030, 

Sacramento  14 
California  Teachers  Association 

Robert  E.  McKay 

693  Sutter  Street,   San  Francisco 
County  Assessors  Association 

Carroll  C.  Stitt 

Yolo  County  Assessor,  Woodland 

*  Chairman 


County   Supervisors  Association   of 

California 

William  R.  MacDougall 

500  Elks  Bldg.,   Sacramento  14 
League  of  California   Cities 

Richard   Carpenter 

Hotel  Claremont,  Berkeley  5 
Pacific   Gas   &   Electric  Company 

Francis   Carr 

245  Market  St.,  San  Francisco 
Pacific  Lighting   Gas   Supply   Company 

Edward  Craig  * 

810  S.  Flower,  Los  Angeles  17 
Pacific  Telephone  &  Telegraph  Company 

H.  J.  McGlynn 

1414  K  St.,  Sacramento  14 
Southern  California  Edison  Company 

Howard  Allan 

P.  O.  Box  351,  Los  Angeles  53 
Southern  Pacific  Company 

R.  L.  Pierce -F.  B.  Magruder 

65  Market  St.,   San  Francisco 
State  Board  of  Equalization 

John  W.  Lynch  -  Dixwell  L.  Pierce 

Ronald  B.  Welch 

1020  N   St.,   Sacramento 
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CORRESPONDENCE  WITH   THE   STATS   BOARD   OF   EQUALIZATION 
RELATIVE  TO   POSSIBLE   SOLUTIONS 

Joint  Interim  Committee  on  Assessment  Practices 

Sacramento,  September  29,  1958 
Honorable  George  Reilly 

Chairman,  State  Board  of  Equalization 
Sacramento,  California 

Dear  Mr.  Reilly  :  As  you  realize,  the  problems  that  the  Assessment 
Practices  Committee  is  studying  are  ones  for  the  most  part  that  come 
within  either  the  administrative  or  the  quasi- judicial  functions  of  the 
Board  of  Equalization.  Since  these  are  problems  that  have  caused  dif- 
ficulties for  some  time,  we  feel  certain  that  the  board  has  definite 
views  and  recommendations  on  how  they  should  be  solved.  We  would, 
therefore,  at  this  time  like  to  plan  for  a  presentation  to  the  committee 
of  the  board 's  views.  We  have  in  mind  both  recommendations  for  legis- 
lation, if  any  is  required,  and  any  plans  for  action  on  the  part  of  the 
board  within  its  present  authority. 

We  do  not  want  to  limit  the  board's  comments  and  you  should  feel 
free  to  comment  on  all  aspects  of  the  various  problems.  We  would 
particularly,  however,  like  to  have  the  board 's  plans  and  specific  recom- 
mendations on  the  following  points: 

1.  Figures  emanating  from  the  board  indicate  that  the  level  of  local 
and  state  assessments  are  both  considerably  less  than  the  100  per- 
cent required  hj  the  Constitution.  What  should  be  done  to  bring 
them  into  consonance,  either  through  raising  the  assessment  level 
or  through  lowering  the  constitutonal  requirement?  If  you  feel 
the  constitutional  requirement  should  be  loM'ered  we  would  like  to 
have  your  opinion  as  to  the  level  at  which  it  should  be  set. 

2.  Figures  coming  from  the  board  or  its  officials  are  to  the  effect  that 
local  property  is  being  assessed  at  less  than  25  percent  of  full  cash 
value  and  utility  property  at  50  percent  of  full  cash  value.  While 
at  this  time  we  have  no  check  on  these  figures,  you  presumably 
feel  they  are  correct  and  we  would,  therefore,  like  to  have  your 
plans  or  recommendations  as  to  how  the  two  types  of  assess- 
ments could  be  brought  into  conformity  with  the  equity  pro- 
visions of  the  Constitution.  You  are  aware,  of  course,  that  one 
problem  is  liow  this  could  be  done  without  causing  undue  economic 
hardship  in  a  number  of  counties. 

3.  We  would  like  to  have  your  views  as  to  whether  there  is  good 
equalization  within  counties  as  between  various  classes  and  types 
of  property  and  as  between  individual  properties.  If  you  feel  there 
is  not  adequate  equalization  we  would,  of  course,  like  your  recom- 
mendations for  remedial  action. 
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4.  There  are  numerous  suggestions  that  some  property  now  assessed 
locally  should  be  assessed  by  the  board  and,  vice  versa,  that  some 
property  now  assessed  by  the  board  should  be  assessed  locally. 
We  would  like  your  views  and  recommendations  on  what  types 
of  properties  should  be  locally  assessed  and  what  types  should 
be  assessed  by  the  board. 

5.  There  appears  to  be  need  for  a  formal  policy  on  the  disclosure  of 
information  about  assessment  levels.  We  have  in  mind  the  in- 
formation about  the  board's  findings  of  assessment  levels  for  the 
State  as  a  whole  and  by  counties.  A  second  part  is  the  level  of 
the  board's  assessment  of  utility  property.  We  also  have  in  mind 
the  information  that  county  assessors  may  have  about  their  own 
assessment  levels.  We  would  like  to  have  your  plans  and  your 
recommendations  of  any  legislation  that  might  be  required. 

6.  The  whole  question  of  administrative  and  judicial  appeals  has 
been  of  considerable  interest  to  the  persons  who  have  met  with 
committee  members  and  staff.  Some  persons  feel  that  the  present 
appeals  machinery  quite  well  serves  the  purpose.  Other  persons, 
in  contrast,  are  critical  of  the  appeals  machinery,  some  persons  of 
that  at  the  local  level,  others  of  that  at  the  state  level.  The  prin- 
cipal criticism  of  appeal  at  the  state  level  has  been  that  the  board 
must  hear  appeals  from  its  own  initial  decisions.  A  number  of 
persons  have  expressed  the  opinion  that  there  should  be  a  board 
of  tax  appeals  and  some  persons  have  coupled  this  with  the 
thought  that  the  major  portion  of  the  present  board's  work  should 
be  handled  by  an  administrative  department  rather  than  a  board. 
Still  other  persons  feel  that  appeals  to  the  courts  is  difficult  at 
present.  We  would,  therefore,  like  to  have  your  views  and  recom- 
mendations on  this  whole  subject  of  appeals. 

We  are  asking  for  your  views  independent  of  those  of  the  consultants 
the  committee  has  employed.  We  would,  however,  like  to  correlate  the 
ideas  of  the  board  with  those  of  the  consultants.  The  reports  from  the 
consultants  are  due  by  December  1,  1958.  We  would  appreciate  it, 
therefore,  if  we  could  also  have  the  board's  response  in  writing  by 
that  date. 

Cordially  yours, 
(Signed)  Glenn  E.  Coolidge,  Chairman 


State  Board  of  Equalization 
Sacramento,  November  7, 1958 
Honorable  Glenn  E.  Coolidge 
Member  of  Assembly,  27th  District 

Joint  Interim  Committee  on  Assessment  Practices 
Sacramento  14,  California 

Dear  Glenn  :  In  furtherance  of  my  letter  to  you  of  October  9,  1958, 
I  am  happy  to  enclose  the  response  of  this  board  to  the  six  questions  that 
were  enumerated  in  your  letter  to  me  of  September  29,  1958. 

So  that  our  views  on  these  matters  may  be  most  conveniently  avail- 
able to  the  members  of  your  committee  and  its  staff,  we  have  stated  each 
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question  separately  and  have  followed  this  restatement  by  our  answer. 
As  I  am  sure  you  must  realize,  in  view  of  the  complex  nature  of  prop- 
erty tax  administration,  much  might  be  said  on  each  of  the  matters 
discussed.  AVe  have  endeavored,  however,  to  keep  our  answers  brief 
without  sacrificing  the  mention  of  points  that  seem  important  for  con- 
sideration in  arriving  at  sound  conclusions. 

Because  we  realize  that  the  members  of  the  committee  have  many 
demands  upon  their  time,  we  have  thought  that  you  would  prefer  to 
have  our  response  to  your  inquiries  in  brief  statements  such  as  the 
enclosures,  unincumbered  by  extended  examination  of  the  ramifications 
surrounding  problems  of  this  kind.  If  the  committee  desires  our  amplifi- 
cation of  anything  that  has  been  said,  we  shall  be  happy  to  co-operate 
with  you  in  any  way  that  we  may. 

May  I  repeat  our  deep  appreciation  for  the  opportunity  that  you 
have  afforded  to  place  before  the  committee  our  thoughts  on  these 
important  aspects  of  property  tax  administration.  Your  committee  has 
our  w-arm  good  wishes  for  success  in  achieving  the  purposes  for  which 
you  haA^e  been  organized. 

Cordially  yours, 

George  R.  Reilly,  Chairman 

1.     BASIS  OF  ASSESSMENT 
Question 

Figures  emanating  from  the  board  indicate  that  the  level  of  local  and 
state  assessments  are  both  considerably  less  than  the  100  percent  re- 
quired by  the  Constitution.  What  should  be  done  to  bring  them  into 
consonance,  either  through  raising  the  assessment  level  or  through  low- 
ering the  constitutional  requirement?  If  you  feel  the  constitutional 
requirement  should  be  lowered  we  would  like  to  have  your  opinion  as 
to  the  level  at  which  it  should  be  set. 

Answer 

Your  question  concerning  the  basis  for  the  valuation  of  property  for 
tax  purposes  may  best  be  answered,  we  believe,  by  referring  to  judicial 
interpretations  of  the  pertinent  constitutional  provisions.  For  many 
years  the  California  Supreme  Court  has  recognized  that  under  the 
State  Constitution  market  value  is  established  as  the  standard  to  which 
tax  assessments  must  relate.  Sacramento,  etc.,  R.  E.  Co.  v.  Heilhron, 
156  Cal.  408  (1909).  It  does  not  follow,  however,  that  in  order  to  meet 
constitutional  requirements  the  assessed  value  of  property  must  be  100 
percent  of  its  market  value. 

Ever  since  the  Constitution  was  adopted  in  1879,  and  indeed  before 
that,  those  charged  with  the  duty  of  assessing  property  for  tax  purposes 
have  pursued  the  practice  of  entering  valuations  upon  assessment  rolls 
at  less  than  corresponding  market  values.  This  procedure  is  a  matter  of 
common  knowledge.  It  has  had  repeated  judicial  sanction.  It  is  so 
thorouglily  imbedded  in  onr  system  of  property  taxes  that,  without  a 
change  in  the  applicable  law^,  we  believe  that  any  attempt  to  utilize 
market  value  as  assessed  value  would  be  productive  of  serious  disrup- 
tion of  local  revenue  sources. 
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Almost  70  years  ago  the  State  Supreme  Court  expressed  its  aware- 
ness of  the  practice  of  assessing  property  for  tax  purposes  at  less  than 
its  market  value.  San  Jose,  etc.,  R.  R.  Co.  v.  Mayne,  83  Cal.  566  (1890). 
It  is  not  surprising,  then,  that  in  198:]  the  court  spoke  approvingly  of 
this  practice  in  these  words : 

"It  is  the  assessor's  recognized  duty  to  see  that  the  valuation 
placed  on  the  various  kinds  of  property  shall  be  in  proportion  to 
the  worth  of  such  proj^erties.  If  it  is  proportional  and  all  are 
treated  alike,  110  one  contends  that  the  taxpayers  must  he  charged 
a  full  hundred  percent,  for  such  is  not  required  by  the  law."  (Em- 
phasis added.)  Rittershacher  v.  Board  of  Supervisors,  220  Cal,  535 
543. 

Fourteen  years  later  the  court  emphasized  this  interpretation  of  the 
Constitution  by  observing  that  "the  taxpayer  is  entitled  to  *  *  *  the 
exercise  of  good  faith  and  fair  consideration  on  the  part  of  the  taxing 
power  in  assessing  his  property,  at  the  same  raie  and,  on  the  same  basis 
of  valuation  as  that  applied  to  other  property  of  like  character  and  sim- 
ilarly situated  (emphasis  added),  McClelland  v.  Board  of  Supervisors, 

30  C.  2d  124,  128  (1947). 

In  both  the  Rittersbacher  and  McClelland  cases  the  assessments  sus- 
tained were  substantially  less  than  market  value.  That  fact  was  not 
deemed  to  east  any  doubt  upon  their  validity.  The  important  factor, 
said  the  court,  is  that  property  be  taxed  in  proportion  to  market  value 
to  meet  the  requirements  of  Section  1,  Article  XIII  of  the  Constitution. 
Only  three  years  ago  there  was  clear  indication  of  judicial  recognition 
of  assessments  at  a  percentage  of  market  value  when  the  Supreme  Court 
sustained  an  assessment  at  25  percent  of  the  estimated  value  of  the 
property,  noting  that  the  use  of  this  percentage  had  been  "to  allow  for 
the  ratio  of  assessment  value  to  market  value."  Fairfield  Gardens  v. 
County  of  Solano,  45  C.  2d  575,  577  (1955). 

We  are  aware  of  no  ruling  that  is  inconsistent  with  this  view  of  the 
law,  although  it  has  been  suggested  that  the  decision  in  Eisley  v.  Mohan, 

31  C.  2d  637  (1948)  might  be  so  construed.  In  that  case,  however,  the 
court  did  no  more  than  to  declare  unconstitutional  a  statute  calling  for 
the  assessment  of  certain  possessory  interests  in  real  property  on  a 
percentage  basis  that  had  no  direct  relationship  to  practices  pertaining 
to  the  valuation  of  other  interests  in  realty.  Since  the  Legislature  is 
not  empowered  to  depart  from  the  constitutional  uniformity  require- 
ments with  respect  to  such  property  the  court  declared  the  provision 
invalid. 

In  the  light  of  judicial  interpretation  of  constitutional  requirements 
pertaining  to  the  valuation  of  property  for  tax  purposes,  we  do  not  be- 
lieve that  amendment  of  the  Constitution  is  needed  to  effect  consistencj^ 
between  its  provisions  and  current  assessment  practices.  Possibly,  clar- 
ity might  be  promoted  by  revising  those  provisions  mentioning  full  cash 
value,  true  value  in  money,  and  actual  value  as  found  respectively  in 
Section  12  of  Article  XI  and  Sections  9  and  14  of  Article  XIII  but  this 
does  not  seem  essential  to  sustain  long  established  practice. 

As  the  Supreme  Court  has  so  well  observed,  the  ultimate  test  of  fair- 
ness in  property  tax  administration  is  tliat  assessments  shall  be  in  pro- 
portion to  market  values.  It  would  seem  needlessly  to  complicate  mat- 
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ters  to  attempt  to  state  in  the  Constitution  precisely  what  proportion 
of  market  value  should  be  represented  by  the  assessed  value.  Such  a 
provision  might  tend  to  produce  an  assessment  level  lower  than  that 
specified  without  achieving  any  better  equalization  than  would  pre- 
vail if  the  law  is  left  as  it  now  is.  We  think  that  the  assessment  level 
may  best  be  stabilized  through  our  work  with  the  several  county  asses- 
sors in  promoting  uniform  assessment  practices.  This  can  be  carried  on 
most  effectively  through  our  advisory  service  to  the  assessors  and  our 
intercounty  equalization  studies. 

Accordingly,  we  are  not  disposed  to  recommend  that  the  Constitution 
should  prescribe  a  fixed  percentage  of  market  value  as  the  assessed 
value.  As  it  has  been  interpreted  by  the  Supreme  Court,  the  law  now 
is  adequate  to  promote  sound  assessment  practices  through  utilization 
of  means  already  available  to  those  engaged  in  property  tax  adminis- 
tration. 


2.     EQUALIZATION  OF  STATE  ASSESSMENTS 
WITH  LOCAL  ASSESSMENTS 
Question 

Figures  coming  from  the  board  or  its  officials  are  to  the  effect  that 
local  property  is  being  assessed  at  less  than  25  percent  of  full  cash  value 
and  utility  property  at  50  percent  of  full  cash  value.  While  at  this  time 
we  have  no  cheek  on  these  figures,  you  presumably  feel  they  are  correct 
and  we  would,  therefore,  like  to  have  your  plans  or  recommendations 
as  to  how  the  two  types  of  assessments  could  be  brought  into  conformity 
with  the  equity  provisions  of  the  Constitution.  You  are  aware,  of  course, 
that  one  problem  is  how  this  could  be  done  without  causing  undue  eco- 
nomic hardship  in  a  number  of  counties. 

Answer 

You  point  out  the  need  for  corrective  action  if  it  is  established  that, 
on  an  average,  locally  assessed  property  is  valued  for  tax  purposes  at 
only  about  one-half  of  the  corresponding  figure  for  state-assessed  prop- 
erty. With  this  vicAv  we  are  in  complete  accord. 

When  called  upon  to  construe  Section  14  of  Article  XIII  of  the  Cali- 
fornia Constitution  under  Avhich  this  board  is  given  the  duty  of  assess- 
ing certain  property  for  purposes  of  local  taxation,  the  courts  held  that 
this  section  contemplates  that  state-assessed  and  locally  assessed  prop- 
erty shall  bear  the  same  burden  of  taxation  in  proportion  to  value. 
Since  the  tax  rates  are  the  same  the  burden  cannot  be  the  same  unless, 
on  the  whole,  the  valuations  entered  upon  the  tax  rolls  for  locally 
assessed  and  state-assessed  property  represent  the  same  proportion  of 
market  value.  Souther?!.  California  TelepJione  Co.  v.  Los  Angeles  County, 
45  Cal.  App.  2d  111  (1941). 

Initial  assessments  by  this  board  under  Section  14  were  made  in  1935. 
At  that  time  it  was  generally  believed  that  the  practice  of  county 
assessors  resulted  in  assessed  values  representing  50  percent  of  market 
value.  The  board  directed  its  staff  to  proceed  accordingly  in  the  prepa- 
ration of  the  state-assessed  roll;  it  also  acted  to  raise  or  lower  the 
locally  assessed  roll;  in  those  counties  where  it  found  that  the  50  per- 
cent standard  was  not  being  observed. 
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As  a  result  of  such  aotioii  in  1935,  followed  by  other  iutercounty 
equalization  orders  in  1936  and  1937,  it  seemed  reasonable  to  conclude 
that  the  objective  of  equality  between  the  assessments  on  the  local  rolls 
and  the  board  rolls  was  being  realized.  Shortly  thereafter,  however,  the 
economy  of  California  was  subject  to  drastic  change.  National  defense 
and  the  Avai-  effort  brought  phenomenal  growth.  Property  values  were 
affected  to  an  astounding  degree.  All  of  this  occurred  at  a  time  when 
the  assessors  were  experiencing  great  difficulty  in  carrying  on  their  work 
because  of  the  lack  of  skilled  assistants.  Although  the  board  was  con- 
fronted by  similar  problems,  the  nature  of  its  assignment  was  such  that 
the  difficulties  encountered  were  not  so  acute. 

In  the  course  of  the  years  following  1938,  there  was  reason  to  believe 
that,  as  a  result  of  these  conditions,  the  assessment  practices  of  the 
county  assessors  and  the  board  were  drifting  apart.  Lack  of  manpower 
and  uncertainties  incident  upon  the  rapidly  changing  economy  made  it 
extremely  difficult  to  determine  accurately  what  had  occurred.  Legisla- 
tion was  enacted  in  1949  (Chap.  1466)  requiring  the  board  to  make  sur- 
veys in  each  county  to  determine  the  relationship  between  the  total 
value  of  locally  assessed  tangible  property  entered  upon  the  roll  and 
the  corresponding  market  value. 

"When  the  first  survey  of  this  type  was  completed,  the  results  indi- 
cated that  the  assessment  practices  of  the  county  assessors  and  the 
board  were  substantially  at  variance.  On  the  basis  of  such  findings 
immediate  and  complete  equalization  between  state  assessments  and 
those  made  locally  would  have  involved  drastic  downward  revision  of 
the  former  with  corresponding  reduction  in  the  total  value  of  property 
entered  upon  tax  rolls.  Since,  in  many  areas,  state-assessed  parcels  con- 
stitute a  substantial  part  of  the  property  subject  to  local  taxation,  these 
changes  in  assessed  values  threatened  to  prove  extremely  disruptive. 
Quite  naturally,  no  one  wished  to  take  the  responsibility  for  such  a 
result. 

In  view  of  the  sharply  differing  opinions  expressed  as  to  assessment 
practices,  the  board  has  felt  that  it  would  be  inadvisable  for  it  to  change 
its  instructions  to  its  staff*  until  such  time  as  an  impartial  survey  of  the 
situation  could  be  completed  under  legislative  sanction.  If  your  com- 
mittee concludes  that  state  assessments  are  in  fact  substantially  higher 
in  proportion  to  market  value  than  local  assessment,  we  believe  that 
plans  should  be  made  to  remedy  this  situation  with  minimum  disturb- 
ance to  the  local  tax  base. 

This  corrective  action  might  well  follow  the  pattern  under  which  the 
differences  in  assessment  practices  developed.  As  we  have  indicated, 
this  seems  to  have  been  a  matter  of  gradual  change  occurring  for  the 
most  part  during  a  10-year  period  beginning  in  1939.  If  elimination  of 
inequity  could  be  achieved  on  a  gradual  basis  during  a  like  period  that 
would  seem  preferable  to  any  drastic  change.  Reduction  in  the  ratio 
of  assessed  value  to  market  value  of  state-assessed  property  might  be 
accomplished  at  a  rate  not  exceeding  2  percentage  points  in  any  year. 

We  recognize  that  such  a  plan  could  be  subject  to  criticism  as  pro- 
longing inequality  of  assessments,  but  we  believe  that  state  assessees 
realize  that  sudden  and  sharp  reductions  of  their  assessments  for  local 
tax  purposes  would  be  fraught  with  undesirable  consequences  for  all 
concerned.  Serving  the  public  as  they  do,  these  taxpayers  have  a  strong 
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interest  in  maintaining  a  stable  condition  in  local  government.  This 
may  well  warrant  their  acceptance  of  a  plan  for  equalization  of  their 
property  tax  burdens  by  means  of  gradual  reduction  of  assessment 
ratios  in  preference  to  sharp  cuts  i-edneing  the  local  tax  base  disas- 
trously in  many  areas. 

Legislation  spelling  out  such  a  program  of  equalization  accomplished 
on  a  gradual  basis  has  been  introduced  heretofore  but  not  enacted. 
There  may  be  a  more  desirable  way  of  achieving  the  same  objective.  The 
committee  will  be  making  its  report  early  next  year.  If  that  report  indi- 
cates that  there  is  need  for  downward  adjustment  of  the  percentage  of 
market  value  represented  by  the  assessed  value  of  property  on  the  board 
rolls  and  contains  a  recommendation  that  this  reduction  be  accom- 
plished gradually,  we  would  be  prepared  to  regard  this  as  a  basis  upon 
which  we  might  proceed  in  effecting  equalization  through  appropriate 
administrative  action. 

Although  need  for  remedial  action  would  be  a  matter  of  legislative 
record,  there  would  be  no  specific  legislation  which  might  invite  the 
attack  of  a  state  assessee  unsympathetic  with  such  a  plan.  At  the  same 
time,  we  would  have  committee  guidance  on  a  matter  of  policy  in  an 
area  where  you  have  been  making  detailed  studies  under  legislative 
direction. 

3.     INTRACOUNTY  EQUALIZATION 
Question 

We  would  like  to  have  your  views  as  to  whether  there  is  good  equal- 
ization within  counties  as  between  various  classes  and  types  of  property 
and  as  between  individual  properties.  If  you  feel  there  is  not  adequate 
equalization  we  would,  of  course,  like  your  recommendations  for  reme- 
dial action. 

Answer 

Under  the  California  Constitution  (Section  9,  Article  XIII)  as  in- 
terpreted by  the  Supreme  Court,  intracounty  equalization  is  not  the 
immediate  responsibility  of  the  State  Board  but  of  county  boards  of 
equalization.  Wells  Fargo  &  Go.  v.  State  Board  of  Equalization,  56  Cal. 
194  (1880).  In  our  advisory  work  with  county  assessors,  as  well  as  in 
our  analysis  of  their  practices  for  purposes  of  intercounty  equalization, 
we  are  afforded,  however,  an  opportunity  to  gain  considerable  knowl- 
edge of  the  degree  of  equity  achieved  in  the  preparation  of  local  assess- 
ment rolls  in  the  several  counties. 

On  the  basis  of  information  thus  obtained  we  believe  that,  in  general, 
intracounty  equalization  in  California  is  reasonably  good,  despite  indi- 
cations of  areas  where  substantial  improvement  would  be  desirable. 
In  our  opinion,  the  means  available  to  us  for  promoting  intracounty 
equalization  have  been  used  effectively  to  that  end  during  the  past 
several  years.  There  is  more  to  be  done,  but  with  the  co-operation  of 
the  Legislature  we  believe  that  it  should  be  possible  to  meet  the  need 
for  improvement. 

In  surveys  conducted  pursuant  to  Sections  15640  to  15645  of  the 
Government  Code  we  have  reviewed  the  workload  of  the  county  assessor 
in  each  of  the  58  counties.  On  the  basis  of  these  surveys  recommenda- 
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tions  have  been  made  for  improvement  of  procedures  and  practices. 
County  supervisors  and  other  officials  directly  concerned  have  been 
furnished  with  copies  of  these  reports,  and  conferences  have  been  held 
V7ith  respect  thereto  in  the  several  county  seats.  As  a  result  assessors' 
offices  are  better  equipped  and  better  staffed  than  they  would  have 
been  without  this  type  of  advisory  service. 

As  comparisons  are  developed  between  the  assessed  and  appraised 
values  of  iDroperties  selected  in  the  several  counties  for  the  purpose  of 
sampling  assessment  practices,  these  data,  as  well  as  all  other  data  per- 
taining to  the  intercounty  equalization  process,  are  made  available  to 
the  assessors  concerned.  Dispersion  charts  developed  from  such  infor- 
mation afford  valuable  guides  in  pointing  to  areas  in  which  equaliza- 
tion may  be  improved.  Since  the  information  is  developed  as  a  by- 
product of  our  inter-county  equalization  work,  it  can  be  furnished  to 
the  counties  with  only  slight  additional  cost.  It  is,  we  are  confident,  a 
valuable  aid  to  the  assessors. 

Through  the  advisory  and  instructional  work  of  our  Division  of 
Assessment  Standards,  we  are  able  to  provide  assessors  with  expert 
help  in  achieving  equalization  within  their  counties  at  a  cost  to  the 
State  that  is  much  less  than  would  have  to  be  met  by  the  several  coun- 
ties should  the  work  be  undertaken  by  them  on  an  individual  basis.  We 
are  convinced  that  this  work  is  most  effective,  but  we  are  plagued  by 
the  fact  that  we  do  not  have  sufficient  staff  to  meet  the  urgent  needs 
of  the  assessors  for  this  type  of  help.  A  more  nearly  adequate  budget 
has  been  proposed  for  this  purpose;  we  hope  that  we  may  have  the 
support  of  your  Committee  in  securing  these  funds  which  are  essential 
to  bring  about  prompt  and  substantial  improvement  in  intracounty 
equalization. 

In  our  opinion,  much  improvement  in  intracounty  equalization  has 
been  accomplished  through  our  efforts  along  the  lines  described.  It 
must  be  conceded  that  progress  has  not  been  uniform  and  that  much 
remains  to  be  done  before  we  would  be  warranted  in  concluding  that  a 
thoroughly  effective  effort  is  being  made  toward  achieving  equalization 
of  property  tax  assessments  within  every  county  of  the  State.  Despite 
our  advice,  some  assessors  cling  to  methods  or  policies  which  are  not 
conducive  of  equalized  rolls.  Fortunatel.y  the  trend  is  toward  better 
procedures,  and  we  believe  that  situations  of  this  type  will  soon  become 
rare.  In  other  instances,  assessors  have  been  hampered  in  their  efforts 
to  equalize  the  rolls  because  of  lack  of  sufficient  funds  to  meet  the 
demands  of  the  work.  Here,  too,  we  find  a  growing  willingness  on  the 
part  of  county  officials  to  accept  suggestions  for  improvement  in  assess- 
ment practices. 

In  fairness  to  county  authorities  it  should  be  observed  that  they  are 
confronted  with  unremitting  pressures  for  expenditures.  Quite  nat- 
urally they  are  impelled  to  proceed  cautiously  in  increasing  their  out- 
lay for  property  tax  administration.  There  is,  however,  a  growing 
awareness  of  the  substantial  revenue  benefits  to  be  had  from  better 
equalization,  and  we  are  encouraged  to  believe  that  instances  of  failure 
to  provide  adequately  for  the  assessor  and  his  staff  will  no  longer  com- 
plicate the  achievement  of  sound  property  taxation. 

Our  contact  with  the  work  of  the  assessors  convinces  us  that  they  are 
under  severe  handicaps  because  the  statutory  methods  now  provided 
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for  the  administration  of  personal  property  taxes  are  inappropriate 
for  modern  use.  This  means  that  assessors  are  finding  it  difficult,  if  not 
impossible,  to  maintain  well  equalized  assessments  of  tangible  person- 
alty, particularly  such  as  falls  within  the  category  of  business  prop- 
erty. The  antiquated  law  on  the  subject  needs  to  be  overhauled  to 
correct  gross  inequities. 

Fortunately,  the  Legislature  is  empowered  to  take  corrective  action 
by  which  personal  property  tax  administration  may  be  modernized. 
We  believe  that  the  local  officials  concerned  are  considering  remedial 
proposals  which  they  will  soon  be  prepared  to  submit  to  you.  We  shall 
be  happy  to  co-operate  in  any  way  possible  toward  furtherance  of  the 
objective  of  bringing  the  law  respecting  the  taxation  of  tangible  per- 
sonalty more  nearly  into  conformance  with  modern  conditions.  As  soon 
as  the  Legislature  acts  along  such  lines  under  Section  14  of  Article 
XIII  of  the  Constitution,  we  confidently  expect  that  this  will  result 
in  a  major  imj)rovement  in  intracounty  equalization. 

4.     POSSIBLE  CHANGES  IN  ASSESSING  AGENCIES 
Question 

There  are  numerous  suggestions  that  some  property  now  assessed 
locally  should  be  assessed  by  the  board  and,  vice  versa,  that  some  prop- 
erty now  assessed  by  the  board  should  be  assessed  locally.  We  would  like 
your  views  and  recommendations  on  what  types  of  properties  should  be 
locally  assessed  and  what  types  should  be  assessed  by  the  board. 

Answer 

Basically,  we  think  that  the  present  division  of  property  as  locally 
assessed  and  state  assessed  is  sound.  As  you  know,  this  division  is 
established  by  an  amendment  made  to  Section  14  of  Article  XIII  of 
the  Constitution  in  1933  providing  for  state  assessment  of  intercounty 
pipelines  and  canals  and  of  all  property  owned  or  used  by  five  specified 
types  of  companies  commonly  designated  as  public  utilities. 

Experience  since  1933  has  convinced  us,  however,  that  the  public 
interest  would  be  promoted  by  some  change  in  the  coverage  of  this  con- 
stitutional provision.  The  suggested  revisions  of  the  law  follow  in  brief 
outline. 

We  think  that  the  Constitution  might  well  be  amended  to  eliminate 
from  state  assessment  "pipleliiies,  flumes,  canals,  ditches  and  aque- 
ducts not  entirely  within  the  limits  of  any  one  county."  The  California 
Supreme  Court  has  ruled  that  it  is  our  duty  under  the  provisions  of 
Section  14  to  assess  all  intercounty  oil  pipelines,  whether  such  prop- 
erty is  used  for  private  or  public  utility  purposes.  General  Pipe  Line 
Co.  of  Cal.  V.  State  Board  of  Equalization,  5C.  2d  253  (1936).  In 
most  instances  such  pipelines  are  owned  by  oil  companies  as  a  part  of 
their  principal  activity  of  producing  and  marketing  petroleum  prod- 
ucts. This  means  that  it  is  not  feasible  for  us  to  arrive  at  a  valuation 
of  the  pipelines  by  the  unit  appraisal  method  commonly  employed  with 
respect  to  public  utility  properties.  In  practically  every  case  we  are 
assessing  only  a  portion  of  the  property  owned  by  the  taxpayer.  This 
is  a  source  of  frequent  difficulty  in  determining  whether,  between  our 
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assessing  and  that  done  by  the  local  assessor,  all  of  a  taxpayer's  prop- 
erty is  entered  upon  the  assessment  rolls. 

Almost  always  the  companies  concerned  own  substantial  amounts  of 
other  property  in  the  counties  where  their  pipelines  are.  Allocation 
of  the  pipeline  values  between  the  counties  could  be  handled  effectively 
along-  with  the  rest  of  the  assessing  duties  performed  by  the  local  of- 
ficials in  connection  with  the  properties  of  these  companies.  Thus  we 
believe  that  this  part  of  Section  14  has  involved  us  in  assessment  duties 
that  could  better  be  handled  by  county  assessors. 

Another  phase  of  the  existing  law  that  has  been  the  source  of  some 
difficulty  is  the  requirement  that,  in  addition  to  property  owned  by 
the  utilities,  property  used  by  them  shall  be  state  assessed.  As  applied 
to  garages,  warehouses  and  similar  properties  owned  by  individuals  and 
leased  by  them  to  utilities,  state  assessment  creates  complications  which 
lead  us  to  believe  that  it  would  be  preferable  if  such  holdings  were 
locally  assessed.  On  the  other  hand,  there  are  instances  of  utility  use  of 
property  owned  by  affiliates  or  subsidiaries  in  which  the  practice  of 
assessing  the  property  to  the  operating  company  seems  the  best  pro- 
cedure. If  some  means  could  be  devised  to  distinguish  in  the  law  be- 
tween situations  of  the  first  type  and  those  last  mentioned,  we  think 
that  it  would  be  desirable  to  eliminate  the  state  assessment  of  properties 
rented  from  individuals  by  utilities. 

From  time  to  time  it  has  been  suggested  that  distinction  should  be 
drawn  between  operative  and  nonoperative  utility  properties  with  state 
assessment  only  of  the  former.  We  do  not  believe  that  this  would  be 
an  improvement  in  the  law.  Experience  in  other  states  where  state 
assessment  is  determined  by  whether  or  not  the  utility  property  is  oper- 
ative indicates  that  considerable  difficulty  is  encountered  in  classifying 
the  property  along  these  lines.  As  a  result  questions  frequently  arise  as 
to  whether  certain  property  shall  be  state  assessed  or  locallj^  assessed. 
We  think  it  better  that  one  assessing  agency  should  assess  all  the  prop- 
erty owned  by  the  utility,  regardless  of  its  operative  or  nonoperative 
character. 

There  are  two  areas  in  which  there  is  reason  to  believe  that  extension 
of  state  assessments  would  be  desirable.  These  relate  to  the  properties 
of  companies  engaged  in  air  transport  and  of  water  companies.  We 
think  it  obvious  that  if  air  transport  had  been  developed  to  the  degree 
that  it  now  is  when  Section  14  was  amended  in  1933  to  provide  for 
state  assessment,  properties  of  such  companies  would  have  been  included 
along  with  the  other  utilities  enumerated  in  this  section.  Through  the 
years  it  has  been  increasingly  apparent  also  that  water  companies 
functioning  as  public  utilities  have  characteristics  that  make  their 
properties  better  adapted  to  state  than  local  assessment. 

This  is  not  to  imply  that  local  assessors  have  failed  to  deal  effectively 
with  the  assessment  of  airlines  and  water  companies.  We  have  observed, 
however,  that  as  air  transport  has  grown  the  work  involved  in  arriving 
at  the  valuation  of  properties  in  this  industry  has  become  increasingly 
of  a  type  that  lends  itself  to  central  assessment.  Our  sister  states  on 
the  Pacific  Coast,  Oregon  and  Washington,  as  well  as  a  number  of 
states  in  other  parts  of  the  country  have  adopted  state  assessment  of 
airlines,  and  we  believe  that  California  would  be  well  advised  to  con- 
sider similar  action. 
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"Water  companies  present  unusually  difficult  valuation  problems  to 
local  assessors  who  frequently  have  need  of  our  aid  in  gathering  infor- 
mation regarding  these  properties  from  such  sources  as  the  Public 
Utilities  Commission.  We  are  happy  to  afford  this  service  to  the  asses- 
sors, but  we  are  inclined  to  believe  that  their  time  might  better  be 
devoted  to  other  valuation  problems  with  a  transfer  of  this  type  of 
assessment  to  the  same  roll  upon  which  other  utility  properties  are 
entered.  The  amount  of  effort  that  must  now  go  into  accurate  local 
assessments  of  water  companies  is  disproportionate  to  the  results,  and 
we  think  that  efficiency  and  economy  would  be  promoted  through  cen- 
tral assessment  of  such  holdings. 

Just  as  the  years  seem  to  have  demonstrated  the  desirability  of  trans- 
ferring water  company  assessments  to  the  state  roll,  we  think  that 
developments  indicate  the  desirability  of  transferring  express  company 
assessments  to  local  rolls.  Under  current  conditions  there  is  relatively 
little  express  company  property  to  assess.  It  is  of  a  type  that  could  be 
added  quite  readily  to  the  coverage  made  by  local  assessors,  and  its 
elimination  from  the  state-assessed  category  would  enable  us  to  devote 
the  time  of  our  staff  to  activities  in  which  their  special  knowledge  of 
utility  operations  could  be  more  profitably  utilized. 

5.     DISCLOSURE  OF  ASSESSMENT  RATIOS 
Question 

There  appears  to  be  need  for  a  formal  policy  on  the  disclosure  of 
information  about  assessment  levels.  We  have  in  mind  the  information 
about  the  board's  findings  of  assessment  levels  for  the  State  as  a  whole 
and  by  counties.  A  second  part  is  the  level  of  the  board's  assessment 
of  utility  property.  We  also  have  in  mind  the  information  that  county 
assessors  may  have  about  their  own  assessment  levels.  We  would  like 
to  have  your  plans  and  your  recommendations  of  any  legislation  that 
might  be  required. 

Answer 

As  you  point  out,  in  order  that  we  may  perform  our  duty  of  inter- 
county  equalization,  it  is  essential  for  us  to  reach  conclusions  annually 
concerning  the  average  relationship  between  assessed  values  and  market 
values  of  tangible  property  entered  upon  local  rolls  in  each  county  and 
in  the  State  as  a  Avhole.  Our  inclination  is  to  make  these  findings  a  mat- 
ter of  public  record. 

Publication  of  the  statewide  average  would  seem  to  be  required  in 
the  interests  of  promoting  uniformity  of  assessment  practices.  To  the 
extent  that  eountywide  averages  may  be  found  to  differ  substantiallv 
from  the  average  for  the  State  as  a  whole  there  is  a  clear  obligation  for 
us  to  take  corrective  action.  When  this  has  been  done,  the  differences 
between  the  assessment  ratios  for  the  entire  State  and  a  specific  countv 
should  not  be  significant.  Publication  of  such  differences  as  do  exis'^t 
after  equalization  has  been  questioned  as  of  no  practical  value  and  as 
apt  to  provoke  controversy  over  individual  variations  from  the  an- 
nounced assessment  ratio  for  a  county. 

In  the  final  analysis,  we  think  that  the  important  factor  is  the  state- 
wide assessment  ratio.  If  that  is  generally  known  and  if  we  are  pre- 
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pared  to  follow  through  with  corrective  action  whenever  assessments  in 
a  county  do  not  conform  reasonably  thereto,  announcement  of  the  ratio 
for  each  county  w'ould  not  appear  to  servo  a  substantially  useful  pur- 
pose. 

Our  conclusions  are  reached  in  July  of  each  year  at  a  time  when  it 
is  too  late  for  them  to  have  a  bearing  on  intracounty  equalization  for 
that  year.  Should  it  appear  that  the  ratio  for  the  county  varies  from 
the  statewide  average  somewhat,  but  not  enough  to  warrant  an  order 
raising  or  lowering  all  of  the  assessments  upon  the  local  roll,  that 
circumstance  is  chiefly  of  interest  to  the  assessor  in  guiding  his  action 
for  the  ensuing  year.  Hence  it  has  been  our  practice  to  inform  each 
assessor  of  the  finding  with  respect  to  his  county,  but  we  have  not  felt 
that  publication  of  a  table  of  ratios  for  all  counties  would  be  required 
to  achieve  the  co-operation  of  assessors  in  promoting  a  higher  degree  of 
intercounty  equalization. 

When  county  assessors  are  successful  in  achieving  equalization  of 
values  within  their  respective  jurisdictions,  -we  think  that  it  is  unim- 
portant to  them  whether  or  not  the  assessment  ratios  for  their  respective 
counties  are  published.  Nor  do  we  believe  that  such  publication  would 
promote  intracounty  equalization  any  more  effectively  than  general 
knowledge  of  the  statewide  ratio  of  assessed  to  market  values.  This 
impels  us  to  the  conclusion  that  the  question  of  whether  or  not  indi- 
vidual county  ratios  should  be  published  is  one  of  policy  for  legislative 
determination  and  is  not  a  matter  that  has  a  direct  bearing  upon  the 
effectiveness  of  administrative  efforts  to  achieve  assessments  that  have  a 
uniform  relationship  to  value. 

Insofar  as  the  relationship  between  state  assessments  and  the  ap- 
praisals of  our  staff  are  concerned,  we  have  consistently  made  this  a 
matter  of  public  information.  We  see  no  occasion  to  treat  this  relation- 
ship in  any  other  way,  although  it  must  be  recognized  that  to  the 
extent  that  our  practice  differs  substantially  from  the  prevalent  prac- 
tice of  assessors,  need  for  revision  of  Avhat  we  are  doing  may  be  indi- 
cated. As  explained  in  our  answer  to  your  second  question,  we  believe 
that  gradual  adjustments  are  to  be  preferred  to  any  drastic  changes 
along  such  lines.  Even  so,  we  see  no  reason  why  what  w^e  are  doing 
should  not  be  made  known. 

Since  the  method  employed  by  our  staff  in  appraising  state-assessed 
properties  is  an  open  book,  we  feel  no  need  for  provisions  of  the  code 
making  confidential  some  of  the  data  used  in  that  process.  In  this  con- 
nection the  Legislature  may  wish  to  amend  the  law  so  that  county 
assessors  and  the  board  will  have  mutual  rights  of  access  to  all  prop- 
erty statements  and  appraisal  data  in  the  files  respectively  of  the  board 
and  the  assessors,  thereby  promoting  co-ordination  of  their  efforts  to 
produce  assessments  that  are  uniform  in  relation  to  value. 

6.     ADEQUACY  OF  APPELLATE  PROCEDURES 
Question 

The  whole  question  of  administrative  and  judicial  appeals  has  been 
of  considerable  interest  to  the  persons  who  have  met  with  committee 
members  and  staff.  Some  persons  feel  that  the  present  appeals  machin- 
ery quite  well  serves  the  purpose.  Other  persons,  in  contrast,  are  critical 
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of  the  appeals  machinery,  some  persons  of  that  at  the  local  level,  others 
of  that  at  the  state  level.  The  principal  criticism  of  appeal  at  the 
state  level  has  been  that  the  board  must  hear  appeals  from  its  own 
initial  decisions.  A  nnmber  of  persons  have  expressed  the  opinion  that 
there  should  be  a  board  of  tax  appeals  and  some  persons  have  coupled 
this  with  the  thought  that  the  major  portion  of  the  present  board's 
work  should  be  handled  by  an  administrative  department  rather  than 
a  board.  Still  other  persons  feel  that  appeals  to  the  courts  is  difficult 
at  present.  We  would,  therefore,  like  to  have  your  views  and  recom- 
mendations on  this  whole  subject  of  appeals. 

Answer 

As  we  are  sure  that  the  committee  is  aware,  California  is  now  facing 
a  period  in  its  history  in  which  there  will  be  vital  need  for  the 
uninterrupted  and  efficient  collection  of  revenues.  Under  these  circum- 
stances it  is  obvious  that  changes  in  our  present  system  of  tax  adminis- 
tration should  be  made  only  in  response  to  demonstrated  need.  This  is 
no  time  for  experimentation  which  could  result  in  disruption  of  prac- 
tices and  procedures  that  have  made  our  revenue  structure  outstanding 
for  its  productivity  and  efficiency. 

You  indicate  that  the  opinion  has  been  expressed  that  there  should 
be  a  board  of  tax  appeals  so  that  this  board  will  not  be  required  to 
pass  upon  its  own  initial  decisions.  You  add  that  others  have  suggested 
that  the  major  part  of  our  present  responsibility  should  be  assigned 
to  a  department  headed  by  a  director  who,  we  assume,  would  be  a 
gubernatorial  appointee.  We  do  not  believe  that  either  of  these  sug- 
gestions is  well  founded. 

In  states  whose  tax  administrators  serve  under  executive  appoint- 
ment there  has  not  been  the  same  continuity  of  leadership  that  has 
prevailed  here.  In  California  the  board,  as  an  entity  of  five  elective 
members,  has  been  responsible  directly  to  the  people  for  its  own  de- 
cisions. It  has  had  like  responsibility  for  the  maintenance  of  a  compe- 
tent and  experienced  staff  to  handle  the  administrative  work  in  a 
manner  meriting  the  confidence  of  the  taxpaying  public.  There  can 
be  no  doubt  that  through  the  years  this  board  has  furnished  a  desirable 
continuity  and  stability  in  the  administration  of  revenue  laws. 

In  actual  practice,  the  members  of  this  board  do  not  pass  upon 
their  initial  decisions  when  they  consider  petitions  of  taxpayers  for 
redetermination  of  liability.  The  volume  of  our  work  is  such  that 
responsibility  for  initiating  tax  determinations  must  be  delegated  to 
our  staff  operating  under  rules  and  policies  laid  down  by  us.  If  the 
taxpayers  believe  that  the  staff  has  misinterpreted  the  facts  or  the 
application  of  the  law,  the  avenue  is  always  available  for  board  review. 
Every  taxpayer  thus  has  an  opportunity  to  bring  to  the  direct  attention 
of  his  elected  representatives  the  way  in  which  the  administrative 
processes  of  taxation  are  being  handled. 

Composed  of  elected  members  who  are  directly  responsible  to  their 
constituents,  this  board  exercises  an  independence  of  judgment  essen- 
tial to  sound  tax  administration  and  the  protection  of  the  rights  of 
taxpayers.  There  is  no  reason  to  believe  that  a  review  of  its  determina- 
tions by  an  appointive  board  of  tax  appeals  would  improve  the  admin- 
istrative processes.  Instead,  it  must  be  anticipated  that  creation  of  any 
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such  agency  would  result  in  unproductive  duplication  of  effort  and 
unnecessary  expense. 

In  the  final  analysis,  taxpayers'  rights  will  be  best  protected  at  the 
administrative  level  througli  access  to  a  board  such  as  ours  whose  mem- 
bers are  directly  accountable  to  the  people.  We  have  so  organized  our 
work  that  we  are  enabled  to  examine  the  problems  of  individual  state 
taxpayers  objectively  and,  at  the  same  time,  give  sufficient  guidance  to 
our  staff  to  produce  a  type  of  tax  administration  that  is  responsive  to 
our  policies  and  practices.  We  lay  no  claim  to  perfection  in  our  work, 
but  we  believe  that  we  may  point  with  warranted  pride  to  the  fact 
that  in  litigation  respecting  our  tax  determinations  we  have  been  sus- 
tained by  the  courts  in  the  vast  majority  of  cases. 

If  there  is  need  for  additional  opportunity  for  taxpayers  to  have 
their  liabilities  passed  upon  following  our  action,  we  believe  that  this 
ma}^  best  be  met  by  providing  procedures  designed  to  afford  prompt 
examination  of  what  we  have  done  in  a  court  of  law.  It  is  in  such  a 
tribunal  that  the  most  satisfactory  protection  of  the  rights  of  a  tax- 
payer may  be  found  when  he  questions  our  determination  of  his  lia- 
bility to  the  State.  We  do  not  believe  that  the  creation  of  a  nonjudicial 
intermediate  appellate  agency  can  be  justified. 

Because  of  the  short  period  afforded  for  intracounty  equalization  pro- 
ceedings, the  complications  inherent  in  property  evaluation,  and  the 
multiplicity  of  duties  of  members  of  local  equalization  boards,  the  ade- 
quacy of  the  pertinent  law  has  been  questioned.  Since  the  resultant 
taxes  are  used  to  support  local  government,  and  since  intracounty 
equalization  is  not  regarded  as  a  state  function  under  the  California 
Constitution,  we  believe  that  the  views  of  local  officials  with  respect  to 
these  questions  would  prove  more  helpful  to  the  committee  than  ours. 

If  the  committee  should  conclude  that  need  for  change  exists,  we 
should  like  to  urge  that  you  do  not  overlook  the  importance  of  protect- 
ing local  revenues  from  uncertainties  generated  by  procedures  tending 
to  encourage  unwarranted  objections  to  the  assessing  process.  Taxpayers 
are  most  certainly  entitled  to  adequate  review  of  the  basis  for  their 
liabilities.  We  are  constrained  to  observe,  however,  that  some  of  the 
changes  in  the  assessment  review  processes  suggested  in  recent  years 
afford  little  or  no  protection  from  wholesale  attacks  on  the  local  tax 
base.  We  are  confident  that  the  committee  will  agree  when  we  say  that 
it  should  be  possible  to  safeguard  the  rights  of  the  taxpaj^ers  without 
endangering  sound  fiscal  management  for  local  governments. 


APPENDIX  K 

LETTER   FROM  THE   PRESIDENT  OF  THE   PUBLIC   UTILITIES 

COMMISSION   RELATIVE   TO   THE   EFFECT  OF   CHANGES 

IN   PROPERTY  TAXES   UPON   UTILITY   RATES 

Public  Utilities  Commission 
San  Francisco  2,  August  7,  1958 
Hon.  Glenn  E.  Coolidge 

Member,  California  Legislature 
Chairman,  Joint  Interim  Committee 

on  Assessment  Practices 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Coolidge  :  This  is  in  reply  to  your  letter  of  August  4,  1958, 
in  which  you  request  a  statement  as  to  the  effect  of  changes  in  property 
taxes  upon  utility  rates. 

All  taxes  paid  by  a  public  utility  are  included  as  an  operating  ex- 
pense. This  applies  to  income  taxes.  State  franchise  taxes,  franchise 
taxes  paid  to  cities  and  counties  and  to  ad  valorem  taxes  on  property. 
This  allowing  of  taxes  as  a  legitimate  expense  item  in  the  cost  of  doing 
business  applies  to  all  utilities — telephone  and  telegraph,  gas,  electric, 
water  and  all  phases  of  the  regulated  transportation  industry,  including 
railroads. 

Since  taxes  are,  under  the  law,  a  legitimate  business  expense,  the 
amount  of  taxes  paid  by  a  utility  does  have  a  direct  bearing  in  the  fix- 
ing of  costs  of  the  utility  and  thus  in  the  fixing  of  rates  the  utility  is 
authorized  to  charge  for  its  services. 

Because  taxes  are  a  legitimate  business  expense,  they,  like  all  other 
legitimate  business  expenses,  are  reflected  in  the  rates  (passed  along 
to  consumers).  It  is  basic,  therefore,  that  the  higher  the  taxes,  the 
higher  the  rates,  and  conversely,  the  lower  the  taxes,  the  lower  the 
rates.  I  must  invite  your  attention,  however,  to  the  fact  that  general 
rate  increases  are  not,  under  normal  circumstances,  granted  each  year. 
As  a  matter  of  fact,  most  of  the  larger  utilities  ask  for  general  rate 
increases  once  every  two  to  four  or  five  j^ears.  The  amount  of  taxes 
paid  in  the  interim  between  rate  increases  have  no  direct  effect  on  the 
rates  already  in  existence.  It  is  only  when  rates  are  being  changed  that 
the  tax  factor  figures.  The  expense  allowance  for  ad  valorem  taxes  paid, 
usually,  equals  the  amount  of  ad  valorem  taxes  paid  by  a  utility  for 
the  year  preceding  the  authorization  of  the  new  rates.  For  example: 
were  a  utility  to  file  a  rate  application  today,  the  ad  valorem  taxes 
that  the  utility  pays  during  the  fiscal  year  1958  would  be  the  amount 
of  tax  expense  allowed  in  the  rate  case.  After  the  rates  were  authorized 
and  put  into  effect  an  increase,  or  a  reduction,  in  ad  valorem  taxes 
would  have  no  effect  on  the  then  existing  rates,  but  would  be  taken 
into  consideration  only  at  the  next  rate  hearing. 
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I  think  as  a  rule  of  thumb  wo  conkl  accept  the  statement  that  the 
utility  customer  does  paj-  the  utility  company's  taxes  through  his  rates 
or  if  not  all,  a  large  portion  of  those  taxes. 

I  feel  constrained  to  invite  your  attention  liowever  (o  the  fact  that  as 
the  tax  burden  upon  utilities  is  increased  and  the  rates  raised  to  absorb 
those  tax  increases,  tlie  differential  in  rates  charged  by  an  investor- 
owned  utility  and  a  publicly  owned  utility,  which  pays  no  taxes,  either 
ad  valorem  or  income  or  franchise,  widens,  and  thus  encourages  cities 
and  counties  to  enter  the  utility  business  in  competition  with  the  in- 
vestor-owned companies.  I  believe  this  is  the  reason  why  California 
utilities  oppose  increases  in  their  taxes,  ad  valorem  and  other.  They 
feel  that  the  increasing  tax  load  might  push  the  rates  they  have  to 
charge  up  beyond  the  point  of  no  return.  I  think  I  might  add  that, 
with  possibly  a  very  few  exceptions,  customers  of  publicly  owned  util- 
ities pay  a  part  of  their  utility  bills  in  the  form  of  taxes  on  their  own 
property.  By  this  I  mean  if  you  take  a  few  million  dollars  of  privately 
owned  utilities  off  the  assessment  rolls  by  converting  such  utilities  to 
public  ownership,  it  will  automatically  increase  the  tax  rate  of  that 
particular  community  in  order  to  produce  the  same  amount  of  revenues 
that  would  have  been  produced  had  the  utility  properties  remained  in 
investor-owned  hands  and  thus  on  the  tax  rolls. 

Insofar  as  the  railroads  are  concerned,  the  fixing  of  freight  rates  and 
passenger  fares  thereon  rests  largely  with  the  Interstate  Commerce 
Commission,  but  that  Commission  also  takes  taxes  into  account  in  estab- 
lishing rail  and  freight  rates  and  passenger  fares. 

Sincerely  yours, 

C.  Lyn  Fox,  President 


APPENDIX  L 

OPINIONS  OF  THE   LEGISLATIVE  COUNSEL   RELATIVE  TO   THE 
ASSESSMENT  OF   STATE-ASSESSED   PROPERTY 

S.  B.  415,  AS  AMENDED  MAY  10,   1957-PROPERTY  TAXATION, 

ASSESSMENT  OF  STATE-ASSESSED  PROPERTY  AT  LESS 

THAN  MARKET  VALUE-NO.  12658 

State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  California,  May  14,  1957 

Honorable  F.  Presley  Abshire 
Senate  Chamber 

Dear  Senator  Abshire  : 

Quesiion 

You  have  inquired  as  to  the  constitutionality  of  Section  15  of  Senate 
Bill  No.  415,  as  amended  in  the  Senate  on  May  10,  1957.  The  section 
would  add  Section  1837  to  the  Revenue  and  Taxation  Code  to  require 
the  State  Board  of  Equalization  to  assess  public  utility  and  other  prop- 
erty required  to  be  assessed  by  it  at  the  same  percentage  of  the  market 
value  of  such  property  as  in  the  case  of  locally  assessed  property.  It 
would  limit  any  change  upward  or  downward  in  the  percentage  to  not 
more  than  two  points  in  any  one  year,  and  for  1968  and  thereafter 
would  further  limit  to  33^  percent  the  ratio  of  the  assessed  to  market 
value  of  state-assessed  property. 

Opinion 

On  the  basis  of  the  most  direct  expression  of  our  courts  on  the 
subject,  the  section  in  question  appears  to  be  inconsistent  with  the  State 
Constitution,  except  insofar  as  it  affects  personal  property. 

Analysis 

Section  14  of  Article  XIII  of  the  Constitution  reads  in  part : 

"All  pipe  lines,  flumes,  canals,  ditches  and  aqueducts  not  en- 
tirely within  the  limits  of  any  one  county,  and  all  property,  other 
than  franchises,  owned  or  used  by  (1)  railroad  companies  including 
street  railways,  herein  defined  to  include  interurban  electric  rail- 
ways, whether  operating  in  one  or  more  counties,  (2)  sleeping  car, 
dining  car,  drawing-room  car,  and  palace  car  companies,  refrig- 
erator, oil,  stock,  fruit  and  other  car-loaning  and  other  car  com- 
panies, operating  upon  the  railroads  in  the  State,  (3)  companies 
doing  express  business  on  any  railroad,  steamboat,  vessel  or  stage 
line  in  this  State,  (4)  telegraph  and  telephone  companies,  (5)  com- 
panies engaged  in  the  transmission  or  sale  of  gas  or  electricity, 
shall  be  assessed  annually  by  the  State  Board  of  Equalization,  at 
the  actual  value  of  such  property. 
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''AH  property  so  assessed  by  said  board  shall  be  subject  to  taxa- 
tion to  the  same  extent  and  in  the  same  manner  as  other  property. ' ' 

This  language  was  written  into  the  Constitution  in  1933  as  part  of 
the  so-called  "Riley-Stewart  Tax  Plan,"  one  purpose  of  which  was  to 
return  public  utility  property  "to  the  local  tax  rolls  there  to  be  taxed 
as  other  property  is  taxed"  after  being  assessed  by  the  State  Board  of 
Equalization  (see  StoekAveU's  "Studies  in  California  State  Taxation," 
p.  163).  The  reason  for  providing  for  the  assessment  of  such  property 
by  the  board  was  "to  assure  the  assessment  of  those  values  which  cling 
to  the  entire  property  as  a  unit,  and  in  order  to  assure  the  assessments 
of  the  same  type  of  property  at  uniform  value  throughout  the  State" 
{Souther7i  Califorriia  Telephone  Company  v.  County  of  Los  Angeles 
(1941),  45  Cal.  App.  2d  111,  123-124). 

Section  1  of  Article  XIII  of  the  Constitution  reads  in  part  as  follows : 
"All  property  in  the  State  except  as  otherwise  in  this  Constitu- 
tion provided,  not  exempt  under  the  laws  of  the  United  States, 
shall  be  taxed  in  proportion  to  its  value,  to  be  ascertained  as  pro- 
vided by  law,  or  as  hereinafter  provided." 

The  history  of  this  provision  can  be  traced  back  to  a  provision  in 
Section  13  of  Article  XI  of  the  1849  Constitution,  which  read:  "All 
property,  in  this  State,  shall  be  taxed  in  proportion  to  its  value,  to  be 
ascertained  as  directed  by  law.  *  *  *  " 

Until  the  adoption  of  the  "Riley-Stewart  Tax  Plan"  the  Legislature 
had  consistently  construed  ' '  value ' '  as  used  in  Section  1  of  Article  XIII 
of  the  present  (1879)  Constitution  and  in  Section  13  of  Article  XI  of 
the  1849  Constitution,  as  meaning  "full  cash  value"  (see  Stats.  1861, 
Ch.  401,  and  Pol.  C,  Sec.  3617)  ;  and  immediately  prior  to  the  adoption 
of  the  plan,  defined  both  terms  as  "the  amount  at  which  the  property 
would  be  taken  in  payment  of  a  just  debt  from  a  solvent  debtor"  (Pol. 
C,  Sec.  3617,  as  amended  by  Stats.  1909,  Ch.  609).  Moreover,  for  many 
years  prior  to  the  adoption  of  the  plan,  the  courts  had  interpreted  "full 
cash  value"  to  be  synonymous  with  "market  value"  {8an  Francisco 
National  Bank  v.  Dodge  (1904),  197  U.  S.  70;  and  see  Crocker  v. 
Scott  (1906),  149  Cal.  575,  and  City  of  Los  Angeles  v.  Wester7i  TJnion 
Oil  Company  (1911),  161  Cal.  204). 

Also  as  part  of  the  "Riley-Stewart  Tax  Plan,"  Section  12  of  Article 
XI  of  the  Constitvition  was  amended  by  the  addition  of  the  following 
language : 

"All  property  subject  to  taxation  shall  be  assessed  for  taxation 
at  its  full  cash  value.  *  *  *  " 

Section  12  of  Article  XI  had  previously  only  contained  provisions 
limiting  the  Legislature's  authority  in  regard  to  taxes  for  local  pur- 
poses, to  vesting  in  local  corporate  authorities  the  power  to  assess  and 
collect  taxes  for  such  purposes. 

Although  the  language  incorporated  in  Section  12  of  Article  XI  in 
1933  did  not  also  define  "full  cash  value,"  it  will  be  presumed  that  the 
term  as  used  in  the  section  has  the  same  meaning  that  it  had  when 
incorporated  {Northwestern  Mutual  Life  Insurance  Company  v.  Eoherts 
(1918),  177  Cal.  540). 
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Recently,  our  Supreme  Court  in  Be  Luz  Homes,  Inc.  v.  County  of  San 
Diego  (1955),  45  Cal.  2d  546,  561-562,  referred  to  the  several  sections 
of  the  Revenue  and  Taxation  Code  on  "full  cash  value"  formerly  in 
the  Political  Code,  considered  that  the  term  provided  "for  an  assess- 
ment at  the  price  that  property  would  bring  to  its  owner  if  it  were 
offered  for  sale  on  an  open  market  under  conditions  in  which  neither 
buyer  nor  seller  could  take  advantage  of  the  exigencies  of  the  other," 
stated  that  it  might  be  called  the  "market  value"  of  property,  and 
declared  that  it  was  a  standard  of  value  that  "must  be  used  in  the 
assessment  of  all  taxable  property.  *  *  *" 

"Actual  value,"  as  used  in  Section  14  of  Article  XIII  in  connection 
with  the  assessment  of  utility  and  other  property  by  the  State  Board  of 
Equalization,  has  not  been  defined  by  any  of  our  higher  courts.  We 
believe,  however,  that  if  they  are  ever  called  upon  to  do  so,  they  will 
construe  the  term  as  synonymous  with  "full  cash  value,"  In  support 
of  this  conclusion,  we  note  again  that  Section  14  was  rewritten  in  1933, 
pursuant  to  the  "Riley-Stewart  Tax  Plan,"  whose  purpose  in  part  was 
to  return  public  utility  property  ' '  to  the  local  tax  rolls  there  to  be  taxed 
as  other  property  is  taxed"  after  assessment  by  the  State  Board  of 
Equalization.  This  conclusion  is  also  consistent  with  the  declaration 
of  the  Supreme  Court  in  De  Luz  Homes,  Inc.  v.  County  of  Los  Angeles 
that  the  term  ' '  full  cash  value ' '  sets  forth  a  requirement  for  a  standard 
of  value  that  "must  be  used  in  the  assessment  of  all  taxable  property." 
It  is  also  in  accord  with  the  requirement  in  Section  14  of  Article  XIII 
that  all  property  assessed  by  the  board  "shall  be  subject  to  taxation  to 
the  same  extent  and  in  the  same  manner  as  other  property."  In  obvious 
reference  to  this  language,  the  court  said  in  Southern  California  Tele- 
phone Company  v.  County  of  Los  Angeles  (1941),  45  Cal.  App.  2d  111, 
114-115:  "We  may  start  with  the  premise  that  the  law  contemplates 
that  utility  property  and  common  property  bear  the  same  burden  of 
taxation  in  proportion  to  value." 

Since,  then,  under  our  construction  of  the  term  "actual  value"  in  con- 
nection with  the  assessment  of  property  by  the  State  Board  of  Equal- 
ization for  tax  purposes,  "full  cash  value"  or  "market  value"  is  the 
basis  of  valuation,  can  the  Legislature  provide  for  a  fractional  valuation 
of  such  property,  as  it  would  should  it  enact  S.  B.  415,  as  amended  on 
May  10,  1957  ? 

Apparently  a  bar  to  such  an  exercise  of  authority  is  Eisley  v.  Mohan 
(1948),  31  Cal.  2d  637.  In  that  case  the  court  considered  the  constitu- 
tionality of  former  Section  987  of  the  Revenue  and  Taxation  Code, 
which  read : 

"The  cash  value  of  a  possessory  interest  in  real  estate  of  the  Vet- 
erans Welfare  Board  is  the  following  percentage  of  the  cash  value 
of  the  property  during  the  following  periods  of  the  life  of  the  con- 
tract covering  sale  of  the  property : 

"(a)  Thirty  percent  during  the  first  quarter  period  of  the  life 
of  the  contract ; 

''(b)   Forty-five  percent  during  the  second  quarter  period; 

"(c)   Sixty-five  percent  during  the  third  quarter  period;  and 

"(d)   Eighty-five  percent  during  the  fourth  quarter  period." 
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The  possessory  interests  involved  were  those  of  veterans  in  propert}' 
being  purchased  for  them  by  the  State  pursuant  to  the  Veterans'  Farm 
and  Home  Purchase  Act  (M.  &  V.  C,  8ec.  800  and  following),  title, 
however,  remaining  in  the  State  for  security  purposes  until  the  comple- 
tion of  all  required  payments. 

Holding  that  Section  987  was  unconstitutional,  the  Supreme  Court 
stated  (at  p.  645)  : 

"*  *  *  But  the  Legislature  cannot  set  aside  the  constitutional 
provision  declaring  that  '  [a]  11  property  *  *  *  shall  be  taxed  in 
proportion  to  its  value'  *  *  *  by  requiring  the  assessment  of  prop- 
erty at  less  than  its  full  cash  value.  Section  987  is,  therefore, 
invalid  as  being  in  conflict  with  the  constitutional  provision. ' ' 

Before  Eislexj  v.  Mohan,  the  courts  had  evidently  countenanced  the 
practice  of  assessing  property  at  less  than  its  market  value  (e.g.,  Bit- 
tershacher  v.  Board  of  Supervisors  of  Los  Angeles  County  (1934),  220 
Cal.  535;  Southern  California  Telephone  Company  v.  County  of  Los 
Angeles,  above,  at  pp.  126-127).  In  none  of  the  eases,  however,  was  there 
any  issue  as  to  the  propriety  of  the  practice.  The  question  almost  invari- 
ably was  whether  the  action  of  the  assessor  or  board  of  equalization  in 
assessing  a  particular  class  of  property  at  a  percentage  of  market  value 
different  from  that  used  in  assessing  other  classes  resulted  in  a  violation 
of  the  constitutional  provision  in  Section  1  of  Article  XIII  for  taxa- 
tion in  proportion  to  value ;  and,  more  particularly,  whether,  since  the 
latter  necessitates  uniformity  in  imposing  the  burdens  of  taxation 
(Joint  Highway  District  No.  13  of  the  State  of  California  v.  Hinman 
(1934),  220  Cal.  578),  there  was  any  discrimination  as  to  any  of  such 
other  classes. 

In  the  Bittershacher  case,  supra,  the  court  stated  (at  pp.  543-544)  : 
''*  *  *  It  is  the  assessor's  recognized  duty  to  see  that  the  valua- 
tion placed  on  the  various  kinds  of  property  shall  be  in  proportion 
to  the  worth  of  such  properties.  If  it  is  proportional  and  all  are 
treated  alike,  no  one  contends  that  the  taxpayers  must  be  charged 
a  full  hundred  percent,  for  such  is  not  required  by  the  law. ' ' 

While  the  last  clause  of  this  statement  is  clearly  to  the  point  that  an 
assessment  may  be  made  on  the  basis  of  a  percentage  of  market  value,  it 
has  the  effect  only  of  dictum,  since  there  was  no  issue  whatever  in  the  case 
as  to  whether  property  might  be  assessed  at  anything  less  than  market 
value.  The  primary-  question  was  whether  there  had  been  any  discrimi- 
nation in  the  assessment  of  the  plaintiff's  property  at  a  particular  per- 
centage of  its  market  value,  when  it  appeared  from  the  evidence  that 
other  categories  of  property  had  been  as.sessed  at  smaller  percentages  of 
their  market  value. 

Insofar  as  it  affects  personal  property,  S.  B.  415  could  be  sustained 
on  a  vote  of  two-thirds  of  the  elected  members  pursuant  to  the  following 
provisions  of  the  fourth  paragraph  of  Section  14  of  Article  XIII : 

' '  The  Legislature  shall  have  the  power  to  provide  for  the  assess- 
ment, levy  and  collection  of  taxes  upon  all  forms  of  tangible  per- 
sonal property,  all  notes,  debentures,  shares  of  capital  stock,  bonds, 
solvent  credits,  deeds  of  trust,  mortgages,  and  any  legal  or  equit- 
able interest  therein,  not  exempt  from  taxation  under  the  pro- 
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visions  of  this  Constitution,  in  such  manner,  and  at  such  rates,  as 
may  be  provided  by  law,  and  in  pursuance  of  the  exercise  of  such 
power  the  Legislature,  two-thirds  of  all  the  members  elected  to  each 
of  the  two  houses  voting  in  favor  thereof,  may  classify  any  and  all 
kinds  of  personal  property  for  the  purposes  of  assessment  and 
taxation  in  a  manner  and  at  a  rate  or  rates  in  proportion  to  value 
different  from  any  other  property  in  this  State  subject  to  taxation 
and  may  exempt  entirely  from  taxation  any  or  all  forms,  types  or 
classes  of  personal  property. ' ' 

Very  truly  yours, 

Ralph  N.  Keeps 
Legislative  Counsel 
(Signed)  By  J.  Gould 

Principal  Deputy 

Two  copies  to  Honorable  J.  Howard  Williams,  pursuant  to  Joint  Rule  34. 


PROPERTY  TAXATION:  CONSTITUTIONALITY  OF  PROPOSED  CHANGE  IN 

DEFINITION  OF  VALUE,  FULL  CASH  VALUE,  AND 

CASH  VALUE-NO.  3927 

State  of  California 
Office  op  Legislative  Counsel 
Sacramento,  California,  September  5, 1958 

Honorable  Glenn  E.  CooUdge 
Felton,  California 

Dear  Mr,  Coolidge  : 

Question 

You  have  inquired  as  to  the  constitutionality  of  Sections  2  and  3  of 
Senate  Bill  No.  1317,  as  amended  in  the  Senate  on  April  15,  1957,  of 
the  1957  Regular  Session  of  the  Legislature. 

Section  2  of  the  bill  would  have  amended  Section  110  of  the  Revenue 
and  Taxation  Code  to  define  "market  value,"  rather  than  "value," 
"full  cash  value,"  or  "cash  value,"  as  the  amount  at  which  property 
would  be  taken  in  payment  of  a  just  debt  from  a  solvent  debtor.  It 
would  also  have  deleted  a  provision  that  in  determining  the  "actual 
value"  of  intangible  personal  property,  the  assessor  shall  not  take  into 
account  the  existence  of  any  custom  or  common  method,  if  any,  in 
arriving  at  the  full  cash  value  of  any  class  or  classes  of  property. 

Section  3  of  the  bill  would  have  added  Section  110.1  to  the  Revenue 
and  Taxation  Code  to  define  "value,"  "actual  value,"  "assessed 
value,"  "cash  value,"  "full  cash  value,"  or  "true  value  in  money" 
as  equal  to  33^  percent  of  market  value  as  defined  in  Section  110. 

Opinion 

It  is  our  opinion : 

(1)  That  Section  2  of  the  bill  would  have  been  sustained  constitu- 
tionally 

(2)  That  Section  3  would  probably  have  been  held  to  be  unconstitu- 
tional in  its  application  to  real  property.  In  its  application  to  personal 
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property,  however,  the  section  probably  could  have  been  sustained  if 
the  bill  had  been  passed  by  a  vote  of  tvsro-thirds  of  the  elected  members 
of  the  Legislature. 

Analysis 

Our  State  Constitution  directs  that  all  taxable  property  "shall  be 
taxed  in  proportion  to  its  value"  (Art.  XIII,  Sec.  1),  and  provides  that 
all  "property  subject  to  taxation  shall  be  assessed  for  taxation  at  its 
full  cash  value"  (Art.  XT,  Sec.  12). 

"Full  cash  value"  is  presently  defined  in  the  Revenue  and  Taxation 
Code  as  "the  amount  at  which  property  would  be  taken  in  payment  of 
a  just  debt  from  a  solvent  debtor"  (R.  &  T.  C,  Sec.  110)  ;  Section  3  of 
the  bill  under  consideration  would  have  changed  such  definition  to 
provide  that  "full  cash  value"  means  33^  percent  of  market  value  as 
defined  in  Section  2  of  the  bill." 

"Full  cash  value"  has  recently  been  referred  to  by  our  Supreme 
Court  as  the  equivalent  of  "the  market  value  of  property  for  use  in  its 
present  condition"  (De  Luz  Homes,  Inc.  v.  County  of  San  Diego 
(1955),  45  Cal.  2d  546,  562).  And,  in  a  prior  decision,  the  court  stated 
"*  *  *  for  the  purpose  of  taxation  the  'full  cash  value'  of  property  is 
commonly  construed  to  mean  its  'fair  market  value' — the  value  a  will- 
ing purchase  will  pay  to  a  willing  seller  in  an  open  market.  *  *  *" 
{Kaiser  Company,  Inc.  v.  Eeid  (1947),  30  Cal.  2d  610,  623).  Also,  the 
Supreme  Court  of  the  United  States  has  stated  unequivocally  that 
"full  cash  value"  is  svnonvmous  with  "market  value"  {San  Francisco 
NaMonal  Bank  v.  Doclge  (1904),  49  L.  Ed.  669,  674). 

The  case  of  Eisley,  v.  Mohan  (1948),  31  Cal.  2d  637,  held  unconsti- 
tutional former  Section  987  of  the  Revenue  and  Taxation  Code,  which 
purported  to  fix  the  cash  value  of  the  possessory  interest  of  a  veteran  in 
property  purchased  for  him  by  the  State  under  the  Veterans'  Farm 
and  Home  Purchase  Act  (M.  &  V.  C,  Sec.  800  and  following)  at  a 
percentage  less  than  the  full  cash  value  of  the  interest.  The  court  stated 
(at  p.  645) : 

"*  *  *  But  the  Legislature  cannot  set  aside  the  constitutional 
provision  declaring  that  '  [a]ll  property  *  *  *  shall  be  taxed 
in  proportion  to  its  value'  *  *  *  by  requiring  the  assessment  of 
property  at  less  than  its  full  cash  value.  Section  987  is,  therefore, 
invalid  as  being  in .  conflict  Avith  the  constitutional  provision. ' ' 

Before  Eisley  v.  Mohan,  the  courts  had  evidently  countenanced  the 
practice  of  assessing  property  at  less  than  its  market  value  (e.g.,  Rit- 
tershacher  v.  Board  of  Supervisors  of  Los  Angeles  County  (1934),  220 
Cal.  535 ;  Southern  California  Telephone  Company  v.  County  of  Los 
Angeles  (1941),  45  Cal.  App.  2d  111,  126-127).  In  none  of  these  cases, 
however,  was  there  any  issue  as  to  the  propriety  of  the  practice.  The 
question  almost  invariably  was  whether  the  action  of  the  assessor  or 
board  of  equalization  in  assessing  a  particular  class  of  property  at  a 
percentage  of  market  value  different  from  that  used  in  assessing  other 
classes  resulted  in  a  violation  of  the  constitutional  provision  in  Section 
1  of  Article  XIII  for  taxation  in  proportion  to  value;  and,  more  par- 
ticularly, whether,  since  the  latter  necessitates  uniformity  in  imposing 
the  burdens  of  taxation  {Joint  Highway  District  No.  13  of  the  State  of 
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California  v.  Hinman  (1934),  220  Cal.  578),  there  was  any  discrimina- 
tion as  to  any  of  such  other  classes. 

In  the  Bitter  shadier  case,  above,  the  court  stated  (at  pp.  543-544)  : 
"*  *  *  It  is  the  assessor's  recognized  duty  to  see  that  the  valua- 
tion placed  on  the  various  kinds  of  property  shall  be  in  proportion 
to  the  worth  of  such  properties.  If  it  is  proportional  and  all  are 
treated  alike,  no  one  contends  that  the  taxpayers  must  be  charged 
a  full  hundred  percent,  for  such  is  not  required  by  the  law." 

While  the  last  clause  of  this  statement  is  clearly  to  the  point  that 
an  assessment  may  be  made  on  the  basis  of  a  percentage  of  market 
value,  it  has  the  effect  only  of  dictum,  since  there  was  no  issue  what- 
ever in  the  case  as  to  whether  property  might  be  assessed  at  anything 
less  than  market  value.  The  primary  question  was  whether  there  had 
been  any  discrimination  in  the  assessment  of  the  plaintiff's  property 
at  a  particular  percentage  of  its  market  value,  when  it  appeared 
from  the  evidence  that  other  categories  of  property  had  been  assessed 
at  smaller  percentages  of  their  market  value. 

In  the  light  of  the  foregoing,  it  is  our  opinion  that  Section  3  of 
the  bill  under  consideration  would  probably  have  been  held  to  be 
unconstitutional  in  its  application  to  real  property,  since  its  effect 
would  have  been  to  permit  the  assessment  of  such  property  for  tax 
purposes  at  only  33^  percent  of  its  market  value  instead  of  at  its  full 
cash  value. 

However,  in  its  application  to  personal  property  the  section  could 
have  been  sustained  if  the  bill  had  been  passed  by  a  vote  of  two-thirds 
of  the  elected  members  of  the  Legislature  pursuant  to  the  following 
provisions  of  the  fourth  paragraph  of  Section   14  of  Article  XIII: 

''The  Legislature  shall  have  the  power  to  provide  for  the  assess- 
ment, levy  and  collection  of  taxes  upon  all  forms  of  tangible  per- 
sonal property,  all  notes,  debentures,  shares  of  capital  stock, 
bonds,  solvent  credits,  deeds  of  trust,  mortgages,  and  any  legal 
or  equitable  interest  therein,  not  exempt  from  taxation  under  the 
provisions  of  this  Constitution,  in  such  manner,  and  at  such  rates, 
as  may  be  provided  by  law,  and  in  pursuance  of  the  exercise  of 
such  power  the  Legislature,  two-thirds  of  all  of  the  members 
elected  to  each  of  the  two  houses  voting  in  favor  thereof,  may 
classify  any  and  all  kinds  of  personal  property  for  the  purposes 
of  assessment  and  taxation  in  a  manner  and  at  a  rate  or  rates 
in  proportion  to  value  different  from  any  other  property  in  this 
State  subject  to  taxation  and  may  exempt  entirely  from  taxation 
any  or  all  forms,  tj^pes  or  classes  of  personal  property." 

Section  2  of  the  bill  would,  in  our  opinion,  have  been  sustainable 
constitutionally  since  it  would  have  accorded  with  the  definition  of 
market  value  as  laid  down  by  the  courts. 

Very  truly  yours, 

Ralph  N.  Kleps 
(Signed)  Legislative  Counsel 

By  Ryan  M.  Polstra 
Deputy  Legislative  Counsel 
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PROPERTY  TAXATION:  ASSESSMENTS  AT  FULL  CASH  VALUE-NO.  4045 

State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  California,  September  26,  1958 

Honorable  Glenn  E.  Coolidge 
Felton,  California 

Dear  Mr.  Coolidge  :  You  state  that  you  have  two  opinions  of  this 
office  (one  for  Senator  Abshire  dated  May  14,  1957,  and  the  other  for 
you  dated  September  5,  1958)  in  which  we  concluded  that  the  Legis- 
lature could  not  provide  for  the  assessment  of  real  property  at  less 
than  its  full  cash  value,  and  ask  whether  provision  may  not  be  made 
for  such  an  assessment  without  a  constitutional  amendment. 

For  the  several  reasons  set  forth  in  the  opinions  referred  to,  and 
particularly  because  of  the  direction  now  in  Section  12  of  Article  XI 
of  the  State  Constitution  that  "all  property  subject  to  taxation  shall 
be  assessed  for  taxation  at  its  full  cash  value,"  it  is  our  opinion  that 
the  Legislature  cannot  now  provide  for  the  assessment  of  real  property 
at  any  value  other  than  full  cash  value.  Such  legislation  could  be 
enacted,  of  course,  if  the  State  Constitution  were  first  amended  to 
permit  the  assessment  of  realty  at  a  value  not  the  equivalent  of  full 
cash  value,  or  if  the  legislation  were  to  become  effective  only  when  a 
ratifying  constitutional  amendment  is  adopted  by  the  people. 

Very  truly  yours, 

Ralph  N.  Kleps 
(Signed)  Legislative  Counsel 

By  J.  Gould 
Deputy  Legislative  Counsel 
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INFORMAL   OPINION   OF   THE   ATTORNEY   GENERAL   RELATIVE 
TO   THE  ASSESSMENT   OF   STATE-ASSESSED   PROPERTY 

State  of  California 
Department  of  Justice 
Office  of  the  Attorney  General 
Sacramento  Office,  February  25,  1959 

Honorable  Glenn  E.  Coolidge 

Assemblyman,  Twenty-seventh  District 
Chairman,  Joint  Interim  Committee  on 
Assessment  Practices 
Sacramento,  California 

Dear  Assemblyman  Coolidge  :  This  is  in  response  to  your  letter  of 
January  30,  1959,  in  which  you  request  the  opinion  of  this  office  on 
the  constitutionality  of  the  proposals  before  vour  committee  as  con- 
tained in  Sections  2,  3,  16,  and  17  of  Senate  Bill  No.  1317  of  the  1957 
Regular  Session  as  amended  in  the  Senate  on  April  15,  1957. 

We  have  grave  doubts  whether  the  Legislature  may  change  the  defi- 
nitions of  "market  value"  and  "full  cash  value"  and  related  terms 
as  proposed  by  Sections  2  and  3  of  the  bill  or  may  adopt  the  method  of 
achieving  intercounty  equalization  proposed  by  Senate  Bill  No.  1317 
without  violating  the   California   Constitution. 

With  respect  to  the  validity  of  Sections  2  and  3  of  the  bill,  .which 
define  "market  value"  on  the  one  hand  and  "full  cash  value"  and 
related  terms  on  the  other,  consideration  must  first  be  given  to  the 
two  constitutional  provisions  which  set  forth  the  standard  of  assess- 
ment of  property  for  purposes  of  taxation  in  this  State.  Section  1  of 
Article  XIII  of  the  Constitution  of  California  provides  in  part  that: 

"All  property  in  the  State  except  as  otherwise  in  this  Constitution 
provided,  not  exempt  under  the  laws  of  the  United  States,  shall  be 
taxed  iji  proportion  to  its  value,  to  be  ascertained  as  provided  by  law, 
or  as  hereinafter  provided  *  *  *."  (Emphasis  added.) 

Section  12  of  Article  XI  of  the  Constitution,  adopted  June  27,  1933, 
provides  in  part  that: 

"All  property  subject  to  taxation  shall  be  assessed  for  taxation 
at  its  full  cash  value."  (Emphasis  added.) 

At  the  same  time  that  Section  12  of  Article  XI  was  adopted,  a  con- 
stitutional amendment  changed  the  provisions  of  Section  14,  Article 
XIII,  of  the  Constitution  to  provide  that  all  pipelines,  flumes,  canals, 
ditches  and  aqueducts  in  more  than  one  county  and  certain  public 
utility  property  "shall  be  assessed  annually  by  the  State  Board  of 
Equalization,  at  the  actual  value  of  such  property."  Section  14  was 
also  amended  to  provide : 

"All  property  so  assessed  by  said  board  shall  be  subject  to  taxation 
to  the  same  extent  and  in  the  same  manner  as  other  property.  *  *  *" 

(146) 
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These  amendments  and  additions  were  all  part  of  the  so-called 
"Riley-Stewart  Tax  Plan"  (Calif.  Stats.  1933,  Res.  Ch.  63)  and 
were  enacted  to  equalize  taxation  and  afford  relief  to  taxpayers  (see 
arguments  to  the  voters  in  favor  of  Senate  Constitutional  Amendment 
No.  30,  which  proposed  these  constitutional  amendments). 

At  the  time  that  Section  12  of  Article  XI  was  adopted,  Section  3617, 
subdivision  Fifth,  of  the  Political  Code  provided : 

"The  term  'value'  and  'full  cash  value'  mean  the  amount  at  which 
the  property  would  be  taken  in  payment  of  a  just  debt  from  a  solvent 
debtor.  *  *  *" 

The  quoted  provision  of  Section  3617  of  the  Political  Code  was  en- 
acted in  1872  in  substantially  the  same  form,  save  that  the  word  "ap- 
praised" was  used  instead  of  the  word  "taken."  The  quoted  provision 
has  been  transferred  to  Section  110  of  the  Revenue  and  Taxation  Code, 
with  the  addition  of  the  term  "cash  value"  (Calif.  Stats.  1939,  Ch. 
154). 

Similarly,  Section  3627  of  the  Political  Code  provided  in  1933  that 
"All  taxable  property  must  be  assessed  at  its  full  cash  value,  *  *  *  " 
This  provision  was  enacted  in  1872  and  the  quoted  portion  was  trans- 
ferred in  substantially  the  same  form  to  Section  401  of  the  Revenue 
and  Taxation  Code  in  1939. 

The  California  Supreme  Court,  moreover,  has  held  that  the  term 
"full  cash  value"  as  found  in  Sections  110  and  401  of  the  Revenue 
and  Taxation  Code  is  synonymous  with  "market  value."  In  De  Luz 
Homes,  Inc.  v.  County  of  San  Diego,  45  Cal.  2d  546,  at  pages  561-562, 
the  court  said : 

"The  standard  of  valuation  prescribed  by  the  Legislature  is  that, 
*[A]11  taxable  property  shall  be  assessed  at  its  full  cash  value.'  (Rev. 
&  Tax.  Code,  Sec.  401.)  'Full  cash  value,'  as  defined  in  Section  110  of 
the  Revenue  and  Taxation  Code,  'means  the  amount  at  which  property 
would  be  taken  in  payment  of  a  just  debt  from  a  solvent  debtor.'  (It 
provides,  in  other  words,  for  an  assessment  at  the  price  that  property 
would  bring  to  its  owner  if  it  were  offered  for  sale  on  an  open  market 
under  conditions  in  which  neither  buyer  nor  seller  could  take  advan- 
tage of  the  exigencies  of  the  other.  It  is  a  measure  of  desirability  trans- 
lated into  money  amounts  (see  Brandeis,  J.,  concurring  in  Missouri 
ex  rel.  Southwestern  Bell  Tel.  Co.  v.  Puhlic  Service  Com.,  262  U.  S. 
276,  310  [43  S.  Ct.  544,  67  L.  Ed.  981] ),  and  might  be  called  the  market 
value  of  property  for  use  in  its  present  condition.  Indeed,  Section  401 
of  the  Revenue  and  Taxation  Code  as  originally  enacted  (Pol.  Code, 
Sec.  3627)  contained  the  words  'market  value'  as  the  standard  for 
valuation  of  the  stock  of  domestic  corporations,  and  after  'market 
value'  was  deleted  in  1881  (Stats.  1881,  Ch.  LIII,  p.  57),  this  court 
stated  that  the  term  had  been  synonymous  with  'full  cash  value.' 
{Crocker  v.  Scott,  149  Cal.  575,  585  [87  P.  102]  ;  see  also  San  Francisco 
Nat.  Bank  v.  Dodge,  197  U.  S.  70,  79  [25  S.  Ct.  384,  49  L.  Ed.  669].)  " 

Thus,  for  a  period  of  approximately  60  years  prior  to  the  adoption 
of  Section  12  of  Article  XI  in  1933,  "value"  and  "full  cash  value"  had 
been  defined  as  quoted  above  and  have  continued  to  be  so  defined  to 
this  date.  In  the  absence  of  some  contrary  indication  in  a  constitutional 
provision,  the  statutory  definitions  in  effect  at  the  time  a  constitutional 
amendment  is  enacted  govern  the  interpretation  of  those  terms  in  the 
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constitutional  provision  {City  of  Pasadena  v.  County  of  Los  Aiigeles, 
182  Cal.  171).  Accordingly,  the  Legislature  has  no  power  to  alter  the 
nie"aniug  of  the  Constitution  in  the  guise  of  legislative  interpretation. 
It  follows  that  not  only  do  the  terms  in  question  have  a  definite  and 
fixed  meaning  in  the  Constitution  but  also  that  "market  value"  and 
"•full  cash  value"  are  syuonj-mous.  We  doubt,  therefore,  that  the  Legis- 
lature may  now  redefine  these  terms  as  proposed  in  said  Senate  Bill  No. 
1317. 

On  the  other  hand,  we  do  not  believe  that  the  Legislature  is  prevented 
from  adopting  a  reasonable  ratio  of  assessed  value  to  market  value  to 
be  applied  uniformly  to  all  property  governed  by  the  provisions  of 
Section  1  of  ArticleXIII  of  the  Constitution  of  Califoriua.  Prior  to 
the  enactment  of  Section  12  of  Article  XI  and  the  amendment  of  Sec- 
tion 1-1  of  Article  XIII  of  the  Constitution  in  1933,  it  was  held  that 
there  was  no  requirement  that  property  be  assessed  at  a  full  100  percent 
of  value  so  long  as  the  assessments  were  in  proportion  to  the  worth  of 
such  properties  {Bitter shacher  v.  Board  of  Supervisors,  220  Cal.  535, 
543).  Subsequently,  the  courts  have  either  judicially  approved  or  at 
least  permitted  proportionate  assessments  of  property  at  less  than  full 
market  value,  provided  that  the  market  value  or  fiill  cash  value  was 
the  basis  for  the  assessment  (see:  Orpheum  Circuit  v.  County  of  Los 
Afigeles,  12  Cal.  App.  2d  257,  258-259;  Dawson  v.  County  of  Los 
Angeles,  15  Cal.  2d  77;  McClelland  v.  Board  of  Supervisors,  30  Cal. 
2d  124, 128-129 ;  Kaiser  Co.  v.  Reid,  30  Cal.  2d  610,  615 ;  De  Luz  Homes, 
Inc.  V.  County  of  Sail  Diego,  supra,  566,  573 ;  Fairfield  Gardens  v. 
County  of  Solano,  45  Cal.  2d  575,  577;  but  compare  Switz  v.  Township 
of  Mkldlctown,  23  N.  J.  580,  130  Atl.  2d  15).  Thus,  in  light  of  the 
judicial  approval  of  this  long  standing  admmistrative  practice  of  fixing 
an  assessed  value  at  a  percentage  of  market  value,  we  think  the  Legis- 
lature may  adopt  a  ratio  of  assessed  value  to  market  value  to  be  applied 
to  all  property.  However,  it  should  be  observed  that  no  case  has  decided 
with  reference  to  the  1933  constitutional  amendments  that  the  Legis- 
lature maj-  adopt  a  ratio  of  assessed  to  market  value  which  is  less  than 
100  percent. 

Section  16  of  said  Senate  Bill  No.  1317  provides  a  method  for 
achieving  equality  of  assessment  over  a  period  of  time  by  raising 
the  level  of  assessments  on  the  local  assessment  roll  by  one  percentage 
point  each  year,  or  to  the  state-wide  average  for  that  year  whichever 
is  the  higher,  until  1967  when  aU  property  shall  be  assessed  on  a  uni- 
form ratio  of  33^  percent  of  market  value  or  full  cash  value.  In  like 
manner.  Section  17  of  the  bill  would  reduce  state-assessed  property 
each  3-ear  until  it  reaches  the  same  level  of  assessment.  These  sections 
assume  that  different  ratios  of  assessed  to  market  value  exist  between 
the  state  and  local  assessment  rolls  as  does  the  -S'^Oj^  and  Consultants 
Report  to  the  Committee  which  has  just  been  published  by  the  Joint 
Interim  Committee  on  Assessment  Practices  of  which  you  are  chairman. 
"While  it  might  be  desirable  to  provide  for  a  gradual  change  each  year 
to  close  the  assumed  gap  between  state  and  local  assessments,  there  is 
no  constitutional  authority  which  would  support  different  ratios  of 
assessment  of  the  various  classes  of  property  during  the  intervening 
years  (see:  Southern  Calif.  Tel.  Co.  v.  County  of  Los  Angeles,  45  Cal. 
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APPENDIX  N 

SUMMARY   OF 

STAFF   AND   CONSULTANTS   REPORTS   TO   THE   COMMITTEE, 

FEBRUARY,    1959* 

(Also  including  some  background  material) 

PRINCIPAL  CONCLUSIONS 

1.  Assessments  as  a  percent  of  fnll  cash  value  (market  value)  : 

Public  utility  assessments  are  at  approximately 50% 

Locally  assessed — statewide  ratio  is  approximately 25% 

2.  Equity  requirements  of  California  tax  structure  are  not  now  being 
fulfilled. 

3.  It  is  possible  to  determine  the  market  value  of  all  property  sub- 
ject to  assessment  by  the  State  and  by  the  counties — market  value, 
or  ''full  cash  value"  as  it  is  called  in  the  Constitution,  is  a  com- 
mon denominator  for  assessment  i^urposes  for  all  types  of  taxable 
property. 

RECOMMENDATIONS 
Mr.  Chapman  and  Mr.  Beeves  Jointly  Recommend  That: 

1.  The  legal  assessment  level  be  set  at  about  30  percent  of  full  cash 
value.  (Mr,  Reeves  prefers  33^  percent;  Mr.  Chapman  prefers  30 
percent  with  a  27-33  percent  zone  of  presumptive  correctness.) 

2.  Locally  assessed  and  state-assessed  property  be  brought  to  the  new 
level  gradually,  possibly  over  a  10-year  period. 

3.  The  Constitution  be  amended  to  authorize  the  Legislature  to  fix 
the  level  of  assessment  and  be  given  the  same  broad  powers  as  to 
the  taxation  of  real  property  that  it  now  possesses  under  Section 
14  of  Article  XIII  as  to  tangible  personal  propert3^  The  section 
referred  to  is  quoted  below: 

"The  Legislature  shall  have  the  power  to  provide  for  the  as- 
sessment, levy  and  collection  of  taxes  upon  all  forms  of  tangible 
personal  property,  all  notes,  debentures,  shares  of  capital  stock, 
bonds,  solvent  credits,  deeds  of  trust,  mortgages,  and  any  legal 
or  equitable  interest  therein,  not  exempt  from  taxation  under 
the  provisions  of  this  Constitution,  in  such  manner,  and  at  such 
rates,  as  may  be  provided  by  law,  and  in  pursuance  of  the 
exercise  of  such  power  the  Legislature,  two-thirds  of  all  of  the 
members  elected  to  each  of  the  two  houses  voting  in  favor 
thereof,  may  classify  any  and  all  kinds  of  personal  property  for 
the  purposes  of  assessment  and  taxation  in  a  manner  and  at  a 
rate  or  rates  in  proportion  to  value  different  from  any  other 
property  in  this  State  subject  to  taxation  and  may  exempt  en- 

♦  Prepared  for  use  of  the  C'^iimittee  by  W.  K.  Holl,  Staff  Director,  February  18,  1959. 
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tirely  from  taxation  any  or  all  forms,  types  or  classes  of  per- 
sonal property. 

4.  The  State  Board  of  Equalization  publish  annually  its  findings  as 
to  the  equalization  ratio  prevailing:  in  each  county  and  in  other 
taxing  districts  Avhen  required. 

5.  (a)   Public  utility  non-operating  property  be  locally  assessed  in- 

stead of  being  assessed  by  the  State. 

(b)  Pipelines,  flumes,  canals,  ditches  and  aqueducts  (except 
those  of  a  public  utility  operating  unit!  be  assessed  locally 
instead  of  by  the  State. 

(c)  Airline  and  -water  company  properties  be  assessed  by  the  State 
instead  of  being  assessed  locally. 

6.  "Market  value"  be  substituted  uniformly  for  "full  cash  value" 
and  the  various  other  value  terms  used  in  the  Constitution  and  the 
Kevenue  and  Taxation  Code. 

Mr.  Beeves  Furiher  Eccommcnds  That: 

7.  Each  county  and  each  city  assessor  should  state  publicly  each  year 
the  rate  at  which  he  professes  to  assess  property. 

8.  The  assessment  time-table  be  changed  to  allow  a  grievance  period 
for  appeal  to  assessor. 

9.  Counties  be  required  to  give  adequate  notice  of  assessment  in- 
creases to  taxpayers. 

10.  Counties  be  permitted  to  set  up  boards  of  equalization  independ- 
ent of  the  Board  of  Supervisors. 

11.  County  boards  of  equalization  decisions  bo  made  appealable  to  the 
State  Board  of  Equalization. 

12.  The  State  Board  of  Equalization  collect  sales  information  tlirougli 
the  counties. 

13.  The  State  Board  of  Equalization  sample  by  property  type  as  well 
as  by  value  class. 

14.  The  State  Board  of  Equalization  study  the  handling  of  income  tax 
in  arriving  at  value  by  the  capitalization  of  income  method. 

Mr.  Chapman  Further  Recommends  That: 

15.  The  board  be  required  to  publish  the  ratio  at  which  it  is  assessing 
iniblic  utility  property. 

16.  The  State  Board  of  Equalization  use  present  allocation  methods 
consistently  but  study  the  possible  use  of  other  methods. 

REPORT  HIGHLIGHTS  AND  BACKGROUND  MATERIAL 

Recent  Court  Cases 

The  problems  of  California  in  property  taxation  have  their  counter- 
part in  numerous  other  .states.  In  several  states  the  problems  have 
culminated  in  court  cases  during  the  past  two  years.  In  some  cases  the 
court  sustained  assessments,  principally  on  the  ground  that  an  adequate 
case  had  not  been  made  to  overcome  the  presumptive  correctness  of  the 
taxing  agency.  In  five  rather  widely  heralded  cases,  however,  the  courts 
did  make  findings  looking  towaril  assessment  at  a  uniform  level: 
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N.  J. — 1957 — Supreme  Court  mnudamus  (o  assess  all  property  at  true   (100%) 

value.^ 
Conn. — 1957 — Illegal  to  assess  Personal   Property  at  90%  and  Real  Estate  at 

50%.^ 
W.  Va. — 1958 — Unconstitutional  to  assess  bank  at  100%  and  other  property  at 

40%. « 
Ky. — 1958 — Public  utility  value  of  60%,  local  of  31%  held  not  constitutional.* 
Kan. — 1958 — Assessment  of  Railroad  property  at  60%   when  local  is  at  21% 

constitutes  constructive  fraud  and  is  illegal.^ 

While  the  courts  are  in  general  reluctant  to  pass  upon  assessments, 
they  have  done  so  in  enough  cases  recently  to  make  the  possibility  a 
consideration  in  determining  the  need  for  any  legislative  action.  There 
is  general  agreement  that  the  problems  are  better  handled  by  delibera- 
tive action  of  the  legislature  rather  than  under  order  of  a  court.  Legis- 
lative rather  than  judicial  action  is  indicated  by  such  things  as  the 
necessity  to  give  due  consideration  to  the  revenue  needs  of  counties 
and  other  local  jurisdictions. 

Chapman's  Value  Conclusions 

Mr.  Chapman  independently  appraised  20  major  public  utilities  of 
the  State.  He  found  that  they  were  assessed  at  approximately  50  per- 
cent of  their  full  cash  value.  Mr.  Chapman  employed  methods  used  by 
him  successfully  for  years  as  an  outstanding  authority  on  public  utility 
valuation.  They  are  methods  he  has  often  supported  before  the  courts 
of  various  states  and  before  the  Wisconsin  Board  of  Tax  Appeals. 
It  is  interesting  to  note  that  contentions  in  these  cases  were  that 
his  valuations  were  too  high.  If  his  California  valuations  were  too  high, 
of  course,  it  would  mean  that  utilities  are  assessed  in  excess  of  50  per- 
cent of  their  value.  Mr.  Chapman  in  his  report  says  that  in  appraising 
California  utilities  he  "established  his  full  values  at  the  upper  limits" 
and  "consciously  attempted  not  to  be  conservative  but  rather  to  estab- 
lish the  highest  values  possible. ' ' 

In  accordance  with  a  succession  of  court  decisions  going  back  over 
90  years,  Mr.  Chapman  made  a  "unit  appraisal"  of  each  utility.  In 
other  words,  each  utility  was  valued  as  one  operating  entity,  not  as  a 
collection  of  miscellaneous  plants,  wires,  and  cross-arms. 

Mr.  Chapman  used  three  evidences  of  value : 

1.  Historical  cost — ^because  this  is  the  rate  base  upon  which  a  utility 
is  allowed  to  earn  not  in  excess  of  a  "fair  return"  (usually 
around  6  percent)  under  regulation  of  the  California  Public 
Utilities  Commission,  the  Federal  Power  Commission  and  the  Fed- 
eral Communications  Commission. 

2.  Capitilized  earnings — because  a  property's  value  is  dependent 
upon  what  it  will  earn. 

3.  Stock  and  debt — because  the  prices  at  which  people  buy  and  sell 
the  company's  securities  reflect  the  market-place  appraisal  of  the 
company. 


1  Switz  V.  TotLuiship  of  Middletown  et  al..  23  N.  J.  580. 

^E.  Ingraham  Co.  v.  Town  and  City  of  Bj-istol,  144  Conn.  374. 

^  In  re  the  Assessme^it  of  Shares  of  Stock  at  the  Kanawha  Valley  Bank,  a  corporation. 

No  further  citation  available. 
*  State    Tax   Commission   v.    Texas   Eastern   T7-a7ismission   Corp.   No   further   citation 

^Kansas  City  Southern  Ry.  Co.  v.  Board  of  Connty  Commissioners  of  Cherokee  County, 
331  P.  2d  (adv.)  899. 
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Mr.  Chapman  recognized  that  there  has  been  a  widespread  opinion 
in  the  State  that  depreciated  reproduction  or  replacement  cost  should 
be  used  as  an  evidence  of  value.  It  is  used  as  one  factor  by  local  asses- 
sors and  by  the  State  in  appraising  utility  nonoperating  property. 
While  Mr.  Chapman  concurs  in  its  use  for  valuing  such  properties, 
he  rejects  it,  however,  as  an  evidence  of  value  for  utility  operating 
property  because :  ( 1 )  no  utility  can  earn  a  reasonable  return  on 
depreciated  reproduction  cost  since  earnings  are  held  to  a  reasonable 
return  on  the  much  lower  historical  cost  rate  base;  and  (2)  with  regula- 
tion limiting  its  earnings  a  utility  could  not  be  financed  on  a  depreci- 
ated reproduction  cost  basis. 

Assessment  of  a  New  Public  Utility  Property  at 
Less  Than  50  Percent  of  Its  Cost 

Mr.  Chapman  has  explained  in  some  detail  that  the  State's  method 
of  allocating  the  unit  valuation  is  the  cause  of  new  properties  being 
assessed  at  less  than  50  percent  of  cost  and  that  this  does  not  indicate 
the  total  assessment  of  the  utility  is  less  than  50  percent.  The  use  of 
reproduction  cost  as  the  allocation  factor  tends  to  transfer  value  from 
new  properties  to  old.  Consequently  the  new  portions  of  a  utility's 
property  tend  to  be  assessed  at  less  than  50  percent  of  their  costs  while 
the  old  portions  tend  to  be  assessed  at  more  than  50  percent  of  their 
costs.  See  Table  1  for  a  more  complete  explanation. 

Level  of  Local  Assessments 

The  conclusion  of  Mr.  Reeves  that  local  property  is  assessed  state- 
wide on  an  average  of  about  25  percent  comes  from  many  studies. 
These  studies  all  lead  to  this  conclusion  and  together  they  represent 
an  impressive  array  of  evidence  in  support  of  the  conclusion. 

The  studies  and  the  highlight  of  their  findings  are : 

Ratio  of  assessment 

to  full  cash  value 

Percent 

1.  U.  S.  Bureau  of  the  Census — range  by  property  type,  1956  —  12.8-19.8 

2.  Hulse    Committee— statewide,    1952    27.3 

3.  Board  of  Equalization — statewide,  1958 23.7 

4.  Reeves — Interview  of  assessors  and  study  of  their  records, 

1958,   approximately    25 

5.  Committee's  own  sales  studies  of  nine  counties — median 

for  land  and  improvements  (see  Table  2) 18.6-27.0 

6.  Committee's  studies  of  bank  appraisals  of  six  counties — 

median  for  land  and  improvements,  1956-1958 25.1-30.0 

Probably  the  single  most  convincing  evidence  of  the  local  assessment 
level  is  the  opinion  of  the  assessors  themselves.  The  State  Board  of 
Equalization  found  that  in  1958  the  average  assessment  level  for  every 
county  in  the  State  fell  somewhere  between  20.5  and  29.5  percent.  The 
assessor  in  most  of  the  counties  freely  expresses  the  opinion  that  the 
average  for  liis  county  does  fall  within  that  20.5-29.5  percent  range. 

The  studies  made  by  the  Bureau  of  the  Census  and  by  this  committee 
show  that  there  are  significant  value  ranges  within  counties  between 
different  types  of  properties.  Our  studies  also  show  that  high-value 
properties  tend  to  be  assessed  at  a  higher  ratio  than  low-value  prop- 
erties. (See  Table  3.) 
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Other  Facts 

The  reports  also  cover  many  other  points.  The  report  of  Mr.  Keeves, 
for  example,  includes  material  leading  to  his  various  recommendations, 
such  as  the  one  about  disclosure  of  assessment  ratios.  The  summary  of 
the  report  by  Dr.  Kuznets  covering  the  State  Board  of  Equalization's 
sampling  and  trending  methods  should  also  be  noted;  he  approves  of 
both  the  sampling  and  the  trending  methods. 

Summary 

In  summary,  the  reports  are  a  comprehensive  attack  upon  the  equali- 
zation problem  and  they  should  furnish  ample  factual  material  for 
necessary  legislation. 

TABLE   1 

Explanation  of  Why  New  Public  Utility  Property  Is  Assessed 

Below  50  Percent  of  its  Cost 

HYPOTHETICAL  UTILITY 

Historical  cost  of  utility,  depreciated $3,000,000 

Reproduction  cost,  depreciated 4,000,000 

SBE  valuation 3,000,000 

SBE   assessment   1,500,000 

ALLOCATION  OF  ASSESSMENT 

Depreciated  Depreciated 

historical  reproduction                       Allocated 

cost  cost  (%ofRCx50%) 

1932  Dam $1,000,000  $2,000,000                         $750,000 

1958  Dam 2,000,000  2,000,000                             750,000 


Total    $3,000,000  $4,000,000  $1,500,000 

NOTE:  The  total  unit  value  of  a  utility  is  allocated  to  code  areas  on  the  basis  of  detailed  records  the  SBE 
keeps  of  depreciated  reproduction  cost.  Since  depreciated  reproduction  cost  is  higher  than  the  full  cash  value 
found  by  the  SBE,  the  first  step  is  to  "factor  down"  the  depreciated  reproduction  cost  figures.  In  this 
case,  since  "full  cash  value"  found  by  the  SBE  is  75  percent  of  depreciated  reproduction  cost,  75  percent 
of  each  reproduction  cost  item  is  computed.  Then,  since  the  SBE  assesses  at  50  percent,  the  SBE  takes 
50  percent  of  the  resulting  figures  and  certifies  them  as  the  assessments. 

It  will  be  noted  that  the  result  of  using  depreciated  reproduction  cost  is  to  transfer  some  value  from  new 
properties  to  old  properties.  Thus,  while  the  1958  dam  Is  allocated  only  37i  percent  of  its  recent  cost, 
the  older  dam  is  allocated  75  percent  of  its  1932  cost.  This  transfer  is  very  real.  The  old  dam  would 
presumably  have  had  an  assessment  of  $500,000  in  1957  (before  the  new  dam  was  built)  but  this  would 
jump  to  $750,000  as  the  result  of  the  construction  of  the  new  dam. 

TABLE  2 
Local  Assessment  Level  Findings 

COMMITTEE'S  OWN   SALES  STUDIES-LAND  AND   IMPROVEMENTS 

Median  ratios 

Numher  2d  and  3d  lands  and 

County                                         of  sales  quartile  range  improvements 

Alameda    1,413  16.8-20.8  18.8 

Contra  Costa 2,628  21.3-32.5  25.0 

Los  Angeles 29,560  16.0-21.4  18.6 

Orange    3,161  22.7-27.2  25.4 

Sacramento     2,982  18.2-25.0  22.0 

San  Diego 2,914  17.6-25.6  21.8 

San  Francisco    2,299  17.8-28.5  21.4 

San  Mateo  2,420  13.9^3.4  21^2 

Santa  Clara 2,853  23.4-29.0  27.0 

(1956-57  sales  for  Los  Angeles;  1957-58  for  others) 
Adapted  from  Kuznets'  Tables  3  and  5. 
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TABLE  3 
Intracounty  Equalization 

MEDIAN   ASSESSMENT  RATIO   BY  ASSESSED   VALUE   CLASSES 
ALL  PROPERTIES,  SAN  FRANCISCO  AND  LOS  ANGELES  * 

Median  assessment  ratio 

Value  class                                                                     San  Francisco  Los  Angeles 

$999 18.0%  10.7% 

$1,000-     4,999 19.5  18.1 

5,000-     9,999 24.8  21.2 

10,000-  19,999 28.8  24.1 

20,000-  49,999 32.0  26.8 

50,000-  99,999 48.5  32.0 

100,000-499,999 35.0  39.0 

500,000-999,999 —  (64.0) 

All  sales   21.5  18.4 


*  Adapted  from  Kuznets'  Table  5 — uses  1956  roll  for  Los  Angeles  and  31,768  sales  In  the  12  months 
following  the  Hen  date,  uses  1957  roll  for  San  Francisco  and  2,410  sales  in  12  months  following  the 
lien  date. 


APPENDIX  O 

JOINT  INTERIM  COMMIHEE  ON  ASSESSMENT  PRACTICES 


STAFF  AND  CONSULTANTS  REPORTS 
TO  THE  COMMITTEE 


(Reprint) 


February,  1959 


C.  M.   CHAPMAN 

WILLIAM  K.  HOLL 

GEORGE  M.   KUZNETS 

Sfoff  Director 

CUTHBERT   E.   REEVES 

RICHARD  WRIGHT 

Consultants 

Assistant  Staff  Director 

TABLE  OF  CONTENTS 

Fa«e 

Letter  of  Transmittal 5 

Report 
No. 

1.  Conclusions  and  Recommendations  Made  Jointly  by 
Consultants  Chapman  and  Reeves 7 

2.  A  Survey  of  State  Assessment  of  Property — C.  M.  Chapman_  15 

3.  Local  Assessment  of  Property — Cuthbert  E.  Reeves 135 

4.  Appraisal  of  Water  Utility  Companies — C.  M.  Chapman 189 

5.  Reports  by  Dr.  George  M.  Kuznets 199 

Part  1.  A  Review  of  the  Statistical  Procedures  Used  by  the 
State  Board  of  Equalization  in  Determining  County 
Assessment  Ratios  for  Locally  Assessable  Property 201 

Part  2.  Variability  of  Assessment  Ratios  (A  Compendium  of 

Tables)    204 

6.  An  Alternative  Approach  to  Public  Utility  Appraisal  (The 
Pitman  Correspondence) — "William  K.  Holl  and  Hayden  W. 
Pitman   225 


159 


(5) 


LETTER  OF  TRANSMITTAL 

Sacramento,  California 

January  27,  1959 
Hon.  Glenn  M.  Anderson, 
President  of  the  Senate; 
Hon.  Ralph  M.  Brown, 

Speaker  of  the  Assembly ;  and 
Members  of  the  Legislature 

Gentlemen:  Pursuant  to  Senate  Concurrent  Resolution  No.  92, 
adopted  June  12,  1957,  your  committee  assembled  a  staff  and  retained 
three  consultants  to  investigate  California  assessment  practices,  and  to 
report  thereon  to  the  committee. 

The  six  reports  forwarded  herewith  are  the  results  of  their  labors. 
They  represent  only  the  conclusions  of  our  staff  and  consultants  con- 
cerning the  various  phases  each  has  reported  on.  They  will  be  consid- 
ered by  your  committee  in  public  hearings,  after  which  the  committee 
will  prepare  its  own  report  and  recommendations  for  transmission 
to  you. 

The  committee  wishes  to  emphasize  that  these  reports  are  advisory  in 
nature  and  do  not  represent  the  conclusions  of  the  committee.  Such 
conclusions  will  only  be  formulated  and  reported  on  after  full  hearings 
in  which  all  interested  will  be  given  the  opportunity  to  express  their 
views. 

Cordially, 

Glenn  E.  Coolidge,  Chairman 


7 — L,-4523  161 
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LETTER  OF  TRANSMITTAL 

California  Legislature 
Joint  Interim  Committee  on  Assessment  Practices 

December  1,  1958 
Hon.  Glenn  E.  Coolidge,  Chairman 
and  Members  of  the  Joint  Interim 
Committee  on  Assessment  Practices 

Gentlemen  :  The  contracts  under  which  we  now  are  serving  as  con- 
sulants  to  your  committee  provide  that  we  shall  submit  to  you  our  joint 
conclusions  and  recommendations  as  to  certain  matters  set  forth  in 
Senate  Concurrent  Resolution  No.  92. 

Our  findings  upon  those  points  are  stated  in  the  pages  accompanying 
this  letter,  and  are  supplemented  by  five  recommendations  for  changes 
which  we  believe  to  be  desirable. 

Recommendations  upon  other  matters  which  affect  more  particularly 
the  respective  phases  of  this  survey  which  have  been  assigned  severally 
to  us  are  reported  upon  separately. 

This  joint  report,  and  those  to  be  submitted  separately,  follow  our 
concept  of  the  objective  of  this  legislative  investigation  as  indicated  by 
Senate  Concurrent  Resolution  No.  92  and,  more  specifically,  as  stated 
in  our  respective  contracts.  Therefore,  only  those  matters  have  been 
incorporated  therein  which  relate  to  the  equalization  of  ad  valorem 
assessment  and  taxation. 

Respectfully  submitted, 

Charles  M.  Chapman 
CuTHBERT  E.  Reeves 
Consultants  to  your  committee 
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JOINT    CONCLUSIONS    BY    CONSULTANTS    CHAPMAN    AND    REEVES 
AS  TO  BASIC  QUESTIONS  PROPOUNDED  IN  S.  C.   R.  NO.  92 

1.  Is  state-assessed  property  valued  at  the  same  level  as  locally-assessed 
property  is  being  assessed  by  county  assessors?  In  making  such  find- 
ing reference  should  be  made  to  the  findings  of  the  State  Board  of 
Equalization  as  to  the  assessment  ratio  in  each  county. 

State  assessments  are  vot  at  the  same  level  as  local  assessments. 
State  assessments  approximate  closely  the  reported  50  percent  level 
of  full  cash  value.  Locally-assessed  property  is  assessed  on  an  average 
between  20-30  percent,  the  exact  statewide  ratio  probably  being  very 
close  to  25  per  cent. 

2.  Are  the  equity  requirements  of  the  California  property  tax  structure 
now  being  fulfilled  ? 

The  statements  made  in  No.  1  above  indicate  that  the  equity 
requirements  of  the  California  tax  structure  are  not  now  being 
fulfilled. 

3.  Is  it  impossible  to  determine  the  market  value  of  the  several  classes 
of  property  on  the  same  basis,  because, 

(a)  State-assessed  property  is,  by  nature,  economically  different 
from  some  locally-assessed  property  ? 

(b)  Some  types  of  locally-assessed  properties  are,  by  nature,  eco- 
nomically different  from  some  other  types  of  locally-assessed 
properties  ? 

This  question  apparently  stems  from  the  constitutional  provision 
(Article  XIII,  Section  14)  that  utility  properties  must  be  "subject 
to  taxation  to  the  same  extent  and  in  the  same  manner  as  other  prop- 
erty."  This  requirement,  however,  in  no  way  implies  that  all  prop- 
erties shall  be  appraised  on  the  same  basis.  In  fact,  the  Constitution 
in  providing  for  centralized  assessment  of  public  utility  properties 
recognizes  that  each  class  of  property  must  be  appraised  on  the  basis 
uniquely  applicable  to  it.  Only  by  appraising  each  type  of  property 
- — utility  or  common  property — on  the  bass  appropriate  for  it  can 
the  true  common  denominator,  "full  cash  value,"  be  attained. 

There  are  economic  differences  between  many  type  of  locally- 
assessed  properties.  Homes  are  different  from  apartment  houses. 
These  same  apartment  houses  are  different  from  other  businesses, 
which  in  turn  have  peculiarities  because  of  being  manufacturing, 
farm  or  retail.  Utilities  are  economically  different  because  of  being 
a  regulated  industry,  with  prescribed  territories,  fixed  rates,  an  exact 
earnings  base,  and  a  limited  earnings  on  that  base.  But  all  the  differ- 
ences do  not  prevent  an  appraiser  from  arriving  at  a  common  basis 
for  taxation.  By  recognizing  the  individual  characteristics  of  each 
class  and  type  of  property  and  by  varying  his  appraisal  method 
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accordingly,  he  arrives  at  a  true  common  denominator,  "full  cash 
value. ' ' 

Whatever  the  type  of  property,  there  is  one  and  only  one  stand- 
ard— "full  cash  value."  The  prevailing  economics  for  each  type  of 
property  will  determine  how  the  standard  will  be  reached  and  the 
methods  used  to  arrive  at  the  standard  will  be  varied.  But  there  is 
a  common  denominator  for  assessment  purposes  for  all  types  of  tax- 
able property  and  that  standard  is  "full  cash  value." 

It  is  therefore  possible  to  determine  the  market  value  of  all  prop- 
erties subject  to  assessment  by  the  State  and  by  the  counties. 

RECOMMENDATIONS  MADE  JOINTLY  BY  CONSULTANTS 
CHAPMAN  AND  REEVES 

1.  In  our  joint  answers  to  Question  No.  3  of  S.  C.  R.  No.  92,  we  have 
used 'the  term  "full  cash  value"  to  denote  value,  instead  of  the 
' '  market  value ' '  designation  in  Section  1  of  that  resolution. 

We  agree,  however,  that  "market  value"  properly  defined  is  the 
commonly  accepted  term,  and  that  the  provisions  in  the  Constitution 
and  in  the  statutes  dealing  with  assessment  should  be  amended  to 
adopt  that  term  in  place  of  the  variously  worded  equivalents  now 
found  therein. 

A  partial  search  discloses  that  the  Constitution  states,  in  different 
parts:  "full  cash  value,"  "actual  value"  and  "true  value  in 
money."  In  the  statutes  we  find  value  referred  to  as:  "full  cash 
value"  in  two  sections;  "cash  value"  in  two;  "actual  value"  in 
three;  and  "market  value"  in  five. 

Section  110  defines  "value."  "Value,"  "full  cash  value,"  or 
"cash  value"  is  "the  amount  at  which  property  would  be  taken  in 
payment  of  a  just  debt  from  a  solvent  debtor."  That  has  the  seem- 
ing merit  of  implying  that  the  debt-liquidating  value  would  auto- 
matically discount  that  portion  of  a  sale  price  which  might  represent 
inflation  by  over-loaning  upon  over-appraised  valuation.  But,  that 
definition  fails  in  the  same  respects  as  do  the  aforesaid  "value" 
terms:  the  amount  still  is  supported  solely  by  the  opinion  of  the 
appraiser,  unless  he  can  quote  evidential  sale  prices  numerically 
sufficient. 

"Full  cash  value"  might  well  imply  to  the  layman  that  all  of 
the  amount  to  be  paid  would  be  in  cash. 

"Market  value,"  to  be  interpreted  from  market  prices  by  a  compe- 
tent appraiser,  or  other  analyst,  usually  represents  the  consensus 
of  value  opinion  expressed  by  those  who  support  their  figures  with 
their  own  money,  buyers  and  sellers.  It  reflects  their  weighing  of 
all  the  good  and  the  depreciating  elements  in  the  property. 

We  recommend  that,  for  purposes  of  taxation,  "value"  be  de- 
fined as:  "Market  value:  the  amount  in  money  which  would  be 
agreed  upon  in  a  free  market  by  an  informed  and  able  buyer  under 
no  compulsion  to  buy  and  an  informed  seller  under  no  compulsion 
to  sell,  and  upon  terms  and  conditions  customary  in  sales  of  the 
type  and  class  of  property  in  question." 
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2.  We  recommend  that  the  Constitution  be  amended  to  provide  that 
the  Legislature  may  fix  the  standard  of  assessment  at  the  level 
deemed  appropriate  by  it,  from  time  to  time. 

We  further  recommend  that  the  Legislature  be  given  the  same 
broad  powers  as  to  the  taxation  of  real  property  that  it  now  pos- 
sesses under  Section  14  of  Article  XIII  as  to  tangible  personal 
property. 

We  recommend  that,  by  constitutional  or  legislative  provision,  the 
standard  of  assessment  be  fixed  at  a  percentage  of  full  value  higher 
than  the  present  statewide  level  of  local  assessments  and  lower  than 
that  of  state  assessments,  and  be  applicable  to  both  classes  of  prop- 
erty assessments. 

We  recommend  also  that  the  transition  from  present  assessment 
levels  to  the  proposed  common  standard  be  accomplished  gradually 
during  a  period  of  time,  say  10  years. 

3.  We  recommend  that  jurisdiction  to  assess  nonoperating  properties 
owned  by  public  utility  companies  be  returned  to  the  county  asses- 
sors with  the  proviso  that  the  State  Board  of  Equalization  annually 
shall  designate  such  properties  and  report  them  to  the  proper  assess- 
ing jurisdictions. 

We  recommend  also  that  "pipelines,  flumes,  canals,  ditches  and 
aqueducts,"  whether  partly  or  wholly  in  one  county,  be  assessed 
locally,  except  that  the  State  Board  of  Equalization  shall  assess  such 
structures  if  owned  or  used  by  a  public  utility  company  under  its 
jurisdiction. 

4.  We  recommend  that  Section  14  of  Article  XIII  of  the  Constitution 
be  amended  to  provide  that  all  properties  of  a  public  utility  nature 
operating  under  authority  granted  by  state  or  federal  regulatory 
agencies,  and  including  all  airborne  carriers  for  hire  other  than 
those  operating  out  of  one  airport  only,  be  assessed  by  the  State 
Board  of  Equalization. 

5.  The  State  Board  of  Equalization  should  publish  annually  its  findings 
as  to  the  equalization  ratio  prevailing  in  each  county  and  in  other 
taxing  districts  where  required. 
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LETTER  OF  TRANSMITTAL 

November  12,  1958 
Honorable  Glenn  E.  Coolidge,  Chairman 
and  Members  of  the  Joint  Interim 
Committee  on  Assessment  Practices 

Honorable  Gentlemen  :  In  accordance  with  the  provisions  of  Sen- 
ate Concurrent  Resolution  No.  92  creating  your  committee  and  also 
in  accordance  with  your  contract  with  the  undersigned  entered  into 
January  17,  1958,  I  herewith  present  my  report  covering  a  survey 
of  state  assessment  of  property  as  administered  by  the  California  State 
Board  of  Equalization. 

The  writer  wishes  to  express  appreciation  for  the  generous  assist- 
ance extended  to  him,  your  committee  and  its  staff,  by  the  staff  of  the 
State  Board  of  Equalization,  and  the  staffs  of  the  Public  Utilities 
Commission,  the  Legislative  Analyst  and  the  Legislative  Counsel. 

Respectfully  submitted, 

C.  M.  Chapman 

Consultant  to  your  committee 
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SCOPE  OF  REPORT 


PART 


Chapter  1  of  this  part  of  the  report  deals  with  the  requirements  of 
Senate  Concurrent  Resolution  No.  92  and  our  conclusions  in  respect 
thereto. 

Chapter  2  enumerates  our  recommendations  as  the  result  of  the 
study. 

Chapter  3  discusses  the  responsibilities  of  the  State  Board  of  Equal- 
ization as  they  relate  to  state-assessed  property. 

Chapter  4  discusses  the  economics  of  the  utilities  as  compared  to 
common  property. 

Chapter  5  answers  the  question  as  to  whether  depreciated  repro- 
duction cost  is  relevant  as  an  evidence  of  value. 

Chapter  6  discusses  one  phase  of  intrastate  allocation  of  utility 
property. 

Chapter  7  discusses  the  treatment  of  income  taxes  in  the  capitaliza- 
tion process. 

PART  il 

This  part  discusses  the  appraisal  procedures  employed  by  the  Valua- 
tion Division  of  the  State  Board  of  Equalization,  using  the  1957 
appraisal  of  the  operating  properties  of  the  Pacific  Gas  and  Electric 
Company  as  the  pilot  study. 

PART  III 

The  methods  employed  by  the  Valuation  Division  in  spreading  the 
unit  value  determinations  to  the  several  code  areas  of  the  State  are 
discussed  in  this  part  together  with  our  evaluation  of  these  methods. 

PART  IV 

Chapter  11  details  the  relevant  facts  relating  to  three  utility  sales 
in  1957;  Chapter  12  relates  to  state  assessment  of  leased  properties; 
and  Chapter  13  is  a  brief  review  of  assessment  methods  in  other  states. 

PART  V 

Part  V  is  a  background  discussion  of  the  appraisal  of  utility  prop- 
erty under  the  unit  rule. 
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RECOMMENDATIONS 

1.  We  recommend  that  "market  value,"  or  its  equivalent  "full  cash 
value,"  be  retained  as  the  standard  for  property  taxation,  but  that 
the  Constitution  be  anien(k>d  ho  as  to  ])rovide  a  revised  basis  of  assess- 
ment— a  stated  pereentajxe  of  "market  value."  The  new  basis  should 
be  somewhat  higher  than  the  present  statewide  ratio  as  determined  by 
the  State  Board  of  Equalization. 

2.  We  further  reeommcnd  that  the  constitutional  amendment  direct 
the  board  to  bring  utility  ass(>ssmonts  to  the  80  percent  level  gradually 
over  a  period  of  years. 

3.  We  further  reconnnend  that  the  board  be  required  to  publish 
annually  its  findings  as  to  the  a.ssessment  ratio  in  each  county.  It  should 
also  be  required  to  publish  the  ratio  at  which  it  is  assessing  utility 
property. 

4.  We  reconuiKMid  thnt  jurisdictiou  to  assess  nono})eratiiig  i)roperties 
owned  by  the  utilities  be  returned  to  the  county  assessors.  However, 
we  would  suggest  that  the  State  Board  of  Equalization  annually  cer- 
tify the  several  descriptions  of  nonoperating  properties  to  the  proper 
county  authorities. 

5.  We  reconnneud  that  the  CVnistitutiou  be  amended  so  as  to  include 
the  operating  properties  of  regulated  air  carriers  and  of  water  utilities 
among  the  properties  to  be  state  assessed. 

6.  We  recommend  that  if  the  present  method  of  allocating  segments 
of  unitary  value  to  code  areas  in  proportion  to  de[)rcciated  reproduc- 
tion cost  be  coutiinied,  that  the  method  be  followed  consistently  with- 
out any  deviation  whntever.  We  further  reconnnend  that  the  State 
Board  of  Equalization  conduct  experimental  studies  in  an  effort  to 
determine  whether  depreciated  cost  of  reproduction  is  the  best  measure 
that  can  be  devised  for  spreading  the  unitary  value  equitably  among 
code  areas. 

(Details  of  recommendations  are  given  in  Part  I,  Chapter  2.) 
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PART  I 

GENERAL  CONSIDERATIONS 

Chapter  1 
THE  DIRECTIVES  OF  SENATE  CONCURRENT  RESOLUTION  NO.  92 

In  the  1957  Session  of  the  Legislature,  Senate  Concurrent  Resolution 
No.  92  was  adopted  which  created  the  Joint  Interim  Committee  on 
Assessment  Practices.  The  committee  was  directed  to  make  studies  relat- 
ing to  the  assessment  practices  of  the  several  local  assessors  and  the 
State  Board  of  Equalization  and  the  laws  governing  such  assessment 
practices.  This  report  deals  primarily  with  the  administration  of  the 
laws  relating  to  state  assessment  of  property. 

The  resolution  set  forth  three  questions  requiring  answers  in  the 
course  of  the  study : 

1.  Is  state-assessed  property  valued  at  the  same  level  as  locally  as- 
sessed property  is  being  assessed  by  county  assessors  ? 

2.  Are  the  equity  requirements  of  the  California  property  tax  struc- 
ture now  being  fulfilled? 

3.  Is  state-assessed  property,  by  nature,  economically  different  from 
some  locally  assessed  property,  and  are  some  types  of  locally 
assessed  properties,  by  nature,  economically  different  from  some 
other  types  of  locally  assessed  properties,  so  as  to  make  it  im- 
possible to  determine  the  market  value  of  the  several  classes  of 
property  on  the  same  basis? 

QUESTION   No.    1 

This  report  deals  only  with  assessments  by  the  State  Board  of  Equali- 
zation. It  endeavors  to  answer  the  question  as  to  what  level  the  board 
assesses  public  utility  properties.  The  comparison  to  locally  assessed 
properties  will  be  resolved  in  a  separate  report. 

As  background  material  it  should  be  made  clear  that  the  State  Board 
of  Equalization  makes  a  determination  annually  of  what  it  considers  to 
be  the  full  value  of  the  operating  property  of  each  public  utility.  The 
determinations  of  value  are  made  on  what  is  called  a  "unitary  basis"; 
in  other  words  the  entire  property  is  valued  as  a  whole  rather  than  in 
segments.  Thereafter  the  board  apportions  these  full  value  determina- 
tions to  the  many  taxing  jurisdictions  in  which  the  property  is  located. 
Finally  50  percent  is  applied  to  each  apportioned  segment  to  equalize 
it  with  local  assessments  and  the  50  percent  is  placed  on  the  board  roll 
for  certification  to  counties  as  the  assessed  value. 

The  records  of  the  board  clearly  prove  that  a  50  percent  equalization 
factor  is  applied.  The  problem  was  to  determine  whether  it  was  actually 
applied  to  100  percent  of  "full  cash  value."  This  section  of  the  report 
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will  therefore  test  the  adequacy  of  the  full  value  determinations  of 
operating  properties  totalling  almost  6  billion  dollars  in  1957.^  To  do 
this,  we  have  independently  appraised  the  properties  of  20  utilities  with 
full  values  totaling  almost  5.4  billion  dollars  or  90.3  percent  of  all  the 
full  value  determinations  of  the  state  board. 

We  have  used  the  methods  of  appraisal  which  we  had  employed  for 
over  29  years.  They  are  the  same  methods  which  w-e  have  successfully 
defended  as  a  witness  in  many  litigated  cases  not  only  in  Wisconsin 
but  in  a  number  of  other  states.  They  are  methods  discussed  with 
approval  by  the  Unit  Valuation  Committee  of  the  National  Association 
of  Tax  Administrators  in  its  report  published  in  1954.  They  are  methods 
repeatedly  approved  by  the  United  States  Supreme  Court  and  by 
various  state  supreme  courts. 

The  techniques  employed  differ  in  a  number  of  respects  from  those 
used  by  the  Valuation  Division.  The  approach  to  capitalized  income 
values,  for  example,  is  different  from  the  one  used  by  the  division  and 
the  market  values  of  stock  and  debt  were  independently  computed. ^ 

It  should  be  emphasized  that  the  differences  in  appraisal  approach 
and  in  appraisal  results  do  not  indicate  an  error  on  the  part  of  the 
Valuation  Division  of  the  state  board ;  for  the  most  part  the  differences 
are  merely  refinements  that  the  state  board  can  make  because  of  having 
a  large  staff  of  experienced  employees.  The  division  is  fortunate  in 
having  the  largest  staff  for  such  work  in  the  entire  Country.  Such  a 
staff  permits  refinements  in  techniques — refinements  which  tend  to  add 
to  the  correctness  of  the  results. 

In  Part  V  of  this  report  the  several  indicies  of  unitary  value  which 
are  widely  recognized  by  the  courts  as  standard  appraisal  procedure  are 
discussed  in  detail.  In  this  independent  appraisal  of  the  operating 
properties  of  the  20  companies  selected  for  study  we  have  applied  three 
tests  of  market  value  as  follows : 

1.  Indication  of  market  value  derived  from   capitalization   of  net 
operating  revenues. 

2.  Indication  of  market  value  derived  from  market  value  of  stock  and 
debt. 

3.  Indication  of  market  value  derived  from  depreciated  historical 
eost.^ 

In  Chapter  22,  Part  V,  of  this  report,  we  point  out  that  value 
standards  are  not  as  inflexible  as  physical  standards,  such  as  a  pound, 
an  hour  or  a  mile.  It  is  not  likely  that  two  appraisers,  equally  compe- 
tent, would  arrive  at  identical  value  determinations.  As  fully  informed 
as  they  may  be,  their  respective  judgments  cannot  be  expected  to  fall  in 

1  Appendix  1  of  this  report  is  a  condensed  summary  of  the  full  value  determinations 
for  all  state-assessed  properties  by  the  state  board  for  the  year  1957.  It  will  be 
noted  that  these  determinations  are  divided  into  three  categories — (a)  Operating; 
(b)  Leased;  and  (c)  Nonoperating-.  A  discussion  of  leased  properties  will  be  given 
in  another  section  of  this  report. 
The  methods  used  are  set  forth  in  Appendices  2,  4,  5,  20  and  21  of  this  report  wherein 
we  have  appraised  the  operating  properties  of  the  Pacific  Gas  and  Electric  Com- 
pany, the  Pacific  Telephone  and  Telegraph  Company,  the  Atchison,  Topeka  and 
Santa  Fe  Railway  Company,  the  California-Oregon  Power  Company  and  the  South- 
ern California  Edison  Company  for  the  year  1957.  In  all  other  appraisals  the 
details  are  omitted  for  sake  of  brevity.  They  are  on  file  with  the  Joint  Interim 
Committee  on  Assessment  Practices.  Part  II  of  this  report  shows  the  method  used 
by  the  Valuation  Division  in  its  1957  appraisal  of  the  Pacific  Gas  and  Electric 
Company. 
This  test  of  value  was  not  employed  in  the  appraisal  of  railroad  operating  properties. 
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the  same  groove.  But  tlierc  sliould  bo  a  rclntively  small  area  of  differ- 
ence if  each  of  these  divergent  findings  is  to  be  entitled  to  respect — a 
reasonable  zone  of  tolerance  within  which  well-informed  men  may 
differ. 

The  table  given  below,  comparing  our  independent  appraisals  to 
those  of  the  State  Board  of  Equalization,  shows  that  the  unit  valnc 
determinations  of  the  board  are  clearly  within  such  a  range  of  tolerance 
and  can  be  said  to  represent  full  market  value.  In  all  of  these  appraisals 
we  established  full  values  at  the  upper  limits,  i.e.,  we  have  consciously 
attempted  not  to  be  conservative  but  rather  to  establish  the  highest 
values  possible.  This  leads  inevitably  to  the  conclusion  that  the  state 
board's  full  value  determinations  are  on  the  high  side. 

A  study  of  the  methods  used  by  the  Valuation  Division  shows  why 
its  values  tend  to  be  on  the  high  side.  Our  analyses  of  their  work  have 

TABLE  1 

Comparison  of  Chapman  and  Valuation  Division  Market  Value  Appraisals 

Ratio 
Valuation 
Division  to 
1957  tnarket  value  appraisal     independent 
Valuation       appraisal 
C.  M.  Chapman  Division        (percent) 

Electric  and  Gas  Utilities  : 

California   Electric  Power   Co $89,800,000  $88,610,820  98.68 

California-Oreffon  Power  Co. 22,850,000  22,785,270  09.72 

Indian  Valley  Li^ht  and  Power  Co.—  246,000  2.50.000         101.6.3 

Pacific  Gas  and  Electric  Co 1,874,300,000       1,864.084.040  99.45 

Pacific  Lishtin?  Gas  Supply  Co 30,000.000  31,9.53,5.50         106.51 

San  Dieso  Gas  and  Electric  Co 164,500,000  165,999.920         100.91 

Southern  California  Edison  Co 854,.500,000  857,518,970         100.35 

Southern  California  Gas  Co 353,200,000  330.449,630  93.56 

Southern   Counties   Gas   Co.   of   Cali- 
fornia           122,500,000         122,011,670  99.60 

Total    appraised $3,511,896,000  $3,483,663,870  99.20 

Telephone  Utilities  : 

California  Interstate  Telephone  Co.  ^  $10,-500.000  $11,1.36,200  106.06 

California   Water  and  Telephone  Co.  37,800,000  39,795.440  105.28 

Coachclla  Valley  Telephone  Co ^  1,675,000  1,748,690  104.40 

General  Telephone  Co.  of  California--  246,800,000  241,041,390  97.67 

Pacific  Telephone  and  Telegraph   Co.  1,490,000,000  1,429,956.920  95.97 

Western  California  Telephone  Co 3,750,000  4,100,000  109.33 

Total  appraised $1,790,525,000  $1,727,778,640  96.50 

Railroad  Companies : 

Atchison,  Topeka  and  Santa  Fe  Ry. 

Co. $152,200,000  $141,972,490  93.28 

Sacramento  Northern  Ry.  Co 3,074,400  2,777,770  90.35 

Santa  Maria  Velley  R.  R.  Co 771,400  800,000  103.71 

Tidewater  Southern  Ry.  Co 1,268,800  1,2.55,770  98.97 

Western  Pacific  R.  R.  Co 44,456,800  41,231,580  92.75 

Total  appraised $201,771,400        $188,037,610  93.19 

Total  of  above  groups $5,504,192,400     $5,399,480,120  98.10 

Total   operating   property   appraised   by 

Valuation   Division $5,979,619,810 

Percent  of  total  appraised  independently 

in  this  report 90.30% 
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convinced  us  beyond  any  reasonable  doubt  that  the  division's  capital- 
ized income  results  are  much  hiuher  than  the  results  obtaiiu^d  by 
methods  employed  in  every  other  state  with  which  we  are  familiar. 
Appendix  14  shows  that  the  division's  results  by  one  of  its  capitalized 
income  methods  are  over  28  percent  higher  than  those  i:)roduced  by  the 
more  conventional  method.  This  is  sio-nifieaut  especially  when  this  test 
of  value  is  so  widelj^  used  as  the  most  important  of  all  tests.  (See 
Appendix  12.) 

The  answer  to  Question  No.  1  is  tiuit  the  unitary  valuations  of  utility 
operatino-  properties  by  the  board  are,  by  the  market  value  standards 
given  most  acceptaiice  by  the  courts,  definitely  within  a  range  repre- 
senting full  cash  value.'* 

QUESrrON    No.   2 

Are  the  equitv  requirements  of  the  California  tax  structure  being 
fulfilled! 

So  far  as  this  report  is  concerned  the  question  means  equity  between 
common  property  taxpayers  and  utility  taxpayers.  Previously  we  have 
stated  that,  in  our  opinion,  the  1957  value  determinations  by  the  State 
Board  of  Equalization  are  definitely  within  a  range  representing  full 
cash  value  and  furthermore  tend  to  be  at  the  upper  levels  of  that  range. 
The  board  allocates  these  values  to  the  several  code  areas  of  the  State 
and  applies  thereto  a  50  percent  equalization  factor.  Whether  the  full 
cash  value  determination  for  the  entire  operating  property  in  California 
is  evenly  spread  to  the  several  locations  is  a  difficult  question  to  answer. 
The  techniques  used  by  the  board  for  spreading  the  overall  value  will 
be  discussed  briefly  in  Chapter  6,  Part  1,  and  in  greater  detail  in  Part 
III  of  this  report.  So  far  as  the  equity  question  is  concerned,  it  should 
be  emphasized  that  the  "assessments"  in  the  several  code  areas  for  each 
taxpayer,  when  totaled,  represent  50  percent  of  the  total  full  cash  value. 
In  other  Avords,  the  utility  taxpayers  are  being  taxed  upon  50  percent 
of  full  cash  value. 

Since  the  evidence  shows  that  common  taxpayers  are  assessed  at  con- 
siderably beloAV  50  percent  of  full  cash  value,  the  equity  requirements 
of  the  California  tax  structure  are  not  being  fulfilled. 

The  argument  is  frequently  made  that  utility  taxpayers  are  only  tax 
collectors,  i.e.,  the  consumers  of  utility  services  actually  pay  the  taxes 
indirectly  through  their  utility  bills.  Hence  it  is  argued  that  even  if 
the  utility  tax  burden  is  higher  than  the  tax  burden  of  common  tax- 
payers, the  utility  taxpayers  have  no  valid  complaint.  It  is  true  that 
the  taxes  of  electric,  gas  and  telephone  companies  are  absorbed  by  the 
customers  in  their  rates.  However,  the  assumption  of  such  taxes  by  the 
consumers  is  not  always  evenly  spread.  In  the  case  of  a  far-flung  utility 
system,  the  company  may  pay  substantial  taxes  on  a  generating  plant 
in  a  mountainous  area  where  there  are  few  consumers,  if  any.  In  such 
cases,  the  users  of  utility  services  in  thickly  settled  communities  will 
absorb,  not  only  the  taxes,  locally  levied,  but  also  the  taxes  imposed  in 
the  hinterland. 

*W'e  realize  that  many  readers  will  have  two  question.^; :  (1)  WHiv  shouldn't  replace- 
ment cost  be  used  as  an  indication  of  value  of  utilitv  propertv?  and  (SI  Whv  is  a 
new  portion  of  a  utility  property  frequently  allocated"  to  a  county  and  placed  on  the 
Uix  roll  at  less  than  50  percent  of  its  cost?  We  discuss  both  of  these  questions  in 
Chapters  5  and  6  of  Part  1  of  this  report. 
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Rail  carrier  taxpayers  cannot  pass  on  the  taxes  levied  ou  their  prop- 
erties. Transportation  tariff  rates  are  so  competitive  and  so  tailored  to 
what  the  traffic  will  bear  that  a  consideration  of  the  tax  bnrden  is  not 
possible.  Even  if  the  regulatory  agency  would  permit  the  railroads  rates 
sufficient  to  earn  a  reasonable  return  either  on  historical  cost  or  repro- 
duction cost  the  rail  carriers  would  price  themselves  out  of  the  trans- 
portation market. 

But  even  assinning  that  all  utilities,  including  the  rail  carriers,  could 
pass  on  their  taxes,  the  incidence  of  the  tax  has  no  bearing  on  the  ques- 
tion of  equity.  The  California  Constitution  states  that  all  property 
"shall  be  taxed  in  proportion  to  its  value." 

QUESTION    No.    3 

Is  state  assessed  property,  b}'  nature,  economically  different  from 
some  locally  assessed  propertj^  so  that  it  is  impossible  to  determine  the 
market  value  of  those  properties  on  the  same  basis? 

The  phrasing  of  this  question  presumably  stems  from  the  persistent 
belief  on  the  part  of  many  that  because  somewhat  different  approaches 
to  value  are  employed  in  the  appraisal  of  utility  property  than  those 
used  in  the  appraisal  of  common  property,  there  is  no  basis  of  compara- 
bility between  the  two.  But  even  in  the  appraisal  of  different  types  of 
common  property,  the  appraiser  must  use  different  approaches  to  value. 
For  instance,  the  techniques  emploj^ed  in  the  appraisal  of  an  oil  well 
are  considerably  different  than  those  employed  in  the  appraisal  of  an 
apartment  building  or  a  farm.  This  does  not  mean  that  there  is  no  basis 
of  comparability  among  these  types  of  common  property. 

Whatever  the  property'  type,  whether  it  be  a  utility  system,  farm, 
office  building,  apartment  building,  oil  well,  residence,  refinery  or 
factory  building,  the  standards  of  value  are  the  same — "full  cash 
value"  or  "market  value."  The  prevailing  economics  for  each  type  of 
property  Avill  determine  how  this  standard  is  to  be  reached  and  the 
roads  thereto  will  be  varied. 

Each  assessor  must  determine  at  what  price  the  property  would  be 
exchanged  between  an  informed  willing  bu3'er  and  an  informed  willing 
seller.  In  DeLuz  Homes,  Inc.  v.  County  of  San  Diego  (45  Cal.  2d  561- 
562),  the  California  Supreme  Court  stated  it  succinctly  as  follows: 

It  provides,  in  other  words,  for  an  assessment  at  the  price  that 
property  would  bring  to  its  owner  if  it  were  offered  for  sale  on  an 
open  market  under  conditions  in  which  neither  buyer  nor  seller 
could  take  advantage  of  the  exigencies  of  the  other.  It  is  a  measure 
of  desirability  translated  into  money  amounts  and  might  be  called 
the  market  value  of  property  for  use  in  its  present  condition. 

Whenever  possible,  the  assessor  will  seek  out  sales  prices  of  com- 
parable property  and  use  them  in  his  value  determination,  adjusting 
for  any  differences  existing  between  the  properties  sold  and  the  prop- 
erty being  appraised.  Lacking  sales  data,  in  the  words  of  the  court 
above  quoted,  he  will  endeavor  to  "find  a  measure  of  desirability  trans- 
lated into  money  amounts."  Putting  it  in  another  way,  he  will  meas- 
ure its  earning  potential  knowing  that  property  is  "worth  what  it 
will  earn."   Of  course,   he  will  take  into   consideration  its  cost,   its 
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age  and  present  physical  condition  and  its  adaptability  to  the  use  for 
which    it   is   employed. 

In  the  valuation  of  utility  property  the  appraiser  frequently  ascer- 
tains the  market  prices  of  the  stock  and  the  bonds  of  the  corporation 
and  applies  these  prices  to  the  securities  outstanding.  Such  a  com- 
putation is,  in  fact,  a  substitute  sale  price  and  has  been  widel.y  rec- 
ognized by  the  courts  as  one  of  the  valid  evidences  of  value.  On 
occasions  the  appraiser  of  common  property  also  may  utilize  this  pro- 
cedure. 

In  both  common  property  and  utility  property,  the  appraiser  will 
apply  the  earnings  test  of  value  wherever  possible  by  capitalizing  the 
net  earnings  arising  out  of  the  use  of  the  property.  The  techniques 
used  may  vary  somcAvhat,  but  the  principle  is  the  same  for  either  class 
of  property. 

The  appraisers  of  both  types  of  property  are  seeking  the  same 
thing — market  value.  Even  though  the  roads  traveled  to  attain  this 
goal  may  be  varied  among  the  several  types  of  common  property  as 
well  as  between  common  property  and  utility  property,  there  is  a 
common  denominator — market  value.  The  answer  to  Question  No.  3, 
therefore,  is  that  when  market  value  has  been  established  for  these 
several  kinds  of  property,  there  exists  a  definite  basis  of  comparability. 

Chapter  2 
RECOMMENDATIONS 

1.  We  recommend  that  "market  value,"  or  its  equivalent  "full  cash 
value,"  be  retained  as  the  standard  for  property  taxation,  but  that  the 
Constitution  be  amended  so  as  to  provide  a  revised  basis  of  assess- 
ment— a  stated  percentage  of  "market  value."  The  new  basis  should 
be  somewhat  higher  than  the  present  statewide  ratio  as  determined 
by  the   State  Board  of  Equalization. 

The  Constitution  of  the  State  of  California,  its  statutes  and  its 
court  decisions  have  set  the  standard  of  assessment  in  the  State  at 
market  value.  There  are  those  who  would  favor  the  abandonment  of 
this  standard  and  the  substitution  of  some  modified  form  of  a  cost 
concept.  We  submit  that  the  market  value,  even  with  its  many  attend- 
ant problems,  is  far  more  objective  than  any  such  substitute.  In  fact, 
the  modifiers  of  a  cost  concept  would  introduce  subjective  elements 
into  the  end  result  and  cause  less  uniformity  rather  than  more.  Even 
though  it  is  true  that  many  properties  are  not  transferred  the  fact 
remains  that  many  other  properties  do  sell.  The  market  value  of  these 
properties  constitutes  a  reliable  guidepost,  wholly  objective.  In  our 
opinion,  so  long  as  states  and  their  minor  subdivisions  of  government 
rely  on  taxes  on  property  as  they  do  now,  market  value  should  always 
be  retained  as  the  benchmark  for  property  tax  purposes. 

However,  it  is  common  knowledge  that  not  only  in  California,  but 
in  practically  every  state,  the  present  level  of  assessment  is  far  below 
market  value.  Without  censuring  anyone,  one  can  say  that,  for  the 
most  part,  it  is  a  by-product  of  our  rapidly  expanding  economy.  Can 
the  State  of  California  expect  that  the  present  levels  of  assessment 
be  brought  up  to  the  standard  prescribed  by  the  Constitution?  At  this 
late  hour,  we  do  not  think  so.  To  require  all  assessors  now  to  conform 
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to  the  market  value  standard  would  create  more  fiscal  problems  than 
it  would  solve. 

It  is  impossible  to  assess  all  property  in  a  county  at  precisely  a 
certain  percent  of  market  value  each  year.  Minor  variations  are  in- 
evitable. We  recommend,  therefore,  that  the  standard  of  assessment  be 
fixed  at  30  percent  of  market  value,  but  that  any  assessment  or  any 
countywide  average  within  the  range  of  27  percent  and  33  percent 
shall  be  deemed  presumptively  correct. 

We  further  recommend  that  the  Constitution  direct  the  State  Board 
of  Equalization  to  bring  countywide  ratios  to  the  accepted  range  grad- 
ually. A  10-year  period  of  adjustment  might  be  prescribed.  Equaliza- 
tion orders  should  also  be  limited  so  that  the  board  could  not  raise  or 
lower  a  county's  assessment  by  more  than  10  percent  in  any  one  year. 
In  other  words,  if  the  board  found  a  county's  ratio  to  be  22  percent, 
the  board  could  not  raise  that  ratio  by  an  equalization  order  to  more 
than  24.2  percent  (22%  -f  2.2%)  in  one  year.  Should  the  assessment 
ratio  in  any  county  for  a  given  year  be  lower  than  in  the  previous 
year,  the  board  should  not  be  limited  to  the  10  percent  increase. 

2.  We  further  recommend  that  the  constitutional  amendment  direct 
the  board  to  bring  utility  assessments  to  the  30  percent  level  gradually 
over  a  period  of  years.  The  rapid  expansion  of  utility  property  in 
recent  years  very  likely  will  continue  in  the  future.-  We  believe  it 
should  be  possible  to  efifect  equalization  of  utility  assessments  with  only 
minor  financial  loss  to  counties,  if  any,  by  utilizing  this  expected 
growth.  A  type  of  "grandfather  clause"  might  be  provided  so  that 
in  years  subsequent  to  the  base  year,  say  1958,  the  reduction  in  any 
county  would  not  be  greater  than  one-half  of  1  percent  in  any  year. 
Exceptions  would  have  to  be  made,  of  course,  for  such  things  as  aban- 
donments of  property  and  acquisitions  by  municipal  agencies. 

3.  We  further  recommend  that  the  board  be  required  to  publish 
annually  its  findings  as  to  the  assessment  ratio  in  each  county.  It 
should  also  be  required  to  publish  the  ratio  at  which  it  is  assessing 
utility  property. 

It  is  important  that  ratios  established  for  the  several  counties  be 
known  in  order  that  the  county  boards  of  equalization  may  perform 
their  functions  as  to  intracounty  equalization.  Utility  assessment  ratios 
should  be  made  a  matter  of  record  to  indicate  the  progress  being 
made  toward  complete  equalization  with  common  property. 

4.  We  recommend  that  jurisdiction  to  assess  rLonoperating  properties 
owned  by  the  utilities  be  returned  to  the  county  assessors.  However, 
we  would  suggest  that  the  State  Board  of  Equalization  annually  certify 
the  several  descriptions  of  nonoperating  properties  to  the  proper  county 
authorities. 

We  also  recommend  that  jurisdiction  to  assess  "pipelines,  flumes, 
canals,  ditches  and  aqueducts  not  entirely  within  the  limits  of  any 
one  county"  be  returned  to  the  counties.  The  nature  of  these  properties 
are  such  that  the  unit  rule  of  appraisal  cannot  be  employed. 

The  jurisdiction  to  assess  nonoperating  properties  is  now  vested 
in  the  State  Board  of  Equalization  by  reason  of  the  langiiage  in 
Article  XIII,  Section  14  of  the  Constitution  which  reads  in  part  as 
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follows:  "*  *  *  and  all  property,  other  than  franchises,  owned  or 
used  by*  *  *"  (designating  the  several  classes  of  companies  to  be 
state-assessed).  Nonoperating  properties  conld  be  excluded  from  state 
jurisdiction  to  assess  if  the  language  read  "*  *  *  all  property,  other 
than  franchises,  owned  or  used  in  the  principal  businesses  of  companies 
hereinafter  enumerated." 

Nonoperating  property  does  not  have  the  characteristics  requiring 
unitary  appraisal  procedure.  In  fact,  it  is  no  different  than  common 
or  general  property  and,  hence,  it  is  valued  by  the  same  techniques 
employed  by  the  county  assessor.  "VVe  see  no  good  reason  why  the 
State  should  assess  such  property. 

However,  the  line  of  delineation  betw^een  operating  and  nonoperating 
property  frequently  is  so  difficult  to  determine  that  to  avoid  confusion 
and  misunderstanding,  we  believe  the  state  board  should  be  required 
to  make  such  decision  for  it  has  available  to  it  the  detailed  reports 
of  the  several  taxpayers.  Furthermore,  if  this  is  done,  there  w^ould  be 
little  chance  that  any  property  would  escape  assessment  and  taxation. 

5.  We  recommend  that  the  Constitution  be  amended  so  as  to  include 
the  operating  properties  of  regulated  air  carriers  and  of  water  utilities 
among  the  properties  to  be  state-assessed. 

In  Article  XIII,  Section  14  of  the  Constitution,  several  classes  of 
property  are  enumerated  as  subjects  for  state  assessment.  Most  of  the 
classes  listed  are  utilities,  but  water  utilities  and  air  carriers  are  not 
included.  At  the  present  time,  water  utilities  are  assessed  by  the  county 
assessors,  even  though  some  of  the  utilities  are  intercounty.  In  our 
opinion,  the  jurisdiction  to  assess  these  properties  should  be  vested  in 
the  State  for  the  reason  that  the  Valuation  Division  is  in  the  better 
position  to  assemble  assessment  information. 

As  to  the  air  carriers,  county  assessors  may  be  able  to  assess  ground 
property  but  flight  equipment  practically  defies  local  assessment. 
Several  states  within  the  last  decade  or  so  have  enacted  legislation 
to  provide  for  central  assessment  of  air  carrier  property.  "We  recom- 
mend that  California  amend  its  Constitution  so  as  to  bring  both  pri- 
vately owned  water  utilities  and  regulated  air  carriers  under  the  assess- 
ment jurisdiction  of  the  State  Board  of  Equalization. 

6.  AYe  recommend  that,  if  the  present  method  of  allocating  segments 
of  unitary  value  to  code  areas  in  proportion  to  depreciated  reproduc- 
tion cost  be  continued,  the  method  be  followed  consistently  without 
any  deviation  whatever. 

"We  further  recommend  that  the  State  Board  of  Equalization  conduct 
experimental  studies  in  an  effort  to  determine  whether  depreciated 
cost  of  reproduction  or  depreciated  historical  cost  is  the  better  measure 
for  spreading  the  unitary  value  equitably  among  code  areas. 

Primarily,  the  Valuation  Division  of  the  State  Board  of  Equaliza- 
tion allocates  segments  of  the  determined  unitary  value  of  utility 
operating  property  to  code  areas  in  proportion  to  the  ratio  of  the 
total  unitary  value  to  the  total  depreciated  cost  of  reproduction  of  the 
operating  property.  But  this  rule  is  not  followed  consistently.  The  most 
important  deviation  is  in  the  treatment  of  land.   Even  though  the 
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division  determines  a  unit  value  of  all  operating  property,  including 
land,  it  appraises  each  individual  description  of  land  separately  and 
subtracts  the  total  appraised  values  of  lands  from  the  total  unit  value 
and  also  from  total  depreciated  reproduction  cost  before  determining 
the  ratio  for  allocating  the  remainder  of  the  unitary  value  to  code 
areas.  The  value  of  lands  included  in  depreciated  reproduction  cost 
is  the  appraised  value.  If  the  total  overall  ratio,  let  us  say,  is  75  percent 
and  lands  are  set  aside  out  of  both  sides  of  the  fraction  at  100  percent, 
the  resulting  ratio  for  allocating  the  remainder  of  the  property  will 
be  below  75  percent.  In  other  words,  lands  are  treated  in  the  allocation 
procedure  as  though  they  were  not  a  part  of  the  unit  value. 

The  division's  reason  for  this  deviation  apparently  is  due  to  a  rule 
of  procedure  adopted  several  years  ago  which  is  stated  in  the  division's 
manual  in  Section  246.0,  page  1,  as  follows:  "In  all  cases  an  endeavor 
is  made  never  to  allocate  to  any  item  of  property  less  than  it  would 
be  as  salvage,  i.e.,  in  a  free  market  disassociated  from  the  unit."  The 
rule  is  followed  regularly  in  the  case  of  lands  and  occasionally  as  to 
items  of  improvements  and  personal  property. 

In  ovtr  opinion,  the  division's  rule  violates  the  principles  of  unit 
valuation.  What  is  more  important,  the  preferencial  treatment  accorded 
to  land  and  occasionally  to  items  of  improvements  and  personal  prop- 
erty creates  unwarranted  distortions  in  the  allocation.  In  Chapter  10, 
Part  III  and  related  appendices,  we  point  out  specific  distortions 
created  by  the  Valuation  Division's  methods. 

Chapter  3 
THE  RESPONSIBILITIES  OF  THE  STATE  BOARD  OF  EQUALIZATION 

The  State  Board  of  Equalization,  apparently  as  a  deliberate  policy, 
holds  itself  somewhat  aloof  from  the  valuation  of  utilities.  Year  after 
year  the  valuations  recommended  by  the  staif  are  accepted  by  the 
board  and  are  certified  to  the  counties  for  assessment.  But  in  doing  so, 
it  would  appear  that  the  board  does  not  adopt  these  values  as  its  own. 

In  our  work  with  many  other  states  we  have  found  no  other  situation 
in  which  the  responsible  officials  held  themselves  aloof  from  the  de- 
cisions they  were  required  to  make  by  law.  Quite  the  contrary,  in  state 
after  state  the  responsible  officials  actively  participate  in  the  value 
determinations.  They  rely  heavily  upon  the  work  of  a  technical  staff, 
it  is  true,  but  they  make  every  effort  to  understand  that  work.  And 
in  every  other  state  with  which  we  have  worked  the  final  valuation  can 
truly  be  said  to  be  the  best  judgment  of  the  men  themselves  who  are 
responsible  by  law  for  making  the  determination. 

The  situation  in  California  is  in  sharp  contrast.  Even  though  in 
open  meetings  members  of  the  board  will  express  doubt  as  to  the 
valuations  found  by  the  staff,  year  after  year  those  valuations  and 
allocations  to  the  counties  are  certified  by  the  board. 

Our  observation  in  other  states  is  that  active  participation  by  the 
responsible  officials  goes  a  long  way  toward  ironing  out  problems  such 
as  those  that  now  beset  California.  The  interest  and  understanding  of 
these  officials  permit  them  to  exert  the  leadership  incumbent  in  their 
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result  of  inflation.  In  competitive  business  the  charges  and  profits  tend 
to  adjust  to  inflated  costs.  The  nonutility  plant  originally  costing 
$1,000,000,  for  example,  that  would  cost  $1,500,000  to  replace  will 
ordinarily  over  a  period  of  time  produce  an  earnings  adequate  to 
justify  a  $1,500,000  investment.  This  is  so  because  any  new  or  poten- 
tial competition  could  be  justified  only  on  a  $1,500,000  earnings  base. 
That  is  why  the  cost  of  duplicating  an  existing  property  has  consider- 
able relevance  in  the  appraisal  of  general  property. 

The  utilities  have  long  contended  that  their  earnings  should  be  fixed 
on  a  replacement  or  reproduction  cost  basis,  in  other  words  that  they 
should  be  allowed  to  earn  a  so-called  "fair  return"  on  what  it  would 
cost  to  duplicate  their  property  at  current  prices.  The  Public  Utilities 
Commission  of  California,  the  Federal  Power  Commission,  the  Federal 
Communications  Commission,  however,  and  those  of  most  other  states, 
have  rejected  this  argument.  They  have  limited  earnings  to  a  fair 
return  on  an  original  or  historical  cost.*"  A  utility  plant  that  originally 
cost  $1,000,000,  in  other  words,  would  be  allowed  to  earn  a  fair  return 
on  only  the  $1,000,000,  even  though  it  might  cost  $1,500,000  to  dupli- 
cate the  plant. 

In  our  illustration,  on  a  6  percent  basis  the  utility  would  be  allowed 
to  earn  roughly  $60,000  a  year — or  6  percent  on  its  $1,000,000  original 
cost.  Needless  to  say,  if  it  were  allowed  to  earn  6  percent  on  the  $1,500,- 
000  that  it  would  cost  to  duplicate  the  plant,  the  $30,000  in  added 
earnings  would  enhance  the  utility's  market  value.  The  amount  for 
which  the  plant  would  sell,  or  the  aggregate  market  price  of  its  stocks 
and  bonds,  would  be  roughly  half  again  as  high  with  $90,000  earnings 
as  with  $60,000  earnings. 

Since  property  tax  is  based  on  market  value,  restricting  utility  earn- 
ings to  a  fair  return  on  historical  cost  definitely  holds  down  the  tax 
base  during  a  time  of  inflation.  The  tax  base  for  nonutility  property, 
where  earnings  tend  to  follow  the  inflationary  trend,  will  without  ques- 
tion rise  faster  than  the  utility  tax  base. 

This  slow  rise  in  the  utility  tax  base  during  the  inflationary  period 
is  not  entirely  to  the  disadvantage  of  the  government,  however.  There 
is  a  counterpart  to  the  slow  rise  of  utility  values  in  that  they  also 
decline  slowly  in  a  period  of  deflation.  During  the  depression  when 
competitive  property  values  were  tumbling,  the  relative  stability  of 
utility  values  produced  sorely  needed  revenues. 

The  stabilizing,  leveling  influence  of  the  utilities  in  the  property 
tax  picture  is  primarily  due  to  the  use  of  historical  cost  as  the  rate 
base,  as  we  have  here  indicated.  There  are,  however,  other  factors  that 
work  toward  the  same  end.  Utility  services  are,  next  to  food,  among 
the  most  fundamental  elements  in  our  way  of  life.  Consequently 
utility  revenues  are  less  affected  by  a  depression  than  revenues  of 
almost  any  other  business.  Even  though  utility  regulation  does  not 
result  in  guaranteed  earnings,  as  is  frequently  asserted  by  many,  there 
is  a  stability  of  earnings  that  holds  their  property  values  up  during 
times  of  depression. 

«  It  is  frequently  not  realized  that  iiistorical  cost  does  not  mean  the  cost  to  the  present 
company  but  the  cost  of  property  when  it  was  first  devoted  to  public  uillty  use 
Thus,  regardless  of  how  many  times  and  at  what  prices  utility  property  may 
change  hands,  it  will  g-o  on  the  books  and  into  the  earnings  base  of  a  utility  at 
only  the  original  cost  when  it  was  first  devoted  to  public  utility  use. 
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This  leveling  influence  of  utility  values  cannot  be  demonstrated 
for  California  because  prior  to  and  during  the  early  years  of  the 
depression  California  utilities  were  taxed  on  a  gross  receipts  basis. 
Hence  we  have  compiled  80-year  assessment  trends  for  general  prop- 
erty and  for  electric  and  gas  utilities  in  the  State  of  Wisconsin. 
(Telephone  companies  are  not  included  because  they  are  taxed  on  a 
gross  revenue  basis  in  Wisconsin.)'^ 

Appendix  6A  is  a  graph  showing  the  Wisconsin  assessment  trends. 
For  both  utility  assessments  and  llie  full  value  of  general  property 
the  amount  shown  for  the  year  1928  has  been  fixed  as  the  base  year 
with  an  index  ninnber  of  100  and  the  amounts  in  both  categories  for 
the  29  years  have  been  computed  as  ratios  of  the  base  year.  Note  that 
the  decline  in  utility  assessments  began  about  1933,  but  that  the  level 
of  assessments  during  the  depression  period  Avas  fairly  uniform.  The 
utility  index  commenced  to  rise  gradually  during  World  War  11.  Fol- 
lowing the  war  the  rise  became  rather  steep  because  of  the  injection 
of  a  large  amount  of  new  property  into  the  rate  base  as  a  result  of 
the  tremendous  plant  exi)ansion  needed  to  satisfy  greatly  increased 
demands  for  utility  services. 

Now  note  the  wholly  different  behavior  of  general  property  values. 
At  the  very  beginning  of  the  depression,  these  values  dropped  consid- 
erably below  the  base  line  and  stayed  there  until  1946  when  inflation- 
ary forces  soon  caused  them  to  rise  considerably  above  the  utility 
levels.  Since  1947  the  general  property  levels  have  kept  above  the 
utility  levels,  as  could  be  expected  because  of  the  differences  in  the 
economics  of  the  two  groups. 

The  above  discussion  does  not  apply  to  the  rail  carrier  industry.  In 
many  respects  the  rails  have  lost  their  monopoly  characteristics  due 
largely  to  the  inroads  made  by  competing  forms  of  transportation. 
This  erosion  of  business,  formerly  belonging  exclusively  to  the  rail- 
roads, has  resulted  in  gross  under-utilization  of  rail  carrier  plant. 
The  under-utilization  is  due  in  part  to  the  fact  that  of  necessity  rail 
carrier  plant  has  been  geared  to  service  peaks — peaks  that  do  not 
occur  ordinarily  except  in  times  of  crises  such  as  existed  during  World 
War  II.  For  normal  rail  transportation  business,  as  we  know  it  today, 
much  of  the  trackage  and  extensive  terminal  property  is  surplus.  In 
other  words,  there  are  substantial  amounts  of  economic  obsolescence 
in  practically  every  rail  carrier  plant. 

Of  course  the  rail  carriers  are  subject  to  regulation,  but  tariff 
charges  today  no  longer  are  based  upon  a  reasonable  return  on  any 
cost  concept,  but  rather  on  what  the  traffic  will  bear  in  a  very  competi- 
tive market.  There  appears  small  likelihood  that  in  the  foreseeable 
future  the  rails  will  again  earn  a  return  commensurate  with  the  plant 
they  are  required  to  maintain.  It  follows  therefore,  that  in  the  appraisal 
of  rail  carrier  property,  the  cost  of  the  property  plays  a  very  minor 
role,  if  any,  among  the  family  of  value  evidences.  In  summary,  the 
properties  of  electric,  gas,  telephone  and  water  utilities  are  different 

''See  Appendix  6.  The  Wisconsin  Department  of  Taxation  is  required  annually  to  com- 
pile full  market  values  for  all  locally  assessed  property,  largely  for  purposes  of 
equalization.  We  were  advised  that  currently,  locally-assessed  values  are  approxi- 
mately 50  percent  of  state-determined  full  market  values.  A  recently  released 
Bureau  of  the  Census  report  roughly  confirms  this  assessment  level. 
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from  general  property  in  that  they  are  regulated  industries  with 
monopoly  characteristics.  Government  regulations  cover  the  services 
utilities  furnish,  and  more  important  from  an  ad  valorem  tax  stand- 
point, they  cover  the  charges  utilities  make  and  the  amounts  they  are 
allowed  to  earn.  In  California  the  amount  a  utility  is  allowed  to  earn 
is  fixed  at  a  "reasonable  return"  on  the  historical  cost  of  the  utility 
property.  Fixing  earnings  on  a  historical  cost  basis  holds  down  values 
during  time  of  inflation.  On  the  other  hand,  it  helps  keep  earnings 
up  during  depression  periods  and  provides  a  much  needed  stability 
to  the  property  tax  system.  It  does  not  seem  likely  in  the  foreseeable 
future  that  rail  carriers  as  a  class  will  earn  a  reasonable  return  on 
either  depreciated  historical  cost  or  depreciated  reproduction  cost. 

Chapter  5 

SHOULD  DEPRECIATED  COST  OF  REPRODUCTION  BE  USED  AS  A  TEST 
OF  MARKET  VALUE  IN  THE  APPRAISAL  OF  UTILITY  PROPERTIES? 

This  question  has  assumed  considerable  prominence  in  the  State  of 
California  in  the  last  decade  or  so.  In  fact,  it  seems  to  be  one  of  the 
focal  points  of  the  present  controversy.  In  the  correspondence  between 
Mr.  Holl  and  Mr.  Pitman,  for  example,  it  is  indicated  by  Mr.  Pitman 
that  depreciated  reproduction  cost  should  be  the  initial  test  of  value.  A 
few  persons  have  even  gone  so  far  as  to  suggest  that  depreciated  cost  of 
reproduction  should  be  the  sole  measure  of  utility  value.  Most  advocates 
of  its  use,  however,  consider  it  as  only  one  evidence  of  value  to  be 
weighed  along  with  other  well-recognized  value  evidences.  In  fact,  any 
attempt  on  the  part  of  an  assessing  body  to  use  it  as  the  sole  measure 
of  value  would  almost  certainly  be  rejected  by  the  courts.  The  purpose 
of  this  chapter  is  to  discuss  depreciated  reproduction  cost  and  point  out 
why  we  do  not  consider  it  a  suitable  evidence  of  value,  particularly  in 
the  appraisal  of  electric,  gas,  telephone  and  water  utility  properties. 

The  best  know  authority  on  the  subject  of  value.  Dr.  James  C.  Bon- 
bright,  Professor  of  Finance  at  Columbia  University,  has  dealt  with  the 
use  of  depreciated  reproduction  cost  as  an  evidence  of  utility  value  in 
his  book  and  in  his  talks.  Because  of  his  pre-eminent  standing,  the  ex- 
pressions of  Dr.  Bonbright  are  worthy  of  being  quoted  at  some  length. 

On  page  170  of  his  treatise  entitled  "Valuation  of  Property,"  Dr. 
Bonbright  comments  on  this  problem  as  follows : 

In  an  assignment  of  this  nature,  the  orthodox  procedure  is  to 
build  up  the  valuation  of  the  plant  by  what  purports  to  be  a  sum- 
mation of  the  separately  appraised  values  of  the  assets.  But  such  a 
procedure,  were  it  followed  literally,  would  reach  ridiculous  results, 
for  it  would  lead  to  a  grossly  excessive  valuation  of  the  entire  plant. 

He  then  goes  on  to  say : 

Even  the  capitalization  of  reported  realized  earnings,  despite  its 
wide  margins  of  error  due  to  the  uncertainty  whether  these  earn- 
ings will  continue,  is  ordinarily  far  preferable  to  a  valuation  based 
solely  on  book  values  or  replacement  costs. 
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On  page  241  of  the  same  text  he  states : 

Under  Federal  constitutional  laAV  as  intrepreted  by  the  courts, 
these  enterprises  are  entitled,  with  various  qualifications,  to  charge 
such  rates  as  will  yield  a  "reasonable  return  on  the  fair  value"  of 
their  useful  property.  "Fair  Value"  has  here  been  identified  with 
actual  cost  or  with  replacement  cost,  or  else  with  some  compromise 
between  those  two  types  of  cost  .  .  .  This  rule  of  rate  making  has 
an  important,  though  indirect  influence  on  the  commercial  value  of 
the  utility  enterprise.  If  the  enterprise  has  been  earning  an  inade- 
quate return  on  * '  fair  value, ' '  it  may  succeed  in  persuading  *  *  * 
a  commission  to  allow  a  rate  increase;  if  it  has  been  earning  an 
excessive  return,  it  may  be  compelled  to  reduce  its  rates.  In  this 
fear  of  rate  decreases  and  hope  of  rate  increases  lies  an  argument 
for  the  relationship  between  the  "fair  value"  of  the  assets  and  the 
commercial  value  of  the  enterprise.^ 

The  value  evidences  employed  by  us  in  making  appraisals  of  Cali- 
fornia utilities  for  this  report  have  already  been  set  forth.  Reproduction 
cost  new  less  depreciation  (RCNLD)  was  not  included.  In  this  respect 
we  differ  from  the  Board  of  Equalization.  In  the  board's  recently  com- 
pleted public  utility  manual  (Sec.  241.0,  p.  1)  it  states  that  RCNLD  is 
given  consideration.  The  values  it  finds,  however,  indicate  that  the 
RCNLD  is  given  only  minor  weight. 

Whatever  weight  is  given  by  the  State  Board  of  Equalization  to 
RCNLD  in  its  full  value  determinations,  the  record  indicates  that  the 
Valuation  Division  annually  computes  RCNLD  for  each  of  the  utility 
taxpayers.  Actual  cost  data  are  trended  up  to  current  price  levels.^ 

We  would  readily  agree  that  RCNLD  would  be  a  valid  test  of  value 
providing  there  were  abundant  evidence  that  a  prospective  purchaser 
would  buy  a  given  property  on  the  basis  of  RCNLD.  Our  reason  for 
discarding  RCNLD  as  a  test  of  market  value  is  twofold : 

1.  In  practically  everj^  case,  a  prospective  purchaser  of  a  closely 
regulated  utility  could  not  finance  a  purchase  on  that  basis. 

2.  The  California  Public  Utilities  Commission  allows,  as  a  maximum, 
rates  of  return  for  electric,  gas  and  telephone  utilities  based  upon 
a  reasonable  return  on  depreciated  historical  or  original  cost.  The 
ceiling  thus  imposed  upon  rates  is  responsible  for  the  statement 
in  Reason  No.  1.  In  the  ensuing  discussion,  we  will  use  specific 
illustrations  to  show  the  logic  of  these  conclusions. 

As  stated  above,  if  a  given  utility  were  able  to  earn  a  reasonable 
return  on  RCNLD,  the  market  value  determination,  in  our  opinion, 
should  approximate  RCNLD,  but  such  situations  are  very  rare.^^ 

*  "Pair  value"  in  the  State  of  California  means  depreciated  historical  cost. 

'See  Appendix  8  for  sample  of  trending  factors.  There  are  10  pages  of  such  price 
relationships  in  the  Valuation  Division  Manual. 

10  An  excellent  exception  is  the  Trona  Railroad  Company.  Its  stock  is  owned  by  the 
American  Potash  and  Chemical  Co.  Its  principal  business  is  transporting  the  prod- 
ucts of  the  parent  company  and  its  earnings  are  high.  In  1956  it  earned  11.5  per- 
cent on  RCNLD  and  16.8  percent  on  HCLD.  Its  depreciated  reproduction  cost  was 
$2,340,627  and  the  1957  value  determined  by  the  Valuation  Division  was  $2,340,000. 
We  were  told  that  the  valuation  would  have  been  higher  if  the  Attorney  General 
had  not  ruled  that  RCNLD  was  a  ceiling  on  value. 
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In  most  instances  the  unitary  value  determination  by  the  Valuation 
Division  of  the  State  Board  of  Equalization  are  considerably  below 
RCNLD  data  computed  by  the  division.  The  same  is  true  for  the  20 
utilities  appraised  by  the  writer.  Appendix  18  shows  the  market  values 
as  determined  by  the  Valuation  Division  for  these  20  utility  companies, 
the  RCNLD  computed  figures  for  each  company  and  computed  result- 
ing ratios.  Column  4  shows  what  percentage  increase  would  be  neces- 
sary if  the  market  values  were  to  be  equal  to  RCNLD.  The  percent 
increases  range  from  a  low  of  7.9  percent  in  the  case  of  California  Water 
and  Telephone  Co.  to  a  high  of  695.6  percent  for  Sacramento  Northern 
Ry.  Co.  Does  this  mean  that  the  state  board's  appraisals  and  those  of 
the  writer  do  not  represent  "full  cash  value"?  Or,  phrasing  the  ques- 
tion conversely,  does  the  use  of  RCNLD  as  a  base  for  property  taxation 
qualify  as  an  adequate  test  of  "full  cash  value"  required  by  the  Cali- 
fornia Constitution?  Do  these  RCNLD  figures  reflect  "a  measure  of 
desirability  translated  into  money  amounts  *  *  *"  as  stated  by  the 
Supreme  Court?  (45  Cal.  2d  561-562).  Wo  do  not  think  so. 

In  appraising  a  large  industrial  property  such  as  a  public  utility 
system,  a  good  appraiser  will  ask  himself  two  questions: 

1.  If  I  were  to  purchase  this  property,  what  return  can  I  reasonably 
expect  from  my  investment? 

2.  How  am  I  going  to  finance  the  purchase? 

The  two  questions  above  stated  are  closely  related  for  without  ade- 
quate earning  potential,  the  prospective  purchaser  cannot  finance  the 
purchase,  i.e.,  capital  cannot  be  induced  into  the  business.  In  a  property 
of  this  magnitude,  of  necessity,  the  purchaser  will  be  a  corporation. 
The  purchase  must  be  financed  by  the  issuance  of  bonds  and  stock 
(probably  both  common  and  preferred). 

To  illustrate,  the  depreciated  reproduction  cost  of  the  operating  prop- 
erties of  the  Pacific  Gas  and  Electric  Company  in  1957  was  $2,730,- 
000,000.  Now  if  this  figure  represents  the  full  value  of  the  property  for 
ad  valorem  tax  purposes,  as  some  parties  contend,  it  must  also,  under 
the  Constitution  of  the  State  and  the  Revenue  and  Taxation  Code,  be 
the  market  value  of  the  property.  That  means  that  the  property  would 
sell  for  that  price.  Can  a  prospective  purchaser  finance  the  purchase 
on  that  basis? 

For  the  moment,  let's  assume  that  he  attempts  to  do  so.  Part  of  the 
purchase  price  will  be  financed  by  the  issuance  of  bonds,  but  the  Public 
Utilties  Commission  does  not  favor  bonds  in  the  capital  structure  in 
excess  of  50  percent  thereof.  For  an  issue  of  this  size,  the  coupon  rate 
would  not  be  less  than  4  percent.  Assume  that  the  remainder  of  the 
purchase  price  is  financed  by  15  percent  preferred  stock  and  35  percent 
common  stock.  Ordinarily  the  preferred  stock  dividend  rate  will  be  1 
percent  more  than  the  bond  rate,  but  to  be  conservative,  we  will  assume 
a  4.5  percent  preferred  stock  dividend  rate.  The  capital  structure  under 
these  assumptions  will  be  : 

Peicent 

4%    bonds    50 $1,365,000,000 

4.5%    preferred   stock 15 409,500,000 

Common  stock 35 955,500,000 

Total 100 $2,730,000,000 
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Now  to  sell  these  securities  in  order  to  provide  the  purchase  price, 
the  income  available  for  interest  and  dividends  must  be  adequate  to  at- 
tract capital.  The  prospective  purchaser  must  compete  not  only  with 
other  California  industrial  and  utility  enterprises  but  with  demands  for 
investment  capital  in  the  Nation  generally.  In  1956,  the  income  of 
Pacific  Gas  and  Electric  available  for  interest  and  dividends  was  $99,- 
831,343.  But,  under  the  assumed  conditions  in  the  illustration,  this 
amount  will  decrease  due  to  a  large  increase  in  ad  valorem  taxes,  even 
though  income  taxes  will  be  reduced.  Appendix  9  shows  that  the  revised 
income  available  for  payment  of  interest  and  dividends  is  $90,830,360. 
The  following  table  show  the  demands  on  this  income  by  the  several 
classes  of  securities : 

Income     available     for     interest     and     dividends 

(Appendix   9)    $90,830,360 

Amount  required  for  interest  and  preferred  stock 
dividends : 

Bond   interest  4  percent $54,600,000 

Preferred  stock  dividends  4.5  percent 18,427,500     73,027,500 

Amount  remaining  for  common  stock  holder $17,802,800 

Common  stock  outstanding 955,500,000 

Return  on  common  stock,  if  all  income  available 

were  paid  out  in  common  stock  dividends 1.86% 

But  good  management,  seldom,  if  ever,  pays  out  all  its  net  income 
in  dividends.  P.  G.  &  E.  paid  out  slightly  over  73  percent  of  its  earnings 
available  for  common  stock  in  1956.  For  our  illustration,  let  us  assume 
an  80  percent  paj^out. 

Income  available  for  common  stock  as  above $17,802,860 

80  percent  pay  out 14,242,288 

Return   to   stockholders 1.49% 

The  writer  was  advised  by  the  Public  Utilities  Commission  that  utili- 
ties located  in  California  find  it  difficult  to  compete  for  capital  money 
with  utilities  in  states  where  regulation  is  not  so  restrictive  even  when 
the  California  commission  allow^s  a  return  of  8  to  10  percent  on  com- 
mon stock.  Would  any  one  contend  that  a  return  of  1.49  percent  or 
even  1.86  percent  in  common  stock  is  reasonable? 

The  Pacific  Gas  and  Electric  Company  operating  properties  cannot 
possibly  be  worth  depreciated  reproduction  cost  for  the  following 
reasons : 

1.  Its  earnings  as  limited  by  commission  regulation  are  grossly  in- 
adequate to  support  a  depreciated  reproduction  cost  valuation. 

2.  A  prospective  purchaser  could  not  finance  such  a  purchase. 

3.  The  California  Public  Utilities  Commission  limits  the  company's 
earnings  to  a  reasonable  return  on  depreciated  historical  cost,  not 
depreciated  reproduction  cost. 

4.  Even  if  the  sale  could  be  consumated,  the  purchaser  would  be 
required  by  commission  edict  to  base  his  rates  of  service  not  on  his 
purchase  price  (RCNLD),  but  on  the  seller's  cost  (HCLD).  This 
fact  alone  would  deter  any  prospective  purchaser  from  incurring 
such  a  risk. 
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For  each  of  the  other  electric,  gas  and  telephone  utilities  the  possi- 
bility of  selling  the  utility  at  depreciated  reproduction  cost  is  equally 
remote.  It  should  not  be  necessary  to  belabor  the  point  for  the  reason- 
ing in  each  case  is  the  same  as  for  P.  G.  &  E.  Of  course  a  utility  with 
a  predominance  of  new  property  in  its  fixed  capital  account  and  which 
is  currently  earning  a  reasonable  return  on  such  fixed  capital  will  have 
a  commercial  value  (full  cash  value)  not  far  below  its  depreciated  re- 
production cost.  Appendix  19  shows  that  some  of  the  telephone  com- 
panies are  in  such  a  situation. 

As  for  the  railroads  operating  in  California,  surely  no  one  familiar 
with  the  railroad  situation  would  seriously  assert  that  the  railroad  tax 
base  should  be  depreciated  reproduction  cost.  Appendix  19  shows  that 
Class  1  rail  carriers  do  not  earn  an  adequate  return  even  on  depreciated 
historical  cost.  On  depreciated  reproduction  cost,  the  return  is  very 
dismal.  As  pointed  out  in  Chapter  21,  Part  V  of  this  report,  it  is  true 
that  an  exhibit  showing  depreciated  reproduction  cost  for  each  of  the 
Class  1  rail  carriers  is  introduced  in  the  rate  proceedings  before  the 
Interstate  Commerce  Commission,  but  in  recent  years,  there  is  little 
evidence,  if  any,  that  the  commission  bases  its  conclusions  on  a  percent 
return  on  such  cost  concepts.  If  it  did,  with  the  present  plight  of  the 
carriers,  the  rails  would  price  themselves  out  of  the  transportation 
business. 

In  recognition  of  these  facts,  authorities  in  the  appraisal  field  regard 
depreciated  reproduction  cost  as  having  minor  significance  for  rail 
carrier  property.  For  all  other  utilities  they  discredit  it  completely  as 
a  value  evidence. 

Probably  those  who  would  require  the  sole  use  of  KCNLD  as  the  tax 
base  for  utility  property  are  in  the  minority.  Many  others  who  favor 
the  use  of  RCN  urge  that  it  be  the  starting  point  in  the  process,  and 
that  it  be  reduced  by  the  amount  representing  physical  depreciation 
further  reduced  under  some  circumstances,  by  economic  obsolescence. 
Economic  obsolescence  is  exceedingly  difficult  to  measure.  Any  attempt 
to  eliminate  it  is  wholly  subjective  and  likely  to  be  nothing  better  than 
a  guess.  If  the  whole  purpose  is  to  achieve  uniformity  among  taxpayers, 
we  submit  that  such  a  subjective  approach  is  more  likely  to  create 
discrimination  than  to  achieve  uniformity. 

In  summary,  depreciated  reproduction  cost,  in  our  opinion,  should 
not  be  employed  as  an  evidence  of  value  in  the  appraisal  of  electric,  gas, 
telephone  and  water  utility  property.  As  a  matter  of  fact,  in  our  ap- 
praisal work  covering  a  period  of  over  29  years,  we  have  never  used  it 
in  such  appraisals. ^^ 

Since  the  Public  Utilities  Commission  uses  depreciated  historical  cost 
as  a  rate  base,  utilities  operating  in  California  are  allowed  to  earn  a 
fair  return  only  on  this  historical  cost.  At  the  present  time,  reproduc- 
tion or  replacement  costs  are  far  higher  than  historical  costs.  As  a  re- 
sult, the  allowed  earnings  are  considerably  less  than  would  be  required 
to  support  a  depreciated  reproduction  cost  valuation.  A  test  of  this 

"In  an  address  to  the  National  Tax  Association  Dr.  Bonbright  made  this  significant 
statement :  "One  is  forced  to  conclude  that  public  utility  properties  should  be 
assessed,  not  at  their  socalled  physical  values,  but  rather  at  their  commercial 
values — at  those  values  which  alone  measure  the  economic  power  of  the  security 
holders  who  are  the  beneficial  holders  of  the  properties."  (See  p.  214  of  1937 
N.  T.  A.  proceedings.) 
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using  Pacific  Gas  and  Electric  as  an  example  shows  that  present  earn- 
ings could  not  finance  a  depreciated  reproduction  cost  valuation.  There 
would  be  virtually  nothing  left  of  the  earnings  after  interest  payments 
to  support  the  stock  equity. 

In  recognition  of  these  facts,  authorities  in  the  appraisal  field  dis- 
credit depreciated  reproduction  cost  as  a  valuation  factor  in  the  ap- 
praisal of  closely  regulated  utilities.  For  rail  carrier  property  they 
regard  it  as  having  minor  significance.^^ 

Chapter  6 

WHY    IS   A    NEW    PORTION    OF    A    UTILITY    PROPERTY    FREQUENTLY 

ALLOCATED  TO  A  COUNTY  AND  ENTERED  ON  THE  TAX  ROLL 

AT    LESS   THAN    50    PERCENT   OF    ITS   ACTUAL    COST? 

The  term  "state-assessed"  in  California  means  the  amount  that 
appears  on  county  rolls.  Such  amounts  are  merely  allocations  of  the 
unit  value  determination.  They  are  not  in  fact  value  determinations 
which  the  term  "assessment"  implies.  In  Part  III  of  this  report  we 
discuss  the  methods  of  intrastate  allocation  currently  being  used  by  the 
board  and  point  out  that,  by  its  very  nature,  intrastate  allocation  of  a 
unitary  value  determination  is,  at  least  to  some  extent,  arbitrary. 
Nevertheless,  the  law  requires  that  such  allocations  be  made.  The  state 
board  applies  a  50  percent  equalization  factor  to  the  apportioned  seg- 
ments of  the  unitary  values.  If  we  can  assume  for  the  moment  that  the 
method  of  intrastate  allocation  is  perfect,  i.e.,  that  the  unitary  value 
has  been  evenly  spread,  then  it  can  be  said  that  the  so-called  "assess- 
ments" at  situs  represent  an  allocation  of  50  percent  of  market  value. 
The  assumption,  however,  has  doubtful  validity.  Our  studies  have  con- 
vinced us  that  the  methods  of  intrastate  allocation  employed  operate  so 
that  the  allocated  segments  of  the  unit  are  not  always  evenly  spread, 
although  the  total  amount  apportioned  does  represent  50  percent  of 
market  value. 

We  are  frequently  confronted  with  the  statement  that  if  a  new 
segment  of  a  utility  property  costing  $10,000,000  shows  up  on  the  local 
roll  at  $4,000,000, 'instead  of  $5,000,000,  this  proves  that  the  State  is 
not  appraising  at  100  percent.  No  such  thing.  The  State's  method  of 
apportioning  value  does  not  make  such  a  comparison  a  valid  criterion 
of  appraisal  level. 

The  $10,000,000  in  this  illustration  would  increase  the  total  value  of 
the  utility  and  the  board's  appraisal  by  roughly  $10,000,000,  but  it 
would  not  necessarily  increase  the  amount  allocated  to  the  taxing  dis- 
trict in  which  the  property  is  located  by  $5,000,000  (50  percent  of  the 
cost).  The  reason  is  relatively  simple.  The  State  distributes  total  value 
on  the  basis  of  the  relationship  of  total  market  value  to  total  depreciated 
reproduction  cost.  Let's  take  an  oversimplified  illustration  to  show  how 

12  For  further  discussion  on  depreciated  reproduction  cost  as  an  evidence  of  value,  see 
Chapter  22,  Part  V  of  this  report. 
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it  works.   Assume  the  following  facts  as  to   the   1957   valuation   of 

Utility  "X": 

Depr. 

Depr.  cost  cost-repr.  1957 

(HOLD)  (RCNLD)        valuation 

1940  generating  plant    $4,000,000  $7,000,000 

1955  generating  plant    10,000,000  11,000,000 

All  other  property 50,000,000  82,000,000 

Totals    $64,000,000       $100,000,000       $75,000,000 

It  will  be  noted  that  the  1957  value  is  75  percent  of  total  RCNLD. 
The  allocation  for  each  of  the  above  will  be  75  percent  of  RCNLD  as 

follows : 

Allocation  Allocated 

RCNLD        factor  value  "Assessment" 

1940  generating  plant  __       $7,000,000       75%  $5,250,000  $2,625,000 

1955  generating  plant  __       11,000,000       75%  8,250,000  4,125,000 

All  other  property 82,000,000       75%  61,500,000  30,750,000 

Totals    $100,000,000  $75,000,000       $37,500,000 

Note  that  the  allocated  value  of  the  1940  plant  is  131.25  percent  of 
its  depreciated  cost,  while  the  allocated  value  of  the  1955  plant  is  82.50 
percent  of  its  depreciated  cost  and  all  other  property  is  allocated  at 
123  percent  of  its  depreciated  cost.  In  other  words,  the  reduction  in 
value  of  the  newer  property  is  offset  by  the  increase  in  value  assigned 
to  the  older  property. 

The  State  could  have  used  either  depreciated  historical  cost  (HCLD) 
or  depreciated  reproduction  cost  (RCNLD)  as  the  basis  of  allocation. 
By  using  depreciated  reproduction  cost  it  has  the  advantage  of  allo- 
cating roughly  the  same  amounts  for  properties  performing  the  same 
service,  regardless  of  when  they  were  acquired.  It  has  the  disadvantage 
of  allocating  more  to  older  property  than  such  property  contributes  to 
the  rate  base  (HCLD),  and  of  allocating  less  to  newer  property. 

Had  the  State  used  original  cost  it  would  have  allocated  in  propor- 
tion to  the  amount  that  is  in  the  rate  base  for  each  item  of  property. 
This  would  have  eliminated  the  apparent  inconsistency  of  a  property 
being  allocated  at  less  than  its  actual  cost.  But  it  would  have  created 
an  equally  serious  inconsistency  in  that  like  propc  -ties  acquired  at  dif- 
ferent times  would  have  been  allocated  at  different  amounts.  It  is  a 
dilemma  for  which  there  is  no  easy  solution.  For  our  purpose  it  is 
important  to  realize  only  one  thing:  The  allocation  by  any  formula 
of  a  part  of  a  utility  property  to  a  local  roll  is  no  criterion  of  the  cor- 
rectness of  the  valuation  of  the  entire  utility. 

Chapter  7 

SHOULD  INCOME  TAXES  BE  TREATED  AS  AN  OPERATING  EXPENSE 
IN  THE  CAPITALIZATION  OF  INCOME  AS  A  TEST  OF  VALUE? 

In  the  field  of  utility  appraisal  for  ad  valorem  tax  purposes  occa- 
sionally someone  will  question  the  practice  of  allowing  income  taxes 
as  an  operating  expense  in  determining  a  base  for  capitalization.  Such 
a  critic  will  point  out  that  the  assessor  of  general  property  always 
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capitalizes  income  before  income  taxes  when  he  uses  the  income  test 
of  value. 

Ordinarily  the  types  of  property  appraised  by  the  county  assessor 
will  be  of  such  size  that  they  will  be  owned  by  individuals,  not  by 
corporations.  The  income  tax  rates  of  an  individual  being  so  much 
lower  than  that  of  a  corporation,  the  individual  is  in  a  preferred  posi- 
tion among  bidders  for  the  property,  as  the  income  tax  impact  upon 
him  is  so  much  less.  But,  if  the  county  assessor  has  established  his 
rate  of  capitalization  by  reference  to  the  ratio  of  available  income  to 
sales  of  comparable  property,  as  he  should,  the  appraiser  who  uses  such 
a  rate  automatically  recognizes  the  income  tax  impact  for  it  is  embed- 
ded in  the  rate.  In  other  words,  he  has  an  income  tax  component  in 
his  rate. 

But  a  prospective  purchaser  of  a  large  utility  property,  of  necessity, 
must  be  a  corporation.  It  is  not  likely  that  an  individual  would  have 
sufficient  liquid  assets  to  acquire  such  a  property  and,  if  he  had,  he 
would  be  in  a  much  higher  income  tax  bracket  than  a  corporation  so 
that  the  corporation  wovild  be  in  the  preferred  position  among  bidders 
for  the  property.  At  any  event,  the  government's  "take"  out  of  the 
property  cannot  possibly  add  value  to  the  property.  Either  the  income 
tax  must  be  allowed  directly  as  expense  or  else  an  income  tax  com- 
ponent must  be  added  to  the  basic  capitalization  rate.  The  Valuation 
Division  follows  the  latter  method. 

Prior  to  the  year  1922,  many  regulatory  commissions,  in  fixing  a 
utility  fair  rate  of  return,  did  not  allow  federal  income  taxes  as  an 
operating  expense,  although  there  was  considerable  controversy  on  the 
point.  In  that  year.  Justice  Brandeis  held  in  the  Galveston  case  that 
the  income  tax,  like  all  other  taxes,  is  an  appropriate  deduction  in 
determining  the  net  operating  income  of  a  utility.^^  Apparently  many 
commissions  misinterpreted  the  decision,  for  one  year  later  a  similar 
case  came  before  the  Supreme  Court.  This  time  Justice  Brandeis  made 
it  crystal  clear  that  income  taxes  must  be  allowed  as  an  operating 
expense. ^^  Since  that  time  all  regulatory  commissions  have  complied 
with  the  court's  ruling.  Inasmuch  as  utility  appraisals  are  closely  tied 
in  with  utility  regulation,  the  U.  S.  Supreme  Court's  decision  in  itself 
should  settle  this  question. 

But  suppose  we  test  out  the  theory  of  some  critics  that  income  taxes 
should  not  be  allowed  as  an  expense  in  capitalizing  income.  Let's  try 
it  out  on  the  company  selected  as  our  pilot  study,  the  Pacific  Gas  and 
Electric  Company.  It  will  be  noted  that  in  Appendix  2,  we  capitalized 
net  operating  revenue  (after  all  taxes)  at  5.5  percent.  If  we  capitalize 
income  before  income  taxes,  the  results  will  be  as  follows : 

1956  Net  operating  revenue  after  taxes $99,831,343 

Add: 

State  bank  and  corporation  tax   (see  Appendix  9) 4,829,094 

Federal  income  taxes   (see  Appendix  9) 57,950,504 

1956  Net  operating  revenue  before  income  taxes $162,610,941 

Capitalized  at  5.5  percent $2,9.56,562,564 

■i^  Galveston  Electric  Co.  v.  City  of  Galveston,  258  U.  S.  388  (1922). 

1*  Georgia  Railway  d  Power  Co.  v.  Railroad  Commission^  262  U.  S.  625  (1923). 
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Now,  if  the  critics'  theory  is  sound,  this  capitalized  amount  is  an 
estimate  of  market  value,  i.e.,  it  represents  a  price  that  some  prospec- 
tive purchaser  would  pay  for  the  property.  But  it  cannot  possibly  be 
sound  value  unless  the  prospective  purchaser  can  finance  the  pur- 
chase. Note  that  the  capitalized  value  is  even  higher  than  depreciated 
cost  of  reproduction  amounting  to  $2,730,000,000  which  we  tested  out 
in  Chapter  5.  If  the  prospective  purchaser  is  to  finance  this  purchase, 
he  will  be  obliged  to  issue  bonds  and  stock  to  furnish  the  necessary 
funds.  As  in  our  analysis  of  a  similar  problem  in  Chapter  5,  let  us 
assume  that  he  attempts  to  float  50  percent  in  4  percent  bonds,  15 
percent  in  4.5  percent  preferred  stock  and  35  percent  in  common 
stock.  Of  course  the  net  operating  revenue  available  to  the  three 
classes  of  securities  will  be  reduced  due  to  a  large  increase  in  ad 
valorem  taxes,  even  though  income  taxes  will  be  reduced.  Using  the 
same  techniques  shown  in  Appendix  9,  the  adjusted  income  and 
demands  thereon  are  as  follows : 

Adjusted  net  operating  revenue  available $90,350,409 

Amount  required  for  bond  interest 59,131,260 

Amount  remaining  for  preferred  and  common  stock $31,219,149 

Amount  required  for  preferred  stock  dividends 19,856,700 

Amount  remaining  for  common  stock $11,362,449 

Common  stock  issue   (35  percent  of  total  capital  structure)   $1,034,797,050 

Rate  of  return  on  common  stock  if  all  income  is  paid  out 

in  dividends 1.09% 

Rate  of  return  if  80  percent  is  paid  out  in  dividends 0.87% 

Even  if  a  bond  issue  of  this  magnitude  could  be  floated  at  par  and 
preferred  stock  sold  on  a  4.5  percent  yield  basis,  both  of  which  might 
be  questionable  under  such  circumstances,  it  should  be  crystal  clear 
that  common  stock  funds  could  not  possibly  be  obtained  on  a  1  percent 
yield  or  even  less.  The  operating  property  of  P.  G.  &  E.  cannot  be 
worth  2.9  billion  dollars  for  the  obvious  reason  that  it  cannot  be 
financed  on  that  basis. 

To  summarize;  Income  taxes  must  be  allowed  as  an  operating 
expense  or  else  an  income  tax  component  must  be  included  in  the 
capitalization  rate  for  the  following  reasons: 

1.  Utility  regulation,  which  is  closely  allied  with  utility  appraisal 
procedures,  dictates  that  it  should  be  done. 

2.  The  government's  "take"  does  not  add  value  to  any  property. 

3.  Capitalizing  income  before  income  taxes  produces  an  amount  so 
far  out  of  reason  that  no  prospective  purchaser  could  finance 
the  purchase  and,  if  it  cannot  be  financed,  it  cannot  be  market 
value. 

4.  It  is  standard  practice  among  utility  appraisers. 
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PART  II 

STATE  VALUATIONS 

Chapter  8 

APPRAISAL  PROCEDURES  OF  THE  VALUATION  DIVISION 
OF  THE  STATE  BOARD  OF  EQUALIZATION 

WORKLOAD 

The  workload  of  the  Valuation  Division  can  be  classified  into  four 
principal  categories  as  follows: 

1.  Procedures  for  determining  the  market  value  of  operating  property 
for  each  of  the  utility  taxpayers. 

2.  The  distribution  or  break-down  of  the  total  market  value  of  op- 
erating property  to  the  many  code  areas  in  the  State  (intrastate  allo- 
cation). In  1957  there  were  13,602  different  code  areas  to  which  utility 
valuations  were  allocated. 

3.  Separate  appraisals  of  all  properties  used  by  the  utility  companies 
but  not  owned  by  them  (leased  properties). 

4.  Separate  appraisals  of  all  properties  owned  by  the  utility  com- 
panies but  not  used  by  them  in  the  utility  business  (nonoperating  prop- 
erties). 

By  far,  the  greatest  portion  of  the  workload  is  contained  in  the  first 
two  categories  as  also  is  the  greatest  amount  of  dollars  of  assessed  value. 

The  following  description  of  the  organization  and  duties  of  the  Valu- 
ation Division  is  taken  from  Section  120,  page  1  of  the  recently  com- 
pleted manual:   (numbers  indicate  personnel  employed). 

*  *  Chief  is  responsible  for  the  functioning  of  the  division.  He  also  per- 
sonally estimates  the  overall  market  value  of  the  property  of  each  state- 
assessee,  and  estimates  the  market  value  of  the  private  cars  of  each 
private  car-owning  company. 

"Assistant  chief  assists  in  directing  the  activities  of  the  division.  He 
is  active  in  the  preparation  and  assembling  of  data  bearing  on  the  value 
of  the  various  assessees,  and  makes  studies  looking  toward  the  improve- 
ment and  simplification  of  procedures. 

^^ Senior  valuation  engineers  (2)  in  general  supervise  the  office  pro- 
cedures and  field  inspection  work.  The  'office'  engineer  is  in  charge  of 
the  distribution  of  the  overall  market  value  of  state-assessed  property, 
of  each  assessee,  to  the  individual  item  comprising  it ;  seeing  to  it  that 
equalized  assessments  are  prepared  therefrom;  preparing  and  assem- 
bling the  board  rolls;  making  reproduction  cost  new  less  depreciation 
studies;  and  the  like.  The  'field'  engineer  schedules  and  supervises  the 
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inspection  of  property;  the  office  work  connected  therewith;  and  the 
processing  of  new  land  identification  maps. 

''Valuation  engineers  and  appraisers  (21)  make  property  appraisals 
and  process  property  statements  filed  by  assessees. 

''Secretarial  Section  (7)  handles  correspondence,  time  reports,  pay- 
roll matters,  and  civil  service  details. 

"Accounting  personnel  (8)  analyze  financial  statements;  and  make 
RCNLD  studies,  capitalized  earning  calculations,  and  stock-and-debt 
calculations. 

"Clerical  personnel  (3)  acknowledge  reports,  maintain  the  basic  files, 
process  private  car  data,  make  private  car  rolls  and  send  out  tax  bills, 
serve  as  liaison  with  the  Tabulating  Section  of  the  Service  Division. 

"Mapping  Section  (12)  maintains  up-to-date  tax  area  maps  and  code 
area  charts. 

"Calculating  Section  (4)  makes  numerous  types  of  extensions  and 
additions,  assembles  data  into  various  tabulations,  keeps  RON  factors 
up  to  date." 

PROCEDURES   RELATING   TO    UNIT  VALUE    DETERMINATION 

The  Valuation  Division's  worksheets  are  designed  to  furnish  infor- 
mation relative  to  four  evidences  of  value: 

1.  Value  derived  by  capitalizing  net  operating  revenue. 

2.  Value  derived  from  market  value  of  the  company's  outstanding 
securities. 

3.  Value  derived  from  historical  cost  less  depreciation. 

4.  Value  derived  from  reproduction  cost  new  less  depreciation. 

It  should  be  noted  here  that  although  the  Valuation  Division  com- 
putes a  depreciated  reproduction  cost  figure  (RCNLD)  for  each  utility 
property,  there  is  little  evidence  that  it  was  given  much  weight  in  de- 
termining the  unit  valuation  of  operating  property.  As  it  will  be  pointed 
out  later,  RCNLD  is  used  primarily  as  a  device  for  dividing  up  the 
unit  valuation  among  the  several  assessment  jurisdictions. 

To  illustrate  the  appraisal  method  of  the  Valuation  Division,  we  have 
selected  the  data  used  in  the  1957  assessment  of  the  operating  properties 
of  the  Pacific  Gas  and  Electric  Company. 

CAPITALIZED   EARNINGS 

The  earnings'  value  worksheet  shows  income  data  for  each  of  five 
years  (1952-1956)  taken  from  the  reports  of  the  company.  This  data 
is  the  same  as  reported  to  the  Public  Utilities  Commission,  with  the 
exception  that  the  Valuation  Division  eliminates  prior  years'  adjust- 
ments of  income  taxes  from  current  income  results.  Inasmuch  as,  for 
this  type  of  company,  the  Valuation  Division  consistently  uses  the 
net  operating  earnings  of  the  most  recent  year  as  best  indicative  of  the 
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future  for  property  presently  employed,  we  have  omitted  from  the 
table  below  the  earnings  for  the  years  1952-1955. 

p.  G.  &  E.'s  Earnings  Statement  for  the  Year  1956 

1.  Cross  operating  revenue $470,744,164 

2.  Operating  expenses,  including  depreciation  and  taxes 370,912,821  ♦ 


3.  Net  operating  revenue $99,831,343  * 

4.  Depreciation 44,963,968 


5.  Net  operating  revenue  before  depreciation $144,795,311 

6.  Federal  income  taxes 66,696,238  * 

7.  State  franchise  taxes 4,829,094 


8.  Net  operating  revenue  before  depreciation  and  income  taxes 

9.  Ad  valorem  taxes  paid  on  1956  assessment 


$216,320,643 
46,002,974 


10.  Net  operating  revenue  before  depreciation,  income  taxes 

and  ad  valorem  taxes $262,323,617 

'*  Additional  income  taxes  (1946-51)  eliminated. 

The  Valuation  Division  does  not  capitalize  income  (in  this  ease  1956 
earnings)  in  perpetuity,  but  rather  over  the  estimated  service  life  of 
the  existing  plant.  In  other  words,  the  division  capitalizes  a  terminat- 
ing stream,  of  income.  To  determine  the  number  of  years  of  income 
expectancy,  engineering  RCNLD  studies  are  made  to  compute  the 
average  age  of  the  units  of  property  and  the  present  overall  condition 
percent.  For  P.  G.  &  E.  the  expectancy  was  found  to  be  23  years. 

Before 


Net  operating  revenue 

as  shown  above 

Capitalization  rate  : 

Basic  rate  of  interest 

Depreciation    component-— 

Income   tax  component 

Ad  valorem  tax  component- 


Total  rate 


Capitalized   value 

Adjustments  to  capitalized 
value : 

(a)    Working  cash ( — ) 

M&S  in  excess  of 

n%  of  RCN (  +  ) 

80%  of  CWIP  over 

n%  of  RCN (  +  ) 

Land  reversion (  -j-  ) 


(b) 
(c) 
(d) 


(e)  Earning  value,  incl.  non- 

taxable property 

(f)  Earning  value,  taxable 

property  only 

@  98.77% 1,804,327,251 

(As  used  throughout  this  discussion,  "MdS" 
"CWIP"  is  "Construction  Work  in  Progress,' 
Cost  New.") 


Before 
depreciation 

depreciation 

and 
income  taxes 

Before 
depreciation 
and  all  taxes 

$144,795,311 

$216,320,643 

$262,323,617 

0.06000 
0.02128 

0.06000 
0.02128 
0.02167 

O.OGOOO 
0.02128 
0.02167 
0.02799 

0.08128 

0.10295 

0.13094 

$1,781,438,373 

$2,101,220,427 

$2,002,470,358 

17,261,219 

17,261,219 

17,261,219 

40,478,898 
22,140,800 

40,478,898 
22,140,800 

40,478,898 
22,140,800 

$1,826,796,852 

$2,146,578,906 

$2,047,828,837 

2,120,175,985  2,022,640,542 
is  "Materials  and  Supplies," 
a/nd  "RCN"  is  "Reproduction 
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Obviously,  this  statement  is  an  oversimplification  of  a  great  mass  of 
computations  necessary  to  such  a  conclusion. 

The  Valuation  Division  capitalizes  net  operating  revenue  in  three 
different  ways.  It  does  not  capitalize  net  operating  income  as  reported 
(line  3  above)  but  capitalizes  lines  5,  8  and  10.  In  1957,  it  used  a 
6  percent  basic  interest  rate  to  which  were  added  components  for : 
(a)  depreciation;  (b)  depreciation  and  income  taxes;  and  (c)  depre- 
ciation, income  taxes  and  ad  valorem  taxes. 

The  depreciation  component  is  the  amount  which,  when  paid  into  a 
sinking  fund  at  the  end  of  each  year  where  it  accumulates  interest  at 
6  percent,  will  build  up  a  fund  of  $1  at  the  end  of  23  years.  By  refer- 
ence to  an  annuity  table,  this  amount  will  be  found  to  be  0.02128. 

The  method  for  determining  the  income  tax  component  used  by  the 
division  for  P.  G.  &  E.  in  1957  is  explained  in  Appendix  10.  It  was 
0.02167.  The  ad  valorem  tax  component  was  found  by  dividing  the  ad 
valorem  taxes  on  the  1956  assessment  ($50,371,717)  by  the  1956  assess- 
ment ($1,799,850,070)  or  0.02799. 

EXPLANATION   OF  ADJUSTMENTS 

(a)  Working  Cash 

The  Valuation  Division  points  out  that  the  prospective  purchaser, 
of  necessity,  must  be  allowed  a  sufficient  amount  of  cash  to  begin  op- 
erations. Furthermore,  the  division  points  out  that  cash  is  not  a  part 
of  any  of  the  other  value  evidences.  The  amount  of  the  deduction 
shown  above  is  equivalent  to  one  month's  operating  expenses,  exclusive 
of  depreciation  and  taxes. 

(b)  Materials  and  Supplies 

Frequently  a  company  may  have  purchased  M&S  over  and  above 
present  needs  for  maintenance  of  plant.  Consultation  with  some  of  the 
larger  companies  indicates  that  essential  M&S  for  normal  maintenance 
is  approximately  1|  percent  of  reproduction  cost  new  of  nonlanded 
property.  In  the  above  case,  1|  percent  of  RCN,  exclusive  of  land,  was 
$51,564,489  and  M&S  amounted  to  only  $15,960,563,  hence  no  addi- 
tional adjustment  was  made. 

(c)  Construction  Work  in  Progress 

Here  again,  1^  percent  of  RCN  is  considered  normal  for  operating 
purposes,  but  frequently  in  a  larger  construction  job  a  portion  of 
CWIP  will  be  placed  in  service  before  the  end  of  the  year  and  before 
it  has  been  classified  as  "Plant  in  Service"  on  the  books.  Hence,  the 
portion  in  actual  service  will  have  contributed  earnings  for  a  portion 
of  the  year.  In  the  above  case,  after  an  analysis  of  the  CWIP  account, 
the  Valuation  Division  has  estimated  that  20  percent  of  CWIP  was 
in  service  during  the  year  1956.  Total  CWIP  amounted  to  $115,054,234. 
The  computation  was  as  follows: 

80  percent  of  $115,0.^4,234 =  $92,043,387 

Less  1^  percent  of  RCN ^ =    51,564,489 

CWIP  to  be  added  to  earning  value $40,478,898 
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(d)  Land  Reversion 

Under  the  theory  of  capitalized  value  as  employed  by  the  division, 
at  the  end  of  the  years  of  expectancy  (in  this  ease  28  years)  the  useful 
life  of  all  property  except  land  will  have  expired.  It  is  assumed  that 
the  cost  of  dismantlinjjf  other  property  would  offset  any  salvage  value 
of  all  property,  except  land.  In  the  case  of  land,  however,  it  will  be 
in  existence  althoufifh  its  earnin<T:s  will  not  go  beyond  the  period  of 
expectancy.  Hence  the  division  finds  the  present  value  of  $1  due  in 
23  years.  In  its  computation,  5  percent  is  used  as  the  interest  rate. 
The  computation  is  as  follows : 

Present  value  of  land  and  land  rights   (est.) $68,000,000 

Reversion  factor  from  present  value  table 0.3256 

Reversion  value  of  land 22,140,800 

(e)  Elimination  of  Value  Attributable  to  Exempt  Property 

Line  (e)  includes  the  value  of  exempt  motor  vehicle  equipment.  The 
division  uses  a  standard  procedure  to  eliminate  the  value  of  motor 
vehicle  equipment  from  total  capitalized  value.^^  The  computation 
follows : 

Undepreciated  historical  cost  of  plant  in  service $2,256,034,173 

Undepreciated  historical  cost  of  motor  vehicle  equipment 28,108,782 

Total   property    $2,284,142,955 

Percent  plant  in  service  of  total  property 98.77% 

All  three  capitalized  values  shown  in  line  (f)  above  are  considered 
by  the  division  chief  in  his  determination  of  value.  We  are  told  that  the 
figure  representing  capitalization  of  income  before  depreciation  and  all 
taxes  (the  third  column)  was  preferred. 

At  this  point,  it  should  be  noted  that  had  the  division  employed  the 
method  generally  used  in  unitary  appraisals  by  most  states,  it  would 
have  used  a  straight  capitalization  of  net  operating  revenue  as  re- 
ported. The  results  would  have  been  as  follows: 

Net  operating  revenue  as  above  stated $99,831,343 

Capitalized  value  using  6  percent 1,663,855,716 

The  methods  employed  by  the  division,  in  every  instance,  produce 
higher  capitalized  values  unless  a  lower  basic  rate  of  interest  is  used. 
For  further  proof  of  this  fact,  see  Appendix  11. 

MARKET   VALUE   OF   STOCK   AND    DEBT 

In  Part  V  of  this  report,  we  point  out  that  the  stock  and  debt  method 
is  an  approach  to  the  value  of  corporate  assets  by  recording  the  value 
of  the  liability  side  of  a  balance  sheet  measured  by  security  prices  in 
the  stock  and  bond  exchanges.  It  is  important  at  all  times  to  have  a 
complete  inventory  of  all  liabilities  recorded  on  the  accounting  records 
of  the  company.  The  Valuation  Division  has  devised  one  of  the  best 
schedules  for  this  purpose  that  we  have  seen.  Using  such  a  schedule, 
there  is  no  possibility  that  any  item  in  the  balance  sheet  will  ever  be 

IS  The  elimination  is  necessary  for  the  reason  that  motor  vehicle  property  is  taxed  in 
another  manner. 
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overlooked.  A  copy  of  this  schedule  as  it  applies  to  the  Pacific  Gas  and 
Electric  Company  will  be  found  in  Appendix  3.  It  will  be  noted  that 
certain  liabilities  recorded  in  the  balance  sheet  are  in  fact  reflected 
in  market  prices  of  securities  (either  stock  or  bonds).  For  example, 
"Premium  and  Assessments  on  Capital  Stock"  is  reflected  in  stock 
prices.  Account  224  "Dividends  Declared"  is  included  in  current  and 
accrued  liabilities  in  the  statement  and  is  pulled  out  for  special  treat- 
ment. A  portion  of  the  amount  is  added  back.  The  reason  for  this  is 
stated  in  the  manual  as  follows:  "During  the  year  there  were  dates 
when  the  stock  sold  ex-dividend.  The  sales  price  between  such  dates 
would  gradually  build  up  and  then  suddenly  drop  at  the  ex-dividend. ' ' 
The  adjustment  restores  to  the  sales  price  a  portion  of  the  dividend 
influence.  In  this  case  the  addition  was  75  percent  of  the  total,  which 
was  quite  generally  applied  to  all  companies.  Commencing  in  1958, 
a  separate  study  was  made  for  each  company.  For  Pacific  Gas  and 
Electric  Company  the  adjustment  in  1958  was  66  percent  of  the  total 
dividends  declared. 

Appendix  3B  shows  the  deduction  of  nontaxable  assets.  ' '  Other  physi- 
cal property"  has  been  appraised  by  the  field  engineers  at  $7,400,000 
and  "investments  in  associated  companies"  has  been  appraised  in  the 
office.  Due  to  the  fact  that  "solvent  credits"  are  taxed  at  a  lower  rate 
or  else  are  exempt,  all  current  and  accrued  assets  are  deducted  from 
market  value  of  stock  and  debt,  excepting  for  materials  and  supplies 
which  are  taxable.  In  effect  these  current  and  accrued  assets  offset  in 
part  current  and  accrued  liabilities  shown  in  Appendix  3.  This  treat- 
ment is  different  than  in  other  states  and  is  made  necessary  by  the 
solvent  credits  law. 

The  summary  of  Appendix  3  is  as  follows : 

Gross  market  value  of  stock  and  debt $2,037,674,533 

Plus:  Excess  of  current  liabilities 

over  nontaxable  assets 34,135,106 

Net  market  value  of  stock  and  debt $2,071,809,659 

Adjustment  to  remove  motor  vehicles  (98.77%)  $2,046,326,400 

DEPRECIATED   HISTORICAL   COST 

The  Valuation  Division  cost  sheet  for  the  Pacific  Gas  and  Electric 
Company  indicates  that  the  starting  point  in  constructing  the  current 
historical  cost  less  depreciation  is  the  balance  sheet  as  of  December  31, 
1956.  The  balance  sheet  statement  consists  of  plant  in  service,  construc- 
tion work  in  progress,  plant  held  for  future  use,  materials  and  supplies, 
and  nonoperating  physical  properties.  The  detailed  statement  furnished 
by  the  company  shows  that  the  total  of  these  items  used  on  the  cost 
sheet  is  $8,995,093  less  than  the  amount  shown  by  the  company  auditor 
on  the  company's  books.  Reconcilement  of  the  two  totals  indicates  that 
the  largest  difference  is  the  estimated  amount  of  retirements  actually 
made  but  not  yet  recorded  on  the  books.  Offsetting  these  retirements 
are  several  large  items  treated  by  the  auditor  on  the  books  as  expenses, 
but  reported  in  the  statement  for  tax  purposes. 
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A  summary  of  the  constructed  historical  cost  new  will  suffice  to  show 
the  method: 

Total  reported  by  the  company  for  above-named 

categories $2,290,501,541 

Less: 
Nontaxable  properties,  including  motor  vehicles       28,108,782 
Miscellaneous  property  (not  taxable  as  a  part 

of  the  unit) 5,690,694 

Preliminary  surveys 1,120,667 

Total  deductions $34,920,143 

Subtotal $2,255,581,398 

Add: 

Adjustments  to  materials  and  supplies 452,775 

Total   plant    in   service,    including    CWIP 

and  M&S $2,256,034,173 

To  find  the  depreciated  historical  cost,  the  Division  used  the  depre- 
ciation reserve  as  reported  to  the  Public  Utilities  Commission  to  de- 
termine the  book  percent  condition.  The  percentage  condition  was  79.59 
percent.  The  depreciated  historical  cost  of  property  subject  to  state 
assessment  was  found  as  follows : 

Historical  cost  new  of  property  subject  to  state 

assessment  exclusive  of  CWIP  and  M&S___$2,125,019,376 

Depreciated  historical  cost  @  79.59% 1,691,302,921 

Add: 

Construction  work  in  progress  @  100%  of  cost      115,054,234 
Materials  and  supplies  @  95%  of  cost 15,162,535 

Depreciated  historical  cost  used  in  the  1957  as- 
sessment  $1,821,519,690 

DEPRECIATED   REPRODUCTION   COST 

The  last  RCNLD  field  study  of  the  property  of  Pacific  Gas  and  Elec- 
tric Company  was  as  of  December  31,  1956,  and  was  completed  in  time 
to  be  used  in  the  1958  apportionment  of  the  unit  valuation.  The  previous 
cost  study  was  made  as  of  December  31,  1952,  and  was  used  for  the 
first  time  in  the  apportionment  of  the  unit  valuation  in  the  1954  assess- 
ment year. 

The  first  step  in  the  study  is  to  record  the  historical  cost  and  age 
of  each  item  of  property,  excluding  land,  or  for  each  group,  such  as 
poles,  miles  of  duct,  and  so  forth.  To  the  given  cost  of  an  item  in  the 
year  in  which  it  was  installed,  an  RCN  factor  is  applied  to  bring  the 
item  up  to  the  most  recent  price  level.  See  Appendix  8  for  one  of  the 
several  RCN  factor  schedules.  For  illustration,  assume  an  electric  turbo- 
generator-hydro unit  was  installed  in  1941.  The  cost  at  that  time  would 
be  multiplied  by  2.79.  These  RCN  factors  must  be  revised  each  year, 
the  most  recent  year  always  stated  at  1.00.  Price  data  are  received 
annually  from  several  different  standard  sources.  When  all  items  or 
groups  of  items  have  been  factored  up,  a  percentage  is  applied  repre- 
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senting  the  effect  of  estimated  depreciation  on  a  sinking  fund  basis  and 
the  result  is  termed  ''Depreciated  Reproduction  Cost."  The  sum  total 
of  these  items  plus  the  appraised  value  of  land  produces  cost  of  repro- 
duction new  and  cost  of  reproduction  new,  less  depreciation. 

On  the  cost  sheet  used  for  unit  valuation  purposes  the  division  uses 
an  abbreviated  method  to  find  these  reproduction  cost  figures.  Inasmuch 
as  little  use  is  made  of  the  data  in  unit  appraisal  work,  the  writer  can 
see  little  reason  for  doing  this  work  at  all  for  appraisal  purposes. 
Nevertheless,  the  data  are  recorded  on  the  appraisal  worksheets.  For 
1957,  the  data  for  Pacific  Gas  and  Electric  were : 

RCN $3,639,147,417 

RCNLD 2,729,510,249 

COMBINING   THE   EVIDENCES   OF   VALUE 

To  summarize,  the  chief  of  the  division  had  the  following  value  evi- 
dences before  him  to  assist  him  in  determining  the  unit  value  of  operat- 
ing property: 

1.  Capitalized  earnings — Before  depreciation $1,804,327,251 

2.  Capitalized  earnings — Before  depreciation  and  income 

taxes    2,120,175,985 

3.  Capitalized  earnings — Before  depreciation,  income  taxes 

and  ad  valorem  taxes 2,022,640,542 

4.  Market  value  of  stock  and  debt 2,046,326,400 

5.  Depreciated  historical  cost 1,821,519,690 

There  was  nothing  on  the  worksheet  to  show  what  weight  the  division 
chief  gave  to  each  of  these  evidences  of  value.  That  is  not  important. 
It  is  important  to  know  whether  his  final  answer  as  related  to  these 
data  was  within  the  range  of  tolerance  where  reasonable  and  well- 
informed  assessors  would  vary  in  their  determinations.  Informed  judg- 
ment must  be  given  play  in  the  determination  of  value  for  the  reason 
that,  in  the  opinion  of  the  assessor,  some  value  evidences  may  be  more 
indicative  of  value  than  others. 

Assume  however  that  we  rely  entirely  on  a  formula  to  test  the  valua- 
tion determined  by  the  chief  of  the  Valuation  Division.  The  formula  is 
expressed  in  two  different  ways : 

(a)  Straight  average  of  items  1-5,  incl $1,962,997,978 

Valuation  determined  by  Valuation  Division 1,864,084,040 

Ratio  to  straight  average 94.96% 

(b)  Average  of  items  1,  2,  and  3 1,982,381,259 

Market  value  of  stock  and  debt 2,046,326,400 

Depreciated  historical  cost 1,821,519,690 

Average   $1,950,075,783 

Valuation  determined  by  Valuation  Division 1,864,084,040 

Ratio 95.59% 

In  Appendix  2  of  this  report,  we,  using  our  own  methods  of  appraisal, 
found  a  valuation  of  $1,874,300,000,  adhering  closely  to  the  results  of 
a  three-factor  formula.  The  Valuation  Division  appraisal  was  99.45  per- 
cent of  this  amount. 

In  Part  V  of  this  report  we  point  out  that  formulae  should  be  em- 
ployed to  crystallize  judgment,  but  not  to  stifle  it.  We  also  point  out 

208 


JOINT  INTERIM   COMMITTEE  ON   ASSESSMENT  PRACTICES  53 

that  it  is  not  likely  that  two  appraisers,  equally  competent  will  arrive 
at  the  same  answer.  If  their  divergent  findings  are  within  a  reasonable 
zone  of  tolerance,  the  appraisal  of  each  is  entitled  to  respect.  A  diver- 
gence of  10  percent  is  not  to  be  condemned.  In  the  appraisal  of  the 
operating  properties  of  the  Pacific  Gas  and  Electric  Company,  it  is  our 
considered  opinion  that  the  appraisal  determination  of  the  Valuation 
Division  must  be  considered  as  a  full  market  value  determination. 

The  total  1957  valuation  of  the  Pacific  Gas  and  Electric  Company 
properties  was: 

Operating  property   (unitary  appraisal) $1,864,084,040 

Leased  property   (separate  appraisals) 811,000 

Nonoperating  property   (separate  appraisals) 7,007,500 

Total $1,871,903,120 

PREASSESSMENT  CONFERENCES 

When  requested  by  the  taxpayer,  the  Valuation  Division  holds  a  con- 
ference with  the  taxpayer  representatives  preliminary  to  the  determina- 
tion of  the  unitary  value.  Such  a  procedure  is  fairly  common  in  the 
several  states.  It  affords  an  opportunity  to  the  state  assessor  to  check 
his  interpretations  of  taxpayer-reported  data.  It  brings  to  his  attention 
unusual  economic  or  physical  characteristics  of  the  properties  being 
appraised.  We  attended  several  of  such  conferences  relating  to  the  1958 
valuations.  The  assistant  chief  of  the  division  keeps  minutes  or  notes  of 
the  conference.  We  also  read  some  of  the  minutes  of  the  1957  confer- 
ences. In  both  years,  it  was  evident  that  the  procedures  in  the  confer- 
ences were  precise  and  businesslike. 

In  recent  years,  the  Valuation  Divisions  of  California  and  Oregon 
have  been  holding  a  joint  conference  in  Medford,  Oregon,  preliminary 
to  the  appraisal  of  the  properties  of  California-Oregon  Power  Company. 
We  were  invited  to  the  1958  conferences.  We  were  impressed  with  the 
evident  desires  of  the  assessors  of  both  states  to  arrive  at  a  common 
understanding  of  the  value  of  the  enterprise  and  to  divide  it  up  equi- 
tably among  the  two  states.  Other  states  could  profitably  follow  this 
fine  pioneering  co-operative  effort. 
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PART  III 

ALLOCATION  OF  UNIT  VALUES 

Chapter  9 
INTRASTATE  APPORTIONMENT  OF  STATE-ASSESSED  PROPERTY 

GENERAL 

Most  states  which  centrally  assess  utility  properties  under  the  unit 
rule  have  the  task  of  breaking  down  this  Talue  determination  among 
the  several  taxing  areas  within  the  state. ^<^  In  some  states  the  statutes 
provide  a  formula  for  the  distribution.  Various  devices  are  employed 
such  as  miles  of  line,  cost  of  property  and  the  like.  When  an  enterprise 
value  is  broken  up  into  its  component  parts,  these  component  parts 
cannot  be  said  to  have  the  same  value  as  they  would  have  as  a  part  of 
the  integrated  system.  Nevertheless,  the  laws  of  the  states  require  that 
a  breakdown  be  made,  but  when  this  is  done,  the  dollar  amounts  allo- 
cated to  the  several  taxing  districts  would  not  in  themselves  be  mean- 
ingful values  in  the  market  value  sense.  They  would  be  merely  allocated 
portions  of  the  unit  value  in  order  to  facilitate  local  taxation  and  fulfill 
the  requirements  of  the  law.  In  other  words,  any  method  used  for 
breaking  down  a  unit  value  is  by  its  very  nature  somewhat  arbitrary. 

INTRASTATE   ALLOCATION    PROCEDURES    EMPLOYED   BY 
THE   VALUATION    DIVISION 

The  allocation  required  by  the  Constitution  (Article  XIII,  Section 
2),  first  of  all,  is  functional.  Each  item  of  property  must  be  classified 
as  land,  improvements  or  personal  property.  This  classification  has  been 
made  necessary  owing  to  the  fact  that  some  taxing  areas  are  permitted 
by  law  to  levy  only  on  land,  while  others  are  limited  to  taxing  real 
estate  (land  and  improvements).  Whether  certain  property  items  are 
in  fact  improvements  or  personal  property  frequently  is  a  difficult 
matter  to  determine.  Some  delineations  have  been  determined  by  statu- 
tory enactments.  For  instance.  Section  105  of  the  Revenue  and  Taxation 
Code  exempts  telephone  and  telegraph  lines  from  the  improvement 
classification.  Others  have  been  established  by  a  court  decision  in  which 
central  office  equipment  of  a  telephone  company  is  classified  as  im- 
provements rather  than  personalty.^'^  Still  others  have  been  determined 
by  opinions  of  the  Attorney  General.  For  instance,  Attorney  General's 
opinion  10585,  issued  March  19,  1936,  states  that  pole  lines,  powerlines 
and  conduits  are  personalty;  pipelines  for  gas,  oil  and  water  utilities 
are  improvements. 

"  In  Michigan  there  is  no  intrastate  apportionment  of  centrally  assessed  rail  carrier 
properties.  They  are  taxed  at  the  average  tax  rate  of  the  state  and  tlie  proceeds 
are  used  for  school  purposes.  In  Wisconsin  all  centrally  assessed  properties  are 
taxed  by  the  state  at  an  average  equalized  state  rate.  However,  in  Wisconsin  85 
percent  of  the  taxes  of  the  utilities,  excluding  railroads,  must  be  allocated  to  the 
several  minor  subdivisions  of  government.  A  statutory  formula  directs  how  this 
shall  be  done.  Railroad  taxes,  for  the  most  part,  are  used  for  general  state  pur- 
poses in  Wisconsin. 

"  Southern  California  Telephone  Company  v.  State  Board  of  Equalization  et  al.,  12 
Cal.  2d  127,  1938. 


211 


56  JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES 

Secondly,  the  allocation  must  be  geographical.  In  other  words,  the 
items  of  property  comprising  the  unit  must  be  allocated  to  the  several 
code  areas  of  the  State  for  the  imposition  of  taxes. 

As  previously  pointed  out,  the  Valuation  Division  determines  an 
overall  unitary  value  for  the  operating  property  of  each  of  the  utility 
taxpayers.  In  addition  to  the  unit  value  of  operating  property,  the 
division  separately  appraises  each  item  of  leased  property  used  by  the 
company  and  each  item  of  nonoperating  property.  The  leased  property 
and  nonoperating  property  are  not  considered  a  part  of  the  unit  value. 
The  total  market  value  to  be  allocated  then  consists  of  operating  prop- 
erty, leased  property  and  nonoperating  property. 

The  Constitution  and  the  statutes  of  the  State  of  California  do  not 
prescribe  any  method  of  intrastate  allocation.  The  laws  of  the  State, 
however,  designate  the  end  results  of  such  allocation  as  "assessments" 
in  a  given  code  area.  In  the  ensuing  discussion  of  intrastate  allocation, 
it  is  important  to  emphasize  that  the  actual  assessment  is  made  at  the 
state  level  and  that  the  so-called  "assessments"  by  location  or  situs  are 
merely  assignments  of  total  assessed  value  solely  for  the  determination 
of  a  local  base  for  the  imposition  of  taxes. 

When  the  present  law  became  effective  in  1935,  the  Valuation  Divi- 
sion was  faced  with  the  problem  of  determining  an  intrastate  allocation 
method.  The  allocation  could  have  been  made  using  depreciated  his- 
torical cost  as  a  basis.  The  division  reasoned,  however,  that  this  would 
have  meant  that  the  changing  price  of  the  dollar  would  have  consider- 
able effect  in  such  allocation  procedures.  For  instance,  two  similar 
items  of  property  performing  the  same  essential  utility  service,  acquired 
at  different  price  levels,  would  have  had  widely  varying  allocated 
dollar  amounts.  The  Valuation  Division  decided  to  make  depreciated 
reproduction  cost  studies  for  each  of  the  utility  taxpayers  and  to  com- 
pile detailed  reproduction  cost  records  for  each  of  the  major  items  of 
property  included  in  the  unit.  Inasmuch  as  a  number  of  the  original 
staff  had  been  recruited  from  the  Kailroad  Commission  (now  Public 
Utilities  Commission),  reproduction  cost  studies  were  not  new  to  it. 
Current  prices  were  used  in  establishing  reproduction  costs.  Manifestly 
it  is  not  practical  nor  possible  to  make  new  reproduction  cost  studies 
every  year.  The  general  plan  is  to  make  such  studies  every  three  years 
for  the  large  companies,  and  for  some  of  the  smaller  companies  every 
four  years,  and  for  even  smaller  companies  every  five  to  six  years. 
Usually  these  studies  are  made  as  of  the  end  of  a  calendar  year  and, 
generally,  there  will  be  a  lapse  of  a  full  year  before  the  new  appraisal 
is  used  as  a  basis  of  apportionment.  Consequently  it  must  be  adjusted 
for  additions  and  betterments  and  retirements  in  the  intervening  period. 

The  use  of  depreciated  reproduction  cost  (RCNLD)  at  current 
prices  as  a  base  for  the  apportionment  of  centrally  assessed  property 
has  continued  up  to  the  present  time.  However,  the  Valuation  Division 
makes  some  important  exceptions  to  this  general  rule.  In  Section  246.0, 
page  1  of  a  manual  recently  compiled  by  the  Valuation  Division,  is  set 
forth  the  following  principle  of  allocation:  "In  all  cases  an  endeavor 
is  made  never  to  allocate  to  any  item  of  property  less  than  it  would 
have  as  salvage,  i.e.,  in  a  free  market  disassociated  from  the  unit. ' '  The 
term  "salvage"  as  used  freely  by  the  Valuation  Division  has  a  conno- 
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tation  not  ordinarily  associated  with  the  term.  An  illustration  possibly 
will  explain. 

Occasionally  individual  items  of  fixed  property  whose  value  to  the 
company  is  not  considered  to  be  in  proportion  to  the  calculated 
RCNLD,  or  if  in  proportion  to  it,  is  less  than  the  salvage  value  as 
defined  by  the  Valuation  Division,  are  separately  appraised,  usually 
in  the  field.  This  appraised  value  will  be  entered  on  the  assessment 
detail  at  a  full  100  percent,  subsequently  reduced  to  50  percent  on  the 
roll.  An  item  of  this  nature  would  be  an  office  building  that  was  poorly 
located,  or  overbuilt,  or  not  fully  utilized,  or  on  the  other  hand  one 
that  was  exceptionally  well  located  from  a  non-utility  commercial 
standpoint. 

Other  deviations  from  the  general  rule  of  using  RCNLD  as  a 
base  are: 

(a)  Land; 

(b)  Materials  and  supplies   (M  &  S)  ; 

(c)  Construction  work  in  progress  (CWIP)  ; 

(d)  Certain  continuous  structures. 

LAND 

In  making  the  cost  of  reproduction  study,  land  areas  are  individ- 
ually appraised  by  relating  the  value  of  the  parcels  to  the  value  of 
surrounding  lands.  Recent  sales  of  comparable  properties  are  taken 
into  consideration  where  possible.  The  appraisal  as  finally  determined 
represents  the  market  value  of  such  parcels  of  land.  Each  parcel  is 
entered  on  the  detail  allocation  record  with  its  individual  description 
at  100  percent  of  such  appraised  value  (later  reduced  in  the  completed 
roll  to  50  percent  thereof). 

MATERIALS  AND  SUPPLIES 

Included  in  RCNLD  is  the  book  cost  of  materials  and  supplies 
(M  &  S).  The  amount  of  material  and  supplies  reported  by  the  com- 
pany is  allocated  to  code  areas  at  90  percent  of  cost  and  hence  will 
appear  on  the  assessment  roll  at  45  percent  thereof.  This  debasement 
is  made  for  the  reason  that  the  cost  may,  and  usually  does,  include 
the  cost  of  some  used  and  obsolete  material. 

CONSTRUCTION  WORK   IN   PROGRESS 

Generally  a  company  will  have  at  the  end  of  a  year  a  considerable 
amount  of  construction  work  in  progress  (CWIP)  and  not  yet  placed 
in  service.  Its  cost  is  included  in  RCNLD.  The  amount  of  CWIP  appli- 
cable to  land  will  be  ignored,  as  it  has  already  been  taken  care  of  in 
the  land  appraisals.  All  other  CWIP,  representing  actual  construction 
which  can  be  given  situs,  will  be  allocated  to  code  areas  at  50  percent 
of  the  cost.  In  other  words,  it  will  appear  on  the  assessment  roll  at 
25  percent  of  actual  cost.  The  underlying  reason  for  this  debasement 
is  that  the  property  has  not  yet  been  placed  in  service,  hence  it  has 
not  earned  anything,  and  that  there  is  a  possibility  that  unforeseen 
subsequent  events  may  cause  it  never  to  be  placed  in  service.  In 
some  instances,  the  division  will  use  a  higher  percentage  than  50  per- 
cent of  cost,  if  in  conference  it  learns  that  a  portion  of  CWIP  has 
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been  placed  in  service  before  the  assessment  date    (first  Monday  in 
March). 

CERTAIN   CONTINUOUS   STRUCTURES 

These  certain  continuous  structures  consist  of  distribution  conductors 
and  distribution  gas  mains.  The  amount  of  property  included  under 
these  categories  is  far  more  than  the  actual  pipe  in  the  case  of  mains 
and  the  actual  wire  in  the  case  of  conductors.  The  property  and  ac- 
counts included  with  distribution  gas  mains  are  as  follows : 

Accounts  359  Mains. 

360-2  Measuring  and  regulating  equipment. 

3(51  Services. 

362  Meters. 

363  Meter  installations. 

364  House  regulators. 

365  House    regulator    installation. 

366  Other  property  on  consumers'  premises. 
368  Other  distribution  equipment. 

The  property  and  accounts  included  with  electric  distribution  con- 
ductors are  as  follows : 

Accounts  355  Overhead  conductors  and  devices. 

357  Underground  conductors  and  devices. 

358  Line  transformers. 

359  Services. 

360  Meters. 

361  Installation  on  consumei-s'  premises. 

362  Leased  property  on  consumers'  premises. 

Similar  procedures  are  used  for  continuous  structures  of  rail  car- 
riers. 

The  mechanics  of  spreading  the  value  of  these  items  is  by  application 
of  various  different  unit  market  values  to  the  number  of  miles  reported 
in  each  code  area  by  the  companies  in  their  property  statements.  "While 
the  total  RCNLD  of  all  the  gas  distribution  mains  or  distribution  con- 
ductors can  be  calculated  and  average  RCNLD  per  mile  can  be  deter- 
mined, this  average  is  generally  far  from  being  the  same  as  that  of  any 
particular  mile.  A  mile  of  2-inch  distribution  main  in  a  rural  area 
with  four  or  five  customers  per  mile  generally  has  a  far  less  RCNLD 
per  mile  than  a  mile  of  10-inch  main  in  a  large  city  with  a  hundred 
customers  per  mile.  The  computation  of  the  actual  RCNLD  per  mile 
for  each  particular  location  or  code  area  would  necessitate  prohibitive 
administrative  costs.  However,  the  division  has  hit  upon  the  gross 
revenue  per  mile  technique  as  a  device  to  give  weight  to  varying 
RCNLD 's  for  particular  miles  over  a  utility  system.  This  technique 
is  based  on  the  more  or  less  valid  assumption  that  RCN  will  vary 
directly  with  the  number  of  customers  per  mile  of  main  or  conductor 
and  the  amount  of  gas  or  electricity  they  use.  The  companies  have 
readily  available,  and  report  annually  to  the  division,  the  gross  reve- 
nues by  incorporated  cities  and  certain  unincorporated  areas.  The  cor- 
responding mileages  of  course,  are  shown  in  the  current  property  state- 
ment. (The  depreciation  as  evident  has  to  be  taken  care  of  on  an 
average  basis  for  the  system  and  is  accomplished  in  the  construction 
of  the  curves  mentioned  below.) 

For  ease  in  determining  market  values  per  mile  that  are  in  propor- 
tion to  varying  gross  revenues  per  mile  and  in  turn  related  to  RCN 
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and  KCNLD,  so-called  "revenue  curves"  have  been  constructed  from 
which,  knowing  the  gross  revenue  per  mile,  the  unit  market  value 
(value  per  mile)  can  be  read.  These  curves  are  based  fundamentally  on 
actually  known  associated  costs  and  revenues.  The  curves  are  of  the 
"step"  type  with  a  present  minimum  value  of  $800  per  mile  and  maxi- 
mum value  of  $2,600  per  mile  for  distribution  conductors.  The  com- 
parable values  for  gas  mains  are  $5,000  and  $20,000  per  mile.  For  the 
calculation  sliown  below  under  Schedule  B  the  senior  valuation  engineer 
makes  an  estimate  for  continuous  structure  by  using  the  previous  year's 
unit  market  values  and  the  overall  increase  in  the  number  of  units 
reported  by  the  company.  The  final  total  value  will  vary  somewhat 
from  the  estimate  as  the  detailed  calculations  are  made  using  actual 
miles  by  code  areas  and  the  gross  revenues  currently  reported.  These 
final  market  values  are  included  in  the  detailed  allocation  record  at 
100  percent  (and  later  on  in  the  final  roll  at  50  percent). 

It  should  be  pointed  out  that  all  other  continuous  structure  items, 
both  distribution  and  transmission,  have  their  unit  market  values  set 
without  the  aid  of  the  revenue  curves  or  any  other  such  devices. 

A  list  of  these  other  continuous  structure  items  is  given  below : 

Distribution  plant : 

Distribution  poles. 

Distribution  underground  duct. 

Street  lighting  conductor. 
Transmission  plant : 

Transmission  poles. 

Transmission  towers. 

Transmission  conductors. 

Transmission  underground  duct. 

Transmission  mains. 

To  summarize,  the  division  has  a  general  rule  to  allocate  the  unit 
valuation  on  the  basis  of  depreciated  reproduction  cost  (RCNLD) 
with  the  following  general  exceptions: 

(1)  Detailed  appraisal  of  certain  properties  under  the  "salvage" 
rule  previously  discussed. 

(2)  Separate  appraisals  of  land. 

(3)  Materials  and  supplies, 

(4)  Construction  work  in  progress. 

(5)  Certain  continuoiis  structures. 

The  Valuation  Division  has  three  different  procedures  which  it  fol- 
lows for  the  apportionment  of  property  for  the  several  utility  tax- 
payers. The  following  is  a  quote  from  Section  246.0,  Page  5,  of  the 
manual : 

1.  Standard  Procedure,  for  assessees  whose  continuous  structure 
items  of  property  are  entered  on  the  worksheets  by  the  editor 
along  with  all  other  items  of  property  (Section  246.1). 

2.  Special  Procedure  I,  for  assessees  whose  continuous  structure  IBM 
cards  are  punched  directly  from  the  Tangible  Property  List  and 
not  from  entries  on  the  w^orksheet  (Section  246.2). 

3.  Special  Procedure  II,  for  assessees  who  furnish  the  board  with 
punched  IBM  cards  for  their  continuous  structures  which  have 
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been  used  in  preparing  their  Tangible  Property  List  and  from 
which  we  produce  our  IBM  cards  (Section  246.3). 

In  this  discussion  only  the  standard  procedure  technique  will  be  dis- 
cussed as  the  difference  in  the  various  procedures  is  only  a  matter  of 
mechanics  and  not  principle.  Let  us  assume  for  purposes  of  illustration 
that  the  Valuation  Division  has  completed  the  RCNLD  study  for  utility 
taxpayer  "X"  as  of  December  31,  1955,  and  for  the  first  time  it  is  used 
in  the  1957  allocation.  This  means  that  the  RCNLD  must  be  brought 
up  to  December  31,  1956,  by  adding  net  additions  to  plant  in  service  in 
the  year  1956.  Further  assume  that  the  nature  of  the  company  is  such 
that  it  is  advisable  and  practicable  to  spread  the  value  of  distribution 
electric  conductor  and  distribution  gas  mains  by  the  specially  devised 
technique  previously  explained.  Further  assume  that  the  RCNLD  as 
adjusted  for  property  changes  in  1956  is  made  up  as  follows : 

Land $3,000,000 

All  other  property   (excl.  CWIP  and  M&S) 150,000,000 

CWIP    (excl.   land) 1,500,000 

M&S    500,000 

Total    $155,000,000 

Total  unit  valuation  determined  by  division  chief $135,000,000 

This  unit  value  determination  is  handed  to  the  senior  valuation 
engineer  in  charge  of  intrastate  apportionment  work.  He  proceeds  to 
develop  property  control  schedules  in  order  to  carry  out  the  appor- 
tionment program.  He  will  pull  out  of  RCNLD  the  amounts  (assumed 
for  purposes  of  this  illustration)  shown  in  Schedule  A  below.  He  then 
deducts  from  the  unit  value  determination  the  items  of  property 
which  will  not  enter  into  the  ratio  of  market  value  to  RCNLD. 
(Schedule  B.) 

Schedule  A 

Total    RONLD    $155,000,000 

Deduct : 

Land    $3,000,000 

Distribution  mains  and  conductors 1,200,000 

Specific  items   appraised 500,000 

CWIP    (excluding   CWIP  in  land) 1,500,000 

M&S    500,000 

6,700,000 

Total  RCNLD,  excluding  above  items $148,300,000 

Schedule  B 

Determined  market  value  of  the  unit $135,000,000 

Deduct : 

Land    $3,000,000 

Distribution   mains   and   conductors 1,000,000 

Specific  items    (appraised   value) 450,000 

CWIP    at  50% 750,000 

M&S  at  90% 450,000 

Total  deductions 5,650,000 

Remaining  portion  of  unit  value  to  be  allocated  on  ratio  of 

RCNLD    $129,350,000 

Ratio    ($129,350,000  -h  $148,300,000) 87.22% 
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In  the  above  schedule  land  has  already  been  appraised  as  previ- 
ously discussed  and  certain  structures  also  have  been  individually 
appraised  at  $450,000.  It  will  be  noted  in  the  previous  schedule  that 
the  RCNLD  of  these  items  was  $500,000.  Distribution  conductors  and 
gas  mains  are  allowed  at  an  estimated  amount  of  $1,000,000  and  CWIP 
and  M&S  are  pulled  out  as  previously  explained.  The  remaining 
market  value  of  the  unit  amounts  to  $129,350,000,  which  related  to 
the  RCNLD  of  the  same  property  gives  a  computed  ratio  of  87.22 
percent,  which  is  the  percentage  to  be  applied  to  the  several  items  of 
property  not  excluded  above.  For  instance,  in  a  given  code  area,  a 
substation  having  an  RCNLD  of  $50,000  will  be  entered  on  the  work- 
sheet at  87.22  percent  of  that  amount  ($43,760),  and  later  extended 
on  the  roll  at  50  percent  of  $43,760  or  $21,880.  This  is  done  for  each 
specific  item. 

Even  with  all  of  the  controls  above  described,  it  would  be  a  coinci- 
dence if  the  total  market  values  extended  on  the  detailed  allocation 
record  would  exactly  equal  the  overall  unit  market  value  determined 
by  the  chief  of  the  division.  If  the  difference  is  small,  the  detailed 
distribution  will  be  allowed  to  stand.  If  the  variance  is  large,  slight 
changes  are  usually  made  in  the  unit  values  of  some  classes  of  dis- 
tribution property.  Sometimes  the  market  value  of  distribution  poles 
will  be  changed  up  or  down,  or  it  is  possible  that  the  allocated  unit 
market  value  of  wires,  conductors  and  mains  may  be  slightly  changed 
so  as  to  bring  the  total  distributed  property  within  a  small  difference 
of  the  total  unit  valuation. 

Each  company  files  a  detailed  property  statement  as  of  December 
31  of  the  year  preceding  the  assessment.  The  totals  of  such  statements 
must  agree  with  the  totals  in  the  balance  sheet  filed  with  the  division 
and  also  with  the  Public  Utilities  Commission.  When  the  senior 
valuation  engineer  receives  the  total  value  determination  from  the 
chief  of  the  division  he  proceeds  to  set  up  his  controls  for  the  distri- 
bution of  the  property  to  the  several  code  areas.  The  worksheets 
of  the  previous  year's  allocation  are  assigned  to  one  of  the  engineers 
to  compare  with  the  detailed  property  statement  in  order  to  ascertain 
what  changes  have  been  made  in  the  property  during  the  year.  If 
there  are  no  changes  in  land  appraisals,  the  amount  shown  on  the 
old  worksheet  will  be  carried  into  the  new.  If  new  appraisals  have 
been  made  they  will  be  substituted  for  the  old.  By  comparison  of  the 
detailed  property  statement  with  the  one  for  the  year  preceding,  the 
net  additions  in  the  primary  account  classifications  will  be  computed 
and  these  net  additions  will  be  used  to  modify  the  RCNLD  as  of  the 
beginning  of  the  preceding  year.  The  worksheet  used  as  a  basis  for 
preparing  the  current  roll  is  in  two  sections.  One  of  these  sections 
gives  the  detailed  breakdown  by  code  areas  of  continuous  structures 
for  the  previous  year  showing  market  valuation  for  each  location, 
and  the  other  shows  a  detailed  breakdown  of  all  other  items  of 
property  included  in  the  previous  year's  assessment  at  the  market 
values  used  in  the  previous  apportionment. 

The  engineer  assigned  to  the  task  goes  over  the  detailed  listing  fur- 
nished by  the  company  by  code  areas  so  as  to  note  all  additions  and  all 
retirements  of  specific  items  of  property.  Any  new  additions  of  prop- 
erty are  entered  on  the  worksheet.  For  all  items  which  showed  no 
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change  since  last  year,  the  market  value  remains  at  the  same  level.  The 
old  values  for  CWIP  and  M&S  are  stricken  and  the  current  figures  used 
at  50  percent  and  90  percent,  respectively,  as  previously  explained. 

In  the  case  of  continuous  structures  the  overall  changes  as  revealed 
by  the  company's  control  statement  are  used  to  adjust  the  last  RCNLD 
of  these  accounts  to  ascertain  new  RCNLD  unit  costs  to  which  the  cur- 
rent ratio  of  unit  value  to  RCNLD  is  to  be  applied.  The  unit  market 
values  of  distribution  gas  mains  and  electric  distribution  conductors 
are  adjusted  using  the  revenue  charts  previously  explained.  When  the 
new  market  values  for  the  continuous  structures  have  been  recorded 
and  totaled,  and  added  to  the  market  values  for  all  other  property,  as 
previously  stated,  the  senior  valuation  engineer  compares  the  total  to 
determine  how  near  his  results  are  to  the  total  unit  values.  If  his  total 
is  greater  or  less  than  the  total  unit  values,  as  stated  previously,  he 
generally  modifies  his  unit  market  value  of  continuous  structures  up  or 
doM^n  to  bring  the  two  values  within  reasonable  approximation.  When 
this  has  been  done,  cards  are  punched  by  code  areas  for  all  items  of 
property,  but  again  in  two  sections,  the  continuous  structures  being 
separate  from  all  others.  Then  the  two  sets  of  cards  are  brought  to- 
gether for  the  purpose  of  printing  the  allocation  detail  record  by  coun- 
ties. Finally,  these  cards  are  summarized,  the  totals  are  equalized  at 
50  percent,  and  the  total  cards  are  combined  with  the  cards  of  other 
companies  and  the  roll  is  printed  showing  land  by  individual  descrip- 
tion and  code  area,  and  improvements  and  personal  property  by  code 
area.  The  solvent  credits  in  the  various  code  areas  are  stated  separately. 
It  should  be  pointed  out  that  in  the  final  roll  all  "assessments"  are 
rounded  out  to  the  nearest  $10.  In  effect,  this  results  in  total  assess- 
ments slightly  greater  than  those  originally  determined. 

Chapter  10 

EVALUATION  OF  METHOD  OF  INTRASTATE  ALLOCATION  EMPLOYED 
BY  THE  VALUATION  DIVISION 

Previously  we  have  pointed  out  that  the  Valuation  Division  per- 
forms .these  important  functions : 

1.  Determination  of  unitary  valuations  of  operating  properties  of 
the  several  assessees. 

2.  Allocating  these  unitary  valuations  to  the  several  taxing  juris- 
dictions in  the  58  counties  of  the  State. 

3.  Separate  appraisals  of  leased  and  nonoperating  properties. 

We  are  here  concerned  with  intrastate  allocation  (No.  2  above). 
There  is  no  problem  of  allocation  so  far  as  leased  and  nonoperating 
properties  are  concerned  inasmuch  as  each  property  is  actually  ap- 
praised and  assessed  at  situs. 

A  unitary  appraisal  treats  all  segments  of  the  unit  as  interdependent 
one  upon  another.  The  component  parts  comprising  the  organic  whole 
derive  their  value  by  reason  of  interwoven  use  in  the  utility  business. 
If  any  component  is  separated  from  the  unit  it  loses  the  value  which 
it  possessed  as  a  part  of  the  unit.  What  is  left  is  only  its  value  as 
scrap,  yet  the  laws  of  the  State  require  that  the  component  parts  of  the 
unit  be  "assessed"  at  situs.  Logically  they  cannot  be  separately  valued 
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and  assessed.  Legally  it  must  be  done.  Hence  some  method  of  intra- 
state allocation  must  be  devised  to  meet  the  requirements  of  law.  The 
Valuation  Division  uses  depreciated  reproduction  cost  as  the  basis  for 
such  allocation.  Their  reasons  for  this  choice  have  been  set  forth  in 
Chapter  9,  Part  III  of  this  report.  The  division  might  have  used  de- 
jireciated  historical  cost  (approximately  the  rate  ba.se)  instead  of 
depreciated  reproduction  cost.  As  will  be  noted  later  in  this  discussion, 
had  depreciated  historical  cost  been  adopted  as  the  measure  of  intra- 
state allocation,  some  unfortunate  results  of  allocation  would  have 
been  avoided,  although  the  problem  would  not  have  been  completely 
solved. 

In  this  discussion,  two  points  should  be  kept  constantly  in  mind. 
First,  a  perfect  method  of  allocation  is  not  possible  because  of  the 
nature  of  integrated  utility  property.  Any  method  adopted  will  have 
some  degree  of  arbitrariness.  Secondly,  no  allocated  amount  stated 
in  dollars  is,  in  fact,  an  assignment  of  value.  The  law  calls  it  an 
"assessment,"  but  it  is  not  a  value  determination. 

•Our  principal  criticism  of  the  Valuation  Division's  method  of  allo- 
cation is  not  that  it  is  based  upon  relative  depreciated  cost  of  repro- 
duction of  the  several  items  comprising  the  unit.  Rather,  we  are  critical 
of  the  fact  that  depreciated  reproduction  cost  is  not  used  consistently. 
The  division  treats  three  types  of  property  differently  from  all  other 
types.  They  are  land,  construction  work  in  progress  and  materials  and 
supplies. 

1957   ALLOCATION   OF    UNIT   VALUE   OF   GENERAL   TELEPHONE   CO. 
OF   CALIFORNIA 

We  have  selected  the  1957  allocation  of  the  unit  value  determination 
of  General  Telephone  Company  of  California  as  the  first  subject  for 
critical  review.  The  reason  for  this  choice  is  twofold.  First  of  all,  in 
1957  a  new  depreciated  cost  of  reproduction  (RCNLD)  study  was  used 
for  the  first  time  as  a  base  for  intrastate  allocation.  Secondly,  the  only 
deviations  from  the  general  rule  for  this  company  are  for  land,  con- 
struction work  in  progress  (CWIP)  and  materials  and  supplies  (M&S). 
(See  Appendix  13.) 

Appendix  13  indicates  that  if  the  general  rule  of  allocation  had 
been  followed  consistently,  every  item  of  property  would  have  been 
allocated  to  a  given  code  area  by  applying  to  its  computed  depreciated 
cost  of  reproduction,  a  factor  of  85.6  percent.  In  the  table  below,  we 
have  selected  four  items  of  property  in  the  1957  allocation  to  illustrate 
what  was  done  and  what  would  have  been  the  result,  had  the  rule  been 
followed  consistently: 

Revised 
Market       Ratio     alloca- 
Code  value       mkt.  to       Hon 

Property  item  area  RCNLD  assignment  RCNLD  @  85.6% 

Central  office  equipment 900     $479,461     $415,690       86.7     $410,419 

Map  2,  Par.  1 400         13,500         13,500     100.0         11,556 

Materials  and  supplies 801         40,445         36,400       90.0         34,621 

Construction  work  in  progress-  801         63,000         31,500       50.0         53,928 

Three  of  the  above  items  have  been  given  preferential  treatment, 
whereas  construction  work  in  progress  is  debased  below  the  overall 
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average  of  85.6  percent.  The  principal  preferential  treatment  is  ac- 
corded to  land  in  the  case  of  every  company  studied.  The  Valuation 
Division's  reason  for  allocating  land  at  100  percent  of  actual  appraisal 
value  appears  to  be  the  so-called  "salvage  rule"  which  we  have  re- 
ferred to  previously  in  this  report.  It  reads  "In  all  cases  an  endeavor 
is  made  never  to  allocate  to  any  item  of  property  less  than  it  would 
be  as  salvage,  i.e.,  in  a  free  market  disassociated  from  the  unit. ' ' 

We  do  not  believe  the  logic  of  the  salvage  rule  is  sound.  In  our 
opinion,  land  devoted  to  utility  purposes  has  a  value  arising  out  of 
utility  use  which  may  be  greater  or  less  than  the  value  of  surrounding 
land.  If  it  is  essential  to  the  utility  operation,  its  availability  for  gen- 
eral use  is  either  limited  or  nonexistent,  hence  its  marketability,  apart 
from  the  other  utility  property  with  which  it  is  operated,  is  ques- 
tionable. In  the  illustration  above  given,  we  believe  it  would  be  far 
more  logical  to  assign  an  allocated  land  value  of  $11,556  or  85.6  per- 
cent of  KCNLD  instead  of  $13,500. 

The  Valuation  Division's  treatment  of  land  in  every  instance  means 
that,  when  land  is  allocated  at  100  percent  of  actual  market,  all  other 
allocated  amounts  will  be  reduced  below  the  overall  ratio  of  market 
value  of  the  unit  to  RCNLD.  It  is  particularly  severe  in  the  case  of 
railroad  allocation  where  land  values  are  such  a  large  part  of  the  total. 
The  writer  attended  a  1958  preassessment  conference  for  one  of  the 
large  railroad  systems.  Because  of  the  serious  economic  situation  con- 
fronting rail  carriers  the  Valuation  Division  reduced  the  valuation  of 
operating  property  of  this  company  approximately  5  percent  below  the 
1957  value.  But  at  the  same  time,  the  taxpayers'  representatives  were 
informed  that  its  land  values,  recently  appraised,  were  substantially 
higher  than  in  the  1957  allocation.  In  fact  the  percentage  increase  in 
land  value  was  in  excess  of  5  percent.  This  means  that  in  the  1958 
allocation  land  values  will  be  higher  on  the  assessment  roll  than  in  1957 
and  other  railroad  property,  especially  track,  will  have  to  absorb  not 
only  the  5  percent  overall  decrease  in  valuation,  but  a  further  reduc- 
tion due  to  increased  land  values.  We  believe  that  any  allocation  pro- 
cedure that  results  in  such  distortion  is  definitely  wrong  in  principle. 

Similar  statements  would  apply  to  the  treatment  of  materials  and 
supplies,  although  in  most  instances,  the  shift  in  value  among  code 
areas  is  not  so  pronounced  due  to  the  relatively  small  amount  of  this 
item  as  compared  to  total  utility  property.  On  the  other  hand,  the 
reduction  of  construction  work  in  progress  to  50  percent  of  actual  cost 
would  be  avoided  had  the  overall  percentage  of  85.6  percent  been  used. 

7957  Intrastate  Allocation  of  the  Unit  Value  of 
Pacific  Gas  and  Electric  Company 

Appendix  14  consists  of  the  summary  control  for  intrastate  allocation 
of  the  operating  properties  of  Pacific  Gas  and  Electric  Company  for 
the  year  1957.  It  shows  that  had  the  Valuation  Division  used  the  over- 
all ratio  of  total  market  value  to  depreciated  reproduction  cost,  it  would 
have  applied  a  factor  of  72.4  percent  to  the  RCNLD  for  every  item  of 
property.  Appendix  14  indicates  several  deviations  from  that  rule. 

The  preferential  treatment  accorded  to  land,  and  materials  and  sup- 
plies, and  the  debasement  of  construction  work  in  progress  are  the 
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same  as  to  method  as  applied  in  the  intrastate  allocation  of  the  prop- 
erty of  General  Telephone  Company  of  California.  Ilenee,  our  criti- 
cisms of  such  treatment  apply  with  equal  force  here  and  need  not  be 
repeated. 

Here,  however,  the  treatment  accorded  to  certain  steam  plants  de- 
serve comment.  It  will  be  noted  that  the  percentage  applied  to  the  four 
large  steam  generating  plants  was  90  percent  of  IICNLD,  even  though 
the  overall  percentage  Avas  slightly  over  72  percent.  These  plants  are 
fairly  new  and  their  respective  costs  were  fairly  well  known  in  the 
communities  where  they  were  located.  Hence  these  plants  were  pegged 
at  90  percent  of  RCNLD,  thereby  recognizing  the  actual  historical  cost 
thereof. 

In  such  situations  as  these,  we  believe  the  use  of  RCNLD  creates 
.some  unwarranted  distortions.  When  a  30-year-old  generating  plant  is 
factored  up  to  present  day  costs  in  the  same  manner  as  a  5-year-old 
plant  is  factored  up,  the  only  difference  being  in  the  amount  of  depre- 
ciation on  a  sinking  fund  basis,  the  older  plant  is  given  a  much  higher 
''assessment"  than  it  would  receive  if  historical  cost  were  the  base  for 
allocation.  This  is  true  especially  for  the  reason  that  the  depreciated 
reproduction  cost  figures  for  the  older  plant  do  not  sufficiently  reflect 
the  obsolescence  existing  therein.  No  one  will  deny  that  in  the  25  years 
intervening  between  the  building  of  the  two  plants  that  great  strides 
have  been  made  in  techniques  resulting  in  marked  operating  efficiencies. 

As  in  the  case  of  General  Telephone  Company,  we  have  selected  a  few 
items  of  property  in  the  1957  allocation  of  the  Pacific  Gas  and  Electric 
ComjDany  to  illustrate  what  was  done  and  what  would  have  been  the 
resulting  allocation  had  an  overall  ratio  of  72.4  percent  been  used : 

Market  Ratio  Revised 

Code  value  rtikt.  to  aUocafion 

Property  item               area  RCNLD  assignment  RCNLD  @  72.^  percent 

Map  24,  Par.  6 1009  $124,000  $124,000  100.0  $89,770 

Distribution  poles  _-200-50  41,146  22,260  54.1  29,790 
Materials  and 

supplies 5900  5,172  4,650  90.0  3,745 

Const,  work  in 

progress    5202  467,511  233,700  50.0  338,478 

Boiler  equip.- 

steam  plant 5315  33,087,063  29,778,300  90.0  23,955,034 

Office  building 305-50  389,126  107,126  27.5  281,727 

Appendix  14  also  shows  how  the  1957  allocation  was  made  for  the 
distribution  and  transmission  propert}'  of  P.  G.  &  E.  Company.  The 
column  headed  "Estimated  RCNLD  12-31-56"  is  obtained  by  adding 
four  years  of  net  additions  to  the  last  RCNLD  study  made  as  of  De- 
cember 31,  1952.  It  will  be  noted  that  some  of  the  resulting  ratios  in 
the  third  column  are  below  the  overall  ratio  of  72.4  percent  and  some 
are  above. 

Similar  schedules  could  be  presented  for  all  electric,  gas  and  tele- 
phone utilities  which  we  have  reviewed,  but  the  pattern  of  allocation 
is  fairly  uniform  and  hence  there  would  be  no  point  in  repeating  the 
criticisms  above  given. 
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INTRASTATE  ALLOCATION   OF   RAILROAD   PROPERTY 

The  intrastate  allocation  of  the  determined  market  value  of  operat- 
ing property  of  railroads  presents  some  unusual  problems.  For  reasons 
quite  generally  known,  the  value  of  railway  property  has  been  seriously 
eroded  over  approximately  the  last  30  years.  Whereas  prior  to  the 
twenties  the  rail  carriers  had  a  definite  monopoly  on  transportation, 
competitive  transportation  agencies  as  well  as  the  private  automobile 
have  taken  away  i)ractieally  all  monopolistic  characteristics.  It  is 
quite  generally  known  that  tremendous  amounts  of  obsolescence  exist 
in  the  railway  plant.  Much  of  the  railway  plant,  especially  unproduc- 
tive branch  lines  and  outmoded  terminals  would  not  be  re])rodueed 
today  were  they  suddenly  destroyed.  It  is  not  surprising  therefore 
that  the  present  commercial  value  of  railway  property  is  far  below 
depreciated  reproduction  cost  at  present  day  prices. 

1957   ALLOCATION   OF   THE    UNIT   VALUE    OF   THE   ATCHISON,   TOPEKA 
AND   SANTA   FE    RAILWAY   COMPANY 

Appendix  15  shows  a  summary  control  of  the  1957  intrastate  alloca- 
tion of  the  operating  property  of  the  Atchison,  Topeka  and  Santa  Fe 
Railway  Company.  It  will  be  noted  that  the  overall  ratio  of  market 
value  to  RCNLD  is  37.0  percent  after  deduction  of  items  not  allocated 
to  situs.  In  some  of  the  other  rail  carriers  tliat  ratio  will  be  even 
lower. 

Here,  again,  land  is  appraised  at  situs  at  100  percent.  Railroad 
right-of-way,  however,  generall}"  is  appraised  at  something  consider- 
ably less  than  100  percent  by  use  of  a  "right-of-w^ay"  factor  which 
has  been  worked  out  for  each  railroad  company. 

Land  appraisals  here  constitute  23.1  percent  of  total  market  value. 
As  previously  stated,  when  land  is  allocated  at  100  percent,  obviously 
other  items  in  the  railroad  plant  cannot  possibly  be  allocated  at  37 
percent  of  RCNLD.  The  situation  is  more  serious  than  it  is  in  the 
case  of  the  other  utilities.  M&S  and  "vStructures  and  equipment  indi- 
vidually reported"  to  a  lesser  extent  also  distort  the  overall  percent- 
age. The  low  ratios  for  floating  equipment,  and  roundhouses  and  turn- 
tables is  due  to  known  obsolescence  in  these  items. 

There  remains  to  be  distributed  a  market  value  of  $82,372,240.  It 
is  allocated  to  rolling  stock,  materials  and  supplies,  and  track  as  indi- 
cated in  the  schedule. 

Before  distributing  value  to  track,  the  main  track  is  classified  into 
five  different  categories  as  A,  B,  C,  D  and  E.  These  classifications  of 
track  are  weighted  according  to  density  of  traffic.  In  the  case  of 
branch  track  a  lesser  amount  is  allocated  also  on  the  basis  of  density. 
There  remains  a  minor  part  of  value  to  be  allocated  to  "other  track." 

Rolling  stock  is  allocated  on  a  road  mile  basis,  again  using  traffic 
density  as  a  test  for  spreading  the  value. 

GENERAL   COMMENTS   ON    INTRASTATE   ALLOCATIONS 

We  have  previously  pointed  out  that  the  use  of  RCNLD  as  a  device 
to  spread  the  unitary  value,  in  general,  has  the  effect  of  transporting 
value  from  segments  of  plant  recently  constructed  to  much  older  seg- 
ments of  the  plant.  This  is  especially  serious  in  an  inflationary  period. 
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If.  on  the  other  hand,  depreciated  historical  cost  were  used  as  the 
measure  for  spreading  the  nnitary  value,  the  newer  segments  of  plant 
would  be  assigned  a  greater  proportion  of  the  unitary  value  than  the 
older  segments.  However,  so  far  as  their  relative  contributions  to  pro- 
ductivity are  concerned,  it  is  possible  that  too  large  a  portion  of  the 
unitary  value  would  be  assigned  to  the  new  plants.  What  we  are  say- 
ing is,  that  no  matter  what  basis  of  allocation  is  used,  the  resulting 
apportionment  will  not  be  perfect.  Some  of  the  distortions  that  arise 
out  of  the  present  method  of  apportionment  undoubtedly  have  created 
suspicion  and  distrust  of  the  work  of  the  Valuation  Division.  There 
is  a  wide  spread  belief  in  the  State  that  the  dollar  amounts  appearing 
on  the  board  roll  represent  values  assessed  at  situs.  This  is  a  wholly 
unwarranted  assumption  probably  arising  out  of  a  misundertanding  of 
intrastate  allocation  procedures. 

Another  and  very  important  problem  relating  to  this  subject  is  the 
fact  that  when  new  units  of  property  are  added  to  the  utility  system 
they  lose  their  identity  as  such.  A  new  generating  plant  costing  10 
million  dollars  undoubtedly  is  worth  that,  amount  hefore  it  is  installed 
and  becomes  an  integrated  part  of  the  utility  system,  but  after  it  is 
installed  its  value  is  merged  with  the  value  of  all  other  property. 
Hence  its  identity  as  an  item  to  be  valued  separately  is  lost.  In  the 
apportionment  it  should  take  only  its  share  of  the  unitary  value  by 
applying  to  its  RCNLD  (or  HOLD)  the  overall  ratio  of  the  unitary 
value  to  total  RCNLD  (or  total  HOLD).  Probably  this  is  the  most 
difficult  problem  for  the  average  person  to  understand  for  most  of  us 
are  prone  to  associate  value  with  cost  even  though  we  know  full  well 
that  cost  is  not  value  unless  it  is  fully  supported  by  known  produc- 
tivity. For  a  large  utility  system  productivity  can  only  be  determined 
by  relating  earnings  to  the  total  plant,  not  to  some  segment  thereof. 

The  inequities  of  intrastate  allocation  are  not  confined  to  the  State 
of  California.  They  are  present  in  all  states  where  state-assessed  prop- 
erties are  allocated  to  local  taxing  jurisdictions.  These  inequities 
become  even  more  serious  in  inflationary  periods. 

We  have  pointed  out  throughout  this  report  that  the  segments  of 
property  comprising  a  utility  system  have  no  value  in  themselves.  They 
derive  whatever  value  they  possess  by  reason  of  the  fact  that  they  are 
part  of  an  integrated  system. 

Probably  it  would  be  fai"  more  logical  to  eliminate  intrastate  alloca- 
tion and  to  tax  state-assessed  property  on  a  statewide  basis.  The  idea 
is  not  new.  So  far  as  railroad  taxes  are  concerned,  it  is  in  effect  in 
Michigan  and  Wisconsin.  In  Michigan  railroad  taxes  are  dedicated  to 
the  secondary  schools  of  the  state.  In  Wisconsin  railroad  taxes,  except- 
ing as  to  taxes  on  lakeport  terminals,  are  used  for  general  state 
purposes. 

But,  if  utility  property  were  taxed  on  a  statewide  basis,  the  Legisla- 
ture would  be  faced  with  the  perplexing  problem  of  fund  disposition. 
If  the  taxes  were  apportioned  to  subdivisions  of  State  Government,  an 
equitable  basis  for  apportionment  must  be  found.  If  the  taxes  were  to 
be  used  for  subventions  or  state  aids,  the  method  of  distribution  pre- 
sents another  problem. 
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In  our  opinion,  a  consideration  of  such  a  change  should  be  postponed 
for  the  present.  Currently,  there  are  too  many  other  serious  problems 
confronting  the  Joint  Interim  Committee  on  Assessment  Practices  and 
the  Legislature,  the  solution  of  which  should  not  be  sidetracked  for  a 
problem  that  needs  far  more  study  before  any  change  is  contemplated. 

We  would  recommend,  however,  that  the  State  Board  of  Equalization 
conduct  experimental  studies  in  an  effort  to  determine  whether  depreci- 
ated historical  cost  might  prove  to  be  more  equitable  as  a  base  for 
spreading  unit  value  determinations  than  the  present  method  of  using 
depreciated  reproduction  cost. 
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PART  IV 

OTHER  ASPECTS  OF  UTILITY  VALUATION 

Chapter  1 1 
SALES  OF  UTILITY  PROPERTIES 

PINOLE   LIGHT   AND    POWER   COMPANY 

In  1957,  the  common  stock  of  the  Pinole  Light  and  Power  Company- 
was  sold  to  the  Pacific  Gas  and  Electric  Company.  The  price  paid  was 
7,000  shares  of  the  Pacific  Gas  and  Electric  Company  for  200  shares  of 
Pinole  Light  and  Power  Company.  At  the  time  of  the  sales  agreement, 
the  price  per  share  of  P.  G.  &  E.  common  stock  was  $48,625.  On  this 
basis,  the  sales  price  was  $340,375. 

Appendix  16  shows  the  essential  data  relating  to  the  sale  and  further 
shows  that  the  1957  valuation  by  the  State  Board  of  Equalization  was 
95.98  percent  of  the  sales  price.  The  1956  State  Board  Valuation  ad- 
justed to  the  date  of  sale  was  94.81  percent  of  the  sales  price.  It  is 
important  to  note  that,  by  Public  Utility  Commission  order,  P.  G.  &  E. 
was  required  to  transfer  the  depreciated  book  cost  of  Pinole  Light  and 
Power  Company  ($228,164.32)  to  P.  G.  &  E.'s  books  and  use  it  as  part 
of  its  rate  base  in  the  future. 

McFARLAND   TELEPHONE   COMPANY 

On  August  27,  1957,  F.  C.  Mitchell  and  Gladys  A.  Mitchell,  owners 
of  a  telephone  system  in  McFarland,  Kern  County,  made  application 
to  the  Public  Utilities  Commission  "to  sell  to  Central  California  Tele- 
phone Company  their  telephone  plant  and  facilities  at  net  book  value, 
plus  the  sum  of  $22,500  representing  the  agreed  price  of  certain  real 
property  on  which  the  central  office  is  located.  The  net  book  value  of 
the  telephone  plant  in  service  and  work  in  progress,  excluding  the  real 
property,  was  reported  at  $126,351  as  of  July  15,  1957."  (Quoted  por- 
tion from  commission  order  dated  August  27,  1957.) 

In  giving  approval  to  the  application,  the  commission  said :  ' '  The 
action  taken  herein  shall  not  be  construed  to  be  a  finding  of  the  value 
of  the  properties  herein  authorized  to  be  transferred  nor  as  binding 
the  commission  to  accept  the  agreed  purchase  price  for  the  purpose  of 
fixing  rates  or  authorizing  the  issue  of  securities." 

The  reservation  of  the  commission  in  the  statement  above  quoted  is 
understandable.  The  record  of  gross  operating  revenues  and  net  operat- 
ing revenues  for  the  last  five  years  were  as  follows : 

Gross  operating 

revenues  revenues 

1952 $34,818  $590 

1953 36,892  494 

1954 40,615  —391 

1955 45,085  5,712 

1956 50,056  —4,722 

5-year  average 41,493  337 
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Depreciated  historical  cost  on  December  31,  1956,  was  $122,410.  If 
the  five-year  average  net  were  capitalized  at  6.5  percent  it  would  pro- 
duce a  value  of  only  $5,185.  With  this  type  of  basic  data,  we  would 
have  valued  the  operating  property  considerably  less  than  depreciated 
book  cost.  The  Valuation  Division  found  a  value  in  1957  of  $55,490  or 
45.3  percent  of  depreciated  historical  cost.  We  are  informed  that  the 
purchaser  plans  to  completely  rebuild  the  telephone  plant.  Apparently, 
the  purchaser  was  acquiring  territory  and  the  price  paid  reflected  this 
fact  for  the  plant  itself,  from  the  inference  drawn  from  the  statement 
of  the  commission,  was  not  worth  the  price  paid. 

WISCONSIN    HYDROELECTRIC   COMPANY   (WISCONSIN) 

On  June  30,  1957,  the  property  of  this  company  was  sold  to  Northern 

States  Power  Company  of  AVisconsin.  The  basic  facts  were: 

Net  book  value  (depreciated  historical  cost) $5,562,325 

Capitalized   earnings   value 5,216,130 

Market  value  of  stock  and  debt 6,029,992 

Sales   price   5,562,325 

Wisconsin  assessment  (electric  utility  only) 5,300,000* 

*  The  coniiiaiiy  owned  and  ni)er:itcd  two  small  gas  utilities  not  state-assessed.  The  value  of  the  gas 
utilities  would  not  exceed  $150,000. 

The  Wisconsin  Public  Service  Commission  follows  the  same  general 
procedures  as  to  sales  and  purchases  of  utility  property  as  the  Califor- 
nia Public  Utilities  Commission.  This  illustration  is  submitted  primarily 
to  show  the  important  relevance  of  depreciated  historical  cost  in  the 
determination  of  sales  prices. 

OTHER   CALIFORNIA   UTILITY   SALES 

1953  Suisun  and  Green  Valley  Telephone  Co.  to  Pacific  Tel.  and  Tel. 

Net  book  value  December  31,  1952 $42,773 

Sales   price   30,000 

Ratio  of  sales  price  to  net  book  value 70.14% 

1953  Mariposa  Telephone  Co.  to  Harry  H.  Baker 

Net  book  value  June  30,  1953 $39,011 

Sales   price   45,000 

Ratio  of  sales  price  to  net  book  value 115.35% 

1954  Interstate  Telegraph  Co.  to  California  Interstate  Telephone  Co. 

Net  book  value  February  28,  1954 $7,638,529 

Sales  price   7,500,000 

Ratio  of  sales  price  to  net  book  value 98.19% 

1958  Sacramento  River  Farms,  Ltd.  to  Pacific  Gas  &  Electric  Co. 

Net  book  value  December  31,  1956 $61,424 

Sales  price   63,000 

Ratio  of  sales  price  to  net  book  value 102.56% 
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Chapter  12 

STATE  VALUATIONS  OF  PROPERTIES  LEASED  TO  UTILITY  COMPANIES 
AND  COUNTY  ASSESSMENTS  OF  THE  SAME  PROPERTY  IN  THE  PRIOR 
YEAR  AND  PRIOR  TO  THE  EXECUTION  OF  THE  LEASE 

Since  the  present  study  began  we  have  heard  several  complaints  from 
owners  of  property  leased  to  public  utility  companies  to  the  effect  that 
when  jurisdiction  to  assess  such  property  was  transferred  to  the  State 
Board  of  Equalization  from  the  county  assessors  the  taxes  levied  on  the 
leased  property  increased  substantially.  Unfortunately  many  of  these 
taxpayers  did  not  insist  on  a  tax  clause  in  the  lease  requiring  the  lessee 
to  pay  the  taxes. 

We  have  requested  the  Valuation  Division  of  the  State  Board  of 
Equalization  to  submit  tp  us  a  list  of  all  such  leases  since  1945  in  which 
there  was  no  change  in  property  between  the  local  and  the  state  assess- 
ments. In  other  words,  no  improvements  to  the  property  were  made  in 
the  interim. 

Appendix  17  is  a  summary  of  such  data.  It  shows  the  following  data : 

Name  of  county  County  assessment 

Code  area  Year  and  amount 

Map  parcel  number  State  full  value  determination 

Name  of  lessee  Year  and  amount 

Ratio  of  county  assessment  to 
state  full  value 

The  state  "assessment"  was  50  percent  of  the  full  value  determina- 
tions shown  in  the  statement.  For  the  49  leases  the  range  of  county 
assessment  ratios  to  the  state  full  values  was  as  follows : 

50  percent  and  over 1 

40  percent  and  under  50  percent 3 

30  percent  and  under  40  percent   13 

20  percent  and  under  30  percent 30 

Under  20  percent 2 

Mean  average  ratio 26.7% 

Chapter  13 
ASSESSMENT  METHODS  IN  QTHER  STATES 

For  comparative  purposes,  it  was  deemed  advisable  to  ascertain  in  a 
general  way  the  methods  of  appraising  utility  property  in  other  states. 
Accordingly,  a  brief  questionnaire  was  sent  to  33  states.  The  23  usable 
replies  are  tabulated  in  Appendix  12. 

It  will  be  noted  that  capitalized  income  is  the  most  widely  used  value 
evidence.  All  states  reporting  used  this  test.  Four  states  did  not  fill  out 
the  questionnaire  as  it  pertained  to  electric,  gas  and  telephone  com- 
panies. One  of  the  reasons  is  the  fact  that  in  some  states,  utilities  other 
than  railroads  are  assessed  locally. 

In  averaging  income  for  capitalization  purposes  most  of  the  states 
use  a  five-year  average.  In  fact  several  states  are  required  to  do  so  by 
statute.  It  is  interesting  to  note  that  some  states  are  estimating  future 


227 


72  JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES 

income  instead  of  using  past  income.  Several  states  reported  the  use  of 
more  than  one  type  of  average. 

Kates  of  capitalization  used  show  a  wide  range,  although,  as  expected, 
the  6  percent  rate  is  the  most  popular. 

In  recent  years,  there  is  a  marked  shift  to  a  one-year  average  in  the 
stock  and  debt  method.  Here  again  some  state  laws  unfortunately  re- 
quire the  use  of  a  five-year  average.  At  the  other  extreme  two  states 
report  that  they  use  stock  and  debt  values  as  of  the  effective  day  of 
assessment. 

One  state  reported  that  it  capitalized  net  operating  income  before 
depreciation  and  employed  a  depreciation  component  in  its  capitaliza- 
tion rate.  From  actual  inspection  several  years  ago,  we  know  that  an- 
other state  adds  3  percent  to  its  basic  rate  to  take  care  of  depreciation 
expense.  The  capitalization  rate  reported  in  the  questionnaire  bears  this 
out  although  it  was  not  clearly  stated. 

Fourteen  states  reported  that  they  used  Interstate  Commerce  Com- 
mission reproduction  cost  figures  and  two  states  adjust  these  costs  in  an 
attempt  to  recognize  obsolescence.  One  state  reported  that  it  compiled 
its  own  reproduction  costs. 
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PART  V 

APPRAISAL  OF  UTILITY  PROPERTY  UNDER 
THE  UNIT  RULE'' 

Chapter  14 
CONCEPT  OF  VALUE 

In  a  report  on  utility  valuation  it  seems  appropriate  to  discuss  the 
concepts  of  value  in  general  and  of  unit  value  in  particular.  "Value 
is  a  word  of  many  meanings,"  said  United  States  Justice  Brandeis.^^ 
In  a  discussion  of  the  value  concept,  James  C.  Bonbright,  an  eminent 
authority,  pointed  out  that  in  modern  business  transactions  the  term 
"value"  may  have  many  connotations  such  as  "net  book  value"  or 
"value  reporting  the  sales  price  of  an  asset."  If  the  asset  is  to  be  in- 
sured against  loss  by  fire,  a  "value"  based  upon  present  replacement 
costs  may  be  required.  If  it  is  subject  to  property  taxation,  its  "assessed 
value ' '  must  be  ascertained ;  if  the  asset  is  a  part  of  a  utility  property, 
its  "value  for  rate-making  purposes"  may  be  determined,  and  if  it 
belongs  to  a  bankrupt  company,  its  estimated  ' '  for  sale  value ' '  may  be 
called  for.20 

In  order  to  find  out  what  the  term  "value"  means  as  applied  to  the 
assessment  of  property  for  the  purposes  of  ad  valorem  taxation  here  in 
California,  reference  must  be  made  to  the  Constitution  and  to  the 
Revenue  and  Taxation  Code.  Unfortunately,  there  are  several  different 
labels  applied  to  the  term  "value."  In  Article  XIII,  Section  1,  of  the 
Constitution  are  found  these  words:  "All  property  in  the  State  *  *  * 
shall  be  taxed  in  proportion  to  its  value."  Section  9  of  the  same  article, 
in  referring  to  the  duties  of  the  state  and  county  boards  of  equalization, 
states  that  the  equalization,  when  made,  would  "make  the  assessment 
conform  to  the  true  value  in  money."  In  Section  14,  providing  for  the 
assessment  and  taxation  of  utility  property,  these  words  are  to  be 
found:  "shall  be  assessed  annually  by  the  State  Board  of  Equalization, 
at  the  actual  value  of  such  property." 

Section  110  of  the  revenue  laws  of  California  defines  the  term 
"value"  as  being  synonym o,us  with  "full  cash  value,"  or  "cash  value," 
meaning  "the  amount  to  which  property  would  be  taken  in  payment 
of  a  just  debt  from  a  solvent  creditor."  In  Sections  755  and  757  as 
amended  by  the  Statutes  of  1949  (nonoperative  at  the  present  time), 
the  term  "market  value"  is  first  introduced. 

All  of  these  labels,  it  would  appear,  arf^  synonymous.  They  mean  that 
the  property  tax  base  in  California,  whether  applied  to  general  prop- 
is  Much  of  the  material  included  in  Part  V  is  taken  from  a  publication  entitled  "Ap- 
praisal of  Railroad  and  Other  Public  Utility  Property  for  Ad  Valorem  Purposes" 
compiled  by  the  Committee  on  Unit  Valuation  and  published  by  the  National  Asso- 
ciation of  Tax  Administrators  in  1954.  The  writer  of  this  report  was  chairman  of 
the  Committee  on  Unit  Valuation. 
18  Southwestern  Bell  Telephone  Co.  v.  Public  Service  Commission,  262  U.  S.  27G  at  310 

(1923). 
20  Bonbright,  Valuation  of  Property,  1:12  (1937). 
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erty  or  utility  property,  is  to  be  measured  by  what  the  economists  call 
"market  value."  That  term  has  been  defined  as  "the  price  at  which 
property  would  be  transferred  to  a  reasonably  well-informed  buyer 
who  is  able,  ready  and  willing,  but  not  forced,  to  buy  from  an  equally 
well-informed  seller  who  is  ready  and  willing,  but  not  forced,  to  sell." 
Stated  briefly,  it  is  the  price  that  a  property  will  bring  in  a  competitive 
market.  It  is  not  the  same  thing  as  cost,  though  the  two  tend  to  be  equal 
at  the  time  the  cost  is  incurred;  neither  is  it  the  same  thing  as  "value 
for  rate-making  purposes."  The  latter  term  is  somewhat  of  a  misnomer. 
It  is  in  reality  a  cost  concept  used  as  a  base  by  regulatory  commissions 
to  judge  the  adequacy  of  utility  earnings.  Here  in  California,  the  rate 
base  means  depreciated  historical  cost.  It  has  no  direct  relation  to 
market  value  unless  the  utility  is  able  to  earn  a  fair  rate  of  return 
by  the  standards  established  by  the  Public  Utilities  Commission,  and 
unless  the  commission 's  concept  of  a  fair  rate  coincides  with  that  of  the 
investing  public.  In  such  cases,  the  rate  base  and  market  value  should 
be  approximately  the  same. 

As  stated  above,  the  standard  of  value  required  by  constitutional  and 
statutory  law  is  the  value  found  in  the  market  place.  In  other  words, 
it  is  the  price  at  which  a  given  property  would  be  exchanged  if  placed 
upon  the  market.  But  someone  will  say,  "But  utility  properties  seldom 
are  bought  and  sold. ' ' .  That  is  true  generally,  although  occasionally 
there  are  such  sales.  The  same  situation  prevails  in  the  general  prop- 
erty assessment  field.  Most  assessors  are  required  annually  to  assess 
properties  that  have  not  been  sold,  such  as  industrial  plants  and  the 
like.  Both  the  county  assessor  and  the  utility  assessor,  in  the  absence  of 
sales  data,  m.ust  rely  largely  on  other  value  evidences — ones  which  he 
may  confidently  assume  would  be  considered  by  prospective  buyers  and 
sellers  in  the  determination  of  a  fair  sales  price.  In  other  words,  he 
must  assemble  facts  concerning  a  given  property  which  would  influence 
prospective  buyers  and  sellers  in  fixing  a  price  at  which  the  ownership 
of  a  property  would  be  transferred.  In  both  the  general  property  and 
the  utility  fields  the  assessor's  job  is  to  find  out,  as  best  he  can,  what 
informed  people  in  the  market  place  expect  a  property  to  yield.  In 
actual  practice  the  assessor  often  must  impute  to  the  market  his  own 
judgment  of  income  expectations  for  lack  of  evidence  as  to  the  expecta- 
tions of  investors.  But  in  doing  so,  he  should,  so  far  as  it  is  humanly 
possible,  be  objective  and  not  succumb  to  the  temptation  to  substitute 
his  judgment  for  those  in  the  market  place. 

Chapter  15 
VALUATION  UNDER  THE  UNIT  RULE 

The  essence  of  a  unit  appraisal  is  the  determination  of  the  value  of 
a  property  without  any  reference  to  the  value  of  its  component  parts. 
For  example,  separate  appraisals  of  the  rolling  stock,  right-of-way, 
ties,  rails,  bridges,  and  other  structures  of  a  railroad  will  not  pro- 
duce the  value  of  the  railroad  as  a  common  carrier  of  goods  and 
services.  Its  value  as  a  common  carrier  is  derived  largely  from  the 
particular  way  in  which  the  rolling  stock,  ties,  rails,  and  other  things 
required  to  make  it  a  going  concern  are  put  together  into  an  operating 
unit  capable  of  rendering  transportation  services.  The  same  is  true 
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of  the  component  parts  of  an  electric  utility  system,  a  gas  utility 
system  or  a  telephone  utility  system.  The  unitary  value  may  be  either 
more  or  less  than  the  sum  of  the  values  of  the  separate  parts.  If  each 
of  the  parts  were  to  be  sold  separately,  with  sufficient  time  in  which 
to  seek  out  the  highest  available  bidder,  the  chances  are  that  the 
sales  would  not  yield  anywhere  near  as  much  as  could  be  obtained 
by  putting  the  whole  railroad  or  other  utility  property  on  the  auction 
block  and  selling  it  as  a  going  concern  complete  with  a  right  to  engage 
in  the  public  service.  In  extreme  eases,  however,  the  separate  parts 
might  sell  for  more  than  the  whole  because  a  railroad  or  other  utility 
is  not  free  to  discontinue  service  whenever  it  chooses  to  do  so.  The 
logic  of  a  unit  appraisal  has  been  aptly  stated  in  these  words : 

The  separate  value  of  the  parts  in  the  aggregate  would  not 
necessarily  approximate  to  or  be  any  legitimate  measure  of  the 
value  of  all  the  parts,  viewed  as  one  complete  machine  so  to 
speak  *  *  *  The  plant  in  its  parts  as  realty  and  personalty 
according  to  the  character  thereof,  irrespective  of  the  combina- 
tion of  all  into  one  entire  thing,  might  be  of  little  value,  and 
probably  would  be,  as  compared  to  what  they  would  represent 
in  the  new  form,  produced  by  the  union  of  many  parts  into  one. 
The  great  value  is  produced  by  the  combination  of  parts  into 
one  complete  working  machine,  adapted  in  a  high  degree  to  the 
service  of  man.^^ 

Professor  James  C.  Bonbright  of  Columbia  University,  in  his  admir- 
able treatise  "The  Valuation  of  Property,"  calls  the  unit  valuation 
"enterprise  valuation".  This  term  may  be  more  meaningful,  for  it 
succinctly  states  that  it  represents  value  of  a  going  concern  and  that 
is  exactly  what  is  meant  by  the  valuation  under  the  unit  rule. 

UNIT   APPRAISALS   v.   SUMMATION   APPRAISALS 

As  pointed  out  above,  a  unit  appraisal  means  an  appraisal  of  an 
integrated  property  as  a  whole  without  any  reference  to  the  values 
of  its  component  parts.  Such  an  appraisal  is  to  be  distinguished  from 
a  "fractional  appraisal"  which  is  an  appraisal  of  the  several  com- 
ponents of  an  integrated  property  without  reference  to  the  value  of 
the  other  components  or  of  the  property  as  a  whole.  The  appraisal 
engineer  who  uses  the  fractional  appraisal  approach  adds  the  several 
fractional  appraisals  to  arrive  at  a  "summation  appraisal"  (an 
appraisal  of  a  property  derived  by  adding  together  two  or  more  frac- 
tional appraisals).  Here  the  term  "value"  means  value  according 
to  some  cost  concept.  It  may  or  may  not  by  synonymous  with  "market 
value. ' ' 

As  previously  pointed  out,  an  item  of  property  which  is  a  com- 
ponent of  an  integrated  utility  system  would  lose  much  of  its  value  if 
it  were  divorced  from  the  system.  Someone  once  facetiously  asked 
"What  would  be  the  value  of  the  left  hind  leg  of  a  horse  if  divorced 
from  the  horse?"  The  answer  is  obvious  unless  we  were  interested 
in  horsemeat.  A  mile  of  electric  wire  or  of  a  gas  main  installed  in  a 
utility  system  would  only  have  value  as  scrap  if  cut  off  from  the 
system.  As  a  part  of  the  system  its  value  becomes  greatly  enhanced. 

a  Washburn  v.  Washburn  Waterworks  Co.,  120  Wia.  575,  585  ;  98  N.W.  539  (1904). 
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As  will  be  noted  later  in  this  discussion,  the  only  acceptable  evi- 
dences of  value  of  an  integrated  property  are  those  which  pertain  to 
the  property  as  a  whole.  It  is  impossible  to  ascertain  the  earning 
power  of  a  depot,  a  steam  generating  plant,  or  a  mile  of  electric, 
telephone,  or  gas  line  taken  by  itself.  It  is  possible  to  ascertain  the 
earning  power  of  the  integrated  property  without  attempting  to  assign 
any  earnings  to  the  components  of  the  property.  The  same  principle 
applies  in  the  appraisal  of  an  ordinary  house  and  lot.  In  the  approach 
to  value,  the  appraiser  generally  considers  them  as  one  unit  of  prop- 
erty. By  treating  the  house  and  lot  together  as  one  unit,  the  appraiser 
has  the  best  evidences  of  value,  such  as  rents  that  have  been  derived 
from  such  properties  and  the  prices  at  which  this  or  comparable  prop- 
erty has  recently  been  sold. 

In  the  application  of  the  unit  rule,  it  matters  not  whether  the 
property  is  in  several  states  or  in  a  single  state,  and  if  within  one 
state,  whether  it  is  in  one  or  more  than  one  local  taxing  jurisdiction. 
If  the  property  is  interstate  in  character,  the  appraiser  must  find  the 
value  of  the  entire  system  as  a  unit  and  apportion  part  of  that  unitary 
valuation  to  his  own  state.  In  most  states,  he  then  must  divide  up 
his  state  value  among  the  local  taxing  jurisdictions  so  that  each  may 
tax  only  a  part  of  the  value  of  the  whole.  In  the  case  of  an  intrastate 
utility  the  first  step  would  be  omitted. 

Chapter  16 
THE  UNIT  RULE  IN  THE  COURTS 

The  unit  rule  of  appraisal  as  applied  to  properties  of  public  service 
corporations  first  gained  court  approval  in  the  assessment  of  intra- 
state railroad  property  when  central  assessment  superseded  local 
assessment.  Even  in  the  absence  of  a  statute,  as  early  as  1868,  the 
Kentucky  Supreme  Court  said: 

The  law  treats  a  railroad  and  all  of  its  appurtenances  as  one 
entire  thing.^^ 

Three  years  later  the  constitutionality  of  the  Kansas  Act  of  1869 
providing  for  centralized  assessment  of  a  railroad  as  an  entity  was 
upheld  by  the  Supreme  Court  of  that  state,  which  said  in  part,  as 
follows : 

A  railroad  is  an  entire  thing  and  should  be  assessed  as  a  whole. 
It  would  be  almost  as  easy  and  as  reasonable  to  divide  a  house  or 
a  locomotive  into  portions  and  assess  each  portion  separately,  as 
to  divide  a  railroad  into  portions  and  assess  each  portion  of  it 
separately.^* 

One  of  the  leading  cases  concerning  the  "unit  rule"  arose  out  of 
the  Illinois  Act  of  1872.  The  United  States  Supreme  Court,  in  sus- 
taining an  assessment  made  under  this  act,  said  in  part,  as  follows : 

The  track  of  the  road  is  but  one  track,  from  one  end  of  it  to  the 
other,  and  except  in  its  use  as  one  track,  is  of  little  value.  *  *  * 

^Applegate  v.  Ernst,  66  Ky.  648  (1868). 

^Missouri  River,  Fort  Scott  d  Gulf  Railroad  v.  Morris,  7  Kan.  210  (1871). 

232 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  77 

Destroy  by  any  means  a  few  miles  of  this  track,  within  an  interior 
county,  so  as  to  cut  off  the  connection  between  the  two  parts 
thus  separated,  and  if  it  could  not  be  repaired  or  replaced,  its 
effect  upon  the  value  of  the  remainder  of  the  road  is  out  of  all 
proportion  to  the  mere  local  value  of  the  part  of  it  dcstroyed.^^ 

Most  of  the  early  court  cases  were  concerned  with  methods  of 
assessing  intrastate  carriers.  The  principal  question  was  whether  such 
property  could  be  centrally  assessed  as  a  unit  while  noncarrier  prop- 
erties were  locally  assessed  on  the  basis  of  fractional  or  summation 
appraisals.  Then,  as  railroads  became  more  and  more  interstate  in 
character,  the  application  of  the  unit  rule  of  appraisal  gave  rise  to 
further  litigation.  The  United  States  Supreme  Court,  in  upholding 
such  an  assessment  involving  a  unit  appraisal  and  an  interstate  allo- 
cation, used  the  following  language : 

The  true  value  of  a  line  of  railroad  is  something  more  than 
an  aggregation  of  the  values  of  separate  parts  of  it,  operated 
separately.  It  is  the  aggregate  of  these  values  plus  that  arising 
from  a  connected  operation  of  the  whole.  *  *  *  Each  state  has 
an  equal  right  to  reach  after  a  just  proportion  of  that  value.^^ 

The  last  sentence  in  this  statement  by  the  court  is  particularly 
significant.  Much  of  the  legal  interpretation  of  the  unit  rule  is  inter- 
woven with  intrastate  or  interstate  allocation.  The  reason  is  obvious. 
Litigation  involving  the  valuation  of  an  interstate  property  within  the 
boundaries  of  a  given  state  or  minor  taxing  jurisdiction  is  challenged. 
Although  the  courts  may  weigh  the  unitary  valuation  methods  em- 
plo3''ed  by  the  assessor,  their  conclusions  will  not  be  confined  to  the 
validity  of  the  unit  appraisal.  The  focal  point  of  the  court's  inquiry 
is  an  assessment  of  a  segment  of  the  unit.  Hence,  interstate  allocation 
becomes  a  connecting  link  in  the  controversy. 

In  one  state  the  assessing  agency  is  directed  by  statute  to : 

*  *  *  value  and  assess  the  property  within  the  state.  In  deter- 
mining the  value  of  the  portion  within  the  state,  the  department 
may  take  into  consideration  the  value  of  the  entire  system,  the 
mileage  of  the  whole  system  and  of  the  part  within  the  state, 
together  with  such  other  information,  facts  and  circumstances,  as 
will  enable  it  to  make  a  substantially  just  and  correct  deter- 
mination.26 
Carrier  Taxation  comments  on  this  problem,  as  follows: 

But  even  though  the  value  of  that  portion  of  an  interstate  rail- 
road lying  within  a  given  State  is  indeterminate,  the  railroad 
assessor  is  directed  by  the  laws  of  his  State  to  assess  all  prop- 
erty within  the  State  and  is  forbidden  by  the  Federal  Constitution 
from  assessing  property  that  is  outside  the  State.  Faced  with 
this  practical  problem,  tax  officials  have  developed  a  technique 
of  allocation  that  produces,  in  most  cases,  a  measure  of  equity  as 
well  as  some  controversy  and  litigation.  (Emphasis  added.)  ^'^ 

2*  state  Railroad  Tax  Cases,  92  U.  S.  575   (1876). 

'^Cleveland,  Cincinnati,  Chicago  and  St.  Louis  Ry.  Co.  v.  Backus,  154  U.  S.  439  (1894). 

28Wisconsin  Statutes,  Sec.  76.07   (3). 

^  House  Document  160,  79th  Congress,  1st  Session,  p.  118. 
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The  allocation  of  the  value  of  an  interstate  property  to  a  given 
state  for  the  purposes  of  taxation  appears  to  violate  the  principle  of 
the  unit  rule.  In  other  words,  under  unitary  appraisal  procedure,  the 
determination  of  value  is  limited  to  the  unit.  A  segment  of  that  unit 
is  not  to  be  appraised  as  such  so  long  as  it  remains  a  part  of  an 
integrated  system.  Perhaps  the  statutory  language  in  many  states 
has  been  ambiguous.  Nevertheless,  the  courts  have  been  realistic  in 
interpreting  such  statutes.  For  instance,  Justice  Holmes,  speaking  for 
the  court  in  Wallace  v.  Hines,  uses  these  words : 

The  only  reason  for  allowing  a  state  to  look  beyond  its  borders 
when  it  taxes  the  property  of  foreign  corporations  is  that  it  may 
get  the  true  value  of  the  things  within  it,  when  they  are  part  of 
an  organic  system  of  wide  extent,  that  gives  a  value  above  what 
they  would  otherwise  possess.    (Emphasis  added.)  ^^ 

Here  the  court  is  looking  at  an  element  of  value  which  the  segment 
possesses  by  reason  of  the  fact  that  it  is  a  part  of  an  integrated  whole. 
This  is  the  core  of  the  unit  rule.  A  severance  value  is  not  to  be  con- 
sidered or  tolerated.  It  is  reasonable  to  assume  that  when  a  state 
assessing  agency  is  directed  by  law  to  value  the  property  of  a  com- 
pany "within  the  state,"  such  an  expression  is  merely  a  legislative 
recognition  of  the  limitation  on  state  jurisdiction  to  tax  under  the  due 
process  clause  of  the  Fourteenth  Amendment  to  the  Federal  Constitu- 
tion. Thus,  the  assessor  has  complied  with  the  statutory  mandate  when 
he  proceeds,  first,  to  value  the  integrated  system  and,  second,  to  allo- 
cate a  portion  thereof  to  his  own  state. 

Chapter  17 
WHAT  CONSTITUTES  THE  UNIT? 

Fundamentally  the  unit  should  include  all  property  used  in  the  busi- 
ness, whether  owned  or  not.  It  should  exclude  all  property  owned  but 
not  used  in  the  utility  business.  However,  here  in  California,  as  pre- 
viously stated,  the  Constitution  requires  the  State  Board  of  Equaliza- 
tion to  assess  all  property  owned  and  used,  hence  the  total  assessment 
includes  all  operating  property,  leased  property  and  nonoperating  prop- 
erty owned  by  the  corporation.  Theoretically  the  leased  property  which 
is  used  in  the  utility  business  should  be  a  part  of  the  unit.  Although 
recognizing  this  fact,  the  Valuation  Division  treats  leased  property  as 
independent  from  the  unit  by  adjusting  the  value  evidences  employed 
in  making  the  appraisal  and  separately  appraising  the  leaseholds.  Like- 
wise, it  excludes  nonoperating  property  from  the  unit  and  separately 
appraises  it,  adding  such  appraised  value  to  the  unit  valuation. 

PROPERTIES   OF   A  SUBSIDIARY   IN   THE    UNIT   APPRAISAL 

Although  many  large  utility  corporations  control  other  utilities 
through  stock  ownership,  such  control  in  itself  does  not  necessarily 
mean  that  the  properties  of  the  subsidiary  should  be  combined  with 
those  of  the  parent  for  appraisal  purposes.  If  the  properties  of  the  sub- 
sidiary are  operated  as  a  part  of  the  entire  system  so  that  there  is  unity 

'»253  U.  S.  66,  69  (1920). 
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of  use  as  evidenced  by  pooling  of  equipment,  reliance  upon  a  single 
traffic  solicitation  department,  a  common  accounting  office,  and  a  single 
administrative  organization,  then  the  subsidiary  should  be  included  in 
the  parent  system  for  appraisal  purposes.  But,  if  the  subsidiary  gen- 
erally operates  independently  in  these  matters,  it  should  be  treated 
separately  in  the  appraisal  process. 

The  inclusion  of  the  properties  of  a  subsidiary  in  a  unit  appraisal 
of  the  property  of  the  parent  makes  it  possible  for  the  assessor  to  use 
one  evidence  of  value  (market  value  of  stock  and  debt)  which  generally 
is  not  available  for  application  for  appraising  the  property  of  the  sub- 
sidiary. Any  market  value  of  stock  and  debt  for  the  subsidiary,  if  it 
were  to  be  separately  appraised,  would  be  a  synthetic  value  and,  in  our 
opinion,  sjaithetic  values  generally  are  of  little  merit  as  value  evidences 
in  the  appraisal  task. 


Chapter  18 
EVIDENCES  OF  VALUE 

As  previously  stated,  value  is  a  price  at  which  a  product  will  be 
exchanged  in  a  competitive  market.  It  follows  that  actual  market  prices 
are  the  best  evidences  of  value.  When  sales  of  a  given  class  of  property 
are  numerous  enough  to  indicate  a  consensus,  and  properties  are  suffi- 
ciently similar  to  permit  ready  comparison  of  one  with  another,  the 
appraiser  can  readily  use  this  criterion  and  need  hardly  concern  himself 
with  any  other. 

However,  for  a  large  integrated  property  such  as  a  utility  system, 
sales  are  almost  nonexistent.  In  the  few  sales  that  have  taken  place  the 
attendant  circumstances  are  usually  so  unique  and  complicated  that 
they  offer  little  in  the  way  of  guidance  to  the  appraiser.  He  must, 
therefore,  rely  largely  on  other  value  evidences — the  ones  which  he  may 
confidently  assume  would  be  considered  by  prospective  buyers  and 
sellers  if  they  were  to  bargain  over  the  transfer  of  the  properties  being 
assessed. 

The  seller  of  a  utility  system  would  naturally  stress  those  factors 
which  would  give  him  the  highest  possible  price.  The  buyer  would 
emphasize  less  favorable  factors  in  order  that  he  might  obtain  the  prop- 
erty at  a  bargain  price.  But  there  can  be  no  sale  until  the  two  divergent 
views  are  resolved  by  either  one  or  both  of  the  parties  making  conces- 
sions. The  assessor,  envisioning  this  bargaining  process,  must  be  able 
to  see  the  viewpoints  of  both  parties.  Moreover,  he  should  be  informed 
on  the  many  points  that  buyers  and  sellers  would  consider  in  negoti- 
ating a  sale,  among  which  would  be  the  following : 

(a)  Population  and  industrial  trends  in  the  territory  served,  and  the 
potential  for  future  business. 

(b)  The  rate  base  established  by  a  competent  regulatory  agency. 

(c)  The  competitive  position. 

(d)  The  trend  of  operating  revenues  in  recent  years. 

(e)  The  net  operating  results  under  present  management. 

(f )  The  quality  of  present  management. 
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(g)  Favorable  or  unfavorable  contractual  arrangements. 

(h)   Performance  records  and  possibilities  for  improvement. 

(i)    Original  cost  less  depreciation. 

(j)    Replacement  cost  less  depreciation. 

(k)   Operating  condition  of  the  property. 

{!)    Market  prices  of  equities  and  indebtedness. 

The  assessor,  of  course,  cannot  be  expected  to  be  as  expert  as  the 
utility  executive  in  evaluating  such  information.  But  he  can  and  must 
acquire  a  reservoir  of  general  information  concerning  a  given  property 
and  its  operations  for,  without  such  knowledge,  his  appraisal  is  likely 
to  be  nothing  better  than  a  guess. 

Some  of  these  items  of  information  are  direct  evidences  of  value; 
others  assist  the  appraiser  in  the  interpretation  of  the  evidences.  The 
net  operating  revenue,  for  example,  is  properly  described  as  a  value 
evidence.  From  this  evidence  one  can  reach  a  reasonably  objective  esti- 
mate of  the  value  of  the  utility.  But  the  estimate  may  be  quite  erroneous 
if  the  appraiser  knows  nothing  more  than  this  one  fact.  For  example, 
the  present  management  may  be  very  poor,  in  which  case  a  capitaliza- 
tion of  past  earnings  will  give  an  inadequate  appraisal  of  the  price  for 
which  the  property  could  be  sold.  While  knowledge  of  quality  of  man- 
agement does  not  in  itself  give  us  any  notion  of  the  value  of  the  prop- 
erty, it  helps  the  appraiser  to  decide  how  much  reliance  he  can  place 
upon  capitalized  past  earnings  as  an  evidence  of  value. 

The  evidences  of  value  that  can  be  stated  quantitatively  in  terms  of 
money  are  far  less  numerous  than  the  factors  listed  above.  In  the  opin- 
ion of  the  writer  the  value  evidences  appropriate  for  the  appraisal  of 
electric,  gas  and  telephone  utilities  are  somewhat  different  than  those  to 
be  used  in  the  appraisal  of  railroad  properties.  In  the  first  group  the 
value  evidences  are  three  in  number : 

1.  Capitalized  earnings. 

2.  Stock  and  debt  (market  prices). 

3.  Historical  cost  less  depreciation. 

In  the  ease  of  railroads,  historical  cost  less  depreciation  is  a  very 
poor  evidence  of  the  value.  Capitalized  earnings  and  market  value  of 
stock  and  debt  are  essential  evidences  of  value.  The  limited  use  of  de- 
preciated reproduction  cost  in  the  appraisal  of  railroads  will  be  dis- 
cussed in  Chapter  22. 

It  should  be  pointed  out  that  capitalized  earnings  and  market  value 
of  stock  and  debt  are  the  only  two  evidences  of  value  that  treat  the 
appraisal  as  a  unit.  The  use  of  any  cost  concept  fundamentally  revolves 
around  a  summation  appraisal.  As  previously  stated,  separate  appraisals 
of  the  components  of  an  integrated  property  fail  to  reveal  values  which 
these  components  derive  from  such  integration. 

The  several  evidences  of  value  above  referred  to  will  be  discussed  in 
detail  separately  in  succeeding  chapters. 
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Chapter  19 
CAPITALIZED  EARNINGS  AS  AN  EVIDENCE  OF  VALUE 

So  far  as  wo  have  been  able  to  determine,  all  states  centrally  assessing 
utility  property  nnder  the  unit  rule  employ  capitalized  earnings  as  one 
of  the  evidences  of  value.  In  fact,  many  states  consider  it  to  be  the  most 
persuasive  of  all  evidences.  (See  Chapter  13  and  Appendix  12.)  Such 
conclusions  have  also  been  stated  by  many  appraisal  authorities  and  by 
the  courts.  Frederick  M.  Babcock,  a  noted  appraisal  authority,  puts  it 
in  tliese  Avords: 

*  *  *  in  the  development  of  a  valuation  theory  we  commence  with 
the  principle  that  the  process  of  valuation  will  consist  of  trans- 
lating- anticipated  future  income  into  present  capital  value.-^ 

In  short,  a  jn'operty  is  worth  what  it  will  earn. 

The  translation  of  future  income  into  present  value  is  called  capi- 
talization, and  in  the  words  of  the  same  author  it  is  more  precisely 
defined  as : 

*  *  *  the  process  through  which  a  purchaser's  mind  works  in  con- 
verting the  future  productivity  which  he  anticipates  into  present 
capital  value.  *  *  * 

It  will  be  noted  that  value  is  predicated  on  expected  future  earnings 
and  not  on  earnings  already  realized.  Realized  earnings  are  merely  his- 
tory— water  over  the  dam — and  have  no  significance  except  as  they  may 
give  some  clue  to  future  income. 

It  must  not  be  inferred  that  the  appraiser  should  discard  past  earn- 
ings in  formulating  his  opinion  of  future  prospects.  On  the  contrary, 
the  record  of  the  past,  and  particularly  of  the  recent  past,  often  will 
furnish  an  invaluable  clue  to  the  future.  Before  the  performance  of 
record  can  be  weighed,  however,  the  assessor  must  first  make  certain 
that  net  operating  income,  as  reported,  accurately  and  meaningfully 
reflects  net  results  for  the  period  covered.  In  order  to  do  this  he  must 
approach  his  task  with  at  least  a  general  knowledge  of  the  accounting 
concepts  that  underlie  the  income  and  expense  statement.  As  previ- 
ously stated,  the  appraiser's  ability  to  evaluate  the  relevance  of  past 
earnings  to  future  potentialities  will  vary  directly  with  his  knowledge 
of  the  taxpayer's  property,  the  territory  it  serves,  its  operating  history, 
the  quality  of  its  management,  general  economic  conditions,  and  other 
pertinent  information. 

Our  courts  repeatedly  have  given  approval  to  this  test  of  value.  A 
concise  statement  to  this  effect  reads  as  follows : 

The  rule  of  property  taxation  is  that  the  value  of  the  property 
is  the  basis  of  taxation.  It  does  not  mean  a  tax  upon  earnings  which 
the  property  makes,  ^lor  the  privilege  of  using  the  property,  but 
rests  solely  on  valine.  But  the  value  of  property  results  from  the 
use  to  which  it  is  put  and  varies  with  the  profitableness  of  that  use 
present  and  prospective,  actual  and  anticipated.  There  is  no  pecu- 
niary value  outside  of  that  which  results  from  such  use.  The 
amount  and  profitable  character  of  such  use  determine  the  value 


Frederick  M.   Babcock,   The   Valuation  of  Real  Estate    (New  York:   McGraw-Hill, 
1932),  p.  130. 
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and  if  property  is  taxed  at  its  actual  cash  value  it  is  taxed  upon 
something  which  is  created  by  the  uses  to  which  it  is  put.^^ 

If  it  were  deemed  necessary  to  do  so,  one  could  accumulate  an  impos- 
ing list  of  court  decisions  and  technical  publications  that  would  support 
this  view.  Professor  Bonbright,  in  his  summary  of  enterprise  valuation, 
has  this  to  say  in  part : 

A  capitalization  of  recent  annual  earnings,  averaged  over  a 
period  of  from  three  to  five  years  and  with  standardized  rates  of 
capitalization,  is  almost  the  most  generally  accepted  method. 

INCOME   AVERAGING 

1)1  actual  practice,  most  states  capitalize  an  average  of  earnings  over 
a  period  of  years  to  "level  out  the  hills  and  valleys"  in  search  for  a 
figure  that  can  be  considered  representative  of  income  prospects.  To  the 
extent  that  earnings  alternately  surge  and  ebb,  an  average  for  several 
years  is  likely  to  be  more  significant  than  the  earnings  of  a  single  year. 
The  number  of  years  to  be  used  in  an  average  must  be  left  to  judgment. 
In  the  case  of  rapidly  expanding  electric,  gas  and  telephone  utilities  it 
appears  to  us  that  any  average  beyond  one  year  is  not  representative  of 
future  income  prospects,  unless  the  earnings  of  prior  years  are  adjusted 
upward  to  reflect  the  increase  in  utility  plant.  Nevertheless,  our  in- 
quiries as  to  the  practices  in  other  states  reveal  that  many  states  are 
using  some  sort  of  an  average  beyond  one  year  without  variation.  In 
the  case  of  railroads,  the  pattern  of  income  is  erratic.  Here,  we  believe, 
a  single  year's  earnings  generally  is  not  representative.  In  other  words, 
a  longer  average  should  be  used. 

A  few  instances  have  come  to  our  attention  in  which  the  assessor  uses 
an  estimate  of  future  years'  earnings.  Of  course,  such  a  procedure  is 
highly  subjective,  but  there  is  no  denying  that  in  theory  is  should  be 
done.  The  only  way  we  know  of  judging  the  future  is  by  examing  the 
past  and  taking  recognition  of  the  various  changes  that  have  occurred 
in  an  attempt  to  modify  past  income  results.  To  do  this  effectively  the 
assessor  must  have  a  fair  understanding  of  the  operations  of  a  given 
taxpayer,  the  economic  climate  under  which  he  is  operating,  the  quality 
of  management  and  similar  factors  in  order  to  arrive  at  reasonable 
income  expectations. 

ADJUSTMENTS   TO   THE   BASE   FOR   CAPITALIZATION 

As  will  be  pointed  out  in  greater  detail  later,  the  central  assessing 
agency  in  most  instances  can  accept  the  income  accounts  of  the  various 
taxpayers  with  assurance  that  they  have  been  accurately  compiled. 
Particularly  is  this  so  in  recent  years.  The  various  regulatory  agencies 
have  prescribed  uniform  accounting  classifications  with  elaborate  rules 
directing  the  utilities  in  the  precise  methods  for  reporting  both  income 
and  balance  sheet  records.  The  reports  filed  with  the  central  assessing 
agency  contain  the  same  type  of  information  as  is  filed  with  the  regu- 
latory commission.  Hence,  there  is  seldom  any  need  for  the  central 
assessor  to  perform  extensive  auditing  procedures  before  proceeding 
with  his  appraisal  task. 

^Cleveland,  CC  and  St.  L.  Ry.  Co.  v.  Backus  154  U.  S.  439   (1894). 
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However,  the  income  account  as  recorded  on  the  books  in  accordance 
with  the  rules  of  the  regulatory  agency  may  need  some  adjustment  by 
the  appraiser  in  order  that  the  capitalized  results  will  meet  the  require- 
ments of  the  state  statutes  under  which  the  appraisal  is  made. 

THE    UNIT   OF    INCOME   TO   BE   CAPITALIZED 

In  the  case  of  electric,  gas  and  telephone  utilities  the  unit  is  "Net 
Operating  Revenue"  and  in  the  case  of  rail  carriers  it  is  "Net  Railway 
Operating  Income."  These  two  terms  mean  the  net  income  available  to 
all  intei'ests  in  the  property,  i.e.,  the  bondholders  and  the  stockholders. 
In  other  words,  they  mean  net  income  from  operations  before  the 
deduction  of  bond  interest  and  dividends.  Most  state  assessing  agencies 
capitalize  this  income  concept,  generally  without  adjustment.  This 
means  a  capitalization  of  a  net  operating  stream  in  perpetuity.  Such  a 
concept  of  income  allows  all  operating  expenses,  including  depreciation, 
income  taxes  and  ad  valorem  taxes  as  taken  on  the  books. 

Instead  of  capitalizing  a  net  operating  stream  of  income  in  per- 
petuity, some  appraisers  prefer  to  capitalize  a  terminating  stream  of 
income  over  the  service  life  of  the  property  being  appraised.  Because 
there  is  so  much  variation  in  depreciation  charges  taken  in  the  books  of 
account,  such  an  appraiser  prefers  to  capitalize  net  operating  income 
before  depreciation  charges  and  to  provide  for  depreciation  allowances 
to  the  prospective  purchaser  bj'  including  a  depreciation  component  in 
his  capitalization  rate.  The  component  factor  to  be  added  is  the  amount 
which,  if  paid  into  a  sinking  fund  at  the  end  of  each  year  where  it 
accumulates  interest  at  a  specified  rate,  will  build  up  a  fund  of  $1  by 
the  end  of  the  service  life  of  the  property.  The  appraiser  who  uses  this 
method  allows  depreciation  on  present  value  or  present  worth  whereas 
the  depreciation  on  the  books  is  based  upon  original  or  historical  cost, 
no  matter  what  method  of  depreciation  is  employed.  In  other  words, 
the  base  for  depreciation  used  by  the  accountants  is  never  the  same 
as  the  one  used  by  the  appraiser  who  employs  a  depreciation  component 
in  his  capitalization  rate. 

The  appraiser  who  capitalizes  net  operating  income  as  recorded  on 
the  books  has  also  allowed  as  a  deduction  from  income  the  amount 
of  property  taxes  paid  on  the  prior  year's  assessment.  In  effect  he  is 
assuming  that  the  taxes  to  be  paid  on  the  current  assessment  will  be  the 
same  as  those  on  the  prior  year's  assessment.  This  could  only  be  true 
if  there  were  no  change  in  the  assessment  nor  in  the  rate  of  tax.  Mani- 
festly, the  appraiser  must  proceed  on  the  assumption  that  no  change 
will  take  place  in  the  tax  rate  or  else  guess  which  way  the  rate  is  going. 
But  the  appraisal  being  made  will  determine  the  current  tax  base  and 
its  determination  generally  will  raise  or  lower  the  property  tax  burden 
of  the  taxpayer.  Some  appraisers  prefer  therefore  to  disallow  the 
deduction  for  the  prior  year's  property  taxes,  i.e.,  increase  the  income 
base  by  this  amount  and  add  a  property  tax  component  to  his  capi- 
talization rate. 

TREATMENT  OF   INCOME  TAXES 

This  subject  has  been  discussed  at  length  in  Chapter  7,  particularly 
as  to  the  reason  why  income  taxes  must  be  taken  into  consideration  as  a 
necessary  expense.  Either  the  amount  of  income  taxes  paid  must  be 
treated  directly  as  an  expense  or  else  an  income  tax  component  should 
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be  added  to  the  basic  capitalization  rate.  The  Valuation  Division  has 
been  using  the  latter  method  since  1953.  Most  states  do  not  have  an 
adequate  staff  to  make  the  involved  calculations  that  are  required  under 
the  California  formula.  (See  Appendix  10).  In  our  opinion,  the  Valua- 
tion Division  has  made  a  valuable  contribution  to  utility  appraisal 
techniques. 

Frequently  a  utility  income  account  will  include  under  income  tax 
additional  assessments  or  refunds  that  are  not  applicable  to  the  years 
used  in  the  current  income  capitalization  base.  Obviously  all  such  addi- 
tional assessments  or  refunds  should  be  eliminated  from  the  income 
statement.  Under  the  California  method,  such  eliminations  are  auto- 
matically made. 

THE   CAPITALIZATION    RATE 

The  basic  rate  of  capitalization  to  be  employed  in  capitalizing  either 
a  perpetual  stream  of  income  or  a  terminating  stream,  is  one  of  the 
most  difficult  things  to  determine.  All  too  often  a  central  assessing 
agency  will  employ  a  6  percent  basic  rate  without  any  consideration 
as  to  how  it  has  been  determined.  There  have  been  suspicions  in  some 
quarters  that  it  is  used  for  the  reason  that  it  is  the  legal  rate  of  interest 
in  the  state.  Probably  the  more  likely  reason  is  the  fact  that  the  assess- 
ing agency  has  consistently  followed  the  practice  of  using  6  percent 
as  its  capitalization  rate  without  any  thought  as  to  its  origin. 

RATE   OF   CAPITALIZATION    FOR   ELECTRIC,   GAS,   TELEPHONE 
AND   WATER    UTILITIES 

If  the  appraiser  of  a  large  utility  is  to  determine  a  reasonable  price 
at  which  the  property  would  be  transferred  from  its  present  owner 
to  a  prospective  buyer,  he  must  also  envision  how  the  prospective 
buyer  would  finance  the  purchase.  As  a  practical  matter  it  would  be 
unreasonable  to  expect  the  purchaser  of  the  property  to  finance  so  large 
an  acquisition  entirely  by  the  issuance  of  common  stock.  From  the 
standpoint  of  income  tax  burdens,  it  would  be  unwise  to  do  so.  The 
present  trend  is  somewhat  as  follows :  common  stock  35-40  percent, 
preferred  stock  10-15  percent  and  bonds  50  percent.  The  ratios  of 
the  securities  to  be  issued  will  depend  upon  the  economic  climate  of  the 
security  market.  Bond  money  generally  will  be  the  cheapest  source 
of  funds,  but,  if  the  debt  structure  goes  much  beyond  50  percent  of 
total  capital  structure,  the  resulting  fixed  interest  charges  are  likely 
to  affect  the  bond  ratings  in  the  market  and  at  the  same  time  make  it 
difficult  to  float  equity  securities.  Regulatory  commissions,  at  least  in 
recent  years,  have  frowned  upon  a  debt  structure  that  greatly  ex- 
ceeds 50  percent. 

As  stated  above,  the  road  which  the  prospective  purchaser  will  take 
in  financing  his  purchase  will  depend  upon  conditions  in  the  stock 
and  bond  market.  A  utility  owner  in  a  state  where  strict  regulation 
prevails  must  compete  for  his  sources  of  new  funds  with  utilities  in 
other  sections  of  the  country  where  utility  regulation,  if  any,  is  per- 
functory. Because  of  the  restrictions  on  level  of  rates  and  earnings, 
under  these  circumstances,  the  market  may  demand  a  higher  rate  of 
return  from  him. 

The  appraiser  of  utility  property,  in  seeking  a  rate  of  capitalization 
to  be  applied  to  the  productivity  of  the  utility  enterprise,  must  look 
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to  the  security  market  to  find  out  the  conditions  confronting  the 
prospective  purchaser  when  he  finances  the  pureliase.  Some  students 
of  the  capitalization  rate  attempt  to  divide  the  rate  into  segments  and 
to  ascertain  the  market  demands  for  each  type  of  security.  For  pur- 
poses of  illustration,  assume  that  the  capital  structure  is  40  percent 
common  stock,  10  percent  preferred  stock  and  50  percent  debt,  and 
that  the  market  demands  on  each  type  of  security  are  9  percent,  5  per- 
cent and  4  percent,  respectively.  The  following  computation  produces 
the  overall  rate: 

Weighted 
Market  market 

demand  demand 

(percent)  (percent) 

Common  stock — 40% 9.00  3.60 

Preferred  stock— 10% 5.00  0.50 

Debt— 50%     4.00  2.00 

Total    6.10 

Other  students  of  the  subject  prefer  to  find  a  rate  by  dividing  all 
income  available  for  interest  and  dividends  by  the  market  value  of  all 
the  securities.  To  illustrate: 

Total  income  available  for  interest  and  dividends $11,800,000 

=  5.90% 

Market  value  of  stock  and  debt $200,000,000 

Others  have  roughly  computed  a  rate  by  adding  a  risk  factor  to  a 
so-called  "riskless"  rate,  as  exemplified  by  U.  S.  Government  securi- 
ties. To  illustrate: 

Percent 

Market  yield  of  U.  S.  Government's 2.50 

Estimated  risk  factor 4.00 

Estimated   rate   of  capitalization 6.50 

Obviously  the  latter  method  is  highly  subjective  but  even  so,  it  is 
better  than  picking  a  rate  out  of  thin  air. 

The  second  method  above  illustrated  is,  without  doubt,  the  most 
objective  method.  We  would  be  inclined  to  accept  it  as  the  soundest 
method  were  it  not  for  two  facts.  First  of  all,  "income  available  for 
interest  and  dividends"  as  used  in  the  computation  is  realized  income, 
not  anticipated  future  income.  Secondly,  under  security  market  con- 
ditions in  the  last  decade  the  overall  earnings  rate  obtained  by  divid- 
ing earnings  available  by  the  security  market  ranges  from  4.5  per- 
cent to  five  percent.  The  reason  for  this,  according  to  many  security 
analj^sts,  is  the  unprecedented  demand  in  the  market  for  utility  secu- 
rities, especially  on  the  part  of  pension  trusts  and  insurance  com- 
panies. In  effect,  the  present  utility  security  market  represents  the 
investors'  long-range  view  of  the  future  of  the  utility  industry.  In 
other  words  it  represents  something  far  beyond  the  worth  of  the 
assets  presently  being  employed  in  the  utility  business.  The  disturb- 
ing fact  to  the  appraiser  who  studies  the  security  market  is  that  no 
prospective  purchaser  of  the  utility  property  could  possibly  sell  his 
securities  in  the  competitive  money  market  at  an  overall  4^  percent  to 
5  percent  basis. 
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The  California  Public  Utilities  Commission  in  its  rate  of  return 
deliberations  is  faced  with  much  the  same  problem  as  the  utility- 
property  appraiser  who  is  seeking:  a  reasonable  rate  of  capitalization. 
It  is  true  that  the  approach  is  different.  The  regulatory  commission 
starts  out  with  a  rate  base  which  is  to  be  used  as  a  measure  of  the 
maximum  earnings  to  be  allowed  to  the  utility.  The  utility  appraiser 
starts  out  with  the  earnings  of  the  utility  to  determine  the  price 
which  would  be  paid  by  the  prospective  purchaser.  The  commission 
attempts  to  fix  rates  to  enable  a  fast-growing  utility  to  produce  earn- 
ings sufficient  to  attract  new  capital  into  the  industry  to  keep  pace 
with  increasing  demands  for  utility  service.  The  appraiser  must  con- 
sider how  the  prospective  purchaser  of  the  property  would  finance 
the  purchase.  He,  too,  must  keep  in  close  touch  with  the  security 
market  trends.  In  the  final  analysis,  there  is  much  in  common  between 
the  two  approaches. 

Some  students  of  the  subject  insist  that,  for  a  given  class  of  utilities, 
the  same  rate  of  capitalization  should  be  employed.  We  believe  this 
would  be  true  if  all  such  utilities  had  the  same  advantages  in  seeking 
new  capital.  But  this  is  not  true.  Utilities  which  operate  in  sparsely 
settled  areas  or  whose  sources  of  earnings  depend  largely  upon  indus- 
tries sensitive  to  prevailing  economic  conditions,  do  not  fare  so  well 
in  the  security  market  as  utilities  operating  in  densely  populated  areas 
and  whose  earnings  come  from  well-diversified  sources.  In  other  words, 
the  investors  in  utility  securities  obviously  will  favor  the  utilities  with 
more  stable  prospects.  That  being  the  case,  we  believe  the  utility  prop- 
erty appraiser  must  know  the  relative  strengths  and  weaknesses  of  the 
several  utilities  he  is  appraising  and  vary  the  capitalization  rate  accord- 
ing to  his  judgment  as  to  the  marketability  of  the  securities  with  which 
the  prospective  purchaser  will  finance  his  purchase. 

RAILROADS 

Thus  far,  we  have  been  discussing  the  capitalization  rate  for  electric, 
gas  and  telephone  utilities.  The  problem  is  even  more  difficult  in  the 
rail  carrier  field.  So  far  as  we  have  been  able  to  learn,  there  are  few 
if  any  issues  of  new  rail  carrier  common  stock.  In  fact,  in  recent  years, 
most  of  the  new  capital  issued  in  this  field  has  been  for  the  purchase  of 
new  equipment.  Bond  capital  changes  since  World  War  II  have  largely 
consisted  of  refunding  of  old  issues  at  lower  interest  rates.  During  the 
depression  many  rail  carriers  went  through  bankruptcy  proceedings 
and,  in  the  reorganizations  that  followed,  all  stock  equities  were  com- 
pletely wiped  out  and  bondholders  took  new  bonds  of  a  lesser  amount 
plus  equity  capital  in  exchange  for  the  old  bonds.  In  other  words,  the 
capital  structures  of  such  carriers  were  completely  overhauled. 

During  World  War  II,  rail  carriers,  due  to  war  demands  and  se- 
vere restrictions  on  other  forms  of  transportation,  experienced  a  tre- 
mendous surge  in  income.  During  and  following  that  period  many 
managements  drastically  reduced  the  bond  structure  and  thereby  re- 
duced fixed  interest  charges  and  increased  the  strength  of  equity 
capital. 

In  determining  a  capitalization  rate  for  rail  carriers,  we  believe  the 
second  method  outlined  above  is  preferable.  But  the  results  obtained 
by  dividing  income  available  by  market  value  of  securities,  in  our 
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opinion,  should  be  modified  downward  to  some  extent.  Most  rail  car- 
riers, unlike  the  other  utilities,  have  a  low  common  stock  dividend 
payout,  i.e.,  more  than  50  percent  of  earnings  are  retained  in  the 
business.  Furthermore,  the  sales  of  connnon  stock  are  small  compared 
to  the  number  of  shares  outstanding:.  The  market  really  reflects  the 
sales  of  peripheral  shares  which  may  exchange  hands  over  and  over 
again.  What  we  are  attempting  to  say  is  that  the  market  value  of 
common  stock,  as  computed  by  applying  the  sales  prices  of  these  pe- 
ripheral shares  to  total  shares,  does  not  reflect  any  \ii\ue  for  earnings 
retained  in  the  business.  A  statistical  study  published  in  1954  found 
that  rail  carrier  common  stock  investors  give  slightly  more  than  three 
times  the  weight  to  dividends  as  to  retained  earnings  when  the  payout 
is  less  than  67  percent.  Beyond  this  point,  the  market  tends  to  capi- 
talize retained  earnings  and  dividends  at  the  same  rate.^^  The  report 
indicated  that  a  reasonable  rate  of  capitalization  for  railroads  was 
approximately  6  percent.  Prof.  James  Martin  of  Kentucky  made  similar 
studies  using  an  entirely  different  approach  and  the  resnlts  of  his 
studies  indicated  a  rate  of  6.3  percent  for  large  Class  I  carriers.^- 

Chapter  20 
MARKET  VALUE  OF  STOCK  AND  DEBT  AS  AN  EVIDENCE  OF  VALUE 

Every  assessor  is  concerned  with  asset  value  and,  hence,  it  is  entirely 
logical  for  him  to  examine  the  balance  sheet  of  the  corporation  whose 
properties  he  is  appraising.  But  the  asset  side  of  the  balance  sheet 
merely  records  book  costs  of  assets.  Such  costs  may  be  some  indication 
of  value,  but  the  assessor  must  look  behind  these  costs  for  evidences  of 
their  true  worth  in  the  market  place.  One  commonly  accepted  method 
for  achieving  this  is  to  ascertain  the  market  valuation  of  the  several 
classes  of  securities  listed  on  tlie  liability  side  of  the  balance  sheet.  This 
method  of  appraisal  is  called  "Market  Value  of  Stock  and  Debt."  It 
relies  upon  the  familiar  balance  sheet  equation  that  total  assets  equal 
total  liabilities,  or,  to  put  it  another  way,  if  the  appraiser  can  determine 
the  market  value  of  the  liability  side  of  the  balance  sheet  he  has 
achieved  his  goal  of  appraising  the  properties  represented  on  the  asset 
side  of  the  balance  sheet.  At  least  he  has  developed  one  evidence  of  value 
pertaining  to  the  entire  property. 

This  method  also  has  been  given  repeated  sanction  by  the  courts.  The 
following  quotation  is  typical : 

It  is  therefore  obvious,  that,  when  j-ou  have  ascertained  the  cur- 
rent cash  value  of  the  whole  funded  debt,  and  the  current  cash 
value  of  the  entire  number  of  shares,  you  have,  by  the  action  of 
those  who  above  all  others  can  best  estimate  it,  ascertained  the  true 
value  of  the  road,  all  its  property,  its  capital  stock,  and  its  fran- 
chise ;  for  these  are  all  represented  by  the  value  of  its  bonded  debt 
and  of  the  shares  of  its  capital  stock.-^^ 

*i  Chapter  8  Unit  Valuation  Report  published  by  National  Association  of  Tax  Admini- 
strators.  (1954). 

82  "New  Evidence  on  Tax  Valuation  of  Public  Service  Property — Capitalization  of 
Earnings,"  National  Tax  Journal  (December,  1954). 

88  State  Railroad  Tax  Cases,  92  U.  S.  575  (1876). 
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The  Wisconsin  Supreme  Court  pointed  out  tliat  sales  in  the  market 
(of  corporate  stocks  and  bonds)  represented  the  judgment  of  business- 
men who  presumably  had  fair  knowledge  of  the  financial  condition  of 
the  company,  and  in  support  thereof  the  court  quoted  the  following 
with  approval : 

If  the  market  value — i^erhaps  the  closest  approximation  to  the 
true  value  in  money — of  the  corporate  property  as  a  Avhole,  Avere 
inquired  into,  the  market  value  of  the  capital  stock  would  become 
a  controlling  factor  in  fixing  the  value  of  the  property.^^ 

Businessmen  do  not  pay  cash  for  property  in  moonshine  or 
dreamland.  They  buy  and  pay  for  that  which  is  of  value  in  its 
power  to  produce  income,  or  for  purposes  of  sale.^^ 

The  first  step  in  computing  the  market  value  of  stock  and  debt  is  to 
record  the  inventory  of  all  securities  publicly  held,  i.e.,  the  number  of 
shares  of  each  class  of  stock  and  the  par  value  of  each  issue  of  funded 
debt. 

The  next  step  consists  of  applying  market  price  quotations  to  each 
class  of  securities  in  the  inventory  and  adding  the  resulting  products. 
The  sum  represents  the  market  value  of  stocks  and  bonds  before  con- 
sideration of  current  and  deferred  liabilities  which  must  be  included 
in  the  schedule,  as  all  the  assets  on  the  asset  side  of  the  balance  sheet 
are  to  be  appraised. 

Much  controversy  has  arisen  over  the  question  of  what  prices  are  to 
be  applied  to  the  inventory.  Should  it  be  the  prices  of  a  single  day  on 
the  effective  date  of  assessment,  an  average  of  prices  for  a  year,  three 
years  or  for  five  years?  On  this  question  of  using  long-term  averages, 
Carrier  Taxation  has  this  to  say  : 

It  is  commonly  assumed  that  the  reasons  impelling  appraisers  to 
use  an  average  of  earnings  for  several  prior  years  demand  that 
stock  and  bond  values  be  averaged  over  a  similar  period.  But  the 
analogy  is  false.  Earnings  are  averaged  because  the  appraiser  is 
seeking  an  average  of  future  earnings,  and  he  is  obliged  to  assume 
that  there  will  be  good  and  bad  future  years  as  there  have  been 
good  and  bad  past  years.  But  when  using  the  stock  and  bond 
method,  the  assessor's  purpose  is  to  find  the  "true"  value  of  the 
stocks  and  bonds  on  the  assessment  date,  and  an  average  of  quota- 
tions for  a  period  of  several  years  is  not  obviously  superior  to  the 
spot  prices.  An  average  for  a  relatively  short  period,  say  one  or 
two  years,  on  the  other  hand,  tends  to  overcome  the  objection  that 
the  quotations  for  any  one  day  are  established  by  the  trading  of  a 
small  fraction  of  the  outstanding  securities,  and  hence  may  be 
unduly  influenced  by  the  personal  circumstances  of  the  traders  or 
by  the  alleged  vagaries  of  the  market.^*^ 

We  agree  completely  with  these  conclusions.  It  has  been  said  that  the 
prices  paid  by  investors  in  the  utility  enterprise  reflect  their  composite 
judgment  as  to  the  future  potential  of  the  enterprise.  There  is  consid- 
erable merit  in  that  assumption  and  if  it  be  true,  why  go  back  3,  5  or  10 

^*  state  V.  Jones,  51  Ohio  492,   37  N.B.  945. 

''^  Adams  Express  Co.  v.  Ohio,  165  U.  S.  194,  17  S.  Ct.  305,  41L.  Ed.  683. 

88  Carrier  Taxation,  p.  107. 

244 


JOINT  INTERIM   COMMITTEE  ON   ASSESSMENT  PRACTICES  89 

years  to  find  out  wliat  the  investors'  conclusions  were  at  that  time? 
IIoAvever,  becanse  the  stock  exchange  is  a  sensitive  thinjj,  events  wliolly 
unrelated  to  value  may  cause  violent  fluctuations  in  the  market  on  a 
given  day.  Tt  therefore  is  wise  to  employ  a  long  enough  period  of  time 
to  erase  at  least  in  part  much  of  the  extraneous  influences  not  related 
to  value.  We  are  of  the  opinion  tliat  an  average  of  prices  for  one  year 
is  sufficient  for  this  inirpose.  In  otlier  words,  the  appraiser  will  find  that 
a  12-month  moan  of  average  monthly  high  and  Ioav  quotations  will  suffice. 
If  some  securities  have  entered  into  the  inventory  during  the  year,  of 
course,  the  ap])raiser's  prices  will  be  averaged  over  the  remainder  of 
that  year.  Quotations  for  securities  traded  "over  the  counter"  are 
expressed  in  terms  of  bid  and  asked  prices.  Generally  an  average  of 
the  two  will  sui^ce.  If  there  is  any  record  of  actual  sales  of  such  securi- 
ties, such  prices  are  superior  to  bid  and  asked  prices. 

]\Iost  appraisers  use  par  values  for  equipment  obligations  of  rail 
carriers  although  generally  the  market  reports  bid  and  asked  prices 
for  many  of  such  issues.  Their  variation  from  par  is  so  small  that 
the  extra  labor  of  converting  from  par  to  estimated  market  does  not 
appear  justified. 

Frequently  the  stock  of  a  company  is  closely  held  and  there  is  no 
established  market  for  it.  Unles,s  there  is  an  established  market  for  a 
considerable  portion  of  outstanding  securities  it  is  doubtful  whether 
the  stock  and  bond  method  should  be  used  in  such  cases.  In  other  words, 
a  synthetic  market  of  stock  and  debt,  in  our  opinion,  is  not  to  be  given 
much,  if  any,  weight  in  the  appraisal  of  a  utility  enterprise. 

CURRENT   AND    DEFERRED   LIABILITIES 

As  previously  stated,  in  order  to  completely  evaluate  the  asset  side 
of  the  balance  sheet,  consideration  must  be  giA^en  to  current  and 
deferred  liabilities.  Current  liabilities  are  obligations  that  are  expected 
to  mature  wathin  a  year's  time,  and  deferred  liabilities  are  miscella- 
neous obligations  whose  maturity  is  uncertain,  but  beyond  a  year. 
There  are  many  who,  although  conceding  that  the  market  value  of 
stocks  and  bonds  is  a  valuable  evidence  of  value,  hesitate  or  refuse  to 
include  current  liabilities  in  the  computation.  Professor  Bonbright 
comments  on  this  as  follows: 

A  queer  but  persistent  psychological  fallacy,  associated  with 
the  Avell-recognized  failure  of  accounting  novices  to  distinguish 
clearly  between  asset  items  and  liability  items,  probably  explains 
this  tendency  of  assessors  and  courts  to  assume  that,  under  the 
stock  and  bond  method  of  valuation,  current  debts  should  be 
ignored  even  though  funded  debts  are  included.^^ 

It  should  be  remembered  that  the  appraiser  is  valuing  the  assets 
included  on  the  balance  sheet  by  ascertaining  the  market  prices  of 
the  liabilities.  If  any  of  these  liabilities  are  omitted  in  that  process, 
it  should  be  obvious  that  there  Avill  be  an  incomplete  evaluation  of  the 
assets.  It  is  not  enough  to  say  that  the  current  and  deferred  liabilities 
are  offset  by  the  current  and  deferred  assets.  At  least  one  should  start 
with  a  complete  inventory  of  liabilities,  and,  if  the  statutes  of  the 

^T  Op.  cit.,  573-4  (James  C.  Bonbright:  "Valuation  of  Property"). 
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assessor's  state  exempt  any  current  and  deferred  assets  from  taxation 
in  whole  or  in  part,  that  deduction  can  be  made  later. 

Current  and  deferred  liabilities  should  be  entered  into  the  schedule 
of  market  value  of  stock  and  debt,  generally  at  book  figures.  Occasion- 
ally it  may  be  shown  that  a  debasement  should  be  made  if  there  is  a 
probability  that  the  debts  will  be  discounted,  but  this  would  not  be 
done  without  conclusive  proof  thereof  submitted  by  the  taxpayer  corpo- 
ration. 

EXCLUSIONS   FROM   THE   MARKET   VALUE   OF   STOCK   AND   DEBT 

Almost  without  exception,  the  corporation  will  own  assets  which 
are  exempt  from  taxation  or,  if  taxable,  are  not  taxable  as  a  part  of 
the  unit.  One  of  the  most  difficult  tasks  confronting  the  assessor  is 
to  ascertain  the  amount  of  these  deductions.  The  value  of  investment 
securities  having  an  established  market  can  easily  be  determined.  The 
same  is  true  of  current  and  deferred  assets  not  taxable  as  a  part  of 
the  unit,  but  as  "solvent  credits"  under  California  law.  Investment 
securities  with  no  established  market  and  nonoperating  physical  prop- 
erties constitute  a  more  serious  problem.  Pages  42  and  43  of  the  Unit 
Valuation  Report  recommend  to  the  assessor  two  alternative  methods 
for  valuing  these  deductions.  One  method  is  to  separately  appraise 
each  asset  to  be  deducted  and  the  other  is  to  measure  the  influence 
these  nonoperating  assets  have  on  the  market  by  relating  the  income 
therefrom  to  total  income.  The  respective  merits  of  these  two  methods 
need  not  be  explored  in  this  report.  Suffice  it  to  say  that  the  assessor 
must  use  his  best  judgment  in  calculating  the  amount  of  these  deduc- 
tions and  in  doing  so  he  should  consider  both  approaches  to  the  prob- 
lem. Fortunately,  in  most  instances  the  magnitude  of  these  deductions 
is  small  when  compared  to  gross  market  value  of  stock  and  debt. 

The  market  value  of  stock  and  debt  method  is  superior  to  the  income 
capitalization  method  in  one  respect :  Except  for  the  value  of  non- 
operating  deductions,  which  is  a  relatively  minor  part  of  the  process, 
the  method  is  far  more  objective  in  its  approach. 

In  discussing  several  of  the  more  common  evidences  of  enterprise 
value  Bonbright  observes  that: 

If  the  outstanding  securities  of  most  corporations  had  an 
established  market  price,  the  stock-and-bond  method,  despite  its 
shortcomings,  would  perhaps  be  preferable  (to  the  eapitalized- 
realized-earnings  and  depreciated-replacement-cost  or  asset-value 
methods)  because  of  its  ease  of  application.  Unfortunately,  how- 
ever, this  condition  is  not  realized,  with  the  result  that  the  method 
is  inapplicable  except  to  larger  corporations,  and  by  no  means 
invariable  to  them.  Even  so,  it  might  be  applied  to  those  com- 
panies whose  stocks  and  bonds  have  a  quoted  market  price.  But 
the  difficulty  of  avoiding  discrimination  between  assessments 
based  on  this  method  and  assessments  based  on  some  alternative 
method,  while  not  insurmountable,  is  nevertheless  serious. 

A  capitalization  of  recent  annual  earnings,  averaged  over  a 
period  of  3  to  5  years,  and  with  standardized  rates  of  capitaliza- 
tion, is  almost  certainly  the  most  generally  applicable  method.^** 


58 James  C.   Bonbright,   The  Valuation  of  Property    (New  York:   McGraw-Hill,   1937) 
p.  631. 

246 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  91 

In  other  words,  because  the  market  value  of  stock-and-debt  method 
cannot  be  used  in  all  situations,  he  concludes  that  the  capitalization 
method  is  to  be  preferred.  He  admits,  however,  that,  where  it  is  avail- 
able, it  has  certain  advantages  over  other  methods.  It  is  our  opinion 
that  the  appraisal  task  is  so  complicated  that  the  appraiser  should 
avail  himself  of  all  pertinent  value  evidences.  One  value  evidence 
should  not  be  discarded  simply  because  it  cannot  be  employed  in  every 
appraisal. 

Chapter  21 
HISTORICAL  COST  AS  AN  EVIDENCE  OF  VALUE 

Original  cost  is  the  net  investment  in  property  from  the  time  it  was 
first  devoted  to  public  service  to  date.  As  the  term  will  be  used  here,  it 
means  first  cost  plus  additions  and  less  retirements.  The  term  "histor- 
ical cost,"  as  the  name  implies,  means  original  cost  as  above  defined. 
Largely  for  the  reason  that  the  Valuation  Division  uses  the  terminology 
"historical  cost"  rather  than  "original  cost,"  to  avoid  confusion  we 
will  use  the  term  "historical  cost"  in  our  discussions. 

Widespread  carelessness  and  considerable  irregularities  in  property 
accounting  practices  which  came  to  light  in  the  early  1920 's  resulted 
in  the  adoption  of  uniform  accounting  systems  by  most  regulatory  agen- 
cies. In  many  cases,  the  regulatory  body  made  detailed  audits  of  utility 
property  accounts,  often  resulting  in  mandatory  write-offs  of  plants 
considered  to  be  incorrectly  capitalized.  In  1935  the  Federal  Communi- 
cations Commission  prescribed  a  new  accounting  system  for  telephone 
companies.  Shortly  thereafter,  the  National  Association  of  Railroad  and 
Utility  Commissioners  (NARUC)  recommended  for  state  adoption  a 
similar  uniform  system  of  accounting.  In  1936,  the  Federal  Power  Com- 
mission set  up  a  uniform  system  of  accounts  for  electric  utilities  and 
later  on,  also  established  a  system  for  natural  gas  companies.  In  the 
rail  carrier  field,  the  Interstate  Commerce  Commission  follows  the  same 
general  course  of  regulation  of  accounting  practices.  In  some  of  these 
fields,  detailed  manuals  of  instructions  have  been  issued  setting  forth 
the  treatment  of  the  many  accounting  transactions  that  arise  in  the 
utility  business.  The  extensive  policing  of  utility  accounting  obviously 
makes  the  task  of  the  property  tax  appraiser  much  easier.  For  the  most 
part,  he  need  not  spend  much  time  in  auditing  utility  accounts.  That 
job  has  been  done  for  him  by  the  several  regulatory  agencies. 

In  the  electric  utility  accounting  system  prescribed  by  the  Federal 
Power  Commission  and  most  state  regulatory  agencies,  three  account 
classifications  illustrate  the  result  of  careful  policing  of  electric  utility 
accounts.  They  are  as  follows: 

Account  100.1     "Electric  Plant  in  Service" 

Account  100.5     "Electric  Plant  Acquisition  Adjustments" 

Account  107.0     "Electric  Plant  Adjustments" 

Account  100.1,  "Electric  Plant  in  Service,"  when  depreciated,  be- 
comes the  base  used  to  measure  the  maximum  of  rates  to  be  charged 
consumers  when  a  rate  of  return  is  applied  to  such  base.  It  should  be 
again  noted  that  the  regulatory  commission  does  not  guarantee  a  rate 
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of  return  to  the  utility.  Rather,  it  places  a  ceiling  on  the  amount  which 
the  utility  may  earn  if  it  can. 

In  Account  100.5,  "Electric  Plant  Acquisition  Adjustments,"  the 
utility  is  required  to  record  excess  costs  on  the  books  over  the  costs 
to  the  owner  who  first  placed  the  property  in  service.  Generally,  the 
regulatory  agency  permits  the  amortization  of  the  costs  charged  to  this 
account  as  operating  expenses  over  a  period  of  years.  Differences  in 
costs  which  the  regulatory  agency  considers  as  improper  writeups  are 
temporarily  charged  to  Account  107.0,  "Electric  Plant  Adjustments," 
and  later  on  such  costs  are  charged  off  to  surplus.  In  the  gas  and  tele- 
phone industries  similar  regulations  prevail. 

We  are  not  here  concerned  with  the  reasons  why  the  regulatory  agen- 
cies use  depreciated  plant  in  service  (Account  100.1)  as  a  rate  base,  but 
rather  with  its  relevance  as  an  evidence  of  market  value.  The  tax 
assessor  uses  cost  as  an  evidence  of  market  value  because  it  represents 
management's  judgment  as  to  the  worth  of  the  property  at  the  time 
the  investment  is  made.  As  time  passes,  such  cost  may  lose  much  of  its 
relevance  unless  its  productivity  should  demonstrate  the  wisdom  of 
management's  judgment  in  acquiring  or  constructing  the  property 
which  created  such  cost. 

In  the  electric  utility,  gas  utility  and  telephone  utility  industries,  it 
is  our  opinion  that  depreciated  historical  cost  is  an  important  evidence 
of  value  for  the  following  reasons : 

1.  It  is  the  property  base  upon  which  the  utility  is  permitted  to  earn 
a  reasonable  return. 

2.  If  a  utility  property  is  sold,  the  buyer  is  required  by  the  regula- 
tory agency  to  record  on  his  books  the  "Historical  Cost  New"  and 
the  related  "Reserve  for  Depreciation"  of  the  selling  utility.  As 
stated  previously,  any  excess  over  such  net  cost  must  be  charged 
to  Account  100.5. 

3.  As  a  result  of  the  rule  in  Item  2,  there  has  been  a  tendency  for  the 
price  at  which  utility  properties  have  been  sold  not  to  be  greatly 
less  or  in  excess  of  depreciated  historical  costs.  We  personally 
know  of  several  such  cases  where  the  sales  price  coincided  with 
depreciated  historical  cost.  (See  Chapter  11.) 

In  the  case  of  rail  carriers,  original  cost  or  historical  cost  has  a 
meaning  different  in  concept  from  that  previously  described.  When  the 
Valuation  Act  of  March  1,  1913,  was  enacted  by  Congress  the  Inter- 
state Commerce  Commission  was  directed  to  report,  among  other 
things,  the  original  cost  to  date  of  each  item  of  rail  carrier  property 
devoted  to  rail  carrier  transportation  service.  In  most  instances,  the 
I.  C.  C.  found  that  the  accounting  records  of  rail  carriers  were  such  that 
such  costs  could  not  be  accurately  determined  for  periods  prior  to  1914. 
As  a  consequence,  the  detailed  inventory  of  units  of  property  were 
priced  at  an  average  of  1910-1914  prices  except  in  such  instances  where 
the  accuracy  of  recorded  costs  could  be  justified.  The  results  after  such 
pricing  were  termed  "original  costs."  However,  land  was  not  included 
therein.  A  separate  land  department  made  appraisals  of  all  parcels  of 
land,  the  standard  being  the  value  of  surrounding  land. 


248 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  93 

Even  though  the  so-called  "original  cost"  as  developed  by  the 
I.  C.  C.  may  have  been  a  fair  reflection  of  prudent  investment  by  rail 
carrier  management  at  the  turn  of  the  century,  much  has  transpired 
since  that  time.  At  the  time  the  original  valuation  was  made  by  the 
I.  C.  C,  rail  carriers  were  definitely  monopolistic.  Today  they  have  lost 
most  of  such  characteristics.  Not  only  have  they  lost  a  large  amount  of 
business  to  competitive  forms  of  transportation,  but  the  economics  of 
survival  have  caused  intense  competition  among  the  several  rail  car- 
riers operating  in  the  same  general  area. 

As  a  result,  original  cost  for  rail  carriers  has  lost  any  relevance  it 
may  have  had  as  to  present-day  market  value.  As  will  be  pointed  out 
later,  such  costs  have  little  or  no  bearing  on  the  process  of  present-day 
rate  making. 

To  summarize,  historical  cost  is  a  good  evidence  of  value  in  the  ap- 
praisal of  electric,  gas  and  telephone  utility  properties.  It  has  no 
relevance  whatever  in  the  appraisal  of  rail  carrier  properties. 

Chapter  22 
REPRODUCTION  COST  AS  AN  EVIDENCE  OF  VALUE 

If  one  were  to  apply  current  prices  to  all  the  items  that  make  up  a 
given  property,  the  sum  of  these  products  would  be  known  as  reproduc- 
tion cost  new.  If  a  new  modern  and  similar  type  of  property  were  to 
be  substituted  for  an  existing  plant,  its  cost  would  be  known  as  re- 
placement cost.  The  ensuing  discussion  will  be  confined  to  repro- 
duction cost  new  (RON)  and  to  reproduction  cost  new  less  depreciation 
(RCNLD). 

When  a  deduction  is  made  from  reproduction  cost  new  to  represent 
physical  deterioration,  the  result  is  known  as  cost  of  reproduction 
new  less  depreciation.  Such  a  concept  never  in  fact  is  realized.  It 
would  be  impossible  to  reproduce  the  units  in  a  given  property  at  pres- 
ent-day prices  and  have  a  property  whose  physical  condition  was  any- 
thing but  new  and  undepreciated.  The  only  difference  between  de- 
preciated cost  of  reproduction  and  depreciated  historical  cost  is  the 
difference  in  level  of  costs  at  which  the  several  components  are  priced. 
However,  depreciated  historical  cost  in  the  utility  field,  is  factual,  i.  e., 
it  is  a  recorded  fact  on  the  balance  sheet  of  a  regulated  utility.  De- 
preciated cost  of  reproduction,  on  the  other  hand,  is  a  synthetic  thing. 
It  does  not  appear  on  the  balance  sheet.  It  must  be  built  up  by 
trending  known  costs  upward  or  downward  depending  upon  whether 
present-day  costs  of  construction  are  greater  or  less  than  those  exist- 
ing at  the  time  the  property  was  placed  in  service. 

Depreciated  cost  of  reproduction  is  a  good  evidence  of  value  in  a 
competitive  economy,  i.e.,  in  respect  to  the  assets  of  a  firm  which  is 
actively  investing  and  reinvesting  in  its  plant  and  equipment  and  car- 
ries on  its  operation  in  a  competitive  setting.  Should  the  owner  of  such 
a  plant  desire  to  sell  it,  he  is  free  to  do  so  without  consent  of  any 
regulatory  agency.  A  prospective  buyer  likewise  may  act  without  re- 
straint from  regulation.  Furthermore,  if  the  asking  price  for  the  prop- 
erty exceeds  the  cost  of  constructing  a  plant  capable  of  performing  the 
same  service,  the  prospective  buyer  is  free  to  build  one  in  competition 
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with  the  existing  plant.  In  other  words,  no  regulatory  agency  tells 
him  that  he  cannot  enter  into  competition  with  the  present  owner. 
True,  if  the  asking  price  is  within  reason,  the  prospective  purchaser 
probably  Avonld  prefer  to  remove  such  competition  by  buying  the 
existing  plant.  The  point  is,  he  generally  has  a  freedom  of  choice. 
The  prospective  purchaser  of  a  utility  plant  has  no  such  choice. 
In  the  utility  field  the  present  owner  is  protected  from  competition. 
The  only  way  that  the  prospective  buyer  can  enter  the  utility  field 
in  that  area  is  to  acquire  the  existing  property  and  its  attendant 
franchises. 

One  of  the  very  important  influences  that  establishes  the  market 
value  of  residential  property  is  the  present-day  costs  of  construction. 
True,  other  considerations  enter  into  the  market  such  as  location  and 
the  like,  but  the  prospective  buyer  will  surely  envision  what  it  would 
cost  him  to  duplicate  the  house  he  is  contemplating  buying.  He,  too, 
generally  has  a  freedom  of  choice.  We  repeat — depreciated  cost  of 
reproduction  is  a  good  evidence  of  value  in  the  nonutility  field. 

As  indicated  above,  the  prospective  purchaser  of  a  utility  property 
has  no  such  choice  of  action.  He  is  prevented  by  regulation  from 
building  a  competing  utility  plant.  The  only  way  he  can  enter  the 
utility  field  in  a  given  area  is  to  acquire  an  existing  plant.  This  fact, 
in  itself,  causes  reproduction  cost  to  lose  relevance  as  an  evidence  of 
market  value. 

As  previously  stated,  in  the  electric,  gas,  telephone  and  water  indus- 
tries, where  strict  regulation  prevails,  rates  of  service  are  prescribed 
based  upon  what  is  considered  to  be  a  reasonable  return  on  depreciated 
historical  cost.  The  regulatory  authorities  will  not  permit  the  utilities 
to  charge  their  customers  rates  that  would  give  the  utility  owners  a 
rate  on  costs,  not  incurred,  but  arising  out  of  inflationary  causes. 

As  stated  previously,  the  prices  established  by  occasional  sales  of 
utility  property  tend  to  hover  around  the  rate  base.  If  the  buyer  pays 
much  more  than  the  rate  base,  the  excess  purchase  price  must  be  ab- 
sorbed by  the  common  stockholders.  It  is  improbable  that  the  purchase 
price  under  present  economic  conditions  would  ever  approach  depre- 
ciated cost  of  reproduction. 

It  is  a  well-known  fact  that,  during  the  period  of  the  Great  Depres- 
sion, reproduction  costs  fell  below  historical  costs.  But  in  that  period, 
the  regulatory  commissions  continued  to  base  rates  upon  historical 
cost.  For  reasons  above  stated,  when  these  conditions  prevailed,  in  our 
opinion,  the  market  value  of  utility  properties  was  greater  than  depre- 
ciated reproduction  costs.  In  other  words,  we  do  not  hold  with  some 
who  insist  that  depreciated  cost  of  reproduction  constitutes  a  ceiling 
beyond  which  utility  valuation  should  not  go.  Having  been  in  the 
utility  appraisal  field  before  the  depression,  during  that  period  and 
following  it,  we  know  that  the  trend  of  market  values  of  nonutility  and 
utility  properties  were  radically  different.  The  trend  of  the  market 
value  of  nonutility  properties  rose  rapidly  from  the  turn  of  the  cen- 
tury to  the  1929  collapse,  then  fell  even  more  rapidly  in  the  1930 's. 
About  the  time  of  our  entry  into  World  War  II  the  trend  started 
upward  again,  and  with  inflationary  influences  rampant  at  the  close 
of  the  war  the  rise  was  accelerated. 
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In  the  utility  field,  although  the  trends  in  general  were  in  the  same 
direction  as  in  the  nonutility  field,  the  di])s  or  drops  were  relatively  far 
less  abrupt.  In  fact,  by  comparison,  the  trend  was  not  far  from  the 
horizontal.  This  was  as  it  should  be.  All  through  those  periods  utility 
rates  were  based  upon  historical  costs  which  did  not  fluctuate  like  current 
reproduction  costs.  True,  demand  for  services  decreased  in  the  depres- 
sion, but  so  did  operating  expenses.  In  short,  utility  owners  did  not 
suffer  from  loss  of  net  income  to  the  extent  that  nonutility  owners 
suffered. 

In  the  appraisal  of  properties  of  electric,  gas,  telephone  and  water 
utilities  we  are  convinced  that  depreciated  cost  of  reproduction  is  a 
poor  evidence  of  value.  It  is  true  that  the  record  shows  that,  when 
segments  of  an  integrated  utility  property  are  condemned  under  the 
provisions  of  eminent  domain,  the  California  Public  Utilities  Commis- 
sion gives  consideration  to  depreciated  reproduction  cost  in  fixing  the 
price  at  which  the  segment  shall  be  divorced  from  the  remainder  of 
the  utility  property.  But  we  would  call  attention  to  the  fact  that  the 
price  fixed  does  not  meet  the  requirements  of  a  normal  sales  price. 
First  of  all,  there  is  no  willing  seller,  otherwise  eminent  domain  would 
not  prevail.  Secondly,  even  if  it  did  qualify  in  this  respect,  the  prop- 
erty taken  is  generally  only  a  segment  of  an  integrated  property. 
Standing  alone,  it  loses  much  of  the  value  it  possessed  as  a  part  of 
the  unit.  The  condemnation  price  recognizes  severance  loss  to  the 
owner.  We  submit  that  it  does  not  qualify  as  a  sales  price. 

In  the  rail  carrier  field  of  appraisal  there  is  considerable  controversy 
as  to  the  pertinence  of  depreciated  cost  of  reproduction  as  an  evidence 
of  value.  As  will  be  revealed  later,  many  states  use  it  and  some  give  it 
equal  consideration  with  the  other  value  evidences. 

We  have  previously  referred  to  the  1913  Valuation  Act  which  re- 
quired the  Interstate  Commerce  Commission  to  inventory  rail  carrier 
properties  and  to  establish  the  original  cost  thereof.  The  same  act  re- 
quired the  I.  C.  C.  to  find  cost  of  reproduction  new  and  cost  of  repro- 
duction less  depreciation  of  properties  used  in  transportation  service 
by  each  of  the  several  rail  carriers.  Values  of  land  were  separately 
found  and  these  values  were  not  included  in  reproduction  costs. 

In  its  many  cost  ledgers  the  Bureau  of  Valuation  records  all  rail 
carrier  properties  at  the  so-called  "1910-1914  prices."  Whenever  it  is 
called  upon  to  construct  a  reproduction  cost  study,  these  "1910-1914" 
costs  are  trended  upward  by  the  application  of  price  multipliers  at 
so-called  "period  prices"  which  are  approximately  20-25  percent  less 
than  current  costs.  In  the  inventory  of  roadway  and  structures  the 
records  are  kept  by  valuation  sections  which  cut  off  at  state  boundaries. 
Equipment  reproduction  costs  are  computed  on  a  system  basis.  The 
carriers  are  required  to  report  additions  and  retirements  annualLi^  and 
these  are  trended  back  to  "1910-1914"  prices  before  being  recorded  in 
the  inventory  ledgers. 

Ratemaking  for  rail  carriers  is  different  from  that  for  the  other 
utilities.  The  Public  Utilities  Commission  deals  individually  with 
each  electric,  gas,  telephone  and  water  company  in  rate  matters,  but 
the  ICC's  ratemaking  for  rail  carriers  is  for  all  rail  carriers  in  a 
given  region.  When  a  rate  hearing  is  to  be  heard,  one  of  the  regular 
exhibits  filed  in  the  ease  is  a  statement  showing  reproduction  cost  new, 
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reproduction  cost  new  less  depreciation,  original  costs,  value  of  land 
and  essential  working  capital  for  all  Class  I  carriers  in  the  United 
States.  The  extent  these  reproduction  costs  enter  into  the  determina- 
tion of  rates  is  problematical.  In  fact,  the  economics  of  the  rail  carrier 
industry  today  makes  it  apparent  that  rates  based  on  a  reasonable 
return  on  any  cost  concept  would  be  highly  theoretical  and  therefore 
useless.  Rail  carriers  since  the  early  1920 's  have  lost  much  of  their 
monopolistic  characteristics.  The  advent  of  the  private  automobile, 
the  development  of  high  speed  highways,  and  the  growth  of  the  truck- 
ing industry,  bus  transportation  companies,  inland  waterway's,  oil 
pipe  lines  and  air  carriers,  have  all  taken  a  substantial  portion  of 
the  available  transportation  (freight  and  passenger  business)  formerly 
held  exclusively  by  the  rail  carriers.  So  serious  is  the  struggle  for 
survival  that  there  is  extreme  competition  among  the  rail  carriers  them- 
selves for  the  business  that  goes  by  rail.  The  erosion  of  business  largely 
caused  by  competitive  forms  of  transportation  has  made  much  of  the 
rail  carrier  plant  obsolete.  Particularly  is  this  true  of  branch  lines 
which  formerly  were  important  feeders  to  the  major  trunk  lines.  Much 
of  the  present  roadway  and  structures,  especially  unproductive  branch 
lines  and  overbuilt  terminals,  would  not  be  rebuilt  today  if  suddenly 
destroyed.  Both  the  ICC  and  the  state  regulatory  agencies  are  fre- 
quently confronted  with  applications  for  abandonment.  Much  mileage 
has  been  abandoned  and  passenger  trains  discontinued,  but  not  nearly 
as  much  as  the  carriers  would  like,  judging  by  rejections  of  many 
abandonment  pleas. 

As  stated  above,  in  the  rail  carrier  industry  today  the  determina- 
tion of  a  fair  rate  of  return  on  any  cost  concept  would  be  wholly 
theoretical.  Few  carriers  are  earning  what  could  be  called  a  reasonable 
return  on  investment  cost  and  the  picture  would  be  worse  if  reproduc- 
tion costs  were  the  rate  base.  It  is  not  a  question  of  a  fair  return  on 
any  sort  of  a  cost  concept,  but  rather  the  fixing  of  prices  in  a  com- 
petitive field.  Such  prices  are  limited  primarily  by  what  the  traffic 
will  bear. 

Most  authorities  will  agree  that  there  is  a  large  amount  of  obsolescence 
in  rail  carrier  property.  Although  the  Bureau  of  Valuation  of  the 
Interstate  Commerce  Commission  has  claimed  that  its  deduction  for 
depreciation  took  into  consideration  obsolescence  there  is  abundant 
evidence  that  its  deduction  did  not  recognize  economic  obsolescence. 
Conceding,  for  the  moment,  that  reproduction  cost  has  any  relevance 
in  the  determination  of  market  value,  it  should  be  obvious  to  any 
assessor  who  uses  this  cost  concept  as  an  evidence  of  value  that 
such  evidence  is  lacking  in  persuasiveness  unless  the  assessor  is  able  to 
adjust  the  figure  downward  to  remove  an  estimated  amount  thereof  for 
obsolescence.  The  difficulty  is  that  there  is  no  known  method  of  com- 
puting obsolescence  deductions.  The  State  of  Michigan  attempts  to  do 
this  on  a  state  basis  only.  It  has  adopted  a  formula  under  which  valua- 
tion sections  with  a  traffic  density  of  less  than  500,000  net  ton-miles  per 
mile  of  road  are  assigned  a  scrap  value.  The  information  relative  to 
traffic  density  is  obtained  from  traffic  density  maps  published  by  H.  H. 
Copeland  and  Son  of  New  York  City.  But  the  Michigan  plan  apparently 
does  not  reflect  large  amounts  of  obsolescence  in  equipment  and  in 
terminal  facilities.  Furthermore,  since  it  is  compiled  on  a  state  basis 
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whereas  the  earnings  and  stock  and  debt  evidences  are  on  a  system 
basis,  the  cost  evidence  in  reality  violates  the  unit  rnle.  Wisconsin  has 
made  an  attempt  to  remove  obsolescence  on  a  system  basis  by  selecting 
some  carriers  with  excellent  earnings  records  as  a  standard,  with 
earnings  averaged  over  a  long  period  of  time  and  related  to  the 
depreciated  reproduction  cost  of  each  carrier  to  ascertain  the  average 
return  on  such  costs,  and  then  comparing  the  standard  results  with 
those  of  the  Wisconsin  carriers.  In  addition,  the  records  of  the  stand- 
ard carriers  made  as  to  several  well-recognized  tests  of  operating  effi- 
ciency are  compared  to  the  same  tests  for  carriers  operating  in  Wis- 
consin. The  earnings  test  and  the  efficiency  tests  are  then  averaged 
to  determine  how  the  Wisconsin  carriers  measure  up  to  the  standard. 
It  is  recognized  that  obsolescence  in  rail  carrier  property  would  exist 
even  for  the  carriers  selected  as  a  standard  and  hence  the  resulting 
ratios  are  debased  approximately  15-20  percent.  The  adjustments  for 
each  of  the  Wisconsin  carriers  drastically  reduce  the  reported  depre- 
ciated cost  of  reproduction  figures,  although  the  debased  figures  are 
somewhat  higher  than  the  system  results  obtained  by  capitalizing  net 
railway  operating  income  and  by  the  use  of  net  market  value  of  stock 
and  debt.  When  averaged  with  these  two  evidences  of  value,  it  has  a 
tendency  to  stabilize  railroad  assessments  and  prevent  violent  fluctua- 
tions from  year  to  year.  Even  with  this  type  of  adjustment,  the  Wis- 
consin authorities  recognize  that  it  is  far  inferior  as  a  valid  evidence 
of  value  than  the  other  two  evidences. 

We  have  stated  previously  that  a  number  of  states  employ  reproduc- 
tion costs  as  an  evidence  of  value  in  the  assessments  of  railroads.  In 
our  opinion  it  is  unfortunate  that  some  of  them  give  it  equal  weight 
with  the  other  two  evidences.  The  answer  obviously  is  an  excellent  illus- 
tration of  the  old  adage  ' '  one  horse,  two  rabbits. ' ' 

In  answer  to  the  statement  that  much  of  rail  carrier  property  would 
not  be  reproduced  if  suddenly  destroyed  some  authorities  point  out  that 
rail  properties  are  continually  being  replaced.  Unprofitable  branch  lines 
have  been  abandoned  and  much  of  the  obsolete  equipment  has  been 
replaced  by  technically  superior  units.  They  further  point  out  that  the 
railroad  industry,  while  not  an  example  of  pure  competition,  has  many 
of  the  characteristics  of  competitive  enterprise.  Admitting  that  rail- 
roads are  never  fully  reproduced  at  any  one  time,  they  point  out  that 
there  is  continuous  replacement  of  segments  of  the  carrier  investment 
and  that  such  replacement  would  not  have  occurred  if  there  had  not 
been  reason  to  expect  it  to  justify  itself.  Hence,  it  must  be  worth  its 
cost.  The  railroads,  on  the  other  hand,  will  point  out  that  it  is  neces- 
sary to  make  these  investments  in  order  to  save  what  business  is  left 
to  them. 

For  those  states  that  have  been  relying  on  the  I.  C.  C.'s  Bureau  of 
Valuation  for  cost  of  reproduction  figures  for  rail  carrier  property, 
there  is  the  disturbing  fact  that,  due  to  a  severe  slash  in  the  Inter- 
state Commerce  Commission's  budget,  the  Bureau  of  Valuation  has 
been  merged  with  the  Bureau  of  Accounts  and  the  staff  of  the  Bureau 
of  Accounts  has  been  drastically  reduced  with  the  result  that  the  data 
being  processed  at  the  present  time  cannot  be  considered  as  authentic 
as  it  was  a  decade  ago. 
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To  summarize,  in  our  opinion  reproduction  costs  have  no  relevance 
in  the  value  determinatons  for  electric,  gas,  telephone  and  water  com- 
panies. For  the  rail  carrier  industry  its  pertinence  is  remotely  con- 
nected with  the  ratemaking  philosophy  of  the  I.  C.  C.  and  the  weight 
one  might  give  to  the  discussion  immediately  preceding.  The  assessor 
should  always  keep  in  mind  that  costs  as  such  are  not  value.  In  the 
final  determination  of  unitary  value  it  is  our  belief  that  reproduction 
costs  should  play  a  very  minor  role. 

Chapter  23 

THE  DETERMINATION  OF  THE  UNITARY  VALUATION-RESOLVING 
THE  EVIDENCES  OF  VALUE 

In  our  previous  discussions  we  have  used  the  terms  ' '  appraiser ' '  and 
"assessor"  more  or  less  interchangeably.  The  assessor  is  of  course  an 
appraiser,  but,  as  we  will  now  use  the  term,  it  implies  the  performance 
of  statutory  duties  beyond  the  appraisal  function.  An  assessment  as 
tised  in  the  statutes  means  a  value  or  segment  of  value  which  is  entered 
upon  an  official  tax  roll.  In  the  case  of  interstate  utility  properties  the 
state  assessor  must  find  a  unit  value  of  the  system  property  wherever 
located  and  thereafter  allocate  to  his  state,  by  well  recognized  interstate 
allocation  factors,  a  portion  of  that  system-determined  value.  Having 
done  this,  in  most  states  he  will  allocate  the  state-determined  value  to 
the  minor  subdivisions  of  state  government  for  the  imposition  of  local 
tax  rates.  Generally  he  will  apply  an  equalization  factor  in  an  endeavor 
to  spread  the  allocated  state  value  determination  so  that  the  equalized 
allocated  segments,  when  related  to  market  value,  are  comparable  to 
locally  assessed  properties.  For  intrastate  utilities  the  procedure  is  the 
same,  excepting  that  there  is  no  problem  of  interstate  allocation. 

In  practice  there  is  another  difference  between  the  professional  ap- 
praiser and  the  assessor.  Generally  the  former  values  a  given  property 
for  some  specific  purpose,  but  the  task  will  not  be  repeated  for  that 
particular  property,  whereas  the  assessor  is  required  in  most  instances 
to  make  a  determination  annually.^^  The  assessor  is  in  a  preferred  po- 
sition in  this  respect.  If  both  use  the  income  approach  to  value  as  one 
test,  judgment  must  be  exercised  as  to  future  income  trends,  but  subse- 
quent developments  may  prove  that  they  were  too  cautious  or  too  op- 
timistic. The  assessor  can  take  these  developments  into  account  in  the 
next  assessment.  In  other  words  he  has  an  opportunity  in  subsequent 
years  to  correct  any  errors  of  judgment.  The  consequences  of  misjudg- 
ing the  future  will  not  ordinarily  be  as  great  in  tax  assessing  as  in 
private  appraising  because  only  one  year's  tax  ordinarily  hinges  on 
any  one  of  the  assessor's  appraisals. 

This  report  has  discussed  in  some  detail  the  several  direct  evidences 
of  value  available  to  the  assessor  as  a  substitute  for  the  best  evidence, 
i.e.,  recent  sales  prices  for  the  property  being  appraised  or  for  compara- 
ble properties.  His  most  difficult  task  is  to  weigh  the  pertinency  of 

89  In  North  Carolina  the  state  assessing  agency  makes  this  determination  quadrenni- 
ally. In  Vermont,  the  Commissioner  of  Taxes  appraises  railroad  property  for  ad 
valorem  purposes  in  every  even-numbered  year. 
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such  evidences  and  to  make  an  objective  analysis  of  each.  The  problem 
is  particularly  difficult  if  the  several  indices  of  value  vary  widely. 

Unfortunately,  there  is  a  persistent,  but  erroneous,  belief  that  the 
determination  of  value  for  an  integrated  utility  property  can  be  de- 
termined by  the  application  of  some  mysterious  formula.  Several  years 
ago  in  a  railroad  litigation  in  one  of  our  states  we  were  in  the  witness 
chair  endeavoring  to  present  to  the  court  evidences  of  system  value  when 
the  Court  broke  in  with  the  remark,  "I  wish  somebody  would  invent 
a  formula  for  assessing  railroads  that  an  ordinary  lawyer  like  myself 
could  understand."  In  reply,  we  endeavored  to  explain  that  in  the  de- 
termination of  value  of  a  complex  property  such  as  a  railroad  a  fixed 
formula  was  not  possible.  The  conditions  under  which  the  railroad  op- 
erated, the  territory  it  served  and  a  myriad  other  considerations  were 
such  that  if  the  assessor  held  strictly  to  a  formula  he  would  be  likely 
to  discriminate  among  carriers.  If  the  determination  of  the  value  of 
utility  properties  could  be  fixed  by  a  mechanical  formula  the  task  could 
well  be  assigned  to  a  statistical  clerk.  Obviously  no  reasonable  person 
would  agree  to  that  conclusion. 

In  a  state  with  wliich  we  are  well  acquainted  the  statutes  for  the 
assessment  of  utility  property  begins  with  these  words : 

The  department,  according  to  its  best  knowledge  and  judgment, 
shall  ascertain  and  determine  the  full  market  value  of  the  prop- 
erty .  .  . 

Even  though  the  statutes  of  other  states  are  not  so  explicit,  their  assess- 
ment practices  and  their  court  pronouncements  are  in  agreement  with 
the  above  statement.  In  other  words,  in  the  assessment  field,  whether 
it  be  general  property  or  utility  property,  no  state,  so  far  as  we  know, 
wishes  to  deny  the  assessing  official  the  element  of  judgment  in  his  final 
determination.  Of  course  judgment,  to  be  really  worth  the  name,  must 
be  informed,  otherwise  it  is  nothing  more  than  a  guess.  The  tools  with 
which  an  assessor  works  (the  value  evidences)  are  not  sufficiently  error- 
proof  to  warrant  implicit  reliance  on  any  mathematical  averages  of 
value  evidences.  If  the  assessor  has  fulfilled  his  duty  he  will  have  forti- 
fied himself  with  abundant  interpretive  data  to  give  substance  to  his 
judgment. 

It  should  be  noted  here  that  in  the  field  of  local  assessments,  the 
assessor  is  confronted  with  the  task  of  assessing  many  types  of  property. 
It  is  well  known  in  the  appraisal  field  that  he  cannot  employ  identical 
methods  to  each  type  of  property.  Neither  does  he  use  a  rigid  formula 
in  making  his  value  determinations.  The  statutes  of  "his  state  and  the 
decisions  of  the  courts  wisely  have  given  him  the  exercise  of  judgment, 
but,  as  in  the  case  of  utility  appraisals,  his  judgment  too  should  be 
fortified  with  abundant  interpretive  data. 

It  should  not  be  inferred  from  the  foregoing  that  we  believe  that 
formulae  should  never  be  used.  On  the  contrary,  we  are  convinced  that 
the  assessor  cannot  do  his  job  effectively  unless  he  uses  some  formulaic 
approach  to  assist  him  in  crystalizing  judgment.  The  late  Thomas  S, 
Adams,  a  noted  economist  and  appraiser  of  utility  properties,  phrased 
it  in  these  words : 

A  method  of  valuation  taking  the  various  factors  into  account  in 
a  rigid  mechanical  way  should  be  used  as  a  datum  line  or  point  of 
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Depreciated  reproduction  cost  is  used  to  measure  both  functions.  These 
three  factors  are  weighted  in  accordance  with  the  operating-  character- 
istics of  the  given  carrier.  The  weightings  ordinarily  will  range  about 
as  follows:  45  percent  for  the  property  factor,  35  percent  for  the  line- 
haul  factor  and  20  percent  for  the  terminal  factor,  although  these 
weightings  will  vary  for  the  several  carriers. 

The  railroad  characteristics  of  a  given  carrier  in  some  states  are  pre- 
dominantly line-haul.  These  states  are  known  as  "bridge"  states.  The 
fact  that,  before  the  National  Association  of  Tax  Administrators 
adopted  the  formula,  these  states  had  been  using  allocation  factors 
which  for  the  most  part  failed  to  recognize  the  terminal  characteristics 
of  the  railroad  caused  the  bridge  states  to  resist  the  use  of  the  formula 
because  its  use  would  give  them  a  smaller  percentage  of  total  system 
value.  Other  states  that  use  the  formula  actually  get  a  smaller  per- 
centage for  some  railroads  which  are  predominantly  line-haul  in  those 
states,  and  higher  for  other  carriers  where  the  terminal  characteristics 
within  those  states  are  important.  The  fact  that  there  is  no  uniformity 
of  allocation  procedure  naturally  results  in  an  allocation  in  excess  of 
100  percent  of  rail  carrier  value.  There  does  not  appear  to  be  any  solu- 
tion of  the  problem  so  long  as  states  adhere  to  self-interest  and  refuse 
to  recognize  realities.  To  our  knowledge  Alabama,  California,  Oregon, 
Washington  and  Wisconsin  are  the  only  states  now  using  the  N.  A.  T.  A. 
allocation  formula. 

In  the  interstate  allocation  of  other  utility  property  the  allocation 
factors  are  fewer  in  number.  The  percent  of  cost,  operating  revenue, 
generating  statistics,  and  the  like  are  commonly  used.  In  the  case  of 
strictly  regulated  utilities  such  as  electric,  gas  and  telephone  utilities, 
due  to  the  fact  that  utility  earnings  are  limited  to  a  given  percent  of 
depreciated  original  costs,  we  are  of  the  opinion  that  the  most  important 
measure  of  value  as  between  states  is  the  amount  of  property  employed 
in  each  state. 

At  the  present  time  an  interstate  allocation  committee  of  the  Western 
Association  of  Tax  Administrators  is  conducting  studies  looking  for- 
ward to  a  reasonable  method  of  allocation  that  can  be  accepted  by  the 
states  involved.  In  our  opinion,  such  interstate  co-operative  efforts  are 
very  worthwhile  and  should  result  not  only  in  better  allocation  pro- 
cedures, but  in  improved  appraisal  procedures  as  well. 
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APPENDIX    1 

SUMMARY  OF  MARKET  VALUES  OF  STATE  ASSESSED  PROPERTY 

BY  TYPES  OF  PROPERTY 

ASSESSMENT  YEAR   1957 

Per- 

No.  cent 

of  of 

COS.     Class  of  properly  Operating  *  Leased     Nonoperating  Total  Total 

33     Gas  and  electric 

companies    $3,498,176,000  $1,470,600     $15,141,680  $3,514,788,340     56.6 

Percent    99.53  0.04  0.43  100.00 

59     Telephone  and  telegraph 

companies    1,764,957,340  15,815,360  807,470  1,781,580,170     28.7 

Percent    99.07  0.89  0.04  100.00 

27     Intercounty  pipeline 

companies    68,638,530  __  __  68,638,530       1.1 

Percent    100.00  __  __  100.00 

4     Car  companies  9,732,080  35,000  57,550  9,824,630       0.2 

Percent    99.06  0.36  0.58  100.00 

7     Express   companies   __  3,877,610  394,020  14,510  4,28(;,140       0.1 

Percent   90.47  9.19  0.34  100.00 

39     Railroad  companies  __  634,238,250  2,693,160     190,066,120  826,997,-530     13.3 

Percent   76.69  0.33  22.98  100.00 

169         Totals    $5,979,619,810  $20,408,200  $206,087,330  $6,206,115,340  100.0 

Percent    96.35  0.33  3.32  100.00 

♦  Includes  cash  and  appraised  value  of  vessels. 
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APPENDIX   2 

PACIFIC   GAS  AND   ELECTRIC   COMPANY 

1957  APPRAISAL  OF  OPERATING  PROPERTY 

Indication  of  Market  Value  Derived 

From  Caoitalized  Earnings:  i.9J^  1U')5  J956 

1.  Net  operating-  revenue $83,456,372  $94,082,034  $99,831,343 

Adjustment  for  Plant   Growth: 

2.  Depreciated  historical  cost 1,636,186,733  1,724,078,312  1,821,519,690 

3.  Ratio  1956  HCLD  to  prior  years _.._  111.327  105.652  100.000 

4.  Adjusted  net  operating  revenue 92,909,475  99,399,551  99,831,343 

5.  Three-year  average 97,380,123 

6.  Three-vear   adjusted  net  capitalized 

@  5.5  percent 1,770,547,690 

7.  Adjustment  to  remove  motor  vehicle 
equipment  98.77   percent    (Appendix 

2A)    1,748,769,953 

Indication  of  Market  Value  Derived  From 
Market  Value  of  Stock  and  Debt: 

8.  1956  Market  Value: 

Common   stock $860,189,266 

9.  Preferred  stock 40T.79S,564 

10.  Funded  debt   776,20S,;',23 

11.  Current  liabilities  @  book  value 151,550,119 


12.  Total    $2,195,746,272 

13.  Less  value  of  nontaxable  assets   (Appendix  2B) 117,415,013 


14.  1956  net  market  value  of  stock  and  debt $2,078,331,259 

15.  Adjustment  to  remove  motor  vehicle  equipment  98.77 

percent    (Appendix   2A) $2,052,767,782 

Indication  of  Market  Value  Derived  From  Cost: 

16.  Depreciated     historical     cost,     including     construction 

work  in  progress  and  materials  and  supplies $1,821,519,690 

Combining  the  Evidences  of  Value: 

17.  Capitalized  income   (line  7) $1,748,769,9.53 

18.  Net  stock  and  debt  value   (line  15) 2,052,767,782 

19.  Depreciated  historical  cost    (line   16) 1,821,519,690 


20.  Total     $5,623,057,425 

21.  Average    $1,874,352,475 

22.  Appraised  value  of  operating  property $1,874,300,000 

23.  Value  determined  by  Valuation  Division $1,864,084,040 

24.  Ratio  of  line  23  to  line  22 99.45% 
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APPENDIX  2A 

PACIFIC  GAS  AND  ELECTRIC  COMPANY 

DETERMINATION   OF   PERCENTAGE  OF  TAXABLE  PROPERTY  TO 
TOTAL  PROPERTY 

Total  undepreciated  cost  of  taxable  property $2,2o6,034,173 

Add  : 

Cost  of  motor  vehicle  equipment 28,108,782 

Total    $2,284,142,955 

Percent  of  taxable  property  to  total 98.77% 

APPENDIX   2B 

PACIFIC   GAS  AND   ELECTRIC   COMPANY 

ESTIMATED  VALUE  OF  NONTAXABLE  ASSETS  DEDUCTED  FROM  GROSS 

MARKET  VALUE  OF  STOCK  AND  DEBT 

Miscellaneous  physical  property — appraised  value $7,400,000 

Investments  in  associated  companies — estimated  marlvct 17,777,171 

Other  investments — book  value 5,610 

Sinking  funds — book  value 198 

Miscellaneous  special  funds — book  value 20,560 

Current  and  accrued  assets $108,457,911 

Less  materials  and  supplies 16,354,101 

92,103,810 
Other  deferred  debts  15  percent  of  book  value 107,669 

Total  amount  of  deduction $117,415,013 
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APPENDIX   3 

PACIFIC  GAS  AND   ELECTRIC  COMPANY 

STOCK-AND-DEBT  VALUE  (OPERATING  PROPERTY  ONLY)-YEAR  1956 

Account 

Nuniier  Account  Balance  sheet      Market  value 

200  Common  capital  stock    (outstanding) $426,715,050        $859,404,111 

201  Preferred  capital  stock   (outstanding) 350,249,775  402,120,902 

202  Stock   liability   for  conversion 

203  Premium  and  assessment  on  capital  stock 75,718,630 

204  Capital  stock  subscribed 

205  Installment  received  on  capital  stock 

210  Bonds   (outstanding)   826,459,000  776,149,540 

211  Receivers'  certificates 

212  Advances  from  affiliated  companies 

213  Miscellaneous    long-term    debt 

Subtotal,  stock  and  long-term  debt $1,679,142,455     $2,037,674,553 

220-230  Current  and  accrued  liabilities $143,275,129  $143,275,129 

224  Dividends  declared   (REDUCTION)   (10,243,346)  (10,243,346) 

224  Dividends  declared   (PORTION) 7,682,509  7,682,509 

240  Unamortized  premium  on  debt 7,835,593 

241  Customary  advances  for  construction 3,782,548  3,215,166* 

242  Other  deferred  credits 12,580,310  6,290,155'' 

243  Prepaid  line  extension  revenue — Oregon 

250  Reserve  for  depreciation  of  plant 438,780,844 

251  Reserve  for  amortization  of  limited  investment 

252  Reserve  for  amortization  of  acquisition 

adjustment 

253  Reserve  for  depreciation  -nd  amortization — 

other  property  

254  Reserve  for  uncollectible  accounts 

255  Insurance  reserve 

256  Injuries  and  damages  reserve 2,661.012              1,330,506" 

257  Reserve  for  income  taxes 18,291,195 

258  Other  reserves 1,810,495 

265     Contributions  in  aid  of  construction 9,907,950 

270  Capital  surplus 627,216 

271  Earned  surplus 115,946,003 

Subtotal,  current  and  other  liabilities $151,550,119 

Subtract  deductible  assets  (Appendix  3B) 117,415,013 

Net  adjustment  to  stock  and  long-term  debt L $34,135,106 

System  stock-and-debt  value  (including  motor  vehicles) $2,071,809,659 

98.77  percent  to  exclude  motor  vehicles 2,046,326,400 

»  85  percent, 
i*  50  percent 
SOURCE— Valuation  Division's  worksheet. 
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APPENDIX  3A 

PACIFIC  GAS  AND  ELECTRIC  COMPANY 

COMPUTATION  OF  MARKET  VALUE  OF  COMMON  STOCK  FOR  YEAR  1956 

New  York  Stock  Exchange  Prices 

High  Low 

January    $50,000  $48,125 

February    50.625  49.500 

March 53.750  50.000 

April 53.750  51.250 

May 52.750  49.625 

June    51.250  49.500 

July 52.250  49.500 

August    52.500  50.125 

September 51.375  48.375 

October 50.250  47.000 

November 50.750  47.625 

December 50.375  48.250 

Totals $619,625  $588,825 

619.625 

$1,208,500 

Average  unit  price  of  common  stock $50.35 

Number  shares  outstanding  in  hands  of  public 17,068,602 

Total  market  value  of  common  stock . $859,404,111 

NOTE:  The  abnve  exhibit  is  designed  to  illustrate  the  method  of  comniifing  market  value  of  stoek  and  debt.  Similar  compu- 
tations aie  made  for  each  issue  of  preferred  stock  and  bonds  outstanding  in  the  hands  of  the  public.  The  above  com- 
putation was  made  by  the  Valuation  Division.  In  an  independent  study,  the  writer  found  an  average  value  of  common  stock 
of  .i;.50..S9G.  The  slight  difference  is  due  to  the  fact  that  the  Valuation  Division  used  prices  on  the  New  York  Stock 
Exchange  whereas  our  source  was  the  San  Francisco  Stock  Exchange. 

SOURCE:  Bank  and  Quotation  Record. 

APPENDIX   3B 

PACIFIC  GAS  AND  ELECTRIC  COMPANY 

STOCK-AND-DEBT  VALUE-DEDUCTIBLE  ASSETS 

Account 

Number                                          Account  Balance  sheet      Market  value 

100-108  Utility  plant  $2,278,736,933 

110  Other  physical  property 4,405,600  $7,400,000 

111  Investment  in  associated  companies 14,865,748  17,777,171" 

112  Other  investments 5,610  5,610 

113  Sinking  funds 193  193 

114  Miscellaneous  special  funds 20,560  20,.560 

120-133  Current  and  accrued  assets 108,457,911          108,457,911 

131  Material  and  supplies   (REDUCTION) (16,354,101)        (16,354,101) 

140  Unamortized  debt  discount  and  expenditures 8,275,711 

141  Extraordinary  property  losses 

142  Preliminary  survey  and  investment  charges 95,639 

143  Clearing    accounts    

144  Retirement  work  in  progress 

145  Other  work  in  progress 

146  Other   deferred   debits 717,795  107,669" 

150  Discount  on   capital   stock 11,229,456 

151  Capital  stock  expense 

152  Reacquired   capital   stock 

153  Reacquired  long-term  debt 3,707,000 

Total    $117,415,013 

*  Securities  of  subsidiary — Gas  Lines,  Inc .$5,000 

Investment  in  Natl.  Gas  Corp.  of  Cal 13,377,462 

Investment  in  Stan-Pac  Gas  Line,  Inc 4,394,709 

$17,777,171 
•>  15  percent. 
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APPENDIX   4 

THE   PACIFIC  TELEPHONE  AND  TELEGRAPH  COMPANY 

1957  APPRAISAL  OF  OPERATING  PROPERTY 

Indication  of  Market  Value  Derived  Front  Capitalized  Earnings 

1954  1955  1956 

1.  Net   operating   revenue— System $80,254,059  $96,832,107        $109,070,554 

Adjustment  for  Plant  Groivth: 

2.  Depreciated  historical  cost  system 

(000) 1,484,883  1,632,134  1,881,428 

3.  Ratio  1956  HCLD  to  prior  years___  126.71  115.27  100.00 

4.  Adjusted  net  operating  revenue 101,689,918  111,618,370  109,070,554 

5.  Three-year  average  adjusted  net 107,459,614 

6.  Line  5  capitalized  @  6.00  percent___  1,790,993,566 

7.  California   portion   @   77.11   percent 

(Appendix  4A)   1,381,035,139 

8.  Adjustment  to  remove  motor  vehicle 
equipmeait  (98.03  percent — Appendix 

4C)     1,353,828,747 

Indication  of  Market  Value  Derived  From  Market  Value  of  Stock  and  Debt 
1956  Market  Values: 

9.  Common   stock   $1,351,003,653 

10.  Preferred  stoclt 116,489,200 

11.  Debenture  bonds 627,965,000 

12.  Advances  from  aflBliated  companies  at  par 56,000,000 

13.  Current  liabilities 183,331,906 

Subtotal $2,334,789,759 

15.  Less  nontaxable  assets  (Appendix  4B) 170,690,993 

16.  Value  of  taxable  assets $2,164,098,766 

17.  California  portion  @  77.11  percent   (Appendix  4A)      $1,668,736,558 

18.  Adjustment    to    remove    motor    vehicle    equipment 

(98.03  percent— Appendix  4C)    $1,635,862,448 

Indication  of  Market  Valve  Derived  From  Depreciated  Historical  Cost 

19.  Plant  in  service $1,379,276,960 

20.  Construction  work  in  progress 70,530,979 

21.  Materials  and  supplies 23,765,370 

22.  Total $1,479,573,309 

23.  Average  lines  8,  18  and  22 $1,489,754,834 

24.  Appraised  value  of  operating  property $1,490,000,000 

25.  Value  determined  by  valuation  division $1,430,0(X),000 

•26.  Ratio  of  line  25  to  line  24 95.97% 
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California 
,869,449,377 
613,537,209 
83,693,583 
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77.51 
76.73 

Weighting 
50 
20 
30 

Weighted 
38.59% 
15.50% 
23.02% 
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APPENDIX   4A 

PACIFIC  TELEPHONE   AND  TELEGRAPH   COMPANY 

INTERSTATE  APPORTIONMENT 

8yste7n 

Book  cost $2,422,480,677 

Operating   revenue   __        791,561,614 
Net  operating  revenue        109,070,554 

Weighted  percent  to  California 77.11% 

APPENDIX   4B 

PACIFIC   TELEPHONE  AND  TELEGRAPH   COMPANY 

NONTAXABLE  ASSETS 

Other  investment — book  value $12,375 

Miscellaneous  physical  property  (appraised  value) 345,000 

Current  assets — book  value 141,218,065 

Prepaid  directory  expense — book   value 23,141,201 

Other  deferred  charges — 40  percent  of  book  value 5,974,352 

Total $170,690,993 

APPENDIX   4C 

PACIFIC  TELEPHONE  AND  TELEGRAPH   COMPANY 

DEDUCTION  FOR  MOTOR  VEHICLE  PROPERTY 

Book  cost  of  taxable  property $1,829,964,401 

Book  cost  of  motor  vehicle  property 36,717,716 

Total  property $1,866,682,117 

Percent  taxable 98.03% 
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APPENDIX   5 

ATCHISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY 

1957:  APPRAISAL  OF  OPERATING  PROPERTY 

Indication  of  Market  Value  Derived  from  Capitalized  Income 
Net  Railway  Operating  Income  (a) 

1952   $70,943,504 

1953  69,798,047 

1954  43,425,598 

1955  66,392,040 

1956  51,857,361 


5-year  weighted  average $57,710,757 

5-year  weighted  average  capitalized  @  6.5  percent $887,857,800 

California  portion  @  18.16  percent   (Appendix  5A) $161,234,976 

1.  Adjustment  to  remove  motor  vehicle  eqpt.   (99.85  percent) $160,993,124 

Indication  of  Market  Value  Derived  from  Market  Value  of  Stock  and  Deht 

Comniou  stock   $727,389,882 

Preferred    stock    140,066,918 

General  gold   fours   163,332,306 

Adjustment  mortgage  fours 46,343,054 

Current  liabilities  (book  value)   116,876,149 

Total    $1,194,008,309 

Less  : 

Computed  deduction  for  nontaxable  assets    (Appendix  5B) 428,603,437 

Market  value  of  taxable  assets  (b)   $765,404,872 

California  portion  @  18.16  percent   (Appendix  5A)    138,997,525 

Add: 

California  materials  and  supplies 4,587,743 

Total  California   portion   $143,585,268 

2.  Adjustment  to  remove  motor  vehicle  equipment  @  99.85  percent 143,369,890 

3.  Average  items  1  and  2 $152,181,507 

4.  Appraised  value  of  operating  property $152,200,000 

5.  Valuation  Division  appraisal $141,972,490 

6.  Ratio  of  item  5  to  item  4 93.28% 

■  Adjusted  for  normalization  of  income  taxes  and  otlier  items. 
''  Before  adjustment  for  motor  vehicle  equipment. 
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APPENDIX   5A 

ATCHISON,  TOPEKA  AND   SANTA   FE   RAILWAY  COMPANY 

INTERSTATE  ALLOCATION  FACTORS 

Percent  Weighted 

System  California     California     Weighting      Factor 

Property  Factor                                         (000)  (000) 

ICC  cost  of  reprofluction   $976,797  $181,445         18.58               46.44             8.63 

(Excluding  rollins  stock) 
Line  Haul  Factor 

Revenue   traffic  units 35,213,518  5,624,074         15.97               39.24             6.27 


(Ton  miles  plus  passenger 
miles) 
Terminal  Factor 

Tons    originated    

Tons    received    

44,255 

40,883 

8,158 
11,647 

Total    

85,138 

19,805 

Total   X  3 

Connection  Tonnage 
Received 

255,414 
17,554 

59,415 
4,972 

Delivered 

20,926 
293,894 

2,622 

Weighted  total 

67,009 

22.80  14.32  3.26 


Weighted  allocation  factor-__  100.00  18.16 

APPENDIX   5B 

ATCHISON,  TOPEKA  AND   SANTA   FE   RAILWAY  COMPANY 

COMPUTATION  OF  DEDUCTION  FROM  MARKET  VALUE  OF  STOCK  AND 
DEBT  FOR  NONTAXABLE  ASSETS 

1.  Net    railway    operating    income    adjusted    for    normalized 

income  tax  and  Pullman  rentals   (1956) $51,857,361 

2.  Other    income    $14,019,990 

3.  Less  miscellaneous  deductions 1,466,747 


4.  Net  other  income 12,553,243 


5.  Total  income  available  for  fixed  charges  and  dividends $64,410,604 

6.  Percent  other  income  of  total . 19.49% 

7.  Total  market  value  of  stock  and  debt $1,194,008,309 

8.  Nonoperating  deduction  @  19.49  percent 232,712,219 

Add  : 

9.  Current  assets  nontaxable  under  Solvent  Credits  Law 195,891,218 


10.  Total    estimated    deduction    from    market   value    of    stock 

and  debt $428,603,437 
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APPENDIX   6 

STATE  OF  WISCONSIN-1928-1957 

PROPERTY  VALUE  TRENDS-GENERAL  PROPERTY  AND  UTILITY  PROPERTY 

Utility  assessments  General  property 

Aviount  Index                     Amount  Index 

(000)  Number                     (000)  Number 

1928   $290,300  100.0  $5,872,403  100.0 

1029   312,191  107.5  5.975,952  101.8 

1930   336,737  116.0  5,896,432  100.4 

1981   357,614  123.2  5,250,732  89.4 

1932   371,539  128.0  4,840,710  82.4 

1933   356,383  122.8  4,262,704  72.6 

1934 342,093  117.8  4,133,547  70.4 

1935   329,145  113.4  4,221,414  71.9 

1936   331,812  114.3  4,263,845  72.6 

1937   334,888  115.4  4,349,915  74.1 

1938   3.39,467  116.9  4,467,319  76.1 

1939  339.501  117.0  4,393,152  74.8 

1940  340,221  117.2  4,353,503  74.1 

1941  339,130  116.8  4.416,233  75.2 

1942  342,918  118.1  4,626,331  78.8 

1943  349,452  120.4  4,807,363  81.9 

1944  350,529  120.8  5,015,668  85.4 

1945  352,050  121.3  5,329,173  90.8 

1946  352,585  121.5  5,287,999  90.1 

1947  360,688  124.2  6,540,744  111.4 

194S  370,392  127.6  7,928,899  135.0 

1949  386,503  133.1  8,489,904  144.6 

1950  420,914  145.0  9,200,754  156.7 

1951  449,889  155.0  10,418,375  177.4 

1952  490,992  169.1  11,967,583  203.8 

1953  522,572  180.0  12,813,036  218.2 

1954 571,801  197.0  13,244,710  225.5 

1955  629,904  230.2  13,964,253  237.8 

1956 668,323  230.2  15,061,302  256.5 

1957 720,355  248.1  16,251,569  276.7 
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APPENDIX   7 

COMPARISON   OF   CONSUMER   PRICE    INDEX 
(Cost  of  Living)  Witli  Cost  of  Domestic  Electric  and  Gas  Use— 1930-1958 

Index  Number  1930  Equals  100  * 

Index  of  domesiic 

Consumer  price  index  electricity  and  gas 

San  Francisco 

1930 100.0  100.0 

1931 91.5  100.0 

1932 84.6  100.0 

1933 81.2  100.0 

1934 83.5  100.0 

1935 85.5  100.0 

1936 85.0  95.5  Jan  1 

86.6  May  1 

1937 88.3  78.5  Feb  1 

1938 87.8  74.2  Apr  1 

1939 86.8  73.6  Jul  1 

72.4  Aug  1 

1910 86.9  70.0  Oct      8 

65.4  Oct    22 

1941 91.8  65.4 

1942 102.9  65.4 

1943 109.7  64.7  Feb    15 

1944 112.6  64.7 

1945 115.5  64.7 

1946 124.8  61.5  Feb   28 

58.9  Apr  15 

1947 141.6  58.9 

1948 151.5  58.9 

1949 151.2  00.6  Nov  28 

1950 151.4                                            62.5  Apr  15 

1951 163.5                                          65.7  Feb  18 

67.8  Oct  24 

68.3  Dec  11 

1952 167,4                                            75.6  Nov  10 

1953 172.1  75.6 

1954 172.2                                          77.7  Dec  1 

1955 171.2  79.8  May  10 

1956 175.4  79.8 

1957 182.3  82.0  Nov   15 

March  1958 187.6  83.1  Jan      1 

*  Based  on  Oakland  rates  for  250  kwh.  of  electricity  and  100  therms  of  natuial  gas. 
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APPENDIX  8 

CALIFORNIA  STATE  BOARD  OF  EQUALIZATION-VALUATION  DIVISION 

RCN  FACTORS 

To  Be  Applied  to  Original  Cost  to  Produce 
Reproduction  Cost  New  at  the  Price  Level  of  the  Last  Year  Shown 


Elec.  PI. 

Elec. 

Elec. 

Elec.  PI. 

Total 

Pwr. 

Elcc.  Turbo 

Elcc.  Turljo 

Water 

Total  (with 

(without 

Flumes, 

Flumes, 

Transf. 

Gen.— Hydro 

Gen. — Steam 

Wheels 

Gen  Fac. ) 

Gen  Fac.) 

Steel 

Wood 

Year 

E  14 

E15 

E16 

En 

E  18 

E19 

F  1 

F2 

Year 

1912 

438 

817 

873 

544 

450 

549 

1912 

1913 

438 

817 

873 

533 

450 

549 

1913 

1914 

438 

817 

873 

555 

467 

560 

1914 

1915 

438 

596 

817 

823 

522 

458 

774: 

560 

1915 

1916 

438 

466 

583 

738 

428 

392 

398 

511 

1916 

1917 

313 

359 

533 

588 

348 

333 

220 

422 

1917 

1918 

249 

298 

415 

497 

293 

276 

243 

355 

1918 

1919 

246 

287 

377 

465 

281 

259 

292 

277 

1919 

1920 

214 

276 

345 

450 

264 

241 

294 

231 

1920 

1921 

214 

289 

314 

443 

284 

245 

406 

291 

1921 

1922 

243 

310 

366 

472 

303 

251 

504 

297 

1922 

1923 

235 

304 

377 

488 

290 

273 

337 

269 

1923 

1924 

224 

298 

377 

480 

287 

267 

334 

291 

1924 

1925 

224 

304 

377 

480 

290 

270 

373 

303 

1925 

1926 

224 

310 

377 

480 

297 

279 

380 

297 

1926 

1927 

235 

304 

383 

472 

300 

283 

406 

300 

1927 

1928 

246 

298 

377 

430 

297 

279 

410 

303 

1928 

1929 

243 

298 

340 

411 

287 

267 

398 

300 

1929 

1930 

249 

301 

327 

400 

293 

279 

445 

327 

1930 

1931 

253 

335 

336 

411 

314 

293 

498 

359 

1931 

1932 

263 

363 

345 

411 

335 

308 

557 

404 

1932 

1933 

249 

347 

327 

411 

322 

300 

529 

383 

1933 

1934 

224 

324 

295 

389 

300 

279 

454 

364 

1934 

1935 

216 

324 

282 

356 

293 

270 

440 

364 

1935 

1936 

216 

320 

278 

339 

287 

264 

431 

342 

1936 

1937 

203 

298 

253 

331 

266 

248 

398 

310 

1937 

1938 

197 

289 

245 

306 

261 

245 

422 

303 

1938 

1939 

197 

292 

245 

297 

261 

245 

431 

300 

1939 

1940 

197 

298 

245 

288 

261 

243 

418 

291 

1940 

1941 

197 

279 

245 

269 

246 

231 

348 

267 

1941 

1942 

201 

268 

245 

257 

233 

219 

312 

240 

1942 

1943 

207 

266 

245 

257 

229 

217 

317 

226 

1943 

1944 

219 

264 

247 

255 

225 

211 

319 

212 

1944 

1945 

224 

264 

240 

255 

221 

208 

317 

201 

1945 

1946 

203 

227 

206 

244 

196 

187 

263 

176 

1946 

1947 

171 

191 

174 

197 

166 

157 

217 

142 

1947 

1948 

160 

177 

160 

177 

151 

144 

177 

130 

1948 

1949 

152 

172 

155 

166 

147 

140 

164 

132 

1949 

1950 

144 

161 

152 

156 

140 

134 

158 

125 

1950 

1951 

130 

148 

141 

143 

128 

122 

151 

116 

1951 

1952 

130 

140 

141 

136 

124 

119 

149 

113 

1952 

1953 

123 

129 

132 

126 

119 

114 

138 

111 

1953 

1954 

120 

126 

128 

124 

115 

111 

135 

110 

1954 

1955 

116 

122 

124 

121 

111 

108 

127 

105 

1955 

1956 

102 

107 

107 

107 

103 

103 

108 

102 

1956 

1957 

100 

100 

100 

100 

100 

100 

100 

100 

1957 
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APPENDIX  9 

PACIFIC  GAS  AND  ELECTRIC  COMPANY 

HYPOTHETICAL    ADJUSTMENT    OF    NET    OPERATING    REVENUE 
PROPERTIES  WERE   VALUED   AT   DEPRECIATED    REPRODUCTION 

1956  Net  operating  revenue 

Add :  Actual  Taxes  Paid  : 

State  bank  and  corporation  franchise  tax $4,829,094 

Federal  income  tax 57,950,504 

Ad  valorem  operating  property  taxes 47,053,973 

1956  Net  operating  revenue  before  actual  taxes 

Deduct :  Hypothetical  Taxes : 

State  bank  and  corporation  franchise  tax $3,144,997 

Federal  income  tax 39,249,557 

Ad  valorem  operating  property  taxes 76,440,000 

1956  Net  operating  income  after  hypothetical  taxes 

Deduct  requirements  for  bond  interest  and  preferred  stock  : 

Bond  interest— 4  percent  of  $1,365,000,000 $54,600,000 

Preferred  stock  dividends— 4.5  percent  of  $409,500,000     18,427,500 

Amount  remaining  for  common  stock 

Total  common  stock 

Return  on  common  stock 

Return  on  common  stock  if  20  percent  of  earnings  are 
retained  in  business 

Hypothetical  Capital  Structure 

Percent 

Funded  debt  4  percent 50 

Preferred  stock  4.5  percent 15 

Common  stock 35 

Total   (RCNLD)    100 


IF    OPERATING 

COST    (RCNLD) 

$99,831,343 


109,833,571 
$209,664,914 


118,834,554 
$90,830,360 


73,027,500 

$17,802,860 

955,500,000 

1.86% 

1.49% 


$1,365,000,000 
409,500.000 
955,500,000 

$2,730,000,000 
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APPENDIX  9A 

PACIFIC  GAS  AND   ELECTRIC  COMPANY 

COMPUTATION  OF  HYPOTHETICAL  TAXES 

Hypothetical  ad  valorem  taxes: 

Assumed  full  value  of  operating  property  (RCNLD)__  $2,730,000,000 

Assessed  value  at  50  percent 1,365,000,000 

Average  tax  rate  (1956-57) 5.60 

Computed  ad  valorem  taxes 76,440,000 

Hypothetical  state  bank  and  corporation  franchise  tax: 

1950  net  operating  income  before  all  taxes 209,664,914 

Deduct : 

Hypothetical  property  taxes $76,440,000 

Hypothetical  bond  interest  * 54,600,000  131,040,000 

Hypothetical  taxable  income $78,624,914 

Hypothetical  state  bank  and  corporation  franchise  tax 

at  4  percent 3,144,997 

Hypothetical  federal  income  tax: 

Net  operating  income  before  all  taxes $209,664,914 

Deduct : 

Hypothetical  state  bank  and  corporation  franchise 

taxes  $3,144,997 

Hypothetical  ad  valorem  taxes 76,440,000 

Hypothetical  bond  interest  * 54,600,000  134,184,997 

Hypothetical  taxable  income $75,479,917 


Hypothetical  federal  income  taxes  at  52  percent $39,249,557 

•  4  percent  of  $1,365,000,000  =  $54,600,000. 
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APPENDIX   10 

CAPITALIZATION  OF  NET  OPERATING  REVENUE 
BEFORE  DEDUCTION  OF  INCOME  TAXES 

In  1951  the  Valuation  Division  of  the  State  Board  of  Equalization 
developed  a  formula  for  computing  an  income  tax  component  in  the 
capitalization  rate.  This  followed  a  principle  the  division  had  used  for 
some  years  in  connection  with  depreciation  by  which  it  capitalized  net 
operating  revenue  before  the  deduction  of  depreciation  by  adding  a 
depreciation  component  to  the  basic  rate  of  interest.  The  depreciation 
component  is  the  amount  which,  if  paid  into  a  sinking  fund  at  the  end 
of  each  year  where  it  accumulates  interest  at  a  specified  rate,  will  build 
up  a  fund  of  $1  by  the  end  of  the  service  life  of  the  property. 

Some  of  the  reasons  which  apparently  lead  the  division  to  seek  a 
method  of  capitalizing  operating  income  before  income  taxes  as  well  as 
before  depreciation  were:  (a)  the  income  tax  liability  of  a  corporation 
varies  with  the  percent  of  bonds  in  the  capital  structure;  (b)  income 
taxes  vary  according  to  the  depreciation  policies  permitted  under  the 
Internal  Revenue  Code;  and  (c)  frequently,  the  income  tax  accrual 
contains  adjustments  for  years  prior  which  are  included  in  the  current 
year. 

In  its  appraisal  approach  the  division  envisions  the  type  of  capital 
structure  which  would  be  employed  by  a  prospective  purchaser  of  the 
utility  property.  This  is  best  expressed  in  the  division's  own  words  in 
its  memorandum  dated  August  23,  1951 : 

In  determining  market  value,  it  would  seem  proper  to  assume  a  cor- 
porate purchaser  with  a  typical  bond-stock  relationship  (say  40-60). 
It  would  then  be  possible  to  capitalize  income  in  the  following  manner : 

Instead  of  dividing  net  income  before  depreciation  by  the  annuity 
whose  present  worth  is  one  (that  is,  interest  rate  plus  sinking  fund 
annuity),  we  would  divide  the  income  before  income  tax  by  the  annuity 
plus  the  amount  of  income  tax  per  dollar  of  market  value.  This  last- 
named  amount  may  be  expressed  in  a  formula : 

I(A  —  1  —  Bi) 

t=  L 


where 

t  =  Income  tax  per  dollar  of  market  value 
I  =z  Income  tax  rate 
A  =  Annuity  for  L  years,  whose  present  worth  is 

1  (  =  int.  rate  plus  sinking  fund  annuity) 
L  =  Future  life  expectancy  of  property 
B  =  Fraction  of  capital  structure  represented  by  bonds 
i  =  Interest  rate  of  bonds 

The  derivation  of  the  formula  is  an  algebraic  computation  included 
in  the  memorandum.  For  the  purposes  of  this  discussion  and  the  illus- 
tration that  follows,  the  mathematics  of  the  formula  need  not  be 
repeated  here. 
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ILLUSTRATION    USING    ACTUAL    1956   DATA   EMPLOYED    BY   THE    VALUATION 

DIVISION    IN    THE    VALUATION    OF    PACIFIC   GAS   AND 

ELECTRIC   COMPANY   OPERATING    PROPERTY 

1.  Nrf    (i|)oi'atiii'j   rcvtMiiie   Ix'fdrt^   (l('|)r('('i;i1i()!i,    hut   after    income   tax 
dcdiiotioiis  $144,705,.3n 

2.  Capitalization  rate — (a)  basic  interest  rate  O.OG,   (b)   depreciation 
component  0.02128:  Total  0.081287o 

3.  Capitalized  value  $144,795,311  --  0.08128  =z  $1,781,438,373 

4.  Income  taxes  —  federal  $66,696,238  ;  California  franchise  $4,829,094; 
total  $71,525,332 

5.  Net  operatinir  revenue  before  depreciation  and  income  taxes 

$144,795,311  +  $71,525,332  =  $216,320,643 

6.  Basic  data  and  derivation  of  income  tax  component  in  capitalization 
rate: 

(a)  yl  =  0.08128 

(b)  7  =  0.5391  (Federal  and  State  combined) 

(c)  L  =  23vears 

(d)  J5r=0.50 

(e)  i  =  0.0385 

( f )  Reciprocal  of  L  =  0.0435 

The  Valuation  Division  has  devised  a  sample  box  table  for  deter- 
mining the  income  tax  component.  See  five  separate  steps : 

(u)    Step  1  (d)   X   (c)  or  0.50  X  0.0385  =  0.0! 925 

(h)    Stop  2  (a)  —  (f )  —  (g)  or  0.08128  —  0.0435  —  0.01925  = 

0.01853 
(i)    Step  3  (b)  X   (h)  or  0.5391  X  0.01853  =  0.0099895 
(j)    Step  4  1.00—  (i))  or  0.4609 

(k)   Step  5  (i)  -:  -  (j)  or  0.0099895  ^  0.4609  =  0.02167    (income   tax 
component) 

7.  Total  capitalization  rate  including  income  tax  component 
0.08128  +  0.02167  —  0.10295 

8.  Capitalized  value  $216,320,643  ~  0.10295  =  $2,101,220,427. 
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APPENDIX   11 

COMPARISON  OF  CALIFORNIA  METHODS  OF  CAPITALIZATION  TO 
METHODS  USED  IN  OTHER  STATES 

TEN  LARGE  UTILITIES  OPERATING  IN  CALIFORNIA-INCOME  YEAR  1956 

California 

Other  states  Capitalized  Capitalized 

capitalized  Capitalized  net  before  net  before 

net  as  net  before  depreciation  depreciation 

reported  depreciation  and  inco7ne  and  all 

(000)  (000)  tax  (000)  taxes  (000) 

California  Electric  Power  Co $74,456  $77,383  $85,221  $80,866 

Pacific  Gas  &  Electric  Co 1,663,856  1,781,438  2,101,220  2,002,470 

Pacific  Lighting  Gas  Supply  Co.__          19,792  21,413  27,241  27,178 

San  Diego  Gas  &  Electric  Co 139,332  156,742  187,887  178,573 

Southern  California  Edison  Co.  __        715,874  764,094  867,481  835,436 

Southern  California  Gas  Co 341,783  293,994  356,439  343,362 

General  Telephone  Co.  of  Calif—        232,712  255,932  299,111  274,155 

Pacific  Telephone  &  Telegraph  Co.     1,393,579  1,629,648  1,962,817  1.759,429 

Southern  Counties  Gas  Co 102,328  107,289  125,843  121,829 

California  Water  &  Telephone  Co.          30,911  37,891  41,403  38,083 

Totals $4,714,623         $5,125,824         $6,054,663         $5,661,381 

Percent 100.00%  108.72%  128.42%  120.08% 

NOTK:  The  above  capitalized  values  were  computed  by  using  the  same  capitalization  rates  employed  by  the  Valuation 
Division  111  Its  1057  appraisals.  The  net  operating  revenue,  likewise.  Is  the  same  as  found  in  the  division's  worksheets. 

The  first  column  is  the  method  of  capitalization  employed  in  most  other  states    (except  that  a  five-year  average 
of  income,  which  would  generally  give  a  lower  value,  is  used  in  most  of  these  states) . 

The  second  column  is  one  of  the  computations  used  by  the  Valuation  Division  in  which  depreciation  is  excluded  as 
an  expense  and  allowance  is  made  for  it  in  the  capitalization  rate. 

.v,^"f  the  third  column,  income  taxes  are  also  excluded  from  expense  and  included  in  the  capitalization  rate  and  In 
the  fourth  column  all  taxes,  in  addition  to  depreciation,  are  excluded  from  expense  and  are  included  as  a  factor  in  the 
capitalization  rate. 

All  amounts  are  stated  in  thousands. 
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APPENDIX    12 

SUMMARY  OF  ASSESSMENT  METHODS  IN  OTHER  STATES 

indices  of  Value  Used 

Rail  carriers 

(a)  Capitalized    income    ^-     - — 

(b)  Nft  maikft  value  of  stock  and  debt 

(c)  Depreciated    historical    cost__ 

(d)  Depreciated    reproduction    cost 


No. 
states 

20 

8 

34 


Electric,  gas  and  telephone  utililies 

(a)  Capitalized  income ^,- 10 

(b)  Net  market  value  of  stock  and  debt 14 

(c)  Depreciated  historical  cost .- 14 

(d)  Depreciated  reproduction  cost 6 


Income  Average  Used  as  Base  for  Capitalization 

Rail  carriers 

(a)  Five-year  averasjes 

(b)  Three-year    averages    :__*-.._ 

(c)  Weighted  averaije  of  either    (a)   or   (1))  ^ .-     

(d)  Most   recent  year's  earninj^s^      

(e)  Estimate   of   future   earninjjs 

Electric,  (jas  and  telephone  utilities 

(a)  Five-year  averages      - , 

(b)  Three-year  averaf^es 


(c)  AVeij,di(ed  avera;;e  of  either    (a)    or    (b) 

(d)  Most  recent  year's  earnini;s     _     

(e)  Kstimate  of  future   earuinjjs 


yo. 

states 

11) 

1 


VJ. 


Rates  Used 

5.75% 

5.50 

5.00—0.00  - 

6.00 

6.50 

6.00—7.00  - 

7.00 

Over  7.00  _. 


Rates  of  Capitalization 

Electric 


Rails 
.     1 


17 
3 

i 

1 


1 

1 

13 

1 

1 


Gas 


1 

15 

1 


Electric 
and  Gas 


1 

11 

1 

2 


Telephone 


13 
1 


Average  Used  for  Stock  and  Debt  Value 


(a) 
(b) 
(c) 


states 

A  single  year's  compilation S* 

Three-year  average - ^ 

Five-year  average 13* 


(d)    One  day 2 

*  One  stale  used  five-year  average  for  stock  and  one-year  average  for  boiuis. 
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APPENDIX    13 

GENERAL  TELEPHONE  CO.  OF  CALIFORNIA 

SUMMARY  CONTROL  OF  1957  INTRASTATE  ALLOCATION 


Est.  1957 
FCNLD 

Total  Operating  Property $282,358,876 

Deduction  of  Items  Not  Allocated  to  Situs: 

Organization 42,178 

CWIP  not  identified  by  situs 23,922 

R/W  not  owned  in  fee 648,748 

Total   Property   Allocated $281,644,028 

Deduction  of  Land,  CWIP  and  M&S  : 

Land    $2,231,260 

CWIP    9.233,473 

Maintenance  and  supply 7,798,045 

Remainder  of  Property  to  Be  Allocated $262,381,250 


Account 
numhcr 

Aerial   cable   242.1 

Underground   cable 242.2 

Buried  cable 242.3 

Submarine   cable   242.4 

Aerial  wire  - 243 

Poles    241 

Underground  duct 244 

Buildings 212 

Central  office  equipment 221 

Furniture    261 

Tools  and  work  equipment 264 


1957 
market  value 

operating 

property 
$241,022,820 


I? alio  of 
market 
value  to 
RCNLD 
(percent) 
85.4 


$241,022,820 

85.6 

$2,231,200 

100.0 

4.616,740 

50.0 

7,018.240 

90.0 

$227,156,580 

8G.6 

Ratio 

M.V.  to 

1957  est. 

RC^LD 

(percent) 

86.8 

SG.5 

80.5 

87.2 

86.6 

86.3 

86.7 

86.7 

86.7 

86.7 

86.7 
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APPENDIX    14 

PACIFIC   GAS  AND   ELECTRIC   COMPANY 

SUMMARY  CONTROL  OF  1957  INTRASTATE  ALLOCATION 


Est.  1957 
IfCNLD 

Total  Oporatinji-  Property   $2,006,527,144 

Deduction  of  Items  Not  Allocated  to  Situs  : 

Organization 1,341,089 

li/\V  not  owned  in  fee 30,87rt,000 

CWIP  not  identified  by  situs 57,553,261) 

Gas  stored  in  mains  and  holders   (M&S)_--  449,909 

Total  Property  Allocated $2,576,307,877 

Deduction  of  Land,  CWIP  and  M&S  : 

Land     $35,355,530 

CWIP— 1956    57,124,7(50 

CWIP— Dec.  1,  1957,  to  March  1,  1957 9,895,138 

IM&S— General  15,;'.69,238 

M&S — Fuel  stored  in  tanks  of  others 141,416 

Ruhtotals $2,458,421,795 

Deduction  of  Special  Items: 

Steam  plants — Contra  Costa,  Pittsburg, 

.Moss  Landing  and  Morro  Bay $285,333,536 

Sacramento  main  office  building 389,126 

Kemainder  of  Property  to  Be  Allocated $2,172,699,133 


Continuous  Structures 

Est.  19r>7 
RCNLD 
Dec.  31,  WoG 
Distribution  poles   $140,416,760 

Distribution   conductors 371,888,376 

Street  li^Mit   coiuluctors 16,613,754 

T:nders,'round  duct   31,129,339 

Distribution    gas    mains 271,608,863 

Total   Distribution  Conductors $831,657,092 

Transmission  towers  59,047.019 

Transmission  polos 21,333,663 

Transmi'^sion  conductors   93.597.129 

Transmission  mains   145,081,441 


1957 

market  value 

opera  iin(; 

propcrii/ 

$1,864,015,420 


Ratio  of 
market 
value  to 
RCNLD 
(percent) 
69.9 


$1,8(54,015,420 

72.4 

$35,;555,.530 

28,502.380 

4,947.570 

13,832,310 

127,270 

100.0 
50.0 
50.0 
90.0 
90.0 

$1,781,190,360 

72.5 

$256,800,180 
107,000 

90.0 
27.5 

$1,524,283,180 

70.2 

Total 
M.V. 1957 

Ratio 
M.V.  to 
Rr\LD 

(percent) 

?;76,023,260 

2('>S,061 ,870 

7,891,010 

15,755.200 

198,636,120 

54.1 
72.1 
47.5 
50.6 
73.1 

$5(36,367.460 

(58.1 

42,751, SI  0 

i5,(i4o.:;so 

68.372.000 
107,190,220 

72.4 
73.4 
73.0 
73.9 
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APPENDIX   15 

ATCHISON,  TOPEKA  AND  SANTA  FE   RAILWAY  CO. 

SUMMARY  CONTROL  OF  1957  INTRASTATE  ALLOCATION 

Ratio  of 

1957  1957         market  to 

estimated  market        RCNLD 

RCNLD  *  value        (percent) 

Total  operating  property  including  boats $399,357,990  $141,965,270       35.5 

Deduction  of  items  not  allocated  to  situs : 

Engineering     5,197,327  

Construction  overhead   costs 10,027,547  

Subtotal $384,133,116  $141,965,270       37.0 

Other  deductions : 

Land— operative  only 32,830,740  32,830,740     100.0 

Materials  and  supplies 3,020,056  2,718,050       90.0 

Floating  equipment 2,535,757  274,620       10.8 

Structures  and  equipment 

Individually  reported,  excluding  round  houses 

and   turn   tables 49,838,307  23,345,179       46.8 

Round  houses  and  turn  tables 1,697,765  424,441       25.0 

Total  other  deductions $89,922,625  $59,593,030 

Remainder  to  be  spread  to  rolling  stock  and  track.  $294,210,491  $82,372,240       28.0 

Rolling  stock $118,567,762  $30,180,860       25.5 

M.  &  S.  along  track 4,880,019  1,491,250      30.6 

Track  170,762,710  50,700,130      29.7 

Total    $294,210,491  $82,372,240 

*  RCNLD  as  of  12-31-54  plus  net  additions  to  12-31-56. 
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APPENDIX    16 

SALE    OF    PINOLE    LIGHT    AND    POWER    COMPANY    TO 
PACIFIC  GAS  AND   ELECTRIC   COMPANY-1957 

Balance  sheet  Adj.  balance  sheet 

July  31, 1057  July  31, 1957 

Dr  Cr  Adjustments  Dr  Cr 

Utility  plant $207,260.85  —$3,580.57  ^     $2G:{,r)S0.28 

Cash    12,086.54  12,086.54 

Accounts  receivable 3,776.01  —2,247.02  ^  1,528.99 

Prepayments    8,883.13  8,883.13 

Accounts  payable $2,923.34  $2,923.34 

Customers'  deposits 771.91  771.91 

Taxes  accrued 11,713.07  11,713.07 

Other  deferred  credits-  2,831.95  2,831.95 
Reserved  for  deprecia- 
tion                                53,286.16    — 13,511.81 1                                39,774.35 

Common  stock  and  sur- 
plus    220,480.10  228,164.32 

$292,006.53     $292,006.53  $280,178.94     $280,178.94 

'  Adjustments  made  by  Public  Utility  Commission. 

'■^  Accounts  reci'ivable  from  associated  companies  eliminated. 

Sales  Price — 7,000  shares  Pacific  Gas  and  Electric  Co.  common  stock 

— Price  per  share  on  New  York  Stock  Exchange  $48,025 

—Total  sales  price $340,375.00 

Net  book  value  of  Pinole  Light  and  Power  Co.  as  adjusted 228,104.32 


Excess  selling  price  charged  on  the  books  of  Pacific  Gas  &  Electric  Co.  as 

"Electric  Plant  Acquisition  Adjustment,"  to  be  later  charged  to  surplus $112,210.68 


NOTE:  The  assets  and  liabilities  of  Pinole  Light  and  Power  Co..  as  adjusted,  were  by  Public  Utility  Commission  rules 
recorded  on  the  books  of  Pacific  Gas  and  Klectric  Co.  at  the  same  amount.  P.  G.  and  K.'s  increase  in  plant  (net), 
as  the  result  of  the  purchase,  was  the  difference  between  $263,080.28  and  the  depreciation  reserve  of  $39,774.35. 
or  $223,905.89. 

1957  Value  determined  by  State  Board  of  Equalization $300,150.00 

Add  :   Solvent  credits  value 22,700.00 


Subtotal   $322,850.00 

Add  :  Book  value  of  exempt  motor  vehicle  equipment 3,844.00 


Adjusted  sales  price  as  determined  by  State  Board  of  Equalization $326,094.00 

Actual  sales  price  as  above 340,375.00 

Ratio  of  state  board's  valuation  to  sales  price 95.98% 

NOTOS: 

The  sales  price  was  measured  by  the  current  price  of  7,000  shares  of  common  stock  of  Pacific  Gas  and  Klectric 
Company  given  in  exchange  for  200  shares  of  Pinole  Light  and  Power  Company.  The  price  of  P.  G.  and  E.  stock  used 
hi  the  computation  is  based  upon  a  statement  in  Public  Utilities  Commission  Decision  No.  5434G  which  stated  in 
part  as  follows: 

"At  the  time  the  parties  entered  into  the  agreement  for  the  sale  of  the  shares  of  stock,  the  market  price  of  common 
stock  of  Pacific  Gas  and  Electric  Company  was  481." 

On  February  1,  1957,  the  date  when  Pinole  Light  and  Power  Company  became  a  wholly  owned  subsidiary  of 
Pacific  Gas  and  Electric  Company,  the  common  stock  price  of  the  latter  was  .'$49.25.  Had  this  price  been  u.sed  in 
our  computation,  the  ratio  of  the  state  board's  value  determinatioi.  to  the  sales  price  would  have  b;'en  slightly  over 
94  percent  instead  of  95.98  percent.  We  used  $48,625  in  order  to  tie  in  with  the  utility  acquisition  adjustment 
required  by  P.  U.  C. 

The  1956  state  board's  valuation  was  $275,160.  If  this  figure  were  adjusted  to  reflect  increased  plant  in  service, 
the  result  would  have  compared  to  the  sales  price  as  follows: 

1956  value  determined  by  state  board $275,160 

Increase  in  depreciated  historical  cost  to  time  of  1957  valuation 26,520 

1956  solvent   credit   assessment 17,400 

Motor  vehicle  equipment    (book  value) 3,644 

Adjusted  value  $322,724 

1957  sales   price $340,375 

1956  ratio 94.81% 
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APPENDIX    18 

1957  FULL  CASH  VALUE  DETERMINATIONS  AND  DEPRECIATED  REPRODUCTION 
COST,  AND  RESULTANT  RATIOS 

20  SELECTED   UTILITIES 

S.B.E. 

market 

rnJue 

(000) 

California  Electric  Power  Co $88,011 

Califurnia-Orcjjoii  Power  Co 22,78r( 

Indian  Valley  Li};lit  and  Power  Co 250 

Pacific  Gas  .-ind  Electric  Co.   L864.0S4 

Pacific  Lightinj?  Gas  Supply  Co 31,!)r.4 

San  Diego  Gas  and  Electric  Co 100,000 

Southern   California   Edison   Co 857, r>l!) 

Southern  California  Gas  Co a30,4r>0 

Southern  Counties  Gas  Co 122,012 

California  Interstate  Telephone  Co 11,136 

California  Water  and  Telephone  Co 3i>,T0r) 

Coachella  Valley   Telephone   Co 1,740 

General  Telephone  Co.  of  California 241,041 

Pacific  Telephone  and  Telegraph  Co 1,420,057 

Western  California  Telephone  Co 4,100 

Atchison,  Topeka  and  Santa  Fe  Ry.  Co 141,972 

Sacramento  Northern  Ry.  Co 2,778 

Santa  Maria  Valley  R.  R.  Co 800 

Tidewater  Southern  Ry.  Co 1,256 

Western  Pacific  R.  R.  Co 41,232 


Depreciated 

Ratio 

Ratio 

reproduction 

Col.l 

Col.  2 

cost 

to  Col  2 

to  Col.  1 

(000) 

(percent) 

(percent) 

.$118,715 

74.04 

133.97 

31,135 

73.18 

136.65 

340 

73,45 

136.15 

2,720,510 

08.20 

146.43 

44,715 

71.40 

139.04 

230,300 

72.08 

138.74 

1,227,419 

69.86 

143.14 

494.035 

00.80 

140.50 

182,053 

07.02 

149.21 

12,022 

88.23 

113.34 

42,047 

92.06 

107.90 

2,039 

85.70 

110.59 

270,548 

87.10 

114.73 

1,801,000 

70.84 

130.14 

4,540 

90.30 

110.74 

411,985 

34.40 

290.19 

22,100 

12.57 

705.01 

1,379 

58.01 

172.38 

3,204 

39.19 

255.16 

162,190 

25.42 

393.3ft 

286 


JOINT   INTERIM    CO:\rMITTKE   ON    ASSESSMENT   PKACTICES  131 

APPENDIX    19 

COMPUTED   RATE   OF   RETURN   ON   DEPRECIATED   HISTORICAL   COST   AND 
DEPRECIATED  REPRODUCTION  COST 

20  SELECTED   UTILITIES  * 

Rate  of  Rate  of 

195G  net  Dcprci-idtrd  viiiirn  on  Dcpi  rriotcd  r<  turn  on 

oiicratiiu/  historiinl       HOLD    reproduction  R('T\'LD 

rvvenuv  cost  (O'lO)     (percent)     cost  (000)   (percent) 

California  Electric  Power  Co.     $4,S;!!),{;r.2  $02,212  5.25  ,$118,715         4.08 

California   Oro;;on    Power   Co.       l,158,87(it  21,35()  5.4:>  ;n,i;;5  .''..72 

Indian  Valley  Light  and 

Power  Co. 17,03C  220         7.74  340         5.01 

Pacific   Gas  and   Electric  Co.     99,831,343  1,821,520         5.48  2,729,510         3.06 

Pacific  Li,:;l)ting  Gas 

SiipiTiy  Co.      ]. 280,517  33,850         3.80     .  44,715         2.88 

San  I)ie;;o  Gas  and 

Eleeliic  Co.   9,050,597  1G3.249         5.55  230,30(5         3.93 

Southern  California 

Edison  Co. 42,952.409  803,700         4.97  1,227,419         3.50 

Southern    California    Gas    Co.     22,215,880  339,717         (!.54  494,0.",5         4..50 

Southern  Conntie-s  Gas  Co.__       6,051,293  131,199         5.07  182,053         3.65 

California  Interstate 

Telephone  Co. 592,309  11,181         5.30  12,622         4.69 

California  Water  and 

Telephone  Co.   2,009,205  39,047         5.07  42,947         4.68 

Coachella  Vallev 

Telephone  Co. 98,902  1,533         6.45  2,039         4.85 

General  Telej)hone  Co. 

of   California 14,544,531  236,331         6.15  276,548         5.26 

Pacific  Telejilione  and 

Telegraph   Co. 83,614,769  1,420,390         5.89  1,801,000         4.49 

Western  California 

Telephone  Co. 188,944  4,105         4.60  4,540         4.16 

Atchison,  Topeka  &  Santa  Fe 

Ry.  Co. 9,396,554t  248,096         3.79  411,985         2.28 

Santa  Maria  Valley 

R.  R.  Co. 17,619  894         1.97  1,379         1.28 

Western  Pacific  R.  R.  Co.*__       3,967,735t  111,835         3.55  187,494         2.12 

•  Includes  Sacramento  Northern  Ry.  Co.  and  Tidewater  Southern  Ry.  Co. 
t  System  unadjusted  net  operating  income  apportioned  to  state. 


287 


132  JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES 

APPENDIX   20 

CALIFORNIA  OREGON  POWER  COMPANY 

1957  APPRAISAL  OF  OPERATING  PROPERTY 

Indication  of  Market  Value  Derived  From  Capitalized  Income 

W.JJf  19.15  1956 

Net    operalin-    rovenue— system $5,074,130         $5,409,096         $0,02,3,264 

Depreciated   historical   cost— system 109,260,009       117,835.805       128,688,401 

Ratio  year  1950  to  prior  years, 117.782  109.210  100.000 

Net  operating  revenue  adjusted  for 

plant   growth    5,976,412  5.973,4-55  0,023,264 

Three  year  average  net  operating  revenue 

as  adjusted  _- 5,991,044 

1.  Capitalized  system  value  @  6.25%^ $95,856,704 

indication  of  Market  Value  Derived  From  Market  Value  of  Stock  and  Debt 

Gioss  inail;"t  v;ili;i>  of  stoel:  and  bonds $13S.():>n.71 7 

Add:    Current    liabilities 3,028,505 

Gross  market  value  of  stoclj  and  debt $141,005,222 

Deduct :  Computed  deduction  for 

nontaxable  as.sets 8,-300,287 

2.  Net  marljet  value  of  stock  and  debt $133,358,935 

indication  of  Market  Value  Derived  From  Cost 

3.  Historical  cost,  less  depreciation — system  _  $128,688,401 

4-  Average  system  value $119,301,347 

5.  Interstate  allocation  percentage  for 

California-    19.24% 

6.  California  value  of  operating  property, 

including  motor  vehicle  equipment  and 

excluding  UJateriah-  and  supplies 

located   in   California $22,9.53,570 

7.  Adjustment  to  remove  motor  vehicle 

equipment    @   98.93% $22,707,976 

Add: 

8.  Materials  and  supplies  in  California 142,051 

9.  Total  computed  value,  including  M&S $22,850,627 

10.  1957  appraisal  of  operating  property $22,8-50,000 

11.  Valuation   Division   appraisal $22,785,270 

12.  Ratio  item  11  to  item  10 99.72% 

NOTES: 

lA  sizeable  amnuiit  of  tliis  company's  business  conies  from  the  lunibcrinf;  industry  and  employees  llieicof.  Because 
this  business  is  frequently  unstable,  there  is  considerable  risk,  hence  the  higher  capitalization  rate. 

2  This  percentage  is  a  composite  of  computations  made  by  the  States  of  California  and  Oregon  and  by  the  company  in 
a  joint  conference. 
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APPENDIX   21 

SOUTHERN  CALIFORNIA  EDISON  COMPANY 

1957  APPRAISAL  OF  OPERATING  PROPERTY 

Indication  of  Market  Value  Derived  From  Capitalized  Income 

195J,  1955  1956 

Net   operating    revenue $33,472,023       $38,188,151       $42,952,469 

Depreciated    historical    cost 701,368,044       773,435,427       863,700,000 

Ratio  1956  to  prior  years 123.145  111.671  100.000 

Adjustment  of  net  for  growth  of  plant 41,219,123         42,645,090         42,952,469 

Three-year  average 42,272,227 

Three-year  average  capitalized  @  5.5% 768,585,945 

1.  Adjustment  to  remove  motor  vehicle  equip- 

ment 98.76%    (Schedule  B) $759,055,479 

Indication  of  Market  Value  Derived  From  Market  Value  of  Stock  and  Debt 
Gross  market  value  of  stock  and  debt    (in- 
cluding current  liabilities) $1,013,149,541 

Less : 

Estimated   value  of  nontaxable   assets 

(Schedule   A) 63,976,174 

Net  market  value  of  stock  and  debt $949,173,367 

2.  Adjustment  to  remove  motor  vehicle  equip- 

ment 98.76%  (Schedule  B) $937,403,617 

Indication  of  Market  Value  Derived  From  Cost 

3.  Depreciated    historical    cost $863,700,000 

4.  Average  items  1,  2,  and  3 $853,386,365 

5.  Weighted    average   30-30-40 $854,417,729 

6.  1957  appraisal  of  operating  property $854,500,000 

7.  1957  appraisal  by  Valuation  Division $857,518,970 

8.  Ratio  of  item  7  to  item  6 100.35 

Schedule   A 

Deduction  for  nontaxable  assets 

Appraised  value  of  Other  Investments  $9,860,000 

Current  assets  excluding  M&S 53,415,723 

Other    deferred    debts    (30%    of    book 

value)   700,451 

Total $63,976,174 

Schedule   B 

Total  taxable  property — undepreciated—  $1,026,868,064 

Total  cost  of  motor  vehicle  equipment 12,885,093 

Total  cost  of  property $1,039,753,157 

Percent  taxable 98.76% 
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LETTER  OF  TRANSMITTAL 

58019 

CuTHBERT  E.  Reeves,  Consulting  Engineer 

Buffalo,  N.Y.,  December  15,  1958 

Hon.  Glenn  E.  Coolidge,  Chairman 
and  Members  of  the  Joint  Interim 
Committee  on  Assessment  Practices 

Gentlemen  :  Pursuant  to  the  requirement  in  contract  dated  Janu- 
ary 17,  1958,  whereby  you  retained  me  as  a  consultant,  my  final  report 
upon  findings  and  recommendations  is  sent  to  you  herewith. 

My  state-wide  investigation  of  assessing  procedures  and  assessments 
and  of  operations  in  the  numerous  county  assessing  departments  has 
convinced  me  that  the  standard  of  uniformity  being  attained  in  Cali- 
fornia definitely  is  higher  than  I  have  found  in  other  states.  The  great 
disparity  between  assessment  levels  of  public-utility  and  ordinary 
property  arises  chiefly  from  a  basic  difference  in  administrative  poli- 
cies rather  than  from  appraisal  practices. 

The  task  of  assembling  the  great  volume  of  factual  information 
underlying  this  report  has  been  facilitated  greatly  by  the  intelligent 
and  interested  co-operation  of  state  and  county  personnel,  too  many 
to  enumerate  and  thank  individually. 

This  has  been  an  interesting  and  pleasant  assignment.  If  statements 
in  this  report  provoke  questions  that  I  am  qualified  to  answer,  I  shall 
endeavor  to  do  so. 

Respectfully  submitted, 

CuTHBERT  E.  Reeves,  Consultant 
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SCOPE  OF  REPORT 

Most  of  the  discussion  herein  pertains  partieulaHy  to  tlie  fidd 
of  assessment  administered  by  local  assessors,  county  atid  <'ity.  But, 
there  are  a  few  phases  of  this  inquiry  wherein  full  exploration  of  the 
local  aspect  involves  some  consideration  of  the  concomitant  pul-lic- 
ntility  elements. 

3.ry  study  of  the  numerous  reports  upon  this  subject  previously 
compiled  has  prompted  the  preparation  of  my  report  in  a  form  which 
it  is  believed  will  facilitate  assimilation  of  the  cardinal  features  both 
quickly  and  easily  and  also  will  present  in  more  detailed  manner  the 
factual  data  assembled  and  the  conclusions  drawn  therefrom. 

iViy  role  as  consultant  in  this  survey,  as  in  others,  has  been  that  of 
]ilannin<i'  and  guiding:  the  scope  and  nietliod  of  itivestigation,  tlic  col- 
lection of  relevant  data  and  the  assembly  of  that  information  for  sub- 
mis>,ion  to  the  committee,  with  appropriate  recommendations. 

So  many  facets  of  this  statewide  survey  liave  developed  which  by 
themselves  would  warrant  extensive  exploration  and  reporting  that  it 
lu?s  been  difficult  to  confine  our  investigation  to  the  prescript  in  my 
contract  that  our  studies  of  certain  features  should  be  made  oidv  to  the 
extent  necessary  to  answer  tlie  three  cardinal  questions. 

A  few  departures  from  that  rule  have  been  deemed  justifiable.  AVo 
h;!ve,  however,  limited  our  discussion  in  this  repoi't  primarily  to  tlie 
l-.ey  ])roblem  of  intercounty  equalization,  with  secondary  attention  being 
given  intracounty  equalization  so  tl;at  we  will  not  fail  to  achieve  any- 
thing because  we  scattered  our  fire.  After  solution  of  these  proldems 
in  the  present  session  of  the  Legislature,  attention  should  bo  given 
to  the  many  lesser  problems  w'".ich  contin.nally  pl:i';ue  assessors  through- 
out the  State. 

Inasmuch  as  the  valuation  of  real  property  is  not  an  exact  science, 
full  value  figures  for  individual  parcels  cannot  be  fixed  indisputably 
by  an  assessor  or  by  any  other  appraiser.  Consequently,  the  ratios 
drawn  from  comparison  of  sample-appraisals  and  sample-sales  (which 
also  represent  appraisals)  with  assessments  as  set  by  appraisals  are 
only  api)roximations,  regardless  of  the  near  perfection  that  may  be 
attained  in  the  technique  used  in  the  selection  of  samples. 

From  all  the  evidence  collected  and  examined:  sale-price  and  snmple- 
appraisal  indications,  specific  field  investigations  and  admissions  by 
the  assessors  themselves,  the  conclusion  is  inescai)able  that  tiie  findings 
by  the  State  Board  of  Equalization  as  to  the  range  of  county  levels, 
and  their  statewide  average,  are  approximately  correct  as  to  courity 
assessments  made  primarily  for  county  purposes. 

The  number  and  magnitude  of  inequities  that  arise  from  intra- 
county lack  of  equalization  in  assessment  of  ordinary  property  can  be 
minimized  by  continuation  and  augmentation  of  the  State  Board  of 
Equalization  supervision  and  assistance  program.  That  also  will  im- 
prove the  status  of  intercounty  equalization  so  far  as  ordinary  properly 
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is  concerned.  Equalization  between  ordinary  property  and  public  utility 
assessments,  and  elimination  of  the  confusion  in  city  assessments  can 
be  achieved  by  the  adoption  and  enforcement  of  a  common  level  for  all 
ad  valorem  assessments. 

Many  of  the  administrative  and  technical  changes  needed  would  be 
supplied  by  making  effective  the  sections  of  the  Revenue  and  Taxation 
Code  now  held  in  abeyance,  commonly  referred  to  as  being  in  Chap- 
ter 1466. 
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JO!NT  ANSWERS  TO  QUESTIONS  PROPOUNDED 
IN   SENATE  CONCURRENT  RESOLUTION   No.  92 

QUESTION    No.    1 

7/  is  imi)ossihJc  io  d(  tcrmiiie  the  market  value  of  the  several  classes 
of  property  on  the  same  basis,  because, 

(it)  State-assessed  property  is,  by  nature,  economicalhf  diffcrpnt 
from  some  locally -assessed  property? 

(h)  Some  types  of  locally-assessed  properties  are,  by  nature,  eco- 
nomically different  from  some  other  types  of  locally -assessed 
property? 

We,  jointly,  have  answered  that  there  are  differences  which  require 
the  adoption  of  various  appraisal  procedures  and  varjdng  degrees  of 
consideration  for  certain  factors,  but  that  all  classes  of  property  can 
be  rated,  finally,  in  terms  of  full  cash  value  or,  as  commonly  worded, 
market  value,  (page  169) 

QUESTION    No.   2 

Is  state-assessed  property  valued  at  the  same  level  as  local-assessed 
is  being  assessed  by  county  assessors? 

Mr.  Chapman  and  I  have  answered  jointly  that  they  are  not  at  the 
same  level :  that  state  assessments  approximate  the  reputed  50  percent 
level  of  full  cash  value,  and  that  local  assessments  generally  range 
between  20  percent  and  30  percent,  the  statewide  average  being  approx- 
imately 25  percent,  (page  170) 

QUESTION   No.   3 

Are  the  equity  requirements  of  the  California  property  tax  structure 
now  being  fulfilled? 

Mr.  Chapman  and  I  have  answered  jointly  that  they  are  not  now 
complied  with,  (page  170) 
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JOINT  RECOMMENDATIONS 

As  part  of  our  joint  report,  Mr.  Chapman  and  I  have  made  five 
specific  recommendations.  Recited  briefly,  they  are : 

1.  That  the  definition  of  "value"  for  assessment  purposes  be  clarified, 
and  that  the  tei'm  "market  value"  be  used  exclusively  as  the 
abbreviated  form  of  that  definition.  (p;i<ie  1-16) 

2.  That  a  level  of  assessment  less  than  full  value  be  legalized :  said 
level  to  be  higher  than  the  prevailing  average  of  county  assess- 
ments; and  the  transition  to  said  common  standard  be  accom- 
])lished  during  a  specified  period,  say  10  years,   (page  171) 

3.  That  the  assessing  of  nonoperating  properties  owned  by  public 
utility  companies  be  performed  by  county  assessors  upon  notifica- 
tion by  the  State  Board  of  Equalization.  Also,  most  pipelines,  etc., 
listed  ni  Sec.  14,  Art.  XIII.  (page  172) 

4.  That  the  assessing  of  all  operating  properties  of  companies  per- 
forming public  utility  functions  be  done  by  the  State  IJojird  of 
E(iualization.  (page  172) 

5.  That  the  State  Board  of  Equalization  publish  annually  its  findings 
as  to  tlie  equalization  ratio  in  each  countv  and  other  tax  districts, 
(page  181) 

FINDINGS 

1.  The  evidence  examined  supports  generall}^  the  findings  of  the 
State  Board  of  Equalization  that  levels  of  assessments  made  by 
county  assessors  are  between  20.5  percent  to  29.5  percent  of  full 
value,  (page  155) 

2.  Study  of  the  ratios  between  valuations  found  by  the  Research  and 
Statistics  Division  sample  appraising  indicate  that,  generally,  the 
very  low-value  classes  of  realty  are  also  those  which  are  assessed 
at  the  lowest  level.  The  trend  toward  higher  assessment  levels  for 
the  more  valuable  properties  is  more  evident  in  the  residential  and 
commercial  groups,  (page  154) 

3.  Excellent  progress  is  being  made  toward  equalization  through 
co-operation  between  the  State  Board  of  Equalization's  Division 
of  Assessment  Standards  and  the  58  county  assessors,  (page  181) 

4.  Appellate  procedures  are  inadequate,  (page  184) 
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RECOMMENDATIONS 

1.  Each  county  and  each  city  assessor  should  state  publicly  each  year 
the  rate  at  which  he  professes  to  assess  property,  (page  182) 

2.  The  timetable  of  assessing  should  be  changed  to  permit  the  introduc- 
tion of  a  "grievance  period"  during  which  the  assessment  roll  may 
be  inspected  and  the  assessor  ma}^  make  proper  adjustments,  (page 
184) 

3.  Permissive  legislation  should  be  enacted  which  would  allow  any 
county  wiiich  so  desires  to  establish  an  appeals  board,  separate  from 
the  board  of  supervisors,  which  would  assume  the  supervisors'  equal- 
ization functions.  Appellate  jurisdiction  over  county  boards  of 
equalization  or  appeals  boards  should  lie  with  the  State  Board  of 
Equalization,  (page  186) 

4.  County  assessors  should  be  required  to  collect  sale  information  and 
report  same  periodically  to  the  State  Board  of  Equalization  in  the 
manner  to  be  prescribed  by  that  board  which  should  adopt  pro- 
cedures for  collecting,  verifying  and  analyzing  such  sale  information 
and  for  incorporating  the  indications  thereof  in  its  findings  as  to 
equalization  ratios,  (page  166) 

5.  The  State  Board  of  Equalization  should  amplifj-  its  "sampling- 
appraisal"  procedure  so  that  it  will  produce  evidence  as  to  the 
relation  of  assessments  of  property  types,  to  supplement  the  present 
findings  in  terms  of  value-strata,  (page  167) 

6.  The  State  Board  of  Equalization  should  make  a  special  study  of  the 
practice  current  among  county  assessors  in  appraising  important 
income-producing  properties  for  the  purpose  of  reconciling  the 
treatment  of  income  taxes  thereon  with  the  procedure  in  that  respect 
used  in  its  valuation  of  public  utility  properties,  (page  186) 

7.  Counties  should  be  required  to  give  adequate  notice  of  assessment 
increases  to  the  taxpayers  involved,  (page  183) 

RECOMMENDATIONS    REQUIRING   CONSTITUTIONAL   AMENDMENT 

Joint  Nos.  1,  2,  3  and  4 ;  Reeves  No.  3. 

RECOMMENDATIONS    REQUIRING   LEGISLATION 

Joint  No.  5 ;  Reeves  Nos.  1,  2  and  7. 

RECOMMENDATIONS    REQUIRING   ONLY  ADMINISTRATIVE   ACTION 

Reeves  Nos.  4,  5  and  6. 
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FULL  REPORT 

1.  VALUE  FOR  PROPERTY  TAX  PURPOSES 

One  of  the  basic  problems  confusing:  the  assessment-equalization  pic- 
ture is  the  multiplicity  of  terminologies  for  "value"  and  the  widespread 
variation  in  their  definitions.  Three  different  terms  are  used  in  three 
separate  sections  of  the  Constitution.  These  same  three  terms  appear 
variously  in  certain  sections  of  the  property  tax  laws.  In  the  revision 
of  tax  laws  commonly  referred  to  as  Chapter  1466  the  term  "market 
value"  seems  to  have  superseded  those  formerly  used.  Those  revisions 
have  been  held  in  abeyance,  but  the  adoption  of  "market  value"  therein 
is  significant.  Many  of  the  sections  where  the  various  terms  appear  are 
listed  at  the  end  of  this  section. 

Section  110  of  the  Revenue  and  Taxation  Code  defines  "value,"  "full 
cash  value"  or  "cash  value"  as  being  "the  amount  at  which  property 
would  be  taken  in  payment  of  a  just  debt  from  a  solvent  debtor."  It 
has  been  proposed  that  the  term  "market  value"  be  defined  in  the  same 
way.  That  would  be  a  perversion  of  this  time-honored  and  universally 
accepted  term.  The  vital  defect  in  this  definition  is  the  fact  that  there 
is  no  way  to  establish  authoritatively  what  the  "amount"  mutually 
agreeable  to  debtor  and  creditor,  acting  without  compulsion,  would  be. 
Such  negotiations  seldom  occur,  and  when  perfected  are  not  recorded 
in  the  manner  customary  for  sale  and  mortgage  instruments.  There  is 
no  pool  of  information  whereby  appraisals  of  property  based  upon 
hypothetical  values  for  liquidating  debt  can  be  checked  against  actual 
transactions. 

If  Section  110  were  rewritten  to  provide  that  "value"  means  "market 
value"  as  evidenced  by  sales  negotiation  between  informed,  able  and 
willing  seller  and  purchaser  under  no  compulsion,  the  definition  would 
be  better  and  more  positive. 

That  construction  would  be  welcomed  by  many  county  assessors  as 
conforming  to  their  interpretation  of  the  present  wording  of  Section 
110.  For,  particularly  in  those  counties  which  recently  have  had  phe- 
nomenal growth  in  population,  there  is  a  firm  conviction  that  prices 
paid  for  many  residential  properties  are  substantially  higher  than  the 
"just  debt"  definition  of  value.  They  believe  that  the  amount  accept- 
able in  payment  of  a  debt  would  discount  liberally  that  portion  of  a 
sale  price  which  reflects  inflation,  the  influence  of  governmental  under- 
writing, minimum  or  no  downpayment  and  other  criteria  of  this  free- 
spending  era. 

Consultant  Chapman  and  I  have  agreed  that  the  "market  value" 
terminology  should  be  made  the  standard  in  California  law.  An  ampli- 
fied discussion  may  be  found  under  our  Joint  Recommendation  No.  1 
in  our  joint  report. 
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REFERENCES    IN    CONSTITUTION   AND   STATUTES   TO   TERMS 
DEFINING   PROPERTY   VALUE   FOR   TAXATION 

(See  full  discussion  in  pp.  72-75,  Tart  4,  Lef,'al  History  of 
Property  Taxation  in  California,  1953.) 

1.  Art.  XI,  Sec.  12:  "All  property  subject  to  taxation  shall  be  assessed 
for  taxation  at  its  fvll  cash  value." 

2.  Art.  XIII,  Sec.  9 :  "*  *  *  and  make  the  assessment  conform  to  the 
true  value  in  money  of  the  property  *  *  *." 

3.  Art.  XIII,  Sec.  14:  "*  *  *  shall  be  assessed  annually  by  the  State 
Board  of  Equalization,  at  the  actual  value  of  such  property." 

Property  Tax  Law 

4.  Sec.  110:  "Value,"  "full  cash  value,"  or  "cash  value"  means  the 
amount  at  which  property  would  be  taken  in  payment  of  a  just 
debt  from  a  solvent  debtor."  "In  determining  the  "actual  value" 
of  intangible  personal  property.  *  *  *" 

5.  Sec.  401 :  ' '  Except  as  provided  in  this  part,  all  taxable  property 
•   shall  be  assessed  at  its  full  cash  value." 

6.  Sec.  602 :  ' '  Contents.  This  local  roll  shall  show ;  *  *  *. 

(e)  The  cash  value  of  real  estate,  except  improvements. 

(f )  The  cash  value  of  improvements  on  the  real  estate. 

(g)  The  cash  value  of  improvements  assessed  to  any  person.  *  *  * 
(h)   The  cash  value  of  possessory  interests. 

( i )   The  cash  value  of  personal  property.  *  *  * 
{I)   The  achm^  raZi^e  of  solvent  credits.  *  *  *" 

7.  Sec.  751 :  ' '  The  board  shall  assess  all  state  assessed  property  at  its 
actual  value.  *  *  *" 

8.  Sec.  755^ :  ' '  Tabulations  showing  market  value.  *  *  *  board  shall 
prepare  tabulations  showing  its  determination  of  the  market  value 
of  all  state  assessed  property,  and  these  tabulations  shall  be  open 
for  inspection  by  all  persons  interested. ' ' 

9.  Sec.  756^:  "Redeterminations,  *  *  *  the  owner  or  assessee  of  any 
state  assessed  property  shall  be  heard  by  the  board  on  a  petition 
for  redetermination  of  the  market  value  of  the  property." 

10.  Sec.  757^:  "Entry  upon  the  board  roll.  *  *  *  after  equalization, 
entered  upon  the  local  roll  in  relation  to  the  market  value  of  prop- 
erty there  assessed." 

11.  Sec.  1831^:  "Board  determines  relation  between  total  assessment 
(land,  improvements  and  tangible  personality)  and  market  value. 
As  a  basis  for  this  determination,  the  board  shall  consider  sales  and 
other  appraisal  data  compiled  by  appraisers  competent  to  determine 
the  market  value.  (See  also  Sec.  1832.) 

12.  Sec.  2001^:  "The  board  shall  also  certify  to  the  Governor  its  de- 
termination of  the  ratio  between  assessed  and  market  value  of  all 
such  property.  *  *  *" 

13.  Sec.  2002^ :  "  If  the  percentage  of  assessed  to  market  value  *  *  * 
differs  from  the  statewide  average  of  assessed  to  market 
value.  *  *  *" 

14.  Senate  Concurrent  Resolution  No.  92,  Sec.  1 :  "  determine  the 
market  value  of  the  several  classes  of  property  on  the  same  basis." 

1  An  element  of  Chapter  1466  now  held  in  abeyance. 
N.B. — Elmphasis  supplied. 
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2.  LOCAL  ASSESSMENT  RATIOS  AND  THEIR  DETERMINATION 

Several  approaches  were  made  to  the  problem  of  determining  the 
actual  level  of  assessment  ratios  existing  in  local  jurisdictions. 

The  principal  approach  was  a  program  of  collecting  sales  informa- 
tion in  nine  of  the  largest  counties.  In  addition  we  collected  a  large 
number  of  comparable  sales  used  by  the  Division  of  Highways  in 
appraising  land  for  right-of-ways,  we  surveyed  the  ratios  derived  by 
the  State  Board  of  Equalization  and  analyzed  a  sample  of  their  sample 
in  detail,  we  studied  the  sales  ratio  findings  of  the  United  States 
Bureau  of  the  Census,  we  analyzed  a  number  of  bank  appraisals  of 
large  commercial  and  industrial  properties,  we  reviewed  downtown 
assessment  appraisals  in  five  large  cities  and  we  obtained  many  as- 
sessors' personal  opinions  of  the  ratios  they  are  assessing  at. 

The  Division  of  Highways'  appraisal  files  contain  many  records  of 
sale  transactions  which  were  assembled  by  their  appraisers,  and  con- 
sidered by  them.  The  data  in  these  sale-records,  which  we  thought 
might  be  informative,  have  been  transcribed  and  assembled. 

Dr.  Kuznets  also  made  certain  studies  of  the  sampling-appraisal 
operations  by  the  State  Board  of  Equalization  which  supplement  my 
own  investigations,  reported  below  in  this  section,  of  board  procedures. 
Dr.  Kuznets  has  discussed  his  findings  in  his  report. 

In  San  Francisco  County,  appraisal  data  concerning  several  liundred 
properties  has  been  made  available  to  the  survey  by  one  of  the  banks. 
A  smaller  number  were  likewise  made  available  for  Los  Angeles  County. 
Tlie  information  therein  has  been  analyzed  by  Dr.  Kuznets,  and  his 
tabulation  of  that  also  is  discussed  in  this  report. 

INDICATIONS   OF   SALE-PRICE:   ASSESSMENT    RATIO   SURVEYS 

A  logical  source  of  information  was  the  sales-record  files  of  assessors' 
offices.  Staff  Director  Holl  arranged  with  the  assessors  of  nine  counties 
for  sales  surve.ys  made  by  survey  personnel  with  full  co-operation  by 
the  county  staff.  The  technical  phases  of  assembling  and  analyzing 
the  collected  data  were  under  the  direction  of  Dr.  Kuznets.  The  tab- 
ular presentation  of  this  material,  to  which  I  refer  below,  may  be 
found  in  the  Kuznets  report. 

The  data  collected  has  been  assembled  by  him  in  his  Tables  1,  3,  5,  6, 
and  7.  The  quartile  figures  stated  in  his  tables  are  the  basis  for  our 
definitions  of  the  ratio-zones  within  which  lie  50  percent  of  the  number 
of  sales  in  the  various  groups. 

From  tliese  tables  it  can  be  seen  that,  generally,  bare  land  is  rela- 
tively underassessed,  and  that  the  simple  average  of  the  county  medi- 
ans indicates  that  the  general  level  of  assessments  is  at  about  22  per- 
cent of  sale-prices.  But,  the  Aveighted  average,  as  influenced  by  the 
dominant  representation  of  Los  Angeles  sales  in  this  tabulation  (31,768 
out  of  54,127),  is  lowered  to  20.2  percent. 

From  this  summary  it  can  be  seen  that  in  every  county  except  San 
Francisco  bare  land  is  assessed  substantially  lower  than  improved  prop- 
erty. It  appears  that  the  weighted-average  of  all  the  sales  indicates 
a  20.2  ratio,  but  elimination  of  the  Los  Angeles  County  sales,  which 
constitute  about  60  percent  of  the  number,  raises  the  weighted-aver- 
age to  22.8. 
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Examination  of  tlie  data  for  tlie  individual  counties  discloses  that 
in  every  county  the  trend  from  low  assessment  ratio  for  low-valued 
properties  to  hig^h  for  higher-valued  can  be  seen.  It  is  interesting  to 
note  also  that  the  four  counties  in  which  bare  land  assessments  are 
abnormally  low,  Alameda,  Contra  Costa,  San  Diego  and  San  Mateo,  are 
those  in  which  our  field  investigators  were  told  that  this  iueciuity  was 
known  and  that  plans  had  been  made  for  correction  of  those  conditions. 

Table  14  is  an  arrangement  of  the  evidence  as  to  assessment-levels 
in  San  Francisco  and  Los  Angeles  collected  by  the  survey  staff  and 
analyzed  by  Dr.  Kuznets  from  appraisals  of  realty  made  for  one  of 
the  big  banks  in  the  course  of  its  mortgage  lending  operations.  This 
tabulation  shows  the  medians  of  343  ratios  for  appraised-valuations  vs. 
assessments  in  five  use-types  of  San  Francisco,  and  for  105  of  two 
types  in  Los  Angeles  County,  classified  by  the  standard  State  Board 
of  Equalization  assessed-value  strata.  For  both  counties,  the  medians 
are  stated  in  terms  of  two  methods  of  appraisal :  capitalized  income 
valuation,  and  summation  value  found  by  adding  together  separately 
appraised  valuations  of  land  and  of  improvements  depreciated  (pre- 
sumably) only  for  ordinarily  observable  physical  and  functional  depre- 
ciation. 

An  interesting  aspect  of  these  comparative  sets  of  figures  is  the 
remarkably  small  divergence  between  the  figures  produced  by  these 
ordinarily  divergent  methods.  The  medians  in  the  total  lines,  as  taken 
from  Kuznets'  tabulation,  indicate  closer  relationship  between  the 
capitalized  income  value  and  summation  value  ratios  in  each  use-type 
group  than  prevails  in  the  value-classes  of  those  groups.  But,  except 
for  $100,000-$499,999  stratum  of  the  commercial,  the  small  differences 
between  the  two  sets  of  ratios  (mostly  10  to  15  percent)  indicate  that 
the  summation  appraisal  procedure  included  appropriate  allowances 
for  all  the  economic  factors  which  may  have  affected  the  valuations 
determined  by  income-capitalization. 

The  total  ratios  for  all  use-type  groups,  except  residential,  support 
the  indications  of  Kuznets'  Table  10  that  assessments  in  San  Fran- 
cisco are  at  a  higher  level  than  in  most  other  counties.  The  same  infer- 
ence can  be  drawn  from  the  figures  for  Los  Angeles  County,  but  in 
lesser  degree. 

INDICATIONS   OF   STATE    BOARD   OF   EQUALIZATION   APPRAISAL: 
ASSESSMENT    RATIO   SURVEYS  ' 

Extensive  surveys  of  the  equalization  data  to  be  found  in  the  sample- 
appraisal  files  of  the  Research  and  Statistics  Division  of  the  State 
Board  of  Equalization  have  been  conducted  by  the  survey  staff  under 
the  consulting  supervision  of  Dr.  George  Kuznets. 

Kuznets'  Table  11  has  been  compiled,  or  computed  from,  data  given 
for  8,200  appraisals.  One  conclusion  that  can  be  drawn  from  these 
figures  is  that  the  very  low  assessed-value  classes  escape  with  low 
assessment  ratios  in  all  the  four  use-type  groups.  The  trend  toward 
higher  assessing  for  higher-valued  properties  is  observable  in  the  resi- 
dential and  commercial  groups,  but  not  so  in  farm  and  industrial.  The 
weighted  averages  of  the  estimated  ratios  in  each  group  indicate  that 
farm  properties  are  assessed  at  the  lowest  level;  residential  and  indus- 
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trial  about  20  percent  higher;  commercial  still  higher,  by  about  15 
percent. 

Kuznets'  Table  13  shows  the  totals  for  the  5,576  property  samples 
distributed  among  21  counties.  The  figures  for  the  individual  counties 
are  probably  too  unstable  to  be  treated  separately:  the  totals  shown 
here  have  been  computed  as  weighted  averages  of  the  estimated  ratios 
listed  for  the  various  counties.  These  averages  indicate  a  high  degree 
of  consistency  between  use-type  groups,  and  give  much  higher  ratings 
for  farm  and  industrial  than  in  Kuznets'  Table  11. 

Kuznets'  Table  12  is  a  rearrangement  of  that  data  for  3,839  sample 
appraisals  of  personalty  made  in  58  counties.  In  this  tabulation  there 
are  very  definite  indications  that  the  low-value  classes  are  assessed  at 
much  lower  ratios  to  their  value  than  the  higher-valued  classes.  The 
weighted  averages  of  class  medians  computed  by  us  indicate  again  that 
farm  personalty  receives  preferential  assessing.  The  other  three  use- 
type  groups  conform  closely  to  the  reputed  25  percent  of  local  assess- 
ments. 

Kuznets'  Table  10  lists  only  the  totals  of  the  3,840  appraisals  as 
made  in  58  counties.  The  figures  for  land  and  for  improvements,  stated 
separately  in  that  table,  indicate  that  residential  land  and  farmland 
generally  are  assessed  at  lower  levels  than  commercial  and  industrial. 
One  surprising  feature  of  the  personalty  ratios  is  that  residential  is 
higher  than  the  other  three  types  in  23  counties. 

STUDY   OF   APPRAISAL-SAMPLING   BY   THE    RESEARCH   AND   STATISTICS 
DIVISION    OF   THE   STATE   BOARD   OF   EQUALIZATION 

This  division  of  the  State  Board  of  Equalization  performs  several 
functions  but  the  phase  of  its  activity  with  which  this  survey  is  con- 
cerned is  the  determination  by  it  of  the  rates  of  assessment-level  preva- 
lent in  the  58  counties  of  the  State.  The  principle  purpose  of  those 
findings  is  to  keep  the  board  informed  as  to  the  status  of  intercounty 
and  intracounty  equalization  throughout  the  State,  so  that  the  super- 
visory responsibility  of  the  board  may  be  performed  properly. 

The  board  has  given  cognizance  to  such  reports  by  ordering  certain 
counties  to  make  changes  which  were  intended  to  improve  intercounty 
equalization,  but  it  has  ignored  the  great  disparity  between  the  level 
of  public-utility  assessments  made  by  its  own  Valuation  Division  and 
the  levels  of  local  assessment  reported  by  its  Research  and  Statistics 
Division. 

In  making  its  investigations  and  findings  as  to  the  current  levels 
of  assessing,  the  Research  and  Statistics  Division  depends  principally 
upon  appraisal-sampling  by  its  staff.  The  reasons  for  adopting  this 
method  of  testing  have  been  explained  by  the  division  in  various  past 
publications  and  need  not  be  repeated  here.  Nor  is  there  need  for 
describing  in  detail  the  methods  used  in  selecting  the  properties  used 
as  criteria;  that  subject  is  to  be  reported  to  you  fully  by  Dr.  Kuznets. 
Suffice  it  to  state  that  the  basic  feature  of  the  procedure  is  the  selec- 
tion of  properties  representative  of  certain  assessment-level  groups,  in 
numbers  sufficient  to  satisfy  statistical  requirements.  From  the  local- 
assessment  roll  in  each  county,  the  required  number  for  each  assess- 
ment-level group  is  drawn  by  a  controlled,  random  procedure  which 
aims  to  secure,  also,  appropriate  geographic  dispersion.  The  properties 
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SO  selected  are  inspected  in  the  field  by  staff  appraisers  who  make  very 
detailed  notes  as  to  the  physical  characteristics  of  the  land  and  the 
structures  thereon,  secure  information  from  the  owner  or  occupant  as 
to  age,  cost,  rentals,  etc.,  and  collect  supporting  data  as  to  sales,  land 
prices  and  economic  trends  from  vicinity  realtors,  and  others. 

The  practice  has  been,  generally,  to  list  and  appraise  tangible 
personalty  at  the  same  time  as  the  real  estate  is  inspected,  but  in 
some  cases  personalty  is  made  the  object  of  a  separate  visit;  e.g.  inven- 
tories of  important  retailers  or  wholesalers. 

The  Research  and  Statistics  Division  has  decentralized  its  appraisal 
work  and  its  agents  now  operate  out  of  five  district  offices :  Sacramento, 
Hayward,  Redwood  City,  Fresno  and  Los  Angeles.  Each  office  has  a 
staff  of  appraisers  under  the  supervision  of  a  district  chief. 

Because  of  the  great  geographic  dispersion  of  the  samples,  the  field 
appraisers  are  away  from  their  headquarters  for  lengthy  periods  of 
time.  Therefore,  they  are  equipped  with  copies  of  the  appraisal  hand- 
book and  with  computing  machines  and  supplies  generally.  Thus  they 
are  able  to  perform  all  the  appraisal  functions  while  in  the  field,  with 
a  minimum  loss  of  time  because  of  bad  weather  or  traveling.  All  reports 
compiled  while  in  the  field  are  reviewed  at  district  headquarters  and 
special  problems  are  given  appropriate  consideration  there.  As  a  rule, 
the  notes  and  details  of  appraisals  are  kept  at  the  district  offices,  only 
summarized  reports  upon  prescribed  forms  being  sent  to  the  main  office 
at  Sacramento. 

During  my  frequent  visits  to  Sacramento,  I,  personally,  had  many 
opportunities  to  discuss  various  phases  of  appraisal  techniques  with  the 
staff  there,  and,  in  the  course  of  his  field  studies,  my  associate,  Mr. 
Laport,  spent  many  days  with  the  staff  in  district  offices.  We  both  were 
deeply  impressed  by  the  thorough  understanding  of  their  duties  dis- 
played by  their  men  and  by  the  interest  and  diligence  manifested  in 
the  performance  of  their  assignments. 

In  order  to  gain  some  first-hand  knowledge  of  the  appraisal  perform- 
ance of  the  division  staff,  and  thus  be  better  qualified  to  express  an 
opinion  as  to  the  dependability  of  their  appraisals  upon  which  the  find- 
ings of  assessment  levels  are  founded,  it  was  obvious  that  careful  review 
of  those  appraisals  was  required.  Mr.  Laport  was  given  this  assignment. 
His  long  experience  as  a  reviewer  in  the  City  of  Buffalo  revaluation, 
and  his  detailed  study  of  the  composition  of  the  California  Assessors' 
Handbook  made  him  the  logical  person  for  that  survey. 

The  appraisal  files  in  three  district  offices  were  examined,  Sacra- 
mento, Hayward  and  Los  Angeles.  (Redwood  City  and  Fresno  offices 
have  been  opened  since  this  survey.)  His  procedure  has  been  to  discuss 
with  the  head  of  each  district  office  the  way  in  which  that  office  is  oper- 
ated, the  volume  of  appraisal  data  available  and  the  best  means  of  con- 
ducting his  inquiry. 

The  planned  program  of  the  Research  and  Statistics  sampling  is  to 
cover  Los  Angeles  County  every  year  and  operate  in  the  other  counties 
every  third  year.  During  1957-58,  it  made  5,801  sample  appraisals  of 
various  types  of  realty  and  personalty  in  16  counties.  We  estimated  that 
about  500  of  these  sample  appraisals  could  be  reviewed  with  the  limita- 
tions of  time  and  money  available.  In  order  to  secure  the  desired  scatter 
of  our  testing  by  types  of  property,  value-class  and  location,  it  became 
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necessary  to  take  some  of  the  samples  from  the  files  of  appraisals  made 
by  the  Research  and  Statistics  Division  in  the  preceding  year. 

In  the  district  offices,  the  appraisal  reports  are  filed  for  each  county 
by  types  of  property.  Having  determined  the  general  pattern  for  our 
sampling,  every  tenth  appraisal  was  examined  in  all  counties,  except 
that  more  of  the  high-value  classes  were  taken  because  they  were  rela- 
tively scarce.  Each  of  the  selected  appraisal  reports  was  examined 
thoroughly,  to  ascertain  how  closely  the  Research  and  Statistics  Divi- 
sion (R&S)  appraisals  followed  the  procedure  embodied  in  the  Division 
of  Assessment  Standards'  (DAS)  handbook,  and  to  rate,  impression- 
istically,  the  validity    of  the  appraised  value. 

This  review  process  generally  comprised  scanning  the  notes  and 
photographs  descriptive  of  the  structures  and  the  vicinity  of  the  prop- 
erty, comparison  of  the  ratings  of  cost  and  depreciation  with  the  DAS 
standards,  and  comparison  of  the  final  appraised  valuation  with  the 
sale-price  data  included  in  the  subject  file.  Many  of  these  files  contained, 
also,  a  report  upon  tangible  personalty  found  on  the  property.  As  to 
that,  we  have  no  basis  for  comment. 

Generally,  we  found  that  the  appraisal  performance  conformed  satis- 
factorily to  the  DAS  standards  recommended  to  local  assessors  and 
used  by  most  of  them.  One  departure  from  that  practice,  which  we 
noted  in  some  cases,  was  the  treatment  of  depreciation.  The  DAS  urges 
that  no  deviation  from  the  standard  method  of  depreciating  be  made, 
except  as  noted  on  a  summary  sheet  and  then  only  for  a  special  reason 
that  should  be  stated.  The  R&S  appraisers  may  depart  from  that  prac- 
tice, according  to  what  they  judge  to  be  warranted  for  a  given  condi- 
tion. That  difference  in  practice  is  not  cited  here  by  way  of  criticism. 
In  appraising  real  property  for  assessment  purposes  the  cardinal  prin- 
ciple is  to  adopt  methods  that  will  develop  maximum  uniformity  in 
procedure  and  also  produce  consistent  valuations.  In  sampling  opera- 
tions, such  as  the  R&S  appraisals,  the  objective  is  to  discover  the  rela- 
tion of  those  presumably  consistent  valuations  to  another  standard; 
to  wit,  market  value.  That,  obviously,  may  justify  giving  more  consider- 
ation to  certain  value  influences  in  one  case  than  in  another. 

EQUALIZATION    INDICATED   BY   THE    RESEARCH   AND   STATISTICS    DIVISION 
SAMPLE-APPRAISALS    REVIEWED    IN   THE    DISTRICT   OFFICES 

The  distribution  of  the  504  sample  appraisals  of  realty  reviewed  is 
shown  in  appended  Table  1.  Briefly  stated,  118  were  properties  in  seven 
counties  of  the  Sacramento  District;  100  were  in  four  counties  of  the 
Hayward  District ;  and,  286  were  in  the  Los  Angeles  District.  In  addi- 
tion, the  reporting  of  personalty  in  129  of  these  files  was  scanned. 

In  most  of  the  counties  the  appraisals  reviewed  comprised  samples  of 
all  the  principal  use-types  of  property  and  represented  most  of  the 
assessment-value  classes  used  by  R&S  as  the  basic  element  in  its 
selection  procedure.  In  some  of  the  "timber"  counties,  the  sample  prop- 
erties were  mostly  timber  tracts. 

\ye  have  compiled  some  tables  which  show  the  ratios  indicated  by 
various  groups  of  the  samples  reviewed  by  us  and  the  overall  ratios  for 
the  various  classes,  for  the  purpose  of  comparing  these  indications  of 
selected  groups  with  the  factors  deduced  by  Dr.  Kuzuets  from  more 
voluminous  assemblies  of  sale  and  appraisal  data, 
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One  demonstration  that  disparity  exists  in  assessments  of  residential 
properties  is  given  by  the  following  snbtable  wherein  the  median  ratios 
of  assessment  to  appraised  value  for  160  samples  in  various  counties 
are  shown: 

Median  ratio, 
Assessment  stratum  percent 

Tinder  $909 l^.O 

$l,000-$4,999 21.2 

ii;r),000-$9,999 22.1 

Another  demonstration  is  in  the  comparison  of  72  assessments  of 
business  properties  in  various  counties  shown  below.  Although  the  range 
between  assessment  classes  is  less  than  in  the  preceding  subtable  (except 
in  the  $100,000-$499,999  stratum),  there  definitely  is  the  same  trend  to 
high  ratio  for  high  assessment  class. 

Median  ratio, 
Assessment  stratum  percent 

Under  $4,999 22.3 

$r),000-$9,999 22.4 

$10,000-$19,999 24.6 

$20,000-$49,999 26.2 

$r)0,000-$90,099 25.7 

$100,000-$499,999 38.7 

$.500,000-$999,999 29.8 

Over  $1,000,000 28.3 

The  third  subtable  of  this  sort  shows  the  disparity  in  the  ratios  of 
127  samples  of  tangible  personalty.  Inventories  definitely  are  assessed 
at  rates  much  higher  than  the  other  two  classes  listed.  But,  that  higher 
rating  may  be  attributed  in  part  to  R&S  use  of  book  values  as  its 
criteria. 

Median  ratio. 
Type  of  personalty  percent 

Household    24.7 

Machinery  and  equipment 26.8 

Inventories    41.2 

The  greater  number  of  reviews  made  by  us  in  Los  Angeles  County 
permits  the  presentation  of  median  ratios  for  more  classifications  of 
property  there.  The  variation  between  most  of  these  classes  is  within  a 
justifiable  range.  The  residential  low-assessment  classes  fall  below  the 
general  level,  and  the  commercial  classes  of  personalty  are  high. 

Property  type  3Iedian  ratio, 

Residential  strata  percent 

Under  $4,999 19.6 

$.^,000-$19,999 22.1 

$20,000-$99,999 23.5 

Multiresidential    25.9 

Commercial    25.4 

Industrial    25.9 

Bare  land 24.3 

Personalty 

Household    24.3 

Machinery   and   Equipment 37.9 

Inventory 41.2 

Table  2  is  an  assembly  of  the  ratios  computed  by  us  from  the  ap- 
praised valuations  and  the  assessments  stated  in  the  respective  R&S 
sample-appraisal  reports.  In  this  table,  the  assessment  percent  of  ap- 
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praised  valuation  is  given  for  the  median  of  the  number  of  samples  in 
each  of  the  State  Board  of  Equalization  value-strata  (assessed  valu- 
ation) in  each  of  eight  use-type  groups,  and  for  three  types  of  tangible 
property. 

The  "low"  and  "high"  ratios  also  shown  do  not  necessarily  indicate 
such  great  variation  in  assessing  as  might  be  inferred  from  the  tremen- 
dous spread  seen  in  many  cases.  These  great  aberrations  may  be  ex- 
plainable, in  some  cases,  by  differences  between  the  assessor's  concept 
of  what  is  assessable  as  realty,  the  date  of  viewing  the  property  and  the 
possibility  of  great  changes  in  its  scope  or  its  physical  condition,  or 
possible  changes  in  the  vicinity  development.  For  example :  conferences 
between  the  R&S  staff  and  assessors  have  discovered  some  cases  where 
property  appraised  by  R&S  as  a  whole  were  then  being  assessed  by 
the  assessor  as  two  separate  parcels,  and  others  where  the  buildings 
were  being  assessed  against  some  other  parcel  in  the  same  ownership. 
We  understand  that  the  R&S  staff  try  to  reconcile  their  appraised 
valuations  with  the  assessments  by  conferring  with  the  assessors.  It  may 
be  that  some  of  the  cited  assessments  which  were  so  much  out  of  line 
have  been  revised  as  a  result  of  such  conferences.  Onh"  specific  review 
in  the  field  can  determine  definitely  whether  these  apparent  disparities 
are  to  be  taken  as  indictments  of  the  assessing  performance.  The  medians 
are  much  better  criteria  of  that  performance,  but  the  small  number  of 
samples  in  some  classes  has  lessened  the  evidential  value  of  the  medians 
deduced  therefrom. 

Bearing  in  mind  that  the  figures  in  this  table  are  the  composites  of 
all  the  reviewed  samples  taken  from  15  counties,  these  verified,  ap- 
praised tests  show  reasonably  good  equalization  as  between  use-types 
of  realty,  except  the  timber  and  miscellaneous  classifications.  Also, 
that  in  the  residential  and  commercial  groups  there  is  evidence  of  higher 
rates  of  assessing  for  higher  valued  properties.  Table  3  is  an  assembly 
of  the  same  ratio  data  as  in  Table  2  in  a  different  pattern.  Here  the 
figures  are  assembled  in  the  same  use-type  groups  for  each  of  12 
counties;  the  number  of  realty  samples  is  359,  the  difference  of  16 
samples  being  those  in  three  counties  included  in  Table  2,  but  too  few 
to  consider  separately  in  this  tabulation. 

Significant  indications  of  this  table  are:  Residential-low-value  classes 
(up  to  $19,999)  show  about  the  same  weighted-averages  of  the  medians 
for  the  12  counties,  and  the  county  variation  from  the  average  of  the 
lowest  classes  (up  to  $1,999)  is  small,  except  that  Nevada  County  is  70 
percent  higher  and  San  Francisco  County  is  23  percent  lower.  The 
two  samples  of  residential-high-value  class  in  Los  Angeles  County  are 
about  10  percent  higher,  but  the  two  in  San  Francisco  County  are 
about  50  percent  above  the  low-value  class  ratings.  The  county  medians 
for  multi-residential  are  fairly  consistent  at  an  average  about  25  per- 
cent above  the  lower-value  ordinary-residential,  but  the  samples  in  this 
group  are  too  few  (11)  to  be  dependable  criteria  for  the  six  counties 
represented. 

In  the  commercial  group,  the  25.1  weighted-average  of  the  county 
medians  conforms  with  the  general  level  of  the  other  types ;  San  Fran- 
cisco County  is  high  (33.2),  as  is  Nevada  County  (3-1.6),  but  there 
were  only  three  samples  in  the  latter  county;  Sierra  County  is  out- 
standingly low  (13.0)  but  that  figure  also  represents  only  three  samples, 
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Again,  the  industrial  group  average  (25.9)  conforms,  but  the  varia- 
tion between  counties  is  great:  from  16.3  in  Santa  Barbara  County  to 
40.4  in  Nevada  County. 

The  weighted-average  of  reviewed  samples  in  agriculture  is  22.4,  but 
in  this  group  the  variation  between  counties  is  great.  Nevada  County 
is  low  (17.5). 

The  group  showing  the  greatest  spread  between  county  medians  is 
timber;  Nevada  County  is  low  (15.1  for  two  samples)  and  Sierra 
County  is  high  (62.3  for  four  samples). 

The  bare  land  group  shows  the  lowest  average  of  county  medians 
(20.6)  with  considerable  variation  between  counties. 

The  general  conclusions  to  be  drawn  from  this  review  of  K&S 
samples  in  12  counties  are  that:  (1)  low-value  residential,  bare  land 
and  agriculture  properties  are  assessed  at  levels  lower  tlian  other  types 
of  realty;  "(2)  commercial  and  industrial  assessments  are  somewhat 
higher;  and,  (3)  high-value  and  multi-unit  residential  assessments  are 
at  the  highest  general  level;  (4)  no  conclusion  can  be  drawn  as  to  the 
rate  at  which  timber  tracts  are  assessed :  the  number  of  samples  is  too 
few  and  the  indicated  spread  is  too  great. 

The  indications  from  reviewing  the  tangible-personalty  samples  shown 
in  Table  3,  Part  2,  are  drawai  from  the  ratios  of  123  appraisals  scattered 
among  seven  counties,  and  cannot  be  taken  as  representative  of  the 
general  status  of  assessing  tlie  three  groups  listed.  From  the  limited 
assembly  of  data  it  appears  that  the  household  type  is  lower  in  rate  of 
assessment  that  the  other  two  classes.  Also,  that  very  great  differences 
in  appraising  personalty  prevail  within  several  of  the  listed  counties : 
that  is  evidenced  by  ratios  of  high  to  low  units  of  6  : 1,  9  : 1,  11 : 1,  30 : 1 
and  even  40  : 1. 

Confirmation  of  these  figures  has  been  received  by  me  and  my  associ- 
ates from  the  several  county  assessors  during  the  course  of  our  program 
of  visiting  assessors'  offices.  All  but  one  of  the  county  assessing  offices 
liave  been  visited  by  one  of  my  associates  or  by  me,  and  in  most  of 
them  we  have  secured  specific  knowledge  of  the  rates  at  w^hich  prop- 
erty is  being  assessed  locally.  The  standard  adopted  for  realty  is,  in 
most  cases,  more  determinable  than  for  personalty.  The  rates  professed 
for  realty  are:  less  than  25  percent  in  eight  counties;  25  percent  in  31 
counties ;  between  25  percent  and  29  percent  in  nine  counties ;  and 
more  than  29  percent  in  nine  counties.  In  one  county,  no  admission  or 
definite  conclusion  could  be  reported.  .Records  of  hearings  during 
various  legislative  inquiries,  and  in  court  proceedings,  show  that  the 
prevalent  claim,  or  aclmission,  is  25  percent. 

Study  of  all  the  evidences  discussed  above  reveals  that  county  assess- 
ment ratios  in  California  lie  within  a  range  of  20.5  percent  and  29.5 
percent  of  market  value,  and  that  assessment  ratios  within  individual 
counties  tend  to  increase  as  value  increases.  Although  my  findings 
confirm  the  findings  of  the  State  Board  of  Equalization's  Research 
and  Statistics  Division,  there  are  several  areas  of  improvement  in  their 
methods  which  would  make  their  results  more  useful.  These  will  be 
discussed  in  Section  3. 

A  rougli  test  of  assessment  levels  can  be  made  by  comparing  assess- 
ments of  various  cities.  Such  comparisons  to  be  most  meaningful 
should  be  on  a  per  acre  and  per  capita  basis.  Even  these  indicators  must 
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be  viewed  in  light  of  the  economic  and  physical  characteristics  of  the 
cities ;  in  other  words  such  things  as  population  per  square  mile  and 
retail  sales  per  capita  must  form  a  backdrop  for  the  assessment  com- 
parisons. 

In  Table  4  we  show  the  area  and  population  for  35  cities  in  California 
for  1957  and  retail  sales  for  1954.  In  Table  5  we  show  the  1957  assessed 
valuations  for  these  same  cities.  Table  6  shows  the  population  density, 
retail  sales  and  assessed  valuations  on  a  per  acre  and  per  capita  basis. 
Table  7  ranks  the  35  cities  by  population  density,  retail  sales  and 
assessed  valuations. 

Ordinarily,  the  cities  of  metropolitan  status  will  also  be  those  having 
the  greatest  density  of  population :  Los  Angeles  and  San  Diego  are 
outstanding  exceptions.  In  a  group  of  cities  fairly  comparable  as  to 
total  population  and  population  density,  their  relative  rankings  as  to 
per  capita  retail  sales,  per  acre  assessments  of  realty  and  per  capita 
assessments  of  realty  and,  less  certainly,  personalty,  will  run  about  the 
same.  In  Table  5  it  will  be  seen  that  the  most  consistent  in  these  rank- 
ings is  Beverly  Hills,  as  assessed  by  the  county.  Although  only  twelfth 
by  population  density,  it  ranks  highest  as  to  retail  sales  per  capita  and 
assessment  of  realty  per  capita  and  per  acre. 

Three  cities  which  are  self-assessed  rate  next  as  to  consistency  and 
high  standing.  They  are  Pasadena,  Bakersfield  and  Sacramento.  The 
relatively  low  standing  of  Oakland  may  be  due  to  its  satellite  relation 
to  San  Francisco :  that  assumption  would  help  to  confirm  the  impression 
that  San  Francisco,  which  is  the  most  metropolitan  and  densely  popu- 
lated city,  should  rank  higher  in  its  per  capita  assessments.  Why  its 
retail  sales  per  capita  fall  so  low  is  provocative  of  thought.  San  Mateo, 
which  adjoins  San  Francisco  and  has  high  population  density,  also  is 
low  in  retail  sales  rating,  but  ranks  very  high  in  its  assessment  stand- 
ings. 

The  question  may  well  be  asked  as  to  why  San  Jose,  San  Mateo,  Palo 
Alto,  and  Redwood  City  all  have  higher  per  capita  assessments  of  realty 
than  San  Francisco,  and  why  in  three  of  those  satellite  cities  personalty 
also  is  assessed  higher. 

In  the  Los  Angeles  territory,  much  better  uniformity  is  found :  the 
median  per  capita  assessment  of  realty  for  eight  cities  is  $1,312 ;  the 
highest  is  Riverside  at  $1,401  and  the  low  is  Long  Beach  at  $1,135. 
The  median  of  the  five  in  this  group  that  adopt  the  county  assessments 
is  $1,338,  which  is  the  unit  figure  for  Los  Angeles  City:  the  range  is 
from  $1,137  to  $1,390.  Self-assessed  Long  Beach  is  $1,135 ;  Santa  Ana 
is  assessed  by  Orange  County  at  $1,247  and  Riverside  by  Riverside 
County  at  $1,401. 
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TABLE   1 
Number  and  Location  of  SBE  Sample  Appraisals  Reviewed  by  Reeves'  StafF 


*  VALUE  STRATA  ARE: 

1  -      $91)9 

2.'     $1,000-   $4,999 

3.  $5,000-  $9,999 

4.  $10,000-$19.999 

5.  $20,000-$49,999 


6.  $50,000-  $99,999 

7.  $100,000-$499,999 

8.  $500.000-$999,999 

9.  $1,000,000- 


District  and  county 

dumber  of  samples:  SBE  value-strata 

groups' 

No.  of 
person- 

Kef. 
no. 

All 

1 

2 

3 

4 

5 

6 

7 

8 

9 

alty 
samples 

1 

Sacramento  District 
Humboldt      _  . 

7 
8 
29 
33 
23 
15 
3 

"i 
3 
5 

"2 
12 

9 
12 

2 

2 

"3 
4 
2 

"i 

2 
3 
2 
2 

3 

4 
2 

2 
1 

"4 

"2 
1 

"2 

'i 
'2 

"i 

2 

3 

3 

7 

4 

5 

S 

6 

7 

7 

Yolo        

1 

7-county  total 

Hayward  District 

8 

9 

118 

19 
11 
46 
24 

12 

3 
1 
2 
1 

37 

10 
2 

17 
10 

11 

2 

2 
7 
7 

10 

3 
1 
2 
3 

9 

1 
2 
4 

10 

'i 

2 
1 

2 

'5 

2 

3 

1 

1 
"3 

23 

10 

2 

11 

San  Francisco      .. . 

1^ 

13 

100 

134 
57 
41 
54 

7 

6 
7 
4 
3 

39 

38 
14 
17 
12 

18 

10 
3 

2 
8 

9 

6 

4 
1 
4 

7 

2 
4 
1 
2 

4 

4 
1 
3 
3 

7 

2 
4 
1 

1 

4 

6 

1 

3 

8 

2 

14 

Los  Angeles  District 

Los  Angeles 

52 

15 

19 

Ifi 

12 

17 

21 

4-county  total 

18 

286 

504 

20 
39 

81 
157 

23 
52 

15 

34 

9 
25 

11 
25 

8 
17 

7 
14 

8 
12 

104 

IP 

3-districf  total 

15-counties 

129 

313 
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TABLE  4 

Area,  Population  and  Retail  Sales  for  35  Cities  in  California  as  of  Year  1957 

(Cities  over  25,000  population) 


City 
number 

(1) 

City  name 
(2) 

Part  of 

county 

number 

(3) 

Area 

(sq.  mi.) 

(■)) 

1957 

population 

(000) 

(5) 

Population 

persq.  mi.  of 

total  area 

(6) 

1954  retail 

sales  (000) 

(7) 

1 

1 
19 
15 

1 
19 

10.7 
7 

7.4 
9.5 
5 

71 
56 
47 
115 
31 

6,636 
8,000 
6,351 
12,104 
6,200 

$45  267 

2 

95  019 

3 

166,504 
126,015 
141,795 

4 

5 

6 

19 
19 
10 
19 
19 

16.8 
6.9 

15 

20.3 
2.8 

91 
67 
121 
118 
34 

5,417 
9,710 
8,067 
5,813 
12,143 

130  799 

7 

122  336 

8 

247,518 

9 

193  954 

10 

Huntington  Park* 

97  381 

11 

19 
19 
19 
19 
1 

7.1 
34.7 
450.9 

3.4 
53 

56 

325 

2,244 

31 
406 

7,887 
9,366 
4,977 
9,118 
7,660 

123  565 

12 

471  052 

13 

3,247,007 

14 

39,959 

15 

587  183 

16 

Pdio  Alto 

43 
19 
19 
19 
41 

6.7 
21.3 
13.7 
6.0 
7.4 

46 
110 
59 
43 
40 

6,866 
5,164 
4,307 
7,167 
5,405 

74,413 

17 

240  698 

18 

84  497 

19 

49,905 

20 

Redwood  City 

59,550 

21 

Richmond 

7 
33 
34 
36 
37 

14.5 
39.1 
16.9 
19.5 
99.4 

75 
76 

162 
87 

499 

5,172 
1,944 
9,586 
4,462 
5,020 

90,839 

22 

99,109 

23 

352,409 

24 

San  Bernardino*             .       

144,276 

25 

San  Diego* . 

524,870 

26 

38 
43 
1 
41 
30 

44.6 

17 
3.9 
8.7 

10.8 

810 
130 
64 
65 
70 

18,161 
7,647 

16,410 
7,471 
6,481 

1,172,221 

27 

San  Jose* 

228,078 

28 

59,854 

29 

San  Mateo  . 

76,210 

30 

Santa  Ana* 

116.678 

31 

Santa  Barbara 

42 
19 
19 
39 
48 

16.8 
8.0 
7 

11.8 
5.9 

55 

82 
55 
82 
40 

3,274 
10,250 
7,857 
6,949 
6,780 

84,927 

32 

Santa  Monica*     .  .. 

151,946 

33 

South  Gate* 

66,764 

34 

Stociiton,. 

163,623 

35 

Vallejo 

59,223 

Total 

- 

1,029.5 

6,463 

6,278 

$9,735,444 

Columns  4  and  7  from  County  and  City  Data  Book,  1956  (U.  S.  Bureau  of  Census). 

Column  5  from  Financial  Transactions  Concerning  Cities  of  California,  1956-57  (State  Controller, 

Itobert  C.  Kirkwood). 
Cities  using  county-made  assessments. 
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TABLE  5 

Assessed  Valuations  for  35  Cities  in  California  as  of  Year  1957 

(Cities  over  25,000  population) 


City  name 

(2) 

Part  of 
county 
number 

(3) 

County  assessment 

SBE 
assess- 
ment 

City 

number 

(1) 

Land 

(000) 
(4) 

Improve- 
ments 
(000) 
(5) 

Total 

rralty 

(000) 

(0) 

Person- 
alty 
(000) 
(7) 

Realty 
plus 

jiprson- 
altv 
(000) 
(8) 

1 

1 
19 
15 

1 
19 

118,125 
23,772 
21,682 
40,600 
6C,010 

$24,707 
43,949 
65,988 
86,090 
73,699 

$42,832 
07,721 
87,670 
126,096 
133,715 

$11,147 
18,438 
25,034 
26,811 
25,378 

$3,606 

2 

17,900 

3 

Bakersfield 

20,072 

4 

12,076 

5 

Beverly  Hills* 

8  935 

6 

19 
19 
10 
19 
19 

36,2;?9 
19,468 
39,372 
55,410 
16,063 

90,507 
37,679 
77,205 
96,355 
22,586 

126,740 
57,147 
116,577 
151,705 
38,649 

154,731 
16,380 
29,523 
34,630 
17,236 

9,110 

7 

9,523 

8 

19,510 

9 

13,044 

10 

8,393 

11 

19 
19 
19 
19 
1 

29,589 

118,818 

1,094,893 

8,869 

152,137 

47,442 

250,126 

1,906,616 

22.265 

252,917 

77,031 

368,944 

3,001,509 

31,134 
405,054 

16,759 

154,249 

923,961 

9,529 

127,382 

8,655 

12 

78,507 

13 

308,807 

14 

2,583 

15 

Oakland* 

80,335 

16 

Palo  Alto 

43 
19 
19 
19 

41 

27,602 
86,316 
21,793 
13,509 
32,384 

55,077 
143,491 
46,897 
21,856 
62,098 

82,679 
229,807 
68,690 
35,305 
94,482 

24,368 
90,992 
25,8.85 
5,587 
18,510 

7,515 

17 

19,898 

18 

10,025 

19 

38,312 

20 

Redwood  City  .            

9,509 

21 

Richmond ..  

7 
33 
34 
36 
37 

20,044 
31,714 
66,653 
20,861 
166,954 

89,555 
74,759 

155,786 
59,355 

308,676 

109,599 
100,413 
222,439 
80,216 
475,630 

28,534 
11,758 
68,843 
11,883 
148,404 

273,390 
47,868 
29,368 
16,270 
14,790 

19,327 
75,422 
23,866 
33,751 
3,515 

14,844 

22 

10,331 

23 
24 

Sacramento 

41,937 
21,312 

25 

66,649 

26 

San  Francisco      . 

38 
43 
1 
41 
30 

356,155 
61,583 
18,150 
46,480 
25,900 

622,671 
130,803 

41,356 
109,824 

61,367 

978,826 
192,380 

59,512 
156,304 

87,267 

150,628 

27 

San  Jose*                    

21,884 

28 

San  Leandro*      .  .  

9,302 

29 

San  Mateo 

15,093 

30 

9,878 

31 

42 
19 
19 
39 
48 

27,141 
40,394 
16,387 
26,034 
9,346 

71,737 
65,113 
41,552 
67,848 
25,202 

98,878 
105,507 
57,939 
93,882 
34,548 

12,507 

32 

Santa  Monica* 

10,951 

33 

South  Gate*.               

5,471 

34 

13,796 

35 

Vallejo 

3,562 

Total .. 

-- 

$2,850,465 

$5,353,154 

$8,203,619 

$2,564,117 

$1,191,160 

Columns  4,  5,  7,  and  8  from  Financial  Transactions  Concerning  Cities  of  California,  1956-57 

(State  Controller,  Robert  C.  Kirkwood). 
Cities  using  county-made  assessments. 
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TABLE  6 

Population  Density,  Retail  Sales  and  Assessed  Valuations  Per  Acre  and 
Per  Capita  for  35  Cities  in  California  as  of  Year  1957 

(Cities  over  25,000  population) 


City  name 

(2) 

Part  of 

county 

number 

(3) 

Population 
per 
sq.  mi. 
of 
total 
area 
(4) 

1954 
retail 
sales 

per 
capita 

(5) 

County 
assessment 

SHE 
assessment 

Realty 

Personalty 
per 

capita 

(8) 

Realty 
plus 

City 
number 

fl) 

Per 

acre 
(6) 

Per 

capita 
(7) 

personalty 

per 

capita 

(9) 

1 

1 
19 
15 

1 

19 

6,636 
8,0C0 
6,351 
12,104 
6,200 

J638 
1,697 
3,543 
1,096 
4,574 

J6,255 
15,116 
18,511 
20,882 
41,786 

$603 
1,209 
1,865 
1,102 
4,313 

$157 
329 
545 
233 
819 

$51 

2 

320 

3 

440 

4 

105 

5 

Beverly  Hills*              

288 

6 

19 
19 
10 
19 
19 

5,417 
9,710 
8,067 
5,813 
12,143 

1,437 
1,826 
2,046 
1,644 

2,864 

11,788 
12,941 
12,143 
11,681 
21,568 

1,390 

853 

963 

1,286 

1,137 

1,700 
244 
244 
293 
507 

100 

7 

142 

8 

Fresno*   

161 

9 

111 

10 

Huntington  Park* 

247 

11 

19 
19 
19 
19 

1 

7,887 
9,366 
4,977 
9,118 
7,660 

2,207 
1,449 
1,447 
1.289 
1,446 

16,952 
16,613 
10,401 
14,308 
11,941 

1,376 
1,135 
1,.3.38 
1,004 
998 

299 
475 
411 
307 
314 

155 

12 

242 

13 

Los  Angeles*               

138 

14 

83 

15 

Oalvland* 

198 

16 

Palo  Alto 

43 
19 
19 
19 

41 

6,866 
5,164 
4,307 
7,167 
5,405 

1,618 
2,188 
1,432 
1,161 
1,489 

19,281 
16,858 
7,834 
9,210 
9,950 

1,797 
2,089 
1,164 
822 
2,362 

530 

827 
439 
1.30 
463 

163 

17 

181 

18 
19 
20 

Pomona* 

ileJoiido  Beach* 

170 
891 
238 

21 

Richmond ..         

7 
33 
34 
36 
37 

5,172 
1,944 
9,586 
4,462 
5,020 

1,211 
1,304 

2,175 
1,658 
1,052 

11.810 
4,255 

20,566 
6,428 
7,476 

1,461 

1,401 

1,373 

922 

953 

380 
155 
425 
127 
297 

198 

22 
23 
24 
25 

liiver-ide* 

Sacramento 

San  Bernardino* 

San  Diego' 

136 
259 
245 
134 

26 

San  Francisco..          -  -. 

38 
43 

1 
41 
30 

18,161 
7,647 

16,410 
7,471 
6,481 

1,447 
1,754 
935 
1,172 
1,667 

34,292 
17,683 
23.843 
28,072 
12,625 

1,208 
1,480 
930 
2,405 
1,247 

338 
368 
459 
250 
211 

186 

27 

168 

28 
29 
30 

San  Leandro* 

San  Mateo 

Santa  Ana* 

145 
232 
141 

31 

Santa  Barbara  .     _ 

42 
19 
19 
39 
48 

3,274 
10,250 

7,857 
6,949 
6,780 

1,544 
1,853 
1,214 
1,995 
1,481 

9,196 
20,607 
12,933 
12,431 

9,149 

1,798 
1.287 
1,053 
1,145 
864 

351 
920 
434 
411 
88 

228 

32 
33 

Santa  Monica* 

South  date* 

207 
99 

34 

Stockton 

168 

35 

89 

Total... 

-- 

6,278 

$1,506  ■ 

$12,451 

$1,269 

$397 

$170 

*  Cities  using  county-made  assessments. 


320 


JOINT   INTERIM   COMMITTEE  ON   ASSESSMENT  PRACTICES 


165 


TABLE  7 

Rankings  by  Population  Density,  Rettail  Sales  and  Assessed  Valuations 
for  35  Cities  in  California  as  of  Year  1957 

(Cities  over  25,000  population) 


City  name 
(2) 

Part  of 

county 

number 

(3) 

Population 

per 
sq.  rai. 

of 
total 
area 
(■1) 

1954 
retail 
sales 

per 
capita 

(5) 

County 

assessment 

SHE 

assessment 

Realty 

Personalty 

per 

capita 

(«) 

Realty 
plus 

City 

number 

(1) 

Per 

acre 
(6J 

Per 

capita 

(7) 

personalty 

per 

capita 

(9) 

22 
31 

Riverside* 

33 
42 
19 
36 
19 

1 
2 
3 
4 
5 

SIO 
19 
11 
22 
14 

«1 
7 
5 
3 
9 

$26 

30 

16 

5 

22 

$4 
18 
25 
2 
22 

$9 
25 

18 

19 

24 
13 

San  Bernardino* 

29 
10 

25 

San  Diego* 

37 

19 

7 

41 

19 

6 

7 
8 
9 
10 

3 

31 

7 
18 
12 

4 
22 
12 
27 
11 

7 
32 
27 
33 
25 

12 
33 

20 
27 
35 

8 

17 

Pasadena 

20 

21 

23 

20 

27 

6 

5 

9 

19 
19 
15 
30 
1 

11 
12 
13 
14 
15 

21 
35 
34 
23 
1 

10 
35 
25 
16 
2 

20 
35 
31 
19 
1 

11 

32 

31 

0 

5 

7 

5 
3 

Beverlv  Hills* 

Bakcrsfield   ... 

32 
34 

30 

11 

1 

Alameda 

1 

35 

48 
43 
39 
19 
41 

16 

17 
18 
19 
20 

17 

20 

28 

5 

6 

6 
26 
15 

8 
33 

4 
29 
15 

2 
34 

1 

30 

21 

3 

10 

3 

16 

Palo  Alto 

16 

34 

17 

19 
29 

Redondo  Beach* 

35 
26 

27 

San  Jose*                  

43 

1 

19 

19 

19 

21 
22 
23 
24 
25 

25 
13 
8 
32 
24 

24 
13 
17 
23 
20 

28 
9 
11 
24 
18 

19 
15 
24 
13 
16 

18 

15 

Oakland* 

22 

33 

South  Gate* 

4 

11 

14 

2 

33 

8 

10 
19 
19 
34 
19 

26 

27 
28 
29 
30 

29 
9 
16 
30 
26 

14 

19 
21 
28 
18 

8 
10 
13 
23 

3 

8 
14 

28 

23 

9 

15 

14 
12 

Lynwood* 

Long  Beach 

2 
28 

23 

Sacramento 

31 

7 

Comptoii* 

12 

32 

Santa  Monica* 

19 
1 

19 
1 

38 

31 
32 
33 
34 
35 

27 

4 

^       33 

2 

15 

29 
30 
31 
32 
34 

21 
12 
14 
6 
17 

34 
7 
29 
26 
17 

24 

4 
10 
28 

Berkeley 

Huntington  Park* 

6 
30 
13 

26 

21 

All  rankings  are  listed  from  1  (low)  to  35  (higli). 
Cities  using  county-made  assessments. 
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3.  EXPANSION  OF  STATE  EQUALIZATION 

COLLECTION   AND   ANALYSIS   OF   SALES   DATA 

The  prices  paid  for  property  in  bona  fide  sale  transactions  are  given 
great  weight  by  the  courts,  legislative  bodies,  governmental  and  other 
financing  agences  and  by  appraisers  generally.  Anal^^sis  of  sale:  assess- 
ment ratios  have,  therefore,  formed  the  test  of  assessment  levels  relied 
upon  principally  in  all  statewide  and  other  investigations  of  equaliza- 
tion in  assessing.  The  recently  instituted  nationwide  survey  of  assess- 
ment ratios  by  the  United  States  Bureau  of  the  Census,  for  example, 
depends  solely  upon  the  criteria  of  sale  prices. 

Section  1831  of  the  Revenue  and  Taxation  Code  provides  that  the 
State  Board  of  P^qualization  shall  consider  "sales  and  other  appraisal 
data."  The  board's  appraisal  staff  considers  the  indications  of  sale 
data  in  their  appraising,  but  not  specifically  as  elements  underlying 
directly  the  findings  as  to  equalization  levels. 

Instructions  to  assessors  in  the  board's  Property  Tax  Assessment 
Practices  in  California  at  page  37  also  emphasize  the  importance  of 
collecting  sale  prices,  rentals  and  construction  costs;  and  the  recom- 
mended property  appraisal  forms  provide  spaces  for  recording  such 
underlying  data. 

All  of  the  county  assessing  offices  collect  sales  data  for  their  own 
purposes,  but  no  system  of  relaying  that  information  to  the  State  Board 
of  E({ualization  is  in  effect.  Equalization  boards  in  other  states  have 
developed  detailed  procedures  for  securing  sale  data  from  county  offi- 
cials and  require  periodic  reporting  upon  prescribed  forms.  The  need 
for  similar  reporting  in  California  has  been  recognized,  as  evidenced 
by  Secton  407  of  the  Revenue  and  Taxation  Code,  and  county  assessors 
should  be  required  to  collect  sale  information  and  report  it  periodically 
to  the  State  Board  of  Equalization  in  a  manner  to  be  prescribed  by 
that  board. 

No  lengthy  specification  as  to  classifying  sales  as  evidential  need  be 
legislated.  The  board  can  regulate  that  by  enumerting  the  many  cate- 
gories of  factors  that  may  disqualify  many  of  the  transactions. 

The  State  Board  of  Equalization  should  adopt  procedures  for  col- 
lecting, verifying  and  analyzing  such  sale  information  and  for  incor- 
porating the  indications  thereof  in  its  findings  as  to  equalization  ratios. 

When  one  of  its  periodic  sampling  surveys  in  a  given  county  is 
initiated,  sale  data  are  assembled  for  the  various  vicinities  in  which 
lie  the  samples  selected  upon  the  basis  of  assessed-value  strata.  Those 
sale  data  assembly  sheets  are  kept  in  the  Research  and  Statistics  Divi- 
sion's district  offices  and  from  them  the  appraisers  transcribe  the  items 
relevant  to  each  sample  property  upon  a  form  (SBE-DAS  AH500A) 
designed  for  that  purpose.  Upon  completion  of  each  appraisal,  the 
AHSOOA  form  remains  part  of  that  specific  file. 

Procedures  should  be  devised  and  adopted,  however,  whereby  all 
significant  sales  data  would  be  recorded  in  punch-card  form  and  ana- 
lyzed at  Research  and  Statistics  Division  headquarters  to  serve  as 
indicia  of  equalization.  Duplicates  of  these  cards  would  be  distributed 
to  the  respective  district  offices  to  constitute  a  continuing  and  increas- 
ing source  of  underlying  information  for  the  appraisal  personnel. 
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Verification  of  sale  price,  terms  and  conditions  wonld  be  given  more 
freely  to  a  state  agency,  such  as  the  State  Board  of  Eiiualization,  but 
the  county  assessors  also  might  he!})  in  securing  or  checkiug  verifica- 
tion. Copies  of  the  board's  analyses  then  should  be  given  to  the 
assessors,  except  such  as  may  be  restricted  by  agreement  with  some 
sources  of  information. 

STRATIFICATION    OF   APPRAISAL   SAMPLES   BY   PROPERTY   TYPES 

The  selection  of  properties  to  be  appraised  by  the  Research  and 
Statistics  Division  has  been  solely  by  the  statistical  procedures  designed 
to  produce  representative  numbers  of  parcel  assessments  from  predeter- 
mined assessed-value  strata.  That  basis  of  selection  was  appropriate 
for  the  primary  purpose  of  the  sampling — to  ascertain  the  relation  of 
the  assessed  valuation  of  all  taxable  property  to  the  full  value  thereof. 
The  resulting  findings  might  satisfy  the  requirements  for  determining 
intercounty  equalization,  and  they  show  intracounty  equalization  by 
value  class,  but  they  give  very  little  indication  of  the  intracounty 
status  by  property  type.  It  might  be  assumed  reasonably  that  most  of 
the  low-value  samples  represent  residential  property,  but  no  such  infer- 
ence can  be  drawn  as  to  the  nature  of  the  higher-value  units.  The 
State  Board  of  Equalization  should  amplify  its  sampling-appraisal  pro- 
cedure so  that  it  will  produce  evidence  as  to  the  relation  of  assessments 
of  property  types  to  supplement  the  present  findings  in  terms  of  value 
strata. 

The  significant  figures  (appraised  valuations  and  assessments)  are 
now  transcribed  from  the  sample-appraisal  sheets  to  summary  sheets 
of  two  types.  One  (R709-A)  provides  for  summarizing  by  value-strata 
classes.  Another  generally  similar  sheet  is  for  listing  by  sample-num- 
ber. This  has  a  column  for  recording  the  use-type,  classified  by  10 
code  numbers.  These  code  number  identifications  cannot  be  made  until 
the  sample  property  has  been  inspected  inasmuch  as  its  use-type  is 
not  a  factor  in  the  sample-selection  process  and  probably  cannot  be 
predetermined  from  the  assessment  rolls  of  most  counties. 

The  inclusion  of  use-type  as  an  element  of  the  random-selection  pro- 
cedure obviously  would  complicate  somewhat  the  preliminary  classifi- 
cation of  items  on  the  rolls.  The  selection  would  be  relatively  simple, 
if  the  county  roll  items  were  coded  according  to  the  aforesaid  system. 
Sorting  for  analytical  purposes  can  be  done  quickly  by  punch-card 
procedure. 

The  power  to  require  that  assessment  rolls  show  such  code  numbers 
seems  to  be  vested  in  the  State  Board  of  Equalization  now,  as  Section 
602  of  the  code  provides  that  the  roll  shall  show:  "(m)  Any  other 
things  required  by  the  board." 

The  Research  and  Statistics  Division  is  fully  aware  of  the  deficiency 
in  the  present  selection  pattern  so  far  as  testing  intra-county  equali- 
zation between  types  of  property  is  concerned.  The  recommended 
amplification  would  mean  that  its  sampling  must  be  expanded  for  cer- 
tain value-strata  with  a  concomitant  need  for  a  larger  staff  and  a 
greater  budget. 
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APPROXIMATE   COST   OF   AMPLIFYING  THE   SAMPLING   PATTERN 

All  important  factor  in  the  consideration  of  the  above  recommenda- 
tions would  bo  the  cost  involved.  The  exact  cost  would  depend  npon 
two  thiii<i's:  (1)  the  detail  in  which  properties  are  classified  by  type 
and  (2)  the  extent  to  which  sales  fiji'iires  are  substituted  for  a])praisals. 
To  obtain  a  fiood  sample  of  each  type  of  property  for  each  value  class 
would  be  prohibitive  in  cost.  Such  detail,  however,  it  not  necessary  for 
the  i^urposes  of  the  board.  It  is  sufficient  to  have  a  determination  of 
assessment  ratio  for  each  property  type  without  attempting  to  obtain 
a  highly  accurate  value  class  breakdown  within  the  property  type. 

There  would  be  some  additional  cost  to  the  State  in  stratifying  the 
rolls  by  type  as  well  as  by  value  class.  Some  additional  appraisals 
would  also  be  necessary  in  all  probability.  The  total  increase  in  cost  for 
these  two  items,  however,  would  not  be  likely  to  exceed  $100,000  annu- 
ally. There  would  be  a  somewhat  larger  cost  for  processing  the  sales 
data.  A  large  part,  or  possibly  the  entire  amount,  of  these  increased 
costs  would  be  eliminated,  however,  when  the  full-scale  sales  program 
would  permit  substituting  sales  data  for  some  of  the  appraisals. 

There  would  in  addition  be  an  increase  in  cost  to  the  counties  in 
identifying  the  property  types  and  furnishing  the  sales  data.  The 
extent  of  the  increased  cost  would  depend  upon  the  number  of  proper- 
ties in  a  county  and  the  degree  to  which  a  county  has  its  assessment 
procedures  mechanized.  In  any  event,  the  cost  to  the  county  should  be 
small  compared  to  the  benefits  of  the  information  that  would  be 
obtained  about  assessment  levels. 

Neither  of  these  recommendations  could  be  implemented  overnight. 
A  fair  estimate  of  the  time  that  would  be  required  to  phase  either  or 
both  into  full  o])eratioii  would  be  five  years.  During  this  transitional 
period  extra  cost  would  be  faced  in  maintaining  present  practices 
while  getting  the  new  ones  underway. 

4.   COMPARABILITY  OF  PROPERTY  TYPES  AND 
THEIR  ASSESSMENT  LEVELS 

The  market  value  of  any  item  of  common  property  can  be  deter- 
mined, within  reasonable  limits,  by  a  competent  api)raiser  who  takes 
into  consideration  the  individual  characteristics  of  the  property  under 
consideration  and  tailors  his  appraisal  methods  to  them.  Some  types  of 
locally-assessed  property  are  by  nature  economically  different  from 
others,  and  the  degrees  of  dependence  upon  several  methods  for  apprais- 
ing their  market  values  must  vary,  principally  because  of  great  differ- 
ences in  li(iuidity  as  to  marketability  for  sale  or  for  rental.  For  some, 
there  usually  is  a  free  and  voluminous  market.  For  others,  the  market 
may  be  limited  and  market  value  in  most  cases  must  be  estimated  from 
studies  of  replacement  cost  and  of  the  relative  utility  of  the  facilities 
present,  or  potential,  in  the  subject  property. 

Thus,  while  a  retail  store  property  is  vastly  different  economically 
from  a  farm,  each  is  subject  to  an  accurate  valuation  which  could  form 
the  basis  for  exchange  between  the  respective  owners  even  though 
entirely  different  approaches  to  value  Avould  have  to  be  used  for  each 
of  them. 
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Public  utility  properties  differ  basically  from  other  types,  because 
each  consists  of  many  interrelated  units  havinji,'  situs  in  numerous 
taxing  jurisdictions  whose  boundaries  have  no  relation  to  those  of  cer- 
tain operating  divisions  of  the  utility  company  that  may  exist  for 
the  purposes  of  allocating  investment,  revenue  and  expense,  when  at- 
tempting to  breakdown  the  market  value  of  the  revenue-producing 
system  as  a  whole.  The  value  of  a  very  important  and  costly  operating 
unit  may  depend  upon  factors  of  production,  conversion  and  consump- 
tion controlled  by  physical  and  economic  conditions  in  taxing  districts 
remote  from  that  in  which  the  operating  unit  is  located.  They  differ  also 
because  their  earnings  are  limited,  as  to  both  the  valuation  upon  which 
a  yield  is  permitted  by  governmental  control  and  the  rate  of  yield  upon 
such  valuation.  However,  if  an  appraiser  considers  the  unique  economic 
factors  inherent  in  a  public  utility  property,  he  can  establish  a  reason- 
able market  value  for  that  property.  So  long  as  he  applies  the  correct 
indices  and  approaches  for  a  utility  property  the  value  he  finds  will  be 
a  perfectly  valid  basis  for  exchange  with  the  farmer  or  the  owner  of  the 
retail  store. 

After  consideration  of  this  capability  for  establishing  realistic  values 
for  all  types  of  property,  Consultant  Chapman  and  I  have  agreed  on 
an  answer  to  the  third  question  propounded  in  the  outline  of  Senate 
Concurrent  Resolution  No.  92,  dated  September  5,  1957,  which  the 
committee  adopted  as  the  basis  for  its  studies. 

QUESTION    1 

Is  it  impossible  to  determine  the  market  valve  of  the  several  classes 
of  property  on  the  same  basis,  because, 

(a)  State-assessed  property  is,  by  nature,  economically  different  from 
some  locally  assessed  property? 

(b)  Some  types  of  locally  assessed  properties  are,  by  nature,  eco- 
nomically different  from  some  other  types  of  locally  assessed 
property  ? 

We  have  answered  that,  in  a  broad  sense,  all  types  of  property  re- 
spond to  one  final  test  of  value,  which  is  market,  or  exchange  value. 

Having  answered  this  question  in  the  negative,  it  is  possible  to  go  on 
to  answer  the  other  two  questions  posed  by  the  outline  of  SCR  92. 
Answering  the  question  as  to  whether  state-assessed  property  and 
locally  assessed  property  are  assessed  at  the  same  level  involves  deter- 
mination of  the  status  of  each  of  these  general  property  types  sepa- 
rately. 

All  of  the  holdings  of  the  relatively  few  assesees  in  the  public 
utility  group  are  appraised  and  assessed  by  one  agency,  adequately 
staffed  hy  competent  personnel  operating  under  highly  developed  tech- 
nical procedures  and  fully  empowered  to  secure  information  as  to  the 
physical  and  economic  characteristics  of  the  properties  from  the  asses- 
sees.  Consultant  Chapman,  in  his  report,  has  analyzed  the  appraisal 
processes  employed  by  the  Valuation  Division  of  the  State  Board  of 
Equalization  and  has  himself  appraised  20  state  assessees.  On  the  basis 
of  his  work  he  has  concluded  that  public  utilities  and  other  state- 
assessed  properties  are  assessed  at  50  percent  of  market  value  within 
the  limits  of  accuracy  of  the  appraisal  process. 

My  findings  for  locally  assessed  properties  have  been  set  forth  in 
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Section  2  of  this  report,  in  which  T  fonnd  that  such  properties  are 
assessed,  on  the  average,  between  20.5  percent  and  29.5  percent  of 
market  valne.  Combining  onr  respective  findings,  Consultant  Chapman 
and  I  have  agreed  on  an  answer  to  the  first  question  in  the  outline. 

QUESTION   2 

Is  state-assessed  property  valued  at  the  same  level  as  locally  assessed 
property  is  being  assessed,  hy  county  assessors? 

There  is  convincing  evidence  that  state-assessed  and  locally  assessed 
values  are  at  levels  much  below  that  100  percent  of  full  cash  value  pre- 
scribed by  the  Constitution.  Unless  the  necessary  change  in  the  Con- 
stitution is  made  that  will  permit  different  standards,  they  should  be 
brought  to  a  common  level. 

State  assessments  on  county  rolls  approximate  closely  the  rate  of  50 
percent  admittedly  applied  by  the  Valuation  Division  of  the  State 
Board  of  Equalization  to  its  appraised  full  valuations  of  public  utility 
properties.  The  procedures  used  to  determine  these  valuations  are 
described  in  Consultant  Chapman's  report. 

The  percentage  of  market  value  at  which  local  assessments  are  made 
varies  widely  from  county  to  county,  as  shown  by:  (1)  the  findings  of 
the  Research  and  Statistics  Division  of  the  State  Board  of  Equalization ; 
(2)  the  indications  of  sale:  assessment  ratio  studies  made  by  the 
survey  staff;  (3)  statements  made  by  the  county  assessors  as  to  the 
rates  at  which  they  profess  to  assess  various  types  of  property,  and  (4) 
the  indications  of  bank  appraisals. 

The  State  Board  of  Equalization  findings  range  from  20.5  percent 
through  29.5  percent,  as  detailed  in  Section  2  of  this  report.  The  state- 
wide average  is  23.7  percent.  The  United  States  Bureau  of  the  Census 
recently  released  a  report  of  its  sale :  assessment  surveys  in  all  the  states 
■which  gives  statewide  figures  for  California  lower  than  20  percent. 

The  abundance  of  evidence  all  points  to  the  fact  that  state-assessed 
property  is  assessed  at  approximately  twice  the  level  of  locally  assessed 
property.  Both  Consultant  Chapman  and  I  have  concluded  that  the 
ratio  of  two  to  one  is  prevelent  in  the  assessment  rolls  of  the  counties. 

That  disparity  appears  also  on  the  rolls  of  cities  which  adopt  county 
assessments  and  is  typical  also  of  the  self-assessed  city  rolls.  The  public 
utility  assessments  for  self-assessed  cities  are  ac, 'usted  by  the  State 
Board  of  Equalization  to  maintain  the  same  relation  to  those  fixed  for 
county  purposes  as  the  city  assessment  of  ordinary  property  bears  to 
the  corresponding  county  assessment. 

QUESTION   3 

Are  the  equity  requirements  of  the  California  property  tax  structure 
now  being  fulfilled f 

The  answer  to  this  question  follows  directly  from  that  to  the  first. 
The  constitutional  equity  requirements  are  not  being  complied  with 
because:  (1)  there  is  great  disparity  between  the  rate  at  which  public 
utility  property  is  assessed  statewide  and  the  rates  at  which  other 
classes  of  property  are  assessed  variously  in  the  58  counties;  (2)  there 
is  a  wide  spread  between  the  rate  at  which  ordinary  property  is 
assessed  from  county  to  county,  and  (3)  there  is  a  serious  lack  of 
uniformity  in  assessing  the  several  classes  of  tangible  personalty  from 
county  to  county  and  within  some  counties. 
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5.  RECOMMENDED  ASSESSMENT  LEVEL  AND 
CHANGES  IN  JURISDICTION 

Evidence  addiu'cd  by  Consultant  Clia])nian  and  nic  clearly  demon- 
strates that  assessments  in  <>e:ieral  are  far  below  the  "full  cash  value" 
requirement  of  the  State  Constitution  and  that  county  assessment  ratios 
are  roughly  half  those  used  by  the  State  lioard  of  Equalization  for 
state  assessees.  Jointly  we  have  recommended  that  a  level  of  assessment 
less  than  full  value  be  h^g-alized  at  a  rate  hi<>her  than  the  present  county 
avera«>'e,  and  that  the  transition  to  that  eonnnon  level  for  ])ublic  utility 
and  ordinary  properties  be  made  in,  say  10  years. 

My  opinion  is  that  the  Constitution  should  be  amended  to  provide 
that  the  Legislature  may  fix  the  rate  at  which  all  real  property  shall 
be  assessed.  That  power  already  has  been  granted  it  as  to  tangible 
personalty.  Assuming  that  to  be  etfeeted,  my  recommendation  is  that 
33.^t  porcent  would  be  the  rate  which  should  be  prescribed,  and  that  the 
enabling  statute  should  provide  that  the  transition  from  the  present 
levels  of  assessment  should  be  made  at  constant  annual  rates  of  increase, 
or  decrease,  during  a  10-year  period. 

The  reason  for  recommending  that  rate-percent  is  that,  in  order  to 
avoid  numerous  and  great  disruptions  of  current  fiscal  limitations  of 
spending  and  borrowing  by  counties  and  other  governmental  units,  the 
level  should  be  a  compromise  between  the  reputed  percentages  of  50 
percent  for  state-assessed  and  25  perccMit  for  locally  assessed  property, 
say  38 •.  percent.  The  rate  of  33;'.  percent  is  reconunended  because  it  is 
a  reaftouahle  compromise  between  the  50  percent  for  public  utility 
reputedly  used  by  the  State  Board  of  Equalization  and  the  average 
level  of  local  assessments,  about  25  percent.  Assessors  and  property 
owners  are  accustomed  to  speaking  of  full  value  as  four  times  assess- 
ment, or,  as  in  one  county,  the  assessor  refers  to  full  value  as  twice  the 
assessnuMit.  The  33?,  percent  rate  with  its  reciprocal  multiplier  of  three 
would  conform  with  this  habitual  mode  of  expression.  Moreover,  that 
rate  seems  to  be  in  tlie  minds  of  some  legislators — as  witness  its  adoption 
proposed  in  Senate  Bill  No.  1317  of  the  1957  Session. 

Inasmuch  as  the  weighted-average  rate  at  Avliich  all  the  numerous 
properties  in  a  tax  district  are  assessed  can  never  be  determined  pre- 
cisely, corrective  measures  should  not  be  mandated  by  the  State  Board 
of  Efinalization  in  cases  where  the  variance  from  the  prescribed  stand- 
ard does  not  exceed  10  percent  thereof. 

The  procedure  to  be  followed  in  bringing  both  types  of  realty  to  a 
earn  man  level  of  assessment  in  all  comities  is  a  matter  that  requires 
careful  consideration.  Basicallj^  it  can  be  agreed  that  the  leveling-otf 
process  should  not  be  abrupt,  but  graduated  during  a  period  of  years, 
say  10.  The  obviously  logical  procedure  would  be:  (1)  to  increase  the 
local  assessments  in  each  county  to  the  prescribed  standard,  at  what- 
ever rate  each  county's  present  equalization  rate  necessitates;  and  (2) 
reduce  all  state  assessments  at  the  constant  rate  necessary  to  bridge  the 
gap  between  50  percent  and  the  proposed  33?,  percent. 

The  factors  (nniltipliers)  which  could  be  used  to  compute  the  re- 
quired changes  in  assessments  are  tabulated  in  Table  8.  Their  derivation 
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is  simple.  Those  for  local  assessed  are  taken  from  compound  interest 
tables.  The  factor  in  column  2  (year  1)  is  the  constant  multiplier  that 
when  applied  to  each  preceding  year  will  increase  the  original  figure  to 
the  desired  final  amount.  The  rate  of  increase  necessary  is  determined 
by  the  amount  by  which  the  original  equalization  percent  is  below  the 
fixed  standard.  For  example :  20  percent  :=  original  equalization  rate 
and  33  .f  percent  =:  desired  common  level  of  equalization :  33^  percent  is 
1.6667  X  20:  therefore  the  original  figure  must  be  increased  by  1.6667. 
The  accumulation  of  1  at  5.23  percent  in  10  years  closely  approximates 
the  desired  1.6667. 

The  factors  by  which  state-assessed  properties  are  to  be  reduced  from 
50  percent  to  33^  percent  are  found  by  deducting  a  constant  percentage 
from  the  preceding  years.  That  constant  factor  is  .9603,  as  shown  for 
the  first  year  (col.  2). 

In  addition  to  recommending  the  adoption  of  a  realistic  level  of 
assessments,  Consultant  Chapman  and  I  have  jointly  investigated  the 
line  of  demarcation  between  the  assessing  jurisdictions  of  the  State  and 
of  the  several  local  assessors  with  the  view  that  a  more  sensible  separa- 
tion of  responsibilities  could  be  established.  We  have  made  a  joint 
recommendation  that  nonoperating  properties  owned  or  leased  by  public 
utility  companies  should  be  assessed  by  the  county  assessors,  with  the 
proviso  that  the  State  Board  of  Equalization  annually  should  furnish 
the  assessors  with  lists  of  such  transferred  properties.  Most  of  these 
are  similar  to  vicinity  properties  and  should  be  assessed  by  the  same 
appraisal  methods.  To  preclude  the  possibility  of  such  units  escaping 
assessment  because  of  misunderstandings  as  to  jurisdiction,  it  is  recom- 
mended, further,  that  the  State  Board  of  Equalization  annually  furnish 
each  county  assessor  with  a  list  of  those  items  which  are  to  be  entered 
upon  the  local  roll — presumably,  those  which  are  excluded  from  the 
public  utility  company  rate-base  evaluation. 

We  recommended  jointly,  also,  that  pipelines,  etc.,  described  in  Sec- 
tion 14,  Article  XIII  of  the  Constitution  will  be  assessed  locally,  except 
such  units  as  may  be  owned  or  used  by  a  public  utility  company  in  per- 
forming its  services  to  the  public.  The  justification  for  this  transfer 
from  the  State  Board  of  Equalization  is  that  the  wording  in  the  Con- 
stitution, "All  pipelines,  flumes,  canals,  ditches  and  aqueducts  not  en- 
tirely within  the  limits  of  any  one  county,"  makes  the  State  Board  of 
Equalization  responsible  for  assessing  all  such  structures  and,  presum- 
ably, their  rights-of-way.  Most  of  them  are  owned  by  companies  not 
otherwise  under  State  Board  of  Equalization  jurisdiction  and  not  regu- 
lated by  the  Public  Utility  Commission,  and  are  used  for  relatively  lo- 
calized production  operations.  As  a  rule,  they  can  be  appraised  better 
by  the  procedures  used  in  assessing  ordinary  properties  than  by  the 
unitary  method  applied  by  the  State  Board  of  Equalization  to  public 
utility  properties. 

The  exception  provided  for  would  reserve  to  the  State  Board  of 
Equalization  jurisdiction  over  such  items  as  pipelines,  etc.,  which  are 
part  of  gas  distribution  systems  or  part  of  a  hydroelectric  generating 
plant. 


328 


JOINT   INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES 


173 


CO 


e 
< 

0  0 

?;•= 

e  V 
o  a. 

*■  o 
o  o 

o  A 

M  O 

B  »- 

2  o 

il 


JO  c 

1 2 

'^  n 

o  n 

2  o 

.0  c 


■it 

U 


CD  «0  t-^  O  "5 
COC^  00  U5  ^ 
to  CO  iO  »0  kO 


Tf  CO  OO  CD  C^J 


no  ^  lO  "^  ■*** 


CD  CO  CO  O  i-H 


CM  O  OO  »C  CO 
tT  Tf  CO  CO  CO 


»/3  CO  »0  OO  O 
OOOO  OSO  CO 
*0  CO  •— '  (O  OO 


<Z!  lO  Cl  W3  O 


CD  CDO  CO  t~^ 


ic  r-.  OO  o  c^ 


lO  -—I  00  CD  CD 
r-  M  CD  1— "  CD 

o  o  asasoo 


ooooo 


lO  CO  Tj<  OS  »C 
-H  OS  OOOO  o 


W5COO  ^  t^ 


*^  CO  CO  CO  CO 


Ci  lO  CQ  O  OS 

CD  -^  c<)  o  r- 


OO  ^  TP  r-  OO 

CO  CO  r^  OO  o 
T-H  OS  r^  *o  -^ 


CO  Ol  CO  OO  CO 
CO  -^  CO  >— «  o 


c^r^^H  CO  CO 

t^COi-H  00  CD 

1-H  O  OS  t~-  CO 


O  OS  o  c  -^ 
t^  O  lO  TT  CO 


,— .  00  CO  -^  CO 
O  t>.  »0  CO  -H 

■Tt*  CO  CO  CO  CO 

ooooo 


0"30U30 

O  O  ^^^H  CQ 
C^  CS)  «  (M  C^J 


W5  O  lOO  iO 
(MCOCC"^  -^ 


CO  (M  ^  OS  CD 


r-  iM  ♦-•  c^o 

UO  CO  '-«  OS  OS 
OS  t—  lO  IM  O 
C-l  C^J  (M  CM  C^ 


OS  lO  CO  CO  00 
00  OSO  ^  CO 
lO  CO  CM  Cl>  00 


o  r-  o  w:)  c 


OOcDiO  WSC5 
Tf  CO  CM  r-^  1-t 

lO  'rr  CO  CM  ^ 


O  CO  t^  ^  o 

CM  CO  "^  CD  00 
<M  ^  O  OS  00 


]  OO  U5  CM  CO 


OOOOO 


OS  U5  •— "  CD  CO 
lO  lO  lO  "^  -rt* 

O  0>0  O  CD 


CM  CM  CM  CM  CO 

OS  t^  »0  CO  '-' 
CM  CM  CM  <M  CM 

OOOOO 


OlOOiOO 

WD  lO  CD  CDt-» 
CM  CM  CM  C^  CM 


.—•  lO  CD  "rr  OS  i-H 

CM  O  05  OS  OS  .-H 


00  CO  *0  CO  '— '  OS 


Tt-  b-  CD  CD  00  O 

CD  OS  CO  r-  CM  00 

CD  -^  CO  >— •  O  OO 


CM  OOO  CM  'T  CO 

■^  OS  CD  CM  OS  CO 

-^  CM  ^  O  OO  (^ 


T^  CO  CD  O  C)  CO 
CM  <0  CO  I--  CO  *0 

CM  »-■  OS  OO  t-^  CO 
— '  ^OOOO 


,-(,-,  ^H  CM  CO  -rp 

O  OSOO  t^CO  lO 

^ooooo 


OCM  h-  CM  CM  O 

o  CM  TT  r-o  CO 
OO  r-  CD  »o  lO  -*< 
o  o  OO  o>  o 


■rt<  t^  ^  CD -^  ^^ 


oooooo 


CM  iC  00  CM  00  CO 

osio  ^  00  n-  i-H 

CO  CO  CO  CM  CM  CM 

oooooo 


Tt<  CD  OO  O  CO  CD 

OS  r^  "0  -^  CM  o 

oooooo 


CM  CM  CM  CM  CM  CO 


c  ^ 
c   g» 

«.   0 


go 

J: 


>  et 

>s<0 


CO 

•O 

05 

>n 

<OI^ 

t^ 

>, 

o 

^-^ 

°°. 

-*  JO 

"S 

00 

■"" 

02 

ll  ^^ 

§ 

cfl<M 

> 

6§ 

0*0 

W-— 

05 

329 


374  JOINT  INTERIM   COMMITTEE   ON   ASSESSMENT   PRACTICES 

We  have  recommended,  also,  that  Section  14,  Article  XITT,  be 
amended  to  vest  in  the  State  Board  of  Eqnalization  tlie  authority  to 
assess  all  properties  of  a  public  utility  nature  operated  under  federal  or 
state  rearulation,  and  includin*;,'  all  airborne  carriers  for  hire  except 
those  operatino;  out  of  one  airport  only,  such  as  traininj?  schools,  or 
sijihtseeing  flijihts.  At  present  certain  properties  that  provide  service 
of  a  public  utility  nature  are  assessed,  in  part  or  wholly,  by  local 
assessors.  My  own  opinion  is  that  all  operating-  properties  of  companies 
performinpf  public  utility  functions  should  be  assessed  by  the  State 
Board  of  Equalization.  Any  exceptions  to  tliis  rule  mi<xht  be  permitted 
by  certification  from  the  State  Board  of  Equalization  in  a  specific  case 
that  {geographic  and  functional  characteristics  dictate  the  property  be 
assessed  locally. 

6.  IMPROVED  EQUALIZATION  PROCEDURES 

STANDARDIZATION   OF   ASSESSMENT   PRACTICES 

Although  disparities,  sometimes  rather  wide,  have  been  found  in  both 
intercounty  and  intracounty  equalization,  it  is  encouraging  to  note  that 
progress  is  being  made  through  co-operative  efforts  between  the  State 
Board  of  Equalization's  Division  of  Assessment  Standards  and  the  sev- 
eral county  assessors  to  steadily  eliminate  them.  Aside  from  the  rela- 
tion of  state-assessed  to  locally  assessed  property,  it  appears  that  there 
is  a  reasonable  degree  of  uniformity  as  to  intracounty  assessing:  that  is, 
consistency  in  the  county  assessors'  assessing  of  various  types  and 
classes  of  property  within  their  respective  jurisdictions.  The  adjective 
"reasonable"  is  used  advisedly — having  in  mind  the  California  status 
as  compared  with  the  marked  lack  of  uniformity  found  in  many  other 
states.  The  comparatively  narrow  range  of  variation  disclosed  by  our 
examination  of  the  sampling  carried  out  by  the  State  Board  of  Equali- 
zation, our  sale :  assessment  ratio  investigations,  and  the  reports  from 
my  field  representatives,  all  warrant  the  conclusion  that  in  most  of  the 
counties  reasonable  consistency  prevails  in  the  assessing  of  individual 
parcels  within  a  class,  and  that  the  disparities  between  classes  of  prop- 
erty may  be  explainable  if  not  fully  justifiable. 

The  counties  in  which  the  greater  degree  of  uniformity  is  found  are, 
as  may  be  expected,  mostly  those  which  have  progressed  furthest  in  the 
adoption  of  state-approved  appraisal  methods  and  the  intelligent  appli- 
cation thereof  and  a  few  others  where  standardized  procedures  were 
evolved  many  years  ago. 

The  Division  of  Assessment  Standards  was  organized  in  1938  for  the 
primary  purpose  of  helping  to  establish  a  high  standard  of  appraising 
property  by  the  elected  county  assessors.  The  pattern  of  that  assistance 
has  developed  along  two  principal  lines.  One  has  been  the  compilation 
of  standards  for  all  phases  of  the  assessing  function,  the  other  com- 
prises the  enlisting  and  training  of  a  technical  staff  which  gives  ad- 
visory and  educational  service  to  the  counties.  A  third  important 
bureau  in  this  division  is  that  which  produces  tax-maps  of  standard 
specifications  for  counties,  upon  a  cost  basis. 

During  the  course  of  this  survey,  we  have  devoted  much  time  to  the 
examination  of  the  procedures  developed  and  currently  used  by  this 
division  in  its  educational  work,  and  have  had  ample  opportunity  to 
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witness  the  great  extent  to  Avhieh  it  is  relied  upon  by  county  assessors 
in  solving  their  day-by-day  problems  and  in  planning  major  revalua- 
tions. 

We  have  made  a  thoi-ough  study  of  the  Assessors'  Handbook,  and 
have  had  the  opi)ortunity  to  observe  numerous  applications  of  the 
methods  and  price-data  tlierein  while  reviewing  the  sample  appraisals 
made  by  the  Research  and  Statistics  Division.  The  scope  of  this  manual 
is  such  that  many  pages  could  be  written  in  giving  a  full  description  of 
the  contents  in  the  numerous  sections  which  are  issued  to  cover  various 
phases  of  the  assessor's  task.  For  the  purpose  of  this  report,  it  is  suffi- 
cient to  state  that  the  handbook  is  the  most  comprehensive  in  scope  that 
we  have  seen,  that  the  presentation  of  the  subject  matter  is  well  organ- 
ized and  lucidly  described,  and  that  the  appraisal  principles  and  tech- 
niques are  sound  and  in  conformance  with  general  practice. 

There  are  several  procedural  matters  and  some  points  of  technique 
which  we  would  have  treated  differently,  but  those  are  mostly  personal 
preferences ;  the  cardinal  consideration  has  been  to  determine  whether 
the  procedures  recommended  by  the  Division  of  Assessment  Standards 
adequately  fulfill  their  purpose.  We  think  they  do,  and  that  conviction 
is  affirmed  by  the  high  endorsement  given  by  the  many  assessors  who 
make  practical  applications  of  them. 

A  comprehensive  concept  of  the  scope  of  the  "bible" — the  Asses- 
sor's Handbook — can  be  gained  from  the  general  table  of  contents  we 
have  assembled  and  included  on  the  following  jiage. 

The  advisory  service  to  county  assessing  departments  by  the  Division 
of  Assessment  Standards  is  given  in  several  ways.  The  chief  of  the 
division,  or  a  principal  aide,  may  discuss  new  problems  or  new  regula- 
tions with  groups  of  assessing  personnel  from  neighboring  counties;  an 
aide  having  especial  qualifications  for  a  given  type  of  problem  may 
confer  with  the  assessing  personnel  of  one  or  more  counties  in  compli- 
ance with  a  specific  request  for  such  assistance ;  one,  or  more,  of  the 
advisory  staff  may  be  assigned  to  assist  a  county  to  initiate  a  revalua- 
tion program;  and  the  division  will  provide  continuing  service  in 
answering  an  amazing  volume  of  letter  and  telephone  inquiries. 

To  provide  this  badly  needed  and  much  sought-for  advisory  service, 
the  division  chief  and  his  principal  aide  now  have  17  specialists  whose 
assignments,  generally,  are : 

2     I'.uil'liiii;  (•:)sts  ;ni'l  rolnted  .studios 

.>  S AppiJiis.-ii  ■■<(  possessory  interests 

~  j Systems  of  recording;-,  tiliiij;',  etc. 

0  Ai'i)r;ii.-;il  of  \irl);iii-t \  pe  i.roperty 
'2     Aiipriiistil  (if  riir;il-type  jiroperty 

'A     Appi;iis;il  of  e(in!l-n;eiit  and  inventories,  etc. 

1  Appraisal  of  timber 

1     Appraisal  of  water  supply,  minin?  and  industrial 
1     Appraisal  of  pt  tioleuin,  };as  and  kindred  miniufj 


Another  imi)ortaut  activity  of  this  division  is  the  production  of  maps, 
mostly  detailed  property  tax  maps  for  A'arious  counties  under  contracts 
whereby  the  State  is  reimbursed  by  the  benefited  counties  for  the  cost. 
This  mapping  service  is  especially  valuable  to  those  counties  where 
limitations    of    available,    qualified    personnel    and    rentable    drafting 
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equipment  mioht  be  formidable  obstructions  in  oroanizing  a  county 
mapping  project.  Generally  the  procedure  is  that  the  county  assessing 
department  supplies  the  details  of  assessment-parcel  description,  some- 
times with  aid  or  supervision  by  the  Division  of  Assessment  Standards 
staff.  The  descriptive  data  is  sent  to  Sacramento,  where  the  mapping 
bureau  staff  (40  to  50  people)  produce  the  desired  maps  in  standardized 
form  as  to  size,  numbering  of  sheets,  blocks  and  parcels,  and  at  scales 
appropriate  for  the  territory.  During  the  past  year,  maps  have  been 
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completed  for  three  counties  and  five  more  are  nearly  finished.  A  total 
of  19  counties  will  then  be  equipped  with  maps  ideal  for  the  purpose 
which  were  made  for  them  by  the  Division  of  Assessment  Standards. 

SURVEY   OF   ASSESSORS'   OFFICES 

Although  the  Division  of  Assessment  Standards  from  time  to  time 
ascertains  and  reports  the  progress  made  throughout  the  State  in 
modernizing  assessing  by  the  adoption  of  the  approved  standards,  it 
seemed  to  me  that  a  firsthand  knowledge  of  the  facts  was  indispensable 
for  several  reasons.  In  no  other  way  can  we  state  with  assurance  any 
conclusions  as  to  the  general  conduct  of  the  respective  offices,  the 
caliber  of  personnel  and  the  diligence  and  intelligence  displayed  in 
performing  their  duties.  Moreover,  there  were  a  number  of  significant 
questions  as  to  which  answers  were  desired  from  the  assessors,  and 
said  answers  would  be  secured  in  greater  number  and  more  compre- 
hensively, by  personal  solicitation  than  by  mailed  questionnaire. 

It  had  been  suggested  that,  instead  of  visiting  all  of  the  58  counties, 
an  adequate  sampling  might  be  derived  by  concentrating  upon  a  much 
smaller  number — choosing  the  more  metropolitan  and  more  dollar- 
important  counties.  My  rejection  of  that  proposal  was  based  upon  the 
thought  that  the  objectives  of  this  survey  demand  that  we  ascertain  and 
report  upon  various  criteria  of  assessing  status,  local  and  statewide. 
Even  if  w^e  were  concerned  only  about  the  relation  of  all  public  utility 
assessments  against  all  local  assessments,  the  statewide  weighted  aver- 
age for  local  might  not  represent  the  relationship  properly. 

Early  in  June  we  started  the  planned  inspection  of  county  assessing 
offices  according  to  a  pattern  and  schedule  which  we  hoped  would 
permit  visiting  every  county  within  the  time  and  budget  limitations. 
Some  time  before  an}'-  visits  were  made,  an  introductory  letter  was 
mailed  to  every  assessor  by  the  survey  director.  That  was  to  make  known 
the  general  purpose  of  the  visit  and  to  solicit  officially  the  cooperation 
needed.  In  order  to  unify  the  questioning  and  reporting  for  my  aides, 
concise  written  instructions  were  prepared  and  a  questionnaire  form 
compiled  upon  which  many  of  the  included  questions  could  be  answered. 

A  supplementary  short  questionnaire  which,  with  an  explanatory 
sheet,  was  mailed  directly  from  my  Buffalo  office  to  each  assessor,  was 
prompted  by  the  desire  to  learn  positively  whether  income  taxes  are 
regarded  by  them  as  deductible  operating  expense  in  computing  valua- 
tions by  capitalization  of  income.  We  knew,  beforehand,  that  some  of 
the  questions  would  be  inapplicable  in  some  counties,  and  had  pre- 
conceived ideas  as  to  what  many  answers  were  likely  to  be.  In  the  few 
cases  where  we  were  asked  to  leave  the  questionnaire  for  answering 
later,  the  responses  usually  displayed  interest  and  keen  understanding 
of  the  assessors'  problems. 

CONDENSED  SUMMARY  OF  SIGNIFICANT  FACTS  AND  OBSERVATIONS 
FROM  FIELD   REPORTS 

Having  in  mind  that,  for  the  purposes  of  this  survey,  the  produc- 
tiveness of  our  field  visits  to  county  assessing  offices  lies  principally  in  a 
few  conclusions  as  to  the  typical  standard  of  performance,  there  is  no 
need  to  encumber  this  report  with  the  voluminous  detail  accumulated 
by  my  staff.  Such  detail  was  essential  to  arrive  at  my  conclusions,  and 
would  be  very  helpful  in  rating  the  relative  standings  of  these  offices, 
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were  that  required.  The  features  commented  upon  in  the  following 
paragraphs  are  selected,  for  various  reasons,  from  the  schedule  used  as 
a  check  list  by  my  aides. 

Form  of  organization  and  quality  of  personnel. 

The  form  of  organization  found  in  nearly  all  the  county  assessing 
offices  is  a  composite  of  the  functional  and  geographical  types.  In  the 
more  important  counties  the  typical  pattern  is  that  land  pricing  and 
corollary  studies  are  directed  by  one  principal  assistant,  the  appraisal  of 
structures  by  another  and  the  appraisal  of  personalty  by  a  third  man. 
That  functional  division  of  appraisal  work  continues,  in  most  cases, 
throughout  the  office  operations,  but  the  more  common  practice  as  to 
field  work  is  to  assign  the  inspector-appraisers  to  geographic  districts. 

Almost  without  exception,  the  elected  assessors  display  great  interest 
in  their  tasks.  Some  have  a  background  which  gives  them  special  quali- 
fications, but,  regardless  of  background,  nearly  all  evince  keen  under- 
standing of  the  basic  elements  in  appraising  and  a  somewhat  surprising 
familiarity  with  the  recommended  techniques.  Where  the  importance 
of  assessing  warrants  having  a  considerable  staff,  the  assessors  seem  to 
have  been  successful  in  recruiting  very  competent  men  for  the  key 
positions.  As  a  generality,  my  staff  confirms  my  own  conviction  that 
the  quality  of  personnel  in  these  offices  definitely  is  superior  to  what 
is  found  in  most  states. 

Degree  of  standardization. 

It  would  be  difficult  to  say  with  assurance  just  what  degree  of 
standardization  has  been  attained  in  each  county  as  to  mapping,  ap- 
praising and  recording.  Most  of  them  are  in  a  state  of  evolution.  Some 
are  now  fully  equipped  with  modern-type  tax  maps;  some  also  have 
standardized  methods  of  appraising  realty,  and  a  few  use  well-organ- 
ized, efficient  methods  for  appraising  personalty.  The  best  way  to  give 
a  general  picture  of  the  status  in  this  respect  is  to  state,  in  approximate 
terms,  the  progress  made,  as  evidenced  by  adoption  of  Division  of  As- 
sessment Standards  forms  and  manual  procedures.  The  following  figures 
are  approximations,  none  of  which  are  to  be  taken  as  precise. 

Four  counties,  comprising  metropolitan  areas,  have  comprehensive 
installations  of  appraisal  technique  which  were  initiated  long  ago  and 
which  they  are  reluctant  to  change.  It  appears  that,  as  to  mapping, 
31  counties  are  using  the  DAS  pattern  of  tax-maps,  and  16  others  are 
partly  so  equipped.  DAS  standards  for  appraising  realty  are  in  use 
to  a  considerable  extent  in  43  counties,  and  less  so  in  10  others. 

It  is  difficult  to  rate  the  appraisal  of  personalty  in  terms  of  DAS 
standards,  partly  because  those  standards  necessarily  leave  much  to 
the  discretion  of  the  assessor.  Broadly  viewed,  it  can  be  said  that  DAS 
methods  are  followed  to  some  extent  in  about  40  counties. 

DAS  recomemndations  for  various  types  of  records  are  followed 
wholly,  or  in  large  part,  by  35  counties,  and  to  lesser  extent  in  some 
others.  The  cost  of  acquiring  new  file  cabinets  and  making  other 
changes  is  a  powerful  deterrent. 

Method  of  converting  appraised  valuations  to  assessments. 

In  three  counties,  this  telltale  operation  is  avoided  by  appraising 
every  property  directly  in  terms  of  the  desired  level  of  assessment; 
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prices  are  tabulated  for  land  and  structures  at  the  fraction  of  full 
value  necessary  to  produce  such  results.  Generally,  however,  prop- 
erties are  appraised  at  the  professed  full  value  and  reduced  by  a 
percentage  multiplier. 

Some  of  the  claims  that  realty  is  assessed  at  rates  much  higher  than 
the  State  Board  of  Equalization  finding  arise  from  the  fact  that 
appraised  valuations  made  a  decade  ago  are  now  being  converted  to 
assessments  by  multipliers  as  high  as  35  to  40  percent. 

In  most  counties,  appraised  valuations  of  the  several  types  of  realty 
are  reduced  to  assessment  level  by  the  same  percent  factor.  Only  a 
few  assessors  admit  that  commercial  and  industrial  are  rated  a  little 
higher,  and  proffer  reasons  for  doing  so  which  satisfy  themselves. 

Less  uniformity  prevails  as  to  the  equalizing  of  assessments  for  the 
several  classes  of  personalty.  In  25  counties  the  rate  of  equalization 
for  personalty  as  a  whole  is  higher  than  for  realty,  and  in  19  counties 
the  "inventory"  class  of  personalty  is  higher  than  in  other  classes. 
This  seeming  discrimination  is  claimed  to  be  justified  by  such  factors 
as  appraised  valuations  which  are  taken  from  book  figures  wherein  cer- 
tain elements  of  cost  are  absent,  or  because  of  the  greater  liquidity, 
marketwise,  of  the  commodities. 

Collection  and  use  of  sale  data. 

In  almost  every  county  some  effort  is  made  by  the  assessor  to  profit 
from  the  value  indications  of  sales,  as  recommended  in  the  DAS  Man- 
ual, Section  301.  In  most  counties  the  principal  use  made  of  them 
is  for  reference  at  such  time  as  the  subject  part  of  that  county  is  being 
revalued  (commonly  at,  say,  four-year  intervals).  The  methods  used 
for  filing  such  sale  data  vary,  and  generally  are  unsatisfactory  for 
easy  and  fast  reference.  The  favorite  way  is  to  scribe  the  few  signifi- 
cant figures  (date  and  consideration)  on  the  tax  map  as  read  directly 
in  the  deed  copy.  That  document  then  is  placed  in  dead  storage.  An- 
other method  is  to  transfer  the  significant  figures  to  the  property  card. 
Only  a  very  few  counties  maintain  a  separate  file  in  which  all  sale 
data  is  recorded  on  appropriate  card  forms  filed  in  geographic  and 
chronologic  order. 

Our  "checklist"  calls  for  collecting  information  as  to  the  number 
of  personnel  and  the  cost  of  operating  county  assessing  offices.  This 
was  prompted  by  two  thoughts:  one,  that  the  adequacy  of  staff  and 
the  budget  allowance  shoiild  be  somewhat  incjicative  of  the  perform- 
ance; the  other,  that  unit  costs  per  assessment  parcel,  per  capita  and 
per  square  mile  might  be  the  basis  for  evolving  typical  figures  to  be 
used  as  standards.  This  phase  of  the  inquiry  produced  little  of  value, 
principally  because  a  number  of  counties  are  in  a  state  of  economic 
flux.  Some  are  in  the  process  of  revaluation,  wholesale  or  piecemeal, 
and  do  not  separate  such  costs.  In  others,  the  cost  of  tax  collecting 
is  merged  with  that  of  assessing. 

So  far  as  can  be  deduced  from  the  confused  and  sometimes  inade- 
quate data  available  the  cost  of  routine  assessing  of  realty  ranges 
from  $1  to  $4  per  parcel,  and  the  cost  of  assessing  personalty  varies 
from  35  cents  to  $2.60  per  unit. 

Another  important  item  of  discussion  with  the  county  assessors 
was  designed  to  disclose  their  appraisal  of  the  services  rendered  by, 
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or  securable  from,  the  DAS.  The  great  majority  declared  that  it 
has  been  the  chief  factor  in  promoting  notable  progress  throughout 
the  State.  The  few  reservations  from  enthusiastic,  wholesale  endorse- 
ment were  from  some  rural  counties  which  find  the  technique  too 
detailed  and  generally  beyond  their  requirements.  Another  "com- 
plaint," if  it  can  be  so  termed,  is  that  solving  of  special  problems 
sometimes  has  to  wait  because  the  DAS  personnel  available  for  advisory 
service  are  too  few  in  number  to  meet  the  demand. 

The  responses  to  our  question  as  to  the  special  problems  were  sur- 
prisingly few  and  frequently  included  the  explanation  that  the  DAS 
from  time  to  time  has  helped  in  settling  uncertain  or  controversial 
points. 

One  problem  that  continues  to  vex  the  assessors  in  "timber"  coun- 
ties is  the  assessing  of  standing  timber.  They  feel  that  the  exemption 
from  taxation  given  by  Article  XIII,  Section  12f,  of  the  Constitution 
as  an  encouragement  for  reforestation  is  too  broad.  If  assessment  and 
taxing  of  all  merchantable  timber  were  permitted,  these  counties  would 
have  a  much  greater  tax  base  and  they  suggest  that  part  of  the  addi- 
tional tax  revenue  could  be  applied  directly  to  reforestation.  As  it  is, 
the  increment  accruing  during  a  long  period  to  a  given  owner  may  be 
untaxed  completely,  if  he  sells  at  the  termination  of  his  exemption 
years.  The  claim  is  made  that  many  professional  foresters  now  believe 
that  the  best  method  of  reforestation  is  to  cut  all  merchantable  timber 
in  the  subject  area,  burn  the  refuse  and  reseed.  The  new  trees  will  grow 
more  rapidly  and  uniformly  than  if  they  were  interspersed  among  the 
partly  and  wholly  mature  remainder  now  specified  by  Section  12f . 

The  special  questionnaire  sent  to  county  assessors  with  my  letter  of 
July  16,  1958,  was  devised  to  secure  definite  detailed  knowledge  as  to 
the  typical  procedure  in  their  appraising  of  ordinary  property  by  the 
capitalization  approach  for  comparison  with  that  used  by  the  Valuation 
Division  of  the  State  Board  of  Equalization  and  especially  as  to  the 
treatment  of  income  taxes  levied  upon  such  properties.  As  has  been 
stated  previously,  not  one  assessor  treats  such  taxes  as  deductible  oper- 
ating expense.  The  questionnaire  provided  for  reporting  separately,  by 
types  of  use.  This  was  for  the  purpose  of  ascertaining  whether  the  prac- 
tice varied  as  between  classes  of  business  property.  The  responses 
demonstrated  that  the  variations  reported  were  only  for  certain  ele- 
ments of  capitalization  which  properly  might  be  graduated  in  rate. 

It  appears  that  in  most  counties,  the' assessor  allows  reasonable  flexi- 
bility by  those  assistants  who  handle  this  class  of  realty,  and  that  the 
range  of  factors  permitted  is  about  the  same  as  will  be  found  in  private 
appraisal  reports. 

SPECIAL   INQUIRY   INTO   LAND   ASSESSMENTS   IN   CENTRAL 
BUSINESS   DISTRICTS 

The  assessments  of  land  in  central  business  districts  of  larger  cities 
are  important  elements  of  their  total  assessed  valuations,  and  com- 
parison of  such  land  assessments  usually  do  have  significance  as  cri- 
teria of  the  relative  levels  of  assessing.  Therefore,  my  associate.  Dr. 
Sause,  was  assigned  the  task  of  investigating  the  methods  used  by 
county  assessors  in  appraising  the  high-valued  lands  in  five  of  the  prin- 
cipal cities  and  also  reporting  upon  the  basic  prices  applied  to  the 
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principal  retail  business  frontages.  He  examined  and  analyzed  such 
assessments  in  Los  Angeles,  Oakland,  Sacramento  and  San  Diego.  We 
had  planned  to  make  a  similar  study  in  San  Francisco,  but  were  unable 
to  make  the  necessary  arrangement  with  the  assessor  before  Dr.  Sause 
was  scheduled  to  resume  his  work  at  Lafayette  University.  Subse- 
quently, I  reviewed  the  situation  there  with  Assessor  Wolden  and  his 
aides.  From  the  voluminous  note-taking  and  analysis  needed  to  check 
the  assessors'  figures,  we  were  able  to  deduce  the  typical  figures  for 
base  prices  and  for  corner-location  increment  at  key  locations. 

In  Los  Angeles,  systematic  procedures  are  in  use  which  produce 
prices  that  seem  to  be  appropriate.  Land  prices  there  have  been  lowered 
about  10  percent  recently,  to  allow  for  the  effect  of  decentralization  of 
retail  businesses. 

In  Oakland,  systematic  procedure  has  been  followed  in  the  course  of 
a  recent  revaluation.  The  deduced  unit  prices  seem  to  be  low  for  the 
population  size  of  the  city,  but  may  be  justified  by  the  dominating 
influence  of  nearby  San  Francisco.  A  somewhat  analogous  relation 
exists  in  New  York  City  between  Manhattan  and  Brooklyn. 

In  Sacramento  the  existing  prices  admittedly  are  high  and  the  corner 
increment  charged  is  excessive.  The  current  revaluation  will  be  based 
on  lower  prices. 

In  San  Diego,  also,  the  base  prices  and  corner  increment  seem  higher 
than  supportable.  A  revaluation  there  is  planned  which  probably  will 
effect  reductions. 

Dr.  Sause  summarized  that  all  four  counties  have  land  value  maps 
and  follow  systematic  technical  procedures;  also,  that  the  personnel 
assigned  to  this  work  are  competent  and  appear  to  be  familiar  with 
local  business  conditions. 

Inasmuch  as  the  land  prices  have  been  determined  from  analyses  of 
rentals  I  conclude  that  the  apparently  high  pricing  may  reflect  reces- 
sion and  decentralization  and,  possibly,  the  use  of  capitalization  rates 
which  now  are  too  high. 

My  necessarily  cursory  inquiry  into  land  pricing  in  San  Francisco 
indicated  that  there,  also,  this  class  of  land  is  assessed  at  about  as  high 
a  level  as  equalization  warrants. 

Correlating  what  my  associates  and  I  have  learned  in  the  field  and  in 
the  Division  of  Assessment  Standards,  it  is  my  opinion  that,  as  more 
and  more  counties  adopt  the  recommended  uniform  procedures  of  the 
division,  the  disparities  between  local  assessments  of  classes  and  indi- 
vidual units  of  realty  and  personalty  will  lessen  year  by  year,  both  in 
number  and  in  dollar  significance. 

PUBLICATION   OF  ASSESSMENT   RATIOS 

Equalization  by  cooperation  is  working  to  steadily  improve  the  situa- 
tion in  California,  but,  until  the  veil  that  so  often  obscures  assessment 
practices  is  lifted  and  appeals  procedures  are  improved,  a  limit  to  this 
progress  will  continue  to  exist.  Consultant  Chapman  and  I  have  recom- 
mended jointly  that  the  board  publish  annually  its  findings  as  to  the 
equalization  ratio  of  locally  assessed  property  in  each  county. 

There  appears  to  be  no  direct  mandate  in  the  statutes  that  the  find- 
ings of  the  State  Board  of  Equalization  as  to  assessment  ratios  be 
published,  but  several  sections  of  Article  4,  Chapter  2,  Part  3  of  the 
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Revenue  and  Taxation  Code  imply  publication,  notably  Sections  2001 
and  2004.  These  sections  are  contained  in  Cliapter  1466,  Statutes  of 
1949,  which  is  currently  beiiic:  held  in  abeyance.  In  1951,  it  may  be 
noted,  tlie  board's  findings  were  published  in  the  report  of  the  Senate 
Interim  Committee  on  State  and  Local  Taxation  (Part  6,  p.  279). 
The  relevant  code  sections,  noted  above,  read  in  part : 

Section  2001.     Cerfification    to    Governor.     "  *  *  *    the   board 

shall  certify  to  the  Governor  *  *  *  ifs  fnal  defcrmination  of  the 

relationship  between  the  total  value  of  land,  improvements  and 

tanpible  personal  property  as  entered  upon  the  local  roll  by  each 

assessor  and  as  thereafter  equalized,  and  the  market  value  thereof. 
*  *  *  >' 

Section  2004.  Adjustments  of  Tax  Eates.  "In  a  district  which 
is  situated  partly  in  one  county  and  partly  in  one  or  more  other 
counties  *  *  *  the  rate  or  rates  applicable  to  the  asse^^sments  on 
these  rolls  shall  be  adjusted  to  equalize  differences  between  the 
county  percentages  of  assessed  to  market  value  as  determined  hy 
the  hoard.    *  *  *  "  (Italics  added.) 

Obviously,  such  adjustments  cannot  be  made  without  knowledge  of  the 
rates  found  by  the  board. 

My  census  of  county  assessors'  opinions  as  to  this  question  found  that 
out  of  the  49  who  have  a  definite  opinion,  15  are  in  favor  of  publication, 
31  are  opposed,  and  three  agree  that  publication  is  proper,  but  not  at 
this  time  when  it  is  such  a  controversial  matter. 

My  opinion  is  that  full  publicity  should  be  given  to  the  State  Board 
of  Equalization  findings.  New  York  State,  Pennsylvania,  and  others  do 
so.  In  New  York  State,  county  equalization  boards  publish  their  findings 
as  to  the  rates  of  assessing  by  assessors  in  the  component  cities  and 
towns. 

The  manner  of  publicizing  the  board's  findings  as  to  county  equaliza- 
tion and  the  timing  thereof,  should  be  decided  by  the  board.  I  suggest 
that  the  findings  of  equalization  rates  for  counties  and  for  cities  be 
published  annually  in  a  small  pamphlet,  with  a  concise  explanatory 
preface.  That  official  pamphlet  should  be  sent  to  every  county  board  of 
equalization  and  to  all  other  officials  concerned,  and  be  made  available 
to  the  public  generally. 

Those  assessors  who  oppose  publication  of  the  State  Board  of  Equali- 
zation findings  also,  generally,  believe  that  it  is  better  not  to  state 
officially  the  rate  at  which  they  do  assess.  Several  of  them  state  that  they 
verbally  give  that  information  to  inquiring  taxpayers.  A  few  are  willing 
to  announce  the  rate  at  which  they  severally  claim  to  assess,  but  they 
oppose  publication  of  the  State  Board  of  Equalization  findings.  The 
assessor's  affidavit  specified  in  Section  616  of  the  Revenue  and  Taxation 
Code  requires  him  to  swear  that  all  property  Avithin  the  county  has  been 
assessed  by  him  ' '  at  its  value  as  required  by  law  *  *  *  . "  This  naturally 
makes  them  reluctant  to  admit  officially  that  they  do  not  assess  at  full 
value. 

]\Iy  own  recommendation  is  that  every  assessor  should  be  required  to 
state  publicly  each  year  the  rate  at  which  he  professes  to  assess  ordinary 
property.  The  taxpayer  who  seeks  to  ascertain  whether  his  property  is 
equitably  assessed  cannot  do  so  merely  by  comparing  the  assessment  of 
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his  property  aprainst  those  of  vicinity  parcels,  or  those  of  a  few  similar 
properties  in  other  locations.  The  question  as  to  whether  a  p:iven  prop- 
erty is  over-assessed  can  be  answered  properly  only  by  ascertainin*; 
whether  it  bears  a  disproportionate  part  of  the  tax  burden.  That  ufves- 
sitates  comparison  of  the  rate  at  which  the  auhirct  property  is  a-ses^ed 
with  the  wei<j:hted-averag:e  rate  at  wliich  aJl  other  property  subject  to 
the  same  tax  is  assessed.  That  is  the  problem  wliich  confronts  a  county 
equalization  board  in  disposinpr  of  each  and  every  ajipraisal.  In  makincr 
its  decisions  that  board  must  consider  the  freneral  level  of  assessments 
made  by  the  county  assessor.  His  own  official,  verified  declaration  upon 
that  point  should  be  part  of  the  evidence  adduced  in  every  anpe;)l. 

The  assessor  who  has  confidence  that  his  assessments  have  been  made 
according  to  definite  procedures  designed  to  secure  consistency  should 
be  willing  to  disclose  all  significant  elements  of  his  assessing.  He  should 
not  be  deterred  by  fear  of  censure  because  of  n(mcompliance  with  a 
legal  prescription  that  is  universally  disregarded. 

In  Pennsylvania  the  statutes  have  been  amended  to  permit  assessing 
at  any  rate  up  to  75  percent.  The  same  act  requires  that  the  county 
assessor  make  known  publically,  each  year,  the  rale  at  which  he  pro- 
fesses to  assess.  In  New  York  State  a  generally  similar  revision  has  been 
proposed  by  the  State  Board  of  Equalization,  but  without  any  limitation 
of  rate. 

In  many  tax  districts  of  other  states  the  percent  of  full  value  at 
which  property  is  assessed  is  printed  on  the  tax  bill.  Assembly  Bill  No. 
48,  introduced  in  the  California  Legislature  on  March  10,  1958,  would 
require  that  the  rate  percent  of  assessment  be  printed  on  all  tax  bills. 

The  foregoing  argument  of  the  need  for  disclosure  of  the  assessment 
level  adopted  by  the  assessor  leads  naturally  to  the  corollary  question 
as  to  how  that  notification  shall  be  given  to  all  taxpayers.  That  point 
will  be  covered  in  the  discussion  of  appeal  procedure  which  follows  this 
paragraph. 

NOTICE   OF   COUNTY   EQUALIZATION    RATE   AND   CHANGE 
IN   ASSESSED   VALUATION 

There  seems  to  be  no  statutory  requirement  that  the  assessor  give 
public  notice  of  the  completion  of  his  roll,  but  Section  1601  provides 
that  the  county  board  of  equalization  give  such  notice  stating  the  tim.e 
when  it  will  meet  "to  equalize  assessments."  That  notice  would  be  an 
ideal  medium  for  publicizing  the  adopted  equalization  rate.  There  is  no 
requirement  that  the  assessor  notify  a  taxpayer  of  a  change  in  assess- 
ment. The  general  presumption  is  that  property  owners  assume  the  task 
of  keeping  informed  as  to  their  assessments,  but  some  state  tax  laws 
specify  that  nonresident  taxpayers  shall  be  furnished  that  information 
upon  request.  Others  require  the  assessor  to  notify  the  owner,  or  otlier 
taxpayer,  of  any  increase  in  assessment.  I  recommend  that  considera- 
tion be  given  to  mailing  such  a  notice  (post  card)  of  every  increase, 
except  those  resulting  from  comprehensive  revaluation,  in  which  case 
general  notice  can  be  given  by  publication  in  new^spapers  well  in  ad- 
vance of  completion  of  the  revision. 

Section  1605  authorizes  the  county  board  of  equalization  to  increase 
or  lower  any  assessment  on  the  local  roll,  "after  giving  notice,  as  pre- 
scribed by  its  rules."  There  seem  to  be  no  statutory  requirements  as 
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to  the  form  of  notice  or  the  length  of  time  to  be  given  the  assessee  in 
which  to  protest  that  action.  One  court  decision  is  to  the  effect  that 
notice  in  time  to,  have  a.  full  and  fair  hearing  is  sufficient.  Another 
decision  holds  that  the  notice  must  be  of  the  intended  action  of  the 
board.  Presumably,  that  action  would  be  effective  as  soon  as  notice  has 
been  given. 

Section  1607  makes  a  prerequisite  for  claiming  a  reduction  in  local 
assessment  the  filing  of  a  verified,  written  application  which  states  the 
supporting  facts.  Presumably,  each  county  board  must  accept  any  appli- 
cation that  complies  with  these  meager  and  vague  specifications. 

I  recommend  that  consideration  be  given  to  amending  the  provisions 
controlling  equalization  and  notification  to  the  taxpayer  of  increase  in 
assessment.  The  simplest  way  to  cover  the  field  would  be  to  empower 
the  State  Board  of  Equalization  to  devise  the  necessary  forms,  to 
compile  the  basic  regulations  and  to  mandate  the  counties  to  conform 
accordingly. 

TAXPAYERS'   GRIEVANCE    PERIOD 

Removal  of  the  secrecy  barriers  which  now  restrict  appeals  is  only  a 
first  step  in  opening  up  appeals  channels  to  the  point  that  all  taxpayers 
may  hope  to  be  treated  fairly.  As  a  second  step  there  must  be  liberaliza- 
tion of  appeals  procedures  themselves. 

Careful  scanning  of  the  comprehensive  index  to  Property  Tax  Laws 
and  perusal  of  the  text  fail  to  show  any  mention  of  the  term  "appeal" 
as  related  to  locally  made  assessments.  It  seems  that  the  only  provision 
for  protesting  or  contesting  a  claimed  overvaluation  is  by  application 
for  a  reduction  to  be  filed  with  the  county  board  of  equalization,  as 
stated  in  Section  1607.  That  section  does  not  specify  the  form  of  appli- 
cation or  the  period  within  which  it  must  be  filed.  Presumably,  the 
period  would  be  the  same  as  that  during  which  the  roll  is  open  for 
inspection—the  two-week  equalization  period    (Sections  1602,   1603). 

No  provision  is  made  for  a  review  or  "grievance"  period  during 
which  a  taxpayer  may  inspect  the  assessment  roll  and  ascertain  the 
assessed  valuation  of  his  property  and  those  of  his  neighbors  and  others 
comparable  while  it  still  is  possible  for  the  assessor  to  revise  his  figures. 

The  date  of  taxable  status  is  the  first  Monday  of  March,  and  the 
assessor  has  from  then  until  the  first  Monday  in  July  to  make  field 
inspections  and  compile  the  assessment  roll.  As  soon  as  completed  he 
must  deliver  the  local  roll  to  the  board  of  supervisors,  after  which  time 
he  may  make  only  such  changes  as  may  be  ordered  by  that  board. 
Hence,  it  appears  that  there  is  no  statutory  provision  for  a  period 
during  which  the  roll  can  be  inspected  and  a  taxpayer  can  learn  the 
amount  of  his  assessment  prior  to  completion  of  the  roll  by  the  assessor. 
Nor  is  there  a  period  during  which  a  taxpayer,  having  ascertained  the 
amount  of  his  assessment,  can  protest  directly  to  the  assessor  before  the 
roll  is  completed  and  the  assessor's  control  over  it  has  terminated. 
Consequently,  the  taxpayer  has  no  opportunity  to  call  the  assessor's 
attention  to  errors  of  fact  or  judgment,  and  the  assessor  is  deprived  of 
the  chance  to  make  such  changes  as  might  be  appropriate. 

An  aggrieved  taxpayer  must  file  his  written,  verified  appeal  with  the 
county  equalization  board  between  the  first  and  tliird  Mondays  of  July. 
During  those  two  weeks  the  county  board  must  examine  all  appellants 
under  oath  and  they  must  answer  all  questions  asked  by  the  board.  The 
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assessor  must  be  at  the  board  hearings  and  he  may  testify  and  produce 
evidence. 

The  roll,  as  amended  after  all  changes  by  the  board,  must  be  delivered 
to  the  county  auditor  not  later  than  the  third  day  after  the  third 
Monday  in  July,  Seventeen  days,  including  intervening  Sundays  and 
holidays,  seems  to  be  a  very  short  time  in  which  to  receive  appeals,  hold 
hearings,  pass  judgment  thereon  and  make  necessary  changes  in  the  roll. 

The  board  of  supervisors,  which  acts  also  as  the  county  equalization 
board,  is  the  governing  body  which  administers  most  county  functions. 
It  depends  upon  property  tax  levies  for  most  of  its  revenue  and,  con- 
versely, it  controls  the  appropriation  of  funds  for  the  assessor's  opera- 
tions. The  taxpayer,  who  is  denied  the  claimed  tax  relief  by  a  tribunal 
without  juridical  qualifications  and  which  is  likely  to  lack  impartiality, 
is  estopped  from  further  appeal,  except  that  he  may  carry  questions  of 
law  to  the  courts. 

California  is  not  singular  in  this  respect,  but  there  are  states  in  which 
provision  is  made  for  an  intermediate  appeal  to  a  disinterested,  impar- 
tial board.  In  some  cases,  these  review  boards  are  intended  to  serve, 
and  in  practice  do  operate,  as  a  "poor  man's  court."  The  members  are 
selected  from  among  persons  known  to  have  a  sense  of  civic  interest 
and  to  be  impartial.  Their  emolument  is  likely  to  be  small,  probably  low 
per  diem  payments.  Therefore,  they  concentrate  upon  disposing  of  cases 
in  which  the  taxpayer  is  virtually  precluded  from  court  action  by  the 
costs  involved  as  related  to  the  tax  involved.  Sometimes,  also,  they  grant 
reductions,  justifiable  perhaps  upon  moral  grounds  which  a  court  might 
deem  nonevidential,  such  as  a  small  tax  relief  which  would  enable  a 
family  home  to  be  preserved.  In  a  few  states,  the  assessor  may  grant 
such  relief  to  indigents. 

The  timetable  of  assessing  should  be  changed  to  permit  introduction 
of  a  "grievance  period"  during  which  the  assessment  roll  may  be  in- 
spected, formal  protests  may  be  filed  with  the  assessor,  and  he  may 
revise  the  assessments  of  only  those  items  which  have  been  protested 
formally.  That  would  permit  the  assessor  to  correct  errors  of  fact  or  of 
judgment  called  to  his  attention  before  tax  bills  are  written.  New  York 
state,  and  others,  provide  this  means  of  review,  beneficial  alike  to 
property  owner  and  assessor.  Such  a  "grievance  period"  could  be 
introduced  into  the  California  procedure  with  minimum  change  in 
existing  practice  or  new  legislation,  by  providing  a  timetable  generally 
similar  to  that  prescribed  for  state-assessed  property  (Sections  751  to 
756).  The  "tax  day"  is  the  first  Monday  in  March  (Section  448).  The 
last  day  for  filing  property  statements  by  owners  is  the  last  Monday  in 
May  (Section  441).  The  local  roll  must  be  computed  by  the  first  Monday 
of  July  (Section  616).  Hence,  it  appears  that  the  month  of  June  could 
be  designated  as  a  period  during  which  the  roll  would  be  open  for 
inspection  by  taxpayers,  for  the  filing  of  protests  against  assessments 
and  for  action  by  the  assessor.  Final  completion  of  the  roll  would  be  as 
now  prescribed. 

A  longer  "grievance  period"  is  desirable,  say  two  months.  During 
the  first  month  all  protests  must  be  made  and  written  and  a  verified 
protest  upon  a  prescribed  form  must  be  filed  with  the  assessor.  He 
would  dispose  of  them  during  the  second  month.  That  longer  period 
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could  be  provided  by  moving  the  final  date  for  filing  statements  back 
to  the  last  Monday  in  April,  and  fixing  the  first  Monday  in  May  as  the 
date  for  opening  the  roll  to  inspection  by  the  public. 

An  indispensable  corollary  addition  to  such  a  change  is  that  after 
said  opening  of  the  roll  for  inspection  no  change  in  assessment  shall  be 
made  by  the  assessor  except  those  allowed  after  protest  as  shown  in  his 
official  file. 

APPELLATE    PROCEDURES 

Although  the  establishment  of  an  assessors'  grievance  period  would 
4>Teatly  reduce  the  number  of  appeals,  some  form  of  appellate  body 
should  be  retained.  The  number  of  appeals  expectable  from  the  various 
comities  v/ill  fluctuate  under  the  infiuence  of  economic  changes,  espe- 
cially at  times  when  comprehensive  changes  in  assessments  are  made. 
Consequently,  the  workload  of  an  appeal  agency  may  vary  greatly  from 
year  to  year.  I  recommend  that  permissive  legislation  be  enacted  to 
allow  any  county  which  so  desires  to  establish  an  appeals  board  (sepa- 
rate from  the  board  of  supervisors)  which  would  assume  the  super- 
visors' equalization  functions.  The  Los  Angeles  Count}-  board  has  al- 
ready expressed  an  interest  in  this  type  of  legislation.  In  addition,  I 
recommend  that  the  State  Board  of  Equalization  be.  made  the  appellate 
body  for  the  county  boards  of  equalization  or  appeals  boards. 

Tiie  State  Board  of  Equalization  now  is  a  "going  concern,"  equipped 
with  physical  plant,  competent  personnel  and  well-devised,  compreneii- 
sive  procedures.  It  seems  unnecessary  and  unjustifiable  to  contemplate 
setting  up  an  entirely  new  agency  of  government  vvhich,  in  pari.,  would 
be  a  duplication  of  a  long  established,  accredited  department  en  rapport 
with  those  other  state  agencies  with  which  its  functions  and  problems 
commingle. 

Sucli  a  system  would  ensure  disinterested  treatment  of  appeals  and 
would  inspire  more  confidence  in  taxpayers  that  their  protests  would 
be  handled  impartially.  It  would  discourage  the  filing  ol  appeals  with- 
out inherent  merit,  based  upon  expectation  of  political  or  personal 
preference.  Lastly,  it  definitely  would  be  a  factor,  perhaps  powerful,  in 
promoting  a  better  standard  of  equalization. 

INCOME   TAXATION   AS   AN    ELEMENT   IN   CAPITALIZATION   OF    INCOME 

Although  not  directly  related  to  considerations  of  appeals  procedures, 
the  proper  allowance  for  income  tax  when  capitalizing  income  to  deter- 
mine value  properly  belongs  in  this  section  because  it  is  directly  related 
to  the  achievement  of  equity  for  all  taxpayers. 

The  State  Board  of  Equalization  should  make  a  special  stud}^  of  the 
practice  current  among  county  assessors  in  appraising  important  in- 
come-producing properties,  for  the  purpose  of  reconciling  the  treatment 
of  income  taxes  thereon  with  the  procedure  in  that  respect  used  in  its 
Valuation  of  public-utility  properties. 

The  treatment  of  this  economic  factor  in  appraising  important  prop- 
erties maj'  be  significant  in  a  metropolitan,  intensively  developed  county 
like  San  l-t^ancisco,  but  insignificant  in  others.  Perhaps  it  may  be  in- 
significant in  terms  of  county  finance,  but  nevertheless  important  to  the 
taxpayer.  In  San  Francisco  County  it  is  especially  possible  that  an 
intensive  study  of  the  assessments  of  commercial,  industrial  and  apart- 
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raent-building  properties  might  disclose  that  they  are  disproportionately 
high,  as  indicated  by  the  relatively  small  number  of  samples  i)i  Dr. 
Kuznets'  tabulation. 

In  determining  the  value  of  public-utility  property  by  income-anal- 
ysis the  Valuation  Division  of  the  State  Board  of  Eciualization  follows 
a  procedure  different  from  that  used  generally  in  appraising  common 
types  of  property.  That  difference  lies  in  the  fact  that  it  treats  certain 
elements  as  operating  expense  to  be  deducted  before  finding  tlie  net 
profit  from  operation.  That  is  effected  by  including  in  the  capitalization 
rate-percent  a  figure  for  income  taxes,  federal  and  state.  That  total  rate 
is  a  composite  of:  (1)  amortization  percent;  (2)  realty-tax  percent; 
(3)  income-tax  percent;  and  (4)  a  basic-yield  percent.  No  one  of  these 
components  takes  precedence  over  the  others. 

The  amortization  percent  is  based  upon  that  figure  which  at  N  per- 
cent will  accumulate,  during  the  estimated  rem.aining  life,  a  sinking 
fund  sufficient  to  retire  the  perishable  plant.  The  realty-tax  percent  is 
predicated  upon  the  amount  of  tax  paid  during  the  ])receding  year. 
The  income-tax  percent  also  is  computed  from  the  previous  year  experi- 
ence. The  basic-yield  percent  usually  adopted  is  6  percent. 

County  assessors,  and  appraisers  generally,  give  no  explicit  recogni- 
tion to  income  taxes  in  their  capitalization  procedure ;  they  consider 
each  parcel  of  realty  as  an  abstraction  capable  of  producing  a  certain 
amount  of  revenue  after  deducting  the  cost  of  operation  and  mainte- 
nance. Nor  do  they  deduct  as  an  expense  the  interest  paid  for  borrowed 
capital.  Under  this  concept,  the  distribution  of  net  profit  between  own- 
ers of  the  equity,  bond  or  mortgage  holders  and  other  creditors  has 
been  given  little  consideration.  But,  it  now  seems  tliat  the  rates  of 
capitalization  used  generally  must  be  increased  greatly  to  compensate 
for  the  large  share  of  the  profit  taken  by  the  silent  partner.  Uncle  Sam, 
in  the  form  of  income  tax. 

Although  the  income  tax  payable  by  the  property  may  diminish 
greatly  by  deductions  of  interest  paid  to  creditors  of  various  kinds,  the 
impact  of  all  income  taxes  upon  the  profit  from  its  operation  (cori)orate 
tax  and  individual)  must  be  considered  in  any  capitalization  analysis. 
Its  appeal  as  an  investment  will  depend  upon  the  amount  of  net  (after 
corporate  tax)  payable  to  the  equity  and  other  owners,  and  upon  the 
relation  of  those  payments  to  the  yield  securable  from  other  forms  of 
investment.  Ordinarily,  an  investor  will  not  buy  into  a  commercial  or 
industrial  property  which  is  likely  to  pay  no  greater  rate  of  yield  than 
can  be  secured  from  tax-free  obligations  and  will,  therefore,  carefully 
consider  the  effect  of  income  taxes  before  deciding  whetlier  the  price 
asked  for  a  property,  or  an  equity  in  it,  is  reasonable. 

A  detailed  study  of  income  taxation  as  an  element  in  capitcdization 
would  yield  results  which  would  lead  to  uniform  standards  among  all 
assessors,  including  the  Valuation  Division,  in  the  application  of  income 
taxes. 
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TIMETABLE  FOR  LOCAL  ASSESSING  AND  EQUALIZING 
(Data  from  Property  Tax  Laws  of  California,  SBE  1957) 


Rev.  &  Tax  Code 

Page 

Section 

118 
118 
119 

120 
121 
122 
124 
124 

125 
126 

129 
130 

130 

405 
405 
407 

441 

448 
450 
465 
467 

532 
565 

616 
617 

647 

648 

By  County  Assessor 

Noon  on  first  Monday,  March — date  of  taxable  status. 

First  Monday,  March  to  first  Monday,  July — inspection*  period. 

Second  Monday,  July:  Assessor  to  transmit  statement  to  SBE  of  statistical  information 
required  by  it  AND  also  from  time  to  time. 

Between  first  Monday,  March  and  last  Monday,  May,  written  and  verified  property  state- 
ments (as  of  first  Monday,  March)  to  be  filed  with  assessor,  by  every  person. 

Assessor  may  designate  time  extension  for  filing. 

Assessor  may  destroy  statements,  four  years  after  relevant  lien  date. 

On  or  before  March  20,  every  taxing  agency  must  file  statements  with  assessor  showing: 
(a)  realty  conveyed  by  it  by  deed  during  year  preceding  first  Monday,  March  (b)  realty 
owned  by  it  then  and  under  sale-contract  to  a  purchaser. 

Two-year  limit  for  assessing  escaped  personal  property. 

Tax-deeded  property  redeemed  between  first  Monday,  March,  and  first  Monday,  July, 
to  be  restored  to  rcU. 

On  or  before  first  Monday,  July,  assessor  must  complete  the  local  roll. 

As  soon  as  completed,  assessor  must  deliver  local  roll  to  cleric  of  board  of  supervisors. 

N.B.  Delivery  of  the  roll  terminates  power  of  assessor  to  change  any  assessment. 

By  third  Monday,  July,  assessor  must  furnish  certified  copy  of  the  secured  roll  for  any  sub- 
district  to  such  district  if  written  request  is  made  on  or  before  first  Monday,  March. 

Upon  written  request  by  such  district  the  assessor  must  furnish  oa  first  Monday  in  each 
month  a  description  of  all  unsecured  property. 

143 

144 

145 
146 

1601 

1602 

1603 
1604 

1605 
1606 
1611 

1614 

Equalization  by  County  Board 

Immediately  upon  receipt  of  local  roll  from  assessor  the  clerk  (of  county  board)  must  give 

notice  of  completion  and  time  for  meeting  to  e(iualize  (about  first  week  of  July,  see  ref.  12). 
Until  equalization  is  finished,  local  roll  must  remain  in  clerk's  office  for  inspection  by  any 

person. 
Regular  equalization  period:  first  Monday,  July,  until  not  later  than  third  Monday,  July. 
Other  equalization  periods:  board  of  suijcrvisors  may  equalize  assessments  made  outside  the 

regular  assessment  period  at  meeting  held  during  month  succeeding  such  assessment. 
After  giving  notice  as  prescribed  by  its  rules,  the  board  may  increase  or  lower  any  assessment 

on  local  roll,  but  must  not  raise  nor  lower  the  entire  local  roll. 
Change  on  roll:  after  5-day  notice  to  all  interested  persons,  the  board  may  direct  the  assessor 

to  assess  "escaped"  parcels:  to  change  descriptions:  to  change  assessments  deemed  improper. 
On  third  day  after  adjournment  of  board  (see  18)  the  clerk  must  deliver  corrected  local 

roll  to  the  auditor. 

147 
147 

148 

1646 
1647 

1649 
1651 

By  Auditor 

As  soon  as  local  roll  is  received  by  auditor,  he  must  compute  totals  for  all  classes  of  property. 
On  or  before  third  Monday,  August,  the  auditor  must  prepare  duplicate,  verified  "valuation 

statements"  from  the  corrected  local  roll. 
As  soon  as  prepared,  he  shall  transmit  one  copy  to  the  controller  and  one  to  the  board. 
When  computations,  etc.  prescribed  in  1646  are  completed,  the  auditor  must  transmit  the 

unsecured  roll  to  the  assessor,  or  to  the  tax  collector. 

149 
150 

151-3 

1831 

1832.5 
1833 

1834 

1835 
thru 
1843 

Equalization  by  State  Board,  for  Local  Assessments 

From  third  Monday,  July,  through  third  Monday,  August,  the  SBE  must  equalize  the 
assessments. 

County  assessment  rolls  are  not  complete  until  expiration  of  SBE  equalization  period. 

SBE  may  equalize  classes  of  property  within  a  county:  to  wit,  (a)  all  land  (b)  all  improve- 
ments (c)  all  tangible  personalty. 

When  equalization  is  completed,  SBE  shall  notify  changes  to  county  and  city  officials:  also 
state  percent  to  be  added  or  reduced. 

When  auditor  receives  notice  of  changes,  he  makes  changes  on  county  roll. 

Provisions  of  Ch.  1466,  held  in  abeyance. 

131 
132 

751 
753 
754 
755 
756 

757 

791 

792 

Assessment  and  Equalization  by  SBE  for  Public-utility  Properties 

Value  and  tax  day  is  first  Monday  in  March. 

Annual  assessment  period  is  on  or  before  first  Monday  in  August. 

Inspection  of  roll  by  taxpayers:  between  first  and  third  Mondays  in  August. 

Reassessment:  any  time  prior  to  third  Monday,  August,  on  petition  by  any  state-assessee. 

Immediately  after  third  Monday  in  August,  SBE  shall  transmit  state-assessed  roll  to  county 

auditor. 
Also  immediately  transmit  to  auditor  of  each  city  in  which  the  lien  date  is  first  Monday  in 

March  a  state-assessed  roll  for  that  city. 
In  city  with  lien  date  other  than  first  Monday  in  March,  SBE  shall  assess  state-assessed 

property  as  of  the  city  lien  date. 
Notice  upon  completion  of  SBE  city  roll  to  be  given  state-assessee  of  time  and  place  of  a 

hearing  on  any  petition  for  reassessment.  Notice  to  be  served  by  mail  or  newspaper  of 

general  circulation. 

Inspection  by  assessor. 
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November  12,  1958 
Mr.  W.  K.  IIoll,  Staff  Director 
Joint  Interim  Co))imittee  on  Assessment  Practices 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Holl:  You  have  requested  the  writer  to  appraise  a  few 
water  utilities  operating  in  the  State  of  California.  These  utilities,  as 
you  know,  are  not  included  in  Article  XIII,  Section  14  of  the  Consti- 
tution which  enumerates  the  classes  of  properties  subject  to  state  assess- 
ment. Inasmuch  as  my  report  to  the  committee  deals  solely  with  state- 
assessed  properties,  I  am  submitting  herewith  a  separate  report  on  the 
appraisal  of  water  utilities. 

Manifestly  it  is  not  possible  for  the  writer  to  make  more  than  a 
cursory  survey  of  a  few  water  utilities.  Several  of  these  water  utilities 
have  operating  properties  in  widely  scattered  areas.  Even  though  these 
operating  districts  are  controlled  by  the  same  corporate  management, 
they  are  in  effect  separate  operating  divisions.  To  appraise  the  oper- 
ating properties  of  the  several  districts  of  one  water  utility  involves  a 
problem  of  allocation  if  the  unit  rule  of  appraisal  is  to  be  employed. 

We  have  selected  three  water  utilities  for  appraisal,  two  of  which 
operate  in  single  counties.  The  third,  Southwest  Walrr  Company,  also 
operated  in  a  single  county  until  recently.  Now  it  operates  properties 
not  only  in  Los  Angeles  County  but  also  in  Riverside  and  San  Bernar- 
dino Counties.  In  the  appraisal  of  this  utility  we  have  not  attempted 
to  allocate  the  unit  appraisal  among  the  three  counties  for  the  reason 
that  we  had  no  information  to  make  such  a  brealulown.  Instead,  we 
have  computed  the  ratio  of  the  combined  assessments  to  the  unit 
appraisal. 

In  our  appraisal  of  state-assessed  properties,  we  had  access  to  volumi- 
nous records  in  the  files  of  the  State  Board  of  Equalization  covering 
several  years  of  operation.  In  addition,  we  were  privileged  to  attend 
several  preassessment  conferences  so  that  we  were  able  to  ac(iuire  a 
considerable  store  of  information  relative  to  the  strengths  and  weak- 
nesses of  the  several  properties.  In  the  case  of  the  water  utilities,  our 
sole  source  of  information  was  the  annual  reports  filed  with  the  Public 
Utilities  Commission.  The  time  available  for  the  task  made  it  necessary 
to  rely  on  this  meager  information.  As  a  result,  our  appraisal  rosr.lts 
must  be  viewed  as  indicative  rather  than  conclusive. 

Before  starting  on  this  assignment,  we  had  a  brief  conference  with 
Mr.  John  Keith,  Chief  of  Assessment  Standards,  and  with  ]^.Ir.  Scliulz 
of  his  office  concerning  methods  used  by  county  assessors  in  appraising 
water  utilities.  In  addition,  accompanied  by  yourself,  the  writer  visited 
the  office  of  Mr.  Ilayden  Pitman,  Assessor  of  Santa  Clara  County.  Both 
Mr.  Pitman  and  Mr.  Fleming  of  his  office  Avere  very  gracious  in  explain- 
ing to  us  their  approach  to  the  appraisal  problem. 

We  were  impressed  with  the  extensive  computations  compiled  in  this 
appraisal  approach  to  the  San  Jose  Waterworks  property  and  the  very 
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evident  desire  to  arrive  at  a  fair  and  equitable  assessment  of  the 
property. 

From  statements  made  by  Mr.  Keith  and  Mr.  Schulz  it  is  evident 
that  in  all  county  appraisals  of  water  utilities,  the  primary  emphasis 
is  on  the  cost  concept,  although  they  indicated  that  the  earnings  ap- 
proach was  also  used.  It  is  doubtful  whether  the  stock  and  bond 
method  is  used  at  all,  probably  for  the  reason  that  security  prices  are 
not  available.  In  Mr.  Pitman's  office  there  were  a  few  incomplete  com- 
putations as  to  the  earnings  method  but  we  were  advised  that  they 
were  not  used  in  the  overall  appraisal  procedure. 

We  were  also  advised  by  Messrs.  Keith  and  Schulz  that  in  the  earn- 
ings approach,  net  operating  earnings  before  income  taxes  were  capi- 
talized and  that  no  income  tax  component  was  considered  as  a  part  of 
the  capitalization  rate.  As  you  know,  I  consider  this  definitely  wrong 
in  principle.  Such  a  procedure  must  envision  the  government  as  a 
partner  in  the  enterprise.  Property  in  itself  has  no  value.  It  is  the 
rights  in  the  property  that  possess  value.  In  the  case  of  corporations, 
the  rights  are  vested  in  the  bondholders,  and  other  creditors  and  in 
the  stockholders.  The  government  has  no  ownership  interests  in  the 
property  and  it  must  therefore  follow  that  the  government's  "take" 
out  of  the  earnings  of  the  corporation  cannot  possibly  add  value  to  the 
property.  As  a  matter  of  fact,  it  reduces  the  value  of  equity  interests 
in  the  property  for  it  drastically  reduces  the  amount  available  to  the 
equity  owners. 

THE  COST  CONCEPT 

There  is  a  persistent  belief  in  the  Division  of  Assessment  Standards 
and  among  county  assessors  that  for  the  reason  that  depreciated  re- 
production cost  is  a  valid  value  evidence  in  appraising  common  or 
general  property,  it  is  equally  valid  as  an  evidence  of  value  for  regu- 
lated utilities.  I  would  agree  that  such  reasoning  would  be  sound  if 
the  Public  Utility  Commission  would  ado])t  depreciated  reproduction 
cost  as  a  rate  base  upon  which  it  fixes  maxinnim  earnings  rates.  But 
for  many  years  the  Public  Utility  Commission  lias  limited  utilities 
to  earnings  on  depreciated  historical  cost,  and  in  the  foreseeable  future, 
it  is  doubtful  whether  the  regulatory  commission  will  change  its  rate- 
making  procedures. 

Under  regulation  as  it  now  stands  and  in  times  of  inflated  costs 
such  as  we  have  now,  water  utilities  operating  in  California  are  not 
worth  depreciated  reproduction  cost  nor  depreciated  re]")lacement  costs. 
In  depression  periods  such  as  we  experienced  during  the  30 's,  actual 
costs  were  higher  than  reproduction  costs,  and  the  utilities  were  per- 
mitted to  earn  on  those  higher  costs,  hence  it  follows  that  the  com- 
mercial value  could  have  been  higher  than  depreciated  cost  of  repro- 
duction at  that  time. 

AVe  repeat,  the  commercial  values  of  water  utilities  are  not  worth 
depreciated  reproduction  cost  at  this  time  for  the  following  reasons : 

1.  The  maximum  earnings  permitted  by  Public  Utilities  Commission 
are  measured  by  a  reasonable  return  on  depreciated  historical  cost. 
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2.  A  prospective  purchaser  of  the  property  could  not  finance  his 
purchase  at  such  a  price  for  earnings  available  to  the  equity  interests 
in  the  property  would  not  attract  capital  into  the  business. 

3.  Utilities  that  have  sold  in  all  states  where  rates  are  based  on  de- 
preciated historical  cost  tend  to  sell  at  prices  approximating  depreciated 
historical  cost,  if  past  earnings  therein  or  expected  earnings  will  sup- 
port such  a  price. 

MY  APPRAISAL  APPROACH 

Ordinarily  I  would  employ  three  tests  of  value  as  follows : 

1.  Depreciated  historical  cost — (approximates  the  rate  base). 

2.  Capitalized  earnings. 

3.  Market  value  of  stock  and  debt. 

The  last  test  could  not  be  used  here  as  security  prices  were  not 
available.  For  the  property  factor,  I  have  taken  the  data  from  the 
balance  sheet  and  supporting  schedules  as  of  December  31,  1956.  Utility 
plant  in  service  was  recorded  from  which  was  deducted  the  recorded 
cost  of  transportation  equipment  which  is  taxable  in  a  different  manner. 
The  recorded  depreciation  reserve  was  then  deducted  after  eliminating 
therefrom  the  estimated  amount  of  the  reserve  applicable  to  transpor- 
tation equipment.  Inasmuch  as  transportation  equipment  carries  a  high 
rate  of  depreciation,  in  each  appraisal  I  have  estimated  that  the  equip- 
ment is  50  percent  depreciated.  To  the  depreciated  utility  plant  in  serv- 
ice, construction  work  in  progress  and  materials  and  supplies  were 
added  to  arrive  at  the  cost  approach  to  the  appraisal. 

It  is  customary  among  appraisers  generally  in  using  the  earnings 
test  of  value,  to  use  an  average  of  past  years  results  as  the  base  for 
capitalization.  However,  in  theory,  the  appraiser  is  using  the  average 
as  an  estimate  of  future  productivity.  In  the  case  of  water  utilities 
operating  in  California,  the  record  shows  a  rapid  expansion  both  of 
property  and  of  earnings.  An  average  of  past  earnings  would  be  en- 
tirely too  low.  In  our  appraisals,  we  have  used  the  earnings  for  the  year 
1956  inasmuch  as  our  appraisal  is  for  the  year  1957. 

We  were  advised  by  the  Public  Utilities  Commission  that  as  a  general 
rule,  a  6  percent  return  is  considered  reasonable.  Ordinarily,  it  has 
been  our  experience  that  water  utilities  are  not  as  good  earners  as 
electric  utilities  where  a  5.5  percent-6.5  percent  return  generally  is  rea- 
sonable. A  6.5  percent  or  7  percent  return  is  ordinarily  used  in  other 
states  for  water  utilities.  However,  in  our  appraisals,  we  have  used  the 
6  percent  rate.  It  will  be  noted  that  the  capitalized  result  is  reduced 
somewhat  to  reflect  the  value  of  transportation  property  not  subject 
to  assessment. 

Attached  hereto  are  schedules  showing  our  appraisal  of  three  utilities. 
We  comment  briefly  on  each  appraisal : 

SAN  JOSE  WATERWORKS 

It  will  be  noted  that  the  depreciated  utility  plant  in  service  is  90.77 
percent  of  undepreciated  plant.  We  were  informed  that  the  company 
has  been  operating  for  over  70  years.  The  high  percent,  therefore  indi- 
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eates  that  in  recent  years  a  large  amount  of  new  property  has  been 
added.  In  fact,  in  the  year  1956,  almost  2},  million  dollars  were  added 
to  utility  plant.  A  comparison  of  the  depreciated  cost  fip,ure  (Item  1) 
with  the  capitalized  earnings  amount  (Item  2)  would  indicate  to  the 
writer  that  so  far  as  earning  power  is  concerned,  the  new  property  has 
not  been  fully  developed  as  yet.  Accordingly,  in  my  appraisal,  I  have 
given  the  greater  weight  to  the  cost  factor. 

SOUTHV/EST  WATER  COMPANY 

Here  again,  the  book  perco^it  condition  is  very  high  (94.72  percent). 
The  report  to  the  Public  Ulility  Commission  shov/s  in  Schedule  A-4a 
that  in  1956  there  were  net  construction  expenditures  of  $618,020  which 
was  approximately  88  percent  of  the  beginning  balance  of  utility  plant 
in  service.  In  addition,  the  same  schedule  showed  "Utility  plant  pur- 
chased $438,743."  The  beginning  b;i1ance  of  utility  plant  was  $703,177 
and  the  ending  balance  in  1956  was  $1,754,940.  In  other  words,  the 
plant  account  m.ore  than  doubled  v.iihin  the  year.  Manifestly  this  ac- 
counts for  the  high  book  percent  condition..  The  income  account  would 
appear  to  indicate  that  the  propertv  has  been  oiily  partially  developed. 
Gross  revenues  in  1956  were  only  $165,840  and  net  operating  revenue 
only  $37,286.  In  my  appraisal,  the  efore,  I  have  given  primary  emphasis 
to  the  cost  factor. 

In  an  eiideavor  to  learn  more  about  the  1956  purchase  of  $433,743, 
a  telephone  call  was  made  to  the  comp?iny's  office.  "VVe  were  informed 
that  the  so-called  "purchase"  was  in  fact  company  construction  and 
net  a  purchase  of  an  existing  utility  plant.  Inasmuch  as  it  was  sep- 
arately reported  from  the  other  construction  of  $618,020,  it  appears 
safe  to  assume  that  the  amount  of  $133,743  consisted  of  new  construc- 
tion in  Riverside  and  San  Bernardino  Counties.  Based  upon  that 
assumption  the  assessment  ratios  can  be  broken  down  in  part  as  follows: 

10.'">6  constni.otion  soi;araiely  reported $4.10,743 

Riverside  ronnty  a.ssesi;ment  $94,870 

San  Bernardino  Tounty  apscssmont  7,710 

Total  asses.snient,  both  counties lO^.-IRO 

Tombined  a.ssessmcnt  ratio 21.0.1% 

My  1057  nnit  apir/aisal    $1,285,000 

Less  1956  construction  separately  reported 4.1.3,74.3 

"My  appraisal  of  remainder  of  propeity  in  Los  Ans;e!es  f'onuty $8ri1 ,2.")7 

Los  Anf,'eles  Comity  assessment 198,140 

Assessment  ratio 21..10% 

It  is  interesting  to  note  that  for  this  utility  there  is  little  difference 
between  depreciated  historical  cost  and  depreciated  reproduction  cost 
due  to  the  predominance  of  now  property  constructed  in  1956. 

MONTEREY  BAY  WATER  COMPANY 

Here  it  will  be  noted  that  the  bock  percent  condition  is  very  low 
(63.74  percent).  It  has  been  ciir  e::j)erient;e  that  it  is  necessary 
for  a  company  to  keep  its  property  in  good  operating  condition  to 
achieve  maximum  earning  results.  In  other  words,  b.y  adeciuate  main- 
tenance policies  the  |n-operty  v  ill  be  kept  iii  better  o})erating  condition 
than  that  portrayed  by  the  company's  depreciation  policies.  As  a  gen- 
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eral  thing,  in  our  opinion,  the  operating  condition  of  a  well-managed 
property  should  not  fall  below  70-75  percent.  In  this  case,  cai)italized 
earnings  bears  this  out.  At  any  rate,  it  is  our  conclusion  that  here  major 
emphasis  should  be  placed  on  capitalized  earnings. 

SUMMARY 

We  have  attempted  here  to  indicate  the  general  approach  to  the  ap- 
praisal problem.  Obviously,  the  sample  is  too  small  to  cover  all  phases 
of  the  problem.  Utilities  with  varying  characteristics  require  varying 
appraisal  procedures.  That  is  why  sole  reliance  on  any  appraisal  for- 
mula is  not  possible. 

With  the  available  statistical  information,  it  is  our  opinion  that  our 
appraisal  results  for  the  three  water  utilities  approximate  full  market 
values. 

C.  M.  Chapman 
Consultant  to  Joint  Interim 

Committee  on  Assessment  Practices 

San  Jose  Waterwot-ks 

19S7   APPRAISAL   OF   OPERATING    PROPERTY 

Estimate  of  Market  Value  Derived  From  Depreciated  Historical  Cost 

Utility  plant  in  service  Dec.  31,  1956 $23,673,111 

Less  transportation  equipment 114,707 

Subtotal   $23,5.^.8,404 

Deduct : 

Depreciation  reserve   $2,231,466 

Less  estimate  reserve  for  transportation  equipment  57,354  2,174,112 

Depreciated  cost  of  taxable  plant  in  service $21,384,292 

Add: 

Construction  work  in  progress 232,081 

Materials  and  supplies : 3.58,001 

1.  Total  Depreciated  Cost  of  Taxable  Property $21,074_,.274 

Book  percent  condition  of  plant  in  service 1)0.77% 

Estimate  of  Market  Value  Derived  From  Capitalizing  Net  Operating  Reserve 

Net   operating   revenue— 1956 $1,128,099 

Net  operating  revenue  capitalized  @  6  percent 18,801,050 

2.  Adjustment  to  remove  transportation 

equipment   @  99.52  percent* 18,711,402 

3.  Average  Items  1  and  2 $20,342,888 

4.  Weighted  average  60-40 $20,GG0,080 

5.  Estimated  value  of  operating  property $20,700,000 

6.  County  assessment $6,636,070 

7.  Ratio  of  Item  6  to  Item  7 32.00% 

*  Ratio  of  total  taxable  property  to  total  property  including  transportation  equipment  99.52  percent. 
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Monterey  Bay  Water  Company 

1957   APPRAISAL   OF   OPERATING   PROPERTY 

Estimate  of  Market  Value  Derived  From  Depreciated  Historical  Cost 

Utility  plant  in  service  Dec.  31,  1956 $563,086 

Less  transportation   equipment 7,238 

Subtotal   $555,848 

Deduct : 

Depreciation  reserve $205,184 

Less  estimate  reserve  for  transportation  equipment 3,619  201,565 

Depreciated  cost  of  taxable  plant  in  service $354,283 

Add: 

Construction  work  in  progress 1,160 

Materials  and  supplies 5,588 


1.  Total  Depreciated  Cost  of  Taxable  Property $361,031 

Book  percent  condition 63.74% 

Estimate  of  Market  Value  Derived  From  Capitalizing  Net  Operating  Reserve 

Net  operating  revenue— 1956 $23,790 

Net  operating  revenue  capitalized  @  6  percent 396,500 

2.  Adjustment  to  remove  transportation 

equipment  @  98.71  percent  * 391,385 

3.  Average  Items  1  and  2 $376,208 

4.  Average  if  plant  percent  condition  were  70  percent $393,613 

5.  Estimated  value  of  operating  property $390,000 

6.  County  assessment $88,090 

7.  Ratio  of  Item  6  to  Item  5 22.59% 

*  Percent  taxable  property  of  total  property  98.71  percent. 
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Southwest  Water  Company 

1957   APPRAISAL   OF   OPERATING    PROPERTY 

Estimate  of  Market  Value  Derived  From  Depreciated  Historical  Cost 

Utility  plant  in  service  Dec.  31,  1956 $1,754,940 

Less  transportation  equipment 4,024 

Subtotal  $1,750,916 

Deduct : 

Depreciation  reserve $94,466 

Less  estimated  reserve  for  transportation  equipment 2,012  92,454 

Depreciated  taxable  plant  in  service $1,658,462 

Add: 

Construction  work  in  progress 36,866 

Materials  and  supplies 31,688 

1.  Total  Depreciated  Taxable  Property $1,727,016 

Book   percent   condition 94.72% 

Estimate  of  Market  Value  Derived  From  Capitalizing  Net  Operating  Revenues 

Net  operating  revenue — 1956 $37,286 

Net  operating  revenue  capitalized  @  6  percent 621,444 

2.  Adjustment  to  remove  transportation  equipment  @  99.77  percent*  620,015 

3.  Average  Items  1  and  2 $1,173,515 

4.  Weighted  average  60-40 $1,284,216 

5.  Estimated  value  of  operating  property $1,285,000 

6.  Assessments : 

Riverside  County  (La  Sierra  District) $94,870 

San  Bernardino  County   (Etiwanda  District) 7,710 

Los  Angeles  County   (La  Mirada  District) 198,340 

Total  Assessments $300,920 

7.  Ratio  of  combined  assessments  to  unit  appraisal 23.42% 

*  Ratio  of  total  taxable  property  to  total  property,  including  transportation  equipment  99.77  percent. 
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PART   1 

REVIEW   OF    STATISTICAL    PROCEDURES   USED    BY   THE 
STATE  BOARD  OF  EQUALIZATION  IN  DETERMINING 
COUNTY  ASSESSMENT  RATIOS  FOR  LOCALLY 
ASSESSABLE  PROPERTY^ 

The  procedure  currently  followed  by  the  State  Board  of  Equalization 
in  annually  determining  county  assessment  ratios  involves  the  estima- 
tion of  the  market  value  of  all  locally  assessable  property  for  a  base 
year  and  the  projection  of  the  base-year  value  to  the  current  lien  date. 
The  projection  is  accomplished  by  the  use  of  a  statistically  fitted  equa- 
tion which  relates  base-year  market  value  of  total  assessable  property 
in  counties  to  variables  found  to  be  associated  with  market  value  of 
tangible  property.  The  market  value  of  locally  assessable  property  in 
the  base  year  is  derived  from  appraisals  made  in  a  random-stratified 
sample  of  properties.  Appraisal  surveys  are  made  annually  in  about 
one-third  of  the  counties  in  rotation,  excepting  Los  Angeles  County 
which  is  surveyed  annually,  so  that  in  a  period  of  three  years  all  coun- 
ties are  covered.  This  phase  of  the  board's  procedures  is  conducted  on 
a  substantial  scale  and  accounts  for  the  major  part  of  the  budget 
devoted  to  equalization  activities.  During  the  Fiscal  Year  1957-1958 
some  5,900  properties  were  appraised  in  21  counties,  requiring  an  out- 
lay of  approximately  12,000  man-days  by  the  salaried  staff  of  appraisers 
maintained  by  the  board. 

ESTIMATION  OF  BASE-YEAR  MARKET  VALUE 

Properties  to  be  appraised  are  selected  using  a  procedure  resembling 
double  sampling  with  stratification.  Secured  and  unsecured  rolls  in  a 
county  serve  as  separate  sampling  frames.  Total  assessed  valuation  gross 
of  enrolled  exemptions  serves  as  the  stratifying  variable.  An  ingenious 
and  efficient  tallying  procedure  is  employed  to  determine  the  number 
of  enrolled  parcels  in  each  of  nine  value  strata.  In  the  process  of  tally- 
ing, systematic  random  samples  of  parcels  are  drawn  from  each  stratum 
except  the  lowest.  This  "stratifying  sample,"  in  combination  with  other 
information,  provides  estimates  of  total  assessed  valuation  for  individual 
strata. 

Most  of  the  properties  to  be  appraised  are  selected  as  random  sub- 
samples  of  parcels  in  the  stratifying  sample.  The  size  of  the  appraisal 
sample  is  fixed  to  yield  approximately  equal  relative  standard  errors 
for  all  counties.  A  procedure  approximating  optimum  allocation  under 
unequal  costs  is  used  to  determine  the  number  of  properties  to  be  drawn 
for  appraisal  from  each  value  stratum  of  the  secured  roll.  Equal  size 

1  This  is  a  summary  of  a  technical  report  prepared  for  the  use  of  the  Joint  Interim 
Committee  on  Assessment  Practices.  Copies  of  the  full  report  may  be  obtained 
upon  request. 
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subsamples  are  drawn  from  most  strata  of  the  unsecured  roll.  The 
sample  properties  thus  chosen  are  appraised  during  the  fiscal  year  which 
follows  the  lien  date  to  which  the  appraisals  refer.  The  estimate  of  the 
market  value  of  locally  assessable  property  is  obtained  as  the  sum  over 
strata  of  the  product  of  assessed  valuation  of  all  properties  in  the 
stratum  and  the  reciprocal  of  the  sample  assessment  ratio.  For  counties 
in  which  developed  petroleum  mineral  rights  comprise  a  significant  pro- 
portion of  all  locally  assessable  property,  this  type  of  property  is  treated 
as  a  separate  stratum  and  its  market  value  is  estimated  using  a  different 
procedure. 

TRENDING  OF  BASE-YEAR  MARKET  VALUE 

The  trending  equation  relates  the  estimated  total  market  value  of 
tangible  property  in  a  county  (appraised  value  of  locally  assessed  and 
state-assessed  property)  as  of  a  specified  lien  date  to:  (1)  school  en- 
rollment in  grades  1  through  8;  (2)  wages  of  persons  covered  by  un- 
employment insurance  during  the  preceding  calendar  year;  and  (3) 
aggregate  sales  of  retail  and  personal  service  establishments  (exclusive 
of  automobile  dealers,  service  stations  and  itinerant  vendors)  in  the 
four  quarters  ending  March  31.  The  coefficients  of  the  equation,  which 
is  linear  in  the  logarithms  of  the  variables,  are  estimated  by  least 
squares  over  the  set  of  all  counties  in  the  State.  This  equation  is  used 
to  estimate  for  each  county  the  relative  change  in  market  value  from 
the  base  year  to  the  current  lien  date.  The  percentage  change  thus 
estimated  is  applied  to  the  base-year  value  to  obtain  an  estimate  of  total 
market  value  of  property  in  the  county  as  of  the  current  lien  date. 
Finally,  the  market  value  of  locally  assessable  property  is  obtained  by 
subtracting  from  the  projected  total  market  value  the  appraised  value 
of  state-assessed  property. 

REVIEW  OF  PROCEDURES 

The  estimation  and  trending  procedures  described  above  were  fully 
utilized  for  the  first  time  in  1957-1958.  The  review  of  the  effectiveness 
of  these  procedures  nmst,  therefore,  depend  largely  on  an  analysis  of 
the  experipuce  in  that  year. 

1.  The  implementation  of  the  sampling  design  in  the  1957-1958  ap- 
praisal surveys  appears  to  have  been  adequate.  In  the  aggregate,  some 
3  percent  of  the  properties  in  the  samples  were  not  appraised.  Sub- 
stitutions were  made  in  approximately  4  percent  of  the  properties 
initially  drawn.  There  is  full  recognition  of  the  importance  of  effective 
control  of  incompleteness  and  substitution.  An  elaborate  schedule  gov- 
erning substitution  has  been  developed  and  is  now  part  of  the  operating 
procedure. 

2.  The  relative  standard  errors  of  estimates  of  base  year  market  value 
of  locally  assessable  property  in  21  counties  in  1957  were  quite  small, 
ranging  from  about  1  percent  to  about  4  percent.  Fairly  extensive  tests 
indicate  that  the  statistical  bias  in  the  type  of  estimate  employed  by  the 
board  is  likely  to  be  negligible,  particularly  in  the  larger  counties.  The 
variance  of  this  type  of  estimate  is  no  larger  and  for  some  counties  is 
substantially  smaller  than  the  variances  of  feasible  alternative  estimates. 
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3.  Stratification  by  total  assessed  valuation  is  effective  in  controlling 
sampling  variability.  Samples  perhaps  20  to  40  times  larger  than  those 
now  used  would  be  required  to  attain  the  same  sampling  reliability  in 
the  larger  counties  without  stratification.  Stratification  solely  by  type 
of  property,  even  if  practically  feasible,  would  not  be  efficient.  Its 
effectiveness  would  be  largely  derived  from  the  fact  that  the  average 
value  of  property  varies  with  type  of  property. 

4.  The  trending  equation  appears  to  perform  well  as  a  short-run 
extrapolation  device.  The  variance  of  the  estimated  percentage  change 
in  market  value  is  small.  The  random  variability  of  the  projected 
estimate  of  total  market  value  does  not  appear  to  be  significantly  larger 
than  that  of  the  base  year  estimate.  While  the  statistical  basis  of  the 
trending  equation  is  not  as  firm  as  that  of  the  sampling  estimates,  the 
use  of  this  procedure  seems  justified  by  the  large  savings  it  makes 
possible. 
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PART  2 

VARIABILITY  OF  ASSESSMENT  RATIOS 
(A  COMPENDIUM  OF  TABLES)' 

In  this  compendiv^m  of  tables  various  evidences  on  the  variability 
of  assessment  ratios  of  locally  assessed  property  are  collated  with  refer- 
ence to  factors— value,  class  and  type  of  property— which  might  ac- 
count, at  least  in  part,  for  this  variability.  Since  these  factors  are  not 
independent  (for  example,  the  average  value  of  industrial  property  is 
likely  to  be  substantially  greater  than  that  of  residential  property) 
the  basic  analytical  tabulation  ought  to  consist,  for  each  county,  of  a 
cross-classification  of  properties  using  all  of  these  variables.  Further- 
more, since  the  market  value  of  property — the  denominator  of  the 
assessment  ratio — is  not  precisely  determinable,  it  would  also  be  desir- 
able to  obtain  at  least  two  independent  measures  of  market  value  for 
each  property  in  the  basic  tabulation  in  order  to  separately  estimate  the 
contribution  of  measurement  errors  to  the  variability  of  assessment 
ratios.  This  ideal  program,  because  of  shortage  of  data,  could  not  be 
carried  out  and  the  art  of  compromise  had  to  be  practiced  assiduously 
in  the  construction  of  each  table.  While  two  measures  of  market  value 
are  used  in  the  various  tabulations — appraisals  and  sales  values — they 
were  obtained  in  different  samples  which  are  not,  and  cannot  be  made, 
comparable.  Cross-classification  within  counties,  even  by  only  two  of  the 
factors,  thins  out  the  data  dangerously  to  the  point  that  only  a  few 
cells  retain  enough  observations  to  yield  stable  estimates.  As  a  conse- 
quence, it  has  not  been  possible  to  recognize  explicitly  all  of  the  factors 
in  any  single  table. 

CONTENT  OF  TABULATIONS 

Assessment  ratio  estimates  for  real  property  derived  from  several 
sources  are  brought  together  in  Table  1  for  a  number  of  counties.  The 
comparisons  are  intended  to  be  entirely  gross,  and  no  attempt  is  made 
to  improve  the  comparability  of  data  by  reweighting  or  other  adjust- 
ments. Intracounty  variability  of  assessment  ratios  is  illustrated  in 
Tables  2,  3  and  7,  the  last  two  being  for  real  property  only.  Assessment 
ratios  for  properties  grouped  by  assessed  value  classes  are  shown  in 
Tables  4,  5  and  6.  The  variation  of  assessment  ratios  by  property  class 
can  be  observed,  county  by  county,  in  Table  8.  Largely  the  same  data, 
but  for  all  counties  collectively,  are  set  forth  in  a  two-way  classification 
by  property  class  and  assessed  value  in  Table  9.  Table  10  lists  assess- 
ment ratios  by  class  and  major  type  for  every  county  as  of  the  1955  lien 
date.  In  Tables  11  and  12  property  value  is  introduced  as  another  class- 
ifying variable,  but,  in  order  to  obtain  sufficient  observations  in  the 
majority  of  cells,  the  counties  are  taken  collectively.  Table  13  is  a 
counterpart  of  Table  9  for  a  more  recent  year,  but  with  property  class 
replaced  by  the  dichotomy  of  secured  and  unsecured  assessment  rolls 

1  Tabular  material  prepared  under  the  direct  supervision  of  Dr.  Kuznets. 
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as  the  second  classifying  variable.  Finally,  Table  14  shows  a  special 
tabulation  of  real  property  assessment  ratios  classified  by  assessed  value 
and  property  type. 

APPRAISALS 

Assessment  ratios  based  on  property  appraisals  were  derived,  for  the 
most  part,  from  data  collected  by  the  State  Board  of  Equalization  for 
its  annual  equalization  surveys.  The  ratios  set  forth  in  Table  4  are  the 
unmodified  sample  assessment  ratios  in  assessed  value  strata  used  in 
the  board's  computations  for  base  year  market  value  of  21  counties  in 
1957.  Whenever  the  sample  data  are  combined  for  several  value  strata 
or  by  counties,  weights  are  introduced  to  compensate  for  the  variable 
sampling  rate  which  characterizes  the  board's  sample  design.  To  esti- 
mate assessment  ratios  by  type  of  property,  as  in  Tables  10,  11,  12  and 
13,  reciprocals  of  stratum  sampling  rates  are  used  to  weight  separately 
the  sample  totals  of  appraised  and  assessed  value  within  value  strata. 
The  same  weights  are  used  in  constructing  the  percentage  frequency 
distributions  displayed  in  Table  12.  In  deriving  estimates  of  assessment 
ratios  by  class  of  property,  as  in  Tables  8  and  9,  estimates  of  total 
assessed  valuation  of  land,  improvements  and  tangible  personalty  in 
each  value  stratum  are  used  as  weights  which  are  applied  to  the  recip- 
rocals of  the  sample  assessment  ratios  for  these  classes  of  property 
computed  for  each  value  stratum.  It  should  be  added  that  the  sampling 
variability  of  assessment  ratios  for  types  of  property,  and  to  a  lesser 
extent  also  for  classes  of  property,  is  substantially  greater  than  that 
of  ratios  for  all  properties,  in  part  because  the  sample  sizes  are  smaller, 
but  also  because  stratification  by  total  assessed  valuation  is  not  as 
effective. 

Bank  appraisals  used  in  Tables  1  and  14  were  taken  from  current 
files  of  a  large  bank's  appraisal  department.  The  sample  selected  con- 
sists of  all  properties  under  loan  consideration  for  which  the  actual 
assessed  valuation  was  known.  Appraisals  made  for  loan  purposes  are 
generally  conservative,  which  must  be  taken  into  consideration  when 
using  them  as  an  indication  of  market  value.  However,  in  this  par- 
ticular case  officers  of  the  bank  have  stated  that,  while  intentionally 
erring  on  the  conservative  side,  they  attempt  to  approach  market  value 
relatively  closely,  leaving  the  normal  discounting  of  value  for  loan  pur- 
poses to  the  loan  department.  Land  values  are  derived  from  known 
values  of  comparable  properties  and  values  of  improvements  are  deter- 
mined by  capitalization  of  income  at  fairly  reasonable  rates.  As  a  check 
on  the  values  so  derived,  depreciated  replacement  costs,  computed  by 
the  bank's  appraisers  from  standard  tables,  are  used  to  compute  the 
secondary  assessment  ratios  indicated  in  Table  14.  The  relatively  small 
spreads  between  the  ratios  derived  by  the  two  methods  is  a  good  indica- 
tion that  the  bank  appraisals  are  not  overly  conservative. 

SALES  DATA 

The  special  sales  samples,  on  which  the  assessment  ratios  cited  in 
Tables  3  and  5  are  based,  were  taken  from  records  in  county  assessors' 
offices.  In  seven  of  the  nine  counties  from  which  samples  were  drawn 
the  basic  records  of  sales  consist  of  copies  of  all  deeds  filed  with  the 
county  recorder.   The  exceptions  are  Los  Angeles  County  in  which 
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transfer  slips  prepared  by  the  Title  Insurance  and  Trust  Company  are 
used,  and  Alameda  County  in  which  sales  recorded  by  the  multiple 
listing  bureau  are  compiled.  In  each  county,  with  the  exception  of  Los 
Angeles,  all  sales  occurring  between  the  1957  and  1958  lien  dates  were 
eligible  for  inclusion  in  the  sample.  For  Los  Angeles  County  the  period 
of  eligibility  was  set  one  year  earlier.  In  all  eases  the  assessed  values 
were  taken  as  of  the  lien  date  at  the  beginning  of  the  period  of  eligi- 
bility. 

The  sample  for  Los  Angeles  County  was  obtained  by  taking  the  first 
20  valid  sales  in  each  map  book.  In  San  Francisco  County,  two  sales 
per  block  were  taken  whenever  possible.  In  other  counties  variants  of 
these  selection  procedures  were  used  tailored  to  the  record  keeping 
methods  followed  in  the  county  with  the  objective,  not  always  attained, 
of  obtaining  a  well-scattered  sample  of  approximately  3,000  sales. 

On  original  sales  the  converted  internal  revenue  stamp  value  was 
used  as  the  sales  price.  For  resales  the  first  mortgage  value  was  added 
to  the  stamp  value  because  the  stamp  value  reflects  only  the  equity 
transferred.  Clerks  were  instructed  to  omit  all  sales  which  did  not 
appear  to  be  arms  length,  which  involved  other  considerations  than 
cash  and  first  deeds  of  trust,  or  which  had  improvements  added 
between  the  lien  and  sales  dates. 

Three  observations  need  to  be  made  with  regard  to  the  limitations  of 
the  data  obtained  in  the  special  sales  samples.  Samples  of  sales  at  best 
refer  only  to  real  property.  Even  if  properly  drawn,  however,  they 
may  not  be  representative  of  all  real  property  in  the  area  involved. 
Comparison  with  frequencies  to  be  expected  in  assessed  value  classes 
derived  from  the  board's  samples  of  all  real  properties  in  several  of 
the  sales  counties  indicates  that  properties  of  very  low  valuation  and 
high-valued  properties  are  under  represented  in  the  sales  samples. 
Reweighting  the  sales  data  to  reflect  the  proper  distribution  by  assessed 
value  classes  changes  the  county  median  only  slightly.  However,  this 
adjustment  corrects  only  for  the  maldistribution  by  value  of  property. 

The  second  observation  relates  to  the  difficulties  of  obtaining  a  valid 
sales  price,  that  is,  a  price  which  fully  reflects  the  operation  of  market 
forces.  The  quality  of  the  screening  process  designed  to  eliminate 
invalid  sales  varied  from  county  to  county.  There  are  indications  that 
the  screening  was  seriously  inadequate  in  at  least  one,  and  possibly  two, 
counties.  On  the  other  hand,  it  may  have  been  too  rigidly  employed  in 
other  counties,  automatically  eliminating  transactions  which  produced 
an  unusually  high  or  low  assessment  ratio.  The  use  of  a  statistic  such  as 
the  median  which  is  not  sensitive  to  extreme  observations  was  intended 
to  minimize  the  effect  of  imperfections  in  the  screening  procedure. 

The  third  observation  is  that  the  sales  study  which  it  was  feasible  to 
make  for  Los  Angeles  County  used  a  1956  lien  date  which  was  imme- 
diately prior  to  a  rather  substantial  upward  revaluation  of  much  of 
the  county  property.  This  indicates  that  the  ratios  found  by  the  study 
are  probably  somewhat  on  the  low  side.  The  net  assessed  value  of  all 
county-assessed  property  increased  17.7  percent  in  the  1957  assessment. 
Some  of  this,  of  course,  represents  normal  county  growth  rather  than 
revaluation.  Even  if  it  were  assumed,  however,  that  the  entire  17.7 
percent  were  due  to  the  revaluation,  the  adjusted  ratios  of  assessments 
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to  sales  would  still  be  relatively  low.  For  example,  an  increase  of  17.7 
percent  in  the  18.6  ratio  for  land  and  improvements  shown  in  Table  1 
would  still  only  brinj?  the  ratio  to  a  figure  of  21.9  percent. 

The  "Division  of  Highways  comparative  sales  data"  shown  in  Table 
1  are  based  on  comparative  sales  utilized  by  the  division  in  appraising 
properties  to  be  purchased  for  rights-of-way.  The  indicated  assessment 
ratios  are  exceedingly  gross  because  of  the  severe  limitations  of  the 
data.  The  properties  involved  are  not  representative  of  all  the  real  prop- 
erty in  the  counties  in  which  they  lie,  the  years  in  which  the  sales  were 
consummated  fail  to  coincide  with  the  years  for  which  assessed  values 
were  taken  in  many  cases,  and  the  sales  were  scattered  over  a  five-year 
period  from  1954.  The  assessment  ratios  derived  from  these  data,  there- 
fore, must  be  considered  to  be  the  least  valid  of  all  the  ratios  tabulated 
in  Table  1. 


TABLE  1 

Assessment  Ratios  for  Real  Property  in  Nine  Counties 
Based  on  Appraisals  and  Sales 


SBE  appraisals 

Sales  samples'' 

Division  of  Highways  comparative 
sales  data " 

Bank  appraisals'* 

Lien 
date 

Total 

real 

prop- 

pertya 

Median 
ratios 

Land  and 
improvements 

Unimproved 
land 

Land  and 
improvements 

Couuty 

Land 
and 
improve- 
ments 

Unim- 
proved 
land 

Number 

of 
sales 

Median 
ratio 

Number 

of 

sales 

Median 
ratio 

Number 

of  prop- 
erties 

Median 
ratio 

1.   Alameda 

7.   Contra  Costa 

19.   Los  Angeles 

30.   Orange 

34.   Sacramento 

37.  San  Diego 

38.  San  Francisco 

41.   San  Mateo 

43.   Santa  Clara 

1957 
1955 
1957 
1956 
1956 
1956 
1956 
1957 
1955 

21Vi 

18 

21 

21 

21 

22 

20 
21 

18.8 
25.0 
18.6 
25.4 
22.0 
21.8 
21.4 
21.2 
27.0 

11.3 
10.2 
14.0 
19.8 
17.2 
9.1 
22.4 
11.8 
19.3 

522 

110 

1,710 

160 

99 
166 
266 

66 
111 

18.5 
23.6 
18.4 
19.6 
19.1 
17.5 
13.3 
18.2 
17.6 

157 
110 

574 
245 
18 
159 
27 
48 
74 

14.2 
7.5 
15.8 
10.0 
13.0 
13.2 
13.8 
8.1 
11.3 

41 

lio 

29 

48 
343 

34 

28.9 

30"5 
25.1 

29 '2 
30.6 

29^0 

•  Exclusive  of  developed  petroleum  mineral  rights.  Estimates  prepared  by  the  Division  of  Research  and  Statistics, 

State  Board  of  Equalization  as  of  the  latest  lien  date  for  which  appraisals  have  been  made. 
*>  Sales  refer  to  12-nionth  period  following  1957  lien  date  for  all  counties  except  Los  Angeles.  For  the  latter,  sales 

occurring  during  the   12-monlh  period  following  1956  lien  date  were  used.  See  Table  5  for  sample  sizes 

and  other  estimates  based  on  sales  data. 
"^  Sales  for  the  years  1954  to  date  of  properties  comparable  to  parcels  under  purchase  negotiation  currently  for 

highway  purposes. 
"  Appraisals  refer  to  properties  under  loan  consideration.  Assessed  values  of  appraised  properties  in  San  Francisco 

County  are  from  the  1956,  1957,  and  1958  rolls  and  of  properties  in  the  otiier  counties  from  the  1957 

assessment  rolls. 
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TABLE  2 

Percentage  Distributions  of  Assessment  Ratios  for  Selected  Counties 
SBE  Appraisals,  1957 


1.  Alameda 

19. 

!.,os  Angeles 

36.  San  Bernardino 

41.  San  Mateo 

Se- 

Unse- 

Se- 

Unse- 

Se- 

Unse- 

Se- 

Unse- 

Assessment ratio  (percent) 

cured 

cured 

Total 

cured 

cured 

Total 

cured 

cured 

Total 

cured 

cured 

Total 

1-  5 

.... 

"o"8 

0.6 
2.6 

"6"0 

0.5 
3.3 

1.8 
3.3 

13  "3 

1.5 

4.8 

3.2 
6.5 

'e'.i 

2.6 

6-10 — . 

1.0 

6.5 

11-15 

1.7 

3.9 

2.3 

13.2 

26.9 

16.0 

6.1 

15.1 

7.4 

6.1 

11.9 

7.2 

16-20 

50.6 

8.5 

39.4 

33.6 

15.4 

29.9 

28.5 

22.0 

27.6 

23.7 

18.7 

22.8 

21-25 

38.4 

32.1 

36.7 

35.2 

16.6 

31.5 

41.1 

21.5 

38.2 

53.0 

21.4 

47.3 

26-30.... 

4.9 

15.0 

7.6 

11.0 

5.5 

9.8 

8.9 

8.0 

8.8 

5.5 

2.6 

5.0 

31-35 

2.8 

19.1 

7.1 

1.6 

7.7 

2.9 

4.6 

* 

3.9 

0.4 

7.7 

1.7 

36-40- 

0.3 

9.2 

2.6 

1.0 

2.0 

1.2 

1.7 

0.1 

1.5 

0.4 

7.3 

1.6 

41-45        

4.4 
3.9 
4.0 

1.2 
1.2 
1.1 

0.3 

* 

"0'9 

6.2 
10.0 
3.7 

1.5 
2.0 
1.4 

1.1 
'2"9 

ig's 

0.2 

0.9 
2.9 
2.5 

1!2 

5.9 
17.8 
0.6 

1.1 

46-50 

0.3 

3.2 

Over  50 

1.0 

1st  quartile 

17.7 

22.5 

18.3 

16.8 

14.0 

16.4 

17.9 

14.4 

17.6 

17.4 

17.4 

17.4 

Median 

20.2 

27.3 

21.5 

20.5 

21.0 

20.5 

21.8 

20.4 

21.6 

21.5 

23.6 

21.7 

3d  quartile 

23.3 

34.6 

24.9 

24.0 

33.5 

24.5 

24.8 

27.4 

24.9 

23.8 

40.1 

24.3 

»  Less  than  0.05. 

Distributions  shown  are  weighted  combinations  of  stratum  ratio  distributions  of  all  properties  in  the  State 
Board  of  Equalization  appraisal  samples  except  locally  assessed  developed  petroleum  mineral  rights. 
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TABLE  4 

Assessment  Ratios  (in  Percent)  for  Properties  on  Secured  Roll— Grouped  by 

Assessed  Value  Classes  and  Numbers  of  Sample  Properties 

SBE  1957  Appraisals  in  21  Counties 


County 


Assessed  value  class  (dollars) 


Under 
1,000 


1,000- 
4,999 


10,000- 
19,999 


20,000- 
49,999 


100,000- 
499,999 


500,000- 
999,999 


1,000,000 
and  over 


Alameda 

Alpine 

Amador 

Calaveras 

Colusa 

Del  Norte 

El  Dorado 

Glenn 

Humboldt 

Kings 

Los  Angeles 

Mariposa 

Mono 

Monterey 

San  Benito 

San  Bernardino. 
San  Luis  Obispo 

San  Mateo 

Santa  Barbara.. 

Solano 

Tuolumne 


16.8 

36 

15.9 

14 

17.0 

43 

25.4 

51 

22.5 

16 

19.3 

24 

15.7 

35 

20.5 

15 

14.7 

18 

21.0 

20 

16.0 

26 

20.3 

43 

20.0 

14 

17.2 

30 

15.9 

15 

19.1 

72 

16.8 

50 

11.5 

26 

14.6 

21 

18.3 

20 

20.4 

30 


20.1 
214 

23.9 

15 

19.5 

71 

25.4 

82 

19.1 

66 

22.0 

64 

18.8 
100 

22.4 

68 

20.8 
128 

24.3 

88 

19.2 
199 

18.6 

79 

24.3 

38 

25.9 
126 

23.4 

69 

21.9 
187 

20.0 
118 

20.8 
196 

20.5 
119 

24.5 
150 

19.9 

96 


25.9 

6 
31.5 

1 


11.1 

1 
21.7 

1 


31.5 
13 


25.1 
2 
-27.4— 
-12 
24.6 

1 

-19.1 

-13    — 

23.0 

2 


13.2 
1 


26.2 

7 


18.6 
1 


38.3 
13 


25.0 
2 


19.3 
1 


20.3 
1 


Assessment  ratios  based  on  fewer  than  five  observations  refer  to  all  the  properties  in  the  county  in  the  designated 
value  class. 
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TABLE  6 

Median  Assessment  Ratios  by  Assessed  Value  Classes  for  Los  Angeles  County 
Sales  Sample  (1956-57)  and  SBE  Appraisal  Samples  (1956,  1957) 


Sales  sample 

SBE  appraisal  samples 

Assessed  value  class 
(dollars) 

Land  and 
improvements 

Unimproved 
land 

All 
sales 

1956" 

1957b 

Under  1,000    .-. 

10.9 
18.2 
21.3 
24.3 
28.0 
32.2 
.39.0 
(64.0) 

Vs'.h 

10.1 
15.6 
18.0 
16.7 
24.4 

14^0 

10.7 
18.1 
21.2 
24.1 
26.8 
32.0 
39.0 
(64.0) 

ISA 

21.0 
19.6 
20.6 
22.7 
23.5 
24.3 
27.9 
(26.0) 
25.5 
19.8° 

17  8 

1,000-4,999 

20  4 

5,000-9,999 

22  9 

10,000-19,999 

24.7 

20,000-49.999       -  - 

(26.8) 
(30.0) 
(29  O) 

50.000-99,999    -  - 

100,0a0-499,999 

500,000-999,999 

(31.3) 
(38.5) 
20  5" 

1,000,000  and  over 

»  Real  property  only, 
b  Secured  roll  only. 

"=  Based  on  weighted  combination  of  stratum  ratio  distributions. 
Medians  in  parentheses  based  on  fewer  than  25  observations. 


TABLE  7 


Percentage  Distributions  of  Assessment  Ratios  for  Los  Angeles  County 
Sales  Sample  (1956-57)  and  SBE  Appraisal  Samples  (1956,  1957) 


Sales  sample,  all  sales 

SBE  appraisal  samples 

Assessment  ratio  (percent) 

1956« 

1957  b 

Under  0.5--- 

* 

1^4 

4.1 

18.4 

45.5 

20.1 

4.4 

2.1 

1.4 

1.0 

0.6 

1.0 

15.6 

21.3 

I'e 

3.2 

11.7 

40.4 

31.0 

5.6 

2.7 

0.8 

1.9 

0.3 

0.8 

17.0 

22.7 

1-  5 

0.6 

6-10 

2.6 

11-15 

13.2 

16-20  . 

33  6 

21-25... 

35  2 

26-30 

11  0 

31-35 

1.6 

36-40 

1.0 

41-45 

0.3 

46-50 

• 

Over  50 

0.9 

16.8 

24  0 

♦  Less  than  0.05. 

"  Weighted  combination  of  stratum  ratio  distributions  for  real  property. 

b  M'eighted  combination  of  stratum  ratio  distributions  for  properties  on  secured  roll. 
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TABLE  8 

Assessment  Ratios  for  Land,  Improvements,  and  Tangible  Personal  Property  in  Each 
••nt^  as  of  the  luctest  Lien  '  ^or  Which  Appraisals  Have  Been  Made 


County 


Lien  date 


Assessment  ratio  (in  percent) 


Land 


Improvements  Personalty 


1.  Alameda 

2.  Alpine 

3.  Amador 

4.  Butte 

5.  Calaveras 

6.  Colusa 

7.  Contra  Costa 

8.  Del  Norte 

9.  El  Dorado 

10.  Fresno 

11.  Glenn 

12.  Humboldt 

13.  Imperial 

14.  Inyo 

15.  Kern 

16.  Kings_ 

17.  Lake..._ 

18.  Lassen 

19.  Los  Angeles 

20.  Madera 

21.  Marin 

22.  Mariposa 

23.  Mendocino 

24.  Merced 

25.  Modoc 

26.  Mono 

27.  Monterey 

28.  Napa* 

29.  Nevada 

30.  Orange' 

31.  Placer 

32.  Plumas __. 

33.  Riverside* 

34.  Sacramento 

35.  San  Benito 

36.  San  Bernardino. 

37.  San  Diego 

38.  San  Francisco*.. 

39.  San  Joaquin 

40.  San  Luis  Obispo 

41.  San  Mateo 

42.  Santa  Barbara.  - 

43.  Santa  Clara 

44.  Santa  Cruz 

45.  Shasta 

46.  Sierra 

47.  Siskiyou 

48.  Solano 

49.  Sonoma 

50.  Stanislaus 

61.  Sutter 

52.  Tehama 

53.  Trinity 

54.  Tulare* 

55.  Tuolumne 

56.  Ventura* 

67.   Yolo 

58.  Yuba 


1957 
1957 
1957 
1955 
1957 

19.57 
1955 
1957 
1957 
1955 

1957 
1957 
1955 
1955 
1956 

1957 
1956 
1956 
1957 
1956 

1955 
1957 
1955 
1956 
1955 

1957 
1957 
1956 
1956 
1956 

1955 
1955 
1956 
1956 
1957 

1957 
1956 
1956 
1955 
1957 

1957 
1957 
1955 
1956 
1956 

1956 
1956 
1957 
1955 
1956 

1955 
1956 
1955 
1956 
1957 

1956 
1956 
1955 


20 
26 

18 

2V/2 

2414 

21 

15'^ 
22 
15 

25^^ 

20'^ 

204 

18 

244 

23 

224 

17 

27 

19 

23 

164 

20}^ 

17 

21Ji 

24'^ 

22H 
18.4 
21';; 
22'^, 

\m 

19 

13 

19'^ 

204 

22 

18 

1834 

254 

16 

20'^ 

134 
19 

164 
24 

MYi 

21,4 

21 

23 

194 

20)i 

16 

17'.2 

29 

214 
173^ 

284 

16 

20 


22!^ 

30 

193^ 

22 

223^ 

21 

28 
22 

23  3  i 
18 

263'^ 

22 

23>i 

23 

183-^ 

31 
25 
13 
23 

213^ 

27H 

204 

244 

24 

27 

25 

284 

23 

254 

25 

31 
33 

28^ 
21)^ 
28'.^ 

22 

243^ 

233'^ 

23 

20 

25 
26 
24 

273^ 
224 

20 

22 

25 

253^ 

194 

2034 

184 

15 

264 

22 

24 
254 

244 


28 

27312 

27 

18 

204 

283^ 

134 

16 

1634 

23>4 

2234 

24 

41 

2534 

3134 
264 

203^ 

32^ 
25 

21 

233^ 

1734 

27 

38 

31K 

294 

273^ 

28 

24 

2634 

16 

28^ 

254 

3034 

20 

29 

29 

27>4 

243^ 

26 

2634 

213^ 

21 

233^ 

273-^ 

27 

22 

13 

2434 

50 

324 

41 

33 

20 

234 
31J4 
25 


*  Ratios  based  on  appraisals  made  in  the  1955-56  fiscal  year. 

Prepared  by  the  Division  of  Research  and  Statistics,  State  Board  of  Equalization.  The  figures  for  1955  lien  dates 
in  counties  receiving  intercouiity  equalization  orders  in  that  year  are  tlie  ratios  after  county  auditors  gave  effect 
to  the  orders.  Developed  petroleum  mineral  rights  included  in  ratios  for  land. 
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TABLE  9 


Assessment  Ratios  for  Land,  Improvements,  and  Tangible  Personal  Property  by 
Assessed  Value  Classes— Statewide  Estimates  Based  on  1955  SBE  Appraisals 


Assessed  value  class 
(doUars) 

Land 

Improvements 

Real  property 

Personalty 

All  classes 
of  property 

Under  1,000 

17.8 
18.5 
18.9 
19.7 
18.9 
24.0 
25.9 
17.1 
40.3 
19.3 

16.5 
20.0 
23.1 
22.0 
22.2 
25.4 
25.5 
21.8 
24.8 
21.1 

17.1 
19.5 
21.2 
20.9 
20.6 
24.8 
25.6 
20.6 
26.9 
20.4 

20.6 
24.5 
29.1 
30.6 
34.9 
35.5 
37.1 
32.3 
38.8 
28.5 

18  7 

1,000-    4,999 

19  8 

5,000-    9,999 

10,000-  19,999    - 

22.3 
21  8 

20,000-  49,999 --- 

22  8 

50,000-  99,999 

26  7 

100,000-499,999 

30  3 

500,000-999,999 

20  7 

1,000.000  and  over 

31.6 
21  7 

Ratios  cited  do  not  reflect  intercounty  equalization  orders  issued  in  1955.  Developed  petroleum  mineral  rights 
are  not  included. 
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TABLE   12 

Assessment  Ratios  (in  Percent)  and  Numbers  of  Sample  Appraisals  for 

Major  Types  of  Personal  Property  by  Assessed  Value  Classes 

Statewide  Estimates  Based  on  1955  SBE  Appraisals 


Property  type 

Assessed  value  class" 
(dollars) 

Residential 

Farm 

Commercial 

Industrial 

Under  1,000  . 

22.6 
2,502 

24.4 
48 

1              26.3 
5 

11.7 
313 

23.0 
74 

32.3 
13 

V 

15.7 
232 

27.2 
237 

28.9 
96 

38.6 
46 

38.2 
35 

47.0 
16 

42.9 
14 

38.5 
(                ^ 

4  0 

1,000-    4,999 

13 
14  0 

5,000-    9,999 

28 
17  0 

10,000-  19,999 

25 
19  3 

20,000-  49,999.          

13 
32  4 

50,000-  99,999 

43 
35.2 

100,000-499,999 

22 
35.0 

500,000-999,999 

39 
49.3 

1,000,000  and  over 

8 

36.0 

7 

*  Assessed  value  of  personal  propert.v. 

Assessment  ratios  for  types  of  personal  property  in  each  assessed  value  class  computed  by  dividing  the  estimated 
total  assessed  value  of  sucli  property  in  the  state  by  the  estimated  total  appraised  vahie.  Total  appraised  and  total 
assessed  values  by  type  of  personal  property  in  assessed  value  class  computed  by  multiplying  sample  values  within 
assessed  value  class — type  of  personal  property  cells  in  each  county  by  the  ratio  of  total  number  of  personal 
properties  in  assessed  value  class  to  number  of  sample  properties  and  summing  these  products  for  all  counties. 
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Table   14 

Median  Assessment  Ratios  (in  percent)  Based  on  Bank  Appraisals  and 

Numbers  of  Sample  Properties  by  Assessed  Value  Classes  ' 

Two  Counties 


San  Francisco  County 

Los  Angeles  County 

Type  of  property 

Assessed 

value  class 

(dollars) 

Residential 

Commercial 

Industrial 

Apartments 

Mixed  •> 

Commercial 

Industrial 

1,000-    4,999..-- 

.... 

;;;; 

;;;; 

'§" 

---- 

27.0 
25.4 

5,000-    9,999-.- 

20.4 

24.8 

19.8 

19.9 

20.6 

10 

30.6 

19.4 

22.4 

20.1 

18.8 

19.7 

25.6 

11 

13 

7 

21 

11 

6 

10,000-  19,999-.-. 

31.8 

30.6 

26.1 

32.6 

29.8 

29.3 

27.5 

29.0 

23.6 

30.3 

26.3 

25.0 

29 

31 

38 

17 

29 

14 

35.0 

20,000-  49,999 

31.0 

33.9 

30.3 

31.7 

30.4 

29.6 

8 

30.3 

29.4 

25.9 

27.6 

28.0 

23 

23 

39 

35.2 
33.5 

21 

12 

50,000-  99,999..-. 

46.1 
38.5 

34.1 
31.4 

37.8 
32.6 

14 

17 

10 

10 

29.0 
29.0 

36.9 
34.4 

100,000-499.999..- 



69.1 

45.0 

6 

7 



43.4 

41.4 







12 

6 

i 



AU  appraisals 

23.5 

33.9 

30.6 

27.7 

31.8 

29.8 

30.0 

23.0 

32.0 

29.3 

24.6 

29.6 

26.6 

27.2 

19 

94 

77 

111 

42 

66 

39 

*  The   first   a.ssessment   ratio   In   each   cell   is   based   on   appraisals   with   improvements   valued   by   capitalizing 

income;  the  second  ratio  Is  based  on  valuing  improvements  at  depreciated  replacement  cost. 

*  Largely  apartment  and  store  or  store  and  flat. 
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LETTER  OF  TRANSMITTAL 

California  Legislature 
Joint  Interim  Committee  on  Assessment  Practices 

Room  4164,  State  Capitol 

December  9,  1958 
Hon.  Glenn  E.  Coolidge 

Chainnmi,  Joint  Interim  Committee 
on  Assessment  Practices 

State  Capitol,  Sacramento,  California 

Dear  Mr.  Coolidge:  The  enclosed  report,  entitled  "An  Alternative 
Approach  to  Public  Utility  Appraisal,"  is  forwarded  for  consideration 
by  you  and  other  members  of  the  committee,  and  for  dissemination 
to  all  interested  persons. 

Both  Mr.  "Wright  and  I  hope  that  the  data  contained  in  or  referred 
to  by  this  report  will  be  used  extensively  by  all  interested  persons  to 
translate  abstract  theories  into  concrete  examples  of  how  they  would 
value  a  number  of  public  utilities  for  property  tax  purposes. 

Sincerely  yours, 

W.  K.  Holl,  Staff  Director 
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AN  ALTERNATIVE  APPROACH  TO  PUBLIC 
UTILITY  APPRAISAL 

THE  PITMAN  CORRESPONDENCE 

The  Assessment  Practices  Committee  was  requested  by  several 
organizations  to  appraise  at  least  two  utilities  in  the  same  way  a 
local  assessor  would  appraise  a  large  industry.  One  such  request  was 
stated  in  this  way  : 

In  order  to  truly  fulfill  the  objectives  of  Senate  Concurrent 
Resolution  92,  the  Interim  Committee  members  are  respectfully 
requested  to  direct  their  qualified  appraisal  experts  to  make  inde- 
pendent appraisals  of  at  least  two  major  representative  state- 
assessed  taxpayers  using  methods  comparable  to  the  assessment 
practices  employed  by  local  assessors  in  assessing  large  industries 
within  their  jurisdiction. 

We  took  these  requests  very  seriousl3^  For  years  the  theory  of  util- 
ity value  has  been  discussed  extensively  in  the  abstract,  but  not  in 
relation  to  specific  figures.  We  felt,  therefore,  that  it  was  highly  im- 
portant til  at  the  committee  do  everything  possible  to  get  actual  figures 
on  the  table  so  that  everyone  interested  could  go  beyond  the  abstract 
and  actually  apply  their  theories  to  definite  figures  for  a  number  of 
companies.  All  those  interested  will  be  able  to  tell  the  committee  in 
detail,  both  in  comments  written  after  study  of  these  reports  and  in 
oral  testimony,  what  they  believe  to  be  the  value  of  one  or  more  major 
utilities.  Using  data  contained  or  referred  to  in  this  report  they  will 
be  in  a  position  to  demonstrate  how  they  arrived  at  their  conclusions 
with  accurate  facts  and  figures,  and  then  to  compare  their  conclusions 
with  the  findings  of  the  State  Board  of  Equalization. 

In  complying  with  this  request  we  had  to  take  a  somewhat  different 
approach  from  that  taken  by  Mr.  Chapman.  By  so  doing  we  in  no 
Avay  rejected  Mr.  Chapman's  approach.  He  has  for  years  been  such 
an  eminent  authority  on  public  utility  valuation  that  his  opinion  and 
his  approach  have  to  be  given  very  heavy  weight.  Rather,  in  comply- 
ing with  the  request  we  have  merely  recognized  that  there  are  a  num- 
ber of  ways  of  approaching  the  problem. 

In  order  to  comply  with  the  requests  we  had  to  determine  first  of  all 
what  was  meant  by  "using  methods  comparable  to  the  assessment  prac- 
tices employed  by  local  assessors,"  to  quote  one  of  the  resolutions.  We 
knew  that  a  local  assessor  in  appraising  a  large  industry  ordinarily 
considers  income,  any  sales  evidence  and  some  cost  factor — usually 
depreciated  replacement  cost.  Income  and  sales  figures,  to  the  extent 
they  are  available,  could  be  obtained  through  Mr.  Chapman's  work. 
Mr,  Chapman,  however,  was  not  using  the  same  cost  factors  as  a  local 
assessor.  He  was  using  historical  cost  less  physical  depreciation  *  rather 
than  replacement  or  reproduction  cost  less  physical  depreciation  *  as 
a  physical  factor. 

*  The  terms  depreciated  historical,  depreciated  reproduction,  or  depreciated  replace- 
ment costs  as  used  by  the  Board  of  Equalization,  Mr.  Chapman  and  this  report 
cover  only  physical  depreciation — they  do  not  include  any  element  for  economic 
obsolescence. 
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PHYSICAL  APPRAISAL 

The  wording  of  the  resolutions  requesting  the  committee  to  make  two 
appraisals  makes  no  mention  of  physical  appraisals.  In  fact  it  might 
even  be  said  that  the  word  "physical"  seems  to  have  been  rather 
deliberately  omitted.  It  soon  developed,  however,  that  a  few  persons 
supporting  these  resolutions  had  in  mind  arriving  at  a  depreciated 
replacement  or  reproduction  cost  by  a  physical  appraisal  of  utility 
property.  A  true  physical  appraisal  would  mean  arriving  at  a  depre- 
ciated reproduction  or  replacement  cost  by  studying  each  item  of 
utility  property  on  the  spot. 

Since  it  is  common  knowledge  that  a  physical  appraisal  of  two  major 
utilities  would  cost  far  more  than  the  total  funds  of  the  committee,  no 
one  familiar  with  appraisal  work  has  probably  ever  seriously  believed 
that  the  committee  could  make  physical  appraisals.  Several  other  fac- 
tors indicate  that  it  would  not  be  desirable  to  make  physical  appraisals 
even  if  funds  were  available.  Some  of  these  factors  are : 

1.  Much  utility  property — pipelines,  underground  conduits,  enclosed 
generating  equipment,  foundations  of  dams,  etc. — cannot  be  seen. 

2.  From  records  of  the  Public  Utilities  Commission,  the  Board  of 
Equalization,  and  the  utilities  themselves,  facts  and  figures  are 
already  available  that  are  more  complete  and  more  accurate  than 
could  possibly  be  obtained  through  a  physical  appraisal.  (These 
are  facts  and  figures  that  are  carefully  audited  and  are  test- 
checked  in  the  field.) 

3.  Unique  properties,  such  as  an  atomic  energy  plant,  could  not  be 
field-appraised  and  would  have  to  be  appraised  from  the  records 
in  any  event. 

4.  A  physical  appraisal  would  produce  only  one  (depreciated  re- 
placement or  reproduction  cost)  of  several  factors  that  must  be 
considered  in  arriving  at  value. 

LEGISLATURE  ELIMINATED  PHYSICAL  APPRAISALS 

It  should  be  pointed  out  that  the  advisory  committee  to  Senator  Cun- 
ningham's  Senate  Interim  Committee  on  Judiciary  (Senate  Resolution 
No.  146,  1955)  recommended  the  establishment  of  a  committee  to  study 
assessment  practices  with  an  appropriation  of  $1,000,000  and  3i  years 
in  which  to  complete  its  work.  Senate  Concurrent  Resolution  No.  92, 
the  resolution  which  carried  out  this  recommendation,  contained  the 
$1,000,000  and  32-year  provisions  when  originally  introduced.  In  re- 
ducing the  appropriation  to  $200,000  and  the  allotted  time  to  1|  years, 
the  Legislature  undoubtedly  considered  the  factors  militating  against 
complete  physical  appraisals  and  decided  against  wasting  a  large 
amount  of  the  taxpayers'  money  on  a  project  which  would  add  little  or 
nothing  to  the  facts  and  figures  already  available. 

APPROACH  TAKEN 

"We  went  to  Mr.  Carroll  Stitt,  then  president  of  the  State  Association 
of  County  Assessors,  and  Mr.  Russell  Horstmann,  then  vice  president 
and  now  president  of  the  association,  and  asked  their  advice  on  how 
best  to  comply  with  the  requests  that  we  appraise  two  utilities  "using 
methods  comparable   to  the  assessment  practices   employed   by  local 
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assessors."  Both  referred  us  to  Mr.  Ilayden  Pitman,  chairman  of  the 
association's  Standards  Conmiittee.  The  following  correspondence,  in 
which  M'c  set  forth  our  problem  and  Mr.  Pitman  presents  an  approach 
in  line  with  earlier  recommendations  of  his  committee  for  assessing  in 
general,  is  the  result  of  our  request  to  the  Assessors'  Association  for 
advice.  This  approach  was  endorsed  by  the  Standards  Committee  of 
the  association  subsequent  to  the  exchange  of  correspondence. 

California  Legislature 
Joint  Interim  Committee  on  Assessment  Practices 

May  29,  lO.lS 
Mr.  Hayden  Pitman,  Assessor 
Santa  Clara  County 
County  Court  House 
San  ^Jose,  California 

Dear  Mr.  Pitman  :  I  am  writing  to  you  as  Chairman  of  the  Standards  Commit- 
tee of  the  State  Association  of  County  Assessors  to  ask  the  help  of  your  commit- 
tee on  a  difficult  problem. 

Various  groups  iu  the  State  have  made  a  suggestion  to  this  committee  that  we 
appraise  several  utility  properties.  One  of  our  consultants,  Mr.  C.  M.  Chapman,  has 
done  that,  using  stock  and  debt,  capitalized  income,  and  historical  cost  factors.  His 
approach  employs  the  same  factors,  you  will  realize,  as  those  used  by  the  State 
Board  of  Eciualization. 

Several  persons  have  suggested  to  us,  however,  that  the  various  groups  desiring 
an  appraisal  of  two  utility  properties  had  something  different  in  mind.  One  group 
for  example  has  stated  it  thus : 

"In  order  to  truly  fulfill  the  objectives  of  Senate  Concurrent  Resolution  No. 
92,  the  Interim  Committee  members  are  respectfully  requested  to  direct  their 
qualified  appraisal  experts  to  make  independent  appraisals  of  at  least  two 
major  representative  state-assessed  taxpayers  using  methods  comparable  to  the 
assessment  practices  employed  by  local  assessors  in  assessing  large  industries 
within  their  jurisdiction." 

We  are  having  several  difficulties  in  carrying  out  these  recommendations.  One 
of  the  difficulties  is  in  determining  what  criteria  of  value  to  apply  in  order  to  use 
"methods  comparable  to  the  assessm(>ut  practices  employed  by  local  assessors." 
It  is  clear,  of  course,  that  a  local  assessor  in  appraising  a  segment  of  a  large 
utility  property  would  not  have  available  either  income  or  sale  (or  stock  and 
debt)  figures  that  could  be  identified  with  the  particular  segment  being  apprai.sed. 
This  would  apparently  limit  the  assessor  to  physical  value  factors. 

Valuation  on  a  physical  factor  basis  is  apparently  supported  in  part  by  the 
publication  of  your  Committee  entitled  "Stiindardization  of  Assessment  Procedure." 
I  refer  in  particular  to  the  statement  on  page  14  that: 

"The  first  basic  factor  in  arriving  at  the  value  of  any  structure  should  be 
replacement  cost." 

Our  first  question,  therefore,  is  :  What  factors  should  we  use  to  meet  the  stand- 
ard of  C(;mparability  of  method  to  that  of  local  assessors?  Should  we  use  for  this 
purpose  only  a   physical   factor? 

If  your  conclusion  is  that  we  should  use  a  physical  factor,  our  next  question 
logically  is,  Which  physical  factor?  We  assume  that  it  would  be  depreciated  his- 
torical cost,  depreciated  replacenu'ut  cost,  or  depreciated  reproduction  cost. 

Becau.se  of  the  close  regulation  by  the  Public  Utilities  Commission  there  is 
available,  of  course,  for  each  utility  a  very  carefully  worked  out  historical  cost. 
There  is  not,  so  far  as  we  know,  such  a  universally  accepted  reproduction  cost  for 
each  utility.  The  nearest  thing  to  it  that  we  have  come  across  is  the  reproduction 
cost  new  less  depreciation  figures  compiled  by  the  Valuation  Division  of  tlie  St.'.te 
Board  of  Equalization.  The  utilities  themselves  al.so  presumably  have  reproduction 
c<;st  figures.  So  we  have  two  collateral  questions.  If  you  tliiuk  we  should  use  rt^pro- 
duction  cost,  how  acceptable  are  the  reproduction  cost  figures  of  the  State  P.o.-ird 
of  Equalization?  (Figures  used  exclusively  in  apportionment  not  in  valuation  I 
might  add.)  AVould  it  be  ])etter  if  we  were  to  attempt  to  secure  figures  (proljaMy 
company  figures  in  part  at  least)    through  the  Public  Utilities  Commission? 
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The  third  evidence  of  pliysical  value,  replacement  cost,  gives  ns  the  most  trouhle. 
We  also  note,  of  course,  that  it  is  replacement  cost  your  committee  referred  to  in 
the  quotation  given  aI)ove  referring  to  the  basis  for  assessing  a  property. 

Our  proljlem  is  tliat,  so  far  as  we  have  been  able  to  determine,  replacement  costs 
are  not  readily  available  for  any  utility.  Furthermore,  if  we  were  to  attempt  to 
establish  a  replacement  cost  ourselves  with  our  limited  time  and  staff,  we  would 
be  forced  to  select  a  very  small  utility.  Such  a  utility  could  hardly  be  considered 
a  test  of  the  facts  about  the  very  large  companies  that  own  the  bulk  of  the  utility 
property  in  the  State. 

If  you  do  decide  that  replacement  cost  is  the  one  that  should  be  used,  we  are 
interested  in  any  ideas  you  may  have  as  to  how  Ave  might  arrive  at  such  a  figure. 
Is  there  any  acceptable  way,  for  example,  to  approximate  replacement  cost  by 
using  either  historical  cost  or  reproduction  cost  as  a   starting  point? 

In  conclusion  let  me  add  that  it  is  the  intention  of  the  staff  of  the  Assessment 
Practices  Committee  to  get  all  the  pertinent  facts  out  on  the  table  for  discussion. 
Since  so  many  people  believe  that  the  point  covered  by  this  letter  is  of  considerable 
importance,  we  urgently  request  that  you  give  us  every  possible  assistance  in  deter- 
mining ho^w  to  get  this  information  for  our  committee  and  for  the  many  other 
groups  and  persons  who  will  be  working  with  the  committee. 

Sincerely  yours, 

W.  K.  HOLL,  f^fnff  Direcfor 

County  of  Santa  Clara 

June  18,  1958 
Mr.  W.  K.  Holl,  Staff  Director 

Joint  Interim  Committee  on  Assessment  Practice 
Sacramento  Iff,  California 

Dear  Mr.  Holl  :  I  have  your  letter  under  date  of  May  29th  with  reference  to  the 
dilSculties  encountered  in  determining  what  criteria  of  value  to  apply  in  order  to  use 
"methods  comparable  to  the  assessment  practices  employed  by  local  assessors"  in 
the  testing  of  values  of  state  assessed  properties. 

Further  on  in  your  communication,  you  refer  to  the  Assessor's  Standard  Com- 
mittee Report  entitled  "Standardization  of  Assessment  Procedure  Report  No.  2"  and 
more  particularly  refer  to  the  statement  made  on  page  14  which  reads  "The  first 
iasic  factor  in  arriving  at  the  value  of  any  structure  should  be  replacement  cost." 

This  report  was  issued  in  1937  and  has  been  followed  periodically  by  manuals, 
cost  indices,  etc.,  issued  by  the  Division  of  Assessment  Standards  of  the  State  Board 
of  Equalization. 

I  have  attempted  to  hold  a  meeting  of  the  Assessor's  Standards  Committee  and 
present  your  letter  to  the  committee  for  discussion  but  the  work  of  completing  the 
1958  assessment  roll  has  prevented  the  holding  of  a  meeting  with  a  quorum  present. 
What  I  shall  write  in  answer  to  your  letter  should  not  be  construed  as  the  opinion 
of  the  committee  but  my  own  personal  opinion  plus  the  opinions  of  several  other 
assessors  with  whom  I  have  been  able  to  consult. 

1.  I  see  no  valid  reason  for  changing  in  any  manner  the  statement  made  by  the 
Standards  Committee  in  1937. 

a.  This  statement  must  be  considered  in  connection  with  the  statements  made  by 
the  same  committee  on  pages  11,  12  and  13  of  the  same  report. 

2.  It  is  my  opinion  that  replacement  cost  new  less  depreciation  should  be  the  first 
basic  consideration  given  in  the  comparison  of  state  assessed  property  and  locally 
assessed  property  and  that  this  approach  should  be  used  to  test  the  level  of  assess- 
ment between  state  assessed  and  locally  assessed  property  In  as  many  properties  as 
possible. 

3.  It  is  my  opinion  that  the  present  staff  (because  of  time  limitation,  money 
consideration,  etc.)  cannot  physically  appraise  on-the-spot  any  of  the  larger  utilities 
and  thus  by  that  method  obtain  a  replacement  or  reproduction  cost  new  less  de- 
preciation ;  hence  I  am  suggesting : 

a.  That  historical  cost  figures  be  obtained  as  a  starting  point.  They  might  be 
obtained  from  the  Public  Utilities  Commission.  More  detailed  figures,  however, 
might  be  obtained  from  the  State  Board  of  Equalization.  In  such  an  event,  the 
board  figures  should  be  reconciled  to  the  figures  of  the  Public  Utilities  Com- 
mission. 
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b.  That  technical  consultants  for  the  committee  jointly  review  the  board  indexes 
used  to  factor  historical  costs  to  current  reproduction  cost  for  utility  property 
and  determine  how  they  compare  to  the  indexes  used  for  such  purpose  on 
locally  assessed  properties. 

c.  That  technical  consultants  of  the  committee  jointly  review  the  depreciation  rates 
and  methods  applied  by  the  board  and  determine  their  comparability  to  those 
used  on  locally  assessed  property.  (In  the  event  there  appears  to  be  a  siRnificant 
difference  on  either  indices  of  depreciation  i>ractices  the  two  makiu};  the  check 
might  be  able  to  suggest  percentage  changes  to  briiig  them  in  conformity.) 

d.  That  reproduction  cost  new  less  depreciation  be  considered  equal  to  replacement 
cost  new  less  depreciation  for  purposes  of  the  committee's  studies. 

4.  That  comparison  should  then  be  made  of  the  assessment  levels  of  both  state 
assessed  and  locally  assessed  property  using  replacement-reproduction  cost  new  less 
depreciation  only  as  a  base  of  comparison. 

5.  That  state  assessed  property  and  locally  assessed  property  should  then  be 
subjected  to  the  modification  approaches  to  value  as  outlined  on  pages  11.  12  and 
13  of  the  Assessor's  Standard  Report  No.  2  and  again  compared  as  to  levels  of 
assessment. 

Very  trulv  yours, 

Hayden  W.  Pitman,  County  Assessor 

The  followinof  paragraphs  will  include  the  figures  Mr.  Pitman  sug- 
gested we  obtain  and  they  will  describe  our  methods. 

PART  3a  OF  PITMAN  REPLY-VERIFICATION  OF  FIGURES 

In  Part  3a,  Mr.  Pitman  suggested  that  as  a  starting  point  historical 
cost  figures  be  obtained  from  the  State  Board  of  Equalization  and  that 
these  figures  be  reconciled  to  similar  figures  in  reports  made  by  the 
companies  to  the  Public  Utilities  Commission.  The  property  figures  in 
the  P.  U.  C.  reports,  it  should  be  noted,  are  subject  periodically  to  a 
most  thorough  audit  by  the  commission. 

The  property  figures  reported  to  the  board  for  the  15  gas,  electric, 
and  telephone  utility  companies  covered  in  Appendix  19  of  Mr.  Chap- 
man's report  were  reconciled  with  the  control  figures  reported  to  the 
Public  Utilities  Commission.*  The  word  "reconciled"  in  one  sense 
overstates  the  operations.  The  figures  were  compared  in  each  ease  and 
it  was  found  that  the  figures  in  the  reports  to  the  Public  Utilities 
Commission  were  the  same  as  those  reported  to  and  used  by  the  board. 
In  other  words,  the  board's  starting  point  is  a  group  of  carefully 
audited,  highly  accurate  historical  cost  figures  for  these  major  utilities. 

Because  railroads  are  under  a  completely  different  type  of  accounting 
control,  the  book  figures  are  considered  generally  to  have  f«r  less  va- 
lidity and  significance  than  in  the  case  of  other  utilities.  The  Board 
of  Equalization  and  even  the  Interstate  Commerce  Commission  gen- 
erally use  a  reproduction  cost  figure  that  stemmed  originally  from 
studies  started  in  about  1913.  As  a  consequence,  there  is  no  ready 
comparison  of  the  figures  used  by  the  board  to  those  reported  to  the 
Public  Utilities  Commission  for  the  five  railroads. 


*  California  Electric  Power  Co.,  California  Oregon  Power  Co.,  Indian  Valley  Lisrht  and 
Power  Co.,  Pacific  Gas  and  Electric  Co.,  Pacific  Lig-hting  Gas  Supply  Co  ban 
Diego  Gas  and  Electric  Co.,  Southern  California  Edison  Co.,  Southern  California 
Gas  Co.,  Southern  Counties  Gas  Co.,  California  Interstate  Telephone  Co^  Califor- 
nia Water  and  Telephone  Co.,  Coachella  Valley  Telephone  Co.,  General  Telephone 
Co.  of  California,  Pacific  Telephone  and  Telegraph  Co.  and  Western  California 
Telephone  Co. 
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PARTS  3b  AND  3c-COMPARABILITY  OF  TRENDING  AND   DEPRECIATION 

Mr.  Pitman  suggested  that  the  committee's  consultants  review  the 
indexes  used  by  the  board  to  factor  historical  cost  to  current  repro- 
duction cost.  He  also  suggested  that  they  study  the  depreciation  prac- 
tices of  the  board  on  utility  properties  and  determine  their  compara- 
bility to  those  used  on  locally  assessed  property. 

Mr.  Reeves  and  his  staff  covered  these  two  points.  He  has  summar- 
ized his  conclusions,  which  are  presented  in  detail  following  the  body 
of  this  report,  as  follows: 

The  methods  for  factoring  historical  costs  and  trending  prices, 
and  for  depreciating  property,  used  by  the  Valuation  Division  of 
SBE  and  by  the  county  assessors  generally  are  the  same.  They 
should,  and  presumably  do,  produce  comparable  and  nearly  simi- 
lar solutions  to  like  problems  of  appraising. 

PART  3d-COMPARABILITY  OF  REPRODUCTION  AND  REPLACEMENT  COST 

As  the  two  letters  indicate,  replacement  costs  are  used  as  a  factor  in 
local  assessments.  Replacement  costs,  however,  are  not  available  on 
utilities;  the  nearest  thing  is  reproduction  cost.  Consequently  Mr.  Pit- 
man recommended  that  the  two  be  considered  equal  for  purpose  of  our 
comparison. 

Since  reproduction  cost  is  normally  somewhat  higher  than  replace- 
ment cost,  considering  them  equal  works  somewhat  to  the  disadvantage 
of  the  utilities  in  any  comparison.  The  distortion  is  probably  not  great, 
however,  and  it  is  merely  important  to  keep  the  slight  distortion  in 
mind  when  considering  the  figures. 

PART  4-COMPARISON   USING  DEPRECIATED   REPLACEMENT 
AND  REPRODUCTION  COSTS 

In  the  fourth  part  of  Mr.  Pitman's  letter  he  suggested  that  comparison 
be  made  of  the  assessment  levels  of  both  state-assessed  and  locally 
assessed  property  using  depreciated  replacement  cost  (for  local)  and 
depreciated  reproduction  cost  (for  state)  as  the  basis  for  comparison. 

The  depreciated  reproduction  costs  for  20  major  utilities  are  com- 
pared in  Table  I  to  the  assessed  values.  These  figures  are  taken  from 
Appendix  18  of  Mr.  Chapman's  report.  They  stem  from  the  Board  of 
Equalization's  figures  used  in  allocation  of  utility  assessments  to  code 
areas.  In  accordance  with  the  findings  of  Mr.  Reeves,  quoted  above,  we 
believe  they  are  comparable  to  the  depreciated  replacement  costs  used 
by  local  assessors. 

RATIO   OF  ASSESSMENT  TO   DEPRECIATED   REPLACEMENT 
COST  ON  LOCALLY  ASSESSED  PROPERTY 

We  needed  the  comparable  ratio  of  assessment  to  depreciated  replace- 
ment cost  for  locally  assessed  property.  The  only  source  of  such  informa- 
tion on  a  statewide  basis  is  the  appraisals  made  by  the  Board  of 
Equalization  in  connection  with  its  equalization  work.  We  took  the 
information  from  their  1957  appraisals,  covering  18  *  counties.  These 

*  Alameda,  Alpine,  Amador,  Calaveras,  Colusa,  Del  Norte,  El  Dorado,  Glenn,  Hum- 
boldt, Los  Angeles,  Mariposa,  Monterey,  San  Benito,  San  Bernardino,  San  Luis 
Obispo,  San  Mateo,  Solano,  Tuolumne. 
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18  counties  covered  56.2  percent  of  the  property  tax  value  for  the  entire 
State  for  1957.  There  were  5,105  appraisals  made  by  the  board  and 
included  in  our  study. 

It  should  be  emphasized  that  we  did  not  consider  the  full  cash  value 
found  by  the  board.  We  used  only  the  part  of  the  appraisal  that  covered 
depreciated  replacement  cost. 

We  have  arrived  at  a  ratio  of  assessment  to  depreciated  replacement 
cost  as  follows : 

County  assessed  value  of  18  counties  sampled $12,839,004,744 

Estimated  depreciated  replacement  cost  of  18  sampled 

counties    $56,402,827,072 

Ratio  of  county  assessed  value  to  depreciated  replacement 

cost,  18  counties  sampled 22.8% 

Our  conclusion  from  both  the  utility  and  common  property  figures  is 
that  locally  assessed  property  is  being  assessed  on  an  average  of  ap- 
proximately 22.8  percent  of  depreciated  replacement-reproduction  cost 
whereas  utility  property  is  being  assessed  on  an  average  of  approxi- 
mately 34.4  percent.  However,  it  should  be  noted  that  Dr.  Kuznets' 
sales  studies  indicate  that  high  value  property  tends  to  be  assessed 
well  above  the  average  for  all  property.  Therefore,  the  spread  between 
utilities  and  large  industrial  properties  would  probably  be  considerably 
less  than  the  spread  between  utilities  and  all  common  properties. 

PART  5-MODIFICATION   BY  OTHER  VALUE  EVIDENCES 

This  is  the  section  in  which  the  final  determination  of  value  is  made. 
Some  persons  have  construed  Mr.  Pitman's  letter  to  mean  that  depre- 
ciated reproduction  cost  should  be  used  as  the  sole  criterion  for  valuing 
utilities.  In  referring  to  the  Assessor's  Standard  Report  No.  2,  Mr.  Pit- 
man made  it  clear  that  this  is  not  the  case. 

On  pages  11,  12  and  13  of  Assessor's  Standard  Report  No.  2  other 
factors  are  explained  that  should  be  taken  into  consideration.  They  are 
described  under  the  following  headings:  (1)  Value  Predicated  Upon 
Sales,  Etc.,  (2)  Value  Predicated  Upon  Income,  (3)  Comparative 
Method,  (4)  Stock  and  Bond  Value,  (5)  The  Summation  Method,  (6) 
Replacement  Cost,  and  (7)  Influencing  Factors. 

The  statement  made  in  the  report  under  the  title  "Influencing  Fac- 
tors ' '  succinctly  summarizes  the  use  of  varied  factors : 

The  committee  in  adopting  and  recommending  a  method  is  not  unmindful  of 
the  many  other  factors  which  must  be  taken  into  consideration  in  the  determina- 
tion of  value.  This  cannot  be  too  strongly  emphasized.  Sales,  earning  power  and 
all  the  other  attributes  and  conditions  which  surround  property  must  be  weighed 
by  the  assessor  before  he  makes  his  final  determination.  Because  the  committee 
has  selected  a  single  method  of  approach  for  the  valuation  of  improvements,  it 
must  not  be  assumed  that  all  other  factors  which  influence  value  should  be  dis- 
carded by  the  assessor.  Rather,  in  the  e.xercise  of  his  judgment  he  should  modify 
his  tentative  conclusions  by  all  other  factors  which  affect  value  giving  proper 
Aveight  and  consideration  to  all  those  things  which  come  to  his  attention. 

It  is  in  the  use  of  these  modifying  factors  that  real  differences  of 
opinion  may  arise.  The  staff  does  not  want  to  take  a  position  in  this 
area.  For  one  thing,  any  position  taken  might  be  misconstrued  as  the 
position  of  the  committee,  and  the  committee,  of  course,  is  reserving  any 
opinon  until  after  comments  are  received  on  the  reports  and  public 
hearings  have  been  held. 
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Mr.  Chapman's  report  has  some  excellent  material  on  these  other 
evidences  of  value.  The  companies  covered  in  detail  in  his  report  and 
the  appendices  to  his  report  covering  value  evidences  for  the  companies 
are  as  follows : 

Company  Appendix 

Pacific  Gas  and   Electric   Company 2,  2A,  3,  3A,  SB,  9,  9A 

Pacific  Telephone  and  Telegraph  Co 4 

Atchison,  Topeka,  and  Santa  Fe  Ry.  Co 5,  5A 

California  Oregon  Power  Company 20 

Southern    California    Edison    Company 21 

Some  of  the  other  appendices  to  his  report  may  also  be  helpful. 

It  is  the  opinion  of  the  staff  that  there  is  now  sufficient  material  avail- 
able to  permit  all  concerned  to  make  conclusions  in  accordance  with 
their  valuation  theories  and  to  buttress  them  with  specific  facts.  It  is 
the  firm  opinion  of  the  staff  that  only  by  supporting  the  theories  with 
specific  cases  as  illustrations  can  the  problem  be  reduced  to  an  under- 
standable level  where  it  can  be  handled. 


TABLE   I 

1957   DEPRECIATED   REPRODUCTION   COST  *    COMPARED   TO    1957 

ASSESSMENT   OF   20   MAJOR   UTILITIES 


Depreciated 
reproduction 
cost 

Company  ($1,000) 
Gas  and  Electric: 

California  Electric  Power  Co $118,715 

California-Oregon    Power    Co 31,135 

Indian  Valley  Light  and  Power  Co 340 

Pacific  Gas  and  Electric  Co 2,729,510 

Pacific  Lighting  Gas  Supply  Co 44,715 

San  Diego  Gas  and  Electric  Co 230,306 

Southern  California  Edison  Co 1,227,419 

Southern  California  Gas  Co 494,035 

Southern  Counties  Gas  Co 182,053 

Total  gas  and  electric $5,058,228 

Telephone: 

California  Interstate  Telephone  Co $12,622 

California  Water  and  Telephone  Co 42.947 

Coachella  Valley  Telephone  Co 2,039 

General  Telephone  Co.  of  California 276,548 

Pacific  Telephone  and  Telegraph  Co 1,861,000 

Western  California  Telephone  Co 4,540 

Total  telephone $2,199,696 

Railroad: 

Atchison,  Topeka,  and  Santa  Fe  Ry.  Co.  $411,985 

Sacramento  Northern  Ry.  Co 22,100 

Santa  Maria  Valley  R.  R.  Co 1,379 

Tidewater  Southern  Ry.  Co 3,204 

Western  Pacific  R.  R.  Co 162,190 

Total  railroad $600,858 

Totals— 20  companies $7,858,782 

*  Includes  physical  depreciation  only,  not  economic  obsolescence. 
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UTILITIES 

Ratio  of 
assessment 

8BE 

to  depre- 

market 

1951 

ciated 

value 

assessment 

repr.  cost 

($1,000) 

($1,000) 

(percent) 

$88,611 

$44,306 

37.3 

22,785 

11,392 

36.6 

250 

125 

36.8 

1,864,084 

932,042 

34.1 

31,954 

15,977 

35.7 

160,000 

83,000 

36.0 

857,519 

428,759 

34.9 

330,450 

165,225 

33.4 

122,012 

61,006 

33.5 

$3,483,665 

$1,741,832 

34.4 

$11,136 

$5,568 

44.1 

39,795 

19,897 

46.3 

1,749 

875 

42.9 

241,041 

120,520 

43.6 

1,429,957 

714,979 

38.4 

4,100 

2,050 

45.2 

$1,727,778 

$863,889 

39.3 

$141,972 

$70,986 

17.2 

2,778 

1,389 

6.3 

800 

400 

29.0 

1,256 

628 

19.6 

41,232 

20,616 

12.7 

$188,038 

$94,019 

15.6 

$5,399,481     $2,699,740         34.4 
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COMPARISON     OF    METHODS    FOR    COST    FACTORING    AND     FOR 

DEPRECIATION  IN  THE  VALUATION  DIVISION  OF  THE  STATE  BOARD 

OF    EQUALIZATION    IN    APPRAISING    PUBLIC-UTILITY    PROPERTY 

VS.  THOSE  IN  THE  APPRAISAL  MANUAL  ADOPTED   BY  THE 

BOARD'S  DIVISION  OF  ASSESSMENT  STANDARDS  AND 

USED    BY    MOST    COUNTY    ASSESSORS 

By  Cuthbert  E.  Reeves 

1.  Procedures  used  by  the  Valuation  Division  in  appraising  public 
utility  property  are  uniform,  and  will  be  referred  to  herein  as  V.  D. 
Those  typical  of  local  assessing,  although  not  used  in  every  county, 
are  set  forth  in  the  Appraisal  Manual  produced  jointly  by  the 
Assessment  Standards  Committee  of  the  County  Assessors  Associa- 
tion and  the  SBE  Division  of  Assessment  Standards.  They  will  be 
referred  to  herein  as  DAS. 

2.  In  the  DAS  Manual  10  pages  of  tabulation  and  one  of  description 
are  devoted  to  cost-factoring  of  buildings.  Seven  pages  of  tabula- 
tion are  provided  for  factoring  equipment. 

Cosf-Facioring:  DAS 

3.  The  DAS  Manual  uses  the  Boeckh  indices  of  building-cost  trend 
for  Los  Angeles,  using  1940  as  a  base.  Separate  figures  are  given  for 
residences  (two  types),  apartments,  hotels,  office  buildings  (three 
types)  and  commercial  (five  types  and  average)  for  the  years  1910 
through  1956. 

4.  The  same  range  of  building  types  is  trended  also  for  the  same 
period,  using  1956  prices  in  Los  Angeles  as  the  base. 

5.  The  equipment  factors  are  all  quoted  from  Marshall  and  Stevens, 
Appraisal  Engineers.  Two  pages  are  devoted  to  listing  figures  for 
13  types  of  commercial  equipment  for  the  years  1913  through  1955. 

6.  One  page  is  devoted  to  11  types  of  equipment  used  in  food  proc- 
essing; two  pages  for  12  types  of  manufacturing  equipment;  one 
page  for  seven  types  of  miscellaneous  equipment ;  and,  another  page 
which  gives  factors  for  equipment  in  apartments  and  in  dwellings, 
and  lists,  also,  an  average  for  all  types  of  equipment. 

Cost-Factoring:  V.  D. 

7.  The  V.  D.  Manual  devotes  18  pages  to  cost  factoring,  of  which  10 
are  tabulations  of  factors  and  the  other  eight  are  descriptive  text. 
In  these  10  pages  factors  for  the  years  1913  through  1957  are  given 
for  80  types  of  construction  and  equipment.  Only  six  of  the  80  are 
specifically  for  buildings. 

8.  The  factors  adopted  come  from  a  number  of  well-known  authori- 
ties, including  the  two  relied  upon  in  the  DAS  Manual — Boeckh, 
and  Marshall  and  Stevens.  For  some  special  equipment,  such  as 
telephone,  the  operating-company  experience  is  taken  as  the  con- 
trol. 
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Summary  of  Cosf-Factoring  Comparison 
9.  The  cost-trend  factors  used  in  both  manuals  are  taken  from  as 
authentic  sources  as  can  be  found.  For  classes  of  property  common 
to  state  and  local  assessing  the  same  authority  and  factoring  is  used. 

Depreciai'ion  by  DAS 

10.  The  DAS  Manual  provides  five  ])ages  of  average-life  expectancy 
for  buildings  of  various  use  and  construction  types,  and  for  some 
other  common  types  of  structures.  These  are  supplemented  by  five 
pages  of  "Normal  Percent  Good"  tables,  two  for  residential  and 
three  for  nonresidential. 

Depreciafion  Procedure  by  V.  D. 

11.  The  V.  D.  Manual  contains  only  one  depreciation  table — combina- 
tions of  remaining-life  and  value-percent  attributable  to  combi- 
nations of  attained-agc  and  life-expectancy  groups,  and  predicated 
upon  a  5  percent  sinking-fund  concept. 

12.  The  extreme  ritualization  likely  to  flow  from  this  procedure  is 
modified  for  special  cases  bj''  use  of  supplementary  tables.  And,  a 
warning  is  conveyed  to  the  staff  in  the  paragraphs  from  page 
241.2-2  quoted  here: 

"The  following  points  should  be  kept  in  mind  when  using  the 
division's  condition  percent  table: 

1.  The  condition  percents  apply  to  the  average  survivor  of  a 
group  of  property  (with  a  given  average  life)  rather  than  to 
the  group  of  survivors  as  a  whole.  (Such  an  average  survivor 
condition  percent  is  somewhat  higher  than  tliat  of  the  group 
as  a  whole.) 

2.  Strictly  speaking,  an  individual  item  should  have  a  condition 
percent  based  on  a  specific  estimated  life.  But  unless  the 
estimated  life  is  continuall.y  re-checked  and  adjusted,  serious 
errors  can  readily  be  introduced.  The  use  of  the  condition 
percent  of  an  average  survivor  has  the  effect  of  making  an 
automatic  adjustment  each  time  a  study  is  made.  The  reason- 
ableness of  the  figure  used  is,  of  course,  subject  to  check  in 
the  field." 

Summary  of  Depreciation  Comparison 

13.  The  difference  in  treatment  of  depreciation  is  great,  and  justifiably 
and  necessarily  so.  Public  utility  properties  differ  from  most  other 
jiroperties  as  to  construction,  operation,  maintenance  and  owner- 
ship. The  difference  in  valuation  approach,  unitary  vs.  specific, 
extends  also  to  the  treatment  of  depreciation. 

14.  Concededly,  the  determination  of  depreciation  is  the  most  perplex- 
ing phase  of  valnaticni.  For  any  specific  item  of  property,  it  in- 
volves factors  based  primarily  upon  observation  and  the  judgment 
of  the  observer.  In  the  unitary  method,  many  groups  of  items  of 
certain  types  are  depreciated  as  groups,  and  according  to  average 
experience. 
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15.  Appraisals  of  public  utilities  by  the  unitary  method  are  affected 
much  less  by  the  variables  possible  in  depreciation  tliaii  those  made 
by  local  assessors — because  the  former  give  preponderant  consid- 
eration to  the  value  indications  of  economic  factors  (capitalized 
income  and  stock  plus  debt  quotations).  Whereas,  in  the  great 
majority  of  local  assessments  the  valuation  depends  principally 
upon  a  specific  finding  of  physical  condition  and  utility. 

General  Comment 

16.  In  the  course  of  my  conference  with  Mr.  Pitman  at  San  Jose  on 
August  6,  he  agreed  that  in  Item  2  of  his  letter  to  you  of  June  18, 
recognition  of  economic  depreciation  for  special  factors  is  implied. 

17.  I  do  not  have  the  Assessor's  Standard  Report  No.  2  (in  Buffalo)  but 
believe  his  Item  5  would  give  that  same  interpretation. 
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TRANSCRIPT  OF   HEARINGS,  MARCH   9  AND    10,   1959 

Page  references  In  this  Appendix  (P)  to  Staff  and  Consultants  Report  are 
as  they  appear  at  the  top  of  the  pages  in  Appendix  O;  the  page  numbers 
at  the  bottom  of  the  pages  in  Appendix  O  denote  continuity  of  pages  in  the 
complete  report. 
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MORNING  SESSION,  MARCH  9,  1959 

Chairman  Glenn  E.  Coolidge  called  the  meeting  to  order  at  10.20 
a.m.  in  Room  4202,  State  Capitol. 

Coolidge :  Ladies  and  gentlemen,  this  is  the  Joint  Interim  Committee 
on  Assessment  Practices.  We're  meeting  under  authority  of  Senate 
Concurrent  Resolution  No.  92.  I  would  like  at  this  time  to  introduce 
the  members  of  the  committee  to  you.  On  my  right  is  Senator  Murdy, 
Senator  Collier,  Senator  Williams,  Assemblyman  Wilson,  Senator 
Miller.  On  my  far  left  is  Assemblyman  Lanterman,  Senator  Christen- 
sen,  Assemblyman  Bradley.  Sitting  to  the  lonely  south  is  Assemblyman 
Collier,  an  ex  officio  member  of  the  committee.  I  would  like  to  introduce 
the  staff.  Mr.  Kenneth  Holl;  the  director  of  the  committee,  and  Mr. 
Wright,  the  assistant.  Before  we  proceed,  I  would  like  to  say  that  in 
the  summary  that  was  mailed  out  we  inadvertently  left  out  a  couple 
of  notes  that  should  have  been  in  there.  We  have  prepared  those  in- 
clusions for  the  summaries  that  you  have  and  I  ask  that  the  Sergeant- 
at-Arms  pass  them  out  at  this  time.  You  just  hand  a  group  of  them  to 
each  aisle.  Sergeant,  and  they  can  pass  them  on  down  the  line. 

The  committee  has  a  communication  from  George  Reilly,  member  of 
the  Board  of  Equalization,  First  District,  which  will  be  included  in 
the  record.  (Appendix  1.)  At  this  time  I  should  like  on  behalf  of  the 
.  .  .  beg  your  pardon  ?  Yes,  the  secretary  call  the  roll  please. 

Wright:  Senators  Christensen — here.  Collier — here,  Murdy — here, 
Williams — here;   Assemblymen   Bradley — here,   Geddes,   Samuel   R. — 

,  Lanterman — here,  Wilson,   Charles  H. — here.  Senator  Miller — 

here,  Mr.  Coolidge — here.  Quorum  present. 

Coolidge:  Thank  you.  On  behalf  of  the  committee,  I  would  like  to 
express  our  appreciation  for  your  coming  here  today  to  give  us  your 
views.  I  believe  that  the  large  turn-out  that  we  have  here  reflects  in  part 
a  belief  that  the  problems  before  us  can  be  solved  and  that  they  will  be 
solved  in  the  1959  Session  of  the  Legislature.  As  far  as  this  committee 
is  concerned,  in  all  my  years  in  the  Legislature  I  have  never  seen  a 
committee  more  keenly  interested  in  its  problems  or  more  determined  to 
find  right  solutions. 

In  my  letter  that  went  with  the  consultants'  report,  I  emphasized  that 
the  report  was  that  of  the  consultants  and  not  of  the  committee.  This 
doesn't  mean  that  we  disagree  with  the  report;  nor  does  it  mean  that 
we  agree  with  it.  That  report  was  for  the  joint  use  of  this  committee  and 
for  you.  Now  we  want  to  hear  your  ideas  before  we  come  to  any  con- 
clusions. 

On  some  points  that  will  undoubtedly  be  discussed  here  today,  I 
have  expressed  my  own  opinions  in  several  talks.  In  order  to  get  that 
background  into  the  record  I  would  like  to  summarize  those  comments 
at  this  time.  In  making  the  comments  there  is  no  implication  that  other 
committee  members  or  anyone  else  necessarily  agrees  with  them.  These 
are  merely  current  opinions  of  the  chairman  expressed  candidly  so  that 
witnesses  will  have  a  starting  point  of  view. 

One  point  I  have  made  is  that  it  seems  certain  to  me  that  it  is  pos- 
sible to  find  the  value  of  a  public  utility.  My  whole  experience  as  a 
realtor  and  businessman  convinces  me  that  it  is  possible  to  find  the 
value  of  any  commercial  enterprise,  big  or  small.  I  see  no  reason  why 
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this  applies  any  less  to  a  utility  than  to  any  other  type  of  property. 
I  might  add  that  if  I  am  wrong  on  this  point,  I  am  at  least  in  good 
company.  Tax  officials  of  most  states,  bankers,  underwriters,  to  say 
nothing  of  such  highly  respected  agencies  as  the  Interstate  Commerce 
Commission  and  the  Securities  and  Exchange  Commission,  do  make 
extremely  important  decisions  based  upon  determinations  of  utility 
value. 

A  second  point  I  have  made  is  that  once  value  is  found  for  a  utility 
there  is  a  basis  for  comparison  with  other  types  of  property.  As  the 
consultants'  report  indicates,  this  is  the  whole  basis  for  property  taxa- 
tion. In  other  words,  value  is  a  common  medium  through  which  totally 
different  things  can  be  compared.  A  house  and  a  business,  for  example, 
although  being  entirely  different,  both  have  determinable  value. 
Through  the  medium  of  values  they  can  be  compared  and  they  can  be 
subjected  to  comparable  property  taxation. 

The  third  point  deals  with  how  you  find  value.  As  I  have  gone 
through  the  value-finding  processes  many  times  I  have  always  used  for 
each  property  the  factors  that  seemed  most  important  for  that  particu- 
lar property.  The  factors,  although  they  have  many  elements  of  simi- 
larity, are  never  exactly  the  same.  For  example,  my  own  mental  proc- 
esses in  deciding  what  I  think  a  house  is  worth  are  considerably  different 
than  the  process  in  deciding  what  I  think  an  oil  well  is  worth. 

Frankly,  I  have  never  valued  a  public  utility.  But  I  have  always 
assumed  that  the  monopoly  and  other  unique  features  would  make  it 
necessary  to  employ  a  somewhat  different  process  than  I  would  on  say, 
a  factory.  In  fact  it  has  always  amazed  me  that  anyone  would  think 
a  utility  could  be  valued  just  like  a  factory — it  goes  contrary  certainly 
to  all  my  experience. 

But  finally  I  am  convinced  that  you  can  find  the  value  of  a  utility 
and  of  any  other  property.  In  so  doing,  of  course,  you  have  to  keep  in 
mind  one  thing  that  the  assessors  stressed  to  our  staff — namely,  that 
you  must  take  into  account  the  facts  that  are  pertinent  to  the  particu- 
lar property  being  valued.  Having  found  a  value,  you  do  have  a  basis 
of  comparison  for  the  imposition  of  the  property  tax. 

I  am  quite  impressed  by  the  fact  that  recently  a  number  of  courts 
throughout  the  Country  have  said  categorically  that,  when  the  law  says 
so,  you  must  assess  all  properties  at  the  same  level.  Both  the  Legislative 
Counsel  and  the  Attorney  General  have  informed  the  committee  that 
the  California  law  clearly  requires  such  uniformity.  To  me  that  means 
that  court  action  is  a  very  real  possibility  if  we  do  not  find  the  solu- 
tions in  the  Legislature. 

There  is  nothing  wrong  with  court  action,  of  course.  We  have  some 
of  the  most  competent  courts  in  the  Country  in  California.  I  am  sure 
that  their  decisions  would  be  just  and  equitable.  But  by  the  very  nature 
of  a  court  it  cannot  give  full  consideration  to  numerous  associated  prob- 
lems. I  have  in  mind,  for  instance,  the  problem  of  fiscal  health  in  local 
communities  that  so  greatly  concern  this  committee  in  dealing  with 
assessment  levels.  Furthermore,  there  is  always  the  possibility  that  the 
courts,  just  as  they  did  in  New  Jersey,  might  require  that  all  property 
be  assessed  at  100  percent  of  its  value.  I  need  not  tell  you  that  so  much 
of  our  laws  and  customs  are  built  around  a  lower  level  of  assessment 
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that  a  100  percent  rcciuirement  now  wonlcl  be  a  very  great  shock  to  the 
taxpayers  of  California. 

My  stress  of  intereonnty  assessment  kn-el  slionkl  not  indicate  any 
lack  of  interest  about  the  other  problems.  As  an  example,  I  raiglit  men- 
tion the  indications  that  in  many  counties  there  are  substantial  dif- 
ferences in  assessment  level  between  different  types  of  properties  and 
between  different  value  classes.  We  want  to  consider  these  differences 
very  seriously  in  these  hearings. 

We  are  also  very  much  interested  in  a  number  of  recommendations 
that  look  toward  changing  procedures.  I  am  sure  that  you  all  realize 
that  such  recommendations  as  those  dealing  with  full  disclosure  of 
assessment  levels  by  the  board  and  also  locally  have  a  widespread 
appeal.  Full  disclosure  is  not  only  very  popular  with  taxpayers  but  it  is 
also  in  keeping  with  a  lot  of  legislation  along  the  same  line  in  recent 
years.  I  realize,  of  course,  that  there  are  some  problems  connected  with 
full  disclosure.  We  want  to  hear  about  these  problems  as  part  of  this 
hearing. 

Let  me  mention  another  point  that  I  feel  very  keenly  about.  At  least 
four  legislative  committees  have  attacked  this  problem  before  it  was 
given  to  us.  Dewey  Anderson's  Committee  on  Assessment  and  Ap- 
praisals had  a  look  at  it  back  in  1937.  After  the  w^ar  the  Hulse  Commit- 
tee did  an  exhaustive  study;  the  Eevenue  and  Taxation  Committee 
looked  into  local  ratios ;  and  just  two  years  ago  the  Senate  Govern- 
mental Organization  Committee  headed  by  Senator  Donnelly  completed 
yet  another  investigation.  Tens  of  thousands  of  dollars  have  been  spent 
by  the  Legislature  on  assessment-equalization  problems.  Now  we  are 
again  studying  the  matter.  We  are  even  studying  other  states  in  order 
to  get  leads  and  ideas. 

It  seems  clear  that  nothing  would  be  gained  by  further  study.  Of 
course,  the  longer  you  study  the  more  facts  you  presumably  gather. 
But  you  do  come  to  a  time  of  diminishing  return.  And  I  believe  that 
California  is  at  that  point.  From  here  on  the  problems  tlirough  passage 
of  time  would  grow  faster  than  the  knowledge  of  how  to  handle  them. 
So  let's  agree — first,  that  after  our  hearings  we  will  now  have  substan- 
tial facts  upon  which  to  base  legislative  action;  and  second,  that  now 
is  the  time  to  act ;  and  third,  that  the  Legislature,  and  not  the  courts, 
is  the  place  in  which  we  want  action. 

The  next  immediate  step  is  the  hearings  we  start  today.  I  hope  that 
these  hearings  will  be  very  productive.  We  have  all  heard  theories  and 
opinions  often.  Now  let's  get  down  to  the  facts.  For  example,  I  have 
urged  repeatedly  that  you  take  the  figures  Mr.  Chapman  included  at 
our  request  about  several  large  utilities  and  tell  us  what  you  think  the 
assessment  level  is.  Tell  us  how  you  arrived  at  it — in  other  words  apply 
the  ideas  to  particular  cases  that  we,  this  committee,  can  understand. 
In  my  letter  I  also  stressed  the  need  for  positive  recommendations. 
And  I  ask  you,  please,  don't  merely  be  content  with  telling  us  that 
something  won't  work.  Go  beyond  that.  Let  us  have  your  ideas  of  what 
you  think  should  be  done. 

Finallv,  let's  not  be  too  afraid  of  what  the  committee  might  recom- 
mend. Let's  not  be  too  afraid  of  the  $95,000,000  headlines  we've  been 
reading.  I  am  sure  that  I  speak  for  every  member  of  the  committee  in 
saying  to  you  ladies  and  gentlemen  here  that  this  committee  will  not 
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do  anything:  that  will  spell  financial  ruin  for  any  California  commu- 
nity. Fortunately,  no  other  group  that  I  know  of  wants  to  harm  the 
communities  either.  As  a  consequence  there  is  plenty  of  leeway  in 
which  to  work  out  solutions.  So  give  us  the  facts  frankly.  And  rest 
assured  that  this  committee  is  determined  to  protect  and  promote  the 
economic  and  fiscal  health  of  the  State  and  every  single  community  in  it. 

Now  we  have  had  a  great  number  of  people  who  have  requested  the 
opportunity  to  appear.  Most  of  these  people  that  we  have  heard  from, 
we  have  set  up  in  our  agenda.  Several  have  indicated  to  us  this  morning 
that  they  should  like  to  give  testimony  before  this  committee.  And  let 
me  say  that  it  is  our  desire  that  everyone  that  cares  to  be  heard  will 
be  heard  as  rapidly  as  we  can  hear  them.  And  be  assured  that  if  we're 
not  able  to  have  all  testimony  in  two  days,  we'll  take  as  much  time 
as  is  necessary.  And  with  those  opening  remarks  I  would  like  to  present 
at  this  time  as  our  first  witness,  Mr.  Gerdes  of  the  Pacific  Gas  &  Elec- 
tric Compan}^ 

Gerdes:  Pacific  Gas  &  Electric  Company. 

Coolidge :  I  in  informed  that  we  're  having  trouble  with  the  mike, 
in  front  of  you,  Mr.  Carr,  so  would  you  be  kind  enough  to  sort  of  split 
the  other  mike?  Is  somebody  working  on  that  to  see  that  it's  taken 
care  of?  You  might  try  it  out,  Mr.  Carr,  to  see  if  it's  been  fixed. 

Gerdes :  Mr.  Chairman  and  members  of  the  committee  .  .  .  my  name 
is  .  .  .  Robert  H.  Gerdes.  I  am  Vice  President  of  .  .  .  Executive  Vice 
President  of  the  Pacific  Gas  &  Electric  Company.  I  am  accompanied 
by  Mr.  Francis  Carr,  Manager  of  the  tax  department  and  Mr.  Leslie 
Carbert,  Tax  Analyst  for  Pacific  Gas  &  Electric  Company.  On  the  more 
detailed  specialized  phases  of  the  subject  of  taxes,  I  am  sure  you'll  find 
that  they're  more  informed  than  I  am. 

I  have  a  prepared  statement  which  I  understand  has  been  placed 
before  you.  Mr.  Chairman,  I  am  here  not  only  on  behalf  of  my  company 
but  also  the  6^  million  people  we  serve  in  48  counties  whose  utility 
bills  are  affected  substantially  by  taxes.  We  propose  that  a  program 
be  worked  out  that  will  eliminate  the  serious  tax  inequity  which  dis- 
criminates against  utility  customers. 

This  problem  can  be  solved,  we  believe,  in  a  way  which  is  fair  and 
reasonable  for  all  concerned.  We  urge  that  the  transition  to  equaliza- 
tion be  made  over  a  long  enough  period  of  time  so  that  the  finances  of 
local  governments  will  not  be  disturbed. 

In  the  discussions  which  preceded  the  establishment  of  the  Connnittee 
on  Assessment  Practices,  interested  parties  publicly  agreed  on  three 
points:  (1)  the  study  should  be  purely  factual  in  character;  (2)  the 
study  should  be  conducted  by  agencies  or  individuals  who  were  com- 
pletely impartial  and  who  were  recognized  as  experts;  and  (8)  the 
factual  conclusions  should  serve  as  the  basis  for  a  legislative  solution 
of  any  inequit.y  found  to  exist. 

Now  that  the  report  of  recognized  experts  is  in  hand,  it  is  time  to 
get  down  to  the  business  of  solving  the  problem. 

The  report  shows,  we  believe,  conclusively  the  substantial  inequity 
in  assessment  practices,  and  recommends  corrective  legislation.  The 
basic  recommendations  in  the  report  are:  (1)  that  a  new  legal  assess- 
ment level  should  be  set;  and  (2)  that  equity  between  locally  assessed 
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and  state-assessed  property  should  be  effected  gradually,  possibly  over 
a  10-year  period. 

These  proposals  would  protect  the  interests  of  utility  ratepayers  and 
taxpayers  alike.  They  present  a  fornmla  for  transition  which  is  prac- 
tical, fair  and  economically  sound. 

The  inequity  found  to  exist  has  been  long  in  the  making.  We  recog- 
nize that  the  correction  should  not  be  made  abruptly  but  should  be 
gradual.  Under  such  a  procedure,  local  tax  revenues  need  not  decline 
because  continuing  expansion  of  utility  property  to  serve  the  growth 
of  California  should  be  more  than  sufficient  to  prevent  any  reduction 
in  utility  tax  payments.  In  fact,  they  will  increase. 

It  is  a  matter  of  record  that  P.  G.  &  E.'s  operating  properties  double 
about  every  10  years.  As  we  continue  to  expand  our  property,  tax  pay- 
ments will  continue  to  rise  and  our  total  dollar  payments  will  increase 
annually  even  with  gradual  accomplishment  of  assessment  equity.  Thus, 
the  threat  of  injury  to  local  governments  should  be  eliminated. 

To  support  this,  I  call  your  attention  to  the  company's  ad  valorem 
tax  payments  over  recent  years.  Ten  years  ago,  in  1948,  P.  G.  &  E. 
paid  $19,300,000  in  ad  valorem  taxes.  For  1958  those  same  taxes 
amounted  to  $56,269,000.  That  is  a  gain  of  291  percent,  or  nearly  three 
times  the  amount  of  property  taxes  we  paid  just  10  years  ago. 

The  Pacific  Gas  and  Electric  Company,  as  the  largest  taxpayer  in 
California  has  a  real  stake  in  the  preservation  of  a  strong  and  equitable 
structure  of  local  government.  Sound  local  government  cannot  be  pre- 
served when  there  is  discrimination  such  as  this  committee's  experts 
have  found  to  exist. 

It  is  our  duty  as  a  public  utility  to  provide  gas  and  electric  service 
to  our  customers  at  the  lowest  practical  rates.  Our  customers  are  en- 
titled to  equity  as  ratepayers  as  well  as  taxpayers.  A  major  factor  in 
rates  is  taxes.  The  benefits  of  an  equitable  tax  structure  will  be  reflected 
in  the  rates  the  people  of  California  pay  for  their  utility  services. 

In  conclusion,  I  wish  to  reiterate  that  the  report  of  the  staff  and 
consultants  demonstrates  that  serious  inequalities  exist  in  the  present 
assessment  practices.  The  indicated  solution  to  the  problem  is  practical, 
sound  and  fair.  I  wish  also  to  re-emphasize  our  desire  that  the  transi- 
tion to  equalization  be  made  over  a  long  enough  period  so  that  the 
finances  of  local  governments  will  not  be  disturbed. 

Pacific  Gas  and  Electric  Company  will  support  any  reasonable  pro- 
gram toward  those  ends. 

Coolidge:  Thank  you  very  much,  Mr.  Gerdes.  Are  there  questions 
of  Mr.  Gerdes  by  the  committee  ? 

Wilson:  Mr.  Gerdes  .  .  .  just  to  emphasize  one  of  the  points  you 
made  here  insofar  as  the  factor  that  taxes  have  on  the  rates  of  your 
users  .  .  .  w^ould  you  predict  that  if  the  assessments  were  equalized 
as  recommended  by  the  committee  consultants  that  there  would  be  some 
rate  advantages  for  your  users  ? 

Gerdes:  There  is  no  question  that  there  w^ould  be  rate  advantages 
to  the  users  of  utilities  services  in  California,  because  under  the  regu- 
lation of  utilities  as  provided  by  the  California  Public  Utilities  Com- 
mission, the  only  .  .  .  that  connnission  would  see  to  it,  if  the  utilities 
themselves  didn't  see  to  it,  that  any  advantage  would  be  .  .  .  would 
accrue  to  the  ratepayer. 
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Wilson:  We've  heard  a  great  deal  about  the  Big  Bend  Project.  These 
stories  are  that  the  State  would  be  expected  to  replace  some  of  yonr 
facilities  at  a  cost  many  times  their  assessed  value.  Would  you  please 
tell  us  the  story  about  that  ? 

Gerdes:  Mr.  Wilson,  the  .  .  .  that  subject  has  been  .  .  .  was  ex- 
tensively covered  at  a  hearing  before  the  Assembly  Interim  Committee 
on  Public  Utilities  and  Corporations  in  August  of  1958.  It's  a  subject 
of  a  very  considerable  volume  of  testimony  and  I  doubt  the  .  .  .  unless 
the  committee  desires  ...  I  doubt  the  desirability  of  going  into  all 
those  details.  Perhaps  that  transcript  could  be  made  a  part  of  the 
record  of  this  proceeding. 

Wilson :  Well,  I  was  on  that  committee  too.  I  felt  it  tied  in  with  this 
subject  pretty  much.  I  wondered  if  you  might  give  a  brief  statement 
as  to  the  position  of  your  company  in  regard  to  it? 

Gerdes :  Briefly,  if  the  Big  Bend  Plant  of  the  Pacific  Gas  &  Electric 
Company  should  be  taken  by  the  State  in  connection  with  the  state 
water  plan,  the  law  provides  in  substance  that  the  .  .  .  that  the  State 
must  provide  substitute  facilities  of  equal  usefulness  and  if  it  does 
not  provide  substitute  facilities  of  equal  usefulness,  then  of  course 
under  the  Constitution  and  the  law  the  company  would  be  entitled  to 
just  compensation. 

In  connection  with  the  state  water  plan,  the  company  made  an  offer 
to  buy  the  power  which  might  be  generated  at  that  plant  and  it  specified 
a  certain  kilowatt  payment  and  a  certain  kilowatt-hour  payment  that 
would  be  made  for  all  power  that  the  company  might  purchase. 

In  connection  in  .  .  .  possible  studies  or  in  studies  which  we  made  as 
to  the  value  of  the  Big  Bend  Plant  if  it  should  be  taken  from  the 
company,  we  used  those  values  that  we  had  indicated  we  would  buy 
power  for  as  an  indication  of  the  value  of  the  plant  .  .  .  that  the  com- 
pany should  receive  for  the  plant.  So  the  company  was  in  the  position 
of  both  offering  to  buy  or  offering  to  sell  power  in  effect  at  those  same 
values.  Now  those  values  happen  to  work  out  somewhat  above  the  pre- 
sent assessments  of  the  ...  of  the  Big  Bend  Plant.  Of  course  this  plant 
was  acquired  many,  many  years  ago  and  it's  an  advantageous  plant 
as  measured  by  plants  that  might  be  constructed  today.  However,  the 
Pacific  Gas  &  Electric  Company  is  today  only  permitted  by  the  Cali- 
fornia Public  Utilities  Commission  to  earn  a  return  on  the  historical 
cost  that's  the  original  cost  of  that  plant  as  it  .  .  .  worked  out,  well 
when  it  was  completed  about  50  years  ago,  of  course  with  improvements 
less  depreciation.  And  the  value  assigned  as  Mr.  Broley  Travis  for  the 
Board  of  Equalization  indicated  the  value  assigned  to  that  plant  was 
the  result  of  what  the  Board  of  Equalization  follows  is  the  so-called 
unitary  valuation  method  of  utilities  and  then  that  unit  value  is  al- 
located over  all  of  the  properties  to  the  various  assessment  districts, 
and  the  amount  of  the  assessment,  I  don't  have  it  in  mind  here  ...  I 
have  it  in  the  record  if  you  desire  me  to  get  it  .  .  .  worked  out  at  .  .  . 
Do  you  have  the  figure?  ...  at  approximately  $7,500,000  as  I  recall  it. 

Senator  Collier :  Mr.  Gerdes  ...  as  you  spoke  of  historical  value  .  ,  . 
historical  cost  value? 

Gerdes:  Yes. 

Senator  Collier :  What  would  be  the  attitude  of  your  corporation  if 
the  public  utilities  and  the  Board  of  Equalization  allow  you  to  use 
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replacement  costs  both  for  assessment  purposes  and  for  rate  making 
purposes  ? 

Gerdes:  "Well,  if  the  California  Public  Utilities  Commission  would 
fix  rates  in  California  upon  the  basis  of  the  reproduction  costs  less  de- 
preciation or  what  you  might  call  the  fair  value  basis  as  distinguished 
from  the  original  cost  basis,  the  utilities  in  California  would  all  earn 
more  money  and  their  properties  would  be,  no  doubt  ...  be  valued  at 
a  higher  amount. 

Senator  Collier :  Well,  I  'm  speaking  of  the  two  state  ...  I  'm  speaking 
also  of  the  State  Board  of  Equalization  used  in  those  values.  Now  what 
would  be  your  opinion  as  to  that  1  Now  as  to  PUC  why  that 's  one  thing. 

Gerdes:  Well,  I  think  you  can't  in  the  State  Board  of  Equalization 
or  any  other  agency  which  is  valuing  utility  properties  for  taxation 
purposes  must  take  into  consideration  the  method  followed  by  the  Cali- 
fornia Public  Utilities  Commission  in  allowing  rates.  Basically,  the 
value  of  commercial  property  depends  in  considerable  measure  upon 
present  and  prospective  earnings.  And  the  method  that  the  Utilities 
Commission  follows,  therefore,  has  a  very  determining  effect  upon  all 
values  including  assessment  values. 

Senator  Collier:  Well,  Mr.  Gerdes,  I  don't  think  you  answered  the 
question  because  what  I  asked  was  what  would  be  the  attitude  of  your 
corporation  if  such  and  such  was  the  case.  Now  that's  what  I  want, 
not  what  they  might  do.  Has  your  corporation  ever  come  to  any  con- 
clusion as  to  what  I  ask? 

Gerdes:  Well,  I  think  the  company  would  regard  it  as  a  distinctly 
unfair  basis  for  the  properties  to  be  assessed  upon  a  reproduction  cost 
basis  when  they're  only  allowed  to  earn  on  an  original  cost  basis. 

Senator  Collier:  No.  That  isn't  what  I  asked  you. 

Gerdes  :  Well,  I  beg  your  pardon. 

Senator  Collier :  I  asked  you  a  question  if  you  're  allowed  to  place 
your  rates  .  .  .  make  your  rates  upon  the  reproduction  costs  and  if 
you're  allowed  .  .  .  and  if  you  were  assessed  upon  reproductin  cost,  then 
what  would  be  the  attitude  of  your  corporation? 

Gerdes :  Well,  if  we  were  allowed  to  ...  if  I  understand  your  correc- 
tion .  .  .  your  question,  if  we  were  allowed  to  earn  on  the  basis  of  re- 
production costs.  ... 

Senator  Collier:  Yes. 

Gerdes :  Then  I  think  our  properties  should  be  assessed  on  the  same 
basis. 

Senator  Collier:  All  right. 

Gerdes:  I'm  sorry.  I  didn't  understand  your  question. 

Senator  Collier:  I'm  referring  to  our  chart,  if  we  might  have  that 
chart,  Mr.  Holl,  as  to  reproduction  costs. 

Gerdes:  I  might  point  out,  of  course,  that  that  would  require  the 
utility  rates  in  California  to  go  up  substantially. 

Senator  Collier :  Well,  I  understand  that  so  the  taxes  and  you  folks 
would  get  the  earnings  ...  in  turn  you'd  pay  higher  taxes.  Isn't  that 
right  ? 

Gerdes:  That  is  correct. 

Coolidge:  Mr.  Holl,  would  you  turn  the  chart,  please,  a  little  more 
toward  the  audience  so  that  all  can  see  it  and  kindly  explain  the  chart 
that  we  have  had  prepared?  Now  that's  the  chart  ...  no  that's  not  the 
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one.  There  is  another  one,  Mr.  Holl,  there  in  reference  to  .  .  .  where 
you  show  the  ...  no  the  one  with  $750,000  .  .  .  the  one  that  has  $750,000. 
The  one  with  the  dams  on  it,  Mr.  Holl. 

Senator  Collier:  Yes.  In  other  Avords,  here's  the  historical  cost  of 
the  utility,  $3,000,000.  Reproduction  cost,  $4,000,000.  And  then  we  go 
on.  Now,  my  question  related  to  ...  if  the  PUC  gave  you  rates  upon 
your  reproduction  costs  and  the  State  Board  of  Equalization  assessed 
your  values  upon  reproduction  cost  and  now  your  idea  .  .  .  your  answer 
is  now,  Mr.  Gerdes,  that  you  think  your  corporation  would  be  agree- 
able to  it. 

Holl :  If  you  were  allowed  to  earn  on  the  $4,000,000. 

Coolidge :  Mr.  Holl,  would  you  pick  up  that  mike  there  and  speak 
into  it,  please? 

"Wright :  For  the  information  of  the  committee  that  chart 's  on  page 
66  of  your  notebook. 

Holl:  If  you  were  allowed  to  earn  a  rate  of  return  on  the  hypo- 
thetical case  here  of  $4,000,000,  would  you  consider  that  a  justifiable 
basis  and  for  taxation  too? 

Gerdes:  I  think  .  .  .  this  is  a  purely  hypothetical  situation  that  I 
haven't  given  any  thought  to  because  as  I  understand  the  California 
Public  Utilities  Commission,  it  has  no  intention  of  allowing  any  earn- 
ings on  this  basis. 

Senator  Collier :  I  don 't  think  we  're  asking  to  what  you  think  they  're 
going  to  do.  we're  talking  about  a  hypothetical  case. 

Gerdes :  I  would  say  that  generally  for  tax  purposes  they  should  .  .  . 
they  would  value  on  a  comparable  basis  to  the  Utility  Commission 
evaluation.  Provided,  of  course,  that  other  property  in  the  State  was 
valued  on  a  comparable  basis  so  as  to  avoid  discrimination. 

Coolidge:  Any  other  questions  by  the  committee?  All  right  Assem- 
blyman Collier. 

Assemblyman  Collier :  I  'd  like  to  ask  you  a  question.  Would  a  level- 
ing off  whereby  equalization  would  be  accomplished  effect  the  Public 
Utilities  Commission  approach  to  rate  making  and  P.  G.  &  E's.  earn- 
ings? 

Gerdes:  Well,  if  our  ...  to  the  extent  that  our  taxes  would  be 
reduced  .  .  .  our  ad  valorem  taxes  would  be  reduced  the  commission 
would  allow  us  in  rates  only  the  reduced  taxes. 

Assemblyman  Collier :  Then  we  go  right  to  my  next  question  then. 
Taxes  are  included  in  figuring  the  company's  cost  of  operation?  Is 
that  right? 

Gerdes :  That  is  correct.  Approximately  25  cents  of  every  dollar  that 
the  company  collects  from  its  ratepayers  goes  to  pay  taxes. 

Assemblyman  Collier :  Now  if  the  taxes  are  included  in  figuring 
your  costs,  wouldn't  the  dollar  earnings  be  high  for  P.  G.  &  E  when 
the  percentages  allowed  in  rates  by  the  P.  U.  in  considering  the  operat- 
ing costs? 

Gerdes :  I  'm  not  sure  I  understand  your  question. 

Assemblyman  Collier :  All  right,  let 's  make  it  this  way.  You  take 
government  contracts  and  they  say,  "Well,  we'll  let  you  operate  on 
government  cost — say  at  10  percent  cost  plus  10. "  If  it  cost  $1,000  and 
they  get  10  percent,  then  of  course  they're  getting  $100.  But  if  it  costs 
$2,000  and  they're  getting  10  percent,  they're  getting  $200.  So  liken 
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that  to  your  earnings  to  your  jBguriiig-  your  cost  here.  If  your  costs  are 
high  in  operating  your  public  utilities  then  when  they  go  to  figure 
the  rates,  if  they're  allowing  you  a  certain  percentage  tlie  percentage 
on  a  higher  cost  on  the  money  invested  will  give  you  a  greater  return 
in  dollars.  Then  it  would  be  reducing  it,  wouldn't  it? 

Gerdes:  No. 

Assemblyman  Collier  :  Why  ? 

Gerdes:  Taxes  enter  only  as  an  expense  and  the  only  thing  that 
the  company  can  earn  as  under  the  regulations  of  the  California 
Public  Utilities  Commission  is  a  reasonable  return  upon  the  actual 
dollar  investment  in  our  property.  So  whetlier  our  taxes  are  high  or 
low  doesn't  enter  into  the  question  of  the  rate  of  return  on  our  prop- 
erties. 

Assemblyman  Collier .-  You  mean  that  the  cost  of  your  operating  long 
as  they  let  you  deduct  the  cost  of  operating  and  that  includes  taxes? 
That  isn't  included  when  they  arrive  at  the  approach  of  how  much 
you  can  earn  on  your  investment? 

Gerdes :  No.  The  answer  to  that  question  has  to  be  yes  or  no.  Yes  and 
no.  The  commission  allows  us  to  recover  our  costs  including  taxes  and 
in  addition  to  that,  allows  us  a  reasonable  return  upon  the  investment 
that  we  have  in  properties  devoted  to  the  public  service. 

Assemblyman  Collier:  And  isn't  that  cost  of  operation  included  in 
this  on  the  reasonable  return? 

Gerdes :  No.  It 's  not  entered  on  a  reasonable  return  basis  at  all.  The 
commission  just  allows  us  to  recover  our  costs  the  same  way  with  wages 
and  all  the  other  elements  that  go  into  our  utility  costs. 

Assemblyman  Collier :  Is  the  Public  Utilities  Commission  going  to 
be  before  this  committee  to  testify,  Mr.  Chairman?  Later  on  today  or 
tomorrow  ? 

Coolidge :  They've  made  no  request,  Mr.  Collier. 

Assemblyman  Collier :  Well  I  mean  ...  I  would  .  .  .  this  is  a  very 
important  question  in  my  opinion  so  far  as  the  rates  and  earnings  of 
these  utilities  is  concerned  and  he  says  that  they're  not  included  in  the 
operation.  I  am  of  the  opinion  that  they  are  and  I'd  like  to  get  a  w^ord 
from  the  Public  Utilities  Commission. 

Gerdes :  Excuse  me.  Assemblyman  Collier,  the  commission  very  def- 
initely includes  taxes,  wages,  all  of  our  other  expenses  in  the  group  of 
expenses  which  it  must  allow  us  to  recover  from  the  ratepayers.  In  addi- 
tion to  that,  it  allows  an  amount  that's  calculated  to  be  a  reasonable 
return  upon  the  properties  devoted  to  the  public  service. 

Assemblyman  Collier :  I  'm  not  quite  clear.  The     .  .  . 

Coolidge:  Mr.  Holl—  Senator  Miller  .  .  . 

Miller:  I  think  the  point  is,  I  think  the  confusion  that  you  make 
money  by  spending  money  on  a  public  utility  and  that  is  not  the  case. 
It's  not  a  cost  plus  contract.  It's  cost  plus  a  fixed  fee  if  you're  going  to 
make  the  analogy  and  the  fixed  fee  being  a  reasonable  return  on  the 
amount  of  investment  not  the  6  percent,  if  you're  applying  the  6  per- 
cent. It's  not  6  percent  on  the  amount  they  spend  in  taxes,  wages  and 
so  forth. 

Gerdes :  Senator  Miller  has  quite  properly  and  correctly  stated  what 
the  principal  is.  I,  apparently,  was  unsuccessful  in  my  efforts  to  express 
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that  point.  In  other  words,  put  it  another  way.  We  can't  make  more 
money  by  paying  more  wages  or  paying  more  taxes. 

Lanterman :  Mr.  Gercles,  just  for  clarification  in  my  own  mind — it 
may  have  gone  by  me  too  fast — would  you  restate  that  comment  that 
you  made  approximately  25  cents  out  of  every  dollar  collected  by 
P.  G.  &  E.  What  was  that  statement? 

Gerdes :  I  stated  that  approximately  25  cents  of  every  dollar  that  we 
collect  goes  for  taxes. 

Lanterman :  That  you  collect  in  rates  ? 

Gerdes :  In  rates.  That  includes  the  ad  valorem  taxes,  the  federal 
income  taxes  and  other  taxes  that  we  pay. 

Lanterman :  Thank  you. 

Coolidge:  Mr.  Gerdes,  I'd  like  to  ask  this  question.  When  a  munici- 
pality takes  over  one  of  your  facilities,  how  do  you  establish  price  on 
that  facility  ? 

Gerdes :  Well,  that  is  .  .  .  value  is  fixed. 

Coolidge :  Do  you  use  depreciated  historical  cost  or  the  depreciated 
reproduction  cost? 

Gerdes:  No.  That  value  is  fixed  by  the  .  .  .  one  way  that  it  can  be 
fixed  is  by  the  California  Public  Utilities  Commission  and  they  deter- 
mine fair  value.  And  in  connection  with  fair  value,  they  would  and 
have  given  substantial  weight  to  the  reproduction  cost  of  the  property. 
Of  course,  that  is  a  very  different  thing  to  take  property  by  condem- 
nation then  to  value  it  b}^  .  .  .  for  tax  purposes  while  it's  in  the  hands 
of  a  utility  company  that  is  limited  in  its  earnings  to  a  fair  return  on 
the  original  depreciated  cost. 

Coolidge :  Is  the  price  ever  as  low  as  the  depreciated  historical  cost  ? 

Gerdes:  Well,  I  don't  know  of  any  cases  where  it's  ever  been  that 
low,  but  there  have  been  relatively  few  cases  in  California  where  the 
commission  has  had  occasion  to  fix  these.  And  the  ones  I'm  familiar 
with,  it's  in  excess  of  the  depreciated  original  cost. 

Coolidge :  Thank  you.  Mr.  Holl. 

Holl:  Mr.  Gerdes,  you  told  about  this  10-year  adjustment.  Have  your 
economists  made  any  study  to  find  out  what  would  be  the  results  in  the 
counties  10  years  from  now?  The  question  I'm  really  asking  is  do  you 
have  any  less  serious  impact  if  you  make  an  adjustment  over  10  years 
than  you  do  over  one  year  or  would  you  just  at  the  end  of  10  years  be  in 
the  same  position  you  would  if  you  made  the  adjustment  now  ? 

Gerdes:  Well,  our  view  is  that  if  due  to  the  great  growth  that's 
taking  place  in  utility  properties,  and  I  mentioned  that  the  Pacific 
Gas  &  Electric  Company  properties  double  about  every  10  years,  it's 
the  view  of  those  in  the  company  who  have  studied  it,  that  the  transi- 
tion to  an  equitable  assessment  could  take  place  without  damage  to  the 
local  financing. 

Holl :  Mr.  Gerdes,  is  your  growth  now  in  the  mountain  counties  that 
would  be  most  affected?  I  have  counties  like  Plumas  in  mind.  Or  is  it 
in  the  areas  where  your  population  is  going  up  rapidly?  Now  your 
mountain  counties  that  would  be  most  affected  are  the  ones  that  have 
had  the  power  developments  in  the  past.  And  do  you  foresee  additional 
large  plants  in  those  mountain  counties? 

Gerdes:  Well,  I  .  .  .  you  mentioned  Plumas  County  .  .  .  there  is 
one  plant  that  I  have  in  mind  that  the  company,  if  it  can  work  out  a 
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certain  problem,  with  regard  to  fish  releases  there,  the  company  would 
go  ahead  with  that  project.  And  in  addition  to  that  my  observation  is 
that  all  of  our  areas  are  growing,  some  of  them  grow  faster  than  others 
and  then  there's  a  change  in  some  area  that  hasn't  been  growing  fast 
speeds  up  its  growth.  And  of  course  in  addition  to  the  generating  facili- 
ties, there  is  all  the  transmission  facilities.  There's  the  distribution 
facilities.  There's  great  talk  today  of  various  districts  constructing 
facilities  in  the  mountain  counties,  although  those  facilities  if  they're 
constructed  by  a  public  agency  wouldn't  pay  taxes.  If  the  transmission 
lines,  for  example,  are  built  by  private  enterprise,  they  would  add  sub- 
stantially to  the  tax  revenues  of  the  mountain  counties.  Generally,  over 
our  system  there's  been  growth  in  all  areas.  Of  course,  some  have  grown 
faster  than  others. 

IIoU:  I  may  be  hitting  one  county  that  you  don't  serve.  If  I  am, 
that's  my  ignorance.  Would  you  expect  that  your  property  would 
double  in  value?  I  mean  double  in  amount  in  Alpine,  Shasta,  Plumas 
and  Amador  Counties  in  the  next  10  years?  Alpine,  Shasta,  Plumas 
and  Amador  are  the  ones  that  apparently  would  be  hardest  hit. 

Gerdes :  Well,  there  are  a  lot  of  .  .  .  frankly,  I  don 't  know  as  to 
any  specific  ...  I  couldn't  forecast  in  any  specific  county.  I  was 
using  an  overall  growth  of  our  whole  system.  There's  a  great  deal  of 
development  that's  being  talked  about  in  many  of  these  areas.  Shasta 
County  .  .  .  there's  still  some  developments  on  the  river  on  the 
Me  Cloud  that  we  have  an  application  for  on  the  lower  Pit  River  and 
.  .  .  there  might  .  .  .  various  transmission  lines  ,  .  .  we  have  a  gas 
line  that  we  propose  to,  whereby  we  propose  to  bring  gas  from  the 
Province  of  Alberta,  Canada,  down  through  .  .  .  down  to  San  Fran- 
cisco. That  would  add  substantially.  I  wouldn't  want  to  guess  on  any 
county. 

Senator  Collier:  Aren't  the  plans  for  the  development  of  hydro 

rather  electric  energy  going  away  from  hydroelectric  energy  more  to 
steam  plants  and  atomic  plants  ?  And  would  they  not  be  situated  not  in 
the  mountain  counties  of  California,  but  in  the  portions  of  California 
metropolitan  areas  where  you  have  more  numerous  customers  and  be 
nearer  the  ocean? 

Gerdes :  The  steam  plants  and  the  atomic  plants  will  be  located  near 
the  great  centers  of  population. 

Senator  Collier :  Yes. 

Gerdes:  Which  is  where  the  power  is  used  and  it's  true  that  a  sub- 
stantial part,  a  considerable  part,  of  the  hydropower  that  can  be  de- 
veloped by  private  enterprise  has  been  developed.  There  are  some  ad- 
ditional developments  that  we  expect  ourselves  to  make  and  there  also 
are  substantial  additional  developments  that  various  irrigation  and 
other  districts  are  planning  and  for  which  we  may  be  required  to  con- 
struct transmission  lines. 

Senator  Collier :  Then  there  would  be  a  shift  of  tax  values  from  .  .  . 
which  used  to  go  into  the  mountain  counties  of  California,  but  would  go 
down  to  the  metropolitan  areas? 

Gerdes :  Well,  that  word  has  been  used,  at  least  in  the  newspapers 
a  very  great  deal.  I  believe  that  this  can  be  worked  out  so  that  there 
will  not  really  be  a  shift  which  implies  any  hardship  ...  a  burden 
shifted  from  one  to  the  other. 


410  JOINT  INTERIM   COMMITTEE   ON  ASSESSMENT  PRACTICES 

Senator  Collier :  How  would  yon  prevent  the  shift  if  the  facility  was 
in  the  metropolitan  area  for  steam  or  atomic  development  of  electric 
energy  as  against  development  of  hydroelectric  energy  in  the  moun- 
tains ? 

Gerdes:  Well,  because  I  think  there's  going  to  be  an  expansion  of 
not  to  some  extent  that  the  generating  facilities  but  also  the  transmis- 
sion lines  and  the  distribution  facilities.  With  the  growth  that  I've 
seen  and  we're  experiencing  in  at  least  considerable  part  of  the  moun- 
tain counties,  it  is  quite  obvious  that  there's  going  to  be  substantial 
increase  in  investment  in  those  areas. 

Senator  Collier:  In  what  type  of  equipment?  What  kind  of  plants? 

Gerdes :  Well,  I  said  to  some  extent  in  the  hydrogeneration  but  more 
particularly  in  transmission  lines,  both  gas  and  electric,  and  distribu- 
tion lines.  Substations. 

Senator  Collier:  But  the  plants  for  the  development  of  electric 
energy  in  the  metropolitan  areas  would  not  have  the  long  transmission 
lines  that  you  have  .  .  .  presently  have  coming  from  hydroelectric  plants 
in  the  mountains,  would  they  not? 

Gerdes :  No.  The  customers  are  mainly  located  in  the  great  centers 
of  population  and  when  you  build  a  steam  plant  or  an  atomic  energy 
plant  they're  located  near  the  centers  of  population. 

Senator  Collier :  Now  as  to  the  gas  line  that  you  're  building  from  the 
...  or  want  to  build  .  .  .  from  the  Province  of  Alberta.  That  would  go 
through  a  very  few  counties  in  Northern  California.  In  other  words, 
you'd  have  a  direct  line  across  the  Oregon  line  perhaps  going  to  Siski- 
you and  Shasta  and  on  down  through  a  few  of  the  counties.  But  after 
you  got  out  of  Shasta  County,  you'd  probably  be  in  the  valley. 

Gerdes:  We'd  go  through  a  half  dozen  or  so  counties  at  least.  Or 
more — I  haven't  counted  them. 

Senator  Collier :  That 's  right.  Those  assessment  values  would  be  in 
just  a  few  counties — I  'm  speaking  as  to  the  gas  lines — would  they  not  ? 

Gerdes :  Well,  they  '11  only  be  in  the  counties  where  the  property  is 
located. 

Senator  Collier  :  That's  right. 

Coolidge:  Any  other  questions? 

Christensen:  Mr.  Gerdes — you  referred  in  your  statement  on  page 
two  "It  is  our  duty  as  a  public  utility  to  provide  gas  and  electric 
services  to  our  customers  at  the  lowest  possible  rates.  Our  customers 
are  entitled  to  equity  as  ratepayers  as  well  as  taxpayers.  The  benefits 
of  an  equitable  tax  structure  will  be  reflected  in  the  rates  the  people  of 
California  pay  for  their  utility  services."  You  infer  that  if  there  is 
equalization  over  a  10-year  period  that  there  will  be  equity  in  both  as 
to  the  taxpayers  and  the  ratepayers.  Is  that  correct  ? 

Gerdes :  That  is  correct  to  the  extent  that  there  is  an  proportionate 
reduction  in  our  tax  payments.  As  I  indicated  the  benefit  of  that  will 
go  to  the  utility  customer. 

Christensen:  Now  that  necessarily  assumes  that  there  is  an  identity 
between  the  taxpayer  and  the  ratepayer,  does  it  not  ? 

Gerdes:  Well,  of  course,  there  are  many  times  that  we  have  many 
customers  who  would  be  ...  of  course  they'll  be  taxpayers  but  they 
might  be  relative  small  taxpayers  if  they're  renters  and  the  likes  of 
that. 
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Christensen:  As  a  matter  of  fact  I  mean  there  would  be  a  greater 
benefit  conferred  upon  the  large  user  of  electric  power  than  there 
would  be  a  proportionate  benefit  to  the  individual  or  homeowner  tax- 
payer. 

Gerdes:  Well,  proportionately,  I  wouldn't  agree  to  that,  I  think 
that  that  benefit  would  be  spread  out  .  .  .  tend  to  be  spread  out  dollar- 
wise  over  tlie  whole  group  of  customers. 

Christensen:  You  heretofore  stated  that  one  of  the  operating  costs 
of  any  business,  whether  it's  a  utility  or  a  commercial  enterprise,  are 
both  the  taxes  and  the  rates  they  pay  for  utilities.  So  consequently  I 
mean  wouldn't  this  tend  to  favor  those  groups  of  rate  payers  who  use 
a  greater  proportionate  share  of  the  electric  power  than  the  individual 
home  owners?  AVouldn't  it  tend  to  benefit  a  commercial  enterprise  as 
opposed  to  a  home  consumer? 

Gerdes :  No.  It  would  substantially  affect  the  home  consumer  also. 
The  Utility  Commission  usually  allocates  when  there's  an  added  ex- 
pense or  a  decrease  in  expense  it  usually  tries,  as  best  it  can,  to  make 
an  equitable  apportionment  of  that  change. 

Christensen :  Well,  if  your  taxes,  well  your  assessments,  as  you  con- 
tend, were  reduced  to  the  same  level  as  what  you  contend  to  be  the 
assessment  of  a  common  property,  you  would  be  able  to  extend  the 
benefit  of  that  to  all  people  who  are  rate  payers.  As  a  matter  of  fact, 
don't  you  give  preferential  rates  to  large  consumers  of  electric  power? 

Gerdes :  No.  I  wouldn  't  call  it  preferential  rates  at  all.  They  are  lower 
rates  but  the  reason  they're  lower,  for  instance  to  a  big  industry,  is 
that  Ave  serve  it  in  large  volume  and  our  costs  are  lower. 

Christensen :  And  those  same  people  whom  you  serve  in  large  volume 
are  not  subject  to  any  regulation  by  the  Public  Utility  Commission? 

Gerdes:  No. 

Christensen:  There's  no  restriction  on  the  amount  of  profits  they 
make  ? 

Gerdes :  No.  Except  the  law  of  supply  and  demand  as  it  operates  in 
industry. 

Christensen :  This  would  tend  then  to  reduce  their  costs  .  .  .  op- 
erating costs? 

Gerdes:  If  our  rates  are  lowered  it  would  tend  to  reduce  their  op- 
erating costs.  That's  right. 

Christensen :  Therefore,  allow  them  to  make  presumably  more  profits 
than  they  could  today  by  reason  of  having  a  lower  gas  bill  to  pay  or 
power  bill  to  pay? 

Gerdes:  That's  true.  But  there  are  very  few  industries  where  the 
amount  of  electricity  enters  substantially  into  the  cost  of  their  product. 
It's  usually  less  than  1  percent. 

Christensen:  To  that  degree  at  least  those  large  users  of  power  or 
gas  would  be  interested  in  your  proposal  that  will  equalize  the  assess- 
ment practices? 

Gerdes :  I  would  hope  they  would  be. 

Christensen :  Have  you  any  information  as  to  the  volume  of  income 
you  have  from  the  common  pro]5erty  owner  as  opposed  to  the  commer- 
cial user?  And  the  effect  of  this  equalization  over  a  10-year  period 
upon  both? 
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Gerdes:  Well,  our  annual  report  for  1957  .  .  .  the  1958  isn't  out  yet 
.  .  .  and  I  conld  file  this  with  the  committee,  shows  the  amount  of 
revenue  we  obtained  from  the  different  types  of  utility  customers. 

Christensen :  What  does  that  show  ? 

Gerdes :  Residential  is  the  largest  as  I  recall  it.  I  have  the  absolute 
figures  here.  The  electric  revenues,  residential  and  domestic,  for  1957 
were,  rounding  out  the  figures,  $111,000,000.  Small  light  and  power 
sales  were  $61,000,000.  And  large  light  and  power  sales  Avere  $88,- 
000,000.  And  agricultural  power  sales  were  $39,000,000.  Those  are  the 
major  classifications. 

Christensen:  It  is  still  true,  though,  that  the  larger  the  user  or  con- 
sumer the  greater  benefit  he  or  it  would  obtain  by  reason  of  this  equali- 
zation scheme. 

Gerdes :  Well,  not  in  proportion  to  their  bill — the  power  bill  I  don 't 
think.  I  think  it  would  be  approximately  equal. 

Miller :  It  occurs  to  me,  Mr.  Gerdes,  that  that  would  be  determined  by 
the  manner  in  which  the  rate  reduction  was  given  as  a  result  of  the 
decrease  in  taxes.  If  you  gave  it  on  the  basis  of  the  amount  of  electrical 
energy  used,  they  would  get  a  greater  proportionate  rate  of  reduction 
than  the  small  users.  If  you  did  it  on  the  basis  of  the  amount  of  rev- 
enues that  they  paid  you,  it  would  work  the  other  way  around.  So  until 
you  know  on  which  basis  the  refund  would  be  made  or  the  lowering  of 
rates  would  be  made,  you  can't  answer  this  question. 

Gerdes:  Well,  that's  obviously  true. 

Miller:  It  Avasn't  obvious  a  couple  of  minutes  ago. 

Gerdes :  Well,  I  was  doing  my  best  to  answer  these  questions.  All  of 
the  rates  are  fixed  by  the  California  Utility  Commission  and  the  exact 
formula  that  they  might  follow  in  a  given  situation  is  not  known  by 
me  now.  That's  for  sure. 

Miller :  Nor  any  of  us. 

Gerdes :  Or  anyone  or  by  the  commission  itself  as  of  now,  because 
there  are  various  elements  that  the  commission  considers  in  a  rate  case 
and  they  couldn't  themselves  predict  that  ahead  of  time. 

Miller :  Now,  if  we  were  to  assume  on  your  testimony  that  the  major 
users  have  as  an  expense  item  in  their  total  cost  of  production — I'm 
speaking  of  the  industrial  users — an  amount  of  about  1  percent,  if  they 
were  to  get  a  refund  based  upon  the  total  percentage  of  your  costs  that 
go  into  taxes,  Avhich  I  understand  all  told  are  25  percent,  or  approxi- 
mately that,  in  order  to  determine  what  the  amount  of  refund  could  be 
regardless  of  the  means  of  measuring  it  we  would  have  to  know  what 
proportion  of  that  25  percent  is  an  ad  valorem  taxes  and  what  is  that 
figure  approximately — of  the  25  percent  .  .  .  what  proportion? 

Gerdes:  In  1957  and  I'm  taking  this  from  our  1957  report  ...  in 
1957  the  ad  valorem  taxes  were  $51,000,000. 

Miller :  Be  slow  on  this  will  von  please  1  I  want  to  add  them  up — 
$51,000,000. 

Gerdes :  I  'm  rounding  out  the  figures  if  that 's  agreeable  to  j^ou. 

Miller:  Yeah,  that's  fine. 

Gerdes :  The  franchise  tax  payments  to  the  State  were  $2,700,000  for 
a  total  of  $54,000,000.  Then  other  state  taxes  were  approximately 
$6,000,000.  The  federal  income  taxes  were  $53,000,000.  Other  accruals 
for  federal  taxes  brought  the  federal  tax  amount  up  to  $65,000,000. 
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Miller :  Brought  the  53  to  65  or  65  in  addition  to  53  ? 

Gerdes :  Well,  the  corporate  income  tax  .  .  .  federal  income  tax  was 
$53,000,000.  Then  the  accruals  for  other  federal  taxes  making  the  total 
federal  taxes  $65,000,000. 

Miller:  Then  I  should  add  $12,000,000  to  the  $53,000,000?  Is  that 
correct  ? 

Gerdes:  That's  correct. 

Miller:  Well,  what  other  taxes  were  included  in  that  25  percent 
figure  that  you  rounded  off? 

Gerdes:  Well,  that  makes  a  total  taxes  in  franchise  payments  of 
$128,000,000  for  the  year  1957  of  which  $54,000,000  were  for  local 
taxes  and  franchise  payments;  $6,000,000  for  state  taxes;  $3,300,000 
for  city  and  county  sales  and  use  taxes;  $65,000,000  for  federal  taxes. 

Miller :  A  total  of  $124,000,000  ? 

Gerdes :  $128,000,000.  As  I  say,  these  are  all  rounded  out  figures. 

Miller:  All  right,  then  on  that  basis  your  total  ad  valorem  taxes  is 
about  40  percent  if  it's  $51,000,000  to  $73,000,000,  according  to  my 
figures. 

Gerdes :  That 's  approximately  correct. 

Miller :  So  that  on  this  question  of  significance  in  costs  to  industry, 
it  would  seem  to  me  that  if  you  were  to  forgive  the  entire  amount  of 
ad  valorem  taxes,  that  it  wouldn't  be  a  significant  saving  to  industry 
because  that  would  only  represent  to  them  a  savings  of  40  percent  of 
1  percent  if  you  had  no  other  costs  of  doing  business.  So  the  amount 
we're  talking  about  percentage  wise  to  industry  is  infinitesimal  if  they 
were  to  be  given  a  refund  or  a  rate  decrease  on  the  basis  of  any  sug- 
gested formula. 

Gerdes :  Well,  it 's  very  small.  Relatively  small. 

Miller:  By  insignificant,  I  mean  it  would  be  down  to  a  fiftieth,  a 
thirtieth — somewhere  down  in  there — of  1  percent  of  their  total  costs 
on  the  average. 

Gerdes :  That  is  correct. 

Miller :  Assuming,  of  course,  that  some  are  heavier  electrical  energy 
users  than  others. 

Gerdes  :  That  is  correct. 

Miller :  Now,  can  we  get  back  a  minute  to  this  question  of  the  10  year 
doubling  in  facilities.  I  believe  you  stated  that,  based  upon  your  past 
growth  or  your  company  history,  that  about  every  10  years  you  double 
in  these  taxable  operating  facilities  and  you  would  anticipate  that  that 
should  continue. 

Gerdes :  That  is  correct.  Roughly,  we  figure  that  our  growth  is 
around  6  percent  to  7  percent  a  year  compounded,  which  roughly  is 
100  percent  every  10  years. 

Miller :  Now  in  line  with  ...  if  we  were  to  assume  or  to  stipulate  that 
that  is  true  for  the  purpose  of  the  discussion,  in  line  with  Senator 
Collier's  questioning  do  you  anticipate  that  in  a  county  such  as  Plumas 
County  that  you  will  double  your  ad  valorem  taxable  facilities  in  the 
next  10  years?  Do  you  have  any  plans  or  projections  that  you  could  say 
would  double  their  ad  valorem  tax  basis  in  that  county  in  10  years? 

Gerdes:  In  Plumas  County,  I  don't  think  it  would  double  simply 
because  we  have  such  a  very  large  investment  in  Plumas  County 
already.  In  this  last  year  we  completed  three  large  hydro  plants  there 
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and  there's  only  one  site  on  the  Feather  River  left  that  we  have  in 
mind  developing. 

Miller :  Then  as  far  as  Plumas  County  is  concerned,  your  overall 
statement  does  not  apply? 

Gerdes :  No.  I  think  that  would  be  correct  as  far  as  Plumas  County 
is  concerned,  but  I  would  anticipate  a  growth  in  the  area. 

Miller :  Now  with  any  plans  that  you  have  for  the  development  of 
additional  facilities  in  Plumas  County,  do  you  think  that  in  the  next 
10  years  you  might  add  50  percent  to  the  tax  assessments  in  Plumas 
County  ? 

Gerdes :  Well,  it 's  very  difficult  to  answer  that  question  because 
there  are  a  number  of  irrigation  districts  that  are  discussing  with  us 
the  possibility — irrigation  and  other  districts — discussing  with  us  the 
possibility  of  making  developments  on  the  Feather  River  and  those 
discussions  are  along  the  line  that  Pacific  Gas  &  Electric  Company 
would  buy  the  power  and  finance  all  or  the  major  part  of  their  develop- 
ments. And  in  connection  with  that  we  might,  for  example,  build  very 
extensive  transmission  lines  and  substations.  It  would  add  substan- 
tially to  the  investment  in  those  areas. 

Miller :  But  now,  as  a  matter  of  fact,  on  the  ones  you  have  under 
discussion,  the  primary  works  for  the  impounding  of  the  water  at  least 
would  not  be  paying  any  taxes  to  the  local  districts,  would  they  ? 

Gerdes:  That's  correct.  The  public  districts  pay  no  tax. 

Miller :  Would  the  power  generation  facilities  in  that  instance  sepa- 
rate and  apart  from  the  dam  be  paying  any  taxes'? 

Gerdes :  Not  if  they  were  owned  by  the  public  agencies. 

Miller:  Well  in  the  negotiations  that  I  think  you're  contemplating, 
if  they're  the  same  ones  that  you  were  describing,  that  would  be  the 
case.  So  that  there  wouldn't  be  any  addition  to  the  tax  base  as  such, 
would  there,  Mr.  Gerdes? 

Gerdes :  Well,  we  have  various  proposals  in  different  areas  some  of 
which  involve  our  investment  of  facilities  for  the  generation  as  well  as 
the  transmission. 

Miller :  Mr.  Gerdes,  if  you  were  to  ...  if  all  of  the  negotiations 
that  5'ou  have  pending  that  would  produce  additions  to  the  tax  base 
were  to  be  constructed  in  the  next  10  years  in  Plumas  County,  do  you 
think  that  you  would  increase  the  tax  base  by  50  percent  ? 

Gerdes:  Well,  offhand  I  don't  believe  that  I  could  answer  that  ques- 
tion. One  of  the  difficulties  is  that  Plumas  County  already  has  such  a 
very  large  investment  made  by  the  P.  G.  &  E.  there. 

Miller :  I  am  of  the  opinion  that  Plumas  County  is  different  than 
much  of  the  rest  of  the  State  and  that  is  what  I  was  attempting  to  find 
out  if  my  fears  about  this  were  justified. 

Gerdes :  It  may  well  be  that  Plumas  County  would  be  different  in 
that  regard.  Of  course,  we  have  a  very  heavy  investment,  as  you  know, 
in  Shasta  County  too. 

Miller :  As  a  matter  of  fact  all  of  the  counties  vary  and  I  think  that 
when  you  apply  this  generalization,  while  it's  true,  it  doesn't  affect 
each  county  similarly.  Some  of  the  metropolitan  counties  where  you 
have  very  limited,  if  any,  steam  generating  facilities,  it  may  go  con- 
siderably the  other  way  where  it  might  be  four  or  five  times  their 
taxable  value  in  the  next  10  years.  Is  that  not  true  ? 
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Gerdes :  Well  that  could  happen  because  when  we  locate  a  large 
steam  plant,  for  instance,  what  we've  done  in  Contra  Costa  County  for 
example  in  the  last  10  j^ears  can  very  substantially  increase  our  invest- 
ment in  the  tax  base  for  the  county. 

Miller :  And  if  you  build  a  third  one  there,  you  would  probably 
increase  the  tax  base  by  perhaps  as  much  as  10  percent,  right? 

Gerdes:  Well,  1  wouldn't  want  to  use  a  figure,  but  it's  always  sub- 
stantial when  we  .  .  . 

Miller :  Well,  j'^ou  have  two  plants  there  already  .  .  . 

Gerdes :  Yes. 

Miller :  And  you  have  a  lot  of  transmission  lines  and  other  facilities 
and  it  seems  to  me  if  you  build  another  plant,  they'll  probably  up  it 
another  10,  20  percent  immediately. 

Gerdes :  Could  well  do  it. 

Miller:  The  point  I'm  trying  to  make  is  that  you  can't  group — I 
don't  believe  you  can  group  all  these  counties  in  the  same  classification 
because  they  are,  in  fact,  different  and  they're  going  to  be  different 
regardless  of  your  anticipated  growth  and  development. 

Gerdes:  I  think  that's  correct.  Senator  Miller,  and  I  think  those  who 
give  consideration  to  the  writing  of  a  bill  if  one  is  to  be  considered 
would  want  to  give  consideration  to  those  varying  elements  there. 

Miller :  Well,  I  think  .  .  . 

Gerdes :  I  'd  like  .  .  . 

Miller :  Excuse  me,  I  was  going  to  say  some  of  us  flatlanders  kind  of 
think  these  hillbillies  have  to  be  taken  care  of. 

Senator  Collier :  I  think  Mr.  Gerdes  is  talking  about  rate  cases  and 
sometimes  I  think  he  is  talking  about  rape  cases. 

Miller:  Depending  upon  which  county  you're  talking  about. 

Gerdes:  Well,  I  think  that  the  counties  have  been  .  .  .  especially 
the  cow  counties  .  .  .  under  the  system  that  has  been  followed  so  far 
have  been  pretty  well  taken  care  of.  For  instance  in  Plumas  County, 
as  I  recall  it,  Pacific  Gas  &  Electric  Company  has  been  paying  some 
70  percent  of  the  total  taxes  ...  67  percent  Mr.  Carr  informs  me,  of 
the  taxes  in  the  county.  So  I  think  they've  been  pretty  well  taken  care 
of  and  I  think  the  burden  of  what  I  had  to  say  here  in  the  prepared 
statement  is  an  indication  that  those  who  draft  this  legislation  should 
consider  means  to  protect  these  local  areas  from  being  .  .  .  having  their 
finances  substantially  upset  or  disturbed.  I  tried  to  make  that  very 
plain.  We  have  no  desire  whatever  to  see  any  substantial  detriment 
done  to  the  cow  county  areas  or  any  other  area. 

Coolidge :  Senator  Williams  has  a  question,  Mr.  Gerdes. 

Williams:  Mr.  Gerdes,  referring  again  to  your  paper  here  on  page 
two  and  forgetting  Plumas  County  entirely.  Let's  just  take  the  moun- 
tain counties  generally.  They're  not  going  to  profit  the  way  the  metro- 
politan counties  are  because  your  construction  growth  is  going  to  be 
in  the  metropolitan  areas  near  the  source  of  the  population.  Isn't  that 
right?  Through  your  steam  plants  and  the  atomic  plants  or  whatever 
you  might  decide  to  build.  That's  where  the  big  outlay  of  capital  ex- 
penditure is  going  to  be,  isn't  that  about  it? 

Gerdes:  Yes.  Speaking  generally,  yes.  Although  I've  seen  some  of 
these  so-called  cow  county  areas  that  have  grown  fairly  substantial  as 
I'm  sure  you  are  well  aware. 
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Williams :  Yes.  bnt  not  nearlv  as  rapidly  as  the  metropolitan  area. 

Gerdes:  Generally,  the  fast  growth  is  in  the  metropolitan  areas 
around  the  bay  in  our  service  territory. 

Williams:  Xow  yon  mentioned  there  that  probably  some  of  the  tax 
base  that  would  go  back  to  the  connty  wonld  be  on  transmission  lines 
bnt  that  isn't  generally  tme,  is  it?  Beeanse  the  transmission  lines  are 
going  to  mn  from  your  steam  and  atomic  facilities  or  whatever  yon 
have  to  the  metropolitan  district  and  not  from  the  cow  county  areas 
down  to  the  metropolitan  district. 

Gerdes :  Of  conrse  there 's  a  great  many  districts  that  are  contemplat- 
ing water  development  works,  especially  in  the  Xorthem  Sacramento 
Yalley  .  .  .  that  is  in  the  mountains  above  the  Sacramento  Valley, 
and  as  far  down  as  I'm  sure  yon  know.  Senator  ...  as  far  down,  for 
example,  as  Merced  Connty. 

Williams :  Yes. 

Grerdes:  Where  they  plan  additional  water  developments  for  which 
transmission  lines  wonld  have  to  be  constmcted  and  they're  very  sub- 
stantial investments  have  to  be  made  in  transmissions  lines  .  .  .  high 
tension  transmission  lines  and  substations. 

Williams :  But  from  a  standpoint  of  a  county  receiving  additional  tax 
revenue  .  .  .  the  metropolitan  areas  are  going  to  get  most  of  it.  The 
rural  counties  .  .  .  the  cow  counties  won't  get  very  much  especially 
in  the  mountain  areas.  Isn't  that  right!  The  big  percentage  is  going 
to  be  in  the  metropolitan  districts. 

Gerdes:  Well,  in  proportion  to  the  jwpulation  I  wouldn't  be  pre- 
pared to  give  you  an  answer.  In  total  dollars  it's  true  .  .  .  that  what 
you  say  is  true  .  .  .  I  .  .  .  whether  it  be  when  you  consider  to  pro- 
I)ortion  to  the  population  in  those  areas  I'm  not  at  all  sure  that  that's 
eorreet. 

Williams :  All  right.  That 's  all  I  have  for  the  time  being.  'Mr.  Gerdes. 

Coolidge :  Any  other  questions !  Assemblyman  Collier. 

Assemblyman  Collier:  About  how  many  millions  of  dollars  are  in- 
volved in  the  present  disparity?  In  other  words  we're  assessed  at  50 
percent  and  your  r-ommon  properties  are  somewhere  in  the  twenties. 
How  much  of  an  additional  burden  in  millions  of  dollars  do  you  figure 
that  the  utilities  are  carried  ? 

Gerdes :  Well.  I  've  never  seen  a  figure  exactly  in  mind.  Assemblyman 
Collier.  I  just  haven't  seen  the  figure.  I  know  from  reading  this  report 
that  the  statement  is  made  that  generally  that  the  state-assessed  proi>- 
erty  is  assessed  in  approximately  the  neighborhood  of  50  percent 
whereas  the  others  around  25  i>ercent.  So  if  you  apply  that  figure  to 
the  amount  of  taxes  that  we  paid  to  which  I  testified  it's  a  substantial 
amount  but  you  also  .  .  .  we  also  don't  visualize  that  there  being  any 
shift  in  the  sense  that  reference  has  been  made.  Xothing  done  abruptly 
so  that  in  our  suggestion  as  youll  note  was  that  it  be  done  gradually 
so  that  we  would  avoid  any  disruption  of  the  present  finances. 

Assemblyman  Collier:  Well  whatever  transfer  wiU  be  made  will  ac- 
tually be  made  from  the  utilities  to  the  c-ommon  proi)erty.  regairdless  of 
whether  we  do  it  fast  or  whether  we  do  it  slow. 

Gerdes:  Yes. 

Assemblyman  Collier :  And  that  "11  be  .  .  .  then  that  involves  millions 
of  dollars  and  manv  millions  of  dollars,  doesn't  it!  For  instance,  in 
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Plumas  County  if  you're  paying  67  percent  of  the  taxes  up  there  now 
and  if  you  cut  .your  tax  bill  in  half  then  too  that  means  that  Plumas 
County  is  ^'oinj?  to  have  to  pick  up  the  tab.  Isn't  that  rijilit  ? 

Gerdes:  That's  right,  but  the  bill  in  my  opinion  .  .  .  the  bill  could 
be  worked  out  so  that  those  revenues  of  that  county  could  be  protected. 

Assemblyman  Collier:  That's  all,  Mr.  Chairman. 

Coolidge :  All  right.  Thank  you  very  much,  Mr.  Gerdes,  and  members 
of  your  staff  for  giving  this  testimony  this  morning. 

Gerdes :  Thank  you,  Mr.  Chairman  and  members  of  the  committee. 

Coolidge :  Thank  you. 

Coolidge :  Mr.  MacDougall. 

MacDougall :  May  I  proceed  Mr.  Chairman  ? 

Coolidge:  Go  right  ahead,  Mr.  MacDougall,  introduce  yourself  to  the 
committee,  please,  and  give  your  name. 

MacDougall :  Mr.  Chairman  and  gentlemen  of  the  committee.  My 
name  is  William  MacDougall.  I'm  General  Counsel  and  Manager  of  the 
County  Supervisors  Association  of  California,  and  I  am  today  repre- 
senting county  government  generally  before  this  committee  in  this  very 
important  hearing. 

The  committee  members  will  note  that  throughout  the  audience  today 
there  are  a  large  number  of  county  officials.  I  think  we're  all  aware  of 
the  import  of  this  Consultant's  Report  and  the  problems  which  it  places 
before  this  committee. 

I  would  like  the  committee  to  be  aware  of  the  fact  that  the  county 
officers  assembled  here  today,  supervisors,  assessors  and  others,  have  not 
been  summoned  here  by  the  County  Supervisors  Association.  They  are 
here,  if  anything,  as  a  result  of  your  own  notices  .  .  .  they're  here  on 
their  own  volition  and  they're  here  spontaneously  because  of  their  ap- 
praisal of  the  gravity  of  the  matters  which  we  are  now  considering. 

This  honorable  committee  must  well  remember  that  the  counties  of 
California  were  most  active  at  the  1957  Legislature  in  working  for  the 
creation  of  this  committeee.  We  worked  diligently  for  Senate  Concur- 
rent Resolution  92  becau.se  we  believed  that  only  the  expenditure  of 
a  substantial  sum  of  money  by  the  State  could  produce  the  facts  neces- 
sary^ to  provide  background  for  a  solution  to  the  problem  of  the  tax 
burdens  borne  relatively  by  state-assessed  property  owners  and  by 
locally  assessed  property  owners,  along  with  related  property  tax 
problems. 

At  the  outset  of  this  committee's  important  work,  county  govern- 
ment, you  will  remember,  made  two  requests  of  this  committee.  The 
first  was  that  the  committee  create  an  advisory  committee  representing 
all  interests  affected  and  consult  with  this  advisory  committee  from 
time  to  time  during  the  interim  from  1957  to  now.  The  second  request 
was  that  the  committee  cause  an  actual  physical,  so-called  "stick  and 
stone,"  appraisal  to  be  made  of  all  the  property  of  two,  any  two,  major 
state-assessed  property  owners.  It  is  discouraging  to  note  that  neither 
of  these  requests  were  granted  even  though  action  was  at  one  time 
begun  to  carry  out  the  first  request.  Instead,  the  course  of  action 
adopted  was  one  of  hiring  two  capable  staff  administrators  and  three 
expensive  noted  consultants  and  giving  them  free  rein  to  range  about 
in  the  subject  matter  before  the  committee  and  bring  to  it  recommenda- 
tions. 
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We  do  not  criticize  this  approach  even  though  it  is  not  the  one  which 
county  government  recommended.  We  do  suggest,  however,  that  the 
committee  join  us  in  viewing  the  staff  and  consultants'  report  as  being 
just  that : 

A  staff  and  consultants'  report  produced  through  this  free  rein 
operation  without  the  advice  or  benefit,  if  there  be  one,  of  an  advisory 
committee.  In  fact,  throughout  county  government  today  this  blue 
document  that  you  have  has  the  county  government  singing  the  blues. 
We  make  no  secret  of  that  reaction.  These  recommendations  placed 
before  you  by  the  consultants  are  far  less  convincing  and  of  far  less 
persuasion  to  us  than  would  have  been  the  results  before  you  had  the 
course  we  previously  suggested  been  followed. 

Now  as  to  these  consultants'  reconnnendations.  This  committee  was 
created  by  joint  legislative  action  on  June  12,  1957,  and  since  that 
time,  the  machinerj'  has  been  in  motion  which  has  produced  the  con- 
sultants' reports  being  discussed  at  this  hearing  today.  Many  months 
of  independent  staff  work  have  gone  into  the  detailed  allegations  and 
recommendations  now  before  you.  The  239  pages  of  closely  packed 
recommendations  and  other  material  contained  in  the  report  have  been 
available  to  us  on  the  outside  for  just  two  weeks.  We  regret  deeply, 
but  are  nevertheless  firm  in  saying,  that  it  is  impossible  to  analyze 
this  maze  of  material  with  its  startling  recommendations  in  the  few 
days  which  have  been  available. 

We  have  been  authorized  to  create  a  technical  review  committee  to 
attempt  to  do  this  thing.  This  committee  will  be  appointed  and  begin 
its  labors  very  soon.  And  by  that  I  mean  the  committee  will  un- 
doubtedly be  appointed  today  and  begin  its  labors  immediately.  Even 
so,  it  is  to  be  regretted  that  the  material  in  the  report  which  was 
obviously  prepared  last  year  and  which  bears  a  transmittal  date  of 
December  1,  1958,  was  not  available  until  late  in  February,  1959. 
We  have  printers'  trouble,  too.  We  do  not  complain  in  this  respect 
but  we  do  ask  the  committee's  indulgence  in  our  being  unable  to 
react  more  in  detail  to  the  frightening  things  suggested  in  the  report. 

Basically,  the  consultants  make  two  recommendations  to  you : 

1.  The  consultants  recommend  a  gigantic  tax  shift  of  some  $95,- 
000,000  annually  from  the  utilities  and  railroads  to  the  common  prop- 
erty taxpayer.  In  addition,  they  recommend  a  plan  for  executing  this 
tax  shift  over  a  10-year  period ;  and 

2.  The  consultants  also  recommend  a  series  of  miscellaneous  changes 
in  assessing  methods  and  practices,  some  of  which  may  have  merit.  These 
are  being  analyzed  by  the  County  Assessors  Association  and  the  general 
county  government  recommendations  on  them  must  await  the  outcome 
of  such  analysis. 

Now  the  county  reaction  to  the  consultants'  report:  The  reaction  of 
county  government  to  the  consultants'  report  in  the  few  days  in  which  it 
has  been  available  has  been  spontaneous  and  loud.  It  is  no  understate- 
ment to  point  out  that  every  county  in  California  is  deeply  shocked  by 
the  bland  assertion  of  the  consultants  that  a  tax  shift  of  one-half  billion 
dollars  be  blithely  foisted  upon  the  people  in  the  next  10  years. 
Typical  of  the  reactions  we  have  received  are  these : 
1.  "Our  board  is  aggressively  opposing  any  such  shift." 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  419 

2.  ''As  to  the  aiiSAvors  developed  by  tlie  consultants  to  the  three  basie 
questions  under  stud.y,  we  cannot  concur.  The  proposed  shift  as  recom- 
mended by  the  consultants  woukl  result  in  a  total  shift  of  approximately 
$4,000,000  in  our  county  alone.  These  sobering  figures  are  basis  enough 
to  point  out  the  serious  consequences  which  could  result  from  the  im- 
plementation of  the  recommendations." 

3.  "The  assessor  and  the  board  of  supervisors  have  expressed  their 
opposition  to  the  conclusions  and  recommendations.  We  are  not  in  agree- 
ment with  this  report. ' ' 

4.  "If  legislation  is  enacted  effecting  reduction  of  public  utility 
assessments  and  increasing  the  assessments  of  locally  assessed  properties, 
our  farm,  business  and  residential  property  taxpayers  assessments  will 
increase  between  40  and  50  cents  per  $100  of  assessed  valuation. ' ' 

5.  "The  program  just  does  not  make  sense  and  appears  to  be  a  well 
determined  plan  made  by  experts  to  bamboozle  the  average  taxpayer. ' ' 
This  letter  then  cites  instances  where  a  railroad  owned  a  section  of  land 
valued  by  the  State  Board  of  Equalization  for  assessing  purposes  at 
$9,000.  In  county  negotiations  for  an  80  feet  right-of-way  through  this 
section,  the  railroad  alleged  a  value  of  just  under  $80,000  for  this  sec- 
tion. It  sounds  like  some  of  the  reports  you  make  about  county  assess- 
ments and  similar  things. 

6.  Another  communication  we  have  cites  a  recent  sale  by  a  large  elec- 
tric utility  of  a  water  company  to  a  city.  The  sale  was  for  $1,700,000. 
The  state-assessed  valuation  on  this  unit,  this  water  company,  on  the 
current  roll  is  $544,460,  indicating  a  ratio  of  32.6  percent. 

Now,  the  general  county  reaction  is  one  of  amazement  and  continuing 
confusion.  The  instances  where  the  state-assessed  valuation  just  does  not 
measure  up  to  the  50  percent  of  value  theory  are  just  too  numerous. 
The  consultants'  report  makes  some  attempts  to  explain  this  away  but 
they  're  just  not  convincing. 

In  any  event,  whatever  the  outcome  will  eventually  be,  one  thing  be- 
comes increasingly  clear.  That  is  that  regardless  of  the  method  or  type 
of  taxation  used,  the  burden  of  taxation  now  borne  by  the  state-assessed 
property  owners  is  fair  and  just  in  the  minds  of  the  people  of  Califor- 
nia. If  there  is  a  question  to  be  resolved  by  this  committee  in  its  final 
report,  it  would  appear  to  be  one  of  the  type  of  taxation  rather  than  the 
amount. 

We  would  like  to  make  to  this  committee  three  recommendations.  On 
behalf  of  California  county  government,  I  would  like  respectfully  to 
submit  the  following  three  recommendations  to  the  committee. 

1.  The  staff  and  coiisultants'  reports  to  the  committee  should  be  re- 
ceived and  filed.  They  should  not  be  approved  by  the  committee  nor 
should  any  action  be  taken  indicating  such  approval. 

2.  The  committee  should  issue  a  statement  that  it  will  not  recommend 
the  gigantic  tax  shift  discussed  in  the  consultants'  report. 

3.  The  committee  should  call  on  all  affected  interests  to  work  together 
in  the  weeks  ahead  toward  an  acceptable  solution  of  the  basic  problems 
before  the  committee.  Such  effort  should  be  undertaken  immediately  and 
the  committee  should  meet  further  before  the  end  of  March  and  receive 
reports  of  progress. 

Coolidge :  Mr.  MacDougall,  I  'd  like  to  keep  the  record  straight  here. 
In  your  statement  you  indicate  that  the  supervisors  association  recom- 
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mended  to  this  committee  that  we  cause  an  actual  physical  appraisal  to 
be  made  of  all  property.  Now  I  have  a  copy  of  that  resolution  here  be- 
fore me  and  I'd  like  you  to  show  me  in  the  resolution  where  you  said 
that  we  should  make  a  physical  appraisal. 

MacDougall :  May  I  see  the  resolution  ? 

Coolidge :  It 's  here.  I  'd  be  glad  to  read  it  to  you.  ' '  In  order  to ' ' 
.  ,  .  this  is  the  resolution  of  this  committee  in  part.  ' '  In  order  to  truly 
fulfill  the  objectives  of  Senate  Concurrent  Resolution  No.  92,  the  interim 
committee  members  are  respectfully  requested  to  direct  their  qualified 
appraisal  experts  to  make  independent  appraisals  of  at  least  two  major 
representative  state-assessed  taxpayers  using  methods  comparable  to  the 
assessment  practice  employed  by  local  assessors  in  assessing  large  in- 
dustries within  their  jurisdiction." 

Now  I  might  say  it,  the  physical  appraisal  word,  was  slipped  in  there 
at  the  last  resolution  that  we  received  from  the  assessors'  association. 
Then  going  on  there  I  should  like  to  ask  you  what  you  would  deem  to  be 
a  major  utility?  In  other  words,  would  you  say  that  the  P.  G.  &  E.,  the 
P.  T.  &  T.,  the  Big  Bear  Lake  Gas  Company  or  the  Hornitos  Telephone 
Company,  or  the  Los  Angeles  Flight  Railway  Company  would  be  a 
major  utility? 

MacDougall :  I  'm  not  familiar  with  the  Hornitos  Telephone  Company 
because  I  haven 't  been  to  that  metropolis  in  Mariposa  County  recently, 
but  certainly  the  first  two  you  named,  Mr.  Chairman,  and  possibly 
the  last  one  would  qualify.  We're  not  saying  what  this  would  have 
shown  .  .  . 

Coolidge:  You  say  the  P.  G.  &  E.  would  be  a  major  utility? 

MacDougall:  Definitely  .  .  .  and  the  Pacific  Telephone  Company, 
the  Southern  California  Edison  Company  ...  at  least  three  of  the 
railroads  operating  in  California  .  .  . 

Coolidge :  You  also  mentioned  the  fact,  Mr.  MacDougall,  that  you  've 
worked  hard  to  have  this  Senate  Concurrent  Resolution  No.  92  become 
effective  and  you  knew  that  the  allocation  to  this  committee  was  $200,- 
000.  Now  I  think  you  should  know  this  .  .  .  that  we  have  received 
from  the  American  Appraisal  Company  an  indication  that  to  appraise 
the  Pacific  Gas  &  Electric  Company  would  cost  approximately  $19,- 
987,000  .  .  .  this  is  in  error  .  .  .  $7,975,000. 

MacDougall :  Seven  million  ? 

Coolidge :  $7,975,000.  These  are  the  figures  from  the  American  Ap- 
praisal Company  to  this  committee.  Then  we  also  asked  the  same  com- 
pany what  it  would  cost  to  appraise  the  Southern  California  Edison 
Company  and  they  told  us  that  it  would  cost  approximately  $3,478,000. 
So  when  you  asked  us,  as  you  state,  to  make  the  physical  appraisal 
which  you  did  not  ask,  you  ask  that  a  major  utility  be  appraised  .  .  . 
we  have  made  two  appraisals  ...  20  appraisals  of  major  utilities. 
Now  if  you  would  tell  this  committee  how  we  could  make  a  stick  and 
stone  appraisal  of  the  P.  G.  &  E.  Company  with  a  $200,000  budget 
that  you  helped  us  get,  I'm  sure  that  we'd  all  appreciate  it  very  much. 

MacDougall:  Oh,  Mr.  Chairman,  yes  indeed.  I  would  like  first  the 
record  to  show  that  it  was  our  intention  in  the  resolution  which  you 
read  and  possibly  the  language  should  have  been  more  clearly  spelled 
out  as  it  had  been  by  the  county  assessors  with  whom  we  work  that 
we  meant  this  type  of  appraisal.  But  these  figures  you  give  are  star- 
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tling.  They're  almost  as  startling  as  those  of  the  tax  shift  Avhich  the 
consultants  have  recommended  to  the  committee. 

Coolidge:  Now  wait  a  minute.  You're  talking  about,  about  two  dif- 
ferent things.  How  are  they  the  same? 

MacDougall :  I  say  the  figures  .  .  .  the  cost  of  making  a  stick  and 
stone  appraisal  is  a  startling  figure.  Those  figures  of  the  American 
Appraisal  Company.  And  I  would  like  to  call  the  committee's  attention 
to  that  portion  of  our  statement  of  today  which  says  we  do  not  criticize 
this  approach,  namely,  that  of  the  committee  in  not  taking  the  recom- 
mentions  that  we  made.  We  do  not  criticize  that.  "We  do  not  say  that 
if  you  had  done  it  that  the  recommendations  of  the  consultants  before 
you  would  be  any  different,  because  I  think  we  must  face  up  to  the  ulti- 
mate problem  that  is  involved  in  this  whole  thing.  No  matter  how  we 
got  where  we  are,  we  are  there.  And  where  we  are  is  that  there  is  a 
proposal  before  the  Legislature  to  make  this  tax  shift  of  one-half  a 
billion  dollars  .  .  .  and  that  is  on  the  easy  payment  10-year  transfer 
installment  plan  .  .  . 

Coolidge :  The  proposal  was  not  before  the  Legislature,  the  proposal 
is  before  this  committee  and  will  not  be  before  the  Legislature  until 
we  submit  the  proposal. 

MacDougall :  Oh,  thank  3- ou  very  much  Mr.  Chairman. 

Coolidge:  Senator  Collier  and  Senator  Miller. 

Senator  Collier :  Mr.  MacDougall,  I  'd  like  to  have  you  enlarge  upon 
recommendations  of  the  three  in  these  respects.  You  say  the  committee 
should  call  on  all  affected  interests  to  work  together.  First,  I'd  like  to 
know  who  all  the  affected  interests  are  and  how  they'd  work  together 
and  toward  an  acceptable  solution.  And  then  further  I'd  like  to  know 
.  .  .  have  you  enlarge  what  you  consider  the  basic  problems  are. 

MacDougall:  Senator  Collier  .  .  . 

Senator  Collier:  Maybe  you  can  help  this  committee.  You're  asking 
us  to  do  a  lot  of  things  here.  Now  I  'd  like  to  have  you  tell  us  what  they 
are  and  how  we  can  go  about  it. 

MacDougall:  The  affected  interests,  I  think,  are  divided  into  three 
groups  and  they  are  well  organized  .  .  .  most  of  them  .  .  .  and  well 
represented  too.  One  is  the  state-assessed  property  owners.  The  others 
are  the  local  government  entities  concerned  .  .  .  the  counties,  the  cities, 
the  school  districts  and  other  special  districts.  And  the  third  group  are 
the  so-called  common  property  taxpayers  who  are  represented  by  their 
various  taxpayers  associations  and  trade  associations.  They  undoubt- 
edly are  on  your  Avitness  list.  That  would  constitute  the  affected  in- 
terests. 

Now  by  working  together,  I  mean  that  the  full  impact  of  this  con- 
sultants' report  certainly  has  not  yet  been  felt,  either  by  the  people 
or  by  those  of  us  who  have  worked  so  long  on  the  problem.  We  have 
not  fully  pawed  over  these  239  pages  and  by  working  together  I  mean 
to  see  if  there  can  come  out  of  this  situation  that  faces  all  of  us  between 
now  and  the  adjournment  of  this  session  of  the  Legislature,  some 
method  of  clearing  the  air  as  to  just  whether  or  not  this  inequity 
exists.  You  asked  me  to  discuss  what  I  think  the  problems  are.  I  think 
they're  the  same  ones  we've  had  before.  Is  there  an  inequity?  And 
in  determining  that  the  basic  problem  is  still  with  us  at  least.  Maybe 
it's  not  with  you  gentlemen  as  to  whether  or  not  you  can  or  have 
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comparable  figures  as  to  the  two  types  of  property — the  state-assessed 
and  the  others — upon  which  you  can  make  a  comparison. 

Now  the  consultants  have  told  us  some  things  that  I  think  all  of  us 
have  already  known  and  that  we  have  ...  I  think  admitted  from 
time  to  time.  And  one  is  that  a  $16,000  tract  home  Ls  liable  to  be 
assessed  at  $4,000  on  a  local  roll.  I  think  that  we  all  have  known  that. 
Another  is  that  in  assessing  a  large  utility,  there  are  several  theories 
of  valuation  which  can  be  used  and  they  are  used  and  applied  by  the 
State  Board  of  Equalization  and  the  result  of  that  is  a  figure  which  is 
divided  by  two.  Now  we  all  know  that  that  has  been  done.  Now  the 
big  question  before  this  committee  and  before  everyone  is  the  compara- 
bility of  those  two  figures.  And  the  report  does  disciLss  that  and  dis- 
cus.ses  it  in  some  detail.  Now  whether  that's  technically  correct  or  not. 
we  don't  know  at  this  time. 

Senator  Collier:  Xow  I  assume  you  know  that  the  date  of  adjourn- 
ment is  June  19th.  I  presume  you  also  know  that  the  date  for  introduc- 
tion of  legislation  terminates  on  May  4th.  If  we're  going  to  do  anything 
in  this  session,  do  you  think  it's  truthfidly  feasible  to  do  what  you  put 
forth  in  your  recommendation  three  between  now  and  ^May  4th  ? 

MacDougall :  I  think  it  would  have  to  be  and  that  "s  why  in  recom- 
mendation No.  3  we  set  a  deadline  of  this  month.  It  should  appear  by 
the  end  of  !Mareh. 

Senator  Collier :  "Where  ?  Oh,  I  see  and  you  go  on  further  .  .  . 

^lacDougall :  Yes.  I  say  this  .  .  .  and  the  committee  should  meet 
before  the  end  of  ^larch  and  receive  reports  of  progress  depending  on 
whether  or  not  progress  is  made  or  not  .  .  .  that  could  be  either  a  very 
brief  meeting  or  quite  a  long  one. 

Coolidge :  Senator  Miller. 

Miller:  ;Mr.  MacDougall.  your  recommendations  that  you  respect- 
fully submitted  to  the  committee.  Item  Xo.  1 — the  staff  and  consult- 
ants' report  to  the  committee  should  be  received  and  filed.  What  do 
you  mean  by  that? 

MacDougall :  Just  what  it  says,  Senator  Miller.  They  should  be  re- 
ceived and  filed. 

Miller :  Xow  Mr.  MacDougall,  you  .  .  . 

MacDougall:  Well  we  have  a  .  .  . 

^liller:  Mr.  ^MacDougall,  you  don't  want  to  start  playing  games  over 
this  statement,  do  you  ? 

MacDougall:  Xo  Sir. 

MilKr:  "Why  don't  you  tell  me  what  you  mean  by  received  and  filed. 

MacDougall :  Well  we  mean  by  that  ...  I  think  it  is  amplified  by 
the  second  sentence  there  and  also  in  our  second  recommendation  to 
the  committee  .  .  .  that  the  committee  should  not  adopt  this  book  in 
the  opinion  of  county  government  as  the  feelings  of  the  committee — 
as  the  findings  and  recommendations  and  belief  of  the  committee.  Xow 
it  is  our  understanding  that  this  hearing  is  for  the  purpose  of  hearing 
from  people  as  to  just  this  subject  as  to  what  is  the  reaction  to  these 
recommendations.  And  ours  is  that  ...  at  least  as  far  as  the  county 
people  are  concerned  .  .  .  they  are  not  yet  convinced  by  this  .  .  .  that 
these  should  be  adopted  and  that  these  are  necessarily  true  and  correct 
in  their  entiretv. 
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Miller:  Now  by  tlio  staff  and  consultants'  report  yoii  mean  this  book? 

MacDougall :  That 's  rifjlit  Senator. 

Miller :  That  it  should  be  received  and  tiled  ?  Now  tell  nie  again  .  .  . 
I  still  don't  understand  what  you  mean  by  that. 

MacDoujrall :  Well  possibly  1  nuiy  have  to  ask  your  forgiveness,  Sen- 
ator, for  falling  into  count}^  terminology.  Receiving  and  tiling  is  quite 
a  common  thing  with  boards  of  supervisors  and  other  local  govern- 
mental bodies.  It  means  that  the  document  is  received  .  .  . 

Miller:  If  the  committee  will  just  desist  for  a  minute  we  can  find 
out  what  we're  talking  about  if  you'd  care  please,  and  then  once  we 
know  what  we're  talking  about  then  you  can  laugh  about  our  conclu- 
sions or  whatever  .  .  . 

MacDougall :  It's  read,  it's  contents  are  noted  and  further  action 
either  approving  or  disapproving  may  or  may  not  follow  from  it.  But 
it  doesn't  necessarily  .  .  .  another  action  would  be  to  receive  and  to 
approve  or  to  issue  a  report  saying  that  these  are  also  the  committee's 
recommendations.  Now  we're  trying,  maybe  in  a  very  inept  fashion, 
to  suggest  that  the  committee  not  do  this.  That  it  not  approve  these 
recommendations.  That  it  not  find  this  inequity  to  exist. 

Miller:  Let  me  stay  with  this  just  a  minute.  I  wasn't  objecting  to  the 
fact  the  folks  were  laughing.  I  just  objected  to  the  noise  it  made.  Now, 
do  I  understand  that  normally  this  term  means  that  you  don't  take 
any  further  action  on  it?  That  you  just  accept  it  and  that's  it?  Is  that 
what  you're  talking  about  by  received  and  filed? 

MacDougall :  That  would  be  true  Senator  if  that  is  all  that  were 
suggested,  but  you  notice  that  even  we  have  gone  on  from  there. 

Miller:  Now  is  your  objection  to  the  report  whi(-h  you  a  little  while 
before  in  your  remarks  said  you  had  not  had  time  to  read  carefully 
enough  to  know  what's  in  it?  Or  words  to  that  effect  ...  or  is  it  to  the 
conclusion?  Which?  What  do  you  want  us  to  file  .  .  .  receive  and  file 
.  .  .  the  report  as  you  say  here  or  the  conclusions  that  you  apparently 
don't  agree  with? 

MacDougall:  I  think  the  whole  document  should  be  received  and 
filed.  It  should  be  available.  It  should  jiossibly  be  the  basis  for  action. 
What  we  are  ...  I  think  our  point  is  tliis,  and  it's  pointed  up  by  the 
chronology  here — we're  .  .  . 

Miller:  Wait  a  minute.  Let's  say  one  thing  at  a  time.  You  said  it 
should  be  received  and  filed.  You  think  tliat  we  should  not  do  any 
further  work  on  this  report? 

MacDougall :  No.  I  do  not  think  that  Senator. 

Miller :  Then  you  think  we  should  do  further  work  on  it  ? 

MacDougall :  Yes  I  do. 

Miller:  Do  you  think  that  we  should  use  this  document  as  a  basis 
for  further  work? 

MacDougall:  Plus  whatever  other  material  is  laid  before  this  com- 
mittee. 

Miller:  But  we  still  should  use  this  document,  right? 

MacDougall:  I  can't  see  casting  aside  an  investment  of  this  magni- 
tude. We  don't  suggest  that. 

Miller:  And  you  recognize  that  $150,000  and  a  considerable  nuKMitit 
of  labor  went  into  the  preparing  of  this  document? 

MacDougall :  We  do  indeed  recognize  that. 
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Miller :  Then  that 's  not  quite  the  definition  that  usually  is  used  by 
the  supervisors  when  we  talk  about  received  and  filed,  then  is  it?  Be- 
cause received  and  filed  doesn't  contemplate  any  further  action,  does  it? 

MacDougall:  Not  unless  there  is  a  further  plan  of  action  recom- 
mended at  the  time  that  that  motion  is  made.  In  this  case,  we  do  recom- 
mend such  a  further  plan.  What  we  are  ...  I  can't  say  this  because 
it  would  not  possibly  be  with  all  due  deference  .  .  .  but  what  I'm 
trying,  I  think,  to  say  in  this  and  what  the  counties  are  trying  to  ask 
the  committee  not  to  do  is  to  announce  this  report  on  the  last  week 
of  February  and  then  early  in  ]\Iarch  say  look  at  this  well  considered 
thing.  Let's  execute  it  tomorrow. 

Miller:  What  you  really  object  to  is  the  approving  of  the  report  and 
attempting  to  make  the  report  into  law.  Is  that  correct? 

MacDougall:  That's  right  Senator.  You  say  .  .  . 

Miller :  And  as  a  matter  of  fact,  your  first  statement  was  kind  of  in 
the  nature  of  a  wisecrack,  Avasn't  it?  The  staff  and  consultants  reports 
to  the  committee  should  be  received  and  filed. 

MacDougall:  No.  It  wasn't  facetiously  meant  at  all.  It  .  .  . 

Miller:  Well  you  didn't  intend  what  it  says  then  did  you? 

MacDougall :  Yes,  I  think  I  did  Senator. 

Coolidge :  You  're  talking  out  of  .  .  . 

Miller:  Now  wait  a  minute  Mr.  Chairman.  We  have  no  objection  if 
you  want  to  wisecrack  as  long  as  we  know  that's  what  you  intend.  But 
if  your  intention  is  that  in  the  parlance  of  county  government  and 
sometimes  in  the  parlance  of  city  government  ...  we  use  a  different 
word  for  it  here  .  .  .  receiving  and  filing  means  just  accepting  it  and 
doing  nothing  more  about  it — do  you  mean  that  or  don't  you?  You 
mean  accepting  it  and  doing  nothing  more  about  it  or  do  you  mean 
what  you  later  said? 

MacDougall :  I  think  that  .  .  . 

Miller:  And  I'm  trying  to  pin  you  down.  I  want  to  know  what  you 
do  mean. 

MacDougall :  Well  if  I  may  explain  our  position  again  without  re- 
verting to  the  exercise  in  semantics  into  which  we  seem  to  have  gotten 
ourselves  .  .  . 

Miller:  Well  you  don't  object  to  exercising  in  semantics  if  we're 
trying  to  find  out  what  the  written  word  is  intended  to  say. 

MacDougall :  Well  I  think  that  there  would  be  no  great  dirge  of 
sadness  in  local  government  throughout  California  were  this  committee 
to  receive  and  file  this  report  and  do  nothing  else.  But  on  the  other 
hand  .  .  . 

Miller :  Because  it  has  no  value  or  because  you  don 't  agree  with  it — ■ 
which  ? 

MacDougall :  Because  its  value  has  not  been  demonstrated  to  us  and 
because  we  do  not  agree  with  it  in  light  of  our  traditional  views  on 
this  matter. 

Miller :  But  it  may  have  value  even  though  that  value  has  not  been 
demonstrated  to  you  because  you  claimed  earlier  that  you  did  not  have 
sufficient  time  to  evaluate  the  report.  Is  that  right? 

MacDougall :  That 's  right.  However,  we  have  had  evaluators  give  us 
estimates  on  its  evaluation  which  would  indicate  .  .  . 

Miller :  Oh. 
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MacDougall:  That  this  thing  cannot  be  done  in  a  matter  of  hours 
or  days. 

Miller:  Well  that  isn't  quite  what  you  said  a  little  earlier,  Mr. 
]\IacDougall.  I  believed  that  you  were  eomjdaining  here  that  we'd  only 
put  this  thing  out  on  the  .  .  .  late  in  February  ... 

MacDougall:  That's  right. 

Miller :  And  that  you  just  don 't  .  .  .  haven 't  had  enough  time  since 
it  came  out  to  make  an  evaluation. 

MacDougall:  That's  right.  That's  absolutely  right. 

Miller :  Well,  what  have  these  evaluators  that  you  have  been  doing  ? 

IMacDougall :  These  evaluators  would  be  persons  who  have  the  same 
standing  in  the  field  as  the  consultants  which  the  committee  hired.  We 
have  ... 

Coolidge :  Would  you  name  one  for  us  please  ?  Public  utilities  ? 

MacDougall :  What  was  that,  Mr.  Chairman  ? 

Coolidge :  Would  you  name  one  for  us  on  public  utilities  1 

MacDougall :  We  have  been  discussing  ...  I  think  if  the  commit- 
tee .  .  .  does  the  committee  wish  .  .  . 

Coolidge :  Yes.  Go  on. 

MacDougall:  We've  been  discussing  this  report  as  to  the  possibility 
of  having  it  evaluated.  I  don't  mean  evaluation  now  in  the  dollar  and 
cents  valuation — j^ou  know  what  I  mean?  I  mean  evaluation  as  to  its 
weight  and  strength  in  merit. 

Miller :  You  mean  appraisal,  but  not  in  the  usual  sense. 

MacDougall:  That's  right  .  .  .  with  the  Planning  Research  Corpo- 
ration. 

Coolidge :  Senator  Collier.  Before  we  go  on  Senator  may  I  just  inter- 
ject this  statement  here.  It's  completely  in  line  with  what  Senator  Miller 
is  talking  about  and  this  is  a  report  .  .  .  the  newspapers  with  the 
supervisors  were  flaying  the  committee  for  its  report  stating  that  they 
have  denounced  as  shocking  and  unwarranted  the  recommendations  of 
staff  consultants  and  it  continues  in  the  same  article  to  say  we  have  not 
examined  the  report  but  will  do  so  immediately.  I  would  like  to  have 
that  brought  to  ^^our  attention. 

Senator  Collier :  In  answer  to  Senator  Miller  you  stated  that  received 
and  filed  and  you  used  county  parlance  .  .  .  now  is  this  county  parlance 
that  you  use  here  the  same  as  the  Board  of  Supervisors  of  the  City  and 
County  of  San  Francisco  did  when  they  paid  $45,000  of  their  own 
money  for  a  freeway  study  and  filed  it  and  never  brought  it  before  the 
board  of  supervisors  or  for  the  consideration  of  anyone  else.  Now  is 
that  what  you  mean  ? 

MacDougall:  No.  That's  not  what  I  mean.  Senator  Collier. 

Senator  Collier  :  All  right.  I  just  wanted  to  know  what  you  mean. 

MacDougall:  The  second  half  of  my  answer  to  Senator  Miller's  ques- 
tion about  six  questions  back  ...  I  never  did  get  to  say  .  .  .  and  that 
is  I  think  that  all  of  us  realize  in  all  seriousness  that  there  is  a  duty  to 
do  more  with  this  than  to  put  it  into  a  filing  case  and  lock  it  up.  And 
in  that  literal,  physical  sense  we  don 't  mean  to  receive  and  file  it. 

Coolidge :  Assemblyman  Wilson. 

Wilson :  Mr.  ]\IacDougall,  this  statement  apparently  was  made  to  en- 
tertain this  stacked  audience  that  you  have  here  in  the  room  with  us 
this  morning.  There  are  several  things  I  noticed  in  it  that  are  absolutely 
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incorrect.  You  indicated  that  you  were  speaking  for  counties  in  general, 
not  just  the  supervisors.  Is  that  right? 

MacDougall :  Mr.  Wilson,  the  boards  of  supervisors  are  the  governing 
bodies  of  the  county  and  I  meant  that  we  were  not  representing  .  .  . 
Wilson  :  Are  you  representing  assessors  today  ? 

MacDougall:  No,  the  assessors  have  their  own  representation  here 
today  and  I  imagine  they  will  be  before  the  committee  in  due  time.  By 
general  county  government  we  mean  the  boards  of  supervisors  in  their 
general  capacity  as  administrators  and  legislative  bodies  for  the  coun- 
ties. And  I  use  that  as  against  any  specific  department  of  county  gov- 
ernment. 

Wilson:  Now,  of  course  I  was  going  to  make  the  same  point  Mr. 
Miller  has  already  that  I  don 't  see  how  in  the  world  you  can  be  so  posi- 
tive about  opposition  of  this  thing  when  3'ou  haven't  analyzed  it  or 
haven't  studied  it  with  the  short  time  that  you  indicate  that  you  had  to 
look  at  the  report. 

MacDougall :  Our  concern,  Mr.  Wilson,  is  with  the  taxation  shift  that 
is  recommended  and  I  don 't  think  we  're  overlj-  alarmed  with  that.  It 's  a 
very  real  and  present  danger. 

Wilson:  What  if  the  report  has  facts  and  proof  that  there  is  an 
unfair  burden  at  the  present  time  by  the  people  who  .  .  .  you  allege 
are  going  to  have  taxation  shifted? 

MacDougall:  Well  we  discussed  that  on  the  last  page  of  our  state- 
ment where  we  say  if  there  is  a  question  to  be  resolved  it  would  appear 
to  be  one  of  the  tj^DC  of  taxation  rather  than  the  amount. 

Wilson:  How  about  this  half  billion  dollars  you're  talking  about? 
Where  did  you  get  that  figure? 

MacDougall:  The  half  billion  dollars  .  .  . 
Wilson:  .  .  .  $95,000,000  ...  is  that  what  you're  .  .  . 
MacDougall:  A  $95,000,000  annual  tax  shift  would  in  a   10-year 
period  be  $950,000,000.  A  10-year  amortization  plan  or  gradual  shift 
which  is  being  discussed  would  make  approximately  a  half-a-billion- 
dollar  tax  shift.  If  .  .  . 

Wilson:  You're  not  taking  any  of  the  other  contingencies  or  factors 
into  account  that  would  take  place  in  the  10-year  period. 

MacDougall:  You  mean  such  as  the  growth  of  California  and  the 
need  .  .  .  No,  because  the  assessed  valuation  should  go  up  because 
the  needs  and  services  of  local  government  and  the  things  they  must  do 
also  go  up.  We  cannot  see  that  the  ...  a  county  that  gets  in  dollars 
10  years  from  now  the  same  amount  of  taxes  it  got  this  year  isn't  hurt. 
That  county  is  hurt  in  proportion  to  its  growth.  If  it  grows  not  at  all, 
if  it  pays  no  more  welfare  payments,  if  it  operates  no  better  schools, 
if  it  has  no  better  roads  or  streets  10  years  from  now  than  today,  it  has 
the  same  population — then  it  isn't  hurt.  But  that  kind  of  county  just 
doesn't  exist  in  California. 

Coolidge :  Do  you  want  to  recess  ?  Any  other  questions  at  this  time  ? 
All  right,  Mr.  Wright. 

Wright :  Mr.  MacDougall,  on  page  2  here  you  state  that  you  have 
been  authorized  to  create  a  technical  review  committee  to  attempt  to 
review  this  report.  This  committee  will  be  appointed  and  begin  its 
labors  very  soon.  Now  you  also  said  ...  I  think  you  ad-libbed  .  .  . 
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that  you  were  going'  to  appoint  it  today.  When  do  you  anticipate  that 
this  committee  will  finish  its  work? 

MacDougall:  We  don't  know  because  frankly  we're  operating  here 
in  the  field  of  volunteer  labor.  We  don't  have  the  finances  to  obtain 
the  type  of  consultants  that  we  probablj^  should  have  in  this  matter. 
The  type  that  the  committee  has  been  able  to  have — and  they  are  very 
able  people.  We  would  hope  to  have  this  committee  work  diligently  on 
the  thing  during  the  month  of  March.  Now  whether  we  can  call  that 
to  a  conclusion  before  some  time  in  April,  I  don't  know.  We  haven't 
formed  a  group  yet,  but  it  will  be  a  small  working  group  consisting 
of  ....  I  think  I  've  discussed  this  matter  with  the  appointing  author- 
ity, the  President  of  the  County  Supervisors  Association,  of  persons  in 
county  government  who  can  be  free  from  the  present  duties  to  work 
on  this. 

Miller:  Mr.  Chairman. 

Coolidge :  Senator  Miller. 

Miller:  In  line  with  Mr.  Wright's  question  and  Bill's  answer.  Bill, 
then  you're  trying  to  get  a  group  together  to  make  an  evaluation  of 
this  report  so  that  if  the  facts  justify  it  the  Legislature  can  do  some- 
thing .  .  . 

MacDougall :  That 's  right  Senator. 

Miller:  During  this  session. 

MacDougall :  Exactly  then. 

Miller :  What  you  're  really  asking  for  is  some  time.  Is  that  right  1 

MacDougall:  Some  time  but  also  we're  mindful  of  the  calendar  just 
as  you  are,  and  we're  not  trying  to  get  any  .  .  .  what  you  might  call 
delaying  action  out  of  this  thing. 

Miller:  What  you  really  want  is  some  time  to  take  a  look  at  this 
thing.  I  think  it's  been  well  said  hy  the  chairman  at  the  outset  that 
this  was  a  staff  report  and  as  I  understand  it  the  reason  that  it  was 
made  as  a  staff  report  is  so  that  it  would  provoke  inquiry  and  evalua- 
tion and  determination.  We  did  not  issue  it  as  a  committee  report  be- 
cause we  were  afraid  to  do  so  or  we  didn't  want  our  names  attached 
to  it.  It  was  so  it  would  do  just  what  it's  apparently  doing.  And  if 
your  comments  from  the  folks  that  you  represent  and  the  specialized 
groups  within  county  government  and  the  industrial  people  and  the 
utilities  people  can  return  in  30  or  40  days  with  their  comments,  then 
I  think  we  can  make  an  evaluation  of  what  we  as  legislators  must  do 
in  the  light  of  the  findings  made  by  the  people  hired  to  assemble  .  .  . 
to  compile  and  assemble  this  report. 

MacDougall:  We  .  .  . 

Miller :  Is  there  any  disagreement  there  1 

MacDougall :  Not  one  iota  of  disagreement,  Senator  Miller,  you 
stated  the  whole  thing  as  concisely,  I  think,  as  anybody  could.  That's 
exactly  what  we  hoped  for. 

Miller :  And  because  we  have  work  to  do  in  the  next  30  or  40  days 
in  our  evaluation  of  it,  the  chairman,  I  think,  wisely  has  called  this 
meeting  so  that  we  can  determine  from  the  interested  parties  where 
the  areas  of  disagreement  are.  That's  why  I  objected  so  strongly  to 
this  business  about  filing  because  I'm  sure  there  must  be  something 
in  all  these  papers  that  somebody  agrees  with  besides  some  of  us. 
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MacDougall:  If  we  were  using  legislative  terminology,  we  probably 
would  have  said  received  and  held  at  the  desk. 

Coolidge :  All  right.  Senator  Collier  .  .  .  Assemblyman  Collier,  par- 
don me. 

Assemblyman  Collier:  Mr.  MacDougall,  you  agree  that  there  is  a 
disparity  between  utilities  and  local  because  you  say  if  you  bring  it 
down  we'll  shift  $95,000,000  annually.  And  you  don't  want  to  shift 
that  burden  from  the  utilities  to  the  common  .  .  .  properties? 

MacDougall:  No.  We  don't  agree  there's  a  disparity  at  all.  We  say  if 
these  consultants'  report  recommendations  were  carried  out  .  .  .  they 
allege  there's  a  disparity  .  .  .  that  there  would  be  a  tax  shift. 

Assemblyman  Collier:  Then  you  say  that  there  is  no  disparity  be- 
tween utilities  being  assessed  by  the  Board  of  Equalization  and  the 
assessments  made  by  county  supervisors  ? 

MacDougall:  We  have  said  in  the  past  that  we  didn't  believe  there 
was  a  disparity.  I  think  that  no  one  could  receive  a  report  of  this 
gravity  and  not  want  to  re-examine  his  views  and  that  is  precisely 
what  w^e  're  doing. 

Assemblyman  Collier :  Well,  presently  you  feel  that  the  county  as- 
sessors are  assessing  at  the  same  rate  that  the  Board  of  Equalization  is 
assessing  ? 

MacDougall :  If  you  can  bridge  the  gap  between  the  two  types  of 
property,  I  think  there  are  many  cases  where  they  are.  Yes. 

Assemblyman  Collier :  Do  you  think  that  the  A' arious  county  as- 
sessors intereounty  .  .  .  the  58  counties  .  .  .  they  are  assessing  all 
equally  ? 

MacDougall :  You  mean  intereounty  ? 

Assemblyman  Collier:  Intereounty. 

MacDougall :  Oh,  yes  sir. 

Assemblyman  Collier :  In  other  words,  you  think  that  every  county 
is  assessing  on  the  same  basis  as  an}-  other  county  assessor  ? 

MacDougall :  I  do. 

Assemblyman  Collier :  Thank  you. 

Coolidge :  We  're  going  to  recess  ...  be  back  at  2  o  'clock.  You  be 
back  to  continue  your  position  on  the  witness  stand,  Mr.  MacDougall, 
please. 

MacDougall :  I  '11  be  happy  to,  Mr.  Chairman. 

Coolidge :  Thank  you  very  much. 

Whereupon  the  committee  recessed  at  12.20  p.m. 


Chairman  Glenn  E.  Coolidge  called  the  meeting  to  order  at  2.25  p.m., 
in  room  4202,  State  Capitol. 

Coolidge :  The  chairman  has  received  a  number  of  communications. 
I  have  one  here  from  the  Chairman  of  the  Board  of  Supervisors  in 
Santa  Cruz  County,  which  has  been  handed  to  me  by  Supervisor  Lewis 
Nelson.  (Appendix  2.)  Also  a  petition  signed  by  a  number  of  people 
.  .  .  citizens  of  the  City  of  Newport  Beach  which  deal  Avith  certain 
methods  of  assessing.  (Appendix  3.)  Another  communication  from  the 
Georgia  Pacific  Corporation.  (Appendix  4.)  If  no  objections,  these 
communications  will  become  .  .  .  made  a  part  of  the  record  and  if  time 
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permits  later  in  the  day  and  any  of  these  people  care  to  address  the 
committee,  we  'd  be  pleased  to  have  you. 

Mr.  MacDougall,  would  you  care  to  come  back  for  the  second  round  ? 
Thank  you.  Now  there  were  one  or  two  members  of  the  committee  .  .  . 
I  believe  Mr.  Bradley  had  some  questions  he  cared  to  sak  Mr.  Mac- 
Dougall,  and  may  I  state  here  before  we  proceed  that  we  are,  of  course, 
running;  somewhat  behind  but  in  order  that  you  may  properly  ])repare 
yourself,  Mr.  Allen  of  the  Southern  California  Edison  Company  will 
be  the  next  witness.  Proceed  Mr.  Bradley. 

Bradley:  Well,  Mr.  MacDougall,  I  don't  want  to  labor  your  state- 
ment that  you  made  to  the  committee,  but  I  am  concerned  about  the 
second  paragraph  on  the  first  page  and  the  basic  question  I'd  like  to 
ask  you  is  that  in  view  of  the  fact  that  it's  your  feeling  that  this  com- 
mittee did  not  create  an  advisory  committee,  do  you  feel  that  that  is 
going  to  be  of  such  a  consequence  insofar  as  your  organization  is  con- 
cerned that  the  work  of  this  committee  is  going  to  be  irreparably  tied 
up  to  that  failure  on  the  part  of  the  committee,  as  you  call  it?  Or  may 
we  assume  that  inasmuch  as  the  committee  went  ahead  and  proceeded 
without  the  formation  of  an  advisory  committee  that  that's  sort  of 
water  over  the  dam  as  the  saying  goes  ? 

MacDougall:  Mr.  Bradley,  I  think  you've  said  almost  in  the  words 
I  would  use  how  we  feel.  It  is  water  over  the  clam.  But  this  is  the  first 
meeting  of  the  committee  since  the  studies  were  undertaken  and  these 
recommendations  of  the  counties  were  .  .  .  these  too  were  made  to  the 
committee  .  .  .  and  we  aren't  feeling  in  a  recriminatory  frame  of 
mind  at  all  that  the  committee  didn't  follow  them.  We  do  suggest  that 
things  would  have  been  easier  and  clearer  and  particularly  from  our 
point  of  view  and  the  other  representatives  of  the  public's  point  of 
view.  We  would  have  known  earlier  the  trend  of  thinking  of  the  con- 
sultants. We're  merely  pointing  out  that  this  makes  things  more  dif- 
ficult, but  we  certainly  must  not  and  will  not  state  to  this  committee 
that  anything  is  irreparable  or  that  we  are  ever  in  a  position  to  pick  up 
our  marbles  and  go  home.  We  will  and  we  must  work  with  this  com- 
mittee just  as  if  you  had  taken  the  recommendations  of  the  county 
government  and  done  things  that  way. 

Coolidge :  I  might  answer  .  .  .  interject  there  while  Mr.  Bradley  is 
looking  at  his  notes,  Mr.  MacDougall,  that  it's  true  that  this  committee 
chose  not  to  appoint  an  advisory  committee  per  se  at  the  time  that  we 
had  our  second  meeting.  However,  I  think  it  should  be  noted  that  the 
committee  has  met  with  practically  every  assessor  in  the  State  of  Cali- 
fornia, many  supervisors,  manufacturers,  real  estate  people,  school 
people,  lumbering  industry,  labor  ...  we  have  met  with  and  worked 
with  many  of  the  organizations.  I  won't  say  in  lieu  of  but  certainly 
it  has  accomplished,  to  our  thinking,  some  of  the  purpose  for  which 
the  advisory  committee  would  have  .  .  .  they  would  have  accomplished 
had  one  been  appointed.  Do  you  have  another  question,  Mr.  Braclley? 

Bradley:  No.  I  just  want  to  get  that  point  clear  for  the  record. 

Coolidge :  Are  there  any  other  questions  of  Mr.  MacDougall  ?  I  have 
just  one  more,  Mr.  MacDougall,  and  that  is  this :  that  in  your  statement 
you  mentioned  the  fact  that  you  planned  to  have  a  study  of  this  report 
and  may  I  ask  you  if  you  had  also  at  that  time  .  .  .  would  it  be  possible 
for  you  to  give  some  consideration  to  meeting  some  of  the  problems  that 
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we  have  in  California  by  wa.y  of  possibly  greater  economy  in  local 
government?  If  some  thought  along  those  lines  could  be  given  to  the 
.  .  .  that  problem  while  we  're  discussing  assessment  practices  ? 

MacDougall:  Mr.  Chairman,  all  our  efforts  are  directed  to  that  end. 
This  committee  that  we're  trying  to  bring  together  would  be  the  most 
expert  of  the  technicians  in  county  government.  Possibly  they  will  be 
inadequate  to  the  task  at  hand  but  they  are  the  most  expert  of  what  we 
can  get  on  an  assignment  no  fee,  unpaid  basis  to  go  over  this  whole 
report.  "We  are  always  dedicated  to  economy  in  government  and  cer- 
tainly" will  have  an  eye  to  that  too. 

Coolidge:  Thank  you  very  much,  Mr.  MacDougall.  You'll  be  inter- 
ested in  some  of  the  bills  that  are  going  into  the  legislature  later  this 
week. 

MacDougall :  Indeed  we  are. 

Coolidge:  All  right.  Thank  you  very  much.  Mr.  Howard  Allen. 

Allen:  I  assume  that  both  of  these  microphones  are  working  now? 
Chairman  Coolidge  and  Members.  My  name  is  Howard  Allen.  I  am 
Special  Counsel  for  Southern  California  Edison  Company. 

The  Southern  California  Edison  Companj^  has  for  many  years  ex- 
pressed its  belief  that  utility  properties  were  being  assessed  at  higher 
ratios  than  locally  assessed  properties  and  therefore  the  equalization 
provisions  of  the  California  Constitution  were  not  being  carried  out. 

The  latest  phase  in  the  tax  equalization  history  started  with  the  en- 
actment of  Chapter  1466  in  1949,  and  the  subsequent  postponements  of 
the  effective  date  of  this  statute.  The  Senate  Interim  Committee  of 
State  and  Local  Taxation  made  investigations  and  findings  which  were 
published  in  1953 — commonly  known  as  the  Hulse  Eeport.  There  were 
equalization  orders  in  1955.  During  1957  there  was  a  Senate  Advisory 
Committee  out  of  which  grew  the  resolution  which  established  this  com- 
mittee. The  Staff  and  Consultants  Report  is  before  you  today.  The  find- 
ings of  your  consultants  indicate  that  state  assessed  property  is  being 
assessed  at  a  higher  ratio  than  locally  assessed  property. 

From  the  very  beginning  of  the  equalization  problem  the  Edison 
Company  has  pledged  its  full  co-operation  to  the  county  supervisors, 
the  cities,  the  assessors,  the  California  Teachers  Association  and  others 
interested  in  this  problem.  The  records  of  committee  hearings  will 
substantiate  that  fact. 

The  Edison  Company  is  not  in  favor  of  anj^  immediate  tax  shift 
which  would  have  an  adverse  effect  on  the  fiscal  affairs  of  counties, 
cities,  school  districts  or  other  local  governmental  units.  We  are  also 
against  any  immediate  shift  in  taxes  on  the  homeowner.  We  wish  to 
make  clear,  however,  that  it  is  not  the  utility  company  or  its  stock- 
holders who  will  benefit  from  any  tax  equalization.  It  is  rather  the 
homeowners,  the  commercial  and  industrial  users  of  electricity — our 
customers  who,  in  effect,  pay  our  taxes — who  will  benefit.  The  same 
homeowner  who  pays  his  property  taxes  directly  through  his  county  and 
city  tax  bills  is  the  person  wlio  indirectly  is  paying  the  property  tax 
which  is  collected  from  the  utilities.  The  Edison  Company  is  a  tax  col- 
lector and  the  company  or  its  stockholders  will  not  make  one  penny 
more  profit  if  there  is  an  equalization  adjustment.  The  reason  that  the 
Edison  Company  has  called  this  inequity  in  assessments  to  the  attention 
of  the  Legislature  is  twofold. 
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1.  As  a  public  utility,  we  have  a  responsibility  not  only  to  provide 
the  best  possible  service,  but  to  do  it  at  the  least  possible  cost. 
Taxes  are  our  highest  single  item  of  expense.  It  accounted  for  28 
cents  out  of  every  gross  dollar  of  revenue  the  Edison  Company 
received  from  its  customers  iu  1958.  We  feel  this  is  an  unfair 
charge  to  our  customers. 

2.  The  second  reason  is  that  tliere  are  a  number  of  municipally  owned 
or  publicly  owned  utilities  in  California.  These  governmental 
utilities  do  not  pay  taxes  on  the  same  basis  as  investor  owned 
companies.  This  tax  differential  creates  a  misleading  and  unfair 
competitive  comparison  in  rates  between  investor  owned  and 
governmental  utilities. 

The  Edison  Company  believes  and  advocates  that  any  reduction  in 
taxes  should  inure  to  the  benefit  of  our  customers — the  ratepayers. 
What  happens  in  an  inflationary  economic  cycle  as  we  haxe  experienced 
in  recent  years  is  that  if  there  is  a  reduction  in  taxes,  or  any  other 
cost  for  that  matter,  such  a  reduction  is  offset  by  increases  in  labor, 
fuel  or  other  epenses.  Nevertheless,  a  tax  reduction  or  any  reduction 
expense  operates  to  delay  and  defer  electric  rate  increases  which  might 
otherwise  be  necessary.  Taxes,  labor  and  fuel  costs,  these  three  major 
items,  amount  to  about  75  percent  of  the  Edison  Company's  annual 
operating  expense. 

The  position  of  the  Edison  Company  has  not  changed  from  the  same 
spirit  of  compromise  and  co-operation  that  has  existed  throughout  this 
equalization  problem.  We  recognize  our  responsibility  not  only  our  cus- 
tomers, the  ratepayers,  but  also  to  the  cities,  counties,  school  districts 
and  other  local  governmental  units  in  our  service  territory.  We  will 
support  any  compromise  which  will  effectively  start  a  trend  in  the 
direction  of  bringing  utility  assessments  into  line  with  local  assessments 
and  will  not  result  in  a  substantially  adverse  or  burdensome  impact  on 
either  local  government  or  the  homeowner. 

Coolidge  :  Thank  you  very  much,  Mr.  Alleu.  Are  there  any  questions? 
Thank  you  very  much  for  being  here.  Pardon  me.  Senator  Miller. 

Miller :  Mr.  Allen,  were  the  figures  that  the  Pacific  Gas  &  Electric 
Company  gave  us  which  indicated  that  about  two-fifths  of  40  percent 
of  the  total  taxes  that  they  paid  were  ad  valorem  taxes  substantially 
correct  to  your  company?     .  

Allen :  Yes.  We  paid  $70,000,000  in  taxes  last  year.  About  $30,000,000 
was  local  property  taxes — it's  right  around  40  percent. 

Miller :  Now,  if  you  were  to  be  relieved  of  some  of  this  tax  obligation, 
would  all  of  that  be  .  .  .  this  ad  valorem  tax  obligation,  would  all  of 
the  amount  that  you  're  relieved  of  be  passed  to  the  consumer  ? 

Allen :  I  think  the  short  answer  is  yes.  Now  it  may  be  that  when  you 
reduce  real  property  taxes  that  our  deductions  on  income  taxes  that 
part  of  the  reduciiou  would  .  .  .  would  go  to  something  other  than  a 
direct  reduction  in  rates.  But  my  point  is  that  it  would  not  benefit  the 
utility  company  or  its  stockholder.  That  the  full  benefit  of  any  rate 
...  of  any  tax  reduction.  .  .  . 

Miller  :  Ad  valorem  taxes  ? 

Allen :  Ad  valorem  .  .  .  would  be  carried  through  to  the  ratepayer. 

Miller:  The  full  benefit  of  any  reduction  as  contemplated  by  this 
report  ? 
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Alleu:  Now  that's  right.  Now  that's  subject  to  proper  income  tax 
and  other  statutory  requirements  that  we  have  no  control  over.  I  don't 
want  to  give  a  misleading  answer  there,  Senator. 

Miller :  Yeah.  I  don 't  want  you  to  give  one.  Then  where  is  the  benefit 
directly  to  the  utility  come  from  any  reduction  in  taxes?  Ad  valorem 
taxes  ? 

Allen :  Well,  it  would  make  our  rates  either  lower  or  prevent  an  in- 
crease and  we  do  not  like  high  rates  any  better  than  any  other  kind 
of  business  because  we  have  public  relations  problems  and  we  have  a 
problem  of  trying  to  sell  more  electricity  and  attract  industry. 

Miller :  Would  you  make  any  more  money  ? 

Allen :  We  would  not. 

Miller :  AVould  you  make  any  less  1 

Allen :  There  may  be  a  time  lag,  but  I  think  we  would  not  make  any 
less  money  either.  AVe  would  make  a  return  on  our  historical  invest- 
ment. 

Miller :  Once  the  compensating  adjustments  are  made,  whatever  they 
be — which  I  assume  is  what  you're  talking  about  in  time  lag,  you 
wouldn  't  make  any  more  money  or  any  less  money  f 

Allen:  That's  correct. 

Miller :  Well,  why  are  you  so  exercised  then  about  paying  too  much 
taxes  ? 

Allen :  Because  it  makes  our  rates  higher  than  we  think  they  should 
be.  Because  we  have  an  obligation  to  our  customers  and  ourselves  to 
keep  our  rates  low.  It  gives  a  false  impression  of  the  difference  in  the 
rates  between  municipally  owned,  who  pay  taxes  on  a  different  basis 
and  investor  owned  companies. 

Miller :  Then  this  thing  is  important  to  you  1 

Allen :  I  think  it  is.  Yes  sir. 

Miller :  Then  why  when  we  talk  about  the  so-called  partnership  plan 
on  the  Trinity  do  you  make  such  a  big  point  of  the  value  of  the  collec- 
tion of  taxes  ? 

Allen:  I  think  .  .  .  first  of  all  my  company  is  not  involved  in  it 
other  than  as  a  general  philosophic  matter. 

Miller :  No.  What  I  mean  the  utility  companies.  I  realize  that  the 
P.  G.  &  E.  is  the  party. 

Allen :  I  think  the  answer  is  just  that  we  contribute  as  a  conduit  or 
a  collector  to  local  government  through  the  rates  that  we  collect  from 
our  customers  and  there's  no  magic  there,  but  it  does  help  support 
local  government.  Whereas,  if  it  is  governmentaly  owned  or  munici- 
pally owned,  some  of  them  pay  some  in  lieu  taxes,  but  it's  on  a  different 
basis  and  I  think  that  answers  your  question. 

Miller:  But  so  do  these  taxes  that  you're  now  advocating  be  reduced 
contribute  to  local  government. 

Allen:  I  think  the  answer  to  that  is  if  you  accept  as  our  tax  people 
do  that  we  are  being  assessed  at  a  different  ratio  it  isn't  the  fact  of 
paying  taxes  it  is  the  inequitable  amount  that  results  because  of  the 
inequity  in  assessment.  We  are  perfectly  willing  to  pay  our  full,  fair 
share,  but  we  don't  want  to  pay  more  than  our  fair  share.  The  reasons 
are  the  two  reasons  that  I  gave  you — the  municipally  owned  and  tlie 
low  rates. 
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Miller:  You're  not  in  love  then  with  collecting  taxes  on  one  project 
and  not  on  the  other. 

Allen:  That's  correct. 

Miller :  I  see. 

Senator  Collier:  Mr.  Chairman. 

Coolidge :  Senator  Collier. 

Senator  Collier:  I  just  want  to  make  an  observation  .  .  .  I've  heard 
this  statement  in  many  fields  that  we  all  want  to  pay  our  fair  share  of 
taxes.  But,  no  one  will  say  what  their  fair  share  of  taxes  are.  That's 
been  the  big  problem.  I  don't  consider  that  statement  worth  very  much 
any  more  tliat  we  all  want  to  pay  our  fair  share  of  taxes,  because  I've 
heard  it  for  20  years  from  now  and  I  'm  very 

Miller :  Well  is  that  amendment  that  we  all  want  to  pay  our  fair 
share  of  taxes  if  they're  about  25  percent  less  than  we're  now  paying? 

Coolidge :  Mr.  Lanterman. 

Lanterman :  As  a  taxpayer  and  a  ratepayer  in  an  area  that  pays  part 
of  the  burden  of  taxes  on  these  utilities  if  it  is  not  fair  and  it  is  in- 
equitable in  the  manner  in  which  it  has  been  assessed,  we  are  then 
through  the  rates  that  we  're  paying,  paying  an  adverse  amount  as  local 
consumers  in  the  area  in  which  I  'm  located  and  I  'm  very  interested  to 
see  that  these  rates  are  based  on  an  equitable  and  an  equal  consideration 
on  the  basis  on  which  they're  assessed. 

Coolidge :  Thank  you.  Thank  you  very  much,  Mr.  Allen. 

Coolidge :  Did  you  have  a  question  ?  Mr.  Bradley  has  a  question. 

Bradley:  In  addition,  Mr.  Allen,  to  the  points  that  you  have  given 
as  an  attorney,  I  assume  that  you  are  also  interested  as  an  attorney  in 
the  fact  that  there  is  some  constitutional  problem  involved  here  too. 

Allen :  Well,  I  think  .  .  .  that 's  absolutely  true  that  the  mandate  of 
the  utilities  paying  taxes  on  the  same  basis  and  to  the  same  extent  in 
the  constitution  should  be  carried  out  but  it  hasn't  been  reall}^  since 
the  early  thirties  and  it  has  developed  into  a  very  difficult  situation  to 
remed}".  And  we  aren't  advocating  that  it  be  remedied  in  any  way  that 
would  disrupt  local  government  or  the  homeowner  and  when  you  get 
into  saying  why  it  is,  why  you're  not  helping  the  problem  as  much  as 
saying  we  ought  to  take  some  steps  to  correct  it  now.  Because  the 
longer  we  go  on  without  correcting  it,  the  more  complicated  the  prob- 
lem is  and  the  more  difficult  it  is  to  make  an  adjustment. 

Thank  you,  gentlemen. 

Coolidge  :  Thank  you.  Mr.  Russ  Wolden. 

Wolden :  Mr.  Chairman  and  gentlemen  : 

I  wish  to  thank  the  chairman  and  members  of  this  committee  for  the 
invitation  to  appear  before  you  and  discuss  the  staff  and  consultant  re- 
ports compiled  in  the  239-page  document  now  before  you. 

I  feel  that  I  am  qualified  to  discuss  procedures  for  the  valuation  of 
property  and  to  offer  criticisms  of  the  conclusions  and  recommendations 
contained  in  the  report.  I  have  served  the  people  of  San  Francisco  as 
their  assessor  for  21  years  and  I  have  participated  in  many  meetings 
called  to  discuss  the  problems  which  brought  your  committee  into  being. 

Committee  members  may  recall  that  at  the  1957  Session  of  the  Legis- 
lature, the  Association  of  County  Assessors  of  California  urged  the 
creation  of  your  committee  and  an  appropriation  of  funds  to  carry  out 
3^our   work.    The   assessors   association   joined   representatives   of   the 
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Comity  Supervisors  Association,  League  of  California  Cities,  California 
Manufacturers  Association,  Farm  Bureau  Federation,  California  Real 
Estate  Association  and  other  interested  groups,  in  offering  our  services 
as  advisors  to  the  committee  in  the  preparation  of  the  report.  Unfortu- 
nately, this  offer  of  assistance  was  not  accepted.  We  also  objected  to  the 
employment  of  consultants  from  other  states  to  study  the  taxation  prob- 
lem of  California,  believing  that  there  were  well-qualified  consultants 
in  California  who  were  more  familiar  with  the  problems  peculiar  to  our 
State.  The  committee  decided,  however,  to  employ  consultants  from  the 
States  of  Texas  and  New  York. 

Nonetheless,  I  believe  that  much  of  the  statistical  data  compiled  by 
Consultants  Reeves  and  Chapman  can  be  helpful  in  further  studies  of 
the  problem.  I  wish  to  make  it  clear  that  my  remarks  herein  in  no  way 
impugn  the  motives  or  the  sincerity  of  the  consultants  employed  in 
proposing  a  solution  to  the  problem.  But  I  contend  it  is  apparent  that 
they  could  not  acquaint  themselves  with  all  the  ramifications  of  this 
problem  in  the  brief  time  allocated  to  them  for  their  investigation.  Con- 
sequently, some  of  the  material  in  the  report  is  erroneous  and  mis- 
leading. 

I  will  not  here  attempt  to  dissect  the  report  in  its  entirety,  but  I  will 
deal  with  some  of  the  major  conclusions  upon  which  the  recommenda- 
tions were  based.  I  was  amazed  to  read  that  Consultant  Reeves,  on  page 
142  of  the  report,  recommended  that  the  infamous  Chapter  1466  of  the 
Statutes  of  1949,  become  readily  effective  as  a  solution  to  the  problem. 

On  page  142,  Mr.  Reeves  wrote  and  I  quote : 

"Many  of  the  administrative  and  technical  changes  needed 
would  be  supplied  by  making  effective  the  sections  of  the  Revenue 
and  Taxation  Code  now  held  in  abeyance,  commonly  referred  to  as 
being  in  Chapter  1466." 

This  is  an  incredibly  naive  remedy  to  a  problem  which  has  perplexed 
the  Legislature  since  1949.  With  this  recommendation  we  have  the 
spectre  of  1466,  an  ill-conceived  piece  of  legislation  which  was  fathered 
by  the  public  utilities  for  selfish  gain,  injected  as  a  solution  to  Cali- 
fornia's ad  valorem  tax  problems.  Chapter  1466  is  unsound  because  it 
is  based  on  false  concepts  and  since  1949  Legislatures  have  properly 
postponed  its  effectiveness  while  seeking  equitable  solutions.  It  is  well 
known  to  members  of  this  Legislature  that  the  effect  of  1466  would  be 
to  bankrupt  many  of  our  northern  counties,  and  would  disrupt  the 
entire  tax  economy  of  our  State  by  requiring  that  substantial  portions 
of  utility  taxes  be  paid  by  the  owners  of  common  property. 

In  his  report  on  utility  values  your  consultant,  Mr.  Chapman,  per- 
haps unwittingly,  has  pointed  to  the  real  reason  why  these  utilities  are 
assessed  at  a  historical  cost  level  rather  than  the  replacement  cost  less 
depreciation  level  used  by  local  assessors.  On  page  40  of  the  report  he 
said  and  I  quote : 

"In  summary,  depreciated  reproduction  cost,  in  our  opinio]), 
should  not  be  employed  as  an  evidence  of  value  in  the  appraisal  of 
electric,  gas,  telephone  and  Avater  utility  property. 

"Since  the  Public  Utilities  Commission  uses  depreciated  histor- 
ical cost  as  a  rate  base,  the  utilities  operating  in  California  are 
allowed  to  earn  a  fair  return  only  on  this  historical  cost.  At  the 
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present  time,  reproduction  or  replacement  cost  is  far  higher  than 
historical  cost."  This  is  Mr.  Chapman.  "As  a  result,  the  allowed 
earnings  are  considerably  less  than  would  be  required  to  support  a 
depreciated  reproduction  cost  valuation.  A  test  of  this  using  Pacific 
Gas  and  Electric,  as  an  example,  shows  that  the  present  earnings 
could  not  finance  a  depreciated,  reproduction  cost  valuation.  There 
would  be  nothing  left  of  the  earnings  after  interest  payments  to 
support  the  stock  equity." 

Now,  Mr.  Chairman  and  members  of  this  committee,  is  there  any 
member  of  the  Legislature,  is  there  any  person  or  group  interested  in 
arriving  at  an  objective,  equitable  solution  to  these  problems,  who  be- 
lieves that  our  tax  and  assessment  structure  should  be  based  upon  the 
support  of  the  stock  equity  of  the  Pacific  Gas  and  Electric  Company. 

The  assessors  of  the  State  of  California  are  well  aware  of  the  complex- 
ities involved  in  appraising  these  vast  utilities  properties  and  of  dis- 
tributing proportionately  these  valuations  to  the  counties  of  our  State. 
The  assessors  realize  that  many  components  of  these  properties  do  not 
readily  respond  to  the  accepted  tests  of  full  cash  value. 

The  assessors  of  the  State  of  California  and  the  State  Board  of  Equal- 
ization are  charged  with  the  responsibility  under  a  constitutional  man- 
date to  certify  the  full  cash  value  of  all  tangible  property,  both  real 
and  personal,  including  all  rights  in  such  property,  on  the  first  Monday 
in  March  of  the  current  tax  year.  This  is  a  challenging  assignment 
which  can  only  be  accomplished  to  a  degree  of  exactness  and  is  subject 
to  reasonable  limitations. 

The  assessors  are  unswerving  in  their  conviction  that  the  principle 
of  equity  will  not  be  served  by  permitting  these  prosperous  private 
utilities  to  escape  their  proper  share  of  the  tax  burden  and  I  have  dedi- 
cated myself  to  resisting  any  such  attempt. 

Your  committee  has  had  the  task  of  grappling  with  a  series  of  difficult 
problems.  There  is  no  simple  solution  available.  I  have  worked  with 
every  legislative  committee  and  subcommittee  since  1938  to  perfect 
assessment  procedures  in  California. 

I  hope  that  nothing  I  say  here  will  be  construed  as  a  reflection  on  the 
sincerity  of  the  members  of  this  committee.  I  wish  to  state  publicly  that 
the  committee  deserves  the  highest  praise  for  their  devotion  to  the 
public  interest. 

As  a  public  official,  representing  the  second  largest  county  in  the 
State  of  California  from  the  standpoint  of  assessed  valuation,  it  is  my 
duty  to  inform  you  of  my  positive  disagreement  with  the  recommenda- 
tions of  your  consultants.  I  am  shocked  at  the  erroneous  conclusions 
upon  which  these  recommendations  are  based.  To  me  it  is  inconceivable 
that  your  committee  could  possibly  accept  such  recommendations.  If 
enacted  into  law,  these  proposals  would  require  tlie  homeowner,  the 
businessman  and  the  farmer  to  take  over  that  portion  of  the  tax  burden 
which  is  rightfully  and  equitably  now  being  borne  by  the  prosperous 
private  utilities. 

I  would  like  to  make  clear  to  the  committee  at  this  time  that  if  any 
legislation  is  introduced,  having  for  its  purpose  the  implementing  of 
these  proposals,  I  shall  use  every  means  at  my  command  and  enlist 
the  aid  of  every  citizen  I  can  reach  to  resist  this  threat  to  the  security 
of  our  homes  and  businesses. 
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The  State  Association  of  County  Assessors  has  recommended  to  the 
1959  Legislature  the  outright  repeal  of  Chapter  1466.  We  ask  that  this 
committee  join  with  us  in  this  recommendation.  We  intend  to  also  ask 
every  interested  organization  and  group  to  join  with  us  in  a  vigorous 
campaign  to  accomplish  this  purpose. 

We  urge  that  an  advisory  committee  be  selected  by  you  to  include 
representation  by  the  public  utilities,  the  State  Federation  of  Labor, 
the  California  Real  Estate  Association,  the  California  Manufacturers 
Association,  the  California  Retailers  Association,  the  State  Farm  Bu- 
reau, the  California  Teachers  Association,  Veterans  organizations,  a 
member  of  the  State  Board  of  Equalization,  and  a  representative  of  the 
State  Association  of  County  Assessors  together  with  any  representatives 
of  any  group  which  your  honorable  committee  believes  will  contribute 
to  an  objective  analysis  of  these  problems. 

We  urge  you  to  allow  this  advisory  committee  60  days  to  submit  a 
report  and  recommendation  to  you,  using  for  reference  the  material 
gathered  by  your  consultants  and  the  material  available  from  past 
studies  of  other  legislative  committees,  the  records  of  the  State  Board 
of  Equalization  and  the  results  of  studies  by  local  assessors, 

I  wish  to  thank  the  committee  for  the  privilege  of  appearing  before 
you  and  I  repeat  it  is  my  earnest  desire  to  assist  and  co-operate  in  every 
possible  manner  for  a  successful  culmination  of  your  efforts. 

Coolidge:  Thank  you,  Mr.  Wolden.  Questions  from  the  committee? 
Senator  Miller. 

Miller:  I  have  one,  Mr.  Wolden.  You  mentioned  the  item  beginning 
on  the  bottom  of  page  40  and  if  you  looked  up  from  your  paper  you 
would  have  seen  that  along  the  line  when  you  asked  a  question  I  raised 
my  hand.  I  raised  my  hand  a  little  too  soon  because  the  question  you 
asked  when  you  finally  finished  asking  ...  it  didn't  have  much  to  do 
with  the  item  beginning  in  the  last  paragraph  on  page  40.  I  .  .  .  Oh, 
.you  don't  have  a  copy? 

Holl:  There's  one  on  the  counter  down  there.  There's  one  down  there. 

Miller:  It's  on  the  desk  there,  Russ.  Page  40  at  the  bottom  of  the 
page  .  .  .  you  referred  to  it  in  your  paper  there.  I  recognize  to  get 
into  this  discussion  with  a  fellow  with  21  years  as  assessor  in  San  Fran- 
cisco ...  an  outstanding  tax  man  ...  is  getting  a  little  over  my 
head,  but  I'd  like  to  try  it  anyway. 

You  seem  to  disagree  with  what  was  said  there.  While  3'ou  may  have 
disagreed  with  the  conclusion,  I  think  that  the  committee  and  staff  in 
putting  this  in  there  and  the  committee  attempting  to  understand  it 
from  the  explanation  given  the  staff  that  ...  I  think  there  may  be  two 
sides  to  this.  As  I  heard  you  reading,  it  appeared  that  you  just  thought 
this  was  nonsense  and  just  didn't  happen  to  be  true  or  something  to  that 
effect.  I  thought  maybe  we  should  take  this  statement  apart  piece  by 
piece  and  see  whether  it's  true  or  isn't  true. 

It  says  since  the  Public  Utilities  Commission  uses  depreciated  his- 
torical cost  as  a  rate  base.  That's  true,  isn't  it?  Is  that  true?  Utilities 
in  California  are  allowed  to  earn  a  fair  return  only  on  this  historical 
cost.  Is  that  true? 

Wolden:  Yes.  I  mean  that's  what  we  object  to. 

Miller :  At  the  present  time  reproduction  or  replacement  costs  are  far 
higher  than  historical  cost.  That  seems  to  be  true. 
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Wolden:  True. 

Miller:  As  a  result  the  allowed  earnings  are  considerably  less  than 
would  be  required  to  support  a  depreciated  reproduction  cost  valuation. 
Is  that  true  ? 

Wolden :  Correct. 

Miller:  A  test  of  this  using  Pacific  Gas  &  Electric  as  an  example 
shows  that  present  earnings  could  not  finance  a  depreciated  reproduc- 
tion cost  valuation.  How  about  that  one? 

Wolden:  That  I'm  not  certain  of  but  I'll  assume  it's  true  because  I 
was  reciting  it  as  the  basis  of  Mr.  Chapman's  conclusion. 

Miller :  Well  now  I  think  there 's  some  data  that  was  presented  to  the 
committee  when  they  were  briefing  us  on  what  all  this  meant  .  .  .  that 
points  out  rather  clearly.  I  wonder,  Mr.  Chairman,  may  w^e  take  the 
time  to  have  Mr.  Holl  do  that  now? 

Coolidge :  Would  you  please,  Mr.  Holl,  go  down  to  your  cliart  and 
point  that  out? 

Holl:  It's  also  on  page  39  of  the  report. 

Coolidge:  Would  you  pick  up  the  microphone,  Mr.  Holl,  please,  and 
stand  close  to  your  board  there  and  use  that  as  you're  explaining  it? 

Holl:  This  is  taken  from  Mr.  Chapman's  work  and  I  think  it's  about 
on  page  39  and  he  shows  that  the  reproduction  cost  of  P.  G.  &  E.  is 
$2,730,000,000.  And  then  he  goes  through  and  creates  a  hypothetical 
capital  structure  if  you  were  to  buy  a  utility  or  a  utility  were  to  be  set 
up  of  $2,730,000,000  ...  it  would  be  about  50  percent  bonds,  15  per- 
cent preferred  stock,  35  precent  common  stock.  And  then  what  he  does 
is  show  that  in  total  adding  up,  as  you  see,  the  $2,730,000,000. 

And  then  down  here  he  takes  the  net  income  of  P.  G.  &  E.  and  he 
deducts  the  bond  interest  that  would  be  required  to  support  $1,365,000,- 
000  of  bonds  ...  of  4  percent  bonds.  And  then  he  deducts  the  pre- 
ferred dividend  ...  4^  percent  preferred  stock  of  $409,000,000  and 
he  deducts  $18,427,000  making  a  total  deduction  before  you  get  down 
to  your  common  stock  of  $73,027,000.  That  would  leave  available  for 
common  stock  $17,802,000. 

Seventeen  million  eight  hundred  two  thousands  is  an  earnings  return, 
not  a  dividend  return,  but  an  earnings  return  of  1.86  percent  on  the 
$955,000,000  of  common  stock.  Mr.  Chapman's  point,  of  course,  is  that 
you  could  not  finance  a  utility  on  that  basis,  that  you  couldn't  sell  com- 
mon stock  if  you're  only  going  to  have  an  earnings  of  1.86  percent. 
As  a  matter  of  fact,  if  you  had  that  you  couldn't  even  sell  your  pre- 
ferred stock  and  you  couldn't  sell  your  bonds. 

Wolden :  Is  that  replacement  cost  or  reproduction  cost  ? 

Holl :  Depreciated  reproduction  cost. 

Wolden  :  Reproduction  or  replacement  ? 

Holl:  Reproduction. 

Wolden:  You  don't  distinguish  between  replacement  or  reproduc- 
tion? 

Holl:  I  follow  in  that  Mr.  Pitman's  suggestion  that  because  we  do 
have  reproduction  available  on  utilities  and  we  do  not  have  detailed 
replacement  cost  ...  for  this  purpose  ...  we  keep  them  .  .  .  con- 
sider them  roughly  the  same.  It  is  true,  of  course,  that  reproduction 
costs  will  be  slightly  higher  than  the  replacement  cost. 

Wolden:  That  is  for  ratemaking  purposes  though.  This  is  not  .  .  . 
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Holl :  No.  No. 

Wolden :  I  mean  isn  't  your  example  based  upon  trying  to  figure  out 
a  rate  picture  ? 

Holl:  No,  not  at  all.  In  the  first  place  it's  not  ray  example;  it's  Mr. 
Chapman's  example.  In  the  second  place,  this  is  his  endeavor  to  show 
that  you  could  not  possibly  support  a  value,  that  vou  couldn't  sell  a 
utility  for  $2,730,000,000  if  you  had  earnings  of  only  $90,000,000— in 
other  words  based  on  a  lower  historical  cost. 

Wolden :  What  would  be  the  property  tax  picture  assuming  that  this 
particular  example  .  .  .  Pacific  Gas  &  Electric  Company  have  to  pay 
on  this  example  or  any  other  utility  .  .  . 

Coolidge :  Would  you  speak  into  the  microphone,  please  ? 

Wolden :  I  'm  sorry.  What  would  they  have  to  pay  in  property  taxes 
based  upon  your  example  in  favor  of  what  they  're  paying  today  ? 

Holl :  Depends  upon  their  assessment  level. 

Wolden:  Well,  I  mean  let's  assume  they're  50  percent. 

Holl :  This  value  is  about  50  percent  higher  than  the  value  .  .  . 

Wolden :  Well  let 's  take  50  percent  of  your  reproduction  cost  less 
depreciation.  How  much  would  they  have  to  pay  today  ?  I  mean  as  com- 
pared with  what  they  are  paying  now?  If  it  were  valued  like  common 
property  is  valued  ? 

Holl:  They  would  have  to  pay,  I  believe,  a  little  bit  less  than  .  .  . 
Broley  Travis  will  probably  check  me  on  this  ...  a  little  bit  less  than 
they  are  now  paying  on  the  assumption  that  they  are  now  paying  on 
the  50  percent  basis. 

Wolden:  What's  50  percent  of  the  $2,730,000,000?  Would  they  have 
to  pay  on  half  of  that  ? 

Holl:  Well  that  depends  upon  .  .  .  I'm  not  sure  I  understand  the 
purpose  of  your  question. 

Wolden :  I  think  Senator  Miller  ...  I  mean  when  ...  in  answer 
to  all  the  things  that  I  quoted  I  believe  were  true  .  .  .  that  you  asked 
me  the  questions  about.  I'm  only  trying  to  point  out  that  here  you 
have  .  .  .  you're  using  for  public  utilities  a  formula  designed  for  rate- 
making  purposes.  It's  very  obvious  from  Mr.  Chapman's  own  statement 
that  they  say  they  can't  afford  to  be  valued  or  pay  property  taxes  on 
the  formulas  used  for  common  propertj',  namely,  replacement  cost  less 
depreciation,  and  I  think  his  own  statement  bares  that  out,  and  that's 
the  point  I  was  trying  to  make.  I  think  that  certainly  the  common  prop- 
erty taxpayer  is  paying  certainly  as  much  as  the  utility.  Now  a  project 
used  for  ratemaking  purposes  which  is  the  formula  as  they're  used  by 
the  state  board  today  .  .  .  and  this  is  not  a  criticism  of  the  State 
Board  of  Equalization  .  .  . 

Miller :  All  right. 

Wolden :  Because  we  're  trying  to  get  levels  of  tax  burden  here.  We  're 
trying  to  reach  that  in  some  way,  somehow. 

Miller:  All  right,  now  let's  get  back  to  page  40. 

Wolden:  The  basis  of  these  approaches  is  the  evaluations  for  rate 
making  purposes  for  one  reason.  It  was  thought  that  public  utilities 
having  a  monopoly  should  be  controlled  as  to  their  earnings  and  these 
formulas  of  valuation  based  upon  a  return  using  historical  cost  and 
other  methods,  for  example,  were  so  that  the  returns  to  public  utilities 
should  not  be  unconscionable  profitwise,  but  nobody  has  ever  suggested 
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that  I  know  of  that  it  wouldn't  be  .  .  .  that  this  is  something  that  has 
to  be  used  for  property  tax  purposes.  And  when  you  refer  to  the  same 
extent  and  in  the  same  manner  as  far  as  I  know  the  utilities  say  well 
we  cannot  be  valued  on  the  same  basis.  "We  can't  take  a  replacement 
cost  basis.  This  the  assessors  do  not  understand.  Now  we  feel  in  our 
opinion,  our  little  assessment  is  mueli  higher  than  theirs.  Now  you  .  .  . 
this  of  course  goes  to  the  meat  of  the  problem.  That's  why  I  was  sug- 
gesting that  people  who  are  experts  in  this  matter  have  a  chance  to 
study  it  and  work  with  the  connnittee  appointed  by  your  committee. 

Miller:  I  see.  Now,  Mr.  AYolden,  back  on  page  41  again.  After  the 
period,  after  the  word  valuation  there  is  another  sentence.  There  would 
be  virtually  nothing  left  of  the  earnings  after  interest  payments  to 
support  the  stock  equity.  Based  upon  the  previous  statements  begin- 
ning in  the  paragraph  .  .  .  last  ])aragraph  on  40  and  ending  after 
the  word  equity.  Is  that  likewise  a  proper  conclusion  ? 

Wolden :  Senator  Miller,  based  on  this  submission  here  I  would 
assume  .  .  .  but  I  think  it  goes  to  prove  the  thing  I'm  saying  that 
they're  being  valued  on  a  much  lower  basis  than  other  property  tax- 
payers. 

Miller:  But  is  this  a  proper  conclusion?  I'm  trying  to  find  out  .  .  . 

Wolden :  I  would  assume  it  is.  I  have  no  evidence  one  way  or  the 
other. 

Miller :  No  evidence  that  it  isn  't  .  .  . 

Wolden :  But  I  assume  it  would  be. 

Miller :  Now  let  us  refer  back  to  your  remarks  just  prior  to  the  quo- 
tation quoting  the  material  on  page  40  and  your  remarks  subsequent 
to  the  quotation  on  page  40.  Would  you  mind  repeating  that  material 
please  for  the  benefit  of  the  committee? 

Wolden :  You  mean  prior  to  the  quotes  ?  Is  that  right  ? 

Miller:  Yeah.  Just  .  .  . 

Wolden :  In  his  report  on  utility  values  your  consulfant,  Mr.  Chap- 
man, perhaps  unwittingly,  has  pointed  to  the  real  reason  why  these 
utilities  are  assessed  at  a  lower  historical  cost  level  rather  than  the 
replacement  cost  less  depreciation  level  used  hy  local  assessors. 

Miller :  And  then  where  does  the  quoted  material  come  in  ? 

Wolden:  Right  after  that. 

Miller :  All  right.  Then  will  joii  read  what  you  read  after  the  quoted 
material?  What  you  said  after  the  quoted  material? 

Wolden :  Now,  Mr.  Chairman  and  members  of  this  committee,  is 
there  any  Member  of  the  Legislature,  is  there  any  person  or  group 
interested  in  arriving  at  an  objective,  equitable  solution  to  these  prob- 
lems, who  believes  that  our  tax  and  assessment  structure  should  be 
based  upon  the  support  of  the  stock  equity  of  the  Pacific  Gas  and  Elec- 
tric Company? 

Miller :  Now  how  does  this  paragraph  support  your  introduction 
and  your  conclusion?  That's  what  I  don't  understand.  Why  was  it 
thrown  in  there? 

Wolden:  AVell,  I  was  quoting  from  what  Mr.  Chapman  said  and 
I'm  using  his  quotes. 

Miller:  To  prove  what? 

Wolden :  He  says  a  test  of  using  Pacific  Gas  and  Electric  Company 
as  an  example,  Senator,  shows  that  the  present  earnings  could  not 
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finance  a  depreciated  reproduction  cost  valuation.  There  would  be  noth- 
ing left  of  the  earnings  after  interest  payments  to  support  the  stock 
equity.  Now  this  is  his  exact  language  and  obviously,  I  don't  think  this 
has  any  bearing  upon  the  level  of  property  taxes  or  of  assessed  values. 
And  to  twist  a  concept  for  rate  making  purposes  and  try  to  compare 
that  and  say  that  they  should  be  worrying  and  concerned  primarily 
about  stock  equity  rather  than  the  level  of  taxes  for  our  State.  It's 
unrealistic  .  .  . 

Miller :  Doesn  't  the  earnings  have  something  to  do  with  value  of  a 
utility? 

Wolden :  No  question  about  it.  But  it  shouldn  't  be  justification  for 
using  a  lower  historical  cost  and  then  saj^  that  they  cannot  pay  prop- 
erty taxes  on  a  replacement  cost — which  all  of  the  property  taxpaj^ers 
have  to  bear. 

Miller :  But  they  can 't  earn  monej'^  on  a  replacement  cost  ? 

Wolden :  They  haven 't  said  that. 

Miller :  I  say  that  .  .  . 

Wolden:  For  property  taxes.  Now  they're  mixing  up  rates  and  prop- 
erty taxes,  Senator. 

Miller :  Oh,  well  let  me  see  now.  Wait  a  minute  .  .  . 

Wolden:  That's  what  I  was  trying  to  reach.  We're  talking  about 
.  .  .  I'm  trying  to  talk  about  property  taxes.  They're  talking  about 
rates. 

Miller :  Yeah.  I  understand  that.  But  one  has  something  to  do  with 
the  other  though,  Russ. 

Wolden:  I've  been  trying  to  ask  ...  I  mean  .  .  .  what  would  be 
this  level  if  they  used  the  replacement  cost  picture?  Because  that's 
what  we're  using  and  that's  why  I  don't  think  that  there's  any  ques- 
tion but  that  the  common  property  is  assessed  .iust  as  high  as  the  utili- 
ties are  assessed. 

Miller:  Well,  Avhen  you  assess,  regardless  of  whatever  percentage  you 
may  be  applying,  you  're  interested  in  value,  aren  't  you  ? 

Wolden:  Yes.  But  our  values  are  based  on  the  replacement  cost 
of  the  structure  less  depreciation.  The  contention  is  made  that  the 
utilities  could  not  afford  to  have  the  same  standard  that  we  use  for 
other  property  taxpaj^ers.  Now  this  is  the  meat  of  the  thing,  in  my 
opinion. 

Miller:  But  that  isn't  my  contention.  I  don't  say  that. 

Wolden:  No,  not  you,  Senator,  I'm  talking  about  this  report. 

Miller :  I  didn  't  think  the  report  said  that. 

Holl :  Where  does  it  say  that,  Russ  ? 

Miller:  I  don't  understand  that,  Russ. 

Wolden:  I  think  we've  quoted  at  length.  I  mean  the  fact  that  you 
recognize  they  should  use  the  lower  ...  a  lower  cost  basis  for  utilities, 
namely,  historical  cost  and  the  contention  is  made,  I  think,  pretty 
directly  that  they  cannot  afford  to  absorb  the  replacement  cost  method 
which  we  use,  which  the  assessors  use.  Now  we've  advocated  for  a  long 
time  that  they  be  placed  on  the  same  basis  as  common  property  tax- 
payers .  .  . 

Holl  :Where  does  it  show  that  in  the  report  1  I  don 't  understand 
this  .  .  . 

Wolden :  Well,  this  is  a  quote  from  the  report. 
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Holl :  Huh  ? 

Wolden :  This  is  a  quote  from  the  report. 

Holl:  Well,  Where's  the  quote?  Quote  it  again. 

Wolden:  Oh  you  ...  I  mean  I've  read  the  page.  I  mean  Senator 
Miller  has  it. 

Miller:  You're  talking  about  the  bottom  of  40  and  the  top  of  41? 
That  one  paragraph  ? 

Wolden:  That's  right.  And  tlirougliout  1  tliink  you're  using  a  single 
historical  cost,  not  replacement  cost. 

Miller:  Should  be  what? 

Wolden :  Well,,  we  use  replacement  cost,  Senator,  and  historical  cost 
is  obviously  much  lower.  And  if  the  contention  is  made  that  they  cannot 
atford  to  pay  on  that  basis,  I  don't  know  why.  Then  certainly  they 
aren't  paying  as  much  as  common  property  is  paying. 

Holl:  Where's  the  contention  made  that  they  can't  atford  to  pay  on 
that  basis  ? 

Wolden :  I  asked  you  if  you  could  point  out  why  they  coidd  or  could 
not.  But  here  is  an  invitation  which  I  think  relates  to  rates  but  .  .  . 

Holl:  You  say  .  .  . 

Wolden:  But  there's  no  reason  in  the  world  that  they  shouldn't  be 
able  to  pay  like  other  properties  pay,  namely,  on  a  replacement  cost 
basis. 

Holl :  You  say  now,  Mr.  Wolden,  that  there  is  a  contention  in  the 
report  that  they  can't  pay  on  that  basis?  I  just  ask  you  where  you 
found  that  in  the  report. 

Wolden :  I  quoted  it  from  the  exact  language  of  the    .  .  . 

Holl :  Quote  it  again,  would  you  please. 

Wolden  :  ...  of  Mr.  Chapman. 

Holl :   Please  quote  it  again. 

Miller:  Well  it  doesn't  say  that  though,  Russ.  It  doesn't  say  that. 

Wolden:  Well  I  .  .  . 

Miller:  It  doesn't  say  it  to  me. 

Wolden:  I  don't  know  how  else  you  can  read  into  it  ...  I  mean 
anything  else.  But  the  contention  has  always  been  made  that  they 
couldn't  afford  to  pay  on  this  basis.  I  don't  believe  they  couldn't  afford 
to  pay  on  that  basis.  But  I  haven't  the  evidence.  I  think  it  could  be 
brought  out  by  a  group  that  they  could.  But  the  very  suggestion  that 
they  should  be  valued  on  a  lower  basis  than  other  people  is  right  here 
throughout  this  whole  report  and  they  have  never  been  willing  to 
accept  a  replacement  cost  basis  as  being  the  standard  for  their  assess- 
ments. 

Senator  Collier:  Mr.  Chairman. 

Coolidge :  Senator  Miller. 

Senator  Collier :  AVhat  Mr.  Wolden  is  saying  is  that  the  Board  of 
Equalization  and  the  public  utilities  have  always  used  the  historical  cost 
as  the  basis.  Then  on  the  other  hand  he's  saying  that  the  assessors  are 
using  the  replacement  cost.  But  those  facts  .  .  .  the  second  fact  doesn  't 
appear  in  the  report.  Then  he  goes  on  to  say  that  the  ...  if  they  use 
the  replacement  cost,  the  State  Board  of  Equalization,  then  the  rates 
would  be  up  and  they  could  pay  more  taxes  and  then  they  would  be 
comparable  to  the  common  property  and  the  same  practices  as  the 
county  assessors.  Is  that  what  you  're  trying  to  sav-  Russ  t 
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Woldeii:  I'm  trying  .  .  .  what  I'm  trying  to  .  .  . 

Senator  Collier :  Well  what  yon  're  saying  is  not  in  this  report,  Russ. 

Wolden :  What  I  'm  trying  to  say,  I  think,  is  through  this  report ; 
namely,  that  the  only  basis  in  the  report  for  assuming  utilities  are 
assessed  on  a  lower  basis  than  common  property  is  because  you  're  using 
a  rate  making  formula  based  upon  historical  cost.  Now  .  .  .  when  using 
replacement  costs  I'm  saying  that  certainly  the  values  that  are  placed 
upon  common  property  are  just  as  high  today  as  those  placed  upon 
utilities.  But  you've  got  an  entirely  ditferent  formula.  And  unless 
that's  recognized,  the  answer  has  to  be  bad. 

Senator  Collier:  No.  You're  assuming  something  .  .  .  I'm  afraid  that 
it  isn  't  in  the  report. 

Wolden:  Senator  ...  I  don't  .  .  . 

Senator  Collier:  I  think  that  you've  dwelt  so  long  in  your  own  mind 
upon  replacement  costs  that  you're  reading  into  the  report  that  .  .  . 
that  is  not  there. 

Wolden :  Senator,  they  explain  throughout  that  every  value  they  've 
made  on  utilities  .  .  .  Mr.  Chapman,  he's  used  historical  cost,  he  has 
not  used  replacement  cost. 

Senator  Collier:  Well  I  think  that's  correct  because  the  Board  of 
Equalization  and  P.  U.  C.  use  it. 

Miller :  Well,  Mr.  Chairman.  It  seems  to  me  that  we're  talking  around 
the  problem.  I  would  think  that  the  problem  is  one  of  value.  Isn't  that 
what  we  talk  about  in  the  constitution— value  ?  And  it  seemed  to  me  that 
what  this  report  was  attempting  to  show  .  .  .  that  the  value  of  a  public 
utility  was  a  reflection,  or  would  be  a  reflection  of  the  historical  costs 
less  depreciation,  because  to  do  otherwise  would  show  that  it  has  a 
1^  percent  or  2  percent  return.  Is  that  correct,  Mr.  IIoll,  or  am  I  still 
confused  ? 

Holl :  No.  That 's  very  correct. 

Miller :  Now  what  we  're  talking  about  is  value.  Now  we  heard  a  lot 
of  testimony  from  people  saying  that  you  could  not  value  .  .  .  put  a 
value  on  a  public  utility.  And  we  also  have  some  other  information  from 
our  staff  that  there  are  valuations  put  on  public  utilities  and  that 
they're  substantially  in  accordance  with  that  formula.  Am  I  still  right, 
Mr.  Holl  ? 

Holl:  That's  right. 

Miller :  And  that  before  you  talk  about  appraisal  methods  or  any- 
thing else,  it  seems  to  me  that  you've  got  to  establish  value  first.  And 
then  whether  you  apply  23  percent  or  50  percent  or  whatever  it  is,  it 
has  to  be  a  reflection  of  that  value. 

Wolden:  Senator  Miller,  I'm  talking  .  .  . 

Miller :  Is  that  true  or  am  I  still  off'  base  f 

Wolden:  I'm  talking  about  value  too.  Senator. 

Miller :  Is  that  true  ? 

Wolden:  And  I  know  you're  a  real  student  of  this  problem. 

Miller :  No.  I  'm  not — I  'm  not  sharp  on  this  .  .  . 

Wolden:  But  let's  .  .  . 

Miller :  That 's  why  I  hesitate  to  get  in  an  argument  with  you  about 
this. 

Wolden:  Let's  relate  historical  cost  to  the  common  property"  tax- 
payer. Let's  take  an  office  building.  I  mean  if  we  use  the  historical 


JOINT  INTERIM   COMMITTEE   ON  ASSESSMENT  PRACTICES  443 

cost  less  depreciation  what  kind  of  a  valuation  would  wc  have  on  it 
today  ? 

'Wri<j:ht :  What  kind  of  earnings  woidd  we  have? 

Wolden:  Now  I'm  sorry.  You  know  and  must  recognize  and  admit 
it,  I  think,  and  in  your  own  report  there's  no  question  that  historical 
cost  is  a  much  lower  starting  place  than  the  replacement  cost  picture. 
And  you  have  one  thing  for  rate  making  purposes.  I'm  not  quarreling 
with  it,  but  in  analyzing  the  problem  this  committee  must  recognize 
that  ju.stifiably  in  our  o])inion  we  feel  that  common  is  assessed  every 
bit  as  high  as  public  utility  property  and  you're  starting  with  an 
entirely  different  base  than  is  used  by  any  assessor  in  the  State  of 
California.  And  our  standard  procedures  .  .  .  and  we've  asked  that 
that  be  considered  many  times  .  .  .  we  work  from  a  replacement  cost 
basis.  And  so  far  ...  I  mean  the  utilities  as  far  as  I  know  have  not 
said  or  indicated  or  would  do  anything  but  raise  their  values  sub- 
stantially applying  the  same  methods  that  w^e  apply  in  valuing  other 
property. 

Miller :  Yeah,  but  Russ  T  still  don 't  understand  your  point  because 
what  you  have  to  find  first  is  value.  Right? 

Wolden :  Yes.  And  we  think  .  .  . 

Miller:  Then  all  the  other  .  .  .  excuse  me,  just  a  minute.  Let's  see 
if  I  can  get  this  idea  across.  I  don't  explain  it  very  well  and  I  admit 
it.  You  have  to  get  value  first,  no  matter  common  properties,  state- 
assessed  property,  whatever  property.  Value  is  the  thing  you  look  for 
and  I  think  that's  the  word  that's  mentioned  in  the  Constitution.  Now 
no  matter  what  you  apply  after  that  ...  I'm  not  sure  that  I  don't 
disagree  with  your  conclusions,  or  some  of  your  conclusions,  anyhow 
.  .  .  I  'm  not  sure  that  I  agree  with  this  report  in  its  entirety.  But 
it  seems  to  me  you've  got  to  arrive  at  value  first  then  you  apply  these 
other  formulae  which,  apparently,  there's  a  difference  between  the 
individual  formula.  There's  a  difference.  But  value  shouldn't  change 
no  matter  what  you  appl.y  to  it.  Should  it  ? 

Wolden:  Well  I  believe  that  value  shouldn't  change.  That's  why 
I'm  making  such  a  point  of  this.  In  other  words,  we  wouldn't  be  doing 
our  job  as  assessors  if  because  one  building  was  built  in  1910  and 
another  was  built  in  1940  .  .  .  identical  buildings  .  .  .  we'd  take  the 
replacement  cost  less  depreciation.  We  wouldn't  take  a  historical  cost 
just  because  you  happened  to  build  in  some  year  in  which  you  could 
build  very  cheaply.  And  obviously  the  further  back  you  go,  the  less 
value  you  have. 

Miller:  Yeah. 

Wolden :  Now  we  couldn  't  justify  that  kind  of  approach  to  value 
at  all.  And  when  w^e're  reaching  value  our  starting  point  conditioned 
by  all  of  the  factors  of  value,  then  our  starting  point  has  to  be  the 
replacement  cost  of  that  structure.  This  is  it.  Now  all  we're  asking  for 
.  .  .  we're  not  asking  as  such  but  in  judging  the  levels  between  utili- 
ties and  common  property  that  this  committee  have  this  very  much  in 
mind  .  .  .  that  they're  starting  on  an  entirely  different  and  much 
lower  level  than  the  assessors  are  starting  with.  And  so  far  ...  I 
mean  .  .  .  there's  been  no  attempt  to  say  well,  they  should  be  assessed 
on  a  replacement  cost  basis  less  depreciation.  Well  this  is  what  we  do 
and  obviously  this  report  will  give  you  an  erroneous  idea  of  the  rela- 


444  JOINT  INTERIM   COMMITTEE   ON  ASSESSMENT  PRACTICES 

tionship  betAveeu  utilities  and  common  property  because  the  basis  is 
one  we  use  for  rate  making  purposes  .  .  . 

Miller:  That  I  understand  .  .  . 

Wolden:  Which  has  nothing  to  do  Avith  property  taxes  .  .  . 

Miller:  Except  that  it  reflects  if  earnings  ...  if  earnings  are  re- 
flected therefrom  .  .  . 

Wolden :  If  you  follow  making  a  mandate  of  the  Constitution  .  .  . 

Miller:  You  said  it  had  nothing  to  do — it  has  something  to  do, 
doesn  "t  it  ? 

Wolden:  I  wouldn't  say  it  has  nothing  to  do  obviously — I  apologize. 

Miller :  Yes,  but  3^ou  did  say  that  and  now  I,  I  .  .  . 

Wolden :  I  apologize,  of  course  it  has  something  to  do,  but  the  con- 
stitutional mandate  to  the  same  in  extent  and  in  the  same  manner  which 
the  utilities  are  complaining  about  is  a  thing  that  common  property 
taxpayers  should  be  complaining  about  because  a  different  basis  is  being 
used  to  value  public  utility  property. 

Miller :  Now,  jou  do,  in  fact,  adjust,  despite  your  formula  ...  of 
...  as  I  understand  it  of  replacement  cost  less  depreciation,  that's 
your  starting  point  .  .  . 

Wolden :  Right,  right. 

Miller:  On  determining  value.  You  do,  in  fact,  adjust,  make  adjust- 
ments based  upon  earnings  or  use  of  a  particular  structure,  right  ?  You 
do  them  every  day. 

Wolden :  That    .  .  .  that  would  go  to  obsolescence  problems  then. 

Miller :  Well — obsolescence  may  be  one  of  the  reasons  given,  but  if 
you  listen  to  appeals,  leastwise,  on  the  basis  of  earnings,  right  ? 

Wolden:  I'm  not  trying  to  confuse  this — it  would  go  to  the  obso- 
lescence factor  and  the  structure — because  obviously  we  are  not  going 
to  value  management. 

Miller:  No,  no.  So  if  there's  no  .  .  .  if  the  earning  potential  of  an 
old  structure  is  not  as  good  even  though  as  expensive  to  start  out  with, 
you  do  in  fact,  adjust? 

Wolden:  That's  right. 

Miller:  Then  as  I  understand  it,  it's  what  is  contemplated  here. 

Wolden:  But  we  are  adjusting  from  a  much  higher  point.  This  line 
down  here,  we're  starting  up  here. 

Miller:  I  understand,  but  they're  talking  about  an  adjustment.  This 
report,  as  I  see  it,  talks  about  earnings  as  substantiation  of  the  value 
of  a  particular  utilitv  .  .  . 

Wolden :  I,  I  .  .  . ' 

Miller :  You,  in  j^our  procedures,  as  I  understand  them,  you  are  con- 
cerned with  earnings  of  a  particular  structure,  in  many  instances,  com- 
mercial and  industrial,  right? 

Wolden:  Well,  there's  no  question  about  it. 

]\Iiller :  If  you  were  to  take  the  recently  razed  Monkey  Block,  for 
example,  which  cost  a  whole  lot  of  money  when  it  was  built,  and  then 
you  .  .  .  how  would  you  apply  it  .  .  .  j^ou'd  apply  the  depreciated 
value,  you  would  have  about  nothing,  right? 

Wolden :  No,  we  would  still  have  a  .  .  .  you  see,  Ave  would  still  have 
a  remaining  life  picture,  and  then  we  w'ould  have  a  much  higher  picture 
than  this  approach.  You  see,  this  approach  is  all  right  in  establishing 
a  rate  for  utilities — it  was  .  .  .  devised  in  the  public  interest,  and  to 
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safeguard  the  public,  I  mean  for  rate  making  purposes,  and  those 
purposes  alone — but  you  cannot  say  that  the  utility  assessments  are 
up  here,  up  .  .  .  way  up  above  the  common  property  taxpayer,  be- 
cause they  just  aren't  if  you  use  the  same  approach. 

Miller:  Well,  could  we  stay  with  the  Monkey  lUock  for  just  a 
minute?  What  happened,  there,  now,  the  remaining  life  of  the  structure 
— this  last  appraisal — was  either  nil  or  very  limited. 

Wolden :  Senator,  it  would  have  .  .  . 

Miller :  But  it  could  have  some  earning  capacity,  right  ? 

Wolden:  It  would,  w^e  wouldn't  ...  it  is  not  an  income  .  .  .  prop- 
erty tax  is  not  an  income  tax,  as  you  know,  and  we  would  still  have 
substan  .  .  .  substantial  value  on  the  structure,  I  mean,  it  wouldn't 
be  w'ipecl  out  because  it  was  old,  I  mean,  if  it  was  unsafe,  I  mean,  or 
it  couldn't  be  rented,  I  mean,  yes,  but  .  .  .  that  would  have  had  a 
considerable  value  on  it,  because  as  long  as  it  could  be  used,  which 
it  was  being  used.  In  other  words  they're  tearing  down  a  structure  to 
improve  it,  and  add  a  more  valuable  structure  that's  all  that  happens. 

Miller:  But  depreciated  value  very  little? 

Wolden:  No,  it  wouldn't  be  too  little,  I  mean,  because  as  long  as 
that  .  .  . 

Miller :  How  do  you  keep  .  .  .  this  .  .  . 

Wolden :  In  other  words,  let 's  take,  let 's  take,  an  old,  an  old  build- 
ing, the  Chronicle  Building  in  San  Francisco. 

Miller :  No,  let 's  not  fool  with  the  Chronicle  Building. 

Wolden:  I  mean,  it's  all  right — you  have  a  very  old  building,  it 
still  has  a  lot  of  value. 

Miller:  Ah,  but  they're  very  fine — let's  stick  with  the  Monkey  Block. 

Wolden:  It's  the  same  problem. 

Miller :  No,  use  any  example  you  want.  But  there  again,  you  do  take 
into  consideration  those  factors. 

Wolden:  No  question  about  it,  we  would  want  the  State  Board  in 
valuing  the  utilities  to  take  in  those  factors.  But  they're  starting  at 
a  much  lower  level  than  we  are. 

Miller:  I  see  .  .  . 

Wolden :  I  think  the}^  have  to  .  .  . 

Miller :  You  both  have  the  right  to  .  .  . 

Wolden:  They're  taking  historical  costs,  we're  taking  replacement 
costs  as  of  today. 

Miller :  But  you  do  admit  that  you  have  .  .  .  both  have  a  right  to 
adjust  based  upon  income  .  .  . 

Wolden:  You  must  ...  it  wouldn't  be  realistic.  The  highest  value 
you  can  get  of  the  value  of  a  building  is  the  replacement  cost.  So 
obviously  every  other  factor  .  .  .  value  would  go  to  diminish  that — • 
that  is  the  highest  value  on  a  building  that  you  can  have. 

Miller :  Well,  then,  page  40  and  41  is  not  without  merit.  It  only 
proves  that  they  started  at  the  right  place. 

Wolden :  Well,  I  think  it  proves,  Senator,  the  fact  that  they  are  being 
valued  on  a  different  basis  than  common  property  is  being  valued. 
That's  all. 

Miller :  But  it  doesn  't  .  .  . 

Wolden :  That 's  why  I  assume  that  all  these  things  that  he  says  are 
true. 
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Miller :  All  ripiit,  but  .  .  .  but  that  does  not  mean  that  one  is  not  a 
true  value  and  the  other  is  a  true  value,  does  it? 

Wolden:  Oh,  I  think  this  approach  for  rating-  making  purposes  is 
perfectly  sound,  but  I  think  for  property  tax  purposes  .  .  ,  keeping 
in  mind  that  other  property  is  assessed  at  a  higher  level,  certainly  is  not. 

Miller :  For,  for  assessing  purposes  ?  Right  ? 

Wolden:  I  say  I  don't  think  that  this  approach  .  .  . 

Miller:  We  have  that  friendly  witness  adverse  to  this — it  goes  on 
everywhere  .  .  .   (laughter)   .  .  .  but  .  .  . 

Wolden :  In  other  words,  in  my  opinion,  they  are  being  valued  at  a 
much  lower  basis  than  common  property  is  being  valued. 

Miller :  As  a  procedural  thing  .  .  . 

Wolden :  I  think  the  approach  for  rate  making  purposes  is  all  right, 
but  if  you're  going  to  analyze  the  level  of  assessments  between  the 
two,  if  this  is  what  we're  talking  about,  or  the  level  of  value,  or  what 
you  will,  the  committee  has  to  keep  in  mind  that  so  far,  as  I  know,  the 
assessors  are  all  valuing  on  a  replacement  cost  basis,  and  these  are 
being  valued  on  a  much  lower  .  .  .  approach  to  value  .  .  . 

Miller :  That  I  understand  .  .  . 

Wolden:  That's  all  .  .  . 

Miller :  That  I  understand. 

Coolidge:  Mr.  Wright? 

Wright:  Mr.  Wolden  .  .  .  Mr.  Wolden  .  .  .  having  decided  that  .  .  . 
the  value  of  Pacific  Gas  &  Electric  Company  should  be  somewhere  close 
to  ...  depreciated  reproduction  cost,  which  is  .  .  .  the  example  we 
have  here  is  $2,730,000,000,  that's  the  number  on  the  chart  there  .  .  . 
you  and  some  of  your  associates  decide  to  form  a  corporation  to  take 
over  P.  G.  and  E.  Could  you  go  out  and  sell  the  stock  .  .  .  necessary 
to  raise  $2,730,000,000  to  take  over  the  corporation? 

Wolden :  Could  I  ? 

Wright:  Could  you? 

Wolden :  I  don 't  know  that  I  .  .  . 

Wright:  With   1.86. 

Wolden :  I  don 't  know  .  .  . 

Wright:  With  1.86  percent  return  on  the  stock. 

Wolden :  I  don 't  know  that,  I  don 't  know  that  I  could. 

Wright :  Could  anyone  ? 

Wolden :  I  don 't  know  that  it  has  a  great  deal  to  do  with  an  assess- 
ment for  property  tax  purposes,  either. 

Wright :  Could  you  find  any  broker  that  would  be  capable  of  selling 
stock  at  a  1.86  percent  return? 

Wolden :  I  will  ...  go  back  again  to  the  beginning.  You  are  talking 
about  rate  making,  not  property  taxes. 

Wright:  No,  I'm  not — I'm  not  ...  I'm  talking  about  the  market 
value  of  property. 

Wolden:  And  actually  I  don't  know  what  even  the  property  taxes 
would  be  under  your  .  .  .  under  your  theoretical  question  .  .  .  that's 
why  I  asked  if  you  had  ever  worked  it  out  that  way  .  .  . 

Wright :  This  is  not  a  theoretical  question,  Mr.  Wolden. 

Wolden:  But  I  don't  know  ...  I  don't  know  what  effect  paying 
propertj^  taxes  like  common  property  taxpayers  pay  their  taxes  would 
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have  on  the  P.  G.  and  E. — I  don't  know.  All  I  do,  is,  I  don't  feel  that 
they  are  paying  them  now. 

Wright :  We  are  solely  interested  right  now  in  discovering  what  tlie 
market  value  of  a  utility  such  as  P.  G.  and  E.  is  .  .  . 

Wolden:  We're  interested  I  think  .  .  . 

Wright:  Could  you  market  P.  G.  and  E.  for  $2,730,000,000? 

Wolden:  I  think  we're  interested  in  the  same  things  .  .  .  which  is 
whether  their  fair  share  of  property  taxes,  the  same  extent,  and  the 
same  manner  as  other  property  is  assessed  and  valued  and  taxed  and  I 
think  that's  the  concern  of  this  committee  and  I  don't  think  it  has 
anything  to  do  with  ,  ,  .  with  an  approach  for  rate  making  purposes. 

Wright:  We're  not  talking  about  rate  making  purposes  .  .  . 

Wolden:  Oh,  I  think  that's  what  it  reverts  to  .  .  . 

Wright:  We're  talking  about  finding  the  market  value  of  the  prop- 
erty .  .  . 

Wolden :  The  full  cash  value  .  .  . 

Wright :  I  would  like  to  point  out  how  we  would  find  it. 

Wolden:  The  full  cash  value  of  the  property  I  don't  think  .  .  .  you 
and  I  could  decide  that  offhand  at  this  moment  .  .  .  I  .  .  .  I  just  don't 
know. 

Miller :  Mr.  Chairman,  I  think  it 's  becoming  obvious  that  the  witness 
is  talking  about  procedures  and  formulae  for  rate  making  purposes  and 
for  appraisal  purposes  and  we're  trying  to  talk  value,  which  is  what 
the  constitution  talks  about. 

Coolidge :  That's  correct. 

Wolden :  Senator,  I  'm  trying  to  talk  about  full  cash  value  and  the 
approach  to  it.  Now  we  have  a  replacement  cost  approach  which  I 
think  is  sound  .  .  . 

Miller :  Now,  Mr.  Wolden  .  .  . 

AVolden :  Well,  that 's  been  adopted  .  .  . 

Miller :  All  right  ...  let  me  interrupt  .  .  .  for  just  a  moment  .  .  . 
do  you  think  that  full  cash  value  of  a  utility  is  that  value  which  will 
produce  a  return  of  1.86  percent? 

Wolden:  Now  wait  a  minute,  this  is  not  .  .  .  they  haven't  thrown 
property  tax  pictures  into  this  .  .  .  this  isn't  that  type  of  analysis, 
Senator,  at  all  .  .  .  it's  not  that  type  of  analysis,  and  that's  one  reason 
why  I  think  the  committee  of  advisers  could  do  a  lot  working  with  .  .  . 
with  your  committee.  This  is- not,  I  mean  this  is  a  .  .  .  this  is  a  ...  an 
attempt  to  justifying  a  story  that's  being  told,  but  this  is  not  the 
answer.  This  chart  isn't  the  answer  at  all. 

Miller :  But  if  that  chart  .  .  . 

Wolden :  They  haven 't  shown  even  any  property  taxes  in  this  thing. 

Miller :  But  if  that  ...  if  that  chart  were  accurate  ...  if  the  chart 
were  accurate,  you  couldn't  call  the  value  of  that  utility,  that  value 
which  will  ultimately  reflect  in  a  return  on  the  investment  under  present 
operations  of  this  particular  company  .  .  .  justified  as  a  value  where  it 
returns  a  1.86  percent  return  on  investment. 

Wolden :  Senator,  they  are  showing  you  a  picture  here  that  is  pri- 
marily affecting  rate  .  .  .  results,  this  is  not  a  picture  where  they're 
showing  you  how  much  property  taxes  they  would  pay  .  .  . 

Miller  ■  But  on  the  ...  ' 
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Wolden:  But  this  is  a  .  .  .  this  is  a  question  where  they're  saying 
yon 're  guaranteed  a  certain  return  based  upon  a  loAver  valuation  for 
one  purpose,  therefore  you  should  have  to  use  that  credit  for  property 
tax  ...  I  think  this  is  a  .  .  . 

Miller:  No,  no  one  says  that  ...  we  don't  say  that  and  I  don't  find 

Wolden:  This  .  .  .  this  picture  does  not  demonstrate  the  property 
tax  story  at  all.  This  is  not  a  diagram  that  tells  you  the  property  tax 
story.  And  the  only  way  you  could  do  that  would  be  to  take  specific 
examples  and  do  it — facts  and  figures  .  .  . 

Miller:  We  understand  that  very  carefully,  but  tliat's  not  what  it's 
proposed  to  do — that's  what  you  keep  commenting  on  it  about,  that's 
not  the  proposal  at  all — we're  still  talking  about  value. 

Wolden :  We  could  take  ...  we  could  ...  we  're  talking  about  value, 
and  in  the  commonly  accepted  valuation  of  structures  is  replacement 
cost  less  depreciation  for  all  assessment  purposes. 

Senator  Collier :  Mr.  Chairman.  We  could  go  on  all  day  .  .  .  and  for 
weeks  .  .  .  talking  about  procedures  and  so  forth  and  .  .  .  this  discus- 
sion has  been  going  on — so  therefore  I'm  going  to  make  a  motion,  and 
under  the  powers  conferred  to  the  committee  by  Senate  Concurrent 
Resolution  No.  92,  Chapter  336,  that  the  chairman  be  authorized  to 
subpoena  the  records  of  the  County  of  Siskiyou  and  ...  in  reference  to 
certain  code  areas,  and  to  subpoena  the  records  of  the  board  .  .  .  State 
Board  of  Equalization  and  ask  .  .  .  and  subpoena  the  county  assessor, 
Mr.  Taylor,  and  the  chairman  of  the  Board  of  Equalization  in  reference 
to  code  area  7-00  in  Siskivon  Countv  .  .  .  assessor's  parcel  numbers 
54-193-23,  54-29-12,  53-36-4,  53-26-14,'  and  have  .  .  .  have  .  .  .  the  as- 
sessor of  the  County  of  Siskiyou  and  the  chairman  of  the  Board  of 
Equalization  produce  these  records,  together  with  their  staff  and  demon- 
strate to  the  committee  what,  how,  and  why  they  arrived  at  the  valua- 
tions both  as  to  their  real,  and,  and,  personalty  to  this  committee  so  the 
committee  might  observe  .  .  .  as  to  .  .  .  what  the  procedures  are  to 
arrive  at  these  conclusions.  Now,  as  a  statement  of  support  thereof,  the 
reason  I  am  choosing  these  parcels  is  that  these  parcels  have  heretofore 
been  upon  the  operative  roll  produced  by  the  State  Board  of  Equaliza- 
tion for  the  County  of  Siskiyou  and  because  of  their  sale  by  a  public 
utility  are  now  upon  the  common  taxpayer  roll  of  the  County  of  Siski- 
you. They  are  small,  and  are  not  too  complicated  and  I  think  that  they 
will  demonstrate  as  to  procedure — -therefore,  I  move  that  this  .  .  .  mo- 
tion be  adopted. 

Coolidge :  Well,  you"ve  heard  the  motion  by  Senator  Collier.  I  .  .  . 
see  no  particular  objection  to  this  sort  of  a  move.  I'll  call  for  the  ciues- 
tion.  All  in  favor  ?  ( General  ayes. ) 

Coolidge:  Contrary  minded?  (No  answer.) 

Coolidge :  All  right,  that  will  be  the  order.  Staff  will  make  notations 
of  the  ...  of  the  motion  and  will  proceed  with  the  serving  the  notices 
and  providing  the  time  for  these  matters  to  be  brought  before  the  com- 
mittee. Mr.  Wolden  ?  Mr.  Bradley  and  then  Mr.  Collier. 

Bradley :  Mr  Chairman  and  Mr  Wolden  .  .  .  you  have  a  copy  of  this 
report  .  .  .  would  you  turn  to  page  37?  .  .  .  near  the  .  .  .  oh,  about 
one-third  of  the  way  down  right  after  this  quotation  from  .  .  .  that  he 
has  there  ...  he  states  this  .  .  .  the  value  evidences  emploj^ed  by  us  in 
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makin«;'  appraisals  of  California  utilities  for  this  report  have  already 
been  set  forth.  Reproduction  cost  new  less  depreciation  was  not  in- 
eluded.  In  this  respect  we  differ  from  the  Board  of  Equalization  in  the 
board's  recently  completed  Public  TTtility  Manual,  Section  241,  pa^^e  1, 
it  states  that  reproduction  cost  new  less  depreciation  is  p'iven  considera- 
tion. The  values  it  finds,  however,  indicate  that  the  reproduction  cost 
new  less  depreciation  is  given  only  minor  weight.  Now,  this  whole 
chapter  of  5,  beginning  on  page  36,  and  coming  on  through  37,  38,  39, 
40  and  41  is  a  discussion  by  the  expert  employed  by  the  committee  as  to 
why  in  his  opinion,  you  cannot  use  reproduction  cost  new  less  deprecia- 
tion in  determining  values. 

Wolden:  Well,  the  mere  .  .  .  the  mere  fact  that  he  advocates  it,  or 
says  it  doesn't  make  it  true,  and  ...  I  can  only  point  out  to  the 
committee  that  ...  he's  starting  at  a  much  lower  point,  and  I  think 
that  common  property  is  assessed  higher,  and  ...I.  ..I.  ..I 
think  this  approach  ... 

Bradley:  Well,  Mr.  Wolden  .  .  . 

Wolden  :  Is  fine  for  rate  making  purposes  but  not  for  assessments 

°^adley:  All  right,  but  if  Mr.  Chapman  is  an  expert  and  he  gives 
an  authority  here,  he  quotes  that  Dr.  James  C.  Bonbright,  Professor 
of  Finance  at  Columbia  University,  as  .  .  .  his  authority,  if  it  is  the 
fact  that  you  cannot  use  .  .  .  reproduction  costs  new  less  depreciation 
for  determining  the  value  of  electric,  gas,  telephone  or  water  utility 
properties,  what  is  the  point  of  saying  that  they  are  starting  lower 
...  if  you  can't  use  the  system  regardless. 

Wolden:  There  is  no  reason  in  the  world  you  can't  use  the  system — 
he  is  still  talking  about  rate  making  purposes. 

Bradley :  In  other  words,  you  don 't  agree  that  you  .  .  .  but  that  you 
can  use,  reproduction  costs. 

Wolden :  Replacement  costs — no  question  about  it,  no  question. 

Bradley :  Well,  that  .  .  .  that  I  think  boils  it  down  to  the  issue  .  .  . 
I  mean,  there's  .  .  .  there  is  a  flat  contradiction  of  fact  here,  you  say 
one  thing  and  the  expert  says  another  .  .  .  now,  that's  a  .  .  .  that's  a 
matter  of  fact  for  this  committee  to  determine. 

Coolidge:  Mr.  Holl,  then  Mr.  Collier. 

Bradley:  ...  of  course,  I  must  say  one  more  thing  ...  I  might 
say.  My.  Wolden,  that  on  page  40  or  41,  what  the  .  .  .  what  Mr. 
Chapman  is  doing  is  snmmarizing  the  reasons  why  he  therefore  believes 
that  you  can't  use  this  basis,  and  I  don't  think,  I  disagree  with  yoii 
completely  when  you  say  that  this  summary  on  page  40  and  41  then  is 
connected  with  rates,  I  think  it's  just  a  continuation  of  his  discussion 
beginning  on  page  36  on  the  general  question  of  should  depreciated 
cost  of  reproduction  be  used  as  a  test  of  market  value  in  appraisal  of 
utility  properties,  and  it  goes  into  that  and  into  this  reproduction  cost 
new  less  depreciation  ... 

AA^olden:  Mr.  Bradley  this  is  the  real  ])roblem  in  your  ascertaining 
the  level  and  what  happens  between  utilities  and  common  property 
taxpayers.  This  is  the  real  .  .  .  and  it  isn't  enough  .  .  .  simply  to 
have  one  expert  say  well  he  likes  this  formula  ...  it's  used  for  rate 
making  purposes  and  then  tie  it  into  a  .  .  .  into  a  higher  formula  used 
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by  the  assessors  .  .  .  and  this  is  what  I'm  trying  to  point  out  to  the 
committee  ...  it  really  needs  a  lot  of  study. 

Bradley:  He  doesn't  though,  I  ...  I  ....  I  (laughter)  must  dis- 
agree with  you,  he  doesn  't  use  this  as  a  basis  for  determining  why  .  .  . 
or  .  .  .  or  .  .  .  determining  that  this  should  be  used  for  rate  making 
purposes  .  .  . 

Wolden:  No. 

Bradley :  He  merely  points  out  in  this  example  that  lie  gives  here 
why  reproduction  cost  ucav  less  depreciation  was  not  used  in  this  report. 
Again  on  page  37  he  says  ' '  our  reason  for  discarding  reproduction  cost 
new  less  depreciation  as  a  test  of  market  value"  ...  he's  not  talking 
about  rates  .  .  .  he's  talking  about  market  value  .  .  . 

Wolden :  He  should  talk  about  full  cash  value,  too,  rather  than  market 
A'alue  .  .  .  while  he  mentions  it,  because  that's  still  what's  said  even 
though  this  consultants'  report  wants  to  change  it  in  the  constitu- 
tion .  .  . 

Bradley :  He  gives  us  .  .  . 

Wolden :  But  he  should  talk  full  cash  value. 

Bradley:  He  gives  as  his  first  reason:  "  (1)  in  practically  every  case 
a  prospective  purchaser  of  a  closely  regulated  utility  could  not  finance 
a  TDurchase  on  that  basis.  (2)  That  the  California  Public  Utilities  Com- 
mission allows,  as  a  maximum,  rates  of  return  for  electric,  gas  and  tele- 
phone utilities  based  upon  a  reasonable  return  on  depreciated  historical 
or  original  cost.  The  ceiling  thus  imposed  upon  rates  is  responsible  for 
the  statement  of  reason  number  one.  In  the  ensuing  discussion  we  will 
use  specific  illustrations  to  show  the  logic  of  these  conclusions."  So 
that  I  just  don't  think  that  it's  correct.  I  mean,  proper  .  .  .  let's  put 
it  this  way,  for  you  to  take  the  .  .  .  the  two  paragraphs  on  page  40 
and  its  continuation  at  top  of  page  41  as  a  ...  as  a  complete  conclusion 
without  takinsr  the  rest  of  this  chapter,  which  .  .  . 

Wolden :  Well,  the  whole  chapter  .  .  . 

Coolidge :  AA^ell,  Mr.  Bradley,  that's  the  same  statement  that  Senator 
IMiller  made,  and  that  you've  made  and  so  we'll  let  that  go  at  this  time. 
Mr.  IIoll.  do  you  have  a  question  you  wanted  to  ask?  Then  Mr.  Collier. 

Holl :  Mr.  Wolden  .  .  .  what  evidences  would  you  use  in  valuing  a 
public  utility? 

Wolden :  Well,  I  think  it  was  very  clear  what  we  used  as  a  primary 
basis,  I  mean,  what  you've  seen  the  submissions  I  know,  from  the 
assessors  committee,  even  though  I  don't  knoAv  whether  the  committee 
has  seen  them,  but  I  know  you  have  .  .  .  saying  that  we  want  a  re- 
placement cost  basis  for  structures  less  depreciation  .  .  .  that's  our 
primary  point.  And  I  think  it's  been  .  .  .  been  .  .  .  submitted  to 
you  many  times. 

Holl :  In  other  words,  you  believe  that  the  State  should  value  public 
utilities  on  a  reproduction  cost  less  depreciation  or  replacement  cost 
less  depreciation  basis. 

Wolden:  Replacement  cost  less  depreciation. 

Holl :  Exclusively  1  .  .  .  exclusively  ? 

Wolden :  We  .  .  .  you  condition  all  values  as  you  know  by  every 
other  factor  of  valuation. 

IIoll :  Well,  it 's  a  question  .  .  . 
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Wolden:  It's  a  simple  formula,  as  you  aware  .  .  .  are  very  well 
aware  of  .  .  .  in  approach,  but  we  have  asked  for  this  approach  in 
order  to  make  comparisons.  Now  if  you  want  to  say  that  the  levels  you 
think — even  regardless  of  the  two  different  approaches  to  value — are 
comparable,  that's  one  thing,  but  I  mean,  to  use  .  .  .  this  particular 
approach,  which  is  completely  contrary,  and  not  as  high  as  the  assessors' 
approach  and  say  this  is  a  justification  for  saying  that  the  utility  values 
are  higher— certainly  leads  to  false  and  erroneous  conclusions. 

Holl:  Now,  you've  answered  the  question  so  completely  that  I  lost 
track  of  it  .  .  .  what  evidences  would  jow  use  in  valuing  a  public 
utility?  Let  me  repeat  it  .  .  . 

Wolden :  We  '11  use  every  evidence  of  value  that  you  have  in  here, 
plus  .  .  . 

Senator  Collier:  The  question  in  my  mind  is  whether  this  man  is 
competent  to  answer  the  question  .  .  .  because  .  .  .  let's  ask  a  little 
bit  of  his  background  here  first.  Have  you  ever  assessed  a  public  utility  ? 

Wolden :  I  think  we  have  appraised  .  .  .  can  value  .  .  .  can  value 
public  utilities — I'm  sure  we  have — because  I  mean  ...  a  matter  of 
fact  .  .  . 

Senator  Collier.-  You're  the  type  of  witness  that  wants  to  talk  on 
and  on  .  .  .  wdll  you  kindly  answer  the  question  .  .  . 

Wolden :  I  mean  .  .  .  you  mean  because  .  .  . 

Cooliclge :  Have  you  ever  appraised  a  public  utility  was  the  ques- 
tion, Mr.  Wolden. 

Senator  Collier :  But  what  I  want  to  ask  you  .  .  .  will  you  tell  me 
what  years  that  you  have  evaluated  or  appraised  public  utilities. 

Wolden:  You  mean  .  .  . 

Senator  Collier :  I  'd  like  to  get  some  background. 

Wolden:  I  personally  do  not  make  appraisals  as  such,  though  I  sit 
...  in  judgment  on  appraisals  after  the  facts  are  presented. 

Senator  Collier :  But  as  a  county  official,  do  you  appraise  public 
utilities  ? 

Wolden :  As  a  county  assessor.  No  we  don 't  obviously  .  .  .  haven 't 
had  public  .  .  .  public  utilities  to  value. 

Senator  Collier :  I  don 't  know  whether  the  witness  is  competent  to 
answer  the  questions. 

Holl :  Well,  you  've  raised  the  question  because  apparently  Mr. 
Wolden  has  not  appraised  public  utilities,  whether  or  not  he  is  compe- 
tent to  do  so.  But  nevertheless  whether  he  is  competent,  he  is  making 
conclusions  from  it,  and  I'm  inquiring  what  evidences  he  would  use 
and  he  has  said  that  he  would  use  reproduction  cost  or  replacement 
cost  depreciated  as  one  .  .  .  what  other  evidences  would  you  use? 

Wolden :  AVe  would  take  in  every  factor,  that  you  have  taken  into, 
may  be  more.  I  think  we  would.  I  think  we  normally  do.  I  feel  that  our 
appraisals  are  more  exact  than  anything  that's  been  submitted  here 
.  .  .  there's  more  factors  involved. 

Holl :  Well  now,  would  you  do  that  in  a  public  utility  ? 

Wolden :  Of  course  we  would. 

Holl :  Would  you  use  capitalized  income  ? 

Wolden :  But  we  would  use  .  .  .  use  a  higher  basis  going  in. 

Holl :  Would  you  use  cap  .  .  . 
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Wolden:  We  would  capitalize  it,  we  would  use  every  approaeli  that 
there  is  to  value  .  .  . 

Holl:  Stock  and  debt,  for  example?  That  Mr.  Chapman  uses? 

Wolden :  We  would  consider  everything  that  there  is— I  mean,  you 
know  that  we  do  that  today. 

Holl:  Have  you  ever  tried  to  apply  that  to  any  of  the  utilities 
that  .  .  . 

Wolden :  We  'd  be  very  happy  .  .  . 

Coolidge:  Will  you  answer  his  question,  Mr.  Wolden,  as  he  asks 
them,  please? 

Holl:  Have  you  ever  tried  to  apply  that  to  any  utilities  that  Mr. 
Chapman  put  figures  about  in  the  back  of  his  report?  P.  G.  &  E.,  for 
example  ? 

Wolden :  AVe  have  some  ideas  on  it — that 's  why  I  think  there  should 
be  a  study. 

Holl:  Whv  don't  we  go  through  that — and  you  tell  us  what  you 
think  P.  G.  &  E.  is  .  .  .  the  value  is? 

Wolden  :  We  'd  be  very  happy- — we  'd  be  very  happy.  I  've  asked  that 
we  have  a  committee  to  advise  this  committee — I  mean  not  the  con- 
sultants and  I  think  we  could  present  a  very  good  picture. 

Coolidge :  AVell,  we  .  .  .  may  I  ask  you  this  question ;  you  stated 
awhile  ago,  that  since  1938  you  and  others  had  been  working  hard  on 
this  problem — have  you  ever  come  up  with  any  answers  in  20  years 
or  tried  to  find  the  answers? 

Wolden :  We  have  made  many  such  .  .  .  Mr.  Coolidge. 

Coolidge :  If  so,  where  did  you  find  the  answers  ? 

Wolden:  We  have  submitted  many  .  .  .  many  bills,  many  attempts 
at  the  solution  of  this  problem  .  .  . 

Coolidge :  Have  you  ever  made  a  recommendation  .  .  . 

Wolden :  And  we  have  made  .  .  . 

Coolidge :  Well,  just  a  minute,  pardon  me,  please  .  .  .  Have  you 
ever  made  a  recommendation  to  any  committee  or  any  group  that  they 
make  a  physical,  stick  and  stone  appraisal  of  two  major  utilities  in  the 
State  of  California  ? 

Wolden:  That's  right — that  was  a  part  of  our  discussion  in  the  .  .  . 
in  the  .  .  .  advisory  committee,  I  mean,  to  the  Legislature  .  .  . 

Coolidge  :  To  which  Legislature? 

Wolden:  And  .  .  . 

Coolidge :  Wait  ...  to  which  Legislature  ? 

Wolden:  1957. 

Coolidge  :  To  this  group  ? 

Wolden:  No,  it  wasn't  to  this  group.  P>ut  that  was  .  .  .  that  was  a 
.  .  .  that  was  a  part  of  our  understanding  with  that  committee  and 
they  were  representatives  of  all  the  interested  parties  throughout  the 
State. 

Coolidge :  You  're  aware,  of  course,  of  what  it  would  cost  to  appraise 
a  major  public  utility? 

Wolden :  I  heard  those  figures  this  morning.  Actually,  Mr.  Coolidge, 
we  didn't  feel  it  would  cost  anywhere  near  that  amount.  We  had  asked 
for  a  higher  amount  than  this  committee  received,  when  we  realized 
that  the  committee  was  going  to  be  handicapped  by  lack  of  funds. 
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because  .  .  .  there  has  been  some  [)reliiiiiiiary  studies  made  oi'  what  it 
would  cost  to  value  a  ])ublie  utility. 

Coolidge :  Would  you  tell  me  what,  in  your  opinion,  would  be  gained 
by  after  you  will  have  spent  for  millions  and  millions  of  dollars  mak- 
ing a  stick  and  stone  physical  appraisal,  what  you  would  have  that  you 
would  not  have  today  from  the  Board  of  Equalization? 

Woldeii:  We  would  have  the  replacement  cost  of  the  structure,  for 
one  thing,  which  we  think  is  very  essential  .  .  .  we  think  it's  a  must 
if  you're  going  to  compare  these  two  levels  ...  we  didn't  feel  it  would 
cost  more  than  say,  $L!()0,0()0  for  one  at  the  time  we  were  discussing  it. 
That  was  our  opinion — that  was  why  the  committee  originally  asked 
for  $400,000.  I  wouldn't  say — I  wouldn't  say  that  you  could  have 
done  it  for  that  because  we  didn't  have  any  information  as  to  the 
exact  cost  of  what  ...  or  what  it  would  mean. 

Coolidge :  Well,  you  did  .  .  .  you  did  hear  the  statement  this  morn- 
ing that  it's  been  estimated  that  it  would  cost  from  .  .  .  from  ...  in 
the  case  of  the  P.  G.  &  E.  from  .$7,000,000  to  $19,000,000  to  make  such 
appraisements  you're  asking  this  committee  to  make;  is  that  right? 

Wolden :  No,  no  .  .  .  well,  Mr.  Coolidge,  I  mean,  the  American  Ap- 
praisal Company,  I  ...  I  don't  without  quarreling  with  their  fees, 
I  think  that  the  .  .  .  certainly  they  have  .  .  .  the  appraisal  could  be 
made  for  an  awful  lot  less  than  that. 

Coolidge :  But  you  did  .  .  .  vou  did  hear  us  sav  that  it  would  cost 
between  $7,000,000  ... 

Wolden:  Well,  we  had  had  an  estimate  of  $200,000  for  one  utility 

Coolidge :  And  then  you  made  a  statement  in  speaking  to  the  Com- 
monwealth Club  in  San  Francisco  on  the  tenth  .  .  .  twentieth  of  Octo- 
ber, 1958  .  .  .  you  were  speaking  about  personal  property  assessing — 
3'ou  stated  then  that  nowadays  businesses  keep  books  so  a  physical 
appraisal  is  unnecessary.  Now  if  you  can  use  the  book  record  of  the 
...  of  all  types  of  business  to  assess  inventories  .  .  .  why  is  there 
a  particular  need  for  a  physical  appraisal  of  the  utility  when  both  the 
Board  of  Equalization  and  the  Public  Utilities  Commission  .  .  .  have 
maintained  running  appraisals  of  utilities  and  the  records  of  utilities 
are  most  carefully  prescribed — most  carefullj-  audited  and  most  care- 
fully tested,  and  furthermore,  when  it  is  to  the  utilities'  advantage  to 
see  that  all  property  is  recorded  so  it  is  in  the  same  rate  base. 

Wolden :  Now  this  goes  very  simple  .  .  .  answer,  I  mean  .  .  .  Ave 
audit  as  you  know  all  of  the  United  States,  including  San  Francisco, 
and  you  certainly  can  pick  up  inventory  figures  that  are  current,  from 
the  first  Monday  of  March  by  carrying  your  purchases  and  sales  down 
to  the  end  of  the  year  if  necessary.  But  if  you're  looking  at  the  replace- 
ment cost  and  the  present  daj^  value  of  a  structure,  you  certainly  can't 
do  it  from  the  books,  and  I  think  the  two  are  not  comparable,  at  all. 

Coolidge :  Well,  that  isn  't  what  we  're  talking  about,  of  course.  You 
can't  seem  to  give  us  the  correct  answers  that  we  want  here.  Mr. 
Collier,  did  you  have  a  question? 

Assemblyman  Collier :  Mr.  Wolden,  I  believe  from  your  discussion 
just  concluded  there  about  commenting  upon  the  Board  of  Equaliza- 
tion using  the  .   .  .  and  also  the  report  here,  using  the  historical  cost 
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less  depreciation,  and  you  feel  that  that  is  at  a  lower  assessment  than 
is  being  used  today  by  the  counties,  is  that  right  ? 

Wolden:  That's  correct. 

Assemblyman  Collier:  Then  why  are  you  criticizing  then  so  avidly, 
the  repeal  of  Chapter  1466  ? 

Wolden :  Well,  Chapter  1466,  as  you  know.  Assemblyman,  does  a  lot 
of  things,  I  mean  .  .  . 

Assemblyman  Collier:  Well,  specifically? 

Wolden :  Well,  it  ...  it  ...  it  ..  .  horses  with  .  .  .  with  two  dif- 
ferent trades — no  point  in  our  belaboring  1466 — but  I  mean  it's  a  lot 
different  than  just  an  approach  to  valuation. 

Assemblyman  Collier:  Well,  do  you  criticize  .  .  .  you've  said  in 
your  remarks  in  the  beginning  that  1466  was  incredible,  you've  voiced 
repeal  .  .  . 

Wolden:  That's  right. 

Assemblyman  Collier :  And  where  they  are  for  putting  it  into  force. 
Now  how  can  you  justify  your  statement  that  it  should  be  repealed  if 
you  are  contending  now  that  the  Board  of  Equalization  is  using  lower 
values  in  assessing  than  you  are  at  the  count}^  assessors '  level  1 

Wolden :  Well,  it's  very  obvious.  There  would  be  a  basis  for  reducing 
public  utilities,  and  1466  makes  it  mandatory,  but  .  .  . 

Assemblyman  Collier :  Now  wait  a  minute,  wait  a  minute,  1416  .  .  . 
1466  says  this.  1466  presumes  by  reports  in  the  past  that  the  Board 
of  Equalization  is  assessing  higher  than  county  assessors,  and  it  says 

Wolden:  Right. 

Assemblyman  Collier:  That  either  we'll  have  to  lower  the  assessment 
practice  of  the  Board  of  Equalization  or  raise  the  assessments  by  the 
county.  Is  that  right? 

Wolden:  That's  right,  that's  right. 

Assemblyman  Collier:  Well,  how  do  you  reconcile  that  statement, 
then,  with  the  statement  you  are  saying  that  they  are  assessing  on  his- 
torical cost  less  depreciation  and  they  are  assessing  at  a  lower  value 
than  you  are  ? 

Wolden:  Because  they're  contending  that  that's  50  percent  and  that 
counties  are  25  percent.  The  same  thing  as  it  appears  in  this  report. 
Right  to  the  verj^  thing.  We're  saying  if  you  take  a  replacement  cost, 
our  50  percent  is  just  as  high  as  their  50  percent,  because  we  divide 
by  two  also. 

Assemblyman  Collier:  Well,  I  still  don't  get  your  point  there.  Now, 
let's  follow  it  a  little  bit  further.  If  they  are  assessing  at  50  percent 
...  if  they're  asses,sing  at  50  percent  at  historical  cost  less  deprecia- 
tion, reproduction  cost  new  would  be  twice  that  much  then,  wouldn't 
it? 

Wolden :  I  don 't  know,  it  could  be. 

Assemblyman  Collier:  Well,  I  mean  ...  it's  reasonable  to  assume 
that,  if  that's  what  you're  doing  here,  isn't  it? 

Wolden:  I  don't  know,  it  could  be. 

Assemblyman  Collier:  Well,  by  assessing  at  reproduction  cost  new 
less  depreciation,  how  would  that  compare  with  .  .  .  with  your  present 
assessments  ? 
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Wolclen :  That 's  what  I  think  we  .  .  .  the  committee  shoiihl  find 
out,  because  I  think  that  we're  just  as  high,  by  every  standard,  every 
measure  of  the  value,  as  the,  as  the  .  .  .  our  standards  are  just  as 
liigh  a  level,  just  as  hi<ih  as  the  valuation  of  the  State  Board  of  Public 
Utilities.  And  you  don't  .  .  .  the  thin<i'  you  have  to  reach  is  the  level 
of  assessment,  regardless  of  method  of  approacli,  and  .  .  .  but  we've 
got  to  understand  that  there  are  two  approaches  of  value  here,  and  I 
think  the  common  property  taxpayers  are  assessed  just  as  high  as  the 
public  utilities  are  assessed. 

Assemblyman  Collier:  You  think  they're  assessed  just  as  high? 

Wolden :  Correct :  Every  bit  as  high,  if  not  higher. 

Assemblyman  Collier:  Of  dollar  value,  50  percent.  In  other  words 
you  feel  that  the  50  percent  that  they  claim  that  the  Board  of  Equali- 
zation is  assessing  is  not  a  correct  statement? 

Wolden :  Is  not  any  higher  than  our  50  percent,  because  we  assess 
at  50  percent  too. 

Assemblyman  Collier :  Then  you  assess  at  50  percent  too  ? 

Wolden:  That's  right,  and  we  think  ours  is  just  as  high  as  theirs. 

Assemblyman  Collier:  Then,  if  the  Board  of  Equalization  is  assess- 
ing just  as  high,  and  you're  assessing  just  as  high,  again  I  get  back 
to  your  statement  about  Chapter  1466.  Then  Chapter  1466  so  far  as 
utilities  and  the  county  assessors  assessing  property  is  concerned  as  a 
unit  to  58  counties,  that  there  is  no  difference  in  1466  that  will  not 
affect  you  then? 

Wolden :  1466  does  a  lot  of  other  things  too. 

Assemblyman  Collier:  Well,  I  mean  .  .  .  we're  talking  about  utili- 
ties .  .  . 

Wolden :  Well  I  'm  talking  about  utilities,  but  the  pronouncements 
have  not  been  the  way  that  I'm  saying  they  should  be,  and  one  thing 
we  hope  this  committee  would  do  would  be  to  resolve  this  problem  and 
get  into  it  and  .  .  .  and  because  we're  certain  that  a  careful  analysis 
will  show,  what  we've  contended  all  along,  that  if  you  use  the  replace- 
ment cost  method,  you're  going  to  get  the  same  kind  of  an  answer 
we've  got. 

Assemblyman  Collier:  No,  that's  .  .  .  you,  you  again  .  .  .  you're 
going  around  with  a  lot  of  wordage  here  and  I'm  trying  to  pin  you 
down  on  your  statement  about  1466,  public  utilities  and  there  .  .  . 
and  what  it  does,  so  far  as  public  utilities  and  .  .  .  and  the  county 
assessors  are  concerned.  Now,  you  claim  that  the  assessors  are  assessing 
at  50  percent  and  you  claim  that  the  Board  of  Equalization  is  assessing 
at  50  percent.  And  .  .  . 

Wolden:  I  can  only  speak  for  myself,  and  I,  I  assume  that  when 
they  say  50  percent,  they're  honorable  men,  and  I'm  sure  that  they 
mean  that  they  are  assessing  at  50  percent.  But  it's  an  entirely  differ- 
ent approach. 

Assemblyman  Collier:  Well,  now  .  .  .  about  1466,  and  you  brought 
it  up.  What  does  1466  do,  other,  when  we're  talking  about  utilities  and 
the  county  assessors,  what  does  it  do  other  in  that  direction  that's  so 
evil,  that's  inconsistent  with  your  present  assessing? 

Wolden:  W^ell,  now  going  to  1466  now,  I  mean  besides  the  .  .  . 

Assemblyman  Collier :  No,  let 's  stick  to  just  the  utilities  .  .  .  the 
utilities  .  .  . 
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Woldeii:  Well,  the  whole  thing  is  tied  up  with  the  utilities  .  .  . 

Assemblyman  Collier :  All  right,  fine. 

Wolden :  Because,  number  one  as  you  know,  it  .  .  .  the  State  Board 
of  Equalization,  who  I  know  are  very  sincere  and  very  fine  men  doing 
a  good  job,  but  they're  the  judge  and  the  jury  as  far  as  the  local  level 
of  assessment  is  concerned.  I  made  a  pronouncement  and  there  must  be 
an  annual  pronouncement,  a  statement  of  ratio  in  every  county  and  I 
know  ...  I  know  some  of  3'ou  are  interested  in  having  a  public  state- 
ment of  ratio.  1  think  that  .  .  .  that  a  ratio  fix  of  the  kind  that  would 
have  to  be  put  out  by  the  State  Board,  would  be  a  harvest  for  every 
tax  agent  in  the  United  States.  I  think  it  would  destroy  your  local 
assessment  roll  picture. 

Assemblyman  Collier:  Now,  you're  getting  into  the  area  of  which 
if  we  just  restrict  our  conversation  to  the  utility  act  .  .  . 

Wolden :  All  right,  1466  .  .  . 

Assemblyman  Collier:  Now  you're  getting  to  the  thing  of  equalizing 
assessments  .  .  .  that 's  what  you  getting  into  now.  I  'm  not  talking 
about  equalizing  assessments.  You,  you  ...  I'll  ask  j^ou  a  question  on 
that  a  little  bit  later.  But  .  .  . 

Wolden :  All  right,  but  j^ou  asked  me  the  evils  of  1466  .  .  . 

Assemblyman  Collier :  So  far  as  utilities  are  concerned.  Not  Board 
of  Equalization  or  .  .  .  equalizing  at  all  .  .  .  I'm  talking  about  the 
utilities  and  the  practices  used  by  the  county  assessors. 

Wolden:  All  right,  noAv  14  .  .  .  1466  .  .  .  once  again,  the  state 
board  is  the  judge  and  the  jury,  there  is  no  appeal,  I  mean,  anywhere, 
I  mean  to  their  findings.  I  mean  as  far  as  a  possible  reduction  .  .  .  with 
this  pronouncement  the  lid  is  open  and  it  .  .  .  the  statement  as  to 
ratio  .  .  .  now  as  to  the  utilities  itself  .  .  .  there  is  a  mandatory  in- 
crease as  you  said  of  either  assessments  by  .  .  .  on  the  common  prop- 
erty taxpayer  or  a  reduction  in  the  utilities.  In  certain  instances,  the 
only  mandatory  feature  is  the  reduction  of  the  public  utilities.  It's  not 
altogether,  throughout  the  section,  I  mean,  two  ways,  in  one  instance 
it  can  one  way  only,  which  is  the  reduction  of  public  utility  taxes . .  . 
There's  no  question  in  my  mind,  that  if  you  take  back  to  this,  the 
system  which  the  state  board  is  using  of  50  percent,  and  then  they're 
saying  not  .  .  .  and  it  changes  your  concept  of  value,  I  want  to  get 
into  that.  It  says  market  value  in  1466.  This  is  not  the  law  todaj^,  the 
law  says  "full  cash  value,"  and  we're  fought  that  out  many  times.  And 
market  value  as  in  1466,  is  trying  to  give  the  implication  that  a  common 
.  .  .  common  property  assessment  should  be  done  on  sales,  on  the 
stamps  on  documents,  and  that  there  should  be  a  different  approach 
with  utilities.  We  have  resisted  that  continuously.  Now  this  has  been 
the  subject  of  many  meetings  and  many  decisions,  and  certainly  we 
think  that  the  sales  .  .  .  the  sales  idea,  I  mean,  Avhich  is  rampant,  in 
1466,  it  even  points  out  that  the  state  board  they  should  take  sales  and 
use  sales  as  a  guide,  is  completely  and  thoroughly  wrong. 

Assemblyman  Collier :  Let  me  get  back  to  our  point  again  ...  we  're 
getting  off  into  the  field  again. 

Coolidge:  Well  let's  get  there  fairly  soon,  because  we've  got  to  figure 
out  .  .  . 

Assemblyman  Collier :  Well,  that 's  right.  Then  you  say,  then  in  your 
previous  testimony,  you  said  that  you  are  assessing  at  50  percent  the 
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Board  of  Equalization  is  assessing  at  50  percent,  but  the  Board  of 
Equalization  in  turn  says  that  you  are  not  assessing  at  50  percent,  and 
they  are  assessing  at  50  percent.  And  the  question  is,  and  undoubtedly 
.  .  .  with  your  admission  tliat  you  are  assessing  at  50  and  the  Board 
of  Equalization  is  assessing  at  50,  then  there  is  no  quarrel  on  your 
part  with  1466,  so  far  as  making  any  adjustment  between  utilities  and 
county  assessors  method  of  assessing? 

Wolden:  I  beg  your  pardon,  Mr.  Collier,  I've  said  that  we  hoped 
this  committee  would  try  for  tlie  first  time  to  get  some  answers  on  this 
exact  level  of  assessments  between  tlie  utilities  and  the  assessors — that 
was  our  whole  purpose.  I'm  telling  you  my  personal  opinion,  I  don't 
tliink  the  utilities  are  valued  one  5-cent  piece  more  than  connnon  prop- 
erty is  being  valued  for.  I  say  that  we  are  trying  to  establish  the  level. 

Coolidge :  Senator  Christensen. 

Christensen:  Mr.  Wolden,  have  you  read  the  report? 

Wolden :  Yes,  I  have. 

Christensen :  I  think  that  20  .  .  .  236,  there  appears  to  be  a  table  of 
.  .  .  1957  depreciated  reproduction  cost,  also  the  State  Board  of  Equali- 
zation assessment  on  historical  cost  and  the  actual  assessment  made.  On 
line  4  it's  applied  to  the  Pacific  Gas  and  Electric  Company.  Line  4  of 
Table  1  on  page  236.  It  appears  there  that  the  ...  it  was  assessed  as 
applied  to  the  reproduction  cost  less  depreciation,  which  apparently 
you  advocate  .  .  .  the  assessment  was  34.1  percent  of  that  value.  You 
follow  that  ? 

Wolden:  They  say  its  81  .  .  . 

Christensen :  Where  ...  34  percent,  which  is  still  above  the  25  per- 
cent applied  to  common  propertj^  taxes. 

Wolden :  Well  .  .  .  pointing  out  again  the  difficulty  with  it  is  the 
only  percentage  they  used  was  based  on  stamps  and  sales,  without  even 
breaking  down  the  sales  ...  I  mean,  I,  I  'm  not  prepared  to  say 
that  .  .  . 

Christensen :  Now  you  take  issue  with  these  figures. 

Wolden:  I  could  take  issue  with  the  25  percent  showing  on  the 
county,  certainly,  and  I  also  am  not  sure  of  these  figures  without  a 
physical  appraisal. 

Christensen:  Well,  you  take  issue  with  the  figure  $2,729  .  .  . 
$2,729,000,000. 

Wolden:  I  wouldn't  know  ...  I  wouldn't  know  how  valid  it  was, 
Senator  .  .  . 

Christensen :  Well,  well  do  you  sa}^  the  figures  are  incorrect  1  That  is 
are  reproduction  costs  .  .  . 

Wolden :  It  would  be  an  assumption  on  my  part  ...  I,  I  don 't  know 
how  they  have  arrived  at  .  .  .  but  I  can  say  that  I  would  have  no  basis 
for  knowing  .  .  .  how  these  figures  are  arrived  at  or  how  represent- 
ative they  were. 

Christensen:  Well  .  .  . 

Wolden :  I  mean,  I  don 't  think  a  physical  appraisal  .  .  . 

Christensen :  Assuming  these  are  the  figures  of  the  actual  assessment 
made  by  the  State  Board  of  Equalization  in  regard  to  state  assessed 
properties  .  .  .  $900,000,000. 

Wolden :  I  meant  the  reproduction  cost  figures.  Senator. 
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Christensen :  You  do  not  have  any  information  on  whether  that  is 
correct  or  incorrect? 

Wolden:  I  do  not. 

Christensen :  All  right. 

Coolidge :  Is  that  all,  Senator  ? 

Holl :  One  more  question.  Would  .  .  .  am  I  correct  that  reproduction 
costs  would  ordinarily  be  so  much  higher  than  replacement  costs  ? 

"Wolden :  I  think  that 's  a  fair  .  .  . 

Holl:  Then  this  figure  here  for  P.  G.  &  E.  showing  34.1,  and  inci- 
dentally that's  the  figure  that  we  arrived  at  from  pretty  voluminous 
work  in  the  board  and  the  Public  Utilities  Commission .  .  .  the  ratio  to 
replacement  cost  would  be  somewhat  higher  than  that  .  .  .  some  higher 
than  34.1. 

Wolden:  Assuming  that  the  original  figure  is  correct,  of  which  I  have 
no  knowledge.  I  mean,  I  don't  know  what  the  figure  represents. 

Holl:  Well,  there  is  some  explanation  .  .  . 

Wolden:  No,  I  meant,  has  there  been  a  physical  appraisal  made!  I 
mean,  an  actual  breakdown,  an  analysis,  I  don't  see  how  it  was  arrived 
at. 

Holl :  Oh  yes,  by  the  Public  Utilities  Commission  and  the  Board  of 
Equalization,  yes,  many  times,  they  have  a  running  appraisal. 

Wolden :  I  meant  did  this  .  .  . 

Holl :  They  have  a  running  appraisal. 

Wolden :  Did  you  people  make  a.  physical  appraisal  ? 

Holl :  No,  as  the  chairman  pointed  out  and  incidentally  .  .  . 

Wolden :  Well,  that 's  what  I  understood. 

Holl :  The  resolution  I  .  .  .  there  was  one  question  I  was  interested 
in,  we  received  two  resolutions — one  from  the  supervisors  and  one  from 
the  manufacturers — neither  one  of  them  mentioned  physical  appraisal. 
Physical  .  .  .  now  these  manufacturers,  of  course,  are  rather  .  .  . 
familiar  with  appraisal  costs.  I  wondered  whether  you  thought  that 
they  were  naive  enough  to  think  that  you  could  value  P.  G.  E.  .  .  . 
make  a  physical  appraisal  of  Pacific  Gas  and  Electric  for  $200,000  ? 

Wolden :  Well,  the  California  Association  of  Manufacturers  sat  in 
as  a  part  of  this  group  I  'm  talking  about  and  maybe  we  were  in  error, 
but  Mr.  Smelsley,  who  had  $80^000  appropriated  before,  found  out  he 
could  not  do  it  for  that  price,  and  hoped  at  least  that  he  could  have 
one  ...  he  thought  that,  we  thought  that  for  $400,000,  which  was  our 
original  figure,  I  mean,  for  this  committee,  that  we  could  have  two 
done.  Now,  I  say  we  had  ...  we  had  no  set  price ;  now  I  can 't  say  that 
it  can  be  done  for  that  .  .  .  but  certainly  our  idea  was  that  we  would 
also  help  and  advise,  and  we  had,  and  we  could  help  and  aid  the  com- 
mittee because  we  have  some  manpower  too  and  some  technicians  that 
could  be  of  assistance,  I  mean,  on  a  voluntary  basis,  and  this  was  our 
original  conception  of  the  thing,  so  I  mean  that  we  sincerely  thought 
that  we  were  going  to,  when  we  started  out,  get  an  actual  appraisal. 

Holl:  You  know  now  that  that's  an  impossibility,  do  you  not? 

Wolden :  Well,  as  of  now,  and  with  the  shortness  of  money  and  I  'm 
not  quarreling  with  .  .  .  T  think  it's  all  that  can  be  done  with  the 
money  you  had  .  .  . 

Holl:  Mr.  Wolden,  what  level  do  you  assess  at? 

Wolden :  Fifty  percent  of  full  cash  value. 
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Holl :  Full  cash  value,  as  of  Avliat  year  ? 

Wolden :  As  of  the  current  year. 

Holl:  What's  your  definition  .  .  . 

Wolden:  As  of  the  first  Monday  of  March  at  12  o'clock  noon. 

Holl :  How  do  you  define  full  cash  value  1 

Wolden:  Well,  I  mean,  that's  it  in  the  code  ...  I  mean,  after  all, 
I  mean,  you  understand  .  .  . 

Holl :  Willing  buyer  and  willing  .  .  . 

Wolden :  Willing  buyer,  Avilling  seller.  But  we  do  not,  look,  I  mean 
the  way  ...  I  mean  these  .  .  .  these  new  financing  pictures  where  it's 
worth,  it's  worth  sometimes  because  of  income  tax  reasons  to  sell  a 
property  for  more  than  it's  actually  worth  .  .  .  and  the  sale  of  that 
kind  certainly  isn't  a  valid  approach  to  value,  today,  and  without  an 
analysis  of  every  sale,  sales  can  only  be  misleading. 

Holl :  Now,  the  sales  evidence  we  have  indicate  that  you  assess  some- 
where in  the  twenties  ...  20  percent. 

Wolden :  Sales,  sales  would  have  nothing  whatsoever  to  do  with  the 
value  as  you  know,  and  as  we  pointed  out,  and  all  you  did  was  run 
sales  without  even  breaking  down  .  .  .  whether  they  were  accurate, 
what  the  financing  was,  whether  there  were  four  moi-tgages  on  it,  or 
what  there  were  ...  no  effort  was  made,  actually  to  find  the  full  cash 
value.  In  running  sales  alone  is  not  the  answer  to  a  percentage  an 
assessor  assesses  by. 

Holl :  Well,  now,  your  figure  of  50  percent  ?  .  .  .  I  assume  that  you 
have  made  studies  of  your  own? 

Wolden :  We  have  many  studies. 

Holl:  I  wonder  if  you'd  be  willing  to  wire  your  office  and  have  us 
sent  a  copy  of  one  of  your  studies  tonight  showing  a  .  .  . 

Wolden  :  What  type  of  study  ? 

Holl :  A  study  showing  at  what  level  you  assess. 

Wolden :  We  can  show  you  the  whole,  the  whole,  every  appraisal 
property  in  San  Francisco,  is  that  .  .  . 

Holl:  No,  you  said  .  .  .  now  wait  a  minute.  You  said  you  made  a 
study  .  .  . 

Wolden :  We  will  show  you  our  replacement  cost  figures,  our  final 
answer  and  our  division  by  two  .  .  . 

Holl :  Mr.  Wolden,  just  a  minute.  You  said  you  had  made  a  study. 
Or  you'd  made  several  studies  showing  at  what  level  you  assess.  I  won- 
der if  you  would  just  send  the  committee  one  or  more  of  those  studies 
tonight?  Get  it  in  the  mail  tonight,  one  or  more  of  those  studies. 

Wolden :  Now  you  understand,  because  j^ou  have  asked  before,  every 
record  in  our  office  of  any  kind  would  show  the  same  thing  .  .  .  that 
the  State  Board  of  Equalization  shows.  Replacement  cost  .  .  .  our 
opinion  of  it  .  .  .  and  a  division  by  two,  and  that's  exactly  what  it  is 
.  ,  .  and  when  you  say  study  that  means  that  they  are  making  thous- 
ands of  appraisals  and  they  are  doing  this  day  in  and  day  out,  apprais- 
ing and  reappraising  .  .  .  there  is  no  need  for  a  study. 

Holl :  Now  how  do  you  test  whether  or  not  you  are  hitting  50  per- 
cent? Isn't  there  any  test,  is  it  just  your  hunch  that  you  are  hitting  50 
percent  .  .  . 

Wolden :  I  think  we  have  as  fine  .  .  , 

Holl :  Or  do  you  pick  a  figure  out  of  the  air  ? 
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Wolden :  As  fine  and  competent  appraisers  as  you  will  find  anywhere 
in  the  United  States  and  nationally  recognized ;  we  have  .  .  .  we  have 
.  .  .  MAI's,  we  have  President  of  the  Society  of  Appraisers  for  San 
Francisco  .  .  .  the  Bay  area  .  .  .  these  men  are  known  nationally  for 
their  work  and  I  think  they'll  stack  np  against  any  appraisers  in  pri- 
vate industry  that  you  can  find,  and  certainly  their  qualifications,  I 
mean  if  you  care  to  investigate  them  .  .  .  you'll  find  them  to  be  of  the 
highest  order,  and  they're  fine  technicians  and  very  able  appraisers  and 
recognized  in  the  whole  community  by  private  appraisers  or  public 
appraisers. 

Holl:  Do  you  instruct  those  appraisers?  Do  you  have  written  instruc- 
tions to  those  appraisers?  That  they  are  supposed  to  assess  at  50  per- 
cent? 

Wolden :  They  assess  at  50  percent  .  .  . 

Holl:  Do  you  have  written  instructions  to  them? 

Wolden :  They  understand  that  .  .  . 

Holl :  Could  we  have  copies  of  any  written  instructions  you  have  ? 

Wolden :  Well,  you  don 't  liave  to  tell  a  man  to  assess  at  50  percent 
...  we  show  you  eYery  card  is  done  at  50  percent.  The  chiefs  of  those 
divisions  I'm  sure  you've  talked  to  them  and  they've  told  you  that. 

Holl :  Well,  when  you  have  a  half  a  dozen  studies  .  .  . 

Wolden:  Well,  it's  public  record  before  every  committee,  supervisors, 
Senate  committees,  Assembly  committees  .  .  .  they  've  all  testified  many 
times  that  we  have  been  assessing  at  50  precent.  It's  in  all  the  records, 
and  we  can  produce  those  if  you  like. 

Holl :  You  have  half  a  dozen  studies  over  a  period  of  years,  all 
seeming  to  indicate  that  you  assess  nearer  25  percent. 

Wolden:  You're  working  .  .  .  you're  working  on  a  sales  figure 
which  is  not  realistic  and  which  is  no  evidence,  in  my  opinion,  of  the 
level  of  the  counties  and  you're  only  compounding  the  error  by  using 
sales  as  a  guide  to  assessment  work  .  .  , 

Holl :  You  don 't  believe  .  .  . 

Wolden:  It  certainly  isn't  the  answer  .  .  . 

Holl :  You  don 't  believe  that  current  sales  .  .  .  is  .  .  .  represents 
current  market. 

Wolden :  The  full  cash  value  and  not  the  type  of  sales  you  're  taking 
is  just  running  through  stamps,  I  mean,  you've  made  no  effort  to  go 
behind  it,  and  you  don't  even  know  what  the  sales  .  .  .  what  those 
figures  represent. 

Holl :  Where  .  .  .  where  .  .  .  where  in  the  law  or  in  court  decisions 
does  it  say  that  you  have  to  take  sales  of  a  particular  type  .  .  .  that 
you  mean  ...  a  particular  transaction  of  a  buyer  and  seller,  what  can 
you  cite  on  that? 

Wolden:  No,  I  thinlc  for  you  just  to  have  this  simple,  ordinary  ap- 
proach to  run  some  sales  and  say  that's  the  answer  is  ridiculous.  If  it 
was  that  simple  j^ou  wouldn't  need  assessors,  you  could  just  have  .  .  . 
have  an  adding  machine.  Now,  you've  made  no  attempt  to  analyze  what 
those  sales  mean,  and  they  can  mean  a  lot  of  different  things.  Now  we 
try,  we  try  to  do  it  .  .  .  but  your  .  .  .  certainly  this  sales  .  .  .  and 
sales  approach  alone  is  one  of  our  primary  objections  to  1466  .  .  . 
as  one  of  our  primary  objections  to  this  report  which  j^ou're  trying  to 
change  the  definition  of  value  in  this  State. 
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Holl :  We  're  trying  to  use  what  buyers  pay  .  .  .  willing  buyers  pay, 
willing  sellers.  I  'm  trying  to  find  out  what  your  definition  is  .  .  . 

Wolden :  AVell,  I  mean,  in  this  report  .  .  . 

Holl :  I  'm  trying  to  find  what  studies  you  ve  made. 

Coolidge:  Gentlemen,  let's  ...  let's  ..  .  let's  discontinue  this  at 
this  time,  and  I  'd  like  to  say,  Mr.  Wolden,  that  .  .  .  and  I  'd  like  your 
approval  here  that  next  week  our  staff  will  be  down  to  check  with  .  .  . 
the  .  .  .  look  at  the  records  in  your  office  .  .  .  for  the  .  .  .  purpose 
of  .  .  . 

Wolden .-  We  'd  be  very  happy  .  .  . 

Coolidge:  For  the  purpose  of  getting  this  information  to  the  com- 
mittee. Now,  just  so  you  '11  know,  we  were  down  there  on  January  29th, 
and  we  were  refused  that  request  because  you  w^ere  not  there  of  course, 
and  so  would  you  arrange  with  your  office  that  whoever  .  .  .  whether 
you  are  there  or  not  the  committee  will  be  allowed  to  look  at  the 
records  and  .  .  . 

Wolden :  I  '11  be  very  happy  to  ...  I  think  I  w-as  with  you  that 
day  ...  I  think  .  .  . 

Coolidge :  I  was  here  in  Sacramento,  yes. 

Wolden:  But  I'll  be  very  happy  any  day  if  they'll  just  give  us  a 
couple  of  days'  notice,  w^e'll  have  a  man  from  the  field  .  .  . 

Coolidge :  All  right  .  .  .  anj^  other  questions  1   Mr.   Wilson. 

Wilson :  Mr.  Wolden,  in  connection  with  this  physical  appraisal  that 
we  have  been  discussing  .  .  .  can  you  recommend  any  other  appraisal 
firm  of  the  American  Appraising  Company  to  us  that  we  could  check 
with  the  cost  that  they  would  charge  for  a  complete  physical  appraisal  ? 

Wolden :  I  ...  I  think  .  .  .  now  I  have  no  knowledge  of  this ;  I 
haven't  inquired  as  to  what  any  .  .  .  anybody  would  want,  but  there 
are  fine  expert  appraisers  in  California  who  are  recognized,  fine  real 
estate  appraisers,  some  of  w^hom  unquestionably^  have  knowledge  of 
public  utility  values  .  .  .  that  is,  I  mean  .  .  . 

Wilson:  But  just  probably  .  .  . 

Wolden:  I  think  it  could  be  explored.  I  just  don't  knoAV  anybody  off 
hand. 

Wilson :  To  do  this  properly  we  've  got  to  get  someone  completely 
independent  of  the  interests  that  are  affected.  I  can  recall  Senator 
Cunningham  when  he  .  .  .  when  the  resolution  was  first  presented, 
suggested  some  of  the  Kaiser  engineers  to  us,  and  you  had  some  .  .  . 
and  you  suggested  perhaps  some  of  your  officers  could  help  with  the 
appraisal.  And  of  course  .  .  .  we,  we  went  out  of  State  because  we  felt 
that  we  had  to  get  completely  away  from  some  of  those  people  who  are 
so  directly  affected  .  .  .  and  w^ho  may  have  a  particular  reason  for  a 
report  to  reflect  certain  things.  Now  ...  to  do  this  properly  .  .  .  we 
have  to  get  ...  I'd  like  to  know  of  some  other  appraisal  compam'. 

Wolden:  I  think  the  California  State  Real  Estate  Board  could  sup- 
ply you  with  one  .  .  . 

Wilson :  Maybe  we  could  find  out  whether  we  could  afford  something 
like  this  .  .  . 

Wolden :  I  think  the  California  State  Real  Estate  Board  could  come 
up  with  some  people.  They  have  experts.  That's  for  sure. 
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Coolidge :  Any  other  questions.  Thank  you  very  much,  Mr.  Wolden. 
Mr.  Horstmann.  Introduce  yourself,  please,  and  tell  us  who  you  repre- 
sent. 

Horstmann :  Mr.  Chairman  and  members  of  the  committee : 

My  name  is  Russell  C.  Horstmann.  I  am  the  President  of  the  State 
Association  of  County  Assessors  of  California. 

Our  association  again  offers  our  assistance  to  the  Joint  Interim  Com- 
mittee on  Assessment  Practices  in  finding  a  logical  and  constructive 
solution  to  the  problem  facing  your  committee. 

In  our  opinion  state-assessed  and  locally  assessed  properties  are  now 
and  have  been  in  equitable  relationship  with  each  other. 

AVe  note  with  satisfaction  the  statement  of  your  consultants  that  the 
"County  Assessors  of  the  State  of  California  have  a  keen  understand- 
ing of  the  basic  elements  of  appraising  and  a  surprising  familiarity 
with  the  recommended  techniques"  of  appraising. 

We  do  not,  however,  agree  with  most  of  the  conclusions  and  recom- 
mendations made  by  your  consultants.  We  particularly  object  to  the 
basic  recommendations  in  the  entire  report  which  .  .  .  which  ...  if 
enacted  into  law  would  result  in  transferring  a  portion  of  the  tax  bill 
now  charged  to  state-assessed  property  to  the  already  overburdened 
homeowner,  small  businessman  and  farmer. 

In  attempting  to  answer  your  question  "is  state-assessed  property 
valued  at  the  same  level  as  locally  assessed  property"  the  consultants 
came  to  this  conclusion : 

"State  assessments  are  not  at  the  same  level  as  local  assessments. 
State  assessments  approximate  closely  the  reported  50  percent  level  of 
full  cash  value.  Locally  assessed  property  is  assessed  on  an  average  be- 
tween 20  to  30  percent,  the  exact  statewide  relation  probably  being  very 
close  to  25  percent." 

Our  comment  is  as  follows : 

The  Legislature  did  not  ask,  'Are  state  assessments  at  the  same  level 
as  local  assessments?'  The  Legislature  asked  if  state  assessed  property 
is  valued  at  the  same  level  as  locally  assessed  property  and  the  correct 
answer  is :  state  assessed  property  is  not  valued  at  the  same  level  as 
locally  assessed  property.  State  assessed  property  is  evaluated  in  ac- 
cordance with  all  accepted  procedures  for  the  establishment  of  a  value 
which  primarily  would  be  used  for  rate-making  purposes.  Parts  of  the 
basic  consideration  of  the  establishment  of  this  value  is  based  upon  his- 
torical cost  with  allowances  for  federal  income  tax.  It  may  be  pointed 
out  that  the  difference  in  the  opinion  of  the  appraiser  of  one-half  to  1 
percent  in  the  establishing  of  a  capitalization  rate  can  make  a  difference 
of  15  percent  to  25  percent  in  the  final  value  .  .  .  final  opinion  of 
value  of  property. 

The  basic  problem  of  which  this  committee  is  attempting  to  deal 
arises  out  of  the  fact  that  present  appraisal  techniques  have  largely 
been  developed  only  during  the  last  30  to  35  years.  To  be  sure  the 
fundamentals  of  value  concepts  go  back  to  Adam  Smith,  but  the  tech- 
niques and  procedures  are  of  much  more  recent  development.  With  this 
growth  of  the  last  30  years  the  techniques  for  the  appraisal  of  regulated 
utilities  has  taken  a  different  route  than  the  techniques  for  the  appraisal 
of  other  types  of  property.  For  various  reasons  and  various  pressures 
these  two  routes  have  tended  to  separate  somewhat  widely  and  with 
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several  serious  differences.  They  have  been  eallino-  the  end  result  in 
both  eases,  market  value,  althou<>h  tlie  indicators  used  to  arrive  at  the 
end  result,  while  similar  in  many  respects,  have  several  serious  differ- 
ences. 

Experts  on  both  sides  with  sincerity  and  honesty  will  aro'ue  for  their 
respective  viewpoints  and  the  approaches  used,  and  on  each  side  there 
will  be  wide  acceptance  of  these  varied  procedures  and  with  court 
backing  for  each.  Nevertheless,  the  differences  remain  and  in  the  view 
of  the  Assessors'  Association  these  are  the  difficult  considerations  that 
your  Committee  has  the  problem  of  solving.  We  would  like  to  have  it 
understood  that  what  we  have  to  say  is  not  to  be  construed  as  a  crit- 
icism of  the  experts  on  the  staff  of  the  Board  of  Equalization  or  of  the 
experts  of  the  Committee. 

We  would  like  to  discuss  these  basic  differences  referred  to  above 
under  three  general  headings.  In  the  appraisal  of  property  three  ap- 
proaches have  been  accepted,  namely;  (1)  the  cost  approach;  (2)  the 
income  analysis;  and  (3)  the  sales  data.  We  will  discuss  the  basic 
differences  as  they  relate  to  each  of  these  approaches. 

In  establishing  the  value  of  locally  assessed  property  the  assessors, 
after  much  study  and  experience,  strongly  believe  that  the  basic 
approach  in  the  mass  appraisal  of  property  should  be  the  replacement 
cost  approach  as  it  is  an  approach  available  foi-  all  types  of  property. 
Fundamentally,  it  provides  basic  data  essential  to  the  procedures  fol- 
lowed in  the  other  two  approaches.  Our  thinking  in  this  respect  is  set 
forth  in  our  Standards  Committee  Report  Number  3  on  pages  11-14, 
published  in  October,  1937. 

Here  the  replacement  cost  is  used  as  distinguished  from  historical 
cost.  As  you  know,  since  1940  building  costs  have  increased  on  the 
average  of  160  percent.  A  $10,000  home  built  in  1940  would  cost  ap- 
proximately $26,000  to  duplicate  today.  The  assessor  must  use  the  same 
yardstick  on  the  home  built  in  1!)40  as  he  does  today.  He  could  not 
use  the  $10,000  on  the  older  property  as  a  starting  point  and  $26,000 
on  the  other  and  have  any  equity  in  relationship  to  fair  exchange  value. 
Even  allowing  for  depreciation  the  home  that  cost  $10,000  in  1940 
would  probably  sell  for  $18,000  to  $20,000  on  today's  market.  The 
assessors,  therefore,  to  haA'e  a  degree  of  equity  and  to  fulfill  their 
constitutional  and  statutory  requirements  in  the  assessment  of  prop- 
erty, must  follow  a  procedure  that  gives  them  a  uniform  yardstick  for 
all  types  of  property  it  is  their  duty  to  appraise. 

In  the  evaluation  of  regulated  utility  property  historical  cost,  rather 
than  replacement  cost  or  reproduction  cost,  is  used.  The  experts  in 
that  field  emphasize  that  this  is  necessary  because  they  are  only  per- 
mitted to  earn  on  the  historical  cost.  This  basic  difference  in  this  first 
approach  creates  a  serious  difference  in  the  starting  point  for  the 
appraisal  of  the  two  types  of  property.  The  report  of  the  Hulse  Com- 
mittee and  the  experts  of  the  committee  indicate  that  this  difference 
is  30  to  35  percent.  It  is  the  view  of  the  members  of  the  Assessors' 
Association,  based  on  their  many  years  of  study  in  the  economics  of 
appraisal  and  appraisal  for  tax  purposes,  that  the  practice  of  using 
historical  cost  for  rate  base  .  .  .  rate  base  purposes  is  improper  for 
making  appraisal  for  tax  purposes. 
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Our  thinking  in  this  respect  is  based  on  the  precept  that  in  apprais- 
ing all  property  for  tax  purposes  we  are  concerned  not  with  appraisal 
methods  or  technique  used  for  other  purposes  but  solely  to  estimate 
what  is  the  fair  value  in  exchange  of  the  property  to  persons  who 
would  invest  in  this  type  of  property. 

We  believe  that  far  too  much  emphasis  has  been  placed  upon  histori- 
cal cost  and  the  rate  base  by  the  experts  in  establishing  public  utility 
values  for  tax  purposes. 

There  is  also  a  very  serious  difference  in  the  approaches  used  in  the 
income  analysis.  Twenty-five  years  ago  income  and  corporation  earn- 
ings did  not  really  enter  into  the  appraisal  picture  and  to  the  extent 
that  they  were  very  minor  considerations  ...  to  the  extent  that  they 
did  they  were  very  minor  considerations.  Here  in  earning  ability  the 
regulators  of  the  utilities  take  in  consideration  the  corporation  taxes 
in  establishing  the  rate  base  and  no  doubt  that  is  proper  and  appro- 
priate. In  the  appraisal  of  regulated  utility  property  the  accepted  pro- 
cedure is  to  make  allowance  for  the  corporation  income  taxes  amounting 
to  52  percent  of  the  net  earnings  either  as  an  actual  deduction  before 
capitalization  of  the  net  earnings  or  allow  for  it  in  the  capitalization 
rate.  AVith  locally  assessed  property  the  income  tax  payments  are  con- 
sidered as  an  expense  to  the  person  and  not  to  the  property. 

Here  again  it  is  important  to  emphasize  that  in  appraising  locally 
assessed  property  it  is  the  property  that  is  being  valued  and  not  the 
person  owning  the  property.  By  property  we  mean  all  the  rights  and 
other  interests  in  property  that  are  legally  taxable.  An  allowance  for 
the  corporation  income  or  franchise  tax  indicates  that  they  are  valuing 
the  corporation  as  a  person  rather  than  the  property  of  the  corpora- 
tion. The  procedure  followed  b}'  the  assessors  is  to  capitalize  the  earning 
abilit}'  of  the  property  at  the  going  rate  of  interest  as  established 
by  market  transactions  for  the  particular  tj-pe  of  property.  Frequently 
with  large  industries  and  large  operations  there  is  no  way  of  com- 
puting the  capitalization  rate  from  market  transactions  and  a  rate 
must  be  computed  after  analysis  of  the  present  safe  rate  plus  allow- 
ance for  risk  and  hazard  in  the  particular  industry. 

The  Assessors'  Association  has  not  had  the  time  nor  are  we  sure  that 
it  is  appropriate  that  we  make  studies  into  the  appropriate  capitaliza- 
tion rate  of  regulated  utilities.  We  do  find  that  the  capitalization  rates 
vary  greatly  with  different  types  of  property  considering  the  risk  in- 
volved, speculative  possibilities,  and  advantages  in  hedging  against 
inflation.  We  find,  for  example,  farm  properties  in  some  areas  selling 
to  earn  less  than  3  percent  and  that  is  before  the  owner  pays  any 
income  taxes.  It  is  also  our  understanding  that  with  regulated  utilities 
where  they  are  noncompetitive  they,  in  a  sense,  not  only  are  limited  to 
their  earnings  but  they  also  have  assured  earnings  which  many  private 
industries  would  consider  most  advantageous. 

In  locally  assessed  property  the  sales  approach  is  widely  used.  We 
use  the  term  sales  approach  in  lieu  of  the  f requentl.y  used  term  ' '  market 
data  approach"  which  we  consider  a  more  correct  terminology.  In  a 
sense,  cost  data  and  income  data  are  market  data,  the  same  as  sales 
constitute  market  data.  Here  again,  there  is  a  wide  difference  in  the 
concepts  and  analyses  between  regulated  utilities  and  locally  assessed 
property. 
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From  the  foregoing  you  will  note  lliat  it  is  the  opinion  of  the  As- 
sessors' Assoeiation  that  there  are  enrrenlly  no  material  ditferenees  in 
the  level  of  assessment  between  loeally  and  state-assessed  property. 

The  Assessors'  Association  suggests  that  your  eonnnittee  give  con- 
sideration to  one  of  tiie  three  possible  solutions  to  the  problem:  (1) 
that  by  legislative  direction  the  same  approaches  and  considerations 
be  used  in  the  appraisal  of  regulated  utility  property  as  with  locally 
assessed  property;  or  (2)  that  requirements  of  uniformity  as  to  ratios 
be  eliminated  by  constitutional  modifications  {The  Southern  California 
Telephone  Company  v.  Los  Angeles,  45  Cal.  App.  2d  111,  decision 
could  be  of  some  guidance  to  the  committee  in  this  respect)  ;  or  (8) 
that  utility  property  be  taxed  in  a  different  maimer  from  locally 
assessed  property. 

Coolidge:  Thank  you,  Mr.  Horstmann.  Any  questions? 
Holl:  Mr.  Horstmann,  you  said  that  the  State  Board  uses  the  same 
evidences  as  the  Public  Utilities  Commission  does  in  fixing  rates,  am 
I  correct  on  that  ? 

Horstmann :  I  didn  't  understand  you. 

Holl:  You  said,  you  indicated  that  the  Board  of  Equalization  uses 
the  same  evidences  that  the  Public  Utilities  Commission  does  in  fixing 
rates. 

Horstmann:  As  I  understand  it  .  .  .  the  figures  used  by  the  State 
Board  of  Equalization  are  rate  making  figures. 

Holl :  Well,  now,  the  State  Board  of  Equalization  gives  primary 
emphasis  to  three  factors  .  .  .  One  is  historical  cost;  another  is  cap- 
italized income,  and  the  third  is  the  so-called  stock  and  debt,  and  they 
give  them  about  equal  weight.  Now^  it  is  your  opinion  that  the  Public 
Utilities  Commission  takes  into  accounts  stock  and  debt  in  fixing  rates  ? 
Horstmann:  I  imagine  they  do. 

Holl :  And  it  is  your  opinion  that  they  take  into  account  capitalized 
income  in  fixing  rates? 
Horstmann :  I  presume  so, 

Holl:  I  believe  that  you're  v^^'ong  in  both  cases,  and  I  think  that 
your  assumption  is  two-thirds  wrong  .  .  .  that  Avhat  they  do  use  is 
historical  cost. 

Horstmann:  Maybe  I  didn't  understand  you. 

Holl:  Historical  cost  is  w^hat  they  do  use,  and  then  of  course  they 
try  to  arrive  at  what  .  .  .  from  that  what  the  income  should  be,  and 
they  don't  w^ork  it  around  in  a  circle.  I  think  that  both  you  and  Mr. 
Wolden  have  said  this  same  thing,  but  here  too,  the  evidence,  and  if 
I'm  w^rong  on  this,  I  hope  someone  from  the  Public  Utilities  Commis- 
sion corrects  me.  Two  of  the  evidences  used  by  the  board  are  not 
brought  into  account  at  all  in  fixing  public  utility  rates.  They  don't 
enter  the  picture  at  all,  in  part  because  they  are  the  results  that  they 
want  to  get  from  fixing  the  rates,  and  they  don't  take  these  results 
into  account  in  arriving  at  their  value.  Do  you  follow  me? 

Horstmann  :  No,  I  apparently  have  gotten  a  different  conception  from 
reading  the  reports. 

Holl:  Well,  of  course  the  report  doesn't  say  that  the  Public  Utility 
Commission  uses  stock  and  capitalized  income  in  fixing  the  rates  of 
utilities.  What  it  does  is  find  out  what  the  historical  cost  of  the  property 
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is  and  then  it  determines  what  a  fair  rate  of  return  would  be  upon  that, 
and  then  it  allows  charges  to  the  customer  that  are  designed  to  produce 
for  the  company  that  fair  rate  of  return,  and  in  no  waj^  uses  stocks  and 
debts  or  eaintalized  income,  in  deciding  what  the  value  will  be.  There  is 
no  similarity  at  all  in  that  respect. 

Horstmann :  I  misunderstood  your  question,  apparently.  They  con- 
sider that  in  rates  .  .  .  ratemaking  I  take  it,  do  they  not?  That's  con- 
sidered in  ratemaking. 

Holl:  No,  it  is  not;  that's  what  I'm  talking  about  is  ratemaking  and 
it  is  not  considered. 

Coolidge :  Mr.  Wilson. 

Wilson :  Mr.  Horstmann,  would  you  consider  that  sales  records  are  a 
fair  method  of  determining  value  ? 

Horstmann:  We  investigate  sales,  yes. 

Wilson :  Would  you,  would  .  .  . 

Horstmann :  We  do  not  go  entirely  on  sales,  no. 

Wilson :  Mr.  Wolden  ridiculed  the  idea  of  use  of  sales  records.  I  was 
wondering  what  your  thinking  was  on  it. 

Horstmann :  Well,  I  think  now  of  a  particular  building  in  our  city 
that  reportedly  sold  last  year  for  $2,500,000 ;  the  .  .  .  our  opinion  of 
value  was  about  $225,000,  and  recently  and  the  time  that  the  owner 
came  to  see  us  about  that  building  he  was  complaining  that  we  had  too 
high  a  value  on  it,  and  now  the  building  has  recently  been  sold  for 
$1,750,000,  so  we  naturally  .  .  .  try  to  find  out  what  is  behind  all  of 
these  sales  before  we  come  up  wdth  our  opinion  of  value. 

Coolidge :  We  agree,  we  think  it 's  most  important  to  have  this  infor- 
mation and  you  would  be  interested  to  know  that  we  have  .  .  .  have 
samples  of  about  50  to  55  thousand  sales  that  were  made  in  the  State  as 
part  of  our  study.  Thank  you,  very  much,  Mr  Horstmann,  for  being 
here  today  .  .  .  Mr.  Graham,  is  he  here  for  a  short  statement?  Will 
you  introduce  yourself,  please? 

Graham :  Mr.  Chairman,  members  of  the  committee,  my  name  is  .  .  . 
Graham  .  .  .  Harry  Graham.  I  am  the  Secretary-Manager  of  the  North 
Coast  Timber  Association.  The  statement  that  you  are  being  given  copies 
of  I  would  like  to  read  for  you  ...  it  is  only  this  statement  and  these 
statements  only  that  the  executive  committee  of  my  association  has  ap- 
proved. Anything  else  that  you  should  inquire  from  me  is  not  an  ap- 
proved statement  by  my  board  of  directors.  However,  I  do  wish  to 
assist  you  in  anj''  possible  way. 

Coolidge :  Thank  you. 

Graham :  Here  goes  statement  attached. 

The  following  points  have  been  approved  loy  the  executive  committee 
of  this  association  for  consideration  by  the  ''Joint  Interim  Committee 
on  Assessment  Practices"  as  it  considers  the  February,  1959,  report 
entitled  "Staff  and  Consultants  Reports  to  the  Committee": 

1.  We  are  in  agreement  with  some  of  the  conclusions  and  recom- 
mendations contained  in  the  report. 

2.  We  doubt  if  agreement  can  be  reached  upon  all  of  the  conclusions 
and  recommendations. 

3.  We  strongly  oppose  the  recommendations  that  would  result  in  a 
shift  in  taxes  between  state  and  locally  assessed  property.  We  urge 
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that  3'ou  refrain  from  any  action  that  would  resnlt  in  a  shift  in 
tax  burden  that  would  occur  if  Recommendations  No.  1  and  2  on 
page  1  of  the  summaiy  of  "Staff  and  Consultants  Reports  to  the 
Committee"  were  followed. 

A.  The  separate  calculations  of  the  County  Supervisors'  Associa- 
tion and  the  Auditors  of  Del  Norte  and  Humboldt  County  indicate 
that  if  the  recommended  shift  in  tax  burden  were  in  effect  durinj,^ 
this  current  year  that  the  comnu)n  property  taxpayers  would  pay 
an  increased  tax  bill  in  Humboldt  County  of  about  $857,000  and 
in  Del  Norte  County  of  about  $80,000.  It  is  important  to  note  that 
these  calculations  take  no  account  of  potential  increases  in  school 
taxes  that  would  be  sure  to  occur.  Both  in  the  first  year  and  in 
subsequent  years  if  I  may  add  parenthetically  and  also  that  this 
does  not  take  into  account  any  city  taxes  where  there  is  a  separate 
city  assessor. 

4.  One  of  the  most  compelling;  reasons  for  not  accepting  the  recom- 
mendations that  would  shift  the  tax  burden  is  ably  presented  in 
your  consultants  report.  Page  11  of  the  report  states  "utilities  are 
economically  different  because  of  being  a  regulated  industry  with 
prescribed  territories,  fixed  rates,  and  exact  earnings  base,  and  a 
limited  earnings  on  that  base."  Page  33  of  the  report  states  "the 
primary  distinction  between  public  utilities  and  other  businesses  is 
that  utilities  are  monopolies  regulated  in  the  public  interest 
whereas  other  businesses  are  competitive  and  are  not  so  regulated." 
The  fact  that  utilities  are  regulated  and  most  common  property  is 
not,  well  justifies  any  difference  in  valuation  and  taxation.  If  there 
is  higher  valuation  and  taxation  imposed  upon  utilities,  they  can 
obtain  recognition  of  this  within  their  regulated  rate  structure. 

5.  The  timber  and  wood  products  industry  in  Humboldt  and  Del 
Norte  Counties  is  a  major  part  of  the  economy  and  tax  base  of 
the  area.  We  have  recently  undergone  an  economic  recession  and 
are  recovering  from  this  with  perhaps  lesser  speed  than  other 
areas  in  the  State.  Our  products  compete  in  a  highly  competitive 
market  with  not  only  similar  products  from  other  areas  but  with 
other  building  material  products,  too.  Any  shift  in  tax  burden 
w^ould  place  us  in  a  most  disadvantageous  position. 

6.  We  recognize  that  the  so-called  equity  requirements  of  our  State 
Constitution  and  laws  are  possibly  not  being  fulfilled.  It  would  ap- 
pear that  some  change  in  tlie  legal  tax  structure  may  be  necessary 
in  order  to  comply  with  the  equity  provisions.  We  would  be  very 
pleased  to  co-operate  with  you  and  your  staff  in  this  area. 

7.  While  we  recognize  the  need  for  some  legal  changes  to  meet  equity 
requirements,  we  would  strongly  oppose  any  move  that  might  grant 
legislative  authority  to  establishing  varying  assessment  ratios  for 
different  classes  of  property.  The  experience  of  neighboring  states 
where  some  of  this  Association  are  taxpayers  has  been  very  un- 
favorable in  this  regard.  We  thank  you  for  the  opportunity  to  ap- 
pear before  you. 

Coolidge :  Thank  you  very  much  for  being  here,  Mr.  Graham ;  thank 
you  kindly.  IMr.  Emmons  ]\fr'Clung?  .  .  .  Mr.  Houston?  .  .  .  T;et's  get 
along,  please;  we're  trying  to  get  as  many  witnesses  in  as  we  can. 
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Houston :  Mr  Chairman,  this  is  my  first  appearance  before  a  com- 
mittee of  this  type,  and  I  am  very  impressed  with  the  committee  mem- 
bers and  their  efforts  to  get  at  the  bottom  of  this.  Inasmuch  as  this  .  .  . 

Coolidge :  That 's  an  awfully  good  way  to  start,  I  '11  tell  you  that. 

Houston :  Inasmuch  as  this  is  a  result  of  a  town  meeting  and  a  good 
many  things  were  thrown  in  .  .  .  it  possibly  doesn't  represent  what 
you're  exactly  trying  to  get  at  but  it  does  represent  the  thinking  of  the 
people,  a  group  of  merchants,  businessmen  in  Yreka,  and  I'd  like  to 
throw  it  in  the  hopper  for  what  it's  worth  .  .  ,  for  what  it's  worth. 

Coolidge :  Thank  you. 

Houston :  We,  the  merchants  and  businessmen  of  Yreka,  Siskiyou 
County,  are  firmly  of  the  belief  that  small  business  must  have  some 
relief  from  taxation  to  survive,  and  that  the  best  place  to  start  is  by 
attempting  to  eliminate  a  discriminatory  and  unfair  tax.  The  personal 
property  tax  on  inventories  and  solvent  credits  is  in  our  opinion  a  tax 
on  capital. 

There  is  no  basis  for  equalization  in  taxing  these  items,  due  to  the 
wide  difference  in  business  inventory  requirements.  For  example,  a 
catalogue  store  doing  a  tremendous  volume  would  have  practically  no 
inventory  or  accounts  receivable,  yet  this  outlet  would  still  be  doing 
business  in  a  county  or  community  and  be  almost  exempt  from  this 
type  of  taxation.  Another  business  of  a  similar  type  doing  less  volume 
but  carrying  an  inventory  would  be  heavil.v  taxed. 

Professional  men,  real  estate  dealers,  insurance  agents,  etc.,  by  the 
very  nature  of  their  business  have  no  inventories  and  are  therefore  ex- 
empt from  these  taxes. 

We  feel  that  a  more  nearly  fair  and  equitable  distribution  of  taxes 
may  be  affected  by  leaving  the  assessed  valuation  of  Public  Utilities  as 
it  is  and  the  utilities  adjusting  their  rates  accordingly  and  thereby  in- 
directly placing  some  of  the  tax  burden  upon  citizens  who  ordinarily 
escape  taxation. 

As  may  be  seen  by  the  above  examples  the  tax  is  unfair,  discrimina- 
tory, and  should  be  eliminated ;  therefore,  we,  the  merchants  and  busi- 
nessmen of  Yreka,  by  the  attached  resolution,  do  petition  the  Senate 
and  the  Assembly  of  the  State  of  California  to  take  action  in  this  matter. 

Eesolution 

We,  the  people  of  Yreka,  Siskiyou  County,  California,  at  a  town  meet- 
ing held  March  3,  1959,  recognizing  the  fact  that  a  discriminatory  tax 
does  exist  in  the  personal  property  tax  s^^stem,  do  hereby  present  the 
following  resolution : 

The  merchants  of  this  State  are  being  assessed  and  taxed  upon 
their  inventories  as  personal  property. 

The  merchants  are  being  assessed  and  taxed  upon  their  accounts 
receivable  and  solvent  credits  as  personal  property.  There  is  no 
basis  for  equalization  of  such  taxes  due  to  the  wide  variation  of 
businesses. 

We  do  not  believe  that  inventories  or  accounts  receivable  or 
solvent  credits  should  be  classed  as  personal  property.  These  taxes 
are  not  general,  but  are  discriminatory,  and  are  levied  only  against 
a  certain  portion  of  the  people. 
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The  merchants  and  small  businessmen  are  already  overburdened 
with  taxes  and  are  hard  pressed  to  survive  in  today's  compe- 
titive markets  and  high  taxation  and  do  need  some  relief  from 
their  tax  burden. 

We  do  not  feel  a  fair  and  equitable  tax  distribution  will  be 
affected  by  a  shift  of  the  assessed  valuation  from  public  utilities 
to  the  individual  taxpaj^er. 

Be  it  resolved  that: 

We  do  petition  the  Senate  and  Assembly  of  the  State  of  Cali- 
fornia, together  with  the  Board  of  Equalization  and  such  tax 
review  and  revision  committees  as  may  be  appointed,  to  clearly 
define  personal  property  as  the  term  applies  to  county  taxes  and 
that  this  definition  shall  exempt  inventories  and  solvent  credits 
from  classification  as  personal   property. 

That  we  do  petition  the  Senate  and  Assembly  of  the  State  of 
California  to  return  and  re-establish  the  autonomy  of  the  counties 
of  the  the  State  of  California,  in  county  tax  matters  and  that  the 
county  assessor  be  made  completely  responsible  in  all  assessment 
problems. 

That  we,  the  merchants  and  small  businessmen  of  Yreka  do 
strongly  protest  any  shift  of  the  tax  burden  from  public  utilities  to 
the  individual  taxpayer. 

Coolidge :  Thank  you  very  much,  Mr.  Houston ;  we  appreciate  your 
being  here  and  hope  you  will  return  again.  Initiation  wasn't  too  bad, 
was  it? 

Houston:  Not  bad  at  all. 

Coolidge :  Fine.  Very  good.  Is  Mr.  Stevenson  here  ?  Will  you  intro- 
duce yourself,  please,  Mr.  Stevenson,  and  who  you  represent? 

Stevenson :  My  name  is  James  0.  Stevenson.  I  am  the  Managing 
Secretarj^  of  United  Taxpayers,  Inc.,  of  Los  Angeles,  editor  of  the  publi- 
cation Tax  Talk,  with  which  I  think  you're  familiar.  I  am  also  Di- 
rector of  the  Los  Angeles  Bureau  of  Municipal  Research  and  have  been 
engaged  in  study  of  property  taxation  in  Los  Angeles  County  and  the 
State  since  1931.  I  want  to  open  my  remarks  by  just  a  small  item  of 
news  which  came  to  my  attention  this  week. 

The  Prudential  Insurance  Company  is  now  planning  a  $150,000,000 
construction  program  on  a  31^  acre  parcel  of  land  in  central  Boston, 
Massachusetts.  The  Insurance  Company  would  not  undertake  the  pro- 
gram under  the  tax  uncertainties  which  face  real  property  generally. 
However,  it  will  now  go  ahead  because  the  city  has  agreed  to  tax  condi- 
tions as  follows: 

1.  "That  the  land  assessment  (including  as  land  the  various  slabs 
constructed  below  and  including  the  plaza  level)  would  be  frozen 
at  the  present  level; 

2.  "That  the  assessment  on  building  improvements  should  be  on  the 
basis  of  economic  value,  that  is,  based  on  potential  income  rather 
than  cost;  and 

3.  "The  city  suggested  that  a  possible  method  of  calculating  eco- 
nomic value  would  be  to  capitalize  net  income  arrived  at  by  de- 
ducting from  gross  income  operating  expenses,   depreciation  in 
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order  to  fix  a  fair  return  on  the  owner 's  investment.  In  the  absence 
of  any  cost  or  income  figures  6  percent  to  7  percent  was  mentioned 
by  the  city  officials  as  a  reasonable  return  on  this  type  of  in- 
vestment. ' ' 

This  is  the  latest  news  on  tax  policj- — one  of  the  few  hopeful  signs 
that,  under  home  rule  in  cities,  private  ownership  of  property  may  yet 
survive. 

Your  staff  and  consultants  report — their  principal  conclusions  and 
recommendations — have  been  carefully  studied.  We  find  the  report  of 
Mr.  Chapman  of  particular  interest  because  he  bases  his  appraisals  on 
economic  value — upon  ''capitalized  earnings — because  property's  value 
is  dependent  upon  what  it  will  earn." 

The  data  used  by  Mr.  Chapman  in  making  his  appraisals  is  not  avail- 
able for  study.  However,  we  do  find  that  from  1945  to  1957  the  gross 
income  of  the  Pacific  Gas  &  Electric  Company,  as  oue  example,  in- 
creased 313  percent.  During  the  same  period,  the  taxable  valuation  of 
state-assessed  property  increased  285  percent.  Also,  it  is  noted  that  the 
company 's  reserves  for  depreciation  and  amortization  in  1945  amounted 
to  $20,920,920,  and  the  reserves  for  depreciation  in  1957  to  $48,025,298. 
Naturally,  these  depreciation  reserves  are  not  subject  to  ad  valorem 
taxation  as  for  common  property  throughout  the  State. 

Because  Mr.  Chapman  capitalizes  net  earnings  of  such  property  to 
establish  his  values,  he  undoubtedly  takes  into  consideration  the  tax 
rate  levied  on  the  assessments  of  the  current  fiscal  year  as  a  measure 
of  the  tax  to  be  levied  in  the  year  to  follow.  This  means  that  he  con- 
siders the  tax  rates  applicable  in  all  of  the  jurisdictions  involved.  He 
measures  estimated  income  or  benefits  against  actual  or  estimated  bur- 
dens to  fix  a  value — not  for  the  future,  but  in  relation  to  the  lien  date 
of  the  tax  year  for  which  the  assessment  is  made.  This  is  sound  proce- 
dure and  should  uniformly  apply  to  common  property  as  well. 

Mr.  Cuthbert  Keeves  is  not  a  stranger  to  me.  He  was  retained  in  1931 
by  the  Los  Angeles  Bureau  of  ]\Iunicipal  Research  to  collaborate  in  a 
reappraisal  of  the  central  business  district  of  Los  Angeles.  From  his 
report  dated  May,  1932,  we  quote  the  following  significant  language : 

"The  question  may  naturally  arise  as  to  why  concern  oneself 
with  the  rate  at  W'hich  property  generally  is  assessed,  if  the  meas- 
ure of  assessment  is  such  as  to  equitably  spread  the  tax  burden. 
It  is  true  that  when  proper  provision  is  made  to  equalize  between 
various  taxing  districts  such  taxes  as  may  be  borne  in  common,  the 
rate  of  assessing  is  immaterial,  and  such  a  studj^  as  this  might  be 
only  academically  interesting. 

"Inasmuch,  however,  as  definite  rates  of  taxation  have  from 
time  to  time  been  fixed  for  certain  specific  governmental  purposes, 
the  assessor  here  has  a  power  not  ordinarily  vested  in  that  officer; 
his  determinations  have  a  direct  effect  upon  not  only  the  tax  rate 
but  also  upon  the  tax  levy." 

As  to  methods  of  determining  the  taxable  value  of  common  property, 
Mr.  Reeves  quoted  John  A.  Zangerle,  Auditor-assessor  of  Cleveland, 
Ohio: 

"It  is  not  necessary  for  the  taxpayer  to  urge  that  rentals  have 
gone  down,  vacancies  have  increased,  values  have  declined,  or  that 
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property  cannot  be  sold.  AYe  are  fully  advised  as  to  these  condi- 
tions. They  are  the  reasons  for  the  several  rednetions  dnrino-  the 
last  five  years. ' ' 

On  the  (iiiestion  of  "economic  valuation,"  Mr.  Reeves  says: 

"In  our  search  for  economic  data  indicativ(^  of  the  value  of  this 
land  that  is  in  centi-al  Los  Angeles  based  upon  its  earning  power, 
we  have  conferred  with  the  owners  and  the  manajrers  of  office 
buildinjrs;  with  their  tenants;  witli  tlie  owners  and  lesseo^s  of  other 
improved  parcels;  and  with  the  owners  and  lessees  of  vacant  land, 
most  of  w^hich  is  presently  used  for  the  parking  of  automobiles. 
Among  the  numerous  units  as  to  which  this  information  has  been 
secured  are  40  office  buildings,  150  stores,  30  parking  lots  and  8 
theaters. 

"The  figures  submitted  to  us  covering  gross  income,  operating 
expenses  and  rentals  have  been  carefully  scrutinized ;  Avherever 
necessary,  adjustments  have  been  made  to  secure  uniformity  iu  the 
methods  of  analysis  adopted,  and  extreme  variants  due  to  abnormal 
influences  such  as  intercompany  relations  ha^•e  been  modified  or 
rejected  in  toto. 

"In  practically  every  case,  our  investigation  shows  that  both 
gross  and  net  incomes  have  decreased  progressively  during  the 
past  few  years,  many  as  much  as  50  percent,  and  many  operators 
of  properties  have  stated  to  us  that  the  rentals  reported  for  the 
year  1981  should  be  further  reduced  by  from  25  to  30  percent  to 
conform  with  present  conditions.  Corroboration  of  these  statements 
is  evident  by  the  reductions  in  rents  currently  granted  many  ten- 
ants where  claims  of  inability  to  comply  with  the  terms  of  tlieir 
leases  have  been  substantiated." 

When  Mr.  Reeves  filed  his  report  with  the  Los  Angeles  Bureau  of 
Municipal  Research,  from  which  the  above  observations  are  quoted,  the 
tax  rate  in  Los  Angeles  was  $4.35  per  $100.  The  tax  rate  on  the  same 
property  this  year  is  $7.55,  and  rates  in  other  parts  of  the  county  vary 
from  $5  to  $10  per  $100. 

Numerous  stores  which  were  vacant  in  1932  are  vacant  in  1959,  and 
this  includes  many  in  the  central  business  districts  of  Los  Angeles, 
Long  Beach,  Pomona,  Pasadena — even  along  the  famous  Miracle  Mile 
of  Wilshire  Boulevard.  The  Junior  Orpheum  Theater  Building  at 
Eighth  and  Hill,  in  Los  Angeles,  assessed  $828,000  in  1955  was  sold 
last  year  for  $1,000,000  and  the  transaction  is  now  considered  a  good 
sale  but  a  poor  buy. 

In  1943,  a  Los  Angeles  bureau  study  of  depreciation  showed  that 
buildings  in  the  city  had  a  long  record  of  depreciation  averaging  2.5 
percent  a  year  and  that  3943  assessments  were  exactly  50  percent  of 
depreciated  value.  Depreciation  was  then  accruing  at  the  annual  rate 
of  $49,231,000  a  year,  in  the  City  of  Los  Angeles  only.  The  county 
assessor  had  been  allowing  depreciation  every  four  years. 

A  revaluation  of  improvements — on  a  replacement  cost  basis^ — com- 
menced in  1946,  and  finished  in  1948,  struck  off  the  assessor's  records 
practically  all  of  the  depreciation  lie  had  allowed  on  buildings  up  to 
that  time.  The  assessment  of  old  buildings,  like  the  Lankershim  Hotel 


472  JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES 

built  in  1903,  was  increased  as  much  as  100  percent  or  more  over  the 
preceding  year,  notwithstanding  a  land  assessment  often  several  times 
that  of  the  building.  This  revaluation  was  done  by  a  comptometer 
brigade  using  formulas  comparable  to  those  which  your  staff  of  con- 
sultants recommend  for  the  entire  State.  One  50-year-old  building  at 
334  South  Figueroa  Street,  revalued  in  1947  and  again  in  1957,  col- 
lapsed from  old  age  this  past  week. 

Nowhere  does  your  staff  mention  depreciation  as  a  factor  in  the  ap- 
praisal of  common  property  or  the  tax  rate  as  having  any  weight  in 
the  assessment  of  common  propertj^  They  refer  to  sales-assessment 
ratios  as  though  such  ratios  operate  in  a  vacuum  equally  upon  property 
of  all  classes,  ages,  locations,  uses  and  ownerships.  They  forget  that  the 
sole  purpose  of  a  property  valuation  is  to  measure  with  the  greatest 
possible  exactness  the  comparative  economic  ability  of  persons  owning 
property  to  support  the  burdens  of  local  government. 

The  sole  purpose  of  the  property  assessment  is  to  fix  uniform  and 
equitable  tax  quotas.  This  requires  a  joinder  of  the  assessment  and  the 
tax  rate  to  make  the  quotas  conform  to  the  requirement  of  legality  and 
equity.  Taxation  may  not  be  used,  arbitrarily,  to  confiscate  an  estate 
in  property.  From  the  enactment  of  the  Poor  Laws  by  Queen  Elizabeth, 
four  centuries  ago,  the  property  tax  has  been  predicated  upon  annual 
worth  of  property  for  use  or  shelter.  Capitalization  of  income  is  no 
different.  Use  of  the  property  is  valued  as  a  benefit  to  the  user ;  the  cost 
of  keeping  the  property  in  condition  to  be  used  ...  to  be  worth  the 
rent  is  considered  a  burden ;  the  difference,  which  is  the  true  rent,  is 
used  to  measure  the  tax. 

This  is  exactly  the  common  law  rule  which  the  courts  have  applied  in 
the  settlement  of  disputes  over  the  assessment  of  public  utility  property 
in  the  United  States.  It  was  upheld  recently  in  a  possessory  interest  deci- 
sion appealed  from  Los  Angeles  County,  to  the  effect  that  there  is  no 
taxable  interest  in  a  possessory  interest  unless  the  true  rental  value 
of  the  property  exceeds  the  contract  rent  being  paid. 

Your  staff's  declaration  that  annually  depreciated  public  utility 
property,  valued  according  to  net  income,  is  assessed  at  50  percent  of 
true  value  while  common  property,  without  depreciation  and  without 
any  assurance  of  future  income  is,  regardless  of  tax  rates,  assessed  at 
18.6  percent  of  true  value  in  Los  Angeles  County  or  23.5  percent  over 
the  State  as  a  whole,  is  unworthy  of  your  consideration.  Any  legislation 
based  upon  such  conclusions  would  be  quite  unreasonable  and  would 
subject  the  normal  processes  of  taxation  in  the  State  to  challenges 
which  could  not  be  sustained  before  the  court  of  public  opinion  or 
one  of  law. 

The  State  Board  of  Equalization  was  created  to  equalize  tax  levies 
for  the  support  of  State  Government  and  to  finance  its  public  debt.  But 
there  is  no  state  ad  valorem  property  tax  on  land,  buildings,  and  other 
tangible  property.  The  board  cannot  determine  the  relative  value  of 
any  property  without  appraising  all  of  it,  parcel  by  parcel  and  district 
by  district,  subject  to  the  varying  benefits  and  burdens  which  pertain 
to  it.  To  do  this  they  would  have  to  duplicate  fully  the  work  of  county 
assessors  and  their  deputies.  Such  duplication  of  expenses  would  be 
folly. 
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Accordingly,  tlie  followiiiji,'  courso  is  sii<i'g('ste(l : 

1.  Recommend  repeal  of  Chapter  14(it),  Laws  of  li)4!),  as  amended  and 
abandon  all  lejiislation  of  a  similar  eliaracter.  California's  economy 
cannot  endnre  the  uncertainty  and  arbitrariness  which  now  charac- 
terize the  iuterconnty  equalization  j)ro<i'ram. 

2.  Recommend  tiiat  the  property  tax  for  school  purposes  be  fixed  at  a 
stated  amount  per  unit  of  averaj»e  daily  attendance,  to  be  deter- 
mined by  a  careful  inventory  of  economic  resources,  county  by 
county. 

-S,  Require  the  counties  to  ecjualize  school  sup])ort  witliin  their  bouiul- 
aries. 

4.  Use  the  State-collected  revenues  (autboi-ized  to  replace  the  General 
County  School  Tax)  to  supplement  the  fixed  property  tax,  as  a 
means  of  easing'  the  burden  of  home  ownership  and  of  ending  the 
uncertainty  of  taxation  which  faces  industry,  business  and  prospec- 
tive investors. 

5.  Abandon  any  thought  of  using  synthetic  "multipliers"  as  a  basis 
for  property  assessment  or  equalization. 

Wilson :  Are  there  any  questions  of  Mr.  Stevenson  ?  Mr.  Collier  ? 

Assemblyman  Collier :  Mr.  Stevenson,  you  say  on  page  6  that  no- 
where does  our  staff  mention  depreciation  as  a  factor  in  appraisal 
of  common  property.  Is  it  ...  is  it  ..  .  the  procedure  of  county 
assessors  today  to  depreciate  homes? 

Stevenson :  They  should  .  .  . 

Assemblyman  Collier :  And  what  is  the  life  expectancy  of  a  stucco- 
frame  house? 

Stevenson:  Well,  I  would  say  it  would  be,  according  to  the  Federal 
standards  of  depreciation,  from  40  to  50  years. 

Assemblyman  Collier :  Well,  after  that  time  if  you  take  a  40-year- 
old  home  today  they  would  be  paying  no  taxes  on  it  at  all,  would  they? 

Stevenson :  Well,  no,  that  doesn  't  follow,  necessarily. 

Assemblyman  Collier:  Well,  if  you  use,  if  you're  going  to  depreciate 
a  home,  if  its  life  expectancy  is  40  years,  after  that  40  years  is  up  you 
would  have  no  value  at  all  for  that  home,  then,  would  you? 

Stevenson:  Well  ... 

Assemblyman  Collier :  And  would  you  .  .  .  would  ...  do  they 
allow  us  to  set  aside  money  so  that  we  can  depreciate  that  property  into 
a  fund  so  that  we  can  use  it  at  a  later  date,  or  rebuild  our  home  or 
replace  our  home? 

Stevenson :  I  '11  answer  by  .  .  .  answer  that  question  in  this  way  .  .  . 
public  utility  property  is  allowed  depreciation  every  year  on  about  95 
percent  of  all  of  their  value  and  all  of  their  assessments  are  based  upon 
such  depreciated  value.  Now  then,  many  buildings  in  private  use  are  in 
a  sense,  public  utilities,  office  building  is  a  public  facility,  they 
provide  power,  they  provide  elevator  service,  labor  and  all  of  these 
other  things  and  .  .  .  those  buildings  where  .  .  .  have  ...  a  limited 
life  expectancy  ...  it  isn't  always  the  age  of  a  building  that  deter- 
mines its  economic  worth. 

Assemblyman  Collier:  I  was  thinking  primarily  of  homes  right  now 
.  .  ,  excluding  commercial  buildings. 
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Stevenson:  Well,  now  then  let's  take  in  the  case  of  West  Covina 
where  I've  just  recently  completed  a  complete  inventory  of  all  taxable 
property  in  that  city.  Now  .  .  .  most  .  .  .  many  .  .  .  many,  many 
people  are  trying  to  get  rid  of  their  homes  .  .  .  they  are  offering  them 
to  anyone  who  will  take  it  off  their  hands  and  relieve  them  of  their 
obligations. 

Assemblyman  Collier :  You  mean  to  sell  their  house  itself  if  they  '11 
just  move  it? 

Stevenson:  No  .  .  .  they'll  .  .  .  they  want  to  abandon  their  pur- 
chase of  homes  because  the  tax  rate  now  are  at  present  8.75  on  values 
that  have  been  very  heavily  increased  in  the  last  three  years,  makes  the 
cost  of  owning  those  homes  ...  so  high  that  people  can't  afford  to 
pay  them. 

Assemblyman  Collier :  Well,  so  far  as  depreciation  then  is  concerned, 
they  do  recognize  depreciation  values,  that  is  depreciation  whenever 
they  arrive  at  an  assessed  value  in  other  homes. 

Stevenson :  Well,  there 's  been  no,  no  discount,  no  write-off  of  depre- 
ciation on  common  property  in  Los  Angeles  County  since  1940.  At  no 
time,  except  in  a  few  isolated  cases  where  it  was  due  to  special  obso- 
lescence. 

Assemblyman  Collier:  I  notice  in  here  you're  referring  to  Chapter 
1466  in  .  .  .  in  .  .  .  school  apportionment  of  moneys.  That  is  too 
complicated  to  discuss  here,  but  I  'd  certainly  like  to  discuss  it  with  you 
in  private,  because  undoubtedly  your  approach  here  on  this  school  deal 
will  be  .  .  .  we  couldn't  continue  to  support  our  schools  at  the  state 
level  with  the  present  method  of  school  approach,  and  do  what  you 
recommend  to  do  in  here,  it  just  isn't  feasible. 

Stevenson :  Well,  I  might  add  that  the  tax  burden  on  industry,  I 
know  because  I  am  now  making  also  a  complete  analysis  of  all  of  the 
industrial  city  of  Vernon,  that  the  burden  on  industry  is  becoming  so 
heavy  in  this  State  that  industry  cannot  carry  on  either.  They  are 
leaving,  some  have  left,  and  we  are  now  facing  very  heavy  competition 
from  abroad,  like  Los  Angeles  Bureau  of  AA^ater  and  Power  bought  two 
generators  from  a  Swiss  concern  .  .  .  because  they  could  underbid 
American  General  Electric  and  Westinghouse,  and  could  give  us  a 
firm  bid  .  .  .  give  the  city  a  firm  price  on  the  cost  of  this  equipment 
where  the  others  could  not  because  of  the  uncertainties.  I  made  a  trip 
through  Europe,  AVestern  Europe  and  England  to  study  this  very 
question.  I  find  that  in  Holland,  for  example  .  .  . 

Assemblyman  Collier :  That 's  school  finance  I  'm  talking  about  .  .  , 
let's  limit  our  discussion  to  school  finance. 

Stevenson :  All  right  .  .  . 

Assemblyman  Collier :  Tomorrow  I  think  I  'm  on  the  agenda  and 
I  '11  be  talking  about  school  finance  and  I  hope  that  you  are  here. 

Stevenson:  All  right. 

Coolidge:  Any  other  questions? 

AVilson :  AA^ould  you  give  me  the  name  of  one  large  or  substantial 
firm  that  has  left  California  because  of  the  tax  picture  ? 

Stevenson:  Yes,  I  think  I  can. 

AVilson:  Los  Angeles  area  .  .  . 

Stevenson :  AVell,  Emsco  Deck  and  Equipment  Company  moved  out. 
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Nash-Ross  Tool  moved  out,  and  Lane  Wells  moved  out. 

Wilson:  Where 'd  they  go  to? 

Stevenson :  Well,  Lane  Wells  have  moved  to  Texas.  Nash-Ross  moved 
to  Texas.  I  believe  they  all  did.  And  E.  K.  Wood  Lumber  Company, 
one  of  the  biggest  lumber  companies  we  had  in  our  county  has  sus- 
pended operations.  Patton-Lynn  Lumber  Company,  another  giant,  has 
suspemled  operations,  and  Hammond  Lumber  Company  of  course. 

Wilson :  You  attribute  it  all  to  the  tax  picture  ? 

Stevenson :  Very  largely.  Because  the  cost  ...  of  course  there  were 
other  factors  .  .  .  but  the,  the  .  .  .  we've  had  our  property  tax  in  Los 
Angeles  County  since  1943  has  gone  up  from  about  .tir)0,()()(),0()0  to 
$780,000,000  this  year.  Now  that  gives  you  some  idea  and  that's  in 
addition  to  the  .  .  .  what  these  people  are  paying  in  wages  ...  I 
mean  as  a  sales  tax.  Here  is  just  a  little  idea  ...  in  the  city  of  Vernon 
...  to  give  you  some  idea  of  .  .  . 

Wilson :  I  just  wanted  the  names  of  a  few  of  the  firms. 

Coolidge:  All  right,  thank  you  very  much,  Mr.  Stevenson  for  your 
testimony  here  today.  We  are  going  to  recess  until  tomorrow  morning 
at  10  o'clock.  Thank  you  very  much. 

Whereupon  the  commiiiee  recessed  at  5.15  p.m. 
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PUBLIC  HEARING 

State  Capitol,  Sacramento,  California,  March  10,  1959 

Chairmayi  Glenn  E.  Coolidge  called  the  meeting  to  order  at  10.30 
a.m.,  in  room  4202,  State  Capitol. 

Coolidge :  Meeting  will  be  in  order  please.  AVright  will  call  the  roll. 

Wright:  Senators  Christensen-here,  Collier-here,  Murdy-Williams- 
here ;  Assemblymen  Bradley-here,  Geddes,  Samuel  R.-Lanterman-here, 
Wilson,  Charles  H,-here ;  Senator  Miller-here,  Mr.  Coolidge-here. 
Quorum  present. 

Coolidge :  We  have  a  number  of  statements  presented  to  the  com- 
mittee that  will,  at  the  request  of  those  giving  them  to  us,  be  included 
in  the  report :  the  resolution  from  the  Tulare  County  Taxpayers  Asso- 
ciation (Appendix  5)  ;  from  Mr.  Richard  Carpenter,  Executive  Director 
and  General  Counsel,  League  of  California  Cities  (Appendix  6)  ;  Board 
of  Supervisors,  County  of  Humboldt  (Appendix  7)  ;  Board  of  Super- 
visors, Countj^  of  Alameda  (Appendix  8).  No  objections  such  shall  be 
the  case. 

This  morning  we  are  going  to  divert  from  the  regular  schedule  for 
just  a  few  moments.  I  would  like  to  ask  Mr.  AVelch  to  come  up  at  this 
time  if  he  will.  Mr.  AVelch,  I  had  just  these  two  or  three  questions  I 
wish  to  ask  j^ou,  the  first  being  .  .  .  yesterday  as  you  heard  here,  Mr. 
Wolden,  the  Assessor,  City  and  County  of  San  Francisco,  testified  that 
property  in  San  Francisco  is  assessed  at  50  percent.  I  would  like  to 
have  you  tell  the  committee  how  this  compares  with  any  figures  you 
may  have  in  reference  to  that  community. 

Welch:  Well,  Mr.  Chairman,  and  members  of  the  committee,  Mr. 
Wolden  did  not  specify  what  the  figure  was,  which  was  divided  in 
two  to  get  his  assessed  values  as  far  as  I  recall  from  listening  to  the 
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t^stinioivv.  What  T  will  tell  yo\i  represents  the  v>iU\'eutasie  of  our  ap- 
praised values  which  we  find  the  assessed  values  to  represent.  We  think 
that  the  assessed  values  in  San  Franeiseo  represent  approximately  a 
ipiarter  of  \\\f?  full  cash  value  of  the  property.  1  should  (pialify  this 
staten\<Mit  by  sayinji'  that  we  have  not  appraised  San  Fraueiseo  prop- 
erties for  tlie  last  two  or  three  years  so  that  our  data  are  as  of  a  year 
.  .  .  1  think  as  of  1956.  We  have,  however,  attempted  to  trend  our 
%\ii\''S  down  to  date  by  methods  with  which  some  uienibers  of  the  com- 
mittee are  undoubtedly  familiar,  so  that  \w  still  think  this  represents 
a  reasonable  estimate  of  the  averasre  relationship  between  assessed 
value  and  our  concept  of  full  cash  value. 

Coolidge:  What  you  say  then  is  25  percent,  is  that  correct  ? 

Welch:  Yes.  sir. 

Coolidjiv;  At  what  level  docs  the  Board  of  Equalization   appraise 

utilities? 

Welch:  The  board  appraises  ntilities  ...  at  full  value  accoi^iinj;  to 
the  board's  technicians.  1  think  perhaps  you  n\eant  to  ask,  at  what  level 
do  they  assess  them?  They  divide  the  appraised  values  in  two  to  get 
tlu^  assessed  values.  That  woiild  be  50  percent  of  the  appraised  values. 

Coolidsic:  Yesterday  we  heard  here  some  rather  dcroixatory  remarks 
about  sales  as  an  evidence  of  value.  Do  you  lliink  ihat  sales  aiv  any 
indication  of  market  value  at  all? 

\Velch:  Yes,  Mr.  Chairman,  and  membei*s  of  the  connnitttec.  Ap- 
praisers .ffeneralV  regard  sales  in  an  arms  lensrth  transaction  as  being 
tlie  best  single  evidence  of  valne.  They  ai\^  not  conclusive  evidence  in 
anj^  particular  instance,  but  judged  as  a  whole.  a]->praisers  consider 
them  to  be  the  best  single  evidence  of  valiu\ 

Coolidgc:  The  llulse  committee  in  their  work,  they  arrived,  as  you 
know,  at  a  ratio  of  27.3  statewide  in  1952,  Can  you  explain  to  the  com- 
mittee some  of  the  methods  that  they  nsed  ? 

Weleh :  The  Hulse  Committee,  sir  ? 

Coolidge:  Yes. 

Welch:  Oh,  the  Ilul-se,  T  didn't  understand.  Well.  I  was  not  identi- 
fied nn'y  closely  with  that  stiidy,  or  with  the  State  Roard  of  Equaliza- 
tion study  that  pi'cceded  it,  but  it's  my  understanding  that  in  tlie  llulse 
Committee  stuti,v.  the  assistance  of  real  estate  a]>]->raisers  and  brokers 
\\^s  obtained.  I  believe,  entirely  or  largely  on  a  voluntary  basis  and  that 
they,  these  people,  appraised  tl\e  properties  which  were  in  the  sample 
taken  by  the  State  Board  of  Equalization  a  year  prior.  These  appraisals 
were  then  coi\ipa.red  with  the  assessed  \al\u^s  an(l  the  average  that  you 
me)\tioned  was  derived.  1  didn't  recall  tbal  specific  figure,  but  it  was  in 
that  neighborhood.  I  remember  our  own  average  in  that  year,  the  year 
prior,  M^s  29.0  percent. 

Coolid^;  I  merely  wanted  to  bring  out  the  fact  that  that  committee 
did  use  the  California  Keal  Estate  Association  and  other  real  estate 
^rouj^s  in  arriving  at  their  conclusions, 

Welch:  Y^es,  sir, 

Coolidge :  Those  are  all  the  quesstions  I  ba\e.  Senator  Williams. 

Williams :  Bid  you  use  sales  primarily  as  you  stated  ? 

Welch :  We  use  the  three  accepte^^i  approaches  in  oiir  av">p^aisal  woi'k. 
That  is,  I  am  speaking  now  of  appraisal  work  that  is  done  in  the  sam- 
pling for  intercounlv  equalization  purposes.  We  use  the  replacement 
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cost  approach,  aud  we  use  the  market  analysis  approach,  which  is  the 
analysis  of  sales,  and  we  use  the  income  approach  where  applieable. 
These  three  approaches  are  then  taken  into  eonsid»>ralion  hy  the  ap- 
praiser and  he  arrives  at  a  jndsxment  as  to  the  value  of  the  property, 
based  on  the  three  separate  approaches  where  api^lirablc.  ov  on  s(Mni>- 
thinjr  less  than  the  three  where  not  all  are  applicable. 

"Williams:  Well,  now,  let's  go  back  to  my  oriirinal  iiuestion.  Priuuirily 
you  used  sales,  that's  your  main  basis,  is  that  risrht  ?  That's  the  main 
system. 

Welch:  Well.  1  wouUl  say  it  is  a  very  iniptn-taiu  ouo  .  .  .  ^Ir.  .  .  . 
Senator  Williams  .  .  . 

Williams:  Is  it  the  most  important  one  of  the  three  staij;es.  tlie  three 
steps  that  you  use? 

Welch:  I'm  not  certain  .  .  .  Senator,  the  appraiser  will  use  various 
of  these  approaches  as  a  major  approach,  depending:  upon  i-ertain  cir- 
cumstances. If,  for  example,  you  are  in  a  new  .  .  .  newly  developctl 
residential  area,  where  you  have  jrood  construction  costs,  and  possibly 
haven't  had  very  many  sales  yet.  1  think  the  replacenuMit  cost  approach 
mii^ht  be  iriven  major  emphasis.  On  the  other  hand  if  you  were  in  a 
downtown  business  district,  which  had  suffered  some  loss  of  business  to 
the  outlying  areas.  I  think  he  would  place  major  emphasis  on  the  in- 
come approach.  In  all  instances  we  do  try  to  get  sales,  and  these  rep- 
resent a  very  important  but  not  necessarily  the  major  factor  in  any 
instance. 

Williams:  Let's  take  asxricultural  land  now:  that's  the  one  that  I 
am  primarily  interested  in.  WiuU  tlo  they  uso  in  that  case? 

Welch:  I  would  say  that  sales  probably  represent  the  most  im- 
portant of  the  three  approaches.  Of  course  the  replacement  cost  ap- 
proach is  not  applicable  to  farm  land.  The  income  approach  is 
applicable  but  is  .  .  .  rather  difificult  to  employ,  and  particularly  is  this 
true  in  areas  where  one  form  of  income  which  is  likely  to  accrue  \o 
the  purchaser  of  the  property  as  a  capital  gain. 

Williams:  Well,  now,  let's  take  the  case  wiiere  a  nuiu  has  a  grove,  an 
orange  grove,  in  Southern  California,  and  it's  going  to  go  into  sub- 
divisions. He  sells  it  at  a  price  of  $n.()00  or  $(>.000  an  acre,  then  he 
comes  into  Tulare  Couuty  where  I  live  and  he  has  this  pot  of  gohl. 
and  he  can  run  the  price  up.  Now,  is  sales,  the  sale  price,  is  that  the 
one  that  would  primarily  be  used? 

Welch:  Senator.  I  have  heard  of  these  cases,  and  .  .  . 

Williams:  Well  if  you've  been  arouuil  Tulare  County  I'll  bet  you've 
heard  of  them. 

Weh'h :  I  have  been  around  Tulare  County  cases.  Senator,  aud  that 
is  where  I  have  heard  of  them  and  I  can't  answer  yoiu*  specitic  cpu^stion ; 
it  would  have  to  be.  I'm  afraid,  directed  to  our  ajipraisers.  who  actually 
make  the  appraisals  in  the  county. 

Williams:  Well,  doesn't  the  State  Board  of  Enualization  have  a  guide 
book  or  a  Bible  that  they  use.'  What  does  that  say.  or  diui't  tlu\v  have 
one? 

Welch :  Yes,  we  have  a  very  voluminous  guiile  book. 

Williams:  What  does  that  say? 

Welch:  It.  to  the  best  of  my  knowledge,  it  does  not  cov(>r  that  par- 
ticular point,  sir. 
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testimony.  What  I  will  tell  yon  represents  the  percentage  of  onr  ap- 
praised valnes  which  we  find  the  assessed  values  to  represent.  "We  think 
that  the  assessed  values  in  San  Francisco  represent  approximately  a 
quarter  of  the  full  cash  value  of  the  property.  I  should  qualify  this 
statement  by  saying  that  we  have  not  appraised  San  Francisco  prop- 
erties for  the  last  two  or  three  years  so  that  our  data  are  as  of  a  year 
...  I  think  as  of  1956.  We  have,  however,  attempted  to  trend  our 
figures  down  to  date  by  methods  with  which  some  members  of  the  com- 
mittee are  undoubtedly  familiar,  so  that  we  still  think  this  represents 
a  reasonable  estimate  of  the  average  relationship  between  assessed 
value  and  our  concept  of  full  cash  value. 

Coolidge :  AVhat  you  say  then  is  25  percent,  is  that  correct  1 

Welch :  Yes,  sir. 

Coolidge:  At  what  level  does  the  Board  of  Equalization  appraise 
utilities  ? 

Welch :  The  board  appraises  utilities  ...  at  full  value  according  to 
the  board's  technicians.  I  think  perhaps  you  meant  to  ask,  at  what  level 
do  they  assess  them?  They  divide  the  appraised  values  in  two  to  get 
the  assessed  values.  That  would  be  50  percent  of  the  appraised  values. 

Coolidge :  Yesterday  we  heard  here  some  rather  derogatory  remarks 
about  sales  as  an  evidence  of  value.  Do  you  think  that  sales  are  any 
indication  of  market  value  at  all? 

Welch :  Yes,  Mr.  Chairman,  and  members  of  the  committtee.  Ap- 
praisers generally  regard  sales  in  an  arms  length  transaction  as  being 
the  best  single  evidence  of  value.  They  are  uot  conclusive  evidence  in 
any  particular  instance,  but  judged  as  a  whole,  appraisers  consider 
them  to  be  the  best  single  evidence  of  value. 

Coolidge :  The  Hulse  committee  in  their  work,  they  arrived,  as  you 
know,  at  a  ratio  of  27.3  statewide  in  1952.  Can  you  explain  to  the  com- 
mittee some  of  the  methods  that  they  used  ? 

Welch :  The  Hulse  Committee,  sir  ? 

Coolidge :  Yes. 

Welch:  Oh,  the  Hulse,  I  didn't  understand.  Well,  I  was  not  identi- 
fied very  closely  with  that  study,  or  with  the  State  Board  of  Equaliza- 
tion study  that  preceded  it,  but  it's  my  understanding  that  in  the  Hulse 
Committee  study,  the  assistance  of  real  estate  appraisers  and  brokers 
was  obtained,  I  believe,  entirely  or  largely  on  a  voluntary  basis  and  that 
they,  these  people,  appraised  the  properties  which  were  in  the  sample 
taken  by  the  State  Board  of  Equalization  a  year  prior.  These  appraisals 
were  then  compared  with  the  assessed  values  and  the  average  that  you 
mentioned  was  derived.  I  didn't  recall  that  specific  figure,  but  it  was  in 
that  neighborhood.  I  remember  our  own  average  in  that  year,  the  year 
prior,  was  29.0  percent. 

Coolidge :  I  merely  wanted  to  bring  out  the  fact  that  that  committee 
did  use  the  California  Real  Estate  Association  and  other  real  estate 
groups  in  arriving  at  their  conclusions. 

Welch :  Yes,  sir. 

Coolidge :  Tho.se  are  all  the  questions  I  have.  Senator  Williams. 

Williams :  Did  you  use  sales  primarily  as  you  stated  ? 

Welch :  We  use  the  three  accepted  approaches  in  our  appraisal  work. 
That  is,  I  am  speaking  now  of  appraisal  work  that  is  done  in  the  sam- 
pling for  inter  county  equalization  purposes.  We  use  the  replacement 
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cost  approach,  and  we  use  the  market  analysis  approach,  wliich  is  the 
analysis  of  sales,  and  we  use  the  income  approach  where  ai)plieahle. 
These  three  approaches  are  then  taken  into  consideration  by  the  ap- 
praiser and  he  arrives  at  a  judgment  as  to  the  value  of  the  property, 
based  on  the  three  separate  approaches  where  applicable,  or  on  some- 
thing less  than  the  three  where  not  all  are  applicable. 

Williams:  Well,  now,  let's  go  back  to  my  original  question.  Primarily 
you  used  sales,  that's  your  main  basis,  is  that  right?  That's  the  main 
system. 

Welch :  Well,  I  would  say  it  is  a  very  important  one  .  .  .  Mr.  .  .  . 
Senator  Williams  .  ,  . 

Williams:  Is  it  the  most  important  one  of  the  three  stages,  the  tliree 
steps  that  you  use? 

Welch :  I  'm  not  certain  .  .  .  Senator,  the  appraiser  will  use  various 
of  these  approaches  as  a  major  approach,  depending  upon  certain  cir- 
cumstances. If,  for  example,  you  are  in  a  new  .  .  .  newly  developed 
residential  area,  where  you  have  good  construction  costs,  and  possibly 
haven 't  had  very  many  sales  yet,  I  think  the  replacement  cost  approach 
might  be  given  major  emphasis.  On  the  other  hand  if  you  were  in  a 
downtown  business  district,  which  had  suffered  some  loss  of  business  to 
the  outlying  areas,  I  think  he  would  place  major  emphasis  on  the  in- 
come approach.  In  all  instances  we  do  try  to  get  sales,  and  these  rep- 
resent a  very  important  but  not  necessarily  the  major  factor  in  any 
instance. 

Williams:  Let's  take  agricultural  land  now;  that's  the  one  that  I 
am  primarily  interested  in.  What  do  they  use  in  that  case  ? 

Welch :  I  would  say  that  sales  probably  represent  the  most  im- 
portant of  the  three  approaches.  Of  course  the  replacement  cost  ap- 
proach is  not  applicable  to  farm  land.  The  income  approach  is 
applicable  but  is  .  .  .  rather  difficult  to  employ,  and  particularly  is  this 
true  in  areas  where  one  form  of  income  which  is  likely  to  accrue  to 
the  purchaser  of  the  property  as  a  capital  gain. 

Williams:  Well,  now,  let's  take  the  case  where  a,  man  has  a  grove,  an 
orange  grove,  in  Southern  California,  and  it's  going  to  go  into  sub- 
divisions. He  sells  it  at  a  price  of  $5,000  or  $6,000  an  acre,  then  he 
comes  into  Tulare  County  where  I  live  and  he  has  this  pot  of  gold, 
and  he  can  run  the  price  up.  Now,  is  sales,  the  sale  price,  is  that  the 
one  that  would  primarily  be  used? 

Welch :  Senator,  I  have  heard  of  these  cases,  and  .  .  . 

Williams:  Well  if  you've  been  around  Tulare  County  I'll  bet  you've 
heard  of  them. 

Welch :  I  have  been  around  Tulare  County  cases.  Senator,  and  that 
is  where  I  have  heard  of  them  and  I  can 't  answer  your  specific  question ; 
it  would  have  to  be,  I  'm  afraid,  directed  to  our  appraisers,  who  actually 
make  the  appraisals  in  the  county. 

Williams :  Well,  doesn't  the  State  Board  of  Equalization  have  a  guide 
book  or  a  Bible  that  they  use?  What  does  that  say,  or  don't  they  have 
one? 

Welch :  Yes,  we  have  a  very  voluminous  guide  book. 

Williams:  What  does  that  say? 

Welch :  It,  to  the  best  of  my  knowledge,  it  does  not  cover  that  par- 
ticular point,  sir. 
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Williams :  Well,  it  must  not,  or  else  they  're  not  going  by  it,  because 
.you  can  see  what's  happening  when  they're  bringing  this  pot  of  gold 
up  from  sale  of  an  orange  grove  in  Southern  California  where  sometimes 
their  factory  sites  go  for  $10,000  an  acre,  you  can  see  what  advantage 
they  would  have  in  coming  up  and  hitting  on  a  grove  in  a  rural  area. 
Let  me  go  back  to  one  more  question  that  Mr  Coolidge  asked  j-^ou.  Does 
the  State  Board  of  Equalization  assess  on  a  50  percent  ratio? 

Welch:  Fifty  percent  of  the  staff's  appraisal  of  the  utility  com- 
panies, is  that  what  ,you  mean? 

Williams:  Yes,  that's  the  question.  The  staff's  appraisal,  then,  is 
that  on  a  100  percent  basis  or  is  that  on  a  50  percent  basis  1 

Welch :  That 's  on  a  100  percent  basis.  That  is,  the  appraised  value 
is  the  full  market  value  as  ascertained  to  the  best  of  the  ability  of  the 
staff.  This  is  then  divided  in  two  to  arrive  at  the  assessed  value,  which 
would  menu  50  percent  ratio  to  the  staff's  appraised  value. 

Williams:  And  the  staff's  appraised  value  is  100  percent  of  the  re- 
placement cost? 

Welch:  No,  sir  .  .  .  no,  sir  .  .  .  it  is  100  percent  of  value. 

Williams :  One  hundred  percent  of  current  value  ? 

Welch :  Yes,  sir. 

Williams:  Well,  now,  according  to  Mr.  Lynch  on  the  State  Board  of 
Equalization,  I  think  he  maintains  that  this  article  is  correct  .  .  .  that 
you  assess  on  a  50  percent  basis,  50  percent  ratio  of  50  percent,  which 
would  be  about  25  percent. 

Welch :  I  was  trying  to  be  careful,  sir,  and  I  hope  I  was  successful,  to 
saying  that  the  figure  which  is  cut  in  two  in  order  to  arrive  at  the  as- 
sessed value  is  the  staff's  opinion  of  market  value.  Mr.  Lynch,  I  think, 
will  perhaps  speak  for  himself  and  may  express  a  different  opinion  from 
the  standpoint  of  a  board  member. 

Williams :  But  in  your  opinion,  they  are  still  assessing  on  the  basis  of 
a  50  percent  value  ? 

Welch :  Yes,  sir. 

Williams:  And  ...  in  your  opinion,  do  the  local  county  assessors 
assess  on  a  range  between,  I  think  the  report  says,  22  to  29  percent  on 
an  average? 

Welch :  Twenty  .  .  .  about  20^  to  29  percent. 

Williams :  Twenty  and  one-half  to  29  percent,  or  an  average  of  about 
25  percent,  is  that  right  ? 

Welch :  That  is  substantially  right,  yes. 

Williams:  That's  all  I  have,  Mr.  Chairman. 

Coolidge :  Yes,  Mr.  Williams  .  .  .  Assemblyman  Wilson. 

Wilson :  Mr.  Welch  .  .  .  the  1956  figures  that  you  referred  to  for 
San  Francisco,  now,  the  values  that  you  determined  .  .  .  and  by  which 
you  felt  that  the  assessments  in  San  Francisco  were  about  25  percent, 
were  those  reached  in  the  same  manner  in  which  you  reach  values  for 
public  utilities? 

Welch :  Well,  not  precisely,  Mr.  Wilson,  if  I  may  be  permitted  to  do 
so,  I  would  like  to  quote  to  you  a  passage  in  one  of  our  publications  that 
I  think  has  a  close  bearing  upon  this  point ;  may  I  do  so  ?  This  is  a 
publication  known  as  "Appraisal  of  Urban  Real  Estate."  It's  part  of 
the  Assessor's  Handbook,  which  is  issued  for  the  guidance  of  county 
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assessors  around  tlie  State.  This  is  a  seetioii  ap})cariii{^  on  page  14  and 
is  entitled  "Selection  of  Method."  "Selection  of  the  proper  or  best 
method  to  use  in  valuino-  particular  properties  is  important.  The  general 
practice  is  to  use  all  methods  when  possible,  each  as  a  check  against 
the  others.  This  does  not  mean  that  the  value  determined  by  each 
method  will  be  given  e(iual  weight  in  the  mental  processes  leading  to  the 
value  opinion.  Actually  the  final  value  will  api)roxiniate  the  value  de- 
rived from  the  most  applicable  method.  In  ])ractice,  the  selection  of 
method  depends  mainly  upon  the  kind  of  property  to  be  appraised,  and 
upon  the  type  of  income  produced  by  the  in^operty.  Properties  that  pro- 
duce commercial  rentals  can  be  valued  by  analyses  of  incomes.  The 
returns  of  homes  are  genei-ally  in  amenities  rather  than  in  money;  con- 
sequently, homes  cannot  be  valued  directly  by  income  analyses  but  the 
market  analysis;"  that  is,  the  sales  ajiproach,  if  I  may  interject  the 
term,  "and  replacement  cost  methods  are  usually  adequate.  Properties 
such  as  large  industrial  plants,  the  incomes  of  which  are  a  mixture  of 
business  enterprise  and  realty  earnings,  often  cannot  be  appraised 
directly  by  income  analyses,  because  of  the  difficulty  in  imputing  to 
realty  its  exact  earnings.  Likewise,  market  analysis  usually  fails  as  a 
method  of  valuing  such  plants,  because  of  scarcity  of  sales  of  com- 
parable properties.  Recourse  must  then  be  had  to  replacements  costs, 
less  any  accrued  depreciation.  The  preferable  method  of  appraisal  is, 
therefore,  actually  determined  by  the  types  of  return  that  a  property 
yields."  Noav  my  purpose  in  quoting  this  was  to  indicate  that  the 
method  of  appraisal  necessarily  varies  from  one  type  of  property  to 
another,  but  in  every  instance  the  objective  of  the  appraiser  is  to  arrive 
at  the  market  value  of  the  property  by  the  most  acceptable  method, 
carrying  in  mind  the  kind  of  property  that  you  are  appraising  and  so 
I  would  return  to  your  question  and  answer  it  somewhat  indirectly  by 
saying  that  we  do  not  use  exactly  the  same  methods,  or  give  exactly 
the  same  weight  to  the  different  approaches  to  value  in  our  intercounty 
equalization  practice,  as  we  do  in  our  utility  assessment,  but  in  each 
instance,  our  objective  is  to  find  the  market  value  of  the  property,  the 
market  value  of  the  state-assessed  property,  the  market  value  of  the 
locally  assessed  property. 

Coolidge:  Mr.  Bradley. 

Bradley:  Mr.  "Welch,  yesterday  this  committee  was  informed  by  one 
of  the  witnesses  that  a  public  utility  is  assessed  by  a  formula  at  a  value 
below  the  formula  used  by  the  county  assessor  or  county  assessors  in 
assessing  common  property,  and  that  therefore  in  effect,  there  is  no 
difference  between  the  percentage  of  assessment  by  the  Board  of  Equali- 
zation and  by  the  county  assessors.  Now,  do  you  subscribe  to  the  proposi- 
tion .  .  .  that  is  true,  that  the  public  utilities  are  being  assessed  at  a 
lower  formula? 

"Welch:  Mr.  Bradley,  I  think  the  answer  to  this  is  not  very  different 
from  the  answer  to  Mr.  "Wilson's  (luestion.  The  choice  of  the  formula 
that  is  .  .  .  should  be  made  in  light  of  the  kind  of  property  that  one  is 
appraising,  and  if  he  makes  the  proper  choice,  he  Avill  arrive  at  the 
nuirket  value  of  the  property,  using  that  formula  which  is  most  appro- 
priate to  the  circumstances.  Now  the  fact  that  one  uses  a  different 
formula,  that  is  specifically  that  one  considers  original  cost  when  assess- 
ing .  .  .  when  appraising  utility  properties,  and  replacement  cost  as  a 
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primary  factor  in  valuing  .  .  .  nonutility  properties,  does  not  neces- 
sarily mean  that  yon  end  np  with  inconsistent  results.  In  both  instances, 
your  objective  is  to  find  out  what  this  property  could  be  sold  for.  Now, 
in  the  case  of  the  utilities,  under  the  kind  of  regulation  to  which  they 
have  been  subjected  by  our  Public  Utilities  Commission  it  cannot  be 
said  ...  it  cannot  be  .  .  .  successfully  argued,  in  my  opinion,  that  a 
utility  can  be  sold  for  its  replacement  cost  less  depreciation,  for  the 
very  simple  reason  that  the  Public  Utilities  Commission  does  not  allow 
it  to  earn  upon  that  kind  of  a  figure.  And,  if  you  can 't  earn  on  replace- 
ment costs  less  depreciation  what  investors  regard  as  a  fair  return, 
3^on  cannot  sell  that  utility  property  for  replacement  costs  less  depre- 
ciation. If,  on  the  other  hand,  you  .  .  .  the  Utilities  Commission  does 
allow  one  to  earn  on  the  original  investment  in  the  property,  less  depre- 
ciation, then  this  represents  an  important  consideration  on  the  part  of 
those  who  are  considering  the  prospective  purchases  of  this  property, 
and  when  you  capitalize  earnings,  yon  are  getting  at  the  kind  of  con- 
sideration that  the  prospective  purchasers  and  the  sellers  would  .  .  . 
bear  in  mind  in  their  ...  in  their  .  .  .  negotiations,  and  similarly,  in 
our  opinion,  the  stock  and  debt  approach  is  a  reasonable  approach  to 
the  valuation  of  public  utilities,  although  it  is  not  very  often  available 
for  the  appraisal  of  common  proi^erties.  To  the  extent  it  is  available, 
in  our  opinion,  it  is  a  proper  approach.  The  stock,  the  purchase  of 
fractional  parts  of  a  property,  give  you  some  indication  of  the  value  of 
the  property  as  a  whole. 

Bradley:  Well,  let's  see  if  I  have  this  thing  clear.  Do  you  subscribe 
to  the  proposition  then,  that  .  .  .  that  in  assessing  a  utility  you  are 
using  either  a  basis  or  formula,  or  a  combination  of  formulas,  which  has 
the  net  effect  of  creating  a  value  for  that  utility  which  is  lower  .  .  . 
than.  .  .  a  method  which  might  be  used  by  the  assessors  of  the  State  of 
California  .  .  .  various  assessors  in  California  ? 

Welch :  Well,  Mr.  Bradley,  I  don 't  want  to  engage  for  semantics, 
but  I  would  like  to  comment  on  your  use  of  the  word  "creating  a 
value,"  well  .  .  . 

Bradley:  I  am  trying  to  arrive  at  the  full  cash  value,  or  .  .  .  your 
.  .  .  various  factors  that  are  required  to  be  used  for  determining  the 
value  of  a  piece  of  property. 

Welch :  Let  me  answer  your  question ;  I,  I  merely  wanted  to  repeat 
the  old  saw  that  it's  the  objective  of  an  assessor  not  to  fix  values,  but 
to  find  values  .  .  . 

Bradley:  All  right,  all  right  .  .  . 

Welch :  Now  .  .  .  the  formulae  which  are  employed  by  the  Board  of 
Equalization  in  the  assessment  of  utilities,  or  the  appraisal  of  utilities, 
are  formulae  which  we  believe  ai-e  designed  to  produce  the  market  value 
of  the  property.  This  is  a  lower  amount  than  one  would  get  if  he  were 
to  ask  what  would  it  cost  to  replace  the  property,  less  depreciation,  but 
I  submit  that  replacement  costs  less  depreciation  is  not  value.  Cost  is 
not  value  .  .  .  value  is  what  you  could  sell  a  property  for — cost  is  what 
you  paid  for  it,  the  two  can  diifer  substantially,  and  when  they  differ 
the  objective  of  the  appraiser  should  be  to  find  out  what  can  the  prop- 
erty be  sold  for — not  what  did  it  cost.  More  particularly,  what  would  it 
cost  to  replace  it?  I'm  trying  to  answer  your  question,  j\Ir.  Bradley, 
and  I'm  not  sure  I'm  succeeding.  In  my  opinion,  the  values  derived 
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bj'  the  State  Board  of  Equalization  are  market  "values" — the  values 
that  we  would  derive;  I'll  put  values  in  quotes  there  because  I  don't 
think  they'd  read  true  values,  the  fijjures  we  would  arrive  at,  were  we 
to  use  replacement  cost  less  depreciation  as  our  approach,  and  our  sole 
approach,  to  the  value  of  tlie  utility,  Avould  be  hi<>her.  This  would  not, 
in  my  opinion,  justify  their  use  because  the  Constitution  says  that 
property  shall  be  taxed  in  proportion  to  value,  not  in  proportion  to 
replacement  cost. 

Bradley:  Does  your  statement  also  justify  the  conclusion  that  .  .  . 
the  .  .  .  appraisal  of  common  properties  by  the  assessors  in  the  State  of 
California  is  in  effect,  then  the  same  ...  as  that  which  is  arrived  at  by 
the  .  .  .  State  Board  of  Equalization  .  .  .  and  in  assessing  utilities? 
That  seemed  to  be  the  conclusion  that  this  witness  wanted  to  draw,  that, 
in  effect,  it  is  six  of  one  and  half  a  dozen  of  another,  that  if  you  ap- 
praise common  properties  at  25  percent  of  value,  whatever  system  they 
use,  let's  say  it's  cost  less  depreciation,  or  replacement  costs  .  .  .  why 
...  in  effect  they're  appraising  at  a  higher  level,  and  therefore  25 
percent  appraisal  of  that  is  equal  to  the  50  percent  that  you  are  getting 
when  you  appraise  a  utility,  and  that  therefore  there  is  no  fundamental 
difference  between  the  two  systems  and  you  are  both  winding  up  at 
the  same  effect  .  .  .  that 's  my  understanding,  what  he  was  trying  to  tell 
this  committee. 

Welch :  Well,  I  could  not  concur  in  that  .  .  . 

Coolidge:  Mr.  Christensen. 

Christensen :  Carrying  out  Mr.  Bradley's  thoughts,  in  the  course  of 
your  appraisal  of  utility  property,  jow  are  called  upon  to  appraise  the 
nonoperating  properties  as  well  as  the  operating  properties  of  a  utility? 

Welch :  Yes,  sir. 

Christensen:  Now,  in  appraising  the  nonoperating  properties,  which 
I  think  it  is  determined  whether  it  was  used  50  percent  for  operational 
purposes  or  not  so  used,  do  you  adopt  the  same  method  of  appraisal  as 
you  do  for  the  operating  properties? 

Welch :  No,  T  would  say  that  .  .  .  that  is  somewhat  different  .  .  . 
Senator.  The  nonoperating  properties  are  in  most  instances  .  .  .  very 
much  like  the  properties  that  are  locally  assessed,  and  our  appraisals 
of  those  properties  would  be  more  comparable  .  .  .  more  nearly  com- 
parable to  the  appraisal  methods  used  by  the  county  assessors.  In  cap- 
italizing the  .  .  .  income,  for  example,  to  arrive  at  the  value,  the  unit 
value,  of  a  utility  company,  we  capitalize  the  operating  income  and  hold 
the  nonoperating  properties  outside  the  unit.  Those  are  appraised,  not 
as  frecpiently  as  we  would  like  to  do  it,  but  as  frequently  as  our  lim- 
ited staff  will  permit  us  to  get  around  among  the  counties.  They  are 
appraised  by  actual  physical  inspection  of  the  properties  in  the  field, 
and  by  use  of  methods  which  are  very  similar  to  those  commonly  used 
by  the  county  assessors. 

Christensen :  Well,  in  arriving  at  that  appraisal  figure  by  the  staff, 
Avhich  is  the  100  ]iercent  of  full  market,  or  full  cash  value,  and  in  deriv- 
ing the  figure  M'hich  is  to  be  the  assessed  value  to  be  allocated  to  the 
county,  do  you  apply  25  percent  or  50  percent? 

Welch  :  Oh,  50  percent,  sir. 

Christensen :  So  that,  if  I  understand  you  correctly,  those  properties 
that  are  nonoperative  of  a  utility,  located  within  a  county,  are  assessed 
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at  50  percent  of  the  full  cash  or  appraisal  value  while  comparable  prop- 
erties assessed  by  the  county  assessor  would  be  assessed  at  25  percent? 

Welch:  Well,  not  necesarily.  I  don't  mean  to  equivocate  here,  but  I 
would  point  out  that  the  25  percent  of  wliich  I  speak  is  an  average,  and 
that  it  is  comprised  of  ratios  for  individual  properties,  which  vary 
somewhat  from  this  average,  so  that  it  could  be  that  like  properties 
locally  assessed  were  not  at  the  25  percent  averatre.  Also,  I  suppose  that 
it 's  always  debatable  as  to  whether  our  assessment  is  a  .  .  .  is  50  per- 
cent of  a  full  cash  value  at  current  level.  As  I  implied  a  moment  or  two 
ago,  we  don't  get  around  to  counties  as  often  as  we  would  like  to,  and 
frequently  in  a  .state  that's  as  ...  as  vital  as  ours,  values  rise  rather 
rapidly  between  times  that  we  visit  properties  so  that  we  tend  to  lag 
behind  the  market  for  that  reason. 

Christensen :  In  order  that  we  may  thoroughly  understand  what  you 
mean,  you  do  not  appraise  at  25  percent  or  the  same  eonmion  ratio 
adopted  by  assessors  as  the  appraisal  value  ? 

Welch  :  You  are  correct. 

Christensen :  You  do  adopt  a  50  percent  as  to  nouoperating  proper- 
ties as  well  as  to  operating  properties  of  utility? 

Welch :  Yes,  sir. 

Christensen:  Now  what  is  the  reason  for  that? 

Welch:  Well  .  .  .  the  50  percent  goes  way  back  into  the  1930 's  at 
which  time  it  was  believed  that  local  assessments  were  at  approximately 
the  50  percent  level  and  this  50  percent  has  been  perpetuated  over  the 
years  .  .  .  partly  because  of  lack  of  knowledge  concerning  .  .  .  what 
was  the  local  as.sessment  level,  and  partly  because  of  the  .  .  .  tax  shift 
which  would  have  occurred  had  the  utility  assessment  level  been  re- 
duced to  the  local  assessment  level  when  a  reasonably  firm  figure  for 
local  assessment  level  had  been  reached. 

Christensen :  Do  I  understand  you  further  that  if  there  were  two 
pieces  of  property  ...  a  nouoperating  piece  of  property  owned  by  a 
utility  in  a  given  community  and  another  piece  of  comparable  loca- 
tion, situation,  owned  by  a  private  per.son  .  .  .  that  your  property  .  .  . 
that  tlie  ])roi)erty  assessed  by  the  State  Board  of  Equalization  as  the 
nonoi)erating  })roperty  of  a  utility  would  be  assessed  at  50  percent  of 
your  determination  of  the  fidl  casli  or  a])praisal  value  while  the  other 
piece  of  property  assessed  by  a  common  .  .  .  by  the  assessor  of  the 
county  would  be  assessed  at  a  lesser  figure  or  approximately  one-half 
of  that  figure  ? 

Welch:  Well,  this  would  very  often  be  the  case.  It  Avould  not  neces- 
sarily be  the  case  in  any  particular  instance  and  I'm  sure  you  know, 
])robably  know,  of  such  instances.  T  am  sure  there  will  be  instances 
presented  to  you.  There  are  properties  that  are  locally  assessed  at  .  .  . 
at  various  as-sessment  levels;  that  is,  at  various  levels,  various  ratios  of 
any  individual  appraiser's  concept  of  the  full  value  of  that  lu'operty; 
or  if  you  use  sales  prices  of  your  test  ...  as  your  test  of  full  value, 
you  will  find  that  lliere  are  some  properties  assessed  at  5  percent,  some 
a.ssessed  at  10,  15.  etc.,  up  to  50,  (iO  or  even  higher  percentages  of  the 
sales  price,  or  of  any  given  appraiser's  appraised  values,  and  likewise, 
1  daresay,  our  appraisals,  all  hough  they  icpresent  full  cash  value  in 
the  opinion  of  the  appi-aiser  who  made  them  at  the  lime  he  made  the 
aiJpraisal   may.   in   the  eyes  of  sojueone  else,   represent  something  less 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  483 

than  this,  and  consoqueiilly  I  could  not  honestly  say  that  I  would  .  .  . 
that  .  .  .  two  pieces  of  property,  one  alongside  the  other,  one  State 
assessed  and  one  locally  assessed  will  almost  invariably  be  one  assessed 
twice  what  the  other  will  be.  I  Avould  say  that  this  would  be  a  very 
common  situation  .  .  .  but  it  wouldn't  be  universal. 

Christensen :  Do  you  concur  in  what  I  believe  is  the  recommendation 
of  the  staff  of  this  connnittee  to  the  effect  that  nonoperating  property 
of  a  utility  be  assessed  by  the  local  assessor  rather  than  by  a  State 
Board  of  Equalization? 

Welch:  Yes,  sir. 

Coolidge:  Any  other  questions?  Thank  you  very  much,  Mr.  Welch. 

Assemblyman  Collier:  ]\Ir.  Chairman. 

Coolidge:  Mr.  Collier. 

Assemblyman  Collier:  Mr.  Welch  ...  in  arriving  at  your  appraised 
value,  say  that  you  have  the  historical  value  of  a  utility  that  has  been 
in  operation,  say,  for  25  years,  and  all  of  a  sudden  you  add  a  ...  an 
absolute  new  unit  to  it  .  .  .  how^  do  you  arrive  at  the  historical  cost 
when  you  have  just  added,  say,  a  ...  a  ...  a  terrific  expense  to  the 
utility  ...  as  compared  with  the  historical  cost  of  the  original  utility. 

Welch :  Each  item  of  property  goes  into  the  historical  cost  at  the 
acquisition  cost  at  the  time  it  was  .  .  .  was  devoted  to  the  public 
service.  For  example,  if  a  utility  were  to  have  constructed  a  hydro- 
electric plant  in  1929,  the  cost  to  it  in  the  j^ear  1929  Avould  be  one 
element  of  the  .  .  .  total  historical  cost.  If  then,  this  utility  sup  .  .  . 
supplemented  this  hydroelectric  plant  with  a  steam  plant  built  in 
1947,  the  actual  cost  in  1947  of  the  steam  plant  would  be  added  to  the 
actual  cost  in  1929  of  the  hydroelectric  plant  and  the  sum  of  the  two 
would  constitute  the  historical  cost  of  the  utility. 

Assemblyman  Collier :  Divide  by  two  ? 

Welch :  Well,  no  .  .  .  no,  you  don 't  divide  by  two  until  you  get 
ready  to  make  an  assessment,  but  I  want  to  point  out  that  our  .  .  . 
our  full  market  value  is  not  necessarily  just  the  sum  of  these  two.  The 
sum  of  these  two  constituting  the  historical  cost  is  one  of  the  elements, 
one  of  the  considerations  used  in  arriving  at  the  market  value. 

Assemblyman  Collier:  Well  now  that  this  book  states  here  that  .  .  . 
that  you  do  use  the  reproduction  cost  new  less  depreciation  in  arriving 
at  your  appraised  value  ...  do  you  concur  with  that? 

Welch :  Yes,  we  do. 

Assemblyman  Collier:  Well,  how  do  you  arrive  at  that  reproduction 
cost  new  less  depreciation  with  the  .  .  .  with  the  .  .  .  with  the  ex- 
ample that  you  just  gave? 

Welch:  We  take  the  hydroelectric  plant,  built  in  1929,  and  we  apply 
it  .  .  .  we  break  it  down  into  a  number  of  components  .  .  .  and  .  .  . 
that  is,  I  don't  know^  exactly  what  the  components  are  but  let's  say 
that  the  .  .  .  the  dam  constituted  one  component,  the  .  .  .  the  gener- 
ators another,  the  penstocks  another,  and  what  have  you ;  and  we  have 
.  .  .  index  numbers  that  are  applied  to  these  indicating  that  dams 
today,  let's  say  cost  twice  as  much  as  dams  ...  a  dam  did  in  '29,  so 
the  cost  of  the  dam  would  be  multiplied  by  two  to  get  the  reproduction 
cost  today.  Maybe  generators  cost  H  times  as  much  today  as  they  did 
in  '29  so  we  take  the  generator  cost  in  1929  and  multiply  it  by  1.5,  and 
so  on  down  the  line.  Add  up  all  of  these  mul  .  .  .  these  multiples,  these 
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the  rosulUs  of  the  multiplieatioii,  tlie  products,  and  we  get  the  total 
reproduction  cost  today.  This  tlien  is  depreciated  before  we  use  it  as 
an  indicator  of  current  value. 

Assemblyman  Collier :  Then  you  actually  raise  the  historical  cost  of 
one  unit  aiid  you  lower  tlie  cost  of  the  new  unit  to  arrive  at  a  ...  at 
a  compromise"/ 

Welch:  No  .  .  .  no,  1  didn't  carry  throuj^h  with  my  '47  steam  plant, 
but  it  may  be  that  today  it  costs  2;")  percent  more  to  put  in  a  generator 
.  .  .  for  !  .  .  in  a  steam  plant  than  it  did  in  1J)47.  So  we'd  multiply 
the  '47  cost  by  1.25  to  get  the  current  reproduction  cost.  Maybe  boilers 
cost  half  agaiii  as  much  now  as  they  did  in  '47,  so  we  multiply  the  boiler 
cost  by  1.5,  etc. 

Assemblyman  Collier:  Does  the  public  utilities  lean  upon  you  pcoi)le 
for  the  ajiproach  that  tliey  use  in  arriving  at  your  .  .  .  at  your  ap- 
praised value  or  your  historical  cost  ...  in  arriving  at  their  rates  to 
be  imposed  upon  the  utilities? 
Welch :  No,  they  do  not. 

Assemblyman  Collier :  They  do  not.  Do  they  use  the  same  method  of 
approach  in  arriving  at  their  appraised  value? 
Welch  :  You  mean  the  rate  .  .  . 

Assemblyman  Collier :  Historical  cost.  Do  they  consider  the  new 
plants,  as  tlie  example  you  just  gave,  in  arriving  at  their  rates,  or  do 
.  .  .  are  you  familiar  with  that? 

Welch:  Well,  I'm  only  casually  familiar  with  the  rate  making 
process,  Mr.  Collier.  The  .  .  .  the  rates,  the  rate  base  is  substantially 
the  original  cost  less  depreciation.  They  do  not  factor  these  thiugs  up  as 
I  indicated  we  do  in  arriving  at  reproduction  cost. 

Assemblyman  Collier:  Well  that  answers  my  (|uestion  there.  Now, 
one  more  (juestion  .  .  .  one  more  (juestion  ...  I  think  in  1947  you 
people  published  in  the  Senate  Journal  your  statewide  average  and 
your  averages  of  the  .  .  .  that  is  the  assessments  of  the  counties.  Now 
.  .  .  why  aren't  those  made  public  each  year  ?  Isn't  that  a  responsibility 
of  the  Board  of  Equalization  to  make  tliese  public? 

Welch :  Well,  Mr.  Collier,  we  do  make  public  a  considerable  amount 
of  infonnatiou,  consisting  specifically,  using  last  year  as  an  example, 
of  the  range  within  which  the  assessment  ratios  lie,  the  statewide  aver- 
age, and  the  number  of  counties  at  eadi  assessment  level.  Now  there 
l)robably  are  two  reasons  why  we  don't  make  full  publication  and  I 
would  say  that  the  major  reason  is  that  the  Legislature  has  each  .  .  . 
session,  since  1949,  postponed  the  effective  date  of  Chapter  1466  .  .  . 
We  know  that  one  of  the  principal  objections,  and  the  committee  was 
told  this  yesterday,  to  Chapter  1466,  is  it  provides  for  publication  of 
ratios.  Since  the  Legislature  has  postponed  this  act  from  time  to  time, 
we  have  assumed  that  the  Legislature  did  not  wish  us  to  publish  the 
ratios.  There  is  another  reason,  and  I  will  allude  to  this,  even  though  it 
may  be  a  little  embarrassing  to  us  .  .  .  We  do  not  feel  that  our  ratios  are 
accurate  to  the  second  or  third  decimal  point;  they  are,  we  hope,  ac- 
curate to  approximately  one  percentage  point,  and  the  staff  consultant 
who  .  .  .  has  analyzed  our  statistical  nu'thods  .  .  .  has  so  iiulicated  in 
his  contribution  to  this  report.  But  .  .  .  we  feel  that  we  still  have  a 
little  wavs  to  go  in  our  work  before  we  can  be  conridcut  that  we  have 
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this  dcf>ree  of  accuracy  in  all  of  our  ratios;  we  feel  that  we  might  be 
doing  an  injustice  to  publish  a  ratio  .  .  .  which  ...  is  ...  of  ...  is 
not  as  accurate  as  it  might  purport  to  be. 

Assemblyman  Collier:  One  other  .  .  .  one  other  question  and  I'm 
through. 

Coolidge :  Mr.  Collier,  if  you  want  the  school  bill  heard,  you  'd  better 

Assemblyman  Collier:  No  ...  no  ...  no  this  is  .  .  .  this  is  right 
along  here  .  .  .  Now  one  other  question.  Doesn't  the  Board  of  Equali- 
zation, whenever  the  a  coun  .  .  .  the  .  .  .  counties  submit  their  rolls, 
you  either  have  to  equalize  them  or  either  you  give  orders  for  them  to 
either  raise  or  lower,  is  that  right? 

Welch :  We  either  find  that  the  roll  is  acceptable,  or  we  issue  orders 
to  raise  or  lower,  yes,  sir. 

Assemblyman  Collier :  Now,  that  .  .  .  now,  since  you  have  made 
samplings  and  you  found  that  there  are  variances  between  the  counties, 
how  can  you  equalize  those  M'ithout  making  it  known  public?  The 
differential  .  .  . 

Welch :  Mr.  Collier  .  .  . 

Collier  ...  In  other  words,  you  are  violating  one  way  or  the  other. 

Welch :  When  we  do  issue  an  order  we  must  make  it  known  what 
the  .  .  .  what  we  believe  the  assessment  level  of  a  county  to  be  and  .  .  . 
this  is  a  matter  of  ...  of  ...  of  record  that  is  accessible  to  any  who 
wish  to  pursue  the  subject.  In  the  last  two  years  we  have  not  found  it 
necessary  to  issue  an  order  because  there  has  been  a  very  substantial 
degree  of  uniformity  in  assessment  levels;  it's  not  perfect,  but  it's 
substantial. 

vSenator  Collier:  Mr.  Chairman. 

Coolidge:  Senator  Collier. 

Senator  Collier:  The  gist  of  your  testimony  is  this  .  .  .  that  the 
nonoperative  assessments  practiced  by  the  board  are  substantially  the 
same  as  those  of  the  county  assessor  in  assessing  county  property,  am  I 
not  right? 

Welch :  If  I  understood  you  right,  I  'm  afraid  I  could  not  say  yes  to 
that.  I  ...  I  believe  that  for  the  most  part  our  assessments  of  non- 
operative  property  are  about  twace  as  high  in  relation  to  full  cash  value. 

Senator  Collier :  I  'm  talking  about  practices. 

Welch  :  You  're  talking  about  the  appraisals  ? 

Senator  Collier :  I  'm  talking  about  appraisal  values  .  .  . 

Welch :  Yes,  the  appraised  values  should  be  about  the  same  as  the 
appraised  values  that  inter-county  equalization  appraisers  would  put 
on  locally  assessed  properties. 

Senator  Collier :  What  percent  of  the  .  .  .  the  total  assessments  that 
you  make  on  utilities  is  the  non-operative  end  of  it? 

Welch :  .  .  .  .  Senator,  I  'm  afraid  I  don 't  know  the  answer  to  that. 
It  would  be  quite  small  in  the  case  of  most  taxpayers.  It's  large  in  the 
case  of  Union  Pacific  and  I  think  most  of  the  railroads  have  a  sub- 
stantial amount.  You'll  have  to  ask  Mr.  Travis,  I'm  afraid. 

Senator  Collier:  Mr.  Travis? 

Welch :  Yes.  It  wouldn  't  bulk  very  large  in  the  total  of  state  assessed 
properties. 
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Senator  Collier:  ...  Do  you  happen  to  have  the  total  assessments  of 
the  utilities  in  California? 

Welch:  Yes,  I  do.  I  should  know  the  figure,  but  I  won't  risk  my 
memor}'.  The  total  value  of  state  assessed  property  ...  in  1958,  the 
latest  year  .  .  , 

Senator  Collier:  Yeah. 

Welch :  Was  .$3,391,000,000. 

Senator  Collier:  $3,391,000,000? 

Welch:  Yes,  sir. 

Senator  Collier:  Now  .  .  .  now,  you  don't  know  what  percent  of 
that  is  operative  and  nonoperative  ? 

Welch :  No,  I  do  not. 

Wright:  Senator  Collier? 

Senator  Collier:  Yes. 

Wright:  Appendix  1  on  Page  105  of  the  report  .  .  .  which  merely 
quotes  certain  Board  of  Equalization  figures  indicates  that  .  .  .  3.32 
percent  of  the  total  appraised  value  by  the  State  Board  of  Equalization 
is  nonoperating  propert.y  and  0.33  percent  was  leased  property,  leaving 
96.35  percent  as  operating  property. 

Senator  Collier:  I  see  ...  so  it's  a  small  portion  of  it. 

Wright :  Very  small. 

Senator  Collier:  Well  .  .  .  then  Avhat  would  be  the  effect  if  this 
nonoperative  property  or  operating  property  was  transferred  over  to 
the  county  assessor  .  .  .  have  any  weight  ...  if  we  ...  if  $206,000,- 
000  was  SAvung  over  on  the  other  side? 

Welch:  Well,  it  would  have  a  relatively  small  effect  on  the  State 
roll.  It  would  .  .  .  have  a  large  effect  on  the  individual  properties  be- 
cause allegedly  they  would  be  reduced  from  a  50  percent  ratio  to  a 
25  percent  ratio  when  they  went  from  one  roll  to  the  other. 

Senator  Collier :  But  are  you  sure  that  there  .  .  .  there  .  .  .  there 
would  be  that  reduction? 

Welch :  I  wouldn  't  be  sure,  Senator,  no,  I  'm  not  .  .  .  not  .  .  .  either 
.  .  .  no  .  .  . 

Coolidge:  Mr,  Welch,  we've  had  request  from  the  committee  for 
copies  of  the  Appraisal  Manual.  Thank  you  very  nuu-h,  ]\Ir.  Welch. 
Mr.  Lynch  .  .  .  ]\Ir.  Lynch  .  .  .  There  is  a  long  distance  call  here  for 
]\rr.  George  Moore  if  he'll  see  the  Sergeant  at  Arms  he'll  give  him  the 
number  to  call.  Introduce  yourself  please. 

Lynch :  Mr,  Chairman  and  members  of  the  committee,  1  am  John  W. 
Lynch  of  Tulare,  member  of  the  State  Board  of  Equalization  from  the 
Second  District.  I  wish  to  make  it  clear  at  this  time  that  the  views  and 
opinions  expressed  by  me  are  mine  alone  and  do  not  necessarily  .  .  . 
reflect  the  opinions  of  the  board  or  any  other  member.  Your  staff  con- 
cludes and  recommends  on  page  32  of  their  report  that  the  members 
of  tlie  Board  of  Equalization  inform  themselves  fully  of  the  work  of 
their  staff  and  openly  and  clearly  state  their  conclusions.  I  can  assure 
you  that  the  members  of  the  Board  of  Equalization,  since  the  fifth  of 
Jaiuiary  of  this  year,  have  done,  are  doing,  and  will  continue  to  do 
just  that.  What  occurred  beCon*  that  <late  I  have  no  control  over,  just 
as  you  gentlemen  in  the  Legislature  are  not  res))(>nsible  for  the  actions 
of  the  men  you  replaced.  In  the  1957  Session  oF  the  L<'gislature  Senate 
Concurrent  Kesohition  No.  f>2  was  adojited,  which  created  the  Joint 
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Interim  ('oiinniitee  on  AsscssnuMit  Practices.  The  main  (jucstion  to  1)0 
answered  by  the  committee  was:  "Is  state  assessed  proj)erty  value  at 
tlie  same  level  as  locally  assessed  })roi)erty  is  being  assessed  by  the 
county  assessors?"  Your  principal  conclusion  in  answering;'  this  ques- 
tion is  that  public  utility  assessments  are  at  approximately  50  percent 
and  locally  assessed  property  is  at  approximately  25  percent.  Both  as- 
sessments as  percent  of  full  cash  value  or  market  value.  To  me  it  is  un- 
realistic to  assume  that  public  utilities  are  appraised  on  the  same  basis 
as  other  taxpayers.  However,  the  crux  of  the  matter  lies  in  the  pro- 
cedures used  in  determining  the  market  value  of  the  operating  prop- 
erty of  the  public  utilities.  You  state  that  the  unitary  valuation  of 
the  utility  operating  property  is  standard,  given  most  acceptance  by 
the  courts.  The  three  methods  or  combinations  thereof  for  deriving  the 
market  value  accepted  as  common  usage  in  appraising  the  operating 
property  of  public  utilities  are:  (first)  indication  of  market  value 
derived  from  capitalized  earniiigs;  (second)  indication  of  market  value 
derived  from  market  value  of  stock  and  debt;  and  (third)  indication 
of  market  value  derived  from  depreciated  historical  cost.  The  sums  of 
the  valuations  arrived  at  by  these  three  methods  are  added  together 
and  divided  by  three  to  arrive  at  the  average  valuation.  This  is  said 
to  be  the  full  cash  value  of  the  utility. 

You  further  conclude  that  depreciated  historical  cost  in  the  utility 
field  is  factual  because  it  is  a  recorded  fact  on  the  balance  sheet  of  a 
regulated  utility.  Reproduction  cost  less  depreciation  on  the  other 
hand,  you  state,  is  a  synthetic  thing  because  it  does  not  appear  on  the 
balance  sheet.  It  must  be  built  up  by  trending  knoAvn  costs  upward  or 
downward.  We  submit  that  this  is  exactly  what  a  county  assessor  does 
in  assessing  a  home,  or  a  building,  or  a  physical  plant. 

The  average  utility  also  has  two  intangible  untaxed  assets  of  great 
value — a  guaranteed  minimum  income  and  freedom  from  competition. 
For  proof  of  the  A^alue  of  these  intangible  assets,  compare  a  light  and 
power  utility  or  telephone  company  with  the  plight  of  the  railroads 
which  have  no  guaranteed  minimum  income  and  are  subject  to  fierce 
competition.  They  have  lost  passenger  traffic  to  air  and  buslines  and 
private  autos.  They  also  have  fierce  competition  with  the  trucking  in- 
dustry for  freight,  and  they  even  compete  amoug  themselves. 

Furthermore,  income  taxes  are  allowed  as  an  appropriate  deduction 
in  determining  the  net  operating  income  of  a  utility.  Income  taxes  are 
ignored  by  the  county  assessors  even  when  appraising  properties  of  the 
largest  corporations;  such  as  Standard  Oil,  U.  S.  Steel,  etc.  Farmers 
and  businessmen  can  be  losing  money  steadily,  perhaps  even  going- 
bankrupt,  but  property  appraisals  by  county  assessors  continue  at  the 
same  rate  as  other  comparable  property  in  the  area.  As  an  example, 
you  list  the  appraised  value  of  the  operating  property  of  the  P.  G.  &  E. 
at  $1,864,000,000.  However,  if  you  capitalized  before  deducting  the 
income  tax,  the  result  would  be  $2,956,000,000.  There  is  a  difference  of 
about  five  percentage  points  between  those  figures  ...  in  a  ...  in  a 
.  .  .  pardon  me  ...  in  accordance  with  the  method  used  by  the  staff 
of  the  Board  of  Equalization,  50  percent  of  the  former  would  be 
$932,000,000;  if  the  method  used  by  county  assessors  is  followed,  25 
percent  of  the  latter  would  be  $839,000,000.  A  difference  of  about  five 
percentage  points. 
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SiiR'i'  tlic  \'aluati<)ii  Division  allows  the  iiicoiiu'  tax  (Iciluctioii  in  eom- 
putiiij^'  the  capitalization  factors  for  puhlir  iitiliiics,  they  are  actually 
valuing  the  person  and  not  the  ju-opertx-  as  llic  county  assessors  do. 

It  is,  of  course,  clear  that  the  shift  of  the  animal  statewide  tax 
burden  of  the  17.")  public  utilities  to  the  shouKlers  of  the  five  million 
ortlinary  taxpayers  will  exceed  lUO  million  dollai's  whether  the  schenu' 
is  carrieil  out  overnijjrht  or  over  a  i)eriod  of  years,  it  is  also  obvious 
that  the  added  millions  of  tax  dollars  on  locally  assessed  properties 
will  not  produce  a  nickel's  worth  of  new  revenue  but  will  merely  offset 
the  public  utility  windfall.  All  of  this  may  advance  the  utilities'  plans 
to  expand  and  modernize  but  can  only  have  a  deva.stating  effect  on 
future  growtli  and  expansion  of  business  and  agricultural  enterprises. 
The  only  result  will  be  juggling  of  tax  load  from  one  class  of  taxpayer 
to  others  who  have  no  guaranteed  margin  of  return  aiul  who  do  not 
enjoy  a  monopoly  of  services  or  product  in  their  businesses. 

To  quote  from  one  of  the  recommendations  in  your  own  report:  "It 
is  common  knowledge  that  not  only  in  California,  but  in  practically 
every  state,  the  present  level  of  a.ssessment  is  far  below  market  value. 
AVithout  censuring  anyone,  one  can  say  that,  for  the  most  part,  it  is  a 
byproiluct  of  our  rajudly  expanding  economy.  Can  the  State  of  Cali- 
fornia exi>ect  that  the  present  levels  of  assessment  be  brought  up  to  the 
standard  prescribed  by  the  Constitution?  At  this  late  hour,  we  do  not 
think  so.  To  reipiire  all  assessors  now  to  conform  to  the  market  value 
standard  would  create  more  fiscal  problems  than  it  would  solve." 

The  published  report  of  your  staff"  was  made  available  just  18  days 
ago.  Since  that  time  I  have  made  an  intensive  study  of  the  problem. 
1  have  worked  out  a  proposal,  which  I  intend  to  submit  to  your  com- 
mittee, that  nuiy  enable  us  to  find  a  suitable  way  out  of  this  contro- 
versial dilemma.  It  is  in  the  form  of  a  constitutional  amendment  which 
reads  as  follows : 

"Notwithstanding  any  other  i)rovision  in  this  Constitution  con- 
tained, the  Legislature,  two-thirds  of  all  the  members  elected  to  each  of 
the  two  houses  voting  in  favor  thereof,  shall  have  the  power  to  provide 
for  the  assessment  of  property  for  i)urposes  of  taxation  at  less  than  the 
full  market  value  thereof,  and  in  the  exercise  of  such  power  nuiy  pro- 
vide that  any  property  recpiired  by  this  section  to  be  assessed  by  the 
State  Board  of  p](|ualization  siudl  be  assessed  in  a  manner  and  at  a 
proportion  of  market  value  different  from  all  other  proj)erty ;  provided, 
that  the  ratio  of  assessed  value  to  niark(>t  value  of  any  property  as- 
sessed by  such  board  shall  not  be  lower  than,  nor  more  than  two  times 
as  high  as,  the  ratio  of  assessed  valu(>  to  market  value  of  locally  assess- 
able property.  I'ntil  the  Legislatni-e  l)y  a  law  enacted  ])ursuant  to  its 
authority  under  this  section  i)rovides  otherwise,  all  property  assessable 
by  the  State  Board  of  Efpialization  shall  be  assessed  at  a  projiortion  of 
the  market  value  of  such  property  which  is  two  times  as  high  as  the 
average  ratio  of  assessed  value  to  market  value  of  locally  assessable 
property  for  the  State  as  a  whole,  as  determined  annually  by  such 
boai'd." 

May  1  reiterate  that  this  is  only  one  i)roi)osed  solution  that  may 
solve  this  knotty  problem,  and  furthermore,  that  this  rein-esents  the 
lliiiiking  of  only  one  member  of  the  Hoard  of  F.({uali/.at ion  and  does 
not  represent  the  thinking  of  the  entire  board  at  this  time. 
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Before  diseussinfi^  the  fi<;'ur(>s  in  the  stafF  report,  T  woiihl  like  to  read 
Mr.  Coolidpe's  hotter  to  lue  under  date  of  March  2,  1959. 
' '  Dear  Mr.  Lynch  : 

''You  have  been  quoted  in  several  articles  as  sayinj?  that  the 
actual  rate  of  utility  assessments  is  closer  to  25  percent  than  to  50 
percent.  In  view  of  your  experience  as  a  tax  man  and  as  a  member 
of  the  Board  of  Equalization,  the  Assessment  Practices  Committee 
is  very  much  inter(>sted  in  your  facts  and  conclusions.  We  have 
been  encourauinii'  anyone  who  disa<irees  with  our  consultant's  con- 
clusion on  this  point  to  testify,  usino'  the  many  figures  on  several 
major  utilities  that  Mr.  Chapman  included  in  his  report.  In  your 
case,  of  course,  you  would  have  full  access  to  all  the  records  of  the 
board,  as  well  as  to  the  figures  in  Mr.  Chapman's  report.  We 
would,  therefore,  very  much  like  to  have  you  testify  on  this  point 
before  the  committee.  We  suggest  that  you  take  the  figures  for  one 
or  more  large  gas  and  electric  or  telephone  companies,  and  use 
them  to  demonstrate  to  the  committee  how  you  arrive  at  the  full 
cash  value  of  the  utility  and  how  your  valuation  compares  to  the 
assessment.  Hearings  are  scheduled  for  both  March  9th  and  10th 
and  we  will  be  glad  to  give  you  as  much  time  as  you  need  either 
day. 

Cordially  yours, 
(Signed)  Glenn  E.  Coolidge" 

I  have  decided  to  talk  about  the  Pacific  Gas  and  Electric  Company, 
and  on  page  106  of  the  report  you  will  find  a  summary  of  the  appraisal 
.  .  .  the  1957  appraisal  of  the  operating  property.  The  three  methods 
employed  are  the  standard,  acknowledged,  approved  methods  used  by 
all  experts  in  appraising  tlie  property  of  public  utilities.  The  .  .  .  con- 
sultants who  prepared  this  report,  Mr.  Chapman  and  Mr.  Reeves,  I 
believe,  are  acknowledged  to  be  experts  in  their  field.  I  also  wish  to  state 
that  the  staff  members  of  our  own  Board  of  Equalization  are  equally 
expert  and  are  capable,  competent  men  and  I  have  no  quarrel  whatever 
with  their  figures.  I  will  point  out  to  you  that  there  are  three  methods 
used  in  the  appraisal  of  utility  property.  First  is  the  indication  of 
market  value  derived  from  capitalized  earnings.  The  figure  arrived  at  is 
$1,748,769,953.  The  second  method  used  is  the  indication  of  market 
value  derived  from  market  A^alue  of  stock  and  debt.  The  figure  arrived  at 
there  is  $2,052,767,782.  The  third  figure  used  is  the  indication  of  market 
value  derived  from  cost.  This  is  from  depreciated  historical  cost  which 
they  are  required  to  use.  This  figure  is  $1,821,519,690.  As  you  will  note 
on  page  ...  on  lines  17,  18  and  19,  these  three  sums  are  added  together 
and  make  a  sum  of  $5,623,057,425.  This  is  divided  by  three,  and  the 
average  is  $1,874,352,475  and  that  is  the  appraised  value  of  the  operat- 
ing property  as  determined  by  Mr.  Chapman  and  Mr.  Reeves.  On  the 
line  below,  line  23,  is  the  value  determined  bv  the  Valuation  Division  of 
the  State  Board  of  .  .  .  of  Equalization.  This  is  $1,864,084,040.  Line 
24  shows  the  ratio  of  the  one  appraisal  ...  as  against  the  other,  and  I 
will  point  out  to  you  that  there  is  only  a  difference  of  fifty -five  hun- 
dredths of  1  percent  in  the  figures  arrived  at  by  your  experts  hired  bv 
your  committee  and  the  experts  employed  by  the  Board  of  Equalization. 
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The  whole  question,  you  have  lieard  it  .  .  .  you  heard  it  all  day  yester- 
day ;  you  will  hear  it  all  day  today,  and  if  this  committee  sat  here  for 
two  weeks,  you  would  hear  the  same  thiufr  over  and  over  and  over, 
from  every  witness;  it  would  depend  upon  which  side  he  is  on.  There 
are  two  methods  of  appraisinir  pro|)erties.  I  have  just  hriefly  told  you 
the  methods  that  are  used,  the  accepted  methods  used  in  appraising 
utility  pro])erty.  Xo  one  can  quarrel  with  them;  they  are  used  in  every 
state  I  inulerstaud ;  they  are  used  all  over  the  United  States,  and  when 
these  experts  used  this  method,  they  all  came  out  to  the  same  answer 
The  county  assessors,  on  the  other  hand,  use  entirely  different  ,  .  .  dif- 
ferent nu'thods  in  arriving  at  their  conelusions  .  .  .  and  in  this  report, 
the  staff,  Mr.  ('haiunan,  Mr.  Keeves  and  the  men  working  witli  tliem, 
have  put  figures  tliat  would  have  been  used  by  county  assessors;  in  other 
words,  this  one  point  that  we  disagree  so  much  upon.  ri^]>roduction  costs 
new  less  depreciation  and  in  the  assessor's  handbook  ...  1  heard  one 
of  the  committee,  I  forget  w^hich  one  it  was,  ask  if  there  is  any  standard 
that  is  used  by  county  assessors  .  .  .  gentlemen,  there  is,  absolutely,  a 
very  voluminous  handbook,  and  in  the  Pitnum  corresi^ondence.  ]\Ir.  Pit- 
man being  a  county  assessor,  he  refers  to  the  principal  point  ...  I  will 
find  it  here  in  a  moment.  It  is  on  ]>age  2M2  of  tlie  report  .  .  .  and  it 
...  it  is  cajitioned  "2"  near  the  bottom,  and  it  reads  as  follows:  *'It  is 
my  opinion  that  replacement  costs  new  less  depreciation  should  be  the 
first  basic  consideration  given  in  the  comparison  of  state-assessed  prop- 
erty and  local-assessed  ]^ro)ierty,  and  if  this  approach  should  be  used  to 
test  the  level  of  assessment  between  the  state-assessed  and  locally  asses.sed 
pro]ier1y  in  as  many  properties  as  possible."  T  believe  that  I  have  ...  I 
have  to  find  the  page  .  .  .  let  me  refer  you  to  page  280  of  the  report  in 
which  the  de])reciated  reproduction  cost  is  used  for  the  20  companies  that 
were  used,  20  utilities  that  were  used  in  the  report.  You  will  note  on  the 
fourth  line  from  the  top.  Pacific  Gas  and  Electric  Company,  the  ratio 
of  assessment  to  depreciated  reproduction  cost  is  34.1.  For  the  entire 
20  companies  the  average  is  )U.4  and  using  that  method  I  submit 
that  that  is  closer  to  25  percent  than  it  is  to  50  jiercent.  There  is  another 
study  made  regarding  the  P.  C  and  E.  on  ]>age  48  .  .  .  The  income"  oF 
the  Pacific  Gas  and  Electric  is  capitalized  before  the  deduction  of  the 
income  tax  .  .  .  you'll  find  it  at  the  bottom  of  the  page,  and  using  this 
method,  their  value  is  arrived  at,  the  figures  shown  is  $2.05(1. 5(12, 5()4. 
Now  going  back  to  page  106,  where  they  .  .  .  where  they  capitalized 
the  income,  where  they  use  the  ca]ntaliza1ion  of  the  income,  as  one  of 
the  factors  in  arriving  at  the  full  mark(>t  value  ...  if  that  figure  wvvo 
used  instead  of  the  one  that  is  used,  that  is,  the  capitalization  after  the 
deduction  of  inccmie  taxes,  y(m  would  find  a  far  different  result.  Now 
.  .  .  that  concludes  my  reference  to  tlie  book  until  some  other  gentleman 
asks  me  about  it,  and  I  am  willing,  perhaps  not  able,  because  T  do  want 
to  reniiiul  you  that  T  have  been  a  m(>mber  of  the  P>oard  of  Efpmlization 
for  barely  over  (iO  days,  and  I  have  iu)t  had  an  o]ipoitunity  in  that  (lO 
(lays  to  a<M|uii-e  all  the  knowledge  I  need  in  assessing  either  jmblic 
utility  property  or  couunon  pi-o))evty  .  .  .  that's  not  my  field;  my  field 
is  income  taxes.  Thank  you. 

Coolidge:  ]\Ir.  Wilson  has  a  (jnestion,  Mr.  TiVncli. 

"Wilson:  Well,  mine  is  more  a  commendation  of  Mr.  Tjynch  for  the 
fine  presentation  he  had  made.  T  think  it  is  most  refreshing  after  a  lot 
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of  the  lioj^wasli  \vc  jiot  yesterday  .  .  .  T  just  -want  to  compliment  you, 
sir. 

Williams:  May  T  ask  one  (iiieslioii,  Mr.  Lyueh? 

{\)oli(lfj;'e  :  Senator  Williams '/ 

Williams:  Let  me  go  baek  to  the  question  wliieli  I  asked  Mr.  Welch 
which  he  referred  to  you.  Do  you  feel  then  that  utility  property  is  as- 
sessed on  a  ratio  of  25  percent  whieli  is  about  the  same  as  local  prop- 
er-ty  ? 

Lynch:  No.  I  do  not  feel  that  they  are  assessed  on  exactly  the  same 
level,  but  I  say  tliat  the  assessment  of  the  public  utility  i)roperty  .  .  . 
if  the  methods  used  by  the  assessor,  that's  this  whole  arf>ument,  as  I 
say,  you'll  hear  it  daj'  after  day  no  matter  how  lonj?  you  sit,  if  the 
same  methods  were  used,  you  come  nearer  to  finding'  that  they  are  ap- 
praised closer  to  25  percent  and  I  remind  you  that  the  .  .  .  that  the 
average  tliat  we  quote,  the  figures  that  Ave  give,  ranges  from  20  to  30 
percent  in  various  counties  for  the  assessments  that  are  made  by  the 
county  assessors.  They  are  not  assessing  all  exactly  25  percent. 

Williams:  No,  I  realize,  that's  an  average. 

Lynch  :  That  is  the  statewide  average. 

Williams:  Well,  let  me  read  you  this,  and  then  you  tell  me  if  it's 
correct.  This  is  supposed  to  have  been  your  statement. 

Lynch  :  Noav,  where  .  .  .  now,  all  right. 

Williams:  It's  dated  Visalia.  If  utility  property  is  being  taxed  on  a 
50  percent  of  valued  basis,  the  value  standard  is  half  as  great  as  that 
for  privately  assessed  property.  Now  that  will  reduce  it  down  to  about 
25  percent,  isn't  that  right? 

Lynch :  I  can 't  recall,  and  .  .  .  and  will  you  please  read  it  again 
because  I  haven't  got  it  before  me. 

Williams:  Well,  I  appreciate  that  and  I'm  sorry  I  didn't  have  an 
extra  copy.  ''If  utility  property  is  being  taxed  on  a  50  percent  of 
valued  basis,  the  value  standard  is  half  as  great  as  that  for  privately 
assessed  property." 

Lynch :  I  can 't  remember  making  that  statement,  sir  .  .  . 

AVilliams :  Well,  it  ...  it  could  be  an  error  .  .  . 

Lynch:  They  .  .  .  they  don't  always  quote  you  exactly,  because  I 
can  ...  I  still  can't  understand  just  what  the  statement  means. 

Williams:  But  .  .  .  Oh,  I  see,  you  don't  understand  what  the  state- 
ment is  .  .  .  well  then  there's  no  use  in  asking  you  another  question. 
I  believe  what  you  were  trying  to  state  there  is  that  it's  possible  utili- 
ties are  assessed  on  a  50  percent  basis.  The  standard  that  they  use  as 
to  values  is  only  half  of  what  it  should  be,  so  therefore  it  reduces  it 
to  25  which  is  about  equal  to  what  local  property  would  have  .  .  . 

Lynch :  That  .  .  .  that  was  what  .  .  .  that 's  my  general  meaning. 
Now,  I  would  like  to  refer  to  something  that  was  discussed  yasterday. 
There  were  some  questions  asked  of  the  .  .  .  Mr.  Gerdes  of  the  Pacific 
Gas  and  Electric  regarding  one  of  their  properties.  Noav,  some  of  the 
statements  that  I  have  made  were  based  purely  upon  the  information  I 
had  at  hand,  and  I  have  to  believe  my  eyes,  and  as  I  say,  I  was  not 
on  the  Board  of  Equalization;  I  did  not  have  their  records  available, 
and  until  this  booklet  came  out,  I  didn't  even  know  what  a  unitary 
assessment  meant.  Believe  me,  I  know  now.  But  .  .  . 
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^Villiams:  AVe're  tindin-,'  out  sumr  thiiiys  we  diiln't  know  before  too, 
Mr.  Lynch.  One  more  question  .  .  . 

Lynch :  But  .  .  . 

AVilliams :  Go  ahead. 

Lynch:  Could  I  .  .  . 

Williams:  (Jo  ahead. 

Lynch:  Could  I  pursue  this  one  .  .  .  one  thinp:  that  I  used  for  .  .  . 
for  a  basis?  .  .  .  ^Iv.  Gerdes  was  asked  about  the  li^ures  on  the  Bi^ 
Bend  Power  Plant.  Now  thuse  .  .  .  tliose  fi«r  .  .  .  fi^'ures  were  avail- 
able in  Mr.  Cunningham's  report  on  tlie  subject  ...  it  is  the  report 
of  the  Cunningham  Committee  on  August  20,  1958,  and  I  would  like 
to  (juote  you  a  few  figures.  Li  a  letter  to  the  ...  to  the  Department 
of  Water  Resources  under  date  of  August  2,  1954,  Pacific  Gas  and 
Electric  Company,  in  an  asking  price  for  tliat  property,  asked  the  sum 
of  $3:}.()()(),()(K)  and  to  bolster  their  .  .  .  their  figures,  they,  the  P.  G. 
and  E.  valued  that  property  under  their  methods  of  valuation  at  $27,- 
OOU,UU().  The  Department  of  Water  Kesources  .  .  .  not  wanting  to 
accept  their  figures  had  an  appraisal  of  their  own  made,  and  they  came 
up  with  the  figure  of  $27,3()5,0()().  Now,  that  same  year,  the  allocated 
nuu-ket  value  by  the  Board  of  Equalization,  and  as  I  say,  our  men  are 
competent,  was  .'1<1.'?,629,5()0  and  as  is  custcmiary  witli  them,  they  divided 
that  by  two,  and  the  sum,  the  amount  that  they  submitted  to  the 
assessor  of  that  county,  which  he  placed  on  his  assessment  roll  was 
.$6,81 4,750.  Now  I  submit  that  tiiis  market  value  i)laced  there  by  the 
Board  of  Eipmlization  ...  as  not  quite  .$14,000,000  is  not  .  .  .  very 
much  more  than  50  percent  of  the  values  arrived  at  both  bv  the 
P.  G.  &  E.  and  the  Department  of  Water  Kesources  of  $27,00(),0()0. 
It's  on  such  evidence  as  this  that  I  .  .  .  that  I  have  spoken  out,  saying 
that  I  do  not  believe  that  this  .  .  .  that  there  is  such  a  disparity. 
Another  instance  that  I  will  cite  on  the  assessment  roll  in  my  own 
county,  and  Senator  3'ou  are  from  that  same  county,  I  see  property 
assessed  or  appraised  by  the  Board  of  E(iualization  belonging  to  the 
Southern  California  Edison  Company.  It  is  valued  at  $75  an  acre  and 
it  is  on  the  Tulare  County  Tax  Roll  at  $37.50  an  acre.  The  property 
across  the  road,  exactly  similar  property  was  appraised  by  our  county 
assessor  at  $200  an  acre,  and  it's  on  the  tax  roll  at  about  $50  an  acre. 
IIow  can  I  think  that  the  public  utilities  are  being  socked  twice  as 
much  as  other  property  owners?  I  have  to  believe  the  evidence  of  my 
own  eyes. 

Williams:  Now,  Mr.  Lynch,  let  me  ask  you  another  (|uestion.  You 
heard  the  statement  this  morning  from  Mr.  Welch  that  one  of  the 
nuijor  factors  was  the  sale  price.  They  used  sales;  they  considered  that 
very  important.  Now  you  know  our  condition  as  well  as  I  do,  without 
this  .  .  .  lingers  coming  in  from  Southern  California.  Is  it  your  opin- 
ion fi-om  the  time  you've  been  on  the  board,  that  they  are  using  sale 
prices  too  miich  in  valuing  agricultural  land? 

Lynch:  1  .  .  .  I'm  not  sure  how  much  weight  they  are  giving  that 
as  stated  in  the  assessor's  ...  in  the  assessor's  handbook,  reproduc- 
tion costs  new  less  depreciation  is  the  first  factor  that  they  use  and 
they  consider  that  the  most  important.  They  do  use  sales,  because  there 
are  instances  where  sales  .  .  .  can  be  used.  However,  I  will  refer  to 
the  best  definition  of  a  fair  nuirket  value  that  1  can  think  of.  We  use  it 
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extensively  in  income  tax  work  and  the  definition  is  that  fair  market 
value  is  the  price  that  an  informed  buyer,  without  compulsion  to  buy, 
will  pay  to  an  informed  seller  without  compulsion  to  sell.  Now,  that, 
is  no  compulsion  on  either  side  .  .  .  they  both  know  what  they  are 
doing.  Now,  I  don't  want  you  ...  I  heard  you  refer  to  what's  hap- 
pening' in  our  county.  These  people  in  Soutliein  California  will  sell 
an  oranp-e  grove  perhaps  for  .'t?l 0,000  an  aci-e;  they  come  up  to  Tulare 
County  in  your  area,  or  around  rorlerville  or  Strathmore,  and  they 
will  pay  as  high  as  $2,000  an  acre  for  not  too  good  orange  land  in 
some  cases.  Now,  if  our  county  a^ssessors  would  say,  now  this  is  the 
value  of  all  the  orange  groves  in  this  area,  he  wouldn't  be  the  assessor 
after  the  next  election,  believe  me  .  .  .  that's  it. 

Williams:  Mr.  Lynch,  you're  absolutely  correct  and  that's  the  part 
I'm  getting  at  except  for  one  thing.  I'm  not  worried  so  much  about 
our  assessor  as  I  am  about  the  State  Board  of  E(|ualization  men  coming 
into  the  county  and  using  that  as  a  rule  .  .  .  because  that's  exactly 
w^hat  happened  .  .  .  w'hen  they  came  through  the  county  not  too  long 
ago.  That's  the  point  that  I've  objected  to  is  that  they  are  taking  the 
sale  of  the  land  and  they're  not  taking  other  things  into  consideration, 
because  you  and  I  know  that  an  orange  grove  that's  going  to  cost 
$0,000  an  acre  .  .  .  the  man  just  can't  make  a  living  on  it.  He  can't 
possibly  do  it.  Now,  one  more  question,  if  you  please,  Mr.  Chairman. 
I  notice  it's  12  o'clock.  Mr.  Chapman,  in  his  report,  naturally  had  to 
go  to  your  oi^ce  to  get  some  of  the  values  that  w^ere  placed  on  some  of 
the  utility  property  .  .  . 

Lynch :  Yes,  sir. 

Williams :  Is  that  right  ? 

Lynch :  Yes  sir. 

Williams :  Do  you  know  of  any  other  place  that  he  could  get  them  ? 

Lynch:  Our  .  .  .  our  board,  now  I'm  not  too  familiar,  although  Mr. 
Chapman  refers  to  this  very  thing  in  speaking  about  the  depreciated 
historical  cost  .  .  .  there  was  a  reference  that  he  get  the  figures  and 
reconcile  them  with  the  Board  of  Equalization's  figures  and  he  dis- 
covered that  the  figures  are  turned  over,  that  we  mention,  without 
audit,  by  the  utilities  .  .  .  the  ...  to  the  Public  ITtilities  Commis- 
sion. .  .  .  The  Board  of  Equalization  goes  to  the  Public  Utilities  Com- 
mission, I  may  be  wa'ong,  but  I  think  I'm  right,  from  the  statement  in 
this  little  blue  book,  they  aecept  those  figures  at  face  value.  Now  .  .  . 
I  w^ant  to  point  out  to  you,  if  I  were  auditing  the  income  tax  of  any 
public  utility,  I  would  not  simply  take  the  figures  they  handed  me  and 
take  a  ...  a  comptometer  and  figure  out  the  mathematical  correctness 
and  say  O.K.  this  is  all  right.  I  would  go  and  check  into  the  source  of 
those  figures  and  verify  them  before  I  would  accept  them.  However, 
we  do  accept  the  figures  that  are  handed  to  us  b}-  the  utilities. 

Williams:  Well,  now,  in  the  case  of  this  committee  with  a  $200,000 
budget  to  operate  on,  in  your  opinion  we  couldn't  ask  our  consultants 
to  make  a  stick  and  stone  appraisal,  is  that  correct? 

Lynch :  I  thoroughly  agree  wuth  you,  that  w^ould  be  impossible. 

Williams:  What  would  you  .  .  . 

Lynch :  A  full  physical  appraisal  of  a  ...  of  a  huge  utility  would 
simply  take  months,  and  would  cost  a  lot  of  money. 
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Williams:  Well,  that's  what  the  supervisors  requested.  What  would 
you  guess  it  would  cost  to  do  that  with  the  P.  G.  &  E.?  Want  to  make 
an  ott'-the-euff  guess? 

Lynch :  .  .  .  I  haven 't  any  idea,  but  Mr.  Williams,  I  'm  speaking  as 
one  member  of  the  Board  of  Equalization;  I  .  .  .  we  have  cordial  rela- 
tions, I  believe,  with  the  supervisors,  I  hope,  althougli  there  will  be 
times  possibly  wlien  we  won't. 

Williams:  Well,  our  county  is  a  little  ditferent  from  some  others  in 
that  respect,  I  think,  Mr.  Lynch.  (General  laughter.)  That  was  before 
your  term  on  the  board. 

Lynch:  As  I  ...  as  I  wish  to  again  point  out,  I've  only  been  on 
this  board  for  GO  days  and  I  don't  know  the  answers  and  it  will  be  a 
long  time  before  1  learn  all  the  answers. 

AVilliams:  Thank  you  very  much  .  .  .  That's  all. 

lloll :  Mr.  Lynch,  I  may  have  missed  this ;  .  .  .  1  read  ...  1  heard 
your  letter  that  Mr.  Coolidge  had  written  to  you  asking  you  to  put  a 
value  on  the  Pacific  Gas  and  Electric  or  some  other  company.  You  gave 
us  a  lot  of  figures,  but  I  never  did  hear  your  total  value  that  .  .  .  what 
you  considered  the  value  of  the  Pacific  Gas  and  Electric  market  value. 

Lynch :  .  .  .  Mr.  lloll,  I  do  not  disagree  ...  I  ...  as  I  stated,  or 
tried  to  make  clear.  I  have  the  utmost  confidence  in  the  ability  of  our 
statf  on  the  Board  of  Equalization.  Using  the  methods  which  are  ac- 
cepted in  appraising  public  utilities  properties,  public  utility  proper- 
ties, I  have  no  quarrel  wuth  them,  and  1  am  not  in  a  position  in  one 
week's  time  to  make  an  independent  appraisal  of  the  Pacific  Gas  and 
Electric  so  ...  1  mean  I'm  not  being  facetious,  I  ...  I  mean  this  in 
all  seriousness.  Possibly  .  .  .  and  I  would  not  use  any  other  figures,  1 
would  use  my  board's  figures  because  I  believe  they  are  absolutely  right. 

lloll:  You  say  they  are  the  .  .  .  the  accepted  methods.  You  say  that 
they  are  the  accepted  methods,  accepted  rather  widely  ...  1  gather 
you  mean  accej^ted  by  other  states  and  the  literature  in  the  field  and 
by  the  courts,  is  that  right? 

Lynch :  That  is  my  understanding  from  the  report. 

Holl:  Well,  now,  wouldn't  that  mean,  if  these  are  the  accepted 
methods,  wouldn't  that  mean  that  if  you  went  to  a  reproduction  cost 
method,  that  you  would  be  using  unaccepted  methods?  In  other  words, 
methods  that  are  not  accepted  by  the  authorities  and  by  the  courts? 

Lynch :  That  is  true.  But  I  say  that  we  are  trying  to  arrive  at  the 
same  thing  by  two  different  paths  and  never  the  twain  shall  meet.  There 
is  simply  endless  argument  about  the  methods. 

lloll:  You  don't  then  agree  with  j\Ir.  Welch  that  you  have  to  use 
the  correct  method  for  the  particular  type  of  property  being  appraised  I 

Lynch :  1  do. 

lloll:  Well,  isn't  that  exactly  what  they're  doing?  .  .  .  Experts  say 
that  the  correct  method  for  the  particular  type  of  property  being  ap- 
praised here  is  this  three  average  and  particular  type  of  property  being 
appraised  by  local  assessors  cost  of  reproduction. 

Lynch:  Well,  I  will  agree  there  ...  in  ...  in  this  respect  .  .  . 
that  in  ai)praising  a  i)roj)erty  our  staff  is  bound  to  follow  certain  rules 
which  are  trade,  what  we  might  call  trade  ])ra('tices,  but  1  mipht  jtoint 
nut  the  fact  that  oue  of  the  .  .  .  one  of  the  issues  brought  up  in  this 
report  is  that  it  would  be  impossible  to  buy  .  .   .  public  utility,  a  large 
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one  particularly  ...  I  didn't  ...  I  noted  with  interest  in  the  report 
that  there  Avas  the  sale  ol'  a  puhlie  utility  rej)orted.  That  was  the  Pinole 
Light  and  Power  Conijiany.  All  the  fi<iures  are  her*^  .  .  .  and  ...  if 
3'ou  care  to  look  at  them  .  .  .  they're  on  i)a<;e  121  of  your  re})ort  .  .  . 
and  it  shows  the  value  determined  by  the  State  Board  of  Equalization 
.  .  .  after  adjustments  and  so  forth  of  $826,694.  The  actual  sales  price 
was  higher  and  I  presume,  that  it  was  an  informed  buyer  .  .  .  buying 
from  an  informed  seller,  I  don't  think  the  P.  G.  &  E.  would  have  gone 
into  tliis  blind,  and  1  understand  that  the  seller  was  not  forced  to  sell; 
he  wasn't  in  finaiieial  dii^culties  ...  it  was,  it  was  an  arm's  length 
transaction,  and  the  ratio  of  the  board's  valuation  to  sales  price  was  95 
and  98  percent.  Merelj^  a  bare  4  percent  off.  However,  this  was  based 
upon  the  price  at  the  time  the  negotiations  were  entered  into,  and  I 
see  at  the  bottom  of  the  page  that  if  the  figures  had  been  used,  if  the 
price  had  been  used  that  the  stock  was  worth  when  the  .  .  .  when  the 
transaction  was  completed,  because  the  P.  G.  &  E.  stock  was  going  up, 
that  the  ratio  .  .  .  would  have  been  ...  I  believe  94-81.  This  is  in 
rather  fine  print  down  there.  (Laughter.) 

Holl :  You  have  made  one  other  comment  that  surprised  me.  If  I 
understood  the  implication,  it  was  that  either  the  board  ...  or  someone 
else,  accepted  the  figures  of  the  utilities  rather  blindly  without  audit 
.  .  .  and  I  think  you  implied  that  you  found  that  in  the  report.  This 
was  a  complete  surprise  to  me  because  it  is  contrary  to  anything  I  know 
is  in  the  report  and  to  any  knowledge  I  have  of  what  the  State  does. 
The  State  spends  huge  sums,  as  a  matter  of  fact,  in  order  to  find  out 
whether  the  reports  they  get  are  correct  or  not. 

Lynch :  The  ...  I  may  be  ...  I  will  refer  you  to  page  233  .  .  . 
I  may  ...  I  may  misinterpret  the  report.  Page  233  .  .  .  the  second 
paragraph  of  the  Pitman  reply  .  .  .  verification  of  figures. 

Holl :  I  'm  not  sure  I  can  .  .  .  start  reading  the  paragraph. 

Lynch:  .  .  .  It's  the  second  paragraph  under  part  3 A. 

Holl :  Beginning  with  what  word  ? 

Lynch:  Beginning  with  the  "property  figures  reported  to  the  board 
for  the  15  gas,  electric  and  telephone  utility  companies  covered  in 
Appendix  19  in  Mr.  Chapman's  report  were  reconciled  with  the  control 
figures  reported  to  the  .  .  .  were  reconciled  with  the  control  figures 
reported  to  the  Public  Utilities  Commission"  there's  an  aster  ...  an 
asterisk  there.  Well,  it  simply  names  the  utilities.  The  word  "recon- 
ciled" in  one  sense,  overstates  the  operations  .  .  .  the  figures  were 
compared  in  each  case  and  it  was  found  that  the  figures  in  the  reports 
to  the  Public  Utilities  Commission  were  the  same  as  those  reported  to 
and  used  by  the  board.  In  other  words,  the  board's  starting  point  is 
a  group  of  carefully  audited,  highly  accurate,  historical  cost  figures  for 
these  .  .  .  for  these  major  utilities.  It  does  not  state  who  audits  those 
figures,  who  prepares  those  figures,  who  arrives  at  this  historical  cost. 

Holl:  AVell  .  .  .  now  .  .  . 

Lynch :  It  isn  't  clear  to  me. 

Holl :  Well  .  .  .  well,  let  me  clear  it  up  a  little  bit.  In  the  first  place, 
who  did  the  reconciling?  That  refers  to  me,  I  did  the  reconciling;  I 
took  the  figures  from  the  board  and  we  went  down  and  looked  at  the 
PUC  figures  and  found  .  .  . 
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Lynch:  JJut  wJiorc  do  lliey  get  tlioir  figures? 

lloll:  Who? 

Lynch :  The  PUC  ? 

lloll:  rue  gets  them  from  the  companies  and  they  have  a  very 
extensive  and  a  very  careful  audit  program  going  way  back  into  about 
VJ'S'S  when  the  IState,  in  common  with  man}-  other  states,  spent  huge 
sums  of  money  to  get  the  correct  historical  cost  retiected  on  the  books 
of  public  utilities,  and  they  did  spend  huge  sums.  They  went  out  and 
tJiey  did  an  auditing  job  second  to  none  tliat's  ever  been  done  in  this 
Country.  iSince  then,  they  audit  periodically  the  additions,  and  the 
removals  of  utilities  books,  and  you  do  have  a  highly  audited  record  of 
.  .  .  that  is  reported  to  the  Public  Utilities  Commission,  in  other  words 
the  reports  that  come  from  the  company  are  audited  by  tlie  Public 
Utilities  Commission  and  they  are  audited  in  considerable  detail. 

Lynch :  1  'm  glad  to  hear  that.  liemember,  when  I  made  the  statement 
I  said  1  may  be  wrong,  because  i  did  not  know  where  those  ligures  came 
from  and  .  .  . 

HoU:  Yes. 

Lynch:  The  report  does  not  indicate  that  they  were  audited  by  the 
P.  U.  C.  .  .  .  You  can  have  your  own  internal  audit  .  .  .  auditors 
prepare  figures,  as  any  corporation  does. 

HoU:  Well  ...  I  ...  1  wasn't  ...  I  wasn't  trying  to  disagree;  I 
thought  the  record  should  be  straight  on  that  point,  and  1  don't  think 
there  is  anyone  here  who  does  disagree  that  we  do  have  some  highly 
audited  figures  and  probably  the  most  accurate  historical  cost  figures 
that  can  be  found. 

Coolidge :  Senator  Miller. 

Miller:  I'd  like  to  ask  a  question  of  Mr.  Holl  while  Mr.  Lynch  is 
still  on  the  stand.  Now  yesterday  we  projected  that  1.80  figure.  How 
should  that  figure  be  corrected  for  the  income  tax  factor  that  was 
mentioned  by  Mr.  Lynch  ?  As  1  understand  from  Mr.  Lynch,  the  income 
tax  payments  by  the  corporation  are  taken  into  consideration  prior  to 
the  determination  of  fair  returns,  is  that  correct? 

Lynch :  It 's  correct. 

i\liller:  Now,  wouldn't  that  also  be  the  case  in  that  chart  there, 
Mr.  HoU? 

Holl :  Let  me  have  the  microphone ;  1  '11  answer.  Yes,  they  have  been 
taken  into  account  here.  This  takes  .  .  .  deducts  all  the  income  tax 
payments  in  getting  down  and  showing  that  if  you  did  try  to  capitalize 
on  a  depreciated  cost  of  reproduction  basis  after  you  paid  your  operat- 
ing expenses,  j-our  bond  interest,  your  i)referred  stock  dividend,  and 
all  your  taxes  including  your  property  tax  and  income  tax,  you  would 
have  1.86  earnings  return  upon  your  common  stock. 

Miller:  1.86  return  upon  your  common  stock.  Now  what  income  taxes 
have  been  paid  ?  Those  that  would  accrue  from  the  distribution  of 
dividends? 

Holl:  No,  sir.  You  don't  have  to  distribute  any  dividends  at  aU  in 
order  to  pay  income  tax. 

Miller :  But  if  you  do  .  .  . 

HoU:  it  is  based  .  .  . 

Miller :  .  .  .  distribute  dividends  .  .  . 

HoU  :  That  has  no  bearing  .  .  .  has  no  bearing. 
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Miller:  You're  right,  your  right,  sure. 

Holl :  For  a  corporation  .  .  . 

Miller :  Yeah,  you're  right,  you're  right. 

Holl:  They  pay  on  the  earnings,  regardless  of  whether  they  distrib- 
ute or  do  not  distribute. 

Miller:  Yeah,  that's  the  .  .  .  that's  right.  (Laughter.) 

Lynch :  Mr.  Miller,  I  believe  tliat  this  .  .  .  this  chart  represents 
what  would  happen  if  they  were  capitalized  on  a  reproduction  cost 
new  less  depreciation  .  .  .  they  are  stating  there  in  view  of  the  fact 
that  50  percent  of  their  capital  structure  is  devoted  to  4  percent  bonds ; 
now,  if  we  would  knock  those  4  percent  bonds  out  of  there  and  assume 
that  they  were  operating  on  cash,  there  might  be  .  .  .  your  result  .  .  . 
your  net  result  down  there  might  be  a  little  different.  I'm  not  .  .  . 
because  I  note  that  here,  in  this  report,  where  they  take  up  the  earn- 
ings of  the  P.  G.  &  E.  ...  I  note  with  interest  that  they  paid  $52,- 
000,000,  I  believe,  in  interest  to  these  bondholders,  which  is  also  an 
expense  of  course. 

Miller:  Then  there  shouldn't,  Mr.  Holl,  be  any  income  tax  fraction 
factor  applied  to  that  1.86,  is  that  correct? 

Holl:  May  I  have  the  mike?  That's  my  understanding,  that  Mr. 
Chapman  has  taken  that  into  consideration,  and  he  had  deducted  out 
the  income  tax  that  would  been  paid  by  the  company  on  the  basis  of 
that  capitalization  and  that  earnings. 

Miller:  I  see.  And  the  only  income  tax  remaining  to  be  paid  out  of 
that  1.86  is  that  that  will  be  paid  by  the  individual  shareholder  as  .  .  . 
on  the  receipt  of  .  .  .  on  the  ...  on  the  dividends  that  he  receives? 

Lynch :  That  is  right,  sir.  And  that  is  absolutely  out  of  proportion 
because  we  will  find  in  the  pages  of  this  report  that  the  P.  U.  C.  is  will- 
ing to  allow  up  to  8,  from  8  to  10  percent  on  the  earnings,  and  1.86,  if 
they  had  that,  they  would  probably  ask  for  rate  increase. 

Holl:  Well,  doesn't  that  .  .  .  doesn't  that  get  back  to  what  Mr. 
Chapman  was  illustrating,  that  you  can't  find  a  value  of  depreciated 
reproduction  cost  as  long  as  you  have  that  limitation  on  earnings? 

Lynch:  That  .  .  .  that's  right,  and  also  he  is  ...  we  are  pointing 
out  the,  the,  the  point  that  cannot  be  reconciled  between  the  assess- 
ments of  public  utilities  and  the  assessments  of  other  property  where 
this  reproduction  cost  less  depreciation  is,  is  one  of  the  prime  factors. 

Coolidge :  One  more  question. 

Holl:  Mr.  Welch  pointed  out  this  morning  that  you  can't  get  a 
reproduction  cost  on  land.  That  means  that  .  .  ,  the  value  of  a  farm, 
you  don't  get  reproduction  cost. 

Lynch  :  That 's  right. 

Holl :  So  when  you  value  a  building  or  factory  you  do  get  reproduc- 
tion costs?  Why  doesn't  that  disturb  anyone,  that  you  have  to  use 
different  factors  between  the  land  and  the  building  ?  I  'm  not  clear  why 
it  .  .  .  you're  ...  so  disturbed  between  the  public  utility  and  some- 
thing else,  but  you're  not  disturbed  between  the  land  and  the  building. 

Lynch:  I'm  not  disturbed,  Mr.  Holl,  and  as  far  as  an  assessor  will 
find  .  .  . 

Coolidge  :  Well,  frankly,  we  are. 

Lynch:  An  assessor  will  find  that  he  has  to  use  different  methods 
in,  in,  in  .  .  .  for  instance  in  appraising  a  farm  he's  got  to  use  that 
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.  .  .  the  approach  used  there  ...  in  appraising  a  residence,  we're 
talking  about,  about  income  or  income  tax,  there's  no  income  from  a 
residence.  We  have  to  use  other  factors,  and  various  factors  are  used 
and  given  their,  their  projjortionate  weight  by  your  eounty  assessors. 
Now.  I  never  knew,  frankly,  that  county  assessors  were  such  smart  men. 
But  if  they  have  to  follow  the  rules  laid  down  in  our  assessor's  hand- 
book, they  are  really  .  .  .  they  are  really  competent  men,  or  should  be. 

IIoll :  Well,  you  seem  to  be  agreeing  with  Mr.  Welch  that  you  do 
value  each  type  of  property  u.sing  the  factors  and  the  evidence  that 
particularly  apply  to  that  property,  correct? 

Lynch :  Yes,  sir. 

HoU:  And  you  have  just  said  that  the  methods  used  by  the  state 
board  and  by  Mr.  Chapman  are  the  accepted  methods  for  valuing 
public  utility  property. 

Lynch:  That's  right,  sir.  They  do  not  u.se  those  same  methods  in 
appraising  any  other  .  ,  .  even  the  Standard  Oil,  the  P.  G.  &  E.  .  .  . 
not  the  P.  G.  &  E.,  U.  S.  Steel  or  any  large  corporation. 

HoU:  They  don't  use  those  same  methods  .  .  .  U.  S.  Steel  that  they 
use  in  appraising  a  farm,  do  they? 

LjTich:  That's  right. 

Holl:  So  that  means  that  we  can't  compare  a  farm  to  U.  S.  Steel 
property. 

Lynch :  No,  but  we  ...  we  do  appraise  all  of  these  public  utilities 
using  the  same  method.  We  don't  care  whether  it's  light  and  power, 
it's  a  railroad,  and  .  .  .  and  I  will  say  here  that  I  .  .  .  the  railroads 
are  in  a  terrible  plight,  because  they  do  not  have  a  guaranteed  income 
and  they  .  .  .  they  are  subject  to  competition,  as  I  pointed  out.  They 
should  be  set  aside,  in  a  different  class  from  your  other  monopolistic 
utilities. 

Holl :  Well,  my  understanding  is  that  the  local  assessor  uses  many 
different  methods  depending  upon  the  type  of  property  to  be  assessed. 

Lynch :  He  must. 

HoU:  So  then,  all  of  a  sudden  we  say  that  the  public  utilities  .  .  . 
they  use  a  somewhat  different  method  again,  but  then  they  can't  com- 
pare. Now,  why  can't  you  compare  one  if  you  get  a  full  value,  full 
cash  value,  just  as  easily  as  you  can  local  property? 

Lynch:  Well,  my  only  explanation  to  that  is  that  you  can't  play  a 
ba.seball  game  using  basketball  rules,  and  you  can't  play  a  basketball 
game  using  baseball  rules.  The  methods  of  approach  are  entirely  dif- 
ferent and  they  cannot  be  reconciled.  Let  me  point  this  out,  without 
any  criticism,  or  just  this  as  comment  of  my  own.  We  have  two  experts 
working  for  tlie  Board  of  Equalization,  one  works  with  the  county 
asses-sors,  and  uses  their  methods;  the  other  works  in  the  assessment  of 
j>ublic  utility  properties.  They  have  both  been  employed  by  the  board 
for  over  25  years;  they  are  both  experts.  Thase  men  have  been  arguing 
for  25  years  and  they'll  argue  today  that  the  methods  cannot  be  used, 
and  you  can't  arrive  at  the  same,  at  the  same  answer. 

MiUer :  You  .  .  .  you  mean  used  interchangeably  ? 

Lynch:  Oh  .  .  .  oh,  they  cannot  be  used  interchan^'eably. 

Williams:  Well,  what  are  they  argue  .  .  .  you  said  that  they  will 
argue  that  the  methods  cannot  be  used.  I  didn't  quite  get  that,  sir. 
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Lym-li:  Tlu'v.  tlifv  lu-ar  .  .  .  tlu-y  ar<;iu'  that  tlic  nu'tluids,  siiu-e 
they  are  entirely  tlittereiit.  that  you  i-aimot  arrive  at  the  same  marki't 
valiie  of  a  certain  pieee  of  property  by  .  .  .  they  will  not  eome  up 
with  the  same  answer,  in  other  wonl.s.  If  one  of  them  uses  his  methods, 
and  the  other  one  uses  his,  they  will  not  arrive  at  the  sanie  answer. 

Lanternuin:  But  they  will  jret  haek  to  the  dollar  sifjn  in  the  lonj;  run, 
won't  they?  They  will  value  eaeli  and  vft't  to  the  dollar  eo.><t.  isn't  that 
ri^lit  ? 

Lyneh:  They  will  «:<'t  to  the  dollar  eost  under  the  rules  that  they  are 
r«'«|uired  to  follow. 

Miller:   rsiu«r  their  respective  nu'thods? 

Lyneh  :  That  is  ri'j-ht.  Senator. 

Coolidire:  Mr.  Lauternuin. 

Miller:  Well,  they  will  <ret  to  that   .  .  .  exeuse  me. 

Lauterman  :  I  just  wanted  to  refer.  Mr.  Lyneh.  to  that  oranpe  jrrove 
farndand,  orehard  transfer,  here,  a  mimite  airo.  The  values  that  you 
want  your  assessor,  ur  you  think  yo\ir  assessor  is  usiiiir  there,  he  takes 
into  eonsid«'ration  the  earniiifr  value  of  that  ]>roperty.  Tn  other  words, 
he  is  capitalizing  that  on  its  earning  capacity,  isn't  he? 

Lyiu'h  :   He  must,  that  is  one  of  the  considerations. 

Miller:  That 's  one  of  the  considerations  .   .   . 

Lyneh:  That's  one  of  the  considerations. 

Miller:   And  lie  wouldn't  he  ai\  assessor  very  lon^r  if  he  didn't. 

liyneh:  Xo.  l?tit  .  .  .  hut  I'nj  ^'oin«r  to  say  that  I've  .seen  people 
operatinfr  oranire  jrroves  <lown  in  my  county  that  were  losinj?  money 
year  after  year,  year  after  year,  hut  their  property  assessments  .stayed 
ripht  up  there,  and  if  they  didn't  pay  them,  the  .  .  .  the  county  took 
the  property  away  at  the  end  of  five  years. 

Miller:   And  the  as.ses.sor  is  still  in  office? 

Lyneh  :  Ah.  yes  lie  is. 

Coolidfie:   P'inal  (luestion  by  Senator  Miller. 

Miller:  He  didn't  jret  all  the  votes,  that's  all.  Now.  you  talked  aho.it 
these  two  fellows  in  the  two  ditTerent  fields,  within  the  same  office. 
assessinp  different  types  of  property.  T  ...  we  spent  a  considerable 
amount  of  time  with  a  local  asses.sor  yesterday  tryincr  to  dilTerentiate 
between  methods,  and,  and,  and  the  fundamental  thini:  of  value.  Now, 
is  it  i>roper  to  a.ssume  that  in  each  instance  the  tliintr  that  they  are 
hxikiufi  at   .   .   .   lookintr  for  with  tli"ir  ditTerent  methods  is  value? 

Lyneh:  Yes,  sir.  They  .  .  .  they  are  tryinf;  to  arrive  at  the  fidl 
ca.sh  value  of  anything  that  they  appraise. 

Miller:  Well.  then,  it's  .  .  .  you  don't  see  anythiufr  inconfjruous  or, 
or  incompatihl(>  at  least  with  approaehini:  a  ...  I  think  the  example 
used  was  V.  S.  Steel,  a  farm  and  a  public  utility,  by  three  ditTerent 
methods  and  if  each  of  them  are  jnirsued  in  the  individual  case,  you 
maintain  that  yon  will  jret  a  ritrht  answer  in  respect  to  value,  after 
you've  applied  the  formula  and  made  the  computation  in  each  instance, 
rijrht  ?  Even  thou<rh  they're  done  by  three  ditTerent  methods. 

Lynch :  I  doubt  it  very  much,  because  .  .  . 

Miller:  All  ri«;ht,  let  me  not  confuse  it  ...  I  confuse  it  with  the 
farmland.  Let's  do  that  as  two  separate  fpiestions.  Excuse  me.  fro  ahead 
and  answer,  1  didn't  want  to  shut  off  your  an.swer.  becau.se  it  didn't 
appear  to  be  the  right  .  .  . 
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Lyiicli :  Well,  I  ...  as  ...  as  I  said  before,  when  the  Contra  Costa 
County  assessor  assesses  the  U.  S.  Steel  plant  up  at  Pittsburg  he  does 
not  take  into  consideration  the,  the  income  tax  of  the  U.  S.  Steel  Cor- 
poration. He  .  .  .  he  absolutely  ignores  it.  He  uses  it  on  a,  on  a  .  .  . 
probably  on  a  reproduction  cost  less  depreciation.  That  would  be  one 
of  his  major  factors  in  arriving  at  it.  li  he  deducted  that  .  .  .  that 
income  tax  that  the  U.  S.  Steel  pays,  that's  52  percent,  I  don't  know 
what  his  answer  would  be.  It  wouldn't  be  very  much,  I  mean,  the 
property  appraisal  would  be  very  .  .  .  very  much  lower. 

Miller:  And  at  the  same  time,  by  a  ditferent  method  the  state  board 
may  appraise  the  .  .  .  appraise  nothing  .  .  .  determine  the  value  of 
a  utilities  company  in  Contra  Costa  County  and  they  both  would  end 
up  with  what  would  be  coiLsidered  as  proper  value,  from  which  assess- 
ments and  .  .  .  taxes  may  be  applied ;  is  that  correct  ? 

Lynch:  That  .  .  .  that  is  right,  I  think,  to  illustrate  that,  j'our 
Pinole  Light  and  Power  Company,  I  believe  lies  wholly  within  Contra 
Costa  County. 

Miller:  Oh  yeah,  lies  wholly  within  Pinole,  practically.  Pinole  isn't 
very  big.  It's  an  awfully  nice  community,  but  it's  not  very  big. 

Lynch :  But,  but  I  submit  that  if  the  county  assessor  assessed  and 
thej'  say  that  it's  .  .  .  that  it's  too  much  of  a  job  for  a  county  assessor 
to  assess  a  public  utility  ...  I  think  that  the  county  assessor  would 
have  much  less  difficulty  assessing  the  Pinole  Light  and  Power  Com- 
pany that  he  would  .  .  .  than  he  would  have  in  going  over  to  the  U.  S. 
Steel  plant,  or  going  down  to  the  Standard  Oil  refinery  at  Richmond. 
I  think  you'd  find  the  assessment  of  the  Pinole  Light  and  Power  Com- 
panj-  would  be  .  .  .  would  be  very  much  easier,  and  he  would  come 
up  with  the  value  and  I  doubt  that  it  would  be  the  value  that  "\ve 
come  up  with  using  the  methods  that  are  trade  practice  .  .  .  that  are 
accepted  methods  all  over  the  United  States  in  appraising  a  public 
utility.  In  other  words,  they  appraise  the  whole  thing.  Then  they  take 
the  pieces  and  break  them  up  and  allocate  this  part  of  it  to  this  plant 
and  this  part  to  this  office  building,  and  so  forth. 

^liller :  Now,  let's  see.  If  you  were  to  assess  the  Pinole  Light  and 
Power  .  .  .  now,  there's  a  local  a.ssessor,  he  would,  you  would  assume 
that  he  would  use  reproduction  cost  less  depreciation  ? 

Lynch :  That  would  be  one  of  his  major  factors. 

Miller:  Yeah  .  ,  . 

Lynch:  He  would  ignore  their  earnings;  he  wouldn't  pay  any  atten- 
tion to  their  income  tax;  he  would  simply  go  ahead  and  .  .  .  and  assess 
it  like  he's  assessing  anv  other  propertv. 

Miller :  But,  if  ...  * 

Lynch :  And  I  do  not  think  he  would  come  with  the  same  answer. 

Lanterman :  And  no  factor  on  the  earnings  would  have  no  factor  on 
it  at  all  as  a  ...  as  a  value? 

Lynch :  There  might  be  some,  but  there  would  not  be  the  allowance 
of  the  income  taxes. 

Miller:  Even,  even  .  .  .  well,  how  would  he  arrive  at  the  .  .  .  how 
would  111'  arrive  at  the  caniiiig  capacity  of  this  plant? 

Lynch :  I  doubt  if  he  would  even  ask  them  about  their  income  taxes. 

Miller :  He  would  about  the  orange  grove,  though  ? 

Lynch :  No,  no  we  never  ask  that. 
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Miller:  All  right,  but  then  the  State  Board  of  Equalization,  all  right 
then,  how  would  the  State  Board  of  Equalization,  in  turn,  appraise  .  .  . 
determine  a  value  of  the  Pinole  Tnght  and  Power  .  .  .  you  pot  me  say- 
ing it.  Pinole  it  is,  we  don't  pronounee  the  "e"  .  .  .  (general  laughter). 
Somebod}^  said  it's  dangerous  to  follow  this  fellow  Lynch  too  closely. 
I've  been  following  you  real  closely.  Tell  me  more  about  Pinole  .  .  . 
(general  laughter). 

Lynch :  In,  in  arriving  at  the  ...  in  the  State  Board,  in  arriving 
at  the  value  of  Pinole  or  Pinole  Light  and  Power  Corporation,  have 
used  exactly  the  same  methods  that  are  used  in  arriving  at  the  value 
of  the  P.  G.  &  E.  shown  on  Page  106.  They  use  the  three  factors,  and 
you  will  note  that  in  using  one  factor,  the  answer  is  J|il, 000,000  .  .  . 
$1,000,000,000,  I'm  not  used  to  million,  billions,  $1,748,000,000  roughlv, 
and  another  factor  is  $2,052,000,000,  another  factor  is  $1,821,000,000. 
They  are  .  .  .  they  are  three  different  methods  and  they  add  them 
together  and  take  an  average.  And  I  state  that  no  county  appraiser  is 
going  to  use  those  methods,  and  I  don't,  I,  I,  I'm  not  familiar  enough 
with  his  methods  to  know  whether  he  adds  a  ninnber  of  things  together 
and  then  divides  b}^  7  if  he  adds  seven  things  together. 

Miller:  Well,  then  .  .  . 

Lynch:  I'm  not  an  expert  in  that  field. 

Miller:  Well,  then,  would  it  be  proper  to  conclude,  Mr.  Lynch,  that 
in  that  specific  case  that  we're  using,  I,  I  assume  only  as  an  example, 
that  the  public  .  .  .  the  State  Board  of  Equalization's  appraisal  would 
be  considered  a  proper  value  1  In  accordance  with  your  procedures  ? 

Lynch :  It,  it  is,  under  the  trade  practice  .  .  . 

Miller:  Yeah. 

Lynch :  Which  they  use. 

Miller:  And  at  the  same  time,  the  local  assessor's  computation,  made 
on  this  other  basis,  would  not  be  a  correct  statement  of  value. 

Lynch :  It  would  be,  using  his  method.  If  he  were,  if  he  were  apprais- 
ing the  Pinole  Light  and  Power  the  way  he  does  it  .  .  .  he  goes  out 
and  appraises  larger  properties  than  that  .  .  . 

Miller:  Yes,  sir. 

Lynch :  And  comes  up  with  an  answer,  but  if  he  .  .  .  but  the  Board 
of  Equalization,  using  their  methods,  use  these  other  three  factors. 

Miller :  Yes,  but  the  answer  would  be  considerably  different  as  to 
value. 

Lynch  :  I  think  so. 

Miller :  Then  that  explains  much  of  the  difference  as  between  the 
local  assessor 's  .  .  .  I  was  going  to  say  appraisal,  but  the  local  assessor 's 
evaluation  of  your  appraisal  system,  and  what  they  say  .  .  .  your 
system  of  determining  value  .  .  .  and  what  they  say  value  should  be. 

Lynch:  That  is  right,  and  that's  what  a  great  deal  of  this  argument 
is  all  about. 

Miller:  That's  vfhy  we're  here. 

Lynch:  That's  why  we're  here. 

Coolidge:  Well,  this  is  where  we  came  in.  (General  laughter.) 

Miller :  You  've  been  drinking  to  much  pixie  juice  there  boy.  I  under- 
stand, and  I  thank  you  sir.  It's  very  clear  and  an  excellent  explanation. 

Coolidge :  That 's  why,  that 's  one  of  the  reasons  why  we  '11  return  at 
two  o'clock  and  for  the  benefit  of  the  committee,  you  place  your  name 
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plates  on  top  of  your  files  and  for  the  benefit  of  the  audience  this  after- 
noon at  two  we'll  meet  in  the  room  rifjht  across  the  aisle.  I  ask  all  the 
members  to  be  here  on  time  so  we  can  hope  to  finish  this  alternoon. 

Lynch :  Mr.  Coolidge,  does  this  conclude  my  .  .  .  will  I  be  called 
back? 

Coolidge :  No,  sir. 

Lynch :  Thank  you. 

^VJiercu2)on  the  committee  recessed  at  12.25  p.m. 


Chairman  Glenn  E.  Cuoliihje  catted  the  meeting  to  order  at  2.20  p.m. 
in  room  4203,  State  Capitol. 

Coolidge:  Meeting  in  order  .  .  .  take  the  stand. 

Johnston :  Mr.  Chairman  and  members  of  the  committee : 

My  name  is  Alan  H.  Johnston,  and  in  making  this  presentation,  I 
represent  the  California  Manufacturers  Association.  We  have  read  the 
Staff  and  Consultants  Keport  to  the  committee  with  a  great  deal  of  in- 
terest. Time  which  has  elapsed  since  the  date  of  issue  of  this  report  has 
not  permitted  us  to  make  the  thorough  analysis  warranted  by  docu- 
ments which  have  required  more  than  a  year  to  prepare. 

During  the  progress  of  their  studies,  the  staff  provided  our  a.ssocia- 
tion  with  the  opportunity  to  present  its  views,  its  recommendations  and 
its  arguments  in  support  thereof.  As  a  result,  we  recommended  three 
things : 

1.  That  all  tangible  property,  except  land,  be  assessed  upon  the  basis 
of  its  depreciated  replacement  cost  and  that  that  obsolescence 
which  eliminates  usefulness  be  recognized. 

2.  That  provision  be  made  in  California  laws  for  assessing  all  tangible 
propert.y  at  a  uniform  and  stated  percentage  of  its  valuation  base, 
and 

3.  That  provision  be  made  in  California  laws  for  full  disclosure  of 
the  findings  of  the  State  Board  of  E(|ualization  arising  out  of  their 
audit  of  assessment  practices  in  the  08  counties,  and  that  adequate 
opportunity  be  provided  to  the  assessors  to  be  fully  informed  at  all 
times  of  the  audit  procedures  and  practices  of  the  State  Board  of 
Equalization. 

These  recommendations  were  based  upon  our  conviction  that  a 
greater  degree  of  definiteness  and  uniformity  would  be  accomplished  in 
assessment  procedures  employed  within  California,  which  in  turn 
would  benefit  all  interests  within  our  State,  both  tliosc  who  are  tax- 
l)ayers  today  and  those  wlio  may  contemplate  becoming  taxpayers  here 
in  the  future. 

We  are  pleased,  naturally,  to  find  within  the  Staff  and  Consultants 
Report  some  favorable  references  to  these  recommendations.  We  should 
like  to  add,  also,  that  we  are  not  di.smayed  to  find  that  the  Consultants 
have  declined  to  approve  100  percent  of  our  recommendation.  Valuation 
of  property  appears  to  be  a  personal  matter,  one  of  opinion,  and  it  is 
not  surprising  to  find  that  in  this  situation,  as  in  most  situations,  men's 
opinions  differ.  It  was  for  this  very  reason,  however, — namely,  to  place 
less  reliance  on  personal  opinion  in  valuation  for  tax  purposes — that 
we  made  our  recommendation  listed  as  (1)  above. 
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It  lias  been  of  special  interest  to  us  to  observe  tlie  volume  of  ma- 
terial which  the  consultants  have  presented  to  support  the  present 
practice  of  valuing  utility  property  in  California;  namely,  the  Unit 
Rule  for  determining  its  100  percent  value.  These  derived  values  rep- 
resent artificial  figures  for  most  of  the  utilities,  based  upon  the  restrain- 
ing influence  of  government  to  protect  the  public  interest  and  made 
necessary,  in  most  instances,  by  the  monopolistic  nature  of  the  fran- 
chises enjoyed.  More  effort  is  expended,  it  would  appear,  to  justify 
this  unit  rule  as  a  measure  of  market  value,  than  to  establish  that  this 
criterion  is  fully  comparable  and  equitable  with  standards  set  for 
other  taxpayers  groups. 

We  are  disappointed  by  this  one  aspect  of  the  Consultants  Report. 
The  things  which  have  been  stated  in  such  elaborate  detail  with  respect 
to  the  employment  of  the  unit  rule  were  well  known  to  all  taxpayer 
groups  prior  to  the  time  when  they  urged  the  Legislature  to  authorize 
this  Interim  Study.  By  contrast,  the  question  which  appears  larger  to 
us,  namely,  whether  this  valuation  method  for  utilities  provides  equit- 
able tax  treatment  with  other  properties,  has  been  treated,  we  think, 
somewhat  briefly. 

On  page  93  of  the  consultants  report,  the  following  statements  ap- 
pear : 

"Depreciated  cost  of  reproduction  is  a  good  evidence  of  value  in 
a  competitive  economy,  i.e.,  in  respect  to  the  assets  of  a  firm  which 
is  actively  investing  and  reinvesting  in  its  plant  and  equipment 
and  carries  on  its  operation  in  a  competitive  setting.  Should  the 
owner  of  such  a  plant  desire  to  sell  it,  he  is  free  to  do  so  without 
consent  of  any  regulatory  agency.  A  prospective  buyer  likewise 
may  act  without  restraint  from  regulation.  Furthermore,  if  the 
asking  price  for  the  property  exceeds  the  cost  of  constructing  a 
plant  capable  of  performing  the  same  service,  the  prospective 
buyer  is  free  to  build  one  in  competition  with  the  existing  plant. 
In  other  words,  no  regulatory  agency  tells  him  that  he  cannot  enter 
into  competition  with  the  present  owner.  True,  if  the  asking  price 
is  within  reason,  the  prospective  purchaser  probably  would  prefer 
to  remove  such  competition  by  buying  the  existing  plant.  The 
point  is  he  generally  has  a  freedom  of  choice." 

One  of  the  points  we  would  like  to  call  attention  to  in  this  refer- 
ence is  that  the  consultants'  logic  is  to  the  effect  that,  in  a  competitive 
society,  the  market  value  of  property  one  seeks  to  sell  probably  will  be 
no  greater  than  its  depreciated  replacement — the  word  reproduction  is 
used  in  the  quotation.  No  greater  than  its  depreciated  replacement  cost. 
It  does  not  follow,  however,  that  the  market  value  of  said  property 
will  always  be  as  great  as  its  depreciated  replacement  cost,  and  if  the 
consultant  did  not  intend  to  leave  such  an  impression  with  the  reader, 
we  find  no  evidence  of  his  effort  to  avoid  such  a  misunderstanding.  We 
believe  that  examples  can  be  found  of  businesses  which  would  be  unable 
to  sell  their  properties  at  their  present  rej^lacement  cost;  in  other 
words,  where  their  competition  is  based  upon  the  historical  cost  of 
facilities  obtained  in  an  earlier  period.  Such  a  situation  would  proba- 
bly be  encountered,  for  example,  in  an  industry  where  production 
capacity  exceeds  market  demands  for  the  products. 
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This  leads  to  our  second  point  regarding  the  above  quotation  from 
the  report.  In  stating  that  "Depreciated  cost  of  reproduction  is  a  good 
evidence  of  value,"  the  consultant  appears  to  be  stating  only  his  as- 
sumption. Wc  tind  no  documentation  of  its  validity,  no  data  or  other 
evidence  produced  in  tlie  statement  in  one  report.  The  tax  bills  of 
common  property  taxpayers  could  be  intiuenced  by  this  statement  for 
no  one  kuows  how  long.  Therefore,  we  think  that  it  is  most  unfortunate 
that  this  i^oint,  directly  related  to  the  key  question  of  the  entire  interim 
study  should  have  been  treated  in  this  manner,  it  is  not  easy  to  under- 
stand wliy  volumes  of  material  have  been  produced  to  support  one  con- 
clusion pertaining  to  this  kc}'  question  wliile  the  other  appears  to  have 
been  disposed  of  in  one  paragraph  without  investigation.  Perliaps  we  are 
more  sensitive  over  this  point  because  our  assessors  have  been  using 
depreciated  replacement  cost,  and  we  understand  with  the  approval 
of  the  State  Board  of  Equalization,  as  a  basis  for  valuing  manufactur- 
ing properties  in  California. 

We  think  that  the  point  that  worries  common  property  taxpayers  is 
that  they  believe  that  the  facilities  of  the  utilities  iiave  an  economic 
value  that  exceeds  their  historical  cost.  If  a  generating  plant  con- 
structed in  say  1935  were  to  be  destroyed,  there  is  no  doubt  in  our 
minds  that  equivalent  capacity  would  be  replaced.  The  utility  would 
then  be  taxed  upon  this  current  cost  and  permitted  to  earn  a  profit 
on  this  replacement  cost.  It  follows  that  the  service  has  economic  value 
to  consumers  based  upon  current  costs  and  if  this  were  not  so,  then 
utilities  would  not  be  expanding  regularly  to  meet  increasing  demands. 
AVe  submit  that,  because  public  policy  protects  the  consumer  against 
paying  for  a  profit  based  upon  current  cost,  it  does  not  follow  of  neces- 
sity that  the  public  also  should  not  pay  tax  costs  related  to  current 
economic  value. 

Our  recommendation  that  depreciated  replacement  cost,  adjusted 
properly  for  obsolescence,  be  used  was  based  upon  our  belief  that  we 
were  suggesting  a  practical  and  workable  formula  for  solving  the  di- 
lemma in  which  Ave  find  ourselves.  Possibly  replacement  cost  is  not  the 
most  practical  criterion  for  determining  value  for  taxation  purposes. 
Perhaps  this  committee  can  find  some  other  single  formula  that  can 
be  readily  applied  uniformly  to  all  classes  of  property  which  will  pro- 
duce an  even  fairer  result  for  all  taxpayers.  Such  a  solution  would  be 
received  most  happily  by  our  members.  We  hope  that  it  will  not  be 
market  value  because,  while  a  formula  has  been  devel()i)ed  for  deter- 
mining ntilit}'  "market  value"  from  recortled  data,  the  coiieept  is 
filled  with  uncertainty  and  confusion  for  many  classes  of  properly,  of 
which  the  manufacturers  as  a  group  seem  to  i)ossess  many. 

In  our  recommendations  to  the  staff,  we  have  stated  our  reasons  for 
believing  that,  for  purposes  of  assessing  property  taxes  equitably, 
earnings  of  a  business  slioidd  be  a  sid)ordinate  factor.  In  almost  no 
instance  do  net  earnings  flow  automatically  from  the  ownership  of 
properly.  In  our  society,  one  has  the  right  to  us(>  jjroperty  in  his 
search  for  net  earnings  thereon.  Wc  maintain  that,  in  deciding  to  use 
such  property  for  this  puri)ose.  tlu'  individnal  elects  also  to  pay  tlu' 
costs  associated  tlierewith,  one  of  which  shonld  be  the  taxes  related  to 
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the  cost,  at  current  levels,  of  the  property  which  he  employs.  If  current 
cost  is  not  used,  then  the  one  who  made  his  investments  several  years 
ago  will  enjoy  a  tax  advantage  over  those  who  recently  have  elected 
to  employ  property  in  the  search  for  net  earnings,  whether  they  be 
utilities  or  owners  of  common  pi-operty. 

We  are  pleased  to  have  heard  the  connnittee's  comments  during  these 
hearings  which  indicate  that  more  time  will  be  given  for  further  ex- 
plorations of  this  subject.  We  would  appreciate  the  opportunity  to 
make,  at  a  later  date,  other  connnents  which  may  seem  pertinent  or  to 
amplify  the  points  which  we  have  presented  today.  AVe  hope  that  our 
association  will  have  the  opportunity  to  participate  in  future  discus- 
sions, and  we  are  pleased  to  offer  again  the  services  of  our  member- 
ship in  the  hope  of  being  co-operative. 

Thank  you  very  much. 

Coolidge :  Thank  you  very  much,  sir.  Any  questions  by  the  com- 
mittee? Thank  you  kindly  for  bringing  this  testimony  to  us  .  .  .  ap- 
preciate your  being  here.  Mr.  Lucas  ?  .  .  .  Mr.  Lucas. 

Lucas :  There  is  also  Mr.  Jordan  .  .  . 

Coolidge  :  Jordan's  with  you,  is  he  1 

Lucas :  Yes,  sir. 

Coolidge :  Will  you  ask  them  both  to  come  up,  please  ?  .  .  .  Identify 
yourself,  please,  and  tell  us  who  you  represent.  Give  your  testimony. 

Lucas :  Mr.  Chairman,  members  of  the  committee.  My  name  is  Philip 
Lucas.  I  am  the  assessor  of  Tulare  County.  My  presentation  is  very 
brief.  Ralph  Jordan,  who  is  representing  the  Tulare  County  Board  of 
Supervisors,  will  enlarge  on  the  statement.  We  have  attempted  to  take 
up  some  sales  purchases,  comparisons  of  utility  properties  with  com- 
mon properties  within  the  last  few  days,  but  the  time  has  not  permitted 
a  detailed  analysis  or  appraisal  that  would  be  required  at  this  time. 
There  is,  however,  one  pertinent  point  that  I  would  like  to  make.  In 
1935-1936  the  assessment  rolls  for  Tulare  County  had  a  total  assessed 
value  of  $83,743,686.  Of  this  amount  $19,045,340  was  assessed  by  us 
to  public  utilities,  or  a  rate  of  22.74  percent.  During  this  year  the  com- 
mon property  in  Tulare  County  w^as  increased  20  percent  by  the  State 
Board  of  Equalization,  purportedly  to  bring  the  assessments  to  the 
same  level  as  utilities  are.  In  1958-59  assessment  rolls,  the  current  roll, 
of  Tulare  County,  there  is  a  total  assessed  value  of  $288,118,486.  Of 
this  amount  $54,781,080  is  the  assessed  value  for  public  utilities  prop- 
erties or  a  ratio  of  19.01.  The  economy  of  our  county  depends  solely 
upon  agriculture.  The  only  growth  has  been  in  agriculture,  homes  and 
small  businesses.  This  growth  is  all  made  up  of  utility  users. 

Coolidge :  Thank  you.  Mr.  Jordan. 

Jordan:  Thank  you.  I'm  representing  the  Board  of  Supervisors  of 
the  County  of  Tulare.  The  comments  which  we  would  make  deal  with 
two  of  the  areas  which  are  touched  on  in  your  Staff  and  Consultants 
Report,  and  one  additional  area  which  is  not  given  much  consideration 
but  which  is  essential  to  either  justification  or  rejection  of  the  recom- 
mendations in  the  report,  and  so  we  have  broken  our  survey  into  these 
three  parts. 
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Is  it  in  fact  tnio  that  "the  equity  rcquironu'iits  oi'  the  California 
tax  structure"  are  not  .  .  .  rather  re(|uire  reduction  of  public 
utility  propert}'  assessments.'  In  the  second  area,  is  it  in  fact  true 
that  state-assessed  properties  are  not  valued  at  the  same  level  as 
locally  assessed  properties?  And  thirdly,  and  I  tliink  this  deserves 
consideration,  what  would  be  the  impact  upon  nonutility  properties 
and  units  of  local  pfovernment  of  etlf'ectinji-  the  reconnnendations  of 
the  statf  and  consultants  for  a  reduction  of  utility  assessments? 

Well,  first,  we  disagree  with  the  flat  assertion  that,  and  to  quote  the 
report,  "the  equity  requirements  of  the  California  tax  structure  are 
not  being  fulfilled."  This  sweeping-  conclusion  is  not  supported  by  the 
mere  finding  by  the  staff  that  state-assessed  properties  have  a  different 
ratio  of  assessed  to  the  therein  defined  "market  value"  than  do  locally 
assessed  properties. 

It  is  fundamental  that  the  equity  principle  in  the  property  tax  field 
relates  to  equality  of  ultimate  tax  burden,  and  in  this  determination 
there  is  much  more  involved  than  a  sterile  comparison  of  ratios.  The 
equitable  question  which  is  passed  over  so  quickly  by  the  report  is 
actually  that  of  whether  the  public  utility  taxpayers  are  paying  their 
fair  share  of  the  tax  burden,  or  whetiier  their  present  share  is  so  unfair 
that  there  must  be  a  substantial  shift  of  it  to  locally  assessed  properties. 
Now  it  was  noted  in  the  report  of  the  Senate  Interim  Committee  on  the 
State  and  Local  Taxation  (Part  Six),  as  follows: 

"The  question  of  the  desirability  of  equalization,  as  this  process 
narrowly  relates  to  the  property  taxation  of  public  utilitj'  enter- 
prises, can  hardly  be  divorced  from  the  broader  question  of  the 
purposes  which  lie  behind  the  entire  tax  system  and  even  the  pur- 
poses which  lie  behind  some  types  of  nontax  legislation  ...  A 
discussion  of  the  purposes  to  be  achieved  by  taxing  public  utility 
enterprises  must  first  be  undertaken  before  any  judgments  can  be 
made  with  respect  to  the  existing  system  or  proposals  for  changing 
it.  Furthermore  (and  it  is  still  a  quote)  it  is  also  necessary  to  make 
some  attempt  to  locate  the  burdens  of  the  tax  with  the  analysis 
which  economists  call  'shifting  and  incidence,'  that  is  with  analysis 
of  the  manner  in  which  the  original  impact  of  the  property  tax 
burden  may  be  shifted  to  the  shoulders  of  others  in  the  commu- 
nity. Whether  the  approved  i)urposes  be  in  terms  of  the  equity  of 
the  tax  itself,  or  in  terms  of  an  integration  of  taxation  and  regu- 
lation, implicit  or  explicit  assumptions  about  the  location  of  tax 
burdens  caimot  be  avoided.  It  is  clearly  impossible  to  analyze 
either  the  fairness  of  a  tax  or  its  economic  effects  unless  it  is  pos- 
sible to  come  to  responsible  conclusions  regarding  the  shifting  and 
incidence  of  that  tax." 

Now  it  is  further  noted  in  the  11)5.3  llulse  report  that  a  study  be 
undertaken  in  this  field.  We  submit  that  the  Staff  and  Consultants  Re- 
l)ort  makes  but  the  most  brief  mention  of  this  ])roblem  and  we  refer  to 
the  Ilulse  Committee  comment  that: 

"If  utility  tax  burdens  are  shifted  in  whole  or  in  part  it  is  no 
longer  possible  to  establish  a  simple  equivalence  between  equity  and 
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equalization.  Equity  becomes  a  much  more  complex  issue  for  it  in- 
volves consumers  as  well  as  property  owners.  And  equalization  of 
property  assessments,  consequently,  cannot  be  used  as  an  adminis- 
trative tool  to  assure  that  'everyone  bears  his  fair  share  of  the  tax 
burden.'  " 

And  so  we  are  understandably  disappointed  that  in  the  Staff  and 
Consultants  Report  there  are  recommendations  for  shifting  these  taxes 
now  paid  by  public  utilities  on  to  common  property  but  no  analysis  of 
the  factors  which  we  think  were  rather  ably  pointed  up  in  the  Hulse 
report  as  essential  determinations  precedent  to  a  decision  affecting  a 
change  of  assessments  in  the  name  of  "equalization."  Now  it  should 
not  be  objectionable,  therefore,  if  we  supply  a  few  determinations  of 
our  own  in  that  regard. 

It  is  generally  conceded  that  one  major  factor  in  true  equity  of  tax 
burden  is  that  it  be  spread  over  as  great  a  number  of  citizens  in  the 
community  in  like  classification  as  possible.  So  we  look  at  the  utility 
consumers  in  this  day  and  age  as  approximately  98  percent  of  our  pop- 
ulation. It  should  not  be  denied  that  the  direct  common  property  tax 
base  encompasses  but  a  fraction  of  the  number  of  utility  consumers 
and  it  cannot  be  denied,  further,  that  the  common  property  base  is 
already  bearing  a  staggering  proportion  of  the  tax  load  of  the  State. 
And  so  we  submit  that  a  shift  of  utility  taxes  to  common  property  of 
the  estimated  magnitude  exceeding  100  million  dollars  must  be  justifi- 
able on  better  grounds  than  the  general  reference  to  the  "equity  re- 
quirements of  the  California  tax  structure. ' ' 

Now  the  only  other  cryptic  mention  of  an  equitable  principle  in 
justification  of  this  recommendation  for  a  shift  in  tax  burden  is  the  ref- 
erence to  saving  the  utility  consumer  from  the  unfair  albeit  indirect 
distribution  of  the  utility  ad  valorem  tax.  Well,  when  we  discuss  this 
abstract  idea  of  shifting  present  utility  taxes  on  to  common  properties 
in  the  name  of  the  taxpaying  consumer  we  should  barken  back  to  the 
1955  State  Board  of  Equalization  orders  which  were  given  effect  in  13 
counties,  which  according  to  Public  Utilities  Commission  resulted  in  a 
shift  of  five  million  dollars  in  tax  burden  to  the  common  property  tax- 
payers in  those  counties.  To  our  knowledge  there  was  no  proportionate 
reduction  in  utility  bills  or  any  reduction  at  all.  In  fact,  we  submit  that 
it  should  be  eas.y  to  ascertain  whether  it  is  not  a  fact  that  in  some  of  the 
very  counties  where  these  reductions  took  place  and  the  burden  passed 
on  to  the  consumers  in  the  form  of  higher  local  assessments,  there  were 
not,  in  fact,  rate  increases. 

It  is  regrettable  that  your  Staff'  and  Consultants  Report  reference  to 
the  grievous  inequity  now  suffered  by  the  consumer  in  metropolitan 
areas  which  appears  on  page  26  of  the  report  did  not  advise  this  com- 
mittee in  statistics  and  specifics  so  that  there  could  be  a  determination 
of  the  real  equities  involved  from  the  theory  of  taxation  standpoint. 
If  this  example  is  the  justification  for  a  shift  of  100  million  dollars  in 
utility  property  taxes  in  the  guise  of  equalization  we  submit  that  the 
matter  demands  not  only  analysis  from  the  standpoint  of  factual  basis 
for  the  conclusion,  but  also  a  new  study  of  the  State  Board  of  Equaliza- 
tion method  of  allocating  the  unitary  value  of  utilities  to  the  various 
taxing  subdivisions.  It  appears  to  be  more  a  matter  of  administrative 
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equity  in  the  allocation  of  utility  assessments  than  a  question  of  equity 
in  the  tax  structure  of  the  State  of  California.  In  other  words,  and  you 
have  heard  before,  undoubtedly,  there  may  be  alternative  solutions 
available  which  will  not  disturb  the  basic  structure  of  the  property  tax. 
While  admittedly  intracounty  equalization  of  assessments  is  fundamen- 
tal to  the  proper  function  of  our  system  of  property  tax,  it  would  be 
self-defeating  to  juggle  a  substantial  tax  load  from  the  state-assessed 
property  taxpayer  to  locally  assessed  properties  if  what  we  are  really 
aiming  at  is  a  defect  in  things  which  are  collateral  to  the  property  tax 
itself. 

Therefore,  we  submit  that  the  mere  discovery,  if  such  there  be,  of  a 
lack  of  uniformity  in  assessment  ratio  when  comparing  state-assessed 
and  locally  assessed  properties  does  not  constitute  the  self-evident  proof 
and  justification  for  ratio  adjustments  as  urged  by  the  report  of  your 
staff  and  consultants. 

Let  us  now  examine  the  question  of  whether  there  is  in  fact  such  a 
discrepancy. 

The  common  property  of  this  State,  in  our  ojunion,  is  not  being 
assessed  at  a  level  lower  than  that  at  which  public  utility  ])roperty  is 
a.sse.ssed.  It  is  our  firm  conviction  that  state-asse.ssed  utilities  are  pres- 
ently "subject  to  taxation  to  the  same  extent  and  in  the  same  manner 
as  other  property." 

We  don't  quarrel  with  the  designation  of  "market  value"  as  the 
standard  by  which  the  assessment  level  of  both  of  these  types  of  prop- 
erty is  measured.  We  don't  quarrel  with  the  principle  that  there  are 
many  different  tyj)es  of  evidences  of  value  which  are  available  for  use 
by  tlie  appraiser  in  determining  this  illusive  market  value.  But  we  do 
vigorously  object  to  the  flat  assertion  of  your  staff  and  consultants 
that  the  ultimate  valuation  placed  upon  utility  property  bj'  the  state 
assessing  agency  by  selective  use  of  the  evidences  of  value  which  it 
deems  appropriate  and  feasible  for  this  unique  property  assessment 
therefore  is  ipso  facto  the  equivalent  of  ultimate  valuation  placed  upon 
common  property  by  local  assessors.  It  is  obvious  that  ratios  as  and  of 
themselves  are  meaningless.  They  have  validity  for  purposes  of  com- 
parison only  when  this  market  value  which  is  measured  are  true  indices 
of  ultimate  value  in  the  assessment  and  taxation  frame  of  reference. 

We  submit  that  while  the  market  values  which  are  determined  for 
utilities  by  the  Valuation  Division  are  adequate  for  equality  of  utility 
taxation  when  assessed  at  the  purported  50  percent  ratio,  they  are  not 
valid  as  an  accurate  denominator  of  value  when  sought  to  be  used  as 
a  basis  for  comparison  of  publie  utility  and  common  property  assess- 
ment levels.  We  say  again,  certainly  a  mai'ket  value  can  be  determined 
for  public  utility  property,  unique  though  it  may  be,  which  suffices  for 
use  in  rate-making  or  property  taxation  when  assessed  at  50  percent, 
but  such  "market  value"  does  not  merely  by  definition  constitute  a 
reliable  basis  for  comparison  with  nonutility  properties.  Merely  be- 
cause some  of  the  accepted  evidences  of  value  are  unavailable  or  re- 
jected for  practical  considerations  in  the  utility  appraisal  field  does 
not  mean  we  must  accept  the  residt  as  necessary  for  comparative  pur- 
poses with  common  property  valuations.  It  is  freely  admitted  that  the 
comparable  sales  evidence  of  value  is  ;iv;iilable  to  county  assessors  and 
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widelA^  used.  It  is  also  clear  that  county  assessors  utilize  the  "Repro- 
duction Cost  New  Less  Depreciation"  evidence  of  value  given  great 
v^eight  without  any  objection  that  they  should  be  using  "Historical 
Cost  New  Less  Depreciation"  instead.  But  in  the  utility  field  it  is 
amply  pointed  out  by  ])revious  statements  that  sales  data  is  practically 
nonexistent  and  RCNLD  is  deprecated  because  the  purchase  of  a 
utility  could  not  be  tinancod  on  that  basis,  and  because  the  rates  of 
return  are  fixed  by  utilizing  the  historical  cost  concept.  I  refer  back 
to  the  IIulso  Report  where  it  stated:  "It  is  usually  admitted  that  the 
figures  'Historical  Cost  New  Less  Depreciation'  would  have  no  par- 
ticular significance  in  the  market  value  determination  but  for  this  use 
in  the  rate  making  process.  More  specifically,  the  argument  runs  that 
'Historical  Cost  New  Less  Depreciation'  is  the  rate  base,  it  is  instru- 
mental in  determining  the  earnings  of  the  company  in  question,  and  it 
is  a  well-known  proposition  that  market  value  is  related  to  earnings. 
However  (the  report  goes  on),  the  relationships  posited  are  very  tenuous 
and  the  argument  favoring  the  use  of  'Historical  Cost  New  Less  De- 
preciation' as  a  measure  of  market  value  is  very  questionable  indeed." 
And  we  feel  that  it  is  significant  that,  and  the  report  further  observes : 
"Although  it  is  impossible  to  probe  deeply  into  the  distinctions  at  this 
point,  it  is  clear  that  the  rate  base  is  subject  to  quite  different  legal 
interpretations  than  the  market  value  base  for  purposes  of  property 
taxation.  It  may  be  possible  to  justify  the  use  of  historical  costs  for 
rate-making  purposes  (although  there  is  some  doubt  about  this,  ac- 
cording to  the  author  of  the  report)  but  the  same  justification  cannot 
be  said  to  apply  to  the  market  value  computations  for  tax  purposes." 
And  that's  the  end  of  that  quote. 

Now  it's  noted  that  in  your  Staff  and  Consultants  Report  (pp.  93-94), 
that  there  is  recognition  that  depreciated  cost  of  reproduction  is  a  good 
evidence  of  value  in  a  competitive  economy  as  Mr.  Alan  Johnston  just 
pointed  out.  But  it  is  rejected  in  the  utiilty  field  for  the  reasons  which 
is  noted  above  and  the  entire  cost  concept  of  valuation  appears  to  be 
practically  discarded  for  a  much  heavier  weighting  to  the  income  anal- 
ysis approach.  In  the  Valuation  Division  capitalization  of  income,  of 
course,  it  has  been  amply  pointed  out  that  the  procedure  of  deducting 
an  income-tax  percent  as  an  operating  expense  before  finding  net  profit 
from  operation  is  radically  different  from  the  procedure  used  by  county 
assessors  generally.  It  is  conceded  that  county  assessors  valuing  non- 
utility  properties,  and  appraisers  generally,  do  not  recognize  income 
taxes  in  their  capitalization  procedure,  nor  do  they  allow  a  deduction 
as  expense  for  interest  paid  on  borrowed  capital.  That,  I  think,  is  sup- 
ported at  page  187  of  your  Staff  and  Consultants  Report. 

We  submit  that  it  is  not  equity  to  force  a  comparison  of  the  end 
product  valuations  derived  from  appraisal  approaches  differing  in  these 
and  other  significant  factors  when  the  ultimate  tax  effect  is  to  shift 
millions  of  dollars  from  the  shoulders  of  one  class  of  taxpayer  to  the 
backs  of  others.  There  was  the  observation  in  the  Hulse  report  that 
sometimes  it  is  said  that,  "For  many  types  of  property,  valuation  is 
a  discovery,  and  for  public  utility  property  it  is  an  invention."  If 
there  must  be  a  comparison  let  us  give  weight  to  the  RCNLD  cost 
concept  of  valuation  in  both  end  results.  From  the  report  of  your  staff 
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it  appears  that  tlie  Valuation  Division  market  value  which  was  used 
as  the  value  figure  in  comparing  ratios  to  the  detriment  of  tlie  level 
of  locally  assessed  properties  is  approximately  68  percent  of  RCNLD. 
Without  repeating,  you  have  heard  the  specific  example,  we  find  Pacific 
Gas  and  Electric  Company  as  expressed  by  Mr.  Lynch.  You  find  the 
market  value  using  historical  cost  in  that  case  had  a  ratio  of  68.29 
to  RC'XLD  value.  And  your  report  further  indicates  that  the  range 
separating  locally  assessed  and  state  assessed  properties  when  com- 
pared on  a  depreciated  replacement-repi-oduction  cost  basis  drops  to, 
in  my  opinion,  about  10  percent.  1  think  ]\Ir.  Lynch  said  it  was  even 
closer.  If  we  extend  this  comparison  to  include  a  utility  capitalization 
without  a  deduction  of  the  income  tax  factor  it  is  apparent  that  the 
spread  between  locally  assessed  and  state-assessed  properties  would 
practically  vanish. 

We  submit  that  with  a  tax  sliift  of  100  million  dollars — and  we  feel 
an  incalculable  threat  to  our  historic  principle  of  local  government  in 
California  hanging  in  the  balance — it  should  not  be  too  much  to  expect 
that  this  committee  will  look  behind  the  label  "market  value"  appended 
to  the  end  product  of  the  Valuation  Division  approach  to  utility  prop- 
erty valuation  and  determine  wliether,  in  fact,  the  equitable  considera- 
tions of  property  taxation  in  California  demand  a  more  appropriate 
basis  for  comparing  properties  subject  to  assessment  by  these  respec- 
tive assessing  jurisdictions. 

Now,  in  conclusion,  we  feel  that  although  your  staff  and  consultants 
make  but  the  briefest  reference  to  the  impact  of  this  proposed  imple- 
mentation of  recommendation  .  .  .  we  feel  that  the  recommendations 
cannot  be  considered  as  abstract  propositions,  free  from  a  consideration 
of  the  relative  tax  and  governmental  consequences.  Certainly  in  the 
County  of  Tulare  this  shift  would  ait'ect  farm,  home  and  business 
properties,  which  are,  we  submit,  and  we  think  tlie,  the  Division  of  .  .  . 
Assessment  Standards  will  bear  us  out,  are  now  on  an  intracounty 
basis  in  a  very  good  state  of  equalization.  We  point  out  the  self-evident 
fact  that  if  a  100  million  dollars  is  the  figure,  it's  $100,000,000  whether 
we  put  it  off  10  years  or  we  administer  this  poison  overnight.  It  means 
constricting  the  ultimate  tax  paying  base  from  the  board  base  of  the 
consumer  as  at  present,  to  the  already  overburdened  local  assessees.  I 
might  inject,  if  we  are  now  going  to  consider  this  as  justified  by  the 
unfair  burden  placed  on  the  consumer,  from  my  understanding  of  Mr. 
Gerdes'  testimony  that  although  P.  G.  &  E.  will  double  its  taxable 
base  in  10  years,  the  location  of  this  taxable  property  will  shift  to  the 
metropolitan  areas,  it  may  well  be  that  the  Tulare  County  taxpayers 
in  10  years  will  be  bearing  an  unfair  burden  of  the  local  property  tax 
of  the  metropolitan  area.  If  this  be  true,  our  position  is  that  it  is  col- 
lateral to  the  question  of  equalization  .  .  .  Assemblyman  Collier,  I 
know,  is  extremely  interested  in  these  school  allocation  problems.  It's 
been  observed  may  times  that  this  is  not  necessarily  tied  to  equalization 
of  asses.sments.  But  that  it  could  be  handled  as  a  problem  collateral  to 
equalization.  We  submit  that  that  is  the  case,  particularly  in  the  utility 
consumer  field,  where  the  consequences  which  are  being  advanced  as 
justification  for  a  shift  in  the  name  of  equalization,  are  actually  too 
remote  to  be  truly  relevant  to  proceeding  on   an   equalization   basis. 
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You're  all  familiar  with  the  fact  that  besides  the  impact  on  counties, 
which  in  our  case  would  mean  the  addition  of  over  $1,421,219  to  the 
local  assessees  we  have  about  what  ...  20  some  percent  of  the  utility 
property  on  our  roll. 

Lucas:  Nineteen. 

Jordan :  Nineteen  percent  of  our  utility  roll  being  state-assessed  prop- 
erty, there  is  impact  in  the  proportion  on  the  municipalities  in  the  other 
separate  tax  levying  agencies  located  in  the  county.  The  effect  on  school 
districts  is  incalculable ;  we  estimate  that  for  estimation  purposes,  were 
this  done  in  one  year,  it  would  mean  a  shift  of  $605,000  in  our  school 
districts;  but  in  particular  I  would  point  out  that  as  far  as  school 
financing  ...  if  the  school  district  taxpayer  has  to  make  up  this  dif- 
ference he  will  impose  a  law  of  absolute  resistance  to  any  further  re- 
quests for  increases  in  tax  rates  or  voting  of  bond  issues  for  the  purpose 
of  meeting  the  admittedly  difficult  problems  of  plant  expansion  and 
teachers'  salaries. 

There  is  the  factor  in  conclusion  that  most  of  your  taxpayers  in  the 
local  areas  will  assume  that  an  increase  in  their  tax  burden  means  an 
increase  in  the  net  collected  for  the  purpose  of  financing  local  govern- 
ment. This,  it  will  not  be  true.  Finally,  we  fail  to  see  any  benefit  to  any 
taxpayers,  in  fact,  including  the  utilities  in  tampering  with  the  present 
equities  of  our  property  tax  structure.  We  look  to  the  Legislature  as 
.  .  .  the  chairman  said,  to  meet  this  problem  once  and  for  all,  but  we 
submit  that  it  is  time  that  we  reject,  once  and  for  all,  the  continual 
clamoring  of  a  few  of  the  public  utilities  that  they  are  entitled,  in  the 
name  of  equity,  to  different  tax  treatment  than  the  rest  of  the  taxpaying 
public  in  the  State.  Thank  you  very  much. 

Coolidge:  Thank  you,  Mr.  Jordan.  Thank  you  for  being  here  and 
giving  us  this  testimony,  which  of  course  has  been  recorded,  will  be 
carefully  studied  by  the  committee.  Any  question?  .  .  .  Mr.  Clayton 
.  .  .  Thank  you  very  much,  gentlemen.  Will  you  gentlemen  identify 
yourselves,  please?  Tell  us  who  you  represent. 

Clayton :  Mr.  Chairman  and  members  of  the  committee : 

My  name  is  James  B.  Clayton,  Jr.,  of  San  Jose  and  my  position  is 
that  of  a  realtor  and  the  current  president  of  the  California  Real 
Estate  Association.  I  have  with  me  Mr.  Ray  D.  Grable,  realtor,  past 
president  of  the  San  Diego  Realty  Board  and  currently  chairman  of  the 
Association's  Legislative  Committee. 

As  you  know,  our  association  worked  in  1957  with  the  Members  of  the 
Legislature  in  an  effort  to  resolve  this  issue  and  were  in  strong  support 
of  Senate  Concurrent  Resolution  No.  92.  It  has  been  the  policy  of  this 
association  to  encourage  the  broadening  of  the  tax  base  in  the  interests 
of  sound  investment  in  real  property  and  in  the  furtherance  of  the 
development  of  California's  resources. 

Your  committee  has  shown  a  great  awareness  of  the  impact  of  this 
difficult  problem  upon  the  future  growth  of  our  State  and  we  commend 
you  for  your  sincere  efforts  and  great  interest  in  behalf  of  all  of 
California. 

As  indicated  by  others,  we  too  regret  that  the  receipt  of  this  report 
has  been  so  recent  that  we  have  had  but  a  very  brief  opportunity  to 
study  it.  We  are  unable  on  matters  of  this  kind  to  act  as  rapidly  as 
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we  would  prefer  as  our  association  depends  principally  upon  the  volun- 
tary efforts  of  our  members  who  are  faced  with  the  problem  and  the 
effects  of  a  mounting  tax  burden  upon  the  homeowners. 

To  our  knowlodjre,  real  property  owners  have  not  complained  of 
public  utility  rates  but  liave  been  concerned  with  the  ever  increasing 
burden  of  the  mounting  ad  valorem  tax. 

"We  again  recommend  the  creation  of  an  Advisory  Committee  to  your 
committee  consisting  of  all  parties  to  work  together  in  interests  of 
establishing  an  acceptable  .solution  as  soon  as  practical. 

Ma}'  we  respectfully  call  the  attention  of  this  committee  to  the  fact 
that  the  owners  of  real  property,  particularly  the  homeowners,  have 
been  subje(-ted  to  increased  tax  as.sessments  which  have  exceeded  in 
many  cases  their  ability  to  pay — the  backbone  of  the  homeowners  is 
about  to  snap. 

If  I  may  digress  from  the  printed  portion  of  this  statement,  I  would 
like  to  call  to  your  attention  the  fact  that  these  home  owners  have  no 
relief  in  times  of  di.stress  again.st  the  ad  valorem  taxes.  California 
ranks  among  the  states  with  the  highest  percentage  of  home  ownership. 
The  realtors  of  this  State  are  greatly  concerned  about  the  drastic  effect 
which  aiiy  further  tax  increase  will  have  upon  the  real  property  owners 
of  every  walk  of  life. 

We  pledge  to  this  committee  our  continued  support  in  your  attempts 
to  arrive  at  a  fair  and  equitable  solution.  Thank  you,  Mr.  Chairman. 

Coolidge:  Thank  you  very  much,  ]\rr.  Clayton,  Mr.  Grable,  for  bring- 
ing this  message  to  the  committee.  We  appreciate  your  being  here  .  .  . 
]\Ir.  Pierce? 

Pierce:  IMr.  Chairman,  members  of  the  committee.  My  name  is  Robert 
L.  Pierce,  General  Attorney,  Southern  Pacific  Company,  65  ^Market 
Street,  San  Francisco,  and  I  appear  on  behalf  of  the  California  Pail- 
road  Association  which  represents  all  the  major  California  railroads. 
With  me  here  I  have  Mr.  F.  B.  McG ruder,  Tax  Commissioner  for  S.  P. 
Company. 

Tlic  rcjjort  of  yoiii-  export  consultants  coiiiplelely  confirnis  what 
every  informed  person  in  the  taxation  field  has  long  known,  that  exist- 
ing assessment  and  ef|ualization  practices  result  in  the  most  gross  and 
ine(|uitable  i)roperty  tax  dlscrimiiuition  against  utilities,  including  rail- 
roads, whose  properties  are  assessed  by  the  State  Board  of  Equaliza- 
tion. Thus,  the  consultants  find  that  state-assessed  property  is  assessed 
at  about  50  percent  of  market  value  while  all  other  property,  which 
are  as.sessed  by  county  asses.sors,  are  as.sessed  at  a  statewide  average 
basis  of  about  25  percent.  They  find,  too,  that  as  a  result  the  equity 
requirements  of  the  California  tax  structui-e  are  not  being  met.  This 
has  reference  to  tiie  fact  that  Article  XllF,  Sectioii  14,  of  the  California 
Constitution  specifically  requires  that  state-assessed  property  is  only 
to  be  "subject  to  taxation  to  the  same  extent  and  in  the  same  manner 
as  all  other  property."  Plainly,  it  is  basically  inequitable  aiul  undemo- 
cratic to  charge  one  group  of  taxjiayers  just  twice  as  much  tax  per 
dollar  of  market  value  of  their  properties  as  every  other  taxpayer.  But 
this  i.s  exactly  the  end  result  of  this  disci-imination  in  assessment  \mic- 
tices  against  state-assessed  taxpayei's,  even  i hough  their  properties 
once  assessed,  are  taxed  at  the  .same  tax  rate  as  other  property. 
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While  such  discrimination  aj?ainst  any  group  of  taxpayers  cannot 
be  jastified  in  a  democratic  society,  we  submit  tbat  it  is  particularly 
unjustifiable  insofar  as  it  affects  the  railroads  of  this  State.  The  rail- 
roads have  strong  competition  from  motor  carriers,  water  carriers  and 
air  carriers,  regulated  and  unregulated,  all  of  whose  properties  at  the 
present  are  locally  assessed.  Because  of  this  assessment  discrimination 
the  properties  of  these  competing  carriers  are  subjected  to  about  half 
of  the  property  tax  burden  of  the  railroads.  The  competitive  situation 
thus  becomes  like  a  horserace  where  the  "old  iron  horse"  is  handi- 
capped by  being  required  to  carry  a  jockey  twice  the  size  of  that 
carried  by  any  of  the  other  competing  horses.  Nor  can  the  railroads 
shift  this  burden  to  their  customers.  As  pointed  out  by  Mr.  Chapman 
at  page  27  of  the  present  report : 

"Rail  carrier  taxpayers  cannot  pass  on  the  taxes  levied  on  their 
properties.  Transportation  tariff  rates  are  so  competitive  and  so 
tailored  to  what  the  traffic  will  bear  that  a  consideration  of  the  tax 
burden  is  not  po.ssible.  Even  if  the  regulatory  agency  would  per- 
mit the  railroads  rates  sufficient  to  earn  a  reasonable  return  either 
on  historical  cost  or  reproduction  cost  the  rail  carriers  would  price 
themselves  out  of  the  transportation  market." 

Such  discrimination  against  the  railroad  industry  is  also  particu- 
larly unconscionable,  we  submit,  in  that  this  industry  is  both  extremely 
vital  to  the  national  and  state  welfare  in  war  and  peace  and  also, 
unfortunately,  at  the  present  time  not  in  the  best  of  economic  health. 
Certainly  discriminatory  taxation  is  one  of  the  factors  responsible  for 
the  present  national  economic  plight  of  the  railroads.  While  California 
is  fortunate  to  have  railroads  stronger  than  the  average,  still  it  is  not 
w'ise  public  policy  to  continue  to  penalize  them  by  this  discriminatory 
tax  policy.  Only  last  year,  because  of  the  serious  economic  conditioiLS 
in  the  railroad  industry,  Congress  removed  some  of  the  regulatory 
discrimination  against  it.  Now,  some  of  the  states  are  beginning  to 
realize  that  something  must  also  be  done  about  tax  discrimination 
against  the  railroads,  which  is  not  a  problem  peculiar  to  California. 
For  example,  Oregon  has  started  gradual  ecpialization  of  state  and 
locally  made  assessments.  Last  January,  the  New  York  Public  Service 
Commission  recommended  to  Governor  Rockefeller  that  that  state 's  rail- 
roads be  given  a  two-year  guarantee  against  any  real  estate  tax  increase. 
It  is  high  time  that  California  also  joined  in  removing  this  tax  discrim- 
ination against  the  railroad  industry  as  your  consultants  have  recom- 
mended in  this  report,  and  I  am  verj^  happy  to  have  heard  some  of 
the  comments  from  Mr.  Lynch  and  some  of  the  other  independent 
witnesses  here  who  realize  that  the  railroads  are  particularly  entitled 
to  some  kind  of  relief. 

The  conclusions  of  your  consultants  as  to  the  existence  of  this  dis- 
crimination and  the  need  for  relief  are  thoroughly  supported  both 
by  past  action  of  the  Legislature  and  past  findings  of  officials  of  the 
State  Board  of  Equalization  which  have  been  verified  in  the  testi- 
mony before  you.  Thus,  the  Legislature  a  decade  ago  passed  Chapter 
1466  of  the  1949  Statutes,  which  provided  for  studies  of  the  ratios 
of  assessed  to  market  values  throughout  the  State  by  the  State  Board 
of  Equalization  and  then  required  it  to  order  immediate  equalization 
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f>f  state-assessed  and  locally  assessed  property  in  eaeh  county.  Only 
last  Slimmer  officials  of  the  Board  of  Equalization,  after  a  thoroup:]! 
study  of  assessment  ratios,  reported  that  state-assessed  property  Avas 
assessed  at  50  percent  of  market  value  and  that  locally  assessed  prop- 
erty Avas  assessed  at  a  statewide  average  of  23.7  percent. 

In  hopes  that  a  solution  to  this  serious  problem  would  he  found  by 
legislative  or  administrative  means  the  railroads  have  in  recent  years 
paid  million.s  of  dollars  in  property  taxes,  believed  by  them  to  be 
unconstitutionally  levied  without  havin.u:  recourse  to  the  courts.  Such 
hopes  unfortunately  have  not  been  fnlfilled.  As  you  are  aware,  the 
effective  date  of  Chapter  1466  has  been  postponed  by  the  Leo-islature 
from  time  to  time  so  that  this  laAV  at  present  is  now^  scheduled  to  become 
effective  only  in  1960.  Also,  the  State  Board  of  Equalization  each 
year  has  turned  a  deaf  ear  to  railroad  protests  concerning  this  assess- 
ment discrimination,  although  the  findings  of  its  own  staif  have  fully 
confirmed  that  it  exists. 

Kehictantly  the  California  railroads  have  now  decided  that  they  can 
no  longer  afford  to  absorb  these  discriminatory  taxes  and  that,  barring 
a  legislative  solution  this  year,  they  feel  that  their  only  recourse  would 
be  to  process  suits  for  refund  of  property  taxes  for  the  current  fiscal 
year  against  every  county  and  city  in  which  they  are  subject  to  taxa- 
tion. As  a  necessary  legal  preliminary  to  such  a  program  all  of  the 
major  railroads  have  paid  under  protest  52.6  percent  of  the  first  install- 
ments of  all  such  taxes.  The  same  pi'oportion  of  the  second  installments 
due  in  April  Avill  also  be  paid  under  protest.  In  order  to  preserve  their 
rights  under  the  applicable  statute  of  limitations  which  requires  suits 
for  refund  to  be  filed  within  six  months  of  payment,  all  the  railroads 
would  have  to  file  suits  for  refund  in  April  or  at  least  by  June  covering 
the  protested  portion  of  both  installments.  The  total  amount  involved 
in  these  suits  is  very  substantial,  about  ^14,000.000,  plus  6  percent 
interest.  Noav,  we  realize  full  well  what  a  serious  effect  recoA-ery  of 
any  such  amount  Avould  have  upon  the  finances  of  local  government, 
especially  in  the  less  populous  counties.  Accordingly,  as  good  citizens 
and  as  our  contribution  to  a  solution  of  this  important  fiscal  problem, 
if  any  acceptable  equalization  measure  Avhatsoever  for  the  future  is 
adopted  by  the  Legislature  and  the  people  this  year  we  would  AA^aive 
our  claims  for  these  back  taxes  and  not  prosecute  these  suits  in  the 
future.  In  turn,  Ave  AA'ould  expect  some  acceptance  of  an  equalization 
program  for  the  future  by  those  Avho,  in  the  past,  have  consistently 
fought  and  Avho  have  been  appearing  against  it  today,  AA'ho  have  con- 
sistently fought  any  such  program,  in  Avhat  1  think  Avas  their  mistaken 
belief  that  they  somehoA\'  benefited  from  this  unfair  taxation  of  the 
State's  railroads  and  other  utilities. 

We  feel  that  our  lecal  position  at  the  present  is  unassailable,  and  that 
if  Ave  do  iu)t  proceed  Avith  these  suits  Ave  are  making  an  extremely  im- 
portant concession  in  the  interests  of  settling  this  whole  pi'oblem.  On  the 
legal  side  we  have  first  the  California  constitutional  ]>rovision  to  Avhich 
1  have  referrtMl  rr<|uii-ing  e(|nality  of  treatment  of  state-assessed  and 
locally  assessed  property.  Secondly,  Ave  have  the  opinion  of  the  District 
Court  of  Appeals  some  years  ago  in  Sovthcrti  California  Telephone  Co. 
A's.  (^ounfjf  of  Los  Ayu/clrs  tliat  this  constitutional   ]irovision  re(|uires 
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equality  of  assessment  and  requires  that  state-assessed  property  be  as- 
sessed at  the  averaji'e  statewide  I'atio  to  market  value  ap})lied  to  locally 
assessed  property.  Thirdly,  tliere  is  the  recent  opinion  of  the  Legislative 
Counsel  which  1  believe  is  also  confirmed  by  an  opinion  of  the  Attorney 
General  of  this  State  that  the  constitutional  assessment  criteria  appli- 
cable to  both  state-assessed  and  locally  assessed  property  mean  the  same 
thing  and  in  both  cases  mean  100  percent  of  market  value.  In  other 
words,  all  we  would  have  to  do  would  be  to  invoke  the  old  geometric 
axiom  that  two  things  equal  to  the  same  thing  must  be  equal  to  each 
other.  Finally,  Ave  have  favorable  decisions  in  the  past  two  years  in  at 
least  five  states.  Thus,  the  vSupreme  Courts  of  New  Jersey  and  Connecti- 
cut have  recently  held  that  their  similar  constitutional  provisions  re- 
quire all  property  to  be  assessed  at  100  percent  of  true  value,  and  the 
Supreme  Courts  of  Kentucky  and  Kansas  have  held  it  unconstitutional 
to  assess  state-assessed  railroad  and  public  utility  property  at  two  or 
three  times  the  ratio  of  value  applicable  to  locally  assessed  property.  On 
the  factual  side  we  have  only  to  take  the  testimony  to  the  Board  of 
Equalization  last  summer  by  its  own  expert  assessing  officials  and  the 
report  to  your  committee  of  its  experts  now  under  consideration  to 
prove  that  we  are  assessed  at  least  twice  the  ratio  applicable  to  locally 
assessed  property. 

The  railroad  industrj-  firmly  believes  that  the  recommended  solution 
to  this  problem  made  by  your  consultants,  if  incorporated  into  a  bill  by 
your  committee  and  adopted  by  the  Legislature  and  also  by  the  people, 
since  apparently  constitutional  amendment  will  now  be  necessarj^ 
would  be  entirely  acceptable  to  it  and  would  afford  the  best  possible 
compromise  solution  from  the  standpoints  of  state-assessed  and  locally 
assessed  taxpayers  alike.  I  refer  first  to  their  recommendation  that 
equalization  of  state-assessed  and  locally  assessed  property  be  accom- 
plished by  the  Board  of  Equalization  over  a  10-year  period  by  simulta- 
neously gradually  reducing  the  ratio  to  market  value  applicable  to  state- 
assessed  property  and  gradually  increasing  the  ratio  applicable  to 
loealh-  assessed  property  so  that  by  the  end  of  the  10-year  period  all 
property  of  both  types  in  all  counties  would  be  assessed  at  approxi- 
mately 30  percent  of  market  value.  Also,  we  heartily  approve  their 
recommendation  that  all  nonoperating  property  of  the  state-assessed 
property  holder  be  assessed  in  the  future  by  local  assessors  rather  than, 
as  at  present,  by  the  Board  of  Equalization.  As  pointed  out  by  the 
consultants  such  property  does  not  have  the  characteristics  requiring 
the  unitary  appraisal  procedure  followed  by  the  state  board  with 
respect  to  operating  property.  It  is  no  different  from  common  or 
general  property  and  hence  is  now  valued  by  the  Board  of  Equalization 
by  means  of  the  same  techniques  employed  by  county  assessors  and  it 
should  in  the  future  be  assessed  by  the  local  assessors.  Time  and  again 
the  present  assessment  discrimination  between  railroad-owned,  state- 
assessed,  nonoperating  property  and  comparable  locally  assessed  com- 
mon property  has  specifically  been  brought  home  to  us.  This  has  taken 
the  form  of  bitter  complaints  to  us  from  persons  leasing  some  of  this 
nonoperating  property  from  us  under  leases  requiring  them  to  bear 
the  burden  of  property  taxes.  They  state  that  their  tax  bill  is  often 
twice  as  much  as  that  of  their  locally  assessed  neighbors  owning  exactly 
similar  property.  It  is  to  be  noted,  too,  that  in  the  case  of  these  leases 
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the  final  burden  of  the  discrimination  falls  not  on  the  railroads  but  on 
these  small  taxpayers  and  businessmen.  In  the  case  of  the  railroads,  as 
pointed  out  at  page  105  of  your  report,  the  ratio  of  the  nonoperating 
property  to  the  total  property  Is  very  substantial,  about  22.96  percent. 
Now  I  should  just  like  to  depart  from  my  prepared  statement  for  a 
moment  to  read  to  you  some  of  the  petitions  which  we  have  received; 
one  of  these  I  believe  may  have  gotten  into  your  record  but  I  think  not. 
This  is  a  petition  \  Appendix  3  >  signed  by  several  citizens  of  Newport 
Beach.  It  saj-s:  "The  undersigned  citizens  of  the  City  uf  Newpc»rt  Beach. 
County  of  Orange.  State  of  California,  are  being  unfairly  and  exces- 
sively taxed  under  the  prevailing  differences  in  methods  of  asses-sments 
between  the  State  Board  of  Equalization  and  county  assessors.  Whereas 
the  Orange  County  Assessor  is  assessing  property  in  the  area  in  which 
the  petitioners  reside  at  less  than  25  percent  of  market  value,  the  State 
Board  of  Equalization  is  assessing  the  properties  under  its  jurisdiction 
at  50  percent  of  the  market  value.  Inasmuch  as  the  undersigned  peti- 
tioners are  les.sees  of  property  owned  by  the  Pacific  Electric  Company, 
and  under  terms  of  the  leases  are  required  to  pay  taxes  on  the  property, 
these  citizens  are  being  heavily  penalized  under  the  prevailing  assess- 
ment practices. 

"The  petitioners  receive  the  same  public  service  such  as  police 
and  fire  protection,  public  school  and  other  facilities  as  their  neigh- 
bors in  Newp>ort  Beach,  but  they  are  forced  to  pay  more  than  twice 
as  much  in  land  taxes  because  a  public  utility  hapi>eus  to  be  the 
legal  owner  of  the  laud  on  which  their  homes  are  built.  The  in- 
equity of  this  double  standard  in  methods  of  assessment  is  glaringly 
apparent  when  the  burden  falls  on  average  citizens  and  home- 
owners such  as  the  petitioners.  Under  our  American  system  of 
fair  play  and  equal  treatment  for  all  there  can  be  no  justification 
for  creating  two  classes  of  taxpaying  citizens.  TVe  respectfully 
urge  the  members  of  this  honorable  committee  and  all  members 
of  the  California  Legislature  to  correct  and  equalize  the  present 
inequitable  method  of  assessment  referred  to  herein. 

Secondly.  I  have  a  telegram  from  Mr.  William  J.  Cagney  Appendix 
3)  which  I  believe  ha<:  been  received  by  the  commirte*>  along  the  same 
lines  and  I  wil  ler  to  read  that.  Also.  I   -  >:>  to  point  out 

that  Southern  i  -mpany  has  extensive  lai.  jTS  on  the  west 

side  of  the  San  Joaquin  Valley  devoted  to  agriculture  or  grazing.  These 
lands  in  many  cases  are  from  congressional  grant  and  fee  title  is  held  in 
the  name  of  Southern  Pacific  Land  Company,  which  is  not  a  carrier,  and 
Southern  Pacific  Company.  Lands  held  in  the  name  of  Southern  Pacific 
Land  Company  are  assessed  by  the  county  assessor  on  the  local  roll. 
The  1;.  in  the  name  of  Southern  Pacific  Company  are  assessed 

by  th'    -  i<3ard  of  Equalization  as  nonoperating  property  on  the 

board  roiis.  These  lands  are  located  in  Fresno.  Kern  and  Kings 
Counties.  Some  are  highly  productive  irrigated  agricultural  lands,  and 
others,  without  water  are  devoted  to  grazing.  Southern  Pacific  Company 
.  .  .  Land  Company  leases  and  supervnses  these  lands  for  both  Southern 
Pacific  Company  and  Southern  Pacific  Land  Company.  The  lessees 
of  -  large  holdi*  "ed  to  agricultural 

oj  -    Southern  l\.  nipany's  land  they 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  517 

also  own  adjoining  land.  These  operators  are  very  familiar  with  the 
tax  picture  and  are  continually  complaining  about  the  high  assessment 
placed  on  Southern  Pacitic  Company  owned  land  compared  with  ad- 
joining laud  owned  by  themselves  or  the  Southern  Pacific  Land  Com- 
pany. This  exhibit  (Appendix  3)  shows  that  in  Fresno  County  these 
comparable  lands  when  assessed  by  the  county  are  assessed  at  $2  per 
acre,  whereas  when  they  are  assessed  and  owned  by  Southern  Pacific 
Company  and  assessed  by  the  State  Board  of  Equalization  they  are 
as.sessed  at  $5  per  acre.  In  Kern  County  the  situation  is  that  when 
they  are  locally  assessed  they  range  from  $3  to  $6  whereas  when 
they  are  state-assessed  they  range  at  about  $10.  In  Kings  County 
again  .  .  .  where  they  are  locally  assessed  they  range  at  ratios 
about  half  what  they  are  when  state-assessed.  One  other  exhibit 
(Appendix  3)  along  these  lines  is  a  comparison  of  certain  South- 
ern Pacific  Comi)any  which  was  purchased  by  it  from  owners  of 
the  property  immediately  previously  thereto  had  been  locally  as- 
sessed. For  instance,  there  is  one  segment  of  land  w^hich  was  purchased 
by  Southern  Pacific  Company'  in  San  Francisco;  for  1957-58  when  it 
was  locally  assessed  the  county-assessed  value  was  $84,850.  When  it 
was  state-assessed  the  year  following  it  was  assessed  at  $101,500. 
Another  example  in  San  Joaquin  County  in  1957-58  when  locally  as- 
sessed the  value  was  $8,800 ;  when  state-assessed  it  w'as  $17,500.  Santa 
Clara  County,  when  locally  assessed  in  57-58,  $5,090;  when  state- 
assessed  the  following  year,  $10,500  and  perhaps  the  most  glaring 
example,  one  stretch  of  property  in  Sacramento  in  1957-58  was  locally 
assessed  at  $5,150  and  the  following  year  it  w'as  assessed  by  the  state 
board  at  $85,300. 

Those  who  would  like  the  present  unfair  situation  preserved  have, 
throughout  the  past  decade,  attacked  any  attempted  equalization  of 
state-made  and  locally-made  assessments  as  amounting  to  nothing  more 
than  the  shifting  of  a  gigantic  portion  of  the  property  tax  burden  from 
the  state-assessed  taxpayers  to  the  locally-assessed  taxpayers,  and  I 
have  heard  a  great  deal  of  this  same  sort  of  irresponsible  talk  here. 
However,  by  some  simple  arithmetic,  I  think  I  can  show  you  just  how 
unfounded  those  charges  are  wuth  respect  to  the  10-year  gradual  equali- 
zation program  recommended  by  your  consultants  and  how  negligible 
the  effect  of  such  a  program  would,  in  fact,  be  on  the  tax  bill  of  the 
average  taxpayer.  Your  consultants  recommend  that  over  a  10-year 
period  the  ratio  applicable  to  state-assessed  property  be  reduced  20 
percentage  points  from  50  percent  to  30  percent  of  market  value,  which 
is  a  total  of  40  percent,  or  4  percent  per  year.  However,  this  does  not 
mean  that  the  amount  of  state-assessed  property  on  the  local  rolls  will 
actually  be  reduced.  As  shown  in  the  most  recent  report  of  the  State 
Board  of  Equalization,  there  has  been  a  rapid  growth  in  the  past 
10  j^ears  in  state-assessed  property.  For  instance  ,the  assessed  value  of 
state-assessed  property  in  1958  exceeded  the  1957  value  by  9.31  per- 
cent. It  is  apparent  then,  that  this  normal  annual  growth  would  more 
than  offset  the  annual  4  percent  reduction  in  assessed  value  resulting 
from  this  program.  Your  consultants  recognize  this  fact  and  they  state 
at  page  29  of  the  report :  ' '  The  rapid  expansion  of  utility  property 
in  recent  years  very  likelj^  will  continue  in  the  future.  We  believe  it 
should  be  possible  to  effect  equalization  of  utility  assessments  with  only 
minor  financial  loss  to   counties,   if  any,   by  utilizing  this  expected 
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state-assessed  property,  locally-assessed  taxpayers,  and  local  <^(jv<!rn- 
ment.  This  must  be  the  year  of  decision.  There  is  no  Ion<,'er  a  need  for 
any  further  prolract(!d  studies  by  <'xi)(;rts  since  the  report  of  your 
consultants  is  not  substantially  dissimilar  in  its  conclusions  concerning 
discrimination  from  that  reached  by  the  Hulse  (Jomnuttee  in  11)152  and 
other  committees  since  that  time.  In  the  best  interests  of  all  California 
should  now  put  an  end  to  the  mess  of  its  present  unconstitutional  and 
dis(!riminatory  assessment  and  equalization  pro(!edure  and  stop  taxing 
railroads  as  "second-class"  citizens.  We  heartily  urg<!  your  committe*! 
to  prepare  legislation  carrying  out  the  recomni<Midations  of  your  con- 
sultants and  the  ado[)tion  of  such  legislation,  including  any  necessary 
constitutional  amendments  by  the  Legislature  and  the  [)eople  this  year. 

I  appreciate  the  opportunity  of  appearing  before  you  and  I  would 
just  like  to  introduce  these  exhibits  which  I  have  mentioned. 

(.'oolidge:  Sergcant-at-arins,  please  bring  them  uj)  here.  We  want  to 
thank  you,  Mr.  Pierce,  for  being  here  and  giving  us  the  stalem<'nt  you 
prepared  and  we  appreciate  the  statement.  I  can  tell  you  that  I  feel 
that  your  report,  like  so  many  others  we  have  had  poses  the  chalhnige 
to  this  committee  to  try  and  find  the  solution  to  this  problem,  and  we 
certainly  join  with  you,  and  as  I  stated  in  my  opening  remarks  to  the 
committee,  that  the  solution  may  be  found  in  the  licgislature  rather 
than  the  courts.  There  is  no  question  from  any  member  for  Mr.  Pierce? 

Assemblyman  (Jollier:  I'd  like  to  ask  him  a  couple  of  questions.  You 
say  that  we  have  unfair  competition;  would  you  go  for  amending  the 
law  whereby  that  you  would  have  open  competition  insofar  as  rate, 
you  make  your  own  rates  in  competing  with  the  trucking  industry,  or 
any  other  carrier? 

Pierce:  It  has  long  been  the  program  of  the  railroad  industry  natu- 
rally that  some  of  the  present  ine([uities  of  regulations  which  are 
imposed  by  the  Interstate  Commerce  Commission  should  be  changed. 
There  were  some  steps  made  towards  that  in  the  last  year  by  the 
Congress;  we  feel  there  are  a  great  many  others  which  could  be  done. 

Assemblyman  Collier:  If  that  should  be  done,  it  would  put  you  in 
a  more  favorable  position  so  far  as  competition? 

Pierce:  As  far  as  competition,  that  wouldn't  remove  the  taxation 
discrimination. 

Assemblyman  Collier:  One  more  point.  Did  I  understand  you  to  say 
that  the  acreage  on  the  west  side  of  the  San  Joa(|uin  Vnlley  was  assessed 
at  $2  an  acre  ? 

Pierce  :  That's  just  some  of  the  grazing  land. 

Assemblyman  Collier:  Some  of  the  grazing  land  on  the  west  side. 
Thank  you. 

Coolidge :  Thank  you  very  much,  gentlemen.  Now  how  about  the  $5 
acreage  .  .  . 

Pierce:  That's  grazing  land. 

Coolidge:  That's  the  same  type  of  thing. 

Pierce:  Very  poor  land.  (Laughter.) 

Coolidge:  Moving  right  along  with  the  statements,  we're  trying  to 
get  them  all  in  the  record  in  order  that  we  will  have  the  statement  for 
the  committee  to  study.  Mr.  Schotield,  you  have  a  statement  for  the 
committee  ? 
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Sohofield:  Mr.  Chairman  ar. -        -  •    -;     -  -  — ""^ — -7^^ 

is  "William  R.  S«:-h'"'^'^l'^  I  rp^  ve 
A—  -c  c<L.i;*aioii 
p:  issued  in 
time  lor :.  i  my  a>-  . :  how- 
ever. I  w.  ..        „ a  few  . .                      --   -       -.-     n  my 

behalf  and  my  opinions.  Having  served  in  "-  '  .  the  advisory  com- 
mittee that  was  attempting  to  reeoneile  thi>  -..^.-....u,  I  feel  that  I  am 
more  conversant  perhaps  with  some  of  the  backgrc>iind  of  Senate  Con- 
ctirrent  Resolntioi:  ' "       _  vhat  .  .  .  was  reached  at  that  time,  and 

what  has  been  a-.  .roTieh  this  report.  Mr.  Chairman.  I'd 

like  to  refer  to  th  -      re  resolution. 

And  in  this  res.-  .: — -;     -i-i-^-r-  :<    hirged  with  analysis  of  all 

facts  relating  to  or  in  any  way  bearing  assessment  practices  of 

local  assessors  and  the  State  P     -'     '  ...£<» tion  and  the  appraisal 

factors  of  the  State  Board  of  >  with  respect  to  locally  as- 

sessed property  w'  ate  those  equalization  ftme- 

tions  of  the  b<?ar  .  y  required  x>erfor!B.  I  5nd 

1.  ,  -e  to  make  a  t- 

e. .     .       .       -  rrftheminl     "    -         ...ed 

a  request  to  thi?t  committee  that  s^  -als  be  made  ot  at  least 

two  major  public  utilities.  I  cannoz  .._...     ..-  ihe  figures  you  have  as 

the  cost,  but  I  do  know  that  the  cost  wotdd  have  far  exceeded  the  ap- 
propriation tr  ■       .  resolution.  I  also  know  that  a  physi- 
cal appraisal  ine  that  could  not  be  .  .  .  that  you 
did  not  have  10  do.  Tiicreiv-rc.  ui  addition  to  this  spec::  rement 
set  up.  it  is  stated  thai  it  shall  not  be  ...  it  stall  :-:  not  be 
limited  to  some  four  specific  recommendations.                                j  ^  t<> 
whether  state-assessed  property  is  being  assesses.  ..    ...  ^    ...  ^  .Ard  of 

Equalization  but  to  the  same  extent  and  in  the  same  manner  as  locally 
assessed  property  is  being  assessed  by  coiir*  ^^.^^  -^  ^  --  -his  is  a 
charge  to  a  p«>rtion  of  that  which  is  cor-  i.  The 

C      ~  -  -        ihe  a>s<^--     _  -  .^;  .  .  .  :.  :  .:.>>-rss- 

ii..  _  if  you  a--  _    -apart    :  :.-x:::n 

then  you  nave  assumed  .  .  .  thai.  '  :^n  char.:   ..  "  .:     ;;. 

portion  of  it.  Since  you  have  bi-_ .        :_  de:--:  _    -  .^: 

whether  it 's  the  same  extent  and  in  the  same  manner,  as  —  rd 

pnjperty,  lets  "      -     "d  it's  very  i:  *'•--■-'    note.  tL^.    .r  -   .  .age 
*  "extent.  ■  hi^•  from  Great  1  rs  and  is  interpreted  as 

a--  —_...."  "     -         ^'"     -  -r.  is  a 

L.  -  -  -         State. 

I.  -     -  ^  ~  .me 

n..  .  .      .       .     ^  ~      -  ^^  -  —  rs 

is  very  obvious  by  your  report,  your  experts  by  the  ge 

that  it  is  not  in  th  --'^^  ,,  ,,  ,  ..^  because  it  is  no;  :.l.  ^.„.  i^.^.  oi 
procedure.  And  ^  uiiitee  is  asked  whether  the  equity 

requi  -  >  ;:ig 

fulfil  a: 

however,  i  ai  ^  ::y 

viewing  of  pr  .  -  .le 

tax  structure  01  tne  ^tale  01  '  .u  i  be:  the  equity  n?- 

quirements  of  the  California   .--..:/  tax  s::..     ...-    are  now  being 
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fulfilled.  However,  not  in  the  manner  desired  by  certain  gronps  of 
people.  You  also  find  in  this  that  whether  the  stale  property  is  by  nature 
economically  different  from  some  local  assessed  property  and  whether 
some  types  of  locally  as!s.essed  properties  are  by  nature  economically 
different  from  some  other  types  of  locally  assessed  properties,  so  it  has 
been  made  impossible  to  determine  the  market  value  of  the  several 
classes  of  property  on  the  same  basis.  My  mind  is  still  open.  Whether 
your  experts  have  really  reached  a  true  market  value.  I'm  in  agreement 
that  there  must  be  somewhere  a  common  denominator,  but  I  am  not 
sure  that  the  market  value  determined  on  historical  cost  which  is  for 
the  purpose  of  valuing  utility  property  for  ratemaking  purposes  is  the 
same  as  the  market  value  of  property  which  is  assessed  on  a  reconstruc- 
tion cost  .  .  .  plus  depreciation.  So  I  find  that  my  mind  is  still  open; 
I  haven 't  had  an  opportunity  to  analyze  f  uUy  these  figures  to  the  point 
that  I  can  say  categorically  that  no  they  cannot  be  met,  but  I  am  still 
unconvinced  that  they  have  been  met  under  the  assumption  as  based 
by  the  experts.  We  have  a  disparity  of  assessments  ...  I  tbink  anyone 
will  readily  admit,  but  as  to  the  degree  of  this  disparity  of  assessment, 
I  question  whether  there  is  that  difference  between  25  percent  of  assess- 
ment ratio  and  50  percent  of  a^iessment  ratio.  And  then  of  course,  tliis 
committee  is  cJiaigted  to  .  .  .  the  operations  affecting  the  administra- 
tions, enforeement  and  the  preparation  of  law.  I  believe  that  the  com- 
mittee could  very  well  take  the  almost  universal  expression,  both  by 
common  property  taxpayers  and  I've  many  times  heard  utility  repre- 
sentatives say,  "Let's  repeal  1466."  and  I  can  say  positively  that  tbe 
records  of  the  California  Forest  Protective  Association  are  committed 
to  seeking  the  repeal  of  1466  which  does  not  mean  that  you  cannot  write 
a  new  law  including  many  of  the  factors  provided  in  1466  but  as  long 
as  you  have  that  term  of  Chapter  1466,  Statutes  of  1949,  you  can't  sell 
it  to  anyone  and  I  think  that  there  are  provisions  that  should  be  there 
in  a  new  equalization  law.  I  think  also,  tliat  you  have  brought  up  many 
times  the  question  of  a  tax  shift,  where  there  would  be  $100,000,000, 
or  if  it  be  $1,000,000  it  is  necessary  that  a  tax:  shift  should  be  made; 
the  reason  is  that  it  is  an  illegal  assessment  and  taxation  existing  at  the 
time.  So  why  not  get  it  all  over  with  and  if  its  $100,000,000  put  it  all 
on  one  year  and  then  you  11  get  some  results,  I  can  assure  you.  Don't 
die  in  10  years  on  the  installment  plan.  Xow,  I'd  like  to  refer  to  some 
of  the  findings  ...  of  the  conclusions  of  the  committee  and  put  my 
personal  expression  on  it  .  .  .  for  what  it  is  worth.  I  am  still  not  .  .  . 
certain  .  .  . 

Coolidge :  Correction,  just  a  correction :  these  are  not  the  findings  of 
the  committee. 

Schofield:  I'm  sorry.  I  wish  to  point  that  out  too.  I  have  reserved 
very  definitely  to  my  own  thinking  that  these  are  findings  of  the  con- 
sultants and  not  of  the  committee  and  I  place  a  lot  of  confidence  in 
the  committee  in  being  able  to  analyze  what  has  been  .  .  .  brought 
out  in  the  reports  and  also  what  is  going  to  be  given  to  you  in  testi- 
mony. But  under  the  recommendation  .  .  .  the  joint  recommendations 
...  we  have  first  the  assessment  as  being  approximately  50  percent 
for  utilitv  assessments  and  locally  assessed  approximately  25  percent. 
I  do  not  agree  with  that.  I  think  that  ...  the  basis  upon  which  this 
is  founded  is  ...  is  not  sufficient. 
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2.  That  equity  requirements  of  California  tax  structure  are  not  now 
being  fulfilled.  I  certainly  believe  that  the  equity  requirements  of  the 
tax  structure  are  being  fulfilled  at  the  present  time. 

3.  It  is  impossible  to  determine  the  market  values  of  all  properties 
subject  to  assessment  by  following  ...  by  using  market  value  for  all 
the  terms  now  used  in  the  Constitution  and  in  the  code.  There  is  a 
common  denominator  .  .  .  T  want  to  point  out  this  fact,  and  I  think 
it  has  been  pointed  out  before,  that  we  do  have  a  market  value  de- 
termined for  the  ratemaking  purposes.  We  have  a  market  value  de- 
termined by  the  assessor  for  assessment  purposes.  But  I  don't  think 
there  is  a  comparison  there  .  .  .  there  is  a  difference  .  .  .  the  market 
value  which  has  not  been  brought  up,  in  my  estimation,  that  is  a 
market  value  for  assessment  purposes  in  both  utility  and  common 
property.  Now,  further  recommendations  jointly  made.  That  the  legal 
assessment  be  at  30  percent  of  full  cash  value.  Mr.  Reeves  recommends 
33^  percent;  Mr.  Chapman  prefers  30  percent  with  a  spread  of  27 
percent  to  33  percent.  I've  had  a  little  experience  in  appraising  and 
I  think  you  are  limiting  your  appraisers  in  .  .  .  putting  .  .  .  tying 
down  too  closely  any  spread  in  that  category  ...  I  think  it  should 
be  at  least  from  25  percent  to  35  percent.  The  spread  should  be.  The 
locally  assessed  and  the  state-assessed  property  be  brought  to  new 
levels  gradually,  possibly  over  a  10-year  period,  and  I  say  give  it  to 
them  all  at  once.  I  don't  see  any  reason  why  if  it's  illegal.  That's  my 
expression,  and  not  the  expression  of  my  people  who  pay  the  taxes 
however ;  they  may  want  it  spread  out  if  it 's  going  to  have  to  be 
taken.  The  Constitution  be  amended  to  authorize  the  Legislature  to  fix 
the  level  of  assessment.  I  can  agree  with  that  thoroughly,  and  I  think 
also  that  if  they  want  to  make  it  possible  for  the  Board  of  Equali/.a- 
tion  to  publish  annually  its  findings,  why  not?  Everybody  knows  them 
anyway,  so  why  shouldn't  they  publish  them?  I  don't  fear  that.  I 
think  some  of  the  assessors  do,  but  I  don't  fear  that  and  I  think  it 
will  be  ...  it's  being  used  and  they're  using  perhaps  wrong  figures 
because  there  isn't  an  official  publication.  Public  utility,  nonoperating 
property  be  locally  assessed  ...  I  agree  with  that;  I  think  it's  fine. 
I  think  that  pipelines  and  the  flumes  and  canals  should  be  locally 
assessed  also.  Airlines  and  water  companies  .  .  .  when  particularly 
the  water  companies  when  they  cover  ...  go  over  county  boundaries 
should  also  be  assessed  by  the  State.  I  don't  object  to  the  value  of  the 
market  value  being  substituted  for  full  cash  value  if  it's  properly  in- 
terpreted and  if  it  is  properly  tied  down  to  ...  a  common  denomina- 
tor for  use  in  assessment  purposes.  It  has  also  been  recommended  that 
the  timetable  be  changed  to  allow  the  grievances  .  .  .  the  .  .  .  the 
ajipeals  to  the  assessor  ...  I  think  that  is  splendid.  The  county  is 
recpiired  to  give  adequate  notice  of  assessment  increases  to  the  tax- 
I)ayer  ...  I  agree  with  that.  Counties  be  ]iermitted  to  set  up  boards 
of  equalization  indeiiendent  of  the  board  of  sujiei'visors ;  T  don't  quite 
get  the  reason  for  that.  It  is  done  in  other  ])]ac(^s.  Onr  neighboring  State 
of  Oregon,  tliey  have  it  in  some  counties  and  in  some  counties  not. 
They  liave  .separate  l)()ards  of  eqnali/.ation,  local  boards  of  ('(pialization ; 
counties  boards  of  efpudizaf ion  decision  to  b(^  made  apj^ealable  to  tlie 
State  Pxiard   of  E(|nali/.at  ion   ...   1    am   niialteral>ly  opposed   to  th.it 
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under  the  present  setup  of  the  constitutional  provisions  and  the  author- 
ity of  the  State  Board  of  Equalization  we  have  too  much  of  that 
alread3^  Where  you  are  referrinc;'  .  .  .  where  the  board  is  commonly 
referred  to  as  judge,  jury,  and,  and,  executioner  .  .  .  and  I  don't 
believe  under  the  present  authority  oiv(Mi  the  State  Board  of  Equali- 
zation that  anything  wouUl  be  accomplished  by  having  the  State  Board 
of  E(pialization  be  a  board  of  appeal  for  locally  equalization  .  .  .  par- 
ticularly with  the  assessment  standards  moving  in  constantly  more  with 
their  instructions  and  practically  dictating  the  assessment  practices  as 
done  by  the  assessor  they  are  not  going  to  override  their  own  .  .  . 
equalization  ...  or  assessment  ...  as  taken  by  this  .  .  .  the  county. 
The  state  board  sample  property  as  well  as  by  value  ...  by  prop- 
erty type.  I  think  that  is  a  very  important  point  particularly  in 
intercounty  equalization  and  I  have  seen  that  exist  to  the  detriment 
of  the  common  property  taxpayers  because  we  have  found  that  in  1955 
in  the  equalization  hearings  that  there  were  types  of  properties  that 
were  within  the  so-called  tolerance  that  the  board  had  established;  yet 
they  had  to  suffer  because  there  were  other  properties  used  in  their 
samplings  that  overweighed  and  brought  the  county  down.  So  I  think 
that  the  samplings  should  not  only  be  done  by  value,  but  also  by  prop- 
erty type.  Which  brings  up  the  question  of  ...  of  sales  data  and  I 
have  had  a  lot  of  experience  in  the  applying  of  sales  data  for  the 
purposes  of  assessment,  and  T  think  that  you  have  to  be  very,  very 
careful  as  to  what  weight  you  give  to  sales  data.  And  you  have  to  .  .  . 
be  able  to  determine  what  is  back  of  all  of  these  sales,  and  I  know  of 
no  one  who  is  better  able  to  understand  this  than  is  the  local  county 
assessor,  as  to  know  all  the  conditions  under  which  sales  are  made. 

The  State  Board  of  Equalization  studied  the  handling  of  income  tax 
in  arriving  at  values  by  the  capitalization  of  income  method.  I  see  no 
reason  why  you  couldn't  use  it  as  a  factor;  I  think  it  should  be  used, 
I  don't  know  why  it  isn't  used  as  a  factor.  But  ...  I  think  that  you 
again  have  to  be  cautioned  about  income  tax  as  being  a  factor  that  is 
given  .  .  .  might  be  given  too  much  weight,  the  same  as  might  be 
sales  tax.  Mr.  Chapman  recommended  to  the  state  board  use  present 
allocation  methods  consistent  .  .  .  consistent,  but  study  the  possible 
use  of  other  methods  which  is  the  allocation  made  under  the  .  .  .  under 
the  reconstruction  cost.  I  think  that  is  a  good  recommendation.  Gentle- 
men, I  think  that  by  and'  large  that  many  of  the  recommendations 
have  merit.  I  think  they  point  up  the  problems  that  the  committee  has 
to  solve.  I  think  that  the  committee  would  ...  do  well  if  they  can 
give  the  people  who  are  directly  interested  in  this  a  little  more  time 
to  present  more  detailed  analysis  of  this  report  to  help  you  in  your 
deliberations  and  I  can  assure  you  that  anything  that  ...  I  personally 
or  those  people  I  represent  can  do  to  help,  will  be  given.  I,  I  think 
you  have  a  difficult  job  and  I  think  also,  Mr.  Chairman,  that  it  is  not 
an  insurmountable  job,  but  I  think  that  first  we  must  do  away  with 
1466  and  forget  about  that  it  ever  existed  because  it  is  ...  it  is  imp 
...  it  is  improperly  conceived  and  everybody  admits  it  by  now  who 
studied  it;  there  were  only  a  few  objections;  Mr.  Chairman,  I  thank 
you  for  this  privilege  of  appearing  and  I  will  answer  any  questions 
you  have. 


524  JOINT  INTERIM   COMMITTEE  ON   ASSESSMENT  PRACTICES 

Coulidge:  Tliauk  you  very  miieh,  ^Ir.  Sehofield,  and  be  assured  that 
you  may  .  .  .  tliat  additional  hearinjis  Avill  he  held  and  additional 
testinionv  will  be  taken.  Thank  vou  verv  nuieh  for  being  here  .  .  .  Mr. 
Me  Kay.  ' 

MeKay :  ^Ir.  Chairman,  member.s  of  the  eommitti-e  ...  I  am  Kobert 
E.  McKay,  (.lovernmental  Relations  Executive  of  the  California  Teach- 
ers Association. 

The  importance  of  a.ssessment  practices  to  the  public  schools  of  Cali- 
fornia is,  1  am  sure,  well  known  by  now  to  members  of  this  connnittee 
anil  to  the  Legislature  as  a  whole,  it  is,  in  the  opinion  of  those  who  ad- 
minister the  State's  system  of  public  education,  the  most  significant 
single  factor  atfecting  the  tinancing  of  the  schools.  Likewise  it  has  an 
impact  on  the  educational  welfare  of  more  than  3  million  public  school 
children  of  the  State. 

The  manner  and  adequacy  of  assessing  property  for  purpo.ses  of  local 
ta.xation  are  directly  reflecte<l  not  only  in  the  amounts  of  money  avail- 
able from  that  source  for  current  school  operations  and  capital  outlay, 
but  also  in  tlie  distributi(»n  of  state  funds  which  in  a  period  of  10  years 
or  less  will  exceed  2  billion  dollars. 

Each  year  a  sizable  amount  of  state  money  is  paid  to  school  districts 
in  what  is  known  as  equalization  aid.  This  is  to  help  meet  current 
operating  expenses.  Eligibility  for  this  money  is  determined  by  the 
assessed  valuation  of  the  district  in  relation  to  the  number  of  children 
which  the  district  must  educate,  if  the  valuation  per  child  falls  below 
a  figure  fixeil  by  a  formula  establislied  by  ihe  Legislature  the  district 
receives  equalization  aid  in  inverse  ratio  to  its  financial  ability  as  meas- 
ured by  the  as.sessed  valuations. 

During  this  year,  1958-59,  the  State  will  distribute  to  local  school 
districts  in  equalization  aid  a  grand  total  of  116^  million  dollars.  This 
represents  2\M  percent  of  the  total  amount  ai>portioned  by  the  State 
for  support  of  ])ublic  schools. 

In  addition,  the  State  assists  local  school  districts  iu  financing  school 
construction  and  capital  outlay,  again  on  the  basis  of  need.  And  again 
the  ability  of  the  district  to  meet  its  re(}uirements  is  determined  by  the 
values  fixed  on  taxable  property  within  the  district.  Under  state  law  a 
school  district  is  prohibited  from  issuing  bonds  in  excess  of  5  percent 
of  the  a.ssessed  total  valuation  of  the  district,  even  though  it  has  a 
legal  obligation  to  jn'ovide  school  housing  and  to  educate  all  of  the 
children  in  the  district. 

Since  1947  the  Legislature  aiul  the  voters  of  Calif(»rnia  have  made 
available  a  total  of  910  million  dollars  to  help  distressed  school  districts 
build  classrooms  and  to  j)rovide  other  necessary  facilities.  Asi<le  from 
two  additional  allotments  totaling  55  million  dollars,  all  of  this  money 
is  distributed  on  the  basis  of  as.sessed  valuations. 

It  should  be  noted  and  emphasized  that  school  authorities  have  no 
control  whatsoever  in  the  determination  of  eligibility  for  either  eipiali- 
zation  aid  or  state  building  aid.  That  is  entirely  in  the  hands  of  the 
State  Hoard  of  E(iualization  and  the  county  assessors  who  fix  property 
values  for  school  tax  purposes. 

The  Ia<'k  of  uniformity  in  as.sessment  jiractices  between  the  counties 
and  the  uncertainty  of  the  relationship  between  .state  and  locally 
asses.sed   property   has   long  lieen   of   deej)   concern   to  the    California 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  525 

Teachers  Association.  P^or  tlu>  past  12  years  CTA  has,  alongf  with  other 
interested  orj>anizations,  worked  dilijieiitly  to  brinj?  about  efpiity  in 
assessment  practii-es.  It  still  considers  it  the  number  one  problem  in 
governmental  finance  in  California. 

The  problem  obviously  falls  into  two  parts,  intercounty  equalization 
and  state  assessment  practices.  It  is  impossible,  I  believe,  to  consider 
one  without  rclatinij:  it  to  the  other.  Thus,  even  though  this  hearing  is 
concerned  primarily  with  state-assessed  property,  1  find  it  necessary  to 
restate  our  views  on  the  other  phase  of  the  i>r()blem. 

In  1949  the  Legislature  recognized  the  need  for  i)roviding  a  means 
to  distribute  state  aid  to  the  schools  on  an  equitable  basis.  It  wrote  into 
the  Revenue  and  Taxation  Code  a  provision  whieh  became  known  as 
Chapter  146G  which  jirovided  for  the  distribution  of  school  money  on 
an  e(iuitable  basis  despite  variations  in  assessment  practices  in  the 
various  counties. 

In  simplest  terms  it  called  for  a  determination  of  the  relationship  of 
true  and  assessed  values  in  each  of  the  counties  together  with  a  state- 
wide average.  The  State  Controller  in  computing  eligibility  for  equali- 
zation aid  would  then  adjust  downward  aid  to  districts  in  those  counties 
found  to  be  assessing  too  low  and  would  give  increased  aid  to  districts 
in  counties  assessed  above  the  statewide  average". 

However,  because  of  some  objectionable  pi-ovisions  relative  to  state- 
assessed  property  Avhich  were,  at  the  last  minute,  attached  to  the  bill  it 
was  not  then  and  has  not  since  been  made  operative  and  the  formida 
for  distributing  school  money  has  never  come  into  play.  The  existence, 
however,  of  the  inoperative  provisions,  has  served  to  encourage  im- 
proved assessment  practices  within  the  counties  and  to  bring  many  of 
the  low  counties  more  nearly  into  line.  It  has,  in  this  sense,  I  believe, 
served  a  real  purpose. 

Legislation  is  now  pending  to  repeal  Cha])ter  14()(i  in  its  entirety. 
To  this  the  California  Teachers  Association  is  opposed.  We  feel  strongly 
that  the  machinery  contained  in  Chapter  1466  for  adjustment  of  school 
aid  must  be  retained.  If  the  objectionable  features  of  the  measure  are 
to  be  repealed,  and  Ave  feel  that  they  should  be,  the  provisions  for  dis- 
tribution of  school  aid  on  an  adjusted  basis  should  be  re-enacted  in  the 
same  bill. 

With  respect  to  the  publication  of  ratios  reflecting  the  practices  of 
the  various  counties,  we  firmly  believe  that  such  information  should 
be  made  public.  There  should  be  no  secrecy  in  such  matters. 

The  California  Teachers  Association  holds  to  a  few  fundamental 
beliefs  in  the  matter  of  assessment  practices. 

First,  it  believes,  in  furtherance  of  the  constitutional  reiiuiremcnt, 
that  all  property  should  be  valued  equally  for  tax  purposes. 

Secondly,  it  feels  that  locally  assessed  property  should  be  valued 
neither  higher  nor  lower  than  state-assessed  property ;  that  no  class  of 
taxpayer  should  be  discriminated  against  or  accorded  preferential 
treatment. 

Third,  if  assessment  practices  do  vary  between  the  counties,  and 
there  is  ample  evidence  that  they  do  to  a  marked  <legree,  they  should 
by  orders  of  the  State  Board  of  Ecpialization  be  brought  to  a  uniform 
level. 
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Fourth,  if  state  ami  locally  assessed  property  are  valued  at  different 
percentages  of  market  value,  action  should  be  taken  to  place  them  on 
an  equal  footing,  and 

Fifth,  neither  class  of  property  should  have  its  valuations  reduced. 
The  Constitution  still  calls  for  the  use  of  full  valuation,  not  the  25 
percent  attributed  to  local  property  or  the  50  percent  attributed  to 
utility  property  by  the  staff  report. 

I  have  studied  the  staff'  report  with  some  care.  I  am  impressed  "vvitli 
its  thoroughness.  I  know  of  no  one  who  has  questioned  either  the  in- 
tegrity or  the  ability  of  the  consultants  who  prepared  it.  I  am  not, 
however,  personally  convinced  at  this  time  that  the  public  utilities  are 
overassessed. 

If  tlie  approacli  suggested  in  the  so-called  ''Pittman  Correspond- 
ence" referred  to  in  staff'  report  were  used  the  reported  difference  in 
valuations  would  not  be  25  percentage  points,  but  only  11.6  points.  Use 
of  the  depreciated  replacement  method  Avould  have  fixed  local  property 
at  a  22.8  percent  level  and  utility  property  at  34.4  percent.  I  am  not 
prepared  to  justify  either  of  the  methods  as  the  only  appropriate  one. 
I  wish  only  to  note  the  existence  of  a  strong  difference  of  opinion  as 
to  the  proper  basis  for  determining  the  percentage  of  value  of  both 
types  of  property. 

As  a  member  of  the  1957  Citizens  Committee  on  Assessment  Prac- 
tices it  was  my  privilege  to  make  the  motion  recommending  to  the 
Legislature  the  creation  of  this  joint  legislative  committee  and  the 
employment  of  consultants  to  analyze  the  relationship  of  state  and 
local  assessment  practices.  T  am  not  inclined  to  dismiss  lightly  the  find- 
ings of  the  consultants. 

If,  however,  after  careful  delilx'i-ations,  the  Legislature  should  con- 
clude that  significant  discrepancies  do  exist  in  the  treatment  of  the 
two  types  of  property,  and  that  action  to  bring  them  to  a  common  level 
is  warranted,  Ave  believe  that  the  following  approach  should  be  used : 

(1)  The  level  of  utility  assessments  should  not  be  lowered. 

(2)  Local  property  should,  over  a  prolonged  period  of  time,  be 
brought  to  the  same  level  as  the  utilities. 

(3)  Any  proportionate  lowering  of  the  tax  burden  of  utilities  re- 
sulting from  this  process  should  be  reflected  immediately  in  reduced 
rates  to  the  consumers  or  customers  of  the  utilities. 

We  believe  that  the  one  determination  of  paramount  importance 
facing  the  Legislature  in  this  matter  is  whether  local-  and  state-assessed 
property  are  in  fact  valued  on  an  inequitable  basis.  If  it  so  determines, 
then  action  is  warranted  .  .  .  that  .  .  .  then  action  is  warranted  to 
eliminate  the  discrepancies.  Otherwise,  major  eff'orts  should  be  concen- 
trated on  intercounty  equalization.  ]\Ir.  Chairman  and  members  of  the 
committee,  I  am  deeply  appreciative  of  the  privilege  of  appearing 
before  you. 

Coolidge :  Mr.  ]\IcKay,  I  and  the  committee  appreciate  the  testi- 
mony you  have  given  to  the  committee  here.  Thank  you  very  much.  Is 
]\Ir.  INIartin  here  ...  of  Ignited  Air  Lines.' 

Martin:  My  testimony  would  fit  in  ]iret1y  nicely  right  here  .   .   . 

Coolidge:  Kindly  introduce  yourself. 

I^Iartin  :  !Mr.  Chairman  and  members  f)f  the  committee,  my  name  is 
Warren  N.  Martin.   I  am  Vice  President.   Pnhlic   Affairs,  of  the  Air 
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Transport  Associiitioii  of  .  .  .  this  is  a  trade  association  of  sched- 
uled airlines,  Ujiitcd  Airlines  happens  (o  be  one  of  our  sonic  41)  mem- 
bers, and  I  appear  here  today  on  behalf  of  the  scheduled  airlines  which 
serve  the  State  of  California. 

We  would  specifically  call  your  attention  to  the  consultants'  recom- 
mendation, nnmber  5  on  page  22  of  the  report.  This  recommendation 
urges  that  the  responsibility  for  assessing  the  operating  properties  of 
regulated  air  carriers  be  transferred  from  the  various  county  assessors 
to  the  State  Board  of  Equalization. 

The  airlines  respectfully  oppose  this  recommendation  and  would 
urge  that  this  committee  not  approve  the  suggestion. 

Airline  property  has  been  traditionally  assessed  at  the  county  level 
in  California  and  we  do  not  feel  that  these  long-standing  assessment  pro- 
cedures should  be  so  radically  shifted  without  compelling  reasons  for 
so  doing.  We  know  of  no  dissatisfaction  on  the  part  of  either  state  or 
local  officials  with  this  arrangement  and,  certainly,  no  such  dissatis- 
faction is  suggested  in  the  Consultants'  Reports. 

The  only  support  given  in  the  reports,  even  if  this  could  indeed  be 
considered  a  supporting  reason,  is  that,  as  stated  on  page  30,  ' '  County 
assessors  may  be  able  to  assess  ground  property  but  flight  equipment 
practically  defies  local  assessment." 

Gentlemen,  this  is  simply  not  true. 

It  is  a  fact  that  flight  equipment  like  ground  equipment  has  been 
assessed  in  general,  and  particularly  in  California,  for  many  years. 
The  young  lady  who  transcribed  my  notes  on  this  .  .  .  wrote  the  word 
.  .  .  practicularly,  and  unwittingly  she  may  have  probably  coined  a 
pretty  good  descriptive  phrase,  because  we  are  particularly  assessed  in 
California  and  as  a  practical  matter  we  are  assessed  in  California  so 
that  the  word  "practicularly"  is  a  pretty  good  description  (laughter), 
insofar  as  airline  aircraft  are  concerned  in  this  State.  The  problems  of 
assessing  both  ground  and  flight  equipment  are  essentially  the  same 
whether  done  at  the  local  or  state  level.  Mere  geographic  size  of  the 
assessing  jurisdiction  neither  simplifies  nor  complicates  the  basic 
assessing  procedures. 

The  further  statement  is  made  in  the  Consultants'  Reports  that  sev- 
eral states  within  the  last  20  years  have  enacted  state-level  assessment 
statutes  for  air  carrier  property.  This  is  true,  but  the  fact  that  only 
a  few  states  within  this  time  period  have  found  it  necessary  to  state- 
level  assessment  would  indicate  that  there  is  certainly  no  broad  .  .  . 
ground  .  .  .  ground  swell  of  informed  opinion  in  this  direction. 

In  most  of  these  instances  where  these  several  state-level  assessments 
have  been  enacted,  it  was  the  result  of  either  of  two  situations  (1) 
where  there  was  inadequate  state  statutes — or  in  some  instances  no 
statutes  at  all — permitting  assessment  of  airline  property,  or  (2)  in 
those  situations  where  the  law  might  have  been  adequate  but  where 
the  local  assessors  were  not  effectively  or  adequately  assessing  airline 
operating  property.  Neither  of  these  situations  exist  in  California. 

In  conclusion,  we  would  respectfully  reiterate  that  no  compelling 
reasons  do  exist  to  support  this  radical  change  in  assessment  of  airline 
operating  property. 
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We  would  hope  that  you  gentlonieu  as  uionibors  of  the  committee 
woukl  not  endorse  or  recommend  such  a  change  simply  for  the  sake  of 
chaufje. 

Thank  you. 

Coolid<2:e:  Thank  you,  we've  had  the  pleasure  of  walking]:  the  red 
carpet  of  your  company  many  times ;  we  appreciate  your  walking  the 
red  carpet  of  this  Senate  committee  room  to  bring  us  your  testimony. 
Thank  you. 

^Martin:  Sir,  T  would  reiterate  on  behalf  of  the  otlier  48  carrier  mem- 
bers of  the  association  w^ho  .  .  .  help  pay  my  salary,  T'nilcd  is  one  of 
49,  a  very  fine  carrier,  incidentally  (laughter)    .  .  . 

Coolidge:  Is  Southwest  Airlines  in  the  house?  ]\Ir.  Barr?  Will  yt)u 
have  a  seat  and  introduce  yourself  and  tell  us  who  you  represent  ? 

Barr :  Mr.  Chairman,  members  of  the  committee,  you  have  a  written 
submission  by  myself  which  was  presented  to  you  yesterday.  My  name 
is  A\^.  A.  Barr  and  I  represent  the  Siskiyou  County  Board  of  Super- 
visors. I  come  before  you  authorized  by  tliis  body  to  .  .  .  say  to  you 
.  .  .  that  we  do  not  believe  that  public  utilities  are  being  over  assessed. 
In  fact,  we  have  several  separate  cases  in  our  county  to  .  .  .  show 
that  they  are  far  under  assessed.  Any  .  .  .  any  business  as  it  operates, 
operation  increases,  the  cost  of  operation  investment,  etc.,  increases. 
We  believe  the  tax  load  should  be  increased  in  proportion.  Taxes  are  a 
legitimate  part  of  any  organization's  budget.  It  is  said,  well,  the  con- 
sumer must  in  some  way  pay  the  taxes.  This  is  not  so.  In  cases  where 
property  owners  have  rental  property  a  man  may  have  a  number  of 
houses,  this  shift  in  taxes  is  made,  the  tax  load  is  taken  off  the  public 
utilities  and  put  on  the  property  owners,  he  pays  that  tax  whether  he 
has  houses  .  .  .  whether  his  houses  are  rented  or  whether  they  are 
vacant.  AVe  have  a  large  percentage  of  the  population  of  our  State  who 
pay  no  taxes,  except  probably  on  a  .  .  .  radio  or  .  .  .  television  or 
piano — but  no  property  taxes  and  they  pay  direct  to  the  public  utility 
.  .  .  say  for  instance,  the  Pacific  Gas  and  Electric  .  .  .  they  pay  for 
their  heat,  lights  and  power.  The  shift  of  that  tax  load  is  placed 
squarely  on  the  shoulders  of  the  property  owner.  The  proposed  move 
would  take  from  the  hands  of  the  utility  company  who  are  provided 
for  and  justly  should  collect  all  taxes,  a  segment  of  their  commodity 
be  they  electricity,  gas  or  transportation,  or  for  that  matter  any  public 
utility  sui^plying  the  population  with  any  commodity.  In  cases  of 
leased  property,  which  in  some  cases  uses  a  large  quantity  of  power 
to  0])crate  the  lessor  using  the  power  would  tack  the  tax  onto  the 
man  who  owned  the  property.  I  would  like  to  ask  is  there  any  show 
of  justice  in  this?  Now,  I'm  not  too  familiar  with  gas  and  electric 
propositions,  and  such  as  that,  but  I  have  had  considerable  experience 
in  paying  taxes  .  .  .  in  .  .  .  investigating  what  causes  them  .  .  .  the 
upward  revision  all  the  time.  Amongst  other  things  I  found  ...  I 
found  that  we  have  in  our  county,  I  was  very  glad  to  hear  the  Southern 
Pacific  man  a  while  ago  make  a  statement  in  regard  to  his  property — 
their  property — but  I  found  we  liave  in  our  county  four  sections.  Sec- 
tion 2  or  Section  ;3  rather.  Section  10,  Sccfion  9  and  Section  15  that 
were  .  .  .  assessed  by  the  ...  by  the  State  and  the  total  assessment 
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was  $2,000.  Those  four  sections  oL"  laud  sold,  accordiu<>-  to  the  .  .  . 
aecordiuji'  to  the  RS  stamps  for  $74,400.  Now  they  tell  us  that  their 
land  is  .  .  .  overassessed.  Here  we  have  land  assessed  at  $2,000  that 
sells  for  $74,440.  Gentlemen,  that's  all  1  have  to  offer — I'm  not  an  ex- 
pert and  I  had  no  prop,ram  to  alleviate  this  situation,  I  just  simply 
submit  to  you  that  there  must  be  somehow,  someway,  someway  that 
it  can  be  alleviated. 

Coolidge :  Well,  thank  you  .  .  .  Mr.  Brown  .  .  .  and  we  're  certainly 
trying  to  find  the  answer  to  tliat  problem.  You  are  aware  of  course 
that  Senator  Collier  has  .  .  .  a  .  .  .  requested  the  chairman  of  this 
committee  to  subpoena  the  records  of  Siskiyou  .  .  .  Siskiyou  County 
and  the  Board  of  .  .  .  E(iualization  of  .  .  .  for  various  parcels  up 
tliere  which  we  will  be  doing  and  testimony  will  be  taken  on  it.  Thank 
you  very  much  for  being  here. 

Barr :  We  '11  be  glad  to  furnish  you  a  photostatic  copy  of  this  map 
without  being  subpoenaed,  if  you'd  like. 

Coolidge:  Thank  you  Mr.  Barr  very  much  .  ,  .  Mr.  Brown  .  .  , 
Mr.  Brown  .  .  .  Mr.  Wood. 

Wilson :  He 's  present. 

Coolidge :  Oh,  alright  .  .  .  Mr.  Brown,  introduce  yourself  please  and 
tell  the  committee  who  you  represent. 

Brown:  Gentlemen:  I'm  Wilburn  L.  Brown,  Assessor  of  Mendocino 
County.  Honorable  Glenn  E.  Coolidge,  Chairman,  and  Members  of  the 
Joint  Interim  Committee  on  Assessment  .  .  .  Assessment  Practices. 
Honorable  Gentlemen : 

In  accordance  with  the  verbal  request  of  Mr.  William  Holl,  Staff 
Director  for  the  Joint  Interim  Committee  on  Assessment  Practices,  I  am 
pleased  to  appear  as  one  of  the  several  assessors  of  the  State  of  Cali- 
fornia, 

You  will  note  by  the  attached  resolution  that  the  Mendocino  County 
Board  of  Supervisors  have  requested  that  I  officially  represent  Mendo- 
cino County  in  the  matter  of  the  hearings  before  the  California  Joint 
Interim  Committee  on  Assessment  Practices. 

I  have,  as  have  many  of  the  assessors  of  this  State,  studied  with  great 
concern  the  principal  conclusions  and  the  recommendations  as  jointly 
outlined  by  Mr.  Chapman  and  Mr.  Reeves. 

Each  time  that  I  examine  the  substantiating  material,  so  relevant  to 
the  conclusions  and  the  recommendations  of  the  consultants,  I  find  that 
I  stand  convinced  that  every  public  official  who  lives  close  to  the  tax 
base  of  local  government  in  this  State  will  be  faced  with  some  very 
narrow  alternatives  if  we  are  too  quick  to  buy  this  report  to  the  joint 
committee. 

The  joint  answers  to  questions  propounded  in  Senate  Concurrent 
Resolution  No.  92  as  found  on  page  143  of  the  report  strikes  hard  at 
the  very  center  of  the  fiscal  well-being  of  county  government. 

We  cannot  in  truth  say  that  these  joint  answers  are  wrong  and  we 
cannot  at  this  instant  accept  them  in  fact.  The  potential  is  too  great 
for  many  of  the  counties  to  bear. 

To  suggest  that  all  of  the  procedures  of  revenue  acquisition  through 
the  years  have  been  wrong  and  in  fact  shot  through  with  constructive 
fraud  is  but  to  invite  the  complete  destruction  of  the  local  tax  base. 
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This  report  reoo^niizcs  the  many  eoiistruetive  aecom|>lishinents  by 
the  imitiial  effort  of  the  assessors  and  the  State  l>oard  of  E(jualizatioii 
throiifrh  the  Standards  Committee,  which  in  fact  has  bronpht  this  State 
to  the  liigh  degree  of  assessment  practices  that  Ave  noAv  enjoy. 

The  last  10  years  have  been  years  of  jrreater  projxress  than  ever  be- 
fore attained  iu  the  field  of  standardized  assessment  practices.  This 
report  also  recoofnizes  this. 

It  cannot  be  said  that  this  report  slionld  never  have  been  made,  for  it 
was  decided  in  pood  faith  tliat  tliis  was  to  be  carried  out. 

We,  all  of  us,  as  public  officials  are  now  faced  with  tlie  fact  of  its 
existence,  with  its  findin<rs,  its  conclusions  and  its  recommendations. 

Under  the  heading  of  recommendations  as  found  on  page  145  of  th(> 
rej)ort  are  the  following:  First,  "Recommendations  Ke((uiring  Consti- 
tutional Amendment."  Second,  "Recommendations  Requiring  Legisla- 
tion." Tliird,  ''Roconuuendations  Requirinti-  Only  Administrative  Ac- 
ti(»u." 

It  would  not,  under  any  given  cojulition  be  fair,  to  say  to  you  honor- 
able gentlemen  of  tliis  joint  interim  committee,  "This  is  your  report, 
now  live  with  it." 

We  have  no  reason  to  here  censure  the  consultants  or  staff"  members  of 
this  committee.  Theirs  was  a  legislative  resolution  and  they  have  per- 
formed within  its  mandates. 

At  this  point  Ave  find  these  recommendations  of  page  144  and  145  of 
the  report  as  just  referred  to  require  the  time,  the  knowledge,  the  wis- 
dom and  tlie  fairmindedness  of  all  assessors,  supervisors.  State  Board 
of  Efiualization  members,  legislators,  and  related  administrative  offi- 
cials of  local  government. 

This  is  so  because  of  the  need  for  the  complete  understanding  of  the 
facts  the  people  of  this  State  would  be  asked  to  .  .  .  ratify  as  a  con- 
stitutional amendment  and  the  legislators  would  be  asked  to  pass  upon 
as  required  legislation. 

This  joint  interim  committee  has  for  its  consideration  this  report, 
that  is  f\dl  of  controversy  in  direct  proj^ortion  to  its  effect  upon  the 
taxpayer  and  the  administrators  of  the  ad  valorem  tax  structure. 

In  this  day  when  the  word  taxes  seems  to  jolt  everyone  and  the 
burden  is  getting  proportionately  greater  as  infiation,  growing  popu- 
lation, and  public  services  demand,  I  respectfully  request  as  a  responsi- 
ble public  official  that  you  give  continued  thought  to  the  suggestion 
tiiat,  good  fairminded  men  from  all  of  the  ad  valorem  taxing  levels  be 
called  upon  to  assist  you  gentlemen  in  good  faith,  and  to  the  end  that 
the  local  tax  base  is  made  secure  and  tlie  equities  become  greater. 

Thank  you,  gentlemen,  for  the  privilege  of  appearing  here  today. 

Wilson  (acting  as  temporary  chairman)  :  Thank  you,  ]\Ir.  Brown. 
Are  there  any  questions?  Our  next  witness  then  will  be  Mr.  AVood, 
The  Assessor  of  Sacramento  County  .  .  . 

JloU:  May  I  have  tlie  microphone? 

Wil.son  :  Huh,  is  .Mr.  Wood  here/ 

lloll :  Mr.  Chairman. 

Wilson:  Mr.  IIoll. 

lioU :  Mr.  Wood  iiidiratcd  tn  me  some  time  nun — I  don't  have  a 
microphone  yet  .  .  . 

Wilson  :  You're  on. 
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IToll:  Mr.  Wood  iiuliealcd  lo  iiic  some  liitic  ii^o  that  he'd  just  as 
soon  have  his  statement  ineluded  in  the  reeords,  i)robablv  that's  what 
he  ...    ♦ 

Coolidge :  Aecept  .  .  .  include  it  llie  record.  (Appendix  9.)  Mr.  Panl 
Leake  .  .  .  Mr.  Leake  .  .  . 

Ijeake :  Mr.  Coolidf^v  and  members  ol'  the  coiumittei* :  The  hour  is 
gettin<>'  late  and  I'm  not  too  sure  that  Ave  are  oetting  too  much  light. 
I  am  also  not  too  sure  that  I  can  shed  mneh  more  light  and  I  know  that 
.  .  .  yon 're  a  little  bit  weary  after  two  days  and  if  you  have  no  objec- 
tions I  wonki  like  to  yield  my  position  to  other  witnesses  who  had  to 
come  and  just  file  my  statement  with  you. 

Coolidge:  That's  fine. 

Leake:  That's  Chairman  of  the  Board  of  Efprnliwition. 

Coolidge:  All  right  Mr.  Leake,  we'll  be  pleased  to  have  your  state- 
ment and  it  will  be  included  in  the  records.  (Api)endix  10.)  Thank  you 
for  giving  up  your  time  to  the  next  person.  Now  we're  going  to  take  a 
few  moments  to  discuss  another  matter  which  is  going  to  be  presented 
here  to  us  but  before  I  do  that  may  I  ask  if  anyone  in  the  audience  that 
might  care  to  make  a  short  statement  in  reference  to  the  problem  we 
have  been  discussing  for  two  days.  Is  anyone  else  here  who  would  care 
to  testify  briefly?  .  .  .  Come  on  up.  Come  on  up  .  .  .  please  and  tell 
the  committee  who  you  represent. 

Ellsworth :  Mr.  Chairman,  members  of  the  connnittee,  my  name  is 
Von  T.  Ellsworth.  I  have  been  director  of  the  Research  Department 
of  the  California  Farm  Bureau  Federation  since  1927.  I  am  here  today 
at  the  request  of  Mr.  Robert  Ilanley,  who  is  legislative  representa- 
tive of  the  California  Farm  Bureau  Federation  and  in  response  to 
your  invitation,  Mr.  Chairman,  along  with  the  report. 

On  .  .  .  March  9th  the  Tax  Committee  of  the  California  Farm 
Bureau  Federation  reported  to  our  group  of  directors  on  the  subject, 
of  course,  in  part  as  follows : 

In  accordance  with  long  established  Farm  Bureau  policy,  insisting 
upon  fair  and  equitable  taxes,  we  feel  duty  bound  to  accept  the  re- 
sults of  a  fair,  thorough  and  unbiased  study  of  the  assessment  rates 
and  practices.  We  are  now  faced  with  the  task  of  appraising  this 
report  and  the  research  upon  which  it  is  based  to  determine  whether 
or  not  it  is  Avorthy  of  such  acceptance.  We  had  hoped  that  we  might 
be  spared  this  unproductive  task  of  accepting  or  rejecting  a  finished 
report,  and  would  be  assured  of  its  acceptability  by  participation  .  .  . 
participating  in  the  planning  and  by  currently  otfering  criticism  and 
suggestions.  In  fact,  we  formally  made  this  re([uest  at  the  committee's 
second  meeting.  The  committee  saw  fit,  however,  to  deny  this  privilege 
to  taxpayer  groups,  such  as  ours,  and  as  a  result  we  now  have  more 
than  a  10-day  job  on  our  hands. 

Coolidge:  Pardon  me,  just  a  moment.  Let's  clarify  that,  what  do 
you  mean  that  the  committee  denies  the  request  of  your  group,  what 
do  you  mean  by  that? 

Ellsworth :  I  mean  that  .  .  .  this  .  .  .  Mr.  Chairman,  that  you 
recall  at  the  a  .  .  .  first  meeting  of  this  .  .  .  committee  in  Los  An- 
geles, which  I  think  was  the  second  committee  meeting  of  the  committee 
.  .  .  meeting  of  the  committee,  I  personally  appeared  before  you  in 
response  to  an  invitation  put  generally,  and  suggest  that  .  .  .  that  yon 
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have  an  advisory  committee.  I  expressed  a  desire  on  my  own  part,  as 
well  as  the  orfranization  I  represent,  to  participate  in  it  and  I  sno-. 
gestcd  tliat  .  .  .  tliat  by  all  means,  by  all  means  we  be  give»  a  right, 
an  opportunity  to  woi-k  currently  with  the  committee  in  order  that 
sngfgestions,  our  plans  might  be  considered. 

Coolidge :  Well  now  the  reasons  that  .  .  . 

Ellsworth :  Let  me  finish  .  .  .  Let  me  finish  .  .  . 

Coolidge:  Just  a  minute,  Mr.  Von  EllsAvorth,  let  me  say  that  .  .  . 
let's  not  get  excited  about  this  thing,  that  we  are  in  the  process  now, 
the  committee  is  of  making  a  study  and  I  think  that  you  .  .  .  might 
find,  ...  I  don't  knoAv,  last  time  I  talked  with  tlie  committee  pres- 
ent, I  think  you  might  find  tliat  before  we're  tlirough  with  this  study 
there  may  be  .  .  .  some  people  asked  to  work  with  us  directly  .  .  , 
may  be  called  an  advisory  committee,  to  a  certain  extent,  but  Ave 're 
going  to  ask  people  to  come  in  and  talk  with  us  and  work  with  us,  so 
we're  just  starting  these  hearings.  We're  only  just  at  first  base.  We've 
got  two  more  to  go. 

Ellsworth:  I  see,  the  observation  that  I  made,  however,  was  quite 
important,  because  in  the  light  of  this  undertaking  and  now  analyzing 
this  report  by  .  .  .  criticism  that  we  would  direct  toward  it  I  think 
could  have  been  easily  been  avoided  and  .  .  .  our  efiforts  would  liave 
been  more  productive.  I  think  that  .  .  .  that  is  true  of  people  gen- 
erally .  .  .  that  too,  is  your  comment  is  shedding  light  on  the  subject 
because  ...  we  are  prone,  I  think  ...  in  ...  by  experience  in  the 
past  to  accept  the  first  report  as  coming  from  the  committee,  and  you 
surely  made  it  clear  that  it  was  a  .  .  .  compilation  of  staff  and  con- 
sultants. So  that  error  is  easily  made,  but  I  think  that  .  .  .  this  is 
quite  important,  Mr.  Chairman  and  members  of  the  committee,  if  I 
might  discuss  it. 

I've  gotten  around  over  the  United  States  a  great  deal  of  time,  .  .  . 
a  great  many  times  in  these  last  30  years  in  which  I've  been  working 
for  Farm  lUireau,  and  I  think  that  California  tax  men  rate  very  high 
in  contrast  to  those  of  other  states,  and  Avhen  some  10,  20,  30  or  40 
or  50  people  Avho  arc  devoting  their  lives  to  taxation ;  men  of  mature 
years  who  have  given  years  and  years  and  years  of  it  in  this  State 
and  other  states  offer  their  services  free  of  charge  just  in  order  that 
they  might  advise,  help  and  the  like  by  ...  it  would  seem  an  act  of 
wisdom,  it  would  seem  to  me,  to  seek  it  a  little  oftener,  and  so  we 
find  ourselves  handica]>ped  at  this  time.  But  that  ...  to  me,  is  a  very 
important  statement  from  our  organization.  I  think  it's  a  constructive 
one;  it's  the  way  Ave  feel  ...  Ave  don't  believe  that  the  Avortlnvhileness 
of  a  report  is  to  be  measured  by  Avhether  or  not  it  affects  us  advan- 
tageou.sly  or  disadvantageously.  It  should  rather  be  appraised  upon 
the  research  and  the  study  back  of  the  report  and  that's  the  thought 
expressed  and  I  think  it's  rather  a  A\'holesomc  one  .  .  . 

.  .  .  Tiie.  the  discussion  here,  and  ...  1  miglit  .  .  .  digress,  and  I 
aiiologize  for  not  having  a  Avritten  manuscript,  1  liaven't  had  time  .  .  . 
although  guess  not  tliat  it  matters.  But  it  seems  to  me  that  in  no  sense 
at  least  not  tliorough  sense,  as  the  consultants  make  their,  make  their 
ease.  I'd  like  to  go  on  record  in  behalf  of  tliat.  1  can't  say  that  they 
haven't,  but   I  surely  am  not  convinced  that  they  havtv  Tt  Avould  seem 
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to  me  that  .  .  .  tlioy  have  failed  to  recognize  tlie  differenee  in  the  Con- 
stitution itself  and  as  those  provisions  appear  .  .  .  in  .  .  .  Article  13, 
Section  14  .  .  .  regarding  actual  value  as  such  applies  to  public  utili- 
ties the  difference  betAveen  that  and  the  term  "full  cash  value"  as  such 
appears  in  .  .  .  Section  12  of  Article  11,  and  as  that  applies  to  com- 
mon property.  Particularly  have  they  failed  to  recognize  the  basic 
difference,  difference  in  those  concepts.  As  the  Legislature  has  from 
time  to  time  endeavored  to  spell  out  jirocedure  and  ...  it  so  happens 
that  I  was  a  student  of  the  old  author  of  Section  110,  old  Professor 
Plehn.  I  could  almost  give  you  his  .  .  .  eastern  accent  as  he  would 
state  his  questions,  and  ...  as  he  .  .  .  elaborated  in  and  rather 
smiled  about  the  accomplishment  in  that  definition  of  .  .  .  "full  cash 
value,"  as  that  value  at  which  property  would  be  taken  in  payment 
of  a  just  debt  from  a  solvent  debtor,  as  he  would  say.  There  are  things 
that  are  not  there  appreciated  .  .  .  apparently,  by  the  authors  of  this 
report  ...  it  seems  to  me  that  it  would  be  wise  on  the  part  of  this 
committee,  to  give  those,  to  seek  those  out  and  find  out  what  they  are, 
and  probably  if  they  did  .  .  .  probably  if  they  did  they'd  find  that 
.  .  .  the  assessed  value  applied  to  common  property  is  more  nearly  .  .  . 
that  value  than  these  reports  ascribe  to  it.  It  so  happens,  too,  Mr. 
Chairman,  gentlemen  of  the  committee,  that  way  back  a  little  better 
than  30  years  ago  I  prepared  a  report  for  this  Legislature  as  a  member 
of  the  staff  of  the  University  of  California  and  ...  it  was  my  job 
there  and  I  had  the  opportunity  to  study  considerably  these  sales 
prices.  I  could  present  a  great  deal  of  data,  of  course  now  quite  obso- 
lete, but  I  haven't  discontinued  my  study  of  it,  but  particularly  at 
that  time,  a  great  deal  of  evidence  has  been  made  for  screening  sales 
.  .  .  such,  for  example,  avoiding  interfamily  transactions  and  often- 
times they  are  difficult  to  trace  down  so  that  sales  themselves  can  be 
very,  very  misleading,  as  you  would  know,  Mr.  Chairman,  as  a  realtor. 
To  ...  to  one  who  will  blindly  take  them  and  compare  them  with  the 
value  established  or  accepted  by  assessor  ...  it  would  seem  to  me  that 
particularly  does  that  apply  in  the  field  in  which  I  am  most  concerned 
and  devoting  most  of  my  time  .  .  .  that  of  agriculture.  I  read  into 
this  provision  of  law  and  the  intent  of  the  Legislature  as  an  endeavor 
...  an  endeavor  to  do  what  so  many  witnesses  here  have  testified  is 
being  done  .  .  .  mainly  if  we  have  had  anything  repeated  here  it  has 
been  that  the  assessor,  the  appraising  man  should  adjust  his  method  to 
the  varying  characteristics  of  the  property  underway  .  .  ,  under 
study.  Well,  so  they've  had  in  purpose  .  .  .  and  this  Legislature  in  its 
wisdom,  and  in  1957,  should  recognize  that,  when  they  enacted  into 
law  a  measure  which  we  sponsored  ...  I  don't  have  a  copy  of  it  right 
at  the  moment,  apparently,  but  I  could  almost  quote  it ;  it  is  that  in 
the  assessment  of  ,  .  .  common  property  .  .  .  farm  property  .  .  . 
zoned  explicitly  for  agricultural  purposes  and  recreational  property 
zoned  exclusively  for  recreational  purposes,  and  for  which  there  is 
reasonable  assurance  there  will  be  no  change  in  the  near  future  .  .  . 
then  the  productive  power  of  those  properties  in  those  respective  uses 
shall  guide  the  assessors,  and  that  wmU  be  the  factor.  Well,  now%  then 
that  is  the  most  recent  law,  to  my  knowledge,  regarding  the  assessment 
of  property  for  tax  purposes.  It  was  enacted  by  this  body  two  years 
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ajiu.  It  is  not  cvt'ii  iiu'iitioued  so  I'ar  as  my  rapid  si-auniiig  of  this  report 
.  .  .  u:uides  me.  1  think  they  haven't  even  recognized  that  interpreta- 
tion. Well,  MOW,  then  to  me  that  is  evidence  of  legis  ...  of  constitu- 
tional authority  to  the  Legislature  to  recognize  differences  in  property. 
Recognize  tliat  diffei'ence,  we  feel  tliat  a  great  ileal  of  good  would  come 
from  its  applicalion,  but  we  feel  that  it  is  not  being  applied,  either  in 
the  measure  of  a  full  value  of  the  property  or  the  taxable  property,  I 
should  say.  and  .  .  .  what  have  you.  And  now  that  is  illustrative  of 
one  of  the  shortcomings  of  this  report  which  could  have  easily  been 
over  .  .  .  been  corrected  had  the  opportunity  been  presented.  It  seems 
to  me  that  ...  in  this  report  here,  the}'  have  surely  overworked  their 
data.  You  will  find  conclusions  based  on  one  observation  Avhich  I  think 
.  .  .  anyone  with  knowledge  of  the  variation  of  values  from  one  to 
anotlier  would  feel  is  quite  inadequate  ...  I  cite  those,  as  evidence  of 
the  need,  evidence  of  the  complexities  of  tlie  tax  problem  .  .  .  the  need 
for  utilizing  .  .  .  willing  hands  which  are  available  to  help  you  in 
solving  it,  and  the  need  for  going  slowly.  This  condition,  if  properly 
de.scribed  in  this  report,  has  not  come  about  overnight,  and  ...  to 
find  the  answers  to  it  will  be  a  rather  difficult  job.  Those  of  us  who 
worked  together  two  years  ago  in  .  .  .  first  in  advising  an  interim  com- 
mittee and  then  later  during  the  session,  I  thiidc  unanimously  felt  that, 
and  rather  than  have  a  committee  speed  up  its  work  calendar  to  com- 
plete its  job  in  two  j-ears  we  felt  it  would  need  more  time  and  it  would 
need  more  funds  and  that  seems  to  be  borne  out  by  the  testimony  sub- 
mitted by  most  of  the  witnesses  during  these  hearings  the  last  two 
days.  1  join  them  most  heartily.  The  point  I  have  made  regarding  the 
.  .  .  the  u.se  of  .  .  .  the  power  of  .  .  .  the  use  of  agricidtural  land  in 
agriculture  in  determining  its  value  for  assessment  purposes  to  us  is 
very  fundamental  because  farndands  today  are  .  .  .  reflecting,  as 
those  values  are  determined  by  evaluating  people,  for  tax  purposes,  are 
reflecting  higher  use,  they  call  them,  uses  which  many  of  those  lands 
Avill  never,  never,  realize  and  the  application  of  those  reflected  so-called 
higher  uses  will  dispossess  their  present  operators  because  they  will  be 
forced  to  change  their  use  of  the  land  at  the  time  when  the  market  will 
not  take  it  and  so  ...  1  might  summarize,  I  know  the  hour  is  late  and 
I'm  appreciative  of  this  opportunity  to  appear  before  you.  But  I  stress 
those  points  that  .  .  .  tax  problems  are,  are  very  involved.  I  recall 
about  10  years  ago  at  the  National  Tax  Association  meeting  in  New 
York  when  the  chairman  of  that  organization  addressed  some  700 
people  who  are  devoting  their  lives  to  the  field  as  "fellow  tax  illiter- 
ates," and  after  we  (piieted  down  he  .said,  "now  there  isn't  a  man 
among  you  who  can  tell  the  taxes  he  pays."  So,  you  sliouldn't  feel  dis- 
t'ouraged  if  you're  confused  and  .  .  .  feel  that  the  job  is  heavy.  Some 
of  us  have  devoted  manj',  many  years  to  it  feel  the  same  way.  But  by 
that  very  token,  by  that  very  token,  it  is  important,  and  it  is  important 
that  we  go  at  it  right,  and  that  we  study  until  we  find  tlic  riglit.  and 
if  we  utilize  the  ])eople  who  are  .  .  .  are  .  .  .  pi-obahly  .  .  .  well  1 
don't  know  of  anyone  better  able  than  the  tax  www  of  these  various 
comiianies  and  the  like  .  .  .  employed  ...  to  contiihute  thought  auti 
help  to  that,  those  wouKl  he  my  thoughts.  Thank  you  kindly. 

Coolidge :  All  right,  and  thank  you  very  much,  Mr.  Von  Ellsworth. 
We're  finding  not  oidy  tax  pi'obliMus  iuvolved.  th<>  last  eouj)le  of  days, 


JOINT  INTERIM   COMMITTEE  ON  ASSESSMENT  PRACTICES  585 

but  also  tlie  assessment  problems  are  also  <niite  involved.  Is  there  any- 
one else  in  the  audience  who  has  not  testified  who  wishes  to  say  a  few 
brief  words  to  the  eommittee?  If  not,  Mr.  .  .  .  Assemblyman  Collier 
has  a  few  moments  he  is  ^'oinj*'  to  take  to  explain  somethinji'  he  believes 
is  pertinent  to  the  subject  here.  Mr.  C*olliei-. 

Assemblyman  Collier:  Mr.  Chainnan  and  members  of  the  committee. 
Personally,  1  would  .  .  .  the  bill  .  .  .  the  bill  that  I  have  before  tlie 
Lej>islature,  and  this  bill  having  been  reported  to  this  committee  .  .  . 
relates  to  this  thing  of  sending  money  back  to  the  school  districts  in 
the  form  of  basic  aid  and  equalization  aid.  The  reason  I  introduced 
this  bill  six  years  ago  I  saw  the  complications  that  were  involved  in 
trying  to  solve  this  ])roblem  of  Chapter  14G()  which  has  been  referred 
to  so  man}^  times  by  witnesses  before  this  committee  here  today.  In 
Chapter  1466  as  Mr.  McKay  stated  earlier  here  that  their  position  has 
been  not  to  lower  the  assessment  .  .  .  practices  of  assessed  values  as 
computed  by  people,  by  utilities,  but  to  raise  the  assessments  of  all 
the  common  property  but  the  utilities,  and  that's  one  of  the  bad  poiiits 
of  section,  or  Chapter  1466  which  has  been  referred  to.  Now  in  order 
for  me  to  explain  this  chart  to  you,  here,  Mr.  Chairman  and  members 
of  the  committee,  I  had  to  learn  to  know  something  about  school  finance, 
and  incidentally,  this  report  here  is  strictly  for  the  purpose  of  sending 
school  moneys  back  to  school  districts.  It  has  no  etfect  upon  raising 
the  taxes,  it  has  no  effect  upon  how  the  county  assessors  are  going  to 
assess;  in  other  words,  by  using  this  formula  and  arriving  at  sending 
equalization  moneys  back  to  school  districts  the  county  assessors  can 
continue  to  assess  the  way  they  are  assessing.  It  has  nothing  to  do  with 
utility  properties  whatsoever.  Now  as  you  know,  each  year  into  the 
State  School  Fund  goes  $193.87.  $180  of  that  is  by  constitutional 
mandate.  $13.87  of  it  is  by  statute.  That  goes  into  a  state  school  fund, 
and  each  year  that  state  school  fund  will  have  to  be  in.  In  other  words, 
it  goes  back  to  the  school  districts  in  the  form  of  basic  aid  and  equali- 
zation aids.  Now,  this  chart  here  represents  the,  the  bottom  line  here 
represents  assessed  value.  Assessed  value  starting  at  zero  here,  and  I 
don't  know  of  any  school  district  that  has  no  assessed  value  behind  it, 
but  the  chart  should  be  cut  off  around  $1,000  assessed  value  here.  And 
as  we  go  to  your  left,  the  assessed  values  increase,  and  as  you  go  to 
your  left,  you  see  this  in  black,  these  decreases  in  depth.  Now,  regard- 
less of  the  assessed  value, at  the  bottom  of  this  page,  $125  out  of  that 
state  school  fund  that  was  put  aside,  $125  out  of  that  school  fund  goes 
all  the  way  across  the  board,  to  every  school  district  in  the  State  of 
California  for  each  school.  Then,  the  money  that  goes  back  to  a  school 
district  in  equalization  moneys  is  reflected  in  this  black  part  here  .  .  . 
now,  we  have  a  foundation  program  which  is  this  mark  up  here.  With 
a  school  district  that  has  less  than  $10,000  assessed  value  down  to  the 
$1,000,  or  zero,  here,  each  school  district  is  entitled  to  a  minimum  for 
that  particular  child  of  $295  as  a  foundation  program,  provided  they 
levy  a  tax  of  $0.60  .  .  .  $0.60  that  is  the  compidsory  tax  rate  they 
have  to  ...  to  raise  in  (jrder  to  qualify,  but  they  have  to  levy  $1.35 
tax  in  computing  the  foundation  roll.  Now  what  about  it!  Let's  say 
that  .  .  .  you  have  a  school  district  that  has  $10,000  assessed  value, 
then  you  have  100  kids,  or  let's  say  that's  $100,000  assessed  value  and 
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you  have  10  kida,  that  lueaus  there  is  $10,000  assessed  value  behind 
each  kid.  All  right,  for  each  kid  they  get  $125  basic  aid.  Now  they 
have  10  kids;  this  $100,000  so  that  means  that  they  have  $10,000 
assessed  value  behind  each  kid.  So  you  go  on  up  here,  and  therefore, 
with  a  foundation  program  here,  the  amount  of  equalization  money 
that  they  will  get  will  be  equivalent  to  about  $32,  provided  they  levy 
$1.35  tax  at  the  local  level.  Now,  let's  presume  that  they  levied  a  $0.45 
tax,  I  mean  $1.45  at  the  local  level.  They  have  only  $0.10  over  the 
goal  so  far  as  ...  as  that  child  is  concerned,  so  $0.10  additional  on 
your  $10,000  will  be  $1,  and  that  $1  will  give  you,  1  mean  it  would 
be  $10  and  therefore  you  will  have  $295,  it  will  be  $305,  is  the  total 
amount  of  money  in  tiiat  school  district  behind  a  child.  Now,  at  $10,000 
the  breaking  point  appears  $15,833.  Now,  the  amount  of  money  the 
foundation  program  has  is  $220.  The  question  might  be  asked,  then, 
why  do  you  jump  from  $295  to  $240.  Well,  it's  just  simple.  You  take 
my  example  here,  and  put  it  across  here  and  you  will  see  that  the  upper 
end  of  my  form  will  intersect  the  line  here  on  your  foundation  pro- 
gram around  this  spot  here,  which  will  be  around  $12,000,  so  the 
amount  of  school  districts  in  this  State  ...  in  areas  that  have  con- 
tributed so  much  money  to  the  State  School  Fund  and  General  Fund 
and  they  said  all  right  then  let's  spend  just  a  little  bit  more,  and  so 
that's  w^hat  they  did.  So,  if  you  would  take  a  $220  foundation  program 
and  levy  a  $0.60  tax  after  j'ou  pass  the  $10,000  mark  you  will  get  more 
money,  that  is  j'ou  will  accept  that  formula  rather  than  this  formula 
here.  Now  you  can  see  how  complicated  this  burden  of  school  business 
is.  Now,  after  you  pass  the  $15,833  assessed  value  behind  each  kid, 
you'll  notice  you  have  run  out  of  equalization  funds.  You  don't  get 
any  equalization  money.  Now,  the  approach  here,  long  as  we  know 
how,  the  counties  are  assessing,  and  again  utilities  do  not  play  any 
part  in  this  whatsoever,  this  is  relative  to  how  the  county  assessors  do 
their  assessing.  Let's  take,  for  instance,  if  the  present  assessed  .  .  . 
the  average  statewide  assessment  practices  were  reported  by  the  Board 
of  Equalization,  let's  use  a  hypothetical  illustration  here,  say  it  .  .  . 
is  20  percent.  Now,  any,  any  school  district  in  a  county  and  it  applies 
countywide,  any  school  district  in  any  county  that  is  below  that  20 
percent,  in  order  for  them  to  compute  the  amount  of  money  that  they 
will  receive  in  equalization  aid,  if  they  are  below  the  statewide  average, 
then  the  computational  tax  will  be  raised  by  the  same  percentage 
in  estimating  your  foundation  program  as  illustrated  here.  Now,  that 
is  just  as  simple  as  I  can  make  it  to  you  as  to  what  this  support  is, 
in  order  to  bypass  the  complexities,  the  objections,  the  criticism  that 
has  been  focused  toward  Chapter  1466.  Now,  if  we  can  get  ...  if  we 
can  adopt  this  support  here,  and  as  long  as  w^e  know  how  the,  the, 
the  county  assessors  are  assessing,  the  only  thing  that  Ave  are  interested 
in  up  here,  gentlemen,  is  sending  school  money  back  as  Mr.  McKay 
told  you  about  the  millions  of  dollars  that  we  are  sending  back  to 
school  districts ;  if  it  hadn  't  of  been  for  the  inequities  in  sending  mone,y 
back  to  the  school  districts,  if  it  hadn't  of  been  for  those  inequities, 
and  those  that  I  saw  that  1466  was  not  going  to  solve,  I  felt  that  if  we 
could  approach  it  with  a  formula  basis,  we  could  eliminate  all  this 
controv6rsy.  Gentlemen,  today  the  reasons  you  are  meeting  here  today 
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and  for  this  reason  all  these  people  have  come  here  todaj',  is  the  result 
of  .  .  .  of  the  in.sistenee  on  my  part,  for  the  past  six  years,  that  this 
should  be  the  approach  in  resolvinjr  our  differences,  and  not  compulsion 
by  the  Board  of  E(iualization  to  the  county  assessors  to  raise  their 
eiitire  level  in  case  they  were  below  the  statewide  average.  I  just 
thoujirht  that  that  is  wronp:.  It's  wrong  for  this  one  reason.  Any  time 
the  Board  of  E(pialization  compels  a,  a  blanket  raise,  and  that's  the 
only  way  that  they  can  raise  it,  only  these,  Jioard  of  Equalization,  the 
supervisors  of  a  local  area,  can  go  and,  and  .  .  .  point  out  .  .  .  point 
to  a  jiarticular  piece  of  property  and  say  that  particular  property  has 
to  be  raised.  Only  the  board  of  supervisors  can  do  that.  The  Board  of 
Ecpialization,  if  they  order  a  raise,  it  has  to  be  a  blanket  raise.  Now, 
if  they  order  a  blanket  raise,  and  let's  say  the  tax  rate  is  ^'S  per  $100 
as.sessed  value,  and  if  they  offer  a  blanket  raise,  what's  going  to  hap- 
pen? That  $;}  is  going  to  remain  the  same,  in  theory  it  should  come 
down,  correspondingly  with  the  amount  that  they  force  them  to  raise, 
but  it  doesn  't  do  it ;  it  remains  the  same,  and  as  somebody  testified 
here  earlier  about  Tulare  County,  he  says,  sure  he  says  they,  they 
forced  them  to  raise  but  by  golly,  even  .  .  .  the  rates  of  the  utilities 
went  up  also.  So  you  just  don't  in  .  .  .  in  practice,  you  just  don't 
get  that  raise.  And  therefore,  that's  one;  number  two.  When  you  do 
that  you  are  bypassing  the  people  of  the  State  of  California  express- 
ing as  to  whether  they  want  to  have  that  increase  in  the  tax  load  made 
a  law  or  not.  That's  exactly  what  you're  doing  when  you  have  a 
blanket  raise.  So,  for  those  reasons,  I  got  busy,  and  then  incidentally, 
this  Avhole  thing  of  Chapter  1466  was  started  entirely  and  solely  by 
the  recent  Bob  Kirkwood.  And  then  as  that  bill  progressed  it  received 
a  lot  of  support,  and  particularly  from  the  Teacher's  Association  be- 
cause they  were  interested  in  equity.  After  this  easing  into  that  1466, 
a  gimmick  by  the  utilities  that  got  them  into  the  blooming  show,  for 
this  record,  and  it  has  caused  more  trouble  and  more  disturbance  than 
anything  as  a  result  of  the  trying  to  reach  an  equit}'.  And  I  saw  those 
things  coming  back  10  years  .  .  .  six  years  ago  when  T  first  introduced 
my  Ijill.  (ientlemen,  that  is  the  trouble  with  us  today;  I  have  opposition 
from  too  many  people.  The  people  are  in  opi)osition  to  my  .  .  .  my 
bill  are  the  utility  people.  Why  are  they  in  op])osition?  They  want 
to  either  lower  their  rates  to  be  comparable  with  the  count}'  assessors 
or  they  want  a  blanket  raise  to  get  it  up,  to  get  the  connnon  ])roperty 
up  to  theirs.  Now  that's  simple,  and  .  .  .  and  .  .  .  truthfully  stated. 
There  they  are  the  only  ones  that  I  know  that  are  really  openly 
opposing  my  bill  today.  My  bill  presently  has  passed  the  Education 
Connnittee  aiul  it  is  before  the  Ways  and  ]\reans  Connnittee  and  is 
being  held  up  there  on  account  of  this  connnittee  here  hasn't  had  an 
opportunity  to  agree  to  uiake  an  ex]ilana1ion,  and  that's  why  I  was 
so  insistent ;  because  1  want  to  get  my  bill  along  the  way,  and  I  felt 
that  if  the  supervisors  out  there  would  hear  the  explanation  of  this 
bill,  knowing  .  .  .  that  any  county  assessor,  knowing  that  this  is  an 
approach  whereby,  that  they  will  not  be  bothered  one  bit  .  .  .  what- 
soever relative  to  their  assessment  practices,  they  won't  be  bothered 
one  iota  relative  to  I'aising  their  taxes,  they  won't  be  bothered  any 
way,  whatsoever,  other  than  they  will  be  confronted,  if  they  are  below 
the   statewide  average,   of  the   approved  ...  a  school   budget  at   the 
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local  level  to  make  up  for  the  differeiu'c  in  the  shorts  ...  J  mean 
for  their  assessment  property.  Now,  this  is  for  elementary;  we  liave 
a  similar  ehart  for  hi«>h  sehools;  we  have  a  similar  chart  for  junior 
colle«ie  .  .  .  and  I  thouf>ht,  jientlemen,  hy  explaining  this  one  here, 
referriuf^'  to  it,  1  think  that  it  will  serve  all  thr(>e  areas.  The  principle 
involved  is  the  .same  i'oi-  all  three.  Now,  in  closin}>',  this  is  relative  to 
the  Los  An<^eles  C'ity  bill;  let  us  state  categorically  hei-e,  we  don't 
get  any  equalization  aid  in  the  county  for  .  .  .  for  junior  colleges  in 
the  City  of  Los  Angeles.  We  don't  get  any  equalization  for  high  schools 
in  the  City  of  Los  Angeles,  and  so  far  as  equalization  at  the  elementary 
level  we  are  coming  in  over  here  for  about  $5  per  ADA  at  the  ele- 
mentary level.  So  .  .  .  Los  Angeles  isn't  such  a  great  big  world;  the 
only  thing  I'm  interested  in  is,  coming  from  Los  Angeles,  to  see  that 
there  are  erpiities  dealt  out  when  we  send  back  equalization  money 
from  that  state  school  funds  that  has  to  be  emptied  each  year.  Now, 
I'll  open  myself  up  for  questions,  put  myself  on  the  spot  from  the 
committee  or  anybody  else  out  in  the  audience.  That's  all. 

Wilson:  Where  is  the  bill  now,  Mr.  Chairman?  In  this  committee 
or  .  .  . 

Coolidge :  We  do  not  have  the  bill  before  us. 

Wilson :  We  don 't  have  the  bill  before  u.s. 

Coolidge:  No.  No.  What  we're  trying  to  do  here,  as  the  bill  passed 
the  Education  Committee,  was  referred  to  Ways  and  Means  Connnit- 
tee,  and  I  asked  the  chairman  of  the  Ways  and  Means  Committee  to 
defer  action  on  the  bill  until  such  time  as  we  would  have  had  these 
two  days  meeting.  This  was  agreed  upon  by  the  author  of  the  bill. 

Assemblyman  Collier :  That 's  right. 

Coolidge:  I  assured  Assemblyman  Collier  that  we  would  let  him  ex- 
plain his  bill  to  the  committee  which  we  have  done. 

Assemblyman  Collier :  And  I  thought  it  was  a  very  important  ap- 
proach so  far  as  resolving  the  differences  that  have  been  raised  here  so 
far  as  Chapter  1466  is  concerned.  I  felt  that  if  I  would  have  this  op- 
portunity and  those  assessors  and  those  supervisors  could  understand 
really  this  approach  to  schools  and  see  what  I  am  trying  to  do;  this  is 
the  best  friend  that  the  assessors  have  and  this  is  the  best  friend  that 
the  supervisor  is  going  to  have  in  the  Legislature,  believe  me,  is  this 
bill. 

Coolidge :  Thank  you  very  much,  Mr.  Collier.  We  appreciate  your 
discussing  this  bill  and  .  .  .  beg  your  pardon  .  .  . 

Guest:  Do  you   think   that   if   that   tax  ...  is   put   through  .  .  . 
equally  if  that  tax  is  put  through  by  this  law  that  our  school  tax  will 
go  down  any  ? 

Assemblyman  Collier :  I  beg  your  pardon  ? 

Guest :  Do  you  think  our  school  tax  will  go  down  any  ?  We  're  paying 
$4.94  a  hundred  plus  your  state  tax  coming  in  with  it. 

Assemblyman  Collier:  Well  .  .  .  well,  I'm  .  .  .  I'm  not  .  .  .  I'm 
not  to  say  that  your  school  taxes  is  coming  down  .  .  .  (Gavel)  .  .  . 
My  tax  in  L.  A.  '.  .  . 

Coolidge :  Mr.  Collier  .  .  .  Assemblyman  Collier,  it 's  not  the  desire 
of  this  committee  to  .  .  .  to  .  .  .  get  the  actions  of  the  two  days  con- 
fused with  this  item  here.  We  are  glad  to  have  had  you  explain  the 
bill,  but  I  ...  I  do  not  want  to  get  .  .  .  it 's  being  gotten  on  the  record 
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here,  you  see,  to  be  confused  with  the  other  conference.  You  have  ex- 
plained the  bill ;  I  think  those  who  may  have  questions  on  it,  it,  they  will 
ai)pear  before  the  bill's  committee  or  talk  to  Assemblyman  Collier  on  it. 
He  certainly  has  a  world  of  background  and  knows  the  subject  matter 
very  well.  We  appreciate  your  explaining  it  to  us.  Assemblyman  Collier 
and  ...  we  wish  you  well  with  your  bill.  Now,  we're  going  to  adjourn, 
but  before  I  do  I  should  like  to  .  .  .  thank  very,  very  much  the  .  .  . 
the  members  of  this  committee  for  their  very  kind  and  careful  attention 
to  this  problem  the  last  two  days.  I  should  like  to  thank  the  people 
here,  and  those  who  have  gone,  for  their  kindness  and  tlieir  courtesy  in 
coming  here  to  participate  with  us  in  these  talks.  And  I  should  like  to 
close  tins  meeting,  something  in  the  same  vein  as  that,  that  I  opened 
with,  and  that  is  that  we  want  the  people  of  this  State  to  rest  assured 
that  this  connnittee  is  determined  to  protect  and  promote  the  economic 
and  pliysical  health  of  this  State  aJid  every  single  community  in  it. 
]\Iany  meetings  will  be  held;  peoi)le  acquainted  with  this  ])roblem  will 
be  asked  to  sit  and  work  with  us  in  our  deliberations.  We  are  hopeful 
that  the  problem  will  be  settled  and  we  will  find  the  answer  to  it,  and 
will  find  it  during  this  session  of  the  Legislature  and  that  we  will  find 
it  in  the  Legislature,  not  from  the  courts.  Thank  you  very,  very  much 
for  j'our  kind  attention  and  for  your  testimony  before  the  committee. 
We're  adjourned. 

Whereupon  ike  committee  adjourned  on  call  of  the  chair  at  5  p.m. 


APPENDIX    1 

For  Immediate  Release 

George  R.  Reii.ly 
Member,  First  District 
State  Board  of  Equalization 

George  R.  Reilly  spoke  to  the  members  of  the  tax  committee  of  the  County  Super- 
visors Association  of  California  and  the  members  of  the  State  Assessors'  Advisory 
Committee.  In  addressing  the  above  group  George  K.  Reilly,  Member  of  the  State 
Board  of  Equalization,  called  attention  to  the  special  legal  privileges  enjoyed  by 
the  public  utilities  of  California  in  the  methods  used  by  the  State  Board  of  Equali- 
zation in  appraising  their  properties  for  assessment  purposes. 

Mr.  Reilly  stated  that  the  law  should  be  changed  to  add  a  $250  million  annual 
cost  for  the  franchises  "or  the  privilege  of  doing  business  in  California." 

The  Board  of  Equalization  is  denied  the  legal  right  to  give  consideration  to  the 
value  of  the  franchises  and  therefore  the  true  appraisal  value  is  not  considered  on 
the  same  l)asis  as  the  home  owner  or  common  property  taxpayer.  This  injustice 
should  be  corrected  now.  Our  public  utilities  have  appeared  from  time  to  time  before 
the  Public  Utilities  Commission  and  have  received  rate  increases.  The  average 
taxpayer  has  no  one  to  go  to  in  requesting  tax  relief  of  this  kind.  It  is  my  opinion 
that  this  whole  study  and  approach  to  this  problem  should  be  put  over  on  a  mora- 
torium basis  for  a  period  of  two  years.  That  the  assessors  and  supervisors  through- 
out the  State  of  California  continue  studies  during  that  time  so  that  these  legal 
injustices  can  be  corrected  and  the  common  property  taxpayer  be  given  immediate 
relief. 

Mr.  Reilly  warned  the  public  utilities  in  California  that  they  have  been  enjoying 
favorable  public  relations  with  the  taxpayers  of  our  State,  but  if  they  attempt  to 
shift  104  million  of  their  corporations'  tax  dollars  upon  the  people  of  California 
they  may  have  opened  "Pandora's  box".  That  may  be  the  beginning  of  unfavorable 
public  relations  and  the  public  may  decide  to  take  matters  into  their  own  hands  and 
give  an  answer  to  the  public  utilities  of  California  that  will  not  be  too  well  received. 

We  must  keep  in  mind  that  the  small  home  owner  pensioned  with  a  fixed  in- 
come is  the  one  who  will  suffer  by  their  request  to  shift  their  tax  burden.  We  are 
all  cognizant  of  the  rising  cost  of  government.  Like  myself,  everyone  else  continues 
to  pay  their  burden  of  taxes.  For  any  of  them  to  enjoy  special  legal  privileges  is 
unfair  and  brings  about  a  situation  that  could  cause  the  almost  confiscation  of  the 
property  owned  by  the  small  home  owner  in  California, 

I  respectfully  urge  the  public  utilities  of  our  State  to  weigh  carefully  any  possible 
demands  by  them  to  shift  their  tax  burden  at  this  time.  They  have  been  welcomed 
and  have  been  in  a  friendly  atmosphere  for  many,  many  years  and  to  make  a  change 
at  this  time  might  work  against  their  welfare. 

I  look  hopefully  toward  a  fair  and  honorable  solution  to  these  tax  problems  if 
we  will  all  work  honestly  and  conscientiously  during  the  next  couple  of  years  to 
bring  about  the  solutions. 

APPENDIX   2 

Western  Union  Telegram 
(March  9,  1959) 

The  following  resolution  was  adopted  by  the  Santa  Cruz  County  Board  of  Super- 
visors this  date : 

Resolution  opposing  shift  of  tax  burden  from  public  utilities  to  general  county 
taxpayers 

Whereas  the  Joint  Assessment  Practices  Interim  Committee  meets  March  9  and 
10,  1959  to  consider  the  report  of  the  consultants  to  said  committee,  and 

Whereas  this  report  recommends  changes  in  assessment  procedure  which  would 
result  in  shifting  approximately  100  million  dollars  of  taxes  from  the  utilities  and 
railroads  to  general  county  taxpayers,  and 

(541) 
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"WirKHKAS  tlip  inoposcd  evidence  supnortiiif;  this  rooominendation  is  limited  to 
the  :iiii)i:iised  vnlne  of  puhlie  utility  pr<>|(erty  liased  upon  the  historic  value  of  said 
utility  properties.  cai)italize(I  earnin};s,  aud  income  after  dei)t  deduction,  without 
consideration    to    the    value    of   franchises   of    said    public   utilities,    and 

Wiir.RKAS  every  niemher  of  the  Board  of  Supervisors  is  cognizant  of  the  risinj; 
cost  of  Kovernment  and  that  each  of  us  continues  to  pay  his  share  of  the  increasinj,' 
tax  burden,  an<l 

WiiKKKAK  a  lar;,'e  i)roportion  of  Santa  Cruz  County  taxpayers  are  small  home 
owners  living  on  tixed  incomes,  who  will  suffer  severely  by  this  proposed  shift  of 
tax  burden,  and 

WiiKKKAS  this  shift  of  taxes  from  utilities  and  railroads  to  common  property  tax- 
l)ayers  will  increase  the  common  property  taxpayers'  assessment  value  by  approxi- 
mately ,$100,(MM).(»(>  in  Santa  Cruz  County,  which  represents  a  nine  cent  increase  in 
the   tax   rate 

Xow,  TiiKRKKOKK,  be  it  resolved  and  ordered  that  suitervisor  I^ewis  Xelson  be 
and  he  hereby  is  apixiinted  by  the  Santa  Cruz  County  Board  of  Supervisors  as  its 
representative  to  the  Joint  Asssessmenf  Practices  Interim  Committee  hearing:,  to 
protest  the  approval  of  any  report  iirovidin;;  such  a  tax  shift  and  further  this  board 
ur^es  county  otiicials.  school  officials  and  individual  taxpayers  to  make  known  to 
their  elected  representatives  their  oi)position  to  the  i)roposed  shift  in  lax  burden 
from   public   utilities   to   the  home  owners,   businessmen   and   farmers  of  the  county 

He  it  further  resolved  Jind  ordei-ed  that  a  (•ertifie<l  copy  of  this  resolution  be 
forwarded  to  the  Honorable  (Jlenn  E.  Coolidge,  Assemblyman,  and  to  the  Honorable 
Donald  L.  Grunsky,  State  Senator,  by  the  Clerk  of  this  board. 

/s/  Fraxcis  Sim.iman.  Chairman 

Santa  Cruz  County  Board  of  Sui)ervisors 


APPENDIX   3 

Southern  Pacilic  ( "niupau\    lOxhiliits 

PETITION  TO 

THE   JOINT    IXTEKIM    COMMITTEE   ON    ASSESS.MEXT   PRACTICES 

The  uudersisned  citizens  of  the  city  of  Newport  Beach,  County  of  Orange,  State 
of  California,  are  beinj;  unfairly  and  excessively  ta.xed  under  the  prevailins  differ- 
ences in  methods  of  assessment  between  the  State  Board  of  Eciualization  and  county 
a.ssessors. 

Whereas  the  Orange  County  assessor  is  assessing  properties  in  the  area  in  which 
the  petitioners  reside  at  less  than  2."'/(  of  market  value,  the  State  Board  of  Equali- 
zation is  assessing  the  properties  under  its  jurisdiction  at  ."O'^'f  of  the  mark(>t  v;ilui>. 
Inasmuch  as  the  undersigned  petitioners  are  lessees  of  property  owned  by  the 
Pacific  Electric  Company  and,  under  terms  of  the  leases  are  re(iuired  to  pay  taxes 
on  the  property,  these  citizens  are  being  heavily  penalized  under  the  prevailing 
assessment   i)ractices. 

The  i)etitioners  receive  the  same  public  services,  such  as  police  and  fire  jtrotection, 
public  school  and  other  facilities,  as  their  neighbors  in  Newport  Beach  itut  they 
are  forced  to  iiay  more  than  twice  as  much  in  land  taxes  because  a  jiublic  utility 
happens  to  be  the  legal  owner  of  the  land  on  which  their  homes  are  built. 

The  ine(|uity  of  this  doul)le  standard  in  methods  of  assessments  is  glaringly  ap- 
l»arent  when  the  i)urden  f:ills  on  average  citizens  and  home  owners  such  as  the 
petitionei-s.  Cnder  our  .American  system  of  fair  play  and  e(iual  treatment  for  all 
there  can  be  no  justification  for  creating  two  classes  of  laxpaying  citizens. 

We  res|)ectfully  urge  the  members  of  this  Honorable  Committee  and  all  mem- 
bers of  the  California  Legislature  to  correct  an<l  eipialize  the  present  inequitable 
methods  of  assessment   rrfcri'cd   to  herein. 

Datkd:    .March   7.   lO.V.t 

Mr.  and   .Mrs.   Robert   R.   Xickerson  isiitt   W.  Baliioa  Blvd.,  Xewport  Beach 

l>r.   aud    Mrs.    H.    H.   Blodgett 1SL>4   W.  P.alboa  Blvd.,  Newport  Beach 

Vivian    R.    B:iker 1S2S  W.  Balboa  V.Ud..  Xewport  Beacb 

Helen    P.oan   MacDonald    ISIS   W.  B.illx.a  Blvd..   Xewport   Beacii 

.Marion  M.  Rosson  1814   W.  BalI)oa  Blvd..  Xewport  Beach 

Jack   H.  .M.  Ros.son 1814   W.  Balboa  Blvd..  Xewport  Beach 

-Mrs.  Reva   Lee ,,,,..--lSl(>  W.  I?;ilbo;i  Blvd.,  Xewport  Beach 
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Mis.    Betty    McCInire 1812  \V.  Balboa  Blvd..  Newport  Beach 

Bruce   O.    McClaire 1812  W.  Ballioa  Blvd.,  Newport  P.each 

Robert  N.  Finfrock 1820  W.  Ballxia  Blvd.,  Newport  Beach 

Mrs.  Carolyn  M.  I'Mnfrock 1820  W.  Balboa  Blvd.,  Newi)ort  Beach 

Robert   Lee    181(i  W.   llalboa  lilvd.,  Newport  Beach 

Mrs.    C.    .Taek.son 1024  and  1028  W.   Ballx.a  Blvd.,  Newport   lieaeh 

Mrs.   llerl)ert   10.   Riley 109  via  1232  W.  Balima  Blvd.,  Newport  I'.each 

Alfred  MacDonald 1108-1 204-1208-1 2:5(5-14.^.0-1  r,OS- 

1818  W.  r.alboa  Blvd.,  Newport  Beach 

RE:    P.    E.    LAND   TAX    VALUATION 

Reference   Notes  : 

All  inside  lots  in  Blocks  110,  111,  and  112,  Tract  234,  Newport  Beach  have  as- 
sessed valuations  by  County  of  $11G0  each.  State  assessment  is  $2070  each. 

Lots  1  throufjh  13  in  Block  118,  Section  B  of  Newport  Beach  are  assessed  by 
the  County  at  .*?!>.>0  each,  whereas  State  assessment  is  .$2185  each. 

At  the  current  ta.\  rate  of  ,$0.0837  the  owners  of  Block  118  lots  pay  a  tax  of 
$140.04.  I  have  one  of  these  bills  with  me.  If  assessed  locally  the  tax  bill  would 
have  been  only  $03.50.  These  comparisons  indicate  that  private  citizens  are  paying 
130%    higher   taxes   than    their   neighbors. 


Westkkn  Union  Tellgkaxi 

Joint  Interim  Committee  on  Assessment  Practices 
Room  J/202  Imitate  Capitol  Sacramento  Calif. 

For  your  cousideration  of  how  third  parties  are  hurt  by  I'oard  of  E<puilization  tax 
practices  I  submit  that  I  have  a  53  year  lease  with  Southern  Pacific  Railroad  and 
entered  into  a  lease  with  a  subtenant  with  rental  calculated  in  accordance  with  the 
current  local  tax  bills  received  and  paid  by  me  on  this  land.  My  leasehold  property 
was  subsequently  transferred  to  the  Board  of  Equalization  Authority  and  my  laud 
taxes  were  just  about  doubled  while  adjoining  properties  were  not  increased.  I 
suggest  that  the  Board  of  Equalization  be  guided  and  limited  by  the  established 
appraisals  of  the  local  taxing  authority  which  were  already  quite  a  burden  it  is 
uuAmericau   to  have   two  standards  of  taxation. 

WlLLiAil  J.   Cagney,   Newport   P>each 

SOUTHERN  PACIFIC  COMPANY 

The  Southern  Pacific  Compauy  has  extensive  laud  hohliugs  on  the  west  side  of 
the  San  .Joaquin  Valley  devoted  to  agricultural  or  grazing.  The.se  lauds  are  from 
Congressional  grants  and  fee  title  is  held  in  the  name  of  Southern  Pacific  Land 
Company  and  Southern  I'acific  Company.  Lands  held  in  the  name  of  Southern 
Pacific  I..;ind  Company  are  assessed  by  the  county  assessor  on  the  local  roll,  while 
lands  held  in  the  name  of  Southern  Pacific  Company  are  assessed  by  the  State 
Board  of  Equalization  as  non-operating  property  on  Board  Roll. 

These  lands  are  located  in  Fresno,  Kern  and  Kings  Counties.  Some  are  highly 
productive,  irrigated  agricultural  lauds  and  others,  without  water,  are  devoted  to 
grazing.  The  Southern  Pacific  Land  Company  leases  and  supervises  these  lands 
for  both  Southern  I'acific  Company  and  Southern  Pacific  Land  ('ompany. 

The  lessees  of  these  lauds  are  operators  of  large  holdings  devoted  to  agricultural 
operations  and  while  they  lease  Southern  Pacific  Company  land,  they  also  own 
adjoining  lands.  These  operators  are  very  familiar  with  the  tax  picture  and  are 
continually  complaining  about  the  high  a.ssessments  plac-ed  on  Southern  Pacific 
Company  owned  laiuls  compared  with  adjoining  lands  owned  by  themselves  or  the 
Southern  Pacific  Land  Company. 

In  comparing  these  agricultural  lands,  however,  it  is  necessary  to  take  into  cou- 
sideration type  of  soil  and  availability  of  water,  etc.  The  following  are  a  few  brief 
comparisons  of  comparable  laud  in  these  counties: 
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KERN  COUNTY 

CoMPARABi.R  Lands 

.l.v.vcs.srvZ  hy 
Vouniy  S.It.E. 

.$()  IVr  Acre  ,$10  Per  Acre 

(2  Parcels) 
8  and  13 
6 
5 

6  and  12 
6 
10 
3 
3 
3 
3 


KINGS  COUNTY 

COMPAKAHLE  LaNUS 


Section 

'I'lnrnship 

It'll  II  f]C 

33 

2GS 

28E 

3 

27S 

28E 

9 

29S 

29E 

13 

29S 

29E 

15 

29S 

29E 

23 

29S 

2nE 

25 

29S 

29E 

5 

29S 

30E 

7 

20S 

30E 

9 

29S 

30E 

31 

2ns 

30E 

Assessed  Jiy 

Section 

'I'lnrnxtiiii 

RutKje 

('oiintij 

SUE 

W4   ;; 

21S 

18E 

$110  Per  Acre 

!» 

21S 

18E 

120 

s\V;}  i:; 

21 S 

18E 

.$(57  I'cr  Acre 

130  (2  Parcels) 

17 

21S 

18E 

57 

p.) 

21S 

ISE 

57 

21 

21S 

18E 

58 

W.^  27 

21 S 

18E 

58 

29 

21S 

18E 

55 

33 

21S 

18E 

55 

35 

21S 

18E 

105 

21 

20S 

19E 

12 

27 

20S 

19E 

12 

33 

20S 

19E 

30 

3 

21S 

19E 

15 

9 

21S 

1!»E 

30 

17 

21S 

litE 

43 

SWi    3 

23  kS 

19E 

15 

5 

23S 

19E 

4 

9 

23  S 

19E 

5 

11 

23S 

19E 

15 

13 

23  S 

19E 

15 

15 

2;58 

19E 

5 

23 

23  S 

19E 

5 

15  (2  Parcels) 

25 

23S 

19E 

5 

29 

23  S 

19E 

4 

19 

23  S 

20E 

5 

21 

23  S 

20E 

5 

15  (2  Parcels) 

27 

23S 

20E 

15 

29 

23  S 

2()E 

5 

15  (2  Parcels) 

31 

23S 

20E 

5 

33 

23S 

20  E 

5 
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FRESNO  COUNTY 
Comparable  Grazing  Land.s 


{^crtinn 

7'oiriisliip 

Unngc 

Coun 

iv 

SBE 

1 

1!)S 

141<: 

.$5  Per  Acre 

a 

lOS 

14E 

$2  I't-r 

Acre 

5 

19S 

14E 

2 

7 

19S 

14E 

2 

9 

19S 

14E 

2 

11 

19S 

14E 

5 

15 

19S 

14E 

2 

17 

19S 

14E 

2 

19 

19S 

14E 

2 

21 

19S 

14E 

5 

23 

19S 

14E 

2 

27 

19S 

14E 

5 

29 

19S 

14E 

5 

31 

19S 

14E 

2 

33 

19S 

14E 

o 

21 

20S 

14E 

2 

27 

20S 

14E 

5 
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APPENDIX   4 

GEORGIA-PA( '  1  F I ( "  ( "<  HirOR ATION 
Equitable  liuildinji 
roitlaiul  4,  Oregon 

March  C,  I!).')!) 
IIONOKABLK  GLENN   E.   COOLIUGK 

Chairman  Joint  Interim  Committee  on  Assessment  I'ractiees 
Room  41()4,  State  Cai)it()l  liuihlinj; 
►Sacramento  14,  California 

My  Dear  Mr.  Coomdue  : 

We  Avere  pleased  to  receive  a  copy  of  the  "Staff  and  Consultants  Reports  to  the 
Committee"  and  a  summary  of  conclusions  and  recommendations  on  assessment 
practices  in  California.  We  would  like  very  much  to  appear  and  testify  at  the  hear- 
ings on  March  !)  and  10,  but  previous  commitments  make  this  impossible. 

In  lieu  of  a  personal  appearance  we  would  appreciate  having  our  recommenda- 
tions incorporated  into  the  committee's  records  as  set  forth  in  this  letter.  In  gen- 
eral, we  do  not  have  an  opinion  as  to  the  level  of  as.sessments  on  utility  properties, 
but  we  do  feel  qualified  to  comment  on  the  other  recommendations  made  by  Mr. 
Chapman  and  Mr.  Reeves.  For  clarity,  we  will  refer  to  each  recommendation  indi- 
vidually. 

I'ecoiiiiuciKliitiftii  Xo.  I :  Although  we  heartily  endorse  the  application  of  a  uniform 
assessment  ratio  in  each  county,  we  feel  it  would  be  a  mistake  to  recpiire  a  fixed 
state-wide  ratio.  AVe  would  recommend  instead  that  all  property  within  the  same 
county  be  assessed  at  a  tiiiifonii  percentage  of  value.  The  significance  of  the  actual 
ratio  could  be  made  unimportant  by  requiring  that  distribution  of  state  aid  and 
public  utility  assessments  Ite  based  upon  full  value  rather  than  assessed  value. 

The  use  of  a  mandatory  ratio  would  also  require  that  the  assessor  change  his 
assessments  any  time  they  varied  from  the  legal  standard.  This  would  require  a  con- 
stant changing  of  assessments  for  nothing  more  than  a  change  in  the  over  all  eco- 
nomic conditions.  This  would  create  an  undue  amount  of  costly  administrative  work 
without  increasing  the  degree  of  equalization. 

The  use  of  a  fixed  legal  ratio  also  tends  to  result  in  higher  assessments  on  new 
property  and  personal  property.  The  reason  for  this  is  due  to  common  administra- 
tive practices.  Generally,  county  assessing  officials  are  inclined  toward  assessing 
local  property  at  the  lowest  possible  level  in  order  to  receive  the  greatest  benefit 
from  state  aid  and  utility  valuations.  AVe  have  also  found  that  state  boards  as  a 
matter  of  i)ractical  administration  are  inclined  to  accept  assessments  at  a  reason- 
able degree  below  a  legal  ratio.  If  for  example  a  study  of  county  assessments  indi- 
cated that  the  actual  ratio  was  approximately  25  percent,  the  state  agency  might 
accept  this  as  being  within  a  reasonable  range  of  a  required  30  percent  ratio.  Thus, 
property  which  was  legally  assessed  at  30  percent  would  be  assessed  at  five  per- 
centage jioints  or  20  percent  more  than  the  ratio  on  other  property.  This  situation 
would  commonly  result  in  the  assessment  of  new  real  property  and  in  the  annual 
assessment  of  personal  property.  AA'ehave  found  many  instances  where  the  actual 
i-atio  was  less  than  one-half  of  the  legal  requirement  which  resulted  in  many  ijrop- 
erties  w-hich  were  assessed  at  the  legal  ratio  carrying  a  tax  100  percent  greater 
than  their  fair  share.  AA'e  feel  that  the  greatest  equity  to  all  taxpayers  results  in 
those  states  which  recpiire  only  a  uniform  ratio  within  each  county. 

Recotninciidafion  Ko.  2:  AVe  are  inclined  to  agree  that  if  a  differential  exists  be- 
tween locally  and  state  assessed  property  it  should  be  brought  to  a  uniform  level 
gradually,  but  here  again  we  do  not  feel  that  the  ratio  should  necessarily  be  fixed 
at  the  same  rate  for  all  counties. 

I'econnnendntion  No.  3:  Since  we  do  not  believe  a  uniform  statewide  ratio  is  a 
desirable  requirement,  w'e  do  not  recommend  amending  the  constitution  for  the  pur- 
pose of  authorizing  the  legislature  to  fix  the  level  of  assessments. 

Recommendaiion  No.  J^:  We  definitely  concur  that  the  findings  of  the  state  board 
of  equalization  as  to  the  ratio  in  each  county  be  made  a  public  record.  AA^'e  would  also 
recommend  that  each  county  be  required  to  post  the  ratio  being  utilized  and  that  the 
state  board  of  equalization  be  responsible  for  approving  the  ratios  posted. 

Recommendation  No.  5:  We  are  not  prepared  to  offer  an  opinion  as  to  the  proper 
method  of  assessing  utility  property. 

Recommendntion  No.  (1:  Mr.  Chapman's  and  Mr.  Reeves'  recommendations  that 
market  value  be  used  as  the  basis  for  the  assessment  of  all  property  is  a  good  recom- 
mendation. This  guide  post  is  in  common  usage  and  is  one  that  is  readily  understood. 
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Recomtnendation  No.  7:  Allowing  appeals  to  the  assessor  would  be  in  line  with 
granting  each  tax  payer  a  pi-oper  method  of  presenting  grievances.  Again  we  concur 
with  Mr.  Reeves. 

Recommendation  No.  8:  It  is  particularly  desirable  that  the  tax  payer  be  notified 
of  any  increase  in  his  assessments.  By  this  means  he  can  be  flagged  of  any  changes 
in  his  tax  picture  in  time  to  file  a  justified  protest.  This  should  greatly  reduce  the 
misunderstandings  which  frequently  occur  after  it  is  too  late  to  file  an  appeal. 

Recommendations  9  and  JO:  These  two  recommendations  rightfully  go  together  and 
we  feel  that  the  establishment  of  local  boards  of  equalization  and  permitting  the 
state  boards  to  hear  individual  appeals  would  be  a  significant  steji  toward  the  equal- 
ization of  assessments.  We  fully  endorse  recommendations  !J  and  10. 

Recommendation.^  11  and  11:  If  the  state  board  of  eciualization  is  to  be  responsible 
for  hearing  appeals  and  allocating  state  aid  and  utility  assessments,  it  should  be 
informed  as  to  the  ratio  of  local  assessments.  Accordingly,  we  endorse  Recommen- 
dations 11  and  12. 

Recommendation  IS:  We  feel  the  board  of  equalization  or  any  appraiser  should  be 
familiar  with  all  factors  affecting  the  tangible  value  of  a  property  under  appraisal. 
Generally,  we  feel  typical  transaction  evidence  where  available  is  the  best  indication 
of  value  and  that  specific  income  tax  situations  do  not  necessarily  indicate  the  true 
market  value  of  a  specific  property.  Therefore,  we  recommend  caution  in  the  adoption 
of  recommendation  13. 

Recommendation  1.'/:  We  have  not  had  an  opportunity  to  fully  study  present  allo- 
cation methods  and  can  make  no  recommendations  in  this  area. 

In  general,  we  are  unable  to  comment  upon  the  committee's  recommendations  in 
the  field  of  utility  assessments,  but  we  sincerely  appreciate  the  effort  the  committee 
has  made  in  the  study  of  local  assessment  practices. 

The  adoption  of  many  of  the  recommendations  contained  in  the  report  should 
result  in  a  significant  step  toward  greater  equalization  of  projierty  taxes.  We  wish 
to  commend  the  members  of  the  committee  and  their  staff  for  their  fine  report. 


Yours  very  truly, 


Georgia-Pacific  Corpor.\tiox 
/s/  R.  B.  Pamplin 
President 
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TULARE  COUNTY  TAXPAYERS'  ASSOCIATION 
Room  20C  1G40  West  Mineral  King  -  Visalia,  Calif.  Tel.  -  RE  4-4898 

Tin;  JOI.VT   iNTERIil  COMMITTKK  ON  ASSESSMENT  PRACTICES 
Assemhlyman   Glenn   E.   Coolidge,   Chairman,   and   iiKmher.s  of  this   moat   important 
committee: 

The  Tulare  County  Taxpayers'  Association  has  a  membership  of  over  eight  hun- 
dred property  owners  in  Tulare  County,  State  of  California.  It  is  a  non-partisan, 
non-profit  citizens  agency  to  study  public  business,  to  work  for  efficiency,  progress 
and  development  to  the  end  that  we  maintain  a  balanct>d  econonty. 

At  the  regular  monthly  meeting,  held  in  the  oflice  of  the  association  located  at 
1640  West  Mineral  King  Avenue,  Visalia,  Tulare  County,  State  of  California,  the 
Board  of  Directors  of  the  Tulare  County  Taxpayers'  Association  took  up  the  matter 
of  this  hearing  of  the  .Joint  Intt-rim  Committee  on  Assessment  Practices. 

The  conclusion  of  the  P.oard  was  as  follows  : 

After  due  and  careful  consideration  of  all  tiie  facts  available  i>n  the  i)roposal  to 
shift  a  part  of  the  assessment  base  from  utilities  to  the  already  overburdened  i>rivale 
property  owners,  the  Board  l>elieves  the  present  comparable  assessed  valuation  of 
property  has  been  found  to  lie  fair  and  ecpiitalile  to  all  jiarties  concerned,  and  th.it 
any  attempt  to  change  the  tax  basis  for  assessment  will  result  iu  a  tax  burden 
iieyond  the  ability  of  the  average  projierty  owner  to  carry. 

In  arriving  at  this  jiosition  the  Board  considered  such  conditions  as  the  dual 
ai)proach  to  valuation.  One  part  of  the  economy  that  is  for  sale  in  a  free  and  open 
market  or  exchange  established   a    market   \alue  to  be  used  as  one  of  th(>  factors   in 
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st'ttins'  tho  t;i.\  l)iis(>,  in  (■(iinii.-ii'ison  \\itli  ;i  sitiijilion  wIktc  imollicr  scKint'iit  of  llic 
economy,  tlicir  physical  jisscts  nol  Ix'inji-  for  sale,  a  trn(>  market  xainc  would  not  he 
estal)lislu>(l. 

Theroforo,   until   such  a   timo  as  an   improved   method  of  determining'  assessment 
values  is  found,  we  urfje  that  the  present  ratio  of  value  be  maintained. 

liespcH't fully   snhnii(li'(l, 

TULAKK  CorNTY  TaXPAVKUS'   ASSOCIATION 

/s/  DoMER  F.  Power 
Executive  Secretary 
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STATEMENT  TO  JOINT  INTERIM  ('OMMITTEE  ON 

ASSESSMENT  PRACTICES 

By  Richard  Carpenter,  Executive  Director  and  General  Counsel 
League  of  California  Cities 

Mr.  Chairman  and  Gentlemen: 

Like  many  others  who  have  a  vital  Interest  in  this  problem  and  who  had  such  an 
interest  before  the  enactment  of  Chapter  1466,  we  have  not  had  an  opportunity  to 
review  the  detail  of  the  staff  and  consultants  reports  to  your  committee.  Copies  of 
the  report  and  summary  have  been  sent  by  our  office  to  many  interested  cities.  These 
cities  with  one  exception  have  not  had  sufficient  time  to  give  us  the  benefit  of  their 
comments. 

You  are  aware  of  the  fact  that  cities  have  a  tremendous  stake  in  any  legislative 
solution  which  may  be  suggested  by  your  committee  as  a  result  of  recommendations 
made  by  your  consultants  or  recommendations  made  by  interested  parties.  Approxi- 
mately 65%  of  the  assessed  value  of  all  property  in  the  State  of  California  is 
located  within  cities.  Cities  are  as  dependent  upon  the  property  tax  as  are  counties, 
schools  and  other  local  governmental  agencies.  While  the  cities  have  a  broader  tax 
base  than  most  local  agencies,  they  receive  far  less  in  subventions  from  higher  levels 
of  government  than  either  counties  or  school  districts.  For  these  reasons,  it  should 
be  apparent  that  the  cities  are  looking  to  the  members  of  this  committee  for  recom- 
mendations and  legislation  which  will  not  disrupt  essential  municipal  services.  In 
presenting  testimony  to  the  Joint  Tax  Committee,  we  stated  as  a  matter  of  fact 
that  many  cities,  like  the  state,  are  confronted  with  revenue  deficiencies  and  like 
the  state,  few  if  any  reserve  funds  remain  available  for  operating  expenditures. 

Assuming  for  the  purpose  of  this  statement  that  the  findings  of  the  staff  and  the 
consultants  are  accurate,  it  appears  that  municipal  officials  have  genuine  cause  to 
be  concerned  about  the  recommendations  made  by  your  consultants. 

If  the  ratio  of  state  assessments  is  substantially  higher  than  the  ratio  of  local 
assessments,  we  will  not  maintain  that  because  of  the  nature  of  state-assessed 
property  it  should  continue  to  be  as.sessed  at  a  higher  ratio  than  locally-assessed 
property.  If,  however,  the  assessment  of  state-assessed  property  is  to  be  greatly 
reduced  and  the  level  of  assessments  of  the  common  property  is  to  be  slightly  in- 
creased, cities  will  be  confronted  with  an  even  greater  fiscal  problem  than  that 
which  faces  the  legislature  of  the  State  of  California.  All  but  4  or  5  of  the  854 
cities  have  property  tax  rate  limitations,  and  many  cities  are  seeking  new  sources 
of  revenue.  If  the  cities  had  no  legal  tax  rate  limitation,  practical  limitations 
would  prevent  substantial  increases  in  property  tax  rates  at  this  time.  Either  a 
sudden  or  gradual  reduction  of  utility  assessments  will  hasten  the  adoption  of  new 
local  taxes  or  the  elimination  or  curtailment  of  essential  municii)al  services.  It  is 
not  sufficient  for  municipal  purposes  to  suggest  a  gradual  rather  than  an  abrupt 
solution  to  this  problem.  While  we  would  be  the  last  to  suggest  that  the  equity 
requirements  of  the  constitution  be  ignored,  we  suggest  that  the  solution  must  not 
create  new  inequities  in  total  tax  burdens.  It  is  my  personal  view,  unsupported  by 
any  facts,  that  the  total  utility  property  tax  burden  is  not  unfair.  It  is  also  my 
opinion  that  the  total  property  tax  burden  borne  by  some  types  of  common  property 
can  be  increased.  The  problem  of  this  committee  then,  it  appears,  is  one  of  recom- 
mending a  solution  which  will  not  make   it  necessary   to   curtail   essential  services 


550  JOINT  ixti:kim  committki:  ox  as^^essmext  practices 

provided  l)y  loral  govoniincnth;  l>ut  ratlici-  to  su,t;>;«'st  loKislation  which  will  niai<c  it 
possildc  for  hical  fjovcrniiuMits  to  contiiuu'  to  provi<le  for  the  niiiiiimiin  iicods  of  a 
rapidly  <'xpandiiif,'  population. 

The  staff  and  consultants  reports  provide  us  with  much  of  the  iuforniation  we 
need  to  reach  a  satisfactory  compromise  of  sharply  cimflicting  viewpoints  and  inter- 
ests. Those  who  wish  to  attack  either  the  lindint;s  or  recommendations  of  the  con- 
sultants should  he  ;;iven  as  much  time  as  is  needed  to  do  .so.  However,  <ities  need 
to  know  at  an  early  date  in  preparinj;  municiiial  hudfjets  whether  they  can  plan 
ahead  for  urgently  needed  and  expanded  facilities  and  services,  lirietly.  what  I  am 
suKftestinj;.  therefore,  is  that  assumin;;  the  validity  of  the  lindinjis.  the  consultants 
have  only  found  half  the  answer  when  they  suf;},'est  and  reconmiend  that  hoth  state 
and  local  assessments  i»e  set  at  W,',  of  full  cash  value.  In  this  case,  half  an  answer 
is  not  as  jjood  as  no  answer  at  all.  We  are  contident  that  after  an  adequate  oppor- 
tunity has  been  provided  to  test  the  validity  of  the  reported  facts  antl  recommenda- 
tions that    \<)ur  committee  will   recnnimeiid  a   full   and  e(|uitahle  solution. 
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Kksoiattiox  Xo.  rj:U) 

KKSOU  Tl(».\   (tF  Tin-:   I'.OARI)  OF  SIFKHVISOKS  OF  TIIF  COFXTV  OF 

IIIMHOLDT  I'KOTFSTIXd   STAFF  AXI)  COXSl  LTAXTS'  KKl'OKTS 

TO    THE    .lOlXT    IXTKRIM    CO.MMITTKE    OX    ASSKSSMKXT 

FRACTICKS    OF   THE   LEtJISLATIKE    OF   THE    STATE 

OF  CALIFOUXIA 

WllKRKAS,  the  Joint   Interim  Committee  on   Assessment   Practices  of  the   Lejcisla- 

ture  of  the  State  of  Califm-uia  has  recently  had  presented  to  it  staff  and  consultants' 

rejxMts  ;  and 

WiiKKK.vs.  said  reports  .-ire  the  subject  of  a  hearing'  iiefore  said  .Joint  Inlerim 
Conunittee  on  Assessnu'ut   I'ractices  on  .March  !»  and  March  1(1.  ]!).■)!»;  and 

WiiKKKAS.  .said  rejutrts  find  that  public  utilities  in  the  State  of  California  are  now 
beinj;  assessed  at  ~>0'  >  of  their  full  cash  value  ;  and 

WiiKKKAS,  sai<l  reports  indicate  that  the  present  assessment  practice  in  rejjard  to 
public  utilities  is  to  reduce  the  de]>reciated  rei)lacement  cost  to  75%  "iid  then  to 
ai)ply  a  ~>0%  factor ;  and 

Whi;keas,   there   is  consideral)le   doubt    amon;;   all   the   members   of   this    Board   of 
Supervisors  as  to  whether  public  utilities  are  in  fact  beinj;  a.s.sessed  at  a  hijrher  rate 
than   locally   assessed  property,   because  of  all   of   the   intricacies  of  the   account  iu}; 
practices  and  valu.-ition  procedures  that  are  used  in  assessinjr  imblic  utilities; 
Xow,  Tni;i:i:i-oRE,  Bk  It  Kesolvku  as  Follows: 

1.  That  the  lioard  of  Supervisors  of  the  County  of  Ilumiioldt  does  hereby  };o  (ui 
record  as  objectiu}:  to  said  staff  and  consultants'  reports  to  the  Joint  Interim  Co?n- 
mittce  on  Assessment  I'ractices  of  the  Lefjislatnre  of  the  State  of  California,  ami 
said  Hoard  of  Supervis(U-s  hereby  respectfully  recpu'sts  the  members  of  said  Com- 
mittee to  take  no  lejjislative  action  alonj,'  the  lines  recommended  in  said  reports. 

2.  That  certified  cu])ies  of  this  resolution  be  forwarded  to  members  of  said  Com- 
mittee, includiuf;  the  Honorable  Carl  L.  CI)rist(>nsen,  Jr..  Senator.  Third  Senatorial 
District.  an<l  the  IIonorai>le  Frank  I'.  lielotti.  Assi>mblyinan.  First  Assendily  IMs- 
Irict. 

Passed,  Appkovko  a.nu  Adoi'tkii.  this  Itli  (hi\  of  .Maich,  r.t.V.i.  oh  tiie  fMiinwiu^' 
vote,  to  wit  : 

Ayes:    Supervisors  Liinlley.   I'.aieiiles,  Uobeitson.   I'elterseu.  Merrynian 


XoES  :    Supervisors  None 
Absent:    Supervisors  X<m 


Attest : 

(SEAL) 

/s/  Vtty.it  .1.  .Moohi:,  .Ik. 


/s/   Sam   It.  MiKKVMAN.  Jk. 

Chairman  of  the  Itoard  t>f  Super\  isors 
of  the  County  of  Humboldt.  State  of 
( 'aiifornia 


County  Clerk  and  Ex-Oflicio  Clerk  of  the 
Hoard  of  Supervisoi-s  of  the  C«Minly  of 
Hundioldl.  Stale  of  Califonii:i. 
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APPENDIX  8 


March  5,  1050 


COUNTY  OF  ALAMEDA 

Officio  op  the  Roaud  ok  Sitpf.kvisoks 
Courthouse,  Oaldand  7,  Califoruia 

Calif orn ia  Legisla t u re 

Joint  Interim  Committee  on  Assessment  Practices 
State  Capitol,  Room  J/IG^,  Sacramento  IJf,  California 

r;KXTLEMF>N  : 

The  Roard  of  SMi)orvisors  of  the  County  of  Alameda  has,  hy  unanimous  action, 
directed  that  this  letter  he  tiled  with  your  Committee  in  response  to  your  notice  of 
the  i)uhlic  hearinjjs  to  he  held  on  March  0  and  10,  1050  for  the  purpose  of  con- 
sideriu},'  the  conclusions  and  recommendations  contained  in  the  Staff  and  Consultants 
Reports  dated  February,  10")!). 

If  the  conclusions  and  recommendations  contained  in  such  report  are  followed, 
the  eft'ect  will  l)e  to  reduce  the  tax  assessments  on  utility  property  and  increase  the 
tax  assessments  on  farm,  business,  residential  and  other  local  properties  to  make 
up  this  dllference,  estimated  l)y  the  County  Supervisors  Association  to  be  $104,- 
028,<M5(),  and  that  the  burden  to  be  shifted  from  utilities  property  to  other  tax- 
payers in  Alameda  County  alone  is  approximately  $r>.Sr)4,l(v>. 

Our  lioard  of  Supervisors  is  vigorously  opposed  to  any  such  shiftins  of  the  costs 
of  government,  because  of  its  effects  on  values  of  local  propety  due  to  possible 
inability  of  homeowners  and  renters  to  pay  any  larger  proportion  of  their  income 
for  housing  ;  its  effect  on  state  aid  for  school  purposes  to  impoverished  school  dis- 
tricts ;  its  effect  upon  the  constitutional  exemptions  authorized  for  veterans,  house- 
holders, persons  entitled  to  old  age  security  and  other  welfare;  and  its  general  long 
range  effects  on  industry,  commerce,  home  construction  and  agricultuinil  pursuits 
in  the  County. 

Our  Board  denies  that  there  is  any  substantial  inequity  in  Alameda  County 
between  the  proportion  of  the  costs  of  government  borne  by  state-assessed  utility 
property  and  that  borne  by  the  owners  of  locally  assessed  properties ;  or  that  the 
samples  used  in  Alameda  County  by  such  consultants  are  sufficient  as  to  number, 
types  of  property,  or  assessment  valuation  rauges  to  support  the  conclusions  reached 
in  such  report.  Any  inequities  that  do  exist  are  rapidly  being  met  not  only  in 
Alameda  County  but  in  the  other  counties  of  the  state  under  present  progressive 
procedures  in  cooperation  with  the  State  Board  of  Equalization  and  should  be 
fully  accomplishe<l  within  the  ten  year  period  suggested  by  the  Staff  and  Con- 
sultants in  such  report. 

The  Staff  and  Consultants  have  noted  in  such  report,  particularly  on  pages  11, 
'?(),  and  74,  that  the  properties  of  utilities  are  economically  different  than  other 
locally  assessed  property,  because  utilities  are  a  regulated  industry  with  monopolistic 
characteristics.  They  are  entitled  to  protection  from  competition  and  have  manda- 
tory rates  fixed  for  their  services  which  will  produce  a  fair  rate  of  return  on  their 
investments. 

If  the  Committee  feels  it  is  necessary  or  desirable,  because  of  such  economic  dif- 
ferences in  the  properties,  to  recommend  some  change  in  the  method  or  manner  or 
rates  of  as.sessment  and  taxation  of  utility  properties,  our  Board  suggests  that  this 
may  be  accomplished  by  a  simple  constitutional  amendment  approved  by  vote  of 
the  people. 

Such  change  could  be  accomplished  by  amending  Article  13,  Section  14,  which 
now  provides  that  utility  property  shall  be  assessed  annually  by  the  State  Board  of 
Equalization  at  the  actual  value  of  such  property  and  as  so  assessed  shall  be  sub- 
ject to  taxation  to  the  same  extent  and  in  the  same  manner  as  other  i)roperty,  to 
provide  that  where  original  historical  cost  is  used  the  State  Board  of  Eiiualization 
may  assess  such  property  in  a  manner  and  at  a  higher  rate  in  proportion  to  value 
different  from  any  other  property  in  the  State  subject  to  taxation  wliere  reproduc- 
tion cost  is  used. 

Attached  are  specific  comments  as  to  the  separate  conclusions  and  rt'commcuda- 
tions  contained  in  such  report. 

/s/  Francis  Dunn 
Chairman 
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COMMENTS    BY    BOARD    OF    SUPERVISORS,    ALAMEDA    COUNTY,    ON 
RECOMMENDATIONS   AND   CONCLUSIONS    IN    STAFF  AND 
(X)NSULTANTS   REPORT  TO   COMMITTEE   OF 
FEBRI'ARY.  lOnO 

Principal  Conclusions  Nos.  1  and  2 

1.  Assessmonts  as  a  percent  of  full  cash  value   (market  value)  : 

Public  utility  assessments   are  at   approximately 50% 

Locally  assessed — state-wide  ratio  is  approximately 25% 

2.  Equity  reiiuirements  of  California  tax  structure  are  not  now  being  fulfilled. 

Comtnents: 

The  conclusion  that  public  utilities  are  assessed  at  50%  of  full  cash  value,  or 
market  value,  is  not  convincing  in  the  light  of  the  use  of  historical  costs  less  depre- 
ciation. There  are  real  possibilities  of  utilities  disposing  of  all  or  parts  of  utility 
properties  at  current  values  greatly  in  excess  of  historical  costs  less  depreciation ; 
in  fact  it  is  questionable  whether  the  Public  Utilities  Commission  would  approve 
of  disposal  of  such  properties  at  less  than  current  values.  Also  where  the  state, 
counties  and  other  public  agencies  liave  had  to  ac(iuire  property  of  utilities  for 
public  purposes,  the  utilities  have  not  taken  the  position  that  compensation  therefor 
in  terms  of  fair  market  value  should  be  based  on  historical  costs  less  depreciation. 

The  conclusion  that  locally  assessed  property  is  assessed  at  approximately  25% 
of  full  cash  value,  or  market  value,  is  not  convincing  in  the  light  of  the  number, 
the  types  of  i)roperty,  and  value  ranges  of  the  samples  used. 

With  respect  to  the  samples  used  to  support  the  conclusions  reached  in  the  report 
that  locally  assessed  property  is  assessed  at  only  25%  of  full  cash  value,  or  market 
value,  attention  is  called  to  the  following  excerpts  from  the  report: 

"This  review  process  generally  comprised  scanning  the  notes  and  photographs 
descriptive  of  the  structures  and  the  vicinity  of  the  property,  comparison  of  the 
ratings  of  cost  and  depreciation  with  the  DAS  standards,  and  comparison  of  the 
final  appraised  valuation  witli  the  sale-priced  data  included  in  the  subject  file.  .  .  ." 
(page  152) 

"The  distribution  of  the  504  sample  appraisals  of  realty  reviewed  is  shown  in 
appended  Table  1.  Briefly  stated,  118  were  properties  in  seven  counties  of  the 
Sacramento  District;  100  were  in  four  counties  of  the  Hayward  District;  and,  2S(> 
were  in  the  I,os  Angeles  District.  In  addition  the  reporting  of  personalty  in  129 
of  these  files  was  scanned."    (iKige  152) 

"Also,  that  in  the  residential  and  commercial  groups  there  is  evidence  of  higher 
rates  of  assessing  for  higher  valued  properties  .  .  ."    (page  154) 

"The  county  median  for  multi-residential  are  fairly  consistent  at  an  average 
about  25  percent  above  the  lower-value  ordinary-residential,  but  the  samples  in  this 
group  are  too  few  (11)  to  be  dependable  criteria  for  the  six  counties  represented." 
(page  154) 

"The  general  conclusions  to  be  drawn  from  this  review  of  R  &  S  samples  in 
12  counties  are  that:  (1)  low  value  residential,  bare  land  and  agricultural  proper- 
ties are  asses.sed  at  levels  lower  than  other  types  of  realty;  (2)  commercial  and 
industrial  assessments  are  somewhat  higher;  and,  (3)  high-value  and  multi-unit 
residential  a.^sessmeuts  are  at  the  highest  level;  (4)  no  conclusion  can  be  drawn 
as  to  the  rate  at  which  timber  tracts  are  assessed  :  the  number  of  samples  is  too 
few  and  the  indicated  spread  is  too  great."    (page  155) 

"The  indications  from  reviewing  the  tangible  personalty  samples  shown  in  Table 
3,  Part  2,  are  drawn  from  the  ratios  of  123  api>raisals  scattered  among  seven  coun- 
ties, and  cannot  be  taki'u  as  representative  of  the  general  status  of  assessing  the 
three  groups  listed.  From  the  limited  assembly  of  data  it  appears  that  the  house- 
hold tyi)e  is  lower  in  rate  of  a.ssessment  than  the  other  two  classes  .  .  ."  (page  155) 

Specifically,  as  to  the  conclusion  reached  as  to  the  state-wide  average  ratio  of 
assessment,  the  report  shows  that  no  samples  of  any  kind  were  taken  in  43  of  the 
58  counties.  AKso  that  only  504  samples  were  taken  in  15  counties,  and  of  these 
31)  were  in  the  value  range  of  less  than  $1,000;  1248,  or  approximately  i  of  the 
samples  taken  were  in  the  value  range  of  less  than  .flO.tMK)  and  only  20  samples 
in  tlie  value  range  of  o\cr  .$.">()0,(K)0  were  taken  in   the  whole  state. 
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With  respect,  (o  the  samples  used  in  Alaiiu>(lii  (Vmiily  llie  report  shows  tliat  no 
samples  of  personalty  were  taken  and  only  1!)  samples  of  real  ]ir()p<'rty  were  taken 
and  they  were  of  the  following  types  of  proi)erty  : 

Residential   (under  .$5,000  range)    7 

Multi-residential    2 

(,'omniercial     7 

Bare  land   3 

Industrial    . none 

Agrieultural    none 

I'ersonal   projierty   none 

Total     10 

The  10  samples  of  real  property  taken  iu  Alameda  County  fall  into  the  following 
value-strata  groups  : 

1.  $      009  3  $     3,000 

2.  $  1,000$  4,090  10  $  50,000 

3.  $  5,0(X)-$  9,990  2  $  20,000 

4.  $10,OtM3-$l  9.900 

5.  $20,000-,$40,999  1  $  50,000 

$183,000   (total 
possible 
value) 

There  were  about  235,000  parcels  of  locally  assessed  real  property  on  the  last 
equalized  assessment  role  of  Alameda  County  having  a  total  assessed  valuation  of 
$1,684,057,109. 

The  10  parcels  of  real  property  used  as  samples  in  Alameda  County  and  having  a 
maximum  possible  valuation  of  $183,000,  therefore,  represent  a  sampling  of  only 
.00008%  of  the  total  parcels  of  locally  assessed  real  property  representing  only 
.000108%  of  the  assessed  value  of  such  property.  In  addition,  such  samples  were 
in  a  value-strata  admitted  by  the  report  most  likely  to  represent  a  lower  percentage 
of  market  value  than  parcels  in  the  higher  value-strata  classes. 

On  the  other  hand,  the  samples  of  state-assessed  utility  properties  used  are  stated, 
on  page  24  of  such  report,  to  consist  of  the  properties  of  20  utilities  with  full 
values  totaling  5.4  billion  dollars  or  90.3  percent  of  all  the  full  value  determinations 
of  the  state  board.  And  Table  1  on  page  25  of  the  report  shows  that  only  one  of  the 
utility  properties  had  a  value  of  less  than  $1,250,000. 

This  factual  showing  therefore  is  not  sufficient  to  warrant  our  Board  to  accept 
the  conclusions  that  utility  properties  are  assessed  at  50%  of  market  value  and 
locally  assessed  property  is  assessed  at  25%  of  market  value,  or  that  there  is  any 
substantial  inequity  in  Alameda  County  between  the  proportion  of  the  costs  of 
government  borne  by  state-assessed  property  and  that  borne  by  the  owners  of 
locally  assessed  property. 

Comments  on  Recommendations 
Rerommendaiion  No.  1 

The  legal  assessment  level  be  set  at  about  .30%  of  full  cash  value. 

Comment: 

It  would  not  be  realistic  in  application,  because  of  variations  and  problems  that 
now  exist  in  the  determination  of  the  amount  to  which  the  30%  is  to  be  applied,  to 
wit :  "full  cash  value"  in  the  first  instance.  Actually,  what  is  needed  is  a  more  con- 
stant uniform  opinion  both  at  the  level  of  the  various  counties  and  at  the  State 
Board  of  Equalization  level,  as  to  what  is  "full  cash  value"  and  recognition  of  the 
fact  that  different  assessors  may  reasonably  differ  as  to  opinion  of  value. 

Recommendation  No.  2 

Locally  assessed  and  state-assessed  property  be  brought  to  the  new  level  gradually, 
possibly  over  a  ten  year  period. 

Comment: 

Present  progressive  procedures  in  cooperation  with  the  State  Board  of  Equalization 
will  meet  any  inequities  found  to  exist  much  earlier  than  the  ten  year  period  sug- 
gested, in  a  more  orderly  and  uniform  manner,  and  at  less  expense  to  the  counties. 
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The  sujigested  piocfdiin'  would  rt'cn'ii"'  <'xt<'nsive  clerical  niul  adiniuistrative  per- 
soniu'l  to  multiply  each  assessed  valuation  for  the  next  ten  years  by  a  factor  con- 
taining four  decimal  points,  as  set  forth  in  Table  8,  page  173  of  the  report.  Further- 
more, any  across-the-itoard  increase  in  a  county  roll  can  have  the  effect  of  creating 
further  inequality  in  vahiations  needing'  adjustment  as  a  matter  of  intracounty 
equalization. 

lieroniiiiendalion   y<i.  ■! 

The  Constitution  lie  anieiided  to  authorize  the  Legislature  to  tix  the  level  of 
assessment. 

Cuniment: 

It  does  not  apiiear  that  such  an  amendment  could  add  anythinfc  by  way  of  making 
real  property  as.se.ssments  any  more  equitable,  for  the  reason  that  no  factual  dif- 
ferences exist  as  to  different  types  of  taxable  real  property  that  would  justify 
different  treatment  not  already  recognized  by  the  constitution,  with  the  possible 
exception  of  real  jiroperty  owned  by  utilities. 

lic(<i)inii('nda1ion  No.  !f 

Tile  State  Board  of  Equalization  publish  annually  its  findings  as  to  the  etpializa- 
lion  ratio  prevailing  in  ea<-h  county  and   in  other  taxing  districts  when  rtniuired. 

i'ummeni: 
No  objection. 

liecomiiiciiddti'tn  \o.  J 

fa)  l'ui)lic  utility  non  operating  itrojieity  l)e  locally  assessed  instead  of  ])eing 
assessed  by  the  State. 

,  (b)  Pipelines,  flumes,  canals,  ditches  and  a(|ueducts  (except  those  of  a  public 
utility  ojierating  unit)    i)e  assessed  locally  instead  of  by  the  State. 

(c)  Airline  and  water  company  proi)erties  be  assessed  by  the  State  instead  of 
iteing  assessed  locally. 

Cownient: 

(a)  and  (b)  Since  the  State  Board  of  E(iualization  already  has  information  and 
will  annually  receive  information  affecting  the  values  of  such  property,  it  should 
confinue  to  make  such  assessments.  Otherwise,  a  change  would  result  in  increasefl 
costs  at  the  county  level  without  any  increase  in  tax  income. 

(c)  There  should  be  no  objection  to  this  unless  it  is  concluded  that  in  making 
its  valuations  the  State  T'.oard  of  E(|ualization  is  limited  to  historical  cost,  in  which 
event  it  should  be  assessed  at   the  county  level  to  pre\ent  a  loss  in  county  revenue. 

Ixvrnwitiendniion  J\  o.  6' 

'■-Market  value"  lie  substituted  uniforndy  for  "full  cash  value"  and  the  various 
other   value  terms  used   in   tlic  ( "oust  itut  ion   and  the  Revenue  and  Taxation   Code. 

Comment: 
None. 

h'rroniiiicndfitioii  .A'o.  7 

The  .-issessment  time-lat)le  be  changed  to  aHow  a  grievance  jieriod  for  apiieal  to 
assessor. 

Coin  III r II  t : 

This  should  lie  opposeil  lM'<ause  it  will  result  in  increased  costs  to  county  without 
any  increase  in  county  revenue.  Our  I'.oard  is  unaware  that  any  taxpayers  of 
.Manieda  County  have  requested  this,  since  amjile  oiiiiort  unity  is  already  afforded. 
It  has  the  practical  effect  of  shortening  the  assessment  p«'riod  which  would  iirohibit 
the  assessor  from  completing  the  assessment  roll  on  timi'.  It  would  seriously  en- 
iliinger  the  lalndating  of  the  roll  in  that  tlie  nioulh  of  .Iiine  is  devoted  to  that 
purpose. 
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h'ccoiiniioiihitio)!  ]\'o.  iS 

Counties  ho  rctniircd  tn  j^isc  ;iilc(iuatt'  iiolicc  of  iisscssiuciit  iiicrcjiscs  to  (jix- 
paycrs. 

Coin  ninit  : 

Tliis  slunild  be  opposed  beciiiise  any  niaiidalory  jurisdictional  rctiuinMiicnt  of 
notice  to  a  taxpayer  would  increase  clerical  and  inailiuf;  expense  and  filinj;  expense 
to  jtreserve  records  for  estahlishiu}:  proof  of  such  notice  to  avoid  an  assessmenl 
l)einK  held  invalid  for  failure  to  j,Mve  such  recpiired  notice.  This  is  presently  done 
on   a   i)erniissi\e  l)asis   in   this  county  and   no  county    tax])ayers  liave   complained. 

h'('c()iinii('ii(l(iHoii  \o.  !l 

Counties  he  perniittel  to  set  up  hoards  of  iMpiali/.at  ion  independent  of  tiie  Hoard 
of  Supervisors. 

Com  incut : 

This  should  he  opposed  because  this  function  is  more  properly  performed  by  the 
Hoard  of  Sujiervisors,  who  arc  the  elected  representatives  of  the  people,  and  are 
directly  responsii)l<>  thereto. 

h'econniiendation  No.  1(1 

County  boards  of  equalization  decisions  lie  made  appealable  to  the  State  I'xiaiil 
of  Equalization. 

Coinineiit : 

This  should  he  opposed  because  it  would  ^i\e  the  State  Board  of  Ecpialization 
control  over  individual  assessments  on  a  local  roll.  Its  jurisdiction  at  the  present 
time  is  limited  liy  the  Constitution  to  equalization  orders  affectin>r  the  entire  roll 
as  a  matter  of  inter-county,  not  intra-county,  ecjualiza.tion.  It  is  further  objection- 
able because  of  the  expense  and  inconvenience  of  traveling  from  the  county  .scat  to 
Sacramento  by  taxpayers,  Avitnes.ses,  and  county  personnel.  It  would  al.so  increase 
the  costs  of  {Tovernment  at  both  (he  State  and  County  levels  without  any  additional 
revenue.  Finally  it  is  unworkable  as  a  matter  of  timinf;,  since  an  appeal  must  be 
heard  and  completed  before  the  local  roll  is  required  to  l)e  completed  and  delivered 
to  county  auditor,  and  the  county  records  could  not  be  a\ailable  before  an  Appeals 
Board  at  Sacramenttt  and  before  the  local  hoard  of  eipialization  at  the  county  seat 
at  the  same  time. 

RecoiinneiKliilion  \o.  It 

The   State    IJoard   of   Eipialization   collect   sales   information    tlirou,L;li    the   counties. 

Comment: 

This  should  be  opposed  because  the  State  Board  of  E(iualization  should  continue, 
as  it  now  does,  to  nnike  its  own  indepeiident  investigations  and  studies  of  individual 
count.v  valuations  for  the  purpose  of  inter-county  equalization.  It  is  imperative  that 
local  assessors  continue  to  collect  and  analyze  such  data  because  this  is  one  of  the 
most  important  functions  of  the  assessor  and  it  must  be  done  by  him  in  order  to 
arrive  at  equitable  values.  It  would  be  gross  duplication  of  work  and  a  substantial 
added  expense  to  the  State  Board  of  Eijualization  without  any  warranted  benefits. 

RecoiH mendatioii  No.  12 

The  State  Board  of  E(|ualization  sample  by  properly  l.\  pe  as  well  as  iiy  \alue 
class. 

Comment: 
None. 

Heroin inendtttion  No.  IS 

The  State  lioard  of  Equalization  study  the  h.-indling  of  inc(une  tax  in  arri\ing  at 
value  by  the  capitalization  of  income  methods. 

Comment : 
None. 
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RecomtiKudation  No.  IJf 

The  State  Board  of  Equalization  use  present  allocation  methofls  consistently  but 
study  the  possible  use  of  other  methods. 

Co  HI  Ml  en  f; 
None. 
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OFFICE  OF  COUNTY  ASSESSOR  OF  SACRAMENTO  COUNTY 
Court  House — Sacramento  14,  California 

March  0,  1959 
( 'iiliforiiia  Lcijixlnture 

Joint  Interim  Coinmittrc  on  Assessment  Practices 
liooiii  .'iWf,  State  Capitol,  Sacramento  l.'i,  California 

Attention  :  William  K.  Holl,  Staff  Director 

(iKNTLEMEN  : 

I  am  enclosing  a  few  items  which  I  feel  th;it  I  can  testify  on  before  your  com- 
mittee. 

I  do  not  feel,  however,  that  I  should  be  called  on  to  testify  concerning  the  methods 
used  by  the  State  Board  in  assessing  utilities  as  that  will  be  covered  by  others  who 
I  believe  will  be  better  versed  on  this  subject. 

Yours  truly, 

/s/  Harry  M.  Wood 
County  Asses.sor 

I'a</€  ll.'f — Improved  Eijuuiizatioii   Procedures 

The  cooperation  between  the  County  Assessors  and  the  Division  of  Assessment 
Standards  is  well  covered  in  this  section.  The  progress  made  by  the  various  assessors 
has  been  exceptional. 

Sacramento  County  is  proud  of  its  relations  with  the  Division.  They  have  re- 
sponded to  our  call  at  most  any  time,  furnishing  instructors  for  our  appraisal  schools 
and  technical  help  whenever  asked. 

Page  182 — Ratios 

To  have  a  published  ratio  might  subject  the  county  to  many  law  suits.  I  think 
that  most  assessors  are  willing  to  discuss  the  ratio  or  percentage  they  are  trying 
to  arrive  at  when  talking  to  the  taxpayer.  However,  when  fee  appraisers  are  at 
such  a  variance  in  attempting  to  arrive  at  a  value  it  is  not  fair  to  peg  the  appraisals 
made  by  the  assessor  by  a  fixed  ratio.  Apprai.sals  are  a  matter  of  opinion  and  opin- 
ions vary  greatly  between  competent  appraisers.  For  these  reasons,  I  am  opposed 
to  a  published  ratio. 

My  office  has  always  been  willing  to  give  the  taxpayer  all  possible  data  concern- 
ing his  valuation  and  assessment. 

Page  183 — Notice  of  Change  in  Assessed  Valuations 

It  is  the  opinion  of  the  Sacramento  County  As.sessor  that  it  would  save  many 
complaints  at  tax  paying  time.  However,  many  who  do  complain  when  they  get 
their  tax  bills  would  have  done  nothing  if  they  had  received  a  postal  notifying  them 
that  their  a.ssessment  had  been  increased.  It  is  not  painful  until  (hey  get  their  tax 
bills  and   realize  the   amount   payable   in   dollars  and   cents. 

In  Sacramento  County  the  records  of  the  County  Tax  Collector  show  the  disposi- 
tion of  approximately  ir>5,000  tax  statements  to  be  as  follows: 

Mailed .14,000 

Taken  out  by  Institutions (!(i,0(M) 

No  address 41.(MM) 

isn.ooo 

The  institutions  (Banks.  Building  &  Loan  Companies,  etc.)  call  for  the  state- 
ments when  (iiey  are  ready  and  so  addresses  are  not  available  for  approximately 
40%  of  the  total. 
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This  leaves  jihout  27%  of  statements  with  no  addresses.  These  are  fjcnerally 
called  for. 

The  assessors  are  all  up  against  a  tough  time  schedule  and  any  additional  manda- 
tory regulations  tend  to  increase  the  prohlems.  This  matter  slionld  he  determined 
by  the  oHice  involved. 

Page  184 — Taxpayers  Grievance  Period 

To  set  up  a  grievance  period  such  as  mentioned  under  this  heading  would  make 
it  impossible  for  most  assessors  to  produce  an  assessment  roll.  For  exami)le  he  must 
process  all  documents  recorded  to  and  including  the  first  Monday  in  March  that 
includes  new  sulidivisions.  During  the  period  from  the  lirst  Monday  in  March  and 
the  last  INIonday  in  May,  all  personal  property  must  be  assessed,  all  types  of  exemp- 
tions must  be  taken  and  shown  on  the  assessment  roll  (Sacramento  County  had 
over  39,000  Veterans  Exemptions  in  IDfKS).  The  Secured  roll  cannot  be  started  until 
all  these  items  are  processed  and  quite  often  we  do  not  actually  get  the  rolls  started 
until  the  middle  of  June  and  generally  find  it  necessary  to  ask  the  State  Board  for 
an  extension. 

If  a  disintei-ested  tribunal  was  empowered  to  review  complaints  we  might  find 
ourselves  in  the  same  position  of  some  agencies  acquiring  property  under  condem- 
nation with  a  jury  of  persons  who  have  had  no  training  or  experience  in  the  valua- 
tion of  pi'operty. 

The  assessor's  office  in  Sacramento  County  hears  all  complaints  brought  to  its 
attention  before  the  rolls  are  closed  and  if  the  taxpayer  goes  to  the  Board,  recom- 
mendation is  made  for  relief  if  it  is  felt  that  there  is  any  legal  justification. 

If  reductions  were  made  by  a  tribunal  for  reasons  of  inability  to  pay  there  could 
be  possibilities  of  an  invalid  roll  and  the  assessor  would  find  it  necessary  to  place 
the  same  assessment  on  the  roll  for  the  ensuing  year  if  the  value  used  was  correct. 
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PAUL  LEAKE 
Chairm.\n,  State  Board  of  Equalization 

Gentlemen  :  If  not  persuasive,  my  remarks  will  be  brief.  You  may  assume  that 
the  other  members  of  the  Board  concur  in  this  statement. 

Your  committee  now  is  considering  a  report  by  your  consultants,  which  is  of 
major  impact  to  all  California  taxpayers.  Recommendations  in  the  report,  if  adopted, 
would  sharply  jolt  the  economy  of  our  State. 

//  there  is  a  definite  disparity  between  utility  and  common  property  assessments 
the  problem  must  be  reckoned  with.  Then  this  disparity  is  in  direct  conflict  with 
existing  California  law. 

We  see  sound  reasons,  however,  for  not  adopting  the  supposedly  corrective  actions 
recommended  in  the  report. 

1.  A  shift  of  $95  t7iiUion  a  year  in  utilities  taxes  ivould  work  a  drastic  hardship 
on  counties  and  cities  which  depend  mainly  upon  utilities  to  finance  their  operations. 

Such  counties  as  Shasta,  Plumas,  Siskiyou,  Trinity,  Butte,  Contra  Costa,  Hum- 
boldt, El  Dorado,  Amador,  Alpine,  Fresno,  San  Bernardino,  Lassen,  Sierra  and 
Placer  and  many  cities  would  receive  a  lethal  blow  as  a  result  of  the  proposed  shift 
in  tax   burden. 

Even  if  the  shift  were  spread  out  over  a  period  of  years  (as  the  report  suggests) 
the  economy  and  the  very  lifeline  of  common  taxpayers  in  these  areas  woidd  be 
seriously  affected. 

Why  prolong  the  agony?  If  you,  personally,  were  going  to  be  liquidated,  would 
you  prefer  to  suffer  through  it  by  having  your  strychnine  in  small  doses?  Or  would 
you  rather  end  the  misery  by  passing  out  on  one  big  gulp? 

It  is  just  such  a  choice  that  the  consultants  offer  to  California  communities  which 
depend  upon  the  utilities  for  their  existence. 

2.  After  many  years  of  failing  to  come  to  grips  with  this  question,  time  is  of 
the  essence.  We  must  find  an  equitable  solution — fair  to  all — and  we  should  find 
it  at  this  Session. 

Communities   which   depend   directly    upon    the   utilities — and    all    others — should 
have  the  assurance  of  a  new,  fair  law.  Caught  up  as  they  are  in  a  wave  of  spiraling 
expenditures,  they  justly  ask  the  question  NOT  be  pigeon-holed  forever. 
We    must,    therefore,    find    a    reasonable    way    of    achieving    our    objective — and    we 
should  not  acknowledge  that  the  conflicting  interests  involved  are  irreconcilable. 
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.">.  Ill  (idilitiun.  fJic  j(iniii;i  effcri  o/  ihc  proposnl  fa.r  xlilft  iroiiUl  iiivicdsc  ihc 
hiinlen  of  all  comiiioii  iaxixiycm  in  all  JJH  ('nlifornin  coinilicK  who  ii-^iilil  he  required 
to  pick  up  the  tuh  for  ilir  utililics.  \o  other  efjeil  roulii  renult  from  the  grmlual 
inrreaur  of  tinsesuniciitx   on   (oiiitnoii   property. 

4.  Me  must  first  (lelrriuiiie  whether  puhlir  ulililies  tinii  other  forms  of  business 
lire  strirtly  )omp<irtihle.  Are  ire  itealinfl  with  like  art iri tics,  or  irith  nranfjes  and 
ijrupefruit .' 

'Vhv  primary  rlisiiiici  ion  iH-twecii  i>iil>iic  utililics  and  oIIkt  Inisiiicssi's  a  |)iiinl  to 
wliicli  voiir  ri'|»>rt  ;;ivt's  cinpliasis — is  that  iiK.iiopoli/  uliUlies  are  fiirored  forms  of 
piirute  enterprises  in  irhieh  normaJ  Inisiness  risks  ore  cushioned  by  leynl  regula- 
tion. Other  businesses  must  compete,  without  the  handy  leyat  crutch  whicli  ijum-' 
(intees  the  utilities  reasonable  return  on   their  investment. 

Only  utilities  opcrato  under  rate  structures  approved  liy  the  rnhlic  Itilities 
('(inimission.   What   other   industries   have  such   stable   jjuaranteesV 

When  utilities  are  faced  with  risinjj  costs  of  operation,  th«'y  can  increase  their 
rat4's  with  the  sanction  of  the  Pl'C.  Only  to  a  limited  di-jrref  can  other  husinesses 
pass  aloHK   their  advanced   costs   to   consumers. 

In  the  matter  of  credit,  monopoly  utilities  are  also  favored  in  our  e(oin)niy.  Cus- 
tomers either  pay  their  li;iht,  fuel  and  other  service  hills — or  else  I 

r>.  Many  other  ralid  reasons  crist  irhy  monopoly  utilities  should  recoynize  the 
justice  of  payiny   higher  assessments   than    common    property   owners. 

These  reasons  are  implicit   in   the  cnimpanies'  financial   statements. 

In  a  hoomiu},'  stock  market,  the  monopoly  utilities  are  the  BI>UE  CHIP  invest- 
ments. Stockholders  are  cjishiufr  in  on  their  investments.  And  tliat's  well  and  >;oo(l ; 
for  we  need  Ms  business  to  make  our  economy  lick.  We  find  no  fault  iritli  the  utili- 
ties because  they  are  fat  financially. 

(!.  Unlike  merchants,  farmers  and  business  i)eople  generally  they  are  not  on 
the  verge  of  having  to  mortgage  their  interests  and  i)roi)erty  to  s<iuare  accounts  with 
the   ta.x    collector. 

Certainly  the  Hoard  rejects  alike  the  philosophies  of  ".soak  the  rich"  and  "soak 
the  poor".  liut  we  will  insist  on  achieving  an  equit.ible  solution  to  this  problem, 
biised  on  a  realistic  ajiprais.-il  of  the  monopoly  utilities'  position  in  our  economy — 
and  their  relative  ability  to  make  a  just  return  to  a  State  which  gives  them  luiique 
.security   and   handsome  profits. 

7.   M'hat  is  a  just  solution f 

If  .\our  Committee  and  the  Legislature  agree  with  us  that  monopoly  utilities  have 
singular  opportunities  and  distinctive  privileges — and  therefore  should  be  assessed 
at  a  higher  ratio  th;»n  c(unmon  properties — then  i)erhaps  you  should  ask  the  people 
to  amend  the  C(mstituti(m  and  legalize  the  existing  procedure.  There  may  be,  how- 
ever, another  .solution  and  the  lioard  will  try  to  come  up  with  appropriate  sug- 
gestions. 

Finally,  the  Hoard  of  Eiiuulizafion   wishes  to  emphasize  these  points: 

^■irtually  iH'.v  action  that  yo\i  take  would  be  jireferable  to  lowering  a  $9.1  million 
iioom  on  the  common  property  taxpayer  and  at  the  .same  time  thrusting  our  .smaller 
<-ounties  and  taxpayers  out  in  the  snowstorm  with  a  shawl  around  their  heads. 

The  solution  to  the  problem  does  not  lie  in  the  impassione<l  pleas  for  justice-that- 
i.s-no-justice  by  the  monopoly  utilities'  spokcsnu'ii.  Xor  does  it  lie  in  a  weak-kneed 
fear  of  alienating  a  sizeable  number  of  voters. 

Kather.  it  lies  in  recognition  that  a  free  economy  demands  taxation  in  proportion 
to  the  iienefits  deriveil  from  our  econ<unic  .system.  This  is  a  tax  question  which  is 
mainly   a   legislative   responsibility. 

It  must  be  remembered  that  three  members  of  our  li»)ar(l  are  new  members. 
Xalurally,  they  would  hiqie  for  a  reasonable  time  to  study  the  problem^ 

However,  the  I'.oard  of  Equalization  desires  to  work  with  your  Committee  and 
the  Legislature.  We  will  give  the  I-egislature  strong  support  if  it  moves  in  the 
direction  of  equity. 

We  will  wholehc.irtfdly  oppo.sc  all  efforts  to  sabotage  .Tohn  Q.  California  and 
the  small  property  owner  and  bnsines.sman   in  our  State. 

Finally,  we  are  confident  that  you  will  he  reasonable  and  fair  in  the  actions 
you  take  to  resolve  a  tpieslion  that  has  hung  like  smog  over  the  Sl.ile  of  California 
since  11)40. 
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Hon.  Clenn  Coolidgk,  Chairman 

Joint  Interim  Commiffcc  on  Asi<ei<sm(iil  Practicvs 

Dear  Mr.  C'ooLiDCiK : 

Unfortunatoly  prior  (•oiiiinitnifnts  luaUc  il  iinii(issil)I('  for  inc  io  attoiid  the  meet- 
ings of  your  coininitt(>e  on  March  !)th  and   lOlh. 

I  have  therefore  retiuested  Mr.  McClunjc  of  ("alil'ornia  Uetaih-rs  Association  to 
transmit  this  letter  to  you. 

I  have  had  the  opportunity,  in  the  few  days  since  the  receipt  of  the  report  of 
your  consultant,  to  ulance  at  the  report  and  to  read  the  summary.  It  is  obvious 
that  the  recommendations  would  make  very  material  changes  in  the  assessment 
results,  if  not  the  assessment  practices,  throughout  the  State.  The  recommended 
changes  would,  of  necessity,  place  large  additional  financial  burdens  upon  real  and 
personal  property  which  is  now  burdened  very  heavily. 

These  two  factors  emphasize  the  importance  of  thorough  consideration  not  only 
of  the  validity  of  the  findings  and  recommendations  of  your  consultants  but,  assum- 
ing that  validity,  of  alternative  avenues  of  .solution. 

I  believe  that  most  of  those  interested  in  this  problem  cannot  complete  the  ueces- 
.sary  study  and  analysis  of  the  consultants'  reports  by  the  time  of  your  meetings 
and  in  fact  for  a  considerable  period  thereafter.  The  subject  is  much  too  important 
to  assume  infallibility  and  we  must  therefore  dissect  in  detail  every  phase  of  the 
operation.  This  takes  time  and  I  believe  that  the  situation  is  so  potentially  dam- 
aging to  our  economy  that  this  time  should  be  granted.  If  there  is  a  problem,  we 
have  had  it  for  a  long  time  and  it  is  conceded  that  if  there  is  improper  discrepancy 
it  is  a  gradually  narrowing  one. 

We,  therefore,  request  that  no  action  be  taken  on  the  recommendations  of  the 
consultants  at  this  time.  "We  would  like  to  suggest  that  the  committee  be  continued 
for  further  study  and  the  committee  appoint,  on  its  own  or  through  specific  authority 
granted  by  the  legislature,  an  advisory  committee  of  interested  persons  who  have  a 
knowledge  of  the  problems  and  the  law  and  who  have  specific  contact  with  or  repre- 
sentation of  affected  taxpayer's. 

Yours  very  truly, 

/s/  Adrian  A.  Kragen 

ew 
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County  of  Imperial 

EI  Centre,  California 

March  5,  1959 
Honorable  Senator  J.  Howard  Williams 
i^fate  Capitol  Building 
Sacramento,  California  , 

Dear  Mr.  Williams  : 

Hearings  commence  next  week  before  the  State  Legislature  Joint  Interim  Com- 
mittee on  Assessment  I'ractices  in  California  of  special  interest  to  all  taxpayers  is 
the  proposed  lowering  of  Public  Utility  assessments  to  a  lower  percentage.  If  this 
proposed  shift  in  assessment  values  is  allowed  it  would  result  in  around  a  40% 
reduction  to  the  Public  Utilities  and  an  increase  of  20%  to  local  properties.  I  am 
strongly  protesting  this  move. 

Yours  very  truly, 

/s/  John  Bowman 
Assessor-Collector 
County  of  Imperial 
State  of  California 
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LETTER  OF  TRANSMITTAL 

June  18,  1959 
The  Honorable  Glenn  M.  Anderson 
President  of  the  Senate 

Dear  Mr.  President  :  The  Senate  Interim  Committee  on  Prevention 
of  Automotive  Accidents  on  California  Highways,  pursuant  to  Senate 
Resolution  No.  174,  adopted  June  12,  1957,  presents  herewith  a  progress 
report  of  its  activities  and  the  results  of  its  investigation,  together  with 
recommendations. 

Respectfully  submitted, 

Charles  Brown,  Chairman 
Donald  L.  Grunsky,  Member 
Edwin  J.  Regan,  Member 
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INTRODUCTION 


In  1956,  California  artahied  Ae  questionable  distinction  of  liaving 
tte  w'^'  --  ~  -.-.'•—  '•'^^^ord  of  anv  State  in  the  Nation.  California 
had   :       r  -  injuries  and  aJmoet  $5<X),000  in  property 

damage. 

~  '  :   i-r.t  rr^^-r,:!  n  ~i.s  obvions 

*  -  -  -::  :  c.ir>  lt:  :Lr  I  r'7  Session 

?:   -  /::  :i  Xo.  174  which  set 

-..._  .  . -  ., .  .         . -,  -rd  ippr:;.r-late  for  review  bv  a 

special  Fact  Finding  Committee  on  Automotive  Accident  Prevention. 
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SENATE  RESOLUTION   NO.   174 
By  Senator  Brown 

Relative  to  tlio  creation  of  the  Senate  Interim  Committee  on 
Prevention  of  Automotive  Accidents  on  Calit'ornia  Highways 

Resolved  hy  the  Senate  of  the  State  of  California,  As  follows: 

1.  The  Senate  Interim  Committee  on  Prevention  of  Automotive  Ac- 
cidents is  hereby  created  and  authorized  and  directed  to  ascertain, 
study  and  analyze  all  facts  relating  to  the  causes  and  effects  of  auto- 
motive accidents  on  highways  of  California,  in  order  to  drastically 
reduce  and  prevent  automotive  accidents,  including  but  not  limited  to 
the  following : 

(a)  The  administration  and  operation  of  programs  of  control  and 
regulation  of  licensing  drivers. 

(b)  The  administration  and  effectiveness  of  drivers  education  in 
schools  and  otherwise,  including  textbooks  and  methods  of  instructions. 

(c)  Tlie  laws  relating  to  traffic  regulation  and  their  effectiveness, 
including  speed  control  by  radar  and  otherwise. 

(d)  The  enforcement  of  the  laws  relating  to  traffic  violations  and  the 
penalties  meted  out  to  offenders. 

(e)  The  causes  of  accidents  on  open  highways,  in  semideveloped 
areas,  in  small  communities,  towns,  and  cities,  under  varying  conditions 
of  weather  as  well  as  in  relation  to  holidays  and  periods  during  non- 
holidaj's. 

2.  The  committee  shall  consist  of  three  members,  appointed  by  the 
Committee  on  Rules.  Vacancies  occurring  in  the  membership  of  the 
committee  shall  be  filled  by  the  Committee  on  Rules. 

3.  The  committee  is  authorized  to  act  during  this  session  of  the  Legis- 
lature, including  any  recess,  and  after  final  adjournment  until  the  com- 
mencement of  the  1959  Regular  Session,  Avith  authority  to  file  its  final 
report  not  later  than  the  fifteenth  day  after  the  constitutional  recess. 
The  time  for  filing  the  final  report  shall  not  be  extended. 

4.  The  committee  and  its  members  shall  have  and  exercise  all  of  the 
rights,  duties  and  powers  conferred  upon  investigating  committees  and 
their  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate  and 
Assembly  and  of  the  Standing  Rules  of  the  Senate  as  they  are  adopted 
and  amended  from  time  to  time  at  this  session,  which  provisions  are 
incorporated  herein  and  made  applicable  to  this  committee  and  its 
members. 

5.  The  committee  has  the  follow'ing  additional  powers  and  duties: 

(a)  To  select  a  chairman,  and  vice  chairman  from  its  membership. 

(b)  To  contract  with  such  other  agencies,  individuals,  public  or  pri- 
vate, as  it  deems  necessary  for  the  rendition  and  affording  of  such 
services,  facilities,  studies  and  reports  to  the  committee  as  will  best 
assist  it  to  carrj'  out  the  purpose  for  which  it  is  created. 
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(c)  To  cooperate  with  and  secure  the  cooperation  of  county,  city 
and  county  and  other  local  law  enforcement  ag:eneies  in  invest iyatin<>: 
any  matters  within  the  scope  of  this  resolution  and  to  direct  the  sheriff 
of  any  county  to  serve  subpenas,  orders  and  other  process  issued  by  the 
committee. 

(d)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time,  and  at  any  time,  not  later  tliaii 
herein  provided. 

(e)  To  do  any  and  all  other  things  necessary  or  convenient  to  enable 
it  fully  and  adequately  to  exercise  its  powers,  perform  its  duties  and 
accomplish  the  objects  and  purposes  of  this  resolution. 

6.  The  sum  of  fifteen  thousand  dollars  ($15,000)  or  so  much  thereof 
as  may  be  necessary  is  hereby  made  available  from  the  Contingent  Fund 
of  the'  Senate  for  the  expenses  of  the  committee  and  its  members  and  for 
any  eliarges.  expenses  or  claims  it  may  incur  under  the  resolution,  to 
bepaid  from  the  said  contingent  fund  and  disbursed,  after  certification 
by  the  chairman  of  the  committee,  iiiton  warrants  drawn  by  tlie  State 
Controller  upon  the  State  Treasurer. 


Senate  Resolution  No.  174  was  supplemented  during  the  1958  Ex- 
traordinary Session  of  the  Legislature  by  Senate  Resolution  No.  15 
which  specifically  set  forth  additional  areas  of  study. 

SENATE  RESOLUTION  NO.  15 

Relative  to  directing  the  Senate  Interim  Committee  on  Prevention  of 
Automotive  Accidents  on  California  Highwa.vs  to  studj^  problems  in 
connection  with  unprotected  grade  crossings  in  California 

Whereas,  It  has  come  to  the  attention  of  the  Senate  of  the  State  of 
California  that  there  are  in  this  State  several  thousand  railroad-high- 
way grade  crossings  which  are  unprotected  by  mechanical  warning  de- 
vices ;  and 

"Whereas,  There  appears  to  be  some  evidence  to  indicate  that  a  sub- 
stantial majority  of  the  numerous  automobile-train  accidents  which 
occur  annually  at  sueli  crossings  could  be  prevented  by  the  installation 
of  mechanical  warning  devices;  and 

Whereas,  The  installation  of  such  devices  at  such  crossings  would 
reduce  the  increasingly  serious  annual  toll  of  human  lives  and  property 
damage  caused  by  accidents;  now,  therefore,  be  it 

Fr<tolvc(l  hy  the  Senate  of  the  State  of  California,  That  the  Senate 
Interim  Committee  on  Prevention  of  Automotive  Accidents  on  Cali- 
fornia Highways,  created  by  Senate  Resolution  174  of  the  1957  Regular 
Session,  in  addition  to  the  other  nuitters  assigned  to  it  for  study,  is 
hereby  directed  to  ascertain,  study  and  analyze  all  facts  relating  to  the 
need  for  installation  of  mechanical  warning  devices  at  all  unprotected 
grade  crossings  in  California  formed  by  the  intersection  of  any  public 
road  or  highway  with  a  railroad  track,  including  the  desirability  and 
feasil)ility  of  providing  state  financial  assistance  to  local  governments 
or  railroad  companies  in  the  installation  of  such  devices,  and  to  con- 
sider the  desirability  of,  or  necessity  for,  legislation  in  that  field  and  to 
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report  thereon  to  the  Senate  on  or  before  the  30th  day  of  the  1959 
Regular  Session  of  the  Legislature,  including  in  its  report  recommenda- 
tions for  appropriate  legislation. 

SCOPE  OF  PRELIMINARY  STUDY 

Very  early  in  its  study  the  Senate  Coinmittee  on  Automotive  Acci- 
dent Prevention  on  California  Iliglnvays  discovered  that  the  subjects 
enumerated  in  Senate  Kesolutions  Nos.  174  and  15  were  complex  and 
inter-related. 

It  -was  therefore  decided  that  the  preliminary  study  should  include, 
as  far  as  possible,  an  exi)loration  of  the  following  important  factors 
relating  to  traffic  safety  and  accident  prevention : 

1.  Driver  education  and  training. 

2.  Driver  examination  and  licensing. 

3.  Law  enforcement. 

4.  Control  of  speed. 

5.  Traffic  laws  and  ordinances. 

6.  Signs,  signals,  and  markings. 

7.  Safe  condition  of  vehicles. 

8.  Testing  devices  for  intoxication. 


DRIVER-OPINION  SURVEY 

The  many  elements  presumed  to  contribute  to  automotive  accidents 
clearly  indicated  to  the  committee  that  its  initial  approach  should  be 
the  accumulation  of  points  of  view  of  California  drivers-  The  commit- 
tee was  particularly  fortunate  in  having  made  available  to  it  the  fol- 
lowing questionnaire  which  had  been  prepared  by  the  Center  of  Safety 
Education,  New  York  University,  New  York. 
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Statewide  interest  and  response  to  the  driver-opinion  survey  was 
immediate  from  every  walk  of  social  and  economic  life.  In  addition  to 
the  returned  questionnaires,  thousands  of  letters  and  postal  cards  were 
received.  About  15  percent  of  the  que.stionnaires  contained  comments 
and  sug^'estions  on  the  reverse  side  and  more  than  double  that  number 
gave  names  and  addresses  although  the  survey  was  "secret."  A  point 
of  unusual  significance  was  that  as  many  as  50,000  questionnaires  were 
answered. 

The  survey  disclosed  another  point  of  more  than  ordinary  signifi- 
cance in  that  many  letters  and  comments  expressed  the  gratitude  of  the 
writers  to  Senator  Brown  and  the  committee  members.  Senators  Grun- 
sky  and  Regan,  for  giving  them  their  first  opportunity  to  present  views 
and  ideas  directly  to  the  Senate. 

The  following  tabulation  of  replies  to  the  driver-opinion  survey  is 
assurance  that  the  public  is  intensely  interested  and  concerned  with 
traffic  problems  and  highway  accident  prevention. 

TABULATION    OF    REPLIES    TO    DRIVER-OPINION    SURVEY    PREPARED    FOR   THE 

COMMITTEE    BY    THE    CENTER   OF    SAFETY    EDUCATION    OF 

NEW   YORK    UNIVERSITY 

Of  the  automobile  drivers  who  replied  to  the  questionnaire  prepared 
by  the  Center  for  Safety  Education,  New  York  University,  the  follow- 
ing facts  were  revealed  about  the  drivers. 
A 

Question 

number 

on  survey 

5.  Occupations  varied  from  individuals  in  highly  responsible  posi- 
tions to  those  in  the  regular  or  ordinary  walks  of  life. 

3.  62  percent  were  male  and  38  percent  female  drivers. 
2.      Ages  of  drivers 

4.3  percent  were  between  10  and  10  years  of  age 

27.7  percent  were  between  20  and  29  years  of  age 

21.8  percent  were  between  30  and  39  years  of  age 
23.4  percent  were  between  40  and  49  years  of  age 

16.2  percent  were  between  TK)  and  59  years  of  age 
6.6  percent  were  over  60  years  of  age 

4.  Number  of  years  driving 

52.1  percent  had  driven  from     1  to     6  years 

17.3  percent  had  driven  from     7  to  20  years 
19.1  percent  had  flrivt-n   from  21  to  30  years 

9.4  percent  had  driven  from  31  to  40  years 
2.1  percent  had  driven  over  40  years 

6.  How  drivers  learned  to  drive 

33.1  percent  were  taught  by  their  fathers 

0.8  percent  were  taught  by  their  mothers 

10.4  percent  were  taught  by  their  husband 
3.4  percent  were  taught  by  their  brother 
2.6  percent  were  taught  by  a  relative 

19.9  percent  were  taught  by  a  friend 

22.5  percent  were  self  taught 

7JS  percent  had  attended  traflBc  education  classes 
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B 

Question  Percentayes: 

numler  Utrongly  Unde-       Dis-     Strongly 

on  survey  ayree      Agree       cided       agree     disagree 

1.  Examinations  for  the  driver's  li- 
cense should  be  made  more  strict-  18.5         40.9         10.4         29.1  1.1 

2.  The  law  should  be  more  tolerant 
of    violations    by    newly    licensed 

drivers    0  9.1  0.1         09.7         15.0 

4.  You    cannot    change    bad    driving 

habits 0  1.9  4.5         53.1         40.5 

5.  It's  all  right  for  a  person  to  dis- 
regard   a    traffic   regulation    if    he 

thinks  he  will  not  hurt  anyone   __     0  0.7  4.S         36.4         58.1 
7.      The   best  answer   to   the  accident 
problem  is  to  build  more  and  bet- 
ter  roads 4.3         14.7         13.9         53.8         13.3 

9.  On  modern  superhighways  most 
people  can  drive  for  hours  without 
resting    0.8         20.8  7.1         53.1         18.2 

10.      The   law    picks    on    young    people 

more  than  on  adults 10.4         34.7         12.1         36.4  7.3 

12.  Most  accidents  happen  because  a 
person  is  "at  the  wrong  place  at 
the  wrong  time" 4.3         17.3  4.2         45.1         29.1 

14.      All  prospective  drivers  should  take 

a  course  in  safe  driving 37.2         49.5         11.2  2.1  0 

IG.  Strict  enforcement  of  traffic  regu- 
lations is  the  best  way  to  prevent 
accidents    28.8         50.9  8.2         12.1  0 

17.  Every  driver  should  be  required  to 

have  his  car  inspected  twice  a  year  13.9         49.5         12.3         23.3  1.0 

18.  Every  motorist  should  be  required 
to  pass   a   driving   skill   test  once 

in  five  years 19.9         61.9  9.5  8.6  0.1 

19.  The  individual  driver  is  the  best 
judge   of   the   speed   at   which   he 

should  drive 4.3         22.5  6.1         48.6         18.5 

20.  Drivers  convicted  of  driving  while 
under     the     influence     of     liquor 

should  have  their  licenses  revoked  31.2         38.3         16.2         10.4  3.9 

21.  Pedestrians  should  yield  the  right 

of  way  to  motorists 2.6         18.2         16.5         45.1         17.6 

23.  Drivers  who  do  not  drive  well  are 

the  cause  of  most  accidents 16.2         42.5  3.4         30.4  7.5 

22.  Drivers'  opinion  on  ability  to  drive 

Thought  they  were  a  very  good  driver 8.6  percent 

Thought  they  were  a  good  driver 60.7  percent 

Thought  they  were  an  average  driver 15.2  percent 

Thought  they  were  a  fair  driver 12.5  percent 

Thought  they  were  not  a  good  driver 3.0  percent 

24.  Of  drivers  making  replies  42.1  percent  had  been  in  accidents  resulting  in 
injury  to  persons  or  in  damage  to  property. 

53.8  percent  said  it  was  entirely  the  fault  of  the  other  driver 
23.8  percent  said  they  did  not  know  who  was  at  fault 
22.4  percent  said  it  was  their  own  fault 

No  tabulation  wa.s  prepared  of  the  answers  to  Questions  3,  6,  8,  11, 
13,  and  15  of  Part  B,  all  of  which  related  indirectly  to  law  enforce- 
ment, for  the  reason  that  the  committee  hoped  to  delve  into  this  subject 
more  objectively  later  in  its  stud}''. 
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PUBLIC   OPINION   POLL 

The  committee,  in  order  to  obtain  as  comprehensive  a  statewide  view- 
point as  possible,  anjrniontod  the  driver-opinion  qnestionnairo  with  a 
pnblic  o])inion  (inestioiniaire  whicli  had  as  its  objective  the  secnrin<2r  of 
firstliand  knuwledfre  of  what  California  antomobile  drivers  think  abont 
specific  problems  affecting  traffic  safety  and  prevention  of  highway 
accidents. 

There  were  fonr  variations  of  this  pnblic  opinion  questionnaire ; 
hoAvever,  the  basic  subjects  remained  intact.  Again,  the  interest  and 
response  was  immediate  from  persons  in  ever}'  walk  of  social  and  eco- 
nomic life  in  Califoi-nia. 

To  assist  the  reader  in  correlating  the  tabulation  of  replies  with  the 
individual  questionnaires,  the  four  forms  used  are  set  forth  in  full. 

QUESTIONNAIRE   A 

Senate  Interim  Committee  on  Prevention  of  Automotive  Accidents 
on  California  Highways 

Senator  CharU'S  Brown,  Chairman  ;  Senator  Donald  L.  Grnnsky 
and  Senator  Edwin  J.  Rejian 
This  (luestionnaire  has  been  prepared  so  that  antomobile  drivers  of  California  may 
have  an   opportnnity   to  express  personal  ideas  and  opinions  on  the  problems  that 
affect  traffic  safety. 

Yes       No 

1.  Should  the  speed  limit  be  increased  from  05  to  65  miles  per  hour?     

2.  Should  night  speed  be  limited  to  50  miles  per  hour? 

3.  Should  driver  license  examinations  be  more  rigid? 

4.  Should  drivers  susiiected  of  lirunk  driving  be  given  tests? 

5.  Should  the  Highway  Patrol  use  a  limited  number  of  unmarked  cars 

to  detect  serious  violations  of  traffic  laws? 

G.  Should  radar  be  used  for  traffic-law  enforcement? 

7.   Should   traffic  laws  be  more  strictly  enforced? 

S.   Sliould  more  trafhc  education  schools  be  establi-shed? 

9.   Should  more  severe  punishment  be  given  to  violators  of  accident- 

causing-type  of  traffic  violations? 

10.  Are  the  courts  too  lenient  with  traffic  law  violators? 

11.  Should  courts  be  established  with  appointed  judges  specially  trained 

to  try  traffic  law  violators? 

12.  Should  jail  sentences  be  given  to  drivers  with  suspended  license  or 

without  any  license? 

13.  Should  there  be  more  patrolling  of  the  highways? 

14.  Do  you  believe  that  courtesy  and  good  manners  help  to  reduce  traf- 
fic   accidents?    

Please  make  additional  comments  on  the  reverse 
of  this  card,  or  you  can  write  directly  to : 

Sknator  Cii.vrlks  Rkown 
Koora  3048,  State  Capitol,  Sacramento,  California 
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QUESTIONNAIRE    B 

Senate  Interim  Committee  on  Prevention  of  Automotive  Accidents 
on  California  Highways 

Soiuitor  Charles  P>r()\vii,  ('lijiinii;in  ;  Scnnfor  Doiuild  L.  (Jruiisky 
and  Soiia(<)r  Edwin  J.  Ilcf^an 
This  questionnaire  has  been  prepared  so  that  automol)ih'  drivers  of  California  may 
have   an  opportunity  to   express  personal   ideas  and   opinions  on  the  problems  that 
affect  trafiic  safety.  Your  opinions  will  be  tabulated  and  used  in  preparing  legisla- 
tion to  i)rev('nt  traftic  aecidenls. 

Yes       No 

1.  Should  the  speed  limit  he  increased  from  nn  to  05  miles  per  hour?     

2.  Should  night  speed  be  limited  to  HO  miles  per  hour? 

3.  Should  driver  license  examinations  be  more  rigid? 

4.  Should  drivers  susqiected  of  drunk  driving  be  given  tests?    

5.  Should   the   Highway   Patrol  use  unmarked   cars  to  detect  serious 
violations  of  traffic  laws  and  dangerous  drivers? 

n.   Should  radar  be  used  for  trafhc-law  enforcement? 

7.   Should   traflic  laws  be  more  strictly  enforced? 

S.   Should  more  traflic  education  schools  be  established? 

0.  Should  more  severe  punishment  be  given  to  violators  of  accident- 
causing-type  of  traffic  violations? 

10.  Are  the  courts  too  lenient  with  traffic  law  violators? 

11.  Do  you  believe  that  present  speed  limits  on  most  highways  are  too 
low or  too  high or  do  you  think  the  speed  limits 

are  realistic  and  are  good  as  they  now  are? 

12.  Should  .iail  sentences  be  given  to  drivei-s  with  suspended  license  or 

without  any  license? 

13.  Should  there  be  more  patrolling  of  the  highways? 

14.  Do   you   believe   that  MORE   warning   signs  about  where   to   slow 
down,   or   increase   speed,   and   about   curves,   hills,   and   dangerous 

road  conditions  would  help  prevent  traffic  accidents? 

In  addition  to  answering  the  questions,  the  committee  asks  you  to  write  a  letter 
if  you  want  to  express  your  personal  opinions  about  any  traffic  or  accident  preven- 
tion problem.  You  do  not  have  to  give  your  name  if  you  do  not  wish  to  do  so.  Send 
the  questionnaire  and  remarks,  if  any,  to  : 

Senator  Charles  Brown 

Room  3048,  State  Capitol,  Sacramento,  California 

or  give  to  your  CSEA  chapter  officer 

QUESTIONNAIRE   C 

Senate  Interim  Committee  on  Prevention  of  Automotive  Accidents 
on  California  Highways 

Senator  Charles  Brown,  Chairman  ;  Senator  Donald  L.  Grunsky 
and  Senator  Edwin  J.  Regan 
This  questionnaire  has  been   prepared  so  that  automobile  drivers  will  have  the 
opportunity  to  express  their  ideas  and  opinions  on  traffic  safety  and  accident  pre- 
vention  problems.   Your  opinions   will   be   used   in  preparing  legislation   to  prevent 
traffic  deaths  and  accidents. 

Fes       No 

1.  Should  the  speed  limit  be  increased  from  55  to  65  miles  per  hour?     

2.  Should  highway  night  si^eed  be  less  than  days? 

3.  Should  driver  license  examinations  be  more  rigid? 

4.  Should  drivers  suspected  of  drunk  driving  be  given  tests? 

5.  Should  the  Highway  Patrol  use  a  limited  number  of  unmarked  cars 

to  detect  serious  traffic  violations  and  dangerous  drivers? 

0.   Should  radar  be  used  to  enforce  traffic  laws? 

7.  Should  trafiic  laws  be  more  strictly  enforced? 

8.  Should  there  be  more  traffic  education? 

9.  Should  there  be  more  severe  punishment  for  accideut-causing-type 

of  traffic  violations? 

10.  Are  the  courts  too  lenient  with  traffic-law  violators? 
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Yes       No 

11.  Do  you  believe  speed  limits  are  too  low Do  you  believe 

speed  limits  are  too  high Do  you  believe  speed  limits  are 

fjood   as  tliey   are?   

12.  Should  jail   sonU'nces  be  given   to  drivers  with  suspende<l  license 

(ir  without  any  license? 

13.  Should  more  patrol  cars  be  used  on  the  highways? 

14.  "Would  more  warning  signs  help  prevent  accidents? 

15.  Should  traffic  fines  or  penalties  for  each  kind  of  violation  be  uni- 
form throughout  the  State? 


You  do  not  have  to  give  your  name  and  address  but  the  committee  w^ould  like  you 
to  give  thom  .'so  that  reports,  traffic  safety  literature  and  information  can  be  sent  to 
you.  In  addition  to  answering  the  questions  the  committee  invites  you  to  write  a 
letter  and  express  your  own  opinions  about  any  traffic  or  accident  prevention  prob- 
lem about  which  you  are  personally  interested. 
Please  send  your  answered  questionnaire  to : 

Senator  Charles  Brown 

Room  304S,  State  Capitol,  Sacramento,  California 

or  return  it  to  the  organization  or  club  that  gave  it  to  you. 

QUESTIONNAIRE    D 

Senate  interim  Committee  on  Prevention  of  Automotive  Accidents 
on  California  Highways 

Senator  Charles  Brown,  ("hairnian 
Senator  Donald  L.  Grunsky  and  Senator  Edwin  J.  Regan 
This  questionnaire  gives  drivers  opportunity  to  express  opinions  on  traffic  problems, 
it  will  be  a  guide  in  preparing  legislation  to  prevent  traffic  accidents. 

Yes      No 

1.  Should  the  speed  limit  on  open  highways  be : 

(Check  one  only  :) 

55  miles  per  hour  maximum 

or  GO  miles  per  hour  maximum 

or  G5  miles  per  hour  maximum 

or miles  per  hour  maximum 

2.  Should  driver  license  examinations  be  more  strict  and  comprehen- 
sive in  order  to  determine  a  driver's  real  ability  to  drive  an  auto- 
mobile safely? 

3.  In  traffic  accident  cases  should  it  be  mandatory  for  persons  sus- 
pected of  being  drunk  to  take  a  chemical  test? 

4.  Shouhl  law  enforcement  agencies  use  a  limited  number  of  un- 
marked cars  to  apprehend  drivers  whose  driving  habits  and  traffic 

violations  endanger  lives  of  other  motorists? 

5.  Should  behind  the  wheel  training  he  mandatory  in  high  school 
BEFORE  students  reach  age  IG  and  apply  for  driver's  license? 

G.   Should  traffic  laws  be  more  strictly  enforced  by  the  courts? 

7.  Do  you  think  some  courts  too  lenient  with   traffic-law  violators? 

8.  Sliould  severe  punishment  be  given  to  drivers  found  guilty  of  acci- 
dent-causing type  of  traffic  violations? 

0.  Should  a  driver's  license  be  suspended  on  first  conviction  of  drunk 

driving?    

10.  Should   a    jail   sentence   be   given   drivers   who   drive   after   their 

license   has  been   suspended   or   revoked? 

11.  Should  traffic  cases  l)e  heard  only  before  a  judge  specially  trained 

or  experienced  to  try  traffic  law  violators? 

12.  Should  California  have  a  uniform  schedule  of  fines  and  penalties 

for  each   kind   of   traffic   violation    to   l)e   followed    l)y    all   courts? 

13.  Do  you  believe  that  warnings  and  sjieed  limits  should  be  painted 

on  highway  ])av<'infnts,   iri  addition   to  existing  sign  posting? 

1  }.  Would   you    be   willing   to   pay   a   higher   driver  license   fee   if  the 

increase  is  used   to  help  iirevent   traffic  accidents? 

15.  Sliould  cars  be  inspected  annually  for  electrical,  mechanical,  and 

brake  safety? 

We  do  not  ask  your  name  and  address,  but  if  you  give  it  safety  literature  can  be 
gent  to  you.  We  also  ask  you  to  write  a  letter  about  any  traffic  problem  in  which  you 
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are  interested.  You  can  also  use  the  back  of  this  questionnaire  for  coinmenls  or  your 

name  if  you  desire. 

Send  answered  questionnaire  and  letters  to : 

Sknatok  Charles  Brown 

Room  421,  State  Capitol,  Sacramento,  California 

OR  to  the  organization  or  club  that  gave  it  to  you 

TABULATION  OF  REPLIES 

The  total  nitmber  of  questionnaires  printed  and  distributed  is  esti- 
mated at  695,000  copies.  This  total  includes  280,000  printed  and  dis- 
tributed by  the  Senate  Interim  Committee  on  Prevention  of  Automo- 
tive Accidents  on  California  Highways,  120,000  printed  and  distributed 
privately  by  industrial  firms,  business  organizations,  insurance  carriers, 
safety  councils,  clubs,  etc.,  295,000  reprinted  in  publications  of  the 
California  State  Employees'  Association,  California  Congress  of  Par- 
ents and  Teachers,  Inc.,  and  the  California  Farm  Bureau  Federation. 
The  total  number  of  copies  circulated  does  not  include  the  reprint  made 
in  "Traffic  Safety"  of  the  National  Safety  Council,  nor  are  the  replies 
received  through  that  medium  included  in  the  tabulation  of  replies 
which  follows : 

TABULATION   OF    REPLIES   BY   SUBJECT  MATTER   AND   ON   A   STATEWIDE   BASIS 

(Questionnaires  A,  B,  C,  D) 

Question- 
naire No 
used                                                 Speed  Limits                                   Yes      No  opinion 

1.  A-B-C    Should   the   speed   limit   be   increased   from   55   to  65 

miles   per   hour?    63.9  35.2       .9 

2.  B-C        Do  you  believe  speed  limits  are  too  low? 77.3  17.6  5.1 

Do  you  believe  speed  limits  are  too  high? 33.1  62.6  4.3 

Do  you  believe  speed  limits  are  good  as  they  are? 32.6  63.0  4.4 

3.  D  Should  the  speed  limit  on  open  highways  be  : 

55  miles  per  hour  maximum 9.0 

or  60  miles  per  hour  maximum 23.3 

or  65  miles  per  hour  maximum 51.2 

or  70  miles  per  hour  maximum 6.8 

No  limit 7.3  —  2.4 

Night  Speed  Limits 

4.  A-B        Should  night  speed  be  limited  to  50  miles  per  hour? 48.4     49.6     2.0 

5.  C  Should  highway  night  speed  be  less  than  day? 71.7     26.9     1.4 

Driver  Examinations 

6.  A-B-C    Should  driver  license  examinations  be  more  rigid? 66.9     31.7     1.4 

7.  D  Should  driver  license  examinations  be  more  strict  and 

comprehensive   in  order   to  determine  a   driver's  real 

ability  to  drive  an  automobile  safely? 73.5     20.4     6.1 

8.  D  AVould  you  be  willing  to  pay  a  higher  driver  license 

fee  if  the  increase  is  used  to  help  prevent  traffic  acci- 
dents?    67.1     30.5     2.4 

Courtesy 

9.  A  Do  you  believe  that  courtesy  and  good  manners  help 

to  reduce  traffic  accidents? 97.9       1.8     0.3 

Education 

10.  A-B        Should  more  traffic  education  schools  be  established?  78.5     18.1     3.4 

11.  B-C        Should  there  be  more  traffic  education? 91.7       6.0     2.3 

12.  D  Should  "behind  the  wheel"  training  be  mandatory  in 

high  school  before  students  reach  age  16  and  apply  for 

driver's  license? 72.5     25.3     2.2 
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Question- 
naire No 
used                              Driving  Under  Influence  of  Alcohol                yes      No  opinion 

13.  A-B-C    Should   drivers  suspected  of  drunk   driving   be  given 

tests?     92.8       6.2     1.0 

14.  D  In   traffic  accident  cases  should  it  be  mandatory  for 

persons  suspected  of  being  drunk  to  take  a  chemical 

test?     82.3     15..5     2.2 

l;j.  D            Should  a  driver's  license  be  suspended  on  first  convic- 
tion of  drunk  driving? 58.G     30.1     2.3 

Unmarked  Patrol  Cars 
IG.  A             Should  the  Highway   Patrol  \is<'  a  liniitod  number  of 
unmarked   cars   to  detect  serious  violations   of  traffic 
laws?     61.2     3G.7     2.1 

17.  B-C        Should  the  Highway  Patrol  use  a  limited  number  of 

unmarked  cars  to  detect  serious  traffic  violations  and 

dangerous  drivers? 69.G     29.1     1.3 

18.  D  Should  /rtir  enjorcemeni  agencies  use  a  limited  number 

of  unmarked  cars  to  apprehend  drivers  whose  driving 
habits  and  traffic  violations  endanger  lives  of  other 
motorists?    59.1     40.G     0.3 

Radar 

19.  A-B-C    Should  radar  be  used  for  traflic  law  enforcement?  _—  68.4     29.6     2.0 

Law  Enforcement 

20.  A-B-C    Should  traffic  laws  be  more  strictly  enforced? 77.8     19.4     2.8 

21.  A-B-       Should  more  severe  punishment  be  given  to  violators 

C-D        of  accident  causing  type  of  traffic  violations? 75.3     18.9     5.8 

22.  D  Do  you  think  some  courts  too  lenient  with  traffic  law 

violators?    67.8     27.0     5.2 

23.  A-B-C    Are  the  courts  too  lenient  with  traffic  law  violators?  59.3     31.4     9.3 

24.  A-B-C    Should  jail   sentences   be   given   to   drivers  with   sus- 

pended license  or  without  any  license? 75.2     21.1     3.7 

25.  D  Should  a  jail  sentence  be  given  drivers  who  drive  after 

their  license  has  been  suspended  or  revoked? 79.9     17.7     2.4 

Judicial 

26.  A  Should   Courts  be  established   with   appointed   judges 

specially  triiiued  to  try  traffic  law  violators? 6G.4     27.8     5.8 

27.  B-C        Should  traffic  cases  be  heard  only  before  a  judge  spe- 

cially    trained    or    experienced     to     try     traffic    law 

violators?    79.7     17.0     3.3 

Fines  and  Penalties 

28.  D  Should    Califoriiia    have    a    uiiifnnn    schedule    of    fines 

and  penalties  for  each  kind  of  traffic  violation  to  be 

followed  by  all  courts?   87.9       9.5     2.6 

Patrol    Cars 

29.  A-B-C    Should  more  patrol  cars  li.-  iiscil  ..n  the  highways?.^-  70.8     22.9     6.3 

Signs  and  Warnings 

30.  B  Do  you  believe  that  more  warning  signs  about  where 

to  sbnv  down,  or  increase  speed,  and  about  curves, 
hills,  and  dangerous  road  conditions  would  help 
prevent  traffic  accidents? 74.1     23.8     2.1 

31.  C  Would  more  warning  signs  help  prevent  accidents? _.    G.".2     29.7     5.1 

32.  D  Do  you  believe  that  warnings  and  sjieed  limits  should 

lie  painted  on  highway  pavements,  in  addition  to  ex- 
isting sign  posting?   71.5     25.8     2.7 

Annual  Car  Inspection 

33.  D  Should  cars  be  inspected  annually  fur  electrical,  me- 

chanical, and  brake  safety? 87.9      9.5     2.6 
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TABULATION   OF   REPLIES   BY   SELECTED   GROUPS 

1.   Courts  and  Law  Enforcement  Agencies 

The  S'roups  roprosontod  in  this  tjihiihition  arc  (losJRnatod  as  iiidicatod  : 

a.  Mnnioipal  and  Justioo  Court  Judges  (372) 

b.  Sheriffs,  city  police,  and  peace  officers,  not  includinp:  (lie  California  Ilifchway 
Patrol  (2S21) 

c.  California  Highway  Patrol  (648) 

Replies  to  Questionnaire  D  were  tabulated  separately  and  were  not  included  with 
the  preceding  Public  Opinion  Poll  tabulation.  j^Tq 

la.  Should  the  speed  limit  on  open  highways  be  :  ^'^^      ^o    opinion 

55  miles  per  hour  maximum 8.1 

60  miles  per  hour  maximum 26.2      

65  miles  per  hour  maximum 55.6 

70  miles  per  hour  or  over 6.1      4.0 

lb.  Should  the  speed  limit  on  open  highways  be : 

55  miles  per  hour  on  2  lane 5.9 

55  miles  per  hour  maximum 11.8      

60  miles  per  hour  maximum 17.6 

65  miles  per  hour  maximum 61.3 

70  miles  per  hour  maximum 3.4      

Ic.   Should  the  speed  limit  on  open  highways  be : 

55  miles  per  hour  maximum 1.4 

60  miles  per  hour  maximum 5.8      

65  miles  per  hour  maximum 91.3      

70  miles  per  hour  maximum 1.4      

Note:  There  Avas  no  indecision  or  lack  of  opinion,  all  speeds  were  specified 
by  the  individual  answering  the  questions  on  speed  limits. 
2a.  Should  driver  license  examination  be  more  strict  and  com- 
jirehensive  in  order  to  determine  a  driver's  real  ability  to 

drive  an  automobile  safely? 74.0     23.1       2.9 

2b. 79.4     20.6         .0 

2c. 97.1       2.9         .0 

3a.  In  traffic  accident  cases  should  it  be  mandatory  for  persons 

suspected  of  being  drunk  to  take  a  chemical  test? 86.1     13.9         .0 

3b. 85.3     14.7         .0 

3c. 90.7       8.9         .4 

4a.  Should  law  enforcement  agencies  use  a  limited  number  of 
unmarked  cars  to  apprehend  drivers  whose  driving  habits 

and  traffic  violations  endanger  lives  of  other  motors? 85.4     14.6         .0 

4b. 94.2       5.8         .0 

4c. , 96.2       3.8         .0 

5a.  Should    behind-the-wheel    training    be    mandatory    in    high 
school    BEFORE    students    reach    age    16    and    apply    for 

driver's  license? '. 84.0     12.1       3.9 

5b. 96.6      3.4         .0 

5c. 87.0     11.7       1.3 

6a.  Should  traffic  laws  be  more  strictly  enforced  by  the  courts?  74.1     16.1       9.8 

6b. 79.0     17.6       3.4 

6c. 91.8       4.5       3.7 

7a.  Do    you    think    some    courts    too    lenient    with    traffic-law 

violators?    82.3     10.1       7.6 

7b. 93.8       6.2         .0 

7c. 95.7       2.8       1.5 

8a.  Should  severe  punishment  be  given  to  drivers  found  guilty 

of  accident-causing  type  of  traffic  violations? 76.5     17.4       6.1 

8b. 71.0     17.2     11.8 

8c. 82.5     10.2       7.3 

9a.  Should  a  driver's  license  be  suspended  on  first  conviction 

of  drunk  driving? 57.2     37.6       5.2 

9b. 61.6     35.2       3.2 

9c. 65.3     30.8       3.9 
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No 

Yes  No  opinion 
10a.  Should  a  jail  sentence  be  given  drivers  who  drive  after  their 

license  has  been  suspended  or  revoked? 76.6  17.4  6.0 

10b. 96.7  3.3  .0 

10c. 94.4  2.7  2.9 

11a.  Should  traflSe  cases  be  heard  only  before  a  judge  specially 

trained  or  experienced  to  try  traffic  law  violators? 73.1  19.1  7.8 

lib. 70.5  26.4  3.1 

lie. 97.4  1.2  1.4 

12a.  Should   California   have  a   uniform   schedule  of  fines   and 

penalties  for  each  kind  of  traffic  violation  to  be  followed  by 

all  courts?  58.4  35.2  6.4 

12b. 82.2  14.6  3.2 

12c. 61.4  31.1  7.5 

13a.  Do  you  believe  that  warnings  and  speed  limits  should  be 

painted  on  highway  pavements,  in  addition  to  existing  sign 

posting?    70.8  17.2  6.0 

13b. 62.9  34.0  3.1 

13c. 69.6  22.1  8.3 

14a.  Would  you  be  willing  to  pay  a  higher  driver  license  fee  if 

the  increase  is  used  to  help  prevent  traffic  accidents? 69.3  30.7  .0 

14b. 88.3  11.7  .0 

14c. 63.5  33.2  3.3 

15a.  Should  cars  be  inspected  annually  for  electrical,  mechanical, 

and  brake  safety? 83.3  8.1  8.6 

15b. 80.1  8.9  .0 

15c. 72.9  24.4  2.7 

2.  Industrial  Workers 

Replies  from  industrial  workers  to  Questionnaire  D  also  wore  not  included  with 
the  Public  Opinion  Poll  tabulation.  jfo 

1.  Should  the  speed  limit  on  open  highways  be  :  ^««      ^o    opinion 

45  miles  per  hour  maximum 5.8      

55  miles  per  hour  maximum 7.6      

60  miles  per  hour  maximum 26.2      

65  miles  per  hour  maximum 54.2      

70  miles  per  hour  maximum 5.4      .8 

2.  Should  driver  license  examinations  be  more  strict  and  com- 
prehensive  in   order   to   determine  a  driver's  real  ability   to 

drive  an  automobile  safely? 79.3     19.0       1.7 

3.  In  traffic  accident  cases  should  it  be  mandatory  for  persons 

suspected  of  being  drunk  to  take  a  chemical  test? 82.9     15.8       1.3 

4.  Should   law   enforcement   agencies   use   a   limited   number   of 
unmarked   cars   to    apprehend    drivers   whose    driving    habits 

and  traffic  violations  endanger  lives  of  other  motorists? 57.2     42.0         .8 

5.  Should    behind    the    wheel    training    be    mandatory    in    high 
school  BEFORE  students  reach  age  16  and  apply  for  driver's 

license?    80.3     19.4         .3 

6.  Should  traffic  laws  be  more  strictly  enforced  by  the  courts?  80.6     17.3       2.1 

7.  Do  you  think  some  courts  too  lenient  with  traffic-law  viola- 
tors?     80.2     19.4         .4 

8.  Should  severe  punishment  be  given  to  drivers  found  guilty 

of  accident-causing  type  of  traflic  violations? 62.1     23.0       4.9 

9.  Should  a  driver's  license  be  suspended  on  first  conviction  of 

drunk  driving? 66.7     31.5       1.8 

10.  Should    a    jail    sentence    be    given    drivers   who   drive   after 

their  license  has  been  suspended  or  revoked? 83.4     15.5       1.1 

11.  Should   traffic  cases   1)0  hoard   only   before   a   judge  specially 

trained  or  experienced  to  try  Irallic  law  violators? 77.9     19.0       3.1 

12.  Should  California  have  a  uniform  schedule  of  fines  and  pen- 
alties for  each  kind  of  traffic  violation  to  be  followed  by  all 

courts?    80.0     18.4       1.6 
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No 
Yes      No    opinion 

13.  Do   you    believe    that   wai-niuKS   and    speed    limits    should    be 
painted  on  highway  pavements,  in  addition  to  existing  sign 

posting?     71.1     24.8       4.1 

14.  Would  you  be  willing  to  pay  a  higher  driver  license  fee  if  the 

increase  is  used  to  help  prevent  traffic  accidents? 68.8     30.1       1.1 

15.  Should  cars  be  inspected  annually  for  electrical,  mechanical, 

and  brake  safety? 84.2     10.9       4.9 

3.  Tabulation  of  Replies  by  High  School  Students 

The  Public  Opinion  Poll  of  schools  was  divided  between  high  schools  of  Northern 
and  Southern  California,  tiuestioniiaires  B  and  C  were  u.sed  in  order  to  secure  a 
more  diversified  opinion  than  would  be  re\ealed  by  a  single  set  of  questions.  The 
replies  disclosed  a  variance  of  opinion  that  may  be  attril)uted  to  differences  of  class- 
room instruction  which  is  not  uniform  throughout  the  State. 

SOUTHERN  CALIFORNIA 

(Questionnaire  C)  No 

Yes      No    opinion 

1.  Should  the  speed  limit  be  increased  from  55  to  65  miles  per 

hour? 30.2  67.G  2.2 

2.  Should  highway  night  speed  be  less  than  day? 86.1  12.8  1.1 

3.  Should  driver  license  examinations  be  more  rigid? 50.2  45.7  4.1 

4.  Should  drivers  suspected  of  drunk  driving  be  given  tests? 92.9  4.4  2.7 

5.  Should   the   Highway   Patrol   use   a   limited   number   of   un- 
marked cars  to  detect  serious  traffic  violations  and  dangerous 

drivers? 74.8  15.1  10.2 

6.  Should  radar  be  used  to  enforce  traflSc  laws? 77.0  18.6  4.4 

7.  Should  traffic  laws  be  more  strictly  enforced? 70.2  24.4  5.4 

8.  Should  there  be  more  traffic  education? 85.3  8.3  6.4 

9.  Should  there  be  more  severe  punishment  for  accident-causing- 

type  of  traffic  violations? 63.2  30.6  6.2 

10.  Are  the  courts  too  lenient  with  traffic-law  violators? 45.8  52.2  2.0 

11.  Do  you  believe  speed  limits  are  too  low? 

Do  you  believe  speed  limits  are  too  high? 

Do  you  believe  speed  limits  are  good  as  they  are? 68.2  30.7  1.1 

12.  Should   jail    sentences   be   given    to    drivers   with    suspended 

license  or  without  any  license? 40.2  58.1  1.7 

13.  Should  more  patrol  cars  be  used  on  the  highways? 63.7  35.2  1.1 

14.  AYould  more  warning  signs  help  prevent  accidents? 70.1  29.2  .7 

15.  Should  traffic  fines  or  penalties  for  each  kind  of  violation  be 

uniform  throughout  the   State? 70.2     24.1       5.7 

NORTHERN  CALIFORNIA 

(Questionnaire  D)  No 

1.  Should  the  speed  limit  on  open  highways  be :  Yes      No    opinion 

55  miles  per  hour  maximum 9.1  

60  miles  per  hour  maximum 29.1  

65  miles  per  hour  maximum 52.2  

70  miles  per  hour  maximum 2.4  

Basic    I^aw 7.2  

2.  Should  driver  license  examinations  be  more  strict  and  com- 
prehensive in   order  to  determine   a  driver's  real  ability   to 

drive  an  automobile  safely? 69.6     30.0         .4 

3.  In  traffic  accident  cases  should  it  be  mandatory  for  persons 

suspected  of  being  drunk  to  take  a  chemical  test? 86.5     11.3       2.2 

4.  Should   law  enforcement  agencies   use   a  limited  number  of 
unmarked   cars    to    apprehend   drivers    whose    driving    habits 

and  traffic  violations  endanger  lives  of  other  motorists? 53.0     46.2         .8 

5.  Should    behind    the    wheel    training    be    mandatory    in    high 
school  BEFORE  students  reach  age  16  and  apply  for  driver's 

license?    _^_„„,^^__^,_^^_^-._-____^_^,_, 81.1     18.2         .7 
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No 
Yes      No    opinion 
0.  Should  traffic  laws  be  more  strictly  enforced  hy  the  courts?  59.0     40.4  .0 

7.  Do  you  think  some  courts  too  lenient  with  traffic-law  viola- 
tors"?     54.0     IMi.l       0.9 

8.  Should   severe   punishment  be  given   to   drivers  found  guilty 

of  accident-causing  type  of  traffic  violations? 59.3     37.6     3.1 

9.  Shfiuld  a   driver's  license  be  suspended  on  first  conviction  of 

drunk     driving? 63.1     30.4       .5 

10.  Should  a  jail  sentence  l)e  given  drivers  who  drive  after  their 

license  has  been   suspended  or  revoked? 59.7     40.3       .0 

11.  Should   traffic  cases   be   heard   only   before   a   judge   specially 

trained   or   experienced   to   try   traffic  law   violators? 86.2     12.3     1.5 

12.  Should    California    have    a    uniform    schedule    of    fines    and 
penalties  for  each  kind  of  traffic  violation  to  be  followed  by 

all    courts? 74.1     25.2       .7 

13.  Do   you    i)elieve    that    warnings   and    speed   limits    should    be 
painted  on   highway  pavements,  in   addition   to  existing  sign 

posting?     73.3     25.1     1.6 

14.  Would  you  be  willing  to  pay  a  higher  driver  license  fee  if 

the  increase  is  used  to  help  prevent  traffic  accidents? 68.3     29.6     2.1 

15.  Should  cars  be  inspected  annuallv  for  electrical,  mechanical, 

and  brake  safety? " 89.6     10.1       .3 

Typical  of  returns  on  an  area  basis  are  the  replies  to  questionnaires 
which  were  sent  out  by  the  San  Diep:o  Traffic  Safety  Council,  the 
California  Traffic  Safety  Foundation  to  residents  in  Oakland,  and  the 
Kern  County  Traffic  Safety  Council  to  residents  in  Bakersfield. 

4.   Special  Traffic  Poll  by  San  Diego  Traffic  Safety  Council 

The  San  Diego  Poll,  conducted  by  the  San  Diego  Safety  Traffic 
Council,  is  a  cross-section  of  a  community  of  approximately  500,000 
with  the  attendant  urban  activities  which  include  small  and  large 
businesses,  suburban  developments,  land  and  water  industries,  tourist 
resorts  and,  in  addition,  several  military  establishments.  This  area  is  a 
focal  point  for  local,  statewide,  and  transcontinental  automobile  travel, 
with  considerable  movement  to  and  from  Mexico. 

The  San  Diego  Traffic  Safety  Council's  poll  Mas  predicated  on 
Questionnaire  D,  and  it  is  interesting  to  note  that  the  returns  from  this 
one  section  of  the  State  follow  the  pattern  developed  by  tlie  committee 
through  questionnaires  distribntcd  on  a  statewide  basis.  Also,  the  San 
Diego  returns  closely  parallel  the  opinions  of  drivers  throughout 
the  United  States  as  disclosed  in  the  poll  of  the  American  Institute 
of  Public  Opinion.  (See  pages  32  to  36,  inclusive.) 

Percentage 

1.   Should  the  speed  limit  on  open  highways  always  be:  Yes  No 

.50  miles  per  hour  maximum 9  

.55  miles  per  hour  maximum 9.4  

60  miles  per  hour  maximum 28.5  

05  miles  per  hour  maximum 51.2  

70  miles  per  hour  maximum 5.8  

75  miles  per  hour  maximum 3.3  

SO  miles  per  hour  maximum .6  

85  miles  per  hour  maximum ..3  

TOTAL 3.280  Replies* 

•A  total  of  3,000  questionnaires  were  taliulatcd.  However,  witli  respect  to  Question  No.  1,  more  tlian  one 
part  of  tliat  partlriilar  question  was  answered,  witli  (lualilirations,  brintiint;  tlie  total  replies  tabulated 
on  that  particular  question  up  to  n  total  of  3.1!80, 
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2.  Should  driver  license  exaniinatioiia  be  more  strict  and  conipre-  Percentage 
hensive  in  order  to  determine  a  driver's  real  ability  to  drive  -^^^  ^^ 
an  automobile  safely? 80.0         20.0 

3.  In  traffic  accident  cases  should  it  be  mandatory  for  persons  sus- 
pected  of   beinji-   drunk    to   take   a    chemical    test? 77.7  22.3 

4.  Should   law   enforcement   agencies   use   a    limited    number   of   un- 
marked   cars    to    apprehend    drivers    whose    driving    habits    and 

traffic  violations  endanger  lives  of  other  motorists? f)5.3         44.7 

5.  Should   behind   the   wheel   training   be  mandatory    in    high   school 

BEFORE  students  reach  ase  10  and  apply  for  driver's  license? 75.0  25.0 

6.  Should    traffic   laws   be   more   strictly    enforced    I)y    the    courts ?._  77.0  23.0 

7.  Do  you  think  some  courts  too  lenient  with   traffic-law  violators?  59.0  41.0 

8.  Should    .severe    punishment    be    siven    to    drivers   found   guilty    of 
accident-causinj;'    type    of    traffic    violations? 83.0  17.0 

9.  Should    a    driver's    license    be    suspended    on    first    conviction    of 

drunk    driving? 63.3         36.7 

10.  Should   a   jail   sentence   be   given   drivers   who   drive   after   their 

license  has  been  suspended  or  revoked? 78.3         11.7 

11.  Should    traffic    cases    be    heard    only    before    a    judge    specially 

trained  or  experienced  to  try  traffic  law  violators? 83.6         16.4 

12.  Should  California  have  a  uniform  schedule  of  fines  and  penalties 

for  each  kind  of  traffic  violation  to  be  followed  by  all  courts? 74.0         26.0 

13.  Do  you  belive  that  warnings  and  speed  limits  should  be  painted 

on  highway  pavements,  in  addition  to  existing  sign  posting? 78. 6         21.4 

14.  Would   you  be  willing  to   pay   a   higher  driver  license  fee   if  the 

increase  is  used  to  help  prevent  traffic  accidents? 69.0         31.0 

15.  Should   cars   be   inspected   annually   for   electrical,   mechanical, 

and   brake   safety? 94.3  6.7 

SPECIAL   TRAFFIC    POLLS   BY   THE    CALIFORNIA   TRAFFIC   SAFETY   FOUNDATION 
(OAKLAND)   AND    KERN    COUNTY   SAFETY   COUNCIL   (BAKERSFIELD) 

While  tlie  same  special  questiomiaire  was  used  in  both  Oakland  and 
Bakersfield,  the  tabnlation  of  replies  is  of  interest  when  one  compares 
the  heavily  populated  area  of  Oakland  with  Bakersfield,  and  the  733 
square  mile  area  covered  by  Alameda  County  with  the  8,170  square 
mile  area  covered  by  Kern  County. 

Tabulation  of  1,179  Replies  Oakland  Traffic  Poil  (California  Traffic  Safety 
Foundation)  and  500  Replies  Bakersfield  Traffic  Poll 
(Kern  County  Safety  Council)  ]^o 

Oakland      Opin-         Bakersfield 

1.  Do  vou  favor  an  absolute  maximum  speed  -^^^  ^'^  '^^^''  ^^^  -"^ 
limit  of  65  miles  per  hour? ^ 74.5     21.2       4.3         69%       31% 

2.  Do  you  favor  compulsory  intoxication  tests 
for  drivers  suspected  of  operating  vehicles 
while    under     the    influence     of    intoxicating 

liquor?     92.3       6.2       1.5         89%       11% 

3.  Do  you  support  the  idea  of  a  traffic  school  for 
traffic  violators  in  addition  to  penalties  im- 
posed by  the  court  for  those  committing  more 
serious    hazardous    traffic    violations    and    for 

"repeat"  offenders? 80.4     10.3       9.3         72%       28% 

4.  Should   "behind-the-wheel"   driver  training  be 

compulsory  in  all  high  schools? 79.1     16.6       4.3         81%       19% 

5.  Are  you  in  favor  of  the  use  of  radar  by  traffic 
law  enforcement  agencies  in  the  control  of  ex- 
cessive speeds? 80.8     17.1       2.1         78%       22% 

6.  Do  you  believe  in  more  strict  traffic  law  en- 
forcement, including  stiffer  penalties  to  apply 
uniformly  in  all  courts  for  motorists  guilty  of 

accident-causing   violations?    92.9       5.1       2.0         79%       21% 

7.  In  your  opinion  should  a  compulsory  motor 
vehicle  inspection  program  be  adopted  by  the 

State  of  California? 76.3     20.5       3.2         57%       33% 
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Maricopa  Safety  Council  Traffic  Poll,  Phoenix,  Arizona 

For  purposes  of  comparison,  a  tabulation  of  replies  to  a  question- 
naire sent  out  in  lI'aT  by  the  ^Maricopa  Safety  Council,  Phoenix, 
Arizona,  is  made  a  part  of  tliis  report. 

Tabulation  of  Replies  Traffic  Poll 

Maricopa  Safety  Council,  Phoenix,  Arizona 

No 
Yes      No    opinion 

1.  Do  you  favor  an  absolute  maximum  speed  limit? nCO     30.1       3.0 

If  so,  how  much?     55  m.p.h 4.4 

GO  m.p.h 26.1 

65  m.p.h 69.5 

2.  Do  jou  favor  compulsory  intoxication  tests  for  drivers  sus- 
pected of  being  under  the  influence  of  intoxicating  liquor? 88.4       8.4       3.2 

3.  Do  you  favor  suspension  of  license  on  the  first  conviction  of 

driving  while  under  the  influence  of  intoxicating  liiiuor? 52.8     44.3       2.9 

4.  Do  you  favor  revision  of  the  driver  license  laws  which  would 
require  graduation  from  a  driver  education  course  for  those 

who  apply  for  a  driver  license  before  the  age  of  18? 91.3       8.3         .4 

5.  If  you  answer  "YES"  to  No.  4  above,  would  you  favor  a 
portion  of  the  fines  assessed  on  traflic  violators,  be  used  to 

defray  the  costs  of  driver  education  in  the  high  schools? 79.2     13.2       7.6 

6.  Do  you  support  the  idea  of  a  traflic  school  for  traflic  violators 
in  addition  to  penalties  imposed  by  the  courts  for  those  com- 
mitting  more  hazardous   traffic   violations   and   for   "repeat" 

offenders?    88.4     10.3       1.3 

7.  Do  you  believe  in  more  strict  traflic  law  enforcement,  includ- 
ing stiffer  penalties   to   apply   uniformily    in   all   courts   for 

motorists  guilty  of  moving  violations 82.9     11.3       5.8 

8.  In  your  opinion,  should  a  compulsory  motor  vehicle  inspec- 
tion program  be  adopted  by  the  State  of  Arizona? 70.3     16.9       6.8 

9.  Are  you  generally  in  favor  of  the  removal  of  curb  parking  to 
reduce  traflic  congestion,  although  it  may  be  inconvenient  to 

the  shopper? 52.8     43.3       3.9 

10.  Are  you  generally  in  favor  of  the  prohibiting  of  left  turns  at 

major  intersections? 78.2     17.9       3.9 

11.  Do  you  favor  major  highways  by-passing  Arizona  communi- 
ties if  warranted  by  high  trafl5c  volumes? 86.6     12.2       1.2 

SPECIAL   TABULATION    OF   SPEED    LIMITS 

The  variance  in  the  statewide  total  and  percentages  is  attributed  to 
inclusion  of  2,000  replies  received  from  selected  groups;  however,  this 
overlapping  does  not  affect  the  selected  groups  and  is  less  than  a  frac- 
tion of  one  percent  when  applied  to  the  statewide  percentages. 

Percentage 

1.  Statewide  362,000  replies  Low       Iligh 

Retain  present  55  m.p.h.  speed  law 9.0  

Raise  limit  to  60  m.p.h.  speed  law 23.3  

Rai.se  limit  to  65  m.p.h.  speed  law 51.2         63.9 

Raise  limit  to  over  65  m.p.h 14.1  

Other   or   no    opinion 2.4  

Combined  60  m.p.h.  and  65  m.p.h 74.5  

2.  Courts    and    Law    Enforcement    Agencies    (Sheriffs    and    Highway 

Patrol )   2821  replies. 

Retain  present  55  m.p.h.  speed  law 1.4  11.8 

Raise  limit  to  GO  m.p.h.  speed  law 5.8  26.2 

Raise  limit  to  65  m.p.h 55.6  91.3 

Raise  limit  to  over  65  m.p.h 1.4  6.1 

Other  or  no  opinion .1  5.9 

Combined  60  m.p.h.  and  65  m.p.h.,  low  only 61.4          
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Percentage 

3.  Industrial  workers  7810  replies  Low       High 
Retain  present  55  m.p.h.  speed  law 7.6 

Raise  limit  to  GO  m.p.h.  speed  law 26.2 

Raise  limit  to  05  m.p.h.  speed  law 54.2  

Raise  limit  to  over  65  m.p.h 5.4 

Other  or  no  opinion 6.6  

Comhined  60  m.p.h.  and  65  m.p.h 80.4  

4.  High  school  students — Southern  California  32,812  replies,  Northern 

California  29,312  replies,   total  62,124 

Retain  present  55  m.p.h.  speed  law 9.1  69.8 

Raise  limit  to  60  m.p.h.  speed  law 29.1          

Raise  limit  to  05  m.p.h 52.2          

Other  or  no  opinion 9.6          

Combined  60  m.p.h.  and  65  m.p.h 81.3          

5.  Selected  areas — San  Diego,  Oakland  and  Bakersfield  4679  replies 

Retain  present  55  m.p.h.  speed  law 9.4  

Raise  limit  to  60  m.p.h.  speed  law 28.5  

Raise  limit  to  65  m.p.h.  speed  law 51.2  74.5 

Raise  limit  to  over  65  m.p.h. 10.0  

Other  or  no  opinion .9  

Combined  GO  m.p.h.  and  65  m.p.h.  low  only 79.7  

Percentage  Comparison  of  Speed  Limits  by  Selected  Groups 

Combined 
Retain  Raise  to  Raise  to  Raise  to  60  and 

55  m.p.h.       60  m.p.h.         65  m.p.h.    over  65  m.p.h.    65  m.p.h. 
highest  highest  lotcest  highest  lowest 

1.  Statewide    9.0  23.3  51.2  14.1  74.5 

2.  Courts,  sheriffs,  and 

Highway  Patrol 1.4  5.8  55.6  6.1  61.4 

3.  Industrial    workers 7.6  26.2  54.2  5.4  80.4 

4.  San  Diego,  Oakland, 

and  Bakersfield 9.4  28.5  51.2  10.0  79.7 

Considering  only  the  362,000  replies  to  the  statewide  poll,  and  the 
4,679  replies  from  San  Diego,  Oakland,  and  Bakersfield,  51.2  percent 
of  the  people  participating  in  the  poll  want  a  fixed  speed  limit  of  65 
m.p.h. 


Review  of  Replies  from  Selected  Groups  on  the  Question  of  Speed  Limits 

Retain  Raise  to          Raise  to 

55  m.p.h.  60m.p.h.      over  65  m.p.h.    10  m.p.h. 

Selected  groups                             highest  highest            highest        maximum 

Municipal  and  justice  courts S.l  26.2                 55.6                 6.1 

Sheriffs,  city  police  and  peace  oflScers 

Two-lane  road 5.9 

Open  highway  11.8  17.6                 61.3                 3.4 

California  Highway  Patrol 

Open  highway 1.4  5.8                 91.3                 1.4 

High  school  students 

Southern   California 67.6  30.2 

Northern  California 9.1  29.1                 52.2                 2.4 

Maricopa  Safety  Council,  Phoenix, 

Ariz. 4.4  26.1                 69.5 
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Municipal  and  justice  court  judges,  -who  are  in  continuous  contact 
■with  traffic  violators  in  tlieir  courts  and  are  familiar  with  their  atti- 
tudes, are  55.6  percent  in  favor  of  a  65  m.p.h.  maximum  speed  limit. 

Sheriffs,  city  police,  and  peace  officers,  not  including  the  California 
Highway  Patrol,  are  61.3  percent  in  favor  of  a  maximum  speed  limit  of 
65  m.p.h.  The  experience  of  this  classification  is,  of  course,  limited  to 
the  area  under  the  particular  law  enforcement  agency's  jurisdiction  and 
enforcement  of  traffic  laws  is  only  one  of  numerous  duties  performed. 

The  California  Highway  Patrol  are  91.3  percent  in  favor  of  a  maxi- 
mum speed  limit  of  65  m.p.h.  Only  1.4  percent  propose  a  speed  limit 
over  (i5  m.p.h.,  whether  maximum  or  prima  facie;  5.8  percent  think 
60  m.p.h.  would  be  a  satisfactory  maximum  speed  limit,  and  1.4  percent 
believe  a  55  m.p.h.  speed  limit  would  be  satisfactory. 

It  is  the  higjiway  patrolman  who  constantly  faces  problems  of  law 
enforcement  involving  the  life  or  the  death  of  motorists,  school  chil- 
dren, and  pedestrians,  and  the  avoidance  of  accidents  that  cause  bodily 
injury  and  property  damage.  He  must  understand  the  hazards  of  all 
types  of  traffic  problems  involved  in  accidents  and  enforcement  of  the 
law  from  the  practical  and  objective  side. 

Replies  from  high  school  students  were  slightly  in  variance  with 
adult  opinions  on  some  questions.  With  one  exception  the  differences 
could  be  considered  normal.  The  unusual  difference  appeared  in  the 
answers  to  speed  limits.  High  school  students  in  Southern  California 
ivanted  the  existing  speed  limit  of  55  m.p.h.  retained.  The  percentage 
was  69.8  percent  for  55  m.p.h.  and  30.2  percent  for  65  m.p.h.  High 
school  students  in  Northern  California  were  52.2  percent  for  65  m.p.h. 
as  a  maximum  speed  limit,  which  was  within  one  percentage  point  of 
the  statewide  poll  tabulation  of  51.2  percent.  Reasons  for  the  wide  vari- 
ation between  students  of  Southern  California  and  Northern  California 
are  not  clear. 

The  Maricopa  Safety  Council  Traffic  Poll,  Phoenix,  Ariz.,  re- 
flected 6U.5  percent  of  the  people  favored  a  maximum  speed  limit  of 
65  m.p.h.,  indicating  a  knowledge  of  dangers  imposed  by  higher  speeds 
on  open  and  uncongested  highways.  A  small  percentage  of  4.4  percent 
wanted  a  55  m.p.h.  speed  limit,  and  only  26.1  percent  wanted  a  speed 
limit  of  60  m.p.h. 

The  Arizona  traffic  poll  was  included  to  illustrate  public  and  driver 
opinion  in  an  area  of  limited  urban  development  and  many  miles  of 
long  and  open  stretches  of  road.  This  poll  is  significant  in  that  it  rep- 
resents the  opinion  of  persons  familiar  with  open  roads  and  of  speeds 
most  appro]n-iatc'  for  them.  It  is  interesting  to  note  that  this  poll  coin- 
eides  with  the  California  poll  and  substantiates  the  opinions  of  the 
California  Highway  Patrol. 
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Speed  Limits  on  Major  U.  S.  Highways 

Speed  limits  on  highways  of  other  states  are  eritei-ia  of  realistic 
speed  limits.  California's  hit>hways  and  freeways  in  most  respects  paral- 
lel those  of  the  other  states  having  G5  m.p.li.  and  GO  m.]).h. 

Speed  limit  ]\!inimum 

Highivay  (miles  per  hour)        miles  per  hour 

Pennsylvania  Turnpike 65 

New  York  Tliruway 60 

New  Jersey  Turnpike 60 

Ohio  Turnpike 65 

Garden  State  Parkway  (New  Jersey) 60 

West  Virginia  Turnpike 60 

Oldahoma  Turner  Turnpike 70  40 

Maine  Turnpike 60 

Indiana  Toll  Road 65 

Kansas  Turnpike Reasonable  and  proper     40 

Kentucky  Turnpike Maximum  00'  35 

Everett  Turnpike   (New  Hampshire) Maximum  00 

Connecticut   Expressways   Maximum  55 

Source:   Speed  Regulation,  Committee  on  Speed,  National  Safety  Council. 

NATIONAL  ACCIDENT  STATISTICS 

In  the  minds  of  many  "cause  and  efifect"  are  eqnal  to  "speed  and 
an  accident. ' '  Statistically  this  thinking  is  substantiated  by  reports  com- 
piled by  the  National  Safety  Council. 

It  is  true  that  traffic  accidents,  when  they  occur  at  high  speed,  have  a 
greater  potential  of  resulting  in  fatalities  as  the  miles  per  hour  trav- 
eled increases.  However,  it  is  not  speed,  as  such,  that  kills.  It  is  the 
abuse  and  misuse  of  speed  that  kills.  There  is  no  speed  from  1  to  100 
miles  per  hour  that  cannot  kill  if  misused  or  abused,  as  indicated  in 
the  following  statistics  which  have  been  taken  from  the  Report  of  the 
Committee  on  Speed,  Traffic  and  Transportation  Conference,  National 
Safety  Council,  January,  1957. 

DISTRIBUTION   OF   VEHICLES    IN    FATAL   ACCIDENTS   BY   REPORTED   SPEED  (Percent) 

Statetvide 
Total   100 

Standing   3 

1-10  m.p.h. 6 

11-20  m.p.h. 9 

21-30  m.p.h. 12 

31-40  m.p.h.   16 

41-50  m.p.h. 20 

51-60  m.p.h.   15 

61-70  m.p.h. 10 

70  m.p.h.  and  over 9 


Area 

Urban 

Rural 

100 

100 

4 

3 

10 

5 

20 

6 

28 

8 

18 

10 

9 

22 

0 

18 

3 

11 

2 

11 
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The  following:  table,  also  prepared  by  the  National  Safety  Council 
(1957  Accident  Facts),  indicates  the  chances  of  a  fatality  if  an  accident 
occurs.  It  is  not  intended  to  show  a  ratio  of  accidents  at  various  speeds 
traveled. 

Chance  of  someone  being  killed 
Reported  speed  if  an  accident  happens 

(miles  per  hour)  All  accidents      Bttral  accidents 

25 1  in  300  1  in  125 

35 1  in  115  1  in    75 

45 1  in    70  1  in    50 

55 lin    40  1  in    30 

65 lin    20  lin    15 

75 lin      8  lin      7 

In  addition  to  speed,  as  an  accident  causing  factor,  of  major  impor- 
tance is  the  physical  condition,  and  the  mental  and  moral  attitude  of 
the  driver.  It  is  not  the  car  that  causes  the  accident,  it  is  the  driver. 
Mechanical  deficiencies  in  a  car  are  ordinarily  the  responsibility  of  the 
driver.  Should  an  accident  occur  because  of  some  mechanical  fault, 
the  driver  is  to  blame  for  not  having  had  the  car  checked  for  every 
possible  deficiency  before  attempting  to  drive  it. 

This  statement  is  also  substantiated  by  data  obtained  through  the 
National  Safety  Council. 

CONDITION   OF    DRIVERS   AND   PEDESTRIANS    IN   TRAFFIC   ACCIDENTS,    1957 

Driver  Pedestrian 

Fatal  accidents  All  accidents  Fatal  accidents    All  accidents 

Per-      Per-  Per-  Per-  Per-  Per-  Per-  Per- 
cent of    cent  cent  of    cent  cent  of  cent  of  cent  of  cent  of 
condi-      of  condi-  of  condi-  pedes-  condi-  pedes- 
Condition                         tions    drivers  tions  drivers  tions  trians  tions  trians 

Total __       100.0         —  100.0  __  100.0  __  100.0 

Total  conditions 100           7.2  100  2.8  100  7.7  100  2.7 

Defective  eyes 6          0.4          7  0.2  23  1.7  26  0.7 

Defective  ears 2          0.2           1  __  15  1.1  12  0.3 

Defective    other 9          0.6         10  0.3  30  2.4  31  0.8 

Asleep    53          3.9        46  1.3 

Fatigued   15           1.0         16  0.4 

111     5          0.4          6  0.2  7  0.5  7  0.2 

Other 10          0.7         14  0.4  25  2.0  24  0.7 

There  are  still  other  things  beside  speed  and  human  frailties  that 
contribute  to  automotive  accidents. 

Letters  to  the  California  Interim  Committee  on  Automotive  Accident 
Prevention  and  comments  made  on  the  reverse  side  of  thousands  of 
replies  to  the  committee's  questionnaires  were  to  the  effect  that  existing 
speed  laws  were  confusing  and  were  difficult  to  understand  and  inter- 
pret. The  opinion  was  also  expressed  that  posted  speed  limits  were 
unrealistic;  what  was  considered  "reasonable  and  prudent"  by  one 
driver  was  not  so  considered  by  another. 

A  great  number  of  people  called  to  the  committee's  attention  the 
inaccuracy  of  speedometers. 
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Complaints  ran  into  the  thousands  that  sij?n  posting'  Avas  too  far 
apart,  inadequate,  or  misleading.  Some  writers  complained  that  they 
had  been  arrested  for  speeding  at  30  m.p.h.  or  40  m.p.h.  when  the 
last  sign  gave  the  limit  as  55  m.p.h.  Out-of-state  drivers  of  car-house 
trailer  combinations  and  trucks  complained  bitterly  that  the  state  speed 
limit  signs,  posted  at  the  state  line,  read  "State  Speed  Limit,  55  m.p.h." 
when  actually  the  maximum  limits  were  lower  for  the  type  of  vehicle 
being  driven.  As  a  result,  many  stated  they  had  been  arrested  as  speed 
violators  and  many  people  coming  into  California  for  the  first  time 
stated  they  had  formed  a  low  opinion  of  California's  sign  posting. 

There  were  other  complaints  received  on  sign  posting.  It  was  stated 
that  speed  signs  Avere  found  to  be  50  to  75  miles  apart,  and  that  pave- 
ment markings  and  caution  signs  were  either  nonexistent  or  inadequate. 

The  committee  cheeked  on  some  of  the  conditions  reported  and  found 
the  complaints  to  be  valid.  As  one  example,  on  a  heavily  traveled 
east-Avest  liighAvay,  Avhere  driving  conditions  and  the  higliAvay  encourage 
excessive  speed,  the  speed  limit  signs  were  94  miles  apart.  Accidents 
on  this  particular  higliAvay  Avere  of  frequent  occurrence. 

Again  using  statistics  compiled  by  the  National  Safety  Council,  62 
drivers  out  of  100  invoh-ed  in  fatal  traffic  accidents  in  1957  Avere  vio- 
lating one  or  more  laws,  according  to  reports  from  17  states.  There 
were  77  violations  per  100  drivers,  though,  because  many  drivers  were 
violating  more  than  one  laAv.  In  all  accidents,  the  experience  was  some- 
what better;  56  drivers  out  of  100  Avere  violating,  and  there  were  63 
violations  per  100  drivers.  For  both  fatal  and  all  accidents,  the  viola- 
tion record  was  AA^orse  in  rural  areas  than  in  urban  areas. 

Accidents  iuA'olving  a  violating  driver  totaled  83  out  of  100  for  fatals 
and  87  out  of  100  for  all  accidents. 

VIOLATIONS    IN    MOTOR-VEHICLE   TRAFFIC   ACCIDENTS,    1957 

NATIONAL   SAFETY   COUNCIL 

In  fatal  accidents  In  all  accidents 

Urban  Rural  Average  Urban    Rural 
Average  Range      (194      (20  (19       (194         (20 

Violations  (17  states)     cities)  states)  states)    cities)   states) 

Violations  per  100  drivers 77           __  70         86  63  58  71 

Under  influence  of  alcohol—     7          2^4  7           8  4  3  5 

Exceeding   speed   limit 21        10-37  14         20  5  3  7 

Exceeding  safe  speed,  not 

stated  limit 10          2-32  6         16  6  4  11 

Did  not  have  right  of  way__     8          3-12  16           7  11  11  10 

Following  too  closely 11-4  11  8  8  8 

Improper   passing   3          1—4  13  4  4  4 

Failed  to  keep  right  of 

center  line 10          7-20  3         14  5  2  8 

Failed  to  signal  or  improper 

signal 10-7  0           1  2  12 

Improper  turning 1          0—4  11  4  4  3 

Disregarded  signal,  officer- __     10-2  3           0  2  2  0 

Disregarded  stop  sign 3          1-5  3           4  2  2  2 

Disregarded  warning  sign 3          0-10  2           8  10  1 

Improper  parking,  starting 1          0-1  0           1  3  2  2 

Other  improper  driving 7          2-20  13           7  6  12  8 
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People  all  over  the  Nation  are  becomiiirr  inereasiiisxly  aware  that  the 
automobile  has  become  a  "deadly  -weapon."  The  following-  fij-ures  pro- 
vide a  vivid  comparison  between  traffic  fatalities  and  war  casualties. 
WAR  PEACE 
1775-1958  1900-1958 
1,1S0,S93  Americans  died  in  (ill  1,266,01/2  Americans  died  in 
the  U.S.  wars  U.S.  hii/hu-ay  accidents 

Revolutioiiarv  War 4.44")  1!)0()-1!).".S 

War  of  1,S12 2,260  92,800 

Mexican  War 13,288  Californians  wore  killed 

Civil  War 520.3.82  and 

Spanish-American  War 2,446  1929-1058 

World  AVar  I 116,563  2.058,283 

World  War  II 407,828  were  injured  on  the  highways 

Korean  War 54.246  of  California 

NATIONWIDE  TRAFFIC   SAFETY   POLL 

AMERICAN  INSTITUTE  OF  PUBLIC  OPINION 

June,  1957 

In  early  1957,  Dr.  George  Gallup  of  the  Institute  of  Public  Opinion 
conducted  a  public  opinion  poll  on  (piestions  related  to  traffic  i)roblems. 
In  reporting  the  results  of  the  poll,  Doctor  Gallup  made  the  following 
statement:  "America's  automobile  drivers  today  are  in  the  mood  to 
accept  drastic  measures  designed  to  reduce  the  number  of  street  and 
highway  accidents." 

Following  are  the  questions  asked  and  the  replies.  The  public  opinion 
poll  was  conducted  on  a  nationwide  basis.  Eeproduction  is  by  permis- 
sion of  the  American  Institute  of  Public  Opinion. 

"ONE    OF   EVERY   THREE   OF    NATiON'S   CAR   DRIVERS   HAS    HAD   ACCIDENT" 

Princeton,  N.J.,  July  2 — As  America's  automobile  drivers  take  to 
the  highways  and  byways  tomorrow  for  their  Fourth  of  July  holiday, 
they  may  want  to  paste  these  accident  survey  statistics  in  their  hat  or 
handbag : 

There  are  fiG  million  civilian  adult  drivers  in  the  United  States  today 
— of  whom  30  million  are  men  and  27  million  are  women— and  one  in 
every  three  adult  drivers  has  had  an  accident. 

Nearly  half  of  the  men  drivers,  or  17  million,  have  been  in  at  least 
one  automobile  accident  when  they  were  behind  the  wheel. 

About  one  out  of  four  women  drivers,  or  G^  million,  have  been  in  an 
accident  when  they  were  driving. 

One  male  driver  in  every  foui-  lias  hccii  slopped  for  speeding  at 
some  time  and  one  female  driver  in  every  11  lias  been  stopj^ed  for  ex- 
ceeding the  s])eed  limit. 

Although  automobile  drivers  cite  dozens  of  causes  of  highway  acci- 
dents, most  place  the  blame  on  speeding,  followed  by  carelessness  and 
drinking. 

As  the  nation's  annual  traffic  toll  continues  to  mount,  the  Gallup 
Poll  set  out  to  determine  some  up-to-the-minute  facts  about  United 
States  automobile  drivers  and  to  find  out  wliat  the  public  wants  done 
to  make  America's  highways  safer. 

In  today's  survey,  interviewers  obtained  testimony  from  a  cross- 
section  of  millions  of  automobile  drivers  and  nondrivers  and  from 
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drivers  who  have  been  Id  accidents  and  those  who  have  not.  The  survey- 
did  not  include  teen-a<ied  drivers. 

Here  is  the  survey  boxscore  on  adult  drivers  only : 

"DO   YOU    DRIVE   A   CAR?" 

Men  Women         Total 

percent        percent        percent 

Yes 84  52  67 

No    16  48  33 

Projecting  the  survey  percentages  on  the  base  of  47  million  men 
and  52  million  women  in  the  estimated  civilian  adult  population  today, 
exclusive  of  aliens  and  of  those  persons  in  institutions,  the  figures  trans- 
late as  follows : 

Male  drivers 30,000,000 

Female  drivers 27,000,000 

Nondrivers    33,000,000 

Total    99,000,000 

Here  is  the  percentage  of  automobile  drivers  by  age : 

Percent 

21-29  years 76 

30-39  years 77 

40-49  years 69 

50-59  years 65 

60-69  years 54 

70  years  and  over 30 

The  next  question,  asked  of  drivers  only : 

"Have  you  ever  been  in  an  automobile  accident  when  you  were 
driving  1 ' ' 

Drivers  only 

Men  Women         Total 

percent        percent        percent 

Yes 44  24  36 

No    56  76  64 

Car  drivers  were  next  asked : 

' '  Have  you  ever  been  stopped  for  speeding  ? ' ' 

Drivers  only 

Men  Women         Total 

percent        percent        percent 

Yes 25  9  18 

No    75  91  82 

Both  drivers  and  nondrivers  were  asked : 

"What  do  you,  yourself,  believe  is  the  greatest  cause  of  highway 
accidents?" 

All  drivers         Nondrivers 
percent  percent 

Speeding   49  42 

Carelessness,  negligence 26  22 

Drinking   22  32 

Recklessness 9  7 

Slow  drivers 6  1 

Teen-agers    5  8 

Others   16  15 

Total   133  127 
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"DRIVERS    READY   TO   ACCEPT   DRASTIC   MEASURES   TO   REDUCE   ACCIDENTS" 

Princeton,  N.J.,  July  6 — Amorica's  automobile  drivers  today  are  in 
a  mood  to  accept  drastic  measures  designed  to  reduce  the  number  of 
street  and  highway  accidents. 

By  an  overwhelming  vote,  they  would  require : 

1.  Every  driver  to  take  an  annual  examination  to  test  eyesight,  hear- 
ing and  reactions. 

2.  Every  driver  to  take  a  driving  course  before  he  is  given  a  license 
to  drive. 

3.  Twice-a-year  inspections  of  every  automobile  on  the  road. 

In  addition,  they  would  require  automobile  manufacturers  to  build 
cars  with  a  top  speed  not  over  65  miles  an  hour  and  they  would  require 
all  trucks  to  travel  at  speeds  10  miles  an  hour  less  than  passenger  cars. 

These  findings,  based  on  a  survey  conducted  by  the  American  Insti- 
tute of  Public  Opinion,  point  to  one  unmistakable  fact:  The  driving 
public  is  ready  and  willing  to  go  to  great  lengths  to  cut  down  highway 
accidents. 

The  interesting  thing  about  the  survey  results  is  the  size  of  the 
majority  favoring  the  five  specific  proposals. 

For  example,  eight  out  of  every  10  drivers,  or  80  percent,  say  it 
would  be  a  good  idea  to  require  an  annual  examination  of  all  drivers 
and  the  same  proportion  would  require  every  driver  to  pass  a  driving 
course  before  he  gets  his  license. 

To  determine  to  what  extent  the  driving  public  would  go  in  an 
effort  to  cut  down  the  highway  accident  toll,  the  institute  used  two 
approaches  in  today's  survey. 

One  was  to  ask  car  drivers  what  they  thought  should  be  done  to 
reduce  the  number  of  highway  accidents.  The  other  was  to  sound  out 
their  views  on  five  suggested  measures,  as  follows : 

"Here  are  some  suggestions  that  have  been  made  to  reduce  highway 
accidents.  I'd  like  j-our  opinion  on  each  one. 

Good  idea     Poor  idea     No  opinion 
percent         percent         percent 

1.  Require  every  driver  to  have  an  annual 
examination  to  test  eyesight,  hearing 
and  reactions.  Do  you  think  this  is  a 

good  idea  or  a  poor  one? 80  17  3 

2.  Require  every  driver  to  tal^e  a  driving 

course  before  he  is  given  a  license 80  18  2 

3.  Require   a   car   inspection   tvirice   each 

year 74  24  2 

4.  Require  all  trucks  to  travel  at  speeds 
10  miles  an  hour  less  than  passenger 

cars 61  33  6 

5.  Require  automobile  manufacturers  to 
build  cars  with   a   top  speed  not  over 

65  miles  an  hour 54  42  4 

An  interesting  sidelight  on  this  last  proposal  is  the  fact  that,  among 
drivers  who  said  they  had  been  stopped  for  speeding,  59  percent  say 
it  would  be  a  poor  idea  to  limit  cars  to  a  top  speed  of  65  miles  an  hour, 
while  38  percent  say  it  would  be  a  good  idea  and  3  percent  express  no 
opinion. 

Further  evidence  that  tlie  public  is  "highway  safety  conscious" 
shows  up  in  the  second  part  of  the  survey. 
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Each  car  driver  was  asked  what  he  thought  should  be  done  to  reduce 
the  number  of  highway  accidents. 

Here  are  the  driving  public's  own  suggestions,  in  order  of  frequency 
of  mention: 

1.  Stricter  law  enforcement. 

2.  Improvement  of  highways. 

3.  Lower  horsepower  in  cars. 

4.  More  severe  punishment  for  offenders. 

5.  More  patrolling  of  highways. 

6.  Reduce  the  speed  limit. 

7.  Better  driver  tests. 

8.  Better  driver  education. 

9.  Mandatory  use  of  uniform  driver  signals. 
10.  Curtail  teen-aged  drivers. 

"DRIVERS   FAVOR   CONNECTICUT   LAW   ON   SPEEDS   FOR  ALL   48   STATES" 

Princeton,  N.  J.,  July  9.  If  it  were  left  to  the  automobile  drivers 
of  the  Country  to  decide,  Connecticut's  treatment  of  convicted  speeders 
would  be  the  legal  pattern  for  every  state. 

Six  out  of  every  10  adult  drivers  say  they  would  favor  a  similar  law 
in  their  own  state. 

In  Connecticut,  drivers  convicted  of  speeding  have  their  drivers' 
licenses  taken  away  for  30  days.  If  they  repeat  the  offense,  their  license 
is  taken  away  for  60  days. 

The  survey  question  put  to  a  representative  cross-section  of  the  Na- 
tion's automobile  drivers  by  Gallup  Poll  reporters: 

"The  State  of  Connecticut  has  a  law  which  provides  that  all 

drivers  convicted  of  speeding  have  their  driving  licenses  taken 

away  for  30  days.  If  they  are  guilty  a  second  time,  it  is  taken  away 

for  60  days.  Would  you  favor  or  oppose  such  a  law  in  this  state  ? ' ' 

Here  are  the  replies  nationwide : 

Speeders  Lose  Licenses? 

Favor   60  percent 

Oppose   36  percent 

No  opinion 4  percent 

Women  drivers  are  considerably  more  in  favor  of  such  a  law  than 
are  men  drivers,  as  follows: 

Drivers  only  (percent) 
Men  Women 

Favor    56  66 

Oppose    40  30 

No  opinion 4  4 

And  older  drivers  are  more  in  favor  than  younger  drivers,  as  the 
following  table  shows : 

Drivers  only  (percent) 
21-29  30-49  50  years 

years  years  and  over 

Favor    52  59  68 

Oppose    44  37  29 

No  opinion 4  4  3 

Of  interest  is  the  fact  that  among  drivers  who  say  they  have  been 
stopped  for  speeding,  only  39  percent  are  in  favor  of  such  a  law  in 
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their  state,  while  58  percent  are  opposed  and  the  remaiiiiiip:  3  percent 
express  no  opinion. 

The  survey  also  finds  an  overwhelming  majority  of  car  drivers  be- 
lieve that  all  48  states  shonld  have  uniform  traffic  laws : 

"Should  all  states  have  uniform  traffic  laws  and  regulations?" 

UNIFORM  TRAFFIC   LAWS? 

Yes,   should 88  percent 

No 10  percent 

No  opinion 2  percent 

The  problem  of  conflicting  traffic  laws  is  now  being  studied  by  a 
congressioiuil  committee  investigating  highway  safety. 

Irving  S.  Markel,  liigliway  sal'ety  engineer  and  a  crusader  for  uni- 
form traffic  laws  among  the  states,  has  told  the  committee  that  much 
of  the  needless  highway  death  toll  is  the  result  of  conflicting,  weak 
traffic  laws  among  the  states. 

IMarkel  is  particularly  critical  about  conflicting  state  laws  permitting 
.youngsters  to  drive.  He  favors  a  nationwide  minimum  age  of  18  for 
drivers. 

The  institute  put  the  question  of  the  minimum  driving  age  to  adult 
drivers  questioned  in  the  survey: 

"What  do  you  think  is  the  j'oungest  age  at  Avhich  a  driver  should 
be  permitted  to  drive  ? ' ' 

Drivers  are  almost  evenly  divided  between  a  minimum  age  of  16  and 
18,  as  follows : 

MINIMUM  AGE    FOR   DRIVERS? 

15  or  under 4  percent 

16  years 39  percent 

17  years G  percent 

18  years 38  percent 

19  and  over 10  percent 

No  opinion 3  percent 

Of  interest  is  the  fact  that  more  young  adult  drivers  in  the  21  to  29 
age  group  tend  to  favor  age  18  as  the  minimum  age.  while  drivers  in 
the  50  and  over  age  group  are  inclined  to  favor  age  16,  as  follows : 

Drivers  only  (percent) 
21-20  30-J,9  50  years 

years  years  and  over 

15  or  under 4  4  5 

16  years 35  38  40 

17  years 8  5  5 

18  years 41  39  37 

18  and  over 10  11  10 

No  opinion 2  3  3 
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RECOMMENDATIONS 

Much  has  been  written  on  the  cause  and  prevention  of  automobile 
accidents,  and  to  editorialize  in  this  report  on  the  psyeholo<?ical  and 
physiolofjical  aspects  of  one  or  a  major  part  of  the  many  factors  in- 
volved would  be  but  a  repetition  of  the  material  which  is  already  avail- 
able to  the  public. 

The  body  of  this  preliminary  report  has  therefore  been  largely  lim- 
ited to  an  analysis  of  returns  received  to  questionnaires  sent  out  by 
the  committee  and  by  other  interested  groups. 

However,  in  reaching  the  following  recommendations  the  Senate 
Interim  Committee  on  the  Prevention  of  Automotive  Accidents  on 
Calif oinia  Highways  not  only  considered  the  data  it  accumulated 
through  the  various  questionnaires,  but  carefully  analyzed  the  volu- 
minous correspondence  it  received,  the  bibliography  compiled,  and  the 
information  received  through  personal  interviews. 

In  addition,  all  of  the  bills  introduced  at  the  1959  Session  of  the 
California  Legislature  and  the  supporting  data  submitted  in  connec- 
tion therewith  on  the  subject  matter  covered  by  the  committee's  study 
were  analyzed  and  the  recommendations  hereinafter  set  forth  have 
taken  this  material  into  consideration. 

SUMMARY  OF  RECOMMENDATIONS 

1.  Driver  Education  and  Training. 

(a)  Permit  school  districts  to  conduct  driver  training  classes  during 
all  vacation  periods. 

(b)  Further  study  of  present  law  relating  to  driving  schools,  both 
public  and  private,  including  credentials  and  age  of  instructors, 
and  extension  of  the  program  to  provide  for  adult  retraining. 

2.  Driver  Examination  and  Licensing. 

(a)  Further  study  of  driver  examination  and  licensing  procedures 
to  determine  whether  it  would  be  advisable  to  require  more 
frequent  exauiinations  for  renewal  of  licenses. 

(b)  Limit  possession  by  each  driver  to  one  driver's  license,  i.e., 
holder  of  operator's  license  may  use  the  same  when  employed 
as  a  chauffeur  or  if  an  original  license  is  recovered  after  a 
duplicate  has  been  obtained,  one  license  to  be  returned  to  the 
Department  of  Motor  Vehicles. 

(c)  After  showing  in  a  traffic  case  involving  drunkenness,  use  of 
narcotics,  mental  or  physical  deficiencies,  or  other  reasons  for 
which  the  Department  of  Motor  Vehicles  cannot  issue  or  renew 
a  license,  the  court  should  require  suspension  or  revocation  of 
the  driver's  license. 

3.  Laio  Enforcement. 

(a)  Adopt  stricter  laws  or  policies  for  persons  driving  upon  high- 
ways while  under  the  influence  of  liquor,  drugs,  or  the  com- 
bined influence  of  liquor  and  drugs. 

(b)  Apply  the  same  provisions  of  law  to  juvenile  traffic  violators  as 
are  applicable  to  adults. 
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(c)  Conii)ile  available  accident  reports  and  citation  data  annually 
to  aid  in  uniform  speed  restriction,  further  revisions  of  law,  and 
to  assist  in  future  studies  of  highway  and  traffic  needs. 

4.  Control  of  Speed. 

(a)  Establish  a  maximum  state  speed  limit  of  65  miles  per  houi-. 

(b)  Permit  local  authorities  to  reduce  maximum  25  mph  speed 
limits  to  maximum  of  15  to  20  mph  on  streets  having  a  grade 
in  excess  of  ]()  percent. 

(c)  Authorize  establishment  of  minimum  speed  limits  on  state  liigh- 
■\vays  and  freeways  in  areas  where  engineering  and  traffic  sur- 
veys indicate  a  necessity  for  such  minimums. 

(d)  Adopt  more  reasonable  speed  limits  for  large  trucks  and  truck- 
trailers. 

(e)  Adopt  stricter  penalties  for  repeated  speeding  violations. 

5.  Traffic  Laws  ami  Ordinances. 

(a)  Permit  slieriffs  to  enforce  laws  on  county  highways  in  unincor- 
porated areas. 

(b)  Permit  evidence  obtained  bj^  means  of  radar  to  be  admissible  in 
court. 

(c)  Further  study  the  use  of  unmarked  cars  in  detection  of  traffic 
violators. 

(d)  Further  study  state  laws  and  local  ordinances  to  promote  uni- 
formity. 

6.  Signs,  Signals,  and  Markings. 

(a)  Post  signs  indicating  speed  limit  slunvu  is  tlie  maximum. 

(b)  Adopt  uniform  traffic  control  signals  throughout  the  State. 

(c)  Post  speed  limit  signs  at  more  frequent  intervals  on  state  high- 
ways and  on  approaches  to  cities. 

7.  Safe  Condition  of  Vehicles. 

(a)  Provide  for  the  inspection  of  eonnnercial  vehicles  at  periodic 
intervals,  issue  certificates  indicating  compliance  with  state 
safety  regulations,  and  permit  State  Highway  Patrol  to  stop 
commercial  vehicles  for  inspection. 

(b)  Require  that  all  passenger  cars  be  equipped  with  emergency 
fusees  to  be  used  as  a  Avarning  device  in  the  event  of  an  acci- 
dent. 

(c)  Further  study  advisability  of  making  safety  bolts  standard 
e(|uipment  on  all  iiassenger  cars. 

(d)  Require  that  all  trucks  and  trailers  equipped  with  air  brakes 
also  be  etjuipped  with  a  safety  d(>vice  that  will  function  auto- 
matically should  the  air  brakes  fail. 

8.  Testing  Devices  for  Into.ricaiion  and  Use  of  Narcotics. 

(a)  Further  study  various  testing  devices  that  could  reason;ibly  be 
used  to  determine  whether  a  driver  is  under  tlie  influence  of 
lirpior  or  narcotics. 

o 
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Sacramento,  May  29,  1959 

Honorable  Glenn  M.  Anderson 

President  of  the  Senate 

State  Capitol,  Sacrame7ito,  California 

Sir  :  The  Senate  Interim  Committee  on  Aviation  submits  herewith 
the  final  report  covering  its  functions  and  activities  during  the  1957- 
58  interim. 

The  committee  wishes  to  extend  its  thanks  and  appreciation  to  the 
Office  of  the  Controller,  the  Board  of  Equalization,  the  Legislative 
Counsel,  the  Institute  of  Transportation  and  Traffic  Engineering  of 
the  University  of  California,  and  to  all  the  people  who  appeared  and 
offered  testimony  and  suggestions  to  the  conclusion  of  this  report. 


Respectfully  submitted, 


Stephen  P.  Teale,  Chairman 
Swift  Berry 
Fred  S.  Farr 


(7) 


INTRODUCTION 

The  Senate  Interim  Committee  on  Aviation  was  created  by  iSenate 
Eesolution  No.  77  of  the  1957  Legislative  Session,  and  the  Committee 
was  autliorized  and  directed  to  ascertain,  study  and  analyze  all  facts 
relating  to  the  subjects  expressed  in  this  recital  including,  but  not 
limited  to  aviation  education,  financial  aid  and  assistance  to  airports, 
zoning  in  relation  to  airports,  feasibility  of  licensing  aircraft  in  the 
State  and  the  revision  of  any  and  all  laws  in  any  way  bearing  upon 
or  relating  to  aviation  in  the  State  of  California  together  with  appro- 
priate recommendations. 

In  the  course  of  its  investigation  of  California  Aviation  activities, 
the  committee  held  the  following  public  hearings:  June  13,  1958, 
Sacramento,  aviation  education ;  September  3,  1958,  Lomita,  California, 
aircraft  financial  responsibility ;  September  17,  1958,  Sacramento,  zon- 
ing; and  December  3,  1958,  Sacramento,  ways  and  means  to  assist  in 
development  and  construction  of  airports  in  California. 

The  committee  also  met  with  the  following  organizations  during 
regular  meetings:  Kedwood  Empire  Association;  County  Supervisors 
Association;  National  Association  of  State  Airport  (Jfticials;  Aviation 
Medicine  Symposium  at  University  of  California  at  Los  Angeles; 
Beaches  and  Parks  Commission;  Institute  of  Transportation  and  Traf- 
fic Engineering,  University  of  California,  meeting  of  airport  repre- 
sentatives. 

The  committee's  first  order  of  business  was  to  familiarize  itself  with 
previous  studies  and  legislation  proposed  and  enacted  relating  to 
aviation  within  the  State.  It  was  immediately  ascertained  that  an  up- 
to-date  compilation  of  the  laws  on  aviation  in  the  State  of  California 
did  not  exist.  The  Legislative  Counsel  was  requested  and  did  compile 
for  this  committee  an  index  and  contents  containing  the  present  legis- 
lation in  effect  to  date.  This  material  proved  of  such  value  to  the 
committee  it  is  included  in  this  report  as  Appendix  "A"  with  the 
hope  it  will  serve  the  Legislature  equally  as  well  as  a  reference  and 
guide. 

Portions  of  the  transcripts  of  the  public  hearings  have  been  included 
in  Appendices  "B,"  "C,"  "D,"  and  "E"  of  this  report  and  a  resume 
of  each  hearing  included  under  the  background  data  of  each  of  the 
major  topics. 

The  previous  studies  were  of  value  to  the  committee.  Although  out- 
dated as  to  authenticity,  the  problems  are  basically  the  same  in  a  more 
complex  and  magnified  version. 

The  State  of  California  has  continued  to  be  a  large  contributor  to 
national  aviation  on  industrial  activity,  air  carrier  operations,  and  the 
general  aviation  field.  More  than  one  quarter  of  a  million  people  em- 
ployed by  the  industry  account  for  a  payroll  in  excess  of  28  million 
dollars  weekly.  Sales  from  the  industry  exceed  3  billion  dollars  an- 
nually in  the  State. 
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lu  1957  a  total  of  4,770,971  airline  passengers  enplaned  at  California 
airports  bound  for  all  parts  of  the  world.  California's  total  active  air- 
craft (9,256)  and  licensed  pilots  (33,705)  population  in  1957  was  the 
largest  of  any  state  in  the  Nation. 

The  special  assistant  to  President  Eisenhower  for  aviation  facilities 
planning,  Mr.  E.  P.  Curtis,  reported  in  1957  that  the  United  States 
may  expect  a  100  percent  increase  in  domestic  airline  revenue  pas- 
senger-miles by  1970  as  well  as  a  50  percent  increase  in  the  number 
of  general  aviation  aircraft  involved  in  business,  commercial  and  pleas- 
ure flying.  These  predictions  together  with  California's  anticipated 
1970  population  of  20,000,000  would  indicate  a  need  for  an  awareness 
on  the  part  of  the  State  as  to  its  current  problems  and  those  problems 
that  may  arise  in  the  future  California  aviation  expansion. 

To  investigate  the  current  and  immediate  future  concerns  of  flight 
and  airport  activity,  this  committee  proceeded  along  four  major  topics: 

1.  Aviation  education; 

2.  Financial  responsibility; 

3.  Zoning  and  tall  structures; 

4.  Ways  and  means  for  California  airport  development. 

These  subjects  are  discussed  separately  in  the  body  of  this  report. 


RECAPITULATION  OF  RECOMMENDATIONS 

1.  Suhject:  Unrefnnded  motor  vehicle  fuel  tax  on  aviation  gasoline. 

B ecommendai ions :  Enact  let^'islation  to  amend  Sections  8352,  81557 
and  8858  of  tlie  Revenue  and  Taxation  Code,  add  Section  8359 
thereto  relating  to  aircraft  fuel  taxes.* 

2.  Subject:  In-lieu  tax  and  registration. 

Recommendaiions:  Enact  a  Registration  and  In-lieu  Tax  Law.* 

3.  Suhject:  Aviation  education. 

Recommendations:  Enact  a  resolution  based  on  conclusions  formu- 
lated by  the  committee.* 

4.  Suhject:  Tall  structures  control  and  airport  zoning. 

Recommendations :  Amend  Section  402.5  of  the  Revenue  and  Tax- 
ation Code,  add  section  or  sections  to  the  Public  Utility  Code  and 
add  a  section  to  the  Government  Code.* 

5.  Suhject:  Aircraft  financial  responsibility. 

Recommendations:  Enact  an  Aircraft  Financial  Responsibility 
Law,  enact  an  Aircraft  Registration  Law.* 

6.  Suhject:  Ways  and  means  to  assist  aircraft  development. 

Recommendations :  Provide  for  a  study  at  state  level  to  determine 
present  airport  conditions,  probable  future  needs,  present  usage, 
an  appraisal  of  the  desirability  of  an  airport  sj^stem  and  the  State's 
interest  in  it,  plus  an  evaluation  of  resources  for  financing  such  a 
system. 

Enact  legislation  to  provide  funds  in  an  amount  sufficient  to  assist 
local  governments.* 

7.  That  because  of  the  importance  of  the  aircraft  as  a  vehicle  of  trans- 
portation and  because  of  the  rapid  increase  in  this  mode  of  transpor- 
tation in  the  past  three  years,  there  be  created  in  the  Interim  Com- 
mittee on  Transportation  a  Subcommittee  on  Aviation. 

*  Detailed  recommendations  may  be  foiind  at  the  conclusion  of  each  subject  chapter. 
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UNREFUNDED  MOTOR  VEHICLE  FUEL  TAX 
ON   AVIATION   GASOLINE 

The  only  assistaiK'o  ^'raiitnl  public  airports  in  the  State  of  California 
is  $350,()()()  divided  ani(»nt;-  tlio  58  counties  and  to  date  one  airport  dis- 
trict. 

Section  8352  of  the  Ixcvonuo  and  Taxation  Code  describes  these  funds 
as  the  sum  representin<>:  the  amount  of  the  money  in  the  IMotor  Vehicle 
Fuel  Fund  attributable  to  taxes  imposed  by  this  part  on  distribution  of 
motor  vehicle  fuel  used  or  usable  in  propellinp;  aircraft  of  a  type  heav- 
ier than  air. 

At  the  ])resent  time  aviation  fuel  is  sold  by  the  petroleum  marketer 
on  a  taxable  basis  and  on  an  exemi)t  tax  basis,  provided  the  purchaser 
is  the  holder  of  the  distributor's  permit  and  has  posted  a  $1()(),(K)0  bond 
in  favor  of  the  State  of  California.  All  the  major  airlines  and  air  frame 
manufacturers  have  taken  advantajre  of  the  latter  method  which  permits 
them  to  purchase  fuel  tax  exempt. 

Durinp:  the  caleiular  year  1957,  of  the  250.000.000  ;j:allons  of  aviation 
fuel  sold,  four-fifths  or  api>roximately  2l)(),()00.000  <:a11ons  were  sold 
tax  free.  The  renuiininp:  50.000.000  jjallons  were  subject  to  a  O-cent  tax 
refundable  on  application.  Kefunds  amounting;  to  37,500,000  gallons 
were  made  by  the  Controller  leavinc:  12,500,000  gallons  at  6  cents  per 
gallon  unclaimed  or,  dollarwise,  .^773, 525. 

Using  the  State  Board  of  Equalization  figures  for  quantities  re- 
funded, minus  the  .'^^350,000  allowance  1o  the  fund,  it  is  apparent  that 
for  the  year  1957  an  additional  -1^423,000  should  have  reverted  to  this 
fund.  See  Table  A,  page  17. 

With  the  rapid  growth  of  general  aviation  in  the  past  few  years  and 
the  predicted  growth  in  the  coming  years,  this  committee  is  inclined  to 
believe  the  fund  will  increase  accordingly. 

It  may  be  well  at  this  time  to  trace  the  origin  of  this  fund.  First, 
we  must  assume  that  the  fund  is  of  a  contributory  nature.  "We  have 
already  eliminated  the  airlines,  air  frame  manufactui-ers,  and  a  number 
of  corporations.  This  then  leaves  general  aviation  as  the  source  of  this 
fund.  General  aviation  for  our  purpose  may  be  broken  into  four  groups: 
(1)  the  commercial  operators,  i.e.,  aircraft  sales,  charter,  flight  instruc- 
tion, mapping,  patrol,  etc.;  (2)  aerial  applicators,  crop  dusting,  spray- 
ing, and  fire  sujipression  by  chemicals;  (3)  corporate  Hying,  the  trans- 
porting of  persoiniel  in  corporate-owned  aircraft  llown  by  professioiuil 
commercial  pilots;  (4)  the  private  pilot  ilying  for  pleasure  or  limited 
business  use.  Categories  (1),  (2)  and  (3),  being  conmiercial  in  nature 
and  in  a  highly  competitive  field,  we  may  further  assume  that  any 
contributory  gesture  to  the  fund  with  a  few  remote  exceptions  is  ex- 
tremely dubious.  The  remaining  category  is  the  private  pilot  Ilying  his 
own  aircraft  for  business  and  pleasure  who  by  the  process  of  elimination 
is  the  man  responsible  for  the  unrefunded  gas  tax  fund.  We  would 
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like  to  insert  here  an  exception  wliieli  for  lack  of  an  informative  source 
must  remain  an  unknown  quantity  and  we  refer  to  the  purchase  of  fuel 
for  use  by  out-of-state  transient  aircraft. 

Section  8357  at  the  present  time  allocates  the  $350,000  on  the  fol- 
lowing basis:  $2,500  to  each  county,  the  balance  apportioned  one-half 
in  proportion  to  area  and  one-half  in  proportion  to  population.  Any 
city  or  number  of  cities,  as  the  case  may  be,  owning  an  airport  or  air- 
poi-ts  may  lay  claim  up  to  50  percent  of  the  county 's  share. 

Section  8358  directs  the  expenditure  of  the  fund  in  the  following 
manner :  First,  the  county  shall  establish  a  special  aviation  fund  to  be 
eligible  for  its  share;  second,  counties  of  100,000  population  or  less  may 
expend  the  fund  for  capital  outlay  or  maintenance  for  airport  pur- 
poses. Counties  of  100,000  population  or  more  may  expend  their  allo- 
cation on  capital  outlay  only.  Cities  using  these  funds  are  likewise  sub- 
ject to  these  conditions. 

The  committee  is  unanimous  in  its  opinion  that  certain  sections  of 
the  code  should  be  amended  and  other  sections  added  so  as  to  utilize 
this  revenue  to  its  best  advantage.  Section  8352  of  the  Revenue  and 
Taxation  Code  should  therefore  be  amended  to  read  seven  hundred 
fifty  thousand  dollars  ($750,000). 

We  are  submitting  a  compilation  of  the  figures  (Table  A,  page  15) 
compiled  from  the  records  of  the  Board  of  Equalization  and  the  Con- 
troller of  the  State  of  California  to  substantiate  the  request  that  the 
sum  of  $750,000  is  the  more  realistic  figure  representing  the  amount 
of  money  in  the  Motor  Vehicle  Fuel  Fund  attributable  to  taxes  im- 
posed by  this  part  on  the  distribution  of  motor  vehicle  fuel  used  or 
usable  in  propelling  aircraft  of  a  type  heavier  than  air. 

Section  8357  should  be  amended  to  read,  "Each  county,  city  or  air- 
port district  owning  and  operating  an  airport  or  airports  possessing  a 
valid  permit  issued  b}^  the  California  Aeronautics  Commission  or  its 
successor  shall  receive  the  sum  of  two  thousand  five  hundred  dollars 
($2,500)." 

The  committee  finds  one  weakness  in  the  proposed  legislation.  At 
the  present  time  the  state  law  defines  an  airport  as  a  place  suitable  for 
the  landing  and  taking  off  of  aircraft.  By  no  stretch  of  the  imagination 
can  we  compare  a  flat  field  devoid  of  any  facilities,  with  paved  and 
lighted  runways  complete  with  fueling  and  service  facilities.  It  is 
within  the  power  of  the  California  Aeronautics  Commission  to  establish 
criteria  that  would  categorize  airports.  AVithout  those  specifications  any 
formula  devised  w'ill  be  unbalanced.  At  a  meeting  with  the  California 
Aeronautics  Commission  it  was  agreed  this  body  had  need  for  such  a 
classification  and  the  necessary  steps  have  been  taken  to  implement  the 
present  regulations. 

The  balance  of  Section  8357  would  be  repealed  for  the  following 
reasons : 

There  are  at  jiresent  13  counties  in  the  State  that  do  not  own  or 
operate  airports  and  therefore  cainiot  contribute  in  any  manner  to 
these  funds.  In  some  eases  these  funds  have  accumulated  since  the 
inception  of  the  program.  In  still  others  the  funds  have  been  expended 
in  a  dubious  manner.  The  committee  is  satisfied  the  intent  of  the  Leg- 
islature was  to  encourage  these  counties  to  develop  airports.  However, 


SENATE   INTERIM    COMMITTEE    ON   AVIATION  15 

this  apparently  has  been  the  exception  rather  than  the  rule.  The  com- 
mittee also  wishes  to  encourag'c  dovelopnient  and  has  provided  else- 
where in  the  proposed  forninla  a  in-ovision  for  aiding  counties  and 
cities  to  obtain  airi)orts. 

Present  legislation  jirovides  for  a  division  of  a  portion  of  the  funds 
on  an  area,  population  basis.  Under  the  pr-oposed  formula  each  airport 
would  receive  two  thousand  live  hundred  dollars  ($2,500).  This  elimi- 
nates the  necessity  to  divide  on  an  area  basis. 

The  committee  Avas  unable  to  substantiate  the  present  formula  on  a 
population  basis.  Investigation  shows  the  less  populated  counties  have 
more  aircraft  per  capita  than  do  densely  ]i()i)ulated  counties.  Examples 
are  Los  Angeles  County  with  one  aircraft  for  every  2,000  people,  Ama- 
dor County  with  one  aircraft  to  each  860  people,  and  San  Francisco 
with  one  aircraft  to  each  5,000  people.  The  same  conditions  prevail  as 
to  the  number  of  airports  (see  Table  B,  page  17).  Examples:  San 
Francisco,  one  airport;  Siskiyou  County,  seven  public  airports;  Kern 
County,  one  aircraft  for  every  900  people,  with  12  airports.  Under 
the  present  formula  of  apportionment,  an  airport-owning  city  received 
50  percent  of  the  county's  share.  Here  again  the  committee  fails  to  find 
a  logical  base  for  distribution.  Examples :  Humboldt  County  maintains 
five  county  airports,  and  receives  50  percent  of  the  allocation,  the  other 
50  percent  being  allocated  to  the  one  city-owned  airport.  The  opposite 
is  true  of  Los  Angeles  County  with  one  public  airport  as  to  six  operated 
by  cities  within  the  county. 

Section  8358  would  be  repealed  with  the  exception  of  provisions  for 
the  expenditure  and  disposition  of  the  two  thousand  five  hundred  dol- 
lars ($2,500)  allocated  to  airports.  Section  8359  would  be  added  to  ad- 
minister the  remaining  balance  of  this  fund. 

The  committee,  realizing  the  limited  amount  of  funds  available  and 
the  source  of  origin,  has  attempted  to  prepare  a  formula  wherein  these 
funds  will  return  as  near  as  possible  to  the  source  of  origin  with  the 
provision  to  encourage  new  development  which  will  in  turn  increase  the 
usable  value  of  the  aircraft  to  the  owner  who  makes  this  fund  available. 

The  recommendations  of  this  committee  are  contained  in  the  pro- 
posed legislation  prepared  by  the  committee,  as  follows : 

The  committee  recommends: 

An  act  to  amend  Sections  8352,  8357  and  8358  of  the  Revenue  and  Tax- 
ation Code,  and  to  add  Section  8359  thereto,  relating  to  aircraft  fuel 
taxes. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  8352  of  the  Revenue  and  Taxation  Code  is 
amended  to  read : 

8352.  The  money  in  the  Motor  Vehicle  Fuel  Fund  is  hereby  appro- 
priated, subject  to  the  provisions  of  any  budget  bill  heretofore  or 
hereafter  enacted  and  Section  661  of  the  Political  Code,  as  follows : 

(a)  To  pay  the  refunds  authorized  in  this  part,  including  refunds 
due  on  account  of  judgments  for  the  return  of  license  taxes  illegally 
collected. 
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(b)  To  the  Controller,  to  carry  out  any  duties  imposed  upon  him 
by  this  part. 

(c)  To  the  board,  to  carry  ont  any  duties  imposed  npon  it  by  this 
part. 

(d)  To  the  Highway  Users  Tax  Fund,  as  provided  in  this  chapter. 

(e)  To  pay  the  pro  rata  share  of  the  overhead  and  general  adminis- 
trative expense  of  the  Controller  and  the  board  attributable  to  duties 
imposed  by  this  part.  The  pro  rata  share  is  payable  upon  presentation 
of  a  claim  against  any  appropriation  from  the  IMotor  Vehicle  Fuel 
Fund  for  the  support  of  the  Controller  or  the  board,  as  the  case 
may  be. 

(f)  To  the  counties,  as  provided  in  this  chapter,  the  sum  of  seven 
hundred  fifty  thousand  dollars  ($750,000)  per  annum,  this  sum  repre- 
senting the  amount  of  money  in  the  Motor  Vehicle  Fuel  Fund,  attrib- 
utable to  taxes  imposed  by  this  part  on  distributions  of  motor  vehicle 
fuel  used  or  usable  in  propelling  aircraft  of  a  type  heavier  than  air. 
Payments  pursuant  to  this  subdivision  shall  be  made  prior  to  payments 
pursuant  to  subdivision  (d). 

Sec.  2.     Section  8357  of  said  code  is  amended  to  read : 

8357.  There  first  shall  be  paid  to  each  county,  city,  or  airport  dis- 
trict owning  and  operating  an  airport  or  airports  possessing  a  valid 
permit  issued  by  the  California  Aeronautics  Commission  or  its  suc- 
cessor the  sum  of  two  thousand  five  hundred  dollars  ($2,500)  annually 
for  each  airport. 

Sec.  3.     Section  8358  of  said  code  is  amended  to  read : 

8358.  The  amounts  paid  to  the  counties,  cities  and  airport  districts 
shall  be  paid  into  a  Special  Aviation  Fund  established  by  the  recipients 
and  shall  be  expended  for  airport  and  aviation  purposes  only. 

Sec.  4.     Section  8359  of  said  code  is  added : 

8359.  The  remaining  balance  shall  be  placed  in  a  fund  by  the  State 
and  shall  be  known  as  the  Airport  Assistance  Fund  to  be  apportioned 
under  the  following  conditions. 

"FirstTTliere  shall  be  allocated  to  the  California  Aeronautics  Com- 
mission a  sum  not  to  exceed  7  percent  of  the  Airport  Assistance  Fund 
for  the  purpose  of  providing  the  services  of  an  accountant  and  an 
engineer  to  aid  and  assist  the  recipients  in  the  administration  and 
expenditure  of  these  funds.  Any  county,  city  or  airport  district  may 
apply  annually  during  the  first  six  months  of  the  year  for  a  sura  not 
to  exceed  $2,500.  Such  sum  shall  be  placed  in  an  airport  Development 
Fund  establislied  by  the  recipient  who  shall  place  in  the  fund  a  like 
amount  as  that  applied  for.  Funds  from  the  Airport  Development 
Fund  shall  not  be  used  to  match  progressive  grants  from  the  Airport 
Assistance  Fund  and  shall  not  accumulate  to  an  amount  in  excess  of 
$15,000.  Funds  in  the  Airport  Development  Fund  shall  be  used  for 
the  following  purposes  only:  construction  of  runways,  taxiways,  air- 
craft parking  aprons,  runway  lighting  systems,  and  nonrevenue  bear- 
ing structures  necessary  for  the  operation  of  the  airport.  Tiand  acquisi- 
tion not  to  exceed  $100  per  aero.  Any  balance  remaining  in  the  Air- 
port Assistance  Fund  at  the  end  of  each  calendar  year  shall  be  trans- 
ferred to  a  fund  known  as  the  Airport  Contingent  Fund.  These  funds 
shall  be  expended  on  the  recommendation  of  the  Director  of  Aero- 
nautics and  a  four-fifths  vote  of  the  commission  at  public  meetings 
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conducted  by  the  California  Aeronautics  Commission  and  shall  be  ex- 
pended on  the  same  basis  that  counties,  cities  and  airport  districts  may 
expend  funds  from  the  Airport  Assistance  Fund  but  shall  be  limited 
to  the  sum  of  $10,000  annually  on  each  airport. 


TABLE  A 

Aviation  fuel  distributions  Aviation  fuel  refunds 

1957                         Gallons  Tax  Gallons                 Tax 

January 3,209,840  $192.r)D0.80  3,603,158  $216,189.48 

February  ___  2,929,095  175,745.70  3,042,306  182,538.36 

March    3,676,109  220,506.54  2,990,424  179,425.44 

April    7,389,972  443,398.32  2,691,947  161,514.82 

May   4,481,251  268,875.06  2,076,016  124,560.96 

June    4,275.454  256,527.24  2,878,805  174,131.90 

July    5,079,254  304,755.24  2,556,939  1.53,410.34 

August 5,285,643  317,138.58  2,725,395  103,523.70 

September  __  4,260,790  255,647.40  2,916,017  174,901.02 

October 4,952,142  297,128.52  0,034,771  302,086.26 

November    —  2,875,904  172,554.24  2,306,093  138,365.58 

December    __  1,934,986  116,099.16  3,476,340  224,173.74 


+ 

+ 
+ 
+ 
+ 
+ 
+ 

+ 


Difference 
-j-  or  — 

$23,598.68 

6,792.66 

41,141.10 

281,883.50 

144,314.10 
82,395.34 

151,338.90 

153,014.88 
80,780.38 
64,957.74 
34,188.66 

108,074.58 


Total    __  50,350,446     $3,021,026.80     37,458,361     $2,247,501.66     +  $773,525.14 


TABLE  B 
Airports 

Counties                   County  City    Private  Total 

Alameda 3             14 

Alpine 

Amador    1           1 

Butte    2             9  11 

Calaveras     11  2 

Colusa    __  10  10 

Contra    Costa 1  __             1  2 

Del   Norte 3  __             1  4 

El  Dorado 1  __             3  4 

Fresno    3  12  15 

Glenn    3  __             4  7 

Humboldt    5  1             7  13 

Imperial     2  3             5  10 

Inyo    4  __             6  10 

Kern     12  __  18  30 

Kings    1  11  12 

Lake     1  __             5  6 

Lassen    2  1             2  5 

Los   Angeles 1  6  17  24 

Madera    1  1  ,  --  2 

Marin 1  1 

Mariposa    1           1 

Mendocino     2  2             6  10 

Merced     3             5  8 

Modoc     3  1—4 

Mono    3  __             1  4 

Monterey     12             4  7 

Napa    1  __             3  4 

Nevada     1  1  __  2 

Orange     112  4 

Placer    2             3  5 

Plumas    2  __             2  4 

Riverside    1  3  14  18 

Sacramento 1  1  12  14 

San  Benito 112 

San  Bernardino   —     1  2  31  34 

San  Diego 4  3  13  20 


Aircraft 
C.A.A.      B.ofE. 
351  392 


17 

81 

9 

51 

162 

23 

16 

248 

54 

133 

135 

26 

206 

73 

14 

27 

2,535 

39 

68 

2 

85 

116 

10 

3 

111 

35 

20 

308 

23 

32 

163 

269 

16 

231 

420 


16 

78 
8 
7 

219 
18 
10 

323 
65 

112 

115 
25 

329 

81 

14 

23 

2,931 

26 

55 

1 

82 

60 

12 

2 

72 

72 

5 

629 
34 
30 

131 

192 
32 

207 

498 


Interim 
committee 
440 

19 

110 

8 

88 

237 

17 

12 

311 

60 

100 

125 

25 

315 

81 

12 

19 

3,000 

25 

55 

1 

71 

52 

12 

2 

70 

72 

20 

630 

35 

31 

150 

188 

30 

274 

515 
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Counties  County 

San    Francisco 1 

San    Joaquin     1 

San   Luis  Obispo __     3 

San    Mateo 1 

Santa    Harbara    __     3 

Santa   Clara 1 

Santa    Cruz    

Shasta    1 

Sierra     — 

Siskiyou     5 

Solano 

Sonoma    1 

Stanislaus 

Sutter    1 

Tehama    1 

Trinity    5 

Tulare    4 

Tuolumne    1 

Ventura    2 

Yolo    1 

Yuba    1 

Totals     93 


TABLE   B- 

-Continued 

Airpo 

rts 

Aircraft 

Interim 

City 

Private 

Total 

C.A.A. 

B.  of  E. 

committee 

_^ 

1 

211 

2 

4 

7 

154 

1G2 

150 

4 

7 

r)2 

61 

52 

1 

2 

132 

300 

514 

1 

8 

12 

100 

84 

75 

1 

6 

8 

250 

254 

253 

1 

3 

4 

44 

43 

50 

2 

2 

5 

51 

41 

48 

__ 

1 

1 

2 

1 

3 

2 

5 

12 

38 

33 

33 

1 

4 

5 

48 

22 

22 

0 

10 

100 

120 

115 

o 

6 

9 

134 

150 

151 

__ 

9 

10 

46 

36 

35 

2 

1 

4 

29 

21 

17 

1 

6 

21 

11 

10 

3 

11 

18 

143 

220 

221 

1 

12 

18 

17 

10 

12 

120 

152 

179 

6 

7 

88 

118 

120 

— 

— 

1 

23 

29 

28 

81 


282 


456 


7,970 


8.782 


9,256 


REGISTRATION  AND  IN-LIEU  TAXATION 
OF  AIRCRAFT 

Included  in  the  recommendations  of  study  by  this  committee  was  the 
feasibility  of  registering-  and  licensing  of  airci-aft  in  the  State  of  Cali- 
fornia. 

The  committee  has  com])iled  eonsidei-able  data  covering  the  present 
personal  property  method  of  taxation. 

Table  1,  page  21  of  this  section  shows  the  total  assessed  valuation  of 
aircraft  in  the  State  by  counties.  We  have  separated  the  aircraft  of 
commercial  airlines  for  two  reasons.  Firrst,  only  13  counties  are  recipi- 
ents of  this  tax  base,  and  thou  on  a  formula  basis  of  distribution. 
Second,  the  State  of  California  has  no  jurisdiction  over  aircraft  o])er- 
ated  exclusively  by  an  air  carrier  while  there  is  in  force  a  certificate 
or  permit  issued  by  the  Civil  Aeronautics  Authority  or  its  successor. 
Exhibit  A,  pages  19-20. 

EXHIBIT  A 

State  of  California 
Office  of  Legislative  Counsfx 
Sacramento,  California,  October  2,  19.^)8 
Honorable  Stephen  P.  Teale 
Box  B,  West  Point,  California 

Aircraft  Registration  and  Taxation— #  4013 

Dear  Senator  Teale : 

QUESTION 

With  respect  to  a  draft  of  a  proposed  aircraft  registration  and  licensing  law,  you 
have  asked  if  the  exemption  of  interstate  and  foreign  air  carriers  from  the  provisions 
of  the  draft  is  necessary  as  a  constitutional  matter. 

OPINION 

We  do  not  believe  that  the  provisions  expressly  exempting  air  carriers  engaged 
in  interstate  and  foreign  commerce  from  the  effect  of  the  proposed  law  are  consti- 
tutionally necessary.  However,  elimination  of  the  exemi)tion  would  not,  in  our 
opinion,  result  in  subjecting  those  air  carriers  to  the  provisions  of  the  proposed  law. 

ANALYSIS 

The  draft  presented  provides  for  the  registration  of  aircraft  and  for  the  imposition 
of  a  license  fee  "for  the  privilege  of  operating  each  aircraft  in  this  State"  (Draft 
Sec.  11820).  The  license  fee  is  declared  to  be  "in  lieu  of  all  taxes  according  to  weight 
or  value  levied  for  state  or  local  purposes"  (Draft  Sec.  11827).  Air  carriers  engaged 
in  interstate  and  foreign  commerce  are  specifically  exempted  from  registration  and 
license  fee  provisions  while  there  is  in  force  a  certificate  or  permit  issued  by  the 
Civil  Aeronautics  Board  of  the  T'nited  States    (Draft  Sees.  24107  and  11812)*. 

With  respect  to  a  conflict  with  the  Federal  Constitution  we  believe  it  immaterial 
whether  or  not  the  exemption  is  included  in  the  draft  provisions.  Both  the  Federal 
and  Calif(.rnia  Constitutions  provide  that  the  Federal  Constitution  is  the  supreme 
law  of  the  land  (U.  S.  Const.  Art.  YI,  CI.  2;  Calif.  Const.  Art.  I,  Sec.  3)  and  a 
state  law  must  yield  to  the  federal  power  {In  re  Movfian,  SG  Cal.  App.  2d  217,  223). 
Thus,  if  in  fact  the  registration  and  licensing  of  interstate  and  foreign  aircraft  vio- 
lates constitutional  provisions,  the  draft  provisions  will  be  inapplicable  to  such 
aircraft. 
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Since  the  laws  of  the  State  will  be  constucd  so  as  to  uphold  their  ooustitiitionality 
if  possible  (People  v.  Globe  Grain  and  Milling  Cvnipani/,  211  Cal.  llil,  127),  it  is 
likely  that  any  constitutionally  required  exemption  would  be  implied  with  the  law 
remaining  in  full  force  as  to  local  aircraft. 

Further,  we  believe  that  the  licensing  provisions  of  the  draft  would  in  fact  be 
unconstitutional  insofar  as  it  were  applied  to  aircraft  engaged  in  interstate  and 
foreign  commerce.  While  it  is  clear  that  the  interstate  nature  of  an  air  carrier's 
business  does  not  prevent  the  levying  of  state  property  taxes  (Flying  Tiger  Line, 
Invorporaicd  v.  The  County  of  Los  Angeles  (1958),  151)  A.C.A.  ;}4() ;  Isorthicest 
Airlines  v.  Minnesota  (1943),  322  U.  S.  292;  Braniff  Aincays  v.  Nebraska  State 
Hoard  (1954),  347  U.  S.  f/.tO),  it  is  equally  clear  that  the  State  may  not  license 
interstate  commerce  without  being  in  violation  of  the  commerce  clause  of  the 
Federal  Constitution  (Pacific  Telephone  and  Telegraph  Conipiiny  v.  Tax  Commis- 
sion of  the  State  of  Washington,  297  U.  S.  403).  That  the  proposed  license  fee  is 
not  a  property  tax  but  a  privilege  tax  would  appear  to  follow  from  the  case  of 
Ingels  v.  Riley  (5  Cal.  2d  154)  where  the  court  held  the  California  motor  vehicle 
license  fee  to  be  a  privilege  tax  despite  the  fact  that  payment  of  the  fee  exempttd 
vehicles  from  state  and  local  taxes  levied  according  to  value.  We  believe  the  same 
l)rinciples  would  apply  to  the  regulation  of  foreign  commerce  since  the  power  to 
regulate  foreign  commerce  is  conferred  by  the  same  constitutional  clause  as  the 
I)ower  to  regulate  interstate  commerce.  It  has  been  suggested  that  the  federal 
authority  to  regulate  foreign  commerce  may  be  broader  tlian  the  authority  over 
interstate  commerce  (Atlantic  Cleaners  and  Dyers  v.  United  States,  280  U.  S.  427, 
434). 

We  also  believe  that  the  registration  pi-ovisions  of  the  draft  could  not  be  made 
applicable  to  aircraft  engaged  in  interstate  and  foreign  commerce  in  the  absence  of 
a  relationship  of  such  registration  to  a  constitutional  exercise  of  a  state  power  with 
respect  to  such  aircraft,  such  as  property  taxation,  since  the  matter  of  registration 
of  aircraft  engaged  in  interstate  and  foreign  commerce  appears  to  have  been  fully 
occupied  by  the  Federal  Government  (Federal  Aviation  Act  of  195S,  Sees.  501,  502). 
Complete  occupation  of  the  field  would  jirevent  any  conflicting  state  action  (In  re 
^'eterans'  Air  Express  Co.,  70  Fed.  Suppl.  084).  The  draft  dors  not  purport  to  relate 
the  registration  provisions  to  the  exercise  of  any  state  power. 

Having  thus  reached  the  ct)nclu.sion  that  interstate  and  foreign  air  carriers  would 
not  be  subject  to  the  registration  and  licensing  provisions  of  the  draft,  it  follows  that 
the  absence  of  the  exemption  in  question  would  not  render  the  measure  unconstitu- 
tional. On  the  other  hand,  since  the  the  draft  provision  could  be  be  applicable  to 
air  carriers  engaged  in  interstate  and  foreign  commerce,  inclusion  of  the  exemption 
lends  to  the  clarity  of  the  measure  by  making  certain  the  scope  of  its  application. 

Very  truly  yours, 

Ralph  N.  Kleps 
I>egislative  Counsel 
By  Kicii.\KD  E.  Gardella 
Deputy  Legislative  Counsel 

Table  2,  page  23,  shows  taxes  levied  on  aircraft  by  county.  Table  3, 
page  24,  shows  the  number  of  aircraft,  the  average  value  and  the  mini- 
mum to  maxinnim  tax  rate  for  each  county.  The  data  compiled  in  these 
tables  was  provided  from  information  sui)plied  by  the  several  counties 
in  the  State.  The  basic  information  sujiplied  by  this  compilation  is 
apparent.  Table  1  shows  us  air  carrier  aircraft  in  the  State  are  as- 
sessed at  20^  million  dollars.  All  other  aircraft  are  assessed  at  15  ^ 
million  dollars.  In  the  case  of  aircraft  of  commercial  airlines  the  com- 
mittee did  not  continue  its  investigation  further  for  reasons  previously 
mentioned.  The  balance  of  the  tables  deals  with  aircraft  otlier  than  air 
carriers,  some  8,750  in  iniml)('r.  The  average  statewide  value  of  these 
aircraft  is  approximately  $1,500.  Until  such  time  as  aircraft  are  regis- 
tered in  the  State,  tlicre  is  no  way  of  knowing  if  tliis  is  a  correct  valua- 
tion. "We  do  know,  however,  from  direct  conversation  with  a  number  of 
county  assessors  that  their  method  of  evaluating  was  to  ask  the  owner 
or  airport  manager  to  place  a  market  value  on  tlic  aircraft. 
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The  last  two  columns  of  Table  3  show  conclusively  the  present  form 
of  taxinf>:  aircraft  is  discriminatory  in  nature.  It  is  conceivable  that  an 
aircraft  based  at  airport  "A"  could  and  does  in  some  cases  pay  three 
times  the  amount  of  taxes  as  the  same  identical  aircraft  based  at  air- 
port "B." 

In  the  course  of  the  December  3d  hearing  considerable  discussion 
on  an  in  lieu  tax  took  place.  The  consensus  of  opinion  was  in  favor  of 
this  type  of  taxation,  the  only  dissension  being  on  the  formula  of 
distribution. 

The  committee  has  reached  the  following  conclusion :  Assessment  is 
not  iiniform  throughout  the  State.  This  could  and  apparently  does 
cause  an  influx  of  aircraft  to  counties  having  a  lower  assessed  valua- 
tion or  districts  with  lower  rates. 

There  was  testimony  offered  that  implied  that  aircraft  were  flown 
out  of  the  State  prior  to  the  first  Monday  in  March  to  escape  all  taxa- 
tion. This  has  not  been  verified  by  this  committee.  However,  the  fact 
remains  that  a  possibility  does  exist.  The  actual  number  of  aircraft  in 
the  State  is  unknown.  As  shown  in  Table  4,  three  separate  counts  show 
three  separate  totals  with  a  variation  of  some  1,200  aircraft.  The  com- 
mittee has  every  reason  to  believe  from  investigation  that  a  registration 
of  aircraft  will  show  an  increase  in  the  tax  rolls  of  at  least  a  minimum 
of  1,000  aircraft  that  are  presently  escaping  taxation.  The  average 
assessor  does  not  feel  qualified  to  appraise  aircraft.  Although  the  Board 
of  Equalization  through  the  Division  of  Assessment  Standards  could 
and  does  furnish  assistance,  the  committee  feels  to  be  effective  some 
form  of  annual  appraisal  is  necessary. 

The  final  conclusion  by  this  committee  is  that  there  exists  a  similar 
problem  in  relation  to  aircraft  that  existed  to  motor  vehicles  prior  to 
the  motor  vehicle  in  lieu  tax.  Said  law  has  been  accepted  and  proven 
as  the  most  equitable  and  feasibly  method  of  administering  a  tax  on 
vehicles  capable  of  self -motivation. 


RECOMMENDATIONS 

The  committee  recommends  that  there  be  enacted  a  Registration  and 
In  Lieu  Tax  Law,  the  registration  to  pay  for  duties  imposed  by  this 
part  and  the  In  Lieu  Law  on  the  commission  and  the  State  Controller. 

TABLE  1 

ASSESSED   VALUATION    OF   AIRCRAFT-1958 

By  County 

Aircraft  of 

commercial 
Counties  airlines 

Alameda ^        $334,206 

Alpine  

Amador    

Butte    

Calaveras 

Colusa 

Contra  Costa 

Del  Norte 7,610 

El  Dorado 

Fresno 109,900 


Other  aircraft 

Total 

at  named            on  private 

assessed 

airports               airstrips 

value 

$585,375 

$919,581 

7,150                       II 

7,150 

44,565              $15,495 

60,060 

11,525                     300 

11,825 

14,275                    456 

14,731 

214,260 

214,260 

16,225 

23,835 

9,800                  1,500 

11,300 

290,670                53,900 

454,470 

22 


FINAL   REPORT 


TABLE    1— Continued 

ASSESSED   VALUATION    OF   AIRCRAFT-1958 

By  County 

Aircraft  of  Other  aircraft  Total 

commercial  at  named  on  private  assessed 

Counties  airlines  airports  airstrips  value 

Ulcnu    —  $22,800  $10,200  $39,000 

Humboldt $18,480  75,924  25,460  119,804 

Imperial —  73,325  23,470  96,795 

Inyo    __  42,720  -_  42,720 

Kern __  160,780  130,700  291,480 

Kings    __  75,520  25,500  101,020 

Lake —  12,650  __  12,650 

Lassen    —  11,110  _.  11,110 

Los  Angeles 13,698,330  8,493,220  __  22,191,550 

Madera __  16,000  2,600  18,000 

:\rarin    __  53,785  2,395  56,180 

Mariposa    __  9,000  __  9,000 

Mendocino    3,620  98,160  48,670  150,450 

Merced    __  26,080  9,000  35,080 

Modoc -_  3,650  200  3,850 

Mono    __  3,000  __  3,000 

Monterey    17,740  101,320  1,910  120,970 

Napa __  64,990  __  64,990 

Nevada __  24,530  __  24,530 

Orange   5,290  613,120  4,550  622,960 

Placer __  11,130  3,050  14,180 

Plumas __  20,825  __  20,825 

Riverside    __  159,420  400  159,820 

Sacramento    183,480  152,360  7,330  343,170 

San  Benito __  58,920  5,225  64,145 

San  Bernardino  ___  __  665,570  __  665,570 

San  Diego 360,080  603,980  12,430  976,490 

Sau    Francisco 

San  Joaquin __  114,025  7,600  121,025 

San  Luis  Obispo  ___  __  37,990  150  38,140 

San  Mateo 5,764,600  915,445  __  6,680,045 

Santa  Barbara 22,680  251,500  9,000  283,180 

Santa  Clara __  250,300  13,100  203,400 

Santa  Cruz __  68,550  2,440  70,990 

Shasta    __  68,020  __  08,020 

Sierra __  __  2,100  2,100 

Siskiyou __  24,570  25,340  49,910 

Solano __  11,950  500  12,450 

Sonoma    __  107,190  4,270  111,460 

Stanislaus    __  166,690  12,400  179,090 

Sutter __  18,100  6,150  24,250 

Tehama    __  __  10,500  10,500 

Trinity    __  6,155  __  6,155 

Tulare    1,890  130,690  12,380  144,960 

Tuolumne __  22,600  —  22,600 

Ventura    __  202,870  3,800  206,670 

Yolo    __  137,340  13,910  151,250 

Yuba __  27,840  500  28,400 

Totals $20,527,906  $15,409,559  $514,941  $36,452,406 
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TABLE  2 

ESTIMATED   TAXES   LEVIED   ON    AIRCRAFT-1958 

By  County 

Aircraft  of  Other  aircraft  Total 

commercial  at  named             at  private              estimated 

Counties  airlines  airports               airstrips  levies 

Alameda $24,531  $44,798  —  $69,329 

Alpine 

Amador    —  275  __  275 

Butte    —  2,457  $933  3,390 

Calaveras    __  606  16  G22 

Colusa —  989  28  1,017 

Contra  Costa —  17,682  __  17,682 

Del  Norte 496  1,058  __  1,554 

El  Dorado —  410  77  487 

Fresno    8,804  21,050  2,874  32,728 

Glenn    __  912  684  1,596 

Humboldt 924  7,998  225  8,223 

Imperial —  4,630  1,504  6,134 

Inyo    —  2,663  __  2,663 

Kern __  11,804  8,364  20,168 

Kings    —  3,638  1,380  5,010 

Lake   __  664  __  664 

Lassen    514  —  514 

Los  Angeles 975,321  604,717  __  1,580,038 

Madera —  973  147  1,120 

Marin __  3,552  177  8,729 

Mariposa    __  375  __  375 

Mendocino   226  6,135  3,042  9,403 

Merced   —  1,458  547  2,005 

Modoc __  186  10  196 

Mono    —  159  __  159 

Monterey   1,037  6,547  107  7,691 

Napa    _-  4,383  __  4,383 

Nevada __  1,108  __  1,108 

Orange   296  40,538  298  41,132 

Placer __  541  153  694 

Plumas —  793  __  793 

Riverside    __  9,598  24  9,622 

Sacramento    10,000  8,744  548  19,292 

San   Benito __  2,887  203  3,090 

San  Bernardino __  50,014  __  50,014 

San  Diego 24,233  40,890  840  65,963 

San    Francisco 

San  Joaquin __  8,016  534  8,550 

San  Luis  Obispo  __-  —  2,492  9  2,501 

San  Mateo 346,910  60,654  __  407,564 

Santa  Barbara 1,243  13,292  489  15,024 

Santa  Clara __  17,255  960  18,215 

Santa  Cruz __  3,649  140  3,789 

Shasta    __  4,150  __  4,150 

Sierra __  —  85  85 

Siskiyou —  1,465  1,579  3,044 

Solano —  504  24  528 

Sonoma —  6,935  276  7,211 

Stanislaus    __  11,118  842  11,960 


24 


FINAL  REPORT 


TABLE  2— Continued 

ESTIMATED   TAXES  LEVIED   ON    AIRCRAFT-19S8 
By  County 

Aircraft  of  Other  aircraft 

commercial  at  named              at  private 

Counties                            airlines  airports                 airstrips 

Sutter —  $830                    $296 

Tehama    —  —                     613 

Trinity _-  375 

Tulare    $132  9,110                      863 

Tuolumne —  1,110 

Ventura    —  12,585                      219 

Yolo    __  8,987                      924 

Yuba 

Totals $1,394,153  $1,069,899              $30,007 


Total 
estimated 
levies 
$1,126 
613 
375 
10,105 
1,110 

12,804 
9,911 


$2,403,195 


TABLE  3 

NUMBER   AND   ASSESSED   VALUE    OF    AIRCRAFT 

By  County 


At  named  On  private  Total 

Counties               airports     airstrips  aircraft 

Alameda    392  __  392 

Alpine   

Amador 16  __  16 

Butte 50  28  78 

Calaveras    7              1  8 

Colusa 6              1  7 

Contra  Costa  ___  219  __  219 

Del  Norte 18  __  18 

El   Dorado 8               2  10 

Fresno    270  53  323 

Glenn 38  27  65 

Humboldt 90  22  112 

Imperial    74  41  115 

Invo 25  —  25 

Kern    307  22  329 

KiuKs    71  10  81 

Lake    14  __  14 

Lassen 23  __  23 

Los  Angeles 2,931  —  2,931 

Madera    22               4  26 

Marin    52              3  55 

Mariposa 1  1 

Mendocino    56  26  82 

Merced    56              4  60 

Modoc    10              2  12 

Mono   2  __  2 

Monterey    70              2  72 

Napa   72  __  72 

Nevada    5  6 

Orange    613  16  629 

Placer    30               4  34 

Plumas    30  __  30 

Riverside     130                1  131 

Sat-ramento    179  13  192 

San    Benito 29              3  82 


Minimum  to 

Avg.  assessed  value 

maximum  tax 

Named 

Private 

Code 

Per 

airports 

airstrips 

area 

$100 

$1,493 

— 

616 

$8.93 

447 

385 

3.85 

891 

$553 

528 

6.23 

1,646 

300 

526 

5.26 

2,379 

456 

978 



608 

8.45 

901 

652 

6.52 

1,225 

750 

418 

5.16 

1.077 

1,017 

365 

8.01 

600 

600 

422 

4.22 

2,100 

1,229 





991 

572 

547 

6.90 

1,709 

__ 

585 

6.83 

524 

5,941 

530 

9.02 

1,064 

2,550 

436 

5.85 

904 

480 

5.39 

483 

__ 

440 

4.67 

2,363 







727 

650 

602 

6.67 

1,034 

798 

642 

7.38 

9,000 

420 

4.20 

1,753 

1,872 

625 

6.25 

466 

2,250 

493 

6.08 

365 

1,100 

510 

5.10 

1,500 

412 

6.36 

1,447 

955 

4G8 

6.63 

903 

__ 

527 

7.31 

3,336 

__ 

450 

4.55 

1,000 

284 

419 

7.87 

371 

763 

470 

5.08 

694 

328 

4.30 

1,226 

400 

507 

6.78 

851 

504 

545 

8.11 

2,032 

1,742 

388 

4.90 
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TABLE  3— Continued 

NUMBER   AND   ASSESSED   VALUE   OF   AIRCRAFT 

By  County 


At  named  On  private  l^otal 
Counties               airports     airstrips    aircraft 

San  Rernar(lino__  207  —  207 

San  DioKo 485  13  498 

San   Francisco 

San    Joaquin    ^^  146  16  162 

San  Luis  Obispo.  60  1  61 

San  Mateo 800  __  300 

Santa  Barbara  __  83  1  84 

Santa  Clara 250  4  254 

Santa    Cruz 41  2  43 

Shasta    41  __  41 

Sierra    1  1 

Siskiyou    24  9  33 

Solano    20  2  22 

Sonoma    114  6  120 

Stanislaus 127  23  150 

Sutter    28  8  36 

Tehama 21  __  21 

Trinity    11  __  11 

Tulare    198  22  220 

Tuolumne    18  __  18 

Ventura 150  2  152 

Yolo 

Yuba    

Totals    8,379  403  8,782 


Minimum  to 

Avg.  asse 

•ssed  value 

maximum  tax 

Named 

Private 

Code 

Per 

airports 

airstrips 

area 

$100 

$3,215 

__ 

438 

$6.84 

1,245 

$956 

553 

8.41 

781 

475 

703 

7.03 

633 

150 

604 

8.59 

1,144 

763 

7.63 

3,030 

9,000 

495 

6.84 

1,001 

3,275 

529 

7.65 

1,672 

1,220 

427 

5.75 

1,659 

— 

487 

6.18 

2,100 

400 

4.00 

1,024 

2,861 

560 

6.63 

598 

250 

394 

5.89 

940 

712 

647 

6.47 

1,313 

539 

576 

6.83 

646 

769 

422 

4.76 

500 



584 

560 

588 

6.09 

660 

563 

697 

6.97 

1,256 

— 

491 

4.91 

1,352 

1,900 

535 

6.77 

— 

— 

— 

— 

$1,839         $1,277 
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AVIATION   EDUCATION 

BACKGROUND 

It  may  be  well  at  this  time  to  briefly  review  the  history  of  aviation 
education  in  California  schools. 

Aviation  education  had  its  inception  in  1!)45  under  Chapter  1440, 
Statutes  of  194").  The  original  appropriation  was  in  the  amount  of 
.ii21G,()()0  and  provided  a  stall'  of  four,  consisting  of  a  chief,  and  three 
consultants,  who  were  provided  with  suitable  aircraft.  The  Department 
of  Education  also  provided  public  liability  and  property  damage  insur- 
ance for  the  individual  school  districts,  agents  and  employees.  It  is  in- 
teresting to  note  that  when  the  Legislature  disapproved  this  insurance 
item  in  the  1948  Budget,  returning  the  responsibility  to  the  districts, 
the  rates  increased  from  $0.45  to  approximately  $2.50  per  student  hour. 
Sul)se(iueutly.  nuiny  of  the  school  districts  dropped  the  progi'am  en- 
tirely. 

The  1957  Session  of  the  Legislature  enacted  Senate  Bill  No.  (i47 
which  authorized  the  California  Aeronautics  Commission  to  make  avail- 
able to  the  schools  offering  actual  flight  experience  a  "basic  insurance 
program."  The  commission  at  this  writing  is  conducting  the  necessary 
survey  to  determine  the  extent  and  scope  of  possible  activity  which 
in  turn  will  provide  interested  insurance  carriers  with  the  iiiforma- 
tion  re({uired  to  submit  bids. 

Through  the  years  following  the  inception  of  the  aviation  education 
program  in  1945,  the  Legislature  repeatedly  decreased  the  budget  until 
in  the  year  1954  it  was  eliminated.  Since  that  time  the  Department 
of  Education  has  consented  to  approximately  25  percent  of  the  time 
of  one  consultant  to  aid  the  75  schools  and  colleges  offering  aviation 
courses  in  the  State  today. 

The  seed  has  been  planted  and  from  this  skeleton  program  some 
four  to  five  thousand  students  a  year  enter  the  aviation  industry.  This 
committee  believes  that  a  modest  budget  should  be  provided  to  the 
Department  of  Education  for  the  supervision  and  guidance  of  this 
program.  Such  an  expenditure  would  not  only  be  a  wise  investment, 
but  would  also  benefit  many  students  in  our  schools  as  well  as  the 
aviation  industry  of  this  State. 

The  committee  is  of  the  opinion  that  the  California  Aeronautics 
Commission  should  be  encouraged  to  provide  the  necessary  jjcrsonnel 
for  supervision  and  inspection  of  aircraft  and  flight  instructors  used 
by  the  school  districts  and  colleges  in  this  flight  program. 

The  Appendix  B  is  a  transcript  of  the  public  hearing  held  in  Sacra- 
mento, Califonua,  on  June  VS,  1958.  The  public  hearing,  meetings,  and 
committee  investigations  are  the  source  of  the  above-mentioned  infor- 
mation. 
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RECOMMENDATIONS 

The  Senate  Interim  Committee  on  A\'iatioii,  liaviii<i'  conducted  stud- 
ies, investig'ations,  and  a  jniblic  lieai'in<^'  on  aviation  education  in  Cali- 
fornia schools,  respectfully  submits  the  following  recommendations: 

(1)  The  Department  of  Education  should  provide  in  their  1959-60 
budget  an  item  sutficient  for  the  salary  of  a  full-time  aviation  con- 
sultant. 

(2)  That  such  salary  shall  be  augmented  by  a  sum  achMpuite  for  tlie 
expenses  and  travel  of  said  consultant. 

(3)  That  the  consultant  should  submit  to  the  futur-e  interim  com- 
mittee for  transmittal  to  the  Senate  a  progress  report  on  the  activities 
of  his  department. 

(4)  That  the  California  Aeronautics  Commission  sliall  diligently 
proceed  to  procure  a  blanket  aviation  liability  insurance  policy  for 
the  protection  of  school  districts  and  colleges. 

(5)  That  the  California  Aeronautics  Commission  shall  provide  the 
necessary  personnel  for  the  inspection  of  aircraft  and  flight  instructors 
to  be  used  in  orientation  for  instructional  flight  programs  sponsoi-ed 
by  said  school  districts  or  colleges. 

(6)  The  committee  finds  additional  legislation  at  this  time  is  not 
essential,  but  reconnnends  that  future  interim  committees  include  this 
vital  subject  in  their  study. 


TALL  STRUCTURES  CONTROL  AND 
AIRPORT  ZONING 

BACKGROUND 

The  great  strides  made  by  commercial  aviation  during  the  last  gen- 
eration, the  huge  expansion  of  the  State's  capacity  to  manufacture 
aircraft,  and  the  growing  interest  in  private  and  corporate  flying,  plus 
man's  ability  to  build  antenna  towers  to  heights  in  excess  of  4,000 
feet  have  combined  to  create  a  hazardous  situation  both  on  and  off 
the  airways. 

The  Federal  Communications  Commission  submits  certain  applica- 
tions for  antenna  construction  and  operation  to  the  Civil  Aeronautics 
Administration  for  review  of  compliance  with  the  CAA  Technical 
Standard  Order  N-18  and  the  Joint  Intergovernmental  Tall  Structure 
Committee  obstruction  criteria. 

Regulations  of  the  Administrator  of  the  Civil  Aeronautics  Admin- 
istration, Part  625,  requires  notification  of  construction  of  structures 
greater  than  150  feet  in  height  within  20  miles  of  a  civil  airway  or  of 
a  structure  within  15,000  feet  of  the  nearest  boundary  of  a  landing 
area  if  the  structure  exceeds  in  height  an  imaginary  slope  of  100.0 
from  the  boundary  of  the  landing  area. 

These  existing  federal  regulations  appear  adequate  for  the  control 
of  avigational  obstructions  within  the  defined  areas.  However,  a  large 
area  of  California,  utilized  by  general  aviation  and  outside  of  those 
air  space  areas  controlled  by  the  Federal  Government  are  subject  to 
unregulated,  hazardous  encroachment  by  tall  structures.  Tall  struc- 
tures may  be  considered  as  those  extending  500  feet  above  the  existing 
terrain.  This  altitude  is  the  minimum  safe  altitude  for  aircraft  outside 
congested  areas  as  noted  by  the  Civil  Air  Regulations,  Part  60.17  (c), 
Appendix  A. 

The  problem  of  zoning  for  airports  appears  serious,  particularly 
adequate  protection  for  privately  owned  airports  providing  singular 
service  to  a  community.  While  Article  6.5,  Section  50485,  Chapter  2, 
Part  I,  Division  1,  Title  5,  of  the  Government  Code  provides  for  zoning 
for  a  public  agency  for  airport  protection,  application  to  privately 
owned  airports  appears  inadequate.  The  result  is  encroachment  of  resi- 
dential development  into  tlie  airport  area  and  the  sul)se(iuent  prob- 
lems, noise,  nuisance,  and  detriment  to  public  safety. 

Privately  owned  airjjorts  are  also  confronted  with  a  i)rol)lom  in 
urban  areas  of  increased  tax  evaluation  due  to  improved  land-use 
development  extending  towards  the  once  rural  airport.  The  higher  land 
values  and  subsequent  tax  costs  have  forced  many  private  airport 
owners  to  cease  airport  operations  since  tax  costs  and  land  value  can 
no  longer  justify  an  airport  business.  Unfortunately,  many  of  the  air- 
ports lost  to  California  aviation  have  served  major  population  centers 
as  the  only  airport  for  public  use  and  tiie  sole  remaining  site  available 
for  such  a  facility. 
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The  Revenue  and  Taxation  Code,  Section  402.5,  provides  for  prop- 
erty evaluation  relief  for  tax  assessment  purposes  on  lands  zoned  as 
agricultural  use,  regardless  of  surrounding  evaluations  due  to  non- 
agricultural  land-use.  Because  privately  owned  airports  experience  the 
same  problem  of  high  taxation  due  to  neighboring  land-use,  a  means 
could  be  made  available  through  reduced  taxation  by  land-use  zoning. 

RECOMMENDATIONS 

(1)  Amend  Section  402.5  of  the  Revenue  and  Taxation  Code  to  in- 
clude airports. 

(2)  Add  section  or  sections  to  the  Public  Utility  Code  requiring  a 
permit  from  the  California  Aeronautics  Commission  to  erect  structures 
in  excess  of  500  feet. 

(3)  Add  section  to  the  Government  Code  prohibiting  annexation  to 
a  city  of  territory  zoned  for  airport  purposes. 


AIRCRAFT   FINANCIAL   RESPONSIBILITY 

On  September  3,  1958,  the  Senate  Interim  Committee  on  Aviation 
held  a  pnblie  hearing  in  ]jomita,  California,  for  the  purpose  of  deter- 
mininji'  if  California  needed  an  aircraft  Financial  Responsibility  Law. 

The  committee  heard  testimony  from  all  segments  of  the  aircraft 
industry  as  well  as  from  several  lay  people  interested  in  the  problem. 
In  addition,  the  committee  has  gathered  independent  evidence  and  re- 
ports on  this  vital  subject  during  the  course  of  its  investigation. 

As  a  result  of  this  hearing  and  its  own  investigation,  this  committee 
is  of  the  opinion  that  there  is  a  need  for  an  Aircraft  Financial  Re- 
sponsibility Law  similar  to  the  present  JMoloi-  \>hielc  Financial 
Resjioiisibility  Law. 

The  committee  feels  that  this  Aircraft  Financial  Responsibility  Law 
should  be  modified  after  the  uniform  act  Avhich  provides  that  when  an 
iiidividual  is  unable  to  give  proof  of  ability  to  respond  in  damages,  he 
should  lose  his  operating  privilege  rather  than  requiring  compensating 
insurance  which  would  be  too  costly. 

Evidence  obtained  at  this  hearing  indicated  that  an  aircraft  regis- 
tration law  would  make  the  proposed  Aircraft  Financial  Responsibility 
Act  more  workable  and  easier  to  enforce. 

Further  reasons  for  the  committee's  recommendations  in  this  field 
can  be  found  in  Appendix  D,  a  transcript  of  the  hearing  on  Aircraft 
Financial  Responsibility  Law. 

RECOMMENDATIONS 

(1)  Enact  an  Aircraft  Financial  Responsibility  Law,  not  a  com- 
pulsory program. 

(2)  Enact  an  Aircraft  Registration  Law. 
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WAYS  AND  MEANS  TO  ASSIST  AIRPORT 
DEVELOPMENT 

SUMMARY  FROM  TESTIMONY  RECEIVED 

A  public  hearing-  -was  conducted  by  the  Senate  Interim  Committee 
on  Aviation  at  Sacramento,  on  December  8,  1958,  to  discuss  Avays  and 
means  to  assist  airport  development  in  the  State. 

At  the  present  time  the  State's  only  function  relative  to  airports  is 
the  distribution  of  unrefunded  fuel  tax  to  the  counties  and  cities  which 
this  report  covers  in  detail  under  a  separate  chapter. 

Although  every  segment  of  the  aviation  industry  appeared  to  be  rep- 
resented at  the  hearing  by  far  the  majority  of  witnesses  offering  testi- 
mony were  county  and  city  officials.  This  group  was  unanimous  in  their 
opinion  that  some  form  of  taxation  is  mandatory  at  state  level  in  order 
to  alleviate  at  least  a  portion  of  the  burden  presently  being  borne  by 
their  respective  entities. 

Bonding,  except  in  the  case  of  a  small  number  of  the  larger  air- 
carrier  airports,  appears  to  have  been  unsuccessful.  This  is  readily 
understandable  after  a  glance  at  Tables  A  and  B,  pages  47-48,  which 
shows  that  of  the  107  public  airports  reporting,  86  were  operating  at 
a  loss.  These  same  tables  show  a  need  for  airport  improvement  in  an 
amount  of  over  31  million  dollars.  There  is  little  doubt  that  local  gov- 
ernments are  faced  with  a  serious  financial  problem  to  supply  even  the 
basic  facilities  needed  to  maintain  the  present  aircraft  population.  Air- 
craft operators  and  aircraft  owners  were  quick  to  concede  that  general 
aviation  has  not  in  the  past  paid  its  fair  share  of  the  facilities  provided, 
and  all  present  were  in  favor  of  some  form  of  taxation,  the  majority 
leaning  toward  an  aviation  gasoline  fuel  tax.  Suggestions  were  offered 
as  to  the  manner  of  distribution  and  use  of  such  a  fund,  most  of  the 
witnesses  favoring  a  plan  and  formula  similar  to  the  present  Collier- 
Burns  Act  for  motor  vehicles. 

Opposition  to  an  aviation  fuel  tax  was  voiced  by  W.  R.  Thigpen, 
representing  the  10  scheduled  air-carriers  serving  California,  and  a 
letter  submitted  to  the  committee  prior  to  the  hearing  by  the  Agricul- 
tural Aircraft  Association. 

The  opposition  by  the  latter  group  was  based  on  a  statement  that 
the  majority  of  aerial  applicators  owned  and  maintained  their  own 
airport  facilities  and  should  be  exempt  from  any  fuel  tax.  Mr.  Al 
Huber,  Director  of  the  Airport  Department  of  Kern  County,  under 
question  by  Senator  Teale,  stated  two  airports  in  Kern  County  are 
maintained  exclusively  for  agricultural,  or  duster,  operation,  and  that 
he  estimated  approximately  90  percent  of  agricultural  aircraft  operate 
from  Kern  County  public  airports  on  a  no  fee  basis. 

The  airlines  offered  a  number  of  statements  in  opposition  to  a  fuel 
tax  for  the  development  of  airports.  Mr.  Thigpen  stated  that  airports 
used  by  the  airlines  are  owned  and  operated  by  municipalities,  the  air- 
carriers  paying  landing  fees,  plus  rentals  and  other  service  charges. 
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The  airlines  further  contend  it  is  not  the  airports  that  form  the  con- 
necting link  between  air  terminals,  but  the  airways,  and  these  airways 
are  provided  by  the  Federal  Government.  They  are  also  of  the  conten- 
tion that  there  is  no  way  to  measure  the  use  of  an  airport  by  the  amount 
of  fuel  purchased  thereon. 

Conversely  speaking,  Mr.  Van  Vleck,  representing  the  Flying  Farm- 
ers, was  of  the  opinion  that  airports  and  not  the  airways  were  the 
connecting  link  between  terminals,  and  further  stated  that  his  group 
also  owned  and  maintained  airstrips  but  would  be  willing  to  support 
a  fuel  tax  on  aviation  fuel  for  the  support  of  aviation. 

The  following  pages  of  this  segment  of  the  report  are  presented  in 
some  detail  for  the  purpose  of  substantiating  the  need  for  aviation 
studies  at  state  level,  and  is  not  intended  to  preclude  the  need  for 
immediate  financial  assistance  for  existing  facilities,  or  for  projects 
presently  under  states  of  construction  by  local  governments. 

CALIFORNIA'S  NEED  FOR  AVIATION  STUDIES 

Although  California  ranks  high  among  the  states  in  all  types  of 
aviation  activity,  the  State  Government  itself  has  played  a  relatively 
minor  role  in  the  development  of  aviation  facilities.  For  the  most  part 
the  development  of  airports  and  air  navigation  aids  has  been  left  to 
private  enterprise,  to  local  communities,  and  to  the  Federal  Govern- 
ment. 

On  the  one  hand,  local  communities  Jiave  a  direct  interest  in  the 
economic  attraction  afforded  by  airport  facilities  which  has  led  them  to 
make  substantial  investments  in  their  development,  whenever  such 
were  not  adequately  supplied  by  private  initiative.  Moreover,  the 
revenue-producing  possibilities  of  airports  made  them  somewhat  more 
acceptable  as  local  public  investments  than  certain  other  programs 
which  had  to  be  entirely  tax-supported  and  thus  might  have  a  clearer 
call  for  state  financial  aid. 

On  the  other  hand,  the  National  Government  has  played  an  ex- 
tremely active  role  in  the  development  of  aviation  facilities,  stimulated 
by  many  factors :  its  intense  interest  in  the  development  of  aviation 
for  military  and  defense  purposes;  the  appreciable  connection  between 
air  transport  and  interstate  commerce  j  the  intimate  relationship  of  air 
movement  to  the  postal  service.  This  combination  of  circumstances  led 
the  National  Government  into  a  number  of  activities:  (Ij  substantial 
research  programs  in  air,  contributing  both  to  military  and  otlier  avia- 
tion development,  (2)  the  provision  of  navigation  aids  useful  to  com- 
mercial as  well  as  military  iiying,  {'S)  direct  and  indirect  subsidy  of 
the  commercial  airlines,  (4)  various  programs  of  airport  construction 
associated  with  unemployment  relief  and  military  defense,  and,  finally 
a  grant-in-aid  program  to  assist  in  the  construction  of  public  airports. 

In  the  airport  aid  program,  unlike  the  highway  grants-in-aid  pro- 
gram, the  National  Government  permitted  but  did  not  require  state 
supervision  or  financial  participation.  With  man}-  of  the  communities, 
particularly  the  larger  ones,  already  having  active  airports  and  plans 
for  their  improvement,  it  is  not  surprising  that  a  number  of  states  saw 
no  immediate  need  to  participate  in  the  federal  grant-in-aid  program. 
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AIRPORT  DEVELOPMENT  AND  FINANCING 

Willi  respect  to  public  fiiiaiu'in«i',  it  is  probable  tliat  the  Slate  Govern- 
ment's most  direct  interest  would  be  in  the  developiiieid,  of  airports 
rather  than  in  other  fields  of  aviation  ])rom<)tion.'  Tint  the  State  of 
California  has  done  compai'atively  little. 

California's  first  airport  at  Cilniore  Field,  Crass  Valley,  Nevada 
County  (1909),  was  the  start  of  a  statewide  development  of  314  private 
and  181  publicly  owned  airports  existinp:  in  1958.  (See  Table  1.)  In 
addition,  California  has  45  military  airports.  These  airports  were  de- 
veloped initially  either  throu<>h  overall  coninninity  effort,  as  "back- 
yard" landing  strips  by  individuals,  as  commercial  ventures,  or  as 
militai-y  airports.  The  wartime  coiistruction  program  resulted  in  many 
training  and  operational  airports  which  later  became  the  property  of 
cities  and  counties  as  a  result  of  no-cost  transfers  from  the  Federal 
Government.  However,  the  ex-military  airports,  while  representing 
millions  of  dollars  in  investment,  were  originally  developed  to  serve  a 
military  need  and  subsequent  civil  use  has  not  always  been  satisfactory. 

It  has  been  estimated  that  the  total  investment  in  32  of  the  largest 
airports  in  California  amounted  to  200  million  dollars  at  the  end  of 
1955,  but  about  56  percent  of  the  funds  were  supplied  by  the  Federal 
Government  and  over  43  percent  from  local  sources.-  The  state  contri- 
bution was  less  than  one-half  of  1  percent.  The  current  picture  is  some- 
what more  accurately  portra.yed  by  investment  figures  for  the  32  air- 
ports for  the  four  Fiscal  Years,  1951-1955,  when  federal  funds  supplied 
less  than  14  percent  of  the  total  investment,  local  funds  about  85  per- 
cent, and  state  funds  a  little  more  than  one  percent. - 

It  should  be  noted  that  the  State  has  been  participating  in  airport 
financing  only  since  1949  through  a  modest  program  of  apportioning 
to  local  governments  estimates  of  collections  of  taxes  on  gasoline  used 
in  aviation  for  which  refunds  were  not  claimed.  The  estimates  averaged 
about  $315,000  annually  until  1956,  at  which  time  a  fixed  sum  of 
$350,000  a  year  was  arbitrarily  established.  (Current  apportionments 
are  shown  by  counties  in  Table  4). 

In  1956,  also,  the  federal  airport  aid  program  was  established  on  a 
firm  basis,  providing  some  240  million  dollars  in  aids  over  a  four-year 
period  ending  in  1959,  of  which  California  airports  may  be  expected 
to  receive  about  16  million.  Federal  allocations  to  California  airports 
for  the  four  fiscal  years  are  shown  in  Table  3. 

A  significant  fact  is  that  only  46  airports  of  the  estimated  181  public 
airports  in  the  State  have  shared  in  the  federal  allocations.  The  314 
privately  owned  airports  are  not  eligible  for  federal  grants,  nor  do 
they  participate  in  the  State  unrefunded  gas  tax  apportionments.  An- 
other significant  fact  is  that  airports  in  California  made  application 
for  almost  19  million  dollars  of  federal  funds  for  the  Fiscal  Year  1959 — 
requests  presumably  backed  by  justification,  at  least  in  the  airport 

^  A  number  of  .states  have  airport  aid  program.s.  Most  active  in  the  field  appear  to  be 
Illinois,  Massachusetts,  Michigan,  Minnesota,  Rhode  Island,  and  Wisconsin. 

-  Zettel,  Richard  and  Horonjeff,  Robert.  Tlic  Practice  and  Theory  of  Airport  Financiny 
Based  on  a  Survey  of  California  Airports.  Berkeley:  Univ.  of  Calif.,  ITTE,  1956. 
5S  pp.  (Research  Report  No.  2  4.) 
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sponsor's  eyes,  sinoo  they  stood  ready  to  provide  the  required  matehins: 
funds.  Less  than  one-third  of  tlie  re(|uests  eoukl  be  satisti(Ml  by  federal 
aUoeations. 

A  recent  deveh>])iuent  at  the  luitional  level  su<i'^ests  that  the  states 
ma}'  be  impelled  in  the  future  to  play  a  more  significant  role  in  the 
development  of  aviation  facilities,  particularly  tliose  airports  that  have 
little  immediate  jirospect  of  becomino-  self-sustaining.  The  President  in 
September.  1958,  vetoed  a  bill  to  continue  and  expand  the  federal  pro- 
gram of  aid  to  states  and  local  communities  for  airports.  In  his  memo- 
randum of  disapproval  the  President  said  : 

"*  *  *  I  am  convinced  that  the  time  has  come  for  the  Federal 
Government  to  begin  an  orderly  withdrawal  from  the  airport  grant 
l)rogram.  This  conclusion  is  based,  first,  on  the  hard  fact  that  the 
(iovernment  must  devote  the  resources  it  can  make  available  for 
the  promotion  of  civil  aviation  to  programs  which  cannot  be  as- 
sumed by  others,  and  second,  on  the  conviction  tluit  others  should 
begin  to  assume  the  full  responsibility  for  the  cost  of  construction 
and  improvement  of  civil  airports." 

Tile  President  proposes  to  recommend  "a  transitional  program"  in 
1959,  as  a  prelude  to  the  "orderly  withdrawal."  If  the  President's 
views  should  prevail  it  seems  clear  that  whatever  interest  and  responsi- 
bility the  State  may  have  had  in  airport  development  will  be 
intensified. 

THE  ROLE  OF  THE  STATE 

Actually,  it  appeared  after  World  "War  II  that  the  State  of  Cali- 
fornia might  immediately  become  rather  intensively  engaged  in  an 
airport  development  program,  at  least  in  the  planning  field.  In  the 
midst  of  the  1946  flying  boom  stimulated  primarily  by  instructional 
flying  for  veterans,  the  State  Reconstruction  and  Re-employment  Com- 
inission  prepared  a  Statewide  Master  Plan  of  Airports  for  California.^ 
This  study  reviewed  the  growth  of  aeronautical  activity  in  California, 
inventoried  and  appraised  the  existing  plant  to  serve  aircraft,  prepared 
forecasts  of  future  aeronautical  activity,  and  specified  the  facilities 
needed  to  accommodate  the  predicted  activitj-. 

There  was  an  admonition  in  the  report  itself  pointing  out  that  ''A 
master  plan  is  never  a  finished  article,  but  serves  as  a  basis  for  con- 
tinuing study  and  stage  development  as  needs  materialize."  It  was 
also  observed  that  "planning  to  be  effective  must  be  im})lemented. " 
Actually,  no  provision  was  made  tither  for  continuing  study  or  for 
implementation  of  the  plan.  Developments  since  1946  both  in  respect 
to  the  character  of  aviation  activity  and  the  condition  of  airports 
have  made  the  original  plan  virtually  obsolete. 

However,  the  ('alifornia  Legislature  did  create  the  California  Aero- 
nautics Commission  in  1947,  and  this  agency,  with  a  limited  budget, 
has  endeavored,  among  its  other  activities,  to  assist  communities  in  tlie 
development  of  individual  airports.* 

3  California.  Slate  Reconstruction  and  Reemployment  ("'t)mniis.sion.  Califoritia  Ai7-j)orts 

May,  19.',7.  Sacramento:  1947.  44.')  pp. 
♦Activities  of  the  commis.sion  were  reviewed  in  detail  in  the  1957  Report  of  the  Senate 

Interim  Committee  on  Aviation. 
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Tlioro  can  be  no  doubt  that  Iho  State  has  a  j>reat  interest  in  the 
development  of  adequate  air  transport  in  California.  But  it  has  been 
less  clear,  np  to  the  present  time  at  least,  that  the  State  Government 
must  ])articipate  on  any  extensive  scale  in  the  development  of  aviation 
facilities.  As  vce  liavc  indicated,  to  a  considerable  extent  the  State  has 
assumed  a  residual  responsibility  assist  iu<i-  the  communities  to  some 
deo'ree  but  leavin<i"  to  them  primary  responsibility  sujiiilementcd  by 
such  aid  as  the  Federal  Govcrinnent  has  afforded.  As  su<xp:ested  earlier, 
however,  if  the  present  administration's  views  prevail  in  regard  to  the 
federal  program,  there  may  be  need  for  expansion  of  state  activity  in 
the  field  of  aviation. 

In  the  past  there  does  not  appear  to  have  been  any  concerted  public 
demand  for  an  extensive  state  program.  For  fiscal  reasons  already 
mentioned  a  pressing  need  has  not  emerged,  or,  at  least,  has  not  been 
demonstrated.  It  seems  fair  to  say,  however,  that  the  general  public 
has  little  appreciation  of  the  aviation  picture  in  California.  The  com- 
bined fleet  of  private  planes  in  California  (other  than  airlines)  pres- 
ently numbers  only  about  one  plane  for  every  1,800  persons;  compared, 
for  example,  to  an  ownership  index  of  about  one  motor  vehicle  for 
every  two  persons.  It  is  not  surprising,  therefore,  that  the  public  has 
little  direct  contact  with,  or  interest  in,  facilities  for  the  service  of 
planes  other  than  those  of  the  airlines.  As  a  matter  of  fact,  it  has  been 
estimated  that  a  relatively  small  percentage  of  the  people  have  ever 
floAvn  and  this  percentage  includes  many  that  fly  rarely.  A  better  gen- 
eral understanding  of  the  role  of  aviation  in  the  modern  economy,  and 
its  prospects  and  needs  of  the  future,  is  indispensable  to  the  develop- 
ment of  sound  state  policy. 

AVIATION  ACTIVITY  IN  CALIFORNIA 

Actually,  California  ranks  as  one  of  the  highest  among  the  states  in 
aviation  activity.  It  accounts  for  approximately  12  percent  of  the  Na- 
tion's total  enplaned  air  carrier  passengers.  Recent  growth  of  tratfic 
on  the  local-service  routes  is  of  particular  interest  in  California,  a  state 
large  in  area  and  rugged  in  terrain.  While  the  Nation's  total  air  pas- 
sengers increased  approximately  three  and  one-half  times  during  the 
period  1947  and  1957,  passengers  carried  on  the  Nation's  local-service 
routes  increased  about  16  times. ^  The  number  of  airports  in  California 
on  local  routes  is  far  greater  than  the  number  of  trunk  routes,  and  the 
growth  in  their  activity,  much  of  which  is  intrastate  in  nature,  has 
been  substantial.  For  example,  in  1950  Sacramento,  Stockton,  and 
Fresno  accounted  for  78,450,  7,935,  and  46,936  passengers  respectively, 
while  in  1957  the  same  statistics  rose  to  244,744,  25,214  and  115,554.6 

General  aviation  activity,  which  embraces  the  nonmilitary,  nonairline 
flights,  is  also  substantial  in  California  and  in  terms  of  number  of  air- 
craft the  general  aviation  fleet  far  exceeds  the  commercial  airline  fleet. 
At  the  end  of  1957  there  were  more  general  aviation  aircraft  registered 
in  California  than  in  any  other  State — (about  9282  in  1958  represent- 
ing approximately  12  percent  of  the  Nation's  total.   Planes  of  the 

6  Air  Transport  Facts  and  Figures,  19th  ed.  1958.  Wash.,  D.  C. ;  Air  Transport  Asso- 
ciation of  America.  31  pp.  ,  ,, 

8  U.  S.  Civil  Aeronautics  Administration.  Air  Commerce  Traffic  Pattern,  Fiscal  1  ear 
1957.  W^ash.,  D.  C. :  U.  S.  Dept.  of  Commerce,  1957.  36  pp. 
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Conimorcial  airlines  immberod  only  117  in  California.)  (Table  1)  Thir- 
teen percent  of  the  active  jnlots  are  registered  in  California.'  California 
has  far  more  CAA-approved  fli<rht  and  <ironnd  schools  than  any  other 
State.  (As  of  ]\Iarch.  If).")?,  !l()  compared  to  (i3  in  Pennsylvania  and  45 
in  Texas. 

General  aviation  encompasses  the  follo\vin<;'  activities:  pleasure,  busi- 
ne.ss  (transportation  not  for  hire),  instructional,  and  commercial  (char- 
ter, photop-raphy.  petrol,  advertisinjr,  a<rriculture,  etc.).  Hours  flown  are 
not  available  for  Califoi-nia,  but  tiie  tlyinj;  time  lojijred  on  a  nationwide 
basis  in  1!)57  was  approximately  10. 1)  million  hours,  or  nearly  three 
times  tlie  total  recoi-ded  in  that  year  for  the  domestic  commercial  air- 
lines.^ Business  fly  in*]:  has  been  the  fastest  prowin^-  sefj^ment  of  jreneral 
aviation  and  now  constitutes  45  percent  of  all  general  aviation  flying 
in  terms  of  hours  flown. 

Of  the  1957  general  aviation  total  hours  flown  for  the  Nation,  19 
percent  w^as  attributed  to  commercial  usage;  nearly  half  for  agricul- 
tural purposes;  the  balance  being  distributed  between  charter  service, 
pipe,  power,  and  telephone  line  patrol,  forestry,  river  and  harbor 
patrol,  mapping,  photography,  advertising,  and  mineral  prospecting.^ 
On  the  basis  of  information  furnished  by  the  Civil  Aeronautics  Ad- 
ministration it  seems  reasonable  to  assume  that  California  ma.v  pres- 
ently account  for  15  to  20  percent  of  all  agricultural  flying  activity 
(in  terms  of  hours  flown)  and  perhaps  10  to  12  percent  of  all  business 
flying  in  the  Nation. 

AYhile  considerable  information  is  available  on  air  carrier  operations 
at  various  airports  little  is  known  about  the  exact  nature  of  general 
aviation  activity  in  California.  It  should  also  be  said  that  little  is 
known  about  the  present  condition  and  future  requirements  of  a  large 
number  of  airports  serving  general  aviation  in  California.  It  seems 
obvious  that  more  information  will  have  to  be  made  available  on  these 
types  of  airports  before  a  proper  evaluation  of  the  state  government's 
interest  and,  more  importantly,  its  responsibility  in  the  promotion  of 
air  transport  can  be  made. 

CALIFORNIA'S  GROWING   ECONOMY 

Such  an  evaluation  becomes  all  the  more  important  because  of  the 
tremendous  expansion  of  the  California  economy  which  is  in  prospect. 
Growth  in  aviation  activity  may  be  expected  to  parallel,  and  quite 
likely  will  exceed,  general  growth  in  the  State. 

Nationwide  predictions  themselves  presage  a  substantial  increase  in 
demaiul  for  aviation  facilities  in  California.  "With  respect  to  general 
aviation,  which  is  of  most  interest  here,  it  has  been  predicted  that  hours 
floAvn  will  double  between  1956  and  1976."  It  is  interesting  to  note  that 
business,  charter,  aerial  application,  and  patrol  and  survc}-  flying  are 
expected  to  increase  at  a  faster  rate — an  increase  of  2^  times  by  1976.® 

■' U.  S.  Civil  Aeronautics  Administration,  Statistical  Handbook  of  Civil  Aviation,  19B7 
edition   (p.  .'i2). 

•TT.  R.  Civil  Aeronautics  Admini.stration.  Business  Aircraft  Use  Tops  General  Aviation. 
For  release:  Oetoher  IG,  1038   (CAA  nS-4.''in ). 

"(Jeneral  Aviation  Farilitie.«  Planninp  ("iroiip,  General  Aviation  FaHlities  Require- 
ments Survey.  A  report  to  the  President's  Special  Assi.stant.  Reprinted  from 
Flight  Magazine,  Dallas.  1958. 
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Lesser  rates  of  growth  are  anticipated  for  instructional  and  pleasure 
flying. 

California  should  experience  a  faster  rate  of  growth  in  aviation  than 
the  Nation  as  a  whole,  because  its  population  and  economic  expansion 
is  expected  to  be  more  rapid.  It  has  been  estimated  for  highway  plan- 
ning purposes  that  California  will  have  a  population  in  excess  of  31 
million  people  in  1980  and  that  its  volume  of  highway  traffic  will  ap- 
proximately triple  between  1957  and  1980.  Even  without  assuming 
spectacular  innovations  in  aircraft,  we  can  easily  envision  a  growth  in 
general  aviation  activity  that  will  at  least  parallel  the  growth  in  high- 
way traffic.  Rather  generally  accepted  predictions  regarding  increases 
in  productivity,  income,  and  leisure  time,  fortify  this  conclusion. 

The  clear  need  for  long-range  freeway  planning,  as  evidenced  by 
Senate  Concurrent  llesolution  No.  26  and  the  resulting  report  of  the 
Department  of  Public  AVorks,  suggests  the  need  for  giving  attention 
also  to  the  future  requirements  of  aviation.  Not  only  is  great  growth 
of  aviation  activity  in  prospect,  but  trends  in  population  and  economic 
development  suggest  considerable  pressures  on  the  availability  (and 
values)  of  land  for  airport  as  well  as  for  highway  development.  One 
of  the  hoped-for  results  of  the  Freeway  System  Study  is  the  more 
rapid  acquisition  of  highway  rights-of-way.  It  may  well  be  that  more 
intensive  steps  should  be  taken  also  to  protect  land  for  airports.  An- 
other objective  of  the  freeway  planning  study  is  to  lay  out  major 
transportation  arteries  in  order  to  facilitate  local  and  regional  plan- 
ning, not  only  by  governments  but  also  by  business  and  industry.  The 
development  of  statewide  airport  plan  may  also  be  a  desirable  step 
to  facilitate  comprehensive  planning. 

A  PROSPECTUS  FOR  AVIATION  STUDIES 

It  seems  clear,  however,  that  a  proper  evaluation  of  the  long-range 
state  interest  and  responsibility,  regardless  of  the  course  of  federal 
action,  must  be  founded  on  an  appraisal  of  the  existing  airport  situa- 
tion, an  understanding  of  the  nature  of  aviation  in  California  and  the 
role  it  plays  in  the  economy,  and  reasonable  forecasts  of  future  re- 
quirements and  the  resources  available  to  meet  those  requirements. 

A  first  step  in  this  direction  will  be  the  assembly  of  comprehensive 
data  on  general  aviation  activity  and  airport  conditions  within  the 
State.  Basically,  this  information  should  include : 

(1)  An  inventory  of  airport  facilities,  public  and  private; 

(2)  An  origin  and  destination  survey  of  general  aviation  aircraft; 

(3)  What  general  aviation  aircraft  are  used  for; 

(4)  An  estimate  of  the  deficiencies  in  airport  facilities  to  meet  the 
needs  of  general  aviation. 

An  inventory  of  airport  facilities  could  be  made  through  the  medium 
of  a  questionnaire  distributed  to  each  airport  manager  or  operator  at 
all  regularly  attended  public  and  private  airports  and  by  on-site  in- 
spection. From  such  a  survey  information  concerning  the  length  and 
character  of  runways,  lighting,  aircraft  parking  facilities,  adequacy 
of  the  approaches  to  runways,  and  measures  taken  to  protect  the  ap- 
proaches from  obstruction  could  be  obtained;  also  the  number  of  based 
aircraft  at  each  airport.  Although  some  information  of  this  kind  has 


38  FINAL   REPORT 

been  collected  by  the  Civil  Aei-onautics  Administration  and  the  Cali- 
fornia Aeronautics  Commission,  it  is  far  from  being  complete.  The 
survey  would  supplement  the  data  already  available. 

An  origin  and  destination  survey  of  general  aviation  aircraft  and 
the  purpose  for  which  the  aircraft  were  used  could  be  obtained  by 
securing  iiertinent  information  from  the  airport  manager  or  operator 
and  the  owners  or  operators  of  aircraft  based  at  all  or  selected  airports. 

The  information  concerning  usage  would  include:  (a)  type  of  air- 
craft; (b)  total  hours  flown  during  a  one-year  period;  and  (c)  an 
estimated  breakdown  of  the  total  number  of  hours  flown  into  four  gen- 
eral categories  namely  instructional,  pleasure,  business  (transporta- 
tion not  for  hire)  and  commercial  (agriculture,  charter  advertising, 
patrol,  aerial  photography,  etc.) 

The  origin  and  destination  information  would  provide  information 
coueerning  the  routes  followed  by  general  aviation  aircraft  and  the 
relative  volumes  of  traffic  along  these  routes. 

Following  the  pattern  used  by  the  State  Highway  Division  in  devel- 
oping the  State's  highway'  deficiencies  it  would  be  desirable  to  com- 
pare existing  airport  facilities  at  each  site  with  the  criteria  set  forth 
by  the  Civil  Aeronautics  Administration  for  general  aviation  airports. 
Such  a  system  would  provide  a  connuon  basis  for  measurement  of 
statewide  deficiencies  and  the  cost  of  overcoming  deficiencies.  The 
particular  facilities  to  be  evaluated  would  be:  (1)  approaches  to  run- 
ways; (2)  runway  length;  (3)  runway  strength;  (4)  aircraft  parking 
facilities;  and  (5)  marking  and  lighting. 

CONCLUDING  STATEMENT 

Surveys  along  the  line  suggested  would  be  the  first  step  in  an  ap- 
praisal of  the  State's  role  in  aviation  and  in  the  development  of  a 
long-range  plan  and  i^rogram.  In  an  earlier  report,  it  was  said :  -  "Gen- 
erally speaking,  the  evidence  shows  that  airports  in  California  are 
making  good  progress  in  placing  their  operatio)is  on  a  sound  economic 
basis.  But  the  financial  problems  ahead  appear  to  be  as  great  or 
greater  than  those  of  the  past.  We  are  not  so  mucli  concerned  with  the 
ability  of  the  larger  and  even  the  intermediate  airports  to  meet  their 
financial  and  organizational  problems.  We  are  impressed  with  the  prob- 
lems of  the  smaller  airports,  especially  those  that  are  not  served  by 
airlines  and  were  not  surveyed  in  this  report.  Here  is  an  area  where 
facts  are  lacking  and  relatively  little  is  known  about  the  i)ro])lenis, 
especially  among  the  general  public.  *  *  *"* 

It  would  appear  that  a  considerable  amount  of  investigation  and 
research  is  needed  in  order  to  develop  a  sound  program  for  the  State; 
in  fact,  even  to  ascertain  and  define  the  State's  responsibilit}'.  In  the 
highway  field  the  State  has  undertaken  to  make  complete  inventories 
of  all  roads  and  streets  under  local  jurisdiction,  to  project  traffic  and 
estimate  future  needs,  to  prescribe  classification  so  that  road  systems 
will  be  estal)lislie(l.  to  apjiraise  local  responsii)ility  and  the  ability  to 
meet  it,  and  to  provide  funds  to  local  governments  from  specific  State- 
imposed  charges  on  highway  users  in  order  to  insure  a  mininnuu  level 
of  maintenance  and  to  support  a  construction  program  to  bring  roads 
and  streets  up  to  adequate  standards  in  a  reasonable  time. 

•  Op.  clt. 
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In  the  field  of  aviation  and  aviation  facilities  an  inventory  of  pres- 
ent airport  conditions  and  probable  future  needs,  a  study  of  airport 
usage,  an  appraisal  of  the  desirability  of  an  airport  system  and  the 
State's  interest  in  it,  and  an  evaluation  of  local  resources  for  the 
financing  of  such  a  system,  would  appear  to  be  tlie  minimum  prerequi- 
sites to  the  development  of  soutuI  state  ])()licy  in  (California. 

The  committee  realizes  that  sucli  a  study  mmII  retpiire  from  12  to  18 
months  with  possibly  an  additional  12-m()nth  period  to  implement  the 
program. 

The  committee  is  also  aware  tliat  there  exists  an  immediate  need  for 
funds  at  the  local  level  with  emphasis  on  facilities  provided  primarily 
for  general  aviation. 

RECOMMENDATIONS 

1.  That  there  be  enacted  by  the  Legislature  a  tax  on  aviation  fuel 
sufficient  to  provide  a  minimum  of  $3,000,000  for  distribution  to  cities, 
counties  and  airport  districts. 

2.  That  because  of  the  importance  of  the  aircraft  as  a  vehicle  of 
transportation,  the  rapid  increase  in  the  mode  of  transportation  in  the 
past  three  years,  plus  the  projected  future  expansion,  it  is  the  recom- 
mendation of  this  committee  that  there  be  established  an  Interim  Com- 
mittee on  Aviation  charged  with  the  responsibility  of  conducting  a 
survey  to  provide  the  1961  Session  of  the  Legislature  an  inventory  of 
present  airport  conditions,  future  needs,  a  study  of  airport  usage,  an 
appraisal  of  the  desirability  of  an  airport  system,  the  State's  interest 
in  it  and  possible  means  of  financing  such  a  project  if  feasible.  The 
committee  further  recommends  that  should  the  1959  Session  of  the 
Legislature  form  an  Interim  Committee  on  Transportation,  the  Interim 
Committee  on  Aviation  should  become  a  subcommittee  thereof  with 
the  necessary  provisions  to  contract  with  the  Institute  of  Transporta- 
tion and  Traffic  Engineering  of  the  University  of  California. 


TABLE   1 
ACTIVE   CIVIL   AIRCRAFT    IN   CALIFORNIA   COUNTIES  * 

General  aviation     Air  carrier  Total 

Count!/                          January,  1957    January,  1957    January,  1957    January,  1958 

Alameda 298                           7  305  440 

Alpine 0,0  0  0 

Amador    11                            0  11  19 

Butte    82                          0  82  110 

Calaveras 8                          0  8  8 

Colusa 53                         0  53  38 

Contra  Costa 139                          0  139  237 

Del  Norte 24                            0  24  17 

El  Dorado 12                            0  12  12 

Fresno    215                            0  215  311 

Glenn    59                          0  59  60 

Humboldt 140                          0  140  100 

Imperial 130                            0  130  125 

Inyo    23                            0  23  25 

Kern 282                          0  282  815 
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TABLE    1— Continued 
ACTIVE   CIVIL    AIRCRAFT    IN    CALIFORNIA   COUNTIES  * 

(Iciniiil  (iriiitiiDi       Airrarrirr  'ratal 

County  January,  1951/    Janunry,  1!)57    J<iiiua)y,  1057     January,  1958 

Kings   79  0  79  81 

Lako 12  0  12  12 

Lassen    23  0  23  19 

Los  Angeles 2,310  96  2,406  3,000 

Madera 33  0  33  25 

^LlI•in   59  0  59  55 

.Mariposa    10  11 

.Mendodno   83  0  83  71 

M.ned   103  0  103  52 

:M(.(1()c 8  0  8  12 

Mono    3  0  3  2 

Monterey    112  0  112  70 

Napa 26  0  L'C  72 

Nevada 10  0  10  20 

Orange   238  0  23S  630 

Placer 24  0  24  35 

IMunias 28  0  28  31 

Riverside    167  0  167  150 

Saeraniento    217  0  217  188 

Han   lienito 23  0  23  30 

San  Bernardino 181  0  181  274 

San  Dieso 399  1  400  515 

San  Francisco    199  9  208  0 

San  Joaquin 145  0  145  150 

San   Luis  Obispo 52  0  52  52 

San  Mateo 123  4  127  514 

Santa  Rarltara 95  0  95  75 

Santa  Clara    195  0  195  253 

Santa  Cruz 38  0  38  50 

Sljasta    58  0  58  48 

Sierra 3  0  3  3 

Siskivou   38  0  38  33 

Solano     48  0  48  48 

Sonoma    105  0  105  115 

Stanislaus    131  0  131  151 

Sutter 45  0  45  35 

Tehama    18  0  18  17 

Trinity   17  0  17  10 

Tulare     131  0  131  221 

Tuolumne 13  0  13  17 

Ventura    117  0  117  179 

Yolo    95  0  95  120 

Yuba 22  0  22  28 

7,303  117  7,420  9,282 1 

*  U.  S.   Department  of  Commeiee,  Civil  Aeroniiuties  AdniiiiLslratinn.  U.  S.   Active  Civil  Aircraft  by  Stale  and 

County,  January  I,  I!*.")?, 

t  1058  figures  compiled  by  Senate  Interim  Committee  on  Aviation  from  county  assessors'  records,  1958. 
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TABLE  2 
CALIFORNIA   AIRPORTS   BY   COUNTIES  ^ 

County  Public  Private      Military       Total 

Alameda    3  2 

Amador 1  1 

Butte 2  9 

Calaveras    2  0 

Colusa 1  10 

Contra  Costa 2  1 

Del  Norte 3  1 

El  Dorado 2  3 

Fresno 3  12 

Glenu 3  5 

Humboldt   7  10 

Impei'ial    4  (J 

Inyo 5  7 

Kern    12  15 

Kings 1  11 

Lake 3  3 

Lassen 4  2 

Los  Angeles 8  18 

Madera    3  0 

Marin    0  2 

Mariposa 1  0 

Mendocino 4  6 

Merced 3  4 

Modoc    5  0 

Mono   3  1 

Monterey 3  5 

Napa    1  3 

Nevada    2  1 

Orange 2  2 

Placer    3  4 

Plumas    2  2 

Riverside     4  18 

Sacramento     2  12 

San  Benito 1  1 

San  Bernardino 7  32 

San  Diego 8  14 

San  Francisco 1  0 

San  Joaquin 3  5 

San  Luis  Obispo '. 4  3 

San  Mateo 3  0 

Santa  Barbara 4  7 

Santa  Clara 2  6 

Santa  Cruz 1  3 

Shasta 3  4 

Siskiyou      9  4 

Solano 1  5 

Sonoma   1  10 

Stanislaus 3  6 

Sutter    1  9 

Tehama 3  1 

Trinity    6  1 

Tulare 9  11 

Tuolumne   1  0 

Ventura 2  10 

Yolo 3  5 

Yuba    1  1 

Totals    181  314              45            540 

^  Compiled  by  California  Aeronautics  Commission  as  of  March,  1958. 
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TABLE  3 

FEDERAL    AID    AIRPORT    PROGRAM   TO    CALIFORNIA   COMMUNITIES 

Fiscal  Year  1956-Fiscal  Year  1959 

Coinniuniti/,  spoimor,  uinl  Federal  funds  for  Fiscal  Year 

uirpurt  nuitie  1956*  I'J.-jl  *  1958^  ]9o9  t 

Areata,  lluiuhuldt  County — Areata 

Couuty   Airijort __  $14,081) 

Bakcrsliold,  Kern  Countv — Bakersfield- 

Kcru  ("ouuty  Xo.  1  Airport —      $355,;jL'4        180,294      $348,410 

Ueckwuurtli,  I'lumas  Couuty — 

Beckwourtb  Airport __  16,200  5,148 

Concord,  Contra  Costa  County — 

Buclianan  Field $13,390  45,200 

Columbia,  Tuolumne  County — 

Columl)ia  Airport —  16,332 

Eureka,  Humboldt  County — Eureka 

County  Airi)ort  .  -    —  —  72,505 

Fortuna,  County  of  Humboldt — 

Kobnerville  County   Airport _-  11,500 

Fresno,  City  of  Fresno — Fresno  Air 

Terminal 233,220  10.617  __        267,758 

Fresno,  City  of  Fresno — Chandler 

Field    .-  —  —  32,514 

FuUerton,  City  of  Fullorton — 

Fullerton  Municipal  Airport _..  135,475 

Carberville,  C«uiuty  of  Humboldt — 

Garberville  County  Airport 6,069 

Half  Moon  Bav,  ISan  Mateo  County — 

Half  Moon  Bay  Airport —  18,967  —  21,188 

Hay  ward.  City  of  Hay  ward — 

Hayward  Municipal  Airport 16,761  88,186 

Hemet,  Countv  of  lliverside — 

Ryan  Field —  —  —  13,510 

Imperial,  County  of  Imperial — 

Imperial  County  Airport __  102,676 

Lake  Tahoe,  County  of  El  Dorado — 

Lake  Taboe  Airport __  38,461  78,005  65,622 

Long  Beach,  Citv  of  Long  Beach — 

Long  Beach   Municipal 88,659 

Los  Angeles,  Citv  of  I^os  Angeles — 

Los  Angeles   International  Airport--        610,399  __     ],2.V),<»(K)     1,000,000 

Los  Angeles,  <'i(y  of  Los  Angeles — 

San  Fernando  Airport 379,330 

Marysville,  County  of  Yuba — 

Yuba  County  Airport __  —  __  7,566 

Mereed,  City  of  Pierced — 

Merced  Municipal 54,190 

Modesto,  Ci(y  of  .Modesto — 

Modesto   Municipal   239,805 

Monterey,  Monterey  Peninsula  Airport 

District,  Monterey __  __  32,514  25,020 

Napa,  County  of  Napa — 

Napa  County  Airport 32,515  21,500  __  13,782 

Oakland,   ('ity   of  Oakland— Metropoli- 
tan Oakland  International  Airijort—     1,300,000     1,250,000     1,250,000     1,000,000 
Ontario,  City  of  Ontario — Ontario 

Internationa]  Airi.nrt 85,385  89.891         .3.52,234 

Oxnard,  County  of  Ventura — 

Ventura   County   Airport __  1S0.2!)0        205,611 

Paso  Uoblcs,  County  of  San  Luis 

Obispo— Pnso  Kobles  Airport __  __  24,386 

Pomona   (La Verne),  C/Ounty  of  Los 

Angeles— Bracket t   Field __  __  ._  42,746 

IVjrterville,  City  of  I'orterville — 

Municipal  Airport __  10,838  10,838 
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TABLE  3— Continued 

FEDERAL   AID   AIRPORT   PROGRAM   TO   CALIFORNIA   COMMUNITIES 

Fiscal  Year  19S6-Fiscal  Year  1959 

Comiininitj/,  spom^or,  (tnil  Ftdcnil  fiiiiils  far  Fiiicnl  Year 

airport  name  19')6  *  1!):,7  *  i.9.7S  f  1959^ 

Riverside,  Citv  of  Riverside — 

Municipal  Airport $108,913        $58,615  —        $16,140 

Salinas,  City  of  Salinas — Salinas 

Municipal"  Airport __  68,929 

San  Dicfjo,  Citv  of  San  Diego — 

Gillespie  Field 78,865  71,574 

San  Diefjo,  Port  of  San  Diego — 

Lindbergh  Field 65.250  47,000  __        900,000 

San  Francisco,  City  and  County  of  San 

Francisco,    San    Francisco    Interna- 
tional Airport 89,414  99,710      $766,246     1,000,000 

San  Jose,  Citv  of  San  Jose — 

San  Jose  INIunicipal  Airport 454,975  __        191,779        526,890 

Santa  Ana,  County  of  Orange — 

Orange  County  Airport 46,068  __  40,642  21,616 

Santa    Barbara,    City    of    Santa    Bar- 
bara—Municipal Airport —  __  71,511  65,334 

Santa  Monica,  City  of  Santa  Monica — 

Municipal  Airport —  20,056  20,771  17,833 

Santa  Rosa,  County  of  Sonoma — 

Sonoma  County  Airport 20,805 

Santa  Ynez,  Santa  Barbara  County — 

Santa  Ynez  Airport —  8,167 

Stockton,  County  of  San  Joaquin — 

Stockton  Field 78,000        259,494  67,737        271,612 

Susanville.  City  of  Susanville — 

Susanville  Municipal  Airport 33,931 

Ukiah,  City  of  Ukiah— Ukiah 

Municipal  Airport —  —  —  51,878 

Watsonville,  City  of  Watsonville — 

Watsonville  Municipal  Airport 11,700 

Weed,  County  of  Siskiyou — 

Weed  Airport —  —  10,838 

Totals $2,718,150  $2,734,099  $4,755,643  $6,178,388 

*  Amount  of  federal  funds  placed  under  contract  with  the  sponsor.  "Annual  Reports  of  Operatioas  Under  the 
Federal  Airport  Act,"  U.  S.  Department  of  Commerce,  Civil  Aeronautics  Administration  195(5,  1057. 

t  The  amount  of  federal  funds  tentatively  alloeated  to  communities  and  included  in  the  Secretary  of  Commerce 
initial  release  for  Fscal  Years  1958  and  1959. 
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TABLE  4 
ALLOCATION    OF    UNREFUNDED    AVIATION    FUEL    TAX    IN    CALIFORNIA 


County 

Alameda    

Alpine    

Amador     

Butte     

Calaveras    

Colusa     

Contra  Costa 
Del    Norte    _. 
FA   Dorado   __ 

Fresno     

Glenn     

Humboldt 

Imperial    

Inyo    

Kern    

Kings    

Lake    

Lassen     


Fiscal  Year  Ending  June 

Allucatiun 

$5,506 

2,966 

2,909 

2,095 

3,258 

3,349 

2,937 

3,224 

3,796 

4,4SS 

3,491 

2,736 

2,989 

9,078 

9,898 

1,919 

3,456 

2,847 


Los  Angeles 22,405 

Madera    2,114 

Marin    3,706 

Mariposa    3,481 

Mendocino    2.565 

Merced    2,217 

Modoc   2,648 

Mono     4,523 

Monterey    5,700* 

Napa 3,452 

Nevada    1,660 


Includes  funds  for  Monterey  Peninsula  Airport  District. 


30,  1957— By  Counties 

Couitti/  Allocution 

Orange    $2,535 

Placer   1,932 

Plumas    4.294 

Riverside    4.376 

Sacramento    2,S94 

San    Henito    1,764 

San    Bernardino    9.028 

San    Diego    5.289 

San  Francisco 9,975 

San    .Toacpiin    2.6(>1 

San    Luis    Obispo 5,116 

San   Mateo 5.102 

Santa    Barbara    2.595 

Santa  Clara 3,0.58 

Santa    Cruz    1,709 

Shasta    2,654 

Sierra    3,136 

Siskiyou    3,415 

Solano     2.039 

Sonoma     4,515 

Stanislaus    2,344 

Sutter    3,139 

Tehama     2.294 

Trinity    4,585 

Tulare 3,510 

Tuolumne   4,087 

Ventura     4,786 

Yolo     3,549 

Yuba    3,144 


Total    $350,000 
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Cents 
per 
State  gallon 

Alabama 7 

Arizona 5 

Arkansas 6- 

California (> 

('olorado 6 

Connecticut 6 

Delaware 5 

Florida    7 

Georgia iSh 

Idaho 2i 

Illinois 56 

Indiana    6 

Iowa    6 

Kansas 5 

Kentucky    7 

Louisiana    7 

Maine    7 

Maryland    6 

Massachusetts    _  5^ 

Michiftan 3 

Minnesota 5 

Mississippi 7 

Missouri    3 

Montana 6 


TABLE 

:  5 

Actual 

A  ctual 

tax 

tax 

cents 

Cents 

cents 

Dispo- 

per 

per 

Dispo- 

per 

sition 

gallon 

State                      gallon 

sition 

gallon 

A 

7 

Nebraska 

5 

D 

2i 

li 



Nevada    

(> 

li 

C 

__ 

New    Hampshire 

4 

10 

4 

B 



New   Jersey    

4 

M 



B 

New  Mexico 

6 

B 

B 



New  York 

4 

B^ 

B 

North  Carolina   - 

7 

C 

C 

North    Dakota    _ 

G 

B 

D 

5i 

Ohio 

5 

B=» 

A 

2i 

Oklahoma 

6i 

E 

61 

B 

Oregon 

G 

D 

1 

C 

I'ennsylvania 

n 

E 

n 

Bi 

Rhode  Island 

4 

B 

C 

South  Carolina  _ 

7 

C 

B 

South  Dakota 

4 

c 

4 

B 

Tennessee 

7 

c 

D 

4 

Texas  

5 

B^* 

4 

B 

Utah 

4 

E 

4 

B 

Vermont    

6^ 

E 

6i 

C  = 

3 

Virginia 

6 

D 

4 

Ci 

5 

AVashington 

6^ 

B=* 

D 

1 

West  Virginia   _ 

6 

B 



B 

Wisconsin 

6 

B 

D 

1 

Wyoming    

4 

D 

2 

Total  sti 

iites  tax 

ing  18 

A  =  No  refund,  B  =  Refunded,  C 
'  No  refund  on  less  than  50,000. 
-  Refund  to  airlines. 
^  $1  permit  nfcessary. 


Exempt,  D  =  Partial,  E  =  None. 
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TABLE  A 

Unrefunded      Funds  req'd. 
Operatiny  Operating  Operating         Operi<tinij  yas  tax  to  improve 

Counties  revenue  expense  profit  loss  apportionment        N.A.S. 

Alameda  _ 

Aliiinc         ..  _  ,  __  __  Unknown 

Amador    1  $2,421.71  $5,611.13  „         $3,189.-12         $2,969.06  $100,000 

Butte 

Calaveras    1  810.50  357.39  $453.11  _.  3,257.62 

Colusa 

Contra  Costa  „     1  67,090.71  81,258.95  _,         17,162.24         12,936.91  350,000 

Del  Norte 3  15,611.51  31,409.21  —         15,797.70  3.223.58 

El   Dorado 1  —  780.00  _.  780.00  3,796.00         2,000,000 

Fresno 

Olcnn 

Humboldt    6  66,146.80  140,703.44  __         80,556.64  2,736.27  192,100 

Imperial 

Inyo 

Kern    12  192,595.45  135,851.99       56,743.46  __  10,022.56         3,615,000 

Kings 

Lake 

Lassen 2  __  36.00  —  ^  2,846.95 

Los  Angeles  __.     2  __  __  __  22,405.60  265,000 

Madera __  7,616.19  ._  7,616.19  2,113.61 

Marin 

Mariposa 

Mendocino    1  100.00  934.30  __  834.30  2,565.42 

Merced _. 

Modoc    3  185.32  117.38  67.94  __  2,647.93 

Mono    3  —  12,806.46  „         12,806.46  4,522.99 

Monterey — 

Napa    1  62,668.32  59,245.37         3.422.95  __  3.452.00  100,000 

Nevada 

Orange 1  46.967.00  160,700.00  —       113.733.00  2.572.00  500,000 

Placer    

Plumas 

liiverside    4  79.973.32  69.437.29       10.536.03  __  4.375.71 

Sacramento __  240.00  —  240.00  2,893.38  100,000 

San   Benito 

San  Bernardino 

San  Diego 8  47,883.89  83,661.31  ._         35,777.42  5,288.96 

San  Francisco 

San  Joaquin  ___     1  79,105.69  85,019.43  _.  5,913.74  2,500.00         1,896,500 

San  Luis  Obispo     3  19,818.00  29,800.83  __  9.982.83  5,116.39 

San  Mateo 1  13,439.36  10,393.93  __  3,045.43  5,102.28  100,000 

Santa  Barbara  _  

Santa  Clara 

Santa   Cruz 

Shasta    

Siskiyou 

Sulano 

Sonoma    1  33.061.09  25,991.03         2,070.06  __  4,514.94  85,000 

Stanislaus 

Sutter    1  1,683.50  340.42         1.343.08  __  3,139.52 

Tehama 

Trinity 

Tulare 

Tuolumne 1  5.064.50  14.634.51  _  9,570.01  4,087.18  50,000 

Ventura 2  99,369,75  98.093.61         1,276.14  823.99  4.787.23  548,980 

Yolo 

Yuba    1  13,928.98  23,076.61  —  9,147.63  3,143.81 

Monterey  Penin- 
sula Airport 
District    1  65,762.03  77,642.37  __  __  3,027.61  250,000 

Totals    62         $913,693.43     $1,164,759.15     $75,912.77     $338,857.34     $130,045.51     $10,152,580 
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APPENDICES 

A.     CALIFORNIA  LAWS  RELATING  TO 
AERONAUTICS— 1958 


FOREWORD 

The  following  is  a  compilation  of  the  California  laws  pertaining 
to  aeronautics. 

In  addition  there  is  included  as  an  Appendix  Parts  43,  60,  and  62 
of  the  Civil  Air  Regulations  of  the  Civil  Aeronautics  Board,  Wash- 
ington, D.  C,  current  as  of  July  18,  1958. 
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DIVISION   1.     STATE  AERONAUTICS  COMMISSION  ACT 

(Part  1,  commencing  at  Section  21001,  Division  9,  Public  Utilities  Code) 

Chapter  1.     General  Provisions  and  Debinitions 


Section 

Section 

21001.  Short  title 

21011.  "Aeronautics" 

21002.  Purpose 

21012.  "Aircraft" 

21003.  Construction 

23013.  "Airport" 

21004.  Public    and    governmental    func- 

21014. "Air  navigation"  facility 

tions 

2101;").  "Operation  of  aircraft"  or 

"Op- 

21005.  Construction 

erate  aircraft" 

21006.  Construction 

21016.  "Airman" 

21007.  Definitions:   "Commission" 

21017.  "Airport  hazard" 

21008.         "Director" 

21018.  "Airway" 

21009.         "Person" 

21019.  Violation  penalty 

21010.         "Political  subdivision" 

Chapter  2.     California 

Aeronautics   Commission 

Article  1. 

Organization 

Section 

Section 

21201.  Creation,  members 

21202.  Qualifications 

21203.  Terms,  vacancies 

21204.  Removal 

21205.  Director  of  aeronautics 

21206.  Same :   powers   and   duties 

21207.  Delegation  of  powers 

21208.  Seals,  rules  and  regulations 


Section 
21240. 

21241. 

21242. 
21243. 
21244. 
21245. 
21246. 
21247. 
21248. 
21249. 


Article  2. 

Federal  authority,  intrastate 

rates 
Duties,  co-operation   of  local 

agencies 
Powers 
Rules 
Same 

Public   inspection 
Publication  of  orders 
Contracts 

Joint  exercise  of  powers 
Joint  hearings 


21209.  Organization 

21210.  Meetings 

21211.  Quorum 

21212.  Compensation 

21213.  Report 

21214.  Fiscal  year 

21215.  Offices 

21216.  Exercise  of  authority 

Powers  and  Duties 
Section 

21250.  Co-operation  with   federal   agen- 

cies 

21251.  Use  of  facilities  of  other  agen- 

cies 

21252.  Enforcement 

21253.  Legal  process 

21254.  Report  of  violatioa 

21255.  Use  of  federal  and  state  reports 

21256.  Receipt  and  disbursement  of 

funds 

21257.  Aircraft,  insurance 


Chapter  3.    Regulation   of  Aeronautics 


Section 

21401.  Sovereignty 

21402.  Ownership 

21403.  Lawful  flight 

21404.  Liability  :   passenger  injury,  etc. 

21405.  Injury  to  other  aircraft 

21406.  Guests 

21407.  Recklessness,  etc. 

21408.  Prohibition  from  operation 


Section 

21409.  License,   etc. :   requirement 

21410.  Display 

21411.  Aircraft  certificate,   permit,   etc. 

21412.  Posting  of  aircraft,  permit,  etc. 

21413.  Accidents 

21414.  Service  of   process :   airport   use 

by  nonresidents 
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Chapter  4.     Airports  and  Air  Navic.ation  Facilitifs 

Article  1.  Assistance  to  Political  Subdivisions 
Section  Section 

21G01.  Technical  services  L'lCiOo.  A^'ents,  contracts,  federal  funds 

21G02.  Financial  assistance 

Article  2.     State  Airi»)rts  and  Air  Navif,';iti(iii   Facilities 

Section  Section 

21G31.  Establishment,   etc.,   of  airi)oiis,  21035.  Condonination 

etc.  2103G.  Disposition    of    property 

21G32.  Acquisition    of   existing   airports  21G37.  Contracts,   etc.,   re   airports,   etc. 

and  facilities  21G.'',8.  Bids 

21G33.  Acquisition    of  property  21()30.  Grant   no   exclusive   ri^bt 

21G34.  Removal,  etc.,  of  hazards,  etc.  21040.  p]nforcemcnt  lien 

Article  3.     Keirulation  of  Airports 
Section  Section 

21001.  Exemptions  21005.  Notice  and  hearing 

21002.  Airport  approval  and   itermits  21000.  Permit  requirements 
21<»r.3.  I'nlawful  operation                                   21007.   Kxistins  airports 
21004.  Application  21G0S.  Revocation  of  permits 

Chapter  5.     Proceedings 
Section  Section 

21601.  Administrative  Procedure  Act.  21693.  Limitations 

21692.  Investigations,  etc.  21694.  Service  of  order,  review 

PART  1.     STATE  AERONAUTICS  COMMISSION 
(Part  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Chapter  1.     General  Provisions  and  Definitions 
(Chapter  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 
Short  Title 

21001.     This  part  may  be  cited  as  the  "State  Aeronautics  Commission  Act." 

Purpose 

21(K»2.  Tlie  purpose  of  this  part  is  to  further  and  jirotect  the  )iul)lic  interest  in 
aeronautics  and  aeronautical  proj^ress  by  the  following  means: 

(a)  Kncouragin};  tlie  development  of  pri\ate  flying  and  the  general  use  of  air 
transportation. 

(b)  Fostering  and  promoting  safety  in  aeronautics. 

(c)  Effecting  uniformity  of  the  laws  and  regulations  relating  to  aeronautics  con- 
sistent with  federal  aeronautics  laws  and  regulations. 

(d)  Granting  to  a  state  agency  such  powers  and  imposing  upon  it  such  duties 
that  the  State  may  properly  perform  its  functions  relative  to  aeronautics  and  effec- 
tively exercise  its  juri.sdiction  over  persons  and  property,  assi.st  in  the  development 
of  a  state-wide  system  of  airjiorts,  encourage  the  flow  of  private  capital  into  avia- 
tion facilities,  and  cooperate  with  and  assist  political  subdivisions  and  others  en- 
gaged in  aeronautics  in  the  development  and  encouragement  of  aeronautics. 

(e)  Establishing  only  those  regulations  which  are  essential  and  clearly  within 
the  scope  of  the  aiithority  granted  by  the  Legislature,  in  order  that  persons  may 
engage  in  every  phase  of  aeronautics  with  the  least  possible  restriction  consistent 
with  the  safety  and  the  rights  of  others. 

(f)  Providing  for  cooperation  with  the  federal  authorities  in  llio  di-velopment  of 
a  national  s-jstem  of  civil  aviation  and  for  coordination  of  the  aeronautical  activities 
of  tho.so  authorities  and  the  authorities  of  this  State. 

Construction 

2KK)3.  I'nb'ss  I  lie  context  otherwise  requires,  the  definitions  and  general  provi- 
sions set  f->rtb  in  this  chapter  govern  the  construction  of  this  part. 
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Public  and  Governmental  Functions 

21004.  The  acquisition  of  any  land  or  interest  therein  pursuant  to  this  part, 
the  phuininjr,  ac(|uisition,  establishment,  construction,  improvement,  maintenance, 
equipment,  and  operation  of  airports  and  air  navitcation  facilities,  whether  by  the 
State  separately  or  jointly  with  any  political  subdivision,  and  the  exercise  of  any 
other  powers  {^ranted  to  the  commission  by  this  part  are  public  and  governmental 
functions,  exercised  for  a  public  purpose,  and  are  matters  of  public  necessity.  All 
land  and  other  property  and  privileges  acquired  and  used  by  or  on  behalf  of  the 
State  pursuant  to  this  part  are  acquired  and  used  for  public  and  governmental 
purposes  as  a  matter  of  pultlic  necessity. 

Construction 

21005.  This  part  shall  not  be  construed  as  limiting  any  power  of  the  State  or  a 
political   subdivision   to   regulate   airport   hazards   by    zoning. 

21006.  This  chapter  or  any  other  law  shall  not  be  construed  as  prohibiting, 
restricting,  or  permitting  the  prohibition  of  the  operation  or  landing  in  populated 
areas  of  helicoi>ters  and  similar  aircraft  capable  of  approximately  vertical  ascent 
and  descent,  subject  to  such  reasonable  rules  affecting  the  public  safety  as  the 
commission  may  promulgate. 

Definitions 

21007.  "Commission"   means   the   California   Aeronautics   Commission. 

21008.  "Director"  means  the  Director  of  Aeronautics. 

21009.  "Person"  means  any  individual,  firm,  partnership,  corporation,  company, 
association,  joint  stock  association,  or  body  politic ;  and  includes  any  trustee,  re- 
ceiver, assignee,  or  other  similar  representative. 

21010.  "Political  subdivision"  means  any  county,  city,  city  and  county,  public 
corporation,  district  or  other  political  entity  or  public  corporation  of  this  State. 

21011.  "Aeronautics"  means : 

(a)  The  science  and  art  of  flight,  including  transportation  by  aircraft. 

(b)  The  operation,  construction,  repair,  or  maintenance  of  aircraft  and  aircraft 
power  plants  and  accessories,  including  the  repair,  packing,  and  maintenance  of 
parachutes. 

(c)  The  design,  establishment,  construction,  extension,  operation,  improvement, 
repair,   or  maintenance  of  airports  or  other  air  navigation   facilities. 

21012.  "Aircraft"  means  any  contrivance  used  or  designed  for  navigation  of,  or 
fiight  in,  the  air. 

21013.  "Airport"  means  any  area  of  land  or  water  which  is  used,  or  intended 
for  use,  for  the  landing  and  take-off  of  aircraft,  and  any  appurtenant  areas  which 
are  used,  or  intended  for  use,  for  airport  buildings  or  other  airport  facilities  or 
rights  of  way,  and  all  airport  buildings  and  facilities  located  thereon. 

21014.  "Air  navigation  facility"  means  any  facility,  other  than  facilities  owned 
or  operated  by  the  United  States,  used,  or  available  or  designed  for  use,  in  aid  of 
air  navigation,  including  any  structures,  mechanisms,  lights,  beacons,  markers,  com- 
municating systems,  or  other  facilities  used  or  useful  as  an  aid,  or  constituting 
an  advantage  or  convenience,  to  the  safe  taking  off,  navigation,  and  landing  of 
aircraft,  or  the  safe  and  efficient  operation   or  maintenance   of  an  airport. 

21015.  "Operation  of  aircraft"  or  "operate  aircraft"  means  the  use,  navigation, 
or  piloting  of  aircraft  in  the  air  space  over  this  State  or  upon  any  airport  within 
this  State. 

21016.  "Airman"  means  any  individual  who  engages,  as  the  person  in  command, 
or  as  pilot,  mechanic,  or  member  of  the  crew,  in  the  navigation  of  aircraft  while 
under  way,  and  any  individual  who  is  directly  in  charge  of  the  inspection,  mainte- 
nance, overhauling,  or  repair  of  aircraft  engines,  propellers,  or  appliances,  and  any 
individual  who  sei'ves  in  the  capacity  of  aircraft  dispatcher,  or  air  traffic  control- 
tower  operator.  "Airman"  does  not  include  any  individual  employed  outside  the 
United  States,  or  any  individual  employed  by  a  manufacturer  of  aircraft,  aircraft 
engines,  propellers,  or  appliances  to  perform  duties  as  insi^ector  or  mechanic  in 
connection  therewith,  or  any  individual  performing  inspection  or  mechanical  duties 
in  connection  with  aircraft  owned  or  operated  by   him. 

21017.  "Airport  hazard"  means  any  structure,  object  of  natural  growth,  or  use 
of  land,  which  obstructs  the  air  space  required  for  flight  of  aircraft  in  landing  or 
taking  off  at  an  airport  or  which  is  otherwise  hazardous  to  the  landing  or  taking  off. 
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21018.  "Airway"  means  a  route  in  the  navigable  air  space  over  the  land  or 
waiters  of  this  State,  designated  by  proper  authority  as  a  route  suitable  for  air 
navigation. 

Penalty 

21011>.  Any  person  violating  any  of  the  provisions  of  this  part,  or  any  of  the 
nifes  or  orders  issued  under  this  part,  is  punishable  by  a  fine  of  not  more  than  one 
thousand  dollars  (?1,CX)0)  or  by  imprisonment  of  not  more  than  six  months,  or 
both. 

Chapter  2.     California  Aeronautics  Commission 
(Chapter  2  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Article  1.     Organization 
(Article  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 
Creation 

Members: 

21201.  There  is  in  the  State  Government  the  California  Aeronautics  Commis- 
sion, which  consists  of  five  members  appointed  by  the  Governor  by  and  with  the 
consent  of  the  Senate. 

Qualifications 

21202.  Each  member  of  the  commission  shall  be  a  citizen  and  bona  fide  resident 
of  the  State.  At  least  two  members  shall  have  three  or  more  years  of  practical 
experience  in  aeronautics  as  private  or  commercial  pilots,  airport  managers,  or 
aviation  executives. 

Terms 

21208.  Members  of  the  commission  shall  be  appointed  for  a  term  of  four  years 
and  they  shall  hold  office  until  the  appointment  and  qualification  of  their  succe.ssors. 

The  terms  of  the  members  of  the  commission  in  office  at  the  time  this  part  takes 
effect  shall  expire  on  January  1st  of  that  year  which  for  the  particular  member 
has  heretofore  been  determined. 

Vacancies 

Vacancies  shall  be  filled  by  appointment  for  the  unexpired  term. 

Removal 

21204.  The  Governor  may  remove  any  member  of  the  commission  for  inefficiency, 
neglect  of  duty,  or  malfeasance  in  office,  after  notice  and  a  reasonable  opportunity 
to  be  heard. 

Director  of  Aeronautics 

212()r».  A  Director  of  Aeronautics  shall  be  appointed  by  the  commission.  He  shall 
hold  the  confidential  position  for  the  commission,  exempt  from  civil  service,  and 
shall  serve  at  the  pleasure  of  the  commission.  He  shall  be  appointed  with  due 
regard  to  his  fitness,  by  aeronautical  education  and  by  knowledge  of  and  recent 
practicsil  experience  in  aeronautics,  for  the  efficient  dispatch  of  his  powers  and 
duties.  He  shall  devote  his  entire  time  to  the  duties  of  his  office  and  shall  not  be 
actively  engaged  or  employed  in  any  other  business,  vocation,  or  employment.  He 
shall  receive  an  annual  salary  of  not  more  than  fourteen  thousand  five  hundi-ed 
dollars  ($14,r>(X))  to  be  fixed  by  the  commission,  and  shall  be  reimbursed  for  all 
traveling  and  other  expenses,  incurred  by  him  in  the  discharge  of  his  official  duties. 

(Amended  by  Stats.  1955,  Ch.  1168,  and  by  Stats.  1957,  Ch.  2424.) 

Same:  Powers  and  Duties 

21200.  The  director  is  the  executive  officer  of  the  commission  and  under  its 
suiiervision  .shall  administer  this  part,  the  rules,  regulations,  and  orders  established 
thereunder,  and  all  other  laws  of  the  State  relative  to  aeronautics.  He  shall  attend, 
but  not  vote  at,  all  nieitings  of  the  commission.  He  shall  be  in  charge  of  the  offices 
of  the  commission  and  responsible  to  the  commission  for  the  preparation  of  reports 
and  the  collection  and  dis.semination  of  data  and  other  public  information  relat- 
ing to  aeronautics.  The  director  shall  appoint,  subject  to  the  approval  of  the  com- 
mission   and    pursuant    to    the    civil    service    law,    such    experts,    field    and    office 
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assistants,  clerks,  and  other  employees  as  may  be  required  and  authorized  for  the 
proper  disohnrse  of  the  functions  of  the  commission  and  for  whoso  services  funds 
have  been  appropriated.  At  the  direction  of  the  commission,  and  with  the  cliairmnu 
of  the  commission,  he  shall  execute  all  contracts  entered  into  by   the  commission. 

Delegation  of  Powers 

21207.  The  commission  may  delegate  to  the  director  any  of  its  powers  or  duties, 
by  written  order  filed  in  its  office.  The  director  may  exercise  these  powers  and 
duties  in  the  name  of  the  commission. 

Seal,  Rules  and  Regulations 

21208.  The  commission  shall  adopt  a  seal,  and  make  rules  and  regulations  for 
its  administration  not  inconsistent  with  this  part. 

Organization,  etc. 

21209.  The  commission  shall  elect  from  among  its  members  a  chairman,  vice 
chairman,  and  secretary,  each  to  serve  for  one  year  and  until  his  successor  is 
appointed  and  qualified. 

Meetings 

21210.  The  commission  shall  fix  the  date  and  place  for  its  regular  meetings. 
Special  and  executive  meetings  may  be  called  as  provided  by  the  rules  and  regula- 
tions of  the  commission.  All  meetings  other  than  executive  meetings  shall  be  open 
to  the  public.  Regular  meetings  shall  be  held  at  the  commission's  established  offices. 
Whenever  the  convenience  of  the  puldic  or  of  the  parties  may  be  promoted,  or  delay 
or  expense  may  be  prevented,  the  commission  may  hold  meetings,  hearings,  or 
proceedings  at  any  other  place  it  may  designate. 

Quorum 

21211.  Three  members  of  the  commission  constitute  a  quorum,  and  no  action 
shall  be  taken  by  less  than  a  majority  of  the  commission. 

Compensation 

21212.  Each  member  of  the  commission  shall  receive  his  actual  and  necessary 
expenses  and  twenty-five  dollars  ($25)  a  day  for  attending  meetings  of  the  com- 
mission or  while  acting  under  its  orders. 

(Amended  by  Stats.  1957,  Ch.  872.) 

Report 

21213.  The  commission  shall  report  in  writing  to  the  Governor  on  or  about 
December  1st  of  each  year.  The  report  shall  contain  a  summary  of  the  proceedings 
of  the  commission  during  the  preceding  fiscal  year,  a  detailed  and  itemized  statement 
of  all  revenue  and  of  all  expenditures  made  by  or  in  behalf  of  the  commission,  any 
other  information  the  commission  deems  necessary  or  useful,  and  any  additional 
information  requested  by  the  Governor. 

Fiscal  Year 

21214.  The  fiscal  year  of  the  commission  shall  conform  to  the  fiscal  year  of  the 
State. 

Offices 

21215.  The  State  shall  provide  suitable  offices  and  office  equipment  for  the  com- 
mission in  the  City  of  Sacramento.  The  commission  may  maintain  offices  in  any 
other  city  in  the  State  and  may  incur  the  necessary  expense  for  office  furniture, 
stationery,  printing,  incidental  expenses,  and  other  expenses  necessary  for  the 
administration  of  this  part. 

Exercise  of  Authority 

21216.  Wherever  the  commission  is  authorized  to  make  rules,  regulations,  orders, 
procedures,  or  establish  minimum  standards,  under  this  part,  such  authority  shall 
be  exercised  in  accordance  with  the  Administrative  Procedure  Act  except  as  modified 
by  this  article. 

(Added  by  Stats.  1955,  Ch.  652.) 
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Article  2.     Powers  and  Duties 

(Artid.-  2  iuldeil  by  Stats.  VXiH,  Ch.  151,  as  part 

of  codification) 

Federal  Authority;   Intrastate  Rates 

•2V240.  This  State  recojrnizes  the  authority  of  the  Federal  Government  to  regulate 
the  operation  of  aircraft  and  to  control  the  use  of  the  airways,  and  nothing  in  this 
act  shall  lie  construed  to  give  the  commission  the  power  to  so  regulate  and  control 
safety  factors  in  the  operation  of  aircraft  or  to  control  use  of  the  airways.  This 
section  does  not  affect  the  State's  power  to  regulate  the  intrastate  rates  of  common 
carriers  liv  air.  and  such  power  is  hereby  reserved  to  the  State. 

(Addi'ij'liy  Slats,  litr.7,  Ch.  5G0.) 

Duties 

121L'41.  The  commission  shall  encourage,  foster,  and  assist  in  the  development  of 
aeronautics  in  this  State  and  encourage  the  establishment  of  airports  and  air  navi- 
gation facilities.  It  shall  cooperate  with  and  assist  the  Federal  (iovernment.  political 
subdivisions  of  this  State,  and  others  in  the  development  of  aeronautics,  and  shall 
seek  to  coordinate  their  aeronautical  activities. 

Cooperation  of  Local  Agencies 

rolilical  siilidivisitms  may  cooperate  with  the  commission  in  the  development  of 
;ieroii;iiitics  and  aei-onautics  facilities  in  this  State. 

Powers 

•_'1L'4L'.     The  commission  may: 

(a)  Kraft  and  recommend  necessary  legislation  to  advance  the  interest  of  the 
State  in  aeronautics. 

(b)  Hepresent  the  Slate  in  aeronautical  matters  before  fech-ral  and  otiier 
agencies. 

(c)  Participate  as  plaintiff  or  defendant  or  as  intervenor  on  behalf  of  the  State 
or  any  p(ditical  subdivision  or  citizen  in  any  controversy  which  involves  the  interest 
of  the  State  in  aeronautics. 

(d)  Assist  political  subdivisions  and  their  law  enforcement  agencies  in  becoming 
acquainted  with  and  enforcing  the  civil  air  regulations. 

Rules,  etc. 

'2\'24'.',.  The  commission  may  make  and  amend  general  or  special  rules,  regula- 
tions, and  procedures  and  establish  miiiinnim  standards,  consistent  with  and  clearly 
within  the  scope  of  federal  legislation  governing  aeronautics  and  the  rules,  regula- 
tions, and  standards  issued  thereunder. 

Sanne 

L'lli44.  For  the  purpose  of  protecting  and  insuring  tlie  general  pui)lic  interest 
ami  safety  and  the  safety  of  persons  operating,  using,  or  traveling  in  aircraft  and 
developing  aertumutics  in  this  State,  and  after  appropriate  pulilic  hearings,  the  com- 
mission may  m:ike  and  amend  temporary  gener;il  or  special  rules  and  iirocedures 
.nnd  establish  temiiorary  mininuim  standards  c(msislent  with  this  part  as  it  deems 
necessary  to  administi'r  this  part.  The  commission  shall  draft  these  temporary  rules, 
procedures,  and  standards  in  the  form  of  propo.sed  aviation  law  and  shall  submit 
them  to  the  ne.xt  general  session  of  the  liCgislature.  The.se  temporary  rules,  pro- 
cedures, and  standards  .shall  not  remain  in  effect  lieyond  !M)  days  after  tlie  tinal 
adjournment  of  that  session  of  the  Legislature. 

Public  Inspection 

'J124.~».  The  commission  sb:ill  keep  on  file  with  the  Secretary  of  State,  and  at  its 
principal  office,  a  copy  of  all  its  rules  for  public  inspection. 

Publication  of  Orders,  etc. 

'JlL'lii.  The  commission  shall  jirovide  for  (he  jinlilicat ion  and  general  distribution 
of  nil   its  oriiers.   rules,  and   procedures  having  general  effect. 

Contracts 

ur_'47.  The  commission  ma\  enter  into  ;iny  coiitracis  necessary  to  the  execution 
of  its  powers  under  this  part.  All  contracts  made  by  the  commission,  either  as  the 
agent  of  the  State  or  as  the  agent  of  any  political  subdivision,  shall  be  made  pur- 
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suant  to  the  laws  of  the  State  govenuiif;-  tlio  making  of  like  contracts.  Whero  the 
planning,  acquisition,  construction,  iniprovenient,  maintenance,  or  oix'nif ion  of  any 
airport  or  air  navigation  facility  is  financed  wholly  or  partially  with  federal  money, 
the  commission,  as  a>,^ent  of  the  State  or  of  any  political  subdivision,  may  let  con- 
tracts in  the  manner  prescribed  by  the  federal  authorities  actiu}^  under  the  laws  of 
the  United  States  and  any  rules  made  thereunder. 

Joint  Exercise  of  Powers 

2124S.  The  commission  may  exercise  any  of  its  powers  under  this  part  jointly 
with  any  political  subdivision,  state  agency,  other  states  or  their  political  sub- 
divisions, or  the  United  States. 

Joint  Hearings 

2124!!.  The  commission  may  confer  or  hold  joint  hearings  with  any  federal 
agency  in  connection  with  any  matter  arising  under  this  part  or  relating  to  the 
sound  development  of  aeronautics. 

Cooperation  With  Federal  Agencies 

212r)0.  The  commission  may  a\'ail  itself  of  the  cooperation,  services,  records,  und 
facilities,  of  the  federal  agencies  in  the  administration  and  enforcement  of  this  part. 
It  shall  cooperate  with  and  make  available  to  the  federal  agencies,  its  services, 
records,  and  facilities,  insofar  as  practicable. 

Use  of  Facilities,  etc,  of  Other  Agencies 

21251.  In  administering  this  part  the  commission  may  use  the  facilities  and 
services  of  other  state  agencies  and  political  subdivisions  to  the  utmost  extent  pos- 
sible. These  agencies  and  political  subdivisions  shall  make  available  to  the  com- 
mission  their  facilities   and   services. 

Enforcement 

21252.  The  commission,  its  members,  the  director,  officers  and  emph)yees  of  the 
commission,  and  every  state  and  peace  officer  charged  with  the  enforcement  of  state 
and  subordinate  laws  or  ordinances  shall  enforce  and  assist  in  the  enforcement  of 
this  part,  the  rules  and  orders  issued  under  this  part,  and  all  other  laws  of  this 
State  i-elating  to  aeronautics.  The  commission,  each  of  its  members,  the  director, 
and  such  of  the  officers  and  employees  of  the  commission  as  may  be  designated  by  it 
have  general  police  powers  in  aid  of  the  enforcement  of  this  part,  the  rules  and 
orders  issued  under  this  part,  and  all  other  state  laws  relating  to  aeronautics. 

Legal  Process 

21253.  In  the  name  of  the  State,  the  commission  may  enforce  this  part  and  the 
rules  and  orders  Issued  under  this  part  by  injunction  or  other  legal  process  in  the 
courts  of  this  State. 

Reports  of  Violations 

21254.  The  commission  may  report  to  the  appropriate  federal  agencies  and 
agencies  of  other  states  all  proceedings  instituted  charging  violations  of  Section 
21407,  and  Sections  21409  to  21412,  inclusive,  and  all  penalties  of  which  it  has 
knowledge  imposed  upon  airmen  or  the  owners  or  operators  of  aircraft  for  violations 
of  the  law  of  this  State  relating  to  aeronautics  or  for  violations  of  the  rules  or  orders 
of  the  commission. 

Use  of  Federal  and  State  Reports,  etc. 

21255.  The  commission  may  receive  reports  of  penalties  and  other  data  from 
agencies  of  the  Federal  Government  and  other  states,  and  may  enter  into  agree- 
ments with  these  agencies  governing  the  delivery,  receipt,  exchange,  and  use  of 
reports  and  data.  The  commission  may  make  the  reports  and  data  of  these  agencies 
and  of  the  courts  of  this  State  available  to  any  court  of  this  State  and  to  any 
officer  of  the  State  or  of  any  political  subdivision  authorized  to  enforce  the  aero- 
nautics laws  by  Section  21252. 

Receipt  and  Disbursement  of  Funds 

2125G.  The  commission  may  accept,  receive,  receipt  for,  disburse,  and  expend 
federal  and  other  money,  public  or  private,  made  available  to  accomplish   in  whole 
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or  ill  p:ut  :in.v  of  tlic  purposes  of  this  jiart.  All  federal  money  accepted  under  this 
part  shall  i)e  accepted  and  expended  by  the  commission  upon  the  terms  and  condi- 
tions prescribed  by  the  Thiited  States.  In  accepting  federal  money  under  this  part, 
the  commission  shall  have  the  same  authority  to  enter  into  contracts  on  i»ehalf  of 
the  State  as  is  K>"iiited  to  the  commission  under  Section  21608.  The  commission 
shall  deposit  all  money  received  under  this  section  in  the  Special  Deposit  Fund  in 
the  State  Treasury,  to  be  disbursed  or  expended  in  accordance  witli  the  terms  .nid 
conditions   upon   which   it   was   made   available. 

Aircraft  Insurance 

^2^^2~}~.  The  commission  may  own  and  operate  aircraft  for  use  in  the  furtherance 
of  its  duties,  employ  airmen  and  mechanics  for  proper  operation  and  miintenance 
of  the  aircraft,  and  insure  its  employees  against  injury  or  death  arisinj;  from  air- 
<-r:ift  accidents  incurred  in  the  perforznance  of  their  a.ssi^ned  duties,  within  the 
limits  of  appro|'ri:itious  for  these  purposes. 

ClIAPTKR   3.       REGI'LATIOX    OF    AERON.VUTKS 

(Chapter  o   added   by   Stats.   inr».3,   Ch.   151,   as   part   of   codification) 

Sovereignty 

21401.  Sovereifrnty  in  the  sjiace  al)ove  the  l:uid  and  waters  of  this  Stiitc  rests 
in  the  State,  except  where  granted  to  and  a.ssumed  by  the  United  States  pursuant 
to  ;i   ciinstitul  ii>n:il  iri-:int    from  the  people  of  the  State. 

Ownership 

21402.  The  ownership  of  the  space  above  the  land  and  waters  of  this  State  is 
vested  in  the  several  owners  of  the  surface  beneath,  subject  to  the  right  of  flight 
described  in  Section  21403.  Xo  use  shall  be  made  of  such  airspace  which  would 
interfere  with  such  right  of  flight;  provided,  that  any  use  of  property  in  conformity 
with  an  original  zone  of  approach  of  an  airport  shall  not  be  reuderd  unlawful  by 
reason  of  a  change  in  such  zone  of  ajiproach. 

(Amended  by   Stats.   1957,   Ch.  1G51.) 

Lawful  Flight 

21403.  (a)  Flight  in  aircraft  over  the  land  and  waters  of  this  State  is  lawful, 
unless  at  altitudes  beloAV  those  prescribed  by  federal  authority,  or  unless  so  con- 
ducted as  to  be  imminently  dangerous  to  persons  or  property  lawfully  on  the  land 
or  w.ater  beneath.  The  landing  of  an  aircraft  on  the  land  or  waters  of  another, 
without  his  consent,  is  unlawful  except  in  the  case  of  a  forced  landing.  The  owner, 
lessee,  or  operator  of  the  aircraft  is  liable,  as  provided  by  law,  for  damages  caused 
by  a  forced  landing. 

(b)  The  right  of  flight  in  aircraft  includes  the  right  of  safe  access  to  i)ublic  air- 
ports, which  includes  the  right  of  flight  within  the  zone  of  approach  of  any  public 
airport  without  restriction  or  hazard.  The  zone  of  appro.ach  of  an  airport  shall 
conform  to  the  specifications  of  the  Technical  Stand.ird  Order  of  the  Civil  Aero- 
nautics  Administration   of  the  Department  of  Commerce  designated   TS0-N18. 

(Amended  by  St.its.  1!>.57.  Ch.  1051.) 

Liability:    Passenger  Injury,  etc. 

21404.  Sid)ject  to  Section  21400.   the  liability  of  the  owner  or  i)ilot  of  an   air- 

cr:ift  carrying  passengers  for  injury  or  death  t(t  the  passengers  is  determi I   li.v  the 

rules  of  law  applicable  to  torts  on  (he  land  or  waters  of  this  State,  arising  .nil  of 
similar  relationships. 

Injury  to  Other  Aircraft,  etc. 

214((5.  Subject  to  Section  2140(i.  the  liability  of  tlH>  owner  of  (»ne  aircraft  to 
the  «>wner  of  another  aircraft,  or  to  operators  or  passengers  on  either  aircr.ift.  for 
damage  cjinsed  by  collision  on  land  or  in  the  air,  is  determined  by  the  rules  of  law 
.ipplir.ible  to   torts  on   land. 

Guests 

21  HM'i.  A  guest  riding  in  or  upon  Jiny  aircraft  witliuut  giving  conipensition.  or 
any  other  person,  does  not  have  any  right  of  action  for  civil  damages  against  the 
airman  flying  the  aircraft  or  against  any  other  person  otherwise  legally  liable  for 
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the  conduct  of  the  airninn.  on  account  of  pprsonal  injury  to,  or  tlio  dcatli  of.  the 
guest  (luriiijr  such  ride,  unless  the  iilaintifT  in  the  action  establishes  that  the  injury 
or  death  proximately  resulted  from  the  intoxication  or  wilful  misconduct  of  the 
airman. 

Recklessness,  etc. 

21407.  Tt  is  unlawful  for  any  person  to  operate  an  aircraft  in  the  air.  oi-  on  the 
srround  or  water,  while  under  the  influence  of  intoxicating  liquor,  narcotics,  or  other 
hahit-forminp:  dru?r.  or  in  a  careless  or  rechless  manner  so  as  to  endanger  the  life 
or  proMcrty  of  another.  In  any  proceedins:  charffinj;:  careless  or  reckless  operation 
of  aircraft  in  violation  of  this  section,  the  court  in  determininir  whether  the  opera- 
tion was  careless  or  reckless  shall  consider  the  standards  for  safe  oneration  of 
aircraft  prescribed  by  federal   statutes  or  refrnlations  jroverninp:  aeronautics. 

Prohibition  From  Operation 

2140,S.  For  any  violation  of  Section  21407.  in  addition  to,  or  in  lieu  of,  the 
penalties  provided  by  Section  21010.  or  as  a  condition  to  the  suspension  of  a  sen- 
tence, the  court  may  prohibit  the  violator  from  operating  an  aircraft  within  the 
State  for  a  period  not  exceedinc:  one  year.  Violation  of  the  prohibition  of  the  court 
may  be  treated  as  a  separate  offense  under  this  section  or  as  a  contempt  of  court. 
TTpon  a  nlea  of  Kuilty  or  conviction  under  Section  21407,  the  commission  shall  causp 
a  record  of  the  nlea  or  conviction  and  of  the  sentence  imposed  to  be  maintained. 
This  section  shall  not  be  construed  as  warrant  for  the  court  or  any  other  agency 
or  person  to  take  away,  impound,  hold,  or  mark  any  federal  certificate,  permit, 
rating,  or  license. 

License,  etc.:   Requirement 

21400.  Tt  is  unlawful  for  any  person  to  engage  in  aeronautics  as  an  .lirman  in 
the  State  unless  he  has  an  appropriate  effective  airman  certificate,  permit,  ratinir. 
or  license  issued  by  the  United  States  authorizing  him  to  engage  in  the  particular 
class  of  aeronautics  in  which  he  is  engaged,  if  the  certificate,  permit,  rating,  or 
license  is  required  by  the  United  States. 

Display 

21410.  Everv  airman  shall  keep  any  certificate,  permit,  rating,  or  license  re- 
ouired  for  him  by  the  United  States  in  his  personal  possession  when  he  is  oper^itinc- 
within  the  State.  He  shall  present  it  for  inspection  upon  the  demand  of  any  pence 
officer,  any  other  officer  of  the  State  or  of  a  political  subdivision,  or  member,  official, 
or  emplovee  of  the  commission,  authorized  by  Section  21252  to  enforce  the  aero- 
nautics laws,  or  any  official,  manager,  or  person  in  charge  of  any  airport  upon 
which  the  airman  lands,  or  upon  the  reasonable  request  of  any  other  person. 

Aircraft  Certificate,  Permit,  etc. 

21411.  Tt  is  unlawful  for  any  person  to  operate,  or  cause  or  authorize  to  be  oper- 
ated, any  civil  aircraft  within  this  State  unless  the  aircraft  has  an  appropriate 
effective  certificate,  permit,  or  license  issued  by  the  United  States  if  required  by  the 
United  States. 

Posting  of  Aircraft  Permit,  etc. 

21412.  Any  certificate,  permit,  or  license  required  by  the  T"fnited  States  for  an 
aircraft  shall  be  carried  in  the  aircraft  at  all  times  while  the  aircraft  is  operating 
in  the  State,  shall  be  conspicuously  posted  in  the  aircraft  where  it  may  be  readily 
seen  by  passengers  or  inspectors,  and  shall  be  presented  for  inspection  upon  the 
demand  of  any  peace  officer,  any  other  officer  of  the  State  or  of  a  political  subdivi- 
sion, or  member,  official,  or  employee  of  the  commission,  authorized  by  Section  21252 
to  enforce  the  aeronautics  laws,  or  any  official,  manager,  or  person  in  charge  of  any 
airport  upon  which  the  aircraft  lands,  or  upon  the  reasonable  request  of  any  person. 

Accidents 

21413.  The  commission  shall  report  to  the  appropriate  federal  agency  all  acci- 
dents in  aeronautics  in  this  State  of  which  it  is  informed,  and  shall,  insofar  as  is 
practicable,  preserve,  protect,  and  prevent  the  removal  of  the  component  parts  of  any 
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aircraft  involved  in   an  accident  beinj:  invostisated  by   it    until    the   federal   agency 
institntes  an  investigation. 

Service  of  Process:  Airport  Use  by  Nonresidents 

l.'14]4.  (a)  The  use  by  a  nonresi<leiit  or  his  agent  i.f  an  airport  williin  this 
State  or.  if  the  nonresident  is  the  owner  of  an  aircraft,  then  the  use  with  such  air- 
craft of  an  airport  within  this  State  by  any  person  with  his  express  or  inii)lied 
permission,  is  equivalent  to  an  appointment  by  such  nonresident  of  the  Secretary  of 
State  or  his  successor  in  ofiice  to  be  his  true  and  lawful  attorney  upon  whom  may 
be  served  all  lawful  processes  in  any  action  or  proceeding  against  said  nonresident 
growing  out  of  any  aircraft  accident,  collision,  or  crash  in  this  State  resulting  from 
the  operation  of  any  aircraft  within  this  State  by  himself  or  agent,  which  appoint- 
ment shall  al.so  be  irrevocalile  and  binding  on  his  executor  or  adiuinistrator.  Where 
the  nonresident  has  died  prior  to  the  commencement  of  an  action  brought  pursuant 
to  this  section,  service  of  process  shall  be  made  on  the  executor  or  administrator  of 
such  nonresident  in  the  same  manner  and  on  the  same  notice  as  is  provided  in  the 
case  of  the  nonresident.  Where  an  action  has  been  duly  commenced  under  the  pro- 
visions of  this  section  by  service  upon  a  defendant  who  dies  thereafter,  the  court 
must  allow  the  action  to  be  continued  against  his  executor  or  administrator  ui)oii 
motion  with  .such  notice  as  the  court  deems  proper. 

(!))  The  acceptance  of  such  rights  and  privileges  or  use  of  said  airport  shall  be 
a  signification  of  the  irrevocable  agreement  of  said  nonresident,  binding  as  well  upon 
his  executor  or  administrator,  that  any  such  process  against  him  which  is  served  in 
the  manner  herein  provided  .shall  be  of  the  same  legal  force  and  validity  as  if  served 
on  said  nonresident  personally  in  this  State. 

(c)  Service  of  such  process  shall  be  made  by  leaving  a  copy  of  the  summons  and 
complaint  with  a  fee  of  two  dollars  ($2)  for  each  noniesidenl  to  !)<■  so  served  in  the 
hands  of  the  Secretary  of  State  or  in  his  oliice  at  Sacramento  and  such  service  shall 
be  a  suiticient  service  on  said  nonresident  subject  to  compliance  with  sulidivision  (d) 
hereof. 

(d)  A  notice  of  such  service  and  a  copy  of  the  summons  and  comjilaint  shall  be 
forthwith  sent  by  registered  mail  by  the  plaintiff  or  his  attorney  to  said  defendant. 
Personal  service  of  such  notice  and  a  copy  of  the  summons  and  complaint  upon  said 
defendant  wherever  found  outside  this  State  shall  be  the  equivalent  of  -said  mailing. 

(e)  I'roof  of  compliance  with  subsection  (d)  hereof  shall  be  made  in  the  event 
of  service  by  mail  by  aflidavit  of  the  plaintiff  or  his  attorney  showing  said  mailing, 
together  with  the  return  receipt  of  the  United  States  Post  OtBce  bearing  the  signa- 
ture of  .said  defendant.  Such  aliidavit  and  receipt  shall  be  appended  to  tiie  original 
summons  which  shall  be  filed  with  the  court  from  out  of  which  such  summons  issued 
within  such  time  as  the  court  may  allow  for  the  return  of  such  summons.  In  the 
event  of  personal  service  outside  tliis  State  such  compliance  nuiy  be  proved  by  the 
return  of  any  duly  constituted  public  officer,  qualified  to  serve  lilvc  process  of  and 
iu  the  slate  or  jurisdiction  where  the  defendant  is  found,  showing  such  service  to 
have  been  made.  Such  return  .shall  be  appended  to  the  original  summons  which  shall 
be  filed  as  aforesaid. 

(f)  The  court  in  which  the  action  is  pending  may  order  such  continuances  as 
may  i)e  necessary  to  afford  the  defendant  rea.sonable  opportunily  to  defend  the  action. 

Records 

(g)  The  Secretary  of  State  shall  keep  a  record  of  all  process  so  served  upon  him 
which  record  shall  .show  the  day  and  hour  of  service. 

"Nonresident" 

(h)  As  u.sed  in  this  section  "nonresident"  means  a  person  who  is  not  a  resident 
of  this  Sl.ite  at  the  time  the  aircraft  accident,  collision,  or  crash  occurs. 

Exception 

(i)  This  .section  shall  not  apply  to  a  nonresident  licensed  to  do  business  in  this 
State. 

(Added  by  Stats.  1057,  Ch.  251.) 
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Chaptf.u  4.     AiKPOuTs  Axi)  Air  Navigation  Facimiiks 
(Chapter  4  addod  l).v  Stats,  l!)");',,  Ch.  Ifd.  as  part  of  codilical  inn  ) 

Article  1.     Assistance  to  Political  Sidxlivisioiis 
(Article  1  added  by  Stats.  llKi;?,  dii.  Ifil.  as  i)art  of  codilication  ) 
Technical  Services 

21001.  The  commission  ma.y  make  available  its  enj^ineerinj;  and  otiier  technical 
services,  with  or  without  oharp;e,  to  any  political  subdivision  or  i)erson  desirins,- 
them  in  connection  with  the  planning-,  accinisition,  construction,  improvement,  main- 
tenance, or  operation  of  airports  or  air  navigation  facilities,  subject  to  rules  promul- 
gated by  the  commission. 

Financial  Assistance 

21602.  Subject  to  the  terms  and  within  the  limits  of  special  appropriations  made 
by  the  Legislature,  the  commission  may  render  financial  assistance  by  f;rant  or  loan, 
or  both,  to  any  political  subdivision  or  i>olitical  suI)divisions  jointly,  in  the  plaunins, 
acquisition,  construction,  improviunent.  maintenance,  or  operation  of  an  airport 
owned  or  controlled,  or  to  be  owned  or  controlled,  by  the  political  subdivision  or  sul)- 
divisions,  if  the  financial  assistance  has  been  shown  by  public  hearing  to  be  essential 
to  the  proper  development  or  maintenance  of  a  statewide  system  of  airports.  Finan- 
cial assistance  may  be  furnished  in  connection  with  federal  or  other  financial  aid 
for  the  same  purpose. 

Agents 

21G03.  Upon  the  request  of  any  political  subdivision  or  political  subdivisions 
actin.n'  jointly,  the  commission  may  act  as  agent  in  accepting,  receiving,  receiptinj;- 
for,  and  disbursing  federal  money,  and  other  money  public  or  private,  made  avail- 
able to  finance,  in  whole  or  in  part,  the  planning,  acquisition,  construction,  improve- 
ment, maintenance,  or  operation  of  a  public  airport  or  air  navigation  facility.  Tlie 
commission  may  act  as  agent  in  contracting  for  and  supervising  the  planning,  acqui- 
sition, construction,  improvement,  maintenance,  or  operation.  Any  political  subdi- 
vision may  designate  the  commission  as  its  agent  for  these  purposes. 

Contracts 

The  commission  as  principal  on  behalf  of  the  State,  and  any  jiolitical  subdivision 
on  its  own  behalf,  may  enter  into  any  contracts  with  each  other,  the  United  States, 
or  any  person,  which  may  be  required  in  connection  with  a  grant  or  loan  of  federal 
money  for  public  airport  or  air  navigation  facility  purposes. 

Federal  Funds 

All  federal  money  accepted  under  this  section  shall  be  accepted  and  ti'ausferred 
or  expended  by  the  commission  upon  such  terms  and  conditions  as  are  prescribed  by 
the  United  States.  All  money  received  by  the  commission  pursuant  to  this  section 
shall  be  deposited  in  the  Special  Deposit  Fund  in  the  State  Treasury,  to  be  dis- 
bursed or  expended  in  accordance  with  the  terms  and  conditions  upon  which  it  was 
made  available. 

Article  2.     State  Airports   and   Air  Navigation   Facilities 
(Article   2   added   by   Stats.   1953,   Ch.   151,   as   part  of  codification) 

Establishment,  etc.,  of  Airports,  etc. 

21631.  From  appropriations  or  other  money  made  available  for  the  purpose,  the 
commission,  on  behalf  of  and  in  the  name  of  the  State,  may  plan,  establish,  con- 
struct, enlarge,  improve,  maintain,  equip,  operate,  regulate,  and  protect  airports  and 
air  navigation  facilities,  either  within  or  without  the  State,  including  the  construc- 
tion, installation,  equipment,  maintenance,  and  operation  at  the  airports  of  buildings 
and  other  facilities  for  the  servicing  of  aircraft  or  for  the  comfort  and  accommoda- 
tion of  air  travelers. 

Acquisition  of  Existing  Airports  and  Facilities 

21632.  The  commission  may  also  acquire  existing  airports  and  air  navigation 
facilities,  but  it  shall  not  acquire  any  airport  or  air  navigation  facility  owned  or 
controlled  by  a  political  subdivision  of  this  or  any  other  state  without  the  consent 
of  the  political  subdivision. 
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Acquisition  of  Property 

21G33.  For  tLe  purposes  of  this  article,  tlic  eommissiou,  by  purchase,  gift,  devise, 
lease,  condeuinatiou,  or  otherwise,  may  acquire  real  or  personal  property,  or  auy 
interest  therein  including  easements  in  airport  hazards  or  land  outside  the  bound- 
aries of  an  airport  or  airport  site,  necessary  to  permit  safe  and  eliicient  operation 
of  the  airports  or  to  permit  the  removal,  elimination,  obstruction-marking,  or  ob- 
struction-lighting of  airport  hazards,  or  to  prevent  the  estal>lishmeiit  of  airport 
hazards. 

Removal,  etc.,  of  Hazards,  etc. 

121034.  The  commission  may  contract  or  otherwise  provide,  by  condemnation  if 
necessary,  for  the  removal  or  relocation  of  any  airi)ort  hazard  or  the  removal  or  the 
relocation  of  all  private  structures,  railways,  highways,  mains,  pipes,  conduits,  wires, 
cables,  poles,  and  all  other  facilities  and  equipment  which  may  interfere  with  the 
location,  expansion,  development,  or  improvement  of  the  airports  and  other  air 
navigation  facilities  or  with  the  safe  approach  thereto  or  takeoff  therefrom  by  air- 
craft, and  may  pay  the  cost  of  the  removal  or  relocation.  When  exercising  its  power 
of  removal  or  relocation,  the  commission  shall  pay  the  cost  of  removal  and  relocation 
of  auy  private  structures,  railways,  mains,  pipes,  conduits,  w'ires,  cables,  poles,  or 
any  other  structure  or  equipment  required  to  be  moved   to  a   new  location. 

Condemnation 

'MiilSZ).  In  the  condemnation  of  property,  the  commission  shall  proceed  in  the 
name  of  the  State  in  the  manuer  provided  by  the  Code  of  Civil  Procedure.  For  the 
purpose  of  making  surveys  and  examinations  relative  to  any  coiulenuiation  pro- 
ceedings, it  is  unlawful  to  enter  upon  any  land,  doing  no  unucesssary  damage. 
The  power  of  the  commission,  by  condemnation,  to  acquire  or  require  the  relo- 
cation of  auy  railway,  highway,  main,  pipe,  conduit,  wires,  cables,  poles,  and  all 
other  facilities  and  equipment  or  other  property  held  for  or  devoted  to  a  public 
use  shall  be  exercised  only  after  the  court  in  which  the  condemnation  proceedings 
are  pending  hnds  that  the  taking  or  relocation  for  the  public  use  of  the  commission 
is  of  greater  public  necessity  than  the  public  use  for  which  the  property  is  presently 
held  or  used.  The  court  may  fix  the  terms  and  conditions  for  the  enjoyment  of  a 
right  of  common  use,  in  lieu  of  taking  or  relocation,  as  it  determines  will  best  suit 
the  public  interest  and  necessity. 

Disposition  of  Property 

UlUoO.  The  commission  may  dispose  of  any  property,  airport,  air  navigation  fa- 
cility, or  portion  or  interest,  acquired  pursuant  to  this  article,  by  sale,  lease,  or 
otherwise.  The  disposal  shall  be  in  accordance  with  the  laws  of  this  State  govern- 
ing the  disposition  of  other  state  properly,  except  that  in  the  case  of  disposals  to 
any  political  subdivision  or  government  or  the  United  States  for  aeronautical  pur- 
poses, the  disposal  may  be  effected  in  the  manner  antl  upou  the  terms  the  commis- 
sion deems  in  the  best  interests  of  the  State. 

Contracts,  etc.,  re  Airports,  etc. 

'2Hi'ti7.  In  operating  an  airport  or  air  navigation  facility  owned  or  controlled  by 
the  State,  the  commission  may  enter  into  contracts,  leases,  and  other  arrangements 
for  a  term  not  exceeding  20  years  with  any  person,  granting  the  privilege  of  using 
or  improving  the  airport  or  air  navigation  facility  or  space  therein  for  commercial 
purposes,  conferring  the  privilege  of  supplying  goods,  commodities,  things,  services, 
or  facilities  at  the  airport  or  air  navigation  facility,  or  making  available  services  to 
be  furnished  by  the  commission  or  its  agents  at  the  airport  or  air  navigation  facility. 
In  each  case  the  commission  may  establish  the  terms  and  conditions  and  tix  the 
charges,  rentals,  or  fees  for  the  pri\  ileges  or  services,  which  shall  be  reasonable 
and  uniform  for  the  same  class  of  privilege  or  service  and  shall  be  established  with 
regard  to  the  proiierty  and  improvement  used  and  the  e.Kpeiises  of  operation  to  the 
State.  In  no  case  shall  the  pulilic  be  deprived  of  its  rightful,  equal,  and  uniform  use 
of  tlie  airport,  air  navigation  facility,  or  portion  of  either.  The  cuiiimissioii  shall 
grunt  no  exclusive  privilege  for  the  sale  or  delivery  of  gasoline  or  other  petroleum 
products. 
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Bids 

21638.  The  commission  shall  call  for  bids  for  the  operation  of  any  state-owned 
airport  and  siiall  lease  the  airport  for  a  term  not  to  exceed  five  years  to  the  highest 
qualified  bidder  or  bidders.  No  person  shall  be  granted  any  authority  to  operate  the 
airport  other  than  as  a  public  airport  or  to  enter  into  any  contracts,  leases,  or  other 
arrangements  in  connection  with  the  operation  of  the  airport  which  the  commission 
might  not  have  undertaken  under  Section  21G37.  The  State  may  operate  an  airport 
only  if  no  acceptable  bid  is  received. 

Grant  No  Exclusive  Right 

21G39.  The  commission  shall  grant  no  exclusive  right  for  the  use  of  any  airport 
or  air  navigation  facility  under  its  jurisdiction.  This  section  shall  not  be  construed 
to  prevent  the  making  of  contracts,  leases,  and  other  arrangements  pursuant  to  this 
article. 

Enforcement  Lien 

21640.  To  enforce  the  payment  of  any  charges  for  repairs,  improvements,  storage, 
or  care  of  any  personal  property  by  the  commission  or  its  agents  in  connection  with 
the  operation  of  an  airport  or  air  navigation  facility  owned  or  operated  by  the  State, 
the  State  has  a  lien  on  the  property,  which  is  enforceable  by  the  commission  as  pro- 
vided by  law. 

Article  3.     Regulation    of   Airports 
(Article   3   added   by    Stats.   1953,   Ch.   151,   as  part  of  codification) 

Exemptions 

21661.  This  article  does  not  apply  to  airports  owned  or  operated  by  the  United 
States  or  to  pi'ivately  owned  airports  not  to  open  to  the  general  public  when  the  air- 
ports are  outside  of  the  traffic  pattern  or  control  zone  of  an  airport  for  which  a 
permit  has  been  granted.  To  the  extent  necessary,  the  commission  may  exempt  any 
other  class  of  airports,  pursuant  to  a  reasonable  classification  or  grouping,  from  any 
rule  or  requirement  thereof,  promulgated  under  this  article,  if  it  finds  that  its  appli- 
cation would  be  an  undue  burden  on  the  class  and  is  not  required  in  the  interest  of 
public  safety. 

Airport  Approvals  and  Permits 

21662.  The  commission  may  provide  for  the  approval  of  airport  sites  and  the 
issuance  of  airport  permits.  No  charge  shall  be  made  for  the  approval  or  permit. 

Unlawful  Operation 

21663.  It  is  unlawful  for  any  political  subdivision,  any  of  its  officers  or  em- 
ployees, or  any  person  to  operate  an  airport  without  an  appropriate  permit  as  may 
be  required  by  rule  of  the  commission  pursuant  to  this  article. 

Application 

21664.  Upon  the  promulgation  by  the  commission  of  a  rule  providing  for  the  ap- 
proval of  airport  sites,  any  political  subdivision  or  person  desiring  or  planning  to 
construct  or  establish  an  airport  may  apply  to  the  commission  for  approval  of  the 
site  prior  to  the  acquisition  of  the  site  or  prior  to  the  construction  or  establishment 
of  the  proposed  airport.  The  application  shall  set  forth  the  location  of  all  highways, 
railways,  mains,  pipes,  conduits,  wires,  cables,  poles,  and  other  facilities  and  struc- 
tures of  public  service  corporations  and  of  persons  engaged  in  radio  or  television 
broadcasting  located  within  the  area  proposed  to  be  acquired  or  zoned,  and  the  names 
of  the  owners  of  the  facilities  and  structures. 

Notice  and  Hearing 

21665.  On  its  own  motion,  the  commission  may,  or  upon  the  request  of  an  af- 
fected or  interested  person  the  commission  shall,  hold  a  public  hearing  in  connection 
with  the  approval  of  an  airport  site  or  the  issuance  of  an  aii-port  permit.  Before 
the  commission  grants  or  denies  approval  of  an  airport  site  or  issues  an  original 
permit  to  use  or  operate  an  airport,  all  public  service  corporations  and  all  persons 
or  corporations  engaged  in  radio  or  television  broadcasting  owning  facilities  in  the 
area  involved  shall  be  notified  of  the  application  and  shall  have  15  days  after  the 
notice  in  which  to  demand  a  public  hearing. 
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Permit  Requirements 

21(it;().  The  commission  shall  grant  approval  of  an  airport  site  and  issue  an  air- 
port permit,  with  reasonable  dispatch,  if  it  is  satisfied  that  all  of  the  following  re- 
(luirenients  have  been  met: 

(a)  The  site  is  adequate  for  the  proposed  airport.  Any  site  shall  be  doenicd  ade- 
quate which  meets  or  exceeds  the  minimum  airport  standards  approved  or  recom- 
mended by  the  Federal  Government. 

(b)  The  proposed  airport,  if  constructed  or  established,  will  conform  to  mini- 
mum standards  of  safety. 

(c)  Safe  air  traffic  patterns  have  been  worked  out  for  the  pioposed  airiiort  and 
for  all  existing  airports  and  approved  airport  sites  in  its  vicinity. 

(d)  The  zone  of  approach  of  the  airport  has  been  engineered  in  conforiuity  with 
the  provisions  of  Section  21403,  and  is  available  for  public  inspection. 

The  commission  may  grant  approval  of  a  site  subject  to  any  reasonable  conditions 
whieli  it  deems  necessary  to  effectuate  the  purposes  of  this  article. 
(Amended  by  Stats.  19r»7,  Ch.  1651.) 

Existing  Airports 

21(1(>7.  The  commission  shall  grant  approval  of  airport  sites  and  issue  airport 
permits  for  any  improved  airports  in  use  or  ready  for  use  on  June  30,  11)47. 

Revocation  of  Permits 

210()S.  The  commission  may  revoke  any  airport  permit,  after  notice  and  an 
opportunity  for  hearing  have  been  given  to  the  holder,  if  it  reasonably  determines 
that  any  of  the  following  conditions  are  present : 

(a)  There  has  been  an  abandonment  of  the  site  as  an  airport. 

(b)  There  has  been  a  failure  within  the  time  prescribed,  or  if  no  time  was 
prescribed  within  a  reasonable  time,  to  develop  the  site  as  an  airport  or  to  comply 
with  the  conditions  of  the  approval. 

(c)  The  site  is  no  longer  usable  for  the  aeronautical  purposes  for  which  the 
approval  w^as  granted  because  of  change  of  physical  or  legal  conditions  or  circum- 
stances. 

Chaptee  5.     Proceedings 

(Chapter  5  added  by  Stats.  1953,  Ch.  151, 
as  part  of  codification) 
Administrative  Procedure  Act 

210'.»1.  Any  hearing  held  under  this  part  shall  be  conducted  in  accordance  with 
Chapter  5  of  Part  1  of  Division  3  of  Title  2  of  the  Government  Code,  and  the  com- 
mission shall  have  all  the  powers  granted  therein. 

Investigations,  etc. 

21(;92.  The  commission,  any  member,  the  director,  or  any  otficer  or  employee  of 
the  commission  designated  by  it  may  hold  investigations,  inquiries,  and  hearings 
concerning  matters  covered  by  this  part  and  the  rules  and  orders  of  the  commission, 
and  concerning  accidents  in  aeronautics  within  this  State.  Hearings  shall  be  open 
to  the  public  and,  except  as  provided  in  Section  21691,  shall  be  held  upon  such  call 
or  notice  as  the  commission  deems  advisable.  Each  member  of  the  commission,  the 
director,  and  every  officer  or  employee  of  the  commission  designated  l)y  it  to  hold 
any  inquiry,  investigation,  or  hearing  may  administer  oaths  and  affirmations, 
certify  to  all  official  acts,  issue  subpoenas,  and  order  the  attendance  and  testimony 
of  witnesses  and  the  production  of  papers,  books,  and  documents.  If  any  person 
fails  to  comply  with  any  subpoenas  or  order  issued  under  the  authority  of  this 
section,  tiie  commission  or  its  authorized  representative  may  invoke  the  aid  of  any 
court  of  general  jurisdiction.  The  court  may  order  such  person  to  comply  with  the 
requirements  of  the  subpoena  or  order  to  give  evidence  touching  the  matter  in  ques- 
tion. Failure  to  obey  the  order  of  the  court  may  be  punished  by  the  court  as 
contempt. 

Limitations 

21t»9:!.  In  order  to  facilitate  the  making  of  investigations  by  the  commission 
in  the  interest  of  public  safety  and  promotion  of  aeronautics,  the  n^porls  of  investi- 
gations or  hearings  or  any  part  of  the  reports,  shall  not  be  admitted  in  evidence 
or  used  for  any  purpose  in  any  suit,  action,  or  proceeding  growing  out  of  any 
matter  referred  to  in  the  investigation,  hearing,  or  report,  except  in  case  of  any 
suit,  action,  or  proceeding,  civil  or  criminal,  instituted  by  or  in  behalf  of  the  com- 
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mission  or  in  tlio  namo  of  the  State  undoi-  the  provisions  of  this  part  or  otlior  laws 
of  tlie  State  rehitinj;-  to  aeronautics.  Any  nieinher  of  the  commission,  the  director, 
or  any  oflicer  or  emph^yee  of  (he  connnission  sliall  not  be  re()uire(l  to  (eslify  to  any 
facts  ascertained  in,  or  ini"ormation  sained  Ijy  reason  of,  liis  ofhcial  cai)acity,  nor  be 
required  to  testify  as  an  ex])ert  witness  in  any  suit,  action,  or  pi-oceedinjc  involving 
any  aircraft.  Su))ject  to  tliese  limitations,  the  commission  may  make  availabh'  to 
appropriate  federal,  stale,  and  political  subdivision  agencies  information  and 
material  developed   in   the  course  of  its  investigations  and  hearings. 

Service  of  Order 
Review 

21694.  l']\('ry  order  of  tlie  commission  requiring  performance  of  certain  acts  or 
compliance  with  certain  requirements  shall  set  forth  the  reasons,  state  the  acts  to 
be  done  or  requiiements  to  be  met,  and  be  served  upon  the  ])erson  affected  either 
by  registered  mail  or  in  person.  Any  person  aggrieved  by  an  order  of  the  commis- 
sion may  liave  the  action  of  the  commission  reviewed  by  the  courts  in  the  manner 
provided  by  law. 

DIVISION  II.     AIRPORT  LEGISLATION 

A.     General  Provisions 

1.  Eminent  Domain   for   Airport   Purposes. 

2.  Airports  as  "Public  Work  Projects"  for  Local  Agency  Allocation  Purposes. 

3.  Airports  as  "Enterprises"  for  Purposes  of  Revenue  Bond  Law  of  1941. 

4.  Airports  Within  "jNLaster  Plan"  for  Purposes  of  Local  Planning. 

5.  Presumption  That  Airport  Is  Not  a  Nuisance  for  Abatement  Proceedings. 

6.  Acceptance  of  Hangar   Site  by  State. 

7.  Traffic  on  Airport  Roads  and  Approaches. 

8.  Prohibited  Landing  Areas. 

9.  Trespass  on   Military  Airports. 

10.     Oil,   Gas   and   Mineral  Leases  by   Public  Agencies. 

B.     Districts 

1.  California  Airport  District  Act. 

2.  District  Investigation  Law  of  1933. 

3.  Monterey   Peninsula  Airport  District   Act. 

4.  Irrigation  Districts :   Airport  and  Aviation   Schools. 

5.  School  Sites :  Notice,  Investigation  and  Report  on  Proposed  Acquisition  Near 

Airport. 

C.     Counties  and  Cities 

1.  County  and  City   Airport  Law. 

2.  County   Airport  Acquisition  Law. 

3.  Airport  Approaches   Zoning   Law. 

4.  Airport  Zoning  By  Counties. 

5.  County  Contributions  to  United  Statt:j. 

6.  County  Aid  to  Cities  for  Airports. 

7.  Grant  of  Tidelands  in   San  Mateo  County  to  City  and  County   of   San   Fran- 

cisco for  Airport  Purposes. 

S.     Grant  of  Tidelands  in   San  Mateo  County  to  City  and   County  of   San  Fran- 
cisco for  Airport  Purposes. 

9.     Grant  of  Tidelands  to  City  of  Oakland  for  Airport  and  Other  Purposes. 

10.  San  Francisco  Harbor  Airport  Facilities. 

11.  Sale  and  Lease  of  Airports  by  Cities. 

12.  Leasing  of  City  Property  for  Airport  Purposes. 

13.  Validation  of  Leases  by  Cities  for  Airport  Purposes. 

A.      GENERAL    PROVISIONS 

],   Eminent  Domain  for  Airport  Purposes  (Code  of  Civil  Procedure) 

1238.  Subject  to  the  provisions  of  this  title,  the  right  of  eminent  domain  may 
be  exercised  iia  behalf  of  the  following  pul)lic  uses : 
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20.  Airports  for  the  landing  and  taking  off  of  aircraft,  and  for  the  construction 
and  maintenance  of  hangars,  mooring  masts,  flying  fields,  signal  lights  and  radio 
equipment. 

(Amended  by  Stats.  1957,  Ch.  43.) 

Air  Easement 

1239.2  Airspace  above  the  surface  of  property  or  an  air  easement  in  such  air- 
space may  be  acquired  under  this  title  by  a  county,  city  or  airport  district  if  such 
taking  is  necessary  to  protect  the  approaches  of  any  airport  from  the  encroach- 
ment of  structures  or  vegetable  life  of  such  height  or  character  as  to  interfere  with 
or  be  hazardous  to  the  use  of  such  airport. 

(Added  by  Stats.  1945.  Ch.  1242.) 

Rights  of  Property  Owner 

123'.l.4  Wlicre  necessary  to  protect  the  approaches  of  any  airport  from  the  en- 
croachment of  structures  or  vegetable  life  of  such  a  height  or  character  as  to  inter- 
fere with  or  be  hazardous  to  the  use  of  such  airport,  land  adjacent  to,  or  in  the 
vicinity  of,  such  airport  may  be  acquired  under  this  title  by  a  county,  city  or  airport 
district  reserving  to  the  former  owner  thereof  an  irrevocable  free  license  to  use  and 
occupy  such  land  for  all  purposes  except  the  erection  or  maintenance  of  structures 
or  the  growth  or  maintenance  of  vegetable  life  above  a  certain  prescrii)ed  height. 

(Added  by  Stats.  1945,  Ch.  1242.) 

2.   Airporfs  as  "Public  Works  Projects"  for 
Local  Agency  Allocafion  Purposes 

LOCAL   AGENCY   ALLOCATION    LAW 

(Part  8,  commencing  at  Section  15500,  Division  3,  Government  Code) 

PART  8.     LOCAL  AGENCY  ALLOCATION  LAW 
(Part  8  added  by  Stats.  1953,  Ch.  170,  as  part  of  codification) 

Short  Title 

15500.  This  part  may  be  cited  as  the  Local  Agency  Allocation  Law. 

Definitions 

15501.  As  used   in   this  part : 

(a)  "Local  agencies"  means  cities,  counties,  housing  authorities,  districts,  and 
any  other  local  public  agencies. 

(b)  '"Public  works  projects"  means  actiuisitinn  and  iiiiprovcnient  of  sites,  con- 
struction, modification,  and  alteration  of  public  buildings,  airports,  water  supply 
systems  (including  when  incidental  to  a  public  works  project  (1)  highways,  streets, 
bridges,  and  other  street  and  highway  structures,  and  (2)  plan  preparation  and 
equipment),  and  publicly  owned  and  operated  facilities,  including  but  not  limited 
to  sewage  treatment  and  disposal  plants  and  sanitary  facilities. 

(c)  "Board"  means  State  Allocation  Board. 

Allocations,  Apportionments  of  Appropriations 

l.").">()2.  Whenever  the  Legislature  makes  an  appropriation  of  state  or  federal 
funds  for  apportionment  or  allocation  to  any  class  or  classes  of  local  agencies  for 
I)ul)lic  works  i>rojects,  or  whenever  any  state  officer  or  agency  is  authorized  by 
law  to  receive  or  accept  any  money  from  the  Federal  (Jovernment  or  from  other 
sources  for  the  purpose  of  making  such  apportionments  or  allocations,  and  if  no 
state  odicer  or  agency,  other  than  the  State  Allocation  Board,  is  authorized  and 
emitowered  by  law  to  make  the  allocations  or  apportionments,  they  shall  be  made 
solrly  by  the  board. 

Same:   Rules  and  Regulations 

15503.  Whenever  tiie  board  is  reciuired  to  make  allocations  or  apportionments 
under  this  part,  it  shall  prescribe  rules  and  regulations  for  the  administration  of, 
and  not  inconsistent  with,  the  act  making  the  appropriation  of  funds  to  be  allo- 
cated or  ni)porti()ncd.  The  board  shall  require  the  procedure,  forms,  and  the  sub- 
mission of  any  information  it  may  deem  necessary  or  appropriate. 
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Unless  otherwise  provided  in  the  appropriation  act,  the  board  may  require  that 
applications  for  allocations  or  apportionments  be  submitted  to  it  for  approval. 

Assistance 

15504.  The  Director  of  Finance  shall  provide  the  Itoard  with  Ihe  assistance  it 
may  require  in  order  to  carry  out  the  provisions  of  this  part. 

Exemption 

15505.  Any  money  appropriated  for  allocation  or  apportionment  upon  a  fixed 
formula  basis  or  upon  a  basis  not  requiring  the  exercise  of  jud^Muciit  or  discretion 
as  to  the  amount  of  or  the  terms  and  conditions  under  which  allocations  and  ap- 
portionments arc  to  be  made  is  exempt  from  this  part  unless  the  Legislature 
expressly   provides  otherwise. 

Not  Retroactive 

1550(5.  This  part  shall  not  be  construed  as  affecting  or  changing  any  authority 
or  practice  existing  on  May  24.  1949  whereby  any  state  officer  or  agency  is  allo- 
cating or  apportioning  money  to  local  agencies. 

3.  Airports  as  "Enterprises"  for  Purposes  of  Revenue  Bond  Law  of  1941 
(Chapter  6,  Commencing  at  Section  54300,  Division  2, 
Government  Code) 

54309.  "Enterprise"  means  a  revenue  producing  improvement,  building,  system, 
plant,  works,  facilities,  or  undertaking  used  for  or  useful  in  any  of  the  following: 

(a)  The  obtaining,  conserving,  treating  and  supplying  of  water  for  domestic  use, 
irrigation,  sanitation,  industrial  use,  fire  protection,  recreation,  or  any  other  public 
or   private   uses. 

(b)  The  collection,  treatment  or  disposal  of  garbage  or  refuse  matter. 

(c)  The  collection,  treatment  or  disposal  of  sewage,  waste  or  storm  water,  in- 
cluding drainage. 

(d)  The  providing  of  public  parking  lots,  garages,  or  other  automotive  or  vehicu- 
lar parking  facilities,  including  any  and  all  public  off-street  vehicular  parking 
facilities. 

(e)  The  providing  of  public  transportation  by  means  of  a  ferry  or  ferry  system. 

(f)  The  providing  of  public  airports  and  facilities  appurtenant   thereto. 

(g)  The  acquisition,  construction,  maintenance,  operation,  improvement  and 
development  of  public  small  boat  harbors  and  such  facilities  and  improvements  in 
connection  therewith  as  in  the  opinion  of  the  local  agency  may  be  reasonably 
necessary  to  provide  for  the  full,  complete  and  convenient  public  use  of  such  small 
boat  harbors. 

It  includes  all  parts  of  the  enterprise,  all  appurtenances  to  it,  and  lands,  ease- 
ments, rights  in  land,  water  rights,  contract  rights,  franchises,  approaches,  dams, 
reservoirs,  garbage  trucks,  equipment,  dumps,  garbage  disposal  plants  and  incinera- 
tors or  other  disposal  facilities,  sewage  treatment  plants,  sewage  disposal  plants, 
intercepting  and  collecting  sewers,  outfall  sewers,  trunk,  connecting,  and  other  sewer 
and  water  mains,  filtration  work>s,  pumping  stations,  water  supply,  storage  and 
distribution  facilities  and  equipment,  the  franchises  or  licenses  to  operate  a  ferry 
or  ferry  system,  all  boats  and  vessels,  all  land  and  interest  in  land,  all  slips, 
wharves,  piers,  landing  places,  approaches  and  all  facilities  and  equipment  used  in 
the  maintenance  and  operation  of  a  ferry  or  ferry  system,  or  small  boat  harbor,  and 
all  buildings,  structures,  improvements,  equipment,  ditches,  canals,  and  facilities 
whatsoever  appurtenant  or  relating  to  the  enterprise. 

(Amended  by   Stats.  Ex.   Sess.,  1958,  Ch.  5.) 

4.  Airports  Within  "Master  Plan"  for  Purposes  of 
Local  Planning  (Government  Code) 

Master  Plan: 

65460.  Each  conmiission  or  planning  department  shall  prepare  and  the  com- 
mission shall  adopt  a  comprehensive,  long-term  general  plan  for  the  physical  devel- 
opment of  the  city,  county,  area,  or  region,  and  of  any  land  outside  its  boundaries 
which  in  the  commission's  judgment  bears  relation  to  its  planning.  The  plan  may 
be  referred  to  as  the  master  or  general  plan  and  shall  be  officially  certified  as  the 
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mastor   or   {,'(>noral    plan    iipon    its    ailoi.ticn    by    the    planning    commissiou    and    tlu' 
li'Kislative  body. 

(Aini-ndcd  by  Stats.  in.l5,  Ch.  1G44.) 

Transportation  Element 

G.")4(JT.  A  master  ov  general  plan  may  include  a  tran.sp()rtation  element  of  the 
plan,  showing  a  comprehensive  transportation  system,  including  locatinns  of  rights 
of  way,  terminals,  viaducts,  and  grade  separations.  This  element  of  the  plan  may 
also  include  iiort,  harlxir,  aviation,  and  related  facilities. 

(Amended  by    Stats.   lO."),  Ch.   1644.) 

5.  Presumpiion  That  Airporf  Is  Not  a  Nuisance  for 
Abatement  Proceedings  (Code  of  Civil  Procedure) 

Abatement  of  Airport,  etc.:   Presumption  No  Nuisance 

Toll).  In  any  action  or  proceeding  to  abate  the  u.se  of  an  airport  or  an  airpark, 
proof  that  the  airport  or  airpark  has  been  in  existence  for  three  years  constitutes 
a  rebuttable  presumption  which  shall  be  i)rima  facie  evidence  that  the  operation  of 
the  airport  or  airpark  does  not  ccnistitute  a  nuisance. 

(Added  by  Stats.  1058,  Ch.  52.) 

6.  Acceptance  of  hiangar  Site  by  the  State 

An  act  authorizing  the  State  of  CulifoDtia  to  accept  and  receive  title  to  certain  real 

property  to  he  used  as  the  site  for  the  erection  of  a  hangar. 

(Stats.  1931,  Ch.  247.  Approved  by  the  Governor  April  27,  1931. 

In   effect  Aiigu.st  14,  19.31.) 

The  people  of   the  State  of  California   do  cikk  t   as  folloirs: 

Director  of  Finance  to  Accept  Certain  Property 

Skction  1.  The  director  of  finance  is  hereby  authorized  and  empowered  to 
accept  and  receive  by  gift  title  to  the  following  described  real  property  or  any  other 
property  adjacent  or  near  thereto  in  the  name  and  for  and  on  behalf  of  the  State 
of  California  donated  to  the  State  of  California  to  l)e  used  as  and  for  tlie  purpose 
of  a  site  for  the  erection  of  a  hangar. 

Description 

That  p!-op<M-ty  beginning  at  a  point  ou  the  easterly  side  of  the  southwest  road- 
way ;  said  point  being  further  described  as  being  located  S.,  84°  20'  W.,  800.63 
feet;  thence  S.,  33°  35'  E.,  379.17  feet;  thence  S.,  56°  25'  E.,  26  feet,  from  a 
monument  marking  the  center  line  intersection  of  the  proposed  500  foot  runways 
of  the  Sacramento  municipal  airport,  Sacramento  County,  State  of  California ; 
thence  from  the  point  of  beginning  S.,  56°  25'  E.,  344  feet,  to  a  point  on  the  westerly 
line  of  the  southwest  runway;  thence  S.,  33°  35'  W.,  284.17  feet,  along  the  westerly 
line  of  said  southwest  runway,  to  a  point,  which  said  jioint  bears  X.,  61°  59. ."U'  W., 
2124.40  feet,  from  thi'  southeast  cornt-r  of  the  S:icramento  municipal  airport  ;  thence 
N.,  5('>'  25'  W.,  .''44  feet,  to  a  point  on  the  east<'rly  side  of  said  southwest  roadway; 
thence  X.,  .33°  35'  E.,  284.17  feet,  along  the  easterly  side  of  said  southwest  roadway, 
to  tiie  point  of  beginning;  and  containing  2.244  acres. 

All  of  the  above  descrilied  land  is  located  in  the  soutiiwcst  quarter  (SWj)  of 
section  25.  T.  8  N.,  II.  4  E.,  M.  D.  B,  and  M. 

Use 

Si:c'.  2.  Said  property  to  lie  for  the  use  and  benefit  of  the  State  of  California. 
The  acceptance  shall  not  be  made  before  .Inly  1,  19.''il,  nor  after  June  30,  1932. 

7.  Traffic  on  Airport  Roads  and  Approaches  (Vehicle  Code) 
Local  Regulation 

459. .3.  Privatir  Koads  Leading  lo  Airports.  The  provisions  of  this  division  shall 
not  prevent  local  authorities  within  the  reasonable  exercise  of  their  police  powers 
from  adopting  rules  and  regulations  by  ordinance  or  resolution  regulating  vehicular 
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traffic  on  privately  owned  and  maintained  roads  or  ways  within  the  boundaries 
of  a  pri\ately  own<'d  aini<>'"t,  when  .sutli  roads  or  ways  are  expressly  open  to  the 
^'oneral  public  for  purposes  of  vehicular  traffic. 

Notice 

No  such  rule  or  rc^iulalioii  shall   he  effocti\'e  unlil   approiiriate  slj;iis  ,i;i\inji  notice 
thereof  are  posted  along-  the  roads  or  ways  affected. 
(Added  by  Stats.  1!)43,  Ch.  447.) 

8.  Prohibited  Landing  Areas  (Article  5,  commencing  at  Section  10740, 
Chapter  1 ,  Division  7 ,  Fish  and  Game  Code) 

Article  5.     Wilderness  Areas 
(Added  by  Stats.  1057,  Ch.  450,  as  part  of  recodification) 

Travel  in  Wilderness  Area 

10740.  It  is  unlawful  for  any  person  other  than  a  legally  constituted  peace 
officer  or  officer  or  employee  of  the  Forest  Service  of  the  ITnited  States  Department 
of  Agriculture,  the  department,  or  of  the  Division  of  Forestry,  Department  of 
Natural  Resources  of  California,  or  county  fish  and  game  wardens  or  their  duly 
authorized  representatives,  to  travel  by  motor  boat,  automobile,  motorcycle,  or 
other  type  of  motorized  vehicle,  or,  except  for  emergencies  and  for  rescue  and  aerial 
search  for  rescue  purposes,  to  land  an  airplane,  helicopter,  or  similar  equipment, 
within  the  boundaries  of  a  primitive,  wilderness,  or  Avild  area  closed  to  the  above 
modes  of  travel  as  established  by  a  duly  authorized  ofl[icer  of  the  Forest  Service 
or  the  Department  of  Agriculture  and  recorded  in  the  office  of  the  Regional  Head- 
quarters of  the  California  Region  of  the  United  States  Forest  Service,  Department 
of  Agriculture,  and  with  the  department. 

Access  to  Area 

10741.  Nothing  in  this  article  shall  be  construed  as  prohibiting  access  over 
any  road  or  trail  in  any  such  area  to  any  land  to  which  any  person  is  entitled  to 
possession  by  such  person  or  any  person  authorized  by  him  to  use  such  road  or  trail 
as  a  means  of  access  to  the  land  ;  provided,  that  none  of  the  motorized  vehicles  or 
aircraft  mentioned  in  Section  10740  shall  be  used  by  any  person  as  a  means  of 
gaining  access  to  the  wilderness  areas  for  the  purpose  of  hunting  or  fishing.  Nor 
shall  anyone  having  a  lawful  right  to  enter  a  wilderness  area  with  a  motorized 
vehicle  or  aircraft  fish  or  hunt  while  within  the  area  after  having  entered  the  area 
with  a  motorized  vehicle  or  aircraft. 

9.  Trespass  on  Military  Airports  (Military  and  Veterans  Code) 

Arrest  of  Trespassers  and  Disturbers 

398.  Any  person  who  trespasses  upon  any  campground,  armory,  airport,  or  other 
place  devoted  to  military  duty,  or  who  in  any  way  or  manner  interrupts  or  molests 
the  orderly  discharge  of  military  duty,  or  who  disturbs  or  prevents  the  ]iassage 
of  troops  going  to  or  returning  from  any  duty  is  guilty  of  a  misdemeanor  and  may 
be  placed  under  arrest  by  or  at  the  direction  of  the  commanding  officer  of  the  troops 
or  of  the  place  concerned.  The  adjutant  General  may  cause  any  place  to  be  declared 
"off  limits"  to  members  of  the  National  Guard  if  necessary  to  protect  the  health, 
safety,  morals  or  general  welfare  of  such  members  during  such  times  as  the  National 
Guard  may  be  on  active  duty  or  in  attendance  at  an  encampment,  manuevers  or 
extended  exercise. 

(Amended  by  Stats.  1949,  Ch.  536.) 

70.  0/7,  Gas  and  Mineral  Leases  by  Public  Agencies 
(Public  Resources  Code) 

Application  of  Charter 

705G.  The  provisions  of  this  chapter  shall  apidy  to  all  counties  and  to  such 
public  or  quasi  public  corporations,  bodies  and  agencies  as  are  not  otherwise 
authorized  by  law  to  lease  for  the  production  of  oil,  gas  and  other  hydrocarbons, 
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(ir  for  the  iiiiuing  of  other  minerals,  lands  owned  by  such  public  or  (iiiasi  public 
corporation,  l)0(ly  <Ji'  agency,  including,  without  limiting  the  generality  of  the  fore- 
going, such  ()f  the  following  districts  as  are  not  otherwise  authorized  by  law  to  lease 
land  for  such  purjioses,  to  wit:  Mosquito  abatement  districts,  pest  abatement  <lis- 
tricts.  county  sanitation  districts,  sanitary  districts,  local  health  districts,  public 
cemetery  districts,  fire  protection  districts,  park  and  recreation  districts,  placer 
mining  districts,  soil  conservation  districts,  harbor  and  port  districts,  veterans 
memorial  districts,  school  districts,  airport  districts,  conservancy  districts,  flood 
control  districts,  drainage  districts,  irrigation  districts,  levee  districts,  water  dis- 
tricts, overflow  districts,  storm  water  districts  and  county  power  pumping 
districts. 

(Added  by  Stats.  1945,  Ch.  529). 

B.      DISTRICTS 

7.   California  Airport  District  Act  (Part  2,  commericing  at  Section  22001,  Divi- 
sion 9,  Public  Utilities  Code) 

GENEKAL  I'KOVISIONS   AND   DEFINITIONS 

Section 

22010  "Afifected  county" 

22011  "Board" 

22012  "Director" 

22013  "Secretary" 

22014  "Bond  election" 

22015  "Formation  election" 

22016  "Bond  tax" 

22017  "District  tax" 


Chaptee  2.     Formation 


CllAl'TEll    1.       GB 

Self  ion 

22001 

Short  title 

22(K)2 

Purpose 

22003 

Construction 

22004 

Creation,  powers,  etc. 

22005 

Areas 

22(MKi 

Boundaries 

22(Ml7 

l]  lections 

22008 

Definitions:  "District" 

22009 

"Principal  county" 

Section 

22151  Resolution  of  Intention  : 

22152  Contents 


Article  1.     Resolution 
Section 
22153     Publication 


Article  2.     Investigation  and  Termination  by  ^Majority  Protest 

Section  Section 

'22lHi     Applicable  Law  22178     Notice,  etc.,  not  required 
22177     Same 

Article  3.     Heai-ing 

Srilion  Section 

22201  Protests  22203     Overruling 

22202  Hearing  22204     Exclusion  from  district 


Article  4. 


Section 

22220 

22227 

22228 

22229 


Resolution 
I'ublication 
Proposition 
Klectii)n 


Section 

222.'>(> 

22257 


Article  5. 


Resolution  :  contents 
Name  and  description 


Election 
Section 

22230  Power  and  duties 

22231  Election  returns 

22232  Sanie 

Establishment  of  District 
Section 

22258  Filing 

22259  Formations  completed 


SENATE  INTERIM    COMMITTEE   ON   AVIATION 


73 


CllAl'TER   3. 

Internal  Organization 

Article  1. 

Board  of  Directors 

Section 

Section 

22401 

Board  of  directors : 

22406     Vacancies 

22402 

Election 

22407     Expenses 

22403 

Oaths 

22408     Meetings 

22404 

Terms 

22400     Same 

22405 

Same 

22410     Quorum 

Section 

Article  2. 

Oaths  and  Employees 
Section 

22436  President 

22437  Other  officers: 

22438  Secretary 

22439  General  manager 

Chapter  4. 
Section 

22551  Exercise  by  board 

22552  Perpetual  succession 

22553  Powers  and  duties 


22440  Same 

22441  Auditor 

22442  Depositories 

22443  Bonds 

Powers  and  Duties 
Section 

22554  Same 

22555  Rules 

22556  Fees,  tolls  and  rentals 


Chapter  5.    Bonds 


Article 

1.     Genei-a] 

[ 

Section 

Section 

22701 

"Board  of  supervisors" 

22705 

Same 

22702 

Bond  purposes 

22706 

Same 

22703 

Bond  election 

22707 

Bonds  as  investments 

22704 

Same 

22708 

Signatures 

Article  2. 

Bond  Election 

Section 

Section 

22731 

Publication  of  notice 

22742 

Same 

22732 

Contents  of  notice 

22743 

Same 

22733 

Precincts 

22744 

Same 

22734 

Election  officers:  appointment 

22745 

Challenge 

22735 

Same 

22746 

Poll  and  tally  lists 

22736 

Compensation 

22747 

Poll  list 

22737 

Poll  hours 

22748 

Tally  list 

22738 

Eligibility  to  vote 

22749 

Vote  canvass 

22739 

Ballots 

22750 

Transmission  and  canvass  of 

22740 

Same 

returns 

22741 

Voting 

Article  3. 

Bond  Insurance 

Section 

<, 

Section 

22766 

Certification  to  board  of 

22781 

Payment 

supervisors 

22782 

Place  of  payment 

22777 

Bond  issuance 

22783 

Sale  of  bonds 

22778 

Order 

22784 

Bids 

22779 

Limitations 

22785 

Same 

22780 

Term 

22786 

Proceeds 

Article  4.     Cancellation  of  Unsold  Bonds 

Section  Section 

22811  Petition  to  cancel  unsold  bonds  22813     Publication  of  notice 

22812  Hearing  22814     Cancellation 
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Section 

221)01 

22902 

22n03 
22904 


Sect  ion 
22951 

22952 

Section 
22975 
2297G 
22977 


Chapter  6.     Taxation 

Section 

22905     Sufficiency  of  tax 
Tax  proceeds 
Limitation 
Collection  of  tax 


22906 
22907 
22908 


"Board  of  sui)er\isors" 

Estimate  of  money  required  to 

pay  indebtedness 

Same 

Levying  of  tax 

CiiAi'TER  7.     Effect  of  Alteeations  of  District  Boundaries 

Section 


Effect  of  alteration  of  district 

boundaries : 

Merger 

Chapter  8. 


22953 
22954 


Annexation 

Liability  of  new  district 


Dissolution : 

Same 

Effect 


method 


Dissolution 
Section 

22978  Effect  on  bonded  indebtedness 

22979  Continuation  of  functions 


PART  2.     AIRPORT  DISTRICTS 

(Part  2  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Chapter  1.     General  Provisions  and  Definitions 
(Cbapter  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Short  Title 

22001.     This  part  may  be  cited  as  the  "California  Airport  District  Act." 

Purpose 

22(K)2.  The  purpose  of  this  part  is  to  facilitate  the  formation  of  intert-ity  and 
county  airport  districts  having  responsibility  for  the  development  of  airports  and  air 
navigation  facilities,  the  objective  being  to  encourage  airport  development  by  com- 
nuiiiities  and  to  distribute  its  cost  uniformly  among  all  who  benefit. 

Construction 

22003.  Unless  the  context  otherwise  requires,  the  definitions  and  general  provi- 
sions contained  in  this  chapter  govern  the  construction  of  this  part. 

Creation,  Powers,  etc. 

22(M)4.  Airport  districts  may  be  created,  maintained,  and  managed  as  provided 
in  this  part  and  may  exercise  the  powers  expressly  granted  or  necessarily  implied. 

Areas 

22005.  A  district  may  lie  within  or  include  the  territories  of  one  or  more  counties. 
It  may  include  one  or  more  cities,  all  or  any  part  of  any  city  and  any  part  of  the 
unincorporated  territory  of  any  county. 

Boundaries 

22000.  The  boundaries  of  a  district  may  be  altered  and  outlying  contiguous  ter- 
ritory in  the  same  or  an  adjoining  county  annexed  to  the  district  in  the  manner 
prescribed  by  this  part  for  the  original  formation  of  districts,  insofar  as  the  provi- 
sions are  applicable. 

Elections 

22007.  Except  as  othenvise  provided  in  this  part,  the  law  governing  the  qualifi- 
cations of  electors,  the  manner  of  voting,  the  duties  of  election  ofiicers,  the  canvassing 
of  returns,  declaration  of  results,  and  all  other  particulars  in  respect  to  the  calling 
and  holding  of  general  municipal  elections  in  cities  of  the  fifth  and  sixth  class,  so  far 
as  applicalile,  governs  all  district  elections. 

Definitions 

22(X)8.  "District"  means  airport  district,  formed  or  proposed  to  be  formed,  pur- 
suant to  this  part. 
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22000.  "Principal  county"  means  the  county  in  which  all  of  tlio  territory  of  the 
district  is  situated,  or  if  the  territory  is  situated  in  more  than  one  county,  the 
county  in  which  tlie  greatest  portion  of  the  territory  is  situated. 

22010.  "Affected  county"  means  any  county  in  which  the  territory  of  the  district 
is  situated. 

22011.  "Board"  means  the  board  of  directors  of  the  district. 

22012.  "Director"  means  memiier  of  the  board. 

22013.  "Secretary"  means  secretary  of  the  board. 

22014.  "Bond  election"  means  an  election  provided  for  in  Article  2  of  Chapter  f). 

22015.  "Formation  election"  means  an  election  provided  for  in  z\.rticle  4  of  Chap- 
ter 2. 

22016.  "Bond  tax"  means  the  tax  levied  pursuant  to  Cliapter  0  for  tlie  payment 
of  the  bonded  indebtedness  of  the  district. 

22017.  "District  tax"  means  the  tax  levied  pursuant  to  Chapter  6  for  the  pay- 
ment of  expenses  of,  and  claims  against  the  district,  otlier  than  the  bonded  in(lel)ted- 
ness. 

Chapter  2.     Formation 
(Chapter  2  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Article  1.     Resolution 
(Article  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Resolution  of  Intention 

22151.  The  board  of  supervisors  of  each  county  desiring  to  form,  or  join  in  form- 
ing, a  district  shall  adopt  a  resolution  of  intention  to  that  effect. 

Contents 

22152.  Each  resolution  shall  contain  : 

(a)  A  statement  of  intention  to  form  a  district. 

(b)  The  boundaries  of  the  district  or  some  other  designation  of  its  territorial  ex- 
tent. 

(c)  The  name  of  the  district. 

(d)  The  time  and  place  for  hearing  objections  to  the  formation  of  the  district  or 
to  its  extent.  The  time  of  the  hearing  shall  not  be  less  than  30  days  after  the  adop- 
tion of  the  resolution. 

(e)  The  name  of  the  newspaper  in  which  the  resolution  shall  be  published. 

Publication 

22153.  Each  resolution  shall  be  published  pursuant  to  Section  6061  of  the  Gov- 
ernment Code  in  the  county  concerned.  The  board  of  supervisors  may  order  it  pub- 
lished in  more  than  one  new^spaper.  Publication  shall  be  at  least  20  days  before  the 
date  of  hearing.  The  publication  of  the  resolution  constitutes  the  notice  of  the 
hearing. 

(Amended  by  Stats.  1957,  Ch.  357.) 

Article  2.     Investigation  and  Termination  by  Majority  Protest 
(Article  2  added  by  Stfits.  1953,  Ch.  151,  as  part  of  codification) 

Applicable  Law 

22176.  Except  as  otherwise  provided  in  this  article,  the  District  Investigation 
Law  of  1933  applies  to  districts  formed  under  this  part. 

22177.  Section  22178  of  this  code  supersedes  Section  5S6S0  of  the  Government 
Code,  with  respect  to  districts  formed  under  this  part. 

Notice,  etc.,  Not  Required 

22178.  The  requirements  of  the  District  Investigation  Law  for  the  mailing  of 
the  notice  of  hearing,  and  for  the  inclusion  in  the  report  of  value  and  liability  state- 
ments provided  for  in  Article  3  of  that  law,  do  not  apply  to  districts  formed  under 
this  part  if  the  board  of  supervisors  of  each  affected  county,  prior  to  the  hearing 
on  the  formation  of  the  district,  finds  by  resolution  adopted  by  a  four-fifths  vote  of 
its  members  that : 

(a)  In  its  opinion  the  probable  assessments  will  not  exceed  the  limitations  pre- 
scribed in  the  District  Investigation  Law. 

(b)  The  property  to  be  assessed  will  be  able  to  carry  the  assessments. 

(c)  The  assessment  limitations  may  be  dispensed  with. 
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Article  3.     Hcarins 
(Article  3  adilod  by  Stats.  1953,  Ch.  151,  as  part  of  codification  ) 
Protests,  etc. 

L'l."J(n.  Written  protests  or  olijections  to  the  formation  of  the  district  or  to  its 
extent  within  the  county  may  he  filed  in  the  othce  of  the  clerk  of  the  hoard  of  super- 
visors of  any  affected  county  at  any  time  prior  to  the  hour  tixed  for  the  hearing.  At 
the  hearinjithe  hoard  of  .^supervisors  shall  consi<ler  only  the  protests  or  objections 
filed  pursuant  to  this  section 

Hearing 

212202.  The  board  of  supervisors  of  each  affected  county  shall  hold  ;i  public  hear- 
ing'to  consider  the  objections  or  protests  at  the  time  fi.\ed  for  the  hearins.  The 
heariuR  may  be  continued  by  order  of  the  i)oard  of  supervisors  entered  on  its  minutes. 

Overruling 

22203.  Each  board  of  supervisors  may  overrule  any  protests  or  objections  filed 
with  it. 

Exclusion  From  District 

22204.  The  board  of  supervisors  of  each  affected  county  may  exclude  any  terri- 
tory within  the  county  that  in  its  opinion  will  not  he  benfited  by  inclusion  in  the 
district. 

Article  4.     Election 
(.\rticle  4  added  by  Btats.  1053,  Ch.  151,  as  part  of  codification) 
Resolution 

22220.  If  after  the  hearing  the  board  of  supervisors  of  each  affected  county  deter- 
mines that  the  district  should  be  formed,  each  board,  by  resolution  entered  on  its 
minutes,  shall  : 

(a)  Define  and  describe  the  boundaries  of  the  district  or  otherwise  designate  its 
territorial  extent. 

(b)  State  the  name  of  tiie  district,  which  shall  contain  the  words  " air- 
port district." 

(c)  Call  an  election  in  the  county,  or  portion  thereof  within  the  district,  for  the 
purpose  of  determining  whether  the  district  shall  be  formed  and  to  elect  a  board  of 
five  directors  for  the  district  if  formed. 

(d)  Fix  the  date  of  the  election  and  the  hours  the  polls  will  be  open. 

(e)  Establish  election  precincts  and  designate  polling  places  for  the  election. 

(f)  Appoint  the  election  oHicers. 

Publication 

22227.  The  resolution  shall  be  published  pursuant  to  Section  fiOfiO  of  the  Govern- 
ment Code  in  each  county  and  city  in  the  district.  The  first  publication  shall  be  at 
least  30  days  prior  to  the  date  of  the  election.  The  resolution  may  be  published  in 
more  than  one  newspajter  by  order  of  the  board  of  supervisors  of  the  affected  county. 

(Amended  by  Stats.  1057,  Ch.  357.) 

Proposition 

22228.  The  proposition  submitted  at  the  election  shall  be  "Shall  the  proposition 

to   form    Airport  District   under   the   California   Airport   District   Act   be 

nrlojitedV" 

Election 

22220.  Except  as  otherwise  provided  in  this  article,  the  election  shall  be  called, 
notir-ed.  jind  conducted,  candidates  nominated,  the  vote  canvassed,  and  the  results 
flecjjired  in  tiie  manner  preseribed  by  law  for  general  municipal  elections  in  cities 
of  the  fifth  and  sixth  classes  and  by  I  lie  general  laws  so  far  as  applicable. 

Powers  and  Duties 

222.30.  .\t  the  first  election  the  board  of  supervisors  of  each  affected  county  and 
its  clerk  have  the  powers  and  duties  vested  in  the  legislative  bodies  of  cities  and 
their  clerks  i)y  the  general  laws  described  in  Section  22220.  Thereafter  the  board 
of  directors  of  the  district  and  its  secretary  have  these  powers  and  duties. 
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Election  Returns 

22231.  The  canvass  of  the  returns  of  the  election  shall  be  made  at  the  time,  in 
the  manner,  and  by  the  officers  prescribed  by  law  for  special  elections  in  each 
affected  county. 

22232.  If  the  canvass  is  made  by  an  ofliccr  other  than  the  board  of  supervisors 
of  the  affected  county,  the  officer  shall  transmit  the  results  to  the  board  of  super- 
visors. The  board  of  suiiervisors  shall  declare  the  result  of  the  election. 

Article   5.     Establishment   of   District 
(Article  5  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 
Resolution:  Contents 

2225G.  P>y  a  resolution  entered  on  its  minutes,  the  board  of  supervisors  of  each 
affected  county  shall  declare  the  district  formed  if : 

(a)  A  majority  of  the  votes  cast  at  the  election  is  for  the  formation  of  the 
district. 

(b)  A  majority  of  the  votes  cast  in  a  majority  in  number  of  the  cities  included 
in  whole  or  in  part  in  the  district,  counting  all  of  the  unincorporated  territory  in 
each  affected  county  as  a  city  for  this  purpose,  is  for  the  formation  of  the  district. 

Name  and  Description 

22257.  The  resolution  shall  contain  the  name  of  the  district  and  a  description 
or  other  designation  of  its  boundaries. 

Filing 

2225S.  A  certified  copy  of  the  resolution  shall  be  filed  in  the  office  of  the  recorder 
of  each  affected  county  and  with  the  Secretary  of  State. 

Formation  Completed 

22259.  Upon  the  filing  with  the  Secretary  of  State,  the  formation  of  the  district 
is  complete. 

Chapter  3.     Internal  Organization 
(Chapter  3   added  by   Stats.   1953,   Ch.   151,   as   part  of  codification) 

Article    1.     Board    of    Directors 
(Article  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 
Board  of  Directors 

22401.  A  board  of  five  directors  is  the  governing  body  of  the  district. 

Election 

22402.  Each  district  shall  hold  a  general  district  election  for  the  election  of 
directors  on  the  fourth  Tuesday  in  March  in  the  second  year  after  its  formation, 
and  on  the  fourth  Tuesday  in  March  in  every  fourth  year  thereafter. 

Oaths 

22403.  Within  30  days  after  notice  of  election  or  appointment  each  member 
of  the  board  shall  qualify  by  taking  the  oSicial  oath  of  office  and  filing  it  with  the 
clerk  of  the  principal  county. 

Terms 

22404.  The  directors  elected  at  the  formation  election  hold  office  until  the  first 
general  election  in  the  district  and  until  their  successors  are  elected  and  qualified. 

22405.  The  term  of  office  of  each  director  elected  after  the  formation  election 
is  four  years  and  until  his  successor  is  elected  and  qualified. 

Vacancies 

22406.  The  board  shall  fill  any  vacancies  occurring  in  the  ofiice  of  director.  The 
appointee  shall  hold  office  for  the  balance  of  the  term  and  until  his  successor  is 
elected  and  qualified. 

Expenses 

22407.  Each  director  shall  be  allowed,  with  the  approval  of  the  board,  all  trav- 
eling and  other  expenses  necessarily  incurred  by  him  in  the  performance  of  his 
duties. 
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Meetings 

li240S.  The  board  shall  hold  its  first  meeting  in  the  meeting  room  of  the  board 
of  supervisors  of  the  principal  county  at  10  a.m.  on  the  first  Monday  after  the 
formation  of  the  district. 

Same 

22401>.  At  its  first  meeting  the  board  shall  provide  for  the  time  and  place  of 
holding  its  meetings  and  the  manner  in  which  special  meetings  may  be  called.  The 
board  may  establish  rules  for  its  proceedings. 

Quorum 

L'l.'410.  A  majority  of  the  board  constitutes  a  quorum  for  the  transaction  of 
business. 

Article  2.     Officers  and  Employees 
r  Article  2  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 
President 

2243G.  At  its  first  meeting  the  board  .shall  choose  one  of  its  members  president. 
The  president  shall  sign  all  contracts  on  behalf  of  the  district  and  perform  such 
other  duties  as  may  be  imposed  by   the  board. 

Other  Officers 

21!1.".7.  At  its  first  meeting  or  as  soon  thereafter  as  practicable,  by  a  majority 
vote  till-  i)o;ird  shall  appoint  a  general  manager,  a  -secretary,  a  district  counsel,  and 
an  auditor.  These  officers  shall  sene  at  the  pleasure  of  the  board.  The  board  shall 
fix  their  compensation. 

Secretary 

224.38.  The  secretary  shall  countersign  all  contracts  on  behalf  of  tiie  district 
and  perform  such  other  duties  as  may  be  imposed  by  the  board. 

General  Manager 

22439.     The  general  manager  has  the  following  powers  and  functions : 

(a)  Full  charge  and  control  of  the  construction,  maintenance,  and  operation  of 
the  physical  properties  of  the  district. 

(b)  Except  as  otherwise  provided  in  this  article,  full  power  to  emi)loy  and  dis- 
charge all  employees  and  assistants  at  pleasure,  prescribe  tlieir  duties,  and,  subject 
to  tlie  approval  of  the  board,  to  fix  their  compensation. 

(c)  Kuch  other  duties  as  may  be  imposed  by  the  board. 

224H).  The  general  manager  shall  report  to  the  board  in  accordance  witli  rules 
and  regulations  adopted  by  the  board. 

Auditor 

22441.  The  auditor  sliall  install  and  maintain  a  system  of  auditing  and  account- 
ing which  shall  competently  and  at  all  times  show  the  financial  condition  of  the 
district.  lie  .shall  draw  warrants  to  pay  demands  made  again.st  the  district  if  the 
demands  have  been  approved  by  at  least  three  directors  and   the  general  manager. 

Depositories 

22442.  The  iward  shall  designate  deiiositories  for  the  custody  of  tiie  funds  of  the 
district.  A  depository  shall  give  security  sufficient  to  secure  the  district  against 
po.ssible  l(.ss  and  shall  pay  the  warrants  drawn  by  the  auditor  for  demands  against 
the  district  under  such  rules  as  the  board  may  prescribe. 

Bonds 

22443.  The  general  manager,  secretary,  auditor,  and  all  other  employees  or 
assistants  of  the  district  who  may  be  required  to  do  so  by  the  board,  shall  give 
bonds  to  the  district  conditioned  for  the  faithful  performance  of  their  duties  as  the 
iioanl   may   jirfscribe. 

Chapter  4.     Powers  and  Duties 
H"li:ipt<r   4   added   by    Stats.   1953,   Ch.   Ml,   as   part   of   codification) 

Exercise  by  Board 

22.W1.  Except  .is  otherwise  provided  in  this  part,  the  powers  of  the  district  shall 
be  exercised  by  the  board. 
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Perpetual  Succession 
22r)r)2.     A  district  has  perpetual  sucoossion. 

Powers  and  Duties 

22553.  A  district  may  : 

(a)  Sue  and  l)o  sued,  except  as  otherwise  provided  hy  law,  in  all  aelions  and 
proceedings  in  all  courts  and  tribunals  of  competent  jurisdiction. 

(b)  Adopt  a   seal  and  alter  it  at  pleasure. 

(c)  Provide  and  maintain  public  airports  and  landing  places  for  aerial  traffic. 

(d)  Acquire  by  purchase,  condemnation,  donation,  lease,  or  otherwise,  real  or 
personal  property  necessary  to  the  full  or  convenient  exercise  of  any  of  its  powers 
or  puri)oses. 

(e)  Improve,  construct  or  reconstruct,  lease,  furnish  or  I'efurnish.  use,  repair, 
maintain,  control,  sell,  or  dispose  of  the  property  of  the  district,  including  any 
buildings,  structures,  lighting  equipment,  and  all  other  equipment  and  facilities 
necessary  therefor. 

Same 

22554.  A  district  may   also : 

(a)  Employ  legal  counsel  and  provide  all  necessary  custodians,  employees,  en- 
gineers, and  attendants  for  the  proper  maintenance  of  the  property  of  the  district 
for  any  of  its  purposes. 

(b)  Borrow  money,  incur  indebtedness,  issue  bonds  or  other  evidence  of  the  in- 
debtedness, and  refund  or  retire  any  indebtedness  of  the  district. 

(c)  Cause  to  be  levied  and  collected,  taxes  for  the  purpose  of  maintaining  and 
carrying  on  the  operations  of  the  district  and  paying  its  obligations. 

(d)  Make  contracts,  employ  labor,  and  do  all  acts  necessary  or  convenient  for 
the  full  exercise  of  any  of  the  powers  of  the  district. 

Rules 

22555.  The  board  shall  make  all  needful  rules  governing  the  use  of  the  airports, 
landing  places  for  aerial  traffic,  and  other  aerial  facilities  of  the  district. 

Fees,  Tolls,  and  Rentals 

22550.  The  board  may  charge  and  collect  fees,  tolls,  and  rentals  for  the  use  of 
all  or  a  part  of  the  aerial  facilities  of  the  district  in  such  amounts  and  at  such  rates 
as,  so  far  as  possi])le,  w'ill  produce  revenues  sufficient  to  pay  the  operating  expenses 
of  the  district,  provide  for  repairs  and  depreciation  of  the  properties  of  the  district, 
pay  the  interest  on  the  bonded  indebtedness  of  the  district,  and  provide  a  sinking 
or  other  fund  for  the  payment  of  the  principal  of  the  indebtedness  as  it  becomes  due. 

Chapter  5.     Bonds 
(Chapter  5  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Article  1.     General 
(Article  1  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

"Board  of  Supervisors" 

22701 .  As  used  in  this  chapter,  "board  of  supervisors''  means  the  board  of  super- 
visors of  the  principal  county. 

Bond  Purposes 

22702.  District  bonds  may  be  issued  and  sold  pursuant  to  this  chapter  for  the 
following  purposes  : 

(a)  Raising  money  for  purchasing  real  property  for  airport  purposes. 

(b)  Building  and  purchasing  buildings  or  structures  including  hangars,  or  mak- 
ing alterations,  additions,  or  repairs  to  the  buildings   or  structures. 

(c)  Restoring  or  rebuilding  buildings  or  structures  damaged  or  destroyed  by  fire 
or  other  public  calamity. 

(d)  Supplying  buildings,  structures,  and  hangars  with  furnishings  and  necessary 
apparatus. 

(e)  Improving  the  grounds  of  airports. 

(f)  Acquiring  and  maintaining  lighting  equipment  and  all  other  equipment,  de- 
vices, and  facilities  necessary  or  convenient  for  the  airports. 
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(g)  Liquidating  any  indebtedness  incurred  for  these  purposes  or  refunding  any 
valid  outstanding  indebtedness  of  the  district  evidenced  by  bonds  or  warrant. 

(h)  Paying  all  costs  and  expenses  incident  to  the  bond  election,  including  engi- 
neering, architectural,  legal  charges,  fiscal  agent's  charges  and  interest  during  con- 
struction and  for  a  period  of  not  to  exceed  12  months  after  completion  of  construc- 
tion. 

(Amended  by  Stats.  1957.  Ch.  1377. 1 

Bond  Election 

227();'>.  If  the  board  deems  it  advisal)le  it  may  call  an  election  and  .submit  to  the 
electors  of  the  district  the  question  whether  district  bonds  shall  be  issued  and  sold. 
The  board  shall  call  a  bond  election  upon  the  filing  with  the  board  of  a  petition 
signed  by  10  percent  of  the  registered  voters  of  the  district. 

Same 

22704.  The  board  shall  call  and  conduct  the  bond  election  in  the  manner  pre- 
scribed by  this  chapter. 

Same 

22705.  The  order  calling  the  bond  election  shall  be  signed  by  a  majority  of  the 
directors. 

Same 

2270G.  In  the  order  calling  the  bond  election,  the  board  may  submit  to  the  elec- 
tors as  one  proposal  the  question  of  issuing  bonds  for  all  or  any  of  the  purposes 
described  in  this  article,  or  it  may  submit  as  separate  (luestions  the  issuance  of  bonds 
for  any  of  these  purposes,  singly  or  in  such  combinations  as  it  directs  in  the  order. 

Bonds  as  Investments 

22707.  When  bonds  issued  pursuant  to  this  part  have  been  investigated  and  certi- 
fied by  any  authorized  officer  of  the  State  and  are  declared  to  be  legal  investments 
for  savings  banks,  they  may  be  purchased  or  received  in  pledge  for  loans  by  savings 
banks,  building  and  loan  companies,  trust  companies,  insurance  companies,  guard- 
ians, executors,  administrators,  and  special  administrators,  or  by  any  public  officer  of 
the  State  or  of  any  county  or  other  municipal  or  corporate  body  in  the  State  having 
or  holding  funds  which  they  may  legally  invest  or  loan. 

Signatures,  etc. 

22708.  If  any  officer  whose  signature,  countersignature,  or  attestation  appears  on 
the  bonds  or  coupons  ceases  to  be  such  officer  before  the  delivery  of  the  bonds  to 
the  purchaser,  the  signature,  countersignature,  or  attestation  is  valid  and  sufficient 
for  all  purposes  as  if  he  had  remained  in  office  until  the  delivery  of  the  bonds.  The 
signature  on  the  coupons  of  the  person  who  is  auditor  at  the  date  of  the  bonds  is 
valid  although  the  bonds  may  be  attested  by  a  different  person  who  is  auditor  at 
the  time  of  their  delivery. 

Article  2.     Bond  Election 
(Article  2  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Publication  of  Notice 

22731.  A  notice  of  the  bond  election,  signed  by  a  majority  of  the  directors,  shall 
be  posted  in  three  public  places  in  the  district  not  less  than  20  days  before  the  elec- 
tion and  shall  be  published  in  each  affected  county  pursuant  to  Section  6063  of  the 
Government  Code. 

(Amended  by  Stats.  1957,  Ch.  357.) 

Contents  of  Notice 

22732.  The  notice  shall  contain  : 

(a)  The  time  and  place  of  holding  the  bond  election. 

(b)  The  names  of  the  election  officers. 

(c)  The  hours  the  polls  will  be  open. 

(d)  A  st.'iteinent  <>f  the  purpose  for  which  the  election  is  held. 

(e)  The  amount  .ind  denomination,  the  rate  of  interest,  and  the  term,  not  exceed- 
ing 40  years,  o(  the  proposed  bonds. 
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Precincts 

2273;j.  For  the  purpose  of  the  l)on(l  ok'ction,  the  board  may  divide  tlie  district 
into  election  precincts  and  may  change  the  precincts  as  often  as  occasion  requires. 

Election  Officers:  Appointment 

22734.  The  board  shall  appoint  one  inspector,  one  judge,  and  two  clerks  of  elec- 
tion in  each  precinct. 

227;>5.  If  the  board  fails  to  appoint  the  election  officers,  or  if  those  appointed 
are  not  present  at  the  opening  of  the  polls,  the  electors  present  may  appoint  them 
and  they  shall  conduct  the  elections. 

Compensation 

22736.  The  board  may  fix  the  compensation  of  the  election  officers  but  not  ex- 
ceeding seven  dollars  ($7)  for  each  election  officer. 

Poll  Hours 

22737.  The  polls  shall  be  open  on  election  day  from  8  a.m.  until  8  p.m. 

Eligibility  to  Vote 

22738.  Every  resident  of  the  district,  who  is  a  qualified  elector  of  the  county, 
and  who  is  registered  in  the  precinct  where  the  election  is  held  at  least  30  days  be- 
fore the  election,  may  vote  in  the  election. 

Ballots 

22739.  The  secretary  shall  obtain  uniform  ballots  for  the  bond  election.  No  other 
form  of  ballot  shall  be  used.  The  expense  of  printing  and  distributing  the  ballots  to 
the  polling  places  shall  be  paid  as  other  current  expenses  of  the  district  are  paid. 

22740.  The  ballot  shall  contain  the  following: 

(a)  "Official  ballot  provided  by  the  board  of  directors  of  the  ' airport 

district'  to  be  used  in  the  bond  election  of  said  district  in  the  county  of , 

State  of  California,  on  the day  of 19 " 

(b)  Other  matters  required  by  law. 

(c)  "Bonds — Yes"  and  "Bonds — No." 

Voting 

22741.  The  board  shall  provide  a  booth  or  private  room  in  which  the  voter  may 
prepare  his  ballot  in  secret. 

22742.  No  electioneering  shall  be  carried  on  within  100  feet  of  the  polls. 

22743.  Each  voter  shall  put  a  cross  [+]  upon  his  ballot  with  pencil  or  ink  after 
the  words  "Bonds — Yes"  or  "Bonds — No"  to  indicate  whether  he  has  voted  for  or 
against  the  issuance  of  the  bonds. 

22744.  After  marking  his  ballot  the  voter  shall  hand  it  to  the  inspector.  The 
inspector,  in  the  presence  of  the  voter,  shall  deposit  the  ballot  in  the  ballot  box. 
The  judge  or  clerks  shall  enter  the  voter's  name  on  the  poll  list. 

Challenge 

22745.  Any  person  offering  to  vote  may  be  challenged  by  any  elector  of  the  dis- 
trict. In  the  case  of  a  challenge  the  judge  or  clerks  of  the  election  shall  administer 
to  the  person  challenged  an  oath  substantially  as  follows  :  "You  do  swear  that  you 
are  a  citizen  of  the  United  States,  that  you  are  21  years  of  age,  that  you  have  re- 
sided in  this  State  one  year,  in  this  county  90  days,  and  in  this  airport  district  30 
days  preceding  this  election,  and  that  your  name  is  on  the  great  register  of  this 
county  and  was  on  the  great  register  of  a  precinct  in  this  airport  district  at  least 
30  days  before  this  election,  and  that  you  have  not  before  voted  this  day."  If  the 
person  challenged  takes  this  oath  his  vote  shall  be  i-eceived.  Otherwise  his  vote  shall 
be  rejected. 

Poll  and  Tally  Lists 

22746.  The  secretary  shall  provide  the  election  officers  with  official  poll  and  tally 
lists. 

Poll  List 

22747.  The  heading  of  the  poll  list  shall   read   "Official   poll  list  of 

airport   district   for   the   airport   district   bond   election   on    the    day   of 

19 "  Under  this  heading  shall  be  arranged  three  columns.  The  head- 
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iiig  of  the  first  column  shall  read  'Write  your  name  as  it  appears  ou  the  great 
register  of  this  county."  The  heading  of  the  second  column  shall  read  "Write  your 
residence,  street  and  number,  city,  and  airport  district."  The  heading  of  the  third 
column  shall  read  "Are  you  a  (lualified  registered  voter  in  this  airport  district?" 
The  person  offering  to  vote  shall  write  his  name  on  the  first  column  of  the  poll  list, 
give  his  residence  in  the  second,  and  in  the  third  shall  write  the  word  "Yes"  or 
"No.''  If  he  writes  the  word  "Xo"  he  shall  not  be  permitted  to  vote.  Persons  writing 
the  word  "Yes"  may  be  challenged  pursuant  to  this  article. 

Tally  List 

22748.     The  heading  of  the  tally  list  shall  read  "An  official  tally  list  of 

airport  district  for  the  airport  district  bond   election   held   on   the day 

of 19 ."  It  shall  be  arranged  so  that  the  propositions  to  be  voted  on 

at  the  election  may  be  set  forth.  It  shall  be  vertically  ruled  to  provide  for  the  count- 
ing of  votes  under  a  tally  system.  The  heading  of  the  final  column  shall  read  "Total 
votes  cast  for  the  bonds"  and  "Total  votes  cast  against  the  bonds."  A  space  shall 
be  provided  at  the  bottom  of  the  page  for  the  signatures  of  the  election  officers.  Over 
these  signatures  shall  be  printed  the  words  "We  hereby  certify  that  this  is  a  correct 

report  of  the  election  held  in airport  district  in  the  county  of 

on  the  day  of 19 " 

Vote  Canvass 

22740.  The  election  officers  shall  publicly  canvass  the  votes  immediately  after 
closing  the  polls.  They  shall  fill  out  the  tally  sheet  and  certify  the  correctness  of 
the  canvass.  They  shall  make,  sign,  and  deliver  a  certificate  of  the  result  of  the 
election  and  transmit  it  to  the  clerk  of  the  board  of  supervisors. 

Transmission  and  Canvass  of  Returns 

227^)0.  The  election  officers  shall  transmit  the  returns  of  the  election  to  the 
board  of  directors.  The  board  shall  meet  and  canvass  the  returns  on  the  seventh  day 
after  the  election  at  2  p.m. 

Article  3.     Bond  Issuance 
(Article  3  added  by  Stats.  1953,  Ch.  1-51,  as  part  of  codification) 

Certification  to  Board  of  Supervisors 

22770.  If  two-thirds  of  the  votes  cast  at  the  election  were  for  the  issuance  of 
bonds,  the  board  shall  enter  that  fact  in  its  minutes.  The  board  shall  certify  all  of 
the  board  proceedings  to  the  board  of  supervisors. 

Bond  Issuance 

22777.  The  board  of  supervisors  shall  issue  the  district  bonds  in  the  number 
and  amount  .specified  in  the  bond  proceedings.  The  board  of  supervisors  shall  provide 
that  the  bonds  are  payable  out  of  the  interest  and  sinking  fund  of  the  district, 
naming  the  fund,  and  that  the  money  for  redemption  of  the  bonds  and  payment  of 
the  interest  shall  be  raised  by  taxation  upon  the  taxable  property   in   the  district. 

Order 

2277S.     By  an  order  entered  in  its  minutes,  the  board  of  supervisors  shall : 

(a)  Prescribe  the  form  of  the  bonds  and  of  the  interest  coupons. 

(b)  The  manner  in  which  the  bonds  shall  be  executed. 

(c)  Fix  the  time  when  all  or  any  i)nrt  of  the  principal  of  the  bonds  is  payable. 

Limitations 

22779.  The  total  amount  of  bonds  issued  shall  not  exceed  1.5  percent  of  the 
taxai)le  jiroperty  of  the  district  as  shown  by  the  last  equalized  assessment  books  of 
the  affected  counties. 

Term 

22750.  The  term   nf  the  bunds  shall   not  exceed  40  years. 
Payment 

22751.  The  bonds  shall  be  payable  in  lawful  money  of  the  United  States  as  to 
principal  and  interest. 
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Place  of  Payment 

22782.  The  board  of  supervisors  may  make  the  principal  and  interest  of  the 
boiids  payable  at  the  office  of  tlie  treasurer  of  the  i)riiu'ipa]  county,  at  such  other 
place  within  the  United  States  as  the  board  may  designate,  or  at  the  county  treas- 
urer's office  or  such  other  designated  place  at  the  option  of  the  bondholders.  The 
place  of  payment  shall  be  specified  in  the  bonds.  The  expense  of  paying  the  principal 
and  interest  other  than  at  the  office  of  the  county  is  a  charge  against  the  district 
funds,  to  be  paid  out  of  the  tax  for  the  payment  of  the  bonds. 

Sale  of  Bonds: 

22783.  The  bonds  shall  be  sold  at  the  times  and  in  the  amounts  prescribed  by  the 
board  of  supervisors,  but  for  not  less  than  par. 

Bids 

22784.  Before  selling  all  or  any  part  of  the  bonds,  the  board  of  supervisors 
shall  advertise  for  bids  pursuant  to  Section  G066  of  the  Government  Code  in  a 
newspaper  of  general  circulation  published  in  the  principal  county,  or  if  no  such 
newspaper  is  published  in  the  county,  in  some  newspaper  published  in  another 
county. 

(Amended  by  Stats.  1957,  Ch.  357.) 

22785.  If  satisfactory  bids  are  received  the  bonds  offered  for  sale  shall  be 
awarded  to  the  highest  bidder.  If  no  bids  are  received  or  the  board  of  supervisors 
determines  that  the  bids  received  are  not  satisfactoi'y  as  to  price  or  responsibility 
of  the  bidders,  the  board  of  supervisors  may  reject  all  bids  received  and  either  re- 
advertise  or  sell  the  bonds  at  private  sale. 

Proceeds 

2278G.  The  proceeds  of  the  sale  of  the  bonds  shall  be  deposited  in  the  treasury 
of  the  principal  county  to  the  credit  of  the  improvement  fund  of  the  district,  and 
may  be  withdrawn  for  the  purposes  for  which  the  bonds  were  voted  as  other  district 
money  is  withdrawn. 

Article  4.     Cancellation  of  Unsold  Bonds 
(Article  4  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Petition  to  Cancel  Unsold  Bonds 

22811.  If  any  lionds  remain  unsold  for  six  months  after  having  been  offered  for 
sale,  the  board  of  directors  of  the  district  for  which  the  bonds  were  issued  or  of  a 
district  containing  any  territory  which  at  the  time  of  the  bond  election  was  em- 
braced within  the  district  for  which  the  bonds  were  issued,  may  petition  the  board 
of  supervisors  to  cause  the  unsold  bonds  to  be  withdrawn  from  the  market  and 
canceled. 

Hearing 

22812.  Upon  receiving  a  petition  signed  by  a  majority  of  the  members  of  the 
board  of  directors,  the  board  of  supervisors  shall  fix  a  time  for  hearing  the  petition. 
The  hearing  shall  be  held  not  more  than  30  days  after  receipt  of  the  petition. 

Publication  of  Notice 

22813.  The  board  of  supervisors  shall  publish  a  notice  stating  the  time  and 
place  of  the  hearing  and  the  object  of  the  petition  in  general  terms,  pursuant  to 
Section  6062  of  the  Government  Code  in  a  newspaper  published  in  the  district  or, 
if  there  is  no  such  newspaper,  in  a  newspaper  published  at  the  county  seat  of  an 
affected  county. 

(Amended  by   Stats.   1957,  Ch.  357.) 

Cancellation 

22814.  At  the  time  and  place  designated  in  the  notice,  or  at  any  subsequent  time 
to  which  the  hearing  is  liostponed,  the  board  of  supervisors  shall  hear  any  reason 
that  may  be  submitted  for  or  against  the  granting  of  the  petition.  If  the  board  of 
supervisors  deems  it  for  the  best  interest  of  the  district  named  in  the  petition  that 
the  unsold  bonds  be  canceled,  it  shall  make  and  enter  an  order  in  its  minutes  that 
the  unsold  bonds  are  canceled.  Thereafter  the  bonds  and  the  vote  by  which  they  were 
authorized  to  be  issued  have  no  validity  whatever. 
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CuAPTER  G.     Taxation 
(Chapter  G  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

"Board  of  Supervisors" 

22901.  As  used  in  this  chapter,  "l)oard  of  supervisors"  means  the  board  of 
supervisors  of  the  principal  county. 

Estimate  of  Money  Required  to  Pay  Indebtedness 

22!X)2.  If  the  revenues  of  the  district  are  inadequate  to  pay  the  interest  or 
l)rincipal  of  the  bonded  indebtedness  of  the  district  as  it  l)ecoines  due,  or  to  pay 
any  other  expenses  of  or  claims  against  the  district,  the  board  of  directors  shall 
transmit  to  the  board  of  supervisors  and  the  county  auditor  a  written  estimate  of 
the  minimum  amount  of  money  required  for  the  payment  of  the  principal  and 
interest  of  the  lionded  indebtedness  as  it  becomes  due,  and  of  the  minimum  amount 
of  money  required  by  the  district  for  any  other  purpose. 

22903.  The  Ijoanl  shall  tran.smit  the  estimates  to  the  board  of  supervisors  and 
the  county  auditor  at  least  15  days  before  the  first  day  of  the  month  in  which 
the  Imard  of  supervisors  is  required  to  levy  taxes  for  county  purposes. 

Levying  of  Tax 

22!)()4.  Annually,  after  receiviug  the  estimates,  the  board  of  supervisors  shall 
levy  a  tax   suflicient  for  the  payment  of  the  principal  and   interest  on   the   bonded 

indel)te(lness.  designated  as  the  " airport  bond  tax,"  and  a  tax  suflicient 

for  the  payment  of  all  other  expenses  of,  and  claims  against,  the  district,  designated 
as  the  " airport  district  tax." 

Tlie  I)ond  tax  shall  be  levied  annually  until  (he  iiondcd  indebtedness  is  fully  paid. 
The  district  tax  shall  be  levied  annually  until  all  other  expenses  of  and  claims 
against  the  district  are  fully  paid. 

Sufficiency  of  Tax 

22905.  The  bond  tax  shall  be  sufficient  to  pay  the  interest  on  the  l)onds  for 
the  year  and  (he  portion  of  the  principal  becoming  due  during  the  year.  The  bond 
tax  shall  also  be  sufficient  to  raise  annually  for  the  first  half  of  the  t<'rm  of  the 
bonds  a  sum  suflicient  to  pay  the  interest  for  that  period,  and,  during  the  balance 
of  the  term,  sufficient  to  pay  the  annual  interest  and  to  i>ay  annually  a  proportion 
of  the  ])rincipal  e(iual  to  the  amount  produced  by  dividing  the  total  amount  of 
outstanding  bunds  by  the  number  of  years  the  bonds  then  have  to  run. 

Tax  Proceeds 

22900.  The  proceeds  of  the  bond  tax  shall  be  paid  into  the  treasury  of  the  prin- 
cipal county  to  the  credit  of  the  district  interest  and  sinking  fund  and  shall  be  used 
only  for  tlie  payment  of  the  principal  and  interest  on  the  bonds.  The  treasurer  of 
the  princi|>al  county  shall  pay  the  principal  and  interest  on  the  bonds  upon  the 
warrant  of  tiie  auditor  of  the  principal  county  out  of  this  fund.  The  county  auditor 
shall  cancel  and  retain  the  bonds  and  coupons  when  he  draws  his  warrants  on  the 
treasurer  in  favor  of  the  owners. 

Limitation 

22907.  The  rate  of  the  district  tax  levied  in  any  one  year  shall  not  exceed 
twenty  cents  ($0.20)  on  each  one  hundred  dollars  (.$100)  of  assessed  valuation 
of  the  real  and  personal  property  in  tiie  district,  exclusive  of  tlu'  bond  tax. 

Collection,  etc.,  of  Tax 

2290.S.  The  bond  and  district  taxes  shall  be  levied  uu  nil  the  taxable  property 
in  the  distri<-t.  They  shall  be  levied  by  the  board  of  suiiervisors  and  collected  by 
the  tax  collector  of  the  i)rincipal  county  at  tlie  time  and  in  the  manner  and  form 
as  county  taxes  are  levied  and  collected.  Tlie  proceeds  of  the  taxes  sliall  be  paid 
to  the  district.  The  taxes  become  delinquent  at  the  same  time  as  county  taxes  and 
bear  the  same  penalties  for  delinquency.  The  taxes  are  a  lien  on  all  taxable  prop- 
erty in  the  (listrict,  liave  the  same  force  and  effect  as  liens  for  county  taxes,  and 
their  collection  shall  be  enforced  by  the  same  means  as  liens  for  countv  taxes. 
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CiiAPTKR  7.     Effect  of  Ar/rF,KATioNS  of  District  IIoundaries 
(Clmptor  7  added  by  Stats.  lOHo,  Cli.  IHI,  as  part  of  codifioatlon) 

Effect  of  Alterations  of  District  Boundaries: 

220,11.  When  districts  are  created  or  abolished  or  thtur  boundaries  chanj^ed, 
the  liability  to  taxation  for  the  outstanding'  bonded  indebtedness  shall  be  as  pre- 
scribed by  this  cJiniiter.  The  authority  whose  duty  it  is  to  levy  taxes  for  the  pay- 
ment of  the  bonded  indebtedness  shall  levy  the  taxes  upon  the  districts  affected  in 
the  proportion  prescribed  by  this  chapter. 

Merger,  etc. 

22r)r(2.  When  a  district  is  united  or  in  any  manner  merged  with  other  districts 
to  form  a  single  district,  the  district  so  formed  is  liable  for  all  the  outstanding 
bonded  indebtedness  of  the  districts  united  or  merged. 

Annexation 

221)r)o.  When  territoi-y  is  taken  from  one  district  and  annexed  to  another,  the 
territory  annexed  is  liable  to  taxation  for  the  bonded  indebtedness  of  the  district 
to  which  it  is  annexed.  The  board  of  supervisors  of  the  county  in  which  the  terri- 
tory is  situated,  by  order  entered  on  its  minutes  within  GO  days  after  the  change, 
shall  determine  what  proportion  of  the  outstanding  bonded  indebtedness  of  the  dis- 
trict from  which  the  territory  was  taken  was  incurred  for  the  acquisition  or  im- 
provement of  the  real  property  or  buildings,  equipment,  fixtures,  or  improvements 
situated  in  the  territory  so  transferred.  The  district  to  which  the  territory  is  an- 
nexed is  liable  for  that  proportion  of  the  indebtedness. 

Liability  of  New  District 

220.~)4.  When  a  new  district  is  formed  from  a  portion  of  the  territory  of  existing 
districts,  the  board  of  supervisors  of  the  principal  county  of  the  new  district,  by 
order  entered  on  its  minutes  within  60  days  after  the  formation  of  the  new  district, 
shall  determine  what  proportion  of  the  outstanding  bonded  indebtedness  of  the  dis- 
tricts from  which  the  new  district  is  formed  was  incurred  for  the  acquisition  or 
improvement  of  real  property,  buildings,  equipment,  or  fixtui-es  situated  in  the  new 
district.  The  new  district  is  liable  for  that  proportion  of  the  indebtedness. 

Chapter  8.     Dissolution 
(Chapter  8  added  by  Stats.  1953,  Ch.  151,  as  part  of  codification) 

Dissolution:  Method 

22975.  The  district  may  be  dissolved  at  any  time  upon  the  vote  of  two-thirds 
of  the  qualified  electors  of  the  district  at  an  election  called  by  the  board  upon  the 
question  of  dissolution. 

22976.  The  election  shall  be  called  and  conducted  in  the  same  manner  as  district 
elections  other  than  bond  elections. 

Effect 

22977.  Upon  the  dissolution,  of  the  district,  the  property  of  the  district  lying 
within  a  city  shall  vest  in  the  city  and  the  property  of  the  district  lying  within  the 
unincorporated  area  of  a  county  shall  vest  in  the  board  of  supervisors  of  that  county. 

Effect  on  Bonded  Indebtedness 

22978.  If  the  district  has  any  outstanding  bonded  indebtedness  at  the  time  of 
the  election  for  dissolution,  the  vote  to  dissolve  the  district  shall  dissolve  it  for  all 
purposes  except  for  the  levying  and  collection  of  taxes  for  the  payment  of  the 
indebtedness,  the  payment  of  the  expenses  of  assessing,  levying,  and  collecting  the 
taxes,  and  the  expenses  of  maintaining  the  property  of  the  district  in  good  order 
and  repair. 

Continuation  of  Functions 

22979.  ITntil  the  bonded  indebtedness  and  the  interest  is  fully  paid  the  legisla- 
tive authority  of  the  city  when  the  property  of  the  district  lies  wholly  within  the 
city,  and  in  all  other  cases  the  board  of  supervisors  of  the  principal  county  is  ex 
officio  the  board  of  directors  of  the  district.  The  board  or  legislative  authority  shall 
levy  the  taxes  and  perform  such  other  acts  as  are  necessary  to  raise  money  for  the 
payment  of  the  indebtedness  and  the  interest,  and  for  the  purpose  of  maintaining 


86 


FINAL   REPORT 


the  innpcity  of  the  district  in  S'micI  order  and  repair.  The  board  or  le<;is]ative 
authority  shall  fulfill  and  compel  fulfilhnent  of  all  contracts  made  by  the  district 
and  shall  iiiaiulain  and  protect  all  rii,dils  acquired  by  the  district. 


2.   District    Investigation    Law    of    1933    (Chapter    2,    commencing    at    Section 
58500,  Division  1,  Title  6,  Government  Code) 
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Chapter  2.     The  District  Invkstigation  Law  of  1933 
(Chapter  2  added  I)y  Stats.  1951,  Ch.  331,  as  part  ..f  loditioation) 

Article  1.     General 

Short  Title 

nS.jOO.     This  chapter  may  bo  cited  as  the  District  Investigation  Law  of  1933. 

Application 

58501.  This  chapter  applies  to  all  districts  formed  undfM'  any  of  the  folU)\viMf^ 
laws : 

Type  of  district  Citation 

Fire   protection Health  and  Safety  Code,  Chapter  1,  Part  3,  Division  12 

Sanitary Chapter  IGl  of  the  Statntes  of  1891 

Pnblic  museum Government  Code,  Article  6,  Chapter  5,  l*art  2,  Division  3, 

Title  4 

Highway  lighting- Streets  and  Highways  Code,  Part  4,  Division  14 

Library Education  Code,  Chapter  4,  Division  11 

Boulevard Streets  and  Highways  Code,  Part  2,  Division  16 

Mosquito  abatement Health  and  Safety  Code,  Chapter  5,  Division  3 

Local  health Health  and  Safety  Code,  Chapter  6,  Part  2,  Division  1 

Sanitary Chapter  480  of  the  Statutes  of  1919 

Cemetery Health  and  Safety  Code,  Part  4,  Division  8 

Garbage  disposal Health  and  Safety  Code,  Chapter  1,  Part  2,  Division  5 

Police   protection Health  and  Safety  Code,  Chapter  1,  Part  1,  Division  14 

Public  service Labor  Code,  Chapter  3,  Part  8,  Division  2 

Airport   Chapter  847  of  the  Statutes  of  1929 

Transportation    Chapter  880  of  the  Statutes  of  1929 

County  fire  protection Health  and  Safety  Code,  Chapter  3,  Part  3,  Division  12 

Memorial    Military  and  Veterans  Code,  Chapter  1,  Division  6 

Recreation    Public  Resources  Code,  Article  2,  Chapter  3,  Division  5 

Resort Public  Resources  Code,  Division  10 

Union  high  school 

library Education  Code,  Chapter  6,  Division  11 

(Amended  by  Stats.  First  Ex.  Sess.,  1958,  Ch.  52) 

Exemptions 

58502.  This  chapter  does  not  apply  to  any  district  organized  under  Part  1  of 
Division  6  of  the  Health  and  Safety  Code,  during  the  period  from  January  1,  1937, 
to  July  31,  1937. 

Definitions 

58503.  As  used  in  this  chapter,  unless  the  context  otherwise  requires  : 

(a)  "Supervisory  body"  means  that  body  authorized  by  law  to  organize  a  district. 

(b)  "Project"  includes  the  work,  improvement,  or  acquisition,  or  any  combina- 
tion thereof,  proposed  to  be  undertaken  by  a  district. 

(c)  "Assessment  roll"  means  the  last  equalized  assessment  roll  of  the  county 
available  on  the  date  the  report  is  commenced. 

(d)  "True  value"  of  land  shall  be  determined  by  multiplying  the  assessed  value  as 
shown  on  the  assessment  roll  by  two. 

(e)  "Clerk"  means  the  clerk  of  the  supervisory  body. 

Extension  of  Time 

58504.  When  any  law  authorizing  the  formation  of  any  district  to  which  this 
chapter  applies  provides  that  the  supervisory  body  shall  take  final  action  in  the 
formation  of  the  district  within  a  limited  time,  the  time  stated  in  the  law  is  ex- 
tended to  30  days  after  the  final  hearing  upon  the  report  required  by  Article  3. 
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Article  2.     P.ond  of  Proponents 
Requirement,  Amount 

58530.  When  a  petition  is  required  to  initiiite  district  (.rf;:nii/.:il  iun  proceedings. 
the  petition  shall  he  accompanied  hy  a  hond  approved,  and  in  an  amount  fixed,  by 
the  supervisory  body  at  double  the  probable  cost  of  ors,'anizinj,'  the  district. 

Conditions 

5S531.  The  bond  shall  be  conditioned  that  the  sureties  will  p:iy  all  costs  of  the 
proposed  orKunization  if  the  district  is  not  formed. 

Additional  Bond 

5.S.").32.  If  in  its  judgment  the  costs  of  orfjanization  will  exceed  one-half  of  the 
undertaking  first  approved,  the  supervisory  body  may  require  an  additional  bond. 

Article  3.     Report 
"Value  and  Liability  Statement" 

58560.  As  used  in  this  article,  a  "value  and  liability  statement"  means  an  item- 
ized estimated  statement  on  a  particular  matter  covering  the  real  property  in  each 
taxing  or  other  area  designated  by  the  supervisory  body  within  the  proposed  district 
and  the  total  estimated  amount  of  such  matter  within  the  district. 

Requirement 

5S5G1.  Before  final  action  is  taken  in  the  formation  of  a  district  the  supervisory 
body  shall  cause  to  be  prepared  by  a  competent  person  a  written  report  upon  the 
proposed  district.  The  report  shall  be  a  comprehensive  study  of  the  project. 

Information  Included 

585G2.  In  addition  to  matters  required  by  the  supervisory  body,  the  report  shall 
include  the  information  required  in  this  article. 

Map 

581503.     The  report  shall  include  a  map  showing  : 

(a)  The  boundaries  of  the  proposed  district. 

(b)  The  general  nature,  location,  and  extent  of  the  project. 

(c)  The  lands  to  be  assessed  or  taxed  to  pay  any  part  of  the  cost  of  the  project. 

Population  Data 

5S5G4.  The  report  shall  include  all  essential  data  as  to  the  needs  of  present  and 
estimated  future  population,  in  regard  to  the  project. 

Economic  Factors 

585G5.  The  report  shall  include  infornuition  on  the  economic  factors  inxolved  in 
the  project. 

Plans,  etc. 

5S."((i(;.  The  report  shall  include  preliminary  plans  showing  the  nature,  type,  and 
arrangement  of  all  facilities  to  be  constructed.  It  shall  include  geiicial  specifications 
and  itemized  estimates  of  cost  based  upon  such  plans. 

Cost,  etc.,  of  Alternative  Methods 

585G7.  The  report  shall  include  the  total  estimated  itemized  cost  of  any  alterna- 
tive method  rect>nimended  for  obtaining  the  same  general  purpose.  It  shall  show  the 
advantages  and  disadvantages  of  each  of  such  alternatives. 

Value  and  Liability  Statements 

58568.     The  report  shall  include  a  value  and  liability  statement  of  : 

(a)  The  a.sse.ssed  value  of  land  as  shown  on  the  assessment  roll.  If  the  assessed 
value  of  any  parcel  is  not  shown  upon  the  roll  the  assessor  who  made  it  shall  esti- 
mate such  value  and  the  estimate  is  controlling  for  the  purpose  of  the  report. 

(b)  The  as.sessed  value  of  the  improvements  on  the  land,  as  shown  un  the  roll  or 
such  estimate  when  not  shown. 
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Same 

58560.     Tho  roport  shall  incliulo  a  value  and  liability  statement  of: 

(a)  All  unpaid  niatnrod  special  assessments. 

(b)  All  unpaid  matured  special  assessments  and  special  assessment  taxes  to  pay 
any  bonds  and  interest  coupons  previously  issued,  exclusive  of  penalties,  co.sts,  or 
interest. 

Same 

nSiiTO.  The  report  shall  include  a  value  and  liability  statement  on  all  special 
assessments  and  special  assessment  taxes,  not  yet  due  and  payable,  which  will  be 
levied  to  pay  any  bonds  and  interest  coupons  already  issued.  If  such  amounts  consti- 
tute specific  liens,  they  shall  be  tabulated  from  the  records  showing  them.  Otherwise. 
the  amounts  shall  be  apportioned  pursuant  to  the  law  authorizing  their  levy. 

Same 

58571.  The  report  shall  include  a  value  and  liability  statement  on  the  estimated 
cost  of  all  projects  already  initiated  or  completed,  for  which  special  asse.'jsments  or 
special  assessment  taxes  will  be  levicnl.  If  there  is  a  record  of  the  estimated  cost  of 
sxich  projects,  that  amount  shall  be  used  ;  if  there  is  none,  the  cost  shall  be  esti- 
mated by  the  person  making  the  report. 

Same 

58572.  The  report  shall  include  a  value  and  lialiility  statement  of  all  taxes  to 
be  levied  to  pay  all  outstandinsj  unmatured  general  oltligation  bonds  and  interest 
coupons  for  which  no  levy  has  yet  been  made.  The  statement  shall  contain  a  tabu- 
lated estimate  of  .such  liability,  designating  : 

(a)  Each  particular  bond  issue. 

(b)  The  corporate  entity  issuing  it. 

(c)  The  total  outstanding  unmatured  amount  of  the  bonds. 

(d)  An  estimate  of  the  amount  to  be  levied  for  unmatured  interest  coupons  for 
which  no  levy  has  been  made. 

(e)  The  portion  of  the  total  for  which  any  of  the  properties  in  the  district  are 
liable. 

Same 

58573.  The  report  shall  include  a  value  and  liability  statement  of  all  other  un- 
paid tax  liens  not  otherwise  provided  for  in  the  value  and  liability  statements,  ex- 
clusive of  penalties,  costs,  and  interest,  which  have  already  been  levied,  including 
levies  to  pay  any  outstanding  matured  or  unmatured  general  obligation  bonds  or 
interest  coupons. 

Same 

58574.  The  report  shall  include  a  value  and  liability  statement  of  the  estimated 
cost  of  the  project.  The  statement  shall  contain  an  itemized  estimate  of  the  cost 
and  a  brief  explanation  of  its  apportionment  in  the  statement  between  the  parcels 
of  property  within  the  proposed  district. 

Summary  of  Facts 

58575.  The  report  shall  include  a  brief  summary  of  the  essential  facts  of  the 
report  in  a  concise  and  understandable  form. 

Prompt  Completion 

58576.  The  report  shall  be  completed  as  soon  as  practicable,  with  due  regard 
to  accuracy  and  completeness. 

Filing 

58577.  AVhen  completed  the  report  shall  be  filed  with  the  supervisory  body  and 
shall  remain  on  i51e  at  the  clerk's  office  for  the  inspection  of  all  persons  interested. 

Article  4.     Hearing 
Time  and  Place 

58610.  Upon  filing  of  the  report,  the  supervisory  body  shall  fix  the  time  and 
place  for  the  hearing  on  the  i-eport  and  shall  order  the  clerk  to  give  notice  of  the 
hearing. 
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Notice 
58611.     The  notice  of  tlie  hearing  shall : 
(a)    State  tlio  name  and  nature  of  the  district, 
(h)    State  the  title  of  the  law  under  which  the  di.strict  is  being  formed. 

(c)  State  the  filing  of  the  report  on  the  advisability  of  forming  the  district. 

(d)  State  tliat   the  report  may  l)e  inspected   at   thf   clerk's  office. 

(e)  Designate  the  district  boundaries. 

(f)  State  the  time  and  place  for  the  hearing. 

(g)  State  tliat  at  the  hearing  protests  will  be  considered  by  the  supervisory  body, 
(h)    Set    ont    the  summary   of  the   report. 

Same 

r>,S(;i2.  In  mailed  notices,  the  notice  of  hearing  shall  state  that  land  in  which 
the  addressee  is  interested  within  the  proposed  district  may  be  assessed  or  taxed 
for  (lie  piojrct    if  the  district  is  formed. 

Same:  Publication 

"hSGKi.  The  clerk  shall  give  notice  of  the  hearing  by  a  publication  twice  in  a 
newspaper  of  general  circulation  published  in  each  county  in  which  any  land  within 
the  propo-sed  district  is  situated. 

Same:   By  Mail 

.">Hil4.     The  clerk  shall  also  give  notice  by  lirst-class  mail,  postage  prepaid,   to  : 
( a  )    Each  person  to  whom  land  in  the  proposed  district  is  assessed  in  the  assess- 
ment roll  at  the  address  shown  on  the  roll  or  as  known  to  the  clerk. 

(h)  Any  person  who  has  filed  with  the  clerk  his  name  and  address  and  a  desig- 
nation of  the  lands  in  which  he  has  a  legal  or  equitable  interest. 

Same:  Time 

r».stjir>.  I'ublication  of  notice  shall  be  complete,  and  notices  shall  lie  mailed,  at 
least  20  days  prior   to   the  date  set  for  the  hearing. 

Appearances 

."iSliK).  At  the  hearing  any  person  who  owns  or  has  an  interest  in  proi)erty  wliicli 
may  be  liable  to  assessment  or  taxation  for  the  project  or  for  the  payment  of  ex- 
penses or  obligations  of  the  district,  if  organized,  may  make  oral  or  written  protests. 

Protests 

.">N(jl7.  Any  protest  to  the  regularity  or  sufficiency  of  the  proceedings  shall  be 
written  and  shall  clearly  state  the  defect  objected  to. 

Same:   Filing 

."•Sdl.S.  All  written  protests  shall  be  filed  with  the  clerk  at  or  before  the  time 
fixed  for  the  hearing. 

.")Sr>10.     The  hearing  may  be  continued  from  time  to  time,  not  exceeding  00  days. 

Request  for  inclusion 

r>K(!20.  At  or  l)efore  the  hearing  any  person  who  owns  or  has  an  interest  in  land 
in  the  proposed  district  may  present  to  the  supervisory  body  a  written  request  for 
exclusion  of  all  or  part  of  such  land  and  any  person  owning  or  having  an  interest 
in  land  outside  the  projiosed  district  may  present  a  written  request  for  inclusion  of 
such   lanil   in   the  i)roposed  district. 

Proceedings 

."iSCilil.  If  the  proceedings  are  not  terminated  pursuant  to  this  chapter,  the 
supervisory  body  may  proceed  pursuant  to  the  law  under  which  the  district  is  to  be 
organized. 

Article  r>.     Tax  and  Assessment  Limitations 

Excessive  Assessments,  etc. 

."(SC.'iM.  If  the  report  shows  that  the  amount  to  be  assessed  or  levied  for  the  cost 
of  the  project  will  exceed  the  limits  |)rescrilieil  by  Section  r),St;r»l,  the  proceedings 
shall  termin;ile  or  the  amount  shall  be  reduced  to  within  the  limits. 
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Limitation 

580.")].  The  total  amount  of  assessments  and  taxes,  estimated  under  Sections 
r)857()  to  r)Sr)74,  inelusive,  upon  all  the  real  property  within  the  district  sliall  not 
exceed  one-third  of  its  true  value. 

If  the  s<'parate  or  af,'!;regate  assessed  value  of  any  parcel  or  group  of  parcels  in 
the  district  exceeds  5  percent  of  the  total  assessed  value  of  all  real  property  in  the 
district,  the  total  amount  of  assessments  and  taxes,  estimated  under  such  sections, 
upon  such  parcel  or  group  of  parcels  shall  not  exceed  one-third  of  its  true  value. 

Ability  to  Pay 

r>8(5r»2.  After  the  report  has  been  filed  and  considered,  if  the  supervisory  body 
finds  that  the  project  is  feasible  and  that  the  properties  to  be  assessed  will  be  able 
to  carry  the  proposed  assessment  or  tax,  the  limitations  prescrihed  by  Section 
58Cr)l  may  be  exceeded. 

Finding 

r>,stjr)o.  Such  finding  shall  be  by  four-fifths  vote  of  all  members  of  the  super- 
visory  body  entered  on  its  minutes. 

Same:  Conclusive 

58654.  A  finding  that  the  limitation  may  be  exceeded  is  conclusive  upon  all 
persons  in  the  absence  of  actual  frauil. 

Project  Cost  Excessive 

58055.  If  the  actual  cost  of  the  project  exceeds  the  total  cost  estimated  in  the 
report  by  more  than  10  percent  of  such  estimated  cost,  no  part  of  the  excess  over 
10  percent  shall  be  assessed  or  taxed  upon  property  within  the  district,  unless  the 
supervisory   body  makes  the  finding  provided  in   Section  58652. 

Article  6.     Proceedings  Without  Mailed  Notice  and  Value  and  Liability   St.-stement 

Requirements  for  Exemption 

58680.  The  requirements  of  this  chapter  for  the  mailing  of  the  notice  of  hearing, 
and  for  the  inclusion  in  the  report  of  value  and  liability  statements  provided  for  in 
Article  3,  do  not  apply  to  proceedings  for  the  formation  of  any  district  if  before 
adopting  the  resolution  or  ordinance  of  intention  to  make  such  improvement,  the 
supervisory   body   finds   that : 

(a)  In  its  opinion  the  probable  assessments  for  the  contemplated  acquisition  and 
improvement  or  both  will  not  exceed  the  limitations  prescribed  in  this  chapter. 

(b)  The  project  is  feasible. 

(c)  The  property  to  be  assessed  will  be  able  to  carry  such  assessments. 

(d)  The  assessment  limitations  may  be  dispensed  with. 

Findings 

58681.  Such  findings  shall  be  by  resolution  adopted  by  four-fifths  of  the  members 
of  the  super \isory   body. 

Same:  Conclusive 

58682.  Such  findings  are  conclusive  upon  all  persons  in  the  absence  of  actual 
fraud. 

Protest  Provisions 

58683.  The  majority  protest  provisions  of  this  chapter  apply  to  the  procedure 
for  formation  authorized  by  the  article. 

Article    7.     Termination    by    Majority    Protest    and    Abandonment 

Termination  of  Proceedings 

58700.  If,  before  the  determination  for  formation,  written  protests  against 
formation  are  filed  with  the  clerk  by  owners  of  a  majority  of  the  property  subject 
to  assessment  for  district  purposes,  computed  according  to  its  assessed  value  on 
the  assessment  roll,  and  such  protests  have  not  been  withdrawn  so  as  to  reduce 
the  protests  to  less  than  a  majority,  the  proceedings  shall  terminate.  At  any  time 
prior  to  the   time  set  for  the  hearing  of  the  protests  or  any  continuances  thereof. 
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any  protests  may  be  withdrawn  by  tlio  owner  making  it  by  filing  a   written  notice 
of  withdrawal  with  the  clerk  of  the  supervising  authority. 
(Amended   Stats.  1051,  Ch.  189.) 

Resolution  of  Abandonment 

5S701.  By  resolution  the  suiiervisory  body  may  abandon  the  proceedings  at  any 
time  prior  to  the  formation  of  the  district. 

Same:  Publication 

.">N7<tl'.  Xiitice  (if  the  intention  to  adopt  a  resolution  of  abanduunient  shall  be 
published  once  a  week  for  at  least  two  weeks  in  a  newspaper  of  general  circulation 
published  and  circulated  in  the  county. 

Same:  Effect 

."iSTO."').  The  supervisory  body  shall  not  consider  any  proceedings  for  the  forma- 
tion of  the  same  district  for  the  same  project  until  after  one  year  from  the  date 
of  any  order  of  termination. 

Article    8.     Protests    and    Actions    Concerning    Validity    of    Proceedings 

Protests 

r»S7.'->0.  All  jirotests  to  the  validity  of  proceedings  had  under  this  chapter,  and 
not  otherwise  jirovided  for,  shall  be  made  in  writing  and  filed  in  the  manner  and 
not  later  than  the  time  at  which  protests  to  the  hearing  may  be  filed,  and  if  not  so 
made  are  waived  and  may  not  thereafter  be  raised  in  any  proceeding. 

Resolution  Conclusive 

.■">s7:n.  The  a(loi)tion  of  a  resolution  finally  ordering  the  formation  of  a  district 
is  conclusive  evidence  that  tlie  prior  proceedings  under  this  chapter  are  valid  and 
sufficient. 

Limitation  on  Actions 

nS7.32.  The  validity  of  any  proceedings  taken  under  this  chapter  may  be  ques- 
tioned only  in  an  action  or  proceeding  commenced  within  .30  days  after  the  adop- 
tion of  the  resolution  or  ordinance  finally  acting  on  the  report. 
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Monterey  Peninsula  Airport  District  Act 

.\ii  act  rieatinfl  n  putilic  airport  <ti.ttrict  denignntcil  "Monterey  Penin.'^ula  Airport 
ni.<itrict" :  defininft  itx  houndurivx ;  proriding  for  its  organizntion.  fjorernment 
and  mainienancr:  prexirihinq  its  poirers,  duties,  and  linhilities:  proriding  for 
the  alteration  of  its  boundaries,  and  the  dissolution  of  said  district. 
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In  Effect  Immediately 

[Approved  hv  Governor  ISIarch  22,  1941.  Filed  Mith  Secretary  of  State 
March  22,  1941.] 

The  people  of  the  State  of  California  do  enact  as  follows: 

Monterey  Peninsula  Airport  District: 

Si'X'TioN  1.  Monterey  I'eninsula  Airport  District  Created.  A  public  airport 
district  is  hereby  created,  designated  "iNIonterey  I'eninsula  Airport  District,"  and 
the  territory  and  boundaries  of  said  district  shall  be  all  of  the  certain  territory 
in  the  County  of  Monterey,  State  of  California,  situate,  lying  and  being,  within 
the  boundaries  particularly  described  as  follows,  to  wit : 

Boundaries 

Beginning  at  the  mouth  of  the  Carmelo  River  at  the  shore  line  of  the  Pacific 
Ocean  ;  thence  easterly  up  the  Carmelo  River  to  the  southeast  corner  of  Lot  1  of 
the  Raucho  Canada  de  la  Segunda ;  thence  north  along  the  east  line  of  Lot  1  of 
said  rancho  to  the  northeast  corner  of  said  Lot  1  on  the  north  line  of  said  rancho  ; 
thence  east  following  the  north  line  of  Rancho  Canada  de  la  Segunda  and  the 
north  boundary  line  of  the  James  jNIeadow  Tract  to  the  northeast  corner  of  the 
James  JNIeadow  Tract ;  thence  northeasterly  to  the  most  easterly  corner  of  Tract 
No.  2  of  the  City  Lands  of  Monterey  on  the  south  boundary  of  Laguna  Seca 
Rancho ;  thence  following  the  boundary  of  Laguna  Seca  Rancho  southeasterly  to 
the  southeast  corner  thereof ;  thence  north  following  the  east  boundary  to  the  north- 
east corner  of  said  Laguna  Seca  Rancho  ;  thence  leaving  the  boundary  of  said  ranch 
northwesterly  along  a  direct  line  connecting  the  northeast  corner  of  the  Laguna 
Seca  Rancho  with  the  northeast  corner  of  the  Noche  Buena  Rancho,  to  its  inter- 
section with  the  produced  division  line  of  Lots  9  and  1  of  the  said  Noche  Buena 
Rancho ;  thence  west  along  the  said  produced  line  and  boundary  of  said  Lots  9 
and  1  to  the  shore  of  Pacific  Ocean ;  thence  southerly  and  westerly  along  said 
shore  line  to  the  place  of  beginning.  Reference  is  hereby  made  for  further  particulars 
to  the  Official  Map  of  Monterey  County,  compiled  by  Lou  G.  Hare,  1898,  on  file 
in  the  office  of  the  county  recorder  of  said  county. 

Purposes  of  Act 

Sec.  2.  Purposes  of  Act.  The  object  of  this  act  is  to  empower  and  enable  said 
district  to  acquire,  own,  lease,  improve,  operate,  and  maintain,  or  cause  to  be 
operated  and  maintained,  a  public  airport  or  airports,  with  the  necessary  lands, 
devices,  appurtenances,  and  approaches,  for  civil  and  military  purposes. 

Powers  of  District 

Sec.  3.  Corporate  Powers.  Said  Monterey  Peninsula  Airport  District  is  hereby 
declared  to  be,  and  established  as,  a  body  corporate  and  politic,  and,  in  addition  to 
other  powers  herein  granted,  shall  have  and  is  hereby  granted  the  following  powers, 
namely  : 

1.  To  have  perpetual  succession. 

2.  To  sue  and  be  sued  in  the  name  of  said  district  in  all  actions  and  proceedings 
in  all  courts  and  tribunals  of  competent  jurisdiction. 

3.  To  adopt  a  seal  and  alter  it  at  pleasure. 

4.  To  take  by  grant,  purchase,  gift,  devise  or  lease,  hold,  use,  enjoy,  and  to  lease 
or  dispose  of,  real  or  personal  property  of  every  kind  within  or  without  the  district 
necessary  to  the  full  exercise  of  its  power. 

5.  To  acquire  or  contract  to  acquire  lauds,  rights  of  way,  easements,  privileges 
and  property  of  every  kind,  and  construct,  maintain  and  operate  any  and  all  works 
or  improvements  within  or  without  the  district  necessary  or  proper  to  carry  out  any 
of  the  objects  or  purposes  of  this  act,  and  to  complete,  extend,  add  to,  repair,  or 
otherwise  improve,  any  works  or  improvements  acquired  by  it  as  herein  authorized. 

6.  To  have  and  exercise  the  right  of  eminent  domain,  and  in  the  manner  pro- 
vided by  law  for  the  condemnation  of  private  property  for  public  use,  to  take  any 
property  necessary  to  carry  out  any  of  the  objects  or  purposes  of  this  act,  whether 
such  property  be  already  devoted  to  the  same  use  by  any  district,  or  other  public 
corporation  or  agency,  or  otherwise,  and  to  condemn  any  existing  works  or  im- 
provements in  said  district  now  used  for  airport  purposes. 
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Borrowing  Powers 

7.     To  incur  indebtedness,  and  (o  issut'  bonds  in  the  manner  herein  provided. 

7a.  Rorrowinf?  Money  From  Federal  Asencies,  Etc.  In  addition  to  the  powers 
Rivf'ii  in  the  ne.xt  preceding  subsection,  to  borrow  money  from  the  United  States  of 
Aineric.'i.  or  any  agency  or  department  thereof,  or  from  any  person,  or  from  any 
corporation  orjianized  under  the  biws  of  this  State,  or  elsewhere,  for  the  acquisition 
of  l:inds  and  improvement  thereof  for  airport  district  purposes  authorized  under  this 
act,  and  to  repay  the  same  in  annual  installments  over  a  i>eriod  of  not  to  exceed 
twenty  (20)  years,  witli  interest  at  a  rat(>  not  to  exceed  five  iiercent  (5%)  per 
.•mnum.  i)ayabie  semiannually  :  and,  witliout  the  necessity  of  an  election,  when  au- 
thorized so  to  do  by  resolution  of  the  l)oard  of  directors  of  said  district,  and  as  evi- 
dences of  such  indel>tedness,  said  district  is  hereby  authorized  to  execute  and  deliver 
a  note,  or  a  series  of  notes  or  bonds,  or  other  evidences  of  indel)tedness,  signed  by  the 
chairman  of  said  board  of  directors,  and  the  secretary  thereof,  which  notes,  bonds  or 
other  evidences  of  indel)tedness,  shall  be  negotiable  instruments  if  so  declared  in  said 
resolution  providing  for  their  issuance,  and  said  notes,  bonds  or  other  evidences  of 
indebtedness  may  have  interest  coupons  attached  to  evidence  interest  payments, 
signed  by  the  facsimile  signature  of  the  chairman  of  said  board.  All  applications  for 
such  loans  shall  specify  the  particular  airport  district  work  or  project  or  projects 
for  which  the  funds  will  be  expended,  and  when  received,  the  money  shall  be  de- 
posited in  a  special  fund,  and  expended  for  those  jjurposes  only  which  are  described 
;ind  referred  to  in  the  application,  or  ai)i)lications.  If  a  surplus  remains  after  the 
completion  of  said  work,  said  surplus  shall  be  applied  to  the  payment  of  the  note, 
notes,  bonds,  or  other  evidences  of  indebtedness  executed,  as  aforesaid,  for  the  loan, 
including  interest  coupons.  The  board  of  supervisors,  on  demand  of  tlie  board  of 
directors  of  the  district,  shall  annually  levy  a  tax  upon  the  taxable  propert.v  therein 
sufficient  to  pay  the  interest  and  installments  of  principal,  as  the  same  shall  become 
due  and  payable,  under  any  loan  made  pursuant  to  the  authority  of  this  section,  and 
to  create  and  nuiintain  a  reserve  fund  to  assure  the  prompt  payment  thereof,  as  may 
be  provided  by  resolution  of  said  board  of  supervisors;  provided,  however,  that  the 
amount  of  taxes  levied  in  any  fiscal  year,  pursuant  to  the  jirovisions  of  this  sub- 
.section.  shall  pro  tantn,  reduce  to  the  extent  of  such  special  taxes  the  authority  of 
said  l)oard  of  directors  to  demand,  and  of  the  board  of  supervisors,  during  any  such 
year,  to  levy  taxes  under  Sections  10  and  23  of  this  act,  but  this  proviso  shall  not 
be  a  limitation  upon  the  power  and  duty  to  levy  and  collect  taxes  under  this  sub- 
section. 

Limitation  on  Amount  Borrowed.  Notwithstanding  anything  in  this  sul)section 
to  the  contrary,  the  total  amount  which  said  district  may  borrow  under  the  authority 
of  any  and  all  the  provisions  of  this  subsection  is  limited  to  and  shall  not  exceed 
in  the  aggregate  two  Iiundred  fifty  thou.sand  dollars    ($2r>0,000) . 

Bonds  as  Legal  Investments 

7b.  Such  Bonds  as  Legal  Investments.  Such  bonds  or  notes,  when  declared 
negotiable  instruments,  as  in  Subsection  7a  hereinabove  provided,  shall  be  legal 
investments  for  all  trust  funds,  and  for  the  funds  of  all  insurance  companies,  banks, 
both  commercial  and  .savings,  trust  companies,  and  for  the  State  Department  of  Fi- 
nance, and  State  school  funds,  and  whenever  any  money  or  funds  may  l)y  law,  now 
in  effect  or  hereafter  enacted,  be  invested  in  bonds  of  cities,  cities  and  counties,  coun- 
ties, or  .school  districts,  in  the  State  of  California,  such  money  or  funds  may  be  in- 
vested in  the  said  negotiable  bonds  or  notes  of  said  Monterey  Penin.sula  Airport  Dis- 
trict :  provided,  however,  no  bank  shall  invest  or  loan  more  than  5  per  centum  of 
its  assets  on  any  one  such  liond  or  note  issue. 

Taxes 

S.  Taxes.  To  cause  taxes  to  be  levied  and  collected  for  the  purpose  of  paying  any 
oliligation  of  the  district  in  the  manner  herein  provided. 

0.  Exercise  of  Powers — Contracts.  To  make  contracts,  and  to  employ  persons 
and  ]ai)or,  and  to  do  all  acts  necessary  for  the  full  exercise  of  all  powers  vested  in 
snifl  district.  <.r  in  .-iny  of  the  officers  thereof,  by  this  act. 

Disposal  of  Property 

10.  DisiKisal  of  Property.  To  lease,  sell  or  dispo.se  of  any  property  (or  any  in- 
terest therein)  ac(juired  in  fee,  or  otherwise,  whenever  in  the  judgment  of  said  board 
of  directors  sai«I  property,  or  any  interest  therein  or  part  tliereof,  is  no  longer  re- 
quired for  the  purposes  of  said  district,  or  may  be  leased  for  any  purpose  without 
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intorferins  with  the  use  of  the  same  foi-  the  purposes  of  said  district,  and  to  pay 
iiny  oomponsation  received  therefor  into  the  j;eneral  fund  of  said  district  and  use 
the  same  for  the  purposes  of  tliis  act. 

11.  Operation  and  Concession  AsrcenuMits.  To  make  contracts  for  (lie  operation, 
or  operation  maintenance,  of  any  airi)ort  of  said  district,  or  for  any  concession 
thereupon   necessary   or   convenient   thereto. 

Police  Powers 

12.  Police  Powers  of  District.  To  adopt  ordinances  and  resolutions  and  make 
regulations  for  the  protection  of  the  public  peace,  h(>alth,  or  safety,  in  or  upon  any 
airport  of  the  ilistrict,  or  in  or  upon  any  approach  thereto,  owned  or  controlled  by 
the  district  and  to  prescribe  penalties  for  the  violation  thereof ;  provided,  that  the 
police  powers  of  said  district,  hereby  granted,  shall  be  limited  strictly  to  the  provi- 
sions of  this  subsection. 

Violation  of  any  such  ordinance,  resolution  or  regulation  shall  constitute  a  mis- 
demeanor. 

l.S.  Ceneral  Powers.  To  possess  and  exercise  all  powers  necessary  or  appropriate 
to  a  public  airport  district  which  are  not  prohibited  by  the  Constitution,  including 
all  powers  granted  by,  or  which  may  be  hereafter  granted  by,  any  general  law  of  the 
State  to  any  public  airport  district  therein,  and  all  powers  incidental  to,  and  neces- 
sary or  convenient  in  connection  with,  the  exercise  of  the  powers  generally  or  spe- 
cifically granted  to  the  district  by  the  provisions  of  this  act. 

Board  of  Directors 

Sec.  4.  Board  of  Directors.  All  powers  granted  to  and  vested  in  the  district 
by  the  provisions  of  this  act  shall,  except  as  herein  otherwise  provided,  be  exercised 
by  the  board  of  directors  of  said  district,  to  be  designated  the  "Board  of  Directors 
of  Monterey  Peninsula  Airport  District."  The  board  of  directors  shall  be  the  gov- 
erning body  of  the  district  and,  subject  to  the  express  limitations  of  this  act,  shall  be 
vested  with  all  powers  necessary  or  convenient  for  a  complete  and  ade(iuate  system 
of  government  for  said  district,  consistent  with  the  Constitution  of  the  State,  includ- 
ing all  powers  now  or  hereafter  granted  by  general  law  to  boards  of  directors  or 
other  governing  bodies  of  airport  districts  in  the  State. 

The  board  of  directors  shall  be  comprised  of  five  members,  and  shall  be  the  legis- 
lative body  of  the  district,  each  of  the  members  of  which  shall  have  the  right  to  vote 
upon  all  questions  coming  before  it. 

The  first  board  of  directors  shall  be  appointed  by  the  board  of  supervisors  at  its 
first  regular  meeting,  or  adjournment  thereof  or  at  a  special  meeting  held  prior 
thereto  called  for  such  purpose,  subsequent  to  the  effective  date  of  this  act,  in  the 
manner  following :  One  of  such  directors  shall  be  appointed  from  each  municipality, 
one  thereof  from  the  unincorporated  territory,  and  one  thereof  at  large,  in  the  dis- 
trict. 

The  members  of  the  board  of  directors  so  selected,  upon  qualification,  shall  meet 
and  organize  at  the  chambers  of  said  board  of  supervisors  in  the  courthouse  at 
Salinas,  California,  at  2  o'clock  p.m.  on  Monday  next  succeeding  the  making  of 
such  appointments  by  the  board  of  supervisors.  Said  board  of  directors  shall  there- 
upon forthwith  elect  one  of  their  number  as  chairman  and  a  qualified  stenographer 
as  secretary  of  said  board  of  directors. 

The  members  of  said  board  of  directors  shall  then  select  by  lot  two  of  their  num- 
ber whose  respective  terms  of  office  shall  terminate  upon  the  election  and  qualifica- 
tion of  their  successors  at  the  first  general  district  election  held  thereafter  at  the 
time  and  in  the  manner  as  prescribed  in  this  act.  The  respective  terms  of  office  of 
the  remaining  three  members  of  said  board  of  directors  shall  end  upon  the  election 
and  qualification  of  their  successors  on  said  board  two  years  subsequent  to  said 
first  general  district  election  at  the  time  and  in  the  manner  hereinafter  prescribed. 

General  District  Elections 

Sec.  5.  General  District  Elections.  A  general  district  election  shall  be  held 
therein  on  the  second  Tuesday  in  April  in  each  even-numbered  year.  At  each  such 
election  members  of  the  board  of  directors  equal  in  number  to  the  mendters  whose 
terms  on  said  board  are  expiring  thereat,  and  upon  the  qualification  of  their  suc- 
cessors, shall  be  elected  for  the  term  of  four  years  each  and  until  each  of  their  suc- 
cessors have  been  elected  and  have  qualified  for  such  oifice.  All  such  elections  shall 
be  noticed,  held,  the  returns  thereof  canvassed  and  the  results  thereof  declared,  pur- 
suant to  the  provisions  of  the  general  laws  and  Elections  Code  of  the  State  of  Cali- 
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fornia  Koveruing  elections  in  cities  of  the  sixth  class,  so  far  as  the  same  may  be 
applicable,  except  as  in  this  act  otherwise  provided.  Sections  9000  to  10057,  inclu- 
sive, of  the  Elections  Code  shall  apply  to  such  district  elections  in  so  far  as  the 
ssime  may  be  relevant  and  appropriate ;  provided,  however,  that  the  powers  and 
duties  vested  by  said  code  provisions  in  the  governing  bodies  and  city  clerks,  respec- 
tively, of  cities  of  the  sixth  class  shall  be  vested  in  the  board  of  directors  and  sec- 
retary thereof  of  said  district. 

Special  District  Elections 

Sko.  OA.  Special  Elections.  All  other  district  elections  that  may  be  held  l)y 
authority  of  this  act  or  general  law  shall  be  known  as  special  district  elections,  and 
shall  be  held  substantially  as  in  this  act  provided  for  general  district  elections; 
provided,  however,  that  special  elections  to  authorize  any  district  public  improvement 
or  acquisition,  or  to  create  a  district  bonded  indebtedness  under  any  general  law  of 
the  State  relative  thereto,  shall  be  held  in  conformity  with  the  provisions  of  such 
general  law  relative  thereto  in  case  such  general  law  provides  for  the  procedure  and 
manner  of  holding  elections  thereunder. 


Propositions 

Sec.  51J.  Propositions.  Any  proposition  to  authorize  the  incurring  of  a  bonded 
indebtedness  pursuant  to  any  general  law  of  the  State,  or  other  proposition  which 
may  lawfully  be  submitted  to  the  voters  of  the  district  for  their  approval  or  rejec- 
tion, may  be  so  submitted  by  the  board  of  directors  at  any  district  general,  or  special 
election  called  for  that  purpose. 

Meetings  of  Directors 

SiX'.  .">('.  Meetings  of  the  Board  of  Directors.  The  board  of  directors  shall 
provide  by  ordinance  or  resolution  for  the  time  and  place  of  holding  its  meetings 
and  the  manner  in  which  its  special  meetings  may  be  called  ;  provided,  however,  that 
there  shall  be  at  least  one  regular  meeting  in  each  month.  Any  regular  meeting  may 
be  adjiiurned  to  a  date  and  hour  certain,  and  such  adjourned  meeting  shall  be  a 
regular  meeting  for  all  purposes.  All  legislative  sessions  of  the  board  of  directors, 
whether  regular  or  special,  shall  be  open  to  the  public. 

Quorum 

Skc.  ~iL>.  Quorum.  A  majority  of  the  board  of  directors  shall  constitute  a 
(juorum  for  the  transaction  of  business,  but  a  less  number  may  adjourn  from  time  to 
time  and  postpone  the  consideration  of,  or  action  upon,  any  business  which  may 
be  pending. 

Conduct  of  Meetings 

Sec.  5E.  Conduct  of  Meetings.  The  board  of  directors  shall  determine  its  own 
rules  of  procedure  and  may  punish  its  members  or  other  persons  present  at  any 
meeting  for  disorderly  conduct. 

Legislation  '-->^-m«^M0J 

Six.  (I.  Lrgislation.  The  board  of  directors  shall  act  in  legislative  matters  by 
ordinance  or  resolution  only.  Other  action  of  the  board  of  directors,  unless  herein 
otherwise  provided,  may  be  taken  by  resolution,  motion,  or  order. 

The  ayes  and  noes  shall  be  taken  upon  the  passage  of  all  ordinances  and  resolu- 
tions and  entered  upon  the  record  of  the  proceedings  of  the  board  of  directors.  Upon 
the  request  of  any  members  of  the  board  of  directors  the  ayes  and  noes  shall  be 
taken  and  recorded  upon  any  vote.  All  members  present  at  any  meeting  must  vote. 

No  ordinance  or  resolution  shall  be  passed  without  receiving  the  alhrmative  votes 
of  at  least  three  members  of  the  board  of  directors. 

Each  ordinance  shall  be  headed  by  a  brief  title  which  shall  indicate  the  purport 
thereof. 

The  ordaining  clause  of  all  ordinances  adopted  I)y  the  board  of  directors  shall  be, 
"Tlie  IJoard  of  Directors  of  Monterey  Peninsula  Airport  District  do  ordain  as  fol- 
lows:". Tin-  ordaining  clause  of  all  ordinances  passed  by  the  vote  of  the  electors  of 
the  district,  tlirc.ugh  the  exercise  of  the  initiative  shall  be,  'The  I'eople  of  the  Mon- 
terey Peninsula  Airport  District  do  ordain  as  follows:". 

No  iirdiiianccs  shall  lie  passed  by  the  board  of  directors  on  the  day  of  its  intro- 
duction, or  within  live  days  thereafter,  or  at  any  time  other  than  at  a  regular 
meeting,  or  until  publication  at  least  once  in  the  oilicial  newspaper  of  the  district  at 
least  three  days  before  its  adoption.  In  case  of  an  ordinance  being  amended  before 
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its  tiii:il  adoiitioii.  sind  aftor  its  puhlioation,  it  shall  in  like  maiuu'r  he  n'piiijlishi'd 
in  full  as  amended  at  least  one  day  l)efore  its  adoption  as  amended;  provided,  liow- 
evei*,  that  where  such  aniendmiMit  is  made  for  the  eorrection  of  clerical  (>rn)rs  or 
omissions  of  form  only,  then  such  ordinances  need  not  he  j;iven  a  first  readiii;^  or  a 
rei)ul)Iication  as  corrected. 

Excei)t  as  otherwi.se  i)rovided  hy  general  law,  or  this  ad.  no  action  providinf; 
for  any  specific  puhlic  improvement,  or  for  the  ai>i)ropri:it  ion  or  expenditure  of 
puhlic  money,  in  any  amount  over  one  thousand  dollars  ($1,()<K)),  or  for  the  ac(piisi- 
tion,  sale,  lease,  inc-umhrancinjr,  or  disiiosition  of,  any  real  property  of  the  <listrict, 
or  any  interest  therein,  or  foi-  the  levying  of  any  tax  or  assessment,  or  for  the 
Srantinji  of  any  franchise,  or  for  the  imposinj;-  of  .any  penalty,  shall  he  taken 
except  hy  ordinance. 

No  onlinaiice  or  portion  thereof,  shall  he  repealed  except  hy  ordinance.  No 
ordinance  .shall  be  revised,  reenaeted  or  amended  hy  reference  to  its  title  only  ;  hut 
the  ordinance  to  be  revised  or  reenaeted,  or  the  section  or  sections  thereof  to  be 
amended,  or  the  new  section  or  sections  to  be  added  thereto,  shall  be  set  forth 
and  adopted  according  to  the  method  provided  in  this  section  for  the  enactment  of 
ordinances,  and  such  revision,  reenactment,  amendment,  or  addition,  shall  be  made 
by  ordinance  only. 

All  ordinances  shall  be  signed  by  the  chairman  of  said  board  and  attested  by  the 
.secretary  thereof. 

All  ordinances  shall  take  effect  and  be  in  force  30  days  from  and  after  their  final 
passage  and  approval ;  provided,  however,  that  any  such  ordinance  determined  and 
declared  by  said  board  of  directors  to  be  urgent  and  necessary  for  the  immediate 
preservation  of  the  public  peace,  health  or  safety,  of  said  district  shall  take  effect  and 
be  in  force  forthwith  from  and  after  its  final  passage  and  approval ;  provided  further, 
that  a  statement  of  such  urgency  be  set  forth  in  any  such  ordinance  last  mentioned. 

Officers  and  Employees 

Sec.  7.  District  Officers  and  Employees.  The  officers  of  the  district  shall  com- 
prise the  members  of  the  board  of  directors,  the  secretary  thereof,  a  district  man- 
ager and  district  counsel.  No  officer  of  the  district  shall  be  qualified  for  election  or 
appointment  as  such  unless  he  is  a  qualified  elector  of  said  district  residing 
therein  and  shall  have  been  such  elector  and  resident  at  least  one  year  immediately 
prior  to  such  election  or  appointment.  The  board  of  directors  shall,  by  ordinance, 
prescribe  the  powers,  duties  and  compensation,  of  all  said  officers,  except  where  the 
same  are  prescribed  by  the  provisions  of  this  act  and  in  such  case,  may,  by  ordi- 
nance, prescribe  additicmal  powers  and  duties  for  any  such  officer  consistent  with 
the  provisions  hereof  ;  provided,  however,  that  the  members  of  the  board  of  directors 
shall  serve  as  such  without  compensation. 

Sec.  S.  Subordinate  Officers  and  Employees.  The  board  of  directors  shall  have 
the  power  to  create  and  abolish,  by  ordinance  or  resolution,  all  offices  and  employ- 
ments other  than  those  created  by  this  act ;  to  fix  the  compensation,  powers  and 
duties,  thereof  and  to  determine  the  procedure  for  removing  any  officer  or  employee 
there  from. 

Official  Bonds 

Sec.  y.  Official  Bonds.  The  board  of  directors  shall  fix  the  amount  of  all  bonds 
to  be  required  of  district  officers  and  employees,  the  mode  of  approving  the  same, 
and  shall  determine  the  particular  officers  and  employees  who  shall  be  required  to 
furnish  such  bonds. 

Oath  of  Office 

Sec.  1((.  Oath  of  Office.  P^very  officer  of  the  district  before  entering  upon  the 
duties  of  his  office,  shall  take  and  subscribe  the  oath  of  office  as  provided  for  in  the 
Constitution  of  the  State  and  shall  file  the  same  forthwith  with  the  secretary  of 
the  board  of  directors. 

Vacancies 

Sec.  11.  Vacancies.  A  vacancy  on  the  board  of  directors  shall  be  filled  by 
appointment  of  said  board,  such  appointee  to  hold  office  until  the  next  general 
district  election  and  until  his  successor  is  elected  and  qualified.  Such  successor  shall 
be  el(  cted  for  the  unexpired  term  of  his  predecessor  at  the  general  district  election 
next  succeeding  such  appointment. 

If  any  officer  or  employee  of  the  district  shall  die,  or  ab.sent  himself,  from  the 
district  for  more  than  60  days  consecutively  without  permission  of  the  board  of 
4 — L.-4764 
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(lirt'ctors.  or  fur  sjiiil  period  shiill  wilfully  fail  or  refuse  to  perform  the  duties  of 
his  ottice,  thou^di  ahle  so  to  do,  or  shall  fail  to  (lualif.v,  or  shall  resijcn.  or  he  adjudjicd 
insane,  or  in<-oni|ietent.  or  eoiivicted  of  a  felony,  his  office  shall  thereupon  become 
vacant. 

Delegation  of  Powers 

Six*.  1:.'.  I»ele;;alion  of  Powers  hy  I'.iiard  of  Directors.  The  hoard  of  directors 
may  delefjate  any  jiower,  or  powers,  f^ranted  to  said  district,  or  to  said  hoard  of 
directors',  hy  the  provisions  of  this  act,  except  lej?islative  powers  and  ministerial 
fvinctions  si)ecifically  re(iuired  hy  this  act  to  he  pei'formed  by  said  hoard  or  its 
olKcers,  to  such  other  ollicers  and  employees  of  the  district  as  to  said  board  may 
seem  proper  and  in  the  ]iublic  interest;  and  jji'ovided.  that  such  delectation  of  power 
is  not   in  conflict   willi   the  Const  itution  of  the  State. 

County  Officers 

Six'.  1.">.  County  (  Hiicers  to  Act  as  District  Ollicers.  In  addition  to  the  i)owers 
and  duties  vested  in  the  hoard  of  supervisors  of  the  County  of  Monterey  by  other 
provisions  of  this  act.  said  board  of  supervisors  is  hereby  vested  with  the  followiuK 
additional  powers  and  duties  relative  to  said  district:  Except  as  otherwise  herein 
jtrovided,  the  hoard  of  su))ervisors,  at  the  time  and  in  the  manner  provided  by  {gen- 
eral law  for  the  levy  and  equalization  of  county  taxes,  shall  levy  annually  upon 
the  jyroperty  in  said  district  the  district  taxes  as  formally  direct(vl  by  the  boai'd  of 
directors  of  the  district,  and  as  limited  by  the  provisions  of  this  act,  ;ind  shall  sit 
and  act  as  a  board  of  eciualization  t\)r  the  purpose  of  eipializinf;-  such  district  taxes 
at  the  time  and  in  the  form  and  manner  prescribed  by  general  law  for  the  eipi.-iliza- 
tion  of  county  taxes.  The  county  clerk,  the  county  assessor,  the  county  tax  collector 
and  the  county  auditor  of  said  Monterey  County  shall,  without  addition.al  compensa- 
tion, be  vested  with  like  powers  and  duties  with  relation,  respectively,  to  the  assess- 
ment, equalization  and  collection  of  district  taxes  as  the.v  are  vested  and  charged 
with  relation  to  county  taxes  of  said  Monterey  County  ;  and  the  county 
treasurer  (together  with  said  county  auditor),  of  said  county  is  vested  with  the 
s.-ime  powers  .•ind  charged  with  the  same  duties  with  relation  to  the  receii)t,  dejiosit 
and  withdrawal,  of  district  funds  and  moneys  as  he  is  vested  and  chaiged  with  with 
relation  to  funds  and  moneys  of  the  County  of  ^Monterey,  without  .additional  <'om- 
pensatiun  therefor. 

District  Funds 

SiX'.  14.  Disi»osition  of  District  ^Moneys.  K\('ry  oflicer,  enqjloyee  or  .agent  of 
the  district  receiving,  or  in  jjossession  of  any  moneys  belonging  to  or  for  the  use 
of  said  district,  shall,  forthwith,  notify  the  county  auditor  thereof  in  writing  and, 
thereui)on,  forthwith  pay  the  same  to  the  County  Treasurer  of  Monterey  County 
for  the  benefit  and  to  the  credit  of  the  funds  of  the  district  to  which  such  moneys 
severally  belong. 

Payment  From  District  Funds 

Sec.  1."i.  Payment  of  District  ^Moneys.  Money  shall  be  drawn  from  district 
funds  on  deposit  with  the  county  treasurer  only  upon  warrants  as  herein  prescribed. 
All  such  withdrawals  shall  be  by  warrant  of  said  district  allowed  by  the  board  <if 
directors,  signed  by  the  chairman  and  secretary  of  the  board,  and  approved  by  the 
county  auditor. 

Bids 

Sfx".  Id.  Contract  Work.  In  the  en-ction,  construction,  improvement  and  repair 
of  all  public  buildings,  structures  and  airports  of  said  district,  and  in  supi)lying 
materials  for  the  same,  when  the  expenditure  in  any  such  case  shall  exceed  the  sum 
of  one  thousand  dollars  (.$1,(KK))  the  contract  for  the  same  shall  be  awarded  by 
the  hoard  of  directors  to  the  lowest  responsible  bidder  after  notice  l)y  publication 
in  a  newspaper  of  general  circulation  printed,  published  and  circulated  in  said 
distri<-t  under  such  conditions  as  said  board  m.-iy  specify.  The  detiiiled  procedure  for 
carrying  out  the  provisions  of  tliis  section  shall  be  prescribed  by  ordin.ince. 

Provided,  thiit  tlie  boiird  of  directors  may  reject  any  .and  all  bids  iiresented,  and 
m.ay.  in   its  discretion,  re.adverlise  for  other  bids. 

Provided  further,  that  the  board  of  directors  may  determine  and  declare  by  a 
four-tifths  vote  of  all  its  members  that  the  work  or  improvement  in  question  may 
he  more  economically  or  .satisfjiclorily  i)erformed  as  a  project  of  the  Works  Projects 
Administration,  or  other  agency  of  the  Federal  or  State  Government,  and  after  the 
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adoption  of  a  rt'solution  lo  surli  (■ff(M-l  it  may  procood  (o  have  said  worlv  or  improve- 
ment made  ti)ronsh  such  administration  or  ai^cncy  williout  fnrthcr  oliservance  of 
the  forofjoing  provisions  of  this  section. 

Acquisition  and   Improvements;   Stats.  1911,  p.  730; 
Stats.  1915,  p.  1441;  Termination  of  Proceedings 

Sec.  17.  District  Airport  Acquisition  and  Improvements.  All  pnhlic  improve- 
ments of  said  district,  including  the  ac(iuisition  of  land  for  district  airport  purposes, 
or  the  imi)rovement  thereof,  or  the  acipiisition  of  lands  for  airport  approaches,  or 
the  improvement  thereof,  may  be  made  or  done  in  pursuance  of  general  laws  of  the 
State  empowering  municipalities  to  acquire  lands  for  any  public  purpose  or  to 
make  local  improvements  and  to  assess  the  costs  thereof  upon  the  frontage  or  dis- 
trict of  lands  benefited  thereby;  provided,  however,  that  whenever  it  is  proposed 
to  include  the  whole  or  any  part  of  the  lands  within  a  municipality  in  said  district 
in  the  frontage,  or  within  the  district  of  lands,  to  be  assessed  for  such  acquisition 
or  improvement,  the  formal  consent  of  the  legislative  body  of  such  municipality 
shall  first  be  obtained  ])efore  the  institution  of  such  proceeding ;  provided  further, 
that  such  consent  shall  be  ^lispensed  with  in  any  local  improvement  proceeding  or 
proceeding  to  acquire  land,  or  make  improvements,  for  district  purposes  where  all 
lots  and  lands  within  the  airport  district  are  included  in  the  assessment  district  and 
all  assessments  proposed  or  levied  upon  the  taxable  property  in  said  district  are 
computed  on  an  ad  valorem  basis.  In  addition  to  other  acts  mentioned  herein,  the 
provisions  of  that  certain  act,  entitled  "An  act  to  provide  for  work  in  and  upon 
streets,  avenues,  lanes,  alleys,  courts,  places  and  sidewalks  within  municipali- 
ties  ,"  etc..  approved  April  7,  1911,  and  the  acts  amendatory   thereto;   and  the 

provisions  of  that  certain  act,  entitled  "An  act  to  provide  for  the  issuance  of 
improvement   bonds   to   represent   and   be   secured   by   certain   assessments   made   for 

the   cost   of    certain    work    and    improvements ,"    etc.,    ai)proved    June    11,    1915, 

and  of  acts  amendatory  thereto,  are  hereby  made  applical)le  to  the  "Monterey  Penin- 
sula Airport  District"  and  local  airport  district  work  and  improvements  therein ; 
provided,  however,  that  the  words  "city  council"  and  "council"  used  in  said,  and 
other  such  acts,  shall  be  understood  to  mean  the  board  of  directors  of  said  airport 
district :  the  words  "city"  and  "municipality"  shall  be  understood  to  mean  the 
"Monterey  Peninsula  Airport  District"  :  the  words  "clerk"  and  "city  clerk"  shall 
be  understood  to  mean  "secretary"  of  said  board  of  directors :  the  words  "superin- 
tendent of  streets"  and  "street  superintendent"  and  the  words  "city  engineer"  shall 
be  understood  to  mean  the  manager  and  the  engineer,  respectively,  of  said  airport 
district :  the  words  "tax  collector"  and  the  words  "treasurer"  or  "city  treasurer" 
shall  be  understood  to  mean  the  county  tax  collector  and  the  county  treasurer, 
respectively,  of  the  County  of  Monterey ;  and  provided  further,  that  all  of  the 
powers  and  duties  conferred  by  the  provisions  of  said  acts,  and  the  acts  amendatory 
or  supplementary  thereto,  upon  city  councils,  superintendents  of  streets,  clerks  and 
city  clerks,  tax  collectors,  treasurers  and  engineers,  are  hereby  conferred  and 
imposed  upon  respective  officers  and  boards  above  specified  ;  provided,  however,  that, 
notwithstanding  anything  herein  contained,  if  protest  against  the  proposed  work 
is  made  by  the  owners  of  a  majority  of  the  property  fronting  on  the  proposed  work 
or  by  the  owners  of  more  than  one-half  of  the  area  of  the  property  included  within 
the  assessment  district  to  be  assessed  for  the  improvement  (as  the  case  may  be) 
as  provided  in  Section  5222  of  the  Streets  and  Highways  Code,  then  and  in  either 
of  such  events  the  board  of  directors  shall  have  no  right  or  authority  to  overrule 
such  majority  protests  and  the  proceedings  for  the  making  of  such  improvement 
shall  thereupon  terminate  and  no  further  proceedings  shall  thereafter  be  instituted 
within  a  period  of  one  year  from  the  dat'^  of  filing  of  such  majority  protest. 

(Amended  by  Stats.  1943,  Ch.  343.) 

Fiscal  Year 

Sec.  is.  Fiscal  Year.  The  fiscal  year  of  the  Monterey  Peninsula  Airport  Dis- 
trict shall  commence  on  the  first  day  of  July  of  each  year,  or  at  such  other  time 
as  may  be  fixed  by  ordinance. 

Regular  Tax  Levy 

Sec.  19.  Regular  Tax  Levy.  The  board  of  supervisors  must,  at  the  time  of 
levying  the  county  taxes,  levy  annually  a  tax  upon  all  the  taxable  property  within 
the  district  sufficient  to  defray  the  cost  of  the  maintenance  thereof  and  of  making 
such  other  expenditures  as  are  authorized  by  this  act  in  connection  therewith  and 
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as  estiiniitt'd  l»y  the  lioard  of  directors  to  1)p  necessary  for  such  i)iiri)oses  ;  provided, 
however,  that  no  such  tax  levy  shall  exceed  the  limitations  placed  thereon  hy  the 
])rovisions  of  this  act.  The  taxes  so  levied  shall  he  computed  and  entered  on  the 
assessment  roll  and  collected  at  the  same  time  and  in  the  same  manner  as  are  the 
taxes  of  said  Monterey  County,  and  when  collected  shall  he  deposited  in  the  county 
treasury  to  the  credit  of  s;iid  district  and  for  the  purposes  and  uses  of  the  district 
for  which   the   lax   was  auliiorized. 

Special  Tax  Levy 
Stats.  1929,  p.  1857 

Si.f.  110.  Levy  of  Special  Tax.  A  sjiecial  tax,  in  addition  to  other  taxes  or 
as.sessments  herein  authorized,  may  he  levied  upon  the  taxahle  i)roperty  within  the 
district;  provided,  the  same  is  authorized  hy  a  two-thirds  vote  of  the  voters  votinj; 
<m  such  proposition  at  a  re;;ular  or  special  district  election,  for  airport  district 
puriioses,  including  the  actpiisition  of  lands  for  a  public  airport  or  airports  aud/or 
the  improvement  thereof,  pursuant  to  the  i)rocedure  set  forth  in  that  certain  act 
entitled  '•California  Airport  District  Act"  (Statutes  lUL'U,  i)age  ISftT),  Sections  12 
to  17,  in<-lusi\-e,  which  .-ire  hereby  made  apidicahle  to  Monterey  Peninsula  Airport 
District. 

Lien  of  District  Taxes 

Skc.  21.  Lieu  of  District  Taxe.s.  All  district  taxes  provided  for  in  this  act 
shall  become  delincpient  at  the  time  the  county  taxes  become  so  and  sliall  bear  like 
penalties  for  delinciuency.  All  such  district  taxes  shall  be  a  lien  on  all  the  taxable 
property  in  the  territory  comprising  the  district  and  shall  lie  of  the  same  force  and 
effect  as  liens  for  county  taxes,  and  their  collection  shall  be  enforced  by  the  same 
means  as  provided  for  the  enforcement  of  liens  for  county  taxes. 

Borrowing  in  Anticipation  of  Taxes 

Sec.  22.  Temporary  I'orriiwing  of  Money  by  District  on  Anticii)ated  Revenue 
From  Taxes.  The  i)rovisions  of  Section  3710  of  the  I'olitical  ('ode  relative  to 
tem))<irary  borrowing  of  money  by  counties,  cities  and  regional  park  and  .school 
districts,  in  anticii)ation  of  the  receipt  of  income  through  taxes,  shall  be  applicable 
to  the  ^louterey  I'eninsula  Airport  District,  and  the  i)ow«'rs  and  duties  vested  in 
the  board  of  supervisors,  the  legislative  body  of  each  city,  the  board  of  directors  of 
each  regional  p;irU  district,  and  the  governing  board  of  each  school  district,  by  said 
Se<'tion  .■'71!>  of  the  I'olitical  Code  are  hereby  vested  in  the  board  of  directors  of 
said  airport  dis(ri<-t. 

Limit  on  Tax  Levy 

Skc.  2.'!.  Limited  Tax  I^evy.  Tiie  tax  levy  authorized  and  directed  by  the  board 
of  directors  of  the  district,  and  le\  ied  for  such  district  by  the  b()ard  of  supervisors 
of  .said  county  annually  to  meet  the  district  expenses  for  each  fiscal  year,  shall  not 
exceed  the  rate  of  two  mills  (.$().<)()2)  on  each  dollar  of  the  assessed  valuation  of 
the  real  and  personal  property  within  the  district,  except  as  in  this  act  otherwise 
provided. 

Annexation;    Dissolution 
Stats.  1929,  p.  1857 

Skc.  21.  .Miei-alion  of  I'oundai'ies,  Annexation  of  Contiguous  Territory;  Disso- 
lution of  District,  Bonded  Indebtedness  Upon  Dissolution.  The  boundaries  of  the 
•lislrict  may  be  altered  and  contiguous  territory  in  the  same  county  annexed  thereto 
and  said  <listrict  may  be  dissolved,  the  property  owned  by  said  district  disjioscd  of, 
and  any  bonded  indebledness  of  the  district  at  the  time  of  such  dissolution  li(piidaled, 
pursuant  to  the  jirovisions  of  Sections  21  and  22  of  said  "California  AiriH)rt  District 
Act,"  which  are  hereby  made  applicable  to  said  •".Monterey  Peninsula  Airport 
District." 

Inapplicable  Statutes 
Stats.  1933,  p.  2141 
Stats.  1931,  p.  1372 

Si;c.  2.'i.  Iii.ippli<;ilile  Stalutes.  The  certain  acts  known,  respectively,  as  the 
'•District  Invest  ig.it  ion  A<-l  of  l!).'i:{"  (Stalutes  1!)3:},  page  2141),  and  acts  amend- 
atory thereto,  ;ind  "Special  Assessment,  Investigation,  Limitation  and  Majority 
Protest  Act  of  l!t:;i"  (Statutes  1!).'{1,  page  1:^72),  and  acts  ann'udatory  thereto, 
shall   not    be  apidicable  to  the  ".Monterey   I'eninsula  Airport  District." 
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Tax  Exemption  of  Bonds 

Sec.  26.  Value  of  Bonds.  All  bonds  issued  hy  s:iid  district  under  the  provisions 
of  this  act  are  hereby  jjiven  the  same  force,  \alue,  effect  and  use,  as  bonds  issued 
by  any  muni<'ii)ality  in  this  State,  and  shall  lie  free  and  exempt  from  all  t;ixalion 
within  the  State  of  California. 

Contract  Terms  Prescribed  by  U.  S. 

Sec.  27.  In.sertion  of  I'rovisions  Prescribed  as  Condition  for  Federal  Aid.  The 
board  of  directors  of  said  district  shall  have  full  authority  to  cause  to  be  inserted 
in  specificatiims  and  contracts  for  any  airport  district  improvement  or  acciuisition 
financed  or  paid  for  in  whole  or  in  part  out  of  moneys  obtained  from  the  Fnited 
States  of  America,  or  any  department  or  agency  thereof,  as  a  loan,  jjrant  or  appro- 
priation, such  provisions  or  terms  as  may  i)e  prescribed  by  the  United  States  of 
America,  or  such  department  or  asency.  as  a  condition  upon  which  such  Federal 
funds   are   loaned,   f^ranted    or   appropriated. 

Effect  of  Repeal 

Sec.  2S.  Repeal  of  Act  Not  to  Effect  IJonds.  No  repeal  or  amendment  of  this 
act  shall  in  any  way  affect  or  release  any  of  the  proi)erty  in  said  district  from  the 
obligations  of  any  outstanding-  bond  or  indebtedness  of  said  district,  nor  shall  any 
such  repeal  or  amendment  become  effective  or  operative  in  so  far  as  such  bonds 
or  indebtedness  are  concerned  until  the  same  have  been  fully  paid  and  discharged. 

Construction  of  Act 

Si:c.  211.  Construction  of  Ac't.  This  act,  and  every  part  thereof,  shall  be  liberally 
construed  to  promote  the  ol)jects  therc-of,  and  to  carry  out  its  intents  and  purposes. 

Constitutionality 

Sf.c.  ;^0.  Constitutionality.  In  case  any  section,  or  sections,  or  part  of  any  sec- 
tion, of  this  act,  shall  be  found  to  be  unconstitutional  or  invalid,  for  any  reason, 
the  remainder  of  the  act  shall  not  thereby  be  invalidated,  but  shall  remain  in  full 
force  and  effect. 

Short  Title 

Sec.  81.  Title.  This  act  may  be  designated  and  referred  to  as  the  "Monterey 
Peninsula  xVirjiort  District  Act,"  and  any  reference  thereto  by  such  designation 
shall  be  deemed  sufficient  for  all  purposes. 

Urgency 

Sec.  32.  I'rgeney  Measure.  This  act  is  hereby  declared  to  be  an  urgency 
measure,  being  necessary  for  the  immediate  preservation  of  the  public  peace,  health 
and  safety,  within  the  meaning  of  Section  1  of  Article  IV  of  the  Constitution,  and 
as  such  shall  take  effect  immediately.  The  facts  constituting  such  necessity  are  as 
follows : 

The  Legislature  declares  that : 

(a)  The  prevalence  of  wars  and  general  resort  to  force  and  violence  in  numerous 
areas  throughout  the  world  constitute  a  menace  to  the  peace  and  safety  of  the 
I'nited  States,  and  render  essential  the  fullest  preparation  and  cooperation  for  the 
National  defense. 

(b)  The  precarious  state  of  world  affairs  constitutes  an  emergency  recognized 
by  proclamation  of  the  President  of  the  United  States  and  the  Governor  of  the 
State  of  California,  and  by  the  enactment  of  various  measures  by  Congress  designed 
to  sti-engtheu  the  land,  naval  and  air  forces,  of  the  Nation,  including  the  Selective 
Training  Act  of  1!>40. 

(c)  In  consequence  of  the  vast  program  for  National  defense  now  developing, 
one  of  the  greatest  military  concentrations  of  military  forces  in  the  United  States  is 
now  being  made  and  centered  at  Fort  Ord,  adjacent  to  the  Monterey  Peninsula  Air- 
port District  herein  created. 

(d)  The  existing  municipal  airport  owned  by  the  City  of  Monterey,  in  said 
district,  is  totally  inadequate  in  size  and  character  for  the  use  of  modern  military 
or  civil  aircraft,  and  due  to  the  conformation  of  the  terrain  in  that  vicinity  is  the 
only  site  capalde  of  adeijuate  de\eloiiment  for  airport  purjxtses  in  that  area. 

(e)  This  airport  has  been  certified  hy  the  War  Department  as  of  value  for  use 
by  military  aircraft  and  necessary  for  developnuMit  in  connection  with  the  National 
Defense  Preparedness  Program. 
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(f)  I'ursiKiiit  to  this  c-ertificatinii.  tli'"  President  of  the  I'liited  States,  on  the 
twenty-seventh  day  of  Febrnary,  li>41,  approved  an  appropriation  in  the  snm  of 
seven  hundred  foni-  thonsnnd  three  hnndred  thirteen  dollars  (.$7(l4.:n,S)  for  the  ade 
tpiate  improvement  and  enlargement  of  the  airport  facilities  thereat. 

(}j)  This  appropriation  does  not  include  the  cost  of  aciiniriuK  the  additional  land 
necessary  for  the  enlarfrenient  of  said  airport,  and  such  accpiisition  is  immediately 
recinired  in  order  to  make  the  improvements  and  the  expenditures  therefor  authorized 
hy  the  President. 

t  h  t  The  purpose  of  this  act  is  to  immediately  form  the  "Monterey  Peninsula  Air- 
port District'"  so  that  the  area  benetited  will  he  enabled  forthwith  to  improve  said 
airport  and  to  acquire  the  additional  lands  needed  for  military  and  civil  airport 
purposes  of  Fort  Ord,  the  Presidio  of  Monterey  and  the  district  in  question. 

4.   Irrigafion  Districfs:  Aiiporf  and  Aviafion  Schools  (Article  4,  commencing  at 
Section  22140,  Chapter  1,  Part  5,  Division  11,  Water  Code) 

Article  4.     Airport  and  Aviation  Schools 
(Added  by  Stats.  1!>43,  Ch.  872.) 
Conditions  Precedent 

L'1'140.     This  article  apiilies  only  if  all  of  (he  followin.i;-  are  true  : 

(a)  None  of  the  land  proposed  to  be  used  for  airport  or  aviation  school  purposes 
that  may  he  outside  of  the  district  is  more  than  seven  miles  from  the  nearest  part 
of  the  boundaries  of  the  district. 

(h)  The  I'nited  States  agrees  to  improve  or  contribute  money  for  the  improve- 
ment for  airport  or  aviation  school  pnrpo.ses  or  both  of  the  land  i)ropo.sed  to  be  iised. 

(c)  The  board  finds  that  there  is  no  other  public  agency  able  and  willing  to  co- 
operate with  the  I'nited  States  in  the  improvement  for  airport  or  aviation  school 
jnirpcses  or  both  of  the  land  proposed  to  be  used. 

Acquisition  of  Land 

22141.  A  district  may  ac(|uire  land  by  gift  or  otherwise,  or  use  l.ind  already 
acquired,  for  an  airport  or  aviation  school  m-  hoili  and  ni;iy  improve  the  land  for 
any  of  these  purposes. 

Co-operation  With  United  States 

22142.  A  district  may  sponsor  any  project  undertaken  by  the  Inited  States  for 
the  improvement  of  land  for  airport  or  aviation  schnoi  purjioses  or  both. 

Restriction  on  Incurring  Indebtedness 

2214."..  No  district  shall  ever  issue  any  bonds  to  ;i({|uire  or  inipro\-e  any  land 
pursuant  to  this  article,  nor  shall  it  incur  any  indebtedness  therefor  which  cannot 
be  i»ai<l  out  of  revenue  to  be  derived  from  its  airport  or  aviation  school  or  the 
leasing  thereof. 

Restriction  on  Acceptance  of  United  States  Funds 

22144.  A  district  may  accept  the  appropriation  of  any  funds  by  the  I'nited  States 
for  the  improvement  of  the  land  for  an  airport  or  aviation  school  on  any  condition.s 
imposed  by  the  I'nited  States  if  the  use  of  the  airport  for  coinmeicial  purposes  is 
not  thereiiy  precluded. 

Operation  of  Airport,  etc. 

2214.'"i.  A  district  may  operate  an  airport  or  aviation  school  or  may  lease  either 
or  both  of  them  on  terms  its  board  deems  proi)er. 

Same:  Acceptance  of  Money  or  Property 

2214(1.  Any  district  having  accpiired  an  airport  or  aviation  school  <n-  both 
pursu.'int  to  the  provisicuis  of  this  article  may  accept  contributions  of  money  or 
property  or  both  to  he  used  in  connection  with  the  airport  or  aviation  school  or  both. 
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5.  School  Sites:  Notice,  Investigation  ard  Report  on  Proposed  Acquisition  Near 
Airport  (Education  Code) 

Notice 

18404.  To  promote  tho  safety  of  pupils,  comprehensive  community  planning, 
and  s'rPiit''!"  educational  usefulness  of  school  sites,  the  fiovernins  l)oard  of  each  school 
district,  inclndinj,'  districts  fioverned  by  a  city  hoard  of  education  if  the  proposed 
site  is  within  two  miles,  measured  by  air  line,  of  that  point  on  an  airport  boundary 
which  is  nearest  the  site  and  excluding  them  if  the  proi)erty  is  not  so  located,  before 
acquirinjj  title  to  property  for  a  new  school  site  or  for  an  addition  to  a  present  site, 
shall  fi'ive  the  State  Department  of  Education  notice  in  writing  of  the  proposed 
acquisition  and  shall  submit  any  information  required  liy  the  Department  of  Edu- 
cation. 

Investigation  and  Report 

Immediately  after  receiviuf?  notice  of  the  proposed  acquisition  of  property  which 
is  within  two  miles,  measured  by  air  line,  of  that  point  on  an  airport  boundary 
which  is  nearest  the  site,  the  Department  of  Education  shall  notify  the  California 
Aeronautics  Commission,  in  writing,  of  the  proposed  acquisition.  The  California 
Aeronautics  Commission  shall  make  an  investij;':ition  and  report  to  the  Department 
of  Education  within  2")  days  after  receipt  of  the  notice.  If  the  California  Aeronautics 
Commission  is  no  loni;er  in  operation,  the  Department  of  Education  shall,  in  lieu 
of  notifying  the  commission,  notify  the  Civil  Aeronautics  Authority  or  any  other 
appropriate  agency,  in  writini;-,  of  the  proposed  acquisition  for  the  purpose  of  obtain- 
ing from  the  authority  or  other  agency  such  information  or  assistance  as  it  may 
desire  to  give. 

The  State  Department  of  Education  shall  investigate  the  proposed  site  and  within 
30  days  after  receipt  of  the  notice  shall  submit  to  the  governing  board  a  written 
report  and  its  recommendations  concerning  acquisition  of  the  site.  The  governing 
board  shall  not  acquire  title  to  the  property  until  the  report  of  the  State  Department 
of  Education  has  been  received.  If  the  report  does  not  favor  the  acquisition  of  the 
property  for  a  school  site  or  an  addition  to  a  present  school  site,  the  governing 
board  shall  not  acquire  title  to  the  property  until  30  days  after  the  department's 
report  is  received. 

(Amended  by  Stats.  I'J.j.j,  Ch.  14r.l.) 

C.      COUNTIES   AND   CITIES 

I.   County  and   City  Airport   Law  (Article   6,   commencing   at   Section   50470, 
Chapter  2,  Part  1 ,  Division  1,  Title  5,  Government  Code) 

Article  6.     Airports 
(Article  G  added  by  Stats.  ll»4!),  Ch.  81) 

Acquisition  and  Improvement  of  Property 

50470.  Whether  governed  under  general  laws  or  charter,  a  local  agency  may 
acquire  property  by  jnirchase,  condemnation,  donation,  lease,  or  otherwise  for  the 
purposes  of  this  article  and  may  .use  any  real  property  which  it  owns  or  acquires 
within  or  without  its  limits  as  a  site  for  an  airport.  The  local  agency  may  erect 
and  maintain  hangars,  mooring  masts,  flying  fields,  and  places  for  flying,  take-off, 
landing,  and  storage  of  aircraft,  together  with  signal  lights,  radio  equipment,  service 
shops,  conveniences,  appliances,  works,  structures,  and  other  air  navigation  facili- 
ties, now  known  or  hereafter  invented,  of  such  number  and  character  and  in  such 
places  as  may  he  necessary  or  convenient. 

Purposes 

50471.  The  Legislature  specifically  declares  that  the  purposes  of  this  article  are 
park  puri)oses,  and  any  land  acquired  for  park  purposes  may  be  used  for  the  pur- 
poses of  this  article. 

Incurring  Indebtedness 

50472.  By  the  methods  provided  by  law,  a  local  agency  may  incur  indebtedness 
and  issue  bonds  for  the  purposes  of  Section  50470. 
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Tax  Levy 

r)047;'..  A  local  a^'fiicy  may  levy  taxes  to  raise  funds  to  aeciuire  land  for  the 
purposes  of  this  article  and  to  pay  the  principal  and  interest  of  loiuls  issued  pur- 
suant to  this  article. 

Powers 

r)(MT4.  In  connection  with  tlie  erection  or  maintenance  of  such  airports  or 
facilities,  a  local  agency  may  : 

(a)  Ue^irulate  the  receipt,  deposit,  and  removal,  and  the  emharkation  or  debarka- 
tion of  passcn;,'ers  or  property   to  and  from  such  landiiif;  places  or  moorage. 

(h)    Exact  charjres,  fees,  and  tolls,  and  enforce  liens  for  their  paynu-nt. 

(c)  I>ease  or  assifju  for  oi)eration  any  space  and  any  nicessary  or  useful  ap- 
purtenances,  appliances,  or  other  con\-euiences. 

(d)  Own  and  operate  aircraft. 

( e )  Employ  pilots. 

(f)  Uejjnlate  the  use  of  (he  airport  and  facilities  and  oilier  prui'erty  or  means 
of  transportation  within  or  over  the  airport. 

iii)    I'crform  any  duties  necessary  or  convenient  for  the  re^nlation  of  air  traffic. 

(h)  Enter  into  contracts  or  otherwise  cooiierate  with  the  Federal  (Jovernment 
or  other  public  or  private  agencies. 

<i)  Exercise  jxiwers  necessary  or  con\-enient  in  the  promotion  of  aeronautics 
and  commerce  and   navigation   l>y   .-lir. 

Grant  of  Privileges  to  State  or  United  States 

."i(M7."(.  A  local  agency  operating  or  maintaining  an  airport  may  grant  leases, 
licenses,  concessions,  and  other  privileges,  regarding  a\iation  facilities  to  the  State 
or  the  I'nited  States,  for  the  use  or  occui)ation  of  hangars,  structures,  works,  or 
other  aviation  facilities  by  the  War  Department,  Navy  l>epartment.  \:itional 
(Juard.  or  other  state  or  federal  deiiartnients  or  agencies  in  coiinection  with  a\iation 
or  air  connnerce. 

Contracts 

."((47(5.  The  legislative  body  may  acquire  or  construct  hangars,  structures,  works, 
or  other  facilities  on  the  airport  required  for  such  uses  and  may  enter  into  contract.s 
with   the  State  or  the   I'nited   States. 

Limitations 

r»((477.  Tlie  contracts,  leases,  licenses,  concessions,  or  privileges  shall  be  subject 
to  the  s.ime  limitations  as  to  duration  of  term  provided  by  law  for  the  granting  of 
leases,  licenses,  concessions,  or  privileges  to,  or  the  entering  into  of  contracts  with. 
)>ri\ate   persons  or  agencies. 

Lease  of  Property 

."((47s.  A  local  agency  may  lease  or  sublease  property  owned,  leased,  or  other- 
wise controlled  by  it  for  not  to  exceed  fiO  years  for  airport  imrposes  or  purposes 
incidental   to  aircraft,   including: 

(a)  Manufiicture  of  aircraft.  air|)lane  engines,  and  iiii-craft  e(|uii)nient.  parts, 
and  .•iciM'ssories. 

(b)  Construction  and  maintenance  of  hangars,  mooring  masts,  flying  fields, 
signal  lights,  radio  eiiuipment.  service  shops,  conveniences.  ap)iliances.  works,  struc- 
tures, :ind  other  air  navigation,  aircraft,  and  aiiplane  engine-  manufacturing  pl:ints 
and  facilities. 

(Added    by    Stats.   I'.r.l.   Ch.    KHS.) 

2.   County  Airport  Acquisition  Law  (Government  Code) 
Authority  to  Acquire,  etc.,  Airports,  etc. 

L'COL'O.  .\s  a  necessary  .•idjumt  to  aeri.il  transportation  .ind  the  use  of  aerial 
highways,  the  bojird  of  supervisors  nniy  provide  .-ind  maintain  public  airports  and 
landing  (daces  for  aerial  tr.alfic  for  the  use  of  the  public.  For  such  purposes  the 
bo.-ird  of  supervisors  nniy  : 

(a  I  Accpiire  by  purchase,  condemnation,  donation,  lease,  or  dlieiwise  real  m- 
person.al  projierty.  either  within  or  without  the  iiK-nrporaled  territory  of  municipali- 
ties,   neces.sjiry    for   such    purposes,    jind    inii)rove.    construct,    reconstruct,    lea.se.    fur- 


SENATE   INTERIM    COMMITTEE    ON    AVIATION 


105 


nish,  rofuriii.sh,  use,  roi)aii',  niaintiiin,  and  cond-ol  llu'  luopcrty,  iiicliidiiig  buildings, 
strucluros,  and   liKiitins'  and  other  (vniipniont   and  facilities  necessary   for  such  use. 

(b)  I'roxide  all  necessary  custodians,  employees,  attendants,  and  supplies  for  the 
proper  maintenance  of  the  proi)erty  for  the  purposes  specified  in  this  secticm. 

(c)  In  addition  to  all  other  taxes,  levy  in  any  year  a  special  tax  not  to  exceed 
three  mills  (. *);().()();{)  on  the  one  dollar  ($1)  of  assessed  valuation  on  all  taxai)le 
property  in  the  county,  the  proceeds  of  which  may  be  accumulated  for  not  to 
exceed  live  years  for  use   in  carrying  out   the  purposes  of   this  section. 

(d)  Establish  a  fund  or  funds  for  such  pui'poses  and  appropriate  and  transfer 
from  the  f;'('ii<'i'<'il  fund  to  such  fund  or  funds  from  time  to  rime  sucli  money  as  it 
deems  necessary. 

(e)  In  the  manner  provided  by  law,  incur  u  bonded  indebtedness  on  behalf  of 
the  county. 

(Amended  by  Stats,  in.ll,  Ch.  1331.) 


3.  Airport  Approaches  Zoning  Law  (Article  6.5,  commencing  at  Section  50485, 
Chapter  2,  Part  1 ,  Division  1 ,  Title  5,  Government  Code) 


Section 

50485 

50485.1 


50485.2 
50485.3 

50485.4 

50485.5 


Article  6.5.     Airport  Approaches  Zoning-  I^aw 
Section 


Short  title 

Definitions :  '"Airport,"  "Air- 
port hazard,"  "Airport  hazard 
area,"  "City  or  County," 
"Person,"  "Structure,"  "Tree" 
Airport  hazard  a  public  nui- 
sance 

Airport  zoning  regulations  by 
city 

Conflicts    in    regulation 
Airport  zoning   regulations  : 
hearing 


50485.6  Airport    zoning    commission 

50485.7  Reasonable   regulations 

50485.8  Removal   of   structure  not   re- 
quired 

50485.9  Administration,  enforcement 

50485.10  Permits  to  replace  structures 

50485.11  Court  review 

50485.12  Violations 

50485.13  Acquisition  of  property 

50485.14  Constitutional  power 


Article  6.5.     Airport  Approaches  Zoning  Law 
(Article  6.5  added  to  Stats.  1953,  Ch.  1741) 
Short  Title 

50485.  This  article  shall  be  known  and  may  be  cited  as  the  "Airport  Approaches 
Zoning  Law." 

Definitions 

50485.1.  As  used  in  this  article,  unless  the  context  otherwise  requires  : 
"Airport"  means  any  area  of  laud  or  water  designed  and  set  aside  for  the  landing 

and  taking  off  of  aircraft  and  utilized  or  to  be  utilized  in  the  interest  of  the  public 
for  such  purposes. 

"Airport  hazard"  means  any  structure  or  tree  or  use  of  land  which  obstructs  the 
airspace  required  for  the  flight  of  aircraft  in  landing  or  taking  off  at  an  airport  or 
is  otherwise  hazardous  to  such  landing  or  taking  off  of  aircraft. 

"Airport  hazard  area"  means  any  area  of  land  or  water  upon  which  an  airport 
hazard  might  be  established  if  not  prevented  as  provided  in  this  article. 

"City  or  county"  means  any  city,  county,  or  city  and  county. 

"Person"  means  any  individual,  firm,  copartnership,  corporation,  company,  asso- 
ciation, joint  stock  association,  city  or  county,  or  district,  and  includes  any  trustee, 
receiver,  or  assignee. 

"Structure"  means  any  object  constructed  or  installed  by  man,  including,  but  with- 
out limitation,  buildings,  towers,  smokestacks,  and  overhead  lines. 

"Tree"  means  any  object  of  natural  growth. 

Airport  Hazard  a  Public  Nuisance 

50485.2.  It  is  hereby  found  that  an  airport  hazard  endangers  the  lives  and  prop- 
erty of  users  of  the  airport  and  of  occupants  of  land  in  its  vicinity  and  also,  if  of 
the  obstruction  type,  in  effect  reduces  the  size  of  the  area  available  for  the  landing, 
taking  off  and  maneuvering  of  the  aircraft,  thus  tending  to  destroy  or  impair  the 
utility  of  the  airport  and  the  public  investment  therein.  Accordingly,   it  is   hereby 
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declarod :  (a)  tli.it  the  (rcatioii  or  cslaltlislinK'Ht  <>f  an  airport  hazard  is  a  iiuhlic 
miisanco  and  aii  injury  lo  the  coinninnit.v  served  l)y  tlie  airport  in  ([iiestion;  (!)) 
that  it  is  therefore  neressary  in  the  interest  of  the  pnlilic  healtli.  pulilic  safety,  and 
general  welfare  that  the  creation  or  estaldishnient  of  airport  hazards  he  prevented; 
and  ( e  I  that  this  should  iii"  accomplished,  to  the  extent  le;;ally  possihie,  hy  exercise 
(if  the  jiolice  iiower.  It  is  further  declared  that  iiolh  the  prevention  of  the  creation 
or  estaldishnient  of  airjioit  hazards  and  the  eliniination,  removal,  alteration,  mitiga- 
tion, or  niarkiiif;  and  lif^htin^'  of  existini;  airport  hazards  are  jiuldic  jmrposes  for 
which  a  city  or  county  may  raise  and  expend  puMic  funds  and  acciuire  hind  <ir  prop- 
erty interests  therein. 

Airport  Zoning  Regulations  by  City,  etc. 

."»04.S."».:!.  In  order  to  prevent  the  creation  or  estaldishnient  of  airport  hazards, 
every  city  or  county  havinj;  an  .lirport  haz.ird  area  within  its  territorial  limits  may 
.•idopt,  aclminister.  and  enforce,  under  the  pcdice  power  and  in  the  manner  an<l  up<ui 
the  conditions  hereinafter  luescrihed,  airjiort  zoiiiuf;  ref;ulations  for  such  airport 
hazard  are.i,  which  regulations  may  divide  such  area  into  ztines,  and,  within  such 
ziuies,  spe<ify  the  land  uses  permitted  and  refjulate  and  restrict  the  height  to  which 
structures  and   li-ces   nia\    lie  ere<-te(l   or  alIowe(l    to   irrow. 

Conflicts  in  Regulations:    More  Stringent  Governs 

5(>4.s."i.4.  In  the  event  that  a  city  uv  county  has  adopted,  or  hereafter  adopts,  a 
comprehensive  z(uiin(i  (U'dinance  resulatinf;,  annuif;  other  thinjjs,  the  hei;cht  of  build- 
ings, jMiy  airport  zoning  regulations  applicable  to  the  same  area  or  portion  thereof 
may  he  incoriiorated  in  .ind  made  a  part  of  such  comprehensive  zoninj;  regulations, 
and  he  administered  .Miid  enforced   in  connection  therewith. 

In  the  event  of  cr)ntlict  between  any  .-lirport  zoning  regulations  adopted  under  this 
article  and  any  other  regulations  apiilicible  to  the  same  area  whether  the  conflict 
be  with  respect  to  the  height  of  structures  or  trees,  the  use  of  land,  or  any  other 
matter,  and  whether  such  other  regulations  were  adopted  by  the  city  or  county 
which  ad«>pted  the  airport  zoning  regulations  or  by  some  other  city  or  countj',  the 
more  stringent  limitation  (u-  ref|uirenient  shall  govern  and  prevail. 

Airport  Zoning  Regulations:    Hearing 

,")04S."i.."».  No  airport  zoning  regulations  shall  be  a<lopted,  amended  or  changed 
under  this  article  excejit  by  action  of  the  legi.slative  body  of  the  city  or  county  in 
quesli(Ui  after  a  jiublic  lie.iring  in  reljition  thereto,  at  which  parties  in  interest  and 
citizens  shall  have  an  opjiortunity  to  be  heard.  Notice  of  the  hearing  shall  be  pub- 
lished pursuiMit  to  Sectiiui  (i(Kj(j  in  an  oHicial  paper,  or  :i  paper  of  general  circula- 
tion, in  the  city  or  county   in  which   is  bxated  the  airport  haz.ird  area   to  be  zoned. 

(.\meiided  by  St.its.  I'l.'.T.  Ch.  ."i.".?. » 

Airport  Zoning  Commission 

r»<)4.S."».(j.  Prior  to  the  initial  zoning  of  any  airport  hazard  area  under  this  article, 
the  city  or  county  which  is  to  .-idopt  the  regulations  shall  appoint  a  c<unniission,  to 
be  known  as  the  Jiirport  zoning  commission,  to  recommend  the  boundaries  of  the 
various  zones  to  he  established  and  the  regulati<uis  to  be  :i(h)pted  therefor.  Such  com- 
mission shall  make  a  preliminary  rejiort  and  ludd  iiublic  hearings  thereon  before 
submitting  its  final  report,  and  the  legislative  body  of  the  city  or  county  shall  not 
hold  its  public  hearings  or  take  other  action  until  it  has  received  the  final  report 
of  such  commission.  Where  a  city  or  county  iihinning  commission  already  exists,  it 
sliiill   be  iipiioinled  as  the  airport  zoning  commission. 

Reasonable  Regulations 

r>04.S.j.7.  All  .airport  ztming  regulations  adojjted  under  this  article  shall  be  reason- 
able and  none  shall  impose  any  requirement  or  restriction  which  is  not  rea.sonably 
necessary  to  effectuate  the  purpo.ses  of  this  artivle.  In  determining  what  regulations 
it  may  adopt,  each  city  or  county  shall  consider,  among  other  things,  the  character 
of  the  flying  operations  expected  to  be  conducted  at  the  airport,  the  nature  of  the 
terrain  within  the  jiirport  hazard  area,  the  character  of  the  neigliltorhood,  and  the 
uses  to  which  the  jirojierty  to  be  zoned  is  jiut  and  adapt:ible. 

Removal,  etc.,  of  Structures  Not  Required 

."i()4.s."..s.  No  airjiort  zoning  regulations  adopted  under  this  article  shall  require 
the   removal,  lowering,  or  other  change  or  alteration   of  any   structure  or  tree   not 
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couformiiifi  to  the  icjiulatioiis  when  .idoptod  or  amoiule;!,  or  otherwise  interfere  with 
the  contimiaiicp  of  any  nonconforniin.n'  use,  except  as  provided  in  Section  50485.10. 

Administration,  Enforcement 

50485.!).  All  airport  zoninj;  re^nhitioiis  adopted  niider  this  article  shall  provide 
for  the  administration  and  enforcement  of  snch  ref,'ulations  by  an  administrative 
agency  which  may  he  an  ajjency  created  by  such  refjulations  or  any  official,  hoard, 
or  other  existing-  agency  of  the  city  or  county  iidopting  the  regulations,  if  satisfactory 
to  that  city  or  county.  The  duties  of  an.v  admiiiistratixe  agency  designated  pursuant 
to  this  article  shall  include  that  of  hearing  and  deciding  all  applications  for  permits 
and   variances  under  Section  50485.10. 

Permits  to  Replace,  etc..  Structures 

50485.10.  Any  airport  zoning  regulations  shall  provide  that  before  any  noncon- 
forming structure  or  tree  may  he  replaced,  substantially  altered  or  repaired,  rebuilt, 
allowed  to  grow  higher,  or  rei)lanted,  a  ]i'.>rmit  must  be  secured  from  the  administr;i- 
tive  agency  authorized  to  administer  and  enforce  the  regulaticnis,  authorizing  such 
replacement,  change  or  repair.  Xo  permit  shall  be  granted  that  would  allow  the 
establishment  or  creation  of  an  airport  hazard  or  permit  a  nonconforming  structure 
or  tree  or  nonconforming  n.se  to  be  made  or  become  higher  or  become  a  greater  haz- 
ard to  air  navigation  than  it  was  when  the  applicable  regulation  was  adopted  or 
than  it  is  when  the  ajiplication  for  a  permit  is  made.  Except  as  provided  herein,  all 
applications  for  permits  shall  be  granted.  No  .such  permit  shall  be  required  to  make 
maintenance  repairs  to  or  to  replace  parts  of  existing  structures  which  do  not  en- 
large or  increase  the  height  of  the  existing  structure. 

Variances  Allowed 

Any  person  desiring  to  erect  any  structure,  or  increase  the  height  of  any  structure, 
or  i)ermit  the  growth  of  any  tree,  or  otherwise  use  his  propert.v  in  violation  of  air- 
port zoning  regulations  adopted  under  this  article,  may  apply  to  the  administrative 
agency  for  a  variance  from  the  zoning  regulations  in  question.  Such  variances  shall 
be  allowed  where  a  literal  application  or  enforcement  of  the  regulations  would  result 
in  practical  difficulty  or  unnecessary  hardship  and  the  relief  granted  would  not  be 
contrary  to  the  public  interest  but  do  substantial  justice  and  be  in  accordance  with 
the  spirit  of  the  regulations  and  this  article  ;  provided,  that  any  variance  may  be 
allowed  subject  to  any  reasonable  conditions  that  the  administrative  agency  may 
deem  necessary  to  effectuate  the  purpose  of  this  article. 

Permits  Conditioned 

In  granting  any  permit  or  variance  under  this  section,  the  administrative  agency 
may,  if  it  deems  such  action  advisable  to  effectuate  the  purposes  of  this  article  and 
reasonable  in  the  circumstances,  so  condition  such  permit  or  variance  as  to  require 
the  OAvner  of  the  structure  or  tree  in  question  to  permit  the  city  and  county,  at  its 
own  expense,  to  install,  operate,  and  maintain  thereon  such  markers  and  lights  as 
may  be  necessary  to  indicate  to  i^yers  the  presence  fo  an  airport  hazard. 

Court  Review 

50485.11.  Any  person  aggrieved  or  taxpayer  affected  by  any  decision  of  the  ad- 
ministrative agency  or  of  any  governing  body  of  a  city  or  county,  may  petition  a 
court  for  a  review  of  the  matter  in  accordance  with  law. 

The  court  shall  have  exclusive  jurisdiction  to  affirm,  modify,  or  set  aside  the 
decision  brought  up  for  review,  in  whole  or  in  part,  and  if  need  be.  to  order  further 
proceedings  by  the  administrative  agency.  The  findings  of  fact  of  the  administrative 
agency,  if  supported  by  substantial  evidence,  shall  be  accepted  by  the  court  as  con- 
clusive, and  no  ol)jection  to  a  decision  of  the  administrative  agency  shall  be  con- 
sidered by  the  court  unless  such  objection  shall  have  been  urged  before  the  admin- 
istrative agency,  or,  if  it  was  not  so  urged,  unless  there  were  reasonable  grounds 
for  failure  to  do  so. 

In  any  case  in  which  airport  zoning  regulations  adopted  under  this  article, 
although  generally  reasonable,  are  held  by  a  court  to  interfere  with  the  u.se  or 
enjoyment  of  a  particular  structure  or  parcel  of  land  to  such  an  extent,  or  to  be  so 
onerous  in  their  application  to  such  a  structure  or  parcel  of  land,  as  to  constitute 
a  taking  or  deprivation  of  that  property  in  violation  of  the  Constitution  of  this 
State  or  the  Constitution  of  the  United  States,  such  holding  shall  not  affect  the 
application  of  such  regulations  to  other  structures  and  parcels  of  laud. 
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Violations 

r.()4Sij.ll2.  Ench  violation  of  this  article  or  of  any  ro^Milations,  orders,  or  rulinKS 
pronnil^'ated  or  made  pursuant  to  this  article,  shall  constitute  a  inisdenieanor.  In 
addition,  the  city  or  county  adopting  zoning;  rcKulations  under  this  article  may 
institute  in  any'  court  of  competent  jurisdiction  an  action  to  prevent,  restrain, 
correct  or  ahate  any  violation  of  this  article,  or  of  airport  zoning  regulations 
adopted  under  this  article,  or  of  any  order  or  ruling  made  in  connection  with  their 
administration  or  enforcement,  and  the  court  shall  adjudge  to  the  plaintiff  such 
relief,  by  way  of  injunction  (which  may  be  mandatory)  or  otherwise,  as  may  be 
proiH'r  under  all  the  facts  and  circustances  of  the  case,  in  order  fully  to  effectuate 
the  iniri)ose  of  this  arti'lc  and  of  the  regulations  adopted  and  orders  and  rulings 
nnule  pursuant  thereto. 

rA)4H~KV.i.  In  any  case  in  which:  (a)  it  is  desired  to  remove,  lower,  or  otlierwi.se 
terminate  a  nonconforming  structure  or  u.se ;  or  (h)  the  api)roach  [irolection  neces- 
sary cannot,  ])ecause  of  constitutional  limitations,  he  provided  liy  airport  zoning 
regulations  under  this  article;  or  (c)  it  appears  advi.sai)le  that  the  necessary 
approach  protection  be  provided  by  acquisition  of  i)roi)erty  rights  rather  than  by 
airport  zoning  regulations,  the  city  or  county  within  which  the  property  or  non- 
conforming u.se  is  located  or  the  city  or  county  owning  (he  airport  or  served  by  it 
may  acquire,  by  purchase,  grant,  or  condemnation  in  the  manner  provided  by  the 
law  under  which  a  city  or  county  is  authorized  to  acquire  real  property  for  public 
purposes,  such  air  right,  air  navigation  easement,  or  other  estate  oi-  inti-rest  in  the 
j)roperty  or  nonconforming  structure  or  use  in  question  as  may  he  necessary  to 
effectuate  the  purposes  of  this  article.  In  the  case  of  the  purchase  or  grant  of  any 
proiierty  or  any  easement  or  estate  or  interest  therein  or  the  acquisition  of  the 
same  by  the  power  of  eminent  domain  by  a  city  or  county  making  such  purchase 
or  exercising  such  power,  there  shall  be  included  in  the  damages  for  the  taking, 
injury  tir  destruction  of  property  the  cost  of  th(>  removal  and  relocation  of  any 
striicture  or  public  utility  which   is  required  to  be  moved  to  a  new  location. 

Constitutional  Power 

r)(l4S."i.l4.  Neither  this  article  nor  anything  expres.sed  in  it  is  intended  to  be  or 
is  to  be  construed  as  a  denial  of  the  power  of  local  governing  bodies  and  agencies 
to  provide  for  zoning  regulations  pursuant  to  Article  XI,  Section  11,  of  the  Con- 
stitution. 

4.  Airport  Zoning  by  Counties  (Government  Code) 

Effective  Zoning  Ordinance  Requirements 

2<><»U7.  Any  zoning  ordinance  adopted  after  October  1,  194!),  by  any  county, 
shall  not  be  effective,  nor  shall  any  zoning  ordinance  prc'viously  adopted  remain 
effective  six  moutlis  after  the  effective  date  of  this  act  nnless : 

(a)  A  provision  is  made  in  the  ordinance  foi-  suitable  areas  in  which  airports 
may  be  located  as  conforming  uses,  or 

(b)  A  finding  is  made  by  the  governing  body  of  the  county  that  there  is  no  site 
in  the  area  zoned  suitable  for  an  airport. 

(.Vdded  by  Stats.  V.)',:^,  Vh.  170.) 

Notice,  etc.,  of  Finding 

li(Mr_'S.  The  finding  required  by  Section  2(>027  .shall  not  be  made  without  notice 
and  f>pi)ortunity  to  he  heard  being  given  to  all  interested  persons.  Notice  shall  be 
given  by  publication  pursuant  to  Section  (iOCA  in  a  newspaper  of  general  circula- 
tion published  in  the  county,  or,  if  there  is  none,  in  a  newspai)er  of  general  circu- 
lation publisiied  in  an  adjoining  county.  The  notice  shall  specify  the  date  of  hearing. 

(Amended    by   Stats.   19,'57,   Ch.  357.) 

5.  County  Contributions  to  United  States  for  Airports  (Government  Code) 
Acquisition  of  Airports 

L'Cdijii.  Till-  bo;iid  (>r  supei\isors,  i)y  a  four-fifths  vote,  nniy  contribute  money 
to  the  Initcd  Slates  for  the  accjuisition  or  improvement  by  the  United  States  or 
any  of  its  autiiorized  agencies  of  airports  in  the  county,  when,  in  the  judgment  of 
the  Ito.ird   it   is  in  the  interest  of  the  county  so  to  do. 

(Added   by   Stats.   1947,  Ch.  587.) 
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6.   County  Aid  to  Cities  for  Airports  (Government  Code) 

2(i(>21.  r>.v  ii  resolution  adopted  by  a  four-fifths  vote  of  its  nKMiibors,  the  l)oar(l 
may  dcterniiMe  thai  the  ae(iuisllioii  I)y  purciiase,  condemnation,  h'ase,  or  otherwise 
of  real  or  personal  jjroperty  for  the  construction  and  completion  of  improvements 
necessary  and  convenient  for  any  of  the  following  purposes  is  of  general  county 
interest,  and  that  county   aid  shall  he  extended   for: 

(a)  The  maintenance  of  airports  owned  and  operated  by   cities. 

(b)  The  flyins   and   landing  of  aircraft. 

(c)  The  maintenance  of  hangars,  mooring  masts,  flying  fields,  and  jdaces  for 
flying,  t^ike off,  landing,  and  storage  of  aircraft,  together  with  signal  lights,  radio 
equipment,  service  shops,  conveniences,  appliances,  works,  structures,  and  other 
aircraft  facilities   now   known   or  hereafter   invented. 

(Added  by  Stats.  1947,  Ch.  424.) 

Resolution 

2(5022.  The  board  by  resolution  shall  specify  the  general  nature  of  the  im- 
provement proposed,  the  nature  of  the  aid  to  be  furnished  by  the  county,  and  any 
funds  from   which   the  aid  is  to  be  paid. 

(Added  by    Stats.   1!»47,  Ch.  424.) 

Types  of  Aid 

2(!02."*>.     The  county   may  give  aid  in  one  or  more  of  the  following  ways: 

(a)  Contribute  money. 

(b)  Acquire  and  deliver  material. 

(c)  Furnish  labor  or  engineering  serA'ices. 

(d)  Loan  its  road  building  machinery. 

(e)  Sell  any  county  property  to  any  city  within  the  county,  without  bid  and 
upon   such   terms  and   conditions   as  the  board  of  supervisors   deems  advisal)le. 

(Added  by   Stats.  1947,  Ch.  424.) 

Payment 

2(i()24.  The  expense  of  the  aid  may  be  paid  from  the  county  general  fund  and 
any   other  fund   available   for  the  purpose. 

(Added  by   Stats.  1947,  Ch.  424.) 

Unused  Aid 

2()(>2r>.     The  city   shall   use  all  aid  which   it  receives  for   the   activities  described 
in  the  resolution  and  shall  return  to  the  county  any  portion  which  is  not  so  used. 
(Added  by   Stats.  1947,  Ch.  424.) 

Effective  Zoning  Ordinance  Requirements 

26027.  Any  zoning  ordinance  adopted  after  October  1,  1949,  by  any  county, 
shall  not  be  effective,  nor  shall  any  zoning  ordinance  previously  adopted  remain 
effective  six  months  after  the  effective  date  of  this  act  unless  : 

(a)  A  provision  is  made  in  the  ordinance  for  suitable  areas  in  which  airports 
may  be  located  as  conforming  uses,  or 

(b)  A  finding  is  made  by  the  governing  body  of  the  county  that  there  is  no  site 
in  the  area   zoned  suitable  for  an  airport. 

(Added  by  Stats.  1953,  Ch.  170.) 

Notice,  etc.,  of  Finding 

26028.  The  finding  required  by  Section  26027  shall  not  be  made  without  notice 
and  opportunity  to  be  heard  being  given  to  all  interested  persons.  Notice  shall  be 
given  by  publication  pursuant  to  Section  60(i4  in  a  newspaper  of  general  circulation 
published  in  the  county,  or,  if  there  is  none,  in  a  newspaper  of  general  circulation 
published  in  an  adjoining  county.  The  notice  shall  specify  the  date  of  hearing. 

(Amended   by   Stats.    19r)7,   Ch.   857.) 

7.   Grant  of  Tidelands  in  San  Mateo  County  to  City  and  County  of  San  Fran- 
cisco for  Airport  Purposes  (Stats.  1943,  Ch.  987) 

An  act  granting  to  the  City  and  County  of  San  Francisco  certain  tidelands  and  suh- 
nierged  lands  belonging  to  the  State  of  California  and  situated  in  the  County  of 
San  Mateo  for  development  and  use  in  connection  with  the  San  Francisco  Airport 
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ill  San  Mateo  Coiniti/  and  ax  a  part  of  the  puhlic  airport  heing  used,  operated  and 
itiaititaiiied  hi/  the  Vitij  and  County  of  Han  Francifseo.  refiufating  the  management, 
use  and  control  thereof  and  authorising  the  reclamation  and  improvement  thereof 
all  in  conjunction  with  the  use,  operation  and  maiiifenauee  of  the  San  Francisco 
Airport  in  San  Mateo  County. 

In  Effect  August  4,  1943 
I  Approved  \,\  CuMTiiur  .June  2,  T.I48.  Filed  with  Sec-rotary  of  State  June  2,  194:^.] 

The  people  of  the  State  of  California  do  enact  as  folloirs: 

Grant 

Si;tTiO.\  1.  There  is  hereliy  granted  to  the  City  and  Cdunty  of  San  Francisco,  a 
municipal  corporation  of  tlie  State  of  California,  and  to  its  successors,  all  of  the 
ritjht,  title  and  interest  of  the  State  of  California  held  by  said  State  by  virtue  of 
its  sovereijinty  in  and  to  all  those  tidelands  and  suhnier}i:ed  lands  in  the  County  of 
San  Mateo  and  adjacent  to  the  lands  used,  owned  and  <iecupied  by  the  said  City  and 
County  of  San  Francisco  as  a  puhlic  airport,  which  said  land  or  lands  are  hounded 
and  descrii)ed  as  follows,  to  wit  : 

Description 

All  of  the  land  or  hin.ls  in  Sec.  2.  T.  4  S.,  K.  .">  W..  .M.  I).  I',.  &  M..  San  Mateo 
County.  California,  lyinjj  west  of  Tide  Land  Survey  No.  12,  as  recorded  in  Volume 
entitled,  "Tide  Lauds  Survey  1SGS-1S78,"  yaf;e  161),  Official  Records  of  San  Mateo, 
and  lying  east  of  the  easterly  boundary  of  Swamp  and  Overflowed  Lands  Surveys 
Nos.  11.  ~i~  and  110,  as  recorded  in  "School  Swamp  Land,  San  Mateo  County," 
pages  24,  W)  and  122,  respectively.  Official  Record  of  San  Mateo  County. 

Use:  Prohibition:  Power  to  Reclaim,  Fill,  etc. 

Sec.  2.  The  said  lauds  when  acquired  by  the  City  and  County  of  San  Francisco 
will  be  used  by  said  city  and  county  and  its  .successors  only  for  airport  uses  in  con- 
nection with  the  lands  at  present  owned  or  hereafter  acquired  by  said  City  and 
County  of  San  Francisco  for  airport  purposes  in  San  Mateo  County  and  as  a  part 
of  the  public  airport  now  being  used,  operated  and  maintained  by  said  City  and 
County  of  San  Francisco  in  the  said  County  of  San  Mateo.  All  of  said  real  property 
shall  be  forever  held  by  the  City  and  County  of  San  Francisco  for  the  purpose  of  a 
public  airport  and  the  City  and  County  of  San  Francisco  shall  not  at  any  time  grant, 
convey,  lease,  give  or  alien  said  real  property  or  any  i)art  thereof  to  any  individual. 
firm,  or  cori»oration  whatever.  The  said  City  and  County  of  San  Francisco  shall,  ami 
it  is  hereby  authorized  to,  reclaim,  till  and  raise  any  part  of  the  aforesaid  lands  as 
the  same  may  be  necessary,  convenient  or  appropriate  for  airport  uses  and  to  sur- 
round the  same  with  adetiuate  bulkheads  or  retaining  walls  and  to  construct  thereon 
such  structures,  appliances  and  facilities  as  may  be  nece.ssary  in  order  to  make  the 
most  efficient  use  of  said  lands  in  conjunction  with  the  use  of  the  adjoining  lauds 
which  it  may  now  own  or  hereafter  acquire  for  airi)ort  purposes. 

Power  to  Dredge 

Sf.c.  3.  That  for  the  i)urpose  of  obtaining  material  to  reclaim  and  fill  the  lands 
hereby  granted  to  the  City  and  County  of  San  Francisco,  the  said  city  and  county 
may  dredge  said  lands  and  adjacent  submerged  lands. 

Reservations  to  State 

Skc.  4.  There  is  hereity  excepted  and  re.served  to  the  State  of  California  all  de- 
posits of  minerals  including  oil  and  gas  in  the  lands  granted  by  this  act  and  there  is 
re.seryed  to  the  State  of  California,  or  persons  authorized  by  the  State  of  California, 
the  right  to  prospect  for,  mine,  and  remove  such  deposits  from  the  real  property 
granted  anri  to  occupy  iind  use  so  much  of  the  .surface  as  may  be  required  therefor. 

Reversion 

Si;c.  .").  Ipon  the  cessatiim  liy  the  City  and  County  of  San  Francisco  of  use  of 
the  pnqierty  herein  gnmted,  under  the  terms  and  conditions  outlined  in  Section  2 
hereof,  or  ujion  use  of  the  property  for  purposes  other  than  for  which  the  property 
is  herein  granted,  unless  such  other  use  is  merely  incidental  to  the  use  for  which 
the  pnqierty  is  herein  granted,  the  projierties  herein  granted  shall  immediately  revert 
to  the  State,  and  control  of  the  same  by  the  City  and  County  of  Saii  I'r.iiH  isco  shall 
cease. 
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8.   Grant  of  Tidelands  in  San  Mafeo  Counfy  to  City  and  County  of  San  Fran- 
cisco for  Airport  Purposes  (Stats.  1947,  Ch.  872) 

An  act  to  firaiil  fo  the  Cifi/  rnul  Coinili/  of  i<tin  Franehco  aiii/  and  all  rif/lit,  litlc 
and  interest  of  the  Htate  of  California  in  and  to  those  certain  tide  and  suhmerged 
lands  and  situated  in  the  Covnty  of  San  Mateo  for  developtnent  and  nse  in  con- 
ned ion  trith  the  San  Francisco  Airport  in  San  Mateo  Count!/  and  as  a  part  of 
the  public  airport  heing  used,  operated  and  )naintained  hy  the  City  and  County  of 
San  Francisco,  regulating  the  nianagenient,  use  and  control  thereof,  and  authoriz- 
ing the  reclamation  and  iinprorenicnt  thereof,  all  in  conjunction  vith  the  use, 
operation   and  maintenance  of  the  San    Franc'nco   Airport   in    San    Mateo   County. 

In  Effect  September  19,  1947 

r Approved  hy  novcrnor  Juno  20.  1!)47.  Filod  with  Socrotary  of  Stnto  Juno  20,  1!)47.| 

The  people  of  tJie  State  of  Califoruia  do  enact  as  folloirs: 
Grant  of  Tidelands  to  San  Francisco 

Section  1.  There  is  hereby  granted  to  the  City  and  County  of  San  Francisco, 
a  municipal  corporation  of  the  State  of  California,  and  to  its  successors,  all  of  the 
right,  title  and  interest  of  the  State  of  California  held  by  said  State  by  virtue  of  its 
so\ereignt,v  in  and  to  all  those  tidelands  and  submerged  lands  in  the  County  of  San 
Mateo  and  adjacent  to  the  lands  used,  owned  and  occupied  by  the  said  City  and 
County  of  San  Francisco  as  a  public  airport,  which  said  land  or  lands  are  bounded 
and  described  as  follows,  to  wit : 

Parcei.  1 
Description:   Parcel  1 

Beginning  at  a  point  at  the  intersection  of  the  Mean  Low  Tide  Line  of  San  Fran- 
cisco liay  and  the  north  line  of  the  south  half  of  the  south  half  of  Sec.  27,  T.  3  S., 
R.  5  W.,  ]M.  D.  P>.  &  ^L,  thence  running  east  along  said  north  line  to  the  west  line 
of  Tide  Lot  17.  in  said  Sec.  27,  thence  north  along  said  west  line  .10  feet,  thence 
north  75  degrees  OU  minutes  east  l,3(i0.61  feet  to  a  point  in  the  east  line  of  Tide  Lot 
24  in  Sec.  2(5,  T.  3  S.,  R.  5  W..  thence  east  ;i30  feet,  thence  south  68  degrees  00 
minutes  east  1,007.7")  feet  to  the  northwest  corner  of  Tide  Lot  28  in  said  Sec.  26, 
thence  east  along  the  north  line  of  said  Tide  Lot  28  and  Tide  Lots  29  and  30  in  said 
Sec.  26  to  the  northeast  corner  of  said  Tide  Lot  30,  thence  south  along  the  east  line 
of  said  Tide  Lot  30,  1,320  feet  to  the  north  line  of  Sec.  3.1,  T.  3  S.,  R.  5  W.,  thence 
east  along  said  north  line  and  the  north  line  of  Sec.  36,  T.  3  S.,  to  the  northwest 
corner  of  the  northwest  quarter  of  the  northeast  quarter  of  said  Sec.  36,  thence 
south  1,320  feet  along  the  west  line  of  said  quarter  quarter  section  to  the  southwest 
corner  thereof,  thence  east  1,320  feet  to  the  southeast  corner  thereof,  thence  south 
5,280  feet  along  the  east  line  of  said  quarter  quarter  section  and  the  east  line  of  the 
Avest  half  of  the  southeast  quarter  of  said  Sec.  36,  and  the  west  line  of  the  northeast 
quarter  of  the  northeast  quarter  of  Sec,  1,  T.  4  S.,  R.  5  W.,  thence  east  660  feet 
along  the  south  line  of  said  quarter  quarter  section,  to  the  west  line  of  the  east  half 
of  the  east  half  of  the  east  half  of  said  Sec.  1,  thence  south  2,640  feet  along  said  w^est 
line  to  the  north  line  of  the  south  half  of  the  south  half  of  said  Sec.  1,  thence  east 
660  feet  along  said  north  line  to  the  east  line  of  said  section,  thence  south  1,320  feet 
along  said  east  line  to  the  southeast  corner  of  said  section,  thence  west  5,280  feet 
along  the  south  line  of  said  Sec.  1  to  the  southwest  corner  thereof,  thence  south  500 
feet  along  the  east  line  of  Sec.  11,  T.  4  S.,  R.  5  W.,  thence  west  to  the  Mean  Low 
Tide  Line  of  San  Francisco  Bay,  thence  northerly  along  the  IMean  Low  Tide  Line 
of  San  Francisco  Bay  to  the  point  of  beginning. 

Parcel  2 
Same:  Parcel  2 

The  west  half  of  the  northeast  quarter  of  tlie  southeast  quarter,  the  east  half  of 
the  northwest  quarter  of  the  southeast  quarter  and  the  westerly  100  feet  of  the 
southeast  quarter  of  the  southeast  quarter  of  Sec.  8,  T.  4  S.,  R.  4  W.,  M.  D.  B.  &  M. 

Sec.  2.  The  said  lands  when  acquired  by  the  City  and  County  of  San  Francisco 
will  be  used  by  said  city  and  county  and  its  successors  only  for  airport  uses  in 
connection  with  the  lands  at  present  owned  or  hereafter  acquired  by  said  City  and 
County  of  San  Francisco  for  airport  purposes  in  San  Mateo  County  and  as  a  part 
of  the   public  airport   now   being   used,   operated   and   maintained   by   said   City   and 
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C'liunty  of  Sjin  Francisco  in  the  said  County  of  San  Mateo.  All  of  said  real  property 
shall  l)e  forever  held  by  the  City  and  County  of  San  Francisco  for  the  purpose  of  a 
jiuhiic  airport  and  the  City  and  County  of  San  Francisco  shall  not  at  any  time 
^'rant  or  convey,  said  real  property  or  any  part  thereof  to  any  individual,  firm,  or 
corporation  whatever;  provided,  that  said  city  and  county,  or  its  successors  in 
interest  may  jrrant  franchises  or  leases  thereon  for  limited  jieriods  (l)ut  in  no  event 
to  exceed  ."i(»  years  I  for  airi)ort  i)urposes.  The  said  City  and  Covinty  of  San  Fran- 
cisco shall,  and  it  is  hereby  authorized  to,  reclaim,  fill  and  raise  any  part  of  the 
aforesaid  lands  as  the  same  may  he  necessary,  convenient  or  appropriate  for  air- 
port u.ses  and  to  surround  the  same  with  adequate  l)ulUhea<ls,  or  retainiii};  walls  and 
to  c<mstruct  thereon  such  structures,  appliances  and  facilities  as  may  i)e  necessary 
in  order  to  make  the  most  efticient  use  of  said  lands  in  conjunction  with  the  use  of 
the  adjoiniiifi  lands  which  it  may  now  own  or  hereafter  ac(|uire  for  airi)ort  purposes. 

Reservation  of  Minerals,  etc. 

Skc.  ."i.  There  is  liei('l)y  excepted  and  reserved  to  tiie  Stiite  of  California  all 
deposits  of  minerals  includiuf;  oil  and  5,'as  in  the  lands  j;r:nited  by  this  ;ict  and  there 
is  reserved  to  the  State  of  California,  or  persons  authorized  by  the  State  of  Cali- 
fornia, the  ri^'ht  to  i)ros'pect  for,  mine,  and  remove  such  deposits  from  the  real 
property  jrranted  and  to  occupy  and  use  so  much  of  the  surface  as  may  be  reipiired 
tiierefor;  provided,  that  the  exercise  of  the  rights  excepted  and  reserved  herein 
shall  not  interfere  with  the  use  of  the  aforesaid  lands  as  an  airport  or  any  cor- 
related purpose. 

Reversion  Conditions 

Sk<  .  1.  I  |Miii  the  cessation  by  the  City  and  Cuiinty  of  San  Francisco  of  use  of 
the  properly  liereiu  ^jranted,  under  the  terms  and  conditions  outlined  in  Section  2 
tiiereof.  or  upon  use  of  the  proju-rty  for  puri)oses  other  than  for  which  the  prop- 
erty is  herein  {granted,  unless  such  other  use  is  merely  incidental  to  the  use  for 
which  the  property  is  herein  granted,  the  properties  herein  granted  shall  immediately 
revert  to  the  State,  and  control  of  the  same  by  the  City  and  County  of  San 
Francisco  shall  cease. 

Dredging 

Si:(  .  ."1.  Autbority  to  Dredge  Lands.  That  for  the  puriiose  of  obt.uning  mate- 
rial to  reclaim  and  fill  the  lands  herei)y  granted  to  the  ('ity  and  County  of  San 
Francisco,  the  said  city  and  county  may  dredge  said  lands. 

9.    Granf   of   Tidelonds   to   Ciiy   of  Oakland   for  Airport  and   Other   Purposes 
(Stats.  1943,  Cfi.  607) 

All   n<t  (innitiuii  irrhiiii   xiill    mnmh.   fvlc  mid  SHhiiinurd   laiuls  of   the   Stnfc  of  CiiJi- 
foniiu  io  I  III   ('ill/  of  Oahhiiid.  iwliidiiifi  fhe  iiKinnnciiiciil,  use  and  roiilrol  thereof. 

In  Effect  August  4,  1943 

I  Approved  l)y  (Jovernor  May  1!),  1!)4.";.      Filed  witii  Secretarv  of  State 
May  1!),  I!t48.] 

The  i)eoi)le  of  the  Slate  of  Cnlifoniiu  do  enact  as  follow.s: 
Grant 

Skction  1.  There  is  hereby  granted  to  the  City  of  Oakland,  a  municipal  corpo- 
ration of  the  State  of  California,  and  to  its  succes.sors,  all  of  the  right,  title  and 
interest  of  the  Stjile  of  California  held  i)y  said  St;iie  by  virtue  of  its  sovereignty 
in  and  to  all  lamls.  salt  marsh,  tidelands  and  sul)inerged  lands.  whiMlier  filled  or 
unfilled,  included  within  that  portion  of  the  unincorporated  territory  of  the  County 
of  Alameda,  State  of  California,  described  as  follows: 

Mounded  on  the  northeast  and  east  by  the  southwesterly  l)oundary  line  of  the 
Hancho  San  Lean<lro  as  finally  confirmed  to  .lose  .Joaiiuin  Kslndillo.  and  the  patent 
of  which  was  recorded  November  HO,  1803  in  Hook  "A"  of  patents,  at  page  !(»."», 
Alameda  County  records;  on  the  southwest  by  the  boundary  line  of  the  City  of 
Oakland  as  exIeniU'd  by  the  board  of  supervisors  of  the  County  of  Alameda  by  its 
HesoIiKion  No.  .•fJT.'il  tiled  on  August  10.  VX\H  witii  the  Secr.'iary  of  St.ite  of  the 
Stale  of  California,  and  the  nortiieast  i)oun(l;iry  of  tide  lots  nund)ered  4.  3,  14  ami 
l.'i.  .M'clion  .■'.;{.  T.  L'  S..  U.  ;{  \V..  as  shown  on  Sale  M!i|)  \o.  10  r)f  salt  nuirsli  and 
tidelands,   etc.,    prepared    under   the   direction    of    the    I'.oard    of   Ti<le    Land    Commis- 
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sioners  of  the  State  of  California;  and  on  ilio  northwest  l).v  the  boundary  line  of 
the  City  of  Oakland;  saving  and  excepting  therefrom  tiie  right  of  way  or  strip  of 
land  occupied  by  the  railroad  line  of  Southern  Pacific  Company. 

Conditions 

To  be  forever  held  by  said  city,  and  its  successors,  in  trust  for  the  uses  and 
purposes  and  upon  the  express  conditions  following,  to  wit  : 

(a)  That  said  lands  shall  be  used  by  said  city,  and  its  succ(>ssors',  only  for  the 
establishment,  improvement  and  conduct  of  a  harbor,  including  an  airport  or  aviation 
facilities,  and  for  the  construction,  maintenance  and  operation  thereon  of  wharves, 
docks,  piers,  slips,  quays  and  other  utilities,  structures,  facilities  and  appliances 
necessary  or  convenient  for  the  i)roniotion  and  accommodation  of  commerce  and 
navigation  by  air  as  well  as  by  water,  and  said  city,  or  its  successors,  shall  not, 
at  any  time,  grant,  convey,  give  or  alien  said  lands,  or  any  part  thereof,  to  any 
individual,  firm  or  corporation  for  any  purposes  whiitever ;  provided,  that  said  city, 
or  its  successors,  may  grant  franchises  thereon  for  limited  periods  (but  in  no  event 
exceeding  fiO  years),  for  wharves  and  other  public  uses  and  purposes  and  may  lease 
said  lands,  or  any  part  thereof,  for  limited  periods  (but  in  no  event  exceeding  50 
years) ,  for  purposes  consistent  with  the  trust  upon  which  said  lands  are  held  by 
the  State  of  California,  and  with  the  requirements  of  commerce  and  navigation  at 
said  harbor. 

(b)  That  said  lands  shall  be  improved  by  said  city  without  expense  to  the  State, 
and  shall  always  remain  available  for  public  use  for  all  purposes  of  commerce  and 
navigation,  and  the  State  of  California  shall  have  at  all  times,  the  right  to  use, 
without  charge,  all  wharves,  docks,  piers,  slips,  quays,  and  other  improvements  and 
facilities  constructed  on  said  lands,  or  any  part  thereof,  for  any  vessel  or  other 
water  or  air  craft,  or  railroad,  owned  or  operated  by  the  State  of  California. 

(c)  That  in  the  management,  conduct  or  operation  of  said  harbor,  or  of  any  of  the 
utilities,  structures,  appliances  or  facilities  mentioned  in  paragraph  (a),  no  dis- 
crimination in  rates,  tolls,  or  charges  or  in  facilities  for  any  use  or  service  in  con- 
nection therewith  shall  ever  be  made,  authorized  or  permitted  by  said  city  or  its 
successors. 

Fishing  Rights 

(d)  There  is  hereby  reserved,  however,  in  the  people  of  the  State  of  California 
the  absolute  right  to  fish  in  the  waters  of  said  harbor  with  the  right  of  convenient 
access  to  said  waters  over  said  lands  for  said  purposes. 

Mineral  Deposits 

(e)  There  is  hereby  excepted  and  reserved  to  the  State  of  California  all  deposits 
of  minerals,  including  oil  and  gas,  in  said  land,  and  to  the  State  of  California,  or 
persons  authorized  by  the  State  of  California,  the  right  to  prospect  for,  mine,  and 
remove  such  deposits  from  said  land. 

Use  of  Lands  Without  Compensation 

(f)  The  lauds  herein  described  are  granted  subject  to  the  express  reservation 
and  condition  that  the  State  may  at  any  time  in  the  future  use  said  lands  or  any 
portion  thereof  for  highway  purposes  without  compensation  to  the  city,  its  suc- 
cessors or  assigns,  or  any  person,  firm  or  public  or  privae  corporation  claiming 
under  it,  except  that  in  the  event  improvements  have  been  placed  upon  the  property 
taken  by  the  State  for  said  purposes,  compensation  shall  be  made  to  the  person 
entitled  thereto  for  the  value  of  his  interest  in  the  improvements  taken  or  the 
damages  to  such  interest. 

10.   San  Francisco  Harbor  Airport  Facilifies  (Article  3,  commencing  at  Section 
1940,  Chapter  4,  Port  4,  Division  6,  Harbors  and  Navigation  Code) 

Article  3.     Aircraft   Facilities 
(Added  by  Stats.  1937,  Ch.  372) 

1940.     As  used  in  this  article  : 

Aircraft 

"Aircraft"  includes  any  contrivance  used  or  designed  for  navigation  or  flight  in 
the  air,  except  a  parachute,  or  other  contrivance  designed  for  air  navigation  but 
used  primarily  as  safety  equipment. 
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Airport 

l!t41.  "Airport"  IirIiuIos  any  tt-rmiiial  laiidiu}:  field  or  other  supporting  surface, 
including'  elevated  jdatfornis.  structures  fixed  thereto  or  anchored  or  floatini;  thereon, 
which  is  suital)le  for  the  landiu};  or  taking;  off  of  aircraft. 

Platform 

l!l4:i.  "Platform"  includes  any  terminal  landinj;  or  other  supporting  surface, 
elevated  <u-  otherwise,  which  is  suitahle  for  the  landing  or  taking  off  of  aircraft. 

Air  Navigation   Facility 

1!>-1:!.  "Air  navigation  facility"  includes  any  airport,  lauding  platform,  liglit.  or 
other  signal  stnuture.  radio  directional  finding  facility,  radio  or  other  electrical  com- 
munication facility,  and  any  other  structure  or  facility  used  as  an  aid  to  air  navi- 
gation. 

Power  to  Construct  and  Maintain 

11144.  The  hoard  nia\  ctmstruct,  keep,  inainl.iin  and  improve,  upon  any  of  the 
proiierty  under  its  control,  at  any  location  or  locations  which  arc  advisable  and  the 
needs  of  commerce  require,  any  number  of  platforms,  or  places  for  the  landing  of 
aircraft,  airports  or  any  air  navigation  facility,  ai)purtenance,  convenience  or  re- 
(luirement  necessary  or  useful  in  conjunction  with,  and  in  the  furtherance  of  needs 
of  ciinimerce  by  aircraft. 

Regulations 

l!t4.").  The  board  may  by  rules  and  regidations  control  the  u.se  of  such  places  of 
lauding,  or  of  moorage,  ami  the  u.se  of  other  property  within  its  jurisdiction  for  any 
other  kind  of  transportation,  so  as  not  to  interfere  with  the  transportation  by  air. 
It  may  regulate  the  receipt,  deposit  aud  removal  of  property,  and  the  embarkation 
or  debark;iti<)n  of  passengers  to  and  from  such  landing  places  or  moorage. 

Fees  and  Tolls 

It  may  charge  fees  and  tolls  for  the  use  of  lauding  places  or  for  moorage,  ami  it 
has  a  lien  t<i  enforce  the  payment  thereof. 

General  Powers 

It  may  lease,  or  assign  for  oper.ation,  any  space  or  area,  appurtenance,  appliance 
or  other  convenience  necessary  or  usefvil  in  connection  therewith,  and  it  may  do 
and  reiruliite  all  things  necessary  in  conjunction  with  air  tr.-iilic,  uiion  or  over  the 
pro|)erty  within  its  jurisdiction.  It  has  the  jurisdiction,  and  may  exercise  the  powers, 
and  perform  the  duties,  authorized  by  this  part,  so  far  as  tiiey  apply  to  air  traffic 
and  are  consistent  therewith. 

II.   Sale  and  Lease  of  Airports  by  Cifies  (Article  3.5,  commencing  at  Section 
37440,  Chapter  5,  Part  2,  Division  3,  Title  4,  Government  Code) 

Article  '■'>.'>.     Sales  and  Leases  of  Airports 
(Article  added  by  Stats.  1957,  Ch.  1552) 
Alternative  Provisions 

.■{7-WO.  The  provisions  of  this  article  are  altern.it ive  to  Sections  .37350  and  .37.351 
of  this  code  and  any  other  authority  granted  by  law  to  cities  to  dispose  of  city-owned 
property. 

Application 

.''.7441.  This  article  applies  only  to  a  municipal  airport  or  property  owue<l  by  a 
city  for  the  purpo.ses  specified  in  Section  .37442.  which  property  is  restricted,  under 
the  terms  of  the  instrument  conveying  the  proiierty  to  the  city,  to  u.se  for  airport 
purposi's. 

Sale  or  Lease  of  Property:   Purposes 

.37442.  rursujint  fo  this  article  the  legislative  body  of  a  city  may  .sell,  or  lease 
for  a  term  not  exceeding  L'O  years  with  ;in  optitni  to  iiurchase,  any  municipal  airiiort 
op  any  property  owned  by  .i  city  fur  .lirport  purposes  or  purposes  incidental  to  air- 
craft, including; : 

(a)  .\L-inufaclure  of  aircraft,  airplane  engines,  jind  aircraft  etpiipnienl.  p.arts,  aud 
accessories. 
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(h)  Construction  and  mainteniiuco  of  hnnRars,  mooring  masts,  flyinj;  fiolds,  sijjnal 
lights,  radio  ecjuipmont,  service  shops,  oonvonienccs.  appliances,  works,  structures, 
and  other  air  navigation,  aircraft,  and  air))Iane  engine  inanufacturing  plaids  and 
facilities. 

The  sale  or  lease  shall  he  made  in  such  manner  and  niion  such  terms  and  <'ondi- 
tions  as  the  legislative  hody  may  specify. 

Payment 

;{744.S.  In  any  sale  or  lease  of  iiropcrty  with  (ipfion  to  purchase,  nnide  or  entered 
into  iHirsuant  to  Section  .".7442,  the  purchase  price  for  any  property  sold  or  the 
consideration  for  or  rentals  payahle  imrsuaut  to  any  lease  shall  he  payahle  at  such 
times  and  in  such  amounts  as  the  legislative  body  may  determine.  In  any  sale  or 
lease  of  such  property  with  option  to  purchase,  the  legislative  hody  may  provide 
that  all  or  any  part  of  the  unpaid  portion  of  the  purchase  price  shall  he  secured  by 
a  mortgage  or  deed  of  trust.  Where  such  property  is  leased  with  an  option  to  pur- 
chase, the  legislative  body  may  provide  that  all  or  any  ]K)rtion  of  the  consideration 
paid  for  or  rentals  received  by  the  city  under  said  lease  may  he  credited  against  the 
purchase  price  specified  therein.  Any  sale  or  lease  of  such  ])ro])erty  with  option  to 
purchase  shall  be  made  subject  to  any  duty  or  obligation  impo.sed  liy  law  or  contract 
upon  the  city  with  respect  to  such  pro))erty.  Any  sale  of  such  propei'ty  shall  be 
made  subject  to  the  requirement  that  the  purchaser  use  the  property,  or  allow  the 
use  of  such  propert.\',  as  a  pid)lic  airport  for  not  less  than  10  years  from  the  date 
of  the  sale  unless  earlier  discontinuance  of  such  use  is  permitted  by  the  Administra- 
tor of  the  Civil  Aeronautics  Administration  of  the  United  States  Department  of 
Commerce. 

Ordinance 

o7444.  No  sale  or  lease  of  any  property  with  option  to  purchase  shall  be  made 
or  entered  into  pursuant  to  Section  37442  except  when  previously  authorized  by 
ordinance  adopted  by  a  four-fifths  vote  of  all  members  of  the  legislative  body.  No 
vote  of  the  electors  of  the  city  shall  be  required  to  authorize  any  such  sale  or  lease 
of  property  with  option  to  purchase,  but  any  ordinance  adopted  authorizing  such 
sale  or  lease  shall  be  subject  to  referendum  in  the  manner  provided  by  law. 

72.  Leasing  of  City  Property  for  Airport  Purposes  (Government  Code) 

Airport  Purposes,  etc. 

37.S<S!).  A  city  may  lease  or  sublease  piopi^rty  owned,  leased,  or  otherwise  con- 
trolled by  it  for  not  to  exceed  50  years  for  airport  purposes  or  purposes  incidental 
to  aircraft,  including: 

(a)  Manufacture  of  aircraft,  airplane  engines,  and  aircraft  equipment,  parts,  and 
accessories. 

(b)  Construction  and  maintenance  of  hangars,  mooring  nnists,  flying  fields,  signal 
lights,  radio  equipment,  service  shops,  conveniences,  appliances,  works,  structures, 
and  other  air  navigation,  aircraft,  and  airplane  engine  manufacturing  plants  and 
facilities. 

(Added  by  Stats.  1949,  Ch.  79). 

13.   Validation  of  Airport  Leases  (Stats.   1931,  Ch.   1193) 

An  act  validating  all  leases  entered  into  hy  )iniiiicipalitics  in  and  fo  lands  for  fair  or 
exhibition  or  airport  purposes. 
[Approved  )>y  the  (Jovernor  .Tune  19,  lO.'tl.      In  effect  August  14,  19.31.] 

The  people  of  the  State  of  California  do  enact  as  follows: 
Leases  for  Fairs,  etc.,  Validated 

Skction  1.  All  leases  of  real  property  of  any  municipality,  to  the  county,  State 
or  any  political  subdivision  thereof  heretofore  entered  into  by  a  municipality,  for 
lands  for  the  purpose  of  fairs  or  exhibitions  or  airports  for  a  period  not  to  exceed 
50  years,  are  herel)y  recognized,  approved  and  ratified,  and  the  terms,  covenants 
and  conditions  thereof  shall  bind  the  parties  thereto,  their  successors  and  assigns. 
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DIVISION  III.     AIRFLIGHT  AND  TRANSPORTATION   LEGISLATION 

1.  Aircraft  Transportation  Brokers  Act. 

2.  Air  Transportation  to  (Jamhling  Ships. 

.'}.   Slioo(injj  Birds  or  Mammals  from  Airplane. 

4.  Herding  Birds  or  Ma7nmals  l)y  Airplane. 
.">.   Driving  (lame  liirds  l>y   Airplane. 

0.   Aircraft   Pest   Control   Operators. 

7.  Ileleasinf,'  Balloon  with  Bnrning  ^laterial. 

5.  .Jurisdiction  of  Offenses  on  Aircraft. 

!).  Sales  of  Alcoholic  Beverages  on  Airplanes. 

10.  Air  Travel  and  Flight  Insurance  of  State  Officers  or  Employees  Generally. 

11.  Flight  Insurance  of  Department  of  Fish  and  Game  Employees. 

12.  Exception  as  to  Aviation  I>osses  in  Group  Life  Insurance. 
IS.  Transi)ortation  Ticket  Insurance. 

14.  Travel  Insurance  Agents. 

].   Aircraft  Transportation  Brokers  Act  (Part  3,  commencing  at  Section  24001, 
Division  9,  Public  Utilities  Code) 

CllAl'TER    1.       GKXEKAL   PKOVISIOXS    AND   DEFINITIONS 

Section  Section 

24(K)1      Short  title  240(K)     "Air  carrier." 

24(M)2     Legislative  intent  "air  carriers" 

24(Ki;'.     Gonstruction  24<)()7     "Air  transportation" 

24(H)4     Definitions:  "aircraft"  240(»S     "Contracting  air  cargoes" 

24tKJ.")     "Aircraft  transportation  24(K)J)     "Secretary  of  State" 

liroker,"  "aircraft  transportation 

brokerage  business" 

CHAI'TEH    2.       AlRCRAI'T   TUANSPOUTATION    BrOKEK.S 

Section  Section 

24021  Unlawful  acts  24020     Misdemeanor 

24022  Surety  bond,  change  of  name  or  24027     Sej^arate  offenses 

address  2402.S     Bond  in  lieu  of  all  others,  local 
2402;*.     Statement  of  agency  regulation 

24024     Filing  fees  24029     Motor  clubs 

24023  Employees  exempt 

PART  3.     AIRCRAFT  TRANSPORTxVTION  BROKERS 
(Part  3  added  by  Stats.  1953,  Ch.  1448) 

Chapter  1.     General  Provisions  and  Definitions 
(Chapter  1  added  by  Stats.  1953,  Ch.  1448) 
Short  Title 

24(101.     This  part  niav  be  cited  as  the  "Aircraft  Transi)ortation  Brolcers  Act." 
(Ad.led  by  Stats.  19.53,  Ch.  1448.) 

Legislative  Intent 

24t(02.  The  liCgislature  declares  that  the  public  welfare  re(|uires  control  of  those 
per.sons,  whether  acting  individually  or  as  lirms,  a.s.sociations,  corporations  or  co- 
partnerships, who  hold  themselves  out  to  act  as  aircraft  transportation  brokers  for 
air  carriers  operating  either  in  intrastate  or  interstate  commerce  in  this  State  for 
compensation  and  that  the  public  welfare  requires  control  of  such  brokers  in  order 
to  eliminate  misleading,  decejjtive,  confusing  and  unfair  advertising  and  selling  prac- 
tices and  to  restore  public  confidence  in  air  travel. 
(Added  by  Stats.  1953,  Ch.  1448.) 

Construction 

24(H»3.     The  definitions  contained   in   this  cliai>ter  govern   the  constrn<'tion  of  this 
part. 

(Added  by  Stats.  19.53.  Ch.  1448.) 
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Definitions 

24004.  "Airci-aft"  moans  all  veliicles  of  fiisht  whic-h  are  llcciiisi'd  to  carry  10  or 
more  pas.seiis'ers,  whether  take-off  is  from  land  or  water. 

(Added  by  Stats.  VX>'A,  Ch.  1448.) 

2400r».  "Aircraft  transportation  broker"  or  "aircraft  transportation  brokerage 
business"  means  any  person,  firm,  association  or  corporation  engaf^ed  in  the  sale, 
solicitation  or  procurement  of  air  transportation  or  the  issuance  or  promise  to  issue 
any  ticket,  reservation,  scrip,  receipt  or  any  other  token  for  passenger  space  on  any 
aircraft. 

(Added  by  Stats.  l!)r,3,  Ch.  1448.) 

24000.  "Air  carrier"  or  "air  carriers"  means  any  individual,  partnership  or  cor- 
poration who  undertakes,  whether  directly  or  indirectly  or  by  lease  or  any  other 
arranjvement,  to  engage  in  air  transportation. 

(Added  by  Stats.  li»53,  Ch.  1448.) 

24007.  "Air  transportation"  means  intrastate,  interstate,  overseas  or  foreign 
transportation  of  passengers  by  aircraft. 

(Added  by  Stats.  1053,  Ch.  1448.) 

24008.  "Contracting  air  carrier"  means  an  air  carrier  named  in  a  writing  in 
which  it  contracts  that,  subject  to  any  terms  stated  therein,  it  will  carry  a  passenger 
by    aircraft. 

(Added  by   Stats.  1953,  Ch.  1448.) 

24009.  "Secretary  of  State"  means  the  Secretary  of  State  for  the  State  of  Cali- 
fornia. 

(Added  by  Stats.  1953,  Ch.  1448.) 

Chapter  2.     Aircraft  Transportation  Brokers 
(Chapter  2  added  by  Stats.  1953,  Ch.  1448) 
Unlawful  Acts 

24021.  It  is  unlawful  for  any  person,  firm,  association  or  corporation  to  act  or 
purport  to  act  as  an  aircraft  transportation  broker  or  to  engage  or  purport  to  engage 
in  the  aircraft  transportation  brokerage  business  within  this  State  without  first 
having  complied  with  the  provisions  of  either  Section  24022  or  Section  24023. 

(Added  by  Stats.  1953,  Ch.  1448.) 

Surety  Bond 

24022.  Any  aircraft  transportation  broker  shall  be  deemed  to  have  complied  with 
this  part  by  depositing  with  the  Secretary  of  State  a  surety  bond  executed  by  such 
broker  as  principal,  in  the  sum  of  five  thousand  dollars  ($5,000)  conditioned  on  the 
faithful  and  honest  conduct  of  business  by  the  broker  or  his  employees  or  agents. 
The  bond  shall  be  taken  in  the  name  of  the  people  of  this  State  and  every  person 
injured  by  the  wilful,  malicious  or  wrongful  act  of  the  principal  acting  in  the  course 
and  scope  of  his  occupation  or  business  or  by  any  official,  agent  or  employee  of  such 
principal  acting  in  the  course  or  scope  of  his  employment  or  agency,  may  bring  an 
action  on  the  bond  in  his  own  name  to  recover  damages  suffered  by  reason  of  such 
wilful,  malicious  or  wrongful  act. 

Change  of  Name  or  Address 

The  aircraft  transportation  broker  shall  notify  the  Secretary  of  State  within  10 
days  of  any  change  in  the  name  under  which  he  is  engaged  in  business  or  any 
change  in  each  and  every  address  at  which  the  aircraft  transportation  broker  is 
engaged  in  business  or  his  discontinuance  in  business.  The  aggregate  liability  of  the 
surety  company  for  any  and  all  claims  which  arise  under  the  bond  shall  in  no  event 
exceed  the  amount  of  the  penalty  of  the  bond. 

(Added  by   Stats.  1953,  Ch.  1448.) 

Statement  of  Agency 

24023.  Any  aircraft  transportation  broker  shall  be  deemed  to  have  complied  with 
this  part  by  filing  with  the  Secretary  of  State  a  written  statement  under  oath  that 
all  air  transportation  as  respects  which  the  broker  acts  or  purports  to  act  as  an 
aircraft  transportation  broker  is  issued  over  the  line  of  a  contracting  air  carrier  or 
carriers  which  has  authorized  the  broker  to  act  on  its  behalf  and  has  agreed  to 
furnish  transportation  according  to  its  published  tariffs  on  any  tickets  sold  by  said 
broker  or  to  refund  on  demand  according  to  its  published  tariffs  any  unused  tickets 
sold  by  the  broker.  Attached  to  the  written  statement  shall  be  documentary  evidence 
of  the  appointment  of  the  broker  to  act  for  such  contracting  air  carrier  or  carriers. 
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The   aircraft   transportation   broker   siiall   notify   the   Secretary   of   State   within   10 
(lays  of  any  change  in  the  aj;reenient  or  asreenients  between  him  and  the  contracting; 
air  carrier  or  carriers  which  he  is  authorized  by  agreement  to  represent. 
(Added  by   Stats.  W~>3,  Ch.  144S.) 

Filing  Fees 

24024.  No  filing  fee  shall  be  payable  for  the  deposit  of  the  bond  referred  to  in 
Section  24022.  There  shall  be  a  fee  of  five  dollars  ($5)  payable  to  the  Secretary  of 
State  for  the  filing  of  the  written  statement  referred  to  in  Section  2402;{. 

(Added  by  Stats.  IO.jS,  Ch.  1448.) 

Employees  Exempt 

24(>2r>.  No  compliance  wiiii  tiiis  i)art  shall  be  reijuired  of  a  bona  fide  employee 
of  an  aircraft  transportation  broker  if  the  broker  lias  complied  with  Section  24022 
or  2402.'^,  as  respects  activities  of  such  employee  performed  within  the  scope  of  his 
employment  and  while  his  employer  continues  to  comply  with  this  part. 

(Added  by  Stats.  195:?,  Ch.  144S.) 

Misdemeanor 
Separate  Offenses 

2402(k  Any  jierson  violating  any  provision  of  this  part  is  guilty  of  a  misdemeanor 
and  shall  be  jiunished  by  a  tine  of  not  more  than  five  hundred  dollars  (."j^.lOO)  or  by 
imiirisonment  in  the  county  jail  for  a  period  of  not  longer  than  si.\  (0)  months, 
or  by  both  such  fine  and  imprisonment.  Every  person  shall  be  deemed  guilty  of  a 
separate  offense  for  each  and  every  day  the  provisions  of  this  section  are  viohited  ; 
and  for  every  day  during  which  any  violations  of  this  section  or  its  provisions  con- 
tinue, such  pei'son  shall  be  punished  therefor  as  herein  provided. 

(Adde<l  by   Stats.  m~>:\,  Ch.  1448.) 

Bond  in  Lieu  of  All  Others 
Local   Regulation 

24027.  The  surety  bond  required  by  this  part  shall  be  in  lieu  of  any  other  bond, 
and  the  posting  of  a  bond  shall  not  be  required  by  any  local  authority.  This  pro- 
vision, however,  shall  not  prohibit  the  regulation  and  licensing  of  air  transportation 
brokers  by   any   city  or  county. 

(Added  by   Stats.  19r>3,  Ch.  1448.) 

Motor  Clubs 

24028.  The  provisions  of  Chapter  1  and  Chapter  2  of  Part  3,  Division  0  of  the 
Public  I'tilities  Code  shall  not  apply  to  any  person  or  organization  holding  a  cer- 
tificate of  authority  issued  under  the  provisions  of  Part  5  of  Division  2  of  the 
Insurance   Code. 

(Added  by  Stats.  1953,  Ch.  1448.) 


2.   Air  Transporfafion  fo  Gambling   Ships  (Article  3,   commencing   at  Section 
11300,  Chapter  3,  Title  1,  Part  4,  Penal  Code) 

Article  .'1.     Control  of  Gambling  Ships 
Section 


Krrtion 
113(M> 

11301 
11302 

11303 

11. ".04 
li:!05 

ii:!(m; 

11307 


Soliciting  etc.,  visit  to  gambling  11308 

ship  11.309 

"Craft"  11.310 
Soliciting  etc.,  visit  to  craft  for 

trip  to  gambling  .ship  11311 

Transporting  person  to  11312 

gambling  ship  11,313 

Transporting  person  to  craft  11314 
".Means  of  cnnvf-yancc" 

".M)aling  and  enjoining  11315 

nuisance"  ll!!  H! 

Hond  to  regain  possession  of  11317 

.seized  conveyance,  etc.  11318 


Temporary    injunction 

Actions  have  precedence 

Order  of  abatement,  c<ists  as 

lien 

Violation  of  injunction:  penalty 

Order  of  abatement,  seizure,  etc. 

Proceeds  of  sale 

Bond,  release  of  seized 

conveyance,  etc. 

Contem))t  fine  as  a  lien 

Penalty 

"(Janibling  ship" 

Saving  clause 
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Article  H.     Control  of  CJambling   Ships 
(Addod  by   Stilts.   l!)r)8,  Ch.  35) 

Soliciting,  etc.,  Visit  to  Gambling  Ship 

]13()().  It  is  unlawful  for  any  person,  witiiin  this  State,  to  solicit,  entice,  induce, 
persu.Kh'  or  procure,  or  to  aid  in  solicitiuK,  enticing,  inducinjj,  persuading  or  pro- 
curing any  person  to  visit  any  gambling  ship,  whether  such  gambling  ship  be  williin 
or  without   the   jurisdiction  of   the   State. 

"Ct-aft" 

li;U»l.  As  used  in  this  article  "craft"  includes  every  boat,  ship,  vessel,  craft, 
barge,  hulk,  float  or  other  thing  capable  of  floating. 

Soliciting,  etc.,  Visit  to  Craft  for  Trip  to  Gambling  Ship 

]lo()2.  It  is  unlawful  for  any  person,  within  this  State,  to  solicit,  entice,  induce, 
persuade  or  procure,  or  to  aid  in  soliciting,  enticing,  inducing,  persuading  or  pro- 
curing any  person  to  visit  any  craft,  whether  such  craft  is  within  or  without  the 
jurisdiction  of  the  State,  from  which  craft  any  person  is  transported,  conveyed  or 
carried  to  any  gambling  ship,  whether  such  gambling  ship  is  within  or  without  the 
jurisdiction  of  the   State. 

Transporting  Person  to  Gambling  Ship 

11303.  It  is  unlawful  for  any  person,  firm,  association  or  corporation  to  trans- 
port, convey  or  carry,  or  to  aid  in  transporting,  conveying  or  carrying  any  person 
to  any  gambling  ship,  whether  such  gambling  ship  is  within  or  without  the  juris- 
diction  of   the   State. 

Transporting  Person  to  Craft 

11304.  It  is  unlawful  for  any  person,  firm,  association  or  corporation  to  trans- 
port, convey  or  carry,  or  to  aid  in  transporting,  conveying  or  carrying  any  person 
to  any  craft,  whether  such  craft  is  within  or  without  the  jurisdiction  of  the  State, 
from  which  craft  any  person  is  transported,  conveyed,  or  carried  to  any  gambling 
ship,  w^hether  such  gambling  ship  is  within  or  without  the  jurisdiction  of  the 
State. 

"Means  of  Conveyance" 

1130.~i.  Any  boat,  ship,  vessel,  watercraft,  barge,  airplane,  seaplane  or  aircraft, 
hereinafter  called  "'means  of  conveyance,"  used  for  the  purpose  of  transporting, 
conveying  or  carrying  persons  in  violation  of  this  article  is  a  public  nuisance 
which  shall  be  enjoined,  abated  and  prevented. 

Abating  and  Enjoining  Nuisance 

11.300.  Whenever  there  is  reason  to  believe  that  a  nuisance  as  defined  in  this 
article  is  kept,  maintained  or  exists  in  any  county,  the  district  attorney,  in  the 
name  of  the  people,  shall,  or  any  citizen  of  the  State  resident  in  the  county,  in  his 
own  name,  may.  maintain  an  action  to  abate  and  prevent  the  nuisance  and  per- 
petually to  enjoin  the  person  or  persons  conducting  or  maintaining  it,  whether  as 
principal,  agent,  servant,  employee  or  otherwise,  from  directly  or  indirectly  main- 
taining or  permitting   the  nuisance. 

Unless  filed  l)y  the  district  attorney,  the  complaint  in  the  action  shall  be  verified. 

In  any  such  action  the  plaintiff,  at  the  time  of  issuing  the  summons,  or  at  any 
time  afterward,  may  have  the  means  of  conveyance,  with  its  tackle,  apparel  and 
furniture,  seized  and  kept  as  security  for  the  satisfaction  of  any  judgment  that 
may  be  entered  in  the  action. 

Bond  to  Regain  Possession  of  Seized  Conveyance,  etc. 

11307.  When  any  means  of  conveyance  is  seized  pursuant  to  Section  11306,  the 
owner  thereof  or  any  other  person  otherwise  entitled  to  possession  thereof  may 
apply  to  the  court  in  which  the  action  is  pending  for  leave  to  file  bond  and  regain 
possession  of  the  means  of  conveyance  during  the  pendency  of  the  proceedings.  The 
bond  shall  be  in  an  amount  determined  by  the  judge  to  be  the  actual  value  of  the 
means  of  conveyance  at  the  time  of  its  relea.se.  Upon  giving  said  bond  conditioned 
upon  compliance  with  the  terms  of  any  temporary  writ  of  injunction  entered  in 
the  action  and  upon  the  return  of  the  means  of  conveyance  to   the  custodv  of  the 
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court  in  the  event  the  same  is  ordered  forfeited,  the  person  on  whose  behalf  such 
bond  is  jtiven  shall  be  put  in  possession  of  said  nu'ans  of  conveyance  and  may  use 
it  until  it  is  linally  nrdcrcd  delivered  u\)  and  forfeited,  if  such  be  the  judgment 
of   the   court. 

Temporary  Injunction 

li;;(»S.  If  the  existence  of  a  nuisance  as  dcfiucd  in  this  article  is  shown  in  any 
actitui  brnufjht  thereunder  to  the  satisfaction  of  the  court  or  judge,  either  by  veri- 
fied complaint  or  affidavit,  the  court  or  judge  shall  allow  a  temporary  writ  of  in- 
junction to  abate  and  prevent  the  continuance  or  recurrence  of  the  nuisance. 

Except  when  granted  on  the  application  of  the  people,  on  granting  the  temporary 
writ  the  court  or  judge  shall  require  a  written  undertaking  on  the  part  of  the 
applicant,  with  sulhcient  sureties,  to  the  effect  that  he  will  pay  to  the  defendant 
enjoined  such  damages,  not  exceeding  an  amount  to  be  specified,  as  the  defendant 
sustains  by  reason  of  the  injunction  if  the  court  finally  decides  that  the  applicant 
was   not   entitled   to   it. 

Actions  Have  Precedence 

11309.  Action  brought  under  this  article  shall  have  precedence  over  all  other 
actions,  except  criminal  proceedings,  election  contests  and  hearings  on  injunctions. 

If  the  complaint  is  filed  by  a  citizen  it  shall  not  be  dismissed  by  him  or  for  want 
of  prosecution  except  upon  a  sworn  statement  made  by  him  and  his  attorney,  set- 
ting forth  the  reasons  why  the  action  should  be  dismissed,  and  by  dismissal  ordered 
by  the  court. 

In  case  of  failure  to  prosecute  the  action  with  reasonable  diligence,  or  at  the 
request  of  the  plaintiff,  the  court,  in  its  di.scrt'tion.  may  substitute  any  other  citizen 
consenting  thereto  for  the  plaintiff. 

If  the  action  is  brought  by  a  citizen  and  the  court  finds  there  was  no  reasonable 
ground  or  cause  therefor,  the  costs  shall  be  taxed  against  him. 

Order  of  Abatement,  Costs  as  Lien 

11310.  If  the  existence  of  a  nuisance  as  defined  in  this  article  is  established 
in  an  action  brought  thereunder,  an  order  of  abatement  shall  be  entered  as  part 
of  the  judgment  in  the  case,  and  plaintiff's  costs  in  the  action  are  a  lien  upon  the 
means  of  conveyance,  and  upon  its  tackle,  apparel  and  furniture.  The  lien  is  en- 
forceable and  collectible  by  execution  issued  by  order  of  the  court. 

Violation  of  Injunction:   Penalty 

11311.  A  violation  or  disobedience  of  an  injunction  or  order  for  abatement  pro- 
vided for  in  this  article  is  punishable  as  a  contempt  of  court  by  a  fine  of  not  less 
than  two  hundred  dollars  ($200)  or  more  than  one  thousand  dollars  ($1,000),  or 
by  imprisonment  in  the  county  jail  for  not  less  than  one  nor  more  than  six  months, 
or  by  l)Oth. 

Order  of  Abatement,  Seizure,  etc. 

11312.  If  the  eixstence  of  a  nuisance  as  defined  in  this  article  is  established  in 
an  action  brought  thereunder,  an  order  of  abatement  shall  be  entered  as  a  part  of 
the  judgment,  which  order  shall  direct  the  seizure  and  forfeiture  of  the  means  of 
conveyance  with  its  tackle,  apparel  and  furniture,  and  the  sale  thereof  iu  the 
manner  provided  for  the  sale  of  like  chattels  under  execution. 

While  the  order  of  abatement  remains  in  effect,  the  means  of  conveyance  is  in 
the  custody  of  the  court. 

For  seizing  and  selling  the  means  of  conveyance,  (he  officer  is  entitled  to  charge 
and  receive  the  same  fees  as  he  would  for  levying  upon  and  selling  like  property 
on  execution. 

Proceeds  of  Sale 

ll.'5]3.  The  proceeds  of  the  sale  of  the  means  of  conveyance  shall  be  applied  as 
follows : 

First — To  the  fees  and  costs  of  the  seizure  and  sale. 

Second — To  the  payment  of  the  plaintiffs  costs  in  the  action. 

Third— The  balance,  if  any,  shall  be  paid  into  the  State  Treasury  to  the  credit 
of  the  (leneral  Fund. 
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Bond,  Release  of  Seized  Conveyance,  etc. 

n.'n4.  If  the  owner  of  tho  moans  of  convey. ■inc-c  has  not  liccn  fiiiilly  of  any  fon- 
t(Mnpt  of  court  in  a  proceed  in?;-  hrouKht  nncU'r  this  artich',  and  appears  and  pays  all 
costs,  fees,  and  allowances  that  are  a  lien  on  the  means  of  conveyance  and  files 
a  hond  in  the  full  value  of  th(>  means  of  conveyance,  to  be  ascertained  l)y  the  court, 
with  sureties,  to  be  approved  by  the  court  or  judge,  conditioned  that  he  will  immedi- 
ately abate  the  nuisance  and  prevent  it  from  being  established  or  resumed  within 
a  period  of  one  year  thereafter,  the  court  or  judge  may,  if  satisfied  of  his  good 
faith,  order  the  means  of  conveyance  to  be  delivered  to  the  owner,  and  the  order 
of  abatement  canceled  so  far  as  it  may  I'elate  thereto.  The  release  of  such  means 
of  conveyance  under  the  piovisions  of  this  section  does  not  release  it  from  any 
judgment,  lien,  penalty,  or  liability  to  which  it  may  be  subject. 

Contempt  Fine  Is  a  Lien 

ll.'Ur*.  Whenever  the  owner  of  the  means  of  conveyance,  or  the  owner  of  any 
interest  therein,  has  been  guilty  of  a  contempt  of  court,  and  fined  in  any  proceeding 
under  this  article,  the  fine  is  a  lien  upon  the  property  to  the  extent  of  his  interest 
in  it.  The  lien  is  enforceable  and  colIectiI)le  by  execution  issued  by  order  of  the  court. 

Penalty 

11316.  Any  person,  firm,  association  or  corporation,  either  as  principal,  agent, 
servant,  employee  or  otherwise,  who  violates  any  of  the  provisions  of  this  article  is 
guilty  of  a  misdemeanor. 

"Gambling  Ship" 

11317.  The  term  "gambling  ship"  as  used  in  this  article  means  any  boat,  .ship, 
vessel,  watercraft  or  barge  kept,  operated  or  maintained  for  the  purpose  of  gambling, 
whether  within  or  without  the  jurisdiction  of  the  State,  and  whether  it  is  anchored, 
lying  to,  or  navigating. 

Saving  Clause 

11318.  If  any  section,  subsection,  paragraph,  sentence  or  clause  of  this  article 
is  for  any  reason  held  to  be  invalid,  the  Legislature  hereby  declares  that  had  it 
known  of  the  invalidity  of  that  portion  at  the  time  of  this  enactment,  it  would  have 
passed  the  remainder  of  the  article  without  the  invalid  portion  and  that  it  is  the 
intention  of  the  Legislature  that  the  remainder  of  the  article  operate  in  the  event 
of  the  invalidity  of  any  portion  thereof. 

3.  Shooting  Birds  or  Mammals  From  Airplane  (Fish  and  Game  Code) 
Shooting  From  Boats,  etc. 

.">()02.  It  is  unlawful  to  shoot  at  any  game  bird  or  mammal,  except  whales  and 
seals  and  sea  lions  as  provided  in  Section  4500,  from  a  powerboat,  sailboat,  motor 
vehicle,  or  airplane. 

(Formerly  Section  1152.  Renumbered  by  Stats.  1957,  Ch.  456,  as  part  of  recodi- 
fication. ) 

4.  Herding  Birds  or  Mammals  by  Airplane  (Fish  and  Game  Code) 
Herding  by  Airplane 

303.  It  is  unlawful  to  drive  or  herd  birds  or  mammals  by  airplane  without  a 
permit  from  the  department,  issued  under  such  regulations  as  the  commission  may 
prescribe,  except  that  the  use  of  airplanes  in  the  pursuit  of  agriculture  is  exempt 
from  the  provisions  of  this  section. 

(Formerly  Section  1152.5.  Renumbered  by  Stats.  1957,  Ch.  456,  as  part  of  re- 
codification.) 

5.  Driving  Game  Birds  by  Airplane  (Fish  and  Game  Code) 
Unlawful  Takings:   Methods 

3501.  It  is  unlawful  to  use  any  powerboat,  motor  vehicle,  or  airplane  to  drive 
any  game  bird  toward  another  person  with  the  intent  that  the  other  person  shall 
take  the  bird. 

(Formerly  Section  1170.  Renumbered  by  Stats.  1957,  Ch.  450,  as  part  of  recodifi- 
cation. ) 
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6.   Aircrafi  Pest  Confrol  Operators  (Agricultural  Code) 

Pilot's  Certificate  to  Operate  Aircraft  for  Pest  Control  Purposes 

IGU.O.  It  is  unlawful  to  operate  any  aircraft  in  the  business  of  i)est  control 
unless  the  i)ilot  oix-ratin;;  the  aircraft  holds  (a)  a  valid  certilicate  of  (lualitication 
issued  by  the  director  or  (h)  a  valid  apprentice  certificate  issued  by  the  director. 
A  fee  of  t\venty-fi\e  dollars  ( .$2r» )  shall  acc()nii>:iny  each  application  for  each  such 
certificate. 

Examination 

liefore  a  certilicate  of  (puilificat ion  may  be  issued,  the  applicant  shall  pass  an 
examination  to  demonstrate  to  the  director  his  ability  to  conduct  pest  control  oper- 
ations, and  his  knowled^'e  of  the  nature  and  effect  of  materials  used  in  pest  control. 
Cerlilicates  of  qiialilic.-ition  issued  to  successful  candidates  shall  disclose  therein  in 
which  of  three  K('ii«'ral  classes  of  pest  control  operations,  to  wit  :  the  use  of  herbi- 
cides and  defoliants,  the  use  of  pesticides  other  than  herl)icides  and  defoliants  (dust) 
and  the  use  of  pesticides  other  than  herbicides  and  defoliants  (li(|uid),  the  appli- 
cant is  <|ualified  and  the  holder  of  a  certificate  of  (puilification  shall  only  be  author- 
ized to  conduct  those  pest  control  operations  in  which  he  is  found  ciualified. 

Xo  certilicate  of  (pi.ilification  shall  be  issued  to  any  applicant,  other  than  the 
holder  of  a  valid  api)rentice  certificate,  who  has  not  had  in  effect  a  \ali(l  certificate 
of  (pialitication  issued  to  him  by  the  director  within  the  previous  two  calendar  years. 

No  certilicate  of  (lualification  shall  be  ifsued  to  the  holder  of  an  apprentice  certifi- 
cate until  he  shall  present  to  the  director  satisfactory  documentary  proof  of  his  com- 
Itletion  of  not  less  than  one  hundred  fifty  (IHO)  hours  of  operation  of  fixed-wins 
aircraft  or  fifty  (50)  hours  of  op(>ration  of  uonfixed-wing  aircraft  within  the  past 
two  calendar  years  in  agricultural  seeding,  fertilizing  or  pest  control  activities,  not 
more  than  twenty-five  jiercent  (27if/f)  of  which  hours  shall  have  been  in  the  appli- 
cati(ui  of  seed  and  fertiliz(>rs. 

In  the  case  of  applicants  for  apprentice  certificate,  the  examination  shall  be  de- 
siftned  to  demonstiate  the  candidate's  ability  to  conduct  the  specific  pest  control 
operations  listed  in  his  a])i)lication.  Successful  candidates  for  apprentice  certificates 
shall  be  authorized  to  conduct  only  the  specific  kinds  of  pest  control  operations  for 
which  they  are  found  to  he  (piMlified  and  such  operations  shall  be  listed  on  their 
apprentice  certificati's. 

The  applicant  for  an  ajjpi'entice  cei-tificatc  shall  satisfy  the  director,  through  docu- 
mentar\'  evitlence  or  other  suitable  information,  that  he  will  b<>  emi)loyed  by  a  i)erson 
holdinj;  ;i  license  currently  in  effrct  and  that  he  will  be  em|iloyed  under  the  direct 
and  i)ersona]  supervision  of  a  person  holding  a  valid  certificate  of  (pialification.  All 
certificates  issued  after  the  effective  date  of  this  section  shall  exi)ire  on  the  last  day 
of  the  calendar  year  for  which  they  were  issued.  Certificates  may  be  renewed  upon 
aiiplication  to  the  director,  accompanied  by  a  renewal  fee  of  five  dollars  (.$.")),  within 
the   cal.iidar   yiar   next    followinj:   the   date   of  expiration. 

Revocation,  Suspension,  etc. 

The  director  may  refuse  to  issue  such  certificate  or  renewal  of  certificate  to  any 
pilot,  and  may  revoke  or  suspend  the  certific.-ite  of  any  i>ilot  \vlH'n,  after  a  hearing, 
he  is  satisfied  that  the  [lilot  is  not  (pialified  to  conduct  pest  control  oiier.-itions  or  has 
viol.-itcd  any  of  the  i)rovisions  of  this  chajiter,  or  i-ules  or  re;;ulati()ns  issued  here- 
under, or  has  failed  or  refused  t<>  iiinipl\  with  any  lawful  older  of  I  he  cunimis- 
sioner  or  the  director. 

It  is  unlawful  foi-  the  holder  of  an  apprentice  certificate  to  coiuhict  pest  control 
operations  in  accordance  with  the  i)rovisions  of  his  certificate  uidess  be  is  employed 
under  the  diicct  and  pei'sonal  sui)er\isi(in  of  a  jx'rson  hnldini;  a  \alid  certificate  of 
(pmlific.ation. 

In  the  event  the  holder  of  ;i  valid  cirtilicate  of  (|ualitic,it  ion  or  a  valid  apprentice 
certificate  shall  be  called  to  active  duty  as  a  member  of  the  Armed  Forces  of  the 
I'nited  States  of  America,  the  holder,  upon  (he  termination  of  such  active  duty, 
shall  be  entitled  to  renewal  of  such  certificate,  notwithst.indiuf;  any  ntlier  ])rovisions 
of  this  section,  upon  ai)plic;il  ion  to  the  director  and  payment  of  the  renewal  fee; 
provided,  th.at  such  holder  shall  not  be  entitled  to  renewal  of  a  certificate  of  ((uali- 
lic.ition  until  he  sh.all  h.-ive  demonsf r.ited  to  the  director  his  ability  to  conduct  pest 
control  o|)eralions  and  his  knowled^'e  of  the  n;iture  and  effect  of  materi.ils  used  in 
pest   control. 

(Amended  by  Stats.  VX>:\,  ("h.  14:11.) 


SENATE    INTERIM    COMMITTEE    ON    AVIATION  123 

7.  Releasing  Balloon  With  Burning  Material  (Penal  Code) 

Lighted  Balloons 

.'JS4I).  r]\t'i-y  person  who  iitt:uh(>s  a  huriiiiif;  candh'  or  otlit>r  huniiiij;-  iiiatcrial  to 
a  halloon  and  then  rtdcascs  tlic  halloon  with  the  material  attached  into  the  air  is 
ffuilty  of  a  misdemeanor. 

(Added  by  Stats.  11).",!).  Vh.  2r.8. ) 

8.  Jurisdiction  of  Offenses  on  Aircraft  (Penal  Code) 
Offense  on  Vessel,  etc. 

788.  When  a  public  offense  is  committed  in  this  State,  on  hoard  a  vessel  navi- 
gatiuf?  a  river,  bay,  slouch,  lake,  or  canal,  or  lying  therein,  in  the  prosecution  of  its 
voyajfe,  or  on  a  railroad  train  or  car,  motor  vehicle,  common  carrier  transporting 
passengers  or  on  an  aircraft  prosecuting  its  trip,  the  jurisdiction  is  in  any  comp(>- 
tent  court,  through,  on,  or  over  the  jurisdictional  territory  of  which  the  vessel, 
train,  car,  motor  vehicle,  common  carrier  or  aircraft  passes  in  the  course  of  its 
voyage  or  trip,  or  in  the  juri.sdictional  territory  of  which  the  voyage  or  trip 
terminates. 

(Amended  by  Stats.  1051,  Ch.  1(574.) 

9.  Sales  of  Alcoholic  Beverages  on  Airplanes 

(Alcoholic    Beverage    Control    Act — Division    9,    commencing    at    Section    23000, 
Business  and  Professions  Code) 

23046.  "Air  common  carrier"  means  a  person  engaged  in  regularly  scheduled  air 
transportation  between  fixed  termini  under  a  certificate  of  pul)lic  convenience  and 
necessity  issued  by  the  Civil  Aeronautics  Board,  and  "airplane"  or  "common  carrier 
airplane"  means  an  airplane  operated  in  air  transportation  l>y  an  air  common 
carrier. 

(Formerlv  Section  2304").  Renumbered  23046  and  amended  liv  Stats.  l!)r)7,  Ch. 
37.) 

23047.  "Scheduled  flight"  means  a  regularly  scheduled  and  adveitised  flight  of 
an  air  common  carrier  but  does  not  mean  each  daily  operation  of  airplanes  upon 
such  flight. 

(Formerlv  Section  23046.  Renumbered  Section  23047  and  amended  bv  Stats. 
1957,  Ch.  37.) 

23320.  The  following  are  the  types  of  licenses  to  be  issued  under  this  division 
and  the  annual  fees  to  be  charged  therefor  : 

*  ^  ^  ♦  # 

(24)    Onsale  beer  and  wine  license  for  airplanes    (per  scheduled 

flight) 16.00  per  year 

***** 

(30)    Onsale  general  license  for  airplanes 128.00  per  year 

Duplicate  onsale  general  license  for  air  common  carriers 10.00  per  year 

The  increase  in  fees  made  by  Chapter  22  of  the  1954  First  Extraordinary  Session 
and  by  the  act  amending  this  section  shall  not  be  affected  by  the  limitation  placed 
by  Section  26004  upon  the  existence  of  the  Alcoholic  Rehabilitation  Commission. 
"  (Amended  by  Stats.  1957,  Ch.  2307). 

Licenses  for  Sale  on  Trains  and  Airplanes 

23321.  The  license  for  trains  shall  be  issued  to  a  railroad  company  or  other 
person  selling  distilled  spirits  on  board  trains  operating  in  this  Stale,  and  a  dupli- 
cate thei'eof  shall  be  obtained  for  each  train  on  which  distilled  spirits  are  sold.  The 
license  for  cars  of  sleeping  car  companies  .shall  be  i.ssued  to  a  sleeping  car  company 
operating  sleeping  cars  in  this  State,  and  a  duplicate  thereof  shall  be  obtained  for 
each  train  in  which  distilled  spirits  are  sold  by  such  companies.  The  license  for  air- 
planes shall  he  issued  to  an  air  common  carrier  selling  distilled  spirits  on  l)oard 
airplanes  operating  in  this  State,  and  a  duplicate  thereof  shall  be  obtained  for 
each  scheduled  flight  on  which  distilled  spirits  are  si>ld. 

(Amended  by  Stats.  1955,  Ch.  1221) 

Licenses  for  Airplanes 

23321.5.  The  license  for  airplanes  shall  be  issued  to  an  air  common  carrier  sell- 
ing  distilled   spirits    on    board    airplanes   operating   in    this    State,    and   a   duplicate 
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thereof    sliiill    Ix-   ol)t:iiiii'(l    for   each    sc-hodiiled    Hifjht    ou    which    distiUcd    spirits    are 
suhl. 

(Add.'d  by   Stats.  lO.Vi,  Ch.  'X)4) 

When  Not  Deemed  Importer 

i;;i(i(i4.  A  railroad,  slt'cpiu},'  t-ar,  dining  car,  boat,  or  steamship  company  or  air 
common  carrier  carrying  interstate  or  foreign  passengers  on  trains,  boats,  or  air- 
planes shall  not  be  deemed  to  be  an  importer  or  subject  to  an  importer's  license  for 
bringing  into  this  State  alcoholic  beverages  for  the  purpose  of  sale  within  this  State 
on  the  trains,  cars,  boats,  or  airplanes  on  which  the  alcoholic  beverages  are 
brought  into  this  State  exclusively  to  passengers  or  employees  not  on  duty,  and 
for  carrying  the  same  alcoholic  beverages  or  any  unsold  portion  thereof  out  of  this 
State  in  due  course  of  operation. 

(Amended  by  Stats.  1!).").".,  Ch.  !)r.4) 

Specific  Location 

24040.  Eafh  license  shall  be  issued  to  a  specific  person  and,  except  in  the  case 
of  licenses  authoiizing  the  sale  of  alcoholic  beverages  on  trains  or  boats,  or  the 
service  of  alcoholic  beverages  on  airplanes  shall  be  issued  for  a  specific  location,  the 
princii)al  address  of  which  shall  be  indicated  on  the  license.  Except  as  provided  in 
Section  24044,  any  license  issued  for  a  specific  location  shall  be  iilaced  in  use  at  that 
location  within  80  days  of  the  date  of  issuance  or  bcconie  null  and  void. 

(Amended  by  Stat.s.  10."),  Ch.  182:i) 

Posting 

24t)4().  I'pon  receipt  of  any  license,  the  licensee  shall  sign  it  and  post  it  in  a  con- 
spicuous place  uiion  the  licensed  premises.  Licenses  issued  for  trains,  boats,  or 
airjjlanes  may,  in  lieu  of  being  i)osted  upon  the  train,  boat,  or  airplane  for  which 
issued,  be  posted  in  such  other  place  in  this  State  as  the  department  shall  designate. 

(Amended  by   Stats.   lO.".?,  Ch.   1271) 

Minimum  and  Maximum  Containers 
Exceptions 

25171.  Any  rectitier  or  wholesaler  of  distilled  spirits  who  delivers  to  the  premises 
of  any  on-  or  off-sale  general  licensee  or  any  on-  or  off-sale  general  licensee  who 
.sells  or  has  in  his  possession  at  the  licensed  jiremises  distilled  spirits  in  packages 
containing  more  than  one  gallon  or  less  than  one-half  pint  is  guilty  of  a  mis- 
demeanor, except  that  this  section  does  not  apply  to  packages  of  distilled  spirits 
in  containers  less  than  one-half  jiint  which  are  sold  and  didivered  to  railroad, 
sleeping  car,  or  steamship  companies  or  air  common  carriers  for  use  and  consump- 
tion on  trains,  boats,  or  airplanes. 

(Amended  by  Stats.  10.".,  Ch.  9.14.) 

Limitations  on  Service 

'2'.V.V.)7.  Aboholic  beverages  may  be  served  on  trains,  boats,  and  airplanes  under 
on-sjile  licenses  issued  for  trains,  boats,  and  airplanes,  only  to  passengers  or  em- 
ployees not  f»n  duty. 

Alcoholic  beverages  may  be  served  on  airplanes  under  on-sale  licenses  with  meals 
onl.v.  and  no  charge,  in  addition  to  the  price  of  the  ticket  for  passage  on  an  air))lane, 
shall  be  made  for  the  service  of  such  alcoholic  beverages. 

(Amended   by   Stats.   10.".."),  Ch.  0.".4) 

10.   Air  Travel  and  Flight  Insurance  of  State  Officers  and  Employees  Gener- 
ally (Government  Code) 
Authorized   Flying 

110.'!<t.."i.  \uy  state  olHcer  or  oHicer  or  emjiloyei^  of  any  state  agency  ma.\-.  when 
traveling  on  slate  business,  tly  in  state-owned  or  leased  civil  aircraft  as  a  i)as.senger 
or  as  i)art  of  the  crew. 

(.\dded  by  Stats.  lO.-.l,  Ch.  1(112. ) 

1KMI7.0.  .\ny  stale  ;igency  may,  subject  to  rides  and  regulations  of  (lie  I'.oard  of 
Control,  insure  its  oHicers  and  employees  against  injury  or  death  incurred  while 
flying  on   slate  business  in  any  except    regularly  scheduled  p;issenger  aircraft. 

(  Kfuinerly   Section   n0<l7..">.   Renumbered  and  amended  by   Stats.  1055,  Ch.  G61.) 
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7  7.   Flight  Insurance  of  Department  of  Fish  and  Game  Employees  (Fish   and 
Game  Code) 

Insurance 

1011.     The  department  may  : 

(a)  Procure  insurance  for  its  employees  against  si)ecial  lia/.ai-ds  in  (■(uiiiect  ion 
with  their  duties  occasioned  i)y  the  existence  of  a  state  of  war,  in  .'iddition  tn  work- 
men's compensation  insurance. 

(b)  I'rocure  insurance  for  its  employ<>es  against  injury  oi-  death  in  the  course 
of  performance  of  their  duties  arising  from  airplane  accidents. 

(c)  Procure  insurance  on  vessels  owned  or  operated  l)y  the  dei>artment  against 
special  hazards  occasioned  by  the  existence  of  a  state  of  war,  iu  addition  to  usual 
hazards. 

The  cost  of  such  insurance  shall  he  a  proper  charge  against  and  shall  i)e  paid  out 
of  the  Fish  and  (Jame  I'reservation  Fund. 

(Formerly  Section  22..").  Kenuudx'red  hy  Stats.  19."7,  (^h.  4"»(),  as  part  of  re- 
codification. ) 

72.  Exception  as  to  Aviation  Losses  in  Group  Life  Insurance  (Insurance  Code) 

Liability  for  War  Losses 

1020(3.5.  The  policy  may  provide  that  the  insurer  is  not  liable,  or  is  liable  only 
in  a  reduced  amount,  for  losses  arising  from  couflition.s  : 

(a)  Relating  t<t  war  or  act  of  war  ; 

(b)  Relating  to  military  or  naval  service  ; 

(c)  Relating  to  aviation. 

The  commissioner  may  after  notice  and  hearing  prescribe  reasonable  rules  and 
regulations  relative  to  the  use  of  provisions  permitted  by  this  section  in  resqiect  to 
policies  outstanding  or  hei'eafter  issued. 

(Added  by  Stats.  15)43,  Ch.  1)09.) 

73.  Transportation  Ticket  Insurance  (Insurance  Code) 

Article  2.;".     Transportation  Ticket  Policies 
(Added  by  Stats.  194:1,  Ch.  918) 

"Transportation  Ticket  Policy" 

1029").  A  transportation  ticket  policy  is  any  ticket  policy  of  disability  insurance 
sold  at  transportation  stations,  depots,  or  ticket  offices  by  the  employees  of  railroads, 
steamship  lines,  air  lines  and  other  organizations  engaged  iu  transporting  persons 
as  common  carriers,  or  by  individuals  or  employees  of  persons  engaged  iu  selling 
transportation  on  such  common  carriers,  having  as  its  dominant  feature  the  pro- 
tection of  the  insured  from  a  transportation  hazard. 

14.   Travel  Insurance  Agents  (Insurance  Code) 
Travel  Insurance  Agents 

1091.  Limited  licenses  as  travel  insurance  agents  may  be  issued  to  employees 
of  railroad,  steamship,  airline,  and  other  organizations  engaged  in  transporting  per- 
sons as  common  carriers  and  to  individuals  or  employees  of  persons  engaged  in 
selling  transportation  on  such  common  carriers. 

Travel  insurance  agents  are  restricted  to  the  sale  of  insurance  to  persons  entitled 
by  ticket  (jr  otherwise  to  transportation  on  a  common  carrier,  as  follows  : 

(a)  Transportation  ticket  policies  in  the  form  prescribed  by  Chapter  4,  Part  2, 
Division  2,  of  this  code. 

(b)  Baggage  insurance  on  the  personal  effects  of  such  persons  while  in  transit 
or  while  in  any  hotel  or  other  building  en  route  during  any  journey. 

Employer's  Authorization 

Before  receiving  a  limited  license  as  travel  insurance  agent,  an  employee-applicant 
shall  file  with  the  commissioner  a  document  executed  by  his  employer  authorizing  the 
employee  to  act  as  travel  insurance  agent  when  licensed. 
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Termination  of  Employment 

I'pon  tcrininatiDii  of  the  employment,  the  employer  shall  notify  the  commissioner 
and  the  lieensee  shall  return  the  license  to  the  connnissioner  for  cancellation  or  shall 
furnish  proof  of  loss  satisfactory  to  the  commissioner.  Tpon  receiving  notice  of 
termination  of  emiiloyment,  the  commissioner  shall  cancel  the  license. 

Such  license  shall  l)e  applied  for,  renewed  and  kept  in  force  in  the  same  manner 
as  is  provided  in  Article  1  of  this  chapter  for  a  license  to  act  as  an  insurance  ajcent, 
except  that  an  applicant  for  a  limited  license  as  a  travel  insurance  aijent  need  not 
l>ass  a  (pialifyin;;  examination,  and  that  tiie  fee  for  lilinj;  an  application  shall  he  two 
dollars  (.$2)  in  lieu  of  the  four  dollars  (.$4)  specified  in  Section  1(>7S  for  filinjj  an 
a;;ent's  api)lication. 

Tiie  lu-ovisions  of  Sections  1(5;")()  to  1G57,  inclusive,  relatiiii;  to  llic  appointment 
and  termination  of  an  af?ent  hy  an  insurer  or  its  authorized  representative  are  appli- 
cable to  lic<>nses  issued  pursuant  to  this  section. 

(Amended  by  Stats.  1!).V),  Ch.  1588) 


DIVISION  IV.     AIRCRAFT  LEGISLATION 

1.  Entering  Locked  Aircraft. 

L'.   I'nauthorized  Taking  of  Aircraft. 

."').  Wilful  or  Malicious  Injury  to  Aircraft. 

4.  Aircraft  (larl>a;;e  Disposal. 

"».  Aircraft  Liens. 

G.  Recordations  of  Aircraft  Mortgages. 

7.  Trust   Receipts  on  Aircraft. 

8.  rroi)erty  Tax  Exemption  of  Aircraft  Under  Repairs. 
".».   Sales  and  I'se  Tax  Exemption  of  Aircraft. 

10.  Revenue  From   Sales  of  (Jasoline   Used  in  Aircraft. 
H.   Purchase  of  Aircraft  l)y  "Wildlife  Con.servation  Board. 
IL'.  Aircraft  Insurance. 

7.   Entering  Locked  Aircraft  (Penal  Code) 

Burglary  Defined 

4.~i!>.  Every  person  who  enters  any  house,  room,  ajjartment,  tenement,  shop,  ware- 
house, store,  mill,  barn,  stal)le,  outhouse  or  other  building,  tent,  vessel,  railroad  car, 
trailer  couch  as  defined  by  the  Vehicle  Code,  vehicle  as  defined  by  said  code  when  the 
doors  of  such  vehicle  are  locked,  aircraft  as  defined  by  the  Harbors  and  Navigation 
Code,  mine  or  any  underground  portion  thereof,  with  intent  to  comi7iit  grand  or  petit 
larceny  or  any  felony  is  guilty  of  burglary. 

(Amended  by  Stats.  1947,  Ch.  1052) 

2.    Unauthorized  Taking  of  Aircraft  (Penal  Code) 

Taking  Vehicle  Temporarily 

4'.M)b.  Any  person  who  shall,  without  the  permissiiiu  of  the  owner  thereof,  take 
any  automobile,  bicycle,  motorcycle,  or  other  vehicle,  for  the  purpose  of  temporarily 
using  or  operating  the  same,  shall  be  deemed  guilty  of  a  misdemeanor,  and  upon 
conviction  thereof,  shall  be  punished  hy  a  fine  not  exceeding  two  hundred  dollars 
($200),  or  l)y  imprisonment  not  exceeding  three  months,  or  hy  both  such  fine  and 
imprisonment. 

(Amended  by  Stats.  11)40,  Ch.  025) 

Taking  Aircraft 

4'.i'.i(l.  Any  iierson  who  operates  or  takes  an  aircraft  iu)t  his  own.  witiiout  the 
consent  of  the  owner  thereof,  and  with  intent  to  either  permanently  or  temporarily 
deprive  the  owner  thereof  of  his  title  to  or  possession  of  such  vehicle,  whether  with 
or  without  intent  to  steal  the  same,  or  any  jter.son  who  is  a  party  or  acces.sory  to  or 
an  accomjilice  in  any  o|>eration  or  unauthorized  taking  or  stealing  is  guilty  of  a 
felony,  and  upon  conviction  thereof  shall  he  punished  by  imi>risonment  in  the  state 
jtrison  for  not  less  than  one  year  nor  more  than  five  years  or  in  the  county  jail  for 
not  more  than  one  ye.ir  or  i)y  a  fine  of  not  more  than  five  thousand  d(dlars  ($5,0(X)) 
or  bv   both  such  line  and   imi)risonment. 

(Added  by  Stats.  11)49,  Ch.  G25) 
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3.  Wilful  or  Malicious  Injury  fo  Aircraft  (Penal  Code) 
Tampering  With  Aircraft:   Penalty 

(ilT)!).  10\(>i'.v  person  who  wilfully  injures  or  l;inii)ers  with  iin.v  ;iirfi;it't  or  the 
contenis  or  parts  thereof,  or  iHMnoves  any  part  of  or  from  an  aircraft  without  the 
consent  of  the  ownei-,  and  every  person  who,  with  intent  to  commit  any  malicious 
mischief,  injury  or  other  crime,  clinihs  into  or  upon  an  aircraft  or  attemi)ts  to 
manipulate  any  of  the  controls,  starting  mechanism,  brakes  or  other  mechanism  or 
device  of  an  aircraft  while  it  is  at  rest  and  unattended  or  wdio  sets  in  motion  any 
aircraft  while  it  is  at  rest  and  unattended,  is  guilty  of  a  misdemeanor  and  ui)on 
conviction  shall  be  punished  by  imprisonment  for  not  more  than  six  months  or  by 
a  fine  t)f  not  more  than  five  hundred  dollars  (,$."•()(»),  or  by  both  such  tine  and  im- 
prisonment. 

(Added  by  Stats.  IIM'J,  Ch.  5U;{) 

4.  Aircraft  Garbage  Disposal  (Chapter  4,  Division  2,  Agricultural  Code) 

Chapter  4.     Vessel  and  Aircraft  (Jakbace 
(Added  by  Stats.  1945,  Ch.  128.")) 

Vessel  and  Aircraft  Garbage:   Definitions 
286.     As  used  in  this  chapter 

(a)  "Garbage"  means  waste  material,  such  as  food  scraps,  table  refuse,  galley 
refuse,  and  refuse  from  stores  of  vessels  and  aircraft,  including  such  waste  material 
in  passengers'  and  crews'  quarters,  derived,  in  whole  or  in  part,  from  fruits,  vege- 
tables, or  animal  products. 

(b)  "Vessel"  means  every  description  of  craft  or  other  contrivance  used,  or 
capable  of  being  used,  as  means  of  transportation  in  or  on  coastal,  intercoastal, 
or   foreign    waters. 

(c)  "Aircraft"  means  every  description  of  craft  or  other  contrivance  used,  or 
capable  of  being  used,  as  means  of  transportation  through  the  air  from  origins  in 
other  States  or  Territories  or  in  foreign  countries. 

(d)  "Food  stores"  means  fruits,  vegetables,  or  animal  products  carried  as  stores 
of  vessels  and  aircraft  and  includes  those  carried  in  passengers'  and  crews'  quarters. 

(e)  "Territorial  waters  of  California"  mean  all  navigable  waters  of  California 
including  all  portions  of  the  sea  within  its  jurisdiction  used  by  vessels  or  aircraft. 

Disposal  of  Garbage 

286.1.  It  is  unlawful  to  throw,  discharge,  deposit,  remove,  or  carry  garbage,  or 
cause,  suffer,  or  procure  garbage  to  be  thrown,  discharged,  deposited,  removed,  or 
carried  from  any  vessel,  aircraft,  or  any  other  vehicle  into  any  territorial  waters, 
or  onto  land  within  the  State,  except  for  immediate  burning  in  incinerators  or 
approved  treatment  or  approved  disposal  under  the  supervision  and  in  accordance 
with  the  regulations  of  the  director  or  for  delivery  to  a  garbage  collector  who,  for 
the  purpose  of  accepting  barbage  as  defined  in  this  chapter,  is  licensed  by  the 
director  or  by  the  Federal  Government ;  provided,  however,  such  regulation  shall 
not  conflict  with  United  States  Bureau  of  Animal  Industry  orders  or  regulations 
pertaining  to  garbage  derived  from  meats  or  meat  products  originating  in  countries 
listed  as  having  infections  of  the  diseases  known  as  rinderpest  or  as  foot-and-mouth 
disease. 

Garbage  Containers 

286.2.  It  is  unlawful  to  retain  or  maintain  garbage  on  vessels,  aircraft,  or  other 
vehicles  within  the  State,  except  in  tightly  ch)sed  containers  or  receptacles  and 
under  such  treatment  as  may  be  prescribed  by  the  director. 

Incinerator,  etc. 

286.3.  "Where  means  of  incineration  of,  or  other  approved  processing  for,  garbage 
are  not  available  aboard  vessels  or  aircraft  in  the  State,  the  master  or  other  person 
in  charge  of  such  vessel  or  aircraft  shall  provide  containei's  or  receptacles  with 
tight-fitting  covers  in  which  the  garbage  shall  be  retained  while  within  the  territorial 
waters  of  or  on  the  land  in  California  pending  incineration  or  approved  treatment 
under  the  supervision  and  in  accordance  with  the  regulations  of  the  director. 
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Removal  of  Food 

■_'S<'i.4.  It  is  unlawful  t<>  rcniovo  food  stores  from  any  vessel,  aircrafl,  or  other 
veliicle  except    iiiider  inTinit    issued   liy    the   director. 

Penalty 

2S(J.ri.  Any  i)erson  who  shall  violate,  or  who  shall  aid.  ahel.  authorize,  oi' 
iiistifrate  a   violation  of.  this  act  shall  he  jruilty  of  ;i   niisdenieanor. 

5.   Aircraft  Liens  (Chapter  5,  commencing  at  Section   1208.61,  Title  4,  Part  3, 
Code  of  Civil  Procedure) 

Chapter  o.     Liens  on  Aircraft 
(Added  hy  Stats.  V.)~u'k  Ch.  52) 
Repairmen's,  etc.,  Liens 

]2(>S.(il.  Subject  to  the  limitations  set  forth  in  this  chapter,  every  person  has  a 
lien  dependent  upon  possession  for  the  comp(>nsation  to  which  he  is  lejially  entitled 
for  makinfi  repairs  or  perforniinj:  lahor  upon,  and  furnishiu};  sujiplies  or  materials 
for.  aufl  for  the  storajje.  repair,  or  safekeepiuf;  of,  any  aircraft,  also  for  reasonable 
charfies  for  the  use  of  any  lauding  aid  furnished  such  aircraft  and  reasonable  land- 
ins  fees. 

Limits 

12(>S.ti2.  That  portion  of  such  lien  in  excess  of  two  hundred  fifty  dollars  (,$250) 
for  work  or  services  rendered  or  performed  at  the  request  of  any  person  other  than 
the  holder  of  the  lejial  title  is  invalid,  unless  prior  to  commencinj;  such  work  or 
service  the  person  claiming  the  lien  gives  actual  iu>tice  to  the  legal  owner  and  the 
mortgagee,  if  any,  of  the  aircraft,  and  the  written  consent  f)f  the  legal  owner  iind 
the  mortgagee  of  the  aircraft  is  obtained  before  such  work  or  services  are  perfoi'ined. 
For  the  jinrposes  of  this  chapter  the  person  named  in  the  federal  aircraft  registra- 
tion certiticate  issued  by  the  Administrator  of  Civil  Aeronautics  shall  be  deemed  to 
be  the  legal  owner. 

Assignment 

12<is. (■.:;.  Any  lien  for  labor  or  materials  provided  for  in  this  chapter  may  be 
assigned  by  written  instrument  accompanied  by  delivery  of  poss(>ssion  of  the  aircraft 
subject  to  the  lien  and  the  assignee  may  exercise  the  rights  of  a  lienholder  i)ursuant 
to  this  chapter.  Any  lienholder  assigning  a  lien  shall  at  the  time  of  tiie  assignment 
give  written  notice,  either  by  personal  delivery  or  by  registered  mail  with  r(>turn 
receipt  reciuested.  to  the  legal  owner  of  the  property  cctvered  by  the  lieu,  including 
the  name  and  address  of  the  person   to  whom  the  lien  is  assigned. 

Lien  Lost,  Regained,  etc. 

12(>s.t;4.  Whenever  the  lieu  upon  any  aircraft  is  lost  by  reason  of  the  loss  of 
l)o.s.session  through  trick,  fraud,  or  device,  the  repossession  of  such  aircraft  by  the 
lienlndder  revives  the  lien,  but  the  lien  so  revived  is  subordinate  to  any  right,  title, 
or  interest  of  any  i)erson  under  any  sale,  transfer,  encumbrance,  lien,  or  other 
interest  acquired  or  .secured  in  good  faith  and  for  value  between  the  time  of  the 
loss  of  possession  and   the  time  of  repossession. 

Sale  by  Lienholder 

12()S.(i5.  If  the  lienholder  is  not  paid  the  amount  due  within  10  days  after  it 
becomes  due,  the  lienholder  may  proceed  to  sell  the  property,  or  so  much  thereof 
as   is  necessar.v   to  satisfy   (he  lien   ;md  costs  of  sale,  at   public  auction. 

Notice 

12(ts.<>(i.  Trior  to  any  such  sale  the  lienholder  shall  publish  a  notice  of  the  sale 
pursuant  to  Section  (i()(i2  of  the  (Jovernment  Code  in  a  newspai)er  i)ublished  in  the 
county  in  which  the  aircraft  is  situated,  or  if  there  is  no  such  newspaper,  by  posting 
notice  of  sale  in  three  (»f  the  most  public  places  in  the  city  or  place  where  such 
aircraft  is  to  be  .sold  for  10  days  previous  to  (he  date  of  tiie  .sale.  Prior  to  the  sale 
of  any  aircraft  to  .satisfy  any  such  lien,  20  days'  notice  by  registered  mail  shall  be 
given   to  the  legal  owner  its  it  appears  in   the  registration  certiticate. 

(Amended  by  Stats.  1!).'»7,  Ch.  4.">2.) 
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Proceeds 

1208. (>7.  Tho  procoods  of  the  sale  must  be  applied  to  the  dLsehurKc  of  (he  lien 
and  the  cost  of  keeping  and  selling  the  property.  The  remainder,  if  any,  shall  l)e 
paid   to  the   le^al   owner. 

Redemption 

120S.(!S.  Within  20  days  after  the  sale,  the  legal  owner  may  redeem  the  aircraft 
so  sold  upon  the  payment  of  the  amount  of  the  lien,  all  costs  and  expenses  of  sale, 
and  interest  on  such  sum  at  the  rate  of  12  percent  a  year  from  the  date  it  became 
due  or  the  date  when  the  amounts  were  advanced  until  the  repayment. 

Surreptitious  Removal,  etc:   Penalty 

12()8.()!>.  It  is  a  misdemeanor  for  any  person  to  obtain  possession  of  all  or  any 
l)art  of  any  aircraft  subject  to  a  lien  under  this  chapter  through  surreptitious 
removal  or  by  trick,  fraud,  or  device  perpetrated  upon  the  lienholder. 

Exemptions 

1208.70.  This  chapter  shall  not  apply  to  aircraft  operated  exclusively  by  an  air 
carrier  or  a  foreign  air  carrier,  as  defined  in  subdivisions  (2)  and  (19)  of  Section  1 
of  Chapter  001  of  the  Statutes  of  the  Seventy-fifth  United  States  Congress,  Second 
Session  (1038),  engaged  in  air  transportation  as  defined  in  subdivision  (10)  of  the 
same  section  while  there  is  in  force  a  certificate  by,  or  a  foreign  air  carrier  permit 
of,  the  Civil  Aeronautics  P.oard  of  the  United  States,  or  its  successor,  authorizing 
such  air  carrier  to  engage  in  such  transportation. 

6.  Recordation  of  Aircraft  Mortgages  (Civil  Code) 
Mortgages  on  Aircraft 

2958a.  A  mortgage  of  any  aircraft  or  part  of  any  aircraft,  registered  or  licensed 
under  the  laws  of  the  United  States,  is  void  as  against  any  person  (other  than  the 
mortgagor,  his  heirs,  and  devisee,  and  persons  having  actual  notice  thereof)  unless 
the  mortgage  is  registered  or  recorded  in  accordance  with  the  provisions  of  the  laws 
of  the  United  States  providing  for  such  recordation  or  registration. 

(Added  by  Stats.  1941,  Ch.  235.) 

Certain  Sections  Not  Applicable  to  Mortgages  of  Certain  Ships  and  Aircraft 
2971.     Sections  2957,  2900,  2901,  2902,  2903,  2964,  2965  and  2906  do  not  apply 

to  any  mortgage  of  a  ship,  or  part  of  a  ship,  under  the  Flag  of  the  United  States, 

nor  to  any  mortgage  of  any  aircraft,  or  part  of  any  aircraft,  licensed  or  registered 

under  the  laws  of  the  United  States. 
(Amended  by  Stats.  1941,  Ch.  235.) 

7.  Trust  Receipts  on  Aircraft  (Civil  Code) 
Trust  Receipt  Transaction 

3014.5.  A  trust  receipt  transaction  is  also  one  in  which,  pursuant  to  a  trust 
receipt,  a  motor  vehicle,  house  trailer,  trailer,  semitrailer  or  aircraft  dealer  or  a 
dealer  in  other  durable  goods  as  trustee  obtains  new  value  from  an  entruster  upon 
the  transfer  to  the  entruster  of  a  security  interest  in  new  or  used  motor  vehicles, 
house  trailers,  trailers,  semitrailers  or  aircraft  or  upon  the  transfer  to  the  entruster 
of  a  security  interest  in  new  or  used  other  durable  goods  having  a  per  unit  retail 
value  of  at  least  one  thousand  dollars  ($1,000),  whether  or  not  such  vehicles, 
trailers,  aircraft  or  other  durable  goods  are  owned  or  possessed  by  the  trustee 
prior  or  subsequent  to  the  execution  of  the  trust  receipt  document,  and  whether  or 
not  such  vehicles,  trailers,  aircraft  or  other  durable  goods  are  thereafter  i-etained 
in  the  trustee's  possession. 

All  provisions  of  this  chapter  which  are  applicable  to  the  trust  receipt  transactions 
enumerated  in  Section  3014  are  applicable  to  the  trust  receipt  transaction  specified 
in  this  section. 

(Amended  by  Stats.  1955,  Ch.  292.) 
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8.  Property  Tax  Exemption  of  Aircraft  Under  Repair  (Revenue  and  Taxation 

Code) 

''"0  Vny  iiironift  whic-h  is  in  California  on  (!»<>  first  Monday  in  Marrli  solely 
fo"the  purpose  of  boinj;  n-paired,  overliauled,  modilied,  or  serviced  is  exempt  from 
personal  property  taxation.  This  exemption  does  not  api)ly  to  aircraft  normally 
based   in  California  or  operated  intrastate  or  interstate   in   and    inio  California. 

(Added  l.y  Stats.  VX>7>,  Ch.  500.) 

9.  Sales  and  Use  Tax  Exemptions  of  Aircraft  (Revenue  and  Taxation  Code) 

Aircraft  Exemptions 

(•.;]()<;.  There  are  exempted  from  the  taxes  iiniwsed  by  this  part  the  gross  receipts 
from  tiie  sale  of  and  the  storage,  use,  or  other  consumption  of  aircraft  sold  to 
persons  using  such  aircraft  as  certificated  or  licensed  carriers  of  persons  or  property 
in  interstate  or  foreign  commerce  nnder  authority  of  the  laws  of  the  T'nited  States 
or  any  foreign  government,  or  sold  to  any  foreign  government  for  use  by  snch 
government  outside  of  this  State,  or  sold  to  persons  who  are  not  residents  of  this 
State  and  who  will  not  use  such  aircraft  in  this  State  otherwise  than  in  the  removal 
of  such  aircraft  from  this  State. 

(Amended  by  Stats.  1951,  Ch.  1171.) 

10.  Revenue  From  Sales  of  Gasoline  Used  in  Aircraft  (Revenue  and  Taxation 
Code) 

Motor  Vehicle  Fuel  Fund:  Appropriation 

s:\~)2.  The  money  in  the  Motor  Vehicle  Fuel  Fund  is  hereby  approi)riated,  subject 
to  the  provisions  of  any  budget  bill  heretofore  or  hereafter  enacted  and  Section 
llOOG  of  the  Government  Code,  as  follows  : 

(a)  To  pay  the  refunds  authorized  in  this  part,  including  refunds  due  on  account 
of  judgments  for  the  return  of  license  taxes  illegally  collected. 

(b)  To  the  Controller,  to  carry  out  any  duties  imposed  upon  him  by  this  part. 

(c)  To  the  board,  to  carry  out  any  duties  imposed  upon  it  by  this  part. 

(d)  To  the  Highway  Users  Tax  Fund,  as  provided  in  this  chapter. 

(e)  To  pay  the  pro-rata  share  of  the  overhead  and  general  administrative  expense 
of  the  Controller  and  the  board  attributable  to  duties  imposed  by  this  part.  The 
pro-rata  share  is  payable  upon  presentation  of  a  claim  against  any  appropriation 
from  the  Motor  Vehicle  Fuel  Fund  for  the  support  of  the  Controller  or  the  board, 
as  the  case  may  be. 

(f)  To  the  counties,  as  provided  in  this  chapter,  the  sum  of  three  hundred  fifty 
thousand  dollars  (.$350,000)  per  annum,  this  sum  representing  the  amount  of  money 
in  the  Motor  Vehicle  Fuel  Fund  attril)utable  to  taxes  imposed  by  this  part  on 
distriiiutions  of  motor  vehicle  fuel  used  or  usable  in  propelling  aircraft  of  a  type 
heavier  than  air.  Payments  pursuant  to  this  subdivision  shall  be  made  prior  to 
payments  pursuant  to  subdivision  (d). 

"(Amended  by  Stats.  10.57,  Ch.  155.) 

Apportionment  Among  Counties 

s;{57.  The  amount  available  under  subdivision  (f)  of  Section  8352  shall  be 
apportioned  among  the  several  counties.  There  shall  first  be  paid  to  each  county 
the  sum  of  two  thousand  five  hundred  dollars  ($2,500)  annually  and  the  balance 
.shall  be  apportioned  one-half  in  the  proportion  which  the  population  of  each  county 
bears  to  the  total  population  of  the  State,  and  one-half  in  the  proportion  which  the 
area  of  each  county  bears  to  the  total  area  of  the  State.  Such  population  shall  be 
that  determined  in  the  most  recent  federal  decennial  census. 

In  any  county  wherein  there  is  located  an  airi)ort  owned  by  a  city,  50  percent 
of  the  amount  ai)portioned  to  such  county  shall  be  paid  to  such  city.  In  the  event 
that  there  is  more  than  one  such  city  within  the  county,  the  cities'  share  shall  be 
divided  ainnog  such  cities  in  the  proportion  which  the  population  of  each  city  bears 
to  the  total  iiopul.-ition  of  airport-owning  cities  within  the  county. 

(Amended  by  Stats.  1055,  Ch.  10.50.) 

Airport  Districts 

.s."»57.5.  For  the  purposes  of  this  article  an  airport  district  shall  be  deemed  to 
be  a  county.  For  the  purposes  of  this  article  the  population  of  an  airport  district 
shall  consist  of  the  population  of  the   territory  embraced   by   the  district,  and  no 
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part  of  tlie  poiiulation  of  an  airport  disstriet  shall  be  dcfmcd  to  bo  any  part  of  the 
population  of  a   county   in  which   the  district   is  partially   or  entirely   located. 
(Added  by  Stats.  1953,  Ch.  1198.) 

Disposition:  Special  Aviation  Fund,  etc. 

5858.  The  amounts  paid  to  the  se\  eral  counties  shall  be  paid  into  a  special 
ayiation  fund  established  by  the  counties  and  may  be  expended  in  counties  haying 
a  population  of  less  than  10(),()()0  for  capital  outlays  or  maintenance  for  ayiation 
or  airport  purposes  and  not  for  administration.  In  counties  haying  a  population  of 
100,(100  or  more  such  money  may  be  expended  only  for  capital  outlays  for  avia- 
tion or  airport  purposes.  Any  city  receiving  money  under  Section  S.'557  may  expend 
such  money  oidy  for  the  purposes  for  which  the  county  in  which  the  city  is  located 
may  expend  such  money  as  provided  in  this  section.  If  any  county  has  not  estab- 
lished such  an  aviation  fund,  its  proportion  of  the  apportionment  shall  be  retained 
by  the  State  until  provision  for  such  an  aviation  fund  has  been  made,  and  it  shall 
then  be  paid  over  to  the  county.  Any  county  may  pay  any  part  of  the  money  in  its 
special  aviation  fund  to  any  city,  state  college  or  branch  of  the  University  of  Cali- 
fornia located  in  the  county  to  bo  expended  for  the  same  purposes  as  the  county 
may  expend  money  in  its  aviation  fund.  Any  money  paid  to  a  state  college  or  branch 
of  the  University  of  California  shall  be  expended  within  the  county  paying  the 
money.  Any  city  may  pay  any  part  of  the  money  it  receives  under  Section  8857  to 
the  county  within  which  it  is  located  to  be  expended  for  expenditure  for  the  pur- 
poses specified  for  such  county  by  this  section. 

(Amended  by  Stats.  1955,  Ch.  10.59.) 

n.  Purchase    of   Aircraft   by   Wildlife   Conservation   Board   (Fish    and   Game 

Code) 
Boats,  Aircraft,  Equipment 

1853.  The  board  may  purchase  such  boats,  aircraft,  or  equipment  as  it  deems 
necessary  for  the  use  of  the  department  for  the  improvement  and  protection  of 
marine  fisheries. 

(Formerly  Section  1472.  Renumbered  by  Stats.  1957,  Ch.  456,  as  part  of  recodi- 
fication.) 

72.  Aircraft  Insurance  (Insurance  Code) 
Aircraft  Insurance 

118.  Aircraft  insurance  includes  insurance  of  aircraft  owners,  users,  dealers  or 
others  having  insurable  interests  therein,  against  loss  through  hazards  incident 
to  ownership,  maintenance,  operation  and  use  of  aircraft,  other  than  against  loss 
resulting  from  accident  or  physical  injury,  fatal  or  nonfatal,  to  any  natural  person. 

(Added  by  Stats.  1935,  Ch."  145.) 

Classes  of  Insurance:  Paid-in  Capital 

700.01.  In  addition  to  any  or  all  of  the  classes  of  insurance  which  it  is  per- 
mitted to  transact  by  all  other  applicable  provisions  of  this  code,  any  incorporated 
insurer  admitted  or  hereafter  admitted  for  one  or  more  of  the  classes  of  insurance 
stated  in  Section  100,  except  life,  title  or  mortgage,  shall  (subject  to  any  limita- 
tions contained  in  its  articles  of  incorporation  or  charter)  be  admitted  after  Octo- 
ber 1,  19.53,  for  any  or  all  of  the  following  classes,  upon  making  application  there- 
for and  complying  with  all  applicable  requirements  of  law,  if  its  paid-in  capital  is 
not  less  than  one  million  dollars  ($1,000,000)  or  the  aggregate  of  the  amounts 
hereinafter  set  forth  opposite  the  classes  transacted  by  it  in  the  United  States  if 
an  alien  insurer,  or  in  any  jurisdiction  if  other  than  an  alien  insurer,  whichever  is 
lower ;  provided,  that  the  paid-in  capital  of  incorporated  insurers  not  transacting 
either  fire,  marine  or  surety  insurance  making  application  under  this  section  shall 
be  at  least  one  hundred  thousand  dollars  ($100,000)  in  excess  of  such  aggregate 
amount.  In  no  event  shall  any  incorporated  insurer  be  required  to  have  a  paid-in 
capital  in  excess  of  one  million  dollars  ($1,000,000)  as  a  condition  for  its  admission 
for  any  or  all  of  the  classes  of  insurance  hereinafter  set  forth. 
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Number  and  name  of  class  Amount  of  capital 

2.  Fire  $2(X),(M)0 

3.  Marine 200,000 

u.  Surety   250,000 

G.  Disability    50,000 

7.  Plate  Glass 50,000 

.s.  Liability                                    1  100,000 

1).  AVorkmeii's  Compensation     I for  any  or  all 

10.  Common  Carrier  Liability    J  of  these 

11.  Boiler  and  Machinery 50.000 

12.  HurRlary   50,000 

13.  Oedit 50,000 

14.  Spriniiler     50,000 

15.  Team  and  Vehicle 50,000 

16.  Automobile 100,000 

18.  Aircraft 50,000 

20.  Miscellaneous  50,000 

Exceptions 

This  .section  .'<hall  not  be  applicable  to  life,  title  or  mortgage  insurance,  and  an 
insurer  now  or  hereafter  admitted  to  transact  life,  title  or  mortgage  insurance  shall 
not  i)e  admitted  under  the  provisions  of  this  section,  but  its  admission  is  governed 
bv  other  applicai)le  provisions  of  this  code. 
'  (Amended  by  Stats.  1953,  Ch.  958.) 

Certificate  of  Authority 

7(M>.02.  No  insurer  shall  be  issued  a  certificate  of  authority  other  than  a  renewal 
ccrtiticate  of  autliority  for  any  of  the  classes  set  forth  in  Section  100  unless  at  the 
time  of  such  issuance  it  possesses,  in  addition  to  the  minimum  paid-in  capital  re- 
(|uired  l>y  this  code. 

Surplus 

(a)  A  surplus  of  not  less  than  50  percent  of  the  minimum  paid-in  capital  re- 
quired, in  the  case  of  an  insurer  which  has  transacted  insurance  for  at  least  five 
years  immediately  preceding  its  admission  for  the  class  or  classes  of  insurance  for 
wiiicii  it  .seeks  admission.  Where  an  insurer  has,  with  the  approval  of  the  commis- 
sioner, reinsured  and  assumed  all  insurance  liabilities  of  another  insurer  which  has 
retired  from  business  as  an  insurer,  the  length  of  time  the  latter  has  transacted 
insurance  shall  be  added  to  the  length  of  time  the  former  has  transacted  insurance 
in  applying  the  provisions  of  this  section  to  the  former. 

Same 

(111  A  surplus  of  not  less  than  100  percent  of  the  minimum  paid-in  capital  re- 
(luired,  or  such  lesser  amount  as  the  commissioner  may  deem  adequate  but  in  no 
event  less  than  50  percent  of  such  minimum  paid-in  capital,  in  the  case  of  any  other 
insurer. 

Surplus  defined 

As  used  in  this  section,  surplus  means  the  excess  of  admitted  assets  over  the  sum 
of  (1)  liabilities  for  losses  reported,  expenses,  taxes  and  all  other  indebtedness  and 
reinsurance  of  outstanding  risks  as  provided  by  law,  and  (2)  paid-in  capital,  in  the 
case  of  an  insurer  issuing  or  having  outstanding  shares  of  capital  stock,  or  (3)  the 
minimum  paid-in  capital  re(iuire<l,  in  the  case  of  am    other  insurer. 

(Amended  by  Stats.  1049,  Ch.  438.) 

Paid-in  Capital  Renewal  Requirements 

7(K).(l3.  Xi>twitlis(anding  tlie  requirements  of  Sections  700.01  and  10511  until 
June  30,  1955,  the  mininuim  paid-in  capital  required  for  renewal,  for  the  same 
classes  of  insurance,  of  the  certificate  of  authority  of  any  insurer  which  was  in 
effect  on  July  1,  19.53,  shall  be  that  required  by  such  sections  as  effective  on  such 
date.  .Vfter  June  30,  19.55,  and  until  such  time  as  such  insurer  increases  its  iiaid-in 
cai)ital  tn  the  amount  reiiuired  by  Sections  700.01  aiid  10,511  as  effective  on  October 
1,  1953,  the  mininuim  i)aid-in  capital  required  for  such  renewal  shall  continue  to  be 
that  re<iuired  by  such  sections  as  effective  on  July  1,  1953,  but  such  insurer  shall  lie 
required  to  maintain  a  surplus,  as  defined  in  Section  700.02.  in  an  amount  which, 
when  combined   with   the  amount  of  its  paid-in  capital,   shall  equal   the  minimum 
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amount  of  pjiid-in   cnpital   roquired   by   Sections   700.01    and   10511   as  effective   on 
October  1,  1053. 

(Added  by  Stats.  105.3,  Ch.  058.) 

Determining  Minimum  Amounts  of  Capital  and  Surplus 

700.05.  (a)  Except  as  provided  in  (b)  boreof,  in  detcrnuMiufj  tbe  minimum 
amount  of  paid-in  capital  and  surplus  recpiired  by  tbe  appli('al)le  jirovisions  of  tins 
code  for  admission  of  an  insurer,  tbere  sball  be  included  all  of  tbe  class«'s  of  in.-ur- 
ance  transacted  by  it  in  tbe  T'nited  States  if  an  alien  insurer,  or  in  any  jurisdiction 
if  other  tban  an  alien  insurer;  provided,  that  life,  title  or  mortfjase  insurance  shall 
not  be  included  among  tbe  classes  of  insurance  in  determining  the  minimum  amount 
of  paid-in  capital  and  surplus  required  if  the  minimum  paid-in  capital  is  one  million 
dollars  ($1,000,000)  or  more,  and  if  the  paid-in  capital  is  less  than  one  million 
dollars  ($1,000,000)  the  minimum  sball  be  measured  by  adding  to  the  amounts 
set  forth  in  Section  700.01  two  hundred  thousand  dollars  ($200,000)  for  life  in- 
surance, two  hundred  fifty  thousand  dollars  ($2.50,000)  for  mortgage  insurance  and 
one  hundred   thousand   dollars    ($100,000)    for  title   insurance. 

Included  Classes  of  Insurance 

In  applying  such  provisions,  it  shall  be  conclusively  presumed  that  an  insurer 
transacts  all  classes  of  insurance  for  which  it  is  or  seeks  to  be  admitted  to  transact 
in  this  State. 

Minimum  Amount  Required  for  Renewals 

(b)  TTiitil  .Tune  30,  1052,  the  minimum  amount  of  paid-in  capital  and  surplus  as 
may  be  required  for  renewal,  for  the  same  classes  of  insurance,  of  any  certificate 
of  authority  of  an  insurer  which  was  in  effect  on  October  1,  1040,  shall  be  measured 
by  the  classes  of  insurance  for  which  such  insurer  is  admitted  in  this  State.  An 
application  for  admission  to  transact  any  class  of  insurance  for  which  an  insurer 
was  not  admitted  on  October  1,  1940,  or  the  transaction  in  any  jurisdiction  of  any 
class  of  insurance  which  it  did  not  transact  on  October  1,  1949,  subjects  the  appli- 
cant to  subdivision  (a). 

"Insurer" 

(c)  As  u.sed  in  this  section,  "insurer"  includes  a  reciprocal  or  interinsurance 
exchange  and  its  attorney  in  fact. 

(Amended  by  Stats.  1951,  Ch.  542.) 

Insurers  Exemptions 

1700.5.  The  provisions  of  this  chapter  limiting  the  insurance  which  may  be 
placed  with  nonadmitted  insurers  and  requiring  any  report  thereof  shall  not 
apply  to  : 

(a)  Reinsurance  of  the  liability  of  an  admitted  insurer. 

(b)  Insurance  against  perils  of  navigation,  transit  or  transportation  upon  hulls, 
freights  or  disbursement.s',  or  other  shipowner  interests ;  upon  goods,  wares,  mer- 
chandise and  all  other  personal  property  and  interests  therein,  in  course  of  exporta- 
tion from  or  importation  into  any  country,  or  transportation  coastwise,  including 
transportation  by  land  or  water  from  point  of  origin  to  final  destination  and 
including  war  risks ;  and  marine  builder's  risks,  dry  docks  and  marine  railways, 
including  insurance  of  ship  repairer's  liability,  and  protection  and  indemnity  insur- 
ance, but  excluding  insurance  covering  bridges  or  tunnels. 

(c)  Aircraft  insurance. 

(d)  Insurance  on  property  or  operations  of  railroads  engaged  in  interstate  com- 
merce. 

Special  Lines,  Surplus  Line  Broker 

The  insurance  specified  in  the  foregoing  paragraphs  (b),  (c),  and  (d),  may  he 
placed  with  a  nonadmitted  insurer  only  by  and  through  a  special  lines'  surplus 
line  broker.  The  license  of  a  special  lines'  surplus  line  broker  shall  be  applied  for 
and  procured  and  shall  be  subject  to  the  same  fees  for  filing  on  issuance  in  the 
same  manner  as  the  license  of  a  surplus  line  broker,  except  that  in  lieu  of  the 
bond  required  by  subdivision  (b)  of  Section  1705,  there  shall  be  delivered  to  the 
commissioner  a  bond  in  the  form,  amounts,  and  comlitions  specified  in  Section  1G44 
of  this  code  and  only  one  fee  shall  be  collected  from  one  person  for  both  licenses. 
Such  licensee  in  respect  to  such  business  shall  be  subject  to  all  the  provisions  of 
this  chapter  except  Sections  1761,  17G3  and  1775.5. 
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The  conimissfioiipr  may,  in  respect  to  business  written  or  placed  under  the  provi- 
sions of  this  section,  require  such  information  and  reijorts  thereof  as  he  considers 
necessary,  convenient  or  advisable  for  tax  or  statistical  purposes. 

Each  placiui?  of  insurance  in  violation  of  this  chapter  is  a  misduieauor. 

Revocation  of  License,  etc. 

Tlic  roinniissioiuT  may  revoke,  suspend  or  deny  any  liecuse  f;raiitc'd  pursuant  to 
this  code  in  accordance  with  the  procedure  provided  in  Section  1781  or  any  certifi- 
cate of  authority  firanted  pursuant  to  this  code  in  accordance  with  the  procedure 
provided  in  Section  704  whenever  he  finds  that  the  licensee  or  holder  of  the  cer- 
tificate has  committed  a  violation  of  this  section. 

The  iiremium  for  insurance  placed  by  or  through  a  special  lines'  surplus  line 
broker  pursuant  to  this  section  shall  not  be  subject  to  the  tax  imposed  upon  such 
broker  based  upon  gross  premiums  paid  for  insurance  placed  under  authority  con- 
ferred bv  his  license. 

(Amended  by  Stats.  IM.""),  Ch.  001.) 

Additional  Capital  and  Classes 

10.")11.  If  authorized  by  its  charter,  such  an  incorporated  life  in.^urer  may, 
except  as  provided  in  Section  700.03,  transact,  in  addition  to  life  insurance,  any 
of  the  following  classes  of  insurance  if  its  total  paid-in  capital  is  at  least  two 
hundred  thousand  dollars  ($200,000)  in  excess  of  the  sum  of  the  amounts  set  forth 
opposite  the  classes  of  insurance  transacted  : 

Number  and  name  of  class  Amount  of  Capital 

transacted  to  be  added 

G.  Disabilitv    $."0,000 

8.   Liability                                   "1  100.(KtO 

!>.  Workmen's  compensation    j- for  all  or  any 

10.  Common   carrier  liability   J  of  them 
(Amended  by  Stats.  10.^)3,  Ch.  9o8.) 

Capital  Requirements 

12110.  An  incorporated  insurer  which  does  not  i.ssuc  lire,  marine,  life,  liability. 
workmen's  compensation,  common  carrier  liability,  surety,  title  or  mort^ase  policies 
but  does  Issue  other  insurance  policies  on  a  reserve  basis  shall  be  governed  by  the 
paid-in  cjii)ital  and  surplus  re(iulrements  of  Sections  700.01  to  700.0."),  inclusive. 

(  Ain.'ud.Ml  bv  Slats.  19.1."..  Ch.  !).~)S.) 


DIVISION  V.     AERONAUTICAL  SCHOOLS  AND  AVIATION  EDUCATION 

1.  Cession  of  Lands  to  Federal  Government  for  Aerial  Training. 

2.  I'ilot  Training  Courses  Outside  State. 

3.  Aviation  Education  (Jcnerally  in  Public  Schools. 

4.  Agreement  With   United  States  for  Establishing  Aeronautics  Courses   la    ruhllc 
Schools. 

5.  Wind  Tunnel  at  San  Diego  State  College. 

G.  Api>ropriatlon  for  Aeronautical  Instruction  at  T^  C.  li.  A. 

7.   Appropriation     for    Transportation     and     l''ngiueerlng     Institutes     at     I'.     C.     in 
I'.erkeh-y. 

1.  Cession  of  Lands  io  Federal  Government  for  Aerial  Training  (Stats.   1933, 
Ch.  845) 
An  act  ceding  to  tiie  United  States  of  America  cei'taln  lands  of  the  State  of  Cali- 
fornia, for  aerial  Ir.ilning,  military  camps  and  other  Federal  purjjoses. 

[Approved  by  the  Governor  June  12,  l!t,33.  In  eflect  August  21,  1933.] 

The  p<()f)lc  of  the  Stntc  of  Cnlifornia  do  rttart  ax  folhncK: 
Certain  State  Lands  Ceded  to  United  States 

Skctio.n  1.  There  is  liereby  ceded  to  the  United  States  of  America  all  of  the 
right,  title  and  interest  of  the  State  of  California  in  and  to  those  certain  lands  situ- 
ate in  the  county  of  La.»<.seu,  State  of  California,  and  more  particularly  described 
as  follows,  to  wit : 
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Desci'iption 

The  lands  comprisiiij;-  the  bed  of  Ilono.v  Lake  with  houudaries  in  accordance  with 
meander  linos  for  said  lake  as  shown  on  the  accepted  plats  of  United  States  surveys 
of  public  lands,  and  also  s'H-tion  eighteen,  township  twenty-seven  north,  range  six- 
teen east,  Mount  Diablo  meridian. 

Conditions  and  Reservations 

Skc.  2.  The  lands  described  in  section  1  of  this  act  are  ceded  to  the  United 
States  of  America  for  aerial  training,  military  camps  and  other  Federal  purposes; 
provided,  that  the  State  reserves  the  right  to  serve  and  execute  on  said  lands,  or 
any  portion  thereof,  all  civil  process  not  incompatible  with  this  cession,  and  such 
criminal  process  as  may  lawfully  issue  under  the  authority  of  the  State  against  any 
person  or  pei-sons  charged  with  crimes  or  offenses  committed  without  the  exterior 
bounds  of  said  lands. 

Reversion  of  Lands 

Sec.  3.  The  cession  of  the  lands  described  in  section  1  of  this  act  is  made  upon 
the  express  condition  that  the  said  lands  be  utilized  by  the  United  States  of  America 
for  the  purposes  mentioned  in  this  act  and  should  the  United  States  of  America 
abandon  the  said  lands  or  determine  not  to  utilize  said  lands  for  the  purposes  herein 
mentioned,  the  State  of  California  shall  be  entitled  to  the  immediate  reversion  of 
said  lands  and  may  reenter  and  take  possession  as  if  this  cession  had  never  been 
made. 

2.  Pilot  Training  Courses  Oufside  State  (Education  Code) 
Classes  Outside  State 

8817.  The  governing  board  of  any  district  which  maintains  a  junior  college  may 
establish  and  maintain  junior  college  classes  outside  of  the  State,  comprising  a  part 
of  an  aircraft  pilot  training  program  conducted  by  the  district  under  an  agreement 
with  the  Federal  Government  or  any  agency  thereof,  during  the  time  that  it  is  un- 
lawful by  reason  of  any  law  or  order  of  the  Federal  Government  or  any  agency 
thereof  for  such  classes  to  be  maintained  within  the  district. 

The  governing  board  may  make  such  expenditures  and  do  such  things  in  connec- 
tion with  the  establishment  and  maintenance  of  classes  under  this  section  as  it  could 
do  were  the  classes  established  and  maintained  within  the  district. 

(Added  by  Stats.  194,3,  Ch.  71  as  part  of  codification.) 

3.  Aviation  Education  Generally  in  Public  Schools  (Article  12,  commencing  at 
Section  10221,  Chapter  1 ,  Division  5,  Education  Code) 

Article  12.     Aviation  Education 
(Article  added  by  Stats.  1957,  Ch.  1592) 

Aviation  Education  Program 

10221.  The  Department  of  Education  shall  aid  and  assist  local  school  districts 
in  the  development  and  conduct  of  a  program  of  aviation  education.  The  California 
Aeronautics  Commission  may  aid  and  assist  in  the  selection  of  airports  and  pilots 
used  by  the  local  school  districts  in  flight  indoctrination  and  instruction. 

Aims  and  Purposes 

10221.1.  The  governing  board  of  each  district  is  encouraged  to  develop  aims  and 
purposes  of  aviation  education  designed  to  include:  (a)  integration  of  appropriate 
aviation  concepts  throughout  the  elementary  school  with  units  of  instruction  in 
science,  social  studies,  and  arithmetic;  (b)  aviation  experiences  in  junior  high 
schools  in  the  areas  of  social  studies,  science,  and  arithmetic;  (c)  elective  courses 
in  senior  high  schools  and  four-year  high  schools  including  air  transportation,  voca- 
tional training,  economic,  social  and  political  implications  of  aviation,  the  science  of 
flight,  history  of  aviation,  and  flight  experience  where  appropriate  airports,  planes, 
and  pilots  are  available,  and  the  need  for  such  instruction  is  indicated.  Periodic  re- 
ports shall  be  made  to  the  California  Aeronautics  Commission  concerning  the  flight 
indoctrination  and  instruction  program. 
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Courses 

10221.2.  The  fjovcruiiif,'  bounls  of  ili.stricts  niaiutniiiiiiK  junior  oollesos  are  ur.i^etl 
to  dosifrn  coursos  inchuliu!,'  air  trans))ortati«>n.  vocational  education,  career  oppor- 
tunities in  civil  and  military  aviation,  technical  training,  flijiht  experience,  and 
ground  instruction  in  localities  where  the  needs  of  tlH>  youth  in  these  conununities 
warrant   such   a   course  in   these  schools. 

Insurance  Program 

10221.4.  The  California  Aeronautics  Commission  is  authorized  to  make  available 
fo  piihlic  schools  offering  actual  flight  experience  as  part  of  the  regular  curriculum 
a  basic  insurance  program  and  to  assure  tliat  ade(piate  supervision  and  precaution- 
ary measures  are  taken  by  the  flight  school  operators  contracted  to  provide  services 
for  public  school  students.  The  governing  board  of  any  school  district  offering  actual 
fliglit  experience  as  part  of  the  regular  curriculum  may  participate  in  the  l)asic  in- 
surance program  provided  by  the  commission  and  pay  from  the  funds  of  the  district 
a  pro-rata  share  of  the  cost  of  the  insurance  program. 

4.  Agreement  With  United  States  for  Establishing  Aeronautics  Courses  in  Pub- 
lic Schools  (Education  Code) 

Courses  in  Aeronautics 

KMiOf).  The  Superintendent  of  Public  Instruction  may  enter  into  an  agreement 
with  the  Government  of  the  Ignited  States  or  any  agency  thereof  relative  to  the 
establishment  of  courses  of  study  in  aeronautics  in  the  junior  colleges,  State  colleges, 
and  technical  schools  of  the  Public  Schoid  System. 

(Amended  by  Stats.  194r».  Ch.  1012.) 

5.  Wind  Tunnel  at  San  Diego  State  College  (Education  Code) 

Wind  Tunnel 

20503.  A  wind  tunnel  and  necessary  appurtenances  may  be  ciccted  and  main- 
tained on  the  cami)us  of  the  San  Diego  State  College  for  use  in  tlie  study  of  in-ohlems 
relating  to  aircraft. 

The  wind  tunnel  and  appurtenances  may  be  erected  and  maintained  by  the  Federal 
(Jovernment.  or  by  any  agency  thereof,  or  may  be  erected  and  maintained  through 
fuiuls  granted  to  the  State,  or  any  agency  thereof,  by  the  Federal  Government,  or 
any  agency  thereof.  The  construction,  maintenance,  and  use  thereof  shall,  in  any 
case,  be  subject  to  such  terms  and  conditions  as  are  agreed  upon  by  the  Federal 
Government  or  any  of  its  agencies  and  the  Director  of  Education. 

The  wind  tunnel  and  appurtenances  may  he  leased,  in  the  manner  provided  by 
law,  to  industries  engaged  in  furnishing  sujipHes  and  materials  to  the  Federal  Gov- 
ernment,  or  any  agency   or  agencies   thereof,   and   to  educational   institutions. 

(Added  by  Stats.  l!)4;i,  Ch.  71  as  part  of  codification.) 

6.  Appropriation  for  Aeronautical  Instruction  at  U.  C.  L.  A.  (Stats.   1943,  Ch. 
1081) 

.1/1  <irt  to  provide  for  the  erection  and  eiiuipmcnt  of  a  building  or  buildingK  on  the 
Caniiius  of  the  T'nirersity  of  California  at  Los  Angeles  for  use  in  eoitnertiitn  with 
instruction  in  engineering,  for  the  establishment  and  maintenance  of  a  course  in 
engineering  on  the  Campus  of  the  I'niversily  of  California  at  Los  Angeles,  and  to 
make  an  aiipropriation  therefor. 

In  Effect  August  4,  1943 

[Approved  by  Governor  June  S,  104.3.  Filed  with  Secrclaiy  of  State  .Mine  S.  l'.H:;.| 
I   ol»ject   to   the   item  of  .$().".0,0(M»   in   Section    1    of  Asseml)ly    P.ill   Xo.    1140,  and    I 
reduce  said  .•iniounf   to  !i;.300,000.  With  this  reduction  1   approve  the  bill. 

Eaiu.  Waurf.n" 
Go\ernor  of  California 
I'he  prii/ih   tif  the  Stall-  of  CalifoDiiii  do  enact  as  follows: 

Appropriation:    Engineering   Instruction 

Skctio.N  1.  In  ad<litiou  to  any  money  otherwise  appropriated  to  The  K<-gents  of 
the  University  of  California  or  for  the  support  of  the  University  of  California,  the 
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sum  of  six  hundred  fifty  thousand  dollars  ($(ir)0.000)  is  hereby  appropriated  to  The 
Regents  of  the  ITuiversity  of  California  out  of  any  money  in  the  State  treasury  not 
otherwise  appropriated,  to  be  expended  by  The  Regents  of  the  University  of  Califor- 
nia for  the  purpose  of  establishing  and  maintaining  on  the  (^anipus  of  the  T^niversity 
of  California  at  Los  Angeles  instruetion  in  engineering,  with  emphasis  on  the 
major  disciplines  fundamental  to  aeronautical  science  and  engineering,  and  for  the 
equipment  of  a  building  or  buildings  to  be  used  in  connection  with  said  course  of 
instruction. 

7.  Appropriaiion   for   Transporiation   and   Engineering   Institutes   at   U.   C.   in 
Berkeley  (Stats.   1947,  Ch.   1573;  amended  by  Stats.   1949,  Ch.  78) 

Title 

An  act  making  an  appropriaiion  to  the  Regents  of  the  University  of  California 
for  establishing  and  operating  an  institute  of  transportation  and  traffic  engineering, 
and  providing  that  actual  and  necessary  expenses  of  certain  otficers  and  employees 
in  attending  and  participating  in  meetings  sponsored  by  or  engaged  in  by  such  insti- 
tute are  charges  against  funds  of  the  State,  county,  city  and  county,  city,  or  district, 
l)y  which  such  officers  or  employees  are  employed. 

(Amended  by  Stats.  1949,  Ch.  78.) 

In  Effect  September  19,  1947 

[Approved  by  Governor  .July  19,  1947.  Filed  with  Secretary  of  State  July  19,  1947.] 
I  object  to  the  item  of  appropriation  in  Section  1  of  Senate  Bill  No.  1423  and  I 
reduce  that  appropriation  to  three  hundred  fifty-five  thou.sand  dollars  ($.355,000). 
As  so  reduced  I  approve  the  bill.  In  making  this  reduction  it  is  my  intention  to  elimi- 
nate all  money  for  land  and  headquarters  building  and  to  make  available  for  ex- 
penditure as  provided  in  the  bill  during  the  Fiscal  Year  1947-1948,  $225,000  for 
field  station  instruments  and  facilities,  $50,000  for  highway  materials  and  structures, 
and  $80,000  for  administration    (including  maintenance  and  supplies). 

Earl  Warren 
Governor  of  California 
The  people  of  the  State  of  California  do  enact  as  follows: 

Appropriation  for  Institute  of  Transportation  and  Traffic  Engineering 

Section  1.  Out  of  any  money  in  the  State  Treasury  not  otherwise  appropriated 
there  is  hereby  appropriated  the  sum  of  nine  hundred  twenty  thousand  dollars 
($920,000)  to  the  Regents  of  the  University  of  California  for  the  establishment  of 
an  Institute  of  Transportation  and  Traffic  p]ngineering  in  the  Department  of  Engi- 
neering of  the  University  of  California,  at  Berkeley.  Said  institute  shall  carry  on 
instruction  and  research  related  to  the  design,  construction,  operation,  and  mainte- 
nance of  highways,  airports,  and  related  facilities  for  public  transportation. 

(Stats.  1947,  Ch.  1573.) 

Co-operation  With  Other  Agencies 

Sec.  2.  To  the  extent  deemed  appropriate  by  the  regents  the  Institute  of  Trans- 
portation and  Traffic  Engineering  shall  cooperate  in  research  with  the  State  Division 
of  Highways  and  with  other  agencies  charged  with  responsibility  for  the  design, 
construction,  maintenance,  and  opemition  of  highways,  airports,  and  other  related 
facilities  for  public  transportation.  In  addition  to,  but  not  to  the  exclusion  of,  other 
appropriate  subjects  for  research  and  study,  the  institute  shall  gi\e  attention  to  the 
interrelated  problems  of  highway  design,  traffic  control,  and  highway  safety. 

(Stats.  1947,  Ch.  1573.) 

Allocation  of  Funds 

Sec.  3.  The  sum  hereby  appropriated  may  be  expended  as  follows  :  The  whole  or 
any  part  thereof  for  buildings,  land,  equipment,  instruments,  and  personal  services 
as  determined  by  the  regents  to  be  necessary  for  the  acquisition  of  physical  facilities 
appropriate  to  the  purposes  of  the  institute,  and  not  more  than  one  hundred  sixty 
thousand  dollars  ($160,000)  thereof  for  personal  services,  supplies,  instruments, 
equipment,  and  services  other  than  personal,  necessary  for  the  operation  of  the  said 
institute  during  the  Fiscal  Years  1947-48  and  1948-49.' 

(Stats.  1947,  Ch.  1573.) 
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Authorization  to  Attend 

Payment  of  Expenses 

Si:c.  4.  The  Director  of  Public  AVorks,  or  the  ^'ovcrniiif;  body  *<[  any  cminty,  city 
autl  county,  city,  or  district,  charged  with  the  responsibility  for  the  design,  con- 
struction, maintenance  and  operation,  of  highways,  airports  and  related  facilities, 
and  the  interrelated  problems  of  traffic  control  and  highway  safety,  may  authorize 
officers  and  employees  of  their  respective  agencies  to  attend  and  to  participate,  as 
part  of  their  duties,  in  the  institutes,  conferences,  sessions  and  other  meetings 
sponsored  by  or  engaged  in  by  the  Institute  of  Transportation  and  Traffic  Engineer- 
ing, and  the  actual  and  necessary  expenses  of  such  officers  and  employees  in  so 
attending  and  participating  in  such  meetings  shall  be  a  charge  against  the  funds, 
including  moneys  from  the  Highway  Users  Tax  Fund,  of  the  State,  county,  city  and 
county,  city,  or  district,  by  which  such  officers  or  employees  are  employed. 

(Amended  by  Stats.  1949,  Ch.  78.) 

DIVISION  VI.     CALIFORNIA  STATUTES  AND  CODE  REFERENCES 

Statutes  included  in  this  compendium : 

Year                                                Chapter  Year 

1931    247  1943    

1931    1193  1943    

1933    845  1947    

1941    52  1947    

1943    343  1949    

1943   607 

Code  sections  included  in  this  compendium : 


Chapter 

-  987 
.  1081 
.  872 
.  1573 
.   78 


AGRICULTURAL   CODE 


Section 

Section 

160.6 

286-286.5 

BUSINESS  AND   PROFESSIONS   CODE 

Section 

Section 

Section 

23020 

23321.5 

24040 

23046 

23397 

24046 

23047 

23664 

25171 

23321 

CIVIL  CODE 

Section 

Section 

Section 

2958a 

2971 
CODE   OF   CIVIL   PROCEDURE 

3014.5 

Section 

Section 

Section 

731b 

1238 

1239.4 

1208.61-1208.70 

1239.2 
EDUCATION   CODE 

Section 

Section 

Section 

8817 

10221.4 

18404 

10221-10221.2 

10605 
FISH   AND   GAME   CODE 

20503 

Section 

Section 

Section 

1011 

3002 

3501 

1353 

3003 
GOVERNMENT   CODE 

10740-10741 

Section 

Section 

Section 

11007.6 

37389 

54309 

11030.5 

:',74K)-37444 

58500-58732 

1.5500-]  5500 

.50470-50478 

65460 

20020-2002S 

50485-50485.14 

65467 
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HARBOR   AND   NAVIGATION 

CODE 

Section 

1940-1945 

INSURANCE  CODE 

Section 

Section 

Section 

118 

700.05 

10295 

700.01 

1691 

10511 

700.02 

1760.5 

12110 

700.03 

10206.5 

MILITARY  AND   VETERANS 

CODE 

Section 

398 

PENAL   CODE 

Section 

Section 

Section 

384b 

499d 

11300-11318 

459 

625b 

499b 

783 

PUBLIC   RESOURCES   CODE 

Section 

7056 

PUBLIC   UTILITIES   CODE 

Section 

Section 

Section 

21001-21694 

22001-22979 

24001-24039 

REVENUE   AND  TAXATION 

CODE 

Section 

Section 

Section 

220 

8352 

8357.5 

6366 

8357 

VEHICLE   CODE 

Section 
459.3 

WATER  CODE 

Section 
22140-22146 

8358 

CIVIL  AIR  REGULATIONS  OF  THE  CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

PART  43.  GENERAL  OPERATION  RULES 

The  regulations  of  this  part  have  been  issued  by  the  Civil  Aero- 
nautics Board  under  Section  205,  1952  Statutes  984,  as  amended;  49 
United  States  Code  425.  They  interpret  or  apply  Section  601,  1952 
Statutes  1007,  as  amended ;  49  United  States  Code  551.  They  appear 
at  19  Federal  Register  6370  October  2,  1954,  except  as  otherwise  noted. 

PART  43.     GENERAL  OPERATION  RULES 

General 
Sec. 
43.1     Scope. 

Aircraft  Requirements 

43.10  Aircraft  requirements. 

43.11  Transport  category  airplane  weight  limitations. 
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Special  Air  Rfgulation  Applicable 
Ix  Lieu  of  Sec.  48.11 

Sec.  .  ,     ,.    .      • 

43T.11     Transport  category  airplane  weight  limitations. 

Maintenance 

43.20  General. 

43.21  Flight  tests. 

43.22  Inspections. 

43.23  Aircraft  and  engine  maintenance  records. 

43.24  Rebuilt  engine  logs. 

Aircraft  Instruments  and  Equipment 

43.30  Instnuncnts   and   eiiuipment   for   NC   powered    aircraft    or   powered    aircraft 

with  standard  airworthiness  certificates. 

43.31  Aircraft  electronic  navigation  equipment  accuracy. 

Piloting  Rules  (General) 

43.40  rilot  certificate. 

43.41  Medical  certificate  and  renewal. 

43.42  Operation  during  physical  deficiency. 
43.4")     r.se  of  li(iuor,  narcotics,  and  drugs. 
43.40     Towing  hy  aircraft. 

43.47  Dropping  objects  or  persons. 

43.48  Acrobatic  flight. 
4.'5.4'J     Parachutes. 

43.50  Transportation  of  explosives  and  other  dangerous  articles. 

43.51  Fuel  supply. 

Student  Pii.or  Limitations 

43.52  General  limitations. 

43.55  Aircraft  limitations. 

43.56  Recent  experience. 

Private  and  Commercial  Pilot  Pkivileges  and  Limitations 

43.60  Private  pilot. 

43.61  Commercial  pilot. 

43.62  Airline  transport  pilot. 

43.63  Rating  retiuirements. 

43.61  Flight  instruction  limitations. 

43.65  Instrument  flight  limitations. 

43.67  Simulated  instrument  flight. 

43.68  Recent  flight  experience. 

Definitions 
43.70     Definitions. 

GENERAL 

§  43.1.  Scope.  This  i)ait  governs  the  operation  of  civil  aircraft  in  tlie  United 
States. 

AIRCRAFT   REQUIREMENTS 

§43.10.  Aircraft  requirements,  (a)  No  aircraft  shall  be  operated  unless  an 
appropriate  and  valid  airwoi  Ihincss  certificate  or  special  flight  permit,  and  a  regis- 
tration certificate  issued  to  the  owner  of  the  aircraft,  are  carried  in  the  aircraft. 

(b)  No  aircraft  sliall  be  operated  except  in  accordance  with  the  operating  limita- 
tions prescribi'd  l)y  the  certificating  authority  of  the  country  of  registry. 

(c)  No  aircraft,  except  foreign  aircraft,  shall  be  operated  unless  it  is  identified  in 
accordance  with  the  requirements  of  Part  1  of  this  sultchapter. 

(d)  Xo  aircraft,  except  foreign  aircraft,  shall  lie  operated  unless  there  is  available 
in  the  aircraft  appropriate  aircraft  operating  limitations  set  forth  in  a  form  and 
manner  aptiroved  by  the  Administrator  or  a  current  Aircraft  Flight  .Manual  ap- 
proved by  the  Administrator. 

(Last  amended  f..rm  22  F.  R.  182.  .Tan.  0,  1!»57.) 
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§43.11.  Transport  category  airplane  weight  limitations,  (a)  No  transport 
category  airplane  or  airplane  certilieato  in  accordance  with  the  transport  category 
performance  reciuiremenls  shall  he  taken  off  from  any  airport  located  at  an  elevation 
outside  of  the  altitude  range  for  which  maxinunu  take-off  weights  have  heen  deter- 
mined, and  no  airplane  shall  depart  for  an  airport  of  intended  destination  or  have 
any  airport  specified  as  an  alternate  which  is  located  at  an  elevation  outside  of  the 
altitude  range  for  which  nuixinuini  landing  weights  have  been  determined. 

(b)  The  weight  of  the  airplane  at  take-off  shall  not  exceed  the  authorized  maxi- 
mum take-off  weight  for  the  elevation  of  the  airport  from  which  the  take-off  is  to 
be  made. 

(c)  The  weight  at  take-off  shall  be  such  that,  allowing  for  normal  consumption 
of  fuel  and  oil  in  flight  to  tiie  airport  of  intended  destination,  the  weight  on  arrival 
will  not  exceed  the  authorized  maximum  landing  weight  for  the  elevation  of  such 
airport. 

(Added  by  22  F.  R.  5804,  July  24,  ]n.-»7.) 

43T.11.  Transport  category  airplane  weight  limitations.  The  performance 
data  in  the  Airplane  Flight  Manual  shall  be  applied  in  determining  compliance  with 
the  following  provisions : 

(a)  No  airplane  shall  be  taken  off  at  a  weight  which  exceeds  the  take-off  Aveight 
specified  in  the  Airplane  Flight  Manual  for  the  elevation  of  the  airport  and  for  the 
ambient  temperature  existing  at  the  time  of  the  take-oft".  (See  §  §  4T.12o  (a)  (1) 
and4T.743  (a).) 

(b)  No  airplane  shall  be  taken  off  at  a  weight  such  that,  allowing  for  normal 
consumption  of  fuel  and  oil  in  flight  to  the  airport  of  destination  and  to  the  alter- 
nate airports,  the  weight  on  arrival  will  exceed  the  landing  weight  specified  in  the 
Airplane  Flight  Manual  for  the  elevation  of  each  of  the  airports  involved  and  for 
the  ambient  temperatures  anticipated  at  the  time  of  landing.  (See  §  §  4T.123  (a) 
(2)  and  4T.743  (a).) 

(c)  No  airplane  shall  be  taken  off  at  a  weight  which  exceeds  the  weight  shown 
in  the  Airplane  Flight  Manual  to  correspond  with  the  minimum  distances  required 
for  take-off.  These  distances  shall  correspond  with  the  elevation  of  the  airport,  the 
runway  to  be  used,  the  effective  runway  gradient,  and  the  ambient  temperature  and 
wind  component  existing  at  the  time  of  take-off.  (See  §  §  4T.123  (a)  (3)  and  4T.743 
(a).)  If  the  take-off  distance  includes  a  clearway  as  defined  in  Item  5  of  this  regula- 
tion, the  take-off  distance  shall  not  include  a  clearway  distance  greater  than  one-half 
of  the  take-off  run. 

(d)  No  airplane  shall  be  operated  outside  the  operational  limits  specified  in  the 
Airplane  Flight  Manual.  (See  §  §  4T.123  (a)    (4)  and  4T.743  (a).) 

(Applicable  in  lieu  of  Sec.  43.11,  S.  R.  422 A,  23  F.  R.  5163,  July  8,  1958.) 

MAINTENANCE 

§  43.20.  General.  No  person  shall  operate  an  aircraft  unless  it  is  in  an  air- 
worthy condition.  Maintenance  shall  be  performed  in  accordance  with  Part  18  of 
this  subchapter. 

(Last  amended  form  21  F.  R.  2587,  April  20,  1956.) 

§43.21.  Flight  tests.  When  an  aircraft  has  undergone  any  repair  or  alteration 
which  may  have  appreciably  changed  its  flight  characteristics  or  substantially  af- 
fected its  operation  in  flight,  such  aircraft,  prior  to  carrying  passengers,  shall  be 
test  flown  by  at  least  a  private  pilot  appiopriately  rated  for  the  aircraft,  and  a 
notation  to  that  effect  shall  be  entered  by  such  pilot  in  the  aircraft  log. 

§4.3.22.  Inspections,  (a)  Periodic  and  one-hundred-hour  inspections.  No 
aircraft  shall  be  operated,  except  when  it  carries  a  special  flight  authorization  or  a 
currently  effective  experimental  certificate,  unless  within  the  preceding  12  calendar 
months  it  has  been  given  a  periodic  inspection  in  accordance  with  the  requirements 
of  Part  18  of  this  subchapter  and  has  been  approved  for  return  to  service  by  a  per- 
son authorized  by  Part  18  of  this  subchapter.  Additionally,  an  aircraft  shall  not  carry 
passengers  for  hire  or  be  used  for  flight  instruction  for  hire  unless  within  each  100 
hours  of  time  in  service  it  has  been  inspected  in  accordance  with  the  requirements  of 
Part  18  of  this  subchapter  and  has  been  approved  for  return  to  service  by  a  person 
authorized  in  Part  18  of  this  subchapter :  Provided,  That  this  interval  may  be 
exceeded  by  not  more  than  10  hours  when  necessary  to  reach  a  point  at  which  the 
inspection  may  be  accomplished,  in  which  event  such  time  must  be  included  in  the 
next  100-hour  interval.  The  periodic  inspection  required  above  will  be  accepted  as  a 
l(X)-hour  inspection. 
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(b)  Progressive  inspection.  An  ;iircriift  sli.ill  1)0  oxompt  from  tho  provisions 
of  parasraph  (a)  of  this  section  if  the  owner  or  operator  provides  or  makes  arrange- 
ments for  siiital)le  procoflures,  personnel,  and  facilities  for  prog;ressivo  inspection  as 
prescriliod  liy  (he  Administrator  in  accordance  with  Part  IS  of  this  subchapter. 

(c)  Other  exemptions.  An  aircraft  shall  he  exempt  from  the  provisions  of 
paragraphs   (a)   and   (b)   of  this  section  if: 

(1)  It  is  an  aircraft  operated  in  accordance  with  the  provisions  of  Part  40  or 
Part  41  of  this  subchapter;  or 

(2)  It  is  an  aircraft  of  more  than  12,500  pounds  maximum  certificated  takeoff 
weight  and  is  operated  in  accordance  with  the  provisions  of  Part  42  of  tiiis  sub- 
chapter. 

XoTE :  Until  the  expiration  or  exchange  of  the  currently  effective  airworthiness 
certificate,  an  aircraft  will  be  operated  in  accordance  with  the  provisions  of  §  43.22 
prior  to  its  revision.  However,  the  owner  or  operator  may,  at  his  oi)tioM,  exchange 
the  (lid  certificate  at  any  time  prior  to  its  expiration  date.  For  the  purpose  of  imple- 
menting this  amendment,  the  inspection  for  original  issuance  or  renewal  of  the  air- 
worthiness certificate  may  be  considered  equivalent  to  the  periodic  inspection  re- 
quired by  the  amended  §  43.22  (a).  The  periodic  inspection  required  by  §  43.22  (b) 
prior  to  this  amendment  will  he  considered  equivalent  to  a  100-hour  inspection  re- 
quired by  the  amended  §  43.22   (a). 

(Last  amended  form  21  F.  R.  2587,  April  20,  1950.) 

§  43.2.3.  Aircraft  and  engine  maintenance  records.  The  registered  owner  or 
operator  shall  maintain  a  maintenance  record  in  a  form  and  manner  prescribed  by 
the  Administrator  which  shall  include  a  current  and  accurate  record  of  the  total 
time  in  service  on  the  aircraft  and  on  each  engine,  a  record  of  inspections,  and  the 
record  of  maintenance  required  by  Part  IS  of  this  subchapter.  Such  records  shall  be: 

(a)  I'rcsented  for  required  entries  each  time  inspection  or  maintenance  is  ac- 
complished on  the  aircraft  or  engine, 

(h)  Transferred  to  tlie  new  registered  owner  or  operator  upon  disposition  of  the 
aircraft  or  engine  involved,  and 

(c)  Made  availal)le  for  inspection  by  authorized  representatives  of  the  Admin- 
istrator or  IJoard. 

(Last  amended  form  21  F.  R.  2588,  April  20,  1956.) 

§  4."j.24.  Rebuilt  engine  logs.  A  new  record  without  previous  operating  history 
may  be  used  for  an  aircraft  engine  rebuilt  by  the  manufacturer  or  any  agency  ap- 
proved by  the  manufacturer  for  such  work,  provided  such  new  record  contains  a 
signed  statement  by  such  manufacturer  or  agency  giving  the  date  the  engine  was 
rebuilt  and  such  other  information  as  the  Administrator  may   require. 

AIRCRAFT   INSTRUMENTS   AND   EQUIPMENT 

§  4o.t50.  Instruments  and  equipment  for  NC  powered  aircraft  or  powered  air- 
craft with  standard  airworthiness  certificates.  The  following  instruments  and 
equiinnent,  or  instruments  and  equipment  which  the  Administrator  has  found  to 
be  the  equivalent,  are  required  for  the  particular  category  of  operation  specified  : 

Note:  Instrument  and  equipment  installations  are  required  to  comply  with  the 
applicable  airworthiness  jiarts  of  the  Civil  Air  Regulations. 

(a)  Contact  flight   rules    (day).      (1)    Air-speed   indicator. 

(2)  Altimeter. 

(3)  Magnetic  direction  indicator. 

(4)  Tachometer  for  each  engine. 

(5)  Oil  pressure  gauge  for  each  engine  using  pressure  system. 
(G)  Temperature  gauge  for  each  liquid-cooled  engine. 

(7)  Oil  temperature  gauge  for  each  air-cooled  engine. 

(8)  Manifold  pressure  gauge,  or  equiv:ilent,  for  each  altitude  engine. 

(9)  Fuel  gauge  indicating  the  quantity  of  fuel  in  each  tank. 

(10)  I'osition  indicator,  if  aircraft  has  retractable  landing  gear. 

(11)  Approved  flotation  gear  readily  available  for  each  occupant  and  a  Very 
pistol  or  eciuivajent  signal  device,  if  the  aircraft  is  operated  for  hire  over  water 
l)eyond  gliding  distance  from  shore  without  the  aid  of  power. 

(12)  Safety  belts  for  all  occupants:  Safety  belts  shall  be  of  an  approved  type.  In 
no  case  shall  the  rated  strength  of  a  safety  belt  be  less  than  that  corresiKinding  with 
the  ultimate  load  factors  specified  in  the  pertinent  currently  effective  aircraft  air- 
wortliiness  jiarts  of  the  regulations  in  (his  subchapter  taking  due  acc()unt  of  the 
dimensional  characteristics  of  the  safety  belt  installation  for  the  specific  seat  or 
berth  arrangement.  The  webbing  of  safety  belts  shall  be  subject  to  periodic  replace- 
ment as  prescribed  by  tho  Administrator. 
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(b)  Contact  flight  rules  (night).  (1)  Eciuipincnt  specified  in  paragraph  (a)  of 
this  section. 

(2)  Set  of  certificated  forward  and  rear  position  lights. 

(3)  An  approved  anti-collision  liRht  system  for  aircraft  having  a  maximum  cer- 
tificated weight  of  more  than  12,500  pounds  and  for  all  aircraft  which  arc  required 
to  have  anti-collision  light  systems  installed  by  the  terms  of  their  airworthiness 
certificate;  except  that,  in  the  event  of  failure  of  any  light  of  such  system,  the  air- 
craft may  continue  flight  to  the  next  stop  where  repairs  or  replacements  can  be  made 
without  undue  delay. 

(4)  One  electric  landing  light,  if  the  aircraft  is  operated  for  hire. 

(6)  An  adequate  source  of  electrical  energy  for  such  electrical  and  radio  equip- 
ment as  is  installed. 

(7)  One  spare  set  of  fuses  or  3  spare  fuses  of  each  magnitude. 

(c)  instrument  flight  rules.  (1)  Equipment  specified  for  contact  flight  rules 
in  paragraph  (a)  of  this  section  and,  for  night  flight,  equipment  specified  in  para- 
graph   (b)    of  this   section. 

(2)  Two-way  radio  communications  system  and  navigational  equipment  appro- 
priate to  the  ground  facilities  to  be  used. 

(3)  Gyroscopic  rate-of-turu  indicator. 

(4)  Bank  indicator. 

(5)  Sensitive  altimeter  adjustable  for  change  in  barometric  pressure. 

(6)  Clock  with  a  sweep  second  hand. 

(7)  Generator  of  adequate  capacity. 

(8)  Gyroscopic  bank  and  pitch  indicator   (artificial-horizon). 

(9)  Gyroscopic  direction  indicator   (directional  gyro  or  equivalent). 
(Last  amended  form  23  F.  R.  4135,  June  12,  1958.) 

§  43.31.  Aircraft  electronic  navigation  equipment  accuracy.  Except  for  air- 
craft in  which  the  omnidirectional  radio  range  (VOR)  equipment  is  maintained, 
checked,  and  inspected  in  accordance  with  a  procedure  approved^  by  the  Administra- 
tor, no  person  shall  operate  an  aircraft  under  instrument  flight  rules  using  the  VOR 
system  of  radio  navagation  unless  the  aircraft  VOR  equipment  has  been  operation- 
ally checked,  both  within  the  preceeding  ten  hours  of  aircraft  flight  time  and  within 
the  preceeding  ten  days,  and  found  to  be  within  the  limits  of  the  indicated  bearing 
error  specified  in  this  section  for  the  particular  check.  The  checks  shall  be  conducted 
in  accordance  with  either  paragraph   (a)   or   (b)   of  this  section  as  follows: 

(a)  (1)  If  a  CAA  operated  or  approved  test  signal^  is  available  at  the  airport 
of  intended  departure,  a  check  of  the  VOR  equipment  shall  be  accomplished  using 
this  test  signal.  The  maximum  permissible  indicated  bearing  error  is  plus  or  minus  4°. 

(2)  If  a  CAA  operated  or  approved  test  signal  is  not  available  at  the  airport  of 
intended  departure,  a  check  shall  be  accomplished  using  a  point  on  an  airport  surface 
designated  "  by  the  Administrator  as  a  VOR  system  check  point.  The  maximum  per- 
missible indicated  bearing  error  is  plus  or  minus  4°.* 

(3)  If  neither  a  CAA  operated  or  approved  test  signal  nor  a  designated  check 
point  on  the  airport  surface  is  available,  a  check  shall  be  accomplished  using  an  air- 
borne check  point  designated  ^  as  such  by  the  Administrator.  The  maximum  per- 
missible indicated  bearing  error  is  plus  or  minus  6°. 

(4)  In  the  event  none  of  the  checks  prescribed  in  subparagraphs  (1),  (2),  and 
(3)  of  this  paragraph  can  be  accomplished,  because  of  the  unavailability  of  a  check 
signal  or  point,  the  following  airborne  procedure  shall  be  accomplished : 

(i)  Select  the  VOR  radial  which  lies  along  the  center  line  of  an  established  VOR 
airway. 

(ii)  Choose  a  prominent  ground  point  along  the  selected  radial  preferably  more 
than  20  miles  from  the  VOR  ground  facility  and  maneuver  the  aircraft  directly 
over  the  point  at  a  reasonably  low  altitude,  and 

(iii)  Note  the  VOR  bearing  indicated  by  the  receiver  when  over  the  point.  The 
maximum  permissible  difference  between  published  radial  and  the  indicated  bear- 
ing is  plus  or  minus  6°. 


1  An  approved  continuous  maintenance  and  inspection  program  specified  in  Operations 
Speciflcations  issued  by  or  approved  by  the  Administrator  or  any  equivalent 
maintenance   and    inspection   system   specifically   approved   by   the  Administrator. 

-  CAA  operated  or  approved  test  signals,  and  ground  check  points  on  an  airport  sur- 
face and  airborne  check  points  designated  by  the  Administrator,  will  be  shown 
in  the  Airman's  Guide. 

s  In  making  this  check,  caution  should  be  exercised  to  head  the  aircraft  in  a  direction 
to  prevent  the  aircraft  structure  from  interfering  with  the  ground  signal. 


144  FINAL   REPORT 

(b)  If  dual  systems  (defined  as  VOR  units  independent  of  each  other  with  the 
exception  of  the  antenna)  are  installed  in  the  aircraft,  one  system  may  be  checked 
against  the  other  in  the  following  manner  in  lieu  of  the  checlv  procedures  specified 
al)0ve :  Both  systems  shall  be  turned  to  the  same  VOR  ground  facility  and  the  in- 
dicated bearings  to  that  station  noted.  The  maximum  permissible  variation  between 
the  two  indicated  bearings  is  4°. 

(c)  The  person  making  the  VOR  operational  check  as  specified  in  paragraph  (a) 
or  (b)  of  this  section  shall  make  an  entry  of  such  check  in  the  aircraft  log  or  other 
permanent  record  showing  the  date,  place,  bearing  error,  and  his  signature. 

PILOTING    RULES    (GENERAL) 

§43.40.  Pilot  certificate.  No  person  shall  i)ilot  a  civil  aircraft  within  the 
United  States  unless  he  has  in  his  personal  possession  at  all  times  while  piloting 
aircraft  a  valid  pilot  certificate  with  appropriate  ratings  issued  by  the  Administra- 
tor, or  an  appropriate  and  valid  foreign  pilot  certificate  and  ratings.  Such  certificate 
shall  be  presented  for  examination  to  any  inspector  of  the  Administration  or  State 
or  local  law  enforcement  officer  upon  the  request  of  such  inspector  or  enforcement 
officer. 

§48.41.  Medical  certificate  and  renewal.  No  person  shall  pilot  an  aircraft 
under  authority  of  a  pilot  certificate  issued  by  the  Administrator,  unless  he  has  in 
his  personal  possession  at  all  times  while  piloting  aircraft  a  medical  certificate  or 
other  evidence  satisfactory  to  the  Administrator  showing  that  he  has  met  the  phys- 
ical requirements  appropriate  to  his  rating  within  the  following  time  limits: 

(a)  Student  or  private  pilot.     24  calendar  months. 

(b)  Commercial  pilot.  12  calendar  months,  or  24  calendar  mouths  for  opera- 
tions requiring  only  a  private  pilot. 

(c)  Airline  transport  pilot.  Six  calendar  months,  or  12  calendar  months  for 
operations  requiring  only  a  commercial  pilot  rating,  or  24  calendar  months  for  op- 
erations requiring  only  a  private  pilot  rating. 

§43.42.  Operation  during  physical  deficiency.  A  person  shall  not  pilot  any 
aircraft  during  a  period  of  any  known  physical  deficiency  or  increase  in  physical 
deficiency  which  would  render  him  unable  to  meet  the  pliysical  requirements  pre- 
scribed for  the  issuance  of  his  currently  effective  medical  certificate. 

§43.4.5.  Use  of  liquor,  narcotics,  and  drugs.  No  person  shall  pilot  an  aircraft 
or  serve  as  a  niem])er  of  the  crew  while  under  the  influence  of  intoxicating  liquor 
or  use  any  drug  which  affects  his  faculties  in  any  manner  contrary  to  safety.  A 
pilot  shall  not  permit  any  person  to  be  carried  in  the  aircraft  who  is  obviously 
under  the  influence  of  intoxicating  liquor  or  drugs,  except  a  medical  patient  under 
proper  care  or  in  case  of  emergency. 

§  43.46.  Towing  by  aircraft.  No  i)ilot  shall  tow  anything  by  aircraft  unless 
authority  for  sudi  operation  has  been  issued  by  the  Administrator. 

§43.47.  Dropping  objects  or  persons,  (a)  No  person  piloting  an  aircraft  shall 
permit  any  object  to  be  dropped  from  such  aircraft  in  flight  which  creates  a  hazard 
to  persons  or  property. 

Note  :  This  rule  prohibits  neither  aerial  application  operations,  such  as  seeding, 
sprayinp  or  dusting,  nor  the  dropping  of  newspapers,  periodicals,  circulars,  or  objects 
of  any  other  kind,  provided  reasonable  precautions  are  taken  to  avoid  injury  or  dam- 
age to  persons  or  property. 

(b)  No  person  piloting  an  aircraft  shall  permit  a  parachute  jump  to  be  made 
from  such  aircraft  over  congested  areas  of  cities,  towns,  or  settlements,  or  an  open 
air  assembly  of  persons  except  in  an  emergency  or  except  under  the  terms  of  an 
authorization  issued  liy  the  Administrator. 

§43.48.  Aerobatic  flight.  No  pilot  shall  intentionally  fly  an  nircr.ift  in  acro- 
batic flight  carrying  passengers  unless  all  occupants  are  equipped  witli  approved 
parachutes. 

§  43.4!».  Parachutes.  No  pilot  .shall  carry  on  an  aircraft  a  i)aracliute  which  is 
available  for  emergency  use  unless: 

(a)  It  is  an  approved  cliair-lype  (canopy  in  back)  parachute  which  has  iieen 
packed  by  a  (pi.-ilified  iiarachute  rigger  within  tlie  preceding  120  days;  or 

(b)  It  is  an  approved-tyi)e,  other  than  a  chair-type  (canopy  in  l)ack)  piirachutc 
whieh  has  lieen  packed  by  a  qualified  p.iracluite  rigger  williin  tiie  i>receding  (iO  days. 

§  4.3.r>0.  Transportation  of  explosives  and  other  dangerous  articles.  No  per- 
son iiijoting  an  aircraft  shall  permit  explosives  or  other  dangerous  articles  such  as 
inflammable  liquids  or  solids,  oxidizing  material,  corrosive  licpiid,  inflammable  or 
iionjiillamniiible  compre.s.sed  gas,  poison  gas  or  Jiipiid,  poisonous  liquid  or  solid,  or 
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tear  jjas  to  be  carripcl  in  aii-craft,  except  as  provided  for  in  Part  49  of  this  sub- 
chapter.  Small  arms  ammnnition  for  personal  use,  necessary  aircraft  signaling  de- 
vices, and  equipment  necessary  to  safe  operation  of  the  aircraft  are  permitted. 

§  43.51.  Fuel  supply.  Aircraft  oi)erated  under  IFR  conditions  shall  carry  suffi- 
cient fuel,  considering  weather  reports  and  forecasts  of  wind  and  other  weather 
conditions,  to  complete  the  flight  to  the  point  of  first  intended  landing,  to  fly  from 
there  to  the  alternate  airport,  and  to  fly  thereafter  for  45  minutes  at  normal  cruis- 
ing speed. 

STUDENT   PILOT   LIMITATIONS 

§48.52.  General  limitations.  No  student  pilot  shall  pilot  an  aircraft  cari-ying 
a  passenger,  or  on  an  international  flight,  or  for  compensation  or  hire,  or  in  fur- 
therance of  a  business. 

§43.55.  Aircraft  limitations.  A  student  shall  not  pilot  an  aircraft  other  than 
that  of  the  category,  class,  and  type  which  has  been  endorsed  on  his  student  pilot 
certificate  by  a  flight  instructor. 

§  43.5G.  Recent  experience.  A  student  who  has  not  piloted  a  powered  aircraft 
within  no  days  shall  not  pilot  such  aircraft  in  solo  flight  until  he  has  passed  a  flight 
check  given  by  a  flight  instructor  and  that  fact  has  been  endorsed  by  such  instructor 
in  the  student  pilot  logl)Ook. 

PRIVATE   AND   COMMERCIAL    PILOT   PRIVILEGES   AND    LIMITATIONS 

§43.60.  Private  pilot,  A  private  pilot  shall  not  pilot  aircraft  for  compensation 
or  hire ;  except  that  he  may  pilot  aircraft  in  connection  with  any  business  or  employ- 
ment, if  the  flight  is  merely  incidental  thereto  and  does  not  involve  the  carriage  of 
persons  or  property  for  compensation  or  hire,  and  an  aircraft  salesman  holding  a 
private  pilot  rating  may  demonstrate  aircraft  in  flight  to  a  prospective  purchaser 
if  he  has  at  least  200  hours  of  flight  time  credited  in  accordance  with  the  provisions 
of  this  part. 

§43.61.  Commercial  pilot.  A  commercial  pilot  may  pilot  aircraft  for  hire.  A 
commercial  glider  pilot  may  give  flight  instruction  in  gliders. 

§43.62.  Airline  transport  pilot.  An  airline  transport  pilot  may  exercise  the 
privileges  of  a  commercial  pilot  with  an  instrument  rating. 

§43.63.  Rating  requirements.  A  private  or  commercial  pilot  shall  not  serve 
as  pilot  in  command  of  an  aircraft  carrying  passengers  or  operated  for  remuneration 
other  than  in  aircraft  of  the  category  and  class  for  which  he  is  rated.  After  May  1, 
1953,  a  private  or  commercial  pilot  shall  not  serve  as  pilot  in  command  of  aircraft 
exceeding  12,500  pounds  maximum  certificated  weight  when  carrying  passengers  or 
operated  for  remuneration  unless,  in  addition  to  proper  category  and  class  ratings, 
he  also  holds  an  appropriate  type  rating.  I^pon  application  to  the  Administrator 
prior  to  May  1,  1953,  by  the  holder  of  a  valid  private  or  commercial  pilot  certificate, 
type  ratings  for  each  aircraft  exceeding  12,500  pounds  maximum  certificated  weight 
will  be  issued  to  such  holder,  without  further  showing  of  competency,  upon  presenta- 
tion of  reliable  evidence  that  the  certificate  holder  either  has  passed  an  official  rating 
test,  as  prescribed  by  the  Administrator,  in  that  type  aircraft ;  or  has  served  as  pilot 
in  command  and  sole  manipulator  of  the  controls  for  at  least  10  hours  since  jNIay  1, 
1949,  and  such  aircraft  was  within  his  category  and  class  ratings.  A  private  or  com- 
mercial pilot  may  serve  as  pilot  in  command  of  aircraft  for  which  he  is  not  rated 
when  it  is  being  flown  without  passengers  and  is  not  being  operated  for  remunera- 
tion, unless  other  limitations  placed  on  his  certificate  prohibit  him  from  doing  so. 

Note:  Nothing  contained  in  this  section  shall  be  construed  as  relieving  tlie  restric- 
tions with  respect  to  private  pilots  operating  aircraft  for  hire. 

§43.64.  Flight  instruction  limitations.  This  section  governs  flight  instruc- 
tions : 

(a)  Aircraft.     Aircraft  shall   be   equipped   with   fully   functioning   dual   controls. 

(b)  Flight  time.  A  flight  instructor  shall  not  give  more  than  8  hours  of  dual 
flight  instruction  in  any  one  day  and  not  more  than  .36  hours  of  dual  flight  instrtic- 
tion  in  any  7-day  period. 

(c)  Endorsement  of  student  pilot  certificates.  A  flight  instructor  shall  endorse 
the  certificate  of  any  student  pilot  for  solo  flight  or  fliglit  in  different  categories, 
classes,  and  types  of  aircraft  only  if  lie  has  determined  that  the  student  is  competent 
to  exercise  such  privileges  with  safety,  and  for  cross-country  flight  only  if  he  has 
additionally  determined  that  t!ie  student  has  an  elementary  knowledge  of  aeronau- 
tical charts,  meteorological  data,  and  the  use  of  a  magnetic  compass. 
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(d)  Aircraft  category  limitations.  A  fli^'ht  instructor  shall  not  give  flight  in- 
struction in  a  catt';:nrv  of  aircraft  in  which  he  has  not  demonstrated  to  an  author- 
ized representative  of  the  A<lniinist  ratnr  his  proficiency  as  a  flifrht  instructor. 

§43.6.").  Instrument  flight  limitations.  No  person  shall  pilot  an  aircraft  undei- 
instrument  flifiht  rules  or  in  weather  conditions  less  than  the  minimums  prescrilied 
for  flij;ht  under  visual  flitcht  rules  unless  he  holds  a  currently  effective  instrument 
rating;  issued  hv  the  Administrator. 

(Last  amended  form  *_»2  F.K.  M4.  Feb.  T.t.  10.^.7.) 

§43.07.  Simulated  instrument  flight.  Aircraft  shall  not  he  llown  un(h'r  sinni- 
lated  instruiii.nt  lli^'hl  conditions  unless: 

(a)    Fully  functioning'  dual  controls  are  installed  in  the  aircraft. 

(h)    .\n  appropriately  rated  pilot  occupies  the  other  control  seat  as  safety  pilot, 

and 

(c)  Such  safety  pilot  at  all  times  has  adequate  vision  forward  and  to  either  side 
of  the  aircraft,  or  a  competent  ohservcr  occupies  a  position  in  the  aircraft  so  that 
his  field  of  vision  ad(>i|uately  supplements  that  of  the  safety  pilot. 

§  43.(!8.  Recent  flight  experience.  This  section  governs  recent  llii;ht  experi- 
ence : 

(a)  General.  No  person  shall  pilot  an  aircraft  carrying  passengers  unless  within 
the  preccdini;  !K»  days  he  lias  made  at  least  .">  take-offs  and  landings  to  a  full  stop  in 
aircraft  of  the  same  category,  class,  and  type  of  aircraft  to  be  flown.  Xo  person  shall 
pilot  a  glider  carrying  passengers  in  aero-tow  Hight  unless  within  the  preceding  12 
monliis  he  has  made  at  least  0  aero-tow  flights  aggregating  1  hour  during  wiiich  the 
foregoing  take-off  and  landing  requirements  are  met. 

(b)  Night  flight.  \o  per.son  shall  pilot  an  aircraft  carrying  passengers  during 
the  period  from  one  hour  after  sunset  to  one  hour  before  sunrise,  unless  he  has  made 
at  least  .">  take-ofl's  .-ind  landings  to  a  full  slop  during  such  period  within  the  pre- 
ceding (K)  days. 

(c)  Instruction  flight.  A  flight  instructor  shall  not  exercise  the  privileges  of 
the  instructor  rating  unless  within  the  preceding  12  calendar  months  he  has  either: 

(1)  (iiven   at   least   10  hours  of   flight   instruction   while  aiipropriately    rated,   or 

(2)  Demonstrated  his  c(mtinued  proficiency  to  the  Administrator. 

((])  Instrument  flight.  A  pilot  shall  not  pilot  an  aircraft  under  instrument 
Hight  rules  or  in  we:ither  conditions  less  than  the  minimum  prescribed  for  flight 
under  visual  flight  rules  unless  he  has  had  at  least  G  hours  of  instrument  fliirht 
under  a<tu:il  or  simulated  flight  conditiiuis  during  the  preceding  six  calrii<l,ir  moutlis 
or  until  he  has  had  (!  hours  of  such  flight  time  under: 

(1)  Actual  instnnnent  conditions,  accompanied  by  a  pilot  of  at  least  iirivj'.te 
rating  bedding  an  ai)|)ropriate  aircraft  and  instrument  rating,  or 

(2)  Simulated  instrument  conditions  in  an  aircraft  accomjianied  by  a  pilot  of  at 
least  pri\iite  lating  holding  an  appropriate  aircraft  rating,  or 

(3)  Sinmlated  instrument  conditions  in  equipment  approved  by  the  administra- 
tor, except  tiiat  at  least  3  hours  must  have  been  had  in  accordance  with  sub- 
paragraphs (1)  or  (2)  of  this  iiaragraph. 

(Last  amended  form  22  F.U.  S14,  Feb.  11),  10.17.) 

DEFINITIONS 

§  4.').7tl.      Definitions.      .Vs   used   in   this   jiart    terms  shall   be  defini'd   as  follows: 

Aircraft.  An  aircraft  means  an.v  contri\ance  now  known  or  hereafter  invented, 
used,  or  designed  for  navigation  of  or  flight  in  the  air,  including  airframe,  jiower- 
l)lant.  propcdler,  and  appliances. 

Category.  Category  sliall  indicate  .-i  classification  of  aircraft  such  as  airplane, 
helicopter,  glider,  etc. 

('!a.Hs.  Class  shall  indicate  a  difference  in  basic  design  of  iiircrMfi  witliin  a  cate- 
gory, such  as  single-engine  land,  niultienginc  sea,  etc. 

Copilot.  (\»pilot  sliall  mean  a  pilot  serving  in  any  piloiiug  (;ipa<Mty  other  than 
;is  ))ibit  in  command  on  aircraft  retpiiring  two  i)ilots  for  nornnil  opi'rations,  but  ex- 
eluding  ii  jdlot  who  is  on  board  the  aircraft  for  the  sole  puriiose  of  receiving  du.il 
instruction. 

Ihiiil  iiinlriirtion  tiiiir.  Dual  instrtiction  time  shall  mean  that  ))ortioM  of  the  (light 
time  during  whi<-h  a  |)erson  is  receiving'  flight  instrin-tion  from  a  rale!  Ilii:]il  in- 
structor oil  board  the  aircraft. 

Flif/ht  innirurtor.  Flight  inslrnclor  nnnns  a  i)ilol  who  is  (lualilied  to  instruct 
other  pilots  and  who  has  received  a  flight  instructor  rating. 
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Fli(/ht  tiiiic.  Fli^^lil  time  sIimII  inc.-iii  (lie  tolal  (inic  froiii  the  inoiiiciit  llic  aircral'l 
first  niovrs  under  its  own  power  for  the  iiuri>oso  of  flight  until  tlie  moment  it  comes 
to  rest  at  the  end  of  the  fliijht.' 

Maintenance.  Maintenance,  which  includes  preventive  maintenance,  means  the 
inspection,  overhaul,  repair,  upkeep,  and  preservation  of  airframes,  powerplants, 
propellers,  and  appliances,  includinf;  the  I'eplacement  of  parts. 

One-hiindred-hoiir  inspection.  A  100-hour  inspection  is  an  inspection  of  an  air- 
craft re(iuiriMl  within  each  100  hours  of  time  in  service  and  is  a  complete  airworthi- 
ness inspection  of  such  aircraft  and  its  various  components  and  systems  in 
accordance  with  ])roce(lures  prescribed  l).v  the  Administrator. 

Operate.  Operate  means  to  cause  or  authorize  the  operation  of  aircraft,  whether 
with  or  without  the  right  of  le^al  control  (in  the  capacity  of  owner,  lessee,  or  other- 
wise) of  the  aircraft. 

Passenger.  A  passenger  is  an  occupant  of  the  aircraft  in  flight  other  than  a  crew 
member. 

Periodic  inspection.  A  periodic  inspection  is  an  inspection  of  an  aii'craft  required 
once  each  12  calendar  months  and  is  a  complete  airworthiness  inspection  of  such 
aircraft  and  its  various  components  and  systems  in  accordance  with  procedures 
prescribed  by  the  Administrator. 

Pilot.  A  pilot  is  a  person  holding-  a  valid  pilot  certificate  issued  by  the  Adminis- 
trator. 

Pilot  in  command.  Pilot  in  command  shall  mean  the  pilot  responsible  for  the 
operation  and  safety  of  the  aircraft  during  the  time  defined  as  flight  time. 

Progressive  inspection.  A  progressive  inspection  is  a  continuing  airworthiness 
inspection  of  an  aircraft  and  its  various  components  and  systems  at  scheduled 
intervals  in  accordance  Avith  procedures  prescribed  by  the  Administrator. 

Solo  flight  time.  Solo  flight  time  shall  mean  the  flight  time  during  which  a  pilot 
is  the  sole  occupant  of  an  aircraft. 

Time  in  service.  Time  in  service,  as  used  in  computing  maintenance  and  inspec- 
tion time  records,  is  the  time  from  the  moment  an  aircraft  leaves  the  ground  until 
it  touches  the  ground  at  the  end  of  a  flight. 

To  pilot.  To  pilot  means  to  be  in  command  of  the  aircraft  during  take-off,  in 
flight,  or  lauding. 

Type.  Type  shall  mean  all  airci'aft  of  the  same  basic  design  including  all  modifi- 
cations thereto  except  those  modifications  which  result  in  a  change  in  handling  or 
flight  characteristics. 

Note  :  The  reporting  and/or  record-keeping  requirements  contained  herein  have 
been  approved  by  the  Bureau  of  the  Budget  in  accordance  with  the  Federal  Reports 
Act  of  1942. 

(Last  amended  form  21  F.R.  2588  Apr.  20,  1956.) 

CIVIL  AIR  REGULATIONS  OF  THE  CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

PART   60.      AIR   TRAFFIC    RULES 

The  regulations  of  this  part  have  been  issued  by  the  Civil  Aero- 
nautics Board  under  Section  205,  1952  Statutes  984,  as  amended;  49 
United  States  Code.  They  interpret  or  apply  Section  601,  1952  Statutes 
1007,  as  amended ;  49  United  States  Code  551.  They  appear  at  20  Fed- 
eral Kegister  6694,  September  13,  1955,  unless  otherwise  noted. 

PART   60.      AIR   TRAFFIC    RULES 

Note:  The  statement  contained  in  the  notes  are  intended  as  explanations  only  and 
shall  not  be  construed  as  official  interpretations  of  the  regulations. 

SPECIAL  AIR  REGULATIONS 
S.  R.  421 
S.  R.  424 


*  For  example,  a  pilot  taxies  to  the  warm-up  apion  and  holds  there  for  several  min- 
utes tiefore  taking  off  to  permit  the  engine  to  warm  up.  Such  taxi  and  warm-up 
time  is  not  considered  flight  time.  Flight  time  begins  when  the  aircraft  leaves 
the  warm-up  apron  and  ends  when  the  pilot  returns  to  parking  apron  and  turns 
the  switches  off. 
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DEFIJUITIONS 

00.60       Definitions. 

SPECIAL   CIVIL    AIR    REGULATIONS 

SR— 421 

1.  Contrary  provisions  of  §  60.1  of  Part  60  of  the  Civil  Air  Regulations  notwith- 
standing, military  aircraft  of  the  United  States  armed  forces  shall  comply  with  all 
air  traffic  rules  prescribed  in  Pari  60  of  the  Civil  Air  Regulations  and  all  special  air 
traflic  rules  prescrilx-d  iiy  the  Administrator,  pursuant  to  authority  contained  herein, 
in  the  airspace  identifled  as  Green  Civil  Airway  Xo.  5  and  Victor  Civil  Airway  No. 
16  within  the  area  covered  by  such  airways  west  of  112' 10'  \^■.  longitude  and  east 
of  112  3.")'  W.  longitude  unless  otherwise  authorized  by  the  Administrator. 

li.  The  Administrator  is  authorized  to  prescribe  such  air  traflic  rules  as  he  may 
deem  necessary  in  the  interest  of  safety  in  air  commerce  for  the  operation  of  any  or 
all  flights  traveling  on  or  traversing  Green  Civil  Airway  No.  5  and  Victor  Civil 
Airway  No.  16  within  the  area  covered  by  such  airways  west  of  112°10'  W.  longi- 
turle  and  east  of  112'3.V  W.  longitude. 

(22  F.  R.  i3623,  July  17,  iyr,7.) 

SR— 424 

(1)  The  Administrator  is  hereby  authorized  to  designate  as  a  "positive  control 
route  8.Kmeiit"  any  portion  of  the  airspace  between  17,000  to  ."JS.OOO  feet,  having  a 
width  not  in  excess  of  4  0  miles. 

(2)  No  person  shall  operate  an  aircraft  within  such  designated  airspace  without 
prir»r  approval  of  air  traffic  eoiitrol. 

(3)  -Ml  VFR  flight  activities,  irrespective  of  weather  conditions,  are  prohibited 
from  operating  In  this  designated  airspace. 

(4)  All  aircraft  operated  within  this  designated  airspace  shall  have  the  instru- 
ments and  efiuipment  currently  recpiired  for  IFIi  operations  and  all  pilots  shall  be 
rated  for  instrument  flight. 
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This  Special  Civil  Air  Regulation  is  issued  under  the  authority  of  Title  VI  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended.  It  shall  ho  effective  until  June  15,  1951), 
unless  s()oner  superseded  or  rescinded  hy  the  Board. 

(28  F.  R.  3917,  June  5,  1958.) 

§60.1.  Scope.  The  air  Iralhc  rules  in  this  part  shall  apply  to  aircraft  oper- 
ated anywliere  in  the  United  States,  including  the  several  States,  the  District  of 
Columhia,  and  the  several  Territories  and  possessions  of  the  United  States,  includ- 
ing tlie  territorial  waters  and  the  overlying  airspace  thereof,  except: 

(a)  Military  aircraft  of  tiie  United  States  Armed  Forces  when  comi)liance  with 
this  part  has  been  waived  hy  the  Administrator  or  when  appropriate  military  au- 
thority determines  that  noncompliance  with  this  part  is  re(iuired  hy  military  emer- 
gency, or  current  military  necessity  essential  to  the  (h'fense  of  tlie  United  States, 
and  prior  notice  tiiereof  is  given  to  the  Administrator.  Such  prior  notice  shall  he 
given  t()  the  Administrator  at  the  earliest  time  practicable  and,  to  the  extent  time 
and  circumstances  permit,  every  reasonable  effort  shall  be  made  to  consult  fully  with 
the  Administrator  and  to  arrange  in  advance  for  the  required  deviation  from  the 
rules  on  a  mutually  acceptable  basis. 

(b)  Aircraft  engaged  in  special  flight  operations,  requiring  deviation  from  this 
part,  which  are  conducted  in  accordance  with  the  terms  and  conditions  of  a  certifi- 
cate of  waiver  issued  by  the  Administrator. 

Note  :  Specific  operations  which  cannot  be  conducted  within  the  provisions  of  the 
reg-uhitions  in  this  part,  sucli  as  air  races,  air  meets,  acrobatic  flights,  or  certain  pest 
control  or  seeding  operations  require,  piior  to  commencement  of  the  operation,  a  cer- 
tificate of  waiver  which  may  be  obtained  from  tlie  nearest  ofHce  of  CAA. 

(Last  amended  form  23  F.  R.  1027,  Feb.  18,  1958.) 

§  60.1a.  Operation  over  the  high  seas.  Aircraft  of  United  States  registry  op- 
erated in  air  commerce  shall  while  over  the  high  seas  comply  with  the  provisions  of 
Annex  2  (Rules  of  the  Air)  to  the  Convention  on  International  Civil  Aviation. 

Note:  An  airman  who  complies  fully  with  Part  60  while  over  the  high  seas  will 
also  be  in  compliance  with  Annex  2.  Under  Article  12  of  the  Convention  on  Interna- 
tional Civil  Aviation,  the  member  states  undertake  to  make  their  regulations  conform 
to  the  greatest  possible  extent  to  the  ICAO  Annexes.  It  may  therefore  be  expected 
that  the  provisions  of  Annex  2  will  be  generally  applicable  to  flight  over  the  territory 
of  member  states  of  the  International  Civil  Aviation  Organization. 

§  60.2.  Authority  of  the  pilot.  The  pilot  in  conmiand  of  the  aircraft  shall  be 
directly  responsible  for  its  operation  and  shall  have  final  authority  as  to  operation 
of  the  aircraft.  In  emergency  situations  which  require  immediate  decision  and  action 
the  pilot  may  deviate  from  the  rules  prescribed  in  this  part  to  the  extent  required 
by  consideration  of  safety.  When  such  emergency  authority  is  exercised,  the  pilot, 
upon  request  of  the  Administrator,  shall  file  a  written  report  of  such  deviation.  In 
an  emergency  situation  which  results  in  no  deviation  from  the  rules  prescribed  in 
this  part  but  which  requires  air  trafl5c  control  to  give  priority  to  an  aircraft  the 
pilot  of  such  aircraft  shall  make  a  report  within  48  hours  of  such  emergency 
situation  to  the  nearest  regional  office  of  the  Administrator. 

GENERAL   FLIGHT   RULES   (GFR) 

§  60.10.  Application.  Aircraft  shall  be  operated  at  all  times  in  compliance  with 
the  following  general  flight  rules  and  also  in  compliance  with  either  the  visual 
flight  rules  or  the  instrument  flight  rules,  whichever  are  applicable. 

§  60.11.  Preflight  action.  Before  beginning  a  flight,  the  pilot  in  command  of 
the  aircraft  shall  familiarize  himself  with  all  available  information  appropriate  to 
the  intended  operation.  Preflight  action  for  flights  away  from  the  vicinity  of  an 
airport,  and  for  all  IFR  flights,  shall  include  a  careful  study  of  available  current 
weather  reports  and  forecasts,  taking  into  consideration  fuel  requirements,  au  alter- 
nate course  of  action  if  the  flight  cannot  be  completed  as  planned,  and  also  any 
known  traffic  delays  of  which  he  has  been  advised  by  air  traffic  control. 

§  60.12.     Careless  or  reckless  operation.     No  person  shall  operate  an  aircraft  in 

a  careless  or  reckless  manner  so  as  to  endanger  the  life  or  property  of  others. 

Note  :  Examples  of  aircraft  operations  which  may  endanger  the  lives  or  property 
of  others  are : 

(a)  Any  person  who  "buzzes,"  dives  on,  or  flies  close  proximity  to  a  farm,  home, 
any  structure,  vehicle,  vessel,  or  group  of  persons  on  the  ground.  In  rural  districts  the 
flight  of  aircraft  at  low  altitude  often  causes  injury  to  livestock.  A  pilot  who  engages 
in  careless  or  reckless  flying  and  who  does  not  own  the  aircraft  which  he  is  flying 
unduly  endangers  the  aircraft,  the  property  of  another. 

(b)  The  operation  of  aircraft  at  an  insufficient  altitude  endangers  persons  or  prop- 
erty on  the  surface  or  passengers  within  the  aircraft.  Such  a  flight  may  also  consti- 
tute a  violation  of  §  60.17. 

(c)  Lack  of  viligance  by  the  pilot  to  observe  and  avoid  other  air  traffic.  This  in- 
cludes failure  of  the  pilot  to  clear  his  position  prior  to  starting  any  maneuver,  either 
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on  the  ground  or  in  flis'lit ;  and  special  flight  activities  which  require  such  preoccu- 
pation by  the  pilot  with  cockpit  duties  as  would  prevent  adequate  vigilance  outside 
the  cockpit  for  the  purpose  of  collision  avoidance  without  compensation  for  such  re- 
duced degree  of  vigilance  l)y  the  use  of  a  competent  observer  in  the  aircraft,  a  chase 
aircraft,  or  other  equivalent  arrangements. 

(d)  Passing  other  aircraft  too  closely. 

(e)  An  operation  conducted  above  a  cloud  layer  in  accordance  with  VFR  mini- 
nuims  whieli  results  in  tlic  pilot  l>ecoming  involved  in  instrument  flight,  unless  the 
pilot  possesses  a  valid  instrument  rating,  tlie  aircraft  is  properly  equipped  for  instru- 
ment (light,  and  all  IKK  reciuiiement.«  are  observed. 

(Last  amended  form  22  F.  K.  2r,7G,  Apr.  10,  VXu.) 

§  GO.1.3.  Avoidance  of  prohibited  and  restricted  areas — (a)  Prohibited  area. 
No  person  shall  operate  an  aircraft  within  a  proliibited  area  unless  prior  permission 
has  been  ol)tained  from  api)ropriate  authority. 

(b)  Restricted  area.  No  person  siiall  oiierate  an  aircraft  within  a  restricted 
area  contrary  to  the  restrictions  imposed  unless  prior  permission  has  been  obtained 
from  appropriate  authority. 

NoTK :  Prohibited  and  restricted  areas  are  established  in  order  to  conduct  certain 
essential  activities  cither  on  the  ground  or  within  the  airspace  area.  Avoidance  of 
pioliibited  areas  and  operation  within  restricted  areas  strictly  in  accordance  with  the 
luiblislied  restrictions  are  imperative  to  the  safety  of  flight  or  the  protection  of  the 
activity  on  the  ground.  Any  person  desiring  to  secure  permission  to  fly  in  such  areas 
contrary  to  the  prohibition  or  the  restrictions  imposed,  should  contact  the  agency 
controlling  that  area.  Prohibited  and  restricted  areas,  indicating  the  prohibitions  or 
restrictions  to  flight  and  the  name  of  the  using  agency,  are  shown  on  aeronautical 
cliarts  or  in  publications  of  aids  to  air  navigation. 

§  (JO.l.'ia.  Authority  for  designation  of  restricted  areas  by  the  Administrator. 
Upon  petition  of  any  interested  party  or  upon  his  own  notice,  recognizing  the  inde- 
pendent authority  of  the  President  of  tlie  United  Imitates  as  Commander-in-Chief,  and 
under  section  4  of  the  Air  Commerce  Act  of  1920,  the  Administrator  under  dele- 
gation of  authority  from  tiic  Board,  will  designate  restricted  areas  when  he  finds 
sucii  action  necessary  to  assure  the  safety  of  aircraft  in  flight.  The  Administrator 
may  impose  such  terms,  conditions,  and  limitations  as  he  may  (U'cm  necessary,  and 
may  modify  or  revoke  such  designation  when  required  in  tlie  public  interest.  In 
exercising  the  authority  granted  herein,  the  Administrator  shall  give  full  consider- 
ation to  the  requirements  of  national  defense.  The  Board  upon  its  own  initiative 
may  review  any  action  of  the  Administrator  taken  pursuant  to  this  delegation  of 
authority. 

(Uast  amended  form  23  F.  R.  1028,  Feb.  18,  1958.) 

§60.14.  Right-of-way.  An  aircraft  which  is  obliged  by  the  following  rules  to 
keep  out  of  tiie  way  of  another  shall  avoid  passing  over  or  under  the  other,  or 
cro.ssing  ahead  of  it,  unless  passing  well  clear : 

NoTF, :  Right-of-way  rules  do  not  apply  when,  for  reasons  beyond  the  pilot's  control, 
aircraft  cannot  be  seen  due  to  restrictions  of  visibility.  The  aircraft  which  has  the 
right-of-way  will  normally  maintain  its  course  and  speed,  but  nothing  in  this  part 
relieves  the  pilot  from  the  responsibility  for  taking  such  action  as  will  best  aid  to 
avert  collision. 

(a)  Distress.  An  aircraft  in  distress  has  the  right-of  way  over  all  other  air 
traffic  : 

(b)  Converging.  Aircraft  conyerging  shall  give  way  to  other  aircraft  of  a  dif- 
ferent category  in  the  following  order:  airi)lanes  and  rotorcraft  shall  give  Avay  to 
.•lirships,  gliders,  and  balloons;  airships  slinll  give  way  to  gli<lers  and  balloons; 
gliders  shall  give  way  to  lialloons.  When  two  or  more  aircraft  of  the  same  category 
are  converging  at  approximately  the  same  altitude,  each  ;iirrr;ift  shall  give  way  to 
the  other  whicli  is  on  its  right.  In  any  event,  mechanically  driven  aircraft  shall  give 
way  to  aircraft  which  are  seen  to  be  towing  other  aircraft ; 

NOTK :  In  effect,  an  aircraft  will  give  way  to  another  of  a  different  class  which  is 
lea.s  maneuverable  and  is  unable  to  take  as  effective  action  to  avoid  collision.  For 
this  reason  aircraft  towing  others  arc  given  the  right-of-way. 

(c)  Approaching  head-on.  When  two  aircraft  are  ;ii)i)roacbing  head-on,  or  ap- 
proximately so,  eacli  sliall  alter  its  course  to  the  right; 

(d)  Overtaking.  An  aircraft  that  is  lieing  overtaken  lias  the  right-of-way,  and 
the  overtaking  aircraft,  whether  climbing,  descending,  or  in  horizontal  flight,  shall 
keep  out  of  the  w.iy  of  tlic  other  aircraft  by  altering  its  course  to  the  right,  and  no 
subse(pient  change  in  tlie  relative  positions  of  the  two  aircraft  shall  absolve  the 
overtaking  aircraft  from  this  obligation  until  it  is  entirely  past  and  clear; 

NOTB :  Passing  an  overtaken  aircraft  on  the  right  is  required  because  the  pilot  in 
side-by-side,  dual-control  aircraft  is  seated  on  the  left  and  has  a  better  view  on  that 
side.  Further.  In  narrow  traffic  lanes,  pa.ssing  on  the  left  of  an  overtaken  aircraft 
would  place  the  overtaking  aircraft  in  the  path  of  the  oncoming  traffic. 
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(e)  Landing.  Aircraft,  whilo  on  final  approach  to  land,  or  while  landinf?,  have 
the  right-of-way  over  other  aircraft  in  flight  or  operating  on  the  surface.  When 
two  or  more  aircraft  are  approaching  an  airport  for  the  purpose  of  landing,  the 
aircraft  at  the  lower  altitude  has  the  right-of-way,  hut  it  shall  not  take  advantage 
of  tiiis  rule  to  cut  in  in  front  of  another  which  is  on  final  approach  lo  land,  or  to 
overtake  that  aircraft. 

Note:  Pilot.s  must  reoomiizo  tliat  once  committed  to  a  hmdiiig-  in  certain  aircraft 
the  pilot  has  little  chance  to  avoid  other  aircraft  which  may  interfere  with  that  land- 
ing and,  tlierefore,  careful  observance  of  this  rule  is  important  to  the  safety  of  all 
concerned. 

§  GO.lf).  Proximity  of  aircraft.  No  person  shall  operate  an  aircraft  in  such 
proximity  to  other  aircraft  as  to  create  a  collision  hazard.  No  person  sliall  operate 
an  airci-aft  in  formation  flight  when  passengers  are  carried  for  hire.  No  aircraft 
shall  he  operated  in  formation  flight  except  hy  prearrangement  between  the  pilots 
in  command  of  such  aircraft. 

§  GO.IC.     Acrobatic  flight.     No  person  shall  engage  in  acrobatic  flight: 

(a)  Over  congested  areas  of  cities,  towns,  settlements,  or  over  an  open-air  assem- 
bly of  persons,  or 

(b)  Within  any  civil  airway  or  control  zone,  or 

(c)  When  the  flight  visibility  is  less  than  3  miles,  or 

(d)  Below  an  altitude  of  1,500  feet  above  the  surface. 

Note  :  Acrobatic  maneuvers  performed  over  a  congested  area  or  an  open  assembly 
of  persons,  or  in  areas  where  considerable  air  traffic  exists,  creates  an  undue  hazard 
to  persons  or  property.  Flisbt  visibility  of  at  least  three  miles  is  believed  to  be  a  pre- 
requisite to  acrobatic  flight  in  order  that  the  pilot,  after  scanning-  the  entire  vicinity, 
may  be  reasonably  assured  that  no  other  aircraft  is  within  dangerous  proximity  prior 
to  performing  such  maneuvers. 

§60.17.  Minimum  safe  altitudes.  Except  when  necessary  for  take-off  or  land- 
ing, no  person  shall  operate  an  aircraft  below  the  following  altitudes  : 

(a)  Anywhere.  An  altitude  which  will  permit,  in  the  event  of  the  failure  of 
a  power  unit,  an  emergency  landing  without  undue  hazard  to  persons  or  property  on 
the  surface  ; 

(b)  Over  congested  areas.  Over  the  congested  areas  of  cities,  towns  or  settle- 
ments, or  over  an  ojien-air  assembly  of  persons,  an  altitude  of  1,000  feet  above  the 
highest  obstacle  within  a  horizontal  radius  of  2,000  feet  from  the  aircraft.  Heli- 
copters may  be  flown  at  less  than  the  minimum  prescril)ed  herein  if  stich  operations 
are  conducted  without  hazard  to  persons  or  property  on  the  surface  and  in  accord- 
ance with  paragraph  (a)  of  this  section;  however,  the  Administrator,  in  the  interest 
of  safety,  may  prescribe  specific  routes  and  altitudes  for  such  operations,  in  which 
event  helicopters  shall  conform  thereto  ; 

Note  :  The  rule  recognizes  the  special  flight  characteristics  of  tlie  helicopter  which 
can  accomplish  an  emergency  landing  within  a  relatively  small  space.  However,  if  a 
helicopter  is  flown  over  the  congested  area  of  a  city,  town  or  settlement,  at  less  than 
1,000  feet  above  the  highest  obstacle,  the  pilot  is  required  to  fly  with  due  regard  to 
places  in  which  an  emergency  landing  can  be  made  with  safety  and,  further,  to 
maintain  an  altitude  along  the  flight  path  thus  selected  from  which  such  an  emer- 
gency landing  can  be  effected  at  any  time. 

(c)  Over  other  than  congested  areas.  An  altitude  of  500  feet  above  the  sur- 
face, except  over  open  water  or  sparsely  populated  areas.  In  such  event,  the  air- 
craft shall  not  be  operated  closer  than  500  feet  to  any  person,  vessel,  vehicle,  or 
structure.  Helicopters  may  be  flown  at  less  than  the  minimums  prescribed  herein  if 
such  operations  are  conducted  without  hazard  to  persons  or  property  on  the  surface 
and  in  accordance  with  paragraph   (a)  of  this  section; 

Note  :  When  flight  is  necessary  at  an  altitude  of  less  than  500  feet  above  the 
surface,  the  pilot  must  avoid  creating  any  hazard  to  persons  or  property  on  the 
surface  which  may  result  from  such  flight.  In  no  event  should  the  pilot  expose  his 
passengers  to  unnecessary  hazard  while  engaging  in  flight  at  low  altitude.  The  ma- 
neuverability of  the  helicopter  permits  safe  flight  below  the  minimums  required  in 
§  60.17,  provided  good  judgment  and  caution  are  exercised  by  the  pilot. 

(d)  IFR  operations.  The  minimum  IFR  altitude  established  by  the  Adminis- 
trator for  that  portion  of  the  route  over  which  the  operation  is  conducted.  Such 
altitude  shall  be  that  which  the  safe  conduct  of  flight  permits  or  requires  considering 
the  character  of  the  terrain  being  traversed,  the  meteorological  services  and  navi- 
gational facilities  available,  and  other  flight  conditions.  Where  the  Administrator  has 
not  established  such  a  minimum,  operations  shall  be  conducted  at  not  less  than  1,000 
feet  above  the  highest  obstacle  within  a  horizontal  distance  of  5  miles  from  the 
center  of  the  course  intended  to  be  flown. 

Note  :  When  minimum  altitudes  are  established  by  the  Administrator  for  particular 
routes,  such  altitudes  will  be  published  in  Parts  609   and  610  of  this  title,  and  also 
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may  be  found  in  the  Approach  and  Landing  Charts  and  Radio  Facility  Charts  of  the 
Omst  and  Geodetic  Survey,  and  in  the  Airman's  Guide. 

cfvil  Air  Regulations.  Interpretation  1,  19  F.  R.  4602,  July  27,  1954,  provides  in  part 

'^'^"The^Board  construes  the  words  'Except  when  necessary  for  tako-off  or  landing, 
no  nerson  "^hall  operate  an  aircraft  bclow  the  following  altitudes'  whore  such  words 
anoear  in  5  0.0.17  of  the  Civil  Air  Regulations,  as  establishing  a  minimum  altitude 
rule  of  «necific  applicability  to  aircraft  taking  off  and  landing.  It  is  a  rule  based  on 
the  sfindard  of  iiecessitv,  and  applies  during  every  instant  that  the  airplane  clirnbs 
after  take-off  and  throughout  its  approach  to  land.  Since  this  provision  docs  prescribe 
a  series  of  minimum  altitudes  within  the  meaning  of  the  act.  it  follows,  through 
the  annlication  of  section  ."?.  that  an  aircraft  pursuing  a  normal  and  necessary  flight 
path  ill  climb  after  take-off  or  in  approaching  to  land  is  operating  in  the  navigable 
airspace." 

§  60.18.  Operation  on  and  in  the  vicinity  of  an  airport.  Aircraft  shall  he  oper- 
ated on  and  in  the  vicinity  of  an  airport  in  accordance  with  the  fnllowin-;  rules: 

fa)  When  approaching  for  landing,  all  turns  shall  he  made  to  the  left  unless  the 
airport  displays  standard  visual  markings  approved  by  the  Administrator  and  which 
indicate  that  iill  turns  are  to  be  made  to  the  ri;j;ht,  or  unless  otherwise  authorized  by 
air  Ira  flic  control ; 

XoTE-  Where  right-hand  turns  and  clockwise  flow  of  traffic  are  desirable  in  the 
Interest  of  safety,  airport  markings  visible  from  the  air  will  inform  the  transient 
pilot  of  the  necessity  fur  making  turns  to  the  right. 

(b)  If  air  traffic  control  is  in  operation  at  the  airport,  contact  shall  he  main- 
tained with  such  control,  either  visually  or  by  radio,  to  receive  any  air  traffic  control 
instructions  which  may  be  issued  ; 

(c)  Aircraft  operating  from  an  airport  sliall  conform  to  the  traffic  patterns  pre- 
scribed for  that  airport; 

(d)  The  Administrator  may,  when  necessary  in  the  interest  of  safety,  prescrihe 
traffic  patterns  for  an  airport  which  .shall  supersede  any  other  traffic  jiatferns  pre- 
viously prescribed  ; 

(e)  "When  light  signals  are  used  for  the  control  of  air  traffic,  tliey  shall  he  of  the 
color  and  have  the  meaning  prescribed  by  the  Administrator. 

(f)  High  density  air  traffic  zone.  In  any  areas  not  above  3.000  feet  ahove 
the  surfnce  in  which  the  Administrator  finds  that  the  volume  of  traffic  is  such  as  to 
adversely  affect  saf<'ty.  he  shall  designate  such  airspace  as  a  high  density  air  traffic 
zone  in  which  the  following  rules  .shall  apply  : 

fl)  Speed.  No  person  shall  operate  an  aircraft  within  a  high  density  air  traf- 
fic zone  at  a  speed  in  excess  of  180  mph  or  100  knots  indicated  airspeed  unless 
operational  limitations  for  a  particular  aircraft  require  greater  airspeeds,  in  which 
case  the  aircraft  shall  not  be  flown  in  excess  of  the  mininium  six-ed  consistent  with 
the  safe  ojier-'itional  limitations  of  the  aircraft. 

(2)  Communication  requirements.  No  person  shall  take  off  or  land  an  air- 
craft at  or  enter  the  tr;itfic  pattern  of  a  designated  high  density  airport  unless  radio 
coniniunication  with  the  apin-opriate  air  traffic  control  facility  has  been  established  : 
Proviiled.  That  an  aircr.ift  not  equipped  with  functioning  two-waj'  radio  may  take 
off  or  l.ind  at  or  enter  (he  traffic  pattern  of  such  designated  airport  if  prior  author- 
ization from  the  appropriate  airport  traffic  control  tower  has  been  given. 

Note  :  Light  signals  and  their  meanings  are  published  in  the  CAA  Flight  Inform.a- 
tion  Manual,  for  sale  by  the  Superintendent  of  Documents,  U.  S.  Government  Print- 
ing Office.  Washington  25,  D.  C. 

(22  F.  R.  1114.  Feb.  27.  in.")T.) 

?S  (JO.l!).  Air  traffic  control  instructions.  No  person  shall  operate  an  aircraft 
contrary  to  air  traffic  control  instruct iuns  in  areas  where  air  tratlic  coiitro]  is  exer- 
cised. 

S  <>0.20.  Notification  of  arrival.  If  a  flight  plan  has  been  filed,  the  pilot  in 
command  of  the  aircraft,  upon  landing  or  completion  of  the  flight,  shall  file  an 
arrival  or  completion  notice  with  the  nearest  Civil  Aeronautics  Administration 
communications  station  or  control  tower. 

§  00.21.  Adherence  to  air  traffic  clearances.  A\'lien  an  air  traffic  clearance  has 
been  obtained  under  either  the  VFR  or  IFK  rules,  the  pilot  in  command  of  the  air- 
craft shall  not  deviate  from  the  provisions  thereof  unless  an  amended  clearance  is 
obt;iined.  In  case  emergency  authority  is  used  to  deviate  from  the  jirovision  of  an  air 
traffic  clearance,  the  pilot  in  command  shjill  notify  air  traffic  control  as  soon  as 
jiossibie  and,  if  necessary,  obtain  an  amended  clearance.  However,  nothing  in  this 
section  shall  prevent  a  i)ilot.  oi)erating  on  an  IFR  tr.ilfic  clearance,  from  notifying 
air   traffic  control   that   he   is  canceling   his   IFR   Uigjit   plan   and   proceeding   under 
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^'FR:    Provided,   Thai   ho   is  oporatinfj    in    WJl    woathcr   ooiiditions   wlioii    lie    (alvcs 
such  action. 

§  ()0.22.  Water  operations.  An  aircral'l  oix-ratod  on  (lie  water  shall,  insofar 
as  possible.  kvp\)  clear  of  all  vessels  and  avoid  iniiiedinj?  their  naviiiation.  Th(>  follow- 
ing rules  shall  he  observed  with  respect  to  other  aircraft  or  vessels  operated  on  the 
water : 

(a)  Crossing.  The  aircraft  or  vessel  which  has  the  oth<'r  on  its  riniit  shall  give 
way  so  as  to  keei)  well  clear; 

(b)  Approaching  head-on.  When  aircraft,  or  an  aircraft  and  vessel,  appioach 
head-on,  or  aitproxiniately  so,  each  shall  alter  its  course  to  the  right  to  keep  well 
clear ; 

(c)  Overtaking.  The  aircraft  or  vessel  which  is  being  overtaken  has  the  right- 
of-way,  and  the  on(^  overtaking  shall  .alter  its  course  to  kee])  well  clear; 

(d)  Special  circumstances.  When  two  aii'craft,  or  an  aircraft  and  vessel,  ap- 
jiroach  so  as  to  involv(>  risk  of  collision,  each  shall  ])roceed  with  careful  i-egard  to 
existing  circumstances  and  conditions  including  the  limitations  of  the  respective 
craft. 

Note  :  The  rules  for  operating:  aircraft  on  the  surface  of  the  water  conform  to 
marine  rules  for  the  operation  of  vessels.  The  "Special  circumstances"  rule  is  provided 
for  situations  wherein  it  may  be  impracticable  or  hazardous  for  a  vessel  or  another 
aircraft  to  bear  to  the  right  because  of  depth  of  a  waterway,  wind  conditions,  or 
other  circumstances. 

§60.23.     Aircraft  lights.     Between  sunset  and  sunrise: 

(a)  All  aircraft  in  flight  or  operated  on  the  ground  or  under  way  on  the  water 
shall  display  position  lights  ; 

(b)  All  aircraft  parked  or  moved  within  or  in  dangerous  proximity  to  that  por- 
tion of  any  airport  used  for,  or  available  to,  night  flight  operations  shall  be  clearly 
illuminated  or  lighted,  unless  the  aircraft  are  parked  or  moved  in  an  area  marked 
with  obstruction  lights ; 

(c)  All  aircraft  at  anchor  shall  display  anchor  lights,  Tinless  in  an  area  within 
which  lights  are  not  required  for  vessels  at  anchor ;  and 

(d)  Within  the  Territory  of  Alaska  the  lights  required  in  paragraphs  (a),  (b), 
and  (c)  of  this  section  shall  be  displayed  during  those  hours  specified  and  published 
by  the  Administrator. 

Note:  International  visual  distress  and  urgency  signals  aie  contained  in  the  CAA 
Flight  Information  Manual  for  sale  by  the  Superintendent  of  Documents,  United 
States  Government  Printing  Oflice,  Washington  25,  D.  C. 

§  60.24.  Flight  test.  The  following  provisions  shall  apply  to  the  flight  testing 
of  aircraft  unless  otherwise  authorized  by  the  Administrator  under  such  conditions 
as  he  may  prescribe : 

(a)  No  person  shall  flight  test  an  aircraft  unless  such  flight  test  is  conducted: 

(1)  Over  open  water  or  sparsely  populated  areas  having  light  air  traffic  and  ap- 
proved by  the  Administrator  ;  or 

(2)  Over  an  area  designated  by  the  Administrator. 

(b)  This  section  shall  not  apply  to  take-offs  and  landings  and  operations  necessary 
for  flights  to  and  from  approved  flight  areas  of  production  aircraft  and  aircraft  which 
have  been  subject  to  major  alterations  as  defined  in  Part  18  of  this  subchapter. 

(c)  All  flight  tests  shall  be  conducted  in  accordance  with  such  traffic  rules  as  the 
Administrator  may  from  time  to  time  prescribe. 

Note  :  It  should  be  recognized  that  any  flight  operation  that  requires  excessive 
preoccupation  with  cockpit  duties  may  result  in  careless  or  reckless  operation  of  air- 
craft. See  E.xample  (c)   under  §  60.12. 

(Added  by  22  F.  R.  782,  Feb.  8,  1957.  Last  amended  form  22  F.  R.  2576,  April 
16,  19,57.) 

VISUAL   FLIGHT   RULES   (VFR) 

§  60.30.  Ceiling  and  distance  from  clouds.  Aircraft  shall  comply  with  the  fol- 
lowing requirements  as  to  ceiling  and  distance  from  clouds : 

(a)  Within  control  zones.  (1)  Unless  a  clearance  has  been  obtained  from  air 
traffic  control,  aircraft  shall  not  be  flown  beneath  the  ceiling  Avhen  the  ceiling  is  less 
than  1,000  feet;  or  closer  than  500  feet  vertically  under,  1,000  feet  vertically  over, 
or  2,000  feet  horizontally  from  any  cloud  formation. 

(2)  When  operating  in  accordance  with  a  clearance  issued  by  air  traffic  control, 
aircraft  shall   remain  clear  of  clouds. 

Note  :  With  respect  to  this  section,  an  air  traffic  clearance  obtained  under  these 
provisions  does  not  constitute  authority  for  the  pilot  to  deviate  from  §  60.17  or  any 
other  applicable  provision  of  the  Civil  Air  Regulations. 
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(It)  Within  the  continental  control  area.  Aircraft  sliall  not  he  flown  less  than 
I.OIW)  feet  Vfiliciillv  ;iiiil  uiic  mile  horizuntally  from  any  clinid  formation. 

(f)  Elsewhere.  (1  i  Wln-n  at  an  altitude  of  more  than  7<M»  feet  above  the  sur- 
face, aircraft  shall  not  he  flown  less  than  5tM)  feet  vertically  under,  1,0()0  feet  ver- 
tically over,  and  L*,(l(»0  feet  horizontally  from  any  cloud  formation  ; 

(L!)  When  at  an  altitude  of  7(X)  feel  above  the  surface  or  less,  aircraft  shall  not 
he  flown  unless  clear  of  clouds. 

Cross  Referi;nce  :  For  regulations  of  the  Administrator  prescribing  a  "High  Den- 
sity Air  Traffic  Zone"  in  the  Washington,  D.  C,  area,  see  Part  18  of  this  title. 

(Last  amended  form  22  V.  R.  7808,  Oct.  4,  l!».-)7.) 

S(i().."n.  Visibility — I  ;i  (  Ground  visibility  within  control  zones.  (1)  Unless 
a  clearance  has  been  obtained  from  air  traffic  control,  a  pilot  shall  not  take  off  or 
land  an  aircraft  at  an  airport  within  a  control  zone  or  enter  the  traffic  pattern  of 
such  an  airport  when  the  ground  visibility  is  less  than  3  miles. 

(2)  When  operating  in  accordance  with  a  clearance  i.ssued  by  air  traffic  control, 
a  iiilot  shall  not  take  off  or  land  an  aircraft,  other  than  a  helicopter,  at  an  airport 
when  the  ground  visibility  is  less  than  one  mile  :  Provided.  That  where  a  local  sur- 
face restriction  to  visibility  exists,  such  ;!s  smoke,  dust,  or  blowing  snow  or  sand,  the 
niininnim  visibility  is  one-half  mile,  if  all  turns  after  take-off  and  prior  to  landing 
and  all  flight  beyond  one  mile  from  the  airport  boundary  can  be  accomplished  above 
or  outside  the  area  so  restricted. 

(h)  Flight  visibility  within  control  zones.  (1)  Inless  a  clearance  has  been 
obtained  from  air  traffic  control,  a  pilot  shall  not  operate  an  aircraft  in  flight  within 
a  (ontrol  zone  when  the  flight  visibility  is  less  than  3  miles. 

(2)  When  operating  in  accordance  with  a  clearance  issued  by  air  traffic  control, 
a  pilot  shall  not  operate  an  aircraft,  other  than  a  helicopter,  within  a  control  zone 
when  the  flight  visibility  is  less  than  one  mile:  Provided,  That  such  aircraft  may  take 
off  or  land  at  an  airport  within  a  control  zone  or  enter  the  traffic  pattern  of  such 
an  airi)ort  \\hen  the  minimum  visibility  is  one-half  mile  due  to  a  local  surface  re- 
striction such  as  smoke,  dust,  or  blowing  snow  or  sand,  if  all  turns  after  takeoff 
and  prior  to  landing  and  all  flight  beyond  one  mile  from  the  airport  boundary  can 
be  accomplished  above  or  outside  the  area  so  restricted. 

(d)  Flight  visibility  within  the  continental  control  area.  A\']iru  the  lliglit  \isi- 
hility  is  less  than  ~>  miles,  no  person  shall  operate  an  aircraft  within  the  continental 
control  area  ; 

Note:  When  the  flight  visiliility  is  less  than  Ihri'c  miles,  operations  within  control 
areas  are  to  be  conducted  in  accordance  witli  instrument  Higlit  rules.  Fliglit  below 
"00  feet  above  the  surface  is  not  within  a  control  area.  See  definition  of  control  area. 

(e)  Flight  visibility  elsewhere.  A\'hen  outside  of  control  zones  and  control  areas, 
no  person  shall  operate  an  aircraft  in  flight  when  the  flight  visibility  is  less  than 
one  mile.  However,  helicopters  may  be  flown  at  or  below  7(K)  feet  above  the  surface 
when  the  flight  visibility  is  less  than  one  mile  if  operated  at  a  reduced  speed  which 
will  give  the  pilot  of  such  helicopter  adequate  opi)ortunity  to  see  other  air  traflic  or 
any  obstruction  in  time  to  avoid  hazard  of  collision. 

Note:  When  traffic  conditions  permit,  air  traffic  ccmtrol  will  issue  an  air  traffic 
clearance  for  flights  within,  entering,  or  departing  control  zones  when  ground  visibil- 
ity or  the  lligbt  visibility  is  less  than  three  miles.  The  operator  of  any  airi)ort  within 
a  control  zone,  other  than  the  airport  upon  which  the  control  zone  is  centered,  may 
secure  continuing  permission  from  air  traffic  control  to  conduct  operations  when  the 
visibility  is  less  than  three  miles:  Provided,  That  such  operations,  at  all  times,  re- 
main 2,000  feet  horizontally  and  .tOO  feet  vertically  from  clouiis,  and  traffic  patterns 
are  established  and  observed  which  avoid  conflict  with  other  oi)erations.  When  out- 
side of  control  zones  and  at  an  altitude  of  less  than  700  feet  above  the  surface,  heli- 
copters are  permitted  to  fly  when  the  flight  visil>ility  is  less  than  one  mile  because 
of  their  special  flight  characteristics  which  allow  them  to  proceed  at  h)W  speed  with 
safety. 

(r.rfist  amended  form,  22  F.  R.  7808,  October  4,  10.')7.) 

§(50.32.  VFR  cruising  altitudes.  A\'hen  an  aircraft  is  ojicrated  in  lexcl  cruising 
flight  at  .'{.(KIO  feet  or  more  above  the  surface,  the  fnllnwing  cruising  altitudes  (Mean 
Sea  Level)    sh.-ill  be  observed: 

(a)  lielotr  29,000  feet.  .\t  an  Jiltitude  apiiroin-iale  to  the  magnetic  course  being 
flown   as  fidlows  : 

(1)    (»"    to   17f»°    inclusive,  at  odd    thousands   plus  .".(K»    (3,.".()0;   r.,.".(K);    etc.). 

(21    ISO"    to  3.V.I  '   inclusive,  at  even   lliousands  pins  ;'•()()    (4,r>00;   ("..."tOO ;   etc.). 

lb)  Ahorr  2!)J)()0  jerl.  At  an  altitude  ai)iiro])riate  to  tin-  magnetic  course  being 
flown  as  follows : 

(1)  0"  to  179'  inclusive,  at  4,000-foot  intervals  beginning  at  30,000  (30,000; 
34,000;  etc.). 


SENATE    INTERIM    COMMITTEE    ON    AVIATION  155 

(2)  180°  to  359°  inclusive,  at  4,00()-f(.()t  intervals  besinninf,'  at  32,000  (32,000; 
36,000;   etc.). 

Note:  "Odd  and  even"  thousand-foot  altitudes  speeilied  by  the  Aduiinisti-ator  lor 
civil  airwavs  will  be  published  in  the  CAA  Flight  Information  Manual,  for  sale  by 
the  Superintendent  of  Documonts,  U.  S.  Government  Printing  Office,  Washington  25, 
D.  C.  In  view  of  increasing  air  trafFic  and  the  broad  range  of  speed  of  aircraft,  safety 
requires  observance  of  the  abt)ve  cruising'  altitudes. 

(Last  amended  form  23  F.  R.  4135,  June  12,  1958.) 

§00.33.  VFR  flight  plan.  If  a  VFll  flij;ht  plan  is  filed,  it  shall  contain  such 
of  the  informalion  listed  in  S  00.41  as  air  trallic  control  may  require. 

Note:  Although  flight  plans  are  not  reciuired  for  VFll  flight,  air  traffic  control  will 
accept  such  llight  plans  whin  desired  by  the  pilot.  Flights  proceeding  over  sparsely 
populated  areas  or  mountainous  terrain  may  thus  take  advantage  of  any  search  and 
rescue  facilities  which  may  be  available  in  emergencies.  The  information  contained 
in  such  a  flight  plan  is  of  importance  to  search  and  rescue  operations. 

INSTRUMENT    FLIGHT    RULES   (IFR)  * 

S  ()0.40.  Application.  AVhen  aircraft  are  not  Hown  in  accordance  with  the 
distance-from-cloud  and  visibility  rules  prescribed  in  the  visual  flight  rules.  §§  00.30- 
60..33,  aircraft  shall  be  flown  in  accordance  with  the  rules  prescribed  in  §§60.41-60.49. 

§60.41.  IFR  flight  plan.  Prior  to  operatins  in  controlled  airspace,  a  flight 
plan  shall  be  liled  with  air  traffic  control.  Such  flisht  plan  shall  contain  the  follow- 
ing information  unless  otherwise  authorized  by  air  traffic  control : 

(a)  Aircraft  identification,  and  if  necessary,  radio  call  sign  ; 

(b)  Type  of  aircraft;  or,  in  the  case  of  a  formation  flij:;ht,  the  types  and  number 
of  aircraft  invohed  ; 

(c)  Full  name,  address,  and  number  of  pilot  certificate  of  pilot  in  command  of 
the  aircraft,  or  of  the  fiight  ccnnmandcr  if  a  formation  flight  is  involved  ; 

(d)  Point  of  departure  ; 

(e)  Cruising  altitude,  or  altitudes,  and  the  route  to  be  followel ; 

(f )  Point  of  first  intended  landing  ; 

(g)  I'roposed  true  air  speed  at  cruising  altitude  ; 

(h)    Radio  transmitting  and  receiving  frequencies  to  be  used  ; 

(i)    Proposed  time  of  departure  ; 

(j)    Estimated  elapsed  time  until  arrival  over  the  point  of  first  intended  landing; 

(k)    Alternate  airport  or  airports,  in  accordance  with  the  requirements  of  §60.42; 

(/)    Amount  of  fuel  on  board  expressed  in  hours  ; 

(m)  Any  other  information  wdiich  the  pilot  in  connnand  of  the  aircr;ift,  or  air 
traffic  control,  deems  neces.sary  for  air  traffic  control  purposes ; 

(n)    For  international  flights  :  The  numl>er  of  i)ersons  on  board. 

(Last  amended  form  22  F.  R.  7898,  Oct.  4,  1957.) 

§60.42.  Alternate  airport.  An  airport  shall  not  be  listed  in  the  flight  plan 
as  an  alternate  airport  unless  current  weather  reports  and  forecasts  show  a  trend 
indicating  that  the  ceiling  and  visibility  at  such  airport  will  be  at  or  above  the 
following  minimums  at  (he  time  of  arrival : 

(a)  Airport  served  by  radio  directional  facility.  Ceiling  1,000  feet,  visibility 
one  mile;  or  ceiling  900  feet,  visibility  1}  miles;  or,  ceiling  800  feet,  visibility  2 
miles ; 

(b)  Airport  not  served  by  radio  directional  facility.  Celing  1,000  feet  with 
broken  clouds  or  better,  visibility  2  miles; 

(c)  Minimums  at  individual  airports.  The  Administrator  may,  in  tiie  interest 
safety,  prescribe  higher  ceiling  and  visibility  minimums  at  iiulividual  airports  than 
required  by  paragraph  (a)  or  (b)  of  this  section;  and  for  individual  operations  at 
particular  airports,  may  specify  lower  minimums  if  he  shall  find  that  such  reduced 
minimums  will  not  decrease  safety. 

Note  :  The  minimums  set  forth  in  §  60.42  are  required  for  clearance  prior  to  take- 
off and  are  not  intended  to  limit  use  of  any  alternate  airport  if  weather  conditions 
cliange  while  en  route,  in  which  event  the  published  landing  minimums  shall  apply. 
Minimums  for  particular  airports  wliich  may  be  prescribed  by  the  Administrator  will 
be  published   in   Parts   609   and    610   of  this  title,   and   also   may   be   found   in   the  Ap- 

*  For  information  concerning  instrument  flight  operations,  see  tlie  following: 

(1)  The  Flight  Information  Manual  which  may  be  purchased  from  the  Super- 
intendent of  Documents,  Government  Printing  Office,  Washington  25,  D.  C,  at 
50  cents. 

(2)  ANC  Proceedures  for  the  Control  of  Air  Traffic,  available  from  the  Su- 
perintendent of  Documents,  Government  Printing  Office,  Washington  25,  D.  C.  ; 
the  price  including  supplementary  revision  service  is  $1. 

(3)  Instrument  Approach  and  Landing  Charts  which  may  be  purchased  from 
the  Coast  and  Geodetic  Survey,  Department  of  Commerce,  Washington  25,  D.  C, 
at  5  cents  each. 
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proach  and  T.atidinK  Charts  of  the  Coast  and  Geodetic  Survey,  and  in  the  Airman's 
Guide. 

S  (!0.4o.  Air  traffic  clearance.  I'rior  to  operatinf;  iu  ooutrolled  airspace,  an  air 
trallic  clearance  sliall  ho  obtained  from  air  traffic  control. 

(Last  amended  form  22  F.  H.  78!)S,  Oct.  4,  lO.'.T.) 

§60.44.  IFR  cruising  altitudes.  A\'lien  an  aircraft  is  operated  in  level  cruising 
niKht,  it  .shall  lu>  ojierated  in  accordance  with  the  followin};  cruising  altitudes: 

(a)  ^Vithin  coiiliolUd  (lirspavc.  At  altitudes  authorized  hy  air  traffic  control. 
In  the  absence  of  a  specific  altitude  authorized  by  air  traffic  control,  aircraft  oper- 
ating  "tui  top"  shall  be  flown  at  altituiies  specified  in  §  f)0.;'.2. 

(b)  Outside  rniifrnllrd  oirnpacr — hclow  2ii,000  feet.  At  an  altitude  aii])n)priate 
to  the  magnetic  course  being  flown  as  follows: 

(1)  0°  to  171t°   inclusive,  at  odd  thousands   (1,000;  ."..000;  etc.). 

(2)  180°   to  anO"   inclusive,  at  even   thousands    (2.000;   4,0(H) ;   etc.). 

(c)  Outside  controlled  airspace  at  and  above  2'.),000  feet  iu  Alaska  and  other 
territorial  possessions  of  the  I'nited  States.  At  an  altitude  appropriate  to  the  mag- 
netic course  being  flown  as  follows  : 

(1)  0°  to  170°  inclusive,  at  4,000-foot  intervals  beginning  at  20,000  (20,000; 
:{.3,(M>0;  etc.). 

(2)  180°  to  .'^.".9°  inclusive,  at  4.(»00-foot  intervals  beginning  at  :51.0(t(t  Cil.ftOO: 
35,(K»0  ;  etc. ) . 

Note:  The  above  cruising  altitudes  are  not  in  conflict  with  tliose  recjuired  fur  fliglit 
under  VFR  rules. 

(Last  amended  f(.rni  2.{  F.  It.  4i;}.">  June  12,  IO.jS.) 

§(50.45.  Course  to  be  flown.  Aircraft  operating  IFR  in  (ontrolled  airspace 
.shall  be  flown  as  follows  unless  otherwise  authorized  by  air.  traffic  control. 

(a)  On  civil  airirai/s.     Along  the  center  line  of  the  .-lirway. 

(b)  On  other  routes.  Along  the  direct  course  between  the  n:i\  igalional  aids  or 
fixes  d(>liniiig  the  route. 

(Last  am.-nded  form  22  F.  R.  7897,  Oct.  4,  19.57.) 

§00.40.  Instrument  approach  procedure.  When  instrument  let-down  to  .in 
airport  is  necess;iry.  a  standard  inslriinient  approach  procedure  prescribed  for  that 
airport  by  the  Administrator  shall  be  used,  unless: 

(a)  A  different  instrument  approach  procedure  specilically  authorized  iiy  tin- 
Administrator  is  used,  or 

(b)  A  different  instrument  approach  jirocedure  is  authorized  by  air  traffic  con- 
trol for  the  particular  approach,  provided  such  authorization  is  issued  in  accord- 
ance with  ])rocedures  ai)proved  by  the  Administrator. 

XoTE :  Standard  instrument  approadi  procedures  prescriV.ed  by  tlie  Administrator 
are  pulilished  in  Parts  tiO!t  and  lilO  of  this  title,  and  also  may  be  found  in  the  Ap- 
proacl)  and  Ivanding  Charts  and  liadio  Facility  Charts  of  tlie  Coast  and  Geodetics 
Survt-y,  and  in  the  Airman's  Guide.  Sucli  procedures  liave  been  earefully  investigated 
with  respect  to  p;itlern  and  terrain  clearance.  Safety  would  not  permit  several  air- 
craft to  make  simultaneous  use  of  more  than  one  instrument  approach  procedure  un- 
l>-ss  such  operations  were  eoiitl'olled. 

§  (50.47.  Radio  communications.  Within  controlled  airspace  the  pilot  in  com- 
mand of  the  aircraft  shall  ensure  that  a  continuous  watch  is  maintained  on  the 
api)ro|)riale  radio  freipiencies  and  sli:ill  rejiort  by  radio  as  soon  as  possible  the 
time  and  altitude  of  passing  each  designated  rei)orting  point,  or  the  reporting  jjoints 
specified  by  air  traffic  control,  together  with  weather  conditions  which  have  not  been 
forecast,  and  other  information  pertinent  to  the  safety  of  flight. 

Note:  Desi^jrnated  reporting  points  are  noted  in  publications  of  aids  to  air  naviga- 
tion. Control  of  air  traffic  is  predicated  <m  knowledge  of  the  position  of  aircraft  in 
night.  The  reporting  of  unanticipated  weather  encountered  en  route  such  as  icing  or 
extreme  turl)ulente  may  be  of  importance  to  the  safety  of  other  aircraft  anticipating 
flight  \vitbin  the  area. 

§  (50.4!).  Radio  failure.  If  unable  to  maintain  two-way  radio  communications, 
the  pilot  in  command  of  the  aircraft  shall: 

(a)  If  operating  under  \'FJ{  conditions,  proceed  under  VFU  and  land  as  soon  as 
practicable,  or 

(b)  Proceed  according  to  the  latest  .•lir  traffic  clearance  to  the  radio  facility 
serving  the  airport  of  intended  landing,  maintaining  the  minimum  safe  altitude  or 
the  last  acknowledged  assigned  altitude  whichever  is  higher.  Descent  shall  start  at  the 
expected  approach  lime  last  authorized  or,  if  not  received  and  acknowledged,  at 
the  estimated  time  of  arrival  indicated  by  the  elap.sed  time  specified  in  the  flight 
plan. 

NoTi::  Detailed  procedures  to  be  followed  by  the  pilot  are  contained  in  the  CAA 
FliKbt  Information  Manual,  for  sale  by  the  Superintendent  of  Documents,  U.  S.  Gov- 
ernment Printing  Office,  Washington  25,  D.  C. 
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DEFINITIONS 

§  GO.GO.      Definitions.     As  used    in    this   pnrt,   (crins   sliall   be   dofinod  as   follows: 

Acrobatic  jli<jhi.     Maneuvers  intentionally  performed  by  an  aircraft  involving  an 

abrupt  ohanse  in  its  attitude,  an  abnormal  attitude,  or  an  abnormal  acceleration. 

Note:  Tlio  tonn  "acrobatic  llisht"  is  not  intended  to  include  turns  or  maneuvers 
necessary  to  normal  fliKlit. 

Air  traffic.  Aircraft  in  operation  anywhere  in  the  airspace  and  on  that  area  of 
an  airport  normally  used  for  the  movement  of  aircraft. 

Air  traffic  clearance.  Authorization  by  air  traffic  control,  for  the  purpose  of  pi'c- 
venting  collision  between  known  aircraft,  for  an  aircraft  to  proceed  under  specified 
traffic  conditions  within  controlled  airspace. 

Air  traffic  control.  A  service  operated  by  appropriate  authority  to  promote  the 
safe,  orderly,  and  expeditious  flow  of  air  traffic. 

Aircraft.  Any  contrivance  used  or  designed  for  navigation  of  or  flight  in  the  air, 
except  a  parachute  or  other  contrivance  designed  for  such  navigation  but  used 
primarily  as  safety  e(pupment. 

Airplane.  A  mechanically  propelled  aircraft  the  support  of  which  in  flight  is 
derived  dynamically  from  the  reaction  on  surfaces  in  a  fixed  position  relative  to  the 
aircraft  but  in  motion  relative  to  the  air. 

Airport.  A  defined  area  on  land  or  water,  including  any  buildings  and  installa- 
tions, normally  used  for  the  take-off  and  landing  of  aircraft. 

Airship.  A  mechanically  propelled  aircraft  whose  support  is  derived  from  lighter- 
than-air  gas. 

Alternate  airport.  An  airport  specified  in  the  flight  plan  to  which  a  flight  may 
proceed  when  a  landing  at  the  point  of  first  intended  landing  becomes  inadvisable. 

Balloon.  An  aircraft  excluding  moored  balloons,  without  mechanical  means  of 
propulsion,  the  support  of  which  is  derived  from  lighter-than-air  gas. 

Basic  airworthiness.  "Basic  airworthiness"  means  the  structural  integrity  and 
controllability  of  an  aircraft  as  determined  by  the  pilot  in  normal  flight  maneuvering 
such  that  there  is  no  reasonable  probability  of  failure  which  could  endanger  persons 
or  property. 

Ceiling.  The  height  above  the  ground  or  water  of  the  lowest  layer  of  clouds  or 
obscuring  phenomena  that  is  reported  as  "broken,"  "overcast,"  or  "obscuration"  and 
not  classified  as  "thin"  or  "partial." 

Continental  control  area.  The  continental  control  area  is  an  area  designated  by 
the  Administrator  which  includes  that  airspace  within  the  continental  United  States 
at  and  above  24,000  feet  (mean  sea  level),  exclusive  of  prohibited  and  restricted 
areas. 

Control  area.  An  airspace  of  defined  dimensions,  designated  by  the  Adminis- 
trator, extending  upwards  from  an  altitude  of  700  feet  above  the  surface,  within 
which  air  traffic  control  is  exercised. 

Control  zone.  An  airspace  of  defined  dimensions,  designated  by  the  Adminis- 
trator, extending  upwards  from  the  surface,  to  include  one  or  more  airports,  and 
within  which  rules  additional  to  those  governing  flight  in  control  areas  apply  for 
the  protection  of  air  trafiic. 

Controlled  airspace.  Controlled  airspace  is  that  airspace  designated  by  the  Ad- 
ministrator as  a  control  zone,  control  area,  or  the  continental  control  area,  within 
which  air  trafiic  control  is  exercised. 

Cruising  altitude.  A  constant  altimeter  indication,  in  relation  to  sea  level,  main- 
tained during  a  flight  or  portion  thereof. 

Expected  approach  time.  The  time  at  which  it  is  expected  that  an  arriving 
aircraft  will  be  cleared  to  commence  approach  for  a  landing. 

Flight  plan.  Specified  information  filed  either  verbally  or  in  writing  with  air 
trafiic  control  relative  to  the  intended  flight  of  an  aircraft. 

Flight  test.  "Flight  test"  means  flight  or  the  purpose  of  investigating  or  check- 
ing the  operational  capabilities  of  a  new  type  of  aircraft,  engine,  or  propeller,  the 
airworthiness  of  which  has  not  been  determined  by  appropriate  military  or  civil 
authority ;  or  flights  of  production  aircraft  until  the  basic  airworthiness  of  the 
aircraft,  engine,  or  propeller  contemplated  by  the  appropriate  production  specifica- 
tion or  type  certificate  is  determined  by  the  pilot ;  or  flights  involving  aircraft, 
engines,  or  propellers  following  major  alteration,  as  defined  in  Part  18  of  this 
subchapter,  until  the  basic  airworthiness  of  the  aircraft,  engine,  or  propeller  has 
been  determined  by  the  pilot. 

Flight  visiMlity.  The  average  horizontal  distance  that  prominent  objects  may  be 
seen  from  the  cockpit. 
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fUhhr.  All  jiircTMft  without,  nu'chanioal  means  of  propulsion,  llic  supjinrt  of 
wliii-h  in  fli^'lit  is  derived  dynamically  fnun  the  reaction  on  surfaces  in  motion 
relative  to  the  air. 

(Iroiiiid  risihility.  The  average  range  of  vision  in  the  vicinity  of  an  airport  as 
reporteil  l»y  the  V.  S.  ^^'eat]u'r  I'ureau  or,  if  uiia\ailable,  hy  an  accredited  observer. 

lleJicopicr.  A  type  of  rotorcraft  the  support  of  which  in  the  air  is  normally 
derived   from    airfoils   mechanically    rotated    about   an    approximately    vertical    axis. 

IFR.     The  symbol   used  to  designate  instrument  flight  rules. 

IFR  conditi'in.'f.  Weather  conditions  below  the  miiiiiiiuni  prescribed  for  f!ij;lits 
under  VFK. 

Mofpiefic  course.  The  true  course  or  track,  corrected  for  magnetic  variatinn, 
between   two  points  on  the  surface  of  the  earth. 

I'rohihUcii  arm.  Airspace  identified  by  an  area  on  the  surface  of  the  earth  within 
which  the  lliglit  of  aircraft  is  prohibited.  A  prohibited  area  may  be  established  by 
the  President  of  the  I'nited  States  or  any  State  of  the  United  States  pursuant  to 
the  Air  Commerce  Act  of  3920,  or  it  may  be  established  pursuant  to  the  Civil 
Aeronautics  Act  of  1!)3S,  as  amended. 

Reporting  point.  A  geographical  location  in  relation  to  which  the  iiosition  of 
an  aircraft  is  reported. 

h'e.tfriried  area.  Airsi)ace  identified  by  an  area  on  the  surface  of  the  earth  within 
which  the  flight  of  aircraft,  while  not  wholly  prohibited,  is  subject  to  restrictions. 
A  restricted  area  may  be  established  by  the  I'resident  of  the  United  States  or  by 
any  State  of  the  United  States  i)ursuaiit  to  the  Air  Commerce  Act  of  1026,  or  it 
may  be  established  pursuant  to  the  Civil  Aeronautics  Act  of  1938,  as  amended, 
or  it  may  be  established  by  the  Administrator  of  Civil  Aeronautics  pursuant  to  the 
provisions  of  §  00. 13a. 

Rotocraft.  An  aircraft  whose  support  in  the  air  is  chiefly  derived  from  the 
vertical  component  of  the  force  produced  by  rotating  airfoils. 

Hunset  and  siinrine.  Sunset  and  sunrise  are  the  mean  solar  times  of  sunset  and 
sunrise  as  published  in  the  Nautical  Almanac  converted  to  local  standard  time  for 
the  locality  concerned,  except  within  the  Territory  of  Alaska. 

Note  :  The  Nautical  Almanac  containing  sunsliine  tables  may  be  obtained  from  the 
Superintendent  of  Documents,  Government  Printing  Office,  Washington  25,  D.  C.  In- 
formation is  also  availablp  from  the  sunshint>  tables  in  the  offices  of  the  Civil  Aero- 
nautics Administration  or  the  United  States  Weather  Bureau. 

Traffic  pattern.  The  flow  of  aircraft  operating  on  and  in  the  vicinity  of  an 
airport   during   specified   wind   conditions   as   establi.shed   by   appropriate   authority. 

}'F1'.     The  symbol  used  to  designate  visual  flight  rules. 

VFh'  conditions.  Weather  conditions  equal  to  or  above  the  minimum  prescribed 
for  flights  under  VFR. 

(Last  amended  form  22  F.  R.  TSOS,  Oct.  4,  lO.")?.) 

CIVIL  AIR  REGULATIONS  OF  THE  CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 

PART   62.      NOTIFICATION    AND    REPORTING   OF   AIRCRAFT   ACCIDENTS 
AND    OVERDUE    AIRCRAFT 

The  regulations  of  this  part  have  been  issued  by  the  Civil  Aero- 
nautics Board  under  205,  52  Statutes  984,  as  amended ;  49  United 
States  Code  45.  They  interpret  or  apply  Sections  601,  702,  52  Statutes 
1007  as  amended,  1013,  as  amended,  49  United  States  Code  582.  They 
appear  at  19  Federal  Regi.ster  393,  February  17,  1954,  except  as  other- 
wise noted. 

PART   62.      NOTIFICATION    AND    REPORTING    OF   AIRCRAFT   ACCIDENTS 
AND    OVERDUE    AIRCRAFT 

Ai'im.icahii.ity  and  Definitions 
Sec. 

62.1     Applicability  of  this  part. 
G2.2     Definitions. 


SENATE   INTERIM    COMMITTEE    ON    AVIATION  159 

SUBPART  A— NOTIFICATION  AND   REPORTING  TO  THE 
CIVIL  AERONAUTICS  ADMINISTRATION 

ApPLICAIilLITV 

Sec. 

62.4  Ai«i)licahilit.v  ..f  Sul.i.:ni  A  of  (liis  i.art. 

NOTII-'IOATION   RkQUIUKMENTS 

62.5  AVhen  notification  i.s  to  be  given. 

62.6  Responsibility  for  giving-  notification. 

62.7  To  whom  notification  is  directed. 

62.S     Information  to  be  given  in  notification. 

RkportIxXG  Ri;quirkmrnts 

62.10  When  a  report  is  made. 

62.11  Responsil)ilit.v  for  making  report. 

62.12  Form  of  reixn-t  and  contents. 

62.13  To  whom  the  repin-t  is  directed. 

I'kesehvatioiv  of  Aircraft  Wreckage  and  Recoros 

62.15  Preservation  of  aircraft  wreckage  and  records. 

62.16  Prohibition  against  removing  or  disturbing  aircraft  wreckage  and  records. 

62.17  Recording  of  original  position  and  condition  of  wreckage. 

62.18  Release  of  wreckage. 

Notification  of  Overdue  Aircraft 
62.20     When  notification  is  to  be  given. 

SUBPART  B— NOTIFICATION  AND  REPORTING  TO  THE 
CIVIL  AERONAUTICS  BOARD 

Applicability 

62.30  Applicability  of  Subpart  B  of  this  part. 

Notification  Requirements 

62.31  When  notification  is  to  be  given. 

62.32  Responsibility  for  giving  notification. 

62.33  To  whom  notification  is  directed. 

62.34  Information  to  be  given  in  notification. 

Reporting  Requirements 

62.35  When  a  report  is  made. 

62.36  Responsibility  for  making  report. 

62.37  Form  of  report  and  contents. 

62.38  To  whom  the  report  is  directed. 

Preservation  of  Aircraet  Wreckage  and  Records 

62.40  Preservation  of  wreckage  and  records. 

62.41  Prohibition  against  removing  or  disturbing  wreckage  and  records. 

62.42  Recording  of  original  position  and  condition  of  wreckage. 

62.43  Release  of  wreckage. 

Notification  of  Overdue  Aircraft 
62.45     When  notification  is  to  be  given. 

APPLICABILITY   AND   DEFINITIONS 

§62.1.  Applicability  of  this  part.  This  part  establishes  requirements  for  the 
notification  and  reporting  of  accidents  involving  civil  aircraft  in  the  United  States, 
its  Territories  and  Pos.sessions,  and  aircraft  of  United  States  i-egistry  wherever  they 
occur.  It  further  establishes  requirements  for  the  notification  of  overdue  aircraft. 
Subpart  A  of  this  part  covers  the  notification  and  reporting  to  be  made  to  the  Civil 
Aeronautics    Administration    for    small    fixed-wing    aircraft    except    those    used    by 
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Alaskan  air  carriers,  while  Subpart  P.  of  this  part  provides  for  the  notification  and 
report ini;  ti>  lie  made  to  the  Civil  Aeronautics  Board  for  all  other  aircraft. 

§  (i2.2!  Definitions.  As  used  in  this  part  the  words  listed  below  shall  be  defined 
as  follows : 

(a)  Aircraft  accident.  An  aircraft  accident  is  an  accident  which  occurs  during 
the  starting  or  warminj,'  up  of  an  engine  or  ensines,  or  operation  of  an  aircraft, 
wiiich  results  in  serious  or  fatal  injury  to  one  or  more  persons  or  in  substantial 
damage  to  any  aircraft,  or  which  involves  a  collision  of  two  or  more  aircraft.  AVhen- 
ever  serious  or  fatal  injury  results  from  contact  with  a  rotating  propeller  which  is 
installed  on  an  aircraft,  it  shall  be  considered  an  aircraft  accident. 

(b)  Aircraft  accident  incident  to  flight.  An  aircraft  accident  incident  to  flight 
is  an  airci-aft  accident  which  occurs  between  the  time  an  engine  or  engines  are 
started  for  the  purpose  of  commencing  flight  until  the  aircraft  comes  to  rest  with 
all  engines  stopped  for  complete  or  p.-irtial  deplaning  or  unloading.  It  excludes  death 
or  injuries  to  persons  on  board  which  result  from  illness,  altercations,  and  other 
incidents  not  directly   attributable  to   fiight  operation. 

(c)  Aircraft  acciilent  not  incident  to  fiight.  An  aircraft  accident  not  incident  to 
flight  is  an  aircraft  accident  other  than  one  defined  in  paragraph  (b)  of  this  section 
as  incident  to  flight. 

(d)  Operator.  An  operator  of  aircraft  is  the  person  who  causes  or  authorizes 
the  operation  of  the  aircraft,  such  as  the  owner  or  lessee  of  an  aircraft. 

(e)  Fatal  injiiri/.  A  fatal  injury  is  an  injury  which  results  in  death  within  30 
days. 

(f)  Serious  injury.  A  serious  injury  is  an  injury  which  requires  hospitalization 
and  medical  treatment  for  a  period  of  five  or  more  days,  or  results  in  a  fracture 
of  any  bone  (except  simple  fractures  of  fingers,  toes,  or  nose),  lacerations  which 
cause  severe  hemorrhages,  or  involve  muscles,  injury  to  any  internal  organ,  or  second 
or  third  degree  burns  or  any  burns  involving  more  than  five  percent  of  the  body 
surface,  provided  that  the  injury  does  not  result  in  death  within  30  days. 

(g)  Suh.<<taniial  damage.  Substantial  damage  is  damage  which  necessitates  major 
overhaul  of  the  aircraft  or  the  replacement  of  or  extensive  repairs  to  any  major 
component  or  combination  of  components  of  the  aircraft.  It  does  not  include  damage 
such  as  scraped  wing  tips,  bent  fairing  or  cowling,  small  punctured  holes  in  the  skin 
or  fabric,  dented  skin  or  trailing  edge,  repairable  damage  to  propeller  blades,  or  dam- 
age to  tires,  engine  accessories,  or  brakes. 

(h)  Small  fji-ed-icing  aircraft.  Fixed-wing  aircraft  having  a  maxinuim  certifi- 
cated take-off  weight  of  12,500  pounds  or  less. 

SUBPART   A-NOTIFICATION    AND    REPORTING   TO   THE 
CIVIL   AERONAUTICS   ADMINISTRATION 

Applicability 

§02.4.  Applicability  of  Subpart  A  of  this  part.  The  provisions  of  this  sub- 
part apply  to  all  small  fixed-wing  aircraft  except  those  operated  by  an  air  carrier 
authorized  by  a  certificate  of  public  convenience  and  necessity  to  engage  in  air 
transportation  in  Alaska. 

Notification  Requirements 

§  (»2.r).  When  notification  is  to  be  given.  In  the  case  of  aircraft  within  the 
applicability  of  this  subpart,  immediate  notification  shall  be  given  when  any  aircraft 
accident  ini-idcnt  to  flight  occurs  which  (a)  is  known  or  believed  to  have  resulted 
from  structural  failure  of  an  aircraft,  aircraft  engine,  or  ])ropeller,  (b)  involves 
collision  of  two  or  more  aircraft  in  the  air,  or  (c)  results  in  serious  or  fatal  injury 
to  any  per.son.  Notification  shall  also  be  given  of  any  occurrence  of  fire  involving  any 
of  the  components  or  systems  on  board  the  aircraft  when  incident  to  flight,  regard- 
less of  the  extent  of  injury  to  occupants  or  damage  to  the  aircraft. 

§  02.0.  Responsibility  for  giving  notification.  The  pilot  or  pilots,  or,  if  the 
pilots  are  incapacitated,  the  operator  shall  be  responsible  for  giving  such  notifica- 
tion. 

§  <>2.7.  To  whom  notification  is  directed.  The  notification  shall  be  directed  to 
tiie  nearest  Civil  Aeron.'iutics  Administration  communications  station,  aviation 
.safety  district  oflice,  or  aviation  safety  agcTit. 

S  <i2.S.  Information  to  be  given  in  notification,  ^'he  notification  shall  include 
tiie  following  information  concerning  the  accident,  if  available:  location,  date,  time 
of  day,   number  of  persons   involved,   injuries   to  each,   aircraft   identification   indud- 
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iiig  registration  numbor,  aircraft  make  and  nxxlcl,  names  of  erew  members,  operator, 
antl  briefly  tlie  nature  of  cireumstanees  siiricunding  llie  aecitlcnt. 

Reporting  Requirements 

§  (52.10.  When  a  report  is  made.  A  written  report  sball  be  made  of  every  air- 
craft accident  incident  to  lligbt  involving  aircraft  of  United  ytates  registry  wher- 
ever it  may  occur,  when  there  is  serious  or  fatal  injury  or  where  the  reasonably 
estimated  cost  of  repair  is  JjvKH)  or  more.  A  written  report  may  also  be  required 
for  an  aircraft  accident  not  incident  to  fligiit,  or  for  any  accident  involving  minor 
injury  or  less  than  .$100  estimated  cost  of  repair  if  the  pilot,  owner,  or  operator 
is  requested  by  an  authorized  representative  of  the  Civil  Aeronautics  Administra- 
tion to  furnish   it. 

S02.ll.  Responsibility  for  making  report.  The  pilot  or  operator  of  the  air- 
craft involved  in  the  accident  shall  be  responsible  for  making  the  written  report 
required  by  §  02.10.  The  report  shall  be  made  as  soon  as  possible  and  good  cause 
shown  in  writing  for  any  delay  over  seven  days.  If  the  operator  is  not  the  pilot, 
tlieu  each  pilot  involved  in  the  accident,  if  physically  able  at  the  time  of  the  sub- 
mission of  the  report,  shall  sign  the  report  or  attach  thereto  a  signed  statement 
setting  forth  the  facts,  conditions,  and  circumstjinces  jjertincnt  to  the  accident.  If 
incapacitated  at  the  time  of  the  submission  of  the  report,  each  pilot  shall  submit 
such  a  statement  as  soon  as  he  is  physically  able  to  do  so. 

S  02.12.  Form  of  report  and  contents.  The  report  shall  i)e  made  on  an  accident 
report  form  furnished  by  the  Civil  Aeronautics  Administration  and  shall  contain 
all  available  information  required  therein. 

(Last  amended  form  21  F.  H.  2323,  April  11,  1950.) 

§02.13.  To  whom  the  report  is  directed.  The  report  sball  be  mailed  or  deliv- 
ered to  the  nearest  aviation  safety  district  or  regional  ofhce  of  the  Civil  Aeronautics 
Administration.  However,  where  a  State  by  agreement  with  the  Administration 
actively  participates  in  the  investigaticra  of  non-air-carrier  accidents  and  the  acci- 
dent occurred  in  that  State,  a  State  aviation  otficial  or  investigator  is  authorized 
to  receive  such  report  and  exhibits  in  behalf  of  the  Administration. 

Note  :  Where  a  State  aviation  authority  receives  such  an  accident  report  and  ex- 
hibits or  conducts  the  investigation  in  belialf  of  the  Administration,  distribution  of 
tlie  copies  of  the  report  shall  be  in  accordance  with  the  agreement  witli  the  Admin- 
istration. 

Preservation  of  Aircraft  Wreckage  and  Records 

§  02.1.").  Preservation  of  aircraft  wreckage  and  records.  Aircraft  wreckage 
and  records  thereof  involved  in  or  pertaining  to  an  accident  of  which  notification 
must  be  given  under  the  provisions  of  §  02.5  shall  be  preserved  for  the  Administra- 
tion by  the  pilot,  owner,  or  operator.^  Wreckage  of  aircraft  involved  in  accidents 
not  requiring  notification  under  §  02.5  need  not  be  preserved,  unless  specifically 
ordered   by   an   authorized   representative   of   the   Civil   Aeronautics   Administration. 

§02.10.  Prohibition  against  removing  or  disturbing  aircraft  wreckage  and 
records.  Aircraft  wreckage  and  records  thereof  involved  in  or  pertaining  to  an 
accident  of  which  notification  must  be  given  under  the  provisions  of  §  02.5  shall 
not  be  disturbed  or  removed,  unless  specific  permission  is  granted  by  an  authorized 
representative  of  the  Civil  Aeronautics  Administration,  except  where  necessary 
(a)  to  give  assistance  to  persons  injured  or  trapped  therein,  (b)  to  protect  such 
wreckage  from  further  serious  damage,  or    (c)    to   protect   the   public  from   injury. 

§02.17.  Recording  of  original  position  and  condition  of  wreckage.  When- 
ever wreckage  is  moved  in  accordance  with  the  provisions  of  §  02.10.  prior  to  the 
removal,  sketch(  s  or  pliotographs  shall  be  made  of  the  original  position  and  condi- 
tion of  the  w'reckage  and  marks  on  the  ground,  and  any  pertinent  data  which  cannot 
l)e  effectively  photographed  shall  be  recorded,  unless  the  resultant  delay  would  en- 
danger the  lives  of  perstms  injured  or  trapped,  or  unless  essential  public  interests 
can  be  protected  only  by  immediate  movement.  In  any  event,  movement  of  the 
wreckage  shall  be  so  accomplished  as  to  entail  the  minimum  possible  disturbance 
thereof,  and  shall  be  preserved  in  accordance  with  the  provisions  of  §  02.15. 

§  62. IS.  Release  of  wreckag—.  Aircraft  wreckage  or  records  thereof  involved 
in  or  pertaining  to  an  accident  of  which  notifiication  must  be  given  under  the  pro- 
visions of  §  02.5  shall  not  be  relea.sed  for  repair,  salvage,  disposal,  or  any  other 
purpose  until  jiermission  is  granted  by  an  authorized  representative  of  the  Civil 
Aeronautics  Administration. 


^  Wliere  accidents  occur  outside  of  the  United  States,  its  Territories,  or  possessions, 
the  operator  shall  only  be  responsible  for  taking  such  measures  for  preserving: 
aircraft  wreckage  or  records  as  may  legally  be  taken  in  the  place  where  the 
accident  occurs. 
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Preservation  of  Aircraft  Wreckage  and  Records 

§  t»li.40.  Preservation  of  wreckage  and  records.  Aanaft  \MTvk:iKv  ami  ri'O- 
onls  tluTfot'  imolvrd  in  or  (M-itaiiiiiiic  t<>  an  air»'rat't  acfitli-iit  shall  l>o  pr»s»Tv»'d  for 
the  lUmnl  bv  tin*  o|>»Tati>r.'' 

ii  (>!.'.  II.  Prohibition  against  removing  or  disturbing  wreckage  and  records. 
Airvral't  wrrvkaj;*-  »>r  rotvrUs  llu-not"  iiivoUod  in  «•[•  in>rtainiuK  to  an  airiiafl  arvid»Mit 
tihall  not  hv  disturlu'd  or  i»'ino\  cd.  nnli-ss  sin-citic  |>im mission  is  i;rantt'«[  by  an  au- 
thori/.tnl  rrprosfnlativo  of  tin-  Civil  At-ronaulirs  Ilvianl,  i-xcvpt  wlu-ro  lu-rvssary  (a) 
to  (C've  assistaiuv  to  \>orso«>«  injun-d  or  trapi'^d  tluM«iii,  (li)  to  protoot  sufh  wn-fk- 
aK«'  from  fnrtlu-r  serious  damage,  or   (e)   t«»  proti-tt  the  puhlie  froni  injury. 

§  (>2.42.  Recording  of  original  position  and  condition  of  wreckage.  When- 
ever wreekaxe  is  niove<l  in  ae<-ordaiue  witli  the  provisions  i>f  S  til*. II,  prior  to  the 
removal,  sketches  ov  photographs  shall  he  made  of  the  t)rii;innl  |)osilii)n  and  eondi- 
tion  of  the  wreekajie  and  marks  on  the  xtonnd,  and  any  pertinent  data  whieh  cannot 
be  etTiotively  photo);rai)hed  shall  In-  leeorded,  unless  the  resultant  tlelay  would  en- 
ilany;er  the  li\»'s  of  persons  injure«l  ur  trapped,  or  unless  essential  pubiie  interests 
ean  be  protected  only  by  immediate  movement.  In  any  i-veiit,  movement  v(  the  wreek- 
aKe  shall  be  si>  aeeomplished  as  to  entail  the  minimum  (lossible  disturbanee  thereof, 
an»l  shall  be  |)reserved  in  aee*>rtlanee  with  the  provisions  of  §  (52.40. 

§  t>LM."'>.  Release  of  wreckage.  Aireraft  wreekajje  or  records  thereof  involved 
in  or  pertainint;  to  an  airetaft  accident  shall  not  bo  released  for  rei)air,  salvage, 
disposal,  or  any  other  purpi>se  until  perniistiion  is  irranted  by  jin  authorized  repre- 
sentative of  the  Civil  Aen>nautics  Hoard. 

Notification  of  Overdue  Aircraft 

§  (>!.'.  I.").      When    notification    is   to    be   given,      ^\■|lcn    an    tiiictalt    is   overdue   aiul 


X  \'«.f.'.         TTiiori     null  MVMiivri     is     lu     uv    yivcii.         >i  inii     iiii     ,1111.1  ail     1  ">    incnuie    aoil 

the  operati'r  believes  tb.il  it  has  been  inxolved  in  an  ai-cident,  the  operator  shall 
immediately  ni>tify  the  Civil  Aeronautitv  Hoard  in  awonlance  with  the  provisions  of 
Sections  0-..'>.'»  and  tUMU.  In  addition,  it  shall  bv  the  res|K>nsibility  of  the  oiH-rator  to 
furnish  such  records  pertinent  to  the  tlijiht  as  may  he  requested  by  the  Civil  Aero- 
nautics Board. 

NoTK :  The  reporting  and  record-keeptn^  requirements  ct>titahied  herein  have  been 
approved  by  ttie  ISuieuu  c>f  ttie  ISuilKet  in  accordance  with  ttie  Federal  Reports  Act 
of  1942. 

'Where  accidents  (>ccur  outside  of  ttie  United  States,  Its  Territories,  or  possessions, 
the  operati)r  stiall  c)idy  be  respotisil'Ie  tvv  takUiK  such  measures  for  prescrvlmc 
aircraft  wreckage  or  records  as  may  legally  be  taken  in  the  place  wtiere  the 
accident  occuis 


APPENDIX   B 

HEARING  ON  AVIATION   EDUCATION 

June  13,  1958,  Sacramento,  California 

Tho  l^eiiato  [iiterini  Committee  on  Aviation,  havinfr  conducted 
studies,  investigations,  and  a  public  hearing  on  aviation  education  in 
California  schools,  respectfully  submits  the  following  recommendations: 

(1)  The  Department  of  Education  should  provide  in  their  1959-GO 
budget  an  item  sufficient  for  the  salary  of  a  full-time  aviation  con- 
sultant. 

(2)  That  such  salary  shall  be  augmented  by  a  sum  adequate  for  the 
expenses  and  travel  of  said  consultant. 

(3)  That  the  consultant  slumhl  submit  to  the  future  interim  com- 
mittee for  transmittal  to  the  Senate  a  progress  report  on  the  activities 
of  his  deparment. 

(4)  That  the  California  Aeronautics  Commission  shall  diligently  pro- 
ceed to  procure  a  blanket  aviation  liability  insurance  policy  for  the 
protection  of  school  districts  and  colleges. 

(5)  That  the  California  Aeronautics  ('Ommission  shall  provide  the 
necessary  personnel  for  the  inspection  of  aircraft  and  flight  instructors 
to  be  used  in  orientation  for  instructional  flight  program  sponsored  by 
said  school  districts  or  colleges. 

(6)  The  committee  finds  additional  legislation  at  this  time  is  not 
essential,  but  reconnnends  that  future  interim  committoos  include  this 
vital  subject  in  their  study. 

FOREWORD 

It  may  be  well  at  this  time  to  briefly  review  the  history  of  aviation 
education  in  California  .schools. 

Aviation  education  had  its  inception  in  1945  under  Chapter  1440, 
Statutes  of  1945.  The  original  appropriation  was  in  the  amount  of 
$21li,()()0  and  provided  a  staff  of  four,  consisting  of  a  chief,  and  three 
consultants,  who  were  ])rovidcd  with  suitable  aircraft.  The  Department 
of  Education  also  ])rovided  ])ublic  liability  and  property  damage  insur- 
ance for  the  individual  school  districts,  agents  and  employees. 

It  is  interesting  to  note  that  when  the  Legislature  disap})roved  this 
insurance  item  in  the  1948  P>udget,  returning  the  responsibility  to  the 
districts,  the  rates  increased  from  $0.45  to  approximately  $2.50  per 
student.  Subsequently,  many  of  the  school  districts  dropped  the  pro- 
gram entirely. 

Through  the  years  following  its  inception  in  l!>4r),  the  Legislature^ 
rcjieatedly  decreased  the  budget  until  in  the  year  1954  it  Avas  elimi- 
nated. Since  that  time  the  Department  of  Education  has  consented  to 
approximately  25  percent  of  the  time  of  one  consultant  to  aid  the  75 
schools  and  colleges  offering  aviation  courses  in  the  State  today. 

The  seed  has  been  planted  and  from  this  .skeleton  program  .some  four 
to  five  thousand  students  a  year  enter  the  aviation  industry.  This  com- 

(164) 
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mittee  believes  that  a  modest  budget  should  be  i)rovided  to  the  Depart- 
ment of  li^dncation  for  the  supervision  and  guidance  of  this  program. 
Suoh  an  expendilure  would  not  o]i!y  be  a  wise  investment,  but  would 
also  benefit  many  students  in  our  schools  as  well  as  the  aviation  indus- 
try of  this  State. 

The  committee  is  of  the  ()j)inioii  that  the  California  Aeronautics 
Commission  should  be  encouraged  to  provide  the  necessary  personnel 
for  supervision  and  inspection  of  aircraft  and  flight  instructors  nsed 
by  the  school  districts  and  colleges  in  this  flight  program. 

The  folloAving  cha])ter  is  a  transcript  of  the  public  hearing  held  in 
SacranuMito,  California,  on  June  18,  1958.  The  public  hearing,  meetings, 
and  connnittee  investigations  are  the  source  of  the  above-mentioned  ree- 
onnnendations. 

SENATE  INTERIM  COMMITTEE  ON  AVIATION 

AVIATION   EDUCATION   HEARING 

June  13,  1958,  Sacramento,  Colifotnia 

Senator  Teale,  Chairman  of  the  Connnittee,  called  the  meeting  to 
order  at  10  a.m.,  and  introduced  the  members  of  the  committee:  Sen- 
ator Teale,  Chairman ;  Senator  Berry,  present ;  Senator  Farr,  absent ; 
Pat  Murphy,  Legal  Consultant,  present ;  and  Robert  Bryson,  Executive 
Secretary,  present. 

Senator  Teale  stated  that  the  Senate  Interim  Committee  on  Aviation 
was  formed  by  Senate  Resolution  77,  and  that  the  former  committee 
had  included  in  its  recommendations  to  the  Legislature,  a  further 
study  of  aviation  education,  realizing  that  we  are  living  in  an  "air 
age,"  and  that  the  State  has  a  responsibility  to  its  people  and  to  the 
aircraft  industry  which  is  at  the  present  time  California's  leading 
industry. 

Along  with  other  facts,  the  committee  hopes  to  determine  from  testi- 
mony today  the  State's  responsibility  in  the  aviation  education  pro- 
gram; if  the  present  program  is  adequate;  what  are  the  obstacles,  if 
any;  how  has  Senate  Bill  No.  647,  which  was  passed  in  the  1957  session, 
been  implemented ;  and  wdiat  contribution  does  the  California  Aero- 
nautics Commission  make  to  the  aviation  education  program. 

]\Ir.  Earl  Sams.  Consultant  in  Secondary  Education,  from  the  State 
Department  of  Education,  presented  material  and  a  written  report. 
Along  with  Mr.  Sams'  report  were  charts  and  maps  on  display. 

A  summary  of  the  written  presentation  made  by  Mr.  Sams  consisted 
of  the  following : 

Many  of  the  high  school  and  junior  college  administrators  and  avia- 
tion education  educators  who  are  offering  aviation  courses  have  ex- 
pressed their  gratitude  to  you  and  the  Legislature  for  Senate  Bill  No. 
647  of  1057,  becanse  it  sets  forth  nmny  of  the  basic  tenets  about  avia- 
tion education,  which  have  resolved  some  of  the  problems  of  the  past. 

Three  state  colleges,  Los  Angeles,  Long  Beach,  and  San  Francisco, 
will  offer  aviation  education  workshops  for  teachers  this  summer  for 
purposes  of  acquainting  the  teachers  with  methods  that  can  be  era- 
ployed  to  use  aviation  as  a  motivating  factor  in  the  science  and  mathe- 
matics classrooms.  Teachers  of  aviation  courses  which  are  considered 
to  be  complete  programs  of  instruction,  because  thev  include  actual 
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orientation  flij^^ht,  will  also  be  attondinj?  workshops  or  serving  as  in- 
struf'tors.  Teacher  education  ])ro^'ranis  are  a(le(jiiate. 

The  vnlnerability  of  the  California  School  districts  to  liability  law- 
suits, in  the  event  of  an  accident,  has  proven  to  be  a  severe  deterrent 
to  the  re-establishnient  of  the  liability  insurance  i)rogram  provided  for 
in  your  leprislation  of  last  year.  To  many  districts  need  for  help  in  this 
regard  is  still  a  very  important  item. 

During  the  past  year  a  new  outline  for  the  high  school  aviation  course 
has  been  completed  and  made  available  to  all  high  schools  and  junior 
colleges  that  are  oifering  aviation  courses. 

A  new  guide  for  aviation  education  is  going  to  ])ress  this  summer.  It 
will  be  distributed  in  the  fall.  The  contents  of  the  guide  will  include: 

Prpfaco  TABLE   OF   CONTENTS 

Introduction 

Unit  I — Avi.'ition  Etlucation  in  Piiniiiry  jind  Intcrniodiate  Giadis 

Unit  II — ^Aviation  Education  in  the  Junior  High  School 

Unit  III — Aviation  Education  in  the  Senior  and  Four-Year  Hi!,'h  Schools 

Unit  IV — Aviation  Eilueation  in  the  Junior  Colleges 

Unit  V — Flight  Experience  in  the  Aviation  Curricula  of  Schools  and  Colleges 

Unit  VI — Rockets— Si)ace  Travel  and  Aviation  Education 

Unit  VII — Aviation  Education  in  the  State  Colleges 

Unit  \'I1I — Aircraft  Manufacturers  as  a  Source  of  Information  and  Experience 

Unit  IX — The  Airport  Tour  as  an  Educational  P^xperience 

There  are  49  high  schools  and  junior  colleges  that  have  reported  they 
are  offering  special  aviation  programs  during  the  current  school  year. 
Twenty-four  schools  and  colleges  are  known  to  be  offering  some  actual 
(light  experience  as  an  integral  part  of  the  aviation  education  program. 
These  programs  are  offered  in  the  following  conniiunities :  Burbank, 
Compton,  Concord,  Crescent  City,  Fuilerton,  Cilendale,  Los  Angeles, 
Ontario,  Pleasant  Hill,  Pomona,  Redondo,  Reedley,  Sacramento,  Sa- 
linas, San  Bernardino,  San  Jose,  San  Mateo,  Santa  Maria,  and  Santa 
Rosa. 

The  chief  obstacles  to  a  well-rounded  aviation  education  program  in 
California  have  been  expressed  by  many  aviation  educators  and  admin- 
istrators : 

(a)  The  vulnerability  of  California  schools  for  damages  in  the  event 
of  an  aircraft  accident,  and  the  lack  of  an  adequate  liability  in- 
surance program. 

(b)  Lack  of  a  sufficienl  number  of  well-(|ualified  instructors  1o  handle 
the  groinul  ami  Hight  experience  ])i'ograms  for  both  high  schools 
and  junior  colleges.  (Each  year  we  lose  .some  to  iutlustry. ) 

(c)  A  need  for  aderpiate  supervision  of  the  classroom  and  field  ex- 
perience program  to  help  insure  the  quality  of  instruction  and 
degree  of  safety  are  sufficient  to  guarantee  maximum  success  of 
such  efforts. 

(d)  The  elimination  of  funds  for  aviation  education. 

Although  the  Department  of  Educati(»n  is  unwilling  to  lake  any  part 
in  the  advocacy  of  a  sejiarate  aviation  education  budget,  it  is  jjrobable 
that  the  department  could  administer  the  expenditure  of  fuiuls  for 
aviation  education,  if  thev  were  made  available. 
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The  Dopartiucnt  of  Education  feels  tiutl  the  aUoeatioii  of  25  percent 
of  the  time  of  one  consultant,  in  the  Bureau  of  Secondary  Education, 
to  aviation  education  is  a  st'i^'rous  allocation  of  time  in  view  of  the 
fact  tiiat  there  are  only  abcmt  75  sciiools  and  eoUcovs  in  California 
offeriufi-  courses  in  aviation  education.  The  urgency  of  general  educa- 
tion responsibilities,  to  which  the  secondary  education  consultant  who 
works  with  aviation,  has  been  assigned  during  the  current  school  year, 
has  permitted  a  personal  visit  to  only  six  of  the  4!)  high  schools  and 
junior  colleges  actively  engaged  in  aviation  instruction.  The  specialized 
luitnre  of  aviation  instruction,  both  ground  and  flight,  is  not  considered 
to  be  of  such  nature  as  to  merit  the  assignment  of  any  more  consultant 
time,  either  now  or  in  the  foreseeable  future. 

Mr.  Larry  Hunt  of  Air  Oasis  Com])any,  wlio.  two  yeai's  ago,  pro- 
vided the  Department  of  Education  with  an  airci-aft  for  use  in  aviatioii 
education  activities  has  replaced  it  Avith  a  $2(),()()()  Cessna  180.  The 
only  purpose  for  which  this  aircraft  can  be  used  is  tb.e  personal  trans- 
portation of  the  aviation  education  consultant.  It  cannot  be  used  for 
orientation  of  teacliers  or  school  administrators  who  are  desirous  of 
setting  up  aviation  education  programs,  or  for  transj)()rtation  to  and 
from  educational  conferences  in  the  State  of  (^jdifornia. 

Senator  Teale  asked  of  Mr.  Sams  how  many  of  the  teachers  are  pilots. 

Mr.  Sams  replied  that  he  would  estimate  oidy  40  percent  of  the  junior 
college  and  10  percent  of  the  high  school  aviation  instructors  are  pilots. 
This  reveals  that  many  of  the  people  who  are  teaching  these  active  pro- 
grams of  aviation  are  only  partially  informed  on  the  mysteries  of 
aviation. 

Mr.  Sams  was  asked  how  he  is  reimbursed  by  the  State  for  the  use 
of  the  aircraft  furnished  to  him  by  Mr.  Larry  Hunt. 

He  stated  that  it  costs  him  about  8  cents  a  mile,  and  that  the  State 
reimburses  him  at  the  rate  of  5.6  cents  per  mile,  which  is  the  amount 
allowed  by  the  State  for  automobile  travel.  Many  times  on  trips  more 
than  one  person  goes,  but  mileage  is  allowed  for  oidy  one  person,  in 
accordance  with  state  regulations. 

The  question  was  asked  of  Mr.  Sams  as  to  Avhat  percentage  of  his 
trips  would  fall  into  the  category  where  he  could  utilize  commercial 
airlines. 

Mr.  Sams  stated  that  about  10  percent  of  them,  if  he  spent  the  night 
there.  He  stated  that  the  use  of  his  own  plane  makes  it  possible  for 
him  to  get  home  more  often  and  he  would  not  be  content  to  do  the  job 
otherwise.  Probably  saves  60-70  percent  of  travel  time,  or  about  one- 
fourth  as  much  travel  time  as  it  takes  the  av(M-age  person. 

Mr.  liryson  asked  whether  Mr.  Sams  was  familiar  with  tiie  Phoenix 
City  Schools  Insurance  Program  (45  cents  ])er  student  per  hour). 

Mr.  Sams  said  the  cost  to  California  will  be  considerably  more  be- 
cause the  schools  are  much  more  vulnerable  to  liability  lawsuits  and  the 
State  canceled  its  statewide  insurance  coverage  for  schools  and  colleges 
engaging  in  flight  programs  in  1954.  That  same  year  only  a  few  months 
later  we  had  our  first  and  only  serious  accident.  This  action  has  been 
a  serious  deterrent  to  the  re-establishment  of  the  insurance  program, 
bv  the  ('alifornia  Aeronautics  Connnission,  according  to  the  specifica- 
tions of  Senate  Bill  No.  647. 
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^\v.  Sams  was  asked  how  iinicli  support  would  ho  needed  to  reini- 
l)urs<'  liim  and  j^rive  tlie  scliools  that  want  to  olTer  aviation  education  the 
supervision  needed. 

He  stated  that  lie  would  yuess  rou-hiy  $'J()(), ()<)()  to  $215,000  jx'r  year 
would  he  neeessary  to  extend  necessary  help  to  districts.  The  Depart- 
ment of  Education  needs  between  $3,000  and  $4,000  per  year  to  provide 
adequate  funds  for  travel  in  connection  with  the  supervision  and  estab- 
lishment of  such  aviation  programs. 

He  was  asked  hoAv  much  help  he  luul  received  from  the  California 
Aeronautics  Connnission  in  his  pro^-ram. 

Mr.  8ams  stated  that  every  reasonable  reciuest  he  had  tlirected  to  the 
California  Aeronautics  Commission  had  been  provided. 

He  was  asked  what  he  believed  was  the  cause  of  the  lack  of  motiva- 
tion in  aviation  education  amono:  secondary  school  educators.  He  re- 
plied the  lack  of  motivation  in  the  State  for  assistance  to  the  high 
s.'hool  and  junior  colleges  can  be  directly  related  to  the  inability  of 
the  department  to  provide  significant  and  continuing  assistance  to 
schools  and  colleges  setting  up  aviation  courses. 

Mr.  Frank  B.  Lindsay,  Chief,  Bureau  of  Secondary  Education,  De- 
])artment  of  Education,  reported  on  the  policies  of  the  Dejiartment  of 
Education,  pertaining  to  aviation  education. 

He  said  that  the  department  has  always  considered  the  aviation  edu- 
cation pi-ogram  to  be  important,  but  that  rei)eated  refusals  of  the  Legis- 
lature to  back  the  program  with  funds  has  resulted  in  the  skeleton 
]irogram  now  in  existence. 

Liiulsay:  We  were  attempting  to  help  the  schools  and  colleges  of 
California  which  are  otfering  aviation  courses. 

Teale:  You  just  dropped  out  of  that  program  altogether,  didn't 
you  ? 

Lindsay:  The  Legislatui-e  dro])ped  us  out,  sir. 
Teale:  Do  you  mean  the  Finance  Committee? 

Lindsay:  I  cannot  answer  that  at  the  time.  My  memory  doesn't 
extend  back,  but  T  would  say  the  items  did  not  survive  either  (a)  the 
Governor's  l>udget,  or  (b)  the  legislative  hearings. 
Teale:  "What  is  your  budget  recommendation  now? 
Lindsay:  We  have  not  made  any  rcconnneiulation — budget  recpiest — ■ 
for  the  coming  fiscal  year  other  than  Avhat  we  have  at  the  present  time, 
except  that  I  asked  that  the  anu)unt  allowed  Mr.  Sams,  first  of  all  be 
raised  so  that  he  doesn't  exhaust  it,  and  secondly,  find  a  means  to  give 
him  more  i-ecompense  per  mil<\  That  certaiidy  needs  to  be  explored 
with  the  Controller's  Office. 

Teale:  I  take  it  then  you  couldn't  justiiy  more  of  Mr.  Sams'  time 
for  aviation  education — from  the  standpoint  of  value  to  the  students. 
Lindsay:  I  think  not.  T  do  think  as  I  said,  we  could  justify  the  insur- 
ance program.  [  think  Ave  could  well  justify  oi>iiortnnity  for  Mr.  Sams 
to  give  more  attention  to  aviation  if  its  relative  importance  were  rec- 
ognized by  the  Legislature.  P.ut  a<iain,  you've  got  to  have  the  number 
of  schools  involved,  going  up.  Which  I  think,  would  happen  if  we  had 
l)rolcction  (a)  by  insurance,  and  (b)  flight  indoctrination  oi-  orienta- 
tion ill  sihools  and  colleges  oll'erinu:  aviation  courses. 
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Teale :  I'm  going  to  put  you  on  tho  s]iot  in  asking  a  personal  opin- 
ion. Do  3'on  think  there  are  enongli  kids  in  C'alifoniia  tliat  will  end  up 
in  the  aviation  industry  to  warrant  the  expenditure  of  the  $J:,000? 

Lindsay:  Yes.  I  tliink  Mr.  Sams  was  a  little  too  conservative  when 
lie  said  t'hat  $;^,00()  or  $4,000  would  do  the  job. 

I  don't  think  you  can  compare  driver  education  and  aviation  edu- 
cation in  all  respects,  yet  I  tliink  from  the  standpoiiit  of  both  the 
Nation  and  the  economy  of  California  that  we  need  to  give  a  great  deal 
more  stress  on  aviation  in  our  schools  and  colleges. 

Teale:  I'd  like  to  ask  one  more  question.  One  of  the  prime  purposes 
of  Senate  Bill  No.  647,  two  years  ago,  was  to  take  from  the  depart- 
ment the  responsibility  of  the  supervision,  that  is  actual  supervision, 
of  the  flight  program — the  inspection,  etc. 

Lindsay :  The  inspection  of  maintenance  of  aircraft  ? 

Teale :  To  what  extent  has  that  been  accomplished  ? 

Lindsay :  Well,  I  presume  Mr.  Barnett  could  more  properly  answer 
that,  but  I  trust  that  they  are  doing  a  good  job  of  inspecting  the 
planes  used. 

Teale  :  You  're  not  doing  it  am-more  ? 

Lindsay :  Except  that  Mr.  Sams  incidentally  does.  This  does  not  re- 
lieve Mr.  Sams  from  checking  behind  to  see  that  he  feels  that  they 
are  good,  but  it  relieves  him  of  the  direct  responsibility  of  saying  to  the 
school  district  that  this  is  an  airworthy  plane  for  this  purpose. 

Teale :  You  've  turned  over  that  responsibility  to  the  California  Aero- 
nautics Commission  1 

Lindsay:  Yes  sir.  I  hope  they  are  aware  of  that.  Thank  you  very 
much. 

Teale:  Senator  Berry,  do  you  have  any  questions? 

Berry :  No. 

Sams :  Senator,  could  I  have  ten  seconds  on  one  of  the  questions 
asked  Mr.  Lindsay  ?  The  arithmetic  that  I  have  done  based  upon  queries 
made  to  junior  colleges  and  high  schools  reveals  that  about  every  year 
we  can  estimate  with  reasonable  accuracy  that  about  4,250  students 
graduate  from  junior  colleges  or  high  schools  and  find  their  way  into 
an  aviation  occupation  of  some  kind. 

Teale:  Now,  Earl,  will  you  sometime  when  you  have  a  lot  of  spare 
time,  translate  that  into  comparative  figures  with  other  vocations? 

Sams :  Yes,  sir,  we  shall  attempt  to  do  that.  The  other  questions  that 
you  asked  about  why  the  budget  has  been  whittled  to  nothing,  prac- 
tically, I  may  point  out  that  the  last  three  attempts  that  the  state 
department  made  to  submit  a  budget  they  just  never  even  reached 
Finance. 

Teale :  Where  did  it  fall  down  ?  Which  hole  did  it  get  into  ? 

Sams :  I  think  it  broke  down  in  committee,  if  I  can  put  it  that  way. 

Teale :  Which  committee,  in  the  department  ? 

Sams :  Legislative  committee.  It  fell  down  at  a  meeting  just  such  as 
this,  for  example,  and  then  subsequent  meetings  w^hich  were  held  with 
representatives  of  the  Department  of  Finance  felt  that  the  things  we 
were  doing  were  completely  inappropriate. 

Lindsay :  I  do  think  that  Mr.  Sams  is  correct  to  say  that  it  has  not 
survived  to  the  Governor's  Budget. 
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Sams:  I  -will  say  that  you  c-an  go  into  the  newspapers  of  the  past 
and  find  tliat  it  has  been  said  here  in  tliis  building  that  it  was  not  the 
responsibility  of  tlie  department  to  insure  the  safety  of  the  flight  pro- 
gram in  the  high  schools  and  junior  colleges. 

Teale:  Now,  ]Mr.  Clyde  Barnett,  Director  of  the  California  Aero- 
nautics Commission.  You've  been  much  maligned,  you  can  defend 
yourself. 

Barnett:  I'm  getting  used  to  it.  Well,  Senator  and  gentlemen,  my 
interest  in  aviation  education,  as  such,  is  very  limited.  In  the  first  place, 
my  commissioners  are  somewhat  anarchist  about  government  participa- 
tion in  anything  it  doesn't  have  to  do,  so  fundamentally  we  do  not  feel 
responsible  to  anybody  for  aviation  education,  as  such,  at  this  juncture, 
with  some  few  exceptions. 

i\Ir.  Barnett  gave  a  background  of  the  flight  program  from  its  incep- 
tion. He  stated  his  belief  was  that  actual  training  of  pilots  was  not  a 
proper  function  of  the  State  Department  of  Education,  but  felt  that  an 
orientation  program  of  some  three  to  five  hours  flying  time  was  of 
value. 

Mr.  Barnett  also  gave  a  resume  of  the  insurance  program  prior  to 
cancellation  and  an  explanation  of  why  Senate  Bill  No.  647  had  not 
been  implemented  to  date,  the  reasons  being  lack  of  funds,  plus  the 
reluctance  on  the  part  of  insurance  companies  to  participate.  The  latter 
has  since  been  resolved  and  plans  are  proceeding  on  this  phase  of  the 
problem. 

Barnett:  1  think  that  brings  me  to  the  end  of  my  testimony  in  re- 
gard to  Senate  Bill  647,  what  we've  done  about  it,  and  haven't  done 
about  it,  and  I  would  like  to  stop  at  this  juncture,  and  ask  if  you  have 
any  questions  before  I  go  on  to  anything  else. 

Teale:  Well,  you're  not  too  unhappy  with  your  part  of  the  bill, 
except  that  of  the  mechanical  problem  of  getting  it  set  up? 

Barnett:  That's  right.   We're   very  satisfied.    In   fact,   w'e're  very 
happy.  It's  a  very  wonderful  thing  to  at  least  have  gotten  to  the  place 
where  we  can  do  something  about  it. 
Teale  :  Senator  Berry  ? 

Senator  Berry :  Have  you  done  anj^  aiding  or  assisting  in  the  selec- 
tion of  pilots? 

Barnett:  Well,  Senator  Berry,  there's  some  confusion  before  the 
committee  abont  this  program.  Let  me  straighten  you  out.  You  asked 
this  question,  I  believe,  of  Dr.  Lindsay  here.  I  don't  think,  since  you 
drojiped  your  statewide  insurance  program,  you  do  anything,  any  more 
at  all  abont  selection  of  aircraft,  or  pilots,  or  anything  in  this  program, 
other  than  on  an  advisory  basis,  do  you.  Earl? 

Sams:  That's  correct.  We  no  longer  are  permitted  to  do  anything 
with  respect  to  the  selection  of  aircraft  or  pilots. 

liai-nett :  1  know  when  I  was  an  operator,  I  used  to  be  scared  to  death 
of  the  guy.  I  kept  a  separate  set  of  books  for  him. 

Portugal:  I  have  a  message  from  the  President  of  San  IMateo  College, 
Dr.  I'artolazzo.  In  reference  to  Mr.  Barnett 's  renuirks  he  asked  that  I 
inform  the  committee  that  the  case  was  settled  entirely  without  any 
cost  to  the  junior  college  district. 

Brysson :  Barney,  what  amount  was  allocated  to  j'ou  to  set  up  this 
insurance,  basic  insurance? 
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Barnett :  Well,  there  was  no  amount  allocated.  I  had  to  carve  it  out 
of  other  things.  I  agreed  to  make  less  trips  by  airplane,  took  some  of  it 
out  of  my  travel  costs,  I  took  some  of  it  out  of  other  things  that  I  fig- 
ured that  I  could  do  some  other  way.  Actually,  I'll  tell  you  what  I 
did.  I  bummed  some  engineering  that  I  had  gotten  money  to  pay  for, 
and  hoped  to  take  it  out  of  the  engineering  fee,  is  what  I  did. 

You  asked  a  question  this  morning,  which  I  think  deserves  an  answer. 
What  else  have  we  been  doing  in  this  department? 

Mr.  Barnett  outlined  the  assistance  the  Department  of  Education 
had  received  from  the  California  Aeronautics  Commission,  and  also 
discussed  percentage  and  qualifications  of  students  entering  the  avia- 
tion industry, 

Teale :  How  much  time  have  you  actually  sj)ent  in  the  last  few  months 
in  supervision  and  inspection  of  flight  facilities? 

Barnett:  We  don't  spend  any.  We  don't  feel  that  we're  in  this  busi- 
ness until  such  time  as  we  actually  have  an  insurance  program  with 
specific  schools  participating.  At  that  time,  we  will. 

Teale :  You  plan,  if  you  can  get  an  insurance  program,  of  course, 
3^ou  will  go  into  a  definite  supervision  program? 

Barnett :  By  all  means.  In  fact,  our  only  hope  of  coming  out  on  this 
insurance  thing  at  all  right,  our  precedent  for  being  able  to  commit 
these  funds  properly  and  get  it  going  and  offer  this  program  to  the 
schools  and  colleges  depends  entirely  on  personal  friendship  with  the 
insurance  people  involved,  who'll  say  OK,  if  you'll  do  that  job,  then 
we'll  bring  our  rates  down.  This  does  many  things,  this  eliminates  the 
necessity  of  them  doing  it  to  be  sure  their  risk  is  written  right.  We 
deliberately  take  a  great  deal  of  the  risk  out  of  it  because  they  recog- 
nize these  factors  too,  that  good  equipment  and  good  people  and  so 
on  are  the  necessity  of  the  program.  At  that  time,  we  will  actually  see 
to  it  and  take  the  responsibility  to  see  to  it  that  it  is  done  by  the  right 
kind  of  people  at  the  right  time,  at  the  right  place,  in  the  right  weather, 
etc. 

Teale:  Thank  you,  Barney.  Next,  is  Mr,  Gene  Portugal  of  Santa 
Rosa  Junior  College. 

Portugal :  First  to  set  the  record  properly,  I  am  no  longer  in  charge 
of  the  aviation  program  at  Santa  Rosa  Junior  College.  I've  been 
kicked  upstairs,  you  might  say,  and  my  place  has  been  taken  by  Mr. 
Don  Cooley,  who  is  here.    . 

I  understand  my  responsibility  this  morning  is  to  give  the  picture 
of  the  aviation  program  at  the  junior  colleges,  and  I  have  no  prepared 
statement  for  the  committee.  I  have  no  objection  at  all  to  being  inter- 
rupted at  any  time  for  questions.  I  will  try  to  cover  the  material  which 
has  been  assigned  to  me. 

Mr.  Portugal  supplied  facts  and  figures  on  some  200  graduates  that 
had  taken  the  aviation  course.  It  was  interesting  to  note  that  less  than 
10  percent  of  the  graduates  had  entered  industry  other  than  aviation. 
Mr.  Portugal  went  on  to  explain  the  aviation  program  at  the  several 
junior  colleges  offering  this  type  of  training  together  with  the  cost  per 
student  training  in  aviation  as  compared  to  the  cost  per  student  in 
other  categories. 
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Mr.  Portugal  ga\e  the  insurance  costs  of  the  present  program  at 
Santa  Rosa  Junior  College  and  appealed  for  a  statewide  policy  which 
would  greatly  reduce  this  expenditure. 

Teale:  I  take  it  that  you  have  a  fairly  well-rounded  aviation  pro- 
gram ? 

Portugal :  No,  we're  short — oh,  you  mean  the  junior  colleges,  now,  or 
just  Santa  Kosa? 

Teale:  Generally  speaking. 

Portugal :  Generally  speaking,  I  would  say  that  the  junior  colleges 
are  taking  the  lead  definitely,  always. 

Toale:  Now.  Santa  Rosa  is  limited? 

Portugal :  Yes,  we  do  not  offer  training  for  mechanics,  because  there 
is  no  industry  in  our  area,  and  there  is  no  employment  to  speak  of 
in  that  particular  field. 

Teale :  Yours  is  primarily  a  flight  training  program  ? 

Portugal :  Flight,  and  also  for  the  airline  training — vocational  train- 
ing for  the  airline  personnel. 

Teale:  How  long  have  you  operated  a  flight  program? 

Portugal :  "\Ye  have  operated  a  flight  program  continuously  since 
1939.  I  have  been  in  charge  of  it — I  was  in  charge  of  it  in  1941  till  1947. 

Bryson :  Mr.  Portugal,  were  your  insurance  policies  made  on  an 
hourly  basis,  or  a  flat  rate? 

Portugal :  No,  it  was  a  flat  rate  on  the  assumption  that  if  we  flew 
less  than — no,  that  was  removed — it's  a  flat  rate.  At  one  time  we  did 
have  a  -100-liour  and  then  a  rider  above,  but  no  longer. 

Brj'son:  As  I  understand  it,  your  junior  college  program,  isn't  the 
tuition  charged  back  to  the  counties  of  residence? 

Portugal:  That  tuition  charge  to  the  out-of -district  students  is  a 
blanket  charge  and  is  not  based  on  any  individual  program.  That  is 
a  set  fee,  and  now  also  includes  $300  per  student,  for  capital  outlay 
only,  not  any  individual  program. 

Teale:  The  next  witness  is  Mr.  Paul  JMcKusick,  Superintendent  of 
the  Preston  School  of  Industry. 

Mr.  ]\rcKusick  identified  himself  and  gave  a  brief  outline  of  his 
aviation  background  and  his  beliefs  in  the  value  of  an  aviation  educa- 
tion program.  lie  described  the  program  of  aviation  education  as  it 
exists  at  the  Preston  School  of  Industry  and  made  a  particular  note  of 
its  usefuhiess  as  an  incentive  program.  He  believes  that  the  State  has 
a  definite  responsibility  to  give  up-to-date  information  to  the  young 
people  of  this  "Air  Age." 

Bryson:  Mr.  McKusick,  do  you  expect  to  go  into  an  aircraft  engine 
course — airframe  course? 

McKusick :  We  would  like  to  and  we  're  going  to  request  our  depart- 
ment to  request  the  funds  for  it  at  some  future  date.  We  have  not  had 
that  opportunity  so  far.  This  isn't  the  year  to  do  it,  but  if  we  can 
manage  some  way  to  have  enough  training  school  bods  in  California, 
so  that  Ave  keep  some  of  these  boys  more  than  a  few  months,  we  want 
to  add  this  course.  It  .should  be  added,  that  it  cannot  be  used  very  well, 
that  laboratory  part  of  it,  now,  because  we're  having  to  run  kids  through 
the  school  so  fast,  that  they  wouldn't  be  able  to  stay  there  long  enough 
to  gain  the  information  they  would  need  to  go  out  and  be  airplane  or 
engine  people.  It  would  be  interesting  from  the  standpoint  that  our 
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other  vocational  classes  are  interestiiij^',  in  providing  useful  informa- 
tion, and  the  information  given  wouldn't  be  lost,  but  it  would  be  an 
expensive  addition  to  our  program,  and  at  this  time,  we  haven't  felt 
justified  in  doing  it.  I  think  that  in  two  or  three  years,  we  will,  and 
we  want  to. 

Teale:  Do  3'ou  think  there's  any  chance  of  guiding  these  kids  into 
other  vocational  schools,  so  that  they  might  end  up  in  an  aviation 
job,  but  giving  them  a  basic  aviation  course? 

McKusick:  By  giving  them  a  basic  course,  I  think  we  could,  and  I 
believe  that's  a  very  good  point  of  view,  Senator.  From  the  preflight 
training  that  we're  giving  on  the  noidaboratory  basis  at  the  present 
time,  I'm  sure  that  we  will  steer  students  into  an  interest  where  they 
will  want  to  go  into  the  industry,  and  be  trained  by  the  industry. 

Teale:  How  long  do  you  keep  track  of  these  kids? 

McKusick :  We  keep  track  of  them  for  two  to  three  years  in  each  ease. 

Teale:  Well,  then  you  should  be  able  to  see  in  two  or  three  years 
whether  this  program  is  any  good. 

McKusick:  We  expect  to,  and  with  our  newly  organized  research 
department,  I'm  sure  we're  going  to. 

Teale :  Thank  you  very  much.  Gentlemen,  we  have  at  least  three  or 
four  more  witnesses.  I  would  suggest  that  we  take  one  hour  for  lunch, 
and  we  '11  take  up  again  at  1  o  'clock. 

The  next  witness  will  be  Mr.  Fred  Stiefler,  Director  of  Public  Rela- 
tions, Western  Region,  Aircraft  Industries  Association. 

Stiefler:  Senator  Teale,  it  is  a  pleasure  indeed  to  be  present  and 
represent  the  aircraft  manufacturers  of  this  State.  It  is  a  bit  surprising 
that  the  material  I  am  going  to  present  was  prepared  early  in  the 
month  of  May  and  sent  to  you  in  accordance  with  your  original  meeting 
notice.  At  that  time,  it  was  not  our  intent  to  verbally  enter  into  the 
record,  and  it  is  pretty  much  a  summary  of  the  testimony  you  have 
already  heard  here  today. 

I  will  be  happy,  insofar  as  possible,  to  answer  any  questions  you 
might  have,  after  this  material  has  been  presented,  relative  to  the  indus- 
try in  the  area,  bearing  in  mind  that  we  represent  the  manufacturing 
industry,  rather  than  the  transport  and  other  related  phases,  and  the 
figures  that  I  present  in  the  course  of  the  material  are  based  upon  that 
segment  of  the  industry. 

The  aircraft  industry  is,,  and  has  been,  for  some  years,  the  largest 
manufacturing  industry  in  the  State,  employing  currently  more  than 
240,000  people,  with  a  typical  weekly  payroll  of  $28,000,000.  It  logically 
follows,  therefore,  that  this  industry  is  a  potential  source  of  employ- 
ment for  a  considerable  number  of  people  educated  in  the  California 
schools. 

As  the  products  of  the  industry  have  grown  more  complex,  the  per- 
centage of  employees  with  greater  technical  skills  and  with  varying 
grades  of  engineering  degrees  has  risen  considerably.  An  acute  shortage 
of  this  type  of  person  has  existed  in  the  past  few  years.  Not  only  the 
aircraft  industry  but  practically  all  industry  has  urged  that  the  State 
recognize  the  "air  age"  in  which  we  are  now  living. 

Mr.  Stiefler  emphasized  the  need  for  strengthening  the  basic  training 
in  both  the  elementary  and  secondary  schools.  The  committee  was  in- 
formed of  the  industry's  education  program,  actual  courses  to  better 
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improve  the  individual  ability,  and  his  worth  to  the  industry.  Testi- 
mony revealed  that  the  sale  of  agriculture  products  in  the  State 
amounted  to  less  than  one  billion  dollars  in  1957.  Aircraft  sales  in  the 
State  ainouiitod  to  some  three  billion  dollars  for  the  same  period.  The 
industry  has  underwritten  the  cost  of  the  National  Aviation  Education 
Council  and  has  provided  supplemental  study  materials  of  a  current 
nature  to  keep  the  educators  of  our  schools  on  a  current  level. 

Brysou :  Mr.  Stiefler,  do  you  feel  your  personnel  department  would 
consider  an  applicant  who  had  completed  an  aviation  course  in  prefer- 
ence to  one  who  had  not,  all  other  qualifications  being  equal? 

Stiefler :  Yes,  very  definitely. 

Bryson :  At  the  present  time,  is  there  an  exchange  of  ideas  between 
the  industry  and  the  Department  of  Education  of  the  State  of  Cali- 
fornia ? 

Stiefler:  There  is,  at  many  different  levels  and  on  many  different 
occasions.  It  is  somewhat  spotty,  of  course,  and  it  is  difficult  for  me  to 
evaluate  it  in  any  terms  of  percentage,  because  many  of  the  approaches 
are  directly  to  individual  manufacturers  which  may  be  due  to  a  com- 
munity area  relationship  or  a  specific  area  of  interest,  that  relates  to 
one  company  rather  than  the  overall  industry,  in  which  case,  we  would 
not  necessarily  have  a  knowledge  of  it. 

Teale:  Fred,  how  much  do  you  think  the  aviation  industries  invest 
in  their  education  program? 

Stiefler:  I  do  not  have  a  dollar  figure  on  that  for  California,  un- 
fortunately. There  was  a  national  figure,  that  was  an  estimate.  It  was 
in  our  April  issue  of  Planeft,  and  I  do  not  have  a  copy  of  that,  and  I 
do  not  remember  the  figure.  Do  you  have  it.  Earl,  by  any  chance? 

Sams:  I  was  looking  for  it,  but  I  haven't  found  it  yet.  The  April 
issue  of  Planes  has  one  on  the  training  program,  and  you  might  want 
to  make  some  comment  on  it. 

Stiefler:  Of  our  support  for  the  educational  institutions?  Yes.  We 
have  been,  j'ou  might  say,  godfather  to  the  National  Aviation  Education 
Council,  and  have  underwritten  the  production  of  and  the  promotion 
and  printing  of  a  great  many  supplemental  study  materials  to  try  to 
help  the  educator  keep  abreast  of  this  fast  moving  thing,  faster  than 
the  textbooks  can  provide,  through  these  booklets  provided  by  the 
NAEC.  NoAv  these  have  been,  I  believe,  almost  exclusively,  if  not  wholly 
so,  produced  by  educators,  either  as  a  result  of  workshop  experience 
or  as  a  direct  project  of  their  own  teaching  activities,  and  as  such  have 
found  ready  acceptance  among  other  educators.  The  production  of  them 
is  underwritten  by  our  association,  or  rather  our  support  of  NAEC, 
and  the  materials  of  instruction  are  then  sold  at  approximately  cost, 
and  they  are  very,  vor,y  nominal,  as  far  as  publications  of  that  type  go. 
And  they  have  been  approved  by  the  state  curriculum  committees  of 
every  state  that  has  such  a  committee. 

I  might,  too,  just  for  the  record,  make  a  comment  on  this  flight 
training  program.  You  might  well  gather  and  correctly  so,  from  my 
remarks  here,  that  we  are  not  recommending  a  flight  training  program, 
particularly  in  the  elementary,  or  I  mean,  in  the  secondary  schools, 
and  we  leave  it  entirely  as  an  ojjfional  opej-ation  in  the  other  schools. 
However,  we  do  endorse  and  believe  Avell  worthwhile  the  orientation 
type  oF  program  as  one  that  is  not  too  costlv.  1  think  that  anvone  thnt 
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has  sufficieiit  interest  in  something  like  tliat  shonhl  appreciate  it  suffi- 
ciently to  be  willing  to  bear  part  of  the  cost  there,  and  as  a  parent  of 
children  in  the  California  school  system,  I  would  be  more  than  willing 
to  pay  my  share  of,  or  the  portion,  that  would  be  asisgned  to  the  stu- 
dents. It  would  be,  as  I  believe  the  educators  referred  to  it,  an  extra 
cost  item. 

Teale :  Fred,  one  more  question.  Do  you  have  a  problem  of  recruit- 
ment of  personnel? 

Stiefler:  "We  do  in  certain  areas.  There  is  still  a  shortage  of  trained 
people  in  the  engineering  and  scientific  fields;  we  have  some  problems, 
although  not  nearlj^  as  acute,  in  several  of  the  other  fields;  and  I 
might  state,  too,  for  the  matter  of  record,  that  we  use  almost  every 
known  skill  and  trade  someplace  in  our  industry,  and  to  some  extent, 
all  the  way  from  watchmakers  to  specialists  in  almost  every  field,  and 
if  I  may  go  away  from  our  manufacturing  field  for  a  moment  here, 
even  the  dietician.  This  is  very  important  to  us,  all  the  way  across  the 
board.  And  there  isn't  a  known  trade  that  you  can  encourage  in  the 
educational  field  that  we  do  not  use  someplace. 

Teale :  Do  you  think  there  would  be  any  value,  as  was  brought 
out  this  morning,  that  the  vocational  counselors  in  the  schools  could 
be  interested  more  perhaps,  or  better  informed  as  to  the  opportunities 
in  aviation? 

Stiefler :  From  my  own  experience  and  exposure  to  some  of  these 
vocational  counselors,  I  get  some  very  mixed  feelings  about  them.  I 
feel  quite  sorry  for  some  of  them.  Very  definitely,  they  should  have 
more,  because  they  do  not  have  sufficient  information  to  intelligently 
guide  these  pupils,  and  particularly  in  pointing  out  that  with  the 
rapidly  changing  developments  in  our  industry,  the  technological  ad- 
vances that  we're  making  daily,  there  is  no  set  pattern  that  can  say, 
this  is  what  you  do  require,  and  basically,,  if  they  knew  more  about 
this,  they  would  then  encourage  more  students  to  continue  higher  edu- 
cation, and  not  to  rest  content  with  any  particular  level  of  it,  if  they 
want  to  achieve  any  great  shakes  in  the  aviation  industry,  because  it's 
a  continually  growing  field. 

This  is  one  of  the  problems  of  our  plant  locations,  as  a  matter  of 
fact.  There  was  talk  a  couple  of  years  ago  about  dispersal  of  the  air- 
craft industry.  One  of  the  major  problems  that  is  facing  management, 
if  that  had  been  brought  about,  and  thank  goodness,  it  wasn't,  was  the 
fact  that  many  of  our  engineers  would  not  go  to  an  area  where  they 
did  not  have  access  to  institutions  of  higher  learning,  so  that  they 
could  continue  their  studies,  right  as  they  were,  there  isn't  one  of 
them  of  our  leading  engineers  that  does  not  continually  study,  not 
only  on  his  own,  but  in  outside  recognized  sources,  to  try  to  keep  abreast 
in  the  new  fields  that  are  developing  and  opening  up. 

Teale :  Another  question  folloAvs  then.  What  percentage  of  your  per- 
sonnel have  to  have  educational  background  beyond  liigh  school?  Or 
should  have,  or  is  it  desirable  ■ 

Stiefler :  Well,  as  we  are  comi)ig  into  the  space  age,  and  as  more  em- 
phasis is  being  placed  on  missiles  and  what  not,  unless  a  potential 
employee  has  gathered  a  particular  vocational  skill,  relative  to  a  par- 
ticular piece  of  machinery,  or  something  like  that,  we  are  going  to  find 
ourselves  in  the  not  too  far  distant  future,  at  the  point  where  we  are 
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not  jroiii^'  to  be  able  to  employ  the  avera<ii:c  higli  scliool  frraduate.  And 
I  tliiiik  tliis  liolds  true  not  only  for  our  industry  but  for  several  other 
industries  as  well. 

A  few  years  a^o,  1  '11  cite  a  very  homely  example,  you  could  ])ut 
most  anyone  on  as  a  laborer  or  a  sweeper.  Today  you  put  the  sweeper 
on  a  rather  complicated,  motorized  gadget,  instead  of  sweeping,  he's 
got  to  know  what  areas  he's  sweeping  in,  he's  got  to  be  aWe  to  pass 
color  bliudness  tests,  because  certain  areas  are  coded  by  color  that 
they're  jiroliibited  ;  he's  got  to  b(^  able  to  follow  written  or  verbal  in- 
structions that  are  far  more  complex  than  any  giveii  previously,  and 
he  has  to  have  good  depth  perception.  In  the  case  of  a  laborer  who  has 
a  strong  back  and  a  weak  mind,  lift  that  barrel,  tote  that  bale,  this  we 
don't  do.  AnA-thing  weighing  much  over  50  ])Ounds  we  pile  several  on 
a  pallet,  we  put  the  lifting  man  on  another  mechanical  gadget,  and 
again  he  has  to  have  depth  perception;  he's  got  to  have  quite  a  bit  of 
mechanical  ability.  And  it's  not  that  the  people  we  employed  in  these 
categories  before  didn't  have  that  potentiality,  it  just  never  was  de- 
veloped, and  now  it  is  becoming  more  important  that  these  things  be 
developed,  if  we're  going  to  be  able  to  use  them.  And  I  certainly  feel, 
very  strongly,  that  unless  some  of  these  developments  take  place,  that 
one  of  these  days  in  the  future,  we're  going  to  end  up  with  a  certain 
class  of  relatively  unemployable  people. 

Teale  :  So  far  as  your  industry  is  concerned  ? 

Stiefler :  No,  this  is  as  far  as  the  manufacturing  industry  generally  is 
concerned,  because  of  the  technological  developments  across  the  board. 

Teale:  What's  the  financial  incentive,  in  getting  that;  does  the  aver- 
age individual  employed  by  the  aviation  industry  make  a  salary  com- 
parative to  other  jobs  that  require  the  same  amount  of  education? 

Stiefler:  Yes.  Equal  to,  or  in  some  cases,  apparently  a  little  bit  more. 

Teale  :  Are  there  any  other  questions? 

Bryson :  From  your  remarks,  do  yon  feel  that  a  gradually  ex]iauded 
program  in  aviation  education  would  be  beneficial  to  your  industry? 

Stiefler:  Yes,  it  would.  But  again,  Ave  are  not  emphasizing  specific 
aviation  courses  at  the  secondary  level.  In  the  junior  colleges,  where 
you  are  going  to  have  junior  college  terminal  students,  yes,  there's 
room  for  quite  a  few  specifics,  there  that  can  be  terminal  courses. 

Teale :  You  feel  then  that  your  high  school  courses  should  be  more 
general  and  more  motivating,  rather  than  specific? 

Stiefler:  That,  and  give  them  a  sounder  foundation  in  basic  funda- 
mentals of  mathematics,  English,  and  abilities  to  express  themselves 
and  to  encourage  them  to  carry  their  educatiou  further  if  they  possiblv 
can.  If  not,  at  such  time  as  we  would  get  them  as  employees,  with  this 
better  foundation  in  fundamentals,  we  could  then  buiM  Avith  them  to 
the  ultimate  advantage  of  both. 

Teale:  Thank  you  very  much.  I  certaiidy  a])preciate  your  coming. 

Sti(>fler:  Thauk  you.  "We're  very  hai)|\v  to  do  it,  auytime  Ave  can 
help  you  iu  any  way  i-clativc  to  Ihc  maunfacturiug  end.  ju'^t  lei  us 
knoAV. 

Teale:  Tli<^  next  witucss.  1  Ix-licve,  is  .Mr.  ThiL'pcu  I'l-om  rnil(^d 
Airlines. 

Mr.  Thigpen  introduced  Mr.  Benedicl  aud  'Sir.  llcchi  who  arc  em- 
ployed by  Uuiti'd  Airlines  as  career  counselors. 
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Mr.  Benedict  explained  three  items  of  h  seven-part  program  spon- 
sored by  United  Airlines,  namely  printing  and  distribution  of  some 
200,000  pieces  of  educational  material  to  scliools  within  the  State, 
membership  and  participation  in  education  organizations  and  associa- 
tions, working  in  an  advisory  capacity  with  educational  groups,  and 
the  State  Department  of  Education. 

Mr.  Hecht  exi)lained  the  r(>maining  parts  of  the  program  and  these 
were  guided  tours,  public  relations  consulting  and  advisory  at  sec- 
ondary and  college  level  and  instructor  courses  for  education.  United 
Airlines  maintains  an  audiovisual  department  with  a  library  of  some 
1,500  films.  Estimates  of  students  viewing  these  films  are  approximately 
225,000  students  per  year.  Classes  are  conducted  in  the  maintenance 
plant  at  the  San  Francisco  Airport  for  the  benefit  of  aircraft  and  en- 
gine instructions  to  keep  these  educators  current  with  the  latest  de- 
velopment in  technological  advancements  in  the  industrj'. 

Teale :  I  take  it  that  you  are  in  accord  then  with  the  general  program 
which  the  department  has  been  fostering  to  some  extent,  and  to  the 
program  it  is  developing  in  the  junior  colleges.  Am  I  correct  in  that 
assumption  ? 

Hecht :  That  is  right. 
Teale  :  Do  you  think  it's  adequate  °? 

Hecht :  Well,  with  the  potential  of  the  growth  of  the  industry  in 
the  State,  it  certainly  has  not  been  overdone. 

Teale :  I  take  it  then,  you  think  there  is  room  for  more  of  the  same  ? 
Hecht :  Yes. 

Teale :  Do  you  have  any  suggestions  as  to  any  particular  way  in 
which  it  should  be  improved  ?  In  other  words,  whether  it  should  follow 
one  tack  or  another,  or  just  in  which  direction  the  improvement  should 
be  directed  ? 

Hecht:  Well,  yes,  the  comments  which  have  been  given  before  the 
hearing  this  morning  have  been  very  much  in  line  with  the  feelings 
of  our  company. 

We  are  very  anxious  in  the  transport  industry  to  have  interested  in 
aviation  the  better  than  average  student.  Now,  to  cite  specifically,  we 
have  quite  an  elaborate  apprentice  program  as  do  the  other  carriers 
in  the  area,  at  least  part  of  them,  and  as  an  example,  a  boy  coming  out 
of  high  school  can  get  into  our  apprentice  program  if  he  is  over  18  and 
under  21  years  of  age.  But  as  a  requirement  to  get  into  our  apprentice 
program,  he  must  be,  and  I'll  use  this  in  a  general  term,  above  average 
intelligence.  I  think  we  all  understand  that  average  is  about  100,  and 
he  must  have,  before  we  will  give  him  very  much  consideration,  algebra, 
geometry  and  physics,  because  we  feel  that  that  is  very  important 
background  upon  which  we  can  build  for  an  apprentice  mechanic. 

And,  in  the  past  18  years  our  company  has  had  this  apprentice  pro- 
gram, we  have  found  that  our  apprentices  do  not  stay  as  mechanics ; 
they  move  on  up  into  the  supervisory  bracket,  and  to  make  it  rather 
clear,  we  like  a  better  than  average  student  going  into  that  type  of 
thing,  which  puts  the  whole  emphasis  on  the  type  of  thing  which  Fred 
Stiefier  said,  from  the  Aircraft  Industries  Association,  we  like  to  get 
a  good  solid  educational  background.  We  would  certainlj^  like  to  have 
them  know  something  about  aviation  and  general  machine  skills,  but 
when  it  comes  to  the  specifics,  they  are  changing  so  rapidly,  it  is  virtu- 
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ally  impossible  for  the  schools  to  lead,  they  must  follow.  So  we  take  the 
good  potential  student  and  with  our  apprentice  program  and  our  elabo- 
rate training  program,  we  can  upgrade  them  quite  well.  And  that's 
been  rather  authenticated  by  junior  colleges,  Mr.  Portugal,  Fred  Stie- 
fler,  aiul  others. 

Teale :  In  other  words,  a  more  sound,  basic  education  ? 

Hecht:  It's  just  imperative  in  this  whole  trend  of  a  highly,  and  a 
rapidly  growing,  technological  societ}'. 

Bryson:  You've  been  talking  about  your  ground  forces  generally, 
how  about  your  flight  personnel?  As  they  reach  retirement  age,  from 
where  are  you  going  to  draw  your  replacements? 

Hecht:  Well,  that's  been  quite  a  problem  in  the  company,  and  it's 
somewhat  everybody' 's  guess,  but  currently  and  up  to  now,  and  even 
at  the  present  time,  w^e  have  been  able  to  satisfy  our  flight  personnel 
need  from  the  general  turnout  of  those  coming  out  of  the  various  serv- 
ices, and  probably  90  percent  to  95  percent  of  our  people  who  come  to 
us  as  flight  personnel,  that  in  our  company  includes  engineers,  copilots, 
and  pilots,  do  basically  come  from  having  had  training  in  one  of  the  air 
groups.  Marines,  Navy  or  Air  Force.  Now,  of  course,  previous  to  that 
as  we  found  and  know,  much  of  the  type  of  thing  that  a  youngster 
might  get  in  a  junior  college  does  two  things,  we  think.  It  aids  him  in 
knowing  whether  he  can  fly  and  likes  to  fly.  And  there's  certainly  a 
difference  in  those  two  areas,  and  it  would  appear  that  probably  that 
type  of  thing  will  continue  in  our  whole  defense  economy  for  some 
years  to  come,  I  rather  believe.  I  think  that  answers  that  fairly  rela- 
tively. 

Stiefler :  I  just  want  to  add  a  supplement  to  that.  For  your  informa- 
tion, somewhat  less  than  10  percent  of  the  industry's  employment  na- 
tionally is  in  this  so-called  glamour  field,  pilots,  copilots,  and  steward- 
esses. So  you  see  you're  talking  about  a  fairly  small  portion  of  the 
people  that  you're  going  to  train  and  are  going  to  enter  the  aircraft 
industry  in  its  broader  sense. 

Bryson:  But,  you're  still  talking  about  a  large  amount  of  people. 

Stiefler :  Yes,  considering  the  fact  that  right  now  the  industry  is 
employing  just  short  of  some  80(),()0()  nationally. 

I^ryson:  I  would  like  to  go  a  little  bit  further  and  ask  you  wluit  you 
feel  about  a  course  of  study  starting  at  the  secondary  level  and  con- 
tinuing through  college,  qualifying  a  student  for  a  commercial  pilot's 
license.  Would  that  be  beneficial  to  industry,  to  the  airlines  ? 

Ilecht :  In  the  secondary  and  junior  college  levels? 

Bryson :  AVell,  it  probably  would  take  that  long  to  qualify  for  a  com- 
mercial license;  it  probably  couldn't  be  done  in  two  years  in  a  junior 
college. 

Iloclit:  Well,  we're  very  anxious  to  get  a  person  with  a  broader 
background  in  both  liigh  school,  as  a  company,  and  ])erhaps,  the  indus- 
try. We're  very  anxious  for  a  broad  background  in  high  school,  the 
secondary  school  level.  Again,  as  T  have  said  many  times  to  counselors, 
the  schools  must  follow,  because  the  industiy  is  changing  so  rapidly 
that  they  just  can't  keep  up;  they've  got  to  kind  of  follow  our  paths. 
So  we'd  rather  have  them  geiUM-ally  educated  Avell  in  the  fundamentals 
oF  scicuce  and  math,  social  studies  and  speech,  English  in  its  broad 
Held,  then  we  would  specialize  them.  Perhaps,  on  the  basis  of  the  testi- 
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moiiy  that  was  given  here  this  morning,  giving  them  that  opportnnity 
wonlcl  be  helpfnl.  We  have  not  particularly  decided  that  it  is  a  mnst, 
at  all. 

Bryson :  But,  if  it  wasn't  for  the  military,  it  wonld  be  a  must,  is 
that  correct  ? 

Iloclit :  No  question.  It  doesn't  look  like  the  military  will  be  short  for 
a  long  time,  though. 

Thigpon:  Senator  Teale,  may  I  have  just  a  brief  word  in  closing? 
I'd  like  this  committee  to  know  of  the  enthusiasm  and  the  support  and 
the  endorsement  that  we  give  to  the  program  that  Earl  Sams  has  been 
carrying  on,  to  the  very  able  leadership  that  he's  given  to  the  whole 
scheme  of  aviation  education  in  the  State. 

Teale :  I  think  Mr.  Pottorff  of  Pan  American  wanted  to  comment. 
We  have  your  written  statement.  Would  you  like  to  comment  on  it  in 
any  way  ? 

Mr.  Pottorff,  representing  Pan  American  World  Airways,  submitted 
to  the  committee  a  complete  set  of  booklets,  1  through  20,  used  in  the 
classrooms  at  every  age  level.  In  addition  to  this  literature  Pan  Ameri- 
can sponsors  television  programs  on  education  channels.  They  are  at 
present  working  with  the  State  Department  of  Education  in  developing 
a  film  for  use  in  the  school  system  closed  circuit  television. 

The  following  report  was  submitted  by  Pan  American  World  Air- 
ways: 

REPORTS   ON    PAN   AMERICAN    WORLD   AIRWAYS 
AVIATION    EDUCATION    PROGRAM 

Submitted  to  the  Senate  Intei-im  Committee  ou  Aviation 

by   George   B.   Pottorff,   Public  Affairs   Manager,   Pacific 

Alaska  Division,  Pan  American  World  Airways 

June  13,  1958 

Pan  American  World  Airways  is  the  largest  international  airline  in 
the  w^orld.  It  flies  to  81  countries  on  all  six  continents. 

The  Pacific  Alaska  Division  of  Panam  has  its  headquarters  in  San 
Francisco,  California.  We  also  operate  out  of  Los  Angeles.  Pan  Ameri- 
can plays  an  important  role  in  linking  California  to  the  rest  of  the 
world  by  a  vast  network  of  airlanes.  We  do  not  fly  within  the  State  of 
California  nor  do  we  operate  within  the  continental  limits  of  the  United 
States,  nevertheless,  Panam  makes  a  substantial  contribution  to  the 
State  of  California's  aviation  education  program,  by  providing  the 
school  system  with  numerous  teaching  aids.  This  is,  by  no  means,  an 
inexpensive  program  j  however,  we  feel  that  it  has  been  a  very  successful 
one. 

Panam  has  been  a  company  with  forward  vision  ever  since  the  early 
days  of  flying  when  it  struck  out  on  new  routes  to  foreign  lands.  It  is 
consistent,  therefore,  with  Panam 's  policy  to  contribute  to  the  schools 
of  America  where  future  scientists,  pilots,  stewardesses — and  pas- 
sengers— learn  about  the  opportunities  in  the  world  before  them. 

Pan  American's  work  with  the  school  system  can  be  divided  into 
general  types — communication  and  direct  contact. 
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Communication 

A.  Movies 

1*.A.A.  travel  movies  have  proved  a  jjopiilar  way  of  learniiij^  geog- 
rapliy  in  seliool.  They  spark  the  student's  interest  in  travel  and  give 
him  a  reason  for  studying.  Film  is  available  to  the  teacher  at  major 
libraries  and  at  the  Pacific  Alaska  ]3ivision  Headquarters  of  Pan 
American  at  San  Francisco  International  Airport.  An  average  of  25,000 
people  a  year  see  the  movies  borrowed  from  the  P. A. A.  lending  library, 
and  the  rate  is  steadily  increasing.  For  the  first  six  months  of  1958,  the 
figure  has  already  leaped  to  27,531  viewers.  For  films  available  see 
Pamphlet  No.  1  "Wings  Over  the  World  By  Pan  American." 

B.  Television 

Pan  American  has  a  Television  Department  that  produces  and  dis- 
tributes programs.  Educational  channels  such  as  KQED  in  San  Fran- 
cisco make  good  use  of  this  material.  One  of  the  most  successful  shows, 
and  one  whicli  won  an  educational  award,  was  "Science  in  Action." 
Pan  American  scientist  Sidney  Serebreny  discussed  meteorology  and  ex- 
plained in  lucid  terms  the  air  currents  in  the  atmosphere  and  how  they 
affect  flying.  (See  Display  No.  2,  "Science  in  Action,"  "The  Jet 
Stream.")  Our  other  educational  programs  have  included  panelSj 
where  P. A. A.  experts  discuss  airline  career  opportunities  with  students, 
pageants  on  the  history  of  aviation,  flights  to  foreign  countries,  and 
tours  of  the  nuiintenance  base  at  San  Francisco  Airport. 

It  should  further  be  stated  in  this  report  that  a  representative  of 
Panam  has  been  in  contact  witli  the  State  Department  of  Education 
on  developing  film  for  use  in  the  school  system's  closed  circuit  TV. 

C.  Literature 

Pan  American  distributes  an  abundance  of  literature  to  teachers  and 
youth  leaders  in  the  State  of  California.  The  general  fields  covered  are 
aviation  education  and  travel,  and  one  of  the  publications  which  has 
proved  most  helpful  is  the  bimonthly  magazine,  21ie  Pan  American 
World  Airways  Teacher.  It  includes  in  each  issue  a  complete  study 
unit  of  one  of  the  countries  served  by  the  flying  clippers,  in  the  form  of 
bibliography,  audio-visual  materials  list,  text,  pictures  and  teaching 
plan.  The  magazine  also  contains  timely  articles  on  aviation  and  related 
subjects.  Thousands  of  teachers  in  the  State  take  advantage  of  this  aid. 
(See  Sample  3,  The  Pan  A)nerican  World  Ainraj/s  Teacher.) 

In  addition,  Pan  American  has  books  and  paiii])hlets  for  ever}^  age 
level.  Aviation's  One  World  (BooJdet  No.  4)  explains  International  Air 
Transportation  to  the  teenager,  while  What  Makes  an  jiirplane  Fly? 
answers  the  grammar  school  pupil's  questions.  There  are  also  pamphlets 
on  the  clipper  fleet  (Pamphlet  No.  6)  and  the  design  of  the  aircraft 
(Nos.  7  and  S)  and  an  air  travelers  foreign  language  dictionar3^  Other 
displays  often  used  by  the  teachers  are  the  maps,  posters,  and  time  con- 
verter wheel  (8,  9  and  10).  Of  course.  Pan  American's  world  travel 
guide  "N(W  Horizons"  is  as  interesting  to  the  teacher  as  it  is  to  the 
student.  (See  Book  No.  11.) 

Recognizing  the  growing  trend  toward  training  high  school  and  col- 
lege students  for  careers  in  the  airline  industry,  Pan  American  dis- 
tributes literature  on  job  opportunities.  (Booklet  No.  12)  For  example, 
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stewardess  requirements  aloiiji'  with  <>rooming  and  personality  tips 
geared  to  a  school  charm  course.  (Pamphlet  No.  13) 

I  am  sure  that  I  have  not  collected  all  of  the  teaching  aids  offered  by 
Pan  American  but  I  think  this  is  a  representative  amount.  For  other 
books  and  services  available  see  Pamphlet  No.  14,  P.A.A.  Educational 
Services. 

Recently,  when  George  Gardener,  the  Educational  Director  of  Pan 
American  was  in  Pakistan,  Dr.  Qiireshi,  that  country's  educational 
director,  requested  the  material  which  we  supply  to  the  schools  in  Cali- 
fornia and  offered  to  pay  Panam  for  it.  Mr.  Gardener  explained  that 
our  company  makes  no  charge  for  this  service  and  that  we  are  happy 
that  they  were  interested. 

Direct  Contact 

A.  Co-operation  With  Educational  Programs 

Panam  frequently  provides  speakers  for  such  events  as  school  career 
days  and  aviation  workshops  for  California  teachers.  The  schools  re- 
quest a  talk  by  a  personnel  director,  pilot,  flight  engineer  or  stewardess 
regularly, 

B.  Membership  in  Education  Group 

The  Pacific  Alaska  Division  of  Panam  is  a  member  of  the  California 
Aviation  Education  Association.  The  company  donates  to  the  associa- 
tion and  employees  help  organize  such  events  as  the  annual  Air  Youth 
Day  Banquet  honoring  outstanding  aviation  students. 

C.  Teacher  Travel  Programs 

Panam  encourages  teachers  to  make  group  tours  of  foreign  coun- 
tries during  the  summer  for  academic  credit.  When  a  teacher  has  ob- 
served how  such  a  tour  is  directed,  he  may  apply  as  tour  leader  of  his 
own  group  of  15  or  more  and  travel  on  Panam  free  of  charge. 

Panam  provides  the  material  that  will  assist  the  teacher  in  these  pro- 
grams. (See  samples  15,  16  and  17.) 

D.  Tours  of  the  Pacific-Alaska  Division  Maintenance  Base 

In  the  past  three  years,  442  teachers  have  brought  their  classes  to 
tour  the  Panam  base  at  San  Francisco  International  Airport.  This 
represents  over  15,000  school  children.  Most  of  those  children  were 
given  a  Panam  Flight  Folder  (See  Folder  No.  18)  containing  many 
interesting  items  to  stimulate  their  desire  to  learn  more  about  aviation 
and  travel. 

E.  Model  Airplane  Building  Contest 

Another  program  which  has  sparked  a  great  deal  of  interest  in  Cali- 
fornia is  the  model  airplane  contest.  For  a  full  description  we  submit 
Booklets  19  and  20. 

F.  Panam  Teachers 

Pan  American  World  Airways  have  close  to  4,000  employees  in  the 
State  of  California.  United  Air  Lines  has  many  more.  The  number  of 
emploj^ees  in  the  aviation  industry  in  this  State  adds  up  to  an  im- 
pressive total.  We  make  many  contributions  to  our  communities  and 
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at  all  times  our  iudustiy  endeuvurs  to  be  a  good  citizen.  The  airlines 
of  the  United  States  have  been  the  first  line  of  defense  in  national 
emergencies  as  proven  by  their  service  of  vital  airlifts  in  World  War  II 
and  tlie  Korean  Conflict.  In  other  ways  we  do  our  share  to  help  solve 
community  problems.  Recently,  when  the  sputniks  had  tlie  Country  in 
a  spin  and  educators  and  laymen  woke  up  to  the  fact  that  there  was  a 
shortage  of  science  and  mathematics  courses,  Panam  went  to  the  super- 
intendent of  the  county  school  system  and  ottered  to  donate  Pan 
American  scientists  to  teach  physics,  math  and  other  courses  in  the 
high  schools  for  a  certain  number  of  houi's  each  week,  at  no  cost  to 
the  school  system.  We  ottered  to  spearhead  a  program  that  would  en- 
tail our  going  to  the  electronic  industries  in  the  area  and  getting  a 
pool  of  people  that  could  fill  the  gap  the  educators  claimed  existed 
because  of  the  lack  of  science  and  math  teachers.  I  hope  this  example 
will  point  up  how  we  are  aware  of  our  responsibility  to  the  community 
and  show^  that  we  are  willing  to  go  out  of  our  way  to  offer  our  services 
to  the  educators  of  our  State. 

G.  Scholarships 

The  Pacific-Alaska  Division  has  been  working  on  a  program  to  award 
scholarships  to  sons  and  daughters  of  employees  which  would  entitle 
them  to  attend  summer  school  at  PAA  bases  in  the  Pacific  area.  These 
include  Honolulu ;  Auckland,  New  Zealand ;  Sydney,  Australia ;  Tokyo, 
Japan;  and  Manila,  P.  I.  In  exchange.  Pan  American  students  from 
these  bases  would  attend  a  school  in  California. 


No  educational  report  w'ould  be  complete  without  a  look  into  the 
future.  We  are  on  the  brink  of  the  jet  age.  The  jet  age  will  mean  a  new 
way  of  life  for  all  of  us.  Robert  B.  Murray,  Jr.,  former  Under  Secretary 
of  Commerce  of  the  United  States,  and  now  Executive  Vice  President 
of  Pan  American  World  Airways  has  stated:  "For  years  the  bomber 
and  the  tourist  airplane  have  been  racing  each  other  for  dominance. 
We  feel  that  the  jet  tourist  plane  must  win.  This  can  only  be  accom- 
plished through  education  and  through  travel — the  two  paths  which 
lead  to  understanding  of  other  peoples." 

In  this  direction,  Panam  is  proud  of  its  contribution. 


APPENDIX  C 

SENATE  INTERIM  COMMITTEE  ON  AVIATION 
HEARING  ON  AIRPORT  ZONING 

September  17,  1958,  Sacramento,  California 

A  ineeling  of  the  Senate  Interim  Committee  on  Aviation  was  held 
in  Room  4040  of  the  State  Capitol,  Sacramento,  California,  on  Septem- 
ber 17,  1958,  with  Senator  Stephen  P.  Teale,  Senator  Fred  S.  Farr, 
Patrick  R.  Murphy,  Ijegal  Consultant,  and  Mr.  Robert  Bryson,  Execu- 
tive Secretary,  present. 

The  meeting-  was  called  to  order  by  Senator  Teale,  Chairman,  who 
stated : 

The  1957  Session  of  the  Legislature  enacted  SB  933  which  many 
of  you  are  familiar  with,  which  incorporated  TS0-N18  of  the  C.A.A. 
(criteria  for  determining  obstruction  for  aerial  navigation)  into  Cali- 
fornia law. 

This  legislation  relating  to  airport  approach  zones  affected  those  air- 
ports constructed  after  September  11,  1957.  The  primary  purpose  of 
SB  933  was  to  enable  all  future  publicly  owned  airports  to  qualify  for 
federal  aid,  and  incidentally,  to  have  established  an  approach  zone 
which  would  protect  them,  we  hoped,  from  now  on. 

Today's  hearing  is  for  the  purpose  of  discussing  whether  the  1957 
legislation  was  adequate  so  far  as  zoning  of  airports  is  concerned,  or 
whether  additional  legislation  is  needed  in  order  to  (1)  protect  the 
private  airports  which  are  used  by  the  public;  (2)  to  put  more  teeth 
into  the  law  in  order  to  remove  existing  airport  hazards;  and  (3)  to 
determine  whether  local  governments  are  protecting  existing  airports 
by  proper  zoning  regulations  and  ordinances. 

It  is  our  hope  that  the  testimony  and  evidence  given  today  will 
assist  this  committee  in  recommending  the  proper  legislation  to  the 
1959  Legislature. 

Mr.  Tarshes,  Executive  for  Sacramento  County,  in  co-operation  with 
the  City  of  Sacramento  and  surrounding  counties,  has  submitted  a 
proposal  for  an  airport  study,  and  Mr.  Tarshes  is  present  this  morning 
and  will  give  the  committee  a  brief  outline  on  this  study. 

I  might  say  that  our  schedule  is  very  tight  today  and  that  I  have  to 
catch  an  airplane  at  four  o'clock,  but  we  will  attempt  to  move  right 
along  with  the  hearing.  Mr.  Tarshes,  you  are  first. 

Come  right  up  and  have  a  seat,  and  identify  yourself  for  the  record. 

(Mr.  Tarshes  gave  a  summary  of  the  Sacramento  County  Airport 
Study  now  in  progress.) 

Murphy :  ]Mr.  Tarshes,  do  you  feel  that  the  existing  legislation  today 
is  adequate  so  far  as  local  governments  are  concerned  to  protect  exist- 
ing airports  and  to  regulate  airport  hazards  ? 

Tarshes  :  You  mean,  our  existing  local  regulations  ? 

Murphy:  Presently  the  local  governments,  the  counties  and  the 
cities,  have  the  authority  to  regulate,  the  State  doesn't  step  in  at  the 

(183) 
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present  time.  Do  you  feel  that  existing  legislation  as  it  stands  with  the 
authority  or  powers  in  the  local  government  is  sufficient;  or  do  you 
feel  that  possibly  because  of  some  local  pressures,  or  refusal,  or  neglect 
on  the  part  of  local  government  to  regulate  existing  airport  hazards, 
that  the  State  should  have  the  autliority  to  come  in  and  regulate? 

Tarshes:  Well,  my  answer  will  probably  reflect  the  fact  that  all  of 
my  experience  in  government  in  California  is  in  local  government,  but 
I  would  also  like  to  call  your  attention  to  the  fact  that  this  is  not  the 
field  that  I  am  best  acquainted  with,  but  I  have  the  general  feeling  that 
local  jurisdictions  have  the  authority  to  do  what  needs  to  be  done, 
but  obviously  sometimes  they  don't  do  it  as  well  as  they  can.  Now, 
they  don't  do  it  for  a  number  of  reasons;  I'm  sure  you're  familiar 
with  them. 

Very  often  they  don't  know  what  has  to  be  done;  this  is  one  of  the 
reasons  for  a  study  of  this  type,  to  get  to  know  more  about  what  the 
problem  is,  so  you  have  a  sound  basis  for  action.  There  are  also  the 
pressures  that  you  mentioned.  There  are  pressures  for  development, 
for  sub-dividing,  that  are  very  difficult  to  resist  sometimes,  you  know. 
And  sometimes,  of  course,  these  developments  take  place  often  not  so 
nuich  because  of  the  pressure,  I  guess,  although  sometimes  that  exists, 
but  sometimes  because  nobody  thought  of  the  fact  that  sometime  this 
development  was  going  to  be  a  problem. 

We  certainly  have  problems  around  our  airfields,  our  military  air- 
fields, that  have  received  a  lot  of  attention  in  this  community.  I  think 
that  probably  the  problems  around  McClellan  Field  have  been  greater 
than  around  ]\lather  Field,  because  I  think  we  were  able  to  step  into 
the  zoning  around  IMather  Field  perhaps  at  an  earlier  stage  of  devel- 
opment than  we  were  around  McClellan.  But,  and  Mr.  Fraser  I  think 
can  tell  j'ou  more  about  that,  sometimes  I  am  sure  that  the  people  in- 
volved, and  I'm  not  just  trying  to  take  them  off'  the  hook,  all  have  a 
high  regard  for  the  value  of  McClellan  Field,  for  example,  to  this 
area.  And  what  they  did  was  not  intentional.  I  think  it  was  through 
lack  of  knowledge,  when  they  did  things  that  had  a  detrimental  effect 
on  ^IcClellan  Field  operations,  when  they  allowed  development  of  the 
type  that  perhaps  was  not  compatible  Avith  the  airfield  operation. 

I  think  that  the  local  jurisdictions  have  all  the  authority  they  need 
to  do  what  needs  to  be  done.  That's  my,  what  you  might  call  unedu- 
cated, opinion  on  it.  But  they  have  a  problem  of  dealing  with  a  rapidly 
changing  technology.  We  have  just  gotten  four-engine  commercial  serv- 
ice at  Sacramento  Municipal  Airport,  and  of  course  there  is  now  a  dis- 
cussion of  jet  aircraft,  and  it's  not  such  a  long  time  since  the  single 
engine  plane  was  the  big  plane. 

Murphy:  I  don't  like  to  put  you  on  a  hot  seat,  but,  admitting  that 
the  local  governments  do  have  this  authority  and  power  to  zone  and 
regulate,  where  they  refuse  or  neglect  to  act  because  of  these  pressures 
or  some  other  reason,  realizing  that  you  still  favor  local  autonomy,  do 
3'ou  think  the  State  should  have  the  authority  in  case  of  a  real  hazard 
or  emergency,  or  something  necessary  to  the  public  health  and  safety 
of  the  citizens  of  the  State,  to  step  in  and  regulate? 

Tarshes:  Well,  as  a  last  resort,  I  can  answer  that  by  saying  yes. 
Becanse  it's  awfully  hard  when  you  make  public  health  and  safety 
the  question  involved,  then  passion  for  home  rule  maybe  becomes  a 


SENATE    INTERIM    COMMITTEE   ON    AVIATION  185 

little  bit  less  iin])()rtfint  than  it  othei-wisc  is.  But,  of  course,  I  think  there 
can  be  intermediate  steps  in  between.  I  don't  think  we  have  to  say  that 
here  the  local  agency  has  an  opportunity  to  act;  it  doesn't  act,  so  the 
State  agency  acts  for  thein,  or  in  spite  of  them.  I  think  that  in  between 
that,  perhaps  should  come  some  guidance  from  the  State  as  to  what 
they  should  do,  and  an  attempt  by  the  State  to  say,  well  now  you  're  not 
doing  this,  this  is  a  problem  of  health  and  safety  that's  being  created, 
and  this  is  what  you  should  do  to  correct  the  situation.  I  would  rather 
see  that  type  of  an  approach,  at  least  as  an  interim  thing,  tried  before 
the  State  comes  in  in  an  authoritative  manner  and  says,  this  is  what 
you  're  going  to  do. 

Murphy:  Of  course,  this  problem  wouldn't  exist  or  be  created  if 
there  was  proper  planning  and  adequate  zoning  ordinances  in  exist- 
ence by  local  governments. 

Tarshes:  That's  right.  Well,  at  least,  I  guess  that's  partly  right.  Just 
the  adoption  of  an  ordinance,  although  that's  an  essential  thing,  doesn't 
assure  the  administration  of  the  ordinance,  but  I  guess  you  included  in 
your  statement  proper  planning  and  proper  administration  of  the  or- 
dinance. 

Teale :  I  'd  like  to  ask  you  a  question.  As  an  expert  on  local  govern- 
ment do  you  think  that  if  the  State  had  a  stick  to  prod  local  govern- 
ment along,  they  might  be  more  active? 

Tarshes :  I  'm  too  close  to  home  to  be  an  expert  on  anything.  Senator, 
but— 

Teale :  Well,  as  a  man  with  experience  in  local  government. 

Tarshes :  If  the  State  had  a  stick  to  prod  local  governments  v^ith  ? 
Well,  you  know  sometimes,  of  course,  time  is  a  critical  thing — 

Teale :  Ijet  me  say  it  this  way.  In  other  words,  if  the  local  agencies 
Avere  faced  with  the  alternative  of  either  doing  or  taking  action  them- 
selves, or  relinquishing  that  right  to  the  State,  do  you  think  the  local 
government  would  be  more  apt  to  exercise  their  right  to  zone  and  pro- 
tect? 

Tarshes :  Well,  you  've  got  me  in  a  trap,  because  I  've  got  to  answer 
your  question  yes,  I  think  they  would  be  more  likely,  because  there's 
a  natural  antipathy  I  think  toward  having  the  State  come  in  and  tell 
us  what  to  do  locally.  But  that  doesn't  mean  that  I  think  the  State 
should  always  have  that  authority,  and  I'm  not  just  saying  this  be- 
cause I'm  a  loyal  supporter  of  local  government,  but  I  think  that  the 
fact  that  an  agency  has  the  authority  to  do  something  doesn't  always 
mean  that  it  can  get  it  done  effectively,  and  this  is  true  I  think  whether 
it's  the  State  or  the  local  agency.  Very  often  there's  a  reason  why  we 
can't  get  something  done  at  a  local  level,  even  though  we  have  the 
authority  to  do  it,  because  the  time  doesn't  seem  right,  the  people 
aren't  ready  to  have  it  done.  This  is  one  of  the  main  things,  people 
don't  know  enough  about  tlie  problem,  they  don't  care  enough  about  the 
problem,  or  they  think  that  other  problems  are  much  more  important. 
Now  if  the  State  has  the  authority  to  do  the  same  thing  that  the  local 
agencies  fail  to  do,  because  timing  wasn't  right,  the  State  can't  alwaj's 
do  it  either,  or  if  they  can  do  it,  it  may  be  that  the  people  in  the  State 
agency  may  not  be  as  sensitive  to  local  opinion  as  the  people  in  the 
local  agency.  I  think  that  sometimes  it's  conceivable,  certainly.  I  may 
be  looking  a  long  way,  scraping  the  bottom  of  the  barrel  for  arguments, 
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but  it's  certainly  conceivable  that  when  an  area  is  not  ready  for  some- 
tliiiij:-  to  be  done,  and  this  may  be  something  related  to  the  subject  we're 
talking  about  here,  or  because  your  question  is  general,  to  many  other 
subjects,  if  the  action  does  not  have  the  support  of  the  people  in  the 
area,  then  it's  very  likely  that  it  can't  ho  done  effectively  Avliether  by 
the  State  or  local  people. 

Teale:  I  would  like  to  introduce  Senator  Farr,  who  just  came  in. 
Senator  Farr,  from  IMonterey  County,  Glad  to  have  you  with  us. 

Teale:  Now  this  could  apply  to  many  other  things  besides  zoning, 
but  do  you  think  that  sometimes  by  the  time  the  people  are  ready 
that  your  optimum  time  for  touching  the  problem  is  gone? 

Tarshes:  Yes.  I  think  that's  definitely  so.  and  this  is  true  in  a  whole 
variety  of  things,  but  perhaps  particularly  on  the  zoning  problem,  be- 
cause once  an  area  is  developed,  it's  pretty  liard  to  undevclop  it.  and 
T  don't  know  what  the  answer  to  that  one  is.  Senator,  other  tlian  to 
make  people  wiser  than  they  arc. 

Bryson  :  AVe  would  like  a  coi)y  of  your  i-cpoi-l  foi-  llic  comniiltce  fdes 
when  it  is  prepared. 

Teale:  Thank  you  very  murh  .Mr.  Tarshes,  for  taking  tlie  time  to 
come  down  here. 

According  to  the  agenda,  Mr.  Fraser  is  next,  but  I'm  going  to  eall 
on  Mr.  Carpenter,  as  he  has  to  leave.  Mr.  Carpenter. 

Carpenter :  Mr.  Chairman,  and  members  of  the  committee,  my  name 
is  Richard  Carpenter,  and  I'm  representing  the  League  of  California 
Cities.  I  appreciate  the  opportunity  to  appear  early  and  I  apologize 
to  those  who  should  have  preceded  me.  I'll  attempt  to  make  my  state- 
ment as  brief  as  possible,  so  as  not  to  interfere  with  your  scheduled 
hearing. 

(Mr.  Carpenter  advised  the  committee  that  out  of  (il  (luestionnaires 
sent  to  the  airport-owning  cities  not  one  reported  a  problem  in  regard 
to  airport  zoning  requiring  legislation  at  state  level. 

Mr.  Carpenter  referred  to  the  airport  zoning  conference  held  by  the 
Institute  of  Ti'ansj^ortatiou  and  Traffic  Engineering  \n  195(5  and  cileil 
oi)inions  rendered  by  county  counsels  and  port  authorities.) 

You  remember  that  Sydney  Goldstein,  the  General  Counsel  for  the 
Port  of  New  York  Authority,  and  Harold  Kennedy,  the  County  Counsel 
of  Los  Angeles  County,  Kerwin  Rooney,  llie  Attorney  for  the  Oakland 
Port  Authoi'ity.  gave  the  overall  jucture.  the  county  viewpoint,  and  the 
munici])al  viewpoint  as  to  airport  zoning  problems  and  how  a  city  could 
legally  through  the  exercise  of  police  power  protect  its  airport  ap- 
proaches currently  and  in  the  future.  There  was  some  reasoiuible  doubt 
i  think  after  the  completion  of  that  con  Terence,  as  to  the  validity  of 
zoning  ordinances  in  .some  eases,  not  in  all  cases.  Hut  unlike  the  normal 
exercise  of  the  police  power,  zoning  generally,  where  \'ou  deline  and 
describe  specific  land  uses,  aiul  then  no  mattei-  who  owns  that  land, 
wliy  it's  for  llie  benefit  of  the  people  generally,  here  you  were  attem]it- 
ing  l)v  the  exercise  of  the  jiolice  j)ower  to  restrict  a  use  of  land  for 
certain  sjiecific  jjortions  of  tlie  genei-al  ]iublic,  and  )U)t  the  entire  gen- 
eral public.  So  that  while  ^Mr.  Keniu^dy  came  to  the  conclusion  that 
the  act  now  on  oui-  books  was  valid  ami  could  be  sustained,  and  pre- 
sented an  excellent  paper  to,  I  think,  uphold  that  viewpoint,  neverthe- 
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less  both  he  and  the  othei-  two  yeiith'iiu'ii  came  to  the  coiielusioii  that 
there  was  some  reasonable  doubt. 

Mostly  as  to  your  major  airports,  they  are  owned  and  operated  by 
municipal  <>overnments.  If  any  one  of  these  air]iorts,  where  they  have 
a  tremendous  investment  of  many  millions  of  dollars,  is  to  be  i)ro- 
teeted,  T  don't  think  that  they  can  be  wholly  satisfied  witli  airport  zon- 
ing as  the  answer  to  their  (jnestion.  Because  if  they  use  just  airport 
zoning,  and  continue  to  make  the  investments  tluit  tiiey  have  made,  and 
that's  the  only  step  that  thej'  have  taken  to  protect  that  investment, 
they  may  find  subsequently  in  the  absence  of  any  precedent,  a  Rupreme 
Court  decision  by  this  or  other  states  or  by  the  United  States  Supreme 
Court  that  would  say,  Xo,  you've  g'ot  to  compensate  the  owner  where 
you're  taking  or  damaging  his  property  and  this  is  not  a  proper  exer- 
cise of  police  power. 

This  gets  back  then  to  what  I  think  is  really  the  meat  of  tlie  problem, 
not  only  on  this  one,  but  on  anything  else  in  connection  with  airports, 
and  that  is  at  least  to  our  way  of  thinking  where  do  you  get  the  money 
to  make  the  investments  necessary  to  acquire  the  property  or  the  air 
easements  necessary  to  protect  your  airport  approaches. 

As  you  know,  the  current  administration,  I  think,  has  evidenced  its 
vieAvpoint  as  to  federal  responsibility  with  the  veto  of  the  act  that  was 
passed  so  substantially  by  Congress,  so  that  there  isn't  much  to  look 
forward  to  there,  as  far  as  additional  assistance  is  concerned  in  acquir- 
ing these  rights  of  way. 

At  a  meeting  last  week  of  the  United  States  Conference  of  Mayors, 
James  T.  Pyle,  Administrator  of  the  C.  A.  A.,  made  this  statement, 
and  I  Avould  like  to  read  it  into  the  record,  because  I  think  it  indicates 
the  viewpoint  of  the  current  administration  with  respect  to  this  prob- 
lem of  where  are  you  going  to  get  the  financing  to  acciuire  these  very 
expensive  properties  or  air  easements  to  protect  your  airports.  He  says, 
and  I  quote,  "The  primary  responsibility  for  constructing,  maintain- 
ing and  operating  airports  has  always  rested  with  the  local  govern- 
ments. The  Federal  Government's  position  was  re-emphasized  again 
only  a  year  and  a  half  ago  in  Ted  Curtis'  report  to  the  effect  that 
we  must  anticipate  an  eventual  curtailment  of  direct  financial  aid  to 
airports.  This  is  consistent  with  tlie  progress  in  the  direction  of  local 
self-sufficiency. 

"Just  last  week,  the  President  disapproved  legislation  proposing  a 
four-year  extension  of  the  federal  airport  aid  program,  calling  for 
an  increase  in  federal  contributions. 

"The  President  stated  that  'Aviation  generally  has  achieved  a  state 
of  maturity  in  which  the  users  should  be  expected  to  ipay  an  increasing 
share  of  the  airport  costs.'  He  went  on  to  say  that  the  Administration 
will  recommend,  at  the  next  session  of  Congress  in  January,  a  transi- 
tional program  to  provide  aid  for  the  construction  of  urgent  airport 
projects  that  are  essential  to  an  adequate  national  aviation  facilities 
system.  At  this  time  it  is  not  possible  to  say  what  that  program  will 
contain." 

It  appears  to  us  that  if  there  is  an  airport  approach  protection  prob- 
lem, if  you  have  a  substantial  investment  to  protect,  that  you  cannot 
completely  rely  on  the  police  power  and  airport  zoning  for  that  protec- 
tion. You're  going  to  need,  I  think,  to  acquire  property  rights  and  to 
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do  that  is  ffoui<x  to  cost  a  substantial  sum  of  money.  It  appears  to  us, 
as  Ave  have  stated  time  and  time  again,  that  there  is  not  too  much 
(lifferenee  between  the  construction  of  a  national  system  of  airports 
ami  feeder  airports  than  there  is  from  a  national  system  of  highways 
and  state  highway  systems  and  that  the  users  of  those  are  going  to 
have  to  pay  just  as  they  are  going  to  have  to  pay  in  connection  with 
the  highway  construction  program. 

In  that  respect  the  Federal  Government  has  during  the  last  10  years 
increasingly  recognized  its  responsibility  in  the  highway  field.  They 
have  appropriated  an  enormous  amoimt  of  money,  tliey  have  raised 
taxes  to  make  those  appropriations  possible,  and  those  taxes  are  paid 
by  highway  u.sers.  We  feel  that  with  respect  to  a  national  system  of 
airports  there  is  a  national  responsibility  and  that  the  Federal  Govern- 
ment should  recognize  that,  continue  to  recognize  it.  While  they  say 
tiiat  they  have  spent  (piite  a  lot  on  local  airports  I  believe  that  the 
figures  will  show  that  half  of  the  amount  that  the  Federal  Government 
has  spent  has  been  for  administrative  costs,  the  Civil  Aeronautics 
Administration  and  other  administration,  I'ather  than  construction  as 
it  has  been  in  connection  with  highways. 

In  addition  I  believe  that  it's  time  that  the  State  of  California  rec- 
ognizes its  responsibility  in  this  field,  as  I  know  that  some  of  the  mem- 
bers of  this  committee  have  attempted  to  have  the  State  recognize  this 
responsibility.  It  has  not  yet,  so  that  your  major  investment  so  far 
has  been  with  local  government,  and  I  think  initil  there  is  some  other 
contribution  you  won't  an.swer  all  of  the  in-oblems  that  are  confronting 
you  on  the  airport  zoning. 

I  think,  in  general,  Mr.  Chairman,  that  is  about  the  ground  I  want 
to  cover. 

Teale :  In  other  words,  you  feel  that  llicie  is  nothing  wrong  with 
the  patient  that  money  won't  cure. 

Carpenter  :  In  the  main,  I  think  that  that  is  sound  planning. 

Murphy :  Mr.  Carpenter,  are  you  familiar  with  Senate  Bill  No.  649, 
which  was  introduced  in  the  1957  Session  of  the  Legislature? 

Carpenter:  No,  I  don't  believe  I  am.  I  haven't  reviewed  it. 

Murphy :  It  would  have  enacted  an  airport  approach  zoning  law. 

Carpenter :  I  recall  generally.  Does  that  lead  to  the  question  that  you 
asked  Mr.  Tarshes  with  respect  to  whether  or  not  there  should  be  some 
State  standby  act  in  case  the  local  govei-nment  failed  to  act? 

Murphy:  To  a  degree.  The  authoi-ity  was  still  left  with  the  local 
government.  The  bill  provided  that — let  me  find  the  Section  here.  It 
starts  out  that  the  department  or  commission  shall  formulate,  adopt 
and  revise,  when  necessary,  an  airport  approach  plan  for  each  publicly 
owned  airport  in  the  State.  Each  such  plan  shall  indicate  the  circum- 
stances, and  then  it  was  up  to  the  local  governments  to  regulate  and 
|)lan  according  to  the  plan  set  forth  by  the  department  or  connnission 
as  the  case  might  be,  and  further  on  in  Section  21815.  Public  Utilities 
Code,  it  stales,  "In  each  case  when  an  airport  hazard  area  exists  in 
connection  with  an  airport,  until  the  political  subdivision,  acting  luuler 
l)revious  .sections,  adopts,  administers  and  enforces  airport  zoning  regu- 
lations for  such  airport  hazard  area  which  the  department  determines  to 
be  ade(|uate  for  the  purposes  of  this  part,  the  department,  on  behalf  of 
this  Stale,  may  ado])t,  administer,  and  enforce,  under  the  police  power 
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and  in  the  manner  and  upon  the  conditions  hereinafter  prescribed,  air- 
port zoning  regulations  for  such  airport  hazard  area,  which  regulations 
may  divide  such  area  into  zones,  and,  within  such  zones,  specify  the 
land  uses  permitted  and  regulate  and  restrict  the  height  to  which  struc- 
tures and  trees  may  be  erected  or  allowed  to  grow." 

Carpenter:  Well,  it  a])pears  to  me  that  such  a  hill  might  be  neces- 
sary. Most  municipally  owned  airports,  or  a  great  number  of  them,  are 
located,  for  example,  in  unincorporated  territory.  It's  impossible  for 
the  municipality  owning  that  airport  to  do  its  own  airport  approach 
protection  zoning  because  they  liave  no  police  power  in  the  unincorpo- 
rated territory.  It  would  be  necessary  then  for  co-operative  action  be- 
tween th.e  counties  and  cities  and,  in  many  cases,  we  can  show  you 
several  thousand  cases  of  co-operation,  but  assuming  that  there  was  no 
co-operation  and  that  the  county  would  not  act  to  protect  that  munici- 
pal airport,  then  I  believe  such  a  statute  would  be  desirable. 

By  the  same  token,  you  may  have  a  privately  owned  airport  located 
within  the  boundaries  of  a  city,  where  a  city  failed  to  act.  Under  the 
same  circumstances,  I  think  some  kind  of  action  should  be  ta.ken,  it 
this  is  an  airport  that  is  essential  for  an  airport  system  in  California, 
and  for  flying  and  is  a  part  of  a  statewide  and  a  local  plan,  then  I 
think  it  should  have  the  same  protection  whether  it  is  privately  owned 
or  publicly  owned. 

Murphy :  There  was  one  other  section,  relating  to  jurisdiction  if  the 
airport  was  situated,  say  in  the  City  of  Torrance,  but  then  would  go 
over  to  the  City  of  Lomita,  the  City  of  Torrance  would  have  jurisdic- 
tion or  power  to  go  two  miles  beyond  its  territorial  limits  for  protection 
of  that  particular  airport  and  a  joint  board  between  the  two  munici- 
palities would  act,  would  your  organization  favor 

Carpenter:  Yes,  we  would  be  in  support  of  that.  We  supported  other 
legislation  that  would  give  cities  equal  planning  and  zoning  subdivision 
control  regulations  outside  of  municipal  boundaries  where  it's  in  the 
path  of  their  normal  growth.  This  is  the  same  kind  of  thing. 
Teale :  Thank  you  very  much. 

Mr.  Earl  Fraser,  Director  of  Planning  Commission,  Sacramento 
County. 

Fraser:  I  am  Earl  D.  Fraser,  County  Planning  Director  of  Sacra- 
mento County.  I  would  like  to  bring  to  the  committee  some  of  the  work 
that  we  are  doing  on  our  airports  environ  study.  The  maps  we  have 
here  today  we  could  have  duplicated  if  the  committee  wishes  for  their 
files.  We  do  not  have  copies  available  at  the  present  time.  If  you  would 
indicate  if  there  are  any  you  would  like,  we  can  prepare  them  for  you. 
When  we  started  our  airport  environ  study  we  didn't  have  any 
knowledge  of  the  scope  of  the  project  we  were  getting  into.  We  thought 
that  we  had  two  federal,  two  municipal  airports,  and  a  few  commercial 
airports.  As  it  ended  up,  \ve  found  50  airports  in  the  county.  Forty  of 
them  are  active.  And  the  problem  was  much  greater  in  scope  than  we 
had  any  conception  it  was  going  to  be.  Of  course,  many  of  these  are 
just  private  landing  strips,  some  of  them  only  in  seasonal  use  by  crop 
dusters,  but  we  consider  for  the  purpose  of  our  study,  any  time  a  plane 
comes  down  to  land  without  an  emergency  or  forced  landing,  it's  an 
intentional  landing  at  that  particular  spot. 
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(;\Ir.  Fraser  gave  a  complete  detailed  report  ineluding  maps  and 
charts  showing  location  of  airports  in  Sacramento  County  plus  the  area 
of  influence.) 

Fan-:  Do  you  lliink  the  State  could  be  of  any  help  in  this  prol)lem? 

Fraser:  1  believe  that  the  State  could  do  sometliing  similar  to  what 
the  State  of  ^Michigan  has  done  in  lending  assistance  to  the  local  munici- 
palities in  the  State  to  work  out  the  geometry  of  the  airport  zoning 
regulations  for  the  local  areas.  Then,  of  course,  normally  it  would  be 
up  to  the  local  group  whether  it  was  the  city  or  county  to  adopt  them. 
But  it  isn't  all  local  city  planning  offices  where  you  would  find  the 
necessary  skill  to  do  the  geometr}^  on  it. 

Farr:  Perhaps  the  State  Planning  Act  recpiiring  that  each  county 
prepare  a  master  plan  should  be  amended  to  say  that  where  there  are 
airports  in  the  county,  that  tliey  should  locate  the  airports  and  also, 
with  particular  respect  to  municipal  airports,  work  out  the  geometry 
as  to  height  limitations,  and  then  present  it  to  their  county  planning 
commission  to  enact  an  ordinance  to  provide  the  proper  zoning. 

Fraser :  I  Avouldn't  want  to  say  whether  there  should  be  a  mandatory 
re(juirement  in  State  law  or  not.  It's  ]iermitted  under  the  state  law  at 
the  present  time,  and  I  think  it  would  bo  one  of  those  things,  that  if 
the  state  office  of  local  planning  were  amply  staff(Ml  they  would  try  to 
promote  whatever  is  needed. 

Teale :  Under  what  authority  do  you  zone  ?  Do  you  have  a  local  zon- 
ing ordinance? 

Fraser:  Yes. 

Teale :  For  the  county? 

Fraser :  That's  right. 

Teale  :  Do  you  work  jointly  with  the  city  ? 

Fraser:  The  zoning  ordinance  for  the  Sacramento  Municij)al  Airport 
was  adopted  before  I  was  employed  by  the  county,  and  I  understand 
that  it  was  adopted  both  by  the  city  and  the  county. 

Teale :  If  my  memory  is  right,  the  Sacramento  Municipal  Airport  lies 
both  within  the  city  and  county  jurisdiction,  doesn't  it? 

Fraser:  At  the  time,  I  think  it  did.  It's  entirely  within  the  city 
limils  now,  but  not  all  of  the  airport  approach  and  turning  zones  are 
within  the  city  limits,  and  of  course,  unless  you  are  able  to  iiu'lude 
all  of  your  hazard  area,  adopting  an  ordinance  just  up  to  the  city  limits 
wouldn't  be  effective. 

Teale:  Now,  if  you  adopt  a  height  limitation,  wnthin  the  sphere  of 
influence  that  you  exercise,  what  means  of  enforcement  do  you  have? 

Fraser:  Our  building  inspector's  department  is  the  enforcement 
agency  for  all  of  our  zoning  regulations.  It  wouldn't  matter  whether 
they  wci-e  land  use  or  airport  height  regulations. 

Teale:  Well,  what  do  you  do  when  you  get  a  fellow  that  gets  out  of 
line?  Or,  have  you  had  that  experience? 

Fraser:  I  don't  believe  we've  had  any  particular  difficulty  on  height 
regulations  in  our  county.  Our  basic  height  limitation  is  around  40 
feet,  and  it's  only  in  a  few  zones  we  can  build  more  than  three-story 
buildings  any  place  in  the  county. 

Bryson :  In  your  plan  has  your  planning  commission  taken  into  con- 
sideration these  so-called  commercial  private  fields,  like  zoning  the 
residential,  etc.? 
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Fraser:  We  are  starting:  to  ji'ct  a  problem  around  Phoenix  Field 
right  now.  Yon  have  pressures  both  ways.  We  approved  a  subdivision 
on  the  west  side  of  Phoenix  Field  which  was  so  designed  that  they 
could  taxi  in  from  the  fiekl  into  their  own  hangar  on  their  own  ground. 
They  wanted  a  subdivision,  so  where  the  people  who  had  planes  could 
land  in  the  field  to  service  the  planes  themselves  in  their  own  lots.  So 
in  this  case,  it  was  most  desirable  to  have  the  houses  come  right  up 
to  the  field  boundary. 

Bryson :  You  zoned  that  area  residential,  and  the  others  areas  com- 
mercial, or  heavy  industrial,  at  the  other  end?  It's  a  single  strip  field? 

Fraser:  Yes,  this  is  a  single  strip  field.  I  don't  have  the  zoning  map 
for  the  area,  but  I  believe  that  it  is  in  an  agricultural  zone,  which 
does  not  prohibit  development  for  dwellings.  The  Mather  and  McClel- 
lan  Field  areas  are  mostly  in  industrial  and  commercial  zones.  The 
problem  is  where  to  draw  the  boundary  line  between  these  land  use 
zones.  When  you're  outside  of  the  field  property  itself,  there  is  a 
limited  amount  of  effective  demand  for  industrial  development  and 
we  have  industrial  areas  by  the  square  mile  available  in  the  county. 

Bryson :  So  in  a  sense  you  have  protected  that  field  ? 

Fraser :  No,  I  would  not  say  so.  They  are  subject  to  having  buildings 
built  up  to  40-foot  height  limit  at  both  ends  of  the  field  which  would 
cut  down  the  effective  length  of  the  runway  at  least  in  half. 

Bryson :  Your  residential  can  go  up  to  40  feet  ? 

Fraser:  That's  right.  Phoenix  Field  is  a  perfect  example  of  our 
problem.  It  is  a  very  desirable  private  commercial  field.  It's  part  of 
our  airport  system,  or  system  of  airports.  Should  we  protect  it,  how 
can  we  lend  public  height  regulations  to  the  field,  when  there  is  no 
requirement  that  the  field  continue  in  existence  tomorrow? 

Teale:  What's  your  suggestion? 

Fraser:  Well,  if  Phoenix  Field,  Sacramento  Sky  Ranch  and  others 
had  to  haA^e  a  public  review  before  the  Public  Utilities  Commission 
or  any  other  public  regulatory  agency  before  they  could  discontinue 
their  service,  then  I  think  we'd  be  justified  in  putting  airport  zoning 
protection  around  them.  But,  at  the  present  time  they  can  discontinue 
service  at  their  option. 

Teale :  Thank  you  very  much,  Mr.  Fraser.  We  would  appreciate 
having  copies  of  those  maps  that  you  showed  us,  if  you  can  do  it  within 
a  reasonable  cost. 

Fraser :  We  can  probably  reproduce  and  give  you  all  except  the  map 
that  showed  the  detailed  land  uses. 

Farr :  I  see  we  have  in  the  audience  Mayor  Dan  Searle  of  Monterey, 
Mayor  Joe  Cota  of  Seaside,  Fred  Kane,  Manager  of  the  Monterey  Air- 
port, and  Alton  Walker,  Director  of  the  Monterey  District  Airport. 
Mr.  Chairman,  I  wonder  if  we  might  see  if  any  of  them  would  like  to 
comment.  Mr.  Kane? 

Kane:  My  name  is  Fred  Kane,  Manager  of  the  Monterey  Peninsula 
District  Airport. 

Our  problem  is  slightly  different.  We  started  out  with  an  airport 
in  an  unincorporated  area  with  a  county  zoning  ordinance  enacted  in 
1941  which  seemed  adequate.  Since  then  the  cities  of  Del  Rey  Oaks 
and  Monterey  have  practically  surrounded  the  airport  and  that  nulli- 
fies the  county  zoning  ordinance  I  believe,  and  therefore  we  have  no 
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zoning  ordinance  now.  It's  up  to  the  cities  of  Del  Rev  Oaks  and  Monte- 
rey to  enact  some  sort  of  zoiiiny  ordinance.  Due  to  the  fact  that  they 
have  very  recently  ac([nired  land  around  the  airport  as  part  of  the 
city  limits,  we  haven't  as  yet  re(iuestcd  the  cities  foi-  a  liuildins;  ordi- 
nance, which  we  will.  I  hope  we  have  good  luck,  but  it  sccius  to  me 
that  if  the  State  could  pass  a  laAv  that  would  sort  of  help  out  airports, 
that  are  surrounded  by  cities,  more  than  one  perhaps,  it  would  be  of 
benefit  to  the  airport. 

Teale :  Do  yon  feel  that  your  urban  development  there  may  proceed 
fa.st  enoug:h  that  it  will  become  a  problem? 

Kane:  It's  already  a  problem  on  certain  approaches,  antennas  and 
height  limitations,  due  to  our  terrain  there  are  places  where  a  20-foot 
antenna  could  very  well  be  wnthin  our  glide  slope,  because  of  the  rising 
terrain.  That  creates  a  problem. 

Teale:  Have  you,  as  a  district,  taken  any  steps  to  acquire  property 
out  there  to  protect  yourself,  or  is  it  within  your  financial  ability  to 
do  so? 

Kane:  "We  have  taken  some  steps.  We  recently  acquired  some  60 
acres  on  the  end  of  our  instrument  runway,  and  tliis  particular  prob- 
lem we  have  with  Del  Re}'  Oaks  is  not  on  our  instrument  runway,  it's 
on  another  runway  which  we  use  in  a  cross  wind.  We  have  acquired 
all  the  property  in  our  clear  zones  that  it  is  possible  to  acquire.  The 
Nav3'  owns  some  which  it  will  not  release,  some  belongs  to  the  agricul- 
tural district,  fair  board,  and  other  parts  of  it  are  too  expensive  to 
acquire. 

Teale :  Do  your  Navy  property  and  your  fair  board  property  present 
any  particular  problems,  or  will  they  serve  as  a  buffer? 

Kane :  The  Navy  at  the  present  time  have  indicated  they  will  not 
build  anj'thing  in  the  clear  zone  that  would  interfere  with  our  opera- 
tion. However,  we  do  have  a  problem.  We're  trying  to  get  an  easement 
in  our  clear  zone  for  an  approach  lighting  system,  wnth  both  the  Nav}' 
and  fair  board.  To  date  we  haven't  received  permission.  We  hope  to 
get  it. 

Teale:  Noav  on  the  property  that's  too  expensive  for  you  to  accjuire, 
is  there  a  problem  there,  a  potential  problem? 

Kane:  Not  from  the  standpoint  of  CAA  because  the  terrain  drops 
off  in  this  expensive  property,  which  lui])pens  to  be  an  expensive 
restaurant,  Cademartori's,  in  line  with  our  ruuAvay.  It  is  50  feet  below 
the  elevation  of  the  runway,  and  I  understand  that  it  is  possible  to 
get  an  exemption  for  property  that's  below  50  feet  from  your  runway 
elevation. 

Teale :  Is  there  a  potential  problem  from  the  standpoint  of  a  nui- 
sance ? 

Kane :  Yes,  there  always  is  from  noise. 

Farr:  Have  you  had  a  chance  to  check  with  the  State  Division  of 
Highways?  There's  going  to  be  a  cloverleai',  as  I  understand  it,  taking 
off  somewhere  around  tlie  area  of  Cademartori's.  Will  that  cloverleaf 
and  any  lights  they  might  have  on  it  in  anj'  way  be  a  possible  hazard 
to  you? 

Kane:  No,  that's  all  below  the  elevation  of  the  rnnwjiy.  In  fact  the 
larger  the  area  that  the  State  ac(|uired  down  there,  the  less  trouble  we'll 
have  for  our  approach  zones. 
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Farr :  IIow  long  is  your  runway  ? 
Kane :  Our  paved  portion  is  5,000  feet. 
Farr:  Instrument  landing? 

Kane:  ILS  system,  yes.  That's  why  we  must  have  the  approach 
lighting  system,  to  complement  the  instrument  landing  system. 

Bryson:  As  an  airport  district,  isn't  it  within  your  jurisdiction  to 
control  your  own  zoning? 

Kane :  No,  according  to  our  counsel,  we  have  police  powers  only  on 
the  airport  itself,  not  in  the  district,  so  therefore  it's  up  to  us  to  go 
to  the  county  or  the  municipalities  involved  to  get  zoning. 

Farr:  Your  district  includes  all  the  five  cities,  on  the  Monterey 
Peninsula  ? 

Kane :  Yes,  it  includes  Monterey,  Pacific  Grove,  Carniel,  Seaside,  Del 
Key  Oaks. 

Parr:  I  might  say  that  all  three  of  our  mayors  down  there  are  all 
pilots,  have  their  own  planes,  the  three  of  them  here  today. 

Teale :  Thank  you  very  much.  Mr.  Walker,  do  you  have  any  com- 
ments ? 

Walker:  Thank  j^ou,  I'm  just  observing. 
Teale:  Mayor  Dan  ISearle? 

Searle :  No,  I  'm  just  here  as  an  observer  too.  We  would  like  to  see 
that  San  Simeon  Airport  opened  up. 

Teale :  How  are  you  fellows  doing  on  your  zoning  ordinance  ? 
Searle:  Well,  we're  coming  along  fairly  well.  We're  working  on  a 
master  plan  deal  with  the  Navy  now,  and  I  think  possibly  within  the 
next  12  to  16  months  we'll  have  something  pretty  thorough  in  the  way 
of  a  master  plan,  along  with  the  Beaches  and  Parks  Commission  on 
our  beach  area. 

Teale:  Mayor  Cota  of  Seaside. 

Cota:  I'm  only  here  as  an  interested  observer,  too.  I  go  along  with 
Dan  Searle  that  San  Simeon  airport  would  relieve  our  traffic  at  Mon- 
terey Airport.  However,  according  to  information  I  've  received  you  're 
going  to  also  have  another  meeting  in  Monterey  in  the  near  future. 
Farr :  We  hope  to  have  this  committee,  if  we  don 't  run  out  of  time, 
and  we're  going  to  extend  an  invitation  to  the  Aeronautics  Commis- 
sion to  meet  down  there  in  November  along  with  the  Beaches  and  Parks 
Commission. 

Teale :  Lt.  Colonel  Fowles,  McClellan  Air  Force  Base. 
(Colonel  Fowles  stated  that  the  zoning  problems  at  McClellan  Air- 
force  Base  had  been  numerous  and  varied,  however  up  to  the  present 
time  they  have  been  able  to  resolve  the  situation  on  a  satisfactory  basis 
in  most  instances.  Colonel  Fowles  presented  maps  and  diagrams  showing 
the  active  runways  and  approach  zones  together  with  a  brief  outline  of 
zoning  problems  encountered  by  McClellan  Air  Force  Base.) 

Teale:  The  10  year  period  has  seen  some  considerable  changes  in  air- 
craft and  operational  characteristics? 
Fowles :  Yes  sir,  tremendous  changes. 

Teale :  And  it 's  hard  to  anticipate  what  the  changes  will  be  in  the 
next  10  or  15  years  ? 
Fowles :  That  is  correct. 

Teale :  So  then  we  should  probably  in  any  steps  we  take,  incorporate 
a  great  deal  of  flexibility. 

7— L-4764 


194  FINAL   REPORT 

Fowies:  I  believe  so.  We  just  don't  know  wluit  there'll  be.  If  we 
could  convert  everything  to  this  verti-jet  type  of  operalioii,  we'd  be 
in  good  shape.  Unfortunately,  we  can't. 

liryson :  Colonel  Fowles,  your  department  showed  a  great  deal  of  in- 
terest in  proposed  SB-6-19,  and  submitted  corrections  and  suggestions 
along  with  the  correspondence  on  it.  Uo  you  feel  that  this  bill  would 
assi.st  ]\lcClellan  Air  Force  Base  in  your  zoning  problems"? 

Fowles:  Let's  put  it  this  way.  AlcClellan's  problems  are  pretty  Avell 
handled.  There  are  certain  future  aspects  of  this  bill  that,  if  our  sug- 
gestions were  included,  could  assist  us,  such  as  the  flexibility  such  as 
Senator  Teale  mentioned.  We  would  like  to  see  zoning  other  than  just 
the  use  of  the  land,  but  the  use  of  the  air,  such  as  smog  and  fog,  in- 
dustrial waste  products  around  airi)orts,  smoke,  hazards,  such  as  tliat, 
also  encompassed  in  tiiis  zoning  legislation  once  it's  considered. 

Our  original  zoning  out  there  started  in  1950  with  the  height  re- 
strictions of  45  feet  on  the  southwest  side  of  our  base,  then  52  on  the 
northeast  side,  and  5(3  on  the  other  iiortions.  In  1952  the  Mather  zoning 
ordinance  was  enacted,  the  county  ordinance.  Mather's  problem  has 
always  been  dilt'erent  from  ours.  They  have  been  a  training  base,  and 
don't  have  the  tremendous  civilian  population  we  have.  They  don't 
have  to  hou.se  these  thousands  of  civilians  in  the  area.  They're  militarx', 
primarily  military.  AVe're  primarily  cix'ilian.  They  outnumber  our 
military  approximatel}^  four  to  one. 

Teale :  Any  further  questions  ?  Colonel  Fowles,  I  know  our  agenda 
calls  for  adjournment  at  11  o'clock.  Will  we  have  time  to  hear  from 
Mr.  DeSilva? 

Fowles :  I  believe  so,  sir. 

Teale:  Thank  you  very  much.  Mr.  DeSilva. 

DeSilva:  I\ly  title  is  Director  of  Airports  for  the  City  of  Los  Angeles. 

I  have  very  little  to  offer  to  the  committee.  We  have  a  legal  depart- 
ment, the  city  attorney's  office,  and  they  informed  me  that  in  their 
opinion  there  are  adequate  statutes  within  the  State  if  there  is  a  co- 
operative attitude  betw-een  the  various  political  subdivisions  to  effect 
necessary  height  limitation  ordinances  as  far  as  airport  protection  is 
concerned.  I  mean,  we're  all  familiar  T  believe  with  the  joint  sanita- 
tion districts  that  exist,  where  one  political  subdivision  is  given  juris- 
diction, and  according  to  our  city  attorney's  office,  that  can  be  con- 
tinued in  to  the  joint  jurisdictions  insofar  as  regulation  of  height  of 
structures  around  an  airport. 

In  the  case  of  L.  A.  International  Airport  we  have  not  done  that 
to  date.  We  have  joined  the  other  political  subdivisions,  namely  El 
Segundo  on  the  .south,  and  a  portion  of  county  territory  a  half  a  mile 
east  of  the  boundaries  of  the  city,  and  the  boundaries  of  the  airport. 
We  have  had  the  co-operation  of  the  county  to  date,  for  any  structures 
that  might  affect  us. 

You  will  recall  to  the  east  coming  in  over  the  Lennox  area  as  the 
approach  turns  to  the  runway,  recently  there  was  a  proposal  to  build 
a  hotel  on  the  edge  of  that,  within  the  county  area,  just  to  the  north 
of  the  exact  flight  path,  and  it  called  for  a  zone  change.  We  advised 
the  county  of  our  position  and  that  we  hoped  that  they  would  see  their 
way  clear  not  to  permit  any  structures  to  be  erected  in  the  area  that 
would  become  a  navigational  hazard,  and  they  were  very  co-operative 
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ill  that  respect.  There  is  nothing,  of  eonrse,  that  requires  them  to  do 
that,  because  we  have  no  joint  ordinance  with  the  county  and  city. 

We  do  have  a  heifjht  limitation  ordinance  insofar  as  International 
Airport  is  concerned.  It's  in  the  process  of  being  revised  now,  taking 
into  account  the  elevations,  whereas  the  original  ordinance  only  speci- 
fied 35  feet  for  the  first  (piarter  of  a  mile,  45  for  the  second  quarter, 
with  the  limiting  height  of  structures  65  and  75  respectively,  without 
regard  to  elevation.  Now  the  atlorne}^  is  taking  that  into  account  and 
preparing  a  new  ordinance. 

I  think  that's  about  all  T  can  add  at  the  moment,  unless  there  is  any 
question : 

Bryson :  Have  you  purchased  clear  zones  at  the  end  of  your  runv/ays  ? 

DeSilva :  Yes,  we  have.  I  '11  put  it  this  way,  we  originally  had  ac- 
quired excess  lands,  excess  properties,  and  they  fell  within  the  clear 
zone,  as  defined  by  the  C.A.A.,  particularly  as  affects  our  instrument 
runway.  We  are  acquiring  some  property  as  a  protective  zone  to  the 
approach  of  a  new  runway  that  we  are  accpiiring,  which  Avill  not  be 
an  instrument  runway. 

Bryson :  You  acquire  the  property  in  full  ? 

DeSilva :  By  deed,  yes.  We  investigated  the  acquisition  of  air  rights 
sometime  ago,  several  years  ago,  when  we  were  acquiring  property  east 
of  our  present  approach  area  to  the  instrument  runway,  and  at  that 
time  it  was  all  vacant  land,  incidentally,  and  the  tentative  appraisal 
was  practically  the  fee  title,  so  we  elected  to  take  the  fee,  rather  than 
air  rights.  I  think  it  was  better  than  90  percent  that  the  right  of  way 
department  estimated  we  would  have  to  pay  for  air  rights  over  the 
property.  There  were  about  133  acres  involved,  so  it  was  a  sizable 
chunk  of  land. 

Teale :  In  the  Los  Angeles  area,  I  imagine,  you  have  the  same  situa- 
tion we  have  here  in  Sacramento,  where  you.  have  a  conflicting  sphere 
of  influence  in  the  various  airports. 

DeSilva :  Yes. 

Teale :  Have  you  noticed  an  increase  in  conflict  due  to  the  operational 
characteristics  of  the  planes  using  the  field,  with  the  advent  of  heli- 
copters and  the  heavier  aircraft? 

DeSilva :  Well,  I  wouldn  't  say  that  we  would,  Senator. 

Teale :  Your  legal  department  feels  that  you  have  adequate  protection 
bv  law  at  present,  if  vou  use  it  ? 
'DeSilva:  Yes. 

Teale :  Do  you  feel  that  there  would  be  any  value  in  an  overriding 
State  ordinance  to  take  care  of  a  situation  w^hich  could  possibly  arise  in 
which  one  of  your  political  subdivisions  absolutely  refused  to  co-operate 
with  you? 

DeSilva:  Yes,  that's  may  own  personal  view.  I  think  that  it  would. 
In  other  words,  if  someone  would  have  a  bigger  club  than  the  local 
people  to  get  action. 

Teale :  And  when  you  're  dealing  with  multiple  subdivisions,  subdivi- 
sions of  government,  you're  apt  to  run  into  that  situation. 

Is  there  in  the  Los  Angeles  basin  area  any  trend  or  action  toward 
comprehensive  planning  by  the  entire  area? 
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DeSilva:  Oiih^  as  spasmodically  undertaken  by  Los  Angeles  Countj^ 
in  co-operation  with  Orange  County. 

Teale:  But  nothing  offieial,  regarding  air  transport? 

DeSilva:  That's  right.  We  have  not  made  any  stndy  ourselves  of  a 
system  of  airports. 

Barnett :  My  name  is  Clyde  P.  Barnett,  Director  of  the  California 
Aeronautics  Connnission. 

Gentlemen,  I  have  been  an  observer  or,  you  might  call,  an  academic 
stud(Mit,  of  the  zoning  problem  around  airports  for  about  20  years, 
and  I  liave  been  actively  participating  for  a  good  10  of  those  years  in 
zoning  ju'oblems.  And  I  think  I  can  honestly  say  to  j^ou  that  I  don't 
know  anything  about  it. 

The  more  you  get  into  this  thing  and  the  more  people  you  talk  to, 
and  the  farther  you  get  into  it,  the  more  confusing  and  the  more  com- 
plicated it  becomes. 

However,  in  all  of  the  time  that  I  have  been  involved  in  airport  zon- 
ing problems  tlie  only  thing  that  I  have  ever  seen  that  impressed  me  at 
all  that  tlie  State  might  do  that  would  be  effective  is  to  handle  a  piece 
of  legislation  based  on  the  concept  and  the  theory  of  inverse  condemna- 
tion. 

(Mr.  Barnett  explained  the  concept  and  the  theory  of  inverse  con- 
demnation and  presented  documents  for  use  by  the  committee.) 

Two  3'ears  ago  your  committee  was  instrumental  in  wrestling  through 
SB-933  which  we  all  know  has  very  many  things  wrong  with  it,  but 
fundamentally  it  simply  states  that  you  can't  build  anything  up  into 
the  Doolittle  zone  from  any  airport.  We  know  that  eventually  this  is 
probably  one  that  we  will  lose,  but  nevertheless  I  report  to  you  now 
that  it  has  been  up  to  now  a  great  success.  We  have  several  airports 
represented  out  here  today  who  have  already  been  the  benefactors  of 
use  of  this,  and  I  think  we  can  point  to  some  eleven  cases  in  which  we 
have  used  this  and  it  has  been  a  tremendous  success  in  preventing  some 
kind  of  an  obstruction  being  developed. 

Now,  I  porsoimlly  am  not  well  enough  informed  as  to  how  this  could 
work,  but  it  seems  to  me  that  one  of  the  most  common  things  that  we  run 
across  in  our  roving  around  the  State  is  a  need  for  a  new  category  of 
airport  planning.  Now  it's  my  understanding  that  in  some  cases,  par- 
ticularly unchartered  cities,  they  must  have  permissive  power  from  you 
to  do  almost  anything,  and  it  has  to  be  spelled  out  for  them,  and  they 
feel  they  do  not  have  the  power  to  create  new  categories  in  tlieir 
planning,  unless  it's  done  at  the  state  level  first.  Now  tliis  I  would  like 
to  see  checked  into  by  your  committee. 

Teale :  Say  that  again,  will  you. 

Barnett:  Well,  it's  my  understanding  that  some  unchartercil  cities 
do  not  have  the  right  to  create  a  new  category  in  their  local  planning, 
such  as,  most  airports  are  under  an  agricultural  classification,  or  are 
zoned  under  manufacturing,  or  they're  even  in  residential  zones,  and 
they're  in  there  under  waiver.  It's  our  belief  that  we  should  have,  or 
what's  necessary  for  the  welfare  of  our  industry  and  the  welfare  of  the 
development  of  the  aviation  picture  in  California  is  that  we've  got  to 
be  able  to  protect  these  people  with  an  honest-to-goodness  classification 
that  belongs  to  them  so  tliat  there  isn't  any  question  about  it,  and  if  we 
could,  for  a  reasonable  period  of  time,  so  that  we  could  guarantee  the 
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future  of  the  airport  as  far  as  zoniiio-  is  concerned,  an  airport  classifica- 
tion so  that  tliey  wouldn't  be  in  there  under  some  other  kind  of  a 
classification.  No  planner  as  far  as  I  know  is  ever  willing  to  call  an 
airport  an  airport.  We  have  a  few  cases  in  the  State  where  it's  done, 
but  I  think  it's  bein<^  done  illcfially,  and  I  don't  think  we  have  any 
protection  whatever  legally  about  it.  As  near  as  I  can  find  out.  Now 
the  Attorney  General  is  not  too  clear  on  this  matter  himself. 

Farr :  Some  counties  have  set  up  an  airport  classification,  I  believe. 

Barnett :  They  have,  but  I  don't  think  that  legally  it's  proper. 

Farr  (Asked  of  Mr.  Kane)  :  Don't  you  have  a  special  classification 
for  the  Monterey  District  Airport? 

Barnett:  Did  the  count.y  do  it,  or  did  your  district  do  it,  though? 

Kane :  District. 

Barnett:  Well,  there's  a  good  deal  of  question  about  whether  or  not 
it  can  be  done.  At  any  rate,  the  Planner's  Association  refused  to  enter- 
tain it.  We  've  tried  it  at  that  level.  We  worked  with  them  at  their  con- 
vention last  year. 

The  problem  goes  frequently  like  this,  that  we've  got  an  airport 
that  is  on  an  agricultural  classification  and  they're  being  taxed  accord- 
ingly and  it's  a  pretty  good  set  up,  but  local  realtors  get  in  the  problem 
and  they  either  want  to  subdivide  it  or  they  want  to  do  something  else 
with  it,  and  they  will  frequently  come  in  and  use  farmers  to  get  the 
thing  changed.  They  will  pick  out  five  big  farmers  in  the  area  who  will 
in  as  a  service  to  them,  or  as  a  favor  to  them  and  say  there's  no  farming 
in  the  area,  and  it's  not  justified  to  continue  that  as  a  zone.  There's  one 
man  over  here  raising  rabbits,  and  he  doesn't  need  it.  I  have  seen  this 
happen  in  three  or  four  places,  so  fundamentally  airports  have  no 
protection  from  the  zoning  category  itself,  regardless  of  what  it  is, 
whether  it 's  manufacturing  or  otherwise,  other  than  as  the  predominant 
other  interests  are  also  willing  to  agree  that  that's  what  it  should  be, 
and  this  frequently  isn't  the  case. 

We  have  one  case  represented  here  today,  where  they're  holding  the 
airport  classification,  or  want  to  hold  it  there,  and  w^ould  like  to  get  it 
called  an  airport,  for  entirely  extraneous  reasons,  than  have  ever  been 
asked  before,  because  they  don't  want  the  people  to  move  in  the  area 
who  w^ould  move  in  the  area  if  they  didn't,  but  there's  no  legal  way 
that  they  can  proceed. 

Mr.  Barnett  requested  the  committee  to  investigate  the  possibility  of 
establishing  a  separate  classification  of  airport  zoning  for  planning 
purposes.  At  the  present  time  airports  are  classified  under  any  of  the 
existing  classifications  such  as  agriculture,  industrial,  residential,  etc., 
and  exist  on  a  waiver  in  some  instances.  He  questioned  the  legality  of 
counties  or  districts  to  classify  airports. 

I  think  hand  in  hand  with  this  need  will  also  go  some  kind  of  tax 
relief.  We  are  just  face-to-face  with  the  problem  that  the  private  owner 
is  up  against  a  real  tough  problem.  He  cannot  go  on  providing  a  public 
airport  on  the  proceeds  of  a  gas  station  indefinitely,  and  all  private 
owners  have  to  face  the  facts  of  life,  which  are  if  they  do  not  sell  and 
take"  their  long-term  lease  on  their  airport  before  they  die,  their  heirs 
won't  come  out  right  on  the  proceeds  of  the  property.  And  as  long  as 
this  is  true,  why  they're  going  to  have  to  face  the  facts  that  you're 
going  to  have  these  things  in  a  public  utility  classification  or  some 
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means  has  to  be  found  that  as  Ioujj:  as  they  maintain  it  as  a  public 
utility,  they  can  at  least  get  out  of  the  taxes  or  o;et  some  reduction  on 
taxes  on  thVir  taxiways,  landing  strips,  parking  areas,  and  those  areas 
tliat  are  for  public  use. 

Tliis  morning,  I\Ir.  Carpenter  brought  up  the  problem,  pardon  me, 
the  county  planner  of  Sacramento,  brought  up  tlu^  problem  tliat  in 
view  of  the  fact  that  any  owner  can  get  out  at  any  time,  it  is  pretty 
obvious  that  the  body  polities  doesn't  owe  this  owner  any  particular 
kind  of  zoning  at  the  expense  of  the  people  that  he  can  go  off  and  leave 
with  the  problem  at  any  time  he  chooses. 

Well,  this  is  certainly  true  on  the  face  of  it,  when  jihrased  that  way. 
Let's  look  at  it  from  another  angle.  As  long  as  he  is  willing  to  continue 
to  provide  a  public  utility,  he  is  performing  a  tremendous  service  to 
the  body  politic  in  that  he  is  preserving  an  airport  that  we  can  eventu- 
ally latch  on  to  from  a  public  point  of  view.  Now,  particularly,  is  this 
true  iu  the  Los  Angeles  area  where  we  have  gone  from  64  airports  down 
to  14  useable  ones  in  the  Los  Angeles  Basin,  as  such,  in  the  matter  of 
about  17  years,  and  no  end  in  sight.  We  have  lost  four  in  the  last  four 
years  and  we  are  going  to  lose  another  four  that  I  know  of,  and  it 
eventually  Avill  go  right  down  to  publicly  owned  airports  and  we'll  have 
nothing  else  but  that.  And  the  only  hope  there  is  that  we  can  give  some 
kind  of  help  or  offer  some  kind  of  relief  to  the  few  private  owners  that 
are  willing  to  be  rugged  individualists  enough  to  hang  on  until  such 
time  as  the  public  can  recognize  its  responsibilit}^  in  this  field  and  take 
over,  because  it's  this  simple  a  problem.  All  the  money  in  the  world 
won't  buy  you  a  result  if  they  go  away.  We  have  definitely  proved 
there  at  the  Santa  Fe  Dam  effort  to  put  in  an  airport  Avhich  if  there 
ever  were  a  God-given  place  to  put  one,  that  was  it.  It  was  the  last 
remaining  effort  that  will  probably  ever  be  made  to  install  a  new  one. 
And  once  they're  gone,  they're  gone  for  good  and  if  we  dn't  start  some- 
where, somehow,  to  save  what  we've  got,  we're  going  to  lose  them  all, 
and  the  place  that  you  gentlemen  could  be  of  the  most  service,  I  think, 
would  be  to  give,  No.  1,  zoning  protection  through  some  kind  of  a 
classifi.  alion  of  airports  as  such  that  would  be  theirs,  and  No.  2,  some 
kind  of  tax  relief  to  them  on  their  runways,  etc. 

Mr.  Barnett  outlined  problems  relative  to  the  loss  of  airports  by  con- 
demnation by  the  Division  of  Highways  and  asked  that  an  investigation 
be  made  to  correct  this  practice  in  future  negotiations  on  highway  inter- 
changes. 

Farr:  Do  you  feel  that  there  is  a  need  for  an  inventory  of  all  air- 
ports in  California? 

Barnett:  Very  definitely,  sir.  This  whole  pi'oblem  that  we're  dealing 
with,  aviation  as  a  business,  you  don't  know  what  you're  talking  about 
until  you  know  what  you're  taking  about  in  numbers  and  units,  and 
the  poultry  people  come  up  and  get  a  couple  of  luindred  thousand  dol- 
lars out  of  you  every  year  to  improve  the  stock  of  poultry  but  the}'  only 
do  it  because  they  can  tell  you  to  a  featlier  how  many  chickens  they 
have,  and  you're  impressed  with  it,  but  1  can't  to  date  tell  you  how- 
many  airplanes  we  have,  or  how  many  airports  we've  got,  or  how  many 
people  arc  involved,  or  hoAV  many  dollars  are  involved. 

Farr:  Is  there  also  some  kind  of  a  neetl  for  a  general  program  of 
aii-jjorts  for  general  aviation  in  California? 


SENATE    INTERIM    COMIMITTEE    ON    AVIATION  199 

Barnett:  Well,  this  is  where  ymir  "jrowth  is,  sir.  If  you  lake  the 
present  pietnre  in  aviation  as  we  now  see  it  in  the  Country  we  have  some- 
wliere  aronnd  104,000  aircraft  in  the  air.  Of  these,  approximately  26,- 
000  are  military.  Assumedly,  from  the  way  it's  goino-  as  the  transition 
into  missiles,  we  are  goinw  to  have  less  and  less  military  aircraft  as 
such,  in  the  air.  At  any  rate,  last  year  the  Air  Forcc^  had  6  percent  less 
aircraft  than  it  had  the  year  hefo're  and  the  Navy  had  ahont  7  percent 
less,  so  the  trend  is  already  established  in  this  transition,  that  they 
will  be  having  less  and  less  need,  obvionsly,  for  these  gigantic  installa- 
tions as  we  go  along.  The  airline  group,  as  such,  because  of  the  fact 
that  they're  growing  in  seat  numbers  all  the  time,  more  and  more  seats 
from  tlie  original  airplane  Avhich  the  airlines  went  into  business  with, 
they're  going  on  up  into  100  and  110  seats  in  some  cases.  They're  haul- 
ing more  people  with  less  units.  This  is  one  of  the  reasons  they're  kind 
of  static  in  their  figure,  but  you  take  them  all  put  together,  alltheair- 
l)lanes  that  all  of  the  airlines  own  together,  the  whole  domestic  flight 
carrying  fleet  consists  of  about  1850  airplanes,  and  it  will  not  grow 
appreciatively  at  a  tremendous  rate. 

Now,  conversely,  all  the  rest  of  the  airplanes,  taking  out  the  26,000 
that  the  military  liave,  and  taking  out  the  1850  that  the  airlines  have, 
all  the  rest  of  them  are  in  individual  hands.  Now,  the  growth  is  follow- 
ing almost  identically  the  same  pattern  that  the  automobile  did  in 
}-elation  to  trucks  and  buses,  as  compared  to  airlines.  This  is  where  our 
growth  factor  is.  Last  year,  in  one  year,  we  had  a  64  percent  increase 
in  the  number  of  airplanes  sold  to  corporations  in  California.  They 
can  write  this  ofl  now  on  a  40-year  deal,  so  it's  come  down  to  the 
matter  of  any  corporation  that's  in  a  tax  bracket  at  all,  where  it's 
making  any  money  at  all,  is  facing  the  fact  that  they  can  afford  an 
airplane  because  it's  simply  a  matter  of  whether  they're  going  to  have 
it  and  pay  for  it,  or  pay  for  it  and  not  have  it.  It's  that  simple,  and 
they  are  discovering  this,  and  we  have  to  face  some  facts.  As  far  as  use 
is  concerned,  we  do  not  have  an  airport  network  in  the  State  that  will 
support  the  use  and  justify  the  ownership  of  one  at  the  moment.  And 
certainly  from  a  recreation  point  of  view,  and  certainly  from  a  point 
of  view  of  selling  that  which  California  has  to  sell  the  most  of,  is  our 
recreation  areas,  and  our  tourist  setup,  as  it  were,  the  San  Simeon 
airport  was  mentioned  this  morning,  is  the  kind  of  thing  that  will  dis- 
tribute the  use  of  an  airplane  and  justify  the  use  of  an  airplane,  we 
don't  have.  We've  got  1,200  miles  of  seacoast  and  we  don't  have  a  single 
airport  on  the  beach,  as  you  can  drive  a  car  to  the  beach,  and  get  out 
of  it  and  walk  to  the  ocean.  We  have  a  couple  within  shouting  distance, 
but  it 's  quite  a  little  walk. 

We  have  700  miles  of  high  Sierras,  and  at  the  moment,  we  do  not 
have  a  single  Joe  Doakes  airport  at  the  higher  elevation,  where  you  can 
get  out  of  the  heavy  temperature,  which  would  be  the  reason  for  buy- 
ing an  air 

Farr :  Let  me  ask  you  along  that  line,  does  the  outdoor  recreatioi 
commission,  this  new  that  is  setup,  do  they  tie  in  with  you  at  all  re- 
spect  

Barnett :  They  very  definitely  liave,  we  have  been  invited  to  partici- 
pate, and  in  the  meantime  we  have  been  to  three  or  four,  and  I  think 
that's  a  progressive  group,  and  I  think  they're  going  about  it  very 
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offpctively.  T  think  they  -will  ho  prodnoinpr  some  data  very  shortly  that 
will  be  siirprisinor  as  to  what  this  adds  up  to  in  terms  of  dollars  and 
eents  income  to  the  citizens  of  the  State.  This  is  getting:  to  be  bip: 
business. 

Conversely,  the  Beaches  and  Parks  Coniniission,  as  far  as  aviation 
is  concerned,  is  almost  horse  and  bn«rsy  about  the  airport.  They  will 
not  permit  ns  in  and  would  even  prefer  that  we  not  even  be  adjacent 
to  any  state  park  or  beach  property  anywhere,  and  as  far  as  develop- 
ment of  recreation  area,  particularly  in  the  hipfh  Sierras,  this  is  the 
only  tonr  we've  p:ot  to  open  them  up  with.  Who  in  the  world  can  afford 
the  five  hours  to  drive  to  Lake  Tahoe,  for  instance.  It  would  be  a 
typical  ])roblem.  In  tliis  day  and  age  we  no  longer  have  that  kind 
of  time  to  spend. 

Farr:  I  would  like  to  extend  an  invitation  on  behalf  of  the  County 
of  Monterey  and  the  cities  thei-e,  ])articularly  Monterey  Peninsula,  to 
have  the  State  Aeronautics  Commission  meet  in  Monterey  in  Novem- 
ber. There  are  g-oing  to  be  a  number  of  commissioners  there  con- 
nected with  the  Department  of  Natural  Kesonrces  meeting:  there  at 
that  time,  and  if  it  would  be  at  all  possible,  Ave  wonld  appreciate  it 
very  much  if  the  commi.ssion  Avould  meet  there.  AVe  want  to  take  up 
particularly  the  matter  of  the  San  Simeon  airport  at  that  time. 

P>arnett:  I  understand  in  that  case  it's  on  private  property  retained 
by  the  Hearst  estate  and  at  the  moment  not  much  we  can  do  about  it. 
I  honestly  think  the  State  is  in  a  pretty  good  dick<^ringr  position  on  it  as 
far  as  the  situation  is  currently.  1  think  everybody  has  been  surprised 
by  what  has  happened  trafficwise.  T  understand  that  we  had  to  transfer 
six  police  over  to  the  Highway  off  99  and  that  it  has  bled  over  to  that 
side  of  the  State  a  very  high  percentage  of  the  tourist  traffic  off  High- 
way 99  and  might  even  cause  major  revisions  in  highway  needs  in  the 
center  of  the  State.  This  is  wonderful,  because  it's  been  a  forgotten 
end  of  the  country  as  far  as  development  is  concerned,  and  we  are 
certainly  highly  in  favor  of  airport  development  along  there.  It's  a 
long,  long  way  from  Morro  Bay  to  ]\Ionterey,  and  particularly,  when 
you're  down  there  a  little  under  a  2,000-foot  ceiling. 

Teale:  Thank  you  very  much  Barney.  Mr.  Justman,  is  out  flying 
forest  patrol  today  and  will  not  be  able  to  be  here,  but  he  delegated 
Bob  Watts  and  Earl  Woodley  to  speak  for  him.  Do  either  of  you  gen- 
th'men  want  to  talk.'  Earl? 

Woodley:  Well,  I  am  stridly  a  private  airi)()rt  ownci-  and  1  can 
tell  you  my  problems.  My  name  is  Earl  Woo(Ucy  and  I'm  llie  owner 
of  the  Compton  Airport  since  1935,  and  surprising  enough,  we  have 
the  City  Planning  Commission  and  the  city  council  helping  us  which 
is  quite  unusual  for  a — to  zone  the  land  for  tax  help.  But,  at  the  pres- 
ent time,  Ihey  don't  know  how  to  go  about  it  because  the  City  of  Comp- 
ton ciiarler  does  not  have  any  airport  zoning,  and  so  they  say,  well, 
we  (h)n't  know  what  write  up  that  the  tax  office  would  go  along  with 
in   order  to   reduce  the  taxation. 

Mr.  Woo(Uey  informed  the  committee  liie  City  of  Compton  would 
like  to  zone  his  airport  but  were  unable  to  do  so  for  lack  of  an  airport 
classification.  ]\Ir.  Woitdley  also  stated  he  would  be  willing  to  lease 
the  landing  and  taxi  areas  of  his  airjiort  lo  ihe  <'ity.  lie  stated  that 
Senate   I>ill   No.   !>:!.1   had   heljx'd   him   stay    in   business  but  asked   for 
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additional  legislation  to  safeguard  liis  investments  against  exorbitant 
taxation  and  zoning. 

Teale:  Thank  you,  Eail.  Mr.  Watts,  do  you  have  anything  to  add? 

Watts:  I'm  Bob  Watts,  one  of  the  owners  of  Capitol  Sky  Park, 
since  1946. 

Our  airport  is  in  an  unincorporated  area,  and  at  the  present  time 
the  property  is  zoned  by  tlie  planning  commission  for  light  industrial 
use.  Since  our  opening,  houses  have  built  up  surrounding  the  airport 
and  the  adjacent  area,  and  it  has  all  been  rezoned  residential.  I  think 
it's  conservative  to  say  that  at  least  once  a  year  there  is  agitation  afoot 
to  rezone  our  airport  residential,  which  would  put  us  out  of  business. 

If  I  may,  I'll  try  to  outline  about  four  ways  that  we  feel  our  days 
are  numbered,  and  you  gentlemen,  I  think  are  in  a  position  to  help  us. 

No.  1  is  through  rezoning  to  residential,  which  automatically  puts  us 
out  of  business. 

No.  2,  with  the  houses  surrounding  the  airport,  some  day  someone 
is  going  to  take  off  and  have  an  engine  failure.  They'll  go  into  the 
houses  and  immediately  petitions  will  circulate  to  shut  us  down  as  a 
menace  to  the  locality. 

The  third  way,  since  1946  the  property  that  we  now  have  has  appre- 
ciated about  five  times  in  value.  The  taxes  on  that  will  get  to  the  point 
that  because  of  the  low  income  necessarily  from  airports,  we'll  be 
forced  to  take  our  capital  gain  and  go  either  to  a  municipal  airport, 
or  move  further  out  in  the  country. 

The  fourth  way,  is  through  highways.  We  understand  now  that  the 
state  highway  has  on  the  drawing  boards  plans  to  build  a  main  high- 
way right  through  the  middle  of  our  airport.  We  have  a  3,000-foot 
strip  now;  that  would  cut  it  in  half,  but  it  wouldn't  be  an  airport, 
it  would  be  a  heliport. 

I  wasn't  prepared  to  make  a  statement,  but  I  wanted  to  get  my 
voice  in,  and  if  you  have  any  questions  about  our  particular  opera- 
tion, I'll  do  my  best. 

Bryson :  I  might  ask  you  the  same  question  we  asked  Earl  Woodley. 
Would  you  be  averse  to  leasing  your  landing  strip  and  taxiways  to 
the  State  or  public  agency? 

AVatts:  Well,  I  would  have  to  give  you  the  same  answer.  We  would 
be  happy  to  work  a  lease  arrangement  so  that  the  airport  could  be  per- 
petuated provided  we  w^ere  assured  of  staying  there  ourselves.  Should 
the  use  ever  change  from  ah  airport,  we  would  be  crazy  not  to  insist 
that  the  land  come  back  to  us. 

My  views  on  wanting  to  stay  in  the  airport  business  are  exactly  the 
same  as  Mr.  Woodley 's. 

Farr :  Your  airport  is  out  in  Yolo  County  ? 

Watts  :  That 's  correct. 

Farr :  How  many  acres  do  you  have  out  there  ? 

Watts:  Thirty  acres. 

Farr :  How  many  planes  ? 

Watts :  Total  airplanes  is  70  to  75. 

Farr :  Your  airport  is  noAV  zoned  industrial  ? 

Watts:  Light  industrial — the  airport  was  zoned  industrial  from  the 
start. 
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Fcirr :  Is  there  auy  height  limitation  ? 

AVatts:  1  believe  that  there  is  a  heiiiht  limitation,  but  I  Avonld  hate 
to  have  it  tested.  If  somebody  were  to  build  a  50-fuot  tower  off  of  one 
end,  I  think  we  would  have  a  lot  of  trouble  getting  it  down. 

Teale:  Gentlemen,  I'm  going  to  have  to  personally  leave,  and  I  am 
going  to  turn  the  hearing  over  to  Senator  Farr.  I  want  to  thank  each 
of  you  for  the  effort  you  made  in  coming  here,  and  I  will  look  forward 
with  great  interest  to  reading  the  transcript  of  the  balance  of  the 
hearing. 

Farr :  I  believe  we  have  Bob  Wauamaker. 

"Wanamaker:  My  name  is  Robert  Wanamaker.  I  am  the  managing 
director  of  El  Monte-L.  A.  Airport,  which  is  located  in  Los  Angeles 
County,  approximately  12  miles  from  the  center  of  Los  Angeles,  in 
what  is  often  referred  to  as  the  San  Gabriel  Valley. 

]\Ir.  Wanamaker  presented  the  following  problem  to  the  committee: 
He  owns  and  operates  airports  within  city  limits.  Said  the  city  has 
recently  passed  a  zoning  code  that  restricts  the  operation  of  an  airport 
within  the  city  prior  to  the  issuance  of  a  use  permit.  He  is  at  present 
operating  as  a  prior  existing  nonconforming  user.  Under  these  condi- 
tions Mr.  Wanamaker  is  reluctant  to  improve  his  facilities, 

Farr :  Do  you  also  feci  there  should  be  some  tax  relief  for  airports  ? 

Wanamaker:  Yes,  I  think  that  so  far  as  the  runways  and  taxiways 
are  concerned,  there  should  certainly  be  some  consideration  given  with 
respect  to  alleviation  of  that  burden  because  it's  nothing  more  than 
a  public  street. 

Farr:  With  respect  to  the  El  Monte  airport,  do  you  have  a  lot  of 
people  come  in  from  outside  of  El  Monte  that  use  that  airport,  or  is  it 
used  primarily  by  people  that  live  in  that  immediate  vicinity? 

Wanamaker :  Well,  I  would  say  this,  that  our  overnight  transients 
are  now  running  about  10.  We  have  about  10  overnights  all  of  the 
time  now.  Sometimes  they  go  up  to  20,  22,  and  23.  That's  transients 
coming  in  from  all  over  the  United  States,  California,  and  very  few 
of  our  transients  will  be  local.  They'll  be  from  somewhere  within  the 
State  or  outside  of  the  State  of  California. 

Farr:  How  many  acres  do  you  have? 

Wauamaker:  Approximately  50  devoted  to  airport.  So  far  as  our 
tie-down  hangars  are  concerned,  we  have  12  spaces.  At  the  present  time 
there  is  $10,000  worth  of  hangar  steel  on  the  ground  at  El  Monte  and 
$10,000  worth  of  corrugated  iron  for  roofing  in  a  hangar  there.  There 
is  $20,000  sitting  there  for  two  years  because  the  City  of  El  Monte 
won't  give  me  a  permit  to  build  a  shed  type  of  hangar  for  airplanes. 

The  point  is  this,  that  although  we  may  be  able  to  build  a  building 
which  will  comply  with  any  of  the  provisions  and  uses  of  an  M-2  use, 
heavy  industrial,  the  moment  an  airplane  is  moved  out  of  that  building, 
we  are  in  violation  of  the  ordinance. 

Farr:  What  do  they  have  with  respect  to  height  limitations  around 
your  airport! 

Wanamaker:  They've  taken  no  action  whatever,  that  I  know  of. 
We're  not  recognized  as  an  airport,  as  such.  We're  sitting  there 
because  they  can 't  kick  us  out.  All  they  can  do  is  keep  us  from  building 
up.  Theoretically,  if  we  were  to  erect  one  matchstick  on  the  property, 
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we  would  have  to  get  a  building  permit,  and  they  won't  grant  us  a 
building  permit. 

Farr :  What 's  the  nearest  airport  to  you  ?  To  El  Monte  airport  ? 
Wanamaker:  Probably  Burbank. 
Farr:  That's  approximately  how  many  miles? 

Wanamaker:  Burbank  would  be  about  14.  We're  the  first  airport 
easterly  of  the  Los  Angeles  City  Hall. 

Murphy :  Mr.  Wanamaker,  you  say  a  school  was  built  within  one- 
third  of  a  mile  of  the  El  Monte  airport,  how  long  ago  did  that  occur? 
Wanamaker :  That  was  completed  last  year. 
Murphy:  When  did  they  begin  construction? 
Wanamaker :  I  would  say  about  a  year  and  three  months  ago. 
Murphy :  Are  you  aware  that  there  is  in  the  law  at  the  present  time 
a  provision  that  the  Department  of  Aeronautics  must  approve  a  school 
site? 

Wanamaker:  Oh,  yes. 

Murphy :  Do  you  know  what  action  the  commission  took  ? 
Wanamaker:  Yes.  Before  Clyde  Barnett  was  the  director,  the  pre- 
vious director  apparently  had  sailed  over  this  particular  site,  and 
although  it  was  right  over  the  downwind  pattern,  everybody  agreed 
that  the  noise  level  wouldn't  be  so  great  that  it  would  bother  it,  so 
apparently  it  got  by. 

Murphy:  The  Department  of  Education  and  the  commission  ap- 
proved it  then? 

Farr:  Do  you  have  a  permit  from  the  California  Aeronautics  Com- 
mission ? 

Wanamaker :  Yes. 

Murphy:  Would  you  be  willing,  as  asked  of  Mr.  Woodley  and  Mr. 
Watts,  to  lease  say  a  runway  to  the  State,  or  put  it  under  some  control 
of  the  State  so  that  w^e  could  legislate  to  protect  our  airports  ? 

Wanamaker:  I  would  have  no  objection  to  that.  What  I'm  thinking 
of,  however,  is  something  that  would  be  over  a  period  of  time,  terminal, 
it  wouldn't  be  forever.  With  respect  to  that,  there  should  be  some  pro- 
vision for  regulation  or  control  in  connection  with  any  such  lease. 

Murphy:  You  realize  private  airports  cannot  receive  any  protection 
from  the  State  unless  the  State  has  some  interest  therein. 
Wanamaker:  I  understand. 

Farr :  Any  further  questions  ?  We  appreciate  very  much  your  testi- 
mony. I  believe  we  have  Mr.  Wilmer  Garrett. 

Garrett :  Senator  Farr,  I  'm  Wilmer  Garrett,  Superintendent  of  Air- 
ports for  the  City  of  Fresno.  I  will  be  very  brief. 

The  last  few  years  the  City  of  Fresno,  California,  and  Clovis,  Cali- 
fornia, got  together  and  drew  up  a  general  development  plan  for  some 
370  square  miles  encompassing  the  Fresno  Metropolitan  Area.  This 
plan  recognized  the  existence  of  airports,  the  need  for  public  airports, 
and  in  order  to  protect  these  airports  as  public  use,  facilities  envisioned 
areas  off  the  approach  zones  as  limited  use  areas  such  as  agricultural 
zoning,  recreational  zoning,  type  zoning  that  would  preclude  the 
buildup  of  residences  or  commercial  areas. 

The  plan  has  very  recently  been  adopted  by  the  County  of  Fresno, 
the  City  of  Fresno,  and  the  City  of  Clovis,  as  their  guide.  Within  the 
last  90  days  these  land  areas  reserved  for  agriculture,  or  recreational 


204  FIXAL    Ri:i'ORT 

areas,  have  been  encroached  upon  by  residential  subdivisions  o)i  the 
sole  basis  that  the  county  assessor's  office  under  current  law  is  unable 
to  give  a  tax  differential  to  land  zoned  agricultural  adjacent  to  land 
being  used  for  residential  subdivisions.  I  checked  with  the  county 
assessor's  office  and  was  informed  that  the  Legislature  a  few  years 
ago  added  Section  402.5  to  the  Revenue  and  Taxation  Code  of  the 
State  of  California  that  provided  basically  that  agricultural  and  rec- 
reational properties  shall  be  taxed  at  a  lesser  rate  than  surrounding 
areas,  providing  that  there  is  reasonable  assurance  that  lands  so  used 
will  be  continued  to  be  used  for  that  purpose. 

The  Assessors'  Association  asked  t!ie  Attorney  General  for  an 
opinion  on  this  section  of  the  law  and  the  opinion  stated,  in  effect,  that 
it  did  not  change  the  basic  concept  of  taxation  as  provided  by  the 
Constitution  of  the  State  of  Califoi-nia,  since  all  assessors  assess  on 
that  basis.  In  other  words,  if  an  assessor  thinks  that  a  piece  of  farm 
land  is  going  to  continue  to  be  used  for  farming  during  that  year,  it 
will  be  taxed  as  farming.  Tf  there  is  any  assurance  that  it  will  be  sold 
or  could  be  sold  for  residential  subdivision,  then  it  will  be  taxed  at 
the  value  of  the  adjoining  subdivision  properties.  Therefore,  the  intent 
of  the  Legislature  in  passing  Section  402.5  to  allow  limited  uses  of 
land  to  receive  a  lesser  tax  rate  is  nullified,  because  it  apparently 
wasn't  worded  strong  enough  when  it  was  first  put  through. 

As  far  as  public  airports  go,  with  height  restrictions,  there  is  not  a 
great  deal  of  problem  concerning  public  airports,  because  the  majority 
of  them  are  purchasing  the  Doolittle  clear  zones,  up  to  an  elevation 
of  50  feet,  depending  upon  the  classification  of  the  airport.  That  was 
pushed  a  great  deal  by  the  Civil  Aeronautics  Administration  which  as 
a  result  the  Doolittle  Report  required,  so  to  speak,  that  before  any 
additional  moneys  could  be  spent  on  public  airports,  the  airport  own- 
ing agency  would  have  to  agree  to  purchase  adequate  interest  in  land 
adjacent  to  the  airport  to  give  control  to  a  minimum  elevation  of  50 
feet.  That  has  been  accomplished  on  the  majority  of  public  airports 
and  will  continue.  Beyond  50  feet,  up  to  150,  it  can  adequately  be 
controlled  by  local  zoning  so  long  as  the  zoning  doesn't  constitute 
a  taking  the  property  without  just  compensation  to  the  owner. 
Above  150  feet  the  land  space  is  controlled  by  the — or  the  air- 
space rather — is  controlled  by  the  Federal  Government  through  the 
Civil  Aeronautics  Act.  So  height  zoning  around  public  airports,  in  my 
opinion,  is  not  too  great  a  problem.  Since  public  airports  are  spending 
a  great  deal  of  money,  and  in  the  case  of  Fresno,  it's  two  airports, 
when  we  complete  our  land  purchase  program  this  year,  we  will  have 
expended  approximately  three-quarters  of  a  million  dollars  to  get 
these  clear  zones.  It's  the  area  beyond  the  clear  zones  that  immedi- 
ately becomes  a  problem.  We  have  gone  out  and  purchased  land  a 
half  a  mile  beyond  onr  longest  nnnvay  extension  that  we  propose  to 
make  in  the  future.  It  would  be  highly  desirable  if  we  could  purchase 
a  mile  and  a  half,  but  that  is  just  prohibitive  from  a  cost  standpoint. 

But  when  zoning  agencies  attempt  to  assist  you  by  making  land  reser- 
vations for  agricultural  or  recreational  uses,  and  those  uses  cannot  be 
realized  due  to  a  lack  at  state  level  of  enabling  legislation  to  allow  the 
assessors  to  give  a  tax  differential,  then  all  of  this  good  intent  in  plan- 
ning is  lost. 
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My  only  recommendation  to  tins  committee  would  be  that  the  pro- 
visions of  Section  402.5  in  the  Revenue  and  Taxation  Code  be  reviewed 
with  the  intent  of  streng-tlu'nin<>'  it  in  order  that  the  assessor  could 
give  a  tax  dift'erential  to  property  owners  who  would  agree  by  some 
covenant  in  a  deed  or  some  agreement  with  the  comities  involved  that 
they  would  retain  their  property  in  that  lesser  valued  use  for  x  num- 
ber of  3'ears,  or  whatever  in  the  wisdom  of  the  Legislature  would  be 
necessary.  Tlien  airports  that  are  relatively  clear  of  subdivisions  now 
could  enjoy  a  good  measure  of  protection  in  the  future. 

The  one  unfortunate  thing  about  all  the  zoning  and  everything  that 
is  being  carried  on  at  the  present  time  is  tliat  it  was  started  about  15 
years  too  late. 

Farr :  Is  that  a  copy  of 

Garrett :  Yes,  I  'd  like  to  leave  this  with  you. 

Farr :  Are  all  the  airports  in  your  county  on  here  ? 

Garrett :  That  takes  in  the  airports  in  the  Fresno  Metropolitan  area, 
of  which  there  are  four.  Two  public  and  two  private. 

Farr :  What  about  the  county  as  a  whole  ? 

Garrett :  The  county  has  a  plat  showing  all  the  airports  in  the  county ; 
I  do  not  have  it  with  me. 

Farr :  IIow  many  airports  in  the  count? 

Garrett :  Including  industrial  landing  strips  and  that  type  facility, 
probabh'  35  or  40.  I  might  add  one  thing  there,  when  you  start  talking 
numbers  of  airports,  some  figures  given  can  be  ver^^  misleading  unless 
some  criteria  is  established  as  to  what  determines  an  airport.  If  a 
grader  blade  width  diagonally  across  a  grain  fiield  for  a  duster  to 
work  adjoining  areas  is  considered  an  airport,  we  might  have  anywhere 
up  to  80  or  90.  If  it  requires  facilities  for  service,  in  Fresno  County 
we  have  maybe  seven  or  eight.  So  what  determines  an  airport,  unless 
there  is  some  criteria,  is  a  very  ambiguous  thing. 

Farr :  Are  there  any  questions  ?  Thank  you. 

I  believe  Mr.  Bob  Hanley  is  here,  California  Farm  Bureau  Fed- 
eration. 

Hanley :  Mr.  Chairman,  members  of  the  committee,  my  name  is 
Robert  E.  Hanley,  Legislative  Representative  of  the  California  Farm 
Bureau  Federation. 

I  want  to  say  at  the  outset  that  we  certainhy-  are  gratified  at  tlie  work 
that  this  committee  is  doing  on  this  problem.  Though  our  problem  I 
thought  initially  somewhat  different  than  the  problems  that  have  been 
presented  to  you  here  todaj',  I  find  that  in  the  testimony  of  the  wit- 
nesses who  preceded  me  that  we  have  somewhat  of  a  common  problem, 
because  I  think  j^ou  recognize,  Senator,  if  you  change  the  reference  to 
airports,  to  farming,  you  have  the  same  situation,  as  you  know,  in 
your  count}'. 

I  was  glad  to  hear  the  previous  witness  make  reference  to  Section 
402.5  which  was  Senate  Bill  1637  of  the  1957  Session,  authored  by 
Senator  George  ]\Iiller,  and  we  rather  felt  that  that  was  our  baby.  We 
worked  very  closely  with  the  Senator  on  that,  and  it  was  initiated  in 
Contra  Costa  County  with  the  County  Farm  Bureau  there.  If  I  may 
take  a  moment  to  discuss  this,  because  we've  been  in  this  a  long  time, 
and  it  is  a  very  serious  problem,  and  knowing  of  your  interest  in  plan- 
ning. Senator,  I  just  want  you  to  recognize  that  until  such  time  as  we 
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get  out  of  this  liorse-aiid-buggy  method  of  assession  aud  taxing  real 
property,  there's  not  going  to  be  effective  planning  accomplished.  This 
is  just  exactly  what  is  happening. 

There  is  no  logic  to  apply  the  factors  of  residential  and  industrial 
use  to  property  that  is — or  to  land — used  for  other  purposes,  aiid  when 
it  is,  the  assessor  automatically  becomes  the  planner,  and  lie  forces  a 
change  in  the  land  use  pattern  and  you've  heard  that  testimony  here 
today,  and  we've  seen  it  happening  all  around  the  State  of  California. 
And  that  is  the  problem  we've  been  trying  to  reach,  and  we  reached 
toward  it  with  Senator  Miller's  bill,  but  actually  before  the  assessors 
can  or  will  make  use  of  that  legislative  directive  which  says  that  in 
assessing  agricultural  or  recreational,  and  that  goes  to  Assemblyman 
Britschgi's  problem  \vith  golf  courses  in  San  ]\lateo  County,  which  is 
another  land  use  that  is  entirely  different  from  subdivisions  and  indus- 
trial, he  shall  consider,  and  where  the  land  is  zoned  and  used  exclusively 
for  those  purposes  and  there 's  no  reasonable  probability  of  a  change  in 
the  near  future,  he  shall  consider  onl.y  the  factors  of  use  in  assessing  it. 

Now  the  assessors  are  of  the  opinion  that  that  is  unconstitutional. 
Ilal  Kenned}',  County  Counsel  of  Los  Angeles  County,  is  of  the  opinion 
that  that  is  unconstitutional.  John  Quinn  will  tell  you  frankly  that  as 
long  as  the  Constitution  and  the  case  law  also  is  as  it  is  today,  he  is 
forced  to  assess  on  the  basis  of  market  value  and  their  hands  are  tied. 
So  there  is  that  conflict  of  opinion.  I  mean,  there  is  one  solid  opinion. 

There  is  another  school,  including  the  Legislative  Counsel  who  gave 
the  opinion  to  Senator  Miller,  that  the  act  Mas  not  unconstitutional. 
Nevertheless,  it's  our  opinion 

Farr :  They  ought  to  try  it  out  in  the  courts. 

Hanley:  Well,  now  there's  a  question,  Senator,  and  we've  debated 
that  among  our  own  people.  We've  had  a  request  from  some  of  our 
counties  to  take  it  to  the  courts,  and  we've  had  requests  from  other 
counties  to  request  the  Legislature  to  enter  it  as  a  constitutional  amend- 
ment. Actually,  Senator  ]\Iiller  did  have  a  constitutional  amendment 
along  with  this  statutory  provision,  but  the  Legi.slature  was  not  ready 
to  accept  a  constitutional  amendment. 

A  good  many  people  have  felt,  and  have  actually  said  this  in  com- 
mittee, that  the  farmers  are  after  a  preferential  tax  position,  and  that 
simply  is  not  true.  Let  me  establish  our  interest  in  this  whole  thing 
becau.se  we  go  into  this  zoning  of  airports  for  a  little  different  reason. 

The  total  land  area  of  California  amounts  to  a  hundred  million  acres 
and  over  50  percent  of  it  is  publicly  owned.  Federal  Government,  State, 
counties  and  cities,  and  districts.  Over  50  percent  is  off  the  tax  roll.  Of 
the  remaining  50  or  less  percent,  38  million  acres,  according  to  the 
11)54  Bureau  of  Census  is  in  farm  ownership,  38  million  acres,  and 
there  were  123,000  farms  at  that  time.  Now  where  is  this  expansion 
going  to  occur  in  California?  Where  is  it  occurring?  It's  going  on  that 
farm  acreage.  And  what  happens?  You've  seen  it  happen,  take  Contra 
Costa  County,  for  example,  I  don't  have  the  figures  on  hand  in  your 
county,  but  there  Avere  about  1,100  farms  at  that  time  in  Contra  Costa, 
four  years  ago.  I  don't  remember  Avhat  the  total  acreage  was,  but  it  was 
still  .substantial,  and  the  average  assessed  value  of  laud  and  buildings 
on  those  ],10()  farms  was  over  $70,000,  and  keep  in  mind  that  the 
Bureau  of  Census  defines  a  farm  as  anvthing  of  three  acres  or  more, 
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or  on  which  $250  annual  gross  income  is  derived,  and  yet,  even  with 
that  definition  of  a  farm,  and  the  average  in  California,  with  these 
123,000  farms  of  38,000,000  acres,  the  average  investment — rather,  the 
assessed  value — not  including  machinery  and  equipment,  but  just  land 
and  buildings,  is  in  excess  of  $60,000,  and  what  happens,  these  bedroom 
areas  move  in  there  and  as  testified  b}^  these  airport  owners,  we  know 
wliat  happens  immediately.  The  assessed  value  goes  up.  j\Iany  of  these 
people,  as  was  testified  day  before  yesterday  right  in  committee,  before 
Senator  Gibson's  Committee  on  Veterans  Tax  Exemption,  in  Contra 
Costa  County  this  was  entered  in,  there  is  practically  100  percent  ex- 
emption claimed,  averaging  around  $994,  so  you  have  an  inflationary 
effect  of  assessed  values,  you've  got  a  narrowing  of  the  tax  base,  not 
only  with  exemptions,  but  public  installations,  highwa3^s,  schools,  and 
all  these  things,  and  airports  that  are  necessary,  there  you  have  an 
increased  tax  rate.  Now  how  is  a  farmer,  or  an  airport  owner,  or  any- 
one who  is  using  laud  for  these  purposes  going  to  stay  in  business. 
And  it  is  really  a  very,  very  important  thing. 

Now,  as  to  our  interest  in  this  zoning.  We  recognize  the  need  for 
airports  and  airport  installations,  the  need  for  air  transportation,  be- 
cause air  transportation  is  a  very  important  part  of  our  transportation 
system,  and  it  is  becoming  increasingly  important  to  agriculture,  too. 
Our  California  flower-growing  industry,  as  j^ou  know,  and  some  of  the 
other  specialized  commodities  which  are  only  grown  in  California,  use 
air  transportation,  and  frequently. 

Here  is  our  problem  in  this  matter.  And  Bud  Carpenter  testified  on 
it  this  morning,  and  I  was  very  appreciative  of  his  views  and  his  opin- 
ions. Let  me  read  this  resolution  which  came  out  of  our  last  annual 
meeting,  or  rather,  our  1956  annual  meeting: 

"We  believe  that  buffer  strips  around  airports  are  necessary.  This 
policy  prevents  the  construction  of  buildings  or  other  obstacles  too  close 
to  the  flight  path  of  aircraft  during  takeoff  or  landing.  However,  where 
the  restrictions  placed  on  this  land  by  action  of  the  airport  authorities 
interfere  with  the  owner's  use  of  the  land,  or  affect  its  value,  the  air- 
port authority  should  be  required  to  provide  satisfactory  relief  to  the 
owner. ' ' 

Now,  perhaps  this  isn't  too  well  stated,  but  I  think  it  does  state  the 
problem,  and  Mr.  Carpenter  spoke  of  it  this  morning,  and  that  is  the 
question  of  whether  or  not,  some  recognition  and  some  compensation 
should  not  be  provided  where  zoning  requirements  restrict  the  full  use 
and  opportunity  of  that  land  by  the  owner  for  a  use  of  a  particular 
segment  of  society. 

Farr :  That  would  have  to  be  done  in  the  court — there  have  been  cases 
w^here  they  have  collected. 

Hanley:  I  think.  Senator,  where  it  has  actually  been  acquisition  of 
land  or  condemnation  of  buildings,  but  I  don't  believe  that's  true  under, 
— our  counsel  advises  me  it's  not  true  under  present  zoning  ordinances 
and  laws,  where  the  zoning  places  that  restriction  on  the  basis  of  the 
philosophy  of  zoning  per  se  that  this  is  for  the  welfare  of  all  of  the 
people,  that's  in  the  interest  of  all  of  the  people.  But,  you  see  Mr.  Car- 
penter brought  out  that  point  this  morning  that  there's  a  difference  of 
opinion  on  this  point,  that  this  zoning  is  not  for  the  interest  of  all  of 
the  people,  it  is  for  the  interest  of  a  particular  use  for  the  benefit  of  the 
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people.  And  in  that  instance  where  the  landowner  is  deprived  of  the 
full  use  of  his  property,  he  not  entitled  to  some  compensation  there- 
for. He  not  only  is  deprived  of  the  full  use  of  it,  but  he  is  even  de- 
prived of  perhaps  realizinfj  some  capital  appreciation  that  may  come 
of  it.  because  of  this  restriction. 

Farr:  That  gets  down  to  a  pretty  basic  question  of  planniiig  itself 
where  you  zone  some  land  near  an  airport,  height  limitation,  the  man 
can't  build,  say,  an  office  building — you  have  got  to  have  a  certain 
limitation  as  to  the  use  of  it. 

Hanley :  That  is  true.  But  I  think  we  do  have  to  reach  that  place  as 
Mr.  Carpenter  brought  out  this  morning  as  to  who  benefits.  Now  when 
it  is  in  the  interest  of  the  general  welfare,  I  don't  think  there  can  be 
any  question. 

At  our  request,  Mr.  Lowrey  introduced  Assembly  Bill  No.  2612,  in 
the  1957  Session,  but  it  doesn't  reach  the  question.  My  own  counsel 
advises  me  that  it's  merely  an  extension  of  the  codification  of  the  pres- 
ent law.  It  would  provide  that  when  an  airport  is  established  in  the 
State,  persons  who  are  at  the  time,  whether  it's  established  by  a  gov- 
ernmental agenc3^  or  an  individual,  persons  who  are  at  the  time  of 
such  establishment  owners  or  lessees  of  real  property  in  the  vicinity  of 
such  airport,  can  have  a  cause  of  action  against  the  airport  owner  for 
the  decline  in  value  of  such  property,  but  that  doesn't  reach  the  zoning 
thing. 

If  you  like,  I  will  submit  these  for  your  records. 

Farr :  I  am  very  much  interested  in  your  testimony  on  402.5,  because 
in  Monterey  County,  as  you  know,  they've  zoned  approximately  10,000 
acres  for  agricultural  purposes. 

Hanley:  As  I  said,  Senator,  I  know  of  your  very  keen  interest  in 
this  planning  situation,  and  it's  really  a  \ery,  verj'^  important  question. 
We've  been  trying,  as  you  know,  to  find  some  solution  to  the  problem 
of  farmers  losing  highly  productive  agricultural  land.  We've  fought 
the  Federal  Government  on  this  landing  deal,  and  LeMoore  and  all 
over  the  Ignited  States,  as  a  matter  of  fact,  where  they're  taking  prime 
agricultural  lands  that  can  go  on  producing  year  after  ye;ir,  and  just 
capping  them  with  concrete,  and  not  only  that,  taking  them  off  the  tax 
rolls  when  there  are  marginal  lands  that  perhaps  would  serve  the  pur- 
pose. 

Farr:  Let  me  ask  a  question.  I'm  curious,  do  you  feel  that  taking  the 
agricultural  land,  there  seem  to  be  two  theories  on  this,  that  the  reduc- 
tion of  agricultural  land  is  not  actually  reducing  the  food  output  of 
California,  do  you  think,  in  other  words,  that  the  land  that  is  put  into 
use,  along  with  the  marginal  land  that  is  brought  into  use  by  tech- 
nological improvements  of  lesser  grades  of  lands,  and  also  the  new 
fertilizers,  and  what-not,  that  actually  the  food  production  of  California 
is  not  endangered.  Do  you  think  that  that  is  wrong  in  theory? 

Hanley:  You  know  wiien  you  ask  me  a  question  like  that  Senator, 
I'd  just  like  to  get  up  on  my  soap  box,  because  it  is  one  of  7ny  favorite 
— this  whole  question  is  one  that  interests  me  very  much.  I  feel  this 
wa.v,  and  I've  said  this  before,  don't  ever  sell  the  farmer  short,  be- 
can.se  technological  improvements,  research,  both  long  range  and  short 
range,  arc  not  going  to  deprive  people  of  this  Nation  of  food,  there's  no 
question  about  it.  Agricultural  production  in  this  countr}'  since  the  end 
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of  World  War  IT  has  increased  40  percent  in  efficiency.  But  there  are 
certain  things  that  we  mnst  keep  in  mind.  You  just  don't  go  out  and 
replace  class  I  agricultural  laud,  and  you  need  water,  good  quality 
water,  and  all  of  those  technological  things  to  substitute.  Then  another 
thing,  there  are  certain  areas  where  you  just  can't  grow  crops  that  are 
grown  where  they  are  today — artichokes  for  example,  85  or  90  percent 
of  the  artichoke  production  is  right  in  your  district,  and  brussels 
sprouts,  and  all  of  those  things.  They  can't  be  grown  elsewhere — so 
we've  got  to  recognize  those  facts. 

Now  the  whole  problem  to  me  reaches  this.  How  do  we  solve  this 
without  depriving  the  landowner  and  the  citizen  of  his  constitutional 
rights  to  use  his  property  as  he  sees  fit. 

Murphy:  IMr.  Ilanley,  in  regard  to  what  you  said  earlier  in  your 
testimony,  your  organization  is  concerned  then  as  to  future  planning 
and  future  zoning,  as  to  the  use  of  the  property,  whether  it  would  be 
taken  under  the  right  of  eminent  domain  or  condemnation  proceedings 
where  a  just  compensation  is  paid  for  the  land,  or  whether  the  police 
powers  of  the  State  or  political  subdivision  is  exercised  with  no  com- 
pensation paid — you  were  getting  at  as  to  zoning  in  Mr.  Carpenter's 
statements  earlier  this  morning? 

Hanley :  Yes,  I  was  getting  at  particularly  the  matter  of  the  zoning. 

Murphy :  Future  zoning  and  planning  ? 

Hanley:  Yes,  where  zoning  places  a  restriction  on  the  land  use  of 
the  owner  without  compensation. 

Murphy:  In  other  words,  you  don't  want  police  power  to  be  exer- 
cised, but  rather  the  right  of  eminent  domain? 

Hanley:  Now,  there  you're  getting — you  might  say,  you're  giving 
me  a  choice,  do  I  want  zoning,  or  do  I  want  the  State  to  take  the  whole 
works  ? 

Murphy :  No.  The  State,  or  any 

Hanley:  There  are  some  instances  where  they'd  rather  have  them 
condemn  it  and  pay  them  for  the  severance  and  the  acquisition  than 
to  have  them  restrict  it  by  zoning  so  they  could  only  use  it  for  a  limited 
purpose,  you  see. 

Murphy:  Well,  the  State  or  political  subdivision,  whichever  sover- 
eignty is  exercising  its  powers,  can  do  it  by  the  right  of  eminent  do- 
main, where  just  compensation  is  paid,  or  they  can  declare  that  their 
action  is  for  the  benefit  of  all  the  people,  as  you  said,  for  the  public 
safety  and  welfare,  and  then  no  compensation  is  paid,  and  I  take  it 
from  what  you  said  earlier,  that  your  organization  as  to  future  zoning 
and  future  planning  would  prefer  to  have  taking  by  the  right  of  em- 
inent domain  ? 

Hanley:  No,  I  can't  say  that.  I  think  if  you  will  look  back  at  what 
I  said  a  moment  ago,  you'll  understand  Avhy  we're  gun-s]iy  on  this 
eminent  domain,  because  that  is  one  of  the  strongest  powers  the  govern- 
ment has  to  come  in  and  deprive  a  person  of  his  property,  and  when 
you  look  back,  I  said  that  38  million  of  the  remaining  acres  of  this 
privately  owned  land  in  California  is  in  farming,  and  where  is  the 
population  going  to  go,  you  can  understand  why  we're  gun-shy  on  it. 
What  we  really  believe  is  that  where  this  kind  of  a  restriction  is 
placed  on  the  use  of  the  land  by  zoning  ordinance,  then  there  should 
be — for  particular  purpose — compensation  for  the  fact  that  the  owner 
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has  been  deprived  of  the  full  use  of  his  property.  He  uot  only  has  been 
deprived  of  the  full  use  of  it.  but  he's  been  deprived  of  the  possibility 
as  I  said  of  realizinji-  perhaps  in  the  future  some  capital  appreciation 
which  ho  would  not  obtain  with  that  zoning?  restriction. 

Bryson:  Actually  f]-om  your  testimony,  airport  zoning  and  approach 
zoning  would  be  beneficial  to  your  people,  wouldn't  it,  keeping  the 
property  Ave 're  talking  about  agricultural? 

Ilanley:  Just  as  long  as  you.  keep  the  compensation  in  there  too. 

Farr  :  "We  appreciate  your  testimony. 

Ilanley:  I  appreciate  the  opiiortunity  to  appear.  Tliank  you  very 
much,  Senator. 

Farr:  I  believe  wc  liave  Mr.  George  T.angsncr  of  the  Department 
of  Public  Works,  the  Division  of  Highways.  I  think  we  might  have 
a  few  questions  for  you. 

Rhyner :  My  name  is  Emerson  Rhyner,  attorney  for  the  Department 
of  Public  Works,  and  this  is  George  Langsner,  who  is  Chief  Design 
Engineer  for  the  Division  of  Highways. 

First  of  all,  I  would  like  to  express  apologies  on  the  i)art  of  ]Mr. 
Gilliss  for  being  ujiable  to  come  here  today.  Wc  just  heard  about  this 
recently,  and  Mr.  Gilliss  had  prior  connnitments,  and  was  unable  to 
make  it. 

We  have  no  prepared  statement,  Senator,  for  the  committee.  We 
were  able  to  take  out  of  our  planning  manual  the  specifications  relat- 
ing to  airway-highway  clearances  which  concern  the  design  of  our  high- 
ways near  airports,  which  the  committee  may  have. 

Mr.  Langsner,  here,  can  answer  auy  questions  regarding  the  de- 
tailed specifications. 

Farr:  I  might  a.sk  you  a  question.  There's  a  situation  illustrated 
by  that  photograph — I  believe  that's  the  Visalia  airport.  I'm  going 
to  ask  Mr.  Brvson,  our  committee  adviser,  to  explain  a  little  bit  about 
this. 

Bryson:  Yes,  let's  look  at  the  airport,  see  the  line,  that's  a])proxi- 
mately  about  how  much  of  the  runway  that  you  have  lost  tlirough 
the  interchange,  and  before  the  interchange  that  runway  was  all  iise- 
able.  Now,  approximately  where  that  line  goes  across  the  runway,  is 
what  is  not  useable  on  landing  aircraft. 

Far:  How  much  of  the  runway  did  that  {n\w  oil',  do  you  know? 

Bryson :  I  believe  it  was  800  feet. 

Rhyner:  .Senator,  I  am  unable  to  give  you  the  facts  on  the  Visalia 
airport  matter.  Mr.  Bryson  mentioned  it  to  me  over  the  phone  yester- 
day, Ave  went  to  tlie  fih-  and  it  was  in  the  State  Areliives.  Apparently 
this  happened  several  years  ago.  I  do  knoAV  from  hearsay,  and  believe 
me,  it's  purely  hearsay,  that  I  had  understood  that  we  had  paid  the 
airport  people  money  to  extend  their  strip  on  the  other  side.  Noav 
T  don't  know  whether  that's  the  case  or  not.  I  can  do  tliis,  however. 
We  can  get  the  comjilete  facts  on  tl)e  situation  as  Ave  have  them,  and 
transmit  them  to  the  committee  in  the  next  few  (Uiys.  In  that  Avay, 
Ave'll  l)e  sure  avc  know  Avhat  Ave 're  talking  about. 

Farr:  Let  me  ask  you  this.'  V(mr  Division  of  HighAvays,  as  a  matter 
of  fart  inider  Senate  Resolution  2(1,  you  have  made  a  master  plan  of 
the  frecAvays  in  California,  to  be  presented  to  tlie  State  lligliAvay  Com- 
mission, is  that  right? 
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Rliyner :  That  was  presented  to  the  State  Leg'ishiture,  the  Joint 
Interim  Committee  on  Ili^hway  Problems,  Senator.  And  tliat  commit- 
tee is  now  holding  hearings  throughout  the  State  on  that  matter,  in 
fact,  they'll  be  in  Los  Angeles  next  week.  And  that  committee,  the 
joint  legislative  committee,  will  tlien  make  its  recommendation  to  the 
Legislature. 

Farr:  In  prejiaring  that,  has  there  been  any  inventory  of  airports, 
or  any  work  with  the  State  Aeronautics  Commission  with  respect  to 
various  airports  and  how  these  freeways  will  affect  airports? 

Rhyner :  I  don 't  know  that  there  has  been  any  specific  work  with 
the  State  Aeronautics  Commission.  I  Imow  that  we  received  detailed 
reports  from  every  city  and  every  county  in  the  State  on  that  matter, 
and  presumably  those  local  agencies  took  the  airport  problems  into 
consideration  along  with  all  the  otliet-  many  problems  involved,  Sena- 
tor. There  again,  maybe  Mr.  Langsner  can  answer  that.  Do  you  know? 

Langsner:  I'm  not  familiar  with  the  details  of  the  SCR-26  study. 
However,  the  study  is  of  a  general  system  of  highways  without  pin- 
pointing a  location  and  part  of  the  factors  in  the  overall  study  were 
the  location  of  military  and  large  public  airfields  as  part  of  the  trans- 
portation needs  of  the  State. 

Bryson :  There  hasn't  been  anything  incorporated  into  the  plan 
which  would  make  provision  for  landing  strips  within  these  interchange 
areas?  Actually,  if  you  have  extended  this  runway  and  paid  for  it, 
you  have  protected  the  north  approach  of  this  airport  with  your  inter- 
change, which  could  be  done  on  numerous  interchanges  throughout 
the  State,  with  the  purchase  of  a  small  amount  of  additional  land,  you 
could  put  landing  strips  in  all  these  interchanges,  Avithout  too  much 
trouble.  Has  that  been  in  the  study  of  highways  and  freeways? 

Rhyner :  Mr.  Bryson,  as  far  as  Senate  Concurrent  Resolution  No.  26 
study  is  concerned,  that  study  just  went  to  the  general  picture  of  free- 
ways within  the  State.  For  instance,  a  freeway  running  down  the  east 
side  of  San  Joaquin  Valley.  It  did  not  say  a  freeway  will  go  through 
Visalia,  for  instance,  or  any  other  place. 

Farr  :  Did  not  pinpoint  an,y 

Rhyner:  They're  not  pinpointed  at  all.  So  as  far  as  that  study  is 
concerned,  the  answer  would  be  no.  Now  as  far  as  pinpointing  a  loca- 
tion for  a  freeway  after  the  Legislature  has  laid  out  the  route,  let  me 
back  up  a  little  bit,  if  I  may; 

The  Legislature,  first  of  all,  adopts  the  route  for  a  freeway;  they 
say  that  we  will  have  a  freeway  running  from  Sacramento  to  San 
Francisco,  for  instance,  and  then  studies  are  made  to  determine 
exactly  w^here  that  freeway  will  be  by  the  Department  of  Public  Works. 
Hearings  are  held,  consultations  are  had  wdth  all  local  agencies.  Then, 
as  Senator  Farr  said,  the  location  is  pinpointed.  Now,  in  pinpointing 
that,  I  am  sure  that  airstrips  and  airports  are  considered.  They  would 
have  to  be.  Mr.  Langsner  can  probably  give  you  more  detailed  informa- 
tion on  that. 

Bryson :  Actually  what  I  'm  getting  at  is,  could  an  airport  survey  be 
incorporated  into  this  study  v\^he]i  you  lay  out  your  plan  for  additional 
facilities  ? 

Langsner :  I  think  there  would  be  considerable  interference.  For  in- 
stance, I  assume  you  think  of  the  possibility  of  having  a  landing  strip 
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in  the  middle  of  an  interchange.  I  don't  think  that's  a  feasible  use. 
You'd  be  hemming  your  landing  strip  around  with  roads.  The  matter 
of  getting  access  in  and  out  is  concerned,  and  our  interchanges,  with 
all  the  maze  we  have,  would  run  into  a  lot  of  acres,  a  lot  of  roads.  "We 
have  interchanges  that  take  approximately  80  acres,  but  that's  a  con- 
siderable maze  of  roads,  and  listening  to  the  testimonj^  of  some  of  the 
men  earlier  with  private  airports,  they  take  50  acres  and  possibly  have 
onl}^  one  or  two  strips  running  at  right  angles.  The  area  tliat  we're 
involved  in  is  not  sufficient,  as  far  as  1  can  tell,  for  airport  purposes. 

Bryson :  What  I  was  getting  at,  was  a  little  additional  land  with 
what  your  wasteland  is  on  these  interchanges,  that  wouldn't  it  be 
possible  to  put  landing  strips  in  some  cases? 

Langsner:  I  don't  know  wliat  you  mean  by  wasteland. 

Bryson:  For  instance,  what  would  you  do  Avith  this  land  if  there 
was  no  airport,  in  other  words  it  would  be  agricultural  land;  there's 
no  Avay  to  get  on  this  interchange  from  this  area  here,  and  you  have  to 
go  back  in  here  somewhere. 

Langsner:  I  believe  that  in  Visalia,  there's  a  connection  on  to  the 
highway. 

Brj'son:  Well,  this  is  the  area  that  I'm  talking  about,  wliere  this 
airport  just  happens  to  lay,  could  be  usable  for  airi)ort  purposes  on 
other  interchanges. 

Langsner:  Well,  that  is  not  the  State's  riglit  of  way.  This  is  the 
freeway  and  there's  a  fence  all  along  in  through  here,  all  the  Avay 
around,  and  we  wouldn't  acquire  any  more  of  tliis  property  in  here 
outside  of  the  right  of  way  that  is  required  for  highway  purposes.  We 
would  pay  for  the  loss  of  access,  but  we  Avouldn't  buy  a  piece  across 
here,  if  we  didn't  need  it  for  hijzhway  purposes,  only  in  the  eveiit  that 
this  property  in  here,  we  take  one-half  or  two-tliirds  of  it  so  that  this 
as  a  remainder  was  not  usable.  We  would  be  paying  such  liigh  sever- 
ance to  it. 

Farr:  Mr.  Langsner,  you  may  have  the  answer  to  this  question,  but 
I  recall  Mr.  Watts  of  Capitol  Sky  Park  over  in  Yolo  County,  saying 
that  there  was  contemplated  a  freeway  going  through  there.  Now  I 
don't  know  if  you  would  be  familiar  with  the  details  of  it,  but  Avhat 
if  there  is  a  private  airport  and  yon  decide  to  ]nit  a  freeway  through 
the  airport.  Does  the  Department  of  Public  Works  determine  whether 
or  iu)t  that  airport  is  necessary  ? 

Rhyner:  Senator,  as  you  knoAv,  in  pinpointing  a  location  of  a  free- 
way, there  are  a  great  many  factors  that  have  to  be  considered,  air- 
ports are  certainly  an  important  one,  your  schools,  churches,  commer- 
cial zones,  your  residential  zones,  industrial  places.  They  are  all  ex- 
ceedingly important.  Now  last  February  the  Highway  Commission 
pa.ssed  a  resolution  whereby  it  now  requires  the  Division  of  Highways 
to  contact  as  soon  as  studies  for  any  pinpointing  are  started  all  local 
agencies  and  get  their  views  on  it.  After  those  views  are  obtained,  and 
enough  information  has  been  gathered  to  talk  intelligently,  hearings 
are  held  where  these  people  who  are  concerned,  the  church  people,  your 
commercial  i)eople,  your  airjiort  owners,  can  come  in  and  say  what 
they  feci  about  it,  and  we  in  Ihe  commission  want  to  hear  from  them. 
Now  all  tho.se  factors  liave  to  be  considered,  and  certaitdy  tliey  will  be, 
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Senator.  The  eomiuission  has  said  that  they  will,  and  rest  assured  that 
they  will  be  considered  in  arriving  at  pinpointing  of  the  location. 

As  far  as  Mr.  Watts  is  concerned,  jnst  p:nessing,  from  the  location 
of  his  airport,  I  believe  that  the  Delieu  Cather  report,  which  was  a 
study  of  hig'hwnys  made  in  conjunction  Avitli  the  City  of  Sacramento, 
the  County  of  Sacramento  and  the  State  Division  of  IIif>hways,  by  a 
private  agency,  recommended  a  bypass  of  Highway  4(3  around  the 
north  part  of  Sacramento  which  might  come  near  or  through  possibly 
his  airport.  He  can  rest  assured,  however,  that  that  location  is  not  pin- 
pointed, and  will  not  be  ])inp()inted  until  local  agencies  have  been 
contacted  and  hearings  have  been  held. 

Murphy :  In  regard  to  that,  I  had  occasion  to  talk  to  the  Yolo  Plan- 
ning Connnissioners  office  yesterday,  and  they  showed  me  their  detailed 
master  plan,  and  it  starts  over  at  the  Safeway  Store  on  40,  then  went 
up  to  Raley's,  and  it  just  cuts  the  runway  right  off.  Are  you  familiar 
with  that,  Mr.  Watts?  Or  have  you  seen  that  master  plan? 

Watts :  I  have  not  seen  it,  but  I  have  heard  that  was  in  effect,  and 
that  location  was  moved.  It  initially  came  at  the  extreme  west  end  of 
the  runway,  and  then  because  of  the  buildings  down  there,  it  w^as 
moved  to  cut  the  runway  precisely  in  half. 

Rhyner :  This  was  the  Yolo  County  master  plan  ?  I  'm  not  familiar 
with  it,  or  how  it  was  developed.  Do  you  know  anything  about  it, 
Mr.  Langsner  ? 

Langsner:  I  don't  know  anything  about  how  the  master  plan  was 
developed,  but  an  indication  on  a  master  plan  of  a  city  doesn't  neces- 
sarily mean  that  that  is  the  location  the  Highway  Commission  will 
adopt  as  the  route, 

Farr :  Anyway,  for  Mr.  Watts '  sake,  he  will  have  an  opportunity  to 
appear  at  a  public  hearing  to  make  a  protest  as  to  how  it  adversely 
affected  his  airport,  before  it  is  pinpointed. 

Rhyner  :  Any  state  highway,  that  is  correct. 

Farr  :  Thank  you  very  much.  Mr.  C.  0.  Brandt. 

Mr.  C.  0.  Brandt  briefly  described  the  Chico  Municipal  Airport  and 
advised  that  the  city  had  purchased  clear  zones,  thereby  eliminating 
their  zoning  problems. 

Farr :  We  appreciate  very  much  your  being  here.  Is  there  anyone 
else  here  who  has  anj^thing  they  would  like  to  say  to  the  committee? 

I'd  like  to  ask  Mr.  Lipman  if  he  would  come  up  just  a  minute. 
Mr.  Lipman  is  in  the  local  planning  advisory  office  of  the  Department 
of  Finance.  Do  you  have  any  comments  to  make  ? 

Lipman:  Well,  Senator,  of  course  we  have  no  prepared  statement, 
and  came  in  as  observers,  but  I  have  listened  with  interest  to  the 
part  of  the  testimony  that  I've  heard  this  afternoon,  and  there  are 
one  or  two  points  that  if  I  may,  I  would  like  to  comment  on  briefly. 

The  first  thing,  as  I  came  in  I  noticed  that  Mr.  Barnett  was  men- 
tioning that  some  group  of  planners  that  he  has  talked  with  had  re- 
fused to  work  with  him  or  aid  him  in  developing  airport  zoning  stand- 
ards, or  something  to  that  effect.  I  would  like  to  get  a  chance  to  look 
at  that  transcript,  perhaps  and  see  in  full  what  he  said,  but  I  don't 
really  feel  that  on  the  part  of  professional  planners  themselves  that 
that  is  the  case.  As  far  as  we  know  in  the  state  office,  airport  zoning 
is  not,  and  perhaps  unfortunately,  a  matter  of  first  importance  to  our 
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knowledpo.  except  in  cei'tain  commnnities,  but  in  o-eneral  it  is  recog-- 
nized  as  a  land  nse  that  has  a  special  nature.  It's  been  a  problem  both 
to  the  private  small  type  of  aircraft  facility  and  with  the  larp-e  installa- 
tions such  as  Sunnyvale,  Moffett  Field  and  the  new  Lemoore  station. 

There  has  been  a  chang:e  in  aircraft  since  World  War  II,  longer 
strips,  jet  planes,  etc.,  have  created  all  kinds  of  problems,  and  it's  not 
a  problem  which  a  planning  agency  in  any  part  of  the  State  w^ould 
ignore,  particularly  if  they  were  approached  by  Mr.  Barnett  or  a  mem- 
ber of  tlie  Aeronautics  Commission.  I'd  like  to  make  that  point. 

Now,  one  other  thing,  and  Mr.  Ilanley  made  this  point,  in  that  so 
far  as  the  airport  facility  is  hampered  or  finds  itself  in  difficulty  in 
terms  of  land  use  or  assessment,  it  is  no  different  really  from  agricul- 
tural land  or  to  a  certain  extent  land  suitable  for  industrial  use.  Flat 
land,  well  drained,  etc.,  has  been  considered  its  first  and  best  use  in 
subdivision,  and  all  kinds  of  pressure  has  been  brought,  it's  no  secret, 
to  make  that  land  available  for  subdivision,  and  airports,  land  suited 
for  industrial  use  and  prime  agricultural  land  have  all  suffered  be- 
cause of  this.  This  is  part  of  the  experience  of  the  last  eight  or  ten 
years  in  California  as  far  as  land  use  is  concerned  and  protection  is 
partly  a  matter  of  plan  as  the  gentlemen  from  Fresno  said,  a  com- 
prehensive plan,  .you  get  zoning,  the  public  agency  that's  involved, 
the  public  aircraft  facility  that's  involved,  buy  land  for  these  clear 
zones  and  navigational  casements,  etc.,  then  you  can  protect  it. 

But  zoning  itself,  at  a  local  level,  I  don't  think  has  proved  success- 
ful in  protecting  private  facilities.  From  the  testimony  I  have  heard, 
private  aviation  is  a  growing  industry,  and  I  think  that  from  a  land 
use  standpoint,  there's  got  to  be  provision  made  for  a  larger  number  of 
private  small  flying  facilities,  whether  public  or  private  is  not  for  me 
to  say,  but  the  difference  between  large  airplane  operations  and  pri- 
vate, small,  executive-type  operations  is  so  great  that  there  is  going 
to  be  a  need  for  small  aircraft  facilities  and  they  need  to  be  fitted  into 
a  city,  or  county,  or  metropolitan  area  land  use  plan,  and  as  well  as 
any  other  land  use.  They're  a  legitimate  use,  and  require  protection. 
Now,  how  you're  going  to  protect  that,  I'm  not  prepared  to  say,  but 
I  don't  think  that  local  zoning  as  we  have  it  now  is  sufficient.  That's 
my  own  personal  opinion. 

Farr:  The  local  planning  advisory  office,  acting  as  sort  of  clearing 
house,  is  collecting  master  plans  of  various  cities  and  counties  through- 
out California,  is  that  correct? 

Lipman  :  Tliat  is  coi-rect,  Senator;  it's  a  contiiuiing  function  of  our 
office. 

Farr :  Are  they  showing  provisions  for  airports  ? 

Lipman :  To  a  degree.  However,  I  would  say  that  perhaps  not  even 
a  majority  of  the  plans  have  indicated  aircraft  facilities,  in  many  cases. 
They  are  the  small  connnnnities  which  do  not  have  them,  while  the 
detailed  land  use  plans  may  show  existing  private  facilities.  I  would 
say  tliaf  in"s1  local  jurisdictions,  and  particularly  most  of  them  in  Cali- 
fornia, have  not  projected  flying  facilities  for  public  use.  Land  uses  on 
a  master  plan  M-ill  show  }irospective  residence,  or  industrial,  but  any 
airport  facilities,  except  very  large  ones,  are  not  on  a  master  plan, 
unless  they  have  a  separate  program,  such  as  co-ordinated  with  several 
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adjacent  cities  and  counties,  snch  as  tlie  Bay  area  did  in  1948,  in  their 
master  plan,  but  we  don't  get  these  on  individuals. 

Farr:  Do  yon  feel  airports  are  important  in  })lanniu}j;' ? 

Lipman :  Absolutely,  airways  are  an  integral  part,  as  one  of  the 
other  gentlemen  said,  of  the  transportation  system,  and  I  think  we  are 
only  beginning  to  realize  like  you  said  that  along  with  major  inter- 
national airports,  that  the  small  aircraft  facilities,  whether  public  or 
private,  are  an  essential  part,  or  will  become  an  essential  part  of  the 
transportation  in  California. 

Brysou :  Do  you  make  any  approadi  to  considering  aerial  contours 
in  your  plans? 

Lipman :  Well  I  guess  you  would  have  to  say  that  our  agency  is  not 
doing— or  has  not  yet  been  given  the  authorization  to  do — this  kind 
of  work.  We  have  not,  or  we  do  not  do,  that  kind  of  j)lanning  at  this 
time.  Our  main  job  at  present  is,  we  are  authorized  by  the  Legislature 
to  stimulate  city  and  county  planning,  regional  planning,  and  to  pro- 
vide some  co-ordination  services  between  various  state  agencies  engaged 
in  public  works  and  planning. 

Bryson :  When  3'on  assist  these  local  people  in  their  planning,  do 
you  make  suggestions  ? 

Lipman:  To  take  into  account  airwa}^  facilities? 

Bryson :  Concerning  contours  of  the  ground,  contours,  if  an  airport 
was  zoned,  and  you  wanted  to  build  on  some  area  of  the  approach  zone, 
you  w^ould  know  the  elevation 

Lipman :  Generally  sir,  that  is  a  more  detailed  kind  of  planning  than 
we  are  accustomed  to  advising  people  about,  but  if  we  were  approached 
by  the  Aeronautics  Commission  to  bring  to  the  attention  of  local  plan- 
ning agencies,  certain  elements  of  aviation  that  would  affect  their  mas- 
ter planning,  and  I  might  say,  that  in  this  connection.  Senator,  if  we 
can  be  of  any  help  in  evaluating  current  aviation  zoning  as  done  by 
local  agencies,  or  in  any  way,  we  would  be  happy  to  do  so,  based  on 
the  information  we  could  gather  from  all  local  jurisdictions. 

We  have  not  had  much  occasion,  in  connection  wdth  our  regional 
study,  but  we  have  had  some  contact  and  had  fine  co-operation,  and 
in  our  work  not  much  to  do  with  the  Aeronautics  Commission  yet.  We 
would  be  happy  to  assist  if  we  can; 

Farr:  Does  anyone  else  have  any  comment?  If  not,  we  appreciate 
very  much  the  testimony  you  have  given  here  today,  and  your  coming 
in,  and  hope  that  it  w'ill  be  of  assistance  to  the  committee  in  coming 
up  with  some  desirable  legislation. 


APPENDIX  D 

HEARING  ON   FINANCIAL  RESPONSIBILITY 

September  3,  1958,  Lomita,  California 

The  meeting  was  called  to  order  by  the  chairman,  Senator  Stephen  P. 
Teale,  who  stated  that  at  the  1957  Session  of  the  Legislature,  Senate 
llesohition  No.  77  was  adopted,  which  created  the  Senate  Interim  Com- 
mittee on  Aviation  and  directed  the  committee  to  ascertain,  study  and 
analyze  all  facts  relating  to  the  aviation  industry  in  this  State. 

Senator  Teale  stated  that  the  State  of  California  has  no  jurisdiction 
over  the  control  of  aircraft  in  flight  or  allocation  of  airspace  above  the 
State,  this  being  a  federal  function  by  virtue  of  a  law  which  was  signed 
into  being  last  j'car.  However,  one  of  the  specific  problems  that  this 
committee  is  studying  is  the  feasibility  and  need  for  an  aircraft  finan- 
cial responsibility  law.  Prior  to  this  hearing,  this  committee  determined 
that  four  states  now  have  such  a  law,  namely,  ]\lichigan,  Illinois,  ^lassa- 
chusetts  and  New  Hampshire.  In  all  instances  in  order  to  apply  the  law, 
it  has  been  necessary  to  pass  additional  legislation  registering  both  air- 
craft and  pilots.  It  is  hoped  that  this  meeting  will  bring  out  the  neces- 
sary facts  so  that  the  committee  may  determine  what  action  should  be 
taken  when  the  Legislature  reconvenes  in  1959. 

Members  of  the  committee  who  Avere  present  were  introduced :  Sena- 
tor Teale,  Chairman ;  Senator  Fred  S.  Farr  from  Monterey  County ; 
Robert  Br^'son,  Executive  Secretary;  Patrick  Murphy,  Counsel  for  the 
Committee.  Sitting  in  wath  the  committee  were  Assemblyman  Vincent 
Thomas;  Richard  E.  Gardella,  Deputy  Legislative  Counsel,  and  Mrs. 
Rodemilovicli,  Secretary  to  Assemblyman  Thomas. 

The  first  witness  was  Assemblyman  Thomas. 

Thomas :  Mr.  Chairman,  first  of  all  I  appreciate  your  committee  com- 
ing to  Lomita  for  this  hearing.  The  people  in  this  area  consider  the  lack 
of  an  aircraft  financial  responsibility  law  a  serious  problem.  It  has  been 
my  thinking  to  support  this  kind  of  legislation,  and  at  the  same  time 
introduce  a  bill  on  this  subject. 

So,  Mr.  Chairman,  I  would  appreciate  it  if  we  have  the  Legislative 
Counsel  present  his  aual3'sis  of  the  uniform  aircraft  financial  responsi- 
bility act. 

Mr.  Gardella,  Deputy  Legislative  Counsel,  presented  the  following 
analysis  of  the  uniform  act: 

ANALYSIS   OF    UNIFORM   AIRCRAFT   FINANCIAL    RESPONSIBILITr   ACT 

Approved  and  recommended  in  1954  for  enactment  by  all  states  by 
National  Conference  of  Connnissioners  on  Uniform  State  Laws. 

Main  purpose  is  to  provide  greater  incentives  to  owners  and  opera- 
tors of  aircraft  to  provide  for  their  financial  responsibility  by  taking 
out  liability  insurance  or  otherwise  before  they  operate  and  to  require 
them  to  pay  claims  arising  out  of  accidents  resulting  from  the  operation 
of  aircraft  iu  absence  of  insurance.  Alternative  courses  open : 
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First,  owner  or  operator  may  take  out  liability  insurance  before  he 
operates  aircraft  or  before  it  becomes  involved  in  an  accident. 

Second,  if  owner  or  operator  is  not  covered  by  liability  insurance 
and  becomes  involved  in  accident  of  sufficient  seriousness  to  set  security 
provisions  into  operation,  he  may  post  sufficient  security  to  cover  loss 
for  which  he  later  may  be  found  liable  or  become  a  self-insurer  or  f?ive 
up  operatiiii;-  privilecres  until  liability  determined  by  judgment  and 
judgment  paid  or  satisfied. 

Not  a  compulsory  insurance  law. 

Sec.  1.  Definitions.  Defines  certain  terms  used  in  the  act,  including 
the  following:  aircraft,  judgment,  nonresident's  operating  privilege, 
operator,  owner,  passeiiger,  person,  registration,  resident's  operating 
privilege,  notification,  state,  and  claimants. 

Sec.  2.  Administration.  Provides  for  making  of  rules  and  regula- 
tions and  for  review  of  administrative  action. 

Sec.  3.  Report  Following  Accident.  Where  person  killed  or  in- 
jured or  property  damaged  in  excess  of  $100  in  aircraft  accident,  re- 
]')ort  of  accident  to  be  filed  within  48  hours  with  administrative  agency 
by  operator,  owner,  passenger  or  legal  representative  of  operator  or 
owner. 

Sheriff  of  county  in  which  accident  occurs  also  to  notify  agency  in 
writing  within  48  hours  after  learning  of  accident. 

Sec.  4.  Security.  Not  later  than  30  days  after  receipt  of  accident 
report,  agency  to  determine,  by  order,  amount  of  security  (within 
limits  specified  by  Sec.  5)  it  deems  sufficient  to  satisfy  any  judgment 
for  damages  resulting  from  accident  which  may  be  recovered  against 
each  owner  or  operator. 

Agency  to  suspend  registration  or  right  to  operate  aircraft  if  security 
in  such  amount  not  deposited  for  benefit  of  owner  or  operator  within 
30  days  after  entry  of  order. 

Agency  may  waive  suspension  with  written  consent  of  all  claimants. 

Requirements  as  to  security  and  suspension  inapplicable  to  follow- 
ing :  Operator  or  owner  of  aircraft  who  agency  determines  is  not 
responsible  for  accident ;  operator  or  owner  of  aircraft  which  was  sta- 
tionary at  time  of  accident,  without  passengers  thereon  or  passengers 
boarding  or  alighting  therefrom,  and  which  was  parked  in  area  legally 
used  for  aircraft  parking  and  without  engine  running ;  owner  of  air- 
craft operated  or  parked  at  time  of  accident  without  his  permission; 
owner  or  operator  of  aircraft  covered  by  accident  or  liability  policy; 
self-insurer  or  any  person  acting  for  him ;  person  who  files  satisfactory 
evidence  with  agency  that  he  has  either  been  released  from  liability, 
been  adjudicated  as  not  liable,  or  has  executed  written  agreement  with 
all  claimants  for  payment  of  specified  amount. 

Sec.  5.  Requisites  of  Insurance  Policy  or  Bond.  Bond  or  policy 
not  efl^ective  for  purposes  of  Section  4  unless  issued  either  by  company 
authorized  to  do  business  in  State  or  bj''  company  not  so  authorized 
which  agency  finds  affords  adequate  protection  and  which  has  filed 
with  agency  power  of  attorney  authorizing  agency  to  accept  service  on 
its  behalf  in  any  action  upon  the  bond  or  policy. 
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Bond  or  policy  must  provide  the  following  coverage : 

(a)  AYliere  accident  results  in  bodily  injury  to  or  death  of  person 
not  passenger,  not  less  than  $5,000  for  one  i)erson  nor  less  tlian  $10,000 
for  two  or  more. 

(b)  Where  a-cident  involving  aii'craft  operated  for  hire  results  in 
bodily  injury  to  or  death  of  })assenger,  not  less  than  $10,000  for  one 
person  and  not  less  than  $10,000  multiplied  l)y  number  of  passenger 
seats  for  two  or  more. 

(c)  Where  accident  invdving  aircraft  not  oi)erated  for  hire  results 
in  bodily  injury  to  or  death  of  passenger,  not  less  than  $5,000  for  one 
person  nor  less  than  $5,000  midtiplied  by  number  of  passenger  seats 
for  two  or  more. 

(d)  Where  accich^it  results  in  damage  to  or  destruction  of  property, 
$5,000.  Not  applicable,  however,  to  property  owned,  rented,  occupied 
or  used  by  owner  or  operator  or  r;irried  in  or  on  aircraft. 

Coverage  unnecessary  for  injury  or  death  of  employee  of  owner  or 
operator  or  for  obligation  for  wliich  there  may  be  liability  under  work- 
men's compensation  law. 

Sec.  (i.  Duration  of  .Sus})ension.  Suspension  to  continue  until  one 
of  following  occurs : 

(a)  Security  is  deposited  as  required  by  Section  4. 

(b)  Year  elapses  since  date  of  suspension  and  satisfactory  evidence 
is  filed  with  agency  that  during  such  time  no  action  for  damages 
arising  out  of  accident  filed. 

(c)  Satisfactory  evidence  is  file  1  Avith  agency  of  release  from  lia- 
bility, judgment  of  noidiability  or  written  agreement  with  all  (daimants 
providing  for  payment  of  agreed  amount  with  respect  to  all  claim  for 
injuries  or  damages  resulting  from  accident. 

(d)  Satisfactory^  evidence  is  filed  Avith  agency  that  judgnuMit  for 
damages  has  been  satisfied  in  full  or  there  has  been  paid  an  amount 
equal  to  applicable  limits  set  forth  in  Section  5. 

(e)  Written  consent  is  filed  with  agency  by  all  rlaimants  and  su/ii 
consent  is  appi-oved  by  agency. 

Sec.  7.  Self-insurer.  Provides  for  issuance  and  revocation  of  ccu*- 
tificates  of  self-insurance. 

Sec.  8.  Nonresidents  and  Reciprocity,  (a)  Nonresident  operator 
or  owner  of  aircraft  involved  in  accident  in  State  not  to  be  given  a 
certificate  of  registrfitioii  or  jdlowed  operating  i)i'ivilege  until  compli- 
ance with  law. 

(b)  When  nonresident's  opiM'atiiig  jirivilege  susjiended,  agency  to 
send  certified  copy  of  record  of  such  action  to  agency  regulating  opera- 
tion of  aircraft  in  state  in  whicli  iionresichMit  i-esides,  if  law  of  that 
.state  similar  to  that  in  (c)  below. 

(c)  Agency  to  suspend  registration  or  operating  ju-ivilege  of  resident 
upon  receipt  of  certification  that  operating  privil(>ge  of  sui-h  person 
has  been  snspended  or  revokiMl  in  another  state  ]>ursuant  to  law  pro- 
viding for  susj-x'nsion  or  revocation  for  failure  to  deposit  security  for 
l)ayment  of  judgments  arising  out  of  aircraft  accident,  under  circum- 
stances reijuiring  agency  to  suspentl  nonresident's  operating  i")rivilege 
had  accident  oc  nrred  in  this  State.  Susjiension  to  continue  in  case  of 
resident  until  he  furnishes  evidence  of  compliance  with  security  re- 
quirements. 
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Sec.  9.  Form  and  Aiuouiil  of  Sccui-ily.  Security  luust,  be;  in  toriii 
of  cash  or  securities  in  aiiKiiiiit  r('(|iii red  by  agency  but  Jiot  in  excess  of 
limits  specified  in  Section  5. 

Provision  niad(>  for  i-e(hieing'  oi-  iiici-easiug  amount  of  security  upon 
notice. 

Sec.  10.  (Custody,  Disposition  and  Ixelurn  oL'  Security.  Security 
deposited  to  be  phiced  in  custody  of  State  Treasurer  and  released  only 
on  certificate  of  agency  that  judgment  against  person  making  deposit 
has  been  paid,  that  claim  has  b(Hm  otherwise  satisfied,  or  that  other 
security  has  been  substituted. 

Sec.  11.     Use  of  Administrative  Records  in  Other  Proceedings. 

See.  12.  Prohibited  Transfer.  No  transfer  of  aircraft  registration 
where  owner's  registratii)n  has  been  suspended  to  be  deemed  valid  or 
accepted  by  agency,  uid(>ss  transferor  or  transferee  demonstrates  to 
agency's  satisfaction  tluit  transfer  is  bona  fide  and  not  to  defeat  pur- 
pose of  law. 

Sec.  13.  Surrender  of  Registration.  Registration  certificates  to  be 
immediately  surrendered  or  returned  to  agency  when  registration 
suspended. 

Sec.  14.  Violations.  Misdemeanor  to  knoAvingly  refuse  or  fail  to 
make  accident  report  required  by  Section  3,  to  make  false  statement  or 
representation  of  material  fact  in  report  to  or  written  instrument  filed 
with  agency,  to  operate  aircraft  after  operating  privilege  suspended 
or  revoked,  or  to  willfully  fail  to  return  registration  as  required. 

See.  15.     Inapplicability  of  Law.     Law  not  applicable  to  following: 

(a)  Aircraft  owned,  operated  by  or  leased  to  and  subject  to  sole 
control  of  IT.  S.,  or  any  state  or  otlier  public  agency,  domestic  or 
foreign. 

(b)  Aircraft  owned  or  operated  by  public  air  carrier  engaged  in 
regularly  scheduled  interstate  or  foreign  air  transportation  for  hire. 

Sects.  16-23.  These  sections  contain  provisions  of  technical  or  ad- 
ministrative character. 

AMALYS9S   OF   SOUTH    CAROLINA   UNIrORM   STATE    LAW   FOR   AERONAUTSCS 

(Chapter  1,  Article  1) 

Sec.  2-6:  Liabditv  for  Damages  (1942  Code  S.  7104;  1932  Code  S. 
7104;  1929  (36)  220;  1946.(44)  1371).  Owner  of  aircraft  operated 
over  land  or  water  of  state  made  absolutely  liable  for  injuries  to  per- 
sons or  property  on  land  beneath  caused  by  ascent,  descent  or  flight 
of  aircraft  or  dropping  or  falling  of  any  object  therefrom,  unless  injury 
caused  by  negligence  of  person  injured  or  owner  or  bailee  of  property 
daiuiaged. 

If  aircraft  leased,  both  owner  and  lessee  jointly  and  severally  liable. 

Operator  of  aircraft  who  is  not  owner  or  lessee  is  liable  only  for 
consequences  of  own  negligence. 

Injured  person  or  owner  or  bailee  of  damaged  property  given  lien 
on  aircraft  involved  to  extent  of  amount  of  damage  caused. 

Sec.  2-7:  Collisions  (1942  Code  S.  7105;  1932  Code  S.  7105;  1929 
(36)  220).  Liahility  of  owner  of  aircraft  to  owner  of  another  aircraft 
or  to  operator  or  passenger  of  either  for  damage  caused  by  collision 
on  land  or  in  air  determined  by  rules  of  tort  law  applicable  on  land. 
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Sec.  2-8:  Crimes  or  Torts  (1942  Code  S.  710G;  1932  Code  E.  7106; 

1929  (36)  220).  Crimes,  torts  and  other  wrongs  committed  by  or 
against  operator  or  passenger  Avliile  in  flight  over  state  governed 
by  laws  of  state. 

Sec.  2-9:  Contracts  (1942  Code  S.  7107;  1932  Code  S.  7107;  1929 
(36)  220).  All  contractual  and  other  relations  entered  into  by  aero- 
nauts or  passengers  while  in  flight  over  slate  have  same  effect  as  if 
entered  into  on  land  beneath. 

Sec.  2-21:  Guests  (1942  Code  S.  5908;  1932  S.  5908;  1930  (36) 
1164;  1935  (30)  356).  Person  transported  as  guest  without  paymeiit 
has  no  cause  of  action  for  damages  against  owner  or  operatoi-  unless 
accident  results  from  intentional,  heedless,  or  reckless  acts. 

Sec.  2-22:  Public  Carriers  (1942  Code  S.  5908;  1932  Code  S.  5908; 

1930  (36)  1164;  1935  (39)  356).  Section  2-21  has  no  application 
where  injuries  sustained  by  passenger  of  public  carrier. 


Thomas:  I  want  to  ask  one  question.  Did  3'ou  have  a  chance  to  look 
at  Senate  Bill  No.  645,  of  the  1957  session?  Is  there  anything  in  this 
particular  bill  that  is  not  covered  in  previous  acts  that  have  been 
explained? 

Gardella  :  That  l)ill  is  largely  based  on  tlie  uniform  act;  it  is  my 
understanding  and  knowledge  that  it  covers  everything  that  is  in  the 
uniform  act.  It  goes  on  to  name  certain  other  provisions  which  are 
expanded  and  has  broader  coverage;  however,  it  doesn't  cover  the 
provisions  that  are  noted  under  the  South  Carolina  law  which  are 
already  covered  by  California  law. 

Farr :  Mr.  Gardella,  on  page  4  of  your  analysis,  you  refer  to  no 
transfer  of  aircraft  registration.  I  don't  see  any  definition,  is  that 
done  by  administrative  regulation? 

Gardella :  Registration  is  covered  by  the  uniform  act,  this  particular 
section  was  left  out  when  Massachusetts  adopted  the  act,  but  they 
didn't  have  registration.  The  registration  of  aircraft  would  come  under 
a  separate  law.  It  is  j)rovided  for  either  by  rule  or  in  the  uniform  act. 

Farr:  But  if  the  uniform  act  applies,  there  would  be  registration  of 
aircraft .' 

Gardella :  The  uniform  act  assumes  it  in  part,  as  it  is  drafted ;  it  has 
alternative  provisions,  covering  registration. 

]\Iurphy :  Do  you  feel  that  the  financial  responsibility  law  as  pro- 
posed under  the  uniform  commissions  proposal  would  be  practical 
without  a  registration  of  aircraft,  or  registration  of  pilots? 

Gardella:  It  does  j)rovide  for  the  suspension  of  the  operating  privi- 
lege. It's  a  misdemeanor  to  violate  that  suspension  by  the  court  or 
administrative  agency.  To  lliat  extent  it  is  as  enforceable  as  vehicle 
drivers  license  suspension.  To  the  extcjit  that  registrations  have  to  be 
suspended  and  turned  into  the  court,  if  there  is  no  state  registration, 
you  couldn't  enforce  it  to  that  extent.  Tt  may  be  difficult  to  enforce 
the  uniform  act  without  I'cgist ration. 

Murphy:  In  other  words,  the  program  would  be  workable  without 
it,  l)Ut  would  ])e  nnich  easier  to  enforce  with  a  registration  law. 

Gardella:  Depending  on  such  rules  as  may  be  adopted.  I  couldn't 
go  into  that. 
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Teale:  Thank  you  for  your  analysis,  Mr.  Gardella.  The  next  witness 
is  Mr.  Don  Bowker. 

Bowker:  My  name  is  Don  Bowker;  I'm  an  insurance  broker  here  in 
Lomita.  My  interest  is  primarily  because  I  am  an  insurance  broker, 
and  I  have  prepared  a  statement.  After  hearing  Mr.  Gardella 's  analysis 
of  this  uniform  act,  I  would  like  to  digress  from  my  statement  some- 
what, but  mostly  I  would  like  to  read  my  statement. 

Gentlemen,  I  believe  that  a  financial  responsibility  law  is  long  past 
due  in  this  State  for  owners  and  operators  of  lorivale  aircraft.  I  feel 
that  your  committee  should  make  an  intensive  study  of  the  need  for 
pilots  to  either  carry  aircraft  liability  insurance  or  be  financially  able 
to  take  care  of  any  losses  which  they  might  cause  as  the  result  of  the 
operation  of  an  aircraft.  I  feel  that  any  legislation  enacted  should  be 
tailored  as  much  as  possible  to  laws  set  forth  in  the  automobile  financial 
responsibility  act. 

There  will  be  need  for  an  organization  to  handle  the  so-called  as- 
signed risk  pilots  the  same  as  there  is  for  automobile  owners.  In  the 
uniform  act,  Mr.  Gardella,  was  there  any  provision  for  handling  pilots 
that  couldn't  purchase  insurance. 

Gardella:  No,  there's  no  provision  at  all,  covering  insurance  com- 
panies themselves. 

Bowker :  In  other  words,  if  he  can 't  purchase  insurance  because  he 
for  some  reason  wouldn't  meet  the  underwriting  requirements  of  some 
of  the  companies,  then  he  would  either  have  to  have  enough  assets  to 
meet  the  5  and  10  requirement. 

Gardella :  It  would  be  5  and  10  maximum.  The  requirements  would 
be  such  as  the  commission  or  administration  w^ould  set. 

Bowker :  I  feel  that  because  the  California  automobile  plan  has 
worked  so  successfully  in  the  automobile  field,  that  possibly  considera- 
tion should  be  given  to  setting  up  an  assigned  risk  plan  for  aircraft 
OAvners  also,  and  operators. 

Some  proponents  of  this  proposed  legislation  would  like  to  see  com- 
pulsory aircraft  insurance  enacted.  I  personally  feel  that  I  can  speak 
for  the  insurance  industry  as  a  whole ;  I  believe  that  compulsory  in- 
surance is  not  desirable.  Primarily  because  it  increases  the  rate  some 
two-fold.  Statistics  will  prove  that  rates  are  double  in  the  two  states 
which  make  automobile  insurance  compulsory,  that's  New  York  and 
Massachusetts. 

Now,  I'd  like  to  mention  this  maximum  limit  of  liability  which  the 
uniform  act  has.  You  didn  't  mention  any  limit  with  the  South  Carolina 
act,  but  I  suppose  that  it's  $5,000  \)er  person,  $10,000  per  accident? 

Gardella :  No  limit. 

Bowker:  No  limit?  Well,  I  feel  that,  of  course,  you  can't  place  a 
monetary  value  on  a  person's  life,  but  $5,000  today  is  wholly  inade- 
quate for  anybody's  life  in  my  opinion,  and  the  cost  of  insurance  is 
such  that  a  person  that  can  afford  a  $5,000  aircraft  certain!}'  should  be 
able  to  afford  a  few  extra  dollars  in  insurance  premiums  to  more  ade- 
quately protect  the  people  of  this  State,  and  to  illustrate  this  I  have 
a  rate  manual  here,  to  give  those  who  are  not  familiar  with  rates  on 
aircraft  an  idea  of  what  it  would  cost  to  carry  aircraft  liability  in- 
surance excluding  passenger  facilities. 
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]\Ir.  Iknvkcr  thon  snbmittcMl  the  followiiirr  scale  of  aircraft  liability 
insurance : 

"The  cost  of  this  insurance  varies  with  the  ex])erience  of  the  pilot, 
the  size  of  the  airplane  and  the  use  of  the  airplane. 

"The  folloAvin<^  rates  contemplate  insurinji'  a  sinule  enoine  aircraft 
beinfr  flown  by  a  pilot  that  has  a  rating  with  the  CAA  of  "Private 

Pilot": 

BODILY  INJURY  LIABILITY 
(Excluding  passengers) 
Private  Jjusincss  and  pleasure  Commercial 

5/10 $13.35  5/10 .$22..-.0 

10/20 l(».f>i)  10/20 'JS.Vi 

50/100 24.50  50/100 41.40 

100/300 27.23  100/300 45.90 

PROPERTY  DAMAGE 

Private  business  and  pleasure  Commercial 

.$5,000 $16.69  $5.000 $26.25 

10.000       18.87  10,000 29.(57 

5(t.0(M»  26.70  50,000 42.00 

100,000 30.54  100,000 4S.05 

Now,  getting  off  the  subject  just  a  bit,  I'd  like  to  take  this  oppor- 
tunity to  go  into  the  South  Carolina  act,  which  Mr.  Gardella  read, 
which  also  has  to  do  with  waterways  of  the  State,  and  that's  another 
problem  in  this  State  that  I  feel  that  maybe  if  I  say  somthing  about 
it  now,  this  committee  can  enact  some  legislation  to  take  care  of  the 
inland  waterways.  I  have  a  paragraph  here,  and  if  you  don't  mind, 
I  would  like  to  read  it. 

"Even  though  your  committee  has  nothing  to  do  with  the  maritime 
laws  or  inland  waterways  of  the  State,  I  also  feel  that  some  sort  of 
legislation  should  be  proposed  for  the  owners  of  small  boats.  This  sport 
is  growing  by  leaps  and  bounds  in  California  and  many  accidents  have 
occurred  as  a  result  of  outboard  and  inboard  motorboats.  In  addition 
to  making  the  operator  of  an  outboard  or  inboard  motorboat  respon- 
sible for  his  actions  to  othei'S,  I  feel  that  there  should  be  some  sort  of 
statute  requiring  him  to  learn  how  to  operate  a  small  boat  before  he 
is  alloAved  to  drive  one.  The  CAA  does  a  splendid  job  for  pilots  of  air- 
craft and  an  operator  is  only  issued  a  license  after  he  has  proved  his 
ability.  I  think  that  something  similar  to  this  could  be  worked  out  and 
handled  by  the  U.  S.  Coast  Guard  for  small  boat  owners.  Accidents 
occurring  from  these  two  sources,  aircraft  and  boats,  are  increasing  at 
an  alarming  rate,  and  I  feel  strongly  that  your  committee  should 
speedily  enact  legislation  at  the  next  session  of  Congress." 

Teale :  Thank  you,  Mr.  Bowker.  Are  there  any  questions  from  the 
committee  ? 

Thomas:  I  would  like  to  ask,  are  you  endorsing  the  South  Carolina 
act,  as  it  is  written? 

P.owker  :  I  'm  endorsing  portions  of  both  of  them  and  some  of  my  own. 

Thomas:  You're  not  for  the  compulsory  insurance? 

Bowker :  No,  definitely  not. 

Thomas:  Are  you  for  registration  of  all  aircraft? 

liowker:  Definitely,  yes. 

Thomas:  That,  is  you  feel  that  all  aircraft  in  operation,  should  be 
registered  ? 
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Bowkcr:  Right,  just  like  the  automobiles.  In  fact,  my  recommenda- 
tion is  that  tlie  aifcraft  financial  responsibility  act  shonld  be  tailored 
after  the  C'alil'ornia  automobile  assigned  risk  plan  with  the  variations 
that  would  be  required  for  aircraft. 

Thomas :  Would  you  advocate  that  agency  should  be  self-supporting  ? 

Bowker:  Any  agenc}^  should  be  self-supporting,  in  my  opinion. 

Thomas:  By  the  license  fees? 

Bowker :  Right. 

Teale:  Mr.  Murphy? 

Murphy :  Well,  one  thing,  Mr.  Gardella  can  correct  me  if  I  'm  wrong, 
but  referring  to  the  South  Carolina  uniform  state  law  for  aeronautics, 
the  South  Carolina  law  as  I  understand  it  is  not  a  financial  responsi- 
bility law.  It  does  not  require  the  owner  or  pilot  of  an  aircraft  causing 
either  personal  injury  or  property  damage  to  put  up  proof  of  security 
to  cover  the  damages,  rather  it  just  provides  for  absolute  liability  and 
there's  no  penalty  under  that  law.  It  that  correct? 

Gardella:  That's  correct. 

Murph}^ :  In  your  opening  remarks,  Mr.  Bowker,  you  mentioned  that 
there  was  a  need,  you  felt  that  there  was  an  urgent  need  for  the  adop- 
tion of  this  financial  responsibility  law  for  aircraft  in  California.  Do 
you  know  of  your  own  personal  knowledge  within  the  last  year  of  how 
many  accidents  have  occurred  in  the  State  of  California  where  there 
was  either  damage  to  property  over  $100  or  personal  injury? 

Bowker :  No,  I  'm  sorry,  I  don 't  have  those  statistics. 

Murphy :  Could  you  estimate  approximately,  or  do  you  have  knowl- 
edge of  any  accidents  which  have  happened  in  this  area  here  alone? 

Bowker :  No,  I  don 't. 

Teale :  Mr.  Bowker,  you  said  you  don 't  advocate  compulsory  liability 
insurance.  Do  you  advocate  liability  for  a  man's  acts? 

Bowker:  Oh,  yes. 

Teale :  You  don 't  think  that  every  aircraft  owner  then  should  be 
personally  able  to  take  care  of  his  liability  or  have  insurance? 

Bowker :  Right. 

Teale :  What  do  you  do  with  an  individual  who  has  no  responsibility, 
and  doesn't  carry  insurance,  and  hasn't  any  assets?  We  run  into  that 
every  day  with  automobiles,  and  every  day  you  hear  of  someone  being- 
hit  by  an  automobile,  and  the  man  has  no  insurance  and  he  has  no 
assets. 

Bowker :  That's  right. 

Teale  :  Then  it's  not  of  much  value  if  you  have  that  situation. 

Bowker :  True.  However,  the  only  thing  that  I  can  go  on  is  that  in 
the  two  states.  New  York  and  Massachusetts,  that  have  compulsory 
insurance  requirements,  the  rates  are  increased,  and  it  was  brought 
about  by  making  insurance  compulsory,  because  when  a  man  gets  on 
the  witness  stand  with  insurance  behind  him,  juries  automatically  in- 
crease awards  for  personal  injury,  and  right  down  the  line  for  bodily 
injury  and  property  damage.  That  is,  judgments  for  property  damage 
and  bodily  injury  are  greater  when  there  is  compulsory  insurance. 

Teale :  Is  there  any  factor  there  of  perhaps  insuring  people  who  are 
poor  insurance  risks  under  the  compulsory  plan  w^here  you  wouldn't 
insure  them  otherwise? 
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Bowker:  That's  what  the  assigned  risk  plan  is  for.  There  are  many 
reasons  why  a  person  will  be  put  on  the  automobile  assigned  risk. 
1  don't  know  too  much  about  the  aircraft  industry  or  pilots  as  such, 
but  I  imagine  there  would  develop  reasons  why  the  insurance  company 
would  turn  down  an  applicant  for  aircraft  liability  insurance  for  one 
or  more  reasons. 

In  automobile  insurance  a  person  who  has  been  cancelled  by  another 
carrier  for  having  too  many  accidents  would  be  unable  to  purchase  in- 
surance without  going  to  the  assigned  risk  plan.  A  person  who  has 
been  convicted  of  a  502,  which  is  a  drunk  driving  charge,  is  ineligible 
from  most  company's  standpoints  for  purchasing  automobile  liability 
insurance.  1  imagine  the  same  problems  w'ould  develop  in  aircraft  in- 
surance. That  is  why  1  recommend  that  there  should  be  an  assigned 
risk  plan  for  pilots,  because  this  industry  is  growing  by  leaps  and 
bounds. 

About  this  fellow  that  has  no  assets,  and  doesn't  bother  about  carry- 
ing insurance,  that  fellow  probably  is  not  a  pilot,  because  I  don't  think 
you  can  start  flying  airplanes  until  you  have  passed  the  CAA  require- 
ments which  take  a  minimum  of  16  or  18  hours  in  the  air,  and  you 
would  have  to  have  some  sort  of  assets  to  do  that,  and  I'm  sure  that 
everyone  can  afford  a  $57  liabilit}-  insurance  policy  who's  going  to  get 
into  tlying. 

Teale:  1  don't  know.  With  some  of  these  pilots,  their  only  asset  is  the 
airplane,  and  after  they've  had  the  accident,  they  don't  have  any  air- 
plane. 

Bowker:  Well,  that's  true. 

Thomas:  Would  you  support  a  bill  if  it  was  compulsory? 

Bowker:  No,  I  wouldn't. 

Farr :  Would  you  be  interested  in  supporting  a  bill,  along  the  lines 
of  Senate  Bill  No.  (i-io,  a  uniform  financial  responsibility  act  i 

Bowker :  If  it  is  similar  to  what  Mr.  Gardella  analyzed,  yes,  I  defi- 
nitely think  there  should  be — again  I  say,  that  it  should  be  tailored 
along  the  lines  of  the  automobile  financial  responsibility  act. 

Farr :  Do  you  feel  the  insurance  industry  as  a  whole  would  support  it  ? 

Bowker :  Definitely. 

Teale:  Thank  you  Mr.  Bowker:  1  might  say  that  Senate  Bill  No.  645 
was  introduced  by  the  interim  committee  that  served  two  years  ago 
on  aviation,  and  was  patterned  by  the  Legislative  Counsel's  Office  after 
the  uniform  act  and  adapted  to  the  California  Law. 

The  next  witness  is  Mr.  Emery  Stromberg. 

Stromberg:  My  name  is  J.  Emery  Stromberg.  I  live  in  Redondo 
Beach,  where  I  own  and  operate  a  printing  and  blueprinting  business, 
am  a  part  owner  of  the  Apple  Valley  Airport,  Apple  A'alley,  California. 
1  've  flown  or  been  connected  with  the  aviation  industry  for  approxi- 
mately 25  years.  At  present,  and  for  the  past  four  jears,  I  have  owned 
and  operated  an  aircraft,  and  hold  a  private  pilot's  license,  and  base 
my  aircraft  out  here  at  the  Torrance  Muncipal  Airport. 

I  feel  that  I  should  preface  my  remarks  by  stating  that  private  flying 
is  not  as  hazardous  as  some  people  are  prone  to  think.  Statistics  have 
proven  tliat  on  a  passenger  mile  basis,  private  flying  is  many  times 
safer  than  automobile  travel.  This  is  confirmed  by  the  low  i)reniium  cost 
of  bodily  injury  and  property  damage  insurance  on  aircraft  as  com- 
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l)ar{>d  to  the  same  coveraji'e  in  the  same  amounts  I'or  antoniol)ih's.  This 
was  bofne  out  l)y  the  previous  witness.  For  instauee,  $1(),()()0  and 
^20, ()()()  eoveraji'e  on  an  aircraft  costs  the  owner  only  $;}5  ])er  year,  and 
Jf;l ()(),()()()  and  !|;a()(),()()()  coverage  costs  only  $58  perVear,  including  the 
$50,000  property  damage. 

Even  though  I  feel  that  private  flying  is  very  safe,  certain  hazards 
exist  to  the  public,  and  it  is  morally  right  that  protection  should  be  pro- 
vided by  the  i>arty  who  creates  or  maintains  the  hazard.  1  have  always 
been  covered  by  $100,000  and  $;?0(),()()0  bodily  injury  and  property 
(hunage  insurance  because  I  not  only  have  the  interest  of  the  public  at 
heart  but  for  a  more  selfish  reason,  to  protect  my  own  estate.  I  carry 
the  same  coverage  on  my  automobile  for  the  same  reason. 

From  the  foregoing  statement,  you  undoubtedly  assume  that  I  am 
in  favor  of  a  compulsory  financial  responsibility  law  that  would  retpiire 
all  aircraft  owners  to  carry  bodily  injury  and  property  daninge  insur- 
ance. Quite  the  contrary,  I  feel  that  such  a  law  would  not  be  enforce- 
able any  more  than  a  financial  responsibility  law  is  enforceable  on  auto 
owners.  I  am  quite  sure  that  ever^^one  in  this  room  today  has  first  hand 
knowledge  of  some  friend  or  relative  who  has  suifered  personal  injury 
or  property  damage,  or  both,  and  the  party  causing  the  damage  carried 
no  insurance  and  was  not  financially  able  to  pay  the  damages,  which 
reverts  back  to  the  question  that  the  Senator  mentioned,  that  there's  the 
fellow  who  has  no  assets  and  has  no  insurance.  T  might  mention  that 
the  previous  witness  stated  that  the  average  pilot  has  to  pass  certain 
requirements  by  the  CAA,  and  therefore  is  assumed  to  be  a  little  more 
responsible  party  than  some  who  drive  automobiles,  but  I  won't  go 
along  with  that  entirely,  inasmuch  as  there  are  many  fellows  flying 
today  who  are  partial  owners  of  aircraft.  I  know  some  cases  where  as 
many  as  10  fellows  will  chip  in  a  few  dollars  apiece  to  purchase  a 
secondhand  aircraft,  so  they  have  very  little  actual  personal  money  in- 
volved in  that  aircraft,  and  they  have  no  other  assets.  Of  course,  this 
all  reverts  back  to  the  fact  that  those  fellows  should  be  carrying  insur- 
ance and  because  of  the  low  cost,  it  would  add  very  little  to  their  present 
expense. 

I  shudder  to  think  of  the  consequences  should  an  irresponsible  pilot 
in  a  low  cost  aircraft  taxi  into  my  new  airplane,  or  hit  one  of  my 
children,  if  he  carried  no  insurance.  But,  I  think  the  answer  is  not  in 
making  a  law  that  cannot  be  enforced,  but  to  educate  pilots  and  aircraft 
owners  about  the  low  cost  of  proper  insurance  coverage  and  the  financial 
risk  they  take  by  not  being  covered.  Since  pilots'  licenses  are  issued  and 
controlled  by  the  Federal  Government,  I  don't  feel  that  the  State  could 
properly  administer  such  a  law.  The  citizens  of  the  State  would  not  be 
protected  in  the  case  of  the  thousands  of  out-of-state  pilots  who  regu- 
larly fly  within  the  boundaries  of  our  State. 

I  have  been  in  charge  of  several  cross  country  air  races,  and  in  charge 
of  the  Torrance  Annual  Trophy  Dash  next  Saturday.  One  of  the  rules 
of  the  race  is  for  the  pilot  to  show  evidence  of  proper  bodilj-  injury  and 
property  damage  insurance.  This  is  done  to  better  assure  that  only  re- 
sponsible pilots  will  be  flying  in  the  race,  the  theory  being  that  the  man 
who  carries  insurance  is  generally  a  responsible  man.  It  has  proved  to 
be  a  good  rule,  if  you  will  look  at  the  record  of  these  races  where  thou- 
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sands  ii])Oii  tlioiisaiuls  of  safe  miles  liave  been  flown  without  a  misliap 
of  any  kind. 

In  conclnsion,  1  niijihl  sum  lliis  uj)  by  sayiiiu,'  a  iinancial  resi)t)usibility 
law  is  very  desirable  if  written  and  administered  by  the  Federal  Gov- 
ernment and  is  written  so  that  it  can  be  enforced,  and  of  course,  as 
mentioned  before,  it  could  be  handled  on  a  statewide  basis  only  if  there 
were  state  registration  of  all  aircraft.  And  if  it  is  done  on  an  individual 
state  basis,  I  feel  then  that  all  states  should  work  together  on  this,  and 
try  to  make  it  uniform,  because  as  I  mentinued  previously,  there  is  no 
protection  against  the  pilot  who  comes  from  out-of-state  in  here.  It 
doesn't  protect  the  citizens  of  California  and  there  are  thousands  and 
thousands  of  aircraft  coming  in  and  out  of  the  State  every  day  from 
other  states,  because  remember,  we  are  onl.y  a  couple  of  hours  away  from 
our  neighbors  in  Arizona,  Nevada  and  Oregon,  etc. 

Farr:  ^Ir.  Stromberg,  with  respect  to  mnny  of  these  uniform  state 
laws,  they  start  in  one  state,  then  they're  adopted  by  another  and 
pretty  soon  you  get  uniformity  around  the  Country.  There  are  three 
states  tiuit  have  uniform  aircraft  financial  responsibility,  and  inasnnich 
as  the  Federal  Government  has  not  seen  fit  to  go  into  this  field,  it 
apparently  is  a  problem  for  the  state.  Would  you  be  in  favor  of  finan- 
cial responsibilit.y  laws,  if  you  felt  that  otlier  states  would  adopt  them? 

Stromberg:  Yes. 

Farr:  It  has  to  start  someplace.  Some  states  have  them  and  possibly 
more  states  will  follow. 

Stromberg:  Surely.  But,  I  do  feel  though  that  in  putting  a  law  of 
this  kind  into  effect  that  there  would  definitely  have  to  be  a  setup  made 
for  registration  of  California-owned  aircraft  before  you  could  enforce 
it  in  any  way.  Otherwise,  I  see  no  way  of  checking  whether  a  man  has 
or  not.  Like  in  these  air  races  I  mentioned,  you'd  be  surprised  how 
many  pilots  we  run  into  who  didn't  even  read  the  rule  book  before  the 
race,  then  they  come  up  there,  and  we  have  to  turn  them  down  and 
not  let  them  in  because  they  don't  have  their  insurance.  Some  of  them 
get  pretty  disturbed  about  it. 

Farr :  Mr.  Stromberg,  how  do  you  feel  about  aircraft  registration  1 
Is  it  important? 

Stromberg:  Well,  I  feel  it  would  be  a  very  fine  thing.  Of  course,  there 
would  be  a  duplication  of  effort  there,  I  think,  to  a  certain  extent, 
inasmuch  as  the  government  already  registers  them,  but  if  it  could  be 
broken  down  to  the  extent  that  the  individual  states  would  register  the 
aircraft  and  then  those  registrations  in  turn  be  made  available  to  the 
government,  so  that  there  wouldn't  be  a  duplication  of  effort,  I  tliiuk 
that  Avould  be  a  fine  step  forward. 

Thomas:  AVhat  percentage  of  out-of-state  ])laiies  would  you  say  land 
in  California? 

Stromberg:  Well,  I'm  not  in  a  position  to  hold  any  percentage  figures 
of  any  kind,  but  I  can  assure  you  that  there  are  a  great  number  of 
them.  All  you  would  have  to  do  would  be  go  to  any  airport  such  as  the 
Torrance  airport  right  here  for  a  single  day,  and  as  they  come  into  the 
gas  pit,  check  the  great  number  who  have  come  in  from  out  of  State. 

Thomas:  If  we  have  a  state  law,  it  would  cover  at  least  95  percent, 
would  you  say,  of  private  operated  planes?  Or  90  percent? 
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Stromberg:  It  mi*}:ht  cover  90  percont.  T  don't  think  it  would  go  as 
high  as  95  percent. 

Thonias :  Yon  are  not  in  favor  of  coni])nlsoi-v  iiisnrance? 

Stroniberg:  I'm  not  for  compulsory  insurance,  uidess  the  laAV  can 
have  teeth  in  it  to  make  it  workable.  I  feel  this  about  the  automobile 
law.  There  are  so  many  times  that  you  hear  of  someone  who  has  been 
involved  in  an  accident,  and  there  has  been  bodily  injury,  and  when 
the  fellow's  car  is  wrecked,  he  has  no  assets  of  any  kind,  and  he  doesn't 
even  have  a  job  many  times.  Recently,  one  of  ray  employees  was  hit  by 
a  young  fellow  16  years  old,  with  no  driver's  license.  The  car  before 
it  was  wrecked  was  worth  .$100.  The  father  Avas  out  of  work.  She  suffered 
about  $800  worth  of  personal  damage,  aiul  damage  to  her  automobile, 
and  had  no  way  to  recover  it. 

Murphy :  Mr.  Stromberg,  under  the  uniform  law  as  was  discussed  by 
Mr.  Gardella  earlier,  and  as  Senator  Teale  mentioned  was  proposed 
by  the  T^egislature  at  the  1957  Session,  the  financial  responsibility  law 
would  have  consolidated  both  the  nonresidents  operating  privilege,  as 
well  as  the  California  residents.  Then  in  the  event  that  a  party  could 
not  respond  in  damages,  he  would  be  forced  then  to  surrender  both 
the  registration  of  his  aircraft  and  his  pilot's  license.  Now  don't  you 
think  that  that  in  itself  is  worth  something? 

Stromberg:  Yes,  I  think  that  would  do  some  good.  However,  there's 
always  the  fellow,  who  is  like  an  individual,  quite  incidentally  in  this 
locality,  who  takes  this  attitude.  First,  he  is  a  man  who  does  have 
enough  assets,  but  he  says,  and  this  is  his  attitude,  "I'm  not  going  to 
have  an  accident,  so  why  should  I  worry  about  it".  Now  the  fellow 
who  won't  go  along  with  something  like  this  is  the  one  who  says  "I 
won't  have  an  accident".  The  insured  party  is  the  one  who  worries. 

Murphy:  Well,  I  believe  the  program  in  the  uniform  setup  and  as 
proposed  is  as  close  as  we  can  come  to  effecting  any  financial  responsibil- 
ity without  making  it  compulsory  insurance. 

Stromberg:  Well,  I  see  your  point  there.  The  only  thing,  you  have 
to  start  from  somewhere — take  the  man's  rights  away  from  him  if  he 
is  not  able  to  meet  his  responsibility.  It  would  certainly  make  a  lot  of 
people  cover  themselves  properly,  but  along  with  that  though,  I  believe 
to  make  the  law  effective,  you  would  have  to  have  state  registration. 

Murphy:  One  other  questio,n.  Do  you  know  of  your  own  knowledge 
how  many  accidents  have  occurred  in  the  State  of  California  involving 
property  damage  over  $100  or  injuries  to  persons  within  the  past  year? 

Stromberg:  I'm  sorry,  I  don't  have  those  figures. 

Murphy:  In  other  words,  we  all  agree  that  a  financial  responsibility 
law  is  a  good  law,  but  the  question  is  also,  is  there  a  need  of  or  necessity 
for  one? 

Stromberg:  I'm  sorry  to  say  that  I  don't  have  those  figures. 

Teale :  Thank  you,  Mr.  Stromberg.  We  have  listed  here  a  representa- 
tive from  Pacific  Hills.  Do  we  have  anyone  from  there  who  Avants  to 
speak?  The  next  witness  then  will  be  Mr.  George  Larson  Lomita 
Chamber  of  Commerce. 

Larson :  My  name  is  George  Larson.  I  represent  the  Lomita  Chamber 
of  Commerce,  and  I  have  two  letters  here  I  would  like  to  read,  if  I  may. 
This  concerns  more  our  local  problem,  I  believe,  than  our  state  problem. 
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"At  a  meeting:  of  the  Board  of  Directors  of  the  Loraita  Chamber  of 
Commerce,  hekl  7. .SO  p.m.,  Aii<>:ust  28,  1958,  and  at  a  meeting  of  the 
same  board  liekl  April  4,  1958,  and  on  Febrnary  25,  1958,  this  body 
went  on  record  favoring  compnlsory  insurance  on  all  airplanes  in  the 
skies  of  California — in  the  same  system  as  used  for  auloinobilcs  in 
the  State  of  California. 

"The  Chamber  of  Commerce  of  Lomita  has  kept  no  records  of  the 
los.ses  incurred  by  the  falling  planes  in  the  neigliborhood  and  we  can 
give  no  detailed  account  of  such  losses.  No  doubt  there  are  records 
available  to  you  of  such  losses.  We  do  know  they  are  many  over  the 
period  of  several  years. 

"It  is  felt  by  the  board  that  should  the  planes  and  their  operators 
be  forced  to  carry  sufficient  insurance  to  cover  losses  of  property  and 
lives  in  cases  of  accident  that  many  people,  now  flying,  would  be 
forced  out  of  the  air;  or  make  for  more  careful  selection  of  permits 
to  j)ilots  by  insurance  companies;  as  is  done  in  the  operation  of  motor 
veliicles  on  our  highways. 

"The  board  understands  there  is  a  bill  before  the  Senate  of  the 
Califoi'uia  Legislature  to  activate  such  compulsory  insurance  on  opera- 
tors of  planes  and  on  the  planes  themselves. 

"This  letter  will  introduce  Mr.  George  Larson  who  will  represent 
the  Board  of  Directors  of  the  Lomita  Chamber  of  Commerce  at  a 
meeting  to  be  held  by  your  committee,  September  3,  1958,  at  tht 
TiOmita  Elementary  School  in  Lomita,  California." 

By  order  of  the  Board  of  Directors, 
Dr.  Warren  Harvard  Low,  President 
B.   Kenneth   Gibson,   Secretary-Manager 

"The  Lomita  Chamber  of  Commerce  does  not  advocate  doing  away 
with  the  Toi-rance  airport,  however,  we  do  feel  very  strongly  that 
there  should  be  some  type  of  financial  responsibility  law  governing 
light  aircraft  flying  over  residential  areas. 

"We  feel  there  has  been  considerable  improvement  in  flight  condi- 
tions in  this  area  since  the  City  of  Torrance  has  taken  over  the  man- 
agement of  the  Torrance  airport,  however,  we  feel  there  is  still  room 
for  improvement. 

"The  Chamber  of  Commerce  believes  that  unnecessary  flying  over 
residential  areas  should  be  eliminated.  Bj^  unnecessary  flying  we  mean 
luimerous  practice  landings,  air  races,  etc. 

"We  think  that  the  Civil  Aeronautics  Commission  has  neglected  its 
respousibility  of  supervising  the  practices  of  the  owners  and  pilots  of 
small  aircraft,  such  as  low  flying  planes,  unmarked  aircraft,  etc. 

"Within  the  last  60  days  there  occurred  an  incident  which  might 
have  proven  serious.  An  advertising  streamer  being  towed  by  a  plane 
was  accidentally  dropped  across  a  high  voltage  line  resulting  in  a  fire 
which  re(iuired  the  efforts  of  two  fire  comiKinies  before  it  was  brought 
under  control.  We  feel  that  something  should  be  done  to  correct  this 
type  of  situation. 

"In  closing  we  of  the  Chamber  of  Commerce  wish  to  thank  the  Com- 
Tiiiftee  for  taking  the  time  to  come  to  Lomita  to  listen  to  our  complaints 
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and  our  suo'g'ostions.  We  sincoroly  liope  that  somctliiiio'  will  be  accom- 
plished by  this  meeting." 

Respectfully  yours, 

George  Larson 

Thomas:  Where  did  that  accident  happen,  Lomita? 

Larson :  Yes  sir,  about  a  half  a  block  from  my  house. 

Farr :  Mr.  Larson,  I  think  that  your  statement  was  prepared  before 
you  came  to  the  hearing,  but  you  realize  that  the  uniform  law  that 
we  are  talking  about  is  not  compulsory  insurance. 

Larson:  That's  right.  I  think  we  would  favor  any  tyi)e  of  an  insur- 
ance la\^^ 

Teale :  Would  you  be  more  in  favor  of  e(nni)ulsory,  or  just  a  ]>er- 
missive  type? 

Larson :  I  believe  we  would  favor  eonipulsory,  but  would  accept  the 
more  general  type. 

Bryson :  To  your  knowledge,  was  the  party  towing  the  banner  in- 
sured ? 

Larson :  I  don 't  know.  Luckily,  it  was  the  only  vacant  lot  in  the 
block  and  there  was  no  damage  done,  however  it  could  just  as  well 
have  been  a  house. 

Teale :  How  many  aircraft  do  you  have  out  at  the  Torrance  Airport  ? 
Do  you  have  any  idea  ? 

Larson  :  No,  T  don 't. 

Teale  :  Mr.  Marshall  Pine  is  the  next  witness. 

Pine  :  I  am  Marshall  W.  Pine.  I'm  retired  and  live  in  Lomita. 

Teale  :  You  represent  the  Civic  League  ? 

Pine  :  Yes,  the  Civic  League. 

Teale :  Has  the  Civic  League  taken  any  stand  one  way  or  another 
about  the  problem  of  financial  responsibility  for  aircraft? 

Mr.  Pine  submitted  the  following  written  testimony  to  the  committee 
for  its  record. 

"The  Lomita  Civic  Leasne,  by  resolution,  at  its  March,  19.^)8,  meeting  endorsed 
the  plan  to  seek  legislation  requiring  pilots  of  airplanes  to  carry  liability  insurance 
equivalent  to  that  of  drivers  of  automobiles.  The  basis  for  this  endorsement  was  the 
idea  that  it  would  bring  about  a  greater  sense  of  responsibility  on  the  part  of  inexpe- 
rienced pilots,  and  a  greater  sense  of  security  to  homeowners  in  the  flight  pattern 
of  an  airport. 

"The  Lomita  Civic  League  joins  with  other  local  organizations  in  urging  that 
this  area  has  great  need  of  such  legislation." 

Marshall  W.  Pine 

President  of  Lomita  Civic  League 

Teale :  You  would  like  to  see  some  assurance  that  people  are  pro- 
tected financially,  is  that  it  ? 

Pine :  Well,  I  think  it  would  be  no  more  than  right.  We  have  pro- 
tection other  ways,  and  if  an  airplane  swoops  down  on  us  and  destroys 
a  house,  the  owner  is  in  a  pretty  bad  condition,  and  T  think  there 
should  be  some  protection. 

Farr :  You  've  had  some  pretty  serious  accidents,  haven 't  you  ? 

Pine:  Well,  not  a  great  many,  and  I  haven't  much  record  as  to  the 
situation,  nor  whether  they  were  reimbursed,  but  if  there  weren't  some 
insurance  of  some  kind  the  chances  are  the  owner  was  the  loser  of  the 
houses. 
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Murphy:  "Wi're  there  any  aee-ideiits  outside  of  the  one  the  gentlemen 
from  tlie  Chamber  of  Commerce  told  us  about  witliin  the  past  year 
here  in  Lomita  / 

Pine:  1  think  there  have  been  two  or  three.  1  remember  one.  I  don't 
keep  much  record  of  it,  but  it  seems  1  heard  tlie  airplane  landed  safely 
into  the  street  near  the  houses  wlieu  it  fell.  It  didn't  wreck  any  house 
that  I  know'  of. 

Murphy  :  Hoav  long  ago  was  this,  ]\Ir.  Pine  ? 

Pine :  Oh,  I  don't  know,  Two  years. 

Teale :  ]\lr.  DeSilva,  Manager  of  the  Los  Angeles  International  Air- 
port. Do  you  have  an}'  testimony,  or  would  you  just  like  to  answer 
some  questions .' 

DeSilva:  Well,  gentlemen,  1  have  no  particular  testimony.  1  can  tell 
you  some  of  our  experiences,  and  I  'd  be  glad  to  attempt  to  answer  any 
questions  the  committee  might  see  fit  to  ask  me. 

Teale:  Well,  suppose  you  make  your  comments,  and  then  we'll  ask 
questions  of  you. 

DeSilva:  In  listening  to  the  matter  of  liability'  insofar  as  aircraft 
are  concerned,  we  at  the  L.  A.  International  Airport  have  certain  re- 
quirements. In  the  first  place,  we  require  a  "Hold  Harmless  Clause," 
of  which  I  will  be  glad  to  leave  a  copy  for  the  record  of  the  committee 
for  their  perusal.  Now  that's  a  mandatory  thing  in  all  lease  arrange- 
ments. In  addition  to  that  we  require  a  varying  insurance  liability 
and  property  damages,  amounts  depending  on  the  type  of  operation 
that  might  be  undertaken  so  far  as  aircraft  are  concerned,  or  any 
other  tenant  of  the  airport.  That  is  not  true  of  the  scheduled  air 
carriers,  however.  For  instance  the  air  taxi  operators  are  required  to 
have  $100,000  and  $300,000  coverage  for  liability  and  property  damage 
to  conduct  any  commercial  operation  at  the  Los  Angeles  International 
Airport,  or  alternate  operation  at  our  other  airport,  so  there  is  a  very 
definite  re(|uii'ement  of  insurance  that  w'e  feel  is  very  essential  for  our 
own  protection  and  our  other  tenants  and  operators  of  other  aircraft 
and  our  neighbors.  That's  about  the  extent  of  my  statenuMit. 

Teale :  Let  me  ask  you  this.  I  presume  you  are  acquainted  with  the 
operations  of  other  Los  Angeles  cities,  such  as  \'an  Nuys.  What  is  the 
l)ractice  there  regarding  private  planes?  Are  they  required  to  carry 
insurance  also? 

DeSilva  :  No,  they're  not. 

Teale:  That's  the  individual  i>refereiU'e.  but  on  International  you 
require  it  ? 

DeSilva:  Yes,  because  we  have  no  private  aircraft  operations  there 
at  all. 

Teale:  What  is  your  personal  opinion  as  to  the  desii-ability  of  extend- 
ing insurance  ref|uirements  to  everyone? 

DeSilva:  Well,  1  think  it  should  hv  compulsory.  In  ])art  it  might 
be  interference  with  states  rights,  or  it  might  be  considered  as  such, 
if  you  consider  as  some  the  freedom  of  the  aii'.  oi-  the  fi-eedom  of  the 
use  of  the  highways.  1  don't  quite  go  along  witli  that  theory.  You  have 
a  responsibility  to  your  neigiibm'  and  to  your  C'ountry  and  to  your 
State,  and  if  you  can't  support  that  with  adequate  assets  or  financial 
responsibility,  then  you  should  pass  that  res]>onsibility,  or  cover  it  by 
the  necessary  insurance,  in  my  own  case,  I  carry  very  lieavj'  insurance 
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coverages  on  various  autoniobilos,  and  my  eoiidiu't,  or  my  children, 
and  1  think  it's  a  very  necessary  thing  to  do  that,  if  ycni  liaven't 
sutticient  assets  to  be  self-insnred,  as  it  were. 

Teale:  In  tlie  past  few  years  what  has  been  the  fre(jiieiicy  of  claims 
arising  out  of  accidents  on  the  airport  or  airplanes  operated  from 
your  airport? 

DeSilva:  1  can't  tell  yon  offhand.  AVe've  had  a  number  of  minor 
accidents  on  \ho  airport  of  taxiing  aircraft,  into  parked  aircraft,  or 
something  of  that  sort,  and  there  has  been  a  damage  claim.  In  most 
instances,  m'c  have  been  able,  as  far  as  my  records  are  concerned,  to 
collect.  That  also  goes  for  the  Federal  Government.  When  they  damage 
lights  on  the  airport,  we  are  able  to  collect  from  them  if  we  can  trace 
it  to  the  proper  aircraft  or  person  involved. 

Thomas:  How  many  noncommercial  planes  land  at  the  Los  Angeles 
Airport,  approximately  ? 

DeSilva :  The  last  calendar  year,  I  believe,  that  our  itinerant  air- 
craft, outside  of  the  military  and  the  scheduled  carriers,  ran  about  16 
percent  of  our  total  operations. 

Thomas:  16  percent.  How  do  you  know  whether  or  not  they  have 
financial  responsibility  insurance? 

DeSilva :  The  majority  of  those  are  corporate  aircraft,  and  only 
within  the  last  year  have  we  put  in  the  requirement  of  requiring  those 
operating  for  hire,  that  is  taxiing  permit,  to  register  and  give  us  their 
references,  and  if  they  are  operating  for  hire  to  have  the  insurance. 

Thomas:  Let's  say  there's  a  private  airplane  flying  and  wants  to 
land  at  the  Los  Angeles  Airport. 

DeSilva:  There's  nothing  to  prevent  him  from  doing  that,  providing 
he's  got  the  proper  clearance  from  the  tower. 

Thomas:  Well,  actually  having  financial  responsibility  insurance  is 
not  a  requirement  to  land. 

DeSilva:  Oh,  no.  We  have  a  great  number  of  that  16  percent  that 
are  personal  owned  or  executive  or  business  aircraft,  and  a  great 
number  of  them,  of  course,  are  from  out  of  State,  but  I  would  daresay 
that  a  great  percentage  of  them,  the  corporate  aircraft,  are  undoubted- 
ly insured,  but  they're  not  operating  for  hire,  as  such,  I  mean  com- 
mercially. If  they're  operating  commercially,  then  there's  a  landing 
charge  and  that  would  get  into  the  insurance  requirements. 

Thomas:  Then  I  would  judge  that  you  would  support  legislation,  if 
it  were  introduced  in  1959. 

DeSilva:  Yes,  as  far  as  I  personally  am  concerned,  yes,  I  personally 
would  recommend  it. 

Bryson :  Do  you  carry  the  so-called  hanger  keepers  liability  on  the 
airport  ? 

DeSilva :  No,  we  don  't.  Of  course,  in  the  first  place,  we  do  not  oper- 
ate any  hangers.  We  have  extensive  coverage  for  liability  and  property 
damage.  However,  the  city  has  tie-down  areas,  where  the  hangar  keepers 
liability  would  be  involved,  and  that  is  covered,  of  course,  in  our  policy, 
but  it  is  only  a  very  limited  amount,  and  I  don't  recall  any  claim  of  an 
airplane  being  blown  over  by  a  windstorm  or  anything  of  that  sort. 
We  have  many  claims  filed  every  week,  and  several  lawsuits  every  week, 
for  damages  of  one  kind  or  another,  but  not  in  that  particular  category. 
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Farr:  Mr.  DeSilva,  do  you  know  of  any  airports  that  require  as  a 
condition  for  tyin*r  down  or  han<rarin<::  a  plane  that  they  must  have 
pnl)li('  liability? 

DeSilva:  No,  I  can't  tell  you  that,  Senator. 

Murphy :  Mr.  DeSilva,  do  you  know  of  any  accidents  which  have 
occurred,  outside  of  taking  off  and  landing'  on  airports,  involving  pri- 
vate aircraft  in  I  lie  ai-ea  where  Itiric  was  damage  to  property  of  over 
^\{)()  or  iiersonal  injury  in  the  past  year  or  18  months? 

DeSilva:  I'm  sure  there  have  been,  but  I  couldn't  be  specific.  There 
are  several  in  the  coui'ts,  I  believe,  but  I'm  not  qualified  to  make  a 
statement. 

Murphy:  In  this  area,  do  >"ou  have  personal  knowledge  of  any? 

DeSilva  :  Xo. 

Fai-r:  Do  you  know  how  many  accidents  which  occurred  at  Inter- 
national were  with  jirivate  aircraft? 

DeSilva:  Do  you  mean,  that  Ave've  had  on  tiic  gi-onnds?  Oh,  Ave've 
l)]-<)bably  had  ai-ound  six  or  eight  a  year,  three  witlnn  the  last  six 
months,  where  they  have  taxied  out  of  bounds,  but  neverthless  they  were 
accidents,  and  there  was  damage  to  their  own  personal  aircraft,  or  dam- 
age to  city  property  or  to  property  of  others,  but  there  weren't  too 
many. 

Teale:  Thank  you  very  much. 

After  a  noon  recess,  the  meeting  reconvened  and  Senator  Teale  asked 
Mr.  ]\Iur))hy  to  read  into  the  record  a  statement  submitted  by  Mr. 
Robert  Waiuimaker,  writing  for  the  El  IMonte-TjOs  Angeles  Airport. 

l\Ir.  Murphy  read  the  following  statement : 

"In  response  to  your  Notice  of  Mootinfr  Roptember  Hd  and  4tli  at  Lomita,  Cali- 
fornia, rc.trardinK  Aircraft  Financial  Kcsiionsihility,  please  he  advised  tliat  the  Board 
of  Directors  of  El  Monte-Los  Auj:;eles  Airi)ort,  a  Califcrnia  coritoratiim,  favor  a 
financial  responsibility  law  with  respect  to  aircraft. 

"Our  present  tiedowu  contract  contains  provisions  rcciiiirini;  jiroof  of  financial 
responsibility  in  cases  of  commercial  use  of  aircraft  and  in  certain  other  instances. 
The  contract  provision  is  flexible  as  to  amount  of  insurance  and  instances  of  appli- 
c.ii)ility. 

"Althoufrh  the  airport  would  like  to  have  every  aircraft  covered  as  to  financial 
responsibility  we  find  it  to  be  impractical  to  demand  proof  of  responsibility  in  all 
instances.  As  a  private  airport  open  to  the  i>ublic,  we  find  that  we  are  operatiuit; 
ajEialnst  preat  odds  in  competition  with  publicly  owned  and  operated  airports.  You 
and  your  committee  are,  no  doul)t,  aware  of  the  lopsided  privately  owned  airport 
financial  burdens  as  opposed  to  pniilicly  owned  airport  financial  burdens.  Our  rates 
ar<'  relatively  cheap  but  comparatively  liii^h  and  we  have  found  that  jiersons  will 
lii'down  elsewhere  rather  than  provide  adecpiate  financial  i-csponsibility  co\eraf;i'. 
So  altiioujrh  we  would  like  to  reiinire  coverage  for  e\ery  ainial't  liased  on  or  usinj; 
our  facilities,  we  are  in  no  position  to  do  so." 

Yours   truly, 

Robert  Wana maker 

For  El  Monte-Los  Aufjeles  Airport 

Tealo:  The  next  witness  is  Mrs.  Dessie  CI.  Myers,  President  of  the 
Lomita  Property  Owners  and  Registered  Voters  Association.  ]\Irs. 
Myers,  will  you  identify  yourself  for  the  record. 

Mrs.  Myers:  Yes,  I  am  Dessie  G.  Myers,  President  of  the  Lomita 
Property  Owners  and  Registered  Voters  Association,  Inc. 

In  1  chair  of  the  fvomita  l*rop(>r(y  Owikm-s  and  Registered  Voters  Inc., 
I  ;iiii  hapjiy  to  lia\('  this  opportunity  to  welcome  you  and  your  ('ommit- 
tee  on  Aviation  to  Lomita.  This  hearing  on  compulsory  plane  responsi- 
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bility  requiring  public  liability  and  indcnniity  insurance  for  planes 
similar  to  automobiles  oives  ns  an  opportunity  to  tell  you  why  we 
believe  this  necessary. 

In  May  of  1950,  Assemblyman  Vincent  ^Piiomas  met  with  our  jiroup 
and  promised  to  enter  a  bill  with  this  intent  in  the  1951  Legislature. 
Such  a  bill  has  been  placed  before  the  lawmakers  three  other  times  with- 
out success.  This  Legislation  is  being  pushed  by  our  local  Chamber  of 
Commerce  and  the  Lomita  Civic  League.  "VVe  hope  you  can  recommend 
and  work  for  the  passage  of  a  bill  to  protect  home  owners  and  others 
when  a  plane  damages  property.  We  realize  that  many  legal  angles 
need  to  be  worked  out  but  hope  that  this  effort  will  end  in  success. 

As  you  probably  know,  airplanes  come  under  marine  law  so  that  in 
case  of  accident  all  you  can  collect  is  what  the  plane  is  worth  if  the 
owner  carries  no  insurance. 

Lomita  is  situated  just  east  of  an  airport  built  by  the  Federal  Gov- 
ernment during  World  War  II  and  now  operated  by  the  City  of  Tor- 
rance. Down  through  the  years  there  has  been  constant  infraction  of 
law,  extreme  low  flj'ing,  nonconformity  to  takeoff  and  landing  pattern, 
etc.,  with  resultant  jeopardy  to  life  and  j^roperty.  To  cite  some  in- 
stances, two  planes  have  landed  on  101  Highway  in  the  last  year,  two 
on  narrow  streets  around  Fleming  Junior  High  in  recent  years.  In  the 
four-year  period,  February,  1954,  to  March,  1958,  one  of  our  local 
papers  carried  14  instances  of  plane  mishaps. 

Those  are  mishaps  in  the  local  area,  not  all  involving  people,  however, 
of  the  local  area,  and  that  didn't  include  other  writeups  of  which  Mr. 
Larson  mentioned,  where  the  streamers  went  over  the  high-power  line. 
There  are  a  lot  of  such  instances  like  that  which  are  never  in  the  papers. 

One  incident — a  plane  dropped  through  the  ceiling  onto  the  dining 
table  of  a  home  owned  by  a  Mrs.  Nelson  on  250th  Street,  west  of  Penn- 
sylvania Avenue.  Mrs.  Nelson  was  at  dinner  with  four  other  guests 
and  fortunately  all  escaped  the  burning  wreckage  but  the  home  and 
valuable  antiques  were  destroyed.  The  pilot  and  passenger  also  escaped, 
but  refused  payment  of  any  damage. 

People  carrying  insurance  on  their  property  covering  falling  objects, 
etc.,  may  not  collect  as  is  shown  by  the  following :  On  April  11,  1954,  on 
251st  St.  west  on  Pennsylvania  Avenue,  a  plane  tore  down  power  lines 
seriously  damaging  one  house,  then  struck  a  second,  and  crushed  an 
auto.  Splinters  from  the  plane  went  through  the  windows  and  roof  of  a 
house  across  the  street.  The  first  party  received  $30  from  their  insur- 
ance company,  which  did  not  begin  to  cover  the  damage.  I  have  Mrs. 
McDaniels  here  who  would  like  to  tell  about  the  accident,  if  you  gentle- 
men have  time.  The  automobile  was  compensated  for,  but  the  third 
party  collected  nothing  at  all. 

At  our  1950  meeting  the  only  person  opposing  compulsory  insurance 
was  a  young  pilot  who  sometime  later  was  killed  in  a  local  plane  crash. 
We  realize  that  most  responsible  persons  carry  insurance  on  their  craft, 
but  we  feel  that  all  should.  This  feeling  grows  as  most  every  weekend 
brings  seemingly  countless  small  craft  circiling  constantly  overhead, 
many  below  the  800  foot  level,  and  popping  and  sputtering,  making 
you  feel  that  at  any  second  they  may  crash  and  if  they  do,  will  the  un- 
fortunate persons  property  in  their  path  be  recompensed  for  damage? 
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Or  Avill  an   irresponsible  pilot  walk  away  from  the  wreckage  with  a 
shrii":  of  the  shoulders? 

I  hope  I  have  been  able  to  give  you  briefly  the  reasons  we  ask  3'ou 
and  the  rest  of  the  Legislature  to  pass  some  remedial  legislation  as  soon 
as  possible. 

Kecently,  within  the  past  year,  there  have  been  three  accidents  which 
were  written  up  in  the  paper.  Over  in  Walteria,  a  plane  carrying 
three  boy  passengers  with  the  father  of  two  of  the  boys  nosed  into  a 
garage.  He  was  covered  with  insurance  which  did  pay  for  the  damage 
that  was  done.  Another  one  landed  just  east  of  Walteria  one  foggy 
morning,  with  four  passengers  in  the  plane,  heading  for  the  funeral 
services,  I  believe,  in  Oregon  of  one  of  the  victims  of  the  Norwalk 
traged3\  Unfamiliar  with  the  airport,  it  was  foggy,  but  he  took  off, 
and  didn't  gain  sufficient  altitude,  went  through  a  flower  bed,  and  hit 
the  corner  of  the  property  o^vIle^'s  home.  lie  was  insured,  three  of  the 
four  persons  in  the  plane  were  killed.  The  owner  of  the  flower  field, 
and  the  house,  was  compensated  by  the  insurance  he  carried.  That's 
the  reason  we  feel  that  there  sliould  be  some  responsibility.  Tf  the 
pilots  can't  say,  well,  take  it  and  like  it.  If  they're  able  to  take  a  plane 
up  in  the  air,  thej'  should  be  able  to  take  a  sense  of  responsibility  with 
them,  keep  up  high  enough  that  they  don't  endanger  property;  and 
if  they  can't  get  to  a  field,  and  should  land  in  somebody's  property, 
they  will  be  willing  to  pay  for  it.  You  can't  replace  human  lives; 
that's  impossible,  but  you  can  replace  the  home  and  furnishings  if 
you  have  financial  backing. 

Thomas:  Mrs.  Myers,  do  you  have  the  news  items  that  you  have  col- 
lected ? 

Mrs.  IMyers:  I  don't  have  all  of  them.  I  do  have  quite  a  few  of  them 
here,  and  a  few  more  at  home. 

Thomas :  I  wondered  if  the  committee  could  have  them,  to  take  the 
date  of  the  newspapers.  I  think  the  committee  is  looking  for  facts 
concerning  accidents  and  damages  by  planes. 

]\Irs.  Myers:  Along  with  the  rest  I  have  at  home,  I  can  mail  them  up. 
P"'arr:  You've  been  collecting  those  for  10  years  now? 
Mrs.  Myers :  Just  about  10  years.  I  understand  Mrs.  Wells  has  been 
doing  a  good  share  of  our  collecting  from  the  newspapers.  ]\Irs.  Wells 
lives  across  the  street  from  where  one  of  these  accidents  happened. 

You  might  be  interested  in  one  other  thing,  in  view  of  some  of  the 
questions  that  have  been  asked  today.  In  1053,  ]\ray  6,  we  had  a  letter 
under  Mr.  Doolin's  signature,  who  was  then  the  Director  of  Aero- 
nautics, that  those  planes  that  had  been  flying  too  low,  and  otherwise 
not  conforming,  85  percent  were  based  at  other  fields  than  the  Tor- 
rance Airport. 

Thomas:  So  that  most  of  the  violations  around  here  were  planes 
from  other  cities? 

Mrs.  Myers:  85  percent  at  that  time,  and  I  imagine  that  the  per- 
centage would  be  even  higher  now.  As  I  understand  it,  this  is  one  of 
the  most  difficult  airports  to  land  in,  due  to  the  variance  in  the  winds. 
Most  trainers  have  their  students  do  their  first  or  second  solo  flight, 
come  to  the  Torrance  Airport,  land  and  take  off  again.  Two  of  my 
friends  have  done  that  from  other  airports.  One  of  them  cracked  up 
her  plane  the  time  she  landed  here. 
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Farr:  I  might  say,  that  if  you  conld  get  your  airport  to  put  some 
lights  ou  there  at  night,  it  would  help.  We  eame  in  and  circled  about 
20  or  25  minutes  trying  to  find  the  airport  last  night. 

Mrs.  Myers :  That  has  been  one  contention.  They  have  permitted 
night  flying  for  many  years  without  any  lights  over  there.  They  do 
have  some  lights  now  which  are  supposed  to  be  in  operation. 

Farr:  The  lights  were  there.  It  was  just  a  question  of  locating  the 
airport.  There  are  a  lot  of  lights  around  here,  and  it  was  difficult  to 
find  the  airport. 

Mrs.  Myers:  In  other  words,  they  need  their  name.  And  another 
thing  we  have  been  wondering,  if  the  altitude  were  clearly  indicated 
on  every  airport,  pilots  coming  in  from  other  airports  would  know 
then  what  their  altimeter  fix  was,  and  whether  they  were  800  feet  above 
inhabited  area  adjacent  to  the  airport.  The  plan  is  here  that  they 
should  come  in  on  the  northwest  corner,  circle  around,  and  if  they 
circle  around  to  the  south,  they  can  drop  down  then  to  the  800  foot 
altitude,  ready  to  land  on  their  east  turn,  or  rather  the  west  turn,  I 
should  say.  Invariably  strangers  come  in  and  come  in  for  a  direct  land- 
ing. Now  that  is  true  not  only  on  this  airport,  it  is  true  on  others, 
because  I  was  up  with  a  friend  over  Avhat  was  the  Central  Airport, 
and  that  same  thing  occurred  there  just  as  we  were  landing  in  the 
pattern,  in  came  somebody  directly  underneath  us,  at  too  low  an  alti- 
tude, coming  in  for  a  straight  landing. 

Now,  is  there  anything  you  could  do,  like  send  a  Senate  Resolution 
to  Congress,  requesting  that  all  pilots  must  come  in  at  over  1,000  feet, 
circle  the  airport,  and  come  in  on  pattern. 

Teale :  We  have  sent  numerous  resolutions  to  Congress  about  all  the 
various  problems.  We  haven't  gotten  much  response  from  them,  but 
we  hope  that  we  will.  Thank  you,  Mrs.  Myers. 

Mrs.  Mary  Dunn.  Mrs.  Dunn,  will  you  identify  yourself  and  tell 
whom  you  represent  ? 

Mrs.  Dunn:  I'm  Mrs.  Mar}^  Dunn,  and  I  am  from  the  Twenty-first 
Congressional  District  Democratic  Council,  and  am  Chairman  of  the 
Air  Traffic  Safety  Committee.  I  reside  at  9044  Lev  Avenue,  Pacoima, 
with  my  husband  and  two  small  children. 

In  February  1957,  the  Twenty-first  Congressional  District  Demo- 
cratic Council  appointed  me  chairman  of  the  Air  Traffic  Safety  Com- 
mittee, and  I  have  continued  to  act  in  that  capacity  since  that  time. 
The  Twenty-first  Congressional  District  includes  a  large  portion  of 
the  San  Fernando  Valley  and  Antelope  Valley,  extending  from  Mon- 
rovia to  the  Ventura  county  line  and  north  to  Kern  County. 

In  less  than  two  years  there  have  been  three  very  serious  air  crashes 
over  Pacoima  alone,  to  say  nothing  of  air  tragedies  in  other  parts  of 
the  San  Fernando  Valley.  In  January  1957  two  planes  crashed  and 
fell  on  Pacoima  Junior  High  School  and  eight  people  lost  their  lives, 
including  three  school  childrcu.  There  Avere  800  children  practicing 
for  graduation  in  the  school  auditorium.  By  some  miracle  the  audi- 
torium was  not  hit,  but  if  it  had  been  hit,  this  would  have  been  the 
worst,  most  serious  peacetime  disaster  this  country  has  ever  seen.  As 
recently  as  August  5th,  that's  less  than  a  month  ago,  a  small  private 
plane  crashed  and  exploded  in  the  front  yard  of  a  home  in  Pacoima, 
killing  the  student  pilot  and  his  two  passengers.  The  people  in  the 
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San  FiTiianclo  Valley  are  veiy  alarmed  and  concerned.  We  are  be- 
ginning to  wonder  where  this  is  going  to  end,  and  what  is  going  to 
happen  next. 

In  May,  Mr.  Barnett,  Director  of  the  California  Aeronautics  Com- 
mission, said  he  believed  we  are  approaching  a  near  hysteria  situation 
in  the  Los  Angeles  area.  He  reminded  us  that  the  people  in  New 
•Jersey  made  a  human  chain  on  a  runway  to  show  their  protest,  and  a 
number  of  people  of  the  San  Fernando  Valley  have  recently  mentioned 
this  incident  to  me. 

Hearings  such  as  this  one  today  give  the  public  an  opportunity  to 
air  their  grievances  and  make  constructive  suggestions  for  new  legis- 
lation. It  seems  that  the  problem  of  the  drunk  driver  in  airplanes 
could  be  remedied  by  state  legislation.  This  recent  accident  at  Pa- 
coima  where  a  student  pilot  wlio  had  been  drinking  and  took  up  pas- 
sengers at  night  is  a  horrible  example.  Various  questions  are  presented : 
(1)  Why  are  there  not  guards  on  fields  with  authority  to  stop  pilots 
from  flying  in  an  intoxicated  condition;  (2)  If  it  is  against  the  rules 
for  night  flying  from  certain  fields,  why  are  there  not  adequate  gates 
and  locks;  (3)  We  question  whether  student  flying  should  continue 
to  be  allowed  over  highly  populated  areas  such  as  Los  Angeles. 

We  suggest  that  the  State  Legislatui-e  study  this  problem  of  student 
pilots  aiul  inadequate  supervision  at  airports,  particularly  at  night.  We 
believe  that  it  would  not  cause  hardships  on  students  if  they  drove  a 
few  miles  farther  out  on  the  desert  to  do  their  practicing. 

We  recommend  that  all  aircraft,  fl^nng  in  or  within  the  vicinity  of 
congested  air  traffic  areas,  whether  they  are  operating  according  to 
visual  flight  regulations  or  instrument  flight  regulations,  should  be 
required  to  file  flight  plans  and  be  controlled  from  the  nearest  C.A.A. 
communications  facility. 

I  understand  that  there  is  a  federal  law  prohibiting  the  operation  of 
aircraft  while  in  an  intoxicated  condition.  However,  I  was  informed 
that  although  the  pilot  may  be  so  intoxicated  that  he  is  a  danger  to 
himself  and  others  that  no  law  is  broken  until  he  actually  starts  to 
operate  the  aircraft.  Of  course,  b}^  that  time,  it  is  too  late.  On  the  other 
hand,  there  are  laAvs  prohibiting  even  sitting  in  a  car  in  an  intoxicated 
condition,  and  a  police  officer  can  make  an  arrest  without  waiting  for 
a  tragedy  to  occur.  Why  can't  we  have  a  similar  law  with  regard  to  the 
drunk  driver  of  an  airplane. 

We  understand  that  Los  Angeles  lias  been  declai-cd  a  high  density 
area  for  a  radius  of  five  miles.  By  high  densitj^  the  layman  interprets 
this  to  mean  a  requirement  for  a  two-way  radio  and  other  restrictions. 
This  is  an  improvement  over  the  past.  However,  we  cannot  understand 
why  it  is  not  a  radius  of  25  miles.  After  all.  the  present  day  aircraft 
travels  five  miles  in  a  minute  or  less.  Why  only  restrictions  of  five 
miles? 

There  were  65  midair  collisions  during  the  five  years  from  1051-1056, 
and  statistics  show  that  most  of  these  occurred  in  clear  weather.  In 
May  the  Aerf)jet  General  Corporation  reported  an  electronic  indicator 
to  warn  j)i]ofs  when  other  pilots  are  dangerously  close.  This  device 
picks  np  infrared  heat  radiation  from  anything  else  in  the  sky.  It  is  so 
sensitive  that  it  can  spot  the  differences  betAveen  large  and  small  planes, 
and  flash  a  warning  signal.  It  has  been  said  that  these  devices  are  too 
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expensive.  I  consider  that  a  linnian  life  is  very  precions  and  do  not 
consider  that  safety  is  a  place  to  economize. 

This  is  another  remark  that  I  just  want  to  make.  The  ordinary 
citizen  wonders  wlietlier  the  C.A.A.  has  the  proper  scrions  attitude 
toward  this  probk'm.  The  Safety  Department  of  the  Los  Angeles  schools 
informed  me  just  yesterday  tluit  they  still  do  not  have  replies  to  the 
letters  which  they  wi'ote  to  the  (J. A. A.  in  1!)57.  Now  this  was  brought 
up  in  the  heai-ing  in  May  of  the  Assembly  Interim  Committee  and  they 
apparently  still  have  not  had  any  answers  although  they  seemed  to  be 
as  upset  as  other  people  that  the  letters  had  not  been  written. 

About  the  problem  of  insurance,  I  feel  that  it  is  entirely  reasonable 
to  expect  private  planes  and  private  pilots  to  carry  insurance,  public 
liability  and  property  damage  insurance,  in  order  to  make  some  restitu- 
tion to  those  injured.  After  all,  most  of  these  people  who  are  flying  are 
doing  it  as  a  recreation,  and  are  more  or  less  a  hixury  class.  It  isn't  a 
ease  of  a  person  who  is  going  to  have  to  have  a  ear  to  get  to  his  job. 
I  don't  think  very  many  of  these  peoi)le  have  to  have  airplanes  to  get 
to  their  jobs,  and  if  they  are  in  a  luxurj^  class,  it  seems  to  me  that  they 
should  be  able  to  afford  the  expense  of  this  insurance  and  should  accept 
this  responsibility. 

I  feel  that  the  official  representatives  of  the  State  of  California  should 
attack  this  whole  problem  of  air  safety  on  a  state  level  where  feasible 
and  also  make  recommendations  to  Congress  for  legislation  on  a  federal 
level. 

Perhaps  I  should  explain  a  little  bit  about  who  the  Twenty-first 
Congressional  District  Democratic  Council  is.  It  comprises  delegates 
from  the  34  Democratic  Clubs  in  the  district  with  representation  on  the 
basis  of  one  delegate  for  every  20  members.  We  also  include  15  members 
of  the  Democratic  State  Central  Committee.  We  are  the  authorized 
group  to  represent  the  registered  Democrats  w^ho  live  in  the  area. 

Shortly  after  the  Pacoima  High  School  tragedy  our  Democratic 
Council  of  the  Twenty-first  Congressional  District  passed  the  following 
resolution  : 

(1)  We,  the  Twenty-first  Congressional  District  Democratic  Council, 
ask  your  support  for  immediate  and  practical  means  of  restricting  un- 
necessary flying  over  congested  areas. 

(2)  That  all  aircraft  be  compelled  to  leave  congested  areas  in  as 
short  a  time  as  possible. 

(3)  That  positive  action  be  taken  to  establish  a  telecast  for  all 
flights. 

(4)  That  rules  which  are  already  in  force  over  congested  areas  be 
strictly  enforced  immediately. 

We  would  like  to  know  what  has  been  done  since  1957  and  if  it 
is  necessary  that  we  have  another  terrible  air  catastrophe  before  action 
will  be  taken. 

Thomas:  Would  your  organization  support  a  compulsory  form  of 
public  insurance  law. 

Mrs.  Dunn:  Well,  franklj^,  we  haven't  brought  it  up.  I  wanted  to 
get  the  information  here,  but  I  believe  that  they  would.  I  feel  that 
it  is  very  important  that  there  should  be  a  recognition  of  financial 
responsibility  and  possibly  the  only  way  that  could  be  done  is  through 
compulsory  insurance. 
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Thomas:  One  is  indirect  and  the  other  one  is  eoni]mlsory.  The  ques- 
tion is  wliat  kind  of  support  will  we  get  from  the  public,  if  we  had  the 
two  different  types  of  bills  introduced, 

]\Irs.  Dunn :  Well,  of  course,  I  represent  a  democratic  group  that 
is  democratic  in  more  ways  than  one.  They  all  have  a  voice.  I  can 
only  make  recommendations.  I  can't  tell  what  decision  they  would 
make,  but  my  personal  feeling  is  tliat  they  would  probably  feel  that 
if  people  of  the  stature  of  Mr.  DeSilva  recommend  compulsor}-^  insur- 
ance, then  I  feel  that  the  rest  of  them  would  feel  that  that  was  some- 
thing that  was  worthwhile.  I  couldn't  say  for  the  whole  group. 

P'arr :  Mrs.  Dunn,  I  take  it  that  you  would  recommend  that  we  add 
a  provision  to  the  Penal  Code  making  it  a  penal  offense  to  drive  an 
airplane  while  under  the  infiuence  of  liquor,  the  same  as  motor  vehicle 
provisions. 

Mrs.  Dunn :  I  talked  to  the  C.A.A.  j^esterdaj^  and  I  understand  it 
is  now  a  provision  of  the  federal  code,  to  operate  an  airplane,  but 
they  can't  do  anything  about  it  until  after  they  start  operating  it. 
They  told  me,  and  I  was  just  talking  to  a  gentleman  from  the  Tor- 
rance Airport,  and  he  says  that  they  have  a  ruling  that  it  is  against 
the  law  to  be  within  50  feet  of  aircraft  in  an  intoxicated  condition, 
and  I  had  not  known  that  before,  but  I  think  that  is  something 
to  be  considered  as  a  possibility  for  the  whole  State,  because  the 
problem  isn't  just  at  Torrance. 

Murphy:  I  think  that  as  our  motor  vehicle  law  is  now  the  State 
does  not  regulate  being  drunk  or  intoxicated  in  or  about  a  vehicle,  but 
rather  cities  and  counties  have  adopted  ordinances,  and  this  is  not 
taken  on  at  tlie  state  level,  but  rather  within  your  own  locality,  so  if 
you  feel  that  there  is  a  problem  there,  it  shoidd  be  brought  up  with 
your  own  city  council  and  county  board  of  supervisors. 

Mrs.  Dunn:  First,  the  Federal  Government  tells  me  the  State,  the 
State  tells  me  it's  the  private  airport  operators.  I  wonder  who  it 
really  is. 

Teale:  Last  year  we  tried  to  write  all  of  the  violations  of  the  federal 
law  specifically  into  California  State  Law.  We  had  a  great  deal  of 
difficulty  in  doing  it,  and  didn't  have  it  prepared  in  time  to  submit, 
but  anything  that  is  illegal  under  the  federal  law  is  presently  illegal 
by  reference  under  the  California  law.  I  might  say  that  in  Los  Angeles 
County  the  sheriff"s  department  is  a  very  active  group  who  prosecute 
these  violations  of  federal  law.  They  are  aware  of  it,  and  they  are 
watching  it,  and  it  ha.s  to  be  done  at  a  local  level.  The  California 
Higliway  Patrol  can't  do  it;  it  has  to  be  the  local  sheriffs  and  police. 
I  feel  that  it  would  probably  help  a  great  deal,  however,  if  it  were 
codified  into  our  laAV,  so  that  the  oflicer  would  have  a  specific  section 
to  refer  to,  rather  than  the  federal  law,  when  he  writes  his  ticket.  We 
have  made  an  attempt  to  do  that  and  may  be  able  in  the  next  six 
months  to  get  the  thing  ready  to  submit  to  the  I^egislature.  It's  realh^ 
a  tremendous  job  to  do. 

IMrs.  Dunn :  Well,  the  point  I'm  trying  to  make  is  that  that's  exactly 
Avhat  this  pilot  did.  Everything  he  did  was  wrong,  and  apparently 
thei-e  Avas  none  around  to  stoj)  him.  He  was  not  supposed  to  be  fl3'ing 
at  night;  he  was  not  supposed  to  be  carrying  passengers;  he  was  not 
supposed  to  be  flying  in  an  intoxicated  condition. 
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We  do  liave  a  California  Highway  Patrol  who  is  at  least  out  trying 
to  stop  people  on  the  highways,  and  I  feel  Ave  should  have  someone 
available  at  the  airjiorts  to  try  and  stop  these  same  people. 

Thomas:  We  don't  find  that  section  in  the  Penal  Code,  but  we  have 
it  in  the  Public  Utilities  Code.  The  section  is  very  clear  that  anj^one 
operating  an  airplane  while  intoxicated  is  violating  the  law.  It  is 
unlawful  for  any  person  to  operate  an  aircraft  in  the  air,  or  on  the 
ground  or  water  while  under  the  influence  of  intoxicating  liquor.  But 
this  is  in  the  Public  Utilities  Code,  and  it's  not  in  the  Penal  Code. 
Now,  ]\Tr.  Murphy,  you're  the  attorney  for  the  committee,  how  would 
you  explain  that? 

Murphy:  It's  set  up  in  the  Public  Utilities.  We  don't  have  a  depart- 
ment, or  California  has  not  yet  provided  for  an  aeronautical  code,  or 
aviation  code 

Thomas:  Since  it's  not  in  the  Penal  Code,  who  can  enforce  this? 
Any  particular  officer  of  the  city,  or 

Murphy :  As  I  heard  the  statute,  any  law  enforcement  officer  would 
then 

Farr:  Here's  the  statute,  it  isn't  very  long,  I'll  read  it.  "It  is 
unlawful  for  any  person  to  operate  an  aircraft  in  the  air,  or  on  the 
ground  or  water,  while  under  the  influence  of  intoxicating  liquor,  nar- 
cotics, or  other  habit-forming  drug,  or  in  a  careless  or  reckless  manner 
so  as  to  endanger  the  life  or  property  of  another.  In  any  proceeding 
charging  careless  or  reckless  operation  of  aircraft  in  violation  of  this 
section,  the  court  in  determining  whether  the  operation  was  careless 
or  reckless  shall  consider  the  standards  for  safe  operation  of  aircraft 
prescribed  by  federal  statutes  or  regulations  governing  aeronautics." 

Mrs.  Myers:  May  I  make  a  comment  here?  I  had  hoped  that  Mr. 
Allen  from  the  Safety  Department  of  the  C.  A.  A.  would  be  here  this 
afternoon,  but  he  hasn't  arrived.  In  connection  with  that  I  have  ques- 
tioned him  about  it,  and  at  Long  Beach  Airport,  they  tried  to  stop  a 
pilot  who  was  very  definitely  intoxicated  from  getting  into  his  plane, 
but  they  have  no  police  powers  to  stop  them.  In  regard  to  inclement 
weather  and  visibility  absolutely  zero,  they  have  no  poAver  to  stop  those 
pilots  from  taking  off.  They  can  advise  them  not  to,  but  they  can't 
stop  them,  they  haA'e  no  police  power. 

Teale :  The  C.  A.  A.  does,  not  have  the  police  poAvers,  but  the  local 
authorities  have  police  power,  if  they  will  exercise  it. 

Mrs.  Myers :  Who  are  the  local  authorities  at  the  airport  to  stop 
them? 

Teale :  The  city  police,  the  sheriffs,  the  constables,  the  deputy 
sheriffs. 

Mrs.  ]\Iyers :  Then  Avhat  every  airport  should  have  is  an  officer 

Teale :  If  an  airport  manager  is  deputized,  he  can  do  it.  Am  I  right, 
Barney?  Let's  make  a  round  table  of  this.  Mr.  Murphy,  do  you  want 
to  comment  on  that? 

Murphy:  I  haven't  seen  the  penal — or  the  penalty  provisions,  but 
I  would  assume  tliat  it  is  a  misdemeanor,  and  any  law  enforcement 
officer  can  make  an  arrest,  oi-  any  private  citizen  can  also  make  an 
arrest,  if  the  misdemeanor  has  been  committed  in  his  presence.  That's 
ba'^ic  California  law. 

Teale :  Mr.  Barnett,  do  you  want  to  comment  now  ? 
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Barnett:  As  I  understand  it,  you  want  to  know  if  anybody  can 
stop  anybody  from  pet  tiny  into  an  airplane  when  intoxicated.  Well, 
we  do  not  have  the  same  law,  in  any  community  that  I  know  of  in 
California,  that  reads  the  same  way  that  the  automobile  code  does. 
Actually  in  most  major  cities,  and  almost  all  chartered  cities,  a  drunk 
getting  into  a  ear  can  be  arrested  on  sight,  just  getting  in,  around  or 
about.  We  do  not  have  anything  that  I  know  of  in  local  ordinances 
that  would  allow  even  a  recognized  law  enforcement  officer  to  do  any- 
thing about  a  drunk  in  and  around  or  about  an  aircraft. 

Farr:  ]\Ir.  IMurphy,  almost  every  city  and  county  has  provisions 
making  it  a  misd(Mneanor  to  be  drunk  in  a  public  place. 

.Murphy :  Eight. 

Farr:  An  airport's  a  public  place;  you  could  catch  him  there. 

Barnett:  Any  law  enforcement  officer  of  any  type  who  has  any 
authority  whatever  has  ample  authority  under  the  law  to  make  an 
arrest.  You've  got  adeipiate  law. 

Teale:  Don't  you  think  the  problem  is  that  your  law  enforcement 
officers  do  not  understand  the  jurisdiction  the}'  do  have? 

Barnett :  At  one  time  we  actually  held  classes  for  them  in  groups  in 
cities  and  counties  to  acquaint  sheriff's  and  deputj'  sherifl's  with  a  knowl- 
edge of  what  they  could  do,  because  in  the  case  of  false  arrest,  they 
themselves  become  liable,  and  if  it  is  not  spelled  out  in  the  code,  and 
consequently  they  can't  find  it  in  their  book,  it's  something  they  avoid. 
A  prominent  ease  was  one  in  Hollywood  where  the  airport  manager 
sent  for  the  police  chief  himself  at  6  o'clock  in  the  morning,  to  come 
out  and  make  an  arrest.  He  had  the  situation,  he  had  the  man,  he  had 
the  goods  on  him,  and  witnesses,  he  had  the  man  sitting  there,  and  had 
the  policeman  there,  and  the  chief  of  police  would  not  make  the  arrest, 
because  in  his  code,  it  wasn't  spelled  out  tliat  he  could. 

Kendall :  Senator,  the  enforcement  agencies  in  the  State  are  a 
little  bit  reluctant  because  if  they  enforce  under  state  law,  it's  all 
right,  the  judicial  procedure  is  set  up,  but  if  they  enforce  under  the 
C.A.A.  it  goes  to  federal  court. 

Farr:  What  about  enforcement  under  city  ordinance  or  county  or- 
dinance of  a  drunk  in  a  public  place? 

Kendall :  Yes,  they  can  do  it. 

Teale :  Mrs.  Dunn,  do  you  want  to  proceed  ? 

Mrs.  Dunn :  Well,  that  was  my  point,  that  I  feel  that  is  one  thing 
that  would  come  under  state  legislation.  I  feel  that  we  should  have 
something  that  says  you  shouldn't  be  intoxicated,  even  sitting  in  the 
airplane.  Most  of  these  things  are  things  that  come  under  federal 
jurisdiction. 

Mnri)hy  :  I  just  want  to  coninicnl  that  thai  pi'ovision  is  usually  done 
by  a  local  ordinance. 

]\rrs.  Dunn:  It  would  be  easier  to  cover  the  whole  State  though  than 
try  and  get  it  in  a  city  like  this. 

Teale:  Mrs.  McDaniel,  do  you  Avish  to  make  a  statement?  Will  you 
identify  yourself  for  the  record,  state  your  name  ami  address. 

^Irs.  McDaniel:  I  am  Velma  :\IcDaiiiel  of  2427  Wesi  2:.l.  of  [.omita. 
Shall  1  just  tell  you  what  hap])ene(l  in  that  accid(Mil  .' 

Well,  when  the  plane  hit,  the  house  was  shaking  (piitc  thoroughly. 
We  all  rushed  outside  to  speak  to  the  pilot,  and  asked  him  what  he  was 
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going  to  do  about  it.  He  just  told  us,  "AVell,  I  can't  do  anything.  I 
don't  have  insurance;  you  cairt  do  a  thing  to  ine.  You're  just  lucky 
that  we  didn't  hit  anybody  in  tiie  street." 

Are  we  suj^posed  to  have  children  out  in  that  street  first,  before 
we're  going  to  get  any  insurance  on  these  pilots,  or  protect  our  houses. 
"We  called  the  insurance  company  about  the  house,  because  there  are 
several  bad  cracks  in  it.  Our  insurance  could  not  cover  it,  but  they  sent 
a  $30  check  to  cover  some  spackling.  They  said  that  might  help  to 
spackle  the  cracks.  The  cracks  are  still  there. 

And  then  again,  when  Sundays  come  around  and  you  have  company, 
you  have  to  explain  to  them  and  apologize  to  them  about  these  pilots. 
The  pilots  Ave  have  been  told  are  up  high  enough  that  they  cannot  in- 
jure anybody,  yet  you  can  see  the  pilot  in  the  plane  in  the  cockpit.  You 
can't  speak  to  each  other  while  the  plane's  flying  overhead,  because  it's 
too  noisy.  All  of  it  is  a  pain  in  the  neck.  There's  nothing  else  to  say 
outside  of  that. 

Teale :  How  long  ago  did  this  accident  happen? 

Mrs.  McDaniel:  I  don't  remember  the  correct  date;  it's  been  a  couple 
of  years  ago. 

Teale :  Do  you  live  right  under  the  approach  pattern,  or  do  you 
live  outside? 

Mrs.  IMcDaniel :  I  live  right  across  the  street  from  ]\Irs.  Wells.  I 
don't  know  exactly  what  the  approach  pattern  is. 

Teale:  Do  they  all  come  over  your  house  when  they  land? 

Mrs.  McDaniel :  They  come  from  all  directions,  no  particular  way. 
You  don't  knoAv  whether  they're  going  to  come  in  from  the  left  of  the 
house,  or  the  right  of  the  house,  or  what. 

Teale :  How  far  from  the  airport  do  you  live  ? 

Mrs.  McDaniel :  I  'm  about  a  half  a  block  this  side  of  Crenshaw 
Boulevard,  and  from  the  airport  I  don't  know  the  exact  distance  that 
would  be. 

Teale:  Several  blocks? 

Mrs.  McDaniels :  Maybe  Mrs.  Myers  could  answer  that. 

Mrs.  Myers:  My  guess  is,  it's  less  than  1,000  feet. 

Teale :  Thank  you  very  much,  Mrs.  McDaniel.  Mr.  Robert  Lewis  is 
next.  Will  you  come  forward. 

Lewis :  M}^  name  is  Robert  Lewis,  representing  Mr.  Cecil  G.  Zaun, 
Supervisor  of  Safety,  Los  Angeles  Board  of  Education. 

I'm  here  to  reaffirm  our  interest  in  the  problem  which  you  senators 
are  concerned  with,  and  to  state  that  we  did  make  a  survey  of  planes 
flying  into  the  Doolittle  pattern  at  500  feet  or  below,  and  found  that 
some  school  sites  have  as  many  as  one  plane  an  hour  coming  in  at 
the  500  foot  mark. 

It  is  felt  that  at  the  present  time  the  information  regarding  the 
severity  of  th&se  accidents,  the  frequency  of  these  accidents,  and  the 
financial  obligations  involved,  such  facts  do  not  seem  to  be  adequately 
available  for  us  to  necessarily  take  a  definite  stand  at  this  time  on  the 
problem.  We  would  like  the  committee  to  invite  us  back  at  a  future 
date  when  other  meetings  are  held,  so  that  we  may  keep  apprised  and 
in  contact  with  this  work.  We  are  interested  in  the  federal  effort  to 
straighten  out  the  problems  of  dual  administration  and  supervision 
of  aircraft  and  flight  patterns,  and  we  feel  that  in  all  probability  in 
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the  future,  we  may  expect  more  definite  and  more  satisfactory  action 
at  the  federal  level. 

Teale:  Mr.  Lewis,  how  many  accidents  have  you  had  involving 
schools  ? 

LeAvis :  Primarily,  the  Pacoima  accident,  in  which  there  was  no  prop- 
erty damage,  no  material  property  damage  to  the  school.  Suits  were 
settled  with  individuals,  but  the  Los  Angeles  Board  of  Education,  to 
my  understanding,  assumed  their  own  liabilities  in  this  particular 
incident. 

Teale :  As  I  remember  the  details  of  that  accident,  the  Pacoima 
School  is  not  within  the  approach  pattern  of  the  airport,  is  it? 

Lewis:  I'm  not  certain  under  the  extended  Doolittle  pattern.  It 
wasn't  within  the  approach  pattern  of  the  CAA,  but  Avhen  they  ex- 
tended the  pattern  to  the  Doolittle  type,  which  is  a  little  broader,  in 
my  understanding,  it  may  have  been. 

Teale :  The  planes  involved  in  the  accident  were  not  in  an  approach 
pattern.  Is  my  memory  correct  on  that  ? 

Lewis:  Yes,  there  has  been  a  tendency,  evidently  for  some  of  these 
planes  to  drift  outside  of  the  Doolittle  line. 

Teal :  How  long  ago  was  it  that  we  passed  this  law  which  required 
approval  of  a  school  site  in  relationship  to  airports?  Barnej%  when 
was  that? 

Barnett :  Two  j^ears  ago. 

Teale :  IIow  many  schools  do  you  have  involved  now  in  an  approach 
pattern  ? 

Lewis:  We  have  reports  here  of  three  different  schools,  I  believe, 
which  have  complained  of  their  problems.  I  don't  know  offhand.  It 
should  be  remembered  that  in  order  to  preserve  tax  money  the  Board 
of  p]ducation  generally  buys  some  sites  some  10  or  12  years  in  advance 
of  the  projected  growth  of  the  city  in  various  directions.  We  have  found 
that  in  some  instances  the  land  has  been  purchased,  other  additional 
land  is  not  available  of  sufficient  size,  and  therefore  the  school  district 
has  proceeded  to  build  on  property  already  acquired,  and  this  in  some 
instances  has  caused  our  schools,  some  of  our  elementary  schools,  to  be 
in  a  Doolittle  pattern. 

Teale:  Have  any  been  constructed  in  the  last  two  years? 

Lewis :  Not  to  my  knowledge. 

Thomas:  ]\Ir.  Lewis,  earlier  in  your  testimony  you  mentioned  that 
there  were  violations  of  one  per  hour  on  the  elevations  that  these  air- 
planes are  flying  the  pattern.  Could  you  tell  me  how  you  determined 
that  they  were  violating? 

Lewis:  It  averages  out  roughly  that.  We  asked  the  principal  and 
faculty  in  the  schools  where  complaints  had  been  received  to  make 
observations,  and  this  is  their  estimate  of  it. 

Teale :  Thank  you  very  much.  Do  we  have  anyone  here  from  the 
Pacoima  Chamber  of  Commerce? 

Mrs.  Dunn:  I  don't  know  the  exact  date  that  these  were  mado,  but 
they  were  given  to  me : 

"TIio  riinmhor  of  ('omniorco,  I'resid^Mit  Hon  L.  O'Tlricn.  .iimoiincc'd  tlio  following 
n'foniinciKljitioiis,  folluwing  n'i»oi-t  of  the  I'iK'oima  Cli;mil)fr  of  ("oinmtMrc  f.ict  fimliii^' 
loiiiiiiiKfc  iiivcstiKiilin;;  rcci-iit  air  accidents: 

"(1)  Kncora};!'  more  .stringent  enforcement  of  jnesent  i-nles  anil  re<,Milations  gov- 
erninn  instrument  flight  coiulilions. 


SENATE   INTERIM    COMMITTEE   ON    AVIATION  243 

"(2)  Sufisest  all  private  i)ik)ts  ncquiro  basic  knowlodge  of  radio  procfidurc,  and 
demonstrate  same  at  the  time  of  issuance  of  pilot's  certificate.  Present  regulations 
do  not  stipulate  the  above,  and  as  a  result  many  certificated  pilots  are  flying  into 
marginal  weather  conditions  witliout  the  ability  to  communicate  their  problems  or 
receive  weather  information  or  instructions. 

"(3)  Sus'.iACst  more  thorough  check  and  investigations  Ity  the  authorities  to 
ascertain  whelhcr  pilots  with  instrument  ratings  are  maintaining  the  i)roficiency 
necessary  to  fly  under  instrument  conditions.  At  present  annual  instrument  checks 
are  specified,  due  to  constant  changes  in  instrument  procedures  and  the  necessity 
to  maintain  peak  efficiency,  the  committee  suggests  that  the  current  annual  checks 
be   made   semiannually. 

"(4)  Suggest  that  the  airport  managers  be  authorized  to  demand  the  necessary 
credentials  from  pilots  making  fliglits  in  nuirginal  or  known  instrument  conditions, 
and  be  further  authorized  to  enforce  the  filing  of  flight  plans.  While  current  i-egu- 
lations  si)ecify  the  filing  of  flight  plans  for  flights  in  instrument  weather  in  con- 
trol areas,  the  main  hazards  of  flight  are  originating  from  the  smaller  airports 
outside  control  areas.  In  most  cases  the  airport  operator  is  not  consulted  nor  has 
he  the  authority  to  prevent  flights  by  incompetent  persons.  The  commitee  is  cog- 
nizant of  the  C.A.A.  Tnanpower  shortage  and  the  difficulties  encountered  in  trying 
to  control  the  air  traflic  problems.  Suggestion  4  was  made  with  this  in  mind  and 
the  possibility  of  taking  advantage  of  the  experiences  of  the  airport  operators  and 
managers." 

Teale :  Thank  you  very  much.  Mr.  Woodley,  would  you  like  to  make 
any  comments? 

Woodley :  My  name  is  Earl  Woodley,  Manager  of  Compton  Airport. 
I'd  like  to  see  some  way  to  protect  the  people  by  insurance,  but  then 
I  can  also  realize  that  the  insurance  company  is  going  to  increase  their 
rates.  On  my  field,  at  Compton  airport,  about  85  percent  of  the  air- 
planes have  insurance.  We  also  have  the  Sheriff's  Squadron  there,  and 
I  can  assure  you  that  nobody  flies  drunk  from  my  airport,  because  they 
go  out  and  get  him  and  pull  him  out  of  the  airplane.  Now  also  that 
could  be  done  on  any  airport  by  deputizing  the  managers,  and  if  they 
are  specifically  drunk,  or  if  they  know  they  are  drunk,  they  could  get 
them  out  of  there.  But,  of  course,  that's  a  question,  is  how  drunk  is 
drunk.  You've  got  a  ticklish  situation  there. 

The  committee  has  got  a  really  hard  thing  to  do  because  you  don't 
know  whether  to  make  it  mandatory  or  not,  and  that 's  where  the  key  to 
the  whole  thing  is,  is  right  there.  Even  if  you  made  it  mandatory,  how 
would  3^ou  enforce  it.  Like  right  now,  even  at  the  airports,  j^ou  can't 
always  get  the  people  to  bring  in  their  insurance  policy.  And  some- 
times even  they  will  give  you  the  name  of  the  insurance  company,  and 
they  will  neglect  to  mail  out  the  policies. 

Teale:  Anticipating  that  you  have  some  way  to  enforce  it,  perhaps 
you  would  have  to  have  a  registration  of  both  aircraft  and  pilots  before 
you  could  put  teeth  in  this,  what  is  your  impression  as  to  the  accept- 
ability of  a  registration  program? 

Woodley :  I  can  tell  you  one  way  exactly  you  can  do  it.  The  tax  office, 
the  Marine  Division,  they  have  two  men  Bill  Senour  and  Wilson  Clark, 
and  we  have  to  itemize  every  airplane,  the  type  of  airplane,  the  NC 
number,  and  send  it  in  to  the  tax  office. 

Teale  :  Is  that  Los  Angeles  County? 

Woodley:  Los  Angeles  County,  yes.  And  then  every  three  months, 
we  make  a  list  up  for  the  sheriff's  office. 

Bryson  :  Do  j'ou  have  hangar  keepers  liability  at  your  airport? 
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"Woodley :  Yes,  and  that  is  pretty  good.  I  tliink  if  people  would  just 
let  things  get  ironed  out,  and  not  get  panicky  or  not  be  against  airports. 
If  they  would  just  let  the  government,  Civil  Aeronautics,  and  all  of 
these  committees  Avork  it  out,  I  think  that  we  will  work  overj'-thing  out. 
T  think  that  we  will  get  protection.  Aviation  is  relatively  new,  and  it 
will  take  time.  It  took  a  long,  long  time  to  get  the  laws  Ave  have  for 
automobiles,  and  it's  going  to  take  a  long  time  for  airports  and  air- 
planes. 

Teale:  "What  is  the  usage  of  your  airport  now  compared  with  five 
years  ago?  Is  it  more,  or  less? 

Woodley:  AVell,  I  would  say,  it's  a  different  type  of  business.  We 
have  more  executive  typo  aii-planes,  Avhere  they  rent  a  hangar,  and 
have  maybe  a  $40,000  to  $50,000  airplane.  I  don't  think  we  have  as 
many  units,  but  we  get  as  much  money  because  we  charge  the  executive 
type  airplane  more  money.  And  definitely  they  have  insurance.  The 
one's  that  don't  carry  insurance  are  going  to  weed  themselves  out  any- 
way. TheA'  don't  have  the  moneA'  to  keep  the  airplane,  and  A'ery  soon 
they're  not  going  to  be  able  to  afford  the  airplane,  so  the  airplane  is 
resold,  or  it's  junked  out.  They  Aveed  themseh^es  out,  anyAvay. 

Teale:  Do  you  find  that  the  man  that's  using  it  strictly  for  pleasure 
and  his  own  enjoyment  is  getting  fewer? 

"Woodley :  There  are  tAvo  types.  One  is  the  commercial  man.  He 's  got 
all  the  insurance  he  needs.  And  then  the  next  thing  is  the  corporate 
airplane,  Avhere  they  have  a  bigger  airplane,  and  they  have  their  oavu 
pilots,  and  they  have  all  kinds  of  insurance.  Because  those  people  get 
insurance  not  only  to  protect  the  people  on  the  ground,  but  tliey  don't 
want  laAvsuits.  They're  protecting  themselves. 

Teale :  Then  you  find  that  your  pleasure  flier  is  less  of  a  factor  than 
he  used  to  be  ? 

"Woodley :  Oh  yes,  definitely. 

Farr:  Do  you  knoAV  of  any  airports  that  have  as  a  condition  for 
renting  hangar  space,  or  space  to  tie  doAA-n  a  plane,  that  the  oAvner 
must  have  public  liability  insurance  on  that  plane? 

Woodley:  AVell.  Ave  have  that  in  our  field  pattern  that  Ave  giA'e  out 
to  every  tenant  that  they  must  liaA-e  insurance,  and  that  they  must  shoAV 
the  policies,  and  Ave  have  come  up  Avith  about  85  percent  of  the  200  air- 
planes that  we  haA-e  that  are  insured. 

Farr :  Is  your  field  a  private  field? 

Woodley :  Yes. 

Farr:  Are  there  any  ]iiiblicly  owned  airports  that  luiA'e  that  require- 
ment ? 

Woodley:  1  wouldn't  knoAV,  although  I  have  seen  Santa  Monica's 
field  jiattern  and  according  to  their  rules  and  regulations  they  have 
the  same  thing,  the  $100,000  to  $300,000  insurance. 

Farr:  Does  that  mean  that  a  plane  can't  land  at  your  airport  if 
they're  not  covered  by  public  liability  insurance? 

Woodley:  That  means  that  they  must  register  and  satisfy  us  that 
they  do  have  the  insurance,  but  like  I  say  you  give  them  a  little  tiuie, 
and  keep  Avaiting.  and  at  the  ]iresent  time,  Ave  have  about  85  percent, 
and  15  percent  that  avc  maybe  don't  have.  But  Ave  are  working  toAvard 
the  100  percent. 
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Teale:  Thank  you,  Earl.  Mr.  Bariiett,  do  you  have  any  comments 
or  remarks  ? 

Barnett:  You  asked  for  some  figures  on  the  number  of  aircraft  acci- 
dents. From  January  1st  to  June  3()th  the  record  this  year  showed  289 
accidents  in  California ;  we  had  77  fatalities ;  68  percent  of  this  number 
of  accidents  occurred  on  airports,  and  53  percent  occurred  during  the 
landing  phase;  about  21  percent  of  these  accidents  were  in  the  training 
phase,  whether  it  was  even  what  we  would  call  a  well-trained  man,  who 
might  be  trained  for  an  airline  rating,  but  much  of  this  training  is 
done  at  small  airports. 

On  this  problem  that  Mr.  Woodley  brought  up  that  would  raise  his 
insurance  rates,  I  would  like  to  amend  that  to  this  extent.  It  is  my 
understanding  by  all  the  insurance  companies  I  have  talked  to  on  the 
thing  that  if  we  did  manage  to  get  compulsory  insurance  in  California, 
it  would  bring  the  rate  way  down,  because  it  would  put  the  insurance 
companies  in  the  business  in  which  there  are  only  a  handful  who  would 
get  all  of  this.  This  would  put  them  in  a  mass  production  business 
Avhich  would  enable  them  to,  in  the  first  place,  get  a  much  better  set 
of  statistics  to  work  Avith  than  they  have  ever  had,  and  they  would 
know  what  they  are  doing,  and  they  would  be  able  to  reduce  the  thing 
to  a  short  form  recording,  and  that  sort  of  thing,  and  the  rate  would 
by  all  precedent  immediately  come  down.  I  have  had  estimates  by 
responsible  people,  such  as  Jack  West  of  U.  S.  Aviation  Underwriters, 
who  have  claimed  it  might  come  down  as  much  as  40  or  45  percent, 
which  is  a  good  thing  for  everybody. 

I  would  like  to  go  on  record  with  your  group  that  my  commission 
has  fought  with  this  problem,  as  you  know,  for  a  number  of  years  and 
they  have  proposed  this  legislation  on  three  previous  occasions;  and 
we  honestly  feel  that  in  all  of  our  experience,  we  couldn't  be  doing 
the  industry  a  better  favor  than  to  get  into  this  insurance  business, 
even  if  we  have  to  do  it  step  by  step,  whether  we  do  it  on  a  compulsory 
basis  to  start  with  or  not.  From  this  point  of  view,  that  obviously  if 
the  industry  doesn't  assume  its  obligation  in  this  manner  and  step  in 
and  take  its  own  leadership,  it  very  probably  will  have  something  forced 
down  its  throat  that  will  be  more  difficult  to  live  with  than  if  it  assumed 
its  own  leadership. 

As  has  been  brought  out  here,  individual  public  liability  and  prop- 
erty damage  for  aircraft  is  not  high,  because  the  experience  has  been 
good.  As  far  as  property  damage,  the  claims  have  been  so  low  that  it's 
actually  about  40  percent  cheaper  now  than  automobile  insurance  for 
the  same  risk.  We  think  we  can  make  it  even  cheaper  and  make  it  more 
palatable  by  this  method,  and  certainly  we  can  tell  you  by  sad,  bitter 
experience  of  a  long  stream  of  people  trooping  through  our  office  plus 
many,  many  letters  that  there  have  been  a  great  number  of  nonrecov- 
erable  cases. 

Unfortunately,  I  have  no  statistics  that  I  can  give  you.  If  you  actu- 
ally choose  to  go  ahead  with  legislation  on  it,  we  will  attempt  to  have 
ready  for  committee  hearings  in  Sacramento  next  spring  something 
to  button  it  down  to  the  number  of  nonrecoverable  cases.  It  will  take  an 
actual  survey  to  do  it,  and  we  've  never  had  the  manpower  to  do  it,  but 
w^e  will  make  the  effort  to  do  so. 
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In  the  combined  experience  of  tlie  commission  and  myself  Ave  have 
about  a  luindred  years  experience  in  tliis  business,  and  all  of  us  thor- 
oughly endorse  tliis  principle  that  Ave  had  better  take  the  leadershiji 
and  get  some  decent  protection  of  the  public  established  as  a  matter 
of  public  right,  or  the  public  is  going  to  force  it  doAvn  our  throat  Avitli 
even  stronger  terms  than  would  be  necessary  to  solve  the  problem,  as 
has  happened,  as  you  knoAv,  in  many  other  branches  of  the  trucking 
business  and  many  other  businesses  Avhcre  they  haven't  done  an  honest 
job  of  leadership  to  start  Avith. 

Murphy:  Of  \he  289  accidents  reported  from  January  to  June,  hoAV 
many  involved  private  aircraft  aAvay  from  the  field? 

Barnett:  I  don't  have  a  breakdoAvn.  We  get  the  second  copy  of 
C.A.A.'s  report.  The  field  representative  of  the  Civil  Aeronautics  Ad- 
ministration on  the  spot  makes  out  a  field  statement,  and  this  Ave  get  in 
a  matter  of  tAvo  or  three  days  as  a  rule.  But,  unfortunately,  there's  no 
folloAV  up,  so  Ave  don't  knoAv  Avhat  happens.  AYe  don't  knoAv  Avhether 
there  Avas  recovery  or  Avliethcr  there  Avasn't. 

MurphA':  I  knOAV  A'Ou  don't  have  the  statistics  available,  but  Avould 
you  say  that  it  was  over  50  or  under  50  percent  of  recoverability  in 
most  of  these  accidents? 

Barnett:  Oh,  I  daresaj-  it's  at  least  that. 

Murphy:  In  otlier  Avords,  more  than  50  i)ercent  are  unable  to  re- 
cover ? 

Barnett:  No,  more  than  that  are  able  to  recover.  But,  actuall}-  from 
a  point  of  vicAV  of  all  that  is  right  and  decent  and  lionorable  about  the 
matter,  the  public  is  suffering  as  to  use  of  the  air,  and  we  must  neces- 
sarily in  this  industry  assume  our  OAvn  obligation  in  the  matter  to  pro- 
tect them  and  hold  them  harmless  in  the  matter,  as  Avithin  human 
limits  of  possibility. 

NoAA',  A'ou  can't  go  to  some  of  the  lengths  that  Ave  have  heard  of. 
It  Avould  be  utterly  inconceivable  to  me  and  everybody  in  this  busi- 
ness to  be  forced  to  have  a  ti'affic  cop  on  every  airport.  We  have  oper- 
ated very  successfully,  and  I  think  verA'-  adequately,  for  a  number  of 
years  on  this  matter  of  self -policing.  The  Avhole  business  has  groAvn  np 
in  an  aura  of  self-policing. 

We  have  had  our  thorns  Avho  did  go  out  and  do  a  strange  thing  to 
people.  This  Avill  ha]i]ien,  and  one  life  is  too  many,  of  course,  but  from 
the  point  of  vicAV  of  comparing  it  in  any  Avay  you  Avant  to  across  tlie 
board  to  any  human  activity,  Avhether  it's  even  just  getting  out  of  bed 
and  getting  back  in,  there  is  a  risk  in  movement.  A  human  body  being 
transported  involves  a  risk,  and  the  bathtub  is  the  most  dangerous 
thing  in  America  today,  as  is  a  bicycle,  etc.,  and  certainly  any  figure 
that  you  Avant  to  take,  hoAvever  you  Avant  to  compare  it,  Avhether  it's 
airlines  or  pi-ivate  aircraft  or  anything  else,  Ave  are  Avay  beloAv  an 
acceptable  minimum  as  compared  to  any  other  human  endeavor.  Cer- 
tainly one  ol'  the  most  dangerous  things  Ave  can  do  today  is  let  a  kid 
ride  a  bicycle.  Statistically,  in  terms  of  tlie  number  of  broken  bones 
and  number  of  fatalities  avc  have,  the  airline  today  is  16  to  17  times 
safer  thaji  a  bicycle,  and  2(i  times  safer  than  a  bathtub,  something 
like  that,  and  12  times  safer  than  an  automobile.  These  are  acceptable 
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things,  it'  wo  aocept  wliat  we  seem  to  accept.  We  have  400  people 
killed  over  tlie  weoUoiul,  and  I  don't  see  anybody  doing  very  much 
about  it,  or  getting  concerned  about  it,  or  getting  excited  about  it. 

Tcale:  Tinink  yon,  Barney.  Mr.  Muri)hy,  I  would  like  to  ask  you 
one  question.  Certificated  air  carriers  are  required  by  the  Federal 
Government  to  carry  liability  insurance,  aren't  they? 

Tom  Murphy  (Western  Air  Lines)  :  Yes,  they  are. 

Teale :  That,  then,  would  be  the  reason  for  the  exceptions  from 
these  uniform  laws? 

Murphy :  Yes,  I  would  say.  Senator,  too,  that  we  are  very  tlioroughly 
covered.  I  don't  know  all  the  specifics  from  the  insurance  standpoint, 
but  we  are  covered  for  about  six  to  seven  million  dollars  for  each  air- 
craft accident,  so  I'm  quite  certain  that  it's  quite  adequate  to  cover 
anything  that  might  happen  in  the  way  of  property  damage  or  public 
liability.  There's  never  been  any  problem  on  that.  The  C.A.B.  does 
require  us  to  luive  a  certain  amount,  but  we're  way  beyond  that. 

Teale :  Is  there  anyone  else  who  wishes  to  add  to  our  hearing  today. 
Ladies  and  gentlemen,  I  wish  to  thank  you  very  much  for  your  attend- 
ance and  for  the  evidence  which  j^ou  have  offered.  We  in  the  Legis- 
lature are  more  than  interested  in  the  many  problems  that  face  us  so 
far  as  aviation  is  concerned,  and  we  felt  that  this  problem  of  financial 
responsibility  was  one  of  the  foremost  ones  that  we  will  have  to  con- 
sider in  the  next  year,  and  maybe  for  years  beyond  that.  I  think  that 
what  we  have  heard  today  would  indicate  that  there  are  not  many 
people  opposed  to  the  thought  that  people  who  fly  airplanes  should 
be  responsible  for  any  damage  they  cause,  and  perhaps  by  this  time 
next  year  we  will  have  concrete  results  to  offer  to  you.  Thank  you. 

The  following  letter  was  submitted  as  written  testimony  to  the  com- 
mittee : 

"We,  the  undersigned  are  a  few  of  the  many,  for  various  reasons  were  unable 
to  appear  at  the  aeronautical  hearing  held  here  in  Lomita  recently  covering  the 
subjects  of  compulsory  insurance,  low  and  hazardous  flying,  etc. 

"In  view  of  this,  we  would  appreciate  the  privilege  of  adding  and  voicing  our 
testimony  through  correspondence. 

"We  either  live,  or  conduct  our  place  of  business  here  in  Lomita.  In  many  cases 
we  both  live  and  conduct  our  business  here.  Since  Torrance  has  taken  over  the 
operation  of  the  Torrance  Municipal  Airport  some  twelve  to  fourteen  years  ago, 
it  has  rapidly  developed  into  a  playboy's  playground  through  which,  their  almost 
constant  ring-around-the-rosy  and  careless  low  flying  keeps  the  people  living,  working 
and  owning  property  here  in  Lomita  and  Harbor  City  in  a  constant  state  of  fear 
for  their  livrs,  their  homes  and  places  of  business. 

"To  us  it  seems  unreasonable;  unfair  and  unjust  to  place  the  safety  of  the  lives 
and  property  of  thousands  at  the  mercy  of  a  few  unscrupulous,  unrestricted  and 
uninsured  air-minded  playboys,  who  could  have,  and  still  can  carry  out  their  so- 
called  practice  flying  out  away  from  this  thickly  populated  area,  which  was  here 
estaldished  many  years  prior  to  that  of  the  Torrance  airfield.  Or,  at  least,  they 
could  extend  the  present  runways  westward  over  Torrance  far  enough  to  keep  their 
activities  and  practice  flying  entirely  over  Torrance,  thus  relieving  Lomita  and 
Harbor  City  of  the  loss  of  their  homes  and  the  constant  strain  under  which  the 
careless  flying  places  them. 

"Again,  to  us  it  seems  very  unfair  and  unjust  that,  inasmuch  as  Torrance  has 
their  air  pattern  laid  out  over  Lomita  and  Harbor  City,  that  Torrance  should 
harvest,  or  reap  all  of  the  monetary  returns  from  the  field's  operation.  It  is  indeed 
a  very  convenient  and  well-paying  business  for  Torrance  by  laying  out  their  air 
pattern  over  Lomita  and  Harbor  City,  thereby  placing  entirely  on  us  the  jeopardy 
of  human  life,  the  destruction  of  property  and  the  constant  nuisance  created  which 
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interferes  with  our  business,  our  rest  and  our  radio  and  television  programs,  while 
again  we  repeat,  Torrance  reaps  all  of  the  monetary  returns  from  the  field. 

"In  conclusion,  we  wish  to  thank  and  express  our  appreciation  to  you  and  your 
staff  for  hearinjr  our  cause,  and  sincerely  trust  that  you  will  be  able  to  enact  legis- 
lation which  will  give  us  at  least  some  measure  of  relief  from  the  constant  perils 
and  nuisance  which  affects  our  daily  lives  and  places  of  business.  Thank  you." 
Respectfully, 

Signed  by : 
Malcolm  Cameron,  193G  No.  Lomita  Blvd. 
John  Manzetto,  2324  W.  250  St.,  Lomita 
(and  20  other  residents  of  Lomita) 


APPENDIX  E 

WAYS  AND  MEANS  TO  ASSIST  IN  THE 

DEVELOPMENT  AND  CONSTRUCTION 

OF  AIRPORTS 

The  Senate  Interim  Coniinittee  met  on  December  3,  1958,  in  Sacra- 
mento, California,  witli  Senator  Stephen  P.  Teak',  cliairman,  presiding?, 
Senator  Fred  S.  Farr,  present,  and  Senator  Swift  Berry,  absent.  Also 
present  were  Patrick  R.  Mnrphy,  connsel  for  the  eonnnittee,  and 
Robert  Bryson,  execntive  secretary  of  the  committee. 

Senator  Teale  called  the  meeting  to  order,  stating  that  the  meeting 
today  was  to  consider  a  number  of  things,  most  of  them  having  to  do 
with  financing  airports,  and  ways  and  means  to  do  this.  This  meeting  is 
a  result  of  requests  by  numerous  agencies.  There  are  other  agencies  in 
the  State  who  are  not  so  much  interested  in  the  meeting  or  our  purposes, 
but  in  fairness  to  all  people  involved,  we  are  holding  a  hearing  in  the 
hope  that  it  will  some  way  help  us  in  working  out  some  of  the  problems 
that  we  will  have  to  meet  in  the  next  year. 

As  first  witnesses  we  will  hear  from  the  supervisors  association,  and  I 
will  ask  Mr.  MacDougall  to  introduce  the  witnesses. 

MacDougall :  Mr.  Chairman,  and  gentlemen  of  the  committee,  my 
name  is  Bill  MacDougall.  I  am  general  counsel  for  the  County  Super- 
visors Association. 

I  think  the  Legislature  is  certainly  aware  of  the  deep  and  continuing 
interest  of  county  government  in  not  only  the  airport  program,  but  the 
interest  of  county  government  as  the  basic,  grass  roots  local  govern- 
ment of  California  in  all  matters  pertaining  to  aviation.  We  have 
worked  and  struggled  and  sweat  with  the  Legislature  and  its  committees 
ever  since  1 946  in  the  creation  and  career  of  the  California  Aeronautics 
Commission  and  the  endeavor  to  finance  public  airports  through  the 
unrefunded  aviation  gas  tax.  We  watched  with  a  great  deal  of  dismay 
what  happened  to  the  federal  legislation  for  federal  aid  in  financing  air- 
ports at  the  last  session  of  Congress  and  we  find  ourselves  then  in  the 
same  position  as  the  State  and  other  local  governments  here  today  with- 
out the  federal  funds  which  were  expected  and  which  are  needed,  and 
that  merely  amplifying  the  problem  that  exists  in  California  with 
respect  to  the  financing  of  public  airports. 

We  have  some  specific  fields  of  inquiry  which  we  would  like  to  invite 
the  committee  to  go  into  and  some  general  recommendations,  and  to 
present  those  we  have  here  today  the  Director  of  the  Coujity  Super- 
visors Association  of  California,  Supervisor  James  Stearns  of  Modoc 
County,  and  Supervisor  Don  Clausen  of  Del  Norte  County,  who  is 
president  of  the  aviation  unit  of  the  Redwood  Empire  Association,  and 
I  would  like  to  ask  those  two  witnesses  to  be  called  and  to  present  the 
county  thinking  on  the  matters  currently  before  this  committee. 

Stearns:  Mr.  Chairman  and  members  of  the  committee,  my  name  is 
Jim  Stearns,  supervisor  from  Modoc  County,  member  of  the  Board  of 
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Directors  of  tin-  ('i)UM(y  Siiprrvisoi-s  Assocint  inn.  As  I'.ill  iiidicalcd  n 
inniiiciil  Jiirn.  Mill-  .issiicial  inn  lijis  not  ronmilizcd  any  sprcidc  rccdiii 
iii('ii(lali(»iis  (III  llic  iiiallrrs  llial  Vdii  have  hcrorc  von  hnlay,  l»nl  we  did 
have  an  inrnniial  iiiccliii,^'^  lliis  niiii'iiiiii;  (•!'  iikmiiIxts  of  tlic  Avialiini  Ad 
vis(»ry  ( 'tiiiniiilli'c  and  a  ronpic  <»!'  supervisors,  and  we  did  coiiic  lo  a  few 
}r<'ii('ial  ('oiiclusions,  'I'lii'V  liaNc  not  lii>rii  forit  ali/.rd,  liy  act  ion  of  the 
hoai'il  (d'  dircctofs  a1  tliis  liinc,  lint  wv  anliripalc  a  fnll  lled^'cd,  fnll- 
lilowii  Mviiition  foiiiiiiit lt'(>  ol"  onr  association  and  liy  llic  time  sonic  of 
tlic  rccoiniiicndal  ions  llial  yoiii*  coimiiittcc  malvcs  to  the  I  j<'jj:islalnre 
have  jelled,  we  will  l;e  in  a  position  to  co  operate  with  yon  and  ^ivc  yon 
some  iiKn'e  spccilie  reconiniendat  ions. 

(leiienilly  speaking,  wo  came  to  these  eoiielnsions.  Thai  the  whole 
^rencral  nirporl  picture"  in  Caliloinia  is  notliinj^'  that  any  level  of  -^ov- 
enimenl  i.in  he  partienlarly  prond  of,  I  can  look  aronnd  at  the  other 
slates  around  ns.  and  in  most  instances,  we  don't  conipare  too  well.  I 
ilon't  know  whether  the  priiicijial  fault  is  the  I'anlt  of  the  connlies  or 
the  cities  or  the  Stnle.  or  who  it  is.  hnt  there  is  very  delinitely  a  need 
I'oi"  sonic  .sort  of  a  ireiieral  co-ordinated  aviation  pro«rram  I'or  the  de- 
\t>lop>iien|  (d'  airport  I'acilitics  in  Calit'oriiia.  IJecoLrni/in'j'  that.  I  think 
that  we  can  start  rijzht  at  the  he'>iiiniiiir  .'iiid  at  the  point  where  we  will 
most  certainly  end  np,  and  that   is  on  the  reveinie  (piestion. 

As  it  has  iiccn,  tlii're  has  heeii  scane  reveiine  ^oin;.''  to  airports,  cer- 
lainly.  hnt  llie  |)ro^'rjim  has  not  heen  pnt  to^^cther  on  a  statewide  hasis 
•  ir  has  it  necessai-ily  heen  co-ordinated  from  the  standjioint  of  all 
Jiviation  uses.  The  revenne  that  the  industry  has  provided,  taxation 
wise,  is  not  retnrned  to  the  henetil  of  the  indnsti\v.  part  icniarl.w  as  in 
the  instance  of  hi'diways.  under  the  ( 'oilier  r.iirns  foniinla.  all  the 
Invation  rexenne  that  motor  vehicles  and  motor  vehicle  fuels  raise 
r(>lni'ns  to  that  use,  and  California  has  de\  eloped  a  system  (d'  hitrh- 
ways  that  is  s(>cond  to  none  in  the  I'nilcd  States,  and  second  to  none 
in  the  world,  as  a  result  of  ;ipplyin<j:  all  of  the  rcvenncs  that  accrue 
from  that  plias(<  of  the  industry  \o  the  improvements  that  tie  in  with 
it.  oiir  streets  and  hii^hways  pro^M'am. 

I  think  jfenerjill.N'  the  ('oniily  Supervisors  A.s.social  ion  is  j^Miint^-  to 
favor  a  profj:rjnn  wliere  all  the  taxation  revi'nnes  that  the  aviation 
iiidnstj-y  i-aises  will  iro  hack  toward  the  support  and  advaiieeiiient  of 
axiatioii  facilities  in  California.  It  draws  a  piMallel  jirclty  much  with 
the  ( 'oilier  r.nrns  formnla. 

Now.  the  lirst  item  that  \  on  are  iroinir  lo  consider  today  is  the  o\er- 
ave  that  is  acenmnlaled  in  a  iras  tax  in  California,  and  we  feel  ^-eiici-- 
ally  at  this  time  that  most  certainly  that  money  should  he  used  for 
airport  purposes.  It  should  not  he  tossed  oil"  into  soiiu'  other  fund  or 
the  p:eneral  fund.  It  was  raised  Ifom  a\ialion  fuel  tax  and  should  he 
lised  for  aviation  purposes.  Iiiil  rather  than  dist  lihnt  in<;  it  on  the 
hasis  of  the  same  formnla  that  it  is  now  where  many  comities  and  even 
many  cities  are  jnst  lettini;  the  money  aeeiimnlatc.  the  ovei-ayc  thai 
exists  there  shonid  he  apportioned  niidei'  some  .system  where  counties 
and  cities  who  are  makiiij;  use  of  e\(>ry  hit  of  that  airport  money  np 
to  this  point  e(nild  use  it  It)  <in  ahead  with  their  pro^M-ams.  for  the  lijiie 
lu'iu^.  That  would  he  a  temporary  proposition  and  I  think  that  your 
formula,  when  \  on  arn\e  .n  it.  shtmld  reco;^ni/.e  the  tact  that  sonii" 
eonntics  and  some  cities  are  iisiiil;   that    moiie\-,  and   it   should  «ro  to  the 
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oiii's  \vlu>  li;i\(>  ;i  |u-(>;n".'nu  iioiii;;  ;iiul  If  IIiom-  w  lio  siiiii>l\  hnvcn'l  luul 
iMiouuli  iu»MU\\  lo  ivtM  iMuv  III  olluM-  worils,  st'l  |>;irl  of  il  aside  aiiil  I'ixc 
ihtMu  Ji  littli'  liiiH'  \o  pick  It  up  and  us(>  it  \\)v  aii'pdrl  piirptiscs.  If  tlu'V 
(lou"!.  pill  il  hack  iii  llic  Imid  lit  j^'o  lo  llu'  oii/s  \\\\o  Ai^  waul  lo  use  il, 
like  till"  hospital  moiicx  thai  \\('  vol  I'or  a  lon-v  time,  \pii  rcniiMiihcr, 
tht>st>  who  iici'ih'd  hospitals  luidl  them  wilh  the  imMiex  ,  ;iiid  tlose  who 
didiTl  let  llm  iuoii(\\'  j;'0  l)ack  into  the  I'liiid  and  those  who  iieed(>d  ic- 
j»ppli(ul  lor  it  and  rtM-eivtMl  additional  t'niids.  but  I'or  thai  specilic 
purpose. 

In  the  matter  ot'  in  iitai  taxes,  I  think  prohahlv  that  is  ilu"  phasi>  of 
it  that  this  committee  is  most  interestt'd  in  iK'ai'inn'  Irom  the  siipt-r 
visors  association.  rhei'(>  is  a  proposal  maile  that  the  properlv  taxes  on 
Jiirplanes  be  handled  vciv  imicli  the  wa,\  the  l)(>parliiieiit  of  .\b>lor 
\'t>hiebN  handles  auloinol)iles,  thai  the  State  assess  and  «'ollt'cl  that  lax 
and  i-el'und  it  to  tin*  connlies.  The  supervisors  do  j'eel  Ihal  that  sort  (d' 
ihiu.u'  is  s:'ot)d  business  I'or  I  hi-  count  !(>>.  for  a  \ariely  ol'  reasons.  How- 
ever. Ilu>  iiK'a  of  t.\  iuii'  il  down  and  rest  rid  in,<;'  lh«'  lioard  of  supervis(U's 
and  its  use  nndnlv  is  not  onr  idea  id'  r^ooA  busiiM>ss,  As  it  stands  now 
nndei"  lh(>  motin-  vehiidi'  in  lien  lax  I  he  money  eonu's  b.ack  in  one  check. 
It's  ideni  iliabl('  as  iiionev  Irom  a  speiilie  soiirci'  and  al  out  half  our 
connlies  use  it  I'or  Ihost-  pnrposts.  Toil  it  is  discnM  ioiiary  with  the 
l)oard  o\'  snper\isors.  'Idie_\  can  put  it  in  I  lie  (|t>neral  l*\ind  or  llie_\  c.iii 
Use  it  I'or  road  purposes.  Aly  own  coiint,\  uses  1(10  peiv'ent  (d'  their 
mot(M'  \(>hiele  in  lien  lax  iiioiu'v  I'or  road  purposes.  Some  counties  um- 
none,  smne  I'onnlies  use  a  ptMlimi,  some  vary  from  ,\ear  lo  year,  lint 
ir  Ihal  \V(>re  done,  il'  some  state  agency,  such  ;is  llu'  S|;i|e  MepartiiienI 
of  .\('ron;int  ies,  assessed  the  airplanes,  colleclcd  llie  iiione\  .  and  re 
I'uiuled  il  as  a  cheek,  Iheu  each  board  id'  siiperxisin-s  would  lia\e  to 
show  Iheir  axdalion  people  in  Ike  county  a  wvy  ^^oed  tea -jo n  I'm'  iiol 
usiuij  tliat  inoiiex  I'or  ;iir|H)rl  purposes.  It  would  then  have  a  laj^'  on 
it;  it  doesn't  now.  The  taxes  thai  are  colleclcd  on  airplanes  in  all  ol' 
our  counli(>s  are  just  a  p.irl  of  the  whole  personal  properly  role  and 
they'i-e  not    identitiable    ^'on  can't    pick   them  out   al   all. 

There  are  an  aw  lid  lot  of  lli-iht  plans  tiled  on  the  l.isl  day  id'  l*'eb 
rnar.\  evei'y  year.  'I'liey  i^o  onl  id'  the  Stale;  they  ivo  lo  counties  where 
the  tax  rate  is  a  little  li»wer;  they  ;':o  all  o\er.  And  in  lie  instaiiei*  of 
the  stale  assessment  of  moior  xchicles,  the  nweniie  on  lli.il  ;dmosl 
doubl(>(l  jusi  as  soon  as  the  Stale  set  their  I'cjvist  r,il  ion  Ice.  In  other 
words,  e\eryoue  Ihal  owed  ;i  |;ix,  p.aid  it.  As  il  stands  now.  probably 
hair  the  aircral'l  of  the  Slate  .-ire  not  pa,\  iiii';  tlieir  Inll  and  ,iiist  taxes. 
They  are  supposed  to.  but  there  are  ,iii  awl'iil  lot  lo;  I  lliei'e.  Tlli>y  slip 
around.  The  lirst  da.\  ol'  iMaridi  liiids  airplanes  scallei'ed  pi'etly  iniieh 
all  over  the  country.  Thai's  the  ;;ame  da,\  the  Iraelors  head  I'or  the 
woods  and  plows  disappear  on  dilch  banks,  etc.  and  we  can  slop  that 
on(>  partieular  phase  of  loss  by  a  Stale  re';ist  rat  ion  system.  ( )re":oii 
does  thai;  they  assi.uii  a  niimbei-  other  than  a  ('.A. A.  iinmber  to  each 
airplane.  The  re<;'ist  I'al  ion  fee  is  \('i-y  slij.>lit.  I  lliiiik  it's  oO  cents  or  f};  I , 
mcM'ely  eiuMiiili  lo  co\-er  the  cost  id'  pi'oeessiui;'  this  lliiii!:\  and  I  hey  still 
let  the  counties  assess  them,  but  we  could  carr\  that  one  step  rnrllier 
and  assess  and  collect  il  as  we  do  the  in  lien  lax  moni',\ .  1  think  I'roni 
the  slandpoiid  of  the  counties,  that  would  be  \ei'y  <^'oo(l  business.  How 
over,  the  one  poiiU   ol'  insist  in^^'  Ihal    I  hey   use  it  I'or  airpiu'l    pui'poses 
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Avould  in  many  iustanoos  be  poor  business.  Some  counties,  such  as 
Alpine,  don 't  even  have  a  site  for  an  airport,  and  others  are  so  situated 
that  thej'  aren't  in  the  airport  business.  But  like  the  recreation  bus- 
iness, I  anticipate  the  time  when  tlie  counties  are  goinj;  to  be  very 
much  in  the  airport  business,  and  I  have  only  one  real  purjjose  here 
this  mornintr,  and  that's  to  assure  you  that  when  this  airport  con- 
struction proirram  goes  ahead,  ratlu-r  than  han<iin<;  back  on  the  bridle 
as  counties  have  historically  done  in  California,  I  think  you  will  find 
the  counties  and  the  County  Supervisors  Association  ready  to  co- 
operate and  carry  their  full  sliare  of  th(>  burden  in  whatever  ])rogram 
that  you  come  up  with. 

So  far  as  specific  reconnnendations  are  concerned,  I  think  that  Su- 
pervisor Don  Clausen  has  a  fcAv  of  those  at  this  time  from  the  Redwood 
Empire  Association,  and  probably  at  the  next  meeting  of  your  com- 
mittee, our  recommendations  can  be  formalized  by  the  action  of  our 
full  aviation  committee  and  the  action  of  the  board  of  directors.  If 
you  have  any  question,  I  Avill  be  glad  to  answer. 

Teale :  I  have  a  (juestion  that  you  might  wish  to  bypass  at  this  time, 
and  answer  later.  You  talk  about  a  co-ordinated  program  of  airport 
development.  j\ly  understanding  of  the  attitude  of  the  Supervisors 
Association  and  League  of  Cities  both  is  that  they  wish  to  have  local 
autonomy  insofar  as  possible.  1  got  the  impression  from  your  state- 
ment that  you  felt  tliat  they  had  perhaps  fallen  down  a  little  bit  on 
the  overall  good  development  of  airports,  and  perhaps  needed  some 
co-ordinating  force  to  help  in  the  planning  and  development  of  the 
airport  program.  Is  that  what  you  were  trying  to  say? 

Stearns:  You're  right,  the  county  supervisors  have  opposed  that 
in  the  ]iast,  but  tliat  is  one  of  the  changes— I'm  going  to  hedge  to  the 
extent  that  the  board  hasn't  taken  anj^  action  on  this  thing,  yet,  but  the 
opinion  of  the  peo])le  who  met  this  morning  was  that  our  position  is 
going  to  change  on  that  and  we  are  going  to  favor,  definitely  favor, 
some  sort  of  a  co-ordinated  program,  very  much  the  same  as  the  State 
Division  of  Highways  co-ordinates  the  federal  aid  secondary  program. 
It's  an  advisory  thing,  they  furnish  engineering  Avhen  necesssary  but 
tlu^  final  judgment  of  selecting  jobs  and  doing  the  work  and  all  is  still 
left  up  to  the  county.  But  it  is  co-ordinated,  and  certain  basic  stand- 
ards are  met,  and  I  think  that  you  Avill  find  that  the  County  Super- 
visors Association  will  favor  some  sort  of  a  state  co-ordinated  program 
from  this  point  forward.  They  have  not  in  the  past,  you're  correct. 

Teale:  You  feel  that  the  association  would  be  willing  to  sacrifice  a 
little  of  their  autonomy  for  the  sake  of  a  better  co-ordiiuited  program? 

Steai'us:  Sacrifice  what? 

Teale:  A  little  of  their  local  autonomy.  Just  as  they  did  in  the 
Collier-P>urns,  I  don't  thiid<  they  wanted  to  saci-ifice  any. 

Stearns:  I  don't  believe  in  practice  they  actually  sacrificed  any- 
thing in  the  Collier-Burns.  I  think  that  most  of  the  counties,  counties 
like  mine,  particularly,  were  benefited  tremendou.sly  from  it. 

Teale:  Maybe  you  weren't  on  the  Board  of  Supervisors  when  that 
came  in. 

Stearns:  Yes,  1  was. 

Teale:  In  the  county  where  1  was.  we  heard  (luite  a  bit  about  sacri- 
fice of  local  autonomv. 
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Stearns:  AVell,  it's  stilL  a  mattxM-  ol"  decree  all  over  the  State,  but  I 
don't  believe  in  this  instance  Ave'd  be  sacrificing  veiy  much  of  anything. 
I  might  prove  wrong  on  that,  but  I  really  don't  see  how.  Airplanes  are 
not  static,  they  move  around,  and  it's  sort  of  like  recreation,  a  person 
who  owns  an  airplane  in  Los  Angeles  likes  to  land  in  places  other  than 
Los  Angeles  County,  and  there's  a  sort  of  statewide  responsibility 
there,  and  as  it  stands  now,  you  have  bettei*  luck  finding  your  way  into 
some  of  the  little  conununities  in  Nevada,  and  Oregon  and  Idaho  than 
you  do  in  some  of  the  little  communities  in  California.  Up  to  this  point 
it  has  been  pretty  much  up  to  the  local  county  or  city  government  in- 
volved as  to  whether  they  had  an  airport  or  not,  and  if  they  had  one 
how  far  their  facility  went,  etc.  I  think  that  there  should  be  some 
kind  of  co-ordination.  It  goes  back,  of  course,  to  the  financing.  Some 
sort  of  an  adequate  financing  program  tied  to  the  whole  thing  should 
follow  through.  It  has  not  been  that  way  in  the  past.  Airports  have 
had  to  depend  on  the  ad  valorem  tax  payer,  who  historically  can  see 
no  merit  in  being  taxed  to  build  an  airport.  Until  just  lately  when  the 
agricultural  aviation  proposition  got  to  be  such  an  important  factor 
in  agriculture,  farmers  didn't  like  to  pay  taxes  for  airports.  Agricul- 
tural aviation  has  reached  a  point  in  California  now  where  California 
agriculture  cannot  do  without  it.  It  is  an  absolute  necessity.  They  could 
outlaw  gasoline  and  hurt  them  no  more. 

Bryson :  On  this  in  lieu  tax,  you  feel  that  this  would  be  a  fair  tax, 
but  you  feel  that  you  shouldn't  peg  it  down  to  any  specific  purpose? 

Stearns:  I  don't  believe  that  it  should  be.  I  think  that  part  should 
be  discretionary  with  the  board  of  supervisors.  I  think  that  in  actual 
practice  you  would  find  that  each  of  these  boards  would  have  to  show 
the  aviation  interests  in  their  own  county  a  better  use  for  the  money 
than  airports  before  they  could  spend  it  for  any  other  purpose,  because 
the  money  would  then  be  identifiable.  As  it  is  now,  you  can't  pick  it 
out  of  there,  any  more  than  you  can  pick  out  the  tax  on  washing  ma- 
chines or  television  sets;  it's  just  part  of  the  whole  figure.  I  think  in 
actual  practice  you  would  find  the  big  bulk  of  it  going  direct  to  airport 
purposes. 

Teale :  Thank  you  very  much.  Supervisor  Don  Clausen. 

Clausen:  ]\Iy  name  is  Don  Clausen.  I'm  a  member  of  the  Board  of 
Supervisors  from  Del  Norte  County  and  the  newly  elected  President 
of  the  Redwood  Empire  Association,  Aviation  Unit.  I  was  in  on  the 
session  with  Mr.  Stearns,  and  I  expect  to  be  on  a  committee  of  the 
Supervisors  Association  which  we  are  contemplating  setting  up  in  the 
association,  a  special  aviation  committee. 

In  the  way  of  background,  I  might  add  that  I  am  a  former  airport 
manager ;  I  am  a  charter  member  of  the  original  California  Association 
of  Airport  Executives.  I  think  that  will  qualify  my  background  a 
little  bit. 

I  think  two  words  that  would  represent,  in  my  opinion,  the  feeling 
of  the  aviation  industry  of  the  need  that  we  have  in  California  are 
co-ordination  and  revenue. 

As  we  say  on  the  board  of  supervisors,  we  can  cure  anything  as  long 
as  you  have  money.  But,  by  the  same  token,  I  think  that  if  we  are 
going  to  arrive  at  funds,  it  should  be  on  a  co-ordinated  program.  Mr. 
Stearns  indicated  the  fact  that  California  is  very  sadly  lacking  in  an 
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overall  airport  program.  Each  and  overy  one  of  us  would  have  ideas 
on  wliy  that  jiroblom  exists,  but  I  think  it  is  wrapped  up  in  one  word, 
co-ordination. 

The  State  of  ()i-e<|-on  wliidi  is  riiiht  directly  north  of  me  and  Idaho, 
as  an  example,  have  two  very  well  co-ordinated  programs.  Of  course, 
California  being'  of  the  lenytli  and  size  that  it  is  obviously  would 
have  many  more  problems  than  the  State  of  Oregon  or  Idaho.  I  think 
the  answer,  in  my  opinion,  and  I  think  this  states  the  views  of  the 
people  over  in  our  area,  and  as  a  former  airport  manager,  that  the 
airport  development  program  in  the  State  of  California  does  not  have 
to  be  as  difficult  as  it  appeai-s.  T  think  the  precedent  has  been  estab- 
lished through  the  Collier-Burns  higliway  legislation.  I  think  that  if 
everyone  in  this  room  would  take  the  time  to  familiarize  themselves 
with  the  highway  legislation  and  the  program  up  to  date  it  would  pro- 
vide you  with  information.  Having  been  a  former  airport  manager, 
as  I  became  a  member  of  the  board  of  supervisors,  it  gave  me  enough 
information  to  see  how  the  State  of  California  could  follow  the  prec- 
edent established  in  the  development  of  highways  and  freeways,  which 
as  Mr.  Stearns  has  indicated  is  the  leading  in  the  world. 

I  might  also  add  on  that  level,  1  think  we  are  in  a  good  position, 
as  you  know  Senator  Teale,  Senator  Collier  who  is  chairman  of  the 
Highway  Transportation  Committee  is  the  Senator  from  our  area,  and 
I  have  discussed  this  with  Mr.  Collier,  as  you  know.  I  think  that  he 
is  willing,  and  I  think  very  able,  to  assist  in  any  method  that  we 
can  develop  or  devise  to  develop  a  program  of  aviation  in  the  State. 

The  parallels  I  might  give  you,  I  think  we  have  got  to  start  to  rec- 
ognize that  co-ordination  has  got  to  come  from  some  level,  and  I  be- 
lieve the  co-ordination  on  the  highways  comes  through  the  Highway 
Commission.  "We  already  have  the  Aeronautics  Commission.  I  think  it 
should  be  given  the  recognition  it  deserves  and  co-ordinate  your  pro- 
gram through  them.  At  the  individual  county  level  you  have  indi- 
vidual problems.  T  might  add,  we  were  very  fortunate  to  have  as  one 
of  the  members  of  the  committee  this  morning  Mr.  Art  Hook,  who  is 
a  former  regional  administrator  of  the  C.A.A.  of  the  southwestern 
states  and  the  Pacific  Islands,  and  was  also  the  Assistant  to  the  Admin- 
istrator of  the  C.A.A.  in  Washington.  If  you  would  like  to  call  upon 
him  for  comment  afterwards,  it  would  be  very  interesting. 

You  might  be  interested  to  know  that  the  County  of  Los  Angeles 
is  in  the  process  of  recognizing  a  need  for  establishing  an  airport 
division.  The  City  of  Los  Angeles,  of  course,  has  always  had  a  pro- 
gram, very  well  co-ordinated  under  Woodruff  DeSilva. 

I  think  the  parallel  of  the  highway  legislation  is  there.  The  recent 
veto  by  the  President,  I  think,  has  indicated  the  attitude  on  the  part 
of  the  taxpayers.  I  think  a  lot  of  people  looked  upon  the  veto  as  some- 
thing very  critical,  and  I'm  sure  that  in  many  areas  it  was  very 
critical.  Areas  that,  of  necessity,  must  have  federal  aid  to  airports. 
But  I  think  the  parallel  that  can  bo  followed  is  going  to  be  through 
the  same  arrangement  we  have  through  highway  legislation.  The  Col- 
lier-Burns Bill,  as  you  know,  provides  the  maintenance  money.  We 
have  a  program  set  up  under  Avhat  we  call  federal  aid  to  secondary  and 
I  think  a  similar  program  in  aviation  could  be  established  ultimately. 
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I  think  that's  wliere  the  federal  aid  coidd  come  in.  F  think  tlie  Presi- 
dent's attitude  has  indicated  that  the  people,  and  1  say  this  as  a 
former  airport  manajier,  generally  we  all  resorted  to  federal  aid,  and 
I  did  it  along-  with  the  rest  of  them,  because  there  was  no  other 
place  to  go  come  u})  with  revenue.  Airport  managers,  in  general,  have 
been  placed  in  the  very  bad  situation  of  having  to  resort  to  tiiat,  and 
I  think  they're  going  to  have  to  continue,  of  course,  in  the  larger  and 
terminal  airports  in  particular.  But  I  think  it  can  be  co-ordinated 
in  a  similar  level  to  the  federal  aid  to  secondary,  and  as  I  say  in 
Los  Angeles,  they  have  the  freeways  there,  they  naturally  get  more 
money,  etc.  So  I  don't  think  this  has  to  be  a  very  complicated  thing. 
I  think  the  precedent  has  been  established  and  if  it  is  followed  in 
that  line,  T  don't  think  it's  going  to  be  very  difficult.  As  I  said,  it 
takes  co-ordination  and  revenue.  If  there  are  any  questions,  T  would 
be  very  happy  to  answer  them. 

Farr:  You  emphasized  the  need  for  co-ordination.  Don't  you  think 
there  is  also  a  need  for  co-ordination  between  the  activities  of  the 
State  Aeronautics  C'ommission,  the  Outdoor  Recreation  Commission,  the 
Department  of  Water  Resources,  the  Division  of  Beaches  and  Parks, 
and  others,  because  where  the  Department  of  Water  Resources  locates 
our  giant  dams,  there  are  going  to  be  a  lot  of  people  that  want  to 
get  there,  and  many  people  want  to  go  by  air ;  where  the  Division  of 
Beaches  and  Parks  are  locating  our  beaches  and  parks,  I  believe  there 
are  none  on  our  coast  that  have  airports  near  them ;  where  the  local 
water  conservation  districts  are  developing  their  dams,  there  are 
possible  locations  of  airports.  Doesn't  this  all  call  for  some  kind  of 
co-ordination  on  the  state  level  of  all  of  these  activities? 

Clausen :  I  think  I  can  answer  that  in  this  w^ay.  Is  it  not  true  that 
the  Plighway  Commission  co-ordinates  it  in  the  manner  in  which 
you  have  described? 

I  think  that  in  the  aviation  field,  of  course,  there  is  more  need  for 
it,  particularly  from  the  recreational  aspect,  and  I  think  that,  as  an 
example,  in  the  larger  counties,  Los  Angeles,  San  Francisco,  and  Ala- 
meda, etc.,  they  have  an  entirely  different  problem  than  we  do  out 
in  the  outlying  areas,  so  to  speak.  But  by  the  same  token,  they  are 
essentially  a  little  bit  better  financed  and  much  more  co-ordinated 
because  of  staff,  etc.,  but  I  still  believe  that  all  of  this  should  be 
co-ordinated  through  the  state  level,  as  you  have  indicated. 

Teale :  Where  are  you  going  to  get  your  money? 

Clausen :  Well,  as  has  been  indicated,  we  have  the  unrefunded 
money,  that  is  the  one  source  of  revenue  now.  As  we  have  said  before, 
the  money  has  to  come  from  some  place,  and  as  I  have  observed  in 
many  cases,  we  find  on  the  board  of  supervisors,  everybody  is  for 
everything  as  long  as  they  can  get  somebody  else  to  pay  for  it.  I  don't 
think  that  the  people  in  the  aviation  industry  can  continually  push 
this  thing  off  to  the  ad  valorem  tax  payer.  I  think  you're  going  to 
have  to  come  up  the  same  way  as  the  highway  development  with  a 
fuel  tax,  and  the  aviation  industry  if  it's  going  to  go  any  place,  in 
my  opinion,  is  going  to  have  to  come  up  with  an  aviation  "fuel  tax  of 
a  similar  nature. 

On  the  amount,  I  believe,  and  I  have  testified,  the  airlines  have  a 
little  bit  different  problem  because  they  come  in  from  the  standpoint 
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of  revenue  to  airports  in  a  little  bit  different  manner.  1  think  that 
you'll  have  to  jrive  consideration  to  the  agricultural  people,  who  have 
a  little  bit  different  problem,  but  I  think  all  of  that  can  be  worked 
out  administratively,  and  the  fundamentals  are  there,  and  it's  just  a 
(luestion,  in  my  oi^inion,  of  arriviiiir  at  a  formula.  I  think  that  ulti- 
mately the  overall  program  in  the  State  of  California,  and  this  would 
be  the  Utopia,  I  recojrnize,  in  every  county  we  should  have  if  it  is 
conceivably  possible,  so  you  have  some  co-ordination  on  the  county 
level  for  zoning,  etc.,  a  department  of  aviation,  recognized  in  each 
county.  Then,  conforming  to  the  home  rule  principle  that  the  Super- 
visors Association  has  adopted,  it  aff'ords  the  opportunity  for  the 
county  in  its  own  right  to  adopt  its  own  program.  However,  if  it  can't 
be  co-ordinated  through  the  state  assistance  and  through  the  commis- 
sion. I  would  also  like  to  see  someday,  and  I  would  caution  you  on  this, 
and  there  has  been  some  problem  under  the  Collier-Burns  Bill,  that 
the  road  commissioner  or  as  we  would  put  it  in  the  aviation  field, 
the  aviation  director,  as  a  registered  civil  engineer.  Noav  that  is  not 
mandatory  at  this  point  under  the  Collier-Burns  Bill,  and  it  has 
created  problems  because,  to  be  quite  frank  about  it,  you  end  up  with 
a  political  crony  sometimes  as  your  road  commissioner.  I  think  the 
criteria  should  be  established  of  some  sort,  and  I  recognizi;  that  this 
is  in  advance,  for  the  qualifications  for  professional  experience  for  a 
Director  of  Aviation  in  each  county.  Now  the  California  Association 
of  Airport  Executives  and  the  American  Association  of  Airport  Execu- 
tives could  provide  that  sort  of  a  criterion,  so  that  you'll  end  up  with 
a  fellow  who  is  schooled  in  aviation  and  not  the  fellow  who  is  in 
charge  of  sewage  as  your  airport  director,  and  I  think  that  goes  along 
the  line  of  co-ordination. 

Teale:  I'm  going  to  call  next  on  Amador  County,  Board  of  Super- 
visors, Mr.  Lee  Ide.  I  would  like  to  acknowledge  the  presence  here 
today  of  the  present  Mayor  of  Roseville,  who  is  the  Assemblyman- 
Elect  from  the  Sixth  Assembly  District,  who  will  represent  the  League 
of  Cities  here  later  today,  and  after  that  I'm  going  to  ask  him  to 
sit  with  the  committee. 

Ide:  I  am  Lee  Ide,  from  Pine  Grove  in  Amador  County,  representing 
the  board  of  supervisors  here  today.  I  am  currently  chairman  of  the 
board  in  Amador,  and  I  want  to  express  the  board's  gi-atitude  for  this 
opportunity  that  lias  been  afforded  to  say  a  word  in  their  behalf.  I  have 
a  brief  written  statement  I  would  like  to  read. 

Our  airport  owes  its  existence  to  the  Federal  Airjiort  Act,  the  Unre- 
funded  Gas  Tax  Fund  and  a  board  of  supervisors  who  realize  that  an 
airi)ort  is  an  asset  and  a  necessity  if  we  wish  to  maintain  our  economic 
status  in  the  State.  Each  year,  however,  the  board  finds  an  increasing 
reluctance  on  the  part  of  the  taxpayers  to  contribute  to  a  service  that 
affects  the  majority  in  an  indirect  mainun-.  Although  the  board  does 
not  agree  in  whole  with  this  thinking,  we  do  feel  that  the  large  part 
of  this  burden  should  be  placed  on  the  users.  At  the  present  time,  we 
have  in  effect,  at  state  level,  a  highly  satisfactory  road  and  highway 
I)rograra  connnoidy  known  as  the  Collier-Burns  Act,  with  which  we 
are  all  familiar.  It  would  seem  that,  with  a  minimum  of  effort,  aircraft 
could  be  blanketed  into  this  same  program  and  we  would  gladly  wel- 
come and  support  the  necessary  legislation  to  the  conclusion  of  such  a 
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program.  In  fact,  we  feel  that  such  a  propram  is  long  overdue,  and 
that  the  Legislature  in  the  past  lias  avoiiled  the  levying  of  any  tax 
against  this  type  of  transportation.  We  intend  to  request  our  own 
California  Supervisors  Association  to  aid  and  assist  our  state  repre- 
sentatives in  preparing  the  necessary  legislation  to  relieve  local  gov- 
ernment from  this  total  burden  that  is  characteristically  local,  State 
and  national  in  concept.  AVe  are  prepared  to  follow  such  legislation 
through  committee  hearings  down  to  the  floor  of  both  houses.  It  would 
seem  to  this  board  that  if  the  Legislature  has  seen  fit  to  justify  a  motor 
vehicle  fuel  tax,  why  does  not  this  same  body  recognize  that  an  airplane 
is  no  dift'erent  from  an  automobile,  truck  or  bus  as  a  vehicle.  The 
Federal  Government  does  not,  as  evidenced  by  the  2-cent  federal  tax 
on  all  types  of  fuel. 

We  liave  at  present  in  Amador  County,  an  airport  that  is  in  need 
of  an  extensive  expansion  program.  We  also  have  need  for  additional 
landing  strips  in  the  county.  But,  before  this  happens,  the  identifiable 
individuals,  companies  and  groups  receiving  specific  benefits  must 
assume  the  largest  portion  of  these  costs. 

In  closing,  we  would  like  to  express  our  thanks  to  you  and  your  com- 
mittee and  extend  an  offer  of  our  assistance  in  support  of  any  feasible 
plan  to  benefit  the  development  of  airports  in  the  State  of  California. 

Teale :  Apparently  you  are  in  favor  of  soaking  somebodj^,  and  pref- 
erably the  users  to  finance  this. 

Ide  :  Very  definitely.  That  is  the  general  feeling. 

Teale :  Now,  if  in  creating  a  kitty  at  the  state  level  from  which  to 
draw  money  to  finance  the  program,  at  least  to  some  extent,  are  you 
willing  as  a  board  to  accept  the  direction  which  will  probably  come 
from  the  state  level  along  with  the  money  ? 

Ide  :  I  'm  sure  we  would.  You  mean  in  the  nature  of 

Teale  :  The  rules  and  regulations  for  using  the  money. 

Ide  :  That's  the  expression  of  the  board  at  this  time. 

Teale :  Mr.  Lunardi. 

Lunardi:  Mr.  Chairman,  and  members  of  the  committee,  my  name 
is  Paul  Lunardi ;  I  am  presently  the  Mayor  of  Roseville,  and  I  have  a 
resolution  here,  adopted  by  the  City  Council  of  Roseville,  which  I 
would  like  to  read  into  the  record. 

Resolution  No.  57-44,  a  resolution  favoring  adoption  of  legislation 
authorizing  appropriations  of  state  funds  to  develop  airports  and  air- 
port facilities. 

Whereas,  State  taxes  have  been  and  are  beins  imposed  upon  the  sale  of  aviation 
gasoline,  and  are  being  collected  l)y  way  of  deduction  from  funds  in  the  motor  vehicle 
fuel  tax  paid  by  the  consumers  of  aviation  gasoline  ;  and 

Whereas,  The  State  of  California  should  encourage  and  assist  cities  and  counties 
of  the  State  to  develop  local  airport  facilities  by  giving  financial  assistance  to  the 
cities  and  counties,  develop  airport  facilities,  since  such  airport  facilities  will  be 
used  by  persons  from  all  parts  of  the  State ;  and 

Whereas,  The  amounts  of  state  assistance  for  the  development  of  the  local  ai  port 
facilities  could  be  equitably  measured  by  the  amount  of  sales  tax  paid  by  the  con- 
sumers of  aviation  gasoline  ;  now,  therefore,  be  it 

Resolved,  That  it  is  hereby  resolved  by  the  City  Council  of  the  City  of  Roseville, 
State  of  California,  that  the  said  council  favors  the  adoption  of  legislation  by  the 
California  Legislature  favoring  the  appropriation  of  state  funds  in  the  amount  of 
total  sales  tax  collected  upon  the  sale  of  that  aviation  gasoline  during  the  preceding 
year  to  assist  cities  and  counties  of  California  in  the  development  of  local  airports 
and  airport  facilities. 
9— L-4764 
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Passed  and  adopted  by  the  City  Council  of  the  City  of  Roseville,  this  tenth  day 
of  July,  l!t.">7,  by  the  following  roll  call. 

Ayes — Councilmen  Paul  Lunardi,  Harold  Short,  and  George  A.  Campbell. 

Noes — None. 

Absent — Councilmen  Joseph  Colnar  and  M.  C.  Lewis. 

Signed  and  approved  by  me  after  its  passage  this  tenth  day  of  July,  1957. 

George  A.  Campbell,  Mayor 
Attest :  R.  W.  Terry,  City  Clerk 

Teale :  Now,  I  understand  yon  are  also  going  to  represent  the  League 
of  California  Cities. 

Lunardi :  I  understand  that  the  material  isn  't  here  yet. 

Teale:  Let's  wait  until  this  afternoon.  Do  you  want  to  come  up  here 
with  us?  We  have  Mr.  Fred  Taplin  of  the  City  of  Ha\^vard. 

Tajilin :  ^Mj-  name  is  Fred  Taplin.  I  represent  the  City  of  Ilayward 
and  am  employed  as  its  airport  manager.  I  have  a  short  statement  that 
I  would  like  to  read  into  the  record. 

Li  reviewing  linancial  problems  for  necessary  airport  development 
within  the  State  of  California,  several  facts  are  self-evident  in  our 
opinion.  They  are:  (1)  the  promotion  and  passage  of  general  obligation 
bonds  for  airport  purposes  is  neither  practical  nor  successful  in  many 
instances;  (2)  that  the  interest  rate  on  revenue  bonds  for  tliis  purpose 
is  excessive,  tlius  making  this  type  of  financing  quite  unattractive; 
(3)  that  with  the  coming  of  the  jet  age  and  the  growth  of  general  busi- 
ness and  aviation,  it  is  mandatory  that  improvements  to  our  State  Air- 
port System  be  made  at  the  earliest  possible  time. 

"We  have  looked  into  various  financing  methods,  such  as  gasoline  tax, 
long-term  low  interest  rate  funding  by  tlie  State,  operating  revenue, 
and  nonaviation  revenue  from  airport  property,  ad  valorem  tax  at  the 
owning  agencies  level,  in-lieu  taxation  for  aircraft  registered  in  the 
State  of  California,  and  the  necessary  registration  connected  therewith, 
etc.  (Revenue  from  this  source  to  go  to  fields  where  aircraft  based). 

It  appears  that  of  all  the  methods  listed,  the  three  most  important 
appear  to  be:  (1)  state  loan  fund;  (2)  in-lieu  taxation;  and  (3)  avia- 
tion fuel  tax.  In  order  to  meet  the  needs  as  soon  as  possible,  it  is  felt 
that,  first,  the  loan  fund  should  be  established,  and  that  in-lieu  taxa- 
tion for  aircraft  registered  in  the  State  and  the  state  registration  must 
come  soon,  not  only  because  of  its  revenue  bearintr  characteristics,  but 
also  the  ease  of  administration  that  would  be  afforded  by  having  state 
registration  of  aircraft. 

I  will  add  here  that  as  far  as  airports  are  concerned,  the  ownership 
determination  of  aircraft  is  a  big  problem. 

Aviation  fuel  tax. — It  appears  it  might  be  satisfactory  to  all  aviation 
groups  if  the  amount  of  the  tax  is  held  close  to  the  use  tax  now  paid 
(sales  tax)  and  that  approximately  75  percent  of  the  revenue  derived 
at  any  airport  facility  would  be  returned  to  it,  leaving  25  percent 
di.scrctionary  fund  available  to  be  administered  by  the  State  of  Cali- 
fornia. This  latter  fund  would  help  establish  recreational  airports, 
emergency  airports,  and  airports  in  small  towns  who  do  not  now  have 
them.  It  is  our  belief  that  the  industry  generally  would  support  these 
items,  and  that  successful  enactment  of  the  legislation  to  implement 
them  would  adequately  serve  the  citizens  of  the  State  of  California. 


SENATE    INTERIM    COMMITTEE   ON    AVIATION  259 

Teale :  Mr.  Taplin,  you  operate  the  Hay  ward  Airport,  is  that  right  ? 

Taplin:  Yes,  sir. 

Teale :  What  has  been  the  use  pattern  of  your  airport  the  past  10 
years?  Has  there  been  a  change  in  character  of  usage,  has  there  been 
a  significant  change  in  the  number  of  people  using  it,  where  do  they 
come  from,  and  where  do  they  go,  and  what  type  of  aircraft  are  they  ? 

Taplin :  Well,  we  are  general  aviation  airport,  although  we  do  have 
some  military  operation.  As  far  as  the  use  pattern  is  concerned,  we've 
grown  in  traffic  volume  substantially  and  continue  to  grow.  We  have 
approximately  300  aircraft,  civilian  aircraft,  based  there,  plus  about 
25  to  30  military,  and  we're  pressed  for  improvements  necessary  to 
take  care  of  that  number  of  people.  Now  the  people  do  not  come  gen- 
erally from  the  City  of  Hayward.  They  come  from  the  unincorporated 
areas  and  many  areas  that  are  not  associated  even  with  Alameda 
County.  We  serve  actually  for  this  type  of  use  the  entire  Bay  area. 

Teale:  Is  most  of  your  usage  by  the  planes  that  are  based  there,  or 
by  transients? 

Taplin :  I  would  say  about  60  percent  of  the  use  is  by  the  aircraft 
that  are  based  there,  and  about  30  percent  by  transients. 

Teale :  Maybe  10  percent  by  the  military  ? 

Taplin :  Roughly. 

Teale :  Of  your  transients,  what  is  their  primary  business  ? 

Taplin :  I  would  say  about  60  percent  of  the  transients  that  visit  us 
are  on  business.  We  cater  mainly  to  the  corporate  and  business  aircraft. 

Teale :  Has  there  been  any  marked  change  in  the  character  of  your 
transients  over  the  past  few  years  ? 

Taplin :  Yes,  it  has  increased  substantially,  and  we  notice  further 
that  the  type  of  aircraft  being  flown  in  this  business  is  an  improved 
class  of  vehicle,  and  that  the  company  using  it,  is  using  it  in  more  com- 
plete fashion  than  it  has  been  used  before. 

Teale :  Your  airport  now  is  presently  financed  in  what  way  ? 

Taplin :  Our  airport  is  operated  completely  out  of  its  own  operating 
revenue.  We  have  not  been  on  the  tax  rolls  of  any  agency  for  the  last 
10  years.  This  is  possible  because  we  are  in  a  heavily  populated  metro- 
politan area,  plus  the  fact  that  we  .just  administer  it  so  that  this  hap- 
pens. It  doesn't  mean  that  we  do  all  the  improvements  that  we  should 
do.  Certainly,  we  do  not.  We  have  had  probably  one  of  the  least  amount 
of  federal  aid  grants  of  any  airport  in  the  State  although  we  have  had 
some,  probably  $23,000  all  together. 

Teale :  What  was  the  source  of  your  airport  in  the  first  place  ?  Was 
that  a  federal  surplus  ? 

Taplin :  This  was  a  government  surplus  airport.  I  will  say  this,  there 
there  probably  wouldn't  be  an  airport  there  if  the  government  hadn't 
built  it  first. 

Teale :  The  airport  itself  cost  the  City  of  Hayward  nothing  ? 

Taplin :  That 's  right. 

Teale :  Now  on  what  basis  do  you  have  it  now,  a  lease,  or  use  permit, 
or  has  it  just  been  transferred  to  the  city? 

Taplin :  The  city  owns  fee  title,  with  a  deed  restriction  that  it  must 
be  operated  as  a  public  airport  facility.  It  can't  be  used  for  anything 
else.  This  is  one  of  the  things  that  I  think  vou'll  find  this  true  of  most 
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surplus  airports  in  the  State.  We  need  vast  improvement  to  take  care 
of  the  customers  that  Ave  have.  So  far  we  feel  that  the  customers  are 
willing  to  pay  for  this,  and  they  don't  object  to  the  feas,  etc.  which 
we  charge  them. 

Teale:  Do  you  think  you  could  finance  your  airport  out  of  current 
revenues  if  you  were  in  the  position  of  other  areas  where  you  would 
have  to  pay  for  the  airport  to  begin  with,  say  on  a  bond  issue,  or  long 
term  loan?  Woidd  that  take  care  of  that,  plus  your  maintoiiance,  plus 
your  future  repair  work,  future  expansion? 

Taplin :  AVe  wouldn't  be  able  to  operate  the  extensive  facility  that 
we  do,  certaiidy  not,  and  it's  highly  unlikely  that  the  city  would  under- 
take to  build  the  kind  of  facility  we  have.  We  have  a  Class  i  airport 
which  is  quite  large,  and  any  city  of  our  size,  our  population  is  now 
about  65,000,  which  is  300  percent  more  than  it  was  in  1940,  would 
probably  build  a  much  more  limited  facility  than  they  have.  Whether 
they  would  be  able  to  operate  it  out  of  operating  revenue  would  depend 
on  the  surrounding  population  generally. 

Teale:  Do  you  think  you  are  stealing  much  business  from  Don 
Martin .' 

Taplin :  No,  as  a  matter  of  fact,  I  talked  to  him  the  other  day,  and 
asked  him  if  he  couldn't  take  some  of  our  customers  from  us  because 
we  have  too  many. 

Teale :  What  was  his  answer  to  that  ? 

Taplin :  lie  said  no,  thank  you,  I  have  too  many  also.  So  there  we  are. 
Murphy :  Would  you,  Mr.  Taplin,  care  to  expand  a  little  bit  on  3'our 
statement  as  to  the  fact  that  general  obligation  bonds  were  neither 
practical  nor  successful  in  manj^  instances? 

Taplin :  I  think  we  will  all  agree  that  the  attitude  of  the  average  tax- 
payer on  aviation  matters  is  one  of  "What's  in  it  for  me?"  It's  very 
difficult  to  assess  this  value  to  them,  particularly  if  it  is  not  an  airline 
airport,  and  as  a  result  we  have  gotten  through  an  unsuccessful  cam- 
paign for  airport  improvements,  as  well  as  some  others  in  the  city,  and 
we  feel  that  it's  just  sort  of  an  indication  on  the  taxpayer's  part  that 
"Sure,  these  things  are  fine,  but  let's  let  the  people  who  u.se  them,  pay 
for  them." 

Murphy :  In  other  words,  if  your  airport  had  an  air  carrier,  a  gen- 
eral obligation  bond  would  have  more  chance  of  success? 

Taplin:  I  don't  know.  The  City  of  Los  Angeles  had  to  try  for  about 
five  times  before  they  made  theirs,  and  they  have  a  lot  of  carriers,  so 
I  don't  know.  I  do  know  that  if  it  can  be  shown  that  it's  an  absolutely 
mandatory  thing  in  order  to  maintain  service,  such  as  San  Franci-sco 
lias  done  in  their  25  million  dollar  bond  issue,  that  it  has  a  value  to 
the  average  citizen  of  the  city,  then  they  Avill  vote  for  it. 

Murphy :  Then  it  is  yor  opinion  that  it  is  more  practical  and  feasible 
to  impose  a  tax  on  aviation  fuel  as  a  revenue  device  than  tlie  other 
means. 

Taplin:  This  is  one  of  tlie  revenue  i)roducing  features.  I  tliink  that 
there  has  to  be  a  coml)ination  of  all  of  them.  I  don't  think  we  can 
leave  anything  unturned. 

Bryson:  You  mentioned  that  your  airport  is  self-supporting.  What 
percentage  of  this  support  comes  from  aircraft  activity,  and  related 
activity,  and  unrelated  activity,  roughly. 
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Tapliu:  This  is  a  little  bit  lianl  to  break  down  on  the  spur  of  the 
moment.  I  would  say  roughly  about  70  percent  of  it  comes  from  air- 
craft activity. 

Bryson :  Just  what  is  the  nature  of  the  unrelated  activity? 

Taplin :  We  farm  all  of  the  areas  that  are  not  used  for  buildings  or 
runways  or  taxiways,  and  we  lease  certain  space  for  manufacturing 
activity  which  is  not  directly  connected  Avith  aviation,  and  that's  about 
the  extent  of  it. 

Teale :  In  deriving  income  from  aviation  activity,  in  what  way  do 
you  derive  it? 

Taplin :  We  sell  fuel,  we  lease  space  for  hangars. 

Teale:  How  much  of  an  override  do  you  collect  on  fuel? 

Taplin :  It  runs  about  an  average  of  8  cents  a  gallon. 

Teale:  Eight  cents  above — Let's  see  where  we  are.  If  I  buy  a  gallon 
of  fuel  at  your  airport,  how  much  do  I  pay  for  it  ? 

Taplin :  You  pay  38  cents  if  you  buy  the  octane. 

Teale :  How  much  of  that  38  cents  goes  back  to  the  airport  for  airport 
purposes  ? 

Taplin :  That  would  be  8  cents.  In  other  words  we  pay  the  rest  out  as 
cost  of  fuel,  and  servicing,  etc.  and  taxes. 

We  provide  the  forms  necessary  for  our  customers  to  reclaim  state 
tax.  All  airports  do  not. 

Teale :  Now,  you  collect  8  cents  on  gas.  Do  you  charge  landing  fees  ? 

Taplin:  Yes. 

Teale :  How  much  ? 

Tapliu :  We  have  a  weight  f reciuency  formula.  It 's  9  cents  per  thou- 
sand pounds  on  the  gross  weight  of  the  aircraft.  This  does  not  apply  to 
general  aviation  aircraft.  We  do  not  charge  a  landing  fee  for  them. 
Our  landing  fees  start  at  12,500  pounds  weight. 

Teale :  Then  j^ou  have  hangar  rent  that  is  classed  as  aviation  revenue  ? 

Tapliu:  That's  right. 

Teale  :  Do  you  have  tie-down  ? 

Taplin:  Yes. 

Teale :  Then  do  you  class  your  shops  as  a  source  of  aviation  revenue  ? 
The  rents  that  they  pay  ?  Or  do  you  have  shops  there  ? 

Taplin :  We  have  many  maintenance  shops  and  point  operations.  I 
thing  there  are  about  30  all  together.  However,  our  only  direct  revenue 
from  these  is  the  fact  that  they  attract  customers  who  will  buy  gasoline 
and  other  products  from  us,  and  the  rent  that  we  w^ould  get  from  the 
space  occupied  by  the  shop  building,  or  the  operation. 

Teale:  Thank  you  very  much.  Mr.  Wilmer  Garrett,  Superintendent 
of  Airports,  City  of  Fresno. 

Garrett:  At  the  outset,  I  would  like  to  state  that  your  agenda  lists 
me  as  representing  the  City  of  Fresno.  I  would  like  to  state  that  the 
statements  I  will  make  have  not  been  adopted  as  the  official  policy  of  the 
City  of  Fresno.  They  are  my  own  opinions  as  of  this  time,  therefore  do 
not  construe  anything  as  being  the  official  recommendation  by  the  gov- 
erning body  of  the  City  of  Fresno. 

There  are  many  items  pending  within  the  State  other  than  the  finan- 
cial aspect  of  aircraft,  and  if  you  have  no  objection  I'll  touch  on  those 
just  briefly. 

10— L-4764 
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The  first  is  sonic  means  of  controlling  the  installation  of  obstructions 
to  air  navigation  in  the  State,  something  that  could  be  called  the  "tall 
towers  act,"  or  sometiiing  of  that  nature.  At  the  present  time,  the  in- 
stallation of  radio,  TV  and  other  obstructions  is  controlled  primarily 
by  the  Federal  C'ouunuuicatioiis  ("ommissioii  with  the  Civil  Aeronautics 
Administration  through  the  Kegional  Airspace  Subcommittees  holding 
hearings  to  determine  w'hether  or  not  they  are  an  obstruction  to  navi- 
gation, but  F.  C.  C.  seems  to  have  the  final  determination  as  to  where 
they  go.  F.  C.  C.  and  C.  A.  A.  a  few  years  ago  in  theory  got  together 
and  set  up  an  antenna  farm  concept  with  the  intent  that  if  new  antenna 
Avere  to  go  into  a  connnunity,  they  would  have  to  be  located  adjacent 
to  existing  anteniui  so  that  such  obstructions  could  be  w-ell  identified 
on  a  map  and  they  would  be  clustered  in  one  area  rather  than  being 
scattered  around  the  complete  perimeter  of  a  community.  That  theory 
was  just  a  theory;  it  has  not  been  followed  in  practice,  with  the  result 
that  we  are  all  faced  continually  with  efforts  of  communication  com- 
l)anies  to  put  antenna  around  airports.  Our  endeavors  to  have  them 
combine  to  an  antenna  farm  concept  have  not  been  too  successful  with 
C.  A.  A.  or  the  F.  C.  C.  Therefore,  I  do  think  that  the  State  of  Cali- 
fornia could  render  a  good  service  to  aviation  if  an  act  were  passed 
that  would  give  the  State  of  California  some  determination  as  to  where 
these  obstructions  Avould  be  located. 

The  second  matter  is  a  financial  responsibility  act  on  behalf  of  air- 
plane ow-ners.  We  who  operate  public  airports  require  all  of  our  com- 
mercial tenants,  our  airline  operators,  and  others  to  carry  certain 
minimum  amounts  of  insurance.  We  also  require  any  ground  transpor- 
tation operators,  such  as  the  cab  companies,  rent  car  companies,  limou- 
sine operators,  also  to  carry  given  amounts  of  insurance,  llow^ever,  there 
is  no  way  at  all  that  we  can  now  legally  require  a  private  aircraft 
owner  basing  on  our  airports  to  be  covered  by  insurance.  We  can  require 
that  any  private  automobile  operating  beyond  the  public  areas  of  an 
airport  be  covered  by  insurance  because  there  is  enabling  legislation 
there.  At  the  present  time,  if  a  private  aircraft  owner  taxies  into  an 
airline  aircraft,  for  example,  the  airline  may  collect  from  him  and  he 
may  not.  If  the  man  is  financially  responsible,  he  can.  If  he  carries  no 
insurance,  and  cannot  afford  it,  they're  just  out  of  pocket.  The  same 
way  if  he  taxies  into  any  other  aircraft. 

I  personally  think  that  each  owner  should  be  responsible  to  the 
public  at  large  for  any  damage  caused  by  his  aircraft. 

With  an  aircraft  in  lieu  tax,  I  favor  that,  with  the  moneys  being 
earmarked  explicitly  for  aviation  devt'lopment.  That's  a  little  different 
from  one  of  the  prior  \vitnesses.  He  stated  that  it  should  come  back 
with  the  county  having  the  discretion  as  to  where  it  should  go.  That  is 
fine  in  a  county  that  operates  airports.  But  a  county  such  as  Fresno 
where  two  communities,  Fresno  and  Coalinga,  operate  the  only  two 
public  airports  within  the  county,  if  the  County  of  Fresno  won't  have 
tiie  discretion  of  saying  whether  the  in  lieu  tax  moneys  went  to  aviation 
or  whether  they  diil  not,  then  there  would  be  nothing  to  be  gained  from 
our  standpoint  by  the  imposition  of  an  in  lieu  of  tax,  except  that  it 
would  standardize  the  tax  paid  on  aircraft  throughout  the  State,  re- 
gardless of  which  county  or  which  school  district  it  was  located  in.  At 
the  present  time  in  our  own  community,  all  personal  property  taxes 
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collected  on  aircraft  goes  into  the  cit}-  and  county  general  fund  with 
none  of  that  money  being  returned  to  airport  or  aviation  operation. 

A  great  deal  has  been  said  on  a  state  tax  on  aviation  gasoline  to 
develop  airports  throughout  the  State.  1  personally  think  that  the  im- 
position of  a  state  tax  on  aviation  fuel  at  this  time  would  not  be  in  the 
best  interest  to  the  industr}^  for  two  reasons. 

There  have  been  several  statements  this  morning  that  the  user  should 
pay.  I  agree  with  that  wholelieartedl}'.  In  fact,  in  the  past  too  many 
communities  have  operated  airports  more  or  less  as  you  operate  parks 
or  playgrounds  on  a  completely  free  basis.  The  communities  have  gone 
into  airport  operations  beyond  that  required  for  public  use  purposes. 
The  trend  in  our  locality,  and  I  think  in  other  parts  of  the  State  and 
Nation  now,  is  for  airport  owning  political  subdivisions  to  provide  only 
those  facilities  that  are  public  in  nature,  that  is  runways,  taxiways, 
approach  zones,  terminal  buildings  that  are  used  by  the  public,  but 
leaving  the  building  of  hangars,  shops,  and  that  type  of  facility,  to 
private  enterprise,  by  giving  the  lessee  long-term  leases  with  adequate 
protection  that  he  can  make  an  investment  and  get  his  money  back  over 
a  20-  or  30-year  period,  and  make  a  decent  living  and  a  return  on  his 
investment. 

Therefore,  what  constitutes  the  necessary  moneys  to  operate  a  public 
airport  will  vary  considerably  community  by  community  as  to  what  the 
public  should  be  expected  to  provide.  My  personal  opinion  is  that  a 
public  agency  should  not  be  expected  to  provide  individual  storage 
hangars  for  privately  owned  aircraft  any  more  so  than  the  city  or 
county  should  be  expected  to  build  private  garages  for  private  auto- 
mobiles. It  is  not  done ;  it  is  not  expected.  The  reason  that  it  is  done  on 
airports  is  that  somebody  started  it  and  somebody  else  picked  it  up  and 
carried  it  on  further. 

The  imposition  of  fair  and  equitable  user  charges  on  airports  such 
as  tiedown  fees,  the  possibility  of  landing  fees  for  private  aircraft,  we 
are  all  charging  now  landing  fees  for  business  aircraft,  we  set  an 
arbitrary  12,500  pounds,  or  something  like  that,  anybody  who's  using 
a  Bonanza  or  a  Cessna  310  for  business  purposes  that  weighs  under 
12,500  pounds  gets  completely  free  use,  but  another  compauj^  using  a 
DC-3  has  to  pay  for  a  landing.  In  our  own  locality  we  charge  in  effect 
a  landing  fee  for  all  aircraft,  private  aircraft  as  well  as  commercial, 
providing  they  remain  on  the  airport  in  excess  of  four  hours.  We  allow 
four  hours  free  parking.  If  they  stay  there  over  four  hours,  we  charge 
then  the  equivalent  of  a  landing  fee  based  on  12  cents  per  thousand 
pounds  certificated  gross  landing  weight  of  the  airplane. 

Another  reason  I  do  not  think  that  the  enactment  of  a  state  tax  at 
this  time  would  be  in  the  best  interest  of  the  industry  is  that  in  the 
coming  session  of  the  Congress  there  will  be  a  measure  to  assess  a 
federal  tax  on  all  aviation  fuel  starting  at  3|  cents  per  gallon  upon 
enactment  of  the  law,  and  increasing  in  annual  increments  at  f  cent 
per  gallon  until  a  total  tax  of  6^  cents  per  gallon  is  assessed  on  all 
aviation  fuel  sold  within  the  United  States.  These  funds  are  supposed 
to  be  used  to  offset  the  operation  and  maintenance  costs  of  the  Federal 
Airways  System.  Whether  this  measure  will  be  successful  or  not  is  in 
the  lap  of  the  gods,  so  to  speak,  but  there  is  a  great  deal  of  pressure 
at  federal  level  for  the  airways  user  to  start  picking  up  some  of  the 
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cost  of  the  operation,  maintenance  and  improvement  costs  of  the  Federal 
Airway  System. 

The  advent  of  high-speed  aircraft,  high  altitude  navigational  aids, 
lias  imposed  a  huge  monetary  load  on  the  Civil  Aeronautics  Adminis- 
tration in  the  establishment  of  long-range  radar  stations,  i)recision 
radar  stations,  relay  units  and  such,  which  had  to  come  to  implement 
the  outmoded  personal  contact,  voice  b}^  voice,  as  an  aircraft  proceeded 
along  the  airways. 

If  communities  need  additional  money  from  aviation  fuel  to  offset 
the  operation  costs  of  their  airports,  my  personal  opinion  again  in  lieu 
of  assessing  a  state  tax  of  1  cent  per  gallon  would  be  to  increase  the 
spread  between  wholesale  and  retail  1  cent  per  gallon,  or  charge  our 
oil  companies  an  additional  1  cent  per  gallon  for  the  use  of  tankage 
on  your  airport,  or  if  j'ou  are  serving  airlines  on  a  contracted  basis, 
increase  their  fuel  service  charge  1  cent  per  gallon.  On  that  basis,  the 
airport  would  acquire  a  full  1  cent  per  gallon  instead  of  |  cent  per 
gallon,  if  only  75  percent  were  returned  back  to  the  airport  which 
generated  the  tax  by  the  fuel  sale.  But,  a  state  tax  now  of  1  cent  a 
gallon,  which  in  theory  would  equal  the  3  percent  state  sales  tax  now 
being  assessed  on  all  fuel  on  which  the  gasoline  tax  is  refunded,  sounds 
fine  in  theory.  However,  let's  refer  to  the  history  of  automobile  road 
tax  where  it  started,  I  don't  know,  at  3  cents  I  think,  then  it  went  to 
4^  cents,  now  it  is  6  cents.  There  is  nothing  to  preclude  a  tax  on  avia- 
tion fuels  starting  at  1  cent,  going  to  2  cents,  to  3  cents,  to  where  a 
state  tax  on  top  of  federal  airways  user  taxes,  on  top  of  the  normal 
spread  between  wholesale  and  retail  that  an  airport  owning  eom- 
munit}',  if  they  handle  the  fuel,  or  a  private  operator  has  to  have  in 
order  to  provide  services  to  these  aircraft,  could  put  the  price  of  gaso- 
line so  high  that  many  of  the  users  of  aircraft  toda}^  would  dump  the 
aircraft  as  a  luxury  instead  of  as  a  necessity  as  they  deem  it  today. 

I  would  like  to  recommend  to  this  committee  that  it  study  the  possi- 
bility of  setting  up  a  fund  of  5  to  10  million  dollars  from  state  sur- 
pluses to  be  loaned 

Teale:  AN'^ould  you  repeat  that  again?  That  is  something  we  haven't 
had  for  a  considerable  period  of  time,  Wilmer. 

Garrett:  Let  me  qualif}^  that.  Senator  Teale.  Surpluses  is  a  word 
that  can  mean  many  things.  What  I  meant  by  that  are  moneys  that 
arc  presently  in  private  or  other  investments.  Any  community  has  so 
many  dollars  earmarked  for  this,  but  it's  in  a  fund  invested  in  govern- 
ment indemniturcs  or  in  government  bonds  and  such  as  that.  But  there 
are  sources  of  money,  such  as  the  tidelands  oils  that  is  being  held  in 
trust.  There  is  nothing  in  the  law  that  precludes  moneys  held  in  trust 
from  being  invested  in  bonds  or  other  securities.  That  is  what  T  was 
speaking  of,  as  surpluses.  But,  moneys  be  established  for  a  loan  by  the 
State  to  political  subdivisions  which  operate  airports  available  to  the 
public.  These  moneys  would  be  made  available  solely  on  a  loan  basis 
not  as  a  grant-in-aid.  If  they  were  made  available  on  a  loan  basis,  it 
would  allow  many  communities  to  match  federal  moneys  which  have 
been  available  in  the  past,  and  we  hope  will  be  available  in  the  future, 
and  enable  those  communities  to  pick  up  necessary  lands  for  approach 
l)rotection,  necessary  lands  to  implement  existing  master  development 
plans,  now  while  land  is  still  cheap  compared  with  what  it  will  be  10 
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years  from  now,  altlioiigh  it's  quite  expensive  now  compared  with  wliat 
it  was  10  years  ago.  Also  make  necessary  runway  extensions  and  ter- 
minal buildings  and  improvements  for  the  large  number  of  people  that 
will  be  utilizing  public  airports  with  high  density  aircraft  coming  into 
being. 

These  loans  should  bear  an  interest  rate  to  the  community  equal  to 
that  the  State  could  acquire  from  government  indemnitures  or  other 
commercial  financing  means.  That  way  the  State  would  merely  be 
assisting  the  communities  to  build  better  public  airports  for  the  good  of 
the  State  as  a  whole,  yet  not  getting  into  the  realm  of  control  or  juris- 
diction over  the  operation  of  such  airports. 

There  has  been  some  discussion  here  this  morning  about  assistance, 
technical  assistance,  I  assume.  In  my  opinion,  there  is  technical  assist- 
ance available  now  through  the  publications  and  the  offices  of  the  Civil 
Aeronautics  Administration  that  that  information  can  be  turned  over 
to  any  competent  private  engineering  firm  under  contract  to  any  com- 
munity and  necessary  engineering  can  be  accomplished  at  a  much 
lesser  cost  through  the  uses  of  the  federal  agencies  and  their  publi- 
cations and  their  criteria  that  has  been  established  and  is  available  and 
the  use  of  private  engineering  and  consulting  firms.  The  costs  of  estab- 
lishing airports  in  small  communities  or  new  airports  in  large  com- 
munities overall  is  far  less  than  attempting  to  expand  or  establish 
a  new  state  office  to  accomplish  the  same  thing,  because  those  of  us 
who  work  for  public  agencies  and  have  people  working  for  us  realize 
that  many  times  we  can  get  more  accomplished  much  cheaper  by  using 
private  contractual  sources  than  attempting  to  enlarge  public  staffs 
to  do  the  job,  because  once  you  enlarge  a  public  staff  and  the  job  is 
completed,  it  is  difficult  to  reduce  that  staff  back  to  what  it  was  before ; 
whereas,  if  you  contract  with  a  private  firm,  when  their  job  is  through 
you  cease  paying  them  and  they  pick  up  their  livelihood  from  other 
source. 

The  advantage  T  see  of  a  loan  fund  is  that  it  could  be  borrowed  by 
airport  owning  communities  at  a  lesser  rate  than  is  necessary  to  pay 
for  revenue  bond  moneys  and  as  Mr.  Taplin  said,  and  we  all  know,  the 
two-thirds  majority  requirement  for  passage  of  a  general  obligation 
bond  makes  it  nearly  impossible  in  the  State  of  California  now  and 
all  over  the  Nation  to  sell  to  the  public  general  obligation  bond  meas- 
ures, unless  an  airport  bond  measure  is  incorporated  into  an  overall 
community  bond  election  where  there  are  a  few  parks  thrown  in,  a  few 
playgrounds,  an  art  center,  a  police  building,  airport,  storm  drains, 
everything  that  each  person  in  the  community  would  like  to  see  one 
portion  of  it  done.  That  is  the  only  way  that  revenue,  or  general  obli- 
gation bonds,  can  be  successfully  passed  for  airport  improvements  at 
present. 

Teale :  I  would  like  to  ask  you  a  question  or  two.  You  have  talked 
at  some  length  about  the  federal  lax  that  is  in  the  offing.  I  think  that 
you  are  correct ;  we  are  going  to  have  a  federal  tax.  Now,  your  state- 
ment that  would  be  used  primarily  for  the  airways  system,  is  my  under- 
standing correct  that  the  airways  system  is  a  communication  system, 
the  radio  system,  etc.,  rather  than  actual  ground  facilities? 
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Garrett :  That  is  true. 

Tealo :  Then  the  money  raised  would  not  help  us  in  any  way  to  solve 
our  problem  of  runways  and  ground  facilities? 

Garrett :  That  is  true,  too.  However,  a  state  tax  on  top  of  the  federal 
tax,  on  top  of  the  profit  spread  that  is  normal  now,  could  put  the  price 
of  gasoline  up  to  40  cents  to  45  cents  per  gallon,  and  a  lot  of  aircraft 
that  are  using  gasoline  now  at  40  cents  a  gallon  would  not  be  using 
gasoline  at  50  cents  to  55  cents  per  gallon. 

Teale:  How  much  of  a  profit  spread  does  Fresno  have  on  theirs? 

Garrett :  Nine  cents. 

Teale:  That  goes  to  the  airports? 

Garrett :  That  is  right.  Nine  cents  on  the  air  terminal,  where  the  city 
dispenses  fuel.  On  Chandler  Field,  where  the  operators  dispense  the 
fuel,  they  have  a  nine  cents  markup,  but  we  take  two  cents  as  a  field- 
use  fee. 

Teale:  Do  you  think  honestly  that  very  many  of  the  airports,  out- 
side of  the  larger  terminals,  and  we  could  class  you  as  one  of  them, 
I  think,  because  you  have  air  carriers,  you  have  industry  around  there, 
and  you  have  manufacturing,  how  many  of  the  average  airports  in  the 
State  would  be  able  to  take  advantage  of  a  loan  and  pay  interest  on  it 
without  issuing  a  general  obligation  bond  to  assure  the  payment  of  it? 

Garrett :  Well,  that,  sir,  would  have  to  be  answered  by  stating  it 
would  be  up  to  each  individual  community  as  to  how  serious  they  are 
when  they  say  they  want  an  airport.  There  are  many  instances,  I've 
been  for  years  on  the  Chamber  of  Commerce  Aviation  Committee  for 
Fresno  County,  some  community  comes  in  and  hit  the  Board  of  Super- 
visors and  they  want  a  special  use  permit  for  an  airport.  When  they 
start  studying  what  it's  going  to  take,  how  much  land  they're  going 
to  need  and  everything  else,  the  interest  starts  dwindling  way  way 
down,  and  they  don't  want  an  airport  at  all.  Xow  whether  the  mone^-s 
were  available  from  the  State  or  the  Federal  government  or  from  whom, 
those  people  would  still  not  build  an  airport  unless  there  is  adequate 
interest  within  that  community  to  build  one  and  a  proven  need  for  one. 
There  are  many  communities  now  who  say  we  would  like  to  have  an 
airport  that,  except  for  being  on  the  air  maps  of  the  Country,  and  they 
want  people  to  fly  in  there,  can  justify  none  at  all  because  in  many 
of  them  there  are  not  even  aircraft  in  that  community.  Of  course,  that 
is  rapidly  going  out.  That  is  a  situation  that  exi.sts  now. 

Teale:  What  do  you  think  uiirefunded  gas  tax  situation?  What  do 
you  tliink  we  ought  to  do  about  that? 

rjarrett:  I  agree  with  the  earlier  witnesses  that  the  unrefunded 
gasoline  taxes  that  have  been  going  to  cities  and  counties  which  have 
held  them  and  not  used  them  .should  be  returned  to  the  State  and  re- 
appropriated.  I  do  think  also  that  the  formula  .should  be  changed,  so 
that  til*'  unrefunded  tax  goes  back  to  airports  on  the  basis  of  the 
number  of  gallons  generated  off  that  airj)ort  in  lieu  of  the  area  and 
population  formula  that  is  in  existence  now. 

Teale:  liCt's  go  over  that  again.  On  the  basis  of  total  gallonage  sold? 
Or  total  gallonage  on  which  the  refund  is  not  claimed? 

Garrett:  Total  gallonage  on  which  the  refund  is  not  claimed.  Be- 
cause the  airlines  for  example,  there  is  no  unrefunded  tax  there.  There- 
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fore  a  teriuinal  airport  that  nii<>lit  sliow  a  huge  volume  of  fuel  sales 
would  have  ver^-  few  gallons  on  which  there  is  no  unrcf uncled  tax. 

Teale:  What  would  you  think  about  abolishiii''-  the  unret'unded  gas 
tax? 

Garrett:  1,  personally,  have  advocated  for  years  that  we  would  all 
save  a  great  deal  of  money  and  the  industry  would  be  better  ahead 
if  aviation  fuels  were  released  from  the  refinery  tax-free.  None  of  us 
would  have  the  accounting  procedures  of  what  is  taxable,  and  what  is 
not  taxable. 

Teale:  1  don't  think  you're  going  to  get  it  tax  free  from  the  re- 
finery, because  the  highway  boys  aren't  going  to  let  that  mucli  out. 

Garrett :  But  if  you  sat  down  and  figured  out  on  an  actual  cost  basis, 
the  industry,  airports,  the  State  of  California  spend,  I  would  say,  hun- 
dreds of  thousands  of  dollars  a  year,  in  personnel  costs  and  time  in 
trying  to  keep  track  of  the  road  tax  on  aviation  gasoline. 

Teale :  Wilmer,  are  you  against  taxing  aviation  gas  on  the  principle 
of  taxation?  Or  take  now,  the  unrefunded  gasoline  tax  is  the  only  tax 
money  raised  on  aviation  gas,  would  you  just  as  soon  abolish  all  gaso- 
line tax  as  a  source  of  revenue  for  aviation,  or  are  you  against  any 
additional  tax  on  gas? 

Garrett :  It  would  be  very  difficult  to  abolish  the  present  tax  as  it  is 
assessed.  As  you  say,  the  highway  boys  would  not  let  it  go.  I  would  say 
that  any  tax  imposed  on  aviation  gasoline  that  is  not  claimed  by  the 
purchaser  of  that  gasoline  should  certainly  go  back  to  aviation,  since 
it  is  generated  from  an  aviation  facility  and  is  not  used  on  a  public 
highway  at  all.  That  is  why  the  tax  is  assessed  to  start  with,  to  pay  for 
the  public  highways  system. 

However,  when  you  start  talking  about  a  tax  on  aviation  gasoline, 
3^ou  have  an  entirely  different  situation  than  a  tax  on  automotive 
gasolines.  For  example,  take  terminal  airports  such  as  San  Franciscu, 
Oakland,  and  Los  Angeles.  An  aircraft  takes  on  a  fuel  load  there,  and 
a  DC-8,  for  example,  will  carry  a  fuel  load  equivalent  in  gross  weight 
to  the  airplane  with  a  DC-G,  so  you're  talking  huge  fuel  loads.  The 
aircraft  carries  enough  fuel  to  fly  to  New  York,  to  an  alternate  in  an 
hour's  extra  time.  All  of  that  is  pumped  into  the  airplane  at  Los 
Angeles  or  San  Francisco.  Maybe  he  is  over  the  boundaries  of  the  State 
of  California  for  a  half-hour.  IIow  much  of  that  fuel  should  be  taxes 
within  the  State  of  California  and  what  should  be  the  distribution  of 
the  tax  in  other  states?  Also  sliould  the  majority  of  that  tax  assessed  at 
terminal  airports  be  distributed  to  non-terminal  facilities?  There  again 
you  get  a  departure  from  your  Burns-Collier  concept.  Your  area  of 
population  formula  on  Burns-Collier  is  much  more  fair  on  the  distribu- 
tion of  automotive  fuel  taxes  than  it  would  be  on  aviation  fuel  taxes. 
The  majority  of  it  goes  to  Southern  California,  true.  I'm  speaking  of 
road  tax.  Southern  California  has  the  majority  of  automobiles.  They 
have  the  majority  of  people.  If  you  put  a  tax  on  aviation  gasoline. 
Southern  California  is  going  to  create  the  majority  of  the  tax  moneys, 
but  they  do  not  have  the  majority  of  the  airports,  nor  do  they  have  the 
majority  of  the  airplanes. 

Teale :  But  they  sell  the  majoritj^  of  the  gas.  If  they  generate  the 
majority  of  the  income,  you  would  assume  they  sell  the  majority  of  the 
gas. 


268  FINAL   REPORT 

(larrett :  Because  of  the  tenn'mal  type  oiieratiou.  An  aircraft  takes 
off  from  Los  Anpfeles  or  San  Francisco  and  lieads  for  Honolulu.  lie 
mifrlit  be  over  the  airspace  of  tlie  State  of  California  for  10  minutes  or 
2  minutes.  IIoav  much  of  that  fuel  load  should  be  taxed  by  the  State? 
"We're  frettin<i-  into  a  realm  of  academics  now. 

Teale :  Of  course,  you  have  to  consider  that  the  reason,  the  man  loads 
at  Los  Anu'eles  is  because  that's  Avliere  he  picks  up  his  passenger  load, 
and  tiiat's  where  he  lands.  AVc  are  in  a  field  of  academics.  Are  there  any 
other  questions? 

Farr:  You  mentioned  financial  responsibility  at  the  bejzinning:  of 
your  comments.  Are  you  acquainted  with  the  uniform  aircraft  financial 
responsibility  act,  that  has  been  adopted  in  several  states? 

Garrett :  I  have  read  it,  yes. 

Farr:  Do  you  think  it  is  a  <iood  act? 

(iarrett:   I  do. 

Teale:  I  miirht  say,  "Wilnier,  that  you're  ji'oiiip-  to  have  plenty  of 
opportunity  to  pive  us  some  suppoi-t  on  a  "tall  towers  act."  We're 
p'oing  to  have  both  a  tall  towers  act  and  a  financial  responsibility  act 
before  the  Leji'islature  this  year. 

Garrett:  Those  we  will  help  you  on.  Thank  you. 

Teale:  Now,  let's  move  into  the  biu'  room  around  the  coi-ner.  Tioom 
4208.   (The  meeting  was  reconvened  in  l\oom  4208). 

Teale:  Mr.  Rose,  of  the  Truckee  Airport  District.  ^Mr.  Rose,  will  you 
come  forAvard. 

Rose:  1  am  Zej)h  Rose,  Chairman  of  the  Ti'uckee  Tahoe  Airport  Dis- 
trict. 

Teale:  Don  Clausen,  j'ou  mentioned  you  had  a  V.A.A.  man  here.  I 
wonder  if  he  has  any  comments?  Art  Hook,  are  you  here.'  Will  you 
come  forward  Mr.  Hook.  What  is  your  affiliation  at  present  ? 

Hook:  M,y  name  is  Art  Hook,  and  I'm  employed  by  Los  Angeles 
County  as  chief  of  their  ncAvly  formed  aviation  division.  I  am  a  civil 
service  employee;  my  civil  service  title  is  assistant  director  of  aviation. 
The  county  engineer  is  also  director  of  aviation,  aiul  added  to  the 
divisions  of  water  works,  mapping,  etc.  has  been  tliis  new  aviation 
division. 

We  have  recently  const  i-ucted  the  first  county  airport,  Brackett  Field, 
near  Pomona.  We  have  anothei-  airport  now  under  construction,  Fox 
Field,  near  Lancaster  in  the  Antelojie  Valley.  We  exjiect  that  we  will 
have  that  in  operation  about  A])ril. 

I  was  very  glad  to  have  the  opportunity  this  morning  of  meeting 
with  the  special  aviation  committee  of  the  Count.y  Supervisors  Associa- 
tion. I  have  ])repared  no  material  and  didn't  come  to  present  anything, 
really,  but  I'm  in  accord.  ;is  an  individual,  with  the  views  that  were 
expressed  by  SujuM-visors  Clausen  and  Stearns  as  to  the  in  lieu  tax, 
their  ideas  on  the  manner  of  handling  it  through  the  State  Aviation 
Commission,  on  the  use  of  the  uni-efumled  gasoline  tax  whereby  I 
believe  those  counties  which  actually  use  il  sliould  gel  the  benefit  of  it 
and  those  counties  which  aii'  iiol  using  tlmsc  funds  for  axial  ion  ])ur- 
po.ses  thci'e  should  be  a  deadline  on  llie  length  of  time  they  would 
retain  such  funds  pi-ioi-  lo  their  recall  and  redistribution  among  the 
counties  which  have  ueetl  I'or  tliem.  Some   fornnda  would  have  to  be 
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worked  out.  The  eoiiiiiiilt<'e  discussed  tliis  in()fuin<^',  i-eally,  moi-e  <i('ii<'r;d 
policy  than  details  of  foniudue. 

I  agree  also  Avith  wliat  was  said  about  (Mi-ordiualiou.  !  believe  the 
old  statement,  plan  the  work,  and  work  tJie  i)iaii,  fits  the  situation  very 
well.  And  in  order  to  work  the  plan  funds  are  Jieeessary.  As  to  the 
matter  of  state  licensing  of  aircraft  for  the  purpose  of  colleetion  of  tax, 
it  seems  to  me  a  very  good  idea.  The  main  thing,  I  tliiuk,  to  be  avoided 
there  is  into  any  state  air  worthiness  certificates. 

I  have  not  had  an  opportunity  to  co-ordinate  any  of  tliis  with  my 
supervisors,  but  I'm  very  hap})y  to  see  that  Los  Angeles  County,  as  a 
county,  is  recognizing  the  airjjort  ])robleni.  We  have  a  master  ])Uin 
for  five  country  airports.  The  situation  in  Los  Angeles  County,  as  else- 
where, is  that  airports  are  an  area  problem  to  such  an  extent.  For 
instance,  the  Hawthorne  Airport,  has  125  aircraft  based  there,  and 
there  would  be  more  except  it  is  a  land-starved  airport  and  all  the 
ground  area  is  for  revenue  areas.  Li  the  ease  of  the  Hawthoi'ne  Air])ort 
of  those  125  airplanes  possibly  five  or  six  of  them  belong  to  people 
residing  in  Hawthorne.  The  rest  of  the  owners  are  scattered  over  the 
county.  You  will  find  this  so  of  nuiny  airports.  It  is  an  area  problem 
to  a  great  extent.  In  the  case  of  Hawthorne,  they  can't  do  very  well 
financially  with  their  airport,  because  as  I  mentioned,  the  amount  of 
reveiuie  area  is  very  limited.  I  do  not  recommend  that  the  county  take 
it  over  because  I  believe  it  is  breaking  even  and  is  performing  a  public 
service,  but  airports  are  very  expensive  to  construct  these  days  and  I 
can  see  the  reason  for  the  counties  to  get  more  and  more  into  this 
problem. 

I  might  mention  that  my  duty  in  Los  Angeles  County  is  not  limited 
to  airports,  of  course,  but  I'm  currently  working  on  a  building  and 
safety  standard  for  rooftop  heliports.  We  handle  building  permits  from 
the  stand])oint  of  trying  to  keep  obslructions  from  encroaching  on  any 
public  airport  in  the  coiuity,  and  matters  of  that  nature,  co-ordiiuition 
of  traffic  patterns,  etc.  I  would  be  glad  to  try  to  answer  any  (juestions 
you  might  have. 

Teale :  I'm  very  interested  in  wdiat  you  had  to  say.  I  didn't  realize 
that  Los  Angeles  County,  as  such,  had  gotten  into  the  airport  picture. 
I  knew  that  the  city,  of  course,  has  been  for  a  period  of  time  ajiparently 
making  an  attempt  to  service  the  airline  peo])le  in  furnishing  the  new 
terminal  airports.  What  is  the  ultimate  goal  of  the  county?  Do  you 
intend  to  get  into  terminal  facilities,  or  do  you  intend  to  stay  strictly 
with  public  use,  corporate  or  private  aircraft  type  of  facility,  or  just 
what  are  your  plans? 

Hook:  I  think  we  may  be  into  one  terminal  one  by  accident  later.  At 
the  first  airport  we  developed,  Brackett  Field,  we  anticipate  that  its 
based  population  ultimately  will  be  between  350  and  -lOO  general 
aviation  aircraft.  In  addition,  due  to  its  location,  practically  at  the 
east  portal  of  the  high  density  air  trat^ic  area  of  Los  Angeles,  we  wall 
catch  quite  a  number  of  transient  aircraft  who  will  probably  stay  there 
for  a  few  days  rather  than  try  to  liy  into  the  highly  congested  area. 
So  far,  the  airport  has  only  been  in  operation  a  short  time,  it  shows 
the  indication  that  it  will  be  used  quite  extensively  by  corporate  air- 
craft, and  the  executive  type  of  flying  will  form  (piite  a  large  segment 
of  its  operations. 
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The  airport  Avliich  avo  are  constructing  in  the  Antehtpe  Valley  will 
serve  as  a  rejjnlar  scheduled  stop  for  Southwest  Airways.  They  changed 
their  name  recently.  They  are  currently  running?  a  temporary  operation 
on  severance,  but  will  relocate  at  the  new  airport  when  it  is  finished. 

"We  anticipate  fixed  base  operators,  and  also  a<2ain  due  to  its  location 
on  a  natural  line  of  fliplit,  we  expect  the  airport  will  be  used  extensively 
as  a  weather  and  ti'aftic  conj^-estion  alternate  hy  many  transient  air- 
craft. 

In  the  initial  construction  of  this  airport  the  runway  is  5,000  feet. 
We  have  obtained  enough  land  so  that  it  can  be  extended  to  12,000  feet 
in  future  years  should  it  become  necessary  as  a  relief  valve  for  the  high 
density  traffic  of  the  Los  Angeles  area.  AVe  don't  think  we  can  lose  on 
land  investment.  The  population  of  Antelope  Valley  is  only  around 
80,000  now,  however,  our  Regional  Planning  Commission  has  estimated 
a  population  of  nearly  a  million  in  191'),  this  ])eing  largely  ]>remised 
on  bringing  water  to  the  area. 

Although  Ave  have  discussed  a  five-airport  master  plan,  we  do  not 
actually  have  sites  for  the  other  three  at  present. 

Teale :  Are  you  actually  working  with  your  planning  commission — 
your  jilanning  agencies  in  Los  Angeles  County — in  anticiiiation  of  your 
future  airports? 

Ilook:  T7p  till  now  our  work  with  them  has  just  been  in  connection 
with  zoning.  Not  just  zoning  for  airport  protection  but  also  pei-imetric 
zoning  for  land  use.  They  have  not  gotten  very  deeply  into  the  future 
airport  picture  yet  and  it  doesn't  seem  to  be  a  very  propitious  time 
riglit  at  this  moment.  Our  newly  formed  division  has  a  very  heavy 
work  load  and  we  have  to  get  construction  a  little  further  along  on 
the  second  airport  before  we  will  be  able  to  pay  much  attention  to  the 
next. 

Teale:  I  probably  should  ask  your  board  of  supervisors  this  question, 
but  I  '11  ask  you.  Has  your  division  given  any  consideration  or  been 
watching  with  any  interest  the  tendency  of  your  local  assessors  to  push 
the  private  boys  out  of  business  by  taxation  ? 

Hook:  Yes,  sir.  What's  bothering  us  particularly  is  the  j>ossessory 
interest  tax.  Of  cours(>,  that  is  largely  due  to  tl'.(>  fact  that  our  tax  rates 
are  higher  than  the  adjoining  counties,  with  the  count}*  line  being  only 
some  six  miles  away. 

We  are  in  a  peculiar  ])Osition.  According  to  the  C.A.A.,  we  liave 
nearly  2,800  aircraft  in  general  aviation  in  Los  Angeles  County.  In- 
formal contacts  with  our  tax  assessor's  office  says  he  expects  that 
number  will  be  closer  to  3,000  in  March.  The  way  it  stands,  we  have 
4  percent  of  the  general  aviation  fleet  of  the  entire  United  States 
based  on  airports  in  Ijos  Angeles  County,  but  there  are  only  14  air- 
ports in  Los  Angeles  County  available  to  service  general  aviation,  so 
we  are  fraying  to  cram  4  percent  of  the  Nation's  airplanes  into  one-half 
of  1  percent  of  the  Nation's  airports.  Of  the  14  airports  we  have,  seven 
of  those  are  privately  owned.  There  used  to  be  44  airports  in  lios  An- 
geles County,  mostly  privately  owned.  That  number  has  dwindled  to 
14,  with  seven  of  those  privately  owned.  While  most  of  these  privately 
owned  airports  are  making  money,  they'ic  not  making  the  kiiul  of 
money  to  keep  level  with  the  rising  real  estate  values  due  to  the  in- 
crea.sing  urbanization  and  industrialization  of  the  area.  A  man  who 
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paid  some  $70,000  for  a  piece  of  land  a  number  of  years  ago  now  finds 
it  worth  a  million  for  residential  subdivision.  Due  to  the  fact  that  his 
line  is  aviation,  he  might  string  along  with  it,  but  comes  the  time  when 
maybe  he  has  to  reckon  with  his  wife  from  the  standpoint  of  the 
financial  aspect,  or  he  won't  live  forever. 

Sites  for  adequate  airports  are — I  was  about  to  say  fast  disappearing. 
They're  almost  gone.  If  we  don't  recognize  the  problem  in  time  to  the 
fullest  extent,  we  may  find  ourselves  later  on  wanting  to  tear  down 
structures  and  buildings  in  order  to  get  the  lands  available  for  airport 
purposes. 

Teale:  I'd  like  to  ask  one  other  question.  How  do  you  finance  your 
airport  operations  now  ?  You  said  you  have  five. 

Hook:  We  only  have  two.  We  have  envisioned  five  airports  on  our 
master  plan.  As  to  the  situation  on  financing,  there  has  been  spent 
about  one  and  a  quarter  million  dollars  in  developing  Brackett  Field. 
We  are  spending  another  quarter  of  a  million  this  year.  Of  the  one 
and  a  quarter  million  that  has  been  spent,  that  includes  land  costs, 
the  Federal  Government  provided  about  one-half  million.  In  the  case 
of  Fox  Field  in  Antelope  Valley,  once  again  the  funds  spent,  or  con- 
tracted today,  are  roughly  one  and  a  quarter  million,  including  land. 
The  C.A.A.  put  up  about  one-half  million  of  that.  We  expect  to  spend 
another  one-half  million  this  year.  These  funds  came  for  the  most  part 
either  from  the  general  fund  appropriated  or  allocated  to  the  aviation 
fund.  It  included  funds  from  past  years  from  the  unrefunded  gasoline 
tax,  and  also  some  funds  which  were  obtained  from  the  sale  of  two  old 
war  surplus  airports  a  few  years  ago.  The  total  funds  derived  from 
the  sale  of  the  airports  were  something  like  $350,000.  The  rest  of  this 
has  been  allocated  from  the  general  fund  for  this  purpose. 

Farr :  In  respect  to  assessment  of  the  areas  that  are  highly  developed 
around  these  privately  owned  airports,  what  is  the  practice  of  your 
assessor  ? 

Hook:  I'm  afraid  I'm  not  too  well  qualified  to  speak  on  that,  being 
relatively  new  to  the  county  government.  I  think  I  know  generally,  but 
I  'm  not  absolutely  sure. 

Farr :  Are  they  recognized  as  airports  on  the  assessor 's  rolls  or  are 
they  assessed  at  subdivision  rates  ? 

Hook :  No  they  are  zoned  as  airports,  a  special  zoning,  M-2^,  created 
for  the  area  in  which  the  airport  is.  From  the  standpoint  of  possessory 
interest  tax,  it  would  be  levied  on  the  basis  of  industrial. 

Teale :  Thank  you  very  much. 

The  meeting  recessed  for  lunch,  and  reconvened  at  1.45  p.m.  in 
Room  4203,  State  Capitol. 

Teale :  The  first  witness  this  afternoon  will  be  Mayor  Paul  Lunardi, 
representing  the  League  of  Cities.  Paul,  I  understand  you  have  some 
communications  from  the  league. 

Lunardi :  Yes,  Senator,  I  have  so  many  letters  here  that  I  would 
think  it  would  expedite  the  committee  meeting  if  I  could  just  refer  to 
them  by  title  and  ask  that  they  be  incorporated  into  the  report. 

I  have  one  from  the  City  of  Redding,  City  of  Los  Angeles,  City  of 
Red  Blufi",  a  letter  from  the  City  of  Ukiah,  City  of  San  Jose,  City  of 
Madera,  City  of  Dos  Palos,  City  of  Brawley,  City  of  Modesto,  City 
of  Santa  Barbara,  City  of  Manteca,  City  of  Palm  Springs,  and  the  City 
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of  Calexico.  Tliis  is  the  testimony  that  was  to  be  presented  bj^  the 
League  of  California  Cities. 

Teale:  Thank  you.  I  understand  that  there  arc  some  people  here 
from  Los  Angeles  who  must  catch  a  plane  at  4  o'clock,  so  at  this  time, 
we'll  give  them  an  opportunity  to  testify.  Mr.  Thigpen,  I  understand 
you  are  going  to  speak  for  the  airlines. 

Thigpen :  JMr.  Chairman,  and  members  of  the  committee,  I  am  W.  R. 
Tliigpon,  and  I  speak  for  the  10  scheduled  carriers  serving  California 
who  are  members  of  the  Air  Transportation  Association. 

Naturally,  the  subject  of  airports  and  airport  development  is  of 
grave  concern  to  our  industry.  However,  when  we  get  onto  the  subject 
of  financing  a  state  airport  program,  and  suggestions  are  made  that 
this  be  supported  by  a  tax  on  aviation  fuel,  I'm  sure  you  understand 
that  Ave  are  not  in  sympathy  with  that  suggestion. 

I'd  like  to  first,  if  I  may,  sir,  read  a  statement  of  our  position  from 
the  Air  Transport  Association,  which  I  think  will  exjilain  to  you  in  a 
general  way  Avhy  we  are  opposed  to  such  a  suggestion. 

I  '11  quote  from  this  policy  statement : 

"Taxes  not  related  to  benefit  received  or  al)ilit.v  to  pay  are  unfair  and  l)urden- 
sonie.  Tliis  is  particularly  true  of  taxes  on  aviation  fuel.  The  airlines  feel  a  state 
tax  on  aviation  fuel  cannot  be  justified  under  either  of  these  recoj,aiized  tax  prin- 
ciples. 

"There  are  no  legitimate  grounds  for  the  tax  under  the  benefits  theory,  since  the 
state  provides  no  service  to  which  the  use  of  the  fuel  can  be  related.  In  addition, 
there  is  no  relationship  between  the  amount  of  gasoline  loaded  into  an  airplane  in 
a  given  state,  or  at  a  given  airport,  and  the  use  of  any  facility.  Xor  can  a  state  tax 
on  aviation  fuel  be  considered  a  proper  measure  of  the  user's  ability  to  pay,  since 
the  amount  of  aviation  fuel  consumed  in  no  way  reflects  the  business  done,  revenues 
generated  or  profits  realized. 

"Airports  used  by  the  airlines  are  owned  and  operated  principally  by  municipali- 
ties. The  air  carriers  using  such  facilities  pay  lor  their  use  with  landing  fees,  rentals 
and  other  service  charges,  with  these  payments  going  directly  to  tlie  municipalities 
or  other  level  of  government  which  operates  the  airport. 

"The  airlines  .see  no  merit  or  practicality  in  any  suggestion  that  municipal  air- 
port charges  be  asses.sed  through  some  kind  of  a  state-level  fuel  tax.  This  view 
would  doubtlessly  be  shared  by  the  nuinicipalities  operating  the  airports  which 
would  resist  the  idea  of  assigning  their  revenue  sources  to  state  tax  oflicials  and  to 
be  forced  thereafter  to  depend  on  the  largess  of  state  commissions  for  their  operating 
income. 

"It  has  been  suggested  that  state  aviation  fuel  taxes  are  the  inevitable  answer  to 
the  airport  financing  problem.  This  'inevitability'  is  usually  suggested — not  by  the 
potential  taxpayer- — l)ut  by  those  who  would  be  paid  from  the  tax  proceeds  or 
have  some  voice  in  distributing  the  moneys.  The  argument  used  is  that  state 
aviation  fuel  taxation  would  be  analogous  to  the  state  motor  vehicle  fuel  tax 
system  that  supports  tiie  state  higliway  network.  The  ol)vious  answer  to  tliis  is 
that  it  is  not  the  airports,  but  the  nirunys,  that  form  the  connecting  links  between 
air  terminals,  and  that  these  airways  are  provided  and  ojierated  by  the  Federal 
Government,  not  the  states.  An  airport  and  its  related  facilities  may  more  properly 
be  compared  to  a  public  garage.  It  is  as  absurd  to  measure  the  use  of  an  airport 
by  the  amount  of  fuel  purcha.sed  there,  as  it  would  be  to  charge  for  the  use  of  a 
public  garage  according  to  tlie  amount  of  gasoline  pumped  into  the  tank  of  an 
automol)i]e    before    setting   out   on    a    trip. 

"The  best  rejjly  to  any  contention  that  stale  a\ialion  fuel  taxation  should 
following  the  highway  fuel  tax  pattern  has  been  given  by  the  Civil  Aeronautics 
lioard.  The  board,  in  its  report  on  Multiple  Taxation,  stated  : 

"  'The  factors  whidi  justify  the  fuel  tax  on  highway  vehicles  are  signifi- 
cantly alisent  in  the  state  taxation  of  aviation  fuel.  The  states  have  made 
relatively  small  contril)utions  to  the  cost  of  construction  ami  maintaining 
airports  and  other  faciliies  used   in   commercial  aviation.  The  Federal  (govern- 
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moiit  .•111(1  llio  miiuicip;ili(irs  liave  soiiorally  shnrod  the  fuiiiiK-iiiK  of  siu-li 
investments.  The  federal  fuel  tax  may  jiroperly  be  refrarded  as  a  satisfaetory 
means  for  recouping  the  desired  portion  of  federal  expenditures  involved  in 
the  construction  and  maintenance  of  airways.  The  localities  have  employed  an 
entirely  different  type  of  arrangement  for  determining  the  user  contribution 
to  the  facilities  they  furnish.  In  their  proprietary  relationship,  they  have 
negotiated  contr;u'ts  with  the  air  carriers  providing  for  rentals  and  landing 
fees.  These  rentals  and  fees  are,  or  can  be,  fixed  to  recover  part  or  all  of 
the  cost  of  the  various  services  and  facilities  furnished.  They  provide  a  sound 
and  direct  means  for  establishing  user  contributions. 

"  'The  landing  fees  or  rentals  used  by  municipalities  have  all  of  the  merits 
for  air  carriers  that  a  fuel  tax  has  for  highway  use,  and  can  be  made  an 
even  surer  gage  of  xiser  benefit  than  the  highway  fuel  tax,  which  has  needed 
supplementation  by  weight  and  ton-mile  taxes.  Landing  fees  are  adaptable  to 
a  very  wide  range  of  operating  situations.  If  locally  administered,  they 
directly  relate  cost  and  payment  at  the  point  of  use  and  service.  Rates  can 
be  adjusted  to  reflect  changes  in  investment  and  public  policy  with  respect 
to  airport  financing  and  thus  secure  a  nicety  of  balance  which  is  seldom  ob- 
tained by  user  levies  generally  and  certainly  is  lacking  in  the  tax  system 
as  a  whole.  The  development  of  fee  schedules  to  recognize  intensity  of  tise 
(number  of  landings  in  a  specified  period)  and  the  types  of  equipment  (land- 
ing speed  and  weight)  not  only  provides  an  excellent  means  of  determining 
the  total  user  contribution  but  also  of  fairly  apportioning  that  burden  among 
various  classes  of  users.  Landing  fees  are  already  a  well-developed  feature  of 
the  financial  relationship  between  municipalities  and  air  carriers.'  " 

I  want  to  make  a  point,  if  I  may,  on  the  question  of  ability  to  pay. 
A  tax  of  one-half  cent  or  1  cent  a  gallon,  or  2  cents  a  gallon  on  the 
amount  of  fuel  that  is  used  by  an  air  carrier  might  seem  to  be  an 
insignificant  thing,  but  I  would  like  to  point  out  some  financial  facts 
about  the  situation  concerning  the  airlines  today.  In  1957,  which  is  the 
last  complete  year  that  we  have  a  record  of,  the  gross  for  all  domestic 
air  carriers  including  passenger,  freight,  mail  and  everything  w^as 
1|  million  dollars.  Now  during  that  same  period,  the  same  domestic 
air  carriers  consumed  approximately  li  million  gallons  of  gas.  In  other 
words,  to  generate  one  dollar  of  gross  revenue  we  burn  one  gallon  of 
fuel.  This  is  all  carriers  put  together.  During  that  same  year,  1957, 
all  of  the  carriers  netted  $24,000,000,  which  is  to  say,  approximately 
2  percent  of  our  gross. 

I  would  also  like  to  point  out  that  on  the  average  for  the  air  trans- 
port industry  the  cost  of  fuel  ranges  from,  for  the  largest  carriers, 
about  14|  percent  of  our  total  operation  cost,  up  to  close  to  20  percent 
for  smaller  carriers.  So  you  see  that  this  becomes  a  significant  thing. 
In  other  words,  1  cent  a  gallon,  if  this  same  relationship  exists  that 
I  pointed  out  in  the  national  transport  system,  in  California,  would 
take  one-half  of  our  net  revenues  away  from  us. 

In  addition  to  that,  we  are  faced  as  someone  mentioned  this  morn- 
ing with  a  very  strong  likelihood,  as  a  matter  of  fact  we  more  or  less 
accept  that  it  will  come  either  in  the  next  session  of  the  Congress,  or 
a  future  session,  a  progressive  federal  tax  on  aircraft  fuel,  which  when 
it  arrives  at  the  6  cents  a  gallon  rate,  at  today's  gallonage,  and  we 
can't  apply  it  in  any  other  way  to  an  accurate  figure,  it  will  cost  us 
$125,000,000,  which  is  a  pretty  significant  thing.  Of  course,  that  can 
be  related,  as  we  pointed  out,  to  the  fact  that  the  Federal  Government 
is  providing  an  airways  system  and  air  traffic  control,  a  contribution 
which  is  not  made  by  the  State. 
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To  give  you  just  one  more  thought  on  the  volume  that  we're  talk- 
ing about,  and  the  siunificant'c  of  this  to  tlie  air  carriers,  I  have  talked 
up  till  now  about  1957  figures,  but  on  figures  recently  compiled, 
of  just  five  air  carriers  in  California,  that's  American,  Pan-American, 
TWA,  United  and  Western,  and  this  forgets  five  more  that  are  serv- 
ing California,  that  in  1961,  and  I  used  that  year  because  that's  the 
first  year  that  all  of  the  fleets  of  jet  or  turbine-poAvered  aircraft  now 
on  order  will  be  delivered  and  in  service,  in  making  a  projection  of 
the  consumption  of  fuel  in  that  year  there  Avill  bo  1()4  million  gallons 
of  gasoline  consumed,  and  225  million  gallons  of  turbine  fuel  which 
will  be  at  a  cost  of  $68,300,000.  This  is  only  in  1961  which  is  not 
very   far  away. 

You  must  realize  too,  when  you're  lalldng  about  measuring  an  impost 
on  per  gallon  of  fuel  for  transport  companies,  that  when  we  get  into 
the  jet  picture,  that  one  gallon  of  jet  fuel  performs  less  work  than 
one  gallon  of  gasoline  in  a  piston-powered  aircraft.  It'll  perform  less 
work  in  terms  of  ton-miles  of  lift.  Someone  mentioned  this  morning 
that  there's  very  little  difference  between  1  cent  a  gallon  as  a  tax  on 
aircraft  fuel  as  against  the  3  percent  sales  tax  which  we  now  pay, 
but  there  is  a  very  significant  difference  if  it's  measured  against  the 
lift  that  will  be  performed  by  the  two  types  of  fuel,  and  in  fact  a 
1-cent-a-gallon  tax  on  jet  fuel  means  121  percent  increase  in  the 
tax  paid  in  relation  to  the  work  that  will  be  performed.  So,  we're  talk- 
ing about  a  very  signficant  increase,  then. 

Just  one  final  thought  about  this.  I  think  it's  interesting  to  know 
that  the  fuel  load  on  a  DC-8,  which  would  be  114,000  pounds  of  fuel, 
weighs  more  than  an  entirely  fully  loaded  DC-6-B  today,  so  when  you 
start  talking  about  our  fuel  and  talking  about  a  tax  on  it,  j'ou  can 
see  how  this  frightens  us.  Thank  you  very  much  for  your  attention. 

Teale:  A  couple  of  years  ago  you  showed  me  a  set  of  statistics  that 
were  developed  by  United  Airlines  engineers,  and  you  had  translated 
there,  I  believe,  the  effect  on  your  income,  with  reference  to  a  1-cent 
gas  tax  at  that  time,  and  I  wish  I  had  kept  that.  I  wonder  could  you 
prepare  something  similar  to  that  in  relation  to  your  present  testimony 
and  convert  as  you  did  there  the  cost  in  relation  to  ton-miles  as  you 
did  on  that  one. 

Thigpen:  That  was  ton-miles,  not  passenger-miles? 

Teale :  That  was  ton-miles.  It  seemed  to  me  that  in  your  jet  operation, 
you  got  off  cheaper  with  j^our  tax  than  you  you  did  on  piston  opera- 
tion without  a  tax,  according  to  your  figures,  about  a  cent. 

Thigpen :  There  would  be  some  slight  reduction,  yes,  in  the  cost 
of  fuel,  and  therefore,  in  the  tax,  at  the  3  percent. 

Teale :  This  was  total  cost  of  your  trans]iorting  a  ton  a  mile,  your 
fuel  cost,  that  was  what  I  was  interested  in. 

Thigpeu:  I  still  have  those  figures.  Senator,  and  I'll  be  glad  to 
make  them  available  to  j'ou. 

Teale :  Would  you,  because  I  Avant  to  be  sure  that  I  was  not  mistaken 
in  the  way  I  intei-preted  them. 

Thigpen :  1  '11  be  be  happy  to  make  a  copy  of  those  available  to  you. 

Teale:  Now,  I'd  like  to  go  back  a  little  further.  You  talked  about  the 
inevitability  of  a  federal  gasoline  tax  on  a  gradually  increasing  basis. 
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What  are  you  going  to  do  when  that  gets  to  6  cents  and  you're  going  to 
be  a  hundred  million  in  the  redf 

Thigpen:  Well,  we  are  hopeful  that  with  the  jets  in  service  and  this, 
of  course,  is  one  of  the  reasons  that  this  tax  was  projected  in  this  way 
on  a  sliding  basis,  first  to  give  us  an  opportunity  to  adjust  to  and  as- 
similate the  problems  that  we  are  going  to  have  with  the  jets  and 
further  to  get  them  into  service,  and  all  of  our  studies  show  that  jets, 
the  DC-8's,  the  707 's,  and  720 's,  and  the  rest  will  be  a  more  efficient 
airplane,  and  permit  us  to  absorb  some  of  these  costs. 

Teale :  Do  you  think  that  if  you  don't  absorb  the  costs,  the  C.A.B.  will 
give  you  a  rate  increase  to  cover  it  ? 

Thigpen:  AVell,  in  these  matters  we  not  only  have  to  deal  with  the 
C.A.B. ,  but  we  have  to  deal  with  the  state  controls  on  these  things  too. 
As  a  matter  of  fact  there  is  a  hearing  progressing  in  San  Francisco 
right  now  on  an  adjustment  in  fares,  which  will  result  in  increased 
revenues  to  us,  w^hich  was  approved  several  months  ago  by  the  C.A.B. 
and  has  been  in  operation  interstate,  but  which  has  not  been  heard,  or 
is  just  today  being  heard,  by  the  State  P.U.C.  So,  in  these  things  you 
can  never  say  that  the  C.A.B.  will  permit  rate  adjustments,  or  that  the 
State  Public  Utilities  Commission,  or  Public  Service  Commission,  will 
permit  these.  We  hope  that  they  will  and  there  have  certainly  been  a 
lot  of  expert  opinions  offered  to  them  that  they  should  permit  some  in- 
creases, but  they  haven't  been  very  fast  in  their  acceptance  of  those 
opinions. 

Teale :  Now  on  the  matter  of  the  funds  that  will  be  raised  by  this 
federal  tax  that  has  been  brought  up  by  you  and  by  others,  this  will  go 
entirely  on  traffic  control  and  airways  operation,  navigational  aids  and 
that  sort  of  thing? 

Thigpen :  It  isn  't  earmarked.  It  goes  into  the  General  Fund. 

Teale :  But  that  is  the  purpose  for  which  it  is  being  raised.  Now,  on 
the  basis  that  you  will  be  using  all  of  those,  am  I  correct  in  saying  that 
the  airlines  do  not  object  to  the  tax  for  that  purpose?  Or  do  you? 

Thigpen :  We  have  accepted  the  fact  that  the  user  charge  for  the  air- 
ways is  something  that  we  will  have  to  pay  and  should  pay, 

Teale:  How  about  the  fellow  who  doesn't  use  the  federal  airways? 
You  have  groups  like  the  crop  dusters,  individual  pilots,  like  myself, 
who  don't  use  the  airways,  but  who  buy  a  lot  of  gas,  and  wull  be  con- 
tributing that  6  and  one  half  cents,  and  yet  in  all  probability  never  use 
those  federal  airways  or  communication  systems  and  never  get  any  ap- 
preciable benefit  from  it, 

Thigpen :  I  suppose  you  could  say  that  there  is  an  inequity  there.  In 
a  case  like  that,  I  suppose  the  proper  thing  to  do  would  be  for  those 
who  do  not  use  the  federal  airways  to  ask  for  some  sort  of  exemptions  or 
adjustments  or  a  down  grading  of  the  tax.  I'm  not  speaking  for  them, 
this  is  just  a  personal  opinion. 

Actually  this  is  a  problem  that  hadn't  occurred  to  me,  because  it's 
one  with  which  the  airlines  are  not  directly  concerned,  but  I  can  cer- 
tainly see  that  there  is  a  possible  inequity  there, 

I  don't  know  how  you  could  ask  for  an  exemption,  on  what  basis, 
on  some  promise  that  you're  not  going  to  use  the  airway.  It  might  be 
on  the  basis  of  the  weight  of  the  airplane,  or  the  instrumentation  on 
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the  airplane  that  yon  nse.  If  yon  don't  have  instrnmentation  for  using 
tlie  airways,  then  obvionsly  you're  not  going  to  use  them. 

Teale :  On  the  basis  that  you  as  airlines  don't  get  a  great  deal  of 
benefit  from  tiie  State  Airport  System,  then  yon  would  object  to  a  state 
gasoline  tax  to  be  spent  on  airport  development? 

Thigpen :  Yes,  sir. 

Teale:  IIow  many  airports  does  United  use?  In  the  State? 

Thigpen :  I  believe  it  is  15. 

Teale :  How  many  do  you  buy  gas  on  ? 

Thigpen  :  About  six  or  eight. 

Lunardi:  IMr.  Thigpen,  when  you  get  into  the  jet  age,  what  will  be 
the  increased  capacity  of  the  passengers?  Do  you  have  any  idea  as  to 
what  your  increase  in  passenger  rate  will  be?  What  would  be  the 
increase  in  capacity  compared  with  what  you  have  now? 

Thigpen:  Increase  in  traffic? 

Lunardi :  No,  passenger  capacity. 

Thigpen :  The  capacity  of  a  DC-8,  for  example,  as  compared  to  a 
DC-7.  It's  better  than  twice,  21  times. 

Lunardi:  How  many  more  additional  trips  would  l)e  available  in  the 
jet  age  comparable  to  what  you  have  now? 

Thigpen :  Initially  there  will  be  fewer. 

Lunardi:  Fewer  trips  made? 

Thigpen:  Yes,  for  the  reason  that  the  capacity  of  the  airplanes  is 
greater,  and  until  the  increase  in  traffic  catches  up  with  the  jet  planes, 
there  will  be  fewer  flights  flown  for  awhile.  As  a  matter  of  fact,  that 
brings  up  a  ]U'oblem  which  we  have  right  now  in  which  some  of  the 
carriers  are  going  to  have  to  furlough  flight  crews.  Simply  for  the  reason 
that  we  will  need  fewer  flight  crews  to  perform  a  bigger  lift  with  the 
jets  than  we  do  with  the  7's  or  the  6's. 

Lunardi:  IIow  much  time  do  you  anticipate  will  be  saved  in  the 
normal  trips? 

Thigpen :  The  current  flying  time  with  a  DC-7  for  example,  nonstop 
from  San  Francisco  to  New  York  is  seven  hours,  and  45  minutes.  With 
the  DC-8,  it  will  be  4  hours  and  45  minutes. 

Teale:  One  of  the  reasons  we  have  had  for  this  push  for  improved 
airwaj's,  operations  and  improved  communications  is  the  increase  and 
change  in  speed  structure,  and  the  increased  congestion  around  your 
air]ioi-ts.  Have  the  airlines  given  any  consideration  to  tlie  fact  that  it 
might  be  desirable  to  have  your  speed  structures  separated,  push  these 
slow  jobs  off  into  the  corners,  so  they  don't  get  tangled  U]"t  in  tlie  air 
corridors  that  the  commercial  planes  are  using? 

Thigpen :  Senator,  I  can  just  give  you  my  personal  observations  on 
that.  I'm  not  an  operational  man  and  I  really  can't  answer  your  ques- 
tion, but  I  know  that  it  has  been  considered  along  with  many  other  plans 
and  a|)proaches  to  the  whole  problem,  nse  of  different  parallel  runways, 
one  runway  for  the  faster  aircraft,  and  the  other  for  the  slower  aircraft, 
having  them  converge  on  these  at  an  angle,  so  that  they're  not  flj'ing 
straight  into  these  rnnways,  one  fast  aircraft  following  a  slow  one,  but 
this  is  only  one  of  many  things  under  consideration,  aiul  the  final 
answer  we  feel  is  automation  of  air  traffic  control. 
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Toalp :  Mr.  Mnr])hy  or  Mr.  Riiiitli,  do  you  liave  anyt]iin<>'  to  add? 

Murphy:  T  don't  know  of  anythinp:,  Senator  Tcale.  T  wasn't  here 
thronf?!!  Mr.  Tliigpen  's  testimony,  bnt  I  presume  he  presented  what  we 
feel  in  relation  to  some  of  the  matters  pertaininji-  to  taxation. 

I  jnst  want  to  say  that  as  far  as  Western  Airlines  is  concerned,  and 
I  speak  only  as  an  individual  from  Western,  that  w^e  reeojjnize  that 
there  is  a  problem  relative  to  airports,  bnt  the  manner  in  which  it  is 
financed  is  of  considerable  concern  to  ns,  I'll  tell  yon  that.  It  wonld  run 
into  a  tremendous  amount  of  money,  and  T  think  this  committee  should 
in  all  fairness  look  at  the  situation  as  to  the  ability  of  the  taxpayer  to 
pay  his  taxes  for  the  problem  that  we  have  ahead  of  us.  W've  got  some 
very  serious  problems  ahead  of  us.  It  isn't  a  case  of  screaminfy  or  ask- 
ing for  mercy  or  am^thing  of  that  kind,  it  is  just  pure  facts  that  are 
staring  us  in  the  face,  and  we  only  liope  that  whatever  conclusions  you 
come  to  in  your  deliberations  that  at  least  you  will  give  us  the  con- 
sideration of  the  problems  that  we  have  ahead  of  us,  and  I'm  sure  you 
will  do  that. 

Teale:  Thank  you.  Mr.  Thigpen,  could  you  leave  a  copy  of  your 
testimony  with  us.  Do  you  have  a  copy? 

Thigpen :  T  can  give  you  a  copy  of  the  statement  of  the  ATA  policy, 
yes. 

Teale:  On  our  agenda  noAV,  w^e  have  Mr.  Tarshes,  from  Sacramento 
County.  Mr.  Tarshes  is  not  here.  Do  we  have  a  representative  from  the 
El  Dorado  County  Board  of  Supervisors? 

CasAvell :  I  am  John  M.  Caswell,  Member  of  the  Board  of  Supervisors 
of  El  Dorado  County,  and  I'm  here  to  make  a  presentation  for  the 
entire  board,  and  would  like  to  have  it  read  into  the  record,  and  I  have 
copies  for  you. 

We  would  like  to  thank  you  for  the  opportunity  of  appearing  here 
before  the  committee  today  to  express  our  views.  I  think  this  is  a  very 
important  problem. 

We  believe  the  lack  of  a  statewide  sj^stem  of  airport  development 
is  a  most  serious  problem,  especially  since  aviation  today  is  the  State's 
leading  industry  and  largest  source  of  revenue.  It  is  our  hope  that  this 
problem  will  be  remedied  in  the  immediate  future. 

El  Dorado  County  has  two  public  airports,  one  in  Placerville  which 
has  been  in  operation  for  many  years,  supported  by  general  county 
taxes  and  funds  from  the  unrefunded  gas  tax.  Probably  the  most  ex- 
tensive use  of  this  field  is  made  by  the  California  Division  of  Forestry 
and  the  Federal  Forest  Service,  yet  not  one  cent  of  federal  or  state 
money  has  been  expended  towards  its  development  or  maintenance. 

The  other  airport,  which  is  presently  under  construction  at  Lake 
Tahoe,  was  made  possible  with  the  use  of  federal  moneys,  under  the 
Federal  Airport  Act,  and  local  moneys. 

Our  county  undertook  the  construction  of  this  airport  on  the  pre- 
mise that  we  would  receive  54  percent  of  the  actual  construction  costs 
from  the  Federal  Government.  However,  we  are  now  faced  with  the 
problem  of  completing  this  project  alone,  since  President  Eisenhower 
vetoed  the  Federal  Airport  Act  on  September  2d  of  this  year.  We 
intend,  nevertheless,  to  complete  this  airport,  although  at  this  time 
we  are  not  certain  as  to  the  means  of  raising  the  necessary  funds. 
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President  Eisenhower,  Avitli  his  veto  of  tlie  federal  airport  aid,  stated : 

"*  *  *  I  am  diiivinced  tliiit  the  time  has  <(jme  for  the  Federal  Government  to 
begin  an  orderly  withdrawal  from  the  airport  grant  program.  This  conclusion  is 
based,  first,  on  the  hard  fact  (hat  the  government  must  now  devote  the  resources 
it  can  make  available  for  the  promotion  of  ci\  il  aviation  to  programs  which  cannot 
be  assumed  by  others,  and,  second,  on  the  conviction  that  others  should  begin  to 
assume  the  full  resi)Onsibility  for  the  cost  of  construction  and  improvement  of  civil 
airports." 

AVe  wish  to  recommend  to  yonr  committee  that  the  State  levy  a  tax 
0)1  aviation  fuel,  and  tliat  all  revenues  derived  from  such  a  tax  be  re- 
turned for  the  consti'uction  and  improvement  of  all  publicly  owned 
airports  in  tlie  State.  We  submit  the  following'  points  in  favor  of  such 
a  measni-e : 

1.  Civil  airport  construction  and  improvements  have  not  kept  pace 
with  the  demands  of  commerce  and  aircraft  design. 

2.  Civil  airports  usually  serve  a  much  wider  area  than  the  munic- 
ipalities and  counties  which  own  them,  iuiposing  an  inequitable  burden 
on  its  taxpayers. 

3.  Seventeen  other  states  now  impose  a  tax  on  aviation  fuel  to  pro- 
vide funds  for  the  development  of  airports. 

4.  Failure  of  many  states  to  tax  aviation  fuel  has  fostered  the  pro- 
po.sal  to  raise  the  current  federal  tax  on  aviation  fuel. 

No  one  today  Avill  doubt  that  onr  constantly  improving  transporta- 
tion system  depends  more  and  more  upon  aircraft.  Airports  provide  the 
higliAvays  of  the  future.  A  gas  tax  has  been  universally  accepted  as  a 
most  ecpiitable  method  of  financing  highway  improvement.  Is  there  any 
sound  reason  why  airports  should  not  be  developed  in  the  same  man- 
ner, by  a  tax  upon  the  users  of  the  airwaj's,  in  proportion  to  the 
amount  of  use? 

Teale :  Thank  j^ou.  Next,  we  have  Avith  us  Mr.  John  Weidman,  from 
the  El  Dorado  County  Chamber  of  Commerce. 

Weidman:  My  name  is  John  Weidman,  representing  the  El  Dorado 
County  Chamber  of  Commerce.  Also  present  here  today  is  our  Secre- 
tary-:\Ianager,  Walter  Drysdale  and  IMr.  C.  S.  Collins. 

A  Cliamber  of  Commerce,  by  its  diverse  membership,  represents  a 
broad  section  of  any  community.  Our  El  Dorado  County  Chamber  of 
Commerce  is  not  completely  unfamiliar  with  the  problems  facing 
aviation  toda3^  In  fact,  we  are  proud  of  being  a  part  of  the  Lake 
Tahoe  Airport  program  from  its  inception.  It  is  our  contention  this 
development  was  made  possible  by  the  initial  contributions  of  private 
funds  that  triggered  the  actual  expenditure  of  county  and  federal  aid 
into  the  Tahoe  airport. 

The  FA  Dorado  County  Board  of  Supervisors  has  presented  testi- 
mouy  on  this  subject.  We  will  not  duplicate  what  they  have  said  but 
will  direct  our  presentation  along  other  lines. 

The  rapid  technical  advances  in  aviation  and  the  remarkable  growth 
in  the  use  of  air  transportation  have  coufronted  tlie  State  of  Califor- 
nia with  serious  aviation  facilities  problems.  Modern  aircraft  can  be 
operated  in  the  numbers  required  by  the  civilian  economy  only  if  air- 
ports, navigation  aids,  air  traffic  control  devices,  and  communications 
systems  are  suitable  for  their  needs,  all  of  which  we  seriously  need. 
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A  crisis  now  appears  in  the  makin<>'  which  is  tlie  result  of  too  little 
foresio-ht  and  planning;.  Althonjih  (lOO-niih^-pcr-honr  travel  in  safety 
and  comfort  will  be  within  reach  of  everyone  in  a  matter  of  months, 
and  aviation  is  the  larjyest  sinp^le  industry  within  the  State  of  Califor- 
nia contribntinj?  the  larjjest  siiifxle  income  of  any  indnstry,  the  aviation 
plans  and  i)ro<>rams  of  the  State  are  still  relatively  in  the  "horse  and 
bn,ci>y  days. ' ' 

Nine  ont  of  ten  lar^ife  corporations  own  one  or  more  aircraft.  The 
production  of  lijiht  aii-planes  for  business  and  private  use  nearly 
doubled  in  1056  and  1057.  Yet  Mr.  James  F.  Pyle,  Civil  Aeronautics 
Administration  administrator,  has  stated  airports  are  disappearing 
at  the  rate  of  500  a  year.  California,  with  13  percent  of  the  aircraft 
in  the  Nation  and  only  6  percent  of  the  airports  has  been  the  hardest 
hit  in  this  matter  of  disappearing  airports. 

Today  the  airport  is  a  foundation  on  which  a  community  and  the 
State's  economics  are  built.  The  stability  of  a  state's  economy  is  largely 
based  on  its  air  facilities.  The  belief  that  the  primary  responsibility 
for  constructing,  maintaining  and  operating  airports  rests  with  the 
local  government  is  no  longer  completely  logical.  The  State  has  a 
definite  interest  in  the  overall  airport  program  for  California  which 
the  members  of  this  committee  and  the  State  Legislature  cannot  afford 
to  shirk. 

It  is  with  the  preceding  statements  in  mind  that  we  offer  the  balance 
of  our  presentation. 

Our  chamber  of  commerce  is  cognizant  of  the  present  unrefunded 
gas  tax  and  the  allocation  formula.  At  least  in  part  we  cannot  agree 
with  the  present  formula  for  distribution. 

"We  are  also  aware  that  the  fund  itself  is  of  a  contributory  nature, 
supported  almost  in  its  entirety  by  the  private  pilot  who  feels  the 
money  is  being  expended  for  his  benefit  on  a  statewide  basis  in  the 
maintenance  and  construction  of  airports.  The  State  of  California,  in 
our  opinion,  could  go  a  long  way  towards  fostering  and  encouraging 
this  theory  by  matching  the  unrefunded  gas  tax  with  funds  from 
the  General  Fund.  We  base  this  reasoning  on  the  knowledge  that  the 
aviation  industry  pours  into  the  General  Fund  millions  of  dollars 
yearly,  yet  the  only  contribution  is  an  annual  budget  allowed  the  Cali- 
fornia Aeronautics  Commission  in  the  amount  of  $60,000,  more  or  less. 

Some  business  practices  are  not  amiss  in  government,  and  it  would 
seem  logical  to  us  that  at  least  a  small  percent  of  the  revenues  gen- 
erated by  aviation  revert  back  to  the  source  in  the  form  of  direct 
services  and  financial  aid.  We  therefore  submit  to  you  the  following 
recommendations : 

The  State  of  California,  for  its  own  interests  and  that  of  industry 
and  general  aviation,  should  cause  to  be  withdrawn  from  the  General 
Fund  each  year  an  amount  sufficient  to  equal  the  Unrefunded  Gas  Tax 
Fund.  The  money  in  this  combined  fund  should  be  appropriated  annu- 
ally in  the  following  manner : 

One  hundred  thousand  dollars  for  the  support  of  the  California 
Aeronautics  Commission,  a  portion  of  this  to  be  used  for  the  services 
of  a  qualified  airport  engineer,  to  aid  and  assist  public  entities  in  the 
development    and    maintenance    of     airports.     Two     thousand     five 
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hundred  dollars  a  year  should  be  allocated  to  each  publicly  owned 
airport  having  a  current  permit  issued  by  the  State  of  California  for 
the  purpose  of  construction  and  maintenance  of  airport  facilities. 

The  remaining-  balance  of  the  combined  funds  should  be  distributed 
in  the  following  manner : 

One-third  to  the  counties  in  proportion  to  their  geographic  area; 
one-third  to  publicly  owned  aii'])orts  for  the  construction  and  main- 
tenance of  their  facilities,  distributed  in  proportion  to  the  number 
of  planes  based  on  each  airport ;  one-third  for  deposit  in  a  contingent 
fund  for  use  in  supplementing  or  matching  any  city,  county,  state 
or  federal  funds  for  the  construction  of  publicly  owned  airports. 

"We  hope  that  our  appearance  today  has  contributed  testimony  which 
in  some  way  will  be  valuable  to  this  committee. 

Teale :  Tlie  next  witness  we  have  on  the  agenda  today  is  representing 
the  Flying  Farmers,  Mr.  Stanley  Van  Vleck. 

Van  Vleck:  Mr.  Chairman  and  gentlemen,  our  Flying  Farmers  met 
in  executive  session  yesterda.v  in  Fresno  and  hashed  this  over  some- 
what, and  review  our  past  action  and  came  up  with,  perhaps,  some 
new  ideas,  and  a  lot  of  our  old.  It  Avas  interesting,  coming  here  today, 
I  think  quite  a  number  of  u.s  have  been  coming  here  for  a  great  number 
of  years,  and  the  onl}-  thing  that's  changed  is  our  hairlines  and  our 
waistlines.  Most  of  what  we  have  had  to  say  has  been  pretty  much  the 
same.  I  do  think  this,  though,  that  general  aviation  and  the  airlines 
are  not  quite  so  far  apart  as  w'e  have  been  in  the  past  and  understand 
each  other's  problems  far  more  than  we  did  a  few  years  ago. 

Looking  over  the  problem,  we  find  that  probably  our  first  thing  is 
to  save  the  present  airports;  next,  the  areas  of  current  need,  the  need 
for  airports  whore  there  is  none  at  the  present  time  and  no  possible 
way  of  financing  an  airport;  and  then  the  areas  of  future  development, 
around  these  larger  growth  areas,  getting  an  airport  located,  pur- 
chasing plenty  of  land  so  that  when  the  time  comes  we  wall  have  room 
to  build  jet  strips  and  be  able  to  serve  the  growth  areas. 

As  to  methods  of  finance,  bonds  are  always  difficult  to  pass,  and  I 
think  tliey're  becoming  more  and  more  so.  I  read  only  last  night 
where  the  Mayor  of  Denver  after  having  made  a  survey  of  their 
particular  area  of  Stapleton  found  the  ])ossible  cost  of  $3(),()()0,00() 
to  accommodate  the  future  jet  aircraft.  He  came  out  point  blank  and 
said  it  is  going  to  be  up  to  the  airlines  and  aircraft  users,  that  the  com- 
munity is  no  longer  capable  of  financing  that  kind  of  development. 
And  I  think  that  sort  of  sets  the  pace  for  others  of  our  metropolitan 
centers. 

Special  taxes — they  can  help,  but  they're  slow.  You  can't  raise 
a  great  deal  of  money  by  special  taxes. 

In  lieu  and  gas  taxes  are  a  possibility,  and  I  think  that,  particularly 
after  hearing  Mr.  Thigpen,  that  there  must  be  somewhere  that  there 
could  be  a  meeting  between  their  current  costs  that  they're  paying  on 
airports  and  cost  of  paying  the  tax.  I  think  the  thing  could  be  set  up 
very  similar  to  the  Collier-Burns  Highway  ])rogram,  that  it  would 
work.  I  think  the  thing  is  closer  to  them  than  tliey  care  to  admit.  They 
talk  of  flying  over  other  stat(^s  and  burning  the  gas  that  they  have  paid 
taxes  on,  perhaps  in  California,  and  of  there  being  an  inequity.  But 
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actually  the  thinji-  they  are  paying  for  is  the  airport,  not  the  airspace 
of  California,  or  whatever  state  they  may  be  paying  tax  in.  In  other 
words,  if  they  have  tlie  aii-port  facilities  to  eitlier  leave  or  laud  in 
California,  that  is  the  important  thing.  As  we  get  into  the  jet  age 
and  have  to  have  longer  and  longer  runways  it  becomes  more  important. 

We,  the  Flying  Farmers,  are  probably  not  too  great  contributors  to 
the  Uurefunded  Gas  Tax  Fund.  Most  of  us  have  bulk  storage,  and  get 
the  full  refund.  Yet,  I  think  99  percent  of  the  Flying  Farmers  would 
be  willing  to  have  anywhere  from  1  to  4  or  5  cents  per  gallon  tax,  in 
order  to  carry  our  share  of  the  load  of  airport  development. 

In  checking  the  thing  up,  our  gas  represents  approximately  17  per- 
cent of  our  operation  cost,  and  a  gas  tax  of  1  cent  would  represent 
about  1  percent  of  our  total  operation  cost. 

It  was  mentioned  that  there  are  now  14  airports  in  Los  Angeles 
County,  seven  of  them  privately  owned.  I  think  something  that  hasn't 
been  tossed  into  the  hopper  would  be  the  possibility,  if  the  State  had 
a  fund,  to  lease  the  actual  ground  the  strip  is  on  and  the  taxiways, 
where  they  would  be  state  leased,  and  the  amount  paid  to  the  owner 
of  the  property  would  be  in  direct  proportion  to  the  taxes  that  he 
pays  on  the  same  area.  In  other  words,  it  would  be  a  tax  relief  under  a 
different  guise,  and  it  would  also  relieve  him  of  the  liability  of  current 
insurance  costs,  and  I  think  that  would  be  quite  a  step  in  retaining  the 
strips  that  w^e  are  rapidly  losing. 

At  this  time  I  w^ould  like  to  urge  the  committee  to  do  what  they 
can  to  bring  the  diverse  interests  in  aviation  together  as  much  as 
possible  so  that  we  may  equitably  share  in  some  type  of  user  charge 
that  will  improve  our  airport  conditions  around  the  State  of  California. 

Teale :  Does  your  group,  as  a  group,  think  that  the  State  should 
be  in  the  airport  business? 

Van  Vleck :  I  would  say,  only  where  necessarj^,  and  it  would  be 
necessary  in  those  airports  which  would  perhaps  go  out  of  existence 
were  the  State  not  to  provide  some  aid,  such  as  w^hat  I  just  mentioned. 
In  other  words,  if  they  were  to  take  over  those  private  airports,  pay 
them  in  lieu,  strictly  on  a  lease  proposition,  they  would  keep  those 
strips  in  existence  and  would  relieve  the  metropolitan  terminals  of  a 
greater  amount  of  congestion  which  they're  going  to  have  if  those 
smaller  strips  go  out  of  existence.  If  the  actual  taxiway  and  runway 
ground  were  leased  by  the  State,  it  would  also  relieve  him  of  the  tax 
burden  he  is  currently  paying. 

Teale :  I  would  like  to  get  on  record  the  purposes  to  which  the  Flying 
Farmers  group  put  their  airplanes.  What  do  they  use  them  for  pri- 
marily ? 

Van  Vleck :  We  use  them  for  many  purposes,  primarily  transporta- 
tion. Speaking  for  myself,  w^e  have  ranches  in  four  different  counties, 
and  it  saves  us  a  lot  of  travel  time. 

Bryson :  How  many  airports  do  you  maintain,  Stan,  personally  ? 

Van  Vleck:  Two. 

Bryson :  But  you  're  still  willing  to  go  along  on  the  gas  tax. 

Van  Vleck :  They  're  expensive  to  maintain  too,  but  we  're  willing  to 
help  somebody  else. 

Teale :  We  have  only  two  or  three  more  witnesses,  but  before  we 
call  them,  I'd  like  to  acknowledge  the  presence  in  the  audience  today 
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of  three  members  of  the  California  Aeronautics  Commission.  We  have 
here  today  LeKoy  Lampson  of  Kobbins,  Forest  Fiorini  of  Turlock,  and 
Norm  Larson  of  Van  Nuys.  I  'd  like  to  say  that  we  appreciate  the  effort 
you  gentlemen  have  made  to  be  here,  and  if  you  have  anything  to  say 
we  will  call  on  you  in  a  few  minutes. 

Also  1  have  a  supervisor  from  one  of  the  counties  I  represent,  ]\Ir. 
Kalph  Thiel  of  Groveland.  The  next  witness  is  Mayor  Shropshire  of 
the  City  of  Pacific  Grove. 

Shropshire :  Senator  Teale,  I  am  Frank  Shropshire,  Mayor  of  Pacific 
Grove.  At  this  time,  I  would  like  to  qualify  my  position  here.  I  am 
appearing  as  a  private  citizen  and  as  a  private  pilot,  whose  essential 
interest  is  the  development  of  facilities  for  general  aviation  in  Califor- 
nia. 

1  had  proposed  to  suggest  to  this  very  honorable  body  that  there  be 
some  method  of  taxation  evolved  and  enacted  into  legislation  to  help 
private  airports  overcome  this  terrific  problem  they  have  of  being 
assessed  as  their  surrounding  properties  are. 

However,  after  listening  to  Mr.  Van  Vleck's  suggestion,  I  believe 
that  this  is  most  sound,  since  that  would  have  one  advantage  over 
enacting  special  legislation  for  the  taxation  of  airports  privately  owned, 
in  that  if  the  State  could  obtain  a  lease  this  would  certainly  eliminate 
any  possibility  of  a  fellow  going  out  of  business  in  the  future.  It  seems 
to  mo  that  leases  taken  by  the  State  on  whatever  basis  the}'  may  wish 
in  order  to  equalize  this  tax  burden  would  certainly  guarantee  the  State 
at  least  the  use  of  private  airports  until  such  time  as  they  could  get 
state  development  of  public  airports  to  replace  them.  I  think  this  is  a 
very  important  problem,  because  as  you  know  in  the  past  few  j'ears 
we  have  lost  over  12,000  airports  in  the  United  States,  that  were  pri- 
vately owned. 

Gentlemen,  I  feel  that  there  is  a  very  different  concept  that  we  must 
take  toward  the  development  in  aviation.  In  the  first  place,  if  we  think 
of  a  private  airport,  or  if  we  think  of  a  municipal  airport,  or  if  we 
think  of  any  airport,  a  county  airport,  it's  just  as  a  separate  unit.  I 
believe  that  we  are  not  taking  the  right  approach.  I  believe  that  any 
airport  is  actually  a  part  of  the  higiiway  system.  It  is  just  as  essential 
to  the  highways  of  the  air  as  any  given  part  of  a  freeway  is  essential 
to  tiie  whole  freeway.  I  believe  that  general  aviation,  civil,  military  and 
all  have  grown  to  the  point  where  this  is  no  longer  a  unit  problem,  it's 
no  longer  a  county  problem,  it  is  no  longer  a  municipal  problem,  it  is 
very  definitely  a  problem  which  must  bo  handled  on  the  state  level. 

For  example,  we  could  accurately  divide  this  all.  We  could  say  that 
the  federal  branches  of  government  should  be  concerned  with  safety, 
comnuniicatious,  navigational  aids,  etc.  We  could  say  that  physical 
facilities  should  be  the  responsibility  of  the  State  Aeronautics  Commis- 
sion and  tlioreby  act  accordingly,  in  enforcing  those  things  for  the 
general  safety  of  aviation  all  the  way  along. 

Gentlemen,  there  at  present  exists  all  the  machinery  for  doing  just 
exactly  what  you  can  do,  and  ouglit  to  do,  which  is  to  improve  the  situa- 
tion in  the  State  of  California  as  far  as  our  airports  are  concerned. 

I  refer  to  a  suggestion  wliich  was  made  about  a  year  ago  by  Mr. 
William  Piper,  of  Piper  Aircraft  Company.  At  that  time  he  recom- 
mended that  the  construction  programs  of  the  various  state  highway 
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systems  be  amended  to  iiu'ludo  the  constrnctloii  of  uirpoi-ts,  small  air- 
ports that  would  serve  small  eommunities. 

Gentlemen,  when  you  think  of  the  economy  of  this  thing,  when  a 
highway  district  is  out  obtaining  right  of  ways,  and  when  it  moves 
its  machinery  in  in  order  to  do  the  actual  job,  the  cost  of  obtaining 
a  right  of  way  on  a  5,000-foot  strip  800  feet  removed  from  where  the 
highway  is  placed,  and  then  when  the  machinery  comes  along,  paving 
that  liighway,  and  putting  it  iiito  operation,  it  brings  the  cost  of  air- 
port construction  to  somewhere  around  one-third  of  what  it  would 
cost  to  do  it  as  a  separate  unit.  I  believe  that  Mr.  Piper's  suggestion 
is  very  sound,  in  this  respect,  that  first  of  all,  it  would  be  possible  to 
locate  numerous  airports  in  small  communities  where  thej^  are  needed. 
And  I  say  that  advisedly,  because  we  know  that  ti-ansportation  raises 
the  living  standard  of  any  given  eonnnunity,  and  with  so  much  business 
travel  in  the  State  of  California,  I  feel  that  in  the  end  it  would  be 
highly  justified  to  build  such  airports. 

Secondly,  from  the  safety  standpoint,  this  is  of  immeasurable  value, 
and  from  a  defense  standpoint,  in  case  we  were  ever  attacked,  it  would 
give  the  State  a  highly  mobile  factor  which  would  be  most  essential  to 
our  defense. 

At  the  present  time  the  State  of  California  is  involved  in  a  very  ex- 
panded, very  large,  concept  of  a  freeway  system.  I  think  w^e've  always 
been  advanced  in  our  highway  thinking,  and  there's  no  reason  why  we 
cannot  accept  the  idea  that  aviation  travel  is  a  part  of  our  highway 
system,  and  that  it  could  be  even  by  amendment  made  a  part  of  the 
highway  system. 

I  understand  that  it  takes  money  to  do  these  things,  and  I  believe 
that  the  cost  of  accomplishing  this  would  be  far  less  if  it  were  tied  in 
with  our  program  of  highway's.  At  this  time,  I  would  like  to  report 
to  you  that  for  the  past  two  years  I  have  been  talking  to  private  plane 
o"wners,  and  most  of  them  have  no  objection  whatsoever  to  giving  up 
their  right  to  reclaim  taxes  paid  on  gasoline.  I  found  this  to  be  true 
with  nine-tenths  of  the  people  I  have  talked  to. 

I  think  that  this  could  be  a  very  real  problem  among  those  char- 
tered operators  who  operate,  of  course,  on  a  charter  basis,  and  I  think 
that  it  will  be  a  real  burden  on  the  airlines  to  ask  them  to  give  up  theij* 
right  to  reclaim  those  taxes,  but  I  don't  feel  that  it  would  be  discrim- 
inatory to  ask  the  general  aviation  people,  that  is  private  fliers,  business 
fliers,  corporate  fliers  to  relinquish  their  rights  to  reclaim  taxes,  if  it 
were  possible  to  build  a  fund  that  could  be  usefully  put  to  expanding 
the  facilities  both  from  a  safety  factor  and  from  every  other  viewpoint 
of  economic  factor,  because  after  all  access  to  these  smaller  communi- 
ties would  be  of  tremendous  value  to  business  flying. 

I  have  alwaj^s  believed  in  the  theory  that  he  who  gets  the  benefit 
should  pay  for  it,  and  since  a  great  deal  of  the  load  in  California  for 
the  past  three  or  four  years  has  come  from  almost  a  60  percent  increase 
in  business  and  private  flying,  I  have  no  fault  with  the  attitude  that 
these  people  are  not  only  willing  but  able  to  pay  for  the  ditferenee. 

Now,  there  has  been  some  testimony  here  that  an  increase  in  gasoline 
taxes  either  by  the  State  or  Federal  Government  might  put  a  lot  of 
people  out  of  fl.ying.  Gentlemen,  may  I  remind  you  that  flying  is  more 
economical  than  driving  an  automobile,   and  we've  seen  automobile 
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taxes  and  taxes  on  gasoline  go  np  considerably  and  certainly  this  has 
not  slopped  people  from  driving  automobiles  for  business  and  pleasure. 
1  do  not  sincerely  believe  that  even  a  small  raise  in  taxes  would  in  -dny 
way  affect  the  progress  of  general  aviation  in  this  State. 

I  do  believe  that  it  is  your  duty  to  investigate  what  this  would  do  for 
the  State  economically  to  open  up  a  number  of  areas  that  are  not  ac- 
cessible by  small  craft  now,  which  in  turn  would  certainly  raise  stand- 
ards of  living  and  bring  business  connnunication  to  those  areas.  I 
believe  that  this  very  definitely  justifies  an  expenditure. 

I  do  want  to  say  this,  Senator  Teale,  I  think  you  certainly  arc  highly 
respected  by  the  people  in  private  aviation  for  your  efforts  to  set  up 
this  committee  and  to,  at  least,  look  into  and  devise  some  ways  and 
means  to  co-ordinate  what  we  have  to  do  here  in  order  to  bring  our 
State  up  to  the  level  that  it  should  be  for  private  and  general  aviation. 
As  far  as  our  altitude,  i  think  that  we  can  say  un({ualifiedly  that  there 
is  no  question  at  all  that  you  will  have  ver_y  large  support  if  you  do  not 
try  to  fight  the  ver^^  strong  interests  of  the  airlines  and  try  to  fight, 
say,  even  the  small  commercial  interests,  I  think  that  maybe  the  path 
might  be  easier  to  accomplish  a  general  construction  program. 

But  1  would  like  to  see  it  in  tlie  form  of  a  crash  program  ;  1  would 
like  to  see  these  taxes  pre-empted  immedialely  and  set  up  on  a  basis 
where  your  committee  could  nudce  some  agreement  with  the  higliAvay 
department  to  begin  acquiring  properties  and  i)rovi(ling  in  their  general 
plan  of  freeway  construction  to  construct  additioiial  airports,  because 
in  the  long  run  we  are  just  in  the  diaper  stage  of  aviation  right  now. 
AVe  haven't  begun  to  grow  yet,  and  it  is  my  sincere  conviction  that 
anything  that  we  do  now  will  be  too  little  even  though  we  do  our  very 
best. 

I  want  to  thank  you  gentlemen  for  hearing  me,  and  1  will  be  glad  to 
document  anything  that  1  have  said  here. 

Teale :  Senator  Farr,  do  you  have  a  question  ? 

Farr:  No,  we  appreciate  very  much  your  testimony. 

Teale :  I  have  one  question,  as  to  how'  j'ou  divvy  up  the  money  after 
3'ou  get  it,  if  you're  going  to  exempt  the  airlines  entirely,  from  the 
gasoline  tax,  as  you  proposed? 

Shropshire:  Well,  Seiuitor  Teale,  the  major  difference  between  what 
testimony  has  been  ])resented  and  my  own  is  that  the  average  municipal 
air})ort  is  not  doing  too  bad.  It's  going  along;  it  has  no  tax  problems 
and  most  of  the  time  can  operate  on  its  revenue.  The  second  thing  is 
that  the  big  terminal  stations,  certainlj-  the  facilities  that  are  provided 
are  ample  to  carry  them  along.  Actually  the  jet  age  has  imposed  some 
very  definite  burdens  on  lliem,  but  1  do  not  feel  that  this  is  particularly 
a  stale  problem.  1  think  the  problem  lies  primarily  in  providing  a  safely 
facloi',  luimely  more  airports,  and  also  the  connnunication  factor,  of 
being  able  to  I'each  more  connnunities  bj'  air,  because  this  means  the 
expansion  of  general  business.  Now,  I  would  not  necessarily  Iry  to 
burden  those  who  are  in  the  aircraft  business  with  these  problems,  but 
I  do  think  that  those  people  who  make  their  living  from  other  businesses 
through  the  use  of  aircraft  can  cei-lainly  alTcrd  lo  pay  for  tlie  expanded 
facilities  that  are  i*e(juired. 

Now,  there's  a  very  interesting  angle  here.  We  talk  about  liigli  density 
areas;  we  talk  about  the  problems  of  safety.  It's  sort  of  like  a  yacht 
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eliib  ill  a  way.  There  are  i)eople  who  live  out  in  three  or  four  counties, 
but  they  all  have  their  boats  at  one  boat  place.  This  pattern  is  very  true 
in  private  aviation.  If  we  eould  <xet  a  <^reater  dispersal  of  air  strips 
tlirouo'hout  the  State,  we  wouldn't  have  these  highly  concentrated  areas, 
and  I  believe  that  most  of  the  fiyin^'  for  business  purjioses  would  be  far 
more  diversified  if  it  eould  be  spread  out  into  the  snuUl  eonnnunities. 
Now,  when  you  consider  that  in  the  last  three  years  over  60  percent  of 
the  fiyinji"  in  the  State  of  California  is  private  or  business  aviation,  it 
seems  to  me  that  they  are  the  people  that  are  creatinp;  the  problem  to  a 
great  extent,  and  they  want  better  safey  by  expanded  fields  and  they 
want  more  accessibility  to  conduct  their  business  and  pleasure  flights, 
and  it  seems  to  me  that  they  are  the  least  recalcitrant  than  anyone  else 
to  pay  for  what  they  get. 

Teale:  Thank  you  very  much,  Mr.  Shropshire. 

Mr.  Al  Huber.  You  are  Director  of  Aviation  in  Kern  County,  I 
believe. 

Huber:  That's  correct.  As  Director  of  Aviation,  I  am  also  Director 
of  the  iVirport  Department  of  Kern  County.  The  County  of  Kern 
operates  1-1  airjiorts,  13  of  these  are  general  aviation  airports. 

To  give  you  some  idea  of  the  scope  of  our  airport  department,  it 
comprises  7,000  acres  of  land.  We  have  three  airports  that  are  projected 
in  addition  to  the  14  w-e  operate,  so  Kern  County  is  very  concerned 
with  any  program  which  might  be  instigated  at  state  level  to  help 
finance  airports. 

I  have  been  instructed  by  the  Board  of  Supervisors  of  Kern  not  to 
recommend  any  specific  way  in  which  to  do  this,  but  to  make  a  state- 
ment of  policy  that  they  are  concerned  with  general  aviation;  they 
should  have  some  financial  assistance  at  the  state  level;  that  the  federal 
aid  program  has  been  divided  up  mostly  among  the  larger  terminal 
airports  in  the  State  of  California  and  the  remaining  amount  has  had 
to  be  divided  among  the  several  hundred  remaining  airports.  Many 
times  there  is  not  enough  federal  funds  to  go  around,  or  the  particular 
municipalities  are  not  in  a  position  to  match  the  funds,  so  we  definitely 
feel  that  some  assistance  needs  to  be  given  at  the  state  level. 

This  general  aviation  picture  is  expanding  tremendously  as  we  all 
knoAv,  and  if  the  airplane  is  going  to  continue  to  have  the  utility  that 
it  is  designed  for,  more  airports  are  needed.  Certainly  the  highway 
system  for  the  automobile  could  not  have  grown  to  the  extent  that  it 
has  today  if  we  constructed  highways  only  between  the  large  metro- 
politan centers.  Farm  roads  and  county  roads  have  all  played  a  part  in 
developing  automobile  transportation.  The  same  way  with  airports.  Wq 
have  to  have  a  larger  number  of  airports  in  order  to  serve  general 
aviation. 

That  is  mainly  what  Kern  County  feels. 

Teale:  Yon  don't  know  how  to  raise  the  money,  but  you  want  some 
money  for  Kern,  is  that  it? 

Huber :  We  are  open  to  suggestions.  We  have  financed  our  general 
aviation  airports  entirely  out  of  the  general  fund,  and  we  are  in  a  very 
fortunate  position  in  that  we  are  aviation  minded  and  had  the  facilities 
to  do  a  certain  amount  of  it,  but  it  has  become  a  burden  as  general 
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aviatiuu  inereabcs  and  is  demaiuliny  more  and  more  faeilitios,  better 
facilities,  rumvaj'"  ligliting,  etc. 

Teale :  Wliat  use  is  beinp-  made  of  your  airport  system  by  the  agri- 
cultural aircraft  people? 

Ilubcr:  They  use  it  quite  extensively.  "We  have  two  airports  which 
are  maintained  exclusively  for  the  agricultural,  or  duster,  operations, 
and  most  of  the  other  airports  liave  some  type  of  agricultural  o]ieration 
oft"  them. 

Teale :  What  percentage  of  the  total  agricultural  aircraft  operation 
would  you  say  operates  from  your  public  airports?  10,  15  or  20  percent? 

Huber:  I  would  say  approximately  90  percent  of  the  agricultural 
aireraft  operate  off  the  county  airports. 

Teale  :  That  doesn't  leave  much,  does  it  ? 

Huber:  Our  last  count,  we  had  a  total  of  36  airports  within  the 
county.  Of  course,  the  balance  of  those  were  privately  owned.  The 
dusters  do  maintain  their  own  strips,  but  they  are  using  those  mostly 
as  auxiliary  type  airports  while  their  main  operation  is  off  the  county- 
operated  airports. 

Teale :  What  sort  of  a  fee  do  you  charge  the  dusters? 

Iluber:  At  the  present  time,  we  have  no  duster  fee  whatsoever.  Our 
rates  are  being  revised  at  the  present  time,  and  in  all  probability  there 
will  be  an  operation  fee  for  dusters. 

Teale:  Tliank  you  \ery  much.  ^Ir.  J(>an  A'incenz,  Director  of  Public 
Works  of  8an  Diego  County. 

Vincenz:  Our  board  of  supervisors  was  interested  when  they  re- 
ceived your  letter  concerning  the  calling  of  this  meeting,  and  discussed 
it  quite  a  bit  at  their  oi)en  meeting  and  as  a  result  directed  it  to  our 
department,  or  the  Director  of  Aviation.  The  aviation  division  is  a  part 
of  (he  Department  of  Public  Works. 

San  Diego  has  eight  airports.  Those  are  the  only  public  airports 
except  those  that  are  in  the  City  of  San  Diego,  the  two,  and  we  serve 
the  other  cities  as  well  as  the  unincorporated  area.  The  eighth  airport 
will  be  opened  on  January  1st,  particularly  located  to  serve  northern 
San  Diego  County. 

The  point,  iiarticularly,  that  the  board  of  supervisors  wanted  me  to 
bi-ing  to  your  connnittee  is  that  they  feel  that  there  should  be  lu)  re- 
funds of  gasoline  taxes.  Tlie  gasoline  taxes  that  might  be  collected  by 
the  State  should  be  returned  to  the  place  from  which  it  is  collected. 
That  is  very  much  in  line  with  one  part  of  the  policy  announced  by 
the  supervisor's  association  this  morning.  They  felt  that  this  policy  is 
being  developed  in  the  small  boat  harbors  where  gasoline  is  sold.  It  is 
propo.sed  that  the  taxes  on  that  gasoline  come  back  to  the  small  boat 
harbors  at  tiie  ]uirchase  location.  That  is  their  particular  recomuienda- 
fion  that  they  Avanted  me  to  bring  to  you.  They  feel  that  this  has  been 
put  oft"  long  enongli  and  tliey  are  hojieful  that  this  year  the  Legislature 
will  bring  out  a  bill  that  will  make  a  forward  step  toward  the  returning 
of  gasoline  taxes  to  these  airports  where  it  is  eollected  or  some  general 
practice  of  that  nature. 

Teale:  Your  airports  ai-e  financed  ;it  the  i)reseiit  time  in  Aviiat  way, 
from  the  general  fund  .' 
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Vinconz:  From  general  fuiul,  aujiinoutcd  by  wliat  income  we  can 
get.  Onr  major  airport,  Cillespie  Field,  of  the  maintenance  cost,  we 
probably  have  an  income  that  takes  care  of  60  percent  to  70  percent. 
The  balance  comes  out  of  the  general  fund. 

One  other  thing  that  I  might  throw  in  on  my  own  is  this  thing  of 
in-lieu  tax.  We,  of  course,  all  feel  that  if  there  were  some  possibility 
that  the  moneys  that  are  collected  for  the  ])ersonal  property  taxes  on 
aircraft  located  at  the  various  airports  could  be  shown  as  coming  from 
tliose  airports  and  returned  in  some  way,  it  would  make  the  people 
recognize  more  clearly  that  the  airports  aren't  so  far  in  the  red  as  they 
seem  to  be  when  you  turn  in  your  budget. 

Teale :  I  can 't  recall  from  memory,  wliat  is  the  amount  which  you 
receive  from  unref unded  gas  tax  ? 

Vincenz :  About  $5,000. 

Teale:  To  what  use  have  you  pnt  that  in  San  Diego  County? 

Vincenz:  First,  w^e  installed  the  night  lighting  at  Gillespie  Field, 
and  we  were  very  happy  about  the  fact  that  we  got  it  in,  because  less 
than  six  months  after  the  lights  were  turned  on,  one  of  the  jets  from 
Miromar  got  lost  in  the  fog,  and  his  partner  crashed  and  was  killed, 
but  he  happened  to  drop  down  and  bear  for  our  lights  and  he  came  in 
and  landed  on  our  field,  saving  the  Federal  Government  considerable 
money,  together  with  the  life  of  the  pilot.  So  we  felt  that  there  was  a 
demonstration  of  the  value  of  the  expenditure  from  refunds  on  gas  tax. 

Following  that,  we  have  gone  ahead  with  purchase  of  clear  zones  at 
Gillespie  Field  on  the  east-west  runway.  That  incidentally,  is  terribly 
expensive,  in  an  area  such  as  Gillespie  Field  is  located  in  a  metropolitan 
area  and  there  is  pressure  from  the  adjoining  cities  for  us  now  to  pro- 
vide clear  zones  for  the  north-south  runway,  and  we're  trying  to  do 
that.  We  got  aome  help  from  the  Federal  Government  on  the  east-west 
runway.  That  was  nearly  $200,000.  The  costs  are  terribly  high.  We 
have  been  putting  the  money  we  have  been  getting  to  very  good  use. 

Teale :  The  money  you  get  from  the  unref  unded  gas  tax  doesn  't  go 
very  far. 

Vincenz  :  Not  A-ery  far,  but  it 's  encouraging. 

Teale :  Thank  .vou  very  much.  Is  there  anyone  else  that  would  like 
to  add  to  the  testimony.  Mr.  Hardgrove? 

Hardgrove :  My  name  is  Walt  Hardgrove,  County  Assessor  of  Alpine 
County. 

It  was  mentioned  this  morning  that  Alpine  County  had  been  sitting 
on  their  funds  and  weren't  expected  to  do  anything  with  them.  Just  a 
week  ago  yesterday  the  owner  of  a  very  nice  piece  of  property  within 
a  mile  of  Markleeville  said  he  would  give  us  60  acres,  a  5,000-foot  strip, 
with  clear  zone  rights,  etc.  to  put  in  an  airstrip,  so  Alpine  County  is 
on  their  way. 

Teale  :  That 's  quite  encouraging. 

Mr.  DeSilva  ? 

DeSilva :  Mr.  Chairman  and  members  of  the  committee,  I  am  Wood- 
ruff DeSilva,  Director  of  the  Department  of  Airports,  City  of  Los 
Angeles.  I  just  have  a  couple  of  observations  to  make.  With  reference 
to  the  unrefunded  gas  tax  money  available  to  the  City  of  Los  Angeles, 
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they  have  beeu  used  most  advaiitaofeoiisly  in  my  opinion.  Tlie  first  year 
of  those  funds  tliey  were  the  only  money  we  had  available  to  obtain 
matehinj?  funds  for  tlie  developing  of  additional  facilities  at  the  Van 
Xnys  Airjiort  for  personal  and  executive  aircraft,  so  it  came  in  most 
handy.  The  moneys  that  have  been  expended  from  that  fund  at  Inter- 
national have  been  new  structures,  field  maintenance  facilities  for 
housing  of  city-owned  equipment,  and  I  might  add  that  the  past  year 
that  approximately  17  percent  of  our  total  operation  at  Los  Angeles 
International  Airport  were  executive  and  personal  aircraft  according 
to  our  tOAver  count,  so  that  those  funds  have  been  very  helpful  to  us, 
and  we  have  some  on  hand  now  that  are  going  to  be  expended  at  Van 
Xuys. 

Another  observation  on  that  particular  fund,  T  jiersonally  recognize 
the  inequities  in  the  method  of  distribution,  and  I  think  there  should 
be  a  more  equitable  manner  of  dividing  those  funds. 

The  other  observation  I  have  after  hearing  the  testimony  this  morn- 
ing is  to  the  effect  that,  of  course,  in  our  instance  Ave  have  found  that 
the  general  obligation  bond  is  a  very  good  vehicle  to  use  in  financing 
our  construction  program,  as  evidenced  by  some  $59,000,000  that  Avas 
passed  by  a  A'ote  of  something  like  84  percent  faA^orable  vote.  Of  this 
something  like  $10,000,000  w^ere  earmarked  for  Van  Nuys  Field  for 
increasing  its  safety  factor  and  making  aA^ailable  more  land  and  clear 
zones.  Also  from  those  funds  were  something  OA^er  half  a  million  dollars 
for  a  system  of  heliports  Avithin  the  City  of  Los  Angeles. 

AYitli  reference  to  taxes,  I  might  say,  and  this  can  be  substantiated 
by  the  air  carriers,  that  aa'c  periodically  have  our  airport  properties 
a]ipraiscd  and  compared  Avith  the  existing  valuation  of  adjacent  prop- 
erties and  our  rentals  are  based  and  set  on  those  appraised  values  and 
a  tax  ecpiivalent  is  added  into  our  formula  in  arriving  at  ft  rental  figure 
at  Los  Angeles  International  Airport.  That  is  the  only  fair  Avay  to  do  it. 

One  other  point  is  that  we  are  concerned,  of  course,  Avith  anything 
that  affects  the  tax  structure  because  of  the  tremendous  \'olume  of 
gasoline  sales  at  Los  Angeles  International  Airport  by  industry  and 
by  the  carriers,  and  that  A'olume  Avill  increase  materially  as  Ave  get 
into  the  jet  picture  and  the  addition  of  international  carriers  flying 
circle  routes  from  Soutli  America,  Asia  and  I]urope.  I  believe  Ave  are 
not  accountable  for  something  better  than  60  percent  of  the  total 
gasoline  sales  Avithin  the  State.  That  figure  Avill  go  up  materially  and 
Ave  have  some  interest  in  any  disposition  of  the  refunds  or  anything 
that  might  affect  that  particular  idiase  of  the  tax  structure.  Thank  yon. 

Teale :  IIoav  much  docs  the  airport  at  Los  Angeles  or  Vnu  Xnys 
dei-ive  from  the  sale  of  gasoline? 

DcSilva:  I  can't  tell  you  at  Yi\n  Xuys.  We  have  recently  changed 
our  mctliod  of  handling  gasoline  at  lios  Angeles  International,  and  aa'c 
Avere  up  1o  a  year  ago  in  the  gasoline  business  ourseh'es.  X^oav  it  has 
been  turned  over  to  a  fixed  base  operator,  and  of  course  avc  have  quire 
a  heavy  sale  to  the  military,  and  I  l)elieve  it  i-uns  something  like  150,000 
gallons  a  month,  tlu'  hist  time  1  cliecked,  so  that  our  income  net  to  us, 
approximately,  is  about  $1()().()()0  a  yc;ii-.  plus  or  minus,  at  Los  Angeles 
International  Airport. 
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Teale :  What  is  your  percentage  per  gallon  ? 

DeSilva:  It's  not  on  a  gallonage  basis. 

Teale:  When  I  talk  about  income  to  the  airport,  I  assume  that  that 
is  only  on  the  gasoline  that  is  sold  to  ti'ansienls. 

DeSilva:  That  is  correct.  Transients  and  tbe  military,  and  it  does 
include  North  American's  courier  aircraft  that  are  served  by  our  fixed 
base  operator. 

Teale:  What  profit  do  you  make?  3  or  4  cents? 

DeSilva:  The  military  contract  is  5i  cents. 

Teale :  You  derive  none  whatsoever  from  the  gas  pumped  into  air 
carriers  ? 

DeSilva :  Nothing  from  the  carriers  at  all. 

Teale:  You  don't  charge  any  handling  charge  or  tank  charge? 

DeSilva:  No,  however,  there  is  a  charge  for  the  oil  companies  them- 
selves if  they  lease  land  for  pump  storage  purposes,  also  for  pipelines 
that  they  might  install. 

Bryson :  We  recently  made  a  survey  through  the  assessors  in  the 
State  of  California  and  they  listed  Los  Angeles  International  as  having 
11  aircraft  based  on  the  field. 

DeSilva:  That's  about  right,  yes.  That's  personal  aircraft,  that  does 
not  include  the  air  carriers,  which  are  assessed  on  the  formula  basis. 

Bryson :  Yet,  previous  in  your  testimony  you  stated  that  if  there 
were  any  reallocation  of  these  funds  that  the  Los  Angeles  Airport 
should  come  into  a  larger  share. 

DeSilva:  I  think  you  misunderstood  me.  I  stated  that  the  present 
formula  in  my  opinion  is  not  equitable  and  I  think  that  perhaps  we're 
getting  more  than  our  just  share  of  it. 

Bryson :  You  are  getting  more  ?  I  see. 

DeSilva:  Of  course,  our  share  is  also  based  on  Van  Nuys,  and  we 
have  a  sizeable  number  of  aircraft  at  the  other  airport. 

Bryson :  I  would  like  to  ask  Norm  Larson  how  many  aircraft  are 
based  on  the  Van  Nuys  Airport  at  this  time. 

Larson:  I  don't  think  I  know  exactly.  I  think  around  230  or  240. 

Bryson :  So  then  we  are  led  to  believe  that  in  the  Los  Angeles  Basin 
in  which  they  claim  there  are  about  3,000  aircraft,  2,600  of  those  are 
on  private  fields,  is  that  correct? 

DeSilva:  Well,  let's  see,  there's  Torrance,  Hawthorne,  Clover  Field 
has  over  300 ;  there 's  proba.bly  over  300  at  Torrance ;  Hawthorne,  125 ; 
Long  Beach  has  a  goodly  number. 

Brvson:  Then  the  largest  share  of  private  aircraft  are  in  private 
fields? 

DeSilva:  No,  we  have  Torrance,  Hawthorne,  Santa  Monica,  Van 
Nuys,  Long  Beach,  Fullerton.  Off  hand,  a  shotgun  guess,  would  be 
that  there  would  be  1,800  to  2,000  airplanes. 

Teale :  Thank  you  very  much,  AVoody.  Now  is  there  anyone  else  who 
would  like  to  have  something  to  say?  Does  the  commission  have  any- 
thing to  say? 

Larson :  Mr.  Chairman,  I  don 't  think  we  have  anything  to  say ;  we  're 
here  to  listen  to  the  ideas  that  have  been  advanced  and  suggestions 
that  have  been  made.  Both  of  the  absent  commissioners  asked  me  to 
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express  their  regrets  to  the  committee  that  they  coukl  not  be  here,  and 
said  that  they  were  interested  in  the  proceedings. 

Teale :  Now,  Mr.  Barnett. 

Barnett:  I  have  a  few  things  to  rei)oit  to  you  from  tlie  commission 
whicli  lias  as  spelled  out  by  law  a  responsibility  for  the  formulation 
ami  sponsoring  of  aviation  legislation  on  this  basis,  and  at  its  last 
meeting  on  the  twenty-seventh  of  last  month,  the  commission  formu- 
lated and  adopted  resolutions  on  three  different  pieces  of  proposed 
legislation  for  the  coming  year. 

The  only  one  that  fits  the  particular  scope  of  your  announced  intent 
here  today  is  the  in  lieu  tax.  I  think  the  argument  has  been  very 
adequately  developed.  It  is  certainly  a  serious  problem  and  of  course 
it  is  one  of  the  logical  places  that  very  few  people  can  quibble  with  in 
view  of  the  fact  that  we  have  a  tremendous  problem  in  the  first  place 
of  collecting  these  taxes  from  the  statistical  end.  The  C.A.A.  this  year 
gives  us  something  around  7,000  aircraft,  and  the  assessors  of  Cali- 
fornia report  that  they  have  9,000-some-odd,  and  our  count  from  the 
airport  managers  adds  up  to  something  in  excess  of  12,000,  so  you  can 
see  there  are  quite  a  few  planes  that  aren't  being  taxed  at  all,  depend- 
ing on  where  they  are,  whether  they're  liidden  in  a  barn  somewhere.  I 
can  name  quite  a  few  aircraft  such  as  that  for  you.  The  point  being 
that  we're  losing  a  lot  of  revenue  in  the  State  even  at  the  local  level 
where  the  tax  is  collected.  In  the  first  place,  it  is  an  illegitimate  thing, 
the  second  being,  that  if  you  have  an  in  lieu  tax,  as  you  have  on  auto- 
mobiles, it  would  then  be  possible  to  send  this  money  back  to  the 
counties  in  its  entirety  with  an  airport  development  label  on  it,  and 
that's  all  we  want  to  accomplish  out  of  this.  AH  we're  interested  in, 
that's  to  our  way  of  thinking  the  only  thing  valuable  about  it. 

It  is  unfortunate  that  to  accomplish  this  we  would  have  to  have  some 
kind  of  a  registration,  but  I  heartily  recommend  that  this  should  be 
kept  down  to  $1  or  some  such  a  figure  that  would  be  just  enough  to 
cover  the  actual  cost  of  the  registration  itself,  and  should  not  be  an 
onerous  thing,  or  allow  it  to  become  an  onerous  thing.  However, 
registration  in  itself  would  be  of  tremendous  value  to  everybody 
concerned  because  we  would  for  the  first  time  have  an  honest  inventory, 
and  second,  we  would  turn  up  a  number  of  airports  that  we  don't  know 
anything  about.  We  have  about  5-40  that  we  have  knowledge  of  or  have 
permits  on  or  we  know  that  they  are  in  public  use,  and  in  addition  to 
that  we  estimate  that  there  is  somewhere  around  1,100  air  strips  in  the 
State  in  use.  ]\Iany  of  them  we  only  find  by  accident.  This  would  help. 
Registration  would  help  us  to  get  an  inventory  figure  of  airports,  as 
well  as  i)eople,  as  well  as  the  aircraft,  Avliich  we  have  never  had.  When 
Ave  talk  about  aviation  problems,  we  then  at  least  Avould  have  some  idea 
what  we  are  talking  about. 

The  second  thing  which  the  commission  went  on  record  about  was 
financial  responsibility.  We  feel  very  strongly  about  this.  We  have 
had  a  good  many  instances  to  hear  previous  testimony  at  other  hear- 
ings. There  have  been  people  who  have  been  harmed  by  aircraft 
owners  who  walked  off  and  I  can  tell  you  that  in  Southern  California 
that  we  are  at  a  near  hysteria  condition  in  many  areas  where  a  few 
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more  mid-air  collisions  with  debris  fallin<^  on  tlicir  lie;ids  will  probably 
create  a  demand  for  more  financial  responsibility  amonji'  aircraft 
owners  than  we  possibly  can  live  with  and  1  think  we  shonld  be  very 
cautious,  and  the  industry  and  everybody  concerned  should  get  be- 
hind the  formulation  at  this  time  of  some  aircraft  financial  respon- 
sibility law  that  we  could  live  with,  so  that  we  can  forestall  or  ward 
off  one  that  we  couldn't  live  with  which  would  be  forced  down  our 
throats  by  some  desperation  measure  that  comes  out  of  hysteria. 

The  only  other  issue  that  I  w^ould  like  to  talk  about  for  a  moment 
is  the  one  of  tall  towers.  The  one  important  thing  about  this  is  that 
there  is  no  way  of  the  aviation  industry  ever  having  any  advance 
knowledge  whatever  of  any  proposed  tall  tower  installation,  except 
No.  1,  if  it  is  a  transmitter,  No.  2,  if  it  is  on  an  airway,  or  No.  3, 
within  the  boundaries  of  an  airport.  These  are  the  only  ones  the  F.C.C 
reports  to  the  airspace  committee,  or  that  we  get  any  advance  knowl- 
of  before  we  see  them  go  up. 

I  would  like  to  point  that  the  F.C.C.  now  tells  us  they  are  getting 
for  California  alone  about  seven  to  nine  applications  every  day.  We 
are  actually  now  getting  applications  for  towers  that  run  up  2,200 
and  2,300  feet,  and  we're  going  to  have  a  rash  of  them,  and  all  that 
can  be  done  about  it  is  to  get  a  state  permit  system  so  that  we  at 
least  are  aware  and  can  have  an  argument  at  the  airspace  committee 
level  about  the  installation  of  such  a  tower,  and  not  let  them  go  wher- 
ever they  choose.  They  are  creating  aviation  hazards.  The  University 
has  come  up  recently  with  the  statement  that  they  have  now  solved  the 
engineering  problem  on  how  to  build  a  6,000-foot  tower.  Of  course, 
somebody's  going  to  want  to  build  one,  and  where  will  they  build  it? 
Probably  they  will  want  to  build  it  in  Fresno.  We  feel  that  this  is  a 
definite  problem,  and  we  better  get  on  top  of  it  before  it  gets  on  top 
of  us.  Thank  you  very  much. 

Teale:  Thank  you.  Mr.  Earl,  do  you  have  anything  to  add  to  the 
testimony  ? 

Wm.  Earl:  No,  I  don't,  except  perhaps  that  maybe  w^e  should 
impress  upon  some  of  the  smaller  cities  the  need  for  airports. 

Teale :  Is  there  anyone  else  who  would  like  to  add  to  the  testimony 
this  afternoon.  Senator  Farr? 

Farr :  Senator  Teale,  San  Luis  Obispo  County  has  an  airport  located 
at  San  Simeon  which  has  been  closed  to  the  public.  Many  people  who 
visit  Hearst  Castle  would  like  very  much  to  make  use  of  it,  and  I 
have  a  resolution  to  present  to  the  committee,  which  I  would  like 
to  read, 

''Whereas,  The  Hearst  San  Simeon  State  Historical  Monument  is 
now  open  to  the  public ;  and 

"Whereas,  Inadequate  facilities  exist  for  persons  who  desire  to 
Adsit  the  monument  by  means  of  aircraft  due  to  the  fact  that  the 
existing  airport  located  at  San  Simeon  is  closed  to  public  use ;  and 

"Whereas,  There  is  need  for  an  emergency  landing  field  on  the 
coast  area  south  of  Big  Sur,  California;  and 


292  FINAL  REPORT 

"Whereas,  The  long-standing  policj^  of  this  State  is  to  encourage 
both  its  citizens  and  tourists  from  otlier  states  to  view  hmduiarks  of 
liistorical  interest  such  as  the  Hearst  estate  in  San  Simeon,  and  to 
facilitate  public  access  to  such  landmarks  in  every  manner  jjossible, 
including  travel  by  air;  now,  therefore,  be  it 

''Resolved  by  the  Senate  Interim  Committee  on  Aviation,  That  the 
members  of  this  committee  hereby  request  the  Division  of  Beaches  and 
Parks  in  the  State  Department  of  Natural  Resources  to  commence 
negotiations  with  the  Hearst  Ranch  to  open  for  public  use  the  airport 
located  at  San  Simeon." 

Teale :  Would  you  like  to  make  that  in  the  form  of  a  motion? 

Farr:  Yes,  I  move  that  this  resolution  be  adopted. 

Teale:  AVe  have  two  favorable  votes;  we  will  forward  the  resolution 
to  the  proper  persons. 

The  meeting  is  adjourned,  and  I  wish  to  thank  each  and  every  one 
of  you  for  your  elfort  and  time  in  coming  here  today  to  give  us  the 
benefit  of  your  testimony,  and  I  assure  you  that  we  will  go  over  it 
with  a  fine  tooth  comb.  Thank  von  verv  much. 
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COMMITTEE  LETTER  OF  TRANSMITTAL 

Senate  Interim  Committee  on 

Bay  Area  Problems 
Sacramento,  California,  June  19,  1959 
President  of  the  Senate 

Members  of  the  Senate,  California  Legislature 
Sacramento,  California 

Mr.  President  and  Members:  Pursuant  to  Senate  Resolution  No. 
185,  read  and  adopted  by  the  Senate  of  California  on  June  7,  1957,  the 
Senate  Interim  Committee  on  Bay  Area  Problems  herewith  submits  its 
final  report. 

This  report  is  both  a  compilation  of  other  technical  studies  pertinent 
to  the  subject  matter  and  a  recommendation  for  the  creation  of  a 
Golden  Gate  Authority  for  the  San  Francisco  Bay  Area  as  envisioned 
in  Senate  Bill  No.  576  as  amended  May  19,  1959. 

Tlie  Golden  Gate  Authority  herein  recommended  would  assume  con- 
trol of  state-owned  Bay  area  toll  bridges  when  such  transfer  was  legally 
permissible  and  in  keeping  with  the  indentures  of  outstanding  bonds. 
The  authority  would  also  assume  control  of  the  Golden  Gate  Bridge  at 
such  time  as  reserve  funds  have  accumulated  sufficient  to  retire  all  out- 
standing Golden  Gate  Bridge  bonds.  The  governing  commission  of  the 
authority  would  study  the  feasibility  and  desirability  of  acquiring 
publicly-owned  airport  and  harbor  facilities  within  the  area  and 
would  report  back  to  the  next  general  session  of  the  Legislature  for  its 
approval  of  said  plan. 

In  view  of  the  fact  that  various  other  reports  have  recently  focused 
on  the  nature  and  status  of  the  Bay  area  facilities  herein  discussed, 
this  report  has  attempted  to  focus  on  the  political,  economic  and  func- 
tional implications  of  the  overall  authority  concept  as  it  would  be  ap- 
plied by  Senate  Bill  No.  576. 

Respectfully  submitted, 

John  F.  McCarthy 
J.  Eugene  McAteeb 
Alan  Short 
George  Miller,  Jr. 
Richard  J.  Dolwig 
Robert  McCarthy 

The  undersigned  endorses  the  committee  recommendations  with  the 
proviso  that  the  Carquinez  Straits  and  Benicia-Martinez  Bridges  are 
not  brought  under  the  jurisdiction  of  the  proposed  Golden  Gate  Au- 
thority. 

Luther  E.  Gibson 
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LETTER  OF  TRANSMITTAL 

June  18,  1959 
The  Honorable  John  F.  McCarthy,  Chairman 
and  Members  of  the  Senate  Interim  Committee 
on  Bay  Area  Problems 

State  Capitol,  Sacramcjito,  California 

Honorable  Gentlemen  :  We  herewith  submit  the  final  report  of  the 
Senate  Interim  Committee  on  Bay  Area  Problems  as  established  by 
Senate  Kesolution  No.  185,  June  7,  1957.  The  committee  study  and  final 
report  have  provided  the  basis  for  Senate  Bill  No.  576  which  Mould 
create  the  Golden  Gate  Authority  to  manage  public  transportation  fa- 
cilities in  the  San  Francisco  Bay  area. 

As  you  will  note,  Seuate  Bill  No.  57C  was  originally  introduced 
February  9th  of  this  legislative  session  and  the  report  encloses  the  ver- 
sion of  the  bill  as  ameuded  May  19th.  Since  that  date  the  bill  has  under- 
gone drastic  ameiKhnouts  which  now  provide  for  a  commission  to  fur- 
ther study  bridges,  airports  and  harbors  in  the  Bay  area,  without  con- 
ferring anj'  operational  powers.  This  report  is  directed  to  the  amended 
version  of  I\Iay  19th.  While  the  original  bill  contemplated  the  realiza- 
tion of  a  Golden  Gate  Authority  and  its  ultimate  purpose,  we  feel  the 
May  19th  version  is  more  practical  and  politically  feasible. 

The  subject  matter  of  the  committee  study  was  a  natural  outgrowth 
of  years  of  previous  study  and  comment  on  the  possibilities  of  creating 
some  co-ordinating  agency  in  the  field  of  Bay  area  transportation.  Tlie 
subject  is  immensely  broad  and  the  implications  voluminous.  Tlierefore, 
it  is  little  wonder  that  the  final  crystallization  of  the  idea  sliuudated 
widespread  comment — comment  not  without  controversy.  It  shoidd  be 
pointed  out  that  the  very  breadth  of  the  idea  and  the  intricacies  of 
drafting  enabling  legislation  delayed  distribution  of  a  draft  bill  until 
after  the  1959  Session  of  the  Legislature  had  commenced.  In  lieu  of 
a  draft  of  the  legislation  it  was  virtually  impossible  to  hold  a  formal 
public  hearing  until  March  24th  of  this  year.  However,  the  committee 
study  drew  heavily  on  personal  interviews  with  officials  and  techni- 
cians involved  directly  in  the  field  of  discussion.  The  committee  is  also 
deeply  indebted  to  the  Committee  for  Trade  and  Transportation  Devel- 
opment of  the  Bay  Area,  the  Bureau  of  Public  Administration,  Uni- 
versity of  California  at  Berkeley,  the  State  Auditor  General  and 
Legislative  Counsel  and  the  San  Francisco  Bay  Area  Council,  Inc., 
w'hich,  more  than  any  other  group,  helped  make  progress  in  the  direc- 
tion of  a  Golden  Gate  Authority  possible. 

Finally,  we  wish  to  acknowledge  the  splendid  material  compiled  by 
Coverdale  and  Colpitts,  consulting  engineers  of  New  York  City,  and 
made  available  in  their  "Report  on  a  Proposed  Public  Authority  for 
the  Bay  Area."  This  report  expertly  surveys  and  analyzes  the  situation 
at  each  of  the  single  facilities  which  would  comprise  a  Golden  Gate 
Authority. 

Because  of  the  excellent  coverage  of  technical  detail  which  this  firm 
prdvided,  this  report  endeavors  to  concentrate  more  on  the  overall  func- 
tions, purpo.ses  and  comj)osition  of  an  Authority,  with  particular  em- 
phasis on  its  relationship  to  the  existing  body  politic  of  the  Bay  area. 

Respectfully  submitted, 

William  S.  Downing 
,  C^  )  Committee    Consultant 


AUTHORIZATION 

SENATE  RESOLUTION  No.   185 
(June?,  1957) 

Resolved  hy  the  Senate  of  the  State  of  California,  as  follows: 

1.  The  Senate  Interim  Committee  on  Bay  Area  Problems  is  hereby 
created  and  authorized  and  directed  to  ascertain,  study  and  analyze 
all  facts  relating  to  or  in  any  manner  affecting  the  development  of  the 
San  Francisco  Bay  area,  including  rapid  transit  in  that  area,  bay  cross- 
ings, and  tlie  San  Francisco  Port  Authority,  and  including  but  not 
limited  to  the  operation,  effect,  administration  enforcement,  and  needed 
revision  of  any  and  all  laws  in  any  way  bearing  upon  or  relating  to 
the  subject  of  this  resolution,  and  to  report  thereon  to  the  Senate,  in- 
cluding in  the  reports  its  recommendations  for  appropriate  legislation. 

2.  The  committee  shall  consist  of  five  Members  of  the  Senate  ap- 
pointed by  the  Committee  on  Rules.  Vacancies  occurring  in  the  mem- 
bership of  the  committee  shall  be  filled  by  the  appointing  power. 

3.  The  committee  is  authorized  to  act  during  this  session  of  the 
Legislature,  including  any  recess,  and  after  final  adjournment  until 
the  commencement  of  the  1959  Regular  Session,  with  authority  to  file 
its  final  report  not  later  than  the  fifteenth  legislative  day  of  that 
session. 

4.  The  committee  and  its  members  shall  have  and  exercise  all  of 
the  rights,  duties  and  powers  conferred  upon  investigating  committees 
and  their  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate 
and  Assembly  and  of  the  Standing  Rules  of  the  Senate  as  they  are 
adopted  and  amended  from  time  to  time  at  this  session,  which  provi- 
sions are  incorporated  herein  and  made  applicable  to  this  committee 
and  its  members. 

5.  The  committee  has  the  following  additional  powers  and  duties : 

(a)  To  select  a  chairman  from  its  membership. 

(b)  To  contract  with  such  other  agencies,  public  or  private,  as  it 
deems  necessary  for  the  rendition  and  affording  of  such 
services,  facilities,  studies  and  reports  to  the  committee  as 
will  best  assist  it  to  carry  out  the  purposes  for  which  it  is 
created. 

(c)  To  co-operate  with  and  secure  the  co-operation  of  county,  city, 
city  and  county,  and  other  local  law  enforcement  agencies  in 
investigating  any  matter  within  the  scope  of  this  resolution 
and  to  direct  the  sheriff  of  any  county  to  serve  supenas, 
orders  and  other  process  issued  by  the  committee. 

(d)  To  report  its  findings  and  recommendations  to  the  Legisla- 
ture and  to  the  people  from  time  to  time  and  at  any  time,  not 
later  than  herein  provided. 
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(e)  To  travel,  or  appoint  a  subcommittee  or  committee  employee 
to  travel,  within  or  outside  of  this  State  and  the  United  States 
in  pursuing  the  investigation  committed  to  it. 

(f)  To  do  any  and  all  other  things  necessary  or  convenient  to 
enable  it  fully  and  adequately  to  exercise  its  powers,  perform 
its  duties,  and  accomplish  the  objects  and  purposes  of  this 
resolution. 

6.  The  sum  of  thirty-five  thousand  dollars  ($35,000)  or  as  much 
thereof  as  may  be  necessary  is  hereby  made  available  from  the  con- 
tingent fund  of  the  Senate  for  the  expenses  of  the  committee  and  its 
members  for  any  charges,  expenses  or  claims  it  may  incur  under  this 
resolution,  to  be  paid  from  said  contingent  fund  and  disbursed,  after 
certification  by  the  chairman  of  the  committee,  upon  warrants  drawn 
by  the  State  Controller  upon  the  State  Treasurer. 


AMENDED  IN  SENATE  MAY  19,  1959 

AMENDED  IN  SENATE  MAY  6,  1959 

AMENDED  IN  SENATE  APRIL  24,  1959 

AMENDED  IN  SENATE  MARCH  26,  1959 

AMENDED  IN  SENATE  MARCH  16,  1959 

SENATE  BILL  No.  576 


Introduced  by  Senators  McCarthy,  Dolwig,  McAteer,  Miller,  Short, 

and  Thompson 


February  9,  1959 


REFERRED  TO   COMMITTEE  ON   TRANSPORTATION 


An  act  to  create  the  Golden  Gate  Authority ,  prescribing  its 
organization,  government,  powers,  duties,  and  functions, 
authorizing  the  Golden  Gate  Authority  to  acquire,  construct 
and  operate  facilities  and  to  promote  trade  and  commerce, 
providing  for  the  issuance  and  sale  of  revenue  hands,  author- 
izing the  collection  of  tolls  and  charges,  and  providing  for 
the  acquisition  of  existing  facilities,  and  for  such  purposes 
to  add  Title  7.5  (commencing  at  Section  67000)  to  the  Gov- 
ernment Code,  and  to  amend  Section  30001  of,  and  to  repeal 
Part  3  (commencing  at  Section  27000)  of  Division  16,  and 
Articles  1  (commencing  at  Section  30600)  and  2  (commenc- 
ing at  Section  30651)  of  Chapter  2  of  Division  17  of,  and  to 
add  Sections  27179.5,  30001.1,  30001.5,  30001.7,  Part  3  (com- 
mencing at  Section  27000)  of  Divisiori  16,  and  Articles  1 
(commencing  at  Section  30600),  5  (commencing  at  Section 
30770),  and  6  (commencing  at  Section  30790)  of  Chapter  2 
of  Division  17  of,  the  Streets  and  Highways  Code. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1,     Title   7.5    (commencing  at  Section   67000)    is 

2  added  to  the  Government  Code,  to  read : 
3 

4  TITLE  7.5.     DEVELOPMENT  AND  USE 

5  OF  RESOURCES 
6 

7  Chapter  1.     Golden  Gate  Authority 

8 

9  Article  1.     Title  and  Declaration  of  Policy 

10 

11  67000.     This  chapter  shall  be  known  and  may  be  cited  as 

12  the  "Golden  Gate  Authority  Act." 

2— L-4980  (  9  ) 
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1  67001.     It  is  hereby  declared  to  be  the  policy  of  the  State 

2  of  California  to  stimulate  and  promote  the  maximum  develop- 

3  ment  of  trade  and  commerce  in  the  San  Francisco  Bay  area. 

4  Extensive  studies  and  surveys  indicate  that  the  full  utilization, 

5  efficient  operation  and  development  of  bridge,  port,  harbor, 

6  airport  and  certain  other  transportation  facilities  in  the  San 

7  Francisco  Bay  area  will  best  be  achieved  by  one  centralized 

8  authority  rather  than  by  separate  state  and  local  units.  It  is 

9  hereby  deolared  to  be  the  policy  of  this  State  that  the  financing 

10  and  operation  of  toll  bridges  in  the  San  Francisco  Bay  area 

11  under  one  authority  is  immediately  desirable  and  necessary 

12  and  should  be  effected  as  rapidl}'  as  possible.  It  is  determined 

13  advisable  that  such  authority  shall  survey  and  study  the  ad- 

14  visability  and  economic  feasibility  of  the  acquisition  or  lease 

15  and  operation  of  port,  harbor,  airport  and  other  publicly-owned 

16  metropolitan  transportation  facilities,  and  that  such  authority 

17  shall  submit  its  report  and  recommendation  to  the  Legislature 

18  with  respect  thereto.  It  is  further  determined  that  the  power 

19  of  the  authority  to  construct,  acquire,  lease  or  operate  any 

20  port,  harbor  or  airport  facility  shall  not  be  effective  until  the 

21  approval  thereof  by  the  Legislature.  Because  of  the  unique 

22  ]iroblem  presented  by  the  San  Francisco  Bay  area  and  in  light 

23  of  conditions  which  have  existed  in  the  past,  it  is.  necessary 

24  that  this  legislation  be  applicable  solely  to  the  San  Francisco 

25  Bay  area  to  ensure  the  rapid  solution  of  serious  problems  con- 

26  cerning  that  area. 

27  67002.     It  is  further  declared  that  the  creation  of  the  Golden 

28  Gate  Authority  is  not  intended  to  be  a  substitute  for,  or  to 

29  delay,  regional  or  metropolitan  government  for  the  San  Fran- 

30  cisco  Bay  area. 

31  Article  2.     Definitions 
32 

33  67030.     When  the  terms  defined  in  this  article  are  used  in 

34  this  chapter  they  have  the  meanings  ascribed  to  them  in  this 

35  article  unless  the  context  otherwise  requires. 

36  67031.     "Authority"   means   the    Golden    Gate    Authority 

37  created  by  this  chapter. 

38  67032.     "Bonds"  means  the  Avritten  evidence  of  any  obliga- 

39  tion  in(!urred  by  the  authority  payable  out  of  revenues  as  pro- 

40  vided  in  this  chapter  in  order  to  secure  funds  with  which  to 

41  carry  out  the  purposes  of  this  chapter,  irrespective  of  the  form 

42  of  such  obligation  whether  in  the  form  of  bonds,  notes,  deben- 

43  tures,  interest-bearing  certificates,  or  other  forms  prescribed 

44  by   tiie   autlioritj".   Bonds   shall   not   be   deemed   outstanding 

45  within  the  meaning  of  this  section  or  other  sections  of  this 

46  chapter  if  moneys  sufficient  to  pay  the  same  and  all  interest 

47  thereon  have  been  set  aside  irrevocably  in  a  special  or  trust 

48  fund  for  that   jnirpose  and  the  indenture  under  which  such 

49  bonds   were    issued   provides   that   such    bonds   shall    not   be 

50  deemed  to  be  outstanding  in  such  event. 
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1  67033.     ' '  Bondholder  "  or  "  holder  of  bonds ' '  or  any  similar 

2  term  means  any  person  who  shall  be  the  bearer  of  any  out- 

3  standing  bond  registered  to  bearer  or  not  registered,  or  the 

4  registered  owner  of  any  outstanding  bond  which  shall  at  the 

5  time  be  registered  other  than  to  bearer. 

6  67034.     "San  Francisco  Bay  area"  means  the  territory  in- 

7  eluded  within  the  City  and  County  of  San  Francisco  and  the 

8  Counties  of  Alameda,  Contra  Costa,  Marin,  San  Mateo,  Santa 

9  Clara,  and  Sonoma,  as  the  same  now  exist  or  hereafter  may 

10  exist. 

11  67035.     "Facilities"  means: 

12  (a)  Bridges  and  other  crossings, 

13  (b)   Harbors  and  port  facilities, 

14  (c)  Airports,  including  facilities  for  seaplanes  and  heli- 

15  copters, 

16  together  with  appurtenant  warehouses,  docks,  terminals   (in- 

17  eluding  bus  and  other  vehicular  terminals),  wharves,  piers, 

18  spur  tracks,  railroad  facilities,  approaches,  parks,  parkways, 

19  equipment  and  vehicle  parking  places,  other  access  facilities 

20  and  any  and  all  other   incidental  properties  or  concessions 

21  useful  or  necessary  to  any  of  the  foregoing  facilities. 

22  67036.     "Revenues"  means  all  tolls,  rates,  fares,  rentals, 

23  fees,  charges  or  other  income  or  revenue  actually  received  or 

24  receivable  by  or  for  the  account  of  the  authority  from  the 

25  operation  of  the  facilities,  including,  without  limiting  the  gen- 

26  erality  of  the  foregoing,  interest  allowed  on  any  moneys  or 

27  securities  and  any  profits  derived  from  the  sale  of  any  securi- 

28  ties  and  any  consideration  in  any  way  derived  from  any  prop- 

29  erties   owned,   operated   or   at  any  time  maintained   by  the 

30  authority. 

31  67037.     "Indenture"  means  any  resolution,  agreement,  or 

32  other  document  in  writing  under  which  bonds  of  the  authority 

33  are  authorized  to  be  issued. 

34  67038.     "Public  corporation"  means  any  county,  city  and 

35  county,  city,  town,  municipal  corporation,  district  of  any  kind 

36  or  class,  authority,  or  political  subdivision  of  this  State. 

37  67039.     "Board"  or  "board  of  commissioners"  means  the 

38  board  of  commissioners  established  by  Sections  67063 
39 

40  Article  3.     Creation  and  Organization 

41  of  the  Authority 
42 

43  67060.     There  is  hereby  created  the  Golden  Gate  Authority. 

44  67061.     The  authority  is  a  public  corporation  of  the  State 

45  of  California,  and  in  carrying  out  its  corporate  purpose  as 

46  provided  in  this  act,  will  be  performing  an  essential  govern- 

47  mental  function.  The  powers  and  duties  of  the  authority  are 

48  those  granted  or  imposed  by  this  chapter,  and  the  powers 

49  granted  by  this  chapter  are  not  restricted  or  qualified  by  Title 
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1  2  (commencing  at  Section  8000)  of  this  code.  Without  limit- 

2  ing  the  generality  of  the  foregoing,  the  provisions  of  Chapter 

3  3  (commencing  at  Section  13290)  of  Part  3  of  Division  3  of 

4  Title  2  of  this  code  shall  not  be  applicable  to  the  authority. 

5  The  authority  shall  not  be  deemed  a  "state  agency"  as  that 

6  term  is  defined  by  Section  11000  of  this  code. 

7  670(52.     The  authority  may  acquire,  design,  construct,  re- 

8  construct,   improve,   operate,   extend   and   maintain   facilities 

9  only  witliin  the  San  Francisco  Bay  Area  and  it  shall  have  no 

10  jurisdiction  or   power  to   acquire   any  facilities  not  located 

11  within  the  geographical  boundaries  of  the  San  Francisco  Bay 

12  Area,  which  shall  constitute  the  geographical  boundaries  of 

13  the  authority  and  the  territorial  limits  within  which  the  au- 

14  thority  is  authorized  to  function  and  to  exercise  the  rights  and 

15  powers  herein  granted,  except  tliat  the  authority  may  main- 

16  tain  oflices  anywhere  for  the  promotion  of  trade  and  commerce 

17  in  the  San  Francisco  Bay  Area. 

18  670G3.     The  government  of  the  authority  shall  be  vested 

19  in  a  board  of  commissioners  composed  of  seven  commissioners, 

20  six  of  whom  shall  be  appointed  by  the  Governor,  subject  to 

21  confirmation  by  the  Senate,  and  the  seventh  shall  be  tlie  Direc- 

22  tor  of  Public  Works. 

23  6706.").     The  term   of  the  commissioners  appointed  to  the 

24  first  board  shall  begin  30  days  after  the  effective  date  of  this 

25  chapter.  Each  commissioner  appointed  by  the  Governor  shall 

26  be  appointed  for  a  term  of  two  years. 

27  67067.     Each  commissioner  appointed  by  the  Governor  shall 

28  be,  and  shall  hold  office  only  as  long  as  he  is,  a  resident  of 

29  and  registered  voter  in  the  San  Francisco  Bay  area.  No  com- 

30  missioner  appointed  by  the  Governor  shall  hold  any  elected 

31  public  office  or  full-time  employment  with  any  public  agency, 

32  and  no  commissioner  other  than  tJie  Director  of  Public  Works 

33  shall  hold  office  as  a  commissioner  for  more  than  eight  years  in 

34  the  aggregate. 

35  67070.     No  commissioner  shall  be  entitled  to  any  compensa- 

36  tion  for  his  services  as  a  commissioner,  but  each  shall  be  re- 

37  imbursed  for  the  actual  necessary  traveling  and  other  expenses 

38  incurred  by  him  in  the  performance  of  his  duty,  payable  ex- 

39  clusively  out  of  the  funds  of  the  authority  available  therefor. 

40  67071.     The  board  of  commissioners  shall  appoint  a  chair- 

41  man,   who  shall  be  a  member  of  the   board,   and  shall  also 

42  appoint  a  secretary  and  a  treasurer.  The  board  may  also  ap- 

43  point  one  or  more  vice  chairmen  from  its  members,  one  of 

44  whom  sliall  be  designated  by  the  board  to  act  as  chairman  in 

45  the  absence  or  inability  of  the  chairman.  The  secretary  may  be 

46  a  member  of  the  board.  The  treasurer  shall  not  be  a  member 

47  of  the  board  and  may  be  a  bank  authorized  to  transact  business 

48  in  this  State. 

49  67072.     The  board  may  appoint  an  executive  director,  who 

50  shall  be  a  man  of  recognized  ability  and  experience  and  who 

51  shall  not  be  a  commissioner,  to  hold  office  at  the  pleasure  of 
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1  the  board.  Subject  to  the  general  control  and  direction  of  the 

2  board  and   to  the  requirements  and   restrictions  of  any  in- 

3  denture  under  which  bonds  are  at  any  time  outstanding,  the 

4  executive  director  shall  have  full  charge  of  the  management 

5  of  the  properties  and  business  of  the  authority  and  the  em- 

6  ployees  thereof,  shall  direct  the  enforcement  of  all  resolutions, 

7  rules  and  regulations  of  the  authority,  shall  prepare  an  annual 

8  budget  and  cause  to  be  installed  and  maintained  a  system  of 

9  accounting  and  auditing  necessary  to  show  the  financial  con- 

10  dition  of  the  authority,  and  shall  perform  such  other  duties 

11  as  may  be  prescribed  from  time  to  time  by  the  board. 

12  67073.     The  board  may  appoint  a  general  counsel  and  a 

13  chief  engineer,  and  shall  appoint  or  provide  for  the  appoint- 

14  ment  of  other  officers,  attorne,ys,  engineers,  consultants,  agents 

15  and  employees  as  may  be  necessary  for  any  purpose  of  the 

16  authority,  including,  but  not  limited  to,  engineering  and  other 

17  studies  and  the  acquisition,  construction,  extension,  operation, 

18  maintenance,  and  policing  of  any  facilities,  and  may  contract 

19  with  any  thereof  and  with  the  executive  director,  but  no  such 

20  contract  shall  be  for  a  term  longer  than  three  years.  It  shall 

21  define  their  duties  and  require  bonds  of  such  of  them  a^  the 

22  board  may  designate.  The  compensation  of  the  executive  direc- 

23  tor,   general   counsel,   chief   engineer,   and   all   other   officers, 

24  attorneys,  consultants^  agents  and  employees  shall  be  fixed  by 

25  the  board,  or  by  the  executive  director  to  the  extent  author- 

26  ized  by  the  board,  and  such  compensation  shall  be  paid  out 

27  of  funds  of  the  authoritj^  available  for  that  purpose. 

28  67074.     The  board  may  employ  a  fiscal  agent  or  financial 

29  consultant  or  adviser  and  may  retain  the  services  of  such 

30  agents  as  may  be  deemed  advisable  to  assist  in  the  sale  and 

31  distribution   of   the   authority's   bonds   or   the   underwriting 

32  thereof. 

33  67075.     The  consent  of  the  Department  of  Finance  shall 

34  not  be  required  in  carrying  out  the  provisions  of  Sections 

35  67071  to  67074,  inclusive.  The  Administrative  Procedure  Act 

36  (Chapters  4  (commencing  with  Section  11370)   and  5   (com- 

37  mencing  with  Section  11500)  of  Division  3  of  Title  2  of  this 

38  code)  does  not  apply  to  the  authority. 

39  67076.     The  treasurer,  if  an  individual,  shall  execute  a  bond 

40  with   corporate  sureties  to   be   approved   by  the  board.   The 

41  bond  shall  be  payable  to  the  authority  in  whatever  penal  sum 

42  may  be  directed  by  the  board,  conditioned  upon  the  faithful 

43  performance  of  the  duties  of  the  of^ce  and  the  payment  of  all 

44  money  received  by  him  according  to  law  and  the  orders  of 

45  the  authority.  The  board  may  at  any  time  require  a  new  bond 

46  from  the  treasurer  in  such  penal  sum  as  may  then  be  de- 

47  termined  by  the  board.  The  obligation. of  the  sureties  shall  not 

48  extend  to  any  loss  sustained  by  the  insolvency,  failure  or  clos- 

49  ing  of  any  national  or  state  bank  wherein  the  treasurer  has 

50  deposited  funds  if  the  bank  has  been  approved  by  the  board 

51  as  a  depositary  for  such  funds. 
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1  67077.     All  funds  deposited  b}'-  the  treasurer  in  any  bank 

2  and  all  funds  received  by  any  bank  acting  as  treasurer  of  the 

3  authority  shall  be  deposited  in  the  name  of  the  authority, 

4  shall  be  secured  as  provided  in  Section  G7111,  and  shall  be 

5  withdrawn  or  paid  out  only  by  check  or  draft  upon  the  bank, 

6  sijrned  by  such  officer  or  officers,  or  employee  or  emploj-ees,  as 

7  may  be  designated  by  the  board ;  provided,  however,  that  bonds 

8  of  the  authority  may  be  paid  in  the  manner  provided  in  the 

9  indenture.  The  board  may  appoint  one  or  more  legal  deposi- 

10  taries,  which  shall  be  a  bank  or  banks  authorized  to  transact 

11  business  in  this  State,  -which  may  hold  funds  of  the  authority 

12  subject  to  the  control  of  the  treasurer.   The  autliorit}'  may 

13  establish  separate  funds,  trust  funds,  sinking  funds,  reserve 

14  funds  and  any  other  fund  or  funds  deemed  necessary  or  con- 

15  venient  and  may  provide  for  the  uses  thereof  and  the  methods 

16  of  making  payments  therefrom,  and  may  make  covenants  in 

17  any  indenture  relating  to  any  such  fund  or  funds.  In  case  any 

18  officer  or  employee  whose  signature  appears  upon  any  check 

19  ceases  to  hold  his  office  after  so  signing,  but  before  the  de- 

20  livery  thereof  to  the  payee  or  presentation  thereof  for  pay- 

21  ment,  his  signature  nevertheless  shall  be  valid  and  sufficient 
^2  for  all  purposes  with  the  same  effect  as  if  he  had  remained 

23  in  office  or  emplojTiient  until  delivery  thereof. 

24  67078.     A  majority  of  the  members  of  the  board  shall  con- 

25  stitute  a  quorum  for  the  transaction  of  business  and  may  act 

26  for  the  board. 

27  67079.     All  meetings  of  the  board,  whether  regular  or  spe- 

28  cial,  shall  be  open  to  the  public.  The  board  may  act  at  any 

29  regular  meeting  or  special  meeting  called  pursuant  to  such 

30  rules  and  regulations  as  the  board  may  adopt. 

31  No  toll  rates  shall  be  fixed  or  changed,  nor  shall  any  con- 

32  struction    project    exceeding   one    hundred   thousand    dollars 

33  ($100,000)    in  estimated  cost  be  initially  authorized,  except 

34  after  a  public  heariug,  pursuant  to  such  rules,  regulations  and 

35  notice  requirement  as  the  board  may  adopt.  The  board  may 

36  adopt   bylaws  and  such   rules  and   regulations  with   respect 

37  to  the  conduct  of  its  own  affairs  as  it  deems  advisable. 

38  67080.     The  board  shall  maintain  an  office  to  be  selected 

39  by  it  within  the  San  Francisco  Bay  area. 

40  67081.     The  board  may  adopt  a  seal  of  the  authority  to  be 

41  impressed  upon  instruments  of  tlie  authority,  and  may  pro- 

42  vide  for  the  impression  of  such  seal  by  printed  or  lithographed 

43  facsimile  thereof.  Any  executed  instrument  bearing  the  seal 

44  of  the  authority  shall  be  prima  facie  evidence  of  its  execu- 

45  tion  by  the  authority  and  that  its  execution  was  duly,  regu- 

46  larly  and  legally  authorized  by  the  authority. 
47 

48  Article  4.     General  Powers 
49 

50  67090.     The  authority  has  perpetual  succession. 

51  67091.     The  authority  may  sue  and  be  sued  in  all  courts  of 

52  competent  jurisdiction,  except  that  the  State  of  California 
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1  does  not  consent  to  any  suit  filed  against  the  authority  in  any 

2  federal  court  of  the  United  States ;  provided,  that  the  authority 

3  may,  as  a  plaintiff,  institute  or,  as  an  intervener,  intervene  in 

4  any  suit  in  any  federal  court  of  the  United  States. 

5  67092.     The  authority  shall  have  the  power  to  acquire,  de- 

6  sign,  construct,  reconstruct,  complete,  own,  improve,  extend, 

7  develop,  operate  and  maintain  any  facilities  in  the  San  Fran- 

8  Cisco  Bay  area,  and  may  acquire  by  grant,  purchase,  lease,  gift, 

9  devise  or  otherwise,  and  may  hold,  use  or  lease  any  and  all 

10  rights,  properties,  or  interests,  real,  personal  or  intangible,  of 

11  every  kind  and  nature  relating  to  facilities.  It  shall  be  the 

12  policy  of  the  authority  to  lease  harbor  and  port  facilities  to 

13  private  operators  wherever  practicable. 

14  67092.1.     The  authority  shall  make  a  survey  of,  and  shall 

15  submit  within  30  daj's  after  the  beginning  of  the  1961  Regular 

16  Session,  a  report  to  the  Legislature  with  respect  to  publicly- 

17  owned  port,  harbor  and  airport  facilities  in  the  San  Francisco 

18  Bay  area  or  outside  the  San  Francisco  Bay  area  but  having  a 

19  direct  effect  on  trade  and  commerce  in  the  San  Francisco  Bay 

20  area.    Such   report   shall   state   the   authority's   recommenda- 

21  tion  as  to  the  desirability  and  the  economic  feasibility  of  the 

22  acquisition  or  lease  and  operation  of  any  such  facilities  by  the 

23  authority,  the  proposed  method  of  acquisition  or  lease  and  of 

24  pa^nnent,   refunding,    or   reimbursement   of  any  outstanding 

25  bonds  or  tax  funds,  the  proceeds  of  which  have  been  expended 

26  in  connection  with  the  facilities  recommended  for  acquisition 

27  or  lease.  As  a  part  of  such  report  and  from  time  to  time 

28  thereafter  the  authority  shall  submit  its  recommendations  to 

29  the  Legislature  as  to  any  changes  in  existing  legislation  af- 

30  fecting  the  authority,  including  proposed  changes  in  repre- 

31  sentation  on  the  Board  of  Commissioners  based  upon  invest- 

32  ment  in  facilities  transferred  to  the  authority,  population  or 

33  other  factors  and  changes  to  permit  the  authority  to  acquire 

34  publicly-owned  metropolitan  transportation  facilities  in  addi- 

35  tion  to  those  set  forth  in  Section  67035. 

36  67292.2.     Notwithstanding  the  provisions  of  Sections  67092, 

37  67093,  67094,  67095,  67096,  67097,  67097.5,  67098,  or  any  other 

38  provisions  of  this  chapter,  the  authority  shall  not  purchase, 

39  lease,  construct  or  otherwise  acquire  any  harbor,  port  or  air- 

40  port  facility  until  a  report  with  respect  to  the  acquisition  and 

41  operation  of  harbor,  port  and  airport  facilities  shall  have  been 

42  submitted  to  the  Legislature  as  provided  in  Section  67092.1 

43  and  approved  by  the  Legislature. 

44  67093.     The  authority  may  negotiate  with,  and  may  enter 

45  into  a  contract  with,  the  San  Francisco  Port  Authority  for  the 

46  lease  or  transfer  to  the  authority  of  all  of  the  facilities  under 

47  the  jurisdiction  of  the  San  Francisco  Port  Authority.  No  such 

48  negotiation  shall  commence  until  it  has  been  authorized  by  a 

49  majority  vote  of  the  San  Francisco  Port  Authority.  The  agree- 

50  ment  may  contain,  among  other  things,  such  provisions  as  are 
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1  deemed  necessary  or  advisable  by  the  San  Francisco  Port  Au- 

2  thority,  including,  but  not  limited  to,  provisions  for  the  foUow- 

3  ing: 

4  (a)    For  the  refundins'  <n-  retirement   of   any  outstanding 

5  ])onds,  the  proceeds  of  ^vhi(•ll  have  been  applied  to  such  fa- 

6  cilities. 

7  (b)   For  the  guarantee  of  continued  adequate  service  by  the 

8  authority,  and  for  the  maintenance  of  satisfactory  operating, 

9  maintenance,  replacement,  and  improvement  policies  in   con- 

10  nection  with  sueh  facilities. 

11  Such  agreement,  when  negotiated,  «hall  be  submitted  to  the 

12  Legislature  of  the  State  of  California  for  approval  and  shall 

13  not  become  effective  until  approved. 

14  67094.     The  authority  may  negotiate  with,  and  may  enter 

15  into  a  contract  with,  the  Board  of  Port  Commissioners  of  the 

16  City  of  Oakland  for  the  lease  or  transfer  to  the  authority  of 

17  all  existing  harbor  facilities  and  air])ort  facilities  of  the  City 

18  of  Oakland.  No  such  negotiation  shall  commence  until  it  has 

19  been  authorized  by  a  majority  vote  of  the  Board  of  Port  Com- 

20  nnssioners  of  the  City  of  Oakland.  No  lease  or  transfer  of  said 

21  harbor  or  airport  facilities  shall  be  effective  until  an  a])pro- 

22  priate  amendment  to  the  charter  of  the  City  of  Oakland  has 

23  been  submitted  to  the  electors  of  the  City  of  Oakland  and 

24  ratified  by  them  and  the  other  requirements  of  the  Constitution 

25  of  the  State  of  California  with  respect  to  amendment  of  city 

26  charters  have  been  fulfilled.  The  agreement  may  contain  among 

27  other  things,  such  provisions  as  are  deemed  necessary  or  ad- 

28  visable  by  the  Board  of  Port  Commissioners,  including,  but 

29  not  limited  to,  provisions  for  the  following: 

30  (a)   For  the  refunding  or   retirement   of  any  outstanding 

31  bonds,  the  proceeds  of  which  have  been  applied  to  such  fa- 

32  cilities. 

33  (b)  For  the  reimbursement  of  any  or  all  tax  funds  expended 

34  by  the  City  of  Oakland  or  the  Board  of  Port  Commissioners 

35  thereof  in  the  development  of  such  facilities. 

36  (c)   For  the  guarantee  of  continued  adequate  service  by  the 

37  authority,  and  for  the  maintenance  of  satisfactory  operating, 

38  maintenance,  replacement,  and  improvement  policies  in  con- 

39  nection  with  such  facilities. 

40  67095.     The  authority  may  negotiate  with,  and  may  enter 

41  into  a  contract  with,  the  City  and  County  of  San  Francisco 

42  for  the  lease  or  transfer  to  the  authority  of  the  San  Fran- 

43  cisco  Intcriuitional  Airport  located  in  San  IMateo  County.  No 

44  such  negotiation  shall  commence  until  it  has  been  authorized 

45  by  a  majority  vote  of  the  Board  of  Supervisors  of  the  City 
4G  and  County  of  San  Francisco.  No  lease  of  said  airport  to  the 

47  authority  .shall  be  effective  until  it  has  been  approved  by  the 

48  board  of  supervisors  by  ordinance  and  such  ordinance  has 

49  been  submitted  to  the  electors  of  the  City  and  County  of  San 

50  Francisco   and   ratified   by  a  majority  of  the  voters  voting 

51  thereon,  as  required  by  the  charter  of  the  City  and  County  of 

52  San  Francisco.  No  sale  or  other  transfer  of  said  airport  to  the 
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1  authority  requiring  an  amendment  to  said  charter  shall  be 

2  effeetive  until  an  appropriate  amendment  has  been  submitted 

3  to  the  electors  of  the  City  and  County  of  San  Francisco  and 

4  ratified  by  them  and  the  other  requirements  of  the  Constitution 

5  of  the  State  of  California  with  respect  to  amendment  of  city 

6  charters   have   been    fulfilled.    The    agreement   may    contain, 

7  among  other  things,  such  provisions  as  are  deemed  necessary 

8  or  advisable  by  the  Board  of  Supervisors  of  the   City  and 

9  Count}^  of  San  Francisco,  including,  but  not  limited  to,  pro- 

10  visions  for  the  following : 

11  (a)   For  the  refunding  or  retirement  of  any  outstanding 

12  bonds,  the  proceeds  of  which  have  been  applied  to  such  airport. 

13  (b)   For  the  reimbursement  of  any  or  all  tax  funds  expended 

14  by  the  City  and  County  of  San  Francisco  in  the  development 

15  of  such  airport. 

16  (c)   For  the  guarantee  of  continued  adequate  service  by  the 

17  authority,  and  for  the  maintenance  of  satisfactory  operating, 

18  maintenance,  replacement,  and  improvement  policies  in  con- 

19  nection  with  such  airport. 

20  67095.5.     Notwithstanding  the  provisions  of  Sections  67093 

21  to  67095,  inclusive: 

22  (a)   The  lease  or  transfer  of  the  San  Francisco  Port  Au- 

23  thority  facilities  and  the  harbor  facilities  of  the  Board  of  Port 

24  Commissioners  of  the  City  of  Oakland  shall  be  simultaneous, 

25  and  no  other  marine  facilities  shall  be  acquired  or  constructed 

26  by  the  authority  until  such  lease  or  transfer  has  been  made. 

27  (b)   The  lease  or  transfer  of  the  San  Francisco  International 

28  Airport  and  the  airport  facilities  of  the  City  of  Oakland  shall 

29  be  simultaneous,  and  no  other  airport  facilities  shall  be  ac- 

30  quired  or  constructed  by  the  authority  until  such  lease  or 

31  transfer  has  been  made. 

32  67096.     The  authority  may  negotiate  with,  and  may  enter 

33  into  a  contract  with,  the  City  of  Redwood  City  for  the  lease 

34  or  transfer  to  the  authority  of  the  Port  of  Redwood  City.  No 

35  such  negotiation  shall  commence  until  it  has  been  authorized 

36  by  a  majority  vote  of  the  city  council  and  of  the  Board  of 

37  Port  Commissioners  of  the  City  of  Redwood  City.  No  lease  or 

38  transfer  of  said  port  shall  be  elfective  until  an  appropriate 

39  amendment  to  the  charter  of  the  City  of  Redwood  City  has 

40  been  submitted  to  the  electors  of  Redwood  City  and  ratified 

41  by  them  and  the  other  requirements  of  the  Constitution  of  the 

42  State  of  California  with  respect  to  amendment  of  city  charters 

43  have  been  fulfilled. 

44  The  agreement  may  contain,  among  other  things,  such  pro- 

45  visions   as   are   deemed   necessary   or   advisable   by   the   city 

46  council  and  by  the  Board  of  Port  Commissioners  of  the  City 

47  of  Redwood  City,  including,  but  not  limited  to,  provisions  for 

48  the  following : 

49  (a)   For  the  refunding  or  retirement  of  any  outstanding 

50  bonds,  the  proceeds  of  which  have  been  applied  to  such  harbor 

51  and  port  facilities. 
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1  (b)   For  the  reimbursement  of  any  or  all  tax  funds  expended 

2  by  the  City  of  Redwood  City  in  the  development  of  such  fa- 

3  cilities. 

4  (c)   For  the  guarantee  of  coiitinued  adequate  service  by  the 

5  authority,  and  for  the  maintenance  of  satisfactory  operating, 

6  maintenance,  replacement,  and  improvement  policies  in  con- 

7  noction  with  such  facilities. 

8  ()7097.     The  authority  may  negotiate  with,  and  may  enter 

9  into  a  contract  Avith,  the  City  of  Richmond  for  the  lease  or 

10  transfer  to  the  authority  of  the  Port  of  Richmond.  No  such 

11  negotiation  shall  commence  until  it  has  been  authorized  by  a 

12  majority  vote  of  the  City  Council  of  the  City  of  Richmond. 

13  No  lease  or  transfer  of  said  port  to  the  authority  requiring 

14  an  amendment  to  the  charter  of  the  City  of  Richmond  shall 

15  be  effective  until  an  appropriate  amendment  to  said  charter 

16  has  been  submitted  to  the  electors  of  the  City  of  Richmond 

17  and  ratified  by  tliem  and  the  other  requirements  of  the  State 

18  of  California  with  respect  to  amendment  of  city  charters  liave 

19  been  fulfilled.  The  agreement  may  contain,  among  other  things, 

20  such  provisions  as  are  deemed  necessary  or  advisable  by  the 

21  City  Council  of  the  City  of  Richmond,  including,  but  not 

22  limited  to,  provisions  for  the  following : 

23  (a)   For  the  refunding  or  retirement  of  any  outstanding 

24  bonds,  the  proceeds  of  which  have  been  applied  to  such  harbor 

25  and  port  facilities. 

26  (b)   For  the  reimbursement  of  any  or  all  tax  funds  expended 

27  by  the  City  of  Richmond  in  the  development  of  such  facilities. 

28  (c)   For  the  guarantee  of  continued  adequate  service  by  the 

29  authority,  and  for  the  maintenance  of  satisfactory  operating, 

30  maintenance,  replacement,  and  improvement  policies  in  con- 
^1  nection  with  such  facilities. 

32  G7(J97.5.     The  authority  may  negotiate  with,  and  may  enter 

33  into  a  contract  with,  the  Cit}-  of  San  Jose  for  the  lease  or 

34  transfer  to  the  authority  of  the  San  Jose  Airport.  No  such 

35  negotiation  shall  commence  until  it  has  been  authorized  by  a 

36  majority  vote  of  the  City  Council  of  the  City  of  San  Jo.se.  No 

37  lease  or  transfer  of  said  airport  to  the  authority  requiring  an 

38  amendment  to  the  charter  of  the  City  of  San  Jose  shall  be  etfec- 

39  tive  until  an  appropriate  amendment  to  said  charter  has  been 
4Q  submitted  to  the  electors  of  the  City  of  San  Jose  and  ratified 
^l  by  them  and  the  other  requirements  of  the  State  of  California 

42  with  respect  to  amendment  of  city  charters  have  been  fulfilled. 

43  The  agreement  ma.v  contain,  among  other  tilings,  such  provi- 

44  sions  as  are  deemed  necessary  or  advisable  by  tlie  City  Council 

45  of  the  City  of  San  Jo.se,  including,  but  not  limited  to,  pro- 
4g  visions  for  the  following: 

47  (a)   For  the  refunding  or  retirement  of  any  outstanding 

48  bonds,  the  proceeds  of  which  have  been  applied  to  such  airport. 

49  (b)   For  the  reimbursement  of  any  or  all  tax  funds  expended 

50  ^>y  the  City  of  San  Jose  in  the  dovclopment  of  such  airport, 
ol  (c)   For  tlie  guarantee  of  contiimcd  adequate  service  by  the 
52  autliority,  and  for  the  maintenance  of  satisfactory  operating, 
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1  maintenance,  replacement,  and  improvement  policies  in  con- 

2  Jieclion  with  such  airport. 

3  67098.     The  authority  may  negotiate  with  and  enter  into 

4  agreements  with  the  United  States  of  America,  any  depart- 

5  ment,  or  agency  thereof,  the  State  of  California,  any  public 

6  corporation  or  private  corporation,  agency,  or  person  for  the 

7  acquisition  by  the  authority  of  any  other  facilities  within  the 

8  San  Francisco  Bay  Area,  upon  such  terms  and  conditions  as 

9  the  authority  deems  advisable.  Such  agreements  shall  provide 

10  the  ways  and  means  whereby  the  rights  of  the  holders  of  out- 

11  standing  bonds  secured  by  revenues  of  such  facilities  shall  be 

12  fully  protected  and  preserved. 

13  67099.     (a)   So  long  as  any  bonds  of  the  authority,  which 

14  are  secured  by  a  pledge  of  revenues  derived  from  any  bridge 

15  or  other  crossing,  are  outstanding  and  unpaid,  there  shall  not 

16  be  erected,  constructed  or  maintained  any  other  bridge,  sub- 

17  way,  tunnel  or  other  crossing  under,  over,  through  or  across 

18  the  waters  OA^er  which  such  bridge  or  other  crossing  is  located 

19  or  constructed,  connecting  or  adjoining  directly  or  indirectly 

20  the   lands   or   extensions   thereof,    or   abutments   thereon,   on 

21  both  sides  of  the  waters  spanned  or  crossed  by  such  bridge 

22  or  other  crossing  within  a  distance  of  10  miles  from  either 

23  side  of  such  bridga  or  other  crossing,  except  the  bridges  or 

24  other  highway  crossings  actually  in  existence  and  being  main- 

25  tained  prior  to  the  time  of  the  authorization  of  the  bonds  of 

26  the  authority',  and  except  as  may  otherwise  be  provided  in  any 

27  indenture    under    which    bonds    of    the    authority    are    out- 

28  standing. 

29  (b)   The  provisions  of  subdivision  (a)  of  this  section  do  not 

30  apply  to  any  bridge  or  tube  between  the  Cities  of  Oakland 

31  and   Alameda,   or  to   the   acquisition,   erection,   construction, 

32  maintenance  or  operation  of  any  rapid  transit  crossing  exclu- 

33  sively  for  trains  and  not  for  passenger  automobiles,  trucks  or 

34  buses,  at  any  location  within  San  Francisco  Bay  between  the 

35  City    and    County    of    San    Francisco    and    the    County    of 

36  Alameda. 

37  67100.     The  provisions  of  Section  67099  are  binding  upon 

38  the  authority,  the^  State  and  all  of  its  departments,  agencies 

39  and  instrumentalities,   and  any   aiid  all  private   and   public 

40  corporations.  The  provisions  of  Section  67099  restrict  and  limit 

41  the  powers  of  the  Legislature  in  respect  to  the  matters  men- 

42  tioned  therein,  so  long  as  any  such  bonds  of  the  authority  are 

43  outstanding  and  unpaid,   and  constitute   a  contract  to  that 

44  effect  for  the  benefit  of  the  holders  of  all  such  bonds, 

45  67101.     The  authority  shall  become  bound  by  and  succeed 

46  to  the  rights,  obligations,  powers  and  duties  of  the  California 

47  Toll  Bridge  Authority  and  the  Department  of  Public  "Works 

48  relating  to  the  use  of  revenues  of  the  San  Francisco-Oakland 

49  Bay  Bridge  and  the  construction  of  any  San  Francisco  Bay 

50  crossing  approved  by  the  Legislature  at  the  1959  Regular  Ses- 

51  sion  to  be  financed  from  such  revenues. 
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1  67102.     The  authority  may  exercise  the  right  of  eminent 

2  domain  for  the  condemnation  of  real  or  personal  property  or 

3  any  right  or  interest  therein  for  its  use  within  the  San  Fran- 

4  cisco  Bay  area,  including  tlie  power  to  acquire  real  property 

5  in  fee  simple  or  any  lesser  estate  or  interest  or  for  rights-of- 

6  way  or  other  uses  of  the  authority  and  also  for  the  purpose 

7  of  protecting  and  preserving  the  rights,  powers  and  privileges 

8  of  the  authority  with  respect  to  any  facilities  then  owned  or 

9  operated  by  the  authority.  No  publicly  owned  property  and 

10  no  privately  owned  port  or  harbor  facilities  shall  be  taken, 

11  or  condemnation  proceedings  instituted  therefor,  without  the 

12  consent  of  the  public  agency  or  public  corporation  owning  or 

13  controlling  such  publicly  owned  property,  or  the  consent  of 

14  the  owner  of  such  port  or  liarbor  facilities,  respectively.  The 

15  authority  may  take  advantage  of  Sections  1401  to  1421,  inclu- 

16  sive,  of  the  Public  Utilities  Code  in  connection  with  any  con- 

17  demnation  of  property  of  a  privately  owned  public  utility, 

18  wlien  necessary  for  the  construction   or   acquisition   of  any 

19  bridge  or  other  crossing  or  the  approaches  thereto,  and  the 

20  Public  Utilities  Commission  of  the  State  of  California  shall 

21  have  jurisdiction  to  fix  and  determine  the  just  compensation 

22  therefor, 

23  67103.     Proceedings   in    eminent    domain   brought   by   the 

24  authority  shall  be  governed  by  the  provisions  of  the  Code  of 

25  Civil  Procedure  relating  to  eminent  domain,  insofar  as  such 

26  provisions  are  not  inconsistent  with  tliis  chapter.  The  authority 

27  shall  not  commence  any  such  proceedings  unless  the  board  of 

28  commissioners  first  adopts  a  resolution  declaring  that  public 

29  interest  and  necessity  require  acquisition  by  the  authority  of 

30  the  property  or  interest  therein,  described  in  the  resolution, 

31  and  that  such  acquisition  is  necessary  and  proper  for  the  ex- 

32  tension,  improvement,  or  development  of  the  authority. 

33  The  resolution  of  the  board  shall  be  conclusive  evidence  of 

34  the  public  necessity  of  such   proposed  acquisition  and  that 

35  such  real  or  personal  property  or  interest  therein  is  necessary 

36  therefor  and  that  such   proposed   acquisition   is  planned  or 

37  located  in  a  manner  which  will  be  most  compatible  with  the 

38  greatest  public  good  and  the  least  private  injury. 

39  67104.     The  board  may  fix  tolls,  rates,  rents,  fees,  or  other 

40  charges  for  the  use  of  any  facility  acquired,  constructed,  op- 

41  crated  or  maintained  by  the  authority,  without  limitation  of 

42  rate  or  amount,  and  may  from  time  to  time  alter,  change  or 

43  modify  the  same,  all  subject  to  the  covenants  in  any  indenture 

44  pursuant  to  which  bonds  have  been  issued  and  are  outstanding 

45  which  contains  covenants  entered  into  by  tlie  authority  with 
4(j  respect  to  the  fixing  of  such  tolls,  rates,  rents,  fees,  or  other 

47  charges. 

48  67105.     The  authority  may  enter  into  covenants  to  fix  and 

49  maintain  tolls,  rates,  rents,  fees,  or  other  charges  as  required 

50  ^y  any  indenture.  In  any  event,  such  tolls,  rates,  rents,  fees 

51  or  other  charges  shall  be  sufficient  at  least  to  pay  expenses 

52  of  maintenance,  operation  and  administration  and  to  service 
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1  the  outstanding  bonds  and  other  obligations  of  the  authority, 

2  if  any,  including  but  not  limited  to  any  amounts  required 

3  for  construction,  reserve,  sinking  or  other  special  funds  pro- 

4  vided  in  the  indenture ;  and  it  may  also  enter  into  covenants 

5  to  increase  tolls,  rates,  rents,  fees,  or  other  charges  from  time 

6  to  time  as  may  be  required  pursuant  to  any  indenture  under 

7  which  any  bonds  of  the  authority  are  then  outstanding. 

8  67106.     The  authority  may  contract  with  any  department 

9  or  agency  of  the  United  States  of  America  or  of  the  State  of 

10  California  or  with  any  public  or  private  corporation  or  with 

11  any  individual  or  partnership  upon  such  terms  and  conditions 

12  as  the  authority  finds  are  for  the  authority's  best  interests. 

13  67107.     The  authority  may  contract  with  any  department 

14  or  agency  of  the  United  States  of  America  or  of  the  State  of 

15  California,  or  with  any  public  or  private  corporation,  partner- 

16  ship  or  individual,  for  the  employment  of  qualified  experts 

17  then  in  the  employ  of  such  contracting  parties  for  the  develop- 

18  ment,  and  from  time  to  time  the  revision,  of  a  master  plan 

19  of  the  San  Francisco  Bay  area  covering  such  studies  as  will 

20  serve  to  advise  and  guide  the  authority  in  the  development 

21  of  trade  and  commerce.  Payment  for  such  contract  services 

22  may  be  made  by  the  authority  out  of  any  funds  available, 

23  including  the  proceeds  of  bonds  hereafter  issued. 

24  67108.     The  authority  may  sell,  convey  or  otherwise  dispose 

25  of  any  of  its  rights,  interests  or  properties  after  the  purposes 

26  for  which  they  are  acquired  have  been  satisfied  or  modified. 

27  It  may  sell,  lease  or  otherwise  dis^)ose  of,  at  any  time,  any  sur- 

28  plus  materials  or  other  real  or  personal   j^roperty   (including 

29  but  not  limited  to  rights-of-way)   not  needed  for  its  require- 

30  ments  or  for  the  purpose  of  carrying  out  this  chapter.  Any 

31  indenture  may  provide  limitations  upon  the  exercise  of  the 

32  powers  stated  in  this  section,  and  such  limitations  shall  apply 

33  so  long  as  any  of  the  bonds  issued  pursuant  to  such  indenture 

34  are  outstanding  and  unpaid. 

35  67109.     The  authority  shall  have  the  power  to  apply  for 

36  and  accept  grants  and  loans  from  any  department  or  agency 

37  of  the  United  States  of  America  to  be  used  for  any  of  the 

38  purposes  of  the  authority  and  to  enter  into  any  agreement 

39  with  such  department  or  agency  in  relation  to  such  grants  or 

40  loans;  provided,  that  such  agreement  does  not  conflict  with 

41  any  of  the  provisions  of  any  indenture  under  which  bonds  of 

42  the  authority  are  then  outstanding. 

43  67110.     The  authority  may  adopt  such  rules  and  regula- 

44  tions  as  may  be  necessary  to  enable  it  to  exercise  the  powers 

45  and  perform  the  duties  conferred  or  imposed  upon  it  by  this 

46  chapter.  The  authority  may  by  resolution  make,  an) end  and 

47  repeal  rules  and  regulations  governing  the  use,  operation,  and 

48  maintenance  of  the  facilities  or  any  part  thereof  under  its 

49  jurisdiction  and  control;  provided,  however,  that  any  inden- 

50  ture  may  place  limitations  and  conditions  upon  the  exercise  of 

51  such  powers  or  any  thereof. 
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1  67111.     The    authority   shall   have    power    to    deposit   any 

2  moneys  of  the  authority,  in  accordance  with  the  provisions  of 

3  the  general  laws  of  the  State  of  California  governing  the  de- 

4  posit  of  public  moneys  of  counties,  in  such  bank  or  banks  in 

5  the  State  of  California  as  may  be  authorized  to  receive  de- 

6  posits  of  public  funds,  in  the  same  manner  and  upon  the  same 

7  security  as  public  moneys  of  counties  are  deposited  in  such 

8  banks  and  with  like  force  and  effect,  and  to  invest  any  moneys 

9  in  any  sinking  fund  or  reserve  fund  created  by  any  indenture 

10  or  any  surplus  in  the  treasury  of  the  authority  not  required 

11  for  its  immediate  needs,  in  accordance  w-ith  the  general  laws 

12  of  the  State  of  California  relating  to  investments  of  county 

13  funds,  but  subject  to  such  limitations  and  restrictions  as  may 

14  be  provided  in  any  indenture  under  whicli  bonds  of  the  au- 

15  thority  are  outstanding. 

16  67112.     The  California  Highway  Patrol  shall  have  the  au- 

17  thority  and  it  shall  be  its  duty  to  provide  for  proper  and  ade- 

18  (luate  policing  of  all  faeilitice  e^  travel  hridges,  approaches 

19  and  other  crossings  under  the  jurisdiction  of  the  authority,  to 

20  insure  the  enforcement  thereon  of  the  Vehicle  Code  and  of  any 

21  other  laAV  relating  to  the  use  and  operation  of  vehicles  upon 

22  highways  or  highway  crossings  and  of  the  rules  and  regulations 

23  adopted  by  the  board  of  com  -rtHssie^i^-i-ft  ol  t4*e  authority  m 

24  i-'espeet  te  #fteiii%ies  ^  4n-iV!i=el  mH\  parking  ai=efts  ft«4  ^  eo-opor- 

25  ate  witrv  44te  au-thoi'i^  ta  t4=te  e*id  ti»^  frtte4*  #ae41-i44es  ef  t raver 

26  tm4  park-i-t-iff  tH^eivs  be  operated:  a^  nn'ssioncrs  of  the  authority 

27  in  respect  to  bridges)  approaches  and  other  crossings  and  to 

28  cooperate  with  the  authority  to  the  end  that  such  hridges,  ap- 

29  proarhes  and  other  crossings  he  operated  at  all  times  in  such 

30  manner  as  to  carry  traffic  safel.y  and  efficiently.  All  required 

31  accident  reports  and  supplemental  reports  and  all  other  reports 

32  made  to  the  California  Highway  Patrol  by  any  peace  officer, 

33  member  of  the  California  Iliglnvay  Patrol  or  other  emploj'ees 

34  of  the  Department  of  Motor  Yeliicles  and  the  California  Iligh- 

35  way  Patrol  relative  to  accidents  and  incidents  occurring  on 

36  property  of  the  authority  shall  be  immediately  available  for 

37  the  confidential  use  of  the  authority. 

38  67113.     The  authority  may  maintain  a  towing  service  on 

39  each  bridge  or  highway  crossing  under  its  jurisdiction  and 

40  may  furnish  such  towing  and  emergency  road  service  as  is 

41  necessary  to  permit  the  orderly  flow  of  traffic  upon  such  cross- 

42  ing  and  upon  any  property  of  the  authority.  The  authority 

43  may  prescribe  and  collect  reasonable   rates  for  towing  and 

44  other  services  furnished.  When  any  vehicle  or  object  on  any 

45  bridge   or   highway   crossing   under   the   jurisdiction   of   the 

46  authority  is  stopped  for  any  reason  and  such  vehicle  or  object 

47  is  obstructing  or  may  obstruct  traffic,  any  employee  of  the 

48  authority  may  order  that  such  vehicle  or  object  be  towed  by 

49  the  towing  .service  either  to  the  nearest  property  of  the  author- 

50  ity  designated  for  the  parking  or  storing  of  vehicles  or  to  a 

51  suitable  parking  location  on  a  public  street  or  highway  and 

52  left  in  the  custody  of  the  owner  or  operator  of  such  vehicle  or 
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1  object  or  his  agent,  or  in  the  event  no  such  owner,  operator 

2  or  agent  is  present  or  if  such  owner,  operator  or  agent  so 

3  request,  to  a  public  garage  or  off-street  parking  facility.  The 

4  authority  may  prescribe  tlie  limits  within  wliich  the  towing 

5  service  authorized  herein  shall  be  operated.  The  authority  may 

6  furnish  and  deliver  fuel  to  vehicles,  the  supply  of  which  is 

7  exhausted,  or  change  tires  and  may  charge  a  reasonable  sum 

8  for  the  services  and  materials  furnished.  Any  towing  service 

9  maintained  by  the  authority  pursuant  to  this  section  shall  be 

10  the  only  towing  service  authorized  to  render  service  to  or 

11  remove  vehicles  or  objects  which  have  become  disabled  upon 

12  bridges  and  highway  crossings  under  the  jurisdiction  of  the 

13  authority. 

14  67114.     The  authority  shall  not  have  power  to  levy  taxes 

15  for  any  purpose  whatsoever,  except  that  if  the  authority  ac- 

16  quires  the  Golden  Gate  Bridge  it  shall  have  and  exercise  all 

17  of  the  powers  prescribed  by  the  Bridge  and  Highway  District 

18  Act   (Part  3   (commencing  at  Section  27000)  tof  Division  16 

19  of  the  Streets  and  HighAvays  Code)  for  the  levy  and  collection 

20  of  taxes  necessary  for  the  payment  of  outstanding  bonds  of  the 

21  Golden  Gate  Bridge  and  Highway  District  to  the  end  that  the 

22  rights  of  the  holders  of  such  outstanding  bonds  shall  not  be 

23  impaired. 

24  G7115.     The  authority  may  provide  for  a  civil  service  or 

25  retirement  system  or  both,  for  any  or  all  officers  and  em- 

26  ployees,  and  may  provide  for  the  hiring  of  employees  under 

27  such  a  system  as  may  be  necessary  to  carry  out  the  powers 

28  of  the  authority.  All  employees  of  any  facility  (including  all 

29  employees  of  the  Division  of  San  Francisco  Bay  Toll  Cross- 

30  ings  of  the  Department  of  Public  Works)    acquired  by  the 

31  authority  shall  become  employees  of  the  authority  and  any 

32  such  employees  who  are  included  in  an  existing  civil  service 

33  system  shall  be  granted  comparable  rights  insofar  as  possible 

34  by  the  authority  and  the  authority,  as  to  such  employees,  shall 

35  be  guided  by  such  civil  service  system  law^s.  All  employees  of 
30  any  facility  acquired  by  the  authority  who  are  then  enrolled 

37  and  entitled  to  rights  under  any  public  pension  or  retirement 

38  plan  shall  be  granted  comparable  rights  insofar  as  possible  by 

39  the  authority  and  the  authority  shall  be  guided  as  to  such 

40  employees  by  such  public  pension  or  retirement  plan,  provided 

41  that  the  authority  may  enter  into  a  contract  with  the  Board  of 

42  Administration  of  the  State  Emloyees'  Retirement  System  to 

43  provide  for  the  inclusion  of  all  such  employees  in  the  State 

44  Employees'  Retirement  System. 

45  Prior  to  the  acquisition  of  any  facility,  a  public  hearing 

46  shall  be  held,  upon  such  notice  as  the  authority  deems  neces- 

47  sary,  at  which  the  executive  director  of  the  authority  shall 

48  report  on  the  effect  such  acquisition  will  have  upon  the  em- 

49  ployees  of  the  facility  acquired. 

50  67116.     The  transfer  of  any  employees  of  the  Department 

51  of  Public  Works  to  the  Golden  Gate  Authority  upon  the  trans- 

52  fer   of   a   California   Toll   Bridge   Authority   facility   to   the 
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1  Golden  Gate  Authority  shall  not  affect  or  impair  in  any  way 

2  the  rights  of  any  such  employees  under  the  State  Employees' 

3  Retirement  Law  (Part  3   (commencing  at  Section  20000)   of 

4  Division  5  of  Title  2).  The  Board  of  Commissioners  of  the 

5  Golden  Gate  Authority  shall  forthwith  enter  into  such  con- 

6  tracts  with  the  Board  of  Administration  of  the  State  Em- 

7  ployees'  Retirement  System  as  may  be  necessary  to  assure 

8  that  all  such  employees  shall  continue  to  be  members  of  the 

9  State  Employees'  Retirement  System.  The  Golden  Gate  Au- 

10  thority  shall  make  all  contributions  which  would  otherwise 

11  have  been  required  to  be  made  by  the  State. 

12  67117.     The  State  Civil  Service  Act  (Part  2  (commencing 

13  at  Section  18500)   of  Division  5  of  Title  2)   is  hereby  made 

14  applicable  to  all  employees  of  the  Department  of  Public  Works 

15  transferred  to  the  Golden  Gate  Authority.  The  State  Person- 

16  nel  Board  shall  continue  to  provide  appropriate  examinations, 

17  specify  lists  of  minimum  qualifications,  and  fix  and  establish 

18  salary  ranges  for  all  employees  of  the  Department  of  Public 

19  Works  transferred  to  the  Golden   Gate  Authority,   and  the 

20  Golden  Gate  Authority  shall  make  replacements  of  all  em- 

21  ployees  from  the  Department  of  Public  Works  only  in  accord- 

22  ance  with  the  provisions  of  the  State  Civil  Service  Act  and 

23  from  the   eligible  list  provided  thereunder.   Nothing   herein 

24  contained  shall  prevent  the  Golden  Gate  Authority  from  em- 

25  ploying  other  employees  not  transferred  to  it  from  the  De- 

26  partment  of  Public  Works  upon  such  terms  and  conditions 

27  and  in  such  manner  as  it  may  elect. 

28  67117.5.     Whenever  a  majority  of  the  emploj'ees  employed 

29  bj'  the  authority'  in  a  unit  appropriate  for  collective  bargain- 

30  ing  indicate  a  decire  to  be  represented  by  a  labor  organization, 

31  the  board,  upon  determining  as  provided  in  Section  67117.6 

32  that  said  labor  organization  represents  the  employees  in  the 

33  appropriate  unit,  and  the  accredited  representative  shall  bar- 

34  gain  in  good  faith  and  make  all  reasonable  efforts  to  reach 

35  agreement  on  the  terms  of  a  written  contract  governing  wages, 

36  salaries,  hours,  working  conditions  and  grievance  procedures. 

37  In  case  of  a  dispute  over  the  terms  of  a  written  contract  gov- 

38  erning  wages,  salaries,  hours  or  working  conditions,  which  is 

39  not  resolved  by  negotiations  in  good  faith  between  the  board 

40  and  the  representatives  of  the  employees,  upon  the  agreement 

41  of  both,  the  authority  and  the  representatives  of  the  employees 

42  may  submit  said  dispute  to  the  decision  of  the  majority  of  an 

43  arbitration  board,  and  the  decision  of  a  majority  of  such  arbi- 

44  t  rat  ion  board  .shall  be  final.  The  arbitration  board  shall  be 

45  composed  of  two  representatives  of  the  authority  and   two 

46  representatives  of  the  labor  organization,  and  they  shall  en- 

47  deavor  to  agree  upon  the  selection  of  a  fifth  member.  If  they 

48  are  unable  to  agree,  the  fifth  member  shall  be  designated  by 

49  the  Secretary  of  the  Judicial  Council  and  shall  be  a  person 

50  experienced  in  labor  arbitrations.  The  expenses  of  such  im- 

51  partial  arbitrator  shall  be  provided  half  by  the  authority  and 

52  half  by  the  labor  organization. 
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1  No  contract  or  agreement  shall  be  made  with  any  labor 

2  organization,  association,  gronp  or  individual  where  such  or- 

3  ganization,  association,   group  or  individual  denies  member- 

4  ship  on  the  grounds  of  race,  creed  or  color;  provided,  such 

5  organization  may  i^reclude  from  membership  any  individual 

6  who  advocates  the  overthrow  of  the  government  by  force  or 

7  violence. 

8  67117.6.     If  there  is  a  question  whether  a  labor  organization 

9  represents  a  majority  of  employees  or  whether  the  proposed 

10  unit  is  or  is  not  appropriate,  such  matters  shall  be  submitted 

11  to  the  State  Conciliation  Service  for  disposition.   The  State 

12  Conciliation  Service  shall  promptly  hold  a  public  hearing  and 

13  may,  by  decision,  establish  the  boundaries  of  any  collective 

14  bargaining  unit  and  provide  for  an  election  to  determine  the 

15  question  of  representation.  Provided,  however,  any  certifica- 

16  tion  of  a  labor  organization  to  represent  or  act  for  the  em- 

17  ployees  in  any  collective  bargaining  unit  shall  not  be  subject 

18  to  challenge  on  the  grounds  that  a  new  substantial  question 

19  of  representation  within  such  collective  bargaining  unit  exists 

20  until  the  lapse  of  one  year  from  the  date  of  certification  or 

21  the  expiration  of  any  collective  bargaining  agreement,  which- 

22  ever  is  later. 

23  67118,     All  property  of  the  authority  and  all  income,  rates, 

24  fees,  rentals,  tolls  and  other  charges  received  or  collected  by 

25  the  authority  shall  be  free  and  exempt  from  all  taxes  by  the 

26  State  of  California  or  by  any  political  subdivision,  or  sub- 

27  ordinate  taxing  authority  thereof. 

28  67119.     The  board  may  adopt  rules  or  regulations  not  in- 

29  consistent  with  the  Vehicle  Code  for  the  control  of  traffic  on 

30  any  bridge,  highway  crossing  or  within  any  other  facility  con- 

31  structed  or  acquired  by  the  authority,  to  aid  and  insure  the 

32  safe  and  orderly  flow  of  traffic,  and  shall  so  far  as  practicable 

33  notify  the  public  of  such  rules  or  regulations  by  signs  on  such 

34  bridges,  highway  crossings  or  other  facilities.  The  board  may 

35  also  adopt  rules  or  regulations  pertaining  to  parking  areas  in 

36  conjunction  with  any  bridge,  highway  crossing  or  other  facility 

37  constructed,   acquired  or  maintained  by  the   authority.   The 

38  authority  shall  cause  to  be  published  and  made  available  to  the 

39  public  copies  of  such  rules  or  regulations  applicable  to  any 

40  bridge,  highway  crossing  or  other  facility  or  parking  area  ap- 

41  purtenant  to  such  bridge,  highway  crossing  or  other  facility. 

42  Violation  of  such  rules  or  regulations,  notice  of  which  has  been 

43  given  by  a  sign  on  the  particular  facility,  or  by  publication 

44  for  public  distribution  of  such  rules  or  regulations,  is  a  mis- 

45  demeanor. 

46  67120.     The  authority  may  designate  employees  who  shall 

47  have  the  powers  of  peace  officers  in  the  performance  of  their 

48  duties  in  connection  with  facilities  of  the  authority. 
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1  Article  5.     Revenue  Bonds 
2 

3  67140.     The  authority  may  issue  bonds  for  the  acquisition, 

4  construction,  reconstruction,  completion,  addition,  betterment, 

5  improvement,  extension  or  repair  of  any  facility  or  facilities 

6  or  any  part  thereof,  and  any  indenture  under  which  bonds  are 

7  issued  may  provide  for  the  payment  of  any  incidental  ex- 

8  penses  (legal,  engineering,  fiscal,  financial  consultant  and  other 

9  expenses)  connected  with  issuing  and  disposing  of  the  bonds, 

10  for  all  amounts  ;'equired  for  the  creation  of  an  operating  fund, 

11  or  construction  fund,  reserve  fund,  sinking  fund,  or  other 

12  special  fund,  for  all  other  incidental  expenses  connected  with 

13  the  acquisition,  construction  or  completion  of  any  facility  or 

14  any    part    thereof,    for   reimbursement    of   advances    by    the 

15  authority  or  by  others  for  such  purposes  and  for  working 

16  capital.  The  total  amount  of  bonds  that  may  be  issued  by  the 

17  authority    shall    not    be    limited    as    to    aggregate    principal 

18  amount,  except  as  the  authority  may  provide  in  any  indenture. 

19  67141.     The  validity  of  the  authorization  and  issuance  of 

20  any  bonds  by  the  authority  is  not  dependent  on  nor  affected 

21  in  any  way,  except  to  the  extent  provided  in  the  indenture,  by: 

22  (a)   Proceedings  taken  by  the  authority  for  the  acquisition, 

23  construction  or  completion  of  the  facility  or  any  part  thereof. 

24  (b)   Any  contracts  made  by  the  authority  in  connection  with 

25  the  acquisition,  construction  or  completion  of  the  facility  or 

26  any  part  thereof. 

27  (c)   The  failure  to  complete  any  part  of  the  facility  for 

28  which  bonds  are  authorized  to  be  issued. 

29  67142.     The  authority  shall  issue  bonds  in  its  name.  These 

30  bonds  shall  constitute  obligations  of  the  authority  only,  and 

31  neither  the  payment  of  the  principal  of  any  such  bond  nor 

32  tli^  payment  of  interest  thereon  constitutes  a  debt,  liability 
83  or  obligation  of  any  county  or  city,  or  city  and  county,  or  of 

34  the  State  of  California.  All  bonds  issued  by  the  authority  shall 

35  contain  a  recital  on  their  face  that  neither  the  payment  of  the 
o()  principal  or  any  part  thereof  nor  the  payment  of  any  interest 

37  thereon  constitutes  a  debt,  liability  or  obligation  of  any  county 

38  or  city,  or  city  and  county,  or  of  the  State. 

39  67143.     The  authority  shall  determine  the  time,  form  and 

40  manner  of  the  issuance  of  bonds.  Bonds  of  the  authority  may 

41  be  general  obligations  of  the  authority  or  may  be  payable  only 

42  out  of  specified  revenues  as  the  authority  shall  determine  at 

43  the  time  of  their  issuance. 

44  67144.     The  authority  may  enter  into  indentures  providing 

45  for  the  principal  amount,  date  or  dates,  maturities,  interest 

46  rate,  denominations,  form,  registration,  transfer,  interchange 

47  and  other  provisions  of  such  bonds  and  coupons,  and  the  terms 

48  and  conditions  upon  which  the  same  shall  be  executed,  issued, 

49  secured,  sold,  paid,  redeemed,  funded  and  refunded.  Reference 

50  on  the  face  of  the  bonds  to  such  indenture  by  its  date  of 

51  adoption,  or  the  apparent  date  on  the  face  thereof,  is  sufficient 

52  to  incorporate  all  of  the  provisions  thereof  and  of  this  chapter 
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1  into  the  body  of  the  bonds  and  their  appurtenant  coupons. 

2  Each  taker  and  subsequent  holder  of  the  bonds  or  coupons, 

3  whether  th'e  coupons  are  attached  to  or  detached  from  the 

4  bonds,  has  recourse  to  all  of  the  provisions  of  the  indenture 

5  and  of  this  chapter,  and  is  bound  thereby. 

6  67145.     An   indenture    may    include    such    covenants    and 

7  agreements  on  the  part  of  the  authority  as  the  authority  deems 

8  necessary  or  advisable  for  the  issue,  payment,  better  security 

9  or  protection  of  the  bonds  issued  thereunder. 

10  67146.     An  indenture  may  includ-e  a  clause  requiring  the 

11  authority  to  pay  or  cause  to  be  paid  punctually  the  principal 

12  of  all  such  bonds  and  the  interest  thereon  on  the  date  or  dates, 

13  at  the  place  or  places,  and  in  the  manner  mentioned  in  such 

14  bonds  and  in  the  coupons  appertaining  thereto  in  accordance 

15  "with  such  indenture. 

16  67147.     An  indenture  may  include  a  clause  requiring  the 

17  authority   to    continuously    operate    the    facilities   under   the 

18  jurisdiction  of  the  authority  in  an  efficient  and  economical 

19  manner. 

20  67148.     An  indenture  may  include  a  clause  requiring  the 

21  authority  to  make  all  necessary  repairs,  renewals  and  replace- 

22  ments  to  the  facilities  and  to  keep  the  same  at  all  times  in 

23  good  repair,  working  order  and  condition. 

24  67149.     An  indenture  may  include  a  clause  requiring  the 

25  authority  to  preserve  and  protect  the  security  of  the  bonds  and 

26  the  rights  of  the  holders  thereof  and  to  warrant  and  defend 

27  such  rights. 

28  67150.     An  indenture  may  include  a  clause  requiring  the 

29  autliority  to  pay  and  discharge  or  cause  to  be  paid  and  dis- 

30  charged  all  lawful  claims  for  labor,  materials  and  supplies  or 

31  other  charges  which,  if  unpaid,  might  become  a  lien  or  charge 

32  upon  the  revenues,  or  any  part  thereof,  of  any  facilities  under 

33  the  jurisdiction  of  the  authority,  or  upon  any  of  its  properties, 

34  or  which  might  impair  the  security  of  the  bonds. 

35  67ir)l.     An  indenture  may  include  a  clause  which  limits,  re- 

36  stricts,  or  prohibits  any  right,  power  or  privilege  of  the  author- 

37  ity  to  mortgage  or  otherwise  encumber,  sell,  lease  or  dispose  of 

38  all  or  any  part  of  nny  facility  or  facilities  under  the  jurisdic- 

39  tion  of  the  authority,  or  to  enter  into  any  other  agreement 

40  which  impairs  or  impedes  the  operation  of  such  facilities  or 

41  any  part  thereof  necessary  to  secure  adequate  revenues,  or 

42  ^vhich  otherwise  impairs  or  impedes  the  rights  of  the  holders 

43  of  The  bonds  v/ith  respect  to  such  revenues. 

44  67152.  An  indenture  may  include  a  clause  requiring  the 
4.J  aiiiliurity  to  fix,  prescribe  and  collect  tolls,  rates,  rents,  fees 
•i6  or  other  charges  in  connection  with  the  facilities  under  the 

47  jurii-.diction  of  the  authority  as  provided  in  Section  67105,  and 

48  in  addition  to  provide  a  margin  of  safety  in  the  collection 

49  thereof  as  further  >ecuriLy  for  the  bonds. 

50  67153.     An  indenture  may  include  a  clause  requiring  the 

51  a^illiority  to  hold  in  trust  the  proceeds  of  the  bonds  and  the 

52  revenues  pledged  to  the  payment  of  such  bonds  and  the  interest 
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1  thereon,  or  to  any  reserve  or  other  fund  created  for  the  further 

2  protection  of  the  bonds,  and  to  apply  such  revenues  or  cause 

3  them  to  be  applied  only  as  provided  in  the  indenture. 

4  67154.     An  indenture  may  include   a  clause  limiting  the 

5  power  of  the  authority  to  apply  the  proceeds  of  the  sale  of  any 

6  issue  of  bonds  except  as  provided  in  the  indenture. 

7  67155.     An  indenture  may   include   a   clause  limiting  the 

8  power  of  the  authority  to  issue  additional  bonds  except  upon 

9  such  terms  and  conditions  as  are  set  forth  in  the  indenture. 

10  67156.     An  indenture  may  include  a  clause  requiring,  speci- 

11  fying  or  limiting  the  kind,  amount  and  character  of  in.surance 

12  to  bfi  maintained  by  the  authority  on  the  facilities,  or  any  part 

13  thereof,  and  the  use  and  disposition  of  the  proceeds  of  any 

14  such  insurance  thereafter  collected.  Such  insurance  may  in- 

15  elude  fire,  casualty,  fidelity,  public  liability,  property  damage, 
](j  or  any  other  type  or  kind  of  insurance  deemed  desirable  by  the 

17  authority  including  use  and  occupancy  insurance  or  insurance 

18  against  loss  of  revenues  from  any  cause. 

19  67157.     An  indenture  may  include  a  clause  providing  the 

20  events  of  default  and  the  terms  and  conditions  upon  which  any 

21  or  all  of  the  bonds  of  the  authority,  then  or  thereafter  issued, 

22  may  become  or  be  declared  due  and  pa.yable  prior  to  maturity, 

23  and  the  terms  and  conditions  upon  which  such  declaration  and 

24  its  consequences  may  be  waived.  An  indenture  may  include  a 

25  clause  designating  the  rights,  limitations,  power  and  duties 

26  arising  upon  breach  by  the  authority  of  any  of  the  covenants, 

27  conditions  or  obligations  contained  in  any  indenture;  provided, 

28  fhat  no  indenture  shall  limit  or  restrict  the  rights  granted  to 

29  bondholders  by  Article  8. 

30  67158.     An  indenture  maj''  include  a  clause  prescribing  a 

31  procedure  by  which  the  terms  and  conditions  of  the  indenture 

32  may  be  subsequently  amended  or  modified  with  the  consent 

33  of  the  authority  and  the  vote  or  written  assent  of  the  holders 

34  of  a  specified  principal  amount  of  the  bonds  issued  and  out- 

35  standing.    Such   clause   may  provide   for   meetings   of   bond- 

36  liolders  and  for  the  manner  in  which  the  consent  of  the  bond- 

37  holders  may  be  given.  Such  clause  shall  specifically  state  the 

38  effect  of  such  amendment  or  modification  upon  the  rights  of 

39  the  holders  of  all  of  the  bonds  and  interest  coupons  appertain- 

40  ing  thereto,  whether  attached  thereto  or  detached  therefrom. 

41  With  respect  to  any  clause  providing  for  the  modification 

42  or  amendment  of  an  indenture,  the  authority  may  agree  that 

43  bonds  held  by  Ihe  autliority,  by  any  department  or  agency  of 

44  the  State  of  California,  or  by  anj-  public  corporations,  shall 

45  not  be  counted  as  outstanding  bonds,  or  be  entitled  to  vote 

46  or  assent,  but  shall,  nevertheless,  be  subject  to  any  such  modi- 

47  fication  or  amendment. 

48  67150.     An  indenture  may  include  a  clause  providing  for 

49  such  other  acts  and  matters  as  may  be  necessary  or  convenient 

50  or  desirable  in  order  to  secure  the  bonds  or  to  make  the  bonds 

51  more  marketable. 
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1  67160.     The  authority  may  designate  a  bank  or  trust  com- 

2  pany,  qualified  to  do  business  in  this  State,  as  a  trustee  for 

3  the  authority  and  the  holders  of  bonds  issued  hereunder,  and 

4  may  authorize  the  trustee  to  act  on  behalf  of  the  holders  of 

5  the  bonds,  or  any  stated  percentage  thereof,  and  to  exercise 

6  and  prosecute   on  belialf  of  the  holders  of  the  bonds  such 

7  rights  and  remedies  as  may  be  available  to  the  holders. 

8  67161.     The  authority  shall  fix  and  determine,  in  an  in- 

9  denture,   the   conditions   upon  which   any   indenture   trustee 

10  shall  receive,  hold  or  disburse  any  or  all  revenues  collected 

11  for  or  on  account  of  the  authority.  The  authority  shall  in  an 

12  indenture  prescribe  the  duties  and  powers  of  such  indenture 

13  trustee  with  respect  to  the  issuance,  authentication,  sale  and 

14  delivery  of  the  bonds  and  the  payment  of  principal  and  in- 

15  terest  thereof,  the  redemption  of  the  bonds,  the  registration 

16  and  discharge  from  registration  of  the  bonds,  and  the  man- 

17  agement   of   any   sinking   fund   or   other   funds  provided   as 

18  security  for  the  bonds. 

19  67162.     The  authority  may  issue  bonds  in  series  and  may 

20  divide  any  series  into  one  or  more  divisions  and  fix  different 

21  maturities  or  dates  of  .such  bonds,  different  rates  of  interest, 

22  or  prescribe  different  terms  and  conditions  for  the  bonds  of 

23  the  several  series  or  divisions.  It  is  not  necessary  that  all 

24  bonds  of  the  same  authorized  issue  be  of  the  same  kind  or 

25  character,  have  the  same  security,  or  be  of  the  same  interest 

26  rate,  but  the  terms  thereof  shall  in  each  case  be  provided  for 

27  by  the  authority,  at  or  prior  to  the  issue  thereof.  The  authority 

28  niay  provide  for  successive  issues  or  may  provide  for  one 

29  maximum  issue.   The  authority  may  provide  that  all  bonds, 

30  or  the  bonds  of  any  specified  issue,  shall  be  paid  from  and 

31  secured  by  all  revenues  of  the  authority,  however  derived,  or 

32  from  the  revenues  of  specified  facilities,  all  in  the  manner 

33  and  upon  the  terms  set  forth  in  the  indenture. 

34  67163.     Bonds  may  be  issued  as  coupon  bonds  or  as  regis- 

35  tered  bonds.  The  authority  may  provide  for  the  interchange 
35  of  coupon  bonds  for  registered  bonds  and  registered  bonds 

37  for  coupon  bonds,  and  may  provide  that  the  bonds  shall  be 

38  registered  as  to  principal  only,  or  as  to  both  principal  and 

39  interest,  or  otherwise  as  the  authority  may  determine. 

40  67164.     Bonds  shall  bear  interest  at  a  rate  of  not  to  exceed 

41  6  percent  per  annum,  payable  annually  or  semiannually  or 

42  in  part  annually  and  part  semiannually. 

43  67165.     Bonds  may  be  callable  upon  such  terms  and  condi- 

44  tions  and  upon  such  notice  as  the  authority  may  determine, 

45  and  upon  the  payment  of  the  premium  fixed  by  the  authority 

46  in  the  proceedings  for  the  issuance  of  the  bonds.  No  bond  is 

47  subject  to  call  or  redemption  prior  to  its  fixed  maturity  date 

48  unless  the  right  to  exercise  such  call  is  expressly  stated  on  the 

49  face  of  the  bond. 

50  67166.     The  authority  may  provide  for  the  payment  of  the 

51  principal  and  interest  of  bonds  at  any  place  or  places  within 
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1  or  without  the  State  of  California,  and  in  any  specified  lawful 

2  coin  or  eurrenc}'  of  the  United  States  of  America. 

3  G7167.     The  authority  may  provide  for  the  execution  and 

4  authentication  of  bonds  by  the  manual,  lithographed  or  printed 

5  facsimile  signature  of  officers  of  the  authority,  and  by  addi- 

6  tional  authentication  by  a  trustee  or  fiscal  agent  appointed  by 

7  the  ai'ithority.  If  any  of  the  officers  whose  signatures  or  counter- 

8  signatures  appear  upon  the  bonds  or  coupons  cease  to  be  officers 

9  before  the  delivery  of  the  bonds  or  coupons,  their  signatures 

10  or  countersignatures  are  nevertheless  valid  and  of  the  same 

11  force  and  effect  as  if  the  officers  had  remained  in  office  until 

12  the  delivery  of  the  bonds  and  coupons. 

13  67168.     Bonds  shall  bear  dates  prescribed  by  the  authority. 

14  Bonds  may  be  serial  bonds  or  sinking  fund  bonds  with  such 

15  maturities  as  the  authority  may  determine.  No  bond  by  its 

16  terms  shall  mature  in  more  than  50  years  from  its  own  date 

17  and  in  the  event  any  authorized  issue  is  divided  into  two  or 

18  more  series  or  divisions,  the  maximum  maturity  date  herein 

19  authorized  shall  be  calculated  from  the  date  on  the  face  of  each 

20  bond  separately,  irrespective  of  the  fact  that  different  dates 

21  may  be  prescribed  for  the  bonds  of  each  separate  series  or  divi- 

22  sion  of  any  authorized  issue. 

23  67169.     The  authority  may  fix  terms  and  conditions  for  the 

24  sale  or  other  disposition  of  any  authorized  issue  of  bonds.  The 

25  authority  may  sell  bonds  at  less  than  their  par  or  face  value 

26  but  no  issue  of  bonds  may  be  sold  at  an  aggregate  price  below 

27  the  par  or  face  A^alue  thereof  if  such  sale  would  result  in  a  net 

28  interest  cost  to  the  authority  calculated  upon  the  entire  issue 

29  so  sold  of  more  than  6  percent  per  annum,  payable  semiannu- 

30  ally,  according  to  standard  tables  of  bond  values.  All  bonds 

31  issued  and  sold  for  cash  pursuant  to  this  chapter  shall  be  sold 

32  on  sealed  proposals  to  the  higlicst  bidder,  including  a  fiscal 

33  agent,  financial  consultant  or  adviser  or  other  agent  referred 

34  to  in  Section  67074,  either  bidding  alone  or  in  conjunction  with 

35  others,  after  advertising  for  bids  by  publication  of  notice  of 

36  sale  once,  not  less  than  10  days  prior  to  the  date  of  sale,  in  a 

37  newspaper  of  general  circulation  printed  and  published  in  the 

38  City  a7id  County  of  San  Francisco.  The  authority  may  reject 

39  any  and  all  bids  submitted  and  may  thereafter  sell  the  bonds 

40  so  adv(>rtised  fOr  sale  at  private  sale  to  any  financially  respon- 

41  sible  bidder,  including  a  fiscal  agent,  financial  consultant  or 

42  adviser,  or  other  agent  referred  to  in  Section  67074,  either 

43  bidding  alone  or  in  conjunction  with  others,  under  such  terms 

44  and  conditions  as  it  deems  most  advantageous  to  its  own  inter- 

45  ests.  but  the  l)ouds  shall  not  be  sold  at  a  price  below  that  of  the 

46  highest  bid  which  was  rejected.  The  authority  may  contract 

47  loans  and   borrow  money  through   the  sale  of  bonds  to  the 

48  United  States  of  America  or  any  of  its  departments  or  agen- 

49  f'ifs.  upon  such  terms  and  conditions  as  may  be  agreed  to  and 

50  ^W'h  bonds  shall  be  subject  to  all  other  provisions  of  this  chap- 

51  ter,  except  the  requirement  that  bonds  be  sold  on  sealed  pro- 

52  po.sals  to  the  highest  bidder  after  advertising  for  bids.  In  the 
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1  event  the  authority  desires  to  issue  its  bonds  in  exchange  for 

2  an  existing  facility  or  portion  thereof,  it  may  exchange  such 
A  bonds  for  the  existing  facility  or  portion  thereof  or  for  the 
4  existing  facility  or  portion  thereof,  plus  an  additional  amount 
.')  of  cash,  without  advertising  such  bonds  for  sale. 

()  67170.     The   authority   may   provide   for   the   payment   of 

7  bonds  in  whole  or  in  part  out  of  any  appropriations  or  other 

8  funds  contributed  to  the  autliority  by  the  State  of  California, 

9  tlie  United  States  of  America,  or  by  Rny  department  or  agency 

10  of  eitJier  thereof.  HoAvever,  nothing  in  tliis  act  sliail  obligate 

11  the  State  of  California  to  make  anj^  appropriation  for  that 
J  2  purpose. 

1'?,  (37171.     The  authoritj'  may  provide  in  tlie  proceedings,  for 

14  tlie  issuance  of  bonds  that  the  bonds  and  the  interest  thereon 

IT)  constitute  such  lien  upon  the  revenues  of  any  of  the  facilities 

I'o  or  any  part  thereof  acquired,  constructed,  or  completed,  im- 

17  proved  or  extended,  by  the  authority  as  may  be  provided  for 

18  in  tlie  indenture.  The  indenture  may  provide  that  the  bonds 

19  shall  be  secured  by  all  revenues  of  all  facilities  under  the 

20  .jurisdiction  of  the  authority,  or  from  the  revenues  of  partic- 

21  ular  facilities  specified  therein. 

22  67172.     Interest  on  bonds  may  be  paid  out. of  the  proceeds 

23  of  the  sale  of  the  bonds  during  the  period  required  for  con- 

24  struction  of  tlie  facility  or  any  part  thereof,  or  for  the  acquisi- 

25  tion,   construction  or  completion  of  any  facility,   and   for  a 
2()  period  not  to  exceed  three  years  therca.Fter  as  may  be  pro- 

27  vided  for  in  the  indenture. 

28  67173.     Pending  the  actual  issuance  or  delivery  of  defini- 

29  tive   bonds,   the   authority  may   issue   temporary   or   interim 

30  bonds,  certificates  or  receipts  of  any  denominations  whatso- 

31  ever,  and  witli  or  without  coupons,  to  be  exclianged  for  defini- 

32  tive  bonds  when  ready  for  delivery. 

33  67174.     All  bonds,   and   the   interest   thereon,   are   exempt 

34  from  all  taxation  by  the  State  of  California  or  any  public  cor- 

35  poration  other  than  gift,  inheritance  and  franchise  taxes. 

36  67175.     Tlie  authority  may  provide  for  the  issuance,  sale  or 

37  exchange  of  refunding  bonds  for  the  purpose  of  redeeming  or 

38  retiring  any  bonds  issued  hy  the  authority  or  issued  b}^  any 

39  other  issuing  body,  the  proceeds  of  tlie  sale  of  which  have 

40  been  applied  to  any  facility  acquired  b}-  the  authority,  or 

41  which  are  payable  out  of  the  revenues  of  any  facility  ac- 

42  quired  by  the  authority.  All  provisions  of  this  chapter  applica- 

43  ble  to  the  issuance  of  bonds  are  applicable  to  the  refunding 

44  bonds  and  to  the  issuance,  sale  or  exchange  thereof. 

45  67176.     Refunding   bonds    may   be    issued   in    a    principal 
4G  amount  sufficient  to  provide  funds   for  the  pavment  of  all 

47  bonds  to  be  refunded  thereby,  and  in  addition  for  th.e  payment 

48  of  all  expenses  incident  to  the  calling,  retiriu.g  or  paying  of 

49  such  outstanding  bonds,  and  the  issuance  of  such  refunding 

50  bonds.  These  expenses  may  include  the  difference  in  amount- 

51  between  the  par  value  of  the  refunding  bonds  and  any  amount 

52  less  than  par  for  which  the  refunding  bonds  are  sold,  any 
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1  amount  necessary  to  be  made  available  for  the  payment  of 

2  interest  upon  such   refunding  bonds  from  the  date  of  sale 

3  thereof  to  the  date  of  payment  of  the  bonds  to  be  refunded  or 

4  to  the  date  upon  which  the  bonds  to  be  refunded  will  be  paid 

5  pursuant  to  the  call  thereof  or  agreement  with  the  holders 

6  thereof,  and  the  premium,  if  any,  necessary  to  be  paid  in  order 

7  to  call  or  retire  the  outstanding  bonds  and  the  interest  accru- 

8  ing  thereon  to  tlie  date  of  the  call  or  retirement. 

9  (37177.     All  bonds  issued  under  the  provisions  of  this  chap- 

10  ter  are  negotiable  instruments,  except  when  registered  in  the 

11  name  of  a  registered  owner. 

12  67178.     Tlie  authority  may  apply  to  the  California  Districts 

13  Securities  Commission  under  the  Districts  Securities  Commis- 

14  sion  Law  (Division  10  (commencing  at  Section  20000)  of  the 

15  Water  Code)  as  such  law  now  reads  or  is  hereafter  amended 

16  to  read  for  the  certification  of  any  bonds  issued  by  it  as  legal 

17  investments  for  savings  banks  and  other  funds,  but  such  cer- 

18  tification  shall  not  be  a  condition  precedent  to  the  issuance  of 

19  any  bonds  by  the  authority  nor  shall  the  California  Districts 

20  Securities  Commission  have  any  jurisdiction  over  the  expendi- 

21  ture  of  any  proceeds  of  bonds  certified  by  it.  If  the  commission 

22  determines  tliat  the  bonds  are  adequately  secured  and  that  the 

23  revenues  of  the  authority  applicable  to  the  payment  thereof 

24  are  or  probably  will  be  sufficient  to  pay  the  principal  and  in- 

25  terest  on  the  bonds,  and  if  the  commission  certifios  to  that 

26  effect,  the  bonds  so  certified  shall  be  eligible  as  legal  invest- 

27  ments  for  both  public  and  private  funds  in  the  same  manner 

28  as  provided  in  the  Districts  Securities  Commission  Law.  The 

29  aulliority  may  issue  bonds  with  or  without  such  certification 

30  and  shall  not  be  precluded  from  issuing  bonds  subsequently 

31  without  such  certification  notwithstanding  the  fact  that  earlier 

32  issues  of  bonds  may  have  been  certified  as  legal  investments. 

33  67179.     Prior  to  the  issuance  of  any  bonds,  the  authority 

34  may  commence  in  the  Superior  Court  of  the  State  of  Cali- 

35  fornia,  in  and  for  the  City  and  County  of  San  Francisco,  a 

36  special  proceeding  to  determine  the  right  to  issue  the  bonds 

37  and  their  validity.  Such  proceeding  shall  be  instituted  and 

38  prosecuted  in  the  same  manner  as  provided  by  Sections  22670 

39  to   22684,    inclusive,    of   the   V7ater    Code,    as   these   sections 

40  now  read  or  may  hereafter  be  amended  to  read,  and  these 

41  sections  apj^ly  to  and  govern  all  such  proceedings  instituted 

42  under  this  chapter.  Such  proceeding  is  a  proceeding  in  rem 

43  and  the  judgment  rendered  therein  is  conclusive  against  all 

44  persons  whomsoever  and  against  the  State  of  California. 

45  67180.     No   indenture   need   be   recorded    or   filed   in   any 

46  public  office,  other  than  the  office  of  the  authority.  The  pledge 

47  of  revenues  provided  in  any  indenture  shall  take  effect  forth- 

48  with  as  provided  therein,  and  irre:ipective  of  tTie  date  of 
4!)  receipt  of  such  revenues  by  tlie  authority  or  the  indenture 
no  tnisteo.    Such    pledge   sliall    be    effective   as   proA'ided    in    the 

51  indenture  without   physical   delivery  of  the   revenues  to  the 

52  authority,  or  to  the  indenture  trustee. 
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1  67181.     Subject  to  any  applicable  provisions  which  may 

2  be    contained    in    an    indenture,    the    authority    may    invest 

3  any   available   funds  in   bonds   issued  by   it  and   may   hold, 

4  cancel  or  resell  such  bonds. 

5  67182.     While  any  bonds  issued  by  the  authority  remain 

6  outstanding  and  unpaid,  the  power  of  the  authority  to  estab- 

7  lish,  levy  and  collect  tolls  and  other  charges  in  connection 

8  with  such  facility  shall  not  be  diminished  or  impaired. 
9 

10  Article   6.     Acquisition,   Construction,   Completion,   Improve- 

11  ment,  Betterment,  and  Extension  of  Facilities 
12 

13  67210.     After  the  authority  has  acquired  one  or  more  of 

14  the  facilities  as  in  this  chapter  provided,  it  may  thereafter 

15  make  such  improvements,  extensions,  additions,  betterments, 

16  and  repairs  thereto  as  in  its  judgment  is  deemed  advisable. 

17  It  may  also  thereafter  acquire  any  new  or  additional  facility 

18  on  such  terms  and  conditions  as  in  its  judgment  is  necessary 

19  or  convenient  for  the  development  of  transportation  or  port 

20  activities  in  the  San  Francisco  Bay  area. 

21  67211.     The  authority  has  full  charge  of  the  acquisition, 

22  construction   and   completion   of   the   facilities    or   any   part 

23  thereof  authorized  by  it  and  may  proceed  with  such  work 

24  after  it  has  acquired  jurisdiction  to  proceed  as  provided  in 

25  Section  67210.  The  authority  may  construct  the  facilities  or 

26  any  part  thereof  and  acquire  all  property  necessary  therefor 

27  on   such   terms   and   conditions   as   it   deems   advisable.    The 

28  authority  without  awarding  a  contract  for  the  construction 

29  of  the  facilities  or  any  part  thereof  may  do  the  work  directly 

30  and  may  purchase  the  materials,  hire  labor,  and  do  all  other 

31  thing's  necessary  for  the  doing  of  the  work.  When  any  part 

32  of  the  work  is  to  be  done  or  performed  by  any  department 

33  or  agency  of  the  United  States  of  America  or  the  State  of 

34  California  or  any  city,  county,  district  or  other  public  cor- 

35  poration,    jointly   or   in   connection   with   the   authority,   the 

36  portion  of  the  cost  thereof  to  be  borne  by  the  authority  may 

37  be  turned  over  to  the  department,  or  agency,  or  political  sub- 

38  division  or  public  corporation  to  be  expended  by  it  in  the  ac- 

39  quisition,  construction,  or  completion  of  the  facility  or  any 

40  part  thereof. 

41  67211.5.     No  crossing  across  San  Francisco  Bay  shall  be 

42  constructed  by  the  authority  unless  the  governing  body  of 

43  each  city  or  city  and  county  at  the  termini  of  such  crossing 

44  approves  the  location  of  the  termini  and  approaches  of  such 

45  crossing. 

46  67212.     Title  to   all  property   acquired   by   the   authority, 

47  and  the  revenues  and  income  therefrom,  is  in  the  name  of 

48  the   authority.   The   title   to   any   moneys,   revenues,  ^sinking 

49  funds,  reserve  funds  and  other  funds  of  the  authority  and 

50  the  income  thereof  pledged  to  the  payment  of  the  principal 

51  or  any  interest  on  any  bonds  issued  hereunder  is  subject  to 

52  the  trusts  hereby  created  in  favor  of  the  bondholders.  The 
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1  managrcment,  operation  and  control  of  the  facilities  and  of 

2  every  part  thereof  acquired,  constructed  or  completed  by  the 

3  authority  shall  be  vested  in  the  autliority;  provided,  however, 

4  that  any  indenture  maj-  contain  provisions  with  respect  to  the 

5  exercise  thereof. 

6  67213.     The  authority  may  use  for  the  payment  of  the  cost 

7  of  acquisition,  construction,  completion,  additions,  betterments, 

8  extensions  and  repairs  of  the  facilities  or  any  part  thereof  any 

9  funds  made  available  to  the  authority  to  be  expended  for  the 

10  accomplisliiii;^'  of  the  purposes  set  forth  in  this  chapter  or  the 

11  proceeds  of  bonds  issued  and  sold  by  the  authority,  subject 

12  to  the  provisions  of  any  applicable  indenture. 

13  G7213.1.     Whenever  the  authority  requires  the  relocation  or 

14  removal  of  any  lawfully  ynaintaincd  pole,  pole  line,  pipe,  pipe- 

15  line,  conduit,  cable,  aqueduct  or  other  structure  or  ai)purte- 

16  n;mce    tliereto    used    for    public    or    privr.tely    owned    utility 

17  services  and  the  iitility  is  not  iittdo'  aini  (jprcss  confraclual 

18  obligation  to  rclacale  or  remove  at  its  own  expense  ,  the  au- 

19  thority  shall  pay  the  cost  of  such  i-eiuoval  or  relocation;  pro- 

20  vided,  that  the  authority  and  any  utility  may  by  agreement 

21  provide  for  the  respective  amount  of  the  cost  of  reloi-ation  or 

22  removal  of  any  utility  facility  located  on  any  bridge  e^^  ap- 

23  pt-«rH4+  t4iei^ete  facility  of  the  an'horily  to  be  borne  by  tlie 

24  authority  and  any  such  utility;  and  prt'vided  further,  tliat  any 

25  a;>reeiaent  relative  to  the  location,  maintenance,  ■eck<etttK>^+  %v- 

26  i=ew<-^v»l  ef  «4i^44y  facwity-  eft  tttvy  IrfHidf^e  eir  i^  approacl^ef^  4«- 

27  feyee  ew  th^  et^^'eti^^  drtte  e-f  this  see^eft  shftH  relocation  or 

28  removal  of  a  utility  facility  on  any  facility  of  the  authority 

29  in  force  on  the  effective  date  of  litis  section  shall  continu(^  in 

30  full  force  and  effect  and  the  ar.thority  shall  succeed  to  the 

31  rights,  powers,  duties  and  obligations  of  the  State  thereunder. 

32  67213.2.     Except  as  ot-ierv/ise  provided  in  any  agreement 

33  entered  into  pursuant  to  Section  67'.U3.1,  the  authority  shall 

34  be  entitled  to  credits  as  follows  in  eojiuection  with  any  costs  of 

35  removal  or  relocation  it  may  b;'  rcquii*ed  to  pay : 

36  (1)   In  the  amount  of  ariy  betterment  to  the  utility  facility 

37  resulting  from  such  removal  or  relocation,  not  in  excess  of  the 

38  cost  of  the  increased  capacity  of  the  facility. 

39  (2)   The  salvage  value  of  any  materials  or  parts  salvaged 

40  and  retained  by  the  utility. 

41  (3)   If  a  new  facility  or  i)ortiun  thereof  is  constructed  to 

42  aceo)nplish  such   removal   or   iclojation,  an  allowance  of  an 

43  amount  bearing  tbe  same  proportion  to  the  original  cost  of  the 

44  displaced  facility  or  pc^'tion  thereof  as  the  age  thereof  bears  to 

45  the  normal  expected  lite  thereof. 

46  A  credit  shall  not  be  alUr.vcd  aj-ninst  any  i)ortion  of  tl^e  cost 

47  which  is  ollurwise  cliargcal-le  lo  ihe  utility. 

48  67214.     The  authority  may  insure  against  any  accident  to 

49  or  destruction  of  the  facilities  or  any  part  thereof.  Any  money 

50  collected  on  such  insurance  shall  be  used  for  the  i)uriiose  of 

51  repairing  or  rebuilding  the  facility  or  any  part  thereof  dam- 

52  aged,  injured  or  destroyed,  or  for  the  retirement  of  any  bonds 
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1  issued  by  the  authority  as  may  be  set  forth  in  the  indenture 

2  authorizing  the  issuance  of  the  bonds. 

3  67215.     The  authority  may  insure  against  loss  of  revenues 

4  from  any  cause  wliatsoever  and  the  proceeds  of  any  such  insur- 

5  ance  shall  be  ur.cd  as  provided  in  the  indenture  securing  any 

6  then  outstanding  bonds  of  the  authority. 

7  67216.     The  authority  may  insure  against  public  liability  or 

8  property  damage.  It  may  provide  in  the  proceedings  author- 

9  izing  the  issuance  of  any  revenue  bonds  for  the  carrying  of 

10  such  or  any  other  insurance,  in  such  amount  and  of  such  char- 

11  acter  as  may  be  specified,  and  for  the  payment  of  the  premiums 

12  thereon. 

13  67217.     Contracts   for   the   construction,   reconstruction   or 

14  improvement  of  -any  facility,  when  the  expenditure  required 

15  exceeds  five  thousand  dollars  (.$5,00Q),  and  contracts  for  the 

16  purchas(^  of  supplies,  cquipiucnt  and  materials,  when  the  ex- 

17  ponditure    required    excecnls    five    lliousand    dollars    ($5,000), 

18  shall  be  let  to  the  lowest  responsible  bidder.  Notice  requesting 

19  bids  shall  be  publislied  at  least  once  in  a  newspaper  of  general 

20  circulation  within  the  San  Francisco  Bay  area,  which  publica- 

21  tion  shall  be  made  at  least  10  days  before  bids  are  received. 

22  The  board  may  reject  any  and  all  bids  and  readvertise  in  its 

23  discretion.  The  board's  deterrnin.ation  as  to  the  lowest  respon- 

24  sible  bidder  in  any  bidding  shall  be  final  and  conclusive.  If 

25  after  rejecting  bids  the  board  determines  and  declares  that  in 

26  its  opinion  the  supplies,  equipment  and  materials  may  be  pur- 

27  cased  at  a  lower  price  in  the  open  market,  the  board  may  pro- 

28  ceed  to  purchase  the  supplies,  eqiiipment  and  materials  in  the 

29  open  market  Avithout  further  observance  of  the  provisions  re- 

30  quiring  bids  or  notice. 

31  67218.     Contracts  for   the   construction,   reconstruction   or 

32  improvement  of  any  facility  i*equiring  the  expenditure  of  less 

33  than  five  thousand  dollars  ($5,000),  and  contracts  for  the  pur- 

34  chase  of  supplies,  equipment  and  materials  requiring  expendi- 

35  ture  of  less  than  five  thousand  dollars  ($5,000),  may  be  under- 

36  taken  in  such  manner  and  upon  such  terms  as  the  board  deems 

37  advisable. 

38  67219.     In  case  of  any  great  public  calamity,  such  as  an 

39  extraordinary  fire,  flood,  storm,  epidemic  or  other  disaster,  the 

40  board  may  determine  that  public  interest  and  necessity  demand 

41  the  immediate  expenditure  of  money  to  safeguard  life,  health 

42  or  property,  and  thereupon  proceed  to  expend  or  enter  into  a 

43  contract  involving  the  expenditure  of  any  sum  needed  in  such 

44  emergency  without  observance  of  the  provisions  requiring  bids 

45  or  notice. 

46 

47  Article  7.     Tolls,  Rates,  Rents,  Fees  and  Charges 

48 

49  67240.     The  authority  shall  fix  the  tolls,  rates,  rents,  fees 

50  and  other  charges  for  all  facilities  or  any  part  thereof  acquired, 

51  constructed  or  completed  under  the  terms  of  this  chapter,  for 
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1  the  use  thereof  by  any  persons  utilizing  such  facilities,  irre- 

2  speetive  of  whether  or  not  any  bonds  of  the  authority  are  then 

3  outstanding.  The  authorit}'  shall  also  fix  the  rates  and  rents 

4  charged  concessionaires  in  connection  with  any  facilities  of  the 

5  authority-. 

6  67241.     Subject  to  such  contractual  obligations  as  may  be 

7  entered  into  by  the  authority  and  the  holders  of  bonds  issued 

8  under  this  chapter,  the  authority  is  authorized  to  change  such 

9  tolls,  rates,  rents,  fees,  and  charges  from  time  to  time  as  con- 

10  ditions  warrant. 

11  67242.     All  tolls,  rates,  rents,  fees  and  charges  shall  comply 

12  with  the  provisions  of  any  applicable  indenture.   The  bond 

13  redemption  and  interest  payments  shall,  to  the  extent  provided 

14  in  the  indenture,  constitute  a  first,  direct  and  exclusive  charge 

15  and  lien  on  all  such  tolls,  rates,  rents,  fees  and  charges  and 

16  other  revenues  and  interest  thereon  received  from  the  use  and 

17  operation  of  the  facility,  and  on'  any  sinking  or  other  funds 

18  created  therefrom ;  and  all  such  tolls,  rates,  rents,  fees,  charges 

19  and  other  revenues,  together  with  interest  thereon,  shall  con- 

20  stitute  a  trust  fund  for  the  security  and  payment  of  such 

21  bonds  and,  except  as  and  to  the  extent  provided  in  the  inden- 

22  ture  with  respect  to  the  payment  therefrom  of  expenses  for 

23  other  purposes  including  administration,   operation,   mainte- 

24  nance,  improvements  or  extensions  of  the  facilities  or  other 

25  purposes,  shall  not  be  used  or  pledged  for  any  other  purpose 

26  so  long  as  such  bonds,  or  any  of  them,  are  outstanding  and 

27  unpaid. 

28  67243.     The  authority  may  provide  in  an  indenture  that  the 

29  tolls,  rates,  rents,  fees  and  charges  established  are  minimum 

30  tolls,  rates,  rents,  fees  and  charges  and  subject  to  increase  or 

31  decrease  in  accordance  onlv  witli  the  terms  of  the  indenture. 
32 

33  Article  8.     Rights  of  Bondholders 

34 

35  67260.     The  holder  of  any  bond  may,  for  the  equal  benefit 

36  and  protection  of  all  holders  of  bonds  similarly  situated,  do 

37  either  of  the  following: 

38  (a)  Bj'-  mandamus  or  other  appropriate   proceedings,   re- 

39  quire  and  compel  the  performance  of  any  of  the  duties  im- 

40  posed  upon  the  authority  or  assumed  by  it,  its  officers,  agents 

41  or  employees  under  the  provisions  of  any  indenture,  in  con- 

42  nection  with  the  acquisition,   construction,   operation,   main- 

43  tenance,  repair,  reconstruction  or  insurance  of  the  facilities, 

44  or  in  connection  with  the  collection,  deposit,  investment,  ap- 

45  plication   and   disbursement   of   the   tolls,   rates,    rents,   fees, 

46  charges  and  other  revenues  derived  from  the  operation  and 

47  use  of  the  facilities,  or  in  connection  with  the  deposit,  invest- 

48  ment  and   disbursement   of  the   proceeds   received   from   the 

49  sale  of  bonds. 

50  (b)   By  action  or  suit  in  equity,  require  the  authority  to 

51  account  as  if  it  were  the  trustee  of  an  express  trust,  or  enjoin 
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1  any  acts  or  things  which  may  be  unlawful  or  in  violation  of 

2  the  rights  of  the  holders  of  the  bonds. 

8  672C1.     The   enumeration   of   the   rights   and    remedies   in 

4  Section  67260  does  not  exclude  the  exercise  or  prosecution  of 

5  any  other  rights  or  remedies  available  to  the  holders  of  bonds. 
6 

7  Article  9.     Contributions  and  Co-operation 
8 

9  67280.     The    authority   may    accept    contributions    or    ap- 

10  propriations  from  the  United  States  of  America,  the  State  of 

11  California,  or  any  department  or  agency  of  either  thereof,  or 

12  from  any  public  corporation. 

13  67281.     The   authority  may   co-operate  and  contract  with 

14  the   United   States  of  America  under   any   act   of   Congress 

15  heretofore  or  hereafter  enacted  authorizing  or  permitting  such 

16  co-operation.  The  authority  may  enter  into  any  contract,  ar- 

17  rangement  or  agreement  with,  and  may  co-operate  with  the 

18  Department   of   Public   Works   or   any   other   department   or 

19  agency  of  the  State  of  California  or  any  public  corporation 

20  for  the  dcA-elopment,  construction,   improvement,   or  mainte- 

21  nance  of  any  facility. 

22  67282.     Any  department  or  agency  of  the  State  of  Cali- 

23  fornia,  or  any  public  corporation,  may  co-operate  and  enter 

24  into  contracts  with  the  authority  for  the  acquisition,  construc- 

25  tion,   completion,   maintenance,   operation,    or   repair   of   any 

26  facilities.  In  connection  with  any  such  co-operation  or  con- 

27  tract,   the  State  or  any  such  public  corporation  may  make 

28  advances  or  contributions  to  the  authority  as  in  the  judgment 

29  of  the  Legislature,  or  the  governing  board  of  the  public  cor- 

30  poration,   are  necessar}^  or  proper  for  its  undertaking,   and 

31  the  authority*  may  reimburse  the  State  or  such  public  cor- 

32  poration  for  any  such  advance  or  contribution  from  the  pro- 

33  ceeds  of  the  sale  of  the  bonds  or  any  other  funds  available  to 

34  the  authority.  Any  agreement  made  by  the  authority  for  such 

35  reimbursement  of  advances  or  contributions  made  to  it  shall 

36  be  valid  and  enforceable  against  the  authority.  The  State  or 

37  any   such   public    corporation   may   also    authorize,    aid    and 

38  assist  the  authority  to  carry  out  any  activity  which  the  State 

39  or  such  public  corporation  is  by  law  authorized  to  perform 

40  and  carry  out  on  its  own  behalf. 

41  67283.     The  Department  of  Public  "Works,  or  any  public 

42  corporation,  may  co-operate  with  the  authority  by  granting 

43  by  purchase,  lease,  license,  franchise,  permit,  or  otherwise  the 

44  right  to  use  public  highways  or  highway  rights-of-way,  or  any 

45  portions  thereof,  under  their  respective  jurisdictions  for  the 

46  purposes  of  the  authority. 

47  67284.     The  right-of-way  is  given,  dedicated  and  set  apart 

48  to  the  authority  upon  which  to  locate,  construct  and  maintain 

49  bridges   or   other   crossings   authorized   to   be   acquired,   con- 

50  structed,   owned,   operated,   or  maintained  by   the   authority 

51  through,  over,  under,  on  or  across  any  property  of  the  State, 


38  FINAL   REPORT   ON   BAY    AREA   PROBLEMS 

1  including  highways  now  or  hereafter  owned,  opened,  or  dedi- 

2  cated    to    or    for    public    use    and    howsoever    acquired,    and 

3  through,  over,  under,  on  or  across  the  streets,  alleys,  lanes  and 

4  roads  now  or  hereafter  opened  or  dedicated  to  or  for  public 

5  use  and  howsoever  acquired,  which  are  now  or  may  be  within 

6  any  county,  city,  public  or  municipal  corporation,  district  or 

7  political  subdivision  of  the  State  within  the  San  Francisco 

8  Bay  area,  including  all  such  rights-of-way  as  may  be  neces- 

9  sary  for  any  transportation  or  port  facilities  acquired  or  to  be 

10  acquired  by  the  autliority  hereunder;  provided,  that  the  au- 

11  thority  shall  not  use  any  ri;iht  of  way  given,  dedicated  or  set 

12  apart  herein  over  highways  now  or  hereafter  owned,  opened 

13  or  dedicated  to  or  for  public  use  in  a  manner  inconsistent  with 

14  highwa}^  use,  and  all  expenses  incurred  in  relocating,  rear- 

15  ranging,   adjusting   or   repairing   said   highway   incurred  by 

16  reason  of  the  use  of  such  right  of  way  by  the  authority  shall 

17  b(>  boriH^  hy  tlie  autliority. 

18 

19  Article  10.     Funds 

20 

21  67310.     The  proceeds  from  the  sale  of  bonds  may  be  paid 

22  upon  the  direction  of  the  authority  either  to  the  treasurer  of 

23  the  authoritj'  as  custodian  of  the  special  trust  fund  to  be  held 

24  for  the  aeeouiit  of  tlie  authority,  or  may  be  paid  direct  to  any 

25  bank  or  trust  company  designated  as  the  fiscal  agent,  trustee, 

26  or  depositary  of  the  authority,  as  in  this  chapter  provided. 

27  In  the  event  a  part  of  the  cash  proceeds  of  the  sale  or  ex- 

28  change  of  bonds  is  to  be  used  for  operating  funds  of  the 

29  authority,  such  proceeds  or  part  thereof  may  be  placed  in 

30  any  fund  designated  in  the  indenture  pursuant  to  which  the 

31  bonds  are  issued. 

32  67311.     The  proceeds  of  the  sale  of  bonds  shall  be  deposited 

33  and  disbursed  as  provided  in  the  indenture  authorizing  the 

34  issuance  of  such  bonds. 

35  67312.     Any  surplus  moneys  which  shall  exist  after  the 

36  payment  in  full  of  all  costs  of  acquisition,  construction  and 

37  com])letioii  of  the  facilities  or  any  part  tliereof  for  which  the 

38  bonds  were  issued,  may  be  paid  put  and  disbursed  as  provided 

39  in  the  indenture. 

40  67313.     In  lieu  of  depositing  the  proceeds  of  sale  of  said 

41  bonds  with  the  treasurer,  the  authority  ma.y,  in  any  indenture, 

42  designate  a  trustee  or  fiscal  agent,  which  shall  be  a  bank  or 

43  trust  company,  or  banks  or  trust  companies,  duly  qualified 

44  to  do  business  in  this  State,  to  receive  the  proceeds  of  such 

45  bonds  and  to  hold  the  same  separate  and  apart  from  all  other 
4(3  fuiuls  of  the  autliority.  Sueli  moneys  sliall  be  paid  out  and 

47  disbur.sed  as  provided  in  the  indenture. 

48  67314.     The  proceeds  of  the  sale  of  bonds,  whether  held  by 
40  the  treasurer  or  by  any  fiscal  agency,  trustee  or  depositary 

50  of  the  authority,  not  currently  required  to  meet  acquisition  or 

51  construction  costs  or  expenses  payable  from  the  construction 

52  fund,  or  interest  on  the  bonds,  may  be  invested  in  bonds  and 
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1  other  obligations   eligible   for  investment  of  surplus  county 

2  moneys,  subject  to  such  limitations  as  may  be  provided   in 

3  the  indenture.  Any  income  or  interest  thv-^reon  shall  be  added 

4  to  and  become  a  part  of  the  particular  fund  upon  which  such 

5  interest  or  income  accrues. 

6  67315.     All  revenues  received   from   the  operation  of  the 

7  facilities  under  the  jurisdiction  of  the  authority  may  be  paid 

8  over  by  the  authority  either  to  the  treasurer  as  custodian 

9  thereof  or  to  any  fiscal  agent,  trustee  or  depositary  appointed 

10  by  the  authority,  as  provided  in  the  indenture. 

11  67316.     If  the  revenues  are  paid  over  by  the  authority  to 

12  the  treasurer,  the  same  shall  be  held  by  the  treasurer  iu  a 
33  special  fund  and  applied  exclusively  for  the  account  of  the 
14  authority,  Avhieh  special  fund  is  hereby  designated  the 
J 5  "Golden  Gate  Authority  Revenue  Fund."  The  moneys  in  the 
10  revenue  fund  shall  be  deposited  by  the  treasurer  in  time  or 

17  demand  deposits  in  such  depositar}^  or  depositaries  as  may  be 

18  authorized  by  law  to  receive  deposit  of  county  funds,  to  the 

19  credit  of  the  rcveriue  fund,  or  may  be  invested  in  such  bonds 

20  or  obligations   as  are  by  law   legal   investments   for   county 

21  moneys,  subject  to  such  limitations  and  restrictions  as  may  be 

22  provided  in  the  indenture.  Any  income  or  interest  received 

23  upon  such  deposits  or  investments  shall  be  added  to  the  revenue 

24  fund  and  inure  to  the  benefit  of  the  authority.  The  moneys  in 

25  the  revenue  fund  sliall  1)e  paid  out  and  disbursed  for  the  pay- 

26  ment  of  the  principal  of  and  interest  on  all  bonds  issued  by  the 

27  authority  under  the  provisions  of  this  chapter,  as  and  when 

28  such  principal  and  interest  shall  become  due,  and  for  the  crea- 

29  tion  of  any  reserve  fund  or  other  special  fund  provided  by  the 

30  authority  in  the  proceedings  for  the  issuance  of  said  bonds, 
;31  and  also  for  the  payment  of  all  costs  and  expenses  for  the  main- 
;32  tenance  and  operation  of  the  system,  engineering,  legal  and 
03  administrative  costs  and  for  all  repairs  and  replacements  and 
;]4  other  costs  and  expenses  of  the  authority.  The  treasurer  shall 

35  keep  nn  accurate  account  of  all  money  deposited  in  and  wdth- 

36  drawn  from  the  revenue  fund. 

37  67317.     In  lieu  of  deposit  of  the  revenues  received  from  a 

38  facility  or  facilities  with  the  treasurer,   the   authority  may 

39  deposit  such  revenues  at  any  bank  or  trust  company,  appointed 

40  depositarj'-,  trustee  or  fiscal  agent  of  the  authority  in  the  inden- 

41  ture,   and   if   such   fiscal   agent,   trustee   or   depositary   is   so 

42  appointed,  the  authority  may  provide  for  the  collection  of  such 

43  revenues  and  for  the  receipt  and  disbursement  thereof  by  such 

44  fiscal  agent,  trustee  or  depositary.  The  authority  may,  in  its 

45  absolute  discretion  fix  the  terms  and  conditions  upon  which  the 
45  trustee  or  trustees  or  fiscal  agent  or  depositary  shall  receive, 
47  hold  and  disburse  such  revenues,  and  may  prescribe  the  duties 
43  and  powers  of  such  fiscal  agent,  trustee  or  trustees  or  deposi- 

49  tary  in  the  indenture. 

50  67318.     Notwithstanding  any  of  the  foregoing  provisions  of 

51  this  article,  the  indenture  may  specify  the  fund  or  funds  into 

52  which  any  part  of  the  proceeds  from  the  sale  of  the  bonds  shall 
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1  be  paid  aud  the  uses  of  such  fund  or  funds.  The  revenues  like- 

2  wise  may  be  payable  into  such  fund  or  funds  as  may  be  pro- 

3  vided  in  the  indenture  and  shall  be  used  only  as  authorized  in 

4  the  indenture. 
5 

6  Article  11.     Transactions  Involving  Commissioners,  Officers, 

7  Agents,  and  Employees  of  the  Authority 

8 

9  67340.     No  commissioner,  officer,  agent  or  employee  of  the 

10  authority  .shall  be  deemed  to  be  interested  in  any  contract  of 

11  any  kind  or  nature  entered  into  by  or  on  behalf  of  the  author- 

12  ity  if  he  has  only  a  remote  interest  in  the  contract  and  if  the 

13  fact  of  such  interest  is  disclosed  to  the  board  and  thereafter  the 

14  board  authorizes,  approves,  ratifies,  or  confirms  the  contract  by 

15  vote  of  the  commissioners  sufficient  for  the  purpose  without 

16  counting  the  vote  or  votes  of  the  commissioners  having  such 

17  remote  interest. 

13  67341.     As  used  in  tliis  article,  "remote  interest"  means: 

19  (a)   That  of  a  stockholder  of  any  contr-acting  corporation,  if 

20  such  stock  ownership  comprises  less  than  five  percent   (5%) 

21  of  the  shares  of  capital  stock  of  such  contracting  corporation; 

22  (b)   That  of  an  employee  of  any  contracting,  party  which  at 

23  the  time  of  making  the  contract  has  at  least  ten  (10)  or  more 

24  employees;  provided,  that  such  commissioner,  officer,  agent  or 

25  employee  of  the  authority  was  an  employee  of  said  contracting 

26  party  for  at  least  three  years  prior  to  the  time  of  making  such 

27  contract ; 

28  (c)   That  of  an  officer,  employee,  stockholder,  or  director  of 

29  any  corporation  which  is  subject  to  the  jurisdiction  of  the 

30  Public  Utilities  Commission  of  the  State  of  California ; 

31  (d)   That    of    a    landlord    or    tenant    of    the    contracting 

32  party ;  and 

33  (e)   That  of  an  attorney  for  the  contracting  party. 

34  67342.     The  provisions  of  this  article  shall  not  be  applicable 

35  to  any  officer  interested  in  a  contract  who  influences  or  at- 

36  tempts  to  influence  a  commissioner  to  enter  into  the  contract. 

37  The  willful  failure  of  an  officer  to  disclose  the  fact  of  his  inter- 

38  est  in  a  contract  pursuant  to  this  article  shall  be  punishable 

39  as  provided  in  Section  1097  of  the  Government  Code.  Such 

40  violation  shall  not  void  the  contract,  however,  unless  the  con- 

41  tracting  party  had  knowledge  of  the  interest  of  the  officer  at 

42  the  time  the  contract  was  executed  and  deliberately  failed  and 

43  refused  to  disclose  the  fact  of  such  knowledge  to  the  board. 

44  67343.     No  commissioner,  offlror,  official,  agent,  or  employee 

45  of  the  authority  shall  be  deemed  to  be  interested  in  any  con- 

46  tract  for  the  sale  of  any  bonds  issued  by  the  authority,  irre- 

47  spective  of  whether  such  commissioner,  officer,  official,  agent, 

48  or  employee  is  financially  or  otherwise  interested  in,  or  affili- 

49  ated  with,  any  purchaser  of  such  bonds  or  with  any  bank  acting 

50  as  tru.stee,  fiscal  agent,  or  depositary  of  the  authority,  whether 

51  as  stockholder,  officer,  director  or  employee  of  any  thereof;  pro- 

52  vided,  that  such  bonds  are  sold  at  public  sale  to  the  highest 
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1  bidder  after  notice  inviting  bids  has  been  published  as  required 

2  by  this  chapter. 
3 

4  Article  12.     General  Authority 
5 

6  67370.     The  authority  and  its  officers  and  agents  may  per- 

7  form  such  acts  and  enter  into  such  agreements,  not  inconsistent 

8  with  law,  as  may  be  necessary  or  desirable  in  connection  with 

9  the  duties  and  powers  conferrred  upon  the  authority  by  this 

10  chapter,  including  all  such  acts  or  agreements  in  connection 

11  with  acquiring,   constructing,   completing,  maintaining,   oper- 

12  ating,  repairing,  insuring  or  replacing  the  facilities  or  any  part 

13  thereof  acquired,  constructed  or  completed  under  this  cliapter, 

14  for  the  safeguarding  of  funds  and  revenues  required  for  the 

15  purposes  of  this  chapter,  and  for  the  payment  of  the  bonds 

16  issued  pursuant  to  this  chapter. 

17  67371.     ^Yhenever  it  is  claimed  tlKit  any  person  has  been 

18  injured  or  damaged,   or  that  any  property  has  been  taken, 

19  injured,  damaged  or  destroyed  as  a  result  of  any  deficiencies 

20  or  defective  condition  of  any  property  controlled  by  the  au- 

21  thorit}'-  or  its  officers,  agents  or  employees,  or  by  any  act  or 

22  omission  of  any  officer,  agent  or  employee  of  the  authority,  a 

23  verified  claim  for  damages  shall  be  presented  in  writing  and 

24  filed  with  the  board  within  90  days  after  the  a(;eident,  injury, 

25  taking,  damage  or  dep,truct!on  has  occurred.  Each  claim  filed 

26  pursr.ant  to  this  section  shall  specify  the  name  and  address  of 

27  the  claimant,  the  names  and  addresses  of  any  wituepses  to,  and 

28  the  date  and  place  of,  the  accident,  injury,  taking,  damage  or 

29  destruction,  and  the  nature  and  extent  of  the  injury  or  dam- 

30  ages  .-laimed.  Coriipliance  with  this  section  is  a  coi\dition  pre- 

31  cedent  to  the  filing  or  m.aintaining  of  any  action  for  injury  or 

32  dariiages  against  the  authority,  its  officers,  agents  or  employees. 

33 

34  Article  13.     Construction  and  Interpretation 

35 

3(5  67390.     This  chapter  shall  be  liberally  construed  to  carry 

37  out  the  objects  and  purposes  of  the  declared  policy  of  the 

38  State  of  California  as  in  this  chapter  set  forth. 

39  67391.     If  any  section,  subsection,  sentence,  clause  or  phrase 

40  of  this  chapter  is  for  any  reason  held  to  be  unconstitutional 

41  or  invalid,   or  unenforceable,   such   decision  shall   not   affect 

42  the  validity  or  enforceability  of  the  remaining  portions  of  the 

43  chapter.  The  Legislature  hereby  declares  that  it  would  have 

44  enacted  this  chapter,  and  each  section,  subsection,  sentence, 

45  clause,  and  phrase  hereof,  irrespective  of  the  fact  that  any  one 
4(3  or  more  sections,  subsections,  sentences,  clauses,  and  phrases 

47  m^y  be  declared  unconstitutional,  invalid,  or  unenforceable. 

48  67392.     This  chapter  shall  not  operate  to  rescind  or  repeal 

49  any  other  act  of  the  State  of  California  providing  for  the 

50  issuance  of  revenue  bonds  only  or  the  creation  of  any  other 
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1  authority  for  any  other  purpose,  except  as  herein  expressly 

2  provided. 

3  Sec.  1.5.     Section  27179.5  is  added  to  the  Streets  and  High- 

4  Mays  Code,  to  read : 

5  27170.5.     The  board  shall  consult  with  and  shall  obtain  the 

6  advice  and  cnnfirniation  of  the  Cioldon  Gate  Aiith.ority  with 

7  respect  to : 

8  (a)    Any  change  in  tolls  char<»ed  or  to  be  charged  ; 

9  (b)    Incnrring  of  any  indebtedness  for  borrowed  money  or 

10  the  retirement  or  refunding  of  any  indebtedness; 

11  (c)   Amounts  to  be  set  aside  pursuant  to  the  provisions  of 

12  Section  27300  of  this  code ;  and 

13  (d)    The  construction  or  acquisition  of  any  works  where  the 

14  cost  thereof  exceeds  one  hundred  thousand  dollars  ($100,000). 

15  Sec.  2.     Part  3  (commencing  at  Section  27000  and  inclnd- 

16  ing  Section  27179.5)  of  Division  16  of  the  Streets  and  High- 

17  ways  Code  is  repealed. 

18  Sec.  3.     Part  3   (commencing  at  Section  .27000)   is  added 

19  to  Division  16  of  the  Streets  and  Highways  Code,  to  read: 
20 

21  PART  3.     BRIDGE  AND  HIGHWAY  DISTRICTS 
22 

23  27000.     As  used  in  this  part : 

24  (a)   "Bridge  and   Highway  District   Act"   means  Part  3 

25  (commencing  at  Section  27000)   of  this  division,  which  part 

26  was  repealed  at  the  1959  Regular  Session  of  the  Legislature 

27  by  the  act  adding  this  part. 

28  (b)   "Existing  bridge  and   highway  district"  means  any 

29  district  formed  under  the  Bridge  and  Highway  District  Act 

30  and  in  existence  on  the  effective  date  of  this  part. 

31  (c)   "Golden  Gate  Authority"  means  the  authority  created 

32  pursuant  to  the  Golden  Gate  Authority  Act  (Chapter  1  (com- 

33  mencing  at  Section  67000)    of  Title  75  of  the  Government 

34  Code). 

35  27001.     Notwithstanding  the  repeal  of  the  Bridge  and  High- 

36  way  District  Act,  the  provisions  of  such  act  authorizing  and 

37  providing  for  the  levy  and  collection  of  taxes  shall  remain  in 

38  full  force  and  effect  so  long  as  any  bonds  of  any  existing 

39  bridge  and  highway  district  are  outstanding,  except  only  that 

40  the  amount  of  money  required  to  be  raised  by  taxation  shall 

41  be  certified  to  the  boards  of  supervisors  of  the  counties  having 

42  any  portion  of  their  territory  within  the  boundaries  of  the 
4:^  district,  by  the  appropriate  public  body  or  agency  then  having 

44  jurisdiction  over   the   bridge   or   other  facilities   constructed 

45  from  the  proceeds  of  such  borids.  If  no  such  public  Ixxly  or 

46  agency  is  then  in  existence,  or,  if  in  existence,  it  shall  fail  to 

47  act,  it  shall  be  the  duty  of  the  county  auditor  of  each  such 
4S  county  to  certify  to  the  board  of  supervisors  of  such  county 

49  the  appropriate  amounts  of  taxes  then  to  be  levied  in  such 

50  county  for  district  purposes. 

51  27002.     Nothing  in  this  part  shall  limit  or  restrict  the  power 

52  aud  duty  of  each  board  of  supervisors,  of  each  county  having 
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1  any  portion  of  its  territory  within  the  boundaries  of  any 

2  district  which  has  any  outstanding  unpaid  bonds,  to  levy  and 

3  collect  taxes  for  district  purposes,  at  the  time  and  in  the 

4  manner  required  by  law  for  the  levying  of  taxes  for  county 

5  purposes,  in  addition  to  any  other  tax  levied  by  such  board 

6  of  supervisors,  and  at  the  rate  so  certified  by  the  public  body 

7  or  agenc}^  having  jurisdiction  over  the  bridge  or  other  facility 

8  constructed  or  acquired  from  the  proceeds  of  such  outstanding 

9  bonds,  or  by  the  county  auditor  of  such  county.  So  long  as 

10  any  bonds  of  any  bridge  and  ^ighway  district  are  outstanding, 

11  all  county  officers  charged  with  the  duty  of  collecting  taxes 

12  shall  collect  district  taxes  at  the  same  time  and  in  the  same 

13  manner   as   county   taxes   are   collected,    and   when   collected 

14  shall   pay   the   proceeds   to   the   appropriate   public   body   or 

15  agency  having  jurisdiction  over  the  bridge  or  other  facility 

16  constructed  from  the  proceeds  of  such  bonds,  or  in  the  absence 

17  of   such   public   body   or   agency   then   such    taxes   shall   be 

18  deposited  in  the  State  Treasury  to  the  credit  of  the  holders  of 

19  the  outstanding  bonds  of  any  such  bridge  and  highway  district 

20  for  whom  such  taxes  were  levied  and  collected.  Any  money  so 

21  deposited  from  taxes  in  the  State  Treasury  shall  be  used  and 

22  api)]ied  by  the  State  Treasurer  for  the  payment  of  any  such 

23  outstanding  bonds  of  any  such  existing  bridge  and  highway 

24  district  and  the  interest  accruing  thereon. 

25  27003.     All  bridges,  funds,  cash  on  hand,  accounts  receiva- 

26  ble,  books,  records,  and  all  other  properties  of  any  kind  or 

27  nature  of  any  existing  bridge  and  highway  district  are  hereby 

28  transferred  to  and  shall  vest  in  the  Golden  Gate  Authority, 

29  which  is  hereby  designated  as  the  successor  public  body  or 

30  agency  to  succeed  to  and  be  vested  with  the  rights,  powers, 

31  duties,  and  obligations  or  any  existing  bridge  and  highway  dis- 

32  triet  (including  obligations  incurred  pursuant  to  Chapter  1505 

33  of  Statutes  of  1945).  All  fuiuls  received  by  the  Golden  Gate 

34  Authority  from  any  existing  bridge  and  highAvay  district  shall 

35  be  held  and  applied  by  the  Golden  Gate  Authority  in  trust  for 

36  the  benefit  of  the  holders  of  the  bonds  of  any  existing  bridge 

37  and  highway  district  upon  the  same  terms  as  they  are  pres- 

38  ently  required  to  be  held  by  such  district  until  such  bonds  shall 

39  have  been  paid  in  full. 

40  27004.     The   board   of   commissioners  of  the   Golden   Gate 

41  Authority,  upon  the  effective  date  of  this  part,  shall  have  and 

42  possess  all  of  the  rights,  powers,  duties  and  functions  granted 

43  to  any  existing  bridge  and  highway  district.  The  Golden  Gate 

44  Authority  shall  have  and  possess  all  of  tlie  rights,  powers,  and 

45  functions  granted  to  it  under  the  Golden  Gate  Authority  Act 

46  (Chapter  1  (commencing  at  Section  67000)  of  Title  7.5  of  the 

47  Government  Code)  with  respect  to  any  bridge  or  other  facil- 

48  ities  acquired  by  it  from  any  existing  bridge  and   highway 

49  district. 

50  27005.     The  board  of  commissioners  of  the  authority  shall 

51  succeed  to  and  be  vested  with  the  right,  power  and  duty  to 

52  certify  to  the  boards  of  supervisors,  of  counties  having  any 
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1  portion  of  their  territory  Avithin  any  existing  bridge  and  high- 

2  way  district,  the  amount  of  money  to  be  raised  b}^  taxation 

3  for  the  payment  of  principal  of  or  interest  on  the  bonds  of 

4  aiiy  snch  existing  bridge  and  highway  district.  It  shall  be  the 

5  duty  of  the  Golden  Gate  Authority  to  cause  such  taxes  to  be 

6  levied  and  collected'  in  all  respects  as  required  by  the  Bridge 

7  and   Highway   District  Act  with  respect  to  any  outstanding 

8  bonds  of  any  existing  bridge  and  highway  district  to  the  end 

9  that  the  rights  of  the  holders  of  such  bonds  shall  not  be  im- 

10  paired.  So  long  as  any  bonds  of  any  such  existing  bridge  and 

11  liigliway  district  are  outstanding  the  Golden  Gate  Authority 

12  shall  fix  and  collect  all  tolls  for  the  use  of  the  facilities  of 

13  travel  constructed  by  any  existing  bridge  and  highway  dis- 

14  trict  in  the  same  manner  and  to  the  same  extent  as  required 

15  by  the  laws  in  effect  at  the  time  the  bonds  of  any  sncli  exist- 
IG  ing  bridge  and  highway  district  were  issued  and  became  out- 

17  standing.  Prom  and  after  the  date  upon  which  all  bonds  of 

18  any  existing  bridge  and  highway  district  are  fully  paid  and 

19  discharged,  the  Golden  Gate  Authority  shall  have  no  power 

20  to  levy  or  collect  taxes  for  any  purpose  whatsoever. 

21  2700G.     Notwithstanding  the  repeal  of  the  l>ridge  and  High- 

22  "\vay  District  Act,  all  of  the  provisions  thereof  in  existence  at 

23  the  time  any  bonds  of  any  existing  bridge  and  liighway  dis- 

24  trict  were  issued  and  became  outstanding  shall  remain  in  full 

25  force  and  effect  so  long  as  such  bonds  are  outstanding,  except 

26  that  the  powers,  rights,  and  functions  of  the  board  of  directors 

27  of  any  existing  bridge  and  highway  district  shall  be  exercised 

28  by  the  board  of  commissioners  of  the  Golden  Gate  Authority. 

29  The  power  to  levy  and  collect  taxes  shall  cease  and  determine 

30  fortliwith  upon  the  payment  in  full  of  all  of  the  bonds  of  any 

31  existing  bridge  and  highway  district. 

32  27007.     It  is  hereby  found  and  determined  that  only  one 

33  district,  namely,  the  Golden  Gate  Bridge  and  Highway  Dis- 

34  trict,  has  ever  been  organized  under  or  now  exists  pursuant 

35  to  the  Bridge  and  Highway  District  Act.  All  powers,  duties, 
3G  rights,  and  functions  vested  in  the  Board  of  Dir(>ctors  of  the 

37  Golden  Gate  Bridge  and  Highway  District  are  hereby  trans- 

38  ferred  to  and  vested  in  the  Board  of  Commissio>iers  of  the 

39  Golden  Gate  Authority.  Title  to  the  Golden  Gate  Bridge  and 

40  to  all  propert.y,  moneys,  and  funds  of  the  Golden  Gate  Bridge 

41  and  Highway  Di-strict,  and  all  other  property,  real  or  per- 

42  sonal,  of  whatever  kind  or  character  now  under  the  jurisdic- 

43  tion  of  the  Board  of  Directors  of  the  Golden  Gate  Bridge  and 

44  Highway  District  are  hereby  transferred  to  and  vested  in  the 

45  Golden  Gate  Authority  as  of  the  effective  date  of  this  part. 
4G  27008.     So  long  as  any  bonds  of  the  Golden  Gate  Bridge 

47  and  Iliglnvay  District  are  outstanding  and  unpaid,  the  Board 

48  of   Commissioners   of   the   Golden   Gate   Authority   shall   per- 

49  form  all  of  the  duties  and  functions  imposed  upon  the  Board 

50  of  Directors  of  the  Golden  Gate  Bridge  and  Highway  District 

51  by  all  laws  in  existence  at  the  time  of  the  issuance  of  such 

52  bonds  for  the  protection  of  the  holders  of  such  bonds.  The 


FINAL  REPORT   ON   BAY   AREA   PROBLEMS  45 

1  Board  of  Commissioners  of  the  Golden  Gate  Authority  shall 

2  cause  taxes  to  be  levied  and  collected  for  the  payment  of  the 
-3  principal  of  and  interest  on  said  bonds  and  shall  cause  tolls 

4  to  be  levied  and  collected   for  the  use  of  the   Golden  Gate 

5  Bridji'e  in  the  same  manner  and  upon  the  same  conditions  as 

6  such  duties  were  imposed  upon  the  Board  of  Directors  of  the 

7  Golden  Gate  Bridge  and  Highway  District  pursuant  to  the 
S  Bridge  and  Highway  District  Act. 

9  27009.     All  provisions  oi  the  Bridge  and  Highway  District 

10  Act  authoriiiing  the  collection  of  tolls  on   the   Golden  Gate 

11  Bridjre  and  the  levy  and  collection  of  taxes  for  the  payment 

12  of  the  principal  of  and  interest  on  the  bonds  of  said  Golden 
18  Gate  Biidge  and  Highway  District  shall  continue  to  remain 

14  in  full  force  and  effect  until  all  of  the  bonds  of  the  Golden 

15  Gate  Bridge  and  Highway  District  shall  have  been  fully  paid 
IG  and  retired^  except  that  all  such  prbvisions  shall  be  exercised 

17  by  the  Board  of  Commissioners  of  the  Golden  Gate  Authority. 

18  The  Board  of  Directors  of  the  Golden  Gate  Bridge  and  High- 

19  way  District  shall  have  no  further  authority  nor  shall  it  exer- 

20  cise  any  functions  or  control  over  the  Golden  Gate  Bridge  or 

21  the  moneys,  funds  or  other  properties,  real  or  personal,  of  the 

22  Golden  Gate  Bridge  and  Highway  District. 

23  27010.     This  part  is  passed  in  conformity  with  the  legis- 

24  lative  determination  that  the  control,  maintenance,  operation, 

25  and  financing  certain  traiisportation  and  port  facilities  in  the 

26  San  Francisco  Ba}'  area,  including  all  toll  bridges,  port  and 

27  harbor  facilities  and  airports  should  be  vested  in  one  central- 

28  ized  jurisdiction.  To  that  end  the  Legislature  has  created  the 

29  Golden  Gate  Authority.  The  creation  of  the  Golden  Gate  Au- 

30  thority  constitutes,  in  the  considered  jud^nent  of  the  Legis- 

31  lature  of  the  State  of  California,  the  most  practical  and  effi- 

32  cient  means  of  consolidating  in  the  San  Francisco  Bay  area 

33  certain  facilities  necessary  for  the  promotion  and  development 

34  of  transportation  and  port  activities.  It  is  recognized  by  the 

35  Legislature  that  all  such  existing  facilities  cannot  for  various 
3G  reasons    be    simultaneously    acquired    or    transferred    to    the 

37  Golden  Gate  Authority  and  certain  of  the  facilities  must  be 

38  progressively  transferred  to  protect  the  rights  of  the  holders 

39  of  outstanding  bonds,  to  comply  with  existing  federal  legisla- 

40  tion,  and  to  enable  local  political  subdivisions  to  take  the  neces- 

41  sary  steps  to  effect  the  legal  transfer  of  their  facilities  to  the 

42  Golden   Gate   Authority.    The   transfer   of   the    Golden   Gate 

43  Bridge  from  the  Golden  Gate  Bridge  and  Highway  District 

44  to  the  Golden  Gate  Authority  is  one  step  in  this  essential  pro- 

45  gram.  It  is  determined  advisable  that  this  part  shall  not  be 
4G  effective  and  that  the  directors  of  the  Golden  Gate  Bridge 

47  and  Highway  District  shall  continue  to  operate  the  Golden 

48  Gate  Bridge  until  such  time  as  funds  sufficient  to  satisfy  all 

49  outstanding  general   obligation  bonds  of  such   district  shall 

50  have  been  deposited  in  trust  and  all  counties  within  such  dis- 

51  triet  shall  have  been  reimbursed  for  taxes  paid  to  such  district 

52  for  district  purposes.  Until  such  time  the  directors  of  such 
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1  district  shall  consult  with  and  obtain  the  advice  and  confirma- 

2  tion  of  the  Golden  Gate  Authority  with  respect  to  expendi- 

3  tures  of  district  revenues,  changes  in  tolls  and  the  setting  aside 

4  of  cash  reserves  so  that  the  transfer  of  the  Golden  Gate  Bridge 

5  to   the   Golden   Gate   Authority   may  be   accoinplisjied   in   an 

6  orderly  manner  and  at  the  earliest  practicable  dnte.  This  part 

7  shall  be  liberally  construed  to  carry  out  its  object  and  purpose 

8  and  the  intent  of  the  Legislature. 

9  Sec.  4.     Section  30001  of  the  Streets  ajid  Highways  Code 

10  is  amended  to  read : 

11  30001.     It  is  the  policy  of  the  State  to  acquire  and  own  all 

12  toll  bridges  situated  upon  or  along  any  part  of  the  highways  of 

13  the  State,  and  ultimately  to  eliminate  all  toll  charges  thereon, 

14  except  that  this  policy  sliall  not  apply  to  a  toll  bridge  connect- 

15  ing  any  two  points  both  of  which  are  situatetl  within  the  juris- 

16  diction  of  the  Golden  Gate  Authority  cheated  by  Chapter  1 

17  (commencing  at  Section  67000)  of  Title  7.5  of  the  Government 

18  Code. 

19  Sec.  5.     Section  30001.1  is  added  to  the  Streets  and  High- 

20  ways  Code,  to  read  : 

21  30001.1.     It  is  the  declared  public  policy  of  the  State  of 

22  California  to  stimulate  the  maximum  use  of  the  transporta- 

23  tion  and  port  facilities  in  and  about  the  San  Francisco  Bay 
2-1  area  in  order  to  foster  and  develop  international  and  other 

25  trade  for  the  benefit  of  the  entire  State  and  to  co-ordinate  the 

26  flow  of  traffic  over  existing  and  future  bridges  and  other  cross- 

27  ings  in  the  San  Francisco  Bay  area  with  existing  and  future 

28  harbor  and  port  developments  and  facilities  and  airports  in 

29  the  San  Francisco  Bay  area.  San  Francisco  Bay  is  one  of  the 

30  finest  harbors  in  the  world  and  its  geographical  situation  is 

31  one  which  necessitates  the  unification  of  these  facilities.  This 

32  can  only  be  accomplished  by  a  uniform,  co-ordinated  opera- 

33  tion  which  will  produce  the  maximum  efficiency  in  the  opera- 

34  tion  of  these  facilities.  It  is  in  the  public  interest  to  consoli- 

35  date  various  functions  now  in  the  hands  of  state  and  local 

36  agencies  in  a  single  authority  which  will  operate  and  function 

37  throughout  the   San  Francisco  Bay  area.   Extensive   studies 

38  and  survej^s  have  been  made  at  considerable  cost  to  determine 

39  the  most  practicable  and  feasible  method  of  providing  for  the 

40  co-ordination   and  unification   of   various   transportation   and 

41  port  facilities  now  in  the  hands  of  state  and  local  agencies  in 

42  the  San  Francisco  Bay  area.  As  a  result  of  the  surveys  and 

43  studies  the  Legislature  is  convinced  that  the  development  of 

44  transportation  and  i)ort  activities  can  best  be  furthered  by 

45  the  creation  of  a  single  authority  equipped   with   adequate 

46  powers  to  acquire,  manage  and  operate  certain  existing  facil- 

47  ities  and  to  finance  the  cost  of  construction  of  new  and  addi- 

48  tional  facilities  and  necessary  betterments  and  improvements 
4!)  in  the  San  Franci.sco  Bay  area.  To  that  end  the  Legislature 

50  has   created    the    Golden    Gate    Authority    under   the    Golden 

51  Gate    Auth.ority    Act    (('hapter    1    (commencing    at    Section 

52  67000)  of  Title  7.5  of  t)ie  Government  Code). 
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1  Sec.  6.     Section  30001.5  is  added  to  the  Streets  and  High- 

2  ways  Code,  to  read: 

3  30001.5.     Except  as  expressly  provided  by  law  with  respect 

4  to  bridges  under  the  jurisdiction  of  the  Golden  Gate  Author- 

5  ity,   the  powers,  functions,  or  duties  of  the  Department  of 

6  Public  Works  with  respect  to  the  care,  maintenance,  or  con- 

7  struction  of  hij^liways  within  the  San  Francisco  Bay  area  or 

8  elsewhere  as  may  be  provided  by  law,  and  the  rights,  duties, 

9  powers,  and  functions  of  the  Department  of  Public  Works 

10  or  the  California  Highway  Commission  with  respect  to  the 

11  construction,    care,    or    maintenance    of    approaches    to    any 

12  bridges  or  highway  crossings  within  the  San  Francisco  Bay 

13  area  as  may  now  or  hereafter  be  provided  by  law,  are  not 

14  limited  or  restricted. 

15  Sec.  7.     Section  30001.7  is  added  to  the  Streets  and  High- 

16  ways  Code,  to  read : 

17  30001.7.     Nothing  contained  in  any  provision  of  law  rela- 

18  tive  to  the  jurisdiction  of  the  Golden  Gate  Authority  over 

19  toll  bridges  in  the  San  Francisco  Bay  area  shall  affect   or 

20  impair  the  rights,  powers,  privileges,  or  duties  of  the  Cali- 

21  fornia  Toll  Bridge  Authority  outside  the  San  Francisco  Bay 

22  area  or  with  respect  to  any  toll  bridge  in  the  San  Francisco 

23  Bay  area  under  its  jurisdiction  until  the  transfer  thereof  to  the 

24  Golden  Gate  Authority. 

25  Sec.  8.     Article  1  (commencing  at  Section  30600)  of  Chap- 

26  ter  2  of  Division  17  of  the  Streets  and  Highways  Code  is 

27  repealed. 

28  Sec.  9.     Article  1  (commencing  at  Section  30600)  is  added 

29  to   Chapter  2  of  Division  17  of  the  Streets  and  Highways 

30  Code,  to  read  : 

31 

32  Article  1.     San  Francisco-Oakland  Bay  Bridge 

33 

34  30600.     As  used  in  this  article : 

35  (a)   "Bay  Bridge"  means  that  certain  bridge  across  San 
3(;  Francisco   Bay   known   as   the    San   Francisco-Oakland   Bay 

37  Bridge  and  the  approaches  thereto,  as  now  constructed  and 

38  to  be  improved,  including  the  former  bridge  railway  terminal 

39  building  and  appurtenant  ramps  in  San  Francisco  presently 

40  being  rcponverted  for  a  bus  terminal. 

4;!^  (b)   "Golden  Gate  Authority"  means  the  authority  created 

42  pursuant  to  the  Golden  Gate  Authority  Act  (Chapter  1  (com- 

43  mencing  at  Section  67000)    of  Title  7.5  of  the  Government 

44  Code). 

45  30601.     The  Bay  Bridge  and  the  approaches  to  it  are  a 
4G  state  highway.  No  law  providing  that  state  highways  shall  be 

47  free  highways  affects  the  power  or  duty  of  the  proper  au- 

48  thority  to  fix  the  rates  of  toll  for  the  Bay  Bridge,  or  the 

49  power  and  duty  of  the  proper  authority  to  collect  the  tolls 

50  so  fixed  by  the  proper  authority  for  the  use  of  the  Bay  Bridge. 

51  Until  the  transfer  date  provided  in  Section  30602,  or  until 

52  the  federal  law  is  repealed  or  amended  to  permit  the  fixing  of 
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1  tolls  on  the  Bay  Bridge  by  the  Golden  Gate  Authority,  whieh- 

2  ever  occurs  later,  such  tolls  shall  continue  to  be  fixed  by  the 
8  California  Toll  Bridjre  Authority  at  substantially  the  same 

4  rates  as  in  effect  January  1,  1959.  If  the  transfer  date  occurs 

5  before  such  repeal  or  amendment  of  the  federal  law,  the  tolls 
I)  so  fixed  shall  be  collected  by  the  Golden  Gate  Authority  from 

7  and  after  the  transfer  date  and  until  such  repeal  or  amend- 

8  ment  of  the  federal  law.  After  the  transfer  date,  or  after  such 

9  repeal  or  amendment  of  the   federal  law,   Avhichever   occurs 

10  later,  the  Golden  Gate  Authority  shall  fix  the  rates  of  toll  for 

1 1  the  Bay  Bridge  without  reference  to  the  provisions  of  any  law 

12  other  than  the  Golden  Gate  Authority  Act. 

];^  80002.     Eirortive  at  12.01  a.m.,  July  1,  I960,  hereinafter  in 

1-1  this  article  referred  to  as  the  "transfer  date,"  title  to  and 

^7)  possession  of  the  Bay  Bridge  is  transferred  to  the  Golden  Gate 

IG  Authority,  whidi  sluill  assume  and  carry  out  all  then  existing 

17  contracts  relating  to  the  Bay  Bridge.  Thereafter,  the  Golden 

18  Gate  Authority  shall  permanently  maintain  and  operate  the 

19  Bay  Bridge  as  a  state  highway  in  such  a  manner  that  the 

20  physical  condition  and  operating  efficiency  thereof  shall  be  of 

21  the  highest  character.   The  cost  of  maintenance  of  the  Bay 

22  Bridge,  and  all  other  bridges  at  any  time  under  the  jurisdic- 

23  tion  of  the  Golden  Gate  Authority,  shall  be  paid  out  of  avail- 

24  able  money  to  the  same  extent  as  is  now  provided  by  Section 

25  188.3,  and  the  Golden  Gate  Authority  shall  be  reimbursed  out 
2G  of  such  money  monthly  for  all  expenditures  made  by  it  for 

27  such  maintenance.  All  claims  for  such  reimbursement  shall  be 

28  reported  on  hy  the  Department  of  Puhlie  Works  and  shall  be 

29  subject  to  audit  and  approval  by  the  Director  of  Finance. 

80  30604.     As  of  the  transfer  date  all  employees  of  the  Divi- 

31  sion  of  San  Francisco  Bay  Toll  Crossings  of  the  Department 

32  of  Public  Works,  and  all  other  employees  of  the  Department 

33  of  Public  Works  whose  duties  relate  priinarily  to  the  opera- 

34  tion  or  maintenance  of  the  Bay  Bridge,  shall  be  transferred 

35  to,  and  shall  become  emplo^-ees  of,  the  Golden  Gate  Authority, 

36  subject  to  Sections  67116  aiul  67117  of  the  Government  Code. 

37  30605.     The   Department   of   Public   Works,   prior   to   the 

38  transfer  date,  is  authorized  to  continue  to  make  such  revisions 

39  of,  and  improvements  or  alterations  to,  the  Bay  Bridge,  its 

40  approaclies,   connections  and  other  appurtenances,   iucluding 

41  the  terminal  building  in  San  Francisco,  as  are  deeuied  neces- 

42  sary  or  desirable  to  permit  the  use  of  the  entire  Bay  Bridge 

43  for  traffic,  in  accor<,lance  with   the  plans,  specifications  and 

44  drawings  heretofore  and  hereafter  prepared  by  the  Depart- 

45  ment  of  Public  Works  in  connection  with  such  existing  im- 

46  provements.  Such  revisions  may  include  work  necessary  for 

47  tlie  routing  of  traffic  in  one  direction  on  each  deck  of  tlie  Bay 

48  Bridge.  From  and  after  the  transfer  date  all  jurisdiction  of 
40  the  Department  of  Public  Works  over  the  Bay  Bridge  shall 
.70  cca.sc  and  determine,  and  all  subsequent  improvements  thereto 
r,l  shall  be  made  by  the  Golden  Gate  Authority,  but  all  then 
52  existing  contracts  for  such  work  and  improvement  shall  be 
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1  assumed  and  carried  out  by  the  Golden  Gate  Authority.  The 

2  Golden  Gate  Authority  shall  at  all  times  cause  the  Bay  Bridge 

3  to  comply  with  all  lawful  orders  of  the  United  States  Secre- 

4  tary   of   the   Army,   the   Chief   of   Engineers   of   the   United 

5  States  Army,  and  any  other  governmental  agency  or  authority 
C)  having  jurisdiction. 

7  30606.     All  existing  insurance  on  the  Bay  Bridge  sliall  be 

8  continued  until  the  transfer  date.  After  the  transfer  date,  the 

9  Golden  Gate  Authority  shall  cause  the  Bay  Bridge  and  struc- 

10  tures  on  approaches  to  be  insured  against  all  risks  to  such 

11  extent  as  it  deems  necessary,  and  shall  provide  such  insurance 

12  as   may  be   required  by   any   bond   indenture   hereafter   au- 

13  thorized  by  the  Golden  Gate  Authority.  The  proceeds  of  such 

14  insurance  shall  be  applied  as  provided  in  such  bond  indenture. 

15  30607.     As  soon  after  the  effective  date  of  this  article  as  it 

16  ma}'-  lawfully  do  so  under  federal  law,  the  Golden  Gate  Au- 

17  thority  may,  if  it  finds  it  to  be  feasible  and  practicable,  issue 

18  bonds  in  a  sufficient  amount  to  refund  or  retire  any  or  all  of 

19  the  presently  outstanding  bonds  of  the  California  Toll  Bridge 

20  Authority  secured  by   the   revenues   of   any   toll   bridges   or 

21  highway  crossings  within  the  San  Francisco  Bay  area.  The 

22  bond  indenture  providing  for  such  authorization  of  bonds  by 

23  the  Golden  Gate  Authority  may  authorize  the  pledging  of  all 

24  or  any  part  of  the  tolls  or  other  revenues  received  from  the 

25  use  and  operation  of  any  existing  bridges  within  the   San 

26  Francisco  Bay  area,  and  any  additional  bridges  or  crossings 

27  to  be  constructed  across  San  Francisco  Bay,  and  in  addition 
2^  all  revenues,  tolls,  rents,  fees  and  other  charges  from  any 
29  other  facilities,  then  or  thereafter  owned  or  operated  by  the 
3Q  Golden  Gate  Authority  within  the  San  Francisco  Bay  area, 
3-]^  but  only  upon  such  terms  and  conditions  and  for  such  use 

32  and  purposes  as  may  be  authorized  by  the  Golden  Gate  Au- 

33  thority  Act  and  subject  to  the  terms  of  such  bond  indenture. 
3^  30608.  Commencing  at  the  time  or  times  provided  in  Sec- 
35  tion  30601,  and  pending  the  issuance  of  such  refunding  bonds, 
3(j  the  Golden  Gate  Authority  shall  continue  to  fix  and  collect 
3-  tolls  upon  the  Bay  Bridge  at  such  rates  and  in  such  amounts 
og  as  it  shall  determine,  and  the  revenues  therefrom  shall  be  used 
39  and  applied  as  the  Golden  Gate  Authority  in  its  discretion 
^Q  may  deem  advisable,  subject  only  to  the  provisions  of  any 
^-j  then  existing  federal  law  and  the  Golden  Gate  Authority  Act. 

42  30609.     The  cost  of  maintenance  of  all  approaches  to  any 

43  bridge  or  other  highway  crossing  under  the  jurisdiction  of  the 

44  Golden  Gate  Authority  shall  be  paid  by  the  Department  of 

45  Public  Works  out  of  money  in  the  State  Highway  Fund 
4^  available  for  the  construction  of  state  highways,  prior  to  the 
47  allocation  of  money  between  county  groups  under  Section 
4g  188,  and  the  Golden  Gate  Authority  shall  not  be  required  to 

49  reimburse  the  State  Highway  Fund  for  any  sums  so  expended. 

50  30610.     For   the,  purposes   of   Sections   30602   and   30609, 

51  each  bridge  or  other  highway  crossing  at  any  time  under  the 

52  jurisdiction  of  the  Golden  Gate  Authority  shall  be  deemed  to 
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1  include  such  portions  of  the  approaches  thereto  as  are  included 

2  within  the  definition  set  forth  in  Section  23255  of  the  Vehicle 

3  Code  as  enacted  at  the  1959  Regular  Session  of  the  Legisla- 

4  ture;  provided,  that  the  approaches  to  the  Bay  Bridge  shall  be 

5  deemed  to  include  the  former  bridge  railway  terminal  building 

6  and  the  appurtenant  ramps  in  San  Francisco  presently  being 

7  reconverted   for  a   bus   terminal.    Such   portions   of   the   ap- 

8  ])roaches  so  deemed  to  be  included  in  each  such  bridge  or  other 

9  highway  crossing,  together  Avith  each  such  bridge  or  other  high- 

10  wa}^  crossing,  shall  be  maintained  by  the  Golden  Gate  Author- 

11  ity,  as  provided  by  Section  30602.  The  Department  of  Public 

12  Works  shall  furnish  to  the  Golden  Gate  Authority  detailed 

13  maps  showing,  as  to  each  such  bridge  or  other  highway  cross- 

14  ing,  the  approach  areas  included  within  such  definition,  and 

15  the  department  and  the  Golden  Gate  Authority  may  enter 

16  into  agreements  for  the  further  delineation  of  such  approach 

17  areas. 

18  30611.     Subject  only  to  federal  law,  the  Golden  Gate  Au- 

19  thority  may  use  any  tolls  or  revenues  from  the  Bay  Bridge 

20  for   the    purpose    of    acquiring,    constructing,    improving    or 

21  making  additions,  betterments  or  extensions  to  any  other  fa- 

22  cility  in  the  San  Francisco  Bay  area  to  be  acquired  or  con- 

23  structed  under  the  Golden  Gate  Authority  Act  or  for  any 

24  other  purpose  authorized  by  said  act. 

25  Sec.  10.     Article  2  (commencing  at  Section  30651)  of  Chap- 

26  ter  2  of  Division  17  of  the  Streets  and  Highways  Code  is  re- 

27  pealed. 

28  Sec.  11.     Article  5  (commencing  at  Section  30770)  is  added 

29  to  Chapter  2  of  Division  17  of  the.  Streets  and  Highways  Code, 

30  to  read : 

31  Article  5.     San  Mateo-Alameda  Bridges 
32 

33  30770.     As  used  in  this  article  : 

34  (a)   "San    Mateo-IIayward    Bridge"    means    that    certain 

35  existing  bridge  across  San  Francisco  Bay  between  the  County 

36  of  San  Mateo  and  the  County  of  Alameda,  having  its  western 

37  terminus  near  the  City  of  San  Mateo,  California. 

38  (b)   "Dumbarton    Bridge"    means    that    certain    existing 

39  bridge  across  San  Francisco  Bay  between  the  Connty  of  San 

40  Mateo  and  the  County  of  Alameda  and  soutli  of  the  San  Ma- 

41  teo-llayward  Bridge,   having   its   western   terminus   near  the 

42  City  of  Palo  Alto,  California. 

43  (c)   "Golden  Gate  Authority"  means  the  autliority  created 

44  pursuant    to    the    Golden    Gate    Authority    Act    (Chapter    1 

45  (commencing  at  Section  67000)  of  Title  7.5  of  the  Government 

46  Code). 

47  30771.     Except  as  provided  in  Sections  30778  and  30779, 

48  effective    at    12.01  a.m.,    July    1,    I960,    hereinafter    in    this 

49  article  referred  to  as  the  "transfer  date,"  title  to  and  posses- 

50  sion  of  the  San  Mateo-IIayward  Bridge  and  the  Dumbarton 

51  Bridge  shall  be  transferred  to,  and  all  jurisdiction  over  the 

52  same   shall  -be   vested    in,   the   Golden   Gate   Authority.    The 
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1  Golden    Gate    Authority    shall    assume    and    carry    out    all 

2  then  existinj]^  contracts  relating  to  either  of  the  brichj^es.  From 

3  and  after  the  transfer  date,  a  Golden  Gate  Authority  sliall 

4  collect  tolls  for  the  use  of  the  bfidges  and,  subject  to  the  liinita- 

5  tions  of  Sections  30774,  3077,'3,  and  30777  and  the  provisions 

6  of  any  indenture,  may  use  and  apply  the  toll  revenues  of  the 

7  bridges,  as  the  Golden  Gate  Auiliority  nuiy  deem  advisable, 

8  for  any  purposes  authorized  in  the  Golden  Gate  Autliority  Act. 

9  30772.     Until  the  transfer  date,  the  California  Toll  Bridge 

10  Authority  shall  continue  to  collect  tolls  on  the  bridges  and 

11  the  Department  of  Public  Works  shall  continue  to  opei'ate  and 

12  maintain  the  bridges  in  all  respects  as  now  provided  by  law. 

13  30773.     As  of  the  transfer  date  all  employees  of  the  Depart- 

14  ment  of  Public  Works  whose  duties  relate  primarily  to  the 

15  operation  or  maintenance  of  the  bridges,  or  either  of  them, 
"16  shall  be  transferred  to,  and  shall  become  employees  of,  the 

17  Golden  Gate  Authority,  subject  to  Sections  67116  and  67117 

18  of  the  Government  Code. 

19  30774.     If  the  California  Toll  Bridge  Authority,  prior  to 

20  the  transfer  date,  issues  any  bonds  for  the  purpose  of  obtain- 

21  ing  funds  to  modify,   improve,   reconstruct,   or  remodel  the 

22  San  Mateo-Hayward  Bridge,  or  any  bonds  secured  in  whole 

23  or  in  part  by  a  pledge  of  revenues  derived   from  the   San 

24  Mateo-Hayward  JBridge  or  the  Dumbarton  Bridge,  such  bonds 

25  and  the  resolution  authorizing  their  issuance  shall  specifically 

26  provide  that,  without  the  consent  of  any  holder  of  such  bonds 

27  or  any  appurtenant  coupons,  both  such  bridges  may  be  trans- 

28  ferred  to  the  Golden   Gate  Authority  and  that,  upon   such 

29  transfer,  the  Golden  Gate  Authority  shall  be  substituted  in 

30  the   place   of  the   California  Toll  Bridge   Authority   as   the 

31  obligor  with  respect  to  such  bonds,  and  shall  succeed  and  be- 

32  come  subject  to  all  of  the  rights,  powers,  duties,  liabilities  and 

33  covenants  of  the  California  Toll  Bridge  Authority  set  forth 

34  in  such  bonds  and  in  the  resolution. 

35  30775.     Any  resolution  adopted  pursuant  to  Section  30774 

36  may   contain,   with   respect   to   initial   terms   and   conditions 

37  thereof  which  would  become  inappropriate  upon  such  substi- 

38  tution    and    succession,    other    terms    and    conditions    which, 

39  without  the  consent  of  any  holder  of  such  bonds  or  any  appur- 

40  tenant  coupons,  shall  take  effect  only  upon  such  substitution 

41  and  succession  and  shall  then  modify  or  replace,  in  force  and 

42  effect,  said  initial  terms  and  conditions.  No  such  resolution 

43  shall  so  provide  for  any  change  in  the  terms  and  conditions 

44  thereof  which,  in  the  judgment  of  a  majority  of  the  members 

45  of   the    California    Toll   Bridge    Authority,    would    adversely 

46  affect  the  rights  or  interests  of  the  holders  of  such  bonds  in 

47  any  material  re'spect. 

48  30776.     Tlie   board   of  commissioners  of  the   Golden   Gate 

49  Authority  shall,  by  resolution,  consent  to  all  of  the  provisions 

50  of  any  resolution  authorizing  the  issuance  of  bonds  as  pro- 

51  vided  in  Section  30774  and  to  such  substitution  and  succes- 

52  sion,  and  the  California  Toll  Bridge  Authority  and  the  Golden 
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1  Gate  Authority  shall  authorize  aud  require  such  consent  to  be 

2  suitably  evidenced  on  such  bonds. 

3  30777.     Any  resolution  adopted  pursuant  to  Section  30774 

4  shall  make  suitable  provisions  for  the  transfer,  at  the  time 

5  of  such  substitution  and  succession,  of:    (a)    all  funds  held 

6  for  the  modification,  reconstruction,  remodelini;,  improvement, 

7  operation,  or  maintenance  of  the  San  Mateo-IIayward  Bridge 

8  or   the   Dumbarton   Bi-idge,   or   otherwise   relating   to   either 

9  of  such  bridges;  and   (b)   all  funds  pledged  to  the  payment 

10  or  security  of  the  principal  or  interest  of  such  bonds,  so  that 

11  all  funds  so  pledged  shall  be  pfescrvod  for  the  benefit  and 
\'2  soi-nrity  of  the  holders  of  such  bonds. 

li?  3077*8.     Unless,  at  12.01  a.m.,  July  1,  1960,  any  indenture 

14  of  the  California  Toll  Bridge  Authority  under  whieli  bonds 

15  secured  by  revenues  of  said  bridges  are  now  outstanding  shall 

16  have  been  satisfied  and  discharged,  or  funds  suf^cient  to  sat- 

17  isfy  such  indenture  shall  have  been  deposited  in  trust  for  that 
IS  purpose,  the  bridges  shall  not  be  transferred  on  such  date,  and 

19  the  term  "transfer  date,"  wherever  used  in  this  article,  shall 

20  mean  a  date  established  pursuant  to  Section  30779. 

21  30779.     If  the  bridges  arc  not  transferred  on  July  1,  1960, 

22  the  Golden  Gate  Authority,-  by  a  resolution  adopted  by  its 

23  board  of  commissioners  after  consultation  with  the  California 
2-1  Toll  Bridge  Authority  and  the  Department  of  Public  Works, 

25  shall  establish  the  transfer  date  for  the  purposes  of  this  ar- 

26  tide.  Such  transfer  date  shall  be  a  date  not  earlier,  and  not 

27  more  than  40  days  later,  than  such  time  as  funds  suflficient 
23  to  satisfy  any  such  indenture  of  the  California  Toll  Bridge 

29  Authority  shall  have  been  deposited  in  trust  for  that  purpose. 

30  Except  for  such  change  in  the  transfer  date,  all  of  the  pro- 

31  visions  of  this  article  .shall  remain  in  full  force  and  effect. 

32  Sec.  12.     Article  6  (commencing  at  Section  30790)  is  added 

33  to  Chapter  2  of  Division  17  of  the  Streets  and  Highways  Code, 
;-]4  to  read : 

35  Article  6.     Richmond-San  Rafael  Bridge 

36 

37  30790.     As  used  in  this  article : 

38  (a)   "Richmond-San    Rafael    Bridge"   means   that   certain 

39  existing  bridge  across  San  Francisco  Bay  between  the  County 

40  of  Contra  Costa  and  the  County  of  Marin. 

41  (b)   "Golden  Gate  Authority"  means  the  authority  created 

42  pursuant  to  the  Golden  Gate  Authority  Act  (Chapter  1  (com- 

43  mencing  at  Section  67000)    of  Title  7.5  of  the  Government 

44  Code). 

-45  30791.     As  of  the  transfer  date  established  pursuant  to  Sec- 

46  tion  30794,  title  to  and  possession  of  the  Richmond-San  Rafael 

47  Bridge  shall  be  transferred  to,  and  all  jurisdiction  over  the 

48  same  .shall   be   ve.sted   in,   the   Golden    (}ate   Authority.    The 

49  Golden  Gate  Autliority  .shall  assume  and  carry  out  all  then 

50  existing  contracts  relating  to  the  bridge.  From  aud  after  the 

51  traiLsfcr  date,  the  Golden  Gate  Authority  shall  collect  tolls  for 
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1  the  use  of  the  bridge  for  such  uses  and  purposes  as  the  Golden 

2  Gate  Authority  may  deem  advisable,  and  the  toll  revenues  of 

3  the  bridge  need  not  be  applied  solely  to  the  uses  and  purposes 

4  of  the  bridge,  but  may  be  used  and  applied  by  the  Golden  Gate 

5  Authority,  subject  to  the  provisions  of  any  indenture,  for  any 

6  purposes  authorized  in  the  Golden  Gate  Authority  Act. 

7  30792.     Until  the  transfer  date  established  pursuant  to  Sec- 

8  tion  30794,  the  California  Toll  Bridge  Authority  shall  continue 

9  to  collect  tolls  on  the  bridge  and  the  Department  of  Public 

10  Works  shall  continue  to  operate  and  maintain  the  bridge  in 

11  all  respects  as  now  provided  by  law. 

12  30793.     As  of  the  transfer  date  established  pursuant  to  Sec- 

13  tion  30794,  all  employees  of  the  Department  of  Public  Works 

14  whose  duties  relate  primarily  to  the  operation  or  maintenance 

15  of  the  Richmond-San  Rafael  Bridge  shall  be  transferred  to, 

16  and  shall  become  employees  of,  the  Golden  Gate  Authority, 

17  subject  to  Section  67116  and  67117  of  the  Government  Code. 

18  30794.     The  Golden  Gate  Authority,  by  a  resolution  adopted 

19  by  its  board  of  commissioners  after  consultation  with  the  Cali- 

20  fornia  Toll  Bridge  Authority  and  the  Department  of  Public 

21  Works,  shall  establish  the  transfer  d^ate  for  the  purposes  of 

22  this  article.  Such  transfer  date  shall  be  a  date  not  earlier,  and 

23  not  more  than  40  days  later,  than  such  time  as  funds  sufficient 

24  to    satisfy    any    indenture    of    the    California    Toll    Bridge 

25  Authority,  under  which  bonds  secured  by  revenues  of  said 

26  bridge  are  then  outstanding,  shall  have  been  deposited  in  trust 

27  for  that  purpose. 

28  Sec.  13.     Upon  the  transfer  dates  specified  in  Articles  1 

29  (commencing  at   Section  30600),  4   (commencing  at   Section 

30  30750),  5  (commencing  at  Section  30770),  and  6  (commencing 

31  at  Section  30790)  for  the  transfer  of  the  San  Francisco-Oak- 

32  land  Bay  Bridge,  the  San  Mateo-Hayward  Bridge  and  the 

33  Dumbarton  Bridge,  and  the  Richmond-San  Rafael  Bridge  to 

34  the  Golden  Gate  Authority,  all  funds  then  held  by  the  State 

35  Treasurer  in  respect  to  the  bridge  or  bridges  transferred  shall 

36  be  forthwith  transferred  to  the  Golden  Gate  Authority. 

37  Sec.  14.     Sections  2  and  3  of  this  act  shall  take  effect  on  a 

38  date  to  be  established  by  the  Golden  Gate  Authority  by  a 

39  resolution  adopted  by  its  board  of  commissioners.  Said  elate 

40  shall  be  a  date  not  earlier  and  not  more  than  40  days  later 

41  than  such  time  as  each  county  member  of  the  Golden  Gate 

42  Bridge  and  Highway  District  has  been  reimbursed  for  the 

43  amount  of  all  taxes  levied  and  collected  by  such  ^county  and 

44  paid  to  the  district  for  district  purposes,  and  funds  sufficient 

45  to   satisfy   all   outstanding   general   obligation   bonds   of   the 

46  Golden  Gate  Bridge  and  Highway  District  shall  have  been 

47  deposited  in  trust  for  that  purpose. 
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LEGISLATIVE  COUNSEL'S  OPINION 

Office  of  Legislative  Counsel 

Sacramento,  California,  December  31,  1957 

Senator  John  F.  McCarthy 

711  D  Street,  San  Rafael,  California 

San  Francisco  Bay  Port  Authority — #771 

Dear  Senator  McCarthy  :  You  have  asked  several  questions  relat- 
ing to  the  power  of  the  Legislature  to  provide  by  statute  for  the  com- 
bination of  certain  San  Francisco  Bay  area  transportation  facilities 
into  a  single  agency  similar  to  the  Port  of  New  York  Authority.  The 
counties  involved  would  be  San  Francisco,  Alameda,  Contra  Costa, 
Marin,  and  San  Mateo.  The  following  transportation  facilities  would 
be  involved : 

A.  Ports 

1.  The  Port  of  San  Francisco 

2.  The  Port  of  Oakland 

3.  The  Port  of  Richmond 

B.  Airports 

1.  San  Francisco  International  Airport 

2.  Oakland  Municipal  Airport 

C.  Bridges 

1.  Golden  Gate  Bridge  District 

2.  San  Francisco-Oakland  Bay  Bridge 

3.  Richmond-San  Rafael  Bridge 

4.  Dumbarton  Bridge 

5.  San  Mateo-Hayward  Bridge 

The  questions  you  have  asked  are  set  forth  and  answered  in  series 
below. 

QUESTION  No.   1 

Does  the  Legislature  have  power  to  create  such  an  authority  by  stat- 
ute ;  may  it  be  an  independent  state  agency ;  and  ma,y  enabling  legisla- 
tion be  enacted  to  authorize  local  governmental  agencies  to  form  such 
an  authority? 

OPINION  No.  1 

In  our  opinion  the  Legislature  may  create  such  an  autliority,  either 
as  an  independent  state  agency  or  by  an  enabling  act  authorizing  exist- 
ing local  governmental  entities  to  enter  into  contractual  relationships 
to  form  such  an  authority. 
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ANALYSIS  No.   1 
A.  Port  of  New  York  Authority 

The  Port  of  New  York  Authority  is  a  bi-state  aj^eney  including  ter- 
ritory and  facilities  in  the  States  of  New  York  and  New  Jersey.  It  was 
established  in  1921  pursuant  to  a  compact  entered  into  between  the 
two  states  which  was  approved  by  (-ongress  and  supplemented  by 
statutory  enactments  in  both  states  (Chapter  154,  Laws  of  New  York, 
1921 ;  Chapter  151,  Laws  of  New  Jersey,  1921 ;  Joint  Resolution  of 
Congress,  August  23,  1921,  42  Stat.  L.  174,  67th  Congress,  First  Ses- 
sion). The  1921  compact  was  based  on  the  stated  belief  contained  in  the 
preamble  to  the  above  cited  acts  that  "a  better  co-ordination  of  the 
terminal,  transportation  and  other  facilities  of  commerce  in,  about  and 
through  the  Port  of  New  York,  will  result  in  great  economies  bene- 
fiting the  Nation,  as  well  as  the  States  of  New  York  and  New  Jersey." 
The  compact  and  the  statutes  implementing  it  established  a  Port  of 
New  York  District  encompassing  an  area  roughly  within  a  25-mile 
radius  of  the  Statue  of  Liberty.  The  Port  of  New  York  Authority 
is  the  administrative  agency  for  the  district. 

The  first  duty  of  the  authority  was  to  prepare  a  comprehensive  plan 
for  the  development  of  the  facilities  of  the  port  area.  In  1922  this  plan 
was  approved  by  the  Legislatures  of  the  two  states  (Ch.  43,  Laws  of 
New  York,  1922;  Ch.  9,  Laws  of  New  Jersey,  1922).  The  plan  was 
directed  toward  the  reorganizing  and  improving  of  facilities  of  com- 
merce with  the  purpose  of  unifying  terminal  operations,  consolidating 
shipment,  and  providing  of  direct  routing  of  commodities,  union  ter- 
minals, and  integrating  facilities.  The  authority  is  a  public  corpora- 
tion directed  by  a  12-man  commission,  six  of  whom  are  appointed  from 
each  state  by  the  governor  on  advice  and  consent  of  the  Senate.  The 
commissioners  do  not  receive  any  salary. 

The  commission  has  various  statutory  powers.  For  example,  it  may 
intervene  in  any  proceeding  affecting  the  port  district ;  it  may  appoint 
officers  and  employees ;  it  may  purchase,  lease,  hold,  and  own  real  and 
personal  property;  and  it  may  charge  for  the  use  of  its  facilities.  The 
commissioners  who  constitute  the  port  authority  act  as  a  board. 

The  original  powers  of  the  authority  were  enlarged  in  1947  by  legis- 
lation authorizing  the  port  authority  to  acquire  and  operate  air  ter- 
minals. 

The  authority  has  no  power  to  levy  taxes  or  assessments,  but  may 
raise  necessary  funds  by  issuance  of  tax  exempt  bonds.  The  authority 
has  the  power  to  condemn  private  property,  but  may  not  take  property 
held  by  either  state  or  any  municipality  without  the  consent  of  such 
state  or  municipality. 

Property  of  the  authority  is  immune  from  local  taxes.  However,  it 
has  been  authorized  to  make  payments  to  local  authorities  in  lieu  of 
taxes  on  its  property. 

Under  the  original  compact,  the  authority  was  given  full  power  to 
purchase,  construct,  lease  or  operate  any  terminal  or  transportation 
facility,  including  but  not  limited  to  railroads,  motor  trucks,  tunnels, 
bridges,  boats,  ferries,  harbor  craft  of  any  kind,  or  aircraft  suitable 
for  harbor  service,  and  wharves,  piers,  slips,  quays,  docks,  drydocks, 
bulkheads,  basins,  grain  or  other  storage  elevators,  warehouses,  cold 
storage  plants,  tracks,  yards,  sheds,  switches  and  overhead  appliances. 
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Some  of  the  facilities  under  the  jurisdiction  of  the  port  authority 
are  owned  by  it  while  others  are  operated  by  the  authority  under 
agreements  with  local  governmental  entities. 

B.  Power  of  California  Legislature  io  Establish  an  Agency 
Similar  to  Port  of  New  York  Authority 

We  believe  the  California  Legislature  has  the  power  to  establish  a 
governmental  agency  in  California  essentially  similar  to  the  Port  of 
New  York  Authority,  either  by  an  act  directly  establishing  such  an 
agency  or  by  enabling  legislation  pursuant  to  which  existing  local 
agencies  in  the  San  Francisco  Bay  area  would  be  authorized  to  contract 
with  each  other  for  the  formation  of  such  an  entity.  Of  course,  the 
bi-state  feature  of  the  New  York  Authority  would  not  be  involved. 

The  Legislature  has  all  the  legislative  power  not  expressly  or  by 
necessary  implication  denied  to  it  by  the  Constitution.  Constitutional 
limitations  and  restrictions  are  to  be  construed  strictly  and  are  not  to  be 
extended  to  matters  not  covered  by  the  language  used  and  if  there  is 
any  doubt  as  to  the  Legislature's  power  to  act  in  any  given  case  the 
doubt  should  be  resolved  in  favor  of  the  Legislature's  action  {Collins  v. 
Rilcxj,  24  Cal.  2d  912;  Dean  v.  Kuchel,  37  Cal.  2d  97).  Further,  the 
courts  have  held  that  anyone  who  challenges  an  act  of  the  Legislature 
as  being  invalid  must  show  either  that  such  act  is  without  the  province 
of  legislation  or  that  the  particular  subject  matter  of  that  act  has  been 
by  the  Constitution,  either  by  express  provision  or  by  necessary  implica- 
tion, withdrawn  by  the  people  from  consideration  by  the  Legislature. 
The  presumption  which  attends  every  act  of  the  Legislature  is,  that  it  is 
within  its  power ;  and  he  who  would  except  it  from  that  power  must 
point  out  the  particular  provision  of  the  Constitution  by  which  the  ex- 
ception is  made,  or  demonstrate  that  it  is  palpably  excluded  from  any 
consideration  whatever  by  that  body.  {In  re  Madera  Irrigation  District, 
92  Cal.  296,  at  p.  308) 

The  only  provisions  of  the  California  Constitution  which  might  be 
involved  in  the  creation  of  an  authority  of  the  type  here  considered 
would  be  the  so-called  "home  rule"  provisions  contained  in  Section  6  of 
Article  XL  Under  these  provisions  local  governments  have  authority  to 
make  and  enforce  laws  and  regulations  relating  to  matters  which  are 
"municipal  affairs."  As  to  such  matters,  local  regulations  are  superior 
to  the  provisions  of  a  state  statute  if  there  is  any  conflict  between  the 
two  {Pipoly  V.  Benson,  20  Cal.  2d  366,  369).  However,  where  a  matter 
is  of  statewide  concern,  local  regulations  upon  the  subject  may  be 
enforced  only  if  they  are  not  in  conflict  with  the  statutes  of  the  State 
(Calif.  Const.  Art.  XI,  Sec.  11;  in  Be  Porterfield,  28  Cal.  2d  91,  116). 
Thus,  where  a  matter  is  of  statewide  or  general  public  concern,  a 
state  law  may  be  passed  which  will  control  provisions  of  municipal 
charters  on  the  same  subject  {Cunningham  v.  Hart,  80  Cal.  App.  2d 
902). 

An  examination  of  the  cases  which  have  construed  and  interpreted 
the  meaning  of  the  section  of  the  Constitution  cited  above  relating  to 
the  subject  of  municipal  affairs  leads  us  to  tlie  conclusion  tliat  a  state 
law  establishing  an  overall  agency  for  the  co-ordination  and  consoli- 
dation of  the  operations  of  harbor  and  other  transportation  facilities  in 


FINAL   REPORT  ON   BAY   AREA   PROBLEMS  57 

the  Bay  area  in  the  nature  of  an  authority  similar  to  that  existing  for 
the  Port  of  New  York  would  be  held  by  the  courts  to  be  valid  legisla- 
tion upon  a  subject  of  general  statewide  concern  (see  cases  collected 
in  West's  Annotated  California  Constitution,  Vol.  2,  pp.  539-557). 

C.  Examples  of  Legislation  Which  hAighf  Be  Enacted  to  Establish  an 
Agency  Similar  to  the  Port  of  New  York  Authority 

An  example  of  the  type  of  legislation  which  might  be  enacted  to 
establish  an  authority  for  the  San  Francisco  Bay  area  similar  to  the 
Port  of  New  York  Authority  is  Assembly  Bill  No.  1769  of  the  1955 
Regular  Session  of  the  Legislature.  This  bill  would  have  aded  Title 
7.5  to  the  Government  Code  to  establish  the  San  Francisco  Bay  Area 
Authority;  to  prescribe  its  powers  and  duties;  and  to  make  an  appro- 
priation therefor.  Under  this  bill  the  authority  would  have  consisted 
of  two  members  each  from  the  City  and  County  of  San  Francisco ;  and 
from  the  County  of  Alameda,  and  one  member  each  from  the  Counties 
of  Santa  Clara,  San  Mateo,  Contra  Costa,  Solano,  Napa,  Sonoma,  and 
Marin.  The  primary  purpose  of  the  authority  would  have  been  to 
acquire,  or  to  construct,  or  to  operate,  public  works  or  facilities  neces- 
sary or  useful  for  the  development  of  the  San  Francisco  Bay  area  which 
appeared  necessary  or  desirable  to  be  acquired,  constructed,  or  operated 
by  a  public  agency,  and  which  could  not  be  conveniently  or  economically 
acquired,  constructed,  or  operated  by  any  existing  public  agency  of  that 
region  or  which  for  any  reason  could  best  be  acquired,  constructed,  or 
operated  by  the  authority. 

The  authority  would  have  been  given  the  right  under  the  bill  to  take 
by  eminent  domain  any  property  necessary  to  carry  out  its  purposes, 
except  that  it  would  not  have  been  authorized  to  take  any  property 
by  eminent  domain  belonging  to  the  State,  a  political,  subdivision,  a 
municipal  corporation,  or  a  district  being  used  for  a  public  purpose. 
However,  the  authority  would  have  been  authorized  to  contract  with 
any  city,  county,  district,  or  political  subdivision  to  do  anything  which 
the  authority  was  empowered  to  do,  and  the  local  agencies  would  have 
been  authorized  to  enter  into  agreements  with  the  authority  to  do  any- 
thing which  such  local  agencies  were  authorized  by  law  to  do. 

The  bill  contained  detailed  provisions  authorizing  the  issuance  of 
revenue  bonds.  It  also  provided  that  the  authority  would  succeed  to  all 
of  the  properties  and  all  the  powers  and  duties  of  the  California  Toll 
Bridge  Authority. 

Senate  Bill  No.  727  of  the  1957  Regular  Session  was  essentially  the 
same  bill  as  Assembly  Bill  No.  1769  of  the  1955  Regular  Session. 

Should  the  Legislature  desire  to  provide  for  the  formation  of  an 
agency  similar  to  the  Port  of  New  York  Authority  by  means  of  an 
act  authorizing  its  formation  through  action  of  the  local  agencies,  rather 
than  directly  creating  such  authority  in  the  act  itself,  a  bill  could  be 
drafted  which  would  authorize  its  formation. 

If  desired,  such  a  bill  could  provide,  among  other  things,  for  the 
establishment  of  such  an  authority  as  a  separate  and  individual  politi- 
cal corporate  entity  with  board  of  directors  appointed  by  the  legis- 
lative body  of  each  of  the  public  agencies  forming  such  an  authority 
The  bill  could  provide  for  the  negotiation  of  contracts  by  the  authority 
and  the  various  public  agencies  within  its  boundaries  for  the  purpose 
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of  maintenance  and  operation  of  piers,  docks,  wharves,  or  any  other 
facilities  which  might  be  used  to  promote  the  commerce,  navigation, 
and  other  transportation  activities  within  the  area.  The  powers  and 
duties  of  the  authority  could  be  spelled  out  in  detail. 

The  provisions  of  the  1947  act  establish ing  World  Trade  Center  Au- 
thorities for  San  Francisco  and  Tjos  Angeles  would  also  be  of  interest 
and  pertinent  to  any  study  of  a  proposal  to  create  a  San  Francisco 
Port  Authority  of  tlie  nature  discussed  herein  (Sh.  1508,  Stats.  1947). 

QUESTION   No.  2 

Could  an  existing  municipal  operation,  such  as  the  San  Francisco 
International  Airport,  be  taken  over  and  operated  by  such  an  authority, 
and  what  type  of  legislation  or  procedure  would  be  required? 

OPINION  No.  2 

AVe  believe  the  San  Francisco  International  Airport  could  be  oper- 
ated by  an  authority  similar  to  the  Port  of  New  York  Authority 
pursuant  to  legislation  of  the  type  discussed  under  Question  No.  1.  A 
contract  could  be  negotiated  between  the  City  and  County  of  San 
Francisco  and  the  authority-  providing  for  operation  of  the  airport 
by  the  authority  on  a  leiase  basis,  with  ownership  of  the  airport  re- 
m.aining  in  the  City  and  County  of  San  Francisco.  Another  method 
would  be  the  transfer  of  ownership  of  the  land  and  improvements  to 
the  authority. 

ANALYSIS  No.  2 

The  City  and  County  of  San  Francisco  is  authorized  by  its  charter 
to  lease,  sell  or  convey  real  and  personal  property  (Charter  of  the 
City  and  County  of  San  Francisco,  Sec.  2).  Under  this  authority  San 
Francisco  could  lease  or  convey  title  to  the  lands  and  facilities  of  the 
airport  \vhich  are  owned  by  it  to  an  authority  of  the  type  considered 
herein. 

If  an  authority  of  the  type  here  considered  were  to  be  established, 
and  if  it  were  desired  by  the  Legislature  that  the  title  to  the  property 
of  the  San  Francisco  Airport  remain  in  the  City  and  County  of  San 
Francisco,  legislation  could  be  enacted  pursuant  to  which  by  means  of 
a  contractual  relationship  in  the  nature  of  a  lease  between  the  City 
and  County  of  San  Francisco  and  the  authority,  the  operation  of  the 
airport  and  its  facilities  could  be  placed  under  the  jurisdiction  of 
the  authority,  with  ownership  remaining  in  the  City  and  County  of 
San  Francisco.  Likewise,  a  sale  could  be  negotiated  whereby  the  State 
would  obtain  title  to  the  property  in  return  for  the  payment  of  what- 
ever compensation  might  be  agreed  upon. 

A  .state  agency  under  appropriate  authority  and  circumstances  may 
take  municipal  property  through  the  exercise  of  the  power  of  eminent 
domain.  Under  .some  circumstances  the  taking  of  municipal  property 
by  the  State  may  be  effected  without  payment  of  compen.sation  to 
the  municipality  (Municipal  Law,  Khyne  (1957),  pp.  307,  308). 

Without  more  specific  and  detailed  information  relative  to  the  legal 
status  of  the  property  in  question  and  the  history  of  its  title  and  also 
the  exact  nature  of  the  proposed  use  by  the  State  of  the  i)roperty,  it 
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is  not  clear  whether  or  not  a  proposed  agency  such  as  considered  herein 
could  acquire  title  to  the  airport  without  a  grant  deed  from  the  City 
and  County  of  San  Francisco, 

QUESTION  No.  3 

Would  the  State  or  the  authority  be  required  to  assume  the  obliga- 
tion of  existing  San  Francisco  general  obligation  bonds  issued  and 
authorized  for  airport  development? 

OPINION  AND  ANALYSIS  No.  3 

We  do  not  believe  so.  General  obligation  bonds  are  secured  by  the 
taxing  power  of  the  entire  City  and  County  of  San  Francisco.  A  change 
in  the  ownership  or  operation,  or  both,  of  the  airport  would  make  no 
change  in  the  general  bonded  obligations  of  San  Francisco.  Conse- 
quently, there  would  appear  to  us  to  be  no  impairment  of  the  security 
of  the  bondholders  if  a  change  in  the  ownership  or  operation  of  the 
airport  should  be  achieved  by  one  of  the  methods  mentioned  herein, 
and  we  are  aware  of  no  legal  requirement  that  the  obligations  in  ques- 
tion be  assumed  by  the  State  or  any  of  its  agencies  in  the  event  of 
such  an  occurrence. 

QUESTION  No.  4 

What  legal  considerations  would  be  involved  in  the  assumption  of  the 
assets  and  operation  of  the  Golden  Gate  Bridge  and  Highway  District 
properties  by  the  State  or  an  agency  thereof? 

OPINION  AND  ANALYSIS  No.  4 

Inasmuch  as  the  Golden  Gate  Bridge  is  an  integral  link  in  the  high- 
way system  of  the  State,  joining  the  northern  and  southern  portions  of 
the  State,  and  thus  definitely  serves  a  state  purpose  {Golden  Gate 
Bridge  and  Highway  District  v.  Felt,  214  Cal.  308),  we  can  see  no 
constitutional  objection  to  the  State  taking  over  the  maintenance  and 
operation  of  the  bridge,  especially  if  the  costs  thereof  are  to  be  paid 
from  bridge  revenues  and  not  from  state  funds. 

The  only  rights,  if  any,  which  might  be  impaired  by  such  action  on 
the  part  of  the  State  are  those  of  the  holders  of  the  bonds  which  were 
issued  by  the  Golden  Gatie  Bridge  and  Highway  District  to  finance 
the  construction  of  the  Golden  Gate  Bridge.  Section  10  of  Article  I 
of  the  United  States  Constitution  and  Section  16  of  Article  I  of  the 
California  Constitution  prohibit  the  passage  of  any  law  impairing  the 
obligation  of  contracts.  Hence,  if  no  provision  were  made  to  protect 
the  security  of  the  bondholders,  either  by  continuing  the  power  to 
levy  taxes  in  the  present  district  or  by  providing  some  other  adequate 
security  in  the  event  the  revenues  of  the  bridge  are  inadequate  to  meet 
the  principal  and  interest  on  the  bonds,  these  constitutional  provisions 
would  be  violated.  {County  of  Los  Angeles  v.  RockJiold,  3  Cal.  2d  192, 
210;  Port  of  Mobile  v.  Watson,  116  U.  S.  289;  see  Anno.,  156  A.  L.  R. 
1264). 

It  should  be  noted  that  the  authority  of  the  existing  district  to 
levy  taxes  was  sustained  upon  the  theory  that  any  tax  was  not  an 
assessment  based  upon  a  benefit  derived  from  the  construction  of  the 
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bridge,  but  was  a  General  tax  imposed  for  carrying  on  the  govern- 
mental function  of  the  district  {Golden  Gate  Bridge,  etc.  v.  Felt,  214 
Cal.  308,  324).  If  the  net  result  of  a  transfer  of  the  maintenance  and 
operation  of  the  bridge  were  to  leave  the  district  as  a  taxing  district 
only,  without  governmental  functions,  the  result  might  Avell  be  that 
any  tax  imposed  would  be  unconstitutional  as  a  denial  of  due  process 
and  equal  protection  of  the  laws  to  the  property  owners  of  the  district 
(see:  Golden  Gate  Bridge,  etc.,  v.  Felt,  supra;  dissenting  opinion  of 
Preston,  J.,  p.  334).  Because  the  legal  result  might  depend  largely 
upon  the  scheme  of  reorganization  adopted,  this  possibility  is  expressed 
only  as  a  caveat  rather  than  as  a  definite  conclusion. 

In  connection  with  the  assumption  by  the  State  of  the  secondary 
obligation  to  pay  the  bonds  issued  to  finance  the  construction  of  the 
bridge,  two  clo.sely  related  constitutional  problems  arise.  First,  Section 
1  of  Article  XVI  of  the  California  Constitution  prohibits  the  Legisla- 
ture from  creating  a  debt  or  liability  of  the  State  which  singly  or  in 
the  aggregate  with  any  previous  debts  or  liabilities  exceeds  $300,000, 
unless  the  proposition  is  submitted  to  the  vote  of  the  people  and 
approved  by  a  majority  of  the  votes  cast  for  and  against  the  proposi- 
tion at  the  election.  Second,  Section  31  of  Article  IV  of  the  Constitution 
prohibits  the  Legislature  from  giving  or  lending  the  credit  of  the 
State  to  any  corporation,  municipal  or  otherwise,  or  from  pledging 
the  credit  of  the  State  for  the  payment  of  the  liabilities  of  any  munici- 
pal or  other  corporation.  The  first  constitutional  provision  merely  re- 
quires an  election  if  a  debt  or  liability  is  created  (and  since  the 
aggregate  of  all  debts  and  liabilities  of  the  State  far  exceeds  $300,000, 
the  creation  of  any  debt  or  liability  would  require  the  approval  of  the 
voters)  ;  the  second  would  completely  prohibit  the  attempted  giving, 
lending,  or  pledging  of  the  credit  of  the  State. 

The  validity  of  proposed  legislation,  by  which  the  State  would  assume 
a  contingent  liability  to  pay  the  principal  and  interest  of  bonds 
(whether  or  not  the  issuance  of  new  bonds  by  the  State  is  contem- 
plated), would  depend,  in  the  first  instance,  upon  whether  a  debt  or 
liability  of  the  State  has  been  created.  If  not,  then  there  would  be  no 
need  for  an  election  and  the  credit  of  the  State  would  not  be  pledged 
(People  v.  Pacheco  (1865),  27  Cal.  175;  and  see  Veterayis'  Welfare 
Board  v.  Jordan  (1922)  189  Cal.  124). 

The  exact  meaning  and  application  of  Section  1  of  Article  XVI  is 
not  clear  under  the  judicial  decisions  of  this  State.  However,  it  is  now 
established  that  a  debt  or  liability  within  the  meaning  of  that  section 
is  not  created  where  there  is  an  appropriation  made  for  the  payment 
of  the  total  amount,  even  though  the  appropriation  is  in  excess  of 
available  revenue  in  the  State  Treasury  (Riley  v.  Johnson,  219  Cal. 
513;  Riley  v.  Johnson,  6  Cal.  2d  529)  ;  and  it  is  also  clear  that  a  debt 
or  liability  within  the  meaning  of  the  section  is  not  created  by  a 
statute  which  assumes  an  obligation,  and  then  provides  a  special  fund 
for  the  payment  of  the  obligation  (In  re  California  Toll  Bridge  Author- 
ity, 212  Cal.  298;  California  Toll  Bridge  Authority  v.  Kelly,  218 
Cal.  7). 
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A  statute  could  be  framed  to  fall  within  either  of  these  judicially 
established  exceptions  to  Section  1  of  Article  XVI.  The  first  type 
would  require  an  immediate  appropriation  of  the  total  amount  of  the 
indebtedness,  and  the  second  would  re(|uire  the  sequestration  of  all 
bridge  tolls  for  the  payment  of  the  indebtedness  assumed  by  the  State 
without  a  pledge  of  the  general  credit  of  the  State. 

If  it  is  determined  that  no  "debt"  or  "liability,"  in  the  constitu- 
tional sense,  has  been  created  by  an  act,  then  there  is  no  problem  as 
to  giving,  lending,  or  pledging  the  credit  of  the  State,  as  prohibited 
by  Section  31  of  Article  IV  of  the  California  Constitution.  However, 
even  if  it  were  determined  that  a  "debt"  or  "liability"  was  created 
by  the  assumption  of  the  State  of  the  secondary  obligation  to  pay 
the  bonds  of  the  Golden  Gate  Bridge  and  Highway  District,  we  feel 
that  the  courts  would  hold  that  Section  31  of  Article  IV  was  not 
violated.  It  was  established  in  Veterans'  Welfare  Board  v.  Jordan, 
supra,  that  if  a  separate  and  distinct  public  purpose  was  being  served, 
the  fact  that  incidentally  the  credit  of  the  State  was  used  to  effectuate 
that  purpose  would  not  render  the  act  invalid  under  Section  31  of 
Article  IV.  There  can  be  no  doubt  that  in  taking  over  the  Golden  Gate 
Bridge  a  public  purpose  would  be  served  (Golden  Gate  Bridge  and 
Highway  District  v.  Felt,  supra)  and  the  pledging  of  the  credit  of 
the  State  by  assuming  a  contingent  liability  for  payment  of  bonds 
which  were  issued  to  originally  construct  the  bridge  would  appear  to 
be  but  an  incident  of  such  action  by  the  State.  We  believe  that,  in 
view  of  this,  the  pledging  of  the  credit  of  the  State  for  the  debts  of 
the  district  would  not  be  prohibited  by  Section  31  of  Article  IV. 
(See  also  Argyle  Dredging  Co.  v.  Chambers  (1919),  40  Cal.  App.  332; 
Reclamation  Board  y.  Chambers  (1920),  46  Cal.  App.  476;  Sacramento 
etc.  Drainage  Dist.  v.  Riley  (1926),  199  Cal.  668;  Reclamation  Board 
V.  Riley  (1930),  208  Cal.  661.) 

A  substitution  of  the  general  credit  of  the  State  for  the  liability  of 
land  in  a  specific  taxing  district  as  security  for  the  payment  of  the 
principal  and  interest  of  the  bonds  issued  by  the  district  to  finance  the 
construction  of  the  bridge  would  raise  the  question  of  a  possible  viola- 
tion of  the  obligation  of  contracts,  prohibited  by  Section  10  of  Article 
I  of  the  Federal  Constitution  and  Section  16  of  Article  I  of  the  Cali- 
fornia Constitution.  Where  the  resource  for  the  payment  of  the  bonds 
of  a  municipal  corporation  is  the  power  of  taxation  existing  when  the 
bonds  were  issued,  any  law  which  withdraws  or  limits  the  taxing 
power  and  leaves  no  adequate  means  for  the  payment  of  the  bonds  is 
forbidden  by  both  the  Federal  and  State  Constitutions  (Port  of  Mobile 
V.  Watson,  supra;  County  of  Los  Angeles  v.  Rockhold,  supra).  In  the 
present  instance,  if  the  taxing  power  of  the  entire  State  were  to  be 
substituted  for  the  taxing  power  of  a  district  comprising  but  a  small 
part  of  the  State,  we  believe  that  the  courts  would  find  an  adequate 
means  to  have  been  provided  for  the  payment  of  the  bonds. 

Very  truly  yours, 

Ralph  N.  Kleps 
Legislative  Counsel 


PART  I 

RECOMMENDATION  AND  CONCLUSION 

SUMMARY  OF  RECOMMENDATION 

1.  A  Golden  Gate  Authority  should  be  enacted  by  legislation  which 
would  provide  for  the  appointment  of  a  governing  commission.  The 
first  commission  should  be  appointed  by  the  Governor  for  a  period  not 
to  exceed  two  years.  The  authority  should  have  the  power  to  hire  its 
own  staff,  subject  to  civil  service  requirements  of  any  employees  trans- 
ferred to  the  authority  from  agencies  which  now  have  civil  service. 
While  the  authority  would  be  a  creature  of  the  Legislature,  it  should 
have  budgetary  freedom,  with  power  to  issue  its  own  revenue  bonds 
secured  by  the  revenues  of  each  facility.  It  should  not  have  the  powder 
of  taxation,  except  the  same  power  of  taxation  which  now  resides  in 
the  Golden  Gate  Bridge  and  Highway  District  if  the  Golden  Gate 
Bridge  is  transferred  to  the  authority. 

2.  The  authority  should  assume  the  operation  and  management  of 
state  toll  bridges  beginning  with  the  San  Francisco-Oakland  Bay 
Bridge.  Employees  of  the  State  Department  of  Public  Works  now  en- 
gaged in  the  operation  and  management  of  state  bridges  should  not  be 
transferred  to  the  authority  until  after  a  workable  plan  for  such 
transfer  has  been  worked  out  by  the  commission.  Ultimately  all  state 
toll  bridges  in  the  San  Francisco  Bay  area  should  be  transferred  to  the 
authority.  However,  the  Carquinez  Straits  and  Benicia-Martinez 
Bridges  occupy  a  somewhat  unique  position  in  that  they  cross  an  arm 
of  the  bay  and  not  the  bay  itself.  Thus  they  become  a  second  toll 
barrier  to  free  access  to  the  City  of  San  Francisco  itself.  Therefore, 
the  commission  should  accord  special  attention  to  this  problem,  par- 
ticularly where  it  concerns  the  commuter. 

The  Golden  Gate  Bridge  should  also  be  transferred  to  the  authority, 
but  in  a  slow  and  orderly  fashion.  The  final  transfer  of  this  facility 
should  not  take  place  until  revenues  sufficient  to  retire  all  outstanding 
debt  have  been  accumulated  in  a  special  trust  fund.  The  authority 
should  also  repay  the  six  member  counties  of  the  district  for  the  tax 
funds  which  they  have  invested  in  the  district. 

8.  The  authority  should  conduct  studies  of  the  feasibility  and  de- 
sirability of  including  airports  and  public  harbor  facilities  in  its  juris- 
diction, with  a  final  report  to  be  submitted  to  the  1961  General  Session 
of  the  Legislature.  During  the  interim  period,  the  authority  should 
negotiate  and  survey  this  problem  jointly  with  the  local  governments 
and  state  departments  which  now  control  the  Bay  area's  airports  and 
public  harbors.  Legislation  creating  the  authority  should  also  provide 
certain  safeguards  to  protect  the  position  of  the  private  marine  ter- 
minal operators  who  presently  lease  certain  East  Bay  marine  facilities. 
AVhile  this  study  recommends  the  eventual  inclusion  of  such  facilities  in 
the  scope  of  an  authority,  it  also  recognizes  the  necessity  for  more 
study  on  this  subject. 

(62) 
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4.  The  authority  should  study  the  feasibility  and  desirability  of  in- 
cludiiifi:  other  types  of  metropolitan  facilities  within  its  jurisdiction. 
Such  facilities  niij>ht  include  helioports,  truck  terminals  and  bus  ter- 
minals. It  is  also  imperative  that  the  authority  commission  study 
closely  its  relationship  with  the  Bay  Area  Rapid  Transit  District.  It  is 
difficult  at  this  time  to  recommend  the  merj^er  of  the  two  agencies, 
although  such  action  merits  serious  consideration  and  would  undoubt- 
edly preclude  future  conflicts  between  the  two  bodies.  If  a  merger  is 
undertaken,  it  should  not  commingle  the  financing  of  both  agencies 
since  the  transit  district  requires  tax  support  and  the  authority 
could  not. 

5.  The  authority  should  also  reconstitute  its  own  governing  body, 
subject  to  the  approval  of  the  Legislature  and  the  cities  and  counties 
within  the  Bay  area.  An  authority,  in  order  to  succeed,  must  gain  the 
complete  confidence  of  local  government  and  this  should  be  accom- 
plished by  broadening  the  commission  with  appointees  by  local  govern- 
ments. The  authority  must  also  scrupulously  re-examine  its  relationship 
with  all  governments  in  the  Bay  area  from  time  to  time. 

CONCLUSION 
Amendments 

Senate  Bill  No.  576,  introduced  in  the  State  Senate  of  California 
on  February  9,  1959,  recommends  the  creation  of  a  Golden  Gate 
Authority  for  the  consolidated  management  of  toll  bridges,  harbors 
and  airports  in  the  San  Francisco  Baj^  area.  The  proposal  is  the  result 
of  joint  efforts  by  both  the  Senate  Interim  Committee  on  Bay  Area 
Problems  and  extensive  citizen  and  professional  research  conducted 
principally  under  the  auspices  of  the  Bay  Area  Council  and  the  Com- 
mittee for  Trade  and  Transportation  Development. 

There  are  distinct  differences  between  the  original  bill  and  the  bill 
herein  enclosed.  This  report  will  take  note  of  the  more  important  dif- 
ferences between  the  amended  and  the  original  versions  of  Senate  Bill 
No.  576,  but  it  should  be  pointed  out  that  in  the  judgment  of  this 
report,  these  differences  do  not  represent  a  departure  from  the  basic 
aims  of  the  bill.  In  essence  the  enclosed  bill  attempts  to  accomplish  the 
same  ends  as  the  original  draft. 

The  report  of  this  committee  supports  the  original  version  of  the  bill 
as  a  clearer  expression  of  the  ultimate  objectives  of  a  Golden  Gate 
Authority.  But  it  also  recognizes  the  realities  which  prompted  the 
foregoing  version,  as  amended  May  19,  1959.  While  the  latter  proposal 
represents  a  modified  approach  to  an  authority,  with  a  more  modest 
beginning  and  with  more  detailed  description  of  the  authority's  stages 
of  future  development,  it  is  no  less  sound  and  considerably  more 
practical  than  the  original. 

The  initial  bill  provided  for  a  governing  commission  selected  pri- 
marily by  local  government  within  the  nine-county  bay  area.  Each  of 
the  counties  (Alameda,  Contra  Costa,  Marin,  Napa,  San  Francisco, 
San  Mateo,  Santa  Clara,  Solano  and  Sonoma)  would  be  entitled  to  one 
commissioner  each,  that  commissioner  to  be  selected  by  each  of  the 
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respective  boards  of  supervisors  from  two  nominations  presented  by 
each  county  conference  of  mayors  and  recognized  business,  labor  and 
professional  groups  in  the  county. 

In  addition,  the  mayors  of  San  Francisco  and  Oakland  would  have 
one  appointment  each  and  the  Governor  would  have  one  appointment 
each  from  the  Counties  of  San  Francisco  and  Alameda.  This  plan  would 
have  provided  a  total  of  13  commissioners,  with  all  but  two  of  them 
selected  by  local  otiticial  bodies.  The  original  plan  was  based  largely 
on  responsibility  to  local  government  and  ])roportionate  representation 
according  to  population  and  facilities  involved. 

In  this  same  draft,-  the  authority  was  given  outright  control  of  the 
San  Francisco-Oakland  Bay  Bridge  and  the  Golden  Gate  Bridge  on 
July  1,  1960,  and  the  transfer  of  all  other  Bay  area  toll  bridges  was 
envisaged  as  soon  thereafter  as  the  outstanding  debt  on  each  bridge 
could  be  refinanced  by  the  authority.  The  autliority  was  also  empow- 
ered to  negotiate  witli  the  following  agencies  for  the  transfer,  lease  or 
sale  of  their  facilities:  the  San  Francisco  Port  Authority  for  control 
of  the  Port  of  San  Francisco;  the  City  of  Oakland  and  the  Oakland 
Port  Commission  for  control  of  the  Port  of  Oakland  and  Oakland  Inter- 
national Airport;  the  City  and  County  of  San  Francisco  for  control  of 
San  Francisco  International  Airport ;  the  City  of  Redwood  City  for 
control  of  the  Port  of  Redwood  City,  and  the  City  of  Richmond  for 
control  of  the  Port  of  Richmond. 

For  some  weeks  following  introduction  of  the  original  bill,  the 
authority  proposal  was  under  attack  from  various  (juarters  on  two 
major  points;  selection  and  basis  of  representation,  and  the  facilities 
which  could  come  under  the  authority's  jurisdiction. 

At  least  six  different  proposals  for  selection  and  representation  of 
the  commi.ssion  were  formally  advanced.  In  the  main,  each  political 
subdivision  felt  it  was  entitled  to  more  representation  than  the  bill 
provided,  and  many  of  these  same  bodies  demanded  that  they  be  given 
exclusive  power  of  appointment.  Other  proposals  included  direct  elec- 
tion and  advisory  committees  to  insure  a  voice  for  minority  factions. 

Meanwhile,  the  Oakland  Port  Commission,  the  Golden  Gate  Bridge 
and  Highway  District  Directors  and  the  San  Francisco  Public  Utilities 
Commission,  with  direct  control  of  the  San  Francisco  International  Air- 
port, passed  resolutions  opposing  the  authority  proposal,  at  least  insofar 
as  their  own  facilities  were  involved.  Wlietiier  they  Avere  motivated  by 
valid  concern  for  the  administration  of  these  facilities  under  a  new 
management  or  merely  sought  to  protect  self-interest,  these  objections 
were  nonetheless  substantial  and  persistent. 

As  a  result,  the  Senate  commitee  sought  to  resolve  these  issues  with 
proper  amendments.  Thus,  the  May  19th  version  provides  for  a  seven- 
man  commission  to  serve  for  two  years  from  the  effective  date  of  the 
act.  Six  of  the  connni.ssioners  would  be  selected  by  the  Governor  from 
the  counties  involved  to  serve  at-large,  and  the  State  Director  of  Public 
"Works  would  serve  ex  oflficio. 

Further,  the  power  to  negotiate  for  transfer  of  harbors  and  airports 
was  deleted  and  the  transfer  of  the  Golden  Gate  Bridge  was  delayed 
until  such  time  a.s  reserve  funds  of  the  bridge  have  accumulated  in  the 
amount   necessary  to  retire  all   outstanding  bonds.   The  bill,   however, 
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does  provido  that  the  coniinissioii  api)<)inted  by  tlie  Governor  shall  study 
and  report  back  to  the  lf)()l  Session  of  the  Lejijislature  on  the  following 
subjects : 

1.  The  desirability  and  financial  feasibility  of  acquiring  publicly- 
OAvned  harbors  and  airports  and  the  methods  and  terms  to  be 
emplo.yed  in  such  accpiisition,  if  apjiroved  by  the  Legislature. 

2.  The  advisability  of  ac(piiring  metro})olitan  transportation  facilities 
other  than  bridges,  harbors  and  airports. 

3.  Proposed  changes  in  representation  on  the  board  of  commissioners 
based  upon  investment  in  facilities  transferred  to  the  authority, 
population  or  other  factors. 

Transfer  of  all  state-owned  bridges  is  still  provided  for,  beginning 
with  the  San  Francisco-Oakland  Bay  Bridge  on  July  1,  1960.  Therefore, 
the  authority,  at  least  for  the  first  two  years,  would  function  both  as 
an  operating  body  and  as  an  interim  study  commission.  The  evolution 
of  its  organization  and  powers  would  depend  considerably  on  the  action 
taken  by  the  Legislature  in  1961. 

The  major  changes  in  representation  and  administrative  jurisdiction 
act  upon  each  other.  As  the  bill  now  reads,  the  only  facilities  to  be 
directly  affected  for  two  years  are  state-owned  toll  bridges.  Therefore, 
the  Governor  has  a  major  stake  in  the  competence  and  responsibility 
of  the  authority.  He  is  transplanting  an  important  function  from 
state  control  to  local  control  by  a  new  agency.  Thus,  for  an  initial 
two-year  period  the  Governor  is  justified  in  holding  exclusive  power  of 
appointment.  Depending  on  developments  at  the  next  general  session, 
this  power  may  ideally  be  diminished  to  insure  a  stronger  local  role 
in  selection  of  commissioners  and  to  broaden  representation  on  a  more 
proportionate  basis. 

Denying  the  authority  the  power  to  negotiate  for  control  of  harbors 
and  airports  does  not  affect  its  future  materially,  assuming  that  it  is 
granted  that  power  at  some  date  in  the  near  future.  The  authority 
would  not  be  in  a  position  organizationally  or  financially  to  undertake 
serious  negotiations  with  local  or  state  government  for  acquisition  of 
such  facilities  prior  to  1961.  And  even  if  it  were,  it  is  doubtful  that 
such  governments  would  consent  to  relinquish  their  own  power  in  favor 
of  another  agency  in  its  first  two  years  of  operation. 

Opposition  from  local  bridge  districts  and  port  and  airport  com- 
missions forced  these  changes  and  the  opposition  may  not  diminish 
materially  in  the  short  space  of  two  years.  In  order  to  successfully 
complete  negotiations  for  the  acquisition  of  any  additional  facilities, 
the  authority  must  stand  on  a  record  of  commendable  achievement.  The 
operation  of  toll  bridges  has  less  effect  on  the  attitudes  and  structures 
of  traditional  local  government  in  the  Bay  area  than  does  the  operation 
of  municipally-owned  ports  and  airports. 

The  control  of  toll  bridges  has  long  resided  in  bodies  that  are  not 
truly  local  in  nature.  Nor  are  the  problems  involved  in  bridge  manage- 
ment and  operation  as  technical  and  voluminous  as  the  problems  en- 
countered in  port  and  airport  administration.  Finally,  it  is  well  to  point 
out  that  toll  bridges  provide  greater  revenues,  and  thus  a  broader  credit 
base  for  authority  financing.  Since  the  authority  would  have  no  taxing 
power  and  would  finance  all  operations  and  projects  with  revenues  and 
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revenue  bonds,  abundant  income  would  be  vital  at  the  outset.  For  these 
reasons,  the  operational  phase  of  a  Golden  Gate  Authority  should 
begin  with  bridges  and  be  followed  by  the  acquisition  or  lease  of  other 
facilities  at  a  later  date. 

Recommendation 

Whatever  the  extent  or  implication  of  the  amendments,  their  adop- 
tion was  prompted  from  a  minority  of  organizations,  with  a  variety  of 
objections.  On  the  whole,  virtually  all  organizations,  including  those 
which  opposed  certain  details,  supported  the  over-riding  principle  of 
the  need  for  some  kind  of  an  authority  in  the  Bay  area.  Senate  Bill 
No.  576  also  received  widespread  endorsement  from  official  groups 
both  public  and  private,  including  the  Governor. 

Aside  from  the  findings  of  the  senate  committee  itself,  several  other 
detailed  studies  were  conducted  focusing  on  the  same  subject.  Of  these, 
the  most  notable  was  the  "Report  on  a  Proposed  Public  Authority  for 
the  Bay  Area"  by  Coverdale  and  Colpitts,  consulting  engineers  of  New 
York  City.  These  studies,  which  will  be  covered  thoroughly  in  succeed- 
ing pages,  fully  endorse  the  creation  of  an  authority  to  manage  public 
transportation  facilities. 

In  the  face  of  this  strong  confirmation  and  the  evidence  produced 
from  18  months  of  its  own  findings,  the  Senate  Interim  Committee  on 
Bay  Area  Problems  hereby  recommends  creation  of  a  so-called  Golden 
Gate  Authority  and  declares  it  to  be  both  desirable  and  feasible.  In  any 
undertaking  the  size  and  scope  of  such  a  proposed  organization,  hun- 
dreds of  details  are  subject  to  critical  examination  and  adverse  reaction 
both  politically  and  ideologically  inspired.  It  is  an  unrealistic  tempta- 
tion to  discount  much  of  this  reaction  as  either  irrelevant  or  unsound. 
The  very  breadth  of  the  overall  idea  induces  caution  and  flexibility  of 
convictions.  For  this  reason,  some  of  the  criticisms  of  Seiuite  Bill  No. 
576  are  undoubtedly  valid  but  no  one  can  be  sure  just  which  ones  meet 
the  test. 

The  complaint  was  often  heard  during  the  course  of  the  committee 
study  that  it  would  take  years,  perhaps  even  decades,  to  realize  an 
authority  at  its  maximum  stage  of  development.  The  same  officials  who 
took  the  pessimistic  view  more  fre(|uontly  than  not  conceded  the  press- 
ing need  for  just  such  an  authority.  The  inference  can  thus  be  drawn 
that  a  government  agency  which  may  recjuire  such  a  long  y)eriod  of 
evolution  should  be  created  all  the  sooner  in  order  to  avoid  prolonging 
its  evolution. 

Senate  Bill  No.  576,  in  the  enclosed  form,  provides  for  a  step-by-step 
process  of  expanding  function  and  control.  This  process  will  afford 
both  state  and  local  government  ample  time  in  which  to  resolve  the 
details  in  (juestion  during  the  1959  Session  of  the  Legislature  and  the 
additional  (|uesti()ns  and  problems  which  are  certain  to  arise  in  future 
years.  Tlie  important  thing  to  remember  is  that  an  authority  is  not  an 
end  in  itself.  It  is  part  of  government,  operating  facilities  which  di- 
rectly touch  the  lives  of  all  the  citizenry,  and  i)lanning  indirectly  for 
the  future  economic  development  of  all  the  Bay  area.  While  it  requires 
much  of  the  flexibility  of  a  private  business,  it  is  also  a  public  trust  and 
therefore  must  be  subject  to  many  of  the  controls  of  conventional  gov- 
ernment. 
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The  Role  of  an  Authority 

An  authority  may  remain  an  entity  apart  in  the  corporate  functions 
of  finance,  administration  and  operational  technique.  Such  flexibility 
and  enforced  self-sufficiency  can  produce  economy,  initiative,  imagina- 
tion and  strength  tlirough  unification  which  can  be  of  vast  benefit  to  all 
communities  within  its  jurisdiction. 

But  it  would  be  dangerous  indeed  to  allow  an  authority  such  free- 
dom of  direction  that  it  could  drift  apart  from  other  governmental 
agencies  or  public  functions  in  such  phases  as  broad  areawide  planning 
and  policy.  If  this  were  done  the  authority  might  emphasize  its  own 
role  in  the  community  to  the  eventual  detriment  of  other  equally  neces- 
sary functions.  This  report  believes  Senate  Bill  No.  576  insures  an 
initial  balance  between  corporate  flexibility  and  public  responsibility. 
But  this  balance  should  be  guarded  judiciously  during  the  evolution 
of  an  authority  in  future  years. 

In  this  regard,  the  bill  states  that  the  Golden  Gate  Authority  should 
not  be  construed  as  a  substitute  for  metropolitan  government.  Many 
Bay  area  officials  and  students  of  government  have  expressed  under- 
standable interest  in  the  possibilities  of  merging  existing  and  future 
single-purpose  districts  within  the  area  or  of  creating  a  single  agency 
on  broader  regional  or  metropolitan  lines  to  perform  those  functions 
of  government  which  ignore  existing  political  boundaries.  This  same 
school  of  thought  questioned  what  the  role  of  an  authority  might  be, 
and  more  specifically,  how  it  would  relate  to  or  affect  regional  govern- 
ment. 

Conversely,  there  is  substantial  sentiment  among  locally  elected  offi- 
cials that  regards  broader  governmental  structures  with  suspicion. 
The  feeling  here  is  that  an  authority  or  comparable  body  might  usurp 
the  functions  and  powers  of  traditional  city  and  county  government. 
Unfortunately,  the  committee  had  neither  the  time  nor  the  sanction  to 
investigate  fully  the  aspects  of  metropolitan  government  and  its  desir- 
ability in  the  Bay  area.  Further,  the  committee  encountered  few  people 
who  had  formulated  any  kind  of  plan  for  such  an  agency.  The  recog- 
nition of  need  had  begun  to  crystallize,  but  those  who  espoused  a  certain 
solution  were  vague  in  the  necessary  details. 

The  scarcity  of  detailed  study  on  this  subject  tends  to  stimulate  mis- 
trust of  the  idea  of  metropolitan  government  by  local  officials.  The  term 
"metropolitan  government"  covers  a  broad  expanse  of  political  organ- 
ization, and  in  lieu  of  more  specific  proposals,  many  persons  are  led  to 
assume  the  worst  fate  for  existing  governments. 

One  of  the  more  moderate  and  sensible  plans  for  metropolitan  gov- 
ernment in  the  Bay  area  contemplates  the  continued  creation  of  re- 
gional, special-purpose  districts  like  the  Bay  Area  Air  Pollution  and 
Rapid  Transit  Districts.  Certainly  there  are  other  area  needs,  such  as 
water  pollution  and  transportation,  which  lend  themselves  to  a  regional 
approach.  When  enough  of  these  bodies  are  in  operation  the  governing 
commission  or  directorate  of  each  body  would  be  merged  into  one  large 
commission.  This  would  eliminate  the  threat  of  struggle  and  competi- 
tion among  the  various  separate  districts  or  agencies  and  should  result 
in  better  organization. 
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The  selection  of  such  an  all-powerfnl  commission  could  be  done  b.y 
local  {government,  thus  insurin<r  a  closer  liaison  between  levels  of  ad- 
ministration. This  plan  -would  also  vest  the  ultimate  control  of  regional 
government  in  the  hands  of  local  government. 

Another  proposal  would  provide  for  the  direct  election  of  members 
of  the  commission.  While  the  merits  of  election  are  debatable  when  it 
involves  a  smaller  district  with  narrow  powers  and  brings  forth  candi- 
dates who  are  not  well  known,  the  size  and  scope  of  a  regional  com- 
mission would  be  sufficient  to  stimulate  great  public  interest  in  an 
election  and  attract  well-known  candidates.  The  point  at  issue  here  is 
the  relation  of  an  authority  to  such  a  sweeping  governmental  reor- 
ganization. The  answer  is  simple. 

Regional  government,  like  an  authority  or  district,  would  be  a  crea- 
ture of  the  Legislature.  If  the  mood  of  the  Bay  area  is  such  that  it 
moves  the  Legislature  to  create  a  metropolitan  form  of  government, 
then  that  same  mood  can  direct  the  Legislature  to  define  the  future 
role  of  an  authority.  There  is  nothing  in  Senate  Bill  No.  576  to  hinder 
the  merger  of  an  authority  with  other  agencies  or  to  delay  the  creation 
of  other  agencies.  It  is  not  the  purpose  of  this  report  to  anticipate 
just  how  government  wall  evolve  in  an  area  of  accelerated  growth  like 
the  Bay  area. 

The  Benefits  of  an  Authority 

The  purpose  of  this  report,  stated  simply,  is  to  bring  into  focus  the 
impact  of  growth  on  one  aspect  of  the  Bay  area's  economy — transpor- 
tation. Population  growth  within  the  nine  counties  touching  San  Fran- 
cisco Bay  has  not  been  as  spectacular  as  the  growth  Avhich  has  taken 
place  in  Southern  California.  But  the  future  promises  increases  just  as 
spectacular  in  the  north  as  we  have  witnessed  south  of  the  Tehachapis. 

The  Bay  area  today  embraces  some  3,500,000  persons,  with  79  incor- 
porated cities  covering  1,500  square  miles.  At  latest  count  there  were 
some  830  governmental  units  of  one  description  or  another.  And  while 
special  area-wide  districts  to  meet  the  problems  of  rapid  transit  and  air 
pollution  have  been  created  recently,  the  total  number  of  governmental 
units  is  certain  to  grow  before  it  dwindles. 

This  total  picture  of  growth  is  merely  a  prelude  for  what  is  forecast 
in  the  future.  According  to  latest  official  estimates,  the  population  will 
be  almost  4,800,000  by  1970,  and  will  rise  to  7,000,000  by  1990.  The 
United  States  Department  of  Commerce,  in  a  recent  report,  estimates 
that  the  population  will  reach  17.000.000  by  2020.  This,  according 
to  the  department,  is  a  conservative  figure.  Doubtless,  tlie  process  of 
consolidating  governmental  units  along  regional  lines  will  have  begun 
long  before  the  year  2020.  Faced  with  the  multitude  of  problems  which 
attend  rapid  growth,  the  Bay  area  will  have  few,  if  any,  alternatives. 

The  proposed  Golden  Gate  Authority  is  an  effort  to  consolidate.  At 
the  present  time  there  are  six  toll  bridges  within  the  area  (San. Fran- 
cisco-Oakland Bay.  San  Mateo-IIayward,  Dumbarton,  Richmond-San 
Rafael.  ('ar(|uinez  Straits  and  (Jolden  (Jate),  three  airports  sei-vicing 
schcduh'd  flights  (San  Francisco,  Oakland  and  San  Jose),  and  four 
publicly  owned  harbors  (San  Francisco,  Oakland,  Richmond  and  Red- 
wood City).  The  Golden  Gate  Bridge  is  operated  by  the  Golden  Gate 


FINAL   REPORT   ON   BAY   AREA   PROBLEMS  69 

Bridge  and  Highway  District,  a  special  district  with  tax  power  em- 
bracing- the  Counties  of  San  Francisco,  Marin,  Sonoma,  Napa,  Men- 
docino and  Del  Norte.  All  other  bridges  are  authorized  by  the  Cali- 
fornia Toll  Bridge  Authority  and  operated  by  the  State  Department  of 
Public  Works.  A  seventh  toll  bridge  has  been  authorized  and  is  pending 
construction  between  Benicia  and  Martinez.  Each  of  the  airports  is 
operated  by  special  units  within  the  framework  of  city  government.  The 
Port  of  San  Francisco  is  operated  by  the  San  Francisco  Port  Authority, 
a  state  agency,  and  the  Port  of  (3akland  is  operated  by  the  Oakland 
Port  Commission  (which  also  has  control  over  the  Oakland  Interna- 
tional Airport).  The  Port  of  Richmond  is  controlled  by  the  Richmond 
City  Council  and  the  Port  of  Redwood  City  is  controlled  and  operated 
by  the  Redwood  City  Port  Commission. 

The  Golden  Gate  Authority,  at  the  maximum  stage  of  its  proposed 
development,  would  thus  eliminate  five  existing  governmental  units 
(two  of  them  state  agencies)  and  would  relax  the  burden  of  administra- 
tion on  three  other  agencies  already  heavily  taxed  (Richmond  City 
Council,  San  Jose  City  Council  and  the  San  Francisco  Public  Utilities 
Commission).  The  authority  does  not  propose  to  become  one  more  gov- 
ernmental unit  added  to  the  existing  welter.  It  proposes  to  consolidate 
what  now  exists  and  would  cut  across  political  boundaries  and  into 
political  structures  in  achieving  this.  For  this  reason  it  is  unique  and 
apart  from  either  of  the  special  districts  now  in  operation,  air  pollution 
or  rapid  transit.  At  a  future  date,  it  could  include  these  units  and 
others  like  them  which  may  be  conceived  in  the  future,  up  to  and  in- 
cluding a  metropolitan  or  regional  form  of  government. 

The  geography  of  the  Bay  area  further  compounds  the  complications 
resulting  from  rapid  growth.  All  of  the  nine  counties  border  San  Fran- 
cisco Bay  and  because  of  the  Bay  no  one  county  is  contiguous  to  more 
than  two  of  its  neighboring  counties.  In  addition  to  a  psychological 
"balkanization,"  this  geographic  separation  causes  a  very  real  problem 
in  transportation.  The  Bay  serves  as  a  costly  obstacle  to  land  transpor- 
tation which  must  be  surmounted  by  the  construction  of  bridges 
financed  on  a  pay-as-you-go,  self-liquidating  basis.  Ideally,  these  bridges 
should  be  financed  either  entirely  or  in  part  from  State  Gasoline  Tax 
Fund  since  they  are  integral  links  in  the  State  Highway  System.  How- 
ever, this  is  infeasible  politically  if  for  no  other  reason. 

The  expanse  of  San  Francisco  Bay  also  precludes  the  feasibility  of 
one  airport  serving  the  entire  nine-county  area.  With  the  advent  of  the 
jet  age  and  the  specialization  of  air  traffic,  it  is  likely  that  more  com- 
mercial airports  will  be  established  in  the  near  future.  As  a  body  of 
water  linking  the  Pacific  Ocean  with  a  great  network  of  inland  rivers, 
the  Bay  also  provides  many  areas  with  excellent  natural  harbor  facili- 
ties which  have  been  developed  over  the  last  century  and  have  since 
competed  with  each  other  for  the  same  maritime  traffic. 

Transportation  is  a  central  problem  in  any  metropolitan  area,  but  it 
is  particularly  urgent  in  the  Bay  area.  However  much  San  Francisco 
Bay  has  been  a  blessing,  it  has  posed  grave  problems  in  planning,  fi- 
nancing and  co-ordinating  bridges,  airports  and  seaports  along  its 
shores.  The  Senate  Interim  Committee  on  Bay  Area  Problems  therefore 
has  directed  its  attention  to  these  problems  and  has  proposed  a  Golden 
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Gate  Authority  which  it  feels  ultimately  can  produce  the  followinj? 
advantages : 

1.  Attract  a  greater  volume  of  trade  and  commerce  in  the  Bay  area 
through  improved  facilities. 

2.  Reduce  tax  burden  on  other  political  subdivisions  and  support 
facilities  on  a  regional  revenue  basis. 

3.  Reduce  operating  overhead  by  tightening  administration  through 
consolidation. 

4.  Provide  a  vehicle  for  co-ordinated  future  planning  of  transporta- 
tion facilities. 

5.  Place  the  short-range  administration  and  operation  of  key  facili- 
ties in  the  hands  of  expert  technicians  free  from  interference  on 
nonpolicy  matters. 

6.  Broaden  credit  base  through  the  pooling  of  all  revenues  in  a  gen- 
eral fund  Avliich  would  secure  financing  at  lower  interest  rates. 

7.  Reduce  intra-area  competition  and  put  the  Ba,v  area  on  a  more 
competitive  footing  with  respect  to  other  metropolitan  areas. 

8.  Allow  a  greater  administrative  and  fiscal  elasticity  in  the  manage- 
ment of  enterprises  which  are  public  in  control  but  nonetheless 
engaged  in  a  business.  (Seaports  and  airports.) 

9.  Pool  effort  and  expenditure  in  a  more  vigorous  area-wide  promo- 
tion program  for  trade  and  commerce. 

10.  Improve  the  position  or  bargaining  power  of  seaports  and  airports 
in  lease  negotiations. 

11.  Strengthen  the  position  of  seaports  and  airports  before  regulatory 
bodies  (i.e.  Federal  Maritime  Board,  Interstate  Commerce  Com- 
mission, Civil  Aeronautics  Board,  etc.) 

12.  Expedite  necessary  bridge  projects  by  removing  control  from  the 
political  vulnerability  of  State  Government  and  localize  control 
within  the  Bay  area. 

13.  Provide  another  regional  agency  dealing  with  transportation 
which  is  parallel  to  the  Rapid  Transit  District  and  should  be  more 
inclined  to  co-operate  with  a  rapid  transit  program. 

14.  Avoid  extending  credit  of  local  government  by  financing  projects 
from  revenue  bonds. 

Many  of  these  foregoing  advantages  result  simply  from  a  common 
sense  approach  to  transportation  in  an  area  whose  geography  is  frag- 
mented and  whose  i)olitical  controls  are  diver.se.  All  of  the  advantages 
appear  to  be  real  based  upon  the  evidence  of  this  study  and  many 
others  preceding  it.  It  may  be  well  to  close  this  section  by  citing  one 
over-riding  objective  of  a  Golden  Gate  Authority  and  a  .safeguard 
which  will  best  permit  the  autliority  to  achieve  this  objective. 

The  authority  must  become  a  cornerstone  for  goveninicntal  co- 
operation and  co-ordination  within  the  Bay  area.  Some  official  agency 
must  begin  the  arduous  task  of  tying  together  the  loose  ends,  not  just 
in  the  field  of  transportation  but  in  many  other  government  functions 
as  well.  Dr.  William  Robson,  one  of  the  Nation's  foremost  authorities 
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on  governmental  organization  underscored  this  need  during  a  recent 
visit  to  the  Bay  area.  Said  he : 

"The  Bay  area  has  reached  the  absolute  critical  stage  of  its 
development.  What  happens  in  the  next  five  years  will  mean  the 
difference  between  chaotic  conditions  and  orderly  growth  in  the 
future.  The  trouble  with  the  Bay  area  is  the  mass  of  Balkan  states, 
the  cities  and  counties — and  the  fact  that  few  are  thinking  and 
acting  Bay  area.  You  have  not  faced  the  fact  that  overall  problems 
in  a  metropolitan  region  cannot  be  solved  without  metropolitan 
government." 

Again,  it  is  difficult  to  estimate  just  what  Dr.  Robson  meant  when 
he  called  for  creation  of  "metropolitan  government"  in  the  Bay  area 
and  it  is  therefore  impossible  for  this  report  to  remark  on  his  proposed 
solution.  But  it  is  clear  that  he  recognizes  the  problem — a  problem 
the  Golden  Gate  Authority  must  be  geared  to  help  solve. 

This  will  not  be  done  unless  the  authority  operates  with  the  full 
consent  and  blessing  of  local  government.  Some  of  these  local  govern- 
ments strongly  indicated  during  the  1959  Session  of  the  Legislature  a 
distinct  reluctance  to  give  the  authority  proposal  their  consent  or 
blessing.  This  is  understandable  enough,  for  the  authority  plan  was 
not  revealed  in  full  detail  until  February  9th  and  was  the  frequent 
victim  of  unfamiliarity  and  misunderstanding.  The  authority,  then, 
must  develop  flexibly  and  by  stages. 

First,  it  must  gain  the  confidence  of  area  localities  through  successful 
and  responsible  operation  of  toll  bridges.  Concurrently  it  must  conduct 
a  thorough  study  of  three  other  problems:  (1)  the  reconstitution  of 
the  governing  eonnnission  both  in  the  method  by  which  it  is  selected 
and  in  the  basis  by  which  it  represents  component  parts  of  the  area ; 
(2)  the  desirability  and  feasibility  of  transferring  the  control  and 
management  of  airports  and  harbors  to  the  authority  and  the  step-by- 
step  process  by  which  a  lease  or  transfer  could  be  effected;  (3)  the 
desirability  and  feasibility  of  transferring  or  including  other  metro- 
politan transportation  facilities  to  the  authorit3^ 

If  the  authority  commission  develops  answers  to  these  problems 
which  are  deemed  satisfactory  by  the  Legislature  and  local  govern- 
ments, it  may  then  embark  on  negotiations  with  local  government  for 
the  lease  or  transfer  of  individual  facilities.  No  transfer  can  be  effected 
without  full  consent  of  the  agency  controlling  such  a  facility  and 
without  approval  of  a  ballot  proposition  by  the  voters  of  the  proprietor 
community. 

In  order  to  inspire  the  confidence  of  local  government,  the  authority 
may  find  it  advisable  to  increase  the  membership  of  its  governing 
commission  with  appointments  by  local  boards  of  supervisors  and 
county  conferences  of  mayors.  As  the  authority  broadens  its  line  of 
endeavors  into  fields  other  than  state-owned  bridges  the  commission 
ideally  should  be  comprised  of  a  majority  of  locally-appointed  com- 
missioners. The  use  of  local  appointments  is  widespread  in  district  and 
regional  governments,  particularly  in  California,  and  would  seem  to 
insure  a  close  liaison  between  the  authority  and  similar  districts  and 
city  and  county  government. 
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The  authority  will  be  hindered  in  realizing  its  full  potential  unless 
this  close  liaison  is  achieved  and  maintained.  Conversely,  the  lack  of 
liaison  can  impose  hardships  on  local  government  and  the  authority's 
ultimate  purpose  in  fostering  co-operation  and  co-ordination  among 
political  entities  within  the  area  will  be  lost.  The  authority  represents 
a  central  means  toward  this  necessary  end.  It  should  not  become  the 
end  in  itself. 


PART  II 

SUMMARY  OF  COMMITTEE  FINDINGS 

I.  BRIDGES  THE  NEED  FOR  AN  AUTHORITY 

A.  State  Toll  Bridge  Authority 

1.  Lack  of  local  or  Bay  area  control  over  bridges. 

2.  Vulnerability  of  bridge  planning  to  political  pressures. 

3.  Inability  to  finance  bridges  from  General  Fund,  with  resultant 
inequalities  in  tolls  and  delay  in  less  lucrative  projects. 

4.  Absence  of  vehicle  for  co-ordinated  planning  with  rapid  transit. 

B.  Golden  Gate  Bridge 

1.  Poses  a  threat  to  the  planning  and  construction  of  another  San 
Francisco-Marin  crossing  due  to  its  independence  from  other 
jurisdictions. 

2.  Is  not  charged  with  accommodating  rapid  transit. 

II.  AIRPORTS 

A.  No  co-ordination  of  planning  between  San  Francisco  and  Oakland 
airports. 

B.  Present  marginal  solvency  of  two  airports  with  immediate  addi- 
tional expenditures  of  $42,000,000  at  both  airports. 

C.  Prospect  of  intensified  competition  between  airports  following  im- 
provement programs  and  the  need  for  a  complementary  relationship 
between  the  two. 

1.  Congestion  at  San  Francisco  (92  percent  of  passengers). 

2.  Disuse  at  Oakland  (8  percent  of  passengers). 

3.  Infeasibility  of  two-stop  service  for  both. 

D.  Lack  of  unified  voice  in  representations  before  CAB,  CAA,  mili- 
tary, etc. 

E.  San  Francisco  and  Oakland  taxpayers  not  compensated  for  pro- 
viding air  service  to  outlying  regions, 

III.  HARBORS 

A.  Misdirected  competition  among  Bay  area  ports  rather  than  with 
Los  Angeles,  San  Diego,  New  Orleans,  etc. 

B.  Lack  of  co-ordinated  planning  of  specialized  facilities  with  the 
result  that  self-sufficient  empires  have  sprung  up  around  the  bay. 

C.  The  increasing  need  for  new  and  modernized  harbor  facilities, 
coupled  with  the  great  expense  of  new  construction  and  the  fre- 
quent lack  of  funds  for  such  programs,  except  out  of  tax  funds. 

D.  Lack  of  unified  voice  before  regulatory  agencies  and  in  trade  pro- 
motion and  protection. 

IV.   SUMMARY 

A.  One  metropolitan  complex  now  exists  in  the  Bay  area,  interde- 
pendent and  intercomplementary. 
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B.  Population  experts  euvision  a  fantastic  g-rowth  in  the  Bay  area, 
reaching  4,800,000  by  1970  and  17,000,000  by  2020. 

C.  The  Bay  area  stands  at  the  threshold  of  a  burgeoning  growth  in 
trade  with  the  Orient,  a  trade  for  which  this  area  may  become  the 
focal  gateway. 

Explanation 

Please  bear  in  mind  the  following  material  in  no  way  indicts  the 
administration  of  any  of  the  installations  under  discussion.  As  often 
as  not,  our  findings  show  this  management  to  be  excellent  and,  at 
worst,  adequate.  When  one  considers  the  limitations  imposed  on  the 
various  jurisdictions,  this  indeed  becomes  a  remarkable  achievement. 

The  following,  however,  most  certainly  suggests  a  strong  indictment 
of  these  limitations — fiscal  and  administrative  strait  jackets  which  pre- 
clude bold  expansion,  concerted  promotion  and  protection,  co-ordinated 
planning — in  short,  the  maximum  fulfillment  of  the  area's  potential. 

This,  then,  does  not  advocate  violent  change  of  the  status  quo,  but 
rather  a  reorganization  of  existing  installations  within  an  elastic  frame- 
Avork,  realistically  conceived  to  meet  the  needs  of  the  metropolitan 
complex  and  not  just  of  artificial  subdivisions. 

Bridges 

Political  Control.  Present  machinery  for  instituting  bridge  proj- 
ects neither  insures  the  sanctity  of  expert  engineering  and  fiscal  judg- 
ment nor  safeguards  the  Bay  area's  voice  in  i)ureh'  Bay  area  matters. 
For  instance,  one  legislator  from  one  small  area  may  initiate  a  bridge 
project  to  be  acted  on  by  120  legislators  from  all  over  the  State,  only 
24  percent  of  whom  represent  the  immediate  six-county  area.  If  passed, 
the  proposal  goes  to  the  Division  of  Bay  Toll  Crossings  for  traffic  esti- 
mates, cost  estimates,  and  final  plans.  It  is  again  referred  to  the 
Legislature  and  if  passed  again,  goes  to  the  State  Toll  Bridge  Authority 
for  final  judgment.  This  five-man  body  frequently  has  not  included  one 
Bay  area  resident.  For  all  practical  means  and  purposes,  it  is  con- 
trolled solely  by  the  Governor.  The  demands  of  time  and  energy  on 
the  Governor  and  his  fellow  members  are  such  that  they  can  hardly 
familiarize  themselves  with  the  technical  matters  facing  them. 

Planning.  The  Division  of  Bay  Toll  Crossings,  charged  with  all 
planning  for  state  toll  bridges,  is  caught  between  the  obvious  political 
crossfire  of  the  State  Legislature,  before  and  after  the  drafting  of 
bridge  plans.  The  proposed  southern  crossing  is  the  most  graphic  case 
in  point.  Twelve  years,  nine  plans,  and  $3,()(K),()(i0  after  its  inception, 
the  soutlicrn  crossing  seems  no  closer  to  realization  than  in  its  earliest 
stages. 

It  is  interesting  to  note  that  the  majority  of  rejected  plans  luul  run 
afoul  a  i)ublic  harbor  or  airport  or  military  installation,  but  the  Divi- 
sion had  neither  the  time  nor  the  legal  jurisdiction  to  compromise  the 
obstacles. 

^leanwhile,  the  Ricliinond-Sau  Bafael  Bridge  was  opened  to  a  nnu-h 
less  i)ressiiig  Iraflic  need,  thus  far  so  nnich  less  that  it  is  scarcely  able 
to  meet  bond  ()t)ligat  icms  from  bridge  tolls. 

Finance  and  Operation.  The  financial  ties  among  state  bridges 
presents  a  curious  picture.  Bay  Bridge  tolls  are  pledged  to  support 
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the  southern  crossing  studies  and  Carquinez  Straits  tolls  will  support 
the  fortliconiin«2:  Martinez-Beuicia  liridp:e.  But  the  San  Mateo-Ilayward, 
Dumbarton,  and  Kichmond-San  llaiaei  Bridges  must  cither  go  it  alone, 
or  sutt'er  along  with  small  subventions  from  other  projects.  The  latter 
was  obliged  to  borrow  $4,850,000  from  the  State  School  Lands  Fund, 
still  not  enough  to  avert  a  curious  swaybacked  design,  which  was 
deemed  more  economical. 

The  rate  of  tolls  on  the  various  bridges  is  equally  curious — 25  cents 
on  the  Bay  Bridge,  35  cents  on  the  San  Mateo-Hayward,  and  75  cents 
on  the  Eichmond-San  Rafael.  The  Division  of  Bay  Toll  Crossings 
believes  that  a  standard  rate  on  all  bridges,  with  interchangeable  com- 
mute books  and  automatic  toll  collection,  would  cut  overhead  to  the 
extent  that  a  standard  toll  of  20  cents,  or  at  least  the  exchange  of 
standard  units,  might  approximate  the  present  level  of  net  earnings. 
In  order  to  accomplish  this,  however,  bondholders  must  grant  their 
approval  or  the  britlges  would  have  to  be  retinanced.  The  Division  has 
neither  the  manpower  nor  the  authorization  to  do  this  at  present, 
although  the  Toll  Bridge  Authority  recently  passed  a  resolution  calling 
for  consolidation  of  all  bonded  debt. 

Rapid  Transit.  Perhaps  the  most  serious  dilemma  in  this  discus- 
sion concerns  the  relationship  between  toll  bridges  and  the  Rapid  Transit 
District.  It  is  doubtful  to  what  extent  future  bridge  plans  take  into 
account  the  jjrospects  of  high-speed  rapid  transit  as  contemplated  by 
the  newly  formed  District 

The  reason  for  this  is  obviously  that  the  two  bridge  jurisdictions  are 
charged  by  law  to  meet  the  present  needs  of  an  ever-growing  legion 
of  motorists.  So  fast  is  this  growth  that  all  energies  are  expended 
merely  to  keep  pace,  not  to  project  10  years  ahead  to  another  mode  of 
travel.  A  newly  created  authority,  however,  could  be  tied,  either 
directly  or  indirectly,  to  the  Rapid  Transit  District  if  public  sentiment 
indicated  the  desirability. 

Golden  Gate  Bridge.  This  bridge  is  unique  in  that  it  is  controlled 
by  a  special  six-county  district  with  taxing  power  which  has  been  used 
only  once  for  modest  purposes.  Its  uniqueness  poses  a  future,  rather 
than  a  present  problem.  What  will  happen  when  the  need  arises  for 
another  crossing  to  Marin,  and  who  will  build  it?  What  would  happen 
if  tolls  on  other  bridges  were  standardized  and  commute  books  made 
interchangeable?  What  happens  when  the  bridge  becomes  toll  free? 
What  attitude  will  the  Bridge  District  assume  toward  rapid  transit? 

Airports 

Planning.  Any  evaluation  of  commercial  airports  must  be  tempered 
by  the  burgeoning  growth  of  the  air  industry  and  the  emergence  of 
the  jet  age.  The  problem  is  further  compounded  in  the  Bay  area  by 
a  population  growth  paralleled  by  few  other  locations.  Tomorrow  makes 
obsolete  the  expansion  programs  of  today. 

With  this  in  mind,  co-ordinated  planning  between  San  Francisco 
and  Oakland  airports  would  seem  to  be  imperative  in  the  best  inter- 
ests of  economy  and  efficiency.  Today  there  is  no  such  co-ordination. 
Both  airports  have  embarked  on  multimillion  dollar  improvement  pro- 
grams without  once  co-ordinating  plans,  one  with  the  other.  This  is 
particularly  regrettable  in  view  of  the  new  specialized  categories  of 
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air  traffic — jet,  prop-driven,  air  freight  and  private  or  executive  flights. 
It  is  extremely  doubtful  if  either  airport  would  undertake  any  of 
these  functions  exclusively.  But  a  more  equitable  and  efficient  break- 
do^vn  of  some  of  these  functions  would  certainly  result  in  important 
savings. 

Finance.  Oakland  International  is  embarking  on  a  17.3  million 
dollar  expansion  program  despite  confusion  in  some  quarters  as  to 
■whether  the  traffic  will  support  the  capital  improvement.  San  Francisco 
International,  meanwhile,  is  undertaking  a  25  million  dollar  expansion 
program  quite  secure  in  the  awareness  of  its  need.  Here  the  confusion 
stems  from  quite  another  source.  The  airport  consultant  retained  to 
advise  the  management  on  priority  of  projects  has  privately  recom- 
mended an  additional  expenditure  of  19  million  dollars  in  the  near 
future. 

In  both  cases,  the  projects  will  be  financed  with  general  obligation 
bonds,  along  with  federal  appropriations.  In  both  cases,  it  is  argued 
that  airport  revenues  will  cover  interest  and  amortization,  thus  avoid- 
ing a  tax  subsidy.  The  facts,  however,  leave  considerable  doubt.  San 
Francisco  Airport  has  a  history  of  deficit  operation  which  only  recently 
has  risen  to  a  marginal  status,  wavering  between  loss  and  profit.  "What 
will  happen  when  the  airport  assumes  a  short-term,  15-year  debt  of  25 
million  dollars? 

"Wliat  will  happen  when  Oakland  is  faced  with  new  debts  to  be  borne 
by  its  present  low-volume  service?  This  point  leads  us  into  another 
point — 

Competition.  In  order  to  support  additional  bonded  indebtedness, 
Oakland  Airport  must  entice  better  and  more  frequent  service  from 
the  major  air  carriers.  One  of  the  obvious  sources  of  such  service  is 
that  now  serving  San  Francisco. 

At  present,  92  percent  of  all  Bay  area  commercial  pa.sseugers  are 
served  by  San  Francisco,  with  only  8  percent  at  Oakland.  As  a  result, 
officials  at  San  Francisco  admit  to  both  land  and  air  congestion,  a 
situation  which  is  destined  to  worsen — a  situation  which  involves  lives 
as  well  as  convenience. 

In  some  instances,  carriers  are  obliged  to  serve  both  airports  on  the 
same  flight.  This  is  a  burden  which  jet  airplanes  will  render  com- 
pletely infeasible  for  technical  reasons. 

The  foregoing  is  not  meant  to  question  the  wisdom  of  capital  in- 
vestment at  either  airport  or  to  rebuke  the  virtue  of  healthy  competi- 
tion between  similar  entities.  But  one  must  surely  see  the  danger  of 
waste  and  duplication  in  this  venture  whon  both  airports  could  so 
easily  be  developed  in  a  complementary  fashion,  relieving  congestion, 
providing  more  equitable  service,  and  conserving  tax  dollars. 

And  surely  one  must  question  the  desirability  of  competition  between 
two  public  entities,  separated  by  only  10  miles  of  water  and  serving 
virtually  the  same  area. 

In  addition  to  these  major  considerations,  it  is  also  imperative  that 
we  point  out  .some  other  vexing  situations. 

Because  tlio  two  airports  operate  in  separate  spheres,  the  strength 
that  might  be  achieved  through  unity  of  purpose  is  lost  to  the  detri- 
ment of  both  facilities.  This  is  particularly  harmful  in  appearances 


PINAL   REPORT   ON    BAY    AKFA    PROBLEMS  77 

before  military  jurisdictions  and  regulatory  bodies  such  as  the  CAB, 
CAA,  etc. 

San  Francisco  and  Oakland  taxpayers  are  saddled  with  support  of 
a  service  which  belongs  just  as  much  to  the  rest  of  the  area  as  to  the 
metropolitan  centers.  As  a  result,  witness  the  curious  situation  of  San 
Francisco  taxpayers  providing  San  Mateo  County  with  its  biggest 
single  taxpayer  and  the  best  air  service  in  the  Bay  area  at  no  expense 
to  the  residents  of  San  Mateo  County. 

The  airlines  themselves  have  been  faced  in  the  past  with  a  situation 
at  San  Francisco  which  has  made  contract  negotiations  at  best  con- 
fusing, and  frequently  intolerable. 

Harbors 

Competition.  In  the  past,  competition  among  the  various  Bay  area 
port  entities  has  served  to  quicken  the  tempo  of  port  development 
and  trade  promotion.  However,  the  point  was  reached  some  time  ago 
when  this  intra-area  competition  might  better  have  served  the  area 
had  it  been  directed  to  the  new  competing  port  areas  which  resulted 
from  shortened  communications  and  the  economic  boom  through- 
out the  western  states — such  areas  as  Los  Angeles,  Long  Beach,  San 
Diego,  Seattle,  New  Orleans,  etc.  The  manner  of  marine  tonnage,  its 
volume,  and  the  underlying  determinates  of  its  volume  is  an  extremely 
complex  field  of  study. 

The  figures  show  that  Bay  area  tonnage  has  remained  virtually 
stagnant  over  the  recent  past,  but  it  is  not  the  purpose  of  this  material 
to  discern  why.  One  seriously  doubts  if  any  person  is  qualified  to 
define  the  reasons  for  this  pattern.  Suffice  to  say  that  no  single  agency 
solicits  traffic  and  promotes  tonnage  for  all  Bay  area  ports  regardless 
of  their  nature  or  control.  Competition  a'i'iong  these  entities  will  and 
must  continue  due  to  the  diverse  nature  of  control,  but  it  is  lamentable 
that  no  single  agency  can  undertake  overall  promotion  in  addition  to 
that  of  existing  port  jurisdictions  which  are  frequently  at  cross-pur- 
poses. The  efficacy  of  an  overall  promotion  program  has  been  ques- 
tioned. We  can  merely  answer  that  in  lieu  of  such  a  program  no  one 
will  ever  know.  There  is  strong  evidence  to  support  the  theory  that 
considerable  marginal  tonnage  could  be  attracted  to  the  area  by  overall 
promotion.  Depending  upon  the  future  of  our  Oriental  trade,  this 
volume  might  increase  tremendously  in  future  years. 

Planning.  The  diverse  nature  of  control  over  Bay  area  terminals 
(state-  and  city-owned,  privately  operated)  has  also  resulted  in  a 
crazy-quilt  pattern  of  port  development  with  small,  self-sufficient  em- 
pires duplicating  various  specialized  functions.  This  situation  impedes 
the  maximum  and  realistic  development  of  one  of  the  world's  greatest 
natural  harbor  areas.  It  also  adds  considerably  to  the  cost  and  time  re- 
quired for  cargo  handling. 

Construction  and  Finance.  Much  as  in  the  case  of  airport  develop- 
ment, the  maritime  industry  is  undergoing  new  techniques  which 
change  the  nature  of  cargo  handling.  Finger-type  piers  have  given  way 
to  quay-type  piers  which  can  accommodate  more  and  larger  ships  simul- 
taneously. Roll-on,  roll-off  techniques  require  greater  waterfront  space. 
As  in  all  other  fields,  the  cost  of  waterfront  construction  has  risen  to 
astronomical  proportions.  The  Port  of  San  Francisco,  hamstrung  by 
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political  controls  and  Avithout  the  flexibility  re(iuired  of  a  going  busi- 
ness enterprise,  has  suffered  dangerous  deterioration  in  the  past.  A 
50  million  dollar  bond  issue  will  serve  as  an  aid  to  the  situation,  but  not 
as  a  curative.  Siniilai'ly,  the  private  terminal  operator  -who  leases  from 
public  ports  in  the  East  Bay  may  find  it  too  costly  to  embark  on  a 
capital  improvement  program  out  of  his  own  pocket.  He  may  also  find 
that  public  funds  are  unavailable  for  similar  purposes. 

FcAV  will  (juestion  the  advisability  of  private  operation  of  marine 
facilities.  This  is  the  present  ])oliey  followed  by  port  jurisdictions  and 
should  continue,  but  the  lack  of  cohesion  among  port  landlords  (city 
couiu'ils,  port  eommissions,  state  authorities)  casts  the  future  of  Bay 
area  marine  connnerce  in  a  vague  light.  The  landlord  has  definite  obli- 
gations with  regard  to  i)lanning,  jiromotion,  and  construction,  and 
evidence  supports  the  contention  that  one  landlord  in  these  fields  has 
certain  distinct  advantages  over  various  landlords. 

Port  expenditures  are  not  the  immediate  concern  of  politicians  who 
are  faced  with  the  pressing  day-by-day  needs  of  schools,  utilities,  health, 
welfare,  and  other  government  services  touching  all  our  lives  every 
day.  Ports  have  been  allowed  to  deteriorate  with  what  may  prove  to  be 
a  regrettable  impact  on  the  area's  economy  in  the  future.  It  has  been 
estimated  that  one  out  of  every  three  jobs  in  the  Bay  area  is  dependent 
in  some  way  on  the  waterfront. 

Port  Representation.  Again,  as  with  airports,  the  diversity  of  the 
area's  harbor  i)a1tern  makes  unity  of  purpose  a  difficult  thing  to 
achieve.  In  some  cases,  sueh  as  the  Xorthern  California  Ports  and  Ter- 
minals Bureau,  attempts  have  been  made  to  unify  the  area's  voice  in 
port  representation  before  regulatory  and  governmental  agencies,  but 
as  in  the  case  of  this  bureau,  the  attempt  is  voluntar}-  and  frequently 
stunted  by  lack  of  financial  support.  Representatives  of  the  Federal 
Maritime  Board  and  the  Army  Engineers  have  both  stressed  the  need 
for  one  unified  voice  in  Bay  area  port  matters. 

Research  and  Study.  The  Army  Engineers  are  currently  engaged 
in  a  (•()ni{)rehensive  study  of  the  comj)lexities  of  the  Bay  area  as  regards 
the  harbor  and  the  Bay  itself.  They  will  recommend  that  certain  action 
be  taken.  T'nfortnnately,  tliere  is  no  areawidc  agency  vested  with  the 
power  to  implement  those  recommendations,  nor  is  any  agency  charged 
with  taking  a  broad  subsequent  view  of  the  Bay  and  its  maritime 
potential.  An  authority  presumably  could  help  achieve  both  ends,  not 
by  itself,  but  in  the  sponsorship  of  long-range  development  in  such 
fields  as  dredging,  barriers,  land  use,  and  subsequent  development  of 
both  deep-water  yachting  and  recreational  facilities. 

Summary 

Metropolitan  Needs.  Tp  to  tliis  iioint,  we  have  discussed  s])ecific 
facilities  and  their  specific  needs.  It  may  now  be  well  to  take  the 
broader  view — a  view  of  the  Bay  area  as  it  exists,  not  as  a  multiplicity 
of  hundreds  of  overlapping  governmental  jurisdictions,  but  as  a  casual 
traveler  observes  it — one  immense  metropolitan  com|ilex,  50  miles  across 
and  without  any  perceptible  subdivisions,  both  inter-dependent  and 
inter-complementary. 

In  this  maze  of  overlapping  governments,  an  authority  proposes  to 
eliminate  six  commissions  and  relieve  other  bodies  of  cei-tain  duties.  Tlie 
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resulting  authority  Avould  not  be  the  super-agency  that  some  persons 
claim.  No  government  entity  can  realize  super  proportions  without 
access  to  tax  revenue.  It  is,  and  always  has  been,  the  life  line  of  govern- 
mental monsters.  Rather,  an  authority  merely  proposes  to  meet  prob- 
lems as  they  exist  realistically  and  not  artificially,  or  arbitrarily.  The 
very  fact  that  control  is  centralized  in  one  agency  makes  it  better 
publicized  in  the  press,  more  crystallized  in  the  minds  of  private  enter- 
prise and  the  public  and,  therefore,  more  directly  accountable  to  the 
public  will.  An  authority  would  be  subject  to  numerous  automatic 
checks  and  controls — open  commission  meetings,  public  hearings,  out- 
side audits,  selection  of  commissioners  by  public  bodies,  annual  reports, 
etc.,  but  in  the  final  analysis,  the  one  feature  of  an  authority  which 
safeguards  the  abuse  of  any  of  its  powers  is  the  basic  tenet  of  the 
authority — its  revenues  must  accrue  from  public  acceptance  of  the 
services  offered. 

Population.  It  has  been  estimated  that  the  nine-county  Bay  area 
will  embrace  4,800,000  people  by  1970,  and  17,000,000  people  by  2020. 
Needless  to  say,  this  growth  will  pose  a  multitude  of  problems,  and 
problems  in  government  ultimately  result  in  additional  tax  burdens. 
Think  of  the  effect  this  population  growth,  the  bare  statistics  of  which 
stagger  the  imagination,  will  have  on  the  economic  fabric  of  the  Bay 
area.  The  desperate  needs  for  rapid  transit,  for  additional  vehicular 
crossings,  and  for  better  airports  and  harbors  will  become  virtually 
subordinate  to  the  dozens  of  more  pressing  needs  aggravated  by  such 
growth. 

As  one  graphic  example,  let  us  consider  the  airport  situation  within 
the  Port  of  New  York  Authority  jurisdiction.  The  authority,  serving 
some  13,000,000  people,  now  handles  13,500,000  passengers  per  year 
at  its  four  airports.  B}^  the  end  of  last  year,  the  authority  had  invested 
$221,000,000  in  those  airports.  In  the  next  18  years,  the  authority  con- 
templates spending  $500,000,000  for  airports  alone.  By  w^ay  of  com- 
parison, the  two  Bay  area  airports  last  year  served  4,300,000  air  pas- 
sengers. The  past  investment  at  San  Francisco  and  Oakland  airports 
approximates  $60,000,000.  As  we  have  seen,  only  $42,000,000  additional 
outlay  for  these  facilities  is  contemplated  in  the  future. 

Future  Trade.  AVe  have  already  touched  on  the  need  for  capital 
improvements  in  our  own  harbor  complex,  namely  $50,000,0-00  over  a 
40-year  period  at  San  Francisco.  The  Port  of  New  York  Authority, 
with  control  of  one-fifth  of  the  harbor  facilities  of  the  Port  of  New 
York,  is  planning  to  spend  $290,000,000  on  port  development  within  the 
next  15  years. 

It  is  not  alone  in  bold  future  planning.  Corpus  Christi,  Texas,  is 
spending  $70,000,000  on  harbor  improvements;  Houston,  $18,000,000; 
Miami,  Florida,  $20,000,000;  the  State  of  Louisinana,  $26,500,000  cur- 
rently, and  an  additional  $120,000,000  in  the  next  10  years;  South 
Carolina,  $21,000,000;  and  Mississippi,  $20,000,000.  Even  the  casual 
observer  will  note  that  southern  ports  such  as  these  have  neither  the 
heritage,  nor  the  past  tonnage  volume  to  compare  with  Ba.y  area  ports. 
Additionally,  it  would  seem  that  the  Bay  area  and  the  "West  Coast,  in 
general,  stands  on  the  threshold  of  a  new  and  vigorous  trade  with  an 
industrialized  Far  East.  This  appears  to  be  true  regardless  of  our 
future  trade  policies  with  Red  China.  Traditionally,  the  Golden  Gate 
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has  been  the  "Gateway  to  the  Orient."  Future  trade  patterns,  however, 
are  blind  to  tradition.  It  would  be  conservative  to  say  that  a  Bay  area 
authority  would  require  10  years  for  ultimate  realization,  and  yet  in 
10  years  we  will  be  faced  with  a  population  of  4,800,000.  Future 
planning  is  necessary.  Further  delay  avIU  be  harmful. 

AN  AUTHORITY   DEFINED 

Before  we  embark  on  an  analysis  of  how  and  why  an  authority  can 
meet  the  needs  of  the  Bay  area  it  is  imperative  that  we  fully  under- 
stand just  what  an  authority  means  in  terms  of  operation  and  govern- 
mental structure  and  just  how  it  ditfers  from  our  traditional  concept 
of  government. 

In  the  words  of  one  of  America's  best-informed  students  of  govern- 
ment, Dr.  Luther  Gulick  of  the  Institute  of  Public  Administration, 
"an  authority  is  a  governmental  business  corporation  set  up  outside 
of  the  normal  structure  of  traditional  government  so  that  it  can  give 
continuity,  business  efficiency  and  elastic  management  to  the  construc- 
tion or  operation  of  a  self-supporting  or  revenue-producing  public 
enterprise."  To  paraphrase  this  statement  one  might  say  an  authority 
is  government  employing  the  business  approach,  to  a  specific  function, 
but  with  certain  controls  to  safeguard  the  people. 

The  first  notable  example  of  an  authority  was  the  Port  of  London 
Authority  created  in  1906.  Since  that  time  the  authority  has  been  em- 
ployed in  a  wide  range  of  functions  dealing  with  such  diverse  needs  as 
public  housing,  rural  banking,  terminals,  water  supply,  and  sewage 
disposal  in  addition  to  transportation.  It  has  even  fulfilled  the  narrow 
role  of  financing  and  constructing  a  factory  building  and  an  audi- 
torium. Some  of  the  foremost  examples  of  authorities  include  the  Ten- 
nessee Valley  Authorit}''  and  the  British  Broadcasting  Corporation. 
Locally  we  are  familiar  with  the  California  Toll  Bridge  Authority  and 
the  San  Francisco  Port  Authoritj',  but  many  stringent  controls  make 
them  authorities  in  name  only.  But  this  does  not  explain  the  prereq- 
uisites and  the  peculiarities  of  an  authority.  According  to  Doctor  Gulick 
these  are  many  and  varied : 

1.  An  authority  is  a  corporation.  It  is  immortal ;  it  can  sue  and  be 
sued;  it  can  make  long  term  contracts.  Within  its  specified  juris- 
diction it  can  engage  in  business  under  its  own  powers,  without 
consulting  others  or  getting  a  lot  of  approvals.  Anyone  doing 
business  with  an  authority  can  proceed  just  about  as  lie  would 
with  any  private  corporation. 

2.  However,  the  authority  is  also  governmental,  in  that  it  enjoys 
tax  exemption  as  to  its  securities,  property  and  income,  unless 
these  rights  are  specifically  curtailed,  and  the  corporation  is 
immune  from  interference  by  normal  governmental  regulatory 
officials  or  laws,  including  even  the  Wagner  and  tlie  Slierman 
Acts. 

3.  An  authority  is  outside  tlie  normal  structure  of  governmental 
bureaucracy.  It  is  not  controlled  by  animal  appropriations,  does 
not  submit  a  budget  to  be  adopted  along  with  the  otlier  activities 
of  the  government;  it  sets  its  own  salary  scales  and  personnel 
ndes  instead  of  coming  under  the  regular  civil  service,  adopts 
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its  0"\vii  accounting  and  auditing  system,  and  generally  fixes  its 
own  rates  and  prices  for  service. 

4.  It  follows  tliat  authorities  are  subject  to  democratic  controls 
only  indirectly  and  at  a  distance.  Tliis  control  extends  to  the 
original  definition  of  work  to  be  done  by  the  authority,  that  is 
to  its  "mission,"  and  to  the  appointment  of  the  authority  board 
members  but  not  to  the  way  in  which  the  mission  is  to  be  carried 
out.  And  the  public  review  of  the  w'ork  of  the  authority  and  of  the 
methods  used  does  not  occur  on  a  routine  and  continuous  basis 
as  with  the  traditional  functions  of  government,  but  generally  on 
the  total  operation  and  then  only  after  long  time  intervals.  And 
even  then,  tliere  is  no  simple  and  direct  chain  of  command  run- 
ning from  the  executive  department  of  the  government  to  the 
executive  of  the  authority,  or  through  the  management  arms  of 
the  governmental  executive  to  the  operations  of  the  authority. 
Although  ultimately  responsible  to  the  public,  and  answerable 
to  the  legislative  branch,  when  that  branch  chooses  to  act  by 
law,  an  authority  is  one  stage  removed  from  the  traditional 
bridle  of  continuous  democratic  control. 

5.  An  authority  lives  and  moves  in  a  third  dimension  of  political  life, 
in  that  it  is  generally  a  local  entity  which  can  overlap  the  terri- 
torial jurisdiction  of  municipal  corporations,  or  of  other  local 
civil  divisions  without  disturbing  their  sovereign  existence,  or 
interfering  with  their  traditional  activities,  except,  of  course, 
w^here  some  local  service  is  entrusted  to  the  authority.  Thus  an 
authority  can  reach  across  political  boundaries,  across  city  lines, 
county  lines  and  even  state  lines,  without  raising  the  stubborn 
problems  of  annexation  or  fulminating  the  explosive  passions  of 
entrenched  political  organisms. 

6.  An  authority  is  a  program  agency,  limited  as  to  function  but 
unlimited  as  to  method  of  operation.  This  distinguishes  the  author- 
ity sharply  from  the  traditional  organs  of  government  which  are 
generally  limited,  first  as  to  their  programs,  second  as  to  their 
procedures,  third  as  to  their  expenditures  and  fourth  as  to  their 
daily  operations.  The  mission  of  an  authority  is  defined,  but  the 
methods  which  it  may  explore  to  achieve  that  end,  are  left  un- 
defined. 

7.  "With  few  exceptions,  authorities  perform  services  of  broad  public 
public  concern  which  are  "natural  monopolies"  that  is  services 
in  which  competition  is  inherently  wasteful.  With  such  services, 
as  monopoly  develops  to  achieve  efficiency,  the  private  profit 
motive  does  not  apparently  result  in  the  maximum  extension  of 
service  at  low  price,  but  rather  in  the  restriction  of  competition 
and  the  maintenance  of  high  prices.  Because  of  the  wide  public 
need  for  the  services  involved,  this  introduces  a  vast  "capacity 
for  the  exploitation  of  consumers."  Moreover  in  these  services  the 
private  profit  motive  is  an  unsatisfactory  criterion  of  manage- 
ment policy  and  fails  to  provide  the  incentives  required  for  the 
extension  and  continuous  modernization  of  service.  Thus  the  work 
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entrusted  to  authorities  has  fjenerally  horn  rliaracterized  b}'  public 
interest,  natural  monopoly,  and  ina]iproj)riateness  of  control  pri- 
marily tlirougli  the  profit  motive. 

8.  Another  characteristic  of  the  work  performed  by  authorities  is  its 
extensive  dependence  on  technolofry.  Becau.se  of  this  tlie  avera<?e 
man  and  the  avei-age  legislator,  though  he  values  and  understands 
the  general  quality  of  the  service  received,  cannot  pass  on  the 
techniques  used,  and  knows  that  he  must  leave  these  to  the  tech- 
nicians. 

9.  In  the  duties  entrusted  to  authorities  one  finds  recognition  also  of 
the  need  for  imaginative  enterprise,  elasticity  of  operation  and  the 
experimental  approach  to  new  and  unpredictable  problems. 

10.  Furthermore,  the  services  assigned  to  authorities  are  generally 
self-supi)orting.  That  is  authorities  render  a  service  which  can  be 
sold  to  the  consumer  without  curtailing  its  use  in  violation  oF 
broad  public  interest.  However,  charges  for  such  services  are  a 
matter  of  policy,  as  toll  bridges,  port  facilities,  water  supplies, 
electricity  and  rapid  transit  systems  may  be  operated  at  a  loss, 
or  their  services  may  even  be  entirely  free.  However,  the  work 
assigned  to  authorities  has  generally  been  of  a  character  which 
was  before  the  creation  of  the  government  corporation  undertaken 
by  private  enterprise  and  therefore  Avas  traditionally  part  of  the 
commercial  system  supported  by  specific  charges  for  service.  This 
charge  for  service  serves  also  to  limit  wasteful  and  unnecessary  use 
by  the  consumer.  A  considerable  part  of  the  political  and  adminis- 
trative freedom  of  the  authorities  is  made  possible  by  the  fact  that 
thej''  are  able  to  finance  themselves  by  the  sale  of  services  which 
they  render  without  exorbitant  charges  or  undue  restriction  of 
service. 

11.  From  the  structural  standpoint,  the  authorities  are  generally  set 
up  as  semi-autonomous  corporations,  with  an  unpaid  board  of 
directors  and  a  paid  technical  manager,  following  in  general  the 
structure  of  a  private  stock  company.  There  are  however  many 
exceptions,  with  extensive  use  of  full  time  paid  boards,  especially 
in  England,  where  the  new  socialistic  program  rests  largely  on  the 
use  of  the  ' '  commission  form, ' '  under  which  the  board  is  made  up 
of  operating  department  heads. 

12.  Finall}^  it  is  significant  that  the  debts  of  tlie  authoi'itics  are  gtMi- 
erally  not  part  of  the  governmental  indebtedness  of  the  geographic 
area  which  they  serve,  nor  are  the  prices  which  they  collect  part 
of  the  "tax  burden"  of  the  area.  Public  corporations  generally 
issue  their  debentures  or  stock  against  their  own  assets  and  earn- 
ing power,  not  against  the  "full  faith  and  credit"  of  the  govern- 
ments involved;  and  the  tolls  and  prices  which  they  collect  are 
classed  with  Ihe  commercial  service  charges  borne  by  a  people,  not 
with  the  taxes  exacted  from  them  in  proportion  to  their  ability  to 
pay.  Thus  the  authorities  are  tied  to  the  fluid  economic  system  not 
to  the  political  or  tax  system  with  its  fixed  historic,  geographic 
boundaries. 
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For  our  purposes,  the  Port  of  New  York  Authority  and  to  a  lesser 
degree  the  Port  of  Massachusetts  Authority  and  the  Delaware  River 
Authority  represent  agencies  parallel  in  structure  and  scope  to  the 
proposed  Golden  Gate  Authority.  Each  is  engaged  in  the  operation  and 
control  of  toll  crossings  and  each  has  jurisdiction  in  at  least  one  other 
field.  Of  the  three,  the  Port  of  New  York  Authority  is  by  far  the  best 
known  and  most  important. 

It  was  established  in  1921  by  a  compact  of  the  states  of  New  York 
and  New  Jersey  after  a  four-year  struggle  to  alleviate  the  bitter  con- 
flict over  railroad  rates  between  the  seaport  areas  of  the  two  states. 
It  is  governed  by  a  12-man  board  of  commissioners,  six  members  ap- 
pointed by  the  governor  of  each  state.  Commissioners  serve  without 
compensation  and  are  not  selected  from  the  ranks  of  any  transporta- 
tion field  with  direct  bearing  on  authority  activities  or  from  any  elected 
public  office.  Also,  the  governors  are  not  restricted  by  geographical 
limitations  on  the  residence  of  their  appointees,  except  that  not  less 
than  four  from  each  state  must  be  residents  of  the  authority's  juris- 
diction. The  "at-large"  concept  has  helped  break  down  trans-Hudson 
River  animosities  so  that  no  longer  is  the  location  of  priority  projects 
a  great  concern  except  in  regard  to  wise  planning  and  available  data. 

The  authority  began  modestly  enough  with  annual  appropriations  of 
$100,000  from  each  Legislature.  It  administered  no  facilities.  In  the 
late  twenties  the  authority  constructed  three  bridges  across  the  Kill 
Van  Kull  but  did  not  really  come  into  financial  solvency  until  it  ac- 
quired the  Holland  Tunnel  in  the  early  thirties.  As  the  authority 
evolved  into  a  billion-dollar  public  corporation,  its  role  as  an  arbiter  in 
the  interstate  feud  over  rail  rates  soon  diminished.  But  following  World 
War  II,  the  New  York-New  Jersey  area  was  confronted  with  tremen- 
dous growth  and  the  painstaking  conversion  from  wartime  to  peacetime 
economy.  More  and  more  state  and  local  government  turned  to  the  Port 
Authority  as  the  logical  agency  to  assume  the  task  of  modernizing  and 
developing  new  terminal  facilities,  land,  sea  and  air. 

In  time  it  constructed  the  George  Washington  Bridge  and  Lincoln 
Tunnel,  leased  Newark,  LaGuardia  and  New  York  International  Air- 
ports, and  leased  or  acquired  the  Brooklyn  Grain  Terminal,  the  Port 
of  Brooklyn,  the  Port  of  Newark,  the  Port  of  Hoboken  and  the  Port 
of  Elizabeth.  The  authority  today  manages  19  facilities  in  all  including 
all  Hudson  River  vehicular  crossings,  all  four  public  commercial  air- 
ports and  25  percent  of  the  port  facilities  within  the  metropolitan  area. 
While  some  persons  are  surprised  to  discover  that  the  authority  has 
control  of  only  one-quarter  of  the  marine  facilities,  it  is,  albeit,  the 
most  modern  and  efficient  one-quarter.  It  also  conducts  a  vigorous  pro- 
gram of  trade  and  tonnage  promotion  and  port  research  on  behalf  of 
the  entire  port  complex  which  is  estimated  to  cost  roughly  $1,000,000 
per  year.  Additionally  the  authority  has  constructed  and  manages  an 
inland  freight  terminal  for  railroads,  two  of  the  world's  largest  motor 
freight  terminals  and  the  New  York  Bus  Terminal  which  handles  an 
average  of  130,000  commuters  daily. 

It  is  hard  to  imagine  the  New  York-New  Jersey  metropolitan  area 
without  the  Port  Authority.  AVhen  one  considers  the  direct  dependence 
of  millions  of  persons  on  the  authority's  facilities  and  the  indirect 
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dependence  of  the  entire  economy  on  these  key  transportation  functions, 
the  vital  import  of  the  authority  comes  into  true  perspective.  Nor  are 
the  objectives  of  the  authority  ever  quite  acliieved.  In  an  area  of  explod- 
ing: growth,  tomorrow's  needs  make  a  mockery  of  today's  accomplish- 
ments. At  present  the  authority  has  invested  about  $750,000,000  in  its 
facilities  and  they  have  a  replacement  value  of  twice  that  amount.  In 
the  next  18  years,  the  authority  plans  to  spend  more  than  $500,000,000 
on  airport  develo])ment.  witli  an  additional  $290,000,000  on  marine 
terminals  in  the  next  15  years.  It  is  also  double-deckingr  the  George 
Washington  Bridge  and  will  embark  on  the  construction  of  the  spec- 
tacular Narrows  Bridge,  connecting  Brooklyn  and  Staten  Island,  which 
will  mark  the  greatest  bridge  project  in  history. 

Yet  there  are  storm  warnings  too.  The  authority  has  enormous  finan- 
cial resources  at  its  command.  The  financial  statement  for  1957  showed 
some  $45,000,000  in  net  revenue  and  some  $55,000,000  in  accumulated 
reserves.  In  order  to  finance  its  tremendous  capital  investment  program 
without  recourse  to  tax  subsidies,  the  authority  must  earn  and  main- 
tain large  sums  of  capital.  But  accumulated  government  funds  of  any 
kind  are  a  constant  temptation  to  less  fortunate  agencies  of  govern- 
ment. During  the  past  several  years  the  New  Jersey  State  Legislature 
has  made  a  concerted  effort  to  force  the  Port  Authority  to  take  over 
operation  and  improvement  of  New  York-New  Jersey  rapid  transit, 
which  is  losing  roughly  $20,000,000  a  year.  The  authority  refuses  to 
accept  the  burden. 

It  is  not  our  purpose  to  decide  the  merits  of  the  case  for  or  against 
the  authority.  From  its  own  standpoint,  the  Port  Authority  undoubt- 
edly has  many  valid  arguments  in  defense.  But  this  does  not  help 
solve  the  worsening  status  of  trans-TIudson  rapid  transit.  The  author- 
ity, by  the  very  fact  that  it  is  constituted  as  a  state  agency  and  con- 
trolled by  the  executive  branches  of  two  state  governments,  is  perhaps 
less  prone  to  consider  the  problems  of  local  government  in  the  broader 
context.  In  years  to  come,  local  governments  within  the  metropolitan 
area  may  wish  to  revise  their  relationship  to  the  Port  Authority,  to 
tighten  its  controls  and  bring  it  closer  to  the  local  democratic  level. 
If  the  authority  resists  such  a  move  it  is  denying  the  inevitable  fact 
that  the  total  fabric  of  government  is  more  important  than  one  com- 
ponent pattern. 

The  spectacular  success  of  the  Port  of  New  York  Authority,  espe- 
cially in  tlie  field  of  port  development  and  trade  promotion,  eventually 
led  to  imitation  in  neighboring  areas.  In  port  areas  such  as  Baltimore 
and  Norfolk-Newport  News  the  authority  approach  to  shipping  was 
taken  more  as  a.  defense  mechanism  against  the  inroads  made  by  New 
York  than  anything  else.  The  result  is  that  co-ordinated  effort  has  re- 
warded these  areas  handsomely.  But  the  activities  of  these  authorities 
have  been  confined  to  the  maritime  field.  Boston  and  Phila(lel]>hia  found 
themselves  confronted  with  mounting  transportation  and  trafiie  prob- 
lems as  well  as  the  loss  of  maritime  trade. 

The  Port  of  Massachusetts  Authority  was  established  in  1957  but  w^as 
unable  to  issue  bonds  because  of  an  adverse  bond  market  and  the  fact 
that  its  f'nal)linfr  act  had  impo.sed  a  Ioav  interest  rate  ceiling  on  authority 
bonds.  The  ceiling  was  flnallv  raised  early  this  vear  and  the  autliority 
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issued  its  first  block  of  bonds.  The  authority  was  initially  proposed  to 
finance  an  additional  vehicular  tunnel  crossinji'  near  downtown  Boston. 
The  need  for  this  project  was  obviated  somewhat  when  the  state  con- 
structed a  downtown  network  of  superhij^hways  which  have  materially 
altered  the  pattern  of  tralific  flow.  But  leaders  in  the  Boston  area,  feel- 
ing the  maritime  pinch  of  New  York  and  seeking)'  a  bolder  approach  to 
transportation  development,  soug'ht  to  establish  an  authority  with  con- 
trol over  the  Mystic  River  Bridge,  the  Port  of  Boston  and  the  Boston 
Airport.  This  was  finally  accomplished  early  this  year,  but  the  record 
of  the  authority 's  i)erformance  is  too  brief  to  appraise. 

The  Delaware  River  Port  Authority,  like  the  Port  of  New  York 
Authority,  is  a  compact  between  two  states,  in  this  case  Pennsylvania 
and  New  Jersey.  It  manages  only  the  two  major  Delaware  River  cross- 
ings between  Philadelphia  and  Camden.  Some  years  following  its  in- 
ception, however,  it  was  assigned  the  tasks  of  port  research  and  trade 
development  for  the  entire  port  complex  in  the  Philadelphia-Camden 
area,  a  job  it  has  performed  witli  distinction.  The  commissioners  of  this 
and  the  Massachusetts  Port  Authority  are  both  gubernatorial  ap- 
pointees. 

There  are  at  once  distinguishing  features  of  the  make-up  and  opera- 
tion of  these  three  authorities,  particularly  with  regard  to  the  Port  of 
New  York  Authority.  Summarized  briefly  these  include  a  high  degree 
of  excellence  among  commissioners,  a  highly-paid  and  well-trained  staff, 
a  modicum  of  political  controls  and  a  resultant  vigor  and  imagination 
in  planning  and  operational  techniques.  Another  visible  earmark  of 
these  agencies  is  their  scrupulous  effort  to  avoid  political  entangle- 
ments. However,  this  is  not  to  imply  that  authorities  are  content  to 
ignore  the  political  firmament  or  that  they  turn  a  deaf  ear  to  program- 
ing in  other  branches  of  government.  As  one  official  of  the  Port  of  New 
York  Authority  remarked,  "You'd  be  surprised  just  how  political  we 
have  to  be  to  stay  out  of  polities."  At  the  same  time,  authorities  in 
general  must  be  militantly  mindful  of  the  needs  and  desires  of  the 
public.  In  exchange  for  the  lack  of  day-by-day  supervision  and  control 
which  they  enjoy,  authorities  must  forfeit  the  luxury  of  a  "public-be- 
damned"  attitude.  Thus  we  have  the  prime  example  of  the  Port  of 
New  York  Authority  refusing  to  permit  commercial  jet  airplanes  to 
land  at  New  York  airports  until  they  had  suppressed  the  noise  of  their 
jet  engines  to  a  specified  level  of  tolerance.  The  authority  decided  it 
could  better  withstand  the  criticism  of  the  air  industry  than  the  abuse 
of  sleepless  residents  of  Brooklyn  and  Queens. 

WHY  AN  AUTHORITY  FOR  THE  BAY  AREA? 

It  is  one  thing  to  describe  the  authority  concept,  even  as  it  applies 
in  one  specialized  field.  But  it  is  quite  another  thing  to  relate  that 
concept  to  the  needs  of  a  specific  area,  matching  the  unique  aspects  of 
authority  operation  with  the  economic  and  political  peculiarities  of 
that  area.  Despite  the  peculiarities  of  any  area,  however,  certain  pre- 
requisites in  establishing  the  need  for  the  authority  approach  are  always 
present  and  must  be  considered  carefully  before  there  is  any  attempt  to 
make  the  authority  fit  the  needs  of  an  area  or  vice  versa.  Again  Gulick 
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has  set  forth  the  conditions  where  an  authority  can  prove  of  maxinunn 
benefit : 

1.  "Where  tliere  is  an  important  service  rcquii'ed  broadly  by  the  public 
whicli  cannot  be  left  to  be  performed  by  j)rivate  enterjirise  be- 
cause the  service  constitutes  a  iuitural  monoiioly,  recjuires  the 
exercise  of  governmental  powers,  or  is  of  such  a  character  that  the 
profit  motive  will  not  produce  the  service  required  on  a  fair  price 
basis,  and  where  this  situation  cannot  be  corrected  by  regulation 
without  destroying  incentive  and  enterprise. 

2.  Where  the  service  and  its  associated  controls  can  be  made  self- 
supporting,  without  unduly  curtailing  consumption. 

3.  Where  the  service  depends  upon  a  high  degree  of  reliance  on  tech- 
nology, imaginative  enterprise  and  commercial  elasticity. 

4.  Where  it  is  easy  to  define  the  service  to  be  produced  in  terms  which 
the  ordinar}'  man  can  understand  and  evaluate,  but  where  the 
methods  of  achieving  these  ends  are  hard  to  define  and  evaluate 
because  of  their  technical  and  novel  aspects,  but  where  tlie  total 
operation  can  be  tested  in  terms  of  service  rendered  and  price 
charged. 

5.  Where  stability  of  management  jiolicy  and  long-term  contracts  are 
essential  and  the  interlacing  management  controls  of  noi-mal  bu- 
reaucracy are  inappropriate  and  unnecessary. 

6.  Where  daily  integration  with  other  governmental  services  is  not 
recpiired  and  the  public  interest  can  be  protected  in  spite  of  the 
detachment  of  the  service  from  normal,  continuous  governmental 
controls. 

7.  Where  existing  debt  limits  and  tax  limits  stand  in  the  way  of  new 
types  of  service  which  were  neither  knovvii  nor  contemplated  when 
those  limits  were  established,  parliculai-ly  where  the  new  service 
can  be  financed  through  the  increased  economic  power  of  the  com- 
munity arising  from  the  new  service  rather  than  through  the  tax- 
ing power. 

8.  And  especially  when  the  natural  area  to  be  served  extends  bej'ond 
the  fixed  confines  of  existing  boundaries  of  political  units. 

This  is  not  to  mean  that  all  conditions  must  be  met  before  an  area 
can  risk  employing  the  authority  approach.  Ur.  Gulick  himself  con- 
tinues that  "No  sane  man  would  insist  that  every  one  of  these  con- 
ditions must  exist  before  it  is  decided  to  set  up  an  authority."  lie 
goes  on  to  advocate  the  creation  of  an  authority''  if  most  of  the  condi- 
tions are  met.  It  is  the  opinion  of  the  committee  that  all  of  the  eight 
conditions  have  been  met  to  some  considerable  degree,  particularlj-  six 
of  them.  Because  the  criteria  seem  to  be  demanding  but  sound,  we  have 
taken  the  liberty  to  discuss  each  one  in  brief  detail  as  they  apply  in  the 
Bay  area. 

1.  Certainly  the  services  offered  by  toll  bridges,  airports  aiul  sea- 
ports are  of  crucial  imi)ortance  to  the  public,  if  not  the  funda- 
mental ecoMomy  of  the  Jiay  area.  These  services  are  not  now  ])er- 
foniicd  by  private  enterprise,  except  in  the  case  of  certain  marine 
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facilities  in  the  East  Bay  which  are  publicly  owned  but  privately 
leased  and  operated.  At  one  time,  the  San  Mateo-Hayward,  Dum- 
barton and  oriii'inal  Carquinez  Bridges  were  privately  owned,  but 
did  not  return  euoup:h  of  their  orijjjinal  investment  to  remain  such. 
By  and  large,  the  investment  required  to  build  any  toll  bridge, 
major  harbor  facility  or  airport  is  enough  to  discourage  private 
enterprise. 

Since  these  functions  also  assume  the  importance  of  public  utili- 
ties in  that  they  function  more  to  the  benefit  of  the  public  as 
monopolies,  it  is  wiser  to  keep  them  under  public  ownership.  Too 
many  persons  are  dependent  on  such  facilities  economically  to 
alloAv  them  to  be  controlled  by  private  enterprise. 

The  facilities  in  question  are  already  self-supporting  in  the  main, 
although  certain  harbor  and  airport  facilities  have  either  had  a 
difficult  financial  past  or  face  lean  future  years.  Evidence  indi- 
cates that  most  of  these  so-called  ''marginal"  facilities  can  be 
made  self-supporting  by  taking  a  realistic  look  at  their  future 
capital  expenditure  program  or  by  taking  them  out  of  competi- 
tion with  neighboring  facilities  w'hich  perform  a  similar  function. 

Certainly  no  one  can  deny  that  the  proper  planning  and  adminis- 
tration of  bridges,  airports  and  seaports  depends  upon  a  high 
degree  of  reliance  on  technology,  imaginative  enterprise  and  com- 
mercial enterprise.  It  is  interesting  to  note  that  in  most  interviews 
which  the  committee  staff  conducted  with  officials  of  the  Bay  area 
facilities  under  discussion  a  remarkable  reaction  attended  any 
mention  of  the  Port  of  New  York  Authority.  At  various  times 
these  ofScials  referred  to  the  port  authority  as  the  "mecca"  of 
bridge  management,  the  "prototype  airport  system,"  and  the 
"place  where  we  always  check  first  before  we  plan  any  new  marine 
facilities. ' ' 

On  both  counts  the  fourth  criterion  would  seem  to  apply.  The 
so-called  average  citizen  is  generally  aware  when  his  community 
enjoys  good  overwater  highway  connections  or  good  air  service  or 
when  increased  tonnage  figures  result  in  a  booming  waterfront. 
Yet  few  people  are  aware  of  the  intricacies  of  attracting  or 
handling  marine  tonnage  economically  or  ef^ciently.  Pew  people 
realize  the  complicated  planning  and  financing  that  is  involved  in 
the  building  of  a  major  bridge  like  the  Bay  or  Golden  Gate 
Bridges.  Few  people  could  recite  the  length  of  the  airport  runway 
necessary  to  accommodate  today's  jet  airplane.  Yet  the  public  is 
aware  of  the  charges  on  a  toll  bridge,  and  it  is  aware  if  the  water- 
front has  lost  appreciable  trade  or  the  airport  has  forfeited  ade- 
quate service  because  of  charging  unreasonably  high  rates. 

Stability  of  management  and  long-term  contracts  are  particularly 
essential  in  airport  and  harbor  administration.  These  already  exist 
in  the  case  of  bridges,  where  the  State  Legislature  and  the  Cali- 
fornia Toll  Bridge  Authority  have  determined  policy  and  the 
Department  of  Public  Works  has  carried  out  management  and 
operation.  The  Legislature,  however,  exerts  considerable  political 
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pressuiv  on  dwisdous  to  de^nde  the  Uvatiou  of  new  bridge  projects. 
The  result  has  sometime  be^u  parah-^is  of  iuiy  aotiou  at  all. 

The  Cioldeu  Oate  Bridjre  and  Highway  District  has  had  slight 
turnover  over  the  years  aniouj:  its  dirtvtorate  and  many  directors 
have  servevi  i'   -              years  without  i'  --  .  -. 

laud  Port   C<^         —     ^   and  the  San  ~  s 

Commission  are  rviatively  .  frvnu  liie  va^^jitieBs  %>i  ^vircisau 

polities,  but  the  latter  em: >>  .  only  recently  resolved  an  in- 
tolerable eontliei  with  the  board  of  supervisors  over  which  Kxly 
was  to  uegv^tiate  airport  leases  to  private  carriers^  The  San 
Franciscv*  Port  Authority  is  easil\-  the  most  vulnerable  to  political 
whimsey.  but  has  been  blessevl  recently  with  an  effective  governing 
Kxiy. 

The  important  fact  to  bear  in  r  -  while  bureau- 

cratic controls  are  not  requirevl  in  ^^f  these  facili- 

ties, it  nevertheless  frequently  creeps  in,  often  to  the  detriment 
of  proper  administration. 

6.  This  point  is  partially  met,  but  with  certain  reservations  which 
the  attitude  of  an  authority  would  have  to  resolve.  Under  the 
provisions  of  Senate  Bill  Xo.  576  the  public  interest  is  safe- 
guarvlevi  with  public  meetings  of  the  c\muuissdon.  conflict  of  in- 
terest clauses,  public  b-^  •="-  n  construction  or  supply  contracts, 
public  hearinsrs  on  cor  d  prv\ieets  or  toll  changes,  the  veto 

p  '  .  '      '  <.  outside  audit 

o:  ^  -  imate  reliance 

on  public  favor  aud  use  of  lacilities  lo  maiuiaiu  proper  income 
levels. 

However,  the  daily  integration  with  other  governmental  services 
can  be  extremely  important  because  the  location  of  a  new  bridge  or 
the  degree  of  development  at  a  certain  airport  or  harbor  location 
can  have  '  '     -  "  _  "     :  the  area  and  the  govern- 

ments wL  -  -  The  snthority  herein  t.*on- 

templatevl  is  ;  -  ..evi  lo  «:  v't 

where  it  dirt^  :s  the  .^  >  -  .       ~  :i. 

Some  kind  of  regional  planning  agency  may  soou  become  a  neces- 
sity and  in  the  event  that  it  is  created,  a  close  integration  of  such 
an  agency  with  an  authority  would  be  imperative  on  a  daily  basis. 

~-  T     ^  ^  in  part.  Debt  and  t;.  -   .re  always 

a       :.-      ..    J : -^  and  state  liscal  .._ s,  but  the 

threat  of  limits  does  not  appear  to  curtail  the  future  plans  at  such 
installations  as  San  Francisco  or  Oakland  International  Airports, 
the  Port  of  San  Francisco  or  the  two  bridge  agencies.  This  is 
r-  '     -        '  -*atus  of  ■       ■    -       "  h 

in^  ^  ^     ''o  *be  ^       ■  ^        ^  ".e 

faciiiiies-  -     ^  —  II  as  much  as  tact, 

however.  >  ....  .    ::s  and  the  Port  of 

San  Francisco  may  not  fulfill  the  optimistic  revenue  seheilules 

forecast  for  t**  -  -    ^' - :  by  an  ;••»-• -'  •    ■  ^le  the 

co-ordination  :he  con-  _-.  pro- 

motion and   prv^iecuc::   \v::.:ch,  should   ::is;;re   ;:.e   nuoiicial  self- 
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sufficiency  of  these  facilities  and  [)reclu<le  the  necessity  of  resort- 
ing to  tax  subsidy. 

8.  "VVe  have  already  dwelt  on  the  curious  >xoo<^rn])hy  and  l)ur<reoninf^ 
growth  of  the  Bay  area  and  the  attendant  political  cliaos  caused 
by  a  multiplicity  of  government  jurisdictions  within  the  area.  The 
fundamental  appeal  of  an  authority  lies  in  its  ability  to  skip  arbi- 
trary boundaries  and  meet  broad  problems  on  the  broad  plane 
where  they  exist. 

Although  the  adaptability'  of  an  authority  for  the  Bay  area  may  be 
proven  from  the  academic  standpoint,  it  is  all-important  tliat  leaders 
in  government,  business  and  labor  also  recognize  the  adaptalnlily.  In 
order  to  gauge  the  sentiment  towards  the  creation  of  mi  authority  in 
the  Bay  area,  the  interim  committee  consultant  conducted  countless 
interviews  with  those  officials  who  are  charged  with  directing  policy  at 
the  key  transportation  facilities  herein  discussed.  Various  officials  and 
technicians  in  related  or  allied  fields  of  transportation,  commerce  and 
labor  were  also  consulted.  It  became  abundantly  clear  early  in  the 
interim  study  that  the  authority  approach  was  well  received  in  many 
informed  circles.  Many  of  those  persons  interviewed  were  familiar  with 
the  success  of  the  Port  of  New  York  Authority  and  they  felt  that  there 
were  enough  similarities  in  geography,  politics  and  economy  between 
the  Xew  York  area  and  the  Bay  area  to  draw  a  reasonably  safe  analogy. 

The  committee  encountered  two  problems  in  conducting  personal 
interviews,  however.  Many  of  the  officials,  particularly  high-placed  staff 
administrators  who  did  not  directly  set  policy,  were  quite  willing  to 
discuss  the  authority  concept  from  their  own  personal  point  of  view. 
But  for  obvious  reasons,  they  were  disinclined  to  state  these  views  at  a 
public  hearing.  Also  many  officials  reserved  final  judgment  on  the  idea 
until  they  had  seen  a  version  of  the  proposal  in  })rinted  bill  form. 
Drafting  such  a  voluminous  act  is  no  mean  task,  and  the  work  was  not 
begun  until  sufficieiit  facts  were  in  hand.  The  actual  completio)i  of  final 
legislation  was  dela>ed  until  after  the  1959  General  Session  had  com- 
menced, thus  precluding  the  chance  to  hold  effective  public  hearings 
that  were  pertinent  to  the  recommendations  of  the  committee. 

It  was  not  surprising  that  many  Bay  area  officials  were  enthusiastic 
about  the  prospects  of  an  authority.  The  idea  of  establishing  such  an 
agency,  in  one  form  or  another,  was  hardly  new.  The  first  formal  efforts 
in  this  direction  began  with  creation  of  the  Senate  Fact-finding  Com- 
mittee on  San  Francisco  Bay  Ports  at  the  close  of  the  1949  Session  of 
the  Legislature.  The  committee  was  commonly  referred  to  as  the  "Mayo 
Committee"  after  its  chairman,  Senator  Jesse  M.  Mayo.  Unfortunately 
the  committee  labored  under  one  fundamental  handicap — only  two  of 
the  seven  member  Senators  re[)resented  Bay  area  counties  and  the 
majority  represented  mountain  and  valley  areas.  Despite  the  lack  of 
orientation  with  the  problem,  the  committee  published  a  timely  and 
well-conceived  report  on  marine  facilities  and  the  sharp  decline  in 
maritime  tonnage  in  the  area. 

The  recommendations  of  the  full  committee  led  to  the  creation  of  the 
San   Francisco    Bay   Ports   Commission    which,   in    turn,   created   the 
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Northern  California  Ports  and  Terminals  Bureau  during  the  1953  Ses- 
sion. Both  the  commission  and  the  bureau  will  be  discussed  in  the  sec- 
tion on  marine  facilities,  but  it  should  be  noted  in  passinj?  tliat  the 
Ports  and  Terminals  Bureau  was  restricted  b}'  statute  to  the  field  of 
rate  protection  and  lias  suffered  drastic  cuts  in  budget  and  staff  since  its 
inception. 

Yet  the  Mayo  Committee  set  out  with  more  ambitious  objectives  in 
mind.  A  resolution  adopted  by  Mayor  Elmer  E.  Robinson  and  the 
Board  of  Supervisors  of  the  City  and  County  of  San  Francisco  called 
for  investigation  by  a  legislative  interim  connnittee  "into  the  Port 
Authority  plan  to  determine  the  feasibility  of  creating  such  a  Port 
Authority  for  San  Francisco  Bay."  There  is  further  evideiuic  that  the 
committee  staff  began  a  study  of  the  consolidation  of  bridge,  airport 
and  harbor  management,  and  the  committee  itself  visited  the  Port  of 
New  York  Authority  on  an  inspection  trip.  During  the  general  session 
Senators  Maj-o,  Powers  and  0  'Gara  introduced  legislation  which  would 
have  transferred  all  state-owned  toll  bridges  to  a  commission  appointed 
by  the  (Governor  but  representing  tlie  Bay  area.  This  commission  had 
power  to  negotiate  for  the  acquisition  of  various  transportation  facili- 
ties including  airports  and  seapoi'ts.  The  bill  was  essentially  similar  to 
Senate  Bill  No.  576,  but  no  action  was  ever  taken.  The  full  Mayo  Com- 
mittee settled  for  a  much  more  modest  proi)osal  setting  up  the  Bay 
Ports  Commission,  and  the  subsequent  ho.stility  of  private  marine  ter- 
minal operators  in  the  area  ended  any  further  i)rospects  of  a  region- 
wide  authority. 

Senator  Richard  Dolwig,  a  member  of  tliis  connnittee,  has  twice  in- 
troduced legislation  parallel  to  Senate  l>ill  No.  576,  once  as  an  A.ssem- 
blyman  (A.  B.  No.  1769  in  1955)  and  once  as  a  Senator  (S.  B. 
No.  727  in  1957).  These  bills  would  have  provided  for  a  gubernatorial 
commission,  comprised  of  Bay  area  residents,  to  succeed  to  the  rights, 
powers,  and  property  of  the  California  Toll  Bridge  Authority.  The 
commission  was  also  granted  the  power  to  negotiate  for  acquisition  of 
airports,  harbors,  etc.,  and  to  construct  salt  v/ater  barriers  if  it  saw  fit. 
No  action  was  taken  on  these  bills. 

Several  factors  managed  to  keep  the  authority  concept  alive  in  the 
minds  of  those  close  to  the  transportation  industry.  Aside  from  the 
mounting  achievements  of  the  Port  of  New  York  Authority,  local  trans- 
portation problems  became  more  acute.  The  battle  over  location  of  the 
so-called  southern  crossing  raged  on  in  Sacramento  without  any  prog- 
ress. The  fantastic  boom  in  air  travel  strained  existing  airi)orts  and 
necessitated  further  capital  outlay.  IMaritinu'  tonnage  rose  during  the 
Korean  conflict  but  then  leveled  off.  Ports  coiitinued  on  their  separate 
ways,  content  with  fighting  each  other,  losing  trade  to  the  Port  of 
St()(,'kton  and  its  aggressive  management.  The  Port  of  San  Francisco 
meanwhile  was  falling  into  a  dangerous  state  of  obsolescence. 

In  April  of  1957  the  authority  idea  was  resurrected.  Clarence  Morse, 
chairman  of  the  Federal  I\Iaritime  Board,  addressed  the  annual  lunch- 
con  of  llie  :Marine  Exchange  Inc.  A  lifelong  resident  of  the  Bay  area 
who  was  thoronghly  conversant  with  maritime  problems,  Morse  called 
for  an  end  to  "the  crazy-cjuilt  pattern  of  port  develoj)inent"  in  the 
■<\yr:i.  lie  iir-c(l  tli;it  one  agency  be  sd  np  to  hasten  the  reality  of  what 
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he  called  "one  port"  on  San  Francisco  Bay.  His  words  niijiht  have 
hoon  lost  had  it  not  been  for  the  reactions  of  the  executive  director  of 
the  Port  of  Oakland  and  the  chairman  of  the  Port  of  San  Francisco 
Board  of  Harbor  Connnissioners  (now  the  San  Francisco  Port  Author- 
ity). Both  men  supported  Morse's  contention  that  one  agency  should 
consolidate  and  co-ordinate  the  various  segments  of  the  area's  port 
complex.  But  they  also  insisted  that  hridges  and  airports  be  brought 
under  the  same  agency.  It  was  against  this  backdrop  that  the  Interim 
Committee  on  Bay  Area  Problems  began  its  study  three  months  hence. 

THE  OPERATION  OF  AN  AUTHORITY 
Bridges 

State-owned  toll  bridges  in  the  Bay  area  include  the  San  Francisco- 
Oakland  Bay  Bridge,  San  Mateo-IIayward,  Dumbarton,  Richmond-San 
Rafael  and  Carquinez  Straits  Bridges.  A  sixth  bridge  linking  Benicia 
in  Solano  County  with  Martinez  in  Contra  Costa  County  has  been 
authorized  but  the  bonds  have  not  been  issued  as  yet.  The  administra- 
tion of  these  bridges  is  a  threefold  thing,  divided  among  three  different 
arms  of  State  Government ;  the  Legislature,  the  California  Toll  Bridge 
Authority,  and  the  Department  of  Public  Works. 

The  Legislature  first  authorizes  the  study  of  a  bridge  location  and 
the  feasibility  of  such  a  bridge  and  appropriates  the  funds  to  finance 
the  study,  which  in  turn  is  undertaken  by  the  Division  of  Bay  Toll 
Crossings.  The  division  is  a  specialized  engineering  department  of  the 
Department  of  Public  Works,  but  is  located  in  San  Francisco.  If  the 
division's  initial  studies  indicate  that  a  proposed  bridge  is  feasible  and 
if  the  Legislature  approves  the  site  of  the  bridge,  the  Legislature  may 
authorize  additional  funds  to  finance  detailed  plans,  specifications, 
financial  studies,  and  traffic  origin  and  destination  reports.  When  com- 
])leted  (usually  by  the  Division  and  private  consulting  firms  working 
jointly)  the  reports  are  submitted  to  the  California  Toll  Bridge 
Authority. 

Established  in  1929,  the  Toll  Bridge  Authority  is  esentialh^  an  agent 
of  the  Governor.  He  serves  on  the  five-man  board  along  with  three  of 
his  appointees,  the  Director  of  Finance,  the  Director  of  Public  Works, 
and  one  lay  member.  The  Lieutenant  Governor  is  the  fifth  member. 
The  Toll  Bridge  Authority  reviews  the  feasibility  of  projects  and  may 
veto  proposed  bridge  sites,  but  the  sole  power  of  initiating  projects  lies 
with  the  Legislature  through  its  power  to  appropriate  funds  to  finance 
studies.  The  Toll  Bridge  Authority  also  is  the  fiscal  agent  which  issues 
the  bonds. 

Once  the  bonds  to  finance  construction  of  a  crossing  have  been  issued, 
the  Department  of  Public  AVorks  takes  charge,  supervising  the  construc- 
tion and  handling  the  operation,  maintenance,  and  accounting  of 
bridge  funds. 

Once  the  crossing  is  opened  to  traffic,  the  Department  of  Public 
Works  exercises  virtually  a  free  hand  in  administering  the  bridge.  It 
hires  the  bridge  personnel  and  pays  them  out  of  bridge  receipts.  It 
studies  new  techniques  for  bridge  operation  and  for  renovation  of  the 
existing  structure  and  it  sets  day-by-day  policy. 
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The  chain  of  comniaml  in  biiildiiiji:  bridgres  is  obviously  diverse  and 
Avithont  true  continnily.  As  a  resnlt  several  flaws  in  the  present  admin- 
istration of  state-owned  toll  bridtres  are  at  once  apparent.  The  iniation 
of  new  bridge  projects  is  quite  understandably  subject  to  political  pi-es- 
sures.  The  representation  from  the  six  Bay  area  counties  (including 
Solano)  in  the  Assembly  numbers  only  18  out  of  80.  The  ratio  in  the 
Senate  is  even  less,  6  out  of  40.  Thus  a  proposed  bridge  site  need  not 
have  the  backing  of  most  of  the  area  it  affects  so  long  as  one  legislator 
can  rally  enough  support  from  Southern  C'alifornia  in  the  Assembly 
or  from  outlying  Northern  California  counties  in  the  Senate.  Admit- 
tedly the  Richmond-San  Rafael  Bridge,  which  ranked  lower  in  priority 
than  another  crossing  between  Alameda  County  and  San  Francisco, 
gained  quick  approval  because  the  attention  of  the  Legislature  was 
diverted  to  the  southern  crossing  fight. 

The  southern  or  alternate  crossing  proposal  set  off  a  bitter  12-year 
struggle  which  eventually  engulfed  local  governments,  the  Legislature, 
the  business  community  and  the  metropolitan  press.  It  lias  never  been 
resolved  to  the  satisfaction  of  anyone,  but  recent  developmoits  have 
mitigated  the  pressing  need  for  an  alt(>rnate  link  between  the  two 
metropolitan  centers.  The  Bay  Bridge  is  presently  being  converted  into 
a  double-decked,  unidirectional  bridge  which  is  estimated  will  increase 
the  traffic  capacity  by  35  percent.  The  current  session  of  the  Legisla- 
ture approved  a  project  to  double  the  capacity  of  the  San  Mateo- 
Ilayward  Bridge  and  work  should  commence  on  this  in  the  near  future. 

Rapid  Transit  Tube 

The  most  .significant  action  taken  with  regard  to  the  Bay  Bridge  was 
the  passage  of  a  bill  authorizing  construction  of  a  subaqueous  tube 
to  accommodate  rapid  transit  trains  between  Oakland  and  San  Fran- 
cisco. The  tube,  an  integral  link  in  the  system  proposed  b}^  the  Bay 
Area  Rapid  Transit  District,  would  be  financed  out  of  surplus  Bay 
Bridge  revenues  (requiring  about  $5,0()(),000  a  year  in  debt  payments, 
or  half  the  yearly  net  revenues  of  the  bridge)  but  would  be  contingent 
ou  the  passage  of  a  $500,000,000  bond  issue  to  finance  the  rest  of  the 
rapid  transit  s.ystem.  The  underwater  portion  of  the  tube  is  estimated 
to  cost  $84,000,000  and  the  approaches  to  the  tube  Avould  cost  an 
additional  $31,000,000.  The  cost  of  the  approaches  would  be  repaid 
by  the  transit  district  out  of  operating  revenues. 

If  the  transit  district  is  successful  in  passing  its  major  bond  issue, 
the  tube  will  become  a  realitj^  and  the  commute-hour  traffic  peaks  on 
the  Bay  Bridge  should  be  cut  drastically.  If  the  transit  bond  issue 
fails,  the  conversion  of  the  Bay  Bridge  into  unidirectional  traffic  and  the 
doubling  of  capacity  on  San  ^lateo-IIayward  should  be  sufficient  to 
serve  traffic  needs  until  after  1!)70.  The  important  tiling  to  bear  in 
mind,  however,  is  that  a  local,  special  purpose  district  (the  Kajiid 
Transit  District)  succeeded  in  one  year  Avhere  the  Legislature,  the  Toll 
I^ridge  Authority  and  the  Department  of  Public  Works  worked  for 
12  years  on  a  similar  jiroject  and  failed.  This  is  meant  as  no 
criticism  of  the  state  agencies  involved.  The  Southern  Crossing  pro- 
posals lacked  the  feasibility,  the  freshness  and  the  popular  support 
of  the  proposed  rapid  transit  tube.  But  when  trovernment  is  too  far 
removed    from    the   i)eop]e    it    nffccfs,    it    fre(iuently    esjiou-ses    the    un- 


FINAL  REl'ORT   ON   BAY   AREA   PROBLEMS  93 

\yorkable  or  iiifeasible  proiinuu.  At  the  tiiiio  the  present  administra- 
tion took  offiee  earlier  this  year,  not  one  member  of  the  California 
Toll  Bridye  Anthorit}-  was  or  had  been  a  resident  of  the  Jiay  area. 
Kesideneo  is  not  a  prereqnisite  to  one's  familiarization  with  the  prob- 
lems of  an  area  but  neither  should  it  be  avoided.  Compounding  this 
situation  is  the  faet  that  all  but  one  of  the  five  members  of  the  Toll 
Bridge  Authority  are  full-time  public  officials  Avith  heavy  work 
schedules. 

Public  Law  154 

Ideally,  the  outstanding  debt  of  all  toll  bridges  in  the  area  should 
be  refinanced  with  one  consolidated  bond  issue.  The  revenues  from 
all  bridges,  including  those  that  are  debt  free  like  the  Bay  Bridge, 
could  then  be  pooled  into  one  general  fund  pledged  to  retire  the  out- 
standing debt.  In  this  way,  more  favorable  interest  rates  could  be 
attracted  on  the  bond  market  and  a  substantial  savings  w^ould  result. 
In  its  first  meeting  of  1959  the  Toll  Bridge  Authority  unanimously 
passed  a  resolution  providing  for  steps  to  be  taken  to  consolidate  the 
debt  of  all  bridges.  However,  there  is  one  major  obstacle  to  this  plan. 

When  the  State  contemplated  the  route  of  the  Bay  Bridge  before 
its  construction,  it  had  to  obtain  access  across  federal-owned  Goat 
Island.  In  granting  access,  the  Federal  Government  required  that  the 
Bay  Bridge  become  toll  free  when  its  debt  was  finally  retired.  In 
1953  Congress  passed  Public  Law  15-t  which  permitted  the  continued 
collection  of  tolls  on  the  Bay  Bridge  for  the  construction  of  not  more 
than  two  additional  crossings  between  Alameda  County  and  either 
San  Francisco  or  San  Mateo  Counties.  Thus  Bay  Bridge  revenues 
cannot  be  used  to  retire  the  debt  of  any  bridges  except  crossings  which 
are  permitted  by  Public  Law  154.  While  the  repeal  of  this  law  is 
necessary  to  make  way  for  a  consolidated  bond  issue,  it  may  prove 
difficult  to  obtain.  Political  developments  have  pitted  the  California 
congressional  contingent  against  other  sectors  of  the  Country,  on  issues 
involving  federal  aid  to  eastern  toll  roads,  so  it  may  prove  impossible 
for  California  congressmen  to  rally  enough  support  for  outright  repeal 
of  the  law.  It  may  be,  however,  that  the  law  can  be  amended  to  allow 
greater  latitude  in  the  disposition  of  Bay  Bridge  revenues,  at  least 
to  accommodate  the  construction  of  a  rapid  transit  tube. 

Aside  from  legal  complications,  the  plan  for  a  consolidation  of  debt 
and  revenues  will  be  criticized  because  it  imposes  a  penalty  on  the 
users  of  debt  free  bridges  to  the  advantage  of  users  of  other  bridges. 
By  the  same  token,  the  authority  plan  will  be  criticized  because  it 
contemplates  the  diversion  of  bridge  funds  in  one  sector  of  the  area 
to  support  airport  or  seaport  development  in  another  sector.  The  criti- 
cism is  only  valid,  however,  in  a  very  limited  sense.  Little  diversion 
will  take  place  since  a  self-supporting  agency  cannot  afford  to  embark 
on  many  projects  which  are  not  reasonably  certain  of  becoming  self- 
supporting.  Pooling  of  resources  provides  better  interest  rates  and 
expedites  the  realization  of  projects  which  might  have  excellent  long- 
range  financial  prospects  but  not  a  great  enough  potential  initially. 
Such  a  project  is  the  Richmond-San  Rafael  Bridge  which  started 
shakily  but  is  now  approaching  self-sufficiency.  The  importance  of 
pooled  revenues  is  the  broad  credit  base,  in  short  the  illusion  of  money 
rather  than  the  actual  expenditure  of  money. 
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We  cannot  agree  \vitii  tlie  thesis  that  all  revenues  earned  from  a 
debt-free  facility  shouhl  be  i)h)wed  back  into  a  similar  facility  in  the 
same  vicinity,  if  this  were  the  policy,  then  the  growtli  of  an  area 
would  pyramid  before  it  would  fan  out,  thus  compounding  the  costs 
of  government  and  the  problems  of  planning.  In  this  enlightened, 
mechanized  age  we  must  admit  that  what  is  good  for  Oakland  is  good 
for  San  Francisco,  that  which  benefits  San  Mateo  also  leaves  its  mark 
on  Contra  Costa. 

The  following  points  have  come  to  light  in  studies  by  this  committee, 
Coverdale  and  Coli)itts  engineering  firm  and  tlie  State  ]:)epartment 
of  Public  Works  indicating  the  advantages  that  could  result  from  the 
management  of  Bay  area  toll  bridges  by  a  Golden  Gate  Authority: 

1.  The  Bay  area  would  have  a  complete  voice  in  bridge  management 
rather  than  the  minority  voice  it  now  exercises  in  the  Legislature. 
The  decisions  regarding  bridges  would  be  removed  from  the  direct 
political  arena,  thus  allowing  engineering  and  technical  data  to 
plaj"  a  larger  part  in  technical  decisions. 

2.  Bridge  projects  could  be  expedited,  since  pooled  resources  would 
make  bonds  more  attractive  and  would  enable  tlie  financing  of 
bridge  projects  that  might  not  be  innnediatcl}-  self-sustaining. 

3.  Bridge  tolls  could  be  set  at  an  across-the-board,  uniform  rate  or 
by  standard  units  which  would  allow  commute  tickets  to  be  used 
interchangeably  on  all  bridges. 

4.  If  such  a  uuit  system  were  used,  a  system  of  automatic  toll  col- 
lection and  standard  accounting  procedures  would  result  in  con- 
siderable savings  on  bridge  overhead.  These  savings  might  enable 
the  authority  to  loAver  tolls  on  certain  bridges,  and  perhaps  in 
time,  on  all  bridges.  The  Department  of  Public  Works  has  opened 
one  automatic  toll  gate  on  the  Bay  Bridge,  adopting  the  system 
that  has  been  in  use  on  Port  of  New  York  Authoritj^  bridges  for 
some  time. 

5.  Maintenance  equipment,  which  is  now  assigned  to  individual 
bridges,  could  be  i^ooled  for  use  on  all  bridges,  thus  reducing 
overhead  further. 

6.  An  authority  would  also  provide  a  local  agency  similar  in  struc- 
ture to  the  Kapid  Transit  District,  and  both  agencies  could  co- 
operate easier  in  the  achievement  of  mutual  aims. 

The  Golden  Gate  Bridge  and  Highway  District 

A  further  salient  advantage  in  authority  nunuigement  of  bridges  is 
tlie  logic  of  incorporating  the  Golden  Gate  Bridge  into  such  an  agency. 

Several  attempts  have  been  made  to  transfer  the  Golden  Gate  Bridge 
from  the  existing  liridge  and  Highway  District  to  the  State.  In  lOf),'?  a 
Seiuite  Interim  Connnittee  recommended  the  inclusion  of  the  bridge 
in  the  State  Highway  System  in  a  report  entitled,  "Problems  Concern- 
ing the  Inclusion  of  the  Golden  (4ate  Bridge  Into  the  State  Highway 
System."  The  report  contains  opinions  b.y  both  the  Legislative  Counsel 
and  the  Attorney  General  which  state  that  the  bridge  can  legally  be 
transferred   to   an   agency   of   the   State.    W(^   quote   an    excer])t    i'rom 
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Opinion  No.   52-191,   November   18,    1952,   of   the   Attorney   General's 

office : 

"It  is  therefore  our  opinion  that  the  district  has  no  title  as 
against  the  State  to  be  accpiired  by  the  State  through  purchase, 
lease  or  condtMimation,  but  that  by  legislation  such  changes  in  the 
management  and  operation  of  the  bridge  may  be  made  as  the 
Legislature  deems  proper,  subject  only  to  the  contractural  rights 
of  the  bondholders  as  to  the  security  of  their  investment." 

While  the  transfer  of  the  Golden  Gate  Bridge  may  be  legally  proper 
and  governmentally  wise,  political  considerations  have  heretofore 
blocked  such  a  maneuver.  The  195.3  Senate  report  was  signed  by  only 
one  Senator.  Four  Senators  submitted  a  dissenting  opinion,  and  two 
other  Senators  failed  to  sign  either  report.  Among  its  various  findings, 
the  committee  staif  found  "that  the  Golden  Gate  Bridge  is  not  being 
operated  by  the  present  management  in  an  efficient  and  businesslike 
manner  to  the  best  interest  of  the  public."  It  went  on  to  criticize  the 
methods  employed  in  the  purchase  of  paint,  which  constitutes  a  con- 
siderable item  of  expenditure  on  the  bridge. 

This  report  does  not  attempt  to  explore  the  inner  workings  of  the 
Golden  Gate  Bridge  and  Highway  District  as  the  1953  report  did.  But 
several  points  are  worth  making.  First,  the  general  manager  of  the 
bridge  receives  an  annual  salary  of  $20,800  while  his  counterpart  with 
the  State  Department  of  Public  Works  receives  $14,500  annually, 
despite  the  fact  that  he  is  responsible  for  the  operation  and  maintenance 
of  five  toll  bridges. 

The  board  of  directors  which  govern  the  district  is  comprised  of  14 
members,  seven  from  San  Francisco,  two  each  from  Marin  and  Sonoma, 
and  one  each  from  Napa,  Mendocino,  and  Del  Norte.  There  is  a  dis- 
turbing lack  of  turnover  among  the  directors  of  the  district.  The  aver- 
age term  in  office  of  the  present  board  of  directors  is  11^  years  in  spite 
of  the  fact  that  directors  are  appointed  by  county  boards  of  super- 
visors for  only  four-year  terms.  As  a  result,  the  district  has  become 
insulated,  to  a  degree,  from  the  will  of  the  public.  Particularly  is  this 
true  Avith  regard  to  the  lowering  of  tolls.  Each  reduction  has  come 
only  after  a  bitter  and  prolonged  battle,  despite  the  excellent  financial 
status  of  the  district  over  recent  years.  In  this  regard,  however,  it 
should  be  pointed  out  that  casual  tolls  are  now  as  low  as  any  in  the 
Bay  area  and  commute  tolls'  are  now  the  lowest  in  the  area. 

Insulation  has  also  stemmed  from  the  lack  of  news  coverage  given 
the  district  by  the  press.  This  is  no  fault  of  the  district  and  is  under- 
standable when  one  considers  that  the  management  and  operation  of  a 
prosperous  toll  bridge  does  not  involve  the  kind  of  weekly  policy  de- 
cisions that  stimulate  public  interest.  Public  apathy  toward  the  Golden 
Gate  Bridge  and  Highway  District  and  similar  single-purpose  govern- 
ments will  continue  until  their  affairs  are  noteworthy  enough  to  pro- 
voke publicity  and  interest.  This  could  best  be  done  by  merging  the 
several  governm-^ents  in  charge  of  transportation  facilities  into  one 
agency  whose  affairs  would  be  of  sufficient  moment  to  warrant  a  promi- 
nent place  in  the  public  eye. 

The  District  estimated  earlier  this  year  that  the  bridge  would  reach 
the  point  of  traffic  saturation  at  peak  commute  hours  by  1966.  The 
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Legislature  and  Department  of  Pnblic  "Works  liave  already  recognized 
the  need  for  an  additional  t-rossinji'  between  Marin  and  ISan  Francisco, 
although  the  Tibnron-Kussian  Hill  site  proposed  jointly  by  these  bodies 
aroused  enough  controversy  to  discourage  further  studies  of  that  loca- 
tion. The  Bridge  District  poses  a  distinct  obstacle  to  the  construction 
of  another  Marin-San  Francisco  crossing,  although  through  no  fault  of 
its  own.  By  its  indcj^endent  nature  and  statutory  sanction  the  district 
is  not  concerned  with  future  bi'idges  whicli  might  compete  with  the 
Golden  (Jate  Bridge.  It  is  charged  by  law  with  tlie  operation  of  the 
bridge,  the  retirement  of  all  outstanding  debt,  and  when  this  is  accom- 
plished it  is  pledged  to  make  the  span  toll-free.  During  the  life  of  the 
debt  on  the  Golden  Gate  Bridge  the  construction  of  a  competing  bridge 
would  be  a  distinct  threat  to  financial  soundness  of  the  Bridge  District. 
Once  the  bridge  became  toll-free  it  would  jeopardize  the  status  of  a 
competing  bridge  that  was  burdened  with  heavy  debt.  The  only  way  out 
of  the  dilemma  is  to  incorporate  the  Golden  Gate  Bridge  with  tlie  same 
jurisdiction  that  builds  an  additional  ]\Iarin  span,  wiiether  it  is  the 
State  Department  of  Public  Works  or  a  local  authority. 

During  the  course  of  testimony  on  Senate  Bill  Xo.  576  District  repre- 
sentatives foresaw  grave  dangers  in  the  transfer  of  the  bridge  to  the 
proposed  Golden  Gate  Authority.  But  most  of  these  dire  predictions 
were  unfounded.  The  Golden  Gate  Authority  would  not  contemplate 
closing  the  bridge  to  residents  of  the  Bridge  District  and  no  one  has  any 
intention  of  moving  the  bridge  to  another  location. 

In  its  May  19th  form,  Senate  Bill  No.  570  provided  more  safeguards 
for  both  the  residents  of  the  district  and  the  holders  of  district  bonds 
than  do  the  present  District  statutes.  These  safeguards  can  be  sum- 
marized briefly  as  follows: 

1.  Repayment  of  the  tax  monies  originally  levied  against  the  prop- 
erty of  the  district  to  each  of  the  member  counties.  This  amount  is 
in  excess  of  $450,000. 

2.  The  accumulation  of  all  bridge  revenues  in  a  trust  fund,  frozen  by 
law,  to  be  used  for  the  retirement  of  all  outstanding  bonds.  Present 
statutes  do  not  require  such  a  fund,  although  the  policy  of  the 
bridge  district  has  been  to  allow  these  revenues  to  accumulate  in 
sinking  and  insurance  funds. 

'.].  The  power  of  review  exercised  by  the  authority  over  any  fiscal 
action  taken  by  the  bridge  district.  This  provides  a  double  safe- 
guard of  public  funds  by  two  public  agencies  instead  of  one. 

District  representatives  insist  that  the  bridge  will  become  toll-free 
when  the  last  bonds  are  retired  in  1972.  They  also  point  out  that  the 
proposed  authority  does  not  foresee  a  toll-free  Golden  Gate  Bridge  and 
insist  that  the  authority  would  divert  bridge  revenues  to  projects  else- 
where in  the  Bay  area.  In  view  of  the  District's  own  traffic  forecast, 
however,  it  would  seem  misleading  for  the  District  to  promise  a  toll-free 
bridge.  If  rapitl  transit  becomes  a  reality-,  bridge  funds  logically  could 
be  spent  to  provide  a  crossing  for  trains,  just  as  Bay  Bridge  revenues 
will  be  used  to  construct  the  tube  between  San  Francisco  and  Oakland. 
Subsequent  to  that,  studies  will  have  to  be  undertaken  on  another  cross- 
ing somewhere  between  Marin  and  San  Francisco  and  Golden  Gate 
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revenues  should  be  used  to  finance  such  a  project.  If  these  tilings  are 
accomplished,  the  revenues  of  the  Golden  Gate  ]>rid<^e  will  be  earmarked 
well  into  the  Twenty-first  Century.  It  is  difficult  to  foresee  the  possibil- 
ity of  an3^  diversion  of  monies  for  decades  to  come.  However,  the 
financial  strength  of  the  bridge  could  help  broaden  the  credit  base  for 
financing  many  different  projects.  Similarly,  the  pooled  revenues  of  a 
Golden  Gate  Authority  would  be  available  in  the  eyent  that  revenues 
on  the  Golden  Gate  Bridge  were  insufficient  to  retire  outstanding  bonds. 
The  likelihood  of  this  hap])ening  is  fairly  remote,  but  the  bondholders 
and  taxpayers  of  the  District  would  have  much  greater  protection  under 
Senate  Bill  No.  576  than  under  the  District. 

Finally,  representatives  of  the  District  offered  amendments  to  Senate 
Bill  No.  576  which  would  have  required  a  special  election  in  the  District 
before  the  bridge  could  be  transferred  to  the  authority.  The  amend- 
ments were  defeated.  Since  the  District  was  not  created  by  a  vote 
of  the  people  (the  only  election  held  provided  the  District  with  taxing 
power)  but  is  a  creature  of  the  Legislature,  it  would  seem  pointless  to 
call  a  special  election  for  the  purpose  of  deciding  a  transfer  which  does 
not  affect  funds,  taxing  power,  bridge  tolls,  personnel  or  other  central 
factors.  In  addition,  elections  of  this  nature  can  be  costly.  The  Bridge 
District  annually  contributes  $25,000  to  the  Redwood  Empire  Associa- 
tion and  also  budgets  money  to  advertise  the  bridge,  which  seems  rather 
unorthodox  practice. 

Under  Senate  Bill  No.  576,  the  authority  would  not  take  over  the 
operating  personnel  of  any  bridges  until  after  the  1961  Session  of  the 
Legi.slature.  The  transfer  of  the  Golden  Gate  Bridge  would  not  occur 
until  after  that  date  and  the  operating  personnel  of  the  Department  of 
Public  Works  could  remain  within  the  department  although  it  would 
be  working  on  certain  authority-controlled  facilities.  The  authority 
could  then  reimburse  the  department  for  the  use  of  employees  and  any 
other  costs  incurred. 

Since  the  act  provides  for  the  transfer  of  all  personnel  on  every 
facility  taken  over,  a  great  deal  of  study  must  be  given  to  the  problems 
of  civil  service  rights,  retirement  and  fringe  benefits,  collective  bargain- 
ing rights,  etc.,  so  that  a  comprehensive  plan  may  be  devised  for  the 
orderly  transfer  of  everyone  at  some  future  date. 
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Airports 

The  two  major  connuercial  airports  in  the  IJay  area  represent  two 
(liU'ereiit  administrative  approaches.  The  Metropolitan  Oakhaid  Inter- 
national Airport  is  tJio  property  o£  the  Oaliland  Port  Connnission,  a 
five-member  group  sek>cted  by  the  city  council  upon  nomination  by 
the  mayor  of  Oakland.  San  Francisco  International  Airport  is  governed 
directly  by  the  San  Francisco  Public  Utilities  Connnission  which  like- 
wise is  a,  five-man  body  appointed  by  the  mayor  of  tlie  city. 

Prom  here  on  the  administration  of  tlie  two  installations  varies.  The 
Oakland  Port  Connnission  also  administers  the  Port  of  Oakland  and 
enjoys  a  considerable  degree  of  autonomy  from  both  the  mayor  and 
the  city  council.  The  commission  issues  both  revenue  and  general  obli- 
gation bonds.  The  San  Francisco  Public  Utilities  Commission  controls 
many  diverse  activities  including  the  water  suppl.y  system  and  the 
nmnicipal  railway.  It  can  issue  general  obligation  bonds  only  and  does 
not  enjoy  the  freedom  of  action  of  the  Oakland  l*ort  Commission.  Until 
last  November  it  was  given  no  exclusive  right  to  negotiate  leases  at  the 
airport  and,  therefore,  some  leases  were  negotiated  by  the  PUC  and 
others  by  the  San  Francisco  Board  of  Supervisors.  The  voters  approved 
a  ballot  proposition  last  November,  however,  giving  the  PUC  sole  juris- 
diction in  lease  negotiations. 

AVe  have  already  touched  on  the  need  for  co-ordinated  development 
of  the  two  airports.  The  proximity  of  the  facilities,  their  present  couj- 
petitive  position,  and  the  vast  demands  on  airport  development  set  off 
by  the  advent  of  commercial  jet  aircraft  are  evidence  enough  for  the 
need  of  a  complementary  relationship  between  the  two  facilities.  Fur- 
ther, the  Port  of  New  York  Authority  estimates  the  volume  of  that 
air  travel  in  the  United  States  will  increase  four  times  in  the  next  20 
years.  So  there  is  every  likelihood  that  a  third  and  perhaps  a  fourth 
commercial  airport  will  be  required  to  serve  the  area  in  the  near  future. 

The  need  for  airport  consolidation  has  not  been  questioned,  but  con- 
siderable doubt  has  arisen  as  to  the  method  by  which  an  authority  could 
acquire  the  facilities  and  as  to  the  safeguards  and  benefits  which  would 
result  to  the  proprietor  cities.  Joseph  Martin,  Jr.,  a  member  of  the 
San  Francisco  Public  Utilities  Commission  answered  these  two  questions 
in  a  presentation  to  the  San  Francisco  Board  of  Supervisors  March  12, 
1959  concerning  the  proposed  Golden  Gate  Authority.  We  have  quoted 
at  some  length  from  Mr.  Martin's  remarks  because  we  feel  they  shed 
considerable  light  on  the  transfer  and  operation  of  airports  by  an 
outside  agency. 

"My  remarks  will  be  directed  toward  two  subjects.  First,  the 
safeguards  which  are  now  or  should  be  included  in  the  bill  to  make 
certain  that  no  transaction  can  be  approved  which  is  inimical  to 
the  people  of  San  Francisco.  Second,  the  advantages  which  I  can 
see  would  accrue  to  the  people  of  San  Francisco  as  well  as  to  people 
of  the  Bay  area  by  the  eventual  combination  of  all  major  airports. 

The  first  safeguard  lies  in  the  fact  that  it  will  be  imjoossible  for 
any  authority  to  turn  its  attention  to  airports  for  several  years. 
As  pointed  out  in  the  report  of  the  Committee  on  Trade  and  Trans- 
portation,  the   authority   should   first   concentrate   its   efforts   on 
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taking  over  the  bridges;  tlieu  turn  to  the  ports;  and  only  after 
these  matters  are  well  in  hand  should  it  commence  negotiations 
with  respect  to  the  airports.  Thus  any  projxjsal  to  place  the  airi)ort 
in  the  authoi'ity  and  tlie  terms  upon  which  such  action  would  take 
place  can  be  thoroughly  thought  out  and  fully  discussed  by  all 
concerned. 

The  second  major  safeguard  is  the  fact  that  the  airport  cannot 
be  assimilated  until  the  airport  statf,  the  Public  Utilities  Commis- 
sion, the  mayor,  the  board  of  supervisors  and  the  voters  of  the 
City  and  County  of  San  Francisco  are  satisfied  that  such  a  course 
will  be  in  the  best  interests  of  San  Francisco.  I  would  not  presume 
to  set  forth  any  definite  procedure  which  this  or  subsequent  boards 
of  supervisors  would  follow  with  respect  to  this  problem.  I  can, 
however,  bj'  way  of  illustration,  suggest  one  possible  Avay  that 
the  matter  would  be  handled. 

No  negotiations  should  be  permitted  to  commence  until  the 
board  of  supervisors  has  consented  to  their  being  uiulci-taken.  It 
is  logical  to  assume  that  the  board  would  outline  in  general  terms 
tlie  conditions  ui)on  which  it  would  be  willing  to  transfer  the  San 
Francisco  air])()rt  to  an  autliority.  In  other  words,  the  board  should 
set  up  the  ground  rules  under  which  negotiations  would  be  con- 
ducted. Certain  points  would  undoubtedly  be  included  in  these 
ground  rules. 

1.  The  form  of  transfer.  It  might  be  a  sale,  coiulitional  sale, 
lease  or  such  other  form  as  the  board  might  determine  would 
be  best.  It  is  my  personal  opinion  that  the  interests  of  the 
city  would  be  best  protected  by  a  lease. 

2.  The  financial  criteria  upon  which  the  Public  Utilities  Com- 
mission would  be  permitted  to  negotiate.  This  would  undoubt- 
edly include  the  receipt  of  equitable  compensation  (including 
reimbursement  for  past  expenditures)  by  the  city. 

3.  Basic  guarantees  to  insure  necessarj'  service  for  the  people 
of  San  Francisco. 

4.  The  establishment  of  proper  standards  of  operation,  main- 
tenance, replacement  and  improvements  to  make  certain  that 
the  security  for  the  authority's  obligation  to  the  city  could 
not  be  weakened. 

The  next  step  would  be  negotiation  of  a  detailed  contract  by 
the  airport  management  within  the  limitation  established  by  the 
board  of  supervisors.  Once  such  a  contract  had  been  agreed  uix)n, 
it  would  be  presented  to  the  Public  Utilities  Connnission  which, 
after  jniblic  hearings,  would  adopt  it  and  transmit  it  to  the  bt)ard 
of  sujiervisors.  There  it  would  be  heard  in  connuittee  and  by  the 
whole  l)oard.  All  of  these  hearings  would  be  public  and  the  terms 
of  the  transaction  would  be  available  for  criticism  and  discussion 
by  all.  Upon  adoption  by  the  board,  the  mater  would  be  placed 
upon  the  ballot  and  the  voters  of  San  Francisco  would  make  the 
final  decision. 

This  long,  public  procedure  guarantees  that  the  airport  could  not 
be  transferred   to  an  authority  unless  the  terms  of  the  transfer 
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protected  and  furthered  the  interests  of  the  people  of  San  Fran- 
cisco. All  of  the  facts  wonld  be  open  and  public  and  each  detail 
would  be  subject  to  the  scrutiny  of  every  group  having  an  interest 
in  the  subject. 

Let  us  turn  now  to  the  possible  advantages  which  might  accrue 
from  the  transfer  of  an  airport  to  an  authority.  From  my  experi- 
ence with  the  airport  T  believe  that  a  transfer  within  the  next  10 
years  would  bring  at  least  the  following  advantages  to  San  Fran- 
cisco : 

1.  Tt  is  conceded  that  additional  bond  issues  will  be  necessary  to 
develop  fully  the  San  Francisco  International  Airport.  If  this 
facility  is  transferred  to  an  authority,  the»se  bonds  will  not  be 
a  charge  against  the  maximum  legal  bonding  capacity  of  the 
city,  and  the  amounts  of  these  additional  issues  could  be  used 
for  other  civic  projects. 

2.  A  combination  of  the  personnel  of  the  various  major  airports 
will  enable  the  development  of  a  staff  which  would  be  capable 
of  greater  specialization  than  is  possible  under  the  present 
separate  operation.  Without  increasing  the  total  number  of 
employees,  it  will  be  possible  to  assign  additional  personnel 
to  such  specialized  subjects  as  route  cases,  future  planning 
and  rate  studies.  At  the  present  time  each  of  the  airports  has 
dit^culty  in  performing  many  of  these  functions  due  to  limita- 
tions on  the  number  of  personnel  which  each  can  economi- 
cally employ. 

3.  The  centralization  of  management  of  the  major  airports  of  the 
Bay  area  will  permit  the  development  of  traffic  flow  patterns 
along  logical  lines  which  will  eliminate  duplication  and  waste 
and  w^ll  undoubtedly  enhance  the  safety  of  air  travel  in  what 
will  in  a  very  short  time  be  an  extremely  crowded  air  space. 

4.  Centralization  of  management  will  permit  the  establishment 
of  uniform  and  sound  business  practices  in  each  of  the  par- 
ticipating airports  and  avoid  the  offering  of  special  rates  or 
other  concessions  which  are  basically  uneconomic.  In  short, 
establishment  of  uniform  practices  would  prevent  unhealthy 
economic  warfare  between  the  airports.  This  problem  is  one 
that  has  given  the  commission  considerable  concern  over  the 
past  years.  I  need  only  recite  the  example  of  one  of  our  tenants 
"shopping  around"  with  our  competitors  when  negotiations 
between  that  company  and  the  city  for  a  maintenance  base 
did  not  seem  to  be  proceeding  in  the  way  that  the  company 
desired. 

5.  The  combined  political  Aveight  of  the  entire  Bay  area  can  be 
put  behind  requests  to  various  state  and  federal  bodies  for 
new  routes  and  additional  service  and  other  matters  which 
vitally  affect  aviation  in  this  area.  The  record  shows  that  the 
Bay  area  has  consistentl.y  lagged  behind  Los  Angeles  in  these 
matters.  In  my  opinion  our  lack  of  unity  within  the  area 
has  been  one  of  the  major  causes  of  this  lag. 
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(i.  AVithin  the  foreseeable  future,  tlie  Bay  area  will  not  have 
Uvo,  but  three  and  probably  four  major  airports.  If  all  of 
them  are  under  one  manap:ement,  each  can  be  developed  to 
comiilement  the  others.  Specialization  of  function  can  be 
carried  a  long  with  with  resulting  avoidance  of  costly  dupli- 
cation and  wasteful  competitive  practices.  This  is  extremely 
important  inasmuch  as  the  in-incipal  development  of  aviation 
during  the  past  10  years  has  been  concerned  with  only  one 
phase  of  the  business— the  phase  relating  to  trips  of  250  miles 
or  over.  Mr.  Curtis,  the  President's  aviation  advisor,  stated 
that  at  the  present  time  trips  of  under  250  miles  are  not 
economically  attractive. 

It  i.s  inevitable,  however,  that  s(mie  type  of  plane  will  be 
developed  which  will  change  this  situation.  AVlien  this  hap- 
pens, the  large  growth  that  we  have  seen  in  long  haul  flights 
will  immediately  be  duplicated  in  short  haul  flights,  and 
greatly  ex])anded  facilities  will  be  required — beyond  the  abil- 
ity of  separate  managements  to  provide.  The  same  is  true  with 
regard  to  air  freight.  This  business  is  oidy  in  its  infancy. 
General  Quesada,  in  his  speech  last  week,  stated  that  the 
Federal  Government  is  presently  engaged  in  attempting  to 
develop  a  specialized  and  economic  cargo  plan.  When  this 
happens,  we  can  expect  a  ra]nd  increase  in  the  number  of 
planes  engaged  in  the  air  freight  bnsines.s.  In  addition,  private 
and  executive  aircraft  are  increasing  constantly  and  I  w^ould 
not  be  surprised  to  see  onr  situation  eventually  become  much 
like  that  of  New  York  where  a  separate  airport  is  necessary 
for  aircraft  of  this  type.  In  short,  if  the  limited  air  space 
available  to  the  Bay  area  is  to  be  used  to  its  full  potential, 
the  major  airports  in  this  area  must  in  the  foreseeable  future 
be  combined  under  one  management. 

In  conclusion,  I  feel  that  in  the  foreseeable  future  the  factors  of 
safety,  economy  and  efficiency  will  compel  the  centralization  of  the 
nmnagement  of  all  major  airports  of  the  Bay  area.  The  proposed 
act  merely  establishes  the  vehicle  by  which  this  can  be  accom- 
plished. It  does  not  permit  the  authority  to  take  over  the  airport 
nor  does  it  force  the  city  to  relinquish  its  airport. 

The  terms  upon  Avhich  the  airjiort  can  be  transferred  to  the 
authority  must  be  established  by  an  agreement  a]iproved  by  all 
the  responsible  officials  of  the  city  and  then  ratified  by  the  A'oters. 
The  process  under  which  this  agreement  is  reached  and  approved 
is  open  and  public.  It  offers  adequate  opportunity  to  guarantee 
the  city's  rights  and  to  assure  that  no  transfer  is  made  uidess  it  is 
in  the  best  interests  of  the  people  of  this  city." 

]\Iuch  of  the  mechanics  of  aii-]i(>i't  transfer  whicli  Mr.  iMai-tin  de- 
scribes would  apply  to  Oakland  the  same  as  San  Francisco,  and  many 
of  the  advantages  set  fortli  would  apply  e{|ually.  Of  the  two  airpoi'ts 
the  need  for  consolidated  administration  and  fiiunicing  is  greatest  at 
(>aUhiiid  Airpoi't  whcic  tlie  ])(w1  commission  is  embarked  on  a  $17,- 
nOO.OOO  improvennMit  program  witlumt  the  assurance  of  enough  traflfic 
1o  bear  the  cost. 
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The  Oakland  oxpausioii  uill  better  tliaii  double  Ibc  airport's  capac- 
ity, lengthen  the  runways  for  jet  aircraft,  and  provide  a  new  passenuer 
terminal  building.  A  leading  airport  consultant  jn-ivately  remarked 
that  the  imin-ovement  program  for  Oakland  Airport  is  better  conceived 
than  the  similar  program  now  in  progress  at  San  Francisco  Interna- 
tional. Certaiidy  the  need  for  a  major  airport  in  the  East  Bay  will 
deveioi)  in  the  near  future,  although  present  traffic  does  not  indicate 
the  need  at  ])resent.  The  population  of  Alameda  and  Contra  Costa 
Counties  combined  exceeds  the  population  of  San  Francisco  and  San 
Mateo  Counties  together.  There  is  also  greater  industrial  development 
and  more  abundant  land  for  future  expansion  in  the  East  Bay.  Addi- 
tionally, new  bridges  and  freeways  have  brought  Oakland  Airport  as 
close  to  some  sectors  of  the  West  Bay  Counties  as  San  Francisco  Tn- 
teriiational.  All  of  these  factors  weigh  heavily  in  favor  of  the  im- 
l^rovements  now  underway  at  the  Oakland  terminal. 

However,  its  management  does  not  find  itself  in  a  favorable  position 
to  compete  with  San  Francisco  for  air  service.  Most  airlines  have  the 
option  of  using  one  or  the  other  airport  as  the  terminus  for  flights  in 
and  out  of  the  Bay  area.  Consistently  San  Francisco  has  been  the 
overwhelming  choice,  and  this  pattern  shows  no  sign  of  an  imminent 
change.  Additional  new  service  undoubtedly  will  be  attracted  to  Oak- 
land Airport  when  facilities  now  under  construction  will  be  opened 
to  traffic.  But  in  order  to  meet  heavy  debt  schedules,  the  Oakland  Port 
Commission  may  find  it  necessary  to  reduce  landing  fees,  lease  rates 
and  rentals  in  order  to  lure  service  away  from  San  Francisco.  This 
would  be  an  unfortunate  course  of  action  indeed,  since  it  would  cost 
both  airports  substantial  revenues  and  would  not  result  in  any  im- 
proved service  for  the  overall  area. 

Consolidation  of  both  airports,  of  course,  could  eliminate  wasteful 
competition  and  lead  to  the  development  of  an  air  traffic  patterii 
that  w^ould  insure  satisfactory  service  for  all  the  area  without  placing 
undue  strain  on  air  or  land  space  at  any  one  terminal.  The  Port  of 
New  York  Authority  has  accomplished  such  a  patter]!  by  designating 
New  York  International  Airport  the  terminus  for  trans-Atlantic  and 
transcontinental  and  long  domestic  flights.  La  Guardia  and  Newark 
Airports  service  shorter  domestic  flights.  There  is  little  reason  not  to 
think  that  a  modification  of  this  approach  could  succeed  in  the  Bay 
area. 
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Harbors 

San  Francisco  Bay,  rcpardloss  of  how  niucli  a  barrier  to  easy  com- 
munication it  has  been  in  the  past,  provides  the  "West  Coast  with  its 
finest  natural  harbor  area.  There  are  far-flun^  port  facilities  around 
the  Bay  and  its  tributaries  to  the  northwest,  but  for  the  purposes  of 
our  report  we  have  considered  only  the  four  major,  publicly  owned 
terminals  on  the  Bay:  Port  of  San  Francisco,  Port  of  Oakland.  Port 
of  Richmond  and  Port  of  Redwood  City.  One  finds  a  wide  variance 
amonfj  these  ports  with  regard  to  political  controls  and  manag-ement, 
operational  practice  and  physical  capacity. 

The  Port  of  San  Francisco  traditionally  has  hold  tlie  pre-eminent 
position  among  Bay  ports,  ever  since  1863  when  the  State  of  California 
assumed  control  of  the  facility  from  the  city  and  countv.  Administra- 
tion of  the  port  is  vested  in  a  five-man  body  known  since  1957  as  the 
San  Francisco  Port  Authority.  In  tliis  context  the  term  "Port  Author- 
ity" is  misleading  because  its  commissioners  do  not  have  the  financial 
freedom  normally  given  authorities.  The  port  issues  general  obligation 
bonds,  in  the  main,  which  are  backed  by  the  credit  of  the  State.  Thus 
the  port  had  to  campaign  vigorously  statewide  with  private  financial 
contributions  for  the  passage  of  a  $50,000,000  bond  issue  in  1958  to 
provide  much  needed  harbor  improvements.  The  fact  that  the  port 
has  to  lobby  15,000,000  people  for  authorization  to  issue  bonds  is  a 
severe  handicap  which  has  retarded  port  development.  As  a  re>ult,  the 
port's  dominant  position  in  the  area  is  seriously  threatened  by  newer 
ami  aggressive  ports  at  Oakland  and  Stockton. 

The  port  itself  embraces  42  deepwater  piers  and  more  than  225  acres 
of  cargo-handling  area,  about  30  percent  of  which  is  considered  either 
obsolescent  or  obsolete.  The  bond  issue  approved  in  November  of  1958 
is  expected  to  help  remedy  this  situation,  however.  A  bold  and  com- 
petent board  of  commissioners  has  already  begun  a  renovation  program 
and  the  proceeds  of  the  newly  autliorized  bonds  Avill  finance  the  con- 
struction of  a  new  passenger  terminal  at  Mission  Rock,  a  combination 
cargo-passenger  terminal  and  three  new  quay-type  piers  which  will 
replace  a  total  of  eight  outmoded  finger-type  piers.  Ropres(MUa^^ives 
of  the  port  admitted  in  testimony,  however,  that  the  bonds  will  be 
retired  from  additional  revenues  earned  through  increased  rentals  and 
not  through  any  anticipated  increase  in  tonnage. 

The  port  assigns  its  facilities  to  shipping  lines  on  short-term  notice 
of  cancellation.  This  system  has  eimbled  tlie  shipping  industry  to  avoid 
payment  of  possessory  interest  tax. 

The  Port  of  Oakland  is  controlled  by  the  Oakland  Port  Connnission 
(see  airport  section).  It  is  smaller  in  scope  but  ncAver  in  construction 
than  the  Port  of  Sail  Francisco.  The  port  area  indiuics  a  total  of  22 
deepwater  general  cargo  berths  and  some  2,700  acres  of  property, 
most  of  which  is  set  aside  for  past  or  future  industrial  development. 
The  most  important  piers  were  constructed  between  1918  and  1935 
and  generally  are  in  satisfactory  working  order.  All  port  facilities  are 
now  leased  to  ])rivate  operators,  the  most  notable  of  these  being 
Encinal  Terminals  and  Howard  Terminals  which  are  two  of  the  largest 
private  marine  terminal  operators  in  the  world.  The  most  recent  lease 
agreements  negotiated  by  the  port  extend  for  a  life  of  10  years. 
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The  Port  Comiiiissioii  enjoys  jireater  fiscal  freedom  tliaii  its  San 
Francisco  counterpart,  largely  because  it  is  nmnieipally-owned  rather 
llian  state-OAvned.  In  recent  years  the  com  mission  has  concentrated  on 
the  development  of  the  airport  and  of  vast  industrial  and  commercial 
lioldings.  Port  development  is  not  as  })ressing  a  need,  particnlai'ly  since 
all  marine  facilities  are  now  leased.  The  port  retains  strinjieiit  controls 
over  new  construction  along  the  waterfront,  including  that  wliicJi  is 
undertaken  by  private  capital. 

Marine  facilities  in  the  outer  and  inner  harbors  of  Richmond  are 
largely  owned  by  the  United  States  Government  and  private  interests. 
All  of  the  municipally-owned  marine  facilities  are  leased  on  long-tenn 
and  operated  by  the  Parr-Richmond  Terminal  Company.  These  facilities 
include  three  general  cargo  piers  and  one  bidk  terminal  in  the  inner 
har])or  and  one  general  cargo  berth  and  various  adjacent  facilities  for 
ihc  handling  of  specialized  bulk  cargoes.  Although  most  of  the  facilities 
wQYo  built  between  1900  and  1920,  they  remain  in  relatively  good  condi- 
tion. Dry  tonnage  cargo  totaled  only  633,000  short  tons  in  1957,  the 
facilities  have  run  into  a  slight  deficit  in  recent  years  and  debt  service 
requirements  are  minimal.  The  port  is  under  control  of  the  city  council. 

The  Port  of  Redwood  City  likewise  operates  on  a  small  scale.  Dry 
cargo  tonnage,  consisting  mostly  of  salt  and  cement,  totaled  slightly 
over  1,000,000  short  tons  in  1957  and  the  port  showed  a  net  profit  for 
the  year  ending  June  30,  1957,  of  $46,000.  The  port  has  been  hampered 
I'y  unfavorable  shipping  rates  and  also  by  the  reluctance  of  voters  to 
approve  a  $400,000  bond  issue  to  help  improve  the  turning  basin  in 
Redwood  Creek.  The  port  is  operated  by  the  Redwood  City  Board  of 
Port  Commissioners. 

We  have  not  included  a  table  of  tonnage  figures  in  this  report  for  the 
simple  reason  that  there  is  so  little  agreement  on  what  set  of  figures  is  a 
true  representation  of  the  business  handled  at  each  port.  The  U.  S. 
Army  Engineers,  the  U.  S.  Department  of  Commerce,  the  Marine  Ex- 
change and  each  of  the  individual  ports  release  tonnage  data  in  official 
form,  but  during  the  course  of  the  committee's  study  each  set  of  figures 
was  criticized,  in  turn,  for  misleading  inclusions  and  deletions  of  ton- 
nage. The  exact  quantity  of  trade  is  not  the  issue  here,  but,  rather  the 
Avays  in  which  more  and  more  tounage  may  be  attracted  through  the 
Golden  Gate.  Certain  facts  are  accepted  by  practically  all  informed 
officials.  The  Bay  port  complex  is  not  increasing  tonnage  nearly  as  fast 
as  the  Ports  of  Stockton,  Portland,  Oregon,  Seattle,  Los  Angeles,  Long 
Beach  and  San  Diego.  Many  factors  contribute  to  this  situation;  rates, 
aggressive  solicitation,  proximity  to  growth  and  industrial  development, 
specialization  of  facilities,  availability  of  capital  to  finance  improve- 
ments and  simply  the  lateness  of  some  port  areas  in  getting  started  and 
their  proportionately  greater  development  in  recent  years.  Some  of 
these  factors  are  beyond  the  control  of  port  management,  with  or  with- 
out the  breadth  and  strength  that  an  authority  could  provide.  But  an 
authority  could  also  have  direct  bearing  on  many  of  these  factors. 

Tlie  Mayo  Committee  Report  of  1951  strongl}^  urged  the  creation  of 
one  agency  to  undertake  a  program  of  "(1)  rate  protection;  (2)  port 
traffic  promotion,  and    (3)    trade  development,  pid)lic  relations,  and 
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research  on  behalf  of  all  Bay  area  ports.  The  agency  recommended  to 
perform  this  task  was  the  San  Francisco  Bay  Ports  Commission  which 
actively  pursued  a  study  prof>:ram  for  two  years,  and  tlien  disinteprated 
after  its  proj)()sed  Northern  California  Ports  and  Terminals  liui'eau  was 
established  and  put  into  operation  in  P);").'].  As  we  have  pointed  out 
previously,  the  original  ]\Iayo  Committee  stenuned  from  a  sluirp  reduc- 
tion in  the  volume  of  marine  tonnap-e  at  Bay  ports  following  World 
War  II.  During-  the  Korean  conflict  the  situation  improved  markedly 
and  then  leveled  off  following  the  cessation  of  hostilities  in  Korea.  A 
recent  West  Coast  boom  in  foreign  trade  has  benefited  Bay  ports  some- 
what, but  essentially'  there  have  been  no  notable  increases  in  total  ton- 
nage figures  since  11)53. 

The  momentary  boom  in  tonnage  during  the  Korean  conflict  may 
have  lulled  certain  quarters  into  a  sense  of  complacency.  Whatever  the 
cause  maj^  have  been,  the  ambitious  of  the  Mayo  report  have  been 
realized  to  a  very  limited  extent.  The  Bay  Ports  Commission,  repre- 
senting private  terminal  operators  as  well  as  public  facilities  and  busi- 
ness interests,  did  not  agree  that  one  agency  should  enter  the  fields 
of  port  promotion,  trade  develoj^ment  and  research  on  behalf  of  all 
ports  in  the  area.  Instead  it  recommended  creation  of  the  Northern 
California  Ports  and  Terminals  Bureau,  restricting  the  bureau's  ac- 
tivities to  the  very  necessary  but  nonetheless  narrow  field  of  rate  pro- 
tection. The  final  report  of  the  Ports  Commission  contained  the  admoni- 
tion that  ' '  we  must  learn  to  crawl  before  we  can  walk. ' ' 

Certainly  no  one  can  deny  that  the  bureau  has  crawled.  It  began  life 
with  a  start"  of  six  persons  and  an  ainiual  budget  of  $50,000  contributed 
by  the  various  port  entities  which  it  served.  Six  years  later  only  two 
staff  members  remained  and  the  budget  had  been  whittled  to  $22,500 
(several  member  ports  had  dropped  out).  The  Bay  Ports  Commission, 
itself,  remains  a  legal  entitly  but  has  not  held  a  meeting  for  three  years. 
Despite  these  hardships,  the  bureau  has  done  a  commendable  and  effec- 
tive job  in  rate  studies  and  appearances  before  regulator}-  bodies.  Its 
performance  warrants  aid  rather  than  criticism. 

The  authority  approach  has  been  singled  out  as  ideal  for  port  facili- 
ties in  the  Bay  area  more  than  for  any  other  facilities.  There  are  prob- 
ably two  reasons  for  this  attitude.  Port  authorities  are  now  employed  in 
most  of  the  major  port  areas  of  the  Nation :  New  York,  Boston,  Phila- 
delphia, Baltimore,  Norfolk,  Houston,  New  Orleans,  Seattle  and  the 
Ports  of  North  Carolina  and  Georgia.  Also,  the  diverse  aiul  competitive 
pattern  of  port  development  in  the  Bay  area  would  seem  to  be  ideally 
suited  for  co-ordination.  But  the  Bay  port  complex,  by  the  very  nature 
of  its  diversity,  presents  a  complicated  tangle  that  must  be  approached 
with  cautious  recognition  of  the  interrelationships  of  carrier,  private 
terminal  operator  and  public  port  administration.  In  certain  phases  an 
authority  could  produce  untold  benefits;  in  other  ])hases  its  value  is,  at 
best,  dubious  and  it  should  be  restricted. 

First  these  restrictions: 

1.  An  authority  should  lease  or  assign  individual  marine  facilities 
to  private  terminal  operators  and  carriers  as  the  practice  is  now. 
The  operation  of  facilities  does  not  re(|uire  large  sums  of  capital 
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nor  does  it  argue  for  a  natural  monopoly.  Experience  throughout 
the  country  has  proven  the  ability  and  competence  of  private 
enterprise  to  operate  facilities  efficiently^  and  economically. 

2.  An  authority  should  not  engage  in  direct  traffic  solicitation  of 
specific  shij)ments  of  cargo.  Such  practice  brings  it  into  con- 
flict with  tlie  steamship  operator  and  the  terminal  operator.  An 
authority  must  work  for  tlie  benefit  of  all  port  and  shipping 
entities  within  an  area.  The  solicitation  of  specific  cargoes  eventu- 
ally Avould  work  in  favor  of  one  carrier  or  terminal  operator  to  the 
detriment  of  his  competitors. 

3.  An  authority  must  not  regulate  the  rates  and  charges  of  shipping 
lines  and  terminal  operators  because  this  is  an  unfair  restraint  of 
natural  competition — competition  which  can  benefit  both  the  ship- 
per and  the  community. 

4.  An  authority  should  direct  and  co-ordinate  planning  within  a 
port  area,  but  on  a  co-operative  and  not  a  compulsory  basis.  The 
terminal  operator  who  has  leased  and  operated  a  facility  over  a 
period  of  years  should  not  be  forced  out  of  business  merely  be- 
cause he  does  not  conform  to  a  master  plan.  Conformity  to  long- 
range  planning  can  be  achieved  in  orderly  and  evolutionary  fash- 
ion. Such  planning  should  also  take  careful  note  of  existing  con- 
ditions so  as  to  avoid  drastic  change  that  will  be  more  costly  to 
accomplish  than  the  waste  or  inefficiency  that  it  is  designed  to 
avoid. 

The  authority,  serving  as  the  port  landlord  leasing  facilities  for 
operation,  is  best  equipped  to  benefit  the  port  complex  in  four  lines 
of  activity : 

1.  The  authority  should  conduct  a  vigorous  and  far-flung  program 
of  port  promotion  for  all  facilities  within  the  area.  Promotion 
offices  should  be  situated  in  those  important  centers,  both  domestic 
and  foreign,  where  trade  logically  might  be  attracted.  The  Port 
of  New  York  Authority  maintains  full-time  offices  throughout 
Europe  and  this  country  as  part  of  its  annual  million-dollar 
program  of  trade  development.  It  also  employs  other  methods, 
publications,  rate  and  shipping  information,  movies,  and  personal 
contact.  The  "Study  of  "World  Trade  Promotional  Activities 
in  San  Francisco"  recently  published  by  the  Coro  Foundation 
points  out  "a  serious  lack  of  co-ordination  among  all  of  these 
organizations  (the  World  Trade  Department,  the  World  Trade 
Center,  the  Port  of  San  Francisco)  "  engaged  in  promoting  trade 
for  the  Port  of  San  Francisco.  The  report  goes  on  to  decry  the 
general  lack  of  liaison  among  organizations  concerned  with  the 
welfare  of  the  M'aterfront  and  points  up  a  growing  apathy  in 
marine  affairs. 

2.  The  pooled  revenues  and  comparative  fiscal  freedom  of  an  au- 
thority, in  its  ability  to  issue  revenue  bonds,  would  enable  it  to 
undertake  more  expansive  port  development  and  port  improve- 
ment programs.  It  would  also  expedite  such  undertakings  and 
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preclude  tlie  costly  necessity  of  going  to  the  voters  for  authoriza- 
tion to  issue  bonds. 

3.  Port  planning-  and  research  are  normal  functions  of  practically 
all  port  authorities,  no  matter  how  much  they  are  limited  in  other 
endeavors.  Such  a  program  in  the  Bay  area,  with  the  technical 
problems  created  by  San  Francisco  Bay  and  its  tributaries,  would 
be  of  immense  value.  As  we  have  stated,  the  acceptance  of 
authority  planning  should  not  be  mandatory  on  the  part  of 
privately-owned  terminal  operators.  In  tlie  ease  of  authority- 
owned  but  jn-ivately  operated  facilities  mutual  co-operation  should 
serve  to  implement  long-range  planning  without  coercion.  The  U.  S. 
Armj''  Engineers,  in  an  interview  with  the  committee  consultant, 
stressed  the  important  role  an  authority'  could  play  in  securing 
greater  allocations  from  the  Federal  Government  to  support 
dredging  projects. 

4.  Port  protection  programming  is  the  cornerstone  of  a  health}-  ])ort 
climate.  Without  it  the  port  suffers  from  unfair  or  discriminatory 
rates  that  discourage  trade.  The  Northern  California  Ports  and 
Terminals  Bureau  is  currently  active  in  behalf  of  Bay  ports  but 
is  in  need  of  financial  and  staff  reinforcement.  The  bureau  could 
conveniently  come  under  the  supervision  of  the  autliority  as  the 
nucleus  of  expanded  activity  in  this  field. 

Last  year,  representatives  of  Bay  ports  testified  before  a 
congressional  committee  in  "Washington  in  favor  of  a  bill  which 
would  authorize  certain  types  of  marine  military  cargo  to  be 
shipped  over  non-military  installations  wherever  economically 
feasible.  Port  representatives  contended  that  the  military  was  in 
unfair  competition  with  local  public  and  private  jurisdictions  in 
this  traffic.  Curiously,  two  officials  of  the  Port  of  New  York  Au- 
thority testified  in  support  of  the  stand  taken  by  Bay  ports. 
Admittedly,  the  legislation  would  have  had  no  material  affect  on 
the  New  York-New  Jersey  port  area,  but  the  authority  repre- 
sentatives testified  on  the  basis  of  the  merits  of  the  proposal. 

These  are  the  functions  an  authority  is  ideally  equipped  to  fulfill. 
Properly  constituted  with  safeguards,  an  authority  can  hasten  the 
realization  of  what  Clarence  Morse  called  a  "one-port  entity". 
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SAN    FRANCISCO    PORT   AUTHORITY-STATEMENT   OF   OPERATIONS, 
FISCAL   YEARS   TO   JUNE   30TH 


1957 

1956 

1955 

1954 

1953 

(000  omitted) 

$6,324 

$2,096 

1,784 

686 

$5,407 

$1,(105 

1,640 

600 

$5,060 

$1,885 

1,523 

553 

$5,207 

$1,919 

1,530 

512 

$5,133 

$1,850 

1,577 

442 

Operating  Expenses 

$4,566 

$4,145 

$3,961 

$3,961 

$3,869 

Net  Operating  Revenues  Before  Dcpreci- 

$1,758 
854 

$1,262 
867 

$1,099 
849 

$1,245 
818 

$1  264 

839 

$904 

$62 
350 

152 
72 

$395 
$87 

$251 

$129 
24 

$427 
$124 

$425 

Other  Additions  to  Revenues 

$98 

Excess   fire   insurance   recoveries   over   book 

121 
62 

932 
21 

34 
64 

Appraisal  value  of  new  construction  by  tenants. 
Reappraisal  of  selected  parcels  of  land 

4 

27 

Total  Other  Additions .     . 

$636 

$1,223 

$157 

$222 

$125 

Other  Charges  Against  Revenue 
Net  book  value  of  land  and  structures  retired 

$1,540 

$220 
5 

$1,618 

$75 
24 

$408 

$649 

$4 
62 

$550 

Miscellaneous  prior  years  adjustments,  net 

$9 

$38 

Total  Other  Charges 

$225 

$99 

$9 

$65 

$38 

Net  Revenues  Before  Debt  Service 

Debt  Service 
Interest  on  funded  debt 

$1,315 

$724 
619 

$1,519 

$557 
4,688 

$399 

$717 
909 

$584 

$731 
330 

$512 
$709 

Bonds  redeemed 

337 

Total         

$1,343 

—$29 
2,317 

$5,245 

—$3,726 
1,467 

$1,626 

—$1,228 
1,244 

$1,061 

-$477 
1,342 

$1,046 

—$534 
1,324 

Excess  ( — Deficiency)  or  Revenues  over  Debt 

Service 

Gash  Flow  (See  Text) 

Excess  ( — Deficiency)  of  Cash  Flow  over  Debt 
Service 

$974 

-$3,778 

—$382 

$281 

$278 

SOURCE:  Special  Report  of  the  State  Legislative  Auditor. 
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SAN    FRANCISCO    PORT   AUTHORITY-PROJECTED   INCOME   AND 
DEBT   SERVICE   REQUIREMENTS 


Port 
reveuues' 

Net  earnings 

before  debt 

service^ 

Debt 
service* 

Surplus 
earnings 

FLscal  Year  to  June  30 

(000  omitted) 

1959 

$7,182 
7,545 
7,921 
8.317 
8,728 

9,166 
9,624 
10,103 
10,609 
11,142 

11,696 
12,285 

$2,069 
2,217 
2,373 
2,539 
2,710 

2,903 
3,101 
3,309 
3,539 
3,781 

4,033 
4,305 

$1,465 
1,449 
1,709 
1,716 
1,700 

1,681 
1,659 
1,638 
1,621 
1,601 

1,577 
1,561 

$604 

1980 

768 

1981 

664 

1962 

1963 

1964 

823 
1.010 

1,222 

1965 

1,442 

1966 

1,671 

1967 

1,918 

1968 

2,180 

1969 

2,456 

1970 

2,744 

1  IiichuIinK  Statu  Belt  Railroad. 

"  After  operating  expenses  and  maintenance. 

'  Debt  service  estimates  for  Fiscal  1959  and  IflGO  were  derived  from  a  .special  report  prepared  l)y  the  Legis- 
lative Auditor.  For  1961  and  subsequent  years  we  have  increased  the  Legislative  Auditor's  ligures  to 
include  estimated  debt  seivice  on  .fK*. 000,000  additional  bunds,  a.ssumed  issued  by  that  time  to  linanee 
portions  of  the  improvements  now  planned. 


PORT   OF   OAKLAND-PROJECTED    INCOME   AND    DEBT   SERVICE    REQUIREMENTS 
MARINE   TERMINAL   AND    RENTAL    FACILITIES   COMBINED 


Operating 
revenues 

Net 

before  debt 

service" 

Debt 
service- 

Surplus 
earnings 

Fiscal  Year  to  June  30 

(000  omitted) 

1959 

$2,768 
2,878 
2,993 
3,113 
3,236 

3,366 
3,502 
3,640 
3,786 
3,937 

4,095 
4,259 

$1,250 
1,328 
1,411 
1,498 
1,587 

1,683 
1,784 
1,887 
2,001 
2,111 

2,231 
2,355 

$515 
632 
616 
614 
608 

596 
593 
576 
573 
353 

358 
354 

$735 

1960                -      -     -. 

696 

1961 

795 

1982 

884 

1963 

979 

1984 

1,087 

1985 

1,191 

1966 

1987 

1,311 
1,431 

1988 

1,758 

1969 

1.873 

1970 

2,001 

'  After  operating  expenses  and  maintenance. 

•Debt  service  estimates  for  1959  are  based  on  debt  presently  outstanding,  including  that  on  $3,400,000  Port 
Revenue  Bonds  issued  In  1957  and  87  percent  of  the  1925  Harbor  Improvement  issue.  For  I'.iOO  and 
subsctiui'nt  years,  service  on  an  addition.-il  Issue  of  $1,000,000  Revenue  Bunds  has  been  included. 
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PORT   OF   OAKLAND-MARINE   TERMINAL   AND    RENTAL   FACILITIES 
STATEMENT  OF   OPERATIONS,   FISCAL   YEARS   TO   JUNE   30TH 


1957 

1956 

1955 

1954 

1953 

(000  omitted) 

Marine  Terminal 

$1,455 
1,281 

$1,078 
1,333 

$920 
1,339 

$1,406 
1,696 

$1,600 

1,580 

Net  Operating  Revenues,  Marine-. 

Rental  Facilities 

1174 

$1,103 
461 

—$255 

$1,087 
481 

—$413 

$1,003 
550 

-$290 

$907 
450 

$20 
$950 

407 

$642 

$74 

$606 
$65 

$453 

$68 

$517 

$70 

$543 

Unallocated  Overhead 

$79 

Net  Operating  Revenues,   Marine  and 
Rental     - 

$742 

$24 

119 

3 

23 

$286 
$12 

—$28 
$11 

$157 
$16 

$484 

Other  Additions  to  Revenue 

$22 

2 
1 

58 
74 

—8 
138 

24 

10 

$170 

$16 

$142 

$146 

$56 

Other  Charges  Against  Revenue 

$912 
$40 

$302 

$38 

$114 
$40 

$303 
$31 

$540 
$36 

Net  Revenues  Before  Debt  Service 

Debt  Service 

$871 

$93 
217 

$264 

$104 
217 

$74 

$113 
217 

$272 

$121 
217 

$504 
$130 

219 

$310 

$561 

$321 

-$57 

$330 
—$256 

$338 
—$66 

$349 

Excess  (—Deficiency)  of  Net  Revenue  over 

$155 

$871 
296 

$264 
293 

$74 
295 

$272 
291 

$504 

288 

$1,167 
310 

$557 
321 

$369 
330 

$563 
338 

$792 

Debt  service,  total  (above) 

349 

Excess  Cash  Flow  over  Debt  Service 

$857 

$300 

14 
193 

$236 
$168 

15 

49 

$39 

$129 

16 

$225 

$139 

18 

$443 
$149 

Less  Airport  portion  interest — 1925  Port 
issue  (13%) 

19 

Balance  

$193 

$599 

32 
350 

$104 

$249 

32 

$113 

$249 
32 

$121 

$249 

32 

$130 

$251 

Less  Airport  portion  redemptions — 1925 
Port  issue  (13%)          - 

32 

$217 

$217 

$217 

$217 

$219 

7 — L-4980 
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Proposed  Golden  Gaie  Authority — Combined  Financial  Statement 

PiXFn  A«ETS  As  of  June  30, 1957 
"*^°   ASSETS  (OOOomiiicd) 

Bridges 

iSiin   Fraucisco-Oiiklaiid   Bay $83,9.3G 

San   Maleo-lIii.vwaid-Uumbarton    10,7(!3 

Kichiiu)iid-San  Kafacl 02,667 

Carquiiiez  Sti'uits 28,341 

Subtotal $185,707 

Golden  Gate 40,203 

Total  bridges $22r),!)10 

Seaports 

San  Francisco $93,644 

Oakland   17,450 

Richmond 2,982 

Stockton 4,280 

Total  seaports $118,356 

Airports 

San  Francisco $41,085 

Oakland   (estimated) 9,640 

Total  airports $51,325 

Total  fixed  assets $395,591 

TOTAL   FUNDED  DE.,  ^'^^^/Z'^;!!'' 
Bridges 

San    Mateo-IIavward-Dumbarton    $5,843 

Richmond-San  Rafael 60,350 

Carquiuez  Straits 40,000 

Subtotal  $118,193 

Golden  Gate 33,275 

Total  bridges $151,468 

Seaports 

San  Francisco $22,442 

Oakland    5.590 

Richmond 230 

Stockton 3,041 

Total  seaports $31,309 

Airports 

San  Francisco $0,850 

Oakland   8,747 

Total  airports $15,597 

Total  debt $198,374 
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INCOME 

Income  available  for  interest,  interest  on  bonds  and  income  after 
interest  for  the  year  ended  June  30,  1957,  was  as  follows : 


Income 

availalilc  for 

interest 

Interest 

Net  income 

(000  omitted) 

Bridges 
San  Francisco-Oaklaiid  Bay  (8/21)  .     --   

$8,579 
1,032 
1,732 

M,725 

$147 
2,402 
M,725 

$8  579 

San  Mateo-Hayward-Uuinbarton  (8/31) 

885 
—670 

Subtotal 

$13,068 
$4,123 

$4,274 
$1,551 

$8  794 

Golden  Gate 

$2,572 

Total  Bridges 

$17,191 

1=871 

—39 

''1,095 

$5,825 

$724 
<-93 
13 
67 

$1 1 ,366 

Seaports 

$591 

Oakland  ..   -  . . 

778 

—52 

1,028 

Total  Seaports. 

$3,242 
b$415 

bl02 

$897 

•=$138 
di4 

$2,345 

Airports 

$277 

Oakland 

88 

Total  Airports    . 

$517 

$152 

$365 

Total 

$20,950 

$6,874 

$14,076 

^  No  earnings  or  iiitcicst  in   1057.   It  is  here  assumed  that  earnings  would  have  been  equal  to  future  bond 

interest. 
^  Income  after  depreciation. 
<^  Does  not  include  capitalized  interest. 
"^  Estimate  interest  based  on  percent  of  funds  used  for  airport.  Does  not  include  capitalized  interest. 
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FINANCIAL   NOTES 

The  table  on  the  preceding  page  shows  the  estimate  of  projected  earn- 
ings and  debt  service  on  tlie  facilities  which  are  contemplated  to  com- 
prise the  Golden  Gate  Anthority.  Assnming  that  th(;  authority  embodies 
the  usual  fiscal  feasibility  of  such  an  agency  and  assuming  that  it  exer- 
cises sound  fiscal  judgment,  there  can  be  no  doubt  of  its  financial  feasi- 
bility. Its  combined  finances  would  allow  it  proportionately  greater 
bonding  capacity  than  any  of  the  single  facilities  involved,  save  the  Bay 
Bridge. 

The  preceding  tables  do  not  take  note  of  several  projects  which  are 
presently  underway  or  have  been  authorized.  We  list  these  projects  but 
do  not  attempt  to  count  their  bond  debt  payments  against  the  earnings 
of  all  combined  facilities.  It  is  impossible  to  foretell  how  each  project 
will  be  financed,  what  interest  rates  will  be  available,  what  increased 
income  will  result  upon  completion  of  the  projects  and,  in  the  case  of 
the  rapid  transit  tube,  whether  or  not  the  project  will  be  undertaken. 

1.  Conversion  of  the  Bay  Bridge  to  a  unidirectional  double-decked 
span,  which  is  estimated  to  increase  traffic  capacity  by  35  percent. 
Estimated  cost :  $35,000,000. 

2.  Construction  of  Benicia-Martinez  Bridge.  Bonds  totaling  $34,000,- 
000  have  already  been  authorized  to  finance  the  entire  project. 

3.  Reconstruction  of  the  San  Mateo-Haj'ward  Bridge  which  will 
double  traffic  capacity.  Estimated  to  cost  $21,000,000  if  financed 
from  Bay  Bridge  revenues  or  $25,000,000  if  bonds  are  issued 
which  are  secured  by  earnings  of  the  San  Mateo-Hayward  and 
Dumbarton  Bridges. 

4.  Construction  of  a  trans-Bay  rapid  transit  tube  connecting  San 
Francisco  and  Oakland.  Estimated  cost  will  run  $115,000,000  to 
be  financed  out  of  surplus  Bay  Bridge  revenues.  The  cost  of  ap- 
proaches, estimated  at  $31,000,000,  will  be  repaid  out  of  transit 
revenues.  The  entire  project  is  contingent  upon  passage  of  a  bond 
issue  by  November,  1962,  which  will  provide  financing  for  the  rest 
of  the  five-county  transit  system. 

It  is  interesting  to  note  that  the  table  on  the  preceding  page  shows 
total  net  earnings  of  $24,544,000  as  against  a  debt  service  of  $11,010,000 
for  the  year  1959.  If  the  debt  service  is  divided  into  the  net  earnings, 
the  result  is  roughly  a  coverage  of  two  (earnings  over  debt  service) 
which  places  the  proposed  authority  in  an  excellent  fiscal  position.  The 
Port  of  New  York  Authority  traditionally  tries  to  maintain  a  debt  cov- 
erage of  1|  to  2,  but  has  fallen  as  low  as  I3. 


HISTORY  OF  COMMITTEE  STUDY  AND  REVIEW 
OF   RELATED  MATERIALS 

CHOICE  OF  SUBJECT  MATTER 

Senate  Resolution  No.  185,  creating  the  Interim  Committee  on  Bay 
Area  Pr()])lenis,  empowered  the  committee  to  study  any  phase  of  the 
economic  life  of  the  Bay  area.  In  the  sliort  space  of  two  years  it  was 
imperative  that  the  committee  narrow  its  focus  to  one  specific  problem. 
As  we  have  pointed  out  earlier,  formal  studies  and  public  interest  had 
touched  on  the  desirability  of  co-ordinating  transportation  administra- 
tion in  the  area.  Against  this  backdrop  the  area  was  faced  in  1957  with 
a  multiplicity  of  transportation  problems:  the  propo.sed  Southern 
Crossing,  rapid  transit,  renovation  of  the  Port  of  San  Francisco,  adap- 
tation of  airports  to  jet  flights,  etc.  Thus  the  area  of  committee  study 
was  dictated  by  both  public  need  and  interest. 

The  conmiittee  consultant  was  hired  July  22,  1957,  and  began  the 
study  in  the  office  of  Senator  John  F.  IMcCarthy  in  San  Rafael.  The 
early  part  of  the  study  was  devoted  to  a  familiarization  with  the  nature 
and  status  of  toll  bridges,  public  harbor  facilities  and  commercial  air- 
ports within  the  area.  It  was  necessary  to  sup])lement  the  considerable 
volume  of  material  published  on  these  facilities  by  personal  interviews 
with  the  persons  who  controlled  and  managed  the  facilities  themselves. 
These  officials  were  both  co-operative  in  our  behalf  and  in  many  in- 
stances, enthusiastic  about  the  objectives  of  the  committee  study.  Un- 
fortunately the  majority  of  these  officials  were  not  at  liberty  to  pub- 
lielj'-  express  their  personal  opinions  due  to  the  political  nature  of  their 
positions. 

In  early  August  the  committee  chairman  and  consultant  met  leading 
officials  of  the  C'ity  and  County  of  San  Francisco  aiul  discussed  the  area 
of  committee  study.  The  Mayor,  two  County  Supervisors,  the  City  Con- 
troller and  a  member  of  the  city  Public  Utilities  Commission  were 
among  those  officials  present.  Generally  their  mood  was  receptive  to 
the  plan  set  forth.  But  the  plan  at  that  time  was  necessarily  vague  and 
couched  in  broadest  terms.  It  was  decided  that  the  committee  should  see 
the  operation  of  an  authority  firsthand. 

INSPECTION  TRIP 

The  committee  and  guests  arrived  in  Xcw  York  City  October  14th  to 
comnu'Ure  a  three-day  inspection  trip  of  the  Port  of  New  York  Au- 
thority. Committee  members  present  were  Senators  IMcCarthy,  Breed, 
and  Dolwig,  along  with  the  consultant.  The  following  guests  were  also 
present:  Dudley  Frost,  Executive  Director  of  the  Port  of  Oaklaiul ; 
Wayne  Thompson,  City  Manager  of  Oakland ;  Henry  Budde,  Commis- 
sioner of  the  Port  of  San  Francisco;  John  Peirce,  State  Director  of 
Finance;  James  Adam,  (leneral  ^Manager  of  the  Golden  Gate  Bridge 
and  Ilijifhway  District,  and  Bridge  Directors  L.  E.  Castner,  Charles 
Reinking,  and  Herbert  Fehely.  Frank  Durkee,  State  Director  of  Public 
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Works  and  Cyril  Ma^rnin,  Chairman  of  the  San  Francisco  Port  Anthor- 
ity,  were  also  invited  but  were  nnable  to  attend. 

"The  group  met  with  officials  of  the  Port  of  New  York  Authority 
throug'hout  the  first  day  of  the  trip.  Austin  Tobin,  Executive  Director 
of  the  Port  Authority,  greeted  the  visitors  and  led  off  a  discussion  of 
tlu>  Authority's  operations.  Separate  phases  of  the  Authoi-ily's  nature 
and  functions  were  described  by  Sydney  Goldstein,  Chief  Counsel  for 
the  Authority,  and  Matthias  E.  Lukens,  Assistant  Executive  Director 
of  the  Authority.  Each  department  head  then  described  the  functions 
of  his  department  and  an  extended  question  and  answer  period  fol- 
lowed. 

On  the  following  day  the  group  inspected  the  Lincoln  Tunnel,  the 
Port  of  Newark  and  Newark  Airport,  the  George  Washington  Bridge, 
and  the  newly-opened  Port  Authority  Bus  Terminal.  A  full  transcript 
of  the  first  day's  discussion  was  taken  and  provided  valuable  infornia- 
tion  for  the  preparation  of  this  report.  During  the  course  of  the  interim 
study  it  became  imperative  for  the  committee  consultant  to  discuss 
problems  firsthand  with  officials  of  other  eastern  port  authorities.  The 
consultant  returned  to  the  East  in  March  of  1958  for  talks  with  lead- 
ing officials  of  the  Port  of  New  York  Authority,  the  Massachusetts  Port 
Authority  and  the  Delaware  River  Authority. 

PRELIMINARY  COMMITTEE  REPORT 

The  committee  issued  a  preliminary  report  of  the  committee  findings 
on  January  22,  1958,  entitled  "Discussion  on  Area  Transportation 
Facilities."  Briefly  stated,  the  report  found  that  consolidation  of  Bay 
area  toll  bridges,  harbors  and  airports,  was  both  feasible  and  desirable. 
The  report  concentrated  on  the  financial  status  of  these  facilities  and 
on  a  description  of  the  need  for  a  co-ordinated  management  of  facilities. 
It  was  not  as  concerned  with  the  broader  governmental  aspects,  and  the 
step-by-step  implementation  of  the  authority  as  herein  discussed. 
Senator  McCarthy  reviewed  the  findings  of  the  committee  before  in- 
formal groups  of  public  and  business  leaders  in  separate  meetings  in 
Oakland  and  in  San  Francisco.  Again  the  ideas  set  forth  were  well 
received  by  everyone  except  private  marine  terminal  operators  in  the 
East  Bay  who  objected  that  an  authority  might  encroach  upon  the 
rights  of  private  enterprise.  Again,  little  controversy  was  aroused  be- 
cause the  report  did  not  suggest  the  political  approach  to  the  creation 
of  an  authority  or  the  pattern  of  its  governmental  structure.  The  report 
was  brought  to  public  attention  by  the  press,  and  periodically  there- 
after the  chairman  and  the  consultant  of  the  committee  were  called 
upon  by  various  groups  to  discuss  the  committee  findings  and  prelimi- 
nary recommendations. 

As  the  public  became  more  aware  of  the  committee's  work  and  as  the 
political  and  more  technical  aspects  of  the  plan  began  to  mount,  it  was 
imperative  to  have  some  kind  of  advisory  council  to  serve  as  a  sounding 
board  for  different  phases  of  the  plan.  The  committee  decided  upon  the 
creation  of  a  broadly  representative  group  from  all  six  counties  and 
from  the  ranks  of  business,  labor  and  the  professions.  The  committee 
chairman  called  upon  those  persons  present  at  the  Oakland  and  San 
Francisco  meetings  to  undertake  the  creation  of  such  a  group. 
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COMMITTEE  FOR  TRADE  AND  TRANSPORTATION 
DEVELOPMENT  OF  THE   BAY  AREA 

The  Committee  for  Trade  and  Transportation  Development  of  the 
Bay  Area  was  formed  in  May  of  1958  with  Robert  T.  Nahas,  Oakland 
biiilder  and  developer,  as  co-chairman  for  the  East  Bay  and  Joseph 
!l\rartin,  Jr.,  Ran  Francisco  attorney  and  member  of  the  San  Francisco 
Public  T'^tilitics  Commission,  as  co-chairman  for  the  West  Bay.  The 
folloAviiifr  men  Avcrc  desipnated  chairmen  of  subcommittees  desifrnod  to 
study  specific  problems:  TTufrh  Gallap:her,  ^Marine  Committee;  Gcorpre 
Loorz,  Bridge  Committee;  Joseph  Martin,  Jr.,  Airport  Committee; 
Gerald  Ilaorar,  Iie<j:al  Committee;  Jerd  F.  Sullivan,  Jr.,  Finance  Com- 
mittee; Paul  Bissing:er  and  Norris  Nash,  Community  Relations 
Committee. 

The  connnittee  reached  a  maximum  membership  of  some  90  mem- 
bers, representing:  seven  counties  and  a  wide  ranjre  of  background  and 
experience.  The  membership  between  East  Bay  counties  (Alameda, 
Contra  Costa  and  Solano)  and  "West  Bay  counties  (San  Francisco,  San 
Mateo,  IMarin  and  Santa  Clara)  was  ke])t  nearly  equal.  Subcommittee 
chairmen  met  periodically  durin^!:  the  summer  of  1958  and  formulated 
a  plan  of  approach  for  each  area  of  study.  The  consultant  for  the 
interim  committee  worked  closely  with  the  Trade  and  Transportation 
Committee  throuirhout  its  work.  The  first  jreneral  meetiujr  of  the  com- 
mittee was  held  September  10th  at  the  St.  Francis  Hotel.  San  Francisco. 
Job  descriptions  were  distributed  to  each  subcommittee  and  the  co- 
chairmen  outlined  the  objectives  of  the  study  to  all  members. 

Subsequently,  each  subcommittee  held  meetinjrs  to  formulate  ideas, 
study  data,  and  draft  final  recommendations.  The  committee  main- 
tained an  office  at  1824  "Webster  Street,  Oakland,  for  a  period  of  six 
months.  All  activities  of  the  committee  were  financed  throufrh  contri- 
butions by  its  membership. 

The  final  report  was  compiled  by  subcommittee  chairmen  and  re- 
leased in  late  January,  1959.  A  copy  of  that  rejiort  is  herein  enclosed. 

Final  Report  of  the  Commiffee  for  Trade  and  Transportafion 
Development  of  the  Bay  Area 

The  Committee  for  Trade  and  Transportation  Development  was 
initially  created  not  as  a  group  to  support,  but  rather  as  a  irroup  to 
study  and  analyze  proposals  for  a  Golden  Gate  Authority.  The  com- 
mittee has  been  guided  during  the  course  of  its  six-month  study  by 
two  overriding  considerations:  Tlie  time  has  come  when  the  Bay  area 
must  begin  to  face  regional  problems  on  a  regional  basis,  and  with  a 
maximum  of  home  rule.  In  so  doing,  a  monster  governmental  agency 
which  would  upset  the  democratic  balance  betAveen  efficiency  and  public 
interest  and  the  ideal  relationship  between  government  and  private 
enterprise,  must  not  be  created. 

An  overwhelming  majority  of  the  connnittee  endorses  the  ]n-o]iosal 
for  a  Golden  Gate  Authority  for  the  following  reasons: 

(1)  The  administrative  decisions  dealing  with  new  transportation 
facilities,  particularly  bridges,  are  best  resolved  outside  of  the 
direct  ]iolitical  arena.  These  decisions  shoidd  also  be  met  on  a 
basis  best  redecting  the  interests  of  the  Bay  area. 
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(2)  Tlie  lack  of  co-ordinated  ])laiiiiiii<;'  aiiioii^-  kindred  lacilities 
within  the  area  has  residled  in  costly  duplication  and  waste. 

(3)  Competition  among  cities  and  their  various  facilities,  inspired 
by  understandable  local  pride  and  self-interest,  dissipates  the 
competitive  position  of  the  Bay  area  with  other  cities  along  the 
coast. 

(4)  The  financing  of  initially  marginal  bridge  projects  is  difficult 
without  the  pooled  revenues  of  existing  bridges  to  support  the 
bond  issue.  Both  airports  and  har-bors  are  now  partly  financed 
by  tax  subsidies  which  imi)ose  hardships  on  the  cities. 

For  these  essential  regions,  and  the  many  considerations  attendant 
to  them,  the  overwhehning  majority  of  the  connnittee  recommends  crea- 
tion of  a  Golden  Gate  Authority,  as  envisioned  in  the  bill  which  has 
been  submitted  to  the  State  Legislature  by  Senators  John  F.  McCarthy, 
George  Miller,  .Jr.,  Richard  J.  Dolwig,  John  F.  Thompson,  and  Alan 
Short. 

While  we  feel  that  an  overall  authority  should  be  provided  for  at 
this  time,  we  wish  to  stress  our  belief  that  bridges,  ports,  airports  and 
other  facilities  should  be  assimilated  by  the  authority  on  a  gradual, 
careful  and  step-by-step  basis. 

It  appears  to  us  that  the  most  immediate  problem  facing  the  area  is 
to  determine  the  location  and  nature  of  additional  crossings.  For  this 
reason  we  recommend  that  the  bridges  be  absorbed  first.  It  is  our 
opinion  that  this  process  will  take  several  years  and  that  no  action  with 
respect  to  ports,  airports,  or  other  facilities  should  be  taken  until  the 
bridges  are  completely  assimilated  and  plans  for  the  next  Bay  crossing- 
have  been  adopted.  It  is  only  in  this  way  that  the  authority  will  be 
able  to  set  up  an  efficient  organization  and  absorb  the  personnel  of  the 
other  agencies  in  an  orderly  fashion.  In  addition,  until  the  authority 
knows  the  amount  of  bridge  revenue  which  must  be  allocated  to  future 
crossings,  vehicular  or  transit,  it  will  not  be  in  a  position  to  determine 
what  funds  will  be  available  for  the  purchase  and  administration  of 
the  ports  and  airports. 

We  feel  that  the  second  step  should  be  the  assimilation  of  the  Ports 
of  Oakland  and  San  Francisco.  These  ports  must  be  brought  into  the 
authority  at  the  same  time  and  under  terms  and  conditions  which  are 
acceptable  to  the  voters  of,  each  jurisdiction.  Only  after  these  instru- 
mentalities have  been  absorbed  and  are  working  efficiently  under  the 
authority  should  the  airports  be  considered.  We  feel  that  no  major 
disadvantage  will  result  as  far  as  the  airports  are  concerned  if  they 
are  not  combined  for  a  period  of  from  7  to  10  j^ears. 

Assuming  such  an  authority  is  created,  the  committee  is  well  aware 
of  the  vast  impact  the  authority  will  have,  both  on  local  government 
and  on  the  development  of  the  individual  communities  themselves.  For 
this  reason,  we  feel  it  is  necessary  to  implement  certain  necessary  prin- 
ciples and  safeguards,  as  follows: 

(1)  The  method  of  selecting  commissioners  as  now  proposed  would 
seem  to  insure  a  proper  balance  of  representation  from  all  seg- 
ments of  the  area.  This  is  necessary  to  protect  any  part  of  the 
whole  from  the  whole  itself.  It  is  wise  to  broaden  the  method  of 


126  FINAL    REPORT   ON    BAY    AREA   PROBLEMS 

seloc'tioii  to  iiu'lude  business,  labor,  and  professional  j>roups 
sinee  these  groups  reflect  large  segments  of  community  thinking, 
in  addition  to  that  Avhich  is  reflected  by  elected  officiaLs.  At  the 
same  time,  the  Bay  area  is  one  economic  and  geographic  entity, 
Avhicli  must  be  responsible  to  itself  in  democratic  fashion.  There- 
fore, the  elected  mayors  and  supervisors  of  the  area  must  have 
a  major  voice  in  final  selections. 

(2)  Commissioners  should  neither  be  compensated,  above  expenses, 
nor  should  they  hold  elective  office.  By  its  very  nature,  the 
authority  nnist  decide  on  the  location  of  costly  facilities  which 
might  be  desired  by  various  localities  within  the  authority.  The 
autliority  must  have  a  free  hand  to  be  guided  by  its  technical 
and  engineering  dictates,  rather  than  its  political  dictates,  in 
])lanning  such  facilities.  An  elected  official  from  one  small  seg- 
ment of  the  whole  has  a  paramount  obligation  to  that  segment 
which  would  take  priority  over  his  obligation  to  the  authority. 

For  exam])le,  it  would  be  an  intolerable  conflict  of  interest  for 
the  mayor  of  San  Francisco  or  Oakland,  serving  on  the  connnis- 
sion,  to  negotiate  with  himself  for  transfer  of  his  city's  facilities 
to  the  authority. 

(3)  The  facilities  under  consideration  to  comprise  an  authority  are 
located  within  six  counties.  This  situation  may  change,  in  view 
of  growth  and  economic  redistribution.  The  outlying  counties  of 
the  nine-county  Bay  area  complex  will  enjoy  growth  at  least 
commensurate  with  the  central  counties  in  the  near  future.  At 
the  present  time,  these  outlying  counties  have  a  definite  stake 
in  area  bridges,  harbors,  and  airports.  As  a  result,  we  recom- 
mend inclusion  at  the  outset  of  nine  counties — Alameda,  Contra 
Costa,  Marin,  Napa,  San  Francisco,  San  Mateo,  Santa  Clara, 
Solano,  Sonoma. 

(4)  The  authority  must  not  have  the  power  to  levy  taxes  (except 
within  the  limits  of  the  Golden  Gate  Bridge  District  while  those 
bonds  are  outstanding).  The  facilities  under  consideration  are 
of  a  basically  self-supjK)rting  nature  and  should  become  so  if 
they  are  not  already.  Taxing  power  would  give  the  authority 
undue  power  and  too  much  margin  for  error  or  inefficienc3^ 

(5)  The  authority  would  first  acquire  trans-Bay  toll  bridges,  both 
State  and  district  owned.  It  would  endeavor  to  acquire  all  such 
bridges  within  the  area  when  it  is  legally  possible.  As  a  result, 
the  authority's  first  and  foremost  task  should  be  to  relieve  trans- 
bay  congestion  with  additional  crossings  when  it  deems  feasible. 

(G)  The  authority  should  acquire  kindred  facilities  simultaneously. 
In  other  words,  the  authority  should  not  control  one  airi)ort  and 
not  the  other  nuijor  airj^orts,  or  one  harbor,  and  not  the  otiier 
major  harbors.  Ideally  tlie  authority  should  acquire  all  major 
commercial  airports  which  have  been  or  will  be  developed  within 
the  nine-county  area. 

(7)  Before  the  authority  may  acquire  any  municipally  owned  facil- 
ities, it  must  negotiate  a  contract  or  agrccnient    with   the  city 
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^vhieh  satisfactorily  meets  the  city's  recinireineuts,  both  for 
financial  reimbursement  and  guaranteed  service  to  the  city.  That 
contract  mnst  be  approved  by  the  city  government  concerned 
and  then  ratified  by  majority  vote  in  an  election  within  that  city. 

(8)  The  authority  must  encourage  the  maximum  development  of  all 
bridges,  airports,  and  harbors  within  its  jurisdiction.  It  should 
be  so  conceived  that  it  becomes  the  focal  point  for  co-ordinating 
the  area's  terminal  and  bridge  transportation  problems.  How- 
ever, it  should  not  be  able  to  coerce  any  administration  outside 
its  jurisdiction  to  comply  with  any  authority  regulations  or 
plans.  This  should  be  done  solely  on  a  mutually  co-operative 
basis. 

The  authority  must  not  serve  as  a  regional  planning  agency 
outside  the  scope  of  transportation  problems.  In  the  event  that 
a  regional  planning  agency  is  created  in  the  future,  the  authority 
must  co-operate  fully  with  it  and  should  become  subordinate  to 
it  on  problems  not  dealing  with  transportation. 

(9)  The  authority  must  not  act  in  conflict  with  the  Bay  Area  Rapid 
Transit  District.  It  is  important  that  these  two  bodies  co-operate 
as  closely  as  possible  on  the  planning  and  engineering  of  new 
projects. 

The  State  Legislature  will  decide  how  much,  if  any,  Bay 
Bridge  revenue  is  to  be  pledged  to  the  construction  of  a  trans- 
Bay  tube.  The  authority  must,  by  law,  accept  any  decision  the 
Legislature  makes  in  this  regard. 

(10)  The  authority  should  not  compete  with  private  enterprise,  but 
enter  only  those  fields  of  endeavor  where  private  enterprise  is 
ill  equipped  to  meet  public  needs.  This  is  consistent  with  the 
authority  concept  throughout  the  Country.  The  authority  can 
best  serve  the  interests  of  the  area  by  providing  a  healthy  and 
vigorous  foundation  upon  which  private  enterprise  and  the 
general  public  can  better  prosper.  In  this  connection,  the  author- 
ity should  lease  any  marine  terminals  which  it  might  acquire 
to  private  operators  and  steamship  lines.  This  is  the  present 
policy,  both  in  the  Bay  area,  and  in  other  authority  regions. 
The  authority  would  best  serve  the  marine  industry  as  a  healthy 
and  enlightened  landlord  with  financial  strength. 

(11)  The  authority  should  not  be  allowed  to  condemn  any  land 
except  that  deemed  necessary  for  construction  of  a  bridge  or 
an  airport.  By  the  same  token,  it  should  not  be  vested  with 
condemnation  powers  over  public  lands  or  existing  private  ma- 
rine terminals. 

This  report  in  no  way  is  intended  to  reflect  upon  the  present  manage- 
ment of  any  Bay  area  bridge,  harbor,  or  airport.  Rather,  the  report 
questions  the  wisdom  of  an  inflexible  system  which  makes  it  difficult 
for  the  managements  of  these  various  facilities  to  co-ordinate  their 
activities.  As  the  area's  population  spirals  upward  to  an  estimated 
4,800,000  in  1970,  and  an  estimated  17,000,000  in  2020,  this  inflexibility 
of  management  is  certain  to  have  a  numbing  effect  upon  the  area's 
economy. 
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In  a  still  broader  sense,  the  area  is  now  faced  with  overlappini;- 
political  jurisdictions,  governmental  complexities,  and  some  800  taxino' 
districts  which  frequently  ignore  the  interdependence  of  the  area's 
economic  life.  The  future  anticipated  growth  will  tend  only  to  com- 
pound this  "crazy-quilt"  pattern  unless  positive,  affirmative  action  is 
taken. 

The  Air  Pollution  Control  District  and  the  Rapid  Transit  District 
are  two  outstanding  attempts  to  make  order  out  of  chaos.  A  Golden 
Gate  Authority,  which  ultimately  would  combine  the  functions  of 
seven  existing  bodies,  is  another  attempt  to  meet  purely  regional  prob- 
lems on  a  regional  basis  with  consolidation  of  structure. 

The  preponderant  membership  of  this  committee  feels  that  the  cre- 
ation of  an  authority  nuu'  hasten  the  realization  of  moi-e  such  regional 
bodies.  No  one  can  foresee  the  ultimate  pattern  of  Bay  area  government, 
nor  the  role  an  authority  might  play  in  such  government,  but  we  can 
foresee  nothing  in  the  creation  of  an  authority  which  will  impede  the 
realization  of  whatever  overall  metropolitan  governmental  reorganiza- 
tion the  Bay  area  may  wish  to  create  in  the  future. 

In  the  final  analysis,  an  authority  such  as  herein  proposed  does  not 
constitute  revolutionary  change,  but  rather  a  desirable  and  sensible 
reorganization.  It  makes  elastic  certain  governmental  frameworks  which 
have  become  or  threaten  to  become  inadequate  due  to  their  present 
lack  of  flexibility.  Some  of  the  safeguards  listed  heretofore  already 
have  been  adopted  in  the  legislation  to  create  a  Golden  Gate  authority. 
For  this  reason,  we  feel  certain  that  this  authority  shall  not  be 
allowed  to  grow  to  monstrous  proportions.  On  the  contrary,  the  ulti- 
mate realization  of  an  authority,  with  all  facilities  included,  would 
require  an  evolutionary  process  over  a  considerable  length  of  time. 

The  authority  combines  sound,  flexible  management  and  efficiency 
with  responsiveness  to  the  best  interests  of  the  general  public.  The 
authority  would  be  built  along  the  lines  of  enlightened  corporate  busi- 
ness, similar  to  the  Port  of  New  York  Authority,  and  able  to  maintain 
a  staff  of  the  most  competeiit  teehuicians  available. 

At  the  same  time,  management  would  be  conducted  bj^  local  people, 
selected  by  local  officials.  Their  activities  would  be  brought  into  one 
agency  in  full  view  of  the  public  and  would  thus  be  made  more 
accountable  to  the  public  interest. 

The  Committee  for  Trade  and  Transportation  Development  finds  that 
an  authority  is  both  fonsible  and  desirable.  Because  of  the  Bay  area's 
anticipated  growth,  this  kind  of  approach  appears  to  be  necessary. 

At  this  point,  it  should  be  noted  that  the  INIarine  Subcommittee  was 
unable  to  reach  a  final  recommendation  regarding  the  disposition  of 
harbors,  due  to  insufficient  time  and  information.  For  this  reason,  the 
overall  committee  is  not  yet  ready  to  make  a  recommendation  regard- 
ing hai-bors.  However,  it  is  our  understanding  that  the  legislation  sub- 
mitted by  Sciuitor  McCarthy  emp()W(M-s  the  proposed  authority  with 
the  right  to  negotiate  for  harbors.  With  this  in  mind,  we  have  listed 
safeguards  which  we  feel  are  essential  in  Ihe  conduct  of  any  authority 
activities  in  the  marine  field. 

Following  is  a  brief  analysis  of  each  subcommittee  study : 

Bridges.  A  substantial  majority  of  members  approved  the  method 
of  selection  of  authority  commissioners.  They  agreed  unanimously  that 
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an  authority  should  co-operate  as  much  as  possibh^  with  the  Rapid 
Transit  District,  short  of  merger.  Some  persons  cautioned  that  an 
authority  should  not  openly  advocate  merger  of  itself  with  rapid 
transit.  It  was  also  recommended  that  the  committee  take  no  action 
with  regard  to  a  rapid  transit  tube.  It  was  recommended  that  an 
authority  include  only  bridges  at  this  time.  One  member  objected  to 
inclusion  of  the  Carquinez  Bridge  in  the  authority,  but  other  members 
favored  inclusion  of  all  bridges.  Six  counties  should  be  included  at  the 
outset,  with  provision  to  include  Napa,  Santa  Clara,  and  Sonoma 
Counties  if  it  is  mutually  desirable. 

Commimity  Relations.  The  subcommittee  endorsed  the  method  of 
selecting  commissioners  with  the  recommendation  that  the  maj'ors  of 
Oakland  and  San  Francisco  each  have  one  direct  appointment.  It  was 
felt  that  authority  powers  should  be  broad  enough  to  meet  the  needs 
of  communities  affected.  Members  called  for  the  immediate  relief  of 
traffic  congestion  on  bridges  with  as  many  new  crossings  as  are  neces- 
sary and  feasible.  However,  the  subcommittee  agreed  that  the  nature 
and  location  of  such  crossings  should  not  be  spelled  out  in  legislation 
and  that  this  is  the  basic  function  of  an  authority. 

Finance.  The  subcommittee  agreed  that  the  authority  would  have 
favorable  status  in  the  bond  market  and  would  have  a  sufficiently 
broad  credit  base  to  finance  necessary  future  projects.  It  endorsed 
the  principle  of  an  authority  as  contemplated  in  the  legislation.  Mem- 
bers insisted  that  the  authority  should  co-operate  to  the  fullest  extent 
with  rapid  transit  in  future  years.  The  method  of  selecting  commis- 
sioners was  endorsed  with  one  observation  that  gubernatorial  appoint- 
ments enhance  the  salability  of  bonds. 

Legal.  The  subcommittee  recommended  numerous  revisions  of  a 
preliminary  legislative  draft  which  would  create  an  authority.  Among 
these  revisions  were  a  more  specific  definition  of  an  authority's  scope 
and  more  definitive  powers  of  condemnation.  These  revisions  have 
since  been  adopted  in  the  final  draft  of  legislation. 

Airports.  The  subcommittee  endorsed  provisions  which  would  em- 
power the  authority  to  negotiate  for  the  acquisition  of  major  commer- 
cial airports,  with  consent  of  the  governments  and  voters  of  each  owner 
city.  It  was  felt  that  an  authority  could  benefit  airports  since  they 
are  faced  with  the  necessity  of  tremendous  future  expansion.  Members 
pointed  out  that  San  Jose  would  probably  also  require  a  major  metro- 
politan airport  within  15  years.  It  was  felt  that  tremendous  confusion 
and  costly  duplication  of  facilities  would  result  if  three  major  Bay  area 
airports  were  competing  against,  rather  than  working  with,  each  other. 
Committee  members  also  stressed  the  importance  of  bringing  in  the 
two  major  airports  at  the  same  time. 

Marine.  The  Marine  Committee  report  submitted  February  2d  can 
be  accurately  summarized  as  follows: 


Companies  owning  and  operating  ships  in  worldwide  services,  coast- 
wise or  intercoastal,  do  not,  as  a  rule,  attempt  to  influence  any  com- 
munity which  they  serve  as  to  the  manner  in  which  they  should  operate 
publicly  owned  terminals,  and,  as  a  rule,  they  accept  the  established 
type  of  ownership  whether  it  be  private,  municipal,  state,  or  some  other 
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form  of  control  of  terminals  at  ^vllieh  they  deliver  or  load  cargo.  Owners 
of  foreign  vessels  and  agent  operators  for  foreign  ships  normally 
prefer  to  leave  such  matters  to  the  communities  which  they  serve,  and 
are  disinclined  to  become  involved  in  phases  of  our  domestic  politics. 
Consequently,  no  group  opinion  can  be  expressed  on  behalf  of  what 
is  loosely  termed,  "shipjnng. "  Individual  views  do  prevail,  and  perhaps 
it  is  fair  to  say  that  local  shipowning  and  operating  and  agency  inter- 
ests Avould  not  oppose  an  authority  type  of  control  which  will  impar- 
tially promote  commerce  through  a  given  area,  improve  all  needed 
facilities,  and  continue  to  furnish  suitable  premises,  at  equal  rates  and 
terms  and  competitive  with  those  in  the  many  other  areas  from  which 
they  operate  their  services. 

II 

Included  as  members  of  the  Marine  Committee  are  terminal  opera- 
tors from  the  various  Bay  ports.  The  terminals'  point  of  view  is  much 
more  personal  than  that  of  the  worldwide  ship  operator,  because  some 
private  terminals  cater  to  a  wide  variety  of  shipi)ing  lines  and  their 
very  existence  depends  not  only  on  the  type  of  service  and  facility 
the}'  offer,  but  their  ability  to  compete  with  other  terminals  in  the  same 
area.  Also,  they  are  acutely  aware  of  the  type  of  port  authority  they 
must  deal  with,  and  its  "local"  landlord's  attitude  and  ability  and 
willingness  to  make  improvements,  grant  leases,  and  do  other  things 
vital  to  the  Avelfare  of  its  own  community. 

Private  terminals'  position  is  one  of  unwillingness  to  accept  gen- 
eralities that  an  overall  authority  would  be  an  improvement  over  exist- 
ing method,  or  that  they,  individually,  could  cope  with  a  beneficient 
overall  authority  which  must  consider  an  area,  in  any  matter  of  leases, 
or  funds  for  construction,  promotion,  new  facilities,  or  improvement 
of  old  ones. 

Generally  prevailing  is  a  belief  that  New  York  is  the  ideal.  This 
may  be  true  with  respect  to  bridges,  airports,  tunnels,  bus  terminals, 
but  marine  terminals  represent  only  20  percent  of  the  total  deep  water 
usable  cargo  pier  facilities  and  these  handled  only  25  percent  of  a 
1957  declining  cargo  movement. 

Ill 

Under  these  conflicting  circumstances,  on  the  one  hand,  what  might 
be  termed  lack  of  active  interest  on  the  part  of  "shipping,"  and,  on 
the  other,  a  deep  concern  on  the  part  of  "terminals,"  no  majority 
decision  by  a  "Marine"  Committee  as  constituted  was  possible. 

The  committee  is  in  almost  unanimous  agreement  that  all  ports  must 
be  included  in  any  new  authority;  those  on  the  Bay  and  those  up  river, 
which  now  enjoy  geographical,  rate,  and  other  advantages. 

Shipping  and  terminals  are  also  in  firm  agreement  that  nothing  must 
be  done  wliich  will  disturb  the  status  or  the  controls  now  exercised  by 
the  California  Ports  and  Terminal  Bureau  over  rates  and   practices. 

i\Iany  (piestions  remain  unanswered  as  to  the  powers  of  an  overall 
autliority,  and  the  Marine  Connnittee  in  presenting  its  first  report  of 
February  2d  set  these  forth  and  still  suggests  that  it  must  have  the 
answers  before  it  can  intelligently  accept  or  reject  the  concept  of  an 
overall  Port  Authority. 
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COVERDALE  AND  COLPITIS  REPORT 

The  Bay  Area  Council,  Inc.,  is  a  nonprofit  organization  of  leading 
representatives  of  business,  labor,  and  government  from  throughout 
the  nine-county  area,  and  is  dedicated  to  the  improvement  of  the  eco- 
nomic climate  in  the  Bay  area.  For  some  years  it  has  fostered  close 
co-operation  among  the  various  counties  in  matters  of  research  and 
industrial  development.  In  line  Avith  this  program,  and  under  the  lead- 
ership of  Council  President  Edgar  F.  Kaiser,  the  council  sought  a  new 
and  bold  approach  to  the  problem  of  Bay  area  "balkanization."  The 
council  retained  the  New  York  engineering  firm  of  Coverdale  and 
Colpitts  to  survey  the  needs  of  the  Bay  area  and  recommend  worthy 
objectives  for  the  council  to  pursue.  Coverdale  and  Colpitts,  as  one 
of  the  chief  bridge  consultants  to  the  State  Department  of  Public 
Works,  had  long  been  familiar  with  the  problems  of  the  area.  In  May 
of  19f)8  it  issued  a  report  recommending  further  study  of  the  feasibility 
of  consolidating  Bay  area  bridges,  harbors  and  airports  under  one 
management. 

The  Bay  Area  Council  approved  the  recommendation  and  retained 
Coverdale  to  submit  a  full  study  of  the  proposal.  The  firm  drew  heavily 
on  its  backlog  of  bridge  data  and  sent  staff  men  to  the  area  to  obtain 
firsthand  information  on  other  facilities.  The  final  report,  released  on 
December  3,  1959,  recommended  the  creation  of  a  transportation  au- 
thority as  both  "feasible  and  desirable."  The  report  focused  particu- 
larly on  the  nature  and  status  of  each  facility  that  might  be  involved 
in  such  an  authority.  The  Senate  committee  report  has  dealt  primarily 
with  the  broader  implications  of  the  authority  as  a  single  entity  and 
with  the  details  of  implementation.  Therefore,  we  have  enclosed 
excerpts  from  the  Coverdale  and  Colpitts  report  to  supplement  the 
technical  data  herein  presented. 

Bridges 

It  is  to  be  noted  that  the  relation  of  prospective  earnings  to  debt 
service  is  a  very  healthy  one  throughout,  and  if  it  were  possible  to 
devote  some  part  of  these  excess  earnings  to  general  jnirposes,  they 
would  be  very  helpful  in  establishing  a  credit  base  for  other  needed 
improvements  such  as  might  be  required  of  an  overall  anthoritj^,  in- 
cluding additional  Bay  crossings  when  needed. 

It  might  also  be  that  under  such  an  authority,  these  various  bond 
issues  could  be  refunded  by  a  general  obligation  bond,  and  the  schedule 
of  maturities  lightened  and  prolonged.  It  was  such  an  operation  that 
put  the  Port  of  New  York  Authority  on  its  way  to  financial  stability 
and  enabled  it  to  embark  on  the  constructive  program  which  has  done 
so  much  for  the  area  which  it  serves. 

It  seems  to  us  entirely  appropriate,  moreover,  that  control  of  these 
bridges  should  be  vested  in  an  authority  having  its  entire  interests  in 
the  San  Francisco  Bay  area.  This  is  already  true  of  the  Golden  Gate 
Bridge,  but  all  others  are  under  control  of  an  authority  which  is 
statewide,  as  far  as  membership  is  concerned,  and  by  the  same  token, 
political.  Its  members  are  the  Governor,  the  Lieutenant  Governor,  the 
Director  of  the  Department  of  Public  AVorks  and  the  Director  of  the 


132  F'INAL  REPORT   ON    BAY   AREA   PROBLEMS 

Department  of  Finance,  all  state  officials,  and  a  fifth  mcml)er  appointed 
by  the  Governor. 

We  believe  that  home  rule  of  these  facilities  peculiarly  local  to  the 
Bay  area  would  result  in  greater  consideration  of  local  needs  and 
greater  response  to  local  demands,  for  example,  to  cite  a  current  case, 
the  installation  of  automatic  toll  collectors. 

We  are  further  of  opinion  that  if  a  new  authority  is  to  be  given  a 
credit  rating  which  will  permit  it  to  borrow  money  on  advantageous 
terms  in  order  to  perform  the  functions  assigned  to  it,  it  needs  the 
credit  base  which  the  bridge  revenues  would  provide  for  it.  This  of 
course,  assumes  that  the  bridge  bonds  could,  to  a  large  extent,  at  least, 
be  refunded  by  a  general  issue  secured  by  a  general  reserve,  as  in  the 
case  of  the  Port  of  New  York  Authorit3\ 

It  was  earlier  stated  that  the  Port  of  Xew  York  Autliority's  fii'st  step 
on  the  way  to  financial  success  was  the  accpiisition  of  the  Holland 
Tunnel  and  its  earning  power.  The  second  major  step  was  the  refunding 
of  the  bond  issues  on  less  restrictive  terms.  It  may  well  be  that  a  Bay 
Area  Authority  would  not  need  such  a  credit  base  indefinitely,  but  with 
a  new  bridge  or  bridges  to  be  built,  and  other  desirable  area  improve- 
ments in  the  offing,  we  believe  that  the  new  authoiitj^  should  have  the 
bridges  as  a  backlog. 

It  has  been  argued,  but  not  successfully,  that  toll  revenues  should  not 
be  used  to  support  other  public  projects  not  so  prosperous.  To  this  we 
reply  that,  outside  the  temporary  loan  of  credit,  there  would  be  very 
little  of  such  support,  and  second,  that  in  an  area  where  practically 
every  taxpayer  owns  a  car  and  uses  it  freely,  the  inequity  of  this 
imposition  is  very  small  indeed. 

Seaports 

The  present  highly  competitive  relationship  between  individual  Bay 
area  ports,  we  find,  has  worked  against  tlie  balanced  development  of 
resources  which  the  great  natural  harbor  of  San  Francisco  Bay  pro- 
vides. Construction  of  duplicate  facilities  has  frequently  resultecl  in 
serious  dui)lication  of  expenditures.  In  certain  cases,  the  problem  of 
financing  port  development  has  imposed  additional  burdens  on  local  tax 
j-evenues.  Comi)etition  extending  to  publicity  aiul  solicitation  places  the 
pi-omotion  of  a  specific  port  or  facility  within  that  port  ahead  of  the 
interests  of  the  Bay  area  as  a  whole. 

Consolidation  of  existing  dry-cargo  ports  under  a  single  authority,  in 
our  opinion,  would  furnish  the  means  of  developing  San  Francisco  Bay 
and  its  tributary  rivers  as  one  great  port.  Its  establishment  would  serve 
tlie  best  interests  of  the  whole  Bay  area  and,  as  a  consequence,  the  best 
interests  of  the  individual  communities  involved.  In  addition  to  elimi- 
nating unconstructive  competition,  the  authority  that  we  envisage 
would  provide  co-ordinated  development  at  each  of  the  several  harbors, 
taking  into  consideration  the  natural  advantages  of  each,  the  require- 
ments of  local  industry  and  facilities  already  existing  elsewhere.  Prop- 
erly staffed,  the  authority  could  be  expected  to  plan  not  only  for  re- 
habilitation of  older  facilities  but  also,  and  more  importantly,  for  the 
provision  of  modern  terminals  at  locations  cliosen  to  promote  future 
comnu'rcial  development. 
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Advaiitafjcs  to  shippers  would  include  iiiodeniization  and  extension 
of  present  special  eargo-handlinf]:  facilities  and  the  desip:nation  of  addi- 
tional  piers  in  various  parts  of  the  Bay  area  for  the  assembly  of  com- 
]ilete  vessel  cargoes.  Also,  port  practices,  which  at  present  vary  some- 
what, conld  be  made  uniform  on  an  area-Avide  basis  under  the  authority 
proposed. 

The  private  terminal  operator,  we  also  believe,  has  much  to  gain  from 
the  consolidation  of  existing  ports  under  a  single  authority.  Such  an 
authority  would  have  no  incentive  to  take  over  existing  well-managed 
private  facilities  unless  those  now  in  ]iossession  so  desired.  In  practice, 
at  the  Port  of  New  York  and  other  areas,  it  is  the  policy  of  the 
authorities  to  build  facilities  for  rental  to  others  for  operation.  Under 
tlie  strengthened  management  which  such  an  authority  would  provide, 
the  private  operator  could  expect  more  effective  co-operation  in  matters 
such  as  planning  and  cargo  solicitation,  as  well  as  improvement  in  the 
present  regulatory  and  general  services  rendered  by  the  port  agencies 
now  existing. 

From  a  financial  standpoint,  the  pooling  of  revenues  from  various 
sources  under  an  authority  would  provide  the  credit  base  for  financing 
future  expansion.  Likewise,  desirable  long-range  projects,  which  might 
not  be  self -supporting  at  the  outset,  could  be  carried  by  those  pooled 
revenues  until  the  potential  of  such  projects  was  realized. 

Specific  economies  to  l)e  derived  from  combining  staff  and  adminis- 
trative personnel  now  employed  at  the  several  ports  are  difficult  to 
project,  but  the  increased  effectiveness  resulting  from  unified  engi- 
neering and.  in  particular,  unified  publicity  and  solicitation  would  be 
highly  constructive.  Tn  regard  to  the  latter,  there  is  general  agreement 
among  qualified  individuals  whom  we  have  consulted  as  to  the  vital 
importance  of  a  continual  and  energetic  program  of  cargo  solicitation. 

Effective  port  promotion  requires  the  active  support  of  prominent 
members  of  the  business  community.  That  experience  has  been  found 
common  at  several  other  United  States  ports  which  we  have  studied. 
An  outstanding  example  of  how  that  objective  has  been  attained  is 
furnished  b}'  International  House  at  New  Orleans.  The  vital  importance 
of  port  promotion  and  cargo  solicitation  to  the  growth  of  Bay  area 
water-borne  commerce  indicates  the  need  for  an  overall  authority  to 
provide  the  focal  point  for  co-operation  on  the  part  of  businessmen 
throughout  that  area. 

As  a  result  of  this  study,  we  are  of  opinion  that  economic  develop- 
ment of  the  San  Francisco  Bay  area  would  be  materially  enhanced  by 
the  consolidation  of  its  principal  dry-cargo  ports  under  a  single 
Authority. 

To  make  such  a  consolidation  effective,  inclusion  of  both  the  Port 
of  San  Francisco  and  the  Port  of  Oakland,  the  Bay's  leading  general 
cargo  ports,  appears  to  be  the  first  essential.  Other  ports  which,  from 
considerations  of  geographical  diversification  and  potential  commercial 
development,  we  believe  could  eventually  be  included  are  those  at 
Richmond,  Redwood  City,  Stockton  and  the  future  deepwater  port 
planned  for  the  Sacramento- Yolo  District. 

While  Stockton  and  Sacramento  are  beyond  the  limits  of  the  Bay 
area  as  presently  defined,  both  ports  lie  on  its  tributary  waters,  and 
present  and  planned  facilities  thereat  tend  to  duplicate  those  elsewhere. 


134 


FINAL   HErORT    OX    HAY    AKKA    I'ROBLEMS 


The  concept  of  one  great  unified  port  to  promote  development  of  tlie 
rejrion  as  a  wliole  would  appear  to  require  the  inclusion  of  the  ports 
at'stoekton  and  Sacramento  in  the  consolidation  recommended. 

Airports 

An  amalgamation  of  the  financial  statements  for  San  Francisco  and 
Oakland  airports  would  produce  at  this  time  a  physical  plant  with  fixed 
assets  in  service  of  almost  $60,000,000.  Approximately  $42,000,000  was 
obtained  from  general  obligation  bonds  and  net  revenues;  $7,000,000 
from  military  contributions ;  and  $11,000,000  from  aid  for  construction, 
particularly  from  the  C.A.A.  These  fixed  assets  in  service  will  be  in- 
creased to  over  $100,000,000  when  the  improvement  programs  are  com- 
pleted in  1963. 

The  total  funded  debt  of  the  airports  at  June  30,  1958,  was  approxi- 
mately $23,710,000  .  .  .  This  is  based  on  $17,239,000  of  outstanding 
general  obligation  bonds  of  the  City  and  County  of  San  Francisco,  and 
$6,200,000  outstanding  1955  Airport  Bonds  of  the  City  of  Oakland,  plus 
$271,000  which  represents  a  percentage  of  outstanding  1925  Harbor 
liiij)rovement  Bonds  of  the  City  of  Oakland  that  can  be  assigned  to  the 
airport  on  the  basis  of  use  of  the  funds.  An  additional  amount  of 
$17,800,000  in  general  obligation  bonds  has  been  authorized  for  the 
airports  and  is  expected  to  be  issued  over  the  next  few  years  in  con- 
nection with  the  present  improvement  programs.  This  represents 
$14,800,000  unissued  bonds  of  the  1956  $25,000,000  issue  of  the  City 
and  County  of  San  Francisco,  and  $3,000,000  unissued  bonds  of  the 
1!)55  airport  bond  issue  of  $10,000,000  of  the  City  of  Oakland. 

The  individual  statements  of  operation  for  the  Fiscal  Years  1946 
through  1958  for  San  Francisco  and  Oakland  aii-ports  .  .  .  indicate 
tliat  the  airports  in  the  fiscal  year  ending  June  30,  1958,  had  a  total 
revenue  of  $4,776,955  and  combined  operating  expenses  of  $2,506,740, 
to  give  a  net  operating  income  of  $2,270,215  and  an  operating  ratio  of 
52.5  percent. 

The  individual  estimate  of  operating  revenues  and  expenses  for  these 
airports  covering  the  period  of  Fiscal  Years  1959  through  1968  .  .  .  pro- 
vides the  following  joint  projection : 


Year 

Revenues 

Expenses 

Net 

operating 

income 

Operating 

ratio 
(percent) 

Baseyc&r 

1958  actual 

$4,776,955 

5,100,000 
5„500,000 
5,900,000 
6,S00,000 

7,175.000 
7,575,000 
8,000,000 
8,350,000 
8.725,000 

0,100,000 
9,500,000 
9,900,000 

$2,506,740 

2,fl00.000 
3.100.000 
3,300.000 
3,900,000 

4.200.000 

4..^on.onn 
4.:(ii).i)iH) 

l.'.IOO.DOl) 
5.100,000 

5,300.000 
5,500.000 
6.700,000 

$2,270,215 

2,200,000 
2, 100.000 
2,000,000 
2,000,000 

2.;»75.000 
3.075.000 
3,300.000 
3.4.50.000 
3,625,000 

a.soo.ooo 

4,000,000 
4,200,000 

52.5 

1959 

56.9 

1960 

56.4 

1961  

55.9 

1962 

57.4 

1963 

58.5 

1964 

59.4 

1965 

58.8 

1966 

.58.7 

1967 

58.5 

1968 

58.2 

1969 

57.9 

1970 

67.6 
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These  estimated  net  operating  incomes  would  be  available  to  service 
the  funded  debt  of  the  two  airports.  A  comparison  of  these  surplus 
earnings  and  the  estiniatod  debt  service  for  the  Fiscal  Years  1959 
through  1970  .  .  .  indicates  that  surplus  earnings  are  not  expected  to 
meet  the  combined  debt  service  before  the  Fiscal  Year  1967.  However, 
after  this  time  the  airports  are  expected  to  develop  large  surpluses  over 
that  required  to  meet  the  exjiected  debt  service. 

There  are  a  number  of  advantages  that  could  be  gained  from  joint 
operation.  Owing  to  the  increasing  occupancy  of  the  air  space  over  the 
San  Francisco  Bay  area,  it  appears  inevitable  that  some  measure  of 
joint  management  approach  by  the  area's  airports  will  be  found  neces- 
sary in  the  not  too  distant  future.  Our  study  leads  us  to  believe  that 
the  logical  first  step  in  this  direction  is  the  consolidation  of  San  Fran- 
cisco and  Oakland  airports. 

Consolidation  of  the  New  York  area 's  airports  under  its  Port  Author- 
ity has  beyond  a  doubt  led  to  a  more  orderly  development  of  the  area's 
air  traffic  and  has  quite  probably  held  to  New  York  a  certain  amount 
of  traffic  which  might  have  been  diverted  elsewhere.  Joint  control  of 
Chicago's  airports  is  also  working  towards  an  orderly  solution  of  the 
difficult  problems  there.  On  the  other  hand,  the  competition  between 
Love  Field  and  Amon  Carter  Field  in  the  Dallas-Fort  Worth  area  is 
working  out  to  the  advantage  of  no  one. 

One  major  advantage  we  see  in  consolidation  of  San  Francisco  and 
Oakland  airports  would  be  the  possibility  of  a  drastic  reduction  in  the 
large  capital  expenditures  planned  over  the  next  few  years  which,  in 
our  opinion,  is  going  to  produce  a  large  excess  in  capacity  over  demand 
during  tlie  foreseeable  future.  As  a  matter  of  fact,  as  far  as  runway 
capacity  is  concerned,  Chicago's  Midway  Airport  handled  more  take- 
offs  and  landings  in  1957  than  San  Francisco  and  Oakland  combined, 
the  figures  being  408,059,  201,924  and  201,716,  respectively.  Also,  the 
impending  transfer  of  the  U.  S.  Naval  Reserve  Station  from  Oakland 
Field  to  the  Alameda  Naval  Base  would  reduce  the  traffic  using  Oak- 
land's runways. 

Granting  the  need  for  longer  runways  to  serve  large  jet  aircraft,  it 
still  seems  evident  that  considerable  money  could  have  been  saved  in 
capital  outlays  at  the  two  airports  by  joint  control,  and  we  believe  that 
large  savings  will  be  attainable  in  the  future. 

Under  consolidated  operation  it  would  also  be  possible  to  reapportion 
the  traffic  to  some  extent,  which  could  relieve  both  terminal  congestion 
and  air  congestion.  Our  thinking  on  this  point  is  quite  tentative  and 
we  are  not  unmindful  of  the  difficulties  always  raised  by  such  pro- 
posals. On  the  other  hand,  statistics  indicate  that  there  are  relatively 
few  direct  transfers  between  flights  at  San  Francisco,  so  that  one  of 
the  major  difficulties  does  not  present  a  problem  in  this  area. 

Furthermore,  joint  control  would  strenghten  the  position  of  the  air- 
ports in  dealing  with  the  airlines.  We  are  aware  that  San  Francisco 
has  recently  worked  out  a  long-term  schedule  of  charges  with  the  air- 
lines serving  it,  but  these  rates  are  not  the  same  at  the  two  airports. 
Numerous  other  matters  will  arise  from  time  to  time  where  a  united 
front  will  work  to  the  airport's  advantage,  financially  and  otherwise. 

Finally,  combined  management  would  permit  higher  salaries  for 
expert  management  personnel  and  larger  expenditures  for  technical 
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specialists  on  matters  of  operation  which,  in  turn,  would  produce 
economies  in  the  joint  operation. 

It  may  be  that  a  new  autliority  mi<ilit  not  find  itself  in  position 
financially  to  assume  the  burden  of  the  debt  which  Oakland  is  incur- 
rinpr  in  buildinp;  what,  in  effect,  is  a  second  Oakland  airport,  with 
small  supporting  revenues.  This  is  probably  a  matter  which  could  be 
worked  out  in  negotiation  between  the  parties  involved. 

In  view  of  all  the  considerations  stated,  it  is  our  opinion  that  it 
would  be  to  the  advantage  of  San  Francisco  and  Oakland  and  the  en- 
tire Bay  area  that  tiie  operations  of  these  two  airports  be  consolidated, 
with  later  consideration  being  given  to  the  inchision  of  smaller  airports 
in  the  Bay  area. 

UNIVERSITY  OF  CALIFORNIA  REPORT 

The  Senate  Interim  Committee  contracted  with  the  Bureau  of  Public 
Administration  at  the  University  of  California,  Berkeley  campus,  for 
the  preparation  of  a  report  dealing  with  the  ])ort  authority  concept 
throughout  the  United  States  and  its  application  in  tlie  Bay  area.  The 
bureau,  under  the  direction  of  Dr.  Dwight  Waldo  and  Dr.  Stanley 
Scott,  issued  a  final  survc}^  of  this  problem  in  late  1958.  In  March  of 
1959  the  bureau  issued  a  revised  study  entitled  "The  Use  of  the  Port 
Authority  in  the  United  States:  With  special  reference  to  the  San 
Francisco  Bay  area."  We  have  enclosed  the  summary  of  this  report. 

Summary 

The  continuing  growth  and  expansion  of  metropolitan  regions  has 
accentuated  tlie  i)roblem  of  supplying  urban  areas  witli  basic  public 
services,  such  as  Avater  supply,  sewage  disposal,  fire  protection,  as 
well  as  transportation  and  terminal  facilities.  The  crux  of  this  problem 
lies  in  the  fact  that  the  existing  units  of  government  are  not  able  to 
provide  adequate  services  on  an  areawide  basis.  Several  governmental 
patterns  have  been  emploj'ed  as  means  of  giving  more  unified  adminis- 
tration to  public  services  and  to  solve  other  problems  arising  in  metro- 
])olitaii  regions.  Efforts  have  been  made  to  effect  comprehensive 
goveriniiental  reorganizations,  such  as  city-county  consolidation  and 
metropolitan  federation.  Metropolitan  districts  and  authorities  have 
been  set  up  outside  the  regular  units  of  government  for  the  purpose  of 
administering  particular  urban  services  on  an  areawide  basis.  Signifi- 
cant examples  of  special  district  authorities  in  California  include  the 
Metropolitan  Water  District  of  Southern  California,  the  Bay  Area  Air 
Pollution  Control  District,  and  the  San  Francisco  Bay  Area  Rapid 
Transit  District. 

Recently  there  has  been  considerable  discussion  of  the  desirability 
of  establishing  a  similar  authority  in  the  San  Fraiu-isco  Bay  area  for 
the  co-oi'dination  of  harbor,  airport,  bridge,  and  po.ssibly  other  facilities. 
At  present,  control  of  port  facilities  is  under  several  different  govern- 
mental jurisdictions.  The  Port  of  San  Francisco  is  under  state  control, 
operated  by  a  Board  of  Harbor  Commissioners  appointed  by  the 
(Joveruor.  The  San  Francisco  Airport  is  controlled  by  the  city  public 
utilities  commission.  The  Port  of  Oakland  is  administered  by  a  com- 
mission a])i)oint(>d  by  tlie  city  council.  The  city-owned  harbor  facilities 
in    the    Richmond    area    are   leased    to    the    Parr-Richmond    T(M-minal 
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Company.  The  I'ort  of  Kedwood  City  is  operated  as  a  city  port  de- 
partment. 

The  bj-idges  that  span  the  bay  are  also  nnder  separate  jurisdictions. 
The  Ciolden  Gate  Hridp,e  is  owned  and  operated  by  the  Golden  Gate 
Bridge  and  Ilicrhway  Distriet,  with  a  board  appointed  by  supervisors 
of  the  participatinpr  counties.  The  other  brid<ies  are  controlled  by  the 
State  Toll  Bridp-e  Authority,  an  aprency  of  the  State. 

Critics  of  the  existinc:  port  administration  emphasize  the  lack  of 
any  overall  co-ordination  or  centralized  planning?.  This  has  resulted 
in  harmful  competition,  overlapping?  and  duplication  of  facilities,  and 
lack  of  administrative  efficiency  and  economy.  The  establishment  of  a 
regional  port  antliority,  it  is  contended,  would  eliminate  wasteful 
competition;  reduce  taxes,  administrative  costs,  and  overhead;  broaden 
the  credit  base ;  insure  full  utilization  of  present  facilities  to  attain 
maximum  benefits ;  provide  more  efficient  and  business-like  manage- 
ment; and  otherwise  advance  the  common  interest  of  all  the  Bay  area 
ports. 

The  concept  of  a  regional  port  authority  for  the  San  Francisco  Bay 
area  has  been  discussed  intermittently  for  at  least  half  a  century,  and 
during  the  past  decade  interest  in  such  an  agency  has  increased 
markedly.  Two  years  of  study  by  the  Senate  Interim  Committee  on  Bay 
Area  Problems,  plus  recent  work  by  the  Bay  Area  Council,  have  re- 
sulted in  the  introduction  of  Senate  Bill  No.  576  at  the  1959  Session  of 
the  California  Legislature.  The  bill  would  create  a  nine-connty  "Golden 
Gate  Authority"  with  responsibility  for  ports,  airports  and  bridges. 
The  authority  would  be  given  the  bridges  crossing  San  Francisco  Bay, 
plus  their  clear  toll  receipts,  and  would  be  empowered  to  negotiate 
with  the  present  owners  for  the  acquisition  of  Bay  area  ports  and  air- 
ports. At  this  writing  the  proposal  is  the  subject  of  lively  discussion 
and  debate  throughout  the  Bay  area  and  in  Sacramento. 

Port  authorities  are  widely  utilized  in  major  port  areas  throughout 
the  United  States.  These  authorities  may  be  classified  into  three  cate- 
gories. One  group  includes  the  bi-state  agencies  which  have  jurisdiction 
over  large  regional  areas  that  cross  the  boundaries  of  two  states.  State- 
wide port  authorities  constitute  a  second  group,  which  have  jurisdiction 
over  all  port  facilities  within  a  particular  state.  In  a  third  group  are 
local  port  authorities  having  jurisdiction  over  particular  harbors. 
Although  there  is  considerable  variation  in  the  power,  functions,  and 
activities  of  port  authorities,  they  are  all  designed  to  achieve  more 
effective  centralization  and  co-ordination  of  port  and  terminal  facilities 
and  to  promote  increased  shipping  and  commerce  in  their  states, 
regions,  or  districts. 

The  question  of  whether  or  not  a  port  authority  would  be  the  best 
solution  for  administration  of  port  and  terminal  facilities  in  the  Bay 
area  is  a  controversial  one.  Most  students  of  local  government  tend  to 
agree  that  the  ideal  solution  would  be  the  administration  of  all  area- 
wide  public  functions  within  the  framework  of  an  areawide  metropoli- 
tan government.  This  might  be  achieved  in  a  number  of  ways,  such  as 
the  employment  of  a  federal  or  "borough"  system,  or  the  creation  of 
multipurpose  metropolitan  district.  However,  single-purpose  special  dis- 
trict authorities  have  been  the  more  common  method  of  dealing  with 
areawide  problems,  largely  because  they  can  be  set  up  more  easily,  and 
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because  they  do  not  involve  any  abolition  of  or  major  changes  in  the 
powers  of  the  existing  units  of  government. 

Discussion  of  the  Port  of  New  York  Authority  highlights  some  of 
the  pros  and  cons  of  the  authority  form  of  organization.  Practically 
everybody  recognizes  the  outstanding  achievemonls  of  the  New  York 
authority  in  providing  certain  jiublic  facilities  of  aroawide  service,  and 
in  furthering  the  transportation,  ship})ing  and  commercial  interests  of 
the  bistate  port  region.  It  is  also  generally  recognized  that  the  existing 
local  governments  could  not  have  done  this  on  a  voluntary  basis — that 
some  kind  of  regional  instrumentality  Avas  essential.  The  Port  of  New 
York  Authority  has  been  criticized  on  two  counts,  however.  First,  it  is 
suggested  that  the  authority  should  have  been  given  some  kind  of 
taxing  power,  or  other  source  of  public  funds.  As  it  is,  these  sources 
contend,  the  authority  finds  difficulty  in  undertaking  low-income  pro- 
jects and  cannot  undertake  those  which  are  not  self-supporting.  Yet 
many  of  the  regional  public  works  needed  in  an  area  like  New  York 
cannot  be  paid  for  out  of  user  revenues. 

Second,  it  is  held  that  the  autliority  has  too  much  independence  and 
autonomj',  that  it  should  be  more  closely  knit  into  the  fabric  of  local 
government  in  tlie  New  York  area,  and  that  co-operation  between  the 
authority  and  local  governments  in  the  development  of  integrated  area- 
wide  programs  has  not  been  satisfactory.  It  should  be  noted  that  these 
criticisms  are  not  directed  at  the  concept  of  a  regional  agency  as  such, 
but  only  at  a  few  specific  aspects  of  the  authority's  organizational  and 
fiscal  structure.  The  critics  would  not  do  away  with  the  Port  of  New 
York  Authority — they  would  simply  design  it  a  little  differently  if  they 
had  the  job  to  do  over. 

The  question  of  the  most  feasible  solution  for  problems  of  port 
administration  hinges,  in  part,  on  the  fundamental  issue  of  whether 
metropolitan  problems  should  be  dealt  with  inside  the  framework  of 
a  regional  metropolitan  government,  or  whether  they  can  best  be 
handled  through  a  number  of  special  districts  and  authorities.  In  the 
long-run  view,  the  consensus  seems  to  be  that  a  metropolitan  govern- 
ment would  be  most  desirable.  If,  however,  a  special  district  or  au- 
thority is  to  be  created,  an  attempt  could  be  made  to  capitalize  on  the 
advantages  of  this  form  of  organization,  while  avoiding  its  defects. 
Here  several  considerations  become  important : 

1.  TTow  much  of  the  metropolitan  area  is  to  be  included  in  the  juris- 
diction of  the  district  or  authority'  ? 

2.  Can  a  multipurpose  district  be  employed  which  would  be  able  to 
administer  several  or  all  of  the  functions  that  need  to  be  admin- 
istered on  an  areawide  basis  ? 

3.  Are  there  existing  areawide  districts  to  which  the  function  might 
be  given  ? 

4.  How  can  the  district's  activities  be  co-ordinated  most  effectively 
with  those  of  other  local  governments?  Should  the  local  govern- 
ments be  given  a  direct  voice  on  the  district  governing  board? 
"What  provision  should  be  made  to  avoid  conflicts  with  the  local 
governments  or  to  settle  such  conflicts  Avhen  they  occur? 
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5.  How  can  the  district  best  be  Diado  adequately  accountable  politi- 
cally, and  Avliat  niotliod  slionld  be  used  for  selecting  the  governing 
body? 

6.  How  can  the  district's  revenue  structure  be  made  strong  enough 
to  support  the  services  required? 

It  should  be  obvious  that  no  categorical  answers  can  be  given  to  the 
questions  as  to  what  is  the  most  approi)riate  means  for  dealing  with 
the  administration  of  port,  aii'port,  bridge  and  terminal  facilities  in 
the  Ba}^  area.  The  imx)ortant  thing  to  emphasize  is  that  this  question 
should  be  considered  within  the  broader  context  provided  by  the  other 
areawide  problems  of  the  San  Francisco  Bay  area. 

This  suggests  two  possibilities,  either  of  which  would  embody  a  com- 
promise between  a  general  purpose  metropolitan  government  and  a 
single-purpose  district.  First,  one  areawide  district  could  be  established, 
and  this  district  coidd,  at  the  proper  time,  assume  each  new  govern- 
mental function  requiring  regional  treatment.  One  large  metropolitan 
district  would  thus  take  care  of  all  the  Bay  area's  needs  for  regional 
co-ordination  and  service.  Second,  if  the  first  possibility  should  not 
prove  feasible  and  several  regional  districts  should  be  established,  a 
parallel  structure  could  be  utilized.  If  the  districts  could  be  made  to 
resemble  each  other  closely,  their  consolidation  at  some  future  date 
would  be  facilitated.  This  would  also  serve  to  keer)  the  regional  govern- 
mental pattern  simpler  and  more  comprehensible.  The  districts  could 
co-operate  with  each  other  better,  and  could  co-ordinate  their  activities 
more  closely,  if  they  were  alike  in  basic  organization.  A  start  in  this 
direction  has  been  made  with  the  creation  of  the  Bay  Area  Air  Pollu- 
tion Control  District  and  the  San  Francisco  Bay  Area  Kapid  Transit 
District,  both  organized  according  to  a  "federal"  principle  under 
which  the  district  board  members  are  chosen  by  the  participating  cities 
and  counties. 

INTERIM  COMMITTEE  HEARING 

The  interim  committee  held  a  public  hearing  in  the  State  Capitol, 
Sacramento,  on  March  24,  1959.  The  hearing  began  at  10  a.m.  and  did 
not  conclude  until  6  p.m.,  with  a  two-hour  recess  for  lunch.  The  com- 
mittee heard  first  from  the  proponents  of  Senate  Bill  No.  576  led  by 
Edgar  F.  Kaiser,  President  of  the  Bay  Area  Council,  Joseph  Martin, 
Jr.,  San  Francisco  attorney,  and  Robert  Nahas,  Oakland  builder  and 
developer. 

The  first  opposition  to  the  proposal  came  from  the  Oakland  Port 
Commission,  the  Golden  Gate  Bridge  and  Highway  District,  and  the 
League  of  California  Cities.  It  should  be  noted  that,  at  no  time,  did  any 
official  public  agency  oppose  the  idea  of  a  Golden  Gate  Authority.  Each 
opponent  directed  his  criticism  to  specific  details  of  Senate  Bill  No.  576, 
in  most  cases,  with  special  reference  to  the  protection  of  the  agency 
which  he  represented. 

In  addition  to  the  public  hearing,  Senate  Bill  No.  576  was  heard  by 
the  Senate  Transportation  Committee  on  four  separate  occasions  for  a 
total  of  12  hours  before  it  was  given  final  passage.  AVe  have  enclosed 
the  testimony  of  principal  witnesses  at  these  various  hearings.  Please 
bear  in  mind  that  this  testimony  was  directed  to  Senate  Bill  No.  576 
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iu  its  earlier  forms.  The  bill  at  that  time  diltered  from  the  eopy  of  the 
bill  euclosed  in  this  report  iu  three  major  regards:  The  appointment 
of  commissioners  was  essentially  vested  with  local  governments  rather 
than  the  Governor;  the  authority  was  given  the  power  to  negotiate  for 
acquisition  of  harbors  and  airports  without  having  to  obtain  the  legis- 
lative approval  that  is  provided  in  the  ]\Iay  19tli  version;  and  transfer 
of  the  Golden  Gate  Bridge  was  provided  automatically  on  July  1,  1960. 

Statement  of  Mr.  Edgar  F.  Kaiser,  President  of  the 
San  Francisco  Bay  Area  Council 

The  creation  of  the  Golden  Gate  Authority  truly  is  an  oiijutrt unity 
requiring  the  same  breadth  of  vision  C'alifornians  exci-cised  in  fashion- 
ing the  vast  Central  Valley  Project.  It  is  an  opportunity  demanding 
that  people  lift  their  eyes  above  the  limited  horizon  of  self-interest. 
It  is  an  opportunity,  in  short,  to  create  a  better  future,  a  planned 
future,  for  the  people  of  the  Bay  area  and  the  State. 

When  the  San  Francisco  Bay  Area  Council  last  December  announced 
its  support  of  a  Golden  Gate  Authority  Act  based  on  intensive  legal, 
fiscal  and  engineering  studies  of  the  feasibility  of  such  an  act  we  did  so 
with  this  statement: 

"Tiie  Bay  area  can  sweep  away  its  cobwebs  with  this  plan  and  move 
forward  boldly  and  profitably  to  intensive  and  prosperous  competition 
with  areas  like  New  Orleans  and  New  York  for  commerce,  while  re- 
solving the  transportation  problems  which  until  now  have  threatened  to 
stifle  and  choke  oif  its  economic  greatness.  In  this  challenging,  co-oper- 
ative venture,  a  sensible  halt  is  being  called  to  the  economic  Balkan- 
ization of  the  Bay  area,  while  the  political  integrity  of  the  counties  is 
preserved  inviolate. ' ' 

To  us  that  statement  summarizes  an  essential  goal  for  the  Bay  area 
and  for  the  State  of  which  it  is  an  integral  part  and  to  which  it  con- 
tributes. 

We  did  not  take  creation  of  the  Golden  Gate  Authority  lightly.  To 
the  contrary,  having  had  the  co-operation  of  experts  in  every  possible 
field  in  determining  (1)  would  an  authority  work  to  the  advantage  of 
California  and  the  Bay  area  and  (2)  could  an  act  be  drafted  to  make 
its  creation  physically  possible,  we  launched  the  most  intensive  drive 
possible  to  take  this  vital  question  to  the  people,  the  organizations  and 
the  local  government  bodies  of  the  nine-county  Bay  area. 

The  response  to  that  effort  has  been  one  of  the  most  rewarding  exjjeri- 
ences  for  which  men  can  wish. 

We  have  been  in  contact  with  over  8,000  individuals  and  organiza- 
tions in  a  period  of  three  months  to  tell  the  Golden  CJate  Authority 
story.  As  the  authority  is  explained  and  detailed,  support  has  b(>en 
almost  univer.sal. 

In  this  short  period  of  time,  nearly  300  CDiumunity  leaders  have 
joined  the  Citizens  Committee  for  the  Golden  Gate  Authority.  These 
people  come  from  all  throiighout  the  Bay  area.  There  are  labor  men, 
businessmen,  governmental  officials,  housewives,  farmers.  Democrats, 
Rei)ul)licans  and  men  and  women  from  every  other  walk  of  life  who 
have  joined  with  us  in  this  effort. 
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For  your  information,  I  am  submitting  the  names  of  the  members  of 
the  citizens  committee  to  yon.  T  think  you  will  find  it  as  indicative 
of  the  public  support  of  the  Golden  Gate  Authority  as  we  do. 

We  also  have  had  support  from  many,  many  organizations  in  the  Bay 
area  wliieh  have  endoi\sed  the  authority,  and  I  submit  the  names  of 
these  organizations  to  you,  too. 

In  going  to  the  people  with  the  story  of  the  Golden  Gate  Authority, 
it  has  been  our  purpose  to  reconcile  points  of  difference,  as  well  as  to 
explain.  Our  purpose  is  to  create  the  finest  possible  act  to  make  this 
authority  work  the  way  the  people  want  it  to  work.  In  that  connection, 
we  have  willingly  accepted  constructive  amendments  and  modifications 
requested  by  people  and  organizations  throughout  the  nine-county  area. 
These  are  amendments  which  strengthen  the  act  within  the  framework 
of  its  basic  purpose  which  is  to  assure  the  future  prosperity  of  the  area 
by  consolidating  the  administration  and  management  of  its  toll  bridges, 
seaports  and  airports. 

Dissent  has  value  in  that  it  helps  hold  our  proposal  up  to  the  clear 
light  of  public  debate.  No  measure  holding  so  much  potential  value  for 
millions  of  people  in  an  area  as  large  as  the  one  encompassed  by 
the  authority  should  ever  be  enacted  without  full  discussion  and  com- 
petent testing  of  its  many  features. 

After  these  months  of  public  study,  examination,  and  thorough  ex- 
change of  ideas  and  views,  the  real  issue  in  this  effort  to  achieve  a 
better  economic  future  through  establishment  of  the  Golden  Gate 
Authority  boils  down  to  this:  It  is  the  people  of  the  Bay  area  versus 
self  interest — and  I  use  the  term  respectfully. 

Practically  everyone  tells  me  while  they  are  in  favor  of  the  prin- 
ciple of  the  authority,  many  of  them  who  have  a  self  interest  in  a 
bridge  or  a  seaport  or  an  airport  are  for  the  authority  for  the  other 
fellow.  Just  leave  our  bridge  or  airport  or  seaport  out  of  it,  they  say, 
and  we'll  support  you  to  the  hilt. 

Frankly,  we  find  that  attitude  extremely  encouraging,  because  what 
these  people  are  saying  is  that  the  Golden  Gate  Authority  is  good  for 
the  Bay  area.  We  simply  believe  that  if  part  of  the  idea  is  good,  the 
whole  idea  is  a  lot  better. 

All  progress  is  destined  to  run  the  gauntlet  of  just  such  opposition. 
There  were  those  who  opposed  the  coming  of  the  transcontinental  rail- 
ways. There  were  those  who  tried  to  tear  down  the  vision  of  great 
bridges  crossing  our  bay.  Just  so  today  there  are  a  few  who  oppose  the 
establishment  of  a  Bay  area  authority. 

We  have  a  great  destiny  in  the  Bay  area — if  we  have  the  courage  and 
the  foresight  to  plan  and  work  for  it.  With  the  Golden  Gate  Authority 
we  can  take  a  matchless  stride  into  a  more  prosperous,  more  efficient, 
less  costly  future  for  the  3,500,000  people  who  reside  there  now  and 
the  5,000,000  people  who  will  reside  there  by  1970. 

In  behalf  of  the  Bay  Area  Council  and  all  who  have  joined  with  us 
in  sponsoring  this  program,  I  urge  your  favorable  action  on  Senate 
Bill  No.  576. 
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Statement  of  Dr.  William  Miller,  Consultant,  Princeton  University  Surveys 
The  Powers  of  the  Authority  and  Restraints  to  Match 

If  we  may  assume  a  desire  to  improve  the  present  situation  for  the 
reasons  set  forth  in  the  second  section  of  the  bill,  the  following  powers 
of  the  new  authority  would  be  significant: 

(1)  It  would  provide  overall  planning  and  development  of  Bay  area 
public  transportation  facilities. 

(2)  It  would  integrate  present  and  proposed  new  facilities  accord- 
ing to  a  common  plan. 

(3)  It  would  have  broad  powers  to  acquire,  construct,  operate,  and 
maintain  facilities  to  advance  the  trade  and  commerce  of  the 
Bay  area. 

(4)  It  would  have  full  power  to  finance  such  facilities  out  of  the 
reserves  they  produce. 

(5)  It  would  have  all  the  auxiliary  powers  needed  to  make  contracts, 
operate  facilities,  fix  rates  and  charges,  as  any  well  run  business. 

(6)  It  would  start  business  with  the  bay  bridges  as  of  certain  trans- 
fer dates,  and  would  be  authorized  to  negotiate  with  the  public 
agencies  involved  to  acquire  port,  airport  and  other  facilities. 

These  powers  speak  for  themselves.  In  establishing  a  new  public 
agency,  however,  we  are  often  as  much  concerned  with  the  restraints  on 
the  exercise  of  its  powers  as  we  are  with  the  powers  themselves.  The 
bill  has  at  least  seven  built-in  restraints  of  this  kind : 

(1)  The  authority  is  the  creature  of  the  Legislature  aiul  as  such  it 
woidd  always  remain  accountable  to  the  Legislature. 

(2)  It  is  the  agent  of  the  counties  and  cities,  which  have  the  power 
of  appointment  and  removal  of  the  commissioners. 

(3)  Its  employees  are  fully  protected  by  civil  service  requirements, 
including  those  transferred  to  it  with  existing  facilities. 

(4)  It  is  denied  taxing  power — which  means  its  projects  must  sup- 
port themselves. 

(5)  It  must  meet  the  acid  test  of  the  financial  niai'ket,  that  is,  if  its 
projects  are  not  soundh'  conceived  and  well  managed,  it  will  find 
itself  without  abilit.v  to  market  its  bonds  and  therefore  without 
capital  for  any  questionable  project. 

(6)  Before  any  existing  facility  of  a  city  or  county  could  be  acquired 
by  the  Authority,  the  city  or  county  must  be  satisfied  that  the 
transfer  will  be  beneficial. 

(7)  Its  j>ro])erty,  both  transferred  and  new,  will  be  held  in  trust  for 
public  use.  In  ]iarticular,  any  existing  facility  transferred  to  it 
will  remain  in  trust  for  us(>  of  the  same  ]>eo])]e  who  now  use  it. 

'^riic  bill  leans  over  backwards  in  recognizing  local  interest  in  this 
(|U('sti()n;  by  autliorizing  the  negotiations  for  i)orts  and  airjiorts  to 
include  tlie  ({uestion  of  past  investment,  and  by  requiring  the  Authority 
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to  come  back  to  the  Legislature  for  approval  regarding  the  I'ort  of  San 
Francisco. 

These  seven  restraints  guarantee  a  -well  balanced  program ;  assure 
that  the  use  of  authority  resources  will  be  determined  by  the  test  of 
economic  feasibility;  ])rotect  taxpayers  against  any  future  burdens  for 
authority  projects ;  and  compel  sound  business  management.  Conceiv- 
ably other  restraints  may  be  suggested,  but  these  must  remain  the 
cornerstone  of  reassurance  that  the  Authority  is  a  sound  concept. 

Finally,  existing  federal  legislation  regarding  the  use  of  bridge  tolls 
is  an  overall  restraint.  But  if  the  State  first  establishes  its  own  public 
policy,  amendment  of  the  federal  legislation  would  obviously  be  much 
inore  likely. 

Statement  of  Richard  Carpenter,  Executive  Director, 
League  of  California  Cities 

1.  The  composition  of  the  governing  body  is  our  primary  concern.  We 
sincerel.v  believe  that  the  bill  should  permit  members  of  boards  of 
supervisors  or  city  councils  to  be  selected  as  members  of  the  governing 
body.  We  do  not  insist  that  they  be  selected  but  rather  simply  urge 
their  consideration.  There  are  several  reasons  for  such  a  proposal  in 
connection  with  a  type  of  metropolitan  governmental  agency.  First,  we 
believe  that  most  metropolitan  agencies  will  be  performing  municipal 
type  service  and  that  local  legislators  with  municipal  experience  will 
bring  to  the  governing  body  a  knowledge  of  governmental  problems  not 
possessed  by  the  average  successful  businessman.  Secondly,  the  local 
legislator  will  bring  a  broad  outlook  toward  community  problems 
necessary  to  any  agency  which  normally  will  be  concerned  with  but 
a  single  purpose.  In  addition,  this  includes  the  overall  budget  problems 
of  local  government  and  the  combined  tax  load  of  providing  services 
throughout  the  metropolitan  area. 

2.  Senate  Bill  No.  576  calls  for  the  development  and  revif^ion  of  a 
master  plan.  It  w^ould  appear  that  a  master  plan  developed  by  such  a 
single  purpose  agency  without  relation  to  the  master  plan  to  be  de- 
veloped for  all  other  physical  growth  would  lack  the  essential  co-ordina- 
tion required  for  the  best  development  of  the  community  or  metropol- 
itan region.  In  this  connection,  the  bill  should  place  the  burden  of  co- 
ordination on  the  Golden  Gate  Authority  to  require  its  plans  to  conform 
to  the  general  planning  for  the  area. 

3.  This  should  really  be  a  part  of  No.  2  because  parks  and  vehicle 
parking  constructed  by  the  authority  without  relation  to  other  local 
facilities  could  possibly  conflict  with  local  provision  made  for  the  same 
type  of  facilities  at  tremendous  governmental  expense. 

4.  Collective  bargaining  should  be  deleted  from  the  bill.  It  is  true  that 
transit  authorities  taking  over  from  private  enterprise  have  inherited 
employees  subject  to  collective  bargaining.  This  is  not  true  with  respect 
to  the  proposed  Golden  Gate  Authority  wliich  is  taking  over  govern- 
mental functions  where  there  has  been  no  collective  bargaining.  Wages, 
hours  and  working  conditions  of  public  employees  are  fixed  by  statute, 
charter,  ordinance  and  other  laws.  In  this  connection,  the  public  em- 
ployee has  an  advantage  over  the  private  employee  in  that  he  can  go 
over  the  head  of  the  elected  or  appointed  governing  body  to  the  elector- 
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ate.  The  reason  public  employees  have  been  expressly  excluded  from  the 
National  Labor  Relations  Act  and  others  is  because  of  the  fundamental 
distinction  between  a  public  and  private  employee,  and  you  need  only 
read  Section  923  of  the  Labor  Code  to  note  that  the  conditions  vv^hicli 
encourafred  collective  bargaining  on  the  part  of  private  employees  are 
not  present  as  to  public  employees.  In  addition,  it  is  co)itrary  to  our 
concept  of  legislative  government  for  the  elected  representatives  to  dele- 
gate tlicir  authority  to  private  and  non-responsible  persons.  This  in- 
cludes both  collective  bargaining  and  permissive  or  compulsory  arbitra- 
tion. 

5.  Our  view  is  that  each  of  these  new  districts  or  agencies  should  be 
created  only  after  approval  of  the  electorate  in  the  area.  If  there  is 
genuine  support,  it  will  come  only  after  a  demonstration  of  genuine 
need. 

6.  The  issuance  of  revenue  bonds,  at  least  in  the  first  instance,  also 
should  be  approved  by  the  electorate  by  a  majority  vote. 

7.  The  relocation  of  publicly  or  privately-owned  utility  facilities 
should  be  made  at  the  expense  of  tlie  utility  as  a  secondary  user  of  a 
public  riglit  of  way  acquired  primarily  for  traffic  purposes  and  used 
only  incidentally  for  utility  facilities. 

8.  Finally,  as  in  most  bills  pi'cpared  by  bond  counsel,  there  are  many 
protections  for  bondholders  but  few,  if  any,  for  the  governmental 
agencies  which  will  be  a  part  of  the  authority  or  at  least  included 
within  its  territorial  boundaries. 

Stafement  of  Dudley  W.  Frost,  Execufive  Director,  Port  of  Oakland 

The  Oakland  Board  of  Port  Commissioners  has  adopted  a  policy  to 
actively  oppose  at  this  time  the  creation  of  a  Golden  Gate  Authority 
as  ])roposed  in  Senate  Bill  No.  576. 

The  Port  of  Oakland  includes  extensive  marine  terminal  facilities, 
Metropolitan  Oakland  International  Airport  and  substantial  industrial 
properties. 

The  ultimate  absorption  of  these  facilities  by  the  proposed  Golden 
Gate  Authority  is  anticipated  in  Senate  Bill  No.  576  so  our  interest 
in  this  proposed  legislation  is  more  than  incidental.  It  is  very  real 
and  substantial. 

We  thoroughly  understand  that  negotiations  with  the  Port  aiul  ap- 
proval by  vote  of  the  ])eoi)le  would  be  necessary  before  the  Port  of  Oak- 
land could  be  absorbed. 

Nevertheless,  we  view  with  concern  any  legislation,  even  though  only 
]K>rmissive,  which  we  find  faulty  at  the  start. 

All  of  us  must  face  the  fact  tluit  this  is  the  instrument  under  wliich 
the  Golden  Gate  Authority  would  operate  and  it  does  no  good  to  say 
that  our  objections  will  be  straightened  out  later. 

In  the  legislation  introduced,  wc  found  that  the  representation  for 
Oakland — the  only  city  with  both  substantial  harbor  and  airport  im- 
provements— is  practically  nil.  Our  future  development  would  be  trans- 
ferred to  others. 
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It  would  be  easy  to  saj^,  now,  that  by  asking  for  more  representation 
we  are  being  selfish  and  violating  the  very  spirit  of  togetherness  pro- 
posed, but  we  must  be  realistic  before  we  become  idealistic. 

We  are  not  going  to  give  up  our  future  by  default. 

"Home  rule"  is  given  as  one  of  the  compelling  reasons  for  the  crea- 
tion of  the  nine-county  authority. 

We  have  home  rule  now. 

The  Port  of  Oakland  is  a  product  of  home  rule.  If  anything,  the 
legislation  you  are  considering  would  wipe  out  home  rule  of  the  Port 
of  Oakland. 

I  think  the  "home  rule"  term  has  been  used  primarily  in  connection 
with  bridges  and  the  State  Port  of  San  Francisco  but,  as  a  practical 
matter,  we  must,  under  the  proposed  legislation,  apply  it  to  our  harbor, 
airport  and  industrial  development  as  well. 

We  have  nothing  to  gain  and  everything  to  lose  in  this  respect. 

The  bill  states  that  it  shall  be  the  policy  of  the  authority  to  lease 
harbor  and  port  facilities  to  private  operators  wherever  practicable. 
This  is  the  policy  and  practice  of  the  Board  of  Port  Commissioners  of 
the  City  of  Oakland  and  all  of  our  major  harbor  facilities  are  now 
under  lease  to  private  operators. 

Another  of  the  reasons  advanced  in  favor  of  an  authority  is  to  give 
a  business  administration  to  essentially  business  functions.  This  was, 
perhaps,  the  principal  reason  the  Port  of  Oakland  was  established.  We 
believe  we  now  have  a  sound  business  administration. 

We  also  are  told  that  an  authority  would  eliminate  ruinous  competi- 
tion between  the  Bay  ports. 

The  ports  have  already  banded  together  in  several  ways.  We  have 
the  Northern  California  Ports  and  Terminals  Bureau  as  a  rate  protec- 
tion agency.  We  belong  to  the  California  Association  of  Port  Authori- 
ties, which  has  established  uniform  rates,  rules  and  practices  in  all 
California  ports. 

The  way  in  which  we  now  compete  with  each  other  is  in  the  services 
we  offer  and  this  works  in  favor  of  the  shippers  and  generates  more 
traffic  for  the  Bay  area  as  a  whole,  and  also  for  all  the  ports  of  Cali- 
fornia. 

In  this  connection,  the  Bay  Area  Committee  for  Trade  and  Transpor- 
tation, which  studied  the  authority  idea,  was  unable  to  reach  a  final 
recommendation  regarding  the  disposition  of  harbors,  due  to  insuffi- 
cient time  and  information. 

If  this  committee  of  leaders  in  this  very  "home  rule"  area  cannot 
agree  and  needs  more  time,  it  seems  to  me  that  more  time  should  be 
given  before  precipitous  action  is  taken. 

Resolution  No.  5078 

Golden  Gate  Bridge  and  Highway  District 

San  Francisco,  California 

Whereas,  Senate  Bill  No.  576,  creating  a  Golden  Gate  Authority, 
proposes  to  take  over  complete  control  and  operation  of  the  Golden 
Gate  Bridge,  and  in  effect  to  dissolve  the  Golden  Gate  Bridge  and 
Highway  District;  and 

Whereas,  Members  of  this  board  of  directors  are  the  representatives 
of  the  City  and  County  of  San  Francisco  and  the  Counties  of  Del  Norte, 
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Marin,  Mendocino,  Napa  and  Sonoma,  duly  appointed  by  the  boards  of 
supervisors  of  these  counties,  wlio  are  the  elected  representatives  of  the 
people  of  the  district;  and 

Whereas,  It  is  a  prime  responsibility  of  the  board,  under  state  law, 
to  discharge  its  duties  for  the  benefit  of  tlio  bond  holders,  taxpayers, 
and  the  traveling  public  ;  and 

Whereas.  Senate  Bill  No.  57G  would  divest  this  board  of  all  its  exist- 
ing powers,  duties,  rights  and  functions  under  state  law  and  would  af- 
ford no  benefits  Avhatsoever  that  the  bond  holders,  taxpayers  and  public 
do  not  have  now  with  greater  safeguards  to  protect  their  interests ;  and 

Whereas,  The  Counties  of  Mendocino  and  Del  Norte  are  not  em- 
braced by  the  Golden  Gate  Authority  as  established  by  Senate  Bill  No. 
570  but  the  taxpayers  of  these  counties,  as  well  as  the  other  four  coun- 
ties of  the  Golden  Gate  Bridge  and  Highway  District,  would  still  be 
liable  for  payment  of  outstajiding  bonded  indebtedness  of  the  district 
in  the  event  of  any  financial  deficit  which  Avould  thus  effect  potential 
taxation  without  representation  for  the  people  of  Mendocino  and  Del 
Norte  Counties;  and 

Whereas,  This  board  has  been  advised  by  the  attorney  for  the  dis- 
trict that,  in  his  opinion.  Senate  Bill  No.  576  is  unconstitutional  as  it 
affects  the  Golden  Gate  Bridge  and  Highway  District;  and 

Whereas,  Senate  Bill  No.  576  would  establish  what  is  tantamount  to 
perpetual  tolls  on  the  Golden  Gate  Bridge,  contrary  to  the  policy  of  the 
board  of  directors,  as  declared  on  November  20,  1935,  that  the  Golden 
Gate  Bridge  should  become  toll  free  when  all  bonds  and  obligations  of 
the  district  have  been  paid  in  full ;  and 

Whereas,  The  legislation  committee  of  the  board  of  directors  has 
submitted  its  recommendations  opposing  Senate  Bill  No.  576  after  due 
study  and  consideration  of  all  the  issues  involved ;  and 

Whereas,  This  board  of  directors  is  convinced  that  the  recommenda- 
tions of  the  legislation  committee  are  sound  and  that  the  provisions  of 
Senate  Bill  No.  576  are  detrimental  to  the  best  interests  of  the  people  of 
the  counties  comprising  the  bridge  district;  now,  therefore,  be  it 

Resolved,  That  the  lioard  of  Directors  of  the  Golden  Gate  Bridge  and 
Highway  District  hereby  goes  on  record  as  being  opposed  to  Senate  Bill 
No.  576  insofar  as  it  refers  in  any  way  to  tlie  Golden  Gate  Bridge,  for 
the  reasons  set  forth  above ;  and  be  it  further 

Resolved,  That  copies  of  this  resolution  be  sent  to  Governor  Edmund 
G.  Brown,  Lieutenant  Governor  Glenn  M.  Anderson,  Speaker  of  the 
State  Assembly,  all  Members  of  the  State  Legislature,  Board  of  Super- 
visors of  the  City  and  County  of  San  Francisco  and  the  Counties  of 
Alameda,  Contra  Costa,  Del  Norte,  Marin,  Mendocino,  Napa,  San  Ma- 
teo, Santa  C'lara,  Solano  and  Sonoma,  and  the  press. 

Adopted  unanimously  this  sixth  day  of  March,  1959,  by  the 

Board  of  Directors 

Golden  Gate  Bridge  and  Highway  District 

San  Francisco,  California 


prinleJ  In  California  itate  pxintinc  offici 
L-4980     6-69     3M 


REPORT  OF  THE  SENATE  INTERIM  COMMITTEE  ON 

COLLECTION  AGENCIES, 
PRIVATE  DETECTIVES 

AND 

DEBT  LIQUIDATORS 

(Senate  Resolution  No.  155,  1957) 


MEMBERS  OF  THE  COMMITTEE 

FRED    H.   KRAFT,   Chairman 

EDWIN   J.   REGAN,  Vice  Chairman 

RICHARD  J.  DOLWIG  RICHARD  RICHARDS 

MURRAY  STR AVERS,  Comm/«ee  Co-orc/inofor 

Compiled  by 
LORIN   PETERSON 


Published  by  the 

SENATE 

OF  THE  STATE  OF  CALIFORNIA 

GLENN  M.  ANDERSON                       HUGH  M.  BURNS 

JOSEPH  A.   BEEK 

President  of  fhe  Senate                   President  pro  Tempore 

Secretary 

CONTENTS 

Page 

INTRODUCTION:  background  of  the  committee 6 

THE  FINDINGS:  a  brief  summary 7 

THE  WITNESSES :  a  roster  of  those  who  testified    11 

THE  EVIDENCE  :  taken  from  the  hearings  and  from 

committee  investigations 13 

RECOMMENDATIONS:  by  the  committee    (>() 

UNFINISHED  BUSINESS 62 

ACKNOWLEDGMENTS    — 64 


(3) 


LETTER   OF   TRANSMITTAL 

Senate  Chamber,  State  Capitol 

Sacramento,  April  22,  1959 
Hon.  Glenn  'M.  Anderson 
Pre  side  71 1  of  the  Senate, 
and  Members  of  the  Senate 

Gentlemen  :  The  Senate  Interim  Coniniittee  on  Collection  Agencies, 
Private  Detectives  and  Debt  Liquidators,  created  by  Senate  Kesolu- 
tion  No.  155  (see  page  5125  of  the  Senate  Journal,  June  12,  1957) 
has  conducted  investigations  and  held  hearings  in  the  fields  of  study- 
assigned  to  it. 

The  committee  herewith  submits  its  findings  and  recommendations, 
along  with  supporting  evidence. 

Respectfully   submitted, 

Fred  H.  Kraft,  Chairman 
Edwin  J.  Regan,  Vice  Chairman 
RiniARD  J.  Dolwig 
Rkiiakd  Richards 
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SENATE   RESOLUTION   NO.    155 

Relative  to  creating  an  Interim  Committee  on  Collection  Af>eneies 

Whereas,  During  the  time  allotted  to  it  for  its  original  investiga- 
tion, the  Senate  Interim  Committee  on  Collection  Agencies,  Private 
Detectives,  and  Debt  Liquidators  was  able  to  amass  considerable  evi- 
dence that  a  complete  and  thorough  study  is  required  of  these  fields; 
and 

Whereas,  The  committee  further  established  the  need  for  an  in- 
vestigation into  the  many  ramifications  of  these  subjects  with  a  view  to 
proposing  needed  remedial  legislation;  and 

Whereas,  The  citizens  of  this  State  are  still  suffering  from  the  un- 
scrupulous practices  of  a  minority  of  operators  in  these  fields,  which 
practices  cause  grave  mental  suffering  as  well  as  financial  loss;  now, 
therefore  be  it 

Resolved  hy  the  Senate  of  the  State  of  California,  As  follows: 

1.  The  Senate  Interim  Committee  on  Collection  Agencies  is  hereby 
created,  authorized  and  directed  to  ascertain,  study  and  analyze  all 
facts  relating  to  collection  agencies,  debt  liquidators,  and  private 
detectives,  the  regulation  thereof,  and  the  enforcement  of  all  laws  re- 
lating thereto,  including  but  not  limited  to  the  operation,  effect,  ad- 
ministration, enforcement  and  needed  revision  of  any  and  all  laws  in 
any  way  bearing  upon  or  relating  to  the  subject  of  this  resolution ;  and 
to  report  thereon  to  the  Senate,  including  in  the  reports  its  recom- 
mendations for  legislation. 

2.  The  committee  shall  consist  of  five  Members  of  the  Senate  ap- 
pointed by  Committee  on  Rules  thereof.  Vacancies  occurring  in  the 
membership  of  the  committee  shall  be  filled  by  the  appointing  power. 

3.  The  committee  is  authorized  to  act  during  this  session  of  the 
Legislature,  including  any  recess,  and  after  final  adjournment  until 
the  commencement  of  the  1959  Regular  Session,  with  authority  to  file 
its  final  report  not  later  than  the  fifteenth  day  after  the  constitutional 
recess. 
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INTRODUCTION 

All  iiK-reasing  stream  of  complaints  from  businessmen  and  the  gen- 
eral public,  stirred  by  conditions  existing  among  collection  agencies  and 
private  detectives,  led  the  California  State  Senate  in  1957  to  create  this 
Interim  Committee.  Under  Senate  Resolution  No.  21  the  committee 
was  directed  to  gather  facts  regarding  "collection  agencies,  debt 
liquidators,  and  private  detectives,  the  regulation  thereof,  and  the  en- 
forcement of  all  laws  relating  thereto.  *  *  *  " 

Under  this  authority,  the  committee  held  three  days  of  hearings 
(February  27  and  28.  ^March  1,  1957)  in  Los  Angeles,  heard  testimony, 
and  issued  a  partial  report  in  June  of  that  year.  While  the  bulk  of 
press  publicity  went  to  two  side  issues — the  disclosure  of  private  detec- 
tive tactics  in  a  "wrong  door"  raid  aimed  at  actress  Marilyn  Monroe, 
and  the  use  of  private  detectives  by  scandal  magazines — the  committee's 
major  concern,  as  indicated  in  its  report,  dealt  with  deficiencies  in  the 
Private  Investigators  and  Adjusters  Act,  and  with  questionable  methods 
found  among  collection  agencies  and  debt  liquidators. 

On  the  basis  of  these  partial  findings,  the  Senate  in  the  1957  Session 
directed  the  committee  to  continue  its  inquiry.  Senate  Resolution  No. 
155  was  amended  to  include  for  committee  study  "automobile  dealers 
and  other  agencies  engaged  in  the  business  of  financing  contracts  for 
the  sale  of  new  or  used  motor  vehicles  and  the  collection  of  payments 
thereon." 

Chairman  Kraft  called  the  committee  into  executive  session  in  Los 
Angeles  on  January  27,  1958.  The  shocking  information  it  received 
from  committee  investigators  concerning  conditions  in  the  collection 
agency  field  led  to  the  holding  of  public  hearings  on  February  18  and 
19,  1958,  devoted  largely  to  conditions  in  the  collection  agency  field. 
Further  public  hearings  took  place  November  24,  1958.  in  Los  Angeles, 
with  special  emphasis  on  the  tactics  of  auto  repossessors.  The  follow- 
ing afternoon,  the  committee  met  in  executive  session  with  representa- 
tives of  the  collection  agency  industry  to  discuss  possible  new  legis- 
lation. 

From  the  facts,  opinions  and  evidence  offered  at  these  hearings  and 
those  obtained  from  its  other  investigations,  the  committee  has  pre- 
pared this  report. 
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1.  FINDINGS 

The  connnittoe  has  coiirliided,  from  tho  evidence  presented  to  it, 
that  certain  elements  in  the  collection  agency  indnstry  in  California 
are  victimizing-  both  creditors  and  debtors  with  whom  they  deal.  The 
following  conditions  have  been  fonnd  : 

•  Bnsiness  and  professional  firms  have  lost  large  snms  due  them 
because  of  embezzlements  from  collection  agency  trust  funds. 
These  defalcations  have  run  an  estimated  $100,000  to  $500,000  in 
recent  years — the  exact  amounts  probably  will  never  be  knoAvn. 

•  Prosecutions  for  these  thefts  are  rare.  And  the  Assistant  Chief 
of  the  State  Division  of  Collection  Agencies  admitted  in  his  testi- 
mony that  his  division  has  taken  formal  disciplinary  action  in 
onh"  one  ease  since  1954. 

•  Although  the  victims  in  such  cases  are  supposedly  protected 
against  loss  by  bonding  of  the  collection  agency,  the  bonding  com- 
panies in  reality  seldom  make  such  reimbursements. 

•  A  large  number  of  the  state-licensed  collection  agencies  in  Cali- 
fornia are  insolvent,  yet  continue  operating.  These  insolvencies  re- 
sult not  only  from  misappropriation  of  trust  funds  but  from 
falsification  of  assets  which  goes  undetected  through  lack  of  audit- 
ing and  supervision.  Although  the  law  requires  an  applicant  for  a 
state  collection  agency  license  to  have  net  worth  of  $5,000  (of 
which  $2,000  must  be  on  deposit  in  a  bank),  the  committee  found 
cases  where  the  applicant  had  borrowed  money  or  had  inflated 
the  value  of  a  used  automobile,  furniture  or  other  possessions  to 
attain  the  required  figure. 

•  Persons  having  criminal  records  or  otherwise  ineligible  for  a 
state  collection  agency  license  nevertheless  have  been  able  to  ob- 
tain a  license  by  falsifying  their  applications.  The  committee  found 
the  State  Division  of  Collection  Agencies  making  only  perfunctory 
efforts  to  check  the  accuracy  of  applicants'  answers. 

•  Persons  with  bad  records  can  become  the  actual  head  of  an 
agency  by  forming  a  corporation  and  retaining  a  state  license 
holder,  who  serves  merely  as  a  front  and  takes  no  active  part  in 
operating  the  business. 

•  Many  collection  agencies  habitually  fail  to  notify  a  creditor 
when  an  account  has  been  collected,  or  falsify  the  amount  collected 
and  pocket  the  difference. 


(7) 


COLLECTION  AGENCIES,  DETECTIVES  AND  LIQUIDATORS 

•  AVlipn  collection  agencies  default  and  close  their  doors,  either 
following  embezzlement  of  trust  funds  or  for  other  reasons,  agency 
books  and  records  frequently  disappear.  This  often  results  in 
debtors  again  being  harassed  by  other  agencies  for  bills  they  have 
already  paid  to  the  defunct  agency.  ^Many  debtors  are  thus  forced 
to  make  double  payment. 

•  The  precise  number  of  defaulting  agencies  will  i)robably  never 
be  learned  because  of  the  custom  within  the  industry  of  having 
another  agmicy  take  over  the  accounts  and  affairs  of  the  default- 
ing firm — this  in  order  to  avoid  unfavorable  publicity  and  possible 
prosecutions.  These  takeovers,  according  to  testimony,  have  been  at 
times  aided  and  even  arranged  by  the  State  Division  of  Collection 
Agencies. 

•  Many  agency  employees  are  guilty  of  using  intimidation,  false 
badges,  impersonation  of  government  officials,  pseudolegal  forms 
and  other  questionable  methods  against  unsuspecting  debtors,  par- 
ticularly in  the  lower  income  groups.  It  is  the  practice  of  most 
collection  agencies  to  have  their  employees  use  fictitious  names 
Avhen  telephoning  accounts.  Behind  this  cloak,  some  employees 
make  threats  of  bodily  harm,  bombing  of  property,  injury  to  chil- 
dren or  wives,  or  the  spreading  of  reports  that  the  account  is  a 
"deadbeat"  among  his  neighbors  and  employer.  These  calls  often 
come  in  the  middle  of  the  night  as  an  extra  harassment. 

•  Certain  agencies  employ  persons  of  criminal  background,  some- 
times knowingly,  in  other  cases  unknowingly  because  the  industry 
is  not  required  to  screen  and  identify  its  personnel. 

•  Even  persons  with  relatively  well-known  records  of  previous  em- 
bezzlement or  other  misbehavior  have  remained  within  the  industry 
as  agency  managers  or  employees — sometimes  with  the  knowledge 
of  the  State  Division  of  Collection  Agencies. 

•  Many  agencies  show  little  concern  A\hether  the  accounts  assigned 
to  them  for  collection  are  valid  debts.  These  dubious  accounts  in- 
clude those  from  certain  types  of  borderline  operators,  disputed 
medical  claims,  (juestionablc  installment  contracts,  and  "gimmick" 
sales. 

•  The  coniHiitlcc  investigators  found  some  agencies  using  the 
courts  as  an  instrument  of  legal  extortion.  Debtors  were  billed  for 
legal  fees  and  court  costs  wiien  no  suit  had  been  filed.  In  other 
cases,  a  suit  would  Ix-  filed  willi  no  intention  of  going  to  trial  but 
merely   to  extoi't    fni'ther  cliarges   from    the   aeeount. 

•  The  ((iiiiinitlee  loiind  that  eel-lain  attorneys  are  ])ermitting 
themseJNcs  to  he  used  as  "rubber  stamps"  for  tlu'  purpose  of  in- 
timi<lating  debtors  and  extracting  so-eailed  legal  fees  and  co.sts 
from  them.  An  attorney  who  has  little  o)-  no  knowledge  of  the  case 
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involved,  the  eomiuittee  learned,  may  allow  the  agency  to  send 
tlireateninfj:  letters  on  his  letterhead,  often  over  liis  signature. 
Frequently  the  teU'phone  number  yiven  on  the  letterhead  is  that 
of  a  telephone  in  the  eolleetion  agency  office.  The  attorney  may 
permit  use  of  his  name  on  the  filing  of  suits  and  the  attachment 
of  salaries,  even  though  he  has  done  little  or  none  of  the  legal  work 
involved.  Often  the  debtor  is  charged  for  legal  fees  and  cost  in 
such  cases,  and  it  is  common  practice  among  certain  collection 
agencies  to  keep  these  fees  and  costs,  paying  the  attorney  a  flat 
salary  or  a  commission  for  the  use  of  his  name. 

•  The  connnittee  also  discovered  attorneys  who  own  all  or  part  of 
an  agency,  remaining  themselves  in  the  background  while  employ- 
ing a  holder  of  a  state  collection  agency  license  to  act  as  a  front. 

•  These  conditions  have  been  permitted  to  develop  in  the  collection 
agency  field  over  a  period  of  many  years,  and  the  blame  must  be 
assessed  against  five  responsible  parties :  the  State  Division  of  Col- 
lection Agencies ;  its  chief  enforcement  officer ;  his  superior,  the 
Secretary  of  State ;  the  State  Collection  Agency  Board ;  and  the 
collection  agency  industry  itself,  which  was  given  the  opportunity 
to  regulate  and  police  its  own  affairs,  and  failed. 

•  So  far  as  the  committee  could  find,  neither  the  Division  of  Col- 
lection Agencies  nor  the  Secretary  of  State  has  ever  proposed  legis- 
lation to  correct  abuses  within  the  industry;  indeed,  the  division 
has  opposed  reform.  The  Secretary  of  State  apparently  has  left 
the  regulation,  with  little  attention,  to  the  State  Collection  Agency 
Board,  composed  of  five  members  of  the  industry,  and  to  Mr. 
Harry  Edwards,  who  has  been  chief  of  the  Division  of  Collection 
Agencies  since  1932, 

•  Even  as  this  report  is  being  compiled,  the  committee  continues 
to  receive  information  indicating  that  conditions  within  the  collec- 
tion agency  industry  have  not  improved.  These  complaints  come 
from  law  enforcement  officers,  businessmen  and  citizens  at  large. 
Some  improvement  had  been  hoped  for  after  the  committee  chair- 
man introduced  Senate  Bill  No.  6  in  the  1958  budget  session  of 
the  Legislature  increasing  the  agencies'  license  and  examination 
fees.  The  additional  funds,  it  was  understood,  would  be  used  to  add 
more  enforcement  officers  in  the  Division  of  Collection  Agencies. 
The  measure  was  enacted,  but  as  of  the  opening  of  the  1959  Gen- 
eral Session  no  additional  enforcement  personnel  had  been  em- 
ployed. 

The  committee  found  conditions  no  better — and,  if  anything,  worse — 
in  the  fast-growing  field  of  automobile  repossessions.  Free  from  state 
regulation  and  with  no  state  license  required,  it  has  provided  a  hunting 
ground  for  petty  racketeers,  thugs,  wildcatters,  ex-convicts  and  muscle- 
men.  Witnesses  before  the  committee  told  of  invasions  of  privacy,  beat- 
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iiigs,  illcj^al  breaking  and  eiitcrinj;-,  larceny,  impersonations  of  laAv  offi- 
cers, and  many  other  offenses.  Certain  repossessors  prey  on  ont-of-state 
banks  and  finance  companies,  falsely  reportinp;  ears  have  been  aban- 
doned and  obtainiiifr  })erniission  to  repossess  them,  only  to  hold  them 
until  ridiculously  high  "expenses"  have  been  paid.  One  collection 
agency  was  retained  by  an  eastern  finance  company  to  repossess  ears 
and  sell  them.  The  agency,  according  to  testimony,  failed  to  remit  the 
$75,000  in  jiroeeeds.  This  agency  is  reportedly  still  operating  in  Sail 
Francisco  and  Los  Angeles  uiuler  a  state  collection  agency  license. 

The  connections  between  collection  agencies,  auto  repossessors,  pri- 
vate detectives  and  debt  proraters,  the  committee  found,  are  many  and 
bewildering.  The  businesses  have  become  intertAvined  with  the  persons 
in  them  shifting  from  one  role  to  another.  A  firm  that  loses  its  license 
in  one  field  may  continue  operating  as  usual  under  another  license  in 
another  field.  One  Los  Angeles  detective  agency,  for  instance,  was  found 
to  have  lost  its  license  in  July,  1957,  following  charges  of  kidnaping, 
grant  theft  and  impersonation  of  an  officer — yet  it  continues  to  function 
with  a  state  collection  agency  license,  witii  the  knowledge  of  the  State 
Division  of  Collection  Agencies. 

The  details  of  these  practices,  and  some  of  the  others  uncovei-ed  by 
the  connnittee's  investigation,  apjx'ai"  in  the  foHowing  section  on  Evi- 
dence. This  report  contains  onh^  the  iiighlights  of  the  material  in  the 
committee's  files. 
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tice, Ix)s  Angeles. 
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fornia, president  of  the  California  Association  of  Collectors. 

FITZPATRICK,   Arthur   J.,    Supervisor   of   Special   Investigations,   State   of  Cali- 
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PLYNN,    Michael,    Special    Investigator,    State    of   California    Bureau    of    Private 
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GRAY",  Elmer  W.  and  Patricia  A.,  730  Renwick,  Glendora,  California,  formerly  of 
Collection  Counsellors,  Arcadia,  California. 

HANNA,    Jack,    Director,    State    of    California    Department    of    Professional    and 
Vocational  Standards. 

HAYES,    La  Verne,   member,   legislative   committee,   California   Association   of   Col- 
lectors. 

JACKSON,    Edward,    attorney    for    California    Association    of    Collectors. 

JONES,    R.    H.,    chairman    of    legislative    committee,    California    Association    of 
Collectors. 

KANI<>,   Lou,   Creditors   Business   Bureau   Collection   Agency   and   City    Credit   and 
Collection  Bureau,  S271  Melrose  Avenue,  Los  Angeles. 

KEENE,  Robert  1'.,  Associates  Discount  Corporation,  5500  Van  Nuys  Boulevard, 
Los  Angeles. 

McMANUS,  Bert  F.,  Mutual  Credit  Bureau,  1()33  Beverly  Boulevard,  Los  Angeles. 

PITTMAN,  Lewis,  auto  repossessor,  Los  Angeles. 

SINGER,  Randolph,  National  Credit  Exchange,  112  West  Ninth  Street,  Los  Angeles. 

WINDREM,    Stanley   G.,   Assistant   Chief,    State   Division   of   Collection   Agencies, 
515  Van  Ness  Avenue,  San  Francisco. 
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THE   INDUSTRY 

Api)roxiniately  820  collection  agencies  are  operating  ^vithin  tiie  bor- 
ders of  California  luuler  licenses  issued  by  the  State  Collection  Agency 
Board  and  the  State  Division  of  Collection  Agencies. 

They  employ  some  8,000  to  10,000  men  and  women  as  collectors  and 
office  help. 

Through  tlicir  liands  pass  more  thaii  $100,000,000  each  year — moneys 
collected  from  debtors  and  alleged  debtors.  These  funds,  under  law  and 
administrative  regulation,  are  to  be  held  in  trust.  Technically  they 
belong  to  the  business  firms  and  professional  men  who  have  assigned 
their  accounts  to  the  agency  for  collection.  These  trust  moneys,  like 
those  in  a  bank,  cannot  legally  be  appropriated  by  an  agency  owner 
or  employee  to  his  own  use. 
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2.  THE  EVIDENCE 

The  committee  found  collection  agencies  in  California  a  multimillion- 
dollar  industry  plagued  by  serious  problems,  some  unavoidable  in  the 
nature  of  the  business,  others — the  majority — self-inflicted  by  the  in- 
dustry's conduct  of  its  own  affairs.  The  condition  has  been  aggravated 
by  lax  administration  on  the  part  of  the  State  Division  of  Collection 
Agencies,  which  appears  to  have  been  overly  solicitous  in  protecting 
the  industry,  at  the  expense  of  the  agencies'  customers  and  the  public. 

One  of  the  first  witnesses,  Assemblyman  Frank  G.  Bonelli,  then  rep- 
resenting the  Fifty-second  District,  told  the  committee : 

In  my  section  of  the  county,  in  meeting  a  great  many  people,  I 
find  there  is  more  concern  about  what  we  are  going  to  do  about 
credit  bureaus  than  about  water  or  other  things,  even  taxes.  Every- 
where that  seems  to  be  a  prevalent  feeling  all  over  that  section  of 
Los  Angeles  County,  and  I  certainly  would  think  the  committee 
has  a  real  responsibility  and  justification  in  going  thoroughly  into 
this  matter. 

Mr.  Bonelli  showed  the  committee  a  petition  he  had  received  from 
residents  of  his  district,  asking  that  investigations  be  made  of  a  cer- 
tain credit  bureau  and  a  collection  agency.  The  petition  concluded  with 
the  words:  "We  believe  it  is  a  disgrace  to  the  State  of  California  to 
leave  these  leeches  and  drones  to  operate  and  capitalize  on  the  working 
man. ' ' 

A  quick  reading  of  the  State's  Collection  Agency  License  Law  gives 
the  impression  that  it  should  provide  all  reasonable  protection  for  the 
public.  The  statute  vests  the  Secretary  of  State  with  authority  to 
administer  the  law,  to  appoint  the  chief  of  the  Division  of  Collection 
Agencies  and  his  staff,  and  to  appoint  the  five  members  of  the  State 
Collection  Agency  Board.  The  act  further  provides : 

The  Secretary  of  State  with  the  concurrence  of  the  board  may 
establish  and  enforce  such  rules  and  regulations  as  may  be  rea- 
sonable or  necessary  for  the  examination  and  licensing  of  appli- 
cants, for  the  conduct  of  licensees,  and  for  the  general  enforcement 
of  the  various  provisions  of  this  chapter  in  the  protection  of  the 
public.  *  *  *  The  chief,  for  the  purpose  of  discovering  violations 
of  this  chapter,  shall  investigate  the  business  and  examine  the 
books,  accounts,  records  and  files  used  therein  by  the  licensee.  *  *  * 
The  Secretary  of  State  or  any  person  aggrieved  may  file  with  the 
board  a  written  statement  charging  any  licensee  or  employee  with 
specific  acts  of  misconduct  or  violations  of  law.  All  such  state- 
ments shall  be  referred  to  the  chief  for  investigation  and  report. 
It  shall  also  be  the  duty  of  the  chief  to  initiate  and  conduct  in- 
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vostifiations  into  tlie  business  and  affairs  o!"  licensees  on  his  own 
motion   and   report   any  evidence  and   tindin<js  of  misconduct  or 
violations  of  law  by  formal  accusation  filed  with  the  board.  *  *  * 
The  Secretary  of  State  shall  not  issue  a  license.  *  *  *   If  the 
Secretary  of  State  or  board  has  knowledgre  that  any  such  applicant 
*  *  *  or  a  partner,  officer  *  *  *  or  employee  of  any  applicant 
has  been  convicted  of  the  crime  of  fraud,  embezzlement  oi-  any 
crime  involving  moral  turpitude,  or  has  been  adjudged  discpiali- 
fied  for  employment  in  the  collection  agency  business.  *  *  *  The. 
person  to  be  actively  in  charge  of  an  agency  or  office  as  numager 
sliall  *  *  *  be  of  good  moral  character. 
In  practice,  however,  the  connnittee  has  f(nind  that  the  S-'cretary  of 
State's  supervision  has  been  largely  nominal.   Regulation  of  the   in- 
dustry, such  as  it  has  been,  has  rested  with  Mr.  Harry  Edwards,  who 
has  been  C'liief  of  the  Division  of  Collection  Agencies  since  1932,  and 
M'ith  the  five  men  of  the  State  Collection  Agency  Hoard,  all  of  whom 
have  been,  and  under  the  law  must  be,  collection  agency  licen.se  holders 
or  managers.   There  have  been   only  tv.o  men,  Mr.   Edwards  and   his 
assistant,  Stanley  G.  AVindrem,  to  enforce  regulations  amo)ig  the  State's 
more  than  SOO  collection  agencies.  The  salaries  of  Mr.  Edwards  and  Mr. 
Windrem  have  been  paid,  undei-  law,  from  the  Collection  Agemy  Fund, 
which  consists  of  the  agencies'  payments  for  license  fees. 

Over  the  years  a  close  relationship  has  grown  up  between  ]Mr. 
Edwards'  department  and  the  members  of  the  collection  agency  busi- 
ness. This  identification  of  interest  has  led  to  what  seemed  to  the  ctnn- 
mittee  some  rather  strange  developments  within  the  industry. 

These  perhaps  can  behest  illustrated  with  a  few  case  histoi-ies  taken 
from  the  hearing  testimony 

THE   ARCADIA   CASE 

Mr.  and  Mrs.  Elmer  W.  (ii'ay  testified  before  the  connnittee  that  in 
September,  1956,  they  had  admitted  to  Mr.  Edwards  that  they  had 
misappropriated  some  $17,000  or  more  from  the  trust  account  of  their 
firm.  Collection  Counselors,  in  Arcadia.  These  funds  had  been  due 
customers  who  had  tni'ued  accounts  over  to  the  Ci"ays  for  collection. 
Mr.  Edwai'ds'  assistant,  ]\Ir.  Windrem,  audited  the  Collection  Counsel- 
lors'books  and  confirmed  the  shoi'tage.  The  (jra.ys  continued  o])er;!ling 
their  agency  during  the  next  six  months.  Early  in  l!'o7  (th(>  (!i-ays 
said)  Mr.  Edwards  advised  them  that  since  they  would  he  unable  to 
file  the  re(|uired  semiannual  statement  with  the  Secretary  of  State  show- 
ing a  satisfactory  financial  condition,  their  license  would  have  to  be 
removed  ami  the  agency  closed.  The  CJrays  had  been  advertising  the 
1)usiness  for  sah^,  and  thus  got  in  touch  with  a  IMr.  Clifford  McCormick. 
The  Cirays  testified  that  Mr.  Edwards  said  it  would  be  satisfactory  for 
them  to  turn  over  the  business  to  ."\Ir.  McCoi-mick.  I'c'/ai'ding  tliis,  !Mrs. 
Grav  t<-stificd  : 
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Mrs.  Gray:  Mr.  Edwards  said  that  he  had  known  Mr.  McCor- 
niick  for  many  years,  Mr.  MeConniek  had  liquidated  a  number  of 
other  businesses  which  had  been  in  diffieulties,  and  that  Mr.  Ed- 
wards felt  that  Ml-.  MeCormiek  would  do  as  good  a  job  as  anyone 
could  do  in  tlie  li(|uidation  of  this  business,  that  if  we  didn't  want 
to  turn  it  over  to  Mr.  MeCormiek  that  it  would  be  nothing  but 
padlock  tiie  (.U)ors.  *  *  *  We  were  looking  for  an  opportunity 
for  recovery  for  our  customers.  }Iad  the  doors  been  padlocked, 
there  would  liave  been  no  such  opportunity. 

Senator  Regan :  Well,  then,  after  that  you  finally  turned  it  over 
to  Mr.  MeCormiek? 

A.  Yes,  sir. 

Q.  You  gave  him  what,  a  bill  of  sale  ? 

A.  Well,  I  don't  know  what  the  title  of  it  was,  but  it  was  a 
very  simple  sort  of  thing.  *  *  *  Mr.  Edwards  dictated  to  me  over 
the  telephone.  *  *  * 

Q.  You  mean  he  dictated  the  document  b.y  which  you  trans- 
ferred title  of  your  business  to  Mr.  MeCormiek? 

A.  Yes.  *  *  *  I  was  sitting  at  my  desk  in  Collection  Counsel- 
lors in  Arcadia  talking  to  Mr.  Edwards  in  his  office  and  told  him 
that  I  had  this  assignment  for  the  benefit  of  creditors  form  pre- 
pared by  Mr.  Mayes  (the  Grays'  attorney)  and  he  said  that  would 
not  be  satisfactory,  that  you  just  needed  a  simple  document  to 
turn  over  to  Mr.  MeCormiek  the  accounts  and  the  what  we  call 
legals,  the  suits  in  process,  and  furniture  and  fixtures. 

Q.  Did  you  execute  the  document  ? 

A.  We  both  did. 

Mr.  Clifford  MeCormiek  took  charge  of  the  Collection  Counsellors 
office  on  March  12,  1957.  He  did  not  stay  long.  According  to  testimony, 
he  appropriated  moneys  from  the  firm's  trust  account  and  kept  in- 
correct records.  Assistant  Chief  Windrem  was  called  to  the  stand  for 
information  on  this  point : 

Senator  Regan:  You  recall  writing  a  letter,  do  you  not,  ad- 
dressed to  Mr.  Harry, Edwards,  804  State  Building,  Los  Angeles 
12,  dated  July  11,  1957,  in  which  Collection  Counsellors  is  the  sub- 
JM't  matter? 

Mr.  Windrem:  That's  right. 

Q    *  *  *  rpj^^^  j-^^j  |-Q  ^Q  ^^.j^j-^  ^]jp  ^,j,j,g  jj^  which  Mr.  Gray  Avas 

involved,  isn't  that  so? 

A.  That's  right,  out  in  Arcadia  *  *  * 

Q.  Now  at  that  time  on  July  11,  1957,  did  you  not  say  some  of 
the  following  things:  "Mr.  MeCormiek  does  not  deny,  however, 
that  he  was  guilty  of  serious  violation.  He  withdrew  his  share  of 
the  trust  account,  several  hundred  dollars,  the  first  week  he  was 
in  charge.  His  maintenance  of  financial  records  constituted  a  viola- 
tion of  Rule  626  to  the  extent  that  they  can  never  be  properly 
adjusted."  Did  you  write  that  to  Mr.  Edwards? 
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A.  That's  right. 

Q.  All  right.  But  he  (McCormick)  is  still  in  business? 

A.  That's  right.  *  *  * 

Q.  Also  in  that  letter  to  Mr.  Edwards  you  have  this  paragraph : 
"There  is  no  provision  in  the  law  for  the  voluntary  surrender  of  a 
license.  In  the  event  it  is  desired  to  disqualify  Clifford  A.  Mc- 
Cormick from  management  of  a  collection  agency  office,  I  believe 
the  language  of  Section  6930  *  is  broad  enough  to  acomplish  this 
jnirpose.  If  this  is  done,  however,  it  will  have  to  be  by  a  formal 
lieariiig  under  the  Administrative  Procedure  Act." 

My  question  is,  has  anyone  proceeded  under  the  Administrative 
Procedure  Act  in  this  case? 

A.  It  w'as  discussed  by  the  Collection  Agency  Board  and  tliey 
felt,  for  one  thing,  tliat  we  were  operating  with  a  deficit  budget 
for  this  year.  For  another  thing,  they  questioned  the  interpretation 
that  I  had  put  on  it.  In  other  words,  there  was  a  question  as  to 
whether  the  law  could  actually  apply  to  the  removal  of  a  qualifica- 
tion certificate  by  means  of  tiic  Administrative  Procedure  Act. 

Q.  "Well,  then,  as  a  conclusion,  would  you  say  that  in  your  opin- 
ion the  individual  about  whom  we  are  speaking  is  not  qualified 
but  you  feel  that  the  act  is  such  that  probably  you  cannot  proceed 
to  have  him  removed  ? 

A.  I  think  th(M-p  is  a  very  serious  (luestion  as  to  whether  we 
could  proceed. 

The  committee,  in  later  questioning  of  Mr.  Windrem,  returned  to  the 
matter  of  National  Business  Counsellors,  the  agency  for  which  Mr. 
McCormick  became  manager  after  turning  over  to  it  accounts  from  the 
(irays'  defunct  collection  counsellors  in  Arcadia.  The  testimony  was  as 
follows : 

Senator  Regan:  National  Business  Counsellors  is  still  an  op- 
erating concern  ? 

Mr.  Windrem:  To  the  best  of  my  knowledge,  yes. 

Q.  Do  you  know  that  a  responsible  person  in  that  concern  is 
now  doing  time  in  the  state  prison  for  violation  of  the  law  of  the 
State? 

A.  He  was  a  substantial  stockholder  of  tlu>  firm  prior  to  his 
conviction. 

Q.  And  his  stock  has  been  transferred  to  whom  ? 

A.  I  understand  it  has  been  transferred  to  his  mother. 

Q.  So  he  is  now  in  Chino  prison  and  his  family  is  still  operating 
his  collection  agency? 

A.  His  mother  has  employed  Mr.  McCormick  to  manage  it. 


Swtion  »i930  i)rovl<lea,  amoitp  other  tliiiiKs,  that  in  case  any  colleotion  aRency  em- 
ployci-  "ha.s  )>c<-n  Kullty  of  fraud  or  nii.srepresontation,  or  any  act  or  omission 
i'uon.sl.stent  with  the  faithful  di.scharKe  of  hl.s  ilutie.s  •  •  •  the  board  •  •  •  may 
•  •  •  order  any  acc-u.sed  employee  dipciualified  from  further  employment  in  the 
lollfi'tion  agency  husine.s.s." 
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Q.  Mr.  McCormick  beinj?  tlio  man  whom  you  said  *  *  *  prob- 
al)ly  was  not  qualified  *   *  *    i 
A.  That  was  my  personal  opinion. 

THE   LONG   BEACH   CASE 

Mr.  Bert  F.  McManus,  former  president  of  the  California  Association 
of  Collectors  and  owner  of  one  of  the  three  largest  collection  agencies 
in  the  State  (Mutual  Credit  Bureau,  Los  Angeles),  was  called  to  testify 
regarding  anotlier  moribund  agency.  lie  stated  that  in  the  early  1950 's 
he  was  asked  to  help  liquidate  the  Allied  Credit,  Incorporated,  2155 
American  Avenue,  Long  Beach.  Mr.  McManus  said  the  agency  was  in 
a  state  of  collapse  because  some  $45,000  of  its  funds  had  been  misappro- 
priated. (The  agency  president,  Mr.  Harry  Comstock,  later  was  sen- 
tenced to  Chino  State  Prison  for  another  offense  not  connected  with  his 
agency's  failure.)  Mr.  McManus  told  the  committee: 

Mr.  McManus:  I  was  called  by  Mr.  Edwards  on  the  telephone 
and  told  that  there  had  been  several  meetings  of  about  10  collectors 
in  Long  Beach  concerning  the  defalcations  and  the  failure  of 
Allied  Credit,  Incorporated.  *  *  *  None  of  the  collectors  wished  to 
handle  Allied.  *  *  *  The  concensus  of  opinion  was  that  Allied 
Credit  should  be  turned  over  to  a  large  agency. 

During  his  subsequent  testimony,  Mr.  McManus  explained  why  the 
victims  in  such  a  defalcation  have  little  chance  of  ever  recovering  any 
part  of  their  money,  even  though  the  failing  agency  is  taken  over  by 
another  agency,  as  Mr.  McManus  did  in  this  case : 

Mr.  McManus :  When  you  take  over  accounts  from  such  a  busi- 
ness *  *  *  there  is  no  possible  place  to  pay  off  *  *  *  defaults  to 
creditors  *  *  *  except  from  net  profit.  *  *  *  If  you  collect  the 
accounts,  you  keep  your  commission  and  you  pay  your  overhead 
and  you  will  have  from  1|  to  5  percent  (left),  or  maybe  a  small 
operator  might  hit  10  percent  in  this  business.  But  if  you  hit 
3^  you  are  doing  well.  *  *  * 

Senator  Dolwig:  Let's  make  it  specific,  now.  (Let's  say)  I  as- 
signed an  account  tp  Allied  Credit  to  collect  for  $100.  Allied 
Credit  gets  into  this  situation  that  you  are  talking  about  where 
they  have  overdrawn  their  trust  account.  Presumably  the  $50 
that  I  had  coming  is  in  the  trust  account,  isn't  that  correct? 

A.  It's  on  the  books  but  it  isn't  in  the  trust  fund.  *  *  *  You 
have  $50  coming  and  you  are  one  of  the  number,  totaling  $45,000 
in  money,  who  are  not  going  to  get  your  money  because  there  is 
no  money  to  give  you.  *  *  *  I  am  trying  to  explain  that  in 
liquidating  an  agency  such  as  the  Gray  agency  and  the  Allied 
Credit  agency,  what  I  am  trying  to  tell  you  flatly  is  that  you 
cannot — there  never  has  been  that  I  know  of  *  *  *  a  case  where 
those  creditors  or  customers  who  have  assigned  accounts  and 
upon  which  collections  have  been  made  and  not  remitted — the  only 
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pla(."«'  thai  llifv  cjiii  i^cl  any  money  is  (Uit  of  the  saL^  of  tlio  assets, 
which  are  the  fui-iiilure  and  (i\tni-es.   ^   *   * 

Q.  Then  yon  aie  sayinj:-  that  in  ttie  liiinidalion  of  Allied  Credit 
the  only  extent  to  wliieli  I  roidd  pait i(;ipate  for  my  $50  would  be 
.'{  percent?  My  $.'>0  wonhl  have  to  come  onl  of  tlie  :?  percent  (net 
])rofit)  on  a  proportional  basis.' 

A.  You  wouldn't  participate  at  all. 
Q.  T  wouldn't  jret  anythin*r? 

A.  That  is  what  1  am  telling'  yon.  *  *  *  If  yon  have  H^lOO  and 
it  had  been  collected  and  yon  had  iji.K)  eoming  and  it  was  not  in 
the  trust  account,  it  was  a  default.  But  sni)pose  you  had  other 
accounts,  you  had  another  $100  account  and  this  $100  account  I 
collected  for  you  in  this  Allied  setup  and  it  was  on  50  percent, 
I  would  send  you  the  50  percent.  $50.  But  1  wouldn't  send  you 
any  of  the  old  fifty  because  there  is  nothing  to  send  you.  T  would 
deduct  my  overhead  in  coUectini^-  that  $100,  along  with  all  the 
rest  of  the  account,  and  I  would  make  a  net  profit  of  3|  or  4  per- 
cent. That  belongs  to  the  operator.  No  operator  is  going  to  take 
it  and  turn  it  over  to  you. 

Q.  Let's  get  this  straight.  *  *  *  Insofar  as  those  people  are 
concerned  who  have  turned  over  accounts  for  collection  and  the 
accounts  have  been  collected  and  the  money  should  be  in  the  trust 
account  and  it  is  not  there,  they  will  not  get  anything? 
A.  That  is  my  opinion.  AYhere  are  they  going  to  get  it? 
Q.  All  right.  Then  1  am  going  to  be  interested  in  wliether  there 
were  any  pi'osecutions  insofar  as  Allied  Credit  is  concerned. 

A.  There  were  none.   *  *   *  The  license^  was  suspended  the  fol- 
lowing December  .'Hst  for  failui-e  to  file  a  finaneial  statement. 
Q.  No  other  action  was  taken? 
A.   Other  than  to  turn  it  over  to  me. 

Senator  Regan:  *  *  *  1  am  reading  from  a  letter  *  *  *  on 
the  stationery  of  the  Secretary  of  State.  State  of  California,  Di- 
vision of  Collection  Agencies,  dated  January  '.i,  1956,  addressed 
to  the  Los  Angeles  County  Probation  Department  *  *  *  re  Harry 
Thomas  Comstock,  and  then  this  paragraph : 

"The  entire  files  and  records  were  then  turned  over  to  the 
Mutual  (/redit  Bureau  of  Los  Angeles  for  the  purpose  of  liquida- 
tion. In  the  several  months  following  the  start  of  the  liquidation 
process,  it  was  discovered  that  shortages  which  Harry  Thonuis 
Comstock  had  created  exceeded  .$20,000.  However,  through  the 
very  efficient  processing  of  the  litpiidation  by  ^lutual  Credit  Bu- 
reau, the  business  was  finally  licpiidated  without  loss  to  the  credi- 
tors, a  process  which  took  more  than  two  years  to  complete." 
Signed  "Harry  A.  Edwards,  Cliief,  Division  of  Collection  Agen- 
cies." 

Is  that  true? 

A.  I'm  sorry,  it  is  not. 


COLLECTION  AGENCIES,  DETECTIVES  AND  LIQUIDATORS  19 

Q.  You  did  llic  liquidating  and  it  was  not  licinidatcd  without 
loss  to  the  creditors? 

A.  The  creditoi-s  had  tlie  same  losses  when  T  uot  tlii'onj>h  as 
when  I  began.  *  *  * 

Q.  Now,  what  about  this  bond?  Did  Allied  Credit  have  a  bond? 

A.  Allied  Credit  had  a  bond— — 

Q.  All  right.  Was  there  anything  colk^cted  on  the  l)ond  ? 

A.  Not  that  I  ever  know  of.  No  claims  were  niadf^  that  I  know 
of.  Tn  shoi-t,  an  agency  is  turned  over  to  anotlier  agency  because 
someone  tliinks  that  agency  has  the  ability  to  liquidate  the  thing 
with  the  least  publicity  and  the  least  hullabaloo.  *  *  * 

Q.  Well,  did  you  take  it  over  to  pi-event  Conistock  from  being 
arrested  ? 

A.  I  would  say  that  the  whole  ])roje('t  was  done  for  the  purpose 
of  trying  to  keep  claims  against  the  bonding  company  from  being 
made,  trying  to  save  an  arrest,  save  newspaper  publicity,  and  save 
hurting  the  collection  business  in  general.  *  *  * 

Q.  Do  you  know  of  any  case  where  a  bonding  company  ever  paid 
off  where  there  was  a  liquidation  of  a  company  such  as  you  have 
mentioned  here  today  ? 

(Note:  The  witness,  Mr.  McManus,  had  been  in  the  collection  agency 
business  since  1935). 

A.  No,  I  actually  do  not. 

Q  *  *  *  jj-^  yo^ij.  23  years  in  the  business  you  have  never  heard 
of  a  bonding  company  paying  off  on  these  defaulting  accounts,  is 
that  correct  ? 

A.  I  have  understood  there  was  a  claim  or  two  or  three  in  all 
this  time,  but  to  my  knowledge  it's  not  the  general  practice  and 
there  have  been  very,  very  few  claims  against  bonding  com- 
panies. *  *  * 

Q.  Mr.  McManus,  do  you  advertise  the  fact  that  you  are  bonded  ? 

A.  No,  sir,  I  do  not. 

Q.  Do  any  of  the  collection  agencies  advertise  the  fact  that  they 
are  bonded  ? 

A.   A  great  nuud:)er  do. 

Q  *  *  *  rpj^p  ])cople  wlio  arc  turning  over  accounts  to  a  coljcc- 
tioii  agency,  assuming  that  tliey  are  bonded — it  does  ]iot  really 
mean  anything,  does  it  ? 

A.  On  many  letterheads— I'd  say  the  majority — they  say  they 
are  bonded.  I've  seen  "Bonded  by  the  State"  which  isn't  true; 
"Bonded  to  the  State"  which  isn't  true.  I  have  never  made  an 
issue  of  the  bond  because  I  think  it  is  altogether  a  farce.  There 
was  a  time  when  it  was  one  (thousand  dollars)  and  we  tried  to  get 
it  raised  to  five  and  it  was  raised  to  two,  and  then  we  finally  got 
five. 

Q.  It  really  is  a  misrepresentation  as  far  as  the  public  is  con- 
cerned 1 

A.  I  think  so. 
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While  the  victims  of  agency  enibezzleineiits  seemed  to  get  little  help 
from  the  boiuliiig  companies,  the  committee  found  a  few  cases  where 
another  agency  felt  itself  compelled  to  assume  some  of  the  losses.  One 
of  these  was  the  Creditors  Business  Bureau,  operated  b}'  Mr.  Lou  Kane 
in  Los  Angeles  since  1050.  After  taking  the  stand  he  was  asked: 

Senator  Reg"an:  Do  you  liave  any  comments  with  regard  to 
taking  ovei-  of  insolvent  collection  agencies?  *  *  *  Did  you  ever 
take  one  (ner,  for  examjile? 

Mr.  Kane:  Yes,  sir  *  *  *  I  was  told  that  a  particular  agency 
was  for  sale  on  April  IH  of  this  year  (1958). 

Q.  You  Avere  told  by  whom  ? 

A.  Just  through  the  grapevine  *  *  *  the  City  Credit  and  Col- 
lection Bureau,  14942  Ventura  Boulevard  in  Sherman  (^aks.  *  *  * 
I  went  to  the  owner  and  negotiated  to  buy  his  business,  as  it  was, 
according  to  the  books  that  were  available  and  according  to  the 
information  available  on  the  ])remises.  T  then  took  over  the  agency 
on  Aju-il  20  Avitli  instructions  from  the  owner  that  there  was  any- 
where from  three  thousand  to  five  thousand  dollars  short  on  the 
books. 

Q.  NoAV,  before  you  took  ovei-  the  agency,  did  yon  have  any  com- 
munication with  any  officei-  or  agent  of  the  State  of  Cali- 
fornia? *  *  * 

A.  I  contacted  the  state  office.  *  *  * 

Q.  Whom  did  you  talk  to? 

A.  Mr.  Edwards.  *  *  *  Tie  stated  to  me  that  this  agency  was  in 
the  process  of  revocation,  that  if  T  took  over  the  agency  T  would 
be  liable  for  straightening  up  the  complete  books  and  taking  care 
of  the  clients  that  were  not  paid  for.  T  then  purchased  this  agency 
*  *  *  guaranteeing  U])  to  $.1,000  for  delinquent  losses  that  this 
agency  owner  said  he  thought  he  oAved. 

Q.  Did  Mr.  Edwards  or  anybody  else  representing  the  Stale  of 
California  participate  in  any  of  the  activities  that  led  up  to  your 
actual  purchase  of  the  agency? 

A.  No,  I  was  just  told  by  INlr.  Edwards  that  if  T  took  it  over  T 
would  have  to  straighten  u])  and  take  care  of  all  the  losses  of  the 
agency.  This  was  agreeable  to  me  and  my  partner.  *  *  * 

Q.  Do  you  know  the  reason  why  revocation  proceedings  were 
being  brought  against  the  owtier  of  that  agency? 

A.  *  *  *  T  have  heard  since  then  that  this  agency  was  in 
trouble  *  *  *  one  of  the  employees  posing  as  mar.shal  or  something 
of  that  nature.  *  *  *  After  operating  this  agency  for  about  three 
months,  we  found  *  *  *  there  were  clients  that  had  not  received 
funds  for  collections  made,  which  we  had  no  knowledge  of.  We 
had  gone  through  the  ledgers  that  were  available  and  sent  letters 
stating  that  on  such  and  .such  a  date  check  number  so  and  so  was 
sent  to  you  to  cover  the  folloAving  collection.  We  then  received 
letters  back  stating  that  they  had  never  received  snch  a  check.  This 
went  on,  so  in  order  to  save  the  overhead  and  pay  off  these  clients, 
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I  had  gone  to  my  bank  *  *  *  and  borj-owod  $7,000  to  take  care  of 
these  clients  Ihat  luid  iievci'  been  paid. 

THE   SAN    FRANCISCO   CASE 

The  unorthodox  metliods  drv{d()|)e(l  by  ttie  Slate  Division  of  Collec- 
tion Agencies  in  handling  embezzlement  cases  within  the  industry  were 
well  illustrated  in  a  San  Francisco  episode  of  1957.  This  involved  the 
Pro-Credit  Company  and  was  described  1o  the  committee  by  Mr.  Stan- 
ley Windi'em,  assistant  cliief  of  the  slate  division  whose  office  is  in  San 
Francisco  (his  chief,  Mr.  Edwards,  lias  heachiuarlcis  in  Los  Angeles). 
Mr.  "Windrem.  on  the  stand,  was  asked  .- 

Senator  Regan:  What  happened  first  that  led  yon  to  make  an 
examination  of  Pro-Credit's  books? 

Mr.  Windrem:  The  night  before  I  w^ent  to  his  office  T  received 
a  telephone  call  from  him  at  my  home,  and  he  told  me  that  he  was 
short  and  wanted  me  to  come  to  his  office  and  see  what  had  to  be 
done.  The  next  morning  before  I  got  to  his  oifice  I  read  in  the 
morning  paper  that  he  had  been  arrested  for  kiting  checks  from 
one  bank  aeeomit  to  another. 

Q.  So  then  you  went  and  examined  the  books  and  you  found  a 
$25,000  shortage  ? 

A.  That's  right. 

Q.  Is  this  one  of  the  cases  in  which  .you  filed  a  formal  statement, 
as  provided  bj^  the  act,  with  the  district  attorney  asking  for 
prosecution  ? 

A.  I  don't  believe  there  was  any  formal  statement.  I  did  go  to 
the  office  of  the  district  attorney  and  he  told  me  that  inasmuch  as 
the  man  had  already  made  arrangements  to  j)lead  guilty  to  the 
other  charges,  w^hich  were  felonies,  there  wouldn't  be  much  pur- 
pose in  adding  further  charges  to  it. 

Q.  "Well,  did  you  make  a  report  in  writing  to  anj'one?  *  *  * 

A.  I  made  a  report  to  Mr.  Edwards.  *  *  * 

Q.  Do  you  know^  whether  or  not  he  took  it  up  with  the  Secretary 
of  State  in  any  way  ? 

A.  I  believe  he  did;  because  I  heard  the  case  discussed  in  Sac- 
ramento. 

Q.  By  whom? 

A.  By  Mr.  Aspey  and  Mr.  Jordan. 

0.  Do  you  recall  at  the  time  of  the  discussion  seeing  any  report 
on  the  case  in  writing? 

A.  Not  from  Mr.  Edwards  to  Mr.  Jordan,  not  in  writing. 

Q.  When  you  discovered  that  there  w^as  a  $25,000  shortage,  isn't 
it  a  fact  that  you  carried  on  the  negotiations  for  the  disposal  of 
the  assets  and  the  transfer  of  the  accounts  which  the  agency  had  ? 

A.  I  suppose  you  would  call  that  negotiating. 

Q.  Well,  you  participated,  let  us  say.  *  *  *  Is  it  not  true  that 
you  requested  bids  for  the  purchase  of  the  Pro-Credit  Company? 
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A.  To  see  if  there  was  any  possible  value  there,  yes,  sir. 

Q.  Where  do  yon  find  anythinp'  like  that  in  the  act  that  uonld 
alloAV  yon  to  carry  on  those  activities? 

A.  None. 

Q.  Rnt  yon  did.  in  efFeet,  ask  f'oi-  bids  and  yon  r<H'eived  a  bid, 
I  think,  of  one  dollar  .' 

A.   Due  dollar. 

(^.  And  that  was  fi-om  Mr.  ( iobhiicx'cr  of  I'liion  ('I'cdit  Coiii- 
paii>"  .' 

A.   That's  rijjht. 

Q.   Did  the  aceonnts  jlto  to  him  ? 

A.  Yes. 

Q.  "Where  did  the  dollar  <>o  ? 

A.  The  dollar  went  into  my  personal  bank  aeecmnt  with  the  ^HT;") 
that  we  received  from  the  fnrnitnre.  and  that  was  disbnrsed  as  an 
extra  dollar- — that  went  to  the  snrety  company. 

Q.  Let  us  assume  that  from  the  purchase  of  the  accounts  you 
received  the  sum  of  $5().()()().  Wotdd  you  have  put  tliat  throujjh 
your  jiersonal  account .' 

A.  Not  that  nnich  money,  no. 

Q.  Well.  now.  wliere  would  you  draw  tli<'  line? 

A.  I  would.  I  think,  be  inclined  to  draw  the  line  at  a  jioint  where 
I  felt  the  amount  would  be  more  than  the  expenses  of  administei-- 
ing  either  a  receivership  or  an  assi<>iimeut  for  the  benefit  of  cred- 
itors. In  this  particular  case  there  were  over  300  creditors  involved, 
and  I  felt  that  the  expense  of  either  the  bankruptcy  court  or  an 
assip-nment  for  the  benefit  of  crcilitors  would  cost  a  pood  deal 
more  than  that  to  administer. 

Q.  Well,  now,  you  uiiderstood  at  the  time  you  carried  on  these 
what  we  mipht  say  are  extracurricular  activities  that  there  was  a 
provision  or  a  number  of  provisions  by  law  by  which  there  should 
be  a  complete  liquidation  of  this  business. 

A.  I  understand  that,  but  I  was  not  tryinp  to  liquidate  the 
business.  The  only  thinp  that  I  was  trying  to  do  was  to  protect 
and  kceji  in  one  place  the  evidence  of  indebtedness  due  the  crcdi- 
lors. 

Q.  Could  yon  not  acconijilisli  tliat  l>y  merely  lakinp  the  books 
of  the  company  ? 

A.  The  landlord  wouldn't  let  anybody  take  anylhinp  out  of  the 
office.  *  *  * 

Q.  Well,  then,  coidd  you  not  follow  ])r()ce(lnre  to  se(^  that  the 
records  were  protected  and  locked  up  in  the  office? 

A.  If  that  had  been  done,  it  could  have  resulted  in  lengthy  liti- 
gation, which  woidd  be  just  as  damaging  to  the  creditors. 

Q.  I  know,  but  that,  of  course,  is  your  own  personal  opinion, 
Mr.  Windrem.  You  don't  know  these  things. 

A.  That's  correct. 
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Q,  And  you  did  not  know  at  tlie  time  you  took  the  action  that 
it  might  react  adversely  rather  than  beneficially? 

A.  It's  a  matter  of  judgment. 

Q.  So  you  had  to  substitute  your  judgment  for  the  law.  *  *=  * 
Now,  is  it  not  a  fact  also  tliat  in  this  case  when  you  paid  certain 
bills  that  you  felt  were  required  to  be  paid,  you  had  a  balance 
of  $206  ? 

A.  I  didn't  have  it. 

Q.  You  had  it  in  your  bank  account,  did  you  not?  *  *  * 

A.  Yes.  *  *  *  It  was  merely  as  a  convenience  to  the  licensee. 
He  had  to  pay  the  landlord  and  the  bank  was  closed.  He  had  no 
bank  account  of  his  own  that  was  active,  and  there  was  no  way  the 
landlord  could  be  paid. 

Q.  How  did  you  justify  paying  what  balance  you  had  to  the 
Fidelity  and  Casualty  Company  of  New  York  at  its  San  Francisco 
address  ? 

A.  They  were  putting  the  pressure  on  Mr.  Clow,  the  licensee, 
and  he  suggested — or  he,  I  think,  asked  me  to  do  it  at  their  request. 

Q.  Well,  may  I  read  from  a  letter  that  you  wrote  to  the  Fidelity 
and  Casualty  Company  of  New  York,  360  Pine  Street,  San  Fran- 
cisco, California,  dated  June  24,  1957.  The  letter  is  signed  by  you, 
S.  K.  Windrem,  Assistant  Chief,  Division  of  Collection  Agencies, 
and  your  last  paragraph  is  as  follows : 

"Since  the  State  of  California  has  no  account  established  to 
handle  receipts  and  disbursements  of  this  nature,  I  had  to  handle 
all  of  these  funds,  except  the  rental  check,  through  my  personal 
account. ' '  You  did  not  mean  to  tell  the  bonding  company  that  that 
was  the  law,  though,  at  that  time? 

A.  Oh,  no. 

Q.  "I  enclose  herewith  my  personal  check  No.  203  in  the  sum 
of  $206.  It  is  understood  that  you  will  deposit  this  check  as  an 
advance  on  such  claims  as  might  be  presented  and  as  partial 
salvage  of  any  loss  that  might  be  sustained  by  j^ou  on  Mr.  Clow's 
bond. ' ' 

A.  That  was  by  arrangement  between  Mr,  Clow  and  the  surety 
company. 

Q.  Can  you  tell  me  whether  or  not  the  Fidelity  and  Casualty 
Company  has  ever  been  requested  to  make  any  payment  on  account 
of  the  moneys  which  were  unlawfully  taken  by  the  licensee  ? 

A.  There  have  been  a  number  of  claims  presented. 

Q.  Do  you  know  whether  the  bonding  company  has  ever  made 
any  payment? 

A.  I  don't  believe  they  have. 

In  other  testimony  Mr.  Windrem  told  the  committee  that  he  knew 
of  embezzlements  totaling  $188,000  in  collection  agencies  occurring  in 
his  ai'ea  since  he  took  charge  of  the  San  Francisco  office  four  years  ago. 
He  was  then  asked : 
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Senator  Richards:  What  check  do  you  keep  upou  tlie  admin- 
istration by  the  licensee  of  the  trust  account? 

Mr.  Windrem:  Periodic  visits  to  the  office.  It  is  impossible  to 
visit  all  of  them  because  there  are  too  many  of  them.  "We  simply 
don't  have  the  time.  *  *  * 

Q.  I  believe  in  each  of  the  in.stances  *  *  *  you  pointed  out  that 
the  shortagres  had  been  brougfht  to  your  attention  by  the  individ- 
uals Mho  themselves  were  involved.  Tn  other  words,  they  called  you 
up  in  effect  and  .said,  "I'm  .short." 

A.  That  was  one  ease.  *  *  *  In  other  cases  they  were  brought 
to  my  attention  by  other  licensees  who  were  *  *  *  interested  in  the 
clean  operation  of  the  collection  ajjency  business,  and  if  one  licensee 
picks  up  information  that  would  indicate  that  either  his  competitor 
or  .someone  with  whom  he  is  dealiufi:  in  another  city  is  wrong  or  his 
operation  is  wrong,  they  let  me  know  about  it,  and  I  encourage 
them  to  do  that. 

Q.  Well,  is  it  not  often  true  tliat  wlieii  .shortgages  are  found  and 
you  go  through  what  you  have  described  here,  which  amounts  to  a 
rather  voluntary  or  informal  reshuffling  of  the  accounts,  the  series 
of  accounts  often  ends  up  in  the  hands  of  competitors,  do  they  not, 
former  competitors,  other  members,  other  licensees? 

A.  Sometimes  that  happens,  yes.  *  *  * 

Q.  Well,  do  you  know  of  any  case  where  matters  were  handled 
along  ordinary  business  law  procedures,  like  in  any  other  business 
where  trust  money  is  involved  or  where  there  is  a  deficiency  in  the 
ability  to  meet  creditors'  claims,  and  a  trustee  is  established  in 
bankruptcy  and  a  disposition  along  legal  lines  with  legal  super- 
vision is  made — is  this  ever  done  in  the  collection  agencies  over 
which  you  have  control  ? 

A.  There  was  one  case  that  I  understand  was  done  in  San  Diego. 
I  didn't  have  any  control  over  that. 

Q.  Did  they  go  through  bankruptcy? 

A.  No,  I  don't  think  so.  I  think  that  a  court  receivership  was 
appointed  *  *  *  but  I'm  not  familiar  with  the  details  of  that  ease. 
( )ur  diiificulty  is  that  there  are  no  funds  available,  as  a  rule,  to 
finance  the  interim  operation  of  a  licensee,  unless  somebody  does 
take  it  over  who  has  at  least  a  means  of  recovering  some  of  the 
expense  that  he  is  going  to  be  put  to.  In  devising  any  law  to  give 
protection  to  the  creditors,  I  think  we  have  to  take  into  considera- 
tion the  element  of  expense  which  has  to  be  incurred. 

When  Mr.  Edwards,  chief  of  the  state  divi.sion,  took  the  stand,  tlie 
committee  sought  to  determine  why  the  practice  of  informal  "taking 
over"  of  ailing  agencies  had  been  developed.  During  the  questioning 
this  excliange  took  place : 

Senator  Regan:  As  wc  go  through  your  files,  we  find  *  ♦  * 
tliat  you  write  letters  iji  which  you  talk  about  taking  over  or  giving 
or  assisting  in  seeing  that  somebody  within  the  industry  with  a 
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license  goes  in  and  liquidates  the  delinquent  firm.  Now  isn't 
that  so  ? 

Mr.  Edwards:  Yes,  that's  so.  *  *  *  We  simply  say,  "Here  are 
a  lot  of  claims,  we  have  no  authority  to  touch  them,  no  authority 
whatever,  but  we  would  like  to  see  somebody  who  would  be  willing 
to  go  in  there  and  sort  out  those  accounts,  send  back  the  ones  that 
should  be  sent  back  to  the  creditors,  and  endeavor  to  try  to  liqui- 
date, if  they  have  the  creditors'  consent." 

Q.  Now,  where  under  the  act  are  you  allowed  or  is  it  even  sug- 
gested that  you  may  do  that? 

A.  It  is  not.  We  are  merely  using  an  extracurricular  service 
trying  to  help  the  creditors,  because  if  we  don't  do  so,  these  ac- 
counts lie  there  to  the  everlasting  detriment  of  the  creditors. 

BONDING 

Time  and  again  during  the  hearings  discussion  returned  to  bonding 
and  the  lack  of  protection  given  collection  agencies'  customers  under 
the  present  system.  That  this  situation  existed  all  witnesses  seemed 
to  agree.  During  the  questioning  of  Assistant  Chief  Windrem,  he  was 
asked : 

Senator  Regan:  Do  you  know  of  any  case  at  any  time  when 
the  money  was  taken  by  the  licensee  that  the  bonding  company 
ever,  to  your  knowledge,  made  any  payment  ? 

Mr.  Windrem:  Yes. 

Q.  How  many  cases? 

A.  I  know  of  one  case.  *  *  *  The  bond  limit  was  $2,000.  The 
total  value  of  claims  amounted  to  $2,021  and  the  $2,000  was  paid 
out. 

Q.  AVould  you  not  say  that  since  you  have  been  administering 
the  act  as  the  assistant  chief  that  it  is  unusual  that  there  was  pay- 
ment made  on  the  bond  by  the  bondsman  or  the  bonding  company  1 

A.  It  is.  *  *  *  The  surety  company  attorneys  tell  me  that  they 
run  into  a  risk  when  they  pay  a  claim  voluntarily  on  a  statutory 
bond. 

Q.  Is  that  not  because  of  the  way  the  bond  provision  is  in  this 
act? 

A.  That  might  be.  There  is  no  provision  establishing  any  machin- 
ery for  determining  the  liability  of  the  bonding  company. 

Q.  And  you  find,  do  you  not,  as  one  who  administers  the  act,  as 
the  assistant  chief,  that  the  bonding  provision  in  this  Collection 
Agency  law  is  not  adequate  to  protect  the  public? 

A.  I  think  it  should  be  improved. 

Mr.  Garlan  Epley  of  Marysville,  president  of  the  California  Associa- 
tion of  Collectors,  said : 

Mr.  Epley :  I  know  Senator  Dolwig  is  very  much  interested  in 
this  bond  and  why  it  has  not  worked.  At  the  present  time  it  is  a 
requirement  of  the  bonding  company  that  each  individual  who  has 


26  OOLLECTION  AGENCIES,  OKTECTIVKS  AXI)  LK^llDATOKS 

lost  as  a  result  of  defalcation  file  a  suit  against  the  bonding  eoni- 
l>Hn.v.  The  eolleetion  agency  does  not  do  that  for  the  simple  reason 
that  he  has  surrendered  his  license,  he  is  defunct,  he  is  gone.  It  is 
np  to  the  individual.  Now,  I  cannot  imagine  a  doctor,  a  grocery 
store  man  or  anyone  within  my  area  wanting  to  take  time  to  file 
a  suit  to  recover  $25,  ^'SO,  or  $40  and  appear  in  court  against 
a  bonding  company. 

Mr.  Bert  F.  McManus,  former  president  of  the  association,  was  prob- 
ably the  most  outspoken  critic  of  the  present  bonding  system.  Tie  Avas 
asked  this  (piestion : 

Senator  Richards:  (Regarding)  what  appears  in  tlic  evidence 
as  rather  a  large  number  of  instances  where  bonds  exist  but  have 
never  been  proceeded  against.  Is  (that)  the  prevailing  situation 
where  there  has  been  a  default  in  a  collection  agency,  to  your 
knowledge? 

Mr.  McManus:  1  would  say  (that)  has  been  the  prevailing  situ- 
ation 99^  percent  of  the  time. 

Q.  And  what  is  the  primary  reason  ?  *  *  * 

A.  Well,  some  of  us  collectors  many  times  will  take  over  a  busi- 
ness and  quiet  it  down  and  close  it  out,  and  as  a  result  there  were 
not  many  claims  against  the  bonding  companies. 

Q.  "Well,  does  that  mean  that  the  claim  itself  was  satisfied,  or 
does  it  mean  that  the  potential  claimant  was  either  not  alert  to  his 
rights  or  for  some  other  reason  simply  did  not  proceed  on  his 
rights? 

A.  lie  was  either  hilled  into  a  sense  of  uselessness,  or  he  did  not 
assert  his  rights.  *  *  * 

Q.  And  thus  the  bonding  eoinpany  sits  with  not  exactly  an 
unearned  asset  but  at  least  they  were  not  compelled  to  pay  that 
which  they  could  have  been  compelled  to  pay  liad  action  been 
])ursued? 

A.  That's  ab.solutely  right.  And  had  the  bonding  company  had 
to  pay  off  even  a  reasonable  portion  of  the  claims  that  have  been 
available  to  be  filed  against  the  bonding  comjwny,  we  wouldn't  be 
able  to  buy  a  $5,000  bond  today. 

Q.  Or  the  rate  would  be  considerably  higher  than  it  is? 

A.  Yes.  *  *  * 

Q.  AVhat  is  the  prcMnium  on  a  $10,000  bond  now? 

A.   The  premium  would  be  $100  per  year. 

THE   "HAPPY   FAMILY"   SYSTEM 

As  the  hearings  progressed,  it  grew  increasingly  clear  that  the  rela- 
tionship between  the  state  regulatory  agency,  the  Division  of  Collection 
Agencies,  and  the  industry's  organization,  the  California  Association 
of  Collectors,  was  not  that  of  adversaries  but  of  teanunates.  Indeed, 
it  was  hard  for  the  committee  to  reach  anv  other  eonelnsion  than  that 
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the  state  division  had  beeonie,  in  eft'eet,  an  arm  of  the  collectors  associa- 
tion. 

Mr.  MeManvis,  a  former  association  i)rcsident,  was  questioned  on  this 
point.  He  replied  as  follows: 

Mr.  McManus:  To  answci-  your  (|uestion  about  the  relationship 
l)etween  the  agencies  and  the  enforcement  department.  It  }>oes  back 
lon<>'  before  I  came  into  the  picture — to  where  we  have  Harry 
Edwards,  with  a  heart  as  bif?  as  his  head,  who  likes  to  help  people. 

*  *  *  Tiif.  agency  situation  was  really  very  bad  in  past  years  and 
Harry  Edwards  over  a  period  of  years  in  conjunction  with  the 
collectors  has  fornndated  these  rules  and  regulations.  *  *  *  Up  to 
five  or  six  years  ago  the  collection  business  was  a  pretty  good  little 
business.  It  has  grown  from  some  500  to  800 — some  agencies,  very 
fast,  faster  than  it  can  be  assimilated.  Rules  should  have  been 
made,  drastic  rules,  some  time  before,  which  were  not —  and  those 
rules  you  will  never  get  out  of  the  association.  *  *  *  Everything 
that  was  done  was  done  to  help  the  collection  agency  business. 

*  *  *  Whether  or  not  we  all  agree  that  it  is  the  right  policy,  that 
is  another  matter,  but,  answering  your  question,  Mr.  Edwards  has 
been  very  close.  He  attends  most  of  the  conventions,  most  of  the 
unit  meetings  (of  the  collectors'  association)  in  the  various  cities. 

*  #  *  jjg  jg  friendly  with  the  collectors,  yes. 

Mr.  Windrem,  assistant  chief  of  the  state  division,  was  asked  about 
his  relations  with  the  California  Association  of  Collectors  and  another 
group,  the  Associated  Credit  Bureaus  of  California: 

Senator  Regan:  I  understand  you  attend  the  meetings  of  both 
groups,  do  you? 

Mr.  Windrem:  That's  right. 

Q.  Does  Mr.  Edwards  also  attend? 

A.  That's  right. 

Q.  *  *  *  And  you  get  mileage  and  per  diem,  is  that  it? 

A.  I  drive  a  state  car,  as  a  rule,  or  if  I  go  by  plane  I  will  be 
reimbursed  for  the  amount  of  plane  fare. 

Q.  Now,  in  addition  to  the  money  that  you  receive  from  the  State 
to  attend  these  collection  agency  conventions,  have  you  at  any  time 
received  money  from  anybody  else  to  apply  on  your  expenses? 

A.  Yes,  from  the  California  Association  of  Collectors,  whose 
guest  I  was  at  the  convention.  *  *  *  I  would  pay  my  hotel  bill  and 
later  on,  a  week  or  so  later,  I  would  receive  a  letter  and  check  from 
the  association,  reminding  me  that  I  was  their  guest  and  enclosing 
a  check  for  the  amount  that  I  paid  the  hotel.  What  I  would  do 
would  be  to  write  my  own  check  for  the  amount  for  which  I  would 
be  reimbursed  by  the  State  in  favor  of  the  California  Association 
of  Collectors — in  other  words,  so  that  I  would  never  receive  any 
money  that  I  could  spend  as  my  owu.  *  *  * 
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Q.  Well,  now,  the  problem  is  this,  is  it  uot,  Mr.  Wiudrem — I 
mean,  the  men  whom  you  are  supposed  to  supervise  and  administer 
are  the  ones  wlio  were  assistinpr  in  payiiifr  those  bills,  isn't  that  it? 

A.  "VVelh  there  you  come  into  a  relatioiishij)  which  has  been 
established  over  a  number  of  years  with  the  administrative  office 
and  the  licensees.  The  act  was  originally  put  on  the  statute  books 
in  the  State  of  California  at  the  request  of  the  collection  agencies 
themselves,  because  they  wanted  to  police  their  own  ranks.  I  think 
tliat  when  yon  consider  that  there  are  some  800  licensees  scattered 
over  an  area  almost  a  thousand  miles  long,  it  is  quite  a  chore 
for  two  men  to  control  the  activities.  *  *  *  Mr.  Edwards  and  I 
couldn't  come  anyAvhere  near  doing  a  competent  job  unless  we  had 
the  active  co-operation  of  the  membership  of  the  state  associa- 
tions— tliat  c()-o]M>ration  has  bct'ii  extremely  v;ilnable  to  us. 

The  current  president  of  the  Collectors'  Association,  ]\Ir.  Epley, 
verified  earlier  testimony'  that  Mr.  Edwards  had  shown  great  concern 
about  saving  the  industry  from  unfavorable  publicity.  Tie  was  asked : 

Senator  Regan:  Xow,  wouldn't  you  say  that  it  has  been  his 
(Mr.  Edwards')  general  position  *  *  *  that  he  has  tried  not  to 
give  publicity  to  violations  of  the  law  but  has  tried  to  keep  them 
Avithin  the  fraternity  so  tliat  there  would  be  no  adverse  publicity 
about  the  collection  business? 

Mr.  Epley:  T  think  that  is  right. 

The  industry,  in  turn,  showed  its  appreciation  of  Mr.  Edwards' 
efforts  with  various  expressions  of  friendship.  The  association's  annual 
convention  in  1951  featured  a  testimonial  dinner  for  Mr.  Edwards 
where,  according  to  testimony,  he  Avas  presented  Avith  a  Avristwatch; 
the  donors  also  gave  a  check  to  Mrs.  EdAvards  for  purchasing  a  tele- 
vision set  for  their  home.  At  the  association's  1957  convention  Mr. 
EdAvards  received  a  $300  power  saAv  for  his  home  AA'orkshop.  Several 
collectors  said  they  joined  in  helping  Mr.  EdAvards  buy  a  used  Pontiac 
ear  for  Mrs.  EdAvards.  On  tAVO  or  more  occasions,  a  group  of  collectors 
luuidled  hospital  and  doctors'  bills  after  Mr.  EdAA'ards  suffered  serious 
illnesses,  including  auto  Avreek  injuries  and  a  spinal  disability  of 
the  neck. 

Chief  EdAA'ards.  under  the  hnv,  acts  as  ex  officio  secretary  of  the 
State  Collection  Agency  P>oard,  and  evidently  has  an  influential  voice 
in  Avhom  the  Secretary  of  State  appoints  to  it.  On  the  stand  he  Avas 
asked : 

Senator  Regan:  Is  it  not  customary  for  the  Secretary  of  State 
to  discuss  Avith  you  which  individuals  should  be  appointed  to 
this  five-man  board? 

Mr.  Edwards:  It's  customary,  and  lie  does. 

(,».  And  you  give  the  recommendation? 

A.   I  recommend. 
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Q.  Is  it  not  also  eustomaiy  that  when  you  give  the  recommenda- 
tion, the  Secretary  of  State  appoints  the  individual  recom- 
mended by  you? 

A.  I  wouldn't  say  that  was  always  true. 

Q.  Wouldn't  you  say  that  in  substantially  all  of  the  cases 
that  has  been  true? 

A.  I  would  say  that. 

The  committee  questioned  Assistant  Chief  Windrem  about  possible 
bad  ('rt'ects  from  the  clubby  atmosphere  surrounding  the  State's  regu- 
lation of  collection  agencies.  The  discussion  proceeded  as  follows: 

Senator  Richards:  Theoretically  *  *  *  let  us  assume  that  your 
office  went  all  wrong  and  that  Mr.  Edwards  also  did,  that  in  effect 
the  entire  operation  was  bordering  on  the  illegal,  not  to  say  the 
inefficient.  *  *  *  What  check  exists  to  prevent  that  from  taking 
place?  *  *  * 

Mr.  Windrem:  I  think  if  that  happened  the  members  of  the 
Collection  Agency  Board  would  know  about  it  and  would  bring 
it  to  the  attention  of  Mr.  Jordan. 

Q.  Well,  now,  the  members  of  the  Collection  Agency  Board  are 
themselves  collectors,  aren't  they? 

A.  That's  true. 

Q.  And  they  are  the  ones,  they  and  the  other  licensees,  whom 
you  are  supposed  to  regulate.  And  let  us  assume  again  that  the 
setup  is  totally  inefficient,  does  not  protect  the  public,  but  that 
the  agencies  like  it,  you  like  it — if  we  were  to  assume  that,  how 
would  anybody  find  out  about  it  unless  Frank  Jordan's  office 
has  direct  checks  on  it? 

A.  I  suppose  in  theory  your  point  may  be  well  taken.  In  prac- 
tice, the  members  of  the  Collection  Agency  Board  have  taken  a 
very  strong  attitude  toward  enforcement.  *  *  *  I  think  we  should 
appreciate  that  this  enforcement  problem  is  not  a  battle  between 
our  office  and,  I  would  say,  90  or  95  percent  of  the  industry.  *  *  * 
They  are  very  anxious  to  remove  the  stigma  that  was  attached 
to  collection  agencies  30  years  ago.  *  *  *  They  are  interested  in 
it  from  the  standpoint  that  what  the  competitor  does  will  reflect 
on  them.   *   *   * 

Q  *  *  *  rpj^jg  thing  of  regulating  ourselves,  so  to  speak,  can 
be  fine,  unless  we  regulate  ourselves  for  the  good  and  the  bad 
the  same  way.  Then  the  bad  gets  away  with  it.  I  have  yet  to 
find  in  your  testimony  where  and  how  the  uncovering  of  the  ille- 
gitimate operator  exists  beyond  the  field  of  self-regulation.  Appar- 
ently the  district  attorney  takes  no  interest  in  it.  Apparently  in 
very  few  cases  there  are  criminal  prosecutions.  Apparently  there 
are  records  of  continuous  embezzlement,  among  some  few  people 
participating  in  the  industry,  and  yet  they  are  still  in  the  in- 
dustry. 
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LOBBYING    AGAINST    REFORM 

Efforts  by  nicinbers  of  tlio  Lt'pisl;itiirc  lo  iiiipfnx c  rdudit  ions  in  ilic 
collection  agency  business  have  met  witli  \;iiioiis  forms  of  organized 
opposition  from  the  industry  and.  aci-ording  to  the  evidence,  from  ]\Ir. 
Edwards  and  ^Ir.  Windrem.  For  enlightenment  on  this  point,  tlie  com- 
mittee questioned  a  first-hand  participant,  Mr.  Mc^Manus,  former  presi- 
dent of  the  Collectors  Association,  who  broke  with  the  Association  in 
1957  over  the  issue  of  the  mild  reform  legislation  then  proposed.  Tlic 
testimony  was  as  follows: 

Senator  Regan:  Mr.  ^McManus,  during  the  last  session  of  the 
California  State  Legislature,  were  you  in  attendance?  *  *  * 

Mr.  McManus:  I  have  been  quite  active  in  the  '53.  '55  and  "57 
sessions.  I  was  the  legislative  chairman  for  the  California  Associa- 
tion of  Collectors. 

Q.  During  that  time  was  there  any  legislation  in  Sacramento 
that  would  affect  or  regulate  collection  agencies? 

A.  Yes,  sir. 

Q.  Did  you  actively  participate  in  presenting  information  to  the 
legislators  or  to  anyone  else  about  these  bills? 

A.  I  actively  participated  with  five  other  men  to  write  a  bill  and 
submit  it  to  Assemblyman  Holmes  *  *  *  The  bill  was  Xo.  1806, 
Assembly  Bill. 

Q.  Do  you  recall  a  bill  that  is  commonlv  known  as  the  Kraft 
Bill? 

A.  Yes,  sir.  *  *  *  Senator  Kraft  and  the  committee  with  whom 
I  worked  started  through  the  Senate  the  Kraft  Bill  2047.  *  *  * 
The  Holmes  Bill  was  amended  into  the  Kraft  Bill  *  *  *  it  ended 
up  as  the  Kraft  Bill  2047  *  *  * 

Q.  Do  you  know  w'hether  anyone  in  the  Association  or  any  group 
or  individual  collection  agency  worked  again.st  the  regulatory  bill  ? 

A.  I  do.  *  *  *  The  California  Association  of  Collectors  through 
their  now,  and  then,  ruling  group  actively  opposed  the  passage  of 
the  Kraft  2047  Bill.  Also  the  enforcement  department.  Botli  Harry 
Edwards  and  Stan  Windrem  did  everything  within  their  power  to 
defeat  Senate  Bill  2047.  *  *  *  This  is  borne  out  by  a  meeting  we 
had  in  Fresno  (of)  twenty-some  people  including  the  officers  of  the 
California  Association  of  Collectors,  Harry  Edwards  and  Stan 
AVindrem.  *  *  *  I  had  flown  to  Fresno  for  a  closed  meeting  be- 
tween the  officers  of  the  Association  and  myself.  I  did  not  antici- 
pate that  the  enforcement  officers  would  be  there.  *  *  *  [  Avas  not 
willing  to  talk  in  front  of  them.  In  the  meeting  they  began  asking 
(luestions.  Mr.  Edwards  would  answer  tliose  questions.  I  had  no 
opportunity  to  make  any  exphmation.  *  *  *  [  can  take  i)uni.sh- 
ment  and  it  doesn't  bother  me,  but  I  was  embarrassed.  (As  I  left) 
Mr.  Edwards  was  saying,  "I'll  tell  you  boys  how  to  kill  2047."  The 
instructions  were  that  they  should  write  letters,  get  their  customers 
to  write  letters,  send  telegrams,  not  to  their  Assemblymen  and 
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ISenators,  but  to  the  (lovt'i-nor,  and  they  did,  and  tlie  bill  was  beaten. 
It  was  not  signed.  *  *  *  The  Holmes  Bill  passed,  as  you  know, 
with  all  "Yes"  votes  and  two  absentee.  The  Senate  Bill  passed 
with  all  "Yes"  votes  and  one  absentee.  The  only  place  the  Kraft 
Bill  2047  ran  into  difficnlty  was  from  the  collectors  themselves. 

When  assistant  chief  Windrem  took  the  stand,  he  was  questioned 
about  his  part  in  oi^posing  the  Kraft  Bill.  He  was  asked: 

Senator  Regan:  Is  it  not  a  fact  that  you  carried  on  lobbying 
operations  at  the  Legislature  when  a  bill  was  introduced  *  *  *  you 
joined  M'ith  certain  collection  agency  groups  or  individuals  to  lobby 
against  the  passage  of  the  bill? 

Mr.  Windrem:  What  do  you  mean  by  lobby?  You  do  not  mean 
discussing  with  a  Member  of  the  Legislature? 

Q.  Let  us  say  that  you  discussed  the  weak  points  of  the  bill 
with  certain  legislators. 

A.  No,  I  did  not  speak  to  any  of  them. 

Q.  Well,  with  whom  did  you  discuss  that? 

A.  With  members  of  the  collection  agencies  industry. 

Before  the  Fresno  meeting  that  he  left  in  embarrassment,  Mr. 
McManus  already  had  clashed  with  Mr.  Edwards  over  preparation  of 
a  reform  bill.  Assistant  chief  Windrem  was  questioned  about  the  earlier 
meeting  at  which  the  open  break  occurred : 

Senator  Regan:  When  was  it  that  you  had  occasion  to  contact 
Mr.  McManus  and  ask  him  to  meet  with  Mr.  Edwards? 

Mr.  Windrem:  That  was,  I  believe,  in  the  interim  month  be- 
tween the  first  part  of  the  1957  Session  and  the  latter  part  of  the 
session. 

Q.  Where  was  the  meeting? 

A.  At  Mr.  Edwards'  home.  *  *  *  Beverly  Glen  Boulevard  near 
Mulholland  Drive  *  *  *  in  Los  Angeles. 

This  was  Mr.  McManus'  version  of  the  affair: 

Mr.  McManus:  Mr.  EdAvards  and  Mr.  Windrem  came  to  my 
office  and  wanted  to  kiiow^  what  I  was  doing  as  legislative  chairman 
about  the  Kraft  Committee  investigation.  I  told  Mr.  Edwards  and 
Mr.  Windrem  that  I  was  formulating  suggestions  to  put  into  a  bill, 
first,  of  course,  to  be  submitted  to  my  committee  of  five  men,  Avhich 
in  turn  has  to  be  submitted  to  the  Association.  *  *  *  And  Mr.  Ed- 
wards said,  "Well,  how  about  writing  a  letter — let's  write  a  letter 
now."  So  each  of  the  three  of  us  wrote  something  that  we  thought 
should  be  written  to  Senator  Kraft — the  final  result  is  in  this  file. 
*  *  *  From  that  time  on  I  did  not  have  any  contact  with  Mr.  Ed- 
wards because  he  had  an  injury  to  his  leg  and  was  in  the  hospital. 

I  had  one  or  two  meetings  (of  the  Collectors  Association  legis- 
lative committee")  regarding  the  proposals  I  had  written  up  to  put 
into  the  Plolmes  Bill  No.  1306.  Prior  to  going  to  Sacramento,  Stan- 
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ley  Windrem  came  into  my  office  and  said  *  *  *  "Will  you  go 
with  me  to  Harry  Edwards'  house?"  *  *  *  So  at  six-thirty  I 
went  to  'Mr.  Edwards'  house  in  the  Valley.  Mr.  Windrem  and  Mr. 
Edwards  were  there  waiting.  I  came  in  with  my  briefcase  and 
started  to  read  the  things  that  I  was  going  to  submit  to  the  Kraft 
Committee.  Mr.  Edwards  made  the  statement  to  me  in  the  begin- 
ning, "How  do  you  have  the  temerity  to  change  a  word  in  this  Act 
witliont  my  authority?"  Well,  I  took  into  consideration  the  fact 
that  Mr.  Edwards  was  in  pain.  He  was  in  a  harness.  *  *  *  I  con- 
tinued reading  what  I  had  and  trying  to  defend  what  I  was  trying 
to  do. 

Later  testimony  brought  out  that  members  of  the  Collectors  Associa- 
tion has  opposed  not  only  reform  legislation  but  also  the  attempts  of 
tlie  present  committee  to  inquire  into  conditions  within  the  industry.  A 
move  by  certain  Los  Angeles  collectors  to  make  this  opposition  a  more 
or  less  open  fight  was  overruled  by  other  members  of  the  association. 
These  events  were  described  by  Mr.  Epley,  association  president,  after 
he  was  asked : 

Senator  Regan:  Mr.  Epley,  were  you  ever  present  at  a  meeting 
with  anyone  connected  with  the  collection  agencies  at  which  time 
it  was  discussed  that  a  fund  should  be  raised  so  that  counsel  could 
be  hired  in  case  anyone  had  to  testify  before  the  Kraft  Committee 
and  tliat  the  association  would  furnish  counsel  for  that  purpose? 

Mr.  Epley:  T  was  not  present  at  the  meeting  when  that  was — 
wlien  tliat  came  to  light.  But  when  T  received  word  of  it,  T  im- 
mediately got  on  the  airplane  and  came  to  Los  Angeles  and  talked 
before  the  Los  Angeles  unit  (of  the  association).  Prior  to  talking  at 
the  unit,  I  had  a  talk  with  the  president  of  the  unit,  found  out  that 
the  letter  went  out  without  his  sanction  *  *  *  he  did  not  know 
about  it.  He  tried  to  recall  those  letters  and  could  not.  *  *  * 

Q.  It  is  true,  is  it  not,  that  a  fund  was  in  fact  collected  up  until 
the  time  you  got  into  the  picture? 

A.     That  is  true. 

The  feeling  tOAvard  Sciuilor  Kraft  and  the  connnittee  held  by  an  in- 
tluential  faction  among  llie  Los  Angeles  collectors  was  revealed  by  a 
letter  entered  into  the  record  by  Senator  Regan.  The  letter,  dated  July 
31,  lO')?,  was  sent  to  Mr.  Epley,  the  association  president,  by  Mr.  Wal- 
ter Lampell,  a  wellknown  Los  Angeles  collector  and  former  association 
president,  'i'lie  letter  read  .• 
Dl:.\K  (Jarf.a.v  : 

Yoni-  leltei-  (»!'  .Inly  'J!>,  addressed  to  the  l>oard  of  Governors, 
states  that  yon  have  ali-eady  si)oken  to  Frank  Jordan  and  he  asks 
that  yon  assnre  Seiuitor  Kraft  of  ]\lr.  Jordan's  co-operation  with 
i-eirard  to  further  legislation.  Yon  also  state  that  you  iiope  to  meet 
with  Senator  Ki-aft  in  August  an<l  assure  him  of  your  desire  to  co- 
operate, ♦  *  * 
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As  a  past  president  of  CAC  and  a  national  director,  may  I  make 
the  following  suggestions :  One,  that  at  no  time  during  the  30-year 
legislative  history  of  CAC  was  it  necessary  to  have  anybody  other 
than  ourselves  regulate  or  amend  our  Act.  If  you  will  please  search 
the  record  the  way  I  have,  you  will  find  that  the  collectors  alone 
were  the  instigators  on  any  amendments  or  revisions  of  our  Act. 

Two,  I  deem  it  extremely  dangerous  for  any  one  man  alone  to 
meet  with  a  politician  such  as  Kraft,  who  demands  degrading  re- 
vision of  our  Act.  If  you  have  to  meet  with  the  man,  whose  only 
reason  for  persecution  is  the  furtherance  of  his  re-election  to  the 
Senate  through  the  stringent  regulations  that  he  wants  to  put  into 
effect,  I  suggest  that  we  as  the  California  Association  of  Collectors 
shall  be  represented  also  by  appropriate  counsel.  "We  don't  like  to 
have  Mr.  Kraft  set  up  legislation  for  us.  "We  had  our  own  Holmes 
Bill,  which  was  devoured  by  Mr.  Kraft  *  *  *  and  that  is  the  kind 
of  co-operation  that  you  will  see  from  Mr.  Kraft  in  further  deal- 
ings. Ilis  threat,  which  comes  to  me  via  grapevine,  that  he  might 
try  again  the  enactment  of  our  Act  at  the  Special  Session  of  the 
Legislature  in  January,  is  just  so  much  talk,  for  our  Act  is  not 
emergency  legislation  and  the  January  session  is  a  budgetary 
session. 

I  cannot  see  any  reason  for  any  meeting  with  Mr.  Kraft  at  this 
stage,  for  meeting  or  not,  he  will  go  ahead  in  the  Bay  Area  with  the 
money,  $28,000,  he  still  has  for  that  purpose.  The  investigation  in 
Los  Angeles  fizzled.  It  might  have  flared  for  one  or  two  days,  but 
that  is  all,  and  I  ni  sure  that  the  collectors  up  north  have  nothing 
to  fear  from  Mr.  Kraft.  *  *  * 

If  you  have  to  meet  with  Mr.  Kraft,  please  consider  my  sug- 
gestion that  you  have  appropriate  counsel  with  you,  and  by  that  I 
mean  Edward  M.  Jackson. 

"Very  truly  yours, 

Walter  Lampell 

The  letter  was  marked  with  carbon  copies  to  all  officers  of  the  Collec- 
tors Association,  the  national  directors,  Edward  M.  Jackson,  "William 
A.  Ball,  Elliott  Machett  and  S.  H.  Kragen. 

(Mr.  Machett,  incidentally,  a  former  president  of  the  Los  Angeles  unit  of  the 
association,  has  since  dropped  from  sight,  according  to  the  committee's  investigators. 
The  moneys  in  his  agency's  trust  account,  reportedly  more  than  $25,000,  and  the 
firm's  books  and  records  are  also  missing.) 

PERSONNEL   AND   TACTICS 

The  committee,  while  aware  of  the  difficulties  that  collection  agencies 
often  have  with  delinquent  debtors,  found  agencies  using  methods 
against  the  public  that  ranged  from  the  merely  inconsiderate  to  the 
brazenly  unscrupulous.  Most  of  these  tactics  are  outlawed  either  by 
statute  or  by  the  industry's  code  of  ethics;  yet,  lax  enforcement  and  a 
tendency  to  wink  at  violations  have  reduced  many  of  the  rules  to 
empty  pieties. 
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One  of  the  mildest  type  of  offenses  was  described  by  a  Los  Angeles 
agency  owner,  Mv.  Lou  Kane.  Asked  for  his  comment  on  industry 
Iiractices,  Mr.  Kane  said  : 

Mr.  Kane:  Instead  of  giving  the  debtor  a  chance  to  work  ont 
the  payment  programs,  the  collector  has  used  any  method  he  set 
for  himself  to  try  to  collect.  *  *  *  The  collector  in  most  cases  tries 
to  collect  the  account  the  fastest  possible  way  he  can,  because  this 
is  how  he  makes  his  money.  The  longer  we  continue  to  work  an 
account,  the  more  it  costs  us.  *  *  * 

There  is  one  ])articular  law  *  *  *  that  before  a  demand  for  pay- 
ment is  made,  a  written  notice  must  be  siMit  to  the  debtor  notifying 
him  thai  the  account  is  assigned  to  the  collection  agency.  *  *  * 
Tliis  is  one  pai-ticnlai-  thing  that  most  agencies  do  not  do.  They 
will  get  an  account  assigned  to  them.  (Since)  the  more  money  they 
collect,  the  more  they  will  make,  they  will  get  on  the  phone  right 
away,  liarass  the  person,  make  a  tough  demand,  or  use  any  way 
to  collect  the  account  as  fast  as  they  can.  rather  than  sending  out 
a  notice  to  the  individual,  notifying  him  that  *  *  *  arrangements 
should  be  made  with  the  agency.  *  *  * 

Q.  "What  pressui-e  tactics  are  used  that  yon  feel  should  cea.se 
in  the  collection  agency  field  .' 

A.  One  *  *  *  is  not  trying  to  work  out  a  plan  for  a  debtor.  The 
reason  we  have  the  account  assigned  to  us  is  the  person  is  in 
trouble.  If  they  were  not  in  trouble,  we  would  never  have  the 
account  in  the  first  place.  We  should  try  to  assist  and  work  out  a 
])r()gram  without  harassment  oi-  embarrassment. 

Among  complaints  the  committee  received  was  one  from  the  western 
center  for  CARE,  the  overseas  relief  organization,  in  Los  Angeles.  Its 
director,  Edward  J.  Flynn,  stated  that  it  had  been  hara.ssed  by  a  series 
of  increasingly  abusive  telephone  calls  from  the  Lampell  collection 
agency  in  Los  Angeles,  demanding  the  assistance  of  the  CARE  office  in 
locating  a  former  emj)loyee.  Mv.  Elynn  said  the  calls  included  the  use 
of  words  lil\(^  '■Communist"  and  "Red  organization." 

The  coiinnittee,  however,  encountered  iiuich  more  serious  charges  than 
this  agfiinst  the  collection  agency  industry.  The  major  source  of  trouble 
seemed  to  hr  tliat  while  the  State  maintains  some  measure  of  regulatioii 
over  the  hoklers  of  agency  licenses,  it  has  almost  none  over  their  em- 
ployees. The  committee  found  that  at  least  lo  agencies  had  persons 
with  <'i-iminal  i-ecords  in  responsible  i)ositi()iis.  IIow  many  more  with 
similar  hackgi-ound  wci-c  working  in  subordinate  jobs  or  on  a  casual 
t)asis  is  not  known. 

Among  those  testifying  on  this  point  was  Lieutenant  Fivink  II. 
Cnnninghani  of  the  Los  Angeles  Police  Department.  Lunco  Division, 
wild  s|)ei-i;di/cs  in  collcclioii  ;i'_ri'ncy  cases: 

Lieutenant  Cunningham:  I  lin\e  met  a  nninhei-  of  pe()|)Ie  in  the 
(collrrt  ion  aijencx      imhisliy.  and    I   think  the  large  percentage  of 
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them  are  p:()od,  law-abidin<i-  i)eoj)lo.  ]-5ut  there  is  a  certain  element 
that  M'e  cannot  control.  *  *  *  They  have  no  respect  for  the  law, 
they  impersonate  })olice  officers,  they  kidnap  people,  people  have 
been  browbeaten,  beaten  up,  and  so  forth.  *  *  *  The  weakness,  as 
I  see  it,  is  that  even  though  the  agencies  are  responsible,  they  don't 
know  who  these  people  are.  They  are  not  fingerprinted.  They  are 
not  photographed.  They  can  hire  an  ex-con  or  sex  pervert  and  give 
him  a  job.  Without  the  medium  of  fingerprints,  how  do  you  know 
who  they  are?  *  *  * 

Q.  Do  you  have  an  opinion  as  to  why  this  ty])e  of  personnel 
seems  to  be  working  for  these  agencies?  *  *  * 

A.  They  are  cheap,  they  can't  get  jobs  elsewhere  in  any  legal 
enterprise,  and  they  will  do  anything  in  the  book. 

Division  Chief  Edwards,  on  the  stand,  was  asked  whether  it  was 
possible  for  a  man  with  a  police  record  to  obtain  a  state  license  to 
operate  a  collection  agency.  Mr.  Edwards  replied  that  the  only  checks 
now  made  on  a  license  applicant  are  a  credit  report  and  letters  of 
inquiry  sent  to  references  provided  by  the  applicant.  The  questioning 
continued : 

Senator  Dolwig:  If  there  is  a  falsification  of  the  application  in 
regard  to  criminal  record,  there  is  no  way  to  check  it? 

Mr.  Edwards:  At  present,  no.  There  should  be,  but  there 
isn't  *  *  *. 

Q.  Mr.  Edwards,  is  it  your  opinion  that  the  procedure  insofar 
as  investigation  of  applications  is  concerned  is  very  inadequate? 

A.  I  do. 

Q.  What  suggestions  would  you  make?  *  *  * 

A.  As  quickly  as  the  appropriate  legislation  could  be  passed  you 
increase  the  revenue  to  a  point  where  at  least  two  if  not  more 
trained  inspectors  can  be  employed,  enabling  the  board  then  to 
make  an  investigation  of  each  applicant  and  *  *  *  report  to  the 
board. 

Los  Angeles  County  Marshal  Joe  Bookman  testified  that  an  employee 
of  the  City  Credit  and  Collection  Bureau,  14942  Ventura  Bolevard, 
Los  Angeles,  had  posed  over  the  telephone  as  "Deputy  Marshal  Fox" 
from  Bookman's  office,  that  he  had  directed  the  Blazey  Heating  Com- 
pany to  send  $57  from  the  pay  of  an  employee,  that  the  company  did 
send  a  check  for  that  amount  made  out  to  the  Marshal  of  Los  Angeles 
County  and  mailed  the  check  as  directed  to  the  collection  agency's 
address,  that  the  check  was  endorsed  fraudulently  with  ''Marshall  of 
Los  Angeles  County"  and  stamped  below  with  "Pay  to  the  order  of 
Bank  of  America,  City  Credit  and  Collection  Bureau"  and  the  check 
was  cashed.  This  agency  later  was  found  insolvent  and  taken  over  by 
another  licensed  agency. 

While  outright  forgery  and  impersonation  apparently  are  practiced 
by  a  minority  of  agencies,  the  committee  found  a  more  widespread 
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MISLEADING   FORMS— A   Los   Angeles   firm   specializes    in 
producing   these   forms  for   hoodwinking   debfors   and   al- 
leged debtors  into  giving  information,  in  the   belief  they 
are  dealing  with  an  official  government  agency. 
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piaiiice  to  l)e  tlu^  use  of  forms  and  communications  purporting  to  be 
from  the  Federal  Government  or  some  other  official  or  semiofficial 
body.  These  deceptive  forms  seem  to  have  been  particularly  effective 
in  intimidating:  debtors  or  alleofed  debtors  who  are  aged  or  semiliterate. 
I'olicc   liicutcnaiit   Cuniiiimliaui  "was  questioned  about  this  technique: 

Senator  Regan:  Is  it  your  testimony,  Lieutenant,  that  there  are 
firms  (Mi<ia<:e(l  in  advertising  and  selling  this  deceptive  literature 
to  collectoi-s  ami  rcpossessors  for  use,  and  it  is  being  used? 

Lieutenant  Cunningham:  That  is  riglit.  Every  month's  issue  of 
this  collectors'  magazine  (Collector's  Ink)  has  an  advertisement 
on  th(>  back  page  for  the  Floersheim  Sales  Company,  7319  Beverly 
Boulevard,  Los  Angeles  *  *  *. 

Q.  The  photostat  I  have  in  my  hand  appears  to  be  a  document 
Avhieh  Avas  mailed  to  a  certain  individual  in  Los  Angeles,  and  reads 
"Refund,  SSA."  *  *  *  Now,  that  is  identical  with  the  Social 
Security  Administration  (form),  is  it? 

A.  That  is  right. 

Q.  And  then  it  says,  ''For  department  use  only,  Social  Security 
Active  File  Number  *  *  *  Refund  Authority  *  *  *Account  Num- 
ber so  and  so"  and  then  the  legend  "If  the  above  is  your  social 
security  inimber  call  this  office  immediately,  do  not  delay"  and 
then  there  is  a  phone  number  *  *  *.  In  the  front  it  says  "For 
office  use  only,  penalty  for  personal  use. ' ' 

A.  It  was  all  done  in  the  office  of  this  licensed  collection  agency. 
An  elderly  lady  brought  it  down  to  us,  and  she  was  quite  alarmed. 

Q.  Did  this  come  from  a  licensed  collection  agency  in  the  State 
of  California? 

A.  Yes,  it  did  *  *  *  the  Bevan  Carter  Collection  Agency  *  *  * 
in  Bell,  California. 

Q.  Now,  in  your  experience,  are  similar  deceptions  used  by  other 
licensed  collection  agencies  in  the  State? 

A.  Yes,  many.  These  are  just  a  few  *  *  *. 

Q.  And  the  other  item,  the  Social  Security  form — has  there  been 
any  effort  tliere  (at)   actual  litigation? 

A.  AVe  ai-e  trying  to  get  an  opinion  now.  AVe  have  sent  this  to 
the  Fedei-al  Trade  Commission  and  tlie  Social  Security  Adminis- 
ti-ation  in  liopes  of  their  coming  up  witli  the  answers.  As  it  stands 
now,  we  don't  know  whether  it  is  illegal  or  not.  But  it  certainly 
is  not  moral  to  frighten  people  into  thinking  they  are  going  to 
be  prosecuted  under  some  provision  of  the  Social  Security  Act,  or 
to  infer  that  maybe  they  have  got  a  refund  coming  from  some 
source  *  *  *. 

Q.  Do  yon  feel  that  the  law  is  deficient  in  this  State  *  *  *  in 
that  it  does  not  regulate  this  kind  of  deceptive  advertising?  *   *   * 

A.    I  believe  so,  yes,  sir. 

(^.  .\n(l  (1(1  you  have  any  reconimcndal  ions  as  to  *  *  *  what  the 
law  shonld  he  with  regard  to  the  use  of  this  deceptive  literature? 

A.  1  think  that  would  take  a  study,  Senator, 
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Another  ;ibus(\  the  use  of  |)]i()iiy  l)ii<];i<'s,  was  foiiiid  a  (•oiimion  pt-ac- 
tico  in  dobi  (•(jllcction.  especially  anionji:  dnai  firms  lliat  opei-ate  a 
collection  agency  and  pi-ivate  <](>f(M'ti\-e  aj:eney  under  tlie  same  roof. 
Lieutenant  (^nnniiifjrliam  had  stionu  \ie:\s  on  the  illegal  use  ol'  hadjres: 

Lieutenant  Cunningham:  Tlial  has  been  a  sevei-e  headache  with 
us.  We  have  so  many  eom{)laints  abont  ])oo))]e  callin<i'  in  and  sa>in<i' 
that  an  officer  was  tryin<2:  to  collect  a  bill.  *  *  *  When  we  i-nn 
the  information  down,  it  is  jjfenorally  one  of  these  opei-ators  usinj*- 
these  badges  illeji-ally. 

Q.  Employees  of  licensed  collection  a<:encies  have  been  usin<; 
the  so-called  phony  badj;es  to  enforce  collections? 

A.  Yes.  *  *  *  1  have  taken  numerous  badges  away  from  them 
*  *  *  even  badjzes  similar  to  my  own. 

Q.  Is  it  your  opinion  then  that  the  State  should  probably  limit 
them  to  what — peace  officers? 

A.  To  law  enforcement  a<iencies,  yes.  *   *  * 

Q.  What  would  you  recommend — that  the  State  of  California 
provide  each  (agency  employee)  with  an  official  card? 

A.  Yes,  a  card  with  their  photograph  is  sufficient  *  *  *  (and) 
fingerprints,  because  otherwise  we  have  ]io  control  over  ex-convicts, 
and  we  have  a  number  of  them  in  the  business.  *  *  * 

Q.  You  say  you  have  lifted  badges  *  *  *  deceptive  so  as  to 
actually  raise  the  impression  in  the  mind  of  an  ordinary  individmd 
that  he  is  dealing  Avith  a  law  enforcement  officer?  Does  that  fall 
within  the  impersonation  statute? 

A.  To  our  way  of  thinking  it  does.  But  we  have  been  ver^^  un- 
successful in  obtaining  (legal)  complaints  *  *  *  because  it  is  not 
illegal  for  an  agency  to  have  a  badge.  It  is  illegal  for  them  to  use 
it  and  infer  that  they  are  police  officers  (but)  they  say,  "We  use 
it  merely  to  identify  ourselves."  We  know  they  are  trying  to  intim- 
idate people. 

The  subject  of  decejjtive  badges  came  up  again  during  the  testimony 
of  Michael  Flynn,  special  investigator  with  the  State  Bureau  of  Private 
Investigators,  which  is  charged  with  regulating  private  detectives.  He 
was  asked : 

Senator  Regan:  Is  there  such  a  thing  as  a  California  State 
Detective  ? 

Mr.  Flynn:  No,  sir. 

Q.  This  badge  I  have  savs  "California  State  Detective,  License 
2318." 

A.  *  *  *  There  was  an  agency  with  that  license  number,  but 
there  is  no  California  State  Detective. 

Q.  The  license  number  on  here,  however,  was  that  of  a  licensed 
detective  agency  *  *  *  regulated  by  your  department? 

A.  Yes,  sir. 
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BELOW— The  myfhical  Mr.   Sfark   on   fhe  sample  form   below   may  think  the 

Federal   Government   is   going   to   send    him   a    check   for   $172.86— which   is 

exactly  what  the   collection   agency  that  uses  this  form  wants  him   to  think. 

The  agency,  of  course,  wants  the  information  on  the  questionnaire. 
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For  Office  Use  Only 
Penalty  for  Personal  Us«:^ 


Los  Angeles,  California 


FOR  DEPARTMENT  USE  ONLY_. __ 


SOCIAL  SECURITY  ACT  File  No.   Refund    Authority 

Illegible  C   1      10/7        , 

ACCOUNT  NUMBER  ' 


If  the  above  is  your  Social  Security  Number  call 
this  office  IMMEDIATELY 


DO   NOT  DELAY 


PHONE 


CUDITO^riN   CHARGE 


Form  S8A      @1/1958   C.R.H. 


ABOVE— A  frighiened  elderly  woman  (name  obliieraied  here)  brought  this 
form  to  Los  Arigeles  police,  afraid  someone  was  going  to  take  away  her 
social  security  benefits.  It  was  from  a  collection  agency,  trying  to  find  another 

woman  of  similar  name. 
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Q.  Is  there  any  type  of  badge  which  the  hnv  authorizes  or  re- 
quires (for)  a  licensed  detective  in  California? 

A.  No,  sir. 

Q.  So  it  is  up  to  tlie  detective  to  nuike  his  own  badge,  is  that  it? 

A.  The  bureau  does  not  authorize  any  type  of  badge. 

Q.  Let  me  ask  *  *  *  do  you  feel  the  law,  as  it  is,  is  proper — or 
should  a  licensed  detective  have  a  badge  Avhich  is  approved  by 
you?  *  *  * 

A.  My  own  personal  ()])iuioii  is  that  they  should  not  have  a 
badge  of  any  nature.  *  *  *  A  badge,  to  the  average  person,  indi- 
cates they  are  connected  with  a  law  enforcement  agency.  *  *  * 

Q.  And  you  feel  the  public  is  deceived  by  the  fact  that  they  are 
allowed  to  use  badges  ? 

A.  I  do.  *  *  *  They  make  various  badges  that  look  just  exactly 
like  regular  law  enforcement  badges,  the  seal  of  the  State  of  Cali- 
fornia. *  *  *  many  times  "Sergeant  of  Police"  and  so  forth. 

Q.  Would  it  be  your  recommendation  that  the  Legislature  enact 
a  .statute  which  would  provide  that  any  agency  licensed  under  your 
division — it  would  be  illegal  for  any  employee  or  the  licensee  to 
use  a  badge  in  his  business? 

A.  Yes,  sir. 

As  the  testimony  proceeded,  the  connuittee  became  increasingly  dis- 
turbed over  what  appeared  a  lack  of  disciplinary  action  by  the  State 
Division  of  Collection  Agencies  against  unscrupulous  agencies.  Assist- 
ant Chief  Windrem  was  questioned  on  this  aspect: 

Senator  Dolwig:  How  many  complaints  do  3^ou  average  a 
month? 

Mr.  Windrem:  1  would  say  between  15  and  20  a  month. 

Q.  Do  you  personally  investigate  all  of  them? 

A.  Do  you  mean  do  I  go  out  to  the  licensees'  offices? 

Q.  Yes. 

A.  No.  There  are  many  of  them  that  can  be  handled  by  corres- 
y)()ndence,  obtaining  a  written  statement  from  the  licensee.  *  *  * 
If  there  is  any  question  in  my  mind  as  to  the  validitj^  of  the  licen- 
see's statement,  then  I  will  go  out  and  cheek. 

Q.  Do  you  consult  with  anyone  prior  to  the  time  you  make  a 
decision  as  to  wlicther  disciplinary  action  should  be  taken  or  not? 

A.   I  would  consult  with  iMr.  Edwards.  *  *  * 

Q.  Well,  let's  take  it  in  reverse.  Do  you  consult  with  Mr.  Ed- 
wards when  a  decision  is  made  vot  to  take  disciplinary  action,  or 
do  you  make  that  decision  yourself? 

A.  Well,  it  was  done  by  cither  .Mr.  Edwards  or  myself  until 
appi-oximalcly  six  months  ago,  when  we  developed  a  i)rocedur('  for 
pr-eparing  a  rc])ort  on  every  complaint  and  submilting  that  to  the 
('ollection  Agency  l>oard,  and  the  board  would  determine  whether 
or  not  further  discipline  should  take  place.  *  *  *  That  is  our 
present  practice.  ♦  *  * 
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Q.  IIow  many  disciplinary  actions  have  yon  taken  since  yon  liave 
been  in  office  (that  is,  since  ]9a4)  ? 

A.  Just  one.  *  *  *  The  board  decided  to  revoke  the  license  oi"  a 
licensee.  Within  the  30-day  period  alloAved  him,  he  petitioned  the 
snperior  court  in  San  Francisco  for  a  stay  of  execution  and  writ 
of  mandate,  and  obtained  a  temporary  writ  of  mandate,  and  that  is 
pending  before  the  superior  court  at  the  present  time. 

Q.  In  other  words,  that  is  a  recent  matter  ? 

A.  That's  right. 

Q.  lie  is  still  in  business  right  now? 

A.  He's  still  in  business. 

At  another  point  in  his  testimony  Mr.  Windrem  was  asked : 

Senator  Regan:  It  is  not  the  set  practice  of  your  office,  then, 
in  each  case  where  embezzlement  has  occurred  and  the  public  funds 
have  been  taken  that  you  get  ready  to  file  a  formal  complaint? 

Mr.  Windrem:  No. 

Q.  You  make  the  decision  yourself  as  to  whether  you  will  make 
the  complaint  in  writing  to  the  District  Attorney  or  whether  you 
will  talk  to  him,  say,  informally  ? 

A.  If  it  would  happen  in  a  new  county  where  I  had  never  had 
contact  with  the  District  Attorney,  I  think  I  would. 

Q.  Do  you  think  that  should  make  a  difference  ? 

A.  Yes,  because  *  *  *  after  I  have  already  presented  what  I 
thought  was  a  good  case  and  was  told  that  there  was  nothing  that 
could  be  done  about  it  and  that  they  didn't  think  the  Section 
could  be  made  effective  in  obtaining  prosecution.  I  didn't  see  any 
point  in — 

Q.  Well,  doesn't  the  Act  provide  that  you  shall  prepare  and 
present  to  the  prosecuting  authorities — 

A.  In  each  instance,  that's  correct. 

Q.  Well,  if  you  do  not  do  it,  then  you  are  not  abiding  bj-  the 
provisions  of  the  Act,  isn't  that  so? 

A.  I  think  you  could  say  that. 

PRIVATE   DETECTIVE   AGENCIES 

The  committee  found  that  the  State's  regulation  of  j)rivate  detective 
agencies,  like  that  of  collection  agencies,  is  hampered  by  a  lack  of  super- 
vision over  the  types  of  persons  employed.  This  has  resulted  in  undesir- 
able persons  infiltrating  the  field.  Questioned  on  this  problem,  Mr. 
Flynn  of  the  State  Bureau  of  Private  Investigators  testified : 

Mr.  Flynn:  Under  the  detective  licensing  law,  no  one  who  has 
had  a  prior  criminal  record  may  be  employed  by  a  detective  agency 
*  *  *  that  is  "knowingly"  employed.  So  that  actually  to  bring 
charges  we  would  have  to  prove  that  they  (the  employing  agency) 
knew  of  the  record. 
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TOOLS  OF  THE  TRADE-Los  Angeles  police  took  ihis  col- 
lection  of  picks,   files  and   ignifion   keys  from   one   of  fhe 
more  dubious  operators  in  the  auto  repossession  field. 
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Q.  Do  you  feel  that  tlie  law  in  that  respect  is  weak?  *  *  * 

A.  Yes,  I  do.  It  is  weak. 

Q.  Do  you  feel  that  the  law  has  allowed,  in  its  present  phrase- 
ology, the  employment  of  ex-convicts  or  criminal  elements?  *  *  * 

A.  Yes,  sir. 

Q.  And  you  feel  tliat  llio  word  "kiiowiiij^ly "  should  be  stricken 
from  the  code? 

A.  Yes,  sir. 

Q.  AVhat  does  your  dcjjarlmeut  do  with  rcjjard  to  attcmptin«r  to 
identif}'  the  employees  of  a  licensee? 

A.  Under  the  present  provisions  of  our  Act,  there  are  jio  controls 
over  the  employees,  just  the  principals,  the  licensees. 

Q.  No  controls  of  any  kind  ? 

A.  Xo,  sir.  *  *  *  There  is  an  investigation  made  of  the  priu- 
cijials  *  *  *  the  applicant  for  the  license  itself.  There  is  no  inves- 
tigation made  of  the  employees  at  all. 

AUTOMOBtLE   REPOSSESSORS 

Probably  none  of  the  groups  investigated  by  the  connnittce  was  found 
to  bear  a  worse  reputation  than  the  automobile  repossessors.  Their 
ranks  appear  to  contain  a  higli  percentage  of  so-called  "fringe  oper- 
ators" or  "wildcatters"  who  not  onlj'-  abuse  the  public  and  sometimes 
break  the  law  in  their  repossessions,  but  also  fleece  the  legal  owners  of 
the  vehicles  involved,  either  through  excessive  charges  or  by  reselling 
the  repossessed  automobile  and  embezzling  the  proceeds.  Some  of  these 
rojiossessors  conduct  their  business  from  a  state-licensed  detective  or 
collection  agency. 

On  the  matter  of  fees,  iVIr.  Flyini  was  asked: 

Senator  Regan:  Do  1  understand  that  there  is  no  state  regula- 
tion with  regard  to  what  fee  may  be  charged  in  the  automobile 
repossession  field  ? 

Mr.  Flynn:  That  is  right,  no  regulation  at  all. 

Q.  An  auto  repossessor  may  charge  wliatever  the  traffic  can  bear .' 

A.  As  far  as  tlie  state  law  is  concerned,  yes,  sir. 

Mr.  Edwards  of  the  State  Division  of  Collection  Agencies  was  (|ues- 
tioned  about  reported  violence  by  car  repossessors: 

Q.  lias  it  ever  come  to  youi-  attention  that  *  *  *  physical  vio- 
lence is  used  in  attempts  to  repossess  automobiles? 

Mr.  Edwards:  Yes,  sir.  *  *  *  ]  believe  they  have  physically 
and  forcibly  connnitted  the  act  of  kidnaping.  Also,  that  they  have 
broken  enclosures  and  were  guilty  of  breaking  and  entering  and  in 
some  other  instances  *  *  *  taking  the  ])ers()n  in  possession  of  the 
automobile  and  physically  throwing  him  ont  of  the  ear  in  order  to 
take  it  awav  from  him. 
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The  committee  heard  similar  testimony  from  Mr.  Edwin  V.  Franke 
of  the  Legal  Aid  Foundation,  TjOvS  Angeles.  Telling  of  case,s  that  had 
been  hronjTht  to  the  foundation  oftice,  he  said  : 

Mr.  Franke:  Kepossessors  liave  been  going-  into  garages,  tear- 
ing down  the  doors,  taking  a  crowbar,  causing  possibly  forty,  fifty, 
sixty  dollars  damage.  *  *  * 

Q.  In  a  case  of  that  kind  *  *  *  wouldn  't  you  turn  it  over  to  the 
police  department? 

A.  That  is  one  of  the  places  it  is  suggested  they  go,  and  to  the 
small  claims  (court).  Another  thing  *  *  *  they  frequently  pick  up 
personal  property  in  an  automobile  *  *  *  in  the  trunks,  the  glove 
compartments,  cameras — one  young  chap  was  going  to  junior 
college  and  had  about  $250  worth  of  equipment  that  he  used  in  an 
architectural  course  taken. 

Q.  Is  this  a  case  where  the.y  broke  into  private  property  ? 

A.  No,  they  picked  it  up  at  school,  off  the  school  parking 
grounds. 

Lieutenant  Frank  Cunningham  of  the  Los  Angeles  Police  Depart- 
ment was  asked : 

Senator  Regan:  Have  the  activities  of  auto  repossessors  come 
to  your  official  attention?  *  *  * 

Lieutenant  Cunningham:  Many,  many  times.  *  *  *  I  person- 
ally have  arrested  men  for  impersonating  officers  of  my  depart- 
ment, for  kidnapping,  I've  taken  badges  from  them.  *  *  * 

Q.  You  said  the  illegal  activities  of  the  individual  collector  or 
repossessor  *  *  *  is  known  to  the  group  that  is  in  the  repossessing 
field? 

A.  That  is  right.  They  work  together  and  swap  information. 
*  *  *  So  many  of  their  gimmicks  and  skip  trace  ruses  are  calcu- 
lated to  cause  trouble.  The  public  brings  them  to  our  attention,  and 
while  many  of  them  are  not  illegal  per  se,  they  do  require  police 
investigation.  This  is  just  some  of  the  information  I  have  picked 
out  of  the  file  in  these  seven  or  eight  folders.  This  *  *  *  should  not 
be  police  work.  It  should  be  regulated  by  some  agency  other  than 
the  police,  but  the  public  comes  to  us  and  we  have  to  do  something 
about  it. 

Lieutenant  Cunningham  told  of  certain  automobile  repossessors' 
practice  of  telephoning  persons  at  3  or  4  o'clock  in  the  morning  when 
trying  to  find  a  wanted  car — calling  persons  having  names  similar  to 
that  of  the  car 's  purchaser.  Said  the  lieutenant :  "  It  seems  to  work. 
These  people,  in  order  to  keep  from  being  harassed,  will  come  up  with 
the  right  answers  many  times." 

Another  tactic,  Lieutenant  Cunningham  said,  is  for  a  repossessor  to 
telephone  the  purchaser  and,  posing  as  an  employee  of  a  hospital  or  the 
Blue  Cross,  say  that  a  member  of  the  family  is  at  a  certain  hospital, 
seriously  hurt.  The  repossessor  waits  outside  the  hospital,  and  when  the 


48  COLLECTION  AGENCIES,  DETECTIVES  AND  LIQUIDATORS 

worried  father  or  mother  or  wife  arrives  and  goes  inside,  the  repos- 
sessor  seizes  the  parked  automobile. 

Further  details  on  the  methods  of  auto  repossessors  came  from 
Sergeant  Harold  Ginn  of  the  Los  Angeles  Police  Department,  Auto 
Theft  Division : 

Senator  Regan:  Do  you,  in  your  capacity  with  the  Los  Angeles 
Police  Department,  have  any  contact  with  automobile  repossessors? 

Sergeant  Ginn :  Yes,  I  do.  *  *  *  Any  violations  that  occur  that 
sliould  be  prosecuted,  I  handle  them.  *  *  *  I  have  prosecuted  as  to 
date  this  year,  five  (cases). 

Q.  IIow  many  complaints  would  you  say  you  liave  had? 

A.  *  *  *  I  get  numerous  complaints.  *  *  *  It  varies  all  the  way 
from  they  had  property  in  their  car  and  it  was  not  returned  to 
them,  and  that  they  are  up  on  their  payments  and  not  delinquent 

*  *  *  and  the  garage  was  broken  into  and  the  car  taken  away 

•  *  *  in  some  isolated  cases  they  have  been  assaulted.  *  *  * 

Q.  Do  you  feel  the  statutes  are  adequate  now  to  control  the 
activities  of  auto  repossessors? 

A.  No,  I  do  not.  *  *  * 

Q.  What  is  the  problem,  to  be  a  little  more  particular,  with  re- 
gard to  *  *  *  say,  the  stripping  of  a  car  and  repossession  of  it  ? 

A.  Oh  *  *  *  the  individual  had  property  in  the  car,  he  is  a 
journeyman  of  some  kind,  a  plumber  or  electrician,  and  all  his 
tools,  sometimes  it  amounts  to  several  hundred  dollars,  are  left 
in  the  car,  and  he  calls  to  get  his  tools  back  *  *  *  many  times  he 
does  not  get  any  response  at  all,  many  times  they  deny  knowledge 
of  any  tools  being  there.  *  *  * 

Q.  Any  additional  reasons  why  it  has  become  a  police  depart- 
ment problem? 

A.  The  type  of  personnel  employed  by  these  repossessors.  *  ♦  * 
A  big  percentage  of  them  have  criminal  records. 

Q.  We  had  some  testimony  this  morning  *  *  *  one  of  the  wit- 
nesses said  there  are  certain  legitimate  firms  and  there  are  the  so- 
called  wildcatters.  Now,  do  you  place  the  auto  repossessors  in  two 
such  categories? 

A.  Very  definitely. 

Q.  And  would  you  explain  to  me  the  activities  of  the  so-called 
legitimate  repossessor?  Just  how  does  he  operate? 

A.  *  *  *  He  Avill  follow  right  to  the  law  and  not  break  into 
anybody's  garage  *  *  *  or  if  there  is  any  property  (in  the  re- 
possessed car)  he  will  notify  the  owner  that  he  can  come  to  a 
certain  address  and  pick  it  up.  *  *  * 

Q.  How  about  the  fees  that  are  charged?  Are  they  uniform 
or  *  *  * 

A.  It  is  all  up  to  the  man's  ideas  himself,  the  individual  opera- 
tor, what  he  charges. 
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Q.  Ill  your  opinion,  does  the  automobile  repossession  business 
have  a  savory  or  an  unsavory  reputation  in  Southern  California? 
A.  In  my  experience  it  is  very  unsavory. 

Mr.  Raymond  Crigger,  deputy  public  defender  of  Los  Angeles 
County,  testified  as  follows: 

Senator  Regan:  Mr.  Cri^ger,  in  your  experience  with  the  pub- 
lic det'onder,  have  you  had  occasion  to  receive  complaints  about  the 
activities  of  auto  repossessors ? 

Mr.  Crigger:  Yes,  we  have  received  numerous  complaints  over 
the  last  few  years.  *  *  * 

Q.  Have  you  had  occasion  to  meet  any  of  the  so-called  wild- 
catters or  fringe  boys  in  the  business? 

A.  Yes,  we  have  had  some  ex])erience  with  them. 

Q.  What  is  your  opinion  as  to  (their)  general  reputations?  *  *  * 

A.  *  *  *  Even  though  some  of  the  organizations  may  not  be 
particularly  bad,  their  employees  apparently  are  irresponsible  and 
have  quite  a  tendency  to  petty  theft  and  grand  theft.  *  *  *  I  think 
the  State  has  a  definite  duty  to  regulate  the  business.  *  *  * 

Q.  Do  you  believe  the  regulation  should  be  statewide  rather  than 
on  a  local  level  ? 

A.  I  think  so,  yes. 

Q.  And  what  is  your  opinion  as  to  the  bonding  of  the  licensee 
by  the  State  ?  *  *  * 

A.  I  think  they  should  be  definitely  bonded,  by  a  good  heavy 
bond. 

The  committee  heard  further  corroboration  from  Mr.  Arthur  J.  Fitz- 
patrick,  supervisor  of  special  investigations  for  the  State  Department 
of  Motor  Vehicles.  He  was  asked : 

Senator  Regan:  Has  your  department  from  time  to  time  re- 
ceived complaints  as  to  the  activities  of  auto  repossessors? 

Mr.  Fitzpatrick:  Yes,  sir,  many  times. 

Q.  AVhat  w'ould  you  say  generally  about  the  nature  of  the  com- 
plaints ? 

A.  Breaking  and  entry  of  the  garage,  taking  the  car,  represent- 
ing himself  to  be  an  investigator  of  the  Motor  Vehicle  Department, 
things  of  that  nature. 

Q.  What  is  your  opinion  as  to  the  position  of  the  State  *  *  * 
with  reference  to  the  auto  repossessors? 

A.  I  feel  the  State  has  a  responsibility  in  licensing  these  people, 
perhaps  along  the  same  basis  that  automobile  salesmen  and  dealers 
are  licensed,  on  a  statewide  basis,  with  fingerprinting. 

Q.  Have  you  had  any  opportunity  to  look  into  the  type  of  em- 
ployee who  is  hired  by  the  auto  repossessor? 

A.  In  our  experience  they  have  often  been  people  with  criminal 
backgrounds.  Our  experience  is  limited  with  these  people.  *  *  * 
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Q.  At  the  present  time  eaii  the  Department  of  Motor  Vehicles 
ill  any  way  regulate  the  activities  of  the  auto  repossessor? 
A.  You  mean  from  a  manpower  situation? 
Q.  No,  from  a  legal  situation. 
A.  No,  sir. 

Not  all  detective  and  collection  agencies  and  automobile  repossessors, 
of  course,  are  equally  guilty  of  culpable  behavior.  A  few  of  the  Avorst 
offenders  were  mentioned  by  Mr.  Flynn,  of  tiie  State  Bureau  of  Private 
Investigators,  and  his  testinu»ny,  like  that  of  others,  nuule  it  clear  that 
a  bad  name  does  not  necessarily  mean  that  an  agency  Avill  be  forced 
out  of  business.  If  it  loses  one  kind  of  state  license  for  illegal  conduct, 
it  often  can  and  will  continue  to  operate  under  another  kind  of  license 
— a  situation  made  possible  by  divided  state  regulation.  During  his 
testimoii}'  Mr.  Flynn  Avas  asked : 

Senator  Regan:  *  *  *  The  name  of  the  National  Detective 
.Vgency  lias  been  used  here.  It  was  a  licensed  agency  *  *  *  under 
3'our  regulation? 

Mr.  Flynn:  It  was,  yes,  sir. 

Q.  The  license  was  revoked? 

A.  Yes,  sir,  on  July  25,  1957. 

Q.  And  what  was  the  reason  for  it? 

A.  There  were  a  number  of  counts  charged  *  *  *  impersonation 
of  an  officer  *  *  *  kidnaping  and  grand  theft  b\-  the  employees  of 
National  Detective. 

Q.  How  many  employees  did  this  organization  have,  do  you 
recall  ? 

A.  Approximately  five  or  six,  1  believe,  at  the  time  *  *  * 

Q.  As  far  as  the  law  is  today,  they  could  all  be  o|)erating  with 
badges,  could  they? 

A.  Yes. 

Q.  What  was  the  class  of  individual  who  was  employed  by  this 
National  Detective  Agency?  *  *  *  Were  they  criminals? 

A.  Some  of  them  were,  yes,  sir. 

Q.  People  Avho  luul  previously  been  couvirled  of  olVciiscs  against 
the  law  ? 

A.  Yes,  sir. 

Q.  And  yet  they  Avere  employed  by  licensees  of  the  State  in 
collection  work,  repossessing  and  similar  activities .' 

A.  That  is  right,  sir. 

Q.  Is  that  agency  operating  now? 

A.  Not  as  a  detective  licensed  agency. 

(^.   Is  it  operating  as  anything  else? 

A.  Yes,  sir.  I  believe  they  have  a  collection  agency. 

Q.  At  the  time  they  had  the  license  with  your  tlivision,  the 
detective  license,  they  also  had  a  collection  agency  license,  is 
that  it?  " 

A.  Yes,  sir. 
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Police  Lieiiteiiant  Cunningham  Avas  recalled  to  tlie  stand    foi-  this 
testimony  : 

Senator  Regan:  TIk^  uanios  of  a  couiilc  of  aijoncios  have  been 
brought  into  the  record  here.  One  is  the  National  Detective  Agency, 
and  the  other  is  the  National  Adjustment  Bureau.  Are  j'ou  fa- 
miliar with  one  *  *   *  or  both? 

Lieutenant  Cunningham:  Very  niiidi.  *  *  *  it  is  one  of  those 
outfits  that  has  done  everything  in  the  book.  They  have  used 
badges,  intimidated  people,  stolen  cars,  engaged  in  the  out-of-state 
automobile  racket  *  *  *  (For  this)  Mr.  Redke  is  currently  using 
a  teletype  and  *  *  *  inferring  that  his  is  a  subdivision  of  the 
State  of  California,  the  Title  Research  Division  of  the  Motor  Ve- 
hicle Department  or  something  like  that  *  *  *  In  that  way  he  gets 
information  concerning  the  title  of  a  car.  He  Avill  get  hold  of  the 
person  that  holds  the  title  and  infer  that  the  car  is  being  used  to 
haul  narcotics,  or  it  is  abandoned  and  all  beaten  up,  or  all  dirty 
and  looks  like  it  is  going  to  be  stripped,  and  so  forth.  Then  he  will 
get  permission  to  repossess  it  *  *  *  They  will  quote  a  fee,  usually 
thirty-five  dollars  plus  expenses.  Tn  Mr.  Redke 's  case  one  time  the 
expenses  ran  up  to  $1,100.  *  *  * 

Q.  "Was  he  (formerly)  one  of  the  principals  in  the  National 
Adjustment  Bureau? 

A.  No,  he  was  an  employee. 

Q.  And  the  National  Detective  Agency,  was  it  housed  in  the 
same  office? 

A.  One  and  the  same,  yes. 

Q.  And  the  National  Detective  Agency  was  licensed  by  the  State 
of  California? 

A.  It  was — — •  There  were  two  partners,  Milton  Eliasotf  and 
Julius  Spindler,  with  several  aliases. 

Q.  And  they  "vvere  the  principals  in  both  the  National  Detective 
Agency,  licensed  by  the  State,  and  the  National  Adjustment  Bu- 
reau, licensed  by  the  State  but  by  a  separate  department  ? 

A.  That  is  right. 

Q.  And  over  what  period  of  time  were  these  activities  going  on? 

A.  I  worked  on  this  particular  licensee  for  over  four  years. 

Q.  Would  you  say  that  it  w'as  common  knowledge  among  law 
enforcement  offices  the  type  of  activity  *  *  *  being  carried  on 
*  *  *  by  both  these  agencies  ? 

A.  Yes,  I  would. 

Q.  Do  you  know  whether  or  not  you  or  anyone  in  the  police 
department  called  this  to  the  attention  of  the  State  of  California? 

A.  Yes,  I  worked  very  closely  with  their  Detective  License  Bu- 
reau here,  with  Mr.  Flynn's  predecessor,  Mr.  Callahan.  And  we 
were  successful  in  prosecuting  Mr.  Redke. 

Q.  Was  the  activity  of  the  National  Adjustment  Bureau,  which 
probably  is  the  collection  agency,  called  to  the  attention  of  the 
State?  ^ 
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A.  Are  you  speaking  of  the  dottn-tivos? 

Q.  No,  I  am  talking  about  the  collection  part  of  it.  Mr.  Harry 
Edwards  is  here,  and  he  is  the  chief  of  the  division.  *  *  *  Did 
the  polii-e  department  ever  call  these  illegal  activities  over  a  four- 
year  period  of  time  to  the  attention  of  j\Ir.  Edwards'  department? 

A.  Yes,  I  have  discussed  it  with  ]\Ir.  Edwards. 

Q.  What  happened? 

A.  They  are  still  operating  as  a  collection  agency,  is  all  T 
can  say. 

The  committee  was  brought  up  to  date  on  the  whereabouts  of  Mr. 
Redke  by  Police  Sergeant  Ginn: 

Senator  Regan:  The  Angeles  Investigators,  700  North  Fairfax, 
Los  Angeles  *  *  *  is  operated  by  whom  as  the  licensee? 

Sergeant  Ginn:  Kemp  Niver. 

Q.  lie  is,  as  far  as  you  know,  licensed  by  tlie  State  of  California 
as  a  private  investigator  ? 

A.  That  is  correct. 

Q.  And  Redke  is  associated  with  this  organization  as  what? 

A.  He  is  the  operator  of  the  Angeles  Investigators.  He  operates 
it. 

Q.  And  what  does  the  licensee  do  ? 

A.  According  to  his  own  admission,  he  has  nothing  to  do  with 
the  business.  *  *  *  "We  have  had  a  number  of  complaints  on  the 
organization. 

Q.  Besides  this,  are  there  others  *  *  *  where  licensees  have 
been  acting  through  managers  who  are  unsavory  people  ? 

A.  There  are  some  others.  That  was  the  main  one  that  has  been 
bothering  us. 

The  story  of  how  auto  finance  companies  are  victimized  by  reposses- 
sors  was  recounted  bj^  ]\Ir.  Robert  P.  Keene  of  the  Los  Angeles  branch 
of  As.sociates  Discount  Corporation,  described  by  Mr.  Keene  as  the 
third  largest  auto  finance  firm  in  the  Nation  with  some  800  offices  from 
coast  to  coast,  lie  was  asked: 

Senator  Regan:  How  many  offices  do  you  have  in  California? 

Mr.  Keene:  We  liave  ])resently  six  offices.  We  have  only  been 
out  here  about  a  year  and  a  half. 

Q.  Prior  to  your  coming  out  here  *  *  *  how  did  you  operate 
your  business  in  this  State?  *  *  * 

A.  We  had  a  lot  of  business  out  here  Ix'cause  of  ])eoph^  moving 
to  California.  *  *  *  We  had  to  rely  on  repossessors  or  collection 
agencies  or  detective  agencies.  *  *  *  "We  used  ditferent  companies, 
and  it  seemed  like  every  one  we  used  *  *  *  charged  exorbitant 
fees,  so  we  switched  around  to  different  ones.  *  *  * 

Q.  Have  you  any  experience  (with)  legislation  in  any  other 
state  that  would  be  of  benefit  to  us? 
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A.  I  don't  know  of  any  other  regulations.  However,  where  I  have 
operated,  we  haven 't  had  the  condition  we  are  experiencing  here  in 
California.  I  do  think  regulations  should  be  made  to  regulate  fees 
and  tactics  in  repossessing  cars.  *  *  * 

Q.  Can  you  give  us  an  example  of  any  dealing  you  may  have 
had?  *  *  * 

A.  Well,  Ave  have  had  several  dealings  with  the  Redke  that  you 
have  been  talking  about  here.  *  *  * 

Q.  He  contacted  you  as  what,  an  individual? 

A.  As  the  Angeles  Detective  Agency.  *  *  *  We  had  a  '57  Buick 
worth  about  $1,800  and  he  charged  us  some  $400.  That  was  the 
last  one.  *  *  *  He  claimed  he  spotted  the  car,  and  he  gave  us  an 
itemized  list  as  to  what  he  did  *  *  *  three  men  staking  the  place 
out  around  the  clock  for  three  days  at  five  dollars  an  hour.  *  *  * 
It  all  added  up  to  four  or  five  hundred  dollars. 

Q.  You  had  no  way  of  knowing  whether  that  work  was  actually 
performed  ? 

A.  No,  we  had  no  way  of  knowing  it.  *  *  *  After  checking  up 
on  him,  we  found  that  he  was  not  legitimate.  *  *  *  He  told  us 
there  was  nothing  we  could  do  about  it  because  we  were  his  captive 
clients,  he  had  the  car  *  *  *  and  actually  there  wasn't.  We 
checked  with  our  attornej-s  and  different  agencies,  and  we  were 
advised  that  we  were  being  billed  for  professional  services  *  *  * 
and  there  was  no  way  to  govern  it  as  to  how  much.  *  *  * 

Q.  It  was  the  position  of  this  individual  that  since  he  could 
charge  for  professional  services,  he  could  charge  anything  the 
traffic  would  bear,  is  that  it? 

A.  That  is  right. 

Continuing  his  testimony,  Mr.  Keene  said  that  before  his  company 
opened  its  branches  in  California,  it  retained  the  California  Auto  Con- 
tract Adjusters  to  repossess  cars.  This  firm  has  offices  in  San  Francisco 
and  Los  Angeles.  Mr.  Keene  said  his  company  worked  with  the  San 
Francisco  office.  He  continued : 

Mr.  Keene:  *  *  *  We  have  been  using  them  for  two  or  three 
years.  *  *  *  They  repossessed  the  cars  for  us,  and  of  course  we 
authorized  them  to  sell  them.  Right  now  they  are  into  us  for  a 
little  bit.  *  *  * 

Senator  Regan :  Do  I  understand  that  this  licensed  agency  now 

owes  you  money  ?  *  *  * 

A.  That's  right. 

Q.  How  much  money  ? 

A.  Approximately  $75,000. 

Q.  Seventy-five  thousand  dollars !  And  have  you  made  any  at- 
tempts to  get  it  back  ? 

A.  Well,  we  are  working  on  it  now.  *  *  * 

Q.  Did  3-0U  turn  title  to  the  cars  they  repossessed  and  then  sub- 
sequently sold  *  *  *  was  the  title  turned  over  to  this  group? 
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A.  Tliat  is  ri-ht. 

Q.  How  do  they  i-onduct  the  sales?  *  *  * 

A.  Private  sales,  used  ear  lots,  and  so  forth. 

Q.  Were  they  offered  for  sale  to  the  general  public,  or  closed 
deals .' 

A.  To  the  used  ear  dealers  on  a  ^\•holesale  value. 

Q.  And  how  lony  has  it  been  since  they  owed  you  this 
money  *  *  * 

A.  That  I  can't  answer  because  we  just  got  into  it  here  a  short 
time  ago.  I  think  it  will  run  over  two  years'  time. 

Q.  When  did  you  discover  that  you  were  out  $75,000? 

A.  Well,  we  ke])t  pressuring  tlu'm  for  the  proceeds  of  the  sales 
of  these  cars. 

Q.  What  was  tiie  excuse  given  you,  why  you  didn't  get  it  ? 

A.  That  they  couldn't  clear  the  title  through  Sacramento. 

Q.  Did  you  subsequently  check  to  see  whether  that  was  true? 

A.  Xo.  1  think  it  was  more  or  less  our  ]iressure  on  them,  and 
finally  they  flew  into  South  Bend  and  admitted  they  owed  us 
$75,000  and  couldn't  pay  it. 

Q.  I  grather,  then,  they  actually  had  sold  the  cars? 

A.  That  is  right. 

Q.  They  kept  the  money  ? 

A.  That  is  right.  *  *  * 

Q.  Well,  as  a  conclusio]i,  do  you  feel  that  the  regulation  of  auto 
repossession  has  adefjuate  legislation  to  protect  a  client  like  you  ? 

A.  No,  I  don't.  I  think  some  regulation  should  be  made  as  to 
fees  and  tactics.  I  think  it  gives  the  business,  which  we  are  vitally 
interested  in.  a  very  poor  name.  *  *  *  I  think  that  the  general 
public  associates  finance  comjianies  and  i-epossessors  and  banks  all 
in  one,  which  should  not  be. 

Q.  *  *  *  Sliould  he  (the  repossessor)  only  be  allowed  to  just 
i-e]iossess  the  car,  or  do  you  feel  he  also  should  be  allowed  to  engage 
in  the  sale  of  the  car  ? 

A.  *  *  *  Our  conclusion  is  that  they  shouldn't  sell  the  car. 
Oftentimes  they  will  sell  the  car  to  a  friend  *  *  *  or  to  a  used 
car  lot  that  maybe  they  are  in  cahoots  with,  that  sells  it  for  less 
than  the  market  value. 

Q.  It  is  your  opinion,  then,  that  thei-e  is  collusion  in  these  eases 
where  there  is  repossession  and  an  ultimate  sale? 

A.  There  could  be.  *  *  * 

Q.   In  >"our  expcrieiu-e,  don't  \()u  find  tl;;it  lln't-e  is  ;• 

A .  There  is,  yes,  sir. 

i^.  Do  you  believe  regulations  witli  \hr  Stale  of  (  nlifoiiiia.  with 
adc(juate  bonds,  would  be  a  help?  *  *  * 

A.  Frf.m  our  exjierience,  a  good  heavy  boiKl  would  be  a  good 
thin"-  for  all. 
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Tlu>  iKH'd  I'or  stale  i-(><>ula1  ion  of  anto  rei)()ss(^ssors  Avas  o<'1io(m1  ])y  Mr. 
Walter  Atterbury,  assistant  chid'  iincslioator  for  tlio  Los  Aiipelos  Dis- 
trict Attonioy.   He  was  askod  : 

Senator  Regan:  Is  it,  in  yoiii-  ()i)ini()i),  dctrinuMital  to  allow  the 
auto  repossessor  to  engage  in  the  bnsiiu^ss  of  selling-  cars  without 
some  regulation  ? 

Mr.  Atterbury:  I  think  that  is  definitelj^  so,  sir.  *  *  * 

Q.  Is  it  your  oj)inion  that  for  the  protection  of  the  public  the 
anto  repossessing  business  re(iuire,s  regulation? 

A.  Yes. 

Q.  And  would  that  be  on  a  local  or  statewide  level? 

A.  I  think  a  statewide  level,  yes.  *  *  *  The  company  should  be 
licensed,  and  each  individual  they  employ  should  be  separately 
licensed. 

Division  Chief  Harry  Edwards,  on  the  stand,  reflected  the  desire  of 
the  collection  agency  owners  to  keep  their  industry  totally  divorced 
from  the  auto  repossessors,  both  legally  and  in  the  public  mind.  Mr. 
EdA\'ards  was  asked : 

Senator  Regan:  Is  tiiere  anything  in  the  Collection  Agency  Act 
which  would  give  you  authority  to  regulate  these  *  *  *  illegal 
activities  in  the  repossession  of  automobiles? 

Mr.  Edwards :  No,  there  is  not.  *  *  *  This  automobile  reposses- 
sion is  a  good  deal  like  the  story  of  Topsy.  It  just  grew  up  without 
any  parental  control  or  restraint.  It  isn't  a  collection  agency  busi- 
ness, and  it  is  my  personal  opinion  that  it  is  not  a  private  investi- 
gator 's  business.  It  is  a  separate  sort  of  activity  *  *  *  and  nothing 
that  you  could  add  to  the  Collection  Agency  Law,  in  my  opinion, 
would  tend  to  correct  the  situation,  because  it  would  be  harnessing 
on  to  that  department  something  that  does  not  fit  into  it.  *  *  * 

Q.  It  is  your  opinion  *  *  *  that  the  so-called  Topsy  business 
has  grown  to  such  proportions  that  the  Rtate  must  take  some  cog- 
nizance ot^icially,  legislatively,  of  the  practice  in  this  State? 

A.  Very  definitely.  *  *  * 

Q.  Is  it  3'our  opinion  that  unless  it  is  done  *  *  *  the  public 
will  continue  to  suffer  from  the  activities  of  these  auto  repossessors  ? 

A.  I  certainly  do,  Senator. 

Other  witnesses  opposed  divided  regulation  of  collectors,  detectives 
and  auto  repossessors.  One  of  these  was  Mr.  Jack  Hanna,  director  of 
the  State  Department  of  Professional  and  Vocational  Standards.  His 
testimony  follows : 

Senator  Regan:  AVe  would  appreciate  your  opinion  *  *  *  of 
a  collection  agency  having  a  license  with  the  State  and  a  detective 
agency  having  a  license  with  the  State,  but  in  effect  being  a  merged 
agency  (with)  common  ownership,  and  its  operation  is  in  the  field 
of  auto  repossession. 
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Mr.  Hanna:  Our  oxi^criciK-e  lias  indicated  tliat  tiic  common 
ownership  is  not  in  and  of  itself  the  root  of  the  problem.  *  *  * 
Well  over  90  percent  are  ethical  operators,  and  we  have  no  tronble 
with  them.  (Bnt)  there  is  always  the  bad  apple  in  the  barrel.  *  *  * 
The  problem  arises  from  divided  responsibility  between  the  col- 
lection agencies  and  the  detective  license  law. 

Q.  Well,  has  it  come  to  your  attention  that  there  have  been  some 
problems  on  the  fringe,  the  so-called  fringe  operators? 

A.  Oh,  yes.  *  *  *  I  think  it  would  be  a  mistake  to  see  automo- 
bile repossession  in  Motor  Vehicles,  and  collection  agencies  some- 
where else,  and  private  investigation  in  still  a  third  category. 
There  is  entirely  too  much  overlapping  of  activity. 

Q.  You  think  it  should  all  be  in  one  department? 

A.  Definitely. 

Q.  "Which  activities  should  be  regulated  and  placed  in  one  de- 
partment ? 

A.  All.  *  *  *  private  investigation,  insurance  adjustment,  col- 
lection, and  auto  repossession.  I  think  they  are  all  interrelated.  I 
think  there  should  be  separate  licenses  for  them,  but  I  think  one 
activity  (agency)  should  have  the  over-all  responsibility,  so  they 
can't  duck  back  and  forth  between  one  law  and  another.  *  *  * 

Q.  Assuming  that  the  Legislature  should  see  fit  *  *  *  to  place 
it  in  your  department,  do  you  feel  *  *  *  you  would  then  have 
housed  in  the  one  department  all  of  those  agencies  which  should 
have  common  regulation  under  state  law? 

A.  I  think  that  is  true,  yes. 

THE   "HAZARDOUS   RISK"    RACKET 

The  committee,  during  its  hearings  on  auto  repossessors,  heard  re- 
vealing testimony  about  the  inclusion  of  so-called  "hazardous  risk"  or 
"insecurity"  clauses  in  conditional  sales  contracts.  These  provide,  in 
general,  that  the  seller  may  repossess  the  goods  sold  whenever  he  has 
occasion  to  feel  insecure  about  the  buyer's  ability  or  intention  to  pay. 

Mr.  Franke  of  the  Tjcgal  Aid  Foundation,  Los  Angeles,  told  of  his 
organization's  exj^erience  with  such  cases: 

Mr.  Franke:  (Often)  we  find  tliat  repossessions  are  made  very 
(juickly.  We  have  had  a  number  of  situations  in  which  payments 
became  due  on  a  Saturday  and  Monday  morning  tlie  car  was 
picked  up  before  the  mail  had  been  delivered  at  the  office.  The 
payments  have  not  been  returned,  by  the  way.  *  *  *  Another 
problem  we  run  into  is  repossession  before  the  first  payment  be- 
comes due,  on  the  basis  that  the  seller  feels  insecure.  T  don't  know 
why  he  would  feel  insecure  five  days  after  he  has  collected  three, 
four,  five  or  eight  hundred  dollars  plus  a  car. 

Q.  Let's  elaborate  on  that  a  minute.  *  *  *  i  understand  that 
in  certain  conditional  sales  contracts  there  is  a  provision  that  if 
the  vendor  feels  insecure,  he  may  r('])oss(\ss  the  car. 
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A.  That  is  correct. 

Q.  Do  you  find  there  is  an  abuse  (at  times)  and  that  the  public 
suffers  by  reason  of  *  *  *  that  clause  in  the  contract? 

A.  I  would  say  so,  yes,  sir.  You  find  that  the  situation  has  not 
changed  one  bit  from  the  day  the  ear  was  sold.  On  the  day  of 
repossession  you  find  tlie  same  situation,  and  in  almost  every 
(case)  there  has  been  a  substantial  payment,  either  by  a  used  car 
being  traded  in,  or  cash,  or  both. 

Q.  And  in  these  instances,  do  you  find  that  the  vendee  who 
becomes  victim  of  that  phrase  in  the  contract  has  suffered  sub- 
stantially ? 

A.  Loss  of  job,  in  some  cases  *  *  *  their  families  suffer.  *  *  * 

Q.  Is  there  any  class  of  person  who  is  subject  to  this  kind  of 
abuse?  *  *  * 

A.  In  the  lower  income  classes,  primarily.  *  *  *  L  might  give 
you  an  example.  He  (the  seller)  claimed  he  had  heard  that  the 
person  was  going  back  east,  and  that  was  the  basis  of  the  reposses- 
sion. The  person  contended  he  had  a  job  *  *  *  working  at  it  every 
day  and  had  no  intention  of  leaving  the  State.  I  mean  their  (the 
repossessors')  excuses  are  as  flimsy  as  that.  *  *  *  You  have  this 
same  situation  in  furniture  and  TV.  *  *  *  It  is  a  growing  situ- 
ation. *  *  *  It  is  becoming  more  frequent.  Also,  on  out-of-state 
financed  cars,  people  come  here  and  in  a  short  period,  a  month 
or  two,  they  have  their  cars  repossessed.  We  have  evidence  that 
the  dealer  knew,  the  finance  company  knew  their  address  and  had 
communicated  with  them ;  there  were  no  payments  due  at  the  time 
of  repossession.  They  (the  cars)  get  into  the  hands  of  the  re- 
possessor  and  costs  are  added.  I  have  seen  three  hundred,  three 
hundred  fifty,  four  hundred  dollars  added  *  *  *  and,  oddly 
enough,  in  each  of  these  situations  there  has  been  quite  a  substan- 
tial equity.  *  *  * 

Q.  Well,  let  us  assume  from  your  experience  that  I  would  pur- 
chase on  a  conditional  sales  contract  with  a  furniture  company — 
say  I  would  furnish  a  living  room,  and  I  make  a  down  payment, 
and  the  furniture  is  delivered  to  my  house.  Now,  how  is  that 
company  going  to  get  possession  of  that?  Merely  by  saying  they 
are  insecure?  How  do  they  get  into  my  house  to  get  it? 

A.  Usually  ihey  appear  at  the  house  and  talk  the  people  into 
surrendering  it. 

Q.  Even  though  no  payment  is  due? 

A.  Even  though  no  payment  is  due.  *  *  * 

Q.  Why? 

A.  Many  of  them  (the  victims)  we  ask,  "Why  do  you  do  this?" 
And  they  say,  "I  don't  know." 

Q.  Are  these  so-called  legitimate  business  firms  in  Southern 
California  ? 

A.  *  *  *  If  3'ou  refer  to  long-establislied  department  stores,  we 
have  never  had  a  case  that  I  can  recall. 
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Q.  How  about  the  ones  tlmt  you  read  about  in  the  newspapers 
in  lar«re  ads,  the  ones  that  are  advertising  on  TV  and  on  radio, 
great  bargains  and  so  on   (aimed)   to  the  low-income  groups? 

A.  There  are  a  few  of  those. 

Q.     Would  you  say  that  *  *  *  it  is  a  common  ])ractii'e? 

A.  It  has  not  reached  the  proportions  of  a  common  practice,  but 
it  is  certainly  one  that  is  growing.  Like  many  of  these  things,  they 
start  off.  and  year  after  year  we  see  an  increa.se.  We  have  an  in- 
creased number  of  conn)laints. 

Q.  Do  you  think  that  the  evil  of  the  practice  would  be  removed 
if  a  court  order  was  rcfjuired  under  those  circumstances  where 
there  is  no  payment  due  ? 

A.     It  would  go  a  long  way.  and  possibly  cure  it  entirely. 

Mr.  Fi-anke  testified  tiuu-c  were  cases  where,  even  though  the  buyer's 
payments  were  up  to  date,  a  seller,  under  the  security  clause,  had 
repossessed  the  goods,  retained  the  down  payment,  resold  the  goods,  and 
then  attempted  to  collect  from  the  buyer  the  balance  due  under  his 
original  contract : 

Mr.  Franke:  *  *  *  ]  liavc  one  in  mind  now  where  *  *  *  some 
$400  worth  of  furniture  was  picked  up  within  three  months  and 
resold  for  $35,  and  they  are  asking  for  the  balance. 

Q.  Can  you  think  of  any  situation  where  it  would  meet  the  ends 
of  justice  that  (the  seller)  would  go  for  and  get  a  deficiency  judg- 
ment ?  *  *  * 

A.  No,  except  if  the  goods  were  badly  damaged  by  the  A-endee 
*   *   *    (or)  where  fraud  was  conunitted  in  obtaining  the  goods. 

The  connnittce  was  unable  to  dig  further  into  the  reported  abuses 
connected  with  hazardous  risk  clauses.  But  it  believes  the  matter  should 
be  pursued,  ]iossibly  with  additioiud  investigation  and  hearings,  and 
eventual  legislation. 


THE    1957   HEARINGS 

The  coniinittee  in  its  tlifoe-tlay  hearing?  during  the  constitutional 
reeess  of  the  1957  Legislature  inquired  primarily  into  the  regulation  of 
lirivate  investigators  and  debt  liquidators,  and  the  dual  operation  of 
colleetion  ageneies  in  connection  with  both  these  businesses. 

The  hearings  brought  out  numerous  instances  of  illegal  entry,  inva- 
sion of  privacy,  electronic  eavesdropping,  impersonation  of  law  officers 
and  other  abuses  by  so-called  fringe  operators.  The  committee  found 
that  the  persons  employed  by  detective  agencies  are  subject  to  no  screen- 
ing or  identification  procedure ;  this  has  resulted  at  times  in  the  hiring 
of  men  with  criminal  records.  The  connnittee  further  found  that  some 
agencies  uj)on  occasion  deliberate!}'  seek  out  skid-row  drifters  and 
other  dubious  characters  for  the  performance  of  unpalatable  one-time 
jobs. 

As  for  the  debt  liquidators  and  proraters,  the  chief  malpractices  in 
their  field  seemed  to  involve  misleading  advertising  and  doubling  as 
collection  agencies. 

False  advertising,  especially  on  television  and  radio,  has  been  used  to 
make  the  debt-ridden  think  the  proraters  can  prevent  wage  attachments, 
loss  of  jobs,  and  repossessions.  Phrases  like  "No  Security,"  "No  Co- 
signers" and  "Our  Low  Rates"  give  the  impression  that  the  prorater 
pays  creditors  from  his  own  funds,  asking  only  that  the  debtor  repay 
him  with  reasonable  interest.  The  facts  are  that  the  prorater  does  not 
' '  consolidate ' '  the  debts  and  pay  off  creditors  with  his  own  money ;  the 
debtor  continues  to  owe  each  and  every  creditor  severally,  regardless  of 
the  plan  the  operator  purports  to  offer.  The  unscrupulous  prorater 
attracts  the  debt-ridden  into  his  office  largely  for  the  purpose  of  collect- 
ing fees  from  them. 

The  committee  also  learned  that  several  firms  operate  a  debt  liquida- 
tion agency  and  a  collection  agency  under  the  same  roof  with  identical 
personnel.  The  prorater  end  of  the  business  acquires  from  the  client  a 
list  of  his  creditors.  Then,  acting  as  collectors,  the  agency  solicits  the 
creditors  to  assign  it  the  accounts  for  collection.  The  creditor  who 
refuses  to  hand  over  the  account  generally  finds  himself  at  the  end  of 
the  line  when  the  debtor's  payments  are  prorated. 

Further  information  on  these  subjects  appears  in  the  committee 
report  of  June,  1957. 

Some  of  the  abuses  uncovered  then  have  been  dealt  with  by  passage 
in  1957  of  the  Weinberger  bill  (Assembly  Bill  No.  1398).  It  is  the  com- 
mittee 's  opinion,  however,  that  further  legislation  is  required. 
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3.  RECOMMENDATIONS 

The  committee  recommends  legislation  be  enacted  that  would  accom- 
plish the  following  objectives  in  the  regulation  of  collection  agencies 
in  the  State  of  California  : 

•  That  administration  and  enforcement  of  the  Collection  Agency 
Law  be  transferred  from  the  Secretary  of  State,  who  lacks  facilities 
for  proper  adininistration,  to  the  Department  of  Professional  and 
Vocational  Standards. 

•  That  the  Collection  Agency  Board  be  retained  as  an  advisory 
body  to  the  Director  of  the  Department  of  Professional  and  Voca- 
tional Standards,  but  that  the  board's  five  members  be  appointed 
by  the  Governor,  and  include  at  least  three  members  not  connected 
Avith  the  collection  agency  business. 

•  That  the  Director  of  the  Department  of  Professional  and  Voca- 
tional Standards  be  authorized  to  employ  the  Chief  of  the  Division 
of  Collection  Agencies  and  such  other  staff  as  is  required  to  enforce 
laws  pertinent  to  the  industry. 

•  That  all  employees,  operators  and  owners  of  licensed  collection 
agencies  be  registered  with  the  Division  of  Collection  Agencies, 
this  registration  to  include  name,  photograph,  fingerprints,  and 
other  information  necessary  for  positive  identification. 

•  That  every  employee,  operator  and  owner,  when  on  agency  busi- 
ness, shall  carry  an  approved  identification  card,  which  he  must 
display  upon  request. 

•  That  the  use  of  aliases  sliall  be  prohibited. 

•  That  no  collection  agency  personnel  shall  use  badges,  uniforms, 
or  other  accoutremejit  tliat  miglit  give  the  impression  that  he  is  a 
law  enforcement  officer. 

•  That  tlie  present  bonding  provisions  be  strengthened  to  protect 
collection  agency  customers  against  loss  from  embezzlement  or 
gross  mismanagement  of  the  millions  of  dollars  lying  in  agency 
trust  accounts,  temptingly  easy  of  access.  One  possibility  would  be 
to  increase  the  bond  from  the  present  $5,000  to  at  least  $10,000, 
and  to  make  it  a  condition  of  the  agency  contract  with  the  bonding 
company  that  in  case  of  default,  the  State  Division  of  Collection 
Agencies  shall  take  steps  to  determine  the  amount  of  outstanding 
claims  against  the  bond,  and  the  bonding  company  sliall  hand  over 
to  the  State  Division  sufHcient  funds  to  nu^et  the  claims,  up  to  the 
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limit  of  the  bond.  Another  possibility  would  be  to  require  collection 
agencies  to  deposit  with  the  State  reasonably  sufficient  funds  to 
meet  claims  against  defaults. 

•  That  the  use  of  pseudo-govei'iimciital  forms  and  coinniunications 
to  entrap  the  debtor  be  forbidden,  and  that  all  forms  and  adver- 
tising used  by  collection  agencies  be  submitted  to  the  State  Division 
of  Collection  Agencies  for  approval. 

•  The  committee  recommends  legislation  to  banish  from  the  indus- 
try those  with  a  record  of  repeated  iUegal  or  immoral  actions  such 
as  embezzlement,  viok^nce,  impersonation  of  government  officials, 
and  other  serious  breaches.  The  committee  hopes,  further,  that, 
stricter  enforcement  by  state  officials  will  aid  the  industry  in 
purging  itself  to  rei)eat  offenders. 

•  The  committee  feels  that  the  State  Bar  Association  of  California, 
Avhich  has  jurisdiction  regulating  and  disciplining  attorneys,  should 
be  informed  of  the  unethical  practices  of  certain  attorneys  in  the 
collection  agency  field  and  a  thorough  investigation  made  to 
remedy  these  conditions. 

Regarding  private  detective  agencies  and  automobile  repossessors, 
the  committee  recommends  legislation  be  enacted  to : 

Require  a  screening  and  identification  system  for  all  personnel, 
similar  to  that  recommended  for  collection  agencies,  with  photo- 
graphs, fingerprints,  and  an  approved  identification  card. 

Prohibit  badges  and  all  other  devices  that  might  give  the  im- 
pression that  the  bearer  is  a  law  enforcement  officer. 

Increase  the  bond  required  by  agency  license  holders,  and  re- 
quire the  bonding  of  all  employees. 

Continue  responsibility  for  regulating  private  detective  agencies 
with  the  Department  of  Professional  and  Vocational  Standards. 

Place  responsibility  for  regulating  automobile  repossession  firms 
wdth  the  Department  of  Motor  Vehicles. 

The  committee  is  convinced  that  agencies  should  not  be  permitted 
to  assume  dual  or  triple  roles.  The  same  firm  should  not  be  both 
a  collection  agency  and  a  detective  agency,  or  a  detective  agency 
and  an  auto  repossession  company,  or  a  collection  agency  and  a 
debt  liquidator,  or  any  other  such  combination.  Multiple  roles  lead 
not  only  to  discrimination  and  conflicts  of  interest,  but  also  permit 
unprincipled  operators  to  evade  effective  state  regulation. 


4.  UNFINISHED  BUSINESS 

The  committee  makes  no  pretense  that  its  study  of  the  suhjects 
assifrned  to  it  has  been  exhaustive.  There  undoubtedly  are  many  dark 
spots  in  the  operations  of  collectors,  detect iA'es,  repossessors  and  debt 
liquidators  that  it  has  failed  to  uncover.  With  the  limitations  of  time 
and  statt*,  this  was  inevitable.  Further  investigation  would  expose  other 
abuses  that  could  be  corrected  by  proper  legislation.  The  committee 
already  is  aware  of  .some  of  these,  which  have  b(MMi  brought  to  its  atten- 
tion since  the  conclusion  of  its  hearings. 

The  regulation  of  collection  practices  in  certain  large  furniture,  jew- 
elry and  other  firms  that  maintain  their  own  collection  departments 
offers  a  complex  problem.  Yet  this  is  a  serious  trouble  spot  that  should 
be  examined. 

]\rany  j)ractices,  of  course,  are  difficult,  perhaps  impossible,  to  root 
out  by  legislative  action  alone.  One  of  these  was  brought  before  the 
committee  by  JNIr.  Robert  Bauer  of  the  Los  Angeles  Better  Business 
Bureau.  He  testified: 

Mr.  Bauer:  I  haven't  heard  anybody  mention  here  repossessions 
on  what  we  call  an  add-on  contract.  *  *  *  Somebody  goes  in  and 
opens  an  account  with  a  store,  a  furniture  store,  to  buy  a  dining 
room  set.  Just  before  it  is  paid  oflf — and  they  go  in  with  their 
weekly  payments  so  the  salesman  has  a  crack  at  them  every  week — 
they  sell  them  a  living  room  set,  a  bedroom  set.  Maybe  they  have 
sold  them  four  or  five  I'ooms  of  furniture  by  that  time.  All  of  them 
have  been  paid  off  but  a  little  bit  on  the  last  one.  Then  the  fellow 
loses  his  job.  All  of  the  pui-chases  have  been  i)aid  off,  but  it  is  a 
continuing  contract,  and  the  fellow  is  subject  to  repossession  on 
the  whole  thing.  The  average  i)erson,  if  he  knew  his  way  around, 
would  complete  one  contract  and  then  start  another. 

Q.  Do  you  find  that  the  language  in  the  contracts  is  such  that 
the  public  is  deceived? 

A.  The  public  just  doesn't  read  them.  ^Tost  of  these  peoph>,  as 
they  buy  aut(nuobiles  or  several  rooms  of  furniture,  are  making 
expenditures  greater  tlinn  normal.  They  are  excited.  When  it  comes 
time  to  sign  the  contracts,  they  don't  read  them.   *  *   * 

Q.  Do  you  have  a  suggestion  for  corrective  *  *  *  legisUition  with 
regard  to  this  add-on  contract  you  are  talking  about? 

A.  I  don't  think  I  have.  I  am  not  sure  just  how  it  should  be 
attacked.  1  do  think  it  would  be  helpful  if  something  could  be  done. 

Negro,  Mexican  and  other  minority  neighborhoods  provide  liunting 
grounds  for  various  racketeers.  Taking  advantage  of  thcii-  cnstomers' 
illiteracy  and  nnfamiliarity  with  business  forms,  the  salcsnum  may,  for 
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instance,  tell  thcin  verbally  that  they  can  buy  a  sewiiiji'  luachiiie  lor  ^2i) 
with  $2  down — but  the  paper  the  victim  sijjns  calls  for  numerous  extra 
charges  that  run  the  ultimate  purchase  price  to  maiiy  times  $20,  or  in 
many  cases  the  purcliaser  is  ]>ersuade(l  to  sign  a  blank  contract.  The 
victim  may  be  cajoled  into  trying  the  machine  for  a  few  days  free — but 
lie  signs  a  "receipt"  acknowledging  the  property  is  in  his  possession, 
only  to  learn  later  he  has  signed  a  sales  contract.  The  network  of 
payments  in  which  he  thus  becomes  involved  too  often  places  him 
eventually  in  the  hands  of  a  borderline  collection  agency. 

Some  will  dismiss  such  mean  swindles  as  inevitable.  They  will  dis- 
count attempts  by  the  State  to  regulate  them,  quoting  platitudes  about 
a  fool  and  his  money,  letting  the  buyer  beware,  and  there's  one  born 
every  minute. 

Certainly  the  State  cannot  legislate  thrift. 

But  the  committee  holds  to  the  firm  conviction  that  just  as  the  State 
has  a  responsibility  to  protect  the  weak  against  the  brutally  strong,  so 
it  has  a  duty  to  aid  tiie  innocent  against  the  cunning,  the  ignorant 
against  the  vicious.  The  unsuspecting  citizen  who  loses  his  home,  his 
job  or  his  savings  at  the  point  of  a  pen  is  just  as  much  the  victim  as  if 
he  had  lost  them  at  the  point  of  a  gun. 

To  this  end,  the  committee  believes  that  unscrupulous  practices  like 
those  described  in  this  report  should  be  subjected  to  constant  and  piti- 
less exposure,  both  through  continued  hearings  by  committees  of  the 
State  Legislature,  and  through  the  press  and  all  other  available  means. 

Publicity,  as  well  as  laws,  is  a  w^eapon.  Already  the  committee  has 
been  advised  that  several  fringe  operators  have  closed  their  doors 
because  of  the  glare  thrown  on  them  by  the  1957  and  1958  hearings. 
Continued  exposure  will  arm  the  public  so  that  it  can  recognize  and 
avoid  the  traps  of  those  remaining.  Exposure,  too,  will  stir  the  better 
elements  in  the  industries  concerned  to  drive  out  the  rascals  in  their 
midst,  and  it  will  create  public  demand  and  support  for  effective  legis- 
lation. 
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fication  and  Ln-estigation  of  the  Justice  Department,  the  Departments 
of  Motor  Vehicles  and  Professional  and  Vocational  Standards,  and  the 
Bureau  of  Private  Investigators. 

The  committee  also  would  like  to  thank  the  press,  radio  and  television 
industries  for  their  accurate  and  effective  work  in  keeping  the  public 
informed  of  its  activities. 
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LETTER  OF  TRANSMITTAL 

The  Senate, 
California  Legislature 

June  18,  1959 
Honorable  Glenn  M.  Anderson 
President  of  the  Senate 
and  Members  of  the  Senate 

Gentlemen  :  On  June  12,  1957,  Senate  Kesolution  No.  166,  creating 
the  Senate  Interim  Committee  on  Study  of  Districts  was  adopted  by  the 
Senate. 

This  resolution  directed  the  Senate  Interim  Committe  on  Study  of 
Districts  to  ascertain,  study  and  analyze  all  facts  relating  to  districts 
and  to  report  thereon  to  the  Senate,  including  in  the  reports  its  recom- 
mendations for  appropriate  legislation. 

Pursuant  to  the  terms  of  Senate  Kesolution  No.  166,  three  hearings 
were  held  by  the  committee  in  various  parts  of  the  State  to  receive  testi- 
mony on  special  district  problems.  In  addition,  a  questionnaire  was 
mailed  to  some  1,211  special  districts  within  the  State,  excluding  school 
districts,  in  an  effort  to  ascertain  what  special  problems  if  any,  were 
being  experienced  by  the  various  special  districts. 

Submitted  herewith  is  a  preliminary  report  based  in  part  upon  the 
testimony  received  at  the  three  hearings  and  upon  the  information  re- 
ceived in  response  to  the  committee's  questionnaire. 

Respectively  submitted, 

John  F.  McCarthy 
Vice  Chairman 
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PRELIMINARY  REPORT  OF 

SENATE  INTERIM  COMMITTEE  ON 
STUDY  OF  DISTRICTS 

WHAT  IS  A  SPECIAL  DISTRICT? 

The  term  "special  district"  applies  to  any  local  governmental  entity 
which  is  neither  a  city,  county,  township,  or  village.  Usually  a  special 
district  has:  (1)  a  resident  population  occupying  a  defined  area;  (2)  a 
legally  authorized  governing  body;  (3)  a  separate  legal  identity;  (4) 
the  power  to  provide  certain  public  services;  and  (5)  a  substantial 
degree  of  autonomy,  including  power  to  raise  at  least  a  part  of  its  own 
revenue. 

There  are  districts  in  every  state  in  the  United  States.  California  is 
exceeded  only  by  Illinois  in  the  number  and  total  expenditures  by 
special  districts.  Most  districts  are  organized  under  laws  of  general 
application  but  a  few  such  as  irrigation,  reclamation  and  flood  control 
districts,  are  provided  by  special  act. 

The  following  are  the  steps  that  are  normally  taken  in  organizing  a 
special  district : 

1.  Circulation  of  a  petition. 

2.  Submission  of  the  petition  to  a  local  governing  body,  usually  the 
county  board  of  supervisors,  which  agency  decides  on  the  legality 
of  the  petition  and  holds  public  hearings  on  the  proposed  district. 

3.  The  proposal  is  usually  submitted  to  a  vote  in  the  area  concerned. 

4.  The  local  governing  body  then  adopts  a  resolution  bringing  the 
district  into  legal  existence. 

Districts  are  governed  by  one  of  the  following : 

1.  An  independent  elective  board,  chosen  either  at  large  or  from 
subdivisions  of  the  district. 

2.  An  appointive  board,  generally  chosen  by  the  governing  body 
which  supervises  establishment  of  the  district. 

3.  An  ex  officio  board,  which  consists  of  the  county  board  of  super- 
visors or  the  city  council  serving  as  governing  body. 

4.  A  board  composed  of  selected  members  of  the  governing  bodies 
of  constituent  units. 

Annexation  of  additional  territory  to  an  existing  district  requires 
the  consent  of  the  district  and  residents  of  the  area  to  be  annexed. 
Consent  of  the  district  is  expressed  through  either  a  resolution  of  the 
governing  body  or  an  election,  and  approval  of  the  annexed  territory 
is  given  through  either  an  election  or  a  petition. 

Consolidation  is  provided  for  in  only  a  limited  number  of  laws.  Most 
consolidations  must  have  an  affirmative  vote  of  the  electorate  in  each 
district  concerned.  Some,  however,  may  be  effected  simply  through  ac- 
tions by  the  county  board  of  supervisors. 
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Dissolution  procedure  is  included  in  more  than  half  of  all  enabling 
laws.  These  provisions  are  generally  more  stringent  than  the  require- 
ments for  organization  and  frequently  involve  a  petition,  action  of  the 
governing  body,  and  an  election. 

As  a  general  rule,  state  control  of  special  districts  is  usually  weak, 
consisting  of  rather  perfunctory  supervision  or  periodic  reporting  to 
a  state  agency.  It  is  to  be  noted  hoAvever,  tluit  districts  organized  under 
the  Irrigation  District  Act  and  the  California  Water  District  Act  are 
exceptions  to  this  general  rule.  These  districts  must  submit  proposed 
bond  and  warrant  issues  to  the  California  District  Securities  Commis- 
sion for  examination.  This  commission,  a  state  agency,  is  made  up  of 
the  Attorney  General,  the  State  Superintendent  of  Banks,  the  State 
Engineer  and  two  district  officials  appointed  by  the  Governor. 

INTRODUCTION 

Pursuant  to  the  terms  of  Senate  Resolution  No.  166,  Chairman 
Johnson  called  a  series  of  meetings  of  the  committee  to  undertake  a 
study  of  district  problems.  The  first  meeting  in  this  series  was  held  on 
January  8,  1958,  in  San  Francisco. 

HEARING  OF  JANUARY  8,   1958,  SAN  FRANCISCO,  CALIFORNIA 

Chairman  Johnson  in  his  opening  remarks  pointed  out  that  members 
of  the  committee  were  cognizant  of  the  many  complexities  relating  to 
problems  being  faced  by  special  districts  in  California.  He  further 
pointed  out  that  these  problems  wore  so  numerous  and  varied  in  scope 
that  in  the  initial  stage  the  committee's  study,  to  be  effective,  should 
be  limited  to  those  problems  affecting  water  districts  and  to  the  sug- 
gested legislation  relating  to  water  district  law  wliich  had  been  drafted 
for  consideration  of  all  interested. 

Mr.  Ted  Stivers.  Executive  Secretary  of  the  California  District 
Securities  Commission,  was  the  first  witness  called  at  this  meeting.  In 
his  prepared  statement,  Mr.  Stivers  pointed  out  that  the  development 
of  water  resources  by  local  districts  organized  under  state  laws  has 
been  carried  on  over  the  years  with  a  high  degree  of  success,  but  that 
many  of  the  districts  have  experienced  serious  finaiicial  difficulties. 

In  Mr.  Stivers'  opinion,  tlie  existence  of  different  problems  and 
circumstances  in  various  areas  had  brouglit  about  the  enactment  of  a 
great  variety  of  general  and  special  district  acts  under  which  local 
agencies  are  organized. 

In  1955,  according  to  Mr.  Stivers,  there  were  approximately  30 
general  acts  and  40  special  acts  under  which  water  districts  have  been 
organized.  As  a  solution  to  the  problem,  I\Ir.  Stivers  made  the  following 
suggestion 

"I  feel  that  there  are  certain  advantages  whirh  will  accrue  to 
the  districts,  to  the  investors  in  district  securities,  and  to  the 
general  public  at  large  by  the  enactment  of  legislation  which  will 
l)rovide  uniform  procedures,  insofar  as  practical,  for  all  water 
districts  to  follow  in  those  matters  which  may  affect  the  financial 
condition  and  economic  soundness  of  the  ilistricts.  It  is  my  further 
belief  that  at  the  present  time  the  need  for  such  legislation  is 
more  critical  for  the  types  of  districts  primarily  concerned  with 
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agricultural  water  supply  ratlu'i-  than  districts  primarily  con- 
cerned with  domestic  or  municipal  water  supply." 

Mr.  Stivers"  comments  i-e<>arding  the  lour  proposed  pieces  of  legisla- 
tion relating-  to  districts,  which  were  prei)ared  hy  the  Office  of  the 
J^egislative  Counsel  at  the  committee's  request,  are  deemed  to  be  of 
suliicient  interest  that  they  are  reproduced  here  in  their  entirety. 

With  respect  to  Legislative  Kequest  No.  549,  an  act  to  add  Article 
2.5  (commencing  with  Section  245)  to  Chapter  2,  Division  1  of  the 
Water  Code,  relating  to  districts,  which  requires  the  Department  of 
Water  Resources  to  report  to  the  board  of  supervisors  on  the  feasibility 
of  all  districts  prior  to  formation,  Mr.  Stivers  is  quoted  as  follows: 

"It  is  my  opinion  that  this  proposal  is  highly  desirable  but  should 
be  modified  to  apply  to  only  those  types  of  districts  that  have 
the  authority  to  develop  or  supply  water — -to  those  types  of 
districts  with  agricultural  economy — authority  to  deliver  water 
for  agricultural  purj^oses." 

Legislative  Request  No.  549  appears  in  the  appendix  marked  Exhibit  A. 
Regarding  Legislative  Request  No.  550,  an  act  proposing  to  amend 
Section  2U0()o  of  the  Water  Code,  Mr.  Stivers  is  quoted  as  follows: 

"The  proposed  language  appears  to  broaden  the  definition  of  the 
types  of  districts  who  may  request  the  commission  to  approve 
bonds  for  certification.  I  can  see  no  objection  to  such  an  amend- 
ment. This,  in  fact,  broadens  the  language  presently  in  the  law." 

Legislative  Request  No.  550  appears  in  the  Appendix  marked  Exhibit  B. 

Legislative  Request  No.  554  proposes  to  amend  Sections  53890  and 

53892  of  the  Government  Code  relating  to  reports  by  local  agencies.  In 

commenting  on  this  particular  proposal,  Mr.  Stivers  is  quoted  as  saying : 

"It  is  my  understanding  that  this  is  required  if  the  proposed 
legislation  under  4  and  4a  is  atlopted,  which  provides  that  districts 
advise  the  Controller's  Of^ce  of  the  revenue  derived  from  the  de- 
livery of  water  whether  used  for  agricultural  or  municipal 
purposes. 

"I  can  see  no  objection  to  this  proposal,  assuming  that  what  it 
is  doing  is  going  along  jointly  with  item  4  or  4a." 

Legislative  Request  No.  554  appears  as  Exhibit  C  in  the  Appendix. 

In  commenting  on  this  particular  proposal,  Mr.  S.  T.  Russell  of  the 
Office  of  the  Controller  pointed  out  that  at  the  present  time,  when  in 
the  public  interest  it  is  determined  by  the  advisory  committee  and  the 
Office  of  the  Controller,  districts  must  make  a  financial  report  (operat- 
ing statement).  These  two  agencies,  according  to  Mr.  Russell,  now  re- 
quire all  districts  to  report.  However,  not  all  districts  are  reporting  and 
the  location  of  many  districts  thought  to  be  in  existence  is  not  known. 

Mr.  Milton  11.  Possons,  Chief  of  the  Division  of  County  Budgets  and 
Reports  in  the  State  Controller's  Office,  did  not  object  to  a  mandatory 
reporting  provision.  He  did  point  out,  however,  that  in  his  opinion  it 
would  not  be  desirable  to  dispense  with  the  advisory  committee  as  this 
committee  had  been  of  valuable  assistance  to  the  Controller's  Office  in 
the  formulation  of  policy. 
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111  resuming  his  testimony  JMr.  Stivers  siiggestctl  tliat  the  wording 
in  Section  53S9()  of  Legishitive  Reciuest  No.  544,  whieh  presently  reads 
"actually  delivering  water"  be  amended  to  read  "authorized  to  deliver 
water. ' ' 

Mr.  Stivers  further  suggested  that  Section  53892  of  the  same  proposal 
be  rewritten  defining  "revenue"  to  include  assessments  which  are  col- 
lected for  the  purpose  of  water  delivery. 

Regarding  Legislative  Request  No.  552,  which  appears  in  the  ap- 
pendix marked  Exhibit  D,  Mr.  Stivers  suggested  that  the  following 
language  be  substituted  for  that  now  appearing  in  Section  20002 (a)  : 

"Every  agricultural  type  water  district.  As  used  in  this  chapter, 
'agricultural  water  district'  nieans  any  district  deriving  or  expect- 
ing to  derive  more  than  50  percent  of  its  water  revenue  from  the 
sale  or  furnishing  of  water  for  agricultural  purposes  and  from 
assessments  levied  for  such  puri)oses. ' ' 

Mr.  Stivers  also  recommended  that  the  language  in  this  particular 
section  be  further  amended  to  include  irrigation  districts  aiul  California 
water  districts. 

In  commenting  on  Section  20045,  Mr.  Stivers  recommended  that  the 
language  in  the  section  be  deleted  and  the  following  added : 

"The  foregoing  limitation  shall  not  apply  to  revenue  bond  issues 
which  cannot  become  a  lien  upon  the  land  and  are  payable  solely 
from  revenues  to  be  received  from  sources  other  than  by  assess- 
ment upon  the  land  if  in  the  judgment  of  the  commission  the  pro- 
posed revenues  will  be  adequate  to  service  the  proposed  bond 
issue,  including  any  reserve  requirements. ' ' 

Mr.  Stivers  also  suggested  that  Section  20085  of  this  particular  pro- 
posal should  be  amended  to  indicate  the  nature  of  the  report  required 
of  the  Director  of  AVater  Resources.  In  this  connection,  he  suggested 
that  this  section  be  amended  to  read  as  follows : 

"Upon  completion  of  the  work,  the  director  shall  make  a  written 
report  to  the  commission  which  Avill  include  an  opinion  whether 
the  project  has  been  satisfactorily  completed  together  with  a  de- 
scription of  the  deficiencies  if  any  exist." 

In  commenting  on  Legislative  Request  No.  552A,  which  appears  in 
the  appendix  marked  Exhibit  E,  Mr.  Stivers  is  quoted  as  follows : 

"It  is  my  understanding  that  this  is  an  alternative  draft  to 
item  4  and  requires  commission  supervision  for  municipal  type 
water  districts  in  the  same  manner  as  proposed  for  agricultural 
type  water  districts.  I  feel  that  there  should  be  serious  consid- 
eration given  by  the  Legislature  to  the  financial  problems  of 
municipal  type  water  districts.  Certainly  some  type  of  financial 
supervision  consistent  with  agricultural  Avater  districts  would 
insure  to  the  investors  in  any  type  of  water  district  bonds  that 
the  bonds  meet  certain  minimum  standards  of  soundness.  The 
adoption  of  such  uniform  standards  should  have  the  effect  of  in- 
creasing the  confidence  of  the  average  investor  who  does  not  dis- 
criminate between  weak  and  strong  districts  and  should  result  in 
a  better  credit  rating  generally  for  all  types  of  water  districts. 
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''As  I  previously  stated,  however,  I  feel  the  need  for  supervision 
oyer  the  finaneial  affairs  of  miinieipal  type  districts  not  concerned 
with  agricultural  water  supply  is  not  a  critical  matter  at  this  time, 
but  the  problem  should  be  studied  and  such  legislation  should  be 
enacted  in  due  time  which  would  insure  uniform  minimum  stand- 
ards for  the  issuance  of  bonds  by  any  tyi)e  of  water  district  in  the 
State. 

"In  conclusion,  it  is  my  opinion  that  the  proposed  legislation, 
with  certain  modifications  and  as  applied  to  agricultural  type 
water  districts,  should  be  adopted  as  soon  as  possible  for  the 
benefit  of  the  districts  and  the  investing  public.  The  proposed 
legislation  concerning  municipal  type  districts  may  be  the  proper 
answer  to  the  existing  problems  but  I  feel  it  should  be  given  further 
consideration. ' ' 

Mr.  William  Siegel,  representing  the  County  Supervisors  Association, 
was  the  next  witness  called.  Mr.  Siegel  pointed  out  that  for  the  last 
four  years  his  association  had  been  concerned  with  special  district  prob- 
lems and  generally  with  the  type  of  special  districts  involved  in  urban, 
unincorporated  areas.  Mr.  Siegel  made  the  following  rather  general 
observations : 

1.  There  are  too  many  district  acts  and  that  a  need  exists  to  simplify 
them. 

2.  He  further  suggested  a  moratorium  on  the  formation  of  districts 
under  certain  acts. 

3.  He  also  commented  generally  on  the  problems  faced  by  counties 
in  an  effort  to  reduce  the  multiplicity  of  districts. 

4.  Mr.  Siegel  had  no  specific  recommendations  to  make.  However,  he 
did  assure  the  committee  that  the  various  proposals  would  be 
thoroughly  reviewed  by  his  association. 

The  next  witness  called  was  Mr.  Robert  Durbrow,  representing  the 
Irrigation  District  Association  of  California.  Mr.  Durbrow  commented 
generally  upon  the  district  problems  and  the  difficulty  his  association 
had  encountered  in  endeavoring  to  arrive  at  an  equitable  solution  to 
these  various  problems. 

Mr.  Durbrow  indicated  that  he  concurs  in  Mr.  Siegel's  suggestion  for 
a  moratorium  on  the  formation  of  districts  under  certain  acts,  at  the 
same  time  recognizing  that  such  a  procedure  would  result  in  hardship 
ill  individual  cases. 

As  a  solution  to  the  many  problems,  Mr.  Durbrow  is  quoted  as  sug- 
gesting the  following : 

"We  think  the  Legislature  should,  either  through  a  joint  com- 
mittee or  through  the  formation  of  some  sort  of  a  state  agency, 
which  we  don't  particularly  recommend — but  through  some  means 
the  Legislature  should  review  district  act  formation,  particularly 
new  district  act  formation,  and  possibly  all  district  legislation  and 
try  to  get  some  uniformity  or  direction  in  this  type  of  thing.  We 
would  prefer,  rather  than  any  new  body  formed  to  do  that,  that 
the  Legislatui-e  itself,  through  rules  or  through  a  committee  or 
something  of  that  sort,  review  a  little  bit  more  strictly  these  things. 
Perhaps  the  formation  of  this  committee  is  a  step  in  that  direc- 
tion." 
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Mr.  Robert  A.  Gardiner,  representing  the  California  Water  Associa- 
tion, was  the  next  witness  called.  Mr.  Gardiner  made  the  following 
recommendations  relative  to  the  various  legislative  requests  being  con- 
sidered : 

Legislative  Request  No.  549 :  "T  think  T  can  say  without  any  fear 
of  contradiction  that  the  California  Water  Association  will  very, 
very  strongly  endorse  that  with  respect  to  the  formation  of  any 
type,  not  particularly  water  prevailing  districts,  but  any  others 
having  to  do  with  flood  control  and  other  phases  of  water  prob- 
lems." 

Legislative  Request  No.  550:  Mr.  Gardiuci-  indicated  he  was  not  pre- 
pared to  make  any  statement. 

Regarding  Legislative  Request  Nos.  544  and  552,  Mr.  Gardiner  made 
the  following  suggestion : 

"In  the  reports  that  arc  I'cndered  now  by  many  agencies,  whether 
they  are  municipal  or  others,  we  have  a  breakdown  of  information 
submitted  by  city  irrigation  districts  and  by  special  districts.  We 
would  respectfully  suggest  that  it  be  set  up  by  statute,  that  en- 
largement of  this  information  be  incorporated  so  we  can  have  data 
with  criteria  as  to  the  source  of  water  supply  involved — whether 
that  is  by  permit  or  whethei-  by  i^rescriptive  tagging,  etc.  We 
certainly  feel,  because  of  the  terrific  impact  in  the  increase  of 
population — increase  in  demands  for  agricultural,  domestic  and 
industrial  consumption  of  water— that  we  are  having  an  ever  in- 
creasing problem  on  just  how  nuicli  people,  organizations,  or 
companies  can  take  from  any  water  source  in  California,  so  that 
if  we  have  a  breakdown  that  would  show  the  source  of  the  water 
by  those  classifications — the  nund)er  of  domestic,  industrial,  and 
consumers  served  and  also  the  rate  charged,  whether  it  be  an  in- 
dustrial rate  or  a  domestic  rate." 

In  reference  to  Legislative  Request  Xos.  552  ami  552A  ]\L'.  Gardiner 
said  that  his  association  would  certaiidy  hold  any  approval  of  these  two 
measures  in  considerable  abeyance  unlil  tlie  definitions  contained 
therein  are  more  fully  clarified  and  thoroughly  understood. 

Mr.  Richard  Carpenter,  Executive  Director  of  the  League  of  Cali- 
fornia Cities,  was  the  next  witness  called.  ]\Ir.  Carpenter,  in  his  open- 
ing remarks,  pointed  out  that  the  interest  of  his  association  was 
essentially  one  of  "relationshiji  with  districts."  He  mentioned  that  his 
association  had  suggested  that  perhaps  tliere  are  too  many  districts,  too 
many  overlapping  jurisdictions  and  that  an  attempt  should  be  made  to 
consolidate  and  /'or  eliminate  some  of  these  various  districts. 

Mr.  Carpenter  pointed  out  that  the  problem  exists  today  for  the 
simple  reason  that  these  districts  were  initially  created  out  of  the  need 
for  services  which  could  not  be  provided  by  any  other  level  of  govern- 
ment. 

According  to  ]\Ir.  Cai-pentcr,  tlie  priniar\-  i)i(ihlcni  of  his  association 
comes  about  witli  the  incoriioration  of  a  city  to  a  district  that  exists 
within  the  same  boundaries.  This  same  question  is  raised  when  a  city 
annexes  territory  in  which  a  district  is  functioning.  Li  this  connection 
'^U'.  Carpenter  suggested  the  enactment  of  a  uniform  law  applicable  in 
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all  cases  on  the  dissolution  and  Avitlidrawal  question  when  there  is 
either  an  annexation  or  incoi-poratioii.  In  this  ref>ard  Mr.  Carpenter 
is  qnoted  as  saying : 

"We  believe  this  connnittee  can  do  a  great  deal  to  be  of  assist- 
ance to  mnnicipal  government  by  bringing  about  a  uniform  pro- 
vision that,  possibly,  can  be  placed  in  the  Government  Code,  or, 
possibly,  in  each  of  the  kinds  of  district  acts  we  are  talking  about 
— those  providing  municipal-type  services,  which  would  have  the 
effect  of  giving  to  the  city  the  authority  to  have  that  portion  of 
the  district  withdrawn  from  the  district  and  included  in  the  city 
at  a  time  that  it  becomes  possible  for  the  city  to  provide  the  serv- 
ices. Of  course,  this  would  be  with  some  reasonable  and  propor- 
tionate distribution  of  assets,  so  that  the  people  who  are  being 
served  will  be  fairly  treated  in  every  ease. ' ' 

Mr.  Carpenter  also  commented  on  the  problem  raised  by  a  recent 
Supreme  Court  decision.  This  particular  case  involved  the  City  of  Taft 
and  the  question  was  whether  or  not  the  building  regulations  of  the  city 
were  applicable  to  the  construction  of  a  school  building  being  privately 
contracted  for  a  school  district.  The  superior  court  ruled  against  the 
city  and  said  the  State  had  pre-empted  the  field  and  that  the  city  regu- 
lations were  not  applicable  to  the  district.  This  decision  was  upheld  by 
the  District  Court  of  Appeals,  however,  it  was  sustained  when  appealed 
to  the  Supreme  Court  of  the  State  of  California. 

In  response  to  a  question  from  a  member  of  the  committee  regarding 
the  advisory  committee  to  the  Office  of  the  Controller,  Mr.  Carpenter 
indicated  that  in  his  opinion  the  committee  should  be  continued  as  it 
had  been  extremely  helpful  to  the  Office  of  the  Controller. 

Mr.  J.  Carl  Youngberg,  municipal  financing  consultant,  was  the 
next  witness  called.  In  his  presentation,  Mr.  Youngberg  expressed  op- 
position to  the  mandatory  provision  contained  in  Legislative  Request 
Nos.  552  and  552A.  Regarding  these  two  proposals,  Mr.  Youngberg  is 
quoted  as  saying : 

"Now,  these  things  can  be  carried  to  absurd  extremes.  But,  in 
the  beginning  I  do  not  see  how  you  can  eliminate  it  if  the  people 
are  going  to  have  what  I  consider  their  fundamental  right  to  organ- 
ize a  district  and  accomplish  an  objective  that  they  are  willing  to 
pay  for. ' ' 

In  his  concluding  remarks  Mr.  Youngberg  said  that  his  association 
was  opposed  to  mandatory  provision,  however,  it  is  not  against  having 
any  agency  available  to  assist  any  political  subdivision  that  wishes  to 
have  assistance  and  advice. 

The  last  witness  called  to  testify  was  Mr.  Ernest  Wilson.  Mr.  Wilson 
in  commenting  on  the  various  legislative  requests  being  studied,  said 
that  he  thought  Request  No.  554  was  an  excellent  one,  nor  could  he 
see  any  objection  to  tentative  draft  No.  550. 

Regarding  tentative  drafts  552  and  552A,  Mr.  Wilson  said  that  he 
did  not  believe  it  would  be  advisable  for  it  to  be  made  mandatory  for 
all  types  of  water  supply  authorities  to  have  to  certify  these  bonds. 
He  pointed  out  that  the  State  Banking  Code  does  not  require  that  all 
cities  certify  their  bonds  and  investments  for  savings  banks,  nor  do  they 
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attempt  to  regulate  or  control  in  any  wdy  the  future  economic  comhict 
of  the  city  once  it  has  a  bond  issue  certified. 

In  commenting:  on  pro  forma  bill  Xo.  ?iVJ.  Mr.  "Wilson  made  the  fol- 
lo\vin<r  rather  peneral  observation: 

This  bill  extends  to  all  entities  having'  power  to  supply  Avater  but 
heretofore  has  been  a  mandatory  provision  in  only  the  irrigation  dis- 
tricts. ""We  have  not  exploited  the  advantages  of  such  a  provision  if 
optional.  However,  there  does  appear  to  be  a  number  of  serious  (jues- 
tions  arising  primarily  from  the  mandatory  feature."  Mr.  Wilson 
pointed  out  the  following: 

1.  There  is  a  problem  of  staffing  and  housing  water  personnel. 

2.  This  proposal  would  enlarge  department  authority  beyond  that 
contemplated. 

8.  It  would  destroy  autonomy  in  the  local  formation  of  irrigation 
or  California  water  districts  and  districts  created  by  special 
acts,  which  has  always  been  based  upon  proceedings  conducted 
before  the  board  of  supervisors. 

4.  The  proposed  act  would  invade  i)rivate  endeavor. 

5.  The  proposed  act  would  unduly  slow  proceedings. 

6.  In  addition,  the  act  raises  numerous  questions  of  legality.  In  his 
concluding  remarks  Mr.  "Wilson  is  quoted  as  saying : 

"I  like  the  w'ording  of  Senator  Johnson — that  the  committee  is 
going  to  proceed  with  caution.  I'm  sure  that  any  substantial 
consolidation  or  appeal  would  produce  a  new  crop  of  acts  in  the 
years  to  come.  In  so  saying,  I'm  wholly  sympathetic  with  careful 
efforts  toward  uniformity.  Careful  consideration  must  also  be 
given  to  division  of  those  powers  that  should  be  centralized  in  the 
State,  and  that  local  autonomy  be  allow^ed  to  remain,  which  has 
been  so  well  conserved  in  the  political  development  of  the  State." 

HEARING  OF  MAY  6,   1958,  LOS  ANGELES,  CALIFORNIA 

The  second  hearing  was  held  in  Los  Angeles  on  May  6,  1958,  on  the 
proposed  legislation  as  it  was  presented  and  discussed  at  the  first 
hearing. 

We  will  not  elaborate  on  the  testimony  i)resentcd  at  the  Los  Angeles 
hearing  in  view  of  the  fact  that  it  was  repetitious  ami  the  viewpoints 
expressed  were  generally  the  same  as  those  at  the  San  Francisco  hearing 
with  respect  to  this  proposed  legislation. 

ACTION  TAKEN   AS  A   RESULT  OF   FIRST  TWO   HEARINGS 

Due  to  opposition  to  the  proposed  legislation  as  presented  at  the  first 
two  hearings,  the  committee  decided  to  sponsor  that  one  portion  of  the 
proposed  legislation  which  was  held  in  general  agreement  by  the  com- 
mittee and  the  witnesses,  and  which  has  been  put  in  the  form  of  Senate 
Bill  No.  623,  introduced  by  Senator  Williams.^  A  copy  of  this  bill  is 
appended  to  the  report  as  Exhibit  F. 

This  bill  was  endorsed  by  the  Irrigation  Districts  Association  of 
California  as  well  as  the  District  Securities  Commission  and  the  De- 
partment of  Water  Resources. 

'  This  bill  was  signed  by  the  Governor  on  July  3,  1959. 
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HEARING  OF  NOVEMBER  20  AND  21,  1958,  SAN  DIEGO,  CALIFORNIA 

The  third  meeting'  in  the  series  was  held  in  San  Diego  Connty  on 
November  20  and  21,  1958.  This  meeting  was  called  to  receive  testi- 
mony concerning  district  problems  affecting  San  Diego  County  which 
had  previously  been  called  to  the  attention  of  the  committee. 

Rather  than  paraphrase  the  testimony  presented  at  the  San  Diego 
hearing,  or  print  it  in  its  entirety,  we  have  re])roduced  here  an  itemized 
list  of  proposals  made  by  districts  in  San  Diego  County  which  were 
on  the  agenda  of  the  two-day  hearing. 

These  items  listed  below  are  indicative  of  the  multiplicity  of  prob- 
lems facing  districts  in  just  one  county.  These  district  problems  are 
not  peculiar  to  San  Diego  as  these  same  problems  were  reported  to 
the  committee  by  a  majority  of  the  counties  within  the  State. 

1.  An  advisory  or  information  center  is  needed. 

2.  Financial  strain  is  caused  due  to  funds  held  by  county  treasurers. 

3.  Laws  governing  districts  are  too  technical  to  understand  and 
too  difficult  to  locate. 

4.  A  different  provision  is  needed   for   election   of   new  directors. 

5.  The  method  for  consolidation  of  districts  needs  simplification. 

6.  Some  auditing  requirements  are  unnecessary. 

7.  Annual  auditing  costs  are  too  high  for  successful  operation  of 
small  districts. 

8.  Procedure  for  consolidation  is  unduly  expensive. 

9.  Inclusion  of  some  districts  and  areas  occurs  against  the  wishes 
of  both  districts  and  landowners. 

10.  Overlap  of  municipal  water  districts  with  California  water  dis- 
tricts should  be  prohibited. 

11.  Sinking  fund  requirements  for  payment  of  principal  on  some 
bonds  is  a  negative  action. 

12.  Suggested  legislation  submitting  municipal  water  districts  to 
the  jurisdiction  of  the  California  District  Securities  Commission 
should  be  defeated. 

13.  A  simplified  means  for  exclusion  and  annexation  of  districts  is 
needed. 

14.  Present  law  provides  too  many  options  and  too  much  leeway 
in  the  formation  of  districts. 

15.  Standardization  of  rules  and  regulations  governing  identical 
type  districts  is  necessary. 

COMMITTEE  QUESTIONNAIRE 

During  October  and  November  of  1957,  the  committee  staff  prepared 
a  questionnaire  which  was  mailed  to  officials  of  some  1,200  special  dis- 
tricts within  the  State  in  an  effort  to  ascertain  what  problems,  if  any, 
the  various  districts  were  facing  and  soliciting  their  comments  and 
suggestions  relative  to  the  effectiveness  of  present  statutes  under  which 
their  particular  district  operates.  A  copy  of  the  committee  questionnaire 
is  appended  to  this  report  marked  Exhibit  G. 

Replies  were  received  to  this  questionnaire  from  185  districts,  of 
which  86  stated  they  had  encountered  specific  problems  which  they 
felt  should  be  considered  by  the  committee  with  a  view  to  possible 
legislation  which  would  permit  the  districts  to  function  more  efficiently. 
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An  analysis  of  the  returns  reeeived  indieated  that  a  large  percentage 
of  the  problems  districts  were  experiencing  were  of  a  general  nature. 

PROBLEMS  OF  A   GENERAL   NATURE 

T.   Need  for  Centralized  Information  Center 

It  is  felt  by  most  of  the  districts  contacted  that  there  should  be  some 
centralized  ofifice  to : 

a.  Distribute  information  to  the  districts, 

b.  Maintain  n]->-to-date  mailing  lists  of  districts. 

c.  See  that  copies  of  legislation  relating  to  specific  districts  are  mailed 
to  the  districts  concerned  so  that  they  may  be  informed  on  what 
they  are  supposed  to  do.  (Obligations  are  under  law.) 

At  present  there  is  no  such  central  office  or  department  in  the  State 
of  California.  Lists  of  districts  which  are  available  are  frequently  obso- 
lete. For  example,  of  the  1,211  questionnaires  mailed  out  to  various  dis- 
tricts in  the  State,  many  were  returned  by  the  post  office  for  one  reason 
or  another.  In  addition,  many  of  the  districts  listed  have  no  mailing 
address  on  record  nor  are  the  names  of  the  officials  of  the  district  kept 
up  to  date. 

2.  Compliance  With  Bid  Provisions 

A  review  of  the  letters  received  indicates  that  a  great  deal  of  confu- 
sion exists  as  to  what  constitutes  compliance  with  notice  provisions  in 
reference  to  calls  for  bids  on  construction  work. 

3.  Problems  in  the  Administrative  Operation  of  Districts 

The  lack  of  comparative  data  relative  to  the  organization,  operation, 
maintenance  and  salaries  of  comparable  districts  is  noted.  Indicative  of 
the  need  for  comparative  information  of  this  type  is  the  fact  that  the 
Board  of  Directors  of  the  Fresno  Irrigation  District  in  an  effort  to  de- 
velop such  information,  under  date  of  November  22,  1957,  mailed  a 
questionnaire  to  all  other  irrigation  districts  in  the  State  in  order  to 
study  and  compare  the  organization,  operation,  maintenance  and  sal- 
aries of  the  Fresno  Irrigation  District  with  that  of  the  other  districts 
in  the  State  of  California. 

A  copv  of  this  questionnaire  is  appended  to  the  report  marked  Ex- 
hibit H. 

4.  Yearly  Auditing  Requirements 

A  great  many  districts  are  of  the  opinion  that  the  j'carly  auditing 
requirement  should  be  changed.  They  feel  that  it  places  an  unjust  ex- 
pense upon  the  small  districts  as  there  are  instances  where  the  cost  of 
the  audit  is  almost  as  much  as  the  district  revenue  for  the  year. 

As  possible  solution  to  the  ]irol)lem,  one  district  official  suggested  tlie 
following  auditing  system  : 

1.  Continue  annual  audit  requirements  as  presently  exist  with  the 
j)rovi.so  that  the  jirincipal  county  should  be  required  to  assume 
the  burden  of  cost. 
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2.  A.  For  districts  vot  levying  taxes: 

(1)  With  annual  operations  of  less  than  $500,  no  audit  re- 
quired. 

(2)  Annual  operations  from  $500  to  $5,000,  audit  required 
every  four  years. 

(3)  Annual  operations  over  $5,000,  annual  audit  required. 

B.  Districts  levying  taxes: 

(1)  Annual  operations  of  less  than  $5,000,  audit  every  two 
years. 

(2)  Annual  operations  over  $5,000,  audit  every  year. 

All  districts  required  to  file  a  brief  form  of  financial  operations  as  in 
the  past  with  the  State  Controller,  who  would  be  authorized  to  call  for 
a  special  audit  should  there  be  any  question  concerning  the  annual 
report  which  could  not  be  satisfactorily  explained  through  correspond- 
ence with  the  district. 

5.  Response  fo  Commiftee  Questionnaire 

The  League  of  California  Cities,  in  response  to  the  committee  ques- 
tionnaire, suggested  that  a  similar  questionnaire  be  sent  to  all  county 
and  city  governments  in  California  with  a  request  that  they  submit  to 
the  committee  a  description  of  the  problems  which  they  have  encoun- 
tered in  connection  with  district  operations  and  district  enabling 
statutes. 

Mr.  Tjewis  Keller,  Associate  Counsel  of  the  League,  in  a  Communica- 
tion to  the  committee  pointed  out  that  liis  association  was  familiar  with 
two  problems  of  a  general  nature  which  have  been  encountered  by 
California  city  governments  in  recent  years. 

According  to  Mr.  Keller,  one  such  problem  arises  when  a  city  an- 
nexes territory  which  is  within  a  special  district  providing  a  service  of 
a  type  also  provided  by  the  city.  When  such  territory  is  annexed  to  a 
city,  property  within  the  territory  is  usually  taxed  twice  and  served 
with  the  same  municipal  type  service  by  two  governmental  agencies. 

A  second  problem,  according  to  Mr.  Keller,  was  created  as  a  result 
of  the  Supreme  Court  decision  in  Hall  v.  City  of  Taft,  47  Cal.  2d  177. 
In  Mr.  Keller's  opinion,  the  unfortunate  possible  effect  of  the  decision 
in  the  Taft  case  is  that  most  special  districts  may  be  in  a  position  to 
ignore  zoning  and  other  regulatory  ordinances  of  California's  county 
and  city  governments.  This  problem,  according  to  Mr.  Keller,  was 
thought  to  be  remedied  by  Senate  Bill  No.  1547  of  the  1957  Session  of 
tlie  Legislature.  This  bill  was  assigned  to  Rules  Committee  for  reference 
to  an  appropriate  interim  committee  for  study. 

6.  Duplication  of  Reporting 

Many  of  the  district  of^cials  responding  to  the  committee  question- 
naire indicated  that  at  the  present  time,  in  addition  to  reporting  to 
the  California  District  Securities  Commission,  they  must  provide  the 
Office  of  the  State  Controller  with  the  same  information.  These  officials 
are  of  the  opinion  that  something  should  be  done  to  eliminate  this 
duplication  of  reporting. 
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7.  Inadequacy  of  Funds 

In  response  to  the  comraittee's  questionnaire,  several  district  officials 
pointed  out  that  their  districts  are  autliorized  to  request  loans  from 
county  boards  of  supervisors.  However,  in  many  of  the  smaller  counties, 
sufificient  money  is  not  available  for  allocation  by  the  boards.  As  a 
solution  to  this  problem,  several  of  the  district  officials  su*rgested  that 
state  funds  should  be  made  available  to  small  districts  on  a  long  term 
loan  basis  for  a  nominal  rate  of  interest. 

8.  Changes  in  the  Election  Procedures 

Several  district  officials  expressed  tlie  opinion  that  there  should  be 
a  change  in  the  election  procedure  to  provide  for  a  predetermined 
filing  date  for  a  specified  time  for  those  wishing  to  run  for  various 
offices.  If  no  one  filed,  the  election  would  be  unnecessary  and  the  posi- 
tion would  be  filled  by  appointment  of  the  Board  of  Directors.  This 
would  save  the  unnecessary  expense  of  holding  an  election  when  there 
is  no  candidate  wliicli  is  required  under  the  present  law. 

9.  Nonfunctioning  Districts 

In  looking  into  the  history  of  many  small  districts  some  of  which 
were  formed  as  early  as  1920,  the  committee  found  that  a  few  of  these 
were  still  in  existence  and  to  this  date  have  never  performed  the 
function  for  which  they  were  formed.  These  districts  have  tax  monies 
which  are  drawing  interest  and  they  have  incurred  expenses  solely 
for  the  cost  of  administration  of  the  district.  It  would  appear  that 
districts  of  this  type  should  be  dissolved.  Stanislaus  Public  Utility 
District  is  a  typical  example  of  a  special  district  which  falls  into  this 
classification.  Appended  as  Exhibit  I  is  a  letter  to  the  chairman  of  the 
committee  from  Mr.  Ed  Whitmore,  Treasurer  of  the  district.  This 
letter  outlines  in  some  detail  the  circumstances  associated  with  the 
formation  of  this  particular  district  and  a  statement  relative  to  the 
district 's  present  status. 

70.  Allegations  of  Unlawful  Acts 

It  is  interesting  to  note  that  in  answer  to  the  questionnaire  sent  by 
the  committee  to  all  special  districts  within  the  State,  the  staff  re- 
ceived statements  from  officials  of  several  districts  alleging  in  certain 
instances  that  malpractice,  fraud  and  the  use  of  money  for  private 
purj>oses  is  noAV  occuring  witliin  some  of  these  districts.  Certainly  the 
veracity  of  these  allegations  should  Ix^  investigated  by  the  proper 
authorities. 

Ill  ndditioii  In  tlic  ■■ilioxc  in-Mhlcnis  of  a  <;eii<'r:il  iiatiin-,  tliiTc  were  iiulications  of 
(liffiriiUics  hoinj;  met  wliich  wore  uiii(|ti(>  to  tho  iiarticular  typo  of  district.  Tiie  fol- 
lowing is  a  brief  siiiiiniarizntion  of  thi'so  diflicultics  as  exprossed  by  the  offioial.s  of 
the  various  districts : 

CEMETERY   DISTRICTS 

1.  It  was  proposed  that  the  law  should  be  amended  lo  [XMinit  married 
chiklren,  their  spouses  and  grandchildren  to  be  interred  in  family 
jilots.  Apparently  under  certain  circumstances,  as  the  law  now  exists, 
this  is  not  possible.  In  any  event,  a  great  deal  of  confusion  exists  in  the 
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iniiuls  of  eeiiu't(M'y  district  of'Heials  as  to  who  has  the  right  to  be  buried 
ill  a  particular  cemeteiy. 

2.  Uuder  the  existiug  hiw  uo  provision  for  salary  is  made  for  board 
members  who  work  for  the  district.  Apparently  this  is  done  at  the 
present  time  on  a  volunteer  basis.  Under  these  circumstances  several 
of  the  district  officials  sugjrested  that  the  hiw  be  amended  in  such  a 
manner  that  one  of  the  board  members  coukl  be  appointed  Executive 
Secretary  for  the  district  and  in  this  capacity  receive  a  stipulated 
salary. 

COMMUNITY  SERVICES  DISTRICTS 

1.  The  board  of  directors  of  a  community  service  district,  in  the 
opinion  of  many  such  district  officials,  should  not  be  elected  at  the 
same  election  called  to  formulate  a  district. 

2.  Provision  should  be  made  to  finance  the  operation  of  a  newly 
formed  district  during-  the  initial  stage  when  the  district  is  lacking 
in  funds. 

3.  A  higher  minimum  pay  scale  should  be  set  for  the  directors  of  a 
district.  This  might  be  subject  to  the  vote  of  the  people  at  a  general 
election. 

4.  All  newly  formed  districts  should  be  advised  of  those  services 
which  are  available  to  them  from  the  State  of  California. 

5.  Legislation  should  be  adopted  requiring  all  private  water  service 
companies  to  install  adequate  water  supply  mains  and  reserve  water 
reservoirs  as  recommended  bj'  the  Board  of  Fire  T^nderwriters  before 
a  franchise  is  given  to  them. 

6.  All  single  surpose  districts  should  be  consolidated  into  community 
service  districts  when  a  determination  has  been  made  that  it  is  not 
feasible  to  annex  to  a  city. 

7.  It  is  felt  that  community  service  districts  should  be  able  to  use 
county  road  equipment  at  cost  in  districts  where  no  other  road  repair 
service  is  available. 

8.  Community  service  districts  should  be  allowed  to  broaden  their 
services  to  include  street  and  alley  improvement  work  in  cases  where 
no  other  agency  offers  this  type  of  service. 

FIRE  DISTRICTS 

1.  Fire  district  board  members  should  be  required  to  be  residents 
of  the  fire  protection  district  and  actually  live  therein  a  stated  per- 
centage of  time.  The  law  at  present  reads :  no  person  shall  hold  office 
on  the  district  board  unless  he  is  a  voter  of  the  district. 

2.  Existing  law  should  be  amended  to  authorize  the  district  to  adopt 
fire  prevention  ordinances  and  also  authorize  officers  of  the  fire  depart- 
ment to  issue  citations  for  violations  of  these  ordinances. 

3.  Cost  of  auditing  which  at  the  present  time  is  required  by  law  is 
paid  for  by  the  district.  Some  district  officials  feel  that  these  required 
audits  should  be  performed  by  the  county  auditor  at  no  cost  to  the 
district. 

4.  Several  district  officials  complained  of  lack  of  authority  to  enforce 
installation  of  sufficient  and  proper  water  hydrants  and  water  mains 
in  the  immediate  vicinity  of  new  schools. 
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5.  Some  officials  expressed  the  opinion  that  the  consolidation  of  fire 
districts  would  be  detrimental  to  fire  service.  In  the  districts  iitilizin<r 
paid  and  volunteer  personnel,  it  was  felt  that  the  elements  of  local 
pride  and  esprit  de  corps  would  be  lost,  thus  losing  very  valuable  vol- 
unteer manpower  and  increasing  the  cost  of  operations  of  the  district. 

6.  It  was  also  suggested  that  many  of  the  very  small  fire  districts 
should  be  consolidated  to  make  it  possible  for  them  to  have  finances 
adequate  to  bu}'  proper  equipment,  or  it  should  be  made  mandatory 
that  all  property  owners  whose  property  lies  between  such  small  dis- 
tricts should  become  part  of  the  assessed  valuation  of  the  district. 

7.  Others  responding  suggested  that  fire  chiefs  should  be  given  more 
authority  and  should  not  be  placed  under  the  jurisdiction  of  the  board 
of  commissioners,  the  individual  members  of  which  maj^  or  may  not  be 
familiar  with  modern  fire  fighting  techniques. 

8.  (Still  others  pointed  out  that  at  tlic  ])resent  time  it  is  extremely 
difficult  to  find  individuals  wlio  will  give  of  their  time  and  pay  their 
own  expenses  to  serve  as  directors  of  a  fire  district.  For  this  reason,  it 
was  suggested  that  directors  of  fire  districts  who  must  of  necessity  do 
a  certain  amount  of  travel  be  allowed  adequate  travel  allowance. 

FIRE  PROTECTION  DISTRICTS 

1.  The  Rocklin  Fire  Protection  District,  in  response  to  the  conmiittee 
questionnaire,  indicated  that  the  only  problem  that  it  is  facing  is  the 
availability  of  manpower  to  establish  a  volunteer  fire  district. 

2.  It  was  also  suggested  that  legislation  be  enacted  empowering  local 
fire  districts  to  construct  and  maintain  needed  fire  stations  in  zoned 
residential  areas  regardless  of  the  local  zoning  ordinance  and  without 
the  approval  of  the  county  planning  commission. 

3.  At  the  present  time  only  incorporated  areas  may  be  taken  into  a 
fire  protection  district.  Several  district  officials  responding  to  the  ques- 
tionnaire suggested  that  the  law  be  amended  to  permit  the  inclusion  of 
incorporated  cities  within  a  fire  protection  district, 

HARBOR  DISTRICTS 

1.  The  law  should  be  revised  requiring  that  district  books  be  set  up 
when  a  district  is  formed  instead  of  waiting  until  the  first  yearly  audit. 

HOSPITAL   DISTRICTS 

1.  At  the  present  time  tlie  law  provides  that  hospitals  cannot  deny 
the  right  of  use  of  district  hospitals  to  osteopaths.  For  this  reason  one 
hospital  district  responding  indicated  that  the  hospital  had  been  denied 
accreditation  by  the  Joint  Commission  of  Accreditation  and  member- 
ship in  the  American  Hospital  Association. 

2.  Hospital  employees  should  be  olfered  a  form  of  tenure  comparable 
to  that  atforded  school  teachers. 

8.  The  appointment  procedures  of  a  newly  formed  district  should 
guarantee  a  minimum  appointment  of  one  year  for  members  selected 
for  the  first  board,  rather  than  to  necessitate  a  reappointment  or  an 
election  to  fill  vacancies. 
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IRRIGATION   DISTRICTS 

1.  It  was  suggested  by  officials  of  one  district  that  a  system  of  con- 
solidation of  districts  for  the  purchase  of  water  should  be  provided  for. 
Water  must  be  purchased  from  the  Bureau  of  Reclamation  by  March 
1st  and  in  some  instances  this  has  caused  overpurchasing  of  water  and 
unnecessary  expense  to  the  district. 

2.  It  is  felt  that  there  should  be  provision  in  the  Water  Code  for 
excluding  land  once  the  district  is  formed. 

3.  A  state  field  representative  should  be  available  to  attend  meetings 
of  irrigation  districts  to  give  technical  advice  and  assistance. 

4.  The  Water  Code  requires  that  a  description  of  land  must  be  given 
in  the  publishing  of  delinquent  tax  lists.  It  is  suggested  that  there 
should  be  some  means  of  using  the  plat  numbers  assigned  by  the  county 
assessor's  office  or  some  similar  way  of  identifying  the  property,  which 
would  greatly  cut  the  cost  of  publishing  the  delinquent  list. 

LEVEE  DISTRICT 

The  Protet'tivo  District  Act  should  be  amended  so  as  to  enable  the 
district  to  follow  county  election  and  tax  procedures. 

LIBRARY  DISTRICTS 

Officials  of  one  district  expressed  the  opinion  that  annual  elections 
are  expensive  and  unnecessary  since  the  trustees  are  generally  re- 
elected. A  longer  term  of  office  and  elections  every  two  years  was  sug- 
gested for  a  greater  degree  of  efficiency.  In  large  districts  it  is  felt  a 
board  of  more  than  three  members  might  be  desirable. 

MEMORIAL  DISTRICTS 

Under  the  present  law  it  is  not  possible  to  change  the  names  of 
memorial  districts  once  established.  It  was  suggested  that  the  existing 
law  be  amended  to  permit  such  a  name  change,  if  that  is  the  desire  of 
^:he  district. 

PARK  AND  RECREATION  DISTRICTS 

1.  It  was  suggested  that  a  study  be  undertaken  of  the  conflicting 
provisions  of  the  Public  Resources  Code  and  the  Government  Code  as 
they  relate  to  the  laws  governing  election  of  members  of  boards  of 
directors. 

2.  Districts  should  be  allowed  to  maintain  local  bank  accounts  in- 
stead of  having  to  go  through  the  county  auditor  with  warrants. 

3.  There  is  lack  of  understanding  regarding  the  relationship  between 
existing  parkway  districts  and  newly  incorporated  cities. 

4.  Districts  are  operating  in  one  area  in  a  manner  based  on  one 
legal  opinion,  and  in  another  area  based  on  another  legal  opinion;  all 
interpretations  of  the  same  law.  This  is  particularly  true  of  elections. 
It  is  felt  that  there  should  be  some  method  of  disseminating  the  Opin- 
ions of  the  Attorney  General  to  all  interested  agencies  instead  of 
only  to  the  agency  requesting  the  opinion. 
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PEST  ABATEMENT   DISTRICTS 

1.  Fly  control  should  not  he  a  function  of  a  pest  abatement  district. 
This  is  a  local  ])rob](Mn  and  if  desired  by  local  taxpayers,  a  separate 
tax  should  be  established. 

2.  The  district  tax  rate  should  be  increased  because  operating  costs 
today  are  nmeh  liijiher  than  in  lO^O,  -when  the  enablinfr  statute  was 
created. 

3.  It  was  also  su^igested  tiiat  the  tlcduction  of  15  percent  for  antici- 
pated tax  delinquencies  should  be  reduced  to  10  percent  because  ex- 
perience has  shown  that  such  delinquencies  seldom  exceed  2  percent  or 
3  percent. 

4.  OAvners  of  land  outside  a  mosquito  abatement  district  should  be 
compelled  to  abate  nuisances  caused  by  the  breeding  of  mosquitoes 
in  surrounding  property 

5.  studies  on  mosquitoes  and  insecticides  should  be  done  by  some 
central  agency,  preferably  a  state  agency.  It  is  economically  unsound 
to  have  individual  districts  making  studies  of  insecticides  and  mos- 
quitoes. Newer  and  more  toxic  insecticides  coming  into  use  should  be 
thoroughly  field  tested  by  an  agency  with  specially-  trained  personnel. 

6.  Some  provision  should  be  made  for  annexing  small  ''islands"  of 
uncontrolled  area,  either  adjacent  to  a  district  or  within  logical  opera- 
tional range,  without  resorting  to  petitions. 

7.  The  per  diem  expense  allowance  for  board  members  should  be 
increased  from  $10  to  $25. 

8.  The  district  boai'd  should  be  given  authority  to  delegate  the  sign- 
ing of  wage  warrants.  Locating  the  proper  board  members  each  time 
a  payroll  is  made  up  is  time  consuming  and  often  inconvenient  for 
those  charged  with  the  responsibility. 

6.  There  is  confusion  as  to  whether  current  statutes  include  the 
words  "flies  or  other  insects"  and  "or  in  territory  not  in  the  district 
but  so  situated  with  respect  to  the  district  that  mosciuitoes,  flies,  or 
other  insects  from  such  territory  migrate  into  the  district." 

PORT  DISTRICTS 

1.  Port  districts  shoidd  be  allowed  to  finance  construct  ion  of  inconie- 
l)roducing  terminal  facilities  through  the  medium  of  revenue  bonds 
rather  than  general  obligation  bonds. 

2.  There  should  be  authorization  for  setting  up  some  form  of  ])ension 
])lan  for  district  employees. 

PUBLIC   UTILITIES   DISTRICT 

1.  Bidding  procedure  for  construction  work  should  be  clarified  by 
providing ; 

(1)  The  amount  of  notiee  and  the  nund)ei'  of  times  that  a  construc- 
tion bid  must  be  advertised. 

(2)  Under  what  circumstances  ])urchases  of  personal  property  nnist 
be  under  bid  and  the  requirements  pertaining  to  the  advertising 
therefor. 

2.  The  section  providing  that  a  certified  check  on  a  solvent  bank  in 
the  county  must  be  used  in  bids  should  be  changed  providing  for  an 
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alternate  of  a  bid  bond  in  accordance  with  the  usual  practices  on  public 
bids.  Also,  tlie  check  should  not  be  reciuired  to  l)e  on  a  bank  in  the  local 
county. 

3.  A  new  district  on  its  formation,  if  it  desires,  should  be  allowed 
to  have  five  directors  rather  than  three  eveii  though  its  territory  is 
all  situate  in  one  county, 

4.  Districts  should  be  authorized  to  issue  revenue  bonds  for  any 
revenue  producing  utility. 

RECLAMATION  DISTRICTS 

1.  The  requirement  that  a  bond  be  obtained  for  each  member  of  the 
board  of  trustees  should  be  eliminated. 

2.  It  is  felt  that  the  legal  terms  used  in  the  code  sections  governing 
many  of  these  small  districts  cannot  be  readily  understood  or  even 
diagnosed  by  these  small  districts  in  order  for  them  to  operate  properly 
within  the  law. 

3.  The  Water  Code  should  be  amended  to  eliminate  the  requirement 
that  all  property  must  be  within  one  county.  Also,  the  limitation  of 
the  amount  of  the  tax  should  be  completely  removed,  or  raised  to  at 
least  $1.50  per  $100  assessed  value.  These  changes  would  enable  dis- 
tricts to  tax  through  the  county  rolls. 

4.  It  is  felt  tliat  the  maintenance  of  levees  during  flood  danger  needs 
attention  by  reclamation  districts. 

5.  There  should  be  standardization  and  combination  of  different 
types  of  districts  where  they  overlap  in  territory  and  interest. 

SANITARY  DISTRICTS 

1.  Simplification  of  the  procedures  whereby  existing  facilities  may 
be  extended  to  undeveloped  areas  within  the  same  district  would  be 
desirable. 

2.  A  procedure  should  be  established  whereby  a  district  may  annex 
to  it,  W'itli  the  consent  of  the  property  owners  involved,  a  portion  of 
the  territory  of  another  district,  with  the  consent  of  that  district.  Such 
a  procedure  would  permit  the  realignment  of  the  boundaries  of  existing 
districts  on  a  more  realistic  basis.  It  would  also  permit  a  consolidation 
of  two  or  more  uneconomical  districts  into  one  district  which  could 
operate  the  sanitary  services  at  a  smaller  cost  per  unit  than  could 
several  districts. 

3.  The  Sanitary  District  Act  should  be  changed  to  pattern  it  after 
the  Water  District  Act.  At  the  present  time,  those  coming  under  the 
Water  District  Act  have  many  advantages  not  enjoyed  by  those  under 
the  Sanitary  District  Act. 

4.  Districts  should  have  a  later  date  for  determining  assessments 
than  counties.  At  present  the  law  provides  that  the  board  shall  annually 
sit  as  a  board  of  equalization  on  the  first  Monday  in  July.  It  is  felt 
that  districts  should  have  a  later  date  for  the  board  to  sit  as  a  board 
of  equalization  since  they  are  given  until  the  third  Monday  in  August 
to  transmit  the  roll  to  the  county  tax  collector. 

5.  It  was  suggested  that  when  a  sanitary  district  includes  territory 
which  is  mainly  within  the  boundaries  of  an  incorporated  city,  the  law 
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be  (•liangt'd  so  that  the  cily  may  take  o\er  aiul  operate  the  sewer  system 
in  order  to  elimiuate  unnecessary  duplication  of  facilities. 

SOIL  CONSERVATION   DISTRICTS 

1.  It  "was  suggested  that  ^^tate  ISoil  Conservation  employees  should 
not  be  allowed  to  participate  in  any  way  on  the  formation  of  a  new 
district. 

2.  It  was  felt  that  the  California  State  Sales  Tax  could  very  well  be 
dispensed  with  on  district  purchases,  inasmuch  as  they  are  a  nonprofit 
governmental  agency,  and  particularly  since  many  of  the  districts 
are  operating  on  the  merest  margin  or  on  a  deficit. 

3.  Several  of  the  soil  conservation  districts  suggested  they  would 
like  the  income  of  the  district,  other  than  tax  money,  to  be  deposited 
and  disbursed  by  the  directors  of  the  district  rather  than  througii 
the  otfice  of  the  county  treasurer. 

WATER  DISTRICTS 

1.  Tile  value  of  monthly  progress  reports  to  the  California  District 
Securities  Commission  during  the  construction  of  an  irrigation  system 
is  questioned. 

2.  Some  reporting  urged  a  penalty  for  delincjueiicies  similar  to  that 
set  forth  in  the  Water  Code  for  Irrigation  Districts. 

3.  It  was  also  suggested  that  the  Sanitation  District  Act  should  be 
amended  to  give  Water  District  board  representation  on  the  governing 
board  of  the  Sanitation  District  in  instances  where  the  Water  District 
is  furnishing  sewer  facilities  and  services. 

4.  Some  suggested  a  change  in  the  law  regarding  voting  by  proxy. 
Existing  law  should  be  clarified  so  that  districts  falling  within  two 
counties  can  receive  help  from  the  counties  to  assess  and  collect  taxes. 
At  present  this  is  the  case  with  districts  whose  boundaries  are  within 
one  county. 

5.  It  was  also  recommended  that  the  definition  of  "public  work" 
contained  in  Section  1720  of  the  Labor  Code  be  changed  to  exclude 
work  involving  the  expenditure  of  less  than  $1,000.  This  would  make 
it  possible  for  a  district  to  issue  purchase  order  type  contracts  for  small 
repair  jobs. 

6.  One  district  is  opposed  to  any  change  in  law  that  would  j)rohibit 
the  overlapping  of  municipal  and  California  water  districts. 

7.  One  district  objected  to  a  city  being  allowed  to  come  into  their 
district  and  offer  dual  service  after  the  water  district  had  already  gone 
into  debt  to  provide  the  service  to  the  area. 

8.  It  was  felt  by  some  districts  reporting  that  the  question  of  rela- 
tive jurisdiction  and  powers  between  municipalities  and  districts 
should  be  settled.  They  apparently  have,  on  a  number  of  occasions, 
encountered  problems  between  the  district  and  municipalities  relating 
to  the  power  of  the  municipality  to  tax  the  consumers  and  the  district 
itself  for  the  use  and  delivery  of  water  which  is  the  primary  function 
of  the  district. 

9.  There  should  be  uniformity  in  the  law  governing  districts,  and 
most  particularly  with  regard  to  the  law  controlling  election  pro- 
cedures. 
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10.  State  highways  are  at  present  developed  up  to  the  site  of  a 
reservoir  and  the  portion  around  the  reservoir  is  left  up  to  the  district 
to  develop.  It  is  felt  that  there  are  tax  monies  available  for  this  purpose 
and  this  highway  development  should  be  financed  by  the  State. 

11.  One  district  feels  that  metropolitan  districts  should  take  over 
and  encompass  the  many  small  districts  now  operating  independently. 

WATER  STORAGE  DISTRICTS 

1.  It  is  suggested  that  the  provisions  for  preliminary  assessments 
totaling  $1  per  acre  have  been  found  inadequate  to  supply  the  funds 
necessary  to  meet  the  expenses  prior  to  the  election  and  should  be 
increased. 

2.  One  district  is  opposed  to  consolidation  of  districts  as  it  believes 
the  problems  and  operating  requirements  of  a  water  storage  district 
are  different  from  those  of  other  types  of  districts. 

WATER  POLLUTION  DISTRICTS 

Legislation  which  would  authorize  the  issuance  of  general  obliga- 
tion bonds  by  a  majority  vote,  when  the  necessity  for  the  improvements 
has  been  certified  by  a  local  health  officer  or  some  other  responsible 
agency,  would,  in  the  opinion  of  one  district  reporting,  be  desirable, 

SAMPLE  LETTERS 

For  the  purpose  of  illustrating  the  interest  shown  in  the  Committee 's 
study  of  special  districts  and  the  type  of  suggestions  offered,  copies  of 
a  number  of  the  more  pertinent  replies  received  in  answer  to  the  com- 
mittee questionnaire  appear  in  the  Appendix  as  Exhibits  J-1  through 
J-26. 
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EXHIBIT  A 

An  act  to  add  Article  2.5  (commencing  ivith.  Section  245)  to  Chapter  2, 
Division  1  of  the  Water  Code,  relating  to  districts. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Article  2.5  is  added  to  Chapter  2,  Division  1  of  the 
Water  Code,  to  read : 

Article  2.5.     Reference  to  Department 

245.  When  it  is  required  that  the  formation  petition  of  a  proposed 
district,  agency,  or  authority  which  will  be  authorized  to  supply  water 
for  any  beneficial  use  be  presented  to  a  county  board  of  supervisors,  a 
copy  of  the  petition  shall  be  filed  in  the  office  of  the  department  on  or 
before  the  day  on  which  the  petition  is  presented  to  the  board  of  super- 
visors. 

246.  Upon  receiving  a  copy  of  the  petition,  the  department  shall 
make  such  preliminary  investigation  as  may  be  practicable  to  determine 
the  feasibility  of  the  proposed  district,  agency,  or  authority. 

247.  The  department  shall  report  in  writing  to  the  board  of  super- 
visors as  soon  as  practicable,  but  at  all  events  within  90  days  from  the 
date  of  receiving  the  formation  petition,  except  that  upon  receiving  a 
written  request  from  the  department  the  board  of  supervisors  may 
before  the  expiration  of  the  90  days  grant  to  the  department  not  more 
than  90  days  additional  time  in  which  to  make  the  report. 

248.  If  the  department  reports  within  the  specified  time  that  the 
supply  of  water  available  for  the  use  of  the  proposed  district,  agency, 
or  authority  or  that  may  be  acquired  by  any  practicable  means,  in- 
cluding the  condemnation  of  existing  rights,  is  not  sufficient  or  that 
the  district,  agency,  or  authority  is  not  feasible  for  any  other  reason, 
the  hearing  of  the  petition  shall  be  continued  for  not  more  than  two 
months  and  shall  then  be  dismissed  unless  within  the  period  of  the 
continuance  either : 

(a)  The  board  of  supervisors  is  petitioned  in  writing  by  three-fourths 
of  the  holders  of  title  to  land  to  grant  the  petition. 

(b)  The  board  of  supervisors,  if  not  so  petitioned,  modifies  the  dis- 
trict, agency,  or  authority  proposed  in  the  petition  to  conform  to  the 
recommendations  made  by  the  department. 

EXHIBIT  B 

An  act  to  amend  Section  20003  of  the  Water  Code,  relating  to  districts. 
The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.     Section  20003  of  the  Water  Code  is  amended  to  read : 

20003.     Whenever  the  governing  board  of  any  district  watei'  atoragc 

district-  water  eonscrvatieM:  distriety  county  watei^  diotrict,  county  watog 

works  4istrict7  public  utility  district;  yeclnmation  diet«e%  drainage  die- 

trict,'  e¥  €t^  district  ethe^  than  rm  jyrigatio^^  diatrict.  #te  primary  funo- 
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44eH-  el  wliicli  in  ^^  irripfntion.  roclamntioii.  m^  drainage  el  land,  e^  ^he 
devolopmcnl  el  -wah'r  ^*i¥  domcHtio  -rtw  e^  t4ie  diHtributioii  thereof,  ei= 
#H?  goiici'atioii  el  pewee  ei^  ^4*e  distri-l-mtion  thereof ,  which  dirjtriot 
exists  under  the  law  of  tliis  State,  declares  by  resolution  that  it  deems 
it  desirable  that  the  bonds  of  the  district  should  be  certified  pursuant 
to  this  chapter,  the  governing  board  of  tlie  district  shall  file  a  certified 
copy  of  the  resolution  with  the  commission.  Then,  and  in  that  event,  all 
of  the  provisions  of  this  chapter  apply  to  the  district. 

If  the  bonds  of  the  district  are  thereafter  certified,  tlien  the  district 
is  subject  to  all  of  the  provisions  of  this  chapter  so  long  as  any  of  the 
bonds  so  certified  remain  outstanding. 

EXHIBIT  C 

An  act  to  amend  Scctiojis  53890  and  53892  of  the  Government  Code, 
relating  to  reports  hy  local  agencies. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  53890  of  the  Government  Code  is  amended  to 
read: 

53890.  As  used  in  this  article,  "local  agency"  means  city,  county, 
ft»4  any  district  actnally  delivering  water  for  any  pnrjjose,  and  any 
other  district  required  by  the  advisory  connnittee  and  the  Controller  to 
furnish  financial  reports  pursuant  to  Section  12463.1. 

Sec.  2.     Section  53892  of  said  code  is  amended  to  read: 

52892.     The  report  shall  state : 

(a)  The  aggregate  amount  of  taxes  levied  and  assessed  against  the 
taxable  property  in  the  local  agency,  wliich  became  due  and  payable 
during  the  next  preceding  fiscal  year. 

(b)  The  aggregate  amount  of  taxes  levied  and  assessed  against  such 
property  collected  by  or  for,  the  local  agency  during  the  fiscal  year. 

(c)  The  aggregate  income  during  the  preceding  fiscal  year,  a  general 
statement  of  the  sources  of  the  income,  and  the  amount  received  from 
each  source,  including  a  separate  statement  showing  all  revenue  derived 
from  delivery  of  water  to  he  used  for  agricultural  purposes  and  all 
revenue  derived  from  delivery  of  water  for  other  purposes. 

(d)  The  total  expenditures  made  by  administrative  departments  dur- 
ing the  preceding  fiscal  year,  a  general  statement  of  the  purposes  of 
the  expenditures,  and  the  amounts  expended  by  each  department. 

(e)  The  assessed  valuation  of  all  of  the  taxable  property  in  the  local 
agency  as  set  forth  on  the  assessment  roll  of  the  local  agency  equalized 
for  the  fiscal  year,  or,  if  the  officers  of  the  county  in  which  the  city  or 
district  is  situated  have  collected  for  the  city  or  district  the  general 
taxes  levied  by  the  city  or  district  for  the  fiscal  year,  the  assessed  valua- 
tion of  all  taxable  pi-ojierty  in  the  city  or  district  as  set  forth  on  the 
assessment  rolls  for  the  county  equalized  for  the  fiscal  j'car. 

(f)  The  total  bonded  indebtedness  payable  from  a  general  tax  levy 
outstanding  at  tlie  end  of  the  fiscal  year. 

(g)  The  aggregate  amount  of  principal  ol'  all  bonded  indebteiliiess 
payable  from  a  general  tax  levy  which  matured  in  or  prior  to  the  fiscal 
year  and  which  remains  outstanding  at  the  end  of  the  fi.scal  year. 

(h)  The  a])i)ruximate  ]i()i)ulation  at  the  close  of  the  fiscal  year  and 
the  population  as  shown  by  the  last  i-cgular  federal  census. 
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(i)    Other  information  wliicli  the  Controller  requires. 

(j)  Such  other  matters  necessary  to  complete  and  keep  current  the 
statistical  information  on  assessments,  revenues  and  taxation,  collected 
and  compiled  by  any  Senate  or  Assembly  Interim  Committee  on  state 
and  local  taxation  established  by  resolution  of  the  Legislature  or  either 
house  thereof. 

EXHIBIT  D 

An  act  to  amend  Sections  20002,  20003,  20027,  20040,  20045,  20047, 
20081,  20082,  20084,  20085,  and  20086  of,  and  to  add  Section  20067 
to,  and  to  add  Article  7  (commencing  with  Section  20150)  to  Chapter 
1,  Division  10  of,  the  Water  Code,  relating  to  districts. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.     Section  20002  of  the  Water  Code  is  amended  to  read: 

20002.  As  used  in  this  chapter  except  in  Section  20003  "district" 
means  both  : 

(a)  Every  irrigation  agricultural  type  water  district.  As  used  in 
this  chapter,  ^'agricultural  type  water  district"  means  any  district 
deriving  or  expecting  to  derive  more  than  fifty  percent  of  its  water 
revenue  from  the  sale  of  water  for  agricultural  purposes. 

(b)  Every  other  district  subject  to  this  chapter  pursuant  to  Section 
20003  while  so  subject. 

Sec.  2.     Section  20003  of  said  code  is  amended  to  read : 

20003.  Whenever  the  governing  board  of  any  water  storage  district, 
water  conservation  district,  county  water  district,  county  water  workrj 
district,  public  utility  district,  reclamation  district,  drainage  district, 
ei=  any  district  other  than  an  irrigation  agricultural  type  district,  the 
primary  function  of  which  is  the  irrigation,  reclamation,  or  drainage 
of  land,  or  the  development  of  water  for  domestic  use  or  the  distribu- 
tion thereof,  or  the  generation  of  power  or  the  distribution  thereof, 
which  district  exists  under  the  law  of  this  State,  declares  by  resolution 
that  it  deems  it  desirable  that  the  bonds  of  the  district  should  be  certi- 
fied pursuant  to  this  chapter,  the  governing  board  of  the  district  shall 
file  a  certified  copy  of  the  resolution  with  the  commission.  Then,  and 
in  that  event,  all  of  the  provisions  of  this  chapter  apply  to  the  district. 

If  the  bonds  of  the  district  are  thereafter  certified,  then  the  district 
is  subject  to  all  of  the  provisions  of  this  chapter  so  long  as  any  of  the 
bonds  so  certified  remain  outstanding. 

Sec.  3.  Section  20027  of  said  code  is  amended  to  read : 
20027.  Any  district  requesting  for  which  the  commission  %e  make  s 
an  investigation  or  report  authorized  by  this  chapter  shall  pay  to  the 
commission  the  cost  of  the  investigation  or  report  ie^^  t4ie  purpose  a« 
amount  agreed  upon  between  tbe  district  ftftd  #ie  commission.  The 
benefit  of  any  services  performed  and  any  data  obtained  by  any  mem- 
ber of  the  commission  or  any  other  public  official  in  pursuance  of  the 
requirements  of  any  law  other  than  this  chapter  shall  be  available  for 
the  use  of  the  commission  without  charge  to  the  district  whose  affairs 
are  under  investigation. 

Sec.  4.     Section  20040  of  said  code  is  amended  to  read : 
20040.     Whenever  the  governing  hoard  of  any  agricultural  or  mu- 
nicipal type  water  district  deems  it  desirahle  that  any  bonds  of  the 
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(liatrict  he  issued,  it  shall  request  certification  of  the  bonds  pursuant 
to  this  chapter  by  resolution  to  the  commission. 

AVhenever  tlic  goveniiiig-  board  of  any  other  district  by  resolution 
declares  that  it  deems  it  desirable  that  any  of  its  bonds,  whether  con- 
templated, autliorized  but  not  issued,  or  outstandinjj;-,  should  be  certi- 
fied pursuant  to  tliis  cliapter,  the  board  shall  file  a  certified  eopy  of  the 
resolution  with  the  commission. 

Sec.  5.     Section  20045  of  said  code  is  amended  to  read  : 

20045.  Except  as  herein  provided,  no  bond  issue  of  any  district 
shall  be  approved  for  certification  which  together  with  any  other  out- 
standing bonds  and  bonds  authorized  but  not  issued  of  the  district 
exceeds  60  percent  of  the  aggregate  value  of  the  property  owned  by 
the  district  or  to  be  acquired  or  constructed  with  the  i)roceeds  of  the 
bonds  proposed  to  be  issued  by  the  district  and  the  reasonable  value 
of  the  land  within  the  district. 

The  foregoing  limitation  shall  not  apply  to  bond  issues  payable 
solely  from  revenues  to  be  received  from  the  proceeds  of  a  contract 
with  a  corporntion  authorized  to  4e  business  vet  tiws  State  if  in  the 
judgment  of  the  commission  the  jii-oposed  revenues  will  be  adequate 
to  service  the  proposed  bond  issue,  including  any  reserve  fund  require- 
ments. 

Sec.  6.     Section  20047  of  said  code  is  amended  to  read : 

20047.  If  the  commission  finds  as  set  out  in  the  report  that  the 
project  of  a  district  is  economically  sound  and  feasible,  the  bonds  of 
the  district  enumerated  in  the  rei)ort  filed  with  the  State  Controller 
are  entitled  to  certification  by  the  State  Controller  as  provided  in  this 
chapter. 

Bonds  of  agricultural  type  water  districts  may  only  be  issued  if  so 
certified  and  if  issued  without  such  certification  are  void. 

Sec.  7.     Section  20067  is  added  to  said  code,  to  read : 

20067.  Whenever  the  governing  board  of  any  district  by  resolution 
declares  that  it  deems  it  desirable  that  any  of  its  warrants  or  notes  be 
certified  pursuant  to  this  chapter  they  may  be  ap])roved  and  certified 
in  the  same  manner  and  with  the  same  effect  as  is  provided  for  bonds 
of  the  district. 

Sec.  8.     Section  20081  of  said  code  is  amended  to  read : 

20081.  Whenever  the  bonds  of  any  district  have  been  certified,  no 
expenditure  shall  be  made  from  the  proceeds  of  the  bonds  nor  shall  any 
liability  to  be  met  from  the  proceeds  be  incurred  until  there  has  been 
filed  with  and  approved  by  the  commission  a  schedule  of  proposed  ex- 
penditures of  the  proceeds  setting  forth  to  the  satisfaction  of  the  com- 
mission the  plan  proposed  for  carrying  out  the  purposes  for  which  the 
bonds  were  authorized  or  for  any  of  the  purposes  the  district  may  at 
the  time  of  filing  the  schedule  desire  to  commence  to  fulfill.  Revised 
schedules  may  be  filed  as  necessary  and  on  approval  by  the  commission 
shall  sujyersrde  the  origirial  approved  schedule. 

Sec.  9.     Soctioii  2()()S2  of  said  code  is  amended  to  read: 

20082.  No  expenditures  from  the  proceeds  of  certified  bonds  shall 
be  made  by  the  treasurer,  or  any  other  person  in  custody  of  the  pro- 
ceeds, of  a  district  for  any  purpose  not  specified  in  the  approved  sched- 
ule or  for  any  approved  purpose  in  excess  of  the  amount  allowed 
therefor  in  the  approved  schedule  without  the  consent  of  the  commis- 
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sion  €>¥■  ihe  diyccto}-  oh  bcluilf  e4  ^t+he  eommiHWf^h-  A  certified  eopy  oF 
such  approved  schedule  shall  be  filed  with  the  treasurer,  or  person  in 
custody  of  the  proceeds,  of  the  district  before  any  expenditures  from 
the  proceeds  of  certified  bonds  may  be  made. 

Sec.  10.     Section  20084  of  said  code  is  amended  to  read : 

^\J\JO~T<  X.  SilK.'     tTTTXTTTTTr     TTTt      (JC  1 1  tllX     XTT     TllU     '^VJlllXll  iriniUxl     tT5     \!  liltfXj  W  Ul  ULt     TT7 

approve  a«y  deviation  lfO«*  #te  plans  e^  expenditure  schedules  prcvi  • 
ously  approved  hy-  #te  commisflion,  H  in  his  judgment  such  deviations 
Tt¥e  rousonable  awi  propc^r  During  the  progress  of  any  work  to  he  paid 
from  the  proceeds  of  any  certified  hond  issue  and  on  completion  of  such 
ivork,  a  district  shall  report  on  the  progress  of  the  work  and  expendi- 
ture of  funds,  as  required  hy  the  commission.  If  the  district  fails  to 
make  a  required  report  the  commission  may  provide  for  the  report  at 
the  expense  of  the  district. 

Sec.  11.     Section  20085  of  said  code  is  amended  to  read : 

20085.  Upon  completion  of  the  work  te  his  satisfaction  ,  the  director 
shall  make  a  written  report  to  the  commission  te  4harfe  effect  submitting 

\js.ix:iv iti   7T   nv  iil'tl Hi"   trtr   Til"   t  A-|K  iiLii  v  iti  v^'W  Ttrt   mvj  t iiTrri^    iiiftti"    i i  u iir   ttitt   tti  v 

coeds  of  44*6  certified  be«4  mfme  . 

Sec.  12.     Section  20086  of  said  code  is  amended  to  read : 

20086.  Upon  receipt  of  the  report  from  the  director  upon  the  com- 
pleted project  advising  44«tfe  t4ie  work  performed:  i¥em:  4he  proceeds  el 
certified  bonds  has  bee»  eemplctcd  to  his  satisfaction  ,  the  commission  , 
on  determining  a  project  has  heen  completed  satisfactorily,  shall  forth- 
with make  a  report  to  the  district  approving  the  expenditures  made 
from  the  proceeds  of  the  certified  bonds. 

Sec.  13.  Article  7  (commencing  with  Section  20150)  is  added  to 
Chapter  1,  Division  10  of  said  code,  to  read : 

Article  7.     Financial  Transaction  Approval 

20150.  If  the  payments  to  be  made  by  any  agricultural  type  water 
district  under  any  lease  or  contract,  together  with  the  total  payments 
to  be  made  on  any  other  lease  or  contract  and  on  outstanding  warrants 
or  notes  which  were  issued  by  the  district  with  payment  at  a  future 
time,  exceeds  in  any  year  an  amount  equal  to  one-half  of  1  percent  of 
the  total  valuation  of  the  land  in  the  district  according  to  the  assess- 
ment next  equalized  before  the  making  of  the  lease  or  contract,  the 
lease  or  contract  shall  not  be  valid  unless  either : 

1.  The  district  has  appropriate  funds  on  hand  at  the  time  the  lease 
or  contract  is  made,  sufficient  to  meet  all  payments  to  be  made  there- 
under and  in  excess  of  the  district 's  normal  requirements  for  the  period 
ill  which  the  payments  are  to  be  made;  or 

2.  Unless  a  particular  purpose  or  emergency  assessment  sufficient  to 
meet  all  of  the  principal  payments  to  become  due  under  the  lease  or 
contract  is  authorized;  or 

3.  The  lease  or  contract  is  approved  by  the  District  Securities  Com- 
mission. 

20151.  Warrants  or  notes  of  an  agricultural  type  district  payable  at 
a  future  time  or  times  may  only  be  issued  after  approval  by  the  com- 
mission, unless  a  particular  purpose  or  emergency  assessment  to  meet 

2— L-lOl 
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all  payments  on  such  warrants  or  notes  is  autliorized,  if  the  total 
amount  of  warrants  or  notes  payable  in  any  one  year  together  with  any 
payments  to  be  made  in  such  year  under  any  outstaiidiuu'  loase  or  eon- 
tract  exceeds  one-lialf  of  1  percent  of  the  total  A'aluation  of  the  land  in 
the  district  according  to  the  last  equalized  assessment  roll. 

Sec.  14.  Notwithstanding  any  other  provision  of  law,  this  act  is 
specifically  made  apjilicable  to  existing  districts  and  districts  hereafter 
organized.  However,  the  bonds,  contracts,  leases,  warrants,  and  notes 
of  an  existing  district  which,  on  the  effective  date  of  this  act,  either, 
(1)  have  received  the  final  approval  required  by  the  law  prior  to  the 
effective  date  of  this  act;  or,  (2)  are  to  be  considered  for  approval  at 
an  election  which  has  been  called  prior  to  the  effective  date  of  this  act 
in  accordance  with  the  law  in  effect  at  that  time,  need  not  comply  with 
the  provisions  of  Chapter  1  (commencing  with  Section  20000)  of  Divi- 
sion 10  of  the  Water  Code  (the  Districts  Securities  Commission  Law) 
as  amended  or  added  by  this  act  but  are  to  be  governed  by  the  law  in 
effect  prior  to  the  effective  date  of  this  act. 

EXHIBIT  E 

An  act  to  amend  Sections  20002,  20003,  20027,  20040,  20045,  20047, 
20081,  20082,  20084,  20085,  and  20086  of,  and  to  add  Section  20067 
to,  and  to  add  Article  7  (commencing  with  Scclion  20150)  to  Chapter 
1,  Division  10  of,  the  Water  Code,  relating  to  districts. 

The  people  of  the  State  of  California  do  enact  as  follows: 
Section  1.     Section  20002  of  the  Water  Code  is  amended  to  read: 

20002.  As  used  in  this  chapter  except  in  Section  20003  "district" 
means  both  : 

(a)  Every  irrigation  agricultural  type  ivater  district.  As  used  in 
this  chapter  '^agricultural  type  water  district"  means  any  district 
deriving  or  expecting  to  derive  more  than  fifty  percent  of  its  water 
revenue  from  the  sale  of  water  for  agricidtural  purposes. 

(b)  Every  municipal  type  water  district.  As  used  in  this  chapter 
"municipal  type  water  district"  means  any  district  dciHving  or  expect- 
ing to  derive  more  than  fifty  percent  of  its  water  revenue  from  the 
sale  of  water  for  municipal  purposes. 

(c)  Every  other  district  subject  to  this  eliapter  pursuant  to  Section 
20003  while  so  subject. 

Sec.  2.     Section  20003  of  said  code  is  amended  to  read : 

20003.  Whenever  the  governing  board  of  jww  water  atoragc  district, 
water  eoniscrvatioe-  district,  county  water  dir^itrietr  county  wtfte^  work?j 
difjti'ict.  public  utility  district.  rrclnmalio-H  di'4rict.  ♦-k'ainage  dintriet.- 
ei^  any  district  other  tlian  an  in-igation  agricultural  or  municipal  type 
water  district,  the  primary  function  of  which  is  the  irrigation,  reclama- 
tion, or  drainage  of  land,  or  the  development  of  water  for  domestic  use 
or  the  distribution  tliereof,  or  the  generation  of  power  or  the  distribu- 
tion thereof,  which  district  exists  under  the  law  of  this  State,  declares 
by  resolution  that  it  deems  it  desirable  that  the  bonds  of  the  district 
should  be  certified  pursuant  to  this  chapter,  the  governing  board  of 
the  district  shall  file  a  certified  copy  of  the  resolution  witli  the  commis- 
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sion.  Then,  and  in  that  event,  all  of  the  provisions  of  this  chapter  apply 

to  tlie  district. 

If  the  bonds  of  tlie  district  are  thereafter  certified,  then  the  district 

is  subject  to  all  of  the  provisions  of  this  chapter  so  lonj^:  as  any  of  the 

bonds  so  certified  remain  ontstandinp;. 

Sec.  3.     Section  2()()27  of  said  code  is  amended  to  read  : 

20027.     Any  district  iH^^es4+H€f  for  which  the  commission  *e  make  .5 

an  investigation  or  report  authorized  by  this  chapter  shall  pay  to  the 

commission  the  cost  of  the  investigation  or  report  le*  %l*e  purpose  ft» 

TTTTTTTrrrrc    TTgrrTtrtT    Trjrrrrr     ifxj  t  \t  L'"tt    Tftn     \^i  in  I  rl"  t     TtrttT     till?     I'UTrnillnWlUrr  ,      X  lltj 

benefit  of  any  services  iierformed  and  any  data  obtained  by  any  mem- 
ber of  the  commission  or  any  other  public  official  in  pursuance  of  the 
requirements  of  any  law  other  than  this  chapter  shall  be  available  for 
the  use  of  the  commission  without  charge  to  the  district  whose  affairs 
are  under  investigation. 

Sec.  4.     Section  20040  of  said  code  is  amended  to  read : 
20040.     Whenever   the   governing   hoard   of   any   agricultural   type 
water  district  deems  it  desiraMe  that  any  hands  of  the  district  he  issued, 
it  shall  request  certification  of  the  honds  pursuant  to  this  chapter  hy 
resolution  to  the  commission. 

Whenever  the  governing  board  of  any  other  district  by  resolution 
declares  that  it  deems  it  desirable  that  any  of  its  bonds,  whether 
contemplated,  authorized  but  not  issued,  or  outstanding,  should  be 
certified  pursuant  to  this  chapter,  the  board  shall  file  a  certified  copy 
of  the  resolution  with  the  commission. 

Sec.  5.  Section  20045  of  said  code  is  amended  to  read : 
20045.  Except  as  herein  provided,  no  bond  issue  of  any  district  shall 
be  approved  for  certification  which  together  with  any  other  outstand- 
ing bonds  and  bonds  authorized  but  not  issued  of  the  district  exceeds 
60  percent  of  the  aggregate  value  of  the  property  owned  by  the  district 
or  to  be  acquired  or  constructed  with  the  proceeds  of  the  bonds  pro- 
posed to  be  issued  by  the  district  and  the  reasonable  value  of  the  land 
within  the  district. 

The  foregoing  limitation  shall  not  apply  to  bond  issues  payable 
solely  from  revenues  to  be  received  from  the  proceeds  of  a  contract 
with  B;  eerporation  au4h:e««e4  te  €le  busincse  hi  tins  ^ftte  if  in  the 
judgment  of  the  commission  the  proposed  revenues  will  be  adequate 
to  service  the  proposed  bond  issue,  including  any  reserve  fund  re- 
quirements. 

Sec.  6.  Section  20047  of  said  code  is  amended  to  read  : 
20047.  If  the  commission  finds  as  set  out  in  the  report  that  the  pro- 
ject of  a  district  is  economically  sound  and  feasible,  the  bonds  of  the 
district  enumerated  in  the  report  filed  w^ith  the  State  Controller  are 
entitled  to  certification  by  the  State  Controller  as  provided  in  this 
chapter. 

Bonds  of  agricultural  or  municipal  type  water  districts  may  only  he 

issued  if  so  certified  and.  if  issued  unthout  such  certificaMon  are  void. 

Sec.  7.     Section  20067  is  added  to  said  code,  to  read: 

20067.     Whenever  the  governing  board  of  any  district  by  resolution 

declares  that  it  deems  it  desirable  that  any  of  its  warrants  or  notes  be 

certified  pursuant  to  this  chapter  they  may  be  approved  and  certified 
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in  the  same  manner  and  with  the  same  effect  as  is  provided  for  bonds 
of  the  district. 

Sec.  8.     Section  20081  of  said  code  is  amended  to  read : 

20081.  Whenever  the  bonds  of  any  district  have  been  certified,  no 
exponditnro  shall  be  made  from  the  proceeds  of  the  bonds  nor  shall 
any  liability  to  be  met  from  the  proceeds  be  incurred  until  there  has 
been  filed  with  and  approved  by  the  commission  a  schedule  of  proposed 
expenditures  of  the  proceeds  setting-  forth  to  the  satisfaction  of  the 
commission  the  plan  proposed  for  carrying  out  the  purposes  for  which 
the  bonds  were  authorized  or  for  any  of  the  pur])oses  the  district  may 
at  the  time  of  filinp'  the  schedule  desire  to  connnence  to  fulfill.  Revised 
schedules  may  he  filed  as  necessary  and  on  approval  by  the  commission 
shall  supersede  the  original  approved  schedule. 

Sec.  9.     Section  20082  of  said  code  is  amended  to  read: 

20082.  No  expenditures  from  the  proceeds  of  certified  bonds  shall 
be  made  by  the  treasurer,  or  any  other  person  in  custody  of  the  pro- 
ceeds, of  a  district  for  any  purpose  not  sjiecified  in  the  approved 
schedule  or  for  any  approved  purpose  in  excess  of  the  amount  allowed 
therefor  in  the  approved  schedule  without  tlie  consent  of  the  com- 
mission €>¥  ^he  director  ©»  behalf  e#  ¥he  commii^iiion  .  A  certified  copy 
of  such  approved  schedule  shall  be  filed  with  the  treasurer,  or  person 
in  custody  of  the  proceeds,  of  the  district  before  any  expenditures  from 
the  proceeds  of  certified  bonds  may  be  made. 

Sec.  10.     Section  20084  of  said  code  is  amended  to  read : 

20084.  ¥ke  4i¥^eiB¥  en-  behnlf  e#  ^he  commission  4s  empowered  te 
approve  amy-  dovintum  from  ihe  plnns  ev-  expenditure  nehodul*'  -pp^ 
viouHly  approved  hy^  ¥ke  eemmiij.sion,  i^  m  iwi  judgment  such  deviation;^ 
tH=e  rearionnble  e«4  proper.  During  the  progress  of  any  work  to  be 
paid  from,  ihe  proceeds  of  any  certified  honcl  issue  and  on  completion 
of  such  work,  a  district  shall  report  on  the  progress  of  the  work  and 
expenditure  of  funds,  as  required  by  the  commission.  If  the  district 
fails  to  make  a  required  report  the  commission  may  provide  for  the 
report  at  the  expense  of  the  di:';trict. 

Sec.  11.     Section  20085  of  said  code  is  amended  to  read: 

20085.  Upon  completion  of  the  work  4o  his  .satisfaction  ,  the  director 
.shall  make  a  written  report  to  the  commission  to  %h»%  effect  submitting 
therein  a  schedule  ef  tfee  expenditures  as  actualh'^  made  from  ¥ke  fH=©- 
eoods  e#  ^he  certified  bond  imn-e  . 

Si:c.  12.     Section  20086  of  said  code  is  amended  to  read : 

20086.  Upon  receipt  of  the  report  from  the  director  upon  the 
completed  project  ndvining  t4«^  t+he  work  ]^crfovmo4  from  44+e  proeeodfi 
e^  certified  bonds  hrw  been  completed  te  hh  satisfaction  ,  the  commis- 
sion ,  on  determining  a  project  has  been  completed  satisfactorily, 
shall  forthwith  make  a  report  to  the  district  approving  the  expend- 
itures made  from  the  proceeds  of  the  certified  bonds. 

Sec.  13.  Article  7  (commencing  with  Section  20150)  is  added  to 
Chapter  1,  Division  10  of  said  code,  to  read: 

Article  7.     Financial  Transaction  Ajijiroval 

20150.  If  the  payments  to  be  made  by  any  agricultnral  or  municipal 
1yj)c  water  district  under  any  lease  or  contract,  together  with  the  total 
payments  to  be  made  on  any  other  lease  or  contract  and  on  outstand- 
ing warrants  or  notes  which  were  issued  by  the  district  with  payment  at 
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a  future  time,  exceeds  in  any  year  an  amount  equal  to  one-half  of  1 
percent  of  the  total  valuation  of  the  land  in  the  district  according  to 
tlie  assessment  next  equalized  before  the  making  of  the  lease  or  contract, 
Ihe  lease  or  contract  shall  not  be  valid  unless  either: 

1.  The  district  has  appropriate  funds  on  hand  at  the  time  the  lease 
or  contract  is  made,  sufficient  to  meet  all  payments  to  be  made  there- 
under and  in  excess  of  the  district's  normal  requirements  for  the  period 
in  which  the  payments  are  to  be  made;  or 

2.  Unless  a  particular  purpose  or  emergency  assessment  sufficient  to 
meet  all  of  the  principal  payments  to  become  due  under  the  lease  or 
contract  is  authorized;  or 

3.  The  lease  or  contract  is  approved  by  the  Districts  Securities  Com- 
mission. 

20151.  Warrants  or  notes  of  an  agricultural  or  municipal  type 
district  payable  at  a  future  time  or  times  may  only  be  issued  after 
approval  by  the  commission,  unless  a  particular  purpose  or  emergency 
assessment  to  meet  all  payments  on  such  warrants  or  notes  is  author- 
ized, if  the  total  amount  of  warrants  or  notes  payable  in  any  one  year 
together  with  any  payments  to  be  made  in  such  year  under  any  out- 
standing lease  or  contract  exceeds  one-half  of  1  percent  of  the  total 
valuation  of  the  land  in  the  district  according  to  the  last  equalized 
assessment  roll. 

Sec.  14.  Notwithstanding  any  other  provision  of  law,  this  act  is 
specifically  made  applicable  to  existing  districts  and  districts  hereafter 
organized.  However,  the  bonds,  contracts,  leases,  warrants,  and  notes 
of  an  existing  district  which,  on  the  effective  date  of  this  act,  either, 
(1)  have  received  the  final  approval  required  by  the  law  prior  to  the 
effective  date  of  this  act;  or,  (2)  are  to  be  considered  for  approval 
at  an  election  which  has  been  called  prior  to  the  effective  date  of  this 
act  in  accordance  with  the  law  in  effect  at  that  time,  need  not  comply 
with  the  provisions  of  Chapter  1  (commencing  with  Section  20000) 
of  Division  10  of  the  "Water  Code  (the  Districts  Securities  Commission 
Law)  as  amended  or  added  by  this  act  but  are  to  be  governed  by  the 
law  in  effect  prior  to  the  effective  date  of  this  act. 
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EXHIBIT  F 

SENATE  IHLL  No.  ()2;5 


Introduced  by  Senator  Williams 
February  10,  1959 


REFERRED  TO  COMMITTEE  ON  INSURANCE  AND 
FINANCIAL  INSTITUTIONS 


An  act  to  amend  Sections  20040,  20081.  20082.  20083.  20085 
and  20086  of,  to  repeal  Section  2008 i  of,  and  to  add  Sections 
20082.5  and  20084  to,  the  Water  Code,  relating  to  supervi- 
sion of  districts. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Section  20040  of  the  Water  Code  is  amended 

2  to  read : 

3  20040.     Whenever  the  governing-  board  of  any  district  by 

4  resolution  declares  that  it  deems  it  desirable  that  any  of  its 

5  bonds,  whether  contemplated,  authorized  but  not  issued,  or 

6  outstanding,  should  be  certified  pursuant  to  this  chapter,  the 

7  board  shall  file  a  certified  copy  of  the  resolution  witli  the  com- 

8  mission,  llie  copy  of  the  resolution  shall  he  accompanied  hy  a 

9  copji  of  the  district's  plans  of  the  project  to  he  financed  with 

10  ihe  proceeds  of  the  hands  and  hy  such  other  information  as 

11  the  commission  may  require. 

12  Sec.  2.     Section  20081  of  said  code  is  amended  to  read  : 

13  20081.     Whenever  the  bonds  of  any  district  have  been  cer- 

14  tified,  no  expenditure  shall  be  made  from  the  proceeds  of  the 

LEGISLATIVE  COUNSEL'S  DIGEST 

S.  B.  623  as  introduced,  Williams  (Ins.  &  F.  I.).  Supervision  of  districts  liy  tlic 
California  Districts  Securities  Commission. 

Amends,  repeals,  and  adds  various  sees.,  Wat.  C. 

Requires  a  district  requestinir  certification  of  its  bonds  liy  the  commission  to 
siiinnit  a  copy  of  the  jjroject  plans  and  other  re(|uired  information. 

Authorizes  approval  of  a  revised  schedule  of  exi>enditures  of  bond  proceeds  by 
the  commission  only,  rather  tlian  by  tlie  commission  or  the  Director  of  Water 
Resources  on  its  behalf.  Prohibits  material  changes  in  project  plans  without  the 
commission's  consent. 

Requires  the  district  to  make  progress  reports,  as  required  by  the  commission,  on 
expenditures  of  bond  proceeds,  and  requires  the  district,  rather  than  the  director, 
to  submit  a  schedule  of  exj)enditures  on  completion  of  the  project.  Authorizes  the 
commission  to  provide  for  reports  at  the  district's  exjicnse  if  it  fails  to  submit 
required  reports. 

Requires  the  director  to  report  his  opinion,  rather  than  determination,  as  to  the 
satisfactory  completion  of  the  project,  and  requires  the  commission  to  make  the 
final  determination  thereof. 
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1  bonds  nor  shall  any  liability  to  be  met  from  the  proceeds  be 

2  incurred  nntil  there  has  been  filed  with  and  approved  by  the 

3  commission  a  schedule  of  proposed  expenditures  of  the  pro- 

4  ceeds  setting  forth  to  the  satisfaction  of  the  commission  the 

5  ]ilan  proposed  for  carrying  out  the  purposes  for  which  the 

6  bonds  were  authorized  or  for  any  of  the  purposes  the  district 

7  may  at  the  time  of  filing  the  scliedule  desire  to  commence  to 

8  fulfill.  A  certified  copy  of  such  approved  schedule  shall  be  filed 

9  h}/  the  secret ar]i  of  the  district  with  the  treasurer,  or  person 

10  in  custodxj  of  the  proceeds,  of  the  district  before  any  expendi- 

11  tures  from  the  proceeds  of  certified  bonds  may  be  made. 

12  Sec.  3.     Section  20082  of  said  code  is  amended  to  read  : 

13  20082.     No    expenditures    from    the    proceeds    of    certified 

14  bonds  shall  be  made  by  the  treasurer,  or  any  other  person  in 

15  custody  of  the  proceeds,   of  a  district   for  any  purpose  not 

16  specified  in  the  approved  schedule  or  for  any  approved  pur- 

17  pose  in  excess  of  the  amount  allowed  therefor  in  the  approved 

18  schedule  without  t4ie  consent  e#  #te  commission  e^  the  director 

T  Q  nn    nr^  n  n  1  t  f^i^  "f  n  a  p/^>'\Ti't'n g^^i r\i"i       A     <^r^i^'fi 'fir^ri    r^r^yt-sr  r\T   f^Ti i^T^    «->^t^^y^■^^/^^-TrJ^Y/l 

A.zf  tTTT  trr TiTrtx  rrr  tilt.*  viJiii iiiirjr^TUil,   tt  tftrrTrrrTtrtT  L UJ7^V   trr  nil" It   il|rpi t^t  1, 11 

20  sehcdi^e  shfkH  be  filed  with  the  treasurer.  €>¥  person  »  custody 

21  el  the  proeoedsT  el  the  district  feele*^  asy  expenditures  from 

22  the  proceeds  e#  certified  bonds  may  be  made  .  Hoivever,  revised 

23  schedules  may  be  submitted  to  the  commission  as  necessary 

24  and  on  approval  by  the  commission  shall  supersede  the  origi- 

25  nal  approved  schedule. 

26  Sec.  4.     Section  20083  of  said  code  is  amended  to  read : 

27  20083.     During  the  progress  of  any  work  to  be  paid  from 

28  the  proceeds  of  any  certified  bond  issue,  the  director  on  behalf 

29  of  the  commission  shall  make  from  time  to  time  an  inspection 

30  of  the  work  and  report  thereon  to  the  commission  in  order  that 

31  the  commission  may  be  advised  as  to  the  progress  of  the  work  t 

32  and,  of  any  deficiencies  which  may  be  found  to  exist. 

33  Sec.  5.     Section  20085  of  said  code  is  amended  to  read  : 

34  20085.     Upon  completion  of  the  work  to  his  satisfaction  , 

35  the  director  shall  make  a  written  report  to  the  commission  te 

36  tWt  effect  mtbmittiftg  therein  a  schedule  el  the  expenditurea 

37  as  aetually  tnado  l^ew*  the  p^eeee^s  el  the  certified  bond  issue. 

38  which  shall  include  an  opinion  as  to  whether  or  not  the  project 

39  has  been  satisfactorily  completed  in  accordance  with  the  ap- 

40  proved  plans  and  a  description  of  any  deficiencies  which  may 

41  be  found  to  exist. 

42  Sec.  6.     Section  20086  is  amended  to  read: 

43  20086.     Upon  ^i^eeipt  el  the  wpei4  li^em:  the  directei^  upon 

44  the  eeetpleted:  p^^^eet  advising  that  the  work  performed  from 

TTt/  TTTt:?    ^Ti  l7"V"V.f-»t    "X    T'V  1    1 11 1\  rt     TTTTTTTtTT    TtTrrT    T7t!T^TT    T^TTTlTjTrtrTT^TT    TT7    TTTTt    Hll  tlO" 

46  faction,  the  The  commission,  upo7i  determining  that  the  proj- 

47  ect  has  been  satisfactorily  completed  and  that  the  bond  pro- 

48  ceeds  have  been   expended  properly,  shall  forthwith  make  a 

49  report  to  the  district  approving  the  expenditures  made  from 

50  the  proceeds  of  the  certified  bonds. 

51  Sec.  7.     Section  20084  of  said  code  is  repealed. 
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1  Sec.  8.     Section  20082.5  is  added  to  said  code,  to  read : 

2  20082.5.     When  any  ]:)lans  for  a  project  to  be  financed  from 

3  the  proceeds  of  certified  bonds  have  been  approved  by  the 

4  commission,  no  material  change  shall  be  made  in  such  plans 

5  without  the  consent  of  the  commission. 

6  Sec.  9.     Section  20084  is  added  to  said  code,  to  read: 

7  20084.     During  the  progress  of  any  work  to  be  paid  from 

8  the  proceeds  of  any  certified  bond  issue,  a  district  shall  report 

9  on  the  nature  and  status  of  the  expenditure  of  the  bond  pro- 

10  ceeds,  as  required  by  the  commission.  Upon  completion  of  the 

11  project,  the  district  shall  submit  to  the  commission  a  schedule 

12  showing  tlie  expenditures  as  actually  made  from  the  proceeds 
\:\  of  the  certified  bond  issue.  If  the  district  fails  to  make  a  re- 

14  quired  report,  the  commission  may  provide  for  the  report  at 

15  the  expense  of  the  district. 

EXHIBIT  G 

Senate  Interim  Committee  on 

Study  of  Districts 
October  22,  1957 
Mr.  Fred  B.  Lemmon,  Secretary 
Linden  Irrigation  District 
Linden,  California 

Dear  Mr.  Lemmon  :  By  resolution  No.  166,  the  California  Senate 
has  created  the  Senate  Interim  Committee  on  Study  of  Districts  which 
is  charged  with  the  responsibility  of  studying  the  organization,  pro- 
cedures and  operation  of  special  districts  created  under  the  various 
statutes  of  this  State. 

It  is  recognized  that  consideration  of  the  subject  on  a  statewide  basis 
presents  an  unusually  complex  problem,  particularly  when  it  is  noted 
that  many  special  districts  have  been  created  to  solve  an  unusual  local 
problem.  It  is  hoped,  however,  that  as  a  result  of  the  study  undertaken 
by  this  committee,  some  degree  of  standardization  may  be  effected  and 
the  Legislature  guided  in  future  deliberations  as  requests  for  amend- 
ments to  existing  .statutes  or  creation  of  new  statutes  are  presented. 

As  a  part  of  a  preliminary  analysis  of  the  problems  involved,  it  has 
been  determined  to  make  inquiry  of  the  responsible  officers  of  all  special 
districts,  seeking  comments  and  suggestions  from  those  who  are  charged 
with  the  responsibility  of  direct  administration.  Accordingly,  it  would 
be  appreciated  if  you  Avould  forward  to  the  connnittee  an  outline  of 
any  special  problems  which  are  occurring  in  the  administration  of  your 
di.strict,  together  with  any  snggestions  you  may  care  to  offer  as  to  how 
the  procedures  for  the  organization  and  operation  may  be  improved.  It 
is  hoped  that  your  comments  will  be  as  detailed  as  possible  so  that  the 
committee  may  analyze  and  seek  to  clarify  the  areas  within  these  dis- 
trict statutes  which  re(|uire  special  attention. 

Should  your  district  have  no  special  problems  arriving  from  the 
statutes  creating  it  oi-  t-iirrent  operations  ])ui'snant  thereto,  please  ad- 
vi.se  this  committee  to  that  efTect.  Perhaps  you  may  also  have  sugges- 
tions as  to  methods  of  standardizing  operating  techniques  or  as  to  the 
desirability  of  consolidating  distiiets  of  various  types.  In  any  event, 
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your  detailed  coiniiients,  sii<>f>estioiis  and  criticisms  of  the  statutes  under 
which  you  are  working-  will  be  appreciated  as  well  as  any  other  sufjj- 
j^estions  you  may  desire  to  forward  with  re<?ard  to  other  district  stat- 
utes with  which  you  are  familiar. 

It  would  be  appreciated  if  you  would  furnish  the  (Station  of  the  j)ar- 
ticular  statutes  or  code  section  or  sections  to  whicii  your  comments 
refer. 

Very  truly  yours, 

Harold  T.  Johnson,  Chairman 

EXHIBIT  H 

Offices  of  Fresno  Irrigation  District 

Fresno,  California 
November  22,  1957 

Gentlemen  :  The  Board  of  Directors  of  the  Fresno  Irrigation  Dis- 
trict have  expressed  the  desire  to  make  a  study  and  comparison  of  the 
organization,  operation,  maintenance  and  salaries  of  this  District  with 
that  of  other  Districts  in  the  State  of  California.  We  have  been  directed 
to  obtain  the  necessary  information  for  this  study  and  sincerely  hope 
that  you  can  find  the  time  and  are  willing  to  co-operate  with  us  in  this 
matter. 

Any  information  furnished  by  you  on  your  organization  will  not  only 
be  greatly  appreciated,  but  will  be  held  in  strict  confidence  and  used 
only  for  the  purpose  stated  above. 

To  implement  this  request  you  will  find  attached  hereto  a  question- 
naire which  when  completed  by  the  various  organizations  will  enable  us 
to  meet  the  demand  placed  on  us  by  our  Board  of  Directors. 

Please  feel  free  to  call  on  us  at  any  time  for  any  information  which 
we  may  be  able  to  furnish. 

Yours  very  truly, 

Fresno  Irrigation  District 
Paul  H.  Willison,  Manager 

ORGANIZATION 

Name  - 

Address     

If  organizational  chart  is  not  available  will  you  please  answer  the  following 
questions? 

Number    of    Directors 

Number  of  Meetings  per  month 

Are  the  following  positions  combined? 

Engineer-Manager   

Secretary-Manager    

Manager-Superintendent    

Assessor-Collector    

Secretary-Treasurer    

Is  the  Manager  in  charge  of  all  Depai-tments? 

Do  you  have  an  Assistant  Manager? 

Number  of  Engineers 

"  Hydrographers    

"  Watermasters    

"  Supervisors    

"  Pitchtenders    
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Do  you  have  a  cousulting  Eugineer? 
What  is  your  method  of  assessment? 


What  is  the  present  rate  of  assessment? 

Are  subdivisions  assessed  in  the  same  manner  ?. 


Do  you  operate  under  a  budget? 

Do   you   have   Social   Security?   

Do  you  have  a  gi'oup  insurance  plan? 

Does  the  District  participate  in  this  plan? 

If  so,  to  what  extent  percentagewise? 

Do  you  have  a  retirement  plan? 

Are  wages  and  salaries  adjusted  to  the  cost  of  living  index? 

We  will  appreciate  a  copy  of  your  financial  and  annual  report  if  available. 


OPERATIONS 

Size  of  District  in  acres 

Number  of  Acres  actually  served 

Main  crops 

Number    of    parcels    served    

Average  size  of  parcels 

Canals  and  Ditches Miles. 

Pipelines    Miles- 

Concrete  linings Miles- 

Source  of  Water  Supply 

Amount  of  Supply   (average) Acre  Ft.  Annually. 

Number  of  Acres   served   by   gravity 

Number  of  Acres  served   by   District   Pumps 

Amount  of  water  delivered   (Approx.) Acre  Ft.  per  Acre- 
Cost  i)er  acre  foot  of  Delivery    (Approx.) 

Conveyance  losses    (pei-oent)    — 

Is  Water  delivered  on  a  demand  basis? 

Is  Water  delivered  on   a    rotation    basis?    

What  is  j'our  basis  for  delivery  (amount  and  time  per  acre,  etc.)  ? 


Average  depth  of  ground  water 

Amount  supplied  by  private  pumps  (Approx.) Ac.  ft.  per  Ac. 

Is  underground  water  used   to  supplement  District  water? 

Is  underground  Avater  controlled  or  regulated  in  any  way? 

Does  your  organization  use  radio  equipment?   

Do  you  furiiisli  transiiortatinn  for  Ditcbtcuders? 


MAINTENANCE 

1.  Do  you  have  estahlislied  rights-of  \v:iy  .iiid  r.iM'Mieiits  for  pipelines,  canals  and 
ditches? 

2.  Are  canals  and  facilities  owned  in  fee? 

l^.   Do  you  permit  encroachment  such  as  trees,  vines,  fences,  building.s,  etc.? 
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4.   Do  you  ha\o  a  vvocd  control  pro^rainV    _  _    

.").  What  is  tlic  average  cost  per  mile  for  all  mainteiiaiiccV  _. 
l>.  How  are  seepage  and  erosion   problems  usually  handled? 


7.  Will   you    please   give   a   brief   description   of   the   methods    used    in    cleaning 
and  maintaining  the  canals  and  ditchesV ^ 


IMPROVEMENTS 

1.  Is   a    cei-tain   amount    of   money    budgeted   eacli   yeai'   for    iniiiro\ cments    (o    th<' 
system?     

2.  Does  the  District  liave  a  plan  whereby  it  will  participate  with   the  property 
owners  in  covering  or  pipelining  ditchesV . 


3.  Do  you  have  Improvement  Districts? 

SALARIES 

Director     

Manager    

Engineer    

Assistant  Engineer  

Assessor    

Collector    

Deputy  Collector  

Secretary     

Assistant    Secretary    

Switchboard/Receptionist    

Treasurer     

Machine  Operator 

Superintendent    

Assistant  Superintendent 

Hydrographer     

Sui'veyor   

Watermaster     

Water   Supervisor   

Ditchtender     

Dragline  Operator 

(irader   Operator   

Special   Equipment   Operator   

Tractor  Operator : 

Foreman,   Working   

Foremen,    Construction    '. 

Foreman,    Shop    

Blacksmith/Welder    . 

Mechanic 

Labor,    Skilled     

Tiabor,    Semiskilled    

Labor,  Common 

Truck   Driver 

Swampers    

Team   and  Mower 

Team  and  Scraper 

Rodent  Control   
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EXHIBIT  I 

Stanislaus  Public  Utility  District 
Modesto,  California,  January  8,  1959 

Honorable  Harold  T.  Johnson,  Chairman 

Seriate  Interim  Committee  on  Stvdy  of  Districts, 
Sacramento  14,  California. 

Dear  ]\Ir.  Johnson:  I  have  your  letter  of  January  2(1.  in  regard  to 
the  Stanislaus  Public  Utility  District. 

In  reply,  I  have  to  say  that  this  district  Mas  organized  in  1920  under 
the  provisions  of  an  Act  of  tlie  Legislature  providing  for  the  incorpora- 
tion of  public  utility  districts  by  municipalities  and  unincorporated 
territory,  approved  May  27,  191;").  Chapter  531,  page  866,  of  the 
Statutes  of  1915,  and  Deering's  General  Laws,  Act  6392,  Vol.  2,  page 
2596,  apply. 

This  district  embraced  the  territory  uitliiii  tlic  Ijouiidaries  of  the 
Modesto  and  Turlock  Irrigation  Districts. 

In  1922  the  directors  of  the  unincoi-porated  territory  embracing  the 
boundaries  of  the  Central,  Ceres,  and  Keyes  Elementary  School  Dis- 
tricts levied  a  tax  of  2  cents  per  hundred  dollars  of  assessed  valuation, 
preliminar}^  to  the  taking  over  and  operating  a  telephone  exchange 
within  this  territory.  These  school  districts  embracing  the  territory 
of  this  utility  district  are  in  the  central  portion  of  Stanislaus  County. 
Tiie  City  of  Ceres  and  the  town  of  Keyes  are  in  tlie  district.  The  City 
of  Ceres  was  not  incorporated  at  the  time.  The  sum  of  $6532.50  was 
raised  by  taxation  in  1922  for  the  purpose  above  mentioned.  This 
money  has  been  invested  in  the  ]\Iodesto  Building  and  Loan  Association 
and  the  Bank  of  America  at  an  average  rate  of  about  3^  percent.  For 
several  years  the  rate  was  6  percent.  There  is  now  about  $7,200  in 
the  fund. 

The  district  never  became  active.  All  the  expenses  incurred  were 
for  administrative  costs.  Perhaps  the  board  of  directors  found  that  it 
was  not  feasible,  from  a  practical  and  financial  standpoint,  to  operate 
such  a  large  undertaking. 

I  was  appointed  trea.surer  of  the  district,  niul  E.  11.  Ziou,  former 
Assemblyman,  was  ap]H)inted  secretary.  He  dicil  in  1940.  Xo  successor 
was  appointed  to  fill  tlie  vacancy. 

The  directors  have  all  passed  away  and  no  one  was  a|)iv)inted  to 
fill  any  vacancy  that  occurred. 

This,  in  brief,  is  the  history  of  the  districl. 

You  have  asked  for  any  comments  I  miglil  make.  1  A-cntnre  the 
opinion  that  the  district  never  should  have  been  formed  for  the  purpose 
intended.  I  know  of  no  public  utility  that  might  be  feasible  in  this 
district. 

If  you  desire  any  further  information  in  regai-d  to  this  utility 
district  I  will  be  pleased  to  render  an}-  assistance  I  hat  might  be  heli^ful. 

Very  truly  yours, 

Ed.  AViiitmoke,  Treasurer 
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EXHIBIT  J-1 

Law  Offices  of  Carlson,  Collins,  Gordon  and  Bold 
Richmond  1,  California,  January  21,  1958 
Senator  Harold  T.  Johnson 

Chairman,  Senate  Interim  Committc  on  Study  of  Districts 
Sacramento,  California. 

Dear  Senator  Johnson  :  Your  letter  addressed  to  the  Contra  Costa 
County  Water  District  regarding'  tlie  Senate  Interim  Committee  on 
Study  of  Districts  has  been  referred  to  this  office  for  reply. 

The  Contra  Costa  County  Water  District  was  ori^anized  and  exists 
under  the  County  Water  District  Law  (Water  Code  Section  30,000, 
et  seq.).  The  district  holds  a  water  service  contract  with  the  Bureau 
of  Reclamation  for  water  supjilied  by  the  Contra  Costa  Canal  system,  a 
unit  of  the  Central  Valley  Project.  The  district  markets  to  agricul- 
turalists, industries,  municipalities,  and  water  utilities  all  of  the 
water  supplied  by  the  canal. 

The  only  problem  confronting  the  district  concerns  the  legality  of 
other  county  water  districts  whose  territory  in  whole  or  in  part  over- 
laps that  of  the  Contra  Costa  County  Water  District.  We  feel  that  this 
overlap  is  necessary  since  Contra  Costa  County  Water  District  markets 
only  raw  water  while  the  overlapping  districts  are  engaged  in  the  dis- 
tribution of  treated  water. 

Bond  counsel  for  the  overlapping  districts  has  expressed  the  opinion 
that  Section  30065  of  the  Water  Code  in  its  present  form  leaves  con- 
siderable doubt  as  to  the  legality  of  the  overlap.  We  strongly  urge  an 
amendment  of  this  section  at  the  1958  session.  A  form  of  amendment 
is  enclosed.  We  have  asked  Senator  George  Miller,  Jr.  to  see  if  this 
matter  can  be  put  on  the  Governor's  call  for  the  1958  session. 

Yours  very  truly, 

Frederick  Bold,  Jr. 

of  Carlson,  Collins,  Gordon  &  Bold 

An  act  to  amend  Section  30065  of  the  Water  Code  relating  to  the  formation  of  county 
water  districts  and  validating  the  formation  of  certain  county  nmter  districts  here- 
tofore formed,  and  declaring  the  urgency  of  this  act  to  take  effect  immediately. 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.     Section  30065  of  the  Water  Code  is  amended  to  read  : 

30065.  The  inclusion  in,  or  ahnexation  or  addition  to,  a  county  water  district,  of 
all  or  any  part  of  the  coriJorate  area  of  any  public  corporation  or  public  agency, 
shall  not  destroy  the  identity  or  legal  existence  or  impair  the  powers  of  any  such 
public  corporation  or  public  agency,  notwithstanding  the  identity  of  purpose,  or  sub- 
stantial identity  of  purpose,  of  such  county  water  district. 

No  public  corporation  or  public  agency  having  identity  of  purpose  or  substantial 
identity  of  pui-pose  shall  be  formed  partly  or  entirely  within  a  county  water  district 
existing  under  the  provisions  of  this  code  without  the  consent  of  such  county  water 
district. 

All  county  ivater  districts  heretofore  formed  partly  or  entirely  toithin  another 
county  water  district  previously  existing  under  the  provisions  of  this  code,  with  or 
without  the  consent  of  such  previously  existing  county  ivater  district  and  for  a  pur- 
pose not  then  actually  exercised,  or  to  provide  a  service  not  then  provided  hy  said 
previously  existing  county  ivater  district,  are  hereby  declared  to  ie  valid  and  legally 
existing  districts. 
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Sec.  2.  This  act  is  an  urKonov  iiioasure  iieces^ary  for  the  iniinodiato  preservation 
of  the  public  health  within  the  meaninfr  of  Article  IV  of  the  Constitntion  and  shall 
s;o  into  effect  immediately.  The  facts  const itntinjr  snch  necessity  are: 

Several  comity  water  districts  have  lieen  heretofore  formed  i)artly  or  entir«dy 
within  the  honndaries  of  the  Contra  Costa  Connty  Water  District  for  the  purpose 
of  distrilnitinK  treated  water  within  their  respecti\('  boundaries  with  the  consent  of 
the  Contra  Costa  County  Water  District  which  is  engaged  in  the  purchase  of  raw 
water  and  sellinj;  it  at  wholesale  to  consumers  within  its  boundaries.  In  ord(>r  that 
such  count\'  water  districts  may  distribute  or  continue  to  distribute  ti'eated  water 
within  their  respective  boundaries  and  authorize  and  issue  bonds  to  finance  such  dis 
tribution,  and  in  view  of  the  addition  of  Section  300G5  to  the  Water  Code  by  Cali- 
fornia Statutes  inr>7.  Chapter  1728,  it  is  necessary  that  said  section  be  amended  as 
hei-einabove  s<'l   forth. 

EXHIBIT  J-2 

LoREX  E.  Blakeley 
Consulting  Civil  and  Sanitary  Engineer 
Santa  Ana,  California,  November  11,  1057 

Honorable  Harold  T.  Johnson,  Chairman 

Senate  Interim  Committee  on  StucJif  of  Pistricfs, 
Sacramento,  California 

Dear  Sex^ator  Johx'^sox'^  :  I  have  hmg  seen  the  need  for  the  study 
which  yonr  committee  is  now  set  np.  ]\Iy  congratuhitions  or  condolences 
as  yon  feel  the  need  are  hnmbly  offered. 

Tule  Irrigation  District,  in  Lassen  County,  was  organized  in  the 
early  20 's  when  it  ai^peared  that  money  and  high  farm  product  prices 
would  stay  plentiful.  Due  to  a  number  of  causes  the  district  went  bank- 
rupt and  still  must  operate  under  the  trustee's  direction,  with  an  ap- 
pointed board  of  directors. 

I  consider  it  quite  a  compliment  to  the  drafters  of  the  Irrigation 
District  basic  law  that  it  is  possible  to  continue  the  functioning  of  both 
solvent  and  bankrupt  districts  under  the  same  basic  law. 

Eather  than  offer  any  specific  changes  to  existing  law,  wiiieh  seems  to 
have  ample  authority  to  do  what  the  directors  deem  desirable  for  the 
district's  benefit,  I  would  rather  have  the  opportunity  to  review  the 
committee's  records  as  the  hearings  and  connnents  from  active  districts 
come  to  it.  We  have  found  ways  to  call  special  meetings,  and  otherwise 
work  within  the  framework  of  existing  code  sections  to  do  the  necessary 
reorganization  work.  Should  some  changes  be  offered  which  would  make 
it  more  difficult  to  protect  both  the  bondholders'  rights  and  the  land 
owners'  rights  in  any  reorganization  we  will  then  be  glad  to  point  out 
the  problems. 

Fortunately,  there  are  few  districts  now  in  the  finaiu-ial  difficulties 
of  ours.  Since  the  whole  philosophy  of  Irrigation  District  law  is  to  offer 
the  help  of  the  State  to  formation  of  new  irrigation  districts  where 
needed  and  economically  feasible,  we  expect  that  the  law  and  the  ad- 
ministrators thereof  will  continue  to  help  in  the  mainleiuince  of  the 
water  rights  and  works  of  those  districts  which  have  been  built,  and  for 
which  rehabilitation  is  desired  by  the  land  owiu'rs  or  other  equity 
holders. 

Very  trnly  yours, 

Tule  Irrigation  District 

By  Loren  E.  Blakeley,  President 
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EXHIBIT  J-3 


City  and  County  of  San  Francisco 

Department  of  Public  Works 
Hunters  Point  Peclamation  District  No.  2088 

November  19,  1057 
Honorable  Harold  T.  Johnson,  Chairman 

Scvate  Interim  Commitfcc  on  Study  of  Districts, 
Sacramento,  California 

Dear  Senator  Johnson  :  Reference  is  made  to  your  communication 
of  November  5,  1957  requestint>'  an  outline  of  any  special  problems 
wliieli  are  occurring'  in  the  administration  of  the  Hunters  Point  Recla- 
mation District  No.  2088. 

As  you  are  aware,  this  district  was  authorized  under  Assembly  Bill 
No.  3806,  now  known  as  Chapter  1573  of  the  California  Statutes  of 
1955,  for  the  purpose  of  accomplishing-  the  reclamation  of  approximately 
600  acres  (more  or  less)  of  submerged  land  in  San  Francisco  Bay  on 
the  east  shore  of  San  Francisco  adjacent  to  the  San  Mateo  county  line. 

Immediately  after  the  bill  was  approved  by  the  Governor,  the  trustees 
found  two  faults  in  the  legislation  which  acted  as  serious  deterrents  in 
accomplishing  the  purpose  of  the  district. 

First,  the  act  provided  no  way  for  the  trustees  to  acquire  the  neces- 
sary funds  for  the  preliminary  engineering  studies,  estimates  of  costs 
and  plans.  Such  plans  and  estimates  were  considered  mandatory  by  the 
trustees  so  that  they  could  determine  the  economic  feasibility  of  the 
work.  If  the  studies  indicated  that  the  reclamation  work  would  cost 
more  than  the  value  of  the  reclaimed  land  in  the  district,  then  it  would 
be  evident  that  we  should  not  proceed  at  this  time  with  the  work.  Of 
course,  the  trustees  could  have  acquired  these  funds  (about  $35,000) 
through  assessment  proceedings ;  but,  there  again,  no  funds  were  avail- 
able to  prejjare  the  maps,  the  preliminary  assessments,  notices,  etc. 
After  attempting  to  raise  these  funds  through  several  different  sources, 
it  became  necessary  for  us  to  have  the  act  amended  in  the  1957  Session 
of  the  Legislature  so  that  the  City  and  County  of  San  Francisco  could 
lend  the  district  these  funds.  These  funds  will  be  made  available  after 
the  first  of  the  year.  This  amendment  to  the  act  is  now  known  as  As- 
sembly Bill  No.  760  or  Chapter  1130  of  the  Statutes  of  1957. 

Our  second  problem,  which  is  still  not  solved,  deals  with  the  owner- 
ship by  the  State  Board  of'Tidelands  Commissioners  of  the  streets  in 
the  district.  The  present  privately  owned  land  in  the  district  constitutes 
about  64  percent  of  the  area,  leaving  about  36  percent  of  the  area  in 
streets  owned  by  the  State.  The  presently  recorded  subdivision  of  the 
area  is  in  small  blocks  (200'  x  600')  which  are  unsuitable  for  use  by 
industrial  plants.  This  anticpiated  street  pattern,  which  limits  the  size 
of  the  blocks,  will  require  the  owners  of  the  land  in  the  district  to  re- 
claim and  improve  in  excess  of  one  square  foot  of  street  area  for  each 
two  square  feet  of  their  own  property.  This  is  unnecessary  and  most 
costly  and  will  probably  result  in  the  failure  of  the  district  if  a  remedy 
cannot  be  found. 

In  an  effort  to  solve  this  problem,  the  trustees,  during  the  1957  meet- 
ing of  the  Tjegislature,  had  the  original  act  amended  to  provide  what 
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we  believed  to  be  solution  to  the  problem.  This  ainendmeiit  is  now 
known  as  Section  10  of  Chapter  1999  of  the  Statutes  of  1957. 

"We  have  now^  been  advised  by  letter  dated  October  14,  1957  ad- 
dressed to  F.  J.  Ilortijj:,  Executive  Officer  of  the  State  Lands  Commis- 
sion, by  Edmund  G.  Brown,  Attorney  General,  that  this  recent  action 
by  the  Lep-islature  may  be  unconstitutional.  It  appears  that  we  nuist  <2:o 
back  to  the  Legislature  next  year  (1958)  for  another  amendment  if 
the  district  is  to  accomplish  the  purpose  for  which  it  was  formed. 

I  realize  that  these  are  matters  which  we  ourselves  must  solve,  but  I 
thought  my  mentioning  them  to  your  honorable  committee  may  save 
future  districts  the  delay,  and  even  embarrassment,  that  my  fellow 
trustees  and  I  have  experienced  in  our  effoi'ts  to  get  the  work  of  recla- 
mation begun  at  Hunters  Point  in  San  Francisco. 

Very  trulj^  yours, 

Sherman  P.  Duckel 

Trustee  and  Acting  Secretary 

EXHIBIT  J-4 

Law  Offices  of  Thornton  &  Taylor 

San  Francisco,  February  3,  1958 

Hon.  Harold  T.  Johnson,  Chairman 
Senate  Interim  Committee 
Sacramento,  California 

Re:  Senate  Resolution   No.  IGG 

Dear  Mr.  Johnson:  Your  letter  of  January  lOth,  1958,  addressed  to 
Mr.  Walter  Munro,  Almonte  Sanitary  District,  Mill  Valley,  California, 
has  been  referred  to  the  undersigned  by  the  Board  of  Commissioners 
of  the  Almonte  Sanitary  District  for  reply.  ]\lr.  ^lunro  is  no  longer 
a  member  of  the  board  of  commissioners. 

In  the  opinion  of  the  Almonte  Sanitary  Distiict  Board  of  Commis- 
sioners, the  investigation  contemplated  by  your  committee  is  timely 
and  important.  The  question  of  the  administration  of  special  districts 
for  special  purposes  has  become  very  troii])l(>s()me  due  to  the  rapid 
population  growth. 

The  Almonte  Sanitary  District  Board  reconnnends  the  following 
matters  as  po.ssible  items  of  investigation  and  study  by  your  Committee  : 

1.  The  matter  of  investment  of  reserve  funds.  A  great  many  districts 
have  reserve  funds  on  deposit  with  their  fiscal  agent  which  draw  no 
interest.  In  accordance  with  the  terms  of  the  obligation  for  which  the 
reserve  is  made,  the  obligation  could  not  be  legally  called  for  satisfac- 
tion within  a  period  during  which  the  resei've  fund  could  earn  a  return 
in  interest.  For  example,  a  reserve  held  in  addition  to  an  adequate 
sinking  fund  would  not  be  subject  to  employment  until  the  termination 
of  the  ultimate  bonded  indebtedness.  In  the  event  the  term  of  the 
indebtedness  is  of  long  duration,  the  special  districts  should  have 
legislative  approval  to  invest  such  reserves  in  U.  S.  Government  bonds. 
Treasury  Notes,  or  other  security,  the  interest  thus  reducing  the  ulti- 
mate tax  load  of  the  property  owners  in  the  District. 
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2.  The  matter  of  annexation  ot"  one  district  to  another.  Under  the 
Government  Code  provisions,  certain  types  of  special  districts  may 
annex  another  district  by  means  of  a  petition  of  a  very  small  number 
of  property  owners  in  the  area  to  be  annexed,  and  the  passing?  of  a 
simple  resolution  by  the  annexinj;  district.  The  only  way  such  action 
could  be  blocked  is  by  petition  of  75  percent  of  the  property  owners 
of  the  annexed  district,  which  would  then  force  the  matter  to  special 
election. 

Such  a  procedure  works  fyovernmental  changes  without  the  consent 
of  the  majority.  We  believe  that  annexation  should  be  made  possible, 
but  that  safefiuards  by  way  of  time  limitation,  public  notice,  and  en- 
largement of  the  number  of  petitioners  required,  should  be  set  up. 

3.  In  the  matter  of  sanitary  districts  only,  a  simplification  of  the 
procedures  whereby  existing  facilities  may  be  extended  to  undeveloped 
areas  within  the  same  district  is  in  order. 

4.  In  the  matter  of  sanitary  districts  only,  a  procedure  whereby  a 
district  may  annex  to  it,  with  the  consent  of  the  property  owners  in- 
volved, a  portion  of  the  territory  of  another  district,  with  the  consent 
of  that  district.  Such  a  procedure  would  permit  the  realignment  of  the 
boundaries  of  existing  districts  on  a  more  realistic  basis.  It  would  also 
permit  a  consolidation  of  two  or  more  uneconomical  districts  into  one 
district  which  could  operate  the  sanitary  services  at  a  smaller  cost  per 
unit  than  could  several  districts. 

The  members  of  the  Almonte  Sanitary  District  Board,  together  with 
the  undersigned,  would  be  pleased  to  be  invited  to  Sacramento  to  give 
their  testimony  before  the  committee,  should  such  testimony  be  in  the 
interests  of  the  committee. 


Very  truly  yours, 


Jerome  F.  Downs,  Commissioner, 
Almonte  Sanitary  District 


EXHIBIT  J-5 

Chamberlain  &  Chamberlain 

Attorneys  at  Law 
Auburn,  California,  February  12,  1958 

Senator  Harold  T.  Johnson 

State  Capitol  Building,  Sacramento,  California 

In  re :  Senate  Interim  Committee  on  Study  of  Districts 

Dear  Senator  Johnson:  Cece  Edmunds,  General  Manager  of  the 
Truckee  Public  Utility  District,  kindly  sent  me  a  copy  of  your  letter 
to  him  under  date  of  January  13,  1958,  in  which  you  advised  of  the 
formation  of  a  Senate  interim  committee  to  study  various  problems 
involving  special  districts  and  possible  bases  for  improvements,  con- 
solidations, or  legislative  changes  applicable  to  such  districts.  I  pre- 
viously advised  Mr.  Edmunds  that  I  was  glad  to  know  that  such  a 
committee  had  been  formed  and  that  after  giving  the  matter  some 
thought  I  would  write  you  a  letter  and  send  a  copy  to  him  so  that  he 
will  know  that  we  have  at  least  mentioned  a  few  of  the  day  to  day 
operational  problems  that  face  districts  such  as  the  utility  districts, 
although  I  have  not  had  an  opportunity  to  cite  for  you  in  detail  the 
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various  sections  that  I  have  in  mind  which,  at  least  in  my  humble 
opinion,  would  warrant  possible  examination  and  legislative  change. 

AVe  have  had  tlie  pleasure  for  many  years  of  representing  not  only 
tlie  Truckee  Public  TItility  District,  but  other  utility  districts  formed 
in  unincorporated  areas,  a  sanitary  district,  a  hospital  district  and 
recently  a  fire  protection  district.  These  districts  are  all  located  in 
close  proximity  to  Auburn,  and  predominantly  in  the  easterji  end  of 
Placer  County  and  portions  of  Nevada  County. 

The  two  main  items  that  I  feel  are  of  considerable  importance  to 
the.se  various  types  of  districts  which  we  have  represented,  and  which 
seem  to  come  up  almost  periodically,  are  as  follows : 

1.  First,  it  would  appear  to  me  that  there  should  be  a  complete  and 
total  revision  of  tlie  various  special  district  legislation  and  election 
code  procedures  applicable  to  general  elertions  held  in  these  special 
types  of  districts.  One  has  but  to  try  and  keep  track  of  the  various 
district  elections,  not  only  from  the  standpoint  that  they  occur  on 
various  different  dates,  but  also  the  procedures  to  be  followed  in  each 
type  of  district  election  which  are,  in  many  instances,  at  considerable 
variance  with  each  other.  1  realize  that  some  confusion  to  voters  wo\dd  be 
imposed  in  the  event  that  all  disti'ict  elections  were  required  to  be  held 
on  a  certain  day.  To  avoid  this,  whei-c  there  are  districts  overlapping  in 
various  areas,  I  believe  there  could  be  given  some  leeway  so  that  at 
least  the  elections  would  be  held  within  a  designated  w'eek  or  two  weeks' 
period,  and  that,  with  this  exception,  the  method  of  calling  and  notic- 
ing the  election,  nomination  papers,  etc.,  could  all  be  covered  in  a 
standard  form  of  legislation  which  would  apply  in  all  types  of  dis- 
tricts, not  only  those  that  we  represent,  but  also  the  multitude  of  other 
types  of  special  districts,  as  well. 

2.  Another  area  where,  in  mv  opinion,  there  is  room  for  improve- 
ment is  in  the  field  of  finance  as  to  special  districts  such  as  those  noted 
above,  and,  in  particular,  utility  districts.  We  had  an  occasion  recently 
to  attempt  to  obtain  a  short  term  loan  for  a  utility  district,  but  found 
that  although  the  Utility  District  Act,  under  which  they  operate,  re- 
fers to  "unfunded  debt."  which  to  me  would  mean  a  short  term  loan 
of  some  sort,  we  found  that  certain  banking  houses  refused  to  extend 
credit  unsecured  because  the  code  does  not  ])rovi(le  for  the  term  of  such 
an  obligation,  the  interest  rate  applicable,  or  which  of  the  utility  dis- 
trict officers  would  be  authorized  to  sign  such  a  note.  There  is,  of  course, 
special  legislation  applicable  to  short  term  borrowing  by  other  types 
of  districts,  and  this,  too,  T  believe,  is  a  field  where  there  could  be 
a  standard  provision  invoked  which  would  be  available  to  all  special 
districts,  including,  of  course,  utility  districts.  T  have  reviewed  only 
briefiy  the  provisions  of  the  short  term  borrowing  statutes,  and  it 
would  appear  to  me  that  the  limitations  set  forth  there  would  make 
it  impracticable,  in  many  instances,  for  a  disti'ict  to  incur  nuich  of  a 
debt  even  thougli  it  may  be  perfectly  sound  financially.  Xornudly  this 
short  term  borrowing  is  limited  to  a  jicrcentage  of  estimated  revenut^ 
for  the  coming  fiscal  year,  and  often  tlie  amount  of  money  that  can  be 
raised  by  this  means  is  inadequate  to  meet  a  present  substantial  need. 
The  loans  with  which  we  are  most  familiar,  thai  come  Avithin  this 
calcgory,  ai'c  usnally  ilie  ty|)c  that  slionld  ])o  amort  i/cd  over  a  ]ierio(l 
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of  two  to  three  years,  and  yet  it  seems  iroiiie  that  in  order  to  raise  that 
amount  of  money,  teelmieally  a  distriet  woukl  be  eaUed  upon  to  call  for 
a  special  election  and  incur  the  expense  and  delay  of  a  genend  obli}?a- 
tion  or  other  type  of  bond  debt  proceeding?. 

3.  The  next  area  where  I  feel  a  considerable  amount  of  confusion 
has  been  invoked  is  in  the  use  of  various  types  of  improvement  bonds, 
improvement  districts,  and  special  improvement  Icf^islation.  I  have 
in  mind  acts  such  as  tlie  Jmi)rovement  Act  of  lf)ll,  the  Street  Improve- 
ment Act  of  1!)18,  the  Im])rovement  Bond  Act  of  1915,  etc.  Thronjih- 
out  the  special  district  legislation  there  is  provision  made  for  the  use 
of  portions  of  these  improvement  bond  acts  and  proceedings,  al- 
thongh  it  is  a  very  complicated  process  to  try  and  co-ordinate  the 
provisions  of  these  various  acts  with  the  sitnations  that  prevail  in 
the  districts  which  are  authorized  by  law  to  nse  them.  I  feel  that  in 
this  area,  too,  this  confusion  could  be  eliminated  by  tlie  enactment  of 
a  standard  form  of  assessment  bond  procedure  available  to  at  least 
those  districts  which  now  have  the  right  to  use  it,  and  such  other  dis- 
tricts as  might  properly  make  use  of  these  types  of  financing  pro- 
cedures. Although  I  have  not  had  much  occasion  to  make  use  of  the 
various  improvement  acts,  having  dealt  primarily  with  general  obliga- 
tion bonds  and  revenue  bonds,  my  brief  experience  with  this  is  that 
standardization  would  be  of  considerable  benefit  to  all  of  the  districts, 
since  it  is  a  recognized  form  of  financing  in  the  construction  and 
acquisition  of  various  district  projects. 

As  you  can  see,  my  discussion  has  been  based  primarily  on  the 
financial  aspects  of  problems  facing  districts  in  this  area,  w^hich  are 
undergoing  expansion  programs,  and  of  course  one  of  the  immediate 
questions  that  comes  up  is  which  of  the  various  methods  of  financing 
can  or  should  be  used  to  accomplish  a  given  purpose. 

As  I  mentioned  at  the  outset,  I  have  not  had  an  opportunity  to 
review  all  of  the  sections  applicable  in  various  special  districts  to  give 
you  any  concrete  example  of  the  comments  set  forth  above,  but  in  the 
event  that  you  feel  that  these  comments  would  warrant  further  con- 
sideration, please  let  me  knov7  and  I  will  do  my  best  to  get  a  more 
detailed  analysis  to  3"0u  in  the  very  near  future. 

In  closing  let  me  say  that  I  feel  your  Senate  Interim  Committee, 
of  which  you  ai"e  chairman,  lias  a  big  job  ahead  of  it  and  an  excellent 
opportunity  to  make  a  valuable  contribution  to  what  has  become  a 
very  confusing  field  of  law  in  trying  to  meet  the  needs  of  the  expansion 
facing  the  State  as  a  whole,  and  in  these  special  districts  in  particular. 

Thanking  you  for  letting  me  bring  my  comments  to  j^our  attention, 
and  trusting  you  will  let  us  know  if  there  is  anything  further  that 
we  can  do,  we  remain 

Respectfully  yours, 

Chamberlain  &   Chamberlain 
By  Paul  H.  Chamberlain 
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EXHIBIT  J-6 

Greater  Yallejo  Recreation  District 

Vallejo,  California,  March  19,  1958 
Harold  T.  Johnson,  Chairman 
State  Capitol,  Sacramento,  California 

Dear  Chairman  Johnson:  Your  letter  of  February  14th  has  had  a 
delay  iu  its  answer  simply  because  I  have  been  studying  your  letter 
and  have  requested  that  other  members  of  my  staff  have  an  opportunity 
to  present  their  recommendations. 

Below  are  listed  some  of  the  present  problems  relating  to  Assembly 
Bill  No.  3968  which  I  would  appreciate  your  committee  looking  into  for 
revision  and  study. 

1.  There  is  a  conflict  between  the  last  paragraph  of  Section  1.  Article 
1.  and  Section  5780.16. 

2.  a.  Under  Article  3,  Section  5781.14,  you  will  note  that  there  are 

no  mechanics  set  up  to  enable  the  appointing  authorities  to  shift 
the  number  of  their  appointees  when  there  is  a  known  popula- 
tion change.  For  example,  at  present  the  Solano  County  Board 
of  Super\'isors  appoint  three  members  to  our  board  of  directors. 
The  ^layor  of  the  City  of  Vallejo  appoints  two  members  of  our 
board.  This  is  because  there  was  a  greater  population  in  the 
unincorporated  area.  The  situation  has  changed  so  that  there  is 
now  a  larger  population  in  the  city  which,  of  course,  necessi- 
tates any  appointment  or  reappointment  to  be  made  by  the 
mayor  to  increase  from  two  to  three.  Legal  counsel  has  in- 
formed us  that  we  have  no  official  figures  to  base  the  number  to 
be  appointed  by  the  mayor  other  than  the  1950  Census.  This, 
to  me,  is  an  antiquated  and  outmoded  system  which  should  be 
corrected. 

b.  Under  the  same  Section  5781.4,  your  committee  may  wish  to 
give  consideration  to  this  statement:  "It  shall  be  the  preroga- 
tive of  a  board  of  directors  and  a  desirable  practice  for  ap- 
pointed or  elected  officials  to  invite  other  members  to  serve  in 
an  advisory  capacity." 

c.  Xo  mechanics  which  would  specifically  enable  an  appointed 
board  to  change  over  into  an  elective  board. 

d.  Nothing  is  stated  in  this  section  that  would  eliminate  the  num- 
ber of  terms  that  a  board  member  might  serve.  Because  of  this, 
some  very  bad  practices  could  well  result,  e.g.,  we  have  mem- 
bers who  have  served  for  10.  15  and  19  years.  I  feel  there  are 
entirely  too  many  fine  qualified  people  in  the  community  who 
could  serve  the  public. 

3.  Section  5781.13.  Xo  mention  is  made  here  of  how  vacancies  are 
filled  when  the  board  is  appointed. 

4.  Section  5784.21.  My  thought  here  is  strictly  a  personal  one,  inas- 
much as  I  feel  that  the  county  has  moral  obligations  to  a  special 
district  and  there  should  be  no  interest  charged;  the  reason  being 
that  many  special  districts  have  so  many  unmet  needs  that  it  is 
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necessary  for  the  county  to  assist  them  by  every  means  possible 
without  charging  interest. 

5.  AVhon  there  is  one  or  more  cities  within  a  recreation  district, 
there  is  no  clear  definition  in  this  law  as  to  whose  responsibility  it 
is  to  develop,  maintain,  ae(iuire,  o]ierat(\  or  imi)i-()V('  i)ai-k  areas 
within  a  city.  I  feel  tliat  to  clearly  define  this  ever-existing  prob- 
lem it  should  be  written  out,  tliereby  eliminating  the  many 
problems  that  now  exist. 
Cordially, 

Keith  A.  MAf'DONAr.n, 
Executive  Director 

EXHIBIT  J-7 

Nevada  Irrigation  District 
Grass  Valley,  California,  November  8,  1957 

Senator  Harold  T.  Johnson,  Chairman 

Senate  Interim  Committee  on  Study  of  Districts 
Room  3062,  State  Capitol  Bldg., 
Sacramento  14,  California 

Dear  Senator  Johnson:  Your  letter  of  October  24,  1957,  with  refer- 
ence to  problems  of  special  districts  within  an  irrigation  district  has 
been  carefully  reviewed.  The  Nevada  Irrigation  District,  up  to  the 
present  time,  has  not  organized  any  improvement  or  special  districts, 
consequently  there  is  no  problem  here. 

As  a  former  member  of  the  Board  of  Directors  of  the  Oakdale  Irri- 
gation District,  and  as  a  participant  in  a  local  improvement  district 
there,  it  is  evident  that  these  types  of  special  districts  are  within  them- 
selves very  loosely  administered.  I  believe  it  is  appropriate  that  your 
committee  give  careful  study  of  these  districts  which  have  the  responsi- 
bility of  administration  of  public  funds. 

If  I  can  be  of  any  help  personally,  kindly  let  me  know. 

Very  truly  yours, 

Nevada  Irrigation  District 
Edwin  Koster,  Manager 

EXHIBIT  J-8 

County  of  Santa  Clara 
Barron  Park  Fire  Protection  District 
Palo  Alto,  California,  February  9,  1959 

Ref:29.1 
Senate  Interim  Committee  on 
S'udy  of  Districts 

State  Capitol  Building 
Sacramento  14,  California 

(Jentlemen:  As  requested  in  your  letter  regarding  tiie  special  prob- 
lems pursuant  to  the  direct  administration  of  the  Barron  Park  Fire 
Protection  District,  the  Board  of  Fire  Commissioners  would  like  to 
make  the  following  comments : 


54  REPORT  OX   STVDY  OF  DISTRICTS 

1.  The  administration  of  a  special  district  in  a  suburban  area  is  com- 
plicated by  strip  annexations  of  contip:uons  municipalities,  making 
acquisition  of  equipment  and  budget  planning  difficult  to  forcast. 

2.  At  the  present  time,  municipally  owned  water  companies  doing 
business  outside  the  city  limits  are  not  subject  to  the  regulations 
of  the  Public  I'tilities  Commission.  This  District  has  had  its  hy- 
drant rental  i-atcs  increased  100  jiercent  and  our  legal  advisor 
states  there  is  no  recourse  or  appeal  to  such  an  action. 

3.  The  board  also  wishes  to  state  that  consolidation  of  districts  is  not 
always  the  answer  to  the  problems  of  special  districts.  A  six 
months'  study  has  been  made  in  Santa  Clara  County  in  regard  to 
the  consolidation  of  the  special  districts  in  this  area.  Such  consoli- 
dation would  result  in  an  increase  of  taxes  and  a  decrease  in 
services  in  this  area. 

Tlie  IJoai'd  of  Fii'c  Connuissioncrs  wislics  to  thank  the  Senate  Interim 
Committee  on  Study  of  Districts  for  the  o])portu!iity  of  commenting  on 
the  special  problems  of  the  district. 

Yours  very  truly, 

Board  oi^^  Fire  Comaiissioners 
Leon  Dore,  Chairman 

EXHIBIT  J-9 

Belmont  Cointy  Water  District 
Belmont,  California,  February  13,  1959 

Mr.  Harold  T.  Johnson,  Chairman 

Senate  Interim  Committee  on  Study  of  Districts 
State  Capitol,  Sacramento  14,  California 

Dear  Mr.  Johnson  :  Reference  is  made  to  your  letter  of  December 
15,  1958,  requesting  an  outline  of  any  special  problems  pertaining  to 
the  district. 

After  careful  study  by  our  district,  the  following  are  noted  for  your 
committee's  consideration : 

(1)  Adoption  of  a  uniform  system  of  accounting. 

(2)  Enactment  of  legislation  permitting  transfer  of  inactive  trust 
funds  to  the  gen(M-al  fund  of  districts. 

(3)  Legislation  providing  means  for  consolidating  with  a  municipal- 
ity, but  providing  protection  for  water  depai-tment  funds  by 
permitting  only  net  water  department  revenue,  after  taking  ail 
water  department  expenses  and  depreciation,  to  be  transferred 
to  the  general  fund  of  the  municipality. 

(4)  Legislation  to  make  the  election  dates  of  all  districts  coincide 
(i.e.  school,  water,  fire,  etc.). 

(5)  Change  in  proceeding  for  ai)pointiiiciit  of  director  to  fill  unex- 
pired term.  AVhen  a  vacancy  occurs,  the  ajipoiutment  should 
run  only  until  the  next  succeeding  general  cleclion.  at  which  time 
the  appointed  member  should  be  reipiired  to  run  for  a  short 
term.   The   i)rocedure  could   provide  that  the   person   with   the 
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liTcatcsl  luiiubci' of  votes  who  could  ii(»l  ([iialiry  I'oi-  the  long  tiiiu; 
should  \h\  th(>  successful  caudidatc  I'oi-  the  shoi-t  liiiic. 

Voi'v  truly  youi-s, 

Belmont  County  Watkr  District 

V.  Vj.  Musskn,  S  cere  I  (try 

EXHIBIT  J-10 

San  Marcos  Soil  Conservation  District 

San  Marcos,  (!alifornia,  March  25,  1958 
Senator  Harold  T.  Johnson 

State  Capitol,  ISacramento,  California 

Dear  Senator:  Enclosed  is  Resolution  No.  113,  passed  by  the  Di- 
rcM'tofs  of  the  San  Marcos  Soil  Conservation  District  at  their  last  meet- 
ing. 

This  is  forwarded  to  you  as  a  matter  in  which  we  understand  your 
interim  committee  is  interested. 

liespectfully  yours, 

San  Marcos  Soil  Conservation  District 
Frank  M.  S.  Miller,  Secretary 

Board  of  Dikkctoks 
San  INlAiieos  Soil  (3onskrvatioi\  Distkict 

March  24,  1!)&S 
RESOLUTION    NO.    113 
In  the  Matter  of: 

Simplification  of  Prockdcke 
OF  Consolidation  of  Soil 

GONSEKVATION    DISTRICTS 

Wjiereas,  a  number  of  local  Soil  Con.servation  Districts  are  exceedingly  small, 
and  because  of  this  there  is  a  stron;,'  possibility  of  future  consolidation,  and 

Whereas,  The  present  procedure  for  consolidating  is  unwieldy  and  unduly  expen- 
sive to  the  taxpayer, 

Therefore,  IjErr  It  Be  Resolved,  That  this  board  so  on  record  as  beins  in 
favor  of  the  amending  of  the  present  laws  so  as  to  simi)]ify  i)ri)cediu*(>s  relative 
to  the  consolidation  of  soil  conservation  districts. 

Certification 
I,    the    undersigned,    being    the    Secretary    of    the    San    Marcos    Soil    ('onservation 
District,  do  hereby  certify  that  the  above  is   a   true  and   exact  copy   of  Resolution 
No.  11.".,  adopted  by  the  directors  of  said  district  at  a  meeting  held  on   the  twenty- 
fourth   day   of   March,   195S. 

Frank  M.  S.  Miller,  ScvreUiry 

EXHIBIT  J-11 

United  Water  (Conservation  District 
Santa  Paula,  California,  May  2!),  1958 

Honorable  Harold  T.  Johnson 
Member  of  the  State  Legislature 
Sacramento,  California 

Dear  Sir:  This  communication  is  to  point  out  injustice  done.  It  asks 
for  whatever  legislative  remedy  may  be  possible. 

It  is  a  plea  from  the  Board  of  the  IJnited  Water  Conservation 
District  in  Ventura  County.  This  district  has  had  its  natural  water 
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supply  source — which  it  preseiitl}'  needs  and  is  ready  and  abh;  to 
develop — confiscated  by  a  decision  of  the  newly  formed  (1956)  State 
Water  Rights  Board.  Th(>  district  seeks  legislative  protection  against 
such  unfair,  inequitable,  and  unjustified  deprivation  of  its  valuable 
rights. 

It  may  be  that  this  plea  from  United  may  come  too  lale  to  do  its 
own  area  any  good.  The  decision  (No.  884)  has  been  made.  The  case 
is  now  on  appeal  in  the  courts.  But  an  investigation  and  determination 
by  the  Legislature  can  insure  that  other  water-short  areas  in  California 
will  not — in  the  future — have  their  own  water  taken  away  by  arbitrary 
and  unreasonable  action. 

The  problem  of  United  is  simple.  A  water-deficient  area,  that  must 
actually  import  water  within  a  few  years.  United  has  seen  a  major 
source — which  it  presently  needs — taken  away  for  export  to  a  neighbor- 
ing district.  The  decision  works  great  hartlship  on  United  without 
providing  an  adequate  supply  of  water  for  the  other  area.  The  decision 
also,  by  reducing  the  supply  of  water  available  for  use,  has  undermined 
the  financial  feasibility  of  presently  con.strueted  facilities  in  the  United 
District  to  the  point  where  they  may  not  pay  out  the  capital  investment, 
interest,  and  operating  costs  over  the  bond  retirement  period. 

iSpecifically,  United  asks  that  the  water  policy  long  recognized  and 
adopted  by  the  Legislature  of  protecting  certain  areas  of  origin  be 
enacted  into  general  law.  This  can  be  done  simply  by  including  in  the 
Water  Code  the  language  contained  in  the  Assembly  and  Senate  Con- 
current Resolutions  of  1952  and  1953  (Stats.,  1953,  Vol.  I,  pp.  272  and 
405)  that  any  permit  to  appropriate  water  "contain  in  the  public  inter- 
est the  following  conditions :  That  the  uses  of  waters  appropriated  under 
the  permits  and  licenses  are  subject  to  the  reasonable  re(iuirements  of 
the  watershed  or  area  wherein  the  water  originates  or  area  innuediately 
adjacent  thereto,  and  no  transfer  of  water  of  one  watershed  or  area  of 
origin  to  another  watershed  or  area  of  origin  shall  be  consummated  un- 
less and  until  provision  has  been  made  to  meet  such  reasonable  water 
requirements  of  the  former." 

If  such  policy  becomes  law,  it  seems  obvious  that  the  following 
results  will  obtain: 

1.  The  Legislature  will  enjoin  ui)on  the  State  Water  Rights  l>oard 
the  obligation  to  recognize  the  need  for  reservation  for  the  full  ultimate 
use  of  water  locally  prior  to  approving  water  for  export.  The  State 
Water  Rights  Board  ignored  this  policy  in  Decision  No.  884. 

2.  Full  recognition  will  be  given  to  tiie  priority  of  applicatit)n  when 
the  prior  applicant  has  shown  an  ability  and  intention  to  proceed 
expeditiously  in  the  development  of  the  water  sui)ply.  The  State  Water 
Rights  Board  has  denied  the  validity  of  this  pi-iority  in  Decision  Xo. 

884. 

3.  The  authority  of  the  State  Water  Rights  Board  to  make  arbitrary 
determinations  of  items  to  be  considered  in  the  public  interest  will  be 
dearly  limited  by  specific  legislative  definition  of  public  interest. 

The  following' points  may  be  of  help  in  clarifying  the  urgent  need 
for  specific  instructions  to  be  issued  to  the  State  Water  Rights  Board 
by  the  Legislature: 

1.  Decision  No.  884  itself  recognizes  that  United  has  historically 
received   its  water  supply  from  the   Santa   Clara  River,   which   flows 
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throup:h  the  District,  and  that  United  lias  a  iJi-cscnt  need  for  reasonn1)Ie 
beneficial  use  for  all  of  the  Avater  economically  conservable  in  the 
Santa  Clara  River.  Yet,  the  decision  itself  denies  the  ripht  of  United 
to  undertake  the  projects  necessary  to  carry  out  these  objectives. 

2.  Decision  No.  884  destroys  the  accepted  "prior-in-time,  prior-in- 
right"  principle  which  has  existed  in  California  for  more  than  100 
years. 

3.  Decision  No.  884  ifjnores  the  overriding  public  interest  to  be  se- 
cured by  allo-wing  United,  a  highly  developed  agricultural  and  urban 
district  including  three  large  United  States  military  establishments, 
to  assure  its  future  developments  by  conserving  its  own  natural  water 
supplies. 

Attached  to  this  letter  is  a  drawing  showing  the  relationship  of 
United  to  the  natural  surface  and  underground  distribution  of  the 
waters  of  the  Santa  Clara  River  watershed  and  the  proposed  ex- 
portation. 

We  believe  it  is  fair  to  state  that  there  is  no  net  gain  in  the  public 
interest  when  the  solution  of  one  water  problem  creates  another  even 
larger  and  more  acute.  We  feel  that  the  Legislature  has  a  legitimate 
interest  in  reviewing  these  facts.  We  feel  that  appropriate  legislation 
will  bring  forcefully  to  the  attention  of  administrative  agencies  the 
need  to  recognize  and  respect  established  precedents  in  California's 
water  law  and  the  clearly  outlined  intent  of  the  Legislature  as  set  forth 
in  the  Assembly  and  Senate  Concurrent  Resolutions  of  1952  and  1953. 
We  respectfully  solicit  your  aid  to  this  end. 

Very  truly  yours, 

Eugene  C.  Kimball,  President, 
Board  of  Directors 

EXHBIT  J-12 

Walnut  Valley  Water  District 
Walnut,  California,  December  26,  1957 

Senator  Harold  T.  Johnson,  Chairman 

Senate  Interim  Committee  on  Study  of  Districts 
Sacramento,  California 

Re :  Your  letter  of  November  1,  1957 

Dear  Senator  Johnson  :  Your  letter  of  November  1,  1957,  has  been 
referred  to  me  for  study  and  reply.  We  feel  that  the  formation  of  the 
interim  committee  was  a  timely  action  and  appreciate  the  opportunity 
to  present  the  views  of  the  district  in  regard  to  some  of  the  deficiencies 
of  Division  13  of  Water  Code,  the  statutes  under  which  the  Walnut 
Valley  Water  District  was  formed.  It  is  our  hope  that  amendments  can 
and  will  be  made  under  the  sponsorship  of  the  Senate  Committee  on 
Study  of  Districts  which  will  alleviate  the  shortcomings  outlined  here- 
with. I  have  taken  the  liberty  to  relate  some  of  our  experiences,  in  order 
to  better  illustrate  the  need  for  some  suggested  changes. 

The  Walnut  Valley  Water  District  is  a  so-called  California  Water 
District  formed  in  1952  under  the  provisions  of  Division  13  of  the 
Water  Code.  The  district  comprises  about  16,000  acres  in  eastern  Los 
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Angeles  Countv  in  an  area  which  is  experiencing  a  transition  from 
rural  to  urban  land  use. 

Due  to  the  necessity  of  providing  domestic  water,  under  an  act  which 
was  ambiguous  or  at  least  uot  definite  in  this  respect,  our  bonding  attor- 
neys recommended  clarification  by  amending  various  sections  and  add- 
ing others.  Accordingly.  Assembly  Bill  Xo.  96S.  Geddes  and  Erwiii.  was 
introduced  at  the  1055  Regular  Session,  bnt  did  not  survive  the  com- 
mittee hearing  and  consequently  never  reached  the  floor.  However,  the 
most  necessary  points  revising  the  bonding  provisions  of  the  act  were 
incorporated  in  Senate  Bill  No.  975  (1955,  Murdy')  and  were  enacted 
as  an  urgency  measure. 

Enclosed  herewith  is  a  copy  of  Assembly  Bill  Xo.  96s  (marked  A"^ 
in  strikeout  type  showing  deletions  from  the  original  draft  The  deleted 
sections  were  designed  to  provide  an  alternative  method  of  assessment 
which  coiild  be  utilized  in  a  much  more  effective  and  '^-fficient  manner 
than  those  in  force.  To  summarize  some  of  the  benefits  I  list  the  fol- 
lowing comparisons : 


A$  proposed 

1.  Date  of  assessment  lien  first  Monday 

in  March.  Same  as  county. 

2.  Period    of    assessment.     From     first 

Monday  in  March  to  first  Monday 
in  June. 

3.  Cor'  '"--'■  "        *■     --^-^sment.     Books 

•  red   To   secre- 
te   .      .        -    _'l   .    in  August. 

4.  Equalization  notice.  Two   ^2)   weeks 

(third  Monday  in  August^. 

5.  Maximum    time    of   hearing.    Twelre 

day.«  (or  approximately  first  Mon- 
day in  September). 

G.  Period  of  computation.  Ten  days. 

7.  Levy.  Due  15  days  from  date  of 
hearing. 

S.  Delinquent.  5  p.m.  last  Monday  in 
December. 


Xone  specifically.  Based  on  the  date  of 

formation  of  the  district. 
Ninety  days  from  the  anniversary  date 

of  formation  of  the  district- 
Assessment   books   filed   with    board   of 

supervisors    during    above    90-day 

period. 
Board  of  supervisors  fix  time  of  hearing 

within  00  days. 
Maximum  time  of  hearing  40  days.  Ten 

days  to  a&x  required  do,  iir^^nt-.. 

Ten  days. 

Due  when  all  the  above  have  been  com- 
pleted. 

By  extending  all  the  periods  involved  to 
the  maximum  allowed  by  statute.  The 
delinquent  date  could  possibly  he  13 
months  from  the  date  of  assiessment- 


To  illustrate  the  value  of  the  proposed  legislation,  I  recite  the  ex- 
perience of  this  district  under  the  existing  .statutes,  using  the  current 
year  as  an  example. 

The  date  of  formation  is  June  loth.  We  use  the  Los  Angeles  County 
roll  as  the  base  of  our  assessment.  The  fiscal  year  begins  July  1st  and 
ends  June  30th. 

Having  fulfilled  all  the  requirements  of  the  law  in  an  expeditious 
mann<^r  the  b*^-t  we  could  do  was  a  dn*^  Aa*"^  -^f  Xovember  20,  1957.  and 
a  su!  nt  date  of  May  i  Had  the  board  of  super- 

visors       ...  .;   the  equalization  _  to  tht-  maximum  perioil 

allowed,  it  is  conceivable  that  the  delinquent  date  would  fall  in  the 
period  when  we  would  be  submitting  our  budget  estimate  for  the  foUou- 
ing  fiscal  year. 

It  i-  (juite  evident  that  this  is  an  unhealthy  situation,  particularly 
where  pajTuents  on  account  of  bond  servicing  are  concerned. 
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One  of  the  reasons  Assembly  Bill  No.  968  did  not  reach  the  floor  of 
tlie  Assembly  was  oi)position  to  equalization  on  a  local  level.  Whether- 
or  not  this  is  a  valid  objection  is  a  moot  question,  but  I  personally  do 
not  feel  that  local  equalization  is  necessary,  especially  if  the  county 
assessment  roll  is  equalized.  Apart  from  the  preceding]:  comment,  in 
my  opinion  great  value  would  accrue  from  the  enactment  of  legislation 
embodying  the  gist  of  Assembly  Bill  No.  968,  as  an  alternative  to  exist- 
ing provisions  of  the  law. 

As  previousl}^  mentioned,  this  area  is  develoi)ing  quite  rapidly  since 
the  district  has  brought  the  necessary  water  supply.  From  an  assess- 
ment and  collection  point  of  view  our  duties  have  been  multiplied  to 
the  extreme.  To  avoid  duplication  of  effort  we  would  like  to  utilize  the 
provisions  of  Part  6.5  added  to  Division  13  by  the  enactment  of  Assem- 
bly Bill  No.  4182  (Geddes),  Chapter  1487,  1957  Regular  Session.  A 
copy  of  same  marked  "B"  is  enclosed.  However,  upon  further  consid- 
eration the  following  questions  immediately  come  to  mind. 

1.  The  status  of  the  duh'  elected  tax  assessor  and  collector  becomes 
obscure. 

2.  What  disposition  is  made  of  Certificate  of  Sale  previously  issued  to 
the  district  ? 

3.  How  are  certificates  of  redemption  issued,  and  under  the  new 
amendment  who  would  collect  these  moneys? 

4.  Our  bonding  attorneys  have  stated  that  it  is  not  possible  to  form 
improvement  districts  if  this  amendment  is  invoked. 

In  regard  to  Item  4  above,  I  quote  from  a  letter  dated  j\Iay  18,  1957 
and  signed  by  j\Ir.  Franklin  Hamilton  of  the  firm  of  O'Melveny  & 
Myers,  bonding  attorneys  for  this  district. 

The  improvement  district  provisions  of  the  Irrigation  District  Law  are  incor- 
porated into  the  California  Water  District  Law.  Under  the  existing  law,  irrigatiun 
districts  and  California  water  districts  have  similar  provisions  for  the  levy  and 
collection  of  assessments,  and  the  improvement  district  provisions  of  the  Irrigation 
District  Law  will  work  satisfactorily  for  a  California  water  district.  However,  the 
provisions  relating  to  the  levy  and  collection  of  county  taxes  will  not  work  under 
the  improvement  district  provisions  of  the  Irrigation  District  Law.  It  therefore 
would  not  be  practicable  for  AYalnut  to  use  the  irrigation  district  law  provisions  for 
the  formation  of  improvement  districts  if  Walnut  goes  on  the  county  roll. 

It  would  be  a  rather  large  job.  of  draftsmanship  to  prepare  satisfactory  improve- 
ment district  provisions  which  could  be  used  under  the  county  tax  collection 
procedure.  Such  legislation  would  also  have  to  be  prepared  with  extreme  care  in 
order  to  assure  its  workability.  In  view  of  the  shortness  of  time  and  the  press  of 
other  business,  our  office  is  unable  to  draft  such  provisions  so  that  they  could  be 
introduced  at  the  current  session  of  the  Legislature. 

In  addition  to  the  cumbersome  assessment  provisions  of  the  existing  California 
Water  District  Law,  there  are  a  number  of  other  matters  in  said  law  which  should 
be  amended.  It  is  our  recommendation  that  Walnut  Valley  Water  District  defer  its 
efforts  to  secure  legislation  at  the  current  session  and  that  in  lieu  thereof  it  prepare 
some  rather  comprehensive  amendments  overhauling  the  entire  law  and  have  the 
same  introduced  at  the  19.59  Session.  In  this  connection  it  might  be  possible  for 
Walnut  Valley  Water  District  to  enlist  the  co-operation  of  other  California  water 
districts  so  that  the  expenses  of  drafting  such  legislation  would  not  be  borne  by 
Walnut  alone.  If  this  could  be  worked  out,  the  districts  could  employ  an  attorney 
of  their  common  choice  to  draft  the  necessary  amendments  and  he  would  have  ample 
time  to  work  on  them  and  prepare  them  in  a  careful  manner. 

Since  its  enactment  in  1913  and  until  recent  years,  the  California  Water  District 
Law  was  not  widely  used.  Accordingly,  the  law  has  not  been  amended  and  kept 
cun-ent  with  modern  practices.  It  would  appear  to  us  that  the  law  should  be 
modernized   and   made   a    more   efficient   tool   of   administration   for   the   boards   of 
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directors  of  the  various  districts.  Among  other  things,  it  .appears  to  us  that  the  law 
should  be  amended  in  the  following  respects : 

(1)  Provisions  should  be  added  authorizins  the  levy  autl  collection  of  district 
assessments  upon  the  county  tax  roll. 

(2)  Provisions  should  be  added  authorizing  the  board  of  directors  to  utilize  street 
improvement  acts,  such  as  the  Improvement  Act  of  11)11. 

(3)  Provisions  should  be  added  autluuizing  the  creation  of  improvement  districts 
and  the  issuance  of  bonds  for  such  improvement  district.  The  present  pro- 
visions of  the  Irrijration  District  Law  are  not  satisfactory. 

(4)  The  revenue  bond  provisions  of  the  California  Water  District  Law  should 
be  revised. 

(5)  The  provisions  of  the  law  relative  to  the  exclusion  and  annexation  of  terri- 
tory to  the  district  should  be  amplified  and  clarified. 

(G)  The  provisions  of  the  law  relatinf?  to  the  qualifications  and  tenure  of  officers 
should  be  simplified. 

(7)  The  provisions  relating  to  meetings  of  the  board  of  directors  and  the  adop- 
tion of  bylaws  should  be  revised  and  simplified. 

(8)  The  provisions  relating  to  the  calling  and  holding  of  elections  should  aLso  be 
clarified. 

Undoubtedly  there  are  other  matters  which  have  come  to  your  attention  and  that 
of  the  board  of  directors  and  officers  of  the  district,  which  should  be  made  the  subject 
of  amendment. 

Concerning  Item  2  of  Mr.  Ilarailton's  letter  quoted  above,  it  would 
be  a  great  boon  to  California  water  districts  if  the  provisions  of  Divi- 
sion 12,  Part  6,  Chapter  3,  Section  31500  et  seq :  relating  to  adoption 
of  improvement  acts  were  incorporated  into  Division  13. 

You  can  readily  imagine  some  of  the  difficulties  involved  in  forming 
an  improvement  district  in  a  California  water  district  after  considera- 
tion of  the  objections  raised  by  our  bonding  attorneys  outlined  in  the 
enclosed  memorandum  marked  "C."  Still  under  existing  statutes  no 
other  method  is  available  to  accomplish  tliis  most  necessary  public 
service. 

Your  attention  is  also  called  to  Section  36171,  Division  13,  of  the 
Water  Code,  which  authorizes  the  exchange  of  General  Obligation 
Bonds  of  a  California  Water  District  for  bonds  of  the  State  of  Cali- 
fornia. Prior  to  the  issuance  and  certification  of  this  district's  general 
obligation  bond  issue,  I  investigated  the  possibility  of  availing  ourselves 
of  the  provisions  of  Section  30171,  casting  about  for  means  to  save  the 
taxpayers  some  money  in  the  face  of  rising  bond  interest  rates.  How- 
ever, I  found  that  lack  of  complimentary  legislation  renders  Section 
36171  ineffective  for  all  practical  purposes.  If  legislation  were  enacted 
wliich  would  permit  the  use  of  this  section,  it  would  doubtless  be  of 
great  assistance  to  districts  striving  to  fulfill  the  purpose  for  which 
thej'  were  formed.  Should  3'ou  deem  this  matter  worthy  of  further  con- 
sideration I  have  on  file  opinions  of  the  Attorney  General's  office  and 
Legislative  Counsel,  which  will  be  forwarded  to  you  if  you  so  desire, 

Tiiank  you  for  the  opportunity  to  present  the  above  comment. 

Very  truly  yours, 

Edmund  F.  Airey,  General  Manager-Treasurer 
of  Walnut  Vallev  Water  District 
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AMENDED  IN  ASSEMBLY  MAY  ]:{,  1955 

AMENDED   IN  ASSI-^MRLY  MARCH  7,  1955 

CALIFORNIA   LEGISLATURE,  1955  REGULAR   SESSION 

ASSEMBLY  BILL  No.  968 

Introduced  by  Messrs.  Ernest  R.  Geddes  and  Erwin 
January  13.  1955 


REFERRED  TO  COMMITTEE  ON  CONSERVATION,  PLANNING,  AND  PUI'.LK;  WORKS 


An  act  ^  ^^44  P-ftH  ^^S  ^  ^wimm^  iS-  -ef-,  to  amend  Sections 
34020,  34033,  35003,  35004,  35005,  35152,  35153,  35155, 
35401,  35951,  35954,  35996,  35998,  36050,  36173,  36190, 
36192,  36195,  36198,  36199,  36200,  36201,  36212,  37355, 
37370,  and  37371  of,  to  add  Sections  34036,  35155.1,  35975, 
35998.1,  36202,  36213.1,  and  36215  to,  and  to  repeal  Sections 
35952,  35975  and  35976  of  the  Water  Code,  all  relating  to 
California  water  districts  -,  dcclarmg  the  urgency  thereof,  ^ 
iftke  e§e-et  ii 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  i^    l^rH4  ^+S  is  ft44e4  ^^  Diviaion  i^  e£  ^fefee  Watcy 

2  Code  4e  -pead-^ 
3 

4  P-AW^-  ?T^    AT-^ERNATAq^  PKOVTSTONS  ¥Q^ 

6 

7  C 11  AFTER  4^     General 

8 

9  37170.     ^I4««  prHrt  ^wf>vi4es  a++  ftl^ei^«ft44¥e  method  le^  t4te 

10  a-sseF.f«»e«^.T  levy,  eeHeetioft  fm4  eftloi^eeiM-ewfe  oi  assoHsmetttfj  ftw^l: 

11  ihe  f>¥f>^imfmH  e^  tins  f)Ttt4  nimU  fl-et  appiy  t^o  e¥  a#e^  fmy  other 

12  tw^^.'rkMis  e#  this  ee^er  Whe«  a«y  j^feeeediiigs  a^e  commenced 

13  iHt4e4'  th-is  fmv^  ^he  provisietts  el  th»  pa^  a»4  »e  other  shall 

14  apply  t-e  swh  proceedings. 

15  37171.     Oii  e*^  feelei^  #ie  fe^*  M6«4ay  ift  Ma«4i  e#  a«y  wa*' 

16  t4+e  hea+Hl  «+ay  he  resolution  adof^t^  hy  lour-fifths  el  the  mem 

17  feirH^s  el  tiie  heard  elect  te  pi-oceed  ^mder  this  part  lep  tl*e  assess- 

18  iaettty   levy,    collection   a«d   enler-cement   el  asscssmonts   awl 
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tlicrcH^*^  m  that  yonr  fm4  m  Hnocoorling  vonrH  4+he  proviHionr^ 
<^  U+i-N  p;n't  s4+Ti44-  apply  willioiit   t'urtlu'i"  rcrjolutioii. 

■'}717:;j.  As  twe^  h+  l4+«  part  •hoiul"'  niooiia  a  gonoral  ohli- 
gatioii   l)oii(l. 

:>717''>.  ^^hi^  l)oar(l  may  -ky  ^^nohition  adopted  hy-  4-^  h¥-  44+e 
iiioiiil)ef-s  i^  44h^  l>oard  f  liaii««e  44^^  liftf^rd-  ^i^"  ^  #te  diijtrict  4^ 
einiiinciicc  trt  a  -^HHe  otluT  lliaii  that  fixed  hy  %i*e  by-lawr^  #p 
oxiHting  order  el  t4it?  ])oard. 

37171.     "Whonovor  tfee  fiscal  3'car  is  changed,  i4  noGCfjrjar^^  te 

1  in/^.i-ij  l.t       iitilli.^i/.iAJ         1  t  >  J-. -»■*..<  ^       4  /  t        1  1  i  J  V.  i4-        ^   I  *  J  1       /  .  I  1  1  1  r*'^  -f  1  /^  .  ^-^  ti        '  t  1  t  J  I        J  k^'  t  \j  ^\  i  L^i  m 

1  Tl  1  I  %'  H  IV       ni  I  I  M(H    1 1  I       T  1 1'  •  I  I '     %       TTT     T  I  f*^ "  t      TTI"     tTTTTTSTTT .  tttTTI    TTTTTT     '    AT^I    rTTlfn 

♦7-{^  +-kf^  <44Niriel  l>ctweoii  44+e  w+4  ol  ■t+H'  previous  tinea  I  ^car  frt+d 
■t+H'  eoffiiHen('etHf+t->-  el  T-l-tp  fH^w  fe^Tt-l-  ye;ir.  44++^  board  may  thW- 
4^  44+e  #rfif  Ui^  i^'^rf-  made  let=  fhe  new  -fiHCTd-  year  an-  amount 
t4t^ar!v  .siii'licicnt  4e  raifjc  moncv  ^eir  fkt?  pnrpoHOf)  required  er 
au1hfu-ixe4  by  Seotionrj  37210.  "g^344  a«4  :"w212. 

('llAPTi:H    ^7      Ar.GEfJOMEXT    BoOK 

•'j71S0.  Annually,  bH-ween  tbe  ftHHt  Mnudays  -m  Mareh  a«4 
Jh+hh  44+f  assf^ssei^  Hball  awHfHs  i^U  land  i+t  44h^  district  ^  tbe 
])er!so)i'i  owniug,  claiming,  possefjfjing,  ei^  controlliug  rtr  except 
44ta4-  41  ali  funds  i-ofpiired  to  be  raised  a*=e  iHHfted  other  than  by 
as:-ieHsment,  »e  assestsment  need  be  levied  aft4  fte  asscHsment 

I  VI I    TTTTTT    TTV    yTl  U|7U1  I  ^_t     TTT    i"  |  llll  I  \T,\  tlT 

37181  ■■  A14  el  44h?  la«d  sbal4  be  assessed  al  ils  ^att  easb 
^Vrd+H'  as  el  44^^  -fert-  MH-H4av  b+  ^ai-eli  el  ^tbal  year. 

■>7]82.  4^be  as.K'Ssor  shall  prei)are  aa  assensment  beelr  with 
ap{)ropriate  lieadingr5,  «i  wbieb  shall  be  listed  aH  el  tbe  land. 

')71S:}.     ^'-be  assessment  beelr  shall  contain ! 

+tH-  44ie  name  el  44te  holder  el  fi44e  4e  44+e  -laad  +1  known. 
aatl  il  ur.luiown.  44m+  lael  sliall  be  staletb 

-f-lH-  A  deseri)>tio)t  o^l  44h^  land  sufficient  -te  identify  'i^r. 

■(-e^  44+^  ciish  value  el  ■tb+'  land. 

3718  1.     0«  en  bcfo^H'  4b+^  #i^4-  Monda}'  ia  August  ia  each 

jTT^rr  TTTtr  rtrsit^rinuT"  ni rrtiT  t^Trrr|TTt*Tt*  iLlr)  ttnntrWflTttrrtT  TTtttTit  ttTitT  tttrrTTtrr" 

tT     t'^    TTTtr    rH  l"l  V.  T  Ml    >   . 

'»7Ksr).  44+e  assessor  iiiay  ado])4-  44at4-  portion  el  44te  aiisess- 

1 1 1 1 '  1 1  f"     \'*(\  1 1     r>  11     <  "1  f  - 1  >     ii  f  r  ^  *  I'-  i  r*  <  I     <''<^ii^>i  '\r     i.t^i  •  e .  i*  i  n  o*     I  «i  i-»  ^  1 1  ■     ii-i4iiit>     -f  K  ^  > 

I  IT»    rtT      TTTTT      TTT      V  ft "  rT      IT  ]  I  \   '    t  V_  <  I      <   1  M  t  ttl   \        t    »  M  (    nfll  JT      TTtTTTT?t      TT  It  1 1  1 1 1      Ttit* 

4ls}-rie4-r  A  cerlitied  eepy  el  44+e  pf>rtion  el  Hm4  assessment  -roll 
oe  rolls  «<->  ado))te4  sbaU  be  #bM4  with  44h^  see  ret  a  ry  a+al  shall 

I '"'  "1 1 1"  TTTT^   iinrn^ nrjiiir  II i    1 1 wiv  rrr  TTttr  tTT7iTTTt*-r  tt7  tIiv   \sX. tl.  ill   ttt   Till, 

informatieH  required  by  Section  37 1 83. 

371  S(i.  "Assessment  ])ooJc"  includes  any  substantial  record 
sbo-w^i+ttf  44+e  iul'ormation  inquired  4e  W'  bept  i-a  +4-:  whet ln-i'  la 
44^  Form  el  bound  volumes  hv^  el  eards  arranged  a«4  kept  le 
pros  idc   e   reeoi'd   ol  4-4++^  ttssefismenls. 


^-IfhV^^'Rrff 


bi-Vr^fe  4v-^H7\i'iso   Assi>.s.vii:\r 


-!44-)7  j\ny  btati  whieli  sliould  bave  been  assessed  t^scaping 
44a'  payment  el  aay  assessment  lep  iM^  reason  sbaW  la  addition 
le  its  eiii-ren4-  assfssmenl  be  ente-rwl  m  44+e  a.sscssment  book  bv 
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the  aaacaaor  irt  ■t+H'  vuhiatioii  wliidt  -ke  dccin.s  piopor  -ff+t^  4~kf 

VI.  Ill    TTx  "TIT    vTrrTTTTtrvi   T t nnt^nr^ rrrt  1 1  \  . 

37191.  ^^he  Tt44#ioiuil  ttSHt^swfiitH  mt  land  ciicapiug  44ie 
])aymcnt  e#  a«-  aaacyniicnt  Hk«44  1^  equalized  fts  provided  i« 
^tMs  part  fe*=  eurrent  aaaes!:iueiitHv 

37192.  A^  {he  ^+m^  e^  -It^yyinpf  tite  eurrcnt  aaaeaament  tfee 
district  hy  ks  boat\4  sl+*H  itn^  e«  land  encapiiig  flw  payment 
e^  mi  asaoHsnient  m+  additional  H-sses^inent  at  t^i^  i=«^  fixetl  m 
t4ie  year  e^  ^t4ie  crjoapod  aaaeatanent. 

37193.  ^i^he  additional  aaaeaamentu  nhaii:  he  payable  irt  ttie 

f««^  y^^  ^A      4-  T  *-^-t  /-\  ft       «->  n      4-  K  /\       j^^i  -1  i»i»i  it-\  4-       ■  \  f -1  !-■  i"i  f '  t  <  1  ^  -\  /A  t  -\  4-  *^  1  -*  /-I       1  4-       t\  r\4-      i-v*^  ^  ^^  1  r  i  li  o  II 

CTTtTtrt?    TtTrTtrTj     TtTT      1 11 V     trtTTTTTrrc     linnVnnlllUtT  t"     TtTTTT     TX     riTTT     TTTtTTT^     rTTTTTrT 

he  su1).ieot  to  Mbe  penaltiea  tH+4  procecdinga  to  enforce  eei- 
leetiona. 

CUAPTER   4t      EQUALIgATION 

37200.  Upon  y^^eeiving-  t4ie  aMse:^snu'nt  book  from  t4+f  assea- 
se^  tbe  secretary  aiw-H:  immediatelfr  g«^  notice  of  ite  receipt 
€m4  ei  ihe  timcy  fixed  bv  tiie  aocretary,  when  ^tbe  board  acting 
fts  a  board  ei  equalization  wtt  iwec^  to  equalize  aaaesamenta. 

37201.  ^¥he  aecrotary  s^+ali  «fi^re  notice  of  t4ie  Itearing  by^ 

-i-\tT  l\lTjiJ->-fi/-i-|-\      jai  i/'io      "i     TT'j"*/  >  It-      T,/^^^*     4"  -«  t*  ^^     -r  t--- ^  ^ /^  1 -■- r^     i  in      o      i-^  j-^-r-iTf-i-v  o  -i-i/n-i»     /-v4-     ^-»/-\  <-» 
\f  III  Mlv  (.1  I  Il_'ll     "_'il"\L     TT     >'  V  V  IV     Tv-M      TTTrt     WW  lVi3    TTT    TT    TX  "W  o  I  '  Cl  1  'X.  I      UJ-     fftrTT" 

tH^  circulation  p^:iblished  i»  each  affected  county,  which  notice 
ahall  state  eaeh  ei  tbo  following : 

I      --X       \  ^1       lt/-\  -f  T  -l-^-t   t-x  '-*  T>    .    1  -*  -\   I    *->   /-a  /-\  i^  4-  4-   K  ^  |-\/-A-A-l»TTti-^i 

\  tt   J        T:  it  it      TTTTltr      TTTTTT       J'itILt?      T>T      t  1 1"       liL  ttl  lil"  . 

-fb^  ^Phe  time  a«4  place  where  t4te  aaseaament  beek  may  fee 
inspected  by  t4ie  public. 

37202:  ^I%e  fii^  p-ublication  e4  %iie  notice  sh-att  be  at:  leaat 
4^  days  prior  ^  the  date  fixed  Itw^  thte  hearing. 

37203.     e»t4i  the  eftualization  ia  finished.   t4ie  aaseaament 

]-vri/^  Ir    c*  n  o  1 1    Toiti  n  m    mi    -fli  /a    W  t  r--f--i»T  f^-j-    r\ivioi'^    in    4*  no    T"tM^Mj^q*ji^i"t   A4^   J*  h/^ 

TJtTtTTT    tyrttTTT     i A.  Jlllllll     xTX    TTTtT    tli'll  1  TV  T    TTttTtrtr    TTT    TTl"    ^TvTTSrJTrrjrrrTTTl    TTT    T/xX" 

aecretary  foi^  the  inapection  e^  att  persona  intere 

37201.  0«  t4ie  dxty  apecified  *»  tite  »e%iee  el 
the  board  shal-1  i«eet  as  a  board  of  equalization  to  hear  a»d: 
determine  objections  ^  %he  vahuition.  e¥  a+ty  matter  pertaiu' 
mg  to  ^the  asaeaament  coming  before  i^ 

37205.  ¥he  board  acting  a«  a  board  ei  cqiuilization  shall 
continue  «%  session  jrom-  time  te  time  as  ie«g  as  may  fee  ueccB- 
sary  bwt  ftot  to  exceed  40  days  exclusive  of  Sunday-sr 

37206.  ^Phe  board  acting  as  a  board  ol  equalization  sfeatt 
order  any  changes  »  tfee  assessment  tfeat  i#  deems  just. 

37207.  ¥fee  assessor  shaH-  be  p^^settt  during  %he  equalization 
proceedings  a»d:  shall  make  all  changes  ordered  «*  the  aaseaa- 
ment book. 

37208.  Wi4fe4ft  40  4ays  aite*'  %he  elose  of  the  equalization 
session  the  assessor  shall  adtl  the  total  values  a«d:  determine 
tfee  groaa  aaseased  valuation  of  tfee  landa  rt+ie^  final  equaliza- 
tio»  by  -the  board. 

CnArTER  &7    Levy 

87210.  ¥he  board  each  year  within  4o  days  sMei^  tfee  cloao 
o4  its  session  as  a  board  e4  equalizatiott  shall  levy,  a«4  there ■ 
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iit'toi'  collect,  a«-  ammal  ar^iicf^runont  uytou  lands  within  ^^ 
(list)-i<-t  m  rt+t  amount  Hiii'ficioiit  to  pay ; 

-(-a-»-  44^+^  principal  *^  rrtwi  iiitcrcHt  o++  hondu  its  Utt'v-  hocomo 

^  1  »  1  ■  *  *A  »-\  rl 

TTTTTr       TTTtTT 

■{hj-  Otiic-H  f4aiiU8  mH+  expenses  o4-  fke  d-isti'ict. 

^  ike  extent  that  proviijion  is  otherwiijc  made  hy  t4ie 
hoard,  as  may  fee  permitted  fey^  Iftw^  l-ei^  #mj  payment  e#  any 
t^  44ie  i'oregoin«7  levies  pursuant  te  t4+is  section:  need  ftet  be 
liuide. 

o7lJl  1.  When  l->onds  4o  -he  issued  lunc  feee«  ftuthorizod  fe^ 
ttft  election  rvntl-  where  i+  is  expected  tiuit  w-H  m^  a+Hr  part  ti^ 
SHf4t  hoiuis  wi-l  he  seW  rrt  such  44+H-e  fh*^  principal  ♦M'  interest 
ttrt  s+it4i  bondij  wiii  li*eco«*e  d«e  before  44ie  proceeds  el  tiie  next 
annual  assessment  levied  ai'tcr  such  saie  would  fee  available 
4^  prty-  such  p)-incipal  a«4  interestT  4-ke  boiird  at  44+e  time  ei 
levyint;  -tfee  annual  assessment  «wy  include  itt  tfee  levy  a» 
amount^  sul'ticient  te  pi^y  that  portion  el  ^the  principul  el  a«4 
interes:-t  eft  sa44  bonds  which  il  -is  exj^ected  wi4l  feecoiae  d-ue 

l-\j  \  4- .  .-»»/\  f  1 A  -  \  t-w* /-\  I. .  \  r\  1  111  ^Aji  1  M  <"*  !">  )^"\"  i  f'lw-'f^^r^f^i  I  i  MfV  *^miT''^i  ■  > » -n.  mt  -i  tt  jm  \  4- 
TTtrrtrrTT    tTrt^    jJl  t_»"t.  vtl??    "x    lilt     itt  at    nilL'U^lviiii^    riiiix  ( in  i     ( I  nn  t  riM  t  f  1 1. 1 1  u 

m  1  - 1 1 1      \ s.\     •\^"\  i\ ii\  Ai^       .L^     of--     n  1  IT. '     f  I i>if  ^     i.*^l  I f  ^"\^'i  11  o*     t li I ^     1  /^\--\'     ^\£     •f  n/^ 

TTtTT      TTtr      TtTTXtlTTtTrrtrT      Tr      TTU      llil^\        TTTTTtT      Tt7 rTTTTTTtT^      TTrtT      tU  >  ^        XTT      t/Tlt? 

aHsesament  authorized  fey  ^fefeis  section  tfee  board  determines 
ffeat-  sai4  bonds  a^e  «et  le  fee  sold,  Ifee  ))roceeds  el  Ifee  assess 
me«+  se  ic^«-4  le  ^ay  such  principal  ei=  interest  iimy  fee  trans- 
t'erred  le  tfee  general  fund  el  tfee  district. 

87212.  ^tfee  annual  aijsessment  )Hay  include  an  amount  to  fee 
tletermined  fey  44*e  board-  fewfe  «et-  -te  exceed:  A-  i)ercent  el  -tfee 
tetai  assessed  value  el  tfee  land,  wfe+efe  sww-  shall  fee  appor 

<-  i  /  w  -1  ^  / 1  /■!     -4-^-^    -f  Ki-t    o'i">j7knf''i  I     f\lt1  lOTi'f'imi     i^f^Tif  1     Til  111  1     iii/l    Ti  'u^M     Tr\T*    "f  nr* 

TTTTtTtrtT     TT7     HIV     gtTTltTrTTT     TTljTTgTCTTTTTT     TtT^TTTT     TTtTTTt     TTTTTT     Ttnt-tTt      J.TJ1      TTIt? 

redemption  ef  purchase  el  unnmturcd  bonds  ei^  lei=  Ifee  erea- 
■He+t  el  a  sinkkig  l+wid  4e  pay  bonds  as  -trfeey  become  due. 

fj'l  _'I  »J7  X  I IV*    TtTrTTTTTcT    rCtl"    TTT    rTno~n'1im    1 1  Irl    vTrTTTTT    TtTt    ""  i  iUtT    TTT    TTTtT 

s+H«-  le  fee  i^aist^  le+=  district  purposes  di\ided  fey  W)  percent  ei 
t4*e  aggregate  eqnali;ced  assessed  value  el  t-ht^  l-a+i-d  as  il  ap|)^'ars 
e»  tfee  assessment  book  le^  Ifee  assessmc«l  .year,  t-ke  40  percent 

TTTTTTtff      rttrtTTTtTtrrtT     TTTT     TrTTTTTTrJTtTT^TT     viv  Aijli|llV  lJ.\_-l^rjT 

37211.     ^Pfee  aa'jesBOi-  annually  f^¥\H¥  te  delivering  Ifee  as- 

iJTrTJrtllH.  1 1  L       TjtTtrre      TT7      TTTTT       "t7i"\""  I  WI        rTTTTTTT       vTTTTTTTTtTT^       TTTTTT       V_  1 1  I  v  I         TTT 

a  separate  column  el  t+n^  assessment-  few+k  tfee  ycsi>ective  sums 
m  ^lolhtrs  ae+l  cents  le  fee  ])aid  as  a+f  iinnual  district  iisi'icss- 
wteHl  mi  Ifee  land  listed. 

37215.     Annual    installments   el   aa    im|)ro¥em^e»ft    district 

ttrfrjurjSTiTTL  1 1 1    r^ 1 1 c 1 1 1    uxj   ^ttitt  i  vv t   ttt    tii"    Ttmv  nriTn i_  1 1 1    tttttttt    u  v    tttt^    ui5" 

Gcasor. 

;4i^2444T  0«  e*=  before  Ifee  4¥9l  4ay  el  November  Ifee  asaesaors 
shall  deliver  Ifee  aesesfjmcnt  book  ^  Ifee  ef^Ueetor. 

Chapter  ^     Collection 

37220.  ^l^fee  annual  district  assessment  upon  land  w  a  lte« 
ttgafe+sf  ^4ie  property  as'4essed  Frotu  a-ad  after  44+e  -drst-  Monday 
m  Marcli  ol  fhe"  >H'ai'  ++t  wliicli  t4+e  assessment  w  levied. 
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2  floRamont  book  from  4^-ke  HeeH-e4fH^  h4«44  s^art  ^^  j^nblieation 

TTT  tt    TToTIt  tr    n  I  ?1  t."  I  i  V  1  '  I  J^   Tt  IT    TIT   TTtTT    X<  M  1 1 TTV  til  f^   • 

^TT~r      r  f  trt  t   xTTTT  iinrii  rir^i  i  iv  1 1  in  iTrti    it  1 1"  TtTtTt   I  tiiy  illtttTT 

^  U  ^     Tt  1 11     1 1 1  III  n    \v  nil  I  Tttr   iTririT.  n   TTTr^itt  n  tt  ill  tr"  LlUl  IIH I  llUl  I  Lv 

6  1    /-i\         '  P  I  ^  /-\     >  A  /^^  IT  1-^  I  -f  -1  /-> .  t     4  i^>^     j-lj-Al-«v\j^i-i/Ai-^j-^-»r 

7  -feB-  ^^  ^iflfte  aft4  placo  at  which  payment  e#  QHaoaHmontfl 

TtxTTT^   T7t^   TxTTtTttTT 

9  37222.     ^h^  asaoBsmont  notice  shall  fee  pnblwhf^  at  kast 

10  on  00  a  wf^^-k  #oi^  two  weeks  ii*  a  iiowRpapcr  ef  gene  rat  circu- 

TrtTTv/TT     I  f  UlL7ll^nV\.l    TTT    trTTTTTT    rill  vt    Tl  1 1    "v'ltlT  t  y  , 

12  37223.     ^Phe  ool  lector  ah  nil   a4te«4  at  tfee  time  ami  plaee 

13  apecifie^  ift  tfee  af«*esa*ft€«t  notice  to  receive  asaeaament  pay- 

14  ments; 

15  37221.     Aaseasments  shaW  be  pai^  4«  lawful  monov  ef  the 

16  United  Statoa. 

17  3722.'5.     ^}%e  collector  ahall-  mark  the  date  el  payment  el  afty 

18  aaacsamont  ift  the  aaaesament  beek  eppoaite  tbe  name  el  the 

20  37226.     ^Phe  eelleete^^  shall  gwe  a  receipt  te  tlie  person 

21  Mtalrittg  payment,  specifying : 

X,  X  lt-t\         M' li  /~v     *->  -w^  j-\  -1 1 1->  4-    y-^4-     4-  l-»  /-*     f^  ft  fi /I  f^  n  T-v^  /-kv^4- 

^^  ^  tl^         X  11"   TTnTTTTtTTT   TTT    t  IIU    U/o!3"Ok3llll;llt; : 

23  -fb^  ¥he  amount  pnid. 

24  -(e^  ^5f^  4eseFiption  el  the  property  asscisodT 

25  37227.     5%e  bea#d  *»a^  a4ept  a  resolution  ^^e^ding  that 

26  thereafter  annual  aasesswieiitST  including  improvement  clistrict 

27  asacaamonta  e*'  installmonta  thereof,  shall  be  payable  «t  twe 

28  installfflontsT 

29  37228.     ¥fee  twe  iftstaHetents  shaH  be  effnarl  ttsless  the  ?^ee- 

30  lution  s^eei^es  diffe^ettt  pereontages  te  be  pai4  i»  eaeh  install- 

31  ment^  «*  which  ease  the  installments  shall  be  pa^'able  as  speci- 

xO  -t-tr^rX    2JXX    4-  V>  /-k    ■v»i^c~tr\  I  itJ"!  r\>l 

O^  TTtrvt   TTT    Til"    1  V  ntJ  tTt"l\7HT 

33  37229.     ¥lie  reaolution  shaH  be  adopted  at  ei^  prior  te  the 

34  time  el  the  levy  el  any  annual  assessment  It  is  te  affeetr 

35  37230.     ^Phe  resolutieft  may  be  rescinded  w  modified  only 

36  se  as  te  affect  any  as^ssmcnt  levied  sabacquent  te  the  rcseis- 

o  J  81011.  01  lHOCllIlCtl  tTOllT 

38 

39  CiiAPTEii  Tt    Delinquency,  Sale,  Aggeggment  After  Sale 

41 

42  37231.     E-xcept  as  etherwiao  provided  ift  tMs  chapter,  the 

43  pye^sions  el  Chapters  4-,  §7  an4  %  el  Part  T  shall  a^ply  te  this 

44  FartTr^ 

45  37232.     Unpaid  assessments  wet  payable  m  installments  ai^ 

46  delinquent  at  &  p.m.  en-  tfee  last  Meftday  i»  December  el  tl*e 

47  year  In  which  they  a?^  levied; 

48  37233.     "Whenever  assessments  a^e  payable  in  installmonta,- 

49  the  feit  installment  il  unpaid:  is  delinquent  at  &  p.m.  en  tbe 

50  last  Monda}^  in  December  el  the  year  in  which  the  ase 
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wtts  lovic'd.  a«4  ihe  rsooond  iiiiitalhiicnt  H  vinpnicl  m 

•  1   i  \       t   i.      »  »  t  J  >  >  »       i     1  i  i  t       I  il'i'i'  *    *    '  *  \'\  t  \  'i  ^'      *  ^   '        i"  1  1  i  t       I   i  \\    \  '   '■**'  \  ^1  tv  I    1  1  1  ^  J  1 

n  t     ^r    TTTrTTT  TTTT    *  li"    TTTTlT    TTTTTTTTTTTT^   TTt    TTtTt    TTITTTtTTTTT^    ''f  ItllX.  . 

37231.  ^rke  oollootor  hIuiII  colloct  o»  tk'liimuciit  atiQcae- 
iin'iits  4W  44it?  -twf  el  ^4+^  <.lHitri(4  fkt^  following"  ))c'iialtic'ij  ^ 

-HH-  WliL'u  UBSL'i^amoiita  m^e  ++h4-  ])ayii])lc'  -itt  iiiHtalliiioiitB,  & 
porcout. 

•fb^  When  a^BcsaiiU'iilfi  m^  fHi-.'i^rekk-  i«  inijtallniontij 

-f4^  Oh ^Ih'  4k^  i+Hr^tiinoiit.  40  ptH=t-e«%T 

-(-2^  0»  ^tlie  soeoiid  installineiit,  ^  piTcciit. 

Si:c.  2t  Sootiuii  31029  <^  44h^  Water  Code  «  aincndod  ^ 
read  : 

31029.  "Irrigation"  «h  iuhhI  i«  44m  d+v4N4eH-  tiicaiiH  m+f.^ 
iK'iiclicial  -Hse  o4  wat^T  tHhI  m+fr  itt4  lU'ccwjary  tt»  t'linuH-h-  water 

1  \/1        I  Tl    I  It    1  ll_ mt       tl'^L  ,      iTTt^lTTTTTTTC^     TTTTT     TTTTT       I  I  IlIlTt  t_t      TT7      nttT7JT    I  ijTCt  t  il^ll^ 

ixrcolatioii,  niidcrgrouiid  ntorago,  wo  11   rcploniHlniu'ut;  <+f  tfee 
Kup|)lyiiig-  o4-  ^VrH-kH^  ItH^  itgric'ul t iirid,  dumostic,   industrial  ei' 


Kh+^  ;^  SECTIOX  1.  Section  34033  of  the  Water  Code  is 
amended  to  read : 

34033.  "Works"  means  m+y  faeilitioH.  tH+d  appurtenanoea 
awd-  ai^purtonant  work,  which  tH^  noGoseary  te  furniah  water 
#e^  benefieia4  -ttHer  including  l^wfe  «e4  limited  4e  includes  works 
to  supply  wafer  for  domestic,  industrial,  and  municipal  piir- 
jjoscs,  irrigation  works,  drainage  works,  reelanuition  works, 
distributing  s^'stems,  dams,  reservoirs  -  canals,  mfd  other  faeili- 

TT"ri    TTTr    t  Itt       TT  rf  *tT  i  (t    1  T*  '"  ,     H\  t » t  f  Jl^t ';     T  re  t  I  ir^lll  Irr.TM  t  rt     TTn    tTTTlTT^l  "Mil  H  M  I     VTT 

watey  ^H^  agricultural,  domeijti^  industrial  oi^  municipal  pur- 
posea.  and  canals. 

Sec.  4  2 .  Section  34036  is  added  to  the  Water  Code,  to 
read : 

34036.  Whenever  by  this  division  a  notice  is  recpiired  to  be 
published  for  a  designated  number  of  weeks  or  once  a  week  for 
a  designated  number  of  weeks,  the  notice  need  be  published  on 
only  one  day  of  each  week  and  for  only  the  same  number  of 
times  as  the  number  of  weeks  designated. 

Sec.  &  3 .  Section  35003  of  the  Water  Code  is  ameinled  to 
read : 

35003.  Each  voter  shall  have  one  vote  for  each  dollar's 
worth  of  land  to  which  he  holds  title.  The  next  preceding 
assessment  book  of  the  district  is  conclusive  evidence  of  owner- 
ship and  of  the  value  of  the  land  so  owned  except  that  in  the 
event  that  an  assessment  for  a  district  shall  not  have  been  made 
and  levied  for  the  year  in  which  the  election  is  held,  the  last 
equalized  assessment  roll  of  each  affected  count}'  shall  be  used 
in  lieu  of  the  assessment  book  of  the  district. 

Sec.  #  i  .  Section  35004  of  the  Water  Code  is  anuMuled  to 
read  : 

35004.  Every  voter,  or  liis  legal  representative,  may  vote 
at  any  district  election  either  iu  person  or  by  a  ])erson  duly 
appointed  as  his  proxy. 
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1  Sec.  ^  5  .     Section  35005  of  the  Water  Code  is  amended  to 

2  read : 

3  35005.     No  appointment  of  a  proxy  shall  be  valid,  accepted, 

4  or  vote  allowed  thereon  at  any  district  election  unless  it  meets 

5  all  of  the  follo\vin<i;  requirements : 

6  (a)   It  is  in  writing. 

7  (b)   It  is  executed  by  the  person  or  le^al  representative  of 

8  the  person  who,  in  accordance  with  the  provisions  of  Section 

9  35003,  is  entitled  to  the  votes  for  which  the  proxy  is  given. 

10  (c)   It  is  acknowledged. 

11  (d)   It  specifies  the  election  at  which  it  is  to  be  used.  An 

12  appointment  of  a  proxy  shall  be  used  only  at  the  election 

13  specified. 

14  Every  appointment  of  a  proxy  is  revocable  at  the  pleasure 

15  of   the   person   executing   it   at   any  time  before   the   person 

16  appointed  as  proxy  shall  have  cast  a  ballot  representing  the 

17  votes  for  which  the  appointment  was  given. 

18  Sec.  S  6  .     Section   35152  of  the  Water  Code  is  amended  to 

19  read : 

20  35152.     Notice  of  a  bond  election  shall  specify: 

21  (a)   The  time  and  place  of  the  election. 

22  (b)   The  purpose  of  the  election. 

23  (c)   The  amount  and  type  of  bonds  proposed  to  be  issued. 

24  (d)   The  maximum  interest  rate  to  be  paid. 

25  (e)   The  purpose  of  the  bonds. 

26  Sec.  Q-  7  .     Section  35153  of  the  Water  Code  is  amended  to 

27  read : 

28  35153.     The  ballots  cast  at  a  bond  election  shall  specify  the 

29  amount  and  purpose  of  the  proposed  bond  issue  and  the  maxi- 

30  mum  rate  of  interest  to  be  paid  on  the  bonds. 

31  Sec.  40  8  .     Section  35155  of  the  Water  Code  is  amended  to 

32  read : 

33  35155.     The  board  may,  by  resolution,  at  such  time  or  times 

34  as  it  deems   proper,  provide  for  the  issuance  of  all  or  any  part 

35  of  the  bonds  if : 

36  (a)   At  an  election  to  determine  whether  general  obligation 

37  bonds  should  be  issued  two-thirds  of  the  votes  cast  favor  the 

38  issuance  of  the  bonds. 

39  (b)   At   an   election   to   determine  whether   revenue   bonds 

40  should  be  issued  a  majority  of  the  votes  cast  favor  the  issu- 

41  ance  of  the  bonds. 

42  Sec.  44  9  .     Section  35155.1  is  added  to  the  Water  Code,  to 

43  read : 

44  35155.1.     The  board  may  divide  the  principal  amount  of 

45  any  issue  into  two  or  more  series  and  fix  different  dates  for 

46  the  bonds  of  each  series. 

47  Sec.  43  10  .     Section  35401  of  the  Water  Code  is  amended 

48  to  read : 

49  35401.     A  district  may  acquire,  plan,  construct,  maintain, 

50  improve,  operate,  and  keep  in  repair  the  necessary  works  for 

51  the    production,    storage,    transmission,    and    distribution    of 
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1  water  for  irrigatioii ,  domestic,  industrial,  and  )nunicipal  pur- 

2  poses,  and  any  drainage  or  reclamation  works  connected  there- 

3  with  or  incidental  thereto. 

4  i^eer  i^  SEC.   11.     Section  35951   of   the   Water   Code  is 

5  amended  to  read: 

6  35951.     Bonds  may  be  issued  for  the  purposes  of  acquiring 

7  or  constructing  kn^igation,  ttietribution,  tt«ti  drainage  works 

8  for  irrigation,  domestic,  municipal,  and  industrial  water  sup- 

9  ply ,  acquiring  the  necessary  property  for  these  works,  acquir- 

10  ing  funds  to  fulfill  contractual  commitments  to  carry  out  the 

11  powers  and  purposes  of  the  district  contained  in  contracts  with 

12  other  agencies,  acquiring  all  or  part  of  the  operating  funds  for 

13  the  district  (the  total  amount  of  such  funds  so  acquired  not  to 

14  exceed  at  any  time  an  amount  equal  to  the  total  operating 

15  costs  of  the  district  for  a  two-year  period  as  estimated  by  its 

16  board),  acquiring  any  property  necessary  for  the  purposes 

17  of  the  district  and  otherwise  carrying  out  the  provisions  of 

18  this  division. 

19  SEC.  12.     Section  35952  of  the  Water  Code  is  repealed. 

20  SEC.  13.     Section  35954  of  the  Water  Code  is  amended  to 

21  read: 

22  35954.     A  district  may,  when  necessary  or  proper,  issue  ad- 

23  ditional  bonds  in  the  same  manner  as  provided  for  the  orig- 

24  inal  issue  for  any  one  or  more  of  the  following  purposes: 

25  (a)    To  comjilete  irrigation  works. 

26  (b)   To  acquire  property  or  property  rights  necessary  or 

27  proper  to  complete  the  irrigation  works. 

28  (c)    To  supply  the  land  with  sufficient  water  for  irrigation  , 

29  domestic,  industrial,  and  municipal  purposes. 

30  (d)   To  make  additions  to  the  irrigation  works. 

31  (e)   To  refund  any  issue  of  bonds  previously  made. 

32  Sec.  14.     Sections  35975  and  35976  of  the  Water  Code  are 

33  repealed. 

34  SEC.  14.1.     Sections  35975  is  added  to  the  Water  Code,  to 

35  read: 

3'3  35975.     Unless  otherwise  provided  in  the  proceedings  for 

37  the  issua7ice  of  the  bonds,  they  and  the  interest  on  them  shall 

38  he  made  from  an  annual  assessment  upon  land  or  charges 

39  which  in  the  discretion  of  the  hoard  are  fixed  and  collected  in 

40  lieu  thereof  and  all  land  shall   he  and  remain  liahle   to   he 

41  assessed  for  these  payments. 

42  SEC.  14.2.     Section  35996  of  the  Water  Code  is  amended 

43  to  read : 

44  35996.     A  district  }nay  sell  bv^  dinposo  el  ttH  w^  tHW  part  el 

45  44te  bonds  iHMned  bfr  i+  a4  44ie  timoH  en  i«  4+h^  mnnncy  tW  44*^ 

46  ])()iird  (U'ciiiH  4e  be  t-e  fbe  bef^t  intercHt  el  44+e  d+N4-t4etT 

47  35996.     The  bonds,  or  any  part  thereof,  may  be  issued  and 

48  sold  as  the  board  determines.  Before  selling  the  bonds,  or  any 

49  part  thereof,  the  hoard  shall  give  notice  inviting  scaled  bids 

50  in  .such  manner  as  the  hoard  may  prescribe.  If  satisfactory 

51  bids  are  received,  the  bonds  offered  for  sale  shall  be  awarded 
5"->  to  the  highest  responsible  bidder.  If  no  bids  arc  received,  or  if 
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1  the  hoard  determines  that  the  hids  received  are  not  safisfac- 

2  tory  as  to  price  or  responsibility  of  the  bidders,  the  board  may 

3  reject  all  bids  received,  if  any,  and  either  readvertise  or  sell 

4  the  bonds  at  private  sale. 

5  Sec.  15.     Section  35998  of  the  Water  Code  is  amended  to 

6  read: 

7  35998.     When  any  bonds  are  sold  by  the  district,  the  treas- 

8  iirer  shall  deliver  the  bonds  purchased  to  the  purchaser  upon 

9  receiving  the  purchase  price  of  said  bonds  plus  the  accrued 

10  interest  on  said  bonds  and  the  premium,  if  any,  bid  by  the 

11  purchaser. 

12  Sec.  16.     Section  35998.1  is  added  to  the  Water  Code,  to 

13  read : 

14  35998.1.     The  accrued  interest  and  premium,  if  any,  shall 

15  be  placed  in  the  general  obligation  bond  fund.  The  purchase 

16  price  of  said  bonds  shall  be  placed  in  the  proper  improvement 

17  fund  and  applied  exclusively  to  the  purposes  for  which  said 

18  bonds  were  voted.  When  said  purposes  have  been  accomplished 

19  any  moneys  remaining  in  said  improvement  fund  shall  be 

20  transferred  to  the  general  obligation  bond  fund  and  when  all 

21  principal  of  and  interest  on  said  bonds  has  been  paid,  the 

22  balance  of  money  then  remaining  in  the  general  obligation 

23  bond  fund  shall  be  transferred  to  the  general  fund. 

24  Sec.  17.     Section  36050  of  the  Water  Code  is  amended  to 

25  read : 

26  36050.     As  soon  as  bonds  have  been  authorized  at  an  elec- 

27  tion,  the  district  or  any  holder  of  title  to  land  may  institute 

28  a  proceeding  in  the  superior  court  of  the  principal  county  to 

29  determine  that  the  bonds  are  legal  obligations  of  the  district. 

30  The  complaint  shall  set  forth : 

31  (a)   That  on  a  specified  date  bonds  of  the  district  were 

32  voted. 

33  (b)   The  amount  of  the  bonds. 

34  (c)   A  prayer  that  the  bonds  be  adjudged  valid  legal  obli- 

35  gations  of  the  district. 

36  Sec.  18.     Section  36173  of  the  Water  Code  is  amended  to 

37  read : 

38  36173.     General    obligation   bonds   shall    not   be    sold,    ex- 

39  changed,  or  delivered  unless  said  bonds  shall  have  been  in- 

40  vestigated  and  certified  as  provided  in  Section  36152. 

41  Sec.  19.     Section  36190  of  the  Water  Code  is  amended  to 

42  read : 

43  36190.     General  obligation  bonds  shall  be  in  such  form  as 

44  may  be  prescribed  by  the  board. 

45  Sec.  20.     Section  36192  of  the  Water  Code  is  amended  to 

46  read : 

47  36192.     Each  issue  or  series  of  an  issue  of  general  obliga- 

48  tion  bonds  shall  be  numbered  consecutively,  and  the  bonds  of 

49  each  issue  or  series  of  an  issue  shall  be  numbered  consecu- 

50  tively  from  lower  to  higher  as  they  mature  and  bear  such  date 

51  as  may  be  prescribed  by  the  board. 
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1  Sec.  21.     Section  36195  of  the  Water  Code  is  amended  to 

2  read : 

3  86195.     General  obligation  bonds  shall  be  payable  at  such 

4  time  or  times  and  place  or  places  as  may  be  desij^nated  by  the 

5  board,  but  in  no  case  shall  the  maturity  of  any  bond  be  more 

6  than  40  years  from  its  date. 

7  Sec.  22.     Section  36198  of  the  Water  Code  is  amended  to 

8  read : 

9  36198.     General  obligation  bonds  shall  bear  interest  at  a 

10  rate  not  in  excess  of  7  percent  per  annum  payable  annually 

11  or  semiannually  as  may  be  prescribed  by  the  board. 

12  Sec.  23.     Section  36199  of  the  Water  Code  is  amended  to 
1.3  read: 

14  36199.     The  interest  on  general  obligation  bonds  shall  be 

15  payable  at  such  place  or  places  as  may  be  prescribed  by  the 
l(i  board   upon   the   presentation   and   surrender   of   the    j^roper 

17  coupons. 

18  Sec.  24.     Section  36200  of  the  Water  Code  is  amended  to 

19  read: 

20  36200.     The  interest  coupons  shall  be  in  such  form  as  may 

21  be  prescribed  by  the  board. 

22  Sec.  25.     Section  36201  of  the  Water  Code  is  amended  to 

23  read : 

24  36201.     Coupons  for  each  installment  of  interest  shall  be 

25  attached  to  the  bonds,  numbered  the  same  as  the  bonds,  and 

26  signed  by  the  secretary. 

27  Sec.  26.     Section  36202  is  added  to  the  Water  Code,  to  read : 

28  36202.     All  the  signatures  on  the  bond  or  coupons  may  be 

29  printed,   lithographed  or  otherwise  mechanically  reproduced, 

30  except  that  one  of  the  siurnatures  on  the  bond  shall  be  manually 

31  affixed. 

32  Sec.  27.     Section  36212  of  the  Water  Code  is  amended  to 

33  read : 

34  36212.     If  at  the  time  the  vote  cast  at  the  election  is  can- 

35  vasscd  a  two-thirds  majority  of  the  votes  cast  upon  the  propo- 

36  sition  favors  the  destruction  of  the  unsold  general  obligation 

37  bonds,   the   president,   in   the   presence  of  a  majority  of  the 

38  members  of  the  board,  shall  destroy  the  bonds. 

39  Sec.  28.     Section  36213.1  is  added  to  the  Water  Code,  to 

40  read : 

41  36213.1.     If  the  unsold  general  obligation  bonds  shall  not 

42  have  been  printed,  the  election   provided   for  in  this  article 

43  shall  be  called  and  held  to  d(>terniinc  whether  the  authority 

44  to  issue  and  sell  paid  said  imprinted  bonds  shall  be  revoked.  If 

45  two-thirds  of  the  votes  cast  upon  the  proposition  favor  such 

46  revocation,    the   authority   to    issue    and    sell    said    unjirinted 

47  bonds  shall   be   revoked,   the  amount   thereof  deducted  from 

48  the  total  amo\uit  authorized  to  be  issued,  and  no  part  of  said 

49  bonds  shall  thereafter  be  printed  or  issued. 
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1  Sec-  29.     Section   36215   is  added   to  the   Water   Code,  to 

2  read  : 

3  36215.     The  provisions  of  Sections  36303,  36304,  363>()5  and 

4  3634S  shall  also  be  applicable  to  {>eneral  oblij^ation  bonds. 

5  Sec.  30.     Section  37355  of  the  Water  Code  is  amended  to 

6  read : 

7  37355.     When  an  assent  to  the  exclnsion  of  any  land  has 

8  been  g'iven  by  any  bondholder,  no  assessments  shall  thereafter 

9  be  levied  on  the  land  exclnded  on  account  of  the  bonds  held 

10  by  him  at  the  time  he  fjave  his  assent. 

11  Sec.  31.     Section  37370  of  the  Water  Code  is  amended  to 

12  read : 

13  37370.     To  the  extent  provided  in  Section  37355,  the  pro- 

14  visions  of  this  article  do  not  apply  to  outstanding  general 

15  obligation  bonds  the  holders  of  which  have  assented   to  the 

16  exclusion  of  land  from  the  district. 

17  Sec.  32.     Section  37371  of  the  Water  Code  is  amended  to 

18  read : 

19  37371.     Land  excluded  from  a  district  shall  be  subject  to 

20  assessment  and  be  otherwise  chargeable  for  the  payment  and 

21  discharge  of  all  of  the  obligations  outstanding  at  the  time  of 

22  the  filing  of  the  petition  for  the  exclusion  of  the  land  as  fully 

23  as  though  the  land  had  not  been  excluded. 

24  ^kser  S^     SeetiouB  35953,   35975  rm4  35976  el  ihe  Wa*ei= 

25  -Cede  a-pe  hreroby  repealed. 

26  Sec.  t^     Thii^   ae%  is  mi  urgency   tttea^jure    ncccBfuiry   i€>¥ 

27  #h*  immediate  preservation  ei  public  p^eeer  iw^aitli  B¥  safety 

28  wi4,h4«:  ^the  moaning  ei  Article  i^  el  khe  Conatitution  aftd  shall 

29  go  i#te  immediate  effect.  ¥ke  fnete  ee»94^ituting  Bvteh  urgency 

30  a«4  necessity  a#e-^ 

31  Certain  el  t4*e  California  Watey  Districts  a«?  i«:  a  transi- 

32  tional  stage,  changing  from  predominantly  agricultural  areas 

33  te  residentird  a«4  industrial  areasT  Protection  el  public  hcalti» 

34  tHid  safety  itt  sueh-  districts  requires  iimi  adequate  wate^^  he 

35  itttt^ediately   supplied   ie  Ui^se   growing   iH^Hi4e«-tiat  attd-  ift- 

36  d-ast«rd-  tti^efts  len  #«?  protection,  demostie  and  industrial  «se 

37  Tm4  e^tiitH^  needful  purposes  el  such  arcas:  ^e«ie  •disti4ets  ha^^? 

38  bet'tt    prevented    from   fe-ianci«g   needed    watei'    facilities    by 

39  itteatts   el   bonds   because  el   defects   in   existing   iegislationr 

40  Deubl  e4ciste  as  te  ^he  pmv-e^  el  these  districis  te  issue  bonds 

41  le^  4emestie,  industrial  and:  inunicipal  wa-te^^  facilities^  Also, 

42  ihe  pi=esewt  law  creating  a  prior  iien  ie¥  -t+te  fe=-sfe  isswe  el 

43  bends  wiil  malte  later  financing  el  a4di44e«ai  facilities  difficult. 

44  il  ne*  impossibler  41  general  ebiigation  bends  aiM?  te  be  seld 

45  at  a  iH^asonable  i^JHte  el  intcrestv;  #te  bend  provisions  «n*st  be 

46  eiarified  and  amplified  miii:  a  more  ee-rtain  and  expeditious 

47  n^re^bed  provided  le?  #be  assessment  mi4:  eeti-ection  el  district 

48  assensnientsr  41  tbis  aet  becomes  effeeti^ve  innnediately,  sneb 

49  dist«ets   ean   finance   and   construct   needed    watei^   facilities 

50  witbent  deiayr 
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CALIFORNIA   LEGISLATU  RE— 1957   REGULAR   SESSION 

ASSEMBLY  BILL  No.  4182 

Introduced  by  Mr.  Ernest  R,  Geddes 
May  25,  1957 


REFERRED  TO  COMMITTEE  ON  CONSERVATION,  PLANNING,  AND  PUBLIC  WORKS 


An  act  to  add  Part  6.5  (commencing  at  Section  36500)  to 
Division  13  of  the  Water  Code,  relating  to  assessments  of 
California  water  districts. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     Part   6.5    (commencing   at   Section   36500)    is 

2  add  to  Division  13  of  the  Water  Code,  to  read : 
3 

4  PART   6.5.     ALTERNATIVE   PROVISIONS   FOR   LEVY, 

5  COLLECTION   AND    ENFORCEMENT    OF   DISTRICT 

6  ASSESSMENTS  BY  THE  COUNTY 
7 

8  36500.     This  part  provides  an  alternative  method  for  the 

9  levy,  collection  and  enforcement  of  district  assessments  and 

10  the  provisions  of  this  part  shall  not  apply  to  or  affect  any 

11  Other  provisions  of  this  division. 

12  36501.     This  part  sliall  apply  only  to  districts  the  territory 

13  of  which  is  wliolly  within  the  boundaries  of  a  single  county. 

14  36502.     Unless  the  context  otherwise  requires,  the  following 

15  terms  used  in  this  part  shall  mean : 

IG  (a)   "Board  of  supervisors"  means  the  board  of  sujiorvisors 

17  of  tlie  county  witliiu  which  a  district  is  located; 

18  (b)   "Bond"  or  "bonds"  mean  a  general  obligation  bond 

19  or  bonds. 

20  36503.     On  or  before  .lanuary  31st  of  any  year  tlie  board 

21  may  by  resolution  elect  to  proceed  under  this  part  for  the  levy, 

22  collection  and  enforcement  of  assessments,  and  thereafter  until 

23  termination  of  such  election  the  provisions  of  this  part  and  no 

24  other  shall  apply.  The  board  by  resolution  nuiy  at  any  time  on 

25  or  before  Januarv  31st  of  any  vcar  tcniiiuate  its  election  to 
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1  proceed  under  this  part,  and  lliereai'ter  the  provisions  of  this 

2  part  sliall  no  lonj^cr  apply.  On  or  l)ei'ore  February  1st  l'ollowin<i,- 

3  the   ad()i»tioii   of   eillier   of   said   resolutions,   a   certified   copy 

4  thereof  shall  be  fih'd  with  the  auditor,  assessor,  tax  collector 

5  and  treasurer  of  the  county. 

6  36504.     The  board  may  from  time  to   time  by  resolution 

7  provide  for  a  district  fiscal  year,  to  commence  and  end  at  the 

8  dates  specified  in  said  resolution. 

9  30505.     Whenever  the  fiscal  year  is  chanj^ed,  if  necessary  to 

10  provide  sufficient  money  to  meet  the  oblij^ations  and  expenses 

11  of  the  district  between  the  end  of  the  previous  fiscal  year  and 

12  the  commencement  of  the  new  fiscal  year,  the  board  may  add 

13  to  the  estimate  to  be  furnished  to  tlie  board  of  supervisors  for 

14  the  first  new  fiscal  year  an  amount  clearly  sufficient  to  raise 

15  money   for   the   puri)oses   required   or   authorized   by   Section 

16  36506. 

17  36506.     Not  later  than  the  first  day  of  the  month  in  which 

18  the  board  of  supervisors  is  required  by  law  to  levy  taxes  for 

19  county  purposes,  the  district  board  shall  furnish  to  the  board 

20  of  supervisors  an  estimate  in  writin*^-  of  the  amount  of  money 

21  needed   for  the  purposes  of  the   district  for  the  next  fiscal 

22  year.  Except  to  the  extent  that  provision  has  otherwise  been 

23  made  by  the  board,  as  may  be  permitted  by  law,  for  payment 

24  of  the  principal  of  and  interest  upon  bonds  as  they  become 

25  due  and  for  payment  of  other  claims  and  expenses  of  the  dis- 

26  trict,  said  estimate  shall  be  in  an  amount  sufificient  for  pay- 

27  ment  of  the  principal  of  and  interest  on  bonds  as  they  become 

28  due  and  for  payment  of  other  claims  and  expenses  of  the 

29  district. 

30  36507.     The  board  of  supervisors  annually  at  the  time  of 

31  levying   county   taxes  shall   levy   an   ad   valorem   assessment 

32  upon  all  lands  within  the  district  sufficient  to  raise  the  amount 

33  stated  in  the  estimate  of  the  district  board. 

34  36508.     Said   ad   valorem   assessment   shall   be   levied   and 

35  collected  at  the  same  time  and  in  the  same  manner  and  by  the 

36  same   officers   and  with   the   same   penalties   and   interest   as 

37  general  county  taxes  and  when  collected  shall  be  paid  to  the 

38  district. 

39  36509.     The  board  may  by  resolution  authorize  payment  to 

40  the  county  of  reasonable  compensation,  as  may  be  provided 

41  by  law  or  as  may  be  agreed  upon  with  the  county,  for  services 

42  rendered  by  the  county  and  the  officers  thereof  in  levying, 

43  collecting  and  enforcing  district  assessments  pursuant  to  this 

44  part. 


4— L.-101 
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MEMORANDUM 

August  15,  1957 

Subject:     California  water  districts — formation  of  improvement  dis- 
tricts and  issuance  of  improvement  district  warrants. 

The  California  Water  District  Act  (Sections  36450  to  36453,  incl.. 
Water  Code*)  authorizes  the  board  of  directors  of  a  California  water 
district  to  create  improvement  districts  pursuant  to  the  provisions  of 
the  Irrigation  District  Act  (Section  23600  et  seq).  There  are  no  other 
provisions  in  the  California  Water  District  Act  authorizing  the  creation 
of  "an  improvement  district"  within  the  territory  of  the  district  or 
the  issuance  of  warrants  payable  from  taxes  or  special  assessments  col- 
lected within  such  improvement  district. 

Unlike  other  water  district  acts  (e.g.,  County  Water  District  Act  and 
Municipal  Water  District  Act  of  1911),  the  California  Water  District 
Act  has  no  provisions  authorizing  either  the  use  of  ' '  street  acts, ' '  such 
as  the  Improvement  Act  of  1911,  or  the  creation  of  improvement  dis- 
tricts and  the  issuance  of  warrants  payable  from  an  unlimited  ad 
valorem  tax  on  property-  within  the  improvement  district. 

The  improvement  district  provisions  of  the  Irrigation  District  Act 
follow  the  typical  pattern  of  many  "special  assessment  proceedings." 
After  the  filing  of  a  petition  requesting  the  formation  of  an  improve- 
ment district,  the  board  of  directors  orders  a  survey,  preparation  of 
plans  and  specifications,  and  preparation  of  a  proposed  assessment. 
Notice  of  such  action  is  given  to  the  property  owners  and  a  hearing  is 
held  thereon.  If  at  the  hearing  one-third  in  number  of  the  property 
owners  do  not  protest,  the  board  of  directors  may  order  the  district 
formed  and  the  assessment  confirmed.  Property  owners  may  then  pay 
their  assessments  in  cash.  To  the  extent  that  the  assessments  are  not 
paid  in  cash,  the  board  of  directors  may  then  issue  and  sell  warrants. 
The  cash  paj-ments  made  by  property  owners  plus  the  proceeds  from 
the  sale  of  the  warrants  are  then  used  to  pay  for  the  construction  of 
the  improvement  district  works.  Construction  may  be  done  either  by  the 
district  by  force  account  or  by  means  of  construction  contracts. 

Proceedings  under  the  improvement  district  provisions  of  the  Ir- 
rigation District  Act  are  more  cumbersome,  time-consuming  and  ex- 
pensive than  similar  proceedings  by  other  types  of  water  districts. 
There  are  a  number  of  uncertain  and  inconsistent  provisions  in  the 
improvement  district  portion  of  the  Irrigiation  District  Act  for  which 
there  are  no  satisfactory  answers.  This  is  particularly  true  where  the 
annual  assessment  of  the  district  is  collected  in  two  installments,  as 
authorized  by  the  Irrigiation  District  Act  or  as  required  where  the 
county  tax  roll  is  used  to  collect  district  assessments.  By  reason  of 
these  inconsistencies  we  feel  that  a  "test  suit"  would  be  required  before 
we  could  issue  an  approving  opinion  on  the  warrants.  A  more  detailed 
analysis  of  the  Act  will  hereinafter  be  made,  setting  forth  some  of  the 
practical  and  legal  problems  involved. 

Petition.  A  petition  signed  "by  two-thirds  or  more  in  number  of 
the  holders  of  title  to  land  in  the  proposed  improvement  district"  must 

•  All  citations  unless  otherwise  Indicated  are  to  the  Water  Code. 
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be  filed.  (Section  28602.)  The  petition  must  contain  a  statement  of  the 
plans  of  the  proposed  improvement,  a  description  of  land  in  the  pro- 
posed improvement  district,  the  names  "of  the  owners"  of  all  land 
within  the  district,  and  a  description  of  each  parcel  of  land  owned  "by- 
each  owner,  which  shall  be  according  to  the  next  preceding  equalized 
assessment  book  of  the  district. ' ' 

Questions:  (1)  Are  the  "holders  of  title"  ascertained  from  the 
records  of  the  ('ounty  Recorder  or  from  the  assessment  book  of  the 
district  ? 

(2)  Arc  "holders  of  title"  the  same  as  "owners"? 

(3)  If  a  district  uses  the  county  assessment  roll  and  therefore  has 
no  ' '  district  assessment  book, ' '  can  land  ownership  be  determined  from 
the  county  assessment  roll? 

Survey,  Plans,  Specifications,  Estimate  and  Proposed  Assessment. 
After  a  sufficient  petition  is  tiled  a  * '  survey ' '  of  the  proposed  improve- 
ments must  be  made.  (Section  23625.)  Following  the  survey,  the  board 
orders  preparation  of  the  following  (Section  23626)  : 

(a)  Plans  and  specifications  (although  not  stated  in  the  Act, 
the  plans  and  specifications  mentioned  probably  require  the  prepa- 
ration of  the  final  detailed  construction  plans  and  specifications). 
Such  plans  and  specifications  must  also  include  any  conditions 
which  the  district  is  going  to  impose  on  individual  parcels  with 
respect  to  the  water  service  to  such  individual  parcels.  (Section 
23650.) 

(b)  An  estimate  of  the  cost  of  the  proposed  improvements,  which 
estimate  may  include  an  amount  not  in  excess  of  10%  of  construc- 
tion cost,  to  create  a  ' '  reserve  fund ' '  to  pay  principal  and  interest 
on  the  warrants. 

(c)  A  statement  of  the  proposed  assessment  to  be  levied  against 
each  parcel  of  land  in  the  district,  as  shown  "on  the  last  equalized 
district  assessment  book."  Such  assessment  must  include  interest 
at  a  rate  fixed  by  the  board  on  any  deferred  payments  and  also 
an  amount  equal  to  10%  of  the  assessment,  to  provide  for  antici- 
pated delinquencies  in  the  collection  of  the  assessment.  (Section 
23669.) 

Questions:  (1)  AVliere  a  district  uses  the  county  assessment  roll, 
may  an  assessment  be  collected  where  the  statute  expressly  requires  use 
"of  the  district  assessment  book"? 

(2)  Can  incidental  expenses  of  the  proceeding  (e.g.,  attorney's  fees, 
engineering  expenses,  publication  costs,  financial  consultant  fees,  etc.) 
be  included  as  part  of  the  assessment"? 

(3)  If  a  reserve  fund  is  created  but  is  never  expended,  what  disposi- 
tion is  to  be  made  of  the  proceeds  in  such  reserve  fund?  Are  such 
moneys  to  be  refunded  to  property  owners,  or  may  they  be  used  by 
the  district?  If  usable  by  the  district,  for  what  purposes  may  they  be 
spent? 

(4)  If  the  collections  from  the  mandatory  10  percent  overlevy  are 
never  used,  what  disposition  is  made  of  such  moneys?  Are  such  moneys 
refunded  to  the  property  owners,  or  may  they  be  used  by  the  district? 
If  usable  by  the  district,  for  what  purposes  may  they  be  spent? 
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Suticc,  Hearing,  Order  FoniiiiKj  Iniprovotu  nt  District,  and  Confir- 
mation of  Assessment.  Notice  of  liearinp:  is  g:iveii  to  property  owners 
by  postiiifr,  publication  and  mailinp:.  (Set-tion  2.^646.)  At  the  hearing' 
the  board  of  directors  by  sui)ph'inental  proceed in<>'  may  include  addi- 
tional land  or  exclude  land  from  the  jn-o]i()sed  district.  If  at  the  time  of 
the  hearing  protests  are  made  by  "more  than  one-third  in  number  of 
the  holders  of  title  to  land  within  the  proposed  improvement  district," 
the  board  of  directors  loses  jurisdiction  to  form  the  improvem(>nt  dis- 
trict. (Section  23665.) 

Questions:   (1)   Who  are  "holders  of  title"  to  land  / 

(2)  In  determining:  a  one-third  ])rotest.  are  both  written  and  oi'ul 
protests  to  be  considered  ? 

If  a  one-third  protest  is  not  made,  the  board  of  directors,  in  its  dis- 
cretion, may  adoj)t  an  order  ai)proving  the  jietition,  ordering  the  im- 
provement district  formed,  and  levying  and  apjiortioning  the  assess- 
ment "according  to  benefits."  (Section  2."]6(i7.)  The  assessment  is 
payable  in  "ten  annual  installments"  or,  upon  approval  by  two-thirds 
of  the  board,  in  "twenty  annual  installments."  (Sections  28070  and 
23670.1.)  Said  assessment  and  each  installment  thereof  become  a  lien 
on  the  land  "in  the  same  manner  as  and  be  a  part  of  the  amiual 
assessment  of  the  district."  (Section  23()72.) 

It  will  be  noted  that  provisions  are  made  "for  annual  installments" 
of  the  improvement  district  assessment.  However,  the  Irrigation  Dis- 
trict Act  (Sections  25959  and  26076)  permits  the  board  to  collect  an- 
nual assessments  in  two  installments.  Similarly,  in  the  case  of  collection 
on  the  county  tax  roll,  payments  may  be  made  in  two  installments 
(Sections  2617  and  2618,  Revenue  and  Taxation  Code). 

Questions:  (1)  If  warrants  are  issued,  can  district  collect  animal 
assessments  in  installments? 

(2)  If  the  district  can  collect  assessments  in  two  installments,  is  the 
improvement  district  assessment  to  be  collected  in  the  first  installment, 
the  second  installment,  or  in  (Mpial  pai-ts  in  tiie  first  and  second  install- 
ments ? 

After  the  assessment  has  been  levied  and  the  improvements  con- 
structed, if  the  actual  cost  of  the  improvements  "is  substantially  less 
than  the  estimated  cost,"  the  assessment  may  be  "recomputed"  on  the 
basis  of  actual  co.sts. 

Questions:  (1)  Can  cash  refunds  !)(>  made  to  those  property  owners 
who  paid  their  assessments  in  cash  .' 

(2)  If  no  recomputation  is  ordered,  what  disposition  is  made  of  the 
excess  funds'?  If  usable  by  the  district,  for  what  jmrjioses  may  they  be 
expended  ? 

If  the  original  assessment  proves  to  be  insufticient,  a  sui)plenu'ntal 
assessment  must  be  levied.  (Section  23850.)  Upon  the  tiling  of  a  new 
two-thirds  petition,  an  additional  assessment  for  new  work  may  be 
levied  in  the  same  manner  as  the  original  assessment  was  levied.  (Sec- 
tion 23865.) 

Question:  Is  the  lien  of  a  supplemental  or  additional  assessment  on 
a  parity  with,  or  junior  to,  the  lien  of  the  original  assessment? 
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Note:  If  the  lion  is  junior,  the  supplonicntal  or  iiddition.-il  \v;irrjiiits  will  Ix- 
less  marketable  than  (he  orijrinal  warrants  and  therefore  the  sni)i)leniental  or 
additional  warrants  can  he  expected  to  carry  a  higher  interest  rate. 

Water  Charges.  Tlie  board  may  fix  and  coUoct  water  charjics  "for 
the  operation  of  tlie  iniprovonKMit  district  works."  (Section  28954.) 

Note  :  The  above  provision  is  limited  to  the  collection  of  charges  "for 
operation"  and  does  not  authorize  the  collection  of  charges  to  pa.v  principal 
and  interest  on  the  warrants.  Accordingly,  water  charges  could  not  lie  col- 
lect»Hl  or  used  to  pay  debt  service. 

Facilities  Use  Charges.  Under  the  provisions  of  Section  23956,  the 
board  may  establish  "facilities  nse  charf];es."  Such  charj^es  are  to  be 
fixed  for  each  customer  in  an  amount  equal  to  the  amount  of  the  assess- 
ments upon  the  customer's  land  within  the  improvement  district.  Pay- 
ment of  the  assessment  in  full  constitutes  payment  of  the  facilities  use 
charge.  If  the  assessment  is  not  paid  in  full,  then  the  facilities  use 
charge  is  payable  annually  in  an  amount  equal  to  the  amount  of  the 
annual  installment  upon  the  assessment.  Such  facilities  use  charge 
must  be  paid  "on  or  before  the  next  succeeding  November  20th."  If  the 
facilities  use  charges  are  established,  then  the  board  may  provide  that 
water  shall  be  furnished  or  delivered  only  to  such  lands  for  which  the 
facilities  use  charge  has  been  paid. 

Note:  It  is  seen  that  the  facilities  use  charges  are  set  up  on  an  "annual" 
basis.  No  provision  is  made  for  payment  of  such  charges  Avhere  the  collection 
of  the  annual  assesments  is  made  in  two  installments.  It  will  be  further  noted 
that  the  statute  siwcifically  provides  for  a  delinquency  date  of  "November 
20th."  This  date  is  geared  directly  to  the  annual  assessment  provisions  of  the 
Irrigation  District  Act,  where  the  annual  assessment  becomes  delinquent  on 
the  first  ^londay  of  December.  Where  a  district  utilizes  the  county  tax  roll,  the 
district  assessments  Avill  be  payable  in  two  installments,  the  first  being  delinquent 
on  December  10th  and  the  second  installment  being  delinquent  on  April  10th. 

Question  :  Where  the  annual  assessment  is  collected  in  two  install- 
ments, must  the  entire  facilities  use  charge  be  collected  in  one  in- 
stallment, such  installment  being  due  and  payable  on  or  before  Novem- 
ber 20th? 

Improvement  District  Warrants.  Improvement  district  warrants 
may  be  issued  in  an  amount  not  exceeding  "the  cost  of  the  improve- 
ments" exclusive  of  interest  and  the  amount  of  assessments  paid  in 
cash.  (Section  23975.) 

Question:  Does  "the  cost"  mean  "the  estimated  cost"  prior  to 
actual  construction,  or  does  it  mean  "actual  cost"  following  construc- 
tion ?  If  "  the  cost ' '  means  ' '  actual  cost, ' '  then  it  would  not  be  possible 
to  issue  and  sell  warrants  until  after  construction  was  completed. 

Denomination,  Date  and  Maturity  of  Warrants.  The  warrants  are 
"payable  in  amounts  and  at  the  times  corresponding  substantially  to 
the  amounts  and  times  of  payment  of  the  installments  of  the  improve- 
ment district  assessment."  (Section  23976.) 

Note:  The  above-quoted  language  is  the  only  i)rovision  in  the  Irrigation 
District  Act  concerning  denomination,  the  dating  and  maturity  of  warrants.  Ir- 
rigation district  annual  assessments  (whether  payal)le  in  one  or  two  install- 
ments) are  "due  and  payable"  on  the  date  specified  in  the  tax  collector's  notic<! 
(Sections  25926  and  2.5929)  ;  if  payable  in  one  installment,  they  are  "delin<iuent" 
on  the  last  Monday  of  December,  and  if  payable  in  two  installments,  such  in- 
stallments are  "delinquent"  on  the  last  Mondays  of  December  and  .Tune,  respec- 
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tively.  In  the  case  of  taxes  collected  on  the  county  tax  roll,  (ho  fust  installment 
is  "flue"  on  November  1st  and  "delinquent"  on  December  lOtb  (Sections  2CiQ~) 
and  2G17,  Revenue  and  Taxation  Code)  ;  the  second  installment  is  "due" 
February  1st  and  "delinquent"  April  10th  (Sections  20(K)  ;uul  2(518,  Ke\  enue 
and  Taxation  Code). 

QUESTIONS:  (1)  Which  of  the  followino;  times  is  to  be  fixed  under 
Section  23796  as  the  date  of  payment  for  the  several  maturities  of 
warrants : 

(a)  "Where  the  district  assessment  hook  is  nsed  and  assessments 
are  collected. 

(1)  in  one  installment — on  the  date  specified  each  year  in 
the  collector's  notice,  or  on  the  last  Monday  in  December? 

(ii)  in  two  installments — on  the  date  specified  each  year 
in  the  collector's  notice  or  on  the  last  Monday  of  December 
or  June? 

(b)  Where  assessments  are  collected  on  the  connty  tax  roll — 
November  1st,  December  30th,  February  1st,  or  April  10th? 

(2)  With  respect  to  the  denominations  of  the  warrants,  does  the  word 
"amounts"  as  used  in  Section  23976  mean: 

(a)  A  sinpfle  warrant  in  the  agg:regate  amount  of  all  annual 
installments? 

(b)  Individual  warrants  corresponding  to  the  respective 
amounts  of  the  annual  installment  on  each  individual  parcel  of 
land? 

(c)  Any  denominations  fixed  by  the  board  which  total  the 
aggregate  of  all  annual  installments? 

(3)  With  resjK'ct  to  maturities,  mu^t  maturities  be 

(a)  On  an  annual  basis  (Section  23672),  or 

(b)  On  a  semiannual  basis,  if  tlie  assessment  is  collected  in  two 
installments. 

Tntcrcst  Bate.     The  interest  rate  on  the  warrants  is  "fixed  at  the 

time  of  levy  of  the  improvement  district  assessment."  (Section  23977.) 

Note:    The   lioard   of   dir(>ctors.    not   (he   Iddders.    fixes    the    interest    rate.    In 

the  case  of  cDMiiietit  i\  »•  l)iddinj;.  sucii   biddin.:;  is  based  only  upon   the  premium 

oflFered    l)y    tlif   hiddcrs. 

iS'fl/r  of  Warrants.  The  warrants  nuiy  be  sold  at  a  public  or  private 
.sale  at  not  less  than  par.  (Section  23980.) 

NoTK :  In  view  of  the  "par  reciuirement"  and  the  fact  that  tiie  Ixiard  <>f 
directors  fixes  the  interest  rate  in  ad\ance  of  the  sale  of  the  wariants.  it 
will  be  necessary  for  the  boanl  of  directors  to  fix  a  rate  sufHciently  bi^h  t<i 
insure  that  a  premium  will  be  bid.  If  the  rate  is  fixed  low  enough  t<>  re(|uire 
the  biddinsr  of  a  "discount"  it  \\onld  hi'  necessarv  fur  tlio  bd.-ud  to  reject  the 
bids. 

PayiiK  )it  of  Asscssmoits  hji  I'ropcrf!/  Owiurs.     "At  any  time  before 
imi)rovemeiit  district  warrants  are  issued,"  the  i)roperty  owner  may 
|)a.\-  liis  a.ssessment  in  cash,  without  interest  or  penalty.  (Section  24000.) 
Nt)TK :   Warrants  ar<'  not  considered  "issin-d'   until    liny   liave  lieen  delivered 
to    and    paid    for    b.v    the    pnrch.iscr.    .\((urilin;ily,    property    owners    may    jiay 
a.sse.s.sniciils   in   cash    n[>   until   the   dale  of  delivery  of   the   wairants.    It   is  there- 
fore impo.xsible  to  ;,'ive  the  i)id<Ier  any  assurance  that  the  amount  of  warrants 
to  be  delivered   will   correspond   to   the  amount   of  warrants  for  which   he  hid, 
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After  the  issuance  of  the  warrants,  the  property  owners  may  lessen 
or  remove  the  lien  of  the  assessment  upon  their  property  by  the  de- 
livery of  any  warrants  payable  out  of  the  assessment.  (Section  24002.) 
Tlie  board  of  directors  may  require  that  such  warrants  be  of  substan- 
tially the  same  maturity  as  tlie  issue  of  warrants.  (Section  24003.) 

NoiE:  There  is  no  method  whereby  the  property  owner  may  pay  off  his 
assessment  in  cash  after  the  warrant.s  have  issued.  It  is  necessary  for  the  prop- 
erty owner  to  negotiate  a  purchase  of  warrants  from  the  holder  of  such  war- 
rants, and  further  that  the  ijroperty  owner  find  a  warrant-holder  or  holders 
willinjr  to  sell  warrants  of  "average  maturities."  This  burden  could  be  sub- 
stantial in  the  case  of  a  property  owner  and  mij;ht  i)revent  prei>ayment  of  the 
assessment. 

Enforcement  of  Payment  of  Principal  and  Interest  hy  Warrant- 
holders.  A  warrant-holder  must  look  for  payment  of  principal  and 
interest  upon  his  warrants  solely  from  tlie  assessments  or  facilities 
use  charges  collected  by  the  district.  No  other  funds  of  the  district 
may  be  used  and  no  tax  levy  may  be  made  by  the  district  for  payment 
of  such  principal  and  interest.  Accordinply,  if  one  property  owner  is 
delinquent  in  the  payment  of  the  annual  installment  of  his  assessment, 
such  delinquent  property  owner  could  conceivably  force  the  district 
into  a  technical  default.  There  are  two  provisions  in  the  act  affording 
protection  against  such  delinquencies  and  the  district  being  forced  into 
a  technical  default.  The  first  provision  is  the  provision  requiring  a 
10  percent  over-levy  to  provide  for  anticipated  delinquencies.  (Section 
23669.)  The  second  provision  is  that  set  forth  in  Section  23626(b) 
whereby  the  board  may,  in  its  discretion,  establish  a  reserve  fund  for 
payment  of  principal  and  interest  in  an  amount  not  exceeding  10  per- 
cent of  the  cost  of  the  improvement. 

Test  Suifs.  The  board  of  directors  is  authorized  to  bring  an  action 
to  determine  the  validity  of  the  assessment.  (Section  24021.)  Such  ac- 
tions are  in  rem  action  and  would  be  binding  upon  the  world.  (Section 
22670  et  seq.) 

EXHIBIT  J-13 

Avery,  Meux  &  Gallagher 

Attorneys  At  Lav^ 
Fresno  21,  California,  January  2,  1958 

Honorable  Harold  T.  Johnson 

Chairman,  Senate  Interim  Committee 
on  Study  of  Districts 
Sacramento,  California 

Dear  Mr.  Johnson  :  Mr.  George  D.  Helvey,  Secretary  of  Westlands 
Water  District,  has  turned  over  to  us,  as  attorneys  for  "Westlands 
Water  District,  your  letter  of  December  23,  1957,  addressed  to  him. 

Westlands  Water  District  is  deeply  interested  in  the  study  which 
your  committee  is  to  make  with  regard  to  the  organization,  procedures 
and  operation  of  California  water  districts  created  under  the  California 
Water  District  Act  (Di\'ision  13  of  the  AVater  Code  comprising  Sections 
34000  to  38501). 

Westlands  Water  District,  created  and  organized  under  said  act,  has 
found  by  experience  that  the  procedures  set  out  at  Chapters  4,  5  and 
6,  Part  7  of  Division  13  (comprising  Sections  36950  to  37156),  dealing 
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with  the  deliiKiuent  sale,  redemption  and  deeding  of  property  on  which 
the  assessments  of  the  district  have  not  been  paid,  is  impractical,  incom- 
plete and  ambiguous. 

For  instance,  Section  36955  of  the  Water  Code  requires  the  sale  of 
delinquent  property  to  be  made  at  public  sale  to  the  person  who  bids 
the  amount  of  the  delinquent  assessment  and  penalty  thereon  for  the 
smallest  portion  of  the  delinquent  property.  If  the  assessed  property 
again  becomes  deli)iquent  in  a  succeeding  year  and  prior  to  either 
redemption  by  tlie  owner  or  the  execution  of  a  deed  to  the  purchaser, 
the  delinquent  property  must  again  be  sold  even  though  a  certificate  of 
sale  is  outstanding  for  all  or  any  portion  of  the  delinquent  property. 
It  is  apparent  that  this  could  lead  to  complications  and  confusion. 

As  another  example.  Section  37050  provides  that  all  property  sold  for 
delinquent  assessments  to  the  district  shall  subsequently  be  assessed  for 
district  purposes  as  thougli  it  has  never  been  sold  for  delinquent  assess- 
ments, but  shall  not  again  be  sold  for  delinquent  assessments  as  long  as 
it  is  owned  by  the  district.  However,  Section  37150  providing  that  any 
persons  interested  in  any  property  sold  for  delinquent  assessments  may 
redeem  the  property"  within  three  years  from  the  date  of  sale  does  not 
provide  for  the  paj^ment  of  any  amount  in  addition  to  the  original 
charges  for  which  the  property  was  sold,  other  than  the  interest  thereon. 
It  is  therefore  uncertain  who  is  to  pay  the  assessments  levied  by  the 
district  during  the  period  that  the  property  is  owned  by  tlie  tlistrict 
and  when  and  how  the  jiayment  thereof  is  to  be  enforced. 

Pur.suant  to  the  instructions  of  Westlands  Water  District,  we  have 
prepared  proposed  legislation  to  bring  the  provisions  of  Chapters  4,  5 
and  6  of  Part  7  of  Division  13  of  the  Water  Code  more  generally  into 
line  with  the  procedures  already'  provided  for  irrigation  districts  and 
to  further  simplify  and  clarify  such  procedures. 

We  are  enclosing  herewith  a  copy  of  such  proposed  legislation  for 
your  consideration. 

AVe  have  sent  copies  of  this  proposed  legislation  to  approximately  42 
California  water  districts,  asking  for  their  comments  and  suggestions 
and  for  their  co-operation  in  supporting  the  passing  of  such  legislation 
at  the  next  session  of  the  legislature.  Those  water  districts  who  have  so 
far  replied  to  our  communication  have  expressed  their  approval  and 
their  willingness  to  co-operate.  In  addition  we  have  received  a  letter 
from  the  attornej'  for  one  of  said  California  water  districts,  in  which  he 
states  as  follows:  "I  have  felt  for  some  time  that  the  California  Water 
District  Act  needed  revision  in  many  respects,  and  I  am  wondering  if 
some  of  us  who  are  working  Avith  this  statute  could  not  pool  some  of 
our  suggestions  aiul  luive  a  complete  revision  of  the  law  rather  than  a 
revision  only  in  part." 

We  woidd  deeply  a]>]>reciate  your  keeping  us  advised  as  to  the  prog- 
ress of  your  study  insofar  as  it  relates  to  the  California  Water  District 
Act.  W'l'  would  also  api)reciate  your  suggestions  and  comments  as  to 
how  Icgishitiou  along  the  lines  indicated  by  the  copy  of  tlie  ])roposed 
legislation  which  we  enclose  herewitli  can  l)e  best  processed. 
\'ery  truly  yours. 

Kenneth  (i.  Avkky 

FOR  AVKRY,  MeUX  &  ( !  ALI.-VOIIEK 

Attorneys  for  Wcstlands  Water  District 
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PROPOSED   LEGISLATION   RE   CALIFORNIA   WATER   DISTRICTS 

An  act  to  amend  Sccfioits  36826,  36951,  36952,  36953,  36951,  36955, 
36956,  36957,  36958,  36959,  36960,  37050,  37051,  37150,  37151,  37152, 
37153,  37154,  37155,  37156,  ami  37157  of  the  Water  Code;  and  to 
repeal  ISections  36961,  36962  and  37052  of  the  Water  Code;  and  to 
add  Sections  37158,  37159,  37160,  37161,  37162,  37163  and  37164 
to  Chapter  6,  Part  7,  Division  13  of  the  Water  Code,  relating  to  Cali- 
fornia Water  Districts. 

The  poeple  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Section  36826  of  the  Water  Code  is  amended  to  read 
as  follows : 

36826.  Within  10  days  after  each  assessment  is  due  and  payable, 
the  assessor  shall  publish  in  a  newspaper  of  general  circulation  pub- 
lished in  the  principal  county  a  notice  specifying  all  of  the  following: 

(a)  The  date  on  which  the  assessments  became  due  and  payable  to 
the  tax  collector. 

(b)  The  time  when  the  assessments  will  be  delinquent. 

(e)  That  upon  delinquency  a  penalty  of  5  percent  of  the  assessment 
Avill  be  added  thereto  and  the  delinquent  property  sold  to  the  district. 

Sec.  2.  Section  36951  of  the  Water  Code  is  amended  to  read  as 
follows : 

36951.  As  soon  as  possible  after  the  assessments  become  delinquent 
the  tax  collector  shall  publish  once  a  week  for  three  weeks  in  a  news- 
pajDer  of  general  circulation  published  in  the  principal  county  a  notice 
containing : 

(a)  A  description  of  the  delinquent  property. 

(b)  The  name  of  the  assessee. 

(c)  The  amount  of  the  assessments  and  penalties  due  on  the  property. 
Sec.  3.     Section  36952  of  the  Water  Code  is  amended  to  read  as 

follows : 

36952.  The  notice  shall  also  state  that  the  delinquent  property  will 
be  sold  to  the  district  for  nonpayment  of  the  assessments  and  penalties 
due  on  the  property  at  the  district  office  on  a  date  stated  in  the  notice, 
which  date  shall  not  be  less  than  21  or  more  than  28  days  from  the 
first  publication. 

Sec.  4.  Section  36953  of  the  Water  Code  is  amended  to  read  as 
follows : 

36953.  If  any  error  should  occur  in  the  published  notice  with  re- 
spect to  the  description  of  any  delinquent  property,  the  name  of  the 
assessee  thereof,  or  the  amount  of  the  assessments  and  penalty  due 
thereon  which  might  invalidate  a  sale  thereof  and  such  error  is  discov- 
ered prior  to  sale,  the  collector  shall  at  once  republish  a  notice  as  to  the 
property  affected  by  the  error,  making  such  notice  conform  to  the 
requirements  of  Section^  36951  and  36952.  If  any  error  should  occur 
in  the  publicatioi  .,f  the  notice  with  respect  to  the  time  or  place  of 
publication  or  the  requirements  of  Section  36952,  and  such  error  is 
discovered  prior  to  sale,  the  collector  shall  at  once  republish  the  notice 
in  conformity  with  all  the  requirements  of  Sections  36951  and  36952, 
specifying  a  date  for  the  sale  not  less  than  21  nor  more  than  28  days 
from  the  date  of  the  first  republication. 
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Sec.  5.  Section  3(i!)r)4  of  tlic  Water  Code  is  amended  to  read  as 
follows : 

36954.  On  the  day  tixed  for  the  sale  in  tlie  pnhii.shed  notice,  or  in 
anj-  republished  notice,  the  col'ector  shall  sell  to  the  district  the  whole 
amount  of  each  parcel  of  property  separately  assessed  upon  which  the 
assessments  and  jienalties  due  on  the  property  remain  unpaid  for  the 
amount  of  such  assessment  and  peiudty  thereon. 

Sec.  6.  Section  36955  of  the  Water  Code  is  amended  to  read  as 
follows : 

36955.  Thereupon  the  collector  shall,  as  to  each  ]iarcel  sold,  make 
an  entry  "Sold  to  the  district"  in  the  assessment  book,  and  the  dale  of 
the  sale. 

Sec.  7.  Section  3695G  of  tlic  Water  Code  is  amended  to  read  as 
follows : 

36956.  After  the  delincpient  sale  the  collector  shall  make  out,  in 
duplicate,  and  sii^n  a  certificate  of  sale  for  each  parcel  separately 
assessed  and  sold,  setting-  forth  all  of  the  following-: 

(a)  A  descripiton  of  the  property  sold  and  the  date  of  the  sale. 

(b)  The  name  of  the  assessee. 

(c)  That  the  property  was  sold  f(n'  the  amonnt  of  the  assessment 
and  penalty  thereon,  giving  the  amount  and  year  of  the  assessment. 

(d)  The  date  on  which  the  purchaser  will  be  entitled  to  a  deed. 
Sec.  8.     Section  36957  of  the  Water  Code  is  amended  to  read  as 

follows : 

36957.  The  certificate  of  sale  may  be  substantially  in  tlie  following 
form,  the  blanks  being  filled  to  show  the  facts  in  each  case : 

Certificate  of  Sale  No. 

Water  District 

T.  the  collector  of Water  District,  certify  that  on 

the day  of 19 ,  after  giving  the  required  notice,  I 

sold  to Water  District,  the  purchaser,  for  the  sum  of 

Dollars  ($ )  real  property  in  the  County  of _     , 

State  of  California,  described  as  follows  : 

(insert  description) 

This  land  was  assessed  to This  property  Avas  sold  for  a 

delin(|uent  assessment  levied  on  it  in  the  year  by  the  district, 

and  the  sale  price  was  the  sum  due  and  unpaid  on  the  assessment  and 
penalty  thereon.  The  purchaser  will  be  entitled  to  a  deed  to  the  property 
at  any  time  after  three  years  from  the  date  of  sale,  unless  in  the 
meantime  the  property  is  redeemed. 

Witness  My  Hand  and  the  seal  of  the  district  lliis dav 

of ,  19  __. 

(District  Seal) 


Collector   of 

Water  District. 


Sec.  9.  Section  36958  of  the  Water  Code  is  amended  to  read  as 
follows : 

36958.  Of  each  of  the  duplicate  certificates  of  sale  one  shall  be 
retained  by  the  collector  and  the  other  shall  be  recorded  in  the  office 
of  the  County  Recorder  of  the  county  in  which  the  property  is  situated. 
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Sec.  10.  Section  r^GOriO  of  tlie  AVjitoi-  Codo  is  niiicndcd  to  wm]  ;is 
follows  : 

86959.  On  recoivinji'  the  certificate  of  sale  llie  Connty  Kecorder 
shall  record  it  and  prepare  an  index  in  wliicli  in  separa1(»  coliunns  he 
shall  enter  all  of  the  folloAvinp: : 

(a)  Name  of  the  assignee  recited  in  the  certificate. 

(b)  Name  of  the  assessing  district. 
(e)  Date  of  sale. 

Sec.  11.  Section  36960  of  the  AValer  ("ode  is  amended  to  read  as 
follows : 

36960.  When  property  is  sold  for  assessments  imposed  on  it  as  the 
property  of  a  particular  person,  no  misnomer  of  the  owner,  or  sup- 
posed owner,  or  any  other  mistake  relating  to  the  ownership,  affects  the 
sale  or  renders  it  void  or  voidable. 

Sec.  12.  Sections  36961  and  36962  of  the  Water  ('ode  are  hereby 
repealed. 

Sec.  13.  Section  37050  of  the  Water  Code  is  amended  to  read  as 
follows : 

37050.  All  property  sold  for  delinquent  assessments  to  the  district 
shall  subsequently  be  assessed  for  district  purposes  as  though  it  had 
never  been  sold,  until  the  collector  has  made  and  delivered  to  the 
district  a  collector's  deed,  but  shall  not  again  be  sold  for  delinquent 
assessments  until  after  the  property  has  been  redeemed  or  has  been 
sold  by  the  district. 

Sec.  14.  Section  37051  of  the  Water  Code  is  amended  to  read  as 
follows : 

37051.  If  the  property  is  sold  to  the  district  for  delinquent  assess- 
ments, the  collector  in  making  his  accounting  with  the  treasurer  shall 
furnish  a  statement  of  the  property  sold  to  the  district  and  the  amount 
for  which  the  property  was  sold.  The  treasurer  shall  thereupon  esti- 
mate that  portion  of  the  amount  belonging  to  the  general  obligation 
bond  fund  and  shall  charge  the  general  fund  with  that  portion  and 
pay  it  from  the  general  fund  into  the  general  obligation  bond  fund. 

Sec.  15.  Section  37052  of  the  Water  Code  is  hereby  repealed. 
Sec.  16.  Section  37150  of  the  Water  Code  is  amended  to  read  as 
follows : 

37150.  Property  sold  to  the  district  for  delimiuent  assessments  may 
be  redeemed  by  the  redemptioner  within  three  years  from  the  date  of 
sale,  or  thereafter  before  a  collector's  deed  of  the  property  has  been 
delivered,  by  payment  in  lawful  money  of  the  United  States  to  the 
collector  of  the  amount  for  which  the  property  was  sold,  together  with 
interest  thereon  at  the  rate  of  9  percent  per  year  from  date  of  sale 
(but  not  less  than  f  of  1  percent  for  any  portion  of  a  month),  plus 
the  amount  of  assessments  against  the  property  assessed  subsequent  to 
sale,  plus  the  amount  of  the  recorder's  fees  in  recording  the  certificate 
of  sale  and  the  certificate  of  redemption.  The  "redemj)tioner"  is  the 
person  whose  estate  has  been  sold,  or  his  successor  in  interest. 

Sec.  17.  Section  37151  of  the  Water  Code  is  amended  to  read  as 
follows : 

37151.  On  receipt  of  the  redemption  money  the  collector  shall  make 
out    duplicate    certificates    of    redemption    reciting    the    payment    and 
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statinjr  the  date  and  number  of  the  certificate  of  sale  to  wliicli  tlie 
redemption  applies. 

Sec.  18.  Section  37ir)2  of  the  Water  Code  is  amended  to  read  as 
follows : 

Sec.  37152.  One  of  the  duplicate  certificates  of  redemption  shall 
be  griven  to  the  redemptioner. 

Sec.  19.  Section  37153  of  the  Water  Code  is  amended  to  read  as 
follows : 

37153.  The  collector  sliali  present  tlie  other  duplicate  certificate 
of  re(lemi)tion  to  the  county  recorder  in  whose  ol^ce  the  certificate 
of  sale  is  on  record,  and  the  recorder  shall  either : 

(a)  Attach  the  certificate  of  redemption  to  the  certificate  of  sale 
to  which  it  relates. 

(b)  Record  the  certificate  of  redemption  and  mark  the  word  "re- 
deemed" and  the  date,  and  by  whom  redeemed,  on  the  margin  of  the 
certificate  of  sale. 

Sec.  20.  Section  37154  of  the  Water  Code  is  amended  to  read  as 
follows : 

37154.  The  county  recorder  shall  collect  a  fee  of  50  cents  for 
recording  each  certificate  of  redemption  and  making  the  marginal  nota- 
tions. 

Sec.  21 .  Section  37155  of  the  Water  Code  is  amended  to  read  as 
follows : 

37155.  If  the  property  sold  for  delinquent  a.ssessments  has  not 
been  redeemed  ami  three  years  have  elajised  from  the  date  of  its  sale, 
the  collector,  upon  (leiiiaml.  shall  delivei-  a  collector's  deed  to  the  prop- 
erty to  the  district. 

Sec.  22.  Section  37156  of  the  Water  Code  is  amended  to  read  as 
follows : 

37156.  A  collector's  deed  shall  be  made  by  the  collector  in  duplicate; 
shall  contain  the  date  of  sale  and  his  statement  that  no  ])erson  re- 
deemed the  property  during  the  time  allowed  for  its  redemption;  and 
may  be  in  substantially  the  following  foi-m,  tlie  blanks  being  filled  to 
show  the  fact  in  each  case : 

Collector's  Deed 

Water  District 

On  the day  of ,  19 ,  the  collector 

of Water  District  sold  to 

Water  District,  for  a  delinquent  assessment,  real  property  situated 

within  the  district  and  in  the  County  of ,  State 

of  California,  described  as  follows: 

(insert  description) 
No  person  has  redeemed  the  property  from  the  sale;  the  time  for 

redemption  has  elapsed ;  and  the  purchaser  has  demanded  a  deed  to 

the  ])roperty. 

Wherefore,  I,  the  collector  of Water  District, 

grant  to Water  District  all  of  the  real  property 

aforesaid. 


RKPORT  ON   STITDY   OK  DISTRICTS  85 

Witness  my  hand  and  the  seal  of  tlic  district  tliis day  of 

,  19___. 

(District  Seal) 

Collector  of 

Water  District. 

Sec.  23.  Section  37157  of  the  Water  Code  is  amended  to  read  as 
follows : 

37157.  Both  of  the  du])licate  deeds  shall  be  delivered  by  the 
collector  to  the  secretary,  and  the  secretary  shall  certify  on  both  dnpli- 
cates  of  the  collector's  deed  that  it  lias  been  accei)te(l  by  the  board. 
Snch  certificate  entitles  the  deed  to  be  recorded.  One  of  the  dn})licates 
of  the  collector's  deed  so  certitied  may  be  delivered  by  the  secretary 
to  the  county  recorder  of  the  county  where  the  property  is  situated 
and  recorded  in  the  usual  manner  of  recording  deeds,  or  the  secretary 
may  deliver  both  of  the  dujilicates  to  the  county  recorder  of  said  county 
for  recordinsr  in  the  following-  manner: 

(a)  The  county  recorder  shall  retain  one  of  the  duplicate  deeds  and 
use  it  as  a  printed  form  for  the  purpose  of  making  a  record  in  his 
office  of  the  recorded  collector's  deed.  This  duplicate  is  a  printed  form 
of  deed  within  the  meaning  of  Section  27230  of  the  Government  Code. 

(b)  The  recorder  shall  note  on  the  duplicate  deed  retained  in  his 
office  all  of  the  following  : 

a.  Its  filing  number. 

b.  Exact  time  of  its  reception. 

c.  Name  of  the  person  at  whose  request  it  was  recorded. 

d.  Notation  by  the  comparer  that  the  record  has  been  compared. 

(c)  The  duplicate  collector's  deed  retained  by  the  recorder  when 
properly  noted  as  provided  by  this  article  and  securely  placed  in  the 
record  books  of  his  office  is  recorded  within  the  meaning  of  the  law 
and  is  constructive  notice  to  all  persons. 

(d)  The  recorder  shall  on  the  other  duplicate  of  each  collector's  deed 
make  the  same  notations  as  on  the  one  retained  in  his  office  and  return 
the  unrecorded  duplicate  to  the  district. 

Sec.  24.  Sections  37158,  37159,  37160,  371(51,  37162,  37163  and 
37164  shall  be  added  to  Chapter  6,  Part  7,  Division  13  of  the  Water 
Code,  to  read  as  follows : 

37158.  The  collector's  deed  conveys  to  the  district  title  to  the  prop- 
erty described  therein  free  of  all  encumbrances,  except  liens  for  taxes 
and  assessments  levied  for  state,  county,  municipal  or  other  district 
purposes,  unless  the  property  is  owned  by  the  United  States  or  this 
State  in  which  case  it  is  prima  facie  evidence  of  the  right  of  possession. 
The  title  acquired  by  the  district  may  be  sold  at  public  auction  or 
private  sale  and  conveyed  by  deed  executed  and  acknowledged  by  the 
president  and  secretary.  Authority  to  convey  shall  be  conferred  by 
resolution  of  the  board  entered  on  its  minutes  fixing  the  sales  price  in 
tlie  best  interest  of  the  district.  The  district  may  also  lease  or  otherwise 
deal  with  the  property  as  is  in  the  best  interest  of  the  district. 

37159.  A  collector's  deed  when  acknowledged  or  proved  is  prima 
facie  evidence  that : 

(a)   The  land  was  assessed  as  required  by  law. 
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(b)  The  land  was  equalized  as  re([uire(l  by  law. 

(c)  Tlie  assessments  were  levied  in  accoi-daii.c  \\itli  law. 

(d)  The  assessments  were  not  paid. 

(e)  At  a  proper  time  and  ])bu'e  the  pfopci-ty  was  sold  as  ])r('sci'ib('d 
by  law. 

(f )  The  pi-()j)t'i'ty  was  not  i't'd(H'ni('d. 

(g)  The  i)erson  who  exeeiited  the  deed  was  the  proper  officer. 
37160.     Exeejit  as  ajzainst  aetnal  fraud  a  collector's  deed  acknowl- 

cd<red  or  pi-oved  is  conclusive  evidence  of  the  re<rularity  of  all  of  the 
])r()cee(linji's  from  the  assessment  by  the  assessor,  inclnsive,  up  to  the 
execution  of  the  deed. 

87161.  An  action,  i)roceediny,  defense  answer,  counterclaim,  or 
cross-complaint  based  on  the  alleged  invalidity  or  irregularity  of  any 
collector's  deed  executed  to  the  district  or  based  on  the  alleged  ineii'ec- 
tiveiu'ss  of  the  deed  to  convey  the  absolute  title  to  the  property  de- 
scribed in  it  may  be  commenced  or  interposed  oidy  withi]i  one  year 
after  the  recordation  of  the  deed. 

37162.  An  action,  proceeding,  defense,  answer,  counterclaim,  or 
cross-complaint  based  on  the  alleged  invalidity  or  irregularity  of  any 
agreement  of  sale,  deed,  lease,  or  option  executed  by  a  district  in  con- 
nection with  property  deeded  to  it  by  its  collector  or  based  on  the 
alleged  ineffectiveness  of  the  instrument  to  coii\'(\v  or  affect  the  title  to 
the  ])roperty  described  in  it  may  be  connnenced  or  interposed  only 
within  one  year  after  the  execution  by  the  district  of  the  instrument. 

37163.  The  provisions  of  Sections  37161  and  37162  do  not  apply 
in  the  f ollow'ing  cases : 

(a)  Where  the  assessments  for  which  the  pro])erty  was  sold  were 
paid  before  the  sale. 

(b)  Where  the  property  was  redecMued  after  tlie  sale. 

(c)  Where  the  land  w^as  not  subject  to  assessment  at  the  lime  i1  was 
assessed. 

(d)  Where  no  assessments  were  due  on  the  land  at  the  time  of  sale. 

(e)  Where  fraud  is  established. 

(f )  Where  the  deed  is  void  on  its  face. 

(g)  Where  the  owner  of  the  land  was  at  the  time  of  the  sale  a  minor 
or  insane  person,  in  which  case  the  earliest  time  that  the  statute  of 
limitations  begins  to  run  is  when  the  disability  is  removed. 

371  ()4.  The  burden  of  proof  shall  be  upon  the  pai-ty  urging  ihe 
invalidity,  irregularity,  or  ineffectiveness  of  an  agreement,  deed,  lease, 
or  option  described  in  Sections  37161  and  ;57162  or  of  any  assessments, 
sales,  or  assessment  deeds  of  which  he  com]ilains  to  show  the  invalidity, 
irregularity,  or  ineffectiveness,  and  he  shall  be  ]-e((uii-ed  to  plead  specifi- 
cally the  grounds  upon  which  he  urges  the  invalidity,  irregularity,  or 
ineffectiveness. 

EXHIBIT  J-14 

Napa,  California, 

October  6,  1958 
lioN.  Harold  T.  .Iounson,  Chairman 
'     Senate  Interim  Committee 

Dear  Sir  :  I  received  your  letter  regarding  Resolution  No.  166  on 
special  districts.  I'm  very  glad  to  hear  they  have  a  committee  now  to 
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look  into  districts.  However,  I'm  no  lon<>er  chairman  of  the  Napa 
County  Veterans'  Memorial  District  Board,  but  as  a  veteran  and  tax- 
payer I  would  like  to  send  you  this  list  of  changes  I  put  forth  to  the 
board  when  1  was  chairman.  I  spent  six  years  as  cliairuian  of  the 
board. 

However,  I  sent  this  list  to  Sacramento  over  a  year  ago,  but 
never  had  any  word  of  anything  done  about  it  until  I  received  your 
letter  dated  September  23,  1958. 

Please  excuse  the  writing  as  I'm  a  disabled  veteran  and  my  nerves 
are  shot.  I  have  multiple  sclerosis  of  the  nerves.  I  liad  my  heart  and 
soul  in  this  memorial  district  and  tlu^  buihling  we  started  until  the 
last  election.  I  do  hope  you  ean  change  some  of  the  Veterans  Memorial 
Code  \-dwH  to  protect  us  all  in  the  future  as  taxpayers.  I  would  like 
very  much  to  hear  from  you  as  to  what  becomes  of  the  law  changes  I 
have  asked  to  be  added  to  the  Code.  Thanks. 

I  remain,. 

Wesson   A.    Kirkman 
9  Linnell  Ave., 
Napa,  Calif. 

RESOLUTIONS   TO  ADD   TO  THE   LAWS   OF  THE  MILITARY  AND   VETERANS 
CODE  OF  THE  STATE  OF  CALIFORNIA 

Under  Division  0,  Cliapter  1  of  Article  1  requesting  this  resolution  for  the  addition 
to  the  code  is  presented  by  Wesson  A.  Kirkman,  President  of  the  Napa  County 
Veterans  Memorial  District.  Authorization  given  to  the  president  of  the  board 
by  the  board  members  of  the  Napa  County  Veterans  Memorial  District  Board. 
Mr.  Simon  Sax,  secretary  of  the  board,  Nelson  Rawle,  member  of  the  board,  Harry 
Mortimer,  member  of  the  board,  Ernest  Bud  Gardner,  member  of  the  board. 

No.  1.  That  provisions  he  made  to  the  code  that  any  Veterans  Memorial 
District  set  up  in  the  State  of  California  that  provisions  be  made  that  they 
must  bid  all  buildings  that  they  are  to  construct  costing  over  the  amount 
of  .$.-»,(X)0. 

No.  2.  That  all  districts  formed  also  would  have  to  carry  at  least  $oOO,0<)0 
public  liability  and  property  damage  on  the  district  protecting  the  taxpayers 
of  that  district  from  any  lawsuits  that  might  arise  from  the  negligence  or 
actions  of  the  members  of  the  board  that  they  elected  in  their  district.  As  the 
code  so  states  the  district  can  be  sued  or  the  district  can  sue  in  legal  courts. 

No.  3.  Amendment  to  No.  1199  of  the  Veterans  Memorial  Code  Book,  Page 
175  of  1953.  The  change  being  that  the  secretary  of  the  board  also  be  requested 
to  co-sign  with  the  president  of  the  board  on  all  request  for  payments  not 
like  it  so  states  that  only  the  president's  signature  is  necessary. 

No.  4.  That  all  boards  be  required  to  keep  a  complete  set  of  minutes  of  all 
regular  meetings  and  special  meetings  called.  The  records  to  be  passed  on  to 
the  new  board  that  would  be  elected  and   taking  office. 

No.  5.  Election  dates  for  the  Veterans  Memorial  District  to  be  changed  to 
the  same  date  and  time  as  our  regular  general  election  in  our  County  to 
save  time  and  money. 

No.  6.  All  five  board  members  of  the  Veterans  Memorial  District  to  be 
bonded  under  a  blanket  bond. 

No.  7.  The  board  to  hold  a  regular  meeting  once  a  month  and  invite  the 
taxpayers  to  all  meetings.  Also  notice  of  such  meeting  to  be  publishetl  in  the 
daily    newspaper    three    days    before    meeting    time    and    place. 

Tours  truly, 

Wesson  A.  Kirkman 
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EXHIBIT  J-15 

BoLiNAS  Beach  Public  TTtility  District 

BoLiNAs,  California,  January  15,  1958 

.Mi{.  Harold  T.  Johxsox,  Chairman, 
iSoiafc  Inicrim  Committee, 
Sacramento,  California 

Ref :  Study  of  Districts 

Dear  Sir:  Tliis  district  has  no  special  ]iroblcnis  arrivinji'  from  tlic 
statutes  under  whicli  it  was  establislied  or  <ioverned. 

Our  tOAvn  is  small — less  than  1,000  population  and  in  addition  to  a 
school  district  we  support  two  public  utility  districts  which  were  formed 
to  supply  domestic  water;  one  tire  district;  one  sanitary  district  and  a 
jrarbapc  disj^osal  district. 

There  is  natui'ally  a  lot  of  ovcr]ai)pin<i'  and  duplicMlion.  It  is  my 
personal  opinion  that  if  this  town  was  obliged  to  consolidate  all  districts 
(except  the  school  district)  under  one  public  utility  district  or  one 
service  district,  there  would  be  a  considerable  saving  of  the  taxpaj'er's 
money. 

It  would  mean  one  office  to  maintaiiL  one  maintenance  superintend- 
ent, one  material  yard,  etc.  for  a  saving  of  at  least  30  percent. 

I  do  not  know  that  it  is  possible  to  do  this  but  if  there  were  laws 
requiring  unincorporated  towns  having  less  than  2,500  population  to 
consolidate  the  many  districts  into  one  district,  it  would  be  an  advan- 
tage in  many  ways. 

Sincerely  yours, 

1).  D.  Bossingiiam,  ^Secretary 

EXHIBIT  J-16 

AVENAL  ^loSQlITO  AnATL.M  EXT  DlSTHKT 

Avenal,  California,  September  20,  1958 

Mr.  Harold  T.  Johxson,  Chairman 

Senate  Interim  Committee  on  Study  of  Distt'icts 
Sacramento  14,  California 

Dear  Mr.  Joiixsox  .-  In  response  to  your  September  16th  recpiest  for 
a  r<'j)()rt  of  any  special  problems  of  the  Avenal  Mos(iuito  Abatement 
District: 

The  district  lias  never  been  active  since  its  formation.  The  district 
was  formed  because  our  town  had  a  mosquito  problem.  The  chief  source 
of  mosquitoes  seemed  to  be  our  sewage  disposal  plant.  Omitting  the 
details,  the  sanitary  district  board  of  directors  cleaned  up  the  evai)orat- 
ing  ponds  and  since  then  our  mosquito  problem  has  been  negligible. 

A  few  years  after  the  Mosquto  Abatement  District  was  formed. 
Avenal  formed  a  community  services  district,  through  act  of  the  Legishi- 
ture,  and  this  services  district  has  the  jiower  to  act  in  the  direction  of 
mosquito  abatement,  along  with  other  ])owers  sucli  as  sewage  disposal. 

We  have  no  problems,  being  dormant,  but  the  foi-egoi ng  suggests  that 
there  is  an  overlapping  of  powers,  as  far  as  mosquito  abatement  is  con- 
cerned. The  chiel'  reason  I  have  done  nothing  to  disolve  tiie  .Moscpiito 
Abatement  District  is  that  it  has  the  power  to  go  beyond  the  boumlaries 
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of  tho  Coiniuuiiity  Services  District  to  combat  iiios(|iiit()cs,  and  in  llic 
indefinite  future  we  may  be  glad  to  bave  tbat  ])o-\vei'. 

My  wisbes  to  .you  for  best  of  success  in  your  study.  It  cci-taiuly  is  in 
the  right  direction.  I'm  sorry  I  cannot  be  of  greater  iielp,  boping  the 
above  may  be  of  some  little  help. 

Respectfully  yours, 

Robert  R.  IIalley,  Direcior 

EXHIBIT  J-17 

El  Camino  Hospital  District 
Los  Altos,  California,  March  25,  1959 

Soiatc  Inieriiu  Committee  on  Study  of  Districts 
State  Capitol^  Sacramento  Id,  California 

Gentlemen  :  Pursuant  to  your  request  regarding  any  special  prob- 
lems which  have  occurred  in  our  district  which  was  formed  in  June  of 
1957,  we  are  about  to  commence  construction  of  a  SOO-bed  hospital  upon 
land  which  has  been  purchased.  We  have  had  no  experience  in  the 
problems  which  actually  operating  a  hospital  would  entail.  However,  in 
the  process  of  formation,  we  have  run  across  several  difficulties,  the  first 
of  which  was  with  Section  32100  of  the  Health  and  Safety  Code  which 
requires  that  upon  formation  of  the  district  and  the  appointment  of  the 
first  board,  the  members  so  a]ipointed  shall  classify  themselves  by  lot. 
Two  of  them  w^ill  go  out  of  office  on  the  first  Tuesday  in  January  next 
following  their  appointment.  Because  of  this  code  section,  the  Board  of 
Supervisors  delayed  in  appointment  of  our  members  for  three  months, 
i.e.  from  October  to  January  of  the  following  year  because  had  the 
members  been  appointed  in  October,  they  would  have  had  to  stand  for 
election  at  the  next  regular  election  in  November,  because  they  were 
going  out  of  office  in  January  and  under  the  election  laws  of  California 
it  would  be  impossible  for  the  district  to  hold  an  election  and  give  the 
proper  notices  within  such  a  short  period  of  time.  As  a  consequence, 
the  appointment  procedures,  we  feel,  of  a  newly  formed  district  should 
guarantee  a  minimum  appointment  of  one  year  of  members  selected  for 
the  first  board,  rather  than  to  necessitate  a  reappointment  or  an  election 
to  fill  vacancies. 

The  other  problem  which  we  encountered  was  that  of  financing.  Under 
the  existing  law,  we  could  not  obtain  any  funds  prior  to  being  on  the 
tax  rolls  in  order  that  we  could  issue  tax  anticipation  notes,  and  as  a 
result,  in  May  of  1957  we  obtained  urgency  legislation,  i.e.,  Section 
32130.5  which  alleviated  this  situation. 

Under  the  bond  provisions  of  the  local  Hospital  District  Law,  i.e., 
Sections  32300  through  32314,  a  hospital  district  is  at  a  serious  disad- 
vantage when  compared  with  other  special  districts  and  governmental 
agencies,  primarily  schools,  because  under  the  law  we  are  not  authorized 
to  issue  bonds  in  series,  and  we  also  have  a  20-year  limitation  upon  the 
bonds. 

The  difficulty  is  such  that  when  construction  is  commenced,  the  first 
block  of  bonds  will  be  sold.  However,  the  entire  issue  must  be  retired 
within  20  years  of  the  date  of  issuance  of  the  first  bonds,  and  therefore 
in  our  case  within  authorization  of  $7,300,000  which  are  to  be  issued 
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over  a  three-year  period,  the  last  of  these  bonds  must  be  retired  within 
17  years  since  their  date  of  maturity  is  predicated  upon  the  date  of 
maturity  of  the  first  bonds  of  the  issue.  This  also  means  that  for  prac- 
tical purposes  a  hospital  district  which  sells  bonds  in  an  unfavorable 
market  is  bound  for  the  entire  life  of  tlie  issue  by  the  presumably  hif^h 
interest  rates  which  prevail  at  the  time  of  sale,  even  though  both  the 
market  and  the  quality  of  the  security  offered  may  improve  substan- 
tially in  the  meantime.  In  our  opinion,  the  best  interest  of  all  California 
hospital  districts  would  be  served  if  such  districts  were  empowered  to 
issue  bonds  callable  with  funds  from  any  available  source,  and  if  bonds 
specifically  for  the  purpose  of  calling  outstanding  bonds  prior  to  their 
fixed  maturity  dates  could  be  is.sued. 

That  hospital  districts  be  authorized  to  offer  refunding  issues  by 
simple  resolution  of  the  board  of  directors,  without  submission  of  the 
matter  to  public  vote,  subject  to  the  following  conditions : 

(a)  That  maturities  of  refunding  bonds  be  identical,  bond  for  bond, 
with  those  outstanding  bonds  which  would  be  called  from  the 
refunding  issue. 

(b)  That  refunding  bonds  be  sold  only  at  rates  not  to  exceed  those 
which  would  result  in  net  interest  costs,  after  deduction  of  all 
premiums  and  other  expenses  incident  to  call  and  to  issuance  of 
refunding  bonds,  lower  than  would  be  payable  if  the  outstand- 
ing bonds  to  be  called  were  permitted  to  mature. 

That  the  present  maximum  20-year  maturity  for  hospital  district 
bonds  be  eliminated  or  replaced  by  a  more  liberal  and  realistic  maxi- 
mum. In  our  opinion,  a  40-year  maximum  life  would  usually  be  justi- 
fied, and  should  be  permitted  at  the  discretion  of  the  board  of  directors. 
In  some  situations — that  of  our  district,  for  example — from  one-fifth  to 
one-fourth  of  the  life  of  the  issue  has  elapsed  before  a  hospital  project 
is  even  in  use.  Such  a  facility  is  thus  required  to  retire  its  total  capital 
debt  within  about  15  years  of  the  day  it  opens,  although  its  life  ex- 
pectancy may  be  three  or  more  times  that  period. 

That  provisions  of  law  concerning  bond  maturities  be  clarified  and 
made  more  liberal,  so  that  a  hospital  district,  like  other  public  enti- 
ties, could  plan  its  bond  maturities  in  such  a  way  as  to  achieve  level 
debt  service,  level  tax  rate,  or  whatever  retirement  pattern  the  board 
deems  to  be  in  the  best  interest  of  the  district,  subject  only  to  existing 
provisions  of  the  Financial  Code.  The  present  requirement  that  bonds 
begin  to  mature  not  later  than  five  years  from  the  date  of  the  issue  is 
in  many  cases  an  unrealistic  one  and,  we  believe,  of  little  practical 
value  in  any  case. 

That  hospital  districts  be  permitted  to  issue  authorized  bonds  in 
series,  whereby  bonds  sold  in  several  parts  during  an  extended  con- 
struction period  could  bear  dates  related  to  tlie  several  dates  of  actual 
sale,  and  maturities  could  be  extended  accordingly. 

That  present  sinking  fund  requirements  be  either  clarified,  to  elimi- 
nate any  possibility  of  varying  legal  interpretations,  or  eliminated  alto- 
gether, subject  to  the  discretion  of  the  board  of  directors  in  abiding  by 
other  applicable  law. 
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If  we  can  be  of  any  further  assistance  or  you  liave  any  questions, 
please  do  not  hesitate  to  contact  us.  Thank  you  a{>aiii  for  this  opportu- 
nity of  expressing-  our  thoughts  in  this  matter. 

Very  truly  yours, 

Anthony  A.  Laqorio,  Legal  Counsel 

EXHIBIT  J-18 

WOODLAKK  I'UBLR:  CKiMETERY  DISTRICT 

WooDLAKE,  California,  February  2,  VJo'J 

Harold  T.  Johnson,  Chairman 

iScnafr  Interim  Committee  on  Study  of  J)istricts 

l\e  :  Study  of  and  standardization 
California  Public  Cemetery  Districts 

Gentlemen  :  This  is  in  reference  to  your  letter  resulting  from  your 
Kesolution  No.  IGG. 

For  your  information  our  board  is  composed  of  three  members,  being 
A.  R.  Upp,  president,  Cecil  S.  Jobe,  member  and  R.  C.  Garcia,  secretary 
all  of  whom  reside  in  the  City  of  AVoodlake,  County  of  Tulare,  State 
of  California. 

Our  records  and  also  word  of  mouth,  indicate  that  the  area  which 
now  is  the  Woodlake  Public  Cemetery,  situate  in  the  Woodlake  Public 
Cemeter}-  District,  within  the  boundaries  of  the  City  of  Woodlake,  was 
first  used  as  a  burial  ground  as  far  back  as  1875,  with  no  regard  to  care, 
legal  proprietorship,  association  control  or  what  have  you. 

As  of  November  17,  1921,  a  group  joined  together  and  formed  an 
incorporation,  which  in  turn  formed  the  present  Woodlake  Public 
Cemetery  District  and  we  assume  this  was  done  around  1928,  but  there 
are  no  records  available  to  substantiate  this. 

We  are  unable  to  locate  a  deed  for  the  original  10  acres,  but  we  do 
have  deeds  for  the  additional  three-fourths  acre  and  another  covering 
approximately  two  acres,  plus  an  additional  five-foot  strip  bordering 
the  north  boundary  of  the  original  10  acres. 

We  are  of  the  opinion  that  we  should  request  the  services  of  a  local 
title  company  to  make  a  search  of  the  records  and  to  follow  through  on 
any  legal  stei:)S  necessary  to  place  proof  of  ownership  in  the  hands  of 
our  district. 

The  current  records  are  maintained  in  good  businesslike  manner. 

You  state  in  your  letter  that  in  the  event  we  have  any  special  prob- 
lems that  we  could  contact  your  committee  for  advice  and  help.  This 
comes  with  a  great  deal  of  interest  in  that  we  have  in  the  past  mauy 
years,  been  confronted  with  problems  and  have  never  been  able  to  find 
any  one  person  or  group  county  or  statewise  that  would  or  could 
answer  our  questions. 

One  question  in  mind :  Can  we  or  can  we  not,  as  a  local  district  or 
political  subdivision,  build  a  crypt  or  a  mausoleum  on  our  property 
without  prior  approval  of  one  person  in  the  Los  Angeles  area? 

Other  questions:  Can  wo  as  a  district  repurchase  lots,  plots,  or  grave- 
sites  from  the  original  purchasers  or  their  heirs'?  We  have  many  such 
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cases  tliat  a  lot  or  i)lot  has  hceii  ])ui-(lias('(l  iiumy  years  aiio  and  the 
owners  have  moNcd  away,  witli  no  intciitioii  of  hciiiL;'  Ijuricd  in  oiii- 
cemetery. 

Can  we  or  can  we  not  l^orrow  money  to  construct  a  much  needed 
buildinii-,  to  lionse  i-esti'ooms.  ^\aitin^  i-oom,  sexton's  office  and  equip- 
nirnt.  It  is  not  onr  wish  to  put  the  l)ur(len  of  such  a  buiklin*''  on  the 
taxpayer  all  at  once.  We  can  save  toward  such  a  l)ni]din<>'  by  efficient 
oj^erations  (which  al!  divisions  of  the  government  shouhl  practice)  and 
pay  so  much  eaeli  year  on  the  i)rineipal.  without  inereasin<>-  our  budget. 

We  are  ])roud  to  say  that  we  operate  on  a  -very  low  budget  and  have 
one  of  the  showplaces  in  tlie  area. 

It  is  sujrgfested  in  your  letter  that  Ave  furnish  tlie  citation  of  the  par- 
tieuhu-  statutes  or  code  section  to  whicii  oui-  coinments  refei'.  This  we 
cannot  do.  in  that  we  have  never  been  aide  to  ol)tain  any  infoi'nuition 
as  to  what  or  who  is  in  control. 

We  have  been  advised  that  there  is  a  book  published  by  the  same 
referred-to  individual  who  controls  the  construction  of  the  crypts  and 
mausoleums,  that  givers  the  needed  information  as  requested  for  the 
sum  of  $35.  Should  not  this  information  be  available  througii  the  State? 

You  may  gather  from  the  above  that  we  are  a  closed  corporation  and 
do  not  adhere  to  state  control.  That  we  are  still  oUl  fashioned  in  our 
belief  that  we  reconnnend  local  control  and  yet  be  able  to  call  on  our 
State  for  necessary  helj)  and  advice  when  needed. 

The  above  is  sincerely  meant  to  be  constructive  and  we  hope  it  is 
accepted  as  sucii. 

Very  truly  yours, 

R.  C.  Garcia,  Secretary 

EXHIBIT  J-19 

United  Water  Conservation'  District 
Santa  Paula,  Cai.u'orxia,  -lanuai-y  27,  l!'5i) 

Senate  Interim  Committee  on  Studij  of  Districts 
Sacramento  14,  California 

Gentlemen:  This  will  acknowledge  the  incpiiry  we  received  on 
January  7,  1959,  from  your  connnittee  recjuesting  information  about 
special  problems  that  might  be  encountered  in  the  operation  of  districts 
under  various  statutes  of  the  State. 

The  UnitfHl  Water  Conservation  Disti'iet  is  organized  uiuler  the  Water 
Conservation  Act  of  1  !>:}!.  In  general,  this  act  is  (•omi)rehensive  enough 
aiul  flexible  enough  in  its  provisions  to  permit  ojieration  without  too 
many  special  problems.  Some  amendments  to  the  act  have  been  added 
by  this  district  and  other  districts  to  take  care  of  such  special  ])r<)blems 
as  have  arisen.  TTowcver.  thei-e  ai-e  some  minor  suggestions  that  we 
might  offer  for  consideration  of  your  connnittee. 

The  first  of  these  deals  with  the  need  for  bettei-  liaison  between  differ- 
ent districts  organized  under  the  same  enabling  legislation.  1  have  in 
mind  the  fact  that  there  are  some  10  districts  oi-ganized  undei-  the 
Water  Conservation  Act  of  19M1.  Some  of  these  districts  are  active  and 
have  a  large  program  under  Avay.  Sonu'  of  the  others  ar(^  relatively  in- 
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active  aiul  liave  little  or  no  work  in  proj^-rcss.  We  lia\('  (■ncouiilcircd 
fsitiuitions  where  the  Leg'islature  has  hccii  rcMnicstcd  to  modiry  the  aet 
to  meet  some  particular  situation,  and  this  has  hecii  done  without  in- 
quiring as  to  the  effect  on  other  districts  orfianizcd  uikUt  the  same  act. 

A  specific  instance  of  this  sort  was  in  a  niodifiratiou  (hiring  the  last 
regular  legislative  session  which  was  pi-oposed  hy  one  ol"  the  power  com- 
panies in  the  State.  This  amendment  eliminated  from  our  tax  base  all 
property  except  land.  The  requested  modification  was  made  with  a 
particular  problem  in  mind  in  some  of  the  mountain  counties.  How- 
ever, so  far  as  the  United  District  was  concerned  it  would  have  resulted 
in  cutting  our  tax  base  in  half.  Had  we  not  had  the  act  re-amended 
with  an  emergency  clause,  our  general  fund  program  would  have  been 
disastrousl}'  att'ected  for  that  year  since  the  nuiximum  tax  rate  of  0.25 
was  already'  needed  for  the  recpiired  activities.  A  definite  re(iuirement, 
therefore,  for  notification  of  districts  foi'med  under  an  act  prior  to 
taking  any  steps  toward  modifying  the  act  would  seem  to  be  in  the 
interest  of  good  government  and  to  be  good  legislative  policy.  This 
would,  of  course,  require  that  the  Legislature  or  the  State  maintain  in 
some  conveniently  accessible  form  a  list  of  all  of  the  special  districts 
created  under  any  given  act. 

Another  item  for  consideration  would  be  some  action  to  permit  flex- 
ibility in  setting  the  date  of  the  annual  financial  statements  required 
under  special  district  acts  to  match  normal  budgeting  and  fiscal  year 
procedures.  In  the  case  of  the  United  Di.strict,  Section  18  of  the  Conser- 
vation Act  of  1931  requires  the  annual  financial  statement  on  the  first 
Tuesday  in  March.  This  does  not  fit  in  with  any  of  our  other  financial 
operations.  We  are  planning  to  request  a  change  to  permit  us  to  file  our 
annual  financial  statement  as  of  June  30th  of  each  year.  This  will  elimi- 
nate considerable  duplication  of  work  and  will  give  a  truer  picture  of 
our  fniancial  transactions  since  we  operate  on  a  fiscal  year  basis. 

It  appears  to  us  that  it  would  be  desirable  to  leave  flexibility  in  all 
special  district  acts  so  that  any  district  could  elect  at  the  time  of  its 
organization  the  fiscal  year  under  which  it  chooses  to  operate  and  could 
make  the  annual  financial  statements  match  this  fiscal  year.  Having 
once  selected  a  fiscal  year,  there  should,  of  course,  be  some  limitations 
or  rules  for  making  changes  to  another  reporting  basis. 

Section  30  of  the  Water  Conservation  Act  of  1931  requires  the  allow- 
ance of  a  15  percent  delinquency  factor  in  figuring  our  budget  request. 
While  there  is  much  merit  in  some  allowance  for  delinquency,  it  has 
been  our  experience  here  that  the  actual  delinquencies  have  averaged  less 
than  1  percent  over  the  past  several  years.  Perhaps  some  recognition 
should  be  given  to  this  and  a  factor  of  10  percent  or  less  established  in  lieu 
of  the  15  percent  delinquency  factor.  As  it  works  out  in  our  case,  how- 
ever, the  overcollection  that  results  from  the  delinquency  factor  in  any 
one  year  is  carried  forward  as  a  budget  carryover  to  the  next  year  and 
results  in  a  reduction  in  the  amount  required  to  be  budgeted  for  the 
following  year.  Ultimately,  therefore,  the  total  amount  raised  by  taxes 
is  the  same  in  any  case. 

The  opportunity  to  comment  on  this  matter  to  your  committee  is 
appreciated.  If  we  can  supply  additional  information  or  enlarge  upon 
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the  points  we  have  presented  lierein.  w(^  will  be  happy   to  do  so  on 
refpiest. 

Verv  trnlv  vonrs, 

Wm.  p.  Prke.  .]r. 

General  IMana^'er  and  Chief  Enjjineer 

EXHIBIT  J-20 

Delta  IMosquito  Abatement  District 
VisALiA,  California,  Jannary  13,  1959 

Senate  Interim  Committee  on  Study  of  Districts 
State  Capitol,  Sacramento  14,  CaJifornia 

Gentlemen:  This  is  in  reply  to  your  communication  relative  to 
comments,  suggestions  and  criticisms  abont  the  problems  faced  by 
mosfpiito  abatement  districts  and  the  laws  governing  them. 

Without  reservation  I  believe  the  California  statutes  governing  mos- 
fpiito  abatement  districts  are  the  finest  to  be  found  anywhere.  Local 
interest  can  determine  the  need  for  the  existence  of  the  district.  Once 
a  district  is  formed,  the  members  of  the  board  of  trustees  are  appointed 
by  specified  governing  bodies  of  the  commnnit}^  certainly  a  democratic 
procedure.  Frequently  it  is  difficult  to  encourage  a  potentially  good 
board  member  to  run  for  an  office  which  requires  a  public  election,  yet 
this  person  may  be  willing  to  accept  an  appointment.  Tn  fact,  I  believe 
that  in  at  least  many  cases  it  has  been  possible  for  mosquito  abatement 
districts  to  obtain  far  better  board  personnel  than  would  have  been  true 
if  elections  had  been  required. 

The  mos(|uito  abatement  district  programs  are  technical,  operational 
programs.  Any  interference  as  a  result  of  "politics"  can  create  severe 
harm  to  programs  of  this  type.  I  have  seen  other  technical  programs 
virtually  ruined  by  the  kind  of  "politics"  sometimes  found  in  bodies 
of  elected  officers,  Avherein  someone  Avith  an  axe  to  grind  but  without 
scruples  or  judgment  got  into  office.  The  present  code  under  which 
mosquito  abatement  districts  operate  permits  local  control  through  non- 
political  appointments. 

Local  interest  and  local  policy  control  are  at  their  maximum  value 
in  the  programs  of  the  mosquito  abatement  districts,  since  there  is  a 
board  member  representing  each  segment  of  the  general  population. 
The  provisions  of  the  code  (Health  and  Safety  Code,  Chapter  .'),  Article 
'■\)  require  at  least  five  trustees,  with  one  trustee  for  each  incorporated 
city  and  at  least  one  for  the  county  at  large.  In  the  case  of  the  Delta 
Mosquito  Abatement  District,  there  are  four  incorporated  cities,  there- 
fore the  district  board  would  be  legally  constituted  with  just  one  trus- 
tee representing  the  county  at  large.  However,  this  is  an  agricultural 
t'ounty,  and,  further,  in  this  county  the  mosquito  problems  created  by 
agricultural  activities  far  exceed  those  created  by  urban  communities. 
The  well-conceived  Health  and  Safety  Code  permits  a  district  to  in- 
crease the  membership  at  large  in  order  to  provide  better  representa- 
tion from  the  agricultural  people  of  the  district,  and  the  Delta  Mos- 
(juito  Abatement  District  has  chosen  to  increase  the  membership  at 
lar^e  to  three. 
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The  legal  powers  of  a  mosqiuto  abatemont  district,  under  the  Health 
i\\u\  Safety  Code,  Chapter  5,  Article  4,  appear  to  be  well  defined,  and 
^ve  have  never  experienced  any  significant  difficulties  in  following  them. 
Some  districts  may  prefer  to  use  the  citation  provisions  more  than 
others,  and  some  may  claim  that  these  provisions  arc  too  slow  and 
unwieldy.  In  our  experience,  mosquito  abatement  districts  should  not 
be  permitted  to  wield  dictatorial  powers.  The  provision  Avhich  calls  for 
the  invitation  of  an  unco-operative  mosquito  producer  to  appear  before 
a  board  of  "ordinary  citizens"  is  one  of  the  finest  examples  of  democ- 
racy in  action  that  we  have  observed. 

District  boundaries  are  a  field  in  which  your  committee  might  be 
able  to  develop  recommendations  for  improvement.  In  general,  mosquito 
abatement  districts  have  been  formed  where  there  are  significant  mos- 
quito problems.  County  tax  assessors  have  urged  that  districts  follow 
scliool  district  or  tax  code  boundaries  insofar  as  possible.  However,  as  in 
school  districts,  problems  change,  so  that  eventually  a  boundary  may 
become  very  illogical.  Provisions  in  our  code  are  sometimes  poor  or 
inadequate  to  handle  some  of  these  developing  situations.  We  need : 

1.  A  provision  for  annexing  small  "islands"  of  uncontrolled  area, 
either  adjacent  to  a  district  or  within  logical  operational  range, 
without  resort  to  petitions.  Action  by  the  county  board  of  super- 
visors, properly  publicized,  should  be  sufficient  for  such  action. 
The  California  Mosquito  Control  Association  is  giving  considera- 
tion towards  presenting  this  change  in  a  legislative  bill. 

2.  A  provision  w'herein  districts,  after  mutual  consent,  can  change 
their  contiguous  boundaries  to  meet  new  conditions.  The  county 
board  of  supervisors,  after  proper  publicity,  might  be  a  logical 
agency  to  conduct  the  proceedings.  Two  specific  illustrations  of 
the  need  for  this  provision  are : 

(a)  Visalia.  The  Delta  MAD,  originally  formed  along  school 
district  boundaries,  extends  south  just  two  miles  from  the 
heart  of  the  city.  The  Tulare  MAD,  formed  in  1942,  joins 
the  Delta  MAD  along  this  line  two  miles  from  the  heart  of 
Visalia.  As  Visalia  has  grown  during  the  past  years,  it  has 
extended  almost  to  the  interclistrict  border.  Metropolitan 
Visalia,  as  interpreted  by  the  county  planning  commission, 
extends  almost,  two  miles  into  the  Tulare  MAD.  Years  ago 
at  least  part  of  this  area  changed  school  districts,  joining 
wdth  Visalia,  yet  no  logical  provision  exists  for  changing  the 
mosquito  abatement  district  boundary  line.  For  several  years 
the  Delta  MAD  has  performed  mosquito  control  operations 
in  this  area  in  order  to  protect  the  highly  populated  area 
on  the  southside  of  Visalia,  and  such  activity  is  permitted 
in  the  code.  However,  a  readjustment  of  boundaries  would 
be  a  more  logical  solution. 

(b)  Fresno.  At  one  time  the  City  of  Fresno  was  included 
within  the  boundaries  of  the  Fresno  MAD,  while  adjacent 
land  east  of  the  city  was  in  the  Consolidated  MAD.  In  the 
last  few  years  the  City  of  Fresno  has  grown  in  such  a  way 
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that  a  considerable  part  is  now  inside  the  Consolidated  MAD. 
A  citizen  and  taxpayer  livin<r  in  the  northeast  part  of  the 
C'ity  of  Fresno  is  likely  to  be  confnsed  and  irritated  when, 
npon  calling:  the  Fresno  MAD,  he  is  informed  that  he  must 
make  a  toll  call  to  Selma  for  service.  Altlioutiii  mosquito 
abatement  districts  may  adjust  tlieir  conti'ol  pi"()<irams  ad- 
mirably to  meet  such  situations,  the  more  lo<>ical  provision 
would  appear  to  be  a  boundary  change. 

;■{.  A  consideration  of  Avliat  to  do  with  areas  which  do  not  wish  to 
join  in  the  moscjuito  abatement  program.  A  specific  examjile  in 
Tulare  County  is  the  Li)Klsay-P()rterville  area  wliich  has  refused 
to  join  with  any  mosquito  abatc^nent  district  or  to  form  an  inde- 
pendent district.  Accordinpr  to  the  admission  of  some  of  the 
people,  they  want  services  only  when  they  need  them.  While  they 
have  not  appeared  to  need  such  services  continuously,  neverthe- 
less during-  the  past  few  years  they  have  called  the  county  health 
department  for  some  services.  However,  all  the  taxpayers  of  the 
county  contribute  to  the  health  department,  including:  those  in 
alrea(ly  existing:  mosquito  abatement  districts.  Those  in  tlie  mos- 
quito abatement  districts  thus  pay  twice  to  mosquito  control; 
once  to  their  district,  and  second  to  the  health  department  for 
services  outside  the  district.  Perhaps,  for  the  best  interest  of  all 
taxpayers,  it  would  be  better  in  some  cases  for  mosquito  abatement 
district  boundaries  to  be  county  wide,  with  insistence  that  certain 
areas  be  recjuired  to  join,  or  at  least  that  no  otiier  public  agency 
be  permitted  to  provide  tliis  type  of  service  in  a  county  setup 
such  as  this  one. 

Another  illustration  of  the  tax  unfairness  created  by  this  specific 
problem  may  be  cited  in  the  case  of  Lindsay.  The  southern  border 
of  the  Delta  ]\IAD  is  about  three  miles  north  of  Lindsay.  The 
rural  area  between  the  Delta  ]\IAD  and  Tjindsay  sometimes  pro- 
duces large  numbers  of  mosquitoes  which  move  both  ways.  To 
l)rotect  the  residents  in  the  Delta  MAD  wlio  are  paying:  taxes  for 
mos((uito  control,  w'C  must  go  outside  our  district  to  do  some 
control  work.  Yet  whenever  we  do  this  near  Lindsay  we  reduce 
their  mosquito  problem  and  thus  reduce  their  need  or  desire  to 
join  with  the  district.  In  other  words,  they  get  a  free  ride. 

Although  I  have  discussed  some  of  our  problems  in  considerable 
detail,  this  should  not  be  construed  as  an  indication  of  great  dissatis- 
faction. Basically  I  am  very  well  satisfied  with  the  code  which  provides 
for  mosquito  abatement  districts,  and  I  believe  that  tlie  various  dis- 
tricts are  performing  well  and  according  to  the  desii-es  of  the  i)\iblic. 
Any  changes  suggested  here  should  ])e  considered  as  sliglit  modifica- 
tions as  we  strive  constantly  for  perfection. 

The  work  of  your  committee  in  surveying  the  various  special  districts 
is  certaiidy  commendable.  Tlie  board  of  trustees  of  this  district,  and  I 
as  manager,  will  work  with  vdu  in  cvci-y  w;iy  possible  to  improve 
the  government  of  this  State. 

Sincerely, 

W.  D.  Murray,  Manager 
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EXHIBIT  J-21 

Law  Offices  of  Thornton  &  Taylor 
San  Francisco  4,  February  3,  1958 

Hon.  Harold  T.  Johnson,  CJiairntan 
Senate  Inicrim  Committee 
Sacramento,  California 

Re :  Senate  Resolution  No.  166 

Dear  Mr.  Johnson:  Your  letter  of  January  10th,  1958,  addressed 
to  Mr.  "Walter  Munro,  Almonte  Sanitary  District,  Mill  Valley,  Cali- 
fornia, has  been  referred  to  the  undersigned  by  the  board  of  com- 
missioners of  the  Almonte  Sanitary  District  for  reply.  Mr.  Munro  is 
no  longer  a  member  of  the  board  of  commissioners. 

In  the  opinion  of  the  Almonte  Sanitary  District  Board  of  Commis- 
sioners, the  investigation  contemplated  by  your  committee  is  timely 
and  important.  The  question  of  the  administration  of  special  districts 
for  special  purposes  has  become  very  troublesome  due  to  the  rapid 
population  groAvth. 

The  Almonte  Sanitary  District  Board  recommends  the  following 
matters  as  possible  items  of  investigation  and  study  by  your  committee : 

1.  The  matter  of  investment  of  reserve  funds.  A  great  many  districts 
have  reserve  funds  on  deposit  with  their  fiscal  agent  which  draw  no 
interest.  In  accordance  with  the  terms  of  the  obligation  for  which  the 
reserve  is  made,  the  obligation  could  not  be  legally  called  for  satisfac- 
tion within  a  period  during  which  the  reserve  fund  could  earn  a  return 
in  interest.  For  example,  a  reserve  held  in  addition  to  an  adequate 
sinking  fund  would  not  be  subject  to  employment  until  the  termination 
of  the  ultimate  bonded  indebtedness.  In  the  event  the  term  of  tlie  in- 
debtedness is  of  long  duration,  the  special  districts  should  have  legis- 
lative approval  to  invest  such  reserves  in  U.  S.  Government  bonds, 
Treasury  notes,  or  other  security,  the  interest  thus  reducing  the  ulti- 
mate tax  load  of  the  property  owners  in  the  district. 

2.  The  matter  of  annexation  of  one  district  to  another.  Under  the 
Government  Code  provisions,  certain  types  of  special  districts  may 
annex  another  district  by  means  of  a  petition  of  a  very  small  number 
of  property  owners  in  the  area  to  be  annexed,  and  the  passing  of  a 
simple  resolution  by  the  annexing  district.  The  only  way  such  action 
could  be  blocked  is  by  petition  of  75  percent  of  the  property  owners 
of  the  annexed  district,  which  would  then  force  the  matter  to  special 
election. 

Such  a  procedure  works  governmental  changes  without  tlie  consent 
of  the  majority.  We  believe  that  annexation  should  be  made  possible, 
but  that  safeguards  by  way  of  time  limitation,  public  notice,  and  en- 
largement of  the  number  of  petitioners  required,  should  be  set  up. 

3.  In  the  matter  of  sanitary  districts  only,  a  simplification  of  the 
procedures  whereby  existing  facilities  maj'  be  extended  to  undeveloped 
areas  within  the  same  district  is  in  order. 

4.  In  the  matter  of  sanitary  districts  only,  a  procedure  whereby  a 
district  may  annex  to  it,  with  the  consent  of  the  property  owners  in- 
volved, a  portion  of  the  territory  of  another  district,  with  the  consent 
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of  that  district.  Such  a  procedure  would  permit  the  realignment  of  the 
boundaries  of  existing  districts  on  a  more  realistic  basis.  It  would  also 
permit  a  consolidation  of  two  or  more  uneconomical  districts  into  one 
district  which  could  operate  the  sanitary  services  at  a  smaller  cost  per 
unit  than  could  several  districts. 

Tlic  members  of  the  Almonte  Sanitary  District  Board,  together  with 
the  undersigned,  would  be  pleased  to  be  invited  to  Sacramento  to  give 
tlieir  testimon}'-  before  the  committee,  should  such  testimony  be  in  the 
interests  of  the  committee. 


Very  truly  yours, 


Jerome  F.  Downs, 

Commissioner,  Almonte  Sanitary  District 


EXHIBIT  J-22 

Bloomington  County  Water  District 
Bloomington,  California,  September  9,  1958 

Harold  T.  Johnson,  Chairman 
Senate  Interim  Committee  Study  of  Districts 
Sacramento,  California 

Dear  Sirs:  Your  letter  of  July  15th  reached  me  just  as  I  was  ar- 
ranging a  trip  through  the  Northwest  and  answer  put  put  off  until  my 
return. 

Our  district  was  set  up  and  operates  under  Section  30321  of  the 
County  Water  District  Code.  Generally  speaking,  it  has  been  very  sat- 
isfactory to  our  board.  Through  ignorance  we  have  made  our  share  of 
blunders. 

We  operate  through  or  Avith  the  office  of  our  county  auditor.  We 
have  had  the  finest  of  co-operation.  Our  bonded  indebtedness  is  handled 
entirely  by  them.  All  tax  moneys  collected  on  our  behalf  are  credited 
directly  to  this  "bond  and  interest"  account.  Each  year  we  budget  a 
certain  needed  amount  from  our  earnings  to  supplement  this  tax  money 
request.  This  amount  we  transfer  from  our  cash  account  with  the  county 
to  the  "bond  and  interest."  The  county  makes  all  payments  of  bonds 
and  interest  for  us. 

All  other  payments  are  made  for  us  by  the  county  acting  as  our 
agent.  Each  such  payment  is  activated  by  a  voucher  initiated  by  the 
board  of  directors.  This  secures  all  funds  and  makes  for  an  easy  audit. 
We  have  a  bank  account  into  which  are  deposited  all  funds  received. 
Funds  may  be  drawn  from  this  account  only  by  checks  in  favor  of  the 
county  treasurer,  and  this  check  is  drawn  monthly  and  is  for  the  exact 
amount  of  all  moneys  collected  the  previous  month.  There  are  disad- 
vantages, mostly  on  account  of  small  purchases  across  the  counter. 
This  we  overcome  by  a  petty  cash  account  which  is  replenished  by  a 
voucher  charged  to  the  respective  funds.  So  much  for  internal  workings. 

It  would  seem  to  us  that  your  committee  could  serve  a  most  useful 
|)nrpose  by  outlining  a  iiuide-  h  stej)  by  st^p  procedure —that  wouUl 
guide  a  new  organization  through  the  maze  of  proceedings  in  the  setting 
uj)  of  a  "district."  This  is  not  to  eliminate  the  need  of  an  attorney 
necessarily,  but  rather  to  guide  him.  We  set  up  this  district  and  re- 
ceived our  certificate  of  incorporation  from  the  Secretary  of  State  six 
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years  ap:o  and  put  in  onr  system  and  had  been  operating  for  years 
before  we  knew  that  we  had  to  have  a  permit  from  the  State  Depart- 
ment of  Public  Health  even  to  install  it  ! 

We  had  employed  a  famous  water  attorney  and  hired  his  recom- 
mended engineer.  Neither  of  them  had  ever  heard  of  such  a  require- 
ment. 

Very  sincerely  yours, 

Bloomington  County  Water  District 
By  F.  C.  Marquiss,  Secretary-Manager 

EXHIBIT  J-23 

California  Mosquito  Control  Association,  Inc. 

TuRLOCK,  California,  October  15,  1958 

Mr.  Harold  T.  Johnson,  Chairman 

Sr7wfc  Interim  Commiifoe  on  Stndy  of  Districts 
Sacramento,  California 

Honorable  Sir  :  The  California  'Mosquito  Control  Association  is 
pleased  to  see  the  interest  taken  by  the  California  Legislature  in  the 
various  districts  as  evidenced  by  Senate  Resolution  No.  166. 

Mosquito  abatement  districts  have  been  in  operation  in  California 
for  many  years  and  conduct  their  activities  in  accordance  with  provi- 
sions of  the  Health  and  Safety  Code,  Sections  2200-2426.  Services  per- 
formed essentially  include  reduction  and  prevention  of  mosquito  borne 
disease  as  well  as  reduction  and  source  reduction  of  mosquitos  that 
affect  peace  of  mind  and  personal  comfort. 

A.  Also,  great  economic  values  have  been  added  to  agriculture,  such 
as  more  economic  weight  gains  in  cattle,  greater  milk  production 
and  increased  efficiency  of  farm  labor. 

Effectiveness  of  the  districts  can  be  readily  seen  by  the  growth  of 
existing  districts  and  formation  of  new  districts.  This  growth  and  new 
district  formation  has  been  at  the  request  of  the  affected  people  themselves 
or  at  their  request  through  local  health  officers  and  boards  of  super- 
visors. 

Certainly  the  State  Legislature  is  to  be  complimented  for  providing 
effective  legislation  in  the  field  of  mosquito  control  that  has  stood  the 
test  of  time  with  little  need  for  major  revision.  Enforcement  of  mos- 
quito abatement  la"\vs  by  mosquito  abatement  districts  has  been  accom- 
plished effectively  with  very  little  recourse  to  their  strong  penalty 
provisions.  This  is  so  because  of  the  comprehensiveness  and  clarity  of 
legal  provisions  of  the  code. 

At  this  time  the  California  Mosquito  Control  Association  wishes  to 
state  that  it  is  the  firm  opinion  of  the  members  that  the  statutes  re- 
lating to  mosquito  control  are  effective,  workable,  and  provide  the  best 
answer  to  mosquito  control  in  California  with  only  minor  clarification 
needed  to  meet  changing  conditions. 

Very  truly  yours, 

G.  Edwin  Washburn 
Secretary-Treasurer 
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EXHIBIT  J-24 

State  ov  California 
Department  of  "Water  Resources 
Sacramento,  December  26,  1958 

Honorable  Harold  T.  Johnson,  Chairman 

Senate  Interim  Committee  on  Stndij  of  Districts 
Sacramento,  California 

Dear  Senator  Johnson  :  On  pa«>e  six  of  m.y  written  statement  to 
your  committee  on  last  May  6th,  the  opinion  was  expressed  that  the 
Department  of  "Water  Resources  "should  be  relieved  of  the  present  re- 
quirements of  receiviufT  petitions  and  conductino-  elections  of  water  stor- 
age districts  and  resort  districts"  under  Division  14  of  the  AVater  Code 
and  Division  10  of  the  Public  Resources  Code,  respectively. 

Since  the  date  of  that  statement  the  department  has  had  the  expe- 
rience of  holding  the  hearing  on  the  {petition  for  formation  of  the 
Semitropic  "Water  Storage  District  comprising  22."), 000  acres  in  Kern 
County,  and  the  conducting  of  the  formation  election  of  that  district. 
The  district  was  officially  formed  on  August  27,  19o8.  This  is  the  first 
water  storage  district  formed  since  1941. 

In  the  light  of  that  experience  there  appears  to  be  no  difficulty  in- 
volved or  hardship  imposed  upon  the  local  people  under  the  present 
provisions  of  the  Water  Code.  The  wliole  ])roceeding  went  quite 
smootlily  with  no  objections  from  those  attempting  to  form  the  district. 

We  expect  to  receive,  very  soon,  petitions  for  formation  of  the  pro- 
posed Rosedale-Rio  Bravo  and  "NAHieeler  Ridge-Maricopa  Water  Storage 
Districts,  having  a  combined  area  of  some  180,000  acres. 

Those  contemplating  the  formation  of  a  public  district  having  the 
general  powei-s  and  the  provision  for  voting  by  land  valuation  now 
encomjiassed  by  the  Water  Storage  District  Act,  can,  if  they  wash, 
form  a  California  water  district,  which  has  the  same  general  powers 
and  voting  provisions  as  the  water  storage  district,  and  is  free  of  super- 
vi.sion  by  the  State.  Consequently,  the  choice  of  a  w^ater  storage  district 
and  the  large  amount  of  state  supervision  which  goes  along  w'ith  it, 
both  prior  to  and  after  formation,  is  entirely  free  and  voluntary. 

Therefore,  we  no  longer  believe  that  there  is  any  particular  reason 
for  changing  Ihc  provisions  of  the  water  storage  district  law  regarding 
the  submission  of  the  formation  petition  to  and  the  conducting  of  for- 
mation hearings  aiul  elections  by  the  Department  of  Water  Resources. 
Permission  is  respectfully  re(|uested  to  Avithdraw  the  recommendation 
made  in  my  letter  of  May  6,  1958,  quoted  above,  in  connection  there- 
with. 

Xo  districts  have  been  foi-iiicd  under  llie  Kesorl  District  r^aw.  How- 
ever, the  department  has  now  received  a  petition  for  formation  of  such 
a  district  in  Tuolumne  County.  In  view  of  the  j)ending  foi-mation  of 
a  resort  district,  I  believe  that  no  clunige  should  be  made  in  the  Resort 
District  Law  at  this  time,  even  lliough  the  resort  district  is  not  a  water- 
type  district. 

Very  truly  yoiirs, 

IIauvi;^'  ( ).  l)ANKs,  Directoi- 
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EXHIBIT  J-25 

AvENAL  District  Hospital 
AvENAL,  California,  October  28,  1958 
Senator  Harold  T.  Johnson 

State  Capitol,  Sacramento  11,  California 

Dear  Sir:  Your  letter  of  last  September  was  received,  and  a  con- 
certed effort  has  been  made  to  comply  with  your  request  for  information 
regarding  ' '  special  districts. ' ' 

It  was  with  a  sense  of  gratitude  that  your  letter  was  read.  1  believe 
you  will  find  the  formation  of  this  connnittee  to  be  a  boost  to  the 
morale  of  those  given  the  responsibility  of  administering  these  special 
districts.  AVe  are  glad  to  know  we  have  not  been  cast  adrift. 

I  imagine  the  letters  you  will  receive  will  vary  considerably  in  what 
they  say  and  what  they  really  mean.  I  would  venture  also  that  much 
of  it  is  inherent  frustrations  of  public  administration.  Problems  of 
public  administration  that  could  be  dealt  with. 

My  experience  in  the  hospital  field  totals  19  years.  I  have  been  ad- 
ministering hospital  districts  since  1948 ;  and  associated  with  three 
consecutive  district  hospitals  since  then.  I  have  been  appointed  Chair- 
man of  the  Council  on  District  Hospitals  of  the  California  Hospital 
Association  for  the  coming  year. 

In  hope  that  this  material  is  of  some  value  to  the  committee,  it  is 
submitted  by  myself;  and  does  not  reflect  the  attitudes,  feelings,  en- 
dorsements or  otherwise  of  the  committee  for  which  I  am  chairman 
for  the  California  Hospital  Association,  or  the  Association  of  District 
Hospitals — of  which  this  hospital  is  a  member. 

Sincerely, 

Avenal  District  Hospital 

John  H.  Wardman,  Administrator 

LAWS   RELATING   TO    HOSPITAL    DISTRICTS-CALIFORNIA 
HEALTH   AND   SAFETY   CODE^    1958 

PREAMBLE 

Division  23  of  this  code  as  it  was  croated  and  as  it  stiiuds  today  is  an  excellent 
directive  for  the  solution  of  a  pressing  problem,  namely  "the  provision  of  hospital 
facilities  in  areas  of  dire  need."  Sections  32000  through  32011,  and  Sections  32200 
through  32r)08,  handle  these  technical  problems  very  well.  They  are,  however,  con- 
cerned with  intermittent  steps  and  as  controversial  as  they  often  get,  do  not  remain 
as  a  day  to  day  administrative  problem. 

Chapter  2,  containing  Sections  32100  through  32134,  reflects  tliroughout  the  daily 
operation  picture. 

The  following  comments  on  various  sections  are  written  in  the  spirit  of  your  letter. 
That  is,  to  direct  your  attention   to  further  study   of  these  sections. 

*  *  ^  *  #  :t:  ^i 

Sectio.xs  32100  and  32100.5: 

lie:  Term  of  Office,  Board  of  Directors 

Due  to  the  complexity  of  hospital  organization  with  its  overlap  into  professional 
and  paramedical  trades,  a  newly  elected  citizen  to  the  board  is  at  an  extreme  dis- 
advantage. The  time  it  takes  to  evolve  into  an  effective  and  informed  director  is  too 
long  in  relation  to  his  present  term  of  othce. 

The  board  is  in  a  state  of  change  every  two  years  due  to  the  alternate  term 
pattern.  The  time  for  collective  and  effective  work  together  is  less  than  one  year. 
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In  fact  the  hospital  i)r>;aniz:ition  is  in  a  state  of  flux  overy  alternate  .vear.  The  alter- 
nates to  these  years  sliow  a  board  one  year  made  up  of  "inexperienced"  i)lus  "ex 
perieneed,"  llien  a  year  with  all  five  fairly  "experienced."  Then  next  year  starts  all 
over  with  new,  inexperienced  niendters,  etc.  TIk-  uraph  below  nioi-e  <-learly  shows  this 
cycle  : 
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Trne.  the  rotation  system  assures  some  "experience"  on  each  board.  It  seems, 
however,  the  importance  of  experience  would  indicate  consideration  to  increasing  the 
term  of  ottice  to  afford  a  more  efficient  utilization  of  experience  that  is  eventually 
developed. 

From  the  standpoint  of  admini.stration,  the  constant  change  in  board  members  is 
ditiicult.  It  is  difficult  to  talk  problems  when  the  administrator  knows  a  poition  of 
the  board  has  no  conception  of  the  subject  matter.  It  is  likewise  not  fair  ti>  recpu'st 
a  decision  from  them  when  they  have  no  idea  of  the  ramifications  of  theii'  decision. 
Also,  to  reflect  further  into  the  organization,  stability  in  an  organization  is  relevant 
to  the  stability  of  the  management  group.  Sometimes  board  elections  develop  into 
affairs  where  all  the  good  that  the  personnel  (the  back  bone  of  the  hospital)  has 
done  is  torn  apart  in  cam])aign  issues.  This  does  happen  ;  and  tlien  not  only  a  new 
board  must  be  formed,  but  the  entire  organization  rebuilt. 

Skctiox  ,•',212.',,  Lines  10,  11,  and  12. 

Re:  EstithVu<hi  (I  h'nlrx:  To  Operate  on  a  Self-xiipiiortiiif)  linsis 

This  sentence  amended  into  this  section  was  a  very  progressive  step.  It  appears  to 
me,  however,  to  be  hanging  in  a  cage.  The  rate  structure  is  not  necessarily  the  in- 
strument to  gain  self-snp])ort.  \\'hen  this  amendment  was  nnide,  it  was  done  so 
with  the  intent  to  sto])  districts  from  subsidizing  i)atient  care  with  taxes.  I  believe 
there  should  be  ii  more  meaningful   pnrpi>se  behind  it. 

This  is  a  (lifli<-ult  problem  and  I'm  sorry  to  s;iy  I  do  not  have  much  to  offer  in 
the  way  of  a  solution.  The  general  feeling  of  taxpayers  that  "since  we  do  contribute 
ti>  it's  partial  support  we  are  entitle<l  to  it's  entire  response,"  affects  many  asiiects 
of  management  and  it's  efforts  to  operate  economically.  An  economic  operation  will 
contribute  more  to  self-support  than  rate  structures. 

An  experienced  board  is  a  tremendous  .MsstM  anil  I  refer  you  back  to  the  comments 
on  "term  of  office." 

Action  by  our  legislators,  who  created  this  district,  would  be  of  help.  This  action 
should  e-ome  by  public  education  steps,  not  by  law.  It  is  my  belief  that  intermittent 
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publicity  by  tl>o  Legislature  in  the  form  of  interpretations  of  these  district  laws 
would  be  very  effective.  It  is  something  (|uite  different  for  th(>  pnl)lic  to  be  informed 
by  a  local  board  than  when  the  same  information  is  given  to  them  by  you.  I  don't 
think  the  predaceous  nature  of  we  taxpayers  can  l)e  cnred,  Iml  I  do  IhiiiU  yon  coidd 
slow  up  the  process  consi(leral)ly — especially  in  rural  areas. 
Respectfully, 

John  H.  Wakdman,  Adminislratur 

EXHIBIT  J-26 

Fresno  Irrigation  District 
Fresno,  California,  March  6,  1958 

Mr.  Lachlan  M.  Richards,  Executive  Director 
Senate  Interim  Committee  on  Study  of  Districts 
Sacramento  14,  California 

Dear  Sir:  We  have  given  a  considerable  amount  of  time  to  analyzino- 
prospective  suggestions  for  the  California  Water  Code,  relative  to  Irri- 
gation Districts. 

There  are  only  two  things  that  we  think  could  stand  some  changes. 

(1)  Districts,  such  as  ours,  who  have  no  water  tolls,  and  depend 
entirely  on  assessments  do  not  feel  that  the  lands  within  our  district 
should  be  assessed  at  their  cash  value.  We  cannot  reason  that  a  person 
farming  a  vineyard  adjacent  to  a  city  whose  land  may  be  worth  $5,000 
per  acre  should  be  assessed  at  that  value,  while  another  person  living 
10  miles  from  a  city  whose  vineyard  is  w^orth  $600  per  acre  because  of 
its  location  would  have  his  property  assessed  at  approximately  1/9  of 
the  amount  the  former  person  would  have.  The  one  vineyard  with  the 
lower  value  per  acre  may  have  just  as  good  a  vineyard  as  the  other. 
This  same  situation  would  result  in  a  residential  area. 

We  feel  that  the  Water  Code  should  read :  All  lands  shall  be  assessed 
at  its  cash  value  on  the  first  Monday  of  March  or  at  the  value  of  the 
water  or  services  rendered  to  the  land. 

(2)  We  are  unable  to  see  the  value  of  rendering  a  copy  of  the  annual 
report  to  the  count}'  auditor  inasmuch  as  most  county  auditors  have  no 
interest  in  an  irrigation  district,  and  this  is  just  another  record  to  file 
that  will  just  take  up  more  space.  We  have  no  objection  to  making 
another  copy  but  cannot  figure  out  the  reasoning. 

Very  truly  yours, 

E.  Sam  Johnson,  Assessor-Collector 
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INTRODUCTION 

This  report  on  activities  of  1958  presents  several  developmenls  in 
education  of  California.  Because  of  the  widespread  interest  in  science 
and  mathematics  courses,  it  was  felt  that  the  public  would  be  interested 
in  California's  position  in  these  fields,  tog-ether  with  a  list  of  the  large 
number  of  independent  colleges  which  are  training  students  in  higher 
education. 

In  view  of  the  increasing  tension  between  Communists  abroad  and 
American  national  policy  in  behalf  of  the  free  world,  some  inquiry  has 
been  made  on  infiltration  here,  and  the  effect  of  the  loyalty  oath. 


(5) 


TABLE  OF  CONTENTS 

Page 

Letter  of  Transmittal 3 

Iiitroduetion 5 

Part  I :  ROSTER  :  INDEPENDENT  INSTITUTIONS  OF  POST- 
SECONDARY  EDUCATION  IN  CALIFORNIA 9 

Independent  Universities 9 

Independent  Liberal  Arts  Colleges 9 

Independent  Academic  Junior  Colleges 10 

Specialized  Institutions 10 

Other  Independent  Schools 12 

List  of  Accrediting  and  Approval  Agencies 13 

Part  II:  ENGINEERING  STUDENTS  IN  CALIFORNIA 14 

California  State  Polytechnic  College 14 

Statistics  on  Engineering  Education  in  the  48  States 14 

Conclusions 21 

Part  III :  THE  JANUARY,  1958,  HEARINGS 22 

Introduction 22 

First  Witness 23 

Second  Witness 35 

Third  Witness 45 

Fourth  Witness — Elementary  Teachers  Discourage  Mathematics  53 

Fifth  Witness 60 

Sixth  Witness 64 

Seventh  Witness 75 

Eighth  Witness 80 

Conclusions  and  Recommendations 87 

Matt  Cvetic 87 

Part  IV:  HOLLAND  D.  ROBERTS 91 

Portion  of  1951  Hearing  of  the  California  Senate  Fact-Finding 

Committee  on  Un-American  Activities 91 

Excerpt  From  a  "Statement  to  the  All  Union  Soviet  Peace 

Society"   1 93 

Activities  Reported  in  the  People's  World 95 

Political  Affairs 104 

Los  Angeles  Times — School  Head  Named  Red  by  Witness 104 

Sponsor's  Certificates  for  Office  of  Superintendent  of  Public 

Instruction   105 

Statement  of  Vote  for  Superintendent  of  Public  Instruction, 

1958   107 

Part  V:  COMMENT    ON    THE    DILWORTH    ACT    IN    THE 

LIGHT  OF  THE  MASS  CASE 109 

Part  VI :  REPORT  ON  MUSIC  TEXTBOOKS  REQUIRED  FOR 

CALIFORNIA  SCHOOLS 112 

(7) 


TABLE  OF  CONTENTS-Continued 

Page 

APPENDIX 

A.  Laymen  Speak 117 

B.  A  School  Trustee's  Testimony 119 

C.  America  Needs  Full-time  Patriots  by  J.  Edgar  Hoover 121 

D.  The  Community  School 122 

E.  Engineering  and  Science  Emphasized  at  Riverside 123 

F.  Statement  on  the  Loyalty  Oath  From  the  Tenth  Report  of 

the  Senate  Investi^atinj?  Committee  on  Education 121 


(8) 


PART   I 

ROSTER:   INDEPENDENT   INSTITUTION*    OF 

POST-SECONDARY   EDUCATION 

IN   CALIFORNIA 

On  account  of  the  revival  of  interest  in  education  and  especially  in 
the  service  rendered  by  the  many  private  schools,  we  think  it  will  serve 
a  useful  purpose  to  publish  the  list  of  the  more  active  privately  sup- 
ported schools  and  colleges,  submitted  to  us  by  the  Committee  for  Inde- 
pendent Education. 

Committee  for  Independent  Education 
108  North  California  Street,  Stockton,  California 

INDEPENDENT  UNIVERSITIES 

Califoi-uia  Institute  of  Techuology,  1201  E.  California,  Pasadena  4  (Western) 

Claromont  Graduate  School,  Claremont  (Western) 

Loyola  University  of  Los  Angeles,  7101  W.  80th  St.,  Los  Angeles  45  (Western) 

Stanford  University,  Palo  Alto  (Western) 

University  of  Redlands,  Redlands  (Western) 

University  of  San  Francisco,  2130'  Fulton  St.,  San  Francisco  17  (Western) 

Univei'sity  of  Santa  Clara,  Santa  Clara   (Western) 

University  of  Southern  California,  34G2  University  Ave.,  Los  Angeles   (Western) 

INDEPENDENT  LIBERAL  ARTS  COLLEGES 

California  Western  University,  3902  Lomaland  Dr.,  San  Diego  6  (Western) 

Chapman  College,  333  N.  Glassell,  Orange  (Western) 

Claremont  Men's  College,  Claremont  (Western) 

College  of  the  Holy  Names,  3500  Mountain  Blvd.,  Oakland  19  (Western) 

College  of  Notre  Dame,  Belmont  (Western) 

College  of  the  Pacific,  Stockton  4  (Western) 

Dominican  College,  San  Rafael   (Northwest,  Western) 

George  Pepperdine  College,  1121  W.  79th  St.,  Los  Angeles  44  (Northwest, 

Western ) 
Golden  Gate  College,  220  Golden  Gate  Ave.,  San  Francisco  2   (Northwest) 
Highland  College,  450  Avenue  64,  Pasadena   (SDEBR) 
Immaculate  Heart  College,  2021  N.  Western,  Los  Angeles  27  (Western) 
La  Sierra  College,  La  Sierra  Heights,  Arlington   (Western) 
La  Verne  College,  La  Verne  (Western) 
Marymount  College,  Los  Angeles  24 

Mills  College,  Seminary  Ave.  and  MacArthur  Blvd.,  Oakland  13  (Western) 
Mount  St.  Mary's  College,  12001  Chalon  Rd.,  Los  Angeles  49  (Northwest, 

Western ) 
Occidental  College,  1600  Campus  Rd.,  Los  Angeles  41  (Western) 
Pacific  Union  College,  Angwin  (Western,  Northwest) 
Pasadena  College,  Pasadena  (Northwest,  Western) 
Pomona  College,  Claremont   (Western) 

San  Diego  College  for  Women,  Alcala  Park,  San  Diego  10  (Western) 
San  Francisco  College  for  Women,  Lone  Mountain,  San  Francisco  (Western) 
Scripps  College,  Claremont  (Western) 
St.  Mary's  College  (SDEBR) 
University  of  Judaism,  612  S.  Ardmore,  Los  Angeles   (Middle  States) 

*  This  roster  includes  only  those  institutions  accredited,  approved,  or  favorably  in- 
spected by  the  State  Department  of  Education,  or  an  agency  engaged  in  profes- 
sional evaluation  of  post-secondary  institutions  and  listed  by  United  States  Office 
of  Education  as  a  relialile  accrediting  agency. 

The  agency  (or  agencies)  which  evaluated  each  institution  is  shown  in  paren- 
theses following  name  of  institution.  See  list  of  agencies  at  end  of  roster  for 
abbreviations. 
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University  of  San  Diego,  Alcala  Park,  San  Diego  10  (SDEBR) 
Upland  College,  792  Arrow  Highway,  Upland  (SDEBR) 
Westmont  College,  OHH  La  Paz  lid.,  Santa  Barbara  (SDEBR) 
Whittier  College,  Whittier  (Western) 

INDEPENDENT  ACADEMIC  JUNIOR  COLLEGES 

Deep  Springs  College,  Deep  Springs  (Western) 

Menlo  School  and  Meulo  College,  Menlo  Park  (Western) 

SPECIALIZED  INSTITUTIONS 

Academy  of  Advertising  Art,  San  Francisco  (SDEBR),  Art 

Academy  of  Stenographic  Arts,  San  Francisco  (SDEBR),  Business 

Allen's  Harmony  System,  San  Francisco   (SDEBR),  Music 

Alma  College,  Los  Gatos  (SDEBR),  Religion  and  Theology 

Arlington  College,  5SG1  Crowell,  Arlington   (SDEBR),  Religion  and  Theology 

Armstrong  College,  2222  Harold  Way,  Berkeley  4  (SDEBR),  Business 

Art  Center  School,  5358  AV.  Third  St.,  Los  Angeles  5  (SDEBR) 

Art  Institute  of  Oakland,  Oakland  (SDEBR) 

The  Bar  Prejiaration  Cour.^^e,  Los  Angeles  24   (SDEBR)   Law 

Berkeley  Baptist  Divinity  School,  2606  Dwight  Way,  Berkeley  4  (AATS) 

Berlitz  School  of  Languages,  Beverly  Hills,  Los  Angeles  5,  San  Francisco 

(SDEBR) 
Bethany  Bible  College,  Santa  Cruz,  California  (SDEBR) 
Bible  Institute  of  Los  Angeles,  558  S.  Hope,  Los  Angeles  7  (AABIBC) 
Bryan  Schools,  524  S.  Spring,  Los  Angeles  13  (SDEBR) 
Burbank  Business  College,  Santa  Rosa  (SDEBR) 
The  Business  Institute,  415 J  N.  Sycamore,  Santa  Ana   (SDEBR) 
California  Baptist  College,  8432  Magnolia  Ave.,  Riverside  (SDEBR) 
California  Bar  Review  Course,  4203  W.  Olympic,  Los  Angeles  (SDEBR),  Law 
California  College  of  Arts  &  Crafts,  5212  Broadway,  Oakland  (Western) 
California  College  of  Chiropody,  1770  Eddy,  San  Francisco  15   (NAC) 
California  College  of  Commerce,  Long  Beach  (SDEBR) 

California  College  of  Mortuary  Science,  1020  Marengo,  Los  Angeles  33  (SDEBR) 
California  Concordia  College,  6325  Camden,  Oakland  (SDEBR),  Religion 
California  Institute  of  Radio  and  Television,  Hollywood  28  (SDEBR) 
California  Institute  of  Tool  Engineering,  2421  S.  Vermont,  Los  Angeles  (SDEBR) 
California  School  of  Fine  Arts,  800  Chestnut,  San  Francisco  31  (Western) 
Candell  Conservatory  of  Music,  2025  Franklin,  Oakland  (SDEBR) 
Carmel  Art  Institute,  Carmel,  California  (SDEBR) 
Celeste  Rush  Radio  Preparatory  System,  6110  Harold  Way,  Hollywood  28 

(SDEBR) 
Central  California  Commercial  College,  Fresno  (SDEBR) 
Children's  Hospital,  4614  Sun.set,  Los  Angeles  (SDEBR),  X-ray 
Children's  Hospital.  School  of  Physical  Therapy,  Ix)s  Angeles  (SDEBR) 
Chouinard  Art  Institute,  743  S.  Grandview,  Los  Angeles  57  (Western) 
Church  Divinity  School  of  the  Pacific,  2457  Ridge  Rd.,  Berkeley  9,   (AATS) 
Cleveland  Chiropractic  College,  Los  Angeles  (SDEBR) 

College  of  Physicians  and  Surgeons,  School  of  Dentistry,  San  Franci.sco  (ADA) 
Cog.swell  Polytechnic  College,  San  Francisco  10  (ECPD),  Engineering  and 

Technology 
College  of  Medical  Evangelists,  Los  Angeles  33  (Northwest) 
College  of  Osteopathic  Physicians  and  Surgeons,  Tx)s  Angeles  31  (AOA) 
Collis  P.  and  Howard  Huntington  Memorial  Hospital,  Pasadena  (SDEBR), 

X-ray 
Columbia  College  of  Chicago,  Los  Angeles  (SDEBR),  Radio  and  Television 
Coronado  School  of  Fine  Arts,  176  C  St.,  Coronado  (SDEBR) 
Criss  Business  College,  512  E.  Central,  Anaheim  (SDEBR) 

The  Dental  Nurses  Training  School,  1101  Masonic  Ave.,  San  Francisco  (SDEBR) 
Dominguez  Seminary,  Compton  (SDEBR) 
The  Don   Martin   School  of  Radio   and  Television  Arts  and   Science,   Ilollvwood 

(SDEBR) 
Dooley  Law  Review  Course,  Los  Angeles  (SDEBR) 
Falcon  Studio,  Ilojlywod  28  (SDEBR),  Dramatics 

Faucit  School  of  the  The.ntre,  1440  Harrison,  Oakland  (SDEBR),  Dramatics 
Frederick  H.  Spearc  Professional  Radio  and  Television  School,  Hollywood 

(SDEBR) 
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Fuller  Theological  Seminary,  Pasadena  (SDEBR) 

Fundn mental  Bible  Institute,  Los  Angeles  (SDEBR) 

Gilbert  Law  liefresher,  Beverly  Hills  (SDEBR) 

Golden  Gate  Baptist  Thouloirical  Seminary,  1903  Addison,  Berkeley  4  (SDEBR) 

Grace  Ball  Secretarial  College,  San  Francisco  (ACBS,  Western) 

Heald's  Business  College,  Oakland,  Sacramento,  San  Francisco    (SDEBR),  San 

Jose  (ACBS,  Western) 
Healds  Engineering  College,  San  Francisco  (SDEBR),  Sacramento  (SDEBR) 
Hebrew  Union  College — Jewish  Institute  of  Religion,  Los  Angeles  4  (SDEBR) 
Herrick  IMemorial  Hospital,  Berkeley  (SDEBR),  X-ray 
Hillside  Hospital,  San  Diego  4  (SDEBR),  Osteopathy 
Holloway  School  of  the  Theatre,  San  Francisco  (SDEBR),  Dramatics 
Hollywood  Art  Center  School,  Los  Angeles  28  (SDEBR) 
Hollywood  College,  School  of  Chiropractic,  Los  Angeles  G  (SDEBR) 
Hollywood  School  of  Drama,  Hollywood  (SDEBR) 
Humphreys  College,  Stockton   (ACBS,  Western),  Business  Law,  Technology,  and 

General  Education 
Immaculate  Heart  Seminary,  Alcala  Park,  El  Cajon  (SDEBR) 
International  Language  School,  Los  Angeles  (SDEBR) 

Jerome  Sack-Guernsey  Carson  Writing  and  Bar  Preparation   School,   San  Fran- 
cisco (SDEBR),  Law 
John  Hall  Law  Refresher  Course,  Los  Angeles  (SDEBR) 
Kelscy -Jenny  Business  College,  San  Diego  (ACBS,  Western) 
Kizer  Business  College,  Huntington  Park  (SDEBR) 
Latin  American  Bible  Institute  of  California,  Puente  (SDEBR) 
Lawyers  Post-Graduate  Clinics,  Beverly  Hills  (SDEBR) 
Lenhardt  School,  1005  Market,  San  Francisco  (SDEBR),  Business 
Leon  Lord  Theatre  of  Arts,  Los  Angeles  36  (SDEBR),  Dramatics 
L.I.F.E.,  Los  Angeles  2G  (SDEBR),  Religion 

Linda  Vista  Baptist  Bible  College  and  Seminary,  San  Diego  11  (SDEBR) 
Los  Angeles  Baptist  Theological  Seminary,  Los  Angeles  33  (SDEBR) 
Los  Angeles  Business  Prep  School,  Los  Angeles  (SDEBR) 
Los  Angeles  College  of  Chiropractic,  Glendale  5  (SDEBR) 
Los  Angeles  College  of  Optometry,  Los  Angeles  7  (AOA) 
Los  Angeles  Conservatory  of  Music  and  Arts,  Los  Angeles  17  (NASM) 
Los  Angeles  County  General  Hospital,  Los  Angeles  33  (SDEBR),  X-ray 
Los  Angeles  Institute  for  Psychoanalysis,  Beverly  Hills  (SDEBR) 
Los  Angeles  Pacific  College,  Los  Angeles  42  (SDEBR),  Religion 
Mac^NIaster-Paine  College,  San  Francisco  (ACBS,  Western),  Business 
McGeorge  College  of  Law,  924  Ninth,  Sacramento  (SDEBR) 
Mercy  Hospital  School  for  X-ray  Technicians,  Sacramento  (SDEBR) 
Modesto  Business  College,  Modesto  (ACBS,  Western) 
Mount  St.  Mary's  Business  School,  Grass  Valley  (SDEBR) 
Music  and  Arts  Institute,  San  Francisco  (SDEBR) 

Munson's  School  for  Private  Secretaries,  San  Francisco  (ACBS,  Western) 
Northrop  Aeronautical  Institute,  Inglewood  (ECPD) 
Pacific  Bible  College  of  Azusa  (AABIBC) 
Pacific  Bible  Institute,  Fresno  (SDEBR) 
Pacifie  Bible  Seminary,  Long  Beach  (SDEBR) 
Pacific  Coast  University  College  of  Law,  Los  Angeles  14  (SDEBR) 
Pacific  Lutheran  Theological  Seminary,  Berkeley  (SDEBR) 
Pacific  School  of  Religion,  1798  Scenic  Ave.,  Berkeley   (AATS) 
Palo  Alto  Business  College,  Palo  Alto  (ACBS,  Western) 
Paradise  Valley  Sanitarium  Hospital,  National  City  (SDEBR),  X-ray 
Pasadena  Playhouse,  Pasadena  (SDEBR),  Dramatics 
Phillips  College  of  Business,  Van  Nuys  (SDEBR) 
Queen  of  the  Angels  Seminary,  San  Fernando  (SDEBR) 
Queen  of  the  Holy  Rosary  College,  San  Jose  (SDEBR) 
Riverside  Business  College,  3819  Seventh,  Riverside  (SDEBR) 
Rudolph  Schaeffer  School  of  Design,  350  Union,  San  Francisco  (SDEBR) 
Ruth  Dwver  Studios,  518  Sutter,  San  Francisco  (SDEBR),  Dramatics 
St.  Albert's  College,  6172  Chabot  Rd.,  Oakland  (SDEBR) 
St.  Francis  Seminary,  El  Cajon  (SDEBR) 

St.  John's  Theological  Seminary,  Camarillo  (Western,  Northwest) 
St.  Joseph's  College,  Mountain  View  (SDEBR) 
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St.  Joseph's  Minor  Seminary,  Santa  Crnz  (SDERR) 

St.  Patrick's  Seminary,  Menlo  Park  (Western,  Northwest) 

St.  Peter  Chanel  Seminary,  San  Rafael  (SI)EP>R) 

Salvation  Army  Ofricer's  Traininf:  School,  San  Fr:incisco  (SDERR),  Relii;ion 

San  Francisco  I'.aptist  College,  121  Hai^ht,  San  Francisco  (SDERR) 

San  Francisco  Collcfjc  of  Mortuary  Science,  San  Francisco  (SDEUR) 

San  Francisco  Conservatory  of  Music.  San  Francisco  (SDERR) 

San  Francisco  Law  School,  1044  Post.  San  Francisco  (SDERR) 

San  Francisco  Theological  Seminary,  S;in  Anselnio  (AASRE,  AATS) 

San  .lose  Rihle  College,  San  .lose  (SDERR) 

San  I.uis  Rey  College,  San  Luis  Rey  (SDERR),  Reli^'ion 

Santa  Rarhara  Rusiness  CollcRe,  Santa  Rarhara  (SDEi;i{) 

Sawver  School  of  Rusiness,  Los  Angeles  14,  Pasadena   (ACRS,  AVestern),  Santa 

Ana   (SDERR) 
Seaside  Memorial  Hospital,  School  of  A'ocational  Nursing.  Long  Reach  (SDERR) 
Simpson  Rihle  College,  801  Silver  Ave..  San  Francisco  (AAP.IP.C) 
Skadron  College  of  P.usiue.ss,  580  Fairmounf  Ave.,  San  ]*.ernardino  (SDERR) 
Smith  School  of  Rusiness,  Santa  Cruz  (SDERR) 
Southern  California  Rihle  College,  Santa  Ana  (SDEP.R) 
Southern  California  School  of  Theology,  Los  Angeles  (SDERR) 
Southwestern  I'nivcrsity,  Los  Angeles  !.">  (SDEI'.U),  Rusiness  and  liaw 
Spanish  American  Raptist  Seminary,  Los  Angeles  (J.'i  (SDERR) 
Starr  King  School  for  the  Ministry.  Rerkeley  (SDEP.R) 
Stenotype  Company  of  California,  Los  Angeles  G  (SDPvRR) 
TJH'atre  Arts  Cohmv,  San  Francisco  (SDERR),  Dramatics 
Western  Raptist  Rilde  College,  El  Cerrito  (SDERR) 
Western  Pilgrim  College,  El  Monte   (SDERR).  Religion 
Westlake  College  of  Music,  Hollywood  40  (SDERR) 
Willis  Rusiness  College,  Santa  Monica   (SDERR) 
Willis  College  of  Rusiness,  Oakland  (SDERR) 
Woodbury  College.  Los  Angeles  17  (SDERR),  Rusiness,  Art 
Zwcegman  School  for  Jledical  Secretaries.  San  Francisco  (A(^RS,  AVeslern) 

OTHER  INDEPENDENT  SCHOOLS 

In  addition  to  the  above  there  are  142  independent  vocational  and 
trade  schools  of  approved  quality  which  cainiot  at  this  writing  be  iden- 
tified positively  as  institutions  of  postsecondary  level  even  though  their 
students  are  largely  of  postsecondary  age.  Largely  these  schools  teach 
subject  matter  which  would  likely  be  found  in  terminal  junior  college 
curriculum;  examples:  flying,  aviation,  aviation  mechanics  and  engi- 
neering, hair  service,  mechanics,  navigation,  photography,  trade  level 
radio  and  television,  tailoring,  costume  design,  watchmaking  and  jew- 
elers arts,  hotel  and  restaurant  services,  and  correspondence  schools. 

There  are  also  44  private  hospitals  which  conduct  private  schools  of 
medical  residence  or  internship;  and  21  private  hospitals  which  conduct 
private  schools  of  professional  nursing.  These  consider  themselves  pri- 
vate educational  institutions  and  have  been  inspected  by  professional 
educators  and  found  worthy. 

All  these  schools  are  affected  in  .some  significant  degree  by  any  legis- 
lation relating  to  private  education. 

In  further  addition  to  tlie  above  li.st  of  private  educational  institu- 
tions of  record  and  known  c|uality,  it  is  estimated  by  the  research  com- 
mittee of  California  Council  of  Bu.siness  Schools  that  there  are  at  least 
1,000  independent  postsecondary  educational  institutions  in  California 
which  are  not  affiliated  or  encompassed  by  i)ublic  or  private  agencies 
engaged  in  the  evaluation  oF  private  education.  liittle  is  known  about 
the  size  of  these  institutions  or  the  quality  of  their  Avork.  Some  of  these 
are  related  to  recreation,  sports,  art,  nuisic,  pei'sonal  development,  and 
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religion;  many  are  small  schools  providing  instruction  in  subjects 
common  to  college  or  vocational  curriculum  but  limiting  service  to  a 
very  restricted  area. 

LIST  OF  ACCREDITING  AND  APPROVAL  AGENCIES 

The  following  accrediting  and  approving  agencies  were  used  as  a 
basis  for  including  institutions  in  this  report. 

Western — Western  Ct)llej;e  Association 

ACBS — Acoreditiiis  Commission  for  Business  Schools 

AABIHC — Accrediting  Association  for  Bible  Institntes  and  Biide  Colleges 

ECPI) — Engineers'  Council  for  Professional  Development 

SDEBR — California  State  Department  of  Education,  liureau  of  Readjustment  Edu- 
cation. 

This  agency  inspects  and  approves  institutions  olTering  training  to  veterans. 
Where  institutions  do  not  have  access  to  private  accreditation,  the  agency  "  *  *  * 
may  approve  *  *  *  (such)  institutions  (when)  tlie  courses,  curriculum  and  in- 
structions are  found  upon  investigation  to  be  consistent  in  quality,  content,  and 
length  with  similar  courses  in  public  schools.  *   *   *  "   (PL,'')r»0  V.  A.  Reg.  12204) 

Northwest — Northwest  Association  of  Secretary  and  Higher  Schools 

AATS — American  Association  of  Theological  Schools 

NA(] — National  Association  of  Chiropodists 

AOA — American  Optometric  Association 

ADA — American  Dental  Association 

NASM — National  Association  of  Schools  of  Music 

AASRE — American  Association  of  Schools  of  Religion  Education 

Middle  States^Middle  States  Association  of  Colleges  and  Secondary  Schools 


PART   II 
ENGINEERING   STUDENTS   IN   CALIFORNIA 

In  October,  1955,  the  Senate  Investigating  Committee  on  Education 
obtained  from  President  Julian  A.  McPhee  of  the  California  State  Poly- 
technic College  at  San  Luis  Obispo  a  tabulated  study  of  the  ranking 
of  the  states  in  engineering  students. 

This  year,  President  McPhee  and  his  staff  kindly  repeated  the  study 
and  the  comparison  will  be  truly  informative  to  others  as  it  has  been 
to  the  committee, 

CALIFORNIA  STATE  POLYTECHNIC  COLLEGE 

STATISTICS   ON    ENGINEERING   EDUCATION    IN   THE   48   STATES 

October,  1955 

The  study  which  is  summarized  on  the  attached  sheet  was  made 
to  determine  how  California  compares  with  the  other  states  in  quantity 
of  engineering  education.  The  relative  standings  of  the  48  states  were 
calculated  in  terms  of  the  folloAving  ratios: 

Population  per  college  student; 

Population  per  engineering  student; 

Engineering  enrollment  per  total  college  enrollment; 

Manufacturing  employees  per  engineering  student; 

Dollars  of  manufactured  goods  per  engineering  student. 

The  study  was  based  on  the  following  source  material : 

Total  college  enrollment— Compiled  by  the  U.  S.  Office  of  Educa- 
tion for  the  Fall  of  1954.  Published  in  "Fall  Enrollment  in 
Higher  Educational  Institutions."  Junior  college  enrollment  is 
included  in  these  figures. 

Total  engineering  enrollment — Compiled  by  the  U.  S.  Office  of 
Education  for  the  Fall  of  1954.  Published  in  "Engineering  En- 
rollments and  Degrees,  1954."  Data  used  in  this  study  limited 
to  undergraduate  engineering  enrollment  in  degree  granting 
institutions. 

Population — Published  in  "1950  Census  of  Population"  by  U.  S. 
Bureau  of  Census. 

Manufacturing  employees — Published  in  ' '  Anual  Survey  of  Manu- 
facturers, 1952,"  by  U.  S.  Bureau  of  Census. 

Dollar  value  added  by  manufacture — Same  source  as  for  manufac- 
turing employees. 
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California  State  Polytechnic  College 
San  Luis  Obispo,  California,  April  24,  1958 

Senator  Nelson  S.  Dilworth 
Rural  Route  1,  Box  288 

Columbia  St.  at  Crest  Drive 
Ilcmct,  California 

Dear  Senator  Dilworth  :  Since  receiving  your  letter  of  March 
18,  I  have  had  our  people  working  on  the  information  that  you  re- 
quested. It  took  quite  awhile  to  compile  and  thus  the  delay  in 
answering  your  letter. 

I  am  enclosing  a  copy  of  the  material  that  you  requested.  You 
will  note  that  in  the  report  that  was  sent  to  you  in  1955,  a  copy 
of  which  is  also  attached  for  comparison,  that  California  was 
second  in  state  population  per  college  student,  while  the  latest 
report  shows  that  California  has  dropped  to  fifteenth  place.  It  is 
also  of  interest  to  note  that  California  in  1958  was  still  in  last 
place  among  all  48  states  in  the  percentage  of  engineering  enroll- 
ment in  relation  to  total  college  enrollment  even  though  the  per- 
centage figure  increased  from  3.1  percent  to  6.8  percent. 

With  very  best  wishes. 

Very  sincerely  yours, 

Julian  A.  McPhee,  President 


16 


INVESTIGATIXG   COAnilTTEE  REPORT  OX  EDUCATION 


STATE    POPULATION    PER    COLLEGE   STUDENT 
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Utah .''.O 

California    38 

Colorado     4<'> 

Arizona     48 

Massachusetts 48 

Oklahoma     50 

New  York 51 

Vprniont 54 

IVIinnesota    55 

Tpxas    56 

Kansas 50 

ronnocticut   57 

Washington    57 

Or('K(>ii    5S 

Indiana     58 

Nohraska    59 

Mifhisran    60 

Now  Hampshire 62 

Delaware   62 

Illinois    62 

Rhode  Island 63 

Maryland 64 

Ohio    66 

AVyoming 67 

Louisiana     68 

Mi.ssouri 68 

New  Mexico 68 

Wisconsin    68 

Iowa 70 

Florida 70 

South  Dakota 70 

Idaho    74 

Montana     75 

Pennsylvania 76 

North  Dakota 7!) 

South  Carolina 81 

Tennessee 82 

Virginia   83 

North  Carolina 87 

Georgia    87 

Alabama     90 

Mississiiipi 90 

Ni'vada 91 

New  Jersey 94 

Ken  lucky r).~( 

West  A^irginia 98 

Arkansas    106 

Maine 108 
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STATE    POPULATION    PER   ENGINEERING   STUDENT 


10/55 

1.  Colorjido    821  1. 

2.  Inrliana    446  2. 

3.  New  Mexico 465  3. 

4.  Nevada 485  4. 

5.  Miohiiran    510  5. 

6.  Oklalioma 520  6. 

7.  SoMfh  Dakota 579  7. 

8.  North  Dakota 590  8. 

0.  ]\rassacln)setts 590  9. 

10.  New  Hampshire 595  10. 

11.  Kansas 610  H- 

12.  Wvoming 624  12. 

13.  T^tah   63S  13. 

14.  Tomieoticut 646  14. 

15.  Ohio    654  l"'- 

16.  Delaware 656  !<>• 

17.  INIontana 658  I'''. 

18.  Texa.s   668  18. 

19.  "Wiseonsin    666  19. 

20.  Vermont 698  20. 

21.  Illinois   710  21. 

22.  Washington 715  22. 

23.  New  York 720  23. 

24.  Arizona    754  24. 

25.  Pennsylvania 770  25. 

26.  Louisiana 805  2G. 

27.  Iowa 835  27. 

28.  Maine 856  28. 

29.  Alabama 872  29. 

30.  Georgia    892  30. 

31.  South  Carolina 910  31. 

32.  Rhode   Island 921  32. 

33.  Idaho    930  33. 

34.  New  Jersey 940  34. 

35.  Oregon   980  35. 

36.  Nebraska   1,075  36. 

87.  Maryland 1,080  37. 

38.  Virginia    1,087  38. 

39.  Missouri 1,090  30. 

40.  Florida 1.112  40. 

41.  California    1,230  41. 

42.  Tennessee 1.235  42. 

43.  Minne.sota    1,300  43. 

44.  North  Carolina 1,480  44. 

45.  West  Virginia 1,572  45. 

46.  Kentucky 1,770  46. 

47.  INIississippi 2,120  47. 

48.  Arkansas  2,490  48. 


It/58 

Utah 186 

Colorado    194 

New  Mexico 240 

Indiana    265 

South  Dakota 270 

North  Dakota 272 

Oklahoma     275 

Kansas 284 

AVyoming 284 

INlichigan    326 

Massachusetts 332 

Nevada 333 

Vermont 363 

Wisconsin    303 

New  Hampshire 373 

Connecticut 376 

Arizona    390 

Texas   393 

Ohio    407 

Alabama    422 

Louisiana 425 

Washington 425 

Iowa 477 

South  Carolina 477 

Nebraska    484 

Idaho    492 

Maine   494 

Illinois   495 

Pennsylvania 496 

New  York 505 

Delaware 521 

Montana 548 

Virginia    552 

Rhode  Island 5.53 

Missouri 554 

Tennessee 596 

Georgia    610 

Maryland 660 

Minnesota    667 

Florida 684 

West  Virginia 732 

North  Carolina 7.34 

Oregon   744 

Mississippi 758 

California    789 

New  .lersey 809 

Kentucky 854 

Arkansas    1,027 
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PERCENT   ENGINEERING   ENROLLMENT   PER   COLLEGE   ENROLLMENT 


October,    195.') 


1.  Nevada     18. 

2.  New  Mexico   14. 

3.  Colorado    14. 

4.  North  Dakota 13. 

n.  Indiana    13. 

0.  Maine 12. 

7.  South  Dakota 12. 

8.  Mifhifian    11. 

0.  :\ront:ina 11. 

10.  Wyoming 10. 

11.  New  Hampshire 10. 

12.  Alabama 10. 

13.  Wi.^^oonsin    10. 

14.  Now  Jersey 0. 

1.^.  Ohio    9. 

16.  Pennsylvania t). 

17.  Georgia 9. 

18.  Oklahoma    9. 

19.  Delaware    9. 

20.  Kansas 9. 

21.  South  Carolina 8. 

22.  Connecticut 8. 

23.  Illinois   8. 

24.  Louisiana 8. 

25.  Texas   8. 

26.  Massachusetts 8. 

27.  Idaho    7. 

28.  Vermont    7. 

29.  Iowa 7. 

30.  Virginia   7. 

31.  New  York 7. 

32.  Rhode   Island 6. 

33.  Washington 6. 

34.  Tennessee 6. 

35.  Arizona    6. 

36.  Florida 6. 

37.  Missouri 6. 

38.  West  Virginia 6. 

39.  North    Carolina    6. 

40.  Maryland 5. 

41.  Oregon   5. 

42.  Nel)raska   5. 

43.  Kentucky 5. 

44.  Utah 4. 

45.  Mississippi    4. 

46.  Arkansas   4. 

47.  Minnesota    4. 

48.  California    3, 
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4S. 

April,  1958 

Nevada 33.6 

New  Mexico 26.5 

Wyoming 22.9 

Indiana    21.7 

Colorado    21.2 

Michigan    20.4 

North  Dakota 18.8 

South  Dakota 18.3 

Connecticut 18.2 

Ohio    17.9 

Delaware   16.9 

Alabama    16.8 

Montana    16.8 

Wisconsin    16.5 

New  Jersey 16.4 

Maine 16.0 

Kansas 15.8 

Oklahoma 15.8 

Pennsylvania 14.8 

Illinois   14.4 

New  York 14.1 

Utah  13.9 

South    Carolina    13.9 

Mas.sachusetts 13.8 

Texas   13.5 

Arizona    13.4 

Louisiana 13.3 

New  Hampshire 13.0 

Virginia    12.9 

Washington 12.1 

Missouri    12.0 

Maryland 11.8 

Georgia    11.8 

Tennessee 11.2 

Iowa 10.8 

Florida 10.7 

Idaho    10.7 

Nebraska   10.7 

West  Virginia 10.5 

Vermont     10.2 

Rhode   Island 9.8 

Kentucky 9.3 

North  Carolina 8.5 

Mississippi    8.1 

Minnesota    7.6 

Arkansas    7.3 

Oregon 7.1 

California    6.8 
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MANUFACTURING   EMPLOYEES   PER   ENGINEERING    STUDENT 


October,  1955 

April,  1958 

1.  North   Dakota 

6 

1. 
2 

3. 

Colorado 

3 

2.  Nevada 

0 

North    Dakota 

3 

3.  South   Dakota 

11 

South   Dakota   

6 

4.  Now    Mexico 

11 

12 

4. 
5. 

New  IMexico 

_     7 

n.  Wyomins 

Wyoming    

8 

6.  Cttlorado   

14 

6. 

Delaware 

10 

7.  Oklalioma   

18 

7. 

Utah    

_  11 

S.  Montana 

19 

8. 

Nevada    

12 

0.  Arizona 

22 

9. 

iNIontana   

14 

10.  Utah 

_  30 

10. 

15 

11.  Idaho  

32 

11. 

Oklahoma   

16 

12.  Texas 

32 

12. 

New   Jersey 

17 

13.  Kansas    

40 

13. 

Mississippi    

23 

14.  Louisiana    

41 

14. 

Kansas    

25 

15.  Nebraska     

41 

15. 

Texas     

27 

16.  Florida    

48 

16. 

Idaho     

28 

17.  Iowa    

51 

17. 

Nebraska    

29 

18.  Washington    

60 

18. 

Louisiana    

31 

10.  Alabama    

61 

10. 

Florida    

33 

20.  Indiana 

68 

20. 

Iowa    

41 

21.  Georgia   

76 

21. 

Alabama 

45 

22.  Virginia    

77 

22. 

Washington    

46 

23.  Vermont    

77 

23 

Indiana 

50 

24.  IMississippi    

78 

24. 

Vermont    

51 

25.  INIichigan    

84 

25. 

Virginia    

57 

26.  Kentucky 

86 

26. 
27. 

Wisconsin     

Minnesota 

60 

27.  South   Carolina 

87 

62 

28.  Massachusetts    

88 

28. 

Kentucky    

63 

20.  Oregon    

89 

29. 

Massachusetts    

65 

30.  Tennessee 

91 

30. 

West   Virginia 

65 

31.  Wisconsin 

91 

.31. 

Arkansas    

67 

32.  IMinnesota 

92 

32. 

Michigan     

67 

33.  New   York    

94 

.33. 

Tennessee   

67 

.34.  New    Hampshire 

94 

34. 

Missouri    

69 

35.  ]\Iissouri    

101 

.35. 

South   Carolina 

71 

36.  ]\[aine    

102 

36. 

New   Hampshire 

72 

37.  Arkansas    

102 

37. 

Georgia    

76 

38.  Illinois    

102 

.38. 

Maine    

82 

30.  West  Virginia 

106 

39. 

Ohio    

82 

40.  California 

109 

40. 

New  York 

84 

41.  Oklahoma    

112 

41. 

Oregon     

84 

42.  Pennsylvania    

113 

42. 

Illinois     

89 

43.  Maryland    

120 

43. 

Maryland    

89 

44.  Delaware    

121 

44. 

California 

91 

45.  Connecticut    

.___128 

45. 

Pennsylvania    

91 

46.  North   Carolina 

147 

46. 

Connecticut    

97 

47.  Rhode  Island 

153 

47. 

North   Carolina 

111 

48.  New  Jersey   

155 

48. 

Rhode  Island 

120 

20 
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DOLLAR    VALUE    ADDED   BY   MANUFACTURE   PER   ENGINEERING   STUDENT 


October 

1.  North  Dakota 

2.  South  Dakota 

3.  "Wyoniinf; 

4.  New    Mexico 

5.  Coh)rado     

6.  Nevada 

7.  Oklahoma    

8.  Montana    

9.  Arizona    

10.  Utah 

11.  Idaho    

12.  Florida 

13.  Texas   

14.  Nebraska   

If).  Kansas 

16.  Alabama     

17.  Louisiana     

18.  Mississippi     

19.  Georgia    

20.  Iowa 

21.  South  Carolina 

22.  Washington 

23.  New  Hampshire 

24.  Virginia    

25.  Vermont 

26.  Maine 

27.  Tennessee    

28.  Indiana    

29.  Massachusetts 

30.  Arkan.sas   

31.  Minnesota    

32.  New  York 

33.  Kentucky 

34.  Missouri 

35.  Wisconsin    

36.  Michigan    

37.  Oregon    

38.  North  Carolina 

39.  Pennsylvania    

40.  Delaware 

41.  Illinois   

42.  Ohio    

43.  Maryland 

44.  West  Virginia 

45.  California    

46.  Kliode   Island 

47.  Connecticut   

48.  New  Jersey 


30 

09 

82 

88 

96 

102 

115 

154 

161 

213 

226 

255 

274 

274 

277 

325 

327 

343 

352 

354 

396 

430 

459 

472 

485 

492 

494 

503 

537 

542 

628 

636 

638 

651 

653 

658 

674 

707 

709 

758 

760 

784 

7S(; 

TM 
804 
843 
899 
1,127 


1. 
2. 

3. 

4. 

5. 

0. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 

31. 

32. 

33. 

34. 

35. 

36. 

37. 

38. 

39. 

40. 

41. 

42. 

43. 

44. 

45. 

46. 

47 

48 


North  Dakota 

S(uith  Dakota  ___ 

New    Mexico 

Wyoming 

Colorado     

Utah 

Oklahoma    

Montana     

Arizona    

Nevada  

Nebraska   

Kansas 

Florida 

Idaho    

Texas   

North  Carolina 

Louisiana     

Mississippi     

Alabama    

Iowa 

Vermont 

South  Carolina  _. 

Washington 

New  Hampshire  . 

Virginia    

Arkansas   

Indiana    

Georgia     

Massachusetts 

Tennessee    

Wisconsin    

Minnesota    

Missouri . 

Kentucky 

Maine 

West  Virginia  __ 

Michigan    

New   York 

Pennsylvania 

Oregon   

Ohio    

Maryland 

Delaware 

Connecticut 

Rhode  Island 

Illinois    

,  California  

.  New  Jersey 


April,  1958 

22 

45 

62 

71 

86 

100 

103 

106 

112 

128 

193 

206 

214 

219 

234 

235 

257 

2.59 

268 

.310 

312 

339 

369 

381 

383 

388 

397 

402 

413 

423 

4.58 

474 

493 

519 

523 

530 

549 

595 

616 

642 

643 

6.57 

666 

669 

670 

704 

742 

1,303 
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CONCLUSIONS  OF  THE  COMMITTEE 

Tlie  action  of  the  1957  Legislature  in  expanding  engineering  courses 
at  the  state  colleges  was  well  considered,  and  it  anticipated  the  needs 
brought  to  popular  attention  by  the  sputniks. 

There  is  too  much  emphasis  in  California  colleges  on  the  "easy" 
courses  and  there  is  great  need  to  attract  the  attention  of  high  school 
students  to  professional  fields  and  to  science  and  engineering  majors. 
A  very  small  percent  of  high  school  students  choose  high  school  courses 
that  will  qualify  them  for  science  and  engineering  majors  in  their  uni- 
versity or  college  years  and  thus  cannot  major  in  engineering  if  they 
want  to.  More  must  be  persuaded  to  volunteer  for  engineering  and 
peace  time  service  of  their  country  in  modernizing  our  defenses. 

The  low  standing  of  California  in  engineering  courses  per  college 
student  is  another  confirmation  of  the  growing  conviction  of  this  com- 
mittee that  high  school  counselors  are  not  encouraging  as  they  should 
encourage  high  school  students  to  take  the  hard  math  and  science 
courses  in  preparation  for  a  professional  career  in  science  and  engi- 
neering. 

It  further  confirms  our  view  that  arithmetic  should  have  more  atten- 
tion in  the  elementary  grades  and  be  taught  more  thoroughly.  When 
a  student  has  thoroughly  mastered  arithmetic  in  the  elementary  grades, 
he  is  much  more  apt  to  choose  math  and  science  in  high  school. 

A  further  step  in  the  right  direction  would  be  to  require  arithmetic 
courses  for  all  teachers  who  qualify  for  the  elementary  credential. 
Under  our  system  of  class  organization,  every  teacher  should  be  trained 
and  competent  to  instruct  pupils  in  arithmetic. 


PART   III 
REPORT   OF   HEARING 

INTRODUCTION 

This  committee  has  accumulated  from  time  to  time  evidences  of  the 
l^articipation  by  public  school  teachers  in  the  Communist-controlled 
front  organizations  and  even  in  the  party  itself.  Anyone  experienced 
in  the  work  of  investigation  will  understand  that  information  of  this 
kind  may  come  from  sources  that  the  committee  cannot  publish  without 
exposing  the  source  which  then  would  be  useless  for  the  future. 

Eight  witnesses  were  called  in.  No  one  denied  under  oath  any  item 
of  information  in  our  possession.  Those  that  responded  frankly  to  our 
questions  and  admitted  their  past  activity  and  gave  evidence  of  having 
discontinued  their  connections  with  the  Communist  conspiracy  are  not 
listed  in  this  report  by  name.  The  committee  does  not  consider  it  neces- 
sary to  publish  their  records  which  we  hope  are  regretted. 

However,  in  those  cases  where  activity  has  been  in  recent  years  and 
where  the  witness  consistently  refused  to  reply  to  our  questions,  relying 
on  the  Fifth  Amendment  Avhieh  allows  Ihem  the  right  to  refuse  to 
answer  if  their  answer  would  tend  to  incriminate  them,  the  committee 
considers  that  the  Legislature  should  have  the  full  story  and  identifica- 
tion. It  is  certainly  unsafe  to  allow  persons  involved  in  the  Communist 
conspiracy  to  be  employed  by  the  schools  in  the  care  and  custody  of 
impressionable  children.  AVe  have  often  spoken  on  this  subject  in 
previous  reports.  The  training  of  our  youth  should  never  be  entrusted 
to  persons  involved  in  Communist-controlled  organizations,  or  to  per- 
sons even  of  uncertain  loyalty.  They  should  seek  their  livelihood  in 
other  employment  not  in  contact  with  the  youth  in  our  schools. 

The  committee  has  to  bear  in  mind  constantly  that  all  Communists 
who  have  infiltrated  themselves  into  government  i)ositions  uniformly 
deny  that  they  are  Communists  until  jiut  on  the  Avitness  stand  under 
oath.  Their  invariable  skill  in  enlisting  public  sympathy  for  themselves 
when  dismissal  is  proposed  indicates  tliat  there  is  a  studied  plan  to 
prepare  them  to  be  eflt'ectiA-e  in  this. 

In  order  that  the  pupils  required  by  law  to  attend  the  public  schools 
may  be  safeguarded  from  Communist  ideology  or  influence,  the  com- 
mittee suggests  careful  consideration  by  the  Legislature  and  other  re- 
sponsible public  officials  of  the  records  submitted  herewith. 

With  this  in  mind  the  comn)ittce  included  questions  in  our  inquiry 
relative  to  connections  with  the  Connnunist  oi-ganizations  along  with 
other  educational  matters  currently  the  subject  of  legislation  being 
sponsored  by  members  of  this  committee  in  the  Legislature. 

At  10  a.m.  on  January  9,  1958,  Senator  Dilworth,  the  chairman, 
called  the  committee  into  session  and  read  the  following  statement : 

'•This  is  a  meeting  of  the  Senate  Investigating  Committee  on 
Education  created  by  Senate  Resolution  No.  138  of  the  1957  Regu- 
lar Session. 

(22) 


INVESTIGATING   COMMITTEE  REPORT  ON  EDUCATION  23 

"The  members  of  this  committee,  and  its  predecessors,  have  beeii 
responsible  for  the  introduction  and  enactment  of  many  im- 
portant bills  relating  to  education,  the  public  schools  and  the 
teaching-  profession.  A  few  exam])les  are  Senate  Bill  No.  1445  of 
the  1945  Session  which  greatly  liberalized  the  Teachers'  Retire- 
ment System,  and  Senate  Bills"  Nos.  G12,  613,  614,  615,  616,  1275, 
and  1620  of  the  1947  Session  on  the  same  subject ;  Senate  Bill  No. 
20  of  1952  and  Senate  Bill  No.  59  of  1954  whieli,  together  with 
Senate  Constitutional  Amendment  No.  3  of  1954  and  Senate  Con- 
stitutional Amendment  No.  11  of  1955,  provided  $200,000,000  for 
state  aid  to  districts  for  school  buildings.  The  committee  hopes  its 
current  studies  will  result  in  legislation  comparable  or  of  greater 
importance. 

"The  need  for  a  re-evaluation  of  the  primary  purposes,  tools 
and  techniques  of  our  public  education  program  has  been  men- 
tioned by  many  authorities  since  the  advent  of  Sputniks.  It  is  the 
purpose  of  this  hearing  to  secure  from  working  teachers  informa- 
tion concerning  teacher  training  and  the  factors  which  may  op- 
erate to  attract  persons  competent  in  the  fields  of  mathematics  and 
the  physical  sciences  to  the  teaching  profession,  as  well  as  the 
factors  which  may  prevent  or  discourage  such  persons  from  enter- 
ing or  remaining  in  the  profession. 

"Senate  Resolution  No.  138  confers  ample  authority  on  this 
committee  to  make  such  a  study.  That  resolution,  among  other 
things,  directs  the  committee  to  ascertain,  study  and  analyze  'All 
facts  relating  to  the  education  of  the  citizens  of  this  State'  and 
specifically  all  facts  relating  to  'textbooks,  the  causes  and  effects 
of  teacher  shortages,  the  recruitment,  curricula,  program,  train- 
ing and  accreditation  of  teachers,  teacher  tenure  and  retirement, 
the  issuance  of  .credentials  and  the  caliber  of  teachers  certified.' 
Copies  of  this  resolution  are  available  for  your  guidance  in  con- 
nection with  your  appearance  as  a  witness.  Your  frank  and  truth- 
ful testimony  may  result  in  legislation  of  benefit  to  the  public 
generally  and  to  your  profession. ' ' 

The  committee  approved  the  statement  and  Senator  Dilworth  called 
the  first  witness  v^ho  was  duly  sworn  and  identified.  When  asked 
what  general  subjects  were  taug'ht  the  witness  replied: 

Witness:  At  present  I  am, teaching  English. 

Question :  What  academic  degrees  do  you  hold  ? 

Witness :  I  hold  a  bachelor  of  arts  from  the  University  of  California 
at  Berkeley. 

Question:  What  subjects  did  you  major  in  at  the  university? 

Witness :  My  majors  were  economics  and  philosophy. 

Question:  Do  you  recall  what  mathematics  or  science  courses  yon 
have  completed  in  high  school  1 

Witness:  Well,  I  don't  remember.  I  am  (piite  sure  I  had  algebra  and 
geometrj^,  because  I  took  an  academic  major  with  four  years  of  Latin. 
Then  I  had  trigonometry,  I  believe,  in  college.  I  presume  I  must  have 
had  geometry  then. 
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Question:  Do  j'ou  reeall  any  other  major  science  courses  in  college? 

Witness:  No.  I  was  not  interested  in  the  scientific  field.  I  was  inter- 
ested in  the  field  of  arts  and  philosophy,  economics  and  history,  really, 
and  English. 

Question:  Do  you  believe  that  the  international  situation  requires 
us  to  take  steps  that  will  attract  to  the  teaching  profession  more  per- 
sons who  are  competent  in  the  fields  of  mathematics  and  the  physical 
sciences? 

AVitness:  Well,  I  don't  see  how  anyone  could  disagree  with  that.  I  am 
sure  that  we  are  all  busy  re-examining  our  whole  educational  system 
at  the  present  time. 

However,  I  feel  that  we  should  not  neglect  the  liberal  arts  while  we 
are  doing  that.  I  feel  that  we  must  educate  the  whole  child,  not  just 
scientists  and  mathematicians,  aiul  I  know  many  other  teachers  have 
expres.sed  themselves  in  that  same  direction  that  we  should  not  have 
a  narroAv  education  simply  because  we  do  feel  .so  verj'  much  in  need  of 
expressing  mathematics  and  science  at  the  present  time. 

Question :  Do  you  have  any  information  that  you  would  care  to  ex- 
press as  to  the  percentage  of  children  in  the  high  school,  the  percentage 
of  the  students  that  are  taking  a  math  or  science  course? 

AVitness:  Frankly,  I  would  not  know.  I  have  never  worked  in  the 
office  as  a  counselor.  The  counselors  know  much  more  about  how  many 
of  the  children  are  taking  this  and  taking  that.  I  am  always  so  very 
busy  in  the  classroom  and  I  have  never  tried  to  get  out  of  the  classroom 
and  climb  to  be  an  administrator  or  anything.  I  have  been  very  happy 
in  the  classroom,  so  I  really  would  not  know. 

Question  :  Do  you  believe  that  factors  other  than  salary  are  inijior- 
tant  in  formulating  a  program  which  will  attract  persons  competent  in 
mathematics  and  the  physical  sciences  to  the  teaching  profession? 

Witness:  I  certainly  do,  and  I  think  that  would  apply  to  any  subject. 
I  feel  that  salary  is  not  the  big  thing  to  attract  people.  Actually,  we  do 
all  know  that  someone  with  comparable  education  can  usually  make 
more  money  outside  of  teaching,  but  I  think  the  good  teacher  is  in- 
terested in  having  a  classroom  atmosphere  where  she  can  teach  without 
these  constant  interruptions.  That  is  the  hue  and  crj-  that  all  of  us 
have,  both  young  and  older  teachers,  as  myself.  We  resent  the  fact 
that  no  one  seems  to  respect  the  sanctity  of  the  ela.ssroom  any  more. 
Our  classes  are  interrupted  constantly  for  oh,  just  everything.  You 
would  think  that  it  was  a  Grand  Central  Station  the  way  they  come 
in  and  out  of  the  classroom.  That  is  the  thing  for  years  that  wo  liave 
protested. 

Question:  Are  there  some  other  factors  in  addition  to  interruptions 
in  the  classroom  that  you  could  suggest  that  would  helj)  with  this 
securing  the  proper  mimber  of  teachers? 

Witness:  Well,  I  think  Ave  have  all  heard  the  usual  things  that  are 
being  said  in  the  lecture  halls  and  TV  and  radio  programs  now,  that 
possibly  we  need  to  give  our  teachers  a  little  bit  more  secure  and 
important  feeling  in  the  community.  We  respect  a  coach  and  we  think 
he  is  wonderful,  but  we  have  never  done  much  to  emphasize  tliat  those 


INVESTIGATING   COMMITTEE  REPORT  ON  EDUCATION  25 

of  US  wlio  teaeli  academic  subjects  are  anything  of  importance.  But,  I 
do  not  think  we  have  to  be  praised  all  the  time.  We  are  dedicated  to 
Avhat  Ave  think  is  a  very  important  job,  and  as  T  said  before,  if  we 
could  just  have  a  feeling  in  the  scliool  that  what  goes  on  inside  the 
classroom  is  the  most  inij^ortaut  tiling  instead  of  the  pom  poms  and 
the  rallies  and  the  yells  and  the  assemblies  and  the  general  merry-go- 
round  that  our  secondary  schools  are  today,  the  classroom  teacher  has 
never  approved  of  that. 

Question :  How  long  have  you  taught  ? 

Witness :  Over  30  years.  I  sort  of  lost  track.  I  had  two  maternity 
leaves  and  one  sabbatical  leave.  I  would  say  about  33  years.  I  don't 
know  wliother  that  is  exactly  correct  or  not.  I  try  to  forget  how  long 
it  is. 

Question :  Can  you  tell  the  committee  what  factors  you  considered 
before  making  up  your  mind  to  be  a  teacher  ? 

Witness :  Yes.  I  intended  to  be  a  social  worker  and  I  worked  with  one 
of  the  most  wonderful  chief  of  police  in  the  world,  August  Vollner  in 
Berkeley.  I  did  his  testing  of  the  juvenile  delinquents.  I  was  training 
to  be  a  social  worker  and  I  had  every  intention  of  spending  manj^  years 
as  a  social  worker.  When  I  came  to  Los  Angeles  right  after  my 
marriage  and  graduation,  I  took  the  examination  to  be  a  social  worker 
and  passed  fifth,  I  believe,  here  in  Los  Angeles.  I  think  Mr.  Holland 
was  the  man  that  did  the  hiring  and  I  couldn't  get  a  job.  They  said  I 
looked  too  young  and  immature  and  the.v  said,  "Why  don't  you  get 
into  the  public  schools  and  get  a  little  experience  with  young  people 
and  then  come  back  and  we  will  give  you  a  job  and  j'ou  will  look  a 
little  bit  grown  up  and  be  a  little  bit  more  capable."  I  was  a  little  bit 
insulted  at  that  and  I  thought,  "Well,  all  right,  I'll  teach."  So,  I  went 
back  to  school  and  got  my  teacher's  credentials.  I  had  never  intended 
to  be  a  teacher  *  *  * 

*  *  *  To  my  surprise  it  was  just  wonderful.  I  loved  teaching  and 
when  I  took  my  first  maternity  leave  I  really  thought  the  schools 
couldn't  open  without  me.  I  look  back  and  I  laugh  at  how  foolish  1 
felt,  but  I  enjoyed  working  with  young  people  and  I  just  kept  it  up 
ever  since. 

Question :  Would  you  make  the  same  decision  on  the  same  basis  today 
or  would  3^our  experiences  as  a  teacher  change  your  mind  ? 

Witness :  Oh,  I  would  still  be  a  teacher  in  spite  of  the  fact  that  as  I 
say,  it  is  the  most  wearing  profession  in  the  world,  I  do  believe,  and  I 
have  done  three  other  kinds  of  work. 

*  *  *  there  is  nothing  I  think  that  I  know  anything  about  that  is 
as  nerve  wearing  but  is  rewarding,  as  a  teacher.  Yes,  I  would  choose  it 
again. 

Question :  Do  you  believe  our  system  which  gives  a  large  degree  of 
control  to  local  scliool  districts  is  a  proper  system  of  school  manage- 
ment? 

Witness :  Well,  I  am  a  great  believer  in  everything  democratic.  I 
guess  so.  I  strongly  approve  of  federal  aid  to  education,  however.  I  do 
not  know  whether  those  two  are  illogical.  Anything  that  can  get  us 
better  schools  and  yet  give  schools  that  suit  the  locality,  I  think  I  would 
approve  both. 
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Question  :  What  is  your  present  salary  ? 

AVitness:  Oh,  heavens!  1  know  what  my  take-home  pay  is  after  all 
those  thin.us  are  taken  out.  T  think  I  have  $505.  I  am  not  ou  the  highest 
step.  I  did  not  know  you  were  going  to  ask  me  that. 

Question:  How  does  that  compare  with  your  salary  a  j^ear  ago? 

AVitness:  There  was  a  very  slight  raise  this  year,  but  I  am  not  a 
teacher  who  rushes  around  after  school  for  points.  I  love  to  travel  to 
get  my  points  and  yet,  I  cannot  afford  to  do  it  very  often.  I  take  the 
service  Avorkshops,  I  believe  we  call  them,  occasionally,  but  I  very 
much  believe  a  teacher  sliould  get  out  of  the  classroom  and  we  sliould 
get  out  and  get  a  fresh,  new  look  at  otlier  tilings.  I  am  very  much 
interested  in  the  arts  and  my  work  project  last  year  was  in  art  and 
civilization.  I  am  not  someone  trying  to  reach  the  $7,000  mark  and 
wear  myself  out.  I  feel  that  all  my  energy  belongs  in  the  classroom 
lather  than  chasing  points  to  get  more  money. 

Question:  How  does  your  salary  now  compare  to  what  it  Avas  tive 
years  ago?  "\Vo  have  aj)propriated  a  great  deal  of  mouey  in  Sacramento 
and  we  would  like  to  know  whether  it  is  getting  down  to  the  teachers 
and  if  so,  in  Avhat  proportion. 

Witness :  Well,  you  are  talking  to  someone  being  just  barely  able  to 
balance  her  bank  account  and  keep  the  stubs  correct,  and  I  do  not 
know  *  *  *  -with  our  inflationary  period  and  the  income  taxes,  I  do 
not  have  anymore  money,  I  just  handle  more  money. 

Question:  Ts  your  salary  at  present  a  fair  comi)ensation   for  your 

AV()l-]<  .' 

AVitness:  No.  I  do  not  think  so.  Decidedly  not.  If  I  were  a  doctor  or 
an  attorney,  and  I  have  had  just  about  as  much  formal  education,  I 
would  be  making  much  more. 

Question:  AA^ould  you  care  to  give  us  an  ex])ression  of  what  you  tliinlv 
a  fair  .salary  Avould  be? 

AVitness:  Oh,  as  I  say,  I  do  not  go  around  worrying  about  money, 
that  is,  except  getting  my  bills  paid,  but  after  having  worked  33  or  34 
years  at  a  profession,  I  think  I  should  be  making  12  or  14  thousand 
dollars  a  year  if  I  were  going  to  have  something  comparable  to  Avliat  a 
doctor  or  attorney  was  making.  Do  not  get  me  wrong,  I  never  had  any 
such  thought,  I  do  not  have  my  head  in  the  clouds,  1  do  not  expect  that. 

Question :  Of  course,  you  realize  the  retirement  rights  of  a  teacher 
are  substantial  and  do  not  apply  to  a  doctor  or  a  lawyer. 

AVitness:  A"ou  sa}^  we  receive  a  substantial  retirement?  Oh,  no,  I  <lo 
not  consider  it  substantial  at  all.  If  T  did  I  Avould  have  retired  at  50. 

Question  :  Do  you  know  of  any  emj^lo.vment  open  to  you  which  would 
offer  comparable  or  better  retirement  benefits? 

AA'itness :  I  could  not  tell  >ou  right  off.  I  have  not  studied  these 
things.  AA^e  tried  to  learn  what  we  were  going  to  be  asked,  but  we  could 
not  find  out.  I  would  have  gladly  htoked  it  up  if  I  had  known  you  Avere 
going  to  ask  me  that.  1  am  not  a  vci-y  materialistic  person.  I  have  too 
much  to  do  to  go  h)okiiig  up  i-etirement  systems,  but  I  have  lots  of 
friends  avIio  have  retired  and  most  of  tiiem  work  to  kind  of  scrape  along 
and  live  jih-asantly,  provided  they  can  k(M>p  body  and  soul  together. 

1  ilo  not  know  what  m>'  retirement  Avould  be.  They  say  each  case  is 
different  and,  as  I  told  the  committee  a  fcAv  moments  ago,  1  am  not 
clever  at   iiiallicmatics  and    I    never  ti-i(>d  to  figure  it  (Hit.  I  just  get  a 
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stateinent  once  a  rear  oi'  wluit  I  have  in  the  local  rctireiueut  iuiul  and 
[  know  if  I  died  my  children  Avould  juct  it  and  for  that  I  am  wry  ^lad. 
From  the  State  we  really  get  nothlnji'  back  whatever.  1  do  not  tliink 
our  retirement  system  is  anytliin<i'  to  bi'ag'  about,  franUlx'. 

Question  :  Tui'uiny  to  the  field  of  salaries,  do  you  feel  a  system  that 
woidd  i)ay  the  higlier  salary  for  su])erior  teac]iin<i'  ability  rather  than 
on  factors  sucli  as  seniority  and  summer  courses  would  be  fair? 

Witness:  Indeed  I  do  not.  I  see  daily  in  front  of  me  teachers  who 
receive  easy  programs  and  all  kinds  of  recognition  and  advancements 
who  are  very  young  and  inexperienced  and  they  are  somebody's  favor- 
ite or  something,  and  I  see  teachers  who  are  extremely  capable  who 
receive  no  recognition  whatever,  wlio  receive  terrible  programs,  and 
why?  No,  1  would  not  ajiprove  of  that  at  all  because  who  would  judge? 
Who  M'ould  decide  how  competent  we  were?  Yon  see,  I  have  taught 
man}''  years  and  we  were  rated  each  3'ear.  A  long  time  ago  we  were 
visited  very  frequently  by  our  principals,  and  I  think  that  there  was 
something  good  about  it.  I  have  not  been  visited  by  a  principal  in  so 
long  that  1  cannot  remember,  and  when  I  have  some  fine  pieces  of  work 
and  something  I  am  very  proud  of,  I  have  to  send  to  the  principal  and 
invite  him  to  pVase  come  over  and  see  what  a  fine  job  we  are  doing 
and  what  wonderful  projects  have  been  turned  out.  But,  I  really  liave 
not  been  visited  by  a  principal  in  so  long  that  I  cannot  remember. 

Question  :  They  must  have  confidence  in  you. 

Witness  :  I  hope  they  do. 

Question  :  Are  you  satisfied  witli  the  teacher  tenure  laws? 

Witness  :  No,  not  exactly. 

Question:  Do  you  feel  comparable  security  could  be  obtained  at  other 
employment  which  might  be  open  to  you  ? 

Witness  :  Indeed  I  do  not,  no. 

Question  :  Are  the  laws  giving  teacher  sick  leave  satisfactory  ? 

Witness :  I  have  no  quarrel  with  the  sick  leave.  I  have  been  a  very 
healthy  person  and  I  have  not  been  absent  very  often.  I  could  just 
count  on  the  fingers  of  one  hand  my  absenteeism  in  33  years.  I  know 
it  is  much  better  than  it  used  to  be,  yes,  much  better  than  it  used  to  be. 

Question :  Are  there  any  conditions  other  than  salary  which  are  so 
disasteful  as  to  influence  persons  against  becoming  teachers? 

Witness :  Yes,  the  interrupting  in  the  classes  are  the  big  hue  and 
cry.  It  is  so  frustrating  to  start  your  class  and  get  the  attention  of 
these  restless,  bored,  confused,  rather  moronic  in  their  tastes  due  to 
our  TV  and  radio  and  the  various  cultural  or  noncultural  things  that 
our  young  people  are  bombarded  with.  You  get  their  attention  and  you 
start  and  hope  to  accomplish  something  that  you  planned  out  very  care- 
fully and  the  doors  open  and  somebody  bursts  in  with  a  summons  and 
you  have  to  stop  and  then  the  class 's  interest  is  broken.  You  get  started 
again  and  somebody  else  bursts  in. 

When  I  was  at High  School  in  1942  I  invited  a  man  by 

the  name  of  Winston  Hughes,  a  wonderful  director  in  the  motion  pic- 
tures and  he  has  been  an  actor. 

I  invited  him  to  come  in  and  read  poetry  to  my  American  Literature 
class.  The  class  had  been  prepared  for  him  and  I  was  in  the  basement 
room  where  we  could  see  people's  feet  and  legs  outdoors.  It  was  very 
distracting  and  he  was  a  very  dramatic  person  and  he  got  all  ready  to 
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read  poetry  and  the  janitor  came  along  with  one  of  those  long  brooms 
and  disturbed  the  children.  Somebody  burst  in  with  a  summons,  but 
he  finally  got  started.  Again  somebody  came  in  and  wanted  somebody 
in  the  counselor's  office  and  then  he  got  started  again.  He  finally  blew 
up  and  he  cursed.  lie  said,  "How  could  you  teach  in  a  situation  like 
this?"  The  class  w^as  just  horrified,  but  he  said  to  me  afterwards,  "I 
wouldn't  put  up  with  this  kind  of  employment  situation.  I  would  lock 
that  door  and  I  would  teach."  That  is  the  way  it  is.  I  said,  "We  cannot 
do  that.  We  are  interrupted  any  old  time  because  everA'thing  is  more 
important  than  what  goes  on  in  the  classroom." 

Question  :  That  is  a  new  point  of  view  to  me. 

Witness :  Tt  is  not  new.  It  has  been  with  us  for  years. 

Question :  Who  is  responsible  for  the  frequently  recurring  interrup- 
tions, is  it  parents  ? 

Witness:  I  do  not  mean  to  be  unfair,  but  it  has  been  explained  that 
the  counselor  must  counsel  someone,  so  they  send  for  them  during  the 
class.  I  contend  they  should  seiul  for  the  student  during  the  study 
hall.  The  person  maj^  be  wanted  because  he  has  cut  another  class,  so 
they  take  him  out  of  your  class.  There  is  probably  a  very  valid  reason 
to  someone  in  the  office  for  each  interruption,  but  to  the  teacher  who 
has  38  youngsters  and  who  has  captured  their  interest,  maybe  fleet- 
ingly,  and  it  is  hard  to  do  for  some  of  us  who  are  trying  to  teach.  It 
does  not  seem  valid,  short  of  a  death  in  the  family  or  sometliing  like 
that.  It  just  seems  to  us  that  we  should  be  able  to  do  the  way  they 
do  in  England  in  the  public  schools  which  are  the  English  high  schools. 
In  England  the  attendance  is  checked  by  a  clerk,  not  by  a  teacher  with 
university  education  to  whom  they  are  paying  big  salaries,  so  they  say. 
The  temperature  of  the  room,  the  condition  of  the  blinds  and  all  those 
things  we  have  to  look  out  for  are  all  taken  care  of  by  a  clerk.  The 
class  is  gotten  all  ready  for  the  lesson  before  the  teacher  enters  the  room 
in  the  English  high  school.  Then  the  professor  or  professors,  as  they 
are  dignified  in  the  English  high  schools,  enter  the  room,  the  class  says, 
"Good  morning,"  and  the  lesson  begins.  It  is  so  diiferent  in  our  Ameri- 
can schools.  We  have  to  take  care  of  all  the  little  details  of  collecting 
the  money  for  all  the  drives  that  we  ask  the  students  for  money  all  the 
time.  We  have  to  sell  all  the  tickets  to  the  ball  games  and  the  assemblies 
and  we  have  to  hound  them  until  they  buy  their  student  body  tickets 

and  it  takes  time.  Frankly,  the  first  period  at High  School, 

and  it  is  not  different  than  any  other,  was  taken  up  for  weeks  raising 

money  for  the  Red  Cross  or  for  the  hosjntal  bed  that  the Iligli 

School  has  maintained  at  the  Children's  Hospital.  We  have  to  raise 
$700.  Although  I  do  not  have  a  period  one  class,  it  took  weeks,  and 
the  children  would  bring  cookies  then  and  they  would  auction  those 
cookies  off  and  I  would  go  down  the  hall  and  they  would  be  selling 
cookies  all  period  one.  I  did  not  allow  it  in  my  class  because  I  do  not 
approve  of  it. 

I  would  make  cookies  myself  and  bring  them  and  then  would  pass 
them  out  to  my  students  and  get  their  money  and  we  got  to  work,  but 
I  do  not  happen  to  have  a  period  one  class  this  year.  I  do  not  approve 
of  that  kind  of  thing.  T  do  not  tliiuk  we  should  be  hanging  over  these 
people  for  money. 
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Question:  Really,  I  have  never  heard  of  such  a  situation. 
Witness:  We  do  and  everything  is  more  important  than  teaching. 
Senator  Montgomery:  You  haven't  been  around,  Senator. 
Witness:  I  am  not  the  only  one  tliat  feels  this  way.  We  all  feel  this 
way,  but  we  do  not  Avant  our  classes  this  way.  They  send  out  lists  every 
day,  and  if  Mrs.  Brown's  class  hasn't  donated  any  money,  what  kind 
of  a  teacher  can  Mrs.  Brown  be  when  ]\Irs.  Richards '  class  has  donated 
$10  up  to  date. 

Question :  Are  you  provided  with  satisfactory  textbooks  ? 
Witness :  Yes,  the  textbooks  are  very  good.  I  think  the  textbooks  are 
just  wonderful  in  my  class. 

Question:  Have  you  found  that  the  teachers  are  unduly  restricted 
in  their  political  activity? 

Witness:  I  wouldn't  know  just  what  you  mean.  We  do  not  discuss 
any  political  activities  on  the  school  ground,  no. 

Question :  You  have  not  yourself  felt  that  you  were  unduly  re- 
stricted ? 

Witness:  Oh,  when  we  have  school  board  elections  once  in  a  while 
there  is  some  little  reminder  that  we  must  not  have — what  is  it  that  you 
put  on  your  automobile? 

Question :  Have  you  been  asked  for  political  contributions  by  teacher 
organizations  ? 
Answer :  Oh,  no. 

Question:  Are  you  familiar  with  the  recommendattions  of  the  Los 
Angeles  County  Grand  Jury  in  regard  to  the  political  activities  of 
teachers  ? 

Witness  :  Well,  I  don 't  know  whether  I  am  or  not  specifically. 
Question:  As   I   remember  it,   the   recommendation  was  that   they 
should  not  engage  in  activity  on  school  time  or  on  school  property. 

Witness :  Oh,  yes,  I  am  familiar  with  that.  I  didn  't  know  exactly  what 
you  referred  to. 

Question :  You  have  no  objection  to  that  ? 
Witness :  No,  I  think  that  is  very  good. 

Question :  Are  your  after-school  assignments,  and  I  do  not  want  to 
make  it  personal,  are  after-school  assignments  to  teachers  generally 
considered  objectionable,  such  as  attendance  at  games  or  dances? 
Witness:  I  don't  think  so,  no. 

Question :  From  time  to  time  objections  are  heard  to  the  constitu- 
tional requirements  of  a  loyalty  oath.  There  was  another  committee 
hearing  here  not  long  ago.  Does  this  in  your  opinion  keep  desirable 
people  out  of  the  teaching  profession? 

Witness:  Well,  it  might  in  some  cases.  Since  we  sign  loyalty  oaths 
as  a  condition  of  employment,  I  think  there  have  been  many  respected 
and  distinguished  and  intelligent  people  who  have  felt  that  that  was  all 
that  was  necessary.  We  have  always  signed  loyalty  to  the  Constitution 
and  you  know  there  are  several  things  re(iuired  in  the  oath,  and  it 
seems  to  a  great  many  people  that  that  is  sufficient. 

Question:  You  think  then  the  additions  to  the  loyalty  oath  after  the 
1952  election  were  unnecessary? 

Witness :  Well,  as  I  said  a  moment  ago,  I  believe  that  the  oaths  which 
all  public  employees  sign  as  a  condition  of  employment  are  sufficient. 


30  INVESTIGATING  COMMITTEE  REPORT  ON  EDUCATION 

I  don't  see  any  reason  wliy  not.  T  don't  tliink  anytliing  else  is  necessary 
myself,  and  I  know  of  a  great  many  people — 

Question :  We  have  the  one  oath  for  all  public  employees  novv  and  it 
is  not  clear  to  me  that  your  objections  are  to  the  present  oath  because 
when  the  additions  were  made  they  were  made  to  all  employees. 

Witness :  I  just  know  that  Ave  have  all  signed  several  times  and  that 
seems  that  is  enough. 

Question :  Do  you  believe  tliat  the  size  of  the  classes  which  teachers 
have  to  work  in  your  school  prevents  the  teachers  from  doing  an  ade- 
quate job  in  teaching? 

Witness:  In  the  main,  yes,  and  I  am  sure  that  we  were  all  rather 
shocked  to  learn  rather  recently  in  The  Times  that  in  Russia  the  average 
size  is  17,  and  here  tlie  average  size  is  27.  It  said  so  in  The  Times.  I 
think  that  mc  all  ought  to  be  able  to  do  a  better  job  if  our  classes  were 
smaller  than  tliey  usually  are. 

Question :  Would  your  answers  be  the  same  with  respect  to  classes 
in  mathematics  and  physics? 

Witness :  I  really  don't  suppose  that  teaching  physics  or  mathematics 
is  essentially  any  different  from  the  teaching  of  English,  history  or 
family  life.  Why  should  it  be  different? 

Question  :  How  many  classes  do  you  teach  each  day? 

Witness :  Five  is  the  usual. 

Question  :  How  many  pupils  are  there  in  those  five  classes? 

Witness :  Oftentimes  35  to  38,  occasionally  less. 

Question  :  That  is  in  each  one  of  the  five  classes  ? 

Witness  :  Yes,  although  it  will  vary  occasionally. 

Question :  Would  150  be  a  fair  approximation  for  the  day? 

Witness:  Yes,  although  many  years  I  have  had  180  or  more  that  I 
can  remember. 

Question:  Thank  you.  What  would  you  consider  the  proper  number 
of  pupils  for  any  class,  bearing  in  mind  that  the  need  for  at  least 
reasonable  economy,  as  well  as  the  need  for  adequate  instruction? 

Witness :  Well,  let  us  say  25  might  be  reasonable. 

Question  :  For  a  class  in  English,  for  example  ? 

Witness :  Or  history. 

Question:  Do  guides  or  instructions  or  regulations  on  teaching 
methods  help  or  hinder  teachers? 

Witness :  Oh,  they  are  very  helpful. 

Question:  Do  you  use  the  teachers'  guide  put  out  by  the  State  De- 
partment of  Education  ? 

Witness:  Yes. 

Question  :  Is  it  heljif ul  to  you  ? 

Witness:  I  think  lliose  that  are  ])ut  out  locally,  and  those  we  receive 
at  the  institutes,  those  tluit  the  NEA  sends  out.  and  those  that  we  get 
from  the  State  are  all  very  hel])ful. 

Question :  The  commission  that  sifted  the  reports  on  the  conduct  of 
American  soldiers  in  Chinese  pri.soner  of  war  camps  agreed  that  a  third 
of  the  American  prisoners  were  affected  by  the  Communist  efforts  of 
brain  Avashing.  This  is  the  first  time  in  our  history  that  our  young  men 
failed  to  be  loyal  to  our  ideals,  including  the  ideal  that  each  man  has 
a  duty  1()  help  his  fellow-soldier  dui'ing  captivity.  I  want  to  ask  vou 
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if  you  think  the  schools  (Muphasize  patriotism  as  imicli  now  as  wlioii 
you  were  a  .student? 

Witness:  Oh,  yes,  I  think  Ihcy  do. 

Question:  Are  tlu^  textbooks  ]>resently  in  use  signifieantly  different 
in  presenting-  the  ideals  of  patriotism  and  duty  to  eountry  than  the 
books  which  were  in  use  when  you  were  a  student? 

Witness:  Oh,  now  you  have  got  me.  Actually  I  cannot  remember 
much  of  my  high  school  education.  I  am  really  ashamed  to  think  how 
few  of  the  teachers  made  an  impression  on  me  and  I  just  do  not  re- 
member the  books.  But  1  feel  sure  that  we  have  always  emphasized 
patriotism  and  that  we  still  do. 

Question  :  Do  you  have  the  opportunity  in  your  English  class  to  teach 
the  Declaration  of  Independence  ? 

Witness :  Oh,  yes. 

Question :  Do  you  believe  that  it  is  proper  to  include  propaganda  in 
elementar}'  and  high  school  instruction? 

Witness:  It  depends  on  how  you  define  propaganda.  Much  of  all 
education  is  propaganda.  We  all  try  to  civilize  these  young  people  and 
it  began  when  the}'  were  born.  I  just  do  not  know  how  j^ou  are  using  the 
word.  It  is  a  much  misunderstood  and  misconstrued  word,  but  we  are 
persuading  them  toward  desirable  construction.  I  have  points  of  view 
all  along  the  way  and  in  that  sense  of  the  word  a  great  deal  of  education 
has  to  be  propaganda.  But  maybe  you  are  using  it  in  an  entirely  dif- 
ferent sense.  I  do  not  know  how  you  are  using  it  exactly.  To  many 
people  it  is  a  bad  word,  whereas  the  actual  word  is  not  a  bad  word 
at  all. 

Question :  Can  you  suggest  some  standards  to  measure  that  propa- 
ganda by  ? 

Witness:  Oh,  yes.  I  think  we  Lave  to  examine  propaganda  and  see 
what  desirable  goals  that  we  approve  of  in  the  democratic  country  is  this 
line  of  thought — what  desirable  goals  does  this  line  of  thought  have 
in  mind  and  if  it  is  good  for  the  majorit.y  of  it,  wh,y,  then,  it  should  be 
desirable  propaganda. 

For  example,  our  own  democratic  ideals,  since  they  are  good  for  the 
majority  are  certainly  good  propaganda. 

Question:  Would  you  classify  instruction  in  morals  as  propaganda? 

Witness :  Well,  using  it  in  a  wide  sense  of  the  term,  yes.  We  have  here 
in  Los  Angeles  what  we  call  points  of  view,  and  it  is  part  of  our  char- 
acter and  spiritual  education  and  it  has  a  great  deal  of  character 
development  emphasis  in  it,  and  all  the  way  through  we  are  trying  to 
develop  strong  qualities  of  character,  truth  and  courage  and  honesty  and 
unselfishness  and  all  the  rest  of  it,  and  in  that  sense  of  the  word  that  is 
all  propaganda  toward  raising  fine,  upstanding,  desirable  citizens  that 
are  going  to  have  concern  for  their  fellow  man. 

Question :  Should  instructions  concerning  the  aims  and  purposes  and 
actions  of  UNESCO  be  taught  in  the  public  schools? 

Witness:  Well,  that's  one  of  those  things  that  has  certainly  been 
kicked  around,  hasn't  it? 

I  was  in  Paris  when  the  headlines  read  that  the  Los  Angeles  Schools 
had  thrown  UNESCO  out  and  I  remember  the  consternation  with 
■which  people  in  Paris  talked  to  me  about  it.  I  didn't  find  out  what  it 
was  all  about  until  I  got  home.  I  was  on  my  sabbatical  leave  in  1952.  I 
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think  our  School  Board  of  Education  has  made  that  very  clear  in  sev- 
eral bulletins.  If  you  were  to  write  to  the  Los  Angeles  Board  of  Educa- 
tion and  ask,  "Why  don't  you  teach  UNESCO  in  school?"  they 
would  send  you  a  ream  of  printed  material  and  say,  ' '  We  do  teach  it  in 
our  schools,  provided  it  is  presented  in  a  fair  way  and  provided  we 
always  empliasize  the  ideals  of  our  own  country  and  our  contribution  in 
the  United  Nations  and  our  desire  for  peace."  I  am  not  quite  quoting- 
it  exactly,  but  they  would  tell  you  it  is  still  around  to  be  presented  and 
that  the  ideals  of  the  United  Nations  are  very  fine. 

Question:  Should  that  be  associated  with  some  definite  grade  level? 

Witness :  I  don 't  know.  I  think  that  the  ideals  of  brotherhood  and  un- 
selfishness and  peace  and  patriotism  should  be  presented  all  along  the 
line  starting  with  kindergarten  on  up,  if  you  are  asking  for  my  oj)inion. 

Question :  Should  the  concept  of  world  citizenship  be  taught  in  the 
public  schools? 

Witness:  I  don't  know,  but  tlie  Saturday  Review  of  Literature  thinks 
it  should. 

I  have  a  very  fine  article  Avrilton  after  Sputnik  by  Norman  Cousins 
and  it  is,  "A  Challenge  to  Teachers."  He  says,  "We  should  develop  the 
concept  of  a  higher  loyalty,  loyalty  to  mankind  in  the  human  commu- 
nity," and  this  is  a  plea  that  he  feels  that  the  world  is  too  small  for  the 
intercontinental  ballistics  and  hydrogen  bombs  and  we  must  make  the 
world  safe  for  humans.  This  is  Norman  Cousins  I  am  quoting. 

I  feel  that  all  men  are  brothers  and  I  feel  that  teachers  and  schools 
just  the  same  as  the  churches  and  the  newspapers  and  all  the — what  is 
it  called? — mass  education  media,  I  think  we  have  to  try  to  consider 
how  to  get  a  peaceful  world.  Granted  we  know  we  live  in  a  Avorld  that  is 
far  from  peaceful  and  we  have  to  protect  ourselves. 

It  is  hard  to  answer  your  question.  We  know  we  are  citizens  of  our 
own  country  first. 

Question:  Should  the  objective  be  eventually  to  substitute  world 
citizenship  for  American  citizenship? 

Witness:  No.  I  don't  think  we  would  ever  substitute  world  citizen- 
ship for  American.  Tlie  world  is  so  large  we,  it  seems  to  me,  could  ti-y  to 
work  for  a  peaceful  world  without  substituting  anything  at  all. 

Question:  Has  this  philosophy  of  world  citizenship  had  anything  to 
do  with  the  attitude  of  a  small  percentage  of  our  young  men  in  the 
Armed  Forces  who  chose  to  be  conscientious  objectors  and  others  who 
have  been  uncertain  in  their  loyalty  to  the  American  services? 

Witness:  Noav,  what  was  the  beginning  of  your  question  again  ? 

Question:  Has  the  concept  of  world  citizenship  had  anything  to  do 
with  that  point  of  view  of  some  of  our  young  men  wlio  liave  refused 
military  service? 

Witness:  Would  you  tell  me  which  part  of  this  committee  this  ques- 
tion relates  to?  Just  what  is  this?  To  what  portion  of  your  program  is 
this  question  pertinent? 

Question :  The  Legislature  is  responsible  for  the  laws  relating  to 
education  and  they  have  directed  this  connnitt(>e  to  make  inquiry  about 
textbooks  and  other  matters  and  the  world  citizenship  is  mentioned  in 
our  state  adopted  elementary  textbooks.  Oi'  course,  in  the  high  school 
your  own  district  decides  on  the  textbooks  that  are  used,  I  believe 
subject  to  approval  by  the  higher  lionrd.  I  just  feel  that  somehow  or 
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another  we  should  try  to  find  whore  this  influence  has  come  from  that 
is  affecting  our  j^outh. 

Witness :  Well,  I  don't  know,  I  wouldn't  mind  answering  the  question 
because  I  think  perhaps  we  have  all  thought  about  it  a  good  deal,  but  I 
have  here  before  ine  a  (piotation  from  the  Waikins  decision  which  says, 
''That  no  investigating  committee  has  a  right  to  inquire  into  the  per- 
sonal views,  opinions,  ideals,  or  beliefs  of  any  citizen  in  our  country," 
and  so  I  just  wonder  whether  this  does  come  within  the  scope  of  your 
committee. 

From  what  I  have  read  I  think  various  reasons  have  been  given  by 
our  servicemen  for  how  they  acted.  I  think  that  people  who  are  con- 
scientious objectors  have  to  show  a  whole  history  and  background  of 
that.  They  can't  just  suddenl}^  decide  to  become  conscientious  objectors. 
I  don't  think  that  question  is  pertinent  at  all. 

The  Quakers,  for  example,  they  will  never  do  anything  in  wartime  or 
peacetime  that  aids  violence  or  any  violent  solution  to  a  problem.  I 
respect  Quakers  very  much.  I  think  their  i)csition  is  a  very  idealistic 
and  wonderful  one.  I  can  not  speak  for  the  other  young  men  who  have 
chosen,  I  don't  know  what  led  tliem  to  do  that,  I  don't  know,  I  have 
never  been  in  that  position  myself. 

Question :  Have  you  any  suggestions  of  what  the  schools  can  do  to 
inspire  patriotism  in  our  youth  of  this  Nation  which  would  be  strong 
enough  to  have  them  render  patriotic  service  and  sacrifice? 

Witness:  No,  I  don't  have  any  ideas  in  that  direction.  I  didn't  know 
that  we  had  any  trouble  getting  them  to. 

Question :  When  did  you  sign  the  loj^alty  oath  last  ? 

Witness:  Oh,  I  don't  remember,  but  I  have  signed  it  every  time  we 
have  been  asked  to. 

Question :  The  oath  requires  the  person  to  list  all  organizations  which 
advocate  the  Adolent  overthrow  of  the  government  to  which  you  have 
belonged  to  in  the  last  five  years. 

Did  you  list  any  organizations  when  you  took  the  oath? 

Witness :  Indeed  I  did  not. 

Question:  Were  you  a  member  of  the  Arts,  Sciences  and  Professions 
Council  of  the  Los  Angeles  Chapter? 

Witness:  Yes,  I  was. 

Question:  Do  you  recall  the  dates? 

Witness:  No,  I  haven't  the  slightest  idea. 

Question :  Have  you  resigned  from  the  organization  ? 

Witness :  That  is  rather  a  foolish  question.  It  has  been  defunct  for 
some  time. 

Question:  Were  you  ever  a  member  of  the  Civil  Rights  Congress? 

Witness :  I  might  have  been.  Again  I  must  state  that  this  committee 
has  no  power  to  in(|nire  into  my  ideas,  opinions,  beliefs  or  associations. 

Question :  On  what  do  you  base  that  ? 

Witness :  On  the  several  pronouncements  by  the  Supreme  Court  this 
very  year. 

Question :  Did  you  know  that  the  National  Council  of  the  Arts, 
Sciences  and  Professions  was  found  by  the  United  States  Attorney 
General  to  be  subversive? 

Witness:  I  know  that  it  was  claimed  to  be,  yes. 
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Question :  Did  you  know  if  the  Attorney  General  of  the  United  States 
had  so  determined  it? 

Witness :  Oh,  certainly.  There  were  about  256  organizations  that 
he  found  to  be  subversive,  in  his  opinion.  ]\Iany  of  the  finest  organiza- 
tions that  we  have  had  in  years  were  listed  on  that  list. 

Question :  Did  you  know  that  the  Los  Angeles  Chapter  of  the  Arts, 
Sciences  and  Professions  Council  was  a  filiated  as  a  chapter  of  the 
national  organization? 

Witness :  Oh,  certainly,  yes. 

Question:  Did  you  supplement  your  oath  at  any  time  by  a  statement 
admitting  membership  in  organizations  other  than  the  Council  and  the 
Civil  Rights  Congress? 

Witness:  No,  I  don't  know  that  I  ever  did.  1  have  uever  belonged  to 
any  organization  that  advocated  violence  and  I  didn't  list  any  organi- 
zation, naturally. 

I  am  a  very  peaceful  person,  I  don't  believe  in  violence  in  solving 
any  problem.  I  think  it  is  a  poor  way. 

Senator  Dilworth :  I  want  to  thank  you  for  your  co-operation.  Have 
the  committee  members  any  questions? 

Senator  Montgomery :  Yes,  I  have  one  question.  Going  back  to  the 
disturbances  in  your  classroom  when  you  are  trying  to  teach,  is  there 
a  day  or  a  period  of  the  day  when  you  have  not  any  interruptions? 

Witness :  It  would  be  awfully  hard  to  find  one,  really. 

Senator  Dilworth :  You  have  a  very  sympathetic  member  of  the  com- 
mittee because  he  is  a  retired  high  school  teacher. 

Witness:  When  we  have  the  full  program  that  means  ahnost  an  hour 
without  it  being  cut  and  shortened  for  an  assembly  or  a  game  or  rally 
or  something.  The  students  think  the  clock  is  wrong  because  they  are 
not  used  to  a  regular  period.  They  wonder  if  there  isn't  something 
wrong,  maybe  it  is  time  for  the  bell  to  ring  and  the  hooptedo  to  start 
again.  I  may  be  exaggerating  a  bit,  but  actually  it  is  true. 

Senator  Montgomery :  Our  schools  today  are  places  for  entertainment 
and  not  for  education. 

Witness :  I  am  afraid  that  is  partly  true. 

Senator  Montgomery :  In  other  words,  the}-  have  to  be  entertained. 

Witness:  Of  course,  it  is  partly  the  home's  fault.  We  do  not  have 
many  students  who  are  given  the  love  of  reading  and  a  love  of  books 
in  their  homes. 

I  was  just  shocked  recently  .  .  .  the  neighbor  children  know  I  am  a 
teacher,  and  they  always  come  and  talk  and  they  said,  "Do  you  like 
to  teach?"  And  I  said,  "Yes,  sometimes  I  do."  The  little  girl  said, 
"We  don't  like  to  read."  And  I  said,  "Well,  when  the  student  does 
not  like  to  read,  that  isn't  good."  And  the  little  girl  said,  "I'.ut  my 
sister  likes  to  read,  she  has  got  a  big  collection  of  comic  books  this 
high."  So  you  see,  it  is  not  the  school  but  the  parents  have  a  duty  to 
teach,  so  it  is  a  two-way  proposition. 

Senator  Montgomery :  Teaching  would  be  better  if  you  did  not  have 
to  be  interrupted.  That  is  the  reason  I  fouiul  that  teachers  do  not  want 
to  go  into  teaching. 

Witness:  They  are  just  ready  to  scream  by  the  time  you  have  had 
six  interruptions.  You  just  want  to  throw  things,  and  yet  you  have  to 
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stand  there  smiling,  composed  and  serene  and  pleasant.  Yon  have  to 
be  optimistic  and  patient.  It  is  quite  an  ordeal. 

Senator  Montgomery:  In  other  words,  the  administration  makes  a 
showplaee  out  of  the  job  rather  than  it  being  a  place  of  learning. 

"Witness:  I  don't  know  just  whom  to  blame.  I  think  since  we  have 
fought  two  world  wars  and  we  live  in  a  very  tense  world  there  are  a 
lot  of  fears  and  worries,  family  life  is  tense,  we  need  a  psychologist 
full  time  at  every  school.  We  cut  down  on  the  counseling  and  we  cut 
down  on  the  guidance,  but  yet  they  think  of  spending  money  for  uni- 
forms for  the  band  and  $300  for  every  football  uniform,  and  yet  we 
don't  have  a  good  record  player  maybe  to  play  a  reading  of  Macbeth 
or  Julius  Caesar  in  the  classroom. 

Senator  Dilworth :  That  will  be  all,  thank  you  very  much. 

DAVID  CURLAND 
David  Curland  having  been  first  duly  sworn,  testified  as  follows : 

Mr.  Rudman :  My  name  is  Norman  Rudman,  attorney  for  this  wit- 
ness. 

Senator  Dilworth :  Will  you  state  your  name  for  the  record. 

Witness :  My  name  is  David  Curland. 

Question :  What  is  your  present  address  ? 

Witness :  1062  West  131st  Street. 

Question :  What  is  your  occupation  ? 

Witness :  I  am  a  teacher. 

Question :  Where  are  you  teaching  ? 

Witness :  San  Pedro  High  School. 

Question:  What  are  the  subjects  you  teach? 

Witness :  I  teach  Spanish,  in  the  main.  I  have  one  additional  class  in 
English. 

Question :  What  academic  degrees  do  you  hold  ? 

Witness :  I  have  a  bachelor  of  arts  degree  from  UCLA  and  in  addi- 
tion I  have  taken  postgraduate  work  at  Los  Angeles  State  College. 

Question:  What  subjects  did  you  major  in? 

Witness:  I  majored  in  Spanish. 

Question :  From  what  high  school  were  you  graduated  ? 

Witness :  North  Phoenix  High  School,  Phoenix,  Arizona. 

Question :  Do  you  recall  what  mathematics  or  science  courses  you 
completed  in  high  school? 

Witness :  I  honestly  am  not  sure  which  I  had  in  high  school.  I  know 
what  I  have  had  since.  I  know  it  was  very  basic,  very  basic  and  very 
minimum. 

Question :  Do  you  recall  the  courses  in  college  ? 

Witness :  Yes,  sir,  I  do.  I  took  a  course  in  the  Army  program  at  state 
college  where  I  took  mathematics  up  to  and  including  integral  calculus 
and  also  a  program  of  science  which  included  chemistry  and  physics. 
Since  then,  however,  I  have  had  no  additional  mathematics  or  science 
training. 

Question :  Does  the  international  situation  require  us  to  take  steps 
which  will  attract  to  the  teaching  profession  more  persons  who  are 
competent  in  the  field  of  mathematics  and  physical  sciences? 
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Witness:  I  think,  sir,  that  thoi-c  are  many  reasons  why  we  should 
take  such  steps.  I  am  not  sure  wliether  the  international  situation  is  the 
most  important  one,  but  it  seems  to  me  that  our  technolog:y  demands 
more  training  of  people  that  are  equipped  to  advance  our  Country  in 
this  respect. 

Question :  Are  factors  other  than  salary  important  in  formulating  a 
program  which  will  attract  persons  competent  in  mathematics  and  the 
physical  sciences  to  the  teaching  profession  ? 

Witness:  Yes,  I  think  that  while  salary  is  very  important  that  there 
are  other  factors  that  apply  actually  to  teaching  of  all  subjects  which 
will  tend  to  attract  people  to  the  teaching  profession,  such  as  the  ques- 
tion of  status  in  the  community.  Is  a  teacher  a  respected  person  or  not 
in  the  community.  Does  he,  for  example,  receive  the  same  type  of  status 
that  a  doctor  or  a  lawyer  would  receive,  which  I  don't  believe  he  does. 
Yes,  I  think  there  are  other  factors. 

Question :  You  have  mentioned  some.  Do  any  other  factors  occur  to 
you? 

Witness:  I  think  the  cpiestion  of  conditions  under  which  a  teacher 
works  are  very  important.  These  conditions,  some  of  which  were  indi- 
cated in  earlier  testimony  and  which  I  agree  with  are  not  always  the 
best,  such  as  was  pointed  out,  the  problem  of  interruptions  in  the  class- 
room, although  I  must  say  I  have  only  been  teaching  a  short  time  and 
I  would  not  try  to  portray  myself  as  an  expert. 

Question:  IIow  long  have  you  been  teaching? 

Witness :  I  have  only  been  teaching  roughly  three  months,  I  am  just 
starting. 

Question:  What  were  the  factors  that  you  considered  before  making 
up  your  mind  to  be  a  teacher? 

Witness :  My  wife  and  I  had  a  number  of  discussions  on  that  point. 
I  had  a  quite  secure  job,  I  even  had  seniority.  It  was  industrial  work 
but  I  was  a  leadmau  as  a  matter  of  fact  in  this  particular  place  where 
I  worked.  However,  I  felt  that  I  was  not  fulfilling  myself,  that  I  could 
make  a  greater  contribution  to  our  Country  and  I  felt  that  it  would  be 
a  much  more  fascinating  and  interesting  thing  than  what  I  had  been 
doing.  This  was  the  primary  consideration,  I  would  say. 

Question :  Would  you  make  the  same  decision  on  the  same  basis  today 
or  have  your  experiences  as  a  teacher  affected  that  decision  ? 

Witness :  Today  I  would  make  the  same  decision,  even  more  so,  al- 
though I  must  admit  that  the  first  week  or  two  I  might  have  altered 
that.  It  was  very  difficult  at  first. 

Question:  Oftentimes  in  our  work  at  Sacramento  the  question  of 
local  control  of  schools  comes  up.  Should  we  give  as  large  a  degree  of 
control  to  the  local  school  districts  as  we  do  to  obtain  proper  school 
management? 

Witness:  Here  I  want  to  say  again  that  perhaps  I  am  not  as  well 
informed  on  the  administrative  questions  as  I  should  be,  and,  therefore, 
I  must  honestly  state  that  I  am  not  too  qualified  to  answer  that  question. 
My  OAvn  impression  would  be  that  local  control  is  good  in  order  to  be 
able  to  conform  to  the  particular  eouditioiis  that  exist  in  any  given 
community. 

^Tr.  Morrison :  For  the  guidance  of  the  witness  and  counsel,  since 
neither  of  you  were  here  at  the  time  the  first  witness  testified,  we  have 
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a  copy  of  the  committee  resolution,  if  you  would  like  to  see  it,  and  a 
statement  of  tlie  purposes  of  this  hearing  if  you  Avould  like. 

Senator  Dilworth :  Mr.  Curland,  what  is  your  present  salary? 

Witness:  My  present  salary  is  the  minimum,  $450  a  month,  that  is, 
on  a  10-month  school  j-ear. 

Question :  Do  you  consider  your  present  salary  a  fair  compensation 
for  a  beginner? 

Witness :  To  be  frank,  I  think  even  for  a  beginner  who  has,  let  us 
admit,  much  to  learn  and  can  make  at  the  beginning  only  a  limited 
contribution  compared  to  later,  even  for  a  beginner  I  feel  that  it  could 
be  greater  in  view  of  the  fact  that  particularly  for  me  this  salary  in 
effect  represents  no  increase  from  my  old  factory  job. 

Question:  Senator  Williams  and  I  were  members  of  a  subcommittee 
of  three  that  liad  the  responsibility  of  considering  the  financial  bill  for 
the  Legislature  this  year.  We  had  to  take  quite  a  bit  of  responsibility 
for  setting  that  figure.  Formerly  it  had  been  $3,400  a  year.  We  want 
you  to  feel  free  to  make  any  comments  on  the  financial  situation  be- 
cause within  the  limits  of  available  state  funds  the  members  of  this 
committee  have  had  to  take  some  responsibility  for  decisions. 

Are  you  informed  of  your  rights  and  benefits  under  the  teachers' 
retirement  laws? 

Witness:  Yes,  sir.  I  have  had  information  given  to  me  on  that  law. 

Question :  Do  you  know  of  any  employment  open  to  you  which  would 
offer  comparable  or  better  retirement  benefits? 

Witness:  I  am  not  too  familiar  with  the  different  retirement  plans. 
Frankly  I  do  not  know  of  any  other  retirement  plan  which  is  better 
than  the  one  Ave  have. 

Question :  Returning  to  the  question  of  salary,  do  you  feel  a  system 
which  paid  higher  salaries  on  the  basis  of  superior  teaching  ability 
rather  than  on  factors  sucli  as  seniority  and  summer  courses  would  be 
fair? 

Witness:  That  is  a  point  of  view  which  only  recently,  I  believe,  was 
in  one  of  our  journals.  I  thought  about  it  then.  I  remember  now  it  was 
a  question  of  comparing  merit  rating  in  industry  to  the  present  system 
of  rating  teachers,  which,  of  course,  excludes  any  merit,  that  is,  merit 
as  such  does  not  enter  into  the  picture  except  insofar  as  to  retain  a 
teacher  or  not  retain  him.  But  any  teacher  who  maintains  himself  in 
the  profession  automatically  goes  up.  I  believe  that  there  should  be 
a  way,  yes,  of  increasing  eificiency  and  effectiveness  in  the  classroom 
somehow  related  to  salary,  although  I  don 't  believe  I  would  be  in  favor 
of  a  system  which  limited  its  increments,  that  is,  a  wage  system  which 
limited  itself  to  that  type  of  an  approach  because  I  can  see  danger 
there  in  terms  of  competition  and  the  type  of  things  that  we  get  which, 
unfortunately,  we  sometimes  get  in  industry  where  in  order  to  make 
what  we  call  "points''  a  person  will  go  out  of  his  way  and  this  might 
not  have  the  best  effect  on  a  teaching  situation.  So  I  would  say  that 
it  certainly  is  something  that  deserves  consideration,  but  with  caution. 

Question :  Have  you  been  in  the  teaching  profession  long  enough  to 
have  formulated  any  recommendation  on  the  teacher  tenure  law? 

Witness :  To  be  honest,  I  do  not  feel  that  I  would  be  in  a  position  to 
be  critical  of  that  law.  As  I  undersand  the  law  it  is  for  a  period  of 
three  years. 
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Question:  A  probationary  period. 

Witness:  Yes,  sir.  Now,  1  beliove  that  it  is  important  before  a  teacher 
is  granted  at  least  a  certain  degree  of  immnnity  wliich  tenure  does 
provide,  as  I  understand  it. 

I  think  it  is  important  to  have  a  probationary  period  where  the 
school  system  and  the  principal  can  evaluate  a  teacher.  However,  the 
onh^  thing  1  am  not  sure  of  is  whether  a  full  tliree  years  is  necessary 
for  such  evaluation  purposes.  It  seems  to  me  that  possibly  a  shorter 
period  would  also  serve  to  provide  the  administration  of  the  schools 
witli  the  ability  to  evaluate  a  teacher  and  at  the  same  time  minimize 
the  certain  insecure  feeling  which  a  teacher  without  tenure  has. 

Of  course,  as  I  say,  there  are  many  more  experienced  teachers  than 
I  who  probablj^  would  have  more  sophisticated  opinions. 

Question :  Are  there  any  conditions  other  than  salary  which  are  so 
distasteful  as  to  influence  people  ajiainst  becoming  teacliers? 

Witness:  I  would  say  that  possibly  some  people  object  to  the  care- 
ful and  close  scrutin}^  which  their  lives  sometimes  come  under  when 
they  become  teachers.  This  is  particularly  true  in  a  smaller  community 
where  the  teacher  becomes  well  known  in  the  community.  There  is  a 
certain  lack  of  privacy  which  some  other  professions  are  probably  not 
subject  to,  and  that  may  influence  some  people.  Also,  it  seems  to  me 
that  the  climate  of  political  controversy  and  the  additional  political 
demands  in  terms  of  ascertaining  loyalty  to  our  Country  which  are 
placed  upon  teachers,  whether  justifiably  or  not,  that  some  people  may 
very  well  object  to  this,  wliich,  of  course,  they  would  not  be  required 
to  undergo  in,  say,  other  types  of  work.  This  may  also  have  a  bearing 
on  it.  I  am  not  sure. 

Question :  What  grades  in  school  do  you  teach  ? 

Witness:  I  teach  at  a  senior  high  school  and  the  courses  which  I  teach 
involve  students  of  the  first  and  second  year  of  high  school,  that  is 
what  we  call  the  tenth  grade  and  eleventh  grade. 

Question:  Are  you  supplied  with  satisfactory  textbooks? 

Witness:  Well,  the  one  textbook  we  use  in  particular  is  El  Camino 
Real,  which  is  the  same  one  I  used  when  I  went  to  high  school,  and  to 
be  lionest  I  don't  think  I  could  come  up  witli  a  better  textbook,  maybe 
someone  else  can,  but  it  seems  to  me  that  tlie  book  itself,  although 
they  have  some  criticisms  of  it,  and  I  understand  they  are  working 
on  a  new  textboolv  for  Spanish,  I  think  it  is  a  pretty  good  textbook. 

Question :  Have  you  encountered  any  restrictions  on  your  political 
activities  as  a  result  of  being  a  teacher  ? 

Witness:  No,  I  don't  think  so.  Possibly  I  haven't  attempted  or  been 
particularly  interested,  maybe  that  is  a  wrong  tiling  to  admit. 

Question :  It  is  an  off  year,  there  may  be  no  election. 

Witness:  Yes,  maybe  that  influenced  it.  It  hasn't  come  up  as  an  issue. 

Question :  Are  you  familiar  with  the  recommendations  of  the  Los 
Angeles  Grand  Jury  on  the  political  activities  of  teachers  ? 

Witness :  No,  I  am  afraid  I  am  not  aware  of  any  particular  grand 
jury  resolution. 

Question:  Are  your  after-school  assignments  objectionable  or  do  you 
want  to  answer  that  generally  as  to  teachers  rather  than  to  you  as  an 
individual? 
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Witness :  Well,  I  would  like  to  answer  first  as  to  myself. 

I  have  had  only  limited  after-hours  assij^nments,  and  as  a  matter 
of  fact,  the  one  thin^  whieh  lias  kept  me  most  busy  in  the  afternoon  or, 
after  school,  is  somctliing'  I  voluntarily  requested  and  that  was  the 
opportunity  to  he  present  at  football  pjames,  which  I  enjoy.  I  happen 
to  be  a  big'  football  fan  and  also  T  feel  that  teachers  should  occasionally 
make  tliemselvcs  present  at  sport  affairs  which  are  very  important  to 
the  students.  I  have  had  no  bad  experience  with  after-school  assign- 
ments. 

Question :  Mr.  Curland,  you  have  sig-ned  a  loyalty  oath  when  you 
were  employed  as  a  teacher  this  year? 

Witness :  Yes,  sir,  I  did. 

Question:  You  were  a  director  of  the  Labor  Youth  League  in  1949, 
were  you  not? 

Mr.  Rudman :  M;)y  I  inquire  of  the  Chairman  of  the  committee  what 
relationship  that  inquiry  has  to  the  legislative  purpose  set  forth  in 
House  Resolution  138  and  also  to  the  stated  purpose  of  the  committee 
in  this  hearing  today  in  connection  with  this  opening  statement  which 
was  furnished  me? 

Mr.  Morrison:  The  statement,  I  believe,  points  out  that  the  commit- 
tee is  interested  in  ascertaining  in  effect  the  elements  which  will  in- 
fluence a  person  to  enter  or  leave  the  teaching  profession  in  numerous 
areas. 

One  of  the  elements  which  has  been  brought  up  as  possibly  mitigating 
against  the  decision  to  become  a  teacher  is  the  burden  of  the  loyalty 
oath  and  its  requirements  that  all  list  the  organizations  to  which  they 
belong. 

The  witness  here  has  testified  that  generally  this  may  be  a  deterrent 
factor.  When  the  committee  is  called  upon  in  Sacramento  to  consider 
what  proposals  to  make  and  to  defend  their  proposals  on  the  floor  of 
the  Senate  they  will  have  to  be  prepared  to  justify  their  position  and 
if  the  position  is  based  upon  testimony  of  a  witness  that  this  deters 
teachers,  the  question  may  well  be  raised  as  to  whether  this  person  has 
a  personal  bias  because  of  his  organizational  activities. 

Mr.  Rudman :  I  see,  thank  you. 

I  require  this  sort  of  statement  in  order  to  counsel  the  witness  as  to 
his  answer  to  the  pending  question. 

(Whereupon  counsel  confers  with  the  witness.) 

Witness :  Excuse  me  a  moment,  please. 

(Whereupon  the  witness  confers  with  counsel.) 

Witness :  Senator,  I  presume  you  are  Senator  Dilworth ;  is  that  cor- 
rect ? 

Senator  Dilworth :  Yes. 

Witness:  I  wasn't  sure.  I  would  like  to  address  the  committee  as  a 
whole.  First,  I  avouIcI  like  to  just  make  m.yself  clear  here. 

As  T  have  indicated,  I  have  taken  the  loyalty  oath  and  I  have  fully 
complied  with  the  loyalty  requirements  as  I  understand  them,  that 
were  made  of  me  when  I  obtained  my  job  with  the  Board  of  Education. 

However,  at  the  time  and  during  my  youth,  et  cetera,  as  to  any 
activities  or  political  affiliations  and  relevancy  I  would  like  to  say  first, 
I  am  not  convinced,  I  do  not  understand  in  what  way  any  such  possible 
activity  could  be  relevant  to  either  the  scope  of  the  committee  in  terms 
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of  its  deliberations  or  the  question  of  does  the  loyalty  program  cur- 
rently prevent  teachers  from  either  entering  the  profession  or  leaving 
the  profession.  I  am  not  clear  on  that  and  furtliermore,  I  believe  that 
it  is  my  responsibility  as  any  American  citizen  to  uphold  our  Constitu- 
tion. Even  here  I  have  a  responsibility  to  the  Constitution  that  in  where 
I  believe  my  rights  are  being  invaded  that  I  should  not  go  along  Avith 
such  an  invasion  and  in  this  case  I  must  honestly  and  with  all  due 
deference  to  the  committee  say  that  I  believe  that  such  a  question  does 
infringe  on  my  freedom  of  speech  under  the  First  Amendment,  and 
further,  the  question  of  a  possible  self-incrimination  under  the  Fifth 
Amendment.  I  am  not  too  sure  of  what  all  these  laws  are,  but  I  under- 
stand there  is  a  question  of  a  witness  such  as  myself  incriminating 
himself. 

Now,  therefore,  I  nuist  say  that  on  these  grounds  that  I  have  men- 
tioned I  would  like  to  decline  to  answer  that  last  question. 

(Whereupon  the  witness  confers  with  his  counsel.) 

Witness:  I  am  informed  by  counsel  that  I  must  also  state  that  there 
is  a  Fourteenth  Amendment  which  provides  the  guarantees  by  the 
Federal  Government  and  I  must  guarantee  my  privilege  b}'  mentioning 
the  Fourteenth  Amendment. 

Question :  Thi.s  committee  has  always  respected  the  claims  of  the 
constitutional  rights  by  the  witnesses. 

I  have  in  my  hand  a  copy  of  the  Southern  Calif ornia  Summer  News 
of  August  18,  1949,  and  in  that  issue  is  a  report  of  a  meeting  of  the 
Labor  Youth  League  stating  that  you  were  a  director.  The  story  quotes 
you  saying,  "We  can  gain  experience  from  the  struggles  of  the  Com- 
munist Party,  but  we  have  no  organizational  connection  with  it.  Our 
only  connection  is  an  ideological  one.  The  Communist  Party  issues  no 
policies  to  us  and,  in  fact,  insists  on  the  independence  of  the  Labor 
Youth  League." 

Is  that  an  accurate  quote? 

Witness:  One  moment,  please. 

Question :  Certaiidy.  (Whereupon  the  witness  confers  with  his 
counsel.) 

Witness:  Again  I  feel  that  I  am  forced  to  have  to  invoke  the  same 
grounds  that  I  just  stated  in  declining  to  answer  the  last  question. 

Question :  How  Avould  the  Communist  Party  insist  on  the  independ- 
ence of  the  Labor  Youth  League  unless  it  had  the  power  to  determine 
the  policies  of  the  League? 

Witness:  Sir,  this  is  a  question — may  I  talk  with  my  counsel  for  a 
moment,  please? 

Question :  Certainly.  (Whereupon  the  witness  confers  with  his 
counsel.) 

Witness:  Senator,  I  would  like  to  say  first  of  all  that  honestly,  I  am 
not  qualified  to  answer  that  question,  and  in  addition,  I  must  say  that 
I  feel  it  is  also  an  infringement  on  my  constitutional  guarantees  on  the 
grounds  that  I  have  already  mentioned. 

Question :  You  are  quoted  as  saying  that  there  is  an  ideological  con- 
nection between  the  Communist  Party  and  the  Labor  Youth  League. 

Did  this  connection  include  the  Connuunist  principle  that  violence 
will  be  necessary  before  the  workers  can  seize  power? 


INVESTIGATING   COMMITTEE  REPORT  ON  EDUCATION  41 

Witness :  Again,  as  far  as  the  specific  question  goes,  I  must  say  that 
on  the  same  grounds  that  I  have  already  mentioned  I  don't  feel  quali- 
fied to  answer  and  I  feel  that  witliin  my  riglits  1  nuist  decline  to  answer. 

However,  I  woidd  like  to  make  ]ierfectly  clear  that  I  am  and  have 
always  been  opposed  to  violence  of  any  kind.  I  am  a  strict  adherent  of 
the  democratic  way  and  due  process. 

Question:  The  same  story  quotes  you  as  saying,  ''The  best  example 
of  this  growth,  the  growth  of  connnunism,  is  China,  where  the  masses 
have  achieved  a  final  defeat  over  the  bourgeois  elements  which  have 
maintained  the  peasant  in  bondage." 

Is  this  an  examijle  of  the  ideological  connection  between  the  Com- 
munist Party  and  the  Labor  Youth  League  ? 

Witness :  Again,  Senator,  I  would  like  to  invoke  the  same  grounds  on 
the  basis  of  either  the  pertinency  in  terms  of  these  legislative  purposes 
of  the  committee,  and  also  on  the  basis  that  I  believe  the  question  does 
infringe  on  my  rights. 

I  would  like  to  ask  if  maybe  it  would  be  made  clear  to  me  what  the 
relevance  is  of  that  question.  (Whereupon  the  witness  confers  with  his 
counsel. ) 

Question:  The  general  relevance  was  made  clear  in  the  statement 
that  Counsel  previously  gave  to  you. 

The  same  story  quotes  you  as  saying,  "The  Mundt-Ferguson  Bill 
which  would  force  groups  to  register  with  the  Attorney  General, 
amounts  to  outlawing  the  Communist  Party  and  that  outlawing  the 
party  would  be  the  first  step  toward  Fascism." 

Do  you  care  to  state  whether  that  is  an  accurate  quotation  or  not? 

Witness :  Sir,  again,  on  the  same  grounds  I  would  like  to  decline  to 
answer.  I  really  want  to  answer  all  questions  and  I  want  to  be  frank  and 
as  co-operative  as  possible  with  the  committee  on  all  questions  that  I 
feel  are  related  to  the  pertinency  of  the  committee  that  do  not  infringe 
on  my  personal  rights  under  the  Constitution. 

Question:  Have  you  ever  attended  public  or  secret  meetings  of  the 
Communist  Party  ? 

Witness:  Again,  I  would  have  to  invoke  the  grounds  that  I  have  al- 
ready stated,  sir. 

Question :  You  attended,  did  you  not,  such  a  meeting  on  September 
9,  1949,  in  the  Embassy  Auditorium  in  Los  Angeles? 

AVitness :  May  I  consult  with  counsel  ? 

Question:  Certainly.  (Whereupon  the  witness  confers  with  his 
counsel.) 

Witness :  Sir,  I  would  like  to  state  first  that  I  have  comi^lied  with  the 
loyalty  oath  requirements  that  were  required  of  me  by  my  present  em- 
ployer. I  have  complied  with  them  in  all  honesty  and  good  faith,  in 
other  words,  I  have  stated  that  I  was  not  a  member  of  the  Connnunisl 
Party  at  the  time  that  I  signed  the  oath.  I  have  certainly  not  been  a 
member  of  the  Communist  Party  since  I  signed  the  oath.  1  have  never 
been  a  member  of  any  organization  that  advocates  the  overthrow  of  tlie 
government  by  force  and  violence  nor  would  I  consider  joining  such  an 
organization. 

On  the  grounds  that  I  have  stated,  I  simply  feel  that  to  answer 
would  be  to  infringe  on  my  rights  under  the  Constitution. 
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Question :  Have  you  ever  made  a  study  of  the  objects,  purposes  and 
discipline  of  the  Communist  Party? 

Witness:  Sir,  I  feel  that  this  question  is  in  line  ^itli  the  others  tliat 
have  been  asked  me  and  that  they  do  pry  into  personal  political  con- 
victions of  the  past  and  that  they,  therefore,  constitute  an  infringement 
on  my  rights  under  the  First  and  Fifth  Amendments. 

Question :  Did  you  list  mcmltership  in  tlio  Labor  Youtli  League  when 
you  subscribed  to  the  constitutional  loyalty  oath? 

Mr.  Rudman :  May  I  have  that  again,  please? 

Senator  Dilworth :  Did  you  list  membership  in  the  Labor  Youth 
League  when  you  subscribed  to  the  constitutional  loyalty  oath? 

"Witness :  Do  you  refer  to  the  loyalty  oath  which  was  required  of  me 
by  the  Board  of  Education  when  I  became  a  teacher? 

Question :  Yes. 

Witness :  Yes.  First,  as  I  remember  tlie  oath,  I  think  there  were 
several  that  I  signed.  One  was  that  I  have  never  been  a  member  of  an 
organization  that  advocates  the  overthrow  of  the  government,  and  the 
other  was  that  I  was  not  at  that  time  a  member  of  the  Communist 
Party. 

I  believe  it  also  stated  that  I  would  not  become  a  member  of  the  Com- 
munist Party  or  any  organization  which  advocates  the  overthrow  of  the 
government  during  my  employment  by  the  Board  of  Education  as  a 
teacher. 

This  was  the  extent  of  the  oatli  and  this  was  what  I  signed. 

Mr.  Morrison :  The  oath  which  you  took  is  prescribed  in  detail  in  the 
Constitution  of  the  State  of  California,  there  is  no  deviation  from  the 
oath.  It  is  in  Article  XX,  Section  3.  The  oath  contains  the  following 
statement : 

"I  further  affirm  that  I  have  not  been  a  member  of  anj^  party  or 
organization,  political  or  otherwise,  that  advocated  the  overthrow  of 
the  Government  of  the  United  States  or  the  State  of  California  by  force 
or  violence  or  other  unlawful  means  except  as  follows:"  And  here  is  a 
space  provided  to  list  the  names  of  organizations  to  which  you  belonged 
within  the  past  five  years  which  would  fit  that  description. 

Now,  the  Senator's  question  is  whether  in  that  space  you  listed  the 
name  of  the  organization  he  mentioned. 

Witness :  I  am  sorry  if  I  misunderstood  the  question. 

No.  I  did  not  list  any  organization  because  I  never  would  consider 
being  a  member  of  any  organization  which  advocated  the  overthrow  of 
the  government  by  force  and  violence. 

Question :  By  Senator  Dilworth :  Do  you  know  that  on  February 
15,  1955,  a  subversive  activity  control  board  of  the  LTnited  States  Gov- 
ernment ruled  that  the  Labor  Youth  League  is  a  Comnuinist  front 
organization  which  seeks  to  bring  about  complete  accord  Avith  Kussian 
policies? 
(Whereupon  the  witness  confers  with  counsel.) 

Witness:  I  don't  believe  that  I  am  familiar  with  that  particular 
ruling.  It's  quite — There  are  so  many  different  loyalty  oaths  and  re- 
quirements it  tends  to  become  quite  complicated  and  I  don't  have  any 
such  specific  knowledge.  Senator. 

Senator  Dihvortli :  I  would  like  to  ask  a'ou  a  few  general  questions 
about  education. 
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Do  you  believe  that  the  size  of  tlic  classes  which  the  teacher  has  to 
work  with  in  school  prevents  the  toaclier  from  doing  an  adequate  job 
of  teaching"? 

Witness:  Yes,  I  do.  I  believe,  particularly  in  teaching  foreign 
languages,  that  classes  of  35  or  40  students  are  much  too  large. 

Question :  Would  your  answer  be  equally  true  with  respect  to  mathe- 
matics and  science  ? 

Witness:  While  I  have  never  taught  those  subjects,  the  limited  dis- 
cussion tliat  I  have  had  with  other  teachers  indicates  that  there  is  this 
feeling,  that  universal  feeling,  tliat  the  large  size  of  the  classes  is  a 
problem  in  teaching. 

Question :  How  many  classes  do  you  teach  a  day  ? 

Witness :  I  teach  five  classes  throughout  the  period  of  a  day. 

Question :  Approximately  how  many  are  there  in  the  five  classes  as  a 
total ? 

Witness :  As  a  total  ?  I  would  say  about  150. 

Question:  About  150? 

Witness:  Yes. 

Question:  Do  you  have  guides  and  instructions  on  teaching  methods? 

Witness :  Yes.  We  have  provided  us  numerous  guides. 

Question :  Are  they  helpful  ? 

Witness :  Yes,  sir,  they  are. 

Question:  Do  you  use  the  Teachers'  Guide  put  out  by  the  State  De- 
partment of  Education? 

Witness :  Yes.  I  have  seen  the  guide  and  I  have  referred  to  it. 

Question  :  Is  it  helpful  ? 

Witness :  Yes,  sir. 

Question :  The  commission  that  sifted  the  reports  on  the  conduct  of 
American  soldiers  in  Cliinese  prisoner  of  war  camps  report  that  a 
third  of  the  American  prisoners  accepted  some  of  the  Communist  indoc- 
trination. This  is  the  first  time  in  our  history  that  our  young  men  have 
failed  to  be  loyal  to  our  ideology  that  each  man  has  a  duty  to  help  his 
fellow  soldier  during  captivity.  In  the  light  of  that  very  disturbing 
situation,  do  you  feel  that  schools  emphasize  patriotism  as  much  now  as 
when  you  were  a  student  ? 

AVitness :  Yes,  sir,  I  do. 

I  believe  the  schools  do  emphasize  patriotism  as  much  today,  at  least 
as  when  I  was  a  student. 

Question:  Are  the  textbooks  presently  in  use  in  presenting  the  idea 
of  patriotism  and  duty  to  country  different  than  the  books  which  were 
used  when  you  were  a  student  ? 

Witness :  Senator,  the  particular  subject  that  I  teach  is,  as  you  know, 
a  language,  and  I  must  honestly  state  that  I  am  not  too  familiar  with 
all  the  books  in  the  various  subjects,  and,  therefore,  I  would  not  be 
able  to  state  with  any  certainty.  (Whereupon  the  witness  confers  with 
counsel.) 

Senator  Dilworth :  Does  the  subject  of  the  Declaration  of  Independ- 
ence come  up  in  your  classes  ? 

Witness :  I  am  sorr}^,  I  did  not  hear  your  question. 

Question :  Does  the  Declaration  of  Independence  come  up  for  discus- 
sion in  your  classes  ? 
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Witness :  Yes,  sir,  it  does.  As  a  matter  of  fact,  in  the  English  course 
which  I  teach  wc  do  have  one  book  whiL-h  is  based  on  the  life  of  Thomas 
Jefferson,  and,  of  course,  the  Declaration  of  Independence  is  one  of  the 
most  important  documents  in  that  connection. 

Question:  Do  you  find  in  the  school  textbooks  any  propaganda  of  a 
nature  that  you  think  is  improper? 

Witness:  No,  sir.  All  the  books  that  I  liave  seen  or  read  I  have  not 
seen  any  particular  propa<,'anda  angle. 

Question:  Have  you  had  an  opj)ortunity  to  formulate  any  judgment 
in  regard  to  the  teacliing  of  UNESCO  in  the  public  schools? 

Witness:  Again,  I  understand  there  has  been  considerable  contro- 
versy over  this.  It  has  not  come  up  as  an  issue  and  I  am  not  too 
familiar  with  this  problem  as  such.  I  do  not  believe  I  can  make  any 
contribution. 

Senator  Dihvorth  :  Thank  you  very  much,  Mr.  Curland. 

These  hearings  were  held  in  executive  session  as  they  dealt  with  per- 
sonnel matters. 

Mr.  Curland 's  testimony  and,  on  the  advice  of  his  counsel,  refusal  to 
answer  questions,  raise  such  serious  considerations,  that  the  Committee 
has  decided  to  report  the  matter  to  the  Legislature. 

The  article  in  the  Southern  California  Summer  News  of  August  18, 
19-19,  included  the  following: 

"CURLAND   SAYS   LABOR   YOUTH   LEAGUE   PLANS   SC   CHAPTER" 

"By  Dan  Bapott  and  Lou  .Miller 

"As  publicized  in  leaflets  passed  around  campus  during  the  past  several  days, 
David  J.  Curland,  student  director  of  the  I^ahor  Youth  League,  yesterday  dur- 
ing the  noon  hour  held  forth  before  a  small  cluster  of  students  in  Exposition 
I'ark. 

"The  LYL,  according  to  Curlaud,  is  forming  chapters  at  SC,  UCLA,  and  City 
College.  Yesterday's  meeting  was  the  first  of  any  of  the  groups. 

"Marxist  Principles" 

"Aflirming  as  its  goal  the  'education  of  youth  in  the  spirit  and  principles  of 
^farxism,'  the  organization,  which  was  conceived  three  months  ago  in  Chicago 
at  a  meeting  of  'prominent  youth  leaders,'  is  not  a  political  association,  Cur- 
land explained. 

"One  member  of  the  audience,  responding  to  the  suggestion  that  Ihe  meeting 
beconu)  a  bull-session,  aski'd  about  the  identity  of  Ihe  leaders,  ("inland  men- 
tioned, as  one,  Phil  Bock,  head  of  the  youth  section  of  the  Communist  Party. 
Then,  fidlowing  the  lead,  he  volunteered  an  explanation  of  the  LYL's  tie-up 
with  the  party. 

"No  Ked  Connection" 

"We  feel,"  he  said,  "that  we  can  gain  experience  from  the  struggles  of  the 
Communist  Party,  but  we  have  no  organizational  connection  with  it.  Our  only 
connection  is  an  ideological  one.  The  Communist  Party  issues  no  policy  to  us 
and,  in  fact,  insists  on  the  indeitendenec  of  the  I^aiwr  Youth  League. 

"At  that  point  a  lone  photographer  sneaked  up  on  the  meeting  and  popi)e(l 
his  flashbuli),  but  dn-w  nu  comment  fr(tm  the  assembU'd  multitude. 

"After  going  to  great  lengths  explaining  he  was  not  a  heckler,  the  (luestioner 
asked  how  .Marxist  scientific  sneialisni  dilTers  from  the  Norman  Thomas  brand. 

"Masses  Antagonistic" 

"One  is  socialism;  the  otiter  is  not,"  Curland  answered.  "When  the  masses 
liecome  antagonistic  toward  capitalism,  the  capitalists  establish  'leftist'  parties 
wliich  actually  divert  the  workers  from  their  real  struggle.  Norman  Thomas 
fills  the  air  with  leftist  statements,  but  he  is  a  vicious,  anti-Soviet  Kedbailer. 

"Marxism  has  grown,"'  the  spe.-iker  went  on,  "despite  the  warnings  of  capi- 
talist leaders  in  all  cmintries,  despite  their  efforts  to  distort  its  contents,  :iud 
despite  their  denunciations  of  Marxists  through  radio  and  newspapers. 
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"China  Defeat" 

'"I'Ih-  I)cm(  ('xniiipli*  of  tlilM  growth  Ih  (Jliinii,"  liP  Hiiid,  "wliens  the  iiiiimmi'h  hnvft 
licliifVfd  II  liiiiil  (li'Tciit  over  tlir  lioiirKi'oiN  i-Ii>iiii-iiIh  wliicli  liiivi-  iniiiiiliiiiiol  tin- 
IiimimiiiiIh  ill  lioiiiliiKi'-"  Tint  ruling  cIiihh  in  (lit!  I'liili-d  Sliilt-H  In  ('oiiiliii-liiii;  a 
(•iiiii|»iii>,'ii   lo  mU  (lie  ('liim'Hfr  victory  of  ilH  prfsli^r,  lie  iiddcd. 

"MiirxiHtii  In  a  Hcii'iiiv,  not  n  doKina,  and  Iuih  k>v<>ii  lint  worliiiiK  rliiHH  n 
llii-ory    to  ({tiidi:    itH   Hi rii^'Kli-."    Ii<t   Haid. 

"Army  Interrupti" 

"Tlif  Niitiuhiil  (Iiinrd  miicccc<IimI  w  lim-  liir  plioloKi'iiplK-r  liiid  iiol.  A  iniMliuiii 
liiiik  from  llir  pnrii  iiriiiory,  niiiildiiiK  down  KxiioHilioti  ISoiilcvitrd,  iiili-rnipti-d 
coiiviiMiilioii  liiiiporiirily,  rcMiilliiiK  in  licry  ri'iniirivM  from  Mi-virriii  nicmliurH  of 
till'   aiidiini'O. 

"Tiir  iMiiiidl  li'dKiiHOM  liill,  now  ipi-forc  (!onKri'MH,  next  dri'w  (!iirlaiid'H  in-. 
Till'  liill  would  forci'  all  ^roiipH  wliirli,  in  IIh>  opinion  of  (ju;  Atlonii-y  (ii-iifriil, 
iin-  Hiihvi'rMivi!  in  characli^r  miinlii-rHliip  cli.stM  (hIi!)  roKixti-ri-d  wilii  llm  l>i'part- 
mriil   of  .IiiHlicc. 

"The  Blacklist" 

'"riiin  anioiiiilH  lo  onlliiwiiiK  Hk'  ('oiiimiiniMi  ri»rl,\,"  Ciirland  Miiid.  ".McmlM-rM 
would  1)1-  hlackllHlcd,  di-nii-d  cmploynicnf,  and  porHi-niU'd  in  MJmiliir  wayM."  IIii 
Haid  lliiil.  oiillauiiiK'  llii-  parly  would  Itf  lliii  lirnt  Hli'p  Inward  FaNciHm.  <!api- 
laliHlM,  iirroriliii;;  lo  ('iirliiiid,  waiil.  lo  oullaw  Ibc  parly  Iicchuhi-  il  in  llic  Iradi-r 
in   III)-  TikIiI   ii({aiiinl.  rapilaliHi.ii-  alitiMi-H  of   Ilii;   worki^r. 

"A  nii'iiilii-r  of  Mm-  tiiidicnri!  Ilim  lociili/i-il  Ilir  diMCtiMHion.  ('oiniiii-nl  iiiK'  on  llio 
riTfiilly  foruii'd  <!ommill.i'('  lo  Recall  Mayor  Howron,  he  Haid  lliat  thi;  ^foup 
waM  orK(ini'/.cd  liy  Imcki-rM  of  (Jily  IOiiKinc<T  fJoyd  Aldrirli,  riiiincr-iip  in  tin- 
laML  LoH  AiiKi'liH  niayorally  idci-lion.  Ili-fi-rriiiK  lo  Aldrioli,  llirs  Hpi'aki;r  Haid  lliaf. 
"hy  no  Hiri-lrli  of  tin-  iiniixinalioii  ciiii  in-  l>c  i-oiiHidiircd  a  iilii-ral. 

"Anoliicr  liMU-m-r  liroii^lit  tlu;  [lolifc  di-parlininl:  inio  Mir  off.  Hi-  romphiiiu-d 
that  lie  lind  lici-n  <|ui'Hlioiiod  liy  poliri-nnn  IumI  wci-k  whilo  pamdni?  out  IfallilH 
orlvcrtiHinK    tin-    IjYL   powwow. 

"A  ni'W  Hpfiiki-r  pondered  on  the  miiitiir  iittcnduiwi!  at  tin;  lui-etinj,'.  Jli-  whm 
fuiMWirfil  by  (iiiolli<r  Mixclalor  wlio  opined  tliut  "|)i"opl(;  an;  afraid  lo  attend 
anylliiiiK  hinaekiii)^  of  Ited   front  activity. " 

"Well,"  Huid  (jiirland,  "w<;  didn't  fcxpoft  liundredH  of  people." 

SYLVIA   SALTZMAN   SIMS 

Sylvia  Saltzman  Sima  having  been  first  duly  sworn,  testified  as 
folio  wa: 

SiMiator  Dilvvoilli :    Will  yoit  [AcjiHa  Htal.r  your  name'/ 

WifritiHH:  Sylvia  Siin.s. 

Question  :   What,  i.s  your  address  if 

Witness:  2M41  Avenid  Htreet. 

Qij(;sf,ion  :    Wli.il,  is  your  oceupation  '/ 

Wil.ncss:   Scliooi  t.ca<;hcr. 

Qiicslion  :    VVIiiTe  arc  you  t«!aeliin^  scliool '/ 

Mr.  SiiiiMions:  S(;nator,  may  I  ask  aqin-Ml-ion  first? 

Hcnator  I)ilworth:  Certainly. 

Mr,  .Simmons:  Number  one,  1  would  like  the  record  io  rcllccL  lliaL  1 
;ini  a[)|)('arin>^  as  counsel  for  Mrs,  Hims  and  my  name  is  ilcrhert  Sim- 
mons of  IIm^  law  firm  of  Simmons  and  Simmons. 

1  would  like  to  in«|uire,  Senafor — i  know  y<jur  name  as  1  l.alki*d  lo 
you  yesterday,  Init,  I  would  like  to  '/f\  I  In-  names  (A'  l.lie  otiii-r  nifmljcrH 
of  the  committee  if  I  could. 

Senator  Dilworth:  Thin  is  Senator  liohert  Monti^ornery  of  llanford, 
;uid  the  ^(entleman  on  the  other  end  is  Senator  Williams  of  I'orterville. 
Vou  met  Mr,  Mr)rri.son,  tin;  Jjcj^islative  (Jounsel. 

Mr.  Siirimon.s:  Tliank  yrni  \/i:vy  much,  sir. 
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Senator  Dihvorth:  What  subjects  are  you  teacliing? 

Witness:  Excuse  me.  (Whereupon  the  witness  confers  with  counsel.) 

Witness :  I  am  a  business  teacher  operating  unrler  a  special  secondary- 
credential  and  also  a  secondary  credential. 

Question :  What  academic  degrees  do  you  hold  ? 

Witness:  Bachelor  of  education. 

Question:  What  college  or  university  did  you  attend,  as  far  as  your 
undergraduate  work? 

Witness :  The  University  of  California  at  Los  Angeles. 

Question  :  Have  you  taken  any  graduate  work? 

Witness:  Yes. 

Question :  Where  ? 

Witness:  The  University  of  Southern  California  and  Los  Angeles 
State  College. 

Question:  Do  you  have  a  master's  degree  as  yet? 

Witness :  No.  I  am  in  the  process  of  thinking  about  obtaining  one. 

Question:  What  subjects  did  you  major  in  j-our  college  work? 

Witness :  Business  administration  and  economics.  Education  was  my 
minor. 

Question :  From  what  high  school  were  you  graduated  ? 

Witness:  Hollywood  High  School,  Los  Angeles,  California. 

Question :  Do  you  recall  what  mathematics  or  science  courses  you 
completed  in  high  school? 

Witness :  I  would  presume  I  completed  the  usual  college  required 
courses,  algebra  and  geometry  1  and  2. 

Question :  What  factors  do  you  consider  other  than  salary  that  are 
most  important  in  formulating  a  program  which  will  attract  persons 
competent  in  mathematics  and  in  the  physical  sciences  to  the  teaching 
profession  ? 

Witness:  Excuse  me.  (Whereupon  the  witness  confers  with  counsel.) 

Witness :    Would  you  repeat  your  question,  please  ? 

Senator  Dilworth :  What  factors  other  than  salary  do  you  consider 
important  in  formulating  a  program  which  will  attract  persons  com- 
petent in  mathematics  and  in  the  physical  sciences  to  the  teaching 
profession?  (Whereupon  the  witness  confers  with  counsel.) 

Witness:  It  is  my  feeling  that  many  teachers  join  the  teaching  pro- 
fession possibly  for  the  same  reasons  that  I  did,  desire  to  serve  human- 
ity and  to  help  better  prepare  our  citizens  to  live  a  fuller  and  freer 
life.  I  feel  that  many  teachers  go  into  teaching  for  those  reasons. 

Question:  How  long  have  you  taught? 

Witness :  Do  j^ou  mean  actual  years  taught  or  do  you  mean  when  I 
started  in  on  my  teaching?  I  mean,  I  have  taken  time  out. 

Question :  Answer  the  question  any  way  that  it  is  convenient  to  you 
to  give  us  a  fair  approximation. 

Witness:  I  would  say  about  15  years. 

Question :  What  factors  did  you  consider  before  making  up  your 
mind  to  be  a  teacher? 

Witness:  I  feel  that  I  Avent  into  teaching  with  the  skills  of  going 
into  a  profession  other  than  teaching  because  of  the  sincere  belief  in 
society  and  of  my  country  and  I  felt  that  this  was  the  place  where  I 
could  most  effectively  serve  society  and  the  United  States. 
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Question:  Would  you  make  the  same  decision  on  the  same  basis  or 
would  your  experiences  as  a  teacher  change  your  mind?  (Whereupon 
the  witness  confers  with  counsel.) 

Witness:  Well,  I  don't  know.  It  is  my  feeling  that  many  teachers 
or  potential  teachers  today  feel  that  there  is  a  lack  of  academic  free- 
dom, a  feeling  of  intimidation.  The  free  exchange  of  ideas  is  not  there. 
Classroom  control  is  necessary  always  to  establish  rapport  and  get  the 
optimum  from  your  students.  Under  a  feeling  of  insecurity,  because  of 
intimidation  and  lack  of  academic  freedom,  it  is  impossible  to  achieve 
many  of  these  ends  and  I  feel  that  the  young  teacher  who  is  just  start- 
ing out  may  be  deterred  from  going  into  it. 

Question :  Do  you  feel  that  the  policy  of  the  Legislature  in  giving  a 
large  measure  of  control  over  to  the  school  system  is  a  wise  policy? 
(Whereupon  witness  confers  Avith  counsel.) 

Witness:  I  feel  that  the  local  authorities  know  the  situation  in  the 
local  school  system  and  I  feel  that  that  is  not  a  misplaced  authority. 

Question:  Can  you  tell  us  approximately  what  your  present  sal- 
ary is? 

Witness :  To  be  very  frank  with  you,  I  couldn  't.  I  get  paid  tomorrow. 
I  know  what  my  net  is,  but  I  don't  know  what  my  gross  is. 

Question :  How  does  it  compare  with  your  gross  salary  of  a  year  ago  ? 
Can  you  give  us  an  approximation  of  any  change  in  the  last  year  ? 

You  see,  members  of  this  committee  had  the  responsibility  as  a  sub- 
committee to  formulate  the  financial  bill  for  schools  this  last  1957 
Session  and  we  would  like  to  know  how  much  of  it  has  gotten  down 
to  the  classroom  teacher. 

Witness:  I  believe  that  it  is  in  the  vicinity  of  700  and  something 
gross,  in  the  low  $700  gross. 

Question :  A  month  ? 

Witness :  Approximately  $7,000  a  year. 

Question :  What  is  the  change  in  the  last  year,  do  you  recall  1 

Witness:  I  would  say  about,  oh,  anyv>'here  from  $25  to  $50  a  month 
difference,  plus  probably  a  split  in  between  there.  I  believe  the  gross 
raise  was  $300,  but  not  much  more. 

Question:  Could  you  give  us  an  approximate  change  in  the  last  five 
years  since  the  constitutional  amendment  of  1952? 

Witness:  I  haven't  kept  strict  tabs  on  it.  However,  I  do  know  that 
there  have  been  several  increases  in  salary  but  to  what  proportions 
I  am  unable  to  say. 

Question:  Do  you  consider  your  present  salary  a  fair  compensation 
for  your  work? 

Witness:  I  had  never  given  that  too  much  thought.  I  still  have  a 
desire  to  serve  the  up-and-coming  generation  and  I  never  considered 
whether  or  not  my  salary  was  adequate.  I  know  that  there  are  two 
people  in  our  household  working  in  order  to  make  ends  meet. 

Question:  Are  you  informed  as  to  your  rights  and  benefits  under 
the  retirement  law  f 

Witness :  Am  I  what  ? 

Question :  Are  you  informed  as  to  your  rights  and  benefits  under  the 
retirement  law  ? 

Witness :  We  have  that  information  available  to  us  and  we  have  fre- 
quent speakers  come  to  explain  all  the  statistical  data  connected  therein. 
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Question :  Do  you  know  of  any  employment  open  to  you  which  would 
offer  comparable  or  better  retirement  benefits? 

"Witness:  I  haye  never  investioatod  tliat  situation  so  I  wouldn't  be 
able  to  answer  that.  I  don't  know  whether  tliere  are  or  not. 

Question :  The  Legislature  from  time  to  time  has  brought  its  atten- 
tion to  the  question  of  whether  the  promotion  ot  teachers  to  higher 
salaries  should  be  based  on  superior  teaching  or  whether  it  should  be 
based,  as  it  is  generally  done  at  present,  on  seniority  and  on  summer 
courses. 

Have  j'^ou  any  recommendations  as  to  whether  they  should  attempt 
to  evaluate  the  qualification  of  the  tear-her  for  salary  purposes?  (Where- 
upon the  witness  confers  with  counsel.) 

Wifjiess:  I  find  arguments  that  Avould  be  valid  on  both  sides.  I  feel 
a  person  should  be  recognized  for  the  service  lie  has  given.  If  he  has 
given  good  service  he  has  retained  his  job.  If  he  has  not  given  good 
service  satisfactory  to  his  employers,  he  would  not  keep  the  job. 

Many  teachers  work  many  hours  over  the  stated  hours  in  order  to 
give  a  better  education.  Possibly  there  are  reasons  for  giving  them 
extra  remuneration  if  they  take  on  some  added  responsibilities,  but  I 
feel  that  a  person  who  attempts  to  keep  abreast  of  the  times  by  constant 
education  and  attempts  to  do  the  best  he  can  under  his  training  and 
under  the  conditions  in  which  he  operates,  that  that  should  be  con- 
sidered too. 

Question:  Are  you  well  satisfied  with  the  present  teacher  tenure 
laws,  the  security  of  your  employment? 

"Witness :  I  must  plead  ignorance  because  I  don 't  know  too  much 
about  the  teacher  tenure  law  except  that  I  have  tenure  and  that  my 
tenure  could  be  a  bridge  or  a  gap  against  taking  away  my  job,  but  I 
am  not  familiar  with  the  manner  in  which  it  can  be  done. 

Question:  Are  there  conditions  other  than  salary  that  can  influence 
people  or  prevent  them  from  becoming  teachers?  (Whereupon  the 
witness  confers  with  counsel.) 

Witness :  I  feel  that  anyone  who  is  an  accredited  teacher  is  a  learned 
person  and  they  are  people  Avho  are  dedicated  to  the  preservation  of 
our  way  of  life  as  set  down  by  the  Constitution  of  the  United  States, 
the  Legislature  which  governs  and  makes  our  laws  and  the  laws  are 
interpreted  by  the  Supreme  Court.  These  people,  because  of  their 
education,  could  possibly  and  possibly  do  find  other  fields  of  endeavor 
and  they  somi^times  are  loath  to  enter  the  teaching  profession  be- 
cause of  a  lack  of  academic  freedom,  fear  of  intimidation,  a  negative 
manner.  They  prefer  to  work  in  a  situation  where  they  are  not  closed 
in  an  atmosphere  of  fear  and  suspicion. 

Question:  Are  your  textbooks  that  you  have  to  work  with  satisfac- 
tory? 

Witness:  For  me? 

Question :  Yes. 

Witness:  Yes,  I  teach  skilled  subjects  and  I  have  fine  typing  books 
and  shorthaiul  books. 

Question:  Are  t<nichers  unnecessarily  restricted  in  their  political 
activities? 

Witness:  Excuse  me.  (Whereupon  the  witness  confers  with  counsel.) 

Witness:  Would  you  repeat  j'our  last  question? 
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Senator  Dilwortli :  Are  teachers  unnecessarily  restricted  in  their 
political  activities?  (Whereupon  the  witness  confers  with  counsel.) 

Witness :  I  believe  that  this  particular  question  is  an  invasion  of 
rights  to  not  divulge  what  political  parly  you  believe  in  or  what  politi- 
cal party  anybody  believes  in,  and  it  is  an  area  in  which  T  feel  I  do 
not  wish  to  discuss. 

Question :  Have  you  ever  been  asked  for  a  political  contribution  by 
teachers  organizations'?  (Whereupon  the  witness  confers  with  counsel.) 

Witness:  Excuse  me  just  a  moment.  (Whereupon  the  witness  con- 
fers with  counsel.) 

Witness :  I  would  rather  not  discuss  my  political  beliefs  or  ques- 
tions relating  to  it. 

Senator  Dilworth :  I  hardly  see  how  it  is  a  political  belief  to  be  asked 
whether  you  have  been  requested  to  make  a  political  contribution  be- 
cause there  is  nothing  improper  about  making  a  political  contribution 
if  you  don't  do  it  on  school  time  or  on  school  grounds,  but  are  you 
familiar  with  the  recommendations  of  the  Los  Angeles  Grand  Jury  on 
this  subject? 

Witness :  No. 

Question :  You  are  not  ? 

Witness:  No. 

Question :  Do  you  have  assignments  to  afterschool  events,  such  as 
school  games  or  school  dances,  that  are  a  burden  to  you? 

Witness :  I  have  activities  which  I  attend  after  school  to  help  out. 
In  my  particular  instance  I  still  feel  that  if  this  serves  the  child  in 
making  him  a  whole  person,  I  don't  feel  that  it  is  a  burden  to  me  in 
that  respect.  However,  time-wise  and  money-wise  possibly  those  teachers 
who  give  of  themselves  after  school  hours  do  receive  remuneration. 

Question :  From  time  to  time  objections  are  heard  to  the  constitu- 
tional requirement  of  a  loyalty  oath.  I  believe  another  legislative  com- 
mittee recently  had  a  hearing  on  that  subject,  although  nobody  was 
under  oath  in  that  hearing  as  I  am  told. 

Does  this  constitutional  provision  for  a  loyalty  oath  in  your  opinion 
keep  desirable  people  out  of  the  education  profession? 

Witness:  Excuse  me.  (Whereupon  the  witness  confers  with  counsel.) 

Witness :  I  think  this  is  in  an  area  of  personal  and  political  thinking 
and  I  would  rather  not  answer. 

Senator  Dilworth :  When  yon  signed  the  oath  of  allegiance  for  pub- 
lic employees  in  1946,  you  indicated,  with  commendable  frankness, 
that  you  had  been  a  member  of  the  Communist  Party;  is  that  correct? 

Witness :  This  is  also  one  that  I  consider  an  area  of  political  activity 
and  I  would  rather  not  discuss  it. 

Question :  How  long  before  taking  that  oath  in  1946  did  you  resign 
from  the  Communist  Party  or  left  the  membership? 

Witness :  I  prefer  the  answer  to  the  previous  question  to  stand  for 
this  one. 

Question:  Since  1946  have  you  rejoined  the  Communist  Party? 

Witness :  The  same  answer  as  previous. 

Question :  On  what  do  you  base  your  answer  ? 

Witness:  I  feel— excuse  me.  (Whereupon  the  witness  confers  with 
counsel.) 
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"Witness :  This  is  an  area  of  political  activity  which  I  would  not  like 
to  discuss. 

Senator  Dilworth:  Since  1946  have  you  knowingly  attended  any 
meetings  or  taken  part  in  any  activities  of  the  Communist  Party? 

Witness :  Tliis  is  an  area  I  would  prefer  not  to  discuss. 

Question:  "Would  you  give  us  the  basis  for  your  refusal  to  answer? 
Your  own  personal  preference  is  hardly  enough. 

"Witness :  "Well,  would  j^ou  tell  me  under  what  scope  of  authority  this 
particular  question  is  asked  of  me  ? 

Senator  Dilworth :  Mr.  Morrison. 

Mr.  Morrison :  The  opening  statement  which  has  been  furnished  to 
you  and  your  counsel  points  out  tliat  the  committee's  primary  concern 
here  is  with  things  which  might  tend  to  attract  people  or  keep  them  out 
of  the  teaching  profession. 

One  of  the  factors  which  you  yourself  just  mentioned  as  possibly 
keeping  them  out  is  a  lack  of  academic  freedom  and  a  certain  amount 
of  coercion. 

"Witness:  May  I  interrupt  to  say  that  coercion  wasn't  listed. 

Mr.  Morrison :  The  loyalty  oath  itself  then  may  be  one  of  the  ele- 
ments which  keep  a  person  out  of  the  teaching  profession.  I  think  your 
answers  have  indicated  that  this  may  be  so. 

If  the  members  of  this  committee  are  called  upon  on  the  floor  of  the 
Senate  to  explain  why  they  vote  for  or  against  a  measure  which  might 
do  this,  the  testimony  you  are  here  giving  would  be  one  factor,  but  in 
evaluating  that  testimonj^  the  bias  of  the  witnesses  themselves  comes 
into  play. 

"Witness :  To  what  specific  section  in  your  resolution  are  you  refer- 
ring to? 

Mr,  Morrison:  A  copy  of  the  resolution  has  been  furnished  to  you 
and  your  counsel. 

The  broad  authority  of  the  committee  in  the  field  of  education  is 
stated  at  the  start.  AVe  are  speaking  now  of  the  authoritj^  of  the  com- 
mittee rather  than  of  the  purpose  of  this  meeting,  are  we  not  ?  Is  that 
what  you  are  challenging? 

Witness:  Yes. 

]\Ir.  Morrison :  You  are  challenging  the  authority  of  the  committee 
to  undertake  this.  The  committee  resolution  gives  the  committee  author- 
ity to  ascertain,  study  and  analyze  all  facts  relating  to  the  education  of 
the  citizens  of  this  State,  all  facts  relating  to  the  Public  School  System, 
the  training  of  personnel  teaching  in  the  Public  School  System,  all 
facts  relating  to  the  recruitment  of  teachers  which  is  the  area  we  are 
now  in. 

Whether  or  not  something  must  be  done  to  assist  the  school  authori- 
ties in  recruiting  school  personnel  and  to  assist  the  Legislature  in  pass- 
ing laws  Avhich  will  help  this,  if  the  loyalty  oath  is  one  of  the  obstacles 
to  the  recruitment  of  school  teachers  tliat  is  the  concern  of  the  commit- 
tee. It  is  within  that  resolution. 

Mv.  Simmons:  j\Iay  I  make  a  statement? 

Senator  Dilworth :  Surely. 

Mr,  Simmons:  I  would  like  to  call  counsel's  attention  to  the  Swcazy 
case,  which  I  am  quite  sure  he  is  familiar  with,  where  the  Legislature  in 
New  llaiiiiishire  gave  very  broad  scope  to  the  Attorney  General  to  in- 
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quire  into  violations  and  subversive  activities  and  to  subversive  persons 
in  the  State  of  New  Hampshire.  The  Supreme  Court  in  striking  down 
this  type  of  very  broad  delegation  of  authority  said,  and  I  quote : 

' '  The  basic  discretion  of  determining  the  direction  of  the  legisla- 
tive inquiry  has  been  turned  over  to  the  investigating  agency.  The 
Attorney  General  has  been  given  a  sweeping  and  uncertain  man- 
date that  it  is  his  decision  which  picks  out  the  subject  that  will  be 
pursued,  what  witness  will  be  summoned  and  of  the  questions  to  be 
asked. ' ' 

The  Supreme  Court  said  this  simply  could  not  happen,  this  was  un- 
fair and  wrong  and  that  if  the  legislature  wishes  the  body,  the  com- 
mittee or  agency  of  the  state  to  inquire,  that  they  should  outline  the 
purpose  for  which  they  inquire. 

Over  and  above  that,  I  think  we  are  faced  here  with  the  language  in 
the  Watkins  case,  and  all  these  are  recent  Supreme  Court  cases  I  know 
that  all  you  gentlemen  are  familiar  with. 

Senator  Dilworth :  What  was  the  date  of  the  first  case  ? 

Mr.  Simmons:  The  Sweazy  case  was  within  the  past  year  and  the 
Watkins  case,  I  think  it  was — it's  still  the  Sweazy  case  where  they 
asked  as  to  contents  of  affiliations  with  progressive  parties  and  other 
organizations.  They  asked  with  respect  to  the  contents  of  a  particular 
lecture.  I  think  it  is  very  significant  and  I  think  this  is  wherein  the 
scope,  the  committee  is  possibly  exceeding  its  scope  where  the  Supreme 
Court,  through  Mr.  Chief  Justice  Warren,  said,  "We  do  not  now  con- 
ceive any  situation  wherein  the  state  interest  would  justify  infringe- 
ment of  rights  in  these  fields."  He  speaks  in  terms  of  academic  free- 
dom, freedom  of  the  teacher  to  allow  herself  to  be  affiliated  with 
organizations,  and  they  feel  that  the  legislature  does  not  first  have  a 
right  to  legislate  in  this  field  because  it  is  an  area  of  political  and  free 
speech  and  they  do  not  have  the  right  to  inquire  into  this  field  because 
this  is  part  of  lawmaking,  the  inquiry. 

I  respectfully  request  the  committee  that  the  requests  be  not  pur- 
sued because  I  think  this  is  a  direct  inquiry  into  the  political  concep- 
tion of  this  particular  witness.  Whether  it  is  Republican,  Democratic, 
whether  it  is  Fascism,  Communistic,  or  whatever  it  is,  I  think  that  she 
has  a  right  not  to  answer  any  questions  relating  to  this  particular  line. 

Senator  Dilworth:  Would  the  court  reporter  read  the  question  to  us 
again?  (The  pending  question  was  read  by  the  reporter.) 

Mr.  Simmons:  Senator,  if  you  would  permit  me  just  one  other  ex- 
pression, in  the  Sweazy  case  the  court  said,  "Merely  to  summon  a  wit- 
ness and  compel  him  against  his  will  to  disclose  the  nature  of  his  past 
expressions  and  associations  is  a  large  measure  of  governmental  inter- 
ference in  these  matters.  These  are  rights  which  are  safeguarded  by  the 
Bill  of  Rights  and  the  14th  Amendment. ' ' 

We  believe  that  there  unquestionably  was  an  invasion  of  the  party's 
liberties  in  the  area  of  academic  freedom  and  political  expression  in 
areas  in  which  the  committee  should  be  extremely  reticent  to  tread.  I 
think  that  this  falls  right  within  this,  Senator. 

Senator  Dilworth :  Counsel,  I  don 't  agree  with  you,  but  unless  there 
is  no  objection  from  the  committee,  we  will  proceed  with  our  question- 
insr. 


52  INVESTIGATING   COMMITTEE  REPORT  ON  EDUCATION 

Senator  Williams :  No  objections. 

Senator  Montgomery:  No  objections. 

Senator  Dilworth:  Since  1946,  have  you  ever  given  instrnetions  in 
Marxian  theory  on  or  off  the  campus  to  any  high  school  student? 

Mr.  Simmons:  Of  course,  Senator,  if  I  may  be  permitted,  I  think 
this  is  exactly  the  same  thing.  This  is  the  same  thing  that  was  in  the 
Sweazy  case.  This  Sweazy  case  was  a  content  of  a  lecture  by  the  pro- 
fessor at  the  University  of  New  Hampshire  and  the  Supreme  Court 
says,  "You  cannot  question  this  man  about  the  contents  of  his  lecture 
whatever  it  may  be. ' ' 

I  respectfully  submit  and  I  know  all  of  us  have  the  same  respect  for 
the  Constitution  and  the  pronouncement  of  the  Supreme  Court,  and  I 
respectfully  request.  Senator,  and  in  all  honesty  and  sincerity  say  that 
this  line  of  questioning  be  not  pursued. 

Senator  Dilworth :  The  responsibilities  of  a  teacher  are  more  definite 
in  the  Public  School  System  than  in  a  university.  They  have  more 
latitude  in  the  university. 

Mr.  Simmons :  This  is  true.  There  may  be  some  question  about  it,  but 
it  is  my  personal  opinion,  yes.  But,  I  think  that  we  are  faced.  Senator, 
with  a  pronouncement  of  the  Supreme  Court  on  this  particular  subject, 
and  I  know  that  you,  Senator,  are  not  one  to  violate  what  the  Supreme 
Court  says. 

Senator  Dilworth:  Then  it  is  your  contention  that  giving  instruc- 
tions in  the  Marxian  theory  on  or  off  campus  to  a  high  school  student 
is  protected  by  the  Supreme  Court  decision  and  we  are  not  permitted 
to  inquire  into  it? 

Mr.  Simmons:  I  think  as  long  as  the  Supreme  Court  has  ruled  in  a 
long  series  of  cases  and  referring  to  the  Konigsberg  case,  the  Sherry 
case  in  Arizona  where  they  admitted  the  attorney  to  the  practice  of 
law 

Senator  Dilworth  :  How  long  ago  was  that  ? 

Mr.  Simmons:  1957.  That  the  Supreme  Court  within  the  past  year  in 
the  Yates  case  made  clear  that  membership  in  the  Communist  Party 
is  not  per  se  a  crime,  unless  there  is  evidence  of  personal  wrongdoing. 
The  questions  had  the  overtone  that  there  was  a  Marxian  philosophy 
being  promulgated  by  the  particular  professor  and  they  said  that  they 
cannot  inquire  and  as  the  Senator  knows,  there  has  been  a  lot  of  agita- 
tion recently  for  the  teaching  of  Marxian  within  the  school  system  so 
that  the  students  can  understand  and  determine  themselves  and  arrive 
at  tlieir  own  conclusions.  It  seems  to  me  that  any  in(iuiry  into  this  area 
is  against  the  Supreme  Court  decision. 

Senator  Dilworth:  If  there  is  no  objection  from  the  committee,  we 
will  go  on  with  this  witness  as  the  time  is  late. 

Question :  Is  it  true  that  you  were  also  a  member  of  the  Thaddeus 
Stevens  Club  of  the  American  Youth  for  Democracy? 

Witness:  I  would  prefer  not  to  answer  it  for  the  reasons  we  have 
given  before,  both  my  counsel  and  myself. 

Question:  Did  you  list  that  membership  on  your  loyalty  oath? 

Witness :  1  am  giving  my  previous  answer.  I  would  like  to  repeat 
that  I  feel  that  this  is  a  question  which  has  to  do  with  my  political 
freedom  and  I  would  prefer  not  to  answer  that  question. 
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Senator  Dilworth :  How  many  classes  do  you  teacli  in  a  day  ? 

Witness:  I  don't  understand  wluit  yon  mean  by  that.  I  am  in  scliool 
a  full  day. 

Question :  Do  your  classes  come  and  go  ?  You  don 't  have  the  same 
pupils  all  day,  do  you  ? 

Witness :  No,  I  do  not  have  the  same  pupils  all  day. 

Question :  How  many  classes  come  before  you  in  a  day? 

Witness :  There  are  six  periods  in  a  day. 

Question :  What  is  the  approximate  number,  just  a  fair  approxima- 
tion of  the  total  number  of  children  that  come  before  you  in  a  day  for 
instructions  ? 

Witness :  It  varies  since  I  have  a  class  in  which  I  do  not  see  some  of 
the  students  all  of  the  time,  but  I  would  say,  I  presume  about  100  to 
150. 

Question :  Thank  you. 

Do  you  use  the  teaching  guides  and  instructions  that  are  made  avail- 
able to  you  ? 

Witness :  I  use  the  courses  of  study  as  prescribed  by  the  Los  Angeles 
City  Board  of  Education. 

Question:  Do  you  use  the  State  Teachers'  Guide  put  out  by  the 
State  ? 

Witness :  We  use  that  in  connection  with  ordering  our  textbooks  and 
I  do  what  the  school  that  I  am  employed  by  suggests  that  I  do. 

Question :  Does  the  matter  of  teaching  UNESCO  material  come  up  in 
your  class  at  all  ? 

Witness:  No. 

Senator  Dilworth:  Thank  you  very  much,  Mrs.  Sims. 

Mr.  Simmons:  Senator,  I  wish  to  thank  you  and  the  committee  for 
your  courtesy  in  this  matter. 

The  testimony  of  this  witness  and  the  legal  contentions  of  her  counsel 
are  of  such  importance  that  the  committee  decided  to  report  them  to  the 
Legislature. 

ELEMENTARY  TEACHERS  DISCOURAGE  MATHEMATICS 

A  witness  of  many  years  experience  as  a  high  school  teacher  testi- 
fied as  follows : 

Senator  Dilworth:  *  *  *  I  would  be  much  interested  in  your  com- 
ments on  what  factors  are  most  important  in  formulating  a  program 
which  will  attract  persons  in  mathematics  and  the  physical  sciences  to 
the  teaching  profession. 

I  think  you  realize  that  the  international  situation  has  brought  into 
sharp  focus  our  need  for  more  young  people  to  be  trained  in  the  physi- 
cal sciences. 

Witness:  That's  true.  The  question  as  I  understand  it  is,  "How  can 
we  attract  more  people  to  go  into  the  teaching  of  mathematics  and 
science  ? ' ' 

Question:  Yes. 

Witness :  Well,  first  of  all  I  feel  that  it  has  to  start  farther  back  than 
it  has  been  in  the  past.  I  feel  that  in  the  elementary  schools  that  science 
and  math  should  be  made  much  more  attractive  to  the  young  people. 
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Question :  Is  your  present  salary  adequate  compensation  for  your 
duties? 

Witness:  I  feel  so. 

Question :  Are  you  informed  as  to  your  ri?:lits  and  benefits  under  the 
teacher's  retirement  law?  We  have  had  a  number  of  bills  on  it. 

Witness:  We  have  received  a  great  deal  of  information  and  we  have 
had  meetings,  we  have  had  booklets  explaining  it  and  I  think  I  under- 
stand it.  I  am  not  very  sure. 

Question :  Do  you  know  of  any  employment  open  to  you  which  would 
offer  comparable  or  better  retii-ement  benefits? 

Witness:  No,  sir,  I  don't.  I  never  tried  to  investigate  any  other 
employment,  but  ofihand  I  certainly  don't. 

Question:  Do  you  think  it  is  possible  or  desirable  that  the  system  of 
determining  teachers'  salaries  should  be  on  the  basis  of  superior  teach- 
ing ability  or  should  we  continue  on  the  basis  of  the  summer  courses 
and  seniority? 

Witness:  ]May  I  interrupt?  There  is  a  question  there  as  to  who  would 
determine  the  superior  teaching  ability.  Would  that  be,  I  suppose, 
your  immediate  supervisor  like  your  principal  or  a  board? 

Question :  It  Avould  have  to  be  determined  by  the  governing  board  of 
a  district  and  they  might  delegate  it  so  some  agenc}"  of  their  choosing. 

Witness :  I  see. 

Question :  At  the  present  time  the  salaries  are  determined  by  seniority 
and  summer  courses. 

Witness:  Well,  tliat  is  a  difficult  question  to  answer  because  the  word 
''superior'"  teaching  has  many  connotations  to  many  different  people, 
and  I  feel  that  there  would  be  some  danger  in  the  evaluations.  I  just 
don't  know.  I  wouldn't  mind  being  evaluated  by  a  board  because  I 
feel  I  am  a  good  teacher,  but  maybe  a  combination  of  the  two  would 
be  better.  I  certainly  feel  that  perhaps  there  is  something  to  be  desired 
in  the  summer  courses  and  seniority  deal  because  many  times  the 
courses  that  are  taken  are  not  courses  that  would  contribute  to  the 
advancejnent  of  the  teacher  in  teaching  his  subject. 

Question:  I  tliink  your  answer  is  quite  constructive  and  helpful,  it 
would  be  a  combination. 

Do  you  have  any  comments  on  tlie  teacher  tenure  laws? 

Witness :  No. 

Question :  The  security  of  your  positon. 

Witness:  Oh,  I  see. 

Well,  tenure  can  be  a  bad  thing  in  one  way  because  many  times 
teachers  wiio  become,  for  some  reason  or  another,  incompetent — I 
shouldn't  use  that  word — but  they  are  no  longer  functioning  as  well 
as  they  had  previously,  perhaps,  or  are  not  as  good  classroom  teachers 
as  they  should  be  are  protected  by  tenure.  Yet,  on  the  other  hand,  it 
is  advantageous  to  keep  teachers  from  being  unjustly  removed  from 
the  system.  I  suppose  it  is  like  everything  else,  it  lias  two  sides  to  it. 

I  certainly  wouldn't — I  would  hate  to  be  teaching  without  tenure,  but 
yet  I  have  seen  places  where  tenure  has  caused  a  problem  in  schools 
where  teachers  were  held  over  when  they  were  no  longer  able  to 
function. 

Question :  Do  you  feel  comparable  security  could  be  obtained  at  other 
employment  which  might  be  open  to  you  ? 
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Witness :  No,  especially  not  at  my  age. 

Question :  Have  there  been  any  unnecessary  restrictions  on  the  politi- 
cal activity  of  teachers?  We  know  the  Los  Angeles  Grand  Jury  has 
made  some  statements  about  that  but  I  haven't  had  any  oi)portunity 
to  evaluate. 

Witness:  I  liaven't  found  that  to  be  true.  The  onlj^  thijig  that  per- 
haps what  you  are  speaking  about  is  when  in  the  Board  of  Education 
elections  we  were,  as  I  understood  it  *  *  *  . 

Question :  I  think  it  applies  to  teachers  on  duty  and  on  the  school 
grounds. 

Witness:  I  see  nothing  wrong  with  that.  I  don't  see  how  public 
schools  can  enter  into  politics  and  remain  a  public  institution  serving 
the  people. 

Question:  From  time  to  time  objections  are  heard  from  people  in  the 
school  system  and  sometimes  from  people  who  are  just  interested  out- 
siders to  the  requirement  of  the  loyalty  oath.  Now,  this  loyalty  oath  is 
in  tlie  Constitution  and  applies  to  all  public  employees. 

Do  you  think  that  this  keeps  desirable  teachers  out  of  the  teaching 
profession  1 

AVitness :  I  don't  see  why  it  should.  I  mean,  as  I  recall  the  loyalty 
oath  there  is  nothing  in  the  loyalty  oath  which  one  who  is  a  public 
servant  would  not  want  to  subscribe  to,  and  after  all,  public  school 
teachers  are  public  servants. 

Question :  On  October  17,  1950,  I  believe  you  signed  the  loj^alty 
oath 

Witness:  Yes  I  did. 

Question :  and  made  no  exceptions. 

You  also,  I  believe,  stated  in  a  letter  to  the  board  that  you  wished  to 
go  on  record  as  declaring  your  unalterable  opposition  to  the  Communist 
Party,  ''never  to  my  knowledge  held  membership  in  a  party  that  advo- 
cates Communist  principles.  If  at  any  time  a  statement  is  needed  by 
any  authorities  such  as  the  House  Un-American  Activities  Committee,  I 
am  always  available  and  will  welcome  an  investigation." 

Is  that  a  substantially  correct  statement  of  your  letter? 

Witness :  As  I  remember,  yes. 

Question :  Were  you  ever  a  member  of  the  Communist  Party  ? 

Witness:  No. 

Question :  Can  you  give  us  your  recommendations  or  your  judgment 
on  the  size  of  classes  which  the  teachers  have  to  work  with  ?  Are  they  too 
large  or  what  would  be  a  proper  class  size  ? 

Witness ;  *  *  *  I  think  a  class  of  over  35  is  too  large. 

Question:  In  high  school  classes  of  mathematics  and  physics,  could 
you  suggest  what  would  be  the  desirable  standard  there  ? 

Witness :  Physics  is  a  lab  subject  and  I  would  say  not  more  than  25. 
Mathematics  classes,  I  suppose  between  30  and  35. 

A  Negro  teacher  was  testifying  and  was  asked : 

Question :  The  commission  that  sifted  the  records  of  the  conduct  of 
American  soldiers  in  prisoner  of  war  camps  in  China  agree  that  a  third 
of  the  American  prisoners  accepted  some  of  the  Communist  propaganda 
and  that  this  is  the  first  time  in  our  history  that  our  young  men  have 
failed  to  be  loyal  to  our  ideals,  including  the  ideal  that  he  has  a  duty  to 
help  his  fellow  soldiers  in  captivity. 
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Is  it  your  observation  that  the  schools  emphasize  patriotism  as  much 
now  as  when  you  were  a  student? 

Witness :  I  think  they  emphasize  it  more.  I  think  when  I  was  a  young- 
ster we  sort  of  took  our  citizenship  rights  for  granted  and  that  now  we 
realize  that  we  might  possibly  be  in  danger  of  losing  them,  so  it  is  really 
more  ol'  an  emphasis  now  when  we  find  that  such  things  as  tlie  statement 
you  made  liave  eonio  about.  I  thiuk  it  is  being  emphasized  more. 

***** 

Question  :  Have  you  an}-  suggestions  of  what  the  Legislature  could  do 
or  anybodj'  could  do  to  inspire  our  young  men  and  young  women  to  a 
faith  in  American  ideals  which  wonld  be  strong  enough  to  enable  them 
to  render  the  patriotic  service  that  is  necessary  and  even  to  withstand 
brainwasliing  in  prison  camps?  What  is  there  now  that  is  lacking  that 
we  could  do,  because  certainly  we  cannot  protect  our  Country  and  free- 
dom uidess  our  young  people  are  willing  to  do  it. 

Witness :  Well,  I  don't  knoAV  what  more  could  be  done.  I  think  a  great 
deal  is  being  done  and  has  been  done  along  those  lines.  I  would  assume 
that  perhaps  the  young  people  should  receive  more  information  as  to  the 
advantages  of  being  an  American  citizen  and  perhaps  it  is  very  ditncult, 
however,  for  young  people  to  make  comparisons  with  things  that  thej^ 
have  no  way  of  comparing. 

For  instance,  I  came  up  during  the  depression,  so  I  have  a  great 
feeling  for  the  securitj^  of  my  job  and  the  fact  that  I  can  work  so  I 
can  eat  because  I  have  been  hungry.  But,  I  do  not  feel  the  young  people 
of  today  have  enough  opportunity  because,  of  course,  if  first  perhaps 
thej'  go  abroad  or  to  other  countries  to  know  about  the  difference,  what 
the  disadvantages  are  of  citizenship  or  life  in  an}'  other  country,  that  if 
there  is  someone  that  would  help  make  them  more  appreciative  by  being- 
able  to  make  such  type  of  comparison. 

Senator  Montgomery :  I  have  one  question,  Mr.  Chairman. 

To  go  back  to  these  youngsters  taking  an  interest  in  math  and  science, 
you  said  it  is  too  hard.  Well,  sure  it  is  hard. 

Witjiess:  That's  right. 

Senator  IMontgomer}' :  Probably  they  have  had  it  too  easy  down  in 
the  elementary  school  and  in  high  school  they  look  for  the  easy  sub- 
jects. *  *  * 

Witness:  That's  right. 

Senator  IMontgomery :  What  is  the  school  doing  to  offset  that  idea  of, 
this  desire  to  take  snap  courses? 

AVitness:  I  suppose  that  eveiy  school  is  doing  various  things.  What 
we  ai'c  doing  at  our  school,  of  course,  is  a  unitjue  situation  and  possibly 
would  not  be  of  too  much  value.  I  don't  know  whether  you  know  the 

population  of High  School  or  not,  but  it  is  just  about 

percent  Negro,  and  I  think  that  most  of  our  youngsters  are  very  con- 
scious of  the  fact  that  they  have  to  be  as  good  or  better  than  the  next 
fellow  in  order  to  advance  or  to  get  the  type  of  job  or  opportunity  they 
want.  They  are  fairly  well  motivated,  but  I  think  th.at  if  in  the  lower 
grades,  T  think  we  as  high  school  teachers  usually  are  subject  to  criti- 
cism and  if  everything  w(juI(I  be  done  in  the  elementary  sclmol  why, 
then,  they  will  be  pre])ared  when  they  come  to  us.  But,  youngsters  nnist 
be  made  to  realize  through  the  elementary  school,  beginning  as  low  as 
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kindergarten,  that  there  are  certain  thiiiys  that  have  to  be  dune  and 
whether  you  like  it  or  not  and  as  yun  pass  throuyli  life  there  are  certain 
things  that  yon  will  have  to  do  whether  you  like  it  or  not,  but  I  think 
the  j^oungsters  have  been  allowed  to  make  choices  without  realizing  that 
these  choices  are  the  ones  they  have  to  live  Avilli.  What  I  am  trying  to 
say  is,  well,  would  you  rather  do  your  math  now  or  would  j'ou  rather 
read  or  a  group  is  going  to  do  this  or  that.  AVe  actnally  should  have  a 
certain  amount  of  difficult  subjects  every  day  that  they  have  to  do.  This 
perhaps  sounds  rather  cruel,  but  I  think  yonng  people  look  to  us  for 
guidance,  we  who  are  adults,  for  guidance,  and  I  know  my  youngster 
always  did  appreciate  being  told  that  he  had  to  do  sometliing. 

Senator  Dilworth  :  That  is  the  experience  of  life  and  tliey  should 
prepare  for  life  and  reality. 

Witness:  That  is  Avhat  we  try  to  teach  them. 

Question :  Your  attendance  is  from  a  geographical  area,  is  it  ? 

Witness  :  Yes,  it  is.  It  is  a  housing  situation  and  it  is  not  a  discrimina- 
tory situation.  T  don't  want  you  to  get  the  wrong  impression.  It  is  an 
artificial  setup,  it  is  a  geographical  area  because  most  of  the  people 
that  happen  to  be  in  the  area  are  Negroes  and  other  people  moving  in 
are  usually  Negroes  and  that  is  the  way  the  situation  has  come  about. 

Senator  Dilworth :  Do  you  teachers  receive  tlie  same  salaries  as  else- 
where for  the  grades? 

W'itness:  Yes. 

Senator  Dilworth :  Are  there  any  other  questions  1 

Senator  Montgomery:  Let's  go  back  to  the  discipline  in  the  home. 
When  you  went  to  school  and  when  I  went  to  school  the  home  played  a 
big  part  in  whether  we  did  these  things  or  not. 

Witness :  That  is  true. 

Senator  IMontgomery :  It  is  not  doing  that  any  more. 

Witness :  I  think  that  you  have  put  your  finger  on  something  that  I 
think  educators  have  been  trying  to  get  over  for  a  long  time  that  we 
cannot  do  the  job  alone  and  the  parents  are  certainly  not  only  a  team 
with  us  but  they  are  a  very  necessary  part  of  the  team.  They  have  to 
start  the  youngster  and  give  him  the  proper  amount  of  respect  for  his 
teacher,  in  fact,  a  certain  amount  of  respect  for  work  in  jobs  and 
things  that  have  to  be  completed  and  without  the  co-operation  of  the 
parents  along  that  line  it  is  difficult.  Parents  are  too  busy  just  turning 
the  youngster  over  to  the  schools  and  it  is  almost  impossible  for  the 
school  to  do  the  whole  job. 

Senator  Montgomery :  Going  back  to  another  subject.  Do  j-ou  have 
many  interruptions  in  your  school  as  far  as  the  classroom  work  is 
concerned  ? 

Witness:  *  *  *  the  teachers  complain  and  have  complained  in  the 
past  a  great  deal  about  the  number  of  interruptions  and  we  have  a 
very  fine  principal  who  is  very  interested  in  the  welfare  of  our  young 
people  and  is  a  fine  educator,  and  he  has  been  making  a  very  definite 
campaign  to  cut  down  on  these  interruptions.  It  is  almost  impossible 
to  teach  if  you  have  a  number  of  interruptions. 

Senator  Montgomery:  *  *  *  interruptions  in  class  spoiled  the  class 
work ;  is  that  right  ? 

Witness :  Yes. 
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Senator  Montgomery :  There  seems  to  be  more  complaint  of  more 
interruptions  as  time  goes  on  than  we  used  to  have  in  the  classroom.  It 
seems  that  everything  is  more  important  tlian  classroom  work. 

Witness :  That  is  true. 

Senator  Montgomoy :  That  is  tlio  complaint  of  the  teachers  and  that 
is  one  reason  they  feel  they  do  not  want  to  teacli  because  they  can  not 
teach,  and  have  you  ever  heard  any  complaints  about  that? 

Witness:  Yes,  I  have.  I  have  heard  many,  many  complaints  about 
that. 

Senator  Montgomery:  Have  you  any  suggestions  on  the  state  level 
as  to  what  we  can  do  about  that? 

Witness:  It  is  one  of  those  problems  that  I  don't  think  can  really  be 
solved  at  the  state  level  because  you  could  not  very  well  issue  laws 
that  no  classes  could  be  interrupted,  so  I  think  it  lias  to  be  done  on  a 
local  level  and  the  main  thing  is  that  the  administrators  of  tlie  Board 
of  Education  have  to  be  aware  of  the  situation  and  be  concerned  enough 
about  it  to  do  something. 

Senator  Montgomery :  It  seems  that  the  parents  might  encourage  this 
interruption  situation  by  wanting  the  youngsters  put  into  this  and  that 
and  so  forth,  that  they  do  not  believe  now  that  j'^ou  have  got  a  50-minute 
class  and  it  means  50  minutes  of  math  or  50  minutes  of  English. 

Witness :  That  is  true. 

Senator  Montgomery:  By  the  time  you  get  started  to  teach  you  lose 
five  or  six  of  your  students  going  off  to  practice,  in  other  words,  you 
can  not  teach  any  more. 

Witness :  Yes. 

Senator  Montgomery:  I  have  nothing  further. 

Senator  Dilworth :  *  *  *  I  want  to  thank  you  for  your  testimony  and 
your  frankness. 

This  witness  responded  quickly  and  with  apparent  frankness  to  all 
questions. 

The  next  witness  having  been  first  duly  sworn,  testified  as  follows : 

Witness:  May  I  be  permitted,  with  the  permission  ot  the  committee, 
to  state  briefly 

Senator  Dilworth :  If  you  wish  to  make  a  short  statement,  you  may. 

Witness:  I  wish  it  to  be  known  to  the  gentlemen  of  the  committee 
that  I  do  not  intend  to  use  the  First  or  Fifth  Amendment  as  a  subter- 
fuge in  any  way.  I  also  wish  it  to  be  known  that  I  have  been  in  associa- 
tion with  the  Federal  Bureau  of  Investigation  through  the  person  of 

of  the  Los  Angeles  ofiice  here  in  Los  Angeles.  I  have  told 

everything  that  he  has  asked  me  and  I  have  volunteered  any 

information  he  has  wished  to  ask  me,  so  that  I  come  here  with  a  clear 
conscience  and  I  have  nothing  to  hide  whatever. 

Mr.  Morrison :  Would  you  prefer  to  be  alone  in  the  room  with  the 
committee  while  you  give  this  testimony?  We  have  other  people  here. 

Witness:  Perhaps  it  might  be  judicious. 

Mr.  Morrison :  Would  you  people  wait  in  the  Legislative  Counsel 
OfYice  and  we  will  send  someone  down  for  j'ou. 

Witness :  1  have  a  great  deal  of  respect  for  what  you  have  been  doing. 
Senator  Dilworth.  I  have  wati-hcd  you  in  action  before.  When  an 
ex-professor  of  mine  was  appeai'ing  before  you,  I  believe  it  was  in 
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1950  or  1951,  downstairs  in  the  main  hearing  room,  that  is  the  first 
time  I  saw  you  and  I  was  not  sorry  that  I  was  there.  I  think  I  learned 
quite  a  bit  from  that  testimony  that  took  place. 

*  *  *  My  parents  are  innnigrant  parents.  They  came  from  *  *  * 
My  parents  were  very  poor  people,  they  had  a  very  hard  economic 
period  and  my  father  early  became  attached  to  the  labor  movement  in 
the  City  of  New  York  where  we  lived  most  of  our  lives. 

Both  my  father  and  mother  became  members  of  the  Communist 
Party.  In  the  late  twenties  we  were  living  with  my  relatives,  rather  my 
uncle  was  living  with  us  at  the  time,  and  during  that  period  he  also 
was  a  member  of  the  Communist  Part3^ 

Through  my  uncle's  insistence,  compulsorj^  insistence,  I  might  add, 
I  became  a  member  of  the  Young  Communist  League  at  the  age  of  15 
or  It),  one  of  those  two  years. 

I  respected  my  parents  because  as  a  child  I  thought  my  parents 
should  be  respected,  and  I  did  what  they  told  me  to  do. 

I  was  a  member  of  the  Young  Communist  League  for  approximately 
two  or  three  months  and  I  simph^  dropped  out.  Several  years  later  I 
went  to  Spain  and  I  fought  in  the  Spanish  Civil  War  there  as  a  soldier. 

As  I  look  back  on  that  mistaken  adventure  now  I  think  there  were 
two  reasons  that  took  me  there.  One  was  youthful  idealism.  I  thought 
I  knew  the  answers  and  I  took  it  upon  myself  to  do  these  things,  and 
the  other,  perhaps  I  think  as  I  reflect  on  it,  was  an  escape  from  my 
immediate  problems. 

I  thought  I  would  be  sort  of  a  tin-horn  hero,  if  you  want  to  put  it 
that  way. 

When  I  came  back  from  Spain  I  didn't  know  what  to  do.  I  bummed 
around  a  little  while  working  at  odd  jobs,  unskilled  labor,  got  married 
and  went  on  a  bicycle  trip  with  my  wife  across  the  Countiy.  Pearl 
Harbor  broke  out  and  we  shipped  our  bikes  back  from  Arizona  and 
I  went  into  the  service  and  she  went  into  the  service. 

During  the  39  months  that  I  was  there  I  was  in  Information  and 
Education  Service.  I  organized  round-table  discussions  on  the  problems 
of  the  war.  I  had  a  radio  program  in  which  I  was  a  radio  commentator 
every  Sunday  and  I  was  in  special  services,  and  we  handled  the  USO 
shows  coming  in,  writing  publicity  for  them. 

When  I  got  out  of  the  service  I  had  an  opportunity  to  go  to  school. 
I  had  dropped  out  at  the  age  of  16  in  1932  or  it  was  1934.  I  used  the 
GI  Bill.  I  at  that  time  didn't  know  what  I  wanted  to  do.  I  understood 
through  the  Veterans  Administration — I  wanted  to  get  away  from  New 
York. 

We  were  divorced  through  this  long  absence  in  the  service  and  I 
wanted  to  get  away  from  New  York  and  come  to  California.  Of  course, 
I  disembarked  from  here  when  I  went  overseas  and  I  liked  it  here. 

I  wanted  to  go  to  school  but  I  didn't  know  for  what.  I  thought  per- 
haps I  would  like  to  be  a  labor  writer.  I  thought  I  might  like  to  take 
up  labor  journalism  to  work  for  either  the  C.  I.  0.  or  A.  F.  of  L.  I 
heard  about  the  California  Labor  School.  This  was  in  May  of  1946  and 
I  came  out  here.  I  believe  the  personnel  officer  at  that  time  was  Dr. 
Alexander,  not  the  Dr.  Alexander  you  subpoenaed  to  appear  before 
you  six  or  seven  years  ago  as  I  recall.  I  was  given  a  list  of  the  organ- 
izations that  had  sponsored  the  school.  It  was  a  very  imposing  list  of 
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local  and  state  C.  I.  0.  and  A.  F.  of  L.  organizations  tliat  had  spon- 
sored the  school  and  I  thonght  this  would  be  fine,  this  is  right  up  my 
alley.  So  I  began  to  go  to  classes  under  the  GI  Bill.  I  think  it  took 
about  three  and  a  half  to  four  months  before  I  realized  that  the  courses 
that  were  being  offered  were  not  so  much  journalism  as  theory  in 
Marxism.  There  were  certain  gentlemen  there  avIio  led  these  courses — 
I  don't  remember  their  names,  but  anyway,  I  was  married  during  this 
period  again  and  I  dropped  out  of  the  school  after  seven  months. 

I  dropped  out,  I  was  disillusioned,  I  was  unhappy  and  I  was  still 
groping,  I  didn't  know  what  to  do.  My  wife  and  I  came  here  in  Los 

Angeles  and  we  lived  in and  slie  convinced  me  through  her  efforts 

that  it  is  not  too  late  to  pick  up  the  threads  and  go  to  school.  I  went 
to  school  in  1948,  starting  with  the  ninth  grade  at  *  *  *  and  my  wife 
supported  me  and  the  (GI)  Bill  supported  me  and  I  went  through 
Los  Angeles  (^ity  College  and  Los  Angeles  State  College.  *  *  * 

*  *  *  I  can  state  that  I  have  never  been  a  member  of  the  Communist 
Party.  The  fact  that  mj^  parents  were,  and  I  am  not  patting  mj'self 
on  the  back,  but  I  think  perhaps  it  was  some  doubt  I  might  have  had 
in  my  mind,  I  don 't  know,  but  this  is  Avhat  has  happened  in  brief  with 
my  background. 

#  #  *  *  * 

Senator  Dilworth :  You  are  speaking  under  oath  and  what  you  have 
said  is  a  true  story? 

Witness :  The  absolute  truth,  sir. 

Senator  Dilworth :  In  1954  you  signed  the  loyalty  oath  prescribed  by 
the  State? 

Witness:  That's  right. 

Question :  The  oath  form  requires  that  you  list  any  party  or  organ- 
ization of  which  you  have  been  a  member  within  the  preceding  five 
years  which  advocated  the  overthrow  of  the  government  by  force  and 
violence.  Did  you  list  any  such  party  or  organization? 

Witness :  No,  sir.  I  do  not  recall  listing  any  such  organization  because 
I  was  not  a  member  of  one. 

Question :  Is  it  your  judgment  or  information  that  the  Communist 
Party  advocates  the  overthrow  of  the  government  by  force  and  vio- 
lence? 

Witness:  I  lirmly  believe  it  docs.  That  is  why  I  have  nothing  to  do 
Avith  it  whatever. 

Question :  As  a  teacher  in  the  public  schools  you  are,  I  hope,  con- 
cerned with  the  necessity  for  producing  scientists  and  mathematicians 
to  properly  develop  the  military  defenses  of  this  Country? 

Witness:  Yes,  sir. 

Question :  Have  you  ever  contributed  articles  to  the  Daily  Peoples 
World? 

Witness:  No,  sir. 

Question :  Were  you  ever  employed  on  tlic  Daily  Worl'cr  in  New 
York  under  Louis  Budenz? 

Witness:  I  would  not  say  I  was  employed.  I  would  say  that  I  tried  to 
join  the  staff.  I  believe  it  was,  as  a  reporter,  as  a  writer.  I  was  on  the 
paper  for  about  *  *  *  in  which  my  expenses  were  paid  and  the  only 
thiner  I  did  write  at  that  time  was  a  series  of  articles  *  *  *.  That  was 
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the  period  in  which  they  had  the  so-called  People 's  Front  in  which  they 
were  using  the  YIMCA  and  otluv  orfiaiiizatiuns  ol"  Ihat  sort  in  terms 
of  having  the  Communist  movement  get  into  it  and  to  sliow  that  thes(! 
people  are  )iot  too  bad  after  all,  and  avc  wrote  those  articles  about  tliem. 

Question:  Along  about  the  year  1!)30  you  participated  in  the  Young 
Pioneers  of  America  in  New  York  and  that  was  during  the  time  when 
you  were  at  an  early  age. 

AVitness ;  *  *  *  That 's  correct. 

Question :  You  know  now  that  the  Young  Pioneers  of  America  are  a 
youth  section  of  the  Connnunist  Party's 

Witness:  I  knew  this  a  long  time  since. 

Question :  What  are  the  subjects  that  you  teach  in  school  ? 

Witness:  I  teach  every  subject  there  is,  sir.  I  am  a grade 

teacher  and  we  are  specially  teaching  California  history  and  everj'thing 
connected  with  it  in  terms  of  the  science  and  the  scientific  development. 

Question:  Can  you  otter  any  practical  suggestions  to  us  as  to  how 
we  may  fulfill  our  responsibility  as  legislators  and  encourage  young 
people  to  take  science  and  mathematics  courses?  We  know  they  are 
hard  but  we  must  encourage  young  people  to  do  it  and  do  it  for  the 
love  of  country  so  they  will  be  capable  of  defending  the  country. 

Witness:  I  think  most  anything  that  a  child  would  do  whether  on 
the  elementary  level  or  the  high  school  level  would  come  from  the 
feeling  of  need  within.  I  think  it  is  pretty  hard  to  hold  a  stick  over 
a  child  and  say,  "You  must  master  this  or  else,"  or  try  to  compel  the 
child  to  learn  something  without  having  the  need  within  that  this  is 
the  thing  to  do.  The  interest  must  be  there,  the  motivation  must  be 
there.  I  thinlc  this  has  a  lot  to  do  with  the  teachers'  demeanor,  the  kind 
of  person  the  teacher  is,  how  much  the  teacher  likes  his  profession,  how 
much  he  likes  children  and  how  much  he  is  going  to  devote  extra  hours 
towards  helping  the  children  to  understand  and  learn.  It  depends  on 
the  individual  teacher.  I  don't  think  you  can  formulate  a  master  plan 
on  that. 

I  might  digress  a  little  and  say  perhaps  if  the  qualifications  of  the 
teachers  were  improved,  if  there  was  more  quality  instead  of  quantity, 
which  I  think  we  are  trying  to  get  now  in  terms  of  the  shortage,  that 
this  might  have  something  to  do  with  it.  I  don't  think  there  is  enough 
qualified  in  our  profession. 

Question :  Could  you  voluntarily  give  us  some  of  your  extracurricu- 
lar activities?  For  instance,  have  j'ou  associated  yourself  with  any 
groups  of  people  that  are  opposed  to  communism,  at  the  present  time? 

Witness:  Well 

Question:  Do  j-ou  belong  to  the  American  Legion? 

Witness:  No,  I  sort  of  wish  I  did,  but  I  never  had,  I  never  have 
joined  the  American  Legion  or  the  American  Veterans  of  Foreign 
Wars.  I  somehow  have  entertained  a  notion,  but  somehow  I  have  never 
pushed  myself  into  it.  Most  of  my  activity  is  in  education.  I  am  a 
member  of  the  Phi  Delta  Kappa  and  the  California  Teachers  Associa- 
tion and  I  devote  quite  a  few  extra  hours  in  working  for  the  school 
district.  Our  need  for  science  in  our  everyday  life  and  what  it  means. 
I  have  done  everything  that  I  can  in  my  own  personal  way  to  put 
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across  the  feeling  that  there  is  much  to  be  doue  in  the  country  and 
it  is  -worth  doing. 

Question :  These  patriotic  organizations  certainly  need  the  help  that 
you  can  give  them. 

Witness :  I  am  sure  of  that. 

Question :  Particularly  at  this  time.  It  is  very  vital  that  the  patriotic 
organizations  be  as  strong  as  possible,  and  I  am  sure  that  you  would 
find  the  association  with  the  other  veterans  quite  inspirational. 

Has  the  committee  any  questions? 

Senator  Williams:  No  questions. 

Senator  Montgomery:  No  questions. 

Witness :  I  will  consider  joining  the  Legion.  As  I  say,  I  have  enter- 
tained the  notion  but  never  have  done  anything  about  it.  I  have  been 
busy  with  schoolwork. 

Senator  Dilworth :  It  certainly  furnishes  you  a  means  of  supporting 
your  country. 

Witness:  I  love  those  kids.  It  is  just  wonderful  to  be  able  to  work 
with  them  and  get  these  things  across  which  I  know  will  contribute  to 
their  growth. 

Senator  Dilworth :  I  think  that  you  appreciate  that  there  is  not  any 
other  country  in  the  world  that  would  have  given  you  the  advantages 
you  have  had. 

Witness :  I  might  add,  sir,  that  the  reason  I  am  in  teaching  is  because 
these  op])ortunities  were  not  given  me  as  a  youth.  *  *  *  I  am  doing 
everything  I  can  in  my  own  way  to  figlit  back  and  to  do  the  things  I 
couldn't  do  as  a  child,  giving  these  kids  the  oi)portunity.  I  haven't 
stopped  doing  that. 

Senator  Dilworth :  Thank  you  very  much.  If  there  are  no  further 
questions  from  the  committee,  you  are  excused  and  we  want  to  thank 
you  for  your  co-operation  and  just  wish  you  every  success  in  life. 

Witness :  Thank  you. 

The  next  witness,  having-  been  first  duly  sworn,  testified  as  follows : 

Senator  Dilworth:  What  academic  degrees  have  you  accomplished? 

Witness:  I  hold  a  bachelor  of  science,  I  hold  a  master's  degree  in 
education  and  I  have  two  teaching  credentials.  I  have  an  industrial 
arts  school  teaching  credential  and  a  general  secondary  teaching  cre- 
dential. 

Question :  What  college  or  university  did  you  attend  for  your  under- 
graduate work? 

Witness:  I  attended  UCLA,  I  received  my  bachelor's  degree  in 
UCLA,  and  I  got  my  master's  degree  at  UCLA. 

Question  :  What  were  your  majors? 

Witness :  Mostly  in  industrial  arts.  I  majored  in  industrial  arts. 

Question :  Do  you  recall  what  mathematics  or  science  courses  j-ou 
completed  in  high  school? 

Witness:  Yes.  Do  you  want  the  highest  course  I  completed? 

Question:  Any  that  you  can  remember. 

Witness:  Yes.  I  took  Algebra  1,  2,  3,  nnd  4,  Geometrj'-  1  and  2  and 
Trigonometr3\ 
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Question:  You  have  your  attorney  with  you? 

Witness  :  This  is  my  attorney. 

Senator  Dilworth:  Mr.  Fred  Okrand ;  is  that  right? 

Mr.  Okrand :  That  is  correct.  May  I  take  just  a  moment  to  read  your 
statement  of  purposes? 

Senator  Dilworth :  Yes. 

Mr.  Okrand  :  Thank  you  very  much. 

Senator  Dilworth:  Do  you  agree  that  the  present  situation  of  our 
country  makes  it  very  urgent  that  we  attract  more  peo])le  to  the  teach- 
ing profession  who  are  competent  in  the  field  of  mathematics  and 
physical  science? 

Witness:  I  feel  very  strongly  that  we  must  do  this  in  a  very  urgent 
way. 

Question :  What  factors  other  than  salary  are  important  in  formu- 
lating a  program  which  will  attract  persons  competent  in  mathematics 
and  the  physical  sciences  to  the  teaching  profession? 

Witness:  Well,  salary,  of  course,  is  the  most  important.  In  this 
phase  we  are  in  competition  with  industry. 

Now,  a  number  of  the  industries  realize  this  and  they  are  releasing 
some  of  their  people  to  teach  at  times.  This  is  a  hopeful  sign  but  not 
nearly  enough. 

The  second  thing  that  I  feel  that  attracts  teachers  or  people  into 
this  profession  would  be  to  give  it  more  of  a  professional  status.  One 
thing  that  keeps  people  out  of  this  profession,  I  believe,  is  they  do  not 
wish  to  go  into  a  situation  in  which  they  have  to  worry  about  the 
behavior  of  the  youngsters.  This  does  not  exist  too  much  at  the  college 
level,  but  it  does  at  the  high  school  level.  This  keeps  some  of  the  people 
out  of  the  teaching  profession,  I  feel. 

Another  thing,  I  do  not  believe  that  teachers  at  the  present  time  are 
regarded  as  highly  as  the  people  in  other  professions,  let  us  say  the 
legal  profession  or  the  medical  profession  or  today  now  the  engineering 
profession  is  being  regarded  as  extremely  high.  As  yet  we  have  not 
developed  sufficient  of  this  feeling  in  this  country  or  in  this  area  and 
because  of  this  people  may  not  come  into  the  teaching  profession. 

I  feel  that  there  are  a  number  of  youngsters  who  would  make  won- 
derful teachers  but  they  are  going  into  law,  medicine,  engineering  and 
science.  These  are  the  fields  that  are  attracting  them  today,  mainly 
because  of  the  pay.  Secondly,  because  of  the  respect  that  is  given  to 
people  of  this  sort. 

Question :  How  long  have  you  taught  ? 

Witness :  I  have  completed  my  10th  year. 

Question :  What  were  the  factors  that  you  considered  before  making 
up  5'our  mind  to  be  a  teacher? 

Witness:  You  mean  why  did  I  become  a  teacher? 

Question :  Yes.  What  induced  you  to  become  a  teacher  ? 

Witness:  It  just  seemed  that  at  all  times  I  alwaj^s  was  trying  to 
teach,  whether  it  was — this  was  not  in  regular  subjects  but  in  anything. 
For  instance,  I  like  to  play  tennis  and  I  may  play  tennis  with  some- 
body and  I  would  start  to  teach  them.  Finally  a  principal  of  a  school 
that  I  knew  told  me  that  I  should  go  in  for  teaching.  She  verbalized  the 
feeling  I  had  within  me  and  I  started  to  go  into  it. 

3— L-4430 
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A  second  feature  that  I  had  was  that  teaching  at  that  time  looked 
like  a  fairly  good  profession.  I  mean,  it  was  a  fairly  good  monetary 
thing,  it  looked  like  good,  steady  work,  and  it  had  a  certain  amount  of 
security  to  it,  but  actually  I  believe  it  was  mainly  the  fact  that  I  had 
always  been  driving  towards  something  of  this  sort. 

Question:  Would  you  make  the  same  decision  on  the  same  basis 
today  or  has  your  experience  changed  your  mind? 

Witness :  Well,  you  mean  the  experience  as  a  teacher  of  teaching  ? 

Question:  Yes. 

Witness :  No,  I  would  teach. 

Question:  There  is  a  question  that  is  always  very  controversial  at 
Sacramento.  As  legislators  we  have  given  a  large  measure  of  the  control 
of  education  into  the  hands  of  the  local  districts. 

Have  you  any  comments  to  make  on  that?  Is  that  a  good  thing  for 
education  or  not? 

AVitness:  AVell,  let  me  go  back  one  step  further,  let  me  go  back 
beyond  the  state  to  the  national  government. 

I  believe  that  the  national  government  is  going  to  have  to  help  foot 
the  bill  for  this  education  and  it  must  be  forthcoming.  Now,  I  do  know 
that  there  is  a  great  deal  of  fear  in  local  agencies,  particularly  at  the 
city  and  board  of  education  level  that  national  aid  will  mean  national 
control. 

Question:  It  has  in  most  everything  else. 

Witness :  Well,  now,  we  can  go  to  the  state  level. 

The  State  gives  monetary  aid  to  the  local  area  but  this  is  my  big 
argument.  The  State  does  not  step  in  and  ask  for  control.  The  State 
asks  for  history  and  government.  It  does  not  even  demand  it.  If  a  boy 
goes  into  the  service  he  can  get  a  diploma.  I  believe  that  a  passing 
grade  in  U.  S.  Government,  in  history,  is  the  only  thing  that  the  State 
demands,  leaving  the  rest  of  it  up  to  the  local  government. 

It  is  only  the  local  area  that  for  the  most  part  can  know  just  what 
the  people  of  that  locality  need.  Now,  schools  in  Los  Angeles  can  not 
teach  exactly  the  same  subjects  as  schools  in  a  farm  area  where  the 
youngsters  are  coming  off  of  farms,  so  I  believe  that  most  of  it  should 
be  left  in  the  hands  of  the  local  people. 

Question:  Two  of  the  members  of  this  committee  were  on  the  sub- 
committee that  reworded  the  school  finance  bill  that  was  proposed  at 
some  $70,000,000  and  got  deadlocked  in  the  Legislature.  Then  we  re- 
wrote the  bill  to  provide  about  $36,000,000  increase  in  operating  ex- 
penses. Now,  I  would  like  to  ask  you  some  questions  about  your  salary. 
We  are  interested  in  finding  out  how  that  has  gotten  down  to  teachers. 

Your  present  salary  is  approximately  how  much? 

Witness:  About  $685  a  month,  10  months,  $6,850  approximately. 

Question :  What  change  has  been  made  in  the  last  year  since  the 
passage  of  that  Assembly  Bill  No.  3045  ? 

Witness:  For  instance,  I  went  up  one  step  in  salary  on  an  automatic 
increase,  since  I  am  not  at  the  top  .scale. 

Question:  In  addition  to  that? 

Witness:  In  addition  to  that  there  has  been  an  increase  of,  I  don't 
want  to  quote  any  figures,  because  if  I  had  the  figures  here  it  would  be 
different,  but  about  40  or  $50  a  month,  I  would  say.  This  has  been  an 
overall  increase. 
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Question :  About  five  or  six  limidred  dollars  a  year? 

Witness :  That's  right. 

Question:  The  people  at  the  general  election  in  1952  increased  the 
state  aid  to  education  and  the  Senate  Bill  No.  731  became  a  law  then. 

Now,  previous  to  that  time  about  five  years  ago  what  was  your 
salary  ?  If  you  don 't  remember 

Witness :  I  can  give  you  a  rough  approximation.  1  would  say  it  was 
about  $200  less. 

There  have  been,  I  believe,  two  general  raises  besides  our  regular 
step  increases,  and  1  would  say  about  $200  a  month.  1  guess  it  would 
be  around  $1,500  or  $2,000  a  year. 

Question  :  Is  your  present  salary  a  fair  compensation'^ 

Witness:  I  do  not  think  so.  I  am  basing  this  upon  the  comparative 
amount  of  time  spent  in  preparation  and  comparative  amount  of  time 
spent  in  actual  work  compared  to  other  professions.  1  would  say  that 
the  present  salary  I  have  with  a  master's  degree  and  with  10  years  of 
experience  would  not  compare  with  what  1  would  be  earning  if  I  were 
an  engineer,  let  us  say,  or  a  lawyer  or  a  doctor  or  a  profession  of  that 
sort. 

Question :  Would  you  care  to  suggest  how  much  more  it  should  be  ? 

Witness :  I  believe  that  instead  of  earning  less  than  $7,000,  and  then 
the  question  conies  up  that  we  don't  work  a  full  12  months  of  the  year, 
you  understand.  I  believe  that  comparatively  the  salary  should  run 
pretty  close  to  $10,000. 

Question :  Are  you  informed  as  to  your  rights  and  benefits  under  the 
Teachers'  Retirement  Law^? 

Witness:  I  have  been  informed,  I  haven't  studied  it  very  much.  I 
am  not  ready  for  retirement. 

Question :  Do  you  know  of  any  employment  open  to  you  which  would 
offer  comparative  or  better  retirement  benefits  "i 

Witness:  Open  to  me  as  what?  You  mean,  could  I  go  out  and  get 
some  type  of  work  and — I  missed  your  question,  comparative  benefits, 
meaning  the  retirement  1 

Question :  Yes.  Is  retirement  an  inducement  to  stay  in  the  teaching- 
profession  ? 

Witness :  Very  definitely. 

Question :  It  is  an  inducement  to  stay  in  the  profession  1 

Witness :  That 's  right. 

Question :  This  question  has  been  a  little  bit  difficult  for  me  to  frame. 

Can  we  devise  a  system  to  evaluate  teachers  for  promotion  and  salary 
increases  on  the  basis  of  superior  teaching  or  should  we  continue  to 
use  seniority  and  summer  courses  as  a  guide  ? 

Witness :  This  is  a  question  of  merit  ratings  and  so  forth.  My  feeling 
on  this  is  no.  First  of  all,  in  order  to  evaluate  a  teacher  you  have  to 
set  up  certain  standards.  First  of  all,  you  could  sit  in  a  teacher's  room 
and  watch  him,  but  this  does  not  lead  to  a  good  teaching  situation  and 
it  is  too  expensive.  Secondly,  you  can  go  on  the  results  of  what  your 
students  do  in  the  way  of  displays  or  being  elected  to  student  body 
offices  or  winning  contests  of  local  or  national  or  state  types.  But  then 
again  if  two  teachers  are  teaching  English,  one  of  them  could  be  giving 
instructions  to  students  who  are  better  and  they  would  expect  more  to 
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come  from  that  class,  so  again  Ave  miglit  be  getting  a  situation  that  is 
not  too  good. 

I  like  to  watch  the  jfights  on  TV  and  there  has  been  more  than  one 
time  when  I  have  not  agreed  with  the  decision.  Someone  brought  this 
out.  Three  professionals  sitting  within  10  or  15  feet  of  these  two  fi<:li1ers 
watching  them,  and  at  the  end  of  only  10  rounds,  and  at  the  end  of 
every  three  minutes  they  have  made  a  score,  but  at  the  end  of  30  min- 
utes we  come  up  with  three  different  decisions.  If  three  professionals 
can  not  determine  within  a  very  rigid  set  of  rules  which  of  the  two  was 
a  better  fighter,  it  leaves  me  a  little  doubtful  about  whether  or  not  a 
merit  rating  could  be  true  and  just.  The  danger  here  I  feel  is  this :  It 
would  lead  to  people  beginning  to  play  up  to  whoever  has  to  do  the 
rating,  whether  it  is  the  principal  or  the  superintendent  or  vice  princi- 
pal or  head  of  the  department,  and  it  would  become  a  matter  of  friend- 
ship. It  would  become  a  political  matter  right  within  the  schools.  It 
would  lead  to  bitter  feelings.  I  have  seen  this  in  other  areas  in  which 
a  merit  rating  was  established  in  leading  to  higher  pay,  and  those  that 
did  not  get  it  were  very  bitter  about  this,  and  I  believe  it  actually 
affected  morale.  So,  in  want  of  a  better  system  I  would  say  at  the 
present  time  let  us  stay  with  the  amount  of  training  a  teacher  has  and 
the  number  of  years  they  have  spent  in  education. 

Question:  Are  there  any  conditions  other  than  salary  which  inliu- 
ence  people  against  becoming  teachers?  You  have  mentioned  the  pro- 
fessional standings. 

"Witness:  Well,  yes.  It  is  this  matter  of  discipline  within  the  school- 
room. Now,  I  do  not  have  difficulty  with  it  because  I  am  able  to  get  in 
there  and  handle  the  class.  I  have  had  enough  experience  with  j^oung- 
sters  and  then  we  are  able  to  establish  a  rapport  once  I  have  convinced 
them  that  I  have  to  be  the  boss  in  the  class.  I  have  always  been  able 
to  establish  a  good  rapport  with  the  group,  then  begin  to  have  fun,  let 
up  a  little  bit,  but  T  have  enjoyed  it. 

There  are  a  number  of  people  I  know  that  have  dropped  out  of  teach- 
ing because  of  this  and  they  feel  there  isn't  sufficient  backing,  legal 
backing.  There  have  been  too  many  cases  in  which  students  could  come 
down  to  the  Board  of  Education  and  the  Board  of  Education  would 
have  to  give  waj^  because  these  students  would  have,  let  us  say,  legal 
advice  and  would  be  willing  to  take  a  case  of  this  sort  to  court  and 
I  have  the  feeling  that  the  board  does  not  want  certain  of  these  things 
brouglit  to  court.  They  do  not  feel  that  they  could  win  this,  then  the 
principals  can  go  just  so  far  in  backing  the  teachers  up  and  the  teachers 
can  go  just  so  far  in  establishing  the  discipline.  This  has  been  a  sore 
point,  this  point  of  discipline. 

Question :  Do  you  have  satisfactory  textbooks  to  work  with  ? 

Witness:  No.  *  *  *  We  are  teaching  with  the  new  state  text.  This 
book  is  good  in  certain  ways.  It  presents  the  things  clearly.  They  are 
using  color  on  the  pages,  a  little  color  on  tlie  pau'es  to  sliow  how  these 
things  should  be  Avorked  and  they  explain  the  problems  on  the  page. 
But  I  find  this  weakness.  First  of  all  the  material  is  extremely  cheap. 
We  have  new  texts.  I  insist  that  my  students  keep  tlieir  books  covered, 
and  yet  when  I  collect  these  the  covers  have  begun  to  break  down,  the 
material  gives  and  the  color  wears  off.  Tlie  paper  is  a  good  gloss  paper 
and  so  far  it  wears.  The  other  objection  I  have  to  this  text  is  that  they 
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do  not  have  sufficient  problems  for  practice  and  I  feel  in  mathematics 
there  is  a  great  deal  of  practice  that  has  to  be  done  by  many  of  the 
students.  They  do  not  have  sufficient  problems  and  the  problems  are 
enumerated,  they  will  say  Problem  No.  1  and  then  give  us  seven,  eight 
or  nine  different  problems  within  that.  They  do  not  enumerate  them 
in  columns  of  A,  B,  C,  D,  E,  and  when  I  am  giving  the  answers  to 
tlie  youngsters  so  they  can  check  their  homework  they  say,  "Would 
3^ou  mind  repeating?"  Then  I  have  to  stop  and  count  through  the 
book.  Well,  this  is  a  waste  of  time. 

We  have  an  excellent  text  here  in  Los  Angeles  written  by  Carpenter, 
who  I  understand  is  supervisor  of  junior  high  mathematics.  Now,  this 
is  tlie  third  book  I  have  used.  I  have  used  another  state  text  and  of 
the  three  Carpenter  is  far  better  and  I  would  like  to  see  it  given  some 
consideration.  *  *  * 

So  far  as  teaching  drafting,  the  texts  are  all  standard  texts  in  this 
case. 

Question :  Are  teachers  unduly  and  unnecessarily  restricted  in  their 
political  activities  ? 

Witness :  You  mean  do  I  believe  so  ? 

Question :  Give  us  the  benefit  of  your  observations. 

Witness :  My  observation  would  be,  you  mean,  as  a  citizen  ? 

Question :  Yes. 

Witness :  I  earn  my  living  as  a  teacher,  but  as  a  citizen  am  I  re- 
stricted ? 

No.  I  have  felt  no  restrictions  in  my  political  activities  during  my 
teaching  career. 

Question:  You  do  not  attempt  to  be  politically  active  while  you  are 
on  school  grounds  or  during  school  hours? 

Witness:  Well,  this  is  not  our  affair,  we  are  there  to  teach.  Well,  if 
a  teacher  happens  to  be  teaching  a  course,  let  us  say,  in  current  world 
problems  there  is  a  certain  amount  of  politics  going  to  be  discussed 
there,  the  pros  and  cons.  This  is  not  my  field  and  I  do  not  feel  it  is 
my  position  to  speak  about  religion  or  politics  or  they  have  even  told 
us  not  to  speak  about  medicine,  for  instance.  I  mean,  if  we  think  a  child 
is  sick  we  do  not  tell  him  to  go  to  his  doctor,  we  tell  him  to  see  his 
medical  adviser.  I  do  not  think  it  is  my  turn  to  speak  politics  in  school 
and  I  do  not  feel  I  am  restricted. 

Question :  Have  you  been  approached  for  political  contributions  one 
way  or  another? 

Witness :  You  mean,  for  the  Board  of  Education  ? 

Question:  Yes. 

Witness:  I  have  never  been  directly  asked,  no.  There  have  been  an- 
nouncements made  that  we  would  like  to  undertake  certain  things,  and 
if  you  want  to  kick  in  you  may,  but  never  directly. 

Question :  Have  you  noticed  the  recommendations  of  the  Los  Angeles 
County  Grand  Jury  to  the  Legislature  on  that  subject? 

Witness :  No,  I  haven 't,  I  am  sorry. 

Question :  Have  these  requests  occurred  on  the  school  grounds  on 
school  time  or  do  they  just  come  to  you  from  your  organization  at  an 
organization  meeting? 

Witness:  No.  At  no  time  have  these  requests  come  on  school  time. 
Let  me  put  it  this  way.  The  organizations  are  permitted  to  put  their 
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newspapers  or  announcements  either  on  bulletin  boards  or  on  the 
counter  at  school  or  somethin<2:  of  this  sort,  so  in  this  way  and  within 
these  publications  there  is  a  discussion.  But,  never  is  school  time  taken 
up  for  discussion  of  this  sort. 

Question :  Do  you  have  any  after-school  assignments  to  attend  games 
or  dances  or  so  forth  that  have  become  burdensome? 

Witness :  They  could  become  burdensome,  except  I  do  not  mind.  I 
sponsor  the  Chess  Club.  This  means  that  during  the  season  we  are  play- 
ing other  schools.  Once  a  week  I  will  be  away  from  home  and  school 
for  about  four  hours  on  my  own  time.  I  do  not  mind  doing  this.  I  rather 
enjoy  this.  I  never  feel  an  assignment  to  a  football  game  or  baseketball 
game  is  burdensome  because  I  usually  like  to  watch  them. 

Question :  Have  you  observed  any  cases  where  the  constitutional 
requirement  of  the  loyalty  oath  tended  to  keep  desirable  people  out 
of  the  teaching  profession  ? 

Witness:  I  have  not  observed  any  cases,  this  I  can  say  definitely, 
that  someone  was  kept  out,  but  I  have  had  people  in  other  professions 
who  Avould  occasionally  make  a  remark  indicating  that,  well,  "1  might 
like  to  go  into  that  field  but  I  do  not  feel  I  would  care  to  be  put  under 
a  pressure  of  that  sort." 

Question:  Of  course,  it  applies  to  members  of  the  Legislature  and  all 
public  employees  of  the  State  now. 

Witness :  Yes,  I  am  speaking  about  people  Avho  are  not  in  any  gov- 
ernmental or  civic  type  of  position. 

Question:  You  signed  the  loyalty  oath  in  1950.  Did  you  list  in  the 
appropriate  places  on  the  oath  form  the  names  of  any  organization 
you  belonged  to  which  advocated  the  forceful  overthrow  of  the  gov- 
ernment ? 

Mr.  Okrand:  Senator,  I  wonder  if  I  may  make  a  statement  at  this 
time. 

Senator   Dilworth :    Certainly. 

Mr.  Okrand :  I  have  been  trying  to  read  carefully  the  opening  state- 
ment which  Mr.  Morrison  so  kindly  provided  me,  and  it  seems  to  me 
that  that  particular  question  relates  to  political  affiliation  or  opinion 
and  does  not  fall  within  the  purview  of  what  I  understand  the  mandate 
of  tliis  committee  is.  I  have  reference  to  the  recent  Supreme  Court  cases 
of  Watkins  vs.  The  United  States  and  Sweazy  vs.  New  Hampshire.  As 
I  read  those  cases  I  believe  this  question  w^hich  has  been  asked  falls 
within  certainly  the  Sweazy  and  Watkins  cases  and  is  not  pertinent 
because  of  the  wide,  vague  mandate  of  the  committee  to  whatever 
legislative  purpose  may  be  before  this  committee,  and  I  Avouldn't,  I 
don't  know  what  the  proper  procedure  is,  but  if  I  may,  I  would  like 
to  make  objection  on  the  ground  that  the  question  violates  the  First 
Amendment,  guarantees  of  freedom  of  speech,  press  and  assembly,  and 
the  Fourteenth  Amendment  of  the  United  States  Constitution,  as  well 
as  I  believe  it  is  Article  I,  Sections  9  and  10  of  the  California  Con- 
stitution. 

Mr.  IVIorrison :  Ask  the  witness  if  he  refuses  to  answer  on  those 
grounds. 

Senator  Dilworth:  Is  it  on  those  grounds  tliat  you  decline  to  answer? 

Witness:  Forgive  me,  I  know  nothing  about  this.  I  do  not  want  to 
be  in  contempt  of  anything.  He  will  help  me  keep  my  skirts  clean. 
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Mr.  Okrand:  May  I  consult  with  my  client  for  a  moment? 

Senator  Dilworth:  Certainly.  (Whereupon  the  witness  confers  with 
his  counsel.) 

Witness:  I  wonld  say  that  I  wonld  like  to  respectfully  decline  at  the 
present  time  to  answer  on  the  basis  of  the  statement  that  my  attorney 
here  has  made. 

Question:  Do  you  have  any  information  that  the  Communist  Party 
is  one  which  advocates  overthrow  of  the  government,  which  should  be 
listed  in  executing  a  loyalty  oath? 

Mr.  Okrand:  May  I  make  the  same  objection  on  the  same  grounds. 

Senator  Dilworth:  Did  you  ever  use  the  name  of  Martin  Lewis  as 
your  own  for  any  purpose? 

Mr.  Okrand:  May  I  make  the  same  objection. 

Mr.  Morrison :  Will  it  be  understood  every  time  you  make  the  ob- 
jection, your  client  is  refusing  definitely  to  answer? 

Mr.  Okrand:  As  my  client  indicates,  he  does  not  Avant  to  refuse  to 
answer  and  he  would  like  to,  I  suppose,  through  his  attorney  or 
through  him  make  plain  to  the  committee  his  reasons  for  not  wanting 
to  answer  the  questions,  not  refusing.  He  is  not  refusing  to  do  so. 

Mr.  Morrison :  Should  the  chairman  instruct  him  then 

Witness :  I  would  like  to 

Mr.  Okrand:  Just  a  moment.  Mr.  Morrison  is  asking  a  question. 

Mr.  Morrison :  I  would  like  for  purposes  which  we  both  understand, 
that  the  record  be  clear  on  the  proposition  of  whether  the  witness  is 
asking  the  chairman  to  voluntarily  relieve  him  of  the  obligation  or 
whether  he  is  refusing  to  answer  the  question. 

Mr.  Okrand :  Very  well  put,  Mr.  Morrison,  if  I  may  say  so.  I  would 
say  at  this  point  that  I  would  like  it  understood  that  the  witness  is 
asking  the  chair  to  relieve  him  of  the  obligation  of  answering  the  ques- 
tion. If  he  may  do  so  on  those  grounds  which  it  is  no  secret  that  I 
have  advised  him  of  his  constitutional  legal  grounds,  and  as  I  put  it, 
ask  the  chair  to  relieve  him  of  it. 

Senator  Dilworth:  I  believe  the  question  was:  "Did  you  ever  use 
the  name  of  Martin  Lewis  as  your  own  for  any  reason?" 

Is  it  the  pleasure  of  the  committeee  that  I  direct  the  witness  to 
answer  the  question  or  should  we  pass  on  to  another  question? 

Senator  Williams :  Mr.  Chairman,  is  it  agreed  by  the  witness  that 
his  counsel's  statement  is  also  his  statement? 

Senator  Dilworth:  He  has  not  answered  as  far  as  this  question  is 
concerned. 

Mr.  Okrand :  I  think  that  was  the  understanding.  Senator  Williams. 

Senator  Williams:  Yes,  but  I  would  like  to  ask  if  your  answer  is 
his  answer  or  something  to  that  effect  so  we  can  get  something  here. 
In  other  words,  you  are  making  the  statement  here  and  I  would  like 
to  have  the  witness  say  that  that  is  agreeable  to  him. 

Witness:  It  is  the  request  of  my  counsel  that  I  be  relieved  from 
answering  that  question  or  these  questions  and  it  is  in  line  with  what 
I  wish  to  say. 

Mr.  Morrison :  You  do  not  refuse  ? 

Witness :  I  do  not  refuse. 

Mr.  Okrand :  If  the  committee  wants  to  insist  on  it,  then  the  record 
should  be  clear. 
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Senator  Dilworth :  It  is  pertinent  to  our  inquiry  that  we  have  an 
answer  to  that  question. 

Mr.  Okrand :  I  wonder  if  I  may  request  what  the  pertinency  is  to 
the  mandate  of  the  committee  as  to  whether  this  witness  has  used 
whatever  the  name  was? 

Senator  Dihvorth :  Well,  naturally,  we  have  some  information  about 
Martin  Lewis  and  we  feel  that  an  employee  of  the  Los  Angeles  School 
District  is  in  a  responsible  position  where  he  is  custodian  of  impres- 
sionable young  people,  and  that  we  would  like  to  have  an  answer  to  the 
question. 

]\Ir.  Okrand :  I  do  not  want  to  be  unduly  long,  as  the  Senator  knows, 
but  I  am  reading  here  from  the  bottom  of  Page  1  of  the  document 
which  Mr.  IMorrison  gave  me,  and  it  states  that  tlic  purpose  of  this 
hearing  is  to  secure  from  the  working  teachers  information  concerning 
teacher  training-  and  the  factors  which  may  attract  persons  competent 
in  the  field  of  mathematics  and  the  physical  sciences  and  to  keep  them 
in  the  teaching  profession,  as  well  as  the  factors  which  may  prevent 
or  discourage  such  persons  from  entering  or  remaining  in  the  profes- 
sion. This  is  the  statement  which  apparently  Counsel  or  the  committee 
itself  has  stated  is  the  purpose  and  it  seems  to  me  with  all  due  respect 
that  that  question  as  to  whether  the  witness  used  a  name  does  not  fall 
within  the  purview  of  that  purpose. 

Senator  Dilworth :  There  is  only  one  purpose  stated. 

]Mr.  Morrison :  Under  the  Watkins  decision  you  are  entitled  to  know 
at  this  point  what  the  committee  considers  to  be  the  relevancy  of  this 
question  and  as  you  point  out,  the  statement  you  have,  as  you  said,  is 
the  purpose  of  the  committee  to  determine  factors  which  might  discour- 
age people  from  entering  the  teaching  profession  and  one  of  those  fac- 
tors is  the  loyalty  oath  and  has  been  mentioned  by  the  witness  and  would 
other  people  think  this  is  a  determining  factor.  This  will  be  put  before 
the  session  of  the  Legislature  to  see  whether  it  needs  to  be  removed  or 
not  and  this  would  depend  to  a  certain  extent  on  whether  the  per.son 
claiming  it  must  be  removed,  is  in  good  faith  in  a  position  to  ask  for 
its  removal  or  whether  he  perhaps  is  a  member  of  organizations  which 
might  desire  its  removal  for  purposes  other  than  having  any  connection 
with  teaching,  attracting  new  teachers. 

Mr.  Okrand :  I  follow  that. 

Mv.  Morrison :  This  is  the  reason  why  the  committee  feels  this  ques- 
tion is  pertinent.  You,  of  course,  have  advanced  other  reasons  why  he 
should  not  answer. 

Mr.  Okrand :  Let  me  just  say  this :  The  specific  question  which  is 
before  the  committee  is  whether  or  not  the  Avitness  has  used  another 
name. 

Now,  that  seems  to  me  that  it  does  not  fall  within  what  you  have 
suggested. 

Senator  Dilworth:  Does  the  witness  accept  counsel's  advice  in  that 
regard?  (Whereupon  the  witness  confers  with  his  counsel.) 

Witness:  May  I  ask  a  question? 

Senator  Dilworth :  Yes. 

Witness:  The  act  that  bears  your  name  which  is  in  effect  as  of  Octo- 
ber 3,  1945,  as  I  understand  this,  applies  to  teachers,  it  may  apply  to 
others,  I  don't  know.  Now,  this  question  you  are  asking  me,  are  you 


investioatiNg  committee  report  on  education  73 

reforrinji-  to  it  since  your  Act  went  into  cfTect,  not  into  effect,  but  the 
(late  at  which  it  has  effect,  and  that  is  October  3,  1945,  or  at  any  time? 

Mr.  Morrison:  Let  me  interrupt  this  so  we  will  have  all  the  cards  on 
the  table.  If  aro-nment  is  made  to  the  Lejjislature  that  the  loyalty  oath 
should  be  repealed,  the  Legislature  wants  to  know  whether  that  comes 
from  members  of  the  Communist  Party  or  from  citizens  generally.  It 
would  be  entitled,  I  think,  to  an  explanation.  Now,  the  committee 
frankly  has  information  whicli  would  indicale  that  the  witness  here 
used  that  name  as  a  member  of  the  Communist  Party.  To  this  extent 
now  a  foundation  is  laid.  I  will  inform  you  in  effect  what  will  be  added 
together  with  this  and  on  that  basis 

Mr.  Okrand:  I  appreciate  that  very  much,  Mr.  Morrison,  but  let  me 
make  this  statement  to  the  committee  and  I  will  ask  tlic  witness  to 
adopt  it. 

On  the  basis  of  what  INIr.  Morrison  has  stated,  may  I  say  that  the 
witness  will  answer  all  questions  the  committee  requires  of  him,  but 
he  will  (not)  answer  any  questions  back  to  (before)  the  date  of  the 
Dilworth  Act,  namely,  October  3,  1945.  He  feels  that  they  are  not 
pertinent,  these  political  questions  are  not  pertinent,  they  do  violate 
freedom  of  speech  and  assembly.  If  the  committee  wishes  to  ask  him 
political  questions  prior  to  the  October  3,  1945  date,  I  believe  the 
witness's  position  will  be  that  he  will  decline  to  answer  on  those 
grounds  as  well  as  on  the  basis  of  the  Fifth  Amendment,  as  well  as 
the  First  Amendment,  and  Article  I,  Sections  9  and  10  of  the  California 
Constitution.  He  again  respectfully  asks  that  he  be  not  required  to 
answer. 

Senator  Dilworth :  Does  the  committee  wish  me  to  direct  the  witness 
to  answer  or,  if  we  direct  him  to  answer  he  still  has  the  constitutional 
prerogative  to  request 

Senator  Williams :  Well,  let  him  stand  then,  if  he  wants  to,  on  the 
Fifth  and  Fourteenth  Amendments  or  whatever  it  is. 

Senator  Montgomery:  I  have  no  objection. 

Mr.  Okrand :  May  I  respectfully  ask  would  the  questions  be  put,  in 
the  light  of  what  I  have  stated,  so  that  we  won't  have  to  waste  any  time, 
since  October  3,  1945,  and  if  the  committee  is  interested  prior  thereto, 
we  will  have  it  clear. 

Senator  Dilworth :  Well,  may  I  restate  the  question  this  way : 

Have  you  used  the  name  of  Martin  Lewis  since  1945? 

Witness :  No. 

Question :  Did  you  use  that  name  before  the  1945  date? 

Senator  Williams :  Now  let  him  stand  on  that  amendment  or  what- 
ever you  stand  on.  (Whereupon  the  witness  confers  with  counsel.) 

Witness :  Well,  I  would  respectfully  decline  to  answer  on  the  grounds 
of  pertinency,  on  the  grounds  of  freedom  of  speech  and  the  constitu- 
tional amendments 

Mr.  Morrison :  The  First,  Fifth  and  Fourteenth. 

Mr.  Okrand:  The  California  Constitution  has  Article  I,  Sections  9 
and  10. 

Senator  Dilworth:  In  1938  someone  used  the  name  of to 

register  as  a  member  of  the  Communist  Party  for  the  purpose  of  voting 
here  in  this  city.  Was  that  yourself? 
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Witness :  I  have  to  decline  to  answer  tliat  on  the  same  grounds. 

Question  :  Did  j^ou  ever  resign  from  the  Party? 

Witness :  I  decline  to  answer  it. 

Question:  Did  you  attend  the  convention  of  the  Communist  Party 
at  the  Park  Manor  at  2200  West  Seventh  Street  December  16,  1945? 
(Whereupon  the  witness  confers  with  counsel.) 

Witness :  I  decline  to  answer  tliat  on  the  same  grounds. 

Senator  Dilworth :  Have  you  talked  to  or  been  contacted  by  mem- 
bers, tlie  officials  of  the  Communist  Party  during  the  period  from  Janu- 
ary 1,  1950,  to  date? 

Witness :  No,  sir. 

Senator  Dilworth:  Have  you  received  any  instructions  from  the 
Communist  Party  or  any  of  its  officials  or  functionaries  during  the 
period  from  January  1,  1950  to  date  ' 

Witness:  No,  sir. 

Question :  How  many  classes  do  you  teach  a  day? 

Witness :  Our  teaching  load  is  five  classes  a  day.  At  the  present  time 
I  have  three  full  classes  and  two  periods  that  I  work  in  the  counseling 
office. 

Question :  Have  you  any  suggestions  of  what  the  schools  can  do  to 
inspire  patriotism  in  our  youth  and  to  recreate  in  the  youth  of  this 
nation  a  willingness  to  serve  and  sacrifice? 

Witness :  I  do  not  believe  that  the  youngsters  have  to  be  inspired.  I 
believe  that  this  Country  is  great  enough,  the  things  the  Country  stands 
for.  Its  past  history  is  so  great  that  the  students  are  all  being  inspired 
to  greater  love  of  Country. 

Question :  The  commission  that  segregated  the  reports  on  the  prison- 
ers of  Avar  that  returned  has  filed  a  report  and  it  indicates  tliat  they 
are  convinced  that  one-third  of  them  were  not  even  loyal  to  their  fellow 
prisoners  and  did  not  help  their  fellow  prisoners  to  survive,  let  alone 
being  loyal  to  their  country  and  they  accepted  Communist  indoctrina- 
tion. It  has  never  happened  in  previous  wars. 

Witness :  This  last  statement  of  yours  I  do  not  know  anything  about. 
I  mean,  I  haven't  been  in  any  contact  here.  I  have  read  the  newspapers 
and  that's  about  all.  I  do  not  know  how  we  could,  the  only  way  I  can 
.see  to  indoctrinate  loyalty  is  by  more  education,  more  of  an  understaiul- 
iug  of  just  what  this  Country  is,  just  how  historically  this  Country  has 
developed  beyond  anything  that  ever  existed  in  man's  liistory.  Any 
specific  activities  we  can  take  to  indoctrinate  loyalty  1  really  do  not 
know. 

(Question  :  Have  you  ever  served  in  any  of  the  military  branches? 

Witness :  I  served  in  the  Navy. 

Question:  Approximately  what  dates.' 

Witness:  Well,  I  was  drafted  in  July,  1945,  and  was  released  in 
January  of  1946. 

Senator  Dilworth :  Has  the  committee  any  questions  ? 

Senator  Williams :  No,  no  questions. 

Senator  Montgomery:  I  would  like  to  ask  the  gentleman  one  ques- 
tion. 

He  says  that  people  are  refusing  to  go  into  the  teaching  profession 
because  of  the  discipline  in  the  rooms.  Is  it  a  fact  that  these  youngsters 
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don't  have  any  respect  for  their  parents,  each  other  or  property,  at  the 
present  time  ? 

Witness :  You  have  asked  me  a  very  deep  question  here.  Let  me  put 
it  this  way.  A  friend  of  mine  was  in  Europe  teaching  in  Holland  last 
year,  and  when  he  returned  T  asked  him  about  it.  ITe  said,  "When  I 
walked  into  the  room  with  the  teacher,  the  students  all  stood  up."  lie 
said,  "I  asked  them  about  discipline  and  they  didn't  understand  the 
question."  They  didn't  know  what  he  meant  by  discipline,  because 
they  had  nothing:  but  discipline  in  the  classroom.  I  feel  that  the  fault 
for  this  is  not  only  in  the  home.  I  feel  it  is  also  in  the  general  forms  of, 
well,  radio,  television,  movies,  newspapers,  and  so  forth,  and  there  does 
not  seem  to  be  given  a  sufficient  respect  for  education  here.  There 
should  be  more  of  a  feeling  that  no  place  in  the  world  has  such  broad 
general  education  been  available  at  any  time  in  man's  history.  I  mean, 
they  just  don't  realize  what  we  have  here.  There  has  to  be  something 
done  to  help  this  and  I  believe  that  this  would  help  keep  some  people 
in  education  and  it  would  bring  others  into  it.  This  is  probablj^  a  factor 
that  many  people  look  forward  to. 

I  remember  when  I  was  taking  my  work  in  college,  this  was  one  thing 
that  we  worried  about,  "Will  I  be  able  to  handle  the  class?"  It  is  a 
known  fact  that  kids  have  run  teachers  out  of  school  just  on  the  basis 
of  minor  misbehavior  in  the  class,  not  bringing  their  work  to  school  on 
time  or  not  doing  it  at  all,  or  even  going  to  the  point  of  using  bad 
language  or  physical  violence,  but  that  is  rather  rare. 

Senator  Montgomery :  Do  you  know  anything  about  elementary 
schools  ? 

Witness :  No,  sir. 

Senator  Montgomery :  It  seems  to  me  that  I  have  noticed  a  change 
from  about  the  end  of  the  third  grade.  The  youngsters  up  to  the  third 
grade  respect  their  teachers  and  they  respect  each  other,  but  when  they 
come  to  the  fourth  grade,  from  there  on  they  have  no  respect  for  the 
teachers. 

Witness:  I  have  noticed  this  particularly  with  these  bright  students. 
They  are  not  doing  nearly  as  well  in  school  as  we  expect  them  to.  In 
some  cases  they  are  doing  extremely  poorly  and  not  even  finishing 
school,  and  I  believe  that  some  of  the  fault  starts  right  here  at  this 
point.  Perhaps  because  these  bright  youngsters  are  not  challenged  suffi- 
ciently within  the  school  at  this  age.  They  finish  their  work,  for  exam- 
ple, they  finish  it  and  then  they  sit  back  and  look  around  and  have 
nothing  to  do  because  the  teacher  has  too  large  a  class,  in  my  opinion, 
to  be  able  to  work  with  youngsters  of  that  sort.  This,  I  believe,  is  one  of 
the  causes  that  we  are  not  taking  care  of  these  gifted  students  of  ours 
and  these  are  the  ones  that  are  hoped  for  in  our  scientific  developments 
in  America.  There  is  too  much  waste  to  this  point  and  I  think  this  may 
effect  discipline  to  some  extent. 

Senator  Montgomery :  I  am  through. 
Senator  Williams :  No  questions. 

Senator  Dilworth:  Thank  you  very  much.  You  will  be  excused  and 
may  leave  the  hearing  room. 

The  seventh  witness,  having  been  first  duly  sworn,  testified  as 
follows : 
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Senator  Dilwortli :  "What  is  jour  occupation? 

Witness :  School  teacher. 

Question :  Should  the  Legislature  seek  means  to  inspire  more  younp: 
people  to  voluntarily  take  science  and  math  courses  in  view  of  the 
present  situation? 

Witness:  Should  they  inspire  them  to  do  so?  Yes.  I  certainly  think  so. 
Question  :  We  have  to  find  some  method 

Mr.  Okrand  :  ]\Iay  I  just  interrupt  for  just  a  moment  so  that 

may  read  the  opening  statement. 

Senator  Dilworth :  Certainlj'.  (Witness  and  his  counsel  peruse  the 
opening  statement  handed  to  them  by  the  committee.) 

Senator  Dihvorth :  AVhat  factors  other  than  salary  are  important  in 
formulating  a  program  which  will  attract  persons  competent  in  mathe- 
matics and  the  physical  sciences  to  the  teaching  profession? 

Witness:  Other  than  salaiy,  you  say? 

Question :  Well,  we  know  that  is  always  important,  but  our  money 
is  limited.  What  else  can  we  do? 

Witness:  I  think  it  is  a  very  broad  problem.  I  think  one  thing  that 
has  to  be  done  is  an  atmosphere  has  to  be  created,  of  course,  it  has  to 
start  on  a  small  scale,  but  an  atmosphere  has  to  be  created  where 
young  people  view  intellectual  fields,  such  as  science  and  mathematics, 
with  a  sincere  desire  to  get  into  these  fields  rather  than  what  I  detect 
among  many  of  those  students  as  sort  of  a  mild  contempt  for  things 
which  they  consider  too  intellectual.  Many  students  are  not  serious 
enough  in  their  approach  to  studies.  They  don't  see  the  need  for  it. 

Question :  Have  you  any  idea  where  that  attitude  comes  from,  where 
do  they  get  it? 

Witness:  I  couldn't  really  say.  I  think  that  in  some  cases  the  home 
life  of  the  children  is  a  little  bit  too  lenient,  but  this  is  my  own  a.ssump- 
tion.  In  some  cases  I  think  it  is  just  the  general  feeling  that  teenagers 
today  have  little  or  more  freedom  all  along  the  line  (than)  when  I  was 
a  young.ster  or  even  further  back,  the  generation  before  me. 

Question:  How  long  have  you  been  teaching? 

Witness:  I  am  just  a  novice,  I  have  to  admit.  I  have  been  teaching 
two  months. 

Question :  Can  you  tell  the  committee  what  factors  you  considered 
before  making  up  your  mind  to  be  a  teacher? 

Witness:  Well,  I  have  been  training  many,  many  years.  I  am  a  work- 
ing man  actually  and,  of  course,  going  to  school  part-time  and  working 
full-time  and  raising  a  family  it  has  been  very  difficult,  but  I  have 
always  felt  a  sincere  desire  to  get  into  a  creative  field  where  I  could  do 
something  important.  I  feel  teaching  is  very  important. 

Question :  Was  that  the  most  important  factor  in  your  making  this 
decision  ? 

Witness:  I  think  so.  I  think  that  was  one  of  the  most  important 
factors.  I  have  wanted  to  be  a  teacher  since  I  can  remember.  I  think 
since  I  was  20  years  old  I  always  felt  somehow  that  T  would  be  a 
teacher. 

Question  :  Would  you  make  the  decision  today  again  on  the  same 
basis? 

Witness:  Today? 
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Question :  Yes.  If  you  had  to  do  it  over,  would  you  do  the  same  today  ? 

Witness:  Oh,,  yes,  I  think  so.  I  think  I  wouldn't  have  wasted  quite  so 
many  years.  I  wouldn't  have  wasted  so  much  time  and  so  many  years. 
I  hope  to  go  for  my  master's  degree  and  I  certainly  would  have  finished 
it  before  now  if  I  had  the  opportunity. 

Question:  Are  there  any  conditions  other  than  salary  which  are 
influencing  people  against  becoming  teachers? 

Witness:  Well,  it  is  related  to  salary,  but  I  think  there  are  other 
conditions.  I  don't  think  that  the  teaching  profession  holds  enough 
prestige  as  such.  Now,  of  course,  salary  accounts  in  part  for  the  low 
prestige,  but  I  think  that  generally  speaking  I  sense  among  my  stu- 
dents and  students  on  the  campus  that  a  teacher  is  not  a  person  held 
in  great  esteem  and  great  awe.  He  is  not  considered  on  the  same  level  as 
a  Legislator  or  a  physician  or  wealthy  doctor  or 

Question :  They  do  not  feel  any  awe  toward  the  members  of  the  Leg- 
islature. 

Witness :  I  think  one  thing  that  would  help  very  much  if  we  could 
create  in  this  country  that  the  teacher  in  the  community  is  an  important 
person  and  due  respect  by  the  students  and  so  on.  I  think  this  is  im- 
portant. Of  course,  money  is  one  way  of  achieving  it.  I  am  sure  if  my 
students  knew  that  I  was  making  $10,000  or  $12,000  a  year  they  would 
be  a  bit  more  respectful  than  they  are  now. 

Senator  Williams :  Do  you  think  that  the  money  is  the  measure  of  the 
man  and  not  the  mind? 

Witness :  No.  I  don 't.  I  think  it  just  happens  that  money  is  one  way 
of  achieving  prestige.  For  instance,  I  heard  the  President's  State  of  the 
Union  Message  this  morning  that  if  the  government  begins  to  make  an 
increased  emphasis  on  the  need  for  scientists  and  intellectualism  then 
this  is  going  to  seep  down  and  the  children  are  going  to  look  up  to 
the  people  who  have  a  role  in  this  thing  in  the  science  profession  and 
mathematics  and  engineers  and  so  on. 

Senator  Williams:  At  least  they  admire  you  more  if  you  drive  a 
Cadillac. 

Witness :  That  is  what  I  mean,  this  is  also  part  of  it. 

Mr.  Okrand :  I  was  going  to  say  if  I  might,  a  moment  ago  when  the 
Senator  said  that  they  do  not  hold  Legislators  in  awe,  I  was  going  to 
say  that  those  people  who  know  how  hard  our  Legislators  work  hold 
them  in  awe. 

Senator  Dilworth :  You  signed  a  loyalty  oath  I  believe,  at  the  time  of 
your  employment? 

Witness:  Yes. 

Question:  The  oath  requires  you  to  list  any  organizations  to  which 
you  belonged  in  the  preceding  five  years  which  advocated  the  forceful 
overthrow  of  the  government.  Did  you  list  any  such  organizations  ? 

Mr.  Okrand:  At  this  time  may  it  please  the  committee,  I  make  the 
same  objection,  that  that  question  does  not  appear  to  be  pertinent 
within  the  mandate  of  the  resolution  establishing  the  committee,  nor 
within  the  purpose  as  stated  by  the  committee  in  the  opening  statement 
which  has  been  handed  to  me.  In  addition  to  which  the  question  vio- 
lates the  witness's  right  to  his  freedom  of  speech,  press  and  assembly 
and  association  within  the  First  and  Fourteenth  Amendment  of  the 
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United  States  Constitution  and  Article  I,  Sections  9  and  10  of  the  Cali- 
fornia Constitution. 

The  pertinency  of  the  question  requiring  him  to  ansAver  it  would 
violate  the  due  process  clause  of  the  federal  and  state  constitutions 
and  on  those  grounds  I  will  ask  that  the  witness  not  be  required  to 
answer  the  question. 

Senator  Dilworth :  What  is  the  pleasure  of  the  committee?  Shall  I 
insist  on  an  answer? 

Senator  Williams:  Are  you  going  to  divide  the  question  as  you  did 
for  the  other  Avitnesses  as  to  dates? 

Mr.  Morrison :  Not  to  this  one. 

Senator  Dilworth:  This  one  is  not  involved  in  that  particular  ques- 
tion. We  have  not  any  information  back  before  the  1945  date  in  this 
ease. 

Senator  Williams :  Ask  the  witness  to  answer.  If  he  says  that  he  does 
not  want  to  answer  on  the  grounds  that  his  counsel  has  just  stii)ulated, 
why,  that  is  all  right. 

Senator  Montgomery:  That  is  all  right. 

Senator  Williams :  Is  that  all  right  with  you,  Mr.  Witness  ? 

Witness :  I  am  acting  under  advice  of  counsel. 

Mr.  Okrand :  May  I  just  ask  one  (luestion.  I  believe  Mr.  Morrison 
indicated  quite  properly  that  under  the  Watkins  case  we  are  entitled 
to  know  the  pertinency  of  the  question  and  as  in  the  case  of  the  other 
witnesses  he  tried  to  explain  or  did  explain.  May  Ave  have  that  explana- 
tion at  this  time  with  regard  to  that  question. 

Mr.  Morrison:  Can  we  regard  the  same  explanation  in  this  case?  It  is 
the  same  sequence  of  the  question,  the  same  principle  is  involved,  the 
same  purpose  being  primarily  directed  to  Avhether  the  loyalty  oath  does 
in  effect  keep  people  out  of  the  teaching  profession  Avho  should  be 
attracted  to  it. 

Mr.  Okrand:  Thank  you,  Mr.  Morrison. 

Does  the  committee  with  regard  to  the  other  witness — ^you  described 
that  the  committee  had  certain  information  Avhich  Avas  the  basis  of  this 
question. 

Senator  Dihvorth :  Obviously  Ave  have  some  information  here,  but, 
of  course,  it  is  different. 

Mr.  Okrand :  Yes,  but  Ave  were  specifically  told  Avhat  the  information 
Avas  in  the  last  one.  Is  there  similar — 

Mr.  Morrison:  So  far  this  question  is  purely  Avhether  or  not  the 
oath  was  signed  and  whether  any  exceptions  were  listed.  This  I  think 
is  not  the  same  means  for  laying  a  foundation  as  there  Avas  Avith  respect 
to  whether  a  man  used  a  specific  name. 

Mr.  Okrand :  iMay  I  have  just  a  moment. 

Senator  Dihvorth :  Surely.  If  that  oath  is  a  public  record,  I  do  not 
see  AA'hy  a  Avitness  Avoiild  refuse  to  ansAver  if  he  signed  the  oath,  and 
I  assume  that  it  is  a  public  record  if  it  is  in  the  School  Board's  property. 

Mr.  Morrison :  The  committee  could  get  it,  but  I  don 't  knoAv  if  it  is 
public  or  if  anyone  can  Avalk  in  off  the  street. 

Senator  Dihvorth :  But  the  committee  can  subpoena  it. 

Mr.  Okrand:  Yes,  that  Avas  one  of  my  points.  If  it  is  a  matter  of 
public  record,  then,  of  course,  the  committee  has  the  information. 

]\Ir.  Morrison :  They  could  get  it. 
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Senator  Williams:  The  committee  can  p:et  the  information  if  it  is  a 
public  record,  so  why  not  answer  it?  I  do  not  see  anything  wrong  with 
that.  You  can  stand  on  the  First,  Fifth  and  Fourteenth  Amendments. 

Witness :  Gentlemen,  on  the  advice  of  counsel  I  have  been  told  to 
decline  to  answer  the  question  on  the  grounds  of  the  provisions  in  the 
First,  Fifth  and  Fourteenth  Amendments  of  the  Constitution.  I  believe 
the  question  is  a  matter  of  public  record. 

Senator  Montgomery:  May  I  recjuest  the  reporter  to  state  just 
exactly  the  question  he  is  declining  to  answer;  was  it  the  question  of 
whether  he  signed  a  loyalty  oath  when  he  accepted  employment? 

Senator  Dilworth :  Whether  he  listed  any  exceptions. 

Senator  Montgomery :  He  ought  to  be  able  to  answer  that. 

Witness :  It  is  a  matter  of  public  record  and  I  am  just  acting  on 
advice  of  counsel.  As  I  say,  it  is  a  matter  of  record.  It  is  available  to 
the  committee. 

Senator  Williams:  It  would  just  save  the  committee's  time.  If  you 
want  to  answer  it,  all  right ;  if  you  do  not  want  to  answer  it,  all  right. 

Senator  Dilworth :  Have  you  ever  lived  in New  York  ? 

Witness:  Just  a  moment,  sir.  (Whereupon  the  witness  confers  with 
his  counsel.) 

Witness:  Yes. 

Senator  Dilworth :  Could  you  tell  us  about  when  ? 

Witness :  Approximately  four  and  a  half  to  five  years  ago.  I  am  not 
sure  of  the  dates,  it  is  somewhere  I  would  say  four  to  five  years  ago, 
roughly. 

Question :  You  left  then  about  four  years  ago  ? 

Witness :  Yes. 

Question:  For  what  destination? 

Witness:  For  California,  Los  Angeles. 

Senator  Dilworth :  Is  it  a  fact  that  you  were  a  member  of  the  Com- 
munist Party  prior  to  1955  and  transferred  officially  to  the  Los  Angeles 
County  Communist  Party  during  the  latter  part  of  1954. 

Witness :  I  have  to  decline  to  answer  that  question  upon  advice  of 
counsel  on  the  grounds  of  the  First,  the  Fifth  and  the  Fourteenth 
Amendments,  and  the  same  grounds  as  previously  stated. 

Senator  Dilworth :  How  many  classes  do  you  teach  in  a  day  ? 

Witness :  Five  periods. 

Question :  How  many  pupils  are  there  in  these  five  periods,  each,  or 
by  total,  approximately  ? 

Witness :  Well,  approximately  25  in  each  class,  so  that  would  be 

Senator  Dilworth :  One  hundred  twenty  to 

Witness :  One  hundred  twenty  to  130,  along  those  lines. 

Senator  Williams:  Let  me  ask  just  one  question.  That  last  question 
was  how  many  he  teaches  a  day  and  he  said  120  to  130?  Is  that  a  new 
school,  is  that  why  you  do  not  teach  so  many  ? 

Witness :  Well,  shop  classes  generally  run  smaller. 

Senator  Williams:  That's  right,  you  can  only  handle  so  many  at  a 
time. 

Witness :  Twenty  to  23  is  about  an  average  for  the  two  shop  classes. 

Senator  Dilworth :  Has  the  committee  any  further  questions  ? 

Senator  Williams :  No  questions. 

Senator  Montgomery :  No  questions. 
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Senator  Dihvortli :  Witli  that,  yon  are  excused. 

Mr.  Okraiul :  May  I  just  make  one  statement.  Senator,  with  regard  to 
some  previous  questions  that  were  asked  by  the  committee.  May  I  say 
that  my  understanding-  is  that  if  the  committee  wishes  to  ask  any  ques- 
tions of  the  witnesses  about  the  present  membership  of  any  type  tliat  I 
understand  the  witness  will  be  willing  to  answer  if  the  committee  is 
interested. 

Senator  Dilworth  :  If  the  witness  wants  to  make  a  statement,  why,  he 
is  at  liberty  to  do  so. 

Mr.  Okrand  :  I  do  not  think  the  witness  wants  to  make  a  statement, 
but  if  the  committee  is  interested  in  the  present,  why,  then,  he  would 
answer.  I  just  did  not  want  to  leave  the  impression  that  the  witness 
would  not  answer  questions  as  to  the  pi-esent. 

Senator  Williams:  I  suppose  what  lie  had  in  mind  was  that  at  one 
time  he  might  have  been  affiliated  with  the  Communist  Party  and  now 
he  isn't,  I  guess,  since  the  oath.  IMaybe  he  isn't.  T  don't  know.  Maybe  he 
wants  to  get  this  time  element  in  the  picture. 

Senator  Dilworth:  I  have  given  him  the  opportunity  to  make  a  state- 
ment. "We  have  no  further  questions;  3'ou  are  excused. 

Witness  :  Thank  you  very  much. 

The  next  witness  having  been  first  duly  sworn,  testified  as  follows : 

Senator  Dilworth:  What  is  your  occupation? 

Witness:  I  am  a  teacher,  an  elementary  teacher. 

Question:  What  academic  degrees  do  you  hold? 

Witness :  I  have  a  general  elementary  credential  and  I  have  gradu- 
ated from  State  College. 

Question  :  Which  State  College  ? 

Witness:  California  State  College. 

Question  :    AVe  have  ten. 

Witness:  Well,  the  State  College  here  in  Los  Angeles. 

Question :  What  subject  did  you  major  in  in  college? 

Witness :  Education. 

Question :  What  were  the  factors  that  you  considered  before  making 
up  your  mind  to  be  a  teacher?  What  induced  you  to  take  up  teaching? 
We  are  very  much  concerned  about  finding  more  teachers  and  we  would 
like  to  ascertain,  if  we  can,  what  persuades  our  teachers  to  be  teachers. 

Mr.  Okrand:  May  I  show  the  opening  statement  to  (the  witness)  so 
she  can  perhaps  get  an  idea  of  what  the  committee  is  perhaps  inter- 
ested in  ? 

Senator  Dilworth  :  Yes.  (Whereupon  the  witness  peruses  the  opening 
statement). 

Question:  1  asked  the  question  about  what  persuaded  you  to  be  a 
teacher? 

Witness:  Well,  I  always  wanted  to  teach  school  as  a  child.  I  enjoyed 
school  and  I  chose  that  profession  for  that  reason  and  T  like  teaching. 
I  like  to  help  children. 


INVESTIGATING   COMMITTEE  REPORT  ON   EDUCATION  8] 

Question :  You  must  liave  had  a  good  teacher  yourself. 

Witness :  I  think  I  had  many  good  teacliers. 

Question:  Would  you  make  I  he  same  decision  today  after  these  years 
of  experience  1 

Witness:  Yes,  I  would  very  definitely. 

Question :  Have  j^ou  any  comments  on  the  action  of  the  Legislature  in 
leaving  a  large  measure  of  the  control  in  the  hands  of  the  local  districts? 

Witness:  Yes.  I  think  that  is  probably  tlie  thing. 

Question  :  By  way  of  explanation,  the  bill  in  1957,  this  past  year,  that 
increased  the  state  support  of  schools  was  referred  to  a  subcommittee 
in  which  two  members  of  this  committee  were  participating.  We  had  to 
make  decisions  about  state  support  and  the  bill  that  we  recommended 
added  $36,000,000  to  the  state  support  of  schools. 

Now,  we  would  like  to  know  something  about  the  extent  and  with 
what  uniformity  that  is  coming  down  through  to  the  teacher  level  and, 
would  you  mind  telling  us  approximately  what  your  present  salary  is? 

Witness :  I  think  it  is  a  little— $6,010. 

Question :  What  difference  is  it  now  from  a  year  ago  before  that  bill 
was  passed? 

Witness:  I  think  I  have — I  don't  remember  exactly  what  my  raise 
was,  but  I  think  it  was  around  $500. 

Question:  Previous  to  the  constitutional  amendment  of  1952,  which 
became  effective  in  July,  1953,  by  Senate  Bill  No.  731,  that  would  be  five 
years  ago.  Five  years  ago  and  previous  to  that  time,  do  you  remember 
approximatel}"  what  your  salary  was  ? 

Witness:  You  kno■v\^  I  started  at  $1,900  and  each  year  it  has  in- 
creased, and  I  believe  one  year  the  increase — that  would  be  at  that 
time,  was  quite  a  bit  better.  It  went  up  several  hundred  dollars. 

Question :  It  should  have. 

Witness:  And  I  don't  remember  exactly. 

Question:  Is  your  present  salary  a  fair  compensation  for  your  work? 

Witness :  I  don 't  feel  that  it  is. 

Question :  Could  you  suggest  what  would  be  a  fair  compensation  for 
the  w^ork  of  a  trained  teacher  ? 

Witness:  Well,  I  think  that may  I  put  it  another  way? 

Question :  Surely. 

Witness :  T  feel  this  way,  that  a  teacher,  as  other  professional  person- 
nel, should  be  free  to  give  her  time  entirely  to  teaching  and  that  is 
not  true,  not  with  the  teaching  profession. 

The  teachers  that  I  know  do  their  own  housework,  their  own  family 
work,  their  own  laundry  and  they  teach  besides.  In  other  words,  we 
carry  what  might  be  considered  at  least  a  job  and  a  half.  The  men 
that  I  know  that  are  in  the  teaching  profession  teach  in  the  summer- 
time or  get  a  job  in  the  summertime  or  take  a  night  job  to  supplement 
the  expenses  of  their  family.  Of  course,  in  many  cases  where  both  the 
husband  and  the  wife  work,  then  women  are  more  contented  with  their 
salaries  or  the  family  is  more  contented  with  their  salary,  as  it  takes 
two  people  to  earn  a  living,  and  I  think  for  a  teacher  that  is  very 
wrong,  because  teachers  would  give  much  better  time  and  much  better 
effort  to  their  work  if  they  were  compensated  more  liberally. 

Question:  Have  you  taken  time  to  inform  yourself  on  your  benefits 
under  the  teachers '  retirement  law  ? 
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Witness:  Somewhat.  There  was  a  meeting  last  night  that  went  into 
this  in  detail,  which  I  missed,  but  our  school  is  very  conscious  of  this 
and  called  this  meeting  especially  and  urged  us  to  attend  in  order  that 
we  might  be  better  informed  and  know  exactly  what  our  benefits 
would  be. 

Question :  Do  you  Imow  of  any  employment  open  to  you  which  w^ould 
ojffer  comparable  or  better  retirement  benefits? 

"Witness:  No,  I  don't  know  that.  I  do  know  that  when  a  teacher, 
though,  I  believe  that  a  teacher  as  in  my  position  that  has  only  been 
teaching  now  in  public  schools  or  w^ill  retire  before  she  has  taught  20 
or  25  years,  as  I  will,  will  not  receive  a  full  retirement  benefit. 

Question :  That 's  right. 

Witness :  In  other  words,  she  will  have  to  plan  to  supplement  her 
living  or  cut  down  her  standard  of  living.  I  don 't  know  what  my  retire- 
ment wull  be.  I  would  have  liked  to  have  found  out,  but  it  was  impossi- 
ble for  me  to  attend  this  meeting. 

Question:  Of  course,  those  retirement  bills  have  been  handled  by  a 
member  of  this  committee  and  they  are  very  troublesome,  indeed,  be- 
cause thej^  are  very  costl3\ 

Witness :  I  w^ould  imagine  so.  Then  it  seems may  I  add  some- 
thing ? 

Question :  Surely. 

Witness :  I  was  wondering  about  this.  It  seems  most  unfair  and  they 
were  discussing  that  if  a  teacher  has  paid  into  her  retirement  fund  as 
some  of  us  are  doing  now  all  during  this  period  of  teaching,  and  then 
the  teacher  doesn  't  live  to  enjoy  her  retirement,  if  she  passes  away  and 
leaves  a  dependent,  that  dependent  does  not  receive  full  benefits.  I 
believe  there  isn't  a  full  benefit  for  the  survivor  under  our  present 
law. 

Question :  Are  you  referring  to  a  spouse,  a  husband  or  wife  ? 

Witness :  Yes,  a  husband. 

Question :  We  have  the  bill  on  that  subject  but  it  failed  to  become  a 
law,  and  that  is  one  problem  that  is  taking  a  great  deal  of  our  time,  but 
I  don't  know  what  the  outcome  will  be,  but  we  are  conscious  of  that 
problem. 

Have  you  observed  the  operation  of  the  teacher  tenure  laws,  the 
security  of  their  position? 

Witness:  Well,  yes. 

Question:  Do  you  think  they  are  satisfactory  to  the  teachers? 

Witness :  Yes,  I  think  teachers  want  to  be  on  tenure. 

Question :  Do  the  parents  and  the  patrons  of  the  school  feel  they  are 
satisfied  with  their  teachers  or  have  you  heard  any  objections? 

Witness:  I  haven't  heard  any  discussion  of  that  *  *  *  in  my  par- 
ticular experience,  parents  are  very  well  satisfied  with  their  teachers. 

Question :  From  time  to  time  we  have  supplemented  tlie  provisions 
for  sick  leave  for  teachers.  How  is  that  operating  now? 

Witness:  Well,  in  our  school  now  I  believe  it  accumidates  and  tliat 
the  teachers  then  have  a  benefit  if  they  are  so  seriously  ill  and  have  to 
be  out  as  long  as  necessary.  It  seems  to  me  that  that  is  a  very  fine 
thing.  There  has  been  some  feeling  that  if  a  teacher  never  were  out 
and  is  well  all  the  time  that  she  shouldn't  have  lost  all  those  benefits, 
possibly  should  have  received  a  bonus,  but  I  don't  know. 
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Question:  She  is  very  lucky. 

Witness:  I  should  think  so,  I  am  contented  with  that. 

Senator  Dilworth :  Do  you  have  knowledg-e  of  conditions  other  than 
the  salary  scale  which  are  such  as  to  influence  people  against  becoming 
teachers?  Can  you  suggest  to  us  some  things  tliat  prevent  people  from 
becoming  teachers  who  would  be  desii-able  teachers? 

Witness:  Oh,  yes.  One  and  the  most  important  one  is  salary.  I  have 
sons  that  would  very  much  like  to  teach  and  they  feel  that  they  cannot 
afford  to  go  into  teaching.  Now,  they  are  making  more  money  right 
out  of  college,  and  even  before  they  are  out  of  college  than  I  have 
after  13  years. 

Question:  What  are  some  of  the  other  things  in  addition  to  salary? 

Witness:  Well,  of  course,  many  people 1  do  not  believe  there  are 

so  man,y  other  things  for  people  that  want  to  teach  tliat  are  interested 
in  children. 

Question :  Are  your  textbooks  satisfactory  that  you  have  to  use  ? 

Witness :  Yes,  and  that  is  a  hard  question  just  to  say  a  complete  yes 
on. 

Question :  Have  you  observed  any  unnecessary  restrictions  on  the 
political  activity  of  teachers? 

Witness :  I  have  read  of  it,  I  have  thought  about  it,  yes. 

Question:  Do  you  feel  that  you  have  been  restricted  unnecessarily? 

Witness:  No. 

Question :  Have  you  been  asked  for  political  contributions  hy  teacher 
organizations  or  groups,  that  is,  contributions  to  be  used  for  or  against 
candidates  in  an  election,  sometimes  school  board  elections? 

Witness:  No,  never. 

Question :  Do  you  have  much  in  the  way  of  interruptions  in  your 
classroom,  outside  interruptions  disturbing  the  class? 

Witness :  No,  I  haven 't.  Aside  from  the  noise  from  the  movement  of 
people  through  the  building  and  that  sort  of  thing,  but  people  coming 
in  the  room  in  our  system  we  do  not.  We  used  to  have  interruptions 
quite  frequently,  there  were  a  number  of  trivial  interruptions  of 
various  kinds,  but  that  has  been  stopped.  Under  our  principal  now, 
why,  we  are  never  disturbed  or  interrupted. 

Question:  Do  the  teachers  find  that  they  have  unnecessary  assign- 
ments to  attend  or  supervise  student  games  or  student  parties  or 
dances? 

Witness:  Of  course,  I  don't  teach  a  division  where  teachers  would 
be  called  upon  to  do  that. 

Question:  I  see,  you  are  in  the  third  grade. 

Witness:  Yes. 

Question:  From  time  to  time  there  are  objections  made  to  the  loyalty 
oath  that  is  required  by  the  California  Constitution.  Does  this  inter- 
fere with  the  coming  of  desirable  people  into  the  teaching  profession? 

Witness:  I  do  not  know  whether  it  does  or  not. 

Question :  You  signed  a  loyalty  oath,  I  presume,  about  1952  or  1953  ? 
I  do  not  remember  the  exact  date. 

Witness:  I  have  signed  such  an  oath,  I  don't  remember  the  date. 

Question:  The  oath  required  the  affiant  to  list  any  organizations  to 
which  he  had  belonged  which  advocated  the  violent  overthrow  of  the 
government  during  the  preceding  five  years. 
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Do  3-011  recall  if  you  listed  any  such  organizations? 

Mr.  Okrand :  May  it  please  the  committee.  At  this  time  may  I  inquire 
as  to  the  pertinency  of  this  question,  to  the  legislative  purpose  which 
is  before  this  committee  as  outlined  under  Tiesolntion  No.  781  of  the 
1957  Legislature  or  in  the  opening  statenuMit  tliat  lias  been  handed  to 
us. 

Mr.  ]\Iorrison :  The  pertinency  would  be  that  the  committee  will  be 
considering  the  question  in  this  session  and  the  next  session  as  to 
whether  the  loyalty  oath  is  an  impediment  to  the  teachers'  recruitment. 
The  number  of  people  who  are  impeded  from  becoming  teachers  may 
be  to  a  certain  extent  commented  upon.  A  number  of  people  have 
registered  reluctance  as  to  the  signing  of  the  loyalty  oath  and  it  may 
develop  that  these  people  are  connected  with  organizations  which  advo- 
cate the  overthrow'  of  the  government,  and  along  these  grounds  the 
committee  feels  these  questions  are  pertinent. 

Mr.  Okrand:  As  to  this  witness  the  question  does  not  have  the  re- 
quired pertinency  within  the  standards  set  forth  in  the  Watkins  and 
the  Sweazy  cases,  because  this  witness,  if  I  recollect  or  recall  her  testi- 
mony, stated  that  she  did  not  know  as  to  whether  or  not  the  oath  had 
any  efifect  on  the  recruitment  of  teachers,  so  I  fail  to  see  how,  whether 
or  not  she  put  in  any  exceptions,  would  have  any  pertinency  to  the 
information  desired  by  this  committee  within  its  legislative  purpose. 

If  I  am  correct  in  that,  perhaps  I  would  ask  that  the  committee • 

Mr.  Morrison :  All  I  can  say  to  that,  as  just  between  lawyers,  you 
know  that  pertinency  is  a  matter  of  judgment  as  to  whether  a  par- 
ticular question  has  a  reasonable  relationship  to  a  particular  issue. 
This  is  a  manner  initially  for  the  committee  to  determine  and  the 
committee  has  made  its  determination  in  its  judginent  that  it  is  per- 
tinent. 

Mr.  Okrand :  May  I  just  request  the  committee  that  it  withdraw  the 
question,  hoping  that  my  argument  as  to  pertinency  has  been  accepted, 
and  make  that  request  for  the  witness. 

Senator  "Williams :  Let  the  witness  answer  the  question  or  else  stand 
on  one  of  the  sections  of  the  amendments.  If  she  doesn't  want  to  answer 
the  question,  let  her  state  she  doesn't  want  to  answer  it. 

Senator  Dilworth :  I  believe  that  counsel  will  advise  her  that  her 
grounds  for  refusing  to  answer  will  be  the  Sweazy  case  rather  than 
the  Constitution,  is  that  true? 

Mr.  Okrand :  Well,  the  Sweazy  case  interprets  the  Constitution.  The 
Sweazy  and  the  Watkins  case  interpret  it. 

Senator  Dilworth :  I  would  like  to  have  the  witness  state  that  she 
Avill  or  will  not  answer  and  if  she  will  not  answer,  I  would  like  to  have 
her  state  that  she  accepts  counsel's  advice  on  the  matter  and  relies 
on  the  authorities  that  you  have  cited. 

Mr.  Okrand:  Would  you  repeat  the  question?  T  think  the  question 
was  whether  she  listed  any  exceptions. 

Senator  Dilworth :  Yes. 

^Ir.  Okrand  :  In  the  loyalty  oath. 

Witness:  No,  I  didn't. 

Senator  Dilworth:  You  did  not  list  any  exceptions? 

Witness:  No. 


INVESTIGATING   COMMITTEE  REPORT  ON  EDUCATION  85 

Question:  Have  you  ever  read  the  works  of  Marx  and  Lenin? 

Mr.  Okrand :  I  object  to  the  question,  if  I  may,  at  this  time,  on  the 
grounds  of  pertinency  as  well  as  the  freedom  of,  I  suppose  this  would 
be,  the  counterpart  of  the  freedom  of  the  press,  the  right  to  read  and 
speech,  guarantees  of  the  First  and  Fourteenth  Amendments  of  the 
United  States  Constitution,  as  Avell  as  the  comparable  provisions  of 
the  State  Constitution,  which  I  believe  is  Article  I,  Sections  9  and  K). 

I  would  ask  the  committee  not  to  require  her  to  answer. 

Senator  Dilworth :  You  choose  not  to  answer,  do  you  ?  I  do  not  want 
to  make  an  issue  of  it.  There  are  one  or  two  questions  here  that  we 
must  insist  on  an  answer,  but  I  want  to  be  sure  that  the  witness  is 
accepting  your  advice  and  that  she  of  herself  chooses  not  to  answer. 
(Whereupon  the  witness  confers  with  counsel.) 

Witness :  May  I  ask  the  committee  not  to  require  me  to  answer. 

Senator  Dilworth:  If  it  is  agreeable  with  the  committee. 

Senator  Montgomery :  It  is  all  right  with  me. 

Senator  Williams :  All  right. 

Senator  Dilworth :  Now,  then,  I  do  think  that  the  question  is  one 
that  we  should  have  an  answer  to. 

You  are  an  employee  of  the  school  district,  you  have  the  custody  and 
training  of  children  in  very  impressionable  years.  Have  you  ever  used 
the  name  of  Elenor  Adams  as  your  own  for  any  purpose  ? 

Mr.  Okrand :  Excuse  me  at  this  time,  may  it  please  the  committee,  I 
will  object  on  the  grounds  of  pertinency  as  well  as  on  the  First  Amend- 
ment and  the  Fourteenth,  and  Article  I,  Sections  9  and  10  of  the  Cali- 
fornia Constitution,  and  I  will  nial^e  this  further  statement  to  the 
committee  that  with  regard  to  these  political  questions,  as  I  understand 
it,  the  witness  will  answer  any  questions  subsequent  to  the  effective  date 
of  the  Dilworth  Act,  namely,  October  3,  1945,  and  I  will  request  that  if 
the  committee  does  insist  on  an  answer  to  such  type  of  questions  that 
they  be  divided. 

Senator  Dilworth :  Have  you  used  the  name  Elenor  Adams  for  any 
purpose  as  your  own  since  the  1945  date  ? 

Witness :  I  have  not. 

Senator  Dilworth :  Did  you  use  the  name  Elenor  Adams  for  any 
purpose  before  that  time?  (Whereupon  the  witness  confers  with 
counsel.) 

W^itness :  May  I  decline  to  answer  that  on  the  grounds  of  pertinency 
and  the  right  of  freedom  of  speech,  assembly  and  association. 

Senator  Dilworth :  I  did  not  hear  that  last. 

Witness:  And  association,  and  on  the  Fifth  Amendment. 

Senator  Dilworth :  Yes,  you  certainly  have  that  right  under  the  Fifth 
Amendment. 

Mr.  Okrand :  Mav  I  refresh  my  memory,  was  that  before  October  3, 
1945. 

Senator  Dilworth :  Yes. 

Witness  :  I  answered  it. 

Mr.  Okrand:  May  I  ask  again  what  tlie  pertinency  of  that  question 
is? 

Senator  Dilworth:  Would  you  like  us  to  strike  out  the  witness's 
statement  that  she  answered  it. 
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Mr.  Okrand :  That  is  perfectly  all  right,  yes,  she  answered  it  in  that 
way. 

Senator  Dilworth :  Did  you  want  to  leave  that  in  the  record  just  so 
it  doesn't  create  some  misunderstanding? 

Mr.  Okrand :  May  we  be  advised  as  to  tl'.e  pertinency  of  that  question 
that  she  used  the  name  of,  or  whatever  it  was,  prior  to  October  3,  1945? 

Senator  Dilworth :  Well,  as  we  stated  in  otlier  cases  where  you  have 
been  the  counsel,  the  committee  has  information  on  this  subject  that 
we  think  would  have  an  important  bearing  on  the  judgment  we  should 
exercise  in  adopting  our  laws  to  the  situation  as  it  develops. 

Mr.  Okrand  :  May  I  ask  specifically,  does  the  committee  have  informa- 
tion that  the  witness  used  that  name  prior  to  October  3,  1945  ? 

Senator  Dilworth :  Yes,  I  believe  we  do. 

Mr.  Okrand  :  All  right. 

Mr.  ^Morrison :  You  appreciate  that  the  committee  may  have  informa- 
tion which  it  wants  to  verify. 

Mr.  Okrand:  Quite  frankl}',  Mr.  Morrison,  if  Senator  Dilworth  told 
me  that  the  committee  does  not  have  information  I  would  have  again 
renewed  my  objection  that  it  be  withdrawn,  but  since  the  Senator  has 
stated  that  the  committee  does  have  information,  I  feel  that  my  advice 
to  my  client  is  proper. 

Senator  Dilworth:  Information  in  the  hands  of  the  committee  indi- 
cates that  the  witness  was  a  member  of  the Valley  Communist 

Party  between  the  years  1934  and  1937. 

Question:  Do  you  care  to  inform  us  whether  that  was  true  or  not? 

Witness :  I  decline  to  answer  on  the  same  grounds. 

Question:  How  many  classes  do  you  teach  a  day?  You  just  have  the 
one  third  grade  class? 

Witness:  Yes. 

Question:  How  many  pupils  do  you  have  usually,  about  30? 

Witness :  No,  I  have  35,  sometimes  more,  right  now  I  have  34. 

Question:  Do  you  use  the  teachers'  guides  provided  by  the  district? 

Witness :  Oh,  yes,  very  frequently. 

Question:  Do  you  liave  the  State  Teachers'  Guide  for  the  primary 
grades.  It  is  a  ratlier  large  one  published,  I  believe,  in  195G. 

Witness:  I  believe  that  the sj'stem  has  compiled  a  similar 

book,  probably  based  on  the  other  book,  and  it  may  be  that  book.  I  am 
not  sure,  but  it  is  a  very  fine  guide  and  it  used  to  come  out  in  pamphlet 
form  but  this  last  year  it  has  been  assembled  and  put  together  into  a 
large  book,  and  it  is  carefully  indexed,  then  the  small  pampldets  and 
instructions  for  guidance  for  each  subject  are  in  that  and  it  may  be  the 
one  that  you  speak  of. 

Qu(^stion:  You  found  it  quite  useful  and  helpful? 

Witness:  Oh,  very. 

Senator  Dilworth  :  Does  the  committee  have  any  questions? 

Senator  Williams :  No  questions. 

Senator  ]\[ontgomery  :  No  questions. 

Senator  Dilworth :  Thank  you  for  coming.  The  committee  will  now 
be  adjourned. 
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CONCLUSIONS  AND  RECOMMENDATIONS 

Many  free  peoples  have  stnij^o'led  to  oo-exist  with  the  Communist 
Party  in  their  midst  and  have  lost  their  liberty  in  the  attempt.  The 
list  is  long.  The  freedom-lovino-  people  of  Czechoslovakia  gave  the 
Communist  Party  complete  freedom  of  political  activity  and  in  a  few 
short  years  were  enslaved  by  a  communist  diclatorship.  Chiang  Kai- 
shek  and  the  Chinese  Republic  sought  patiently  for  several  years  to 
co-exist  peaceably  with  the  Communist  Party  in  China  only  to  see  their 
homeland  taken  over  by  the  Marxist  dictator.  The  legitimate  leaders  of 
the  Republic  of  China  had  to  flee  for  their  lives  to  their  island  refuge 
in  Formosa. 

And  so  with  Poland,  Latvia  and  Roumania.  The  list  is  indeed  long. 

Many  authorities  have  warned  us  recently  about  the  Communist 
Party  in  this  Countrj^  now  released  by  our  Supreme  Court  from  many 
restrictive  safeguards. 

The  potential  danger  from  a  communist  is  increased  if  he  secures  a 
position  of  power  in  our  free  government.  However,  it  seems  obvious 
to  this  committee  that  the  place  in  which  a  communist  can  do  the  most 
permanent  harm  is  as  a  teacher  in  the  Elementary  School  System. 

Our  laws  compel  parents  to  send  their  children  to  school.  If  a  child 
is  compelled  to  sit  under  the  influence  of  a  communist  teacher  daily,  it 
can  cripple  his  mind  and  morals  worse  than  polio  diseases.  A  child  with 
a  distorted  economic  outlook  and  a  perverted  moral  understanding  can, 
under  communist  leadership,  multiply  the  dangers  of  the  communist 
conspiracy. 

The  appellate  courts  have  upheld  the  constitutionality  of  Senate  Bill 
No.  1367  enacted  in  1953  and  amended  in  1955,  now  referred  to  in  legal 
discussions  as  the  Dilworth  Act.  This  provides  a  method  of  questioning 
teachers  about  their  membership  in  the  Communist  Party.  Also,  they 
can  be  asked,  "Do  you  now  advocate  the  overthrow  of  the  United 
States  Government  by  force  and  violence?"  and  "In  the  event  of  war 
do  you  advocate  support  of  a  foreign  government?" 

If  they  refuse  to  answer  such  questions,  they  can  be  dismissed  from 
teaching  in  the  manner  provided  by  law. 

When  a  teacher  answered  all  questions  which  in  some  cases  involved 
admissions  of  past  connections,  but  gave  evidence  of  a  complete  break 
with  the  party  and  separation  from  it  and  present  loyalty  to  our  Con- 
stitution, we  see  no  reason  to  identify  them  by  name.  However,  in  other 
cases  where  they  chose  to  refuse  to  answer  our  inquiries,  on  constitu- 
tional or  other  grounds,  we  see  no  way  to  safeguard  the  public  other 
than  to  report  the  transcript  of  their  testimony.  Recent  court  decisions 
cast  doubt  on  the  right  of  this  committee  to  inform  the  school  boards 
directly.  This  situation  creates  an  urgent  need  for  legislation  in  the 
1959  Session  of  the  Legislature  and  all  members  thereof  should  be 
in  possession  of  the  facts. 

BIOGRAPHICAL  DATA:  MATT  CVETIC 
Born:  Pittsburgh,  Pa.,  March  4, 1909. 
Education:    St.   Mary's   Elementary  School,   Pittsburgh,   Pa.;   Curry 

Business  College,  Pittsburgh ;  St.  Vincent  College,  Pa. ;  International 

School  of  Criminology. 
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Pertinent  Employment:  United  States  Department  of  Labor,  United 
States  Department  of  Justice,  Federal  Bureau  of  Investigation. 

Undercover  Activities:  In  1041  tho  FBI  requested  Cvetic  to  join  the 
Communist  Party  for  the  purpose  of  securing  intelligence  informa- 
tion for  the  United  States  Govennnent.  Cvetic  successful]}^  infiltrated 
the  party  and  in  the  ensuing  nine  years  attended  more  than  3,000 
meetings  with  Soviet  agents,  secret  police  and  American  communists. 
During  the  nine  years  he  worked  as  an  undercover  agent,  Cvetic  re- 
ported regularly  to  the  FBI. 

Scope  of  Activity:  After  being  recruited  into  the  Communist  Party, 
Cvetic  was  assigned  to  the  party's  professional  branch.  This  commu- 
nist unit  Avas  composed  of  Reds  in  the  scientific,  legal,  educational, 
medical,  governmental,  and  social,  health  and  welfare  fields.  Later 
he  was  assigned  to  the  communists'  organizational,  educational,  and 
financial  committees.  Cvetic  helped  to  direct  most  of  the  Reds'  major 
fronts  in  the  middle  and  late  forties.  In  1949  he  helped  organize  the 
Labor  Youth  League,  the  youth  arm  of  the  Communist  International. 
Cvetic 's  nine-year  pose  brought  him  in  contact  with  hundreds  of 
Soviet  agents  and  American  communists.  His  knowledge  of  the  Reds' 
conspiratorial  methods  and  techniquos  was  acquired,  thereby,  first- 
hand. 

Personal:  Cvetic  is  one  of  12  children.  His  mother  and  father  came 
to  the  United  States  from  Austria  in  the  late  180()'s.  For  security 
reasons.  Matt  was  not  permitted  to  tell  his  family  or  friends  of  his 
true  FBI  role.  His  mother  died  in  October,  1949,  believing  her  son. 
Matt,  had  betrayed  her  adopted  country.  His  father  died  on  Memo- 
rial 'Day,  1950,  three  months  after  Cvetic 's  real  FBI  role  was  made 
known  through  his  testimony  before  a  congressional  committee. 

Review:  Matt  Cvetic  authored  a  series  of  articles  in  the  Saturday 
Evening  Post  titled  "I  Was  a  Communist  for  the  FBI."  A  motion 
picture,  .starring  Frank  Lovejoy  as  Matt  Cvetic,  was  produced,  as 
was  a  radio  series  with  Dana  Andrews  playing  Cvetic 's  role.  Mr. 
Cvetic  is  present!}^  working  on  a  new  manuscript,  "Escape  to  No- 
where," which  will  reveal,  for  the  fir.st  time,  the  complete  story 
behind  his  17-year  fight  against  the  Red  conspirators. 

April  22,  1958 

Hon.  Nelson  S.  Dii.woktii,  Chairman 

Senate  Invesiigaiing  Committee  on  Education 

State  Office  Building 

Sacramento,  California 

Dkar  Mr.  Dir.wouTii :  "May  I  oomniPiul  your  committoe's  report  which  calls 
attention  to  'educators'  experiments  with  somebody  else's  children.'  However  desir- 
able experimentjition  with  children  may  be  in  a  Communist  slave  society,  where 
human  boiuKs  Imvo  no  nioro  value  than  f,'uinea  pigs,  it  has  no  place  in  a  free  nation 
where  the  individual   reigns  supreme. 

"As  a  new  re.'sident  in  the  J^tate  of  California,  it  does  my  heart  good  to  read 
that  there  are  i)oliticaI  leaders  here,  Republican  and  Democrat  alike,  who  have 
the  intestinal  fortitude  to  expose  tin'  fallacies  of  the  m.iterialistic  and  nia.ss  ideologies 
which  are  bring  systematically  injected  into  our  State  and  national  educational 
systems. 

"For  too  long  the  Communists,  Communist  .sympathizers,  addicts  of  'scientific' 
socialism,  and  intellectual  experimenters,  have  been  permitted  to  'free-wheel'  in  our 
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univorsities,   colleges,  and  liigh   schools  ;   project  in?,'   their  materialistic  doctrines,  to 
the  detriment  of  our  children,  our  states,  and  our  Nation. 

"The  lag,  not  only  in  the  sciences,  but  in  the  moral  and  spiritual  values  in  our 
education,  can  be  traced  directly  to  these  scatter-brained  experimenters.  To  what 
extent  tiiey  have  contributed  to  the  rising  juvenile  delinciuency,  by  breeding  disre- 
spect for  parents,  home,  Country,  and  church  would  make  interesting,  but  tragic 
reading. 

"Just  as  culpable  as  those,  who  are  pumping  Communist  and  'progressive'  ideolo- 
gies into  our  etlucational  system,  are  the  citizens  who  stand  idly  by,  either  lacking 
the  courage  to  call  a  halt  to  these  ludicrous  experiments  with  our  children,  or 
those  who  are  too  busy  playing,  or  just  too  lazy  to  lake  an  interest  in  what  is 
going  on  in  our  schools,  or  in  what  is  happening  to  our  children. 

"Your  counsel  to  the  parents  and  citizens,  'to  visit  their  schools  and  find  out 
what  is  going  on,  and  to  express  themselves  directly  to  the  schools,'  is  an  excellent 
idea.  After  all,  our  educators  are  but  our  trusted  servants.  And  those  educators 
who  are  honest  and  sincere,  and  they  are  very  much  in  the  majority,  will,  as  they 
always  have,  welcome  the  interest,  and  constructive  criticism  of  those  they  are 
serving. 

"What  surprises  me  is,  that  many  can't  see  that  some  of  the  progress  the  Com- 
munists have  made  in  the  scientific  and  other  fields,  has  been  made  by  the  Red's 
aping  the  American  system  of  individualism  and  free  enterprise.  Of  course,  other 
Soviet  strides  have  not  been  made  in  such  a  scrupidous  or  honest  manner. 

"For  example,  during  and  after  World  War  II,  the  Soviet  marauders  stole  mo.st 
of  the  physical  assets  of  the  countries  which  they  overran;  laboratories,  factories, 
mills,  machinery,  equipment  and  tools.  In  many  cases  they  kidnapped  at  gunpoint 
thousands  of  scientific  and  technical  workers  in  these  countries  and  marched  them 
behind  the  iron  curtain.  From  the  United  States  and  other  nations  they  stole  much 
scientific  data.  And  still  other  vital  scientific  data,  which  took  years  of  study  to 
compile,  was  simply  handed  over  to  the  Communists  by  thoughtless  and  gullible 
people.  Yes,  this  has  been  the  basis  of  much  of  the  so-called  Soviet  'scientific' 
progress. 

"I  agree  with  your  report ;  'far  better  that  our  schools  emphasize  the  elementary 
things  which  made  America  great — truth,  justice,  thrift,  love  of  home,  country 
and  cluirch.'  These  are  the  attributes  we  need  to  instill  in  our  children,  and  not  the 
paranoid  panaceas  of  Marx,  Lenin,  Stalin,  Khrushchev,  and  other  madmen  of  their 
ilk.  These  paranoic  ideologists  have  enslaved  millions  ;  and  they  placed  other  mur- 
dered millions  in  common  graves.  Tragic  and  heartbreaking  proof  of  Soviet  'scientific 
socialism,'  'progress.'  and  'liberalism.' 

"While  posinfl  ns  a  Comnivnisf  for  the  FBI,  for  several  years  I  was  a  member 
of  the  Communists'  Educational  Commission.  During  those  years  I  learned  that  the 
Communists  and  their  sympathizers  concentrated  much  of  their  effort  irifiltraiing 
our  school  system.  On  many  of  the  campus's  in  the  State  of  California  as  elsewhere, 
they  set  up  a  youth  organization  known  as  the  Labor  Youth  League,  the  youth  arm 
of  the  Communist  International  in  America. 

"The  Communists,  in  their  crafty  planning,  know  that  if  they  can  inject  their 
ideology  into  our  schools  they  can  go  a  long  way  to  bringing  to  fruition  their 
Marxist  aims  in  America.  They  know  that  if  they  can  destroy  the  childrens'  respect 
for  parents,  home,  country,  fellow-man  and  church,  and  instill  in  its  place  a  shallow 
materialistic  concept  of  life,  their  psychological  battle  for  American  minds  is  more 
than  half-won. 

"So  important  do  the  Communists  consider  their  work  in  the  vital  educational 
field,  that  up  to  50  percent  of  the  party's  professional  units  are  assigned,  at  one 
time  or  another,  to  the  educational  field.  Second  to  the  educational  infiltration  pro- 
gram, and  related  to  it,  either  directly  or  indirectly  is  the  Communist's  efforts  in 
infiltrating  the  social,  health  and  welfare  programs  and  institutions  of  local  govern- 
ments, the  states,  the  nations,  and  private  agencies.  Today,  with  so  much  emphasis 
on  Mental  Health,  the  comrades  are  wheedling  their  way  into  this  very  vital  area 
of  American  Society. 

"To  meet  this  Communist  threat  head-on,  it  is  the  job  of  the  citizens  and  the 
legislators  to  provide  laws  which  would  rid  the  educational,  social,  health  and 
welfare  programs  and  institutions  of  these  peddlers  of  Communist  paranoia,  and 
keep  them  out. 

"Sure  these  purveyors  of  poisonous  and  fallacious  ideologies  will  start  to  prattle 
and  howl  about  their  'employment  rights'  and  their  'sacred'  political  beliefs.  But 
loyal  Americans  have  rights  too.  And  not  only  have  they  rights,  but  responsibilities 
as  well — responsibilities  to  their  children,  their  homes,  their  State  and  their  Nation. 
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And  these  responsibilities  include  ridding  our  educational,  as  well  as  other  state 
and  national  bodies  and  institutions,  of  the  misguided  Red  vermin,  which  is  working 
overtime  to  poison  the  minds  of  our  youth  and  band  them  over  to  the  Soviet  masters. 

"Someday  our  children  will  be  faced  with  the  job  of  meeting  the  Communist 
threat.  For  this  reason,  I  am  advocating  the  addition  of  J.  p]dgar  Hoover's  excellent 
book  on  the  subject  titled,  'Masters  of  Deceit,'  to  the  curriculum  of  our  universities, 
colleges,  and  high  schools. 

"Sure  the  'academic  freedom'  phoneys  will  howl  to  high  heaven.  But  I  say,  let 
them  howl.  It  is  our  job  to  see  to  it,  that  our  children  are  adequately  prepared 
to  meet  their  deceitful  and  treacherous  adversary." 

Sincerely, 

Matt  Cvetic 


PART   IV 
HOLLAND   D.   ROBERTS 

In  1952  this  committee  published  the  record  of  the  communist  front 
affiliations  of  Dr.  Holland  D.  Roberts,  ajid  portions  of  liis  testimony 
before  the  California  Fact-Finding  Committee  on  Un-American  Ac- 
tivities when  he  testified  before  that  body  in  1951. 

Dr.  Holland  D.  Roberts  was  a  candidate  for  the  Office  of  Superin- 
tendent of  Public  Instruction  of  the  State  of  California  in  the  June, 
1958,  primary  election.  He  failed  of  nomination  but  he  is  likely  to  run 
again. 

Dr.  Roberts  polled  397,429  votes.  In  the  primary  election  in  June, 
1950,  Bernadette  Doj'le,  a  registered  communist  and  a  Communist 
Party  functionary  and  organizer,  polled  605,393  votes  for  the  Office 
of  Superintendent  of  Public  Instruction, 

Elsewhere  in  this  report  is  the  tabulation  of  the  county-by-county 
vote  and  percentage  of  total  vote  for  Dr.  Roberts.  We  are  herewith 
reprinting  the  affiliations  of  Dr.  Holland  Roberts. 

Dr.  Holland  D.  Roberts  was  a  Director  of  the  California  Labor 
School  in  San  Francisco,  and  he  was  for  many  years  the  education 
director  of  the  school. 

The  report  of  the  Joint  Fact-Finding  Committee  to  the  Fifty-Sev- 
enth California  Legislature,  Sacramento,  1947,  page  77,  in  its  report 
on  the  California  Labor  School,  quotes  the  following  from  the  fore- 
word of  the  school's  announcement  of  courses  for  the  fall  semester 
of  1934: 

'  *  The  San  Francisco  Workers '  School  *  functions  on  the  basis 
of  the  economic,  political  and  philosophic  teachings  of  Marx, 
En  gels  and  Lenin,  and  has  as  its  fundamental  principles  the  in- 
separability of  revolutionary  theory  from  revolutionary  practice. 
The  central  aim  of  the  Workers'  School  is  to  equip  workers  with 
the  knowledge  and  understanding  of  Marxism-Leninism  and  its 
effective  application  in  their  militant  struggles  against  the  capital- 
ist class  toward  the  decisive  proletarian  victory.  The  revolutionary 
working  class  movement  is  in  constant  need  of  trained  new  groups 
of  active  workers  and  leaders.  The  school  is  not  an  academic  in- 
stitution. It  participates  in  all  the  current  struggles  of  the  work- 
ing class.  *  *  *" 

Holland  Roberts  was  subpoenaed  before  the  Senate  Fact-Finding 
Committee  on  Un-American  Activities  of  the  State  of  California  at 
their  hearing  held  in  San  Francisco  in  1951.  His  testimony  given  be- 
fore that  committee  relating  to  his  trip  to  the  Soviet  Union  in  1950  is 
as  f oUovv^s : 

*  The  San  Francisco  Workers'  School  in  1943  was  rechristened  the  Tom  Mooney  Labor 
School,  and  in  1944  it  was  changed  (in  name  only)  to  the  California  Labor 
School. 
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Mr.  Combs :  Dr.  Roberts,  I  want  to  ask  you  some  questions  about 
your  trip  to  the  Soviet  Union  in  the  latter  part  of  1950  by  way  of  New 
York,  London  and  Warsaw,  which  has  been  quite  fully  reported,  as  you 
are  well  aware.  Now,  I  want  to  finish  just  as  briefly  as  I  possibly  can, 
so  if  you  are  not  going  to  answer  the  questions,  if  you  and  your  co^unsel 
don't  mind  a  compound  question  on  this  one  subject  only — I  wall  ask 
this  entire  question  and  then  he  can  answer  once  or  not,  as  he  prefers. 
Is  that  satisfactory  ? 

Mr.   Gladstein:    (Nodding  affirmatively.) 

Mr.  Combs:  All  right.  Is  it  not  a  fact  that  late  last  year  you,  as  a 
member  of  a  delegation  of  33  Americans  to  the  Second  Annual  "World 
Congress  for  Peace  flew  in  a  chartered  plane  from  New  York  City 
to  Paris,  and  thence  to  London ;  that  the  congress  was  originally 
planned  to  be  held  in  Sheffield,  England,  but  that  you  and  the  other 
delegates  were  not  allowed  to  remain  in  England  because  on  landing 
in  that  country,  you  were  taken  to  Scotland  Yard  by  British  immigra- 
tion authorities  and  other  officials  and  questioned  at  length,  and  after 
six  hours  you  returned  to  Paris;  that  you  described  all  of  this  in  a 
speech  which  you  gave  at  the  California  Labor  School,  Friday  eve- 
ning, December  22,  1950,  the  occasion  having  been  attended  by  several 
other  people,  and  that  Edith  Jenkins  was  the  Mistress  of  Ceremonies  on 
that  occasion;  that  you  described  your  trip,  and  you  added  that  there 
were  more  progressives  in  San  Francisco  than  Great  Britain,  and  better 
organized  in  public  positions,  and  I  am  quoting  verbatim  from  the  talk 
you  made  on  that  occasion;  that  after  two  days  in  Paris,  the  33  of 
you  delegates  left  for  the  Peace  Conference  at  Warsaw,  Poland ;  that 
you  traveled  by  train  to  Brussels  and  thence  by  plane  to  Prague,  and 
thence  to  Warsaw.  From  Paris  on  the  expenses  w^ere  paid  by  various 
European  peace  and  progressive  organizations,  your  budget  having 
been  limited  by  reason  of  the  fact  which  you  explained  on  this  occa- 
sion, by  your  original  intention  to  have  the  meeting  in  Sheffield,  Eng- 
land. Eighty-one  nations  were  represented  at  the  Warsaw  Peace  Con- 
gress, out  of  which  came  the  following  proposal : 

1.  Prohibition  of  all  atomic  w'capons  and  all  modern  weapons  of 
mass  destruction. 

2.  Condemnation  of  armed  intervention  in  the  internal  affairs  of 
other  nations. 

3.  Reduction  and  control  of  armaments. 

4.  U.  N.  negotiation  to  end  Korean  War  with  Red  Russia  partici- 
pating. 

5.  Prohibition  of  all  war  propaganda. 

6.  Establishment  of  a  World  Council  for  Peace. 

Tliat  3-ou  were  chairman  of  the  Warsaw^  Conference  Propaganda 
Commission;  that  the  above  points  that  I  have  enumerated  were 
adopted  at  the  conference;  that  one  John  Rogge,  voted  contrary,  and 
w^as  immediately  accused  of  being  a  stooge  of  Tito  of  Yugoslavia  on 
the  floor  of  the  congress;  that  the  United  States  Avas  accused  of  being 
the  aggressor  in  Korea  and  Rod  China  thoroughly  justified  in  invasion 
and  conquest  of  Tibet;  that  out  of  the  six-day  conference  in  Warsaw, 
dominated  by  the  Russians,  there  came  a  permanent  World  Peace 
Council,  functioning  through  a  bureau  headed  by  Frederic  Joliot-Curie 
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of  France,  former  head  of  the  French  Atomic  Effort,  and  that  or- 
ganization, that  is,  the  council  also  has  a  secretariat,  and  according 
to  the  report  in  the  World  News  and  Views,  one  of  tlie  documents  I 
asked  you  to  identify,  the  speeches  of  Fauayev  and  Elircnburg  from 
Russia,  Joliot-Curie  and  Cot  from  France,  and  Piotro  Nerini  from 
Italy  were  the  highlights  of  the  conference ;  that  Pierre  Cot,  a  former 
member  of  the  French  cabinet  said — and  I  quote  from  the  article, 
publication  I  asked  you  to  identify,  I  am  quoting: 

"To  our  friends  from  the  USSR  and  the  new  democracies,  the 
Korean  affair  was  clear  from  the  beginning  as  aggression  by  the 
U.S.A.  against  a  small  heroic  people  who  wanted  only  their  lib- 
erty. Personally,  I  unreservedly  agree  with  this  analysis,  but  you 
must  realize  that  many  of  our  fellow  countrymen  at  first  hesitated 
and  that  their  hesitation  did  not  necessarily  prove  them  to  be 
agents   of  American   imperialism." 

That  at  the  conference  in  Warsaw  you  attended  there  were  about 
2,000  delegates  and  a  thousand  clerks,  stenographers  and  observers; 
that  after  the  Warsaw  meeting  was  over  you  were  invited  with  19 
others,  Americans,  to  go  to  the  Soviet  Union ;  that  you  were  elected  the 
chairman  of  that  commission,  and  you  did  go  to  the  Soviet  Union  and 
you  remained  in  the  Soviet  Union  for  10  days.  During  that  time  you 
went  to,  you  were  invited  by  the  Soviet  Peace  Society,  in  fact,  a  plane 
was  furnished  by  the  Russians,  j'ou  landed  at  Moscow  at  night,  your 
tour  was  confined  to  Moscow,  Leningrad  and  Stalingrad.  You  person- 
ally inspected  the  Stalin  Palace  at  Moscow  and  other  housing  projects 
there,  and  at  the  other  two  places  I  have  mentioned.  The  two  photo- 
graphs I  showed  you  and  which  you  refused  to  identify  were  taken  of 
you  autographing  the  documents  for  students  while  in  the  Soviet  Union 
as  representative  of  the  19  people  I  have  mentioned ;  that  on  your  de- 
scription of  these  experiences,  on  the  day  I  have  mentioned,  Edith  Jen- 
kins and  Kerner  also  spoke  of  their  experiences.  You  stated  that  at 
Stalingrad  tractor  factory  which  you  visited,  that  you  were  impressed 
by  the  numerous  signs  of  peace  and  no  evidence  of  any  warlike  tend- 
encies on  the  part  of  anyone  connected  with  the  factory,  and  that  you 
were  particularly  impressed  with  the  fact  that  they  were  turning  out 
tractors  instead  of  tanks,  and  I  wish  to — that  is  the  end  to  the  complex 
question,  except  this  specific  question — is  it  not  true  that  at  the  very 
time  you  went  through  that  factory  j^ou  had  a  discussion  with  a  man  by 
the  name  of  Alexander  Stepanov,  who  described  himself  to  you  as  the 
head  of  the  tank  department  of  that  factory  ?  Now,  that  is  the  complex 
question.  Will  you — is  not  that  true,  and  if  not,  then  where  does  the 
error  lie? 

The  witness:  Mr.  Combs,  Senator  Burns  and  members  of  the  com- 
mittee, you  cannot  possibly  appreciate  how  regretful  I  am  that  I  cannot 
go  into  this  matter  with  you.  I  must  decline  to  answer  the  question. 

Question:  On  what  grounds? 

The  witness :  On  the  grounds  it  might  tend  to  incriminate  me. 
'.     Upon  leaving  the  Soviet  Union  the  19  American  delegates  issued  and 
signed  a  "Statement  To  The  All  Union  Soviet  Peace  Society."  The 
following  excerpts  are  quoted  from  the  "Statement".  The  full  "State- 
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nient"  appears  in  the  lOtli  Report  of  the  Senate  Investigating  Com- 
mittee on  Education,  pages  96  to  102 : 

"Your  welcome  to  us  has  been  overwhehning  *  *  *.  And  al- 
though the  Avhole  atmosphere  of  your  country  breathes  of  peaceful 
and  productive  labor,  we  Americans  have  not  been  able  to  forget 
for  one  moment  the  great  crisis  in  which  our  people  now  finds  itself 
and  our  great  responsibility  for  resolving  it. 

"That  is  why  we  have  viewed  this  visit  not  only  as  a  happy  op- 
portunity to  observe  your  social  system,  to  see  how  your  people  live 
and  work,  but  as  part  of  tliat  same  quest  for  ways  to  peace  which 
brought  more  than  twice  our  number  to  the  Second  World  Peace 
Congress — from  Sheffield  to  Warsav/. 

"What  has  struck  us  more  than  anything  else  about  your  Soviet 
land  and  its  people  is  the  depth  and  fervor  of  the  desire  for  peace. 
The  way  in  which  the  Soviet  system  works  has  been  illuminating 
and  important  to  us.  *  *  * 

"  *  *  *  If  only  our  government  were  spending  a  fraction  of  the 
billions  it  is  spending  for  war  so  that  thousands  and  tens  of  thou- 
sands of  our  people  could  make  such  a  visit  for  themselves,  and 
learn  what  we  have  learned ! 

"P\-iends  of  the  Soviet  Peace  Committee! 

"We  members  of  the  American  delegation  are  Christian  minis- 
ters, trade  unionists,  housewives,  educators — Negro  and  white — 
from  all  corners  of  our  laud.  Our  delegation  mirrors  everyday 
American  life.  *  *  * 

"It  is  because  we  American  educators  and  religious  figures 
alert  to  moral  values  and  educational  standards,  and  know  what  is 
present  and  what  is  absent  in  our  own  country,  that  we  have  been 
so  deeply  impressed  with  the  very  high  level  of  Soviet  moral  and 
educational  values.   *   *   *    " 

The  "Statement"  was  published  in  a  booklet  by  the  American- 
Russian  Institute,  101  Post  Street,  San  Francisco,  of  which  Dr.  Roberts 
is  the  San  Francisco  chairman.  The  American-Russian  Institute  was 
cited  as  a  "Communist  organization"  by  Attorney  General  Tom  Clark, 
letters  to  Loyalty  Review  Board,  released  September  21,  1918. 

Shortly  after  this  statement  was  published,  J.  Edgar  Hoover,  Di- 
rector of  the  Federal  Bureau  of  Investigation,  in  an  article,  the  second 
of  two  for  International  News  Service,  which  appeared  in  the  Los  An- 
geles Herald  Express,  August  28,  1951,  warned  Americans  what  to 
expect  from  Communism's  operatives  in  the  months  ahead.  Mr.  Hoover 
said: 

"For  the  past  months  the  core  of  this  Communist  'line'  in  the 
United  States  has  been  'peace'.  This,  of  course,  follows  the  general 
pattern  of  paralleling  whatever  'line'  is  dictated  by  Moscow.  The 
domestic  breed  of  Communists  merely  parrots  the  Moscow  pro- 
nouncements like  an  echo  from  the  walls  of  an  empty  room. 

"The  obvious  purpose  is  to  convey  the  impression  that  the  words 
'Communism'  and  'peace'  are  synonymous — that  no  lasting  peace 
can  be  achieved  except  in  a  universally  Communist  world.  *  *  *  " 

One  possible  reason  why  Holland  Roberts  did  not  fare  better  in  the 
primaries  could  be  due  to  the  fact  that  he  receives  most  of  his  "press 
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notices"  in  the  Communist  press,  and  according  to  numerous  People's 
World  drives  for  new  subscribers,  their  subscription  list  must  be 
dwindling.  The  following  activities  of  Holland  Jioberls  were  reported 
in  the  People's  World  from  1944  through  1958. 

People's  World,  August  10,  1944,  page  a,  column  4,  Holland  Roberts, 
Associate  Professor  of  Education  at  Stanford  University,  speaker  at 
a  dinner  at  Hollywood  Roosevelt  Hotel,  celebrating  iirst  birthday  of  the 
People's  Educational  Center. 

Note:  The  People's  Educatioual  Center  has  beeu  cited  as  a  "Communist  and 
subversive  orgauization  which  was  incoi'iiorated  under  tlie  name,  Los  Angeles  I']du- 
cational  Association,  and  which  is  also  known  as  People's  University,  Peoi)Ie's 
School  and  i'eople's  Educational  Association."  (Attorney  (Jeneral  Tom  Clark,  letters 
to   the   Loyalty   Review   Board,   released   June   1,   1948,   and   ►September  21,   1948.) 

People's  World,  December  7,  1944,  page  3,  columns  4-5,  Holland 
Roberts,  president  of  the  American-Russian  Institute  will  speak  on 
behalf  of  cultural  exchange  between  the  Soviet  Union  and  the  United 
States  at  a  broadcast  over  Station  KPO,  under  the  auspices  of  the 
American-Russian  Institute  to  commemorate  the  11th  year  of  Amer- 
ican-Soviet diplomatic  relations. 

Note  :  American-Russian  Institute  of  San  Francisco,  cited  as  a  Communist 
organization.  (Attorney  General  Tom  Clark,  letter  to  Loyalty  Review  Board,  re- 
leased September  21,  1948.) 

People's  World,  January  10,  1945,  page  5,  columns  4-6 :  Holland  Rob- 
erts (photo)  caption:  "Nicely  framed  in  the  tools  of  their  craft."  Dr. 
Holland  Roberts,  Educational  Director  of  the  California  Labor  School, 
East  Bay  Branch,  and  Rose  Segure,  Community  Services  Director  of 
the  Labor  School,  were  caught  in  this  photo  taken  at  the  recent  discus- 
sion on  Community  Services  talking  it  over  with  Seward  C.  Simms, 
Executive  Director  of  the  Community  Chest  and  the  Council  of  Social 
Agencies  for  the  Oakland  area,  and  Ruby  Heide,  Secretary  of  the 
CIO  Council  of  Alameda  County. 

People's  World,  April  28,  1945,  section  2,  page  5,  column  5,  Holland 
Roberts,  President,  American-Russian  Institute;  Rose  Isaak,  Executive 
Secretary:  Adv.  The  American-Russian  Institute  is  glad  to  participate 
in  greeting  the  delegates  of  the  World  Peace  Conference.  For  13  years 
the  institute  has  been  the  meeting  ground  and  information  center  for 
all  who  want  authoritative,  factual  information  concerning  the  Soviet 
Union.  To  meet  these  growing  demands  is  the  work  of  the  institute 
today.  AVe  cordially  invite  ■  all  interested  to  join  the  institute  where 
materials  are  available  on  all  phases  of  Soviet  development,  and  help 
in  its  work  in  furthering  cultural  relations  between  our  two  countries. 

People's  World,  June  8,  1945,  page  5,  column  5,  A  symposium  by 
Holland  Roberts,  Educational  Director  of  the  California  Labor  School; 
Alexander  Uhl,  PM  correspondent;  Sidney  Roger,  radio  commentator. 
Auditorium  of  California  Labor  School. 

People's  World,  June  23,  1945,  page  3,  columns  1-4,  Holland  Roberts, 
nationally  known  edvicator  and  educational  director  of  the  California 
Labor  School  will  give  a  new  course  at  the  summer  session,  which 
should  attract  many  new  students.  The  course  will  be  on  the  political 
and  economic  history  of  the  United  States.  Another  class  will  deal  with 
the  United  Nations  organization  and  the  peace. 
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People's  World,  July  6,  1945,  page  3,  columns  1-5,  biography  of  Hol- 
land Eoberts  bv  Pele  Edises.  "Holland  Koberts,  educator,  a  special 
kind  of  American."  *  *  *  "When  World  War  T  began,  Koberts'  ideas 
on  social  problems  had  jelled  to  the  point  Avhere  he  considered  becoming 
a  conscientions  objector.  He  finally  enlisted,  however,  and  served  a 
couple  of  years  overseas.  *  *  *  During  the  depression  he  had  a  job 
as  principal  at  Harrison,  New  York  High  School,  but  what  with  illness 
and  one  thing  and  another  things  were  not  easy  for  the  Roberts  family. 
They  were  having  quite  a  struggle  when,  so  help  me,  an  uncle  who  had 
run  off  years  ago  to  the  Klondike  died  and  left  them  a  very  respectable 
sum.  Enough,  it  turned  out,  for  a  trip  to  the  Soviet  Union." 

"The  Roberts  family  went  to  Russia  as  part  of  a  group  led  by  the 
Anglo-American  Institute  which,  set  up  by  the  U.  S.  S.  R.,  fostered 
trips  by  teachers  and  students.  *  *  *   " 

"  *'*  *  Roberts'  interest  in  the  Soviet  Union  continued  when  he 
returned  to  America  to  become  English  instructor  at  Stanford's  School 
of  Education  on  the  West  Coast.  He  actively  participated  in  the  work 
of  the  American-Russian  Institute  and  took  the  office  vacated  when 
Harold  Chapman  Brown,  its  former  president  died. 

"Roberts  is  probably  prouder  than  anything  about  his  efforts — which 
have  met  with  success — to  bring  teaching  into  line  with  the  people's 
language. 

"In  the  many  textbooks  he  has  authored  and  co-authored  he  writes 
neitlier  down  to  nor  above  the  student.  *  *  * 

"Right  in  line  with  his  approach  to  education  is  the  important  role 
Roberts  plays  in  the  California  Labor  School.  Through  such  a  broad 
people's  educational  center,  Roberts,  as  educational  director,  is  finding 
a  large  and  appreciative  response  to  his  ideas,  expressed  in  his  own 
uniquely,  American  working-class  language." 

People's  WorhL  November  8,  1945,  page  5,  columns  7-8,  Dr.  Holland 
Roberts,  well-known  progressive  educator,  leads  Labor  School  series  on 
"History  in  the  Headlines."  This  course  offers  a  unique  opportunity 
to  those  interested  in  developing  their  understanding  of  current  his- 
tory. Dr.  Roberts  is  a  scholar  of  both  history  and  semantics,  the  science 
of  words,  and  he  is  able  to  offer  the  historical  background  of  the  events 
discussed  and  to  analyze  propaganda  techniques  and  their  use  by  the 
enemies  of  democracy.  This  Thursday.  November  8th.  Dr.  Roberts  will 
discuss  America's  present  and  potential  role  in  the  Far  East.  The  dis- 
cussion will  include  the  United  States'  occupation  policy  in  Japan,  and 
the  relationship  of  America  to  the  undeclared  war  now  being  Avaged  in 
China  and  Indonesia.  The  trend  of  policj'-  advocated  by  the  imperialist 
forces  in  this  country,  and  the  struggle  against  these  policies  by  the 
proffressive  forces,  and  the  trade  union  movement  will  be  covered. 

People's  World,  December  6,  1945,  page  5,  columns  4-6,  Holland  Rob- 
erts to  discuss  "The  Philosophy  of  Education  in  the  Soviet  Union"  at 
two-dav  conference  on  American-Russian  Cultural  Exchange  on  campus 
at  IT.  C.  L.  A. 

People's  World,  March  30.  1946,  page  4,  column  3,  Dr.  Holhind  Rob- 
erts, President  of  the  American-Russian  Institute,  and  educational  di- 
rector for  the  California  Labor  School,  will  speak  on  the  "Drive  to 
War,"  March  30th  at  American  Youth  for  Democracy's  "Win  the 
Peace"  rally  and  dance  in  celebration  of  World  Youth  Week. 
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NoTi::  American  Youth  for  Democracy  has  been  "cited  as  the  new  iiiinic  uihIci- 
which  the  Young  Communist  League  operates  and  wliich  also  largely  aitsorhcd  the 
American  Youth  Congress."  (Special  Committee  on  Un-American  Activities.  House 
Report  1311  on  the  C.  I.  O.  Political  Action  Committee,  March  21),  1944,  p.  102.) 
(Also  cited  as  subversive  and  Communist  by  Attorney  General  Tom  Clark  and 
Attorney  General  J.  Howard  McGrath.) 

People's  World,  April  30,  1946,  page  5,  column  5,  Holland  Roberts, 
announces  open  forum  scries  on  "What's  on  your  mind  about  Russia?" 
under  joint  auspices  of  the  American  Society  for  Russian  Relief  and 
the  American-Russian  Institute.  The  Russian  Relief-ARI  forum  series 
enjoys  the  sponsorship  of  such  prominent  Bay  area  residents  as  Dr. 
Monroe  E.  Deutsch,  Mrs.  Pierre  Monteux,  Dr.  William  Kerr  and  Mrs. 
Henry  F.  Grady, 

People's  World,  IMay  11,  1946,  page  2,  column  7-8,  Holland  Roberts 
among  honorary  guests  at  mass  meeting  called  by  the  Armenian  Na- 
tional Council  of  America,  to  urge  the  United  Nations  to  intervene  to 
return  the  Armenian  areas  now  held  by  Turkey  to  the  Armenian  Soviet 
Socialist  Republic. 

People's  World,  May  14,  1946,  page  5,  column  4,  Holland  Roberts, 
guest  speaker  at  banquet  to  inaugurate  the  American-Russian  Insti- 
tute of  Southern  California.  Konstantin  Simonov,  Russian  author,  will 
be  guest  of  honor.  Other  guest  speakers  will  be:  Thomas  L.  Harris, 
American-Russian  Institute,  San  Francisco;  Dr.  E.  Wilson  Lyon, 
president  of  Pomona  College;  Robert  E.  G.  Harris,  editorial  writer  for 
Daily  News;  Producer-Director  Lewis  Milestone,  Howard  Koch,  chair- 
man of  the  Hollywood  Writers  Mobilization,  and  moving  picture  actor 
Vincent  Price. 

People's  World,  May  15,  1946,  page  3,  columns  3-4,  "Free  Educa- 
tion." California  Labor  School  offers  100  scholarships  to  jobless.  "Un- 
employment is  increasing  in  California,"  said  David  Jenkins,  director 
of  the  labor  school.  "To  an  unemployed  youth,  most  facilities  are 
closed.  Being  a  people's  school  we  open  up."  Applicants  for  scholar- 
ships see  Dr.  Holland  Roberts. 

People's  World,  May  15,  1946,  page  2,  columns  6-8,  Holland  Roberts, 
speaker  at  mass  meeting  at  Scottish  Rite  Auditorium  in  which  Kon- 
stantin Simonov,  Russian  author,  stressed  the  need  for  building  friend- 
ship between  America  and  the  Soviet  Union.  The  Russian  author  lashed 
out  bitterly  at  American  newspapermen  and  journalists  who  peddle 
lies  about  the  Soviet  Union.  Mentioning  specifically  William  White, 
author  of  ' '  Report  on  the  Russians. ' ' 

People's  World,  March  1,  1947,  page  5,  column  3,  Holland  Roberts 
honored  at  dinner  celebrating  his  28th  year  as  an  educator,  dinner  also 
to  celebrate  the  fifth  anniversary  of  the  California  Labor  School. 
Speakers  will  be  Louis  Goldblatt,  Secretary-Treasurer  of  the  Interna- 
tional Longshoremen's  and  Warehousemen's  Union;  Frederick  Thomp- 
son of  the  Spanish  Refugee  Appeal.  Dinner  chaired  by  Sidney  Roger. 
Roberts  will  be  introduced  by  David  Jenkins,  Director  of  the  California 
Labor  School.  Harry  Bridges  originally  scheduled  to  speak  is  ill  and 
will  be  unable  to  attend.  "The  many  years  I  have  known  Holland 
Roberts,"  Bridges  said,  "both  in  his  work  at  Stanford  University  and 
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at  the  Labor  School,  he's  shown  a  deep  understanding  of  labor  educa- 
tion and  has  worked  tirelessly  for  labor's  cause." 

People's  World,  July  22,  1947,  page  3,  column  5,  Holland  Roberts 
among  signers  of  statement  condemning  recent  revocation  of  charter  of 
American  Youth  for  Democracy  chapter  at  San  Jose  State  College  as  a 
"serious  infringement  on  democratic  rights."  Other  signers  were  Valeda 
J.  Bryant,  Palo  Alto ;  Hugh  Bi-yson,  San  Francisco ;  Leora  D.  Eniig,  San 
Jose;  Philip  ]\I.  Connelly,  Los  Angeles;  Dr.  Carlton  Goodlet,  San  Fran- 
cisco ;  Vincent  Hallinan,  San  Franicsco ;  Paul  Hcide,  Oakland ;  Dr.  S. 
J.  Hurwitt,  San  Francisco ;  Richard  Lynden,  San  Francisco ;  Dr.  J.  W. 
McBain,  Stanford  University;  Hugh  B.  Miller,  San  Francisco;  Prof. 
D.  A.  Piatt,  U.  C.  L.  A.;  Prof.  Leonard  T.  Pockman,  San  Francisco 
State  College;  James  Pinkham,  San  Jose;  Prof.  F.  W,  Weymouth, 
Stanford  University;  Paul  Schnur,  San  Francisco,  and  Anton  Refre- 
gier,  San  Francisco. 

People's  World,  August  18,  1947,  page  1,  columns  1-2,  Holland 
Roberts  and  Staff  of  the  California  Labor  School  signers  of  message 
of  tribute  on  death  of  Mike  Quin,  Daily  People's  World  columnist. 
Other  messages  received  from  William  Z.  Foster,  National  Chairman, 
and  Eugene  Dennis,  General  Secretary  of  the  Communist  Party; 
Sidney  Roger,  CIO  Radio  Commentator ;  Paul  Heide,  CIO  Warehouse- 
men's  Local  6;  and  Helen  Yfheeler,  Secretary  AFL  Miscellaneous 
Local  110. 

People's  World,  September  4,  1947,  page  5,  column  3,  Holland  Rob- 
erts, guest  speaker  at  session  on  political  action  held  by  the  San  Fran- 
cisco chapter  Progressive  Citizens  of  America. 

Note:  Progressive  Citizens  of  America  (California  branches)  "cited  as  a  Com- 
munist front."  Tlie  "initial  meeting"  of  the  Progressive  Citizens  of  America  at  the 
Embassy  Auditorium  in  the  City  of  Los  Angeles  on  the  evening  of  Fel)raary  11, 
1947,  was  actually  a  consolidation  of  the  National  Citizens  Political  Action  Com- 
mittee and  the  Hollywood  Independent  Citizens  Committee  of  the  Arts,  Sciences 
and  Professions.  (California  .Toint  Fact-Finding  Committee  on  Un-American  Ac- 
tivities, Report,  1947,  pp.  234-240,  and  California  Senate  Fact-Finding  Committee 
on  Un-American  Activities,  Report,  1948,  pp.  356  and  357.) 

People's  World,  December  24,  1947,  page  5,  columns  3-4,  Holland 
Roberts  in  preparing  the  curriculum  for  new  winter  term,  California 
Labor  School,  said  "we  were  keenly  aAvare  of  the  dangers  and  respon- 
sibilities facing  not  only  the  labor  movement  but  the  whole  progressive 
movement.  We  feel  certain  that  such  courses  as  Secret  History  of  the 
U.  S.  A.,  World  Labor  and  Politics,  Ten  Strikes  That  Built  Labor, 
Parliamentary  Procedure,  Stewards  and  Officers  Duties,  and  similar 
courses  will  be  invaluable  to  the  whole  progressive  movement." 

People's  World.  January  7,  1948,  page  5,  column  4,  Holland  Roberts, 
speaker  at  organization  of  a  "people's  literary  and  writer's  organiza- 
tion" to  take  place  at  the  California  Labor  Scliool.  Other  speakers 
include  Anthony  Boucher,  mystery  writer,  Alexaiulcr  Saxton,  author, 
will  be  chairman.  The  conference  call  declares  that  "our  cultural 
heritage  is  threatened  by  vested  interests.  Established  writers  find  it 
difiicult  to  write  wliat  they  think  and  to  find  an  outlet  for  their  work. 
*  *  *   '> 

People's  World,  January  "12,  1948,  page  5,  column  4,  Holland  Rob- 
erts, speaker  at  series  of  lectures  on  the  Soviet  Union  at  the  California 
Labor  School.  Dr.  Thomas  Addis,  Professor  of  Medicine  at  Stanford 
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University,  will  be  the  guest  speaker  at  the  first  of  a  series  of  10  lec- 
tures on  the  Soviet  Union.  Dr.  Adclis  will  lecture  on  "Science  and 
Culture  in  the  Soviet  Union."  The  Soviet  scientific  film,  "Revival  of 
Life,''  will  also  be  shown.  Subsequent  lectures  will  include  William 
Mandel,  author  of  "Guide  to  the  Soviet  Union,"  Dr.  S.  J.  llurwitt, 
San  Francisco  physician,  and  Holland  Roberts.  Each  of  these  speakers 
has  visited  the  Soviet  Union. 

People's  World,  February  lU,  1948,  page  3,  columns  1-2,  Holland 
Roberts  among  signers  of  a  letter  to  President  Truman,  sponsored  by 
the  Civil  Rights  Congress,  San  Francisco  Chapter,  urged  the  President 
to  halt  the  nationwide  persecutions  of  the  foreign  born  and  to  dismiss 
deportation  charges  against  John  Santo,  Michael  Obermeier,  Alexander 
Bittleman  and  Claudia  Jones.  Other  signers  were  Harry  liridges,  Hugh 
Bryson,  Richard  Lynden,  Attorneys  George  Anderson,  Benjamin  Drey- 
fus, Julius  Keller;  Professors  Thomas  Addis,  Frank  Weymouth,  and 
others. 

(Note:  The  Civil  Rights  Congress  hus  been  cited  as  subversive  and  Communist.) 

People's  World,  April  28,  1948,  page  2,  columns  5-6,  Holland  Rob- 
erts, Educational  Director  of  the  Labor  School  announced  that  the 
California  Labor  School  has  organized  a  three-day  conference  on  inter- 
national events.  "We  are  very  proud  that  Anna  Louise  Strong,  who 
has  been  all  over  the  world  has  agreed  to  participate  in  all  the  ses- 
sions," Roberts  said.  Miss  Strong  will  be  joined  by  Hugh  Bryson,  CIO 
Marine  Cooks  and  Stewards,  Rabbi  Franklin  Cohn  of  the  Palestine 
Histaruth  Committee,  Prof.  Jerry  Neyman  of  the  University  of  Cali- 
fornia, and  George  Lohr,  foreign  editor  of  tlie  Daily  People's  World. 

People's  World,  December  13,  1948,  page  5,  column  4,  Holland  Rob- 
erts to  chair  forum  to  be  held  at  California  Labor  School.  Keynote  to 
be  "Freedom  and  Equality  of  the  Negro  People  in  America."  Dr.  Matt 
Crawford,  official  of  the  Independent  Progressive  Party ;  David  Jen- 
kins, Director  of  the  California  Labor  School,  and  Harry  Williams, 
Fillmore  Section  of  the  Communist  Partj^,  will  participate  in  a  dis- 
cussion of  two  books,  Harry  Haj^wood's  "Negro  Liberation"  and 
Walter  White's  "A  Man  Called  White." 

People's  World,  June  27,  1949,  page  3,  column  1,  Holland  Roberts, 
Educational  Director  California  I^abor  School,  reported  on  the  1949 
version  of  the  Mundt-Nixon  bill — its  threat  to  academic  freedom,  at 
an  emergency  conference  on. ' '  thought  control. ' '  Doxy  Wilkersou,  dis- 
tinguished Negro  educator  and  author,  and  Richard  Gladstein,  labor 
and  civil  rights  attorney,  presented  the  ominous  story  of  Foley  Square 
where  Communist  leaders  are  on  trial.  Gladstein,  who,  with  Wilkerson, 
is  an  important  member  of  the  Communists'  legal  defense  staff,  detailed 
the  "reversal  of  all  judicial  procedure,"  at  Foley  Square.  The  pro- 
gram endorsed  by  the  group  included:  a  sharp  letter  to  President 
Truman  from  the  conference  calling  him  to  task  for  his  doubletalk  on 
witch  hunts,  and  demanding  that  he  order  his  Attorney  General  to 
halt  political  persecution. 

A  wire,  signed  by  300  delegates,  addressed  to  U.  S.  Attorney  General 
Tom  Clark,  demanding  dismissal  of  the  cases  against  the  Communist 
leaders,  against  the  "Los  Angeles  21"  and  similar  groups,  as  well 
as  those  lodged  against  aliens,  and  against  Harry  Bridges,  *  *  *  A 
campaign  against  loyalty  oaths  in  any  form. 
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PeopWs  World,  November  8,  1949,  page  1,  cohimn  5,  Holland  Roberts, 
educator  and  President  of  the  ARI  (American-Russian  Institute)  San 
Francisco  chapter,  spoke  of  his  experiences  at  the  giant  peace  rallies 
in  Paris  and  Mexico  City  before  a  crowd  of  1,500  at  Embassy  Audito- 
rium last  night  to  hail  the  thirty-second  anniversary  of  the  birth  of 
the  Soviet  Union  and  pledged  continuing  efforts  to  maintain  peace 
with  the  war-time  ally  of  the  United  States.  Sponsored  by  the  Ameri- 
can-Russian Institute,  the  "hands  across  the  sea"  rally  featured  Jessica 
Smith ;  editor  of  Soviet  Russia  Today,  as  chief  speaker. 

Miss  Smith  gave  a  factual,  precise,  hour-long  report  of  the  internal 
function  of  the  Soviet  Union.  She  spoke  enthusiastically  of  the  cultural 
development  there  "rising  out  of  the  work  of  building  of  the  country." 

She  warned  that  U.S.  liberals  "must  not  accept  excuses  for  Tito," 
and  explained  that  the  Soviet  Union  was  forced  to  take  drastic  measures 
against  Tito  when,  ''hj  refusing  to  present  his  case  before  the  Comin- 
form,  he  proved  himself  antisoeialist  as  well  as  anti-Soviet."  Speaking 
of  the  trial  of  the  ]  1  U.  S.  Communist  leaders,  Miss  Smith  reminded  the 
audience  that  "one-half  the  entire  world  now  thinks  along  the  lines 
advocated  by  the  11  at  Fole.y  Square." 

Dr.  Holland  Roberts  spoke  of  his  experiences  at  the  giant  peace 
rallies  in  Paris  and  Mexico  City,  and  said  "The  commercial  press  be- 
littled these  conferences  as  'Soviet  propaganda'  he  said,  but  the  voices 
of  thousands  of  people  who  participated,  many  at  great  sacrifice,  not 
only  in  terms  of  money  but  job  security  as  well,  cannot  be  ignored." 

Lawrence  Turner,  Negro  leader  in  the  CIO  Furniture  Workers, 
said  that  as  the  Negro  people  watch  the  growth  of  the  culture  and 
stature  of  varying  nationalities  in  the  Soviet  Union  and  the  eastern 
European  people's  democracies,  "they  gain  courage  and  see  clearly 
that  these  people  cannot  be  their  enemies."  Huntington  Park  Judge 
Stanley  Moffatt  was  chairman  of  the  meeting. 

People's  World,  December  5,  1949,  page  9,  columns  4-5,  Holland 
Roberts  to  participate  in  California  Labor  School  theater  project. 
Other  participants  are  Ralph  Izard,  critic  and  Daily  People's  World 
feature  writer;  Mort  Vickers,  chairman  of  the  California  Labor  School 
Writer's  Committee;  Phil  Carter  will  be  chairman. 

People's  World,  July  13,  3950,  page  2,  column  3,  Holland  Roberts 
will  chair  meeting  jointly  sponsored  by  tlie  California  Labor  School, 
Alameda  County  Independent  Progressive  Party,  and  the  Committee 
for  a  Democratic  Far  Eastern  Policy.  Peter  Hyun,  former  editor  of 
the  Korean  Independent  will  speak.  Mrs.  Alia  Washington,  TPP 
candidate  for  the  State  Controller  will  present  a  progress  report  to 
the  meeting  on  the  Stockholm  petition  drive. 

NOTF, :  The  Comiuitfre  for  a  Domocratic  Far  Eastern  Policy  has  been  cited  as 
"Communist"  and  "As  part  of  Soviet  psychological  warfare  afrainst  tlie  United 
States,  Communist  fronts  seek  to  paralyze  America's  will  to  resist  Communist  ag- 
gression I)y  idealizing  Russia's  aims  and  methods,  discrediting  the  United  States, 
spreading  defeatism  and  demoralization  ♦  *  *  Si)ecializing  in  this  field  *  *  *  have 
been  such  organizations  as  ♦  *  ♦  the  Committee  for  a  Democratic  Far  Eastern 
Policy."  (Tntcrnal  Security  Subcommittee  of  the  Senate  Judiciary  Commiltce,  Hand- 
look  for  Americans,  S.  Doc.  117,  April  2S,  195G,  p.  90,  also  p.   '>9.) 

People's  World,  July  18,  1950,  page  5,  cohunn  3,  Holbind  Roberts 
will  discuss  the  urgent  question  of  peace  at  a  meeting  in  Santa  Rosa, 
sponsored  by  the  Sonoma  County  Committee  for  World  Peace  appeal. 
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The  event  will  be  in  the  Native  Sons  Hall.  Dr.  Roberts,  former  Stan- 
ford University  professor  and  now  director  of  the  California  Labor 
School,  is  an  authority  on  world  affairs.  Purpose  of  the  meotinj,'  will  be 
to  orji'anize  the  Stockholm  Pledge  petition  in  this  county. 

Note:  World  Peace  Appeal  (also  known  as  Stockholm  Peace  Petition)  has  been 
cited  as  the  "Permanent  Committee  of  the  World  Peace  Congress  met  *  *  *  in 
Stockholm,  Sweden,  between  March  15  and  1!),  1950,  ♦  *  *  to  launch  the  boldest 
and  most  far-reaching  maneuver  of  the  whole  Communist  peace  movement — ^the 
worldwide  circulation  of  'peace'  petitions.  *  *  * 

"The  launching  of  the  worldwide  drive  for  signatures  to  a  so-called  World  Peace 
Appeal  *  *  *  is  the  *  *  *  most  extensive  piece  of  psycholo/jical  warfare  ever  con- 
ducted by  any  organization  on  a  world  scale.  *  *  *  The  World  Peace  Appeal  was 
launched  three  months  before  the  outbreak  of  Communist  armed  aggression  against 
South  Korea.  Obviously  the  appeal  was  intended  as  a  smoke  screen  for  such  aggres- 
sion." (Committee  on  Un-American  Activities,  House  Report  378  on  the  Communist 
"'Peace"  Offensive,  April  25,  1951,  originally  released  April  1,  1951,  pp.  29,  SI 
and  32.) 

People's  World,  October  10,  1950,  page  9,  columns  1-2,  Holland  Rob- 
erts organizer  of  "How  To  Defend  Yourself"  California  Labor  School 
workshop  course.  "Defend  Yourself  Workshop,"  a  new  five  weeks' 
course  which  the  California  Labor  School  believes  will  prove  of  great 
practical  value  to  all  progressives,  will  hold  its  first  meeting  today 
(Tuesday)  at  8  p.m.  at  240  Golden  Gate  Avenue,  San  Francisco. 

"In  this  learning-by-doing  workshop,  organized  by  Holland  Roberts, 
Director  of  the  Labor  School,  the  members  will  take  an  active  part 
in  learning  to  defend  their  civil  rights." 

Such  subjects  as  "arrest  or  search  without  warrant,"  "illegal  break- 
ing up  of  street  meeting"  and  "arrests  for  failure  to  move  on," 
"frameups, "  "loyalty  oaths,"  and  "registration  under  the  McCarran 
Act,"  will  be  acted  out  by  the  workshop  in  simulated  courtroom  scenes. 
Dr.  Roberts  believes  the  "defend  yourself  workshop"  will  offer  good 
opportunity  for  training  in  how  to  face  un-American  committees. 

Secretary  to  the  class  will  be  Susan  Hudgins  of  the  International 
Longshoremen's  and  Warehousemen's  Union.  Advisors  are  Ida  Roth- 
stein  of  the  Civil  Rights  Congress  and  Julius  Keller,  San  Francisco 
law;^^er.  Other  law^^ers  who'll  participate  include  Harold  Sa-wj'er  and 
Norman  Leonard.  Members  of  the  CLS  Theater  will  co-operate  in  giving 
the  course  authentic  and  dramatic  courtroom  background.  E.  Brook- 
man  will  supervise  this  part  of  the  workshop. 

People's  World,  November  29,  1950,  page  4,  columns  2-5,  photo  of 
Holland  Roberts,  Charles  P.  Howard,  Des  Moines  Vice-Chairman  of 
the  Progressive  Party,  Joseph  Starobin,  foreign  editor  of  the  Daily 
Worker,  and  Mrs.  Jackie  Clack,  collector  of  4,000  signatures  to  the 
Stockholm  Peace  Petition,  delegates  guests  of  the  USSR. 

People's  World,  December  13,  1950,  page  3,  column  2,  Dr.  Holland 
Roberts  of  the  California  Labor  School,  the  only  San  Francisco  area 
delegate  to  Warsaw  World  Peace  Congress  who  also  visited  the  Soviet 
Union,  will  make  first  public  report  at  Green  Room,  150  Golden  Gate 
Avenue,  San  Francisco. 

People's  World,  January  27,  1951,  page  5,  column  2,  Holland  Roberts 
of  San  Francisco,  leading  American  delegate  to  recent  Warsaw  World 
Peace  Congress,  and  chairman  of  the  American  group  that  later  visited 
the  Soviet  Union  will  be  featured  speaker  at  the  American-Russian 
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Institute  of  Southern  California  meeting  at  Embassy  Auditorium.  Mrs. 
Jackueline  Clack,  Southern  California  delegate  will  also  speak.  Judge 
Stanle.y  Moffatt,  local  chairman  of  the  American-Russian  Institute  will 
chair  the  meeting. 

People's  World,  January  30,  1951,  page  3,  columns  3-5,  Holland 
Roberts,  Attorney  Vincent  Hallinan,  Rev.  G.  Allen  Fitch,  address  au- 
dience of  800  persons  who  overflowed  the  sanctuarj^  of  the  Greater 
Cooper  A.]\LE.  Church  in  Oakland.  Ilallinau,  just  returned  from 
France  and  England,  told  the  meeting:  "The  people  of  England  feel 
that  the  Americans  are  trying  to  force  their  country  to  re-arm  with 
the  butchers  of  Buchenwald  against  the  heroes  of  Stalingrad."  Dr. 
Roberts  drew  thunderous  applause  when  he  declared :  ' '  There  is  no 
question  in  my  mind  that  Soviet  citizens  stand  for  peace  *  *  *  " 
The  meeting  was  sponsored  by  the  Independent  Progressive  Party  and 
the  Minute  "Women  for  Peace. 

Note:  The  Minute  Women  for  Peace  has  been  cited  as  an  organization  which 
was  formed  by  the  ooninuinists  as  an  attempt  to  convert  women  in  the  United  States 
to  their  "peace"  pi'ogram ;  and  as  having  been  praised  by  Claudia  Jones,  a  com- 
munist leader,  in  the  Worker,  for  launchins  a  "peace  ballot"  distributed  in  and 
around  Greater  Boston.  (Comniiittee  on  Un-American  Activities,  House  Report  No. 
M7S,  on  the  Communist  "Peace"  Offensive,  April  25,  19.il,  original  date,  April  1, 
1951.) 

People's  ^Vorld,  February  6,  1951,  page  5,  columns  2-3,  Dr.  Holland 
Roberts  reports  Soviet  people  build  tractors  not  tanks.  Meeting  spon- 
sored by  the  American-Russian  Institute,  chaired  by  Judge  Stanley 
Moffatt. 

People's  World,  February  13,  1951,  page  3,  column  5,  Dr.  Holland 
Roberts  will  conclude  his  popular  series  of  lectures  about  his  recent 
visit  to  the  Soviet  Union,  at  the  California  Labor  School.  His  talk  will 
cover  recreation,  leisure,  culture  and  education  in  the  Soviet  Union. 
His  remarks  will  cover  education  in  both  rural  and  urban  schools,  fac- 
torj^  and  farm  classes,  and  preschool  educational  practices. 

People's  World,  February  20,  1951,  page  12,  column  2,  Holland  Rob- 
erts to  speak  on  Soviet  Union  at  meeting  in  gymnasium  at  the  Hallinan 
estate,  Ross,  Marin  County,  called  by  the  Independent  Progressive 
Party,  Philip  Drath,  IPP  County  Committee  member  will  be  chairman. 
Alexander  Saxton,  novelist,  will  also  speak. 

People's  World,  February  26,  1951,  page  3,  columns  3-4,  Holland 
Roberts  signer  of  seven-point  peace  plan.  The  Northern  California  Com- 
mittee for  Peaceful  Alternatives,  in  a  letter  sent  to  President  Truman 
today,  urged  upon  him  a  seven-point  program  Avliich  "will  guarantee 
peace."  The  committee  is  part  of  the  national  "peaceful  alternatives" 
movement,  supported  by  many  religious  and  educational  leaders. 

People's  World,  March  5,  1951,  page  4,  columns  3-5,  Holland  Roberts 
debates  Roger  Lapham,  Jr.,  in  a  forum  at  Berkelej',  on  the  topic 
"AYorld  War  III — Can  it  be  avoided  b}'  armed  strength  or  by  imme- 
diate negotiation."  Seventy-five  University  of  California  students  at- 
tended the  affair.  Roberts  stressed  that  the  Soviet  Union  had  no  inten- 
tion of  attacking  America  or  Western  Europe  and  that  it  was  the 
responsibility  of  the  United  States  to  participate  in  peaceful  negotia- 
tions. 
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**I  know  that  most  people  in  the  United  States  have  been  poisoned 
against  Russia,"  said  Doctor  Roberts.  lie  urged  students  to  get  the 
facts  on  a  question  of  such  immediate  concern  to  them. 

People's  World,  June  14,  1951,  page  1,  column  2,  Dr.  Holland  Rob- 
erts on  hand  to  greet  W.  E.  B.  DuBois  and  wife  Shirley  Graham  at 
Ferry  Building,  San  Francisco,  when  they  arrived  to  begin  speaking 
tour  "in  behalf  of  peace"  and  in  DuBois'  own  defense.  DuBois  is  under 
federal  indictment  charged  with  being  a  foreign  agent  because  he 
headed  the  Stockholm  Peace  drive  in  the  United  States. 

People's  World,  page  7,  column  3,  Holland  Roberts  will  speak  on  the 
subject  "Latin  America's  Struggles  Against  Imperialism"  before  the 
Continental  Congress  for  Peace  at  Mexico  City. 

People's  World,  page  3,  column  3,  Holland  Roberts,  San  Francisco 
chairman  American-Russian  Institute,  spoke  on  need  for  U.  S. -Soviet 
Friendship  in  the  fight  for  peace,  at  the  First  Unitarian  Church 
American-Russian  Institute  meeting  to  celebrate  the  34th  anniversary 
of  the  Soviet  Union, 

People's  World,  January  16,  1952,  page  3,  columns  4-5,  Holland  Rob- 
erts' passport  canceled.  "It's  because  I've  spoken  out  repeatedly  and 
decisively  for  peace  and  for  friendship  with  the  Soviet  Union.  That's 
my  interpretation  of  it." 

People's  World,  January  17,  1952,  page  7,  columns  3-5,  Holland  Rob- 
erts will  begin  a  new  course  (California  Labor  School)  in  American 
History  on  Tuesday  evenings,  * '  viewing  the  people 's  struggles  and  vic- 
tories through  their  leaders — from  Paine  to  Robeson. ' ' 

People's  World,  June  24,  1952,  page  3,  columns  1-2,  Holland  Roberts 
to  speak  at  second  Children's  Carnival  for  Peace  at  145a  Broderick  St., 
San  Francisco. 

People's  World,  July  1,  1952,  page  6,  columns  4-5,  Holland  Roberts 
writes  his  views  in  defense  of  Oleta  Yates  O'Connor's  jailing  for  con- 
tempt of  court  in  the  Communist  trial  in  Los  Angeles. 

Mrs.  Yates '  imprisonment.  Dr.  Roberts  said,  would  establish  a  prece- 
dent of  "jail  for  able  defenders  against  persecution.  We  cannot  allow 
the  precedent  to  stand. ' ' 

People's  World,  November  5,  1952,  page  2,  columns  1-2,  Holland 
Roberts  member  United  States  Sponsoring  Committee  for  Representa- 
tion at  the  Congress  of  the  Peoples  for  Peace,  in  Vienna,  December  12. 

People's  World,  December  9,  1952,  pages  1-8,  column  1,  Holland 
Roberts  signer  of  plea  for  amnesty  for  United  States  Communist  lead- 
ers, sent  to  President  Truman. 

People's  World,  March  25,  1953,  page  7,  Holland  Roberts  will  teach 
a  class  in  dialectics  at  California  Labor  School. 

People's  World,  April  14,  1953,  page  6,  column  4,  Roberts  to  lecture 
on  economic  problems  of  capitalism  and  socialism  at  California  Labor 
School. 

People's  World,  February  11,  1954,  page  6,  columns  1-4,  Holland 
Roberts,  Director,  California  Labor  School,  praises  the  People's  World 
and  states  he  has  been  reading  the  PW  since  the  first  date  of  publica- 
tion, January  1,  1938,  and  like  a  practical  educator  he  also  has  been 
using  it. 
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People's  World,  February  7,  1955,  page  6,  columns  2-4,  Holland  Rob- 
erts at  a  meeting  honoring  Ida  Rothstein,  deceased  Communist,  in  San 
Francisco. 

People's  World,  July  5,  1955,  page  7,  columns  4-5,  Holland  Roberts 
teacher  at  California  Labor  School. 

People's  World,  April  21,  1955,  page  7,  columns  2-5,  Holland  Roberts 
reviews  a  book  in  a  discussion  panel  entitled  "Why  Johnny  Can't 
Read." 

People's  World,  October  13,  1955,  page  4,  column  5,  Holland  Roberts 
one  of  15  Americans  recently  appointed  to  the  World  Council  for  Peace. 

People's  World,  May  3,  1956,  page  7,  columns  2-5,  Holland  Roberts 
writes  an  article  about  schools  in  USA  and  USSR. 

People's  World,  i\Iay  4,  1957,  page  16,  colunms  1-5,  The  California 
Labor  School,  financially  unable  to  fight  for  its  life  in  the  courts,  is 
closing  its  doors  after  15  years.  Announcement  came  from  Dr.  Holland 
Roberts,  director  since  1950. 

People's  World,  March  22,  1958,  page  12,  columns  1-5,  Holland  Rob- 
erts attended  People's  World  20th  Anniversary  party  at  Embassy  Audi- 
torium in  Los  Angeles  where  Paul  Robeson  was  honored,  and  announced 
his  independent  candidacy  for  State  Superintendent  of  Public  Instruc- 
tion. 

People's  World,  May  10,  1958,  page  3,  columns  2-4,  Independent 
candidate  for  State  Superintendent  of  Public  Instruction,  addressed 
the  May  Day  gathering  in  the  Embassy  Auditorium,  Los  Angeles,  spon- 
sored by  the  Communist  Party  of  Southern  California,  on  May  2,  1958, 
in  behalf  of  his  candidacy. 

People's  World,  May  10, 1958,  page  12,  columns  2-5,  HoUand  Roberts 
raps  loyalt}-  check  on  books,  comment  prompted  hy  the  recent  report  by 
Senator  Dilworth's  Education  Committee  attacking  state  school  system 
for  using  works  by  such  authors  as  Pearl  Buck,  Ernest  Hemingway, 
Sherwood  Anderson,  Lincoln  Steffens,  etc. 

Political  Affairs,  May,  1958.  "The  California  Primary  Elections"  by 
Albert  J.  Lima,  chairman  No.  California  District  Committee  and  mem- 
ber of  the  National  Committee  Communist  Party  USA,  (pg.  35)  "The 
Roberts  Candidacy"  "As  director  of  the  California  Labor  School  for 
the  past  twelve  years.  Dr.  Roberts  has  won  recognition  as  one  of  the 
nation's  leading  Marxist  educators  *  *  *   " 

Los  Angeles  Times,  January  22,  1956:  "School  Head  Named  Red 
by  Witness."  "A  former  registrar  of  the  California  Labor  School  today 
said  its  present  director.  Dr.  Holland  Roberts,  was  a  member  of  the 
Communist  Party  and  held  private  conferences  at  the  school  with  top 
San  Francisco  officials  of  the  party. 

"Ernestine  Gatewood,  39,  of  San  Diego,  testified  at  a  hearing  being 
conducted  by  Francis  A.  Cherry,  former  Governor  of  Arkansas,  for  the 
U.  S.  Subversive  Activities  Control  Board. 

"Miss  Gatewood  said  she  joined  the  Communist  Party  in  San  Diego 
and  came  to  San  Francisco  shortly  afterward  in  1949. 

"The  party  conferences  held  at  the  school  by  Dr.  Roberts  were  usu- 
ally concerned  with  finances,  Miss  Gatewood  said. ' ' 
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SPONSOR'S   CERTIFICATE 
On  Behalf  of  Candidate  for  Judicial,  School,  or  County  Office 

(Sections  45,  41).,"),  2G04,  Elections  Code) 

I,  the  inuleisisned  sponsor  for  IfoUand  D.  Roheits  for  nomination  to  the  office  of 
l^uperintendent  of  Public  Instruciion  to  be  voted  for  at  the  primary  election  to  be 
held  on  the  third  day  of  June,  195S,  hereby  assert  as  follows: 

My  knowledge  of  Holland  D.  Roberts  is  sufficient  to  warrant  my  urging  his  election 
to  the  office  of  8uj)erinfendcnt  of  Public  Instruction  and  in  my  opinion  he  is  fully 
qualified,  mentally,  morally,  and  physically  for  the  office  and  should  be  elected  to 
till  it. 

I  am  a  qualified  voter  of  San  Francisco  County  and  I  am  registered  and  am  not  at 
this  time  a  signer  of  any  other  certificate  nominating  any  other  candidate  for  the 
above-named  office,  or  in  case  there  are  several  places  to  be  filled  in  (he  above-named 
office,  I  have  not  signed  more  certificates  than  there  are  places  to  be  filled  in  the 
above-named  office.  My  residence  is  correctly  set  forth  after  my  signature  hereto  : 
NAME  RESIDENCE  DATE  PRECINCT 

K        Helen  R.  Miller,  542  46th  .\ve.,  Sail  Franciseo  21 3/19/58  111-22 

U        Aslier  V.  Harer,  149  Detroit  St.,  San  Francisco  12 3/19/58  142-19 

K        Katlierine  B.  Fromer,  1932  Cabrillo  St.,  San  Francisco  21 3/19/58  74-22 

NR     Mirea  Stasluik,  457  3Stli  Ave.,  San  Francisco 3/19/58  237-21 

R        Geimain  Bulcke.  1283  Seventh  Ave.,  San  Francisco 3/22/58  182-22 

NR     Boris  M.  Stashuk,  457  38th  Ave.,  San  Franciseo 3/22/58  237-21 

R        Mrs.  Lenore  Peters  Job,  2695  Sacramento  St.,  San  Francisco  15 3/16/58  164-21 

B       Mrs.  Winifred  Sarvls,  120  Clayton  St.,  San  Francisco  17 3/16/58  26-22 

R        Mr.  Adolph  Brenner,  2001  California  St.,  San  Francisco  9 3/16/58  58-24 

R        Mrs.  Martha  Brenner,  2001  California  St.,  San  Francisco  9 3/16/24  58-24 

R        George  G.  Olshausen,  1238  Pacific  Ave.,  San  Francisco  9 3/16/58  36-21 

R        Henry  Schmidt,  130  Eureka  St.,  San  FrancLsco  14 3/17/58  207-24 

R        Morris  Watson,  44  Vulean  St.,  San  Francisco  14 3/17/58  137-22 

R        Mrs.  Pauline  S.  Scott.  133  30th  Ave.,  San  Francisco  21 3/19/58  229-21 

R        Mrs.  Betty  Winter,  323  Hill  St.,  San  FrancLsco  14 3/19/58  32-23 

R        Robert  F.  Barker,  70  Laidley  St.,  San  Francisco  12 3/22/58  67-23 

R        Joan  E.  Barker,  70  Laidley  St.,  San  Francisco  12 3/22/58  67-23 

R        Mrs.  Helen  Kendrick  Pell,  2640  Post  St.,  San  Francisco  15 3/22/58  70-24 

R        Mrs.  Dagniar  Lanr.age,  472  Seventh  Ave.,  San  Francisco  18 3/22/58  47-22 

R        Sally  Cooper,  1035  Sutter  St.,  San  Francisco 3/23/5S  23-24 

R        Rhea  Cohen,  522  41st  Ave.,  San  Francisco 3/23/58  101-22 

R        Mrs.  Zena  Druckman,  2976  Clav  St.,  San  Francisco  15 3/23/58  168-21 

R        James  Maas,  21  Vicksbury  St.,  San  Francisco 3/23/58  32-23 

R        Mrs.  Anne  Divers,  2343  45th  Ave..  San  Francisco  16 3/23/58  229-19 

R        George  M.  Divers,  2343  45th  Ave.,  San  Francisco  16 3/23/58  229-19 

SPONSOR'S    CERTIFICATE 
On  Behalf  of  Candidate  for  Judicial,  School,  or  County  Office 

(Sections  45,  46.5,  2604,  2605,  Elections  Code) 

I,  the  undersigned  sponsor  for  Holland  D.  Roberts  for  nomination  to  the  office  of 
State  Superintendent  of  Public  Instruction  to  be  voted  for  at  the  primary  election 
to  be  held  on  the  serenth  day  of  June,  1958,  hereby  assert  as  follows: 

My  knowledge  of  Holland  D.  Roberts  is  sufficient  to  warrant  my  urging  his  elec- 
tion to  the  office  of  State  Superintendent  of  Public  Instruction  and  in  my  opinion  he 
is  fully  qualified,  mentally,  morally,  and  physically  for  the  office  and  should  be  elected 
to  fill  it.  I  am  a  qualified  voter  of  Santa  Clara  County  and  I  am  registered  and 
am  not  at  this  time  a  signer  of  any  other  certificate  nominating  any  other  candidate 
for  the  above-named  office,  or  in  case  there  are  several  places  to  be  filled  in  the 
above-named  office,  I  have  not  signed  more  certificates  than  there  are  places  to  be 
filled  in  the  above-named  office.  My  residence  is  correctly  set  forth  after  my  signa- 
ture hereto : 

NAME  RESIDENCE  DATE  PRECINCT 

Valeda  J.  Brvant,  3S91  La  Donna  kve..  Palo  Alto 3/10/58  2514 

James  S.  Robertson,  2486  Emerson.  Palo  Alto 3/10/58  2036 

Oliver  J.  Todd,  1445  Hamilton  Ave.,  Palo  Alto 3/11/58  2077 

Percy  M.  Dawson,  M.D.,  107  E.  Portola,  Los  Altos 3/12/58  2304 

Doris  S.  Dawson,  107  E.  Portola,  Los  Altos 3/14/58  2304 

Joseph  F.  Lewis,  3661  Ramona  Circle,  Palo  Alto 3/15/58  2022 

.Sue  C.  Lewis,  3661  Ramnna  Cirrle.  Palo  Alto 3/15/58  2022 

Allan  Isaksen,  3944  Park  Blvd.,  Palo  Alto 3/16/58  NS  moved 

Mr.s.  Elizabeth  Robertson,  2436  Emerson,  Palo  Alto 3/16/58  NS 

Wilma  E.  Harju,  3107  Greer  Rd.,  Palo  Alto 3/16/58  2104 
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NONPARTISAN 

SPONSOR'S   CERTIFiCATE 

On  Behalf  of  Candidate  for  Nonpartisan  Office 

(Section  2G04,  Elections  Code) 

I,  the  undersigned  sponsor  for  UoUand  D.  lioherts  for  nomination  to  the  office  of 
Staie  Super iniendent  of  Ptiblic  Instruction  to  be  voted  for  at  the  primary  election 
to  be  held  on  the  third  day  of  June,  1958,  herol).v  assert  as  follows: 

My  knowledge  of  Holland  D.  Uoherts  is  suflicient  to  warrant  my  uryin^  his  elec- 
tion to  the  office  of  State  Superintrndcnt  of  Puhlic  Instruction  and  iu  my  opinion 
he  is  fully  qualified  mentally,  morally,  and  physically  for  the  said  office  and  should 
be  elected  to  fill  it.  I  am  a  qualified  voter  of  j\Iarin  County  and  I  am  registered  and 
am  not  at  this  time  a  signer  of  any  other  certificate  nominating  any  other  candidate 
for  the  above-named  office,  or  in  case  there  are  several  places  to  be  filled  in  the 
above-nr.mcd  office,  I  have  not  signed  more  certificates  than  there  are  places  to  be 
filled  in  the  above-named  office.  My  residence  is  correctly  set  forth  after  my  signature 
hereto : 

Name  Residence  Date  Precinct 

Vivian  HaUinan,  Glonwood  Ave,  Ross 3/14/58 

Alexander  P.  Saxton,  3  Lower  Trescent,  Sausalito 3/15/58  302 

JaiiK's  H.  Chestnut,  Sr.,  129  Eldridge  Ave,  Mill  Valley 3/15/58  331 

Conrad  Edises.  508  Eldridge  Ave.,  Mill  Valley  3/15/58  332 

Mrs.  Elizabeth  P.  Meredith,  55  Woodside  Way,  Boss 3/16/58  254 

Krcd  Mapcs.  10,  Mill  Valky    3/16/58  319 

Mrs.  Dorothea  S.  Hegarty,  15  Holly  St.,  Mill  Valley 3/21/58  318 

Maude  H.  Nicdll,  508  Olema  St.,  Sausalito 3/22/58  359 

Sleiihen  Hegarty,   15  Holly  St.,  Mill   Valley  3/22/58  318 

Scott  F.  NicoU,  508  Olema  St.,  Sausalito 3/22/58  359 

SPONSOR'S   CERTIFICATE 
On  Behalf  of  Candidate  for  Judicial,  School,  or  County  Office 

(Sections  45,  4G.r>,  2G04,  2005,  Elections  Code) 

I,  the  undersigned  sponsor  for  Holland  D.  Rolerls  for  nomination  to  the  office  of 
Superintendent  of  Puhlic  Instruction  to  be  voted  for  at  the  primary  election  to  be 
held  on  the  third  day  of  June,  1958,  hereby  assert  as  follows: 

My  knowledge  of  Holland  D.  Noherts  is  sufficient  to  warrant  my  urging  his  elec- 
tion to  the  office  of  Superintendent  of  Puhlic  Instruction  and  in  my  opinion  he  is 
fully  qualified,  mentally,  morally,  and  physically  for  the  office  and  should  be  elected 
to  fin  it.  I  am  a  qualified  voter  of  Alameda  County  and  I  am  registered  and  am  not 
at  this  time  a  signer  of  any  other  certificate  nominating  any  other  candidate  for  the 
above-named  office,  or  in  case  there  are  several  places  to  be  filled  in  the  above-named 
office,  I  have  not  signed  more  certificates  than  there  are  places  to  be  filled  in  the 
above-named  office.  My  residence  is  correctly  set  forth  after  my  signature  hereto : 
Name  Residence  Date  Precinct 

Mrs.   Sally  M.  Attarian,  24G22  Traynor  Court,  Hayward  3/16/58  Ke«.  OK 

Joseph  L.  Fcit,  -lOig  Brookdale  Ave.,  Oakland  19 3/16/58  Reg.  OK 

Edward  F.  Newman.  2475  Easy  St..  Ran  Leandro 3/18/58  Reg.  OK 

Doris  DelKado,  7798  Knox  St.,  Hayward :V18/58  Reg.  OK 

George  Blaine.  783  Willow  Are.,  Hayward  3/18/5S  Reg.  OK 

Tyler  S.  Krookc,  1G079  Via  Del  Sol.  San  Lorenzo 3/18/58  Reg.  OK 

Mrs.  Georgie  G.  Brooke,  16079  Via  Del  Sol,  San  Lorenzo 3/18/58  Reg.  OK 

Mrs.  Frona  .1.  Ernst.  4400-B  Fleming,  Oakland 3/17/58  Reg.  OK 

Bertram  Edises,  6.S0  Hilldale  Ave.,  Berkeley 3/17/58  Reg.  OK 

Rosalie  Croriuc,   6434   Wc^t  Blvd..  Oakland   3/18/58  Reg.  OK 

Anna  C.  Dart,  7918  Outlook  Ave.,  Oakland  5 3/19/58  Reg.  OK 

Louis  B.  Scott.  lf;?,3  Cedar  St.,  Berkeley  3  3/19/58  Reg.  OK 

Anna  HarrlMcton,  2<142  2.')th  Ave.,  Oakland 3/22/58  Reg.  OK 

Harold  Houghton,  2141   Oregon  St.,   Berkeley  3/22/58  NS 

Walter  F.  Kennon,  377  Vernon  St.,  Oakland  10 3/22/58  Reg.  OK 

Clinton  E.  Jcncks,  847  Solano  Ave..  Albany 3/22/58  Reg.  OK 

Martin  Harwaync.  6r,25  Dover  St..  Berkley 3/22/58  Reg.  OK 

William  S.  Farrell,  2148i  Stuart.  Berkeley 3/22/58  Reg.  OK 

ILirry  .1.    Lieberman.    1945  Stuart,  Berkeley 3/22/58  Reg.  OK 

Isabel  Van  Frank,  2134  Grant.  Berkeley  3 3/23/58  Reg.  OK 

Gloria  Martocihia,  2719   Dwlglit  Way.  Berkeley  4 3/23/58  Rcr.  OK 

Patrick  llalllnan,  1579  Scenic.  Reg.  from  2311  Le  Conte,  Berkeley 8/24/58 

Dnran  Bell,  Jr.,  2542  Dana,  Berkeley  4  3/24/58  Reg.  OK 
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SPONSOR'S   CERTUFSCATE 
On  Behalf  of  Candidate  for  Judicial,  School  or  Count/  Office 

(Section  2604,  Elections  Code) 
I,  tho  undersigned  sponsor  for  Holland  D.  Roberts  for  nomination  to  tlio  ofrico  of 
Superintendent  of  Public  Instruction 
to  he  voted  for  at  the  primary   elcftion   to  he  hold   on   the  .'>rd   day   of  Juno,   V.i'iH, 
herel)y  assert  as  folh)\vs  : 

My  knowledge  of  Holhind  I).  Rohcrls  is  sufiiciciit  to  warrant  my  urging  his  eleedon 
to  the  office  of 

Siipcrintfudent  of  Public  Instruction 
and   in  my  opinion  he   is  fully   qualified,   menially,  morally,  and   physirally   for  tiie 
office  and  should  he  elected  to  fill  it. 

I  am  a  qualified  voter  of  Los  Angeles  County  and  I  am  registered  and  am  not  at 
this  time  a  signer  of  any  other  certificate  nominating  any  other  candidate  for  the 
ahove-named  office,  or  in  case  there  are  several  places  to  he  filled  in  the  aI)ove-named 
office,  I  have  not  signed  more  certificates  than  there  are  places  to  be  filled  in  the 
above-named  office.  My  residence  is  correctly  set  forth  after  my  signature  hereto  : 

i^ame                          Residence                                                                     Date  Precinct 

Mrs.   Pauline  Sehindler.  835  N.  Kings  Rd.,  Los  Angeles  46 3/17/58  W-Holly-43 

Mrs.  Fliira  Rootenberg,   902  N.   Kings  Rd.,  Los  Angeles  46 3/18/.j8  W-Hnlly-43 

Mrs.  Melimi  Hill,   141  B.   Sntli  PL,  Los  Angeles  11 3/20/58  LA-427  NS 

Mrs.  Fanny  Ililtelman.  5004  Holly  Oaks  Dr.,  Los  Angeles 3/20/58  1828 

Mrs.  Pearl  Goldfarb,  1745  N.  Vista  St.,  Los  Angeles 3/20/58  3650 

.Jacob  Uernian,   13120  Bloonifidd,  Sherman  Oaks 3/20/58  3546 

Herbert  Forer,  241  W.  Arliglit  St.,  Monterey  Park 3/20/58  37  Mont.  Pk. 

iSarajo  Lord,  1201  S.  Flower,  Burbank ,__  3/20/58  Bur.  146 

Philip  Kasloir.  8748  Penfield.  Northridge 3/20/58  4401 

Leonard  Howett,   203n  Lenniiigton,  Los   Angeles L 3/20/58  3063  N.S 

Saul  Hainiowitz,  6117  Teesdale  Ave..  North  Hollywood ' 3/20/58  4158 

Ricliard  .L  Marsh,  4331  Ventura  Cyn.,  Sherman  Oaks 3/20/5S  4436 

George  Crenville,   12148  Hillslope  St.,  Studio  City 3/20/58  2717 

Mrs.  Claire  Grenvilie,   12148  Hillslope  St.,  Studio  City 3/20/58  2717 

Mrs.  Lea  P.  Herman.  13120  Bloomfield,  Sherman  Oaks 3/21/58  3546 

Mrs.  Cecelia  M.  Reif,  900  N.  Kini^s  Rd.,  Los  Angeles -^_ 3/17/58  W-Holly-43 

Mrs.  Marion  M.  Kamins,  851  N.  Kings  Rd.,  Los  Angeles 3/18/58  W-Holly-43 

Jlrs.  Dorothy  E.  Kahan.  914  Kings  Rd.,  Los  Angeles 3/18/58  W-Holly-43 

John  Wexlev.  1310  N.  Sweetzer  Ave.,  Los  Angeles  46 3/18/5S  W-Holly-58  NS 

Cathcrina  Wexley,  1310  N.  Sweetzer  Ave.,  Los  Angeles  46 3/18/58  W-Holly-58  NS 

AbralK.m  L.  Wirin,  2622  Glendower  Ave.,  Los  Angeles  27 3/18/5S  1294  NS 

Alpha  Wirin,  2622  Glendower  Ave..  Los  Angeles  27 3/18/53  1294  NS 

Mary  Frances  Reed,  508  S.  Gramercy  PI.,  Los  Angeles 3/18/58  1505 

Mrs.  Katiierine  H.  AIcTcrnan,  1235  N.  Olive  Dr.,  Los  Angeles  46 3/20/58  W-Holly-18 

Robert  Kalian,  914  N.  Kings  Rcl.,  Los  Angeles 3/20/58  W-Holly-43 

Benjamin  Margolis,  5786  Valley  Oak  Dr.,  Los  Angeles 3/21/58  1828 

Lorraine  Escobar,  547  S.  Norton  Ave.,  Los  Angeles  5 3/21/58  1513 

Lillian  Kaye  Becker,  2248  S.  Canfield,  Los  Angeles 3/21/58  2137 

.John  L.  McTernan.  3901  Sutro  Ave..  Los  Angeles  8 3/21/58  498 

Valerie  C.  Margolis,  5786  Valley  Oak  Dr.,  Los  Angeles  28 3/21/58  1828 
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State  cf  Califors^ics 

Statement  of  Vote,  Direct  Primary  Election 

June  3,  1958 

Roy  E. 

Counties  Simpson 

Alameda 104,762 

Alpine    107 

Amador 1,967 

Butte 11,868 

Calaveras 2,109 

Colusa    2,344 

Contra  Costa 46,2.56 

Del  Norte 2,152 

El  Dorado 4,017 

Fresno 44,613 


Srnt- 

Everett  T. 

David  B. 

Holland  D. 

icr- 
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FOR   SUPERINTENDENT   OF    PUBLIC    INSTRUCTION-Continued 

State    of  California 

Statement  of  Vote,  Direct  Primary  Election 

June  3,  1958 

Scat- 
Roy  E.        EvereitT.    David  B.  Holland  D.     ter- 
Counties  Simpson  Calvert  Everett  Roberts        ing 

Glenn 3,388  495  803  450            2 

Humboldt   14,937  2,952  4,106  2,803 

Imperial 8,080  1,203  2,012  1,235             2 

Inyo 2,702  319  639  389 

Kern 31,528  5,649  15,599  6,270             2 

Kings 6,122  946  1,679  832             1 

Lake 2,541  349  897  453 

Lassen 2,351  452  840  343 

Los  Angeles 594,146  146,908  312,923  173,193           55 

Madera 5,290  894  1,205  866 

Marin 19,369  4,826  6,046  4,382            3 

Mariposa 1,262  136  356  152 

Mendocino 8,620  1,476  1,664  1,221 

Merced 9,104  1,530  2,463  1,450             1 

Modoc 1,555  190  386  145 

Mono   478  45  168  57 

Monterey 18,136  3,514  5.300  2.883             9 

Napa    10,193  1,626  3,657  2,304            2 

Nevada 3,701  611  1,167  781 

Orange 56,516  9,646  25,449  10,134             3 

Placer    8,912  1,428  2,401  1,578 

Plumas 2,785  292  656  301 

Riverside 28,491  5,535  15,647  6,014 

Sacramento 61,854  11,364  20,107  12,041 

San  Benito 2,424  520  642  301 

San  Bernardino  ___  43,141  9,971  22,631  11,011             6 

San  Diego 78,759  24,719  53,717  19,367             8 

San  Francisco 68,733  21,654  33,423  19,527 

San  Joaquin 28,669  6,035  11,440  6,088             6 

San  Luis  Obispo  —  11,237  1,596  3,622  1,840             6 

San  Mateo 57,544  13,133  21,021  11,220 

Santa  Barbara 18,725  2,461  7,428  2,810 

Santa  Clara 62,852  13,658  20,807  12,516            5 

Santa  Cruz 16,080  2,008  4,013  2,301             4 

Shasta 9,140  1,198  2,533  1,208 

Sierra 739  85  169  67 

Siskiyou 6,004  881  1,762  1,778 

Solano   15,366  2,694  7,795  2,93!) 

Sonoma    20,983  3,719  7.236  3,05()             8 

Stanislaus 21,299  2,852  7,151  3,831             5 

Sutter    4,476  389  1,143  701 

Tehama 4,386  493  1,225  657 

Trinity 1,749  238  515  208 

Tulare   19,453  3,106  6,118  2,544             1 

Tuolumne   3,332  695  744  530 

Ventura 23,021  .".,3R3  7,299  3,250             1 

Yolo 7,652  1,469  2,237  1,378 

Yuba 3,239  655  864  710 

Totals 1,651,259  378,374  746,924  397,429         130 
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PART  V 

THE   DILWORTH   ACT   IN   THE   LIGHT 
OF  THE  MASS  CASE 

In  reference  to  Chapter  1632  of  the  Statutes  of  3953,  as  amended  by 
Chapter  1610  of  the  Statutes  of  1955,  referred  to  in  legal  discussions  as 
"The  Dilworth  Act,"  it  will  be  helpful  to  revicAV  the  procedural  steps 
under  the  Dilworth  Act  in  view  of  the  decision  in  the  case  of  Board  of 
Education  v.  Mass  47  Advance  California  Reports  501  (decided  Decem- 
ber 21,  1956). 

The  Mass  case  concerned  the  dismissal  of  a  teacher  who  invoked  the 
Fifth  Amendment  in  refusing  to  answer  before  a  congressional  subcom- 
mittee questions  concerning  his  membership  in  the  Communist  Party. 
At  a  subsequent  meeting  of  the  Board  of  Education,  the  teacher  offered 
to  answer  the  questions,  but  his  offer  was  refused.  After  a  superior  court 
trial  restricted  solely  to  the  transcript  of  the  board  hearing,  judgment 
dismissing  the  teacher  was  entered. 

On  appeal  the  California  Supreme  Court  reversed  the  judgment  of 
dismissal  and  remanded  the  case  to  the  trial  court.  In  reaching  its  deci- 
sion the  court  relied  upon  the  holding  of  the  United  States  Supreme 
Court  in  the  ease  of  Slochower  v.  Board  of  Higher  Education  (1956) 
350  U.  S.  551  (76  S.  Ct.  637,  100  L.  Ed.  Adv.  Opn.  449),  which  was 
decided  after  judgment  had  been  entered  by  the  superior  court  in  the 
Mass  case. 

The  California  Court  states  its  understanding  of  the  Slochower  deci- 
sion to  be  that  a  public  employee  may  be  dismissed  for  refusing  to 
answer  under  the  privilege  of  self  incrimination  only  after  a  full  hear- 
ing and  a  determination  that  his  reasons  for  invoking  the  privilege  are 
not  sufficient.  The  court  pointed  to  the  Slochower  decision  which  voided 
a  summary  dismissal  where  no  consideration  was  given  to  the  subject 
matter  of  the  questions  asked,  the  remoteness  of  the  period  to  which 
they  were  directed  or  to  the  justification  for  the  exercise  of  the  privilege, 
such  as  where  the  plea  resulted  from  mistake,  inadvertence  or  legal  ad- 
vice conscientiously  given  whether  wisely  or  unwisely. 

It  is  not  clear  from  the  court's  decision  in  the  Mass  case  as  to  where 
the  required  hearing  must  be  held.  The  court  does  refer  to  Section  12604 
of  the  Education  Code  (Revised  Code  Section  12955)  which  provides  for 
the  dismissal  of  an  employee  "in  the  manner  provided  by  law," 

Under  California  law,  a  permanent  certificated  employee  is  given  the 
right  to  a  hearing  in  the  superior  court  before  dismissal.  (Section 
13529.)  (Revised  Code  Section  13412)  The  sections  of  the  Education 
Code  relative  to  this  procedure  do  not  require  that  the  school  district 
governing  board  hold  a  preliminary  hearing. 

Considering  this  procedure  and  also  the  fact  that  the  Blass  case  was 
remanded  to  the  trial  court,  we  believe  that  the  Mass  decision  inherently 
points  to  the  court  hearing  as  the  hearing  at  which  a  permanent  certifi- 
cated employee  must  be  given  an  opportunity  to  explain  his  reasons  for 
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refusing  to  answer.  It  would  ai>i)ear  that  if  at  all  possible  the  determina- 
tion of  the  legal  sufficiency  of  the  employee's  reasons  should  be  a  matter 
for  the  court  rather  than  a  school  district  governing  board. 

The  court  points  out  that  the  trial  court's  inquiry  was  limited  to  a 
determination  of  whether  the  employee  did  refuse  to  answer  the  ques- 
tions and  was  based  soleh'  upon  the  transcript  of  the  hearing  apparentl}' 
before  the  Board  of  Education.  Upon  the  basis  of  the  subsequent 
Slochower  decision,  the  trial  court  should  have  also  considered  the  em- 
ployee 's  reasons  for  refusing  to  answer. 

Therefore,  it  is  probable  that  the  Mass  case  affects  only  the  court  pro- 
ceedings in  the  dismissal  of  a  permanent  certificated  employee  and  does 
not  affect  the  procedural  steps  to  be  taken  by  the  Board  of  Education,  as 
set  forth  in  the  13th  Report  of  the  Committee.  It  would  appear  that  a 
hearing  before  the  board  in  the  3Iass  situation  relative  to  a  congressional 
committee  investigation  is  both  unnecessary  and  unwise.  To  hold  such  a 
hearing  at  which  the  employee  is  given  an  opportunity  to  answer  the 
same  questions  he  had  refused  to  answer  before  the  congressional  com- 
mittee would  render  Section  12604  (Revised  Code  Section  12955)  practi- 
cally ineffective. 

However,  a  different  jDroeedure  is  applicable  to  Dilworth  Act  cases 
involving  noneertificated  and  certain  uonpermanent  certificated  em- 
ployees. The  legal  procedures  relative  to  the  dismissal  of  such  employees 
may  not  provide  for  a  superior  court  hearing  before  dismissal.  If  under 
these  procedures  a  hearing  is  required  before  a  governing  board  or  other 
bod}',  then  the  requirements  of  the  Mass  case  as  to  the  determination  of 
the  sufficienc}'  of  the  emploj-ee's  reasons  for  his  refusal  to  answer  would 
be  applicable. 

This  being  so,  it  is  advisable  to  add  a  further  question  at  tlie  conclu- 
sion of  the  questions  enumerated  in  the  Thirteenth  Report  of  the  Senate 
Investigating  Committee  on  Education  under  Section  VIII,  pages  97 
and  98.  This  question  would  be  "Is  there  anything  further  you  wish  to 
state  relative  to  j'our  reasons  for  j'our  answers  to  the  foregoing  ques- 
tions. ' ' 

It  might  also  be  preferable  to  add  in  the  13th  Report  alternative 
statements  in  the  Letter  Setting  Forth  the  Charges,  Section  X,  at  the 
conclusion  of  the  questions  on  page  99,  to  the  effect  that  either  ' '  the  em- 
ployee was  provided  an  opportunity  to  explain  his  reasons  and  such 
reasons  are  not  sufficient  to  justly  his  refusal  to  answer  the  above  ques- 
tions" or  "the  employee  was  provided  an  opportunity  to  explain  his 
reasons  and  declined  to  do  so. ' ' 

One  further  observation  must  be  made  relative  to  dismissal  of  those 
employees,  for  which  the  statutory  procedure  does  not  require  any 
hearing  before  dismissal.  In  view  of  the  Slochower  decision  voiding 
summary  dismissal  without  a  full  heaving,  we  would  suggest  that  the 
governing  board  hold  a  hearing  as  contemplated  in  that  case. 

In  summary  it  is  believed  tiuvt  the  effect  of  the  Mass  case  in  the  three 
situations  of  dismissal  under  the  Dilworth  Act  is  as  follows:  (1)  in  the 
dismissal  of  a  permanent  certificated  employee,  an  opportunity  must  be 
given  the  employee  at  the  court  hearing  to  explain  his  reasons  for  re- 
fusing to  answer;  (2)  in  the  case  of  other  employees  wliere  no  court 
hearing  is  re(|uired  before  dismissal  but  a  liearing  is  required  before  the 
Board  of  Education  or  other  body,  a  similar  opportunity^  must  be  given 
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the  employee  at  the  latter  hearing  and  a  determination  of  the  sufficieney 
of  his  reasons,  if  stated,  must  be  made;  and  (3)  lor  those  employees  for 
whose  dismissal  no  liearin;;'  is  now  required,  a  heariuf?  before  a  dismissal 
must  be  held  and  must  contain  the  same  elements  as  arc  required  under 
the  hearing:  in  the  second  situation. 


PART  VI 

REPORT  ON   MUSIC   TEXTBOOKS   REQUIRED   FOR 
CALIFORNIA   PUBLIC   SCHOOLS 

lu  1958,  the  California  State  Department  of  Education  adopted  a 
new  series  of  music  textbooks,  ]\Iusic  For  Living  Series,  to  replace  the 
New  Music  Horizons  series.  Upon  making  a  review  of  these  textbooks, 
it  was  observed  that  the  Music  For  Ijiving  Series,  which  was  selected, 
lacked  the  stirring  patriotic  tone  of  the  New  Music  Horizons,  which 
were  replaced. 

The  importance  of  a  music  series  in  building  patriotic  citizens  should 
not  be  minimized.  Throughout  history,  the  cultural  heritage,  love  of 
country,  and  patriotic  spirit  have  been  handed  down  from  one  genera- 
tion to  another  through  the  medium  of  music  and  song  in  every 
country.  Songs  represent  a  part  of  our  national  identity'. 

The  free  spirit  of  America,  the  warm  sentiment  of  Spain,  the  gaiety 
of  Italy,  the  lament  of  Kussia,  the  mysticism  of  the  Orient,  and  the 
throb  of  Africa  have  all  been  written  into  songs  and  music.  Unique 
in  music  throughout  the  world  is  the  skirl  of  the  bagpipes  which  lights 
fire  in  the  breast  of  the  Scotsman. 

To  preserve  our  identity  as  a  Nation  it  is  imperative  that  we  renew 
the  spirit  of  patriotism  with  eacli  generation  through  music  and  song. 
This  report  was  prepared  because  it  appears  to  this  committee  that  the 
new  Music  For  Living  Series  does  not  provide  for  stirring  patriotic 
songs  as  adequately  as  the  New  Music  Horizons  series  which  was  re- 
placed. 

Songs  should  reflect  our  pride  in  such  words  as  brave,  loyal,  and 
bold  patriots,  free,  free  men,  freedom,  liberty,  and  the  Flag.  The  idea 
of  serving  one's  country  needs  to  be  stressed  through  song  today  more 
than  at  any  time  in  our  history.  America  is  a  great  Nation  with  a  great 
national  heritage,  and  we  should  have  songs  filled  with  praises  of  her. 

Another  area  of  concern  to  this  committee  is  the  factor  of  the  cost 
of  adopting  a  new  textbook  series.  It  is  unquestionably  desirable  and 
necessary  to  keep  our  basic  textbooks  up  to  date,  and  to  adopt  new 
textbooks  when  these  are  superior  to  the  ones  in  use.  We  question,  how- 
ever, the  policy  of  purchasing  a  new  series  of  textbooks  wliich  are  in- 
ferior in  patriotic  content  and  wliicli  inadequately  portray  our  Ameri- 
can heritage. 

The  music  textbooks  currently  in  use  are  known  as  the  Music  For 
Living  Series,  by  James  L.  Mursell  and  others  (Gladys  Tipton,  Beatrice 
Landeck,  Harriet  Noi-dholm,  Roy  E.  Freeburg,  Jack  M.  Watson)  ;  Sil- 
ver r)nrdett  Company,  19,5(j.  The  music  textbooks  which  were  replaced 
are  known  as  tlie  New  Music  Horizons,  by  Osbourne  McConathy  and 
others  (Kussell  V.  I\lorgan,  James  Tj.  Mur.sell,  Marshall  Bartholomew, 
Mabel  E.  Bray,  W.  Otto  Miessner.  Edward  Bailey  Birge)  ;  Silver 
Burdett  Company,  1946. 
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To  illustrate  the  differenees  between  the  two  music  textbook  series, 
the  followinf?  comparisons  of  patriotic  sonpfs  were  prepared.  All  patri- 
otic songs  were  listed,  whether  American  or  of  a  foreign  conntry,  be- 
cause, in  general,  these  songs  emphasized  the  spirit  of  freedom  and  love 
of  country.  In  most  cases  the  reader  can  distinguish  between  the  Amer- 
ican and  foreign  patriotic  songs  by  the  titles. 


COMPARISON   OF   PATRIOTIC   SONGS 


(Grade  VI) 


NEW   MUSIC   TEXTBOOK 
Music  Around  the  World 
Classifiofl  Iiulox — Pntriotism 

Papje 

America,  the  Beautiful 98 

Caisson  Song,  The 76 

Dundai 65 

God  of  Our  Fathers  (National 

Hymn)   25 

Reveille    73 

Star  Spangled  Banner,  The-__     96 


Taps 


73 


Not    in    Classified    Index    under 
Patriotism 

Soldiers'  Chorus 230 


OLD   MUSIC   TEXTBOOK 

New  Music  Horizons 

Classifie<l    Index — Patriotism 

Pntre 

America    226 

America,  the  Beautiful 35 

Columbus 28 

Dear  Land  of  All  My  Love       4 

Men  of  the  Air 157 

National  Hymn  (God  of  Our 

Fathers)     1 

Patriotic  Creed,  A 89 

Star  Spangled  Banner,  The-  222 

Washington 134 

Not  in  Classified  Index  under 
Patriotism 

A  Free  Spirit 34 

Chinese  National   Anthem 104 

Hvmn    of   the   Orange   Free 

State    80 

Land  of  Freedom 144 

Lewis  and  Clark 64 

Loyalty    57 

Maple  Leaf  Forever,  The 36 

Marseillaise,  The 136 

Patriotic  Song 90 

Polish  Patriotic  Hymn 190 


(Grade 
Music  in  Our  Country 

Classified  Index — Patriotic 

America   122 

America,  the  Beautiful 1 

Dixie    132 

Star  Spangled  Banner,  The-__  130 

Not  in  Classified  Index 

American  Hymn,  The 219 

Battle  Hymn  of  the  Republic-  134 
Johnny  Comes  Marching  Home  131 

Marines'  Hymn 138 

Riflemen  of  Bennington 128 

Tenting  Tonight 13G 

Yankee  Doodle 126 


V) 


New  Music  Horizons 

Classified    Index — Patriotism 

America   199 

Battle  Hymn  of  the  Republic  ^  180 

Caisson  Song,  The 12 

Chester 03 

Child's  American  Hymn 201 

Columbia,  the  Gem  of  the 

Ocean 1 

Dixie    186 

Great  Washington 94 

Just  Listen  to  Amei'ica ! 96 

Marines'  Hymn.  The 60 

Our  Country's  Flag 66 

Star  Spangled  Banner,  The—-  200 
Tenting  on   the  Old   Camp 

Ground 158 

When    .Johnny    Comes   March- 
ing Home 20 

Not  in  Classified  Index  under 
Patriotic 

O  Canada 81 

There's  a  Land  We  Love 58 
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(Grade  IV) 
Music  Near  and  Far  New  Music  Horizons 

Classifiod  IiuU'x — Patriotism  Classified     ludc^x — Mv    Countrv  ! 

'Tis  of  Thee 

America,  the  Beautiful ISO  America    180 

Stars  and  Stripes  Forever,  The  14G  Buslc  Call,  The 82 

Star  Spansled  Banner,  The  __  176  Flajr    Song     (Turner    and    O'- 

Hara) 65 

l-onjv  Up,  There's  the  Flag !  __       5 

Rider 101 

Star  Spangled  Banner,  The 1 

(Grade  III) 
Music  Now  and  Long  Ago  New  Music  Horizons 

Classifiod   Index — Patriotic  Classified  Index — Patriotism 

America    KJl                  America    158 

America,  the  Beautiful 164                 America,  the  Beautiful 1 

Yanlice  Doodle  128                 Columbus  Day 153 

Flag   Song    (Turner  and   Bar- 
tholomew)      47 

For  God  and  Country 86 

Marching  Soldiers,  The 70 

Xot    in    Classified    Index     under 

Patriotic                                                                  Marching  Song 13 

Star  Spangled  Banner,  The  __  170  Our  Country 51 

There  Are  Many  Flags 172                 Tliore  Are  Many  Flags 74 

United  We  Stand 79 


A  ftirther  check  was  made  to  determine  how  many  times  the  words, 
"freedom,"  and  "liberty"  occurred  in  these  songs.  For  example  in 
the  sixth  jzrade  song  book  just  discai-ded,  the  word,  "freedom,"  occurs 
17  times.  In  the  new  sixth  grade  book  the  word,  "freedom,"  appears 
once. 

In  the  series  of  four  books,  gi-ad(>s  TTI  lliroiigh  VI  being  discarded: 

Freedom  appears  31  times 
Liberty  15  times 

In  tlie  new  series  the  pupils  are  now  compelled  to  use  by  the  adop- 
tion of  the  State  Board  of  Education : 

Freedom  appears  11  times 
Liberty  7  times 

The  grand  old  hymn,  America,  for  scores  of  years  our  national  an- 
them, appears  in  the  old  textbooks  for  all  four  grades,  but  is  omitted 
from  the  sixth-  and  fourtli-grade  books  in  the  ncAv  series.  This  h^^nn  is 
the  most  useful  song  ever  written  to  ijispire  love  of  freedom  and  the 
ideals  of  libei-ty  in  our  youth. 

In  the  old  series  of  music  books  for  gi'ados  1 1 1  tlirougli  VI  there  were 
4;")  se])arate  patriotic  hymns  and  songs.  Some  of  these  were  repeated  in 
different  grades,  for  example.  "America,"  and  "The  Star  Spangled 
lianncr. " 

In  th<'  new  series  for  grades  111  through  XI  there  are  only  li)  se])a- 
rate  i)atriotic  numbers.  There  are  four  songs  repeated  and  eight  tliat 
do  not  appear  in  the  old  series. 

The  songs  ]ires('ut  in  the  ronner  music  series  Ihal  liave  been  di-opped 
iiiiil  liiiiitted  from  llic  new  .series  are  34  in  number  and  are: 
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A  Freo  Spirit  Lewis  and  ClarU 

A  Patriotic  Creed  Look  Up,  Tlierc'.s  the  Flag 

Bugle  Call,  The  I>o.valty 

Chester  Maple  Leaf  Forever,  The 

Child's  American  Hymn  Marching  Soldiers,  The 

Chinese  National  Anthem  Marching  Song 

Columhia  the  Gem  of  the  Ocean  Marseillaise,  The 

Columhns  Men  of  the  Air 

Colnmbns  Day  O  Canada 

Dear  Land  of  All  My  Love  Onr  Conntry 

Flag  Song  (Turner  and  O'Hara)  Our  Country's  Flag 

Flag  Song  (Turner  and  Patriotic  Song 

Bartholomew) 

For  (lod  and  Country  Polish  I'atriotic  Hymn 

Great  Washington  Rider 

Hymn  of  the  Orange  Free  State  There's  A  Land  "We  Love 

Just  Listen  to  America  United  We  Stand 

Land  of  Freedom  Washington 

Some  of  the  patriotic  songs  were  not  found  in  either  the  new  Music 
For  liiving  Series  or  the  old  New  Music  Horizons.  Among  these  songs 
were  God  Bless  America,  Flag  of  the  Free,  Hail,  Columbia!,  The  Battle 
Cry  of  Freedom. 

Of  further  interest  to  this  committee  was  the  fact  that  no  popular 
California  songs  Avere  included  in  either  the  old  or  new  music  series. 
Such  songs  as  "I  Love  You,  California,"  the  official  state  song,  and 
"California,  Here  I  Come,"  were  omitted  in  both  series. 

It  is  hoped  that  this  report  will  focus  attention  on  the  need  for 
patriotic  songs. 

Concerning  the  purchase  of  these  music  textbooks  as  well  as  other 
textbooks,  the  following  information  is  provided. 

A.  B.  No.  435  which  was  approved  in  the  1958  Session  of  the  Legis- 
lature states : 

"For  publishing,  purchasing,  and  shipping  free  textbooks,  Department 

of  Education,  in  accordance  with  the  following  schedule 9,049,496 

Schedule : 

(a)  Salaries  and  wages 74,360 

(b)  Operating  Expenses  and  Equipment 9,020,136 

Total  of  schedule 9,094,496 

Less  estimated  reimbursements 45,000 

Net  appropriation : 9,049,496 

None  of  the  moneys  appropriated  by  this  item  may  be  expended  for 
publishing,  purchasing,  or  shipping  any  textbook,  which  has  been 
conditionally  approved  or  adopted  by  the  State  Board  of  Education 
subject  to  the  condition  that  revisions  will  be  made  in  such  textbook 
by  the  publisher,  unless  and  until  such  revisions  have  been  made  to 
the  complete  satisfaction  of  said  board.  *   *   *" 

On  Tuesday,  January  15,  1957,  the  State  Curriculum  Commissioji, 
meeting  at  the  Hotel  del  Coronado,  made  the  following  reconnnenda- 
tion: 

"Music  Recornm endafio II  to  State  Board  of  Education 

At  1 :45  p.m.  the  commission  convened  in  executive  session  to  consider  the 
results  of  its  evaluative  studies  of  music  textbooks  for  grades  2  through  8  for 
the  period  beginning  July  1,  1958. 

The  commission  reconvened  in  regular  session  at  3  p.m.  Mr.  Pinckney  moved 
that  the  commission  recommend  to  the  State  Board  of  Education  that  the  board 
adopt  the  following  basic  textbooks  and  teachers  manuals  for  use  in  grades  2 
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through  C)  in  schools  with  graded  programs  in  music  for  a  period  of  not  less 
than  six  years  nor  more  than  eight  years  beginning  July  1,  1958,  subject  to 
revision  by  the  State  Department  of  Education  under  the  direction  of  the  State 
Curriculum  Commission  : 

•'Music  for  Living  Series,  by  Mursell  and  Others,  published  by  Silver  Rurdett 
Company  (1056) 

Grade  2     Music  in  Our  Town 

Pupil's  book  and  teacher's  book 
Grade  3     Music  Note  and  Long  Ago 

Pupil's  book  and  teacher's  book 
(Jrade  4     Music  Near  and  Far 

I'upil's  book  and  teacher's  book 
Grade  5     Music  in  Our  Country 

I'upil's  book  and  teacher's  book 
Grade  G     Music  Around  the  World 

Pupil's  book  and  teacher's  book 

"The  motion  was  seconded  by  Mrs.  Mcintosh  and  carried  by  a  unaninitnis  roll 
call  vote : 

Ayes:     I.  O.  Addicott  H.  M.  McPherson 

Fernie  M.  Gleason  Paul  W.  Pinckney 

Gertrude  R.  Goodrich  Jackson  Price 

Tennessee  Kent  C.  C.  Trillingham 

Martha  K.  Mcintosh  La  Von  H.  Whitehouse 
2\oes:     None 

On  January  30,  1957,  the  following  action  was  taken  by  the  State 
Board  of  Education  at  a  meeting  in  Sacramento,  California. 

"Dr.  Kinney  moved  that  the  board,  on  the  recommendation  of  the 
Curriculum  Commission,  adopt  the  following: 

"Ixesolred,  that  the  board  adopt  the  following  basic  textliooks  and   teachers' 
manuals : 
Grade  Title  Price 

"Grade  2  Music  in  Our  Town $0,384 

Grade  3  Music  Now  and  Long  Ago 0.392 

Grade  4  Music  Near  and   Far 0.40 

Grade  5  Music  in  Our  Country 0.44 

Grade  6  Music  Around   the   World 0.456 

together  with  the  actual  cost  to  the  publisher  of  producing  positives  and/or 
negatives  for  accompanying  teachers  editions;  and  supplementary  textbooks  and 
teachers'  manual  for  use  in  Grade  1 

"I    Like   the   Country $0.24 

I   Like  (he  City   0.24 

Music  Through  the  Day — Teachers'  Book  1 0.696 

"That  the  president  of  the  State  Board  of  Education  be  authorized  and  di- 
rected on  behalf  of  the  State  Board  of  Education  to  enter  into  an  agreement 
with  the  Silver  Burdett  Company,  a  New  Jersey  Corjioration,  for  the  lease  of 
plates  and  right  to  publish  and  distribute  the  aforesaid  textbooks. 

"The  motion  was  seconded  by  Mr.  Werner  and  carried  by  the  follow- 
ing roll  call  vote : 

Ayes:     Mr.  Blair,  Mr.  P.ucknani,   Dr.  Kinney,  Mr.  .Mellon,  -Mr.  Mussatti,  Mrs. 

Noland,  Mr.  Osslo,  Mr.  Simons,  ^Ir.  Werner 
Noes:     None 
Absent:     Mr.  .\tkinson 


APPENDIX   A 
LAYMEN   SPEAK 

The  trustees  of  the  Santa  Ana  School  District  made  public  a  state- 
ment of  their  aims  and  purposes.  The  committee  has  not  observed 
any  expression  by  a  professional  school  administrator  or  teacher  that 
exhibits  so  complete  an  understanding  of  the  true  function  of  the  Amer- 
ican public  school. 

This  statement  carries  an  air  of  humility  and  service  with  a  full  ap- 
preciation of  our  obligations  as  Americans  to  uphold  our  traditional 
institutions. 

Santa  Ana  City  Schools 
1415  French  Street,  Santa  Ana,  California 

February  1,  1957 
An  open  letter  to  parents  and  taxpayers: 

Because  many  conflicting  philosophies  of  education  are  being  expressed  in  the  press 
and  from  platforms,  it  seems  proper  that  we  as  your  representatives  set  forth  our 
own  viewpoint  and  aims.  This  letter  is  also  an  effort  to  acknowledge  your  interest 
and  concern  in  your  schools — an  interest  often  expressed  to  us  and  always  appreci- 
ated. 

We  consider  our  schools  an  adjunct  to  the  family,  not  a  substitute  for  it.  Our 
schools  belong  to  Santa  Ana  taxpayers  and  parents — not  to  their  trustees,  adminis- 
trators, teachers,  or  the  State. 

We  are  concerned  with  the  further  development  in  children  of  the  feeling  of 
adequacy  and  individual  security.  We  believe  that  this  feeling  begins,  so  far  as 
the  child's  school  experience  is  concerned,  with  consciousness  of  mastery  over  sub- 
ject matter  and  the  satisfaction  resulting  from  recognition  of  a  task  well  done. 

We  believe  that  competition  is  essential  to  our  economy  and  society  and  intend 
to  teach  it  as  a  principle  and  maintain  it  as  the  basis  of  grading. 

A  school  which  seeks  to  protect  the  child  from  all  disappointment  and  hard  knocks 
is  likely  to  do  him  the  disservice  of  developing  in  him  the  expectancy  of  a  life  de- 
void of  such  shocks. 

We  hold  schooling  to  be  a  relatively  simple  rather  than  complex  affair  and  want 
children  to  feel  the  classroom  and  our  school  system  an  example  of  composure.  In 
such  an  atmosphere  the  child  can  better  be  shown  the  possibility  of  composing  his 
own  life  by  planning  his  time,  his  finances,  his  relationships  with  other  people  and 
with  his  God. 

Reading  and  Speech 

Since  teaching  and  learning ,  are  accomplished  by  the  exchange  of  ideas,  it  is 
essential  that  children  gain  thorough  facility  with  our  language.  In  Santa  Ana 
schools  instruction  in  reading  is  carried  beyond  "merely  learning  to  read"  by  teach- 
ing the  technique  of  reading  and  analyzing  increasingly  difficult  matter.  As  the  child 
reads  better  he  forms  his  own  thoughts  better  when  he  speaks  or  writes  them.  In 
reading  classes  he  is  guided  through  the  literature  which  has  formed  our  civilization 
and  our  American  heritage. 

Arithmetic 

Skill  in  arithmetic  and  mathematics  we  deem  essential.  They  require  that  a  student 
secure  a  foundation  of  basic  concepts,  and  an  orderly  progression  in  acquiring  con- 
cepts, so  that  his  knowledge  of  the  subject  grows  from  foundation  to  frame  and  then 
to  superstructure.  Such  knowledge  of  the  most  logical  subjects  helps  the  student 
approach  less  logical  subjects  in  the  same  thorough  manner. 

History 

We  want  Santa  Ana  children  to  be  taught  when  and  where  freedom  has  been 
realized,  bow  it  was  lost  by  some  societies  after  its  realization,  and  how  it  was 
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kept  alive  in   tlie  hearts  and  minds  of  exceptional  men — some  of  whom  never  ex- 
perienced it  but  lived  out  their  lives  under  tyranny. 

Physical  Education 

The  physical  education  pro^'rani  aims  to  create  proper  health  habits  and  to  de- 
velop all  children  physically.  We  believe  team  participation  in  sports  is  beneficial. 
The  opportunity  to  participate  in  sports  is  provided  for  those  who  desire  it.  We 
value  .sports  for  stimulation  of  mental  alertness,  the  will  to  win,  the  ability  to  get 
along  with  others,  and  the  ad.iustnu'nt  to  emergency  situations. 

Textbooks 

"W'e  are  seldom  completely  satisfied  with  available  textbooks  in  the  social  and  eco- 
nomic fields.  AVe  constantly  search  for  better  textbooks  and  exert  wliat  influence  we 
can  toward  the  production  of  texts  that  stress  the  importance  of  the  individual,  his 
property  riu:ht.s,  our  competitive  economy,  constitutional  representative  government 
with  divided  powers,  and  the  rights  of  state  and  local  entities  in  the  national  struc- 
ture. 

In  Conclusion 

We  do  not  consider  the  cost  of  schools  and  schooling  too  great  and  know  that 
it  will  increase  ;  but  we  are  pledged  to  assure  ourselves  that  school  funds  be  wisely 
spent  to  secure  the  best  possible  return. 

We  take  pride  in  our  .schools  and  their  staffs  but  strive  steadily  to  make  Santa 
Ana's  school  system  increase  in  quality,  uniquely  suit  the  needs  of  its  community 
and  the  Nation,  and  to  make  its  product  ever  more  rounded,  more  adequate,  more 
self-assured. 

Sincerely  yours, 

Santa  Ana  Board  of  Education 
C.  B.  Knickerbockkk,  President 
John  C.  Bkllows,  Vicc-rresident 
Wilbur  Barr 
Donald  L.  IIayden 
Don  p.  Kennedy 


APPENDIX   B 
A   SCHOOL   TRUSTEE'S  TESTIMONY 

There  lias  receiill.v  eoine  to  the  atleiitioii  ol'  1his  comtiiillee  tlu^  eh)- 
qiienl  testiiuony  of  a  sehool  trustee.  This  aeeouiit  of  personal  and  i)rac- 
tical  exj)erieiiee  has  iiistruetive  inroniiation  that  may  he  valual)le  to 
many  sincere  parents  who  are  confronted  with  similar  problems. 

Extracts  of  more  than  local  interest  follow : 

"Thank  .vou  for  ^Mviiij;  nn'  (iiiic  (o  Icstifv  in  favor  of  prolcci  iiiu  tli«'  frtv-dorim  of 
Americans  without  |iro|cc(iiiK  thi-  'ri^hls'  of  those  who  would  (h-ny  to  all  Anierieaus 
Ihe  freedoms  K'naninteed  1o  them  tiy  oiij-  ('onstitulion. 

"I  !im  no  (>x])ert  on  conslitulional  law,  mei-ely  one  who  lliroiifjh  coiistiint  study 
is  daily  fj^rowiiif;'  in   admiration  of   il. 

"The  nearer  peopl(>  are  to  the  government,  the  better  ean  they  inform  themselves 
about  those  who  govern  them,  th(>  more  zealously  Avateh  and  ^uard  the  freedoms  our 
Constitution  guarantees  them.  AVo  on  the  local  level — city,  county  and  to  some 
extent  State;-  -can,  if  we  will,  study  the  actions  as  well  as  the  promises  of  our 
representatives  in  f;'>veniincnt.  And  on  the  local  level  wo  can  often  best  spot  those 
who  do  not  serve  us  well. 

"But  we  have  been  lulled  by  th(>  dnj;nia  of  'exi)ert  ness'  into  foruettin;,'  that  the 
'price  of  freedom  is  eternal  visilance.'  We  are  too  easily  discouraged  when  the 
'experts'  in  our  hire  say,  '('ome  to  us  with  your  problems  and  we  will  listen — and 
then  do  exactly  as  we  in  our  exi)ert  wisdom  wish  to  do.' 

"In  no  fiehl  has  this  doKnia  of  exi)ertness  bvHMi  more  disastrous  than  in  jjiiblic 
education  wherti  the  damage  has  been  to  our  most;  i)recious  jxjssessions — our  children; 
and  this  in  si)ite  of  tlie  thousands  of  dedicated  t(>achei's  who  have  been  unable  to 
resist  the  tide  of  'expertness.' 

"We  spend  billions  on  Foreign  Aid  which  we  fondly  hop(;  will  win  friends  and 
hold  back  the  Communist  advance.  We  spend  billions  on  public  education  only  to 
wake  up  with  a  .iolt  when  we  learn  from  former  Communist  organizers  that  the 
Soviet  organi/.ers  have  been  continuously  engaged  in  a  plan  to  penetrate  our  educa- 
tional institutions  at  <'\er^'  jjossibh;  point,  thus  thrc^atening  our  security  and  our 
very  freedoms.  Individual  excellence  and  competition  has  l)e(ui  discoui-aged  (non- 
competitive rei)ort  cards  during  the  best  training  age  of  childi'en,  as  an  example) 
in  favor  of  'readiness  to  learn'  and  'group  activity'  and  'life  adjustment;'  thus 
w<'akening  the  will  to  work  hard  ami  to  enjoy  the  rewards  of  real  endeavor;  thus 
making  them  leady  to  depend  on  a  P.ig  15rother  AVelfare  (Jovernmont ;  thus  making 
I  hem   i-(>ady  for  AVorld  Covei'iiment    (and  Communism). 

"Those  who  awaken  to  the  Communist, danger  in  schools  are  called  enemies  of  the 
public  schools,  for  the  signs  of  subversion  seem  too  fantastic  to  be  true.  AVe  read; 
we  listen;  we  study;  we  look;  and  giadually  i)iec<'s  of  the  jigsaw  of  Communist 
planning  form  a  pattern. 

"Even  to  those  who  have  been  aware  of  the  ('ommimist  infiltration  in  churches, 
foundations  and  our  very  government,  it  is  amazing  to  find  the  control  of  our  public 
system  of  free  schools  — in  tlie  i)hilosophy  of  education,  the  emi)hasis  on  gi'oup  action, 
the  dogma  of  'readiness'  rather  than  on  early  di'ill  in  i)asic  subjects,  the  emphasis  on 
the  'whole  child'  by  which  they  grab  for  themsehcs  dominion  over  all  activities  of 
the  child,  relegating  parents,  church  and  other  ci\ic  organizations  to  a  weak  posi- 
tion with  little  authority. 

"How  do  we  recognize  (!oinmunism  in  schools?  First  by  reading  of  their  goals 
and  plans  in  educational  journals;  then  by  reading  books  by  educators  who  them- 
.selves  recognize  the  dangers;  next  by  studying  the  reports  of  government  hearings 
(both  State  and  Federal)  on  Communists  in  education;  and  we  find  that  influential 
leaders  in  education  have  urged  teachers  'to  reach  for  power,'  to  educate  children 
for  tlie  'social  state  in  which  they  are  to  live,'  to  educate  the  adults  in  the  com- 
munity so  that  their  prejudices  will  not  affect  their  children,  etc.;  we  see  a  soil 
fertile  and  ready  for  Communist  cultivation. 
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"Wheu  au  cducalor  puuuds  his  fist  on  the  tabic  to  emphasize  his  patriotism  while 
refusing  to  inquire  into  the  speakers  brought  into  the  student  body  (with  a  long 
line  of  Communist-front  activities)  and  even  refuses  to  suggest  teachers  in  charge 
who  might  be  l)rought  in,  an  alarm   bell  rings. 

"When  a  social  studies  teacher  criticizes  the  Walter-McCarran  Act  (one  of  the 
chief  targets  of  the  Communists)  but  refuses  to  allow  a  student  to  play  a  record 
telling  the  Congressman's  explanation,  au  alarm  bell  rings.  Is  academic  freedom 
not  for  students V 

"When  you  see  American  History  books  with  most  of  the  stories  of  American 
heroes  and  heroic  sayings  omitted  and  much  emphasis  on  the  wonders  of  the  United 
Nations,  UNESCO,  etc.,  a  bell  rings. 

"When  a  13-year-old  boy  tells  his  mother  that  in  General  Education  (Core)  his 
class  is  setting  up  panel  discussions  to  decide  what  to  do  about  the  Constitution  of 
the  United  States  which  his  teacher  says  is  "outmoded,'  w^hen  that  child  says  that 
it  can't  be  outmoded  because  it  can  be  changed  by  amendment,  and  tlie  teacher  sug- 
gests that  amending  the  Constitution  is  not  fast  enough  to  give  the  President  the 
powers  he  needs,  what  is  a  parent  to  think  V  And  when  she  is  a  member  of  a  school 
board,  what  is  she  to  doV  1  am  that  parent  and  member  of  a  school  board. 

"1  brought  it  to  the  attention  of  the  others  on  the  board  in  open  meeting,  saying 
that  this  type  of  attack  on  the  Constitution  could  not  be  blamed  on  the  individual 
teacher  (and  1  didn't  name  her)  but  that  I  wanted  to  know  how  tills  subversive 
type  of  thinking  was  being  funneled  into  our  teachers  to  be  passed  on  to  the  stu- 
dents, and  at  a  dangerous  age  when  their  background  of  historical  knowledge  is 
very  meager.  I  was  accused  of  bringing  uuautheuticated  material  and  told  that  it 
shouldn't  be  discussed. 

"At  a  recent  meeting  of  Social  Studies  and  General  Education  teachers,  a  question 
was  raised,  'Should  Communism  be  taught  in  the  schools':'  We  want  to  do  so  but  a 
loud  minority  won't  let  us.'  1  read  to  them  from  'International  Communism  (p.  11), 
'*  *  *  couiiiuinism  should  be  taught  *  *  *  but  *  *  *  it  should  be  taught  with  a 
moral  directive  *  *  *  (we  should  emphasize  the  basic  foundations  of  American 
civilization,  revealing  the  enemy  threatening  their  destruction — If  it  is  presented 
uitliout  moral  direction,  it  appears  simply  as  an  alternative  economic  system  with 
certain  superior  virtues  *  *  *  aud  instead  of  opposing  coiinitunixin,  it  tends  io 
recruit  to  communism  1  (emphasis  added).  'The  first  step  of  Communist  conquest  is 
the  ideological  conquest  of  the  student  mind.  *  *  *  Our  first  step  should  be  the 
immunization  of  the  student  mind  against  that  conquest.   *   *   *' 

"Ilow  can  we  as  parents,  teachers,  school  boards  and  citizens  so  'immunize'  our 
children*?  Only  by  the  vigilance  of  us  all  in  thoroughly  grounding  them  in  the  history 
of  mans  progress  from  slavery  to  liberty,  the  highest  attainment  of  which  we  enjoy 
under  the  Constitution  of  the  United  States.  We  must  exercise  our  God-given 
parental  rights  to  guide  our  children,  and  our  educators'  duties  to  guide  the  children 
of  others,  by  ridding  our  schools  of  those  who  would  dare  to  weaken  the  students' 
love  and  appreciation  of  his  own  Country.  Communists  and  their  fellow  travelers 
have  a  constitutional  right  to  make  a  li\ing  but  not  at  the  expense  of  our  American 
children.  To  leach  is  a  privilege  and  an  honor  and  all  respect  should  be  accorded  the 
individuals  in  the  profession — it  is  not  a  right. 

"Grass-root  patriots  are  answering  the  question,  'Have  we  outgrown  our  Constitu- 
tion?' with  a  resounding,  'No.'  Will  you  help  them'/  Will  you  aid  school  boards  and 
others  in  whose  trust  you  have  placed  your  children '/'' 


APPENDIX   C 
AMERICA   NEEDS   FULL-TIME   PATRIOTS 

By  J.  Edgar  Hoover,  Director  of  the  Federal  Bureau  of  Investigation 

"God  grants  liberty  only  to  those  who  love  it,  and  are  always 
ready  to  guard  and  defend  it. ' ' 

Daniel  Webster 

"There  is  no  place  in  America  for  part-time  patriots.  If  our  Nation 
is  to  live,  if  we  are  to  continue  to  enjoy  the  fruits  of  liberty,  we  can 
do  no  less  than  follow  the  example  of  the  men  who  won  that  freedom  for 
us.  Freedom,  while  a  heritage,  must  be  rewon  for  each  generation. 

"With  complete  selflessness  and  with  blazing  intensity  of  spirit,  our 
forefathers  dedicated  their  lives  first  to  securing  and  then  to  maintain- 
ing freedom.  They  knew  at  first  hand  that  life  without  freedom  is  intol- 
erable. And  so  they  dreamed  of  freedom,  fought  for  freedom,  lived  for 
freedom,  breathed  it  and  spoke  of  it,  prayerfully  and  without  sclfcon- 
sciousness. 

"Benjamin  Franklin  could  say  simply  and  eloquently,  'Where 
Liberty  dwells,  there  is  my  Country. '  And  when  the  salute  of  cannon  in 
celebration  of  the  Fourth  of  July  reached  his  ears,  a  dying  John  Adams 
could  arouse  himself  long  enough  to  murmer,  '  Independence  forever ! ' 

"Independence,  freedom,  liberty — are  words  that  ring  like  exulting 
bells !  Today  we  need  such  bells  to  be  rung.  This  Nation  is  face  to  face 
with  the  gravest  danger  ever  to  confront  it.  The  menace  of  Communism 
is  no  simple,  forthright  threat.  It  is  a  sinister  and  deadly  conspiracy 
which  can  be  conquered  only  by  an  alert,  informed  citizenry  dedicated 
to  the  preservation  of  the  principles  on  which  America  was  founded. 

"If  our  Nation  is  to  retain  its  liberty  in  the  future,  now,  as  never  be- 
fore, its  citizens  must  understand  that  the  inescapable  price  of  freedom 
is  eternal  vigilance.  And  eternal  vigilance,  with  dedication  to  its  cause, 
brings  unity  and  strength  in  time  of  crisis."  From  This  Week  Magazine, 
July  1,  1956. 
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APPENDIX   D 
THE   COMMUNITY   SCHOOL 

One  of  the  clearest  presentations  of  the  ideal  relationship  of  the  public 
school  to  the  population  served  was  received  by  Senator  Dihvorth  from 
Edward  H.  Moore,  President  of  the  Board  of  Trustees  of  the  Alamo 
School  District. 

It  has  so  much  of  the  true  spirit  of  devotion  to  unselfish  service  to  the 
patrons  of  the  school  that  it  is  reproduced  here. 

ALAMO  SCHOOL  DISTRICT 

Alamo,  Contra  Costa  County 
District  Super intejulent  California  President  of  the  Board 

J.  Waugh  P.  O.  Box  38  Edward  Moore 


District  Office :  Stone  Valley  School 
Miranda  Avenue,  Alamo 


April  9,  19137 


Senator  Nelson  S.  Dilworth 
State  Capitol 
Sacramento,  14,  Calif. 

Dear  Sir:  The  Board  of  Trustees  of  the  Alamo  Elementary  School  District  is 
deeply  concerned  about  legislation  which  would  appear  to  permit  a  compulsory  unifi- 
cation of  elementary  school  districts  without  the  approval  of  the  residents  of  the 
district. 

Our  feelings,  of  course,  are  based  to  a  considerable  degree  upon  our  own  experience. 
Our  district  geographically  is  located  between  two  larger  ones — Walnut  Crock  and 
Danville.  It  is  a  natural  point  for  the  development  of  its  own  social,  civic  and  recre- 
ational interests,  and  over  a  period  of  years  the  school  has  become  the  focal  point 
for  most  of  the  community's  activities  of  this  nature.  Our  school  enrollment  is  now 
just  over  700.  Our  board  consists  of  five  members.  Because  of  the  position  which  Ihe 
school  occupies  in  community  affairs,  the  board  members  are  personally  known  to 
most  of  the  residents  of  the  area,  and  there  are  few  people  who  do  not  know  at 
least  two  of  the  board  members.  In  short,  because  we  still  enjoy  the  advantages  of 
a  relatively  uncrowded  community,  we  believe  that  the  close  relationship  between  the 
board  of  trustees  and  the  citizens  provides  our  residents  with  a  real  opportunity  to 
participate  in  government  at  the  local  level.  We  believe  that  unification  would  change 
this  situation  to  the  detriment  of  the  people  of  the  district,  and  the  school  would  no 
longer  enjoy  the  position  that  it  occupies  at  the  center  of  so  much  community  ac- 
tivity. As  a  board  we  would  oppose  unification  for  tliese  reasons. 

However,  in  no  event  would  we  desire  to  superimpose  our  own  views  upon  those 
of  the  residents.  If  the  people  of  the  district  desire  to  have  unification  the  board 
would  willingly  join  in  working  toward  it.  But  we  believe  most  strongly  that  under 
no  circumstances  should  the  decision  on  unification  be  taken  from  the  citizens  who 
are  directly  involved.  Even  if  it  should  be  more  costly  (and  no  evidence  is  offered 
to  this  effect) — or  even  if  it  should  be  unwise — to  remain  as  a  separate  district,  we 
are  convinced  that  the  basic  right  of  decision  must  remain  with  the  people  of  the 
district,  and  we  urge  that  no  legislation  be  enacted  which  would  put  the  decision 
elsewhere. 

Very  truly  yours, 

Edward  H.  Moore 

Chairman  of  the  Board  of  Trustees 

Alamo  School  District 
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APPENDIX   E 

The  following  resolution  cunmiending  Dr.  Herman  T.  Speith  ap- 
peared in  the  California  State  Senate  Journal  of  January  22,  1957 : 

SENATE    RESOLUTION    NO.   38 
Commending  Dr.  Herman  T.  Speith 

Whereas,  There  is  widesproiid  concern  over  the  srowins  shortage  of  engineering 
and  science  students  in  our  universities  and  colleges  ;  and 

Whereas,  Our  major  defense  industries  report  that  they  are  handicapped  by 
inability  to  secure  sutKcient  young  engineers  and  scientists  trained  in  the  modern 
industrial  techniques;  and 

Whereas,  The  Riverside  branch  of  the  University  of  California  has  been  abb;  to 
enroll  12  percent  of  its  student  body  in  courses  with  a  major  in  physics,  G  percent 
with  a  major  in  chemistry,  10  percent  with  a  major  in  engineering  and  mathematics, 
14  percent  in  premedical  and  related  science  majors,  with  8  percent  in  other  science 
courses  bringing  the  total  number  of  students  pursuing  courses  with  science  and 
engineering  majors  to  over  one-half  of  the  entire  student  body,  an  achievement 
seldom  realized  in  a  college  of  letters  and  science ;  now,  therefore,  be  it 

Resolved  hy  the  Senaie  of  the  State  of  California,  That  the  Senate  commends  and 
congratulates  the  Provost,  Dr.  Herman  T.  Speith,  and  the  faculty  of  the  University 
of  California  at  Riverside  for  their  interest  in  the  professional  training  of  their 
students  and  their  success  in  inducing  this  large  proportion  of  their  students  to  pre- 
pare to  fill  the  urgent  needs  of  our  Nation  ;  and  be  it  further 

Resolved,  That  the  Secretary  of  the  Senate  is  directed  to  forward  a  suitably  pre- 
pared copy  of  this  resolution  to  Dr.  Speith  at  the  University  of  California,  River- 
side, California. 

Resolution  read,  and  unanimously  adopted  ou  motion  of  Senator 
Dilworth. 


I  12:^ ) 


APPENDIX   F 

STATEMENT  ON  THE  LOYALTY  OATH  FROM  THE  TENTH 

REPORT   OF   THE   SENATE   INVESTIGATING 

COMMITTEE   ON   EDUCATION 

August  12,  1932 
Page  116 

Communists  seldom,  if  ever,  criticize  the  Soviet  TTuioii  or  the  Com- 
munist Party.  This  characteristic  is  a  great  aid  in  their  identification. 

After  these  and  other  hearings  and  after  much  reading  and  discus- 
sion the  committee  has  reached  some  conclusions  as  to  the  value  of 
loyalty  oaths. 

First,  they  are  the  oldest  mechanism  used  by  mankind  continually 
since  the  remotest  antiquity  to  make  certain  of  the  loyalty  of  their 
dependents  and  their  associates.  All  human  experience  demonstrates 
universal  reliance  ou  the  value  of  oaths  of  loyalty. 

Second,  the  execution  of  the  required  oaths  during  the  current  con- 
troversy has  been  the  occasion  of  enthusiastic  ai^rmation  of  loyalty  by 
loyal  teachers  and  employees  that  has  been  an  inspiration  to  them  and 
to  those  they  serve.  A  renewed  appreciation  of  the  accomplishments  of 
our  people  and  their  great  value  to  us  has  resulted  from  the  loyalty 
oath  movement. 

Third,  the  ref|uirement  of  loyalty  oaths  has  multiplied  the  obstacles 
to  Communists  in  recruiting  membership  or  maintaining  discipline  in 
fellow-travelers  in  government  service.  Few  people  will  swear  to  an 
oath  knowing  it  to  be  false.  This  requirement  puts  a  most  difficult 
hurdle  in  front  of  the  Communists  attempting  to  involve  a  recruit  in 
their  con.spiracy.  This  explains  the  intense  and  abusive  opposition  by 
Communists  to  loyaltj^  oaths  and  their  vitriolic  attacks  on  the  patriotic 
legislators  who  advocate  and  defend  the  adoption  of  oath  requirements. 

Fourth,  while  we  must  admit  that  some  disciplined  and  indoctrinated 
Communists  have  taken  the  loyalty  oath  falsely  and  with  intent  to 
betray,  we  may  ask  what  law  is  100  percent  effective.  Also  it  is  very 
evident  to  the  committee  that  nothing  in  years  has  so  emphasized  the 
treachery  and  utter  perfidy  of  Communi.sts  as  tliis  willingness  to  swear 
to  a  false  oath.  Nearly  all  persons  believe  in  God.  Few  are  so  callous  as 
to  be  willing  to  use  His  name  in  a  false  statement  and  lie  for  their  per- 
sonal advantage.  The  result  has  been  an  opportunity  for  prosecution  for 
perjur}'  in  some  cases  and  more  important  an  appreciation  generally 
by  the  public  of  the  unreliability  of  Communists  and  the  complete 
moral  distortion  of  Communism. 
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LETTERS  OF  TRANSMITTAL 


Senate  Fact-Finding  Committee  on 
Commerce  and  EcoinTomic  Development 
California  Legislature, 

March  31,  1959 


Hon.  Glenn  M.  Anderson,  President ;  and 
Members  of  the  Senate 

Gentlemen  :  Your  Senate  Faet-Findino:  Committee  on  Commerce 
Economic  Development,  created  in  Senate  Resolution  No.  134  (Senate 
Journal  155,  page  4335,  June  8,  1955)  presents  herewith  a  partial  re- 
port of  its  stud}"  program  concerning  the  establishment  of  an  economic 
development  agency  for  the  State  of  California. 

This  is  a  "Report  on  the  Economic  Potentials  of  the  Sierra  Nevada 
Mountain  Counties"  and  it  is  typical  of  the  type  of  survey  that  could  be 
done  effectively  by  a  state  develo])ment  agency  to  assist  those  regions 
of  California  which  would  benefit  from  having  such  information  avail- 
able for  prospective  development  of  their  natural  and  recreational  re- 
sources with  special  reference  to  prospective  new  industries. 


Respectfully  submitted  by 


Charles  Brown,  Chairman 

Stanley  Arnold 

Paul  L.  Byrne 

James  A.  Cobey 

Hugh  Fisher 

J.  Eugene  McAteer 

George  Miller,  Jr. 


Frank  E.  Feliz,  Executive  Secretary 
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March  31,  1959 
To  the  Chairman  and  Mcmhcrs 
of  the  Senate  Commitiee: 

The  Senate  committee  staff  and  resenri'li  consultants  herewith  sub- 
mit a  Report  on  the  Economic  Potentials  of  California's  14  Sierra 
Nevada  Mountain  Counties,  prepared  by  Industrial  Planning-  Associ- 
ates in  accordance  with  our  instructions  and  guidance. 

The  "Sierra  Salient  Report"  was  authorized  by  the  Senate  com- 
mittee as  a  representative  survey  of  one  of  California's  most  important 
regions  from  the  standpoint  of  natural  resources,  recreation  and  de- 
velopment potential. 

While  not  to  be  considered  fully  comprehensive  or  definitive  in  its 
contents,  the  report  provides  a  concise,  informative  compendium  of 
economic  information  on  these  14  counties  comprising  the  Sierra  Ne- 
vada range  and  adjoining  areas. 

We  call  your  special  attention  to  the  six  specific  services  which  a 
state  development  agency  could  usefully  render  to  the  counties  of  the 
"Sierra  Salient"  as  listed  at  the  end  of  this  report. 

The  text  and  statistical  data,  together  with  the  conclusions  and 
recommendations,  also  provide  a  guidemark  for  present  and  future 
courses  of  action  that  could  be  undertaken  w^th  the  assistance  of  a 
proposed  California  state  economic  development  agency.  Such  an 
agency,  however,  should  work  in  close  co-operation  with  federal,  state 
and  local  government,  public  and  private  organizations,  chambers  of 
commerce,  and  related  interests  striving  to  realize  the  orderly  progress 
and  productive  potential  of  this  region,  for  the  benefit  of  the  State  as 
a  whole. 

Respectfully  submitted, 

Frank  E.  Feliz 
Executive  Secretary 
and  Research   Consultant 
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INDUSTRIAL  PLANNING  ASSOCIATES 

ECONOMIC   DEVELOPMENT  CONSULTANTS 

625  Market  Street 

SAN   FRANCISCO  5,  CALIFORNIA 

January  8, 1959 
Mr.  Frank  E.  Feliz,  Executive  Secretary 
Senate  Fact-Finding  Committee  on 

Commerce  and  Economic  Development 
California  Legislature,  San  Francisco,  California 

Dear  Mr.  Feliz  :  Attached  is  our  report  on  the  economy  of  the  ' '  Sierra 
Salient"  Nevada  counties  of  California,  dealing  with  the  resources, 
problems,  and  opportunities  of  Modoc,  Lassen,  Plumas,  Sierra,  Nevada, 
Placer,  El  Dorado,  Amador,  Calaveras,  Tuolumne,  Mariposa,  Alpine, 
Mono,  and  Inyo  Counties. 

The  social,  economic,  and  political  region  that  is  formed  by  these  14 
counties  is  one  of  the  least  populated  and  most  interesting  in  the  State. 
It  is  a  region  of  unbelievable  contrasts  and  unexcelled  beauty.  Because 
of  their  location,  these  counties  have  special  problems  not  experienced 
by  the  State  as  a  whole.  Also  because  of  their  location,  they  have  special 
opportunities  that  can  be  developed  to  a  high  degree. 

This  report  is  divided  into  three  parts— Part  One  surveys  the  eco- 
nomic factors  that  control  the  potential  development  of  the  region ; 
Part  Two  discusses  the  opportunities  for  future  development  in  selected 
fields  of  economic  activity ;  and  Part  Three  suggests  a  program  of 
action  to  assist  in  the  further  development  of  the  region. 

Sincerely  yours, 

Industrial  Planning  Associates 
(Signed) 

Stuart  P.  Walsh,  Director 
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INTRODUCTION 

Fourteen  Northern  and  Central  California  eouiilies  stretehinj?  alon<; 
the  eastern  borders  of  the  State  from  Orejion  almost  to  Arizona,  com- 
prise a  region  that  might  be  ealled  the  "Sierra  Salient."  While  this 
single  identification  for  the  total  group  of  conntics  is  convenient,  sev- 
eral distinct  areas  are  included  which  are  in  many  ways  very  different 
from  one  another.  The  extremes  within  the  region — in  terms  of  eleva- 
tion, climate,  resources,  growth,  and  development — are  as  wide  as  can 
be  found  anywhere  in  the  United  States. 

But  in  general,  this  70()-mile-long  and  5()-to-l()0-mile-wide  strip  faces 
a  common  problem  of  economic  survival.  For  despite  the  tremendous 
growth  of  the  State  of  California,  12  of  these  14  counties  have  had  a 
total  net  population  loss  since  1950  of  about  10,000  persons.  Although 
comprising  20  percent  of  the  land  area  of  the  State,  the  relative  im- 
portance of  these  12  counties  in  terms  of  population  was  but  1.1  percent 
of  the  State  in  1950,  and  had  dropped  to  0.7  percent  in  July  of  1958.^ 

In  the  two  counties  where  population  growth  has  taken  place  it  has 
been  almost  entirely  due  to  strip  development  along  the  major  highway 
corridors,  and  pocket  settlement  in  recreational  and  resort  areas.  These 
two  counties,  Placer  and  El  Dorado,  have  had  significant  increases, 
totaling  together  an  estimated  15,300  persons.  The  net  population  gain 
for  the  entire  Sierra  Salient  has  been  approximately  5,300  persons. 
This  overall  increase  of  3.1  percent  is  negligible  when  compared  to  the 
39.4  percent  gain  for  the  State  as  a  whole  during  the  same  period. 

All  14  counties  have  a  similar  background  in  that  each  was  originally 
settled  and  reached  its  present  state  of  development  largely  because 
of  its  abundance  of  natural  resources.  In  some  cases  the  primary  re- 
source was  timber ;  in  the  majority  it  was  gold.  Other  minerals,  rich 
soils,  falling  water,  climate  and  scenic  beauty  are  additional  resources 
that  have  influenced  the  development  of  most  of  these  counties.  But 
it  was  gold  that  produced  the  greatest  wealth,  attracted  the  most  people, 
and  has  left  a  world  famous  heritage  for  a  large  sector  of  the  region 
known  as  the  "Mother  Lode,"  comprising  parts  or  all  of  eight  counties. 

The  extraction  of  natural  resources  will  probably  play  a  less  impor- 
tant role  in  the  future  economy  of  these  counties  than  in  the  past. 
Gold  mining  has  almost  disappeared,  the  most  accessible  timber  stands 
have  been  removed,  and  lumbering  has  in  most  areas  been  put  on  a 
sustained-yield  basis.  Nonextractable  resources — the  power  potential  of 
falling  water,  the  attractions  of  climate  and  surroundings,  and  the 
productive  soils — will  be  increasingly  important  to  the  future  of  the 
Sierra  Salient.  But  a  greater  diversification  of  economic  activities  will 
be  required  if  these  counties  are  to  gain  a  significant  share  of  the 
benefit  from  the  overall  growth  of  the  State.  Additional  developments 
in  commercial,  industrial,  and  governmental  activities  must  be  sought 
out,  and  the  necessary  investment  attracted  in  order  to  provide  the 
jobs  and  income  that  will  support  a  growing  population. 

1  Estimates  of  California  State  Department  of  Finance,  Budget  Division,  July,  1958. 
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The  purpose  of  this  report  is  to  survey  the  present  economy  of  the 
area  and  to  determine  the  prospects  for  future  development  in  the 
following  four  fields  of  activity : 

1.  Manufacturing 

2.  Warehousing  and  distribution 

3.  Government  activities 

4.  Tourist  industries 

In  Part  One  of  this  report  the  14  counties  have  been  divided  into 
three  groups,  so  as  to  conveniently  discuss  the  local  economic  factors 
which  are  generally  similar  within  a  given  area.  The  divisions  used, 
as  shown  on  the  attached  map,  are  generally  accepted  in  the  area,  and 
have  geographic,  economic,  political,  and  historical  significance. 

Because  the  problems  and  potentials  of  increased  development  are 
similar  in  most  of  the  14  counties,  Part  Two  is  an  evaluation  of  the 
opportunities  in  the  region  as  a  whole.  Part  Three  is  a  brief  examina- 
tion of  the  role  the  State  Government  might  play  in  assisting  the 
growth  and  development  of  the  Sierra  Salient  counties,  as  well  as  other 
areas  which  have  not  shared  substantially  in  the  State's  population 
growth. 


PART  ONE 

LOCATION  FACTORS  AFFECTING  ECONOMIC 
DEVELOPMENT 

A.  NORTHEASTERN  COUNTIES 

Modoc  Lassen  Plumas 

B.  MOTHER  LODE  COUNTIES 

Sierra  Placer  Amador  Tuolumne 

Nevada  El  Dorado  Calaveras  Mariposa 

C.  TRANS-SIERRA  COUNTIES 

Alpine  Mono  Inyo 

A.     MODOC,  LASSEN  AND  PLUMAS  COUNTIES 
Nafural  Resources 

Modoc,  Lassen  and  Plumas  are  three  of  the  most  important  lumber 
producing  counties  in  California.  Each  is  also  a  major  producer  of 
livestock  and  other  agricultural  products,  and  all  three  are  rich  in 
mineral  and  water  resources. 

Over  50  percent  of  the  total  acreage  of  the  three-county  area  is 
covered  by  timber,  with  each  county  having  approximately  1^  million 
acres  of  forest  land.  Measured  in  board  feet,  timber  resources  vary 
greatly  between  the  three  counties,  and  due  to  the  greater  density  of 
stands  in  Plumas  County,  it  alone  accounts  for  over  60  percent  of  the 
area's  total  volume,  as  shown  in  the  table  below: 

TABLE   l-TIMBER   RESOURCES 

(1,000  bd.  ft.) 

Public  Private  Total 

Modoc    3,590,958  2,426,347  6,017,305 

Lassen 5,4.56,799  3,713,534  9,170,333 

Plumas    19,844,436  5,074,046        24,918,482 

Three-county   total 28,892,193         11,213,927        40,046,120 

SOURCE:  Economic  Survey  of  California,  California  State  Chamber  of  Commerce,  October,  1958. 

Seventy-two  percent  of  the  area's  timber  resources  are  in  public 
ownership,  mostly  within  the  Modoc,  Lassen  and  Plumas  National 
Forests.  Principal  species  found  aire  Douglas  fir,  fir  and  pine. 

Timber  production,  which  is  a  major  economic  activity  in  each  of 
these  counties,  has  fluctuated  in  volume  during  past  years,  but  has 
been  relatively  stabilized  by  the  general  acceptance  of  the  principle 
of  sustained  yield.  This  policy  will  assure  the  continued  important 
position  of  the  lumber  industry  in  the  economy  of  the  area  for  many 
years  to  come. 

Agriculture  represents  another  major  natural  resource  development 
in  this  area.  It  is  encouraged  by  the  rich  grazing  meadows  and  fertile 
valleys  that  stretch  for  vast  lengths  through  the  mountainous  terrain. 
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Cattle  raising  is  the  most  important  agricultural  activity  in  all  three 
counties,  as  is  illustrated  in  Table  II  below,  whicli  shows  the  value  of 
crops  produced  durinjr  1957  in  each  county. 

TABLE    ll-VALUE   OF    1957   AGRICULTURAL    PRODUCTION 

Cattle     3;r),829,r)O0 

Dairy   products    131,130 

Hogs    60,000 

Poultry  and  eggs 3r),000 

Field  and  truck  crops 5,179,920 


$3,874,038 

$1 .850.000 

.$11,553,5.38 

100,234 

l.".(),(M)0 

381,364 

40,080 

8.750 

114,830 

7"),47.") 

47,000 

177,475 

2,556,764 

35,000 

7,771,684 

Totals $11,25.5,550       $6,6.52,591        $2,090,750     $19,998,891 

SOURCE:  1957  Annual  Crop  Reports  by  County  Agricultural  Conunissloners. 

Mineral  deposits  of  this  area  are  largely  concentrated  in  Plumas 
County,  where  copper,  gold,  managanese,  chromite,  barite,  limestone 
and  asbestos  are  known  to  be  present.  Copper,  gold,  pumice,  cinders, 
stone,  and  volcanic  ash  are  found  in  both  Modoc  and  Lassen  Counties. 
Excepting  stone  and  aggregates,  the  value  of  minerals  extracted  from 
the  area  in  recent  3'ears  has  been  negligible.  Prior  to  AVorld  War  II, 
large-scale  mining  activity  produced  a  total  of  close  to  lUU  million 
dollars  Avorth  of  mineral  products  in  the  three  counties. 

Water  is  a  major  resource  of  this  area  that  has  just  begun  to  be 
developed  in  relation  to  its  potential.  With  rivers,  lakes,  and  reservoirs 
that  occupy  nearly  one-(|uarter  million  acres  and  provide  an  abundant 
water  supply,  the  opportunities  for  added  electrical  power  generation, 
crop  irrigation,  and  recreational  use  are  almost  unliiiiited. 

Markets 

Local  consumer  markets  in  Modoc,  Lassen  and  Plumas  Counties  have 
been  shrinking  in  recent  years,  because  of  an  areawide  population  loss 
of  nearly  7,000  persons,  or  about  17  percent,  since  the  1950  U.  S. 
Census.  Lassen  County  has  been  the  hardest  hit,  with  a  25  percent 
decrease,  largely  due  to  the  decline  of  employment  in  the  lumber  in- 
dustry. The  relatively  slow  growth  in  the  past,  combined  with  recent 
population  losses,  has  resulted  in  the  steadily  declining  importance  of 
this  area  as  a  market  in  relation  to  the  rest  of  the  State,  as  is  shown 
in  Table  III  on  page  12. 

TABLE   V-EMPLOYMENT    IN    ALTURAS,    SUSANVILLE,    AND 
QUINCY    LABOR    MARKET   AREAS 

Total  ciiiploj/iiiriit 
hiihinlni  Julii.  1!),'>I) 

Agriculture,  fore.stry  and  fishing 50 

Contract  construction .300 

Manufacturing   1,400 

Transiiortation,   communication   and   utilities 225 

Wiiolcsalc  and  retail   trade 1.200 

Fiu.ince,   insurance,  and   real  estate 175 

Service     • 1 .075 

( !n\ crnmont    <I(M) 

All  other : 50 


Total 5,075 

SOURCE:  Community  Labor  Market  Surveys,  California  Pepartment  of  Employment.   Division  of  Research  and 
Statistics,  1956. 
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Because  such  a  lar^o  per('('iila<ie  of  the  study  area  is  included  in  the 
above  estimates  of  einiMoymeut,  the  figures  can  be  accepted  as  fairly 
representative  of  what  the  total  picture  for  the  three  counties  might 
be  if  it  were  accurately  measured.  Because  the  excluded  areas  are  pri- 
marily rural,  agricultural  employment  would  be  a  little  greater  pro- 
portionately than  shown.  Of  the  1,400  manufacturing  jobs  listed  above, 
1,305  were  in  lumber  and  wood  products  industries,  witii  all  other 
types  of  manufacturing  accounting  for  an  ('m])loyment  of  oidy  Df) 
persons. 

Employment  in  each  of  these  counties  is  characterized  by  a  surplus 
of  jobs  during  the  late  spring,  summer,  and  early  fall,  when  lumbering 
and  agriculture  are  at  a  peak  of  activity,  and  corresponding  unemploy- 
ment during  the  olf-season  winter  months.  In  certain  localities  unem- 
ployment has  recently  been  a  year-round  problem. 

In  addition  to  the  local  labor  sup{)ly,  there  are  available  a  large 
number  of  skilled  and  unskilled  workers  who  are  currently  employed 
in  metropolitan  centers  elsewhere.  Their  willingness  to  leave  jobs  in 
congested  areas  to  take  employment  in  such  a  desirable  environment 
as  these  counties  have  to  olt'er  has  been  proven  by  past  experience  in 
California. 

Fuel,  Power,  and  Water 

A  large  number  of  private  companies,  co-operatives,  and  public 
utility  districts  provide  essential  utility  services  to  various  parts  of 
these  sparsely  populated  mountain  counties.  Water  and  electric  power 
systems  are  present  in  all  urban  centers  and  in  many  rural  areas. 
Availability  is  subject  to  location  on  or  within  reach  of  existing  dis- 
tribution lines.  Natural  gas  is  not  available  in  this  three-county  area. 

Electric  power  in  Alturas  and  most  of  Modoc  County  is  provided  by 
the  California-Oregon  Power  Compan.y,  with  a  small  area  including 
Adin  served  by  the  Surprise  Valley  Electric  Corporation.  Alturas  has 
a  municipal  water  system.  Part  of  the  northwest  corner  of  the  county 
is  within  the  Tulelake  Irrigation  District. 

Susanville  and  most  other  Lassen  County  communities  are  served 
with  both  water  and  power  by  the  California-Pacific  Utility  Company. 
Pacific  Gas  and  Electric  Company  and  the  Lassen  County  Waterworks 
serve  Bishop  and  surrounding  territory. 

At  least  five  electric  companies  distribute  in  Plumas  County,  in- 
cluding Pacific  Gas  and  Electric  Company,  California-Pacific  Utility 
Company,  Sierra  Pacific  Power  Company,  Plumas-Sierra  Rural  Elec- 
tric Co-operative-,  and  the  Indian  Valley  Light  and  Power  Company. 
There  are  several  public  water  districts  and  small  private  water  com- 
panies in  Plumas  County. 

Living  Conditions  and  Recreation 

Living  conditions  are  unusually  pleasant  in  Modoc,  Lassen  and 
Plumas  Counties,  particularly  for  those  who  enjoy  outdoor  activities. 

Unlike  most  of  California,  the  three  northeastern  mountain  counties 
experience  four  distinct  seasons.  Cool,  pleasant  summers  and  cold  win- 
ters are  typical  of  the  region.  Elevations  range  mostly  from  4,000  to 
8,000  feet,  with  the  lowest  point  in  the  area  being  well  above  1,000  feet, 
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and  the  highest  point  being  9,934-foot  Eagle  Peak,  in  southeastern 
Modoc  County.  Snow  is  a  common  winter  occurrence  througliout  most 
of  the  area,  with  very  heavy  falls  in  the  higher  elevations. 

Although  a  primary  attraction  of  the  area  is  the  opportunity  for 
rural  surroundings,  urban  living  conditions  are  available  in  the  three 
cities  and  various  other  communities.  The  largest  municipality  is 
Susanville,  Lassen  County  seat,  with  an  estimated  present  population 
of  6,000.  Alturas,  Modoc  County  seat,  had  an  estimated  population  of 
3,000  in  1956.  Portola,  in  Plumas  County,  has  an  estimated  3,000  resi- 
dents, and  Quincy,  the  unincorporated  county  seat,  is  a  little  larger. 

Opportunities  in  outdoor  sporting  and  recreational  activities  are 
almost  unlimited.  The  prevalence  of  mountains,  lakes,  and  rivers  has 
been  mentioned  earlier  in  this  report.  The  presence  of  a  wide  variety 
of  fish  and  game  is  enhanced  by  the  lack  of  congestion  in  recreational 
areas.  Hiking,  camping,  mountain  climbing,  and  a  variety  of  winter 
sports  are  also  available. 

Promof'ional  Activities 

Each  county  has  an  organized  countywide  chamber  of  commerce 
promoting  the  growth  and  development  of  the  area.  The  programs  of 
the  county  chambers  include  efforts  to  attract  new  tourists,  businesses, 
and  industry.  In  addition,  there  are  community  chambers  at  Susan- 
ville, Lake  Almanor,  and  Portola.  All  six  of  these  local  organizations 
are  assisted  by  the  overall  promotional  program  of  the  California  State 
Chamber  of  Commerce. 

Modoc  and  Lassen  Counties  are  members  of  the  Shasta-Cascade 
Wonderland  Association,  a  six-county  tourist  promotion  agency  with 
offices  and  staff  in  Redding.  This  association  is  one  of  the  more  active 
and  successful  regional  tourist  development  groups. 

All  three  counties  are  members  of  the  Northeastern  Counties  Super- 
visors' Association,  and  the  Northeastern  Counties  Planning  Council. 

Except  in  the  attraction  of  tourists,  a  field  in  which  these  counties 
are  sometimes  more  successful  than  available  facilities  justify,  present 
promotional  efforts  are  far  less  than  what  will  be  necessary  to  achieve 
substantial  results  in  economic  development.  This  is  due  primarily  to 
the  overall  lack  of  funds,  and  a  wide  distribution  of  what  is  available 
amongst  a  number  of  separate  agencies  and  activities. 

TABLE    lll-POPULATION 

April  Est.Juhj, 

1920  19S0  191,0  1950  1958 

California    3,426,861  5,677,251  6,007,387  10,586,223     14,752,000 

3-Co.  area 19,613  28,540  34,740  41,671  34,700 

Percent  of  state  population          0.6  0.5  0.5  0.4  0.2 

Lassen   8,507  12,589  14,479  18,474  13,900 

Modoc 5,425  S.038  8,713  9,678  9,100 

IMiimjis 5,681  7,913  11,548  13,519  11,700 

SOUnCES:  U.  S.  Census,  1920-1950. 

CallTornia  State  Department  of  Finance,  Budget  Division,  July,  1958. 

The  buying  power  of  the  existing  local  consumer  market  can  be 
measured  by  the  total  personal  income,  per  cai)ita  personal  income,  and 
taxable  retail  sales  figures  presented  in  the  table  below. 
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TABLE   IV-INCOME   AND  RETAIL   SALES 

Est.  total  Est.  per  capita 

personal  income,  personal  income,  Taxable  retail 

1957  1951  sales,  1957 

California $34,517,000,000  $2,432  $20,09n,000,CK)0 

3-Co.  area 76,000,000  2,159  33,0()0,(X)0 

Lassen 30,000,000  2,094  12,000,000 

Modoc 21,000,000  2,284  9,000,000 

Plumas  25,000,000  2,179  12,000,000 

SOURCE:  California  State  Chamber  of  Commerce,  Research  Department,  August,  1958. 

Aside  from  its  position  in  the  overall  California  market,  this  area  is 
also  an  integral  part  of  a  region  known  as  the  Northeastern  California 
counties,  consisting  of  from  6  to  15  units,  depending  on  the  purpose  in 
view  of  the  organization  identifying  itself  with  the  area.  A  recent  study 
of  15  northeast  counties,  prepared  for  the  State  Department  of  Water 
Resources,  predicted  an  ultimate  population  for  the  region  of  1,750,000 
persons,  to  be  reached  sometime  within  the  period  2020-2050.^ 

The  long-term  growth  prospects  of  the  region  and  of  the  state  assure 
industrial  and  consumer  markets  of  sufficient  magnitude  that  their  im- 
pact will  be  felt  on  even  the  most  remote  areas  within  their  sphere. 
Industrial  and  commercial  activities  not  dependent  on  local  consumer 
markets  will  grow  and  prosper  in  Modoc,  Lassen  and  Plumas  Counties 
as  much  as  a  result  of  growth  outside  the  immediate  area  as  within. 

Transportafion  Facilities 

Modoc,  Lassen  and  Plumas  Counties  are  more  accessible  by  private 
and  public  transport  than  a  number  of  the  other  mountain  counties 
under  study.  All-year  federal  and  state  highways  serve  the  major  com- 
munities and  agricultural  centers,  and  a  main  line  railroad  traverses 
the  three-county  area  in  a  north-south  direction.  There  is  no  scheduled 
airline  service  available  within  the  area  as  yet. 

U.  S.  395,  which  connects  Southern  California  with  Portland  and 
Seattle  by  way  of  Reno,  is  the  major  north-south  highway.  Each  county 
has  a  separate  east- west  artery— U.  S.  299  in  Modoc  County,  State  Route 
36  in  Lassen  County,  and  U.  S.  40A  in  Plumas  County.  County  and 
forest  service  roads  provide  local  access  to  timber,  recreational,  and  the 
more  remote  agrciultural  areas. 

The  main  transcontinental  route  of  the  Western  Pacific  Railroad  tol- 
lows  the  famous  Feather  River  Canyon  through  Plumas  County  in  a 
general  east-west  direction.  In  addition  to  freight  service,  passengers 
can  board  the  daily  California  Zephyr  at  either  Quincy  Junction  or 
Portola  and  a  secondary  train  at  15  communities  along  the  route  within 
Plumas  County.  A  main  branch  of  the  Western  Pacific  runs  northward 
from  Quincy  Junction  to  the  town  of  Bishop  in  nortlnvestern  Lassen 
County,  where  it  connects  with  the  Great  Northern  Railroad  which 
continues  north  through  Modoc  County.  This  branch  is  a  part  of  the 
"Inside  Gateway,"  an  alternate  routing  of  north-south  1  acihc  Coast 
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freijrht  traffic.  A  braneli  line  of  the  Southern  Pacific  Railroad  also  pro- 
vi(l(>s  freiij-ht  service  to  part  of  Susanville  and  north  tliron<zh  the  city  o!' 
Alturas  in  IModoc  County  into  ()rej>-on. 

The  nearest  coniniercial  airliue  fii^iits  are  availahh'  at  l^eddiiiu'.  Ked 
Bluif,  Chico.  aiul  Rsno,  Nevada.  There  are  a  number  of  small  craft  air- 
ports in  each  county. 

tabor  Supply 

The  CO  nhiiicd  labor  market  areas  for  the  connuunities  of  Alturas, 
SusauTille,  and  Quincy,  as  defined  by  the  1956  Labor  Market  Survey 
of  the  California  State  Department  of  Employment,  covered  an  area 
that  included  24,250  of  the  l}6,7()()  residents  of  ^lodoc,  Lassen,  and 
Plumas  Counties.  The  table  presented  on  page  10  shows  July,  1950,  em- 
l)!oyment  by  industry  f(n-  this  combined  labor  mai'ket,  which  repi'csents 
approximately  t\vo-thii'<ls  <»f  the  area"-;  tola!  pojiulation  at  that  time. 

B.     SIERRA,   NEVADA,   PLACER,   EL  DORADO,   AMADOR,  CALAVERAS, 
TUOLUMNE,   AND  MARIPOSA  COUNTIES 
Natural  Resources 

Like  their  neijjhbors  to  the  north,  the  IMother  Lode  counties  are 
blessed  with  an  unusual  amount  of  natural  wealth  in  the  form  of 
timber,  mineral  deposits,  and  fertile  soil.  At  present  none  of  these 
potential  sources  of  new  income  are  being  exploited  to  their  fullest. 

Once  comprisin<2:  one  of  the  richest  mining  areas  in  the  world,  these 
counties  are  now  relatively  unimportant  contributors  to  the  total  value 
of  California's  mineral  production.  Only  Calaveras  County,  with  one 
of  the  West's  largest  ])ortland  cement  plants,  and  Tuolumne  County 
receive  a  major  part  of  their  income  from  extractive  industries.  But 
the  area  is  rich  in  mineral  deposits,  including  gold,  barite,  chromite, 
copper,  iron,  and  zinc,  which  may  again  be  feasible  to  mine  under  the 
economic  conditions  of  some  future  period. 

About  two-thirds  of  the  total  land  area  witliin  the  eight  counties, 
and  over  half  the  land  area  of  each,  is  covered  by  forest.  The  timber 
resources  vary  greatly  between  the  counties,  depending  on  acreage 
and  density  of  stands,  as  shown  in  the  table  below: 

TABLE    l-TI.MBER  RESOURCES 
(1,000  bd.  ft.) 

Si.'ira     r),8n(i.4.*i7  1,00.-,S10  r>,!K)2.2.")(> 

Nevada    ^__:___ 1.S70.2S7  2.114,224  .^.0S4..")11 

riacpr    ^ ' u H.!t!lT.224  2,.'.ir.,f,S.-.  ()..".  12.!)0<.» 

El    Dorado 8,427,247  r>,.")41,()2,S  i:{,!lt>S.27.") 

Amador    1,1S(;..".S!>  1,228.27")  2,414,S(i4 

Calaveras '. 2,2r)l,771  8,1S:?,21.")  r).4:M.!>S(; 

Tuolumne    ' 9,548,016  ,'{.02(i.080  12.r.74.()!)(; 

Mariposa 1 3,8()3,;j48  2s;{.:{.-.7  4,()S(i,!Kt.". 

Ki^'lil-cumit\    totals  _  _   .■;:U)81.1 10  18,8n7,683         r>2,878,802 

SOURCE:  Kconomlc  Survey  of  California,  California  Slate  Clianil)¥r  of  Commerce.   October,   1958. 
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Sixty-four  percent  of  the  area's  timber  resources  are  in  public  owner- 
ship, mostly  within  the  Tahoe,  El  Dorado  and  Stanislaus  National 
Forests  and  Yosemite  National  Park.  Principal  species  are  Douglas 
fir,  fir,  and  pine. 

Agricultural  production  in  this  area  is  diversified.  Cattle  raising  is 
the  primary  activity  in  Sierra,  Nevada,  Amador,  and  Calaveras  Coun- 
ties; field  and  truck  crops,  including  fruit  and  nuts,  are  the  largest 
sources  of  agricultural  income  in  Placer  and  El  Dorado  Counties;  and 
poultry  production  is  the  major  activity  in  Tuolumne  and  Marij)()sa 
Counties.  The  table  below  shows  the  value  of  agricultural  production 
for  each  county  in  the  most  recent  year  for  which  figures  are  available : 

TABLE    ll-VALUE   OF    1957  AGRICULTURAL    PRODUCTION 

Dairy  Poultry  Field  and 

Cattle         products  Hogs  and  eggs  truck              Total 

Sierra  1 $642,800        .$()0,000       $4,000  $4,000  $280,020  $1,017,4(K» 

Nevada- 818,000        242,000             ■'  .'WO.OOO  2()  1,000       l,(ir,4,0(l(t 

Placer 3,204,224     1,034,000  102,000  2,468,289  10,283,993  17,693,106 

El  Dorado 1,409,640        113,200       49,100  1,162,500  3,448,310       6,182,7r)0 

Amador    1,408,686        159,050       27,()35  310,511  210,050       2,115,9:',2 

Calaveras 2,573,748          47,739       52,056  723,778  638,156       4,0:'>5,477 

Tuolumne     1,017,300        176,000  38,000  1,329,000  168,100       2,72S,4(M) 

Mariposa- 1,274,000          11,000       79,000  1,638,000  317,000       3,319,000 

SOURCE:  1957  Annual  Crop  Reports  by  County  Agricultural  Commissioners.   (Except  as  noted  below.) 

1  1955  Crop  Report. 

2  1954  Census  of  Agriculture  figures, 
s  Included  in  Cattle. 

The  rolling  hills  and  valleys  of  the  Mother  Lode  area  were  at  one 
time  considered  suitable  only  for  the  production  of  lumber  and  cattle. 
High  value  row  crops  are  now  produced  in  volume  in  most  of  these 
counties,  and  this  trend  seems  likely  to  continue  as  consumer  demand 
increases  and  desirable  farm  acreage  decreases  in  the  face  of  spreading 
urbanization  in  the  valley  regions.  The  formation  of  new  irrigation 
districts  similar  to  the  7,000-acre  project  in  the  Jackson  Valley  will 
open  additional  areas  to  intensive  agricultural  development. 

Markets 

Though  much  larger  in  total  population  than  either  of  the  other  two 
groups  of  counties,  the  pattern  of  small  pocket  area  growth  in  the 
Mother  Lode  counties  has  prevented  the  development  of  more  than  one 
important  market  center.  The  notable  exception  is  the  western  valley 
portion  of  Placer  County,  which  accounts  for  nearly  one-fourth  of  the 
total  population  of  the  eight-county  area.  An  important  retail  market 
area  is  also  developing  along  the  south  shore  of  Lake  Tahoe  in  El 
Dorado  County  and  Douglas  County,  Nevada. 

Despite  the  growth  previously  described  in  these  two  "main  corri- 
dor" counties,  the  size  of  the  overall  consumer  market  in  tliis  area  has 
had  a  relatively  slow  growth.  The  other  six  Mother  Lode  counties  have 
experienced  almost  no  population  change  during  the  past  two  decades. 
As  can  be  seen  in  the  table  below^  the  relative  importance  of  the  area 
compared  to  the  state  population  has  shrunk  from  2.5  percent  in  1920 
to  less  than  1  percent  in  1958. 
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TABLE  lll-POPULATION 

Estimated 

1920  1930  19.'/0  April,  1950  Jiily,195S 

California    3,426,861  5,677,251  6,907,387  10,586,223  14,752,000 

Eight-county  area 62,162  72,817  97,331  116,936  129,600 

Percent  of  state 

population     2.5  1.3  1.4  1.1  0.9 

Sierra    1,783  2,422  3,025  2,410  2,400 

Nevada    10,850  10,596  19,283  19,888  17,900 

Placer    18,584  24,468  28,108  41,649  51,400 

El   Dorado    6,426  8,325  13,229  16,207  21,700 

Amador 7,793  8,494  8,973  9,151  9,000 

Calaveras    6,183  6,008  8,221  9,902  9,400 

Tuolumne    7,768  9,271  10,887  12,584  13,600 

Mariposa     2,775  3,233  5,605  5,145  4,200 

SOURCES:  U.  S,  Census,  1920-1950. 

California  State  Department  of  Finance,  Budget  Division,  July,  1958. 

Future  population  growth  can  be  expected  in  all  these  counties,  par- 
ticularly in  the  two  where  recent  increases  have  taken  place.  Commer- 
cial developments  to  serve  the  consumer  market  can  be  expected  to 
follow  population  groAvth. 

The  following  table  measures  the  buying  power  of  the  existing  con- 
sumer market  in  terms  of  personal  income  and  retail  sales.  "With  .9 
percent  of  the  population  of  the  State  in  1957,  these  eight  counties 
accounted  for  .7  percent  of  the  State's  total  personal  income  and  .7 
percent  of  total  taxable  retail  sales.  Average  per  capita  income  was 
$633  per  year  below  the  state  average,  and  was  even  lower  in  the  more 
populous  counties. 

TABLE   IV-INCOME   AND  RETAIL   SALES 

Esfi)nnted  ?Jstimatcd 

total  per  capita  Taxable 

personal  income  personal  income  retail  sales 

1957  1957  1957 

California    $34,517,000,000  $2,432                 $20,095,000,000 

Eight-county   area 231,000,000  1,799  ]41,000,0(M) 

Sierra 5,000,000  2,263  1,000,0(M) 

Nevada 28,000,000  1,554  20,000,00(1 

Placer 87,000,000  1,7.53  55.000,000 

El  Dorado 34,000,000  1,687  26.000,000 

Amador    17,000,000  1,901  8,000.(K)() 

Calaveras 19,000,000  1,969  7,000,000 

Tuolumne     ,30.000,000  2,021  16.000,000 

Maripo.sa    11,000,000  2,578  8,000,000 

SOURCE:  California  State  Chamber  of  Commerce,  Research  Department,  August,  1958. 

Transportation  Facilities 

The  Mother  Lode  counties  have  since  the  earliest  days  provided  the 
corridors  through  which  pass  the  people  and  goods  entering  or  leaving 
Northern  and  Central  California.  On  eitlier  side  of  the  Sierra  Nevada, 
transportation  routes  fan  out  to  varied  desliiiations,  but  in  the  moun- 
tains almost  all  movement  is  in  an  east-west  direction. 

Six  of  the  eight  counties  have  or  share  a  major  highway  route 
through  the  mountains.  U.  S.  40,  which  veers  between  Nevada  and 
Placer  Counties  during  much  of  its  course  from  Sacramento  to  Reno, 
is  the  most  liighly  traveled,  and  as  part  of  the  Interstate  Defense  High- 
way System  is  rapidly  Ix^-oming  a  four-lane  freeway.  ]\Iost  of  the  visi- 
tors to  the  1960  Winter  Olympics  at  Squaw  Valley  w'ill  approach  the 
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scene  of  the  games  by  this  route,  from  either  east  or  Avest.  U.  S.  50  in 
El  Dorado  County  is  the  only  other  all-year  highway  across  the  Sierras 
that  passes  through  the  Mother  Lode.  The  seasonal  highways  are  State 
Routes  88  (Carson  Pass)  in  Amador  County,  4  (Ebbett  Pass)  in  Cala- 
veras County,  and  108  (Tioga  Pass)  in  Tuolumne  County.  The  back- 
bone of  the  Mother  Lode  is  tlie  one  north-south  highway  in  the  area, 
State  Route  49,  which  extends  along  the  western  Sierra  slope  from 
the  community  of  Mariposa  in  Mariposa  County  to  Sattley  in  Sierra 
County.  This  "Mother  Lode  Highway"  connects  all  eight  county  seats. 

Nevada  and  Placer  Counties  also  serve  as  a  corridor  for  the  main 
transcontinental  route  of  the  Southern  Pacific  Railroad,  which  pro- 
vides freight  and  passenger  service  to  the  communities  along  its  line. 
Sierra,  El  Dorado,  Amador,  Calaveras,  and  Tuolumne  Counties  all  have 
branch  or  short  line  rail  freight  service  to  a  varying  degree. 

There  is  no  commercial  airline  passenger  service  available  within  any 
of  these  counties.  There  are  private  and  public  small  craft  airports  in 
each  county. 

Labor  Supply 

The  1956  Labor  Market  Survey  of  the  State  Department  of  Employ- 
ment includes  four  community  labor  market  areas  in  the  Mother  Lode. 
These  are  Auburn  (Placer  County),  Grass  Valley  (Nevada  County), 
Placerville  (El  Dorado  County),  and  Sonora  (Tuolumne  County).  The 
four  areas  included  a  total  of  29,100  persons,  or  slightly  less  than  one- 
fourth  of  the  eight-county  population  at  that  time.  The  combined  em- 
ployment by  industrial  classification  is  set  forth  in  the  table  below : 

TABLE   V-EMPLOYMENT   IN   AUBURN,   GRASS   VALLEY,   PLACERVILLE, 
AND   SONORA   LABOR   MARKET   AREAS 

Total  employment 
Industry  July,  1956 

Agriculture,  forestry  and  fishing 250 

Mining 325 

Contract  construction 950 

Manufacturing 3,300 

Transportation,  communication  and  utilities 875 

Wholesale  and  retail  trade 3,900 

Finance,  insurance,  and  real  estate 575 

Service 3,200 

Government 1,175 

All  other ^ 325 

Total    14,875 

SOURCE:  Community  Labor  Market  Surveys,  California  Department  of  Employment,  Division  of  Research  and 
Statistics.  1956. 

The  total  employment  of  14,875  is  a  little  more  than  half  the  combined 
population  of  the  four  areas.  This  unusually  high  percentage  indicates 
that  a  considerable  number  of  workers  probably  commute  from  outside 
one  or  more  of  the  survey  areas  to  jobs  within.  Actual  employment  in 
the  eight-county  area  would  not  be  as  high  as  50  percent  of  the  popula- 
tion. Actual  employment  in  agriculture  and  construction  would  prob- 
ably be  relatively  higher  than  indicated  above.  With  these  exceptions, 
the  figures  above  are  fairly  representative  of  the  overall  employment 
picture  in  the  area. 

As  in  the  other  mountain  counties,  the  available  labor  market  is  not 
limited   to   present   residence.    This   is  particularly   applicable  to  the 
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Mother  Lode,  due  to  the  ch).se  proximity  of  tlie  Saeraniento  and  San 
Francisco  metropolitan  areas,  which  provide  an  ahnost  nidimited  su])ply 
of  workers  who  wouUi  he  immediately  available  if  jobs  were  provided. 

Fuel,  Power,  and  Water 

Utility  services  in  the  IMother  Lode  area  are  provided  by  a  larg^e 
assortment  of  })ublic  and  private  suppliers  and  distributors.  Water  and 
electric  power  are  available  in  parts  of  each  county,  dependinjr  on  loca- 
tion. Natural  gas  is  available  only  in  parts  of  Placer  and  Nevada  Coun- 
ties. The  Kesearch  Section  of  the  California  Public  Utilities  Commis- 
sion has  provided  the  following  list,  which  is  believed  to  include  all  the 
major  distributing  companies  in  the  various  counties : 

Sierra  Count}^ :  Electric  power — Plumas  Sierra  Rural  Electric  Co- 
operative, and  Pacific  CJas  and  Electric  Company;  Water — Downieville 
Public  Utility  District. 

Nevada  County:  p]lectric  power  and  gas — Pacific  Gas  and  Electric; 
AVater — Municipal  and  Nevada  Irrigation  District. 

Placer  County:  Electric  power — Pacific  Gas  and  Electric,  Sierra 
Pacific  Power  Co.,  and  the  Cities  of  Roseville  and  Lincoln;  Gas — Pacific 
Gas  and  Electric;  Water — Pacific  Gas  and  Electric,  and  the  Cities  of 
Roseville  and  Lincoln. 

El  Dorado  County:  Electric  ]>ower— I'acific  Gas  and  Electric,  and 
Sierra  Pacific;  Water — El  Dorado  Irrigation  District,  and  Georgetown 
Divide  Water  Co. 

Amador  County:  p]lectric  power — Pacific  Gas  and  Electric;  Water — 
Pacific  Gas  and  Electric,  and  Jackson  Water  Works. 

Calaveras  County:  Electric  power  and  water — Pacific  Gas  and  Elec- 
tric, and  Calaveras  Public  Utility  District. 

Tuolumne  County:  Electric  power — Pacific  Gas  and  Electric;  Water 
— Pacific  Gas  and  Electric,  San  Francisco  City  Water  Dept.,  and  Cali- 
fornia Division  of  Beaches  and  Parks. 

Mariposa  County:  Electric  power — Pacific  Gas  and  Electric,  and 
U.  S.  National  Park  Service  (Yosemite  National  Park)  ;  Water — U.  S. 
National  Park  Service. 

Living  Conditions  and  Recreation 

Each  of  the  eight  ^lother  Lode  counties  sti'ctches  from  western  valley 
or  foothills  east  to  or  through  the  high  peaks  of  the  Sierra  Nevada 
Mountains.  Each  has  diverse  terrain,  climate,  and  living  conditions 
within  its  borders.  All  exce])t  Sierra  County,  wiiich  is  almost  entirely 
mountainous,  have  areas  that  are  part  of  the  great  Central  Valley  of 
California,  with  elevations  as  low  as  200  feet  above  sea  level.  All  have 
mountain  elevations  in  excess  of  8,000  feet,  with  the  highest  peaks  in 
the  area  reaching  over  115,000  feet. 

In  the  higher  elevations  that  comprise  most  of  the  area,  a  very  definite 
change  of  seasons  is  experienced,  with  snow  levels  during  the  winter 
months  reaching  as  low  as  the  4,000  foot  level.  Summers  are  cool  in  the 
mountains  and  warm  in  valley  areas. 

Living  conditions  in  this  area  are  enhanced  bj'  the  many  natural  rec- 
reation facilities,  some  of  which  have  been  developed  to  a  fairly  high 
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degree.  Camping,  boating,  fisliing,  liiking,  swiinming,  luniting,  and  ski- 
ing are  among  the  outdoor  activities  close  at  hand  to  most  residents. 
A  significant  part  of  the  total  area  within  each  county  is  under  water, 
in  streams,  reservoirs,  and  lakes.  The  large  acreage  of  Forest  Service 
land  has  aflForded  unusual  o]>i)ortunities  for  the  development  of  camp- 
ing and  winter  si)orts  centers. 

Promotional  Activities 

The  Mother  Lode  counties  benefit  from  more  local  i)romotional  efforts 
than  do  either  of  the  other  areas  under  study,  due  primarily  to  the 
greater  concentration  of  population.  However,  they  belong  to  no 
regional  group  such  as  the  Shasta-Cascade  Wonderland  Association. 
Six  of  the  eight  counties — Sierra,  Placer,  EI  Dorado,  Calaveras, 
Tuolumne,  and  Mariposa — have  county  chambers  of  commerce.  In  Ne- 
vada and  Amador,  departments  of  county  government  perform  a  .similar 
function. 

The  California  State  Chamber  list  of  local  organizations  includes  the 
following  community  groups : 
Amador  County — 

Amador  County  Public  Relations  Dopartnient 
Calaveras  County — 

Calaveras  County  Chamber  of  Coniniorce 
El  Dorado — 

El  Dorado  County  Chamber  of  Commerce 
Lake  Tahoe  South  Shore  Chamber  of  Commerce 
Mariposa  County — 

Mariposa  County  Chamber  of  Commerce 
Nevada  County — 

Nevada  County  Board  of  Trade 
Crass  Valley  Chamber  of  Commerce 
Nevada  City  Chamber  of  Commerce 
Truckee  Chamber  of  Commerce 
Placer  County — 

Placer  County  Chamber  of  Commerce 
Auburn  Area  Chamber  of  Commerce 
Colfax  Area  Chamber  of  Commerce 
Lake  Tahoe-Sierra  Chamber  of  Commerce 
Lincoln  Area  Chamber  of  Commerce 
Roseville  Area  Chamber  of  Commerce   , 
Sierra  County — 

Sierra  County  Chamber  of  Comnierce 
Tuolumne  County — 

Tuolumne  County  Chamber  of  Commerce 

C.     ALPINE,  MONO,  AND  INYO  COUNTIES 
Natural  Resources 

These  three  counties  comprise  an  area  abundantly  rich  in  natural 
resources,  particularly  timber,  water,  and  a  variety  of  minerals.  Alpine 
and  Mono  are  primarily  timber  counties,  while  Inyo  is  one  of  Califor- 
nia's principle  sources  of  mineral  deposits.  All  three  counties  have 
water  supplies  that  are  more  than  ample  for  present  and  future  needs. 

Commercial  forest  land  in  the  three  counties  total  approximately 
233,000  acres,  almost  equally  divided  between  Alpine  and  Mono.  Inyo 
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County,  two  and  one-half  times  larger  in  land  area  than  its  two  neigh- 
bors combined,  accounts  for  only  7,000  acres.  Eighty-three  percent  of 
the  area's  commercial  forests  are  in  public  ownership,  mostly  in  the 
Toiyabe,  El  Dorado,  Stanislaus,  and  Inyo  National  Forests.  Standing 
timber  resources  of  the  area  total  approximately  one  and  one-half  mil- 
lion board  feet,  over  half  of  which  is  in  pine.  The  remainder  is  mostly 
fir,  pinon,  and  juniper.  The  table  below  shows  the  timber  resources  of 
the  three  counties  in  board  feet,  by  both  i)ublic  and  private  ownership : 

TABLE    l-TIMBER    RESOURCES 
(1,000  bd.  ft.) 

Public  Private  Total 

Alpine 518,876  80,883  609,759 

Mono    776,168  84,712  860,880 

Inyo    46,571  5,082  51.653 

3-county   total   1,341,615  170,677  1,522,292 

SOURCE:   Economic    Survey    of   California,    California    State    Chamber    of    Commerce,    Research    Department, 
October,  1958. 

Mineral  resources  of  Alpine  County  include  copper,  lead,  zinc,  gold, 
silver,  molybdenum,  tungsten,  limestone,  and  sulfur.  Mining  activity 
since  the  gold  mining  days  prior  to  1880  has  been  relatively  limited,  and 
in  recent  years  the  California  Division  of  Mines  has  not  indicated  a 
value  for  the  mineral  production  of  the  county  in  its  annual  survey. 
In  1954  the  value  of  mineral  products  was  just  over  one  and  one-half 
million  dollars. 

Mono  County's  principal  mineral  resources  are  gold,  pumice,  and 
tungsten  concentrates.  In  195G  mineral  production  was  valued  at 
$4,334,564,  and  also  included  clay,  gemstones,  silver,  stone,  and  pyro- 
phyllite. 

Minerals  found  in  quantit}^  in  Inyo  County  include  asbestos,  borax, 
copper,  dolomite,  gold,  lead,  molybdenum,  potash,  pumice,  perlite,  silver, 
sulfur,  talc  and  pyrophyllite,  tungsten  concentrates,  and  zinc.  Mineral 
production  in  tlie  county  in  1956  reached  a  total  value  of  $17,238,258, 
showing  a  steady  increase  over  previous  years.  Tungsten  accounts  for 
nearly  half  of  the  total  value.^ 

Markets 

Due  to  the  natural  barriers  of  mountains,  deserts,  and  other  vast 
uninhabitated  regions,  the  market  area  for  many  industrial  and  com- 
mercial firms  in  Alpine,  Mono,  and  Inyo  Counties  is  extremely  limited. 
The  population  of  the  three  county  area  in  1958  was  estimated  by  the 
California  State  Department  of  Finance  at  13,700  persons,  or  less 
than  0.1  percent  of  the  total  state  i)()i)ulation.  This  represents  a  net 
loss  of  some  300  persons  since  1950,  and  a  gain  of  less  than  5,500  per- 
sons since  1920.  The  table  shows  the  relative  population  growth  of  the 
State  and  the  tliree  counties  since  1920. 


1  California  Division  of  Mines,  Mineral  Information  Service    Vol.  II,  No.  1.  January, 
1958. 
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TABLE    ll-POPULATION 

April  Est.  July 

1920         19S0          19f,0            1950  1959 

California    3,426,861  5,677,251  6,907,387  10,586,223  14,752,000 

3-county  area 8,234         8,156        10,247          14,014  13,700 

Percent  of  state  population .24              .14              .15                .13  .09 

Alpine  County 243            241             323              241  400 

Mono  County 960         1,360          2,209           2,115  2,300 

Inyo  County 7,031          6,555          7,625          11,658  11,000 

SOURCES:  U.  S.  Census,  1920-1950. 

California  State  Department  of  Finance,  Budget  Division,  July,  1958. 

Important  characteristics  of  the  population  and  the  economy  of  the 
three  counties  that  help  to  determine  the  extent  of  the  local  market 
include  total  personal  income  of  residents,  per  capita  personal  income, 
and  total  taxable  retail  sales.  Estimates  for  1957  income  and  actual 
retail  sales  figures  for  the  year  are  shown  below : 

TABLE    lll-INCOME   AND   RETAIL   SALES 

Est.  total  personal     Est.  per  capita  Taxable  retail 
income,  1957       Personal  inc.  1951     Sales,  1957 

California $34,517,000,000            $2,432  $20,095,000,000 

3-county  area 30,900,000              2,131  21,200,000 

Alpine  County 900,000              2,353  200,000 

Mono  County 4,000,000               1,756  3,000,000 

Inyo   County   26,000,000               2,246  18,000,000 

SOURCE:  California  State  Cliamber  of  Commerce,  Research  Department,  August,  1958. 

Other  industries,  not  tied  to  local  markets,  will  benefit  and  develop 
further  within  Alpine,  Mono,  and  Inyo  Counties  as  a  result  of  the  over- 
all population  and  industrial  growth  of  California  and  the  14  western 
states.  These  include  mining,  lumbering,  tourism,  and  the  remanufac- 
ture  of  mineral  and  forest  products.  The  market  and  potentials  for  these 
industries  will  be  discussed  individually  in  Part  II. 

Transporfation  Facilities 

Transportation  in  the  mountain  counties  of  Alpine,  Mono,  and  Inyo 
is  greatly  limited  by  two  controlling  factors — lack  of  facilities,  and  the 
rugged  winter  climate. 

There  are  no  major  railroads  and  no  commercial  airline  service  in  any 
of  the  three  counties.  An  important  north-south  all-year  highway,  U.  S. 
395  connecting  Los  Angeles  and  Seattle,  and  five  east-west  state  high- 
ways, which  are  open  to  traffic  an  average  of  five  months  a  year,  com- 
prise the  area's  transportation  network.  Truck  service  and  scheduled 
Pacific  Greyhound  bus  transportation  are  available  to  most  of  the 
major  communities  on  a  year-round  basis. 

There  are  about  a  dozen  private  small-craft  airports  in  the  three- 
county  area,  greatly  varying  in  size  and  facilities  available. 

Since  it  is  extremely  unlikely  that  any  of  the  communities  in  the  area 
will  be  served  in  the  foreseeable  future  by  a  railroad  or  a  commercial 
airline,  potential  for  the  future  development  of  these  counties  is  largely 
dependent  on  the  improvement  of  existing  highways,  better  winter 
maintenance,  and  the  construction  of  new  roads  and  highways.  New 
construction  is  particularly  important  in  reaching  areas  of  tourist  and 
natural  resource  development  potential.  The  1958-59  California  High- 
way Commission  budget  includes  approximately  $1,200,000  in  expendi- 
tures for  road  projects  in  these  three  counties. 
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Labor  Supply 

The  labor  supply  area  for  any  locality  in  California  has  been  re- 
peatedly proven  to  include  the  i)oi)ulation  resources  of  the  entire  State. 
This  is  currently  evidenced  in  Alpine,  Mono,  and  Inyo  Counties  by 
the  in-mifiration  of  workers  in  order  to  supply  the  labor  force  needed 
during:  the  summer  months. 

Em])loyment  in  trade  and  service,  Avhidi  account  for  approximately 
two-thirds  of  the  jobs  in  these  counties,  is  hi<:hly  seasonal.  The  total 
work  force  in  these  segments  of  the  economy  expands  sharply  in  the 
months  from  May  to  September,  fallinjr  off  to  a  much  lower  figure 
during  the  winter  months  of  inactivity  in  tourist  business  and  lumber- 
ing. Unemployment  during  the  winter  months  is  a  serious  problem, 
extending  beyond  the  migrant  worker  group  to  include  a  number  of 
permanent  residents  who  actively  seek  employment. 

The  resident  labor  force  includes  a  large  number  of  woi'kers  in 
service,  skilled,  and  unskilled  classifications,  many  of  whom  would 
welcome  the  opportunity  of  year-round  steady  employment.  Because 
of  recreational  and  living  condition  advantages  it  would  be  relatively 
easy  to  attract  workers  in  most  skilled  groups  from  other  regions, 
such  as  the  TjOs  Angeles  Metropolitan  area,  to  fill  positions  as  they 
become  available. 

Fuel,  Power,  and  Waier 

The  essential  utility  services  of  electric  power  and  water  are  avail- 
able in  all  three  counties,  subject  to  location  near  existing  facilities,  or 
their  extension.  Natural  gas  is  not  available  in  any  of  the  counties, 
according  to  the  California  Public  T^tilities  Commission. 

Electric  utility  service  is  provided  in  Alpine  County  by  Siei-ra 
Pacific  Power  Company.  In  Mono  County  California  Electric  PoAver 
is  the  major  supplier,  while  the  Los  Angeles  City  Department  of  Water 
and  Power  serves  a  small  area  at  the  southern  end  of  the  county.  Inyo 
County  is  served  prinuirily  by  the  De])ai-tment  of  '\Vat(M'  and  Power, 
with  a  small  area  supplied  by  California  Electric. 

There  are  no  large  water  companies  in  the  area.  Water  service  is 
I)rovided  by  an  assortment  of  municipal  systems,  small  private  com- 
panies, and  special  assessment  districts. 

Living  Conditions  and  Recreation 

As  previously  mentioned,  Alpine,  Mono,  and  Inyo  Counties  benefit 
from  extremely  desirable  living  conditions  and  recreational  opportun- 
ities. All  extremes  of  climate  and  topography  can  be  found  within  the 
area,  as  well  as  many  localities  with  moderate  year-round  temperatures. 
Elevations  range  from  282  feet  below  sea  level  in  Inyo  County's  Death 
Valley  National  ^Monument,  to  14,81)5  feet  on  Mt.  Whitney  at  the  Tnyo- 
Tulare  County  line.  These  are  tiie  lowest  and  highest  points  in  the 
Cnited  States,  and  are  less  than  100  miles  a]iart. 

All  types  of  outdoor  sports  and  recreation  are  inimcdiatcly  accesssi- 
ble  to  residents  of  these  three  counties.  Outstanding  are  the  multitude 
of  seldom  used  fishing,  hunting,  climbing,  and  camjiing  areas. 
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The  cool  summers  of  the  mountainous  refjions  of  all  three  eounties 
and  the  warm  winters  of  the  Inyo  County  deserts  atlracl  numerous 
tourists  and  vacationers  on  a  year-round  basis.  The  Manunoth  Lakes 
area  in  Southern  Mono  County,  a  favored  summer  resort  for  Los 
Angeles  residents,  has  also  become  one  of  the  most  popular  winter 
sports  areas  in  the  State.  The  potential  for  furtlier  devel(){)meiits  in 
tourist  attraction  will  be  discussed  in  Part  II  of  this  report. 

The  area  lacks  almost  completely  the  amenities  of  city  dwellin<i:,  but 
absent  as  well  are  the  smoji',  con<>estion,  hi<>h  eost  of  living-,  and  other 
neg-ative  living  factors  that  have  come  to  be  associated  with  some  of  the 
ui-ban  areas  of  the  State.  Tlu^se  advantages  make  tliis  an  afca  in  wliicli 
people  enjoy  living  to  an  unusual  degree. 

Promofional  Activifies 

There  is  a  very  limited  amount  of  organized  promotional  effort  being 
expended  towards  the  further  development  of  any  one  or  all  of  these 
counties.  This  is  not  unusual  for  a  sparsely  populated  rural  area.  Only 
two  community  chambers  of  commerce,  at  Bishop  and  Lone  Pine,  and 
county  chambers  in  Mono  and  Inyo,  are  reported  in  the  California 
State  Chamber  of  Commerce  directory. 

While  the  state  chamber  itself  is  interested  in  the  development  of 
all  of  California's  counties,  and  actively  promotes  the  State  as  a  whole, 
its  primary  activities  in  the  field  of  economic  development  are  de- 
pendent on  co-ordination  with  a  local  group.  These  activities  include 
the  compilation  of  Standard  Industrial  Survey  Reports  on  communi- 
ties, and  participation  in  the  chamber's  Industrial  Development  Com- 
mittee. 

Inyo  County  is  a  member  of  the  recently  formed  Southern  Cali- 
fornia Industrial  Development  Council,  for  which  a  program  has  not 
been  formulated  as  yet. 


PART  TWO 

OPPORTUNITIES  FOR  DEVELOPMENT  OF  THE 
SIERRA  NEVADA  COUNTIES 

Manufacturing 

Manufacturing  is  defined  by  the  U.  S.  Bureau  of  the  Budget  as 
processes  carried  on  by  establishments  engaged  in  the  mechanical  or 
chemical  transformation  of  inorganic  or  organic  substances  into  new 
products,  or  engaged  in  assembling  component  parts  of  manufactured 
products.  By  this  definition,  the  processing  of  mineral  and  timber 
resources  is  classified  as  manufacturing,  but  the  mining  or  cutting  of 
these  natural  resources  are  excluded. 

In  the  Sierra  Salient  counties  present  manufacturing  activities  are 
limited  and  are  chiefly  in  the  fields  of  mineral  and  timber  processing. 
It  is  evident  from  the  description  of  the  economic  factors  in  Part  One 
tliat  most  of  the  region  is  not  likely  to  attract  any  large-scale  "heavy" 
manufacturing  industries,  except  tliose  that  make  use  of  local  natural 
resources.  It  is  very  possible  that  new  users  of  these  products  can  be 
attracted  to  the  region,  and  that  existing  processors  can  expand  their 
operations.  The  advantages  of  increased  processing  activities  to  the 
local  communities  are  three-fold : 

1.  Year-round  employment. 

2.  More  jobs  created  in  the  extracting  (mining  or  timbering)  indus- 
tries in  order  to  provide  raw  materials. 

3.  Related  service  industries  usually  required. 

An  increase  in  the  extraction  and  use  of  mineral  and  timber  re- 
sources of  the  region  seems  assured  as  the  more  accessible  sources  of 
supply  are  depleted.  The  rapid  industrial  growth  of  the  State  and 
increased  use  of  many  natural  resources  has  speeded  the  depletion 
process. 

Other  tj^pes  of  manufacturing  that  can  be  encouraged  to  locate  in 
the  Sierra  Salient  include  the  so-called  *' foot-loose"  industries  that 
are  not  concerned  with  immediate  markets,  do  not  require  a  large 
labor  pool,  and  do  not  have  special  needs  for  municipal  and  business 
services. 

These  industries  are  multiplying  rapidly  with  new  developments  in 
teclmology,  transportation,  and  national  defense.  Examples  of  "foot- 
loose" operations  can  be  found  in  nearly  every  rural  county  in  the 
State,  often  doing  subcontracting  for  a  manufacturer  located  in  a 
metropolitan  area  many  miles  distant.  Locations  are  usually  selected 
on  the  basis  of  where  the  proprietor  wants  to  live  and  work.  The 
desire,  or  necessity,  to  live  in  a  hot  dry  climate,  or  at  a  high  altitude, 
has  brought  many  such  operations  to  small  communities  in  the  South- 
ern California  desert  and  to  the  mountain  areas. 
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Among  the  types  of  light  manufacturing  industries  that  might 
feasibly  locate  in  the  communities  of  the  Sierra  Salient  are  tools, 
electrical  equipment,  toys  and  games,  small  plastic  products,  gifts, 
costume  jewelry,  small  aircraft  parts,  and  sports  equipment. 

Warehousing  and  Distribution 

Wholesale  trade  is  a  negligible  part  of  the  economy  of  the  Sierra 
Mountain  counties  due  to  their  relatively  small  populations.  The  1954 
U.  S.  Census  of  Business  reported  activity  ranging  from  a  low  in 
Alpine  County,  where  there  were  no  firms  whose  primary  business  was 
warehousing  and  distribution,  to  a  high  in  Placer  County,  where  there 
were  53  such  establishments.  Paid  employees  in  wholesale  trade  in  the 
14-county  area  during  the  work  week  of  November  15,  1954,  totaled 
approximately  750  persons,  or  a  little  more  than  1  percent  of  the  total 
emplojonent  at  that  time. 

These  activities  are  highly  dependent  on  the  presence  of  a  large 
service  area,  usually  measured  in  numbers  of  people  and  volume  of 
retail  trade,  rather  than  volume  of  land  area.  It  is  unlikely  that  there 
will  be  any  appreciable  growth  in  warehousing  and  distribution  in 
these  counties,  except  where  it  may  accompany  corresponding  popula- 
tion grovrth. 

Government  Activities 

Because  of  the  vast  amount  of  government  owned  land — federal, 
state,  and  municipal — in  the  Sierra  Salient  counties,  the  future  devel- 
opment of  the  region  is  largely  in  the  hands  of  public  bodies.  About 
70  percent  of  the  combined  total  land  area  of  the  14  counties  is  in 
federal  ownership.  This  does  not  include  the  large  state  holdings, 
municipal  watersheds,  etc. 

Control  and  development  of  almost  all  the  16,623,000  acres  of  federal 
owned  lands  in  the  14  counties  lies  with  three  departments — Interior, 
Agriculture,  and  Defense.  Twelve  bureaus  and  services  are  chiefly 
involved,  as  follows: 

Department  of  Agriculture — 
Forest  Service 
Soil  Conservation  Service 

Department  of  Interior — 
Bureau  of  Land  Management 
National  Park  Service 
Bureau  of  Reclamation 
Bureau  of  Sport  Fisheries  and  Wildlife 
Bureau  of  Indian  Affairs 
Bureau  of  Mines 

Department  of  Defense — • 
Army  (military) 
Army  (civil) 
Navy 
Air  Force 

Departments  and  bureaus  of  state  government  are  likewise  involved 
in  activities  that  affect  the  development  of  the  counties  in  question. 
Among  them  are  the  departments  of  Fish  and  Game,  Conservation, 
Agriculture,  Public  Works,  and  Water  Resources.  Many  others  are 
involved  to  a  lesser  degree. 
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Larjre  amounts  of  funds  from  ajreneies  representing  various  levels  of 
povernmfMit  have  been  spent  in  the  development  of  faeilities  and  in  the 
mariajfement  of  public  jjroperties  antl  improvements  in  these  counties. 
Y<*t  in  many  parts  of  the  refrion,  the  surface  of  potential  development 
has  barely  been  scratched,  and  only  minimum  economic  benefit  has  ac- 
crued to  the  area. 

Future  development  of  public  lands  in  these  counties  can  be  accom- 
plished alonfj  a  number  of  lines,  including  the  following: 

1.  Transfer  of  additional  public  lands  to  private  ownership 
through  use  of  the  Small  Traet  Act  and  other  applicable  laws. 

2.  Increased  private  e.xtraction  of  mineral  and  timber  resources 
from  national  forest  areas  by  agreement  with  the  Forest  Service. 
This  will  usually  rerpiire  construction  of  additional  access  roads. 

3.  Increased  private  development  of  recreational  facilities  on 
publif  lands. 

4.  Further  construction  of  camping  and  other  facilities  in  na- 
tional park  and  forest  areas. 

5.  Increased  u.se  or  acquisition  of  land  by  the  Defen.se  Depart- 
ment in  order  to  relocate  activities  from  more  congested  areas. 

The  last  item  deserves  further  comment,  due  to  the  problems  of  space, 
noise,  and  hazard  which  have  been  widely  publicized  in  connection  with 
metropolitan-area  military  ba-ses.  As  encroaching  population  growth 
creates  new  problems  between  civilians  and  the  armed  services,  it  is 
likely  that  a  number  of  military  operations  will  be  forced  to  seek  more 
remote  and  unp(jpulatcd  areas  for  their  aetivitics.  This  will  be  true  not 
only  of  military  bases,  but  also  of  private  firms  doing  certain  types  of 
defense  work,  such  as  rocket  fuel  testing. 

Tourisf  Industry 

Tartly  because  it  is  already  a  major  source  of  income  in  most  of 
these  counties,  the  tourist  industry  is  the  most  obvious  source  of  addi- 
tional economic  development  for  the  region.  Added  confidence  is  pro- 
vided by  the  wcll-publieized  growth  in  recreational  activities  and  travel, 
increase  in  the  individual's  leisure  time,  and  the  dynamic  population 
growth  of  California. 

Location,  transportation,  and  facilities  fboth  natural  and  man-made) 
are  the  prime  factors  that  determine  the  success  of  an  area's  tourist 
industry.  If  the  requirements  of  these  three  factors  are  met,  then  there 
is  need  for  a  fourth  factor,  which  is  promotion. 

The  importance  of  location  in  terms  of  distance  from  a  large  popula- 
tion center  is  extremely  variable,  depending  on  the  recreational  activity 
involved.  Few  people  will  travel  50  miles  to  play  golf,  but  winter  sports 
centers  over  200  miles  away  are  major  facilities  for  the  skiing  popula- 
tion of  the  Bay  area  and  Los  Angeles.  The  location,  suitability,  and 
present  use  of  existing  areas  will  determine  the  competitiveness  of  pro- 
posed facilities. 

Transportation,  except  in  the  case  of  local  access  roads,  is  a  factor 
over  which  an  individual  community  or  county  has  little  control.  Most 
of  the  mountain  counties  lack  rail  or  commercial  airline  pa.ssenger 
service,  and  are  wholly  dependent  on  highways.  The  .state  highway 
system  is  providing  improved  thro)igh  routes  to  major  cities,  but  more 
local  roads  into  recreation  areas  are  needed- 
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The  Sierra  Salient  is  bless(>(l  with  natural  recrejil  ioii  faeilities  to  an 
unusnal  dejrree  even  for  California,  and  in  a  variety  that  assures  year- 
round  tourist  business.  The  types  of  recreation  and  sporting  activity 
available  are  discussed  in  Part  One  of  this  report.  It  is  in  the  field  of 
man-made  facilities  that  action  at  the  local  level  will  have  its  greatest 
effect  on  the  size  and  dollar  value  of  the  area's  tourist  industry.  There 
are  four  types  of  facilities  tliat  should  be  provided  if  the  potential  is 
to  be  reached  : 

1.  Public  roads,  camping  areas,  water  sui)ply,  trail  markers,  boat 
launching  ramps,  and  other  facilities  in  sufficient  quantity  to  pro- 
vide access  to  and  better  use  of  mountain  recreational  areas. 

2.  New  private  and  ]nd)lic  facilities  that  are  of  a  nature  to  at- 
tract large  numbers  of  visitors  from  a  wide  area.  Recent  examples 
of  this  type  of  devel()])ment  ar(>  most  a]>i)ai'ent  in  the  field  of  winter 
sports,  including  the  public  facilities  being  constructed  for  the 
1960  Winter  Olympics,  at  Squaw  Valley  in  Placer  County  and  the 
jirivate  projects  at  Heavenly  Valley  in  El  Dorado  County  and  at 
Mammoth  Mountain  in  Mono  Country.  Both  of  the  latter  are  on 
national  forest  lands. 

3.  New  motels,  restaurants,  and  resorts  to  attract  additional 
winter  tourists  to  the  desert  areas,  and  summer  tourists  to  the 
mountains. 

4.  Additional  motels,  restaurants,  service  stations,  and  retail 
stores  to  serve  the  influx  of  travelers  that  will  be  created  by  one 
or  all  of  the  above,  and  by  the  increase  in  travel  that  will  come 
regardless  of  the  above. 

The  new  developments  recommended  in  items  1  and  2  above  will  most 
likely  take  place  on  government  owned  lands  and  wall  often  require 
the  expenditure  of  federal  moneys  or  the  granting  of  special  permits 
for  use  of  national  forest  lands.  In  either  case  it  is  imperative  that 
congressional  representatives  and  agencies  involved  be  kept  aware  of 
the  recreational  potential  of  the  area  and  it  facility  needs. 


PART  THREE 

PROGRAM  FOR  DEVELOPMENT 

Federal  and  State  Responsibility 

Since  70  percent  of  all  the  land  in  the  14  counties  of  the  Sierra  Salient 
is  under  federal  ownership,  it  is  obvious  that  any  feasible  program  of 
economic  development  will  involve  action  by  government  agencies.  Each 
of  the  12  bureaus  and  services  represented  in  these  counties  (as  listed 
in  Part  Two)  is  engaged  in  activities  of  economic  significance.  Some  of 
these  activities  generate  local  purchases  and  payrolls;  some  attract 
tourists,  sportsmen,  and  permanent  residents;  some  lead  to  expanded 
agricultural  or  mineral  production.  Some  make  direct  payments  to  the 
counties  in  lieu  of  taxes.  In  certain  cases  federal  establishments  may 
restrict  rather  than  assist  economic  growth ;  for  example,  large  military 
reservations  on  which  few  personnel  are  stationed. 

In  any  region  possessing  extensive  natural  resources  such  as  timber, 
wildlife,  water,  and  minerals,  it  is  inevitable  that  the  conservation 
policies  of  state  and  federal  agencies  will  restrict  exploitation  which 
might  increase  immediate  local  prosperity  at  the  expense  of  the  longer 
range  public  interest.  This  is  a  limiting  factor  in  the  rate  of  develop- 
ment of  the  mountain  counties  that  is  inherent  in  their  situation.  On 
the  other  hand  the  concentration  of  federal  and  state  interest  in  the 
region  is  a  definite  advantage  in  its  development  if  that  interest  results 
in  well  planned  and  well  co-ordinated  action. 

It  is  obvious  that  the  most  vital  factor  in  obtaining  such  action  is  able 
legislative  representation  at  Sacramento  and  Washington.  The  mountain 
counties  have  usually  had  effective  representation  in  both  houses  of  the 
California  Legislature,  and  in  recent  years  they  have  had  a  congress- 
man of  exceptional  rank  at  Washington. 

Representative  Clair  Engle  of  the  Second  District,  embracing  most 
of  the  Sierra  mountain  counties,  was  elected  United  States  Senator  in 
November,  1958,  and  his  congressional  seniority  will  give  him  excellent 
representation  on  prominent  committees  of  the  upper  house. 

His  successor,  newly  elected  Congressman  Harold  T.  Johnson,  brings 
an  excellent  background  of  service  as  State  Senator  for  the  Seventh 
District  for  the  past  10  years.  He  was  largely  responsible  for  the  legis- 
lation which  was  adopted  by  the  California  State  Legislature  making 
possible  the  selection  of  the  1960  Winter  Olympics  at  Squaw  Valley, 
Lake  Tahoe. 

Members  of  the  California  State  Legislature  from  tiie  Sierra  Moun- 
tain region  covered  in  this  report  are: 

Senator  Stanley  Arnold  (First  District) — Lassen,  Modoc  and  Plumas  Counties. 

Senator  Charles  Brown  (Twenty-eighth  District) — Inyo,  Mono  and  Alpine  Counties. 

Senator  Stephen  P.  Teale  (Twenty-sixth  District) — Calaveras,  Tuolumne  and 
Mariposa  Counties. 

Senator  Swift  Berry   (Ninth  District) — Amador  and  El  Dorado  Counties. 

Senator  Ronald  Cameron  (Seventh  District) — Sierra,  Nevada  and  Placer  Counties. 

A.ssemhlywoiiKin  Pauline  L.  Davis  (Second  District) — Modoc,  Lassen,  Plumas, 
Sierra  and   (not  in  report)   Shasta,  Trinity  and  Sisi<iyou  Counties. 

Asseml)Iyman  Paul  J.  Lunanli  ( Sixtli  District ) ^Nevada,  Placer,  El  Dorado, 
Amador,  Calaveras,  Tuloumne,  Mariposa,  Alpine,  Inyo  and  Mono  Counties. 
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It  IS  also  quite  essontinl  to  provide  for  olfoctive  co-ordination  at  the 
working  level  between  the  various  slate  and  federal  agencies  involved. 
A  notable  example  of  such  teamwork  was  achieved  by  the  Pacific  Coast 
Board  of  Intergovernment  Relations  (PACBIR),  an  informal  committee 
that  was  set  up  in  the  postwar  years  to  serve  as  a  clearinghouse  of 
public  planning  and  action  by  federal,  state,  county,  and  city  agencies 
in  the  three  coast  states.  This  voluntary  group,  without  statf  or  budget, 
met  regularly  for  a  number  of  years  to  discuss  common  problems  and 
projects,  to  co-ordinate  application  of  the  policies  of  their  respective 
agencies,  and  to  share  information  of  mutual  interest.^ 

A  similar  device  should  prove  useful  for  the  mountain  counties  now 
in  view.  If  they  are  deemed  too  widely  spread  to  be  dealt  with  by  a 
single  co-ordinating  group,  three  committees  might  be  set  up,  one  for 
the  three  northeastern  counties  of  Modoc,  Lassen,  and  Plumas,  another 
for  the  eight  Mother  Lode  Counties,  and  a  third  for  the  trans-Sierra 
Counties  of  Alpine,  Mono  and  Inyo. 

FEDERAL  LANDS  IN  COUNTIES  OF  THE  SIERRA  SALIENT 

Total  area,  Area  owned       Percent  owned 

County  acres  by  U.S.  by  U.S. 

Modoc 2,620,000  1,749,592  66.8 

Lassen    2,911,000  1,380,217  47.4 

Plumas    1,645,000  1,171,360  71.2 

Sierra    613,000  371,204  60.5 

Nevada 627,000  249,323  39.8 

Placer    916,000  293,863  32.1 

El  Dorado 1,104,000  504,575  45.7 

Amador    380,000  77,366  20.4 

Calaveras 658,000  123,890  18.8 

Tuolumne    1,456,000  1,092,425  75.0 

Mariposa    931,000  447,896  48.1 

Alpine    463,000  462,399  97.8 

Mono 1,938,000  1,555,948  79.8 

Inyo    6,458,000  6,142,925  95.1 

14-county  total 22,720,000  15,622,983  68.8 

The  responsibility  for  initiating  and  sustaining  such  voluntary  team- 
work would  logically  fall  to  a  statewide  public  development  agency  if 
one  existed.  Without  such  an  agency,  it  might  be  possible  for  the 
initiating  to  be  taken  by  the  State  Office  of  Local  Planning, 

Under  whatever  auspices  such  a  federal-state-county  working  group 
were  established,  it  could  be  expected  to  focus  joint  attention  on  needed 
projects,  speed  up  their  planning  by  exchange  of  information,  reduce 
the  cost  and  confusion  of  duplicative  efforts,  and  facilitate  united  ac- 
tion on  common  problems. 

A  state  development  agency,  if  one  existed,  would  give  intensive 
study  to  the  economic  problems  of  the  mountain  counties,  and  would 
assist  legislative  committees  in  drafting  and  revising  such  statutes  as 
might  properly  further  their  development. 

1  PACBIR  published  several  studies  of  timely  value,  including  "Growth  Prospects  of 
the  Pacific  Coast  States,"  by  V.  R.  Stanbery,  who  was  assigned  by  the  Depart- 
ment of  Commerce  to  this  research  project. 
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Privafe  Action 

The  fact  that  70  percent  of  the  hmd  in  the  counties  in  question  is 
in  federal  hands  does  not  relieve  private  <>-roups  of  responsibility  for 
making  the  most  of  development  opportunities.  The  California  State 
Chamber  of  Commerce  and  the  respective  local  chambers,  as  v^^ell  as 
many  agricultural,  mining,  industrial,  and  recreational  organizations, 
have  played  important  parts  in  the  development  of  the  mountain  coun- 
ties to  date,  and  will  continue  to  do  so.  Statewide  and  local  banks, 
utilities,  and  transportation  companies  likewise  have  a  vital  interest 
in  the  prosperity  of  this  region. 

Private  enterprisers  in  many  phases  of  the  resort  and  recreation 
business  have  made  large  or  small  investments  in  the  mountain  coun- 
ties. Some  of  the  facilities  built  in  earlier  years  are  in  need  of  modern- 
ization or  replacement.  The  same  is  true  of  the  commercial  centers  of 
many  local  communities.  In  a  recent  address  at  the  annual  meeting  of 
the  State  Chamber  of  Commerce  on  "Financing  the  Keereation  In- 
dustry," Richard  M.  Oddie  of  the  Bank  of  America  pointed  out  that 
in  many  localities  which  he  had  visited  the  facilities  for  visitors  were 
not  adequately  balanced.  Where  he  found  good  motels  he  often  found 
poor  eating  places,  or  vice  versa.  In  some  places  he  found  local  scenic 
or  activity  advantages  but  no  suitable  accommodations. 

It  seems  evident  that  while  the  cities  are  concerned  with  problems 
of  "urban  renewal"  the  rural  tourist  areas  also  have  their  own  re- 
newal problems.  Banks  and  chambers  of  commerce  in  the  mountain 
counties  report  that  a  great  deal  of  such  improvement  work  is  going 
on.  Banks  and  private  investors  in  these  areas  have  financed  a  wide 
range  of  projects,  from  duck  clubs  to  ski  lifts.  Loans  are  also  available 
from  the  Small  Business  Administration. 

With  growing  recognition  of  the  expanding  market  for  the  recreation 
and  resort  business,  it  would  seem  desirable  for  concerted  local  plans 
to  be  made  in  each  county  or  community,  by  those  who  are  engaged  in 
various  phases  of  this  business,  to  upgrade  and  round  out  their  facilities 
w^iere  needed. 

There  will  also  be  increasing  opportunities  in  the  mountain  counties 
for  permanent  housing  for  retired,  semiretired,  and  self-employed 
people  who  are  leaving  the  metropolitan  areas  to  live  in  rural  or  scenic 
surroundings.  This  is  evidenced  by  the  success  of  a  number  of  rural 
subdivisions  already  established  on  streams,  lakes,  and  scenic  foothill 
locations,  with  access  from  major  highways  by  good  county  roads. 
Improved  local  airports  will  add  to  the  desirability  of  these  properties. 

In  the  field  of  private  as  well  as  public  action  effective  aid  could 
be  given  by  a  state  co-ordinating  agency  through  the  advisory  services 
of  statf  pei'sonnel  experienced  in  community  development.  The  number 
of  private  organizations  interested  in  various  phases  of  recreational, 
industrial,  and  transportation  development  exceeds  the  number  of  state 
and  federal  agencies  involved.  Few  local  groups  without  special  guid- 
ance are  able  to  enlist  the  resources  and  programs  of  these  private 
organizations  for  the  benefit  of  their  communities. 
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Six  Specific  Services 

The  specific  services  which  the  State  could  usefully  render  to  the 
counties  of  the  Sierra  Salient  may  be  summarized  as  follows: 

1.  Assistance  with  comprehensive  planning  of  land  use  and 
essential  public  facilities.  (This  service  is  now  being  rendered  to 
a  limited  extent  by  the  State  Office  of  Local  Planning.) 

2.  Leadership  in  co-ordinating  the  federal  and  state  activities 
mentioned  on  page  29,  by  moans  of  voluntary  interagency  com- 
mittees as  described  on  pages  29  and  30. 

3.  Assistance  in  preparing  factual  data  to  support  requests  for 
federal  action  on  policies  and  projects  of  local  importance  to  the 
respective  counties  and  communities. 

4.  Assistance  in  securing  special  studies  and  suitable  action  by 
the  various  research  and  administrative  agencies  of  State  Govern- 
ment on  problems  affecting  these  counties  and  their  local  com- 
munities. 

5.  Advice  and  co-ordinating  service  on  intercounty  and  inter- 
community projects,  contacts  with  metropolitan  centers,  and  other 
local  development  efforts. 

6.  Information  on  the  programs  and  resources  of  private  agen- 
cies concerned  with  recreational,  industrial,  and  transportation 
development,  to  facilitate  the  maximum  use  of  such  agencies  for 
local  benefit. 

The  first  four  of  the  specific  services  listed  above  can  be  rendered 
most  effectively  by  an  agency  of  State  Government. 

Number  1,  as  noted  above,  is  already  provided  for.  Numbers  2,  3, 
and  4  are  included  in  the  services  of  state  development  agencies  in 
most  other  states.  The  means  of  undertaking  Numbers  3  and  4  are 
already  in  existence,  through  the  research  and  statistical  divisions  of 
various  departments  and  the  Interdepartmental  Research  Co-ordinat- 
ing Committee,  which  put  together  the  material  for  the  comprehensive 
California  Statistical  Abstract  recently  published  by  the  Senate  Fact- 
Finding  Committee  on  Commerce  and  Economic  Development. 

All  that  is  needed  to  make  the  State's  research  facilities  fully  avail- 
able to  local  communities  is  a  liaison  office  to  provide  the  necessary 
contacts,  advice,  and  co-ordination. 

Numbers  5  and  6  on  the  list  above  are  services  that  can  be  rendered 
either  by  State  or  private  agencies.  Both  are  being  made  available  to 
an  increasing  degree  in  California  by  private  organizations — regional 
and  statewide  banks,  utility  companies,  regional  development  groups, 
and  the  State  Chamber  of  Commerce. 
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LETTER  OF  TRANSMITTAL 

Senate  Factfinding  Committee  on 
Commerce  and  Economic  Development 

California  Legislature 

June  10,  1959 

Honorable  Glenn  M.  Anderson,  President;  and 
Members  of  the  Senate 

Gentlemen  :  Your  Senate  Factfinding  Committee  on  Commerce  and 
Economic  Development,  created  in  Senate  Resolution  No.  134  of  June  8, 
1955,  and  continued  by  Senate  Resolution  No.  172  of  the  1957  Session 
and  No.  46  of  the  1958  Session,  presents  herewith  the  final  report  of 
its  staff  study  program  and  the  findings  of  its  hearings  and  meetings, 
with  recommendations,  as  prepared  at  the  committee's  request.  Sen- 
ators Byrne  and  McAteer  did  not  fu.lly  concur  with  all  the  conclusions 
in  the  report. 


Respectfully  submitted  by 


Frank  E.  Feliz,  Executive  Secretary 


Charles  Brown,  Chairman 

Stanley  Arnold 

Paul  L.  Byrne 

James  A.  Cobey 

Hugo  Fisher 

J.  Eugene  McAteer 

George  Miller,  Jr. 
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LEHER  OF  TRANSMITTAL 

April  15,  1959 
To  the  Chairman  and  Members 
of  the  Senate  Committee  on 

Commerce  and  Economic  Development 

The  Senate  committee  staff  and  research  consultants  herewith  sub- 
mit the  final  report  to  the  chairman  and  members  of  the  Senate  Fact- 
finding Committee  on  Commerce  and  Economic  Development,  including 
pertinent  information  presented  at  various  meetings  and  hearings  of 
this  committee,  and  conclusions  and  the  recommendation  for  the  estab- 
lishment of  a  state  economic  development  agency. 

It  should  be  noted  that  this  report  is  fully  cognizant  of  the  remark- 
abh>  progress  in  California's  economic  development  in  recent  years. 
For  this  reason,  the  Committee  report  stresses  only  those  gaps  in  eco- 
nomic development  and  research  in  the  state  government,  as  well  as 
those  practical  development  activities  which  are  vitally  essential  to  the 
future  progress  of  California.  This  final  report,  therefore,  points  to 
the  need  for  concerted  action  by  state  and  local  government,  with  the 
co-operation  of  i)rivate  business  and  other  quasi-public  organizations,  to 
fostei-  a  co-ordinated  program  for  the  overall  benefit  of  the  people  of 
California. 

The  study  program  carried  on  at  the  request  of  the  Senate  committee 
involved  a  nationwide  survey  of  established  state  development  agencies, 
as  well  as  manj^  regional  and  state  private  organizations,  state  and  local 
chambers  of  commerce  and  related  groups.  Summary  reports  on  such 
agencies,  together  with  their  organizational  structure,  methods  of  opera- 
tion, and  record  of  performance  were  submitted  to  the  1957  General 
Session  of  the  Legislature.  A  report  was  also  made  by  your  Senate  com- 
mittee staflf  on  the  various  public  and  private  agencies  conducting  eco- 
nomic development  programs  in  California. 

"We  would  like  to  acknowledge  the  co-operation  of  many  individuals 
and  organizations  who  assisted  the  committee  staff  in  its  research  pro- 
gram. We  are  especially  appreciative  of  the  contributions  of  factual 
information  made  by  the  Office  of  Area  Development,  U.  S.  Department 
of  Commerce ;  California  State  Department  of  Employment ;  State 
Department  of  Finance ;  Legislative  Counsel ;  Legislative  Analyst,  and 
others. 

Respectfully  submitted, 

Frank  E.  Feliz 

Executive  Secretary  and  Research  Consultant 
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THE  SENATE  COMMITTEE  STUDY  PROGRAM 

The  Senate  Faetfiiuliiig'  Connnittee  on  Connuerce  and  Economic 
Development  Avas  first  established  by  act  of  the  Legislature  in  1955 
to  undertake  a  study  program  into  the  relative  merits  of  an  economic 
development  agency  for  the  State  of  California.  Under  the  directive 
of  Senate  Resolution  No.  134  of  June  8,  1955,  the  Senate  committee 
initiated  its  research  program  and  held  meetings  in  various  areas  of 
the  State.  The  committee  submitted  issued  reports  on  April  30,  1957 — 
51  pages;  May  17,  1957—45  pages;  and  May  20,  1957—85  pages.  Its 
recommendations  for  a  statewide  study  program  on  a  regional  scope 
to  determine  the  type  and  scope  of  economic  development  agency  suit- 
able to  California's  business  climate  was  the  basis  for  continuance  of 
the  Senate  committee  vmder  Senate  Resolutions  No.  172  of  the  1957 
Session  and  No.  46  of  the  1958  Session. 

The  1957  committee  issued  the  California  Statistical  Abstract,  the 
first  in  California  history,  in  October,  1958,  and  stated  in  its  letter 
of  submittal  to  the  Senate  that  "*  *  *  there  is  no  provision  in  our 
State  Government  for  the  publication  in  a  single  document  of  essential 
research  information  prepared  by  the  several  departments  of  State 
Government."  This  statement  is  but  one  indication  of  the  lack  of  inte- 
grated, statewide  effort  in  this  field  of  economic  research. 

The  committee  has  held  hearings  at  Susanville,  Merced,  Alturas, 
Bishop,  Fresno,  Sacramento,  Montere.y,  Redding,  and  other  locations, 
and  has  participated  in  numerous  meetings  and  conventions  of  indus- 
trial and  trade  development  organizations,  including  state  and  local 
chambers  of  commerce. 

At  the  1959  Session,  the  committee  submitted  a  partial  report  on 
"The  Economic  Potentials  of  the  Sierra  Nevada  Mountain  Counties," 
a  40-page  economic  survey  of  the  14  counties  forming  the  "Sierra 
Salient"  from  Modoc  to  Inyo  Counties.  The  report  was  issued  by  the 
committee  to  illustrate  the  type  of  research  and  development  activity 
that  could  be  undertaken  by  a  state  development  agency  to  assist  Cali- 
fornia counties. 
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CONCLUSIONS  AND  RECOMMENDATIONS 

California  needs  200,000  new  jobs  every  year,  just  to  keep  even  with 
the  State's  population  and  labor  force  growth. 

While  California  has  a  rapid  growth  record,  per  capita  expenditures 
for  new  manufacturing  plants  and  industrial  expansions  in  California 
are  behind  that  of  most  other  large  states. 

New  industrial  plants  mean  new  jobs,  and  a  broader  tax  base. 
These  factors  help  take  excessive  tax  burdens  off  of  homes  and  retail 
businesses. 

Many  areas  of  the  State  are  not  keeping  pace.  Eleven  counties  have 
lost  population  since  1950,  and  11  others  have  grown  by  less  than  10 
percent. 

Onlj^  larger  cities  and  areas  can  afford  an  active  industrial  solicita- 
tion program.  Smaller,  less  affluent  areas  are  not  capable  of  soliciting 
industry  or  developing  new  business  on  a  scale  comparable  to  the  larger 
cities  or  areas. 

Ijarge  regions  of  the  State— the  mountains,  lumber  areas,  deserts — 
have  regional  problems  outside  the  scope  of  local  or  private  solution, 
in  which  ease  a  statewide  agency  can  offer  meaningful  assistance. 

There  are  now  only  limited  central  sources  from  which  inquiring 
employers  or  local  communities  can  secure  complete,  reliable,  impartial 
information  about  California's  economic  potential. 

These  facts  reveal  that  there  are  gaps  in  the  services  now  provided 
by  local  and  private  agencies  which  will  widen  as  economic  competition 
becomes  more  and  more  critical. 

Economic  development  is  a  matter  of  concern  to  all  the  people  and 
to  all  the  areas  of  the  State.  This  common  statewide  interest  in  a  healthy 
business  climate  and  a  stable,  balanced  and  expanding  economj'^  points 
to  the  need  for  an  economic  development  agency  within  the  framework 
of  state  government.  Such  an  agency  will  represent  the  interests  of 
business,  industry  and  agriculture,  as  well  as  the  people  of  the  State, 
in  providing  a  centralized  clearinghouse  of  information  and  assistance 
on  matters  pertaining  to  the  economic  growth  of  the  State. 

Legislation  establishing  a  California  State  Economic  Development 
Agency,  as  proposed  in  Senate  Bill  No.  43,  was  introduced  in  the  Sen- 
ate, January  12,  1959,  by  Senator  James  A.  Cobey  of  Merced  and 
Madera  Counties,  with  Senators  Brown,  Arnold  and  Miller,  jointly 
acting  at  the  request  of  Governor  Edmund  P.  Brown. 

The  agency's  duties  are  specifically  outlined  and  described  in  the  act, 
so  that  its  program  will  help  fill  the  gaps  in  the  present  statewide  busi- 
ness information  service  and  economic  development  activities.  The 
agency  will  also  work  in  close  co-operation  with  existing  public  and 
private  agencies  through  the  appointment  of  technical  advisory  com- 
mittees. 
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Senate  Bill  No.  43 


CHAPTER  1911 

An  act  to  add  Chapter  5.5  (commencing  with  Section  13480) 
to  Part  3,  Division  3,  Title  2  of  the  Government  Code,  and 
to  amend  Section  11555  of  said  code,  relating  to  the  estab- 
lishment of  an  economic  development  agency  in  the  Depart- 
ment of  Finance. 

[Approved  by  Governor  July  16,  1959.  Filed  with 
Secretary  of  State  July  17,  1959.] 

The  people  of  the  State  of  California  do  enact  as  follows: 

Section  1.  Chapter  5.5  (commencing  with  Section  13480) 
is  added  to  Part  3  of  Division  3  of  Title  2  of  the  Government 
Code,  to  read : 

Chaptek  5.5.     Economic  Development  Agency 

Article  1.     General  Provisions 

13840.  It  is  hereby  declared  to  be  the  finding  of  the  Legis- 
lature that  the  maintenance  of  the  economic  well-being  of  the 
State  of  California  requires  affirmative  action  to  ensure  the 
orderly  growth  of  the  State's  industry,  commerce  and  agri- 
culture. This  finding  is  based  on  the  demonstrated  need  to 
(a)  maintain  the  balance  between  job  opportunities  and  the 
labor  force;  (b)  expand  through  economic  development  the 
tax  base  necessary  to  support  essential  governmental  services ; 
(c)  maintain  high  levels  of  personal  and  business  income; 
and  (d)  reduce  the  burden  of  unemployment  relief  on  state 
and  local  governments.  It  is  the  intent  of  the  Legislature  that 
the  Economic  Development  Agency  created  by  this  act  shall 
provide  the  leadership  and  co-ordination  of  public  and  private 
effort  necessary  to  the  full  realization  of  the  economic  poten- 
tial of  the  State.  The  Economic  Development  Agency  shall 
ordinarily  supplement  the  work  of  exisiting  agencies,  but  it 
may  initiate  action  on  its  own  behalf  when  the  problems  posed 
are  not,  in  the  agency's  judgment,  being  adequately  solved 
elsewhere. 

13481.     Whenever  used  in  this  chapter: 

(a)  "Department"  means  the  Department  of  Finance. 

(b)  "Agency"  means  the  Economic  Development  Agency  in 
the  Department  of  Finance. 

(c)  "Commissioner"  means  the  Commissioner  of  the  Eco- 
nomic Development  Agency. 
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Article  2.     Adminstration 

13940.  There  is  the  Department  of  Finance  an  Economic 
Development  Agency.  The  head  of  the  agency  shall  be  the 
Commissioner  of  the  Economic  Development  Agency,  who  shall 
be  appointed  by  the  Governor  subject  to  confirmation  by  the 
Senate,  and  shall  hold  office  at  the  pleasure  of  the  Governor. 
The  annual  salary  of  the  commissioner  is  provided  for  by 
Chapter  6  (commencing  at  Section  11550)  of  Part  1  of  Divi- 
sion 3  of  Title  2  of  this  Code. 

13491.  The  operations  of  the  commissioner  are  subject  to 
the  same  fiscal  controls  and  audits  by  the  Director  of  Finance 
as  other  subdivisions  of  the  Department  of  Finance.  The  Di- 
rector of  Finance  shall  furnish  the  personnel,  equipment,  sup- 
plies, housing  and  housekeeping  services  necessary  to  the  oper- 
ation of  the  commissioner. 

13492.  The  commissioner  shall  serve  as  the  Governor's 
principal  staff  adviser  on  economic  development.  The  commis- 
sioner shall  be  an  ex  officio  member  of  the  Governor's  Business 
Advisory  Council. 

13493.  One  or  more  technical  advisory  committees  may  be 
created  by  the  Governor  to  advise  the  commissioner  in  carry- 
ing out  his  functions  under  this  chapter.  The  members  of  such 
committees  shall  be  appointed  by  the  Governor  upon  the  nomi- 
nation of  the  commissioner.  In  no  event  shall  the  total  mem- 
bership of  all  of  such  committees  exceed  20  members.  The 
members  of  such  committees,  to  the  extent  possible,  shall  be 
selected  on  the  basis  of  their  knowledge,  ability,  and  interest 
in  the  field  of  industrial  and  economic  development.  Such  com- 
mittees shall  act  in  an  advisory  capacity  only  and  shall  have 
no  administrative  authority  or  responsibility.  The  committee 
members  shall  serve  without  compensation  but  shall  be  reim- 
bursed for  their  actual  and  necessary  travel  expenses  in  attend- 
ing committee  meetings. 

13494.  The  commissioner  may  contract  with  other  state 
or  private  agencies,  firms,  or  individuals  for  the  performance 
of  technical  or  specialized  work. 

13495.  The  agency  shall  establish  within  the  State  such 
offices  as  may  be  necessary  to  effectuate  the  purposes  of  this 
chapter,  and  in  this  connection  shall  so  locate  such  offices  as 
to  provide  convenient,  prompt  and  accessible  service  to  those 
areas  of  the  State  which  may  be  eitlier  losing  population,  or 
gaining  population  at  a  rate  materially  less  than  the  state 
average. 

Article  3.     General  Powers  of  Agency 

13498.  The  Economic  Development  Agency  is  authorized 
to  perform  the  following  functions  and  activities: 

(a)  Gather,  analyze,  and  correlate  pertinent  information  as 
developed  by  other  governmental  and  private  agencies,  and 
publish  and  disseminate  statistics  useful  to  industry,  com- 
merce, and  agriculture. 
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(b)  Sponsor  or  conduct  studies  of  factors  affecting  the  de- 
velopment, growth  or  decline  of  economic  activity  in  Califor- 
nia. Special  attention  shall  be  given  to  those  businesses  which 
are  suitable  for  expansion,  to  those  factors  which  hinder  expan- 
sion, and  to  the  causes  of  Jbusiness  failures. 

(c)  Promote  and  encourage  the  location  and  development 
of  new  business  in  the  State  as  well  as  the  maintenance  and 
expansion  of  existing  businesses,  and  for  these  purposes  co- 
operate with  public  and  private  entities  and  others  both  within 
and  outside  the  State. 

(d)  Develop  and  conduct  a  positive  program  of  promotion 
and  solicitation  designed  to  supplement  and  improve  local 
efforts  to  bring  industry,  commerce  and  agriculture  to  Cali- 
fornia and  to  aid  in  the  expansion  of  existing  businesses, 
through  such  steps  as 

(i)  Sponsoring  or  conducting  studies  of  the  economic  po- 
tentials of  specific  areas,  and  developing  standard  techniques 
and  formats  for  such  studies  by  local  organizations. 

(ii)  Advising  local  communities  in  identifying  and  over- 
coming their  handicaps  to  economic  development,  and  in  real- 
izing full  advantage  of  local  resources  through  various 
self-help  measures. 

(e)  Aid  business  concerns  in  their  relationships  with  ap- 
propriate federal  agencies  such  as  procurement  and  lending 
agencies  and  the  Small  Business  Administration. 

(f )  Compile  periodically  a  census  of  business  and  industry 
in  the  State  in  co-operation  with  other  agencies. 

(g)  Conduct  such  studies  as  are  necessary  to  determine  how 
the  effectiveness  of  this  agency  can  be  improved. 

(h)  Prepare  and  submit  to  the  Governor  and  the  Legis- 
lature reports  of  the  activities  of  the  agency  and  recommen- 
dations for  such  executive  or  legislative  action  as  may  be 
necessary  to  improve  the  business  climate  of  the  State. 
Sec.  2.  Section  11555  of  said  code  is  amended  to  read : 
11555.  An  annual  salary  of  sixteen  thousand  five  hundred 
dollars  ($16,500)  shall  be  paid  to  each  of  the  following: 

(a)  Director  of  Industrial  Kelations. 

(b)  Director  of  Alcoholic  Beverage  Control. 

(c)  Commissioner  of  the  California  Highway  Patrol. 

(d)  Superintendent  of  Banks. 

(e)  Each  member  of  the  Adult  Authority. 

(f )  Each  member  of  the  State  Water  Rights  Board. 

(g)  Director  of  Social  Welfare. 

(h)   Each  member  of  the  Youth  Authority. 

(i)   Commissioner  of  the  Economic  Development  Agency. 


SUMMARY  OF  FACTS 

(1)  In  spite  of  steady  efforts  Mj  public  and  private  organizations, 
working  mainly  on  a  local  level,  California  unemployment  almost 
doubled  from  December,  1956,  to  December,  1958.  During  that  period 
unemployment  as  a  percentage  of  the  labor  force  went  from  3  percent 
to  5.3  percent.  State  unemployment  payments  which  were  about 
$100,000,000  in  1956  jumped  to  $364,000,000  for  1958.  During  the 
post-war  period  such  unemployment  has  frequently  risen  to  6  percent 
and  beyond.  (Data  from  the  State  Department  of  Employment.) 

(2)  Another  200,000  Calif ornians  are  added  to  the  joh-seeking  pool 
each  year.  When  job  openings  fall  below  what  is  needed  and  un- 
employment increases,  the  State  has  the  responsibility  of  maintaining 
these  people  on  at  least  a  subsistence  level.  Yet  there  is  no  state  agency 
which  is  empowered  to  attempt  a  positive  approach  toward  ex- 
pansion of  job  opportunities  and  reduction  of  the  financial  burden  on 
the  taxpayer.  The  problem  is  becoming  more  pressing  because,  aside 
from  the  usual  growth  in  the  labor  force,  we  are  now  experiencing 
disturbing  layoffs  due  to  automation. 

(3)  California's  Imsiness  mortality  rate  is  almost  double  that  of 
the  nation  as  a  whole.  No  private  agency  has  analyzed  the  causes  of 
this  condition  or  suggested  remedies  for  it;  no  state  agency  has 
had  the  authority  to  do  so.  Even  if  practical  ways  of  saving  only 
a  small  fraction  of  these  business  casualties  could  be  found,  the  tax 
moneys  devoted  to  this  effort  would  be  repaid  many  times  over. 
Incidentally,  California's  business  birthrate  is  also  ahead  of  the 
national  figure  but  unfortunately  not  by  as  much  as  the  mortalit}^  rate.* 

(4)  At  present  only  the  larger  metropolitan  areas  are  able  to  support 
aggressive  steps  to  bring  in  new  payrolls.  Yet  in  the  present  decade 
11  of  California's  58  counties  showed  less  than  10  percent  growth;  11 
other  counties  actually  suffered  a  loss  of  population  since  1950.  No 
private  agency  has  ever  seen  fit  to  explore  whether  or  not  this  is  an 
unavoidable  condition.  No  state  agency  has  had  the  authority  to  tackle 
this  problem.  (Data  from  letter  by  Mr.  Stuart  P.  Walsh,  Economic  Con- 
sultant to  the  Senate  Factfinding  Committee  on  Commerce  and  Eco- 
nomic Development,  dated  February  10,  1959.) 

Hence  there  must  be  a  state  agency  which  (a)  can  determine  what 
industries — not  now  properly  represented  in  the  western  market — • 
ought  to  set  up  branch  operations  in  Calfiornia;  and  (b)  can  afford 
the  time  and  expense  of  factually  developing  such  potentials,  and  ed- 
ucating eastern  capital  successfully. 

Examples:  There  is  need  for  (i)  pulp  mills  in  Northern  Cali- 
fornia, utilizing  wood  waste;   (ii)   textile  yarn  and  cloth  manu- 

*  Source :  Data  from  the  State  Department  of  Employment. 
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factiire  in  Central  or  Sonthern  California,  utilizing  California 
cotton;  (iii)  major  appliance  production  (refrigerators,  washers, 
drj'ers,  freezers)  utilizing  existing  freight  differentials  and  Cali- 
fornia raw  materials  and  components. 

Note:  Such  campaigns  take  years  to  complete  but  are  well  worth 
the  cost. 

(5)  California  needs  a  central  clcaringJwuse  for  trustivorthy  eco- 
nomic data.  Private  agencies  compile  mainly  such  incomplete  statistics 
as  various  public  bodies — federal  and  state — make  aA^ailable.  Up-to- 
date  facts  on  California  markets,  materials,  manpower  and  related 
matters  must  be  readily  accessible  to  existing  firms,  to  potential  new- 
comers, and  to  other  state  agencies. 


PROPOSED  ORGANIZATION  AND  BUDGET 

INTRODUCTORY  REMARKS 

The  day  to  day  work  of  this  agency  will  pose  operating  and 
supervisory  problems  which  are  unusual,  if  not  unique.  Although 
numerically  small  in  staff,  the  work  is  highly  specialized  and  often 
decentralized. 

Much  of  the  attention  of  the  commissioner  will  be  focused  upon 
problems  of  public  contact  work  with  industrial  development  groups 
throughout  the  State,  with  chambers  of  commerce,  with  local  govern- 
ment agencies,  and  with  important  industrial  prospects.  Frequent  trips 
out-of-state  may  be  necessary.  To  insure  continuity  of  supervision  of 
the  day  to  day  operations,  to  get  maximum  productivity  from  the  staff 
and  adequate  service  to  the  public,  it  appears  that  the  best  results  at 
the  least  cost  would  be  achieved  by  the  concept  of  a  commissioner  and 
a  deputy  operating  as  an  administrative  team,  each  with  full  knowledge 
of  the  internal  operation  of  the  agency  and  its  projects  in  process,  and 
with  full  authority  to  act  in  the  absence  of  the  other. 

Other  internal  relationships  within  the  agency  may  need  further 
examination  as  experience  is  gained  in  its  operation. 

PROPOSED   BUDGET  ^^^^  9  months 

Personal  services  ^ $367,544  $245,029 

Supplies    2,000  1,800 

Equipment  2    30,925  30,925 

Travel  ^  40,000  25,000 

Printing  and  binding 25,000  10,000 

Telephone  and  telegraph 5,000  3,000 

Promotional  activities*   30,000  20,000 


Totals    $500,469  $335,754 

Less  :  Nonrecurring  equipment  outlay — 30,000 

Net  second  year $470,649 

NOTES: 

1  See  schedule  attached.  Assumes  staff  on  payroll  an  average  of  eight  out  of  the  nine  months. 

2  See  schedule  attached. 

*  Based  on  Department  of  Employment  experience  on  functions  of  this  nature. 

*  Includes  costs  of  exhibits,  memberships  in  essential  trade  organizations,  selected  announcements  and  Indus- 

trial solicitation  in  trade  journals,  etc. 

W/iaf  Are  Other  Siaies  Doing  in  Behalf  of  Economic 
Development  That  Is  Not  Being  Done  in  California? 

1.  All  other  states  attempt  to  encourage  economic  expansion  on  a 
statewide  basis  with  major  attention  to  areas  which  experience  special 
problems. 

In  California  economic  development  is  carried  on  principally  by  cities 
or  metropolitan  areas  and  by  some  of  the  larger  public  utilities.  The 
wealthiest  communities  are  able  to  finance  the  most  ambitious  cam- 
paigns. The  other  areas  are  able  to  do  little  or  nothing.  The  result  has 
been  that  in  the  present  decade  11  of  California's  58  counties  showed 
little  or  no  growth,  while  11  counties  actually  lost  population, 

(15) 
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2.  The  trend  toward  statewide  efforts  in  this  field  is  of  recent  origin. 
Originally  only  states  with  chronic  problems  of  unemployment  (New 
England)  employed  organized  means  to  stabilize  and  expand  their 
economies.  Now  even  vigorously  growing  states  (Florida,  Arizona, 
Washington)  spend  large  sums  to  attract  industry.  Annual  expendi- 
tures range  up  to  $6,000,000  for  this  purpose.  (Quoted  from  address 
of  Dr.  Alfred  Neal,  President  of  the  Committee  for  Economic  Develop- 
ment before  the  Third  Annual  Industrial  Development  Conference, 
Honolulu,  T.  H.,  October,  1958.)  These  statebased  programs  are  exclu- 
sive of  privately  organized  attempts  by  utilities,  railroads  and  local 
chambers  of  commerce  to  bring  new  payrolls  to  their  service  areas. 

In  California  excellent  work  is  being  done  on  this  local  or  service 
area  level.  With  nationwide  competition  for  new  plants  increasing 
sharply,  this  narrowly  conceived  work,  where  community  in  effect  bat- 
tles community,  should  be  supplemented  by  a  statewide  operation  where 
the  emphasis  must  be  on  ' '  California  in  preference  to  all  other  states. ' ' 

3.  All  other  states  are  compiling  and  developing  economic  data  on  a 
statewide  basis  to  simplify  decision-making  by  out-of-state  industrial 
location  teams. 

In  California  official  statistics  are  scattered  in  many  departments  and 
are  not  readily  available.  Private  agencies  have  limited  staffs  to  com- 
pile factual  and  current  material.  California  consultants  to  industry 
have  testified  before  the  State  Senate's  Fact-finding  Committee  for 
Commerce  and  Economic  Development  that  this  difficulty  of  obtaining 
at  one  central  point  all  facts  pertinent  to  plant  location  has  discouraged 
eastern  industrialists  greatly.* 

4.  Most  other  states  pay  increasing  attention  to  encouragement  of 
existing  business.  This  is  the  objective  of  so-called  community  founda- 
tions or  local  development  credit  corporations,  an  important  device 
which  fills  a  major  gap  in  our  financial  system.  The  C.  E.  D.  (Committee 
for  Economic  Development),  a  nonpartisan,  nonprofit  organization  sup- 
ported by  business  leaders  from  all  over  the  United  States,  through  its 
president,  recommended  this  new  financial  device  as  "certainly  well 
worth  considering." 

There  are  now  over  2,000  such  local  institutions  in  most  of  the  other 
states,  started  and  operated  at  the  grass  roots  level  by  local  business- 
men. These  organizations  make  risk  loans  to  small  existing  businesses ; 
they  also  build  or  renovate  factories  and  purchase  industrial  tracts  for 
sale  or  lease  to  newcomers. 

In  California,  there  arc  no  snch  local  financial  setups  even  though 
Congress  has  made  them  eligible  for  long-term  loans  from  the  Small 
Business  Administration  (SB A).  Yet  it  has  been  found  that  in  many 
California  communities  75  percent  of  all  new  jobs  are  created  by  expan- 
sion of  existing  small  businesses.  It  is  also  a  fact  that  California's  busi- 
ness mortality  rate  is  about  twice  the  national  average.  No  organized 
attempts  have  been  made  to  reduce  this  casualty  rate  and  to  save  the 
jobs  involved. 

5.  A  nnmher  of  states  have  authorized  the  estahlishment  of  state 
development  companies  or  authorities.  These  function  on  a  statewide 
level  and  make  risk  type  loans  to  businesses  in  areas  where  no  local 
development  companies  exist;  in  some  cases  they  make  loans  to  local 

*  See  page  31 — Testimony  of  Douglas  Woolf,  textile  industry  consultant. 
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development  companies  in  order  to  expand  the  latter 's  usefulness.  The 
statewide  development  companies  also  qualify  for  SBA  loans. 
In  California  no  state  development  companies  are  authorized. 

SUMMARY 
An  economic  development  agencj-  in  California  would 

a.  Supplement  rather  than  supplant  present  localized  efforts  to  bring 
in  new  payrolls; 

b.  Centralize  up-to-date  economic  information  for  out-of-state  plant 
locators ; 

c.  Emphasize  local  self-help  efforts  to  encourage  growth  of  existing 
business ; 

d.  Explore  avenues  of  economic  expansion  which  are  not  being  con- 
sidered by  any  other  private  or  governmental  entity. 

PURPOSE  AND   FUNCTION   OF  THE  SENATE  FACT-FINDING  COMMITTEE 
ON  COMMERCE  AND  ECONOMIC  DEVELOPMENT 

The  basic  purpose  and  program  of  this  Senate  committee,  which  was 
established  in  the  1955  General  Session  of  the  Legislature,  has  been  to 
study  and  determine  the  role  of  the  State  Government  to  the  increas- 
ing needs  and  problems  created  by  California's  phenominal  population 
growth.  There  are  may  specialized  legislative  committees  and  specific 
groups  concerned  with  certain  aspects  of  statewide  economy.  However, 
this  committee  has  endeavored  to  establish  a  broad  picture  of  the  entire 
State,  region  by  region,  and  to  work  with  selected  public  and  private 
groups  in  studying  and  determining  the  need  for  orderly  research  and 
development  of  common  interest  on  a  California-wide  basis. 

Statewide  planning  is  a  major  factor  in  meeting  the  impact  of  social, 
economic  and  political  trends  in  California,  but  the  State  is  so  large 
and  its  regions  so  diversified,  and  its  rate  of  growth  so  varied,  that  it 
is  difficult  to  establish  a  master  plan  that  would  apply  to  the  entire 
State.  The  local  planning  agency,  in  the  Department  of  Finance,  has 
inaugurated  a  program  that  helps  fill  this  need. 

It  makes  common  sense,  however,  for  the  State  as  a  whole — its 
government,  its  Legislature,  its  public  and  private  institutions  and  its 
local  government  units — to  co-operate  and  work  together  toward  a 
common  goal.  Economic  dislocations  occur  where  action,  whether  in 
the  form  of  freeways,  zoning  and  industrial  districts  and  so  on,  get 
ahead  of  the  facts  of  research,  and  the  applied  influence  of  sound  plan- 
ning at  the  community  and  regional  level  is  lacking.  This  is  the  crux 
of  practical  orderly-  development  insofar  as  it  is  possible  on  a  state- 
wide basis. 

The  community,  region  and  State  must  work  together  if  they  are  to 
achieve  any  substantial  measure  of  the  economic  goals  set  for  California 
as  a  whole. This  does  not  refer  to  state  control  over  the  local  community, 
for  these  goals  must  be  based  upon  state  and  local  co-operation  to  pro- 
duce a  sound  and  prosperous  economj-  and,  a  maximum  of  job  op- 
portujiities  and  employment  security. 

There  must  also  be  an  equitably  distril)uted  and  praclically  operated 
program  of  recreation  and  tourist  facilities  For  residents  and  out-of- 
state  visitors;  and  adequate  schools,  highways,  hospitals  and  transpor- 
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tation  and  other  facilities  to  service  the  State's  rapidly  growing 
population. 

California  must  create  a  social,  economic  and  cultural  environment 
that  calls  for  a  merger  of  the  natural  and  man-made  resources  of  the 
physical  State  itself  with  the  personal  and  collective  group  planning 
and  action  of  its  people  in  government,  industry  and  commerce,  agri- 
culture and  labor,  as  well  as  the  professions  and  the  arts. 

Throughout  the  Nation,  46  states  of  the  48  have  taken  a  stronger  role 
in  their  programs  of  statewide  economic  development  than  has  Cali- 
fornia. Alaska  and  Hawaii,  the  forty-ninth  and  fiftieth  states,  have 
also  established  development  agencies. 

The  development  programs  of  these  46  states,  California  and  Texas  * 
excepted,  have  been  set  forth  in  the  first  report  of  this  committee  to 
the  1957  Legislature.  Each  of  these  46  states  in  its  way  has  combined 
its  research  facilities,  its  planning  needs  and  its  resources  of  develop- 
ment experience  to  advance  and  protect  its  economic  interests. 

In  this  State  [s  governmental  organization,  California  still  lacks  many 
elements  of  unity  in  research,  planning  and  action  that  underwrite  a 
stable  progressive  economy.  The  committee  has  already  taken  steps  to 
strengthen  research  co-ordination  facilities  of  the  State  Government  by 
authorizing  publication  of  the  first  California  Statistical  Abstract  in 
state  history.  We  have  been  working  in  co-operation  with  research 
directors  of  major  state  agencies  to  make  it  possible  to  publish  this 
California  counterpart  of  the  famous  United  States  abstract,  known 
as  "Uncle  Sam's  Answ^er  Book." 

California  will  soon  be  the  largest  state  in  the  Union  in  terms  of 
population.  If  it  is  to  keep  pace  with  this  tremendous  population 
growth,  it  must  be  ready  to  meet  the  challenge  that  comes  with  growth. 
California  is  now  at  the  15  million  population  mark.  This  statewide 
gain  is  at  the  rate  of  nearly  600,000  annually,  which  equals  the  present 
population  of  San  Joaquin  and  Fresno  Counties  combined.  By  1965, 
it  is  expected  that  California  will  have  approximately  20  million 
residents,  to  lead  the  United  States,  thus  doubling  the  State's  popula- 
tion in  a  span  of  15  years. 

C.  J.  Haggerty,  Secretary-Treasurer  of  the  California  State  Federa- 
tion of  Labor,  has  warned  of  the  significance  of  this  amazing  population 
trend  in  terms  of  employment  needs. 

He  said,  "The  Department  of  Finance  estimates  by  1965  we  can 
expect  another  1|  million  persons  to  be  added  to  our  civilian  labor 
force.  Thereafter,  during  the  five-year  period  covering  1965  to  1970, 
the  growth  of  the  labor  force  is  expected  to  reach  easily  still  another 
million  persons.  Thus,  the  potential  of  this  growth  holds  out  a  challenge 
to  our  state  economy  to  provide  somewhere  in  the  neighborhood  of  2| 
million  more  jobs  by  1970. ' ' 

The  crying  need  in  many  communities  in  California  is  a  more  bal- 
anced growth  pattern  with  greater  emphasis  on  industrial  development 
as  the  essential  sustaining  basis  of  our  growing  population  and  work 
force.  Many  industrial  and  business  leaders  feel  the  same  way,  since  it 
is  their  responsibility  to  expend  the  capital  that  builds  the  plants  to 
create  the  jobs  called  for  by  this  population. 

*  Texas    has    just   adopted   legislation    amending   the   state   constitution    to    authorize 
establishment  of  a  development  agency. 
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This  is  the  reason  the  Senate  committee  also  co-operated  with  the 
Assembly  Committee  on  Industrial  Kolations  to  establish  a  subcom- 
mittee on  space  age  industry  to  assure  continuance  of  the  State's 
current  top-ranking  leadership  in  the  rocket,  missies,  electronics  and 
aircraft  industries. 

In  this  committee's  report  to  the  1957  Legislature,  the  first  report 
comprised  a  summary  of  the  activities  of  the  State  of  California  and  of 
other  states  in  the  Union  having  some  type  of  a  development  agency. 
The  committee  itself  stated  that  it  had  no  preconceived  idea  of  whether 
an  agency  was  an  essential  factor  in  the  economic  growth  of  the  State. 
However,  California  being  one  of  the  only  two  states  without  such  a 
program  or  an  agency  of  some  type,  the  committee  felt  that  it  was 
natural  to  look  into  the  general  trend  of  our  State  as  a  whole,  par- 
ticularly into  those  regions  which  have  lost  population  or  have  had  the 
curtailment  of  industry — the  rui-al  and  mountain  counties. 

PROMOTION  OF  ECONOMIC  DEVELOPMENT  IN  CALIFORNIA 

The  State  Government  has  an  opportunity  to  promote  the  economic 
development  of  California  in  one  or  more  of  the  following  main  lines 
of  endeavor: 

1.  Acting  as  a  clearinghouse  and  co-ordinator  of  economic  infor- 
mation 

2.  Engaging  in  economic  research 

3.  Direct  promotion  programs 

The  necessity  therefore  arises  to  sum  up  what  is  being  done  along 
these  lines  at  the  present  time,  to  recount  what  other  states  are  doing 
and  to  set  forth  what  is  most  feasible  and  desirable  for  California.  This 
report  will  deal  with  these  questions  as  follows: 

7.   Acting  as  a  Clearinghouse  and  Co-ordinator  of  Economic  Information 

Here  is  an  obvious  and  logical  opportunity  for  the  State  to  provide 
a  much-needed  service.  While  it  is  a  widely  accepted  fact  that  Califor- 
nia has  available  in  one  place  or  another  as  much  or  more  economic 
information  about  itself  than  almost  any  other  state,  nevertheless  the 
means  of  disseminating  this  information  are  inadeciuate. 

However,  there  is  no  central  "information  center"  in  State  Gov- 
ernment to  Avhich  anyone  may  turn  for  guidance  in  finding  sources  of 
information.  Some  other  states  have  set  up  agencies  which  provide 
this  service,  and  California  above  all  states,  with  its  tremendous  devel- 
opment attracting  nationwide  attention,  should  do  the  same.  J\Iany 
excellent  opportunities  to  attract  additional  business  to  California  are 
being  lost  for  lack  of  such  a  service. 

Various  agencies  of  the  Federal  Government,  particularly  the  Depart- 
ment of  Commerce,  provide  much  information  about  California  in 
statistical  form.  Large  companies  with  well-staffed  market  research 
departments  are  familiar  with  these  sources,  but  new  and  smaller 
companies  are  not  as  well  posted  and  would  be  greatly  benefited  by 
the  help  of  an  economic  "information  center." 

Highly  important  economic  information  Avhich  is  not  likely  to  come 
to  public  attention  is  frequently   developed  through  special-purpose 
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studies  made  by  federal,  state  and  local  government  agencies,  educa- 
tional institutions,  trade  associations,  labor  unions  and  private  business 
firms.  Conferences  and  conventions  also  are  likely  to  include  papers 
and  reports  of  value.  While  articles  in  popular  magazines  usually  con- 
fine themselves  to  data  that  is  readily  available,  they  sometimes  include 
helpful  background. 

An  example  is  the  study  ''Economic  Development  of  California 
in  Relation  to  Development  of  the  National  Economy"  submitted  by 
the  California  Public  Utilities  Commission  in  Interstate  Commerce 
Commission  Dockets  30416  and  80660,  1954.  Some  of  the  information 
in  that  study  was  included  in  the  Final  Report,  1957,  of  the  Senate 
Fact-Finding  Committee  on  Commerce  and  Economic  Development.  An- 
other is  an  analysis  of  the  reasons  for  migration  of  population  to  Cali- 
fornia, made  by  one  of  the  public  utility  companies.* 

This  committee  has  already  taken  one  important  step  in  this  direc- 
tion by  authorizing  the  publication  of  the  California  Statistical  Ab- 
stract.  It  is  comparable  to  the  Federal  Statistical  Abstract,  which  is 
popularly  known  as  "Uncle  Sam's  Answer  Book."  The  committee 
worked  in  co-operation  with  the  California  State  Interdepartmental 
Research  Co-ordination  Committee,  composed  of  the  research  directors 
of  major  state  agencies  to  develop  this  compilation  and  the  first  issue 
of  this  valuable  publication  is  now  off  the  press.  It  presents  the  prin- 
cipal statistical  data  for  the  State,  and  its  scope  is  indicated  by  the 
table  of  contents,  as  follows : 


Area  and  Climate 

Land  and  Water  Resources 

Agriculture 

Fishing  and  Forestry 

Mining  and  Mineral  Resources 

Population 

Vital  Statistics 

Labor  Force,  Employment,  and 

Earnings 
Social  Security  and  Welfare 
Mental  Hygiene 
Public  Health 
Education 
Crime,  Criminal  Justice,  and 

Delinquency 


Personal  Income 

Prices 

Elections 

Public  Finance 

Banking  and  Finance 

Trade  and  Service 

Business  Investments  and 
Profits 

Roads  and  Motor  Vehicles 

Construction 

Manufacturing 

Transportation,  Communica- 
tions and  Utilities 


A  great  deal  of  economic  information  about  California  is  also  avail- 
able through  the  State  Chamber  of  Commerce.  Every  four  years  it 
publishes  a  Blue  Book  of  California,  of  some  1,100  pages,  which  con- 
tains economic  information,  a  description  of  the  State  Government  and 
a  variety  of  other  information.  That  part  of  it  called  the  Economic 
Survey  of  California  is  also  published  separately.  To  keep  economic 
information  up  to  date  as  far  as  possible,  the  chamber  publishes  in 
mimeographed  form  an  "Economic  Survey  Series"  of  statistical  tables 
and  reports  whenever  the  information  becomes  available. 

*  Demand  study,  Residence  Main  Inward  Movement,  Pacific  Telephone  and  Telegraph 
Company. 
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The  Sau  Francisco  Bay  Area  Council,  a  regional  development  organi- 
zation for  the  nine  Bay  counties,  also  prepares  much  valuable  informa- 
tion on  industrial  plant  location,  planning,  transportation  and  aviation. 
The  larger  local  chambers  of  commerce  in  California  also  provide  reli- 
able and  thorough  information. 

Other  well-known  economic  studies  or  business  and  industrial  reports 
are  published  by  such  private  business  organizations  as  the  Pacific  Gas 
&  Electric  Company,  Bank  of  America,  Security  First  National  Bank, 
Union  Bank  &  Trust  Company  of  Los  Angeles,  and  the  major  Califor- 
nia newspapers. 

Thesis  for  higher  degrees  by  university  students  are  a  third  source 
particularly  likely  to  go  unnoticed.  The  example  is  "Branch  Manufac- 
turing in  California,  1899  to  1948:  A  Study  of  Industrial  Location." 
Sometimes  such  theses  are  prepared  for  institutions  outside  the  State, 
such  as  ' '  Science  and  State  Government  in  California :  A  Study  of  the 
Scientific  Research  and  Development  Activities  of  State  Government 
Agencies — 1956,"  prepared  for  the  National  Science  Foundation  by 
the  Institute  for  Research  in  Social  Science. 

The  need  for  an  "Information  Center"  was  stressed  in  testimony 
given  at  hearings  held  by  the  committee  in  October,  1958.  Excerpts 
from  the  testimony  are  as  follows: 

"We  have  some  20  state  agencies  which  directly  affect  the  conduct 
of  a  business  in  California  with  Avhich  every  person  coming  into  the 
State  must  be  familiar  in  order  to  know  what  they  require,  how  they 
can  benefit  him  and  how  they  affect  the  profitableness  of  his  operations. 

"There  is  no  clearing  house,  no  central  channel  through  which  the 
dealings  of  a  business  firm  with  those  agencies  can  be  expedited.  Many 
other  states  have  a  state  agency  which  performs  this  function. 

"There  is  need  in  certain  lines  for  research,  and  for  co-ordination 
of  existing  research  through  private  sources  that  does  not  now  exist. 
Sometimes  even  our  state  agencies  do  not  know  what  the  others  are 
doing,  and  private  consultants  make  studies  for  one  department  that 
partly  duplicate  those  of  other  departments. 

"That  is  one  of  the  most  highly  valued  types  of  state  service  which 
business  men  in  other  states  speak  of."  — Stuart  P.  Walsh,  Industrial 
Planning  Associates,  San  Francisco. 

"There  is  need  for  general  data  collecting  economic  resources  of  a 
region,  population,  markets,  raw  material  sources  and  the  like.  There 
is  need  to  look  at  this  information  in  terms  of  specific  industries  that 
might  be  attracted  to  a  given  region,  and  what  is  most  important  of 
all,  to  bring  the  information  to  the  attention  of  people  who  are  in  a 
position  to  make  investments  in  a  new  type  of  service.  Too  often  has 
it  been  our  experience  that  state  and  other  regional  groups  have  spent 
too  much  time  on  promotional  activities  and  not  enough  time  on  re- 
search, gathering  hard  facts." — Arthur  D.  Little,  Inc.,  Cambridge, 
Massachusetts. 

"As  a  result  of  ray  experience  in  directing  a  study  of  the  feasibility 
of  establishing  a  primary  textile  industry  in  California,  I  became  con- 
vinced of  the  need  for  an  organization  which  might  be  termed  a 
State  Industrial  Commission.  Its  principal  functions  would  be  to  co- 
ordinate the  information  available  in  the  many  branches  of  the  state 
government,  to  develop  a  factual  and  continuing  data." — Carl  Smith, 
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Director  of  Community  Relations,  Sacramento  Plant,  Aerojet  General 
Corporation. 

The  tenor  of  the  above  testimony  was  also  reflected  in  an  article 
by  E.  T.  Grether,  dean  of  the  graduate  and  undergraduate  schools  of 
business  administration  at  the  University  of  California,  Berkeley,  and 
chairman  of  the  Industrial  Development  Committee  of  the  California 
State  Chamber  of  Commerce,  appearing  in  the  January,  1959,  issue 
of  the  California  Management  Keview,  published  by  the  schools  of 
business  administration  at  Berkeley  and  Los  Angeles.  The  articles  en- 
titled "Local  Community  and  State-wide  Organization  for  Lidustrial 
Development  in  California,"  in  discussing  the  responsibilities  of  a 
central  state  agency,  said: 

"The  agency  should  be  the  center  of  accurate,  objective  data  about 
the  State  as  a  whole  and  all  of  its  political  subdivisions  and  important 
regional  groupings  of  local  political  units.  In  carrying  out  this  respon- 
sibility the  agency  should  rely  upon  the  numerous  existing  private  and 
governmental  sources  of  data. 

"Its  primary  role  should  be  to  act  as  a  collection  center  for  data  of 
knowledge  of  sources  of  data  and  of  research  results.  It  should  not 
undertake  primary  collecting  itself  unless  it  found  it  impossible  to 
obtain  adequate,  reliable  data  by  other  means.  It  should  back  up  the 
existing  collection  and  fact-finding  agencies  so  that  they  may  be 
able  to  maintain  and  improve  their  facilities  and  results.  It  should  be  a 
center  to  which  anyone  might  go  for  thoroughly  unbiased  assistance 
in  establishing  the  facts  about  any  community  or  area.  The  state 
agency,  above  all,  must  guarantee  the  integrity  and  objectivity  of 
the  basic  data. 

"But  often  the  collection  and  presentation  of  basic  data  are  not 
enough.  Hence,  the  agency  also  must  be  a  source  of  information  about 
studies  and  researches  in  this  broad  field.  It  would  be  an  enormously 
valuable  service  if  all  who  wish  could  get  ready  access  to  or  advice  as 
to  the  availability  of  published  or  other  studies.  In  this  capacity,  also, 
the  agency  would  rely  primarily  upon  the  activity  of  existing  agencies, 
federal,  state,  private,  etc.,  including  of  course  the  universities  and 
colleges. 

"In  some  instances  it  would  be  expected  to  take  the  initiative  in 
suggesting  important  research  studies  to  established  research  or  other 
agencies. ' ' 

Obviously,  an  "information  center"  would  enable  both  public  and 
private  agencies  to  avoid  duplication  of  efforts  by  bringing  to  light 
information  already  available  and  reporting  new  studies  being  under- 
taken. 

In  setting  up  such  an  agency  as  an  ' '  information  center, ' '  it  would 
be  necessary  to  reach  a  basic  decision  as  to  whether  it  should  attempt 
to  be: 

(1)  a  complete  statistical  and  information  agency,  disseminating  re- 
ports and  other  information  direct,  or 

(2)  should  confine  itself  to  being  a  referral  agency,  directing  in- 
quiries to  the  proper  sources. 
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If  the  former,  then  it  Avould  have  to  provide  storage  space  for  all 
the  material  desired  in  anticipation  of  fulfilling  requests.  It  might  be 
possible  to  use  photocopying  methods  to  cut  down  the  cost  of  transcrib- 
ing typewritten  reports,  but  in  any  event,  a  careful  study  of  prospec- 
tive costs  would  be  re(iuired.  If  it  confined  its  efforts  to  directing 
in(iuirers  to  the  proper  sources  of  information,  the  size  of  staff,  office 
space  and  other  facilities  required  would  be  considerably  less. 

It  would  seem  more  logical  to  start  out  with  the  second  plan,  in  order 
to  keep  the  workload  down  while  the  staff  was  building  up  the  infor- 
mation files.  Later  on,  if  feasible,  the  service  would  be  expanded  to 
meet  needs  as  they  arose. 

2.  Engaging  in  Economic  Research 

Beyond  the  function  of  clearing  house  and  co-ordinator  of  economic 
information  lies  the  field  of  economic  research.  This  involves  explora- 
tion of  fields  at  present  untouched  or  insufficiently  studied,  and  would 
require,  first  of  all,  careful  investigation  of  all  present  activities  along 
the  line  to  avoid  duplication  of  effort. 

The  second  consideration  would  be  evaluation  of  prospective  research 
projects  to  determine  their  usefulness. 

Third  would  be  the  decision  whether  they  should  be  carried  on  by 
the  staff"  of  the  state  agency,  or  whether  private  or  educational  research 
facilities  should  be  subsidized  with  agency  funds  for  specific  inves- 
tigations. 

Fourth  would  be  taking  the  initiative  in  suggesting  research  studies 
to  existing  organizations. 

It  would  be  desirable  to  create  an  advisory  committee  composed  of 
outstanding  economists  from  the  State  Government,  education  and  pri- 
vate business  to  assist  the  agency  staff  in  arriving  at  decisions  and  in 
apportioning  the  research  work  to  be  done  by  the  companies  they  rep- 
resent or  other  agencies. 

It  would  also  be  desirable  to  require  approval  by  a  committee  from 
the  Legislature  before  research  projects  were  undertakeiL 

Research  activities  would  often  require  additional  staff  beyond  that 
required  of  an  "information  center"  alone. 

Kather  than  to  embark  on  extensive  research  projects  before  sound 
perspective  is  gained,  based  on  a  solid  foundation  of  knowledge  of  in- 
formation sources,  a  more  logical  approach  would  seem  to  be  to  lay 
the  foundation  first,  and  then  embark  on  major  research  work  only  with 
the  approval  of  the  Legislature  and  possibly  under  its  supervision. 

3.  Direct  Promoiion  Programs 

These  may  be  classified  under  four  general  headings : 

A.  Attracting  new  industries   to   California  by  advertising  and 
other  sales  efforts. 

B.  Stimulating     local     economic     development     by     educational 
methods. 

C.  Providing  financial  assistance  to  small  business  enterprises. 

D.  Co-ordiuating  economic  efforts  on  a  statewide  or  regional  level, 
in  other  words,  "economic  planning." 
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ACTIVITIES  IN  OTHER  STATES 

The  activities  and  experience  of  other  states  in  the  field  of  direct 
promotion  programs  were  fully  described  in  the  first  report  of  this 
committee.  They  warrant  repeating  in  condensed  form  in  this  report,  in 
order  to  give  an  adequate  idea  of  activities  to  which  California  should 
give  consideration. 

The  makeup,  budgets  and  staffs  of  the  promotion  agencies  in  other 
states  are  widely  varied.  Some  of  those  in  the  eastern  states  have  been 
in  existence  for  many  years.  There  has  been  a  rapid  increase  in  the 
number  of  such  agencies  since  World  War  II.  New  agencies  were 
created  in  five  states  by  legislative  acts  in  1955,  but  three  of  these 
were  substitutions  for  former  agencies  with  similar  functions.  Most 
of  the  state  agencies  are  called  departments,  boards  or  commissions. 
Only  in  Utah  is  the  term  committee — indicating  a  less  permanent 
organization — used  as  a  designation. 

Whatever  the  title  of  the  agency,  the  most  frequent  form  of  organiza- 
tion is  a  small  policymaking  group  appointed  by  the  governor,  serving 
without  pay.  In  some  cases,  certain  state  officials  are  ex  officio  members 
of  this  committee.  In  a  few  cases  the  group  is  made  up  entirely  of 
heads  of  designated  state  departments,  as  with  the  case  in  the  Cali- 
fornia Reconstruction  and  Re-employment  Commission. 

The  director  or  executive  head  of  the  agency,  like  the  members  of  the 
board,  is  usually  appointed  by  the  governor.  Other  staff  members  are 
usually  state  civil  service  employees.  In  a  number  of  the  larger  state 
agencies,  the  staff  includes  the  following  types  of  personnel : 

An  executive  director  and  one  or  more  deputies 

Chiefs   of  Divisions   of   Community   Service,   Industrial   Contracts, 

Resource  Development,  Public  Relations,  etc. 
Field  men  or  assistants  in  these  divisions 

Research  technicians,  writers,  etc.,  and  a  secretarial  staff. 
In  several  of  the  larger  states  like  New  York  and  Pennsylvania,  district 
officers  are  maintained  in  various  sections  of  the  state  in  addition  to 
the  central  office  at  the  capitol. 

Budgets  range  from  a  few  thousand  dollars  to  2.5  million  dollars, 
although  the  average  is  several  hundred  thousand,  and  these  appro- 
priations vary  considerably  from  year  to  year,  according  to  the  urgency 
of  the  task  in  view. 

Governor  G.  Mennen  Williams  of  Michigan,  for  example,  asked  for 
strong  budgeting  support  for  the  economic  development  commission, 
including  funds  for  a  Washington  office  to  assure  a  greater  measure 
of  new  government  and  private  contracts. 

The  State  of  Colorado  has  taken  steps  to  develop  its  own  community 
and  industrial  development  department.  A  national  survey  was  made 
by  the  Washington  State  Industry  Utilization  Committee  and  as  a 
result,  the  State  of  Washington  at  its  1957  legislative  session  estab- 
lished a  Department  of  Commerce  and  appropriated  1|  million  dollars 
to  cover  its  activities  for  the  next  two  years. 

All  of  the  states  have  organizations  engaged  in  some  form  of  indus- 
trial development,  ranging  from  the  relatively  small  oi'ganization  in 
Utah,  aforementioned,  to  such  organizations  as  the  State  of  Florida 
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where  the  Florida  Development  Commission  employs  186  persons  with 
a  budget,  for  the  biennium,  in  excess  of  2  million  dollars. 

Tliirt3'-seven  of  these  states  take  advantage  of  the  information  and 
know-how  of  knowledgeable  citizens  through  the  creation  of  advisory 
boards  or  commissions.  Of  the  remaining  seven  states,  five  did  not 
specify  whether  or  not  advisory  groups  were  used,  and  two  have  a 
commissioner  appointed  to  head  up  the  program. 

The  number  of  persons  serving  on  advisory  boards  or  commissions 
varies  from  five  in  Georgia,  Montana,  South  Carolina  and  Vermont  to 
55  in  Virginia,  with  a  combination  advisory  committee  of  10  supple- 
mented by  an  advisory  council  of  45. 

The  average  for  the  37  states  was  over  12  persons,  or  12.4  persons, 
on  advisory  boards.  Of  the  44  states,  40  reported  full-time  staffs, 
varying  from  three  in  Montana  to  the  186  in  Florida.  A  total  of  802 
persons  are  employed  full  time  in  the  40  states,  or  an  average  of  20 
persons  per  staff. 

All  but  tAvo  of  the  states  included  in  the  report — Nevada  and  Utah — 
gave  the  information  on  their  budget  as  a  total  expenditure  of  24 
million  dollars  in  the  32  states  for  industrial  and  economic  develop- 
ment. This  represents  an  average  of  nearly  $590,000  per  state.  Nearly 
all  the  employments  reported  are  from  state  sources,  although  one 
state — Alabama — indicated  that  part  of  its  funds  are  from  the  fed- 
eral level  for  city  planning  functions,  and  two  states  indicated  the 
use  of  partial  private  funds. 

In  the  field  of  expenditure  functions,  a  number  of  states  reporting 
specific  dollar  allocations  were  not  sufficiently  large  in  comparison  to 
draw  any  specific  conclusions.  Thirteen  states  have  appropriated  ap- 
proximately 1  million  dollars  for  industrial  advertising,  an  average 
of  $69,000  per  state. 

EXISTING  ECONOMIC  DEVELOPMENTS  FACILITIES  IN  CALIFORNIA 

EXISTING  DIRECT  PROMOTION  PROGRAMS  IN  CALIFORNA 

CALFORNA  STATE  CHAMBER  OF  COMMERCE 

(Resume  of  statement  of  Tom  Richards,  Jr.,  regional  vice  president, 
at  Sacramento  hearing  of  the  committee  on  October  2,  1958.) 

The  state  chamber  is  keenly  interested  in  stimulating  and  promoting 
the  commerce  and  economic  development  of  the  entire  state.  In  attract- 
ing industrj^  it  endeavors  to  assist,  rather  than  duplicate,  the  work 
successfully  carried  on  by  local  chambers  in  industrial  promotional 
activities. 

One  of  the  most  important  forms  of  such  assistance  is  through  the 
chamber's  research  department,  which  prepares  and  publishes  a  wealth 
of  worthwhile  economic  information. 

The  Economic  Survey  of  California  and  its  counties  is  published  by 
the  chamber,  an  economic  study  of  the  resources,  raw  materials,  agri- 
cultural and  industrial  development  and  potentialities,  employment, 
incomes,  trade  and  markets  of  California  and  its  58  counties.  The 
first  survey  was  completed  in  1954;  the  second  was  published  late  in 
1958. 

In  the  interval  between  publication  of  these  surveys,  the  chamber 
publishes  its  Economic  Series  bulletins,  which  keep  the  information  up 
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to  date.  It  also  issues  memoranda  containing  other  information  impor- 
tant to  the  plant  location  seeker. 

The  chamber  has  developed  Standard  Industrial  Survey  reports  for 
California  communities,  giving  concise,  comparable  data  on  the  major 
industrial  plant  location  factors,  including  location  requirement,  trans- 
portation facilities,  industrial  sites,  water  supply,  utility  services,  gov- 
ernmental facilities,  tax  and  insurance  rates,  population,  labor  force, 
wage  rates,  rentals  and  community  facilities.  Over  150  California  com- 
munities are  participating  in  the  use  of  these  reports,  and  other  states 
have  used  these  standard  survey  reports  as  a  pattern. 

Its  Committee  on  California's  Future  has,  under  a  $75,000  appro- 
priation, given  Stanford  Research  Institute  the  task  of  preparing  a 
report  on  California's  outlook,  to  be  completed  late  this  year. 

The  Digest  of  California  Labor  Laws,  something  very  few  other 
states  have  duplicated,  is  a  summary  of  all  state  labor  laws,  unemploy- 
ment compensation,  and  other  acts  affecting  business  employers.  Simi- 
larly, a  Digest  of  California  Tax  Laws  is  published  by  the  chamber. 

The  chamber  was  instrumental  in  introducing  Assembly  Concurrent 
Resolution  No.  26  in  the  1957  legislature,  known  as  the  Good  Business 
Climate  Resolution.  This  was  unanimously  approved,  and  many  coun- 
ties and  cities  have  adopted  similar  measures. 

Its  Industrial  Development  Committee  holds  periodic  meetings  which 
are  a  clearing  house  of  information  on  trends  and  developments  in  all 
parts  of  the  State,  reported  by  representatives  of  local  chambers.  Its 
chairman,  E.  T.  Grether,  is  Dean  of  the  School  of  Business  Administra- 
tion at  the  University  of  California  at  Berkeley. 

BANK  OF  AMERICA 

(Summary  of  statement  at  Sacramento  hearing  (October  2,  1958)  by 
Richard  Oddie,  Assistant  Vice  President  for  Area  Development.) 
Area  development  is  a  part  of  the  bank's  Business  Development  De- 
partment, and  is  concerned  with  providing  advisory  service  on  small 
business  and  industrial  development  and  community  development  prob- 
lems. The  work  is  carried  on  in  close  co-operation  with  bank  officers 
who  travel  regularly  throughout  the  United  States,  calling  on  banks 
and  business  firms,  selling  them  on  the  advantages  of  coming  to  Cali- 
fornia and  locating  their  industrial  activities  in  the  State. 

This  program  has  been  supported  for  the  last  five  years  by  national 
advertising  in  business  and  general  interest  magazines  featuring  im- 
portant industries  in  California. 

The  bank's  plant  location  questionnaire  itemizes  the  type  of  site  de- 
sired— rural,  suburban,  or  other  type  of  building;  transportation  serv- 
ices required ;  utilities ;  sewage  disposal ;  the  market  to  be  served — 
regional,  state,  local  or  export;  the  need  for  labor  and  raw  materials. 
It  provides  opportunity  for  the  respondent  to  ask  for  further  detailed 
information,  and  information  folders  for  most  of  the  counties  have  been 
developed. 

For  the  benefit  of  existing  business  firms  in  the  State,  the  bank  has 
information  digests  on  various  types  of  business,  a  booklet  on  bank 
financing  for  small  business,  another  on  retailing,  and  a  monthly  publi- 
cation called  ' '  Small  Business  Reporter. ' ' 
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Oecasioiially,  publications  containing  statistics  helpful  to  promoting 
California  as  a  state  in  which  to  locate  industry,  bearing  such  titles  as 
"What's  Happening  in  California,"  "California  Trends,"  and  "Cali- 
fornia Profile,"  are  issued.  These  show  population,  employment,  income 
and  buying  power,  natural  resources,  agriculture,  manufacturing,  retail 
trade  and  the  like. 

FEDERAL  GOVERNMENT  SMALL  BUSINESS  ADMINISTRATION 

(Summary  of  statement  at  Sacramento  hearing  (October  2,  1958)  by 
Edward  L.  Turkington,  Regional  Director,  Small  Business  Adminis- 
tration, San  Francisco.) 

Under  the  Small  Business  Investment  Act,  the  government  will  lend 
to  a  group  of  not  less  than  10  men,  who  lend  in  turn  to  small  businesses, 
so  that  funds  will  be  available  for  new  enterprises  of  the  expansion  of 
those  already  existing.  The  Small  Business  Administration  can  make 
direct  loans  to  business,  or  participate  with  banks  and  other  financial 
institutions  in  making  the  loans.  It  is  also  authorized  to  finance  develop- 
ment companies,  organized  by  the  state,  county  or  local  government. 
The  SBA  has  a  procurement  program,  designed  to  help  small  business 
firms  to  get  business  from  the  Federal  Government.  Technical  assistance 
in  the  form  of  information  is  another  activity,  and  the  SBA  is  author- 
ized to  grant  $40,000  a  year  in  each  state  for  research,  especially  techni- 
cal research. 

REGIONAL  DEVELOPMENT  ORGANIZATIONS 

There  are  a  number  of  regional  development  organizations  which 
have  been  established  in  the  post-war  period  to  attract  new  industry, 
additional  commerce  and  world  trade,  as  well  as  tourists,  to  their  par- 
ticular areas  which  may  comprise  one  or  more  counties.  One  of  the 
largest  of  these  is  the  San  Francisco  Bay  Area  Council  established  by 
major  regional  industries,  banks  and  utilities  in  1946.  The  council 
conducts  an  areawide  economic  planning  and  industrial  development 
program  for  the  nine  Bay  area  counties  bordering  San  Francisco  Bay, 
and  is  currently  a  major  sponsor  of  a  proposal  for  a  Bay  area  au- 
thority, permissive  legislation  for  which  was  introduced  in  the  1959 
Session  of  the  Legislature. 

There  are  a  number  of  other  county  development  organizations  in- 
cluding the  San  ]\Iateo  Development  Association,  the  Shasta  County 
Economic  Commission,  the  San  Bernardino  County  Industrial  Develop- 
ment Commission  and  the  Imperial  Countj-  Industrial  Commission  (a 
subdivision  of  Board  of  Trade).  Other  counties  have  a  local  govern- 
ment or  board  of  trade,  such  as  Imperial  Board  of  Trade,  Riverside 
Countj-  Board  of  Trade,  Kern  County  Board  of  Trade  and  so  on. 

A.   Promotional  Campaigns  fo  Attracf  Industry 

In  all  probability,  the  basic  motive  in  urging  that  the  State  engage 
in  such  campaigns  is  fear  that  employment  will  not  keep  pace  with 
growtli  of  i)oi)ulation,  particularly  since  California's  tremendous  popu- 
lation gain  is  largely  due  to  immigration  from  other  parts  of  the 
Country'. 

While  this  westward  flow  of  population  is  self-corrective  to  some 
extent — the  State  Department  of  Finance  estimates  that  immigration 
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dropped  from  385,000  in  1956  to  322,000  in  1957  as  the  result  of  air- 
craft cut-backs  and  other  depressants  to  industry — nevertheless,  the 
department  feels  the  average  inflow  of  people  will  remain  above  300,- 
000  a  year.  The  rise  of  unemployment  reported  by  the  Division  of 
Industrial  Relations  is  an  indication  that  job  opportunities  do  not 
automatically  match  up  with  increasing  population. 

Banks,  railroads  and  local  chambers  of  commerce  are  intensely  inter- 
ested in  developing  more  industry  for  California;  the  Department  of 
Employment  provides  valuable  service  along  that  line.  The  State  Treas- 
urer thoroughly  canvasses  financial  avenues  in  the  East  in  an  effort  to 
market  securities  of  the  State  of  California. 

The  effect  of  a  professional  type  presentation  of  economic  facts  was 
described  to  this  committee  at  its  Sacramento  hearing  by  Christian  J. 
Matthew,  Manager  of  the  Industrial  Development  Department  of  Ar- 
thur D.  Little,  Inc.,  a  private  management  research  agency.  He  said 
his  company  was  retained  by  the  State  of  West  Virginia  for  several 
years ;  that  it  made  careful  studies  of  certain  types  of  enterprises  that 
might  fit  into  the  economy  of  the  area  and  then  followed  by  well- 
selected  contact  approach,  not  by  promotional  methods.  During  that 
period  about  $1^  billion  of  new  plant  investments  were  made  in  West 
Virginia,  about  one-third  of  which  could  be  directly  related  to  this  kind 
of  a  selective  selling  campaign.  It  required  very  detailed  knowledge  of 
certain  industries  which  no  state  agency  could  hope  to  match. 

6.  Stimulating  Local  Development  by  Educational  Methods 

A  good  case  for  such  endeavor  is  made  by  Dean  E.  T.  Grether  of  the 
School  of  Business  Administration  at  the  University  of  California, 
Berkeley,  in  the  paper  on  which  his  article  in  the  January  issue  of 
California  Management  Review  was  based.  He  says : 

"Paralleling  the  informational  and  research  responsibilities  of  a 
central  state  agency,  it  could  also  make  important  educational  contribu- 
tions. In  some,  perhaps  most,  local  communities  there  is  lack  of  knowl- 
edge concerning  the  elemental  requirements  of  effecting  industrial  de- 
velopment. An  important  contribution  can  be  m.ade  through  conferences, 
seminars  and  perhaps  even  systematic  courses  of  study  and  published 
materials.  Local  educational  institutions  could  be  ready-made  vehicles 
to  assist  in  such  work. 

"For  the  most  part,  the  role  of  the  central  agenej^  should  be  to  stim- 
ulate, advise  and  promote  educational  programs.  It  might,  however,  find 
it  advisable  in  some  instances  to  develop  some  study  materials  or  con- 
ference plans  and  leadership.  There  is  excellent  background  of  both 
experience  and  materials  in  California  and  elsewhere  for  such  con- 
ferences. ' ' 

C.   Providing  Financial  Assistance  to  Small  Business 

This  problem  is  thoroughly  discussed  in  a  staff  report,  "Financing 
Economic  Development  in  California,"  prepared  in  preliminary  draft 
form  on  October  21,  1958  (not  published).  It  points  out  that  there  is 
great  need  in  California  for  an  increasing  supply  of  v  Miture  capital  in 
order  to  maintain  business  expansion. 

The  function  of  state  development  corporations,  which  do  not  exist 
in  California  at  the  present  time,  is  explained  in  th's  rej)ort.  Local  de- 
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velopment  corporations,  which  are  to  be  found  in  many  areas,  are  also 
discussed. 

Private  financing  with  equity  capital  is  a  highly  important  phase  of 
economic  development.  A  state  economic  development  agency,  whether 
its  functions  be  confined  to  research  or  broadened  out  into  wider  fields, 
could  perform  a  valuable  ])ublic  service  by  making  known  these  sources 
of  capital,  so  that  people  with  ambition  to  engage  in  new  business  enter- 
prises could  make  contacts  easily.  Such  a  service  could  also  be  valuable 
to  these  financing  pools  b}'  thus  putting  them  in  touch  with  prospective 
customers. 

ECONOMIC  EFFORTS  ON  A  STATEWIDE  PLANNING  BASIS 

The  Connnonwealth  Club  of  California,  in  its  report  by  the  Business 
Economics  Section  of  the  club  on  the  section's  study  topic  for  the  past 
two  3^ears,  resulted  in  majority  endorsement  of  a  "Statewide  Economic 
Planning  Agency. ' ' 

The  Co}nmonwealth  Club  report  favored  the  establishment  of  a  state- 
wide economic  planning  organization  as  an  entirely  independent  body, 
with  powers  limited  to  collecting  and  disseminating  information  and 
making  recommendations. 

Dean  Grether  pictures  the  logical  function  of  a  central  state  agency 
as  follows : 

"A  new  instrumentality,  if  established,  should  not  be  merely  a  pro- 
motional and  advertising  agency,  in  the  pattern  of  some  states.  What  is 
needed  is  a  body  of  experts  with  adequate  staff  assistance  and  with 
access  to  the  best  available  advice  and  opinion,  to  analyze  carefully 
and  sj'stematically  on  a  continuing  basis,  the  broad  overall  pattern  of 
economic  nnd  iiulustrial  needs  of  the  State  in  the  years  ahead. 

"A  central  state  agency  in  this  field  should  not  have  operating  or 
administrative  duties,  except  as  other  agencies  cannot  carry  the  respon- 
sibilities at  all  or  adequately.  Obligations  should  be  chiefly  to  advise, 
stimulate  and  to  facilitate.  But  it  would  not  be  able  to  make  a  notable 
contribution  in  these  capacities  unless  (1)  it  were  led  by  persons  whose 
advice  was  sought  because  it  was  reasonable  and  sound,  and  (2)  the 
head  or  heads  of  the  agency  were  given  top-level  governmental  status. 
The  saddest  spectacle  in  a  complex  governmental  bureaucracy  is  an 
advisory  agency  whose  advice  is  neither  taken  nor  sought!  The  only 
thing  sadder  is  a  co-ordinating  agency  without  power  or  opportunity 
to  co-ordinate  !* 

"What  is  needed,  above  all,  is  an  alert,  intelligent  informed  head  and 
staff  who  will  become  a  center  of  advice  and  counsel  because  of  the  high 
quality  of  advice  given  directl}^  or  indirectly,  by  referral  elsewhere  to 
sound  authority.  The  most  im])ortant  advisory  service  would  arise  out 
of  broad  competence  concerning  the  State's  overall  emerging  pattern 
of  needs  in  the  years  ahead  in  relation  to  the  State's  natural  and  human 

•  The  writer  (Dean  Grether)  speaks  with  feeling  derived  from  experience  in  "Wash- 
ington, D.  C,  in  19-IS-49  with  the  late  National  Security  Resources  Board,  as  one 
of  four  directors  of  this  agency.  The  primary  responsibility  of  the  agency  was 
to  advise  on  and  co-ordinate  all  aspects  of  mobilization  planning.  For  a  brief 
period,  it  appeared  that  this  approach  might  be  effective,  but  chiefly  because  of 
the  high  interest  expressed  by  the  President  of  the  United  States  under  conditions 
of  emergency.  Once  the  emergency  and  presidential  interest  passed,  most  person- 
nel returned  to  their  private  pursuits  or  transferred  to  other  agencies.  The  oflflcial 
demise  was  prescribed  by  the  unoflicial  one  represented  by  loss  of  key  personnel 
and  lowered  morale. 
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resources.  Its  interest  should  not  be  merely  local  or  immediate,  but  also 
general  and  long-run.  It  eonld  make  a  tremendous  contribution  through 
weighing  the  short-run  programs  and  opportunities  in  the  scales  of 
future  needs  and  requirements. ' ' 

An  example  of  an  opportunity  for  co-ordination  was  brought  up  in 
the  hearing  held  by  this  committee  at  Redding,*  (October  3,  1958), 
where  the  difficulties  encountered  by  a  company  seeking  to  develop  a 
pulp  mill  in  that  area  were  set  forth.  By  its  own  efforts  alone,  the 
company  has  been  unable  to  overcome  local  opposition  growing  out  of 
fear  of  stream  pollution.  Reconciliation  of  conflicting  interests  could 
be  a  function  of  a  central  state  agency  in  such  a  case. 

The  Colorado  Department  of  Commerce  singled  out  nine  communities 
in  the  State  as  typical  cities  and  towns  removed  from  the  area  of  the 
State  which  has  enjoyed  the  greatest  industrial  growth  in  the  last  10 
years.  "With  the  assistance  of  local  teams,  resources  of  each  community 
were  tabulated ;  the  ability  of  the  community  to  support  industry  deter- 
mined; and  the  way  in  which  the  State  could  help  these  communities 
to  help  themselves  was  studied. 

Supplementary  Statement  to  California  Senate  Fact-finding  Committee  on 
Commerce  and  Economic  Development  re  Senate  Bill  No.  43  by  Douglas 
G.  Woolf,  West  Coast  Associate,  Fessenden,  Blanchard  &  Morrell,  New 
York 

Background  of  My  Interest.  My  interest  in  the  proposal  estab- 
lish a  California  state  economic  development  agency  stems  immediately 
from  my  experience  in  directing  a  study  of  the  feasibility  of  establish- 
ing a  primary  textile  industry  in  California,  which  study  took  place  in 
November,  1956  to  July,  1957;  and  from  the  further  fact  that  I  have 
been  authorized  to  undertake,  and  am  now  undertaking,  a  followup 
study  of  that  same  survey,  the  first  stage  of  which  should  be  completed 
by  mid-year.  It  is  proposed  to  proceed  with  two  further  stages  of  the 
same  study — and  therefore  I  have  a  direct  and  personal  interest  in  the 
facilities  available  within  the  State  to  aid  this  type  of  research. 
The  study  in  question  is  for  the  Los  Angeles  Mayor's  Committee  for 
the  Development  of  the  Textile  and  Apparel  Industry,  and  is  directed 
by  2ne  as  west  coast  associate  of  Fessenden  Blanchard  and  Morrell, 
marketing  and  management  con>^ultants  of  New  York. 

However,  my  actual  interest  in  the  proposal  dates  back  over  the 
3'ears  during  which  I  was  editor-in-chief  of  Textile  World,  a  McGraw- 
Hill  publication  in  New  York,  first  vice  president  of  the  Textile  Re- 
search Institute  of  the  United  States,  and  active  in  many  organizations 
engaged  in  industrial  research. 

Function  as  Co-ordinating-  Agency.  To  me,  the  primary  purpose  of 
the  agency  in  connection  with  the  above  objective  is  to  co-ordinate 
information  either  in  existence  among  other  governmental  agencies  and 
among  private  research  organizations,  or  capable  of  being  secured  by 
them.  My  realization  of  the  need  for  this  particular  function  came  into 
focus  when  I  started  the  textile  survey  previously  mentioned.  I  imme- 
diately looked  for  a  state  agency  whose  primary  function  would  be  to 
co-ordinate  the  types  of  information  which  firms  thinking  of  locating 

*  See  appendix :   Summary  of  Redding  hearing  and  Shasta  County  Economic  Commis- 
sion program. 
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here  would  desire.  I  found  to  my  .surprise  that  there  was  no  such  cen- 
tral department.  Now,  I  am  thoroughly  conscious  that  this  word  "co- 
ordination" is  used  often  loosely  and  Avithout  too  specific  a  meaning. 
However,  in  this  matter  under  consideration  here,  it  means — at  least  to 
me — a  very  specific  type  of  activity. 

To  give  you  an  example  of  wliat  I  mean,  the  research  study  I  con- 
ducted for  the  ]\Iayor's  Textile  Committee  of  Los  Angeles  involved,  in 
addition  to  those  matters  directly  concerned  with  textile  market  and 
raw  material  potential,  the  following  cross-sectional  factors  of  interest 
to  all  industries:  Labor,  Power,  Transportation  and  Freight  Costs, 
Water,  Building  Costs,  State  and  Local  Taxes,  and  other  matters  affect- 
ing the  potential  success  of  any  industrial  organization. 

Although  1  would  not  expect  to  be  able  to  walk  into  one  office  and 
secure  the  answers  there  to  all  these  questions,  I  tvould  expect — and  I 
know  the  average  industrialist  untrained  in  research  procedure  would 
need  this  even  more — to  be  able  to  clear  through  a  co-ordinating  agency 
and  get,  first,  a  clear  ])icture  of  the  places  in  the  State  where  informa- 
tion on  these  various  factors  is  available,  and,  second,  help  in  making 
proper  contacts  witli  |)ublic  and  private  agencies  involved. 

hi  my  own  experience  in  tlie  textile  survey,  T  got  excellent  co-opera- 
tion from  state  agencies  including  the  Department  of  Emploj-ment,  the 
"Water  Resources  Division,  the  Public  Utilities  Commission  and  many 
others — but  the  process  of  acquiring  merely  the  directions  which  would 
enable  me  to  make  the  rounds  was  a  slow  and  painful  one.  I  was  ahvays 
conscious  of  the  need  for  some  catal^'tic  agent  which  would  pull  to- 
gether the  information  and  help  of  all  those  individual  departments. 

I  wish  to  expand  on  this  particular  function.  1  do  not  want  to  give 
the  impression  that  the  major  function  of  the  proposed  agency  would 
be  that  of  a  guide  or  directory.  That  of  course  is  the  initial  type  of 
steering  which  companies  and  individuals  would  look  for,  but  there  is 
so  much  more  beyond  this  which  the  State  could  do  to  facilitate  inquir- 
ies and  investigations,  and  thus  to  encourage  intelligent  solution  of 
problems  of  industrial  h)cati()u. 

Let  me  give  you  a  further  example  of  this  broader  function:  Li  the 
textile  survey,  I  found  that  one  of  the  divisions  of  the  Department  of 
Employment  had  drawn  up  a  statement  regarding  the  outlook  for  tex- 
tile mills  in  this  State.  Actually,  T  ran  across  this  mereh^  by  chance,  on 
the  hunch  that  the  dei)artment  would  be  the  source  of  useful  informa- 
tion. Simihu-ly,  I  found  during  the  survey  various  pieces  of  research 
both  specifically  related  to  textiles,  and,  much  more  frequently,  covering 
the  broad  cross  section  of  industrial  problems  wliich  of  course  would 
be  important  to  any  person  investigating  one  industry.  Gradually  those 
bits  and  pieces  got  together — but  obviously  I  missed  many  components 
which  are  undoubtedly  in  existence  and  which  would  have  contributed 
to  the  study  I  was  conducting. 

The  point  here  is  obvious:  A  state  agency  designed  for  the  purpose 
proposed  in  Senate  Bill  No.  4)3  could  bring  together  those  various 
pieces  and  present  to  the  incjuirer  a  co-ordinated  whole.  On  subjects 
whicli  had  not  come  previously  to  the  agency's  attention,  the  inquiry 
would  lead  to  investigation  by  the  agency — thus  its  value  would  in- 
crease steadily  during  its  existence. 
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Consequently,  that  process  of  co-ordination  is  to  me  the  primary 
purpose  of  an  agency  such  as  we  are  discussino',  so  far  as  industrial 
location  and  development  are  concerned. 

Learning-  From  Other  States.  I  feel  that  a  very  necessary  part  of 
the  operation  of  such  an  agency,  particularly  in  its  formative  stages 
but  also  throughout  its  existence,  is  to  examine  and  evaluate  the  meth- 
ods used  by  other  states  in  this  field  of  industrial  development,  to  dis- 
card those  mechanisms  which  have  been  found  too  expensive  or  harmful 
in  the  long  run,  and  to  improve  upon  those  methods  which  have  been 
found  helpful. 

I  know  you  will  be  told  that  other  states,  jealous  of  their  own  stake 
in  such  a  project,  would  either  conceal  or  distort  their  methods  if  ap- 
proached in  such  an  inquiry.  I  can  only  say  that  my  own  experience 
has  proved  this  to  be  incorrect  in  the  great  majority  of  cases.  Conse- 
quently, I  think  any  plan  for  such  an  agency  should  leave  time  and 
financing  for  a  certain  number  of  months  for  such  an  investigation  dur- 
ing its  early  life.  In  fact,  this  should  be  emphasized  publicly  so  that  it 
will  be  known  that  immediate  results  cannot  be  expected. 

Utilizing  Private  Research  Projects.  Thus  far,  I  have  dealt  pri- 
marily with  the  o-ordination  of  information  and  services  available 
through  governmental  agencies.  I  think  another  compelling  field  for 
the  operation  of  the  agency  proposed  in  this  bill  would  be  a  thorough 
digesting  and  analysis  of  all  private  research  projects  conducted  in  the 
industrial  field  in  this  State  pertinent  to  the  objective  of  this  agenc}'. 
In  other  words,  this  would  mean  that  much  information  now  gathering 
dust  on  shelves  would  be  given  new  life  and  potential.  Obviously,  in 
such  an  undertaking  the  active  co-operation  of  the  private  agencies 
which  had  conducted  such  projects  should  be  sought  and  obtained. 
Here  again,  I  do  not  anticipate  any  difficulty ;  on  the  contrary  I  believe 
this  would  be  welcomed  by  the  responsible  research  organizations. 

Securing  Local  Co-operation.  I  am  convinced  that  a  very  important 
part  of  the  function  of  the  proposed  agency  would  be  to  secure  the 
understanding  and  co-operation  of  local  and  regional  organizations 
formed  and  endowed  to  perform  a  similar  service  for  the  geographical 
area  involved,  or  for  the  particular  part  of  industry  involved.  I  have 
no  illusions  about  the  i^roblem  here.  I  have  sat  through  meetings  in 
which  the  function  of  a  state  agency  has  been  discussed  and  derided. 
However,  I  am  also  convinced  that,  with  few  exceptions,  most  local, 
regional,  and  vertical  organizations  could  become  convinced  of  the  po- 
tential value  accruing  to  them  through  the  operation  of  the  sort  of 
state  agency  we  are  discussing.  This  is  what  you  might  call  missionary 
work,  but  of  the  type  which  must  be  based  on  sound  knowledge  of  the 
accomplishments  realized  in  other  states. 

Give-away  Plans.  I  feel  that  a  specific  attempt  should  be  made  by 
the  proposed  agency  to  examine  realistically  what  might  be  called  the 
' '  give-away ' '  plans  utilized  by  some  states  and  some  communities  in  the 
past  to  attract  industries.  My  reason  for  isolating  this  phase  is  that 
the  industry  with  which  I  have  been  connected — textiles — had  spectacu- 
lar experience  of  this  sort  when  mills  were  moving  from  New  England 
to  the  Southeast.  Furthermore,  I  practically  never  attend  a  conference 
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on  this  subject  nowadays  without  encountering  suggestions  for  free 
power,  free  water,  tax  exemption  or  what  have  you.  I  think  at  a  very 
early  stage  in  its  existence  an  agency  such  as  we  are  discussing  should 
have  a  pretty  clear  picture  of  what  such  plans  accomplish  or  do  not 
accomplish.  *  *  *  On  possibly  the  other  side  of  this  coin  is  the  question 
of  the  effect  of  burdens  like  the  personal  property  tax  on  inventories, 
and  the  further  question  of  whether  or  not  such  burdens  repel  indus- 
tries. Obviously,  the  latter  point  must  be  taken  into  consideration  in 
balance  with  the  revenue  received  or  expected  from  such  taxes. 

Financing  the  Agency.  It  is  my  opinion  that  a  program  of  the 
scope  listed  above  would  be  of  little  value  if  it  were  not  amply  financed 
and  the  agency  properly  staffed.  Any  attempt  to  run  it  on  peanuts 
would  be  fatal.  The  fact  should  be  stressed  that  a  return  may  be  ex- 
pected from  the  operation,  far  in  excess  of  the  expenditures  involved 
in  it.  That  has  been  the  experience  of  states  which  have  had  properly 
conceived  and  organized  industrial  commissions. 

Statemenf  io  Senate  Commiftee  on  Governmental  Efficiency  in  hearing  re 
Senate  Bill  No.  43,  Sacramento,  March  25,  1959,  by  Stanley  Crook,  Direc- 
tor, Research  Division,  Washington  State  Department  of  Commerce  and 
Economic  Development 

In  46  states  the  problems  of  economic  growth  have  been  considered 
important  enough  to  merit  the  creation  of  a  state  agency  devoted  to 
their  solution.  New  York,  which  is  one  of  our  largest  and  most  impor- 
tant industrial  states,  created  such  an  agency  over  20  j^ears  ago  under 
the  sponsorship  of  the  then  Governor  Thomas  E.  Dewey.  Concern  for 
economic  growth  soon  became  manifest  in  the  other  industrial  states 
of  the  North  and  East  who  created  similar  agencies.  Tlie  necessity  has 
since  been  recognized  by  most  all  of  the  other  states  in  the  Union. 

It  is  not  enough  that  a  state  undergo  great  increases  in  population. 
Economic  growth  involves  the  creation  of  enough  new  employment  op- 
portunities to  absorb  the  yearly  additions  to  total  labor  force.  This  in- 
volves not  only  the  creation  of  new  businesses  which  create  new  jobs 
but  al.so  the  expansion  and  strengthening  of  existing  businesses.  The 
creation  of  businesses  and  the  development  of  industry  are  parts  of 
the  one  whole,  the  dynamic  economy. 

Perhaps  there  will  no  disagreement  in  principal  over  economic  de- 
velopment. The  problem  arises  in  California  as  to  whether  or  not  suffi- 
cient private  and  public  agencies  already  exist  to  meet  adequately  the 
problems  of  economic  development.  It  has  been  asserted  that  the  neces- 
sary guidance,  co-ordination,  research  and  development  already  exist. 
Therefore  the  question  is :  What  would  be  the  contribution  of  a  state 
agency  devoted  solely  to  economic  development? 

In  the  first  place,  the  state  agency  has  access  to  sources  of  informa- 
tion which  are  not  available  to  any  private  agency.  In  the  second  place, 
a  state  agency  inserts  the  interests  of  the  business  community  and  of 
economic  development  directly  into  the  structure  of  government.  One 
result  of  sucli  jiarticipation  is  the  furtherance  of  a  souiul  business  cli- 
mate witliin  the  State.  Tlie  state  agency,  without  existing  as  a  special 
interest  group  bringing  pressure  from  the  outside,  more  adequately 
brings  to  the  attention  of  government  the  problems  of  business  than 
does  a  group  operating  from  the  outside.  For  example,  it  would  be 
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true  in  California  as  in  Washington  that  the  state  agency  can  facili- 
tate dealings  with  other  state  agencies  b.y  businessmen  and  business 
groups. 

The  state  agency  would  in  no  sense  duplicate  the  work  of  private 
agencies.  This  has  already  been  demonstrated  by  the  relationships 
which  exist  between  the  private  agencies  and  the  economic  development 
agencies  of  "Washington,  New  York,  New  Jersey,  Pennsylvania  and 
many  other  states.  The  state  agencies  have  developed  close  working  re- 
lationships with  the  industrial  development  groups  in  every  one  of 
these  states.  The  state  agencies  have  taken  on  leadership  roles  in  a  good 
many  instances  at  the  request  of  local  and  statewide  private  industrial 
development  groups  because  the  state  possesses  more  ample  facilities 
and  staff  to  do  the  job.  By  its  staff  work  a  state  agency  has  supple- 
mented and  extended  the  work  of  the  local  groups  who  have  been  the 
primary  beneficiaries  of  the  state  activity. 

Consider  the  problem  from  the  specific  points  of  view  of  a  state 
agenc3^  program,  that  is  to  say,  in  terms  of  research,  industrial  develop- 
ment and  tourist  promotion  and  development. 

In  the  case  of  research  and  the  provision  of  adequate,  objective  busi- 
ness and  economic  information,  no  private  agency  can  provide,  either 
on  a  state  or  a  county  basis,  a  continuing  sequence  of  objective  data  on 
business  and  economic  dynamics.  Only  a  state  agency  has  open  to  it  the 
primary  sources  of  information  for  the  establishment  of  statistically 
satisfactor}^  information. 

It  is  true  that  there  are  many  public  agencies  which  do  supply  sta- 
tistical information  of  various  kinds  in  California.  It  is  also  true  that 
there  are  interdepartmental  research  co-ordination  committees  which 
supply  additional  streams  of  economic  and  business  data.  But  this  is 
not  enough.  There  can  be  an  endless  supply  of  research  and  a  continu- 
ing stream  of  business  and  economic  information,  all  of  which  will  still 
prove  inadequate.  Information  is  meaningful  when  it  is  organized  to 
serve  particular  purposes.  There  must  be  research  and  analysis  which 
translates  streams  of  data  and  ideas  into  practical  programs.  Unless 
there  is  some  vehicle  through  which  information  is  focused  to  a  specific 
purpose,  it  remains  academic.  The  wide  and  varied  sources  of  economic 
data  in  California  should  be  channeled  into  forms  which  make  it  imme- 
diately meaningful  and  useful  within  the  business  community. 

Obviously,  then  it  would  be  a  function  of  the  state  economic  develop- 
ment agency  to  convert  business  and  economic  information  into  eco- 
nomic programs  to  provide  heightened  employment  opportunities  and 
industrial  expansion. 

In  addition  it  would  be  the  function  of  research  to  analyze  the  Cali- 
fornia economy  from  the  point  of  view  of  a  security  analyst  as  Avell  as 
from  the  point  of  view  of  an  economic  analyst.  The  areas  of  potential 
growth  should  be  highlighted,  and  I  use  areas  here  to  mean  not  only 
geographical  areas  but  industrial  and  product  areas.  Also  it  would  be 
the  function  of  research  to  study  the  areas  of  decline  within  the  State 
in  order  that  suggestions  could  be  made  both  to  industry  and  to  govern- 
ment for  offsetting  decline.  Other  areas  in  which  research  can  contrib- 
ute are  many,  but  always  its  objective  would  be  that  of  expanding  the 
possibilities  for  growth  within  the  state.  It  means  servicing  the  busi- 
ness community  with  meaningful  business  information,  in  surveying 
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the  potentials  which  exist  within  the  regions  of  the  state,  and  of  assist- 
ing: directly  in  the  establislimcnt  of  local  conimnnity  self -analysis  pro- 
grams. On  the  latter  point  there  is  nuich  that  can  be  done.  Most  commu- 
nities do  not  know  how  to  approach  industry  in  order  to  get  new  indus- 
try to  locate  within  their  confines.  ]\Iuch  can  be  done  here  to  assist  a 
community  in  presenting  the  riglit  kind  of  promotion  to  attract  new 
industry. 

In  terms  of  industrial  development  and  promotion,  the  state  agency 
has  a  large  and  special  contribution  to  make.  Despite  all  of  the  local 
promotional  efforts,  in  any  of  the  really  large  industrial  states  it  has 
been  found  that  a  state  agency  through  separate  industrial  promo- 
tional campaigns  can  greatly  strengthen  the  local  effort.  The  state 
agency  makes  its  objective  the  promotion  of  the  wliole  state  as  an 
industrial  haven.  This  has  had  the  effect  of  heightening  the  appeal 
of  the  local  effort.  The  state  agency  does  not  undertake  to  scour  the 
countryside  for  new  businesses.  Its  industrial  promotion  is  done 
through  various  advertising  media,  participation  in  trade  fairs  and 
the  publication  of  various  kinds  of  information  booklets.  The  state 
agency  acts  as  a  referral  service  for  industry  making  inquiries  and 
works  with  the  local  industrial  development  councils  to  facilitate  the 
location  of  industry  within  a  given  area.  The  state  agency's  effort  is 
always  supplemental  and  complementary  to  that  of  the  local  areas. 

Furthermore,  industrial  and  economic  development  is  not  just  a 
matter  of  localities.  It  is  recognized  that  development  is  also  a  regional 
problem.  The  regional  context  may  determine  what  industrial  develop- 
ment the  locality  can  handle.  And  regional  problems  do  require  that 
the  broader  facilities  of  the  state  be  brought  to  bear  on  them.  The 
locality  benefits  b.y  co-operating  in  the  larger  scale  effort. 

In  other  ways  in  industrial  development  the  state  agency  does  a 
job  which  is  not  done  anywhere  by  private  groups.  One  important 
phase  of  economic  development  is  the  strengthening  and  expansion 
of  existing  business  and  industry.  One  importinit  contribution  to  this 
effort  is  that  of  the  improvement  of  managerial  skills  and  technicjues, 
particularly  in  small  business.  A  second  aspect  is  the  bringing  to  the 
attention  of  the  small  businessman  or  manufacturer  new  opportunities 
for  production  which  he  might  undertake.  Both  of  these  factors  are 
handled  by  a  state  agency  through  the  continuous  operation  of  small 
business  clinics.  At  these  clinics  experts  drawn  from  big  business  and 
from  universities  are  brought  together  in  workshop  sessions  Avith  small 
businessmen  in  order  that  a  small  businessman  can  take  advantage 
of  the  knowledge  and  experience  of  the  experts.  I  am  directly  familiar 
with  the  success  of  these  clinics  in  both  Washington  and  New  York. 
Both  departments  receive  numerous  requests  from  local  community 
businessmen  to  hold  such  clinics  in  their  cities.  To  supplement  the 
work  of  the  clinics  the  state  agency  makes  follow-up  calls  and  publishes 
technical  bulletins  in  many  fields  of  interest  in  manufacturing  and  mer- 
chandising. 

A  second  activity  of  the  industrial  development  group  in  the  agency 
is  to  work  with  the  local  connnunities  and  chambers  in  setting  up 
community  self-analysis  studies.  These  studies  have  ])roven  very  suc- 
cessful and  have  often  resulted  in  changes  in  downtown  business  pat- 
terns which  have  meant  strengthening  of  business  in  the  downtown 
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areas.  In  these  cases  the  state  agency  works  out  the  procedures  and 
mechanics  of  the  survey  while  the  organized  community  group  carries 
out  the  operation. 

Assistance  in  the  creation  of  industrial  credit  corporations  through 
which  small  business  acquires  risk  capital  is  still  another  service  pro- 
vided by  the  state  agency. 

The  industrial  development  group  is  also  active  with  local  industrial 
councils  and  chambers  in  assisting  them  by  request  on  all  sorts  of  prob- 
lems whether  it  is  facilitating  the  solution  of  freight  rate  problems, 
assisting  in  the  location  of  an  industry  or  the  adequate  measure  of 
industrial  sites,  or  the  suggestion  of  new  kinds  of  industry  to  fit  the 
communit}^  's  potential. 

One  important  role  of  the  industrial  development  group  is  to  give 
testimony  before  all  sorts  of  national  and  state  commissions  in  the 
interests  of  the  state-wide  business  community.  Typically  the  state 
agency  would  appear  in  a  matter  such  as  the  removal  of  a  military 
installation  from  a  local  community ;  or  it  would  seek  to  intercede 
in  Washington,  D.  C,  for  example,  to  facilitate  the  placement  of  a 
military  or  governmental  agency  at  a  particular  area.  It  also  seeks 
to  facilitate  the  procurement  of  bids  on  state  and  federal  contracts 
by  small  businessmen  and  to  assure  that  goods  of  California  manu- 
facture are  accorded  equal  treatment  with  those  available  in  other 
areas  of  the  country.  In  these  activities  the  private  agencies  should 
welcome  the  contribution  of  the  state  agency. 

The  third  field  of  endeavor  for  a  state  agency  is  that  of  tourist 
promotion.  Despite  the  fact  that  California  possesses  a  number  of 
private  agencies  engaged  in  tourist  promotion,  a  state  agency  can 
make  a  major  contribution  which  would  supplement  the  work  of  all 
private  groups.  New  York  has  many  private  agencies  doing  tourist 
promotion,  yet  the  state  spends  considerable  sums  each  year  to  increase 
its  attractiveness  to  tourists.  The  state  publishes  many  types  of  book- 
lets on  New  York  State,  for  example,  which  no  private  agency  could 
undertake  on  an  adequate  scale.  It  makes  movies  of  general  interest 
on  New  York  State  which  are  shown  throughout  the  United  States. 
It  puts  together  television  programs,  magazine  and  newspaper  articles 
in  New  York  State.  The  tourist  business  is  a  20  billion  dollar  industry 
in  the  United  States.  All  states  are  now  in  serious  competition  for  the 
tourist  dollar.  The  state  agency  can  make  a  larger  contribution  in  this 
field  alone.  Again  its  efforts  do  not  duplicate  those  of  private  agencies 
but  rather  greatly  supplement  them,  and  provides  a  background 
against  which  the  private  efforts  are  more  effective.  In  the  State  of 
Washington  we  have  noted  that  as  a  direct  result  of  the  state's  tourist 
promotion  activities,  the  volume  of  tourists  expanded  by  12  or  15  per- 
cent over  previous  years. 

It  has  been  the  experience  in  Washington  and  New  York  and 
other  states  that  opposition  to  the  creation  of  the  agency  has  originally 
come  from  those  who  feared  that  such  an  agency  would  result  in 
their  own  displacement  or  in  a  cutdown  of  their  own  activities.  This 
has  not  at  all  proved  to  be  the  case.  Rather  the  work  of  the  state 
agency  has  provided  a  context  in  which  the  work  of  private  agencis 
has  been  more  effective  since  the  state's  work  has  been  .supplemental 
and  broader  in  scale.  So  much  so  is  this  true  now  that  the  representa- 
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tives  of  the  state  agencies  are  ahva^'S  invited  to  participate  in  pro- 
grams sponsored  by  local  county  and  statewide  industrial  develop- 
ment groups  and  by  chamber  manager  groups  among  others. 

Supplementary  Remarks  to  Statement  by  Stanley  K.  Crook,  Director,  Research 
Division,  Washington  State  Department  of  Commerce  and  Economic  Devel- 
opment, at  the  Hearing  of  the  California  Senate  Committee  on  Govern- 
mental Efficiency  relative  to  Senate  Bill  No.  43 — Sacramento,  March  25, 
7959 

One  of  the  areas  which  has  been  neglected  in  the  evaluation  of  the 
California  economy  is  the  extent  of  the  federal  contribution  to  the 
State's  income.  In  1958  the  net  value  of  military  procurement  actions 
alone  in  the  State  of  California  amounted  to  over  .$5,289,000.  This  con- 
stitutes about  14.5  percent  of  the  total  income  of  the  State  of  California 
for  tliat  vear.  "VYhen  to  the  value  of  the  military  procurement  are  added 
the  $2,300,000  in  federal  payrolls,  the  result  of  almost  $7,G00,000  equals 
20  percent  of  the  total  state  income.  The  total  impact  of  these  ex- 
penditures, of  course,  has  to  be  multiplied  by  the  indirect  effect;  that 
is,  by  the  respending  Avhich  results  from  the  primary  spending.  It 
could  be  assumed  that  the  respending  is  equal  to  the  original  spending. 
However,  assuming  that  the  respending  equaled  only  75  percent  of  the 
primary  spending,  the  net  result  is  that  somewhere  around  35-40  per- 
cent of  the  total  state  income  is  attributable  to  direct  and  indirect 
federal  spending.  If  to  these  amounts  are  added  the  federal  contribu- 
tions in  agricultural  payments,  and  transfer  payments  in  the  form  of 
old  age  insurance  or  assistance  payments,  the  contribution  of  federal 
fvuids  is  even  greater. 

Those  who  regard  with  some  complacency  the  growth  of  the  state, 
do  so  oblivious  of  the  implications  of  large-scale  federal  spending.  One 
of  the  important  implications  is  that  with  changes  in  policy  and  pro- 
gram, federal  spending  can  be  directed  out  of  the  state  with  resulting 
large-scale  losses  in  employment. 

It  should  be  a  function  of  a  state  economic  development  agency  to  be 
concerned  with  this  great  reliance  upon  federal  expenditure  for  the 
economic  health  of  the  state,  and  to  work  for  the  diversification  of 
industry  so  that  the  state  economy  would  not  suffer  in  any  redirecting 
of  federal  expenditures. 

A  second  major  area  of  consideration  for  siich  an  agency  would 
have  to  do  with  orientation  programs  for  women  re-entering  industry. 
One  of  the  significant  sources  of  additions  to  the  labor  force  in  the 
United  States  at  the  present  time  is  the  entry  or  re-entry  of  women  in 
the  45-64  years  of  age  bracket  into  industrial  and  commercial  work. 
Some  of  the  existing  state  economic  development  agencies  carry  on 
large-scale  programs  for  assisting  these  women  in  establishing  small 
businesses.  It  is  an  area  in  which  the  state  could  be  of  great  assistance 
as  has  already  been  pointed  out  by  the  president  of  the  Business  and 
Professional  Women's  organizations  in  California. 

A  state  development  agency  can  be  of  tremendous  assistance  also 
to  all  of  the  smaller  communities  in  the  development  of  their  own 
economic  growth  programs.  These  connnunities  are  not  receiving 
adequate  assistance  today.  The  existence  of  a  state  chamber  of  com- 
merce does  not  provide  the  kind  of  assistance  which  the  smaller  com- 
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mimities  can  use.  Furthermore,  it  makes  as  little  sense  to  say  that 
because  a  state  chamber  of  commerce  exists  a  state  agency  need  not 
exist,  as  to  say  no  state  department  of  agriculture  is  necessary  because 
a  California  Farm  Bureau  Federation  and  other  farm  organizations 
exist.  It  is  well  recognized  that  a  state  department  of  agriculture  ful- 
fills a  useful  role  in  the  agricultural  context;  and  it  is  just  as  true  that 
a  state  economic  development  agency  will  fulfill  an  equally  significant 
role  in  the  economic  development  of  the  state.  Economic  development, 
given  the  demands  for  new  services  and  revenues  which  confront  the 
state,  is  certainly  a  proper  concern  of  state  government,  and  one  which 
should  receive  the  attention  of  a  state  agency  devoted  solely  to  that 
purpose. 

State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  California,  December  2,  1958 

Hon.  Charles  Brown,  Chairman 
Senate  Fact-Finding  Committee 

on  Commerce  and  Economic  Development 
World  Trade  Center,  Ferry  Building 
Sail  Francisco  11,  California 

Attention:  Mr.  Frank  E.  Feliz,  Executive  Secretary 
Economic  Development  Ageiicy  #4500 


Dear  Senator  Brown  :  In  your  letter  of  November  13,  1958,  you 
requested  us  to  provide  you  with  information  that  would  assist  your 
committee  in  formulating  legislation  for  the  establishment  of  an  eco- 
nomic development  agency  or  department  in  this  State.  You  referred 
particularly  to  recent  legislation  in  this  field  in  Washington,  Oregon, 
and  Colorado  and  indicated  an  interest  in  comparing  this  legislation 
with  similar  statutory  provisions  in  Michigan,  New  Jersey,  New  York, 
and  Pennsylvania. 

You  made  available  to  us  a  summary  of  state  laws  in  this  field  that 
was  prepared  in  1956  by  the  Division  of  Planning  and  Economic 
Development  of  the  State  of  Virginia.  In  addition  we  have  examined 
a  similar  compilation  by  the  State  Industry  Utilization  Committee  of 
the  State  of  Washington  which  is  not  dated  but  was  apparently  com- 
piled in  1957  or  1958.  We  have  relied  in  part  upon  this  compilation  and 
have  also  examined  Chapter  196  of  the  1957  Statutes  of  Colorado, 
Chapter  624  of  the  1957  Statutes  of  Oregon,  and  Chapter  215  of  the 
1957  Statutes  of  Washington. 

The  State  of  Washington  formerly  had  a  division  of  progress  and 
industry  development  in  its  department  of  conservation  and  develop- 
ment Avliich  had  powers  and  duties  similar  to  such  agencies  in  other 
states.  The  1957  legislation  abolished  this  division  and  created  a  depart- 
ment of  commerce  and  economic  development  in  charge  of  a  director 
appointed  by  the  Governor  with  Senate  consent.  The  legislation  created 
divisions  of  industrial  development,  tourist  promotion  and  research 
in  this  department  and  authorized  the  establishment  of  other  divisions 
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as  required.  Provisioii  was  made  for  an  advisory  council.  The  depart- 
ment appears  to  have  all  the  powers  customarily  vested  in  an  economic 
development  a^iency.  We  believe  this  statute  (Washington  Statutes  of 
1957,  Chapter  215)  may  be  of  particular  interest  to  you  as  it  appears 
to  include  most  of  the  features  in  the  older  statutes  of  other  states, 
except  that  the  planning  function  is  not  vested  in  this  agency. 

In  order  to  assist  you  in  comparing  the  Colorado,  Oregon  and  Wash- 
ington 1957  legislation  with  the  similar  laws  of  older  states  we  have 
extracted  from  the  Virginia  summary  the  following  digests  of  the 
laws  of  Michigan,  New  Jersey,  New  York  and  Pennsylvania. 

MICHIGAN 
Population  (1950)-6,371,766 

Agency:  Michigan  Department  of  Economic  Development.  Established 
in  1947. 

Commission:  Chairman,  Vice-Chairman,  7  members;  16  advisory 
members. 

Staff:  Executive  Director,  Assistant;  Chiefs  of  Industrial  Develop- 
ment, Information  and  Research,  Industrj^  Service  Divisions;  Field 
Service  Supervisor. 

As  its  name  implies,  this  department  is  concerned  chiefly  with  the 
industrial  life  of  the  state — the  welfare  of  existing  industry  and  the 
initiation  of  new  enterprise.  The  University  of  Michigan  co-operates 
with  the  department  in  the  field  of  research,  and  its  Institute  of  Social 
Research  made  a  survey  of  Michigan  manufactures  in  1950,  publish- 
ing its  findings  in  a  report  which  included  a  detailed  analysis  of  why 
plants  move  or  establish  branches  in  districts  or  states  other  than  the 
locality  of  the  parent  plant. 

The  department  publishes  yearly  a  summary  of  available  industrial 
buildings  throughout  the  state  and  distributes  it  to  a  list  of  about 
6,000  industrialists  and  others.  Field  agents  representing  Michigan 
travel  extensively  throughout  the  country. 

Generally  speaking,  the  various  state  laws  creating  economic  develop- 
ment agencies  are  quite  similar,  the  variations  apparently  being  based 
upon  local  conditions.  One  significant  difference  in  these  laws  is  appar- 
ent in  the  administrative  provisions,  that  is,  whether  the  agency  is  inde- 
pendent or  whether  it  is  a  part  of  a  larger  state  department,  and 
whether  it  is  headed  by  a  board  or  commission  or  by  a  director  who 
may  be  assisted  by  an  advisory  committee.  It  may  be  significant  that  the 
Colorado,  Oregon,  and  AVasliington  legislation  provided  for  independent 
agencies  headed  by  directors. 

We  also  note  that  in  a  number  of  states  the  economic  development 
function  is  combined  wath  the  function  of  planning  at  the  state  or  local 
level  or  both.  We  also  note  that  in  some  states  the  promotion  of  tourist 
travel  is  vested  in  a  different  agency  from  the  one  who.se  duty  it  is  to 
promote  commercial  development. 

For  your  convenience  we  have  prepared  and  enclosed  a  chart  showing 
the  functions  of  the  development  agencies  in  New  Jersey,  New  York, 
Pennsylvania,  Michigan,  Oregon,  Washington,  and  Colorado.  This  is 
based  upon  a  similar  chart  for  all  states  that  is  set  forth  in  the  Vir- 
ginia report,  but  has  been  modified  to  show  the  changes  made  in  the 
1957  statutes  of  Oregon,  Washington,  and  Colorado. 
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The  State  of  Oregon  formerly  had  an  agency  known  as  the  Oregon 
Development  Commission  whose  function  was  primarily  planning  but 
which  engaged  in  research  and  publicity  relating  to  industrial  develop- 
ment. Tourist  promotion  was  and  apparently  still  is  a  function  of  the 
highway  department.  The  1957  legislation  abolished  this  commission 
and  created  a  department  of  planning  and  development  in  charge  of  a 
director  appointed  by  the  Governor  subject  to  Senate  confirmation.  The 
Governor  was  authorized  to  establish  advisory  and  technical  commit- 
tees. Tliis  agency  has  industrial  development  powers  and  duties  and 
also  planning  responsibilities. 

The  State  of  Colorado  has  an  advertising  and  ])ublicity  department 
the  purpose  of  which  was  to  advertise  and  publicize  tlie  state,  its  agri- 
cultural products  and  industries  and  to  promote  tourist  travel.  It  also 
had  a  state  planning  commission  w'hich  was  wholly  concerned  wdth 
planning.  The  1957  legislation  abolished  this  commission  and  created  a 
division  of  planning  administered  by  a  director  with  the  assistance  of 
an  advisory  committee.  In  addition  to  the  former  planning  powers,  this 
agency  is  directed  to  prepare  long-range  plans  for  the  economic  devel- 
opment of  the  state  and  to  study  and  promote  economic  development  in 
the  fields  of  business  and  markets. 

The  Michigan  Planning  Commission  has  been  abolished  and  there  are 
no  state-conducted  planning  activities.  Those  concerned  with  the  state's 
advancement  feel  that  planning  belongs  on  the  local  level.  Communi- 
ties that  want  to  attract  industry  are  awake  to  the  need  for  planning 
industrial  districts,  for  zoning  and  extension  of  public  services.  Local 
industrial  development  groups  are  active  in  this  field. 

NEW  JERSEY 
Population  {1950)-4,835,329 

Agencv:  Department  of  Conservation  and  Economic  Development.  Es- 
tablished 1948. 

Staff:  Commissioner,  Directors  of  Divisions;  Planning  and  Develop- 
ment, Veterans  Services,  Fish  and  Game,  Shell  Fisheries,  Water 
Policy  and  Supply,  Administration. 

In  this  highly  industrialized  state,  about  90  percent  of  the  population 
is  urban.  Consequently,  planning  is  of  prime  importance,  and  the  De- 
partment's activities  include  both  planning  for  operation  of  state  gov- 
ernment and  assistance  to  localities.  Underw^ay  at  present  is  an  urban 
assistance  project  whereby  master  plans  are  in  preparation  for  11 
municipalities.  The  Bureau  of  Planning  constantly  receives  calls  for 
aid,  technical  advice  and  departmental  representation  at  local  meetings. 

In  this  field  of  industrial  promotion  the  department  co-operates 
closely  with  utility  companies,  county  industrial  commissions  and  simi- 
lar organizations. 

NEV/  YORK 
Population  (1950)-1 4,830,1 92 

Agency :  New  York  State  Department  of  Commerce.  Established  1944. 

Staff:  Commissioner,  2  Deputy  Commissioners,  Executive  Assistant, 
Assistant,  Assistant  Deputy.  Divisions:  Commerce  and  Industry, 
Economic  Development,  State  Publicity.  Eacli  division  comprises 
several  bureaus. 
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Among  the  manifold  activities  of  the  New  York  Department  of  Com- 
merce those  that  relate  directly  to  planning  and  economic  development 
are  summarized  below. 

1.  Maintenance  and  extension  of  road  systems  and  other  public  works 
with  industrial  requirements  in  mind.  Airport  and  heliport 
plannin<2:. 

2.  Assistance  to  communities  in  zoning  to  protect  industrial  sites. 

3.  Service  to  all  industry,  long  established  or  new,  without  discrimi- 
nation in  favor  of  new  industry. 

4.  Sponsorship  of  clinics  and  technical  assistance  to  small  business 
and  industry. 

5.  Through  the  New  York  Business  Development  Corporation  and 
local  development  committees,  promotion  of  availability  of 
medium-term  capital  requirements  from  private  sources  at 
reasonable  rates. 

6.  A  co-ordinated  advertising  and  publicity  program  in  conjunc- 
tion with  the  state's  banks,  utilities,  railroads  and  community 
associations. 

7.  Site  location  service  for  industry. 

8.  Stimulation  of  industrial  interest  in  technological  opportunities 
by  department  sponsored  educational  forums  and  advisory  serv- 
ices. 


PENNSYLVANIA 
Population  (1950)-]  0,489,01 2 

Agencies:    (1)    Pennsylvania   Department   of   Commerce.    Established 
1939. 

Staff:  Secretary,  Deputy  Secretary;  Bureaus  of  Industrial  Develop- 
ment, Community  Development,  Vacation  and  Tourist  Travel 
Development. 
(2)  Pennsylvania  State  Planning  Board.  (Removed  from  Depart- 
ment of  Commerce  and  made  an  advisory  board  in  the  Gov- 
ernor's Office  in  1955.) 

Board:  Chairman,  17  members. 

Staff:  Executive  Director,  Assistant  Director,  Consultant. 

All  phases  of  planning  and  economic  development  are  covered  by 
these  two  agencies.  Planning  for  community  development,  regional 
planning,  etc.,  is  under  the  direction  of  the  Bureau  of  Community 
Development,  Department  of  Commerce.  On  the  principle  that  a  sepa- 
rate planning  agency,  having  no  administrative  authority  should  serve 
as  au  aid  to  the  operation  of  state  government,  the  State  Planning 
Board  was  .separated  from  the  department. 

Pennsylvania  has  a  recently  created  Industrial  Development  Author- 
ity, adjunct  to  the  Department  of  Commerce.  It  is  prepared  to  make 
second  mortgage  loans  to  nonprofit  community  corporations  for  in- 
dustrial building  construction,  acquisition  or  expansion — for  sale  or 
lease  to   industrial  firms.   This  authority  differs  from  the   industrial 
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development  credit  corporations  of  other  states  in  that  it  is  financed 
by  state  funds  rather  than  private  capital. 

If  you  desire  additional  or  more  specific  information,  we  shall  be 
glad  to  provide  it  for  you. 

Very  truly  yours, 

RALPH  N.  KLEPS 
Legislative  Counsel 
By  Lawrence  Allyn 
Deputy  Legislative  Counsel 
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Commission 

State  of  California 
California  Aeronautics  Commission 
Sacramento,  California,  January  21,  1959 

Mr.  Frank  E.  Feliz,  Executive  Secretary 
World  Trade  Center,  Ferry  Building 
San  Francisco  11,  California 

Dear  Mr.  Feliz  :  Thank  you  for  the  opportunity  of  submitting  a 

statement  relative  to  airports  and  aviation  development  within  the 

State  to  your  committee. 

Basically,  the  aviation  development  facts  within  the  State  are  these : 
California  has  13  percent  of  the  civil  aircraft  in  the  United  States 

and  13  percent  of  the  registered  airmen,  but  we  have  only  less  than 

7  percent  of  the  airports. 
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Of  these  airports,  there  are  only  32  which  are  served  by  the  sched- 
uled airlines  of  the  535  which  are  open  for  public  usage. 

In  our  metropolitan  areas,  such  as  Los  Angeles  and  the  San  Fran- 
cisco Peninsula,  rather  than  a  gain  in  airport  facilities  there  has 
been  a  rapidly  growing  decrease  as  privately  owned  public  use  air- 
ports are  closed  due  to  urban  developmental  pressures.  These  pressures 
include  real  estate  tax  increase,  approach  clearance  problems,  noise 
abatement  movements  and  numerous  others. 

Economically,  and  when  taken  in  the  aggregate,  this  airport  closure 
or  lack  of  development  is  the  equivalent  of  blocking  the  harbors  and 
denying  access  to  shipping  or  failing  to  provide  facilities  for  shipping 
which  are  available  to  bolster  the  economic  situation  of  a  community. 

It  is  startling  to  many  when  it  is  pointed  out  that  aviation  in  this 
country  is  the  Nation's  largest  industry  in  number  of  people  employed 
and  taxes  paid  and  that  it  is  California's  largest  industry.  More  than 
30  percent  of  the  total  income  in  the  Los  Angeles  area  (more  tlian 
28  millions  dollars  per  week)  is  derived  from  this  single  industry. 

The  loss  of  general  aviation  type  airports,  especially  in  the  metro- 
politan areas,  becomes  alarming  from  a  planning  standpoint  Avhen  it 
is  realized  that  we  are  barely  entering  the  air  age  and  business 
aviation  is  experiencing  its  greatest  rate  of  growth  in  history.  Last 
year  the  increase  in  sales  of  executive  aircraft  in  California  was 
64  percent  over  the  year  before,  with  1959  showing  promise  of  an 
even  greater  increase  in  the  use  of  this  transportation  tool. 

Although  the  State  has  535  public  use  airports,  this  is  less  than 
half  of  the  number  presently  needed  and  with  the  exi)ected  and 
planned  increase  in  population  to  20  million  people  within  the  next 
15  years,  this  number  is  closer  to  one-quarter  the  number  to  care  for 
the  rapid  transit  needs  of  the  business,  communting  and  recreational 
access  transportation  even  when  based  on  current  usage.  This  plight 
of  the  State  is  further  aggravated  by  the  fact  that  at  the  present, 
only  15  percent  of  the  population  has  yet  ridden  in  an  airplane,  but 
every  year  this  percentage  will  increase  as  rail  service  is  cut,  higliways 
become  more  congested  and  the  need  for  mobility  by  the  modern  busi- 
nessman is  accepted.  At  the  present  time,  there  are  industrial  firms 
within  our  State  who  own  and  operate  more  planes  and  fly  more  mile- 
age per  year  than  some  of  the  smaller  airlines. 

Adequate  aviation  and  airport  facilities  bring  more  industi-y  to  the 
State.  Practically  every  major  industrial  corporation  now  owns  and 
operates  aircraft.  This  industry  and  connnerce  is  often  associated  with 
adequate  airport  facilities;  a  state  sy.stem  of  airports  is  just  as  impor- 
tant as  a  state  system  of  highways.  Throughout  all  industry,  the  pri- 
vate and  busi)iess  plane  is  coming  into  use  for  regular  contact  trips  to 
sources  of  raw  materials,  to  component  supplies,  to  production  facili- 
ties and  to  buying  and  selling  markets  everywhere. 

The  significance  of  airline  service  to  the  larger  and  major  centers 
of  trade  and  commerce  has  long  been  recognized;  however,  the  smaller 
communities  also  have  need  for  adequate  lauding  facilities  for  agricul- 
ture, mining,  timber,  business  aircraft  as  well  as  private,  just  as  they 
have  need  for  the  state  and  local  roads  that  are  being  improved  and 
expanded  each  year.  This  should  be  a  matter  of  concern  to  your  com- 
mittee. In  this  respect  the  federal  agencies  are  depending  more  and 
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more  on  the  individual  states  for  recommendations  on  air  route  patterns 
and  the  State  has  an  oblip^ation  to  its  citizens  in  sociiig  that  tlicy  have 
the  advantage  of  adequate  air  service — mail,  freight,  and  passenger. 

California  receipts  of  federal  aid  as  assistance  to  airports  has,  for 
the  past  four  years,  averaged  less  than  four  million  dollars,  although 
California  communities  had  funds  available  to  match  federal  dollars 
of  from  17  to  20  million  dollars  yearly.  As  the  total  federal  aid  avail- 
able has  been  63  million  dollars  yearly  and  13  percent  of  the  Nation's 
aircraft  and  aviation  activity  is  within  this  State,  a  sum  of  $8,190,000 
or  13  percent  of  the  63  million  dollars  seems  to  be  a  more  realistic 
division  of  these  funds.  Of  the  aid  granted  witihn  California,  roughly 
75  percent  was  allocated  to  the  three  major  airports,  while  a  vast  num- 
ber of  smaller  communities  where  initial  installations  are  sorely  needed, 
received  no  aid  at  all. 

It  is  hoped  that  your  committee  will  take  due  cognizance  of  these 
transportation  facets  of  the  commercial,  industrial  and  economic  devel- 
opmental progress  in  your  deliberations,  recommendations  and  final 
reports  to  the  California  Legislature. 

Thank  you  again  for  this  opportunity  and  be  assured  this  commis- 
sion stands  ready  and  anxious  to  assist  in  your  studies  in  any  pos- 
sible way. 

Sincerely, 

California  Aeronautics  Commission 
(Signed)  Clyde  P.  Barnett 

Director  of  Aeronautics 


Statement  by  Mrs.  Dorothy  M.  Ford,  President,  California  Federation  of  Busi- 
ness and  Professional  Women's  Clubs,  at  the  hearing  of  the  California 
Senate  Committee  on  Governmental  Efficiency  relative  to  Senate  Bill  No. 
43— Sacramento,  March  25,  1959 

My  name  is  Dorothy  Ford.  At  present,  I  am  serving  as  State  Presi- 
dent of  the  California  Federation  of  Business  and  Professional  Wo- 
men's Clubs.  Job-wise,  I  serve  in  the  capacity  of  Consultant  in  Busi- 
ness and  Distributive  Education  with  the  Los  Angeles  County  Schools. 
As  President  of  the  Business  and  Professional  Women 's  organization 
of  California,  which  has  approximately  17,000  members  with  some  350 
clubs,  I  can  say  that  we  have  been  interested  for  some  time  in  the  de- 
velopment of  a  women's  division  in  our  State.  This  women's  division 
could,  perhaps,  be  set  up  under  this  agency  for  economic  development. 
At  present,  there  is  no  such  division  in  our  state  that  deals  with  the 
problems  of  women  such  as  was  developed  in  the  state  of  New  York 
under  Governor  Dewey  and  directed  by  Jane  Todd,  and  now  Miss  Kay 
Fitzgerald  is  handling  this  division,  I  believe.  For  six  or  eight  years, 
those  of  us  in  the  Business  and  Professional  Women's  organization 
have  used  material  developed  by  New  York.  One  of  the  particular 
areas  in  which  the  New  York  division  has  worked  has  been  the  area 
of  small  business — promoting  and  helping  women  start  a  small  busi- 
ness to  augment  their  income  or  for  a  livelihood  (a  mama  and  papa 
type  of  operation).  Due  to  inflation,  older  women  are  returning  to 
the  labor  market.  There  are  at  present  over  66  million  people  in  the 
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labor  market  who  are  fjainfully  employed.  Of  this  number,  about  one- 
third  are  women,  or  about  22J  million.  "Within  the  next  10  years, 
an  additional  10  million  people  are  expected  to  enter  the  labor  market, 
one-half  of  which  are  expected  to  be  women,  and  one-half  of  these  will 
be  married.  By  1975,  it  is  expected  that  one-half  of  the  labor  force  will 
be  composed  of  women.  More  and  more  the  women  who  will  be  enter- 
ing: the  labor  market  will  be  over  the  aj^e  of  35.  Many  of  these  women 
will  hope  to  enter  some  field  of  self-employment;  they  will  need  coun- 
selintj-  and  guidance. 

As  you  know,  women  are  playing  a  more  important  part  every  year. 
We  need  a  division  that  will  handle  the  problems  facing  women,  and 
we  feel  that  Senate  Bill  No.  43  would  give  the  opportunity  for  such  a 
women's  division  to  be  established. 

There  is  another  area  in  wliich  I  am  interested.  As  I  mentioned,  job- 
wuse  I  hold  the  position  of  Consultant  in  Business  and  Distributive 
Education  with  the  Los  Angeles  County  Schools.  As  sucli,  I  work  in  a 
staii"  capacity  with  75  high  school  principals,  superintendents,  and 
heads  of  business  education  departments  in  helping  to  organize  and 
set  up  work  experience  education  programs  in  our  county.  Also,  we 
work  with  community  groups,  lay  committees,  service  clubs,  co-ordi- 
nating councils,  etc. 

In  this  program  our  students  have  an  opportunity  to  work  in  indus- 
try on  a  paying  job  and  to  take  related  training  in  the  schools.  This 
year  our  program  was  almost  destroyed  in  areas  such  as  Inglewood, 
Burbank,  Torrance,  and  Lancaster.  There  is  heavy  concentration  of 
aircraft,  missiles,  and  related  industries  in  these  areas.  Because  of  can- 
celation of  contracts  and  change  in  tooling,  thousands  of  people  were 
thrown  out  of  jobs. 

If  we  had  more  diversification  of  industry  in  these  areas,  the  econ- 
omy of  tlie  community  would  not  be  destroyed  so  that  business  firms, 
particularly  small  business,  would  have  to  cut  employment  and  in 
some  instances  close  their  doors. 

Through  the  development  of  this  agency,  there  would  be  more  in- 
terest and  study  in  the  area  of  diversification  of  industry.  I  feel  that 
new  industries  could  be  brought  into  these  areas  to  create  more  diver- 
sified employment  through  diversified  industry. 

In  our  business  education  division,  we  are  also  interested  in  the 
tourist  business.  We  have  been  asked  to  develop  training  programs  for 
those  people  who  handle  the  tourist.  Our  programs  throughout  the 
state  are  not  co-ordinated,  and  they  could  be  under  this  agency. 

We  feel  that  the  organization  of  this  agency  will  greatly  benefit  our 
State — not  only  from  the  standpoint  of  women  but  also  of  our  youth 
and  our  entire  employed  labor  force. 

The  objectives  of  this  agency  should,  liowever,  be  clearly  defined 
in  such  terms  that  they  would  be  in  harmony  with  the  sound  economic 
development  of  our  State.  This  would  mean  that  such  an  agency  Avould 
not  overlap  the  functions  of  present  organizations  within  government 
or  private  foundations,  and  tend  to  become  another  bureaucracy.  We 
need  a  businessman's  agency  and  not  just  another  government  bureau. 

Thank  you  very  much  for  the  opportunity  to  present  m}'  ideas  to 
vour  committee. 
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Industrial  Planning  Associates 
Economic  Development  Consultants 

625  Market  Street, 
San  Francisco,  California,  February  10, 1959 

Mr.  Frank  E.  Feliz,  Executive  Secretary, 

Califor7iia  Legislature,  Seriate  Factfindi7ig  Committee  on 
Commerce  and  Economic  Development 
San  Francisco,  California 

Dear  Mr.  Feliz  :  This  letter  is  in  response  to  your  su<?gestion  that 
we  summarize  our  views  regarding  the  need  for  a  state  economic  devel- 
opment agency  in  California,  on  the  basis  of  our  studies  for  the  Senate 
Fact-finding  Committee  on  Commerce  and  Economic  Development  and 
our  experience  with  such  agencies  in  other  states. 

In  the  past  four  years  our  work  has  brought  us  into  close  contact 
with  the  activities  of  state  development  agencies  in  12  states — Arizona, 
Iowa,  Louisiana,  Michigan,  Minnesota,  Missouri,  Montana,  Oregon, 
Pennsylvania,  "Washington,  West  Virginia,  Wyoming,  and  the  Terri- 
tory of  Hawaii.  In  some  cases  we  have  been  directly  employed  by  state 
agencies  on  assignments  related  to  various  phases  of  their  work. 

Our  second  report  to  the  Senate  Fact-finding  Committee  on  Com- 
merce and  Economic  Development  in  January  1957  included  a  review 
of  the  state  development  agencies  in  47  states  followed  by  a  considera- 
tion of  the  question  ' '  Does  California  need  a  development  agency  ? "  It 
was  noted  that  the  major  functions  of  most  state  development  agencies 
fall  under  three  headings : 

One — Compiling  and  making  available  factual  information  about  the 

state's    resources,    industries,    labor    force,    and    other    economic 

aspects. 
Two — Soliciting  manufacturers,  distributors,  and  other  enterprises 

to  locate  in  the  state. 
Three — Advising  local  communities  on  their  economic  development 

problems  and  programs. 

The  possible  need  for  the  State  of  California  to  perform  any  of  these 
three  functions  was  examined  in  detail. 

It  was  noted  that  the  first  of  these  functions — compiling  and  publish- 
ing economic  data — is  now  being  performed  by  a  large  number  of  state 
and  private  agencies  in  California,  as  described  in  our  preliminary  re- 
port of  January  1956.  It  was  noted  that  California  probably  leads  all 
the  states  in  the  amount  of  such  information  that  is  made  available. 
Mention  was  made  of  the  comprehensive  Statistical  Abstract  of  Cali- 
fornia, a  project  of  the  State  Inter-Departmental  Research  Co-ordinat- 
ing Committee,  which  has  since  been  published  by  the  Senate  Fact- 
finding Committee  on  Commerce  and  Economic  Development. 

In  the  field  of  fact-finding  and  fact-compiling  there  is  probably  room 
for  a  state  agency  to  co-ordinate  more  fully  the  sources  and  uses  of  the 
very  large  amount  of  data  that  is  being  produced.  At  the  same  time 
there  could  also  be  more  effective  utilization  of  the  State's  research 
facilities  in  its  many  educational  and  other  institutions. 
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Re<>arding:  the  second  usual  function  of  state  development  agencies — 
soliciting  new  industrial  plants — our  1957  report  noted  the  rapid  ex- 
pansion of  industrial  investment  and  employment  in  California,  and  the 
extensive  promotional  efforts  of  our  railroads,  utilities,  banks,  and  local 
chambers  of  commerce.  The  California  State  Chamber  of  Commerce 
has  taken  the  position  that  in  view  of  these  efforts  and  the  consistent 
record  of  economic  growth,  unecjualed  by  any  other  state,  there  is  no 
indicated  need  for  an  industrial  promotion  program  by  a  state  agency. 
It  should  also  be  pointed  out  that  California's  position  is  uniquely  non- 
competitive. Any  company  contemplating  a  manufacturing  or  distrib- 
uting plant  or  service  enterprise  in  the  Far  West  must  inevitably  con- 
sider California,  where  almost  two-thirds  of  the  population,  income,  and 
industrial  activities  of  the  11  westerii  states  are  located. 

The  need  for  a  state  development  agency  with  promotional  functions, 
such  as  other  western  states  or  the  larger  eastern  states  have  estab- 
lished, should  be  viewed  in  the  light  of  the  considerations  reviewed 
above,  and  with  due  regard  to  the  nature  of  state  development 
problems. 

Industrial  and  other  types  of  economic  growth  do  not  result  from 
promotional  efforts  except  where  favorable  profit  conditions  exist. 
Among  such  conditions  affectiiig  recent  growth  in  various  parts  of  the 
Country  have  been  the  low-cost  labor  in  the  Southeast,  raw  materials  in 
the  Gulf  South,  expanding  markets  and  government  spending  in  the 
Far  West,  and  transportation  economies  in  the  Great  Lakes  region. 
A  large  part  of  the  promotional  effort  of  many  state  agencies  is  due 
to  competition  betAveen  states  for  intraregional  expansion — between 
New  York  and  New  Jersey,  Ohio  and  Indiana,  Iowa  and  IMissouri, 
Tennessee  and  Kentucky,  and  many  other  groups  of  neighbor  states 
where  industries  move  around  to  obtain  larger  sites,  new  labor  sources, 
or  better  patterns  of  transportation.  California  does  not  have  this  com- 
petitive problem.  Few  of  the  establishments  located  or  locating  here 
have  any  profitable  alternative,  except  in  the  case  of  "footloose" 
industries  like  electronics,  and  California  has  been  getting  a  good  share 
of  these. 

Another  problem  of  state  development  agencies  is  the  size  and  liomo- 
geneity  of  the  state  as  an  economic  unit.  Iowa,  Indiana,  and  Con- 
necticut, for  example,  lend  themselves  readily  to  statewide  promotion. 
So  do  many  other  states,  but  Pennsylvania,  ]\Iichigan,  and  Texas  do 
not.  Of  all  the  major  states  California  is  probably  the  least  uniform  in 
its  economic  pattern. 

The  factors  influencing  the  types  of  economic  development  that  will 
occur  in  Shasta,  Siskiyou,  and  Humboldt  Counties,  for  example,  are 
quite  different  from  those  that  apply  to  the  Sacramento-Stockton- 
Fresno  region,  and  that  region  is  quite  different  again  from  the  Los 
Angeles-San  Diego  region.  Few  states'  boundaries  enclose  such  Avidely 
differing  conditiojis. 

Because  of  California's  size  and  diversity  it  seems  more  practicable 
for  its  economic  attractions  to  be  promoted  by  substate  and  local 
agencies,  as  is  now  being  flone,  ratlier  than  on  a  statewide  basis  by  a 
single  public  agency.  Solicitation  of  investment  and  plant  location  on 
a  valleywide  or  Bay  area  or  Southern  California  basis  is  likely  to  be 
more  useful  than  trying  to  present  California's  advantages  as  a  whole. 
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As  to  the  third  major  function  of  state  development  aj^encies — tech- 
nical advice  and  service  to  local  comnninities — our  previous  report 
noted  an  inadequacy  of  such  service  on  the  part  of  existiu}?  private  or 
public  agencies  for  the  benefit  of  the  smaller  and  more  remote  com- 
munities in  the  State.  In  20  counties,  our  report  pointed  out,  there  has 
been  little  or  no  growth  in  the  present  decade;  11  counties  have  shown 
an  actual  decline  in  population  since  1950.  Our  special  report  on  the 
14  mountain  counties  submitted  in  January,  1959,  listed  six  specific 
services,  not  including  any  financial  aid,  tliat  the  State  Government 
could  render  to  those  counties  to  further  their  economic  development. 

The  potentials  of  California's  "underdeveloped"  counties,  where 
less  than  4  percent  of  the  State's  people  now  live,  rest  largely  in  the 
hands  of  the  federal  agencies  that  own  much  of  their  land,  and  in 
recreational  activities  which  are  gradually  being  expanded.  While  no 
amount  of  promotional  effort  will  bring  them  major  industries  that  can 
locate  more  profitably'-  elsewhere,  the  State's  highway  program  and  the 
pressures  of  population  will  assure  these  counties  some  new  develop- 
ment opportunities.  To  exploit  such  opportunities  these  counties  and 
their  local  communities  need  the  technical  know-how  that  is  available 
in  more  populous  areas  through  well-staffed  chambers  of  commerce 
and  other  organizations.  Such  assistance,  as  pointed  out  in  our  January 
report,  could  properly  be  rendered  by  a  state  agency. 

To  summarize — a  state  development  agency  similar  to  those  in  other 
major  states  could  be  justified  only  on  the  basis  that  existing  private 
and  public  agencies  in  California  are  not  adequately  promoting  and 
assisting  economic  development,  or  that  California  will  not  continue  to 
enjoy  its  unique  advantages  of  location  and  growth.  A  state  develop- 
ment agency  limited  to  research  co-ordination  and  to  technical  assist- 
ance in  "backward"  areas  would  be  a  useful  supplement  to  existing 
services. 

Such  an  agency  could  be  established  in  the  Governor's  Office,  the 
Department  of  Finance,  or  in  the  Department  of  Employment. 

Sincerely  yours, 
(S)  Stuart  P.  Walsh 

September  29, 1958 
Hon.  James  A.  Cobey 

Senator,  Twenty-fourth  District 
P.  0.  Box  1229,  Merced,  California 

Dear  Senator  Cobey  :  Pursuant  to  your  recent  request,  we  are  send- 
ing the  attached  materials  relating  to  a  proposal  to  create  an  agency 
for  commerce  and  economic  development  for  the  State  of  California. 

The  attached  summary  prepared  by  a  staff  member  represents  an 
effort  to  classify  and  discuss  the  various  types  of  functions  performed 
in  other  states  in  promoting  commerce  and  economic  development.  This 
is  taken  largely  from  reports  of  legislative  interim  committees  and  from 
reports  on  the  activities  of  various  other  states. 

Since  you  may  not  have  copies  conveniently  at  hand,  I  am  also  send- 
ing copies  of  our  letters  of  February  28  and  March  13,  1957,  in  regard 
to  Senate  Bill  No.  1244  of  the  1957  Session. 


50  FINAL  REPORT  ON   COMMERCE  AND  ECONOMIC  DEVELOPMENT 

As  we  indicated  in  our  previous  letters,  state  promotion  of  business 
and  industry  is  an  activity  that  can  be  carried  on  at  virtually  any 
level,  with  expenditures  to  be  governed  largely  by  the  scope  of  the 
activity  depending  upon  whether  it  is  intended  to  be  limited  largelj- 
to  factfinding  and  the  dissemination  of  basic  state  data,  or  whether  it 
is  to  include  also  extensive  advertising,  promotion,  and  even  subsidies 
as  some  of  the  states  do.  It  would  appear  to  us  that  our  comments  con- 
tained in  our  letter  of  March  13,  1957,  would  still  be  applicable  with 
respect  to  a  proposed  minimum  pilot  program. 

Sincerely, 

A.  Alan  Post 
Legislative  Analyst 

GENERAL   FEATURES  OF  A   STATE   DEPARTMENT  OF  COMMERCE 
Prepared  by  Legislative  Analyst,  September  29,  1958 

The  following  material,  wliieh  analyzes  the  proposed  creation  of  a 
California  Department  of  Commerce  and  Economic  Development,  will 
focus  attention  on  general  philosophy  and  procedures,  both  pro  and 
con,  rather  than  organization,  cost  and  related  budgetary  aspects.  In- 
formation for  this  rather  limited  analysis  comes  from  the  following 
sources : 

1.  Reports  of  the  California  Senate  Factfinding  Committee  on 
Commerce  and  Economic  Development. 

2.  Cursory  review  of  recent  publications  and  annual  reports  of  the 
North  Carolina,  New  York,  and  Pennsylvania  Departments  of 
Commerce.  Special  consideration  was  given  to  New  York  since  its 
department  has  been  most  active  during  rec^ent  years. 

3.  Three  recent  issues  of  the  pamphlet  "Tax  Policy." 

4.  A  booklet,  "The  Little  Economies,"  by  the  Committee  for  Eco- 
nomic Development. 

A  State  Department  of  Commerce  usually  has  the  aims  and  adopts 
some  or  all  of  the  procedures  that  are  contained  in  the  following  outline : 


Aims 

Procedures 

I 

Attract     new     industries     and 

A 

Factfinding 

businesses 

R 

Promotion 

II 

Service  existing  industries  and 

C 

Subsidies 

businesses 

D 

Improve    governmental 

services 

II 

Increa.se  tourist  travel 

I   Attracting  New  Industries 

The  impetus  for  the  establishment  of  a  Department  of  Commerce 
usually  comes  from  the  desire  to  have  the  State  do  something  about  at- 
tracting new  industries  or  businesses.  Considerable  i)uhlicity  has  been 
given  to  the  Balance  Agriculture  With  Industry  Program  of  Missis- 
sippi, the  current  New  York  Department  of  Commerce,  the  Allegheny 
Conference  on  Conmiunity  Development  (Pittsburgh,  Pennsylvania), 
and  many  other  local  agencies.  However,  our  cur.sory  examination  indi- 
cates that  this  aim  is  the  hardest  to  implement,  usually  assumes  a  sec- 
ondary role  once  the  department  is  establislied,  and  is  most  difficult  to 
a|)j)raise  because  the  results  ma\'  not  be  apparent  for  many  years.  A 
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discussion  of  the  various  procedures  used  to  attract  new  industries  fol- 
lows: 

A.     Fact  Finding 

1.  At  the  State  Level 

a.  General  information  on  population,  personal  income,  retail 

sales,  the  labor  force,  etc.,  is  published  by  most  states.  New 
York  publishes  not  only  a  statistical  * '  Business  Fact  Book ' ' 
on  the  state  level,  but  also  one  for  each  of  its  10  economic 
areas.  The  area  booklets  are  especially  useful  because  they 
identify  the  leading  industries,  by  location,  trade  and  name. 
California  is  preparing  a  State  Statistical  Abstract  which 
covers  a  wider  range  of  subjects  than  the  New  York  booklet 
and,  in  addition,  gives  historical  comparisons.  However,  no 
area  abstracts  are  contemplated. 

b.  Special  studies  covering  such  topics  as  airports,  atomic  en- 
ergy, and  certain  growth  industries  are  being  made.  New 
York  has  prepared  a  detailed  booklet  on  its  electronics  in- 
dustry, giving  information  on  the  types  of  products,  loca- 
tion of  producers,  and  data  on  the  supply  of  technical  labor 
and  materials. 

New  York  also  has  attempted  to  identify  growth  industries 
which  are  considered  to  be  desirable  additions  to  their  econ- 
omy. The  needs  of  these  industries  are  matched  against  the 
qualifications  of  the  various  communities  within  the  state, 
and  then  promotion  campaigns  waged  in  conjunction  with 
the  local  areas  to  attract  the  industries.  So  far,  this  type  of 
program  seems  to  be  in  its  formative  stages  but,  if  properly 
carried  out,  should  be  effective. 

California  does  not  have  this  type  of  a  program. 

c.  Teams  of  industrial  and  economic  experts  have  been  used 

to  assist  local  areas  to  solve  their  problems.  This  type  of  pro- 
gram has  been  used  mainly  in  selected  cases  where  an  emer- 
gency situation  exists. 

California  does  not  have  this  type  of  operation  except  to 
a  limited  extent  in  connection  with  the  Department  of  Em- 
ployment's analysis  of  labor  deficiencies  and  surpluses.  The 
department  has  four  labor  and  industrial  development  rep- 
resentatives who  assist  local  communities  in  correcting  labor 
shortages  or  surpluses. 

2.  At  the  Local  Level 

a.  Research  at  the  local  level  usually  is  rather  limited  and  gen- 
erally falls  into  the  following  categories :  general  informa- 
tion about  the  community  such  as  schools,  climate,  etc., 
zoning  regulations,  and  data  on  available  plant  sites.  Infor- 
mation on  taxes,  utility  rates,  transportation  facilities,  raw 
materials,  and  wage  rates  can  be  obtained  but  normally  are 
not  published. 
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3.  Suggestions : 

a.  An  effective  plant  location  pfograni  shoukl  have  the  follow- 

ing characteristics: 

(1)  A  statewide  inventory  of  available  plant  sites,  their  ap- 
]n-oximate  costs,  uses,  etc.,  with  maps  and  aerial  photo- 
graphs. 

(2)  Diagrams  on  available  transportation  facilities  w'ith 
statistics  on  costs. 

(3)  Information  on  taxes,  utility  rates,  raw  material  costs, 
the  labor  supply  and  wage  rates. 

(4)  Zoning  regulations  and  information  on  what  types  of 
industries  or  businesses  the  communities  favor  or  op- 
pose. 

The  above  information  should  not  only  be  current  but 
also  contain  historical  comparisons. 

b.  The  state  agency  or  department  which  acts  as  a  depository 
for  the  above  could  have  local  agencies  supply  the  necessary 
data. 

B.  Promotion 

1.  Advertisement 

The  advertising  budgets  of  selected  state  departments  of  com- 
merce during  1957  were:  New  York,  .$207,000;  Illinois,  $250,- 
000;  Pennsylvania,  $330,000;  and  Washington,  $300,000.  Not 
all  of  the  money  was  used  to  attract  new  iiulustries.  For  exam- 
ple, about  half  of  the  Pennsylvania  budget  was  used  for  indus- 
trial advertising  and  the  rest  for  travel  and  vacation  promo- 
tion. 

The  New  York  industrial  promotion  is  probably  typical  and 
consists  of  ads  in  newspapers,  magazines  such  as  The  New 
Yorker,  Business  Week,  Fortune,  and  radio  and  television  pro- 
grams. The  general  theme  is  to  stress  the  state's  advantages 
for  industry  and  highlight  the  fact  the  businesses  make  money 
in  New  York. 

The  consensus  of  industrial  location  experts  is  that  this  type 
of  promotional  activity  is  designed  to  boost  the  prestige  of  the 
issuing  agency  and  is  not  an  effective  means  for  attracting  new 
industry. 
2.     Advisory  Councils 

There  are  usually  two  types  of  advisory  councils;  first  on 
the  state  level,  a  group  of  prominent  businessmen  to  advise 
the  Governor  and  add  prestige  to  the  dejiartment,  and  second, 
on  the  local  level,  a  group  of  business  leaders  to  co-ordinate 
and  direct  the  efforts  of  the  community. 

C.  Subsidies 

1.     Tax  p]xemption 

One  of  the  oldest  forms  of  subsidy  used  to  attract  industry 
is  the  property  tax  exemption.  Alabama,  Louisiana,  and  ]\Iis- 
sissippi  permitted  exemption  of  new  manufacturing  establish- 
ments of  special  types  for  a  10-year  period.  Arkansas  permits 
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a  seven-year  exemption  of  capital  invested  in  textile   mills. 
Rhode  Island  and  Vermont  permit  property  of  manufactnrcrs 
to  be  exempted  by  vote  of  the  local  electorate.  However,  as  a 
general  device  the  tax  exemption  is  on  the  wane. 
2.     Loans 

Another  form  of  subsidy,  which  Pennsylvania  currently  is 
usinj?,  consists  of  makino-  loans  to  local  development  agencies 
to  build  industrial  plants  which  are  leased  to  businesses.  Dur- 
ing the  last  four  years,  Pennsylvania  had  an  $8,000,000  revolv- 
ing fund  for  making  such  loans. 

D.     Improve  Governmental  Services 

High-pressure  salesmanship,  expensive  advertising  and  tax 
concessions  are  at  best  poor  substitutes  for  proper  zoning, 
fiscal  stability,  and  well-managed  government.  Industrialists 
are  interested  not  only  in  a  community  as  a  potential  plant 
site,  but  also  as  a  place  to  live.  Therefore,  good  schools,  park- 
ing facilities  and,  in  general,  a  desirable  locale  will  be  a  dis- 
tinct asset  in  attracting  industry. 

II.  Service  Existing  Industries  and  Businesses 

The  various  departments  of  California's  State  Government  currently 
compile  a  considerable  volume  of  information  which  is  valuable  to 
business  and  industry.  The  Departments  of  Agriculture  and  Natural 
Resources  probably  provide  the  most  information.  The  Department  of 
Employment  and  more  recently  the  Department  of  Water  Resources 
are  also  in  this  field.  The  distinctions  between  the  services  we  provide 
and  the  facilities  that  are  available  in  other  states  that  have  depart- 
ments of  commerce,  are : 

1.  Our  information  is  designed  to  meet  only  limited  objectives. 

2.  It  is  not  issued  by  a  central  agency.  Therefore,  many  businessmen 
may  not  be  aware  of  its  existence. 

3.  Studies  which  transcend  several  fields  are  more  likely  to  be  issued 
by  other  states,  and 

4.  Other  states  place  more  emphasis  on  the  promotional  aspects. 

In  most  states  the  service  to  existing  business  and  industry  is  the 
main  function  of  the  departments  of  commerce.  The  following  mate- 
terial,  which  illustrates  some  of  these  services,  is  confined  to  a  de- 
scription of  fact  finding  and  promotion  because  subsidies  are  prac- 
tically nonexistent  and  improvement  in  governmental  services  is 
general. 

A.     Fact  finding 

1.  General 

The  preceding  paragraph  mentioned  four  California  State 
Departments  which  provide  general  information.  Without  a 
detailed  study  it  would  be  almost  impossible  to  compare 
California's  standing  in  this  respect  with  other  states. 

2.  Special 

a.  Over  100  shopping  surveys  of  retail  trade  have  been  made 
in  the  smaller  communities  of  New  York  during  the  last 
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10  jears.  These  surveys  seek  iiifonnation  on  changiiiji; 
consumer  taste  and  methods  for  strengthening  retail  busi- 
ness. 

b.  The  New  York  Department  of  Commerce  also  acts  as  a 
clearing  house  for  information  on  foreign  trade.  They  at- 
tempt to  bring  buyers  aiid  sellers  together,  publish  infor- 
mation of  local  products  that  are  available  for  foreign 
shipment,  and  vice  versa.  The  San  Francisco  and  Los 
Angeles  World  Trade  Centers  are  authorized  to  perform 
similar  services. 

c.  The  Department  of  Agriculture  also  carries  on  research 
concerning  the  marketability  of  certain  products.  IMost 
other  states  also  have  this  function. 

B.     Promotion 

Other  states  seem  to  place  more  emphasis  on  promotion  than 
does  California.  New  York  has  a  special  program  designed  to 
help  women  in  their  business  activities.  Local  trade  exhibits  and 
fairs  are  stressed.  California  does  have  an  active  program  for 
promoting  certain  agricultural  products. 

Iff.   Increase  Tourist  Travel 

Recreational  travel  promotion  has  been  used  very  extensively  by 
certain  states.  New  Y^ork  has  issued  over  2,500,000  copies  of  a  book 
entitled  "New  York  Vacation  Lands."  The  book  is  about  200  i)ages,  on 
glossy  paper,  and  contains  detailed  information  on  historical  locations, 
recreational  areas,  restaurants,  hotels,  etc.  No  charge  is  made  for  this 
book  but  a  comparable  one  from  a  private  agency  would  cost  in  the 
neighborhood  of  $2. 


STEPS   WHICH   STATES   HAVE  ADOPTED  TO   INCREASE   ECONOMIC 
AND   INDUSTRIAL   EXPANSION 

Summary  outline  of  points  made  by  Victor  Roterus,  Director,  Office  of  Area 
Development,  U.  S.  Department  of  Commerce,  at  economic  development 
meeting  held  in  Charleston,  West  Virginia,  Thursday,  January  8,   1959 

f.   Background 

A.  Growing  competition  for  new  industries  on  local  and  state  levels. 

B.  Basis  of  good  economic  development  program  rests  on  local  initia- 
tive and  responsibility,  but  states  and  Federal  Government  can  pro- 
vide leadership,  technical  guidance,  supplement  local  efforts. 

II.    Technical  Assistance  Measures  That  Can  Be  Taken  at 
State  Level  to  Help  Communities 

A.  I'rcparediiess  for  industry  clinics  (examples  from  Arkansas  and 
Georgia) 

1.  Fact  inventory  of  county  resources,  tax  picture,  transportation 
j)icture,  etc.,  of  interest  to  manufacturers  (a  la  Office  of  Area 
Development  outline  and  Tact  sheet  approach) 

2.  Specific  site  survey 

3.  Labor  survey 

4.  Local  industrial  financing  capabilities 

5.  Community  improvement  program 
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B.  Tourist  program  for  communities  with  no  industrial  possibilities 
(a  la  Office  of  Area  Development  booklet,  "Your  Community  Can 
Profit  From  the  Tourist  Industry") 

C.  Program  for  improving  business  climate  (co-operative  with  state 
chamber,  labor  unions,  etc.,  spearheading)  (following  General 
Electric  Co.  pamphlet,  "Guide  to  Making  a  Business  Climate  Ap- 
praisal") 

D.  Statewide  women's  program  (a  la  New  York  Department  of  Com- 
merce) 

1.  Shopping  habits  survey  for  benefit  of  local  retailers 

2.  Assistance  in  marketing  homemade  products 

3.  Other  ideas  from  New  York  program 

E.  Helping  existing  industry  and  developing  new  homegrown  indus- 
tries 

1.  Small  industries  program  of  North  Carolina  (home  markets  and 
and  local  resources) 

2.  One-day  procurement  and  area  development  clinics  to  be  held 
in  various  regions  of  state 

a.  Procurement  experts  from  Defense  Department  and  Small 
Business  Administration  to  explain  what  government  is  buy- 
ing and  needs 

b.  Area  development  experts  from  Office  of  Area  Development, 
utilities,  and  railroads  to  advise  community  on  industrial  de- 
velopment problems 

c.  Advise  on  types  of  federal  aid  available  from  Washington 
(a  la  OAD  publication,  "Federal  Activities  Helpful  to  Com- 
munities") 

F.  Importance  of  approaching  specific  growing  industries  in  terms  of 

particular  advantages  the  state  has  for  that  particular  industry. 
(All  of  the  above  implies  high-grade  and  strengthened  staff  at 
state  level.) 

III.  financing  Legislation  Adopted  by  Various  States 

A.  BAWI  plan  of  Mississippi  (mother  of  public-financed  assistance 
plans) 

B.  Statewide  credit  corporation  (privately-financed  plan  in  vogue  in 
New  England  States,  New  York,  North  Carolina,  and  several  others) 

C.  Pennsylvania  Industrial  Development  Authority  (using  public 
funds  for  direct  loan  purposes) 

D.  New  Hampshire  Industrial  Park  Authority 

E.  Maine  Industrial  Buildings  Authority  (big  virtue  is  that  very  little 
state  funds  are  required  because  statewide  credit  is  used  to  insure 
factory  building  loans  made  by  private  source — similar  to  FHA  in- 
surance plan) 

F.  State  participation  in  federal  area  assistance  bills 

1.  State  can  pass  own  legislation  ahead  of  federal  legislation  and 
yet  provide  for  full  benefits  from  later  federal  legislation 
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2.  If  state  does  not  adopt  financing  plan  of  its  own,  it  can  still  pass 
legislation  so  that  it  can  participate  more  fully  with  communities 
in  federal  area  assistance  legislation 

G.  Office  of  Area  Development  can  advise  in  more  detail  on  any  of  the 
above  points 

Siaiement  for  the  Senate  Factfinding  Committee  on  Commerce  and  Economic 

Development    of    the    California    Legislature— March    4,     1959,    by    Victor 

Roterus,    Director,    Office    of    Area    Development,    U.    S.    Department    of 

Commerce 

All  states  have  shown  great  interest  in  an  economic  development 
agency  with  authority  to  guide,  stimulate  and  co-ordinate  the  state's 
industrial  and  general  economic  growtli.  Indeed,  46  of  the  49  states, 
plus  Hawaii  and  Puerto  Rico,  have  officially  established  such  agencies. 
Of  the  remaining  three,  Texas  has  taken  the  first  step  and  Maryland 
and  California  are  in  the  legislative  stage.  Within  the  past  five  years 
Arkansas,  Colorado,  Florida,  Maine,  North  Dakota,  Oklahoma,  Wash- 
ington, and  Wisconsin  have  established  new  state  economic  develop- 
ment agencies.  Currently,  several  other  states  are  in  the  process  of 
upgrading  their  mandate  and  programs,  e.g.,  Illinois,  Nevada,  Ohio, 
Virginia,  and  West  Virginia.  Industrial  development  pays — one  state 
asserts  that  each  dollar  of  state  funds  expended  on  industrial  develop- 
ment brings  an  annual  payroll  of  three  to  four  dollars  from  new 
industry. 

The  status  of  state  development  agencies  varies  widely.  Some  are 
iiulependent  agencies  with  industrial  development  as  their  sole  func- 
tion. Many  combine  planning  assistance,  partieularl}'  to  smaller  towns, 
with  industrial  development  activities  (Alabama,  Tennessee,  Montana, 
New  Jersey,  Oregon)  and  several  include  broad  resource  responsibili- 
ties (North  Carolina,  Missouri,  Kentucky)  including,  usually,  recrea- 
tion and  tourism.  In  Colorado  and  Utah  the  industrial  development 
function  is  associated  with  the  Department  of  Employment.  Develop- 
ment Commission  is  the  name  used  by  Connecticut,  Iowa,  and  Florida ; 
Kentucky,  Maine,  and  ]\Iichigan  have  Departments  of  Economic  Devel- 
opment; and  the  agency  is  called  the  Department  of  Commerce  in 
New  York,  Penn.sylvania,  Massachusetts,  and  Georgia. 

Budgetwise,  annual  expenditures  range  from  a  high  of  several  mil- 
lion dollars  (Pennsylvania,  Ncav  York,  Florida)  to  a  low  of  under 
.$50,000  (Delaware,  Montana,  North  Dakota)  with  most  agencies  being 
in  tlie  category  of  $20(),000-$r)00,000.  Per  capita  expenditures  range 
from  a  few  cents  to  more  than  a  dollar. 

Organizational  structure  and  staff  also  vary  widely.  A  few  states 
have  regional  offices  within  the  state  (New  York,  Pennsylvania).  The 
New  York  Department  of  Commerce  also  maintains  a  Washington 
office  and  several  other  states  have  AVashington  representatives  whose 
responsibilities  include  industrial  development.  Although  most  states 
send  staff  members  to  interview  industrial  jirospects  in  other  states, 
a  few  actually  maintain  industrial  agents  in  the  field. 

Regardless  of  the  size  of  budget  or  organizational  structure,  all  state 
development  agencies  have  the  same  general  objective,  namely,  to  de- 
velop job  opportunities  and   promote  the  economic  growth  of  their 
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state.  Their  success  is  governed  in  large  part  by  the  competence  and 
continuitj^  of  the  agency's  professional  staff  together  with  the  effec- 
tiveness of  the  co-operation  with  other  state  agencies,  with  local  com- 
munities, and  with  utility,  railroad,  and  other  area  development 
groups. 

One  of  the  most  important  functions  of  a  state  development  agency 
is  to  co-ordinate  the  activities  of  the  many  public  and  private  groups 
and  agencies  in  a  well-conceived  and  mutually  helpful  program  of  eco- 
nomic development.  The  nature  of  the  agency's  program  (and  conse- 
quently its  organizational  structure)  will  depend  in  large  part  upon 
the  particular  combination  of  existing  programs  and  capabilities 
already  within  the  state.  In  California  the  established  programs  of 
the  State  Chamber  of  Commerce  and  the  banks,  railroads,  utilities  and 
numerous  other  groups  need  to  be  taken  into  close  account  and  woven 
into  an  articulate  pattern  of  working  relationships. 

The  establishment  of  a  public  advisory  board  often  serves  as  a 
vehicle  for  assuring  effective  co-ordination  in  addition  to  imparting 
stature,  continuity,  and  valuable  advice  to  the  economic  development 
agency. 

FINANCING 

Before  discussing  the  elements  of  a  state  development  program  it 
is  desirable  to  comment  on  financing  for  industrial  and  other  develop- 
ment. The  scarcity  of  risk  investment  capital  for  industrial  develop- 
ment has  led  to  several  state  legislative  actions. 

One  of  these  is  an  idea  that  was  born  in  the  State  of  Maine  in 
1949  and  which  now  has  been  adopted  by  more  than  a  dozen  other 
states.  This  is  the  institution  that  is  called  a  state  credit  corporation. 
It  should  be  c^uickly  noted  that  this  new  statewide  lending  device 
is  simply  enabled  by  a  state  legislatiure,  but  it  is  not  run  by  state 
officials  nor  does  it  use  public  money.  On  the  contrary,  the  statewide 
credit  corporation  is  managed  by  private  individuals  and  employs 
private  capital  in  its  loan  operations. 

The  Maine  Credit  Corporation  was  formed  to  respond  to  a  need  for 
encouraging  j'oung  or  new  enterprises  to  get  established  or  to  expand. 
Some  small  concerns  lack  the  collateral  or  the  established  credit  history 
they  need  to  obtain  a  loan  from  a  normal  lending  institution.  Quite 
often  they  are  soundly  managed,  vigorous  organizations  with  a  good 
potential  for  growth.  All  they  need  is  a  long-term  capital  loan  to  get 
started  or  to  expand  their  operations.  Sometimes  it  is  just  a  small 
amount  that  will  fill  the  gap  between  what  they  can  raise  from  a 
bank  and  the  cost  of  a  project. 

In  New  England  the  several  state  legislatures  have  created  state  de- 
velopment credit  corporations  to  fill  this  need.  Banks,  insurance  com- 
panies, and  investment  houses  have  been  authorized  to  become  members 
of  these  corporations.  Institutional  members  make  available  approxi- 
mately 2  percent  of  their  capital  and  surplus  which  the  corporation 
can  call  in  on  a  proportional  participation  basis  when  needed  to  make  a 
loan  to  a  prospect.  Thus,  institutional  members  participate  as  a  group 
with  the  risk  being  spread  very  thinly.  No  one  member  can  be  stuck 
for  very  much  should  any  loan  go  sour. 

Individuals  also  become  members  of  the  corporation  by  buying  stock, 
which  provides  the  capital  for  the  organization.  Financial  commitments, 
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however,  are  made  by  an  executive  committee  made  up  of  the  institu- 
tional members'  representatives.  And  loans  are  not  made  unless  the 
application  has  been  refused  by  normal  lending  ajrencies. 

A  few  states  have  set  up  lending  organizations  for  industrial  develop- 
ment in  which  public  funds  are  employed.  The  best  known  is  Pennsyl- 
vania's Industrial  Development  Authority.  Created  in  May,  1956,  this 
agency  lends  up  to  30  perent  of  the  cost  of  a  project  for  industrial 
construction — land,  buildings  and  improvements.  A  local  community 
group  must  put  up  at  least  20  percent  of  the  project  cost  with  the  other 
50  percent  usually  coming  from  a  conventional  lender  such  as  a  bank 
or  insurance  company.  Although  the  program  is  limited  to  "critical 
economic  areas"  (where  unemployment  is  high  and  of  long  duration), 
the  P.  I.  D.  A.  made  68  loans  involving  about  $8  million  of  state  funds 
between  July  31,  1956,  and  October  31,  1958.  Nearly  12,000  jobs  were 
developed  through  the  total  investment  (state,  eommunit}',  and  private) 
of  $23,742,000. 

Maine  and  New  Hampshire  have  industrial  building  authorities  using 
public  credit  or  funds  in  addition  to  their  statewide  credit  corporations 
using  private  funds.  The  Maine  Industrial  Buildings  Authority  is 
unique  in  that  it  insures  (a  la  FIIA)  private  institution  loans  for  in- 
dustrial purposes  up  to  90  percent  of  project  costs.  Hence,  only  a  small 
public  fund  ($500,000)  is  re(iuired  to  cover  possible  defaults.  The 
Arkansas  Iiulustrial  Development  Commission  is  empowered  to  approve 
the  issuance,  by  local  development  corporations,  of  first  mortgage  bonds 
to  finance  the  construction  of  factory  buildings  and  may  purchase  up 
to  50  percent  of  such  issues  out  of  state  funds.  More  recently,  the 
Arkansas  Legislature  authorized  the  formation  of  the  First  Arkansas 
Development  Finance  Corporation,  a  private,  nonprofit  agency  em- 
powered to  sell  bonds,  the  first  $5  million  of  which  may  be  purchased 
by  the  state.  The  law  accords  the  corporation  broad  powers,  including 
the  acfpiisition  of  second  mortgages. 

Puerto  Rico  also  has  an  active  public  financing  plan.  The  Puerto 
Rico  Industrial  Development  Company,  created  in  1942,  issues  tax- 
exempt  revenue  bonds  to  finance  industrial  projects. 

Mississippi's  BAWl  (Balance  Agriculture  With  Industry)  program 
whereby  the  state  backs  numicipal  bonds  for  industrial  development  is 
well  known.  Louisiana  has  a  lO-j'car  tax  exemption  program.  Several 
other  states  authorize  municipal  bond  issues  for  industry  or  the  use  of 
local  funds  for  industrial  promotion.  California's  own  legislation  per- 
mits the  local  chamber  of  commerce  to  use  county  funds  for  industrial 
promotion.  Pennsylvania  also  has  an  Industrial  Development  Assistance 
Act  that  permits  their  Department  of  Commerce  to  give  matching 
funds  to  local  develoi)nient  groups  for  industrial  promotion. 

INDUSTRIAL  DEVELOPMENT   PROGRAM 

The  elements  of  an  industrial  development  program  for  California 
could  not  be  set  forth  liere  without  firsthand  study  of  the  particular 
needs  of  the  State.  In  view  of  this,  some  of  the  main  elements  of  the 
jirogi-ams  of  other  states  are  discussed.  It  should  be  borne  in  mind  that 
inaiiufacturing  is  not  the  ouly  way  to  i)romote  basic  employnient  oppor- 
tunities. Although  other  altenuitives  are  not  detailed  here,  a  state  de- 
velopment agency  should  also  consider  the  growth   potentials  of  the 
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recreation  and  tourism  field,  wholesale  distribution  facilities,  insurance 
headquarters,  federal  installations,  and  other  means  of  creating  new 
employment. 

The  program  elements  discussed  below  apply  to  the  development  and 
expansion  of  existing  industry  as  well  as  the  development  and  attrac- 
tion of  new  industry.  In  any  particular  state,  these  activities  should  be 
made  to  supplement  and  complement  existing  state  and  private  pro- 
grams, and  provide  industrial  development  leadership  to  these  various 
groups  including  local  communities. 

I.   Technical  Assistance  and  Development  Guidance 
to  Community  and  Area  Groups 

This  is  one  of  the  most  important  services  a  state  agency  can  render. 
Among  the  many  types  of  assistance  that  states  now  provide  are  the 
following : 

How  to  organize  a  community  developmet  corporation ; 

How  to  make  a  community  survey  and  determine  economic  potentials ; 

How  to  locate  industrial  prospects ; 

How  to  develop  a  planned  industrial  park ; 

Financing  techniques ; 

Assistance  on  planning  and  zoning ; 

Information  on  new  products  and  technology  (including  atomic 
energy  utilization)  and  on  new  markets  to  assist  existing  industries 
to  expand ; 

Information  on  state  and  federal  programs  helpful  to  communities 
(e.g.,  urban  renewal,  community  facilities,  water  pollution  control)  ; 

How  to  develop  tourism ; 

How  to  identify  specific  industrial  opportunities  based  on  local  re- 
sources ; 

How  to  diversify  the  economic  base. 

Suggestions  and  assistance  are  given  in  person  or  by  mail  or  tele- 
phone or  through  a  publications  program,  including  a  periodic  news- 
letter. Periodically,  industrial  development  clinics  or  meetings  on  a 
regional  or  statewide  basis  are  organized.  In  any  case,  close  working 
relationships  need  to  be  developed  between  personnel  of  the  state  de- 
velopment agency  and  community  and  area  groups. 

Last  year  the  Arkansas  Industrial  Development  Commission  launched 
an  elaborate  preparation-for-industry  program  that  involved  nearly 
every  town  in  the  state.  A.  I.  D.  C.  personnel  held  26  regional  meetings 
to  spell  out  in  detail  their  six-point  program  to  make  towns  attractive 
to  industry.  The  six  points  are  : 

1.  Make  a  complete  community  inventory  for  industry. 

2.  Determine  your  industrial  financing  capability. 

3.  Provide  complete  industrial  site  data. 

4.  Make  and  record  a  comprehensive  labor  survey. 

5.  Print  or  mimeograph  at  least  one  industrial  report. 

6.  Maintain  a  city  planning  program. 

2.  Central  Files  on  State  and  Community  Assets, 
Liabilities  and  Capabilities 

The  state  development  agency  should  have  detailed  information  on 
the  state  and  its  communities.  At  the  state  level,  this  means  information 
on  all  significant  plant  location  factors  such  as  markets,  water  re- 
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sources,  minerals,  forests,  climate,  utilities,  labor,  taxes,  laws,  and  regu- 
lations. Obviously,  the  development  agency  should  not  supersede 
existing  specialized  agencies  of  the  state;  rather,  it  should  establish 
close  working  rclationsliips  and  utilize  their  facilities  and  information 
to  the  maximum  extent  desirable.  For  example,  specific  information, 
such  as  chemical  composition  of  water,  for  industrial  prospects  not  in 
the  development  agency's  own  plant  location  files  would  come  from  the 
appropriate  state  department  or  bureau.  Upon  occasion  prospects 
would  be  referred  in  person  to  personnel  of  other  departments  for 
highly  specialized  information. 

A  vital  part  of  development  agencies'  files  deals  with  individual  com- 
munities. There  sliould  be  included  data  on  each  and  every  community 
within  the  state  so  that  industrial  prospects  can  examine  "incognito" 
data  on  those  communities  which  might  meet  their  particular  locational 
requirements.  Included  in  community  data  are  lists  of  available  build- 
ings, inventory  of  sites,  financing  capabilities,  the  names  of  key  persons 
to  contact,  as  well  at  the  usual  inventory  of  facts.  It  behooves  each 
community  to  ])rovide  data  regularl,v  to  tlie  state  develo])ment  agency. 

The  Oklahoma  l)ei)artment  of  Comerce  and  Industry  has  put  into 
operation  an  elaborate  facilities  inventory  register.  This  data  processing 
system  catalogs  the  manufacturing  capabilities  of  every  plant  in  the 
state  and  serves  as  an  invaluable  tool  to  determine  the  state's  poten- 
tialities for  contract  and  subcontract  opportunities. 

3.  Co-ordination  of  Existing  Programs 

The  state  development  agency  need  not  itself  perform  all  aspects  of 
a  state  program.  IIoAvever,  as  the  key  spokesman  for  the  entire  state,  it 
should  provide  leadership.  I^eadership  entails  close  co-operation  with 
existing  programs  both  i)ublic  and  private.  If  an  existing  group  is 
already  performing  some  of  the  statewide  industrial  development  func- 
tions, the  state  agency  should  co-operate  and  dovetail  its  own  program 
for  mutual  benefit. 

There  may  be  cases  where  utility  companies  could  carry  the  major 
responsibility  for  a  particular  connnunity  improvement  program.  Or 
perhaps,  a  state  chamber  of  commerce  has  an  elaborate  community  in- 
ventory program  that  could  be  co-ordinated  with  the  objectives  of  the 
state  development  agency. 

4.  Advertising  and  Promotion 

Oidy  tlie  ( joxenioi-  or  one  of  his  agencies  can  sjieak  ofHcially  and  im- 
partially for  the  state  as  a  whole.  Because  of  this  and  perhaps  because 
it  is  easy  and  indicates  activity,  most  states  spend  thousands  or  hun- 
dreds of  thousands  in  national  advertising.  The  Arkansas  Industrial 
Development  Commission  has  sponsored  an  intensive  advertising  cam- 
paign to  clarify  some  misconceptions  about  tlie  state  and  to  create  in 
people's  minds  a  favorable  image  of  the  state  as  a  place  to  live  and 
work.  This  agency  has  also  sponsored  an  elaborate  advertising  campaign 
within  the  state  to  educate  the  i)e<)ple  on  the  nature  of  industrial  de- 
velopment. 

Other  states  that  spend  large  sums  for  national  advertising  include 
Florida,  Kentucky.  North  Carolina,  and  Pennsylvania.  North  Carolina 
usually  features  Governor  Hodges,  "The  businessman  Governor,"  to- 
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gether  with  facts  about  a  new  General  Electric,  Westinghouse,  Du  Pont 
or  similar  plant. 

An  increasing  number  of  states  have  arranged  for  a  special  magazine- 
type  section  in  a  New  York  metropolitan  Sunday  newspaper.  Among 
them  so  far  are  Alabama,  South  Carolina,  Oregon,  and  Pennsylvania. 
These  special  sections  not  only  feature  special  articles  on  the  state's 
assets  but  also  include  ads  for  community  and  area  development 
groups,  railroads,  and  utility  companies. 

5.   Industrial  Prospects 

As  mentioned  earlier,  some  states  employ  industrial  agents  stationed 
in  key  areas  out  of  the  state  to  contact  manufacturers  and  plant  loca- 
tion personnel.  Most  states,  however,  sent  their  industrial  agents  on 
prospect-calling  trips  from  the  agency's  headquarters.  Also,  the  long 
distance  telephone  is  actively  used. 

Perhaps  the  most  important  single  action  of  a  state  development 
agenc.y  is  its  handling  of  inquiries  resulting  from  promotional  activi- 
ties. Tlie  keys  to  success  arc  promptness,  completeness,  accuracy,  and 
discretion.  Industrial  prospects  want  to  know  all  the  pertinent  facts, 
not  a  lot  of  propaganda.  They  will  respect  the  agency  for  its  courage 
in  pointing  out  the  unfavorable  aspects  as  well  as  the  good  factors.  It 
is  wise  for  a  state  agency  to  educate  local  development  personnel  in  the 
proper  handling  of  prospects.  The  data  requirements  and  objectives  of 
each  prospect  vary. 

It  is  obviously  advantageous  for  the  state  agency  to  have  ready 
access  to  data  on  individual  communities.  This  is  especially  true  of 
data  on  available  sites  and  buildings.  Often  a  staff  member  will  accom- 
pany a  prospect  on  a  tour  of  sites  and  communities  selected  with  a  view 
to  the  particular  needs  of  the  client. 

The  Connecticut  Development  Commission  sponsors  special  industrial 
tours  of  the  state  for  manufacturers'  representatives  and  industrial 
realtors  from  neighboring  metropolitan  centers.  Kentucky,  Tennessee, 
and  Missouri,  among  others,  conduct  similar  tours. 

Successful  industrial  promotion  involves  contacts  not  only  with  many 
manufacturing  companies  but  also  with  the  area  development  per- 
sonnel of  utility  companies,  banks,  and  railroads.  Working  relations 
with  consulting  firms,  industrial  realtors,  and  numerous  other  groups 
pay  off,  too.  The  landing  of  a  prospect  for  a  state  and  a  community 
is  invariably  a  team  job. 

6.  Research  and  Studies 

A  weak  spot  in  many  state  development  agency  programs  is  their 
indifference  to  research.  Two  types  of  studies  are  needed:  (1)  spot 
studies  are  necessary  to  service  inquiries  or  to  underpin  important 
decisions,  and  (2)  overall  studies  of  the  state's  economy  and  its  needs; 
of  the  industrial  possibilities  of  resources  and  areas;  and  whatever  is 
required  to  advance  economic  development  of  the  state.  Whether  the 
research  is  performed  in  the  agency  or  farmed  out,  control  and  general 
direction  should  remain  with  the  agency. 

Pennsylvania,  New  York,  North  Carolina,  Kentucky,  Virginia,  and 
several  other  state  agencies  have  their  own  research  sections.  Some 
state  agencies  contract  with  private  research  and  engineering  firms 
for  comprehensive  studies  of  the  state's  economy  or  special  aspects. 
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Others  work  closeh'  with  university  groups,  usually  the  Bureau  of 
Business  Research.  A  special  type  of  relationship  that  has  proven 
successful  is  the  Industrial  Research  Center  of  the  University  of  Arkan- 
sas which  works  for  and  with  the  Arkansas  Industrial  Development 
Commission.  A  similar  Industrial  Research  Center  has  just  been  estab- 
lished in  ^Mississippi. 

7.  Business  Climate  and  Legislative  Review 

By  adopting  Assembly  Concurrent  Resolution  No.  26,  sponsored  by 
the  State  Chamber  of  Commerce,  the  California  Legislature  was  a 
pioneer  in  recognizing  the  importance  of  business  climate  as  a  factor 
in  encouraging  economic  growth.  A  state  development  agency  should 
assume  leadersliip  in  promoting  new  legislation  for  business  and  indus- 
try and  in  its  surveillance  of  the  effects  on  business  and  industry  of 
legislation  under  consideration.  It  should  also  advise  committees  on 
ways  and  means  of  improving  local  business  climate. 

8.  Assistance  to  Existing  Industry  Through  Procurement 
Contracts  and  New  Technology  Shows 

According  to  a  recent  study  by  the  Colorado  Bureau  of  Business 
Research,  65  out  of  every  100  new  plants  locating  in  Colorado  since 
1947  were  established  by  Colorado  companies.  It  is  extremely  important 
to  provide  technical  assistance  to  develop  new  markets  and  new  products 
for  existing  industries  as  well  as  to  encourage  local  capital  to  start 
new  industries  based  on  state  resources. 

Two  methods  of  expanding  existing  industry  that  have  met  with  suc- 
cess are:  (1)  exhibits  of  business  opportunities,  and  (2)  new  products, 
new  methods  and  patents  shows.  Both  of  these  utilize  the  considerable 
know-how  and  information  available  on  the  federal  level.  The  New 
Mexico  Economic  Development  Commission  organized  the  New  Mexico 
Exhibit  of  Business  Opportunities  for  the  benefit  of  businesses  in  the 
state.  The  threefold  purpose  for  the  statewide  show  was: 

(1)  Military  and  Federal  Government  procurement  personnel  and 
exhibits  would  be  present,  to  show  what  the  government  is 
buying,  and  to  explain  how  to  do  business  with  Uncle  Sam. 

(2)  Prime  contractors  who  are  seeking  subcontractors  would  be 
present  for  individual  counseling,  along  with  exhibits  of  items 
they  wish  to  have  manufactured. 

(3)  New  Mexico  manufacturers  were  invited  to  display  items  they 
produce,  so  that  both  federal  procurement  people  and  the  prime 
contractors  could  see  what  we  make,  plus  the  potential  capa- 
bilities of  our  ])eople.  Also,  New  Mexico  businessmen  and  manu- 
facturers would  have  the  opportunity  to  see  what  is  being  done 
within  the  state. 

Exhibits  in  the  new  technology  category  have  been  held  in  Detroit 
and  Boston  under  state,  local  and  federal  sponsorship,  involving  dis- 
plays of  new  products  and  processes  developed  by  the  federal  defense 
agencies,  Atomic  Energy  Commission,  and  private  corporations.  The 
purposes  of  these  shows  were : 

To  display  technology,  which,  when  viewed  by  tliose  who  can 
put  it  to  practical  use,  will  stimulate:  (a)  the  strengthening  or 
diversifying  of  an  existing  industry;   (b)   the  establishment  of  a 


FINAL  REPORT  ON   COMMERCE  AND  ECONOMIC  DEVELOPMENT  63 

new  industry;  (c)  the  development  of  resources  in  the  ren^ion; 
(d)  the  development  and  utilization  of  the  aptitudes  of  available 
labor;  (e)  the  increase  and  stability  of  employment  and  business 
opportunities. 

9.  Small  Industries  Program  Based  on  Local  Initiafive  and  Capital 

Related  to  the  two  proi^rams  described  above  for  stimulating  economic 
expansion  from  within  the  state  is  the  North  Carolina  Small  Industries 
Plan.  Organized  in  1954,  the  Small  Industries  Section  of  the  North 
Carolina  State  Department  of  Conservation  and  Development  has  as- 
sisted in  the  establishment  of  more  than  100  small  plants,  producing 
such  varied  items  as  auto  parts,  dehyrated  alfalfa  meal,  molded  plastics, 
aluminum  extrusions  and  toys. 

The  idea  for  the  program  originated  from  the  recognition  that  large 
companies  in  the  state  were  buying  parts  and  supplies  from  outside 
firms  which  it  was  felt  could  be  produced  by  local  industries.  The  pro- 
gram is  not,  however,  limited  to  this  type  of  market  outlet,  for  many 
of  the  new  small  plants  have  been  started  on  the  basis  of  local  resources, 
as  well  as  local  management  and  capital.  (Details  of  the  program  are 
described  in  The  North  Carolina  Small  Industries  Program,  published 
by  the  Office  of  Area  Development  in  August  1957.) 

10.  Women's  Program 

The  New  York  State  Department  of  Commerce  features  a  women's 
program.  In  addition  to  getting  broader  understanding  and  support 
in  the  state's  economic  development  efforts,  this  program  has  had  a 
record  of  actual  accomplishment.  Its  main  elements  are : 

1.  Reorientation  workshops  to  help  mature  women,  returning  to  work 
after  an  absence  of  10  to  15  years,  make  a  more  profitable  transi- 
tion. 

2.  Career  clinics  featuring  vocational  guidance  for  college  women. 

3.  Product  clinics  to  help  women  with  new  product  ideas  to  develop 
and  market  their  products. 

4.  Business  counseling  for  women  in  business. 

5.  Participation  in  shopping  habit  surveys  for  the  benefit  of  local 
retailers. 

IT.  Clearinghouse  for  Federal  Programs  and  Information 

State  development  agencies  can  provide  much  helpful  information 
to  communities  if  they  keep  current  on  numerous  types  of  federal  as- 
sistance available  to  communities.  Most  of  these  are  summarized  in 
Federal  Activities  Helpful  To  Commimities,  published  by  the  Office 
of  Area  Development,  U.  S.  Department  of  Commerce. 

Many  state  planning  and  development  agencies  already  serve  as  the 
channel  for  processing  urban  planning  assistance  grants  under  Section 
701  of  the  Housing  Act  of  1954.  More  than  a  few  state  development 
agencies  are  seeking  to  obtain  the  annual  $40,000  research  grant 
awarded  to  each  state  under  Section  602  of  the  Small  Business  Invest- 
ment Act  of  1958. 

Numerous  programs  under  federal  agencies  such  as  Commerce, 
Labor,  Housing  and  Home  Finance,  Agriculture,  Health,  Education 
and  Welfare,  Defense,  General  Services  Administration,  and  Small 
Business  Administration  can  be  of  great  significance  for  the  community 
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industrial  development  program.  The  state  agency  can  be  alert  to  bring 
available  federal  help  to  bear  on  the  particular  needs  of  the  various 
communities  in  the  state. 

RELATION   OF  THE  OFFICE   OF  AREA   DEVELOPMENT,   U.   S.   DEPARTMENT 
OF  COMMERCE,  TO  STATE   ECONOMIC   DEVELOPMENT  AGENCIES 

The  Office  of  Area  Development  was  established  in  1947  at  the  request 
of  various  state  planning  and  development  agencies  to  serve  as  a  clear- 
inghouse for  federal  pi'ograms  and  infoi-mation  of  interest  to  the  state 
agencies.  In  effect,  the  Office  of  Area  Development  is  the  one-stop  serv- 
ice center  within  the  Federal  Government  for  the  benefit  of  state  de- 
velopment agencies  and  other  development  groups,  public  and  private, 
concerned  with  economic  development. 

The  general  objectives  of  the  Office  of  Area  Development  are  to  im- 
prove domestic  and  business  conditions  through  technical  assistance  de- 
signed to:  (1)  expand  and  strengthen  existing  industry,  (2)  develop 
new  industries  based  on  local  resources,  and  (3)  improve  community  as- 
sets for  economic  growth.  The  Office  has  four  divisions  to  accomplish 
these  objectives :  State  and  Community  Assistance,  Resources  Analysis, 
Products  Expansion,  and  Industrial  Location. 

Special  assistance  rendered  to  states  has  included  the  following 
activities : 

1.  Consultation  with  the  governor  and  legislators  on  measures  de- 
signed to  improve  economic  development. 

2.  Assignment  of  staff  personnel  for  on-the-spot  consultation  regard- 
ing state  industrial  development  programs,  new  technology  ex- 
hibit, critical  unemployment  situations,  or  other  problems. 

3.  Organization  of  special  meetings  to  marshal  the  resources  of 
federal  agencies  that  can  contribute  to  the  solution  of  a  par- 
ticular problem. 

4.  Arrangement  of  agenda  for  "Washington  visits  by  state  agency 
staff  members. 

5.  Ferreting  out  specialized  data  on  a  wide  variety  of  subjects,  e.g., 
industrial  water,  power  authorities,  urban  renewal,  business  cli- 
mate, foreign  trade,  industrial  parks,  speculative  buildings. 

Each  year  for  the  past  ten  years  the  Office  of  Area  Development  has 
arranged  a  conference  of  state  planning  and  development  officers  with 
Federal  officials  for  the  purpose  of  briefing  the  states  on  Federal  pro- 
grams and  activities  relevant  to  economic  development.  Among  sub- 
jects discussed  in  these  seminar-type  sessions  are  uses  of  atomic  energy, 
defense  procurement,  the  Federal  highway  program,  the  urban  renewal 
program,  the  water  pollution  control  program,  depressed  areas  legisla- 
tion, patents  and  new  technology,  The  Small  Business  Investment  Act, 
location  requirements  of  growth  industries,  forthcoming  Census  plans, 
and  others. 

All  state  planning  and  development  agencies  are  on  the  mailing  list 
to  receive  the  bimonthly  Area  T)cvelnpment  Bulletin  and  copies  of  other 
Office  of  Area  Development  publications.  In  addition,  the  Office  of  Area 
Development  sends  out  to  each  agency  a  variety  of  Federal  and  Con- 
gressional reference  materials  in  some  50  or  more  mailings  per  year. 
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The  Office  of  Area  Developineut  also  furnishes  technical  assistance 
to  regional  and  area  groups,  metropolitan  areas,  large  and  small  towns, 
and  individual  companies  and  nonprofit  organ izations.  The  office  also 
participates  with  the  Department  of  Agriculture  and  other  Federal 
agencies  in  the  Rural  Development  Program.  Upon  occasion,  assistance 
is  provided  in  the  field  to  local  areas  but,  in  so  doing,  the  Office  works 
closely  with  the  appropriate  state  economic  development  agency. 

The  above  and  other  activities  of  the  Office  of  Area  Development  are 
indicated  by  the  folowing  list  of  selected  publications: 

Central  Business  Districts  and  Their  Metropolitan  Areas 

Long-Term  Regional  Trends  in  Manufacturing  GroAvth :  1899-1955 

Statewide  Industrial  Development  Credit  Corporations  and  State 
Development  Authorities 

Area  Development  Reference  Material  for  State  Planning  and  Devel- 
opment Officers 

Industrial  Development  Suggestions  for  Gloucester,  Massachusetts 

Industrial  Possibilities  for  Whitefield,  New  Hampshire 

Area  Development  in  the  United  States — Its  Status  and  Frontiers 

Community  Industrial  Development — A  Nationwide  Survey 

Plant  Location  and  the  National  Interest 

Main  Provisions  of  the  Douglas-Cooper-Clark-Beall  Bill  (S.  No.  722) 
and  the  Administration  Bill  (H.  R.  No.  4278) 

Recommendations  and  Suggestions  for  the  Colorado  Industrial  De- 
velopment Program 

Action  Toward  Community  Improvement  Boosts  Local  Bid  for  New 
Industry 

Area  Development  Bulletin 

Checklist  for  Community'  and  Area  Development 

Checklist  for  a  Planned  Industrial  Park  (reprinted  from  the  Area 
Development  Bulletin,  6,  7,  1957) 

Checklist  of  Small  Industries  for  Small  Communities 

Communities  with  Locally  Financed  Industrial  Development  Organ- 
izations 

Developing  and  Selling  New  Products 

Federal  Activities  Helpful  to  Communities 

Functions  and  Organization  of  the  Office  of  Area  Development 

Growth  Industry  Series  No.  1  -  No.  16 

How  to  Locate  Industrial  Prospects  for  Your  Community 

How  to  Organize  an  Industrial  Development  Corporation 

Industrial  Location  Facts 

North  Carolina  Small  Industries  Program 

Organized  Industrial  Districts — A  Tool  for  Community  Develop- 
ment 

Plant  Location  Services  of  the  Office  of  Area  Development 

What  Will  New  Industry  Mean  to  My  Town 

Your  Comunity  Can  Profit  From  the  Tourist  Industry 

Documents  Previously  Submitted 

Summary  of  Activities  and  Legislation — State  Planning  and  De- 
velopment Agencies 

Results  of  Telegraphic  Survey  of  State  Agency  Budgets  and  Per- 
sonnel 
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List  of  Planning'  and  Development  Agencies 

State  Plannin<i'  and  Economic  Development  in  the  South 

Report   of   the    Commission    to    Study    Industrial   Development   in 

Virginia  to  the  Governor  and  The  General  Assembly  of  Virginia 
Steps  Which  States  Have  Adopted  to  Increase  Economic  and  Indus- 
trial Expansion    (Summary  outline  of  remarks  made  by  Victor 
Rotcrus,  Director,  Office  of  Area  Development,  at  economic  de- 
velopment meeting  held  in  Charleston,  West  Virginia,  January  8, 
1959) 
P.  I.  1).  A. — A  Look  at  Statewide  Ventures  in  Industrial  Develop- 
ment (Federal  Reserve  Bank  of  Philadelphia,  July  1958) 
Statewide   Industrial  Development   Credit   Corporations  and   State 
Development  Authorities — Area  Trend  Series — No.  3 
Recommendations  and  Suggestions  for  the  Colorado  Industrial  De- 
velopment Program 
A  Report  to  Governor  Steve  McNichols — ^Relating  to  the  Role  of  the 

State  of  Colorado  in  Industrial  Development 
A  Report  to  Governor  Steve  McNichols — Oklahoma,  Arkansas,  North 
Carolina,  Kentucky,  Arizona,  Kansas,  Nebraska,  New  Mexico,  Utah 
and  Wyoming  Industrial  Development  Programs 

1958  Program — Association  of  State  Planning  and  Development 
Agencies — Annual  Conference  with  Federal  Government  Officials 
—February  18,  19,  20,  1958 

1959  Program — Association  of  State  Planning  and  Development 
Agencies — Tenth  Annual  Conference  with  Federal  Government 
Officials— January  13,  14,  15,  1959 

1957  Summary — Conference  of  State  Planning  and  Development 
Officers  with  Federal  Officials 

1956  Conference  Summary — Officers  of  State  Planning  and  Develop- 
ment Agencies  with  Federal  Officials 

Conference  Summary — Officers  of  State  Planning  and  Development 
Agencies  with  Federal  Officials — February  15,  16  and  17,  1955 

CALIFORNIA   LEGISLATURE 
SENATE  COMMITTEE   ON   COMMERCE  AND   ECONOMIC   DEVELOPMENT 

Sfoff  Survey:   Activities  of  State  Development  Agencies 
Massachusetts 

Excerpts  from  letter  dated  February  25,  1959,  to  Frank  E.  Feliz, 
Executive  Secretary,  from  John  T.  Burke,  Commissioner,  Massa- 
chusetts Department  of  Commerce 

There  is  a  high  degree  of  co-operation  and  unanimity  among  all 
public  and  private  industrial  and  recreational  development  organiza- 
tions here  in  JNIassachusetts.  The  Massachusetts  Department  of  Com- 
merce, through  tlie  development  division  co-ordinates  statewide  activi- 
ties and  in  addition  has  been  instrumental  in  the  creation  of  many 
independent  public  industrial  organizations  to  further  development 
in  the  various  municipalities  throughout  the  state.  Rather  than  com- 
peting, the  various  organizations  complement  each  other  and  look  to 
the  Department  of  Commerce  for  guidance  and  leadership.  Our  econo- 
mists, business  analysts  and  field  representatives  working  together 
with  these  organizations  have  created  an  industrial  and  recreational 
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climate  that  attracts  industry  and  has  resulted  in  a  community  attitude 
that  enhances  development  throughout  our  state. 

It  may  well  be  said  that  if  it  were  not  for  the  efforts  of  the  Depart- 
ment of  Commerce,  a  concerted  and  co-operative  industrial  develpo- 
ment  effort  would  not  have  been  possible. 

Frankly,  in  view  of  the  rapid  growth  of  your  population  and  the 
need  for  new  industry  that  presents  itself,  your  proposal  to  establish 
a  state  economic  development  agency  is  well  timed  and,  perhaps,  vital 
to  a  future  balanced  economy. 

The  economy  of  a  state  in  this  modern  era  does  not  simpl}^  occur 
haphazardly  if  it  is  to  be  balanced.  It  must  be  guided  and  directed  if 
the  future  is  to  be  as  secure  as  we  can  possibly  make  it  for  our  people. 
Opposition  to  a  state  development  organization  may  arise  from  inde- 
pendent groups  who  fail  to  realize  the  true  value  and  exact  position 
of  the  state  agency. 

The  following  will  answer  your  questions  in  the  order  requested : 

(1)  Printers'  Ink  and  the  Curtis  Publishing  Company  publish  data 
on  state  and  private  development  organizations  throughout  the 
country. 

I  am  enclosing  a  list  of  industrial  organizations  and  industrial 
parks  in  our  state  which  are  not  a  part  of  our  program,  although 
we  do  assist  these  organizations  in  the  manner  stated  above. 

(2)  The  state  acts  as  the  co-ordinator  of  industrial  and  recreational 
development  through  its  several  divisions  designed  to  provide 
assistance  in  planning,  research  and  development.  We  have  a 
group  of  field  men  in  our  development  division  who  are  in  con- 
stant contact  with  our  businessmen  and  developers  throughout 
the  state.  Their  problems  are  resolved  and  assistance  provided 
immediately  through  the  efforts  of  our  field  men  who  channel 
the  requests  to  the  proper  division  for  immediate  action.  The 
field  men  serve  a  double  purpose :  They  assist  existing  industry 
and  aid  in  securing  new  firms.  Their  extensive  knowledge  of 
their  sections  enables  them  to  provide  "on  the  spot"  assistance 
to  the  prospective  new  business  and  through  the  efforts  of  our 
research  and  planning  divisions  they  can  present  a  complete 
and  factual  report  to  the  prospect,  in  addition  to  arranging 
serious  discussion  between  the  principals  concerned.  This  same 
effort  is  extended  to  all  industrial  organizations.  We  have  been 
so  successful  in  bringing  about  a  co-operative  spirit  that  several 
organizations  help  each  other  in  an  "area  development"  and  a 
program  is  so  planned  and  so  carefully  detailed  that  not  only 
is  duplication  avoided,  it  is  not  possible.  Moreover,  because  of 
this  co-operation  each  organization  knows  of  the  activity  of  the 
others  and  one  assists  the  other.  Thus,  the  chambers  of  com- 
merce, the  port  authority,  municipal  development  organizations 
and  private  organizations  all  work  together  and  actually  need 
each  other.  In  addition,  we  have  a  Governor's  Advisory  Com- 
mittee composed  of  leaders  in  industry,  recreation  and  develop- 
ment who  also  assist  in  formulating  plans.  A  few  months  ago, 
private  industry,  through  their  own  efforts,  conducted  an  im- 
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pressive  advertising  campaiszii  for  the  state  as  a  whole  and 
requested  co-ordination  by  the  Department  of  Commerce. 

The  most  effective  section  of  the  program  is  that  part  devoted 
to  instruction  of  industrial  organizations  co-ordinating  effort, 
advertising  and  publicitj',  and  actual  contact  work  as  explained 
above. 

We  feel  that  the  seminars  conducted  by  our  department  are 
also  important.  The  seminars  are  attended  by  civic  officials,  in- 
dustrialists, and  experts  in  planning  and  development.  Specific 
problems  are  solved  and  precise  action  suggested  with  respect  to 
planning,  zoning  and  other  factors  involved.  In  addition,  a  pro- 
gressive workable  plan  is  outlined  to  expedite  the  work. 

(3)  I  am  enclosing  several  copies  of  correspondence  received  from 
various  organizations.  Their  opinions,  entirely  unsolicited,  indi- 
cates their  evaluation  of  our  efforts.  There  are  four  large  folders 
of  recent  comments  from  private  businessmen,  chambers  of  com- 
merce, industrial  development  organizations,  private  citizens, 
various  civic  and  social  organizations  and  others  all  expressing 
their  appreciation  of  our  efforts. 

(4)  We  have  representatives  in  Wasliington  and  New  York.  Our 
Washington  representative  co-ordinates  federal  and  state  co- 
operation activities  thereby  assuring  that  all  assistance  programs 
of  the  Federal  Government  directed  toward  development  of  the 
states  are  utilized  to  our  best  advantage. 

New  York  is  a  central  location,  ideal  for  contacting  nation- 
wide firms  interested  in  expanding." 

Louisiana 

Excerpts  from  letter  dated  Fehrnary  13,  1959,  to  Frank  E.  Feliz,  Exec- 
utive Secretary,  from  Curt  Siegelin,  Executive  Director,  Department 
of  Commerce  and  Industry,  State  of  Louisiana 

Policies  are  established  through  a  15-man  board  of  directors,  ap- 
pointed by  the  governor  and  serving  concurrently  with  him  at  his 
pleasure.  The  board  acts  on  matters  pertaining  to  industry  inducement 
contracts  and  tax  exemption  contracts.  These  laws  are  outlined  on 
pages  6  and  10  of  the  booklet,  Louisiana  Invests  in  Industry. 

One  of  the  primary  functions  of  this  agency  is  that  of  a  clearing- 
house for  general  information  and  statistical  reports  regarding  the 
economic  factors  affecting  plant  location  within  our  state.  In  order  to 
do  this  properly,  it  is  necessary  that  we  maintain  comprehensive  infor- 
mation files  regarding  markets,  labor  rates  and  supply,  transportation, 
taxes,  available  industrial  buildings  and  sites,  and  the  like. 

Enclosed  are  a  few  promotional  materials  and  economic  reports 
developed  through  our  research  and  industrial  development  staff.  These 
materials  are  distributed  to  industrial  prospects,  as  well  as  the  Louis- 
iana citizens  interested  in  the  economic  development  of  our  state. 

For  a  large  segment  of  this  information,  we  rely  heavily  upon  other 
agencies  of  state  government  in  Louisiana,  as  well  as  upon  federal 
sources.  This  office  also  works  closely  with  the  major  railroads  and 
utility   companies   operating   williin   the   .state.    I   raiirht    add   that   we 
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receive  splendid  co-operation  from  these  organizations  and  am  sure  you 
would  do  well  to  enlist  the  aid  of  such  California  enterprises. 

For  information  on  a  local  level,  we  depend  upon  local  public  officials, 
civic  leaders  and  chambers  of  commerce.  We  have,  likewise,  enjoyed 
excellent  relations  with  each  of  these  groups,  especially  the  last.  Rather 
than  encountering  a  divergence  of  interest,  we  have  felt  that  our  func- 
tions more  or  less  compliment  our  respective  organizations.  In  fact,  one 
of  the  essential  programs  of  this  department  is  an  annual  industrial 
development  conference,  jointly  sponsored  by  the  Louisiana  State  Uni- 
versity College  of  Commerce,  this  agency  and  the  chamber  of  commerce 
of  the  city  in  which  the  conference  is  being  held  that  particular  year. 
The  conference  is  designed  to  help  our  smaller  communities  help  them- 
selves. Attended  annually  by  more  than  300  representatives  of  every 
section  of  the  state,  this  conference  is  well  received  and  supported  by 
the  various  chamber  groups  within  the  state.  Billy  Smith,  President  of 
the  Louisiana  Association  of  Chamber  of  Commerce  Managers,  was 
chairman  of  the  program  committee  for  the  Sixth  Conference  held  last 
week  in  Alexandria.  We  are  enclosing  details  regarding  this  forum. 

We  have  in  our  files  many  favorable  comments  regarding  the  activ- 
ities of  this  organization,  but  we  feel  that  it  is  not  our  position  to  for- 
ward such  information  at  this  time.  May  we  suggest  that  you  contact 
any  of  the  local  chambers  of  commerce  or  industrial  development  or- 
ganizations listed  on  the  enclosed  rosters  to  receive,  firsthand,  their 
frank  and  honest  opinions  on  this  matter. 

Michigan 

Excerpts  from  letter  dated  February  23,  1959,  from  O.  B.  Nicholson, 
Assistant  to  the  Director,  Michigan  Department  of  Economic  Devel- 
opment 

We  have  no  survey  of  the  extent  of  budget,  staffs  and  activities  in  all 
areas  of  economic  development  of  the  state.  We  are  the  only  public  or- 
ganization in  this  field  v/ith  the  exception  of  a  man  assigned  to  the 
mayor's  staff  in  the  City  of  Detroit  and  one  small  community  in  which 
the  industrial  development  man's  salary  is  partially  paid  from  city 
funds. 

Our  two  major  utility  companies.  Consumers  Power  and  Detroit  Edi- 
son, maintain  area  development  statrs.  Consumer  Power's  staff  consists 
of  three  men  and  two  girls  and  Detroit  Edison's  staff  consists  of  four 
men  and  two  girls.  They,  of  course,  utilize  other  members  of  their 
company's  staff  when  the  occasion  arises.  All  the  operating  railroads 
in  Michigan  have  an  industrial  commissioner  covering  the  area  of  the 
state  in  which  their  lines  operate.  Most  of  these  are  one-man  and  one- 
girl  operations  with  the  exception  of  the  Chesapeake  &  Ohio  Railroad 
which  has  a  three-man  staff. 

Several  of  the  larger  chambers  of  commerce  maintain  a  separate  di- 
vision for  industrial  development  and  with  two  exceptions,  all  cham- 
bers of  commerce  function  in  this  area.  The  two  exceptions  are  com- 
munities in  which  a  separate  industrial  development  corporation  carries 
on  all  the  work  in  the  field  of  industrial  development. 

In  addition  to  local  chambers  of  commerce,  Michigan's  Upper  Penin- 
sula is  served  by  the  Upper  Peninsula  Development  Bureau  whicli  is  a 
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privately  financed  organization  with  a  staff  divided  into  two  groups, 
tourist  and  resort  and  industrial  development. 

The  State  Department  of  Economic  Development  attempts  to  co-ordi- 
nate with  other  public  and  private  development  corporations  by  having 
the  heads  of  these  organizations  serve  on  our  Industrial  Development 
Advisory  Committee.  I'm  enclosing  a  list  of  the  membership  of  this 
committee.  In  this  area  we  consider  the  work  of  our  Area  Development 
and  Industry  Service  Division  to  be  the  most  effective  and  successful 
means  of  avoiding  overlapping  and  duplication.  We  maintain  four  dis- 
trict representatives  away  from  the  state  headquarters  in  their  respec- 
tive districts.  These  representatives  work  with  local  chambers  of  com- 
merce and  other  groups  interested  in  economic  and  industrial  develop- 
ment. Their  job  is  to  help  communities  to  help  themselves.  This  is  ac- 
complished primarily  by  helping  communities  establish  an  industrial 
development  program  that  combines  the  best  points  of  successful  pro- 
grams throughout  the  state  and  by  helping  them  avoid  the  pitfalls  en- 
countered by  other  communities  in  establishing  such  programs. 

I  think  the  highest  praise  we  have  received  came  from  a  person  who 
is  the  industrial  development  director  for  a  power  company  serving 
Michigan  and  a  neighboring  state.  At  a  recent  meeting,  in  the  presence 
of  our  Governor,  he  made  the  statement  that  this  agency  had  helped 
to  persuade  a  number  of  manufacturers  to  remain  or  expand  in  Michi- 
gan that  otherwise  might  have  gone  to  another  state.  lie  was  referring 
specifically  to  firms  located  in  Michigan  outside  the  service  area  of  his 
company  that  he  had  hoped  to  entice  into  his  company's  service  area 
in  the  competing  state. 

"We  do  maintain  files  of  letters  received  from  communities  commend- 
ing our  individual  agents  for  help  they  have  given  to  the  specific  com- 
munity involved.  We  also  have  a  number  of  letters  from  manufacturers 
who  have  located  plants  in  Michigan  in  which  the}^  thank  us  for  the 
assistance  we  gave  them  in  complementing  the  work  of  the  agent  in 
charge  of  the  particular  location.  However,  I  do  not  feel  these  are  the 
types  of  quotations  you  had  in  mind. 

We  do  not  maintain  a  full-time  representative  in  Washington,  D.  C. ; 
however,  we  have  one  man  who  makes  periodic  calls  in  Washington 
and  maintains  close  contact  with  the  various  federal  agencies  which 
have  to  do  with  defense  procurement,  area  development  and  similar 
matters.  Our  industrial  agents  make  regular  calls  on  engineering  and 
plant  location  firms  as  well  as  industrial  prospects  outside  the  state. 

We  are  enclosing  a  copy  of  our  1959-60  appropriation  request  which 
was  submitted  to  the  State  Budget  Division.  This  contains  an  organi- 
zation chart,  both  existing  and  proposed.  This  gives  a  fairly  detailed 
report  of  our  activities  for  the  past  year  and  the  overall  functions  of 
the  department.  Also  enclosed  are  copies  of  three  of  our  Industrial 
Survey  Bulletins,  a  copy  of  the  Available  Plant  Summary  which  we 
distribute  to  some  6,000  firms  on  a  semiannual  basis,  and  a  fact  booklet 
titled  "This  Is  Michigan."  Also  enclosed  are  proofs  of  16  advertise- 
ments which  have  been  or  will  be  published  in  more  than  300  Michigan 
newspapers.  The  space  for  these  ads  is  contributed  by  the  newspapers 
in  co-operation  with  this  agency. 
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Minnesota 

Excerpts  from  letter  dated  February  19,  1959,  from  James  W.  Clark, 
Commissioner  (hy  L.  W.  Marsh,  Deputy  Commissioner),  State  of 
Minnesota,  Departmefit  of  Business  Development 

In  Minnesota  the  state's  economic  development  department,  known 
as  the  Department  of  Business  Development,  preceded  industrial  devel- 
opment activities  by  most  of  the  banks,  utilities  and  transportation  com- 
panies so  that  we  did  not  experience  the  opposition  in  evidence 
presently  in  California.  Prior  to  the  establishment  of  this  department 
in  1947,  only  the  railroads  had  any  activities  that  even  remotely  re- 
sembled industrial  development — their  interest  being  primarily  in  the 
generation  of  freight  traffic. 

As  of  today  the  majority  of  the  railroads  we  have  in  Minnesota, 
several  of  the  Twin  City  banks  and  the  large  power  utilities  in  addition 
to  many  chambers  of  commerce  have  industrial  development  activities. 

This  office  is  not  able  to  furnish  any  budget  figures  for  these  private 
activities  although  we  estimate  that  the  sum  total  expended  per  year 
for  all  of  them  would  run  well  over  $150,000. 

The  activities  of  these  private  development  groups  are  centered  pri- 
marily in  securing  new  or  expanding  industrial  enterprises  within  their 
service  areas.  One  of  the  railroads  and  a  large  utility  also  perform 
economic  surveys  for  Minnesota  communities  and  make  the  results 
available  to  the  communities  and  this  office. 

This  department  enjoys  a  high  degree  of  co-operation  from  these 
private  development  groups  including  their  participation  in  state-spon- 
sored promotional  events  both  in  space  advertising  and  in  personal 
visitation  to  out-of-state  industrial  prospects.  Economic  data  is  also 
freely  exchanged  with  these  groups. 

We  consider  our  services  to  Minnesota  communities  as  our  most  im- 
portant contribution  in  aiding  them  to  evaluate  their  assets  and  develop 
a  program  to  promote  industrial  and  business  development  within 
their  area.  This  service  includes  assistance  in  surveys,  speeches  and 
search  for  industrial  prospects. 

As  evidence  of  the  support  our  department  received,  we  can  cite  that 
at  a  recent  legislative  budget  hearing  a  newspaperman  (who  is  also 
chairman  of  our  advisory  commission),  several  retail  trade  secretaries, 
a  representative  of  the  vacation  travel  industry  and  community  repre- 
sentatives all  supported  our  request  for  funds.  We  have  not  experienced 
from  any  group  a  negative  attitude  toward  the  modest  enlargement  of 
our  services  we  have  requested. 

The  only  representative  that  this  department  has  in  Washington, 
D.  C.  is  through  the  executive  secretary  of  the  Association  of  State 
Planning  and  Development  Agencies  whose  office  keeps  all  members 
advised  of  developments  of  interest  in  the  Nation 's  capitol.  This  service 
we  find  quite  satisfactory. 

This  department  has  one  specialist  in  the  field  of  industrial  develop- 
ment who  makes  periodic  out-of-state  trips  calling  on  respondents  to 
our  ad  program  or  other  industries  that  show  a  potential  for  the  loca- 
tion of  their  operations  in  Minnesota. 
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Ohio 

Excerpts  from  letter  dated  Fehriiary  19,  1959,  from  Prentiss  Mooney, 
Chief  of  Division  of  Economic  Development  and  Publicity,  Depart- 
ment of  Commerce,  State  of  Ohio 

We  have  been  very  busy  here  working  on  the  Governor's  plan  to 
expand  the  activities  of  this  organization  into  a  full  scale  department 
with  cabinet  status. 

The  activities  of  this  state  agency  have  been  and  will  continue  to 
be  a  co-operative  project  shared  by  chambers  of  commerce  at  tlie  state 
and  local  level,  by  industrial  development  corporations,  by  planning 
groups,  and  by  individuals.  At  the  meeting  held  here  yesterday  state- 
ments were  made  by  the  President  of  the  Ohio  Chamber  of  Commerce, 
by  the  President  of  the  State  AFL-CIO  Council,  by  the  President  of 
the  Ohio  Chamber  of  Commerce  Executives,  by  representatives  of  the 
utilities,  automobile  clubs  and  the  Ohio  Bankers  Association  (and 
many  others),  that  all  would  co-operate  in  working  with  the  new  state 
department  in  an  expanded  program  of  industrial  and  economic 
development. 

I  believe  this  indicates  the  attitude  of  Ohio  citizens  who  have  seen 
a  program  where  the  state  government,  while  working  in  the  field  of 
industrial  development,  operated  at  a  handicap  due  to  scarcity  of 
personnel  and  funds.  If  there  was  evidence  of  rivalry  or  doubt  that 
the  state  agency  could  spearhead  the  job,  no  evidence  was  forthcoming 
in  the  statements  made  at  yesterday's  all-day  conference. 

We  do  not  have  representation  in  Washington,  D.  C,  but  have  one 
man  who  works  outside  this  office  principally  but  most  of  the  time 
within  the  boundaries  of  Ohio. 

Under  separate  cover  wc  are  sending  some  literature  which  will  give 
you  an  idea  of  our  interest  in  economic  development  and  travel  pro- 
motion. Unfortunately  this  organization  with  the  staff  of  seven  has 
not  been  able  to  devote  the  time  to  research  that  we  consider  necessary. 
It  is  our  earnest  hope  that  this  condition  will  be  alleviated  at  an  early 
date. 

Washington  (Supplement  to  letter  February  17,  1959) 

Excerpts  from  letter  dated  Fehruary  20,  1959,  from  Stanley  K.  Crook, 
Director,  Research  Division,  Washinfjton  State  Department  of  Com- 
merce and  Economic  Development 

You  will  find  in  the  biennial  report  a  good  description  of  the  activities 
of  the  department,  also  of  the  1957-1959  budget.  The  budget  request 
which  is  before  the  Legislature  and  which  is  being  pushed  by  the  Gov- 
ernor for  the  1959-1961  biennium  amounts  to  $1,800,000.  A  large  block 
of  the  funds  is  for  tourist  promotion  activities.  Another  $300,000- 
$350,000  is  allocated  to  industrial  development  and  promotion  and 
approximately  $250,000  is  for  research  activity. 

All  of  the  large  cities  and  most  of  the  medium-sized  ones  have 
industrial  councils  as  part  of  the  local  chamber  of  commerce  activity. 
The  Seattle  Area  Industrial  Council  is  probably  the  largest  in  the 
Northwest.  Their  council  works  through  a  professional  staff  of  seven 
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members  who  are  actively  engaged  in  the  industrial  development  prob- 
lems of  the  Seattle  area.  The  administrative  budget  for  the  group  is 
approximately  $50,000  a  year.  In  addition  to  the  industrial  councils 
which  operate  in  the  cities,  the  state  possesses  a  number  of  multi- 
county  industrial  councils  and  also  port  authorities  and  districts  along 
the  Columbia  River  and  its  tributaries.  All  of  these  agencies  retain 
paid  staffs. 

The  department  has  worked  with  all  of  these  groups  in  a  co-ordi- 
nated and  co-operative  effort  for  economic  and  industrial  development 
in  the  state.  The  state  department  holds  annual  and  semiannual  meet- 
ings and  informal  meetings  witli  these  groups  where  matters  of  com- 
mon interest  are  discussed  and  items  of  mutual  interest  passed  along. 

Furthermore,  in  co-operation  with  these  groups  the  department  holds 
industrial  development  clinics  throughout  the  state  (programs  of  sev- 
eral of  these  are  enclosed).  To  these  clinics  are  invited  experts  in 
special  fields  for  the  purpose  of  discussing  regional  development  prob- 
lems. The  department  is  able  to  supply  the  local  groups  with  infor- 
mation not  otherwise  obtainable  and  to  bring  in  experts  in  special 
fields  of  work  who  can  contribute  to  the  solving  of  local  development 
problems. 

In  these  activities,  the  department  has  the  complete  support  of  the 
local  and  regional  industrial  development  councils  and  the  chambers 
of  commerce.  The  local  chambers,  large  and  small,  all  regard  the  work 
of  the  State  Department  of  Commerce  and  Economic  Development  as 
supplementary  and  complementary  to  their  own.  The  state  agency 
has  resources  and  powers  for  assisting  in  developmental  work  which 
far  exceed  that  of  the  chambers.  The  state  department  for  one  thing 
is  a  neutral  in  those  cases  where  competing  chambers  may  be  at  logger- 
heads over  an  issue  or  an  industry.  The  state  department  alone  can 
provide  objective  sources  of  business  information  to  serve  as  a  standard 
throughout  the  State. 

The  state  department  can  promote  small  business  clinics  where  small 
businessmen  can  acquire  information  on  new  management  techniques 
on  a  systematic  basis  where  local  chambers  of  commerce  do  not.  This 
clinic  has  proved  very  successful  in  the  State  of  New  York  and  is 
being  introduced  in  the  State  of  Washington. 

It  should  be  kept  in  mind  that  California  is  one  of  the  last  two 
states  in  the  United  States  to  be  without  a  department  of  commerce 
or  economic  development  agency.  Competition  between  the  states  for 
new  industry  is  being  sharpened  by  the  activities  of  the  state  agencies. 
California  should  avail  itself  of  the  opportunity  to  compete  as  inten- 
sively as  the  other  industrial  states,  and  this  does  not  mean  in  any 
way  a  displacement  of  the  work  of  private  developmental  agencies. 
Every  other  segment  of  the  state's  economy  is  represented  by  a  state 
agency,  whether  we  speak  of  agriculture,  natural  resources  or  labor. 
But  the  major  industrial  area  in  the  state  is  not  represented — that  is 
the  area  of  commerce  and  economic  development." 
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State  of  Louisiana 
Department  of  Commerce  and  Industry 
Baton  Rouge  4,  October  16, 1957 

Senate  Factfinding  Committee  on  Commerce 
and  Economic  Development 
California  Legislature 

Your  letter  addressed  to  ]\[r.  Fiegelin,  Director  of  the  Louisiana  De- 
partment of  Commerce  and  Industry,  has  been  forwarded  to  this  divi- 
sion for  reply.  I  am  sending  you  several  materials  which  we  use  in  pro- 
motional activities  of  this  department. 

As  far  as  I  am  concerned,  I  feel  that  every  state  should  have  an 
economic  development  agency,  if  only  for  the  following  purposes : 

1.  To  centralize  activities  into  one  factfinding  agency  geared  up  to 
development  problems. 

2.  To  act  as  liaison  between  communities  and  other  agencies  with 
which  the  prospective  industrialist  must  eventually  deal. 

3.  To  act  as  a  service  organization  to  provide  the  answers  that  in- 
dustrialists want  to  know  about  the  state. 

4.  If  it  develops  programs  seeking  out  facts  concerning  a  state  in- 
stead of  braggadocio  material,  it  will  gain  the  respect  of  persons 
seeking  its  services. 

5.  Competition  in  the  field  almost  demands  the  work  of  some  central 
state  agency. 

In  my  oAvn  experience,  I  can  cite  you  an  example  without  mentioning 
names  of  a  California  firm  which  set  up  a  branch  plant  in  our  area. 
As  a  result  of  communication  with  us,  we  were  able  to  set  up  a  meeting 
with  this  company  in  which  we  had  present  leaders  from  several  state 
agencies  and  from  community  groups  who  could  answer  the  questions 
that  the  prospect  had  in  mind.  We  brought  together  people  from  the 
Department  of  Revenue,  Office  of  Secretary  of  State,  Stream  Control 
Commission,  Department  of  Labor,  Employment  Security  offices.  Train- 
ing Division  of  the  Department  of  Education,  Tax  Commission,  and 
leaders  from  communities  in  which  the  company  was  interested.  In  this 
hour  and  a  half  roundtable  discussion,  the  company  was  able  to  shoot 
all  kinds  of  questions  in  which  we  had  someone  with  sufficient  experi- 
ence and  authority  to  give  them  a  proper  answer.  The  president  of  this 
company  made  this  statement  to  us:  "We  have  accomplished  at  this 
meeting  in  less  than  two  hours  what  would  have  taken  us  two  or  three 
months  to  do  in  California  by  contacting  the  various  agencies  and 
groups  separately."  This  is  just  one  citation  to  indicate  to  you  the 
importance  of  such  an  agency  providing  service  needs. 

I  am  somewhat  familiar  with  the  California  scene  and  have  gotten 
the  impression  that  a  chamber  of  commerce  group  in  the  northern  part 
of  your  State  has  interests  varied  and  dilTerent  from  ehanibers  of  com- 
merce in  the  southern  part  of  the  State.  Perhaps  if  you  had  a  state 
agency,  this  confiii-t  could  be  resolved. 

Congratulations  on  the  fine  industrial  growth  California  and  the 
remainder  of  the  western  part  of  the  United  States  are  having.  Al- 
though our  growth  is  not  as  immense  as  yours,  we  are  happy  to  see  you 
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having  the  economic  expansion  that  is  taking  place  in  your  area  In 
fact  we  have  a  little  selfish  motive,  because  we  believe  that  as  California 
develops  companies  of  sufficient  stature  to  command  national  and  inter- 
national recognition  that  we  in  our  area  can  hope  for  branch  plants  of 
such  companies  whose  activities  have  extended  toward  the  East  and 
therefoi-e  demand  branch  plants  to  assist  them  in  developinc^  the  stow 
mg  market  111  our  area.  We  are  a  firm  believer  that  what  helps  you  will 
eventually  help  us.  ^    "^ 

Let  us  know  if  we  can  be  of  any  further  service. 
Very  truly  yours, 

(Signed)  Joseph  S.  IIoran,  Director 

Research  and  Industrial  Development 


SUMMARY  OF  HEARING 

Redding,  California — October  3,  1958 

RESOLVING  A  REGIONAL  DEVELOPMENT   PROBLEM:   PULP 
INDUSTRY  POTENTIAL  IN  NORTHERN  CALIFORNIA 

111  order  to  bring  the  economic  circumstances  of  Northern  California 
to  the  attention  of  the  public  and  more  particularly  our  legislature,  the 
Shasta  County  Economic  Commission  extended  an  invitation  to  the 
California  State  Senate  Factfinding  Committee  on  Commerce  and  Eco- 
nomic Development  to  hold  hearings  in  Redding,  county  seat  of  Shasta 
County  and  key  cit}^  for  the  area.  Through  the  co-operation  of  Senator 
Brown  (chairman)  and  conferences  with  Mr.  Frank  Feliz,  Executive 
Secretary  a  date  was  set  for  October  3,  1958  at  the  Bridge  Bay  Resort ; 
hearings  to  begin  at  9  a.m.  and  last  until  all  testimony  was  given. 

The  hearings  demonstrated  the  following  circumstances : 

1.  That;  Northern  California  depends  chiefly  upon  the  lumber  in- 
dustry for  economic  stability. 

2.  That ;  there  is  not  sufficient  manufacturer-added  value  in  lum- 
ber production  to  maintain  balanced  economy  and  sustained  em- 
ploymeiit  in  the  presence  of  a  growing  population. 

3.  That;  manufacturing  facilities  have  been  unable  to  expand  to  a 
point  of  full  utilization  of  available  material  due  to  (a)  lack  of 
industrial  fuel  (gas)  and  (b)  inability  to  obtain  use  of  waterways 
for  the  purposes  of  appropriate  pulp  and  paper  production. 

4.  That ;  the  rich  inventory  of  minerals  in  Northern  California  can- 
not be  profitably  extracted  and  processed  without  enabling  laws 
and  industrial  fuel. 

5.  That;  our  great  recreational  capacity  is  inhibited  by  the  lack  of 
adequate  facilities  such  as  boat  harbors  and  launching  areas; 
equipped  camping  areas;  zoned  and  developed  resort  areas;  sta- 
bilized and  defined  land  use  policies. 

These  and  related  circumstances  present  the  problems  that  are  sub- 
ject to  adjustment  at  administrative  and  legislative  levels  and,  with 
joint  co-operation  of  industry,  government,  and  recreational  agencies 
involved,  could  result  in  realization  of  a  pulp  industry  of  great  poten- 
tial value  to  California.  The  committee's  role  was  to  resolve  initial  dif- 
ferences and  to  set  the  project  underway  with  equitable  consideration 
of  all  interests  involved.  This  function  could  likewise  be  served  in  simi- 
lar situations  by  a  state  development  agency.  Here  follows  a  summary 
of  the  hearings : 

SUMMARY 

AVitli  reference  to  Items  1,  2  and  3  in  the  preface,  testimony  demon- 
strates that  tlie  economy  of  the  region  has  been  greatly  expanded 
within  the  past  10  years  by  the  increased  capacity  of  lumber  cutting 
edges  within  Shasta  County.  A  further  expansion  of  such  capacity  is 

(76) 
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not  feasible  in  the  presence  of  current  forest  management  policies  com- 
patible wtih  sustained  yield  potential  of  timber  growth.  The  need  is  for 
a  fuller  utilization  of  our  timber.  Without  it  we  have  reached  a  produc- 
tive plateau  that  is  a  diminishing  economic  factor  in  the  presence  of  a 
growing  population. 

In  his  testimony  A.  B.  Hood,  Vice  President  and  General  Manager, 
Ralph  L.  Smith  Lumber  Company,  President  of  the  Western  Pine 
Association  and  Chairman  of  the  Technical  Advisory  Council  of  the 
Forest  Products  Laboratory  of  the  University  of  California  at  Berkeley 
states : 

"Under  the  doctrine  of  multiple  use,  our  lands  are  being  managed 
so  as  to  provide  the  maximum  watershed  protection,  game  and  fish 
habitat,  recreation,  grazing,  growing  timber  and  harvesting  it,  and  the 
newcoming-  use  of  better  utilization  of  the  woods  residue.  These  uses  are 
compatible  as  they  are  of  benefit  to  all,  and  all  of  us  realize  that  the 
greatest  good  comes  from  a  policy  of  "live  and  let  live."  This  multiple 
use  must  also  extend  to  our  natural  resource,  flowing  water,  as  it  is 
just  as  wrong  to  let  water  pass  by  unused  as  it  is  to  burn  good  fibre  if 
the  use  is  not  detrimental  to  others.  Scientific  research  is  the  answer 
and  qualified  people  say  that  science  has  whipped  the  effluent  problem 
from  a  properly  designed  pulp  plant,  and  that  it  is  the  political  prob- 
lems that  need  to  be  brought  into  modern  thinking. 

"Our  objective  today  is  to  explore  the  problem  with  mutual  open- 
mindedness,  and  see  how  we  can  make  the  pulp  industry  an  added 
source  of  employment,  as  well  as  a  better  use  for  now  unused  fiber 
reserves.  As  a  matter  of  fact,  scientists  tell  us  that  the  effluent  is  not 
poisonous,  but  does  contain  concentrated  minerals  which,  when  properly 
diluted,  have  no  harmful  effect. 

"Pulp  plants  will  not  be  established  on  the  Upper  Sacramento  River 
until  these  problems  are  solved,  and  they  are  close  to  a  solution,  and 
the  problem  is  not  nearly  as  magnified  as  we  might  think.  A  careful 
reading  of  the  State 's  latest  publication  by  the  Water  Pollution  Control 
Board  shows  that  progress  is  being  made.  We  don't  need  to  talk  about 
poisonous  liquids  going  into  the  rivers  so  that  other  uses  will  be  pro- 
hibited. 

"Our  attitude  should  be — 'Let's  stop  the  waste,  let's  stabilize  our 
economy,  let  us  depend  upon  the  scientists  to  show  the  way.'  If  we 
will  take  this  attitude,  industry  will  be  knocking  at  our  door,  and  we 
will  be  adding  stability  to  our  forest  economy.  Pulping  plants  are  not 
a  water  consumer  so  there  should  be  no  water  problem.  There  is  land 
available  for  modern  ponding  and  aerating  methods  which  are  most 
necessary.  We  haA^e  good  communities  in  which  to  live,  and  a  fine 
group  of  people  wanting  steady  employment.  We  have  everything  in 
this  area,  and  we  can  accomplish  our  goal  when  we  all  adopt  the  doc- 
trine of  multiple  use  of  our  natural  resources  when  they  do  not  conflict 
with  the  rights  of  others." 

On  the  same  subject  Mr.  Clair  A.  Hill,  Consulting  Engineer  retained 
by  the  Ralph  Smith  Lumber  Company  and  speaking  in  behalf  of  the 
lumber  industry  and  the  economy  of  the  area  stated : 

"Those  of  you  who  are  familiar  with  lumber  operations  know  that 
the  lumber  industry  has  worked  diligently  for  many  years  to  obtain 
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greater  utilization.  In  this  area  the  next  step  in  greater  utilization  of 
our  forest  resource  is  the  manufacture  of  pulp  and  paper  products. 

"Before  going  into  some  detail  concerning  the  water  requirements 
for  a  pulp  plant,  I  would  like  to  make  a  few  general  statements  con- 
cerning the  use  and  reuse  of  tlie  waters  of  the  Sacramento  River  or 
most  anj'  other  stream,  for  that  matter. 

"In  the  use  of  water,  much  larger  quantities  are  required  for  me- 
chanical use  such  as  transportation  than  is  actually  consumed.  For 
instance,  the  City  of  Redding  pumps  from  the  river  about  5.25  second 
feet,  or  about  3,700  acre  feet  per  year.  They  return  to  the  river  in 
excess  of  90  percent  of  this  water.  So  the  net  use  is  less  than  370  cfs. 
In  the  meantime,  it  has  been  used  for  many  purposes  and  ultimately 
returned  to  the  river  as  treated  sewage,  therefore,  using  the  river  for 
both  a  source,  and  for  waste  discharge  after  treatment.  I  should  com- 
ment, at  this  point,  that  the  average  summer  flows  in  the  Sacramento 
are  from  7,000  to  12,000  cubic  feet  per  second  and  will  be  increased 
by  the  Trinity  Project  in  the  next  few  years.  Thus,  you  can  see  that 
the  final  treatment  of  the  sewage  is  dilution. 

"Agricultural  water  is  also  diverted  from  the  river.  In  general  less 
than  one-third  of  the  applied  water  is  consumptively  used.  Most  of 
the  balance  returns  to  the  river  as  waste  or  drainage  Mater  and  can  be 
reused  farther  down  the  river.  On  its  trip  through  the  fields,  this 
water  has  also  picked  up  some  impurities  which  are  returned  to  the 
river. 

"I  point  this  out  to  illustrate  that  the  Sacramento  River,  along  its 
entire  length,  is  used  as  a  source  of  water  for  various  purposes  and  as 
a  receiver  for  waste  water,  which  water,  after  dilution  can  be  reused 
many  times. 

"The  Sacramento  is  also  a  recreational  stream  that  is  receiving 
greater  use  every  year  by  both  local  people  and  by  vacationists  from 
other  areas. 

"Because  the  river  is  used  for  so  many  purposes:  domestic  and  in- 
dustrial source,  recreation,  a  transport  canal  for  both  stored  and  im- 
ported water,  irrigation,  and  a  receiver  of  domestic,  industrial  and 
irrigation  waste  water,  its  quality  must  be  closely  guarded. 

"For  this  reason  there  has  been  a  great  deal  of  study,  and  I  might 
say,  a  certain  amount  of  hysteria  over  the  uses  of  the  river. 

"To  guard  the  quality  of  the  water  in  our  streams,  the  Legislature, 
some  years  ago,  set  up  the  State  Water  Pollution  Control  Board  with 
nine  regional  boards.  The  Sacramento  is  in  Region  5.  This  Central 
Valley  Regional  Water  Pollution  Control  Board  and  its  Executive 
Officer,  Colonel  Joseph  Gorliuski,  have  in  my  opinion,  done  an  excellent 
job.  But  the  job  is  far  from,  and  never  will  be  finished. 

"I  would  like  to  specifically  refer  you  to  Publication  No.  17,  of  the 
State  Water  Pollution  Control  Board  on  'Waste  Treatment  and 
Disposal  Aspects  to  Development  of  California's  Pulp  and  Paper 
Resources.'  This  was  a  co-operative  study  to  which  many  agencies 
contributed. 

"The  chapters  on  'Pollution  Control  in  Relation  to  Beneficial  Uses 
of  Receiving  Waters'  and  'Assimilative  Capacity  of  Receiving  Water  in 
Relation  to  the  Pulp  and  Paper  Industry'  are  particularly  worthy  of 
reading  when  considering  this  subject. 
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''To  get  more  specifically  to  the  problem,  I  would  like  to  refer  to 
Publication  17  referred  to  above.  In  Chapter  V,  it  is  stated,  that  there 
are  sufficient  timber  resources  for  good  development  of  a  capacity  of 
1,600  tons  of  pulp.  Assuming  400  tons  per  day  as  an  average  plant, 
this  is  a  possible  maximum  of  four  plants. 

"Assuming  a  400-ton  plant  as  typical,  this  plant  would  require  in 
the  neighborhood  of  nine  mgd.  or  an  average  discharge  of  about  14  cfs. 
This  Avater  could  come  from  the  river  or  from  the  underground  basin, 
and  in  either  case  would  be  discharged  into  the  river  with  its  flow  of 
3,000  to  80,000  cubic  feet  per  second. 

''The  treatment  of  this  waste  before  discharge  has  received  a  great 
deal  of  study  and  research.  The  volume  of  discharge  has  also  been 
reduced  over  recent  years  by  process  improvements.  To  quote  from 
the  above-mentioned  publication,  'The  success  of  a  scheme  for  disposal 
of  pulp  mill  Avaste  to  a  receiving  stream  is  dependent  to  a  considerable 
degree  upon  the  availability  of  adequate  diluting  water  during  the 
period  of  lowest  stream  flow.  Those  waste  components  which  can't  be 
destroyed  by  chemical  or  biological  treatment  may  often  be  reduced 
in  concentration  to  less  than  a  maximum  permissible  limits  by  the 
simple  mechanism  of  dilution.  In  particular,  disposal  of  the  mineral 
constituents  of  pulp  mill  waste  such  as  sodium  calcium,  and  magnesium 
as  well  as  certain  stable  organic  compounds  is  usually  dependent 
entirely  on  dilution.  Studies  by  the  National  Council  for  Stream 
Improvement  have  indicated  that  well-operated  modern  Kraft  mills 
should  be  capable  of  producing  effluent  which,  after  dilution  with 
stream  water  in  the  ratio  of  20  to  1,  will  not  adversely  affect  the 
stream's  normal  aquatic  population.' 

"There  are  also,  of  course,  other  factors  to  consider  in  the  use  of 
our  streams  for  waste  discharge.  One  consideration  of  considerable  im- 
portance is  what  we  might  call  aesthetic  consideration.  This  is  difficult 
to  evaluate  because  it  is  concerned  primarily  with  the  human  senses 
and  the  offenses  rendered  by  alteration  of  the  appearance,  taste,  and 
odor  of  waters  and,  in  addition,  involves  the  mental  attitude  of 
the  persons  concerned.  All  waste  discharges  present  some  aesthetic 
problems. 

"This  area  is  in  real  need  of  the  development  of  new  industry  for 
the  use  of  its  wood  resources.  The  pulp  and  paper  industry  is  the  most 
logical  one  for  the  area.  This  industry  would  use  large  quantities  of 
materials  that  are  now  being  wasted  and  require  comparatively  large 
amounts  of  water  for,  in  general,  nonconsumptive  use. 

' '  The  problem  of  the  wood  pulp  industry  and  the  people  of  Northern 
California  is  therefore,  by  continued  planning  and  research,  to  develop 
a  treatment  process  which  can  treat  the  effluent  from  wood  pulp  plants 
so  that  it  can  be  disposed  of  into  the  Sacramento  River  and  not  be 
damaging  to  the  stream  or  its  use  for  other  purposes. 

"I  want  to  again  emphasize  that  a  great  deal  of  work  has  already 
been  done  in  this  field.  Plants,  for  instance,  are  being  designed  to 
separate  their  wastes,  some  by  which  are  very  dilute  and  can  be  dis- 
charged directly.  Other  wastes  are  more  concentrated  and  must  receive 
more  thorough  treatment.  It  is  possible  that  some  of  these  wastes  may 
be  disposed  of  on  land  by  evaporation.  In  this  regard,  it  might  be 
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interesting  to  note  that  it  is  possible  in  this  area  to  evaporate  as  much 
as  80  inches  of  water  annually. 

"In  summarizing,  I  would  like  to  state  that  this  paper  has  been  pre- 
pared with  the  assistance  of  Mr.  Fred  Merrifield,  professor  of  sanitary- 
engineering  at  Oregon  State  College,  also  a  prominent  consulting  engi- 
neer in  the  Northwest,  and  Mr.  Koger  Tollefson,  a  fish  biologist  of 
Toledo,  Oregon,  who  has  done  a  great  deal  of  work  in  this  field. 

' '  The  pulp  and  paper  industry  is  well  aware  of  the  problems  involved 
in  the  disposition  of  iudustrial  wastes,  but  is  firmly  of  the  opinion  that 
by  the  full  co-operation  of  all  coucerued  the  problems  can  be  resolved. 
We,  of  course,  must  all  keep  in  mind  that  the  pulp  and  paper  industry, 
like  all  other  industries,  is  very  competitive.  Pulp  mills  in  Canada  dis- 
charge their  untreated  wastes  directly  into  their  streams.  There  are 
certain  other  places  in  the  United  States  where  the  same  is  done.  No 
one  here  is  advocating  that  we  should  do  the  same  thing.  But  we  must 
bear  in  mind  that  Avaste  treatment  is  expensive.  We  must  maintain  our 
competitive  position  and  still  maintain  our  streams  in  an  acceptable 
condition. 

"In  closing,  I  would  like  to  state  that  after  a  good  deal  of  study  and 
research  into  the  problems  of  the  wood  products  industry,  I  am  con- 
vinced that  we  can  make  full  use  of  the  Sacramento  River  and  the 
source  of  water  supph'-  for  all  purposes:  fishing,  rcreation,  as  well  as 
for  the  disposal  of  properly  treated  industrial  wastes." 

Senator  Arnold  asked  Mr.  Hill  the  following  question:  <'  *  *  * 
Have  you  any  suggestions  as  to  what  approach  might  be  made  to  over- 
come these  technical  objections  that  arise  and  which  j^ou  have  men- 
tioned in  your  presentation  which  could  be  eliminated  ? ' ' 

Mr.  Hill  answered:  "I  frankly  feel  that  this  has  been  a  good  start 
along  that  line.  So  many  agencies  have  been  involved  in  this  that  are 
going  to  be  involved  in  the  problem.  There  is  one  thing  that  may  have 
been  a  little  misleading  in  my  paper  here.  When  you  actually  get  to 
the  point  of  designing  a  plant  and  you  know  what  products  you  are 
going  to  be  manufacturing  and  what  your  waste  is,  then  you  are  in  a 
position  to  work  with  the  proper  officials  responsible  and  determine 
just  how  you  are  going  to  meet  their  waste  requirements. 

"I  do  feel  that  these  three  western  states  of  ours  could  do  a  good  job 
jointly  in  the  continuation  of  research,  even  to  the  extent  of  pilot 
plants,  because  the  industry  isn't  making  the  statement  tliat  all  the 
problems  are  solved  in  waste  treatment  and  the  problems  require  con- 
tinuing research  and  stud3^ 

"In  answer  to  your  specific  question,  it  is  my  feeling  that  these  pro- 
grams that  are  being  carried  by  the  Department  of  Water  Resources, 
the  Pollution  Control  Board  and  the  Fish  and  Game  Department 
should  be  continued  and  in  co-operation  with  these  other  states  where 
the  industry  has  done  mncli  more  work  than  we  have.  Our  State  has 
done  a  lot  of  work.  I  think  a  possibility  of  a  three-state  committee  to 
assist  on  that  would  be  well  worthwhile. 

"There  is  a  lot  of  information  available  but  it  is  in  difTerent  sources, 
and  I  think  going  on  from  here  and  getting  that  information  together 
and  in  shape  where  it  can  be  publicly  distributed  will  allay  the  fears  of 
our  people.  We  will  probably  hear  from  the  Fish  and  Game  Commis- 
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sion  today.  Fishing  and  hunting  are  my  main  interest  outside  of  work- 
ing and  I  do  not  want  to  see  it  damaged.  But  I  think  most  of  our  state- 
ments are  not  unreasonable  and  the  best  way  to  get  a  reasonable  ap- 
proach is  by  a  technical  campaign  based  upon  continued  study." 

Further  emphasis  is  given  Item  3  of  the  preface  by  the  statement  of 
Mr.  K.  L.  Morrow,  general  manager  of  the  U.  S.  Plywood  Corporation, 
California  Division,  who  submits  the  following  paper : 

"Subject:     Pulp  and  Paper  Plant  on  Upper  Sacramento  River. 

"United  States  Plywood  Corporation  instituted  an  intensive  survey 
in  January  of  1956  to  determine  the  practicabilit.y  of  building  a  pulp 
and  paper  mill  on  the  upper  Sacramento  River.  The  program  included 
the  securing  of  an  option  on  a  198-acre  mill  site  with  riparian  rights 
on  the  Sacramento  River  and  ready  access  to  both  Highway  99  and  the 
Southern  Pacific  Railroad;  the  filing  of  an  application  to  use  the  Sac- 
ramento River  as  a  means  of  disposing  of  the  mill  effluent;  and  the  en- 
gaging of  a  consulting  firm  to  make  a  general  survey  of  the  pulp  and 
paper  possibilities  of  our  Anderson  site. 

' '  The  survey  established  the  feasibility  of  locating  a  pulp  and  paper 
mill  on  the  proposed  mill  site.  It  is  apparent  there  is  sufficient  chippable 
mill  residue  developing  at  existing  mills  in  the  surrounding  area  to 
support  an  economic  unit.  It  was  felt  that  by  incorporating  the  latest 
design  features  for  handling  effluent  that  the  tentative  requirements  of 
the  Central  Valley  AVater  Pollution  Control  Board  could  be  met.  How- 
ever, because  there  is  a  lack  of  sufficient  scientific  data  as  to  the  effect 
on  marine  life  of  different  concentrations  of  various  ingredients  in  the 
effluent,  and  because  this  portion  of  the  river  is  extremely  important 
as  a  spawning  area  for  anadromous  fish,  the  Department  of  Fish  and 
Game  is  desirous  of  more  restrictive  requirements. 

"As  a  step  toward  resolving  these  differences,  we  engaged  the  serv- 
ices of  Dr.  Willis  Van  Horn,  a  well  known  and  widely  read  authority 
on  pulp  and  paper  effluent  and  its  effect  on  fish  life  and  spawning 
grounds.  He  visited  our  operation,  studied  in  detail  the  design  of  our 
proposed  pulp  and  paper  plant,  and  concluded  that  if  operated  as 
designed  its  effect  on  the  river  would  be  minimized  and  be  without 
harmful  effect  to  the  salmon  fishery.  He  proposed  a  basic  monitoring 
program  to  be  started  immediately,  involving  a  chemical  analysis  of 
the  river  over  an  extended  period ;  a  benthological  study ;  and  a  quan- 
titative study  of  salmon  population  as  a  final  part  of  the  program. 

"We  engaged  a  graduate  hydrobiologist  to  carry  on  the  chemical 
and  benthological  analysis. 

"We  are  keenly  aware  that  any  industrialization  of  the  river  must 
be  compatible  to  both  its  present  recreational  features  and  its  fisheries. 

' '  We  feel  quite  confident  as  we  develop  added  information  it  will  be 
possible  to  establish  both  a  program  of  effluent  disposal  and  monitoring 
that  will  give  the  degree  of  protection  that  we  all  desire.  However,  to 
substantiate  industry's  findings  and  to  help  speed  up  the  entire  pro- 
gram, we  feel  it  is  important  that  the  State  initiate  a  program  to  develop 
the  necessary  scientific  data  that  will  lead  to  the  highest  and  most 
beneficial  use  of  the  Sacramento  River. ' ' 

The  great  urgency  for  full  forest  utilization  through  development  of 
a  fiber  market  is  clearly  demonstrated  by  the  statement  of  Raymond  H. 
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Berry,  Vice  President  and  General  Manager  of  Scott  Lumber  Companj^ 
Inc.,  which  is  as  follows : 

"I  am  the  Vice  President,  Secretary  and  General  Manager  of  Scott 
Lumber  Compam-,  Inc.,  and  caused  that  corporation  to  be  incorporated 
in  December,  1938,  the  j'ear  in  which  Scott  Lumber  Company  started 
to  do  business. 

"At  that  time  the  Bnrney  area  was  newly  opened  territory  for 
settlement  and  commercial  enterprise.  Hard  roads  had  come  into  Bur- 
ner only  a  few  years  before.  There  were  comparatively  few  sawmills  in 
Northern  California  and  a  great  abundance  of  excellent  timber.  Sugar 
and  ponderosa  pine  were  selling  at  about  two  dollars  per  thousand 
board  feet.  Douglas  fir  could  be  bought  for  between  fifty  cents  and  one 
dollar  per  thousand.  White  fir  was  considered  a  weed  growth  and  had 
no  market  and  cedar  Avas  about  the  same. 

"With  the  great  demand  for  lumber  after  Pearl  Harbor,  the  lumber 
market  began  to  go  up  (juickly  and  since  there  was  an  abundance  of 
timber,  considerable  of  which  was  in  small  private  holdings,  numerous 
sawmills  of  various  sizes  came  into  existence. 

"In  the  late  forties,  small  private  ownerships  of  timber  began  to  dis- 
appear in  Southern  Oregon  and  operators  began  to  move  down  from 
the  State  of  Oregon.  At  the  same  time,  small  private  ownerships  began 
to  be  cut  out  in  California  so  that  the  present  ownership  pattern 
began  to  take  shape.  That  present  pattern  is  one  in  which  privately 
owned  timber  is  practically  all  tied  in  with  some  existing  operation  and 
the  rest  of  the  raw  material  for  the  lumber  industry  in  Northern  Cali- 
fornia is  held  by  the  United  States  Government,  under  the  management 
of  the  United  States  Forest  Service — there  being  also  some  other  much 
lesser  holdings  by  the  Government  in  the  Bureau  of  Land  Management 
of  the  Department  of  the  Interior. 

"The  scarcity  of  private  timber  and  the  high  price  of  government 
timber  have  made  many  operations  which  sprang  up  marginal,  and 
many  have  gone  out  of  business.  From  1938  to  the  present  time,  the 
price  of  timber  has,  on  the  average,  increased  20  times  what  it  was  in 
1938  or  about  2,000  percent.  This  increase  demonstrates  the  tremendous 
competition  there  is  for  timber  among  operations  that  are  attempting 
to  survive  today. 

"That  struggle  for  survival  among  California  mills  has  been  intensi- 
fied by  the  competition  of  Oregon  mills  in  the  Klamath  Falls  area 
particularly,  which  have  been  coni])etitively  bidding  on  sales  of  United 
States  Government  timber  growing  in  Northern  California  against  Cali- 
fornia operators,  despite  the  fact  that  the  law  would  seem  clear  that 
government  timber  grown  in  one  state  cannot  be  shipped  across  state 
lines  unless  there  is  a  finding  by  the  Department  of  Agriculture  that 
the  timber  that  would  go  across  state  lines  is  not  needed  in,  or  is  in 
excess  of  what  is  needed  by  the  state  where  the  timber  is  grown. 

"The  United  States  Government  has  not  observed  the  law  and  has 
permitted  these  bids  and  the  matter  is  in  litigation  at  the  present  time 
in  a  suit  brought  by  a  number  of  California  operators  in  the  District 
Court  of  the  District  of  Columbia  against  the  Secretary  of  Agriculture 
and  the  United  States  Chief  Forester.  In  negotiations,  looking  toward 
a  peaceful  solution,  prior  to  the  bringing  of  suit,  representatives  of  the 
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United  States  Forest  Serviee  told  California  operator-representatives 
that  Oregon  operators  should  be  allowed  to  have  California  timber 
because  they  made  a  better  use  of  the  wood  fiber,  particularly  since 
pulj)ing  was  allowed  extensively  in  the  State  of  Oregon.  These  remarks 
were  addressed  to  representatives  of  the  Siskiyou  County  Lumber  Man- 
ufacturers, Inc.,  a  nonprofit  corporation  formed  by  sawmills  in  Siski- 
you County.  I  asked  their  attorney  and  representative,  Mr.  Michael  T. 
Ilennessy  to  advise  me  further  about  this  statement  by  the  United 
States  Forest  Serviee  and  under  date  of  March  25,  1959,  he  wrote  me 
as  follows : 

Raymond  H.  Berry 

Scott  Lumher  Company 
Burney,  California 

Re :  Utilization  by  Northern  California  Mills 

Dear  Ray  :  Confirming  our  telephone  conversation  of  recent  date, 
our  organization,  the  Siskiyou  Lumber  Manufacturers,  Inc.,  have, 
during  the  past  year,  had  several  conferences  with  the  forest  serv- 
ice officials  regarding  the  possibility  of  restricting  the  export  of 
forest  service  timber  from  California.  The  forest  service  officials 
stated  to  us  on  several  occasions  that  the  reason  why  the  market 
for  logs  in  Southern  Oregon  was  considerably  higher  than  the 
market  in  Northern  California,  is  that  Oregon  mills  have  achieved 
a  much  higher  utilization  of  the  log  with  the  use  of  chippers  and 
barkers  for  the  pulp  process  and  that  they  would  not  consider  our 
request  until  the  utilization  factor  was  drastically  increased  by  the 
Northern  California  operators. 

Very  truly  yours, 

Burton  &  Hennessy 
(s)   Michael  T.  Ilennessy 

"There  can  be  no  doubt  that  during  the  forties  when  so  many  saw- 
mills came  into  existence  in  Northern  California  that  there  were  not 
only  among  the  new  sawmills,  but  in  the  old  established  sawmills, 
extremely  wasteful  practices  in  which  only  about  45  percent  of  the 
wood  fiber  (this  does  not  include  bark),  brought  in  from  the  woods 
was  used  for  a  marketable  product  and  the  rest  was  considered  waste 
and  burned.  Also  there  were  very  wasteful  practices  in  the  woods. 
Strictures  and  preachments  from  wood  technologists,  forestry  school 
professors  and  professional  foresters  have  had  less  effect  on  correct- 
ing these  wasteful  practices  than  the  economic  pressure  itself  and  the 
growing  scarcity  of  available  timber.  It  becomes  increasingly  apparent 
that  the  old  standard  type  of  sawmill  with  its  wasteful  practices  and 
burners  will  join  the  dinosaur  as  extinct  species. 

"Lumber  itself  may  be  a  form  of  by-product.  The  integrated  plant 
which  uses  all  of  the  wood  fiber  and  even  goes  so  far  as  to  clean  up 
material  which  is  allowed  to  disintegrate  in  the  w^oods,  points  the  way 
to  tomorrow.  We  in  America  have  emphasized  too  strongly  the  physical 
use  of  wood  fiber.  We  have  done  many  clever  things  in  the  use  of 
scraps  of  wood  and  in  veneers  and  plywoods  and  in  piecing  together 
wood  particles.  However,  the  chemical  utilization  of  wood  will  play 
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an  ever-increasing  roll  in  the  future  and  is  the  only  method  b}'  "svhich 
much  that  is  now  wasted  can  be  utilized. 

"Pulping  opens  up  an  entirely  new  field  of  industry.  The  dropping 
out  of  sawmills  that  cannot  stand  the  pressure  competition  has,  of 
course,  affected  employment  adversely.  Improved  utilization  is  the  only 
way  in  which  further  employment  gains  in  tlie  lumber  industry  can 
be  made  by  means  of  new  jobs  which  the  further  utilization  brings. 
And  this  further  utilization  means  chemical  utilization.  Pulping,  how- 
ever, has  hit  a  snag  because  governmental  interdiction  prevents  a  for- 
ward-looking program  for  the  beneficial  use  of  one  of  California's 
greatest  raw  materials — wood  fiber.  IMisguided  public  sentiment  and 
political  pressure  brought  through  sportsman  associations  have  built 
up  a  groundless  fear  which  has  led  to  a  tremendous  waste  of  a  valuable 
natural  resource.  The  effluent  from  a  pulping  plant  (nonpoisonous  as 
it  is)  can  be  safely  handled  to  prevent  pollution  and  it  is  to  be  hoped 
that  he  proper  use  of  our  natural  forest  resources  and  an  increase  in 
employment  can  be  established  through  wise  governmental  co-operation 
in  working  out  a  safe  and  intelligent  basis  for  the  foundation  of  a 
pulping  industry  inland  in  Northern  California." 

The  net  result  of  the  hearing  has  been  sustained  interest  by  all 
parties  concerned  and  the  establishment  of  a  continuing  program  to 
undertake  appropriate  surveys  and  testing  procedures  essential  to  the 
protection  of  natural  resources  prior  to  actual  location  of  pulp  mill 
operations. 
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APPENDIX    B 

RECENT   EXAMPLES   OF   JOBS   LOST   DUE   TO   AUTOMATION 

(These  are  examples  of  cases  which  have  come  to  light  in  a  recent  inquiry  on  the 
effects  of  automation.  They  are  illustrative  only.) 


Type  and  location  Previous  Numltr  of 

of  plant  employment  layoffs 

Grain  Handling  Company  41  8 

Los  Angeles  Area  (May '58)  (May '58) 

Food  Products  Company  246  18 

San  Francisco  Bay  Area  (Dec. '58)  (Dec. '58) 

Metal  Products  Company  157  51 

Sacramento  Valley  (Oct. '58)  (Oct. '58) 

Machine  Components  Company  436  68 

San  Francisco  Bay  Area  (Feb. '58)  (Feb. '58) 

Chain  Bank,  Statewide  130  92 

San  Francisco  Bay  (1957)  (1957) 
Area  operation 

Tire  Manufacturer 
Nationwide 


Reason  given 
for   layoffs 
"Automation 
in  plant." 

"Automation 
in  plant." 

"Automation  in 
one  department." 

"Decline  in  orders 
and  automation." 

"Automation  of  one 
record  keeping 
department." 


The  chairman  of  the  board  of  one  of  the  largest 
rubl)er  companies  announced  on  March  3,  1959, 
plans  to  use  automation  "to  reduce  the  time  to 
make  a  tire  from  48  hours  to  less  than  four  hours." 

This  is  a  92  percent  reduction  in  man-hours. 

There  are  approximately  10,000  people  employed  in 
tire  manufacture  in  California. 


THE    IMPACT   OF   AUTOMATION   AND    USE   OF   MODERN    LABOR-SAViNG 
METHODS   IS   SPREADING   THROUGHOUT   OUR   ECONOMY 

Hotel  and  motel  employment  in  San  Francisco  County  has  dropped 
almost  9  percent  since  1950,  from  8,100  to  7,400,  due  to  the  introduction 
of  automatic  elevators,  dislnva.shing  equipment,  and  other  labor-savinnf 
devices.  This  has  happened  despite  an  increase  of  44  percent  in  total 
room  capacity. 

A  major  oil  refinery  in  the  San  Francisco  Bay  area  has  introduced 
additional  technological  changes  within  the  past  year.  Employment  is 
now  just  under  700,  as  compared  with  a  previous  level  of  close  to  1,000. 
A  major  ocean  shipping  line  has  recently  introduced  a  program  of 
"container.ship  operations."  In  this  new  motliod  of  cargo  handling, 
large  vans  are  loaded  at  the  shipper's  place  of  business,  then  taken  to 
the  dock  and  loaded  aboard  ship.  In  a  single  day,  one  gang  of  longshore- 
men can  load  75  of  the  containers  aboard  ship.  By  conventional 
methods,  10  gangs  would  take  one  day  to  load  an  equal  amount  of  cargo. 
A  major  sugar  ivarehouse  recently  installed  an  automatic  palletizer, 
resulting  in  the  elimination  of  approximately  50  jobs.  Automatic  ship 
loading  and  unloading  of  sugar-vacuum  transport  systems  has  elimi- 
nated stevedoring  requirements. 

In  construction,  reports  indicate  that 

The  use  of  pre-stressed  and  pre-cast  concrete  forms  in  certain 
types  of  buildings  has  greatly  reduced  the  demands  for  carpenters. 
The  trend  toward  specialization,  prefabrication,  and  precutting 
of  material  will  tend  to  increase  individual  output  of  carpenters. 

Development  and  utilization  of  truck  cranes,  high  lift  trucks, 
and  manufactured  slings,  straps  and  clamps  moans  less  employment 
for  riggers. 
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Food  processing  plants  are  turning  increasingly  to  more  automatic 
equipment.  For  example : 

A  peach  cutting  machine  being  introduced  this  summer  is  ex- 
pected to  free  about  100  women  for  other  operations. 
Pallet  loading  of  conveyor  belts  has  been  started. 
Magnetic  "picker-uppers"  have  been  installed  to  move  jars  to 
and  from  the  cookers, 

APPENDIX  C 

PER   CAPITA   EXPENDITURES   FOR    PLANT   EXPANSIONS 
AND   NEW   PLANT   CONSTRUCTION 

(Based  on  data  published  by  the  California  State  Chamber  of  Commerce) 

Cal.  III.  Mich.  N.  Y.  Ohio  Pa.  Texas 

1951 $47  $58             $90  $36  $101  $80  $62 

1952 $39  $62             $91  $36  $92  $87  $74 

1953 $46  $67  $103  $33  $86  $73  $60 

1954 $47  $63  $127  $37  $87  $58  $57 

1055 $45  $60  $111  $34  $76  $61  $44 

1956 $57  $87  $134  $43  $116  $76  $62 


Average  annual__$47  $66  $109  $37  $93  $7 
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BUSINESS  WEEK  APPENDIX  D  * 


California 

On  the  face  of  it,  Califor- 
nia's -worst  labor  troubles  are 
over.  EmploAnnent  has  returned 
to  pre-recession  highs.  Even 
here,  though,  signs  of  the  new 
technological  unemployment 
are  showing  up,  especially  in 
the  aircraft  industry  and  its 
suppliers. 

Even  if  total  spending  on  de- 
fense remains  near  its  Korea 
peak,  technological  unemploy- 
ment seems  bound  to  increase 
in  the  aircraft  industry : 

Planes  are  giving  way  to 
missiles  as  the  big  procurement 
items,  and  missiles  require 
fewer  workers  than  aircraft  do 
for  the  same  dollar  volume. 

Defense  hardware  is  being 
ordered  in  smaller  quantities. 
It  requires  a  smaller  but  more 
skilled  work  force ;  research 
and  development  make  up  a 
higher  proportion  of  product 
value. 

Commercial  aircraft  show  a 
similar  trend.  Each  new  jet 
transport  does  the  work  of  sev- 
eral piston-engined  airliners 
that  it  rejilaces,  so  fewer  planes 
will  be  built.  In  the  first  10 
years  after  World  War  II,  for 
example,  Douglas  Aircraft  Co. 
built  an  average  of  100  tran- 
sport planes  a  year ;  now  it  has 
orders  for  only  140  jet  liners, 
to  be  delivered  over  the  next 
three  years  or  so. 

Drawing  Conclusions 

From  th(>  mass  of  reports 
from  around  the  country,  sev- 
eral general  conclusions  can  be 
drawn: 

Employers  are  unusually 
cautious  about  rehiring  work- 
ers they  have  laid  off.  The  re- 
cession   forced    them    to    make 
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changes  to  cut  cost — and  jobs ;  the  increasing  burden  of  labor  costs  per 
worker,  ineludiiig  fringe  benefits,  discourages  them  from  hiring  as 
many  people  as  they  might  like. 

The  public's  lack  of  enthusiasm  for  autos  and  other  durables  con- 
tinues to  depress  metalworking  industries. 

Despite  the  nation's  march  to  peak  levels  of  income  and  consumption, 
capital  spending  still  hasn't  revived.  That's  because  excess  capacity 
is  hanging  over  industry  from  the  recession,  particularly  in  the  heavy 
goods  industries  east  of  the  Mississippi. 

The  rapid  advance  in  technology  both  increases  output  per  worker 
and  cuts  down  employment  of  unskilled  and  semi-skilled  workers  (a 
large  proportion  of  whom  are  Negroes). 

Service  Industries  Next 

So  far,  advances  in  productivity  have  been  concentrated  in  the  goods- 
producing  industries  (manufacturing,  mining,  construction,  agricul- 
ture), giving  them  more  and  more  output  with  fewer  workers  (charts, 
right). 

Meanwhile,  employment  in  the  service  industries  (trade,  finance, 
transportation,  public  utilities,  government,  and  such  miscellaneous 
services  as  domestic  work,  teaching,  hospital  work)  continued  its  long 
and  relentless  climb. 

Now,  however,  automation  and  advanced  techniques  have  spread  to 
these  industries,  and  they  may  not  be  able  to  create  as  many  jobs  as 
they  have  in  the  past.  They're  just  about  holding  their  own  at  the 
moment  in  number  of  employees. 

One  Growth  Area 

The  one  real  growth  area  on  the  job  front  is  among  the  professions — 
scientists,  engineers,  highly  trained  people  of  all  kinds. 

Within  manufacturing  employment  (chart,  right),  you  can  see  the 
rise  of  so-called  nonproduction  jobs,  pushed  by  new  emphasis  on  re- 
search and  development,  even  as  production  jobs  decline.  The  United 
States  is  in  the  full  swing  of  its  ''brainpower  revoluation"  (BW — 
April  27,  1957,  p.  176). 

Shifts  in  the  employment  market  are  going  to  put  a  high  premium 
on  education,  retraining,  and  other  measures  to  upgrade  workers  into 
new  jobs. 

Labor  Department  experts  don't  expect  geographical  mobility  to 
contribute  much  to  reducing  unemployment.  Mainly,  it  is  young  male 
workers  who  will  shift  from  one  region  to  another ;  others  are  bound  by 
families,  homes,  and  other  community  ties.  At  present,  geographical 
mobility  wouldn't  help  much.  No  area  is  expanding  fast,  and  most 
already  have  a  surplus  of  labor. 

Basically,  where  rising  productivity  can  be  expected  to  increase 
pressure  is  in  a  search  for  ways  to  multiply  the  nation's  total  demand 
for  goods  and  services,  to  keep  the  whole  labor  force  employed.  And  if 
demand  can 't  be  increased,  there  '11  be  still  more  cry  for  a  shorter  work 
week. 
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ENABLING  RESOLUTION 

SENATE  RESOLUTION  NO.  25,  AS  AMENDED 

Relative  to  the  creation  of  the  Senate  Interim  Committee 
on  Fish  and  Game 

Resolved  hy  the  Senate  of  the  State  of  California,  As  follows: 

1.  The  Senate  Interim  Committee  on  Fish  and  Game  is  hereby- 
created  and  authorized  and  directed  to  ascertain,  study,  and  analyze 
all  facts  relating-  to  fish  and  game,  the  conservation  and  protection 
thereof,  and  all  matters  dealing  with,  relative  to,  or  otherwise  pertain- 
ing to  fish  and  game  including  but  not  limited  to  the  operation,  effect, 
administration,  enforcement  and  needed  revision  of  any  and  all  laws 
in  any  way  bearing  upon  or  relating  to  the  subject  of  this  resolution, 
and  to  report  thereon  to  the  Senate,  including  in  the  reports  its  recom- 
mendations for  appropriate  legislation. 

2.  The  committee  shall  consist  of  seven  Members  of  the  Senate  ap- 
pointed by  the  Committee  on  Rules  thereof.  Vacancies  occurring  in  the 
membership  of  the  committee  shall  be  filled  by  the  appointing  power. 

3.  The  committee  is  authorized  to  act  during  this  session  of  the  Legis- 
lature, including  any  recess,  and  after  final  adjournment  until  the  com- 
mencement of  the  1959  Regular  Session,  with  authority  to  file  its  final 
report  not  later  than  the  thirtieth  legislative  day  after  the  convening  of 
that  session. 

4.  The  committee  and  its  members  shall  have  and  exercise  all  of  the 
rights,  duties  and  powers  conferred  upon  investigating  committees  and 
their  members  by  the  provisions  of  the  Joint  Rules  of  the  Senate  and 
Assembly  and  of  the  Standing  Rules  of  the  Senate  as  they  are  adopted 
and  amended  from  time  to  time  at  this  session,  which  provisions  are  in- 
corporated herein  and  made  applicable  to  this  committee  and  its  mem- 
bers. 

5.  The  committee  has  the  following  additional  powers  and  duties: 

(a)  To  select  a  chairman  and  vice  chairman  from  its  membership. 

(b)  To  contract  with  such  other  agencies,  public  or  private,  as  it 
deems  necessary  for  the  rendition  and  affording  of  such  services,  fa- 
cilities, studies,  and  reports  to  committee  as  will  best  assist  it  to  carry 
out  the  purposes  for  which  it  is  created. 

(c)  To  co-operate  with  and  secure  the  co-operation  of  county,  city, 
city  and  county,  and  other  local  law  enforcement  agencies  in  investigat- 
ing any  matter  within  the  scope  of  this  resolution  and  to  direct  the 
sheriff  of  any  county  to  serve  subpoenas,  orders  and  other  process  issued 
by  the  committee. 

(d)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time  and  at  any  time,  not  later  than 
herein  provided. 

(e)  To  do  any  and  all  other  things  necessary  or  convenient  to  enable 
it  fully  and  adequately  to  exercise  its  powers,  perform  its  duties,  and 
accomplish  the  objects  and  purposes  of  this  resolution. 

(5) 


1  PROGRESS  REPORT  ON  FISH  AND  GAME 

(f)  To  meet  and  act,  and  to  authorize  its  subcommittees  and  em- 
[iloyees  to  meet  and  act,  both  within  and  without  the  State  of  California 
II  the  performance  of  its  duties. 

6.  The  sum  of  fifteen  thousand  dollars  ($15,000)  or  so  much  thereof 

!■>  may  be  necessary  is  hereby  made  available  from  the  Contingent 

I'lmd  of  the  Senate  for  the  expenses  of  the  committee  and  its  members 

Hid  for  any  charges,  expenses  or  claims  it  may  incur  under  this  resolu- 

M'li,  to  be  paid  from  the  said  contingent  fund  and  disbursed  after  cer- 

lii-ation  b}'  the  chairman  of  the  committee,  upon  warrants  drawn  by 

■  State  Controller  upon  the  State  Treasurer. 


LETTER  OF  TRANSMITTAL 

Senate  Interim  Committee  on  Fish  and  Game 
Sacramento,  California,  June  19,  1959 

Hon.  Glenn  M.  Anderson,  President, 
and  Members  of  the  Senate 

Gentlemen:  Your  Senate  Interim  Committee  on  Fish  and  Game, 
created  by  Senate  Resolution  No.  25,  1957  Regular  Session  (Senate 
Journal  1957,  page  5104),  presents  herewith  a  progress  report  of  its 
activities,  and  the  results  of  its  studies  to  date,  together  with  its  conclu- 
sions and  recommendations. 

Respectfully  submitted  by, 

Ed.  C.  Johnson,  Chairman 
Charles  Brown 
Carl  L.  Christensen 
A.  A.  Erhart 
George  Miller,  Jr. 
Stephen  P.  Teale 
J.  Howard  Williams 
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PART  I 

OCEAN  DISPOSAL  OF  RADIOACTIVE  WASTE 

One  of  the  main  undertakings  of  this  committee,  so  far  as  reporting 
purposes  are  concerned,  was  a  thorough-going  study  of  the  problem  of 
ocean  disposal  of  radioactive  waste  and  the  effects  this  might  have 
on  marine  life.  As  the  use  of  atomic  energy  expands,  the  problem  of 
radioactive  waste  disposal  multiplies.  This  waste  material  may  be  char- 
acterized generally  as  falling  into  two  categories :  high-level  waste  and 
low-level  waste.  Although  precise  definitions  of  these  two  classifications 
are  subject  to  constant  change  as  more  knowledge  is  developed  re- 
garding properties  and  processing  of  these  materials,  low-level  waste 
is  that  which  lends  itself  to  being  handled  and  transported  with  an 
ordinary  degree  of  safety.^ 

It  is  this  low-level  type  of  material  which  is  considered  by  the  Atomic 
Energy  Commission  (AEC)  as  safe  for  disposal  at  sea.  On  the  other 
hand,  high-level  waste  is  that  which  presents  special  handling  and 
treatment  problems,  and  is  not  considered  proper  for  ocean  disposal. 
Insofar  as  the  continued  expansion  of  peace  time  use  of  atomic  energy 
is  concerned,  it  is  actually  the  disposal  of  these  high-level  materials 
that  is  causing  more  scientific  problems  than  is  low-level  waste  disposal. 
However,  in  keeping  within  the  limits  of  this  committee's  scope  of 
investigation  of  problems  pertaining  to  Fish  and  Game,  it  was  the 
marine  life  affects  of  this  low-level  waste  disposal  with  which  we  were 
mainly  concerned. 

This  issue  first  came  to  the  committee's  attention  at  the  1958  First 
Extraordinary  Session  of  the  Legislature,  at  which  a  Senate  Joint  Reso- 
lution was  introduced  on  behalf  of  the  Department  of  Fish  and  Game, 
asking  the  Federal  Government  not  to  dispose  of  any  "picric  acid, 
radioactive  waste,  or  other  waste  material  usable  in  chemical  warfare, 
potentially  harmful  to  marine  life"  in  water  of  less  than  2,000  fathoms 
depth  and  not  less  than  60  miles  from  any  sea  mount  (emphasis  added). 
This  w^as  Senate  Joint  Resolution  No.  9  (which  is  printed  in  the 
appendix  to  this  report).  The  measure  further  asked  that  such  material 
be  packaged  "in  sealed  containers  of  sufficient  strength  to  withstand 
the  pressures  of  2,000  fathoms,  and  that  all  radioactive  materials  be 
packaged  in  accordance  with  the  minimum  standards  set  forth  in  the 
National  Bureau  of  Standards  Handbook  58,  *  *  *  and  the  regulations 
of  the  Atomic  Energy  Commission."  It  also  asked  the  Federal  Govern- 
ment to  consult  with  state  officials  before  any  "unsafe  bulk  disposal  of 
radioactive  wastes."  (Emphasis  added.) 

The  provisions  limiting  the  scope  of  the  resolution  to  instances  where 
there  was  potential  harm  or  unsafe  conditions  (as  emphasized  above) 
were  amended  into  the  original  resolution  (which  was  worked  up  by  the 
department)  in  the  Senate.  As  so  amended,  the  resolution  died  in  the 

1  For  a  definition  of  low-level  waste  by  an  expert  in  this  field,  see  the  statement  of  Mr. 
Nelson  Garden  of  the  University  of  California  Radiation  Laboratory  at  page  26. 
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Assembly,  and  that  body  instead  adopted  a  house  resolution  Tshioh 
was  identical  with  the  original  draft  worked  up  by  the  department,  and 
which  did  not  contain  the  restricted  application  emphasized  above. 

The  recommendations  contained  in  the  aforementioned  Handbook  58, 
and  procedures  prescribed  by  the  AEC,  called  for  disposal  at  a  mini- 
mum of  1.000  fathoms.  Further,  the  AEC  rules  did  uot  recpiire  a  sealed 
package  capable  of  withstanding  the  pressures  of  a  2,000-fathom  drop. 
Thus,  the  main  contentions  between  the  State  and  the  Federal  Govern- 
ment were  whether  disposal  should  be  at  2,000  fathoms,  or  a  minimum 
of  1,000  fathoms :  and  whether  a  v^'omplete  pressure-vessel  should  be  re- 
quired, or  merely  one  which  would  get  the  material  dowu  to  1.000 
fathoms,  but  not  nece.~>arily  remain  intact  thereafter.  It  was  with  the.se 
two  questions  in  mind  that  your  committee  undertook  its  exploration 
of  this  disposal  problem. 

Shortly  after  the  close  of  the  1958  Extraordinary  Session  (and  before 
this  committee  had  begun  its  study)  a  meeting  was  called  in  the 
Berkeley  headquarters  of  the  State  Department  of  Public  Health,  which 
was  attended  by  officials  of  various  stare  agencies,  representatives  of  the 
AEC,  and  firms  licensed  by  the  AEC  to  dispose  of  radioactive  waste. 
It  appeared  that  the  state  agencies  had  taken  the  Assembly  resolution 
to  be  a  mandate  to  them  to  aitempt  to  require  disposal  at  the  2,000- 
fathom  level,  and  in  pressure-vessel  type  containers.  Although  these 
licensees  operate  primarily  under  rules  and  regulations  promulgated  by 
the  AEC,  there  was  the  feeling  by  some  state  offieials  that  these  licensees 
could  be  required  to  comply  with  certain  state  laws.  In  this  respect,  the 
AEC  has  been  most  co-operadve  with  the  state  agencies,  except  insofar 
as  state  requirements  contravened  federal  rules  or  imposed  a  burden  on 
licensees. 

Out  of  this  May  13,  1958  meeting  came  a  voluntary  agreement  be- 
tv.-een  interested  s.ate  agencies  and  disposal  licensees,  under  Avhich 
I  he  latter  are  not  to  make  their  disposals  in  less  than  2,000  fathoms  and 
only  in  certain  restricted  areas;  and  further,  that  the  "Avastes  will  be 
packaged  in  containers  of  such  integrity  that  thej'  will  remain  intact 
at  the  depths  prescribed.''  The  agreement  is  reproduced  in  the  ap- 
pendix. The  final  sentence  of  this  covenant  notes  that:  "It  is  plainly 
understood  that  this  agreement  has  no  legal  binding  effect  on  either 
party.'"  And  this  brings  into  focus  the  basic  issue  in  this,  or  any  other 
controversy  involving  atomic  energy  and  radioactive  materials: 

What  legal  right,  if  any,  has  the  State  to  exercise  dominion  over 
the  use  of  radioactive  materials  and  the  users  thereof;  and  if  the 
State  has  any  such  legal  power,  to  what  extent  or  degree  may  it 
be  employed  ? 

clarif:cation  of  states'  role  needed 

Until  the  Cono-ress  spells  out,  with  some  amount  of  clarity,  the  role 
which  the  states  may  lawfully  assume,  questions  such  as  Avhether  the 
State  can  require  disposal  at  2,000  fathoms,  or  in  pressure-vessel  type 
containers,  or  only  in  certain  specified  locations,  or  only  at  2  p.m.  on 
odd-numbered  days  of  the  mouth,  or  only  by  licensees  who  have  taken 
a  State  loyalty  oath — are  questions  which  seemingly  must  be  resolved 
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ill  favor  of  the  Federal  Governnicut  and  ag-aiiist  tlie  State.  At  least, 
this  appears  the  more  reasonable  and  j^afer  approaeh. 

A  number  of  legal  minds,  expert  in  this  field,  have  written  law  review 
articles  dealing  with  the  basic  question  here  and  various  parts  thereof. 
Your  eomrnittee  concurs  with  the  conclusion  reached  by  many  of  these 
writers — that  the  Federal  Government  has  occupied  the  field  to  the 
almost  total  exclusion  of  the  states.  What  little  authority  remains  with 
the  states  is  difficult  to  ascertain.  No  standard  answer  can  be  given,  and 
instead  each  question  must  turn  on  its  own  set  of  facts. 

Professor  Estep  -  notes  that,  although  the  regulation  of  the  public 
health,  safety  and  welfare  is  traditionally  a  state  prerogative  as  consti- 
tuting the  states'  police  powers,  which  are  reserved  to  the  states  and 
have  never  been  granted  to  the  National  Government,  nonetheless  the 
Tnited  States  Su.preme  Court  has  construed  the  Tenth  Amendment  to 
the  United  States  Constitution  to  be  merely  a  truism  -^  and  has  usually 
looked  to  the  Constitution  to  see  if  there  is  any  possible  power  of  Con- 
gress under  whieh  its  action  can  be  justified,  rather  than  asking  whether 
Congress  is  acting  in  an  area  that  has  traditionally  been  left  to  the 
states.  In  his  ]954  article,  Estep  pointed  to  the  significant  fact  that  in 
the  17  years  preceding,  not  once  had  the  Supreme  Court  invalidated 
an  act  of  Congress  on  the  ground  that  Congress  did  not  have  sufficient 
power  under  the  Constitution  to  regulate  some  activity,  and  this  is  so 
even  though  Congress  has  ranged  far  afield  in  its  legislation  during 
that  period. 

And  in  this  particular  area  of  control  it  is  not  difficult  to  make  out 
a  case  for  the  Federal  Government — exceedingly  less  difficult  in  fact 
than  trying  to  make  out  a  case  for  the  State.  It  has  been  suggested  that 
Congress'  action  in  passing  the  Atomic  Energy  Act  of  1954  may  be 
justified  as  the  exercise  of  a  conibination  of  powers  granted  to  the 
National  Government  by  the  Constitution,  including  the  War  Power, 
the  PoAver  to  Dispose  of  Government  Property,  the  Commerce  Power, 
the  Power  to  Provide  for  the  General  Welfare,  and  the  Taxing  Power. 
In  determining,  then,  what  if  any  residual  power  remains  with  the 
states,  it  is  necessary  to  decide  which  of  these  particular  powers  is  being 
exercised  in  any  given  segment  of  this  overall  field  of  use  of  radio- 
active materials. 

If  it  is  the  War  Power  which  is  being  exercised  (and  the  Supreme 
Court  has  held  there  need  not  be  a  "shooting"  war  in  progress  for  this 
power  to  be  validly  employed^)  it  is  generally  the  rule  that  the  Federal 
Government  can  act  to  the  total  exclusion  of  the  states.  If  the  particu- 
lar phase  of  use  of  radioactive  materials  is  one  which  is  governed  b.y  a 
federal  exercise  of  the  Commerce  Clause,  the  question  is  then  one  of 
attempting  to  determine  the  intent  of  Congress— did  the  National  Gov- 
ernment intend  to  completely  occupy  the  field ;  or  in  failing  to  exert 
authority  over  certain  aspects  of  radioactive  material  use,  did  Congress 
intend  for  such  use  to  be  free  of  regulation  by  the  states;  or  in  setting- 
specific  standards  did  Congress  intend  these  to  be  the  niaxi  um  and 
ihat  liie  states  cannot  enact  any  stricter  requirements?  Should  tiie  State 

^Federal  Control  of  Health  and  Safety  Statidards  in  fecci  time  Prirutc  Atomic  Encytji/ 
Activities,  52  Mich.  L.  R.  3.33  (.Jan.  1954)  ;  ste  also,  Frampton,  Radiation  Ex- 
posure— The  Need  for  a  National  Policy,  10  Stanford  L.  R.  7   (Dec.  1957). 

3  U.  S.  V.  Darby  Lumber  Co.,  312  U.  S.  100   (1941). 

*  Hamilton  v.  Kentucky  Distilleries  and  Warehouse  Co.,  251  U.  S.  146  (1919). 
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find  some  area  in  which  it  may  validly  operate,  caution  must  still  be 
exerted  to  assure  that  the  State's  action  does  not  impose  a  burden  on 
this  commerce.^ 

This  point  of  the  Federal  Government  seemingly  having  occupied  the 
field  to  the  virtual  exclusion  of  the  states  was  explored  at  some  length 
during  the  hearings  held  on  this  subject.  Witnesses  ranging  from  offi- 
cials of  state  agencies  to  legal  counsel  for  the  AEG  from  Washington, 
D.  C.,  were  examined  on  this  issue,  and  the  committee  satisfied  itself 
that  the  State  has  little,  if  any,  jurisdiction  in  this  particular  problem 
area  of  radioactive  waste  disposal.  It  Avas  noted  that  the  State  might 
take  action  if  this  material  was  being  transported  on  the  highway  at 
a  speed  greater  than  that  allowed  by  law,*'  but  the  limit  of  state  au- 
thority probably  doesn't  extend  very  much  further  than  this.  An  addi- 
tional indication  that  the  Federal  Government  considers  ocean  disposal 
of  radioactive  waste  to  be  within  its  exclusive  dominion,  instead  of 
within  that  of  the  states,  is  borne  out  by  the  fact  that  in  its  recom- 
mended legislation  delineating  federal-state  authority  in  the  entire 
realm  of  peacetime  use  of  atomic  energy,  the  AEC  recommends  that 
this  disposal  remain  entirely  under  the  control  of  the  Federal  Goven- 
ment. 

As  the  result  of  its  hearings  and  research,  your  committee  is  firmly 
convinced  that  the  most  pressing  need  at  this  time  is  for  the  Congress 
to  spell  out  the  lines  of  demarcation  between  the  Federal  and  State 
governments  insofar  as  the  various  phases  of  peacetime  use  of  atomic 
energy  is  concerned.'^  Such  legislation  was  introduced  in  Congress  in 
1957,  but  in  the  form  of  more  than  one  bill,  and  encompassing  more 
than  one  type  of  philosophy.  The  proposed  legislation  was  not  enacted. 
At  this  writing,  a  new  bill  has  been  proposed  by  the  AEC  and  was  sub- 
mitted to  the  Joint  Congressional  Committee  on  Atomic  Energy  under 
cover  letter  dated  March  5,  1959.  These  AEC  proposals  formed  the 
basis  for  legislation  in  the  form  of  S.  1987,  introduced  into  the  United 
States  Senate  on  May  19th  by  Senator  Clinton  P.  Anderson  of  New 
Mexico,  chairman  of  the  joint  committee;  and  H.R.  Xo.  7214,  intro- 
duced into  the  House  on  May  18th  by  Representative  Carl  T.  Durham 
of  North  Carolina,  vice  chairman  of  the  joint  committee.  The  cover 
letter,  the  AEC  draft  of  the  proposed  bill,  and  an  analysis  thereof 
will  be  found  in  the  appendix.^  The  joint  congressional  committee  held 
hearings  on  these  proposed  measures  during  the  latter  part  of  May 
in  Washington,  D.  C,  and  as  this  was  being  written  it  was  too  early 
to  attempt  to  predict  what  their  possibility  of  successful  enactment 
might  be. 

Under  the  AEC  proposal,  control  over  certain  aspects  of  peace- 
time use  of  atomic  energy  would  be  relinquished  by  the  Federal  Gov- 
ernment on  a  state-by-state  basis  as  individual  states   could  satisfy 

=  See,  for  example:  California  v.  Thompson,  313  U.  S.  (1941)  ;  California  v.  Zooh,  336 
U.  S.  725   (1949)  ;  McDermott  v.  Wisconsin^  228  U.  S.  115   (1913). 

<^  Johnson  v.  Maryland,  254  U.  S.  51   (1920). 

'  For  a  recent  report  emphasizing'  tlie  need  for  such  legislation,  see :  A  Study — Federal 
and  State  Responsibilities  for  Radiation  Protection :  The  Need  for  Federal  Legis- 
lation, Berman  and  Hydeman,  University  of  Michigan,  January,  1959. 

*  Reprinted  from  Selected  Materials  on  Federal-State  Cooperation  in  the  Atomic 
Energy  Field,  published  by  the  Congressional  Joint  Committee  on  Atomic  Energy, 
March,  1959,  which  contains  many  of  the  source  materials  referred  to  In  this 
report,  as  well  as  a  wealth  of  additional  material  on  the  issue  of  federal-state 
relations. 
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the  AEC  that  they  woiikl  be  competent  and  capable  to  assnme  snch 
responsibilities.  These  agreements  would  be  revocable  in  nature  and 
the  AEC  could  recapture  control  if  it  felt  the  state  was  not  doing 
an  adequate  job.  The  measures  would  also  establish  a  program  whereby 
the  states  could  have  their  personnel  trained  b.y  the  Federal  Govern- 
ment, so  as  to  provide  the  necessary  technical  staff  required  for  state 
assumption  of  the  various  control  functions.  As  noted  previously, 
the  AEC  does  not  propose  to  discontinue  its  exclusive  regulatory 
and  licensing  authority  over  "the  disposal  of  byproduct,  source  or 
special  nuclear  material  into  the  ocean  or  sea  as  defined  in  regulations 
or  orders"  of  the  AEC. 

This  would  seem  to  make  it  clear  beyond  question  that,  either  under 
the  existing  federal  act  or  the  proposed  Anderson-Durham  Bill  drafted 
by  the  AEC,  the  states  are  barred  from  exerting  any  authority  over 
ocean  disposal  of  radioactive  waste.  Thus,  it  would  appear  that  agencies 
of  California  Government  should  not  attempt  to  enforce  the  May  l;^, 
1958,  voluntary  agreement,  and  that  this  document  should  be  treated 
as  a  nullity  by  all  concerned. 

PROCEDURES  REVEAL  NO  PRESENT  DANGER 

It  is  also  the  opinion  of  your  committee,  after  listening  to  the  testi- 
mony of  a  number  of  experts  in  the  field  of  health  physics,  that  the 
present  AEC  requirements  of  disposal  at  a  minimum  of  1,000  fathoms 
in  containers  of  sufficient  integrity  to  assure  that  the  waste  will  not 
become  free-floating,  offers  present  adequate  protection  to  the  marine 
environment  and  the  public  health  and  safety  generally. 

This  is  not  to  say  that  this  same  degree  of  safety  would  obtain 
should  waste  of  greater  radioactive  potency  be  consigned  for  ocean 
disposal,  or  when  the  full  potential  of  peacetime  use  of  atomic  energy 
draws  nearer  to  realization  and  waste  quantities  multiply  greatly. 
But  for  the  present,  your  committee  feels  it  must  be  guided  by  the 
advice  and  opinions  of  those  who  have  pioneered  in  this  unknown 
and  uncharted  area  of  science,  such  as  the  University  of  California 
Radiation  Laboratory,  the  Navy's  Radiological  Defense  Laboratory, 
and  the  AEC  itself. 

Testimony  from  these  sources  revealed  that  radioactive  waste  dis- 
posal in  the  ocean  off  California  has  been  in  progress  some  nine  years. 
For  the  most  part  this  low-level  waste  has  been  composed  of  such 
refuse  as  paper,  gloves,  glassware,  Kleenex,  and  equipment  that  has 
become  contaminated  through  use.  Under  both  University  of  California 
Radiation  Laboratory  and  Navy  Radiological  Defense  Laboratory 
procedures  this  material  is  encased  in  concrete.  The  concrete  is  placed 
in  a  container — a  55-gallon  drum  or  larger  package.  These  packages 
are  stored  in  a  shielded  area  (in  the  case  of  commercial  disposal)  and 
monitored  for  radioactivity  content.  When  a  sufficient  number  of  pack- 
ages are  assembled  to  make  for  an  economical  load,  they  are  then 
transported  to  the  designated  disposal  area  and  dumped. 

It  is  true  that  there  remains  a  conflict  of  opinion  between  ocean- 
ographers  and  health  physicists  as  to  whether  the  present  AEC  require- 
ments provide  for  as  adequate  a  safeguard  as  is  possible  in  the  light  of 
certain  oceanographic  and  geographic  peculiarities  of  the  California 
coastline.  And  because  of  this  conflict,  a  committee  of  technicians, 
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working  under  governmental  auspices,  has  been  created  to  delve  fur- 
ther into  this  issue.  The  AEC  has  indicated  that  if  the  results  of  this 
technical  committee's  study  indicate  present  regulations  need  revision 
for  the  sake  of  safety,  such  changes  will  be  made. 

Mention  should  be  made  of  the  fact  that  in  1957,  a  radiological 
survey  was  made  of  the  disposal  areas  off  the  California  coast  by 
Scripps  Institution  of  Oceanography,  a  branch  of  the  University  of 
California  located  at  La  Jolla.  This  survey  was  made  under  the  joint 
sponsorship  of  the  AEC,  the  Office  of  Naval  Research,  and  the  Uni- 
versity of  California.  The  two  conclusions  of  the  survey  were : 

"1.  A  preliminary  survey  by  standard  oceanographic  methods 
has  not  disclosed  easily  detectable  amounts  of  radioactivity  even 
in  the  vicinity  of  the  oldest  official  marine  disposal  area. 

''2.  It  is  evident  from  this  brief  experience  that  special  tech- 
niques, both  radiological  and  oceanographic,  must  be  further  per- 
fected for  the  efficient  monitoring  of  oceanic  areas." 

With  regard  to  this  latter  point,  it  is  urged  that  the  Federal  Gov- 
ernment, in  allocating  its  funds  for  research  in  various  phases  of 
atomic  energy  use,  give  serious  consideration  to  an  accelerated  program 
of  developing  equipment  and  techniques  to  insure  proper  monitoring 
of  these  ocean  depths  where  disposals  have  been  made.  The  imminent 
need  for  adequate  monitoring  is  more  keenly  brought  out  by  the  fact 
that  as  of  October,  1958,  none  of  the  AEC-licensed  commercial  dis- 
posal firms  had  yet  dumped  any  waste  at  sea,  as  suificient  quantities 
to  make  a  sea  trip  economically  practicable  had  not  been  accumulated. 
Once  the  amount  of  disposal  increases,  the  need  for  effective  monitor- 
ing becomes  more  obvious. 

The  Department  of  Fish  and  Game  and  others  who  have  become 
concerned  over  the  disposal  of  radioactive  waste  into  the  marine  en- 
vironment are  to  be  commended  for  bringing  this  problem  to  light  at 
this  early  stage  in  the  development  of  peactime  uses  of  the  atom. 
Your  committee  agrees  that  continued  attention  must  be  given  this 
subject  to  make  certain  that  no  danger  arises  from  this  procedure. 

The  committee  was  aided  in  its  work  by  the  full  co-operation  of 
the  various  state  and  federal  agencies  and  individuals  contacted.  A 
list  of  those  who  participated  is  included  in  the  appendix.  The  first 
hearing  on  this  subject  was  held  in  San  Francisco  on  October  6  and  7, 
1958.  As  the  experts  from  AEC  headquarters  in  Washington,  D.  C, 
were  involved  with  an  international  conference  at  that  time,  a  further 
hearing  was  held  in  Sacramento  on  October  20th,  at  which  these 
officials  presented  their  testimony. 

Excerpts  from  testimony  at  these  hearings  follow,  to  illustrate  the 
points  made  in  this  narrative. 

TESTIMONY  OF  W.  E.  RIPLEY,  DEPARTMENT  OF  FISH  AND  GAME 

Testimony  of  ]\Ir.  William  E.  Ripley,  Assistant  Chief,  ]\Iarine  Re- 
sources Branch,  Department  of  Fish  and  Game. 

Mr.  Ripley :  *  *  *  We  must  be  doubly  cautious  to  apply  safety 
factors  that,  if  anything,  will  always  err  on  the  positive  side  of 
safety.  We  must  not  only  prevent  possible  damage  to  the  resource  and 
the  animals  themselves,  by  our  acts,  but  we  must  also  guard  the  eco- 
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nomie,  esthetic  and  social  values  that  are  also  a  very  real  part  of  our 
heritage,  *  *  * 

We  recommended  to  the  AEC  that  radioactive  materials  be  dumped 
in  not  less  than  2,000  fathoms  and  not  less  than  60  miles  from  any  sea 
mount.  Sea  mounts  are  underwater  mountains  protruding  several  hun- 
dred fathoms  from  the  surrounding  bottom. 

The  2,000-fathom  depth  was  recommended  because  it  would  eliminate 
the  underwater  basins  of  Southern  California  as  dumping  grounds,  re- 
move the  materials  to  water  depths  considered  by  oceanographers  to  be 
stable,  and  put  the  wastes  beyond  the  range  of  some  of  the  food  organ- 
isms that  live  down  to  depths  as  great  as  1,200  fathoms  upon  which 
albacore  feed.  The  basins  of  Southern  California  are  all  located  in  areas 
of  important  sport  and  commercial  fisheries.  With  the  use  of  these 
basins  for  disposal  the  potential  for  the  buildup  of  contamination  would 
be  much  greater  than  would  be  the  case  if  wastes  were  disposed  in  the 
offshore  depths. 

We  believe  that  in  light  of  so  many  unknown  factors  such  as  vertical 
transport  of  currents,  food  chains,  and  methods  of  concentration  of 
isotopes  by  marine  organisms,  some  additional  safety  factors  should  be 
established  until  such  time  as  specific  information  might  become  avail- 
able to  demonstrate  the  advisability  of  shallower  water  disposals.  The 
effect  of  currents  around  sea  mounts  and  the  fact  that  sea  mounts  are 
assembly  areas  for  several  species  of  sport  and  commercial  fish  led  to 
the  sea  mount  recommendation.  *  *  *  These  containers  are  nothing 
more  than  50-gallon  barrels  with  a  layer  of  concrete  with  a  hollow  space 
of  a  five-gallon  barrel  stuck  inside  of  them.  Some  of  the  wastes  are 
stuck  in  there.  Some  are  Kleenex,  old  shoes,  laboratory  aprons  and  they 
are  compressible.  Even  though  to  some  extent  the  material  is  com- 
pressed the  terrific  pressure  of  the  sea  water  as  you  go  down  into  depths 
as  shallow  as  100  fathoms  causes  what  is  known  as  an  implosion.  The 
barrel  collapses  inward  and  then  the  core  of  cement  that  is  over  the  top 
of  this  explodes  outwards  and  all  of  the  material  then  is  exposed  to  sea 
water  and  can  either  fall  out  or  be  diluted  by  sea  water  and  the  material 
immediately  released  to  the  ocean  environment.  *  *  * 

Senator  Erhart:  If  the  fish  did  assimilate  some  of  this  substance, 
what  effect  would  it  have  on  the  fish  and  what  effect  on  the  human  if 
he  consumes  the  fish? 

Mr.  Ripley :  That  is  a  good  question.  This  is  one  that  geneticists,  the 
physician,  and  biologists  are  working  on  at  the  time.  There  is  one  school 
of  thought  that  states  that  any  radiation  regardless  of  how  little  any  is 
harmful  because  it  creates  a  direct  somatic  effect,  a  direct  effect  upon 
the  organism.  That  is  not  good,  and  it  also  creates  an  effect  upon  the 
future  generations  that  is  not  good.  But  this  matter  is  subject  to  con- 
troversy and  we  at  the  present  time  can't  state  which  of  the  various 
philosophies  will  win  out  on  the  basis  of  investigation.  But  in  the  light 
of  so  much  ignorance  concerning  this,  we  feel  that  it  would  be  far 
better  to  err  on  the  positive  side  of  safety  until  such  time  that  this 
information  is  gathered,  because  nuclear  science  is  a  relatively  young 
one. 
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TESTIMONY  OF  FRANK  W.  STEAD,  DEPARTMENT  OF  PUBLIC  HEALTH 

The  position  taken  by  the  State  Department  of  Public  Health  in  this 
field  was  shown  through  testimony  by  Mr.  Frank  W.  Stead,  Chief  of 
the  Division  of  Environmental  Sanitation,  Berkeley. 

Mr.  Stead :  The  State  Department  of  Pnblic  Health  believes  that  a 
reasonable  doubt  has  been  raised  by  the  State  Department  of  Fish  and 
Game  as  to  whether  the  current  practice  of  the  Federal  Government  in 
disposing  of  radioactive  waste  by  dumping  in  ocean  water  of  1,000 
fathoms  depth  is  safe  and  may  be  safely  followed  by  civilian  waste 
disposal  firms.  The  concern  of  the  State  Department  of  Fish  and  Game 
is  the  hazard  of  imparting  radioactivity  to  fish  life.  The  State  Depart- 
ment of  Public  Health  is  equally  concerned  with  such  a  hazard  because 
fish  are  an  important  part  of  the  human  diet.  *  *  * 

In  1955  the  Legislature  enacted  Chapter  7,  Division  21,  of  the  Health 
and  Safety  Code,  providing  in  part,  as  follows : 

25601.  No  person  shall  bury,  throw  away,  or  in  any  manner 
dispose  of  radioactive  wastes  in  such  a  manner  as  to  endanger  the 
lives  or  health  of  human  beings. 

25602.  The  Department  of  Public  Health,  may,  by  written 
order,  prohibit  the  disposal  of  radioactive  wastes  by  any  person 
when,  upon  investigation,  it  has  determined  that  such  disposal 
violates  the  provisions  of  Section  25601. 

25603.  The  issuance  of  an  order  provided  in  Section  25602  shall 
not  prevent  any  person  from  disposing  of  radioactive  wastes  if 
such  disposal  is  not  prohibited  by  Section  25601. 

It  should  be  noted  that  this  legislation  does  not  authorize  the  State 
Department  of  Public  Health  to  prescribe  regulations  governing  the 
place  and  manner  of  disposal,  and  in  fact  specifically  prohibits  the 
department  from  taking  this  step. 

In  view  of  these  circumstances  the  State  Department  of  Public 
Health  takes  the  following  position : 

1.  We  consider  the  AEC  license  provisions  as  the  only  present 
legally  binding  requirements  on  the  discharger  as  to  place  and 
manner  of  disposal  except  for  the  statutory  provisions  on  garbage 
(as  set  forth  in  Sections  4400-4404,  Health  and  Safety  Code) 
which  require  a  minimum  distance  for  garbage  from  shore  of 
20  miles. 

And  I  should  explain  at  this  point  the  garbage  is  so  defined  in 
that  section  in  broad  enough  terms  that  we  have  been  advised  by 
the  Attorney  General  that  the  material  we  are  talking  about  is 
caught  within  the  definition  of  garbage  so  that  this  20-mile  statute 
at  least  would  apply. 

2.  We  strongly  urge  that  studies  be  carried  out  which  will  furnish  a 
sound  basis  for  establishing  on  the  Pacific  Coast  requirements  for 
safe  ocean  disposal  of  radioactive  wastes. 

3.  We  strongly  urge  that  when  such  studies  have  been  completed  the 
AEC  establish  its  license  requirements  in  light  of  the  results  of 
the  study. 

4.  In  the  meantime,  we  will  continue  to  urge  compliance  with  the 
voluntary  agreement.  *  *  * 
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Senator  Miller:  Mr.  Stead,  as  a  matter  of  fact  the  Federal  Govern- 
ment has  pre-empted  this  field,  have  they  not? 

Mr.  Stead :  To  the  best  of  our  knowledge  the  Federal  Governmeiil 
stands  supreme  in  the  regulation  by  license  of  the  disposal  of  radio- 
active wastes.  Perhaps  the  actual  text  of  the  telegram  which  we  sent  to 
the  Atomic  Energy  Commission  might  be  of  interest  here.  The  wire 
which  we  sent  on  April  30th  to  the  Director  of  Licensing  and  Regula- 
tion said  as  follows:  "Your  recent  license  to  Nuclear  Engineering  Com- 
pany, AValnut  Creek,  California,  provides  that  licensees  shall  dispose  of 
waste  in  the  Pacific  Ocean  in  a  prescribed  area,  thus  in  effect  nullifying 
the  voluntary  agreement  between  official  California  agencies  and  firms 
licensed  by  the  AEC  to  dispose  of  radioactive  wastes  at  sea.  Was  this 
your  intention?  We  had  assumed  that  AEC  would  not  oppose  any  State 
requirement  more  restrictive  than  the  provisions  of  an  AEC  license.  Is 
this  corerct?"  The  reply  is  signed  by  Mr.  H.  L.  Price,  Director  of  the 
Division  of  Licensing  and  Regulation  and  addressed  to  Dr.  Malcolm  H. 
Merrill,  Director  of  the  Department  of  Public  Health,  is  as  follows : 
"Regarding  your  telegram  September  3()th  license  to  Nuclear  Engineer- 
ing Company  has  not  yet  been  granted.  The  notice  of  proposed  issuance 
of  a  license  which  was  published  by  us  erroneously  prescribed  a  specific 
area  in  the  Pacific  Ocean  for  waste  disposal.  Any  license  which  we  issue 
in  this  case  will  omit  specific  location  requirements  and  in  place  thereof 
will  specify  a  minimum  depth."  Now  it  would  seem  to  us  that  in  light 
of  the  interchange  of  this  communication  and  of  the  presence  of  the 
San  Francisco  Operations  Office  of  AEC  at  the  meeting  where  the  vol- 
untary agreement  was  reached  and  in  light  of  the  comments  and  state- 
ments that  have  been  made  in  public  meetings  by  the  Atomic  Energy 
Commission  that  it  might  be  said  that  there  is  a  feeling  on  the  part  of 
the  Atomic  Energy  Commission  that  states  do  have  a  legitimate  field 
of  interest  here  to  exercise  a  more  restrictive  rule  than  that  of  the 
agency  itself.  But  as  far  as  the  Atomic  Energy  Act  itself  goes,  and  in 
the  absence  of  any  state  law  or  regulation  to  the  contrary  at  the  present 
moment,  this  can  only  be  accomplished  by  a  voluntary  agreement. 

Senator  Miller:  According  to  the  act,  you  don't  really  have  anything 
to  say  about  it,  do  you  ? 

Mr.  Stead :  No  sir,  not  according  to  the  act. 

Senator  Miller :  So  that  as  far  as  their  licenses  are  concerned,  you 
cannot  tell  them  what  they  can  do.  You  have  a  Code  Section  25601 
under  which  if  you  feel  that  they  are  endangering  life  or  health  you 
may  cite  them  as  licensees,  is  that  possible  ? 

Mr.  Stead :  Under  the  section  you  refer  to  and  the  following  sections 
we  may  first  issue  an  order,  then  institute  court  proceedings  to  restrain. 

Senator  Miller:  But  you  can't  tell  them  where  to  dump  it? 

Mr.  Stead :  We  cannot  give  them  an  order.  We  can  give  them  advice 
and  recommendations  as  we  understand  it.  *  *  * 

Senator  Miller :  All  you  have  really  done  is  carry  on  an  educational 
campaign  asking  them  to  drop  in  at  least  2,000  fathoms  of  water  within 
those  various  latitudes  and  longitudes  and  you  hope  they  do  it. 

Mr  Stead :  That 's  right.  *  *  *  One  question  that  was  asked  earlier 
had  to  do  with  why  we  worried  about  radioactivity  in  fish.  We  are 
worried  about  radioactivity  in  fish  simply  because  it  is  an  article  of 
human  diet  and  the  question  that  was  asked,  are  fish  being  monitored 
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today,  the  ansAver  is  no,  although  in  a  very  few  instances  the  Federal 
Food  and  Drug-  Administration  has  checked  on  some  of  the  tuna  and 
other  large  fisli  that  have  come  from  a  great  distance.  There  is  no  cur- 
rent monitoring  program. 

TESTIMONY  OF  DR.  JOHN   ISAACS,  SCRIPPS  INSTITUTION 
OF  OCEANOGRAPHY 

Technical  testimony  relating  to  oceanographic  conditions  was  fur- 
nished by  Dr.  John  Isaacs  of  Scripps  Institution  of  Oceanography,  La 
Jolla,  a  branch  of  the  University  of  California.  He  noted  that  through 
the  interest  of  the  National  Academy  of  Science  and  the  National  Com- 
mittee on  Radiation  Protection,  a  subcommittee  has  been  established  to 
consider  the  problem  of  sea  disposal  of  low-level  radioactive  waste  as  it 
applies  in  particular  to  the  Pacific  Ocean  off  the  Pacific  Coast. 

Dr.  Isaacs :  The  committee  resolved  that  it  would  undertake  to  advise 
a  safe,  practical  system  for  the  disposal  of  low-level  radioactive  w^astes 
in  the  ocean  off  the  Pacific  Coast  of  North  America,  including  the  area 
from  Southern  California  to  southern  Alaska.  The  committee  went  on 
record  to  say  that  the  recommendations  will  no  doubt  be  highly  con- 
servative because  of  the  multitude  of  unknown  factors.  *  *  * 

Senator  Williams:  Then,  doctor,  until  such  time  as  you  have  com- 
pleted the  first  phase  of  this  study  and  filed  your  report  do  you  feel 
just  in  your  own  mind  that  the  Department  of  Fish  and  Game  is  justi- 
fied in  their  request  that  these  disposals  be  made  in  depths  of  2,000 
fathoms  ? 

Dr.  Isaacs:  Well,  Senator  Williams,  may  I  answer  this  by  circum- 
locution. 

Senator  Williams:  I  don't  mean  to  embarrass  you.  Just  give  me  your 
view. 

Dr.  Isaacs:  That  is  what  I  would  like  to  talk  to  you  about.  Our  feel- 
ing is  somewhat  different,  I  think.  Our  feeling  is  we  ought  to  know 
these  facts.  We  will  say  right  now  the  amount  of  disposal  is  nothing. 
I  am  not  stating  this  for  the  rest  of  the  committee  or  the  expression 
of  Scripps  in  general,  but  I  feel  that  we  are  in  the  position  of  the  first 
camper  alongside  the  Sacramento  River  in  1835,  or  something  like  that. 
It  would  have  been  very  nice  to  have  known  what  the  Sacramento  River 
looked  like  before  you  have  ten  million  people  start  using  it  for  the 
.ame  purposes  that  the  fir.st  camper  did.  I  don't  think  this  disposal  that 
we  are  talking  about  now  has  been  of  any  significance.  That  is  so  far. 

Senator  Miller :  As  far  as  damage  is  concerned "? 

Dr.  Isaacs:  As  far  as  damage  is  concerned.  On  the  other  hand  con- 
tinuing this  will  make  it  increasingly  difficult  to  find  out  what  the  real 
balance  is,  the  real  truth  of  the  matter  in  saying  what  is  the  background 
of  the  fisheries,  where  is  the  radioactivity  coming  from,  is  it  coming 
from  fallout  or  is  it  coming  from  disposal  and  questions  of  this  nature 
are  going  to  be  very  difficult  to  answer  if  this  continues  in  shallow 
water,  or  what  I  call  shallow  water.  Now  there  are  lots  of  reasons  to 
think  that  2,000  fathoms  is  not  a  bad  bet  to  start  with  anyway  in  the 
present  lack  of  knowledge  of  keeping  this  out  of  important  fisheries  or 
at  least  making  it  more  distant  from  them. 
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Senator  Williams:  Because  2,000  fathoms,  doctor,  that  water  doesn't 
move  much,  is  that  right? 

Dr.  Isaacs :  Well,  it  moves  some,  all  rioht,  bnt 

Senator  Williams:  Bnt  I  mean  it  doesn't  keep  coming  to  the  surface 
like  it  would  if  you  were  in  very  shallow  water? 

Dr.  Isaacs:  That  is  our  opinion  and  there  are  several  other  opinions 
here.  One  thing  is  that  the  sediments  in  this  deeper  water  are  not  as 
likely  to  be  anaerobic,  that  is  rotten-egg  smelling,  they  are  muds,  they 
are  likely  to  be  a  clean-smelling  class.  It  is  a  possibility,  though,  these 
nearer  shore  sediments  attack  disposal  much  more  rapidly  for  the 
reason  they  have  much  more  putrefaction,  particularly  in  these  basins. 
Although  they  are  not  stagnant  there  is  exchange,  but  they  will  hold  the 
radioactivity  for  a  long  time  and  then  the  fact  that  fisheries  are  getting 
deeper  and  we  have  already,  there  are  commercial  fisheries  to  600 
fathoms,  1,200  fathoms,  there  are  commercial  fish.  How  many  I  don't 
know.  It  does  look  like  a  good  guess  is  2,000  fathoms  for  the  time 
being.  *  *  * 

One  of  the  astonishing  things  about  the  ocean  is  that  there  is  a 
great  series  of  creatures  that  makes  a  migration  every  day  from  con- 
siderable depths  to  the  surface  every  night.  This  is  a  tremendous 
transport.  This  is  such  a  large  amount  of  organism  that  it  obscures  the 
sonar  sonics  of  antisubmarine  search.  These  creatures,  many  of  them 
come  clear  to  the  surface.  Others  that  are  feeding  on  these  follow  them 
somewhat  and  one  of  the  critical  things  in  this  whole  problem  is  this 
organic  migration.  These  little  organisms,  these  mactophids  or  lantern 
fish  are  a  great  part  of  the  food  of  the  tuna  and  they  make  this  migra- 
tion every  day. 

TESTIMONY  OF  CAPT.  J.  J.  HUTSON,  JR.,  U.  S.  COAST  GUARD 

The  only  agency  which  has  direct  responsibility  for  the  safety  of 
shipping  and  ocean  transport  is  the  United  States  Coast  Guard.  The 
extent  of  Coast  Guard  jurisdiction  and  regulations  adopted  thereunder 
were  explained  to  the  committee  by  Capt.  J.  J.  Ilutson,  Jr.,  Captain 
of  the  Port  of  San  Francisco. 

Captain  Hutson :  Title  46  of  the  Code  of  Federal  Regulations,  Part 
146.25,  has  to  deal  with  extremely  dangerous  poisons  and  radioactive 
materials  considered  as  Class  D  poisons.  This  chapter  deals  mainly  with 
shipping  by  common  water  carrier  on  interstate  or  foreign  trips,  rather 
than  intrastate  or  within  local  limits.  The  Coast  Guard  is  naturally  very 
interested  in  anything  which  may  endanger  the  ports  or  the  Nation  or 
the  State.  Where  it  is  not  the  statutory  duty  of  the  Coast  Guard  to 
supervise  or  escort  a  shipment  of  radioactive  materials  to  sea,  our 
interests  in  the  shipment  from  a  safety  standpoint  may  dictate  that  at 
the  request  of  some  local  authority  or  federal  authority,  we  may  be  able 
to  assist.  Actually,  the  Code  of  Federal  Regulations  were  written  for 
the  shipment  of  radioactive  materials — not  the  waste  material. 

Senator  Miller :  Captain,  has  your  Coast  Guard  District  escort(Hl  any 
of  the  disposal  ships  disposing  of  this  waste  out  to  sea? 

Captain  Ilutson :  No  radioactive  materials  have  been  escorted  that  I 
know  of.  We  have  escorted  some  AVorld  War  II  gases  that  were  disposed 
of  by  the  Army. 
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Senator  Miller :  Somebody  testified  here  that  the  Navy  had  disposed  of 
some  radioactive  waste. 

Captain  Huston :  The  Navy  has,  sir. 

Senator  Miller:  But  that  isn't  under  your  jurisdiction,  or  you  have 
nothing  to  do  with  that? 

Captain  Hutson :  No,  we  would  not  be  involved  where  other  govern- 
ment agencies  are  concerned,  unless  they  request  our  assistance,  and  if 
the  radioactive  wastes  are  shipped  in  a  government  vessel,  the  Coast 
Guard  would  not  supervise  that  unless  requested  to  do  so. 

Senator  Miller :  If  it  was  shipped  by  a  private  firm,  would  the  Coast 
Guard  have  charge  of  that  ? 

Captain  Hutson :  We  would  be  interested  if  it  were  shipped  by  water 
carrier  or  common  carrier  vessel  in  interstate  or  foreign  voyage.  How- 
ever, disposal  of  radioactive  waste  most  likely  would  be  barged  out  to 
the  dumping  area  and  dropped  oflp  the  barge  at  sea. 

Senator  Miller :  How  about  if  it  were  a  proprietary  vessel  or  owned 
by  the  user  of  the  isotope  and  the  waste  Avas  that  which  was  owned  or 
under  license  to  the  same  user,  do  you  still  have  jurisdiction? 

Captain  Hutson :  We  have  jurisdiction  if  it  were  a  common  carrier. 

Senator  Miller:  Not  if  it  is  owned  by  the  company  that  uses  it  and 
they  don 't  transport  cargo  for  hire  ? 

Captain  Hutson :  That  would  be  my  interpretation,  sir. 

Mr.  Grafe :  Is  there  some  other  agency  that  would  have  jursidiction 
over  these  barg-es  and  seagoing  tugs,  seeing  as  how  they  are  outside  the 
territorial  limits  of  the  United  States? 

Captain  Hutson :  The  barge  would  have  to  be  certificated  for  ocean 
going  barges  possibly  by  our  Marine  Inspection  Department  before  it 
were  permitted  to  sail  outside. 

Senator  Erhart :  You  would  only  le  interested  in  whether  the  barge 
wa.'^  seaworthy  or  not? 

Captain  Hutson  :  That  is  correct. 

Senator  Erhart :  Not  at  all  in  regard  to  what  he  carried? 

Captain  Hutson :  That  is  correct. 

Mr.  Grafe :  In  other  words,  even  if  there  was  a  federal  regulation 
whereby  such  wastes  had  to  be  disposed  in  2,000  fathoms,  unless  there 
was  some  specific  authority  or  unless  there  was  an  actual  request,  you 
wouldn't  police  that  to  make  sure  it  was  done  at  2,000  fathoms? 

Captain  Hutson :  That  is  correct.  At  the  present  time  the  Coast 
Guard  is  not  equipped  hy  personnel  nor  boarding  units  to  make  trips 
to  sea  to  accompany  all  the  disposal  trips  that  you  may  have  in  the 
future.  Right  now  I  don 't  know  of  too  many  trips.  The  Navy  has  made 
a  few.  The  Coast  Guard  has  taken  an  occasional  drum  of  radioactive 
material  to  sea  and  dumped  it  for  the  licensees,  but  I  do  not  know  of 
any  large  scale  movement  of  radioactive  waste. 

TESTIMONY  OF  A.  C.  BLACKMAN,  DIVISION  OF  INDUSTRIAL  SAFETY 

The  committee  also  heard  from  ]\lr.  A.  C.  Blackman,  Chief  of  the 
Division  of  Industrial  Safety,  Department  of  Industrial  Relations,  San 
Francisco;  and  also  a  member  of  the  Advisory  Committee  of  State 
Officials  to  the  AEC.  This  committee  was  established  by  the  AEC  late 
in  1955  as  a  means  of  obtaining  the  views  and  advice  of  State  regu- 
latory agencies  in  connection  with  the  AEC  regulatory  activities  in  the 
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field  of  public  health  and  safety.  His  testimony  concerned  the  status 
of  the  State  in  relation  to  the  Federal  Government : 

Mr.  Blackman :  The  Atomic  Energy  Commission  proposed  regulations 
and  when  they  did  this  they  called  the  various  state  department  repre- 
sentatives in  and  asked  them  to  sit  down  with  them  and  discuss  the 
problems  and  feeling  the  necessity  for  this  important  co-operation 
between  federal  and  state  agencies.  I  think  it  should  be  said  some  time 
today,  at  least,  and  I  will  take  it  on  myself  to  say  it,  on  behalf  of  the 
Atomic  Energy  Commission,  that  they  have  basically  stated  that  they 
hope  the  states  will  assume  their  responsibilities  in  the  field  of  radiation 
protection  enforcement. 

Senator  Miller :  Since  passage  of  the  Atomic  Energy  Act  of  1954 
have  you  had  any  increase  in  authority,  or  have  you  been  given  any 
authority  whatsoever  from  the  AEC? 

Mr.  Blackman:  No,  they  haven't  given  the  State  any  authority. 

Senator  Miller :  You  have  had  some  correspondence  with  them  ? 

Mr.  Blackman :  We  have  talked  to  them  constantly.  I  can  say  this, 
we  have  the  best  kind  of  co-operation  and  co-ordination  on  a  telephonic 
and  mutual  arrangement  basis  that  you  could  possibly  have. 

Senator  Miller :  But  this  is  a  working  day-to-day  agreement? 

Mr.  Blackman:  That's  right. 

Senator  Miller :  As  a  matter  of  fact  you  don 't  have  anything  by  way 
of  a  departmental  regulation  or  commission  regulation  or  departmental 
regulations  flowing  from  Washington  that  gives  you  any  authority  to 
do  anything? 

Mr.  Blackman:  No. 

Senator  Miller :  You  don 't  have  a  memorandum  as  a  matter  of  fact 
to  give  you  any  authority  to  do  anything,  do  you? 

Mr.  Blackman :  No. 

TESTIMONY  OF   PAUL   BONDERSON,   STATE   WATER   POLLUTION 
CONTROL  BOARD 

The  role  played  by  the  state  and  regional  water  pollution  control 
boards  insofar  as  the  disposal  of  radioactive  waste  is  concerned,  was 
outlined  to  the  committee  by  Mr.  Paul  Bonderson,  executive  officer  of 
the  State  Water  Pollution  Control  Board,  Sacramento : 

Mr.Bonderson :  First,  we  recognize  that  the  disposal  of  radioactive 
waste  is  a  new  and  growing  problem  and  since  the  nature  of  such  wastes 
presents  a  particularly  serious  potential  problem,  unusual  care  must  be 
exercised  in  disposal  of  radioactive  material. 

Second,  the  significance  of  the  problem  was  recognized  by  the  state 
board  in  1952.  At  that  time  the  board  initiated  a  program  for  sampling 
California's  lakes  and  streams  for  radioactive  content.  Semiannual 
samples  have  been  collected  since  1952  at  approximately  150  stations. 
You  may  be  interested  in  knowing  that  the  results  have  not  shown  a 
significant  increase  in  radioactivity  during  this  six-year  period. 

Third,  radioactive  wastes  are  subject  to  regulation  under  the  pro- 
visions of  the  California  Water  Pollution  Control  Act.  Radioactive 
wastes  fall  within  the  statutory  definition  of  sewage  and  industrial 
waste  and  the  improper  disposal  of  such  waste  could  constitute  a  con- 
dition of  contamination  and/or  pollution. 
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Fourth,  a  situation  causing  an  actual  hazard  to  the  public  health  is 
defined  in  the  Water  Code  as  a  contamination  and  an  abatement  may 
be  ordered  by  health  authorities.  The  regulatory  relationships  between 
the  Pollution  Control  Board  and  health  departments  relating  to  the 
discharge  of  radiological  wastes  are  parallel  to  those  outlined  in  the 
Water  Code  and  Plealth  and  Safety  Code  pertaining  to  contamination. 
The  San  Francisco  regional  board  has  established  requirements  for  the 
discharge  of  wastes  from  the  General  Electric  Vallecitos  Atomic  Energy 
Laboratory  to  assure  that  surface  and  ground  waters  are  not  being  ad- 
versely affected.  The  company  has  been  required  to  sample  and  analyze 
their  waste  discharge  in  the  receiving  waters  in  this  area.  The  regional 
board  also  has  a  sampling  program  as  an  additional  check. 

The  Los  Angeles  regional  board  is  required,  or  has  required  the  City 
of  Los  Angeles  and  the  Los  Angeles  County  Sanitation  District  to 
sample  and  analyze  daily  for  radioactive  materials  in  the  sewage  dis- 
charges. There  is  some  question  regarding  the  board's  jurisdiction  for 
waste  barged  to  sea  for  disposal  beyond  the  three-mile  limit. 

Your  secretary  suggested  that  I  report  on  the  board's  plans  for  an 
international  conference  on  waste  disposal  in  the  marine  environment. 
It  is  planned  to  have  such  a  conference  in  June,  1959,  at  Berkeley,  with 
the  universitj^  and  the  state  board  being  cosponsors. 

There  are  four  primary  objectives  to  such  a  conference.  First,  to 
bring  together  data  developed  by  the  numerous  contractors  of  the  State 
Water  Pollution  Control  Board,  and  I  would  like  to  digress  for  a  mo- 
ment and  point  out  to  the  committee  that  the  State  Water  Pollution 
Control  Board  has  a  rather  sizeable  research  program  on  projects  asso- 
ciated with  the  disposal  of  sewage  to  the  marine  environment.  This  has 
been  going  on  for  approximately  two  years  and  is  being  financed  in  the 
extent  of  about  $200,000  a  year. 

It  is  expected  that  this  research  program  will  continue  for  another 
three  or  four  years.  Our  second  objective  in  this  conference  is  to  stimu- 
late cross-fertilization  of  ideas  between  related  scientists,  engineers  and 
other  interested  parties  and  agencies.  Our  third  objective  is  to  stimulate 
interest  and  research  in  marine  pollution  problems. 

Our  last  objective  is  to  bring  about  a  critical  re-evaluation  and  ap- 
praisal of  marine  pollution  research  in  California  by  qualified  scien- 
tists from  other  states  and  nations. 

The  program  will  last  for  three  days  and  we  have  six  major  subjects 
to  be  considered:  (1)  public  health  considerations,  (2)  effects  of  waste 
on  marine  biota,  (3)  marine  disposal  considerations,  (4)  nearshore 
oceanography,  (5)  receiving  water  analyses,  (6)  estuarine  hydrography. 
And  here  again  we  are  hoping  we  can  have  speakers  not  only  from 
California,  but  some  of  the  outstanding  experts  that  have  been  studying 
this  in  other  parts  of  the  world. 

TESTIMONY  OF  A.  L.  BAIETTI,  U.  S.  NAVAL  RADIOLOGICAL 
DEFENSE  LABORATORY 

First-hand  testimony  on  waste  disposal  operations  was  presented  to 
the  committee  by  health  physicist  A.  L.  Baietti,  Chief  of  the  Health 
Physics  Division  of  the  U.  S.  Naval  Radiological  Defense  Laboratory, 
San  Francisco.  This  agency  has  been  a  disposer  of  radioactive  waste — 
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resulting  from  its  own  work  and  that  from  University  of  California 
Eadiation  Laboratory — since  1950  and  through  its  overall  experience 
must  be  considered  an  expert  in  this  field.  Strangely  enough,  however, 
this  agency  was  not  invited  to  participate  in  the  discussions  leading 
to  the  voluntary  agreement  between  disposers  and  state  agencies. 

Mr.  Baietti :  The  dumping  of  radioactive  waste  into  the  ocean  off 
the  cost,  near  San  Francisco,  actually  started  some  time  prior  to  1950. 
The  first  dumping  site  was  located  at  37°  38'  N.,  123°  09'  W.  in  539 
fathoms  (approximately  3,200  feet  of  water).  Records  of  all  radio- 
active material  dumped  by  the  Navy  have  been  maintained  at  the  Naval 
Radiological  Defense  Laboratory.  *  *  *  The  laboratory  requested  and 
was  licensed  to  dump  at  sea,  radioactive  waste  for  all  government 
agencies  in  the  Bay  area.  In  order  to  obtain  such  a  license  it  was  neces- 
sary for  the  laboratory  to  submit  a  satisfactory  plan  for  packaging 
the  wastes  and  to  specify  the  dumping  location.  In  consideration  of 
the  recommendations  of  the  National  Committee  on  Radiation  Protec- 
tion as  contained  in  the  National  Bureau  of  Standards  Handbook  58, 
Radioactive  Waste  Disposal  in  the  Ocean,  the  dumping  site  was  changed 
to  an  area  whose  center  is  located  at  37°  41'  N.,  123°  25'  W.  The  aver- 
age water  depth  at  this  point  is  more  than  1,300  fathoms.  Incidentally, 
this  same  area  has  been  designated  by  the  Twelfth  Naval  District  as 
the  dumping  site  for  explosives  and  toxic  chemical  ammunition. 

I  am  happy  to  report  that  the  sea  disposal  operations  have  proceeded 
quite  smoothly  with  only  minor  operational  problems.  From  1954  to 
August,  1958,  3,762  drums  (total  weight  1,500  tons)  and  67  concrete 
blocks  (total  weight  240  tons)  were  dumped  at  sea.  This  material  was 
generated  by  various  Department  of  Defense  agencies  in  the  Bay  area 
and  disposed  of  by  the  Naval  Radiological  Defense  Laboratory  under 
the  authorization  received  from  the  Atomic  Energy  Commission.  It  is 
estimated  that  the  total  radioactivity  dumped  is  about  100  curies  dur- 
ing the  period  cited.  As  a  reference  point,  may  I  explain  that  100 
curies  would  equal  the  radioactivity  in  100  grams  of  radium.  An 
ordinary  radium  dial  wrist  watch  might  contain  one-millionth  of  a 
gram  of  radium.  Our  records  show  that  over  this  same  time  period 
the  University  of  California  Radiation  Laboratory,  both  at  Berkeley 
and  Livermore,  dumped  5,815  drums  (total  weight  1,950  tons)  and 
135  concrete  blocks  (total  weight  500  tons).  The  radioactivity  involved 
was  somewhat  higher,  an  estimate  of  about  1,000  curies  should  repre- 
sent an  upper  limit.  The  total  amount  of  radioactive  waste  dumped 
at  sea  from  1954  to  date  would  then  be  about  1,100  curies.  I  believe 
the  Atomic  Energy  Commission  has  estimated  that  a  grand  total  of 
10,000  curies  had  been  dumped  in  the  ocean  area  adjacent  to  California 
by  federal  agencies  and  their  contractors  from  1946  through  1956, 
This  includes  the  waste  dumped  in  the  Santa  Cruz  Basin. 

I  would  like  to  emphasize  clearly  that  the  U.  S.  Naval  Radiological 
Defense  Laboratory  does  not  think  that  the  present  practice  of  ocean 
disposal  is  the  final  answer  to  the  waste  disposal  problem.  It  is  our 
considered  opinion  that  the  present  practice  is  more  than  adequate 
for  the  levels  of  waste  as  they  are  now  being  generated  and  packaged 
in  the  Bay  area.  I  tliink  it  would  be  safe  to  assume  that  100  to  1,000 
times  the  total  quantity  deposited  to  date  could  be  safely  discharged  at 
the  present  dumping  site,  using  the  packaging  techniques  that  are  now 
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authorized.  The  waste  that  has  been  dumped  to  date  is  considered  low 
level  waste  as  contrasted  to  the  high  level  waste  originating  at  Atomic 
Energy  Commission  installations  such  as  Hanford,  which  are  stored 
in  underground  tanks. 

On  the  basis  of  several  technical  studies,  it  has  been  estimated  that 
by  1980  nuclear  power  reactors  alone  will  be  generating  57  billion 
curies  of  radioactivity  contained  in  60  million  gallons  of  waste.  This, 
of  course,  is  an  estimate  of  the  high  level  waste  only.  The  comparable 
amount  of  low  level  waste  will  be  determined  in  part  bj^  the  techniques 
used  for  handling  the  high  level  waste.  This  estimate  certainly  indi- 
cates that  sizable  quantities  of  radioactiA^e  material  must  be  handled. 

The  Chairman :  In  summary  your  statement  would  indicate  that  the 
Fish  and  Game  Department  have  no  reason  of  any  concern  or  con- 
tamination from  the  present  dumping. 

Mr.  Baietti :  That  is  my  considered  opinion,  yes  sir. 

Mr.  Grafe:  Mr.  Baietti.  one  more  question  please.  I  notice  from  the 
roster  of  attendance  at  the  meeting  held  in  the  State  Department  of 
Health  Building  in  Berkeley  on  ]\Iay  13th  out  of  which  arose  a  certain 
voluntary  agreement  that  was  referred  to  yesterday,  that  the  Navy 
Eadiological  Defense  Laboratory  was  not  present.  Is  the  committee  to 
assume  you  are  not  a  party  to  the  voluntary  agreement? 

Mr.  Baietti:  I  would  say  that  this  is  an  indication  we  were  not  in- 
vited. I  think  if  we  were  asked  w^e  would  have  attended. 

Mr.  Grafe:  In  other  words,  as  far  as  the  laboratory  is  concerned, 
you  will  abide  by  the  existing  regulations  to  dispose  at  1,000  fathoms 
in  this  designated  area? 

Mr.  Baietti :  We  feel,  in  accordance  with  the  material  that  is  now 
being  generated  and  the  way  it  is  being  packaged,  this  is  adequate. 
We  are  not  saying  this  is  the  final  solution  to  the  problem,  but  we  say 
it  certainly  is  taking  proper  care  of  the  problem  up  to  now. 

TESTIMONY  OF  J.  E.  LAW,  NUCLEAR  ENGINEERING  CO. 

The  committee  invited  waste  disposal  licensees  to  appear  and  explain 
their  operations.  One  of  these  was  Nuclear  Engineering  Company  Inc., 
of  Walnut  Creek,  represented  by  Mr.  J.  E.  Law,  a  health  physicist  and 
officer  of  the  corporation. 

Mr.  Law :  Our  packaging  procedures  are  weU  outlined  in  our  applica- 
tion which  is  of  public  record  back  in  Washington,  but  basically  it  boils 
down  to  50-gallon  steel  drums  which  have  been  coated  with  an  asphaltic 
emulsion  which  retards  the  deterioration  of  the  drum  to  such  an  extent 
that  we  feel  that  the  drums  will  stay  intact  for,  let's  say,  a  hundred, 
two  hundred  years. 

We  have  been  in  the  waste  disposal  business  for  approximately  a 
year  and  a  half.  We  have  not  yet  taken  anything  to  sea  and  this  is 
primarily  a  matter  of  economics,  of  not  having  a  volume  large  enough 
to  warrant  a  trip  to  sea  at  the  present  time.  Our  material  is  being 
stored  at  present  in  Cowell,  in  Contra  Costa  County.  I  don't  know 
w^hether  you  are  familiar  with  the  area.  It  is  out  in  the  middle  of 
nowhere  in  an  old  cement  plant  over  there,  and  one  of  the  aggregate 
bins  is  being  used  for  our  storage.  I  estimate  we  have  something  on  the 
order  of  about  25  curies  total  activity  in  about  400  drums,  and  also 
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something  in  the  order  of  135  to  140  grams  of  special  nuclear  material, 
which  is  Uranium  235. 

When  we  dispose  of  waste  at  sea,  we  supply  to  the  State  Public 
Health  Department  an  actual  invitation  to  the  State  to  come  out  and 
ride  out  to  sea  with  us.  We  give  to  the  AEC  in  Washington,  the  AEC 
San  Francisco  Operations  Office  and  to  the  State,  documentations  of 
the  amount  of  drums  we  have  disposed  of  and  the  number  of  curies  or 
special  nuclear  material  that  have  been  disposed  of  at  that  particular 
time. 

TESTIMONY  OF  R.  N.  DONELSON,  ISOTOPES  SPECIALTIES  CO. 

Another  licensee  heard  from  was  the  Isotopes  Specialties  Company  of 
Burbank,  represented  by  Mr.  R.  N.  Donelson.  Although  this  firm  is 
licensed  to  dispose  of  Avastes,  it  is  primarily  in  the  business  of  process- 
ing and  redistributing  radioactive  materials  in  commercial  form. 

Mr.  Donelson :  We  have  to  date  made  no  disposal  of  radioactive 
material  in  the  ocean.  We  have  accumulated  approximately  20  curies 
which  we  are  presently  storing  preparatory  to  disposal  in  the  ocean. 
*  *  *  Our  license  includes  notification  to  the  Commission,  the  Coast 
Guard  and  the  State  of  California  some  10  or  15  days  prior  to  the 
actual  disposal. 

TESTIMONY  OF  COL.  V.   F.   LA  PIANA,  SIXTH  ARMY  CHEMICAL  OFFICER 

Another  source  of  possible  marine  environment  contamination  ex- 
plored by  the  committee  was  that  which  might  result  from  the  disposal 
of  toxic  gases  and  explosives  by  the  armed  services.  Testimony  on  this 
subject  was  presented  by  Col.  V.  F.  La  Plana,  Chemical  Officer,  Sixth 
Army  Head(iuarters,  San  Francisco.  He  explained  that  gases  had  been 
disposed  of  in  the  ocean  in  heavy  steel  containers,  which  were  placed 
in  the  cargo  compartments  of  a  surplus  liberty  ship,  which  was  towed 
to  the  dumping  grounds  and  sunk  in  2,000  fathoms.  As  the  gases  are 
heavier  than  w^ater,  it  was  asserted  they  should  cause  no  danger  to 
marine  life  in  shallower  depths,  even  should  the  containers  leak,  which 
was  said  to  be  not  probable. 

Col.  La  Plana :  In  April  of  this  year,  we  arranged  for  the  disposal  of 
approximately  10,000  tons  of  toxic  AVorld  War  II  gas  by  dumping  at 
sea  off  the  shores  of  the  State  of  California. 

AVe  have  no  regular  program  for  disposing  of  toxic  gases  in  the  area. 
We  may  have  though  in  the  future  on  occasions  to  again  request,  or 
again  require  the  disposal  of  gases  from  this  area. 

TESTIMONY  OF  C.  H.  ESCHER,  BAY  CITIES  TRANSPORTATION  CO. 

One  other  area  of  concern  to  the  committee  is  the  integrity  and  re- 
liability of  ocean  transport  firms  that  may  contract  to  carry  out  the 
actual  sea  disposal  of  radioactive  waste.  The  danger  was  vividly 
pointed  up  by  Mr.  C.  H.  Escher,  Vice  President  of  Bay  Cities  Trans- 
portation Co.,  San  Francisco.  This  firm  has  a  long  and  honorable  repu- 
tation in  its  field,  and  has  handled  disposals  of  poison  gases  referred 
to  in  earlier  testimony  by  Colonel  LaPiana.  This  company  has  also  been 
engaged  for  a  number  of  years  in  handling  explosives  for  shipment  by 
Bay  area  manufacturers.  Its  testimony  was  presented  to  sbo-r  tha*'  +her« 
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is  safe  and  seaworthy  equipment  available,  and  reliable  firms  to  operate 
it. 

Mr.  Escher :  The  rules  and  regulations  that  are  being  drawn  up  are 
absolutely  useless  unless  proper  and  seaworthy  floating:  equipment  is 
used  for  the  disposal  of  atomic-  waste  material  at  sea.  We  have  seen  it 
happen  time  and  time  again  where  tug  and  barge  work  has  been  given 
to  thoroughl}'  unreliable  concerns  in  order  to  save  a  few  dollars.  Many 
times  we  have  been  called  upon  to  help  the  low  bidder  out  when  he 
has  got  himself  in  trouble. 

TESTIMONY  OF   NELSON   GARDEN,   UNIVERSITY  OF  CALIFORNIA 
RADIATION   LABORATORY 

Recognized  as  one  of  the  leading  pioneers  in  the  development  of 
atomic  energ}^  from  theoretical  equations  on  a  blackboard  to  actual 
fruition  is  the  University  of  California  Radiation  Laboratory.  To 
chronicle  the  many  achievements  of  this  facility  and  li.st  the  numerous 
researchers  of  international  renown  and  the  work  they  have  done, 
would  require  a  volume  many  times  the  size  of  this  report.  Suffice  to 
say  that  the  committee  feels  a  large  measure  of  reliance  should  be 
placed  on  the  opinions  and  findings  of  scientists  from  this  laboratory 
because  of  their  vast  experience  in  this  hyper-technical  field.  The  UCRL 
was  represented  by  Mr.  Nelson  Garden,  who  has  charge  of  safety 
features  of  operations  carried  on  by  this  facility. 

Mr.  Garden :  I  have  the  responsibility  at  the  radiation  laboratory 
for  seeing  that  people  and  property  are  not  damaged  by  radioactivity, 
and  part  of  that  responsibility  is  the  disposal  of  radioactive  wastes. 
V>^e  consider  that  the  procedures  which  we  have  follow^ed  provided  ade- 
quate safe  packages  for  the  disposal.  I  would  be  very  much  disturbed 
if  there  were  probabilities  that  man-made  radioactivity  could  get  into 
sea  water  in  troublesome  amounts. 

it  may  be  helpful  to  clarify  a  few  terms  and  organize  our  thinking  in 
certain  steps  which  seem  logical  to  me.  First,  to  a  great  extent  the  radio- 
ac  ive  wate  being  conside.'cd  here  is  that  fraction  of  the  material  that 
(au't  be  reclaimed  from  some  process.  It  is  like  flour  in  a  bakery 
that  th  y  sweep  up  from  the  floor  at  the  end  of  the  day.  The  radio- 
active material  we  are  disposing  of  as  wa^te  is  that  from  wash  water, 
from  Kleenex  that  has  been  used,  from  glassware,  piping,  gloves,  and 
.such  items  that  are  left  when  a  project  is  ended. 

Second,  we  are  only  considering  low-level  waste  here.  Now,  low-level 
waste  will  vary  from  the  opinion  of  individual  to  individual.  From  the 
standpoint  of  waste  disposal,  any  amount  that  can  be  transported  can 
be  considered  low-level  enough  for  sea  disposal.  It  [is  of  a  type  that] 
could  sit  in  this  room  safely  for  an  indefinite  time,  and  it  could  sit  at 
the  bottom  of  the  sea  even  more  safetly  for  a  long  time. 

The  packaging  of  our  radioactive  material  for  sea  disposal  sometimes 
is  in  the  position  of  known  material  and  sometimes  in  the  unknown.  I 
have  pictures  here  of  drums  which  we  have  packaged  and  lowered  to  a 
thousand  fathoms  and  brought  back.  The  container  failures  reported  by 
Fish  and  Game  were  not  jirepared  by  us  and  possibly  may  not  have 
been  conforming  to  the  minimum  specifications  we  require.  Inciden- 
tally, the  iron  portion  of  the  drum  is  quite  unimportant  in  our  pack- 
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aging.  It  is  only  a  form  to  hold  the  concrete.  We  are  even  considering 
using  cardboard  which  has  been  developed  for  forms  for  concrete. 
Whether  it  rusts  out  imnied'ately  is  quite  unimportant.  The  engi- 
neering estimates  vary  from  100  to  100,000  years  for  the  life  of  the.e 
concrete  containers,  once  they  a^e  down  at  this  level. 

Senator  Miller :  What  was  that  period  again  ? 

Mr.  Garden:  Certainly  ICO  to  100,000  years.  *  *  *  Now,  since  the 
waste  must  be  transported  to  go  to  sea,  it  must  be  in  containers  suitable 
for  shipping  and  capable  of  being  stored.  This  is  expensive,  but  can  be 
made  prohibitively  expensive  so  that  the  disposer  is  forced  to  resort 
to  other  di.sposal  procedures,  which  do  not  accomplish  what  is  desired 
for  the  protection  of  ihe  citizens  of  California.  Improper  legislation 
can  accomplish  just  the  opposite  of  what  is  desired. 

As  a  matter  of  fact,  everything  which  has  bean  put  in  the  dispo.-al 
area  to  date,  in  my  opinion  could  have  been  diluted  and  put  in  the 
river  or  the  bay  and  still  conform  to  the  regulations  [for  safety].  *  *  * 

Economy  plays  (piite  an  important  role  in  this,  because  it  is  my  guess- 
timate that  one-third  of  what  we  put  in  concrete  and  dump  at  sea, 
doesn't  need  to  go  to  sea.  It  may  not  be  radioactive,  but  the  complica- 
tions of  monitoring  it — the  time  and  expense — Avould  be  more  than  the 
cost  of  putting  it  in  a  barrel  of  concrete  and  disposing  of  it. 

Senator  Miller:  Now,  is  it  your  opinion  that  the  accumulations  of 
this  material  disposed  of  in  the  wa}^  that  it  is  presently  being  disponed 
of  offers  no  hazard? 

Mr.  Garden :  I  .see  no  way  in  which  this  can  become  hazardous  if  it  is 
pad-aged  properly.  I  think  the  crux  of  the  matter  is  in  requiring  proper 
packaging  so  that  the  material  is  safe  in  this  room  or  at  the  bottom  of 
the  sea. 

Senator  Miller:  If  the  disposal  then  were  to  multiply  a  hundredfold, 
a  thousandfold,  you  still  see  no  problem? 

Mr.  Garden :  1  see  no  problem  if  it  is  properly  ]iackaged  because  I  do 
not  expect  the  material  to  escape  and  be  free  in  the  sea  water,  certainly 
over  a  period  when  most  of  it  will  decay.  Very  few  long-lived  things  are 
in  this  material  we  dispose  of. 

TESTIMONY  OF  C.  C.  WHELCHEL,  PACIFIC  GAS  AND  ELECTRIC  CO. 

Invitations  to  testify  wei'e  extended  by  the  committee  to  pre-ent  and 
future  users  of  atomic  energy,  particularly  where  reactor  use  is  in- 
volved. Appearances  were  made  by  re])resentatives  of  the  Pacific  Gas 
and  Electric  Company,  and  the  General  Electric  Company.  General 
Electric  has  an  exten.sive  history  in  the  development  of  atomic  energy, 
being  prime  contractor  at  the  Hanford  Works  installation  in  Richland, 
Washington,  and  having  several  other  facilities  including  its  Atomic' 
Power  E(iuipment  Department  at  San  Jose.  This  department  operates 
a  research  and  development  section  at  its  Vallecitos  Atomic  Labora- 
tory in  Pleasanton,  which  includes  America's  first  completely  ])rivately 
financed  nuclear  reactor  to  deliver  power  to  individual  consumers,  in 
this  latter  venture,  the  company  is  joined  by  P.  G.  &  E.,  which  also 
has  its  own  plans  for  nuclear  power  reactors  as  a  source  of  public 
power  for  certain  areas  of  California.  The  P.  G.  &  E.  was  represented 
by  Mr.  C.  C.  Whelchel,  Chief  Mechanical  Engineer,  who  is  in  charge 
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of  engineering  responsibility  connected  with  the  company's  program 
of  developing  economic  electric  power  from  nuclear  energy.  Mr.  Robert 
C.  Thorburn,  Consulting  Health  Physicist,  appeared  on  behalf  of  Gen- 
eral Electric  to  explain  the  company's  radiation  protection  program. 

Mr.  Whelchel :  We  are  planning  now  to  build  a  60,000  kilowatt 
nuclear  power  unit  at  our  existing  Humboldt  Bay  Power  Plant  near 
Eureka,  California.  It  is  scheduled  for  operation  about  the  middle  of 
1962.  The  reactor  for  this  nuclear  plant  will  be  the  boiling  water  type, 
the  same  type  used  for  the  Dresden  and  Vallecitos  projects.  Work  on 
the  Humboldt  Bay  nuclear  plant  is  in  the  early  stages  of  design  at 
present,  but  attention  has  already  been  devoted  to  the  handling  of 
radioactive  wastes  from  it.  Disposal  of  these  wastes  will,  of  course, 
be  made  in  strict  accordance  with  the  regulations  of  the  Atomic  Energy 
Commission  found  in  Title  10,  Code  of  Federal  Regulations,  Part  20, 
and  entitled  "Standards  for  Protection  Against  Radiation." 

Solid  radioactive  wastes  from  the  plant  will  be  stored  in  a  buried 
vault  to  prevent  their  escape  to  the  local  environment.  All  liquid 
radioactive  wastes  will  be  processed  before  any  discharge  is  made  by 
conventional  drainage  means.  This  processing  will  consist  either  of 
temporary  containment  to  permit  decay  of  radioactivity  to  safe  levels, 
in  the  case  of  wastes  with  rapidly  decaying  radioactivity,  or  will  con- 
sist of  special  treatment  to  remove  the  radioactive  contaminants  from 
the  liquid  before  discharging  it  by  conventional  drainage. 

Part  of  our  work  in  designing  the  Humboldt  nuclear  plant  is  to 
design  waste  disposal  facilities  and  procedures  for  the  plant  that  will 
meet  AEC  standards.  In  order  to  construct  the  plant  we  must  first 
obtain  a  construction  permit  from  the  AEC,  and  to  obtain  this  permit 
we  must  satisfy  the  AEC  that  our  proposals  for  waste  disposal  meet 
its  standards.  Similarly,  after  the  plant  is  built  we  must  satisfy  the 
AEC  as  to  waste  disposal  arrangements  in  order  to  obtain  a  license 
to  operate  the  plant. 

In  our  invitation  to  appear  before  the  committee,  our  comments  were 
solicited  as  to  the  matter  of  state  regulation  of  radioactive  waste  dis- 
posal. Insofar  as  regulation  of  radioactive  waste  disposal  at  licensed 
atomic  power  plants  is  concerned,  it  is  our  opinion  that  the  extensive 
control  exercised  by  the  AEC  over  such  waste  disposal  renders  unnec- 
essary any  state  regulation  of  this  activity. 

TESTIMONY  OF  ROBERT  C.  THORBURN,  GENERAL  ELECTRIC  CO. 

Mr.  Thorburn:  As  your  chairman  indicated  in  announcing  this 
meeting,  the  primary  aim  of  radiation  protection  legislation  and  codi- 
fication is,  of  course,  to  effect  adequate  protection  against  the  hazards 
of  radiation  without  restricting  or  discouraging  its  beneficial  use.  Ad- 
ditionally, the  General  Electric  Company  feels  that  radiation  pro- 
tection laws  and  codes  adopted  by  the  state  should  be  as  uniform  as 
possible  with  those  of  national  agencies  to  avoid  duplication  of  the 
efforts  of  existing  agencies  or  regulations.  If  your  investigation  and 
the  waste  disposal  experience  in  the  state  indicates  that  further  legis- 
lation is  required  in  California,  the  General  Electric  Company  respec- 
fully  recommends  the  following  items  for  consideration. 
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1.  Waste  disposal  laws,  codes  or  regulations  should  be  stated 
in  terms  of  objectives  to  be  attained  leaving  details  and 
methods  of  obtaining  the  goal  to  administrative  action. 

2.  State  laws  on  waste  disposal  should  be  fitted  into  the  exist- 
ing governmental  structure  and  operating  practices  of  the 
state  and  federal  government  and  should  set  forth  a  means 
by  which  they  will  be  administered  and  enforced.  Radiation 
is  considered  to  be  a  unique  industrial  hazard  primarily 
because  of  its  newness  to  the  public  and  its  association 
with  the  atom  bomb,  not  because  industrial  experience  in- 
dicates that  it  is.  It  is  not  such  a  special  problem  that 
special  agencies  will  be  required  to  cope  with  the  potential 
hazard. 

3.  Radiation  control  acts  or  codes  should  provide  for  the 
registration  of  potentially  hazardous  sources  and  their 
uses,  with  some  provision  for  inspection  of  the  sources.  En- 
forcement of  radiation  standards  can  be  simplified  if  pro- 
visions for  registration  are  included. 

4.  Laws  and  codes  should  avoid  making  a  manufacturer  or 
user  responsible  for  radiation  damage  that  results  from 
improper  handling  of  wastes  by  a  disposal  company. 

TESTIMONY  OF  DR.  JOSEPH  A.   LIEBERMAN  AND  ROBERT  LOWENSTEIN, 
ATOMIC  ENERGY  COMMISSION 

At  its  second  meeting  on  this  subject,  in  Sacramento  on  October  20, 
1958,  the  committee  heard  primarily  from  a  team  of  experts  sent  out  by 
the  Atomic  Energy  Commission  from  its  AVashington,  D.  C,  head- 
quarters. Tliey  included  Dr.  Joseph  A.  Lieberman,  Chief  of  the  Sani- 
tary Engineering  Section  in  the  Reactor  Development  Division;  Mr. 
Robert  Lowenstein  of  the  General  Counsel's  Office,  and  Mr.  Donald 
A.  Nussbaum  of  the  Division  of  Licensing  and  Regulation  in  Washing- 
ton. They  explained  the  AEC's  philosophy  regarding  ocean  disposal 
of  radioactive  waste  and  the  justification  for  the  regulations  adopted. 

Dr.  Lieberman :  The  primary  object  of  our  sea  disposal  operations 
is  to  assure  the  protection  of  public  health  and  safety  and  to  provide 
a  system  for  disposing  of  certain  types  of  unwanted  materials.  In 
establishing  or  evaluating  any  waste  disposal  system  three  basic  con- 
siderations are  involved  as  follows : 

1.  The  specific  nature  of  the  radioactive  waste  to  be  disposed  of. 

2.  The  characteristics  of  the  receiving  environment.  , 

3.  Standards  established  by  the  commission  in  its  regulation,  "Stand- 
ards for  Protection  Against  Radiation"  (10  CFR  20). 

The  radioactive  material  involved  in  sea  disposal  off  the  Pacific  Coast 
is  of  a  relatively  low  or  intermediate  level  compared  with  highly  radio- 
active waste  produced  at  AEC  production  sites  such  as  Hanford  or 
the  National  Reactor  Testing  Station.  As  an  example  in  1957  the  AEC 
disposed  off  the  California  Coast  at  two  locations  some  89  55-gallon 
drums  of  intermediate  level  solidified  laboratory  waste  liquids  (this 
volume  includes  concrete  and  other  solidifying  agents)  on  the  other 
hand  there  are  about  65  million  gallons  of  high  level  wastes  in  storage 
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at  Hanford,  Savannah  Eiver  and  Idaho.  We  do  not  propose  to  dispose 
of  these  at  sea,  even  thongh  some  oceanographers  propose  that  a 
"dilute  and  disperse"  waste  disposal  approach  may  be  possible. 

The  largest  part  of  the  wastes  disposed  at  sea  is  quite  heterogeneous 
in  nature  and  generally  consists  of  trashy  solid  materials  such  as  blot- 
ting paper,  rags  used  for  cleaning  up  around  the  labs,  broken  test 
tubes,  beakers,  bottles,  and  other  glassware  that  were  used  to  contain 
radioactive  solutions,  animal  carcasses  that  were  used  in  tracer  or 
other  biological  experiments  and  other  contaminated  laboratory  equip- 
ment such  as  duct  works  and  air  filters. 

Although  experience  in  other  countries  has  demonstrated  the  safety 
and  practicality  of  disposal  of  bulk  liquids  at  sea  all  radioactive  wastes 
disposed  by  the  AEC  off  both  the  Pacific  and  Atlantic  Coasts  of  the 
U.  S.  have  been  in  the  solid,  packaged  form. 

Since  1946  some  15,400  drums  and  250  concrete  boxes  have  been  dis- 
posed off  the  Farallone  Islands.  Since  1953  about  1.700  55-gallon 
drums  have  been  disposed  off  Southern  California  in  the  Santa  Cruz 
Basin.  These  operations  are  carried  out  by  the  I".  S.  Naw  at  the  com- 
mission's request.  The  total  quantity  of  radioactivity  disposed  in  the 
area  off  the  Farallones  since  1946  was  about  10.000  to  15,000  curies  at 
time  of  disposal  xVbout  100  curies  haA^e  been  disposed  in  the  Santa 
Cruz  Basin. 

The  major  objectives  of  the  criteria  for  our  sea  disposal  operations 
are  to  assure  adequate  packaging  for  safe  handling  between  the  site 
of  the  waste  originator  and  the  final  disposal  and  to  assure  the  sinking 
of  the  packages  in  the  sea. 

It  is  not  required  that  the  packages  be  so  constructed  as  to  maintain 
their  complete  structural  integrity  at  a  depth  of  1.000  fathoms  of 
water,  although  the  package  and  its  contents  must  be  prepared  to  pre- 
vent the  material  from  floating  to  the  surface.  TVith  the  quantities 
and  characteristics  of  the  radioactive  materials  involved  and  with  the 
diffusion  and  transport  capabilities  of  the  ocean  environment,  it  does 
not  appear  necessary  to  assure  continued  containment  of  the  radio- 
activity at  1,000  fathoms.  In  fact,  allowing  the  natural  processes  of 
diffusion  and  dilution  to  act,  assists  in  the  prevention  of  buildup  of 
significant  sources  of  radioactivity.  A  contributing  but  secondary  factor 
is  the  difficulty  and  expense  involved  in  constructing  true  pressure 
vessels  to  withstand  the  tremendous  pressures  at  great  ocean  depths. 

Protection  of  the  public  health  and  safety,  as  stated  previously,  is  the 
overriding  consideration  in  the  management  and  administration  of  all 
atomic  energy  operations  including  the  disposal  of  radioactive  wastes 
at  sea.  It  is  our  belief  that  these  sea  disposal  operations  are  being  carried 
out  in  a- manner  that  is  safe  and  adequate.  This  belief  is  based  upon: 

(1)  views  of  experts  in  the  marine  sciences  and  other  pertinent  fields; 

(2)  the  actual  operating  experience  of  the  British  in  disposing  of 
greater  quantities  of  radioactive  material  in  a  less  desirable  (liquid) 
state;  and  (3)  the  preliminary,  but  direct  information  obtained  in  the 
Pacific  Ocean.     *  *  * 

Senator  Erhart :  "Would  j^ou  have  any  objection  if  the  State  of  Cali- 
fornia would  require  that  someone  from  the  state  level — Department  of 
Health  or  some  other  agency — would  accompany  the  boat  when  these 
disposals  are  made? 


PROGRESS  REPORT  ON  FISH  AND  GAME  31 

Mr.  Lowenstein:  Oh,  I'm  sure  we  would  have  no  objection  to  any 
public  agency  being  represented  on  one  of  these  vessels  to  satisfy  itself 
that  the  disposal  is  carried  out  in  a  proper  manner. 

Senator  Miller:  Are  we  assured  that  a  commercial  waste  disposal 
licensee  from  another  state  is  not  going  to  come  in  here  and  dump 
material  off  the  coast  of  California? 

Mr.  Lowenstein :  You  are  assured,  sir,  that  he  can't  do  it  without  your 
knowing  about  it  and  without  our  knowing  about  it. 

The  Chairman:  So  the  record  will  be  complete,  would  you  mind 
giving  us  the  names  of  the  state  agencies  that  are  being  informed  of 
waste  disposals  ? 

Mr.  R.  W.  Smith :  Yes.  The  California  Department  of  Public  Health 
and  the  California  Department  of  Industrial  Relations  and  its  Division 
of  Industrial  Safety  receive  [this  information]  as  well  as  notice  pub- 
lished in  the  Federal  Register. 

The  Chairman:  Does  the  Department  of  Fish  and  Game  receive  this? 

Mr.  Smith :  No,  sir,  I  don't  believe  so. 

The  Chairman :  Would  you  mind  extending  that  list  in  case  this 
committee  sees  fit  to  so  recommend  ? 

Mr.  Smith  :  We  would  be  very  happy  to. 

Mr.    Lowenstein:   We   don't  need   a   recommendation.   We   will   do 

Senator  Christensen :  You  spoke  of  the  fact  that  you  do  not  license 
firms  to  dispose  of  atomic  waste  unless  you  have  determined  that  they 
were  responsible. 

Dr.  Lieberman :  Yes  sir. 

Senator  Christensen :  What  are  the  criteria  by  which  you  determine 
responsibility,  is  it  financial  or 

Dr.  Lieberman:  We  haven't  published  any  criteria  as  to  what  respon- 
sibility is.  I  can  only  answer  your  question,  Senator,  in  this  way.  We 
look  first  to — well,  among  other  things,  we  look  to  the  staff  of  the  appli- 
cant; has  he  got  the  kind  of  people  with  the  kind  of  training  and 
experience  which  are  needed,  or  are  desirable  to  assure  first  that  he 
can  carry  out  the  procedures  in  accordance  with  our  requirements,  and 
secondly  that  he  will  do  so.  We  look  at  his  equipment  to  see  again  that 
he  is  in  a  position  to  comply  with  our  requirements  and  to  handle  his 
proposed  activities  in  a  safe  manner.  We,  on  occasions,  make  a  pre- 
licensing  visit  to  the  applicant  if  one  is  indicated.  Not  in  all  cases  do  we 
look  at  financial  qualifications.  In  some  cases  we  do.  If  the  applicant  has 
a  bad  record  with  us  or  a  good  record  that  would  certainly  influence  our 
licensing  action. 

Senator  Christensen :  Well,  are  there  any  licensees  today  who  have 
what  you  referred  to  as  "  bad  records ' '  1 

Dr.  Lieberman :  Yes  sir,  there  are.  There  are  licensees,  fortunately 
not  many,  whose  licenses  we  have  revoked.  There  are  some  in  which  we 
have  instituted  revocation  proceedings.  I  think  there  is  one  presently 
in  a  proceeding  stage  here  in  the  State  of  California.  We  have  a  very 
vigorous  inspection  program  and  the  ultimate  step,  of  course,  is  the 
institution  of  the  revocation  or  the  suspension  proceeding. 

Senator  Christensen :  Now,  are  we  speaking  of  those  who  we  might 
call — those  who  have  the  bad  records,  are  they  disposal  licensees? 

Dr.  Lieberman :  We  have  had  none  such  to  date,  sir. 
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Senator  Christensen :  In  granting  licenses,  or  acting  favorably  or 
nnfavorably  upon  applications  for  disposal  licenses,  do  you  consider 
the  same  issue  that  would  be  before  the— say,  the  Public  Utilities  Com- 
mLssion  of  the  State  of  California,  whether  there  is  any  public  neces- 
sity for  it,  that  is  do  you  consider  the  number  of  people  in  the  business  ? 

Dr.  Ijieberman:  No  sir.  We  do  not.  We  look  upon  our  regulatory 
program  in  this  area,  Senator,  as  being  centrally,  a  health  and  safety 
program  and  it  is  not  one  of  economic  regulations. 

Senator  Christensen:  Do  you  consider  that  issue  at  all?  In  other 
words,  suppose  10  people  applied  for  the  same  license  at  the  same  time 
and  there  was  only  a  certain  amount  of  atomic  waste  to  be  disposed  of, 
all  of  them  couldn  't  engage  successfully  in  competition  with  the  other, 
what  would  be  the  acts  of  the  commission? 

Dr.  Lieberman :  AVell,  from  a  legal  point  of  view,  sir,  these  are  not 
exclusive  rights  which  we  are  granting  in  the  licenses  which  we  issue. 
If  ]0  people  wanted  to  engage  in  waste  disposal  operations  and  each 
one  could  show  that  he  had  the  technical  and  other  qualifications  re- 
quired for  a  license  and  that  his  proposed  procedures  were  acceptable 
under  the  criteria  we  have  established,  we  would  issue  licenses  to  each 
of  the  10,  although  perhaps  only  two  to  five  or  less  than  10  would 
actually  get  some  business. 

Senator  Christensen:  If  some  of  them  Avould  go  under,  wouldn't  the 
State  of  California  be  faced  with  some  undisposed  of  or  at  least  a 
distinct  probability  of  some  undisposed  atomic  waste  by  a  field  concern  ? 

Dr.  Lieberman :  If  one  of  these  concerns  should  receive  material  to  be 
disposed  of,  we  know  the  location  of  storage  because  it  is  specified  in 
the  license,  and  if  it  should  go  out  of  business,  I  am  sure  that  we  would 
know  about  it  and  I'm  sure  the  commission  would  go  in  and  pick  up 
that  waste. 

Senator  Christensen:  Under  those  circumstances  who  would  pick  up 
the  tab,  or  pay  for  that  ? 

Dr.  Lieberman :  The  commission  would  undoubtedly  do  it  under  those 
circumstances  to  avoid  it  becoming  a  public  hazard,  but  we  haven't  had 
a  problem  like  that  and  the  waste  handled  by  these  commercial  dis- 
posers is  of  such  small  quantity  that  there  isn't  any  really  significant 
expense  involved  to  the  taxpayers.  Now,  it  may  be  that  as  this  industry 
develops,  that  is  as  the  amounts  of  waste  become  more  specific,  we 
would  have  to  consider  some  precautions  as  j^ou  refer  to.  At  the  moment, 
however,  the  quantities  are  so  small  that  I  am  sure  we  could  add  them 
to  the  quantities  from  our  own  laboratories  without  any  additional 
expense  to  the  commission. 

Senator  Christensen :  From  your  standpoint,  sir,  do  you  believe  that 
the  Atomic  Energy  Commission  would  have  any  objection  to  the  State 
of  California  imposing  certain  conditions  such  as  a  bond  or  undertaking 
for  successful  performance  of  the  conditions  required  under  the  Atomic 
Energy  Commission  license? 

Dr.  Lieberman :  Well,  I  really  can 't  answer  that.  Senator.  It  raises 
some  very  difficult,  and  I  think  unanswered  legal  questions,  v;hich  I  am 
just  in  no  position  to  answer  now.  This  is  a  question  I  hadn't  given 
any  consideration  to  before. 
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Senator  Christensen :  Just  one  further  question.  Has  the  commission 
itself  in  granting  a  license  ever  required  a  bond? 

Dr.  Lieberman :  Not  to  my  knowledge,  sir. 

Mr.  Grafe :  It  appears  that  we  have  a  possible  situation  off  California 
where  on  the  one  hand  you  have  determined  certain  locations  for  dis- 
posal at  your  required  depth  of  1,000  fathoms,  and  on  the  other  hand, 
under  the  A'oluntar^v  agreement  we  have  different  disposal  locations 
at  2,000  fathoms.  Do  you  consider  the  fact  that  this  will  be  an  increase 
in  the  number  of  disposal  areas  to  be  a  healtby  atmosphere '? 

Dr.  Lieberman :  I  can  give  you  a  personal  opinion  here.  I  personally 
feel  that  the  number  of  areas  should  be  kept  to  a  reasonable  minimum. 
Now,  if  you  ask  me  to  define  ''reasonable"  in  this  case  I  might  have 
a  little  difficulty  doing  it.  I  feel  at  this  .stage  of  the  game  that  the 
utilization  of  other  areas  for  the  types  of  waste  we  are  talking  about 
does  not  represent  a  situation  that  would  have  any  public  health  sig- 
nificance, but  purely  from  the  standpoint  of  administration  of  continu- 
ing assessment  and  monitoring,  the  smaller  the  number  of  areas  in 
which  these  materials  are  disposed,  my  feeling  is,  it  is  better  *  *  * 

Dr.  Lieberman :  Prom  a  technical  standpoint.  I  think  we  can  say  that 
even  if  all  the  radioactive  materials  in  these  packages  [that  have  been 
disposed  of  off  California]  were  to  get  out  as  an  instantaiu^ous  source, 
I  think  our  investigations  and  analyses  that  have  been  made  to  date 
indicate  that  this  in  fact  would  not  result  in  any  buildup  or  any  degree 
of  contamination  that  would  be  a  hazard.  As  a  matter  of  fact,  some 
of  the  analyses  show  that  it  might  be  better  if  they  were  dispersed  to 
prevent  a  significant  buildup  in  any  particular  location.  Again  we 
would  have  to  keep  in  mind  the  nature  and  the  cpiantity  of  radioactive 
materials  that  Ave  are  speaking  of. 

Senator  Miller :  We  are  concerned  about  what  you  do  and  how  you 
do  it  to  the  extent  that  it  affects  us  here  in  California  primarily  be- 
cause we  are  of  the  opinion  that,  so  far  as  the  right  to  regulate  and 
the  ability  to  reiulate  goes,  the  Federal  Government  has  pre-empted 
the  field.  How  about  that  ? 

Mr.  Lowenstein :  Well,  this  is  one  of  those  complex  questions,  Sena- 
tor ^filler,  for  a  variety  of  reasons.  I  think  that  certainly  most  of  the 
law  professors  and  other  commentators  whose  articles  I  have  read 
would  indicate  that  probably  some  part,  at  least,  of  the  field  which  the 
Atomic  Energy  Commission  is  regulating  has  been  pre-empted. 

Some  part  of  it,  yes,  but  when  one  attempts  to  generalize  from  this 
into  other  areas,  one  immediately  gets  into  great  difficulties.  As  an 
example,  I  think  it  would  be  very  difficult  for  any  of  us  to  say  whether 
or  not  the  issuance  of  a  license  by  the  commission  to  conduct  a  par- 
ticular type  of  atomic  energy  activity  at  a  particular  location  would 
override  or  supersede  state  zoning  requirements.  Again,  when  we  speak 
of  waste  disposers,  they  have  to  transport  these  wastes  over  the  high- 
ways of  the  State,  and  I  would  suppose  that  they  have  to  observe  your 
speed  limits,  so  I  certainly  wouldn't  venture  to  answer  your  question 
with  either  a  yes  or  a  no.  Senator.  I  would  like  to  add  that  the  Atomic 
Energy  Commission  has  felt  that  the  way  to  deal  with  the  questions  as 
to  pre-emption,  is  to  recommend  to  the  Congress  legislation  which  would 
clarify  this  situation,  if  I  recall  specifically,  and  the  Joint  Congressional 
Committee  on  Atomic  Energy  has  taken  the  same  position.*  *  * 
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Dr.  Lieberman :  One  can  consider  the  whole  subject  of  management 
of  radioactive  waste  in  two  major  categories.  One  is  the  concentrate 
and  contain  philosophy.  In  other  words,  you  have  radioactivity  and  the 
thing  you  feel  you  have  to  do  with  it  is  to  get  it  down  into  a  small 
amount  of  packages,  as  small  as  you  can,  and  then  contain  it  for  the 
life  of  the  material. 

The  other  approach  is  to  dilute  and  disperse.  It  has  been  used.  In 
other  words,  j'ou  have  small  quantities  of  radioactivity  that  is  suscepti- 
ble to  dispersal  in  the  environment,  whether  it  be  into  the  ocean  or  into 
the  ground,  or  into  the  surface  waters,  or  into  the  atmosphere.  I  would 
say  that  it  is  the  long-term  contemplation  of  the  AEG  that  the  high- 
level  wastes  will  not  be  disposed  of  in  the  oceans. 

Mr.  Lowenstein :  The  AEC  right  now  is  the  only  one  tliat  gets  the 
high-level  waste,  and  the  government  has  the  problem  of  disposing  of 
this;  it  doesn't  get  into  private  hands  at  all. 

Dr.  Lieberman :  It  is  our  feeling  that  at  this  stage  of  the  game,  the 
application  of  the  dilute  and  disperse  approach  to  this  high-level  M'aste 
is  not  indicated.  On  the  other  hand,  it  might  continue  to  be  very  prac- 
tical, economical  and  safe  to  dispose  of  these  low-level  wastes  into  the 
oceans.  In  any  case,  any  such  disposal  should  be  done  on  a  controlled 
basis.  It  should  not  be  done,  we  feel,  on  an  ad-lib  basis. 

The  low-level  wastes,  I  think,  will  be  continued  to  be  disposed  of 
to  the  oceans  unless  there  are  other  systems  devolved  which  are  more 
economical  and  which  are  just  as  safe.  The  high-level  wastes,  so  far  as 
this  Country  is  concerned  and  all  others  that  I  knoAv  of,  are  not  con- 
templated to  be  disposed  of  to  the  oceans.  *  *  * 

The  Chairman:  Let's  assume  that  the  State  of  California  wrote  into 
law  that  disposal  had  to  be  made  at  2,000  feet.  Would  the  AEC  have 
to  pay  any  attention  to  that? 

Mr.  Lowenstein:  I  don't  have  the  answer  to  that,  Senator. 

Senator  Miller :  I  would  say  no. 

Mr.  Lowenstein :  There  have  been  a  great  many  law  articles  writ- 
ten on  it. 

The  Chairman:  I  am  sure  it  is  "no,"  isn't  it? 

Mr.  Lowenstein :  \Yell,  my  only  personal  feeling  on  it  is,  it  is  prob- 
ably no;  but  you  can  get  into  a  particular  set  of  circumstances  where 
maybe  the  answer  would  be  yes,  and  we  don 't  try  to  foresee  what  these 
are  going  to  be. 


PART  II 

MORRO  BAY  ROCKFISH   FISHERY 

As  the  result  of  legislation  introduced  at  the  1957  Session  of  the 
Legislature,  it  Avas  deemed  necessary  that  a  study  be  made  of  the  bottom 
fishery  in  the  area  of  Morro  Bay  in  San  Luis  Obispo  County.  The 
Department  of  Fish  and  Game  began  such  a  concerted  study  in  Septem- 
ber of  1957.  In  December  of  that  year,  a  public  meeting  was  held  in 
Morro  Bay  for  a  discussion  of  this  fishery  by  the  various  interested 
groups  concerned,  including  the  sport  fishermen,  the  commercial  long- 
line  fishermen  and  the  commercial  drag-boat  fishermen.  The  depart- 
ment reported  that  its  study  would  be  completed  late  in  1958  and 
results  would  be  made  public  as  soon  thereafter  as  the  findings  could 
be  evaluated. 

This  has  now  been  accomplished  and  your  committee  presents  here- 
with a  summary  of  the  study  and  the  conclusions  and  recommenda- 
tions of  the  department. 

Your  committee  also  held  a  hearing  in  Bishop  on  May  7,  1958,  at  the 
request  of  the  Rainbow  Club  of  Inyo-Mono  Counties  to  consider  claims 
that  water  releases  from  dams  of  the  City  of  Los  Angeles  Department 
of  Water  and  Power  were  made  "in  varying  flows  in  such  a  manner 
as  to  destroy  fish  life."  Testimony  revealed  the  problem  to  be  one 
primarily  of  obtaining  legal  evidence  to  fit  the  definition  of  "destroy- 
ing fishlife";  and  secondarily  that  the  penalty  only  amounts  to  a 
small  fine,  which  offers  no  permanent  protection  to  the  fish.  It  was 
reported  that  the  Department  of  Fish  and  Game  was  working  with 
the  City  of  Los  Angeles  and  local  interests  in  an  attempt  to  obtain  a 
spawning  channel  for  improved  natural  propagation,  and  it  is  hoped 
that  efforts  in  that  direction  will  continue  and  that  legal  obstacles 
can  be  overcome. 


MORRO  BAY'S  ROCKFISH  FISHERIES  ARE  COMPATIBLE  i 

D.  J.  Miller  and  Richard  F.  G.  Heimann 

Marine  Resources  Operations 
California  Department  of  Fish  and  Game 

Introduction 

The  otter  trawl  fishery  off  Morro  Bay,  California,  developed  from  a 
minor  contributor  to  the  California  trawl  catch  in  1952  to  a  significant 
part  of  the  industry  by  1955.  The  main  cause  for  the  increased  catch 
in  this  area  has  been  the  develpoment  of  a  rockfish  fishery.  From  1949 
until  1952  rockfish  landings  at  Morro  Bay  had  averaged  75,000  pounds 
per  year.  By  1954  the  catch  had  risen  to  400,000  pounds.  The  next  year. 

^  Submitted  for  publication  March,  lO.'iB.  Portions  of  this  work  were  performed  as  part 
of  Dingell-Johnson  Project  California  F-12-R,  Northern  California  Ocean  Sport 
Fish  Survey,  supported  by  federal  aid  to  fish  restoration  funds. 
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1955.  the  roekfish  laudings  skyrocketed  to  over  3,000,000  pounds.  The 
laiidings  have  remained  near  this  high  level  up  to  the  present  time. 
The  1957  landings  of  roekfish  amounted  to  2.700,000  pounds  at  [Nlorro 
Bay.  This  represents  an  estimated  1,142.000  rockfisli. 

During  this  same  period  of  time  tlie  sport  fisliing  for  roekfish  in  the 
Morro  Bay  area  has  exhibited  a  steady  growlli.  Information  furnished 
by  part}'  boat  operators  on  daily  activity  reports  shows  that  the  take  of 
roekfish  by  party  boats  has  nearly  doubled  in  recent  years,  from  185,398 
roekfish  in  1954  to  341,099  roekfish  in  1957.  Roekfish  have  accounted  for 
over  90  percent  of  all  fish  reported  in  the  party  boat  catch. 

As  the  trawl  fishery"  landings  at  ]\Iorro  Bay  increased  the  sport 
fishing  public  viewed  them  with  alram,  fearing  this  larger  commercial 
industry  would  have  a  detrimental  effect  on  the  establislied  sport  fish- 
ery of  the  area.  Senator  A.  A.  Erhart.  of  Pismo  Beach,  submitted  Senate 
Resolution  No.  150.-  requesting  the  State  Senate  to  study  this  situa- 
tion. 

The  interim  committee  assigned  to  this  study  designated  the  Depart- 
ment of  Fish  and  Game  as  the  agency  responsible  for  gathering  the 
facts  to  be  used  in  the  analysis  of  a  "roekfish  problem"  at  Morro  Bay. 
The  program  to  survey  the  sport  and  commercial  fisheries  of  the  Morro 
Bay  area  began  August.  1957.  and  continued  through  September,  1958. 
Following  is  a  brief  report  of  this  program  and  results  thereof. 

Survey  Program  Sp^^  Fishing 

In  conjunction  with  routine  fishing  effort  and  catch  sampling,  per- 
sonnel assigned  to  the  surve}^  observed  the  catch  of  Morro  Bay  party 
boat  fishermen.  Samples  of  sport  caught  fish  were  collected  each  month 
of  the  year  except  December.  Party  boats  in  the  Morro  Bay  area 
usually  fish  within  ten  miles  of  the  harbor  (Fig.  1).  The  most  popular 
spots  are  the  shallow  banks  and  kelp  areas  near  shore  in  depths  of 
30  to  200  feet.  Both  live  bait  and  dead  bait  fishing  is  available  on 
party  boats  out  of  Morro  Bay,  and  lately,  salt  water  Hy  fishing  has 
become  popular.  Party  boat  landings  were  sampled  randomly  to  obtain 
catches  of  different  boats  using  different  types  of  bait  so  the  catch  of 
one  kind  of  fishing  would  not  bias  the  results. 

The  method  of  sampling  the  sport  catch  for  species  composition  was 
to  meet  boats  as  they  returned.  The  catch  of  each  fisherman  was  dumped 
into  a  sampling  box  and  tallied.  In  most  cases  it  was  possible  to  count 
the  number  of  fish  of  all  anglers  aboard,  by  species.  However,  occa- 
sionally in  the  mixup  of  unloading  and  milling  around  on  the  dock, 
some  fishermen  would  depart  before  their  fish  could  be  tallied.  There 

=  From  Seriate  Journal  for  May  28,  1957  : 

Senate  Resolution  No.  150 
Relative  to  an  interim  study  of  roekfish  problems  in  the  Morro  Bay  area 

Whereas,  There  has  appeared  to  be  a  depletion  among  roekfish  species  in  the 
Morro  Bay  area  ;  and 

W^HEREAS,  The  fishing-  industry  is  an  important  factor  to  the  economy  of  the 
Morro  Bay  area  ;  and 

W'hereas,  An  effort  to  reach  a  solution  to  this  problem  has  revealed  that  further 
study  is  needed  before  proper  legislation  can  be  enacted  ;  now,  therefore,  be  it 

Resolved  by  the  Senate  of  the  State  of  California,  That  the  Committee  on  Rules 
is  hereby  directed  to  assign  to  an  appropriate  interim  committee  for  study  the 
subject  of  roekfish  problems  in  the  Morro  Bay  area  ;  and  be  it  further 

Resolved,  That  the  committee  to  which  said  subject  is  so  assigned  for  study  is 
hereby  authorized  and  directed  to  ascertain,  In  study  and  analyze  all  facts  relative 
to  said  subject  and  to  the  desirability  of  or  necessity  for  legislation  in  that  field, 
and  to  report  thereon  to  the  Senate,  including  in  its  reports  its  recommendations 
for  appropriate  legislation. 
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was  a  voluntary  agreement  on  the  part  of  all  party  boat  operators  to 
allow  the  sampler  to  inspect  the  catch.  For  public  relations  those 
fishermen  desiring  to  depart  quickly  were  not  asked  to  remain  for 
sampling.  During  the  period  of  the  study  over  90  percent  of  the 
patrons  of  the  boats  sampled  Avere  checked. 

Otter  Trawl  Fishing 

Because  of  the  recent  development  of  the  trawl  fishery  at  Morro  Bay, 
little  was  known  concerning  species  composition  of  the  landings,  and 
nothing  about  amounts  and  species  discarded  at  sea.  The  trawl  fisher- 
men sort  their  catch  at  sea  and  unmarketable  fish  are  discarded.  To 
determine  the  true  composition  of  the  catch  it  was  necessary  to  sample 
at  sea  aboard  the  fishing  vessels  as  catches  were  made.  By  accompany- 
ing the  vessels  it  was  possible  to  determine  species  of  fish  caught,  vol- 
ume of  each  species  marketed  or  discarded,  and  size  of  the  fish  taken 
by  the  trawl  fleet. 

The  principal  rockfish  grounds  frequented  by  the  local  fleet  extend 
from  Morro  Bay  north  to  Point  Piedras  Blancas  (Fig.  1).  Depths  fished 
vary  considerably  with  time  of  year  and  even  from  day  to  day,  but  the 
majority  of  fishing  is  carried  out  in  depths  of  70  to  115  fathoms  (420 
to  690  feet).  By  law,  trawl  vesseles  are  required  to  stay  at  least  three 
miles  from  shore,  which  effectively  limits  them  to  depths  of  over  50 
fathoms  (300  feet)  in  areas  adjacent  to  Morro  Bay. 

When  possible  every  fish  in  the  discard  portion  of  the  catch  was 
weighed.  Occasionally  large  catches  required  sampling  of  the  discard, 
and  information  gathered  from  the  sample  was  applied  to  the  entire 
discard.  Marketable  fish  were  seldom  weighed  or  measured  aboard  ship. 
Total  weight  landed  was  obtained  from  market  receipts  for  that  day 
and  species  composition  was  determined  by  sampling  in  markets  the 
day  following  fishing. 

^esu/fs  Sp^^,  Pishing 

Over  the  12-month  period  of  this  survey  94  percent  of  the  entire 
catch,  by  numbers,  consisted  of  the  various  rockfishes  [Sehastodes  si)}).). 
Throughout  this  period  lingcod  (Ophiodon  elongatus)  comprised  3 
percent  of  the  total  catch  and  was  the  only  species  other  than  a  rock- 
fish  that  contributed  more  than  1  percent  of  the  catch. 

Blue  rockfish  {8.  mystinus)  was  by  far  the  most  important  species 
of  rockfish  landed  by  party  boat  fishermen  in  1958.  This  species  con- 
tributed 51  percent  of  the  entire  catch,  by  numbers,  for  the  year  and 
over  60  percent  in  June,  July  and  September.  Next  in  importance  in 
the  sport  catch  were  olive  rockfish  {8.  serranoides) ,  15  percent,  yellow- 
tail  rockfish  {8.  flavidns),  5  percent,  and  vermilion  rockfish  {8.  mini- 
atus),  5  percent  (Fig.  2).  Bocaccio  {8.  paucispinnis) ,  the  most  im- 
portant species  in  the  commercial  trawl  catch,  contributed  but  4 
percent  of  the  total  catch  by  numbers. 

The  above  figures  on  percentages  by  number  of  each  species  gives 
but  one  picture  of  the  relative  importance  of  each  species.  A  compari- 
son of  total  weight  for  each  species  would  be  another  measure  of 
importance. 
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Some  notes  were  made  on  relative  size  of  the  different  species  for 
this  report.  It  must  be  remembered  that  these  weights  are  estimates. 
The  average  weight  of  a  species  was  multiplied  hy  the  number  of  fish 
sampled  to  obtain  the  total  weight  landed  by  party  boats.  Blue  rock- 
fish,  because  of  its  relatively  small  size  decreased  from  51  percent  by 
number  to  34  percent  by  weight,  and  liiigcod  increased  from  3  percent 
by  numbers  to  12  percent  by  weight. 

It  can  readily  be  seen  that  regardless  of  whether  the  "relative  im- 
portance" is  gauged  by  numbers  or  weight  of  fish,  blue  and  olive  rock- 
fishes  are  the  principal  species  landed  in  the  party  boat  catch. 

otter  Trawl  Fishing 

Rockfish  are  by  far  the  most  important  group  of  fish  caught  by  the 
otter  trawl  fleet  at  Morro  Bay.  They  represent  82  percent  of  the  total 
weight  of  all  fish  caught  by  this  fleet  (Fig.  2).  Sharks,  skates,  and 
ratfish  account  for  another  9  percent  of  the  total  catch;  lingcod 
amounted  to  3  percent,  and  miscellaneous  flatfish,  sculpins  and  other 
small  fish  fill  out  the  remaining  6  percent.  In  all,  52  species  of  fish 
were  observed  during  the  12  months  of  sampling  aboard  the  commercial 
vessels.  It  is  evident  that  most  of  them  are  of  neglible  importance  to 
either  the  sportsman  or  the  commercial  fisherman. 

Of  all  fish  caught  by  trawlers  88  percent  is  marketed  and  12  percent 
discarded  at  sea.  Of  the  marketed  fish  61  percent  are  bocaccio  and  29 
percent  chilipepper  {S.  goodei),  the  remaining  10  percent  consists  of 
lingcod,  flatfish,  shark  and  miscellaneous  species. 

It  can  readily  be  seen  that  the  most  important  rockfishes  to  the  otter 
trawlers  are  bocaccio  and  chilipepper.  During  the  sampling  15  species 
of  rockfish  were  observed;  some  frecjuently  and  in  large  amounts  while 
others  are  represented  by  only  one  or  two  specimens. 

Conclusions 

Information  gathered  by  this  study  of  the  sport  and  commercial 
fisheries  that  now  operate  off  ]\Iorro  Bay  shows  no  area  of  conflict. 
Fishing  areas  may  overlap  slightly;  the  deepest  sport  fishing  and  the 
shallowest  trawling  may  take  place  on  adjacent  grounds  and  within 
sight  of  each  other.  Species  captured  by  the  various  fleets  of  boats 
show  no  competition.  Total  amounts  of  rockfish  landed  by  the  various 
operations  continue  to  increase  or  maintain  a  high  level. 

We  see  no  serious  depletion  of  the  rockfish  or  competition  between 
fisheries  and  do  not  recommend  any  special  legislation  at  this  time. 
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Figure   1.      Primary  fishing  grounds  utilized  by  sport  and  otter  trawl  fishing 
vessels  from  Morro  Bay 
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COMPOSITION  OF  SPORT  AND  COMMERCIAL  CATCH 
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Blue  rockfish 
Olive  rocl<fish 
Yellowtail  rockfish 
Vermilion  rockfish 
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Figure  2.      Relative    abundance    of   various   species   of   fish    in    catch    of    otter   trawl    and    sport 

fishing    vessles.    Percentage    is    based    on    number    of   fish    landed    by    sport   fishing    vessels    and 

number  of  pounds  caught  by  otter  trawl  vessels. 
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AMENDED  IX  SENATE  APRIL  15,  1958 

CALIFORNIA   LEGISLATURE— 1958   FIRST   EXTRAORDINARY  SESSION 

Senate  Joint  Resolution  No.  9 

Introduced  fcy  Senator  Farr 
April  8,  1958 


REFERRED  TO  COMMITTEE  ON  FISH  AND  GAME 


Senate  Joint  Resolution  No.  9 — Relative  to  memorializing  the 
Federal  Government  to  undertake  and  enforce  special  safety 
precautions  in  the  disposal  of  radioactive  waste. 

1  Whereas,  The  State  of  California  is  concerned  about  the 

2  ocean  disposal  of  wastes  in  the  Pacific  Ocean  off  California; 

3  and 

4  Whereas,  Ocean  fishing  in  this  State  is  an  important  in- 

5  dustry  supplying  needed  protein  food  to  the  people  of  the 

6  Nation;  and 

7  Whereas.  Ocean  fishing  in  this  State  employs  many  thou- 

8  sands    of    people    and    is    worth    many    millions    of    dollars 

9  annually;  and 

10  WiiEnEA-Sr  DispoGnl  ei  toxic,  radioactive  e^^  other  doloterioua 

11  mntorials    WHEREAS,   Disposal   of   picric   acid,   radioactive 

12  waste,  or  other  icasfe  material  usahh:  in  chemical  warfare  in 

13  the  ocean  presents  potential  hazard  to  marine  animals ;  and 

14  Whereas,  The  State  of  California  is  charged  with  the  con- 

15  serration  of  its  marine  resources  and  must  raise  issue  with 

16  disposal  practices  that  offer  potential  hazard  to  either  the  re- 

17  sources  of  their  markets ;  now,  therefore,  be  it 

18  Resolved  hy  the  Senate  and  Assemhly  of  the  State  of  Cali- 

19  forni-a,  jointly,  That  the  Legislature  of  the  State  of  California 

20  hereby    petitions    the    Federal    Government    and    the    armed 

21  forces  of  the  United  States  that  any  ocean  disposal  of  any 

22  toxic,  radioactive  e¥  deleterious  material  be  carried  ewt  m  »et 

23  picric  acid,  radioactive  waste,  or  other  waste  material  usahle  in 

24  chemical  warfare,  potentially  harmful  to  marine  life,  he  car- 
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1  ried  out  in  not  less  than  2,000  fathoms  and  not  less  than  60 

2  miles  from  any  sea  monnt ;  and  be  it  fnrther 

3  Resolved.  That  any  to?gic  mfttevials  picric  acid,  radioactive 

4  waste,   or   ntlur    waste    material    ifsahJc   in    chcmicxd    warfare, 

5  potentiallii  tiaruiful  to  marine  life,  be  disposed  in  sealed  con- 

6  tainers   of  sufficient   strenpth   to   -withstand   the   pressures  of 

7  2,000  fathoms,  and  that  all  radioactive  materials  be  packaged 

8  in  accordance  with  the  minimum  standards  set  forth  in  the 

9  National  Bureau  of  Standards  Handbook  58,  and  the  minimum 

10  standards  prescribed  by  the  President's  National  Committee 

11  on   Radiation  Protection  and  the  regulations  of  the  Atomic 

12  Energy  Commission ;  and  be  it  further 

13  Resolved,  That  the  State  of  California  is  opposed  to  the 

14  philosophy   of  bulk   disposal  el   rndioRctive   wastes  m  ooean 

15  waters    except    «*    ^meh    conocntrntion!;    aiifl    a^   *i-t^    ^^laees 

16  mutually  arrived-  at  betwooti-  the  S4a4e  ei  California  ftiwi  the 

17  Federal  Oovornment ;  a«4  be  it  further  pliilosopliy  of  unsafe 

18  hulk  disposal  of  radioactive  wastes  in  ocean  waters  and  re- 

19  quests  the  Federal  Government  considt  with  proper  state  agen- 

20  cies  to  arrive  at  suitable  concentrations  and  places  of  disposal; 

21  and  ])e  it  further 

22  Resolved,  Tbat  the  State  of  California  will  take  such  action 

23  from  time  to  time  as  may  be  required  to  meet  changing  condi- 

24  tions  and  make  such  recommendations  as  may  be  deemed  ap- 

25  propriate;  and  be  it  further 

26  Resolved,  That  the  Secretary  of  the  Senate  is  directed  to 

27  transmit  suitably  prepared  copies  of  this  resolution  to  the 

28  President  and  Vice  President  of  the  United  States,  the  Speaker 

29  of  the  House  of  Representatives  and  to  each  member  of  the 

30  Congress  of  the  United  States  representing  the  State  of  Cali- 

31  fornia. 
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VOLUNTARY  AGREEMENT  ON  RADIOACTIVE  V^ASTE  DISPOSAL  AT  SEA 
OFF  THE  COAST  OF  CALIFORNIA 

Pursuant  to  conference  on  the  thirteenth  day  of  Ma^',  1958,  licld  at 
Berkeley,  California,  between  official  agencies  in  California  and  firms 
licensed  by  AEC  to  dispose  of  radioactive  wastes  at  sea  with  respect  to 
the  disposal  of  radioactive  wastes  at  sea  off  the  coast  of  the  State  of 
California,  it  is  hereby  mutually  and  voluntarily  agreed  that  the  follow- 
ing method  and  areas  of  disposal  will  be  used  and  are  considered  under 
the  present  state  of  knowdedge  to  be  a  safe  means  of  disposal  wdiich  will 
adequately  protect  human  and  marine  life. 

Wastes  wall  be  packaged  in  containers  of  such  integrity  that  they  will 
remain  intact  at  the  depths  prescribed. 

All  such  wastes  will  be  disposed  of  in  at  least  2,000  fathoms  of  water 
and  in  a  circular  area  of  five-mile  radius  centered  at  the  following 
points : 

(A)  39°  30'  N.  latitude  by  125°  40'  W.  longitude; 

(B)  37°  40'  N.  latitude  by  124°  50'  W.  longitude; 

(C)  36°  N.  latitude  by  124°  W.  longitude; 

(D)  34°  30'  N.  latitude  by  122°  50'  W.  longitude; 

(E)  32°  N.  latitude  by  121°  30'  W.  longitude. 

This  voluntary  agreement  is  made  with  the  mutual  understanding 
that  additional  information  and  knowledge  on  the  subject  will  become 
available  from  time  to  time  and  that  future  meetings  will  be  held  for 
the  purpose  of  re-evaluating  this  agreement.  It  is  understood  that  this 
agreement  has  no  legal  binding  effect  on  either  party. 

COVER  LETTER  SUBMITTING  AEC   PROPOSAL  OF   1959  LEGISLATION 
TO  JOINT  COMMITTEE  ON  ATOMIC  ENERGY 

AEC  Proposed  Bill  in  March,  1959 

March  5, 1959 
Hon.  Clinton  P.  Anderson,  Chairman, 
Joint  Committee  on  Atomic  Energy, 
Congress  of  the  United  States, 
Washington,  D.  C. 

Dear  Senator  Anderson  :  This  is  in  reply  to  your  letter  dated 
December  2,  1958,  requesting  that  the  Commission  submit  any  legis- 
lative recommendations  on  the  subject  of  Federal-State  relationships 
in  the  atomic  energy  field  to  the  Joint  Committee  on  Atomic  Energy 
prior  to  March  1,  1959.  A  proposed  bill  dealing  with  Federal-State 
relations  in  the  atomic  energy  field  is  attached  hereto  as  attachment  I. 

The  Commission  believes  that  the  draft  bill  annexed  as  attachment  I 
incorporates  a  desirable  approach  to  the  question  of  adjusting  the  re- 
sponsibilities of  the  Federal  and  State  Governments  with  respect  to 
the  control  of  radiation  hazards.  The  Commission  believes  also  that 
the  proposed  bill  is  consistent  with  the  recommendations  of  the  Presi- 
dent in  his  budget  message  for  Fiscal  Year  1960  and  with  the  recom- 
mendations of  the  Joint  Federal-State  Action  Committee  to  the  Presi- 
dent of  the  United  States  and  to  the  chairman  of  the  Governors'  con- 
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ference.  In  order  to  make  it  possible  for  the  proposed  bill  to  be  incor- 
porated in  the  study  prepared  by  the  staif  of  the  Joint  Committee 
on  Atomic  Energy,  the  proposed  bill  is  being  forwarded  to  yon  before 
the  Commission  has  completed  its  study  of  certain  features  of  tlie  bill 
and  before  receiving  the  views  and  advice  of  other  Federal  agencies. 
Accordingly,  we  may  submit  recommendations  for  modifications  of  the 
proposed  bill  at  a  later  date. 

On  June  21,  1957,  the  Commission  submitted  to  the  chairman  of  the 
Joint  Committee  on  Atomic  Energy  a  proposed  amendment  to  the 
Atomic  Energy  Act  of  1954  designed  to  clarify  the  Commission's 
authority  to  deal  with  the  States  in  areas  in  which  the  Commission 
has  regulatory  functions;  and  to  define  the  authority  of  the  States  to 
regulate  areas  of  radiation  protection  regarding  which  Congress  has 
delegated  regulatory  responsibilities  to  the  Commission.  This  proposed 
bill  is  hereinafter  referred  to  as  the  "1957  bill." 

The  1957  bill  contained  three  paragraphs.  The  first  paragraph  would 
expressly  authorize  the  Commission  to  carry  out  co-operative  programs 
with  the  States,  including  agreements  with  States  under  which  they 
might  perform  inspections  and  provide  other  services  to  the  Commis- 
sion. It  would  also  authorize  the  Commission  to  furnish  employee  train- 
ing and  other  appropriate  services  to  the  States.  This  paragraph  is 
carried  over  into  the  new  proposed  bill  with  only  minor  drafting 
changes.  The  third  paragraph  of  the  1957  bill  contained  a  direction  to 
the  Commission  to  "continually  study,  in  consultation  with  the  States, 
the  desirability  of  recommending  to  Congress  legislation  which  would 
further  adjust  Federal  and  State  responsibilities  in  the  radiation  pro- 
tection field. ' '  The  new  bill  does  not  contain  such  a  provision. 

The  second  paragraph  of  the  1957  bill  contained  the  principal  sub- 
stantive provisions  of  the  bill.  Under  this  paragraph  the  Atomic 
Energy  Act  would  be  amended  so  that  the  States  might  adopt,  inspect 
against,  and  enforce  radiation  standards  for  the  protection  of  health 
and  safety  in  areas  regulated  by  AEC.  Thus  the  bill,  subject  to  cer- 
tain qualifications,  would  permit  dual  regulation  by  both  Federal  and 
State  Governments  of  activities  involving  source,  special  nuclear,  and 
byproduct  material  and  production  and  utilization  facilities. 

It  should  be  noted  that  the  1957  bill  would  merely  authorize  State 
regulation  in  addition  to  AEC  regulation.  It  would  not  permit  the 
Commission  to  withdraw  from  any  of  its  regulatory  responsibilities 
even  in  States  having  very  good  regulatory  programs. 

It  was  recognized  by  the  Commission  at  the  time  the  1957  bill  was 
submitted  to  the  Joint  Committee  on  Atomic  Energy  that  the  concept 
of  "dual  jurisdiction"  did  not  represent  more  than  an  interim  solu- 
tion to  the  problem  of  adjusting  Federal  and  State  responsibilities  in 
the  atomic  energy  field.  In  the  letter  of  June  21,  1957,  to  Congressman 
Durham  forwarding  the  1957  bill,  the  Commission  .stated: 

' '  The  Commission  does  not  feel  that  this  proposed  amendment  should 
be  regarded  as  the  ultimate  disposition  of  State  and  Federal  responsi- 
bilities for  the  protection  of  the  health  and  safety  of  the  public  in  the 
field  of  radiation  protection  Avith  regard  to  the  processing  and  utiliza- 
tion of  source,  byproduct,  and  special  nuclear  material.  The  Commis- 
sion proposes  to  continue  to  study  this  matter  to  determine  whether 
it  should  propose  legislation  which  would  permit  it  to  withdraw  from 
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some  limited  portions  of  its  current  regulatory  jurisdiction  for  the 
radiation  protection  of  the  health  and  safety  of  the  public.  Such  a 
study  must  consider,  among  other  things,  whether  there  is  a  continuing 
need  for  Federal  control  of  radiation  sources  in  order  to  keep  the 
national  radiation  exposure  level  within  the  permissible  limits  in  con- 
sideration of  the  long-range  effects  of  radiation,  and  must  also  consider 
the  respective  abilities  of  the  States  and  Federal  Government  to  best 
perform  functions  of  radiation  protection  in  the  various  fields  covered 
by  the  act.  The  Commission  feels  that  it  is  premature  at  this  time  to 
turn  over  to  the  States  sole  regulatory  responsibility  for  any  of  the 
areas  in  the  field  covered  by  the  1954  act.  However,  the  Commission 
recognizes  that  as  knowledge  in  nuclear  energy  develops  and  becomes 
more  widespread,  and  as  we  learn  more  about  the  hazards  in  this  field, 
the  States  will  undoubtedly  gain  a  greater  degree  of  competence 
through  added  technical  resources,  including  technical  personnel,  lab- 
oratory facilities  and  training  programs.  It  should  be  pointed  out  that 
competence  of  the  States  to  deal  with  radiation  protection  is  not  the 
sole  criteria  for  deciding  the  scope  of  the  responsibility  that  should 
be  vested  in  them.  Perhaps  a  more  basic  question  is  the  extent  to  which 
Federal  control  must  be  exercised  in  the  field  of  radiation  health  and 
safety  in  view  of  the  national  and  international  problems  of  atomic 
energy. ' ' 

The  proposed  new  bill  (attachment  I)  represents,  in  the  view  of  the 
Commission,  a  more  definitive  approach  to  the  problem  of  adjusting 
Federal-State  relations  in  the  atomic  energy  field.  It  provides  a  statu- 
tory framework  within  which  the  States  may  assume  an  independent 
regulatory  role  in  extensive  areas  now  occupied  by  the  Atomic  Energy 
Commission  on  a  basis  which  will  assure  appropriate  protection  for 
public  health  and  safety  and  continued  compatibility  of  the  regulatory 
programs  of  the  States  and  the  Atomic  Energy  Commission. 

Essentially,  the  objectives  of  this  proposed  bill  (hereinafter  referred 
to  as  the  "new  bill")  are  to  provide  procedures  and  criteria  whereby 
the  Commission  may  "turn  over"  to  individual  states,  as  they  become 
ready,  certain  defined  areas  of  regulatory  jurisdiction.  Certain  areas, 
as  to  which  interstate,  national  or  international  considerations  may  be 
paramount,  would  be  excluded.  In  addition,  certain  areas  would  be 
excluded  because  the  technical  safety  considerations  are  of  such  com- 
plexity that  it  is  not  likely  that  any  State  would  be  prepared  to  deal 
with  them  during  the  foreseeable  future. 

To  assist  the  states  to  prepare  themselves  for  assuming  independent 
regulatory  jurisdiction,  the  new  bill  (like  the  1957  bill)  specifically 
authorizes  the  Commission  to  provide  training  and  other  services  to 
State  officials  and  employees  and  to  enter  into  agreements  with  the 
states  under  which  the  latter  may  perform  inspections  and  other  func- 
tions co-operatively  with  the  Commission. 

The  bill  includes  criteria  which  would  need  to  be  met  before  the 
Commission  could  turn  over  any  of  its  responsibilities  to  a  State ;  and 
provisions  pursuant  to  which  the  Commission  might  reassert  its  author- 
ity. The  bill  provides  that  the  Commission  may,  upon  request  of  the 
Governor  or  upon  its  own  initiative,  terminate  or  suspend  its  agree- 
ment with  the  State  and  reassert  its  regulatory  authority  if  the  Com- 
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mission  finds  that  such  termination  or  suspension  is  required  to  protect 
public  health  and  safety.  Opportunity  for  hearing  is  provided. 

The  bill  also  contains  specific  provisions  designed  to  remove  doubt 
as  to  the  relative  responsibilities  of  the  Commission  and  the  states. 
These  provisions  are  contained  in  the  first  sentence  of  subsection  a.  (1) 
and  in  subsection  i. 

The  proposed  bill  does  not  affect  the  jurisdiction  of  other  Federal 
regulatory  agencies.  It  provides  only  for  discontinuance  of  the  exercise 
of  Commission  jurisdiction,  after  agreement  with  the  Governor  of  a 
State.  The  jurisdiction  of  such  agencies  as  the  Interstate  Commerce 
Commission,  the  Civil  Aeronautics  Board,  Department  of  Health,  Edu- 
cation, and  Welfare,  Federal  Trade  Commission,  and  other  Federal 
regulatory  agencies  will  not  be  affected. 

Attachment  II  is  a  detailed  section-by-section  analysis  of  the  pro- 
posed bill. 

Sincerely  yours, 

A.  R.  LUEDECKE 
General  Manager 

AEC  DRAFT  OF  PROPOSED   1959  LEGISLATION 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled,  That: 

Section  1.  The  following  section  be  added  to  the  Atomic  Energy 
Act  of  1954,  as  amended: 

Sec.  27-4.     Cooperation  "With  States 

a.  (1)  Except  as  provided  in  paragraph  (2)  of  this  subsection,  the 
commission  is  authorized  to  enter  into  agreements  with  the  Governor 
or  other  chief  executive  officer  of  any  State  providing  for  discontinu- 
ance of  the  regulatory  and  licensing  authority  of  the  commission  under 
Chapters  6,  7,  and  8,  and  section  161  with  respect  to  any  one  or  more 
of  the  following  categories  of  activities  within  the  State  and,  during 
the  duration  of  such  an  agreement,  nothing  in  this  Act  shall  be  con- 
strued to  affect  the  authoritj-  of  the  State  to  regulate  and  license  the 
categories  of  activities  covered  by  the  agreement  for  the  protection  of 
the  health  and  safety  of  the  public  from  radiation  hazards : 

(i)  The  ownership,  possession,  use,  transfer,  delivery,  receipt 
and  disposal  of  byproduct  material ; 

(ii)  The  possession,  use,  traiisfer,  delivery,  receipt,  and  disposal 
of  quantities  of  special  nuclear  material  which  the  Commission 
determines  by  regulation  or  order  do  not  present  a  hazard  of 
accidental  criticality ; 

(iii)  The  ownership,  possession,  use,  transfer,  delivery,  receipt, 
and  disposal  of  source  material. 

(2)  No  agreement  entered  into  pur.suant  to  this  subsection  shall 
provide  for  discontinuance  of  any  authority  of  the  Commission  with 
respect  to : 

(i)  Any  activity  under  a  license  issued  by  the  Commission  for 
the  construction  or  operation  of  a  production  or  utilization  facility ; 
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(ii)  The  export  from  or  import  into  the  United  States  of  source, 
special  nuclear  or  byproduct  material  or  of  any  production  or 
utilization  facility ; 

(iii)  The  disposal  of  byproduct,  source,  or  special  nuclear  ma- 
terial into  the  ocean  or  sea  as  defined  in  regulations  or  orders  of 
the  Commission ; 

(iv)  Such  other  disposal  of  byproduct,  source,  or  special  nuclear 
material  as  the  Commission  determines  by  repulation  or  order 
should,  because  of  the  hazards  or  potential  hazards  thereof,  not  be 
disposed  of  without  a  license  from  the  Commission ;  and 

(v)  The  sale  or  transfer  of  possession  or  control  by  the  manu- 
facturer, processor,  or  producer  of  equipment,  devices,  products, 
commodities  and  other  products  containing'  source,  bj^product,  or 
special  nuclear  material. 

b.  No  agreement  entered  into  under  this  subsection,  and  no  exemption 
granted  pursuant  to  subsection  e.,  shall  affect  the  authority  of  the 
Commission  under  subsection  161  b.  or  i.  to  issue  rules,  regulations  or 
orders  to  protect  the  common  defense  and  security,  to  protect  Restricted 
Data  or  to  guard  against  the  loss  or  diversion  of  special  nuclear 
material.  For  purposes  of  subsection  161  i.,  activities  covered  by  exemp- 
tions granted  pursuant  to  subsection  e.  shall  be  deemed  to  constitute 
activities  authorized  pursuant  to  this  Act ;  and  special  nuclear  material 
acquired  by  any  person  pursuant  to  such  an  exemption  shall  be  deemed 
to  have  been  acquired  pursuant  to  section  53. 

c.  The  Commission  may  enter  into  an  agreement  under  subsection  a. 
of  this  section  with  any  State  if : 

(1)  the  Governor  or  other  chief  executive  officer  of  that  State 
certifies  that  the  State  has  a  program  for  the  control  of  radiation 
hazards  which  is  adequate  to  protect  the  public  health  and  safety 
with  respect  to  activities  within  the  State  covered  by  the  proposed 
agreement;  and 

(2)  the  Commission  finds  that  the  State  program  is  adequate 
to  protect  the  public  health  and  safety,  and  is  compatible  with 
the  Commission's  program  for  the  control   of  radiation  hazards. 

d.  (1)  Before  any  agreement  under  subsection  a.  is  assigned  by 
the  Commission,  the  terms  of  the  proposed  agreement  and  of  proposed 
exemptions  pursuant  to  subsection  e.  shall  be  published  once  each  week 
for  three  consecutive  weeks  in  the  Federal  Register ;  and  such  oppor- 
tunity for  comment  by  interested  persons  on  the  proposed  agreement 
and  exemptions  shall  be  allowed  as  the  Commission  determines  by  regu- 
lation or  order  to  be  appropriate. 

(2)  Each  agreement  shall  include  the  date,  not  less  than  six  months 
nor  more  than  one  year  after  signature  by  the  Commission,  as  of  which 
the  agreement  and  exemptions  will  become  effective.  The  agreement 
and  exemptions  shall  be  published  in  the  Federal  Register  within  30 
days  after  signature  of  the  agreement  by  the  Commissioner  and  the 
Governor  or  other  chief  executive  officer  of  the  State. 

e.  The  Commission  is  authorized  and  directed,  by  regulation  or 
order,  to  grant  such  exemptions  from  the  licensing  requirements  con- 
tained in  chapters  6,  7,  and  8,  and  from  its  regulations  applicable  to 
licensees  as  the  Commission  finds  necessary  or  appropriate  to  carry  out 
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the  provisions  of  any  agreement  entered  into  pursuant  to  subsection 
a.  of  this  section. 

f.  The  Commission  is  authorized  and  directed  to  cooperate  with 
the  states  in  the  formulation  of  standards  for  protection  aeaiust  haz- 
ards of  radiation  to  assure  that  state  and  commission  programs  for  pro- 
tection against  hazards  of  radiation  will,  to  the  extent  feasible,  be  co- 
ordinated and  eom])atible. 

g.  The  Commission  in  carrying  out  its  licensing  and  regulatory  re- 
sponsibilities under  this  act  is  authorized  to  enter  into  agreements  with 
any  State,  or  group  of  states  to  perform  inspections  or  other  functions 
on  a  cooperative  basis  as  the  Commission  deems  appropriate.  The  Com- 
mission is  also  authorized  to  provide  training,  with  or  without  charge, 
to  employees  of,  and  such  other  assistance  to.  any  state  or  political 
subdivision  thereof  or  group  of  states  as  the  commission  deems  appro- 
priate. 

h.  The  Commission,  upon  its  own  initiative  after  reasonable  notice 
and  opportunity  for  hearing  to  the  state  with  which  an  agreement 
under  subsection  a.  has  become  effective,  or  upon  request  of  the  Gov- 
ernor or  other  chief  executive  officer  of  such  State,  may  terminate  or 
suspend  its  agreement  with  the  State  and  reassert  the  licensing  and 
regulatory  authority  vested  in  it  under  this  Act,  if  the  Commission  finds 
that  such  termination  or  suspension  is  required  to  protect  the  public 
health  and  safety. 

i.  Nothing  in  this  Act  shall  be  con.strued  to  affect  the  authoritj^  of 
any  State  or  local  agency  to  regulate  activities  subject  to  the  Commis- 
sion's regulatory  authority  for  purposes  other  than  protection  against 
radiation  hazards. 

j.  As  used  in  this  section,  the  term  "State''  means  any  State,  Terri- 
tory or  possession  of  the  United  States,  the  Canal  Zone.  Puerto  Kieo, 
and  the  District  of  Columbia. 

Sec.  2.  Section  108  of  the  Atomic  Energy  Act  of  1954,  is  amended 
by  deleting  the  phrase  "distributed  under  the  provisions  of  subsection 
53  a.,"  from  the  second  sentence. 

ANALYSIS  OF  AEC  PROPOSED   1959  LEGISLATION 

The  following  is  an  anal^'sis  of  the  proposed  bill  to  amend  the 
Atomic  Energy  Act  of  1954. 

Suhsection  a.  authorizes  the  Commi.'-sion  to  enter  into  an  agreement 
with  the  Governor  or  other  chief  executive  officer  of  any  State  to  pro- 
vide for  discontinuance  of  the  regulatory  and  licensing  authority  of 
the  Commission  under  chapters  6,  7,  and  8  and  section  161  of  the  Atomic 
Energy  Act  of  1954.  as  amended,  with  respect  to  certain  defined 
activities  within  the  State.  Except  as  excluded  in  paragraph  (2)  of  the 
subsection,  these  activities  are  : 

(i)  The  ownership,  possession,  use,  transfer,  delivery,  receipt, 
and  disposal  of  byproduct  material ; 

(ii)  The  possession,  use,  transfer,  delivery,  receipt,  and  dis- 
posal of  quantities  of  special  nuclear  material  Avhich  the  Com- 
mission determine.-;  by  regulation  or  order  do  not  i)resent  a  hazard 
of  accidental  criticality ; 

(iii)  The  ownership,  possession,  use,  transfer,  delivery,  receipt, 
and  disposal  of  source  material. 
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These  areas  encompass  by  far  the  greatest  part  of  present  Commission 
licensino'  and  regulatory  activities.  They  are  areas  which  are  susceptible 
of  appropriate  and  adequate  regulation  by  the  States. 

Three  categories  of  activities  are  specified.  Under  the  bill  the  Com- 
mission may  enter  into  an  agreement  providing  for  discontinuance  of 
its  regulatory  authority  with  respect  to  any  one  or  more  of  those  cate- 
gories. Such  an  agreement  may  not  proAdde  for  discontinuance  of  the 
Commission's  authority  with  respect  to  part  of  a  category.  There  may, 
however,  be  a  series  of  agreements  with  a  particular  State  adding  addi- 
tional categories  as  time  goes  on  and  the  State  program  develops.  It 
would  be  the  intention  of  the  Commission  under  this  bill  to  enter  into 
agreements  with  the  States  covering  all  of  the  categories  as  soon  as  the 
States  are  prepared  to  assume  those  responsibilities. 

Quantities  of  special  nuclear  material  which  may  present  hazards 
of  accidental  criticality  are  excluded  from  the  scope  of  the  bill  because 
of  the  difficult  technical  problems  presented  and  because  of  the  acute 
scarcity  of  experienced  specialists  in  this  field.  As  a  consequence  of 
the  exclusion  of  such  quantities,  such  activities  as  the  processing  of 
special  nuclear  material,  fabrication  of  fuel  elements  and  similar  activi- 
ties involving  significant  quantities  of  special  nuclear  material  will 
remain  subject  to  the  licensing  requirements  and  other  regulatory  con- 
trols of  the  Commission.  As  our  store  of  knowledge  concerning  problems 
of  criticality  expands  and  the  number  of  specialists  in  the  field  in- 
creases, it  may  become  feasible  by  amendment  of  the  section  to  include 
larger  quantities  of  special  nuclear  material  among  the  areas  in  which 
the  Commission  is  authorized  to  discontinue  its  regulatory  program. 

The  statement  in  paragraph  (1)  of  the  subsection  that,  "during  the 
duration  of  such  an  agreement,  nothing  in  this  Act  shall  be  construed 
to  affect  the  authority  of  the  State  to  regulate  and  license  the  cate- 
gories of  activities"  covered  by  any  agreement  with  the  State  is  de- 
signed to  make  clear  the  intent  that,  upon  discontinuance  of  the  Com- 
mission's autliority,  the  State  shall  have  full  jurisdiction  with  respect 
to  regulation  of  those  activities  for  protection  against  radiation  hazards. 

Paragraph  (2)  of  subsection  a.  defines  those  areas  in  which  the  Com- 
mission may  not  agree  to  discontinue  its  regulatory  and  licensing 
authority.  These  areas  are: 

(i)  Any  activity  under  a  license  issued  by  the  Commission  for 
the  construction  or  operation  of  a  production  or  utilization  facility. 

Such  activities  include,  but  are  not  limited  to,  the  possession  and  stor- 
age at  the  site  of  the  licensed  activity  of  nuclear  fuel  and  of  source, 
special  nuclear  material  and  byproduct  materials  used  or  produced  in 
the  operation  of  the  facility;  the  transportation  of  such  materials 
to  and  from  the  reactor  site;  and  the  discharge  of  effluent  from  the 
facility. 

(ii)  The  export  from  or  import  into  the  United  States  of  source, 
special  nuclear  or  byproduct  material  or  of  any  production  or 
utilization  facility. 

The  reasons  for  excluding  exports  and  imports  from  State  regulatory 
jurisdiction  are  obvious.  The  control  of  exports  and  imports  is  a  matter 
primarily  of  Federal  rather  than  State  interest.  This  exclusion  applies 
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only  to  the  act  of  importation  or  exportation;  and  would  not  affect 
the  authority  of  a  State  to  rep'ulate  the  possession  or  transfer  of 
materials  -which  are  imported  or  exported. 

(iii)  The  disposal  of  byproduct,  source  or  special  nuclear  ma- 
terial into  the  ocean  or  sea  as  defined  in  regulations  or  orders 
of  the  Commission. 

This  exclusion  is  included  because  the  ocean  disposal  of  those  materials 
will  frequently  involve  the  interests  of  a  number  of  states  and  may  also 
frequently  involve  international  considerations. 

The  Commission  is  authorized  in  the  exclusion  to  define  by  regula- 
tion or  order  what  constitutes  disposal  of  material  into  "the  ocean  or 
sea"  because  difficult  problems  of  statutory  construction  might  other- 
wise arise.  Under  this  exclusion  the  Commission  would  be  authorized 
to  reserve  for  the  continued  exercise  of  Federal  control  the  disposal 
of  source,  special  nuclear  and  byproduct  material  into  such  areas  as 
the  Gulf  of  Mexico  and  also,  in  appropriate  cases,  into  harbors  or 
waterways  under  circumstances  where  disposal  into  the  harbor  or 
waterway  may  result  in  significant  contamination  of  an  ocean  or  sea. 

(iv)  Such  other  disposal  of  byproduct,  source  or  special  nuclear 
material  as  the  Commission  determines  by  regulation  or  order 
should,  because  of  the  hazards  or  potential  hazards  thereof,  not 
be  disposed  of  without  a  license  from  the  Commission. 

This  provision  gives  the  Commission  authority,  by  regulation  or  order, 
to  reserve  for  the  continued  exercise  of  Commission  regulatory  controls, 
such  disposal  of  byproduct,  source  or  special  nuclear  material  other 
than  into  the  ocean  or  sea  as  the  Commission  determines  require  the 
continued  exercise  of  Commission  regulator}^  controls  because  of  the 
hazards  or  potential  hazards  of  such  disposal.  It  is  anticipated,  for 
example,  that  the  Commission  will  reserve  for  the  continued  exercise 
of  its  regulatory  controls,  the  disposal  by  burial  of  significant  quanti- 
ties or  types  of  such  materials.  The  disposal  by  burial  of  significant 
quantities  of  these  materials  may  present  unique  and  difficult  problems 
requiring  continued  Federal  control.  Burial  of  fission  products  and 
other  radioactive  materials  having  a  long  life  might  require  continued 
regulatory  supervision  for  centuries  or  even  millenia  after  burial.  At 
the  present  time  the  Commission  does  not  permit  the  disposal  by 
burial  of  significant  quantities  of  radioactive  materials  except  on 
Commission-owned  property. 

Many  States  are  developing  good  working  relationships  with  neigh- 
boring States  to  provide  for  the  joint  control  of  pollution  in  water- 
ways which  are  of  mutual  interest  to  them.  It  will  be  the  policy  of 
the  Commission  under  this  bill  to  encourage  the  States  to  extend 
these  arrangments  to  the  disposal  of  radioactive  materials  into  rivers 
and  other  waterways  or  to  enter  into  new  arrangements  for  the  pro- 
tection of  their  common  interests.  Such  arrangements  could  make  it 
possible  for  the  Commission  to  discontinue  its  regulatory  controls  in 
many  States  and  regions  over  the  disposal  of  source,  byproducts  and 
special  nuclear  materials  into  rivers  and  streams. 

It  should  be  noted  that  under  paragraph  (2)(i)  the  Commission 
will  retain  control  over  the  disposal  by  licensed  operators  of  produc- 
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tioii  and  utilization  facilities  (including  reactors  and  chemical  re- 
processing plants)  of  radioactive  wastes  produced  under  licenses  for 
the  operation  of  production  or  utilization  facilities. 

(v)  The  sale  or  transfer  of  possession  or  control  by  tlie  manu- 
facturer, processor  or  producer  of  equipment,  devices,  commod- 
ities, and  other  products  containing  source,  byproduct,  or  special 
nuclear  material. 

This  exclusion  applies  only  to  the  sale  and  transfer  of  possession  or 
control  of  such  articles  by  the  manufacturer,  producer  or  processor. 
The  exclusion  will  not  aft'ect  the  jurisdiction  of  any  State  with  which 
an  agreement  under  subsection  a.(l)  is  effective  to  regulate  hazards 
involved  in  the  production,  manufacture,  or  processing  of  products 
containing  radioactive  materials  or  in  the  use  or  transportation  of 
such  products. 

Under  this  provision  the  Commission  will  continue  to  exercise 
appropriate  licensing  and  regulatory  controls  with  respect  to  such 
sales,  transfer  of  possession  and  control,  and  distribution.  Thus,  the 
Commission  will  be  in  a  position  to  assure  that  such  articles  will  not 
be  sold  or  distributed  unless  they  meet  the  Commission's  minimum 
safety  requirements,  including  appropriate  manufacturing  and  proc- 
essing specifications,  labeling  requirements  and  so  forth. 

It  is  important  to  retain  Federal  control  in  this  area  for  two  prin- 
cipal reasons.  Manufacturers  of  such  devices  as  gages,  luminous 
markers,  radiograph  and  teletherapy  devices,  electronic  tubes,  and 
so  forth,  sell  their  products  throughout  the  United  States,  and  in 
many  foreign  countries.  It  is  important,  both  from  the  standpoint 
of  protecting  public  health  and  safety  and  of  avoiding  undue  burdens 
upon  the  growing  atomic  energy  industry,  to  assure  that  controls  in 
this  area  should  be  uniform  and  should  be  uniformly  applied. 

There  is  an  additional  reason  why  it  is  important  for  the  Com- 
mission to  continue  the  exercise  of  its  regulatory  controls  over  the  sale, 
transfer  or  distribution  of  articles  containing  source,  byproduct  and 
special  nuclear  materials.  As  the  supply  of  such  radioactive  mate- 
rials, particularly  byproduct  materials,  increases,  there  may  be  in- 
creasing proposals  by  manufacturers  and  processors  to  incorporate 
such  materials  in  articles  (such  as  consumer  products)  that  receive 
widespread  distribution.  Although  it  is  not  a  present  problem,  the 
extent  to  which  the  widespread  distribution  of  radioactive  materials 
should  be  permited  in  this  country  may  in  the  foreseeable  future  pre- 
sent questions  of  public  policy  which  can  be  resolved,  and  the  hazards 
controlled,  only  at  the  Federal  level. 

It  should  be  noted  that  the  Commission  may  grant  exemptions  from 
licensing  requirements  under  section  62  or  81  of  the  act  applicable  to 
producers,  distributors  and  processors  of  articles  containing  source  and 
byproducts  materials  where  the  grant  of  such  exemptions  would  be 
consistent  with  the  public  health  and  safety.  Under  the  bill,  the  grant 
of  such  exemptions  under  section  62  or  81  would  not  furnish  a  basis 
for  the  exercise  of  State  regulatory  jurisdiction.  Thus,  Commission 
exemptions  from  its  regulatory  controls  for  items  containing  trace  or 
other   innocuous   quantities   of   byproduct,   source   or   special  nuclear 
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material  would  not  result  in  the  sale  or  distribution  of  such  eoramodities 
becoming  subject  to  State  regulatory  jurisdiction. 

Snhsection  h.  is  designed  to  make  it  clear  that  the  bill  does  not  affect 
the  Commission's  jurisdiction  under  the  Atomic  Energy  Act  of  1954, 
as  amended,  to  issue  appropriate  rules,  regulations,  or  orders  to  protect 
the  common  defense  and  security,  to  protect  restricted  data,  or  to  guard 
against  the  loss  or  diversion  of  special  nuclear  material.  Under  the  bill 
the  Commission  would  have  continued  authority  to  issue  rules  and  regu- 
lations for  these  purposes  applicable  to  any  user  of  source,  byproduct, 
or  special  nuclear  material,  even  though  the  user  might  be  exempt 
(pursuant  to  subsection  e.)  from  Commission  licensing  requirements 
and  from  Commission  regulations  designed  to  protect  health  and  safety. 

Sulsecfion  c.  specified  the  findings  which  the  Governor  or  other  chief 
executive  officer  of  the  State  and  the  Commission  must  make  before 
the  Commission  can  enter  into  an  agreement  with  the  State  under  the 
bill.  The  Governor  or  other  chief  executive  officer  must  certify  that  the 
State  has  a  program  for  the  control  of  radiation  hazards  which  is  ade- 
quate to  protect  the  public  health  and  safety  with  respect  to  activities 
within  the  State  covered  by  the  proposed  agreement.  The  Commission 
must  find  that  the  State  program  is  adequate  to  protect  the  public 
health  and  safety;  and  that  the  State  program  is  compatible  with  the 
Commission's  program  for  the  control  of  radiation  hazards. 

If  this  bill  is  adopted  by  the  Congress,  the  Commission  would  plan, 
in  cooperation  with  the  states  and  appropriate  Federal  agencies,  to 
develop  model  State  regulations  and  programs  for  assisting  states  to 
qualify  under  the  bill. 

Under  the  Atomic  Energy  Act  of  1954  and  regulations  issued  there- 
under by  the  Commission,  no  person  may  acquire  or  possess,  source, 
bj'product  or  special  nuclear  material  without  first  obtaining  a  license 
from  the  Commission.  As  a  result  of  this  licensing  requirement,  the 
Commission  makes  a  "preevaluation"  of  the  abilitj^  of  a  license  appli- 
cant and  the  adequacy  of  the  applicant's  procedures  and  equipment,  to 
assure  that  appropriate  safeguards  can  and  will  be  observed  by  the 
applicant.  An  adequate  State  program  for  control  of  radiation  hazards 
may  need  to  include  appropriate  preevaluation  procedures  to  assure 
that  significant  cpiantities  of  radioactive  materials  are  not  acquired  by 
unqualified  persons  or  organizations.  This  will  require  further  study. 
Most  State  and  local  agencies  which  have  issued  radiation  protection 
regulations  have  thus  far  only  required  the  registration  of  the  sources 
of  radiation.  It  may  be  that  in  some  States  enabling  legislation  would 
need  to  be  adopted  before  State  agencies  would  have  authority  to  adopt 
preevaluation  procedures. 

Subsection  d.  specifies  the  public  procedures  which  must  be  observed 
by  the  Commission  before  any  agreement  under  subsection  (a)  may 
become  effective.  These  procedures  are  self-explanatory. 

Sutsection  e.  authorizes  and  directs  the  Commission,  by  regulation 
or  order,  to  grant  such  exemptions  from  licensing  requirements  con- 
tained in  chapters  6,  7,  and  8  of  the  act,  and  from  its  regulations 
applicable  to  licensees,  as  the  Commission  finds  necessary  or  approp- 
priate  to  carry  out  the  provisions  of  any  agreement  entered  into  with 
a  State  under  subsection  a.  Subsection  e.  gives  the  Commission  neces- 
sary authority  to  implement  those  agreements. 
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Siib section  f.  authorizes  and  directs  the  Commission  to  cooperate 
with  the  States  in  the  formulation  of  standards  for  protection  against 
hazards  of  radiation  to  assure  that  State  and  Commission  programs 
for  protection  against  hazards  of  radiation  will  be  coordinated  and 
compatible  with  each  other.  In  order  to  achieve  the  orderly  develop- 
ment and  exploitation  of  uses  of  sources  of  radiation  in  industry, 
research,  medicine,  agriculture,  and  other  fields,  on  a  basis  which 
will  adequately  protect  the  public  health  and  safety,  it  is  important 
that  the  Commission  coordinate  Federal  and  State  radiation  protec- 
tion programs;  and  that  there  be  reasonable  compatibility  among  the 
various  Federal  and  State  programs.  Such  cooperation  will  become 
even  more  important  as  the  States  assume  independent  regulatory 
responsibilities  within  areas  presently  occupied  by  the  Atomic  Energy 
Commission. 

The  first  sentence  of  subsection  (g)  clarifies  the  Commission's  ex- 
isting authority  under  subsection  161  f.  of  the  act.  It  would  expressly 
authorize  the  Commission  to  enter  into  agreements  with  any  State 
or  group  of  States  to  perform  inspections  or  other  functions  on  a 
cooperative  basis  as  the  Commission  deems  appropriate,  including  such 
additional  functions  as  assistance  in  evaluating  the  meteorological 
and  hydrological  conditions  of  sites  proposed  for  nuclear  activities, 
radiological  surveys,  and  other  appropriate  services.  The  Commis- 
sion has  already  made  its  intent  clear  to  recognize  where  possible 
the  functions  of  appropriate  State  agencies  in  the  inspection  of  Com- 
mission licensees  authorized  to  use  byproduct  and  source  material. 
This  policy  will  assist  States  to  prepare  themselves  to  assume  in- 
dependent regulatory  functions. 

The  second  sentence  of  subsection  g.  would  authorize  the  Commis- 
sion to  provide  training  with  or  without  charge  to  employees  of  any 
State  (or  political  subdivision)  and  such  other  services  as  the  Com- 
mission deems  appropriate.  The  Commission  already  has  general 
authority  under  section  31  b.  to  grant  assistance  for  education  and 
training  in  the  fields  specified  in  section  31  a.  However,  the  Commis- 
sion feels  it  is  desirable  in  this  bill  to  emphasize  and  clarify  its  au- 
thority to  provide  assistance  in  the  training  of  State  employees  and 
to  provide  other  services  to  the  States  without  charge. 

The  Commission  is  considering  a  program  of  assistance  in  training 
State  radiation  personnel. 

The  training  and  other  services  furnished  to  the  States  under  the 
second  sentence  of  subsection  g.  would  be  intended  to  assist  the  States 
to  prepare  for,  and  carry  out,  independent  State  radiation  protection 
programs. 

It  is  not  our  intention  in  connection  with  this  training  assistance 
to  supplant  the  programs  of  other  Federal  agencies,  such  as  the  De- 
partment of  Health,  Education,  and  Welfare,  which  have  existing 
authority  much  broader  in  scope.  Rather,  it  is  our  intention  to  work 
closely  with  such  agencies  in  correlating  our  training  assistance  with 
their  programs  and  to  use  any  training  facilities  or  programs  which 
they  have  established,  to  the  extent  that  they  are  suitable  to  our  pur- 
poses. 

If  this  bill  is  adopted,  the  Commission  will  assist  the  State  to 
qualify  under  the  bill.  In  cooperation  with  the  states,  Federal  agencies. 
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other  organizations  such  as  the  Council  of  State  Governments  and  the 
National  Association  of  Attorneys  General,  the  Commission  would 
take  appropriate  steps  to  assure  that  appropriate  model  State  regu- 
lations and  legislation  are  prepared,  and  that  adequate  opportunities 
for  training  State  employees  are  made  available  to  the  states.  As  noted 
above,  the  Commission  will,  as  rapidly  as  qualified  State  personnel  are 
available,  enter  into  appropriate  agreements  with  States  to  cooperate 
in  performing  inspection  and  other  functions  in  connection  Avith  the 
Commission's  regulatory  program.  Under  the  provisions  of  the  pro- 
posed bill,  the  Commission  will  also  be  able  to  furnish  states  which 
have  entered  into  agreements  with  the  Commission  with  assistance  in 
the  form  of  consulting  services  and  other  specialized  assistance. 

Subsection  h.  provides  that  the  Commission  may,  upon  its  own  initia- 
tive or  upon  request  of  the  Governor  or  other  chief  executive  officer 
of  a  State  with  which  an  ag-reement  under  subsection  a.  has  become 
effective,  terminate  or  suspend  the  agreement  and  reassert  its  licensing 
and  regulatory  authority.  Before  doing  so,  however,  the  Commission 
must  find  that  such  termination  or  suspension  is  required  to  protect 
public  health  and  safety.  If  the  termination  or  suspension  is  upon 
the  Commission's  initiative,  notice  and  opportunity  for  hearing  must 
be  given  to  the  Governor  or  other  chief  executive  officer  of  the  State. 

8ul)sccfio7i  i.  is  designed  to  make  it  clear  that  nothing  in  the  Atomic 
Energy  Act  is  intended  to  affect  the  authority  or  regulations  of  any 
State  or  local  agency  to  protect  the  health,  safety,  and  welfare  of  the 
public  against  hazards  other  than  radiation  hazards.  This  provision 
should  remove  whatever  doubts  may  exist  as  to  the  authority  of  the 
States  to  regulate  the  activities  of  AEC  licensees  for  purposes  other 
than  protection  against  radiation  hazards. 

Suhsection  j.  contains  a  definition  of  "State"  as  used  in  the  proposed 
bill  in  order  to  make  it  clear  that  the  provisions  of  the  bill  apply 
also  to  Territories  and  possessions  of  the  United  States,  the  Canal 
Zone,  Puerto  Eico,  and  the  District  of  Columbia. 

The  proposed  bill  would  also  amend  section  108  of  the  aL-t  by  delet- 
ing "distributed  under  the  provisions  of  subsection  53  a."  from  the 
second  sentence.  The  purpose  of  this  amendment  is  to  assure  that  the 
authority  of  the  Atomic  Energy  Commission  under  section  108  will 
not  be  impaired  by  reason  of  the  Commission's  having  entered  into 
an  agreement  with  the  Governor  of  anv  State. 


LETTER  FROM  U.  S.  FOOD  AND  DRUG  ADMINISTRATION 
REGARDING  MONITORING  OF  IMPORTED  FISH 

Department  of  Health,  Education,  and  "Welfare 

Pood  and  Drug  Administration 

Los  Angeles  15,  California 

October  17,  1958 
Mr.  Harry  K.  Grafe,  Executive  Secretary 
Senate  Interim  Committee  on  Fish  and  Game 
3067  State  Capitol,  Sacramento,  California 

Dear  Mr.  Grafe  :  The  following  information  is  offered  in  response 
to  your  letter  of  September  5,  1958. 
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Our  monitoring  of  imported  fish  began  in  March  of  1954  when  we 
learned  of  the  Japanese  tuna  fishing  boat  which  had  been  subjected 
to  fallout.  Our  monitoring  activities  were  of  a  precautionary  nature, 
since  the  Japanese  Government  took  steps  to  destroy  any  tuna  showing 
evidence  of  radioactivity.  In  1954  we  examined  4,000  tons  of  imported 
frozen  tuna  and  in  1955  we  examined  23,500  tons  of  tuna  and  1,250 
tons  of  anchovies,  mackerel,  shark  livers,  and  shark  fins.  During  this 
two-year  period  our  findings  were  essentially  negative,  for  we  en- 
countered only  two  tuna  in  1954  and  four  tuna  in  1955  showing 
evidence  of  radioactivity.  The  level  of  radioactivity  was  well  within 
the  recognized  limits  for  safety  and  was  in  fact  not  much  above 
normal  background  readings.  Nevertheless,  the  fish  were  not  permitted 
to  enter  consumption  channels. 

Because  of  our  experience  during  the  1954-55  period,  we  subse- 
quently reduced  our  monitoring  to  spot-checking  imported  fish.  Dur- 
ing 1956,  1957,  and  1958  our  monitoring  activities  have  ranged  from 
checking  10  percent  of  all  vessels  to  checking  one  cargo  per  month. 
We  have  given  increased  attention  following  announced  Pacific  nuclear 
tests.  During  this  three-year  period  we  have  not  encountered  fish  dis- 
playing detectable  radioactivity.  Our  San  Francisco  and  Seattle  dis- 
tricts also  have  monitored  tuna  from  1954  to  the  present,  and  have  not 
encountered  any  radioactive  fish. 

In  our  field  survey  work  we  use  portable  Geiger-MuUer  type  meters 
equipped  with  a  probe  with  the  customary  window  and  shield.  In 
monitoring  we  pass  the  probe  over  the  exterior  surface  of  the  fish  as 
close  as  possible  to  the  skin  without  touching  it.  If  possible  the  probe 
is  also  inserted  into  the  oral  cavity  of  the  fish  if  this  can  be  done 
without  touching  any  surface  with  the  probe. 

Yours  truly, 
(Signed)  Gordon  R.  Wood 

Chief,  Los  Angeles  District 
Food  and  Drug  Administration 

MEMBERS  OF  PACIFIC  COAST  N.  A.  S.-N.  R.  C. 
COMMITTEE  ON  OCEANOGRAPHY 

The  membership  of  the  group  sponsored  by  the  National  Academy 
of  Science  and  the  National  Committee  on  Radiation  Protection  to 
study  oceanographic  conditions  ofl"  the  Pacific  Coast  as  related  to  dis- 
posal operations,  is  as  follows : 

John  D.  Isaacs,  Scripps  Institution  of  Oceanography 
William  Aron,  Applied  Fisheries  Laboratory,  University  of 

Washington 
W.  V.  Burt,  Oregon  State  College,  Corvallis,  Oregon 
K.  0.  Emory,  University  of  Southern  California 
G.  D.  Hanna,  California  Academy  of  Science,  San  Francisco 
F.  G.  Lowman,  Applied  Fisheries  Laboratory,  University  of 

Washington 
W.  E.  Ripley,  California  Department  of  Fish  and  Game 
M.  Waldichuk,  Pacific  Biological  Station,  Nanaimo,  B.  C. 
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LETTER  OF  TRANSMITTAL 

June  19,  1959 
Hon.  Glenn  M.  Anderson 

President  and  Members  of  the  Senate 

Gentlemen  :  Pursuant  to  Senate  Resolutions  Nos.  164  and  190,  which 
were  passed  by  the  1957  Regular  Session,  creating,  respectively,  your 
Senate  Interim  Committee  on  the  Economic  Redevelopment  of  Cut- 
over  Timber  Areas  and  Brush  liands  and  the  Senate  Interim  Committee 
on  Forest  Practices,  the  committees  transmit  herewith  a  joint  report  of 
their  activities  and  findings. 

The  procedure  of  joint  public  hearings,  joint  field  trips,  and  the 
choice  of  the  medium  of  a  joint  report  to  the  1959  Regular  Session  of 
the  Legislature  were  decided  upon  by  the  committees'  members  because 
of  the  compatibility  of  both  the  purviews  and  objectives  of  the  two 
interim  committees. 

Respectfully  submitted. 

Senate  Interim  Committee  on  Cutover 

Timber  Areas  and  Brush  Lands 

Stanley  Arnold,  Chairman 

Swift  Berry 

Paul  L.  Byrne 

John  J.  Hollister,  Jr. 

Stephen  P.  Teale 

June  19,  1959 
Hon.  Glenn  M.  Anderson 

President  and  Members  of  the  Senate 

Senate  Interim  Committee  on  Forest  Practices 

Stanley  Arnold,  Chairman 

Swift  Berry 

John  J.  Hollister,  Jr. 
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INTRODUCTION 

Conveying  no  implication  as  to  its  value  or  the  intensity  of  its 
nnanagement,  "wildlands"  is  an  accepted  term,  which  defines  all 
nonurban  lands  not  devoted  to  residences,  roads,  or  cultivated  crops, 
including  federal,  state,  and  privately  owned  tinnber,  range,  water- 
shed, and  recreational  lands. 

The  committees  found  this  v/ord,  wildlands,  which  is  used  through- 
out this  report,  to  be  the  most  accurate  term  to  collectively  describe 
the  full  scope  of  the  matters  which  they  were  studying. 

Not  since  the  Biggar  Committee  was  created  in  1945  had  the  Senate 
of  the  State  of  California  delegated  an  interim  committee  of  its  members 
to  specifically  study  the  overall  current  problems  of  the  economic  re- 
development of  cutover  timber  areas  and  brush  lands  and  the  forest 
practices. 

It  was  readily  apparent  that  the  problem — both  geographically  and 
subjectively — was  broad,  complex,  and,  in  many  instances,  in  a  state  of 
transition  or  had  actually  changed.  The  great  increase  of  population  in 
California  during  the  past  decade  and  the  development  of  industrial 
production  has  focused  attention  upon  our  wildlands.  Although  they 
may  have  at  one  time  seemed  to  be  a  \ery  large  area,  they  are  now 
noticeably  small  in  proportion  to  population  and  industry.  It  is  obvious 
that  the  values  at  stake  are  greater  than  ever  in  previous  years  and  will 
continue  to  grow  as  we  follow  the  trend  of  gathering  more  people,  but 
not  more  land. 

Therefore,  the  committees  decided  that  they  could  best  make  use  of 
the  time  they  had  for  hearings  and  field  trips  by  conducting  a  thorough 
reconnaissance.  This  survey  of  the  entire  area  of  the  problem  laid  a 
foundation  for  an  intelligent  study  of  the  character  and  importance  of 
our  wildland  resources,  and  the  best  specific  procedures  to  consider  for 
their  management  and  use  to  realize  their  full  potential. 
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SUMMARY  OF  COMMITTEES'  PUBLIC  HEARINGS 
AND  FIELD  TRIPS 

The  first  two  days  of  hearings  were  held  in  Los  Angeles  on  May  8 
and  9  of  1958.  They  were  devoted  solely  to  hearing  reports  regarding 
fire  prevention  and  fire  control  problems,  with  particular  emphasis  on 
the  continuously  critical  fire  problem  of  the  southern  counties. 

On  May  22,  1958,  the  committees  held  a  hearing  in  Sonora  on  the 
subjects  of  controlled  burning,  brushland  reconversion  and  range  man- 
agement. The  following  day  the  members  made  a  field  trip  through 
Tuolumne  and  Mariposa  Counties  to  inspect  the  sites  of  controlled 
burns  which  have  been  conducted  in  that  region.  The  trip  afforded  an 
excellent  opportunity  for  the  members  to  learn  of  the  problems,  tech- 
niques and  results  of  the  organized  controlled  burn. 

The  next  field  trip  was  made  on  August  22,  1958,  through  much  of 
the  commercial  forest  lands  of  Humboldt  County  to  inspect  the  results 
of  cutting  under  the  Forest  Practice  Rules.  The  members  had  an  on- 
the-spot  demonstration  of  the  metliods  used  in  making  a  soil- vegetation 
survey,  and  heard  from  the  ranchers  immediately  involved  about  the 
new  opportunities  of  land  management  planning  and  use  opened  up  for 
them  by  such  a  survey.  The  next  day  a  joint  meeting  was  held  in  Eureka 
to  hear  testimony  on  cutting  practices,  public  education  practices,  the 
fi_re  problems  of  the  area,  and  reforestation  results  and  problems.  Also 
included  on  the  agenda  was  a  complete  report  and  history  of  the  experi- 
ence of  Humboldt  County  with  its  soil-vegetation  survey  program. 

The  next  field  trip  and  public  hearing  were  held  in  fSusanville  on 
October  8  and  9,  1958.  The  first  day  was  spent  on  a  tour  through  the 
national  forests  and  privately  owned  timber  lands  in  the  Lassen  and 
Plumas  Counties  area.  The  members  inspected  the  site — and  some  of  the 
experiments  being  conducted  there — of  the  1955  Merrill  Burn,  were 
shown  examples  of  cycle-cutting  and  salvage-cutting,  were  taken  on  a 
tour  of  the  integrated  operation  of  a  lumber  company  which  was  cut- 
ting on  a  sustained  yield  basis,  and  inspected  some  U.  S.  Forest  Service 
regeneration  work  sites.  Included  in  the  hearing  the  following  day  were 
presentations  from  representatives  of  management  in  the  lumber  in- 
dustry, a  report  from  the  Supervisors  of  Lassen,  Plumas  and  Modoc 
National  Forests,  and  a  statement  by  the  United  States  Regional  For- 
ester regarding  the  current  status  of  the  Sustained  Yield  Units  Act  of 
1944. 

Throughout  the  committees'  hearings  and  field  trips,  no  matter  which 
phase  of  the  studies  was  being  discussed,  the  critical  need  for  more  re- 
search had  been  stressed.  Therefore,  the  members  decided  that  they 
would  hold  a  two-day  meeting  which  would  be  devoted  to  the  status  of 
wildlauds  research  and  the  plans  and  prospects  for  its  future. 

The  meeting  was  held  in  Sacramento  in  the  Capitol  Building  on 
December  1  and  2,  1958.  Represented  on  the  agenda  was  some  of  the 
most  expert  thinking  available  on  the  land  use  and  forestry  problems 
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of  California.  The  keynote  of  the  meeting  was  the  presentation  of  the 
Final  Report  of  the  California  Wildland  Research  Planning  Committee, 
the  findings  of  which  had  been  issued  only  a  month  before.  Included 
among  those  testifying  before  the  committees  were  DeWitt  Nelson,  Di- 
rector of  the  Department  of  Natural  Resources ;  Wendell  Robie,  Chair- 
man of  the  State  Board  of  Forestry;  Professor  Emanuel  Fritz,  Vice 
President  of  the  Foundation  for  American  Research  Management;  Dr. 
Myron  Krueger,  co-author  of  "California  Lands";  Dr.  Henry  Vaux, 
Dean  of  the  School  of  Forestrj^,  University  of  California ;  Dr.  Fred 
Dickinson,  School  of  Forestry,  University  of  California ;  and  Dr.  Keith 
Arnold,  Director  of  the  California  Forest  and  Range  Experiment 
Station. 


FIRE  PREVENTION,  PRESUPPRESSION  PLANNING, 
SUPPRESSION,  AND  RESEARCH 

Fire  protection  is  fundamental  to  the  proper  management  of  our 
wildland  resources.  But,  as  one  expert  testified,  despite  the  thousands 
of  years  he  has  used  fire,  man  still  knows  very  little  about  it;  in  fact, 
one  could  safely  say  that  less  is  known  about  wildfire  than  about 
nuclear  fission. 

Basic  fire  protection  was  defined  for  the  committees  as  the  level 
of  intensity  of  fire  protection  which  will,  through  the  application  of 
properly  integrated  fire  prevention,  presuppression,  and  fire-control 
efforts,  hold  the  fire  damage  to  statewide  interest  lands  below  the 
level  at  which  it  would  seriously  interfere  with  the  expected  yield  of 
products  and  of  social  benefits  from  these  lands.  Basic  fire  protection 
encompasses  standards  of  fire  control,  based  upon  the  threat  to  life 
and  the  destruction  of  valuable  property,  watersheds,  and  timberlands. 
Although  the  nature  of  the  problem  of  fire  varies  with  topography 
and  climatic  conditions  within  the  State,  the  degree  of  intensity  of  the 
problem  is  consistent  throughout  the  State. 

In  southern  California,  we  were  told  by  authorities  that  their 
general  fire  problem  is  without  parallel  in  the  United  States,  perhaps 
the  world.  It  was  unanimously  stressed  by  these  same  authorities  that 
there  is  no  fire  season  except  365  days  out  of  each  year  in  the  valuable 
and  vulnerable  watershed  lands  of  the  southern  counties.  This  critical 
problem  is  compounded  by  the  expanding  population  and  by  the 
growing  economic  demands  on  the  resources,  the  intermingling  of  high- 
value  developments  in  wildland  areas,  which  run  right  to  the  foot  of 
the  mountains  and  even  spread  out  into  the  lower  canyons. 

The  protection  of  our  water  resources  is  a  most  important  factor 
in  all  of  this  growth.  Our  ground  water  supplies,  which  are  fed  in 
the  winter  and  must  feed  to  the  many  demands  upon  them  in  the 
summer,  constitute  more  than  one-half  our  water  resource.  It  is 
generally  accepted  that  loss  of  the  soil  cover — the  protective  mantle 
of  vegetation — means  loss  of  the  water  absorption  potential,  and 
destroys  nature's  means  of  preventing  erosion.  It  was  pointed  out 
that  the  vegetative  cover  also  decreased  the  destructive  velocity  of 
runoff  and  cushions  the  effect  of  wind  and  the  impact  of  raindrops. 
So  the  increasing  value  of  the  watershed  and  of  downstream  improve- 
ments, which  can  be  seriously  damaged  by  the  accelerated  erosion 
which  follows  a  wildfire,  is  a  heavy  responsibility  upon  those  whose 
duty  it  is  to  prevent  and  suppress  fire. 

Added  to  their  concern  is  the  fact  that  approximately  14,000,000 
man-days  of  watershed  recreational  use  are  experienced  annually  to 
southern  California,  with  the  accompanying  risk  to  life  and  resources. 
Of  particular  concern  because  of  the  considerable  life  hazard  are  the 
168  children's  camps  in  the  southern  primary  watershed  area.  It  was 
estimated  that  over  25,000  children  are  in  these  camps  at  the  peak  of 
the  summer  fire  season. 
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The  committees  were  told  that  it  was  not  uncommon  for  the  fire- 
fighters to  have  to  forsake  the  brush  fire  itself  just  for  the  purpose 
of  protecting  lives  and  property,  while  the  fire  raced  on  without 
opposition. 

That  the  apprehension  and  warnings  presented  to  the  committees 
in  May  by  the  men  involved  with  the  fire  problems  of  the  southern 
counties  were  not  without  basis  was  dramatically  and  tragically  eon- 
firmed  b}"  the  fires  which  struck  there  in  December,  1958.  An  excess 
of  100,000  acres  were  burned  in  Los  Angeles  and  Orange  Counties, 
one  fire  alone  destroying  over  100  homes.  The  statewide  picture, 
according  to  state  and  federal  surveys,  showed  that  200,000  acres  of 
valuable  timber  and  watershed  lands  were  lost  to  fire  in  1958.  Damage 
costs,  impossible  to  figure  accurately,  ran  to  many  millions  of  dollars. 

While  the  impact  of  human  use  upon  the  problem  of  protecting  our 
wildlands  is  naturally  most  severe  in  southern  California,  we  were 
told  by  Wendell  Robie,  then  chairman  of  the  State  Board  of  Forestry, 
that  "it  should  be  reported  by  your  Board  of  Forestry  that  propor- 
tional problems  are  developing  in  similar  fasliion  throughout  other 
regions  of  the  State  and  the  applications  of  similar  methods  and 
facilities,  which  we  believe  must  be  developed  here,  will  also  be  re- 
quired for  forest  and  watershed  protection  elsewhere." 

Again,  at  hearings  in  northeastern  and  northwestern  California — 
where  the  committees'  study  was  aimed  at  other  areas  of  the  wild- 
lands  situation  today — it  was  stressed  that  fire  is  still  the  number 
one  problem. 

Growth  of  the  timber  industry,  new  road  construction,  installation 
of  dams,  mineral  operations,  hj'dro-electric  developments,  power  and 
fuel  installations,  increased  use  of  the  skies  by  commercial  and  military 
aircraft — all  of  these  are  necessary  as  our  State  continues  to  grow. 
And  all  of  them  pose  additional  and  continuous  problems  of  fire 
protection.  How  much  the  problem  affects  the  future  of  good  forestry 
practice  and  research  was  best  summed  up  at  the  Eureka  hearing  by 
a  professional  forester,  who  said:  "Now,  Ave  can  talk  at  great  length 
of  the  research  of  the  regeneration  of  cutover  lands,  burned-over  lands, 
methods  and  techniques.  But,  if  we  cannot  cope  with  this  fire  problem, 
there  will  be  little  sense  in  expending  money  to  rehabilitate  lands. 
It's  a  business  just  like  running  a  grocer}^  store  or  anything  else.  You 
put  in  your  money  in  the  hope  that  you  will  recover  a  profit  out  of  it 
sometime.  When  it  burns  up,  there  is  not  a  profit  there.  As  a  matter 
of  fact,  it  is  a  greater  liability  because  you  have  to  go  and  fight  the 
fire  to  put  it  out." 

Another  professional  forester,  who  is  employed  by  a  lumber  company 
that  is  strictly  adhering  to  a  sustained-yield  cutting  operation,  said: 
"We  need  fire  protection  to  hold  the  line,  until  we  get  research  to 
do  the  job." 

In  Humboldt  Count}'',  a  ranch-timber  owner,  who  is  vitally  interested 
in,  as  well  as  practicing,  reforestation,  asked  for  the  consideration  of 
a  survey  to  determine  how  adequate  fire  breaks  could  be  set  up  along 
ridges  and  natural  barriers  so  that,  if  a  fire  breaks  out,  some  of  the 
areas  of  young  timber  coming  into  being  could  be  better  protected. 

Highlighted,  also,  at  the  Eureka  hearings  was  the  problem  of  the 
opening  of  deer  hunting  season.  Almost  every  j^ear,  the  opening  date 
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of  the  season  coincides  with  the  peak  of  the  critical  fire  weather.  The 
committees  were  urged  that,  during  the  periods  of  low  humidity,  high 
winds,  and  high  temperatures,  more  acknowledgment  of  local  judgment 
and  control  should  be  given  before  an  affected  area  is  opened,  regard- 
less of  the  official  opening  date  of  the  deer  hunting  season. 

Although  Section  4128  of  the  Public  Resources  Code  provides  for 
closure  of  an  area  to  hunting,  fishing,  or  entry  by  unauthorized  per- 
sons, through  proclamation  by  the  Governor,  when  certain  fire  hazard 
conditions  have  been  determined  to  exist,  complaints  were  made  by  pro- 
fessional foresters  before  the  committees  that  they  had  not  benefited 
from  the  law.  It  was  suggested  by  two  witnesses  that  a  study  of  this 
situation  was  needed  to  possibly  set  more  detailed  criteria  for  such  a 
closure  action  and  to  further  study  just  who  should  be  responsible  for 
determining  when  and  where  it  was  permissible  to  order  a  closure. 

Considering  that  the  timber  industry  accepts  voluntary  operational 
shutdowns  during  fire  danger  periods,  the  committees  believe  that 
serious  consideration  should  be  shown  to  the  requests  and  advice  of  the 
professional  and  civil  foresters  who  are  faced  with  the  problem  prac- 
tically every  year. 

Before  leaving  this  subject — in  all  fairness  to  the  Fish  and  Game 
Department — the  committees  did  not  expect  the  problem  to  come  up 
at  a  meeting  for  which  we  had  arranged  an  agenda  to  study  of  the 
Forest  Practice  Act  and  the  Soil- Vegetation  Survey.  Therefore,  repre- 
sentatives of  the  Fish  and  Game  Department  had  not  been  notified  of 
the  hearing.  For  that  reason,  it  is  the  committees'  wishes  that  further 
consideration  of  the  problem  would  include  a  meeting  with  all  sides 
represented.  But  we  do  believe  that  we  have  heard  enough  upon  the 
subject  to  recommend  that  there  should  be  a  meeting  to  thoroughly 
hear  out  the  problem. 

Further  recommendations  having  to  do  with  the  fire  prevention  prob- 
lems in  the  north  coast  area  were  made  by  Eugene  A.  Hofsted,  Hum- 
boldt County  Forester,  on  behalf  of  the  Humboldt  County  Forestry 
Committee.  They  were : 

A.  Inspection  and  the  issuance  of  a  clearance  on  logging  operations 
which  have  satisfactorily  accomplished  the  hazard  reduction 
requirements  of  the  state  laws  and  forest  practice  rules. 

B.  Inauguration  of  applied  research  projects  dealing  with  the  pro- 
tection problems  of  this  primary  timber-growing  area. 

C.  Increased  financial  support  to  bring  equipment  up  to  the  level 
established  within  the  State  Fire  Plan  for  this  area. 

D.  Establishment  of  a  minimum  standby  crew  manning  plan  to  be 
maintained  locally  during  critical  danger  periods. 

Testimony  before  the  committees  did  not  dwell  exclusively  upon  just 
the  negative  side  of  the  fire  problem.  We  were  given  a  positive  look  at 
the  situation  by  men  who  are  constantly  working  with  the  problem  of 
protecting  our  wildland  resources  from  fire,  men  who  were  able  to  pre- 
sent examples  of  how  trial-and-error,  combined  with  conscientious  vigi- 
lance, were  showing  results. 

Public  education  was  emphasized  as  the  first  line  of  defense.  The  Divi- 
sion of  Forestry  estimated  that  an  average  of  10,000  wildfires  occur  in 
the  State  each  year — 90  percent  of  which  are  man-caused,  10  percent 
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are  the  result  of  ligiitning.  Nine  out  of  10  of  the  mau-eaused  fires  are 
the  result  of  carelessness  or  negligence.  One  of  the  greatest  contributors 
to  this  fact  is,  again,  growth — the  influx  of  so  many-'  new  people  to  the 
State.  These  new  citizens  do  not  understand  our  fire  and  water  prob- 
lems, are  not  familiar  with  fire  laws,  and  have  not  had  the  experience 
of  disasterous  watershed  fires,  for  they  have  not  seen  what  utter  de- 
struction a  flood  following  a  fire  can  bring. 

The  division  has,  mainly  through  the  California  Fire  Prevention  Com- 
mittee, used  all  avenues — personal  contact,  the  mass-media  of  television, 
newspapers,  radio,  billboards,  display  windows,  space  in  employee  pub- 
lications, bumper  stickers,  and  direct  mail  inserts — to  carry  out  their 
educational  program. 

Within  the  time  of  our  studies  an  inventory  of  the  results  of  the 
educational,  hazard-reduction  program  had  not  been  compiled.  But  we 
were  informed  that  such  an  analysis  was  being  prepared  to  eliminate 
the  guesswork  aspect  of  their  efforts. 

Next,  the  committees  were  told  that  forest  fire  control  is  like  fighting 
a  war.  Professional,  year-around  men  are  needed  to  form  an  organiza- 
tion which  is  highly  trained  and  prepared  to  go  into  all  kinds  of  action. 
Communications,  supplies,  logistics,  and  intelligence  are  necessary  parts 
of  the  actual  war  against  fire.  But  equally  important  is  the  prevention 
of  a  battle  with  a  fire  by  preplanning  and  pretreatment  of  our  wild- 
lands.  Although  always  needed,  strong  forces  for  fire  attack  will  not 
solve  the  protection  problem  alone. 

Briefly,  preplanning  does  this.  The  area  is  covered  by  ground  survey 
crews,  carefully  mapping  and  permanently  marking  possible  fire  con- 
trol lines.  Possible  fire  camp  locations,  water  sources,  and  tractor  un- 
loading points  are  noted  and  permanently  marked.  Where  needed,  fire 
lines  and  helispots  to  provide  access  for  crews  and  equipment  are 
marked.  Then,  when  a  fire  occurs,  the  fire  boss  immediately  has  at  his 
disposal  information  on  the  best  possible  control  lines  that  would  have 
taken  many  critical  hours  of  time  had  the  area  not  been  preplanned. 

One  forest  supervisor  testified  that  he  believed  that  preplanning  is  in 
a  large  measure  the  reason  that  the  Morris  fire  of  1957  was  held  at 
2,565  acres,  while  the  San  Gabriel  fire  of  192-4  burned  50,000  acres. 

One  of  the  major  aids  in  presuppression  planning  is  information 
taken  from  the  maps  produced  by  the  Soil- Vegetation  Survey  Pro- 
gram. The  overall  beneficial  uses  of  these  maps,  including  that  of  fire 
control,  is  covered  in  more  detail  in  the  section  devoted  to  the  subject, 
beginning  on  page  41  of  this  report. 

Testimony  of  experts  went  on  to  point  out  that  the  critical  problems 
of  fire  prevention,  control,  and  suppression  have  forced  state  action  for 
a  thorough  and  urgent  need  for  new  methods  of  combating  fires,  and, 
particularly,  new  information  on  fire  behavior. 

It  was  re-emphasized  to  us  that  no  longer  does  the  fire  fighter  have  a 
reasonable  opportunity  to  select  the  time  and  place  of  controlling  wild- 
fires. "Fire  bosses,"  one  witness  testified,  "can  no  longer  back  off  to  the 
next  ridge.  The  fire  fighter  must  fight  fire  where  it  is.  He  cannot  wait 
for  conditions  favorable  for  him." 

Although  research  concerning  fire  problems  has  not  received  the 
attention — and,   therefore,   not  the   progress — that  research  in  many 
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other  fields  has  enjoyed,  research  in  fire  fighting  has  not  been  stand- 
ing still. 

In  1954,  industry,  city,  county,  state,  and  federal  agencies  combined 
forces  in  a  southern  California  laboratory  in  a  study  known  as  Opera- 
tion Firestop.  This  was  a  spontaneous  reaction  of  practically  all  of  the 
wildland  fire  protection  agencies  of  California,  with  the  assistance  of 
Civil  Defense  and  the  military,  to  investigate,  concentrate,  and  share 
during  a  one-year  period  all  their  research  and  development  and  effort 
on  new  methods  of  forest  fire  control.  It  wm.s  reported  to  the  committees 
that  the  manpower,  equipment,  and  materials  contributed  toward  this 
effort  added  up  to  a  cost  of  a  half  million  dollars.  Along  with  studies  of 
fire  weather  and  fire  behavior,  one  of  the  special  studies  in  this  pio- 
neering approach  was  the  aerial  attack  on  forest  fires. 

At  our  Los  Angeles  hearings,  and  in  subsequent  discussions  with  the 
Division  of  Forestry,  we  had  the  benefit  of  a  complete  report  on  avia- 
tion's part  in  forest  fire  prevention  and  suppression. 

AERIAL  ATTACK 

The  use  of  aircraft  in  fire  fighting  today  might  best  be  compared 
with  the  status  of  the  use  of  aircraft  in  warfare  during  World  War  I. 
It  is  the  most  spectacular  of  the  new  Aveapons  against  fire.  The  unini- 
tiated are  prone  to  think  that,  where  the  initial  attack  problem  is 
involved,  it  is  the  whole  answer  to  our  fire  fighting  ills.  But  the  pro- 
gram's strongest  proponents  stressed  that  the  aerial  attack  program  is 
in  its  infancy  as  far  as  its  eventual  potential  is  concerned.  It  is  still 
an  experimental  program.  And  it  is  still,  according  to  many,  just  one 
more  tool  to  do  the  job  of  fire  suppression,  a  tool  to  be  used  at  the 
proper  time  and  place  and  in  the  proper  manner  to  gain  maximum 
efficiency  at  a  feasible  cost.  Not  one  of  the  proponents  claimed  that  this 
new  tool  would  replace  the  ground  fire  fiighter  who  must  ' '  grub  out  the 
final  fire  line  and  mop  up  the  last  spark."  But  it  does  buy  invaluable 
time  for  the  fire  fighter.  And,  in  many  cases,  this  tool  has  put  out  fires 
at  their  inception  because  the  aircraft  was  able  to  reach  the  fire  in  an 
inaccessible  spot  while  it  was  still  a  small  fire. 

It  was  apparent  to  the  committees  that  the  fact  tliat  we  have  only 
scratched  the  surface  of  the  use  of  aircraft  as  a  weapon  against  fire 
in  no  way  should  lessen  the  attention  and  experimentation  we  should 
give  to  the  problem.  The  fact  that  drops  made  by  various  types  of 
aircraft  under  varying  conditions  have  ranged  from  ineffective,  or 
partially  effective,  to  extremely  successful  calls  for  a  continued  and 
real  need  to  evaluate  the  various  techniques  under  actual  intensive 
initial  attack  situations.  Only  through  such  evaluation  can  aircraft 
take  its  rightful  and  needed  place  in  an  organized,  balanced  fire  control 
system. 

We  also  learned  that  researchers  were  at  work  on  the  field  of  chemical 
retardants  in  an  effort  to  find  something  to  add  to  water  which  would 
increase  its  effectiveness  in  preventing  or  slowing  down  ignition,  in 
reducing  the  rate  or  intensity  of  burning,  or  in  extinguishing  forest 
fires. 

Although  the  most  successful  operations  to  this  date  have  been  with 
sodium  calcium  borate  (used  largely  in  air  drops),  researchers  are  not 
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giving  up  their  hunt  for  an  even  more  ideal  retardant,  one  which  would 
be  less  expensive,  more  commonly  available,  and  which  is  not  as  abrasive 
to  the  pumps  presently  used  on  tanker  trucks. 

The  California  Forest  and  Range  Experiment  Station  and  the  Divi- 
sion of  Forestry  are  also  seeking  out  the  answers  to  two  questions:  (1) 
How  effective  are  the  various  types  of  fire  prevention  activities?  (2) 
What  is  a  properly  balanced  prevention  program  for  any  given  situa- 
tion? This  research  is  aimed  at  providing  for  the  fire-prevention 
workers  answers  to  such  questions  as :  What  should  people  know  ?  What 
do  they  know?  Where  do  they  obtain  their  knowledge?  What  is  their 
attitude  toward  fire  services?  How  do  they  behave  relative  to  their 
knowledge?  And,  through  a  contract  with  the  University  of  Southern 
California,  there  is  an  attempt  to  find  the  answer  to :  How  do  people 
react  and  behave  following  arrest  for  violation  of  a  fire  law  ? 

The  Division  of  Forestrj^  is  also  experimenting  with  a  cloud  modifi- 
cation program,  which  involves  the  seeding  of  clouds  with  iodide 
crystals  during  the  fire  season  for  the  purpose  of  degenerating  potential 
lightning  buildups.  Although  the  program  shows  promise,  it  is  still 
too  new  for  an  accurate  measure  of  how  much  the  lightning  threat  is 
reduced  and  to  determine  the  beneficial  and  detrimental  side  effects 
which  accompanj^  the  seeding  of  clouds. 

Referred  to  as  one  of  the  most  important  research  programs  now  in 
progress  is  a  study  called  "Fuel-Break."  This  was  described  as  an 
effort  to  determine  how  the  vast  expanses  of  brushfields  can  be  modified 
to  establish  wide  strips  or  blocks  covered  by  vegetation  of  a  low  fuel 
volume,  reduced  flammabilit}^,  or  both.  Tests  for  cliemical  control  are 
being  conducted  as  well  as  a  search  for  fire-resistant  plants  that  are 
able  to  withstand  the  long,  dry  summers  and  the  poor,  shallow  soils  of 
the  southern  counties'  areas. 

Another  interesting  insight  brought  out  the  thought  that  fires,  like 
other  criminals,  may  well  have  a  modus  operandi.  A  statement  by  Dr. 
Bolydreff,  of  Rand  Corporation,  before  the  Second  Fire  Research  Cor- 
relation Conference  in  1957  was  entered  in  the  committees'  records  to 
illustrate  this  factor. 

The  descriptions  of  mass  fires,  whether  forest,  urban,  or  indus- 
trial by  experienced  eyewitnesses  indicate  the  presence  of  definite 
repetitive  patterns.  This  suggests  that  great  benefit  should  be 
derived  from  bringing  the  methods  of  operations  research  to  bear 
on  the  problems  of  fire  control.  Perhaps  the  best  way  of  imple- 
menting this  is  for  the  various  agencies,  such  as  municipal  and 
county  fire  departments,  and  federal  and  state  forest  services,  to 
initiate  operations  research  programs  within  their  organizations. 
The  budgetary  cost  of  such  programs  is  demonstrably  neglible,  and 
the  benefits  to  be  derived  should  be  great. 

CO-OPERATION  OF  AGENCIES 

On  the  subject  of  the  co-operation  of  the  various  agencies,  who  have 
the  job  of  protecting  both  the  public  and  private  wildlands  of  our 
State,  we  were  told  by  witnesses  such  as  Mr.  DeWitt  Nelson,  Director 
of  Natural  Resources,  that  the  mutual-aid  program  between  the  agen- 
cies had  reach  an  all-time  high  in  the  southern  counties.  State,  federal, 
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counties,  cities,  and  fire  districts — under  the  continual  pressure  of  an 
all-year  fire  alert — work  in  co-operation  that  reaches  into  the  fields 
of  preplanning,  training,  fire  protection,  fire  fighting,  and  research. 
It  was  further  pointed  out  by  other  witnesses,  and  learned  in  interviews 
by  the  committees'  staff,  that  the  tangible,  favorable  results  of  this 
co-opei-ation  have  been  so  conclusive  that  we  can  expect  a  rapid  spread 
of  this  attitude  throughout  the  State. 

The  one  note  along  this  line  which  might  be  termed  discordant  was 
hit  upon  by  testimony  heard  in  hearings  both  in  the  southern  and  north- 
ern areas  of  the  State.  This  testimony  was  generally  a  criticism  of  the 
administrative  and  budgetary  procedures  under  which  the  United 
States  Forest  Service  must  work  in  their  fire  fighting  problems.  In  each 
case,  the  witnesses  stressed  that  their  criticism  was  not  directed  toward 
any  of  the  individuals  in  the  Forest  Service.  In  fact,  they  were  com- 
plimentary concerning  the  degree  of  co-operation  received  from  these 
men.  But  the  witnesses  did  report  that  the  U.  S.  Forest  Service's  finan- 
cial concept  had  not  reached  the  level  of  accepting  the  year-long  fire 
problem  as  a  reality. 

We  were  also  told  at  northern  California  hearings  that  their  organi- 
zation was  not  as  well  set  up  as  the  State  Division  of  Forestry  to  hit 
small  fires  quickly.  Mr.  B.  C.  DeLap,  representing  Chief  Keith  Klinger, 
Los  Angeles  County  forestry  and  fire  warden,  stated  that,  because  of 
the  skeletonizing  of  the  Forest  Service  crews  in  the  winter  months, 
"time  and  time  again  the  Los  Angeles  County  Fire  Department  must 
respond  to  fires  within  the  Angeles  National  Forest." 

At  the  Susanville  hearing,  Mr.  AValler  Reed,  chief  forester  of  the 
Collins  Pine  Company  in  Chester,  said:  ''We  think  there  is  too  much 
money,  I  think — I  am  going  to  say  this  is  my  own  opinion — that  there 's 
too  much  money  in  the  Forest  Service  spent  at  the  overhead  level. 
I  don't  think  enough  money  is  being  spent  on  the  ground  for  fire 
protection — I  think  the  State  has  kept  the  ratio  of  overhead  to  ground 
financing  in  a  better  manner  than  the  Forest  Service  has.  I  think  it 
points  up  what  I  have  always  maintained;  that  you  can't  solve  your 
problem  by  appropriating  more  money  unless  you  are  sure  that  money 
is  directed  to  the  job  it's  supposed  to  do.  *  *  *  Although  I've  got 
a  lot  of  friends  in  the  Forest  Service,  and  I  know  it's  not  their  fault, 
the  government  has  too  much  of  a  bureau.  It's  too  much  of  a  bu- 
reaucracy in  the  Forest  Service  today,  too  many  people  giving  orders 
and  not  enough  of  them.  Too  many  chiefs  and  not  enough  Indians." 

The  United  States  Forest  Service's  willingness  to  co-operate  in  all 
of  the  areas  of  the  California  wildland  problems  was  most  evident  in 
their  helpful  and  informative  responses  to  requests  from  the  com- 
mittees regarding  our  studies.  But,  although  the  nature  of  tlie  com- 
mittees' first  series  of  hearings  prevented  us  fi'om  going  into  more 
details  of  the  criticisms  of  the  witnesses,  we  do  think  tbat  enough 
qualified  testim^ony  was  heard  to  warrant  future  specific  studies  by  the 
Legislature  to  determine  the  full  extent  of  the  problem,  and  what  the 
Legislature  might  do  to  alleviate  the  situation. 

Although  the  Forestry  Honor  Camps  Program  contributes  to  all 
phases  of  the  protection  and  maintenance  and  use  of  our  wildlands, 
we  are  including  our  findings  concerning  this  program  in  this  section 
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of  the  report  because  its  first  and  main  responsibilitj^  is  for  forest  fire 
control. 

Because  in  1957  the  Senate  Interim  Committee  on  Natural  Resources 
submitted  such  an  excellent,  comprehensive  report  on  this  subject,  we 
did  not  set  it  up  for  particular  stud}^  at  anj^  of  our  hearings.  However, 
in  testimony  and  on  our  field  trips,  we  were  reminded  of  the  good 
use  to  which  the  men  in  these  camps  were  being  put.  When  not  fighting 
fire,  we  were  told,  they  are  doing  the  necessary  presuppression  and 
prevention  work  such  as  hazard  reduction,  road  construction  and  main- 
tenance, telephone  construction  and  maintenance,  and  firebreak  con- 
struction. In  addition,  they  do  forest  imjDrovement,  such  as  production 
of  nursery  stock,  blister  rust  control,  and  performing  necessary  work 
on  state  and  national  forests,  insect  projects,  and  reforestation. 

Both  State  and  Federal  foresters  confirmed  the  assets  of,  and  the 
need  for,  this  program.  It  is  the  committee's  opinion  that  every  effort 
should  be  made  to  maintain,  expedite,  and  explore  all  possibilities  of 
expanding  this  program. 


CONTROLLED  BURNING,  BRUSHLAND 
RECONVERSION 

In  the  1947  Biggar  Committee  Report,  under  the  heading  of  "Brush- 
land  Clearing, ' '  there  is  a  statement  that  reads : 

The  method  most  used  is  burning  and  is  often  used  alone.  It 
has  given  rise  to  great  controversy  as  to  where,  when,  and  how  it 
should  be  used.  Some  advocate  extensive  use  of  fire ;  others  believe 
there  should  be  no  use  of  fire.  Generally,  informed  opinion  lies 
somewhere  between  these  extremes. 

The  committees,  after  a  day  of  hearing  and  a  day  of  field  tour  and 
from  further  conversations  with  ranchers  and  foresters,  must  report 
that  there  is  still  controversy  on  the  subject  of  using  fire  as  a  tool. 
However,  we  think  that  the  very  nature  of  the  controversy  has  changed. 
Experience  and  research  on  the  part  of  all  parties  concerned  have 
done  away  with  both  extremes.  We  found  that  today  organized  con- 
trolled burning  is  accepted,  with  differences  of  opinion  being  directed 
toward  methods,  timing,  and  appraisal  of  actual  economic  results. 

One  of  the  major  contributors  to  this  stride  forward  has  been  the 
extensive,  unbiased  research  program  in  range  improvement  within 
the  University  of  California.  A  very  broad  project  staff  has  been,  and 
is,  engaged  in  these  studies.  Agronomists,  foresters,  range  managers, 
zoologists,  botanists  and  weed-control  people,  economists,  together  with 
hydrologists  are  working  with  the  problem.  Their  findings  have  been 
shared  with  the  foresters  and,  through  such  agencies  as  the  county 
farm  advisors,  with  the  ranchers. 

Another  contributor  toward  the  solution  of  many  of  the  problems 
has  been  the  work  of  the  ranchers,  who  are  daily  in  the  front  line  of 
the  fight,  not  only  to  save  more  land  from  brush  invasion,  but  also 
to  bring  back  into  productivity  land  now  lost  to  the  brush.  One  of  the 
most  educational  of  our  field  trijis  was  f^pent  with  the  ranchers  on  tour 
of  the  Tuolumne  and  Mariposa  Counties  area.  We  inspected  the  results 
of  controlled  burns  and  heard  from  the  men  involved  of  their  ex- 
periences— both  good  and  bad.  It  was  readily  apparent  what  co-opera- 
tion and  aid  from  state  and  federal  agencies  had  accomplished,  and 
what  a  continuation  of  this  attitude  can  achieve. 

A  good  example  of  the  ranchers'  reports  to  the  committees  is  to  be 
found  in  the  following  portion  of  the  statement  made  to  us  at  our 
Sonora  hearing  bj^  Mr.  Frank  Graham,  a  Groveland  rancher : 

When  the  California  Legislature  passed  an  act  allowing  us 
ranchers  to  burn  our  brush-covered  areas,  our  main  thought  was 
what  a  blessing  it  would  be  to  replace  the  brush  with  grass. 

Little  did  we  realize  that  through  study,  experience,  and  prac- 
tice a  whole  new  concept  would  be  opened  to  us.  As  a  result  of  our 
brush-control  program,  not  only  has  absolutely  useless  land  been 
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made  productive,  but  there  have  been  other  important  benefits  to 
the  farmer  and  his  fellow  citizen. 

Wildlife  has  increased.  We  have  had  less  soil  erosion  with  the 
g'rass  cover.  Springs  and  creeks  have  come  into  existence,  and  it  has 
been  estimated  by  some  that  between  six  and  seven  million  acre- 
feet  of  new  water  can  be  obtained  in  California  if  the  brush  areas 
are  replaced  with  grass  cover.  Another  benefit,  and  a  very  im- 
portant one,  which  manj^  of  us  did  not  foresee,  was  brush  control  in 
relation  to  fire  hazard  reduction  and  prevention  of  wildfires.  It  is 
this  last  benefit  that  I  would  like  to  discuss  with  you. 

Perhaps  an  illustration  of  what  has  been  accomplished  in  this 
area  would  aid  in  making  clear  to  you  just  what  can  be  done  to 
reduce  the  hazard  of  fires.  I  had  probably  as  dense  a  growth  of 
manzanita,  chaparral,  and  live  oak  brush  on  my  ranch  as  existed 
anj^where  in  the  State  of  California.  At  that  time  I  was  told  by 
one  of  the  rangers  that  I  was  a  menace  to  the  Forest  Service.  Since 
the  inauguration  of  control  burning,  where  this  brush  once  grew, 
there  is  now  a  grass-covered  zone  approximately  two  miles  in 
length  bordering  the  public  domain.  Now,  I  know  that  two  miles 
doesn't  sound  like  more  than  a  drop  in  the  bucket,  but  when  you 
add  up  the  combined  efforts  of  all  co-operating  ranchers  in  our 
area  you  will  find  that  we  have  almost  a  complete  buffer  strip  of 
grass-covered  land  between  the  Tuolumne  and  Merced  Eivers ;  and 
that  is  quite  a  scope  of  country. 

The  importance  of  this  accomplishment  may  not  be  immediately 
clear  to  all  of  you.  But,  I  am  sure  that  is  is  clear  and  meaningful 
to  anyone  here  today  who  is  experienced  in  firefighting.  I  am  cer- 
tain that  anyone  who  has  ever  fought  a  fire  will  attest  to  the  fact 
that  is  is  relatively  easy  to  stop  or  control  a  fire  in  a  grass  covered 
area  as  compared  to  controlling  one  in  a  brush  or  forest  area.  It 
is  a  matter  of  historj^  that  it  is  nearly  impossible  to  stop  a  wildfire 
in  dense  brush  or  timber  without  the  help  of  God. 

With  the  rise  in  stumpage  prices  many  a  rancher  has  taken  a 
new  look  at  what  he  once  considered  a  worthless  pine  hillside.  In 
the  fall,  winter,  and  spring  he  burns  any  slashings,  pine  needles, 
and  brush.  When  this  has  been  done  we  have  found  a  fire  will  not 
make  a  run  in  these  areas.  The  methods  he  uses  are  inexpensive 
and  effective  and  could  be  applied  to  our  State  and  National  For- 
ests, which  would  subsequently  reduce  the  loss  of  natural  resources, 
private  property,  and  human  life.  *  *  * 

Further  evidence  of  favorable  economic  experience  the  ranchers  had 
with  controlled  burns  was  presented  in  the  statement  by  Mr.  F.  M. 
Brunette  of  Coulterville.  Excerpts  of  this  report  are  printed  below. 

*  *  *  Five  enterprises  will  be  considered  with  regard  to  cost. 
Three  are  separate  ranches  and  two  are  areas  of  federally  and 
privately  owned  land  and  considered  as  two  enterprises  even 
though  several  operators  manage  the  land. 

All  costs  and  returns  were  computed  from  ranchers'  records 
and,  when  these  were  not  available  or  complete,  were  supplemented 
by  California  State  Division  of  Forestry  records. 
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Costs  were  broken  into  the  following  categories : 

1.  Cost  of  Preparing  the  Area  for  Burning— This  includes 
crushing  brush,  construction  of  fire  lines,  and  other  miscel- 
laneous operations. 

2.  Cost  of  Conducting  the  Burn — Most  of  these  costs  are  not  a 
real  cost  to  the  landowner  because  of  help  donated  by  co-oper- 
ating neighbors;  however,  the  cost  is  added  to  the  cost  of 
range  improvement.  Equipment,  fuel,  and  food  costs  are 
included. 

3.  Seeding — Usually  only  a  portion  of  the  total  area  burned  is 
reseeded.  This  cost  is  applied  to  the  total  area  treated.  All 
costs  are  on  a  per-acre  basis. 

The  returns,  when  available,  are  expressed  in  terms  of  number 
of  animal-unit-months  per  acre  and  income  per  acre  determined  at 
the  rate  of  $2.50  per  animal-unit-month.  An  animal-unit-montli  is  a 
unit  to  express  the  amount  of  grazing  for  a  1,000-pound  animal 
for  one  month.  These  figures  are  from  ranchers'  records  or  best 
estimate. 

The  returns  expressed  in  both  increased  grazing  capacity  and 
income  are  attributable  to  several  sources.  These  are: 

1.  Increased  forage  yield  and  quality, 

2.  Livestock  in  better  condition, 

3.  Increased  water  yield  both  for  stock  water  and  irrigation, 

4.  More  stock  water  helps  distribute  grazing  use, 

5.  Decreased  cost  of  gathering  livestock  because  of  ease  in  locat- 
ing and  driving  them,  and 

6.  Decreased  incidence  of  ticks  and  other  insects  which  existed 
in  the  brush. 

In  1955  complete  cost  records  were  kept  for  several  controlled 
burns.  These  are  also  presented. 

SUMMARY— 1955  BURN  COSTS 

COSTS   PER   ACRE   (ONLY   BURNING  AND   PREPARATION) 

Size                                                                 Preparation  Burning  Total 

3,500  acres $0.33  $0.39  $0.72 

2,500  acres  .09  .17  .26 

350  acres  4.71  1.50  6.21 

350  acres  6.00  1.17  7.17 

120  acres  6.66  3.18  9.84 

100  acres __  __  6.97 

COSTS  OF  IMPROVEMENT  BY  VEGETATIVE   TYPE   IN   AREAS  BURNED 
FOR  THE   FIRST  TIME   FOR   THE   MOST  PART 

Live  oak  type  Chamise  type 

$6.45  per  acre $4.80  per  acre 

7.55  per  acre 4.52  per  acre 

7.26  per  acre 2.90  per  acre 

9.25  per  acre 1.98  per  acre 
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W.   E.   MAYHALL   RANCH 
Costs  and  Returns  Computed  for  One  160-Acre  Area 

(Cost  per  acre) 
Preparation         Burning  Seed  Total 

1956—160  acres ?4.12  $0.35  $1.98  $6.45 

Returns— 160  Grazable  Acres 

A.  U.  M./acre  Income/acre 

Prior  to  burning $0.56  $1.40 

1957 1.12  2.80 

1957-58   (to  April  1) 1.09  2.72 

(The  field  is  probably  not  fully  stocked  yet  because  the  seeded  species 
have  not  completely  become  established.) 

FRANK   GRAHAM   RANCH 

(Cost  per  acre) 

Burns                                          Preparation       Burning  Seed  Total 

1953—100  acres $5.00               $1.05  $1.50   (   80A)  $7.55 

1954—275  acres 4.10                 1.28  1.88    (200A)  7.26 

1955—350  acres 4.71                 1.50  3.04   (300A)  9.25 

Returns— 900  Grarable  Acres 

Income  computed  on  basis  of  animal-unit-months  of  grazing  (not  necessarily  sold). 
Since  the  instigation  of  range  improvement  the  ranch  has  not  been  fully  stocked. 

A.  U.  M.  /acre  Income/acre 

Prior  to  burning $0.33  (maximum)  $0.82 

1954  .60  1.50 

1955  .88  2.20 

1956  .91  2.28 

1957  1.22  3.20 

F.   M.   BRUNETTE   RANCH 

(Cost  per  acre) 

Controlled  hum                           Preparation      Burning  Seed  Total 

1951—250  acres $2.53               $1.47  $0.80   (   80A)  $4.80 

1953—300  acres  (part  reburn)      2.11                 1.41  1.00   (lOOA)  4.52 

1957— 300  acres   (reburn) .32                    .41  __  .73 

Returns— 2,500  Grazable  Acres 

Returns  are  computed  on  the  basis  of  the  animal-unit-months  of  grazing  sold. 
Both  sheep  and  cattle  graze  this  ranch.  A  wildfire  of  800  acres  occured  in  fall, 
1949.  Income  is  computed  at  the  rate  of  $2.50  per  A.  U.  M. 

A.  V.  M./acre  Income/acre 

1947 $0.06  $0.15 

1948 .17  .43 

1949 .07  .18 

1950 .09  .22 

1951 .06  .15 

1952 .13  .33 

1953 .19  .49 

1954 .25  .63 

1955 .28  .70 

1956 .38  .94 

1957 .50  1.24 


1956 — 4,280   acres 


DON    PEDRO   AREA 

(Cost  per  acre) 
Preparation  Burning 
-__  $1.53  $0.41 


Seed 
).96    (1180  A) 


Total 
$2.90 
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PINEY   CREEK  AREA 

(Cost  per  acre) 
Preparation        Burning  Seed  Total 

1957—1,680  acres $0.82  $0.49  $0.67   (   800  A)  $1.98 

Much  of  these  two  areas  is  federally  owned  and  managed  by  the 
Bureau  of  Land  Management.  The  major  species  in  each  area  is 
ehamise.  Chamise  can  be  eradicated  by  spraying.  In  1957,  220  acres  of 
the  Don  Pedro  area  was  sprayed  at  a  cost  of  $5.50  per  acre.  In  1958  a 
portion  of  the  Piney  Creek  area  was  sprayed  at  a  cost  of  $4.72  per  acre. 
Results  were  practically  a  100  percent  kill  in  the  Don  Pedro  area. 

HYDROLOGY  AND  FIRE  HAZARD  REDUCTION 

One  of  the  most  far-reaching  effects  of  brushland  reconversion  is  that 
of  increased  water  yield.  That  factor  may,  for  the  present,  have  less 
importance  to  the  individual  landowner,  but  its  importance  to  the 
future  of  the  entire  economy  of  the  State  is  a  potential,  significant 
benefit  worthy  of  the  most  serious  consideration  by  the  Legislature. 

This  aspect,  which  was  referred  to  in  the  Los  Angeles  hearings,  was 
elaborated  upon  at  the  Sonora  hearings  in  a  paper  by  Dr.  Robert  H. 
Burgy,  Assistant  Professor  of  Irrigation,  Department  of  Irrigation, 
University  of  California  at  Davis.  Dr.  Burgy 's  department  has  been 
engaged  in  a  research  program  in  watershed  management  and  hydrol- 
ogy for  the  past  25  years.  Many  tests — both  in  the  field  and  in  the 
laboratory — have  been  conducted  to  determine  the  effects  of  various 
practices  applied  to  brush  lands  as  they  influence  the  hydrology  of 
the  watershed.  An  essential  part  of  their  work  has  consisted  of  con- 
trol burning  on  test  plots  of  brushy  vegetation  with  follow-up  reburn- 
ing  to  eliminate  sprouts. 

Dr.  Burgy,  in  explaining  the  basic  principles  involved  in  the  precipi- 
tation disposal  cycle,  said :  '  *  When  precipitation  falls  on  the  watershed, 
it  is  disposed  into  the  following  categories :  interception,  infiltration, 
surface  runoff,  deep  percolation,  soil  moisture,  or  evaporation.  Little 
can  be  done  on  the  mountain  watersheds  to  change  the  storage  capacity 
of  the  soil.  It,  therefore,  follows  that  any  changes  which  occur  on  a 
mountain  watershed  must  be  associated  with  the  management  of  the 
surface  condition  of  the  watershed.  By  this  is  meant  the  vegetation  or 
the  immediate  soil  surface  and  associated  litter  cover." 

In  contrast  to  the  interception  losses  in  brush,  which  have  been  esti- 
mated to  range  between  10  and  25  percent  of  the  precipitation,  the  in- 
terception losses  with  grassy  and  herbaceous  species  are  extremely  low. 

''One  of  the  principal  findings,"  Dr.  Burgy  continued,  "is  that  when 
grassy  species  are  subjected  to  rainfall,  that  is,  when  the  blades  of 
grass  are  wet,  there  is  a  reduction  of  transpiration  of  soil  moisture  use 
which  is  essentially  equal  to  the  amount  of  water  stored  by  these  grass 
plants.  The  magnitude  of  the  interception  storage  capacity  of  grasses 
has  been  determined  at  about  .05  inch.  Thus,  whenever  grasses  are 
wetted  and  during  the  period  while  this  storage  is  being  depleted  by 
evaporation,  a  reduction  in  transpiration  takes  place  to  compensate  for 
the  intercepted  moisture. ' ' 

Studies  have  also  shown  that  the  native  and  introduced  species  of 
grass  do  not  use  the  full  amount  of  soil  moisture  stored  within  the 
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profile.  Shallow  rooting  by  grasses  and  shorter  transpiring  seasons — 
since  the  grasses  go  dormant  earlier  in  the  summer — result  in  the  fact 
that  grass  vegetation  does  not  use  up  as  much  stored  available  moisture 
as  does  a  brush  cover. 

Reduced  losses  and  consumptive  use  by  grass  leads  to  an  increased 
water  yield.  This  increased  runoff  is  not  entirely  in  the  form  of  surface 
flow,  but  is  released  as  subsurface  drainage.  This  greater  possible  op- 
portunity for  infiltration  leads  the  research  people  to  believe  that  it 
also  results  in  consequent  reduction  of  flood  hazard. 

In  addition  to  information  regarding  the  controlled  burning  being 
done  by  ranchers  to  improve  conditions  for  game  and  livestock  grazing, 
the  results  of  research  on  prescribed  burning  for  fire  hazard  reduction 
in  ponderosa  pine  were  presented  to  the  committees  by  Dr.  H.  II. 
Biswell  of  the  School  of  Forestry  of  the  University  of  California.  These 
findings  were  based  upon  work  which  has  been  carried  on  for  the  past 
seven  years  at  Hobergs  in  the  north  coast  range  and  on  the  Teaford 
Forest  in  the  central  Sierra  Nevada.  Dr.  Biswell 's  recommendations 
were  as  follows : 

(1)  Prescribed  burning  in  ponderosa  pine  should  be  pursued 
vigorously  to  reduce  fire  hazards  to  a  tolerable  level.  There  is 
scarcely  a  ponderosa  pine  area  in  California  in  which  the  fire 
hazard  cannot  be  reduced.  Such  burning  should  be  started  in  stra- 
tegic places  where  it  will  do  the  most  good.  For  this  purpose,  I 
want  to  borrow  an  idea  from  the  Swedish  Forest  Service.  This 
service  employs  professional  broadcast  burners.  They  are  the  elite 
among  the  forest  service  personnel,  and  are  looked  upon  with 
the  greatest  respect.  In  California,  it  is  particularly  essential  that 
burning  in  timber  be  done  only  by  well-trained  and  qualified  men. 
The  state  and  federal  services  should  undertake  to  train  a  core 
of  specialists  to  serve  as  crew  leaders  in  prescribed  burning. 
At  present  we  have  no  one  qualified  for  this  work.  These  men 
should  be  alert,  creative,  responsible,  well-paid,  and  sufficient  in 
number  to  deal  effectively  with  the  problem  of  hazard  reduction. 
As  a  start  perhaps  100  should  be  trained.  They  should  have  good 
judgment  and  the  patience  required  in  burning.  They  should  be 
employed  year  long  in  planning  and  carrying  out  prescribed  burn- 
ing on  both  public  and  private  lands  that  are  under  fire  protection. 

(2)  Research  on  fire  use  in  other  forest  types,  particularly  the 
mixed  conifer  type,  and  on  other  means  of  fire  hazard  reduction 
should  be  started  at  once. 

(3)  Since  state  and  federal  services  already  bear  most  of  the 
cost  of  fire  suppression  it  would  seem  appropriate  for  them  to  also 
assume  a  share  of  the  cost  of  hazard  reduction  in  forest  areas  on 
private  lands.  It  is  recommended  that  careful  study  be  given  to 
specific  ways  in  which  such  cost  could  be  borne  in  part  by  public 
agencies.  A  possible  approach  would  be  to  request  the  Agricul- 
tural Conservation  Program  of  California  to  make  cost-share  pay- 
ments for  the  cleanup  work  following  broadcast  burning  on  private 
lands.  The  Federal  Government  is  making  payments  for  pruning 
and  thinning,  amounting  to  75  percent  of  the  cost  but  not  to  ex- 
ceed $40  per  acre.  To  make  similar  payments  for  cleanup  in  forest 
areas  would  be  real  conservation. 
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For  proper  perspective  on  the  matter  of  controlled  burns,  the  com- 
mittees requested  opinions  from  the  Division  of  Forestry,  the  U.  S. 
Forest  Service,  and  the  timber  industry.  The  first  two,  although  not 
against  controlled  burning-,  have  the  very  real  problem  of  intelligently 
administering  the  program,  plus  the  responsibility  of  doing  all  within 
their  authority  to  see  that  a  prescribed  fire  does  not  become  a  wildfire. 
The  timber  industry  is  justifiably  concerned  with  the  problems  of  what 
are  the  prospects  of  a  successful  brush  removal  program,  and  what  are 
the  hazards  faced  in  pursuing  such  a  program. 

The  basic  warning  from  both  the  State  and  Federal  foresters  was  not 
to  think  of  the  controlled  burning  program  in  generalities.  In  addition 
to  this,  it  was  stressed  that  a  controlled  burn  is  only  as  successful  as 
the  follow-up.  Unless  there  is  rigid  management  of  the  land  after  it  is 
burned — proper  seeding,  chemical  spraying,  etc. — it  will  not  be  long 
before  the  land  is  taken  over  again  by  brush.  The  latter  point  is  one 
which  we  believe,  after  talking  with  the  ranchers,  is  well  accepted  by 
the  landowners. 

In  warning  about  the  matter  of  generalization,  Mr.  DeWitt  Nelson, 
Director  of  the  Department  of  Natural  Resources,  told  us :  "  The  use  of 
fire  as  a  tool  in  reducing  this  cover  (brush)  is  still  fraught  with  many 
problems  and  variables.  When  fire  is  used  in  this  manner,  even  under 
many  of  our  most  favorable  conditions,  we  find  that  we  are  literally  and 
figuratively  playing  with  fire.  In  spite  of  this  the  Division  (of  Forestry), 
in  co-operation  with  many,  many  ranchers — ranges  from  around  five  to 
six  hundred  a  year — the  division  is  conducting  a  heavy  schedule  of 
controlled  burns  in  much  of  our  brush  areas.  True,  most  of  this  is  being 
carried  on  north  of  the  Tehachapi,  where  the  spectacular  and  drastic 
erosion  problems  are  much  less  dominant  than  they  are  in  the  south." 

'  *  In  discussing  the  use  of  fire  as  a  tool  in  brush  removal, ' '  Mr.  Nelson 
went  on  to  say,  "one  cannot  safely  talk  of  that  subject  in  broad  general- 
ities because  there  are  so  many  variables  and  unknowns  in  that  particu- 
lar field.  We  don't  know  a  great  deal  about  many  of  these  things  at  the 
present  time.  Some  of  these  variables  are  the  soil  and  its  capabilities  of 
growth  and  its  erosive  characteristics;  the  nature  and  extent  of  the 
slopes;  the  direction  of  the  exposure;  the  temporary  and  the  climax 
cover  types ;  the  climatic  conditions  of  temperature,  humdity,  wind,  and 
rainfall,  which  have  a  very  definite  effect  upon  fire  behavior  when  you 
try  to  use  that  particular  tool. ' ' 

The  statement  of  the  Division  of  Forestry's  functions  and  problems 
in  the  brush-range  improvement  field  was  presented  by  Mr.  F.  H.  Ray- 
mond, the  State  Forester. 

The  functions,  which  are  determined  by  statute  and  performance  of 
them  limited  by  appropriation,  can  be  classified  in  two  categories. 

One  category  is  in  the  field  of  investigation  of  the  effects  of  brushland 
clearing  and  the  search  for  methods  to  improve  brush-ranges  for  live- 
stock and  wildilfe. 

The  second  category  is  the  division's  role  in  the  regulatory  aspects  of 
burning  during  the  dry  season.  Burning  permits  are  issued  strictly 
upon  the  basis  of  public  safety,  not  upon  any  condition  as  to  purposes 
of  use  or  management  of  the  land  thereafter.  The  basic  law  on  burning 
permits  is  contained  in  Section  4153  of  the  Public  Resources  Code  and 
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requires  that  any  person  ^'ho  -wishes  to  set  a  fire  during  a  certain  period 
of  the  year  must  obtain  a  permit  to  do  so  from  the  State  Forester  or  his 
agent.  Further  specific  provisions  for  administration  of  burning  permits 
relating  to  the  private  burning  of  brush  for  brush-range  improvement 
are  set  out  in  Sections  4880  to  4883  of  the  Public  Kesources  Code. 

In  reporting  upon  the  current  status  of  the  research  and  experimental 
functions  of  the  division,  Mr.  Raymond  said : 

These  are  some  of  the  projects,  in  co-operation  with  other  agen- 
cies, such  as  the  extension  service,  the  Agricultural  Experiment 
Station,  and  the  School  of  Forestry  of  the  Universitj^  of  California, 
and  landowners,  now  being  carried  on  by  the  division  : 

GENERAL   BRUSH-RANGE   STUDIES 

1.  Spring  Dell,  San  Benito  County 4.50  acres 

2.  Rescue,  El  Dorado  County 160  acres 

3.  Bressie  Ranch,  San  Diego  County 123  acres 

4.  Backbone,  Shasta  County 120  acres 

SPECIAL   STUDIES 
Williams  Ranch— Shasta  County 

A  study  of  sprouting  characteristics  in  relation  to  time  of  cut- 
ting and  burning   (completed). 

Three  new  projects  in  Districts  I,  II,  and  IV  are  currently  being 
initiated  for  conduct  upon  private  lands  under  agreement  and 
control  of  the  State.  One  of  these  will  explore  methods  of  prepara- 
tion, brush  disposal,  and  control  under  safe  conditions. 

"We  would  like  to  point  out  that  in  every  phase  of  these  projects 
and  operations  we  are  endeavoring  to  co-operate  as  fully  as  pos- 
sible with  all  other  public  agencies  which  have  an  interest  or 
authority  in  this  field,  to  avoid  unnecessary  duplication  of  efi^ort, 
and  to  assist  other  agencies  which  have  the  proper  technical  skills 
in  the  promotion  of  specific,  authorized  projects. 

The  extent  of  operations  in  this  field  is  limited  by  appropria- 
tions, but  it  is  believed  that  the  combined  efforts  of  the  various 
agencies  are  producing  worthwhile  results  of  considerable  benefit. 

The  duties  of  the  division  regarding  the  administration  of  burning 
permits  were  reported  as  follows : 

1.  To  receiA'e  applications  for  permits  from  persons  desiring 
to  burn  brush  for  the  purpose  of  brush-range  improvement. 

2.  To  inspect  the  area  proposed  to  be  burned  in  the  company 
of  the  applicant. 

3.  To  make  suggestions  for  safety  precautions,  including  (if 
need  be)  firebreaks,  manpower  and  other  safety  measures. 

4.  To  issue  a  permit,  with  the  suggested  precautions  attached 
as  a  part  thereof.  (Although  the  statute  (Sec.  4883)  expressly 
states  "the  division  may  thereupon  issue  a  brush-burning  permit," 
the  Legislature  has  not  expressly  provided  any  standard  by  which 
a  permit  may  be  refused.) 

5.  Provide  stand-by  fire  protection  to  the  extent  personnel,  fire 
crews,  and  firefighting  equipment  are  available. 
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6.  Under  other  statutes,  the  State  Forester  is  required  to  enforce 
the  fire  laws,  including  the  extinguishing  of  any  uncontrolled  fire 
declared  by  law  to  be  a  public  nuisance.  (See  Pub.  Res.  Code  Sees. 
4003,  4011,  4164,  and  4166.)  This,  of  course,  implies  that  the  fire 
control  forces  of  the  Division  of  Forestry  may  be  employed  to  any 
extent  necessary  to  extinguish  or  otherwise  control  the  escape  of  a 
permitted  burn  in  the  same  manner  as  any  other  uncontrolled  fire. 

In  additon  to  the  special  duties  imposed  upon  the  division,  this 
legislation  imposes  upon  the  permittee  certain  duties,  including: 

1.  The  submission  of  an  application  which  sets  forth  a  descrip- 
tion of  the  lands  to  be  burned  and  such  other  information 
as  may  necessarily  be  required. 

2.  Making  an  inspection  of  the  lands  in  the  company  of  the 
forest  officer. 

3.  Fulfilling  the  duty  of  exercising  due  diligence  in  preparation 
of  the  area  and  conduct  of  the  burn  to  avoid  damage  to  the 
property  of  others. 

Another  facet  of  the  difficulties  faced  by  the  Division  of  Forestry 
was  brought  out  in  Mr.  Raymond's  report.  This  was  the  matter  of 
numerous  requests  to  the  division  for  forestry  employees  to  assist  in 
planning,  preparation,  and  conduct  of  burning  projects  upon  private 
lands.  In  answer  to  this  question,  Mr.  Raymond  entered  into  the  com- 
mittees' record  the  following  portion  of  an  Attorney  General's  opinion: 

Such  burning  is  conducted  by  the  holder  of  a  permit  granted 
under  the  provisions  of  Sections  4880  to  4883  of  the  Public  Re- 
sources Code.  Both  in  the  legislation  as  originally  enacted  by 
Statutes  1945,  Chapter  1109,  and  as  amended  by  Statutes  1949, 
Chapter  779,  the  responsibility  for  the  burning  is  upon  the  holder 
of  the  permit,  not  upon  the  State,  its  officers,  or  its  employees. 

There  is  no  authority,  express  or  implied,  in  these  sections  which 
would  authorize  the  State  Forester  or  his  employees  actively  to 
conduct  burning  in  behalf  of  or  for  the  benefit  of  a  private  land- 
owner or  a  permittee.  Under  the  provisions  of  Section  4880  the 
State  Forester  is  required  to  provide  "advisory  service"  to  those 
who  desire  permits.  He  is  further  required  to  provide  "standby 
fire  protection,"  but  only  to  the  extent  that  personnel  and  equip- 
ment are  available.  Direct  participation  is  not  authorized  except, 
however,  when  the  fire  has  escaped  from  the  control  of  the  per- 
mittee, and  then  only.  State  officers  may  not  expend  public  money 
for  a  private  purpose,  and  the  Legislature  has  in  Sections  4880 
to  4883  of  the  Public  Resources  Code  extended  the  State's  police 
power  here  to  only  standby  protection.  The  State  Forester  may 
properly  issue  administrative  instructions  defining  the  extent  of 
that  standby  protection. 

Those  employees  of  the  State  Forester  purporting  to  supervise 
this  type  of  burning  operation  or  participating  with  the  permittee 
before  the  fire  has  escaped  from  the  control  of  the  permittee,  or 
violating  pertinent  instructions  of  the  State  Forester,  written  or 
oral,  are  acting  beyond  the  statutory  powers  and  duties  imposed 
upon  them  and  in  violation  of  instructions. 
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111  SO  doing:  such  employees  are  not  acting  officially  within  the 
meaning  of  Section  2002  of  the  Government  Code,  and  this  office 
cannot  properly  undertake  their  defense  when  actions  are  brought 
against  them  individually  for  such  activities  *  *  *. 

The  report  also  went  into  the  subject  of  the  unusual  risks  which  Divi- 
sion of  Forestry  employees  are  subjected  to  when  they  participate  in 
burning  operations,  risks  that  are  to  be  found  in  the  experimental 
brush-burning  operations  whicli  the  division  is  conducting  on  land 
under  the  control  of  the  Stale.  Mr.  Eaymond  recommended  that  "if  the 
Legislature  desires  this  division  to  more  actiA^ely  carry  out  experimental 
burning  during  periods  of  high-risk  hazard,  then  it  should  provide  for 
insurance  protection  for  the  employees  of  the  State,  or  otherwise  pro- 
vide for  a  remedy  to  those  who  should  be  damaged  as  a  result  of  the 
burning. ' ' 

Mr.  K.  M.  DeNio,  Assistant  Eegioual  Forester,  California  Eegion, 
Forest  Service,  reported  to  the  committees  upon  the  United  States 
Forest  Service  policy  and  responsibilities  in  regard  to  controlled  brush 
burning  in  California. 

The  area  of  national  forest  land  in  California  is  approximately 
19,350,000  acres.  Of  this  land,  40  percent  (7,865,000  acres)  is  considered 
usable  to  some  degree  by  domestic  livestock.  Sustained  production  of 
forage  on  much  of  this  land  is  achieved  onlj^  through  proper  manage- 
ment. 

"Some  of  our  ranges,  however,"  Mr.  DeNio  stated,  "have  deterio- 
rated due  to  improper  past  practices,  ecological  processes,  and  fire,  or 
combinations  of  these.  They  are  in  need  of  rehabilitation  and  offer  the 
greatest  opportuuitj'  for  increasing  the  region's  livestock-game  forage 
resources. ' ' 

It  was  reported  that  the  current  estimate  is  that  1,200,000  acres  of 
land  within  the  State  should  be  treated  during  the  next  20-year  period 
for  watershed  protection  and  to  increase  forage  supplies. 

Mr.  DeNio  emphasized  that  the  Forest  Service  subscribes  to  the  use 
of  fire  as  a  tool  in  land  management.  However,  he  went  on  to  say : 
"I  want  to  emphasize  that  the  Forest  Service  does  not  believe  in  the 
careless  use  of  fire.  In  brief,  we  do  not  believe  that  the  use  of  fire  for 
brush  removal  can  be  generalized.  Each  specific  situation  must  be 
evaluated  on  its  own  merits." 

In  concluding  his  report  to  the  committees,  Mr.  DeNio  said  it  could 
be  summarized  in  the  following  three  points : 

A.  On  steep  slopes  with  highly  erosive  soils,  particularly  where 
brush  is  the  climax  type,  as  is  the  usual  case  in  southern  Cali- 
fornia, broadcast  burning  should  not  be  used  to  reduce  fire  hazard. 
Fire  can  be  used  in  a  limited  way  under  careful  control  to  prepare 
fire  lanes.  The  Forest  Service  believes  that  improved  fire  control 
is  the  best  policy  under  those  conditions.  Experience  tells  us  that 
the  danger  of  floods,  accelerated  erosion,  and  mud  and  rock  flows 
is  too  great  if  the  protective  brush  and  other  cover  is  removed. 
These  hazards  are  accentuated  in  southern  California  by  the  con- 
centration of  people  and  high  property  values  immediately  at  the 
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base  of  the  mouutaiiis.   There  is  no  known  practicable  way  to 
establish  and  maintain  a  permanent  grass  cover  on  such  areas. 

B.  Even  on  areas  with  gentler  slopes  and  more  stable  soils, 
which  are  found  mainly  in  northern  California,  the  Forest  Service 
does  not  favor  indiscriminate  burning.  "We  oppose  indiscriminate 
burning  because  it  will  not  be  successful  in  a  great  many  areas, 
but  will  result  in  a  waste  of  money,  and  it  will  often  be  followed 
by  erosion  and  accelerated  runoff. 

C.  On  areas  of  gentler  slopes  and  more  stable  soils,  the  Forest 
Service  favors  alteration  or  elimination  of  the  brush  cover  by  fire 
or  other  means  under  controlled  conditions.  The  Forest  Service 
is  carrying  out  such  a  program  on  selected  areas  under  its  admin- 
istration. Eventually  we  feel  that  with  improved  knowledge  and 
adequate  funds  and  facilities,  about  a  half  million  acres  of  brush- 
laud  in  the  national  forests  of  California  may  be  converted  through 
proper  treatment. 

The  views  of  the  timberland  owners  were  presented  to  the  commit- 
tees by  Mr.  W.  R.  Schofield,  Secretary-manager  of  the  California  Forest 
Protective  Association.  Here,  again,  we  did  not  hear  opposition  to 
controlled  burning,  but  concern  was  expressed  about  methods  and 
results. 

The  following  excerpts  from  Mr.  Schofield 's  presentation  are  indica- 
tive of  the  timber  industry's  thinking  regarding  brush  control  as  it 
relates  to  timber  growing : 

Brush  control  in  the  Sierra  Nevada  is  as  important  a  factor  in 
timber  growing  as  it  is  in  the  program  of  range  improvement.  We 
therefore  cannot  carry  on  a  program  of  range  improvement  with- 
out giving  due  weight  and  consideration  to  the  problem  as  it  re- 
lates to  timber  growing. 

An  analysis  of  the  foothill  brush  situation  indicates  that  clearing 
for  range  improvement  has  promise  of  success  in  vegetation  types 
of  approximately  50  percent  of  the  area.  Of  this  50  percent,  about 
60  percent  of  the  sites  are  adapted  for  little  else  than  grazing.  The 
remaining  40  percent  comprises  timber  sites  which  would  be  valu- 
able for  timber  production  if  reforested.  *  *  * 

There  is  no  disagreement  between  the  timber  owner  and  the 
farmer  when  it  comes  to  the  question  of  whether  brush  should  be 
controlled  and  such  land  areas  be  rehabilitated  to  a  greater  eco- 
nomic use.  The  timber  owner  does,  however,  look  with  alarm  at  the 
means  whereby  this  unwanted  brush  cover  is  removed  or  controlled. 
Heavy  brush  areas  adjacent  to  timber-growing  lands  are  a  constant 
hazard  to  the  timber  crop.  Heavy  brush  areas  bordering  a  timber 
area  are  always  a  potential  fire  hazard  to  the  adjoining  timber. 
These  heavy  brush  areas  also  harbor  seed  and  seedling  destrojang 
rodents,  which  are  a  constant  menace  to  good  regeneration  of  cut- 
over  timber  lands.  On  account  of  these  two  main  reasons,  the  tim- 
ber owner  is  therefore  in  agreement  that  there  should  be  a  control 
of  heavy  brush  cover  adjacent  to  forest  lands.  The  only  point  of 
controversy  which  arises  is  how  and  in  what  manner  this  control 
is  to  be  carried  out.  *  *  * 
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There  are  still  other  reasons  for  conflict  of  agreement  on  the  use 
of  fire  for  range  and  forest  management.  Some  of  these  conflicts 
are  developed  due  to  the  lack  of  knowledge  concerning  the  risks 
and  costs  involved ;  variation  in  results  from  burning  different 
types  of  vegetative  cover  and  the  characteristics  of  the  soil ;  the  end 
results  in  productivity'  ;  and  the  effects  of  fire  upon  erosion,  floods, 
and  water  supply.  Although  much  data  has  been  developed,  the 
information  is  not  conclusive  in  answering  the  many  questions 
which  arise.  To  properly  evaluate  the  eifect  of  burning  for  range 
and  forest  betterment,  more  research  and  experiment  are  needed 
with  emphasis  on  the  individual  type  of  areas.  *  *  * 

It  is  difficult  to  definitely  state  the  economy  and  long  term 
values  of  land  clearing  and  brush  control  due  to  the  varied  differ- 
ences in  types  of  wiidland,  and  whether  the  conversion  is  to  farm- 
ing, range,  watershed,  or  timber.  The  kind,  size,  and  density  of  the 
brush  cover  and  the  capability  of  the  soil  for  regeneration  and  the 
continuance  of  the  vegetative  cover  desired  are  important  factors 
controlling  the  successful  final  results.  In  all  considerations  of 
brush  control  and  removal,  there  are  three  final  results  which 
might  obtain:  (1)  the  conversion  to  grass  of  a  productive  soil,  sup- 
porting brush  cover;  (2)  the  desirability  and  economic  value  of 
conversion  to  timber  growing;  and  (3)  the  continuance  of  the 
brush  on  poor  soil  which  does  not  lend  itself  to  an  economic  pro- 
duction of  forage  or  timber,  but  does  provide  a  watershed  value 
and  control.  *  *  * 

There  is  need  for  a  soil  survey  of  this  land  to  determine  its  pos- 
sible adaptation  to  rehabilitation  and  economic  use.  Such  a  study 
will  bring  to  light  considerable  areas  suitable  for  range  improve- 
ment and  will  also  indicate  areas  of  value  for  establishing  managed 
forests  now  supporting  only  chaparral  or  woodland  vegetation  of 
little  value.  *  *  * 

In  conclusion,  I  would  like  to  emphasize  to  the  committee  that 
the  timberland  owner  desiring  to  carry  on  a  continuous  production 
of  forest  crops  on  timber-growing  lands  does  not  oppose  the  reha- 
bilitation of  brush  lands  to  the  growing  of  forage  to  livestock 
when  such  lauds  are  best  adapted  to  range  production  and  can 
economically  be  reconverted  to  such  use.  The  timberland  owner's 
concern  is  the  method  used  in  such  brush  control.  Brush  control 
may  be  advantageous  to  timber  growing;  however,  the  means  of 
control  should  be  such  as  to  insure  the  protection  of  the  values 
existent  on  the  timber-growing  lands. 
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The  committees'  hearing  and  field  trip  which  were  directed  toward 
learning  the  current  status  of  cutting  under  Forest  Practice  Act  rules 
were  held  in  Humboldt  County. 

We  wanted  to  hear  from  those  living  with  the  Forest  Practice  Act 
how  it  was  working,  what  it  had  accomplished,  what  those  operating 
under  it  felt  was  wrong  with  it,  and  if  they  believed  the  Legislature 
should  strengthen  the  act. 

Our  findings  to  these  questions  might  best  be  summed  up  by  saying 
that  we  were  presented  statements  which  gave  evidence  that  the  bulk  of 
the  large  timberland  owners  were  now  practicing  forestry  that  exceeds 
the  requirements  of  the  Forest  Practice  Act  because  they  want  to  keep 
their  lands  in  production.  However,  in  answer  to  questions  by  the  com- 
mittees about  what  they  thought  about  the  Forest  Practice  Act  being 
revised  or  amended  to  bring  it  up  to  the  actual  high  order  of  forestry 
practiced  by  all  the  major  members  of  the  industry,  the  general  re- 
action can  best  be  illustrated  by  the  answer  of  Robert  Grundman, 
Chief  Forester  of  the  Union  Lumber  Company  of  Fort  Bragg.  His 
answer  was: 

You  are  dealing  with  different  segments  of  ownership.  There 
are  a  lot  of  people  that  own  timberland  that  feel  the  Forest 
Practice  Act  is  restrictive,  and  they  are  not  at  all  concerned  about 
the  future  of  their  lands.  But,  if  their  lands  are  cut  according  to 
the  Practice  Act,  they  certainly  should  get  adequate  reproduction 
and  keep  the  land  restocked. 

In  addition  to  this,  at  the  subsequent  hearings  in  Susanville,  Mr. 
Kenneth  R.  Walker  of  the  Paul  Bunyan  Lumber  Company  and  a 
member  of  the  California  State  Board  of  Forestry,  was  asked  to  tell 
us  what  better  enforcement  practices  he  might  recommend.  His  an- 
swer was: 

I  haven't  documented  myself  as  to  such  verse  and  chapter.  But 
I  think  there  is  a  fuzzy  zone  in  the  act  now  as  to  who  should  take 
out  the  logging  permit.  I  think  that  should  be  clarified,  but  I  don't 
think  it's  serious.  Under  the  Forest  Practice  Rules,  I  think  there 
is  a  need  to  clarify  and  tie  down  the  definition  of  "operating 
area."  For  example,  where  snags  are  to  be  felled  in  an  operating 
area,  a  logger  may  go  around  the  area  and  log  completely  around. 
And  now  it's  a  little  fuzzy  as  to  whether  he  should  treat  these 
snags  on  the  area  he  has  gone  around.  I  think  that  is  just  a  detail. 
It  can  be  worked  out.  And  I  don't  think  it's  too  serious. 

Mr.  Walker's  answers  to  questions  went  on  to  raise  another  issue 
which  we  feel  needs  more  complete  study : 

Senator  Arnold:  Well,  who  are  the  permits  issued  to  at  the 
present  time?  The  owner  of  the  land  or  the  person  who  is  con- 
tracting to 

(29) 


30  FOREST  PRACTICES  AND  REDEVELOPMENT  OF 

Kenneth  Walker:  It's  to  the  operator,  but  the  owner  of  the  land 
must  notify  the  Division  of  Forestry. 

Senator  Arnold :  The  owner  of  the  land  must  notify  the  Division 
of  Forestry  that  the  timber  is  to  be  removed  from  the  land  and 
the  permit  is  by  the  operator? 

Kenneth  Walker:  By  the  operator.  Now,  who  is  the  operator? 
Is  that  the  prime  contractor?  Is  it  a  subcontractor?  Is  it  the  man 
actually  on  the  job  falling  the  trees? 

Senator  Arnold :  Now,  of  those  three,  what  is  the  present  prac- 
tice, who  is  the  permittee? 

Kenneth  Walker :  Whoever  applies  for  it.  That  is  my  under- 
standing of  it. 

Senator  Arnold :  And  is  sometimes  the  permit  issued  to  someone 
who  is  not  actually  doing  the  work,  or  who  is  making  the  vio- 
lations ? 

Kenneth  Walker :  I  don 't  know  as  to  that.  I  don 't  issue  the  regis- 
trations. 

At  a  later  hearing  in  Sacramento,  the  committees  were  given  more 
information  on  the  Forest  Practice  Act.  Although  the  hearing  was 
primarily  set  up  to  hear  testimony  about  reforestation  research,  we 
asked  the  Division  of  Forestry  to  appear  and  give  a  report  on  the 
present  status  and  administration  of  the  act.  The  division's  opinions 
and  problems  were  presented  by  Mr.  Tobe  Arvola,  Deputy  Forester  in 
charge  of  Forest  Management. 

In  general,  it  was  reported,  timber  operators  have  complied  with  the 
act.  However,  there  are  still  enough  who  refuse  to  obey  the  laws  that 
the  division  must  maintain  an  inspection  program.  This  inspection 
program  at  present  is  carried  out  by  nine  foresters,  who  spend  100 
percent  of  their  time  on  forest  inspection  work.  In  addition,  there  are 
four  other  foresters  who  help  in  this  work,  but  have  other  duties  along 
with  the  forest  practice  inspection;  plus  about  50  assistant  rangers, 
who  spend  approximately  50  percent  of  their  time  on  this  program. 

"Any  appraisal  of  the  Forest  Practice  Act  program,"  Mr.  Arvola 
testified,  "must  recognize  that  its  regulations  are  intended  to  govern 
all  sizes  and  kinds  of  operations — big  and  small,  dedicated  tree  farmers 
and  the  apathetic,  those  that  own  the  land  being  harvested  and  those 
that  operate  on  another's  propertj^,  those  that  are  well  organized  and 
financed  and  those  who  are  not.  Under  these  circumstances  the  degree 
of  forestry  being  practiced,  and  compliance  with  the  Forest  Practice 
Rules,  naturally  vary  considerably.  The  rules  cannot  be  written  for  one 
or  a  few  segments  of  the  industry;  they  must  apply  to  all.  It  is  not 
uncommon  to  find  many  operations  whose  management  is  of  high  order 
which  far  exceed  state  requirements,  yet  there  are  many  whose  timber 
operations  fall  short  of  meeting  minimum  standards  established 
by  law." 

When  questioned  as  to  what  the  di^asion's  experience  had  been  as 
far  as  a  difference  in  the  number  of  infractions  of  the  rules  by  the  small 
and  large  operator,  Mr.  Arvola  replied:  "Well,  you  find,  in  general, 
the  larger  operations  that  own  their  own  property  comply  reasonably 
well  with  the  rules.  That  is  not  to  say  that  you  cannot  find  small  oper- 
ators that  practice  a  high  degree  of  forestry.  The  smaller  operators 
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that  own  property  generally  do  a  pretty  good  job,  but  our  biggest 
problem  is  with  the  operators  that  operate  on  other  people's  property, 
that  drift  around  from  area  to  area.  They  have  no  tie  with  the  land 
and,  naturally,  their  interests  aren't  as  keen  as  the  one  W'ho  owns  the 
property. ' ' 

The  witness,  when  asked  if  he  thought  new  legislation  would  help 
to  remedy  the  situation,  stated  that  the  act  had  been  revised  in  the 
1957  Legislature  to  strengthen  the  permit  system,  which  went  into 
effect  in  1958.  Nov\%  the  permit  is  actually  issued  to  the  operator  him- 
self, not  to  the  landoAvuer.  This  provides  the  division  with  a  method  of 
keeping  track  of  the  operators,  as  well  as  a  better  means  to  revoke  per- 
mits in  case  of  a  violation.  He  added  that  it  is  too  early  to  tell  if  further 
legislation  is  needed,  as  they  had  not  had  the  proper  amount  of  time 
to  test  the  new  sj^stem. 

Although  the  personnel  for  inspection  of  the  1500-some  operators 
allows  an  average  of  only  two  inspections  per  operator  pev  year,  Mr. 
Arvola  stated  that  the  division  did  not  feel  in  should  increase  its  inspec- 
tion personnel  until  they  had  strengthened  their  enforcement  program. 

"You  can  onl}^  go  so  far  in  prevention  of  infractions  through  an 
inspection  program,"  he  said,  "and  to  really  button  up  the  matter  of 
complaints,  why  you  have  to  have  a  fairly  good  enforcement  program 
to  develop  the  respect  on  the  part  of  the  operators  who  have  been 
somewhat  negligent  insofar  as  complaints  are  concerned.  There  is  a 
feeling  among  some  operations,  or  operators,  that  the  enforcement  pro- 
gram to  date  is  weak,  and  they  are  taking  advantage  of  it." 

That  there  is  a  trend  toward  better  compliance  with  Forest  Practice 
Rules  was  reflected  in  the  figures  showing  that  there  had  been  approxi- 
mately 47  percent  fewer  infractions  in  1957  as  compared  wdth  1956. 
However,  in  1957  there  were  still  some  38  percent  of  the  timber  opera- 
tors not  in  complete  compliance. 

These  figures  do  not  take  into  consideration  degree  of  compliance. 
"In  other  words,  an  operator  with  only  one  infraction  among  many 
observations  of  compliance  is  classified  under  this  system  in  the  non- 
compliance category.  Thus,  this  measure  may  not  be  significant  but 
must  be  weighed  in  relation  to  other  information,  some  of  which  you 
have  received  in  previous  hearings  of  your  committees." 

We  were  told  that  it  is  planned  by  the  division  to  use  a  new  system 
in  1959  which  will  record  observations  of  compliance  with  the  Forest 
Practice  Rules  as  well  as  the  number  of  infractions.  Observations  of 
compliance  will  then  be  related  to  total  observations — compliance  plus 
infractions — to  give  a  compliance  index,  which  will  provide  the  division 
more  revealing  criteria  to  determine  how  to  better  carry  on  their 
program. 

Further  testimony  by  Mr.  Arvola  pointed  up  the  fact  that  many  of 
the  problems  concerning  enforcement  of  the  Forest  Practice  Rules  are 
related  to  the  language  of  the  rules.  These  rules,  which  were  adopted 
in  1953,  have  not  been  revised,  except  for  the  amendment  of  the  Forest 
Practice  Act  in  1957. 

"Some  rules  are  ambiguous,"  Mr.  Arvola  said,  "some  need  revision 
in  the  light  of  the  amended  act ;  and  others  contain  no  effective  stand- 
ards *  *  *  The  Forest  Practice  Committees  have  taken  steps  to  initiate 
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revision  of  the  rules  and  the  State  Board  of  Forestry  desires  to  adopt 
them  before  the  1959  season.'" 

'•'In  conclusion,"  the  -svitness  stated  at  the  close  of  his  prepared 
statement,  "it  can  be  said  that  as  much  progress  in  strengthening  the 
Forest  Practice  Act  program  has  been  made  as  can  be  expected  under 
the  situation  that  has  prevailed.  The  amended  act  has  promise  of  im- 
proving enforcement,  but  the  rules  need  revision.  And  they,  and  the 
act,  then  need  the  test  of  time  and  experience. ' ' 

CUniNG  UNDER  FOREST  PRACTICE  RULES 
IN  THE  REDV/OOD  SECTION 

Before  proceeding  with  a  summary  of  the  reports  made  to  the  com- 
mittee on  the  subject  of  cutting  under  Forest  Practice  Rules  in  the 
Redwood  Region,  we  would  like  to  clarify  the  term  "Redwood  Region." 

Twenty  years  ago  redwood  was  the  only  important  wood  of  the 
region.  Today,  generally  speaking,  the  area  produces  70  percent  red- 
wood and  30  percent  Douglas  fir.  In  fact,  at  a  Redwood  Region  Logging 
Conference  in  March  of  1959.  :Mr.  WiUiam  E.  Baker,  President  of  the 
Conference,  was  quoted  in  the  press  as  saying:  "Today,  our  County 
of  Humboldt  alone  outproduces  all  other  counties  in  the  production 
of  Douglas  fir — with  the  possible  exception  of  Douglas  County  in 
Oregon. ' ' 

Mr.  R.  R.  Chaffee,  chairman  of  the  Tree  Farm  Committee  of  the 
California  Redwood  Association,  submitted  a  report  to  the  committees 
from  a  cutting  practice  survey  made  by  his  committee.  The  sursey — 
covering  the  Counties  of  Santa  Cruz,  Del  Xorte.  Humboldt,  Mendocino, 
and  Sonoma — ^was  based  upon  the  harvesting  of  one  billion  board  feet 
of  redwood  and  Douglas  fir  on  private  lands  during  the  year  of  1957, 
in  31  operations,  with  a  capacity  of  100,000  to  100.000.000  annual  pro- 
duction. Divided  under  three  headings,  High  Order  Forestry,  Accept- 
able Forest  Practice  under  the  Minimum  Forest  Practice  Act,  and 
^Minimum  Forest  Practices  under  that  law,  the  survey  presented  the 
following  results : 

A.  High  order  forestry.  This  classification  includes  stands  selec- 
tively marked,  stands  cut  to  a  diameter  limit  substantially  above 
the  Forest  Practice  Rules  requirements,  and  stands  cut  very  lightly 
for  thinning.  All  logging  in  this  category  left  trees  larger  than 
required  by  the  Forest  Practice  Rules,  and  adequate  future  growth 
was  assured. 

54  percent  of  1957  production. 

B.  Acceptable  forest  practice.  This  classification  includes  stands 
harvested  according  to  diameter  limits  specified  by  the  State  Forest 
Practice  Rules,  where  removal  of  all  merchantable  trees  above  the 
limit  left  adequate  seed  source  to  insure  early  regeneration. 

42  percent  of  1957  production. 

C.  Minimum  forest  practice.  This  classification  includes  stands 
harvested  to  minimum  Forest  Practice  Rules  where  minor  amounts 
of  young  growth  and  insufficient  seed  source  were  left.  Most  of  the 
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production  listed  here  represents  either  a  logger  operating  on  a 
clearcut  permit  on  a  rancher's  land,  or  contract  difficulties  between 
timber  owner  and  logger. 

4  percent  of  1957  production. 

An  example  of  current  policies  in  the  conduct  of  tree  farm  manage- 
ment under  the  Forest  Practice  Act  was  explained  to  the  committees 
by  Mr.  Robert  Grundman,  Chief  Forester  of  the  Union  Lumber  Com- 
pany. 

lie  told  us  that  his  company's  logging  practices,  which  he  stated 
exceeded  the  forest  practice  rules  for  the  region,  were  based  upon 
the  simple  fact  that  they  intend  to  stay  in  business.  They  have  173,000 
acres,  all  of  which  is  certified  as  a  tree  farm ;  and,  quoting  a  statement 
from  the  president  of  the  company,  "our  mill  and  investment  of  plant 
would  have  just  junk  value  if  we  didn't  have  a  forest  in  back  of  us 
to  sustain  an  operation." 

An  important  factor  in  connection  with  the  actual  logging  practices 
is  the  time  spent  by  the  professional  forester  in  educating,  and  selling, 
the  company's  employees  and  the  local  public  on  the  reasons  for,  and 
the  advantages  of,  an  enlightened  policy  of  proper  cutting  practices. 
Annual  meetings  with  members  of  the  Division  of  Forestry  are  held, 
meetings  which  include  field  trips  to  show  them  their  marking  and 
cutting  practices.  Mr.  Grundman  feels  that  such  meetings,  at  which 
they  also  hear  of  the  division's  problems,  provide  an  exchange  of 
thinking  that  stands  all  concerned  in  good  stead  when  they  are  faced 
with  problems  or  an  emergencj^,  such  as  a  fire.  Following  the  meetings 
a  complete  report  of  the  discussions  is  printed  in  a  company  magazine, 
which  is  distributed  to  the  employees  and  the  people  living  in  the  area. 

In  addition,  every  spring,  prior  to  the  opening  of  the  logging  season, 
the  woods  personnel  of  the  company  is  given  a  thorough  briefing  session 
to  explain  some  particular  phase  of  operation — such  as  a  marking  pro- 
gram— that  the  company  is  trying  to  get  over.  These  sessions  include 
the  showing  of  photographs  of  practices  which  the  company  considers 
to  be  bad,  and  examples  of  good  practices,  so  that  the  wood  crews  will 
have  a  clearer  understanding  of  what  they  may,  or  may  not,  have 
done  wrong.  This  is  also  published  in  the  company  magazine,  again, 
with  the  aim  of  informing  as  many  people  as  possible  of  what  they 
are  doing  and  why  they  are  trying  to  do  it.  For,  as  Mr.  Grundman 
testified,  "It  takes  a  lot  of  co-operation  all  the  way  through  to  get  the 
job  done." 

Included  in  the  policy  of  good  tree  farm  management  are  the  con- 
struction and  maintenance  of  a  road  system.  In  the  case  of  Mr.  Grund- 
man's  company,  they  have  approximately  100  miles  of  operating  truck 
road,  most  of  which  are  off-highway  roads.  In  addition  to  that,  they 
open  150  miles  of  fire  road  each  year.  The  fact  that  up  to  the  late 
summer  of  1958  the  company  had  suffered  only  three  fires,  ranging 
from  only  three  to  five  acres  in  extent,  was  offered  as  an  example  of 
the  value  of  the  investment  in  an  adequate  fire  road  sj'stem. 

In  regard  to  the  company's  cutting  practices,  the  witness  stated  that 
they  mark  approximately  50  percent  of  their  stands  for  cutting.  The 
remainder  is  operated  on  a  diameter  limit  basis — 36  inches  on  redwood 
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and  24  inches  on  fir.  The  36-inch  diameter  limit  was  reached  after 
study  had  shown  them  that  the  36-inch  limit  on  redwood  gives  them 
an  average  of  52  percent  of  the  trees  left  standing,  as  contrasted  to 
the  24-inch  basis  that  would  leave  only  24  percent  of  a  residual  stand. 

MANAGEMENT  OF  TIMBER-RANCH  PROPERTY 

Dr.  AVilliam  J.  Kerr,  who,  along  with  his  wife  and  brother,  owns 
and  operates  approximately  6,000  acres  of  land  in  Humboldt  County, 
gave  the  committees  a  comprehensive  report  on  their  plan  of  timber- 
ranch  management.  The  Kerrs'  forward-looking  attitude  concerning 
forestry  problems  as  a  whole,  and  their  work  toward  making  every 
effort  to  solve  their  own  problems,  earned  the  admiration  of  the  com- 
mittees' members.  For  that  reason,  we  believe  that  the  testimony 
regarding  the  problems  of  his  own  lands,  with  the  accompanying  over- 
all philosophy  of  good  forestry  practices  expressed  by  Dr.  Kerr,  is 
thought-provoking  enough  to  be  included  for  the  most  part  in  this 
report,  rather  than  summarized. 

It  is  our  plan  in  managing  this  property  to  market  our  timber 
by  selective  methods;  to  insure  a  continuous  crop  for  the  future; 
and  to  utilize  all  techniques  which  will  return  the  highest  quality 
of  reproduction. 

After  having  had  unfortunate  experiences  in  selling  some  of  our 
timber  on  a  stumpage  or  on  a  yield  basis  in  past  years,  we  soon 
learned  that  it  was  difficult  for  a  landowner  to  retain  control  of 
cutting  operations,  to  prevent  soil  erosion  and  to  insure  proper 
drainage,  fire  control  or  land  clearance  at  termination  of  opera- 
tions. Seed  sources  were  also  frequently  removed  or  destroyed 
during  operations,  leaving  a  wasteland  which  could  not  in  any 
reasonable  period  of  time  be  restored  to  forest  conditions. 

During  the  past  four  years  we  have  managed  our  own  logging 
operations,  harvesting  the  virgin  timber  on  approximately  40  acres 
of  land  per  year.  At  this  rate  we  have  sufficient  old  growth  or 
virgin  timber  to  last  for  40  years,  by  which  time  the  second  growth 
or  young  timber  now  40  to  60  years  old  will  be  mature  enough 
to  harvest.  The  restocking  now  taking  place  on  our  cutover  lands 
will  then  be  replacing  our  timber  resources  and  will  insure  a 
continuous  crop. 

Some  of  the  lessons  we  have  learned  came  the  hard  way.  Those 
who  had  only  small  timber  holdings  or  who  sold  all  their  timber 
without  adequate  control  of  logging  operations  had  only  one  chance 
and  thus  could  not  benefit  from  their  experience. 

Under  our  own  management  of  logging  operations  several  bene- 
fits have  accrued : 

1.  We  have  been  able  to  designate  areas  of  mature  timber  to  be 
harvested  leaving  solid  stands  of  immature  trees  for  future 
harvest. 

2.  AVe  have  retained  adequate  seed  sources  well  above  the  num- 
ber required  under  forest  practice  regulations. 

3.  We  have  located  access  roads  Avith  proper  culverts  where 
they  may  be  permanent. 
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4.  During  and  at  the  termination  of  operations  in  a  given  area 
all  cull  logs  have  been  removed  to  piles  adjacent  to  access 
roads  so  that  if  they  become  salable  for  pnlp  or  particle  board 
in  the  near  future  it  will  not  be  necessary  to  enter  the 
premises  where  young  timber  may  be  injured  thereby. 

5.  All  large  tops  and  brush  have  been  piled  in  areas  where  they 
may  be  burned  when  adequate  assistance  can  be  secured  for 
controlled  burning.  The  State  Department  of  Forestry  is 
inadequately  staffed  to  supervise  burns  when  needed. 

6.  Fire  trails  have  been  made  around  all  logged  areas  about 
40  acres  in  size. 

7.  All  dead  snags  have  been  felled,  many  of  these  yielding 
marketable  logs  of  sufficient  value  to  pay  for  this  phase  of  the 
operation. 

8.  All  skid  roads  have  been  blocked  and  drained. 

The  net  cost  of  these  complete  operations  has  been  $25  per  acre. 
We  believe  we  are  putting  our  timber  land  in  the  best  condition  to 
insure  the  next  crop  of  trees. 

On  the  credit  side  we  have  derived  an  income  much  greater  than 
we  would  have  received  from  the  sale  of  the  timber  on  a  .stumpage 
basis. 

As  timber-ranch  owners  interested  in  conservation  and  continu- 
ous crops  of  whatever  nature,  a  number  of  subjects  have  attracted 
our  attention : 

1.  "What  seed  sources  are  the  most  desirable? 

(a)  Does  the  quality  of  a  prospective  parent  or  progenitor 
matter  ? 

(b)  Does  a  limby  parent  tree  tend  to  reproduce  limby  off- 
spring ? 

(c)  Does  a  mature  tree  riddled  with  fungus  disease  such  as 
conk  or  dry-rot  tend  to  reproduce  young  trees  with  sus- 
ceptibility to  these  diseases? 

(d)  Does  the  character  of  the  soil  influence  these  defects? 

2.  What  are  the  hazards  encountered  in  a  timber  area  and  how 
can  they  be  minimized? 

(a)  How  destructive  are  rodents  to  reseeding  naturally  or 
artifically,  and  how  can  we  control  them? 

(b)  How  destructive  are  the  deer  herds?  We  think  that  in 
many  areas  the  young  fir  trees  are  set  back  about  10 
years  by  winter  and  spring  browsing  on  young  buds  until 
the  shrubby  tree  can  send  up  a  central  leader  to  over- 
reach the  deer.  In  many  cases  perhaps  as  much  as  28 
percent  of  these  young  trees  send  out  two  or  more  leaders 
causing  forked  trees,  which  tend  to  break  off  and  under 
most  conditions  destroy  both  trees  or  allow  rot  to  enter. 
A  study  should  be  made  to  determine  whether  it  would 
be  of  benefit  to  the  future  of  lumbering  to  disperse  the 
deer  herds  for  a  number  of  years  during  the  reforesta- 
tion period. 
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(c)  How  destructive  are  cattle  and  sheep  on  young  trees? 
"We  think  cattle  cause  little  damage  in  comparison  with 
deer.  This  year  we  are  setting  up  an  experiment  with 
three  equally  planted  plots,  one  to  be  fenced  deer-tight, 
to  keep  out  both  deer  and  cattle;  one  cattle-tight  but 
accessible  to  deer;  and  one  area  unfenced.  This  is  in  an 
area  of  the  ranch  used  by  both  deer  and  cattle.  Through 
the  farm  adviser's  office,  we  are  conducting  this  pro- 
cedure in  addition  to  experiments  on  survival  of  seed- 
lings planted  at  different  times  during  the  winter  and 
spring  months. 

"We  are  studying  methods  of  cutting  by  selective  logging  and 
clear-cut  techniques.  It  is  obvious  that  heaw  cutting,  leaving 
slender,  suppressed  trees  as  a  possible  seed  source,  cannot  be  the 
choice  method.  Most  of  these  trees  die  to  become  a  fire  hazard  or 
blow  dov\^n  and  are  seldom  a  seed  source.  We  have  practiced  clear- 
cutting  in  an  area  where  all  the  trees  therein  have  had  three  or 
more  snow  breaks  in  a  period  of  80-100  years.  If  the  timber  econ- 
omy were  converted  to  be  based  more  on  sources  of  pulpwood,  then 
such  an  area  might  be  reconverted  to  timber  culture,  but  such  de- 
fective trees  have  little  value  for  lumber. 

We  have  also  been  interested  in  pruning  methods.  It  is  well 
known  that  the  quality  of  logs  can  be  greatly  enhanced  by  pruning 
the  trees  at  an  early  age  with  a  diameter  of  less  than  about  eight 
inches.  If  the  stand  of  timber  is  thick,  such  an  operation  should  be 
carried  on  simultaneously  with  a  thinning  operation  to  remove  the 
larger  or  the  smaller  and  potentially  suppressed  trees  from  the 
area.  This  would  obviate  the  expense  of  pruning  trees  which  were 
to  be  removed.  To  carry  out  these  techniques  it  would  require 
logging  methods  new  to  this  region,  namely,  small  equipment  or 
horsepower  to  avoid  injury  to  the  reserve  trees  left  standing.  If 
the  cost  of  such  operations  could  be  recovered  through  sale  of  small 
logs,  poles  and  cordwood  for  pulp  mills,  we  would  certainly  proceed 
in  this  direction. 

The  vSupport  which  is  available  for  pruning  operations  should 
find  little  demand  in  this  region  at  this  time.  The  young  trees 
coming  up  in  recently  cutover  lands  are  not  yet  of  sufficient  size 
for  successful  pruning  methods  and  the  young  growth  which  is 
above  one  foot  in  diameter  is  beyond  pruning  age.  We  are  co- 
operating with  Eugene  Hofstedt,  county  forester,  in  exploring 
these  methods. 

In  speaking  of  predators,  some  mention  should  be  made  of  log- 
ging operators  and  timber  owners,  frequently  transients,  who  have 
in  the  past  decade  laid  waste  many  thousands  of  acres  of  our  most 
productive  timberlands.  They  have  had  scant  regard  for  forest 
practice  regulations  and  have  left  these  lands  covered  with  logs 
and  tops,  filled  the  stream  beds  with  logs,  failed  to  conserve  the 
soil  by  leaving  undrained  skid  roads,  removed  or  destroyed  seed 
trees,  and  failed  to  build  fire  trails  as  prescribed  by  law.  Already 
many  of  these  areas  are  covered  by  brush  which  will  prevent  re- 
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forestation  with  desirable  species  of  trees  unless  expensive  opera- 
tions are  undertaken  to  restore  these  wastelands  to  reproduction. 
There  are  some  areas  so  barren  of  trees  that  the  coyotes  have 
deserted  them  to  go  to  the  tall  uncut  timber  in  the  national  forests, 
which  may  be  a  partial  blessing  to  the  private  landowner. 

Some  of  these  vast  areas  of  cutover  lands  present  a  pressing 
problem  in  fire  control.  Would  it  not  be  timely  to  undertake  a 
survey  so  that  adequate  firebreaks  could  be  set  up  along  ridges  and 
natural  barriers  so  that  if  a  fire  breaks  out  some  of  the  areas  of 
young  timber  coming  into  being  could  be  protected? 

"We  are  interested  in  the  soil  survey  being  conducted  by  the 
State  Department  of  Forestry.  When  the  results  of  this  survey 
in  our  region  are  known  we  expect  to  make  full  use  of  the  knowl- 
edge of  our  basic  resource  to  determine  which  parts  of  our  hold- 
ings are  most  suitable  for  timber  growth  as  well  as  for  forage. 

All  the  people  in  our  region  should  be  interested  in  a  continuing 
crop  of  merchantable  timber,  since  this  product  of  our  soil  and 
climate  makes  up  such  a  large  segment  of  our  economy.  Funda- 
mental to  this  purpose  are  the  following  considerations : 

1.  Reforestation  of  our  overtimbered  and  distressed  or  waste 
lands  where  seed  sources  have  been  destroyed. 

2.  Preparation  of  land  for  best  chance  of  return  to  growth  of 
trees. 

3.  Selection  of  seeds  or  seedlings  from  locality  and  climatic  con- 
ditions comparable  to  site  to  be  planted. 

4.  Selection  of  seeds  from  trees  relatively  free  from  limbs  and 
free  from  disease. 

5.  Location  of  nursery  or  nursery  stock  at  strategic  areas  in  this 
region  so  that  ranchers  and  timber  owners  could  conveniently 
receive  seeds  or  plants  at  times  suitable  for  planting  and  at 
nominal  cost.  (Personally,  I  have  never  been  able  to  resist  a 
visit  to  a  nursery  without  coming  away  with  a  bundle  of  trees 
or  shrubs.) 

6.  Protection  of  seedlings  from  deer  and  other  predators. 

7.  A  look  at  the  tax  structure  as  related  to  the  timber  tax.  At 
present  the  timber  tax  is  of  such  magnitude  that  the  timber- 
ranch  owner  must  sell  some  timber  each  year  to  pay  this  tax. 
The  severance  tax  laws,  available  in  Washington  and  Oregon, 
should  be  studied  critically  to  determine  whether  this  method 
would  promote  timber  culture  in  our  State.  If  our  timber 
products  should  be  utilized  as  pulpwood,  then  the  county  may 
not  derive  any  tax  income  from  trees  harvested  under  40  years 
of  age  or  only  during  the  year  the  timber  is  sold.  A  severance 
tax  may  encourage  the  landowner  to  retain  his  timber  until 
the  trees  are  of  more  mature  age  and  desirable  for  saw  logs 
or  veneer. 

We  have  heard  rumors  of  assistance  from  the  State  or  Federal 
Government  in  reforestation.  I  have  already  spoken  of  the  faulty 
methods  in  logging  operations  in  the  recent  past.  This  has  not  been 
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true  of  the  larger  companies  with  vast  holdings  of  timberland 
where  some  plan  for  continuous  operation  has  been  the  rule.  How- 
ever, many  thousands  of  acres  of  privately  owned  lands,  either 
ranch  holdings  or  lands  owned  or  controlled  by  sawmill  operators, 
have  not  been  handled  with  any  apparent  regard  to  the  future 
income  of  the  owner  or  the  welfare  of  the  community  or  State. 

The  economic  outlook  is  not  projected  beyond  the  market  place 
as  of  today.  The  forest  practice  regulations  have  had  no  notice- 
able influence  on  some  of  these  operators  since  the  wages  of 
breaches  in  regulations  were  as  farthings  to  the  prince.  Very  few 
permits  for  logging  operations  have  been  revoked  and  this  is  the 
only  penalty  for  noncompliance.  Severe  penalties  should  be  im- 
posed for  failure  to  leave  adequate  seed  sources  unless  the  area 
is  to  be  clear-cut  and  replanted.  A  bond  should  be  required  on  an 
acreage  basis  and  of  sufficient  magnitude  to  encourage  compliance 
with  the  regulations.  Forfeited  moneys  should  be  returned  to  the 
Division  of  Forestry  to  be  applied  on  reforestation  of  the  site. 

If  it  is  proposed  that  the  State  Government  come  to  the  assist- 
ance of  timberland  owners  to  repair  the  damage  due  to  many  years 
of  destructive  methods,  careful  attention  should  be  given  to  the 
following  criteria : 

1.  The  nature  of  the  local  soil  qualities  should  be  taken  into 
consideration  as  determined  by  the  soil  survey. 

2.  The  cost  of  reforestation  may  be  almost  prohibitive.  As  al- 
ready stated,  it  has  required  $25  per  acre  to  leave  timberland 
in  a  suitable  state  for  a  new  crop  of  trees.  The  cost  of  replant- 
ing may  require  an  additional  $35  to  $50  per  acre.  This  is  on 
the  assumption  that  many  thousands  of  acres  of  natural  tim- 
berlands  in  his  region  have  no  remaining  seed  sources.  Those 
scattered  trees  which  emerge  from  the  soil  must  by  15-30 
years  of  age  before  they  can  become  future  seed  sources.  By 
that  time  those  less  desirable  species  of  trees  such  as  tan  oaks, 
madrones,  and  useless  brush  which  grow  well  from  sprouts 
will  have  taken  over,  making  it  difficult  for  conifers  to  get  a 
start. 

It  has  been  of  great  interest  for  us  to  play  some  part  in  a 
program  of  conservation  which  according  to  our  lights  offers  some 
chance  for  success.  We  are  learning  as  we  go.  We  do  not  pretend 
to  be  foresters  but  are  securing  advice  from  all  promising  quarters. 
We  have  had  valued  assistance  in  managing  our  timber  properties 
from  our  son,  Farnum  W.  Kerr  of  Napa,  who  is  trained  in  civil 
engineering  and  community  planning.  The  local  division  of  the 
State  Department  of  Forestry,  the  Forestry  Department  and  the 
Forest  Products  Laboratory  of  the  University  of  California,  the 
Countj^  Forester  of  Humboldt  County,  and  the  Farm  Advisor's 
office  of  our  county  have  all  been  very  helpful  in  our  under- 
taking. 

Some  5,000  acres  of  our  6,000-acre  ranch  holdings  are  accepted 
as  a  registered  tree  farm,  dedicated  to  the  continuous  growth  of 
trees  as  a  crop.  This  gives  us  no  tax  relief  and  no  other  immediate 
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benefits.  However,  we  have  the  satisfaction  of  knowing  that  we 
are  among  the  growing  number  of  citizens  who  realize  the  wastage 
of  years  gone  by  and  the  need  to  maintain  and  replenish  our 
timber  resources  in  the  public  interest.  The  dividends  in  the  way 
of  financial  return  may  be  collected  by  our  heirs  and  assigns, 
bringing  a  better  return  per  acre  than  could  be  derived  from  any 
alternative  use. 

These  remarks  apply  particularly  to  the  Douglas  fir  species 
which  presents  problems  in  regeneration  and  growth  different 
from  the  redwood  and  other  species  of  trees. 

Before  I  close  some  mention  should  be  made  of  our  abundant 
hardwoods.  Many  of  these  fine  old  trees  have  been  destroyed  or 
injured  in  logging  operations,  but  since  some  of  them  thrive  in 
areas  where  conifers  are  absent  or  scarce  they  are  still  available 
for  prudent  harvesting.  It  is  reported  that  only  one-tenth  of  the 
charcoal  consumed  in  the  State  is  derived  from  our  forests.  An- 
other tenth  is  obtained  from  shells  of  nuts  and  other  refuse,  leaving 
eight-tenths  to  come  from  other  areas  of  the  Country  or  from 
Mexico.  It  would  appear  that  an  integrated  operation,  including 
(1)  utilization  of  the  clearer  sections  of  the  trunk  for  sawed  or 
veneer  products  and  (2)  the  use  of  the  other  parts  for  charcoal 
would  be  economically  successful.  In  the  case  of  tan  oak,  the  sal- 
vage of  the  bark  for  tanning  would  further  increase  the  economic 
return. 

ST.ME  NURSERY  PROGRAM 

Mr.  F.  H.  Raymond,  State  Forester,  who  was  present  at  the  Eureka 
hearing  when  Dr.  Kerr  testified,  Avas  asked  if  he  would  comment  upon 
certain  aspects  of  the  State  Nursery  Program. 

He  stated  that  the  Division  of  Forestry  makes  every  effort  to  keep 
annual  production  at  about  the  level  of  annual  request  for  stock.  But 
the  nature  of  the  problem  is  such  that  their  estimates  are  sometimes 
off.  "Sometimes,"  Mr.  Eaymond  said,  "certain  species  have  a  heavy 
demand  that  we  did  not  anticipate,  but — as  some  of  the  stock  has  to 
be  put  in  the  nurseries  two  years  in  advance  of  requests  for  it — we 
have  to  prognosticate  what  the  demands  are  going  to  be  two  years 
hence." 

The  division  has  not  received  any  objections  to  prices  for  sale  of  the 
nursery  stock,  which  is  now  set  by  the  State  Forester  with  the  approval 
of  the  State  Board  of  Forestry. 

Mr.  Raymond  was  asked  if,  in  his  opinion,  the  present  nursery 
operation  could  supply  any  volume  of  requests  that  might  be  made  of 
them.  His  answer  was  that  they  could,  although  allowance  must  be 
made  for  over-estimates  which  can  mean  a  certain  amount  of  waste. 
He  added  that  it  is  definitely  a  policy  of  the  division  to  keep  increasing 
production  to  meet  the  demands. 

Acknowledging  that  Dr.  Kerr's  presentation  had  raised  valid  ques- 
tions about  the  planning  and  production  of  nursery  stock,  Mr.  Raymond 
said  that  there  are  not  answers  as  yet  to  all  these  problems,  that  the 
division  was  aware  of  them,  and  that  "there  are  a  number  of  questions 
here  that  should  be  looked  into  and  some  are  being  looked  into. ' ' 
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"We  have  had  questions,"  he  further  explained,  "from  different 
people  that  have  purchased  stock  from  our  nurseries  who  have  had 
failures.  We  don't  know  whether  it  is  the  type  of  stock  that  has  been 
produced,  whether  there  has  been  a  failure  at  the  nursery  operation, 
or  whether  there  has  been  something  wrong  in  shipping,  or  whether 
there  was  something  wrong  in  planning. ' ' 

Asked  what  he  would  suggest  as  to  how  to  go  about  finding  answers, 
Mr.  RajTuond  replied :  ' '  We  are  endeavoring  to  study  this.  I  am  not 
in  a  position  at  the  moment  to  make  a  sound  suggestion  on  that.  There 
are  several  groups  who  are  working  on  it.  The  law  passed  by  the  1957 
Legislature  organizing  the  State  Board  of  Forestry  to  set  up  an  Ad- 
visory Committee  on  Reforestation — that  committee  is  actively  working 
in  this  field,  and  is  trying  to  bring  together  all  the  known  information 
and  outline  what  is  not  known,  and  how  we  might  go  about  finding 
answers  to  these  questions.  I  won't  say  that  increasing  the  budget  is 
going  to  do  it.  I  don't  think  that's  it.  I  think  we  had  better  find  out 
what  are  the  areas  in  which  we  need  to  work." 

THE  HUMBOLDT  COUNTY  FORESTRY  COMMITTEE 

The  committees  believe  that  commendation  is  due  Humboldt  County 
for  creating,  and  making  effective,  what  we  understand  to  be  the  only 
county  forestry  committee  in  existence.  We  think  it  is  an  excellent 
example  of  citizens  not  only  being  aware  of  their  problems,  but  being 
willing  to  work  together  to  solve  them. 

The  committee  was  organized  with  the  purpose  to  promote  a  healthy 
timber  economy  through  public  education,  timber  owner  guidance,  and 
economic  analysis.  Motivation  for  the  formation  of  the  committee  was 
the  fact  that  70  percent  of  the  county's  basic  economy  rests  upon 
forest  products.  While  25  percent  of  the  forest  land  within  the  county 
is  in  public  ownership,  the  mills  are  presently  95  percent  dependent 
upon  logs  supplied  from  private  lands.  Annually  over  25  percent  of  the 
total  lumber  production  of  the  State  has  been  produced  bj^  Humboldt 
County  during  the  last  10  years,  from  timber  stands  which  form  one- 
sixth  of  the  total  stand  timber  volume  of  the  State. 

The  county  board  of  supervisors  created  the  Humboldt  County  For- 
estry Committee  in  January,  1953.  It  is  composed  of  17  members  from 
representative  countywide  organizations.  Mr.  Joseph  Russ,  Jr.,  chair- 
man of  the  committee,  presented  a  report  to  us  on  their  program  and 
activities.  Included  in  the  committee 's  activities  have  been : 

1.  An  economic  survey-  of  the  forest  resources  and  industries  in  Hum- 
boldt County. 

2.  Studies  dealing  specifically  with  the  economic  problems  and  use  of 
cutover  land  which  confront  private  owners. 

3.  Tree-planting  guides  for  the  Redwood  and  Douglas  Fir  region 
prepared  jointly  by  local  and  federal  experiment  station  for- 
esters. 

4.  Recommendations  regarding  future  land  use  offered  for  considera- 
tion during  harvesting  operations. 

5.  Support  of  the  Soil- Vegetation  Program. 
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6.  Providing  the  State  Board  of  Forestry  and  the  Legislature, 
through  interim  committees  and  local  representatives,  the  benefit 
of  their  studies  and  opinions. 

7.  In  the  interest  of  forest  management  research,  establishing  a  co- 
operative redwood  research  project  on  harvesting  technique  at 
Yuroc. 

8.  Forming  within  the  committee  in  1958  a  technical  s\ibcommittee 
on  the  rehabilitation  of  cutover  land,  the  results  of  which  will  be 
published  and  be  of  use  to  land  managers  throughout  the  State. 

9.  Supporting  the  Supplementary  Fire  Budget  of  1956. 

As  a  result  of  this  committee's  work  there  has  been  published  such 
valuable  source  material  as  Tiniher  in  Humboldt  County,  Eco7iomics  of 
The  Utilization  of  Commercial  Timiberland  in  Northwestern  California, 
and  Selling  Timber  the  Bight  Way. 

In  concluding  his  report  to  us,  Mr.  Russ  said :  "  As  you  can  see,  we 
have  been  grappling  with  the  problems  related  to  the  use  of  forest  lands 
for  nearly  six  years.  Shortly  after  we  undertook  this  committee  task,  a 
fellow  member,  Walclron  Hyatt,  advised  us :  '  The  most  important  thing 
any  landowner  should  be  told  is  to  assure  regrowth  of  trees  following 
harvesting  operation. '  We  feel  that,  through  our  many-sided  analysis 
of  local  problems,  we  are  becoming  better  prepared  to  suggest  the  pri- 
mary areas  in  need  of  state  assistance  in  research  and  development  to 
overcome  many  of  the  local  obstacles  to  full  use  of  the  land. ' ' 

THE  SOIL-VEGETATION  SURVEY  PROGRAM 

In  our  studies  of  the  problems  of  rehabilitation  of  our  idle  wildlands, 
improvement  of  brushland,  ranges,  protection  of  our  wildlands  from 
fire,  land  management,  and  intelligent  future  use  of  our  wildlands,  the 
committees  found  no  more  vital  or  positive  program  than  the  Soil- 
Vegetation  Survey  Program. 

Although  much  has  been  accomplished  in  obtaining  basic  soils  infor- 
mation for  agricultural  lands,  until  the  inception  of  the  Soil- Vegetation 
Program  in  1947  there  was  little  knowledge  of  wildland  soils. 

The  program — conducted  by  co-operating  agencies  of  the  State  Divi- 
sion of  Forestry,  the  University  of  California,  and  the  U.  S.  Forest 
Service — is  a  thorough,  scientific  inventory  of  the  wildlands  of  Cali- 
fornia to  obtain  basic  information  on  the  kinds  and  distribution  of  soils 
and  vegetation  and  their  characteristics  and  relationships.  Because  it  is 
not  aimed  at  gathering  information  for  a  single  purpose,  the  program 
provides  fundamental  information  which  can  be  interpreted  for  a  wide 
scope  of  specific  purposes  in  the  use  and  management  of  wildlands. 
These  survey  results  are  compiled  and  published  in  the  form  of  maps 
and  reports,  available  to  interested  parties  at  the  cost  of  printing. 

Testimony  before  the  committees,  plus  a  field  trip  to  see  for  ourselves 
how  the  program  was  conducted,  proved  that  the  information  being 
compiled  and  the  maps  prepared  were  applicable  to  all  fields  of  wild- 
lands  management :  forest  management,  range  and  wildlife  manage- 
ment, forest  engineering,  recreation  planning,  forest  land  valuation, 
forest  fire  protection,  watershed  management,  and  regeneration. 
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Effectiveness  of  ranch  operation  and  management  is  increased  by  the 
information  on  these  maps,  giving-  the  user  a  sound  basis  for  assessing 
suitability  of  land  for  forage  production,  in  appraising  possibilities  and 
eventual  results  of  clearing  or  other  vegetation  manipulation  practices, 
and  indications  of  the  potential  for  intensive  management  of  ranch  soils 
by  fertilization  or  other  practices. 

We  were  told  at  our  Los  Angeles  hearings  that  perhaps  one  of  their 
greatest  assets  lies  in  their  uses  for  preplanning  fire-control  measures. 
Fuel-type  maps  can  be  prepared  directly  from  the  vegetation  maps  with 
appropriate  interpretation,  from  which  fuel  quantity  and  structure, 
hazard  potential,  rates  of  fire  spread,  and  other  factors  can  be  esti- 
mated. Fire  control  lines,  determination  of  type  and  quantity  of  equip- 
ment required,  accurate  knowledge  of  soils  and  slopes,  and  traffic- 
abilitj^  of  a  given  area  for  different  kinds  of  equipment  are  supplied  by 
these  maps. 

In  the  important  area  of  our  State 's  water  problem : ' '  Soil-Vegetation 
maps,"  the  State  Forester,  Mr.  F.  H.  Raymond,  testified,  "provide 
basic  information  for  appraising  watershed  behavior  in  relation  to  water 
flow,  erosion,  and  sedimentation.  Information  on  infiltration,  permea- 
bility, anJ  water-holding  capacity  is  extremely  useful  in  forecasting 
eft'ects  of  L.?t-  of  watershed  lands  for  other  purposes,  such  as  recreation 
or  grazing,  or  of  possible  damage  resulting  from  wildfires.  Finally,  soil- 
vegetation  o;ita  are  of  value  in  estimating  erosion  hazards  of  burned 
areas,  and  ia  planning  vegetation  projects." 

On  our  field  trip  pertaining  to  this  subject  over  the  Barnwell  Ranch, 
Mr.  Duahne  Cooper  of  the  Humboldt  County  Farm  Adviser's  Office 
presented  on-the-site  examples  of  how  clear-cutting  timber  makes  two 
types  of  forest  soils  in  that  area  very  vulnerable  to  brush  invasion ;  con- 
crete reasons  for  timber  growing  on  one  series  of  soil  types,  while  not 
on  others;  the  varying  watershed  and  erosion  hazards  on  the  different 
soil  series ;  and  how  a  determination  can  be  reached  regarding  the  pro- 
duction capacity  of  the  different  soil  series — both  grass  and  timber — 
regardless  of  the  present  vegetation. 

Mr.  W.  D.  Pine,  Farm  Advisor  of  Humboldt  County,  told  of  the 
results  of  the  Soil-Vegetation  Program  in  his  county.  He  stated  that  it 
had  proved  to  the  landowners  that  "all  lauds  should  not  be  considered 
as  grass  lands,  and  growing  timber  will  be  a  part  of  farming  opera- 
tions." Also,  as  the  result  of  information  gained  from  the  program, 
"large  sums  have  been  paid  for  the  release  of  hastily  drawn  contracts, 
so  they  (the  landowners)  could  harvest  timber  from  lands  in  an  or- 
derly manner. ' '  In  addition,  Mr.  Pine 's  testimony  pointed  out  that  the 
Soil- Vegetation  Program  had  given  the  rancher  a  new  look  at  his  lands, 
and  trees  are  now  being  planted  on  lands  which  before  would  have 
only  been  considered  as  grasslands. 

Mr.  Pine  concluded  by  recommending  to  the  Legislature  that  the 
Soil- Vegetation  Survey  be  accelerated  under  the  present  program,  "so 
that  results  and  maps  are  available  to  all  interested  landowners  in 
California  at  the  earliest  possible  date.  Further,  that  your  committees 
make  it  unnecessary  to  spend  time  and  money  in  defending  the  appro- 
priation (for  the  program)  at  each  session  of  the  Legislature." 
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The  last  sentence  of  Mr.  Pine's  statement  is  in  reference  to  the  fact 
that  at  the  1958  and  1959  Sessions  of  the  Legislature,  the  Legislative 
Analyst  recommended  that  the  appropriation  ($111,045  for  1959-60 
Fiscal  Year)  for  the  State's  participation  in  the  program  be  deleted  in 
its  entirety  from  the  Division  of  Forestry's  budget.  The  basis  of  the 
Legislative  Analyst's  recommendation  read  as  follows: 

We  would  again  take  the  position  that  the  work  being  done  by 
the  Division  of  Forestry  through  a  contract  with  the  California 
Forest  and  Range  Station,  the  U.  S.  Department  of  Agriculture, 
and  the  Agricultural  Experiment  Station  of  the  University  of 
California  will  be  done  in  the  normal  course  of  activities  of  the 
U.  S.  Soil  Conservation  Service.  The  soil  surveys  of  the  U.  S.  Soil 
Conservation  Service  are  definitive;  they  include  wildland  as  well 
as  lowland  areas  and  they  pinpoint  existing  vegetative  cover. 

We  therefore  recommend  that  this  item  be  deleted  in  its  entirety 
and  that  the  Division  of  Forestry  maintain  communication  with 
the  U.  S.  Soil  Conservation  Service  to  secure  the  type  of  informa- 
tion the  division  desires  for  its  purposes. 

That  this  is  not  the  case  can  be  documented  by  the  following  state- 
ment made  before  a  subcommittee  of  the  Senate  Finance  Committee  in 
March,  1959,  by  Mr.  John  S.  Barnes,  State  Conservationist  for  Cali- 
fornia, of  the  Soil  Conservation  Service  of  the  U.  S.  Department  of 
Agriculture : 

I  would  like  to  point  out  the  importance  of  continuing  the  co- 
operative Soil- Vegetation  Survey  carried  out  by  the  State  Division 
of  Forestry. 

These  surveys  are  co-ordinated  with  the  soil  survey  work  carried 
on  by  the  U.  S.  Soil  Conservation  Service  and  other  agencies  in 
California.  They  cover,  primarily,  wildlands  which  are  adjacent 
to,  but  in  some  cases  intermingled  with,  crop  and  grazing  lands 
on  which  the  Soil  Conservation  Service  is  concentrating  its  efforts. 

The  objective  of  the  U.  S.  Department  of  Agriculture  is  to 
survey  and  publish  soil  maps  and  reports  in  co-operation  with  the 
various  agencies  needing  soil  survey  information.  Survey  work 
plans  are  prepared  for  counties  or  large  portions  of  counties. 
These  plans  show  which  areas  will  be  surveyed  by  each  agency,  a 
time  schedule  for  completing  fieldwork  and  a  publication  date. 
The  Soil  Conservation  Service  budget  carries  an  item  each  year  for 
meeting  the  costs  of  survey  publications  scheduled  for  that  year. 
These  survey  work  plans  and  the  mapping  scheduled  under  them 
are  being  carried  forward  co-operatively  by  the  Soil  Conservation 
Service,  the  University  of  California,  the  Bureau  of  Indian  Af- 
fairs, the  Navy,  and  the  Forest  Service,  including  the  Co-operative 
Soil-Vegetation  Survey  with  the  Division  of  Forestry  and  the  uni- 
versity. Frequently,  counties  also  participate  to  speed  up  the 
progress  of  these  surveys.  An  important  part  of  this  total  co- 
operative, integrated  survey  is  being  carried  on  by  the  Division  of 
Forestry  through  the  Soil-Vegetation  Survey.  Without  the  divi- 
sion's participation,  the  completion  dates  given  in  a  number  of 
work  plans  will  have  to  be  rescheduled. 
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The  first  responsibility  of  the  Soil  Conservation  Service  in  this 
activity  is  to  soil  conservation  districts  with  which  we  have  co- 
operative agreements.  The  district  directors  establish  priorities  for 
our  assistance  and  generally  have  requested  us  to  give  first 
priority  to  crop  and  higher  valued  grazing  lands.  The  lauds  being 
mapped  by  the  Division  of  Forestry  usually  are  not  high  priority 
from  the  district's  standpoint.  The  service  will  not  be  able  to  do 
much  mapping  in  these  wildland  areas  within  the  next  few  years, 
because  of  the  pressure  of  getting  the  higher  priority  lands 
mapped.  Without  the  division's  participation,  publication  dates, 
for  those  counties  in  which  it  has  survey's  scheduled,  w^ill  be  desig- 
nated as  "indefinite."  This  usually  means  more  than  10  years  in 
the  future. 

I  sincerely  hope  it  will  be  possible  for  the  State  to  continue  to 
participate  in  this  co-operative  statewide  survey. 

At  each  of  our  hearings,  regardless  of  what  problem  we  were  study- 
ing, the  Soil-Vegetation  Survey  was  consistently  spoken  of  as  a  major 
move  forward  in  taking  the  guesswork  out  of  many  of  our  wildland  use 
and  management  problems.  We  learned  of  the  information  gained  from 
the  approximately  5,505,000  acres  mapped  up  to  June  30,  1958.  We 
were  given  an  estimate  that  approximately  20  million  acres  of  pri- 
vately owned  wildlands  in  California  remain  to  be  covered  by  the 
survey.  And  we  were  informed  that,  under  present  conditions  and 
appropriation,  an  optimum  of  about  three-quarters  of  a  million  acres 
could  be  mapped  during  each  field  season.  (This  latter  figure  might  be 
increased  by  110,000  acres  per  field  season  under  revised  and  stream- 
lined methods  of  mapping  which  are  currently  being  tested  by  the 
Division  of  Forestr3^ 

It  seems  to  the  committees  that  the  recommendation  of  Mr.  Pine,  and 
others,  that  this  work  be  accelerated,  if  we  are  to  make  this  highly 
desirable  information  available  in  time  to  be  of  maximum  value  in  the 
realization  of  the  full  potential  of  our  natural  resources,  is  a  valid  one. 
And,  furthermore,  we  believe  that  the  Soil- Vegetation  Survey  has  well 
earned  its  place  as  an  essential  tool  for  the  planning  of  tomorrow ;  and 
that  Mr.  Pine's  request  that  it  no  longer  have  to  be  defended  every  two 
years  is  a  reasonable  one. 

For  more  complete  details  than  we  have  space  for  in  this  report  con- 
cerning the  history  and  workings  of  the  program  we  recommend  the 
Department  of  Natural  Resources,  Division  of  Forestry' 's  booklet 
Soil-Vegetation  Surveys  in  California,  published  in  November,  1958. 


ECONOMIC  REDEVELOPMENT  OF  CUTOVER  AND 
BURNED-OVER  TIMBER  AREAS 

Although  the  committees  were  fully  aware  at  the  time  that  one  day 
of  hearing  and  a  one-day  field  trip  were  not  going  to  place  us  in  the 
position  to  solve  the  problem  of  reforestation  of  idle  forest  lands,  we 
do  believe  that  the  time  we  did  have  to  devote  to  this  subject  more  than 
paid  for  itself.  We  believe  that  we  achieved  an  excellent  start  for  a 
more  comprehensive  study  and  contemporary  understanding  of  this 
vast  and  complex  problem. 

Prior  to  the  joint  hearing,  which  was  held  in  Susanville,  we  were 
cognizant  of  the  fact  that  there  are  4,000,000  acres  of  nonproducing,  or 
partially  nonproducing,  forest  land  in  California.  This  is  directly 
attributable  to  bad  logging  practices  and  fires,  or  a  combination  of  both. 
Experts  had  informed  us  that  the  bulk  of  these  idle  lands  has  been  in 
this  condition  for  upwards  of  30  years. 

These  lands,  once  rich  in  timber,  still  for  the  most  part  have  good 
timber  growing  soil.  But  now  they  contribute  nothing  to  our  economy, 
producing  no  jobs,  no  timber,  and  inadequate  watershed  protection. 
All  they  offer  is  more  critical  fire  hazards,  poor  hunting,  and  ugly  scars 
to  serve  as  tangible  reminders  of  the  inevitable  consequences  of  bad 
logging  practices  and  carelessness  with  fire. 

The  primary  purpose  of  our  Susanville  hearings  was  to  have  the 
representatives  of  the  lumber  industry  give  us  the  benefit  of  their 
experience  and  thinking  as  to  the  best  way  to  go  about  economically 
redeveloping  these  cutover  and  burned-over  timberlands.  The  response 
of  these  gentlemen  to  our  invitation  was  most  gratifying;  and  their 
testimony — while  it  was,  for  the  most  part,  not  enthusiastic — was  reveal- 
ing and  most  helpful  to  the  committees  in  the  start  of  an  understanding 
of  the  many  problems  in  the  reforestation  of  our  idle  lands. 

The  dominant  theme  running  throughout  their  statements  was  the 
question  of  the  "economic  feasibility"  of  investing  money — public  or 
private — in  an  attempt  to  bring  these  lands  back  into  productivity. 
They  generally  agreed,  in  support  of  their  opinions,  that:  (1)  the 
hazard  of  fire  is  still  the  number-one  enemy  of  private  forestry;  (2) 
to  retain  cutover  lands  in  private  ownership  to  grow  a  new  crop  of 
timber,  a  favorable  tax  climate  must  be  obtained;  and  (3)  future  crops 
need  assurance  of  new  products  for  new  markets,  for,  as  one  executive 
told  us,  "I  do  not  fear  a  timber  shortage,  but  do  figure  a  market  short- 
age in  the  future. ' ' 

It  was  at  the  Susanville  hearing  that  Mr.  Waller  Reed,  who  has  been 
the  Company  Forester  for  the  Collins  Pine  Company  in  the  Collins- 
Almanor  Forest  for  18  years,  told  us:  "If  the  costs  of  growing  a  crop 
are  less  than  the  returns  you  are  able  to  get,  plus  the  cost  of  the  fire 
protection  to  the  rotation  of  that  crop  and  the  other  protection  costs 
that  are  necessary — taxes — you  will  have  good  forestry. ' ' 
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Although  they  are  not  included  to  be  representative  of  Mr.  Reed's 
complete  statement,  the  excerpts  from  his  remarks  are  being  included 
below  because  of  their  pertinence  to  the  subject  vpe  were  hearing: 

"*  *  *  this  money  (for  reforestration)  could  now  be  spent  profitably 
on  thinning  operations — where  there  is  an  overabundance  of  natural 
regeneration  on  a  lot  of  lands — much  better  be  spent  until  we  have  the 
know-how  of  rehabilitating  these  lands  by  research. 

"As  to  a  fixed  forest  policy,  any  forest  policy  has  to  be  flexible.  We 
have  to  react  to  market.  We  have  to  react  to  possible  disastrous  fire  loss. 
We  have  to  react  to  insect  epidemics.  We  lost,  off  of  that  tract  of  tim- 
ber in  1939,  approximately  40  million  feet  of  timber  to  insects.  We 
hope  that  we  have  the  management  know-how  now,  so  that  we  won't 
have  to  experience  that  again.  We've  got  it  opened  up  to  where  we  can 
control  it — we  hope.  But  it's  not  infallible.  It  could  happen.  So  any 
management  policy  for  any  given  tract  of  timber  must  be  flexible. ' ' 

"We  haven't  got  (all)  the  answers  to  forest  management.  And 
they're  not  easy  to  get.  They  are  costly  to  get.  Some  of  the  European 
countries  havt  still  got  problems  to  solve,  after  they  have  been  studying 
for  two  or  three  hundred  j'ears.  So  it's  not  conducive  to  a  fellow  that's 
got  5,000  to  2,000  acres  to  grow  a  crop  of  trees  with  the  risk  involved 
and  the  indefinite  goal. ' ' 

"  *  *  *  and  research  is  the  one  waj^  that  we  're  going  to  prove  whether 
it's  feasible  economically  to  invest  our  dollars,  whether  they  be  out  of 
our  own  pockets,  or  whether  they  be  out  of  our  own  pockets  via  the 
public  expenditure  route.  *  *  *  whether  the  money  is  public  money  or 
private  money,  the  investment  in  rehabilitation,  if  you  will,  of  denuded 
lands  or  cutover  lands — or  whatever  you  want  to  call  them — where 
there's  a  fire  or  insects  or  logging,  it  has  to  be  an  economical  venture." 

In  regard  to  the  last  excerpt  from  Mr.  Waller's  statement,  another 
witness,  the  vice  president  of  a  large  lumber  company,  told  the  commit- 
tees that  enforcement  of  the  present  Forest  Practice  Rules  as  they  now 
exist  and  good  fire  protection  on  all  timber  and  brush  lands  will  be  all 
the  work  needed  from  a  public  agency  for  at  least  10  years.  The  witness 
emphasized  his  opinion  by  telling  us  that  it  is  all  right  for  public  agen- 
cies to  continue  to  experiment  and  gather  basic  data  on  rehabilitating 
idle  lands,  but  they  should  not  use  public  funds  for  large-scale  work 
in  this  field  until  such  work  can  be  "economically  justified."  He  based 
his  opinions  upon  the  fact  that  if  we  give  our  attentions  to  good  forest 
practices  and  protection  on  the  lands  on  which  timber  now  grows,  we 
will  have  enough  old  growth  cut  for  at  least  40  years  on  private  lands 
alone.  He  augmented  his  estimate  with  the  allowable  cut  of  timber  on 
U.  S.  Forest  timber,  that  is  now  harvested  on  a  sustained  yield  basis. 

Later,  at  our  Sacramento  hearings  on  the  Wildlands  Research  Pro- 
gram, the  committees  asked  Mr.  Wendell  Robie,  who  was  then  chairman 
of  the  California  State  Board  of  Forestry,  if  such  thinking  was  repre- 
sentative of  the  members  of  industry.  Mr.  Robie  replied :  "  I  would  say 
this  fellow  is  completely  in  the  minority,  that  he  does  not  represent  the 
feelings  of  the  industry  in  any  degree  whatsoever,  except  as  to  his  own 
opinion  alone." 


CUTOVER  TIMBER  AREAS  AND  BRUSHLANDS  47 

The  viewpoint  of  the  U.  S.  Forest  Service  on  the  redevelopment  of 
deforested  timberlands  was  presented  by  Mr.  V.  A.  Parker,  Forest 
Supervisor  of  the  Lassen  National  Forest.  By  arrangement  with  Mr. 
William  Peterson,  Supervisor  of  Plumas  National  Forest,  and  Mr. 
Joseph  Thornton,  Supervisor  of  Modoc  National  Forest,  Mr.  Parker's 
statements  were  directed  to  the  4,000,000  acres  of  National  Forest  land 
represented  in  these  three  National  Forests. 

Defining-  commercial  forest  land  as  that  land  capable  of  producing 
timber  of  size  and  quality  suitable  for  manufacture  into  products  by 
presently  known  commercial  processes,  Mr.  Parker  estimated  that  2,000,- 
000  acres  of  the  4,000,000  acres  in  the  three  National  Forests  could  be 
classified  as  commercial  forest  land.  Of  these  2,000,000  acres,  850,000 
acres  are  classified  as  cutover,  920,000  acres  are  classified  as  virgin,  and 
230,000  are  classified  a^  deforested.  At  present  the  2,000,000  acres  are 
producing  approximately  300,000,000  board  feet  of  sawtimber  per 
year;  and,  accordingly,  the  U.  S.  Forest  Service  has  based  its  annual 
allowable  sawtimber  cut  at  that  figure. 

The  witness  stated  that  if  the  deforested  lands  of  the  area  were 
adequately  producing  timber,  an  annual  increase  of  57,000,000  board 
feet  could  be  harvested,  thus  increasing  the  annual  allowable  cut  by 
19  percent.  To  satisfactorily  reforest  the  230,000  acres  concerned  within 
the  next  20  years  would  require  an  annual  program  involving  the 
regeneration  of  11,000  acres  per  year.  Based  upon  present  cost  expe- 
rience, Mr.  Parker  estimated  that  a  project  of  this  size  for  the  three 
National  Forests  involved  would  cost  approximately  three-fourths  of  a 
million  dollars  annually. 

"On  may  think  an  investment  of  this  type  is  staggering  and  unre- 
alistic," Mr.  Parker  said.  "On  the  other  hand,  in  areas  where  our 
economy  depends  so  heavily  on  the  timber  industry,  can  we  afford  not 
to  make  such  an  investment  on  such  an  important  program?  It  is  well 
known  that  it  is  best  for  the  long-time  economy  to  put  each  acre  of 
land  into  its  maximum  productivity.  The  bulk  of  these  230,000  acres 
of  deforested  land  is  now  in  brushfields.  These  solid  brushfields  may 
be  classed  as  idle  lands.  These  idle  acres  should  be  restored  to  full 
timber  production  at  the  earliest  practical  time.  Although  it  may  take 
over  one  hundred  years  for  these  seedlings  to  become  sawtimber  size, 
the  growth  may  be  counted  immediately  for  timber  cutting  purposes 
and  hence  it  would  have  an  immediate  effect  on  the  economy  of  this 
area  by  the  increase  in  the  annual  sawtimber  cut." 

The  witness  also  reported  to  the  committees  that  30  percent  to  40 
percent  of  the  total  production  of  the  area  was  in  the  form  of  tops, 
limbs,  stumps,  sawdust  slabs,  and  edgings,  which  are  not  now  being 
utilized.  However,  the  U.  S.  Forest  Service  is  testing  new  research 
findings  in  other  national  forests  in  other  parts  of  the  United  States 
and  gradually  ways  are  being  found  to  utilize  this  material  which  is 
presently  going  to  waste. 

Integrated  forest  product  plants,  further  manufacturing  of  existing 
raw  wood  material,  and  a  program  of  fully  restocking  the  deforested 
timber  would,  in  his  opinion,  not  only  benefit  and  stabilize  the  economy 
of  the  Lassen,  Modoc,  and  Plumas  area,  but  would  also  increase  the 
growth  rate  of  the  forests.  "To  effect  such  a  program,"  Mr.  Parker 
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concluded,  "involves  full  co-operation  by  all  timber  landowners  and 
the  industry  involved.  "We  of  the  Forest  Service  stand  ready  to  fully 
co-operate  and  participate  in  such  a  program." 

On  our  field  trip  of  the  Lassen  and  Plumas  Counties  region,  which 
was  made  the  day  before  the  hearings,  Mr.  Parker  conducted  us  on 
an  inspection  of  the  U.  S.  Forest  Service  regeneration  work  sites  on 
poorly  stocked  timber  lands  on  the  west  side  of  Lake  Almanor.  Using 
a  strip  method  of  bulldozing  the  brush,  then  burning,  they  have  manu- 
ally planted  100  acres  a  year  since  the  inception  of  the  project  in  1951. 
The  total  cost  per  acre  is  admittedly  high — approximately  $75 — but 
the  survival  has  been  equally  high,  ranging  from  80  percent  to  90 
percent.  The  committees  welcomed  the  opportunity  to  see  this  tangible 
evidence  of  the  U.  S.  Forest  Service's  attitude  toward  the  problem, 
and  appreciated  the  progressive  approach  toward  the  problem  in 
Mr.  Parker's  statements. 

Further  testimony  regarding  the  U.  S.  Forest  Service's  policy  on 
the  subject  of  reforestation  and  research  was  presented  to  the  com- 
mittees at  our  Sacramento  hearings  on  December  1  and  2,  1958,  by 
Mr.  B.  H.  Payne,  Assistant  Regional  Forester,  Division  of  Timber 
Management.  A  summary  of  his  statement  is  included  in  the  section 
covering  those  hearings. 


WILDLANDS  RESEARCH 

As  stated  earlier  in  this  report,  our  joint  hearings  in  Sacramento 
(December  1  and  2,  1958)  were  called  to  learn  the  present  status  and 
future  of  wildland  research.  The  timing  of  these  hearings  was  fortunate 
since,  just  a  few  weeks  before  the  California  Wildland  Research  Plan- 
ning Committee  had  published  its  final  report,  providing  us  with  the 
opportunity  to  hear  what  could  be  considered  the  latest  information 
on  the  subject  of  the  hearings.  The  report — WikUaud  Research  Plan 
for  California,  the  Key  to  Better  Resource  Management — was  devel- 
oped by  a  small  group  of  men  acting  under  the  leadership  of  the 
California  State  Board  of  Forestry  and  in  consultation  with  a  cross 
section  of  leaders  in  all  phases  of  wildland  management. 

In  opening  the  Sacramento  joint  hearings,  Senator  x\rnold  read 
into  the  record  the  following  letter  dated  November  19,  1958,  from 
Mr.  W.  S.  Eosecrans,  who  was  Chairman  of  the  Wildland  Research 
Planning  Committee : 

Dear  Senator  Arnold:  Again  may  I  express  to  you  my  dis- 
appointment in  not  being  able  to  be  present  at  the  hearings  on 
December  1st  and  2d.  Our  committee  is,  however,  well  represented 
by  three  of  its  members,  Messrs.  Robie,  Vaux,  and  Arnold. 

The  plan  as  you  probably  know  is  the  result  of  the  deliberations 
of  our  special  planning  committee  during  a  2^-year  period.  So  far 
as  I  know,  this  plan  is  an  innovation  in  the  United  States  and  is 
unique  in  that  it  not  alone  inventories  all  the  research  needs  but 
it  determines  where  the  emphasis  should  be  placed  at  this  time  and 
suggests  how  the  financial  responsibilities  should  be  divided  be- 
tween the  State  and  Federal  Government.  No  other  state  has  here- 
tofore planned  such  a  co-ordinated  program.  I  think  it  is  a  real 
contribution  and  if  followed  out  can  be  of  great  benefit  to  our 
State. 

During  my  14  years'  experience  as  chairman  of  the  California 
Board  of  Forestry,  in  my  previous  efforts  as  president  of  the  Con- 
servation Association  of  Southern  California,  and  president  of  The 
American  Forestry  Association,  I  have  seen  much  evidence  to  in- 
dicate the  importance  of  research.  As  announced  on  the  cover  of 
our  brochure,  it  is  indeed  "The  Key  to  Better  Resource  Manage- 
ment." Based  on  my  years  of  experience  I  believe  that  research  in 
the  management  of  our  wildlands  has  not  set  pace  with  research 
in  many  other  areas  of  our  national  life.  I  suggest  it  might  be 
useful  to  your  committee  to  discuss  this  phase  with  Dr.  Vaux  and 
Dr.  Arnold.  I  would  also  like  to  point  out  to  you  that  the  work  of 
the  committee  is  now  finished  and  that  the  responsibility  for  im- 
plementing the  report  falls  primarih^  upon  the  several  groups  of 
people  most  interested  in  better  management  of  California 's  wild- 
lands.  The  support  of  committees  such  as  yours  and  similar  com- 
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mittees  in  our  National  Government  can  greatly  advance  this 
cause. 

In  my  final  analysis  it  becomes  the  question  of  getting  addi- 
tional state  and  federal  funds  and  taking  such  other  steps  as  may 
be  necessary  to  advance  the  program.  Most  sincerely  I  recommend 
our  Wildland  Research  Plan  for  California  to  you. 

It  is  not  necessary  for  me  in  this  letter  to  discuss  the  plan  itself 
because  Mr.  Robie,  Dr.  Vaux,  and  Dr.  Arnold  are  thoroughly  fa- 
miliar with  it  and  are  in  a  position  to  discuss  it  with  you  to  what- 
ever extent  you  think  desirable. 

Sincerely  yours, 

"W.  D.  ROSECRANS 

In  his  presentation  before  the  committees,  Mr.  "Wendell  Robie,  who 
was  chairman  of  the  State  Board  of  Forestry  at  the  time,  cited  the 
pressure  of  the  growing  population  and  the  accompanying  responsi- 
bility of  finding  employment  for  such  predicted  populations  as 
30,000,000  people  in  1978,  60,000,000  in  1998.  It  was  his  opinion  that 
we  cannot  begin  too  soon  to  seek  answers  to  the  myriad  problems  which 
this  explosive  growth  will  bring  to  our  wildlands ;  and  ' '  the  recom- 
mendations which  you  will  consider  in  the  Wildlands  Research  Plan 
for  California  are  of  great  consequence  to  you  for  continuing  modern 
standards  of  living  that  will  support  a  strong  people  in  California 
during  the  short  period  of  the  next  20  years. ' ' 

"This  research  plan,"  Mr.  Robie  stated,  ''represents  a  cost  much  less 
than  one  dollar  per  person  of  the  added  population  we  will  receive  in 
that  time.  It  can  help  create  assurance  for  them  that  growing  California 
forests  will  make  an  abundance  of  wood  and  employment  available  for 
their  great  needs,  with  protection  at  the  sources  of  clear-flowing  streams 
above  improved  and  productive  grassland  ranges  over  the  lower  hills." 

THE  CALIFORNIA  WILDLAND  RESEARCH  PLAN 

The  members  of  the  California  Wildland  Research  Plan  Committee 
were  Mr.  W.  S.  Rosecrans,  then  Chairman  of  the  California  State  Board 
of  Forestry;  Mr.  Wendell  Robie,  his  successor;  Mr.  DeWitt  Nelson, 
Director  of  the  Department  of  Natural  Resources;  Mr.  Francis  Ray- 
mond, State  Forester;  Mr.  Charles  Connaughton,  Regional  Forester 
for  the  U.  S.  Forest  Service ;  Dr.  George  Jenison,  then  Director  of  the 
California  Forest  and  Range  Experiment  Station;  Dr.  Keith  Arnold, 
his  successor;  Dr.  Fred  Dickinson,  Director  of  the  California  Forest 
Products  Laboratory  at  the  University  of  California;  and  Dr.  Henry 
J.  Vaux,  Dean  of  the  School  of  Forestry  at  the  University  of  California, 

It  was  reported  to  us  that  early  in  1956  the  committee  began  its 
study  of  the  problem,  working  toward  a  sound  and  comprehensive 
wildlands  research  plan.  After  their  first  step,  which  was  a  careful 
survey  of  the  current  state  of  knowledge  and  research  progress  in  the 
State,  a  preliminary  report  was  compiled  for  each  of  the  major  fields 
of  research,  showing  where  there  were  deficiencies  of  knowledge.  What 
had   been   accomplished   in   wildland   research  and   appraisal   of  the 
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present  status  of  each  field  of  research  were  presented  in  a  report  in 
February,  1958.  Through  the  State  Board  of  Forestry,  this  report  was 
presented  to  representatives  of  those  public  and  private  agencies  which 
have  a  vital  stake  in  the  proper  management  of  our  wildland  resources 
throughout  the  State.  After  these  agencies,  as  well  as  special  groups 
concerned  with  the  problems,  had  the  opportunity  to  study  and  evalu- 
ate the  report,  the  committee  compiled  an  inventory  of  the  research 
effort  needed  to  provide  a  wider  and  stronger  base  of  management  of 
our  wildlands. 

This  compilation  was  then  reviewed  by  a  wide  scope  of  research 
workers,  wildland  owners,  administrators,  and  others  directly  con- 
cerned and  affected  by  the  problem.  From  this  study  evolved  the 
assessment  of  the  relative  importance  of  the  many  research  needs.  It 
was  from  results  of  this  that  the  determination  of  priorities  was  made, 
which  was  used  in  the  first  report  of  the  proposed  plan  to  design  a 
program  to  meet  those  needs  judged  to  be  of  highest  priority. 

' '  Setting  priorities  for  research, ' '  Dr.  Vaux  explained,  ' '  was  a  crit- 
ical step  in  developing  the  plan.  Wildland  management  practice  must 
be  based  on  a  wide  diversity  of  major  scientific  disciplines.  Without  a 
balanced  research  effort  in  each  discipline,  lack  of  knowledge  in  a  single 
area  may  greatly  impair  the  practical  usefulness  of  research  results 
in  a  number  of  other  areas.  Therefore,  priorities  were  assigned  only 
after  careful  study  of  both  the  potential  which  research  offers  for  in- 
creasing the  flow  of  goods  and  services  from  California's  wildland,  and 
the  current  state  of  knowledge  in  each  research  discipline.  In  certain 
research  areas  the  gap  between  existing  knowledge  and  the  require- 
ments of  current  and  prospective  land  management  practice  is  much 
greater  than  in  others.  In  some,  the  prospects  for  increased  benefits 
from  research  are  greater  or  more  immediate  than  in  others.  The  plan 
gives  immediate  high  priority  to  the  research  which  is  most  urgently 
needed  to  reverse  the  trend  for  management  practices  to  outgrow  the 
knowledge  on  which  they  are  based.  Thus,  this  plan  is  geared  to  meet 
the  needs  for  better  information  as  the  foundation  for  more  fruitful 
and  productive  use  and  management  of  the  State's  vast  wildland  re- 
sources. ' ' 

In  a  summary  of  the  California  Wildland  Kesearch  Plan,  the  com- 
mittees were  told  that  it  was  a  program  of  needed  research,  which 
amounts  to  4,826  man-months  of  work  per  year  by  qualified  profes- 
sional research  workers.  Current  research  is  supplying  only  1,713 
man-months  of  effort. 

Dr.  Henry  Vaux  and  Dr.  Keith  Arnold,  who  presented  the  report, 
recommended  as  a  good  synopsis  of  the  plan — "a  bird's-eye  picture  of 
where  we  now  stand  in  research  and  where  the  California  Research 
Plan  proposes  that  we  head" — the  tables  from  the  report  on  page  52. 
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TABLE    1.      SUMMARY   OF   EXISTING   WILDLAND   RESEARCH,   RESEARCH   NEEDS, 
AND   PROPOSED    PROGRAM    FOR   MEETSNG   MOST   CRITICAL   NEEDS 

(Entries  show  estimated  research  effort  by  professional  workers 
in  man-months  per  year) 

Recommended  immediate  program 
Recognized  High 

research  prionty 

program       Existing     additional  Deferred 

Area   of   need                                   needs          research        needs  Total  needs 

(1)                (2)                (3)  (4)  (5) 

Fire    828              230              300  530  298 

Insects 460              187               120  307  153 

Disease    273                 99                 90  189  84 

Soils    627              173               156  329  298 

Timber  growing  and  harvesting-  679               182               240  422  257 

Forest  products 325                 86               100  186  139 

Range    623               345               102  447  176 

Watershed 528              174               180  354  174 

Recreation    139               103                 36  139  0 

Economics 344               134               120  254  90 

Total 4,826  1,713  1,444  3,157  1,669 

In  regard  to  financing,  the  Wildland  Research  Committee  Report 
recommends  an  additional  annual  operating  budget  estimated  at  $2,- 
050,000 ;  and  they  also  estimated  that  a  total  capital  outlay  of  $3,365,- 
000  will  be  required.  These  figures  are  an  aggregate  amount  for  all 
agencies  that  have  research  responsibilities  in  the  wildland  area, 
whether  they  are  State  or  Federal  agencies.  The  present  annual  budget 
for  wildland  research  for  all  such  agencies  is  estimated  at  about  $1,800,- 
000.  The  current  research  by  public  agencies  is  financed  54  percent  by 
Federal  funds  and  44  percent  by  state  funds. 

The  other  table,  which  is  printed  below,  from  the  report  presents 
the  breakdown  of  the  estimated  additional  financing  for  the  proposed 
plan. 

TABLE   3.      ESTIMATED   ADDITIONAL   FINANCING    REQUIRED   FOR   PROPOSED   CALI- 
FORNIA  WILDLAND    RESEARCH   PROGRAM   FROM   STATE   AND    FEDERAL   SOURCES 

Annual  operating  budget  Capital  outlay 

Research    area  Federal  State  Federal  State 

Fire    $300,000  $200,000  $1,100,000  $60,000 

Insects 50,000  100.000  20,000               90,000 

Disease    56,000  56,000  20,000               50.000 

Soils 45,000  150,000  10,000               75,000 

Timber  growing  and  harvesting  200,000  160,000  40,000  620,000 

Forest  products 25,000  115,000  ___               60,000 

Range    &4,000  64,000  ^                    80,000 

Watershed    150,000  120,000  900,000  185,000 

Recreation    15,000  30,000  ___               15,000 

Economics    50,000  100,000  ___               40,000 

Total    $955,000  $1,095,000         $2,090,000         $1,275,000 

Total,   all   sources $2,050,000  $3,365,000 
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In  answer  to  a  question  by  the  committee  as  to  what  they  would  do 
if  the  full  amount  for  which  they  ask  was  not  available,  Dr.  Vaux 
answered  that  there  would  be  a  scaling  down,  not  necessarily  in  pro- 
portion, but  based  on  evidence  that  the  committee  has  already  gathered 
concerning  the  relative  information  of  particular  research  projects 
within  the  several  areas. 

Reactions  to  the  report  by  Dr.  Vaux  and  Dr.  Arnold  were  stated  by 
subsequent  witnesses  before  the  committees.  Excerpts  from  these  obser- 
vations are  presented  below. 

Professor  Emanuel  Fritz,  Vice  President  of  the  Foundation  for 
American  Research  Management. 

"I  want  to  compliment  Dean  Vaux  on  giving  you  a  really  won- 
derful report  and  I  am  wholeheartedly  in  sympathy  with  research. 
I  do  feel,  however,  that  whenever  we  go  into  research,  we  must 
always  have  a  clearcut  objective  and  that  all  projects  must  be 
lined  up  to  focus  on  that  objective  and  that  the  projects  should 
have  some  order  of  priority  because,  if  you  should  go  into  the  entire 
overall  program  all  at  once,  it  means  acquisition  of  a  lot  of  men 
who  are  perhaps  not  trained  for  research.  It  is  a  whole  lot  better 
to  ease  into  a  program  like  that  and  take  first  things  first.  This  is 
not  in  opposition  to  the  program  that  Dr.  Vaux  mentions,  at  all. 
I  am  sure  he,  himself,  would  want  to  ease  into  it." 

Mr.  William  R.  Schofield,  Secretarj'-Manager,  The  California 
Forest  Protective  Association- 

"I  would  say  that  you  have  a  varied  opinion  as  to  that  (The 
Wildland  Research  Plan  for  California)  within  the  California 
Forest  Protective  Association.  However,  I,  as  a  party  to  the  re- 
search program — it,  in  my  estimation,  gave  some  advice  that  was 
worthwhile,  particularly  in  the  field  of  pest  control  research  and 
in  the  general  field  of  research ;  and  I  think,  properly  handled  and 
properly  administered,  that  there  will  be  no  objection  to  it.  It  is 
just  a  question  as  to  the  involvement  in  the  priority,  and,  as  I  say, 
the  intensity  and  the  extent  to  which  it  goes;  and,  particularly, 
sometimes  the  agency  conducting  the  research  oftentimes  will  find 
differences.  But  I  cannot  see  any  busines  as  large  and  expensive 
as  the  timber  ownership  and  lumber  business  in  the  State  of 
California  that  can  just  arbitrarily  push  aside  any  such  thing  as 
a  program  of  orderly  research.  That  is  fundamental  in  anything 
that  goes  on  in  business  today — research. 

''Now,  as  to  the  fine  points  of  administration  and  how  it  is 
handled,  there  may  be  some  differences  of  opinion.  But  I  am  quite 
sure  that  the  majority  of  the  California  Forest  Protective  Associa- 
tion will  support  a  research  program  to  the  extent  that  we  can 
carry  it  out  now.  With  the  orderly  program  and  with  the  setting 
up  of  priority,  which  I  think  the  committee  has  done  an  excellent 
job  on,  and  they  can  go  along  in  an  orderly  manner.  That  is  the 
only  way  to  carry  it  out,  and  I  think  it  is  a  timely  thing  at  the 
present  time.  How  much  money  would  be  appropriated  is  another 
thing,  but  I  think  it  is  well  thought  up  and  has  been  given  the 
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scrutiny  of  the  industry,  as  well  as  other  people  beside  just  the 
agencies  who  were  on  the  committee  that  developed  it." 

Mr.  Knox  Marshall,  Forest  Engineer  for  the  Western  Pine  As- 
sociation. 

"There  is  general  agreement  (among  his  Association)  that 
forest  research  needs  to  be  expanded  to  insure  continued  progress. 
We  also  feel  that  research  programs  need  frequent  review  to  re- 
evaluate needs  and  set  priorities  fitted  to  such  needs. 

"The  California  Wildland  Research  Planning  Committee  has 
made  a  very  substantial  contribution  with  its  detailed  study  of 
research  progress  and  needs.  This  committee  report  is  noAv  the 
best  available  source  of  data  for  expanding  and  correlating  a  com- 
prehensive research  program  for  the  State,  as  federal  and  state 
funds  become  available. 

"It  seems  doubtful,  in  view  of  both  federal  and  state  financial 
trouble  and  in  view  of  existing  tax  loads,  that  legislators  would 
welcome  a  request  to  finance  a  crash  program  for  immediate  im- 
plementation of  all  the  high  priority  recommendations. 

' '  The  immediate  doubling  of  research  programs  as  recommended 
— 1713  to  3157  man-months  per  year — could  also  present  serious 
problems  in  recruiting,  training  and  staff  development,  expansion 
of  facilities,  and  other  administrative  necessities.  A  crash  program 
would  undoubtedlj'  be  more  costly  than  a  stead}^  expansion  over  a 
longer  period. 

"We  recommend  that  the  plan  as  submitted  by  the  Wildland 
Research  Planning  Committee  be  studied  and  used  in  strengthen- 
ing forest  research  in  a  steady,  effective  manner  over  a  period  of 
years. ' ' 

Mr.  DeWitt  Nelson,  Director  of  the  State  Department  of  Natu- 
ral Resources. 

"I  think  it  is  one  of  the  most  realistic  approaches  to  a  very 
complex  set  or  series  of  problems  that  has  ever  been  put  together. 
I  know  of  no  other  state  or  any  other  area  in  the  country  that  has 
sat  down  and  analyzed  the  needs,  and  developed  a  long-range 
plan  in  the  research  field.  It  has  been  developed  by  the  best  minds 
we  could  lay  our  hands  on  in  that  field.  It  has  been  reviewed  and 
discussed  in  public  meetings  with  industry  and  others  who  are 
familiar  with  the  problems.  And  I  think  it  has  had  about  as 
universal  acceptance  as  any  such  program  could  possibly  have." 

PROPOSAL  OF  A  NATURAL  RESOURCES  COUNCIL 

Dr.  Myron  Krueger,  Professor  Emeritus  of  Forestry,  University  of 
California,  and  co-author  of  California  Lands  (American  Forestry 
Association,  1958)  presented  the  recommendation  for  the  creation  of 
a  Natural  Resources  Council  to  the  committees. 

This  proposal  was  based  upon  the  belief  that,  although  it  is  doubt- 
ful that  the  people  of  California  would  accept  the  creation  of  a  new 
state  department  solely  for  the  purpose  of  natural  resources  planning, 
there  is  a  good  chance  that  such  planning  might  be  acceptable  were 
there  a  high  degree  of  citizen  participation. 
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The  proposed  council  would  be  created  by  the  Legislature,  made 
up  of  noiisalaried  members  appointed  by  the  Governor  and  subject  to 
confirmation  by  the  Senate. 

Dr.  Krueger  suggested  that  the  council  could  consist  of  12  members, 
with  staggered  three-year  terms,  of  whom  three  would  be  chosen  from 
the  general  public  and  one  from  each  of  the  following  groups:  State 
Government,  Federal  Government,  county  governments,  timberland 
owners  and  forest  products  industries,  livestock  industry,  farm  inter- 
ests, water  interests,  recreation  interests  (including  hunting  and  fish- 
ing), and  mineral  interests. 

The  witness  outlined  the  duties  of  the  council  as  follows : 

"1.  To  identify,  stimulate,  and  co-ordinate  studies  of  current  prob- 
lems connected  with  the  ownership  and  management  of  natural 
resources ; 

"2.  To  advise  the  Legislature,  the  Governor,  and  the  various  agen- 
cies and  interests  represented  in  its  membership  with  respect  to 
natural-resource  policies,  administration,  and  management;  and 

"3.  To  facilitate  contacts  and  to  promote  co-operation  among  the 
groups  and  interests  represented  in  its  membership. 

"The  council  would  have  no  administrative  or  policy-making 
functions. ' ' 

Responses  by  those  present  at  the  Sacramento  hearings  to  Dr. 
Krueger 's  proposal  for  a  Natural  Resources  Council  were  as  follows : 

Dr.  Henry  Vaux,  Dean  of  School  of  Forestry,  University  of 
California. 

''Our  experience  at  the  research  level  with  advisory  councils 
has  been  that  these  are  very  important  devices  for  generating 
common  thinking,  getting  the  kind  of  co-ordination  that  was  under 
discussion  here  earlier  today,  and  it  seems  to  me  that  a  statewide 
council  that  would  reflect  the  very  broadest  areas  of  interest  in 
these  wildlands  would  serve  a  function  that  is  not  now  filled  by 
anybody, 

*'I  was  thinking,  just  in  response  to  Dr.  Krueger 's  discussion  of 
this  question  with  you  in  its  relation  to  the  Wildland  Research 
Plan,  such  a  body  might  well  be  the  organization,  if  it  were  once 
set  up,  that  would  maintain  the  Wildland  Research  Plan  on  a 
more  or  less  current  basis. 

"As  we  indicated  this  morning,  we  are  presenting  a  plan  that 
is  current,  but  in  another  five  or  ten  years,  or  even  sooner,  it  is 
obviously  going  to  need  revision.  It  is  going  to  have  to  be  kept  up 
to  date.  Some  continuing  advisory  body  such  as  the  proposed 
council  could,  it  seems  to  me,  fulfill  a  very  important  function  by 
maintaining  the  up-to-dateness  of  this  kind  of  information." 

Dr.  Fred  Dickinson,  Director  of  the  Forest  Products  Laboratory 
at  the  University  of  California,  and  Professor  of  Forestry  at  the 
University's  School  of  Forestry. 

"I  would  agree  that  an  advisory  council  which  would  bring  to- 
gether the  viewpoint  of  a  rather  diverse  group  of  citizens  in  the 
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State  would  be  all  to  the  good  hi  co-ordinating  and  pointing  or 
sharpening  up  our  research  program.  Yes,  I  would  go  along  with 
it.  I  might  add  for  the  information  of  the  committees  that  the  For- 
est Products  Laboratory  of  the  State  does  have  an  Industry  Ad- 
visory Council  composed  of  12  industry  representatives.  This  coun- 
cil is  a  rotating  group  appointed  by  the  President  of  the  University 
and  represents  the  redwood  and  pine  region  and  various  secondary 
and  primary  manufacturing  industries. ' ' 

Dr.  Keith  Arnold,  Director  of  the  California  Forest  and  Range 
Experimental  Station  at  Berkeley. 

"I  think  the  Natural  Resources  Council  would  fill  a  very  im- 
portant position  in  California  in  the  broad  correlation  of  research 
and  the  application  of  research  findings  to  the  management  of 
wildland. ' ' 

Mr.  AYilliam  R.  Schofield,  Secretary -Manager,  California  Forest 
Protective  Association. 

' '  I  think  a  Natural  Resources  Council  would  be  a  splendid  thing 
to  have,  but,  if  it  involves  the  creation  of  another  agency  in  the 
State  of  California  with  multiple  personnel  and  expense,  I  say  it 
is  not  worth  that  because  we  have  agencies  that  can  handle  it. 

"I  think  that  the  Natural  Resources  Council  might  well  be  set 
up  and  co-ordinated  by  the  Department  of  Natural  Resources.  I 
think  that  maybe  one  man,  and  I  say  one — many  might  be  assigned 
to  that  particular  part  of  the  agency.  But  where  it  involves  the 
increased  personnel  and  agencies  to  carry  out  the  thing,  I  do  not 
believe  it  is  worthwhile  because  we  have  enough  of  that  in  our 
various  agencies.  And  I  think  it  would  be  well  to  experiment  with 
a  council  within  the  Natural  Resources  Department,  rather  than  a 
separate  agency  of  that  nature. ' ' 

Mr.  DeWitt  Nelson,  Director  of  the  State  Department  of  Natural 
Resources. 

"I  think  there  is  a  definite  need  for  some  such  body.  As  I 
pointed  out,  the  multiple  number  of  agencies  that  are  presently 
involved  in  the  resource  field,  even  in  the  State,  and  then  super- 
imposed Federal  on  top  of  that  as  well  as  industrial,  it  becomes  a 
very  complex  thing,  and  in  order  to  go  forward  with  unanimity 
and  to  avoid  duplication,  certainly  we  need  to  develop  some  central 
point  where  we  could  bring  these  various  groups  together,  through 
which  we  could  improve  our  lines  of  communication  and  co-ordina- 
tion of  these  many  programs.  No  one  agency  or  no  one  organization 
can  stand  on  its  own  feet  in  this.  It  has  got  to  be  a  combination  of 
all.  I  think  we  might  generate  the  nucleus  in  this  recommendation 
that  came  from  our  joint  boards  and  commissions  for  creating 
such  a  council  within  our  own  department.  However,  to  become 
effective  in  co-ordinating  all  these  various  agencies,  it  becomes  a 
full-time  job  for  somebody,  but  I  don't  think  we  need  to  create  a 
new  entity  of  government  to  accomplish  that. ' ' 
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REFORESTATION  AND  RESEARCH  IN  NATIONAL  FORESTS 

Mr.  B.  H.  Payne,  Assistant  Regional  Forester,  Division  of  Timber 
Management,  California  Region,  U.  S.  Forest  Service,  appeared  before 
the  committees  to  represent  Mr.  Charles  A.  Connaughton,  the  Regional 
Forester,  and  presented  the  situation  with  respect  to  reforestation  and 
research  in  the  National  Forests  of  California. 

The  witness  stated  that,  to  meet  the  urgent  need  of  simplifying,  im- 
proving, and  reducing  the  cost  of  regeneration  techniques,  more  infor- 
mation is  needed  in  three  major  fields:  (1)  the  preparation  of  the 
planting  sites;  (2)  improvements  in  planting  stock  and  in  seed  quality; 
and  (3)  improvements  in  seeding  practices. 

Although  brush  and  other  vegetation  are  now  being  removed  satis- 
factorily from  reforestation  sites  by  bulldozers  for  proper  regeneration, 
the  method  must  still  be  considered  in  the  pioneering  stage,  as  this 
machinery  is  only  operative  on  level  ground  or  moderate  slopes.  Re- 
search is  needed,  not  only  to  seek  better  types  of  machinery,  but  also 
to  reduce  the  cost  of  the  use  of  such  machinery.  Chemical  destruction 
of  brush  is  a  field  which,  according  to  the  witness,  has  hardly  been 
scratched;  and  its  development  would  greatly  broaden  the  capabilities 
to  less  expensively  bring  more  idle  lands  back  into  production. 

In  regard  to  improvement  in  planting  stock,  Mr.  Payne  told  us  of  the 
research  needed  to  condition  nurserj^-produced  seedlings  so  that,  when 
outplanted,  they  would  begin  to  grow  immediately  and  vigorously  dur- 
ing that  first  very  critical  year  on  the  site. 

In  the  field  of  seeding  and  planting  practices,  Mr.  Payne  told  the 
committees :  "  If  we  knew  how  to  direct  seed  successfully,  costs  would 
be  reduced  and  plantations  established  more  rapidly.  The  need  for 
aerial  sowing  of  Douglas  fir  seeds  on  certain  sites  in  northwestern  Cali- 
fornia— particularly  steep,  less  accessible  slopes — is  a  good  example." 

He  went  on  to  explain  that  the  problem  of  protection  of  the  seed 
from  insects,  gophers,  rabbits,  porcupines,  rodents,  and  deer  is  far  from 
solved ;  and  how  much  damage  could  be  eliminated  by  control  pro- 
cedures based  upon  facts.  In  addition  to  this,  we  are  in  need  of  more 
knowledge  on  how  to  plant  trees  on  difficult  sites — tough,  inhospitable 
sites,  where,  nevertheless,  a  forest  cover  is  desirable — if  we  are  to  open 
up  wide  areas  of  regeneration  which  have  been  written  off  as  a  com- 
plete loss  before. 

In  conclusion,  Mr.  Payne  said :  ' '  There  is  one  line  of  study,  related  to 
the  present  topic,  which  would  bear  close  attention,  and  which  I  should 
like  to  mention  before  closing.  Our  forests  are  subject  to  several  major 
uses,  and  forest  research  has  been  pretty  much  compartmentalized  ac- 
cording to  these  uses.  There  has  been  research  in  reforestation  aimed 
at  the  production  of  timber  products,  in  production  of  livestock  in  the 
forests,  in  recreational  use,  in  watershed  management,  and  in  wildlife 
management.  And  these  have  been  correlated  to  a  degree,  one  with 
another.  But,  nowhere,  has  there  been  any  genuine  study  of  the  mul- 
tiple use  of  the  forest,  of  the  idea  itself.  Because  of  this,  the  land 
manager,  public  or  private,  must  at  times  adopt  research  results  on  a 
piecemeal  basis  in  order  to  integrate  them  into  overall  or  multiple  use 
management.  Such  adaptation  or  integration  of  research  results  must, 
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all  too  often,  be  made  on  a  judgment  basis  without  benefit  of  specific 
stud}'  or  research  on  the  combination  of  function  management  aspects. 
"Research  on  multiple  use  management  itself,  as  you  can  see,  is 
rather  a  challenging  but  important  aspect  if  we  are  to  make  maximum 
use  of  our  public  lands. ' ' 

PEST  CONTROL  IN  RELATION  TO  REFORESTATION 

The  pest  control  problem,  understanding  of  which  is  equally  essen- 
tial as  knowledge  of  fire  protection  for  adequate  and  economically 
sound  reforestation,  was  explained  to  the  committees  by  Mr.  "William 
R.  Schofield,  Secretary-Manager  of  the  California  Forest  Protective 
Association. 

Classifying  the  forest  pests  into  four  broad  types — insects,  disease, 
animals,  and  plants — J\Ir.  Schofield  presented  a  graphic  breakdown  of 
the  types  of  pests  and  the  varying  ways  in  which  they  could  either 
destroy,  curtail,  weaken,  or  deform  the  seeds,  seedlings,  and  young 
trees,  and  even  prevent  natural  regeneration. 

The  witness  summed  up  his  conclusions  by  saying:  "If  we  are  to 
have  successful  reforestation  of  the  harvested  timberlands  of  the  State, 
as  well  as  the  reclamation  of  unstocked  and  partially  stocked  timber 
areas  left  by  earh'-  harvests,  the  destruction  by  these  forest  pests  must 
be  held  to  a  minimum,  particularly  during  the  early  growing  years. 
How  to  control  these  pests  to  insure  successful  reforestation  demands 
not  only  good  forest  management,  but  there  is  much  needed  research. 
This  needed  research  is  in  the  field  of  biological,  chemical,  and  mechan- 
ical control  of  the  pests,  which  can  be  developed  following  the  study 
and  determination  of  the  life  cycle  and  habits  of  the  pest,  be  it  insect, 
disease,  animal,  or  plant.  With  a  thorough  knowledge  of  the  pest  to  be 
obtained  through  study,  experimentation,  and  tests,  a  control  maj'  be 
found  to  be  an  insect  or  animal  enemy  of  the  pest,  which  can  be  used 
to  control  or  eliminate  the  pest;  or  chemicals  may  be  found  which  will 
destroy  the  pest  at  some  stage  of  its  life  cycle ;  or  it  maj-  be  concluded 
that  the  only  control  effective  will  be  through  the  use  of  fire  or  the  use 
of  a  mechanical  method.  Until,  however,  we  have  utilized  the  many 
avenues  of  research  in  the  field  of  pest  control,  we  cannot  intelligently 
settle  upon  the  means  of  control,  nor  determine  the  economic  feasibility 
of  such  control.  It  would  appear,  therefore,  that  before  we  launch  upon 
too  elaborate  a  program  of  reforestation,  we  must  know  how  to  bring 
about  through  natural  or  artificial  means  a  successful  economic  restock- 
ing of  a  cutover  area,  with  a  sufficiently  high  survival  and  restocking 
that  will  insure  a  profitable  return  on  the  investment. 

"Just  as  the  protection  from  fire  is  essential  to  adequate  reforesta- 
tion, so  the  control  of  forest  pests  is  vital  to  an  economic  timber  man- 
agement and  reforestation  program.  We  cannot,  as  in  the  past,  wait 
for  pest  damage  to  build  up  to  epidemic  proportions.  We  must  know 
how  to  combat  the  pest  depredation  and  prevent  or  control  the  damage 
before  it  has  reached  uncontrolled  proportions.  It  would  seem,  there- 
fore, that  the  only  answer  to  the  problem  is  a  wise  and  economically 
sound  development  of  pest  control  through  adequate  research." 
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In  the  opinion  of  the  committees,  the  prepared  statements  presented 
at  our  Sacramento  hearings  by  Professor  Emanuel  Fritz,  Vice  President 
of  the  Foundation  for  American  Resource  Management;  Dr.  Henry  J. 
Vaux,  Dean  of  the  School  of  Forestry,  University  of  California;  Dr. 
Fred  Dickinson,  Director  of  the  University  of  California  Forest  Prod- 
ucts Laboratory;  and  Dr.  Keith  Arnold,  Director  of  the  California 
Forest  and  Range  Experiment  Station  at  Berkeley,  were  of  such  import 
that  we  are  printing  them  in  their  entirety  in  the  appendix  of  this 
report,  beginning  on  page  63. 


STATE  FORESTRY  AND  FIRE  LAWS 

In  its  review  of  the  forest,  range  and  fire  operations  and  programs 
of  the  Division  of  Forestry,  the  committees  have  found  that  there 
exists  in  the  statutes  some  confusion  and  uncertainties  between  the 
specific  authorities  and  the  general  laws,  and  that  in  some  areas  there 
exists  duplication  of  authority  with  each  having  differences  sometimes 
sufficient  to  raise  doubts  as  to  proper  procedure.  As  an  example,  such 
problems  arise  in  areas  of  contracts  and  agreements  with  state,  county, 
local  and  federal  agencies  and  with  private  persons. 

The  fact  that  the  Public  Resources  Code  was  not  created  until  the 
late  date  of  1939  certainly  accounts  for  much  of  the  present  duplication 
or  overlapping  of  statutes  affecting  the  operation  of  the  Division  of 
Forestry.  In  the  early  years  the  "criminal"  aspects  of  forest  and  fire 
laws  were  to  be  founcl  in  the  Penal  Code,  and  then,  as  time  progressed, 
some  were  assigned  to  such  codes  as  Health  and  Safety,  the  Political 
and  the  Civil  Codes.  And  many  laws  were  to  be  found  only  in  the  un- 
coded  General  Laws  prior  to  their  collection  into  the  Public  Resources 
Code  at  the  time  of  its  creation.  At  that  time  there  was  not  always  a 
complete  transfer  of  laws  from  other  codes  into  the  Public  Resources 
Code.  Some  laws  were  transferred  in  part  or  largely  duplicated  in 
both  the  old  and  new  codes.  It  must  be  recognized  that  the  problems 
involved  in  such  a  project  are  manifold  and  sometimes  perplexing. 

However  that  may  be,  the  Public  Resources  Code  is  now  20  years  old 
and  much  of  its  source  material  is  decidedly  older.  Perhaps  of  more 
direct  bearing  upon  the  matter  in  question  is  the  fact  that  much  of  the 
code,  as  it  affects  the  Division  of  Forestry,  is  in  the  form  of  later  and 
intermittent  amendments  to  old  laws,  the  remnants  of  which  have  grad- 
ually come  to  lose  their  original  significance. 

A  brief  glance  into  history  will  reveal  the  fact  that  only  through 
long  and  difHcult  stnii^gle  was  the  State  forestry  agenc}^  granted 
authority  to  take  action  to  engage  in  forest  and  wildland  conservation 
work.  Funds  to  accomplish  the  delegated  authority  were  provided 
even  more  slowly.  Because  of  this  the  agent  or  agency  (regarding 
which  term  a  word  of  explanation  will  follow)  was  often  precisely 
limited  to  a  supervisory  or  educational  position,  sometimes  even  to 
the  extent  of  performing  that  type  of  work  with  nonstate  funds.  Con 
sider,  for  example,  the  leading  words  in  Section  4006,  Public  Resources 
Code,  as  first  written  in  Chapter  176  of  1919 : 

"Whenever  any  county  or  municipality  shall  make  any  appro- 
priation for  the  prevention  and  suppression  of  forest  fires  *  *  * 
the  State  Forester  may  *  *  *  enter  into  agreements  *  *  *  . " 

Here  was  a  limiting  factor  as  well  as  a  grant  of  authority  upon 
the  part  of  the  Legislature.  It  is  an  excellent  example  of  an  obsolete 
clause  in  the  current  statutes.  The  practical  effect  as  intended  in  1919 
was  to  forbid  the  State  Forester  to  engage  in  forest  fire  prevention 
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or  suppression  unless  and  until  a  local  source  of  government  had  not 
only  agreed,  but  had,  in  fact,  appropriated  practically  all  of  the  neces- 
sary funds  to  carry  on  the  work.  It  should  be  immediately  obvious 
that  the  law  of  1919,  which  is  still  with  us,  is  not  in  harmony  with 
Section  4000.2  of  1945.  The  latter  quite  clearly  designates  a  primary 
fire  protection  task  for  the  Board  and  the  Division  of  Forestry. 

Keturning  to  the  subject  of  the  responsible  agent  in  forestry  affairs 
it  is  also  to  be  noted  here  again  that  time  has  placed  a  mark  upon  the 
statutes.  Prior  to  1927,  the  Board  of  Forestry  had  been  an  executive 
as  Avell  as  a  policy  making  agency  of  government.  Thereafter,  the 
relative  place  of  that  body,  and  the  State  Forester,  and  the  Director 
of  Natural  Resoui-ccs,  along  with  the  peripheral  authority  of  the 
Director  of  Finance  and  the  State  Personnel  Board  have  often  caused 
a  difference  in  the  Avriting  of  new  laws  and  the  interpretation  of  older 
statutes  which  would  be  difficult  for  the  uninitiated  to  follow  at  all 
times,  to  say  the  least. 

The  committees  have  also  considered  and  studied  the  need  for  trans- 
ferring to  Division  4,  Chapter  1,  of  the  Public  Resources  Code,  fire 
prevention  and  suppression  statutes  presently  a  part  of  the  Health 
and  Safety  Code,  the  Penal  Code,  and  other  codes,  the  enforcement 
of  which  is  primarily  the  responsibilit.y  and  duty  of  the  State  Forester 
and  the  Division  of  Forestry.  The  committees  further  have  considered 
and  studied  the  need  for  eliminating  some  features  of  first  prevention 
and  suppression  statutes  present  in  other  codes  which  are  in  basic 
conflict  with  sections  coiitained  in  Division  4,  Chapter  1,  of  the  Public 
Resources  Code  and  in  basic  conflict  with  the  overall  responsibilities 
of  the  Division  of  Forestry  as  provided  for  by  law.  The  committees 
have  considered  and  studied  the  need  for  revision  of  basic  fire  preven- 
tion and  suppression  statutes  administered  by  the  Division  of  Forestry 
as  contained  in  Division  4.  Chapter  1,  of  tlie  Public  Resources  Code 
where  they  are  found  inadecjuate,  in  order  to  more  fully  meet  the 
needs  of  changing  conditions  and  problems  in  this  area  of  activity. 

The  committees  therefore  find  that  there  exists  a  need  for  compre- 
hensive and  detailed  study  of  the  problems  considered  here  and  recom- 
mend such  a  study  be  undertaken  to  the  end  that  specific  recommenda- 
tions be  made  in  each  of  the  areas  of  studv  above  mentioned. 
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STATEMENT  MADE  BY  KEITH  ARNOLD,  DIRECTOR,  CALIFORNIA  FOREST 
AND  RANGE  EXPERIMENT  STATION,  FOR  PRESENTATION  TO  THE  SEN- 
ATE INTERIM  COMMITTEE  ON  THE  ECONOMIC  REDEVELOPMENT  OF 
CUTOVER  TIMBER  AREAS  AND  BRUSH  LANDS 

Senator  Arnold,  the  California  Forest  and  Range  Experiment  Sta- 
tion is  tlie  research  branch  of  the  United  States  Forest  Service  located 
in  California  to  solve  the  technical  problems  growing  out  of  the  man- 
agement of  wildlands  in  this  State  and  similar  areas  in  adjacent  states. 
We  have  a  staff  of  about  100  scientists  working  full  time  on  wildland 
research  problems  with  a  supporting  staff  of  about  100  other  people, 
statisticians,  field  assistants,  clerical  and  statistical  help.  "We  have  nine 
research  divisions,  the  same  ones  that  you  saw  outlined  in  the  Wildland 
Research  Plan  this  morning. 

Our  research  studies  go  from  basic  investigations  clear  through  to 
applied  field  studies,  to  pilot  plant  operations  in  co-operation  with 
action  agencies. 

You  have  expressed  interest  this  morning  particularly  in  the  cor- 
relation and  co-ordination  of  research  efforts,  so  I  am  going  to  indicate 
some  of  the  things  that  are  done  to  correlate  and  co-ordinate  research. 

In  general  terms  we  have  an  overall  advisory  committee  which  meets 
with  us  twice  a  year,  once  in  the  field  and  once  in  the  office.  We  have 
a  two-  to  three-day  program  review  each  year  carried  on  in  the  field. 
Last  year  that  review  was  at  Redding.  This  j^ear  it  will  be  in  Fresno. 
We  have  a  two-daj^  field  trip  and  review  with  the  University  of  Cali- 
fornia Forestry  School  staff  in  which  our  senior  staff  and  their  staff 
work  together  on  correlating  and  co-ordinating  our  research  efforts. 
In  every  line  of  research  work  there  are  daily,  weekly,  monthly,  and 
sometimes  almost  hourly  work  conferences. 

Just  as  an  example,  our  water  research  group  has  spent  during  the 
past  year  two  days  of  conference  at  Ilopland  Field  Station  with  the 
University  Water  Research  Group,  and  similarly  their  key  people  have 
spent  two  days  at  our  San  Dimas  Experimental  Forest. 

We  have  a  number  of  other  advisory  committees  working  in  specific 
areas  in  the  water,  range,  and  timber  research  areas.  All  of  our  fire 
research  is  co-ordinated  through  the  California-Nevada  Fire  Research 
Council.  The  insect  and  disease  research  work  is  co-ordinated  by  the 
Pest  Action  Control  Committee.  Our  soil  research  is  co-ordinated 
through  the  California  Division  of  Forestry  in  the  Soil- Vegetation 
Survey  Program. 

So,  I  think  you  can  see  that  there  is  a  great  deal  of  correlation  and 
co-ordination  in  the  research  program  in  California. 

Our  station  is  headquartered  at  present  on  the  campus  in  Berkeley 
with  laboratories  and  offices.  In  addition  we  have  seven  experimental 
forests  located  from  close  to  the  Oregon  line  to  Southern  California. 
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We  have  two  experimental  ranges  and  five  field  laboratories  for  insect 
and  disease  work.  We  run  and  operate  the  Institute  of  Forest  Genetics 
at  Placerville  with  many  test  sites  on  private  and  public  land  for  short 
period  trials  operational  tests,  and  pilot  plant  tests  of  various  character. 
All  of  these  are  available  and  are  used  by  all  research  agencies  in  the 
State. 

Co-operation  in  wildland  research  has  a  long  history  in  California. 
The  Forest  Service  and  the  State  Board  of  Forestry  were  co-operating 
in  a  study  of  reforestation  methods  as  early  as  1904.  They  worked 
together  on  many  other  projects  through  the  years,  and  the  beginning 
of  comprehensive  research  by  the  station  stems  from  action  of  the  State 
Legislature. 

In  1923,  as  Deputy  State  Forester,  R.  C.  Clar  has  reported  the  Legis- 
lature urged  Congress  to  establish  a  forest  experiment  station  in  Cali- 
fornia. However,  it  was  not  until  1925  that  Public  Law  542  authorized 
the  establishment  and  maintenance  of  a  forest  experiment  station  in 
California  and  the  surrounding  states. 

I  won't  read  the  actual  act.  But  I  would  like  to  underline  two  im- 
portant elements  of  this  act  which  established  the  California  Forest  and 
Range  Experimental  Station.  The  first,  that  the  California  Forest  and 
Range  Experimental  Station  was  ordered  to  determine  and  demonstrate 
the  best  methods  for  conservative  management  of  forests  and  forest 
lands  and  the  protection  of  timber  and  ether  forest  products  in  Cali- 
fornia. We  have  responsibilities  for  state  and  private  lands  as  well  as 
federal  lands.  Second,  I  would  like  to  underline  that  we  are  authorized 
to  conduct  co-operative  research  with  other  branches  of  the  Federal 
Government,  the  states,  universities,  colleges,  county  and  municipal 
agencies,  business  organizations,  and  individuals. 

In  1927,  over  30  years  ago,  our  official  co-operative  work  stated,  just 
one  year  after  the  station  was  set  up  in  Berkeley,  when  the  State 
Budget  of  California  included  $20,000  for  studies.  Many  times  since 
then  the  station's  nine  research  divisions  have  pooled  their  resources 
with  those  of  a  state  agency  to  make  faster  progress  toward  solving 
problems  of  mutual  concern  to  the  State  and  the  Nation. 

The  Universitj'  of  California  has  been  an  active  partner  with  the 
station  since  its  founding.  The  University  has  provided  quarters  for 
our  Berkeley  staff,  and  the  two  organizations  have  collaborated  in  many 
co-operative  research  and  educational  programs.  Because  the  State's 
educational  needs  have  crowded  the  Berkeley  campus,  we  are  now  pre- 
paring our  own  off-campus  quarters.  Nevertheless,  the  close  collabora- 
tion of  station  research  divisions  and  university  departments  will  con- 
tinue. 

Others  have  had  a  hand  in  the  development  of  our  wildland  research 
program,  privately  endowed  foundations,  universities,  timber  growers 
and  manufacturers,  other  industries,  and  local  government  agencies. 
Mostly,  these  have  been  short-term  projects.  Some  are  still  active.  Some 
are  merely  informal  agreements  by  staff  members  of  two  agencies  to 
pitch  in  materials  or  facilities  for  solution  of  a  difficult  problem.  Others 
are  set  up  as  separate  projects  under  formal  co-operative  agreement. 

Station  staff  members  were  working  informally  on  more  than  a  dozen 
joint  studies  with  the  University  of  California  in  1958.  They  were 
tackling  such  questions  as:  What  governs  the  growth  of  new  roots  on 
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tree  seedlings?  How  can  we  improve  seasoning  of  black  oak  lumber? 
What  insects  destroy  forest  tree  seed?  How  does  microclimate  affect 
spread  of  blister  rust?  What  are  the  best  chemicals  for  brush  control 
work  ? 

This  close  collaboration  extends  to  the  classroom — the  station  helps 
graduate  students  collect  data  for  research  problems,  conduct  lectures 
and  tours  of  field  laboratories,  and  employs  about  25  students  each 
year  in  seasonal  or  part-time  jobs.  And  co-operative  efforts  reach  out 
beyond  the  Berkeley  campus ;  for  example,  a  professor  at  Los  Angeles 
is  helping  us  with  soil  moisture  studies  at  San  Dimas  Experimental 
Forest,  agronomists  at  Davis  conduct  some  of  their  field  studies  at  the 
San  Joaquin  Experimental  Range,  our  fire  research  division  is  using 
laboratory  space  at  the  University's  Engineering  Field  Station  at  Rich- 
mond. 

Many  other  agencies  are  working  with  the  station  under  informal 
letters  of  understanding — too  many,  in  fact,  to  single  out  here.  In  forest 
genetics  research  alone,  more  than  one  hundred  co-operators  are  helping 
test  the  adaptability  of  pine  hybrids  to  varied  growing  conditions. 
There  are  five  city  and  county  agencies,  12  state  agencies,  18  uni- 
versities, 37  private  individuals  and  companies,  and  34  foreign  coun- 
tries co-operating  in  this  endeavor.  Besides  useful  new  knowledge,  all 
these  informal  co-operative  studies  contribute  a  valuable  insight  into 
the  research  needs  of  a  wide  variety  of  commercial  and  academic  insti- 
tutions. 

Formal  co-operative  projects  at  the  station  now  total  37.  Many  in- 
volve two  or  more  co-operators.  We  are  working  with  state  govern- 
mental agencies,  chiefly  the  California  Division  of  Forestry,  on  15  proj- 
ects; with  city  and  county  government  on  6;  with  the  University  of 
California  on  5;  with  other  universities  on  5;  with  private  or  public 
foundations  on  4 ;  with  private  industry  on  7 ;  and  with  other  Federal 
agencies  on  7.  In  some  we  have  granted  funds  to  agencies  specially 
suited  for  a  specific  job ;  in  others  we  are  receiving  financial  support  or 
technical  help  from  co-operating  agencies. 

I  am  not  going  to  review  for  you  all  of  the  co-operative  projects 
which  are  now  under  way.  I  would  like  only  to  speak  about  four  of 
those  in  the  next  few  minutes. 

The  first  one  is  a  co-operative  project  with  the  State  Department  of 
Fish  and  Game  (Game  Browse  Restoration). 

The  problem:  A  majority  of  the  big-game  ranges  that  are  critical 
for  winter  survival  of  deer  in  California  are  badly  run  down.  They  are 
producing  much  below  their  forage  potentials,  and  consequently  they 
cannot  maintain  the  present  high  populations  of  deer,  let  alone  the 
even  higher  populations  foreseeable  for  the  future.  We  need  to  de- 
velop practical  methods  for  improving  these  ranges  by  seeding  browse 
plants.  So  far,  research  has  centered  principally  on  bitterbrush,  a  key 
native  browse  plant.  Field  study  of  its  ecology  has  been  completed  and 
successful  seeding  methods  developed  for  the  critical  northeastern 
region.  Some  attention  has  been  shifted  to  other  promising  native  and 
introduced  species,  to  more  economical  methods  of  site  preparation  and 
seeding,  and  to  additional  areas,  especially  in  southern  regions.  I  won't 
go  on  with  the  results,  but  this  is  one  of  the  examples  of  the  kind  of 
co-operative  studies  that  we  carry  on  with  state  agencies. 
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The  next  one  I  would  like  to  mention  is  the  biology  and  control  of 
the  Lodgepole  Needle  Miner.  "We  are  working  on  this  with  the  Univer- 
sit3^  of  California  and  with  the  National  Park  Service. 

The  Lodgepole  Needle  Miner  is  a  native  pest  of  California's  high 
mountain  forests.  Its  caterpillars  feed  witliin  and  destroy  lodgepole 
pine  foliage.  Some  trees  die  from  defoliation  alone.  Others  die  from 
attacks  of  the  mountain  pine  beetle,  which  breeds  in  the  weakened  trees. 
It  has  destroyed  and  may  now  cover  up  to  50,000  acres  of  the  highest 
scenic  area  of  the  country  in  Tuolumne  Meadows.  We  have  had  scien- 
tists working  on  this  particular  insect  for  about  six  years  now  and  for 
the  first  time  we  have  control  measures  which  appear  to  be  etfective, 
but  they  are  expensive,  costing  as  much  as  $40  an  acre.  The  next  job  is 
to  reduce  the  cost  of  those  control  measures  if  you  are  going  to  save 
those  high-altitude  forests. 

The  National  Park  Service  is  taking  the  research  results  and  apply- 
ing them  on  a  fairlj^  large  scale  at  the  present  time  in  Tuolumne 
Meadows. 

One  of  the  most  productive  co-operative  research  programs  that  we 
have  had  is  the  tactical  air  support  on  forest  fires.  In  this  year  I  under- 
stand that  the  direct  air  attack  has  been  made  on  more  than  500  fires  in 
California,  meaning  that  aircraft  were  used  to  cascade  chemicals,  fire 
retardants  of  one  sort  or  another,  directly  on  the  fire  from  the  air.  This 
was  started  in  1954  with  only  two  drops  going  on.  Almost  a  million 
gallons  of  material  has  been  dropped  from  the  air  on  fires  this  year.  It 
has  spread  not  only  in  California,  but  to  Alaska  and  to  the  Rocky 
Mountain  area  and  to  the  east.  This  same  co-operative  project  with  the 
California  Division  of  Forestry  is  now^  going  to  helicopters,  developing 
them  as  fire-fighting  equipment. 

Another  kind  of  co-operative  effort  is  that  we  have  with  industry. 
Under  a  co-operative  agreement  with  Simpson  Redwood  Company,  the 
Yurok  Redwood  Experimental  Forest  and  adjoining  lands  of  the  Simp- 
son Company  in  High  Prairie  Creek,  Del  Norte  County,  are  being  used 
as  a  field  laboratory  for  experimentation  in  silvicultural  management. 
The  company  is  building  and  maintaining  roads,  logging  the  timber, 
and  providing  services,  technical  assistance  and  financial  contributions 
to  the  station.  The  station  is  conducting  the  technical  aspects  of  the 
research  program,  and  the  staff  of  the  Six  Rivers  National  Forest  is 
aiding  in  timber  sale  administration  on  the  federal  part  of  the  research 
area,  where  publicly  owned  stumpage  is  sold  to  the  company  at  ap- 
praised valuation. 

The  co-operative  agreement  became  effective  in  August,  1956,  and  will 
run  for  seven  j^ears.  Last  year  was  spent  in  making  plans,  laj'ing  out 
study  areas,  surveying  roads,  and  appraising  approximately  18,000,000 
feet  of  timber  to  be  logged  in  the  first  series  of  cuttings.  That  first 
logging  is  now  complete. 

The  last  example  I  would  like  to  mention  is  the  Snow  Management 
Research  which  is  carried  on  in  co-operation  with  the  Department  of 
Water  Resources.  California's  most  abundant,  most  valuable  reservoir 
is  its  high  mountain  snow  pack,  a  white  blanket  that  annually  covers 
about  12,000,000  acres  in  the  upper  elevations  of  the  Sierra  Nevada 
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and  Cascade  Mountains.  Not  only  does  the  snow  zone  provide  more  than 
half  the  State's  water,  it  is  the  principal  source  of  stream  flow  long 
after  the  rains  have  stopped.  The  demands  on  this  supply  are  increas- 
ing-. Farmers  want  more  water  to  meet  their  irrigation  needs,  power 
companies  want  a  uniform  supply,  flood  engineers  want  water  under 
control.  Tomorrow  the  needs  of  each  will  be  greater. 

Our  aims  are  to  develop  ways  to  manage  timber  and  brushland  water- 
sheds in  the  snow  country  so  as  to  increase  stream  flow,  improve  the 
timing  of  stream  flow,  maintain  water  quality,  and  minimize  floods  and 
sedimentation. 

At  the  Central  Sierra  Snow  Laboratory  near  Donner  Summit,  we  are 
conducting  basic  studies  dealing  with  snow  accumulation  and  melt. 
Nearby,  five  high  country  fir  and  pine  watersheds  are  being  calibrated 
for  applied  management  studies.  Another  set  of  pilot  watersheds  in  the 
headquarters  of  the  Kings  River  is  also  under  calibration.  In  the  head- 
waters of  the  Truckee,  with  the  University  of  California  Department 
of  Zoology,  we  are  studying  the  effects  of  brushland  conversion  to  pine 
forest  on  snow  accumulation,  water  yield,  and  sedimentation.  Similar 
measurements  are  under  way  in  three  other  locations  where  logging  is 
or  has  reeentlj^  taken  place.  And  at  our  Berkeley  office  we  are  doing 
our  inventories  and  analyses. 

Starting  the  third  year  of  this  co-operative  snow  management  re- 
search, the  project  has  completed  one  study  and  has  17  others  in 
progress.  Interesting  and  worthwhile  results  are  beginning  to  come  in. 

An  inventory  of  the  snow  zone  shows  that  the  Sierra  has  more  brush 
cover  than  tree  crown  cover ;  half  the  zone  is  bare  rocks,  bare  soil,  or 
grass  covered. 

The  forests  have,  from  a  water  loss  standpoint,  their  plus  and  minus 
values.  In  1958  summer  soil-moisture  losses  were  greater  from  forested 
slopes  than  open  slopes.  Last  March  and  April,  tree  crowns  intercepted 
and  evaporated  about  9  percent  of  the  precipitation.  Winter  evapora- 
tion from  the  snow  pack  in  a  large  opening  was  more  than  two  inches 
but  only  .2  inches  from  a  small  opening ;  under  a  forest  canopy  con- 
densation exceeded  evaporation,  and  the  snow  pack  gained  two  inches 
of  water. 

Now,  what  do  these  isolated  facts  mean?  They  mean  two  things.  We 
like  to  think  that  California  is  different  in  many  respects,  and  our  snow 
is  even  different  from  Rocky  Mountain  snow.  We  have  learned  enough 
in  the  short  time  that  we  have  been  working  on  snow  research  that  the 
snow  is  so  different  in  water  content  and  the  way  it  accumulates  and 
the  way  it  evaporates,  that  we  cannot  apply  directly  any  results  from 
snow  research  in  the  Rocky  Mountains  to  California. 

So,  Mr.  Chairman,  I  have  just  outlined  the  important  co-operative 
aspects  of  the  work  of  the  California  Forest  and  Range  Experimental 
Station  with  some  of  these  examples.  You  have  the  Wildland  Research 
Plan  and  this  indicates  the  nature  of  the  way  the  Federal  Forest  Ex- 
periment Stations  can  participate  and  correlate  its  work  with  that  plan. 


December  1,  1958 
FOREST  PRODUCTS  RESEARCH  IN  CALIFORNIA 

(Statement  presented  to  the  Senate  Interim  Committee  on  the  Economic 
Redevelopment  of  Cutover  Timber  Areas  and  Brushlands  and  the  Senate 
Interim  Committee  on  Forest  Practices,  by  Fred  E.  Dickinson,  Director,  Uni- 
versity of  California  Forest  Products  Laboratory) 

My  remarks  are  confined  to  the  forest  products  research  which  is 
directly  related  to  the  forest  economy  of  the  State.  I  could,  of  course, 
have  enlarged  the  scope  of  my  statement  to  cover  all  research  leading 
to  the  maintenance  or  improvement  of  markets  for  wood  as  all  of  this 
directly  or  indirectly  has  its  effect  on  the  utilization  of  California 
timbers,  however,  I  believe  this  would  lead  rather  far  afield  from 
what  I  understand  to  be  the  principal  interest  of  this  committee. 

In  discussing  forest  products  research  in  California,  we  should  recog- 
nize that  several  agencies  are  involved.  A  considerable  amount  of  re- 
search is  being  financed  by  private  capital  including  the  research 
being  conducted  by  individuals,  firms  and  associations,  as  well  as  by 
laboratories  dependent  upon  contract  research.  The  Federal  Govern- 
ment also  conducts  a  certain  amount  of  research  which  has  ramifica- 
tions in  California.  The  particular  federal  research  agency  is  the  Forest 
Products  Laboratory,  Madison,  Wisconsin.  While  this  laboratory  has 
from  time  to  time  worked  on  specific  California  problems,  work  in  the 
main  is  concerned  with  basic  aspects  of  wood  utilization  as  well  as  with 
applied  problems  having  regional  and  national  implication.  Last  but 
not  least,  the  State,  through  the  University  of  California,  supports  a 
forest  products  laboratory  charged  with  seeking  ways  to  obtain  more 
complete  utilization  of  the  timber  crop. 

Because  the  species  which  occur  in  California  are  for  the  most  part 
found  in  other  states  and  regions,  and  because  certain  problems  in  wood 
products  research  are  basic  to  wood  utilization  nationally  as  well  as 
internationally,  we  must  remember  that  we  in  the  State  of  California 
benefit  by  worldwide  research.  By  the  same  token,  some  of  the  product 
research  conducted  in  California  will  have  its  effect  on  problems  oc- 
curring in  other  regions. 

Current  Research 

Rather  than  list  the  recent  projects  being  carried  on  by  the  Cali- 
fornia Forest  Products  Laboratory  and  other  agencies,  I  have  treated 
current  research  in  a  more  general  way,  clarifying  it  into  several  types. 
A  list  of  the  current  projects  of  the  tlniversity  of  California  Forest 
Products  Laboratory  is  attached  to  this  statement  for  the  information 
of  the  committee. 

1.  Research  to  Reduce  Costs.  Many  wood  product  plants  are  look- 
ing for  laborsaving  equipment,  timesaving  techniques,  and  process 
improvement  materials  and  methods.  For  example,  one  pencil  slat  com- 
pany in  California  has,  over  the  past  three  years,  spent  thousands  of 
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dollars  to  develop  an  improved  saw  which  will  enable  them  to  realize 
a  10  percent  increase  in  slat  output  from  the  same  amount  of  raw 
material. 

2.  Improve  Product  Quality.  Private,  state,  and  federal  funds 
have  been  and  are  being  spent  on  improving  lumber  drjung  so  that  a 
better  product  will  be  produced.  Private  industry  is  investigating  pre- 
finishing  of  lumber.  The  Redwood  Association  and  the  University  of 
California  Forest  Products  Laboratory  are  investigating  stain  in 
redwood — a  cause  of  much  degrade.  The  Western  Pine  Association  has 
been  working  diligently  and  has  made  real  progress  in  a  brown  stain 
preventive  treatment  for  sugar  pine.  The  University  of  California 
Forest  Products  Laboratory  has  ascertained  the  cause  of  paint  discol- 
oration on  pencils  made  from  incense  cedar  and  has  made  recommenda- 
tions for  its  prevention. 

3.  Mill  Residue  Utilization.  Real  strides  have  and  are  being  made 
in  utilization  of  residues  developed  at  the  mill  and  box  factory.  End 
gluing  of  short  clear  pieces  of  one-inch  and  two-inch  lumber  for  door 
frames  and  studs  and  end  and  edge  gluing  for  panel  stock  is  becoming 
important.  Private  industry  lia.s  developed  the  machines  and  practical 
know-how  based  on  gluing  studies  by  the  Forest  Products  Laboratory 
at  Madison  and  the  Universitj^  of  California  Forest  Products  Labora- 
tory. Slabs,  edgings,  and  box  factory  trims  are  being  converted  into 
pulp  chips  as  the  result  of  industry's  investigation  of  the  use  of  this 
material  for  pulp.  The  most  recent  installation  is  that  of  the  Diamond 
Gardner  Company.  It  is  the  first  commercial  installation  of  a  new  type 
of  mechanical  pulping. 

Bark  has  long  been  of  interest  to  the  redwood  industry  where  for 
many  years  logs  have  been  peeled  before  sawing.  Industry  research 
lead  to  an  insulation  product  and  to  bark  chemicals.  Currently  one 
redwood  company  is  investigating,  with  the  assistance  of  the  Univer- 
sity of  California  Forest  Products  Laborator}^,  the  use  of  redwood  bark 
for  packaging  of  California  fruits — pears,  grapes,  etc.  Installation  of 
debarkers  in  the  Sierra  piue  region  has  brought  interest  in  white  fir 
and  pine  bark  use.  Research  by  industry  assisted  to  a  limited  extent 
by  the  University  of  California  Department  of  Horticulture  has  shown 
uses  of  this  bark  for  plant  culture  and  soil  amendments.  One  investi- 
gation supported  by  funds  from  private  industry  has  successfully  dem- 
onstrated the  use  of  Douglas  fir  and  redwood  bark  in  trickle  filters  and 
the  subsequent  use  of  the  bark  for  fertilizer. 

4.  Secondary  Species  and  Wood's  Residue  Utilization.  California 
has  several  hardwoods  which  while  currently  unused  are  in  sufficient 
quantity  to  warrant  interest.  Also,  they  are  frequently  found  mixed 
with  the  redwood,  fir,  and  pine  stands  and  thus  occupy  valuable  space. 
The  U.  S.  Forest  Products  Laboratory,  the  California  Forest  and 
Range  Experiment  Station,  and  the  Oregon  Forest  Products  Labora- 
tory have  made  partial  investigations  of  some  of  these  species.  The 
University  of  California  Forest  Products  Laboratory  with  assistance 
from  private  industry  and  the  State  Department  of  Natural  Resources 
is  completing  these  studies  as  well  as  investigating  other  species  in 
order  to  indicate  potential  uses  and  processing  methods.  The  pulping 
properties  of  some  of  these  hardwoods  is  being  studied  co-operatively 


CUTOVER  TIMBER  AREAS  AND  BRUSHLANDS  73 

by  the  Fiberboard  Products  Company  and  the  U.  S.  Forest  Products 
Laboratory. 

The  relationship  of  site  to  quality  of  red  fir  lumber  is  being  investi- 
gated by  the  University  of  California  Forest  Products  Laboratory 
assisted  by  private  industry.  Currently  a  plywood  mill  to  utilize  white 
fir  is  being  constructed  as  the  result  of  studies  on  the  suitability  of 
white  fir  for  plywood  by  the  U.  S.  Forest  Products  Laboratory  assisted 
by  private  industry. 

Pulp  offers  the  best  known  use  for  thinnings,  logging  residues,  and 
secondary  species.  Because  most  pulping  processes  require  sizable  quan- 
tities of  water  and  because  pulp  waste  disposal  is  normally  a  problem, 
the  University  of  California  Forest  Products  Laboratory  is  investi- 
gating methods  of  chemically  pulping  wood  in  which  water  use  would 
be  kept  at  a  minimnm  and  process  waste  products  would  have  an 
economical  use  for  other  purposes. 

Two  particle  board  plants  are  operating  in  the  State.  They  offer  a 
limited  market  for  mill  residues.  Research  supported  by  private,  state, 
and  federal  funds  is  resulting  in  continued  process  and  product  im- 
provement. The  University  of  California  Forest  Products  Laboratory 
has  been  studying  for  several  years  organic  compounds  found  in  the 
wood  and  bark  of  incense  cedar,  true  fir,  and  redwood.  Some  of  the 
chemicals  may  be  found  to  have  value  in  their  own  right  while  others 
influence  certain  properties  important  in  the  utilization  of  wood  such 
as  durability. 

Forest  Products  Research  Needs  for  the  Future 

1.  Determination  of  Quality  of  Future  Forest  Crops.  Tree  selec- 
tion and  breeding  for  superior  form,  growth  rate,  resistance  to  cold, 
disease,  and  insects  are  being  practiced.  From  these  and  like  studies  will 
come  our  trees  of  the  future.  To  date,  however,  correlation  of  important 
physical  wood  quality  features  with  the  above  named  factors  has  been 
lacking  because  techniques  for  measuring  these  properties  from  wood 
samples  taken  without  destroying  the  tree  are  unknown.  Another  im- 
portant problem  is  correlating  certain  properties  of  mature  wood  with 
that  of  juvenile  wood.  A  successful  solution  would  enable  predicting 
wood  quality  of  the  mature  trees  by  measuring  certain  properties  of  the 
young  tree.  Such  a  technique  would  enable  selection  of  final  crop  trees 
on  a  scientific  basis.  The  University  of  California  Forest  Products  Lab- 
oratory proposes  to  attack  both  of  these  problems  in  the  near  future. 

2.  Determination  of  Wood  Quality  of  Second  Growth  Stands.  Mar- 
kets for  redwood,  sugar  pine,  and  to  a  considerable  extent,  ponderosa 
pine  are  built  on  old  growth.  We  need  to  know  what  quality  of  second 
growth  will  be  so  that  manufacturing  process  and  marketing  procedure 
can  be  adjusted  for  this  material. 

3.  Investigate  Effect  of  Bacteria  on  Wood  Properties.  Recent,  but 
sketchy  investigation  indicate  that  bacteria  may  have  marked  effect  on 
wood  properties  and  may  well  influence  our  handling  of  wood  from  the 
stump  through  the  mill. 

4.  Continuation  of  research  to  reduce  costs,  improve  quality,  develop 
new  pulping  techniques,  and  increase  the  utilization  of  mill  and  wood 
residue  through  physical  and  chemical  products. 
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RESEARCH  PROJECTS-FOREST  PRODUCTS  LABORATORY 

October,  1958 

Mechanical  Properties — Active  Schniewind 

8.01  The  mechanical  properties  of  California  species  by  ASTM  stand- 
ard methods  of  testing  small  clear  specimens  of  timber. 

Pacific  madrone 
Tanoak 

California  black  oak 
California  white  oak 

8.02  Yonng's  modulus  of  ray  tissue  as  opposed  to  that  of  wood  with- 
out rays. 

8.03  The  influence  of  site  on  the  mechanical  properties  of  red  fir. 

8.04  Strength  of  wood  particle  board  under  long  term  loading,  (grad- 
uate student  program) 

Mechanical  Properties — Inactive 

None 

Physical  Properties — Active  Ellwood 

9.01  Study  of  equilibrium  moisture  content. 

9.02  Kiln  drying  of  California  species. 

California  black  oak 
Pacific  madrone 
Golden  chinkapin 
Tanoak 

9.04  Collapse  in  California  species. 

California  black  oak 
Pacific  madrone 

9.06  Seasoning  stain  in  California  species. 

Redwood 

9.08  Air  drjdng  of  California  species. 

California  black  oak 
Pacific  madrone 
Golden  chinkapin 
Tanoak 

Physical  Properties — Inactive 

9.03  Drying  stress  analyses. 

9.05  Kiln  air  flow  as  related  to  lumber  drying  characteristics. 

9.07  Pitch  exudation  in  California  species. 

Pine 

9.09  End  coatings  for  wood  and  wood  products. 

9.10  High  pressure  steam  drjdng  (cooperative  with  Medford  Machin- 
ery Co.) 

Gluing  and  Glued  Products — Active  Marian 

10.01  The  investigation  of  the  gluing  characteristics   of   California 
hardwoods. 

10.02  The  investigation  of  end-wood  gluing. 

10.03  The  investigation  of  the  relationships  of  surface  properties  to 
bond  strength  in  gluing  wood. 
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Gluing  and  Glued  Products — Inactive 

10. 04  Investigation  of  the  significance  of  surface  quality  and  dimen- 
sional accuracy  related  to  some  common  glue  joints,  (graduate 
student  program) 

10.05  Durability  of  wood  adhesives. 

Evaluation  of  the  durability  of  four  types  of  adhesives  for 
breadboards  by  humidity  cycling. 

Machining — Active  Best 

12.01     Investigation  of  stresses  in  circular  saws. 

Machining — Inactive 

None 

Wood  Chemistry — Active  Anderson-Zavarin 

13.01  The  chemistry  of  incense  cedar  extractives. 

13.02  The  chemistry  of  redwood  extractives. 

13.03  The  chemistry  of  sapwood  extractives. 

13.04  Investigation  of  tropolones  in  various  California  wood  species. 

13.05  Investigation  of  simple  carbohydrates  and  inositols  in  various 
California  wood  species. 

13.09  The  chemistry  and  utilization  of  barks. 

13.10  The  chemistry  of  wood  rots. 

Wood  Chemistry — Inactive 

13.07     The  chemistry  of  extractives  in  California  true  firs. 

Wood  Chemistry — Completed 

1308  Literature  survey  of  the  chemistry  and  utilization  of  extractives 
in  various  California  wood  species. 

Chemical  Processing — Active  Fearing 

14.01  Solvent  seasoning  of  California  species. 

Redwood 
Tanoak 

Chem'xal  Processing — Inactive 

None. 

Fiber  Products — Active  Brink 

16.02  Extraction  and  reaction  of  wood  and  bark  using  ammonia  :  water 
systems. 

Study  of  white  fir 

16.03  Reaction  of  wood  and  bark  using  oxidizing  agent:  water  system. 

Study  of  white  fir 

Fiber  Products — Inactive 

16.01  Formation,  separation,  and  isolation  of  solutes,  from  extracts  of 
wood  and  bark. 
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Protecfive  Coatings — Active 

None. 

Protective  Coatings — Inactive 

17.01     AYater  vapor  barrier.s.  (Ellwood) 

General  Utilization  Projects — Active  Staff 

18.01  Investigation  of  unused  wood  resources  in  California. 

Genera/  Utilization  Projects — Inactive 

18.02  Conversion  factors  for  wood  and  wood  products. 

SERVICE  RESEARCH   PROJECTS 

35.01.01  Evaluation  of  joint  efficiency  of  white  fir  jointed  studs  com- 
pared with  solid  wood. — Chenej^  Sierra  Lumber  Company. 

35.01.02  Preliminary  evaluation  of  joint  efficiency  of  white  fir  wedge 
tj'pe  jointed  studs. — ^Cheney  Sierra  Lumber  Company. 

35.01.03  Static  bending  tests  on  six  specimens  of  redwood. — California 
Eedwood  Association. 

35.01.04  Telegraphing  of  stiles  and  ''Timblend"  through  one  twenty- 
fourth  inch  face  veneer. — Roddiscraft,  Inc. 

35.01.05  Static  bending  tests  of  ladder-rail  sections.— Industrial  Lad- 
der Company. 

35.01.06  Study   of  bacterial   infestation   in   Red   Bluff   mill   pond. — 
Diamond  Gardner  Corporation. 

35.01.07  Tests  of  redwood  bark  fruit  pads. — Union  Lumber  Company. 

35.01.08  Humiditj'  cycling  of  doors. — A-1  Industries. 


CALIFORNIA'S  CURRENT  FOREST  SITUATION  WITH  PARTICULAR 
REFERENCE  TO  PRESENT  IDLE  FOREST  LANDS  ^ 

By  E,  Fritz,  Professor  of  Forestry  Emeritus,  University  of  California  and 
Vice  President,  Foundation  for  American  Resource  Management 

California  is  no  longer  a  frontier  state  with  a  superabundance  of 
resources.  When  the  population  was  very  small  wasteful  utilization 
and  idle  acres  could  be  overlooked.  Now  that  the  population  is  15,000,- 

000  and  certain  to  grow  much  larger  rapidly,  the  remaining  renewable 
resources  must  be  used  with  care  and  with  an  eye  toward  their  con- 
tinuity and  the  idle  lands  must  be  put  to  work.  This  is  particularly 
true  of  forests  and  forest  lands. 

California  has  approximately  17,000,000  acres  -  of  commercial  forest 
land  suited  to  the  production  of  timber  crops  in  perpetuity.  Of  this 
great  area,  practically  all  of  it  in  the  northern  half  of  the  State,  about 
2,000,000  acres  are  not  stocked  with  young  trees.  In  addition  there  are 
from  1,000,000  to  2,000,000  acres  that  are  poorly  stocked  and  therefore 
producing  timber  at  a  rate  far  below  their  potential  growth  and  of 
poor  quality. 

The  condition  of  this  area  of  3,000,000  acres  plus  was  brought  about 
by  past  fires  or  clean-cut  logging  or  both.  AVhere  seed  trees  were  not 
left,  or  burned,  the  land  has  become  covered  with  brush  and  chaparral. 
While  this  brush  has  some  value  for  watershed  protection,  it  is  almost 
valueless  in  other  respects.  These  brush  fields  are  old,  many  of  them 
more  than  50  years  old. 

Logging  methods  of  today  are  quite  difilerent  and  fires  have  been 
much  reduced  in  number  and  in  area  burned.  Consequently  cutover 
lands  of  today  are  not  being  degraded  wholesale  as  they  once  were. 
Nevertheless,  even  on  the  areas  logged  currently  under  the  best  known 
and  most  practicable  methods  there  is  difficulty  in  establishing  a  fully 
stocked  new  forest. 

The  above  situation  of  nonproductive  lands  and  problems  of  natural 
reforestation  under  present  cutting  practices  calls  for  a  concerted 
co-operative  effort  by  all  agencies  concerned  to  arrive  at  some  early 
correction. 

The  idle  or  partly  idle  forest  lands  are  not  second-rate  lands.  They 
were  once  forested  with  valuable  commercial  tree  species  such  as 
Douglas  fir,  ponderosa  and  sugar  pines  and  redwood.  The  dense  brush 
cover  has  helped  restore  some  soil  values  favorable  to  forest  establish- 
ment but  the  brush  cover  itself  and  the  paucity  of  seed  trees  have  oper- 
ated against  volunteer  re-establishment  of  forests. 

1  Presented  before  a  hearing  of  Senator  Arnold's  committees  on  redevelopment  of  cut- 

over  lands  and  forest  practices.  Sacramento,  Dec.  1,  1958. 
^  Data   herein    used   are    from   Forest    Survey    releases   of   the   California    Forest    and 
Range  Experiment  Station. 
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Nor  is  California's  climate  favorable  to  forest  establishment.  The 
long  dry  summers,  even  in  the  coastal  belt,  cause  inordinately  heavy 
mortality  among-  seedlings  originating  during  the  spring  wet  season. 
"We  must  learn  how  to  circumvent  this  weather  handicap. 

It  takes  many  years  to  bring  a  forest  tree  crop  to  the  point  of  yield- 
ing usable  products,  anywhere  from  50  to  100  years,  depending  upon 
location  and  species.  In  50  years  our  remaining  stands  of  old  growth 
may  be  pretty  well  depleted.  (This  will  be  referred  to  again  later.) 

By  that  time  our  population  may  have  been  doubled.  California  has 
been,  for  more  than  35  years,  the  heaAdest  per  capita  consumer  of 
lumber  in  the  United  States.  Until  a  few  years  ago  we  were  cutting  our 
forests  almost  solely  for  lumber.  Since  World  War  II  we  established  a 
number  of  plywood  plants  and  obtained  three  large  pulp  mills ;  several 
more  pulp  mills  are  in  early  prospect  and,  before  perhaps  only  25  years, 
we  should  have  a  pulp  capacity  sufficient  to  utilize  all  our  present 
woods  and  sawmill  leftovers.  This  is  an  ideal  situation  since  it  brings 
about  complete  utilization  of  every  tree  cut  down,  requires  no  addi- 
tional cutting  of  green  trees,  expands  the  industrial  base  of  the  forest 
counties  and  enriches  all  others.  Further  expansion  of  pulping  capacity 
is  possible  from  young  forests,  yet  to  be  grown  and  which  will  provide 
large  volumes  of  pulpwood  from  thinnings  and  from  additional  left- 
overs if  present  idle  lauds  are  reforested. 

California  still  has  somewhat  more  than  300,000,000,000  board  feet 
of  sawlog  timber.  It  is  being  cut  at  the  rate  of  about  6,000,000,000  board 
feet  per  year.  GroAvth  is  estimated  to  be  only  about  3,000,000,000  board 
feet,  or  about  one-half  of  the  annual  cut.  This  can  be  interpreted  to 
indicate  a  dire  shortage  in  another  generation  and  economic  stress  in 
the  forest  counties.  While  the  situation  is  not  quite  that  bad,  it  is  cer- 
tain that  a  large  deficit  is  building  up  and  that  it  may  exist  for  many 
years.  The  early  reforestation  of  the  present  idle  or  partly  idle  forest 
lands  would  mitigate  this  possibility. 

Dividing  the  300,000,000,000  board  feet  of  remaining  timber  by  the 
annual  cut  of  6,000,000,000  board  feet  indicates  a  50-year  life.  Actu- 
ally, the  annual  cut  will  have  to  be  reduced  for  some  years.  It  is  already 
being  reduced  automatically  because  many  of  the  smaller  mills  are 
running  out  of  timber  and  because  of  consolidations  that  make  better 
integration,  closer  utilization  and  operating  permanence  possible. 
Furthermore,  most  of  our  large  lumber  companies  are  well  on  the  waj^ 
toward  operating  under  plans  of  permanence  that  require  a  balance 
of  cut  and  growth.  The  national  and  state  forests  are  certain  to  con- 
tinue on  a  budget  basis  of  cutting  under  which  cutting  is  balanced 
against  growth.  Thus,  the  annual  overall  cut  is  getting  smaller  because 
liquidation  cutting  and  overexpansion  of  plant  capacity  are  being 
eliminated.  Thus,  it  may  be  much  less  than  50  years  before  some  of 
our  forest  counties  feel  the  pinch,  although  remaining  plants  will  be 
on  a  permanent  and  stable  basis. 

California's  forest  lands  have  remarkably  high  productive  poten- 
tials, particularly  in  the  northern  Sierra  Nevada  and  the  north  coast 
counties.  Its  virgin  pine  and  redwood  forests  are  superb.  Second 
growth  stands  generated  by  light  cutting  75  to  100  years  ago  when 
the  crude  logging  methods  were  slow  and  left  many  seed  sources,  pro- 
duced up  to  1,000  board  feet  per  acre  per  year  and  occasionally  more. 
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We  can  couelucle  from  this  potential  that  our  commercial  forest 
lands  are  capable  of  producing  far  in  excess  of  the  present  6,000,000,000 
board  feet  annual  cut  of  lumber  once  the  cutting  is  followed  by  prompt 
natural  or  artificial  reforestation,  and  the  idle  lands  are  returned  to 
productivity. 

The  above  projections  are  predicated  on  no  further  losses  of  pro- 
ductive commercial  forest  lands  to  freeways,  park  and  wilderness 
reservations,  reservoirs,  powerlines,  and  the  like.  Some  such  losses  are 
inevitable  but  cannot  now  be  estimated.  But  the  losses  do  add  to  the 
importance  of  doing  something  about  keeping  the  forest  lands  highly 
productive.  They  indicate  also  that  any  withdrawals  from  commercial 
forest  production  must  be  carefully  weighed  against  any  possible  other 
benefit. 

There  are  collateral  benefits  to  forest  land  productivity.  While  brush 
lands,  for  example,  have  questionable  value  for  recreation  and,  when 
very  dense,  for  wildlife,  forests  are  conducive  to  both.  The  comparative 
value  of  grass,  brush  and  forest  for  watershed  protection  is  still  a 
matter  of  controversy  but  it  would  appear  to  be  proper  to  try  to  com- 
bine valuable  timber  production  with  the  equally  valuable  watershed 
protection.  The  general  scenic  aspect  would  be  enhanced.  Population 
would  be  distributed  over  a  wider  area. 

Economic  benefits  that  can  be  translated  into  dollars  are  of  major 
proportions.  A  6,000,000,000  board  foot  annual  cut  can  be  valued  at 
in  excess  of  $300,000,000  if  we  regard  only  the  law  lumber.  To  this 
would  have  to  be  added  the  costs  of  transportation  from  mill  to  market 
and  the  conversion  of  the  raw  lumber  into  finished  houses  and  products. 
The  pulp  industry  should  be  good  for  at  least  another  $250,000,000 
annually.  (These  dollar  figures  are  my  own  and  I  believe  them  to  be 
modest.)  Thus,  the  17,000,000  acres  of  commercial  forest  land  could  be 
made  the  foundation  of  a  billion  dollar  business,  Avith  the  difference 
of  economic  stress  or  prosperity  for  the  counties  that  derive  their 
major  income  from  forests. 

To  make  this  business  possible  requires,  among  other  things,  the 
following  which  are  in  the  immediate  power  of  the  Legislature  and 
which  I  hope  you  will  consider  when  you  report :  Widening  the  scope 
of  the  investigations  into  reforestation  begun  by  State  Division  of 
Forestry  under  provision  of  Assembly  Bill  No.  2022  (1957)  ;  improving 
the  State's  Forest  Practice  Act  to  permit  of  better  enforcement;  in- 
tensifying forest  protection  against  fire,  insects  and  diseases;  giving 
active  support  to  the  privately  sponsored  Keep  Green  and  Tree  Farm- 
ing programs;  encouraging  the  holding  of  cutover  land  for  the  pro- 
duction of  commercial  forest  by  assisting  in  removing  certain  handicaps 
including  a  tax  system  that  is  not  geared  to  crops  that  require  many 
years  to  yield  a  profit ;  encouraging  co-ordination  of  research ;  and 
consideration  of  setting  up  a  natural  resource  council  for  land  manage- 
ment planning. 

The  major  job  of  research  is  to  find  out  how  reforestation  can  be  done 
on  private  lands  at  a  justifiable  cost.  AVe  need  to  know  how  to  overcome 
our  climatic  and  other  reforestation  handicaps  and  what  reforestation 
will  cost.  Beyond  that  it  is  the  landowner's  job. 

A  great  deal  of  research  already  has  been  carried  on  for  many 
years  by  public  and  private  agencies.  More  is  in  prospect.  It  now  needs 
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better  co-ordination  and  tlie  closing  of  blank  areas.  The  State  is  the 
logical  co-ordinator.  Throngh  its  work  it  can  set  the  stage  for  an  early 
large-scale  private  planning  program. 

In  conclusion  may  I  say  that,  in  my  opinion,  your  two  committees 
have  an  opportunity  for  starting  something  of  incalculable  value  to 
the  future  permanent  prosperity  and  general  well-being  of  the  State 
and  its  people.  For  assisting  you,  you  have  available  a  well  organized 
and  competent  State  Division  of  Forestry;  a  large  number  of  other 
foresters  in  public  and  priA'ate  employ  among  whom  there  is  a  strong 
professional  spirit  and  unity;  a  forest  products  industry  that  is  awake 
to  the  needs  and  possibilities;  and,  you  have  a  project  that  would  cost 
the  State  comparatively  little  considering  the  benefits.  In  this  project 
the  State  should  consider  doing  only  those  things  it  can  do  better  than 
individuals  or  groups  and  should  merely  create  a  ' '  climate ' '  that  would 
make  it  possible  for  forest  landowners  to  accomplish  the  full  produc- 
tivity of  their  properties  and  the  establishment  of  stability  and  per- 
manence without  any  subsidies  for  planting  or  other  such  activity. 

TESTIMONY  PRESENTED  TO  THE  JOINT  HEARINGS 

(Senate  Interim  Committee  on  the  Economic  Redevelopment  of  Cutover  Tim- 
ber Areas  and  Brush  Lands  and  Senate  Interim  Committee  on  Forest  Prac- 
tices— Sacramento,  California,  December   1,   1958) 

My  name  is  Henry  J.  Vaux.  I  am  Dean  of  the  School  of  Forestry, 
University  of  California,  and  Director  of  the  Wildland  Research  Center 
of  the  Agricultural  Experiment  Station. 

Earlier  in  the  day  I  had  the  opportunity  of  presenting  to  you  a 
broad  plan  for  meeting  California's  needs  for  research  on  wildland 
problems.  At  this  time  I  should  like  to  present  information  on  what  is 
being  done  in  wildland  research  at  the  University  of  California  and 
to  suggest  ways  in  which  we  believe  the  University's  contributions  can 
be  expanded  to  meet  some  of  these  additional  needs  most  effectively. 

The  University  of  California  is  a  large  and  diversified  organization. 
In  speaking  to  you  today  I  shall  limit  my  report  primarily  to  the  work 
of  its  Agricultural  Experiment  Station.  This  is  the  agency  of  the  Uni- 
versity which  has  the  most  direct  and  comprehensive  responsibility  for 
research  bearing  on  wildland  problems. 

Wildland  Research  at  the  University 

Research  in  forestry,  range  management  and  other  aspects  of  wild- 
land  management  has  been  going  on  at  the  Agricultural  Experiment 
Station  for  more  than  half  a  century.  Important  work  on  timber  grow^th 
and  use,  range  improvement,  soil  and  watershed  management,  wildlife, 
and  the  economics  of  resource  use  has  yielded  results  over  the  years 
which  have  influenced  strongly  and  beneficially  our  wildland  manage- 
ment practices. 

Today,  the  Agricultural  Experiment  Station's  work  on  wildland 
problems  involves  more  than  70  research  projects.  These  projects  are 
carried  out  through  a  number  of  different  university  departments. 
These    include   Departments    of   Agricultural    Economics,    Agronomy, 
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Animal  Husbandry,  Biological  Control,  Botany,  Entomology  and  Para- 
sitology, Forestry,  Genetics,  Irrigation,  Plant  Pathology,  Soils  and 
Plant  Nutrition,  Zoology,  and  the  Forest  Products  Laboratory.  The 
mere  listing  of  these  departments  suggests  something  of  the  breadth 
of  scientific  background  which  is  both  needed  and  available  for  com- 
prehensive research  on  wildland  problems. 

Among  the  research  facilities  used  in  this  work  are  the  departmental 
laboratories  and  greenhouses  on  the  several  campuses,  particularly 
those  at  Berkeley,  Davis,  Los  Angeles,  and  Richmond.  In  addition  to 
indoor  laboratories,  wildland  researchers  must  have  access  to  repre- 
sentative field  areas.  These  are  provided  at  the  Hopland  Field  Station 
in  Mendocino  County,  Blodgett  Forest  in  Eldorado  County,  the  Sage- 
hen  Creek  Experimental  Area  in  Nevada  County  and  on  the  lands  of 
many  private  ranch  and  forest  owners  who  co-operate  with  us. 

As  a  focus  for  these  activities  the  University  has  recently  established 
within  the  Agricultural  Experiment  Station  a  Wildland  Research 
Center.  This  center  will  organize  conferences  of  research  workers,  land 
managers,  and  others  concerned  with  wildland  problems  to  consider  re- 
search needs  and  to  develop  needed  approaches.  The  center  facilitates 
co-operation  between  different  departments  and  different  disciplines 
in  the  conduct  of  research  projects.  It  provides  improved  liaison  be- 
tween research  workers  in  the  University  and  those  outside  of  it  who 
are  concerned  with  the  results  of  research.  A  further  important  func- 
tion is  to  bring  together  workers  from  different  disciplines  in  an  inte- 
grated approach  to  complex  problems. 

Completing  research  in  the  laboratory  or  the  field  station  is,  of 
course,  only  the  first  step  in  meeting  the  need  for  scientific  information. 
Of  co-ordinate  importance  is  the  job  of  getting  research  results  into 
the  hands  of  the  land  managers  who  need  them.  In  this  connection  it 
is  worth  noting  that  during  the  last  five  years  Agricultural  Experiment 
Station  workers  have  published  an  average  of  84  papers  a  year  dealing 
with  wildland  research  matters.  Through  facilities  of  the  Agricultural 
Extension  Service  these  results  of  research  are  communicated  to  farm 
advisors  and  landowners  to  whom  they  are  important.  Through  Uni- 
versity short  courses  and  field  schools,  research  results  are  also  chan- 
nelled to  the  hundreds  of  foresters,  range  managers,  wildlife  technicians 
and  other  technically  trained  people  throughout  the  State  who  can 
apply  the  results  of  research  on  the  ground. 

Two  examples  of  research  at  the  Agricultural  Experiment  Station 
may  suggest  some  of  the  work  going  on  which  is  of  direct  interest  to 
this  committee.  One  example  is  the  study  of  methods  of  converting 
certain  brushlands  to  more  productive  grassland.  Before  successful 
techniques  for  doing  this  were  evolved,  much  research  had  to  be  done 
on  the  nature  of  brushland  soils,  methods  of  eliminating  the  brush 
cover,  techniques  for  successful  establishment  of  grasses,  selection  of 
the  most  desirable  grass  species,  determination  of  the  usefulness  of 
fertilizers,  and  evaluation  of  the  comiiarative  costs  and  returns  of  the 
complex  of  operations  needed  for  satisfactory  brush  range  improvement. 
Research  along  each  of  these  lines  is  continuing  in  order  to  find  still 
better  improvement  methods  and  to  broaden  their  applicability  to  the 
brush  covered  areas. 
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A  second  example,  is  a  current  study  of  the  physiology  of  forest 
tree  seedlings.  One  obstacle  to  planting  up  some  of  our  unstocked 
forest  land  has  been  the  high  percentage  of  losses  experienced  in  many 
forest  plantations  set  out  in  the  past.  Research  on  the  physiology  of 
planting  stock  is  revealing  some  of  the  reasons  for  poor  plantation  sur- 
vival and  is  suggesting  practical  means  for  overcoming  these  obstacles. 

Research  Needs 

Despite  the  substantial  research  program  of  the  University,  the  Cali- 
fornia Forest  and  Range  Experiment  Station,  the  State  Division  of 
Forestry  and  other  concerned  agencies,  there  is  much  evidence  that  our 
current  research  effort  is  falling  far  short  of  what  is  needed.  We  know 
that  our  65,000,000  acres  of  wildland  could  produce  much  more  wood 
and  meat  and  more  effective  watershed  and  recreational  services.  We 
know  that  we  are  currently  losing  tens  of  millions  of  dollars  worth  of 
commodity  and  other  value  from  these  lands  each  year  because  of 
wildfire,  insects,  and  diseases.  The  key  to  preventing  more  of  these 
losses  and  realizing  more  of  the  potentialities  of  the  wildlands  lies  in 
securing  a  large  amount  of  additional  scientific  information  through 
research. 

The  need  for  additional  wildland  research  is  not  something  that 
has  come  suddenly  or  unexpectedly  upon  us.  Four  and  a  half  years 
ago  in  testifying  before  another  legislative  interim  committee.  Dr. 
Paul  Sharp,  Director  of  the  Agricultural  Experiment  Station,  made 
the  following  statement:  "Practices  in  forestry,  range,  soils,  water,  fish 
and  game,  and  recreational  use  of  natural  resources  have  expanded  so 
rapidly  in  California  during  recent  years  that  they  are  fast  outgrowing 
or  have  outgrown  their  scientific  bases. ' '  Although  there  has  been  some 
expansion  of  wildland  research  since  1954,  it  has  been  small  in  relation 
to  the  growing  size  of  the  problem.  As  a  result.  Director  Sharp 's  state- 
ment is  as  valid  today  as  it  was  four  and  a  half  years  ago. 

For  the  last  five  years  a  special  committee  of  the  Agricultural  Ex- 
periment Station  has  been  surveying  these  needs  for  wild  land  research 
and  the  ways  in  which  the  station  might  contribute  most  effectively 
toward  meeting  them.  Some  preliminary  findings  of  that  group  were 
presented  to  a  Legislative  Interim  Committee  in  1954.  More  recently, 
the  same  Experiment  Station  committee  has  completed  a  report  which 
recommends  in  some  detail  the  additional  work  in  this  field  which  it 
believes  should  be  undertaken  by  the  University.  With  your  permission 
I  should  like  to  file  for  the  record  of  this  interim  committee  a  summary 
of  that  report.  It  is  entitled  "Research  on  Wild  Land  Problems."  It 
will  serve  to  inform  you  in  greater  detail  than  my  time  permits  of  the 
specific  research  we  now  have  under  way  at  the  university  and  of 
our  recommendations  for  additional  wild  land  studies  there.  The  re- 
search recommended  in  this  report  has  been  carefully  screened  in  the 
light  of  the  costs  of  the  research,  its  potential  benefits,  its  relation  to 
research  already  under  way,  the  research  done  by  other  agencies, 
and  the  relative  importance  of  the  different  types  of  wild  land  re- 
sources. The  recommendations  fit  within  the  framework  provided  by 
the  State  Wild  Land  Research  Plan  which  was  presented  to  you  this 
morning. 
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The  Universify's  Role  in  Meeting  the  Needs 

We  believe  that  the  University  should  play  an  important  role  in 
meeting  the  needs  for  wild  land  research.  For  many  decades  the  Agri- 
cultural Experiment  Station  has  been  the  sole  arm  of  the  State 
responsible  for  research  in  the  broad  field  of  California  agriculture. 
As  such,  it  has  developed  a  staff  of  scientists  v^ho  are  highly  expert  in 
all  aspects  of  plant  sciences,  soils,  hydrology,  entomology,  pathology, 
economics,  and  other  essential  fields.  These  same  disciplines  are  the 
ones  which  are  fundamental  to  enlargement  of  our  knowledge  of  wild 
land  resources.  Therefore  these  men,  along  with  the  research  facilities 
available  at  the  university,  can  contribute  much  to  the  solution  of  wild 
land  problems. 

In  addition  to  the  scientific  manpower  and  facilities  which  the  experi- 
ment station  can  bring  to  bear  on  wild  land  research  problems,  there 
is  another  compelling  reason  why  the  university  should  maintain  and 
enlarge  its  research  in  this  field.  The  success  of  any  research  program 
depends  on  the  availability  of  highly  qualified  research  workers.  The 
University  has,  of  course,  the  obligation  to  train  these  research  workers 
to  meet  the  needs  of  all  other  research  agencies.  It  does  this  through 
programs  of  graduate  training  provided  by  the  same  university  depart- 
ments which  carry  on  the  research  I  have  been  discussing.  An  active 
program  of  research  is  essential  in  these  departments  for  effective 
training  of  the  graduate  students  who  will  be  the  research  workers  of 
the  future.  Because  of  this  relation  to  graduate  teaching  we  believe  the 
Agricultural  Experiment  Station  has  a  particularly  vital  role  to  play 
not  only  in  meeting  our  current  needs  for  information  about  the  wild 
lands  but  also  in  building  the  structure  of  fundamental  knowledge  and 
training  the  corp  of  skilled  research  scientists  that  will  undoubtedly 
be  needed  to  deal  with  the  wild  land  problems  of  the  future. 
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LETTER  OF  TRANSMITTAL 

June  19,  1959 
Hon.  Glenn  M.  Anderson,  President 
and  Members  of  the  Senate 

Gentlemen  :  Your  Senate  Special  Committee  on  Governmental  Ad- 
ministration created  by  Senate  Kesolution  No.  40  (page  5105  of  the 
Senate  Journal  of  June  12,  1957)  presents  herewith  a  report  made  to 
the  committee  concerning  costs  of  classroom  instruction. 

Eespectfully  submitted, 

George  Miller,  Jr.,  Chairman 
John  F.  McCarthy,  Vice  Chairman 
Randolph  Collier 
Robert  I.  Montgomery 
Stanley  Arnold 


LETTER  OF  TRANSMITTAL 

June  18,  1959 
The  Hon.  George  Miller,  Jr.,  Chairman 
Senate  Special  Committee 

on  Governmental  Administration 

State  Capitol,  Sacramento,  California 

Dear  Senator  Miller:  I  take  pleasure  in  transmitting  the  attached 
report  on  costs  of  classroom  instruction. 

This  report  is  the  result  of  intensive  research  and  study  by  Ben 
Rust,  a  teacher  in  the  Richmond  City  Schools  and  a  leader  in  teachers' 
affairs.  My  contribution  to  it  consisted  only  of  minor  editing  and  final 
preparation. 

Very  truly  yours, 

Lloyd  Lapham 
Research  Consultant 
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FOREWORD 

This  study  considers  a  single  facet  of  education  in  California  public 
schools,  and  considers  it  from  a  single  point  of  view.  It  is  taken  for 
granted  in  the  following  pages  that  instruction  is  the  core  of  education, 
and  that  instruction  takes  place  between  a  teacher  and  a  pupil.  It  is 
conceded  that  education  can  be  accomplished  in  other  ways.  But  edu- 
cation from  such  secondarj^  sources  is  almost  always  incidental  to 
other  activity,  and  is  not  the  basic  concern  of  the  public  schools. 

The  purpose  of  this  study,  then,  is  to  determine  how  much  of  the 
school  dollar  is  spent  on  instruction,  for  the  salaries  of  teachers  for 
the  time  they  spend  in  classroom  teaching.  To  make  this  kind  of  deter- 
mination, it  is  ncessary  to  separate  out  the  very  numerous  activities 
besides  instruction  which  take  place  in  schools.  No  attempt  is  made 
to  evaluate  the  usefulness  of  these  other  activities  on  any  absolute 
basis.  But  it  is  necessary  for  the  purpose  of  this  study  to  evaluate  their 
contribution  to  the  instruction  of  public  school  students. 

A  basic  conclusion  is  reached  that  the  taxpayers,  the  parents  and 
the  public  at  large  have  a  right  to  know  what  portion  of  a  school 
budget  is  spent  for  instruction.  It  is  found  in  this  study  that  this 
information  is  not  now  readily  available.  A  remedy  for  this  situation 
is  suggested. 


(6) 


CONCLUSIONS 

1.  Education  is  both  the  most  costly  and  the  most  important  func- 
tion on  which  the  State  spends  money.  Apportionments  to  local  school 
districts  amount  to  25  percent  of  all  state  spending.  When  state  spend- 
ing at  other  educational  institutions — the  University  of  California,  the 
state  colleges  and  the  special  schools — is  taken  into  account,  the  pro- 
portion is  40  percent  of  all  state  outlay, 

2.  Education  is  a  growing  function  as  measured  by  state  dollars 
spent.  Apportionments  to  local  districts  increased  by  350  percent  from 
Fiscal  1946-47  to  Fiscal  1956-57.  (But  state  funds  amount  to  slightly 
less  than  half  of  all  funds  spent  on  public  schools  in  California.) 

3.  Apportionments  not  only  are  growing  but  are  accounting  for  a 
larger  share  of  each  dollar  the  State  spends.  Apportionments  amounted 
to  17  percent  of  all  state  spending  in  Fiscal  1946-47  and  to  25  percent 
in  Fiscal  1956-57. 

4.  With  such  rapid  growth,  assurance  must  be  sought  that  sound 
expansion  is  accomplished,  and  that  funds  are  used  effectively.  Al- 
though it  is  not  the  direct  purpose  of  this  study  to  question  the  quality 
of  education  in  California,  it  should  be  pointed  out  that  there  have 
been  findings,  that  the  effectiveness  of  the  California  public  schools 
has  deteriorated. 

5.  This  study  attempts  to  determine  the  proportion  of  current  ex- 
penses of  school  districts  used  for  actual  classroom  teaching.  It  appears 
that  only  slightly  more  than  half  these  expenses  consists  of  compen- 
sation for  teaching  in  the  classroom. 

6.  However,  accounting  procedures  as  prescribed  by  the  State  De- 
partment of  Education  and  practiced  by  school  districts  do  not  disclose 
amounts  spent  on  teaching  within  the  classroom, 

7.  Thus,  this  information  is  not  available  to  the  public  and  can  only 
be  ascertained  approximately  by  analysis  of  scattered  reports  and  by 
surveys  of  representative  districts, 

8.  Prior  to  1946,  districts  were  required  to  use  a  stated  minimum 
of  state  apportionments  for  salaries  of  teachers.  At  times  in  the  history 
of  the  State,  all  state  money  has  been  required  to  be  used  for  this 
purpose,  plus  a  portion  of  local  funds  (at  one  time,  60  percent). 

9.  Under  present  law,  85  percent  of  state  apportionments  are  re- 
quired to  be  used  for  salaries  of  certificated  personnel.  However,  the 
certificated  group  includes  school  employees  in  a  number  of  profes- 
sions and  occupations  other  than  teaching. 

10.  And  of  those  school  employees  holding  teaching  certification, 
many  are  assigned  duties  other  than  teaching  in  the  classroom, 

11.  With  the  decline  in  the  proportion  of  school  funds  used  for  sal- 
aries of  classroom  teachers,  there  has  been  an  increase  in  spending  for 
services  which  at  best  have  only  an  indirect  effect  on  the  imparting 
of  knowledge  to  students. 
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RECOMMENDATIONS 

1.  The  State  should  require  the  use  of  an  accounting  sj'stem  by  the 
school  districts  which  clearly  distinguishes  between  expenditure  of 
funds  for  classroom  teaching  and  expenditures  for  other  purposes. 

2.  In  the  interests  of  uniformity,  and  for  efficiency  and  economy, 
audits  of  school  district  accounts  should  be  performed  by  the  division 
of  audits  of  the  State  Department  of  Finance. 

3.  On  the  basis  of  the  recommended  accounting  system,  the  Legisla- 
ture should  examine  each  service  performed  in  the  schools  for  its  effec- 
tiveness and  for  its  contribution  to  the  educational  process. 

4.  Consideration  should  be  given  to  the  elimination  of  those  services 
in  the  schools  which  make  a  negligible  contribution  to  instruction,  or 
to  the  separate  financing  of  those  services  which  are  found,  nevertheless, 
to  be  worthwhile  for  other  purposes. 
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I.  EXPENDITURES  AND  PURPOSES 

The  State  of  California  is  spending  about  25  percent  of  its  entire 
budget  for  support  of  the  public  schools.  In  1956-57  the  Annual  Report 
of  the  State  Controller  showed  that  out  of  total  state  expenditures  of 
$1,833,702,178  no  less  than  $461,126,247  went  for  apportionments  to 
the  schools.  Moreover,  the  percentage  of  state  moneys  for  education  has 
been  gradually  climbing.  And  with  the  greater  demands  for  universal 
education,  a  trend  which  is  noticeable  not  only  in  the  United  States  but 
in  every  major  country  in  the  world  and  especially  the  U.  S.  S.  R., 
Communist  China,  India,  and  the  nations  of  Western  Europe  and 
Africa,  there  is  reason  to  believe  that  this  increase  will  continue.  Thus, 
while  the  United  States  was  not  primarily  concerned  30  years  ago  with 
educational  problems  as  a  part  of  foreign  policy,  today  competitive 
national  systems  which  do  not  believe  in  our  form  of  government  have 
threatened  our  very  existence  by  training  their  citizens  to  new  skills 
and  knowledges  in  public  school  systems  of  major  proportions.  If  any- 
thing, therefore,  it  must  be  expected  that  the  demands  on  state  funds 
for  education  will  increase  rather  than  be  stabilized  or  reduced. 

The  following  is  a  breakdown  of  California  apportionment  expendi- 
tures for  public  schools  since  1945-46  : 

Percentage 
Apportionments  Total  of  total 

Year  for  public  schools  revenues  revenues 

1956-57 $461,126,247  $1,833,702,178  25 

1955-56 435,489,203  1,577,747,605  27 

1954-55 398,193,752  1,433,850,717  27 

1953-54 367,015,830  1,271,117,697  28 

1952-53 280,944,120  1,152,299,091  24 

1951-52 239,969,138  1,085,909,319  22 

1950-51 214,653,175  1,019,239,372  21 

1949-50 199,418,284  839,172,144  23 

1948-49 185,787,370  787,614,498  23 

1947-48 173,521,609  727,684,213  23 

1946-47 103,323,620  609,518,563  17 

1945-46 96,157,328  498,796,411  19 

SOURCE:  Annual  Report  of  the  State  Controller. 

Although  there  are  fluctuations  from  year  to  year,  the  overall  rise 
in  percentage  of  total  state  expenditures  since  1945-46  is  6  percent. 
Moreover,  funds  supplied  by  the  State  are  an  increasing  share  of  total 
moneys  being  spent  for  education.  Today  the  State  is  matching  the 
moneys  raised  by  local  taxation  almost  dollar  for  dollar.  In  1956-57  the 
State  spent  49  percent  of  the  total  current  expenditures  for  education. 
The  Federal  Government  spent  around  3  percent  and  the  local  districts 
spent  48  percent.  Thus,  the  State  carries  the  greatest  share  of  the  costs 
of  governmental  units  for  education  and  if  the  present  trend  continues 
it  will  carry  a  heavier  burden. 

Every  facet  of  the  educational  program  has  grown  in  cost.  The 
expenditure  per  unit  a.d.a.  has  risen  from  $171.23  in  1945-46  to  over 
$320  in  1956-57.  The  county  service  fund  which  is  entirely  state  sup- 
ported has  spiralled  in  cost.  In  1933-34  a  little  over  one  million  dollars 
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was  spent  by  the  county  school  organization.  By  1940  the  amount  spent 
went  up  to  over  one  million  six  hundred  thousand  dollars.  By  1950  it 
jumped  more  than  seven  and  one-half  times  the  original  figure  to  over 
seven  million  dollars  and  in  1953-54  when  the  California  State  Depart- 
ment of  Education  issued  a  comprehensive  report  on  this  subject  the 
figure  was  at  the  11  million  dollar  mark. 

Since  1950-51  there  has  also  been  a  slow  but  perceptible  rise  in  the 
percentage  of  state  moneys  from  the  General  Fund  which  is  being  spent 
on  the  cost  of  instruction.  This  is  illustrated  by  the  following  table. 

Percent  of  money  given  Percent  of  money  given 

by  the  State  spent  on  ly  the  State  spent  on 

Year                                        the  cost  of  instruction  certificated  personnel 

1956-57 66.1  59.1 

1955-56    66.6  59.6 

1954-55    65.5  58.7 

1953-54    65.5  58.7 

1952-53    65.2  58.4 

1951-52    65.4  58.5 

1950-51    64  57 

The  rise  in  the  percentage  of  money  given  by  the  State  spent  on  the 
cost  of  tuition  and  on  certificated  personnel  is  2.1  percent  since  1950. 
But  this  does  not  necessarily  mean  that  these  increased  funds  accrued 
to  classroom  teachers. 

This  report  is  not  primarily  concerned  with  the  rise  in  the  cost  of 
education.  It  is  concerned  with  the  amount  of  money  that  the  State 
of  California  allocates  for  education.  If  the  State  of  California  pays 
the  greatest  share  of  the  cost  of  educating  its  children,  it  should  be 
concerned  also  in  how  this  money  is  spent.  No  agency  of  government 
should  allocate  funds  without  a  knowledge  of  the  efficiency  of  the 
expenditure.  This  report  is  concerned  with  one  aspect  of  this  expendi- 
ture, the  certificated  personnel  structure. 

This  is  not  a  new  point  of  view.  Public  moneys,  like  personal  incomes, 
need  to  be  spent  judiciously.  In  1934  the  California  Superintendent 
of  Public  Instruction  wrote  in  his  biennial  report :  ' '  Diligent  effort  has 
been  made  to  increase  the  efficiency  of  the  public  schools  *  *  *  to 
provide  a  more  economical  management  of  the  public  schools;  and  to 
render  to  the  public  a  more  complete  and  more  understandable  account- 
ing for  stewardship  than  has  heretofore  been  given."  (p.  13.)  And  10 
years  before  him  another  superintendent  stated :  "  In  practically  every 
country  of  the  world,  the  people  are  struggling  under  the  burden  of 
taxation  due  to  the  World  War.  *  *  *  There  is  therefore  a  demand, 
and  a  proper  demand,  that  every  unnecessary  public  expense  be  elim- 
inated and  that  expansion  in  governmental  works  be  curtailed  as  far 
as  possible.  In  the  light  of  the  demand  for  reduced  taxes,  every  agency 
of  government  is  called  upon  to  justify  its  expenditures.  If  an  expendi- 
ture cannot  justify  itself,  it  should  be  eliminated.  Educational  insti- 
tutions may  not  escape  such  a  test." 

II.  DEFINITIONS  AND  DIFFICULTIES 

There  are  two  general  classifications  of  employees  of  school  districts. 
The  first  class  is  usually  titled  classified.  The  second  class  is  listed 
either  certificated  or  credentialed.  The  classified  employee  of  a  school 
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district  is  distinguished  from  the  certificated  employee  principalh^  by 
the  fact  that  he  does  not  need  a  credential  authorizing  him  to  perform 
a  certain  function  by  the  State  of  California.  The  certificated  employee 
on  the  other  hand  cannot  perform  his  duty  without  a  state  authori- 
zation, although  since  World  War  II  many  employees  have  been  doing 
certificated  work  on  an  emergency  basis  after  an  authorization  by  the 
State  short  of  a  full  credential.  This  report  is  not  primarily  interested 
in  the  classified  employee.  However,  since  the  line  is  not  always  clear 
between  the  classified  and  the  certificated  employee,  a  list  follows  of 
the  most  commonly  held  classified  positions.  They  are :  clerks,  secre- 
taries, bookkeepers,  telephone  and  office  machine  operators,  custodians, 
maintenance  men,  gardeners,  cafeteria  workers,  engineers  and  building 
trades  employees  and  other  types  of  craftsmen.  The  larger  districts  have 
other  specialized  categories  such  as  draftsmen  and  architects,  building 
inspectors  and  the  like.  However,  the  above  list  includes  most  of  the 
kinds  of  classified  employees. 

The  certificated  employee  class  can  be  divided  into  two  major  sub- 
divisions. First,  employees  who  work  directly  with  children  in  the 
classrooms.  Second,  certificated  employees  who  are  not  teaching  in 
classrooms. 

It  is  not  always  easy  to  distinguish  between  the  classified  and  the 
certificated  employee.  School  districts  employ  individuals  who  are  per- 
forming the  same  type  of  work  from  both  of  these  categories.  The  best 
case  in  point  is  the  business  manager  of  the  school  district.  The  business 
manager  usually  concerns  himself  with  the  accounting  departments  of 
the  school  district.  Sometimes,  therefore,  accountants  are  employed  to 
do  this  work.  The  accountant  may  or  may  not  be  a  certificated  employee. 
More  often  than  not  he  is  not  certificated. 

If  it  is  difficult  to  divide  between  the  classified  and  the  certificated 
employee,  it  is  far  more  difficult  to  distinguish  between  the  terms 
"teacher"  and  "administrator."  The  Education  Code  indicates  that 
at  some  time  in  the  past  every  certificated  emploj^ee  in  the  district  bore 
the  title  "teacher."  But  there  presently  is  no  definition  on  the  state 
level  which  adequately  describes  what  a  teacher  or  an  administrator  is. 
The  two  terms  for  practical  purposes  are  used  interchangeably. 

There  should  be  a  clear  method  of  determining  which  persons  are 
actually  engaged  in  teaching  in  a  classroom  and  those  whose  work  is 
principally  outside  the  classroom.  School  district  budgets  and  payrolls 
do  not  make  this  clear  distinction. 

Usually  the  budgets  draw  the  line  between  the  central  office  building 
and  the  school.  Thus  on  form  J-41,  page  six,  the  form  prepared  for  local 
district  use  by  the  California  State  Department  of  Education,  expend- 
itures of  the  General  Fund  are  listed  in  Section  IV.  A  section  of  the 
form  is  here  produced : 
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PART   ONE-GENERAL    FUND-Continued 

IV  EXPENDITURES  AND  TRANSFERS 

Col.l 
1957-58  Col.  2 

Actual,  or  1958-59 

Estimated  Budget 

1.  Administration 

Salaries  and  wages 

Other  expense 


Total 


Instruction 

2a.  Certificated  salaries  of  instruction. 

2b.  Other  salaries  of  instruction 


Many  of  these  budgets  have  been  analyzed.  Invariably  the  dividing 
line  between  1  and  2  is  between  the  "downtown"  or  central  office  and 
the  schools.  Thus  the  superintendent  and  his  immediate  subordinates 
working  from  his  office  as  the  base  constitute  "Administration." 
Instruction  therefore  includes  all  teachers  who  work  in  the  classroom, 
all  counsellors,  all  deans,  all  vice  principals,  librarians — in  fact  all 
certificated  salaries  with  the  exception  of  the  superintendent  and  his 
staff. 

Although  most  laymen  consider  the  principal  of  a  high  school  to  be 
an  "administrator"  no  such  distinction  can  be  drawn  from  a  perusal 
of  the  budget. 

District  payrolls  do  list  teachers  and  principals  separately.  However, 
this  does  not  solve  the  problem  of  distinguishing  between  the  teacher 
engaged  in  classroom  work  and  the  certificated  employee  not  employed 
in  a  classroom.  For  one  thing,  the  principal  may  or  may  not  be  teaching 
a  class.  Sometimes  the  principal  is  listed  as  a  "teaching  principal."  But 
even  this  listing  causes  difficulties.  It  still  is  not  known  whether  he  is 
teaching  one  hour  a  daj^  or  six;  whether  he  is  only  substituting  on 
occasion  in  a  teaching  capacity;  or  whether  he  is  so  listed  because  he 
engages  in  supervision  during  noon  duty.  In  the  study  of  payrolls  a  few 
listings  of  counseling  were  found.  Counseling  activities  are  nonclass- 
room  activities,  but  payrolls  offer  list  them  as  teachers.  One  large  dis- 
trict was  asked  about  this  practice.  The  answer  indicates  the  difficulty 
of  receiving  a  clear  reply  for  budget  analysis :  ' '  Individual  counseling 
at  the  secondary  level  is  provided  for  the  most  part  by  our  English- 
Social  Studies  double-period  teachers.  We  do  have  in  addition,  the  posi- 
tion of  boys'  adviser,  girls'  adviser,  and  guidance-attendance  adviser 
who  perform  some  of  these  functions. 

"There  are  a  total  of  nine  positions  in  this  classification  and  their 
total  annual  salary  is  $54,700. ' ' 

Another  letter  reads:  "To  the  extent  that  class  size  is  not  seriously 
affected,  a  principal  may  assign  teachers  to  nonteaching  duties  within 
the  needs  of  the  school.  Counseling  time  for  individual  counseling  is 
included  among  these  assignments.  Counseling  programs  vary  within 
the  district." 

From  the  first  letter  it  still  cannot  be  determined  whether  the  double- 
period  teachers  are  ever  withdrawn  temporarily  from  the  class  for 
counseling  purposes.  In  the  second  letter,  no  estimate  can  be  made  of 
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the  cost  to  the  district  for  certificated  personnel  in  this  category  outside 
of  the  classroom. 

Counseling  services  are  not  the  only  services  which  draw  teachers 
from  the  classroom.  Teachers  may  be  assigned  for  one  or  more  periods 
to  many  other  duties.  The  duties  may  be  keeping  order  in  the  halls, 
playground  supervision,  clerical  duties,  locke.r  supervision,  bus  super- 
vision, curriculum  study,  research,  chairmen  of  departments,  audio- 
visual care  and  a  host  of  other  such  performances.  These  services  added 
up  in  a  school  district  seem  to  run  as  high  as  5  percent.  An  intensive 
study  of  one  school  indicated  in  excess  of  15  hours  a  day  of  such 
assigned  time  in  a  staff  of  50  certificated  classroom  teachers,  the  equiva- 
lent of  withdrawal  from  teaching  of  three  full-time  teachers. 

These  are  some  of  the  problems  met  in  an  attempt  to  analyze  dis- 
trict budgets  and  to  establish  ratios  between  certificated  personnel  who 
are  working  inside  the  classroom  and  certificated  personnel  who  are 
working  outside  the  classroom.  The  use  of  the  word  "administration" 
will  be  avoided  because  of  difficulty  of  definition.  Instead  the  terms 
Certificated  Personnel  Inside  the  Classroom,  to  be  referred  to  as  CPIC, 
and  Certificated  Personnel  Outside  the  Classroom  (CPOC)  will  be 
used. 

III.  GROWTHS  AND  PERCENTAGES 

Since  1920  certainly,  and  probably  from  an  earlier  date,  the  CPOC 
staff  has  been  increasing  at  a  faster  rate  than  the  CPIC  staff.  It  is  diffi- 
cult to  compile  figures  for  periods  prior  to  1950.  There  had  been  very 
little  interest  previous  to  this  time  in  differentiating  between  CPIC 
and  CPOC.  However,  the  State  Superintendent's  reports  indicate  that 
in  1922-23  there  were  approximately  1,055  CPOC  and  24,181  CPIC. 
Thus  the  ratio  is  about  1  CPOC  for  every  24  CPIC.  This  is  about  4 
percent  of  the  CPIC.  By  1935-36  the  ratio  rose  to  1  CPOC  to  18  or 
about  5  percent  of  the  CPIC.  In  1950  the  figure  jumped  to  a  ratio 
of  about  1 :  8.5  and  13.2  percent.  In  1957-58  the  figure  climbed  even  fur- 
ther to  1 : 7.2  or  about  13.9  percent. 

The  following  table  indicates  the  growth.  The  sources  are  the  super- 
intendent's biennial  reports  and  the  State  Department  of  Education 
publications  on  salaries  of  certificated  personnel. 

Tear  CPIC  CPOC 

1957-58  101,661  14,176 

1956-57  94,157  13,570 

1951-52  65,862  8,732 

1950-51  61,617  8,226 

1935-36  36,471  2,022 

1933-34  36,128  1,486 

1931-32  37,801  1,607 

1929-30  37,002  1,509 

1927-28  34,058  1,485 

1926-27  32,943  1,436 

1922-23  24,181  1,055 

These  figures  should  be  taken  with  some  reservations.  Since  1950  the 
Research  Department  of  the  State  Department  of  Education  has  listed 
eo-ordinators,  supervisors,  principals,  vice  principals,  department  heads, 
deans,  librarians,  counselors,  psychologists,  nurses  and  directors  in  its 
booklets  titled  Salaries  of  Certified  Employees  in  California  Public 
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Schools.  Prior  to  1946  the  superintendent's  biennial  reports  did  not 
give  such  a  complete  listing.  Supervisors,  superintendents,  principals, 
and  vice  principals  have  been  listed  since  1922-23.  But  some  of  the 
other  categories  are  missing.  These  facts,  however,  are  offset  by  other 
facts.  Generally  speaking,  the  number  of  counsellors,  deans,  psycholo- 
gists, nurses,  etc.,  were  insignificant  25  years  ago.  On  balance  the  fig- 
ures are  fairly  accurate  and  they  do  indicate  a  trend.  This  trend  shows 
that  the  CPOC  increase  is  going  on  at  a  much  faster  ratio  than  the 
CPIC  increase.  The  CPOC  numbers  have  increased  14  times  since 
1922  whereas  the  CPIC  increased  only  four  times.  Thus  the  classroom 
teacher  increase  has  not  been  going  up  as  rapidly  as  the  increase  in 
staff  personnel  outside  the  classroom. 

It  is  not  known  exactly  how  much  released  time  and  minor  duties 
which  take  teachers  away  from  the  classroom  must  be  added  to  these 
figures.  However,  it  appears  certain  that  the  ratio  of  CPOC  to  CPIC  in 
the  State  of  California  is  considerably  lower  than  the  figure  1 :7.2  which 
these  statistics  indicate. 

A  recent  national  survey  shows  that  the  trend  for  the  CPOC  group 
to  grow  more  rapidly  than  the  CPIC  group  is  not  peculiar  to  California. 

From  1951  to  1955  the  superintendents,  assistant  superintendents 
and  other  administrative  staff  members  in  100  of  the  largest  city  school 
systems  in  the  United  States  grew  24.5  percent  (Preliminary  Statistics 
of  City  School  Systems,  Circular  No.  522,  U.  S.  Department  of  Health, 
Education,  and  Welfare).  The  same  source  shows  that  the  supervisor 
figure  went  up  15.3  percent  and  that  the  principal  figure  went  up  5.4 
percent.  At  the  same  time  the  teaching  staff  went  up  only  8.3  percent. 
Thus  with  the  exception  of  the  principal,  CPOC  went  up  at  a  faster 
clip  than  the  teaching  force. 

IV.  PERSONNEL  RATIOS  AND  BUDGET  PERCENTAGES 

In  order  to  calculate  the  CPOC: CPIC  ratio  and  also  to  determine 
how  much  of  the  budget  is  being  spent  for  CPOC,  a  random  group  of 
districts  was  selected  for  study. 

In  1956-57  the  number  of  elementary  districts  was  1,497;  the  number 
of  high  school  districts,  232 ;  junior  college  districts,  26 ;  and  unified 
districts  95,  for  a  total  of  1,850.  The  sample  included  these  unified 
districts : 

A.D.A.  A.D.A. 

San  Francisco 92,160  Vallejo 14,057 

San  Diego    82,530  Pasadena  City 11,182 

Long  Beach 70,687  South  San  Francisco--     7,657 

Oakland    60,376  Corona  City 4,780 

Fresno 34,505  Pacific  Grove 2,852 

Sacramento 32,241  Piedmont 2,324 

Stocliton    27,620  Paradise   (Butte 

San  Jose 23,754  County)     1,502 

Torrance 22,220  Calipatria  (Imperial 

Berkeley    16,040  County)     672 
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Elementary  Districts 


A.D.A. 

Bal^ersfield    19,112 

Redwood  City 10,343 

East  Whittier  City 

(LA)   9,682 

Hayward 7,255 

Cajon  Valley  Union 

(San   Diego)    6,556 

Oxnard  (Ventura)  ___  4,719 
Merced   City    (Merced)      4,332 

Alamitos  (Orange) 3,678 

Washington  Union 

(West  Sacramento)-     3,102 


A.D.A. 

Oroville  City    (Butte) _  2,153 

Yuba   (Yuba  City) 1,934 

Petaluma  City 

(Sonoma)    1,666 

Firebaugh  Joint 

(Fresno)     1,059 

Los  Banos   988 

Carpinteria    Union 724 

Rio  Dell    (Humboldt)  _  576 

Big   Bear   Lake 401 


A.D.A. 

Kern  County  Joint 
Union   (Grades  9-14) 
(Bakersfield)    14,541 

Ventura  Union  (Grades 

7-14)    5,502 


High  Schools 


A.D.A. 
Chico  City  (Grades 

7-12)    2,877 

Gilroy  Union   (Grades 

9-12)    688 

Needles  Union  (Grades 

7-12)    540 


Junior  College  Districts 
A.D.A. 

Fullerton    (Orange)    __     3,207  Yuba    

San  Mateo 3,193  Santa   Maria 

Modesto 2,716 


A.D.A. 

978 
440 


Districts  were  selected  on  three  bases :  1.  According  to  size  to  include 
examples  of  small,  medium,  and  large  districts.  2.  According  to  geog- 
raphy to  include  districts  in  all  sections  of  the  State.  3.  According  to 
types  of  district — unified,  high  school,  elementary  and  junior  college. 
In  order  to  find  out  CPOC:CPIC  ratios,  tabulations  were  first  made 
from  the  schools.  The  following  A.D.A. 's  correspond  to  the  districts: 
Elementary  Districts  A.D.A. 

A 3,678 

B 10,343 

C  19,112 

Unified  Districts 

D 672 

E  4,780 

F  16,040 

G 34,505 

H 82,530 

One  hundred  ninety  elementary  schools  averaged  out  1 :  10  CPOC : 
CPIC. 

A  wide  range  in  practices  can  be  noted.  Some  elementary  schools 
have  nurses  in  the  schools.  Other  districts  provide  no  school  service  of 
this  sort  but  have  a  roving  crew  which  works  on  referral.  There  is  no 
connection  between  the  size  of  the  district  and  the  number  of  nurses 
employed.  The  impact  of  the  nurse  listing  in  the  school  increases  the 
CPIC :  CPOC  substantially. 

In  these  districts  33  junior  high  schools  averaged  1 : 8.  Separate  ele- 
mentary schools  maintaining  seventh  and  eighth  grades  averaged  1 : 9 
and  27  high  schools  averaged  slightly  in  excess  of  1:6.  Four  junior 
colleges  averaged  in  excess  of  1 : 5.  These  ratios  do  not  include  released 
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time  which  will  lower  this  ratio  from  one  to  two  points.  This  com- 
parison bears  out  the  state  average  figures  of  1 :  7.2  and  the  assumption 
that  the  state  average  will  be  somewhere  between  1 : 5  and  1 : 6  taking 
into  account  the  factors  left  out  of  the  state  averages. 

Salaries  of  clerks  in  the  schools,  as  distinguished  from  clerks  in 
central  offices,  are  listed  as  instructional  salaries  in  the  accounting 
manual  of  the  State  Department  of  Education.  There  is  a  definite  rela- 
tionship between  the  CPOC  and  the  clerical  staff.  Usually  clerks  are 
assigned  to  CPOC.  Thus  the  principal  of  the  school  may  have  a  clerk, 
the  vice  principal,  the  dean  or  the  counsellor. 

The  pattern  in  the  elementary  schools  is  to  provide  one  secretary  or 
clerk  for  each  principal,  if  he  is  the  only  CPOC  employed.  Sixty-one 
schools  in  these  districts  have  this  setup.  Twenty-six  schools  have  two 
CPOC  for  every  clerk.  Three  schools  have  three  CPOC  for  every  clerk. 

In  the  junior  high  schools  these  ratios  were  found : 

1.5  CPOC  to  1  clerk  —3  schools 
2  CPOC  to  1  clerk  —3  schools 

2  CPOC  to  2  clerks— 3  schools 

3  CPOC  to  3  clerks— 7  schools 

Other  ratios  are  4  clerks:  7  CPOC;  6  clerks:  11  CPOC.  The  clerical 
staff  is  averaging  between  1  and  2  CPOC  for  every  clerk  employed. 
In  the  senior  high  schools  these  figures  were  found:  The  first  figure 
represents  the  number  of  clerks.  The  second  is  the  CPOC  in  that 
school. 


4:9      - 

— 2  schools 

5:10    - 

— 1  school 

5:11    - 

— 1  school 

4:7     - 

— 1  school 

5:8      ■ 

— 1  school 

6:11.5- 

— 1  school 

9:13    - 

— 1  school 

7:10   ■ 

— 1  school 

6:8.5  ■ 

— 2  schools 

5:7.5  ■ 

— 1  school 

4:6 

— 1  school 

4:6.5 

— 1  school 

2:3 

— 1  school 

4:5 

— 1  school 

5:5 

— 1  school 

6:6 

— 1  school 

5:4 

- — 2  schools 

10:9 

— 1  school 

13:12 

— 1  school 

14:12.5 

— 1  school 

Altogether  there  are  132  clerks  in  23  schools  for  182  CPOC.  This  is 
less  than  1.5  CPOC  per  clerk. 

In  the  junior  colleges  there  are  more  clerks  than  there  are  CPOC. 
The  first  figure  represents  the  number  of  clerks.  The  second  represents 
the  CPOC. 

19:20 
24:11.5 
5:9 
29.5:22 


Clerks—  77.5:61.5  CPOC 

The  average  for  a  district  will  be  lower  than  school  averages  because 
of  the  presence  of  the  central  administrative  staffs.  Actually  the 
research  figures  on  this  subject  issued  by  the  State  Education  Kesearch 
Division  are  adequate.  The  state  average  in  1956-57  was  3.9  percent. 
Most  districts  are  averaging  around  between  3  and  4.5  percent  for 
administration.  The  elementary  state  average  in  1956-57  was  4.2  per- 
cent. The  state  high  school  average  for  1956-57  was  3.7  percent.  In 
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effect  this  lowers  the  CPOCrCPIC  ratio.  The  following  chart  gives 

some  district  averages  for  1957-58  : 

District                                           1956-51  District 

type                       District           A.D.A.  CPIG  CPOC  average 

Unified H                 82,530  3,025  499  1:6 

Elementary J                    9,682                   317  53  1:6 

Unified F                 16,040                   525  123  1:4.5 

Unified G                 11,182  1,131.5  282.5  1:4 

Unified H                 22,220                   736.5  120  1:6.1 

This  does  not  include  released  time  which  has  been  calculated  as 
between  3  and  5  percent  of  district  spending  for  current  expenses. 

To  summarize,  of  all  current  expenses  of  all  school  districts  in  the 
1956-57  Fiscal  Year,  64.1  percent  was  spent  for  "teachers'  salaries,"  as 
that  term  is  used  by  the  State  Department  of  Education.  (Average 
Daily  Attendance  and  Selected  Financial  Statistics  of  California  School 
Districts,  1956-57.)  The  schools  in  the  same  year  spent  7.6  percent  of 
current  expenses  for  "other  instructional  expenses." 

Thus  instructional  expenses  in  the  State  of  California  totalled  71.7 
percent  of  total  current  expenses.  Now  exactly  what  does  this  figure 
71.7  percent  represent?  Referring  again  to  the  State  Department  of 
Education  budget  form  No.  J-41,  page  6,  it  will  be  noted  that  instruc- 
tion is  divided  into  three  major  categories : 

2a     Certificated  Salaries  of  Instruction 
2b     Other  Salaries  of  Instruction 
2c     Other  Expenses  of  Instruction 

Bulletin  No.  2  Volume  XX  of  the  California  State  Department  of 
Education,  California  School  Accounting  Manual,  gives  a  breakdown 
of  2a,  2b,  and  2c.  2a  includes  all  salaries  of  instruction  including  CPOC 
and  CPIC.  2b  includes  salaries  of  all  noncertificated  personnel  "  *  *  * 
rendering  service  in  connection  with  the  instructional  program."  In 
fact  this  would  include  practically  every  clerk  in  the  school.  2c  includes 
all  the  ink,  paper,  maps,  all  supplies  for  classroom  instruction.  Text- 
books, supervisors'  office  expense,  diplomas,  audio-visual  projectors, 
traveling  expenses  for  CPOC  are  all  included  in  this  category. 

The  64  percent  figure,  then,  is  the  better  and  more  accurate  figure  to 
describe  the  amount  paid  out  for  salaries  of  certificated  personnel.  Some 
comment  is  in  order  on  the  expense  of  administration  in  the  schools 
required  to  be  listed  under  Item  1  of  Section  IV,  under  the  State  De- 
partment of  Education  manual. 

The  accounting  manual  asks  superintendents  to  list  under  this  cate- 
gory salaries  of  administrators  and  other  school  officials,  their  clerical 
staffs,  legal  expenses,  election  expenses,  audits,  appraisals,  surveys,  re- 
search, accounting  department  salaries,  purchasing,  supervision  of 
classified  employees  from  the  central  office,  personnel  work,  housing  for 
administrative  officials,  statistical  publications  and  publicity.  Thus  the 
state  average  of  3.9  percent  reflects  a  variety  of  administrators'  ex- 
penses. 

This  item  is  added  to  the  salary  and  expense  items  as  follows : 

64.1%     CPOC    and    CPIC    salaries 
7.6%     Other  expenses  of  instruction 
3.9%     Administrators'  expenses 

75.6%     Total 


18  REPORT  ON  COST  OF  CLASSROOM   INSTRUCTION 

To  determine  the  amount  of  money  spent  inside  the  classroom  it  is 
necessary  to  subtract  the  7.6  percent,  giving  a  figure  of  68  percent. 
Assume  that  about  one-half  of  the  3.9  percent  or  2  percent  includes  the 
salaries  of  certificated  personnel  in  the  central  office.  Subtracting  the 
remainder  gives  a  final  figure  of  66  percent.  This  figure  represents  both 
CPIC  and  CPOC.  The  next  step  is  to  subtract  the  CPOC  from  the  66 
percent. 

First  it  must  be  determined  what  portion  of  the  66  percent  can  be 
attributed  to  CPOC.  Referring  to  the  table  on  page  20,  Section  V,  the 
number  of  CPOC  in  all  districts  of  the  State  in  1957-58  was  14,176. 
These  figures  are  the  State  Department  of  Education  figures  and  do 
not  include  the  more  intensive  breakdowns  developed  here.  However 
much  the  figure  is  larger  than  14,176,  it  is  certain  that  this  is  a  mini- 
mum, not  a  maximum,  number. 

However,  the  number  14,176  must  be  given  a  value  in  determining 
the  share  of  all  current  expenses  of  school  districts  being  spent  on 
teachers  in  the  classroom.  A  spot  check  on  average  salaries  paid  to 
teachers  as  compared  with  those  paid  to  other  certificated  personnel  in- 
dicates that  the  CPOC  number  should  be  multiplied  by  1.25  to  give  an 
average  salary  for  this  group. 

For  instance,  the  CPOC  group  included  approximately'  1,600  nurses 
who  had  a  median  salary  of  $5,663.  The  median  salary  of  all  teachers  in 
all  districts  was  not  significantly  different,  amounting  to  $5,585.  School 
principals  and  county  supervisors  appeared  to  have  the  top  salaries  in 
the  CPOC  group.  The  median  salaries  for  these  positions  were,  respec- 
tively, $8,711  and  $8,943  for  elementary  schools  and  $10,347  and  $8,943 
in  the  secondary  schools. 

A  simple  computation  shows,  then,  that  the  CPOC  group  receives 
9.8  percent  of  total  current  expenses  of  school  districts.  Deducting  this 
from  66  percent  results  in  the  percentage  of  56.7  as  the  share  of  school 
district  current  expenses  going  for  the  salaries  of  teachers  actually 
engaged  in  classroom  teaching. 

Also  to  be  taken  into  account,  however,  in  determining  the  effective 
expense  of  classroom  teaching  is  the  amount  of  "released  time."  This 
is  the  time  spent  by  teachers  at  such  tasks  as  hall  duty,  part-time  coun- 
seling, or  supervising  student  meetings,  in  lieu  of  carrying  a  full  teach- 
ing load.  It  is  estimated  that  as  a  statewide  average  about  5  percent  of 
potential  teaching  time  is  lost  as  a  result  of  this  practice. 

Thus,  the  percentage  of  current  expenses  of  school  districts  actually 
spent  for  teaching  in  classrooms  is  reduced  to  51.2  percent,  or  barely 
over  half  of  current  expense. 

A  double  check  was  made  to  determine  if  the  statewide  ratio  between 
the  numbers  in  the  CPIC  and  CPOC  groups  held  up  for  individual  dis- 
tricts. Of  the  total  salaries  of  both  groups  in  all  districts,  it  should  be 
pointed  out,  the  CPOC  group  received  14.9  percent. 

A  group  of  districts  was  asked  to  report  expenditures  for  CPIC  and 
CPOC  salaries.  Returns  from  25  districts  are  tabulated  below.  Column 
I  is  average  daily  attendance ;  Column  II  is  CPOC  salaries ;  Column  III 
is  CPIC  salaries ;  Column  IV  is  CPOC  plus  CPIC ;  and  Column  V  is  the 
CPOC  percentage  of  total  salaries. 
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ELEMENTARY  DEST.'iECTS 

nistrict  I                     II  III 

A 576  $1,079  $9,560 

B 724      ],150  12,465 

G 988      2,471  15,125 

D 1,059      1,766  15,192 

B 1,934      3,785  3,260 

F 2,153      8,025  36,643 

G 3,102  13,918  67,399 

H 3,678  13,533  59,742 

I 4,332  12,057  75,879 

J 4,719  18,807  79,082 

K 6,556  15,121  113,177 

L 7,255  22,370  132,874 

M 9,682  30,661  137,600 

N 19,112  49,620  283,032 


IV 


$10,039 

10% 

13,616 

8.4 

17,596 

12 

16,958 

10 

7.045 

12 

44,668 

18 

81,318 

17 

73,275 

17 

87,937 

14 

97,890 

19 

128,298 

12 

155,244 

15 

168,261 

18 

332,653 

15 

UNIFIED    DISTRICTS 

District                        I                        II                         III  IV                      V 

O    672                 $1,620                  $13,198  $14,818               11% 

P    1,562                   3,139                    32,425  35,564                 9% 

Q    2,852                   9,060                    46,395  55,456               16% 

R    4,780                 14,517                    97,740  112,257               13% 

S     14,057                 57,226                  247,453  304,679               19% 

T    16,040                 55,896                  251,193  307,089               18% 

U    22,220                48,809                  400,072  448,881               11% 

V    23,754                 91,774                  445,837  537,612               17% 

W 60,376              227,059               1,172,529  1,399,589               16% 

HIGH   SCHOOL    DISTRICTS 

X    688                   3,074                    19,530  23,664               13% 

y    14,541                 51,666                  349,863  401,530               12% 

The  smaller  districts  do  not  spend  as  much  for  CPOC  as  do  larger 

districts.  Part  of  the  reason  for  this  is  that  the  county  superintendents 

service  them.  Districts  under  900  are  serviced  by  the  county  through 

the  State  County  Service  Fund.  Many  of  the  smaller  districts  obtain 
this  service  on  a  contractual  basis.  Neither  of  these  two  factors  are 
reflected  in  the  payroll. 


V.  THE  CPOC:  H!S  ROLE  IN  THE  SCHOOL  STRUCTURE 

In  this  section,  an  attempt  will  be  made  to  describe  the  various  func- 
tions and  duties  of  the  CPOC  group.  This  does  not  present  a  problem 
for  CPIC  because  teachers  in  the  classroom  do  one  basic  job,  i.e.,  teach 
children  through  methods  of  classroom  instruction.  Although  these 
methods  vary,  and  although  the  number  of  students  in  the  classroom 
varies,  all  teachers  have  to  deal  with  numbers  of  students  in  one  room. 
Meeting  with  pupils  all  day  outside  the  classroom  is  not  teaching.  Teach- 
ing is  the  prospect  of  facing  a  group  of  students  at  stated  times  for 
the  purpose  of  imparting  an  organized  body  of  knowledge  in  some 
orderly  fashion.  Thus  the  teacher  must  not  only  face  the  classroom 
which  has  students,  but  the  teacher  must  follow  some  organized  plan 
and  also  deal  with  a  well-ordered  subject  matter  lesson.  All  these  fac- 
tors go  into  the  definition  of  what  is  a  classroom  teacher.  Teaching 
does  not  consist  of  conferences,  although  conferences  may  be  included 
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in  teaching;  nor  does  it  consist  of  student  body  meetings,  althougli 
these  might  be  made  a  limited  part  of  the  teaching  procedure. 

It  is  much  more  difficult  to  define  CPOC.  Part  of  the  reason  for  this 
is  the  growth  of  this  group,  and  the  inclusion  in  the  schools  of  so  many 
functions  which  did  not  exist  there  a  generation  or  two  ago.  A  glance 
at  a  system  which  has  an  ADA  approximating  85,000  will  indicate 
what  is  meant.  The  central  staff  consists  of  the  following  different 
certificated  classes.  There  is  no  reference  in  this  chart  to  the  number 
of  employees  in  the  class.  For  instance,  there  are  six  teacher  consult- 
ants in  the  primary  grades,  six  in  the  upper  grades,  and  three  in  the 
gifted. 

1.  Audiometrist 

2.  Audiologist 

3.  Administrative  Business  Manager 

4.  Administrative  Assistant 

5.  Area  Employment  Counselor 

6.  Assistant  Director  of  Guidance 

7.  Assistant  Director  of  Personnel 

8.  Assistant  Director  of  Research 

9.  Assistant  Superintendent  in  Charge  of  Instruction 

10.  Assistant  Superintendent  in  Charge  of  Elementary  Schools 

11.  Assistant  Superintendent  and  Business  Manager 

12.  Assistant  Superintendent  in  Charge  of  Post  High  School  Educa- 
tion 

13.  Assistant  Supervisor  of  Art 

14.  Assistant  Supervisor  of  Conversational  Spanish 

15.  Assistant  Supervisor  of  Audio  Visual  Services  (secondary) 

16.  Assistant  Supervisor  of  Audio  Visual  Services  (elementary) 

17.  Assistant  Supervisor  of  Music 

18.  Assistant  Supervisor  of  Physical  Education 

19.  Assistant  Supervisor  of  Adult  Education 

20.  Assistant  Supervisor  of  Homemaking  in  Adult  Education 

21.  Associate  Superintendent 

22.  Associate  Director  of  Personnel 

23.  Clinical  Psychologist 

24.  Clinic  Co-ordinator 

25.  Co-ordinator  of  Recruitment  Training  Program 

26.  Co-ordinator  of  Conservation  and  Thrift  Education 

27.  Co-ordinator  of  Vocational  Guidance 

28.  Co-ordinator  of  Secondary  Gifted  Program 

29.  Co-ordinator  of  Junior  Employment 

30.  Chief  Librarian 

31.  Director  of  Public  Information 

32.  Director  of  Child  Care  Services 

33.  Director  of  Guidance 

34.  Director  of  Personnel 

35.  Director  of  Research 

36.  Director  of  Instructional  Aids 

37.  Director  of  Adult  and  Extension  Education 

38.  Director  of  Health  Education 

39.  Director  of  Special  and  Adjustment  Education 


REPORT  ON   COST   OF   CLASSROOM   INSTRUCTION  21 

40.  Director  of  Music 

41.  Director  of  Instruction 

42.  Dental  Hygienist 

43.  Editorial  Assistant 

44.  Family  Life  Educators 

45.  Guidance  Workers  and  Consultants 

46.  Home  Teachers 

47.  Instrumental  Music  Teachers 

48.  Lip  Reading  Teachers 

49.  Nurse 

50.  Public  Information  Assistant 

51.  Psychiatrist 

52.  Psychiatric  Social  Workers 

53.  Psychometrists 

54.  Physicians 

55.  Personnel  Retirement 

56.  Research  Assistant 

57.  Research  Librarian 

58.  Superintendent 

59.  Supervisor  of  Child  Care  Services 

60.  Supervisor  of  Nurses 

61.  Supervisor  of  Art 

62.  Supervisor  of  Business  Education 

63.  Supervisor  of  Homemaking 

64.  Supervisor  of  Industrial  Arts 

65.  Supervisor  of  Physical  Education 

66.  Supervisor  of  Elementary  Education 

67.  Supervisor  of  Primary  Education 

68.  Supervisor  of  Secondary  Education 

69.  Speech  Therapists 

70.  Traveling  Teachers 

71.  Teacher  Consultants  (Library) 

72.  Teacher  Consultants  (Gifted  Children) 

73.  Teacher  Consultants  (Primary  Grades) 

74.  Teacher  Consultants  (Upper  Grades) 

75.  Visiting  Teachers 

Not  all  of  these  classes  can  be  considered  as  CPOC.  Home  teaching 
is  a  service,  although  an  expensive  service  because  of  the  low  pupil- 
teacher  ratio,  given  by  the  districts  to  students  who  are  unable  to 
attend  regular  classes.  Instrumental  music  teachers,  working  out  of  the 
central  office  as  their  home  base,  are  classroom  teachers.  The  same  can 
be  said  for  lipreading  teachers  and  visiting  teachers. 

A  comment  is  in  order  about  those  certificated  persons  whose  func- 
tion is  to  examine  students  for  physical  or  mental  defects,  or  in  emer- 
gencies for  injuries.  This  function  is  diagnostic,  and  in  theory  the  diag- 
nosis is  intended  only  to  determine  if  the  student  has  a  defect  or 
ailment  which  interferes  with  his  ability  to  learn  under  classroom 
conditions.  In  most  districts,  the  records  of  the  tests  performed  and 
the  difficulties  found  are  turned  over  to  a  counselor  for  relay  of  perti- 
nent material  to  the  teacher. 
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Meanwhile,  any  treatment  of  the  difficulty  itself  must  be  given 
by  a  private  practitioner.  The  school  personnel  is  not  allowed  to  give 
treatment. 

The  number  of  persons  employed  to  perform  these  health  and  aux- 
iliary services  has  grown  rapidly  in  the  past  30  years.  In  spite  of  this 
rapid  growth,  no  standards  for  completeness  of  service  have  been 
established.  Some  districts  have  audiometrists ;  others  do  not.  Some 
districts  (Culver  Cit}^  for  example)  give  every  student  a  thorough 
physical  examination  for  diagnostic  purposes.  This  examination  may 
take  the  services  of  an  M.D.  from  30  minutes  to  an  hour.  The  purpose 
here  is  not  to  question  the  value  of  these  services,  but  to  question 
whether  there  is  duplication  of  privately  available  services,  and  to 
question  whether  moneys  ostensibly  intended  for  instruction  are  not 
being  diverted. 

If  the  schools  had  unlimited  funds  or  if  the  State  believed  in  social- 
ized medicine  our  entire  outlook  would  be  different.  The  country  of 
Denmark  has  a  resident  doctor  in  each  school.  So  does  Russia.  But 
these  doctors  are  able  to  treat.  These  states  have  forms  of  socialized 
medicine.  There  need  be  no  duplication  outside  of  the  schools  in  these 
states. 

Turning  from  the  central  office  to  the  schools,  the  following  classes 
are  discernible  in  the  CPOC  class.  The  district  cited  below  has  about 
85,000  a.d.a.  Other  districts  have  other  names  but  in  general  the 
functions  are  the  same.  Thus,  some  professors  of  administration  have 
been  attempting  to  drop  the  title  of  dea7i  in  the  high  school  level.  So 
a  school  may  have  a  vice  principal  in  charge  of  pupil  personnel  instead 
of  a  dean.  But  the  employee  usually  does  the  same  kind  of  work. 

1.  Administrative  assistant  (usually  like  a  vice  principal  who 
assists  the  principal  in  details  such  as  providing  for  substitute 
teachers,  programming  of  teacher  schedules,  getting  instructional 
aids,  etc.). 

2.  Co-ordinators  (usually  on  the  junior  college  level  such  as  co- 
ordinators of  merchandising,  of  vocational  education,  etc.). 

3.  Deans — on  the  high  school  level  they  usually  work  with  student 
personnel  problems  (mostly  discipline).  On  the  junior  college 
level  we  have  deans  of  extended  day,  deans  of  business  affairs, 
deans  of  education,  deans  of  student  personnel,  deans  of  techni- 
cal education. 

4.  Counselors — all  levels  (area  employment  counselors  and  other 
specialized  types  are  coming  in  the  schools). 

5.  Librarians. 

6.  Nurses. 

7.  Principal. 

8.  Vice  principal. 

9.  Substitute  principal. 

10.  Advisory  teacher  intern  program  (to  help  train  interns  who 
are  coming  into  the  schools.  These  students  are  like  apprentices 
and  are  being  employed  by  many  school  districts  allowing  the 
student  to  extend  his  practice  teaching  to  a  whole  semester.  They 
are  paid  less  than  regular  teachers  since  they  have  not  yet 
received  their  credentials). 
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This,  then,  is  a  fairly  good  representation  of  the  scope,  types,  and 
variations  in  the  CPOC  class. 

The  supervisorial  class  is  identified  most  closely  with  the  work  of 
the  classroom  teacher.  In  its  simplest  form  it  can  be  considered  to  be 
the  managerial  class.  The  members  of  this  class  evaluate  the  services 
of  the  classroom  teacher.  More  than  any  other  group  in  the  schools 
they  have  to  do  with  the  employment  or  dismissal  of  the  classroom 
teaching  personnel.  Secondly,  they  have  by  far  the  greatest  say  in  the 
policymaking  in  the  school  system.  Thirdly,  they  have  the  authority 
to  make  teacher  assignments.  Fourthly,  the  boards  of  education  hold 
the  administrators  responsible  for  the  school  program.  Fifthly,  final 
authority  for  the  business  administration  of  the  schools  is  in  the 
hands  of  the  administration. 

Although  we  have  thus  identified  the  administrative  or  supervisorial 
class  with  management  functions,  prevailing  theories  of  educational 
supervision  would  take  strong  exception  to  such  a  limited  interpreta- 
tion of  the  function  of  administration.  Only  a  few  identify  the  old- 
fashioned  managerial  approach  with  the  supervision  of  instruction. 

That  there  is  some  confusion  as  to  the  services  rendered  by  admin- 
istration in  this  regard  is  obvious  to  anyone  who  reads  the  literature 
on  the  subject.  Nevertheless,  no  matter  how  many  roads  the  admin- 
istrator takes,  he  must  finally  wind  up  on  the  road  which  leads  to  the 
classroom.  And  any  evaluation  of  the  services  of  the  administrator 
must  be  measured  on  a  scale  which  also  measures  classroom  instruc- 
tion. This  is  the  final  and  most  complete  test  of  the  value  of  the  services 
rendered.  All  instruction  takes  place  in  the  classroom.  What  the  stu- 
dent learns  outside  of  the  classroom  (and  it  may  be  quite  extensive) 
is  incidental.  The  classroom  is  the  precinct  for  the  discipline  of  edu- 
cation just  as  the  temple  or  the  church  is  the  place  for  religious 
worship  (although  religious  worship  might  take  place  outside  of  the 
church  as  learning  outside  of  the  classroom).  The  State  pays  its  money 
to  promote  organized  and  disciplined  instruction. 

VI.  THE  CPOC— CLASS  3,  THE  NONSUPERVISORIAL 
INSTRUCTION  CLASS 

This  class  consists  of  certified  personnel  who  are  not  teaching  in  the 
classroom,  but  who  perform  auxiliary  services  to  the  classroom  teacher 
of  great  potential  value.  Examples  of  non-supervisorial  instructional 
personnel  are  counselors  of  various  types,  researchers,  co-ordinators, 
guidance  officials,  librarians,  and  consultants.  In  general  this  class  has 
to  do  with  certified  instructional  personnel  who  are  not  in  management, 
i.e.,  they  do  not  recommend  dismissal  or  retention  of  classroom  teachers 
and  they  do  not  evaluate  the  services  of  classroom  teachers. 

This  class  is  whollj^  concerned  with  giving  auxiliary  aid  to  the  class- 
room teacher.  Any  member  of  this  class  whose  work  is  not  co-ordinated 
fully  with  the  work  of  the  classroom  teacher  constitutes  a  loss  in  value. 
The  school  library  is  a  functional  aid  to  the  program  of  the  classroom 
teacher.  The  counseling  program  is  designed  to  give  the  student  the  best 
possible  program,  a  tailor-made  study  and  experience  program  for  the 
teacher.  Any  testing  or  counseling  that  is  given  a  student  must  be  co- 
ordinated fully  with  the  work  of  the  classroom  teacher.  If  this  is  not 
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done,  the  program  will  not  do  the  student  any  good.  The  final  resting 
place  for  all  students  is  the  classroom. 

Of  this  class,  the  closest  and  the  one  who  is  needed  most  by  classroom 
teachers  is  the  librarian.  A  good  school  library  is  of  the  utmost  import- 
ance to  the  classroom  teacher,  and  a  good  school  librarian  trained  in 
library  techniques,  managing  an  efficient  collection  of  good  material  is 
of  inestimable  value  to  the  classroom  teacher.  Yet,  many  schools  merely 
select  classroom  teachers  to  man  the  complicated  job  of  creating  a  first- 
class  school  library. 

The  counselor  is  also  closely  allied  to  the  classroom  teacher.  Many 
times  he  answers  for  the  classroom  teacher  in  the  high  school  when 
parents  call  to  ask  about  the  student.  The  counselor's  work  may  consist 
of  personal  counseling  with  the  student,  programming  of  courses,  voca- 
tional counseling,  evaluating  the  school  program  or  research.  In  a  check- 
list sent  to  the  counselors,  the  counselors  themselves  indicated  that  they 
are  hampered  mostly  by  the  amount  of  clerical  duties  related  to  pro- 
gramming. This  they  considered  to  be  their  most  serious  problem.  The 
two  duties  checked  most  often  were :  enrollment  and  registration  and 
enrolling  late  entrants.  The  study  went  on  to  point  out  that  the  follow- 
ing duties  should  not  be  given  counselors: 

1.  Class  scheduling 

2.  Attendance  screening  and  follow-up 

3.  Supervision  of  clerical  help 

4.  Correcting  tests  and  recording  data 

5.  Routine  credit  checking 

6.  Filing  in  the  department 

7.  Keeping  records  up  to  date 

8.  Routine  of  arranging  interviews 

9.  Routine  paper  work  in  registering  new  students. 

VII.  SELECTION  AND  DUTIES  OF  THE  CPOC  GROUP 

The  members  of  the  CPOC  group  who  hold  teachers'  credentials,  al- 
most by  definition,  hold  their  positions  through  "promotion"  from  the 
job  of  classroom  teacher.  Thus,  it  is  important  to  determine  how 
teachers  are  selected  for  CPOC  positions.  It  is  of  perhaps  even  greater 
importance  to  determine  what  duties  these  "promoted"  teachers  per- 
form, to  arrive  at  an  analysis  of  representative  CPOC  jobs.  With  such 
an  analysis,  it  would  be  possible  to  make  some  evaluation  of  whether  the 
duties  being  performed  were  worth  the  money  paid  persons  to  perform 
them. 

In  general,  school  departments  have  a  kind  of  civil  service  because  of 
tenure.  It  is  generally  conceded  in  the  schools  that  all  employees  pro- 
moted from  the  teacher  ranks  are  chosen  principally  on  the  basis  of 
qualifications  and  interviews.  In  various  degrees,  state  civil  service 
regards  three  factors  as  primary  for  the  selection  of  personnel — the 
background  review  (qualifications),  the  examination,  and  the  personal 
interview.  The  schools  make  a  background  check  which  is  usually  per- 
functory and  not  heavily  weighted,  but  dispense  with  the  examination 
and  depend  mostly  on  the  personal  interview.  Kenneth  Byers,  Chief  of 
the  Co-operative  Personnel  Services  for  the  California  State  Personnel 
Board,  believes  that  the  best  system  involves  the  use  of  a  written 
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examination  to  test  knowledge,  an  investigation  of  past  records,  and  an 
oral  test  to  discuss  philosophy  and  weight  appearance.  A  defense  would 
be  difficult  against  an  open  charge  of  "hand  picking"  on  the  part  of 
many  superintendents  in  the  state  for  promotion  of  personnel.  Pro- 
motional examinations  are  used  in  only  a  few  districts  in  the  State,  and 
written  promotional  examination  even  more  sparingly.  The  weaknesses 
of  written  examinations  are  obvious,  and  such  examinations  should  be 
weighted.  Thus  John  Fisher,  Executive  Officer  of  the  California  State 
Personnel  Board,  believes  that  a  60  percent  written  and  40  percent  oral 
ratio  would  be  good  for  positions  under  the  $8,500  class  and  that  per- 
haps a  50-50  weight  would  be  better  for  the  higher  category. 

Business  has  long  favored  a  thorough  job  qualification  and  job 
analysis  system.  Thus,  the  Nation's  Business  in  July  of  1958  wrote: 
"Job  analysis  is  an  effective  tool  for  detecting  trouble  spots.  Using  it 
the  corporation  uncovered  several  hidden  men  on  its  payroll  who  were 
drawing  executive  pay  for  trivial  jobs.  One  man,  it  was  discovered,  was 
faced  each  day  with  this  responsibility :  He  had  to  sort  customer  com- 
plaints into  two  piles  for  his  two  assistants  to  process  and  answer,  then 
receive  the  answered  letters  at  the  end  of  the  day  and  see  to  it  that  they 
were  mailed." 

In  1954  the  Personnel  Board  made  a  study  of  the  County  Services 
Fund.  The  certificated  personnel  in  the  employ  of  the  county  system, 
administered  by  the  county  superintendent  of  schools,  perform  essen- 
tially the  same  functions  as  the  CPOC  class  in  the  school  districts  large 
enough  to  employ  their  own  CPOC  personnel.  As  shown  earlier  in  one 
county  at  least  the  CPOC-CPIC  ratio  was  1  to  50  where  as  school  dis- 
tricts had  a  statewide  CPOC-CPIC  ratio  of  1  to  7.2.  {County  ScJiool 
Service  Fund  Certificated  Employees  Position  Classification  and  Salary 
Plan,  State  Personnel  Board,  Co-operative  Personnel  Services.  The 
study  found  a  number  of  "mixed  positions,"  i.e.  personnel  doing  work 
varieties  not  comparable  with  other  varieties  of  work.) 

The  study  also  found  that  differences  between  positions  within  classi- 
fications were  not  adequately  defined.  This  was  so  in  instructional  serv- 
ices classes,  business  services  classes,  pupil  personnel  and  psychological 
service  classes,  audiovisual,  library  and  instructional  materials  classes. 
It  said  "*  *  *  the  usefulness  of  titles  as  a  convenient  means  of  refer- 
ence is  largely  nullified  if  a  given  title  applies  to  one  type  of  job  in  one 
county  and  a  totally  different  job  in  another."  The  study  indicated  that 
that  the  following  objectives  should  be  used  in  a  job  classification  plan: 

1.  Isolate  the  position  from  the  person. 

2.  Consider  duties  actually  being  performed — not  those  the  super- 
intendent plans  to  have  performed  in  the  future  or  those  capable  of 
being  performed. 

3.  Describe  carefully  the  duties  of  the  position. 

4.  Delineate  the  rsponsibilities. 

5.  Determine  the  qualifications  required. 

6.  Carefully  point  out  the  distinguishing  characteristics  of  the 
class  (pp.  13-14). 
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A  survey  shows  that  the  conclusions  as  to  the  county  systems  are 
largely  applicable  to  school  districts.  However,  the  school  district  is  a 
far  more  independent  entity  than  is  the  county  school  system  and  is 
not  dependent  on  the  State  for  its  sole  support.  Nevertheless  the  job 
description  should  show  exactly  what  is  beiug  done;  it  should  not  be 
ambiguous;  it  should  not  be  padded  with  duties  that  are  not  obviously 
being  done  just  for  show,  and  finally  that  the  job  analysis  should  indi- 
cate reasons  why  a  person  is  paid  $10,000,  $12,000,  or  any  other  salary. 
In  order  to  indicate  this  clearly  the  job  qualification  or  analysis  should 
have  the  salary  listed  with  the  job. 

It  should  be  noted  that  only  the  major  districts  even  attempt  to  make 
a  job  analysis.  Most  of  tlie  districts  in  the  State  simply  say,  in  answer 
to  a  query,  that  "our  people  do  the  same  as  everybody  does  who  does 
this  kind  of  work. ' '  One  district  wrote :  "In  reference  to  your  corre- 
spondence of  July  22d,  I  am  not  sure  as  to  the  type  of  information  you 
need.  AVould  it  be  possible  for  you  to  supply  us  with  the  type  of  infor- 
mation you  desire,  for  example,  'job  description  for  certified  personnel,' 
as  we  have  no  such  breakdowns  in  our  records?"  This  district  employs 
around  1,000  teachers.  Another  district  about  the  same  size  simply 
issues  the  rules  of  the  board  of  education  for  job  titles  and  class 
descriptions.  The  board  apparently  made  some  analysis  of  classes,  but 
obviously  not  a  detailed  objective  one.  Another  district  sent  in  a  direc- 
tory, not  a  job  classification,  "so  that  you  can  make  exact  determina- 
tions of  duties  of  each  employee. ' '  How  this  can  be  done  by  looking  at 
a  job  title  would  bafSe  the  job  analyst.  Another  wrote:  "We  believe 
these  jobs  carry  the  usual  responsibility  as  found  in  similar  positions 
throughout  the  State  of  California." 

So  little  work  has  been  done  by  districts  in  attempting  to  classify 
responsibilities  that  many  do  not  understand  what  is  meant  by  job 
descriptions.  One  district  wrote:  "In  your  letter  of  July  7,  1958,  you 
requested  job  descriptions  for  the  certificated  personnel.  *  *  *  It  is 
not  clear  to  me  exactly  what  information  is  needed.  If  you  will  refer 
to  our  report  to  you  giving  payroll  information,  you  will  note  that  we 
listed  the  type  of  work  each  employee  was  doing,  e.g.  teacher — kinder- 
garten, principal  and  etc."  And  again:  "You  will  note  that  the  roster 
of  personnel  sent  to  you  (as  attached)  lists  the  grade  assignment  of 
our  certificated  teachers.  There  are  no  other  formal  written  job  des- 
criptions for  these  normal  teaching  duties."  A  large  city,  approaching 
85,000  A.D.A.  and  employing  more  than  3,000  certificated  personnel, 
wrote:  "The  certificated  payroll  Avhieli  v/e  sent  you  includes  all  certifi- 
cated personnel  in  our  system.  There  are  naturally  many  individuals 
within  certain  classifications,  especially  teachers.  We  do  not  have 
printed  job  descriptions  for  all  these  positions.  We  do,  of  course,  have 
working  outlines  of  general  responsibilities,  but  not  in  printed  form 
for  distribution."  Upon  further  inquiry  it  was  found  that  most  posi- 
tions outside  of  classroom  teaching  did  carry  perfunctory  job  descrip- 
tions. 

In  general  it  may  be  said  that  only  the  larger  districts  have  any  job 
classifications  and  descriptions  at  all,  but  that  perhaps  only  one  or  two 
districts  have  anything  which  might  be  termed  adequate.  Moreover, 
most  jobs  in  the  schools  are  identified  with  persons,  a  practice  abhorred 
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by  job  analysts.  Qualifications  were  not  listed  with  the  positions  in 
any  of  the  descriptions  received.  The  duties  usually  were  of  a  general 
nature. 

VIII.  HOW  BIG  SHOULD  THE  CROC  CLASS  BE? 

In  this  section  consideration  is  given  to  the  problem :  Is  it  possible  to 
set  norms  for  the  CPOC :  CPIC  rates?  How  big  should  the  CPOC  class 
be?  This  subject  appears  more  and  more  to  interest  laymen,  teachers, 
and  administrators.  Even  citizens,  lay  people,  have  begun  to  question 
the  advisability  of  "too  much  extracurricular"  activity. 

Although,  from  time  to  time,  some  critical  citizens  may  delve  into 
this  problem,  generally  speaking  the  process  of  administrative  growth 
is  not  related  to  a  complete  blueprint  of  an  administrative  program. 
Usually  the  superintendent  advises  the  Board  of  Education  that  there 
is  a  need  for  the  employment  of  thus  and  thus  personnel.  State  law 
usually  has  previously  cleared  the  way.  The  growth  is  haphazard. 

An  example  of  administrative  or  CPOC  growth  without  plan  can  be 
seen  in  the  growth  of  the  number  of  psychologists  in  the  schools  of 
California.  Recently  the  State  Department  of  Education  published  two 
little  bulletins  on  psychology  in  the  school,  The  Psychologist  in  the 
School  (Col.  XXVII  No.  9,  August,  1958)  and  Diagnostic  ProUems  in 
Mental  Retardation  (Vol.  XXVII  No.  7,  August,  1958).  In  the  preface 
of  the  first  book  Superintendent  Simpson  writes :  "  In  1950  there  were 
approximately  50  psychologist  employed  in  California  Public  Schools; 
in  1958  there  are  over  500  employed."  In  the  same  bulletin  Thomas 
Smith  and  Eli  Bower  write  :  "School  psychologists  are  sometimes  looked 
upon  by  school  personnel  as  adopted  members  of  the  school  family.  In 
certain  instances  the  schools  feel  that  the  psychologists  were  forced  on 
them  by  legislation  and  state  regulation.  For  example,  legislation  cover- 
ing the  education  of  mentally  retarded  minors  makes  the  employment 
of  credentialled  psychologists  mandatory  for  the  placement  of  children 
in  special  classes"  (p.  2). 

There  are  always  several  ways  of  interpreting  state  regulations.  Some 
districts  use  psychologists  on  a  referral  basis;  others  employ  them.  It 
is  not  always  easy  to  ascertain  which  is  the  most  efficient  program,  or 
which  is  cheaper. 

State  agencies  have,  from  time  to  time,  attempted  to  limit  the  num- 
ber of  CPOC.  Also  foreign  governments  have  set  up  limitations  and 
some  cities  have  set  up  norms  for  CPOC-CPIC  ratios  in  certain  cate- 
gories. Also  educational  writers  and  superintendents  have  themselves 
warned  districts  not  to  create  too  large  a  CPOC  staff.  The  NEA  as 
early  as  1928  wrote :  "  A  good  superintendent  with  primary  supervisor, 
good  school  principals,  and  a  number  of  *  *  *  training  teachers,  can 
supervise  quite  a  large  teaching  force."  (Proceedings  of  the  Depart- 
ment of  Superintendence,  p.  362.)  Much  later  the  Superintendent  of 
San  Francisco  wrote:  "No  school  system  *  *  *  can  afford  to  provide 
more  administrative  and  supervisory  positions  than  are  actually  neces- 
sary to  a  good  educational  program.  Salary  accounts  can  be  made  only 
so  large,  and  wasted  effort  at  the  supervisory  level  may  be  rohhiiig  the 
school  system  at  the  teaching  level  (emphasis  added).  Large  supervisory 
staffs,  curriculum  departments,  and  similar  forces  of  instructional 
leaders  can  hardly  be  justified  if  in  turn  they  force  administration  in 
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financing  them  to  crowd  classes,  cut  down  classroom  materials,  or  other- 
wise hamper  teaching  efficiency. ' ' 

Paul  ]\lort  and  Donald  Ross  wanted  job  specifications  set  so  that  the 
need  for  administration  is  fully  recognized  before  any  administrators 
are  employed.  They  say:  ''It  is  wasteful  for  $8,000-per-year  people  to 
do  $3,000-per-year  work."  (Principles  of  School  Administration,  1957, 
p.  133.)  They  also  say  that  the  need  for  employing  personnel  to  engage 
in  centralized  purchasing  may  be  OA'erdone.  "The  probability  is  that 
centralized  purchasing  is  not  as  economical  as  it  has  been  alleged  to  be. 
The  tendency'  is  for  all  kinds  of  centralized  service  agencies  to  get  off 
by  themselves  and  begin  to  develop  their  own  criteria  of  efficiency  with- 
out sufficient  reference  to  fundamental  purpose.  One  school  system 
probably  spends  less  per  ton  for  mimeograph  paper  than  any  other 
enterprise  in  the  Nation.  But  it  spends  more  per  idea  communi- 
cated *  *  *  Wastage  of  time  and  material  in  mimeographing  on  this 
stuff  is  awe  inspiring"  (p.  133). 

There  are  two  ways  used  to  establish  CPOC-CPIC  norms.  The  first 
is  to  find  out  how  many  teachers  you  need ;  after  establishing  rigid 
ratios  between  teachers  and  pupils,  then  allow  for  the  emplojTuent  of 
CPOC  on  a  flexible  base.  The  theory  starts  out  with  the  assumption 
that  first  things  come  first  and  that  the  needs  of  the  classroom  must  be 
thoroughly  completed  before  any  allowance  is  made  for  CPOC.  The 
base  for  the  original  ratio  is  the  student  in  the  classroom.  Once  ratios 
have  been  established  between  students  in  the  classroom  and  teachers 
in  the  classroom  a  sort  of  superstructure  is  added  in  the  relationship 
between  CPOC-CPIC.  This  is  the  method  used  for  devising  these  rela- 
tionships in  most  Canadian  districts.  Many  other  foreign  countries — 
Sweden,  Norway,  England,  Australia,  Holland,  France — seem  to  use  it 
in  varying  degrees.  Another  method  of  establishing  CPIC-CPOC  ratios 
is  to  postulate  the  CPOC  class  directly  on  the  number  of  pupils.  This 
sj'stem  does  not  take  into  account  a  priority  such  as  a  ratio  betweoi 
pupil-classroom  teacher  before  postulating  the  CPOC-pupil  ratio.  If 
there  are  ideal  norms  established  between  classroom  teachers  and  stu- 
dents these  norms  are  not  treated  on  a  priority  basis.  In  general  most 
American  school  systems  use  this  method  to  figure  out  CPOC-student 
ratios.  For  example,  practically  all  the  educators  (superintendents, 
college  professors,  educational  organizations)  try  to  establish  a  25  to  1 
student-classroom  teacher  ratio.  (This  does  not  mean  that  they  say  that 
every  teacher  should  have  25  students  in  his  class.  It  means  that  some 
should  have  15 ;  others  perhaps  for  a  different  type  of  course,  35.  But 
the  average  should  be  25.)  Few  superintendents  care  to  put  this  teacher- 
student  ratio  on  a  priority  basis.  They  would  not  be  willing,  for 
example,  to  say:  "We  shall  not  employ  an  administrator  until  we 
bring  our  average  class  size  down  to  25."  Furthermore,  few  super- 
intendents determine  the  size  of  CPOC  on  the  basis  of  this  teacher  ratio. 
Most  of  them  do  it  on  the  basis  of  a  direct  pupil  service. 

Perhaps  the  best  example  of  lack  of  uniformity  of  CPIC-CPOC 
ratios  would  be  in  principal-teacher  ratio.  Some  three-  and  four-teacher 
schools  have  a  full-time  principal.  Then  again  there  are  125-teacher 
schools  which  have  only  a  full-time  principal.  The  range  is  complete 
in  between.  In  other  words  there  are  schools  which  have  one  principal 
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for  three  teachers,  four  teachers,  10  teachers,  20  teachers,  30,  40,  50, 
60,  up  to  128,  the  largest  found.  Some  schools  have  teaching  principals 
when  the  faculty  is  less  than  10.  A  teaching  principal  teaches  part  of 
the  day  and  is  a  supervising  officers  the  rest  of  the  day.  This  study  has 
shown  that  when  the  staff  of  a  school  reached  19  or  20,  another  employee 
usually  is  employed  to  assist  the  principal. 

As  teachers  are  added,  the  CPIC-CPOC  ratio  appears  to  work  out 
as  follows : 

Nwnher  of  teachers  CPOG 

10 1 

20 3 

40 5i 

50 6 

60 8 

70 9 

80 11 

There  does  not  seem  to  be  any  relation  here  to  class  size.  Nor  is  there 
any  evidence  that  the  growth  of  the  CPOC  has  any  depressing  effect  on 
class  size.  The  following  table  is  not  an  indication  of  the  acual  class 
size  in  the  State  of  California  becau»se  the  definition  of  full-time 
teachers,  as  reported  in  the  state  figures,  is  not  the  same  as  our  CPIC 
definition.  But  it  does  show  that  since  1922-23  there  has  not  been  a 
substantial  change  in  the  number  of  students  per  class  teacher. 

Classroom      Pupil-teacher 
Year  A.D.A.  teachers  ratio 

1956-57 2,552,178  94,068  1:27 

1955-56 2,440,089  87,787  1 :28 

1954-55 2,280,998  81,850  1:28 

1953-54 2,115,294  75,253  1:28 

1952-53 1,940,929  69,139  1:27 

1951-52 1,816,827  64,481  1:27 

1950-51 1,693,229  61,123  1:27 

1949-50 1,026,938  57,981  1:27 

1948-49 1,539,430  53,824  1:27 

1935-36 1,020,925  36,471  1:29 

1934-35 1,012,079  36,506  1:28 

1933-34 1,124,984  36,128  1:31 

1932-33 1,119,380  36,492  1:31 

1931-32 1,058,104  37,801  1:27 

1930-31 1,022,754  37,901  1:27 

1929-30 1,009,724  37,002  1:27 

1928-29 966,975  35,288  1:27 

1927-28 962,505  34,058  1:28 

1926-27 892,497  32,943  1:27 

1925-26 845,589  30,114  1:28 

1924-25 800,213  28,625  1:27 

1923-24 700,502  26,545  1:26 

1922-23 636,554  24,181  1:26 

Some  states  and  school  systems  in  the  United  States  have  attempted 
to  establish  ratios  between  administrators  and  teachers,  or  principals 
and  teachers.  This  relationship  has  never  involved  a  comprehensive 
form  such  as  CPOC-CPIC  ratios.  The  practice  in  the  City  of  New 
York  has  been  to  give  the  principal  of  a  school  one  assistant  for  the 
first  30  teaching  positions,  one  more  for  the  next  20  in  the  elementary 
schools.  This  compares  closely  to  the  California  practice.  The  clerical 
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staff  ratio  skips  the  teacher  and  is  based  on  the  number  of  pupils. 
For  750  pupils  one  clerk  is  allowed.  The  junior  high  school  ratios  are 
the  same  as  the  elementary  ratios,  but  the  senior  high  school  ratio 
calls  for  one  assistant  to  the  principal  for  every  50  teachers  and  one 
more  for  the  next  50.  One  clerk  is  allotted  for  every  400  students.  Cali- 
fornia has  a  higher  ratio  of  clerks  and  assistants  to  the  principals.  (See 
Report  of  Survey  of  the  Board  of  Education  and  the  Board  of  Higher 
Education,  Mayor's  Committee  on  Management  Survey,  George  D. 
Stray er  and  Louis  E.  Yavner.) 

In  1944,  Smallenberg  sent  out  a  questionnaire  to  33  cities  in 
California,  Arizona,  Oregon  and  Washington.  From  the  results  he 
coiLstructed  this  chart  on  clerical  help. 

Elementary  Junior  High  High  School 

Enrollment  Clerks    Enrollment  Clerks    Enrollment  Clerks 

Less  than  400 i    400   1      100  to  300 1 

401-800    1      401-600    li    301-450    lA 

801-1,200 li   601-800    2     451-600    2 

801-1,000 21    601-750    2^ 

1,001-1,200    3     751-900    8 

901-1,0.50 3^ 

1,051-1,200    4 

(Henrj^  Smallenberg,  ''Assignment  of  Clerical  Assistance  in  Elemen- 
tary and  Secondary  Schools,"  American  School  Board  Journal,  Vol. 
110,  February,  1945,  pp  37-8.) 

In  1952  a  report  of  the  Missouri  Citizens  Commission  for  the  Study 
of  Education  to  the  State  Board  of  Education  stated  that  question- 
naires and  visits  to  341  districts  were  made  to  study  the  extent  of 
supervision.  In  103  counties,  213  elementary  and  252  secondary  schools 
had  no  special  supervisors.  This  committee  had  as  consultants  Profes- 
sor Morphet  of  the  University  of  California,  Professor  Brewton  of 
George  Peabody  College  for  Teachers,  Professor  Keller  of  the  Univer- 
sity of  California,  and  R.  L.  Johns  of  the  University  of  Florida.  It 
reported  "*  *  *  111  elementary  and  57  secondary  schools  have  music 
supervisors,  and  41  elementary  schools  have  art  supervisors.  A  larger 
percentage  of  schools  have  some  provision  for  supervision  of  physical 
education.  General  supervision,  which  is  of  great  importance  to  the 
morale  of  teachers  and  pupils,  to  the  raising  of  standards  of  instruc- 
tion, to  in-service  teacher  training,  and  to  creating  of  public  under- 
standing of  the  needs  of  schools  is  woefully  inadequate"  (p.  66). 

Although  the  committee  recommended  more  "supervisory  and  con- 
sultive  services,"  it  did  not  list  how  much  more  CPOC  should  be 
added  (p.  78).  The  committee  reported  that  only  about  25  percent  of 
the  supervisors'  time  was  used  to  supervise  instruction  "and  other 
duties."  Seventy-five  percent  was  given  to  administrative  matters 
(p.  62).  This  could  be  corrected,  the  committee  thought,  with  more 
"clerical  help  for  supervisors  and  principals"  (p.  103). 
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The  following  table  indicates  how  an  elementary  teaching  unit  is 
established  in  Missouri: 

A.D.A.  Numier  of  units 

30  or   less 1  teaching  unit 

31  to      60 2  teaching  units 

61   to      90 3  teaching  units 

91    to   120 4  teaching  units 

121  to  150 5  teaching  units 

151  to  180 6  teaching  units 

181  to  210 7  teaching  units 

211  to  240 8  teaching  units 

After  240  one  teaching  unit  for  each  32  pupils  or  major  fraction 
thereof. 

For  high  school  students  the  following  table  is  used : 

A.D.A  Numher  of  units 

Not  fewer  than  5 1  teaching  unit 

Up   to      21 2  teaching  units 

22    to      40 3  teaching  units 

41    to      65 4  teaching  units 

66    to      90 5  teaching  units 

91    to    115 6  teaching  units 

116   to    140 7  teaching  units 

141    to   165 8  teaching  units 

More  than  165,  one  teaching  unit  for  each  24  pupils  or  major  fraction 
thereof. 

Unless  the  teacher  is  actually  employed  for  each  unit,  funds  are  not 
to  be  allowed  for  such  unit.  After  the  Ibasic  amount  of  state  funds  have 
been  provided  for  on  the  basis  of  teaching  units,  equalization  funds 
are  added  for  transportation.  If  the  district  wishes  to  employ  more 
teachers  than  the  basic  state  aid  formula  allows,  it  must  find  means 
of  paying  the  difference.  Special  purpose  funds  are  allotted  to  districts 
which  are  under  15  A.D.A.  Needy  districts  making  a  maximum  effort 
can  also  receive  additional  funds. 

The  Missouri  citizens'  group  complained  that  the  law  did  not  allow 
sufficient  funds  "*  *  *  for  supervisory,  administration,  or  other  types 
of  instruction  needed.  Another  difficulty  with  the  present  equalization 
quota  is  that  the  funds  provided  by  the  state  may  be  used  only  for 
teachers'  salaries.  It  is  not  possible  to  guarantee  a  well-rounded  foun- 
dation program  when  the  funds  provided  can  be  used  only  for  one 
phase  of  the  program." 

There  are  fundamental  differences  between  the  California  appor- 
tionment program  to  districts  and  that  of  Missouri.  The  basis  for  the 
Missouri  support  program  is  the  classroom  teacher.  The  basis  for  the 
California  support  program  is  the  student.  California's  program  is 
therefore  designed  to  support  "all-around  instruction"  which  includes 
CPOC  and  CPIC.  The  Missouri  program  is  oriented  more  towards 
CPIC.  Attempts  have  been  made  in  California  also  to  emphasize 
CPIC,  but  the  present  law  which  was  intended  to  do  this  is  largely 
inoperative, 

Florida  sets  limits  similar  to  those  of  the  Missouri  plan.  However,  it 
goes  farther.  Apparently  there  is  some  feeling  in  that  state  against 
the  use  of  funds  for  CPOC  personnel.  The  Florida  State  Education 
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Code  (Ch.  236.02(4))  states  that  ''*  *  *  no  supervisor  may  be  assigned 
worlv  or  responsibilities  other  than  the  supervision  of  instruction. ' '  The 
apportionments  of  state  funds,  as  in  Missouri,  are  based  on  the  number 
of  instructional  units  in  the  state  (236.03).  The  state  superintendent 
makes  his  calculations  on  the  previous  year's  A.D.A.  Units  are  allowed 
for  small  districts  on  a  special  basis  (called  isolated  districts  in 
Florida — see  236.04(1)).  In  the  other  districts  (more  than  120  pupils) 
one  unit  is  allowed  for  every  25  pupils  or  major  fraction  thereof.  If 
the  district  has  200  pupils  and  less  than  300,  one  unit  is  allowed  for 
every  26  pupils.  Over  300  the  figure  jumps  to  one  for  every  27.  Units 
are  also  allowed  for  kindergartens,  exceptional  children,  vocational, 
adult,  administrative  and  instructional  services,  supervision  of  instruc- 
tion, and  junior  colleges  (Ch.  236.04).  It  takes  eight  instruction  units 
to  get  state  moneys  for  administrative  and  instructional  services.  Addi- 
tional supervisors  of  instruction  are  allowed  to  the  counties  for  100 
instructional  units.  It  also  takes  eight  instructional  units  to  get  money 
for  administration  and  special  instructional  services  on  the  junior 
college  level.  Twenty  instructional  units  may  merit  student  per- 
sonnel services,  in  addition  to  the  junior  college  president.  Chapter 
236.04 (11a)  reads:  "The  total  number  of  instructional  personnel  in 
any  county  employed  and  paid  in  whole  or  in  part  from  funds  used 
to  support  the  minimum  foundation  program  at  any  time  shall  not  be 
more  than  5  percent  greater  than  the  total  number  of  instructional 
units  for  instructional  personnel  calculated  as  prescribed  above." 

This  appears  to  be  the  most  comprehensive  and  detailed  plan  for  the 
limiting  of  CPOC  staff  in  the  United  States.  The  philosophy  of  the 
Florida  plan  is  clear.  The  basis  for  state  support  is  limited  and  exces- 
sive charges  against  the  State  of  Florida  for  domination  over  local 
districts  apparently  have  not  reached  serious  proportions.  An  abortive 
attempt  was  made  by  the  State  of  California  to  limit  CPOC  expendi- 
tures. It  has  resulted  in  failure. 

IX.  THE  ROLE  OF  THE  STATE— ITS  GOALS 

The  present  emphasis  in  education  is  on  local  control  of  the  schools. 
Many  educators,  while  recognizing  the  increased  financial  responsi- 
bilities of  the  state,  tend  to  feel  that  the  state  has  too  much  influence 
in  local  affairs.  The  role  of  the  state  in  American  education  is,  how- 
ever, a  primary  one.  General  requests  on  the  part  of  local  officials  for 
a  completely  autonomous  local  governing  policy  are  misplaced  if  the 
local  officials  do  not  take  into  account  fund  sources  and  the  basic 
authority  of  the  State.  The  State  of  California  is  the  foundation  of  the 
entire  educational  edifice.  It  delegates  all  authority  to  the  local  dis- 
tricts for  the  creation  of  their  educational  systems.  The  local  districts' 
powers  are  therefore  all  delegated  powers.  These  powers,  according  to 
the  Constitution  of  the  State  of  California,  can  be  withdrawn,  or 
changed  at  any  time  by  State  Legislature. 

In  1934  State  Superintendent  Vierling  Kersey  said  in  his  biennial 
report:  "Fundamental  to  any  statement  of  principles  or  basic  con- 
siderations pertinent  to  the  organization  or  reorganization  of  the  local 
units  of  school  administration  within  the  State,  is  the  concept  that 
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public  education  is  a  function  of  the  State.  This  is  a  basic  principle 
deriving  from  the  Federal  Constitution,  expressed  in  the  Constitution 
and  statutes  of  the  State,  and  many  times  upheld  in  the  courts.  The 
people,  who  constitute  the  State,  have  seen  fit  to  delegate  certain 
aspects  of  the  function  of  public  education  to  local  subdivisions  of  the 
State.  Such  authority  for  public  education  as  is  vested  in  local  school 
officials  or  in  local  units  of  school  control,  is,  therefore  delegated 
authority  which  is  at  all  times  subject  to  modification,  withdrawal,  or 
reallocation  by  the  State.  Public  education  remains  a  function  of  the 
State."  This  is  the  situation  not  only  in  California.  The  interpreta- 
tion given  to  the  United  States  Constitution  by  leading  authorities  is 
that  the  omission  of  specific  reference  to  educational  organization  in 
the  parent  Constitution  gives  the  states  complete  authority  to  act.  Each 
state  therefore  has  written  into  its  Constitution  the  fundamental  shape 
of  its  educational  structure.  California  is  no  exception  to  the  rule. 

Since  the  State  is  responsible  for  education,  isn't  it  logical  to  assume 
that  the  educational  goals  must  be  set  by  the  State!  It  is  clear  from 
the  history  of  the  State's  attention  to  teachers'  salaries  that  this  is  so. 
The  first  act  passed  by  the  State  Legislature  and  dealing  with  teachers' 
salaries  took  effect  on  May  1,  1851.  It  stated  that  60  percent  of  the 
money  that  the  State  gave  to  local  districts  had  to  be  "expended  in 
teachers'  wages."  The  remainder  could  be  spent  by  the  district  for 
a  high  school,  a  library,  apparatus,  or  repair.  It  is  evident  that  the 
State  has  been  interested  in  how  its  money  was  to  be  used  by  the  local 
district  since  the  foundation  of  California's  school  system. 

In  1852  the  act  was  superseded  by  another,  which  stated  that  the 
school  district  must  use  all  of  the  state  money  for  teachers'  salaries. 
Not  only  that,  but  50  percent  of  all  the  money  that  local  district  areas 
raised  also  had  to  be  used  to  employ  qualified  teachers. 

In  1855  the  state  law  was  changed  to  allow  the  district  to  spend 
local  moneys  on  schoolhouses  and  libraries  in  addition  to  the  teachers' 
salary  payments.  In  effect  this  freed  local  funds  from  the  state  provi- 
sion. But  nothing  was  said  about  the  provision  that  all  state  money 
had  to  be  spent  on  teachers'  salaries. 

A  new  law  was  enacted  in  1863.  While  it  made  extensive  changes  in 
the  previous  act  it  did  not  disturb  the  provision  that  all  state  moneys 
had  to  be  spent  on  teachers'  salaries.  But  in  1866  this  provision  was 
changed  allowing  the  local  districts  to  spend  10  percent  of  the  state's 
money  for  school  library  purposes.  In  effect,  this  cut  the  state  figure 
for  teacher  salaries  from  100  percent  to  90  percent. 

In  1880  a  change  narrowed  even  further  the  use  of  state  moneys. 
It  provided  that  with  the  exception  of  the  10  percent  for  library  pur- 
poses the  money  had  to  be  used  to  pay  the  teachers  of  primary  and 
grammar  schools.  This  is  a  very  interesting  departure  from  the  1866 
law.  It  indicated  that  the  State  had  indeed  set  a  priority  on  a  certain 
pliase  of  the  education  program.  It  showed  that  the  State  wanted  to 
use  its  money  to  give  students  a  grammar  school  program  before  it 
decided  to  allow  state  funds  for  high  school  purposes.  The  State  had 
not  yet  reached  a  point  where  it  considered  high  schools  an  educational 
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obligation  to  the  people.  If  people  wanted  high  schools,  the  districts 
were  obliged  to  raise  their  own  funds. 

In  1907  a  further  tightening  up  of  the  state  program  restricted  the 
local  district  in  its  use  of  local  tax  mone3^  Sixty  percent  of  that 
money,  in  addition  to  all  state  moneys,  had  to  be  used  to  pay  teachers' 
salaries.  Two  years  later,  in  1909,  the  first  law  allowing  CPOC  in  the 
schools  was  passed.  It  allowed  state  teachers'  salary  funds  to  be  used 
for  the  city  superintendent's  salary  or  that  of  the  supervising  principal 
if  he  held  a  teacher's  certificate.  Until  1909  there  was  no  recognition 
that  CPOC  was  important  to  education.  It  is  significant  that  an  act 
had  to  be  passed  to  authorize  these  positions,  so  far  as  use  of  state 
funds  was  concerned. 

In  1913  permission  was  given  to  the  local  districts  to  spend  more 
of  their  money  as  they  saw  fit.  The  60  percent  use  of  local  funds  for 
teachers'  salaries  was  changed  to  50  percent,  but  it  was  raised  back 
to  60  percent  in  1921.  State  funds  still  had  to  be  expended  in  their 
entirety  on  teachers'  salaries.  A  drastic  change  in  school  financing  was 
made  by  the  so-called  "Riley-Stewart"  plan  in  1933.  However,  neither 
the  60  percent  of  the  local  fund  expenditure  for  teachers'  salaries  nor 
the  percentage  of  state  support  for  teachers'  salaries  was  changed. 

Both  of  these  provisions  were  dropped  with  the  passage  of  the  in- 
itiative of  1946.  This  law  eliminated  the  term  "teachers'  salaries"  and 
substituted  the  term  "positions  requiring  certification  qualification." 
This  phrase  describes  both  CPOC  and  CPIC.  The  earlier  philosophy 
which  distinguished  sharply  between  supervision  and  classroom  teach- 
ing was  abandoned  completely.  The  law  also  cut  the  amount  of  state 
aid  the  local  district  had  to  spend  on  CPOC-CPIC  to  85  percent  and 
it  did  not  mention,  or  revise  any  of  the  other  restrictions  on  the  use 
of  local  moneys  for  supervisory  or  other  purposes.  In  effect  therefore, 
while  there  were  restrictions  placed  on  the  districts'  spending  of  state 
funds,  local  hands  were  freed  entirely  with  respect  to  the  manner  in 
which  funds  raised  on  the  district  level  could  be  spent. 

The  1955  amendment  changed  the  whole  basis  for  the  budgeting  of 
expenditures  for  certificated  salaries.  Instead  of  distinguishing  between 
local  and  state  moneys,  this  amendment  set  a  65  percent  figure  of  the 
foundation  program  which  had  to  be  expended  for  certificated  salaries. 
This  so  liberalized  and  freed  the  hands  of  the  local  district  that,  ac- 
cording to  the  Director  of  Apportionments,  only  two  small  districts 
in  1957  and  1958  had  applied  for  special  consideration  under  the 
present  statutes.  The  1957  amendments  did  not  materially  change  the 
provisions  of  these  statutes,  and  there  is  not  at  the  present  time  any 
effective  law  forcing  the  district  to  pay  any  given  percentage  of  their 
funds  for  classroom  teachers'  salaries. 
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X.  THE  ACCOUNTING  PROCEDURES 

Present  accounting  procedures  for  school  districts  in  California  are 
flexible  and  they  do  not  produce  accurately  a  representation  of  what 
exactly  money  is  being  spent  for.  The  State  Department  of  Education 
publishes  an  accounting  manual  which  is  used  as  a  guide  for  the  filling 
out  of  state  reports.  The  state  form  serves  a  dual  purpose.  In  the  first 
place  it  is  the  basis  for  state  apportionments.  Secondly,  it  forms  the 
basis  for  the  state  audits. 

In  commenting  here  on  accounting  procedures,  the  concern  is  with 
practice  of  reporting  expenditures  for  CPOC  and  CPIC.  CPOC  and 
CPIC  are  reported  principally  in  Class  1  and  Class  2  of  the  state  form. 
Class  1  is  titled  administration  and  Class  2  is  titled  instruction.  The 
principal  expense  in  Class  1  is  the  salaries  of  administrators  con- 
nected with  the  central  office.  Class  1  can  and  does,  however,  include 
expenses,  audits,  appraisals,  surveys,  research,  business  division  ex- 
penses (not  necessarily  certificated),  purchasing  division  expenses, 
salaries  of  supervision  of  the  physical  plant,  personnel  administration, 
and  other  sundry  expenses  connected  with  administration.  Under  Class 
2,  instruction,  are  included  certificated  salaries  in  the  CPOC  and  the 
CPIC  class,  other  expenses  of  instruction  such  as  office  supplies,  class- 
room supplies,  health  supplies,  auxiliary  supplies  to  teaching,  etc.  This 
class  is  divided  into  2a — certificated  salaries  of  instruction ;  2b — other 
salaries  of  instruction  which  includes  clerical  salaries;  2c — other  ex- 
penses of  instruction  which  includes  supplies ;  2c2 — textbooks ;  2c3 — - 
elementary  school  district  library  appropriation ;  2c4 — other  expenses 
of  instruction.  Class  3  is  titled  auxiliary  services  and  may  include 
CPOC  connected  with  giving  students  auxiliary  services,  whether  in 
certificated  positions  or  classified  positions.  No  distinction  is  made  in 
Class  3  between  certificated  or  classified  positions.  It  includes  "The 
salaries  and  other  expenses  of  certificated  and  noncertificated  personnel 
engaged  in  auxiliary  service  activities."  (See  Calif ornia  School  Ac- 
counting Manual,  Vol.  XX,  No.  2,  March,  1951,  p.  3.)  There  are  other 
items  which  may  in  varying  degrees  impinge  on  the  CPOC-CPIC  ratio. 

It  can  readily  be  seen  from  the  above  that  it  is  practically  impossible 
to  separate  CPIC  and  CPOC  in  the  accounting  reports,  as  presently 
constituted.  Classifications  of  expenditures  in  the  state  forms  can  give 
only  a  rough  indication  of  how  much  of  a  district's  current  expenses 
is  actually  spent  on  classroom  teachers'  salaries.  Until  1946  the  State 
used  the  term  teachers'  salaries  for  purposes  of  apportionment  of 
certain  state  funds.  And  yet  there  has  never  been,  and  there  is  not 
today  a  legal  definition  of  what  teachers'  salaries  constitute.  Moreover, 
the  state  accounting  procedures  have  not  taken  into  account  the  mean- 
ing of  the  term.  An  anomalous  situation  therefore  existed  until  the 
initiative  law  of  1946  was  passed  whereby  the  State  subscribed  to  a 
certain  set  of  principles  which  were  never  definable  in  the  law. 

The  situation  was  further  complicated  by  the  fact  that  while  differ- 
entiation of  CPOC  and  CPIC  is  not  required,  the  accounting  manual 
actually  does  recognize  and  list  such  distinctions  but  leaves  it  up  to 
the  local  district  to  make  or  neglect  to  make  the  actual  distinction.  In 
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such  a  situation  it  is  not  at  all  surprising  that  the  local  district  does 
not  make  the  distinction  in  its  reports.  Yet  it  could  do  so  if  it  wishes 
to  follow  pages  8  and  18  of  the  California  School  Accounting  Manual. 
We  quote  from  page  8  to  illustrate : 

"Outline  of  Classification  of  Expenditures  and  Other  Outgo  and 
Disbursements. 

"The  classes  shown  in  boldface  capital  letters  are  required  major 
classes  that  must  be  used  by  all  districts  in  classifying  expenditures. 

"Other  subordinate  classes,  shown  in  ordinary  text  type  are  recom- 
mended subordinate  classes. ' ' 

1.  ADMINISTRATION  (boldface  capital  letters — required  listing) 

la — General  Administration  ^  (Ordinary    text    type — 

lb — Educational  Administration  f  all    capitals — not    re- 

Ic — Business  Administration  t  quired   but   recom- 

Id — Other  Expenses  of  Administration  )  mended  listings) 

2.  INSTRUCTION  (boldface  capital  letters — required  listings) 

2a.  Certificated  Salaries  of  Instruction  (boldface  with  initial  capitals  only — 

required  listing) 

2al — Supervisors'  Salaries  \ 

2a2 — Principals'  Salaries  I  /r\   t            *     ^    a 

o  o     m       u       »  ci  T     •  I  (Ordinary    text    type — - 

2a3 — Teachers   Salaries  I  ,            •     i   u  1 

o^c.i,iTM                >cii-  /  not   required   but   rec- 

2a4 — School  Librarians   Salaries  (  ■,-,■,■.•       \ 

o  cr     /-wi-i.       n     J--C     i.  J  T     i.       i-  i     V  ommeuded  listings) 

2a5 — Other  Certificated  Instructional     j  "  ' 

Staff  Salaries  / 

2b.  Other    Salaries    of    Instruction    (boldface    with    initial    capitals    only — 
required  listing) 

2c.  Other   Expenses   of   Instruction  (boldface    with    initial    capitals    only- — 
required  listing) 

2cl — Instructional  Supplies  \ 

2c2 — Textbooks  I        (Ordinary    text    type — 

2c3 — Elementary  School  District  V           recommended  but   not 

Library  Appropriation  i             required  listings) 
2c4 — Other  Expenses  of  Instruction         / 

It  may  be  noted : 

(a)  That  there  is  no  definition  of  what  a  teacher  actually  constitutes. 
Hence  it  would  be  difficult  to  conform  to  the  accounting  manual, 
but 

(b)  This  is  obviated  by  the  fact  that  this  listing  is  not  required 
anyway,  and 

(c)  Since  1946  when  the  words  "certificated  salaries"  were  sub- 
stituted for  "teachers'  salaries"  this  definition  has  had  no 
financial  meaning,  since  the  State  of  California  does  not  need 
to  take  it  into  account  for  apportionment  purposes. 

The  United  States  Department  of  Health,  Education,  and  Welfare 
also  publishes  a  handbook  on  accounting  procedures.  It  is  a  much  more 
detailed  piece  of  work  than  the  State  publication.  In  Financial  Ac- 
counting for  Local  and  State  School  Systems  the  100  series  deals  with 
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Administration  and  the  200  series  deals  with  Instruction.  These  are 
the  general  headings  of  the  100  series  (pp.  37-46) : 

110  Salaries  for  Administration 

110a.    Salaries  for  the  Board  of  Education 

110b.    Salaries  for  the  Board  Secretary's  Office 

110c.    Salaries  for  the  School  District  Treasurer's  Office 

llOd.    Salaries  for  School  Elections 

llOe.    Salaries  for  Tax  Collection 

llOf.    Salaries  for  Legal  Services 

llOg.    Salaries  for  the  Superintendent's  Office 

llOh.    Salaries  for  Personnel  Office 

llOi.     Salaries  for  Public  Relations 

llOj.     Salaries  for  Centralized  Research 

llOk.    Salaries  for  School  Census  Enumeration 

1101.     Salaries  for  the  Office  of  Business  Administration 

llOm.  Saalries  for  Fiscal  Conrol 

llOn.    Salaries  for  Administration  of  Buildings  and  Grounds 

llOo.    Salaries  for  the  Purchasing  Office 

llOp.    Salaries  for  Printing  and  Publishing 

llOq.  Other  Salaries  of  Administration 
120  Contracted  Services  for  Administration 
130  Other  Expenses  for  Administration 

130a.  Other  Expenses  for  the  Board  of  Education 

130b.  Other  Expenses  for  the  Board  Secretary's  Office 

130c.  Other  Expenses  for  the  School  District  Treasurer's  Office 

(Categories  130d.  through  g.  follow  the  general  theme  in  the  110  class.) 

In  the  200  series  class — "Instruction" — the  following  are  the  main 
subclasses : 

210  Salaries  of  Instruction 

211  Salaries  of  Principals 

212  Salaries  of  Consultants  or  Supervisors  of  Instruction 

213  Salaries  of  Teachers  (includes  special  teachers,  home  teachers,  sub- 
stitute teachers,  department  heads) 

214  Salaries  of  Other  Instructional  Staff  (includes  librarians,  audio-visual 
personnel,  guidance  personnel,  psychological  personnel,  television  in- 
structional personnel) 

215  Salaries  of  Secretarial  and  Clerical  Assistants  (includes  aU  clerical 
helpers  CPOC— CPIC) 

216  Other  Salaries  for  Instruction  (includes  classified  assistants  other  than 
secretarial  or  clerical) 

220  Textbooks 

230  School  Libraries  and  Audio-Visual  services 

240  Teaching  Supplies 

250  Other  Expenses  for  Instruction — Miscellaneous 

300  Attendance  Services  for  Schools 

400  Health  Services  for  Schools 

500  Pupil  Transportation 

It  is  apparent  that  the  United  States  Department  of  Health,  Educa- 
tion and  Welfare's  accounting  procedure  includes  a  much  more  busi- 
nesslike and  manageable  listing  of  expenditures  than  the  one  presently 
used  in  California.  If  used,  it  allows  the  people  to  know  more  exactly 
what  their  tax  dollar  is  being  spent  for  in  the  schools.  State  accounting 
procedures  suffer  from  two  major  faults.  In  the  first  place,  they  give  the 
districts  an  option  for  detailed  reporting  which  the  districts  hardly  care 
to  use.  If  the  State  Legislature  should  be  interested  in  establishing 
norms  between  CPOC — CPIC,  unless  other  accounting  procedures  are 
established,  it  will  be  impossible  to  determine  whether  the  legislative 
mandate  is  being  carried  out.  As  to  the  past,  it  is  practically  impossible 
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to  study  the  growths  of  certain  positions.  What  percentage  of  all  school 
funds  in  the  State  was  spent  on  principals  or  counselors  or  supervisors 
of  art  in  1930  and  in  1950?  It  cannot  be  told  from  the  breakdowns,  and 
therefore  a  judgment  cannot  be  made  whether  or  not  these  categories 
show  planning,  or  simply,  like  Topsy,  just  grew. 

Budgeting  is  to  a  large  extent  nonexistent.  Budgets  do  not  represent 
a  true  picture  of  estimated  expenditures.  Many  Superintendents  over- 
budget  in  California  in  order  to  maintain  reserves  "beyond  need." 
Present  budgeting  procedures  lend  themselves  to  maintaining  a  high 
tax  rate.  Budgets  can  be  over-drawn  in  given  categories,  then  transfers 
can  be  made  at  will.  Lack  of  an  adequate  classification  of  accounts 
makes  it  difficult  to  compare  operations  between  districts,  e.g.,  how 
much  is  spent  on  counselors,  on  classroom  teachers,  etc.  The  State  Per- 
sonnel Board  may  be  of  help  in  estalishing  uniform  classifications  of 
personnel. 

Audits  by  the  State  Department  of  Finance  would  be  less  expensive 
than  the  present  system.  It  is  estimated  that  it  would  cost  $750,000  for 
the  State  to  make  these  audits.  At  the  present  time  local  districts  em- 
ploy accountants  in  their  respective  areas  to  audit  the  books.  This  is  a 
poor  procedure,  since  an  independent  agency,  not  a  contractual  em- 
ploye of  the  local  district,  should  make  the  audits.  The  State  Depart- 
ment of  Finance  is  now  making  test  review  audits  which  have  improved 
accounting  procedures  considerably.  However,  there  is  a  wide  area  of 
management,  budgeting,  etc.,  to  be  improved. 


APPENDIX 

Office  of  Legislative  Counsel 

Sacramento,  California,  July  25,  1958 
Hon.  George  Miller,  Jr. 

P.  0.  Box  909,  Martinez,  California 

TEACHERS'  SALARIES— NO.  3602 

Dear  Senator  Miller:  Yon  have  referred  to  the  existing  provision 
of  law  which  requires  a  prescribed  percentage  of  school  moneys  to  be 
expended  for  teachers'  salaries  (Ed.  C,  Sec.  6703)  and  have  requested 
that  we  inform  you  regarding  the  legislative  history  of  that  provision. 
Also,  you  have  asked  that  we  advise  you  regarding  a  similar  provision 
contained  in  Section  6  of  Article  IX  of  the  State  Constitution  as 
adopted  at  the  general  election  held  in  November,  1920. 

7 .  Statutory  Provisions 

Provisions  requiring  the  expenditure  of  a  prescribed  percentage  of 
school  moneys  for  teachers'  salaries  have  been  included  in  the  school 
laws  of  this  State  since  May  1,  1851,  the  date  of  passage  of  the  first  act 
on  the  subject.  That  act  (1851:126:491)  required  the  Superintendent 
of  Public  Instruction  to  annually  apportion  the  net  increase  in  the 
State  School  Fund,  after  deducting  necessary  expenses,  to  those  school 
districts  that  had  emploj^ed  a  teacher  and  had  raised  by  taxation  or 
otherwise  an  amount  equal  to  one-half  the  amount  to  which  they  were 
entitled  from  the  State  School  Fund  (Art.  II,  Ch.  126,  Stats.  1851). 
Section  5  of  Article  II  of  the  act  further  provided  that : 

"Not  less  than  60  percent  of  the  amount  paid  each  district  shall 
be  expended  in  teachers'  wages,  the  balance  may,  at  the  discretion 
of  the  district,  be  expended  in  building  or  repairing  school  houses, 
purchasing  a  library  or  apparatus,  or  for  the  support  of  a  high 
school." 

The  act  of  1851  was  superseded  by  Chapter  53  of  the  Statutes  of 
1852  (1852:53:117),  which  act  was  entitled  "An  act  to  establish  a 
system  of  common  schools."  Among  other  things,  that  act  (Ch.  53, 
Stats.  1852)  provided  that: 

"The  school  moneys  distributed  to  the  various  counties  of  the 
State  from  the  State  School  Fund,  shall  not  be  issued  for  any  other 
purpose  than  the  payment  of  the  salaries  of  qualified  teachers 
under  this  act  *  *  *"  (Sec.  7,  Art.  Ill  of  act.) 

With  respect  to  local  taxes,  the  act  (Ch.  53,  Stats.  1852)  also  provided 
that: 

"Not  less  than  50  percent  of  the  school  fund  raised  by  county 
tax  and  paid  into  the  county  treasury,  shall  be  paid  for  any  other 
purpose  than  the  payment  of  qualified  teachers;  and  the  residue 

(39) 
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of  the  moueys  distributed  to  the  several  districts.  From  the  county 
school  fund  may  be  appropriated,  for  the  purchase  of  a  district 
school  library,  to  build  a  district  school  house,  or  such  other  con- 
tingent expenses  of  the  school,  as  the  school  commissioners  of  each 
district  shall  determine."  (Sec.  8,  Art.  Ill  of  act.) 

Again  in  1855  the  Legislature  revised  the  school  laws  of  the 
State  by  the  enactment  of  Chapter  185  of  the  Statutes  of  that  year 
(1855:185:229).  That  act  (Ch.  185,  Stats.  1855)  provided  that: 

' '  The  school  trustees  or  board  of  education  of  each  city,  town  and 
district,  may  use  the  moneys  from  the  county  school  fund  to  pur- 
chase, build  or  rent  school  houses ;  to  purchase  libraries ;  and  to  pay 
teachers  or  contingent  expenses,  as  they  may  deem  proper."  (Sec. 
30.) 

In  1863,  the  Legislature  again  repealed  the  existing  school  laws  and 
enacted  a  new  school  law  which  was  more  comprehensive  than  former 
acts  (1863:159:194).  However,  the  provisions  of  the  Act  of  1863  pre- 
scribing the  amount  of  school  moneys  which  were  required  to  use  for 
payment  of  teachers'  salaries  were  practically  identical  to  those  of  the 
Act  of  1855  (cp.  Sees.  62  and  65  of  Ch.  159,  Stats.  1863  and  Sees.  27 
and  30  of  Ch.  185,  Stats.  1855). 

Further  expansion  of  the  Public  School  System  was  effected  bv  the 
enactment  of  the  "Revised  School  Law"  of  1866  (1865-66:342:383). 
That  act,  like  its  predecessors,  contained  provisions  relating  to  the  use 
of  school  moneys  by  governing  boards  of  school  districts  and  provided, 
in  part,  that : 

"Any  board  of  trustees  may  use  the  county  school  moneys  for 
any  of  the  purposes  authorized  by  this  act ;  but  all  state  school 
moneys,  except  in  those  cities  where  it  has  otherwise  been  expressly 
provided  by  special  law,  shall  be  used  exclusively  for  the  pajnnent 
of  teachers,  excepting  the  10  percent  reserved  for  district  school 
library  purposes."  (Sec.  50.) 

Somewhat  repetitious  were  the  provisions  of  Section  104  of  the  act 
(1865-66:342:383)  which  read  as  foUows: 

"The  State  School  Fund,  excepting  as  otherwise  provided  in  this 
act,  shall  be  used  for  no  other  purpose  than  the  payment  of  teach- 
ers legally  qualified  and  employed  under  the  provisions  of  this  act. 
County  school  moneys  may  be  used  by  the  county  superintendent 
and  trustees  for  the  various  purposes  as  authorized  and  provided 
in  this  act. ' ' 

The  foregoing  provisions  of  the  Revised  School  Law  of  1866  which 
required  the  use  of  the  State  School  Fund  for  the  payment  of  teachers' 
salaries,  with  certain  exceptions,  and  permitted  the  use  of  county  school 
moneys  for  that  purpose  were  continued  in  effect  with  the  enactment 
of  the  Political  Code  in  1872.  Section  1622  of  the  Political  Code,  as 
originally  enacted,  read  as  follows : 

"Board  of  trustees  may  use  the  county  school  moneys  for  any 
purposes  authorized  by  this  chapter;  but  all  state  school  moneys, 
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except  in  those  cities  where  it  has  otherwise  been  expressly  pro- 
vided by  special  law,  must,  except  the  10  percent  reserved  for 
district  school  library  purposes,  be  used  exclusively  for  the  pay- 
ment of  teachers." 

Section  1861  of  that  code  (Pol.  C),  as  originally  enacted,  read  as 
follows : 

* '  The  State  School  Fund,  excepting  as  otherwise  provided  in  this 
chapter,  must  be  used  for  no  other  purpose  than  the  payment  of 
teachers. ' ' 

Provisions  of  law  relating  to  the  Public  School  System  were  included 
in  the  Political  Code  from  the  date  of  its  enactment  (1872)  until  the 
enactment  of  the  School  Code  in  1929.  During  that  time  (1872  to  1929) 
Political  Code  Section  1622  was  amended  on  several  occasions  and 
Section  1861  was  amended  twice.  In  1880  these  sections  (Pol.  C,  Sees. 
1622  and  1861)  were  amended  by  requiring  all  state  school  moneys  to 
be  used  for  the  payment  of  teachers  ' '  of  primary  and  grammar  schools, ' ' 
rather  than  for  the  payment  of  teachers,  with  the  exception  of  the  10 
percent  reserved  for  school  library  purposes  (CA  1880:44:28).  Again 
in  1893,  Political  Code  Section  1861  was  amended  to  require  the  State 
School  Fund  to  be  used  exclusively  for  the  payment  of  salaries  of 
primary  and  grammar  school  teachers.  (1893:193:236) 

Section  1622  of  the  Political  Code  was  further  amended  in  1907 
(1907:86:110)  to  require  not  only  all  of  the  state  school  money  to  be 
used  for  the  payment  of  teachers'  salaries,  but  also  to  require  60  per- 
cent of  county  school  moneys  to  be  used  for  that  purpose.  As  amended, 
that  section  Pol.  C,  Sec.  1622)  read  as  follows: 

"Board  of  school  trustees  and  city  boards  of  education  may  use 
40  percent  of  the  county  school  money  for  any  purposes  authorized 
by  this  chapter ;  but  all  the  state  school  money  and  not  less  than 
60  percent  of  the  county  school  money  shall  be  applied  exclusively 
to  the  payment  of  teachers'  salaries  of  the  primary  and  grammar 
schools. ' ' 

In  1909,  this  section  (Pol.  C,  Sec.  1622)  was  further  amended  to 
provide,  in  effect,  that  school  moneys  required  to  be  applied  to  the 
payment  of  teachers'  salaries  could  also  be  used  for  the  payment  of 
salaries  of  any  "city  superintendent  of  public  schools  or  supervising 
principal  of  public  schools  who  holds  a  teacher 's  certificate  in  force  the 
full  time  for  which  the  requisition  is  drawn"  (1909:203:310). 

The  amendments  of  the  section  (Pol.  C,  Sec.  1622)  in  1913  (1913: 
91 :94)  and  in  1921  (1921 :  595  :  1006)  merely  changed  the  percentage  of 
county  school  money  that  was  required  to  be  used  for  pajmient  of 
teachers'  salaries.  The  amendment  of  1913  decreased  the  amount  from 
60  percent  to  50  percent  and  the  amendment  of  1921  raised  that  per- 
centage back  to  60  percent. 

These  provisions  (Pol.  C,  Sees.  1622  and  1861)  requiring  all  state 
school  funds  apportioned  to  school  districts  and  a  prescribed  percentage 
of  county  school  funds  so  apportioned  to  be  used  exclusively  for  the 
payment  of  teachers'  salaries  were  included  in  the  School  Code  as 
enacted  in  1929   (Sch.  C,  1929:23:1),  at  which  time  Political  Code, 
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Sections  1622  and  1861,  were  repealed.  Section  4.20  of  the  School  Code, 
as  originally  enacted,  read  as  follows : 

' '  The  State  School  Fund  must  be  used  for  no  other  purpose  than 
the  payment  of  the  salaries  of  teachers  of  primary  and  grammar 
schools. ' ' 

School  Code  Sections  4.702  to  4.704,  inclusive,  which  were  preceded 
by  Political  Code,  Section  1622,  read  as  follows : 

"4.702.  Except  as  otherwise  provided,  boards  of  school  trustees 
and  city,  city  and  county,  boards  of  education  may  use  40  percent 
of  the  county  school  money  for  any  of  the  purposes  authorized  by 
this  code. 

''4.703.  All  the  state  school  money  and  not  less  than  60  percent 
of  the  county  school  money  shall  be  applied  exclusively  to  the  pay- 
ment of  teachers'  salaries  of  the  elementary  schools. 

"4.704.  Any  superintendent  of  public  schools  or  supervising 
principal  of  public  schools  who  holds  a  teacher's  certificate  in  force 
for  the  full  time  for  which  the  requisition  is  drawn  may  be  paid 
out  of  the  same  money  or  fund  used  for  the  payment  of  teachers' 
salaries  of  the  elementary  schools." 

These  provisions  (Sch.  C,  Sees.  4.20,  4.702,  4.703  and  4.704)  re- 
mained unchanged  while  a  part  of  the  School  Code  (1929  to  1943), 
except  that  following  the  adoption  of  the  proposed  constitutional 
amendment  submitted  to  the  electors  of  the  State  at  a  special  election 
held  in  June,  1933  (Proposition  No.  1),  which  was  a  part  of  the  so- 
called  "Riley-Stewart  Plan,"  the  Legislature  enacted  Chapter  1050 
of  the  Statutes  of  1933  and,  in  effect,  renumbered  Section  4.20  of  the 
School  Code  so  that  the  same  became  Section  4.6  of  that  code. 

With  the  enactment  of  the  Education  Code  in  1943  (Ch.  71,  Stats. 
1943),  the  provisions  of  former  School  Code  Section  4.6  were  included 
in  Section  5156  of  the  Education  Code  and  those  formerly  contained 
in  School  Code  Sections  4.702  to  4.704,  inclusive,  were  included  in 
Education  Code  Sections  6703  to  6705,  inclusive  (see  Stats.  1943, 
p.  3431).  The  provisions  of  those  sections  (Ed.  C.  Sees.  5156,  6703, 
6704,  and  6705)  remained  unchanged  until  the  enactment  of  Chapter 
401  of  the  Statutes  of  1947,  following  the  adoption  of  proposition  No. 
3,  an  initiative  measure  submitted  to  the  electors  at  the  General  Elec- 
tion in  November,  1946.  That  measure  (Proposition  No.  3),  among 
other  things,  proposed  to  the  electors  the  amendment  of  Section  6  of 
Article  IX  of  the  State  Constitution  to  require  the  Legislature  to  add 
to  the  State  School  Fund  each  fiscal  year  such  amount  as  would  pro- 
vide an  amount  equal  to  $120  per  unit  of  average  daily  attendance  in 
the  public  schools  during  the  preceding  school  year,  to  be  apportioned 
in  such  manner  as  the  Legislature  may  prescribe,  except  that  each 
school  district  would  be  entitled  to  not  less  than  $90  per  pupil  in 
average  daily  attendance  in  the  district  during  the  preceding  school 
year  or  not  less  than  $2400,  whichever  was  the  greater  amount.  Follow- 
ing the  adoption  of  that  initiative  measure  (Proposition  3  of  1946), 
the  Legislature  enacted  Chapter  401  of  the  Statutes  of  1947  to  require 
the  transfer  from  the  General  Fund  to  the  State  School  Fund  the 
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amount  specified  in  the  constitutional  amendment  and  to  provide  for 
the  apportionment  of  that  fund  (State  School  Fund).  That  act  (Ch. 
401,  Stats.  1947),  among  other  things  repealed  the  chapters  (Ch.  2 
and  12,  Div.  3,  Ed.  C.)  of  which  Education  Code  Sections  5156,  6703, 
6704,  and  6705  were  formerly  a  part,  and  added  new  Chapters  2  and 
12  to  that  division  (Div.  3,  Ed.  C).  The  only  provision  which  was 
included  in  that  act  (Ch.  401,  Stats.  1947)  which  was  similar  to  those 
formerly  included  in  the  Education  Code  was  that  contained  in  Sec- 
tion 6703  as  added  by  the  chapter.  That  section  (Ed.  C.  Sec.  6703) 
read  as  follows: 

"Not  less  than  85  percent  of  all  moneys  apportioned  to  a  school 
district  from  the  State  School  Fund  under  Articles  12  and  13  of 
Chapter  15  of  this  division,  exclusive  of  said  amounts  allowed 
under  Article  2  of  Chapter  15,  during  any  fiscal  year  must  be 
expended  during  the  same  fiscal  year  for  the  payment  of  salaries 
of  persons  employed  by  the  district  in  positions  requiring  cer- 
tification qualifications. ' ' 

Thus,  the  act  (Ch.  401,  Stats.  1947)  require  school  districts  to  ex- 
pend a  specified  amount  of  all  moneys  apportioned  to  such  districts 
from  the  State  School  Fund,  rather  than  all  state  money  and  60  per- 
cent of  county  school  money,  for  the  payment  of  salaries  of  "persons 
employed  by  the  district  in  positions  requiring  certification  qualifica- 
tions," rather  than  the  payment  of  "teachers'  salaries  of  the  elemen- 
tary schools. ' '  * 

The  section  (Ed.  C,  Sec.  6703)  was  further  amended  during  the 
1947  Regular  Session  (1947:1270:2779)  to  require  school  districts  to 
expend  the  prescribed  percentage  of  school  funds  apportioned  to  such 
districts  for  the  payment  of  salaries  of  certificated  employees  or  "for 
the  payment  of  tuition  by  the  district  to  another  district"  and  to 
permit  the  State  Board  of  Education  to  grant  exemptions  from  this 
requirement  in  certain  hardship  cases.  As  amended  in  1949  (1949: 
1017:1866),  the  section  (Ed.  C,  Sec.  6703)  permitted  the  Superin- 
tendent of  Public  Instruction,  rather  than  the  State  Board  of  Educa- 
tion, to  grant  the  exemptions  from  the  requirements  of  the  section. 
In  1951,  the  section  was  repealed  and  added  in  identical  form  as  a 
part  of  the  apportionment  law  of  that  year  (1951 :  228 :  481). 

*  It  should  be  noted  that  prior  to  the  adoption  of  Proposition  No.  3  at  the  1946 
General  Election  and  the  enactment  of  Chapter  401  of  the  Statutes  of  1947, 
Section  6  of  Article  IX  of  the  State  Constitution  required  the  Legislature  to  add 
to  the  State  School  Fund  the  sum  of  $30  per  pupil  in  average  daily  attendance 
in  the  elementary  schools  during  the  preceding  school  year  for  distribution  each 
school  year  in  the  manner  prescribed  by  the  Legislature.  Also  that  the  section 
(Sec.  6,  Art.  IX)  required  the  establishment  of  a  "State  High  School  Fund"  and 
the  transfer  from  State  revenues  of  a  similar  amount  ($3  per  a.d.a.)  for  distri- 
bution each  school  year  to  the  secondary  schools  of  the  State.  Further,  that 
the  section  (Sec.  6,  Art.  IX)  then  required  the  levy  of  a  county  tax  in  an  amoxmt 
sufficient  to  provide  not  less  than  $30  per  unit  of  average  daily  attendance  in 
the  elementary  schools  for  the  support  of  such  schools  and  the  levy  of  a  county 
tax  in  an  amount  sufficient  to  provide  not  less  than  $60  per  unit  of  average 
daily  attendance  in  the  secondary  schools  for  the  support  of  such  secondary 
schools. 

Thus,  prior  to  the  adoption  of  Proposition  3  in  1946  and  the  enactment  of 
Chapter  401  of  the  Statutes  of  1947,  all  of  the  State  School  Fund  apportioned 
for  the  support  of  the  elementary  schools  ($30  per  a.d.a.)  and  60  percent  of 
county  school  moneys  (60  percent  of  $30  per  a.d.a.)  apportioned  for  their  support 
had  to  be  expended  for  the  payment  of  elementary  school  teachers'  salaries. 
Lilvewise,  under  the  provisions  of  the  Constitution  as  amended  in  1920  (Sec.  6, 
Art.  IX),  all  of  the  state  moneys  and  60  percent  of  county  moneys  had  to  be 
used  for  the  payment  of  salaries  of  teachers  in  the  secondary  schools. 
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The  section  (Ed.  C.  Sec.  6703)  was  again  amended  in  1953  (1953: 
1510:3121)  by  adding  a  provision  to  the  effect  that  if  any  portion  of 
the  85  percent  of  the  apportionment  to  a  school  district  was  not  ex- 
pended in  the  manner  required  and  the  district  was  not  exempted  from 
that  requirement,  then  the  county  superintendent  of  schools  must  add 
such  portion  to  the  amount  required  to  be  expended  for  salaries  or 
tuition  during  the  next  succeeding  fiscal  year  or  transfer  80  percent 
thereof  to  the  county  school  service  fund. 

In  1955  the  section  (Ed.  C.  Sec.  6703)  was  further  revised  to  require 
each  school  district  to  expend  not  less  than  65  percent  of  the  foundation 
program  of  the  district  for  the  current  fiscal  year  plus  65  percent  of 
the  apportionment  for  growth  during  the  preceding  fiscal  year  for  the 
payment  of  salaries  of  certificated  employees  or  interdistrict  tuition, 
rather  than  85  percent  of  the  apportionment  to  the  district  for  basic 
and  equalization  aid  (1955:994:1891).  As  amended  in  1957  (1957:- 
1073:2360),  the  section  (Ed.  C.  See.  6703)  provides,  in  effect,  that 
each  district  shall  expend  for  those  purposes  not  less  than  65  percent 
of  the  foundation  program  of  the  district  plus  65  percent  of  the  appor- 
tionment for  growth  or  65  percent  of  the  basic  and  equalization  aid 
apportioned  to  the  district  plus  such  amount  as  would  be  raised  by  the 
levy  of  the  maximum  tax  rate  of  the  district  if  that  amount  is  less  than 
the  amount  of  the  foundation  program  of  the  district.  The  section  now 
also  provides  that  65  percent  of  the  apportionments  for  adults  and  for 
elementary  district  pupils  attending  a  junior  high  school  maintained 
by  a  high  school  district  shall  be  expended  for  salaries  of  certificated 
employees  and  interdistrict  tuition. 

2.   Constitutional  Provisions 

Section  6  of  Article  IX  of  the  State  Constitution,  as  amended  by  the 
adoption  of  the  initiative  measure  submitted  to  the  electors  of  the  State 
at  the  general  election  held  in  November,  1920  (Proposition  No.  16), 
also  contained  a  provision  requiring  a  specified  amount  of  school  moneys 
to  be  expended  for  teachers'  salaries. 

Prior  to  the  adoption  of  that  proposition  (Proposition  No.  16),  Sec- 
tion 6  of  Article  IX  defined  the  public  school  system  as  including  the 
"primary  and  grammar  schools"  and  such  high  schools,  evening 
schools,  normal  schools  and  technical  schools  as  may  be  established  by 
the  Legislature.  The  section  (Sec.  6,  Art.  IX)  further  provided  with 
respect  to  the  State  School  Fund  that  the  entire  revenue  derived  there- 
from "shall  be  applied  exclusively  to  the  support  of  the  primary  and 
grammar  schools. ' ' 

The  amendment  of  that  section  (Sec.  6,  Art.  IX)  by  the  adoption  of 
the  initiative  measure  referred  to  required  the  Legislature  to  add  to  the 
State  School  Fund  each  school  year  the  sum  of  30  dollars  per  unit  of 
average  daily  attendance  in  the  elementary  schools  of  the  State  during 
the  preceding  school  year ;  required  the  establishment  of  a  "  State  High 
School  Fund"  and  the  transfer  from  state  revenues  to  that  fund  each 
school  year  of  an  amount  equal  to  30  dollars  per  unit  of  average  daily 
attendance  in  the  secondary  schools  during  the  preceding  school  year 
for  the  support  of  such  schools ;  required  the  Legislature  to  provide  for 
the  levy  of  a  county  elementary  school  tax  which  would  produce  not 
less  than  30  dollars  per  unit  of  average  daily  attendance  in  the  elemen- 
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tary  schools  of  the  county  for  the  support  of  such  schools,  and  required 
the  levy  of  a  county  high  school  tax  which  would  produce  not  less  than 
60  dollars  per  unit  of  average  daily  attendance  in  the  secondary  schools 
of  the  county  for  the  support  of  such  schools.  The  section  (Sec.  6,  Art. 
IX)  as  amended  further  provided,  in  part,  that : 

''The  entire  amount  of  money  provided  by  the  State,  and  not 
less  than  60  percent  of  the  amount  provided  by  county,  or  city  and 
county,  school  taxes  shall  be  applied  exclusively  to  the  payment  of 
public  school  teachers'  salaries." 

The  ballot  argument  in  favor  of  this  proposed  constitutional  amend- 
ment read,  in  part,  as  follows : 

"This  constitutional  amendment  was  framed  to  provide  more 
definite  and  adequate  support  for  public  schools.  It  will  increase 
the  State's  contribution  for  support  of  elementary  and  high 
schools  about  270  dollars  yearly  for  each  teacher  employed.  The 
average  yearly  salary  for  elementary  teachers  is  about  1,000  dollars. 
This  amendment  will  raise  this  average  to  about  1,270  dollars.  This 
is  not  too  much  to  pay  teachers  who  hold  in  their  hands  the 
destiny  of  America. " 

Other  than  the  foregoing,  there  does  not  appear  to  be  anything  in 
the  ballot  argument  in  support  of  the  proposition  (Proposition  No.  16) 
to  indicate  the  purpose  of  the  provision  requiring  all  of  the  state  money 
and  not  less  than  60  percent  of  the  county  school  moneys  to  be  used 
exclusively  for  the  payment  of  teachers'  salaries.  It  may  be  noted, 
however,  that  the  amendment  of  Political  Code  Section  1622  by  Chap- 
ter 91  of  the  Statutes  of  1913  decreased  the  amount  of  county  school 
moneys  required  to  be  applied  to  the  payment  of  teachers'  salaries 
from  60  to  50  percent.  Following  the  adoption  of  this  constitutional 
provision  in  1920,  the  statutory  provision  prescribing  the  amount  of 
county  school  moneys  which  was  required  to  be  applied  to  the  payment 
of  teachers'  salaries  was  increased  to  correspond  to  the  constitutional 
provision  (Ch.  595,  Stats.  1921). 

The  constitutional  provision  requiring  all  of  the  state  moneys  and 
60  percent  of  county  school  moneys  to  be  applied  to  the  payment  of 
teachers'  salaries  remained  a  part  of  Section  6  of  Article  IX  of  the 
State  Constitution  until  the  adoption  of  the  initiative  measure  (Propo- 
sition No.  3)  amending  that  section  (Sec.  6,  Art.  IX)  in  1946.  Since 
then  the  requirement  that  a  specified  amount  of  school  moneys  be 
applied  to  the  payment  of  teachers '  salaries  has  been  a  statutory,  rather 
than  a  constitutional,  requirement. 


Very  truly  yours, 


Ralph  N.  Kleps 
Legislative  Counsel 


(Signed)  By  Eobley  E.  George 

Deputy  Legislative  Counsel 
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October  15,  1958 
The  Honorable  George  Miller,  Jr.,  Chairman 
Senate  Special  Committee  on  Governmental 

Administration 
State  Capitol,  Sacramento,  California 

Dear  Senator  Miller  : 

We  take  pleasure  in  transmitting  the  report  on  employee  benefits 
for  state  employees,  public  school  teachers,  and  employees  in  private 
industry  in  the  State  of  California. 

This  report  develops  an  overall  picture  of  the  retirement  programs 
and  other  benefit  arrangements  currently  provided  to  state  employees 
and  public  school  teachers.  It  includes  some  analysis  of  the  history  of 
these  programs  and  the  basic  provisions  with  respect  to  benefits, 
methods  of  financing,  and  administration.  It  presents  the  best  possible 
estimates  of  the  cost  of  these  programs  to  the  employer  and  the  em- 
ployee. The  adequacy  of  the  programs  is  evaluated,  and  the  gaps 
existing  in  the  protection  offered  are  noted. 

An  overall  picture  is  also  presented  of  the  employee  benefit  pro- 
grams in  private  industry  in  California.  This  is  based  on  information 
obtained  from  a  survey  of  a  large  number  of  firms  in  California. 

The  "Summary  and  Conclusions"  section  includes  not  only  a  brief 
statement  of  the  findings  but  also  a  comparative  evaluation  of  the 
public  and  private  benefit  programs. 

Finally,  several  major  problem  areas  meriting  legislative  considera- 
tion are  suggested. 

We  should  like  to  make  grateful  acknowledgment  for  the  valuable 
assistance  and  advice  given  us  by  the  members  of  the  Advisory  Com- 
mittee appointed  by  you  in  connection  with  this  project.  We  are  espe- 
cially grateful  to  Mr.  Lauren  Haight,  Actuary  for  the  State  Employees ' 
and  Teachers'  Retirement  systems;  Mr.  Leo  Reynolds  of  the  Teachers' 
Retirement  System ;  Mr.  R.  Permin  Everett  of  the  Personnel  Board ; 
Mr.  AVilliam  Payne  of  the  State  Employees'  Retirement  System;  Mr. 
Sam  Hansen  of  the  California  State  Employees '  Association ;  Mr.  Don- 
ald Henry  of  the  American  Federation  of  Teachers ;  Mr.  Robert  McKay 
and  Dr.  Garford  G.  Gordon  of  the  California  Teachers'  Association 
and  Dr.  Henry  W.  Maguuson  of  the  California  State  Department  of 
Education.  I  wish  to  add  my  personal  thanks  to  Mr.  Earl  G.  Waters, 
Executive  Secretary  of  your  committee,  for  the  help  and  co-operation 
extended  to  me  and  to  the  members  of  our  staff.  Miss  Carmen  Hews 
and  Mrs.  Trudy  Bua,  in  the  course  of  this  work. 

We  trust  that  this  report  will  be  of  assistance  to  your  committee  in 
its  deliberations. 

Very  truly  yours, 

WOODWARD  AND  FONDILLER,  INC. 

Michael  T.  Wermel, 
Vice  President 
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SUMMARY  AND  CONCLUSIONS 

1.  The  availability  of  precise  information  concerning  prevailing  bene- 
fit practices  and  their  costs  varies  among  the  gronps  considered  in  this 
report.  For  state  employees,  the  different  benefits  are  a  matter  of  pub- 
lic record,  and  reasonably  accurate  cost  estimates  can  be  made.  Public 
school  teachers  are  employees  of  1,834  California  school  districts.  While 
the  State  Education  Code  establishes  certain  minimum  standards  for 
benefits,  the  actual  benefits  provided  differ  sharply  among  the  districts. 
In  private  industry,  benefits,  except  for  the  legislated  programs,  also 
vary  widely  both  in  terms  of  cost  and  of  practice.  Sufficient  information 
is  obtainable  on  a  sample  basis,  however,  to  arrive  at  some  general 
approximation  of  expenditures  and  of  representative  practices. 

2.  The  summary  and  comparison  of  benefits,  therefore,  reflect  the 
differences  among  these  three  groups;  the  kinds  of  information  vary; 
and  the  treatment  of  the  available  data  differ  accordingly. 

3.  The  analysis  of  state  employee  benefits  is  based  on  information 
furnished  primarily  by  the  State  Personnel  Board  and  the  State  Em- 
ployees' Retirement  System.  Employment  data  used  were  as  of  the  end 
of  1957  when  the  State  had  84,350  employees  on  the  payroll,  excluding 
University  of  California  and  statutory  employees.  The  payroll  figure 
of  430  million  dollars  was  for  Fiscal  Year  1957-58.  Information  on  the 
retirement  system,  compensated  leave,  workmen's  compensation,  and 
the  few  miscellaneous  benefits  also  relates  to  the  1957-58  Fiscal  Year. 

4.  The  principal  benefit  programs  for  state  employees  and  the  ones 
that  account  for  the  bulk  of  the  benefit  cost  are  :  (a)  retirement  benefits, 
(b)  compensated  time  off;  and  (c)  workmen's  compensation  protection. 
There  are,  in  addition,  some  miscellaneous  programs  which  are  different 
in  scope  or  which  have  special  application. 

5.  AH  state  employees  working  half-time  or  more  are  required  to  join 
the  retirement  system  after  they  have  completed  six  months  of  service. 
As  of  June  30,  1958,  membership  amounted  to  79,029. 

6.  Among  state  employees,  there  are  seven  classifications  of  member- 
ship in  the  retirement  system.  One  of  these,  "Miscellaneous,"  covers 
the  majority  of  members,  and  the  remaining  six  recognize  special 
hazards  for  certain  occupational  groups.  Except  for  a  few  special  em- 
ployee classifications,  contributions  by  the  State  and  members  are 
approximately  equal.  There  are,  however,  different  contribution  rates 
for  the  different  membership  classifications. 

7.  Average  weighted  state  contribution  rate  for  the  Fiscal  Year 
1957-58  is  estimated  at  9.87  percent  of  member  payrolls.  Applied  to 
the  payroll  for  all  state  employees,  the  rate  for  the  State  in  that  year 
amounted  to  8.71  percent,  based  on  contributions  of  $37,437,103. 

8.  The  cost  to  the  State  for  the  retirement  system  amounted  to  an 
estimated  $444  per  employee  in  the  1957-58  Fiscal  Year.  State  expendi- 
tures for  the  retirement  system  made  up  41  percent  of  all  benefit  costs. 

9.  State  employees  who  are  members  of  the  retirement  system  con- 
tribute in  accordance  with  rates  based  on  their  age,  sex,  and  member- 
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ship  classification.  In  the  1957-58  Fiscal  Year,  members,  on  an  average, 
contributed  an  estimated  8.88  percent  of  their  salaries. 

10.  Compensated  leave  programs  constitute  the  State's  most  costly 
employee  benefit.  Total  time-off  benefits,  exclusive  of  rest  periods,  ac- 
counted for  an  estimated  $613  per  employee  in  1957-58,  or  12  percent  of 
average  salary.  Time-off  benefit  charges  represented  almost  57  percent 
of  total  benefit  expenditures  in  that  period. 

11.  Vacation  pay  accounted  for  $265,  or  about  43  percent  of  the  aver- 
age annual  time-off  expenditures  of  $613.  Holiday  pay  amounted  to  an 
average  of  $209  annually  per  employee,  or  34  percent  of  paid  leave. 
Compensated  sick  leave  cost  $133  on  an  annual  average,  or  22  percent 
of  total  time-off  pay.  Other  forms  of  compensated  time  off — military 
leave,  witness  and  .jury  duty  and  the  like — made  up  only  a  negligible 
proportion  of  the  leave  cost. 

12.  Rest  periods  represent  a  controversial  time-off  benefit,  partly 
because  while  they  constitute  time  away  from  the  job  the  employees 
remain  at  their  places  of  work.  The  rest  periods  are,  of  course,  required 
by  law  for  certain  classes  of  employees,  and  there  is  a  question  in  many 
employees'  minds  as  to  whether  the  "breaks"  really  are  benefits  or 
whether  the.v  are  conditions  of  employment.  Beyond  these  considera- 
tions, there  is  the  real  problem  of  determining  what  the  rest  periods 
cost.  Payroll  records  are  not  aA^ailable  of  employees'  time  away  from 
their  job  while  they  are  taking  their  breaks.  Therefore,  the  time  and 
cost  of  these  rest  periods  must  be  estimated. 

13.  Assuming  that  every  state  employee  took  his  full  rest  period  of 
25  minutes  each  working  day,  this  item  would  have  cost  the  State  $235 
annually  per  employee  in  the  1957-58  Fiscal  Year.  This,  in  turn,  would 
have  increased  the  per  employee  cost  of  compensated  leave  to  an  esti- 
mated $848  for  the  j^ear. 

14.  If  only  63  percent  of  state  employees  take  rest  periods,  as  a 
State  Personnel  Board  check  indicated,  the  cost  to  the  State  would 
have  averaged  an  estimated  $148  on  a  per  employee  basis  in  1957-58, 
increasing  compensated  leave  expenditures  to  $761  annually. 

15.  Including  rest  periods,  therefore,  the  1957-58  costs  of  com- 
pensated leave  would  have  been  about  28  percent  greater  where  the 
practice  was  assumed  to  be  universal,  and  approximately  19  percent 
higher  if  only  63  percent  of  state  employees  had  the  rest  periods. 

16.  "Workmen's  compensation  for  state  employees  cost  an  estimated 
$2,027,316  in  the  year  of  1957-58,  making  up  about  2  percent  of  total 
benefit  expenditures.  On  an  average,  the  coverage  cost  $24  per  employee 
annually. 

17.  Suggestion  plan  or  "merit"  awards  cost  the  State  only  a  nominal 
amount.  During  the  1957-58  period,  the  State  awarded  its  emploj^ees 
$18,266  for  cost-saving  suggestions.  On  a  per  employee  basis,  this  ex- 
penditure averaged  out  to  22  cents  a  year. 

18.  Several  other  programs,  either  minor  in  scope  or  different  in 
character,  need  to  be  included  in  a  complete  description  of  existing 
state  benefit  arrangements.  One  of  these  is  the  educational  tuition 
refund  plan  for  state  employees  that  was  authorized  by  the  1957  Legis- 
lature. The  program  is  now  being  organized ;  up  to  September  1,  1958, 
no  payment  had  been  made.  The  financial  impact  of  this  program  can- 
not, therefore,  be  evaluated  at  the  present  time. 


EMPLOYEE  AND   TEACHER  BENEFIT  PROGRAMS  'it 

19.  For  a  very  limited  group  of  employees,  the  State  also  incurs 
expenditures  for  special  health  and  welfare,  pension,  and  group  life 
insurance  plans.  These  plans  cover  237  construction  trades  employees 
hired  on  a  casual  basis  and  545  printing  trades  employees.  Together, 
this  group  accounts  for  less  than  one  percent  of  State  employment.  The 
cost  of  these  plans  was  estimated  at  $133,019  for  the  fiscal  year  of 
1957-58. 

20.  State  employee  benefit  programs  thus  are  estimated  to  have  cost 
some  91  million  dollars  in  the  1957-58  period  excluding  any  charges 
for  rest  periods.  There  are  several  ways  of  expressing  the  relationship 
between  benefit  expenditures  and  emj)loyees'  pay  and  hours.  Benefit 
costs  may  be  related  to  total  pay  which  includes  compensation  both  for 
time  worked  and  for  paid  leave,  or  they  may  be  related  only  to  pay  for 
time  that  is  actually  worked.  In  noting  the  costs  of  benefits  per  pay- 
roll hour,  the  same  distinction  can  be  made.  The  benefit  expenditures 
can  be  expressed  in  terms  of  cost  for  all  payroll  hours — those  that  are 
worked  and  those  that  are  spent  on  leave — or  in  terms  of  cost  for  only 
those  payroll  hours  that  are  worked.  The  costs  also  can  be  shown  as  an 
annual  amount  per  employee.  Each  method  has  some  value  for  purposes 
of  analysis  and  for  comparison  with  the  various  surveys  of  benefit 
costs.  This  91  million  dollars  amounted  to  about  21  percent  of  total 
pay  and  24  percent  of  pay  for  the  time  worked.  Stated  somewhat 
differently,  these  costs  approximated  52  cents  per  payroll  hour  and  59 
cents  for  each  payroll  hour  that  was  worked.  The  benefits  cost  the 
State  an  average  of  $1,082  per  year  per  employee,  exclusive  of  rest 
periods. 

21.  With  the  inclusion  of  rest  periods,  employee  benefit  costs  for 
1957-58  would  advance  substantially.  Computing  rest  periods  at  25 
minutes  per  employee  each  working  day  would  bring  total  employee 
benefit  costs  up  to  an  estimated  $111  or  almost  26  percent  of  total  pay 
and  29  percent  of  pay  for  the  time  worked.  All  benefit  expenditures 
would  amount  to  about  63  cents  per  payroll  hour  and  72  cents  per 
hour  actually  worked.  Benefits,  on  an  average,  would  have  cost  the 
State  $1,317  per  employee  in  the  year. 

22.  If  the  rest  period  cost  were  computed  instead  on  the  basis  of 
63  percent  of  state  employment,  the  overall  charge  would  be  somewhat 
lower.  Total  benefit  costs  in  this  instance  would  increase  to  almost 
$104  million  as  compared  with  $91  million  excluding  the  item.  This 
total  would  constitute  24  percent  of  total  pay  and  29  percent  of  pay 
for  time  worked.  All  benefits  would  cost  59  cents  per  total  payroll 
hour  and  67  cents  for  each  payroll  hour  that  was  worked.  Annually, 
the  State  would  pay  benefits  at  the  average  rate  of  $1,230  for  each 
employee. 

23.  The  State's  cost  for  employee  benefits  takes  on  added  meaning 
when  it  is  compared  with  other  experiences  relative  to  benefit  program 
expenditures.  An  overall  comparison  can  be  made  with  the  results  of 
the  1957  survey  of  benefit  costs  made  by  the  Chamber  of  Commerce  of 
the  United  States  among  companies  throughout  the  Country  and  with 
the  findings  of  the  special  survey  of  1957  benefit  expenditures  in  Cali- 
fornia firms  that  was  undertaken  for  this  study.  For  this  general 
comparison,  three  simple  indicators  point  up  the  differences  in  cost 
experience : 
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California  California 

United              private  state 

Benefit  costs  as                                          States             industry  employment* 

Percent  of  total  pay 21.8                   19.9  24.1 

Cents  per  payroll  hour 47                      51  59 

Dollars  per  year  per  employee 981                 1,043  1,230 

*  For  purposes  of  comparison,  rest  period  cliarges  for  63  percent  of  State  employees  wer«  included. 

24.  As  the  table  above  shows,  California  firms  spent  more  on  benefits, 
either  in  cents  per  total  payroll  hour  or  in  dollars  per  year  per  em- 
ployee, than  did  companies  on  a  nationwide  basis.  Because  the  Cali- 
fornia companies'  wages  were  higher  than  those  in  the  United  States 
study,  benefit  expenditures  expressed  as  a  proportion  of  pay  were  lower 
in  California  than  for  the  Country  as  a  whole.  For  each  of  the  three 
indicators  used,  the  State's  cost  for  employee  benefits  was  greater  than 
in  private  industry. 

25.  The  State,  however,  essentially  must  be  considered  as  a  single 
employer.  In  the  two  comparative  studies,  all  the  participating  com- 
panies' wages,  hours,  and  benefit  expenditures  were  lumped  together 
and  averaged.  The  separate  companies  in  the  California  survey  had 
widely  different  benefits  and,  therefore,  experienced  sharp  differences 
in  costs.  Represented  in  the  survey  were  manufacturing  and  nonmanu- 
facturing  concerns,  firms  located  in  Northern  and  Southern  California 
and  large  as  well  as  medium-sized  and  small  establishments.  The  nature 
of  the  individual  programs  and  the  costs  attached  differed  widely  in 
line  with  size  of  work  force,  geographical  location,  industrial  activity, 
extent  of  unionization,  management  philosophy,  and  a  number  of  other 
important  factors.  The  answer  to  the  question,  "How  is  it  done  in 
private  industry?"  must  be  that  it  is  done  in  a  A'ariety  of  ways  and 
that  there  is  no  one  pattern  which  could  be  taken  as  representative  of 
private  industry  as  a  whole. 

26.  Despite  the  differences,  there  are  certain  general  patterns  of 
benefit  practices,  and  it  also  is  possible  to  arrive  at  overall  or  category 
averages.  While  these  averages  are  subject  to  many  limitations,  they 
are,  nevertheless,  of  considerable  value.  The  summary  table  below  pre- 
sents some  of  these  averages  and  compares  them  with  state  data  where 
similar  benefits  are  provided.  In  the  tabulation,  the  costs  are  expressed 
in  terms  of  benefit  expenditures  as  a  proportion  of  pay  for  time  worked. 
This  concept  of  relating  benefit  costs  to  the  productive  payroll  differs 
somewhat  from  the  comparison  with  total  pay,  which  includes  the  cost 
of  paid  leave,  shown  in  the  short  table  in  paragraph  23  above.  Because 
the  state  information  and  that  for  private  industry  in  California  were 
both  developed  on  the  same  basis,  this  more  meaningful  comparison  is 
possible.  "While  the  various  percentages  concerning  state  expenditures 
can  be  added  to  an  overall  percentage  of  benefit  charges  as  a  percent  of 
pay  for  hours  worked,  no  such  addition  can  be  made  for  the  private 
industry  items.  This  is  because  the  calculations  for  the  different  benefit 
programs  were  made  only  for  those  firms  having  the  specific  programs. 
To  have  based  the  individual  percentages  on  data  for  all  the  survej-ed 
companies,  those  with  the  specific  benefits  and  those  without  them, 
would  have  distorted  the  cost  data  for  the  separate  benefits.  The  table 
following  shows  state  and  private  industry  benefit  costs  as  a  proportion 
of  pay  for  time  worked : 
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California      California 
private  state 

industry  employment 
Benefit  items                                                                      (percent)      (percent) 

Unemployment  insurance 0.8 

Workmen's  compensation 0.5  0.5 

Retirement  plans — total 5.4  9.9 

Federal  Old-age,  Survivors  Disability  Insurance 2.1 

Private  retirement  plans 3.3 

Group  insurance  (includes  life,  accident  and 

sickness,  medical)    2.3 

Time-off  benefits 

Vacations    3.0  5.9 

Holidays   2.5  4.7 

Sick  leave 1.9  3.0 

Rest  periods 4.3  3.3 

Other 0.6  0.1 

Special  benefits 1.2 

27.  Most  generally  found  in  California's  private  industry  are  the 
programs  required  by  federal  or  state  legislation.  The  four  major 
programs  are:  (a)  workmen's  compensation;  (b)  Federal  Old-age,  Sur- 
vivors, and  Disability  Insurance;  (c)  unemployment  insurance;  and 
(d)  California  Temporary  Disability  Insurance.  In  addition,  there  are 
certain  provisions  in  the  Labor  Code  with  respect  to  working  conditions 
and  which  affect  women  and  minors  mainly  that  may  be  regarded  as 
being  in  the  nature  of  benefits.  Important  among  these  provisions  are 
rest  periods.  Most  workers  in  private  industry  are  covered  by  the  legis- 
lated programs  although  coverage  provisions  under  each  of  the  statu- 
tory arrangements  are  not  uniform.  The  California  employees,  work- 
men's compensation  offers  the  most  widespread  protection.  Under  the 
other  three  programs,  the  chief  groups  of  private  industry  workers 
excluded  are  those  in  agriculture  and  domestic  service,  and  employees 
of  nonprofit  institutions.  Railroad  workers  are  covered  by  special  pro- 
grams under  federal  legislation. 

28.  The  financing  approaches  and  the  costs  of  the  four  legislated  pro- 
grams vary.  Workmen's  compensation  is  paid  for  by  employers,  and 
the  cost,  expressed  as  a  percent  of  paj^roll,  varies  with  company  ex- 
perience. Unemployment  insurance  also  is  an  employer-supported  pro- 
gram ;  payrolls  are  taxed  up  to  the  first  $3,000  of  employees '  annual 
earnings  with  the  combined  federal  and  state  taxes  ranging  from  as 
low  as  0.3  percent  to  as  high  as  3.0  percent  depending  upon  companies' 
claims  experience  and  some  related  factors.  The  Federal  Old- Age,  Sur- 
vivors, and  Disability  Insurance  program  is  supported  jointly  by  em- 
ployers and  employees.  In  1957  and  1958,  the  tax  was  levied  at  the 
rate  of  2.25  percent  on  the  first  $4,200  of  annual  earnings;  beginning 
in  1959  employer  and  employee  taxes  will  be  paid  at  the  rate  of  2.5 
percent  on  the  first  $4,800  of  annual  earnings.  The  California  Tempo- 
rary Disability  Insurance  program  is  financed  primarily  by  a  payroll 
tax  on  workers.  In  1957,  this  amounted  to  1  percent  on  the  first  $3,000 
of  yearly  earnings.  The  taxable  wages  were  increased  in  1958  to  $3,600 
with  the  1  percent  tax  continued.  In  many  instances  companies  pay 
some  part  or  all  of  the  cost  of  this  disability  coverage  with  the  protec- 
tion being  provided  under  voluntary  carriers  rather  than  the  state 
fund. 
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29.  Average  company  costs  in  1957  for  the  legislated  programs 
amounted  to  $154  per  employee,  approximating  3  percent  of  pay  for 
hours  worked,  and  eight  cents  per  payroll  hour  worked.  Taxes  for  the 
Old-Age,  Survivors,  and  Disability  Insurance  program  accounted  for 
the  bulk  of  this  annual  expenditure,  $96.  While  employer  taxes  for 
this  program  could  only  amount  to  a  maximum  of  $94.50  for  individual 
emploj-ees,  turnover  brought  up  the  annual  cost  per  job  to  this  higher 
figure.  Unemployment  insurance  charges  averaged  $35  per  job  in  1957 
in  the  companies  studied.  Taxes  in  support  of  this  program  amounted 
to  slightly  less  than  1  percent  of  pay  for  time  worked  and  two  cents 
per  hour  for  the  actual  number  of  hours  worked.  Workmen's  compensa- 
tion represented  the  least  expensive  of  the  legislated  programs,  amount- 
ing to  $23  annually  per  employee,  about  one-half  of  1  percent  of  pay 
for  the  time  worked  and  one  cent  per  hour  actually  worked. 

30.  Employee  contributions  for  the  statutory  programs — Federal 
Old-Age,  Survivors,  and  Disability  Insurance  and  California  Tempo- 
rary Disability  Insurance — averaged,  on  a  per  job  basis,  $124  in  1957. 
This  amount  likely  represents  some  slight  overstatement  of  individual 
employee  taxes  since  the  survey  data  included  all  employee  contribu- 
tions made  in  that  year  and  thus  were  affected  by  the  labor  turnover 
factor. 

31.  Other  private  industry  programs,  established  unilaterally  by 
management  or  initiated  as  a  result  of  collective  bargaining,  fall  gen- 
erally into  the  following  classifications:  (a)  retirement  benefits;  (b) 
compensated  time  off;  (c)  group  life  insurance  and  accidental  death 
and  dismemberment  benefits;  (d)  medical  expense  and  accident  and 
sickness  arrangements;  and  (e)  miscellaneous  programs  furnishing  em- 
ployee facilities  and  services,  savings  arrangements,  bonuses,  service 
awards  and  similar  plans. 

32.  Retirement  plans  cost  companies  having  such  arrangements  an 
average  of  $156  a  year  per  employee  in  1957.  Combined  with  the  con- 
tribution of  $96  to  Federal  Old-Age,  Survivors,  and  Disability  Insur- 
ance, the  average  annual  cost  per  employee  in  firms  with  private  pen- 
sion plans  amounted  to  $252  in  1957,  according  to  study  results. 

33.  For  contributory  plans — those  in  which  the  company  and  the 
employees  both  j^ay  toward  the  cost — companies'  average  costs  were 
somewhat  higher  than  those  for  all  firms  with  retirement  programs. 
In  concerns  having  contributory  arrangements,  the  annual  per  em- 
ployee cost  averaged  $203  as  compared  with  $156  for  all  firms  with 
private  pension  plans. 

34.  The  average  annual  cost  to  employees  in  companies  with  con- 
tributor}' retirement  plans  was  $93.  Since  not  all  workers  in  these  firms 
were  enrolled  in  the  pension  programs,  the  cost  to  the  member  em- 
ployees would,  of  course,  have  been  higher.  Added  to  the  employees' 
contribution  to  a  private  plan  would  be  that  to  Old-Age,  Survivors  and 
Disability  Insurance.  The  combined  average  retirement  contribution 
would  approximate  $189  annually. 

35.  Paid  time-off  benefits  are  part  of  the  benefit  programs  of  the 
majority  of  companies.  Vacations  and  holidays  with  pay  are  general 
for  most  employees,  and  compensated  sick  leave  is  becoming  increas- 
ingly common  for  hourly  as  well  as  for  salaried  workers.  Many  firms 
also  have  paid  leave  programs  for  military  service  and  jury  and  wit- 
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iiess  duty.  They  also  in  many  instances  permit  time  ofiP  for  voting  and 
for  employees  to  take  care  of  personal  affairs  and  to  handle  nnion  busi- 
ness. Paid  lunch  periods,  wash-up  time,  travel  time,  clothes-change 
time,  get-ready  time,  and  the  like  also  are  part  of  many  companies' 
programs.  Paid  rest  periods,  in  addition,  are  provided  by  many  firms 
but  the  practice  is  by  no  means  universal.  The  "breaks"  are  required 
by  law  for  women  employees  and  all  workers  under  18  years  of  age; 
companies  frequently  provide  rest  periods  for  the  remaining  staff  as 
well. 

36.  All  companies  participating  in  the  survey  had  paid  vacation 
plans,  but,  as  in  the  case  of  retirement  plans,  some  of  the  employees  of 
the  firms  were  not  eligible  for  the  benefit.  Averaged  for  all  employees 
covered  by  the  survey,  paid  vacations  cost  $136  per  worker  in  1957, 

37.  Paid  holidays  also  were  provided  by  all  participating  companies 
and,  generally,  all  employees  were  eligible  for  this  benefit.  The  average 
per  employee  cost  in  1957  amounted  to  $114. 

38.  Sick-leave  programs  were  found  in  most  of  the  firms,  but  some- 
what fewer  employees  were  eligible  for  this  paid  leave  than  for  vaca- 
tions and  holidays.  This  reduced  coverage  stemmed  partly  from  the 
protection  offered  workers  under  the  California  Temporary  Disability 
Insurance  program.  On  an  annual  average,  paid  sick  leave  cost  the  sur- 
veyed firms  with  such  programs  $86  per  worker. 

39.  Paid  rest  periods  were  provided  by  all  the  surveyed  firms  to  most 
of  their  employees.  The  average  per  employee  cost  in  1957  was  esti- 
mated by  the  companies  at  $198. 

40.  Group  insurance  plans  to  protect  employees  and  their  families 
against  a  variety  of  risks  were  found  in  the  benefit  programs  of  most 
of  the  surveyed  firms.  Among  the  most  common  of  these  group  ar- 
rangements were  life  insurance,  medical  expense  plans,  and  accident 
and  sickness  coverage.  In  some  instances  these  kinds  of  protection — 
against  the  risks  of  death  of  the  wage  earner,  medical  costs  incurred  by 
employees  and  their  families,  and  income  loss  owing  to  nonoccupational 
illnesses — were  furnished  by  "package"  plans.  In  other  cases,  separate 
plans  were  provided  for  the  different  risks. 

41.  For  all  companies  having  some  forms  of  group  insurance  pro- 
gram, the  per  employee  cost  in  1957  averaged  out  at  $105.  This  ex- 
penditure constituted  more  than  2  percent  of  pay  for  the  time  worked 
or  about  six  cents  per  hour  actually  worked. 

42.  Many  of  the  group  insurance  programs  were  contributory — that 
is,  both  the  companies  and  the  employees  shared  the  charge.  In  these 
instances,  the  company  expenditures,  on  an  average,  were  somewhat 
less  than  those  for  all  firms  having  the  group  plans.  For  the  contribu- 
tory arrangements,  companies  paid  about  $93  a  year. 

43.  Employee  costs  under  the  contributory  group  plans  averaged  $59 
in  1957  or  almost  three  cents  per  hour  for  hours  actually  worked. 

44.  Companies  detailing  the  cost  of  group  life  insurance  separately 
spent  in  1957  an  average  of  $28  per  employee  for  this  benefit.  This 
amounted  to  a  little  more  than  one  cent  per  hour  for  the  hours  actually 
worked. 

45.  Employee  costs  for  contributory  group  life  insurance  programs 
averaged  $31  per  worker  in  1957,  while  that  of  companies  amounted  to 
$26  per  worker. 
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46.  Medical  expense  plans  to  help  employees  and  their  families  meet 
medical  charges  that  might  be  incurred  cost  all  firms  having  such  pro- 
grams $61  per  worker  in  1957.  In  relation  to  pay  for  time  worked,  ex- 
penditures for  this  benefit  amounted  to  slightly  more  than  1  percent. 
Medical  benefit  costs  to  companies  averaged  a  little  more  than  three 
cents  per  hour  for  the  hours  actually  worked. 

47.  Medical  benefit  arrangements  paid  for  jointly  by  companies  and 
employees  cost  the  firms  an  average  of  $46  a  worker  in  1957,  and  the 
employees,  $42. 

48.  Accident  and  sickness  insurance  was  provided  by  some  of  the 
firms.  In  some  instances  this  protection  was  furnished  as  a  supplement 
to  employees'  coverage  under  the  California  Temporary  Disabilitj"  In- 
surance program.  In  other  cases  the  companies  met  part  or  all  of  the 
cost  of  the  legislated  program  through  insurance  with  private  carriers. 
Accident  and  sickness  insurance  also  often  supplemented  workmen's 
compensation  benefits.  Companj^  cost  for  this  benefit  amounted  to  $31  a 
worker  in  1957. 

49.  Private  industry  often  provides  other  employee  benefits,  such  as 
thrift  and  savings  plans,  supplemental  unemployment  benefit  plans, 
termination  allowances  and  the  like.  Frequently  found,  too,  are  recrea- 
tional programs,  educational  tuition  refunds  and  scholarships,  service 
awards,  suggestion  awards,  discounts  on  goods  and  services,  parking 
facilities,  and  free  or  low-cost  food  services.  In  the  surveyed  firms,  the 
1957  cost  of  these  special  benefits  averaged  $55  per  employee,  about 
1  percent  of  pay  for  the  time  worked,  and  about  three  cents  per  hour 
for  the  hours  actually  worked. 

50.  In  brief,  therefore,  almost  all  employees  in  California  private 
industry  have,  through  the  statutory  programs,  some  basic  protection 
against  the  major  risks  of  income  loss.  Federal  Old-Age,  Survivors,  and 
Disability  Insurance  furnishes  some  income  to  the  older  or  disabled 
worker  and  to  his  wife,  children,  and  dependent  parents.  In  the  event 
of  his  death,  the  program  generalh"  also  furnishes  benefits  to  his  sur- 
viving dependents  regardless  of  whether  he  was  retired  or  still  in  the 
work  force  at  the  time  of  his  death.  Unemployment  insurance  provides 
the  jobless  worker  with  some  income  while  he  is  seeking  employment. 
California  Temporarj^  Disability  Insurance  furnishes  some  income  and 
hospital  benefits  to  the  worker  who  becomes  ill  or  injured  off  the  job. 
Workmen's  compensation  furnishes  some  income  and  medical  care  to 
the  worker  disabled  in  the  course  of  his  job. 

51.  Other  employee  benefits  in  private  industry  do  not  provide  the 
same  wide  protection  as  these  legislated  programs.  Coverage  is  not  uni- 
versal, and  the  types  and  amounts  of  benefits  vary  company  by  com- 
pany. So,  too,  do  the  costs  of  these  private  programs.  However,  certain 
general  patterns  are  common.  Almost  all  companies  provide  some  paid 
time-off  benefits,  particularly  for  vacations  and  holidaj^s.  Group  life 
insurance  and  medical  expense  plans  also  are  relatively  general,  as  are 
private  retirement  plans  to  supplement  the  Social  Security  program. 
Many  firms  supplement  the  benefits  under  the  workmen's  compensation 
and  California  Temporary  Disability  Insurance  programs  with  accident 
and  sickness  insurance  or  sick  leave  provisions. 

52.  In  private  industry,  a  substantial  proportion  of  benefit  expendi- 
tures is  made  for  programs  not  available  at  all  to  state  employees. 


EMPLOYEE  AND   TEACHER  BENEFIT  PROGRAMS  15 

While  the  state  benefit  costs  are  incurred  primarily  for  two  programs 
—retirement  and  compensated  leave— benefit  expenditures  in  private 
industry  are  allocated  to  a  number  of  different  programs  to  take  care  of 
a  variety  of  risks,  eventualities,  and  facilities  and  services  for  em- 
ployees. 

53.  Programs  in  private  industry  to  protect  employees  against  some 
important  risks — unemployment  insurance,  group  life  insurance,  medi- 
cal expense  arrangements,  and  survivors'  benefits  under  the  Social 
Security  program— account  for  a  substantial  proportion  of  company 
benefit  expenditures  as  was  noted  in  the  above  discussion  based  on  the 
results  of  the  survey  made  in  connection  with  this  study.  State  em- 
ployees have  no  such  protection. 

54.  Retirement  benefits,  which  constitute  one  of  the  major  programs 
provided  for  state  employees,  are  both  more  generous  and  more  costly 
to  the  State  and  to  its  employees  than  are  similar  benefits  in  private 
industry.  The  average  actuarial  cost  of  the  program,  shared  approxi- 
mately equally  by  the  State  and  the  personnel,  approximates  19  percent 
of  the  payroll  of  the  member  employees. 

55.  Spread  over  the  entire  state  payroll,  the  cost  of  the  retirement 
benefits  to  the  State  alone  was  estimated  at  almost  10  percent  of  the 
1957-58  pay  for  the  time  actually  worked.  This  state  contribution  rate 
compares  with  that  in  private  industry  of  only  slightly  more  than  5  per- 
cent including  payments  both  to  private  retirement  plans  and  Federal 
Old-Age,  Survivors,  and  Disability  Insurance. 

56.  In  view  of  the  comparatively  high  cost  and  the  generally  ade- 
quate benefit  provisions  of  the  present  State  Retirement  System,  any 
proposal  for  increased  retirement  benefits  must  be  considered  carefully 
from  the  standpoint  of  the  cost  involved  and  the  real  need  for  the 
proposed  liberalization.  The  many  important  needs  for  other  kinds  of 
benefits  not  now  provided  should  be  taken  into  account  in  any  consider- 
ation of  proposed  expansion  of  retirement  benefits  and  a  consequent 
increase  in  cost. 

57.  In  recognition  of  greater  occupational  hazards  and  earlier  super- 
annuation, some  groups,  particularly  the  Highway  Patrol,  receive  more 
generous  than  average  benefits.  The  cost  is  corresj^ondingly  higher.  The 
total  cost  of  retirement  benefits  for  Highway  Patrol  employees  approxi- 
mates 40  percent  of  payrolls  of  which  by  far  the  greatest  portion,  29.32 
percent,  is  borne  by  the  State. 

58.  As  long  as  special  benefits  are  provided  to  certain  occupational 
groups  on  the  basis  of  rigorously  defined  criteria,  such  as  hazard  and 
early  superannuation,  the  generous  benefits  may  be  justified  from  a  per- 
sonnel point  of  view  despite  their  much  greater  cost. 

59.  However,  in  providing  such  special  benefits,  it  is  also  necessary 
to  provide  specific  authorization  for  financing  the  resultingly  higher 
cost. 

60.  Every  effort  must  be  made  to  avoid  legislation  of  "preferential 
benefits"  which  tend  to  provide  small  groups  of  individuals  with  ad- 
vantages that  are  not  consistent  with  clearly  and  rigorously  defined 
occupational  criteria.  Such  "preferential  benefits"  tend  to  weaken  a 
retirement  system  and  to  destroy  its  logical  basis. 

61.  Therefore,  one  important  area  for  legislative  action  is  the  de- 
velopment of  occupational  criteria  upon  which  to  base  equitable  ad- 
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jiistments  in  retirement  benefits  for  appropriate  occupational  groups. 
Tliroug'h  use  of  such  criteria,  legislation  of  a  "preferential"  character 
would  be  avoided. 

62.  The  most  important  gap  in  the  present  retirement  systems  for 
State  emploj'ees  and  teachers  is  the  absence  of  survivors'  protection. 
Survivors'  benefits  are  now  almost  universal  under  the  Social  Security 
program.  For  State  emploj^ees  and  teachers,  survivors'  benefits  may 
be  provided  either  by  amending  the  State  programs  or  by  co-ordinat- 
ing the  State  systems  with  the  Federal  program  of  Social  Security. 

63.  Either  method  in  the  long  run  will  entail  additional  costs.  In  the 
short  run,  depending  upon  which  methods  of  co-ordination  with  Social 
Security  are  used,  the  cost  of  Social  Security'  coverage  may  be  lower 
than  that  of  modifying  the  existing  arrangements. 

64.  Social  Security  coverage,  however,  has  a  number  of  disad- 
vantages. The  eflect  of  the  coverage  is  not  uniform  upon  all  employees 
and  the  impact  of  the  program  differs  greatly,  depending  upon  such 
employee  characteristics  as  age,  sex,  marital  status,  number  and  age 
of  dependents,  length  of  service,  outside  employment,  and  a  number  of 
other  factors.  For  this  reason,  there  is  little  unanimity  of  opinion  among 
State  employees  concerning  the  desirabilitj^  of  co-ordinating  the  State 
program  with  Social  Security. 

65.  The  problem  of  providing  survivors'  protection  merits  careful 
legislative  consideration.  Such  consideration  must  include  a  careful  re- 
view of  the  relative  personnel  advantages  and  disadvantages  and  of 
the  cost  involved  in  extending  survivors'  protection  under  the  State 
programs  as  against  co-ordination  with  the  Federal  Social  Security 
system.  In  reviewing  the  possibility  of  co-ordination,  the  several  alter- 
native methods  of  co-ordination  need  to  be  examined  carefully. 

66.  The  two  major  problem  areas  in  the  field  of  retirement  benefits, 
therefore,  appear  to  be : 

(a)  A  consideration  of  rigid  criteria  for  differentiating  benefits 
for  different  occupational  groups; 

(b)  A  consideration  of  the  problems  involved  in  providing  a  pro- 
gram of  survivors'  insurance. 

Apart  from  these  two  problem  areas,  the  retirement  program  for  State 
employees  generally  can  be  characterized  as  sound,  generous,  and  quite 
expensive. 

67.  Other  than  the  retirement  system,  the  only  major  benefits  for 
State  employees  are  the  compensated  time-off*  programs.  These  paid 
leave  benefits  are  more  generous  and  more  costly  than  are  similar  bene- 
fits provided  in  private  industry.  As  an  illustration,  paid  vacations 
cost  the  State  $265  per  employee  in  the  year  1957-58.  The  same  benefits 
cost  representative  California  firms  an  average  of  $136  in  1957.  The 
State  spent  an  estimated  $209  per  emploj^ee  for  paid  holidays  in  con- 
trast to  $114  in  the  surveyed  firms. 

68.  Although  it  may  be  understandably  proper  for  the  State  govern- 
ment to  observe  more  holidays  than  is  the  case  in  private  industry,  it 
is  well  to  bear  in  mind  that  these  time-off  benefits  are  determined  uni- 
laterall.y.  The  employee  has  little  or  no  choice  in  the  matter,  and  he 
might  prefer  fewer  holidays  and  better  coverage  against  such  risks  as 
medical  expenses. 
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69.  However,  paid  holidays  and  other  forms  of  compensated  time-off 
tend  to  become  institutionalized  and  broadly  accepted.  They  become  a 
way  of  life  and  as  such  are  not  easily  amenable  to  contraction. 

70.  There  is,  therefore,  practically  no  possibility  of  effecting  econ- 
omies in  this  area.  Once  having  developed  to  its  present  scale,  the  cost 
of  these  benefits  can  be  expected  to  remain  high. 

71.  On  the  other  hand,  any  proposals  leading  to  a  further  increase  in 
the  cost  of  compensated  time-off  benefits  must  be  scrutinized  very  care- 
fulh'.  The  chances  are  that  the  money  could  be  spent  to  much  better 
advantage  in  providing  other  benefits  which  are  available  to  a  majority 
of  employees  in  private  industry  but  not  to  State  employees. 

72.  Although  the  State  has  been  a  leader  in  the  establishment  of 
compensated  time-oft'  benefits,  such  benefits  are  rapidly  gaining  ac- 
ceptance in  private  industrj^  As  private  industry  extends  these  bene- 
fits further,  the  gap  between  State  expenditures  and  those  in  private 
industry  should  tend  to  narrow.  This  is  assuming,  of  course,  that  the 
cost  of  these  benefits  to  the  State  does  not  increase  appreciably  in  the 
meantime. 

73.  It  does  not  necessarily  follow  that  employee  benefits  for  State 
employees  should  in  all  respects  parallel  the  evolving  employee  benefit 
pattern  in  private  industry.  After  all,  public  employment  does  differ  in 
a  number  of  important  respects  from  private  employment.  Nevertheless, 
there  appears  to  be  need  for  legislative  consideration  of  the  several 
areas  where  benefits  generally  available  in  private  industry  are  lacking 
for  State  employees. 

74.  The  problem  of  survivors'  protection  has  already  been  mentioned 
as  one  deserving  of  legislative  consideration.  Three  other  areas  are 
similarly  suggested  for  consideration. 

(a)  The  need  for  and  the  cost  of  extending  unemployment  insur- 
ance protection  to  State  employees  merit  legislative  study. 

(b)  The  payment  by  the  State  of  at  least  a  part  of  the  cost  of 
providing  comprehensive  medical  expense  coverage  for  its 
employees  is  another  area  requiring  attention. 

(c)  The  advantages  of  obtaining  group  life  insurance  through  a 
state-wide  program,  with  the  employee  himself  contributing 
the  major  share  of  the  cost,  warrant  careful  consideration. 

75.  The  group  life  insurance  and  medical  expense  arrangements 
programs  are  becoming  more  and  more  generally  available  to  employees 
in  private  industry.  There  are  several  approaches  to  these  problems 
with  various  patterns  of  benefits  available  at  widely  different  costs. 

76.  While  the  total  cost  of  all  these  programs  may  be  quite  high, 
there  are  various  ways  of  sharing  this  cost  between  the  State  and  its 
employees.  Nor  are  all  of  these  programs  equally  urgent.  Their  inaugu- 
ration may  be  planned  over  a  reasonable  period  of  time  and  the  costs 
integrated  with  the  total  pattern  of  employee  compensation. 

77.  The  task  of  assessing  the  extent  and  estimating  the  cost  of  em- 
ployee benefits  for  public  school  teachers  is  much  more  difficult  than 
that  for  state  employees.  Moreover,  due  to  basic  differences  in  the 
nature  of  the  teachers'  jobs  and  conditions  of  employment,  the  situa- 
tions are  really  not  comparable. 

78.  As  far  as  the  Teachers'  Retirement  System  is  concerned,  the 
benefit  provisions  are  comparable  to  those  for  state  employees.  The  cost 
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to  the  teachers  is  somewhat  higher  than  that  for  the  state  personnel. 
However,  it  is  actuarially  determined  and  reflects  some  real  differences 
in  experience.  For  the  State  and  the  school  districts,  the  cost  is  not 
comparable  because  the  state  employees'  system  is  fully  funded,  and 
the  cost  borne  by  the  State  represents  the  full  actuarially  determined 
amount.  The  Teachers'  Retirement  System  is  not  fully  funded.  The 
employers'  share  of  the  cost  is  on  " pa^-as-you-go "  basis.  Employer 
contributions  are  increasing  from  year  to  year  and  are  expected  to 
continue  increasing  for  many  years  to  come. 

79.  During  the  fiscal  year  of  1957-58  the  total  employer  and  employee 
contributions  to  the  State  Teachers'  Retirement  System  amounted  to 
over  101  million  dollars.  The  teachers  themselves  contributed  about  57 
million  dollars  and  their  employers  and  the  State,  44  million  dollars. 

80.  As  in  the  case  of  state  employees,  the  principal  gap  in  the 
Teachers'  Retirement  System  is  the  absence  of  survivorship  protection. 
The  considerations  discussed  with  respect  to  state  employees  apply 
with  equal  force  to  the  teachers,  and  the  question  of  providing  sur- 
vivors' benefits  for  teachers  also  merits  legislative  consideration. 

81.  As  far  as  compensated  time  off  is  concerned,  no  cost  measure- 
ments are  possible.  The  nature  of  the  teachers'  job  and  the  conditions 
of  employment  make  it  impossible  to  determine  with  any  degree  of 
precision  the  length  and,  therefore,  the  cost  of  holidays  and  the  vaca- 
tion period.  It  is  possible  only  to  make  rough  estimates  on  the  basis  of 
general  assumptions  which  are  difficult  to  defend  factually. 

82.  Other  compensated  time  off  such  as  sick  leave,  bereavement  leave 
and  a  number  of  other  miscellaneous  leave  programs  are  benefits  set 
by  the  1,834  school  districts,  subject  to  a  few  general  minimum  stand- 
ards provided  in  the  State  Education  Code.  The  actual  utilization  rates 
are  unknown  because  no  statistics  are  maintained  on  a  centralized 
basis. 

83.  The  individual  school  districts  are  not  required  to  comply  with 
any  uniform  reporting  requirements  or  to  maintain  uniform  records. 
As  a  result,  it  is  virtually  impossible  to  obtain  information  on  the  cost 
of  employee  benefits  or  on  the  conditions  of  teachers'  employment  that 
can  be  compared  with  those  for  state  employees.  It  is  recommended 
that  the  Legislature  give  consideration  to  the  establishment  of  a  re- 
quired statewide  system  of  uniform  reporting  by  all  school  districts, 
the  reports  to  cover  compensation  practices,  employee  benefits  and 
conditions  of  employment  in  all  school  districts. 

84.  On  the  basis  of  rough  but  reasonable  assumptions,  it  has  been 
calculated  that  the  cost  of  compensated  time-off  benefits  may  approxi- 
mate 23  percent  of  the  average  teacher's  salary.  The  average  salary  for 
all  grades  of  teachers  during  the  1957-58  year  was  reported  at  $5,787. 
This  would  bring  the  cost  of  compensated  time-oft'  benefits  to  $1,331 
per  teacher.  It  must  be  emphasized  that,  lacking  actual  reported  data 
from  the  school  districts,  this  cost  necessarily  is  estimated  on  the  basis 
of  assumptions  which  may  be  controversial. 

85.  Employer  contributions  to  the  State  Teachers'  Retirement  Board 
in  1957  amounted  to  an  estimated  $322  per  employee,  or  5.6  percent  of 
the  average  salary.  This,  added  to  the  estimated  cost  of  compensated 
time-off  benefits,  makes  for  a  total  estimated  cost  of  $1,652  per  year  per 
teacher,  or  28.6  percent  of  the  average  salary. 
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86.  In  the  case  of  teachers,  too,  it  is  important  to  realize  that  the 
benefit  programs  and  their  costs  do  not  take  into  acconnt  many  benefits, 
such  as  survivors'  insurance,  unemployment  insurance,  group  life  in- 
surance, and  group  medical  expense  plans,  which  are  now  in  a  growing 
measure  becoming  available  to  employees  in  private  industry. 

87.  Therefore,  with  respect  to  teachers,  it  would  appear  that : 

(a)  The  total  cost  of  employee  benefits  may  be  higher  than  for  state 
employees  or  private  industry  employees. 

(b)  The  retirement  protection,  with  the  exception  of  lack  of  sur- 
vivors' benefits,  appears  to  be  adequate. 

(c)  Compensated  time-off  benefits  appear  to  be  more  generous  than 
those  enjoyed  bj^  state  employees  or  private  industry  employees. 
In  this  connection,  however,  it  must  be  repeated  that  we  are 
handicapped  in  computing  these  costs  by  lack  of  actual  report- 
ing by  school  districts  and  the  fact  that  the  jobs  themselves  are 
really  not  comparable. 

(d)  In  spite  of  the  benefit  cost  which  is  higher  than  that  found  in 
industry  and  state  employment,  teachers  lack  benefit  protection 
in  a  number  of  important  areas. 

88.  A  consideration  of  the  teachers'  need  for  such  employee  benefits 
as  survivors'  insurance,  unemployment  insurance,  group  life  insurance 
and  group  medical  expense  plans,  therefore,  merits  legislative  attention. 

89.  The  several  issues  recommended  for  legislative  consideration  are 
discussed  in  greater  detail  in  Section  VI  of  this  report. 


INTRODUCTION 

Each  legislative  session  many  bills  are  iiitrodneed  which  deal  with 
various  aspects  of  the  emploj-ee  benefit  programs  for  California  state 
workers.  Some  measures  would  make  changes  in  programs,  such  as  the 
State  Employees'  Retirement  System,  which  have  been  in  effect  for 
some  time.  Others  seek  to  extend  or  modify  various  provisions  of  vaca- 
tion, sick  leave,  or  other  paid  time-off  programs.  Still  others  propose 
new  benefits  Avhich  the  State  has  not  provided  as,  for  example,  medical, 
hospital  and  surgical  benefits  or  unemployment  insurance. 

Similarly,  many  bills  are  introduced  relative  to  the  employee  bene- 
fits of  California  public  school  teachers. 

In  the  course  of  legislative  consideration  of  these  proposed  changes 
a  number  of  questions  inevitably  arise.  What  is  the  purpose  of  the 
measure?  Whom  v/ould  it  benefit?  How  much  would  it  cost?  Would  it 
embrace  an  area  where  legislation  is  really  needed?  What  would  it  do 
to  the  balance  among  the  several  benefit  programs?  Would  it  put  too 
many  resources  into  some  employee  benefit  programs  and  not  enough 
into  others,  resulting  in  ' '  excessive ' '  benefits  in  one  area  at  a  time  when 
much-needed  benefits  are  altogether  lacking  in  other  areas?  Would  it 
remove  inequities  among  different  groups  of  employees  or  merely  in- 
crease them? 

Such  questions  are  most  difficult  to  answer  when  each  proposal  is 
considered  separately.  To  understand  the  issues  and  to  be  able  to  form 
well-considered  judgments  it  is  necessary  to  see  the  entire  framework 
of  benefits  provided  to  state  employees  and  to  the  public  school  teachers. 
It  is  essential  to  see  the  relationship  of  the  different  benefits  to  the 
whole  and  then  to  see  the  entire  group  of  benefits  provided  to  state 
employees  in  relation  to  a  similar  composite  of  employee  benefits  in 
California's  private  industry. 

The  principal  objective  of  this  report,  therefore,  has  been  to  develop 
a  general  framework  of  the  structure  of  all  employee  benefit  programs 
for  state  employees  and  public  school  teachers  and  to  compare  equita- 
bly these  benefits  with  those  provided  by  California's  private  industry 
for  its  employees.  An  additional  objective  has  been  to  outline  and 
analyze  the  major  issues  in  the  field  of  state  employee  benefits  which 
present  problems  for  legislative  consideration  and  to  relate  the  analysis 
of  the  existing  benefit  programs  to  these  problems.  This  report  has  been 
organized  and  written  to  meet  these  objectives. 

In  spite  of  the  many  and  imj)ortant  differences  between  the  prob- 
lems of  the  state  employees  and  of  teachers,  it  was  thought  advanta- 
geous to  integrate  the  sections  on  both  groups  of  employees  and  to 
present  the  entire  analysis  in  one  report.  Nevertheless,  the  presentation 
has  been  so  structured  that  it  is  possible  to  take  out  the  sections  deal- 
ing with  teachers  and  put  them,  if  desired,  into  a  separate  appendix 
without  destroying  the  continuity  of  the  report. 

The  first  section  of  this  report,  entitled  "The  Changing  Nature  of 
Employee  Compensation,"  calls  attention  to  the  historical  rise  and 
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spread  of  employee  benefit  programs.  It  emphasizes  that  iu  both  gov- 
ernment and  industry  emploj^ee  compensation  is  no  longer  confined  to 
direct  wages.  The  section  points  to  the  fact  that  various  forms  of  pro- 
tection against  certain  risks  and  a  variety  of  compensated  leave  pro- 
grams have  become  a  part  of  the  general  pattern  of  employee  com- 
pensation. The  purpose  of  the  section  is  to  show  the  importance  of 
employeee  benefit  programs  as  an  integral  part  of  the  overall  problem 
of  employee  compensation. 

"The  Government  of  California  as  an  Employer,"  the  second  sec- 
tion of  this  report,  points  out  that  the  State  Government  is  larger  than 
the  largest  single  private  employer  in  California.  The  structure  and 
composition  of  state  employment  are  described  and  the  problem  of  em- 
ployee benefits  is  related  in  proper  perspective  to  the  state's  personnel 
problems  as  an  employer.  Also,  the  section  considers  the  nature  of  the 
legislative  concern  with  California  public  school  teachers  and  their 
benefit  programs. 

The  third  section  presents  in  some  detail  a  picture  of  the  total  frame- 
work of  benefits  provided  to  state  employees  and  reports  on  the  costs 
to  employees  and  the  State.  Attention  is  called  to  the  fact  that  the 
major  benefit  programs  for  state  employees  are  the  retirement  system 
and  various  forms  of  compensated  leave.  In  addition,  there  is  the  work- 
men's compensation  protection  and  a  number  of  miscellaneous  arrange- 
ments affecting  small  groups  of  employees. 

The  fourth  section  on  benefits  for  public  school  teachers  is  similarly 
laid  out.  It  describes  the  Teachers'  Retirement  System,  emphasizes  the 
benefits,  and  gives  the  cost  of  the  program  to  teachers,  the  employing 
school  districts,  and  the  State.  There  is  great  variation  in  the  benefit 
practices  for  teachers  who  are  actually  employed  by  1,834  separate 
school  districts.  While  the  districts  must  comply  with  the  State's  mini- 
mum standards  (in  some  areas  of  benefits  the  program  may  be  the  dis- 
trict's exclusively),  many  go  beyond  the  minimum.  It  has  not  been 
possible  within  the  scope  of  this  study  to  make  a  comprehensive  survey 
of  all,  or  even  to  make  a  substantial  sampling,  of  the  school  districts. 
Therefore,  the  discussion  of  teachers'  benefits,  other  than  retirement, 
is  based  on  information  obtained  from  a  number  of  authoritative 
studies  and  interviews  with  school  district  officials. 

A  discussion  of  employee  benefit  programs  prevailing  in  private  in- 
dustry in  California  is  presented  in  Section  V.  The  various  types  of 
employee  benefit  programs  are  analyzed  and  their  origin,  growth,  pres- 
ent scope,  and  the  cost  to  employers  and  emploj-ees  are  discussed.  The 
information  upon  which  this  section  of  the  report  is  based  was  derived 
from  a  survey  of  employee  benefits  conducted  among  private  firms  in 
California  in  connection  with  this  study.  More  than  500  questionnaires 
were  sent  out  to  firms  throughout  the  State  and  all  the  usable  replies 
were  tabulated  and  analyzed.  The  purpose  of  this  section  is  to  provide 
a  reasonable  basis  for  comparing  the  framework  of  employee  benefits 
of  state  employees  and  teachers  with  the  benefits  provided  by  private 
industry  to  its  employees. 

The  last  section  summarizes  a  number  of  problems  which  appear  to 
present  important  issues  for  legislative  consideration.  These  problems 
were  selected  on  the  basis  of  an  analysis  of  issues  contained  in  the 
various  bills  which  were  introduced  on  the  subject  and  which  are  now 
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pending  legislative  consideration.  Also  taken  into  account  were  the 
issues  which  were  raised  in  recent  legislative  sessions  but  not  satisfac- 
toril}'  or  finallj^  resolved,  the  various  proposals  developed  from  time 
to  time  by  state  emplo^-ee  and  teacher  organizations,  and  the  issues 
which  suggested  themselves  as  a  result  of  the  analysis  contained  in 
this  report. 

The  "Summary  and  Conclusions"  section  contains  in  addition  to  a 
summary  of  findings  an  evaluative  comparison  of  the  benefit  programs 
of  state  employees  and  teachers  with  benefits  in  private  industry  em- 
ployment. An  attempt  is  made  to  develop  answers  to  such  questions  as : 
In  what  areas  do  state  employees  and  teachers  enjoy,  on  the  whole, 
adequate  benefits?  In  what  areas  are  the  benefits  clearly  inadequate  in 
comparison  with  prevailing  practices  in  private  industry?  In  what 
areas  are  benefits,  which  are  universal  or  widespread  in  private  indus- 
try, lacking  entirely  for  state  employees  and  school  teachers? 

It  is  hoped  that  the  materials  developed  in  this  report  will  assist  the 
Senate  Special  Committee  on  Governmental  Administration  in  dealing 
with  the  issues  relating  to  employee  benefit  programs  which  come  be- 
fore the  committee  for  consideration. 


SECTION   1 

THE  CHANGING  NATURE  OF  EMPLOYEE 
COMPENSATION 

Hardly  a  job  exists  in  America  today  which  does  not  carry  with  it 
some  kind  of  compensation  or  benefit  over  and  above  the  direct  pay. 
This  is  true  in  both  government  and  private  industry. 

These  "fringe  benefits"  are  among  the  many  important  elements 
that  make  employment  in  present  times  different  from  the  work  situa- 
tion that  prevailed  25  or  30  years  ago.  At  that  time,  a  typical  employee 
drew  his  earnings  in  cash  and  considered  that  he  had  been  paid  for 
his  work.  Now,  he  receives  his  wages  in  a  variety  of  ways.  In  addition 
to  his  paycheck,  he  has  more  leisure  time,  social  insurance,  group  in- 
surance for  himself  and  family,  a  private  pension  plan,  and  often  such 
things  as  a  company  cafeteria,  a  library,  and  free  parking  facilities. 

Paying  workers  through  contributions  to  employer  and  governmental 
security  programs  for  employees  and  their  families,  granting  added 
time  away  from  the  job,  and  providing  on-the-job  satisfactions  in  addi- 
tion to  the  money  wage — all  reflect  the  profound  changes  that  have  oc- 
curred in  American  society  during  the  past  few  decades.  Accompanying 
the  economy's  developing  wealth  and  productivity  have  been  the  many 
changes  in  industries,  jobs,  products,  processes,  and  materials.  The 
population  of  the  United  States  has  undergone  vast  geographical  shifts 
as  people  have  moved  from  the  farm  to  the  city,  and  from  the  city  to 
the  suburbs.  And  there  have  been  significant  changes,  too,  in  the  econo- 
mic role  of  the  family. 

The  growth  in  productivity  has  made  possible  steady  advances  in 
wages  and  in  standards  of  living.  It  has  been  responsible  also  for  the 
shorter  work  weeks  and  for  paid  time  off.  Since  the  turn  of  the  century, 
man-hour  productivity  has  risen  on  the  average  by  a  little  more  than 
three  percent  a  year.  The  average  worker  produces  from  four  to  five 
times  as  much  an  hour  as  his  grandfather  did  at  the  turn  of  the  century. 
This  increasing  productivity  has  been  accompanied  by  a  more  than 
twofold  increase  in  workers'  real  earnings. 

As  long  as  productivity  and  wages  were  low;,  standards  of  living  were 
necessarily  low ;  and  workers  could  not  afford  to  take  a  part  of  their 
pay  in  such  indirect  ways  as  free  time  off.  AVith  the  advances  that 
have  occurred,  however,  workers  have  taken  some  of  the  productivity 
gains  in  free  time.  Where  a  work  week  of  60  hours  was  typical  in 
1900,  the  forty-hour  week  now  is  standard.  Moreover,  paid  holidays, 
vacations  and  sick  leave, — unheard  of  for  the  average  worker  early  in 
this  century, — are  common  today. 

Modern  industrial  life,  while  offering  many  real  advantages,  has  been 
responsible  at  the  same  time  for  the  development  of  new  risks  and  in- 
securities and  has  accentuated  some  of  the  old  ones.  Some  of  the  im- 
portant hazards  facing  workers  today  are  unemployment,  illness,  and 
loss  of  earning  ability  upon  reaching  old  age.  As  society  has  become 
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urbanized  and  industrialized,  the  security  factors  that  protected  earlier 
generations — the  farm,  the  large  family,  the  small  community — have 
greatl}'  diminished  in  their  protective  effect.  As  a  replacement  for  the 
earlier  institutions,  new  ones  have  developed,  such  as  group  arrange- 
ments for  protection  of  workers  and  their  families  against  loss  of  wages, 
medical  expenses,  and  other  contingencies. 

Some  of  these  arrangements  reflect  the  expanding  role  of  govern- 
ment. By  the  early  1900 's  it  was  becoming  evident  that  many  risks  fac- 
ing the  working  population  were  getting  to  be  too  large  and  compli- 
cated to  be  dealt  with  by  individual  employers,  small  groups  of  people, 
or  local  communities. 

In  contrast  with  other  industrial  countries,  however,  our  early  ad- 
vances toward  protective  legislation  were  slow.  The  first  step  toward 
social  insurance  was  the  passage,  beginning  in  1910,  of  workmen's 
compensation  laws  by  the  states.  Not  until  the  depression  years  of  the 
1930  's  did  a  general  interest  develop  in  legislative  programs  calling  for 
pensions  and  unemployment  insurance.  The  federal  Social  Security  Act 
of  1935  provided  for  a  federal  pension  system  supported  by  employers 
and  workers  and  also  included  enabling  legislation  for  the  individual 
states  to  pass  unemployment  insurance  laws.  The  federal  Eailroad  Re- 
tirement Act  and  the  Eailroad  Unemployment  Insurance  Act  provided 
comparable  protection  for  railroad  employees.  Governmental  protection 
against  nonoccupational  disabilities  gained  some  start  in  the  1940 's. 
Since  then,  four  states — Rhode  Island,  California,  New  Jersey  and  New 
York — have  passed  laws  providing  for  programs  to  compensate  workers 
for  temporary  wage  loss  resulting  from  illness  and  injury  not  connected 
with  the  job.  The  federal  Railroad  Unemployment  Insurance  Act  pro- 
vides similar  compensation  for  employees  in  the  railroad  industry. 
However,  for  the  majorit}^  of  workers  no  such  legislated  benefits  exist. 
But  there  is  provision  in  the  Social  Security  Act  for  retirement  of 
workers  who  are  aged  50  or  more  if  they  suffer  permanent  and  total 
disabilit.y. 

As  the  economy  has  matured  and  business  organizations  have  grown 
in  economic  significance,  companies  have  increasingly  concerned  them- 
selves with  their  responsibilities  to  their  communities.  Further,  the 
nature  of  employment  has  changed.  Where  the  hiring  of  a  worker  use 
to  be  a  short-run  business  transaction,  changes  in  labor  demand  and 
supply  have  placed  a  premium  on  job  tenure.  The  increasing  cost  and 
relative  difficulty  of  recruiting  and  training  employees  have  led  com- 
panies to  recognize  the  need  to  protect  their  investment  in  their  work 
force.  Some  of  these  developments  have  been  expressed  in  the  form  of 
the  various  employee  benefits  of  group  insurance,  pension  plans,  medical 
expense  plans,  and  other  benefits. 

The  rapid  spread  of  labor  organizations  also  has  added  new  dimen- 
sions to  the  concept  of  employee  compensation.  Particularly  since  World 
"War  II  the  scope  of  collective  bargaining  has  gone  beyond  wages,  hours, 
and  working  conditions  to  include  many  kinds  of  employee  benefits. 

The  first  to.  benefit  from  companies'  extension  of  the  wage  concept 
for  promoting  employees'  attachment  to  their  firm  were  management 
and  the  white  collar  staff.  While  many  firms  provided  something  in  the 
way  of  employee  benefits  for  their  hourly  Avorkers,  too,  it  was  not  until 
the  World  War  II  period  that  a  variety  of  benefits  began  spreading  in 
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volume  among"  this  group.  Some  of  the  important  elements  which  com- 
bined to  introduce  the  various  forms  of  protection  for  production 
workers  were  the  developing  labor  shortages,  the  need  for  specialized 
skills,  high  corporate  income  taxes,  the  need  for  stabilization  of  direct 
wages  as  an  anti-inflation  measure,  and  the  growing  strength  of 
organized  labor. 

Despite  the  growth  and  spread  of  governmental  and  private  employee 
benefit  plans,  especially  during  the  past  two  decades,  the  protection 
afforded  workers  is  by  no  means  even.  Coverage  under  the  different 
social  insurance  programs  varies  sufficiently  so  that  workers  may  come 
under  one  kind  of  arrangement  but  not  under  another.  On  a  nationwide 
basis,  approximately  9  out  of  10  wage  and  salary  workers  are  covered 
by  the  federal  pension  system — Old-Age,  Survivors  and  Disability  In- 
surance. For  the  United  States  as  a  whole,  however,  only  about  8  out  of 
10  workers  are  protected  by  state  programs  of  unemployment  insur- 
ance, and  6  or  7  out  of  10,  by  workmen's  compensation. 

California  offers  more  comprehensive  coverage  under  the  unemploy- 
ment and  temporary  disability  insurance  programs  than  is  true  na- 
tionally, since  in  California  employees  of  most  firms  with  employment 
of  one  or  more  workers  come  under  the  program.  In  many  other  states 
a  company  may  have  several  employees  and  still  not  come  under  these 
laws.  The  major  occupational  exclusions  under  these  systems  are  em- 
ployees of  state  and  local  governments  and  nonprofit  organizations, 
farm  workers,  and  domestics.  Similarly,  coverage  under  the  "Workmen's 
Compensation  Act  is  more  inclusive  in  California  than  in  most  other 
states.  Since  farm  workers,  employees  of  state  and  local  governments 
and  of  nonprofit  organizations  are  covered,  the  workmen's  compensa- 
tion program  in  this  State  offers  better  protection  to  California  workers 
than  do  the  unemployment  and  disability  insurance  programs. 

Private  benefit  plans  have  made  tremendous  strides  in  the  past  sev- 
eral years,  both  in  terms  of  the  kinds  of  benefits  furnished  and  the 
number  of  workers  covered.  The  protection  provided  under  these  ar- 
rangements, however,  is  dependent  in  considerable  part  upon  the  finan- 
cial position  of  the  individual  company  or  industry  and  the  strength 
and  interests  of  the  particular  union.  Because  of  these  and  other 
reasons,  not  all  workers  are  protected  by  the  same  types  and  amounts 
of  benefits.  Absolute  uniformity  in  benefit  programs  is  neither  needed 
nor  desirable,  however,  because  the  risks  and  hazards  may  vary  con- 
siderably among  industries,  as  may  the  financial  situation  and  indus- 
trial relations  policies  of  the  companies  or  organizations  concerned. 

While  variety  has  been  an  outstanding  characteristic,  the  striking 
increase  in  private  benefit  arrangements  and  the  recent  expansion  of 
governmental  programs  have  also  produced  a  "leveling  up"  of  benefits 
in  bringing  more  workers  into  the  programs  and  in  providing  increas- 
ing amounts  of  benefits  to  added  numbers  of  workers.  The  economic  and 
social  conditions  which  provided  the  major  stimulus  to  the  development 
of  the  different  programs  continue  to  work  toward  bringing  employee 
benefit  programs  closer  together. 

Another  strong  factor  has  been  the  legislated  social  insurance  pro- 
grams which,  over  the  years,  have  led  to  the  development  of  private 
wage  loss  programs.  Of  these  programs,  pension  plans,  group  life  in- 
surance, and  supplemental  unemployment  benefit  plans  have  been  par- 
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tieularh^  affected.  As  company  or  imion  plans  have  developed  in  size 
and  scope  they  have  tended,  in  turn,  to  influence  the  pace  and  character 
of  the  legislated  systems. 

Prospects  appear  to  be  for  extension  of  both  legislated  and  private 
plans  in  the  years  ahead.  Some  recognized  needs  and  interests  still  per- 
sist and  others  will  develop  as  social  and  economic  changes  occur.  Bene- 
fit programs,  therefore,  can  be  expected  to  assume  steadily  growing 
importance  in  the  field  of  employee  compensation. 

The  payment  of  employees  in  indirect  ways  as  well  as  in  salaries  has 
had  a  real  impact  upon  the  measurement  and  comparison  of  wages. 
The  problem  is  not  to  simplify  the  wage  structure,  since  the  conditions 
that  gave  rise  to  its  complexity  are  here  to  stay,  rather,  what  is  needed 
is  recognition  that  direct  wages  alone  no  longer  tell  the  whole  story. 


SECTION  II 

THE  GOVERNMENT  OF  CALIFORNIA 
AS  AN  EMPLOYER 

A.     STATE  GOVERNMENT  EMPLOYEES 

As  an  employer  the  fState  Government  is  a  big  business.  No  private 
industry  in  California  has  as  many  employees  on  its  payroll.  The  State 
must  attract  and  keep  competent  workers  who  will  efficiently  and  eco- 
nomically perform  the  necessary  services.  Therefore,  it  finds  it  has  a 
real  interest  in  the  employees'  wages — including  the  now-substantial 
"fringe  benefits."  Also,  the  State  is  concerned  with  the  improved 
morale  and  efficiency  that  employee  benefit  plans  tend  to  develop. 

A  look  at  the  California  State  Government  in  its  role  of  employer 
provides  a  background  against  which  to  relate  state  employee  benefits 
and  is  also  useful  in  the  comparison  of  the  state  employee  benefits  with 
the  benefits  for  the  worker  in  private  industry. 

As  noted,  California's  State  Government  is  outstanding  for  its  size. 
As  of  December  31,  1957,  there  were  84,350  civil  service  and  exempt 
employees  on  its  i^ayroll.  The  largest  private  employer  in  California 
in  terms  of  number  of  employees.  Pacific  Telephone  and  Telegraph 
Company,  is  smaller  than  the  State  by  several  thousand. 

The  number  of  state  workers  has  grown  rapidly  in  recent  years, 
paralleling  the  almost  phenomenal  increase  in  California's  population. 
In  1935,  the  State  had  18,286  civil  service  and  exempt  employees  on 
the  payroll,  while  today  the  number  has  increased  about  four  and  one- 
half  times.  The  percentage  of  all  California  wage  and  salary  workers 
in  nonagricultural  occupations  employed  by  the  State  was  1.5  in  June, 
1939.  It  had  increased  to  1.8  percent  in  June,  1957. 

State  employment  undoubtedly  will  continue  to  expand  in  the  future 
in  response  to  increased  public  demands  on  existing  services,  and  be- 
cause the  Legislature  adds  new  ones  yearly.  During  the  last  five  years 
state  employment  has  increased  on  an  average  of  about  4,600  em- 
ployees yearly.  The  1958-59  budget  provides  for  about  5,600  new  posi- 
tions. This  addition  will  represent  the  largest  increase  of  any  year  so 
far. 

Who  is  the  California  state  employee?  The  State  Personnel  Board 
reported  that  as  of  December  31,  1957,  there  were  51,324  men  and 
33,026  women  working  for  the  State.  Of  these,  76,090  were  under  the 
civil  service  system  and  8,260  were  exempt.  The  lowest  salary  possible 
under  the  civil  service  salary  schedule  (December  31,  1957)  for  a  full- 
time  employee  was  $243  a  month,  while  the  highest  pay  was  $1,500. 
About  one-half  of  the  employees  were  earning  less  than  $400  a  month ; 
about  90  percent  $613  or  less;  and  approximately  1  percent  were  re- 
ceiving more  than  $1,000. 

There  is  probably  a  greater  variety  of  occupations  represented  in 
California  State  departments,  agencies,  boards  and  commissions  than 
will  be  found  in  any  one  industry.  Every  branch  of  service  has  in  it 

(29) 


30  COMMITTEE  ON   GOVERNMENTAL  ADMINISTRATION 

professional,  clerical,  and  specialized  personuel :  agriculture,  education, 
engineering,  finance,  law,  mechanics  and  construction,  medicine,  police, 
and  social  security.  Of  the  2,431  classifications  (excluding  the  exempt 
ones)  listed  in  June,  1958,  some  of  the  most  unusual  were  lion  hunter, 
locomotive  engineer,  tobacco  factory  foreman,  captain  of  fish  patrol 
boat,  and  seed  inspector.  However,  nearly  one-half  of  the  employees 
were  in  clerical,  medical  and  allied  activities,  and  engineering  and  al- 
lied activities,  with  19,892,  13,098,  and  8,862  employees,  respectively. 
The  smallest  occupational  group,  the  legal,  had  571  employees. 

The  largest  department  was  the  Department  of  Mental  Hygiene, 
which  had  16,907  employees  in  the  17  hospitals  and  clinics  under  its 
jurisdiction.  The  departments  of  Mental  Hygiene,  Public  Works,  and 
Education  together  employed  nearly  half  of  the  total  number  of  em- 
ployees. Agencies  ranged  in  size  from  the  16,097  in  the  Department  of 
Mental  Hygiene  down  to  one  person  each  in  the  Colorado  River 
Boundary  Commission  and  the  World  Trade  Authority,  for  example. 

Not  all  employees  are  located  in  Sacramento.  They  are  to  be  found  in 
offices  and  in  the  field  in  every  county  of  California.  Some,  such  as  the 
Board  of  Equalization  and  the  Franchise  Tax  Board,  have  offices  in 
Chicago  and  New  York  where  they  audit  corporations  subject  to  Cali- 
fornia sales  and  income  taxes.  Some  employees  sail  off  the  coast  in  Fish 
and  Game  Patrol  boats.  However,  Sacramento  County  has  the  greatest 
number  of  State  employees — 19,000.  The  metropolitan  areas  of  Los 
Angeles  and  San  Francisco  have  nearly  16,000  and  7,500,  respectively. 
Even  sparsely-populated  Alpine  County  has  12. 

A  fire-fighter,  a  health  worker  exposed  to  a  dangerous  disease  in  a 
laboratory,  a  stenographer,  a  department  director — all  pose  many  and 
varied  personnel  problems.  Acting  as  the  employees'  personnel  office, 
the  State  Personnel  Board  must  provide  a  comprehensive  personnel 
system  for  the  State  Civil  Service  and,  at  the  same  time,  deal  with 
problems  that  do  not  fall  into  the  usual  pattern. 

California's  program  of  personnel  management  began  in  1913  when  a 
three-man  Civil  Service  Commission  was  set  up  for  promotion  of  effi- 
ciency in  the  state  service  of  5,000  employees.  In  1929  the  responsibility 
was  divided  between  the  commission  and  a  new  Division  of  Personnel 
and  Organization,  which  was  created  in  the  Department  of  Finance. 

Under  an  initiative  by  the  voters  in  1934,  Article  XXIV  was  added 
to  California's  Constitution  which  provided  for  the  creation  of  a  State 
Personnel  Board.  The  board  of  five  members,  who  are  appointed  by  the 
Governor  for  ten-year  terms,  prescribes,  amends,  and  repeals  rules  as 
may  be  necessary  to  administer  the  Civil  Service  Act.  In  open  hearings 
the  board  adopts  general  policies  and  rules  pertaining  to  personnel 
matters,  establishes  job  classifications  and  pay  ranges,  and  hears  and 
decides  employee  appeals  from  actions.  The  board  members  receive 
$6,200  yearly  for  their  services.  The  executive  officer,  who  is  a  civil 
service  employee  appointed  bj'-  the  board,  is  not  a  member  of  the  board. 

The  Personnel  Board  is  a  service  agency  for  other  state  departments : 
"Our  objectives  are  to  secure  for  state  agencies  the  ablest  people  avail- 
able, to  establish  and  administer,  within  the  framework  of  the  Constitu- 
tion and  statutes,  such  uniform  procedures  as  are  essential  to  the  main- 
tenance of  an  effective  working  force  in  the  state  service,  and  to  stimu- 
late and  assist  agencies  in  doing  those  things  that  will  weld  their  em- 
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ployees  into  a  well-trained,  contented,  ambitious,  and  productive  work- 
ing force."  (Nineteenth  Biennial  Report  of  the  State  Personnel  Board.) 

Under  Section  1,  Article  XXIV,  of  the  California  Constitution,  em- 
ployees are  placed  according  to  a  merit  system : 

"Permanent  appointments  and  promotion  in  the  State  Civil  Service 
shall  be  made  exclusively  under  a  general  system  based  upon  merit, 
efficiency,  and  fitness  as  ascertained  by  competitive  examination."  Even 
to  move  from  one  classification  to  another,  an  employee  is  required  to 
pass  an  examination.  The  board  gave  1,618  examinations  to  90,962  com- 
petitors during  Fiscal  Year  1956-57.  The  law  prohibits  discrimination 
on  the  basis  of  age  (except  in  cases  of  public  safety  or  within  one  year 
of  retirement  age),  color,  race,  sex,  marital  status,  or  political  or  re- 
ligious views. 

New  jobs  are  created  by  the  Legislature,  which  also  provides  the 
money  for  them  in  the  yearly  budget  or  through  a  separate  resolution. 
The  Department  of  Finance  proposes  an  organization  plan  and  calcu- 
lates the  cost,  while  the  Personnel  Board  is  called  in  to  describe  the 
duties  of  the  new  position. 

Salaries  for  state  positions  are  set  with  consideration  of  prevailing 
rates  for  comparable  service  in  other  public  enployment  and  in  private 
business.  Each  year  the  board  gathers  information  on  pay  rates.  Before 
the  state  budget  is  adopted,  the  Governor  and  the  Legislature  are  ad- 
vised whether  funds  will  be  needed  to  adjust  state  salaries. 

The  State  Government  employee 's  benefits  are  detailed  and  compared 
with  those  in  industry  in  subsequent  sections  of  this  report.  Programs 
for  protection  against  financial  loss  in  old  age,  premature  death,  occupa- 
tional accidents  and  sickness,  unemployment,  paid  holidays,  vacations, 
and  sick  leave — all  are  of  mounting  concern  to  an  employer  since  these 
benefits  represent  in  the  aggregate  a  growing  portion  of  the  total  com- 
pensation of  employees. 

B.     THE  SPECIAL  POSITION  OF  THE  STATE  IN 
RELATION  TO  PUBLIC  SCHOOL  TEACHERS 

The  State  Constitution  and  laws  provide  the  broad  outlines  for  pub- 
lic education  in  California,  but  the  relationship  of  the  State  to  its 
teachers  is  a  unique  one  since  the  State  shares  the  responsibility  for 
educational  matters  with  the  school  districts. 

The  State  assumed  its  concern  for  free,  public  education  with  the 
writing  of  the  first  Constitution  in  1849,  which  made  provision  for  a 
system  of  ' '  common  schools, ' '  the  election  of  a  Superintendent  of  Pub- 
lic Instruction,  and  the  creation  of  a  State  School  Fund.  The  Legisla- 
ture was  to  "encourage  by  all  suitable  means  the  promotion  of  in- 
tellectual, scientific,  moral,  and  agricultural  improvement. ' ' 

California  education  has  grown  from  small  schools  open  three  months 
a  year  in  farming  and  mining  communities  to  a  complex  system  whose 
districts  include  huge  schools  and  employ  thousands  of  teachers.  In 
November,  1957,  the  1,834  school  districts  of  the  State  employed  137,047 
people  in  positions  requiring  certification  qualifications,  of  whom  101,- 
077  were  full-time  classroom  teachers.  The  Department  of  Education 
reported  that  the  average  daily  attendance  for  the  school  year  of 
1957-58  was  2,958,156,  for  the  grades  of  kindergarten  through  14. 
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The  total  cost  of  public  education  for  the  grades  of  kindergarten 
through  14  in  California  for  the  Fiscal  Year  1956-57  was  $1,042,657,205, 
which  was  shared  on  approximately  a  45-55  ratio  by  the  State  and  the 
school  districts.  The  State  now  appropriates  annually  into  the  State 
School  Fund  $193.37  per  child  in  average  dailj^  attendance  in  the 
grades  of  kindergarten  through  14.  (Additional  appropriations  are 
also  being  made  for  such  programs  as  driver  education,  education  of 
''project-connected"  pupils,  and  other  forms  of  special,  more  expen- 
sive education.)  The  State's  contribution,  which  must  be  spent  each 
year,  amounted  to  $451,616,748  for  the  fiscal  vear  of  1956-57;  while 
$543,897,007  was  budgeted  for  1957-58. 

In  order  to  meet  the  cost  for  each  child  of  the  minimum  acceptable 
level  of  school  support  (called  the  "foundation  program"  and  which 
is  different  for  each  level),  complex  formulas  are  used  to  apportion  the 
State  School  Fund  to  the  districts.  A  guaranteed  minimum  of  $125  per 
child  in  average  daily  attendance,  or  not  less  than  $2,400,  is  distributed 
by  the  State  to  each  district  as  "basic  aid."  After  money  is  deducted 
from  the  State  School  Fund  to  be  distributed  to  meet  the  "excess 
costs"  of  special  education,  such  as  for  physically  handicapped  and 
mentally  retarded  minors,  and  for  costs  of  transportation,  expansion, 
and  to  county  school  service  funds,  "equalization  aid"  is  apportioned 
on  the  basis  of  equalization  formulas  applied  to  the  assessed  valuation 
of  property  subject  to  local  taxation  in  each  school  district.  "Equaliza- 
tion aid"  is  the  difference  between  what  the  district  can  raise  through 
taxes — plus  the  "basic  aid"  it  receives  for  each  child — and  the  "foun- 
dation program." 

Other  appropriations  are  made  in  addition  to  the  State  School  Fund, 
which  are  distributed  for  driver  training  and  the  education  of  project- 
connected  pupils. 

Of  the  State's  contributions  to  the  districts,  the  districts  must,  sub- 
ject to  certain  qualifications,  use  at  least  65  percent  for  salaries  of 
certificated  personnel.  While  the  state-required  minimum  annual  sal- 
ary for  full-time,  certificated  personnel  is  $4,200,  most  districts  pay 
their  beginning  teachers  more.  Also,  they  use  "salary  schedules" 
which  increase  the  salary  for  additional  years  of  training  and  experi- 
ence and  assure  equal  pay  for  the  same  job  for  equal  training  and 
experience.  This  applies  only  within  the  district,  leading  to  a  variety 
of  salaries  and  salary  schedules  throughout  the  State.  In  1956-57  the 
total  salaries  of  certificated  personnel  amounted  to  $608,713,336,  or 
59.1  percent  of  the  total  cost  of  education. 

According  to  a  survey  by  the  California  Teachers'  Association  the 
average  salaries  of  full-time  teachers  in  1957-58  were  $5,487  for  ele- 
mentary teachers,  $6,180  for  high  school  teachers,  and  $6,950  for 
junior  college  teachers.  The  average  for  all  levels  was  $5,787.  The 
reasons  for  the  differences  were  given  as  follows:  (1)  salary  schedules 
tend  to  be  lower  in  elementary  districts  than  in  districts  employing 
high  school  teachers;  (2)  the  number  of  college  units  required  of  high 
school  and  junior  college  teachers  to  receive  credentials  is  higher  than 
for  elementary  teachers;  and,  (3)  possibly  as  a  result  of  more  recent 
growth  on  the  elementary  level,  elementary  school  teachers  tend  to 
have  less  experience  than  do  other  teachers. 
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In  surveying  administrators'  salaries,  tlie  California  Teachers'  As- 
sociation fonnd  that  the  median  salaries  for  1957-58  were  for  directors, 
$9,267 ;  co-ordinators,  $8,238 ;  supervisors,  $7,577 ;  elementary  princi- 
pals, $8,000 ;  high  school  principals,  $8,000 ;  and  high  school  vice 
principals,  $7,800. 

Special  services  personnel,  who  are  also  certificated,  had  median 
salaries  in  1957-58  as  follows :  librarians,  $6,535 ;  nurses,  $5,643 ;  psy- 
chiatrists, $7,100;  phvchologists,  $7,276;  counselors,  $7,348;  and  others, 
$6,871. 

As  of  November,  1957,  of  the  137,047  teaching  and  nonteaching 
certificated  employees,  full-time  and  part-time  as  of  November,  1957, 
124,061  were  in  teaching  fields;  7,760  were  in  administrative  categories; 
and  5,226  were  in  "health  and  development"  and  "pupil  personnel 
services. ' ' 

The  dual  responsibility  of  the  State  and  the  districts  for  its  teachers 
is  well  illustrated  by  the  fact  that  while  the  State  sets  the  minimum 
personal  and  educational  qualifications  for  various  categories  of  certi- 
fication and  issues  licenses  through  the  State  Credentials  Commission, 
it  is  the  school  districts  that  hire  and  sign  contracts  with  teachers.  Also, 
it  is  interesting  to  note  that  the  teacher  training  institutions  play  their 
part  in  qualifying  teachers.  Their  faculties  set  the  subject  matter  to  be 
studied ;  decide  whether  a  student  has  mastered  it ;  make  recommenda- 
tions as  to  the  student  teacher's  health,  mental  fitness,  and  comment 
how  well  the  prospective  teacher  has  done  in  supervised  teaching. 
While  the  teacher  training  schools'  views  on  educational  theory  pervade 
the  courses,  and  thus  should  be  expected  to  have  some  sort  of  "carry 
over,"  in  actual  practice  these  concepts  become  modified  by  what  the 
school  district  wants.  While  "tenure"  (permanent  status)  is  estab- 
lished by  the  Education  Code,  districts  have  some  say  in  this  matter 
through  the  simple  expedient  of  not  rehiring,  although  there  are 
state  statutes  which  provide  for  discharging  teachers  on  the  basis  of 
unfitness  to  associate  with  children. 

Section  IV  of  this  report  deals  with  teachers'  employee  benefits  and 
reveals  more  of  the  joint  relationship  of  the  State  and  the  school  dis- 
tricts regarding  teachers.  For  some  areas  of  concern,  such  as  retirement, 
the  policy  is  a  clear-cut  matter  set  by  the  State  and  applying  equally  to 
all ;  other  benefit  programs  are  sometimes  up  to  local  option.  In  other 
instances,  the  matter  is  shared,  with  the  State  setting  a  minimum  to 
which  districts  may  add,  such  as  the  case  with  the  compensated  time- 
off  programs. 
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SECTION  III 

BENEFIT  PROGRAMS  FOR  STATE  EMPLOYEES 

The  employee  benefit  programs  for  the  great  majority  of  state 
employees  consist  mainly  of  the  Retirement  System  and  the  various 
provisions  for  compensated  leave.  In  addition,  there  is  workmen's  com- 
pensation protection  and  a  number  of  miscellaneous,  special  arrange- 
ments affecting  only  certain,  small  groups  of  employees. 

This  section  will  present  a  picture  of  the  total  framework  of  benefits 
provided  to  state  employees,  describing  for  each  benefit  xerogram  its 
provisions,  coverage,  financing,  and  cost  to  the  State. 

A.     THE  STATE  EMPLOYEES'  RETIREMENT  SYSTEM 
7 .  Historical  Development 

The  California  State  Employees'  Retirement  System  is  one  of  the 
best  and  soundest  of  public  retirement  systems  in  the  United  States. 
The  system  is  outstanding  in  its  financing,  liberality,  and  actuarial 
soundness. 

The  State  Employees'  Retirement  Act,  which  went  into  effect  on 
January  1,  1932,  preceded  the  Federal  Social  Security  Act  by  five  years. 

The  Retirement  System  went  through  a  15-year  formative  period, 
and  was  the  result  of  much  study  and  planning.  For  several  years,  be- 
ginning in  1921,  various  groups  of  state  employees  went  to  the  Governor 
to  get  some  provision  for  retirement  following  their  years  of  state 
service.  As  described  in  Section  I  of  this  report,  "The  Changing  Nature 
of  Employee  Compensation,"  such  employee  benefits  had  not  yet 
assumed  the  status  of  workers'  "rights,"  nor  were  they  considered  so 
much  a  part  of  the  general  pattern  of  employee  compensation  as  they 
are  today. 

The  work  of  a  two-year  study  by  a  pension  commission,  authorized 
by  the  Legislature  and  appointed  by  the  Governor  in  1929,  was  so  sound 
that  the  plan  presented  in  its  report  became  the  basis  for  the  system 
now  in  existence. 

Since  the  adoption  of  the  original  Retirement  Act  there  have  been 
many  changes  and  amendments,  but  the  essential  provisions  remain. 
The  highlights  of  the  first  State  Employees'  Retirement  System  are 
listed  : 

1.  Full-time  state  employees  automatically  became  members.  New 
employees  were  to  become  members  after  six  months'  service. 

2.  Retirement  allowances  were  financed  jointly  by  monthly  contribu- 
tions from  the  employees  and  from  the  State. 

3.  Employee  contributions  and  retirement  allowances  were  based  on 
salaries  up  to  the  first  $416.66  per  month. 

4.  The  System  was  financed  so  that  at  age  65  a  retiring  employee 
would  receive  an  allowance  approximating  1/70  of  his  salary  mul- 
tiplied by  his  number  of  years  of  service. 

(35) 
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5.  An  employee  leaving  state  service  was  refunded  his  contributions, 
with  interest. 

6.  If  a  member  died  before  retirement,  his  widow — or  other  benefici- 
ary— was  paid  his  accumulated  contributions,  plus  interest,  and  a 
month's  salary  for  each  year  of  the  employee's  service,  up  to  six. 

7.  Twenty  years'  service  was  required  for  retirement,  with  65  con- 
sidered normal  retirement  age.  The  minimum  permissible  retire- 
ment age  was  60. 

8.  Retirement  was  made  compulsory  at  75.  (The  age  was  to  be  gradu- 
ally reduced  until,  by  1937,  the  compulsory  retirement  age  was 
stabilized  at  70.) 

9.  Provision  was  made  to  credit  employees  with  time  already  worked 
for  the  State.  Allowances  earned  by  this  "prior  service" — that  is, 
service  prior  to  the  establishing  of  the  system  were  calculated  by  a 
fixed  formula  and  were  paid  in  full  by  the  State. 

10.  A  disability  retirement  allowance  was  provided,  available  to  per- 
manently disabled  employees  who  had  served  10  years  or  more. 

11.  Several  optional  retirement  allowance  plans  were  offered,  so  a  re- 
tiring employee  could  accept  a  reduced  allowance  and  thereby 
make  some  provision  for  an  allowance  to  his  widow  or  other  benefi- 
ciary who  might  survive  him. 

As  experience  with  the  Retirement  System  accumulated,  a  number  of 
amendments  were  made  which  have  considerably  increased  the  benefits. 
One  such  change  was  the  provision  of  a  larger  retirement  allowance  at 
an  earlier  retirement  age.  For  the  large  group  of  emploj-ees,  the  original 
Retirement  Act  provided  the  "1/70  at  age  65"  formula.  The  new  for- 
mula of  "1/60  at  age  60,"  effective  October  1,  1945,  had  a  double  effect 
of  increasing  benefits  since  it  lowered  the  retirement  age  and  increased 
the  allowance.  It  also  made  the  costs  for  the  State  and  members  higher. 

Retirement  benefits  are  now  based  on  years  of  service,  age  at  retire- 
ment, and  "final  compensation,"  and  are  computed  on  the  "1/60  at 
age  60"  formula.  This  formula  will  provide  at  age  60  and  with  30  years 
of  service  an  annual  allowance  equal  to  one-half  the  "final  compensa- 
tion." "Final  compensation"  is  the  highest  average  compensation  of 
any  three  consecutive  years  (30  X  1/60  =  1/2).  Thus,  an  employee 
whose  "final  compensation"  was  $400  a  month  would  receive  a  monthly 
retirement  annuity  of  $200  upon  retiring  at  age  60  with  30  years  of 
service. 

This  formula  is  discounted  or  "improved";  depending  upon  whether 
the  member  retires  before  or  after  the  age  of  60.  For  example,  a  person 
retiring  five  years  before  the  "normal"  retirement  age  will  receive  his 
allowance  from  the  system  five  years  longer  and  at  the  same  time  will 
have  contributed  for  five  years  less.  The  reverse  is  true  if  retirement  is 
after  age  60. 

The  original  law  provided  that  contributions  from  the  employee  were 
determined  actuarially  to  provide,  on  the  average,  one-half  the  cost  of 
the  retirement  benefit.  AVhether  or  not  the  contributions  so  set  would 
be  sufficient  to  provide  the  desired  benefits  depended  on  the  accuracy 
of  the  actuarial  assumptions  used  in  determining  the  contribution  rates 
and  whether  the  member's  experience  under  the  system  followed  the 
"average."  The  law  really  had  no  guaranteed  formula  for  retirement 
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benefits.  This  benefit  formula,  known  as  the  "money  value"  plan,  pro- 
vided that  while  contributions  were  fixed,  the  retirement  benefit  was 
not.  The  benefit  would  be  simply  what  the  member's  accumulated  con- 
tributions, plus  a  like  amount  of  employer  funds,  would  buy  at  the 
time  of  retirement. 

In  1947  an  absolute  guaranty  of  the  amount  provided  by  the  formula 
was  written  into  the  law.  The  employees'  service  retirement  formula 
was  retained.  However,  any  difference  in  the  annuity  which  would  be 
purchasable  with  the  member's  accumulated  contributions  and  the 
exact  amount  calculated  on  the  basis  of  the  "Voo  at  age  60"  formula 
would  be  made  up  from  funds  contributed  by  the  State.  This  is  known 
as  the  "guaranteed  formula"  or  "fixed  rate"  plan. 

Other  important  changes  in  the  retirement  law  that  are  now  in  effect 
will  be  described  in  the  following  discussion  of  the  basic  provisions  of 
the  State  Employees'  Retirement  System. 

2.  Basic  Provisions  of  the  State  Employees'  Retirement  System 

Membership.  Membership  is  compulsory  for  all  state  employees 
working  half-time  or  more  and  after  they  complete  six  months  of  state 
employment.  Elected  officials  and  appointees  of  the  governor  may 
choose  to  join.  Employees  of  the  University  of  California,  other  than 
faculty  members,  are  included;  and,  since  1939,  other  public  agencies 
such  as  cities,  counties,  school  districts,  and  special  districts  can  con- 
tract to  join.  In  1947  the  Legislature  required  all  nonteaching  school 
employees  to  be  covered  by  either  the  State  Employees'  Retirement 
System  or  by  locally-administered  retirement  systems. 

Among  State  employees,  there  are  seven  classifications  of  membership 
in  the  State  Employees '  Retirement  System.  In  addition  to  the  ' '  Miscel- 
laneous" classification  (to  which  the  majority  of  state  employees  be- 
long) several  groups  of  employees  are  in  special  classifications  in  recog- 
nition of  special  hazards  of  their  occupations  and  dangers  of  earlier 
superannuation  in  their  jobs.  These  are  the  classifications  with  re- 
tirement benefits  which  differ  from  those  of  the  "Miscellaneous" 
employees : 

Patrol  Members  Prison  Members 

Warden  Members  Narcotic  Enforcement  Members 

Forestry  Members  Law  Enforcement  Members 

In  line  with  the  factors  of  greater  hazard  and  earlier  superannua- 
tion, the  Patrol  member  classification  has  been  given  greater  benefits 
than  any  of  the  other  classes.  The  Warden  and  Forestry  members  have 
greater  advantages  than  the  Prison,  Narcotic  and  Law  Enforcement 
members  but  not  as  great  as  those  of  the  Patrol  members.  All  six 
classifications  have  some  benefits  which  are  not  now  provided  for  Miscel- 
laneous members.  These  benefits  will  be  described  and  compared  later 
in  this  section. 

Contributions.  Contributions  into  the  system  are  made  approxi- 
mately equally  between  employees  and  the  State.  However,  the  State's 
share  tends  to  exceed  the  amounts  contributed  by  members. 

Members  contribute  to  the  System  monthly  by  payroll  deductions. 
The  amount  is  a  percentage  of  earnings.  The  percentage  is  determined 
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actuarially  on  the  basis  that  members,  on  the  average,  will  contribute 
one-half  the  cost  of  the  normal  retirement  benefit.  The  rate  of  contribu- 
tion depends  on  the  member's  age  at  the  time  of  entering  state  service, 
sex,  and  classification  of  membershii^.  Since  many  factors  affecting  cost 
change,  such  as  mortality  rates  and  interest  on  accumulated  contribu- 
tions, the  contribution  rates  must  be  adjusted  periodically. 

Because  the  benefits  for  the  various  classes  of  membership  vary,  there 
are  different  scales  of  member  contribution  rates.  The  following  tables 
show  for  several  selected  ages  the  contribution  rates  that  are  currently 
in  effect  for  the  various  classifications  of  membership. 

MISCELLANEOUS,  PRISON,  NARCOTIC  ENFORCEMENT,  AND 
LAW   ENFORCEMENT  MEMBERS 

Age  upon   hecomi)tg                                                     Male  Female 

a  memher                                                          employee  employee 

percent  percent 

30 7.69  9.08 

40 8.53  10.15 

50 9.70  11.50 

HIGHWAY  PATROL  MEMBERS  ENTERING  SERVICE  AFTER  JANUARY  1,  1932 

Age  upon   hecomiug  Male 

a  memher  employee 

percent 

30 10.86 

40 11.62 

50 9.70 

FORESTRY  AND  WARDEN  MEMBERS  ENTERING  SERVICE  AFTER  JANUARY  1,  1932 
Age  upon   hecoming  Male 

a  member  employee 

percent 

30 6.97 

40 11.55 

50 9.85 

The  State  also  contributes  monthly  to  the  system,  the  amount  being 
a  percentage  of  member  earnings.  This  percentage  is  also  determined 
actuarially  so  as  to  fund  the  balance  of  the  cost  of  the  benefits,  as 
guaranteed  under  the  "fixed  formula".  Thus,  the  difference  between 
the  amounts  contributed  by  the  employees  and  the  ultimate  cost  of  the 
guaranteed  benefits  is  made  up  by  the  State.  Also,  the  State  bears  the 
entire  cost  of  disability  and  death  benefits,  as  well  as  the  cost  of  ad- 
ministration of  the  sj'stem. 

The  State's  current  rates  of  contribution  for  the  various  classes  of 
members  follows : 

Miscellaneous  members 

(including  prison,  narcotic  Percent 

and  law  enforcement)    9.16  of  payroll 

Patrol  members 29.32  of  payroll 

Warden  members 15.97  of  payroll 

Forestry  members 7.78  of  payroll 

The  State  contribution  rate  for  Patrol  members  is  more  than  three 
times  as  high  as  the  contribution  for  Miscellaneous  members,  and 
amounts  to  nearly  30  percent  of  the  Patrol  members'  salaries.  The  rea- 
sons for  the  higher  cost  are  that  Patrol  members  have  a  lower  retire- 
ment age,  are  provided  additional  occupational  death  and  disability 
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benefits,  and  benefit  payments  are  continued  to  the  widow  upon  the 
death  of  the  retired  member. 

Service  Credit.  One  of  the  factors  which  determines  the  dollar 
amount  of  the  retirement  benefit  produced  under  the  benefit  formula  is 
the  length  of  time  a  person  has  been  in  state  service.  Computing  the 
proper  service  credits  is,  therefore,  very  important. 

"Prior  service"  is  the  term  used  for  time  worked  by  state  employees 
before  January  1,  1932,  the  date  the  Retirement  System  went  into  efl:ect. 
The  cost  of  prior  service  is  paid  for  entirely  by  the  employer  if  one 
of  the  following  conditions  is  met : 

1.  The  employee  became  a  member  of  the  system  on  January  1,  1932, 
or 

2.  The  employee  became  a  member  of  the  system  within  three  years 
of  last  rendering  prior  service,  or 

3.  At  the  time  of  retirement  the  employee  is  entitled  to  be  credited 
with  at  least  10  years  of  current  service. 

* '  Current  service ' '  for  state  employees  is  all  service  performed  after 
January  1,  1932.  For  university  employees  it  is  service  after  August 
27,  1937.  For  employees  of  the  contracting  agencies,  it  is  all  service 
after  the  effective  date  of  the  employer's  contract  with  the  State  Em- 
ployees' Retirement  System.  While  the  employer  bears  all  of  the  cost  of 
prior  service,  current  service  costs  are  shared  by  members  and  em- 
ployer. 

Legislation  in  1951  and  1953  made  it  possible  for  a  state  member  to 
elect  to  receive  credit  in  the  Retirement  System  for  service  as  an  em- 
ployee of  a  public  agency,  provided  the  member  does  not  have  credit 
for  the  service  in  a  locally  administered  system.  If  the  election  is  made, 
the  member  must  deposit  in  the  Retirement  System  an  amount  equal  to 
the  contributions,  with  interest,  he  would  have  made  if  he  had  been  a 
member  of  the  Retirement  System  during  that  time,  plus  the  contribu- 
tions, with  interest,  that  the  State  would  have  made. 

Conditions  of  Retirement.  Retirement  is  for  service  or  for  disabil- 
ity. However,  retirement  for  service  makes  up  the  bulk  of  the  retire- 
ments. 

Underlying  the  conditions  set  for  service  retirement  is  the  concept  of 
a  "normal,"  or  expected,  retirement  age.  Service  retirement  also  in- 
volves the  idea  of  a  minimum  number  of  years  of  service.  The  normal 
retirement  age  for  all  members  is  60  except  for  patrol  members  where 
it  is  55.  This  lower  retirement  age  for  patrol  members  is  in  recognition 
of  more  hazardous  duty  and  the  fact  that  it  is  in  the  public  interest 
that  patrol  officers'  duties  are  performed  by  men  who  are  relatively 
young. 

However,  members  may  voluntarily  retire  at  earlier  specified  ages. 
There  is  also  a  maximum  "compulsory"  retirement  age  set  by  the  law 
at  which  an  employee  must  retire. 

In  general,  a  member  may  retire  for  service  when  he  meets  these 
conditions : 

1.  He  must  have  reached  the  minimum  voluntary  retirement  age. 

2.  He  must  have  over  $500  in  accumulated  contributions  in  the  Re- 
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tirement  Fund  or  be  entitled  to  be  credited  with  20  years  of  con- 
tinuous state  service. 

Retirement  Age 

MiniDiinn 

Class  of  nieiuhcrsliip  vohintury  Xoinial  Compulsory 

Miscellaneous 55  60  70 

Patrol    50  55  65 

Warden  and  forestry 50  60  65 

Prison,  narcotic,  and  law 55  60  70 

In  order  to  retire  for  disability,  a  member  must  be  unable  to  do  the 
job  for  which  he  was  hired,  and  his  disability  must  be  permanent  or  of 
extended  and  uncertain  duration.  He  also  must  have  either  at  least  $500 
in  accumulated  contributions  in  the  Retirement  Fund  or  be  credited 
with  at  least  10  years  of  service.  There  is  no  minimum  age  limit  for 
disability  retirement.  The  allowance  for  disability  retirement  may  be 
either  for  ordinary  disability  or  for  service-connected  disability,  termed 
industrial. 

The  disability  retirement  benefit  for  miscellaneous  members  is  the 
same  for  an  "industrial"  disability  as  it  is  for  a  nonoccupational  dis- 
ability. Members  in  the  classifications  of  patrol,  warden,  and  forestry 
(and  about  85  percent  of  safety  members  of  local  agencies)  are  under 
the  same  provisions  as  the  miscellaneous  members  with  respect  to  non- 
occupational disability. 

For  work-connected  disability  retirement,  members  of  the  classifica- 
tions of  patrol,  forestry,  warden,  narcotic  enforcement,  and  law  en- 
forcement do  not  have  to  meet  the  service  qualifications  for  nonoccupa- 
tional retirement.  Regardless  of  length  of  service  they  will  receive  a 
disability  retirement  pension.  In  addition,  a  patrol  member  or  forestry 
member  would  receive  the  same  allowance  if  the  disability  was  incurred 
in  line  of  duty  during  the  six  months'  qualification  period  prior  to  his 
becoming  a  member  of  the  system. 

Benefits.  The  retirement  benefits  fall  into  four  categories:  (1)  the 
retirement  allowance;  (2)  survivors'  benefits  under  optional  settle- 
ments; (3)  the  disability  retirement  allowances;  and  (I)  the  death 
benefits.  The  "basic"  retirement  allowance  is  discussed  first. 

For  miscellaneous  members,  prison  employees,  narcotic  enforcement, 
and  law  enforcement  members  the  benefit  formula  for  payment  of  re- 
tirement benefits  is  "1/60  at  age  60."  This  formula  is  designed  to  pro- 
vide a  monthly  retirement  allowance  equal  to  one-half  of  the  "final 
compensation"  upon  retirement  at  age  60  with  30  years'  service.  (Final 
compensation  is  defined  as  the  average  salary  for  the  three  highest  con- 
secutive years.)  An  individual's  retirement  allowance  is  computed  as  a 
percentage  (based  on  age  at  retirement  and  sex)  of  the  final  compensa- 
tion, times  the  number  of  years  of  service. 

Patrol  members  receive  half  of  "final  compensation"  at  age  55  with 
20  or  more  years  of  service. 

Forestry  and  warden  members  receive  half  of  "final  compensation" 
at  age  60  witli  20  or  more  years  of  service. 

The  table  below  shows  for  miscellaneous  members  the  percentage  of 
compensation  for  each  year  of  service  for  retirement  at  selected  ages. 
Note  that  at  the  minimum  retirement  age  of  55  the  percentage  is  lowest. 
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At  age  60,  the  "normal"  retirement  age,  the  percentage  is  1.6666,  which 
is  the  "1/60"  part  of  the  "1/60  at  age  60"  formula. 

PERCENTAGE  OF  COMPENSATION    FOR   EACH  YEAR  OF  SERVICE 
FOR  MISCELLANEOUS  MEMBERS 
L;.  Male 

for  each  year  of 
Age  at  Prior  service     Current  service 

retirement  percent  percent 

55 1.1696  1.2303 

60 1.6666  1.6666 

65+ 2.201S  2.1691 

Female 
for  each  year  of 
Age  at  Prior  service     Current  service 

retirement  percent  percent 

55 1.2326  1.2678 

60 1.6666  1.6666 

65+ 2.1924  2.1599 

At  retirement  a  member  may  choose  to  receive  a  smaller  retirement 
allowance  throughout  his  lifetime  so  that  after  his  death  further  pay- 
ments will  be  made  to  his  beneficiary.  These  optional  settlements  may 
not  be  changed  after  the  member  receives  his  first  retirement  payment. 

The  alternative  options  for  service  retirement  are  detailed  below. 

The  first  option  guarantees  the  full  return  of  a  retired  member 's  con- 
tributions in  one  form  or  another,  regardless  of  his  span  of  life.  If  he 
dies  before  the  full  amount  of  his  accumulated  contributions  has  been 
paid  to  him  in  annuity  payments  (financed  by  his  contributions),  the 
balance  will  be  paid  in  a  lump  sum  to  his  beneficiary. 

If  option  one  is  elected,  the  reduction  in  the  allowance  will  depend 
upon  the  member's  sex,  age  at  retirement,  whether  service  or  disability 
retirement,  and  the  amount  of  the  member's  accumulated  contributions 
at  retirement.  For  a  Miscellaneous  male  member  retiring  at  age  60,  the 
reduction  is  $1.19  a  month  per  each  $1,000  of  his  contributions  on 
deposit.  If  his  "final  compensation"  was  $500  a  month,  and  he  served 
30  years,  his  unmodified  retirement  allowance  would  be  $250.  If  he  had 
$10,000  of  accumulated  contributions  to  his  credit,  his  monthly  alloAV- 
ance  would  be  reduced:  $250  —  (10  X  $1.19)  =  $238.10. 

The  second  option  permits  a  member  to  provide  a  retirement  income 
for  himself  throughout  his  lifetime  and  after  his  death  to  have  the  same 
income  continue  throughout  the  lifetime  of  his  beneficiary.  To  make  this 
l)rovision  for  his  beneficiary,  he  must  accept  a  reduction  in  his  monthly 
allowance.  For  example,  the  rate  for  a  man  retiring  at  age  60,  whose 
wife  is  50,  is  63.2  percent.  Using  the  same  example  of  the  man  above, 
the  reduced  allowance  that  would  be  paid  w^hile  either  he  or  his  wife 
lives,  is  63.2  percent  of  $250,  or  $158. 

A  third  option  provides  that  the  beneficiary  of  a  member  w^ho  dies 
will  receive  one-half  the  amount  that  was  paid  while  he  was  living.  The 
rate  for  the  same  man  is  77.4  percent  of  $250  or  $193.50.  Upon  his 
death,  his  wife  will  receive  $96.75  monthly  for  her  lifetime. 

Also,  a  fourth  option  is  provided  for  those  who  wish  to  make  special 
arrangements.  The  amounts  the  member  and  his  beneficiary  wdll  receive 
and  the  costs  are  calculated  in  accordance  with  actuarial  principles. 
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The  disability  retirement  allowances  are  for  either  occupational  or 
nonoccupational  disability-.  To  receive  this  allowance  the  person  must 
be  unable  to  do  the  job  for  which  he  was  hired,  and  the  disability  must 
be  of  permanent  or  of  extended  and  uncertain  duration. 

All  classifications  of  members  have  the  nonoccupational  benefit,  and 
for  the  majority — ]Miscellaneous  and  Prison — allowances  are  the  same 
whether  the  disability  is  occupational  or  nonoccupational.  Qualifications 
for  nonoccupational  disability  retirement  allowances  are  a  minimum 
of  10  years  of  service  or  $500  in  accumulated  contributions  in  the  Re- 
tirement Fund.  The  benefit  is  90  percent  of  the  basic  retirement  allow- 
ance. 

In  addition  to  the  nonoccupational  benefit.  Narcotic  Enforcement, 
Law  Enforcement,  Patrol,  Warden  and  Forestry  members  have  an  in- 
creased benefit  for  service-connected  disability.  The  allowance  is  one- 
half  the  average  compensation  of  the  highest  three  years  and  is  payable 
for  the  rest  of  the  member's  life  or  his  recovery.  A  disabled  Patrol  or 
Forestry-  member  would  receive  this  allowance  if  his  service-connected 
disability  occurred  during  the  six  months'  qualification  period  before 
becoming  a  member  of  the  system. 

Death  benefits  may  be  paid  for  occupational  or  nonoccupational  death. 
The  ordinary  death  benefit  is  a  payment  to  the  beneficiary^  consisting  of 
the  return  of  the  contributions  of  the  member,  plus  interest,  and  one 
month's  pay  for  each  year  of  service  as  a  member  with  a  maximum  of 
six  month's  pay  after  six  years  of  membership.  All  classes  of  member- 
ship have  this  nonoccupational  death  benefit,  and  the  ^Miscellaneous 
categoiy  receives  the  same  payment  whether  the  death  is  industrial  or 
noniudustrial. 

When  members  of  all  classifications  other  than  ]\Iiscellaneous  die  in 
line  of  duty  prior  to  retirement,  a  special  death  benefit  is  provided  for 
the  widow  in  lieu  of  the  benefits  described  under  those  for  Miscellaneous 
members.  The  benefit  is  a  monthly  allowance  equal  to  one-half  of  the 
average  monthly  compensation  of  the  highest  three  years. 

If  at  death  the  member  was  qualified  to  retire,  the  surviving  wife, 
dependent  husband,  or  minor  children  receive  one-half  of  what  the 
member's  unmodified  retirement  allowance  would  have  been  had  he 
retired  on  the  day  of  his  death.  This  is  paid  in  place  of  the  ' '  ordinai^'^ " 
death  benefit  mentioned  above,  and  is  not  paid  if  the  ''special"  death 
benefit  is  payable. 

Refund  of  Contributions  Upon  Separation.  Upon  leaving  employ- 
ment covered  by  the  system,  a  member  may  withdraw  both  his  normal 
and  additional  contributions,  and  interest. 

This,  then  is  the  brief  account  of  thet  State  Employees'  Retirement 
System.  Having  traced  its  historical  development  and  outlined  the  most 
important  provisions,  it  is  well  to  consider  now  briefly  the  scope  of  its 
operations. 

3.  Scope  of  the  Program 

While  this  report  is  concerned  primarily  with  the  regular  state  civil 
service  employees,  of  whom  there  were  some  84,000  at  the  end  of  1957, 
it  is  well  to  bear  in  mind  that  the  State  Employees'  Retirement  System 
is  statewide.  It  provides  coverage  not  only  for  state  employees,  but  also 
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for  nonacaclemic  University  of  California  staff  members,  and  the  em- 
ployees of  contracting  public  agencies.  In  addition,  there  are  certain 
reciprocity  provisions  as  related  to  a  number  of  counties  which  have 
independent  retirement  systems  under  the  1937  County  Retirement 
Law. 

Membership.  According  to  preliminary  data  furnished  by  the 
State  p]mployees'  Retirement  System,  the  total  membership,  as  of  June 
30,  1958,  approximated  203,000.  More  than  one-half  of  this  number — 
102,371 — were  employees  of  the  contracting  public  agencies  who  ac- 
quired membership  under  375  individual  contracts  with  the  State  Em- 
ployees' Retirement  System.  Over  21,000  were  nonacademic  University 
of  California  employees.  The  approximately  79,000  state  members  rep- 
resented only  about  39  percent  of  the  total  membership  in  the  system. 

Membership  in  the  State  Employees'  Retirement  System  has  increased 
rapidly,  reflecting  the  growth  in  state  service  and  in  university  and 
contracting  public  agency  employment,  as  well  as  the  fact  that  addi- 
tional agencies  have  contracted  for  retirement  coverage. 


Net  increase 

Year 

Univer- 

Vontraciing 

over  previous 

(June  30th)    State 

sity 

agencies 

Total 

year 

1932 13,222 





13,222 



1937 20,769 

__ 



20,769 

7,547 

1942 25,236 

2,757 

2,070 

30,063 

9,294 

1947 30,543 

6,618 

17,638 

54,799 

24,736 

1952 50,899 

11,949 

50,970 

113,818 

59,019 

1953 53,648 

12,687 

56,523 

122,858 

9,040 

1954 58,073 

14,112 

63,681 

135,866 

13,008 

1955 61,377 

15,198 

68,856 

145,431 

9,565 

1956 65,010 

17,634 

74,780 

157,424 

11,993 

1957 71,408 

19,191 

82,847 

173,446 

16,022 

1958 79,029 

21,323 

102,371 

202,723 

29,277 

NOTE:  Data  for  1958  are  estimated. 

There  is  every  reason  to  believe  that  the  growth  in  membership  will 
continue.  The  Retirement  System  estimates  that  by  June  30,  1959,  the 
membership  will  have  increased  to  nearly  225,000  and  by  June  30,  1960, 
to  almost  250,000  members. 

Retired  Members.  Since  the  California  State  Employees'  Retire- 
ment System  is  still  a  relatively  young  program,  the  number  of  indi- 
viduals now  in  retirement  status  constitute  only  a  comparatively  small 
percetitage  of  membership. 

Including  State,  University,  and  public  agency  members,  the  number 
of  persons  receiving  life  allowances  totaled  11,734  in  1956,  and  13,038 
in  1957.  Preliminary  data  indicate  that  the  number  has  increased  to 
15,361  in  1958. 

The  rate  of  retirements  can  be  expected  to  continue  to  increase  for 
some  time.  It  is  estimated  that  the  number  will  rise  to  over  17,000  in 
1959,  and  will  exceed  19,000  in  1960. 

The  15,361  persons  who  are  estimated  to  have  received  payments  from 
the  system  in  1958,  fall  into  the  following  categories  in  accordance  with 
the  type  of  payment  made  : 
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Total  payees 
Type  of  payment  on  rolls 

Service  Retirement 13,658 

Disability  Retirement 1,160 

Industrial  Disability  Retirement 331 

Industrial  Death 212 

Total 15,361 

Of  the  15,361  individuals  to  whom,  or  to  whose  beneficiaries,  pay- 
ments were  made,  5,940  or  almost  39  percent  were  state  emploj-ees.  This 
is  roughly  the  same  percentage  as  represented  in  the  total  membership. 
The  remaining  paj'ments  were  accounted  for  by  university  and  con- 
tracting public  agency  employees.  Payments  by  kind  of  employment  are 
detailed  below : 

DISTRIBUTION   BY  TYPE  OF   EMPLOYMENT  AS  OF  JUNE  30,   1958 
State 

Retired  members 5,710 

Beneficiaries 230 

5,940 
University 

Retired  members 771 

Beneficiaries 20 

791 
Contracting  public  agency 

Retired  members 8,491 

Beneficiaries 139 

8,630 

Total 15,361 

Death  Benefits.  In  addition  to  the  above  life  allowances,  the  sys- 
tem also  paid  benefits  to  beneficiaries  on  account  of  death  of  active  and 
retired  members.  The  number  of  actual  member  death  benefits  and  re- 
tired death  benefits  paid  during  the  past  three  years  is  shown  in  the 
table  below. 

Numier  of  Numher  of 

active  niemher  retired  memher 

Year  death  benefits  death  benefits 

m-)5-56 593  494 

1956-57 598  574 

1957-58*   697  605 

*  Preliminary 

Separations  From  System.  Owing  to  fairly  high  turnover  rates 
among  State,  University,  and  contracting  public  agency  employees,  a 
large  number  of  separations  from  the  retirement  systems  occurs  each 
year.  Terminations  of  membership,  following  termination  of  employ- 
ment and  the  withdrawals  of  members'  aecummulated  contributions  and 
interest,  averaged  between  21,000  and  22,000  eases  during  the  past  three 
years. 

Nii77iier  of  member 
terminations 
Year  by  withdrawal 

1955-56 21,011 

1956-57 22.026 

1957-58  *    ..., 21,892 

*  Preliminary 
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Financial  Operations.  During  the  26  years  of  its  existence,  the 
State  Employees'  Ketirement  System  has  become  big  business  indeed. 
Its  rapid  growth  in  membership  has  been  noted.  The  extent  of  its  finan- 
cial operations  can  best  be  seen  from  the  statement  of  financial  opera- 
tions for  the  Fiscal  Year  of  1957-58  that  was  prepared  by  the  system. 

PRELIMINARY   STATEMENT  OF   INCOME  AND   EXPENDITURES 
(Fiscal  Year  1957-1958) 
Income 

Member  normal  contributions $0.3,849,560.78 

Member  additional  contributions 169,692.11 

Total  member   contributions $94,019,252.84  " 

Employer  current  service  contributions $61,090,863.78 

Employer  prior  service  contributions 34,979,918.01 

Employer  contributions — death  benefit 4,346,729.63 

Total  employer  contributions $100,417,511.42  " 

Income  from  investments .  $27,356,990.43 

Total  income $221,793,754.69 

Dis))ursements 

Service  retirement $20,975,940.36 

Ordinary  disability  retirement 1,124,081.31 

Industrial  disability  retirement 737,241.34 

Industrial  death 474,148.76 

Death  benefits 4,186,281.27 

Retired  member  death  benefits 

(includinj;-  Option  1)    458,434.03 

Withdrawals  on  member  tennination 13,288,974. :>9 

Total  disbursements $41,24.5,102.36 

Increa.se  in  total  system  reserves $180,548,652.33 

"Estimated  state  member  normal  contributions  (excluding  University  of  California)   $34,886,114. 
'■Estimated  state  employer  contiibutions  (excluding  University  of  California)   $37,437,103. 

This  statement  indicates  that  the  system  is  now  still  in  the  stage  of 
rapid  reserve  accumulation.  Over  $194  million  was  collected  during  the 
year  in  total  employee  and  employer  contributions.  Of  this  amount 
$72.3  million  represented  contributions  by  state  members  and  by  the 
State  on  their  behalf.  State  members  contributed  $34.9  million,  while 
the  estimated  contribution  by  the  State  as  an  employer  was  about  $37.4 
million.  Over  $27  million  was  earned  on  the  investments  of  the  fund, 
resulting  in  a  total  income  of  nearly  $222  million. 

During  the  same  period,  owing  to  the  relative  immaturity  of  the 
system,  only  about  $28  million  was  paid  out  in  the  form  of  various 
benefits.  In  addition,  more  than  $13  million  was  refunded  to  the  nearly 
22,000  individuals  who  terminated  their  membership  during  the  year. 
The  total  disbursements,  therefore,  were  only  a.  little  more  than  $41 
million  compared  with  an  income  of  nearly  $222  million.  The  difference 
of  $180.5  million  represented  an  addition  to  the  system's  growing 
reserves. 

Assets  of  the  System.  At  this  rate  of  accumulation,  the  assets  of 
the  system  have  grown  rapidly  and  as  of  June  30,  1958,  reached  the 
sum  of  $926.5  million,  as  indicated  by  the  following  statement  of  assets 
supplied  by  the  retirement  system : 
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ASSETS   OF  THE  SYSTEM  AS  OF  JUNE  30,   1958 

Cash    $7,868,431.19 

Securitie.s   (at  book  value)   878,439.163.66 

Accrued  interest  receivable 7,847,515.41 

Member,  employer,  and  other  receivables 32,377,951.29 

Total  system  assets  June  .30,  1958 $926,533,061.55 

It  is,  of  course,  uecessarj^  to  bear  in  mind  that  parallel  to  this  growth 
in  assets  there  is  a  constant  growth  in  the  liabilities  of  the  system. 

An  appreciation  of  the  actuarial  characteristics  of  the  retirement 
system  helps  to  understand  the  nature  of  this  growing  liability. 

4,  Aduarial  Characteristics  and  the  Cost  of  the 
State  Employees'  Retirerr)ent  Program 

When  considering  the  nature  of  a  retirement  program,  it  must  be 
realized  that  such  a  program  extends  over  long  periods  of  time.  A  young 
employee  looks  forward  to  30  or  40  years  of  active  employment  followed 
by  15  or  20  years  of  retirement.  This  results  in  a  period  of  30  or  40 
years  of  "pay-in"  or  "accumulation"  followed  by  15  or  more  years  of 
"pay-out".  The  financing  of  a  retirement  program,  therefore,  involves 
the  accumulation  of  funds  over  a  relativel}^  long  period  of  time  to 
provide  for  the  payment  of  a  benefit  some  time  in  the  future. 

One  major  factor  giving  rise  to  an  important  difference  among  re- 
tirement programs  is  the  determination  of  when  and  how  much  an 
employer  and  his  employees  will  put  into  the  retirement  fund  in  order 
to  -pay  benefits  when  thej^  become  due.  This  is  generally  called  the 
method  of  funding.  The  actual  cost  of  a  retirement  program  is  inde- 
pendent of  the  method  of  funding  since  the  benefits  to  be  provided 
represent  the  actual  cost.  The  method  of  funding  only  determines  when 
and  by  whom  contributions  sufficient  to  cover  the  costs  will  be  paid 
into  the  fund.  Because  of  the  interest  earned  by  accumulated  reserves, 
the  method  of  accumulation  does  have  a  bearing  on  the  amount  of 
contributions  required. 

Contribution  to  be  paid  by  employees  varies  greatly  among  retire- 
ment systems.  Some  provide  for  no  employee  contributions  while  others 
call  for  a  nominal  amount  or  a  percentage  of  earnings.  As  was  pointed 
out  above,  state  employees  contribute  a  percentage  of  earnings.  This 
percentage  is  determined  actuarially  to  provide  an  amount  of  money 
which  would  pay  on  the  average  one-half  the  cost  of  the  service  retire- 
ment benefit.  This  level  of  employee  contribution  is  as  high,  or  is  higher 
than,  that  provided  under  other  retirement  systems. 

Contributions  paid  into  the  retirement  fund  by  the  State  are  also 
determined  on  an  actuarial  reserve  basis.  Computed  on  this  basis,  both 
the  State  and  its  employees  pay  into  the  fund  amounts  which  are 
actuarially  determined  to  cover  the  liability  for  a  future  benefit  at  the 
time  when  that  liability  arises.  Periodic  review  and  revision  of  contri- 
bution rates  is  required  by  law.  This  assures  the  financial  solvencj^  of 
the  retirement  fund.  It  also  results  in  the  accumulation  of  a  large  re- 
serve fund,  which,  however,  is  not  out  of  proportion  to  the  size  of  the 
liability.  Since  the  fund  is  invested  in  interest-bearing  securities,  the 
interest  earned  pays  part  of  the  cost  of  benefits.  The  contributions 
required  by  the  State  therefore  are  less  than  they  would  be  if  there 
were  no  funding  of  liabilities  as  they  arise. 
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The  present  state  rate  of  contribution  by  class  of  membership  was 
shown  earlier  in  this  report.  An  actuarial  investigation  and  A^aluation 
is  in  process.  It  is  expected  that  this  will  result  in  a  revision  of  present 
rates  by  the  Legislature  next  year.  Employee  contribution  rates  are 
likewise  subject  to  revision  on  the  basis  of  periodic  actuarial  investi- 
gations. 

The  following  table  shows  the  average  contribution  rates  for  the 
different  state  member  categories  and  the  corresponding  state  rate. 
These  were  based  on  the  membership  in  the  system  during  the  month 
of  July,  1958.  It  should  be  noted  that  the  State  contributes  at  the  rates 
shown  only  on  the  earnings  of  memhers  of  the  system.  These  rates  can- 
not therefore  be  used  as  an  index  of  cost  for  the  entire  labor  force, 
which  includes  both  members  and  nonmembers  of  the  retirement  system. 

State  members'  State  contribution 

average  rate  of  rate  apiilied  to 

Member  classification                                     contribution  member  payroll 

percent  percent 
Miscellaneous  (excl.  U.O.,  including!:  pri- 

hon,  narcotic,  and  law  enforcement) 8.87  9.16 

Patrol    10.50  29.32 

Warden   7.82  15.97 

Forestry    6.78  7.78 

All  state  members   (excl.  U.C.) 8.88  9.87 

The  State  Employees'  Retirement  System  received  during  the  1957- 
58  Fiscal  Year  a  total  of  over  $100  million  in  employee  contributions. 
These  contributions,  however,  were  made  not  only  on  behalf  of  the 
state  employees  with  whom  this  study  is  concerned,  but  also  for  the 
University  of  California  employees  and  statutory  employees  as  well  as 
the  employees  of  the  875  contracting  agencies. 

It  is  estimated  that  approximately  37.4  million  dollars  of  the  total 
has  been  contributed  by  the  State  on  behalf  of  the  state  employees  with 
whom  this  report  deals.  While  the  average  weighted  state  contribution 
rate  comes  to  9.87  percent  of  member  payrolls,  not  all  of  the  430  million 
dollars  payroll  for  Fiscal  Year  19^57  has  been  subject  to  this  contribution 
rate.  When  the  actual  state  contributions  of  37.4  million  dollars  is  re- 
lated to  the  entire  430-million-dollar  payroll,  an  average  cost  rate  of 
8.71  percent  is  obtained.  While  this  8.71  percent  rate  is  the  cost  ex- 
pressed as  a  percentage  of  total  payroll,  it  is  not  a  true  cost  to  the  State 
for  the  individuals  who  are  covered.  The  real  cost  for  the  covered  em- 
ployees is  reflected  by  the  9.87  percent  weighted  average  contribution 
rate.  However,  in  the  summary  of  employee  benefit  costs,  for  the  pur- 
poses of  comparison  with  private  industry  costs,  the  rate  of  8.71  per- 
cent of  total  payrolls  is  used. 

The  employees'  contributions,  as  has  been  pointed  out,  vary  with  the 
ewivj  age  and  sex  of  the  employee  and  with  the  classification  of  member- 
ship. The  weighted  average  for  all  members  is  8.88  percent  of  payrolls. 

Therefore,  the  total  actuarial  cost  of  the  system,  including  the  various 
classes  of  members  and  considering  the  contributions  by  both  the  State 
and  the  employees,  comes  to  18.75  percent  of  member  payrolls.  Since 
not  all  state  employees  are  members  of  the  system,  the  cost  as  a  percent 
of  total  payrolls  is  obviously  lower. 
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Even  when  the  mnch  more  costly  system  for  the  Patrol  members  is 
excluded,  the  total  cost  for  "Miscellaneous"  members,  which  includes 
the  bulk  of  the  total  membership,  comes  to  almost  18  percent  of  payrolls. 

Thus,  the  State  Employees'  Retirement  System  is  a  costly  program. 
The  benefits  are  far  superior  to  those  enjoyed  by  most  industrial  workers 
and  the  cost  is  considerably  higher  than  the  total  cost,  including  Social 
Security  taxes,  of  retirement  plans  for  the  great  majority  of  private 
industry  programs. 

B.     COMPENSATED  TIME-OFF  PROGRAMS 

Among  the  most  important  benefits  furnished  employees  of  the  State 
Government  are  the  various  programs  of  compensated  leave.  These  pro- 
grams include  paid  vacations,  holidays,  and  sick  leave.  Compensated 
time  off  for  jury  duty,  for  required  military  service,  and  for  a  few 
other  kinds  of  approved  absences  from  work  also  are  provided.  In  addi- 
tion, daily  rest  periods  are  scheduled  for  most  of  the  state  employees. 

HoAv  much  these  different  forms  of  paid  leave  cost  the  State  in  any 
particular  j'-ear  depends  in  large  part  upon  the  extent  to  which  the 
benefits  are  used.  Employees  may  be  eligible,  as  an  illustration,  for  a 
certain  maximum  sick  leaA'e  allowance,  but  may  take  considerably  less 
than  this  amount.  Holidays,  however,  constitute  something  of  an  excep- 
tion. The  number  of  paid  holidays  observed  in  a  given  period,  such  as 
a  year,  is  more  affected  by  the  calendar  than  by  the  rate  of  utilization 
since  almost  all  of  the  state  emploj^es  are  off  work  on  holidays. 

Vacations.  Beginning  in  1918,  state  employees  with  six  or  more 
months  of  service  have  been  entitled  to  paid  vacations.  With  vacation 
credits  accruing  at  the  rate  of  one  and  one-quarter  days  a  month,  em- 
ployees having  from  one  year  to  25  years  of  service  are  entitled  to  15 
working  days  off  with  pay  annually.  Employees  with  more  than  25  years 
of  service  have  been  permitted,  since  1953,  to  accrue  20  working  days 
off  with  pay  each  year. 

Since  1947,  employees  have  been  allowed  to  accumulate  their  vacation 
credits  to  a  maximum  of  30  working  days  off.  These  30  days  may  be 
carried  over  from  one  calendar  year  to  another  and  represent  a  leave 
allowance  which  is  in  addition  to  the  credits  built  up  during  a  current 
work  year. 

"Exempt"  employees,  those  who  are  not  under  the  civil  service  sys- 
tem, are  entitled  to  the  same  vacation  allowances  as  civil  service  em- 
ployees. 

Nearly  all  the  vacation  time  with  pay  to  which  employees  are  entitled 
is  used.  It  generally  is  taken  either  as  the  vacation  itself  or  as  lump- 
sum payment  for  accrued  vacation  credits  to  employees  who  terminate. 
Only  a  very  few  employees  lose  time  to  which  they  would  have  been 
entitled  if  they  had  not  let  it  accumulate  over  the  limit  of  30  days  at 
the  end  of  a  calendar  year.  Also,  a  small  number  of  employees  terminate 
before  they  have  served  six  months  and  tlius  do  not  receive  the  vaca- 
tion time  for  which  they  would  have  been  credited  if  they  had  worked 
beyond  six  months. 

Based  on  the  number  of  employees  and  their  length  of  service  as  of 
December  31,  1957,  the  average  number  of  vacation  hours  per  employee 
for  the  fiscal  year  of  1957-58  was  estimated  at  108.2.  State  Personnel 
Board  statistics   shoAv  the   following   distribution   of  employment  by 


EMPLOYEE  AND   TEACHER  BENEFIT  PROGRAMS  49 

length  of  service  and  the  number  of  days  of  vacation  to  which  they  were 
entitled : 

Number  of  vacation 
Length  of  Percent  of  total         hours  per  year 

service  employment  per  employee* 

Total 100.0  108 

Under  six  months 9.0  0 

Six  months  but  less  than  one  year 8.0  90 

One  year  to  25  years 79.5  120 

Over  25  years 3.5  160 

*  Data  are  rounded  to  the  nearest  hour. 

The  84,350  employees  on  the  state  payroll  as  of  the  end  of  1957 
received  an  estimated  9,126,670  hours  of  paid  vacation  for  the  fiscal 
year  of  1957-58  or  an  average  of  108.2  hours  per  employee.  State  em- 
ployees are  compensated  for  2,080  hours  each  year  (52  weeks  times  40 
hours).  With  vacations  being  estimated  to  have  accounted  for  108.2 
hours  of  this  time,  vacations  amounted  to  5.2  percent  of  the  total  com- 
pensated time  for  the  year.  The  State  Controller  reported  that  the  total 
payroll  for  the  1957-58  Fiscal  Year  was  $430,051,938  excluding  that  for 
statutory  and  University  of  California  employees.  Thus,  the  cost  to  the 
State  for  employees'  vacations  is  calculated  to  have  been  $22,362,701 
for  that  period. 

Holidays.  The  number  of  paid  holidays  has  remained  substantially 
the  same  since  1932.  State  employees  receive  time  off  with  pay  on  the 
following  days : 

New  Year 's  Day  Admission  Day 

Lincoln's  Birthday  Columbus  Day 

Washington 's  Birthday  Veterans '  Day 

Memorial  Day  Thanksgiving  Day 

Independence  Day  Christmas  Day 
Labor  Day 

Other  holidays  observed  are  those  on  which  an  election  is  held 
throughout  the  State  and  those  that  are  designated  by  the  President 
of  the  United  States  or  the  Governor  of  California.  The  number  of 
holidays  actually  observed  depends,  however,  upon  the  calendar.  When 
a  holiday  falls  on  a  Saturday,  it  is  not  observed,  but  when  it  falls  on  a 
Sunday,  the  following  Monday  is  considered  to  be  the  holiday.  Thus, 
while  11  specific  holidays  and  the  additional  ones  designated  are  sched- 
uled, less  than  that  number  may  be  observed  in  any  one  year  if  one 
or  more  of  the  holidays  occurs  on  a  Saturday. 

Statewide  elections  occur  every  two  calendar  years,  and  in  these 
years  state  employees  are  given  two  days  off  with  full  pay — one  for 
the  primary  election  in  June  and  one  for  the  general  election  in  Novem- 
ber. On  a  fiscal  year  basis,  there  is  one  election  day  each  year.  In  private 
industry,  it  generally  is  not  customary  to  close  on  an  election  day. 
Rather,  employees  may  be  allowed  a  brief  period  of  paid  time  off  for 
voting — such  as  an  hour  or  two — if  time  outside  working  hours  is  not 
sufficient.  This  paid  time  off  for  voting  usually  is  considered  as  a  sepa- 
rate category  of  "compensated  time-off  benefits."  In  the  state  service, 
however,  election  days  in  effect  become  holidays  rather  than  only 
enough  time  off  for  voting  being  provided. 
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In  addition  to  the  specific  annual  holidays  and  the  election  days, 
some  other  paid  time-off  periods  customarily  are  designated  by  the 
Governor  of  California.  One  such  period  is  the  two  hours  off  on  Good 
Friday.  Too,  the  afternoon  of  Christmas  Eve  often  is  observed. 

The  number  of  holidays  observed  in  Fiscal  Year  1957-58  was  lOf 
days  including  four  hours  on  Christmas  Eve  and  two  hours  on  Good 
Friday.  The  average  annual  number  of  holidays  for  the  past  12  years 
amounted  to  the  same,  lOf  days. 

Based  on  the  number  of  employees  as  of  December  31,  1957,  the 
compensated  hours  for  holidaj^s  is  estimated  to  have  amounted  to 
7,254,100  for  the  Fiscal  Year  of  1957-58.  Each  state  employee,  on  an 
average,  thus  would  have  had  86  hours  of  paid  holiday  leave  during 
that  period. 

With  these  86  hours  accounting  for  4.1  percent  of  total  compen- 
sated working  hours  during  the  year,  the  cost  of  holidays  to  the  State 
in  the  1957-58  year  is  estimated  to  have  been  $17,632,129.  Employees 
in  that  period  would  have  received  an  average  of  $209  in  holiday  pay. 

A  relatively  small  group  of  workers  do  not  receive  the  same  number 
of  paid  holidays  as  the  majority  of  state  employees.  In  this  special 
group  are  237  construction  trades  employees  most  of  whom  are  hired 
on  a  casual  basis  and  who  have  no  paid  holidays.  Also  included  are  545 
printing  trades  people  who  are  paid  for  only  eight  holidays  during  the 
year.  In  relation  to  total  employment,  this  number  is  so  small  that  it 
has  only  a  negligible  effect  upon  the  holiday  hours  and  cost  calculation. 

Sick  Leave.  State  employees  Avere  first  provided  paid  sick  leave 
in  1913.  With  credit  for  paid  sick  leave  accuring  at  the  rate  of  one 
day  for  each  month  of  service,  employees  are  permitted  to  use  their 
sick  leave  benefits  after  they  have  had  six  months  of  service.  There  is 
no  limit  on  the  amount  of  sick  leave  that  may  be  accumulated.  Em- 
ployees, however,  are  not  paid  for  any  unused  sick  leave  if  they  termin- 
ate their  employment. 

The  California  Government  Code  states  that  sick  leave  can  be  used 
to  cover  absences  because  of : 

(1)  Illness  or  injury 

(2)  Exposure  to  a  contagious  disease 

(3)  Dental,  eye  and  other  physical  or  medical  examinations 

(4)  Taking  care  of  an  ill  member  of  the  immediate  family  (up  to 
five  days  in  a  calendar  year) 

(5)  Death  of  a  member  of  the  immediate  family   (up  to  five  days 
for  each  instance). 

Although  employees  accure  12  working  days  of  paid  sick  leave  a 
year  and  also  may  carry  over  sick  leave  credits  from  preceding  years, 
the  average  annual  number  of  days  of  sick  leave  actually  taken  is  sub- 
stantially less  than  the  amounts  accumulated.  In  the  fiscal  year  of 
1957-58  employees  on  an  average  were  paid  for  6.7  days  or  53.6  hours 
of  sick  leave.  Based  on  the  state  employment  of  84,350  as  of  December 
31,  1957,  the  total  hours  for  sick  leave  in  Fiscal  Year  1957-58  are  esti- 
mated at  4,521,160.  With  the  number  of  hours  of  sick  leave  averaging 
2.6  percent  of  total  compensated  payroll  hours,  the  estimated  cost  to 
the  State  for  this  benefit  was  $ll,18l',350  in  the  1957-58  Fiscal  Year. 
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Jury  and  Witness  Duty.  Recognizing  the  importance  of  employees 
carrying  out  their  civic  obligations,  the  State  authorizes  approved  time 
away  from  their  work  for  those  employees  called  to  jury  duty.  Such 
State  employees  may  continue  in  regular  pay  status  as  long  as  they 
either  decline  pay  for  the  jury  service  or  give  the  payment  to  the  State. 
Employees  absent  from  work  because  they  are  called  to  serve  as  trial 
witnesses  in  cases  connected  with  their  state  duties  are  continued  in 
pay  status. 

A  sample,  taking  in  three-fourths  of  the  state  payroll  for  the  Fiscal 
Year  of  1957-58,  indicated  that  jury  duty  service  accounted  for  0.021 
percent  of  compensated  pay.  Based  on  this  sample,  the  estimated  hours 
state  employees  spent  in  jury  service  during  that  period  would  have 
been  36,844,  and  the  estimated  cost  to  the  State  .$90,311. 

A  sample  of  three-fourths  of  the  state  payroll  as  of  the  1957-58  Fiscal 
Year  indicated  that  witness  pay  accounted  for  0.00014  percent  of  pay- 
roll. Using  the  sample  results,  the  estimated  hours  state  employees 
would  have  spent  serving  as  witnesses  would  have  amounted  to  only 
246  hours  in  the  1957-58  period.  The  estimated  cost  to  the  State  would 
have  been  only  $602  in  that  same  interval. 

The  combined  cost  for  these  two  forms  of  leave  thus  is  estimated  to 
have  totaled  $90,913  in  the  1957-58  Fiscal  Year. 

Military  Leave.  The  State  recognizes  two  general  categories  of 
military  service  for  purposes  of  leaves  of  absence.  One  of  these,  "tem- 
porary military  leave  of  absence,"  relates  to  a  leave  of  absence  to 
engage  in  ordered  military  duty  which,  by  the  order,  is  not  to  exceed 
180  days  including  travel  time.  National  Guard  duty  and  military  re- 
serve training  come  under  this  form  of  leave.  The  other  form  of  leave 
has  to  do  with  leaves  of  absence  for  employees  entering  or  enlisting  in 
the  recognized  United  States  military  service. 

While  the  kinds  of  service  differ,  the  extent  of  compensated  leave  is 
the  same.  In  each  instance,  an  employee  on  military  leave  and  who  has 
been  in  state  employment  for  at  least  one  year  immediately  prior  to 
the  date  on  which  the  absence  begins  is  entitled  to  receive  his  compensa- 
tion for  the  first  30  days  of  such  absence.  Employees  also  are  permitted 
time  off  to  take  military  physical  examinations. 

A  sample  of  three-fourths  of  the  state  payroll  for  the  1957-58  Fiscal 
Year  showed  that  pay  for  time  off  for  military  service  and  to  take 
physical  examinations  constituted  0.097  percent  of  total  pay.  Based  on 
the  results  of  this  sample,  the  number  of  compensated  hours  for  state 
employees  for  that  period  would  be  estimated  at  170,185  at  an  estimated 
cost  of  $417,150. 

Miscellaneous  Time  Off  With  Pay.  Time  oft'  with  pay  also  is  given 
state  employees  to  take  civil  service  examinations  and  to  attend  meet- 
ings of  the  State  Personnel  Board. 

Personnel  Board  rules,  adopted  in  1958,  for  the  first  time  authorized 
paid  leave  for  training  in  scientific,  technical,  professional,  and  manage- 
ment skills.  Payment  of  salary  is  authorized  for  employees  on  a  full- 
time  education  assignment,  a  short-term  assignment,  or  a  part-time 
assignment. 

At  the  present  time  no  actual  record  of  time  taken  for  these  miscel- 
laneous purposes  is  available.  However,  these  at  the  most  can  only 
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be  comparatively  small  items  which  could  not  affect  significantly  the 
calculation  of  the  total  cost  to  the  State  of  the  various  programs  pro- 
vided for  state  employees. 

Rest  Periods.  In  1951  the  State  Personnel  Board  adopted  the 
standard  practice  of  granting  employees  rest  periods  of  25  minutes  a 
day  with  the  provision  that  no  more  than  15  minutes  of  the  time  could 
be  taken  in  a  four-hour  period.  Time  for  these  rest  periods,  commonly 
referred  to  as  "coffee  breaks,"  cannot  be  accumulated. 

The  calculation  of  employee  hours  and  costs  for  these  rest  periods 
necessarily  must  differ  from  those  of  the  time-off  benefits  discussed 
above.  This  is  because  there  are  no  payroll  records  which  show  how 
much  time  employees  spend  on  ' '  breaks ' '  in  the  course  of  a  year. 

The  cost  could  be  computed  on  a  maximum  utilization  basis — that  is^ 
it  could  be  assumed  that  each  state  employee  took  his  full  rest  period 
each  working  day.  In  this  approach,  the  days  off  for  all  other  forms  of 
compensated  leave  would  be  deducted  from  the  260  working  days  in 
a  year  in  order  to  arrive  at  a  net  number  of  working  days  on  which 
employees  could  take  rest  periods.  For  the  fiscal  year  of  1957-58,  State 
Personnel  Board  records  indicate  that  there  were  227^  net  working- 
days.  If  all  84,350  employees  took  25  minutes  on  these  days,  7,996,380 
hours  would  have  been  spent  on  rest  periods.  The  cost  attached  would 
have  amounted  to  $19,782,389  representing  4.6  percent  of  total  payroll. 

According  to  the  State  Personnel  Board,  however,  this  estimate  of 
maximum  cost  considerably  overstates  the  actual  situation  in  state 
service.  To  provide  a  reasonably  accurate  estimate  of  the  actual  time 
taken  for  rest  periods,  the  board  contacted  representatives  of  the 
larger  state  agencies  to  determine  prevailing  practices.  Representa- 
tives of  the  board  advised  that  information  was  obtained  from  16 
departments,  employing  87  percent  of  state  employees.  Based  on  data 
obtained  from  these  agencies,  an  estimate  was  prepared  which  restricted 
the  cost  of  the  rest  period  to  those  situations  where  a  formal  rest 
period  is  authorized  and  where  the  employee's  normal  work  activities 
are  interrupted  or  he  leaves  his  normal  work  location  during  the 
"break"  period.  Employees  who  do  not  receive  a  formal  rest  period 
were  excluded.  In  addition,  the  board  estimated  that  a  minimum  of 
10  percent  of  state  employees  entitled  to  formal  rest  periods  do  not 
take  them.  Based  on  the  results  of  its  inquiry,  the  board  estimates  that 
63  percent  of  state  employees  are  entitled  to  and  take  formal  "breaks." 

Applying  this  percentage,  the  total  number  of  hours  state  em- 
ployees would  have  spent  on  rest  periods  in  the  1957-58  year  would 
have  amounted  to  5,037,767.  The  cost  to  the  State  for  this  benefit  would 
have  amounted  to  an  estimated  $12,462,905  in  the  same  period,  assum- 
ing that  the  63  percentage  figure  would  be  correspondingly  applicable 
to  the  payroll.  

In  appraising  the  results  of  these  two  approaches  to  estimating  the 
hours  and  cost  of  rest  periods,  it  appears  that  the  maximum  utilization 
method  overstates  the  actual  situation.  The  method  used  by  the  State 
Personnel  Board  undoubtedly  results  in  a  more  reasonable  figure.  It 
should  be  recognized,  however,  that  the  board's  findings  represent 
an  estimate  and  are  not  based  on  actual  payroll  data  over  a  period  of 
time.  In  using  the  rest  period  figures  for  calculating  the  cost  of  state 
emploj'ee  benefits  and  in  comparing  the  state  cost  with  that  in  private 
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industry,  the  data  pertaining  to  this  benefit  must  be  regarded  as  an 
estimate  rather  than  as  an  exact  figure. 

Summary.  The  measurable  compensated  leave  programs  in  the 
1957-58  Fiscal  Year  are  estimated  to  have  cost  the  State  almost  51.7 
million  dollars.  This  cost  amounted  to  12  percent  of  total  pay  for  that 
period.  The  time-off  benefits  considered  in  arriving  at  this  cost  are  the 
vacations,  holidays,  sick  leave,  military  leave,  and  jury  and  witness 
duty.  There  are  in  addition  a  few  miscellaneous  arrangements  which 
provide  for  minor  amounts  of  paid  time  off  but  for  which  no  records  are 
maintained  and  which  currently  are  not  susceptible  to  measurement. 
The  expenditures  connected  with  these  miscellaneous  programs,  how- 
ever, appear  to  be  so  minor  that  their  omission  from  the  calculation 
of  total  costs  would  not  appear  to  distort  the  conclusions. 

An  important  form  of  paid  time  off,  rest  periods,  also  has  been  ex- 
cluded. Eest  periods  differ  somewhat  from  the  other  kinds  of  leave.  They 
constitute  time  off  the  job  at  work ;  while  vacations,  holidays,  sick  leave, 
and  similar  benefits  represent  time  off  away  from  work.  More  important 
perhaps  than  this  conceptual  difference  is  the  difficulty  in  costing  the 
rest  periods.  As  was  indicated  in  the  discussion  above,  estimating  the 
cost  by  assuming  that  all  employees  were  entitled  to  rest  periods  and 
took  the  exact  amount  allotted  undoubtedly  would  result  in  an  over- 
statement. The  estimate  of  the  State  Personnel  Board  that  63  percent 
of  employees  are  entitled  to  or  take  rest  periods  likely  more  nearly 
represents  the  actual  situation.While  the  cost  data  derived  on  this 
basis  are  useful,  the  figures  still  represent  estimates  arrived  at  in  a 
less  comprehensive  manner  than  the  figures  for  the  other  time-off 
benefits.  For  this  reason  it  seems  advisable  to  consider  the  rest  period 
costs  separately. 

The  table  below  summarizes  the  estimated  cost  of  vacations,  holidays, 
sick  leave,  military  leave,  and  jury  and  witness  duty.  A  more  detailed 
cost  analysis  is  presented  in  the  last  part  of  this  section. 

ESTIMATED  COST  OF  TIME-OFF   BENEFITS 

Cost  per 

year  per 

Item  Total  cost  employee 

Vacations    $22,362,701  $265 

Holidays    17,6.32,129  209 

Sick  leave 11,181,350  133 

Military   leave   417,150  5 

Jury  and  witness  duty 90,913  1 

T(.tal  cost ,$51,684,243  $613 

As  the  tabulation  indicates,  the  largest  compensated  leave  expendi- 
ture was  for  vacations.  Vacation  pay  accounted  for  about  43  percent 
of  the  total.  Holiday  pay  made  up  34  percent  of  total  time-off  com- 
pensation and  sick  leave,  almost  22  percent.  Pay  for  military  leave,  on 
the  other  hand,  accounted  for  less  than  1  percent  of  time-off  compen- 
sation and  that  for  jury  and  witness  duty,  an  even  smaller,  less  signifi- 
cant amount. 

The  inclusion  of  rest  period  costs  would  bring  the  total  cost  of  time- 
off  benefits  up  substantially.  If  it  were  assumed  that  all  employees  took 
their  full  rest  period  each  working  day,  the  compensated  leave  figure 
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would  have  amounted  to  $71,466,632  for  the  1957-58  Fiscal  Year.  On 
an  average,  an  employee  would  have  received  $848  a  year  in  compen- 
sated leave,  including  $235  for  rest  periods.  If  only  63  percent  of  state 
employees  take  rest  periods,  as  the  State  Personnel  Board  check  in- 
dicated, the  compensated  leave  expenditures  including  these  "breaks" 
would  have  totaled  an  estimated  $64,147,148  for  the  fiscal  year  of 
1957-58.  In  that  period,  employees  on  an  average  would  have  received 
$761  in  compensated  leave,  including  $148  in  rest  periods.  For  those 
emploj-ees  having  the  rest  periods,  their  average  annual  compensation 
for  leave  would,  of  course,  have  amounted  to  $848  of  which  the 
"breaks"  would  have  accounted  for  $235.  Including  rest  periods,  there- 
fore, the  1957-58  costs  of  compensated  leave  would  have  been  about 
28  percent  greater  where  the  practice  was  assumed  to  be  universal  and 
approximately  19  percent  higher  if  only  63  percent  of  state  employees 
had  the  rest  periods. 

C.     MISCELLANEOUS  BENEFIT  PROGRAMS 

The  two  major  areas  of  employee  benefits  for  state  employees  are 
the  retirement  program  and  the  compensated  time-off  benefits  de- 
scribed in  Parts  A  and  B  of  this  section. 

There  are,  however,  several  other  programs,  either  minor  in  scope 
or  different  in  character,  which  should  nevertheless  be  included  in  a 
complete  description  of  existing  benefit  arrangements.  Significant  as- 
pects of  these  programs  are  discussed  below. 

Suggestion  Plan  Awards  Program.  Commonly  referred  to  as 
"merit  plan"  awards,  these  awards  are  made  monthly  to  employees 
who  made  cost-saving  suggestions.  While  in  a  restricted  sense  such 
awards  represent  a  benefit  to  employees,  it  may  be  argued  that  such 
a  program  is  very  different  in  nature  from  such  employee  benefits  as 
retirement  income  or  compensated  leave.  The  expenditures  on  such 
awards  are  nominal.  During  Fiscal  Year  1957-58,  the  State  awarded 
its  employees  $18,266  for  such  ideas.  Compared  with  the  many  millions 
of  dollars  spent  on  retirement  or  compensated  leave,  this  is  a  very 
minor  item  indeed.  Its  inclusion  or  exclusion  makes  very  little  differ- 
ence in  the  computation  of  the  total  cost  of  employee  benefit  programs. 
However,  since  private  industry  usually  includes  such  expenditures 
in  the  listing  of  total  costs,  it  is  also  included  in  computing  the  cost 
of  total  state  expenditures  on  employee  benefit  programs. 

Educational  Tuition  Refunds.  The  1957  Legislature  authorized 
educational  tuition  refunds  for  state  employees.  The  program  is  now 
being  organized  but  no  actual  payments  have  been  made  as  of  Sep- 
tember 1,  1958.  The  financial  impact  of  this  program  cannot,  therefore, 
be  presently  taken  into  account. 

Health  and  Welfare,  Pension  and  Life  Insurance  Payments.     In  a 

different  class  altogether  are  the  limited  expenditures  incurred  by  the 
State  with  respect  to  health  and  vrelfare,  pension  and  life  insurance 
expenditures.  Of  the  84,350  employees  on  the  state  payroll  in  De- 
cember, 1957,  only  about  800  or  less  than  1  percent  of  total  were  cov- 
ered by  such  programs. 
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Since  October  1,  1957,  the  State  has  been  paying  into  health  and 
welfare,  vacation,  and  pension  fnnds  for  545  printing  trades  employees 
employed  on  a  permanent  basis.  Since  Jannary  1,  1958,  the  State  has 
paid  into  such  funds  also  for  237  construction  trades  employees  hired 
on  a  casual  basis. 

The  cost  to  the  State,  on  an  annual  basis,  for  health  and  welfare 
coverage  for  237  construction  trades  and  545  printing  trades  employees 
was  $128,443. 

The  cost  to  the  State  for  payments  into  the  pension  plan  of  these 
two  categories  of  employees  was  $4,319  on  an  annual  basis.  No  employee 
contributions  are  made  into  these  funds. 

The  only  class  of  employees  for  whom  separate  life  insurance  pre- 
miums are  paid  are  Printing  Plant  Machinists,  of  whom  there  are  eight. 
This  coverage  includes  accidental  death  and  dismemberment  premiums. 
The  cost  to  the  State  for  this  coverage  was  $257  for  the  fiscal  year. 

The  employees  covered  by  these  programs  constitute,  in  a  sense,  a 
separate  category  of  employment.  Not  only  is  this  small  group  of  em- 
ployees unique  in  receiving  health  and  welfare,  special  pensions,  and 
life  insurance  benefits,  but  they  also  are  subject  to  different  rules  gov- 
erning paid  holidays  and  a  number  of  other  employment  conditions. 

For  this  reason  the  $133,019  spent  by  the  State  on  payments  into 
special  benefit  funds  for  these  w^orkers  is  treated  as  a  separate  category. 
This  expenditure  is  not  analyzed  in  terms  of  average  cost  per  payroll 
hour,  or  productive  hour  on  the  basis  of  aggregate  employment  and 
payrolls  because  such  average  costs  would  be  misleading. 

However,  since  these  expenditures  may  be  presumed  to  be  made  in 
place  of  certain  other  benefits  which  these  employees  would  otherwise 
receive,  such,  for  example,  as  state  contributions  to  the  Retirement 
System  instead  of  contributions  to  a  separate  pension  fund,  this  ex- 
penditure is  considered  in  calculating  the  aggregate  cost  of  all  state 
employee  benefits. 

These  calculations  are  shown  in  Part  E  of  this  section,  which  con- 
tains a  summary  and  an  analysis  of  the  total  cost  of  employee  benefit 
programs  to  the  State. 

D.     WORKMEN'S  COMPENSATION 

Another  program  which  needs  to  be  considered  in  calculating  the 
total  cost  of  employee  benefits  to  the  State  is  workmen's  compensation. 

There  is  a  considerable  body  of  opinion  to  the  effect  that  the  work- 
men's compensation  program  is  not  an  employee  benefit  in  the  same 
sense  as  pensions,  paid  vacations,  paid  sick  leave,  or  medical  benefits 
are.  The  reason  advanced  is  that  this  program  really  represents  a  sub- 
stitution of  an  orderly  process  of  providing  compensation  to  injured 
workers  for  the  old  common  law  remedies  which  were  available  to  in- 
jured workers  prior  to  the  promulgation  of  the  workmen's  compensa- 
tion legislation.  Under  the  older  common  law  concept  of  emploj^er  lia- 
bility, the  injured  worker  could  sue  the  employer,  while  the  employer 
relied  upon  certain  legally  accepted  defenses.  Under  the  workmen's 
compensation  law,  an  orderly  legislated  process  for  determining  the 
compensation  to  injured  workers  replaces  both  the  common  law  right 
to  sue  and  the  right  to  off'er  certain  defenses,  as  for  example,  those 
based  on  ' '  contributory  negligence  "  or  "  fellow-servant ' '  doctrines. 
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However,  whether  or  not  workmen's  compensation  should  be  consid- 
ered as  an  employee  benefit  in  the  narrower  sense  of  the  word,  the 
protection  offered  to  employees  entails  a  substantial  expense  and  this 
expense  is  always  included  in  computing  the  total  cost  of  employee 
benefits  in  studies  conducted  by  private  industry.  That  it  is  a  wage- 
connected  expense  and  a  part  of  the  emploj-er's  labor  cost  is  not  a 
debatable  issue. 

A  description  of  the  provisions  of  the  workmen's  compensation  law 
is  omitted  because  it  is  considered  to  lie  beyond  the  scope  of  this  report. 
Unlike  the  retirement  system,  which  has  been  set  up  exclusively  for 
state  and  other  public  employees,  the  provisions  of  the  workmen's  com- 
pensation law  apply  with  equal  force  to  public  and  private  industry 
employees,  so  that  the  program  cannot  be  considered  as  a  "state  em- 
ploj-ee"  benefit  program. 

However,  since  all  state  emploj-ees  are  covered  by  the  compulsory 
workmen's  compensation  iirogram,  the  cost  of  such  coverage  is  included 
in  the  computation  of  the  total  cost  of  benefits  to  the  State. 

The  cost  of  workmen's  compensation  coverage  to  the  State,  for  Fiscal 
Year  1957-58  is  estimated  by  the  Personnel  Board,  on  the  basis  of  data 
furnished  by  the  State  Compensation  Insurance  Fund,  at  $2,027,316. 
In  addition  there  was  an  "adjusting"  expense  of  $225,000,  which  is 
not  included  in  the  computation  of  total  cost  because  it  is  considered 
to  be  in  the  nature  of  an  overhead  cost. 

The  analysis  of  the  cost  of  workmen's  compensation  coverage  is  pre- 
sented, along  with  all  other  categories  of  cost,  in  the  concluding  section 
of  this  report. 

E.     SUMMARY  AND  ANALYSIS  OF  THE  TOTAL  COST  TO  THE 
STATE  OF  EMPLOYEE  BENEFIT  PROGRAMS 

The  nature  and  scope  of  the  different  kinds  of  benefits  the  State 
provides  for  its  employees  are  noted  in  the  preceding  sections  of  this 
chapter  and  cost  estimates  are  furnished  for  each  of  the  arrangements. 
The  total  cost  of  benefits  necessarily  is  an  estimated  value  because  exact, 
accounting  information  for  the  separate  programs  is  not  obtainable. 
The  estimates  were  developed  on  the  basis  of  the  best  possible  data 
available,  however,  and  may  be  regarded  as  appropriate  statistical  rep- 
resentation of  state  expenditures.  Any  cost  analysis  that  might  be  re- 
quired from  an  accounting  standpoint  would,  of  course,  require  more 
precise  data. 

In  summarizing  the  costs  of  the  different  programs,  it  has  been  neces- 
sary to  consider  expenditures  in  two  ways.  In  the  first  instance,  the 
total  cost  has  been  computed  without  considering  rest  period  charges; 
in  the  second,  estimates  of  costs  for  these  "breaks"  have  been  included. 
The  controversial  nature  of  the  rest  periods  has  been  detailed  compre- 
hensively in  Section  B  above. 

In  each  approach,  the  benefit  costs  have  been  expressed  in  several 
ways.  This  was  done  in  order  to  point  up  the  different  facets  of  the 
expenditure  situation.  One  way  in  which  the  expenditures  have  been 
expressed  is  that  of  "annual  cost."  The  estimated  entire  amount  the 
State  spent  on  benefits  during  the  period  studied  not  only  provides  the 
starting  point  for  the  other  cost  calculations,  but  it  also  shows  how 
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much  is  beiuo^  spent  and  what  amounts  have  been  allocated  to  the 
different  programs. 

The  second  way  benefits  have  been  analyzed  is  as  a  "  percent  of  total 
payroll."  This  method  has  some  value  for  comparing-  the  costs  of  state 
benefits  with  expenditures  by  private  industry  or  with  those  made  by 
other  states.  This  is  because  percent  of  pay  figures  often  are  used  in 
nationwide  or  regional  surveys  of  benefit  costs.  The  approach  presents 
some  distortion  of  relationships,  however,  because  the  cost  of  time-off 
benefits  is  included  both  in  the  total  pay  and  in  the  time-off  benefit 
costs.  To  get  around  this  duplication,  a  third  method  of  looking  at  the 
figures  was  used,  that  of  expressing  benefit  costs  as  a  "percent  of  pay 
for  hours  worked. ' ' 

A  fourth  way  in  which  the  benefit  cost  data  are  presented  is  as  a 
"percent  of  total  labor  cost."  As  noted  earlier  in  this  report,  the  com- 
pensation an  employee  receives  is  made  up  of  direct  money  payments 
and  the  various  deferred  and  allocated  earnings.  AVith  employee  bene- 
fits constituting  a  growing  share  of  total  employee  compensation,  the 
proportion  of  the  entire  compensation  item  that  the  benefits  make  up  is 
of  value. 

A  fifth  way  in  which  the  cost  data  are  expressed  is  as  "cents  per 
payroll  hour,"  thus  showing  how  much  a  compensated  hour  costs.  Like 
the  "percent  of  total  pay"  calculation,  however,  time-off  benefit  costs 
are  duplicated  since  they  are  included  in  both  the  figures. 

To  eliminate  this  duplication,  a  sixth  way  of  showing  benefit  costs 
was  devised,  tliat  of  "cents  per  payroll  hour  worked."  This  approach 
has  the  advantage  of  showing  how  much  must  be  spent  on  benefits  for 
each  hour  actualty  worked. 

The  final  expression  of  cost  data  is  that  of  showing  them  as  "dollars 
per  year  per  employee."  This  approach  has  several  uses,  among  them 
being  its  value  in  employee  communications  programs.  It  is  also  helpful 
in  wage  and  salary  analysis. 

Table  lA  following  shows  that  the  State  spent  an  estimated  91  mil- 
lion dollars  on  benefits,  exclusive  of  rest  periods,  for  its  employees  in  the 
Fiscal  Year  of  1957-58.  As  the  details  of  the  table  indicate,  time-off 
benefits  took  up  the  greatest  amount  of  the  expenditures,  almost  57 
percent  of  total.  Retirement  benefits  constituted  the  second  most  impor- 
tant item,  41  percent  of  total  benefit  costs. 

Table  IB  following  shows  the  effect  on  costs  that  the  inclusion  of  ex- 
penditures for  rest  periods  would  have.  Assuming  that  all  state  employ- 
ees took  the  exact  25  minutes  of  rest  periods  each  working  day,  the  total 
benefit  cost  would  rise  to  $111  million  or  almost  18  percent  above  the 
$91  million  figure.  If  only  63  percent  of  state  employees  took  the  pre- 
scribed rest  periods,  the  costs,  as  indicated  in  the  table,  would  be  some- 
what less,  amounting  to  almost  .$104  million,  12  percent  greater  than 
$91  million. 

With  time-oft'  benefits  accounting  for  such  a  significant  share  of  total 
benefit  expenditures,  a  separate  table  has  been  included  to  show  the 
various  cost  calculations  of  the  different  leave  items.  As  indicated  in 
Table  2A  on  page  59,  vacations  and  holidays  constituted  the  major 
forms  of  leave  in  the  1957-58  Fiscal  Year,  accounting  for  43  percent 
and  34  percent  respectively  of  total  leave  costs.  Compensated  sick  leave 
follows,  making  up  22  percent  of  time-oft'  benefit  costs. 
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As  is  demonstrated  in  Table  2B  on  page  59,  rest  periods  would  serve 
to  increase  the  1957-58  costs  of  time-off  benefits  substantially,  just  as  was 
indicated  in  the  case  of  total  benefit  costs.  If  the  cost  of  the  "breaks" 
were  estimated  on  the  basis  of  total  state  employment,  time-off  benefit 
expenditures  would  increase  by  almost  $20  million.  With  the  cost  esti- 
mate based  on  the  assumption  that  only  63  percent  of  state  employees 
take  rest  periods,  the  additional  expenditures  would  amount  to  some 
$12  million.  Including  rest  periods,  therefore,  the  1957-58  expendi- 
tures for  compensated  leave  w^ould  have  been  about  28  percent  greater 
where  the  practice  was  assumed  to  be  universal  and  approximately  19 
percent  higher  if  only  63  percent  of  state  employees  had  the  ^rest 
periods. 


SECTION  IV 

BENEFIT  PROGRAMS  FOR  PUBLIC 
SCHOOL  TEACHERS 

The  purpose  of  this  section  is  to  describe  the  total  framework  of 
employee  benefit  programs  which  are  provided  to  California's  teachers, 
administrators,  and  other  public  school  employees  in  positions  requir- 
ing certification  qualifications.  These  programs  fall  into  the  general 
categories  of  (1)  a  retirement  system,  (2)  compensated  time  off,  and 
(3)  such  miscellaneous  benefits  as  health  and  welfare  protection. 

It  is  relatively  easy  to  describe  the  Teachers'  Retirement  System  be- 
cause the  provisions  for  it  set  definite  limits,  the  practice  is  known, 
and  it  applies  uniformly  to  all.  Thus,  it  is  possible  to  compare  its  bene- 
fits and  the  cost  to  the  State  with  the  retirement  plans  in  private 
industry  and  the  plan  for  the  State  employees. 

Such  is  not  the  case  with  the  various  programs  of  compensated  time- 
off.  It  becomes  extremely  difficult  to  get  an  overall  picture  of  these 
benefits  because  practices  vary  greatly  among  the  1,834  school  districts 
in  the  State.  Such  concepts,  for  example,  as  the  length  of  the  working 
day  are  hard  to  define  because  teachers  may  take  some  of  their  work 
home,  spend  time  sponsoring  a  students'  club,  or  engage  in  other  work- 
related  activities  during  their  off  hours.  Vacation  time  is  even  more 
difficult  to  account  for  since  teachers  often  use  it  to  take  courses  to 
improve  their  teaching  ability.  Often,  such  courses  are  required  by  the 
school  district  as  a  condition  of  advancement.  Much  of  the  summer 
vacation  time  is  used  by  teachers  for  travel,  which  has  the  double  value 
of  providing  rest  for  the  teacher  and  of  expanding  the  scope  of  knowl- 
edge to  be  used  in  teaching. 

It  is  for  these  reasons  that  the  discussion  of  compensated  time-off 
benefits  is  prefaced  by  a  discussion  of  the  nature  of  the  teacher's  job. 
There  is  little  agreement  among  authorities  as  to  just  what  a  teacher's 
job  is.  It  is,  however,  generally  agreed  that  the  job  of  teaching  cannot 
be  compared  readily  with  typical  employment  in  the  State  service  or 
in  private  industry.  An  evaluation  of  teachers'  benefits  must  neces- 
sarily take  into  account  the  foregoing  considerations. 

A.     THE  STATE  TEACHERS'  RETIREMENT  SYSTEM 
Historical  Background 

Although  the  benefits  under  the  California  Teachers'  Retirement 
System  are  substantially  the  same  as  those  provided  for  the  majority 
of  members  of  the  State  Employees'  Retirement  System,  the  teachers' 
program  is  much  more  com))lex  in  its  financing  and  administration. 
This  is  true  primarily  because  the  goal  of  legislation  through  the  years 
has  been  to  provide  a  State  teachers'  retirement  system  which  could 
exist  alongside  local  retirement  systems  and  to  equalize  coverage  and 
benefits  for  members  of  both  systems.  Every  time  the  law  was  changed 
complexities  were  introduced  in  such  matters  as,  for  example,  amounts 
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of  contributions,  management  of  funds,  and  retirement  allowances  for 
periods  of  members'  service  before  and  after  the  particular  legislation 
went  into  effect. 

Today,  teachers'  retirement  benefits  are  based  essentially  on  years  of 
service,  age  at  retirement,  and  "final  compensation."  The  allowance  is 
computed  on  the  basis  of  a  "Ygq  at  age  60"  formula,  which  has  been 
designed  to  provide  an  annual  allowance  at  age  60  with  30  years  of 
service  equal  to  one-half  of  the  teacher's  "final  compensation."  Final 
compensation  is  defined  as  the  average  of  any  three  highest  consecutive 
years  of  service.  This  benefit  formula  has  been  in  effect  only  since 
July  1,  1956. 

Many  changes  have  taken  place  since  the  enactment  of  the  1913  law 
that  first  provided  for  a  statewide  teachers'  retirement  system.  That 
law  required  teachers  to  contribute  one  dollar  a  month  to  the  Teachers' 
Retirement  Salary  Fund  and  the  State  to  put  5  percent  of  the  in- 
heritance tax  collections  into  the  Teachers'  Permanent  Fund,  a  kind  of 
contingency  fund. 

This  original  law  provided  an  annual  benefit  of  $500  to  a  person 
retired  for  service,  and  required  at  least  30  years  of  teaching 
service  for  him  to  receive  the  allowance.  To  receive  disability  retire- 
ment a  person  had  to  be  permanently  disabled  and  haA'e  a  minimum 
of  15  years'  service  in  California,  and  the  amount  that  would  be  paid 
would  be  in  the  same  ratio  to  $500  as  the  member's  years  of  service 
was  to  30  years.  There  were  no  death  benefits  and  no  refund  of  con- 
tributions to  teachers  leaving  the  system  before  qualifying  for  benefits. 

The  1913  retirement  law  did  not  take  into  account  the  rates  of  con- 
tributions of  members  and  their  employers  that  would  be  required  to 
accumulate  the  funds  which  would  be  necessary  to  pay  retirement 
allowances.  At  that  time  no  .statistics  were  available  on  teachers'  rates 
of  death  or  separation  from  the  system.  Various  proposals  from 
1913  to  1935  to  change  and  improve  the  teachers'  retirement  program 
failed  to  be  adopted  on  the  grounds  that  they  were  unsound. 

Several  important  improvements  in  the  Teachers'  Retirement  System 
went  into  effect  July  1,  1935.  Teachers'  contributions  were  increased 
from  $12  to  $24  a  year,  and  teachers  were  required  to  make  up  the  $24 
for  years  of  service  before  June  30,  1935.  The  State's  contribution  of 
5  percent  of  the  inheritance  tax  was  not  changed,  but  for  the  first  time 
school  districts  were  required  to  pay  $12  per  year  for  each  member 
employed  by  the  districts.  The  retirement  allowance  was  increased  to 
$600  a  year  after  30  years  of  ser\4ce,  with  the  same  provision  for 
disability  retirement. 

Those  who  joined  the  Teachers'  Retirement  System  after  July  1, 
1935.  and  who  were  not  members  of  a  local  system,  would  be  required 
to  contribute  -k  percent  of  their  salary  lo  the  state  system.  Of  this  con- 
tribution. $24  yearly  would  be  allocated  to  the  Permanent  Fund,  the 
remainder  going  into  the  newly  created  Annuity  Deposit  Fund.  The 
Annuity  Deposit  Fund  contributions  would  be  accumulated  with  inter- 
est, and  would  provide  an  aimuity  based  on  what  the  member's  contri- 
butions would  buy  at  the  time  of  his  retirement.  The  State  or  employer 
was  not  required  to  contribute  to  that  fund  or  to  provide  any  pensions 
matching  members'  annuities  from  that  fund.  Teachers  who  were  mem- 
bers of  the  system  before  July  1,  1935,  were  given  the  option  of  con- 
tributing to  the  Annuity  Deposit  Fund. 
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July  1,  1944,  marks  the  first  time  members'  contributions  were  set  on 
the  basis  of  sex  and  age  of  entry  into  the  system.  Contributions  were 
limited,  however,  to  the  first  $3,000  of  salary  earned  each  year.  In  addi- 
tion to  paying  into  the  local  fund,  local  system  members  continued 
paying  only  into  the  State  Permanent  Fund,  with  this  contribution 
being  raised  to  $60  a  year. 

The  district  contributions  of  $12  per  member  annually  were  con- 
tinued, but  the  State  no  longer  was  required  to  contribute  5  percent  of 
the  inheritance  tax  collection.  Instead,  the  State  assumed  the  responsi- 
bility of  making  up  the  difference  between  the  cost  of  the  retirement 
benefits  paid  and  the  annuity  value  the  contributions  of  retired  mem- 
bers and  district  would  have  purchased. 

The  retirement  law  has  been  further  amended  several  times  since 
1944,  and  the  provisions  now  in  effect  are  described  in  paragraphs 
below.  Detailed  reference  has  not  been  made  to  the  system's  four  funds 
which  have  been  in  use  at  one  time  or  another  and  whose  separate  opera- 
tion has  been  required  to  meet  the  requirements  of  the  statutes  for 
local  systems. . 

2.  Basic  Provisions  of  the  State  Teachers'  Retiremer)t  System 

Membership.  With  few  exceptions,  membership  in  the  system  is 
required  of  all  teachers  employed  in  the  public  schools  of  the  State. 
Membership  also  includes  certificated  librarians  and  teachers  in  the  Cali- 
fornia State  institutions,  teachers  in  state  colleges,  the  State  Superin- 
tendent of  Public  Instruction,  deputy  superintendents  of  public  instruc- 
tion, county  superintendents  and  their  deputies. 

There  are  approximately  190,000  members  of  the  State  Teachers'  Re- 
tirement System.  Of  these,  some  20,000  are  members  of  the  local  retire- 
ment system  of  the  City  of  Los  Angeles  and  about  3,000  of  the  City  and 
County  of  San  Francisco  system. 

The  State  Teachers'  Retiremoit  System  deals  with  members  of  local 
systems  because  they  participate  in  the  State  Permanent  Fund  and 
because  the  State  makes  subventions  to  school  districts  in  lieu  of  public 
contributions  that  would  have  been  made  if  the  local  fund  members 
were  not  members  of  their  local  system.  Also,  upon  retirement  local 
fund  members  may  elect  to  withdraw  from  the  local  system  and  pay  the 
contributions  to  the  state  sj'stem  Avhich  they  would  have  paid  if  they 
had  not  been  local  fund  members. 

For  many  years  a  member  was  required  in  the  public  interest  to  have 
taught  30  years  to  receive  retirement  benefits.  The  minimum  required 
service  in  the  State  has  been  gradually  reduced  so  that  it  is  now  five 
years. 

Contributions.  Contributions  into  the  system  come  from  three 
sources:  the  State,  employers  (school  districts  and  other  employing 
agencies),  and  members.  These  are  described  separately. 

The  State  pays  annually  into  the  Permanent  and  Retirement  An- 
nuity Funds  amounts  equal  to  tlie  portion  of  the  benefits  paid  from 
the  funds  which  are  not  provided  for  hy  the  accumulated  contributions 
of  the  members  and  employing  agencies. 

This  procedure  has  been  in  effect  since  July  1,'  1944.  The  State  also 
must  pay  yearly  to  local  retirement  systems  amounts  equal  to  the  differ- 
ence between  the  benefits  paid  to  persons  from  a  local  retirement  system 
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and  tlie  benefits  they  would  have  received  liad  they  not  been  members 
of  the  local  system  and  were  participating'  only  in  the  state  system. 
However,  the  amounts  paid  by  the  State  are  reduced  by  one-half  the 
benefit  payable  for  service  after  1944.  The  State's  contributions  are  in 
the  form  of  subventions  to  reimburse  the  local  funds  for  expenditures 
to  support  their  local  retirement  systems. 

Employers  must  paj^  $12  a  year  into  the  Permanent  Fund  for  each 
member  of  the  State  Teachers'  Retirement  System.  They  must  also 
contribute  3  percent  of  payroll  of  those  covered  by  the  retirement  sys- 
tem to  the  Teachers'  Annuity  Fund. 

Since  1944,  members'  contributions  have  been  a  percentage  of  their 
total  salary.  The  contribution  rate  varies  with  sex  and  with  age  upon 
entering  the  system,  and  is  currently  calculated  to  provide  one-half  the 
cost  of  the  annuity  for  service  after  July  1,  1956. 

The  current  contribution  rates  for  sample  ages  are  as  follows : 

Men  Women 

Age  percent  percent 

20 9-53  9.71 

25 9.53  9.94 

30 9.57  10.81 

05 9.70  10.77 

40 9.94  11.26 

45 10.33  11.78 

50 10.87  12.33 

55 11.54  12.93 

59  and  over 12.13  13.52 

Members'  contributions  go  to  the  Retirement  Annuity  Fund,  less  $60 
a  year  which  is  earmarked  for  the  Permanent  Fund.  The  retiring  mem- 
ber must  have  paid  $60  yearly  for  all  credited  service  after  July  1, 
1944 ;  $12  per  year  for  service  before  1935 ;  and  $24  per  year  for  service 
between  1935  and  1944.  The  requirements  just  listed  for  contributions 
to  the  Permanent  Fund  apply  also  to  local  fund  members,  but  they 
contribute  nothing  to  the  Retirement  Annuity  Fund  since  they  con- 
tribute to  their  local  system. 

Members  may  elect  at  any  time  to  make  additional  contributions  to 
another  fund  of  the  Retirement  System,  the  Annuity  Deposit  Fund. 
Neither  State  nor  employer  contributes  to  this  fund.  The  retirement 
allowance  is  computed  in  accordance  with  interest  and  mortality  tables 
the  system  is  using  at  the  time  the  member  retires.  The  table  below 
shows  for  selected  ages  the  amount  of  monthly  annuities  which  would 
be  provided  by  additional  contributions  paid  to  the  Retirement  System 
on  a  monthly  basis.  The  amounts  are  based  on  current  rates  of  interest 
and  mortality. 

For  example,  a  man  who  makes  an  additional  contribution  of  $10 
monthly  starting  at  age  30  and  who  retires  at  60  will  receive  an  addi- 
tional monthly  annuity  of  $30.50. 

Males  Age  at  retirement 

entry  age                                                   55  60                     65  70 

30 $20.57  $30.50             $42.25  $67.53 

40 10.80  17.75               28.14  4.3.99 

50 3.16  7.78               14.77  25.59 

Service  Credit.  Service  credit  is  time  spent  in  an  occupation  for 
compensation  that  is  included  in  the  requirements  for  membership  in 
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the  retirement  system,  and  it  is  used  as  a  basis  for  computing  service 
credit.  Service  credit  is  one  of  the  factors  used  in  determining  the 
retirement  allowance.  Since  members  of  the  retirement  system  serve 
differing  lengths  of  time,  depending  on  the  length  of  the  school  dis- 
trict's school  term,  or  whether  the  employee  works  for  a  school  year, 
the  actual  amount  of  time  a  member  must  work  to  receive  service 
credit  varies.  However,  generalizing,  those  who  work  at  least  10  months 
of  the  calendar  j^ear,  receive  one  year  of  service  credit. 

A  teacher  who  earns  service  credit  under  a  local  retirement  system 
may  apply  for  and  receive  full  credit  for  such  service  under  the  State 
Retirement  Annuity  Fund  if  he  resigns  from  the  local  system  and  pays 
into  the  State  Retirement  Annuity  Fund  the  amounts  representing 
those  years  of  service. 

Conditions  of  Retirement.  Retirement  is  for  two  reasons,  service 
and  disability.  However,  service  retirement  makes  up  the  majority  of 
the  retirements. 

A  member  may  retire  if  he  has  reached  the  minimum  age  of  55  and 
has  credit  for  at  least  five  years'  service  in  California.  Or,  lacking  the 
service  credit,  he  still  may  retire  if  he  is  retiring  under  a  system  main- 
tained by  the  University  of  California  or  if  he  is  retiring  concurrently 
under  the  State  Employees'  Retirement  System  as  a  State  employee  or 
as  an  employee  of  a  school  district.  There  is  no  compulsory  maximum 
retirement  age;  however,  an  employee  loses  permanent  status  (tenure) 
at  age  65. 

Any  member  who  meets  the  service  requirements  for  service  retire- 
ment may  retire  at  any  age  if  he  becomes  mentally  or  physically  in- 
capacitated for  further  service.  Or,  a  member  with  less  than  the  mini- 
nuim  of  five  years  required  for  service  retirement  may  be  retired  for 
disability  if  he  is  retired  concurrently  under  the  State  Employees'  Re- 
tirement System  or  the  University  of  California's  system. 

Retirement  on  the  basis  of  disability  cannot  be  made  unless  the  dis- 
ability or  incapacity  is  permanent  or  of  extended  and  uncertain  dura- 
tion. 

Retirement  Benefits.  The  discussion  of  this  section  takes  into  ac- 
count the  members  of  the  State  Teachers'  Retirement  System  and 
those  who  are  also  members  of  the  local  teachers'  retirement  plans. 
Also,  the  various  funds  of  the  System  must  be  mentioned  because 
differing  allowances  are  paid  from  them  and  because  members  of  local 
systems  do  not  participate  in  the  state  system  on  the  same  basis  as 
members  of  the  state  system.  These  benefits  are  described  separately: 
(1)  service  retirement  allowances,  (2)  survivors'  benefits  under  op- 
tional settlements,    (3)   disability  allowances,  and   (4)   death  benefits. 

As  previously  noted,  the  notion  of  how  much  a  teacher  should  receive 
in  the  way  of  retirement  allowances  has  changed  in  the  years  since  the 
system  was  set  up.  Generally,  benefits  paid  to  retiring  teachers  have 
evolved  from  benefits  based  on  a  fixed  amount  per  year ;  to  allowances 
based  on  the  amount  that  contributions  plus  interest  would  provide ; 
and,  finally,  they  have  become  a  fixed  benefit  based  on  the  salary',  serv- 
ice, and  age  at  retirement.  Prior  to  the  amendment  in  the  retirement 
law  on  July  1,  1944,  the  allowance  of  $600  a  year  was  an  inadequate 
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benefit.  Increases  were  made  subsequently  in  the  retirement  allowances 
the  combined  funds  would  yield,  but  it  has  been  only  in  recent  years 
that  the  teachers'  retirement  benefits  have  been  approximately  com- 
parable to  those  of  the  State  Employees'  Retirement  System.  On  July 
1,  1950,  the  normal  retirement  age  was  reduced  from  63  to  60 ;  and  on 
July  1,  1952,  the  salary  limit  on  which  contributions  and  benefits  were 
based  was  removed.  On  July  1,  1956,  a  guarantee  of  "1/60  at  age  60" 
for  the  state  members  was  established. 

The  normal  service  retirement  benefit  for  a  person  retiring  under 
the  State  Teachers'  Retirement  System  is  now  the  same  as  that  under 
the  State  Employees'  Retirement  System.  At  age  60,  it  is  1/60  of 
"final  compensation"  (average  of  highest  pay  during  any  three  con- 
secutive years)  times  the  years  of  credited  service.  This  allowance  is 
reduced  (in  accordance  with  actuarial  concepts  of  mortality  and  in- 
terest rates)  if  retirement  precedes  age  60,  and  the  allowance  is  in- 
creased when  retirement  is  after  60.  The  factor,  based  on  sex  and  age 
at  retirement,  reaches  its  maximum  at  age  65. 

Under  "normal  retirement,"  a  male  teacher  retiring  at  age  60  with 
30  years'  service,  who  previouslv  earned  $4,000  a  vear,  would  receive 
a  retirement  allowance  of  $2,000':  30  x  1.666%  x  $4,000  =  $2,000.  This 
achieves  the  goal  of  one-half  salary  upon  retirement  at  age  60  after  30 
years'  service.  If  the  teacher  retired  five  years  earlier,  at  age  55,  this 
would  reduce  his  benefit  payments  considerably  since  it  would  mean : 

(1)  five  fewer  years  in  Avhich  he  would  be  making  contributions  and 

(2)  five  more  years  in  which  he  would  be  receiving  payments  from  the 
system. 

There  is  a  minimum  guaranteed  amount  of  $70  annually  for  each 
year  of  credited  service,  not  exceeding  40  years.  This  minimum  guaran- 
tee is  reduced  if  the  person  is  retired  at  less  than  age  60. 

While  in  actuality  the  guaranteed  payments  to  retiring  members  of 
the  state  system  represent  an  aggregate  of  calculated  benefits  based  on 
the  contributions  of  the  three  sources  into  two  funds,  the  fact  of  the 
existence  of  the  two  funds  is  of  more  relevance  in  considering  benefits 
of  members  of  local  systems. 

This  has  been  a  discus.sion  of  the  "basic"  plan  by  which  retiring 
teachers  receive  a  guaranteed  retirement  allowance  based  on  contribu- 
tions by  themselves,  employing  districts  (or  institutions),  and  the  State. 

Those  who  are  not  members  of  a  local  system  have  $60  per  year  of 
their  total  percentage  contributions  allocated  to  the  Teachers'  Perman- 
ent Fund,  and  the  rest  of  the  mone}"  is  credited  to  the  Teachers'  An- 
nuity Fund.  Local  fund  members  also  contribute  $60  to  the  Permanent 
Fund  and  contribute  to  their  local  fund. 

Local  system  members  receive  a  benefit  from  the  Permanent  Fund 
of  $50  a  month  at  age  60  with  30  or  more  years'  service;  this  benefit 
is  reduced  proportionately  if  the  member  has  non-local  service  credit. 
Local  system  members  receive  benefits  under  the  State's  "  %, 
60"  formula  for  any  service  not  credited  under  the  local  system. 

Local  fund  members  are  guaranteed  an  aggregate  benefit  from  both 
state  and  local  systems  equal  to  the  benefits  which  would  have  been  pay- 
able from  the  State  alone  had  they  not  been  members  of  the  local  fund. 
(This  is  less  one-half  of  the  current  service  annuity  under  the  state 
system  and  for  which  no  contributions  were  paid.) 
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There  has  been  in  existence  a  Teachers'  Annuity  Deposit  Fund  since 
July  1,  1935,  which  was  used  to  provide  annuities  based  on  members' 
contributions  only,  plus  interest.  When  the  law  was  amended  in  1955, 
members  were  given  the  choice  of  withdrawing  their  money  or  leaving 
it  in  and  continuing  to  get  an  annuity  based  on  the  money  value  of 
their  contributions.  New  members  could  elect  to  use  it  for  the  latter 
purpose.  Its  primary  use  is  as  a  fund  for  additional  contributions. 

Upon  retiring,  a  member  may  choose  to  receive  a  smaller  retirement 
allowance  throughout  his  lifetime  so  that  after  he  dies  he  can  provide 
a  beneficiary  with  further  payments.  The  options  may  not  be  changed 
after  the  member  receives  his  first  retirement  payment,  and  the  bene- 
ficiary may  not  be  changed  except  under  the  first  option. 

The  three  alternative  options  for  service  retirement  are  summarized 
below. 

The  first  option  provides  that  payments  of  the  reduced  monthly  bene- 
fit will  stop  when  the  retired  person  dies  and  the  beneficiary  receives 
in  a  lump  sum  the  amount  of  the  member's  accumulated  contributions 
at  retirement  (exclusive  of  Permanent  Fund  contributions  based  on 
service  rendered  prior  to  July  1,  1944)  less  the  annuity  payments  pro- 
vided by  the  accumulated  contributions. 

A  second  option  provides  that  the  member  will  receive  a  reduced 
allowance  during  his  lifetime  and,  when  he  dies,  this  reduced  allow- 
ance will  be  paid  throughout  the  remaining  lifetime  of  the  beneficiary. 
The  amount  of  the  reduction  in  the  unmodified  allowance  depends 
upon  the  sex  and  age  of  the  member  at  retirement  as  well  as  the  sex 
and  age  of  the  beneficiary.  For  example,  a  woman  teacher  retiring  at 
age  60  with  an  unmodified  allowance  of  $300  a  month,  could,  instead, 
choose  to  take  a  reduced  allowance  so  that  her  survivor  could  receive 
payments  upon  her  death.  Assuming  she  names  a  male  beneficiary,  aged 
65,  her  allowance  would  be  reduced  to  91.0  percent  of  $300,  or  $273 
a  month.  That  benefit  would  continue  to  her  or  her  beneficiary  as  long 
as  either  lived. 

A  third  option  is  similar  to  the  second  option  except  that  the  pay- 
ments to  the  beneficiary  are  one-half  the  amount  received  by  the  re- 
tired teacher.  The  reduction  in  the  retiring  member's  allowance  is  not 
so  great.  The  retiring  teacher  in  the  example  given  in  Option  Number 
2  would  receive  95.2  percent  of  $300,  or  $285.60.  The  amount  the  bene- 
ficiarv  would  receive  after  the  death  of  the  retired  teacher  would  be 
50  percent  of  $285.60,  or  $142.80. 

For  a  male  member  retiring  at  age  60,  the  following  percentages 
apply  to  the  retirement  allowance  for  the  age  differentials  of  a  female 
beneficiary : 

Percent  Percent 

20  years  younger_^  73.4         same  age S7.5 

15  years  younger. _  76.5  5  years  older 91.1 

10  years  younger 80.0  10  years  olcler__  94.2 

5  years  younger 83.7         15  years  older 96.5 

For  disability  retirement  the  benefit  payments  are  approximately  the 
same  as  for  those  retiring  under  the  State  Employees'  Retirement  Sys- 
tem. Also,  the  benefits  are  the  same  whether  the  disability  retirement 
is  occupational  or  nonoccupational,  as  is  also  true  under  the  State  Em- 
ployees' Retirement  System. 
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The  disability  retirement  allowance  for  each  year  of  credited  service 
is  equal  to  90  percent  of  ^o  of  the  highest  compensation  earnable  dur- 
ing any  three  consecutive  years  of  membership.  The  minimum  guaran- 
teed benefit  for  each  year  of  credited  service  up  to  40  is  $63  per  year. 
Observe  that  the  $63  minimum  is  90  percent  of  the  guaranteed  min- 
imum of  $70  per  year  of  credited  service  under  a  service  retirement. 

The  System's  death  benefits  provide  that  when  a  member  dies  after 
retirement,  his  beneficiary  receives  $400  from  the  State.  Unless  the 
member  has  arranged  for  an  optional  settlement  plan  for  a  beneficiary, 
all  monthly  allowances  stop. 

Death  benefits  are  the  same  for  both  occupational  and  nonoccupa- 
tional death  before  retirement  and  are  the  same  as  that  provided  by 
the  State  for  its  miscellaneous  members.  Benefits  are  paid  in  the  fol- 
lowing waj's : 

(a)  If  the  member  was  not  qualified  for  retirement,  his  contributions 
are  refunded  plus  interest.  A  fraction  of  ^2  of  the  member's 
salary  earnable  in  the  year  immediately  preceding  his  death  is 
paid  for  each  year  of  credited  service  as  a  member,  to  a  max- 
imum of  six  years.  (There  are  minor  exceptions  on  the  Teachers' 
Permanent  Fund  Contributions.) 

(b)  If  the  member  was  qualified  to  retire,  his  surviving  Avife,  or  de- 
pendent husband,  or  children  under  18  may  elect  to  receive 
one-half  of  the  member's  unmodified  retirement  allowance  in 
lieu  of  the  lump-sum  payment  provided  in  the  first  alternative. 

(c)  If  the  member  was  qualified  to  retire,  but  leaves  no  qualified 
survivors,  his  beneficiary  receives  the  amounts  specified  in  the 
first  alternative. 

(d)  With  the  consent  of  the  spouse,  and,  instead  of  the  first  or  sec- 
ond alternatives  above,  a  member  qualified  to  retire  may  make  an 
irreA'ocable  election  of  one  of  the  optional  settlements  and  thus 
provide  an  allowance  to  a  beneficiary  if  he  dies  before  he  retires. 

Refund  of  Contributions  Upon  Separation.  Upon  leaving  teaching 
service  in  California,  other  than  for  reasons  of  death  or  retirement,  a 
member  may  choose  to  withdraw  all  of  his  contributions  made  after 
July  1,  1935,  with  interest  paid  on  contributions  to  the  Retirement  An- 
nuity and  Annuity  Deposit  Funds.  The  System  may  choose  to  refund 
the  money  if  the  member  has  less  than  five  years'  service  in  California 
immediately  preceding  separation. 

3.  Scope  of  the  Program 

Membership.  Membership  in  the  State  Teachers'  Retirement  Sys- 
tem is  not  the  same  as  the  total  number  of  schoolteachers  or  even  of  all 
certificated  employees.  The  total  membership  in  the  system,  as  of  June, 
1958,  was  approximately  190,000,  which  includes  the  approximately 
137,000  certificated  employees  of  the  school  districts.  About  19,000 
were  retired  teachers  and  others  now  receiving  their  retirement  allow- 
ance, and  about  34,000  were  individuals  who  have  left  emjiloyment  in 
the  public  schools  but  who  have  retained  membership  in  the  retire- 
ment system. 

To  a  limited  extent,  teachers  who  are  members  of  local  retirement 
systems  participate  also  in  the  state  system.  As  of  June,  1957,  there 
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were  20,108  members  in  the  Los  Angeles  local  system  and  about  3,000 
in  the  San  Francisco  system. 

With  the  shortage  of  teachers  in  California  predicted  to  last  for 
years  to  come,  the  hiring  of  new  teachers  shonld  increase  the  rate  of 
membership  and  greatly  expand  the  total. 

The  gradual  growth  in  membership  in  the  system  is  illustrated  by 
the  table  below. 

Total  Increase  in 

Year                                                                                 memhership  membership 

10.3.5 29,310  * 

1940 44,310  15,000 

1945 59,309  *  14,999 

1950 85,250  25,941 

1951 114,378  29,128 

1952 128,503  14,125 

1953 137,544  9,041 

1954 150,948  13,404 

1955 164..3.52  13,404 

1956 178,000  13,648 

1957 190,000  21,000 

*  Approximate  figures. 

The  above  figures  for  years  1935  through  1950  do  not  include  inactive 
accounts.  At  present,  there  are  approximately  34,000  such  accounts. 
They  represent  individuals  who  are  no  longer  employees  of  the  schools 
but  who  left  their  money  in  the  retirement  system. 

Retired  Members.  The  total  number  of  retired  members  as  of  Au- 
gust 31,  1958,  was  18,909.  These  are  the  former  school  teachers  and 
others  who  are  now  in  retired  status  and  receiving  their  retirement 
allowance. 

Between  July  1,  1957,  and  July  1,  1958,  there  were  1,957  members 
retired.  The  bulk,  1,852,  were  service  retirements.  Only  105  retired 
because  of  disability. 

The  number  of  teachers  who  retire  each  year  is  constantly  increasing. 
Moreover,  greater  numbers  of  relatively  young  members  are  compris- 
ing a  larger  part  of  the  total  group.  This  means  that  the  rate  of  retire- 
ment will  sharply  increase  in  approximately  30  years  when  these 
members  are  ready  to  retire. 

Death  of  Members.  During  the  year  July  1,  1957,  and  July  1,  1958, 
the  system  lost  924  members  because  of  deaths.  As  under  the  State 
Employees'  Retirement  System,  benefits  for  death  before  retirement 
are  the  same  whether  the  death  resulted  from  occupational  or  non- 
occupational causes.  Of  the  total  number,  260  deaths  occurred  before 
retirement  and  664  after  retirement. 

Separations  From  System.  For  the  Fiscal  Year  1958,  the  number 
of  separations  from  the  system  for  reasons  other  than  retirement  or 
death  was  8,529.  This  represents  4.2  percent  of  the  total  membership. 
They  are  the  individuals  who  left  school  employment  and  withdrew 
their  money  from  the  retirement  system. 

Income  and  Expenditures  of  the  System.  During  Fiscal  Year  1957, 
the  last  for  which  data  is  available,  the  retirement  system  received 
$111,032,347  in  revenues.  More  than  half  of  this,  $57,096,641,  came 


70  COMMITTEE  ON  GOVERNMENTAL  ADMINISTRATION 

from  member  contributions.  Considerably  less  than  half — $44,143,640 — 
came  from  the  school  districts  and  the  State.  The  school  districts  con- 
tributed $18,562,612,  and  $25,581,028  was  received  from  the  State. 
There  was  an  additional  $9,441,577  in  income  from  investments  and 
$350,489  in  miscellaneous  revenues. 

During  the  same  fiscal  year  the  system  disbursed  a  total  of  nearly 
$51  million  of  which  over  $42  million  represented  benefit  payments, 
nearly  $4.4  million  refunds  of  contributions  to  individuals  who  termi- 
nated their  membership  in  the  system,  and  about  $4.2  million  payments 
to  local  retirement  systems. 

Of  the  over  $42  million  disbursed  in  benefits,  service  retirement 
benefits  accounted  for  about  $37.5  million,  disability  retirement  benefits 
for  some  $3.5  million,  and  death  benefits  for  about  $1.3  million. 

Refunds  to  Terminating^  Members.  The  turnover  in  membership  is 
substantial  and  rising  with  the  growth  of  the  system.  The  table  below 
shows  the  number  of  refunds  made  due  to  terminations  during  each  of 
the  last  five  fiscal  years. 

Percent  of  refund 

Niiniher  terminations  to 

Fiscal  year                                                       of  refunds  total  membership 

1953-54 4J27  ^.I'A 

1954-55 4.823  2.93 

1955-56 .5.300  2.98 

1956-57 6,291  3.31 

1957-58 8,529  4.20 

Total  Assets  of  the  System.  As  of  June,  1957,  the  latest  period  for 
which  financial  data  is  available,  the  book  value  of  all  assets  of  the 
system  was  $355,342,004. 

4.  Actuarial  Character  and  Cost  of  the  Teachers'  Retirement  Program 

It  has  already  been  noted  that  the  State  Teachers'  Retirement  System 
does  not  operate  on  a  fully  funded  actuarial  basis. 

The  rates  of  contribution  required  of  teachers  are  determined  on  the 
same  basis  as  are  those  required  of  state  employees,  i.e.,  on  the  basis 
that  the  teachers  will  on  the  average  pay  one-half  the  cost  of  the  normal 
retirement  benefit.  That  portion  of  the  benefit  being  paid  for  by  the 
teachers  can  therefore  be  said  to  be  on  an  actuarial  basis.  The  retire- 
ment fund  is  substantial  and  is  increasing  because  the  members  are 
building  a  fund  currently  to  provide  part  of  the  cost  of  a  benefit  pay- 
able in  the  future. 

The  State  and  the  local  school  districts  also  contribute  to  the  retire- 
ment fund.  The  local  employer  contributes  $12  per  year  per  teacher 
plus  3  percent  of  the  teachers'  salaries.  These  contributions  are  used 
each  year  to  pay  part  of  the  benefits  due  during  that  year.  A  portion 
of  the  benefits  is  provided  by  the  retired  members'  contributions.  The 
State  contributes  to  the  fund  the  balance  needed  to  meet  the  benefit 
payments  of  the  year.  The  employer  contributions  to  the  retirement 
fund  are  thus  on  a  "  paj'-as-you-go "  basis. 

Under  this  method  of  funding,  the  employer  contributes  each  year 
only  the  amount  required  to  pay  benefits,  and  no  employer  reserves 
are  accumulated  to  provide  for  future  benefits.  The  employer  contribu- 
tions required  each  year  will  increase  as  the  number  of  retired  persons 
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grows  and  will  reach  a  level  amount  when  the  deaths  among  retired 
person  balances  the  new  requirements.  The  Teachers'  Retirement  Sys- 
tem has  not  yet  reached  that  point  and  it  can  be  expected  that  contri- 
butions required  of  the  State  will  continue  to  increase  for  some  time. 
Because  of  the  differences  in  the  method  of  fundino;  the  State  Em- 
ployees and  the  Teachers'  Retirement  Systems,  any  direct  comparison 
of  the  cost  would  be  misleading.  Since  the  Teachers'  Retirement  System 
is  only  partially  funded,  and  the  employer  contributions  to  the  retire- 
ment fund  are  essentially  on  a  "pay-as-you-go"  basis  and  can  be 
expected  to  continue  to  rise  for  some  time,  current  contributions  by 
employers  actually  understate  the  true  employer  cost  of  the  program. 
Under  the  circumstances,  the  total  current  contributions  by  the  State 
and  the  school  districts,  which  are  used  here  as  a  measure  of  the  em- 
])loyer  cost,  can  be  accepted  only  as  such  a  measure  subject  to  the 
limitations  inherent  in  the  method  of  funding  the  system.  As  has  been 
pointed  out,  the  total  contributions  by  the  employer,  that  is  the  school 
districts  and  the  State,  during  Fiscal  Year  1957  amounted  to  more  than 
44  million  dollars.  This,  however,  covers  the  entire  137,000  active,  cer- 
tificated members  of  the  system.  The  per  capita  contributions  approxi- 
mated $322,  and  for  the  101,000  full-time  teachers  amounted  to  some 
32.5  million  dollars. 

B.     COMPENSATED  TIME  OFF  FOR  TEACHERS 

In  addition  to  the  retirement  benefits  just  described,  the  programs  of 
compensated  time-off  comprise  a  major  category  of  employee  benefits 
for  teachers.  However,  it  is  not  possible  to  clevelop  an  estimate  of  the 
cost  of  these  benefits  which  could  be  used  as  a  basis  of  comparison  with 
the  costs  in  private  industry  and  the  State. 

The  difficulty  arises  from  the  fact  that  teachers  are  actually  employees 
of  school  districts — of  which  there  are  1,834  in  California.  While  the 
school  districts  must  meet  the  minimum  standards  set  by  the  state 
statutes  with  respect  to  various  types  of  paid  leave  and  holidays,  many 
districts  go  beyond  the  minimum  requirements.  Statewide  statistics 
covering  the  operations  of  these  school  districts  are  not  available,  and 
it  has  not  been  possible  within  the  scope  of  this  study  to  survey  the 
varying  patterns  of  time-off  benefits  that  are  actually  in  effect  in  the 
school  districts.  Therefore,  the  information  presented  here  is  necessarily 
general  in  nature.  It  is  based  on  several  authoritative  studies  and  a 
number  of  interviews  with  officials  of  school  districts. 

However,  even  if  adequate  information  on  prevailing  practices  in  the 
school  districts  w^ere  available  it  would  still  be  most  difficult  to  develop 
comparative  cost  statistics  on  employee  benefits  of  teachers  because  the 
job  of  teaching  it  quite  different  from  employment  in  government  or 
in  industry.  The  nature  of  teaching  and  particularly  the  patterns  of 
time  utilization  in  teaching  make  a  comparison  of  such  benefits  as  paid 
holidays,  vacations,  and  other  forms  of  compensated  leave  with  similar 
benefits  for  private  industry  or  state  employees  not  feasible.  For  these 
reasons,  the  following  brief  discussion  of  the  teacher's  job  and  employ- 
ment characteristics  precedes  the  description  of  compensated  leave  bene- 
fit programs. 
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7.   The  Teacher's  Job 

Althoiig'li  tlie  State  sets  the  minimum  length  of  the  school  day  for 
students,  it  does  not  fix  the  teacher's  work  day.  According  to  Section 
13201  of  the  Education  Code,  "The  governing  board  of  each  school 
district  shall  fix  and  prescribe  the  duties  to  be  performed  by  all  per- 
sons in  public  school  service  in  the  school  district." 

As  part  of  the  power  to  prescribe  the  duties  to  be  performed,  the 
school  boards  can  fix  the  number  of  hours  and  the  times  when  a  teacher 
is  required  to  be  on  duty,  but  the  exercise  of  such  power  must  be  rea- 
sonable. In  the  often-referred  to  case  of  McGraih  v.  Burkhard  (1955,  131 
Cal.  App.  2d  367;  26  Ops.  Cal.  Atty.  Gen.  27).  The  court's  opinion  was 
that  "a  teacher  expects  to  and  does  perform  a  service.  A  teacher's 
duties  and  obligations  to  students  and  the  community  are  not  satisfied 
by  closing  the  classroom  door  at  the  conclusion  of  a  class."  This  opinion 
has  sometimes  been  interpreted  to  mean  that  a  teacher  is  subject  to 
being  "on  call"  at  all  hours.  In  actual  practice,  the  individual  school 
boards  make  rules  as  to  when  teachers  shall  arrive  at  school  in  the 
morning  and  what  time  they  may  go  home. 

A  joint  survey  conducted  by  the  California  State  Department  of 
Education  and  the  California  Teachers'  Association  contains  some 
valuable  information  on  the  length  of  the  teacher's  work  day.  The  in- 
formation, obtained  as  of  April,  1950,  is  still  the  most  current  and 
extensive  available.  The  survey  included  26,454  full-time  teachers  em- 
ployed in  the  public  elementary  schools  of  California,  and  all  of  the 
58  counties  in  the  State  were  represented.  According  to  the  results  of 
this  survey,  California  teachers  actually  work  on  the  average  more  than 
40  hours  a  week. 

A  majority  of  the  teachers  in  the  elementary  schools  worked  at  their 
A^arious  tasks  of  teaching  and  preparing  for  classes  40  hours  or  more 
a  week,  the  median  being  42  hours  and  21  minutes.  Approximately  one- 
fourth  of  the  teachers  worked  less  than  38  hours  a  week  and  one-fourth 
worked  more  than  47^  hours. 

Teachers  in  the  upper  grades  tended  to  work  longer  hours  than  those 
in  the  kindergarten  and  primary  grades.  The  median  work  week  for 
teachers  who  taught  only  one  morning  kindergarten  class  was  36  hours 
and  27  minutes.  The  highest  median,  45  hours  and  8  minutes,  was  of 
teachers  who  taught  all  subjects  to  seventh-grade  pupils. 

For  all  the  teachers  covered  by  this  survey,  about  55  percent  of  the 
work  week  was  spent  on  assigned  work  at  definite  hours  during  the 
school  day.  In  addition  to  classroom  instruction,  they  had  other  reg- 
ularly assigned  hours  which  were  spent  in  supervisions  of  study  hall, 
home  room,  anl  library.  They  had  a  preparation  period,  did  counseling, 
supervised  student  activities,  and  performed  curricular  and  administra- 
tive duties.  The  median  amount  of  this  time  was  23  hours  and  22  min- 
utes per  Aveek. 

The  median  amount  of  time  spent  each  week  in  unscheduled  nonin- 
structional  duties  was  19  hours  and  49  minutes  per  week.  These  tasks 
included:  planning  and  preparing  the  day's  work;  correcting  and  grad- 
ing students'  work;  clerical  work  on  records  and  reports;  conferences 
with  principals,  students  and  parents;  in-service  education,  such  as 
workshops,  faculty  meetings  and  school  committees;  extra-curricular 
activities,  such  as  supervising  student  clubs  and  programs  and  super- 
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vision  ill  the  school  yard,  hallways,  and  cafeteria;  and  sehool-commu- 
nity  services,  such  as  work  with  parent-teacher  associations. 

The  same  survey  also  included  12,578  full-time  public  high  school 
instructors  from  all  the  counties  of  the  State  and  288  of  the  312  high 
school  districts.  The  majority  of  these  teachers  were  also  found  to  be 
working  40  hours  or  more  a  week.  The  median  work  week  was  43  hours 
and  33  minutes.  Approximately  one-fourth  worked  less  than  39  hours 
a  week  and  one-fourth  worked  more  than  49. 

The  amount  of  assigned  work  at  scheduled  hours,  whether  instruc- 
tional or  noninstructional,  varied  little  with  the  type  of  school  organ- 
ization. About  63  percent  of  the  high  school  teachers'  work  week  was 
spent  on  assignments  carried  out  at  definite  hours  during  the  school 
day.  The  scheduled  noninstructional  assignments  were  of  the  same 
type  listed  above  for  elementary  school  teachers.  But  instructors  of 
certain  subjects  were  exceptions :  Teachers  of  foreign  languages  and 
mathematics  spent  more  time  correcting  and  grading  students'  work 
than  did  instructors  in  other  fields;  physical  education  and  health  in- 
structors spent  greater  median  amounts  of  time  in  extracurricular 
duties ;  music  instructors  spent  more  time  per  week  in  school-commun- 
ity activities  than  did  instructors  in  other  departments. 

The  work  week  of  2,569  of  the  total  number  of  full-time  and  part- 
time  junior  college  instructors  was  also  surveyed.  Instructors  who 
taught  part  time  and  had  assigned  responsibilities  such  as  counseling, 
curriculum  planning,  guidance,  library  work,  and  administration  were 
classified  as  part-time  instructors. 

The  median  work  week  of  the  junior  college  instructors  was  46  hours 
and  26  minutes.  Teaching  and  preparation  time  were  about  equal,  16 
hours  and  40  minutes  and  15  hours  and  40  minutes,  respectively.  An 
average  of  6  hours  and  38  minutes  was  spent  in  noninstructional  as- 
signments such  as  keeping  office  hours,  doing  library  work,  counseling, 
curriculum  planning,  and  administrative  duties.  Other  time,  7  hours 
and  28  minutes,  included  clerical  work  on  records ;  conferences  with 
teachers,  students,  and  parents ;  extracurricular  activities  for  students ; 
and  school-community  service. 

Approximately  80  percent  of  the  instructors  taught  in  one  of  11 
subject  fields  only.  The  language  arts  were  the  most  time-consuming, 
requiring  an  average  of  49  hours  a  week.  The  least  amount  of  time 
was  spent  by  music  instructors,  who  average  40  hours  and  57  minutes 
weekly. 

While  the  instructors  teaching  in  only  one  field  reported  an  average 
work  week  of  45  hours  and  55  minutes,  those  teaching  in  two  or  more 
fields  average  48  hours  and  31  minutes  a  week.  This  difference  was 
largely  a  result  of  the  additional  time  in  teaching  and  its  required 
preparation  time. 

It  is  a  well-known  fact  that  teachers  have  the  summer  months  off 
and  many  holidays  sprinkled  throughout  the  school  year.  Although  the 
State  requires  school  districts  to  hold  school  at  least  175  days  each 
year  to  be  eligible  to  receive  payments  for  support  from  the  State 
School  Fund,  districts  varied  upward  from  this  to  a  maximum  of  182 
days  for  the  year  1956-57.  The  average  number  of  school  days  for  the 
year  for  all  classes  of  districts  was  about  177,  or  slightly  more  than  35 
weeks. 

4— L-3174 


74  COMMITTEE  OX  GOVERNMENTAL  ADIMINISTRATION 

Adding  what  amounts  to  about  four  weeks  of  holiday's  schools  have 
duriufr  the  year  to  the  36  weeks  school  is  held,  there  are  12  weeks  each 
year  left  for  teachers'  vacations.  This  seems  to  be  a  long:  period  of  time, 
compared  to  the  traditional  two  weeks  enjoyed  by  most  industrial 
workers  or  the  three  weeks  a  state  employee  gets. 

But  are  hours  spent  in  front  of  a  classroom,  or  directing  games  on 
the  school  ground  comparable  to  those  spent  at  a  desk  or  at  a  machine 
stamping  out  hundreds  of  standard  items  per  hour? 

The  dominant  teachers'  organization,  the  California  Teachers'  Asso- 
ciation, thinks  not.  And  the  State  Board  of  Education  believes  that  the 
teacher  is  turning  out  something  more  than  routine  units  per  hour; 
it  says  that  the  schools  are  trying  to  produce  citizens  and  to  provide 
children  with  the  ability  to  earn  a  living.  By  citizens  they  mean  more 
than  just  voting.  They  mean  an  intelligent  appreciation  of  the 
Country's  heritage,  and  a  facility  with  the  "three  R's" — somehow 
resulting  in  responsible  participation  in  American  society. 

The  question  of  whether  teachers  are  "professional"  seems  to  be  a 
central  one  for  it  implies  a  possible  standard  of  compensation  to  go  by. 
Although  professional  workers  are  paid  in  dollars  and  cents,  their 
hours,  working  conditions,  and  "product"  are  less  standard  than  those 
of  nonprofessionals.  In  answer  to  the  question,  "Do  you  take  your  work 
home  with  you?"  the  teachers  would  have  to  say  "Yes."  If  they  do  not 
literally  take  it  home  with  them  in  the  form  of  papers  to  correct,  they 
carry  it  around  in  their  heads  when  they  create  courses  of  study,  mull 
over  how  to  make  learning  more  effective  for  Johnny,  read  a  profes- 
sional journal,  use  their  vacations  to  take  a  course  or  a  trip  for  cultural 
reasons.  This  is  in  contrast  with  the  hourly  worker,  whose  impersonal 
job  usually  can  be  taken  up  by  someone  else  when  he  leaves  his  desk 
or  machine.  Of  this  the  California  Teachers'  Association  says: 

(1)  The  nonmanagerial  industrial  employee  differs  from  a  teacher 
in  that  he  can  leave  a  job  while  a  teacher  cannot  leave  a  student 
until  the  learning  process  has  taken  place. 

(2)  The  personal  qualifications  of  the  teacher  are  more  important 
than  those  of  persons  working  on  most  industrial  jobs. 

The  teachers'  organization  believes  that  the  amount  of  work  involved 
in  teaching  cannot  be  measured  solely  by  class  hours  or  other  time 
units.  Teaching  is  a  service,  in  the  sense  that  a  whole  job  must  be  per- 
formed, that  a  teacher  has  not  performed  his  job  unless  the  educational 
process  has  been  completed.  This  is  not  measured  by  a  minimum  or  set 
number  of  hours. 

Along  the  line  of  this  thinking,  the  National  Education  Association 
recently  proposed  tbat  all  teachers'  salaries  should  start  at  $5,000  a 
year  and  go  to  a  maximum  of  $13,000  upon  the  teacher 's  attaining  cer- 
tain educational  and  experience  requirements.  This  emphasizes  a  yearly 
form  of  compensation  and  attempts  to  set  it  near  that  received  by 
other  professional  workers. 

The  arguments  pertaining  to  teachers  as  purveyors  of  culture  lead  to 
blind  alleys  in  establishing  the  social  value  of  teachers  and  how  much 
they  should  be  paid.  Such  analyses  place  the  teacher  in  some  crucial 
relationship  to  society  because  a  teacher  transmits  "what  the  culture 
has  found  important"  to  the  next  generation,  and  also  maintain  that 
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no  society  could  possibly  exist  without  an  educational  system.  In  today's 
network  of  interdependeneies,  the  farmer  is  as  important  as  ever  to 
survival,  as  is  the  man  who  watches  the  bacteria  count  of  a  metropolitan 
dam. 

Traditionally,  the  law,  ministry,  and  medicine  are  thought  of  as  beinj^ 
the  professions.  Since  these  pursuits  have  in  common  such  criteria  as 
special  personal  qualifications,  relatively  high  educational  requirements, 
indefinite  hours,  a  professional  society  and  a  code  of  ethics,  and  require 
licensing  of  members — many  groups  wishing  to  be  considered  profes- 
sional have  experienced  the  public's  amused  rejection  of  their  claims. 

A  dictionary  definition  is  no  help.  The  Oxford  English  Dictionary 
defines  a  profession  as  what  one  "professes  to  do"  full-time,  as  con- 
trasted with  the  amateur,  and  lists  the  three  occupations  of  law,  medi- 
cine, and  the  ministry  as  being  the  traditional  professions. 

There  is  a  variety  of  arguments  that  can  be  used  to  show  why  teach- 
ing is  not  a  profession.  The  teachers'  union,  the  California  State  Fed- 
eration of  Teachers  (A.  F.  of  L.-C.  I.  0.),  points  out  some  of  these 
differences :  Unlike  doctors  and  lawyers,  a  teacher  cannot  exercise  his 
profession  without  working  for  someone.  Doctors  and  lawyers  are  con- 
sidered to  be  conducting  small  businesses.  Teachers  have  their  hours, 
salaries,  and  working  conditions  established  by  others,  while  this  is  not 
true  of  doctors  and  lawyers.  Because  the  teacher  is  a  public  employee 
some  of  his  personal  freedom  is  curtailed.  The  teacher  does  not  have 
control  over  the  entrance  to  his  occupation  while  a  lawyer  passes  a  bar 
examination  conducted  by  his  own  profession.  The  A.  F.  of  T.  also 
believes  that  while  teachers  have  professional  training  in  common  with 
doctors  and  lawyers,  teachers  work  under  nonprofessional  conditions. 

It  is  concluded  that  a  teacher  is  a  professional  worker  only  to  the 
extent  that  acceptance  by  society  makes  him  so.  Peter  the  Great  of 
Russia,  in  modernizing  the  school  system,  gave  teachers  a  status  and 
pay  comparable  to  generals,  and  even  went  to  far  as  to  give  them  the 
same  emblems  of  rank.  It  is  reported  that  Russian  teachers  today  are 
among  the  highest  paid  workers  in  their  country. 

Only  until  recently  the  United  States  has  gone  along  with  such  stereo- 
types as  "Those  who  can't  do,  teach"  and  the  belief  that  teaching  was 
the  only  occupation  a  nice,  well-bred  young  lady  could  leave  her  home 
to  engage  in,  if  she  should  happen  to  fail  to  find  a  husband  and  was 
forced  to  support  herself.  Now,  the  status  of  the  teacher  is  rising, 
particularly  in  the  scientifi.c  fields. 

2.  Compensated  Time-off  Programs 

The  absence  of  uniform  reporting  by  the  school  districts  and  the  in- 
tangible aspects  of  a  teacher's  job  make  it  impossible  to  develop  precise 
quantitative  measures  of  the  cost  of  teachers'  benefits  which  could  be 
compared  with  the  benefits  of  state  employees  or  of  industrial  workers. 

The  following  discussion  of  the  various  forms  of  compensated  time- 
off  programs  for  teachers  is  therefore  presented  primarily  in  qualitative 
terms.  Only  very  rough  estimates  of  the  cost  of  the  benefits  are  possible. 

Under  the  provisions  of  the  California  Education  Code,  Section 
13841,  minimum  benefit  standards  are  prescribed  with  respect  to  sick 
leave  and  bereavement  for  teachers.  Other  permissive  sections  of  the 
Education  Code  make  provision  for  a  variety  of  leave  benefits,  the 
extent  of  which  is  left  to  the  governing  board  of  each  school  district. 
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Whether  or  not  the  school  districts  wish  to  adopt  any  uniform  policies 
with  respect  to  the  administration  of  these  permissive  leave  programs 
is  entirely  up  to  their  governing"  boards.  The  importance  of  the  per- 
missive leave  provisions  in  the  code  is  that  it  makes  it  possible  for  school 
districts  to  incur  expenditures  in  connection  with  the  granting  of  such 
leave.  Permissive  leave  benefits  cover  the  following  areas : 

Sick  leaA'e  and  bereavement  leave  in  addition  to  that  prescribed 
under  minimum  statutory  standards  (Sec.  138-il). 
Sabbatical  leave  (Sec*  13673). 
Leave  due  to  accident  or  illness  (Sec.  13672). 
Maternity  leave  (Sec.  13672). 

Vacations  are  not  specifically  covered  by  the  Education  Code,  nor 
is  the  length  of  the  teacher's  workday  fixed  by  law.  The  w^orkload  of 
teachers  is  set  by  the  governing  boards  of  school  districts.  The  amounts 
of  time  off  in  the  form  of  vacations  can,  therefore,  be  approximated 
only  on  the  basis  of  general  reasoning. 

The  problem  with  respect  to  holidays  is  also  somewhat  more  complex 
since,  in  addition  to  regular  holidays,  there  are  Christmas  and  Easter 
holidays  which  partake  of  the  nature  of  a  vacation. 

The  discussion  below  covers  the  following  categories  of  compensated 
time-off  benefits : 

1.  Vacations 

2.  Holidays 

3.  Sick  leave 

4.  Other  programs  of  compensated  time  off 

a.  Leave  for  "personal  reasons"  including  "bereavement  leave" 

b.  Sabbatical  leave 

c.  Maternity  leave 

d.  Training  leave 

e.  Miscellaneous  leave 

Another  category  of  leave  which  is  considered  in  the  case  of  state 
and  private  industry  employees  but  is  omitted  from  consideration  in 
the  analysis  of  teachers'  benefits  is  rest  periods,  or  "coffee  breaks."  It 
is  felt  that  this  concept  of  compensated  time  off  as  a  benefit  is  not 
applicable  to  teachers  because  of  the  nature  of  their  workload  and  the 
patterns  of  daih^  work  assignments. 

Vacations.  If  it  is  assumed  that  the  annual  pay  teachers  receive 
is  for  a  full  year  rather  than  just  for  the  weeks  when  classes  are  held, 
then  vacatioi]S  can  be  considered  to  be  the  time  that  is  left  over  in  the 
course  of  the  calendar  year  after  weekends,  teaching  days,  and  holi- 
days are  deducted.  California  statutes  provide  that  the  minimum  num- 
ber of  days  a  school  district  must  hold  classes  is  175  in  order  to  receive 
its  apportionment  from  the  State  School  Fund.  Districts  may,  however, 
increase  the  number  of  days  on  which  classes  are  held  if  they  wish. 

The  average  number  of  days  on  which  districts  hold  school  is  177  a 
year,  which  is  35  and  a  fraction  weeks ;  and  there  are  approximately 
four  weeks  of  holidays  througliout  the  year.  On  this  basis,  teachers' 
vacations  can  be  considered  to  amount  to  12  weeks  in  the  year. 

For  other  certificated  administrative  personnel,  the  practice  is  to  have 
an  11-month  school  year,  vacations  amounting  to  one  month. 
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It  is  important  to  note,  however,  that  there  is  disagreement  over 
whether  for  teachers  this  vacation  is  really  a  vacation  in  the  nsual, 
accepted  sense  of  the  word. 

For  example,  the  Ford  Foundation  Fund  for  the  Advancement  of 
Education  states  in  one  of  its  reports  {Teaching  Salaries  Then  And 
Now)  that  the  common  belief  among  educators  is  that  vacations  are 
''working  periods  in  which  the  teacher  fits  himself  through  study  and 
reflection  for  his  subsequent  teaching  duties.  A  teacher  on  a  50-week  or 
even  an  11-month  teaching  year  would  soon  be  unfitted  for  his  occupa- 
tional responsibilities. ' '  They  also  express  the  view  that  working  in  va- 
cation time  ''is  contrary  to  the  educational  interests  of  the  community." 

However,  even  if  it  is  assumed  that  a  good  part  of  the  vacation  time 
is  used  by  teachers  to  further  their  professional  qualifications,  it  would 
appear  that  the  time  available  for  rest  and  recreation  is  at  least  as  long, 
or  longer  as  that  available  to  the  great  majority  of  state  or  indiistrial 
employees. 

Holidays.  The  statutes  specif}^  that  public  schools  be  closed  on 
the  following  holidays :  January  1st,  February  12th,  February  22d,  May 
30th,  July  4th,  September  9th,  November  11th,  and  December  25th,  and 
other  days  appointed  by  the  Governor  or  President  for  a  public  feast, 
thanksgiving  or  holiday. 

In  addition  to  the  state-prescribed  holidays  the  governing  board  of 
any  school  district  may  declare  a  holiday  in  the  public  schools  under 
its  jurisdiction. 

As  a  rule,  longer  holidays  are  provided  in  the  form  of  Christmas  and 
Easter  recesses.  For  the  majority  of  industrial  workers,  the  number  of 
paid  holidays  per  year  is  between  six  and  eight.  For  state  employees 
the  number  of  paid  holidays,  including  election  days,  averages  lOf  days. 
It  would  appear  that  the  number  of  holidays  for  teachers  is  substan- 
tially larger  than  for  private  industry  employees  and  is  at  least  as  large 
or  larger  than  for  state  employees. 

Sick  Leave.  The  Education  Code  provides  that  a  full-time  certifi- 
cated employee  is  entitled  to  a  minimum  of  10  days'  sick  leave  with 
full  pay  for  each  school  year  of  service  and  that  this  leave  can  be 
accumulated  without  limit. 

Moreover,  when  an  employee  is  absent  from  his  duties  on  account 
of  occupational  or  nonoccupational  injury  or  accident  for  five  school 
months  or  less,  the  amount  deducted  from  his  salary  for  any  month 
shall  not  exceed  the  sum  paid  the  substitute  who  filled  his  position. 

However,  the  statute  is  permissive  in  that  the  school  districts  can 
make  their  OAvn  policy  of  paying  a  teacher  50  percent  or  more  of  his 
regular  salary  for  leave  under  five  months  for  illness  or  accident.  Also, 
school  districts  may  make  their  own  rules  as  to  how  much  a  certificated 
employee  should  have  deducted  from  his  salary  for  absence  due  to  ill- 
ness in  excess  of  five  months. 

Another  statute  in  the  Education  Code  stipulates  that  the  governing 
board  of  a  school  district  may  provide  for  a  leave  of  absence  and  grant 
pay  to  any  teacher  compelled  to  be  absent  due  to  accident  or  illness  or 
quarantine  whether  or  not  arising  out  of  his  employment. 

A  survey  covering  464  school  districts  conducted  by  the  California 
Teachers'  Association  in  1956. revealed  that  13.1  percent  of  the  districts 
granted  longer  sick  leave  than  required  by  the  Education  Code.  About 
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half  of  these  districts  had  an  unwritten  policy  of  ' '  being  generous  with 
teachers  who  were  ill."  Practice,  however,  varied  widely  among  the 
districts. 

In  considering  the  cost  of  sick  leave,  the  important  concept,  however, 
is  the  "utilization  rate,"  that  is  the  actual  amount  of  time  taken,  rather 
than  the  "statutory  rate,"  which  is  the  maximum  time  permitted  by 
law.  For  example,  while  the  statutory  rate  for  the  great  majority  of 
state  employees  is  15  days,  the  actual  utilization  rate  in  1957  was  on 
the  average  only  6.7  days  per  person.  The  sick  leave  utilization  rates 
for  teachers  are  not  available.  The  statutory  rate  seems  to  be  slightly 
lower  than  that  for  state  emploj^ees,  but  as  high  or  higher  than  for 
most  industrial  workers.  However,  the  somewhat  lower  statutory  rate 
for  teachers  does  not  necessarily  mean  that  the  actual  utilization  rate 
is  also  lower.  In  fact,  it  is  very  likely  that  the  utilization  rate,  and 
therefore  the  cost  of  sick  leave,  is  actually  higher  because  of  the  larger 
percentage  of  women  in  teaching  in  spite  of  the  much  longer  vacation 
periods.  It  is  an  established  fact  that  sick  leave  utilization  is  higher 
for  women  than  for  men. 

Other  Programs  of  Compensated  Time  Off.  In  addition  to  the  ma- 
jor programs  of  paid  leave  represented  by  vacations,  holidays,  and  sick 
leave,  there  is  a  number  of  other  programs  providing  compensated  time 
off  for  teachers. 

(a)  Leave  for  "Personal  Reasons" 

Personal  reasons  are  usually  interpreted  to  include  such  occurrences 
as  death  or  illness  in  the  family,  medical  or  dental  appointments,  or 
marriages. 

The  statutes  entitle  a  teacher  to  at  least  three  days  leave  with  full 
pay  in  the  event  of  death  of  any  member  of  liis  immediate  family,  and 
a  governing  board  of  a  school  district  may  give  additional  bereavement 
leave  with  full  pay. 

In  the  California  Teachers'  Association  study  covering  464  districts, 
16.4  percent  of  the  districts  reported  that  they  granted  compensated 
bereavement  leave  beyond  the  stipulated  state  minimum  of  three  days. 
Practices  with  respect  to  leave  for  "personal  reasons"  varied  widely 
among  approximately  one-half  of  the  surveyed  districts  having  a  set 
policy.  The  remaining  school  districts  had  no  set  policy  and  the  amount 
of  paid  leave  was  determined  on  the  basis  of  "individual  consideration." 

{k)   Sabbaticsl  Leave 

Under  the  statutes,  the  governing  board  of  any  school  district  may 
grant  a  sabbatical  leave  for  a  period  not  to  exceed  one  year  to  any 
teacher  who  completes  seven  consecutive  years  of  service  in  the  district. 

The  compensation  payable  to  a  teacher  while  on  sabbatical  leave  is 
the  amount  that  the  teacher  and  school  board,  with  the  approval  of  the 
county  superintendent  of  schools,  agree  on.  The  amount  cannot  be  less 
than  the  difference  between  the  salary  of  the  teacher  on  leave  and  that 
of  her  substitute,  or  in  lieu  of  such  difference,  an  amount  not  less  than 
one-half  nor  more  than  the  full  amount  of  the  salary  of  the  teacher  on 
leave. 

Of  the  districts  surveyed  in  the  California  Teachers'  Association 
study,  17.7  percent  had  definite  policies  for  granting  sabbatical  leaves. 
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However,  the  provisions  with  respect  to  the  amount  of  time  granted  and 
the  percentage  of  regular  salary  paid  varied  widely  among  the  districts. 

Fourteen  percent  of  districts  covered  by  the  above  study  reported 
that  they  had  granted  at  least  one  sabbatical  leave  in  the  past  three 
years.  Almost  10  percent  expected  to  grant  one  or  more  such  leave 
during  the  coming  year. 

The  actual  rate  of  utilization  of  sabbatical  leave  is  not  known.  It  can 
be  obtained  only  through  a  careful  survey  of  leave  practices  among 
all  the  school  districts.  Such  a  survey  was  not  contemplated  within  the 
scope  of  this  report.  In  the  absence  of  actual,  reported  data,  only  the 
crudest  type  of  an  estimate  is  possible.  Sabbatical  leave  is  lumped  with 
all  other  categories  of  miscellaneous  leave  for  the  purpose  of  developing 
a  rough  estimate  of  the  cost  of  all  compensated  time-off  programs  for 
teachers. 

(c)  Maternity  Leave 

Absence  from  work  due  to  pregnancy  is  not  a  cause  for  dismissal. 
The  governing  board  of  anj^  school  district  may  grant  a  leave  of  absence 
to  any  female  required  to  be  absent  due  to  pregnancy  or  convalescence 
after  childbirth,  and  prescribe  the  amount  to  be  deducted  from  her 
salary  during  such  period  of  absence.  However,  if  the  school  district 
does  not  have  a  definite  maternity  leave  policy,  the  prospective  mother 
may  teach  up  to  the  time  of  birth  and  return  to  the  classroom  as  soon 
thereafter  as  her  physical  condition  permits. 

Approximately  one-fourth  of  the  number  of  school  districts  covered 
by  the  California  Teachers'  Association  survey  had  definite  policies 
with  respect  to  maternity  leave.  However,  there  were  very  wide  varia- 
tions among  the  districts  with  respect  to  the  length  of  time  and  amount 
of  pay  granted. 

(d)  Training  Leave 

A  large  number  of  school  districts  permit  teachers  to  attend  profes- 
sional meetings  for  training  purposes  or  to  participate  in  the  work  of 
professional  organizations. 

Practices  among  the  districts  vary  widely  with  respect  to  amount  of 
salary  and  expenses  paid.  Some  districts  appear  to  provide  special 
treatment  for  administrators.  The  most  usual  practice  is  to  pay  the  full 
salary  in  connection  with  such  meetings,  although  there  are  many 
exceptions. 

(e)  Miscellaneous  Leaves 

Teachers,  in  common  with  all  other  public  employees,  are  paid  full 
salaries  for  the  first  30  days  of  necessary  military  duty.  For  teachers 
this  is  considered  to  constitute  one-tenth  of  their  annual  salary.  The 
extent  of  the  utilization  of  this  leave  is  not  known.  For  state  employees 
the  estimated  cost  of  military  leave  is  approximately  five  dollars  per 
person  per  year.  For  teachers,  because  of  the  much  higher  percentage 
of  women,  the  cost  of  such  leave  would  in  all  likelihood  be  much  lower. 
For  all  practical  purposes  it  may  be  considered  insignificant. 

Another  form  of  leave,  jury  duty,  is  also  insignificant  in  amount. 
Nothing  is  known  about  the  extent  to  which  school  districts  grant 
such  leave.  However,  even  if  the  extent  of  jury  duty  leave  were 
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the  same  as  for  state  employees,  it  would  constitute  only  about  $1 
per  year  per  employee. 

3.  Estimated  Cost  of  Time-off  Benefits 

As  noted  earlier  in  this  section,  the  lack  of  reported  data  on  the 
actual  practices  and  rates  of  utilization  of  the  various  forms  of  leave 
in  the  individual  school  districts,  combined  with  the  lack  of  clarity  of 
the  concept  of  what  constitutes  a  year's  work  for  a  year's  pay,  make 
the  task  of  computiu"'  the  cost  of  teachers'  compensated  time  oif  benefits 
precarious. 

Only  the  roughest  calculations,  based  on  admittedly  arbitrary  as- 
sumptions, are  possible.  No  defense  is  offered  in  support  of  the  as- 
sumptions used  here,  and  the  estimates  presented  below  must  be  re- 
garded as  being  illustrative.  However,  similar  computations  can  be 
made  easily  on  the  basis  of  any  set  of  assumptions  which  appear  to  be 
reasonable. 

For  the  purpose  of  developing  a  rough,  illustrative  estimate  of  the 
cost  of  compensated  time-off  benefits,  the  following  assumptions  are 
made: 

Vacations.  The  length  of  the  vacation  is  estimated  at  12  weeks. 
But  a  vacation  period  in  the  usual  sense  of  the  word  is  considered  to 
be  five  weeks,  based  on  the  assumption  that  teachers  spend  more  than 
half  of  the  summertime  off  to  further  their  professional  capabilities  and 
use  less  than  one-half  for  rest  and  recreation. 

Holidays.  A  conservative  estimate  of  four  additional  weeks  are 
taken  in  holidays  throughout  the  school  year,  including  the  Christmas 
and  Easter  recesses. 

Sick  Leave.  No  actual  utilization  rates  are  available.  However, 
considering  the  relatively  high  percentage  of  women  in  teaching  and 
the  minimum  statutory  leave  provisions,  it  is  reasonable  to  assume  that 
the  utilization  rate  will  be  somewhat  higher  than  the  State  employees' 
average  of  6.7  days.  For  the  purpose  of  this  estimate,  it  is  assumed  that 
sick  leave  taken  by  teachers  averages  one  and  one-half  weeks  per  year. 

Leave  for  Personal  Reasons,  Including-  Bereavement  Leave.     The 

utilization  of  bereavement  leave  is  probably  very  low.  However,  because 
leave  for  personal  reasons  includes  time  off  for  medical  and  dental  ap- 
pointments, the  actual  rate  of  utilization  is  assumed  to  average  about 
one-half  week  per  person  per  year. 

All  Other  Paid  Leave.  It  is  arbitrarily  assumed  that  sabbatical, 
maternity,  training,  and  miscellaneous  leaves  tog-ether  account  on  the 
average  for  another  week  per  teacher  per  year. 

On  the  basis  of  these  rough  assumptions,  12  wrecks  out  of  the  52  weeks 
in  the  year  may  be  considered  to  constitute  compensated  time  off.  This 
is  about  2.3  percent  of  the  total  number  of  weeks  in  a  year. 

According  to  the  latest  Department  of  Education  statistics,  there  are 
approximately  101,000  full-time,  certificated  teachers.  There  are  an 
additional  23,000  part-time,  "substitute,"  teachers;  and  about  13,000 
persons  employed  in  administration,  "health  and  development,"  and 
"pupil  personnel  services,"  making  a  total  of  137,000  teaching  and 
nonteaching  certificated  employees  in  the  public  schools. 
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For  the  purpose  of  this  estimate  of  the  cost  of  time-off  benefits,  com- 
putations are  made  only  for  the  101,000  full-time,  certificated  class- 
room teachers,  grades  kindergarten  through  14. 

The  average  salary  for  all  levels  of  teachers  for  1957-58  Avas  reported 
in  a  California  Teachers'  Association  survey  as  $5,787. 

Applying  the  estimated  23  percent  of  compensated  time  off  to  the 
average  salary,  the  average  annual  cost  per  teacher  was  $1,331,  or  about 
$111  a  month.  The  annual  cost  of  this  compensated  time  off  thus  would 
approximate  $134  million  for  the  101,000  teachers. 

If  it  is  considered  that  a  teacher's  employment  is  for  only  10  months 
of  the  year  and  that  the  average  salary  of  $5,787  for  all  levels  repre- 
sents 10  months'  pay  for  10  months'  work,  then  the  monthly  pay  would 
be  $578.70,  disregarding  all  compensated  time  off  received  during  the 
10  months. 

If,  however,  it  is  assumed  that  the  annual  salary  of  $5,787  is  for  12 
months,  then  the  monthly  pay  averages  only  $482.23.  Adding  the  aver- 
age monthly  cost  of  $111  for  the  compensated  time  off  to  the  $482.23, 
the  total  monthly  cost  becomes  $593.23,  or  only  a  little  higher  than  one- 
tenth  of  the  actual  annual  salary.  The  difference  between  the  two  fig- 
ures is  accounted  for  by  the  fact  there  is  some  compensated  time  off 
during  the  10  months,  the  value  of  which  is  not  reflected  in  these  rough 
computations. 

Unfortunately,  on  the  basis  of  data  currently  available,  more  refined 
computations  of  the  cost  of  compensated  time  off  for  teachers  is  not 
possible. 

C.     OTHER  BENEFIT  PROGRAMS  FOR  TEACHERS 

Health  and  Welfare  Benefits.  This  term,  under  the  provisions  of 
the  Government  Code,  includes  any  one  or  more  of  the  following  bene- 
fits: hospital,  medical,  surgical,  disability,  or  related  benefits,  and  in- 
cludes group  life  insurance. 

The  code  (Sec.  53200  and  following)  states  that  the  governing  board 
of  a  school  district  may  provide  health  and  welfare  benefits  for  its 
officers  and  employees,  and  pay  all  or  such  portion  of  the  premiums, 
dues  or  other  charges  as  the  board  elects  to  pay. 

Also,  boards  may  provide  group  accident  and  health  insurance  and 
medical  and  hospital  service  for  the  spouse  and  dependent  children 
under  21  years  of  age  of  the  employee  for  whom  such  group  insurance 
or  medical  and  hospital  service  contract  has  been  procured.  The  govern- 
ing board  of  the  school  district  may  pay  from  the  district's  funds  an 
amount  not  to  exceed  50  percent  of  the  earned  premiums. 

The  actual  coverage  of  teachers  by  such  insurance  programs  does  not 
appear  to  be  extensive.  Only  6.5  percent  of  the  464  school  districts 
surveyed  by  the  California  Teachers'  Association  reported  that  they 
pay  some  part  of  the  certificated  employee's  premium  for  one  or  more 
forms  of  insurance.  The  insuraiice  programs  varied  Avidely,  including 
in  some  cases  only  hospital  insurance,  in  other  cases  only  medical  in- 
surance, or  in  still  other  cases  both  hospital  and  medical  insurance, 
only  accident  insurance  or  only  the  premium  on  a  $1,000  life  insurance 
policy  payable  to  the  employee's  dependents.  Only  about  1  percent  of 
the  reporting  districts  paid  the  entire  premium  and  about  3  percent 
paid  one-half  of  the  premium.. 
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Due  to  the  variety  of  existing  arrangements  among  the  districts  and 
the  absence  of  a  uniform  reporting  system,  it  is  not  possible  to  estimate 
the  cost  of  health  and  welfare  benefits  for  teachers. 

Housing.  Of  the  districts  surveyed  by  the  California  Teachers' 
Association,  4.7  percent  furnished  their  certificated  employees  housing 
free  or  at  reduced  rates.  A  few  additional  districts  gave  a  sort  of 
subsistence  allowance  for  teachers  living  within  the  district  or  made 
arrangements  to  pay  the  cost  of  utilities  or  maintenance  only.  Some- 
times the  district  would  provide  the  housing  benefit  just  to  administra- 
tors or  just  to  teachers. 

Discount  Buying.  A  few  districts  allow  their  teachers  to  make 
personal  purchases  in  connection  with  school  buying  so  as  to  obtain  the 
advantage  of  educational  discounts.  In  one  district,  teachers  may  do 
their  buying  at  a  discount  from  certain  merchants. 

Educational  Reimbursements.  Four  districts  in  the  California 
Teachers'  Association  surve}^  reported  reimbursing  teachers  for  all  or 
part  of  their  expenses  in  attending  college  classes.  Two  districts  paid 
part  of  the  cost  of  attending  summer  school,  while  another  paid  $9  per 
unit  of  college  or  university  credit. 

D.     AN  APPROXIMATION  OF  THE  TOTAL  COST  OF 
EMPLOYEE  BENEFITS  FOR  TEACHERS 

What  about  the  total  cost  of  employee  benefits  for  teachers  ?  The  only 
two  categories  Avhere  even  rough  approximate  estimates  are  possible  are 
the  cost  of  retirement  and  the  cost  of  compensated  time-off  programs. 
No  usable  data  are  available  on  the  variety  of  other  minor  benefit 
arrangements  which,  as  we  have  seen,  differ  greatly  among  school  dis- 
tricts. However,  the  aggregate  cost  of  such  miscellaneous  benefits  is  so 
small  that  their  omission  does  not  result  in  a  serious  distortion  of  the 
cost  picture. 

The  cost  of  the  state  teachers'  retirement  program  for  employers  is 
estimated  for  the  Fiscal  Year  1957  at  about  $322  per  employee.  This  is 
roughlj^  5.6  percent  of  the  average  salarj^  of  all  certificated  teachers  at 
all  levels.  The  cost  of  compensated  time-oft'  benefits  was  roughly  esti- 
mated at  $1,331  per  teacher  per  year,  or  23  percent  of  the  average 
salary.  The  total  of  these  two  categories  of  benefits  is  therefore  roughly 
about  $1,650  per  year,  or  28.6  percent  of  the  average  salary. 

It  must  be  again  emphasized  that  these  estimates  of  emploj^er  cost  of 
teachers'  benefits  are  rough  and  that  their  validity  depends  essentially 
on  the  soundness  of  the  assumptions  made  in  computing  the  extent  and 
cost  of  compensated  time-off  benefits. 

In  addition  to  this  employer  cost,  there  is,  of  course,  also  the  cost  to 
the  teachers  themselves.  This  is  confined  to  the  contribution  teachers 
make  to  the  retirement  system.  These  contributions  vary  according  to 
the  sex  and  entry  age  of  the  teachers,  and  range  from  9.53  percent  for 
youngest  male  ages  to  13.52  percent  for  the  oldest  female  ages. 

As  was  reported  above,  during  the  Fiscal  Year  1957,  the  Teachers' 
Ketirement  System  received  over  57  million  dollars  in  member 
contributions. 


SECTION  V 

EMPLOYEE  BENEFIT  PROGRAMS  IN  CALIFORNIA'S 
PRIVATE  INDUSTRY 

Having  examined  the  benefit  programs  provided  for  state  employees 
and  California  public  school  teachers  in  the  preceding  two  sections, 
consideration  now  is  being  given  to  what  private  industry  offers  in  the 
wa}^  of  benefit  plans.  What  is  happening  in  private  industry  affects  the 
State  and  the  school  districts  in  a  number  of  ways.  Important  among 
them  is  the  aspect  of  labor  market  competition.  A  related  factor  is  the 
influence  that  developments  in  industrial  benefit  plans  may  have  upon 
the  programs  in  government.  Still  another  significant  consideration  is 
the  measurement  of  employee  compensation  in  the  state  government, 
in  the  schools,  and  in  industry.  Comparisons  of  wages  and  salaries 
need  to  take  into  account  not  only  the  direct  pay  but  also  the  allocated 
and  deferred  wage  items  which  make  up  employee  benefits. 

Employee  benefits  in  private  industry  have  a  somewhat  different 
history,  development,  and  status  from  those  for  state  employees  and 
teachers.  Except  for  the  legislated  programs,  there  are  no  standard 
benefit  patterns  in  industry  which  apply  universally  to  all  employees. 
What  the  private  plans  offer  in  the  way  of  benefits  depends  upon  indi- 
vidual companies'  profit  position  and  wage  structure,  the  size  of  the 
work  force,  geographical  location,  the  extent  of  unionization,  manage- 
ment philosophy,  and  many  other  significant  factors.  There  are,  how- 
ever, practices  which  are  sufficiently  general  in  application  that  they 
can  be  used  to  provide  a  framework  for  comparing  benefits  and  their 
costs  in  industry  with  those  in  government. 

Deciding  exactly  what  employee  benefits  are  is  a  problem  because 
there  has  never  been  a  definition  developed  that  is  acceptable  to  all 
companies,  organizations,  and  individuals  concerned.  Part  of  the  diffi- 
culty in  definition  is  a  philosopliical  one.  Some  management  groups 
hold  that  any  activity  or  service  connected  with  employing  a  work  force 
is  a  benefit.  Others  contend  that  those  wage  supplements  paid  to  em- 
ployees without  any  directly  associated  effort  are  benefits.  Labor  repre- 
sentatives, and  some  other  persons  as  well,  generally  limit  employee 
benefits  to  those  programs  which  represent  tangible  advantages  to  em- 
ployees and  consider  the  employer  costs  to  support  these  programs  as 
deferred  or  allocated  wages. 

Contributing  at  least  as  importantly  to  the  difficulty  in  defining  em- 
ployee benefits  is  the  sharp  growth  in  the  programs  themselves.  For 
the  most  part,  benefits  constitute  a  new,  complex,  and  ever-expanding 
field.  They  have  not  "stood  still"  long  enough  to  be  defined  precisely. 

For  making  interorganization  comparisons  of  benefit  programs  and 
their  costs,  however,  some  standardization  of  definition  is  necessary 
since  only  like  things  can  be  compared.  Rather  than  trying  to  frame 
an  exact  definition,  some  limits  are  being  placed  which  exclude  some 
labor  cost  items  from  the  benefit  definition  and  which  include  others. 
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Eliminated  from  the  definition  of  employee  benefits  are,  of  course, 
the  direct  wage  payments.  They  cover  not  only  the  agreed-upon  earn- 
ings but  also  overtime  and  holiday  premium  pay,  shift  differentials, 
production  bonuses  and  like  pay  items  directly  associated  with  the  work 
performed. 

Eliminated,  too,  in  so  far  as  is  possible,  are  administrative  costs  in- 
volved in  administering  pension  and  group  insurance  programs,  leave 
plans,  and  the  like.  The  administrative  charges  incurred  in  such  activi- 
ties as  recruiting,  placing,  training,  and  paying  a  work  force  are,  of 
course,  not  components  of  an  employee  benefit  program. 

These  are  the  main  exclusions  from  the  definition  of  employee  bene- 
fits. Then,  what  is  included?  First,  there  are  the  various  protection 
arrangements  that  are  made  available  to  employees  and  their  families. 
Employer  payments  to  legally  required  programs — Federal  Old  Age, 
Survivors,  and  Disability  Insurance,  and  state  unemployment  insurance 
programs — contribute  to  workers'  security  against  the  risk  of  wage  loss 
arising  out  of  old  age,  long-term  disability,  and  joblessness.  The  com- 
pulsory workmen's  compensation  programs  are  considered  by  some  to 
be  employee  benefits  while  others  contend  that  the  programs  afford 
prepaid  protection  to  the  employer  against  liability  for  work  injuries. 
Other  protective  arrangements  privately  arrived  at  include  pension, 
group  life  insurance,  accident  and  sickness  insurance,  and  medical 
expense  plans,  as  well  as  supplemental  unemployment  benefit  funds, 
termination  allowances,  supplemental  Avorkmen's  compensation  arrange- 
ments, and  the  like. 

Then  there  are  the  income  maintenance  plans  which  afford  through 
various  leave  programs  the  continuity  of  money  earnings  while  em- 
ployees are  on  vacation,  observing  holidays,  temporarily  disabled,  serv- 
ing as  jurors  or  trial  witnesses,  doing  military  service,  and  voting.  Paid 
rest  periods,  lunch  periods,  travel  time  and  similar  time  off  the  job 
represent  somewhat  controversial  items;  some  contend  that  such  paid 
time  off  is  a  part  of  production  activities  and  costs  while  others  hold 
that  the  employee  profits  from  these  allowances. 

The  retirement,  the  insurance,  and  the  leave  plans  are  the  more 
important  of  the  benefit  programs  from  a  cost  as  well  as  a  protection 
or  work  advantage  standpoint.  Employers  supply  many  other  kinds  of 
employee  benefit  plans,  however,  which  also  must  be  included.  Stock 
purchase  and  savings  plans,  educational  tuition  refunds,  special  non- 
production  bonuses,  service  awards,  recreational  facilities,  and  similar  ar- 
rangements add  to  employees'  income,  experience,  and  job  satisfactions. 

By  setting  the  limits  on  what  should  and  what  should  not  be  con- 
sidered as  employee  benefits,  it  becomes  evident  that  employers'  labor 
costs  and  employees'  compensation  are  not  necessarily  the  same.  Some 
expenditures  became  a  part  of  doing  business  while  others  represent 
returns  to  workers  for  their  services.  Some  of  these  returns  are  taken 
directly  in  the  form  of  money  earnings  while  others  afford  security  and 
work  satisfactions. 

The  discussion  of  an  employee  benefit  definition  has,  so  far,  been 
concerned  with  the  problem  from  the  employer's  view.  Employee  con- 
tributions are  also  a  part  of  benefit  expenditures.  Tender  the  law,  the 
worker's  earnings  are  taxed  in  support  of  the  Federal  Old  Age,  Sur- 
vivors, and  Disability  Insurance  and  California  Temporary  Disability 
Insurance  programs.  The  employee,  too,  may  have  an  opportunity  to 
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contribute  to  many  private  group  arrangements  and  thus  obtain  a 
degree  of  protection  for  himself  and  his  family  that  he  could  not  afford 
on  an  individual  basis. 

A  study  of  employee  benefits  and  their  costs  can  be  approached  from 
two  general  standpoints:  (1)  Their  origin  or  method  of  payment;  or 
(2)  their  function.  In  making  an  actual  survey  of  employee  benefit 
costs,  an  employer  likely  would  find  it  more  convenient  to  collect  cost 
figures  according  to  the  way  the  costs  are  handled.  The  legislated  pro- 
grams— unemployment  insurance,  Federal  Old-Age,  Survivors,  and 
Disability  Insurance,  and,  in  California,  Temporary  Disability  Insur- 
ance— are  paid  for  by  payroll  taxes.  Workmen's  compensation  costs  may 
be  met  through  premium  payments  or  by  money  set  aside  in  the  case  of 
self-insured  programs.  Group  insurance  programs  and  private  pension 
plans  are  paid  for  by  premiums  or  contributions  to  insurance  carriers, 
trust  companies,  health  and  welfare  funds  and  the  like.  Compensated 
leave  programs  may  be  i)aid  for  through  the  regular  payroll  channels. 

Once  the  actual  figures  are  collected,  however,  an  evaluation  of  the 
overall  cost  of  each  kind  of  benefit  is  best  made  by  grouping  benefits 
according  to  their  risk  or  function.  The  expenditures  incurred  for  a 
retirement  plan,  for  example,  would  have  to  take  into  account  both  the 
costs  of  a  private  pension  or  deferred  profit  sharing  plan  and  the  con- 
tributions to  the  federal  pension  system. 

How  private  employee  benefits  have  developed,  their  prevalence  and 
their  cost  are  discussed  in  the  sections  below.  In  this  discussion,  the 
benefits  are  grouped  by  risk  or  function  to  the  extent  possible.  Precise 
groupings  are,  of  course,  impossible  because  some  of  the  programs 
serve  several  objectives.  The  Federal  Old  Age,  Survivors,  and  Disability 
Insurance  program,  for  example,  furnishes  a  pension  to  the  aged  person, 
benefits  for  his  aged  wife,  a  survivors'  pension  for  a  worker's  depend- 
ents, and  disability  benefits  if  the  employee  no  longer  is  able  to  work 
because  of  illness  or  injury. 

In  presenting  the  various  benefit  programs,  an  attempt  has  been  made 
to  give  as  broad  a  picture  as  possible  of  each  kind  of  plan.  This  has 
been  done  in  order  to  lay  the  groundwork  for  showing  the  ways  in  which 
programs  in  private  industry  compare  with  those  of  the  State.  A  certain 
amount  of  attention  has  been  given  to  nationwide  developments,  not 
only  to  demonstrate  the  scope  of  the  plans  but  also  to  indicate  trends 
which  eventually  may  influence  the  California  situation.  Cost  and  cover- 
age figures  have  been  drawn  from  a  variety  of  sources  for  purposes  of 
illustration  and  comparison.  The  cost  figures  for  private  industry  plans 
that  will  be  used  for  comparison  with  the  state  programs,  however,  will 
be  limited  to  those  relating  to  programs  in  California  companies.  Not 
only  do  these  figures  cover  the  same  geographical  area,  but  they  also 
were  developed  on  the  same  basis  as  were  the  data  for  the  state 
employees. 

A.     RETIREMENT  PLANS 

Company  pension  plans  began  appearing  in  America  late  in  the  nine- 
teenth century.  Relatively  few  w^orkers  came  under  the  plans,  how- 
ever, and  those  systems  that  were  in  effect  for  the  most  part  were  un- 
funded. Rather,  the  plans  usually  were  on  a  "pay-as-you-go"  basis, 
with  benefits  to  pensioners  being  paid  out  of  current  assets  of  the  firms. 


86  COMMITTEE  OX  GOVERNMENTAL  ADMINISTRATION 

Not  until  the  depression  years  of  the  1930 's  did  widespread  political 
and  social  interest  develop  in  income  protection  during  old  age.  Follow- 
ing the  economic  downturn,  the  savings  many  workers  had  accumulated 
over  the  years  were  swept  away.  The  assets  and  pension  funds  of  pri- 
vate industry  in  many  eases  disappeared,  and  work  opportunities  for 
the  aged  became  almost  nonexistent.  Pressures  were  exerted  for  the 
introduction  of  government  security  measures  in  the  area  of  old-age 
income  maintenance.  The  federal  program  of  old-age  insurance,  in- 
corporated in  the  Social  Security  Act  of  1935,  was  an  outgrowth  of  these 
demands.  The  Railroad  Retirement  Act  of  1937  furnished  similar 
protection  for  railway  employees,  with  the  act  being  passed  in  an  effort 
to  restore  the  financial  stability  to  the  individual  railroad  plans  which 
were  threatened  with  insolvency. 

Over  the  years,  the  federal  old-age  insurance  program  has  been 
subjected  to  some  major  changes.  Initially  limited  to  selected  groups  in 
commerce  and  industry,  the  program  today  covers  most  jobs — more 
than  9  out  of  every  10.  As  of  1958,  the  major  exclusions  from  cover- 
age were  federal  civilian  employees  protected  under  another  retirement 
system,  doctors  of  medicine,  some  state  and  local  government  employees, 
and  those  employees  of  nonprofit  organizations  not  electing  to  come 
under  the  program  voluntarily.  Originally  designed  to  pay  monthly 
benefits  to  retired,  aged  workers,  the  program  was  expanded  in  1939  to 
provide  protection  to  insured  workers'  families.  Beginning  in  1957, 
the  system  was  modified  to  safeguard  older  workers  against  the  economic 
risks  of  disability.  Benefits,  too,  have  increased  over  the  years  in  line 
with  rising  wages  and  standards  of  living,  and  employer  and  employee 
contribution  rates  have  been  stepped  up  accordingly.^ 

While  the  old-age  insurance  program  under  the  Social  Security  Act 
has,  since  its  inception,  provided  the  basic  protection  to  the  majority 
of  workers,  a  remarkable  growth  in  the  coverage  and  resources  of 
private  pension  plans  has  occurred  in  the  past  several  years.  This 
growth  has  come  about  for  a  A-ariety  of  reasons,  including  the  federal 
tax  policy  and  the  wage  stabilization  programs  during  World  War  II 
and  the  Korean  conflict.  Late  in  the  1940 's,  the  decisions  of  the  courts 
and  the  National  Labor  Relations  Board  that  pensions  and  welfare 
plans  are  proper  subjects  for  collective  bargaining  also  contributed 
in  substantial  degree  to  the  sharp  growth  of  pension  plans. 

Indicative  of  the  rise,  coverage  under  private  pension  and  deferred 
profit  sharing  plans  increased  from  2.4  million  in  1930  to  15.2  million 
in  1956.  Thus,  the  number  of  employees  covered  at  the  end  of  1956  was 
almost  seven  times  that  in  1930.  From  1930  to  1940,  the  gain  in  coverage 
was  relatively  slow.  Each  five-year  period  since  1940,  however,  showed 
advances  of  50  percent  over  the  preceding  period.  By  the  end  of  1956, 
about  31  percent  of  the  private  wage  and  salary  labor  force  was 
covered  by  some  form  of  retirement  plan.^ 

The  1957  study  of  benefit  costs  in  1,020  companies,  made  by  the 
Chamber  of  Commerce  of  the  United  States,  indicated  a  considerably 
higher  coverage  for  the  group  surveyed,  possibly  because  of  the  kind 
and  size  of  the  firms  in  the  study.  While  the  proportion  of  workers 

1  "Annual  Statistical  Supplement,   1956,"  Social  Security  Bulletin,  Washington,  D.  C. : 

United  States  Government  Printing  Office,  1958,  pp.  1-3. 
-Alfred  M.  Skolnik  and  Josepli  Zisman,   "Growth   in  Employee  Benefit  Plans,"   Social 

Security  Bulletin,  Vol.  21,  No.  3   (March.  1958).  pp.  5,  9-10. 
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coming  under  pension  plans  was  not  given,  the  survey  did  indicate 
that  81  percent  of  the  companies  made  private  pension  payments. •'' 

For  California  employment  as  a  whole,  only  scattered  information 
is  available  on  the  extent  of  coverage  under  private  retirement  plans. 
A  few  studies  give  some  information  on  the  prevalence  of  such  arrange- 
ments. As  one  indication,  an  analysis  of  collective  bargaining  agree- 
ments showed,  as  of  June,  1957,  that  718,000  California  employees 
had  pension  provisions  in  their  contracts.  Expressed  in  another  way, 
52  percent  of  all  workers  under  collective  bargaining  agreements  in 
California  were  covered  by  negotiated  pension  plans.  The  proportion 
of  workers  so  protected  has  increased  rapidly  within  a  relatively  few 
years.  In  mid-1953,  for  example,  only  15  percent  of  union  workers  were 
under  negotiated  pension  plans. ^ 

According  to  the  March,  1958,  findings  of  an  unpublished  study  of 
personnel  practices  in  about  300  Los  Angeles  firms,  76  percent  of  hourly 
workers  and  81  percent  of  salaried  employees  in  manufacturing  com- 
panies were  under  retirement  plans.  In  the  nonmanufacturing  firms, 
retirement  plans  protected  92  percent  of  hourly  and  84  percent  of 
salaried  employees.^ 

The  cost  of  retirement  plans  in  private  industry  necessarily  must 
take  into  account  the  contributions  employers  and  employees  make  to 
the  legally  required  plan  under  the  Social  Security  Act  as  well  as  pay- 
ments into  individual  pension  or  deferred  profit-sharing  funds.  In- 
dicative of  the  magnitude  of  contributions  to  the  Federal  Old-Age, 
Survivors,  and  Disability  Insurance,  payroll  taxes  collected  for  the 
program  amounted  to  $6  billion  in  1956.^ 

Relating  federal  pension  program  costs  to  wages,  the  1957  survey 
of  fringe  benefit  costs  made  b}^  the  Chamber  of  Commerce  of  the  United 
States  showed  that  both  employers  and  employees  on  an  average  con- 
tributed 2.1  percent  of  pay  annually  toward  the  program.'^ 

Company  and  worker  contributions  to  private  pension  plans  have  in- 
creased significantly  over  the  years.  Employers'  payments  in  1956  were 
estimated  to  have  totaled  $3,450  million  as  compared  with  $130  million 
in  1930,  $830  million  in  1945,  and  $1,750  million  in  1950.  Employee 
contributions  approximated  $580  million  in  1956,  rising  from  $50  mil- 
lion in  1930  to  $140  million  in  1945,  and  to  $310  million  in  1950.  Em- 
ployer and  employee  contributions  combined  amounted  to  2.13  percent 
of  aggregate  wages  and  salaries  in  1956,  with  employers  contributing 
approximately  85  percent  of  the  total  cost  of  financing  the  plans. ^ 

The  Chamber  of  Commerce  study  referred  to  earlier  indicated  that 
for  those  companies  in  the  survey  that  had  private  retirement  plans, 
the  employer's  1957  cost  amounted  to  5.1  percent  of  payroll.  For 
the  same  group  of  companies,  emplo^-ees'  annual  contributions  approx- 
imated 1.4  percent  of  earnings.^ 

Relatively  little  information  is  available  on  the  cost  of  private  re- 
tirement plans  for  California  employers  and  employees.  The  study  of 

i  Fringe  Benefits — 1957  (Washington,  D.  C. :  Chamber  of  Commerce  of  Uie  United 
States,  1958),  pp.  18,  22. 

^  Union  Labor  in  California — 1956  (San  Francisco:  California  Department  of  Indus- 
trial Relations,  Division  of  Labor  Statistics  and  Research,  June,  1957),  pp.  20-23. 

f"  Source  is  confidential. 

8  "Annual  Statistical  Supplement,   1956"  loc.  cit. 

T  Fringe  Benefits — 7957,  pp.  23-24. 

8  Skolnik  and  Zisman,  op.  cit.,  pp.  6,  10-11. 

^Fringe  Benefits — 1951,  loc.   cit. 
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negotiated  pension  plans  referred  to  above  did  indicate,  however,  that 
for  the  plans  in  which  the  employer  contribution  could  be  expressed 
in  terms  of  cents-per-hour,  the  weighted  average  contribution  was  7.5 
cents  per  hour.  In  a  few  of  the  plans,  the  employer  contribution  was 
stated  as  a  percent  of  payroll — ranging  from  1  percent  to  3  percent. 
For  many  of  the  plans  surveyed  where  the  employer  agreed  to  provide 
specified  retirement  benefits,  no  information  was  available  on  the  em- 
ploj^er's  cost.  The  same  study  showed  that  the  employer  paid  the  full 
cost  of  the  pension  program  for  a  large  majority  of  employees.  Eighty- 
six  percent  of  the  employees  having  pension  provisions  in  their  con- 
tracts were  under  such  noncontributory  plans.^° 

The  study  of  1957  employee  benefit  costs  in  California  companies, 
conducted  in  connection  with  this  report,  showed  that  in  those  firms 
having  private  retirement  plans  the  company  cost  averaged  $156  a  year 
per  employee,  or  nine  cents  per  payroll  hour  actually  worked.  Approx- 
imately two-thirds  of  the  plans  were  paid  for  entirely  by  employers. 

Where  employers  shared  the  cost  of  the  retireniput  plans  with  their 
workers,  company  expenditures  were  considerably  above  the  average 
for  both  contributory  and  noncontributory  programs.  In  the  contribu- 
tory plans,  firms'  annual  cost  per  employee  averaged  $203,  and  the 
cost  per  hour  actually  worked,  11  cents.  In  contributory  plans  com- 
panies met  about  69  percent  of  the  total  cost. 

Under  both  the  contributory  and  noncontributory  plans,  the  range 
in  company  costs  was  substantial.  Firms'  contributions  to  pension  plans 
ranged  from  a  Ioav  of  two  cents  per  hour  in  an  aircraft  parts  manufac- 
turing company  to  a  high  of  23  cents  per  hour  in  a  company  making 
scientific  instruments.  Employer  contributions  under  deferred  profit- 
sharing  arrangements  varied  even  more^from  two  cents  to  47  cents 
per  hour. 

The  survey  showed  that  companies,  on  an  average,  paid  $96  a  year 
per  job  for  the  Federal  Old- Age,  Survivors  and  Disability  Insurance 
program.  For  individual  employees,  of  course,  a  company  could  be 
taxed  no  more  than  $94.50  a  year.  Labor  turnover,  however,  accounts 
for  the  excess,  as  companies  pay  taxes  on  the  earnings  of  each  em- 
ployee who  occupies  a  particular  job  in  the  course  of  a  3^ear.  The  com- 
bined company  cost  of  a  private  retirement  plan  and  the  Old-Age, 
Survivors  and  Disability  Insurance  taxes  thus  averaged  $252  per  em- 
ployee in  1957. 

Employee  payments  to  contributory  retirement  plans  averaged  $93 
or  five  cents  for  each  hour  that  Avas  worked  in  1957,  according  to  the 
survey  findings.  As  not  all  workers  in  companies  with  contributory 
retirement  plans  were  members  of  the  plans,  these  averages  represent 
somewhat  of  an  understatement.  Workers,  too,  had  to  pay  taxes  on 
their  earnings  for  protection  under  the  federal  pension  system.  An 
employee  earning  $4,200  in  1957,  for  example,  would  have  paid  a  tax 
of  $94.50. 

B.     COMPENSATED  TIME-OFF  PROGRAMS 

Almost  all  companies  today  give  employees  time  off  with  pay  for 
vacations,  holidays,  and  for  other  time  not  worked.  Prior  to  World 
War  II  the  granting  of  pay  for  such  time  ofi:'  was,  in  the  main,  re- 

1"  Union  Labor  in  California — 1956,  pp.  26-27. 
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stricted  to  salaried  employees.  "War  Labor  Board  directives  during 
World  War  II  are  credited  with  giving  impetus  to  paid  vacations 
and  holidays  for  hourly  workers.  Since  that  time  union  bargaining 
and  labor  competition  have  been  among  the  more  important  influences 
not  only  in  extending  some  kinds  of  paid  time-off  practices  to  the  ma- 
jority of  workers  but  also  in  increasing  the  amount  of  paid  vacation 
time,  the  number  of  paid  holidays  and  in  adding  other  forms  of  com- 
pensated leave. ^^ 

By  and  large,  there  are  relatively  few  statutory  provisions  requiring 
companies  to  give  employees  time  off  with  pay.  Several  states,  however, 
do  have  laws  pertaining  to  time  off  for  voting  on  election  days.  Cali- 
fornia's law,  for  example,  calls  for  paid  time  off  for  employees  to  vote 
if  they  do  not  have  sufficient  time  outside  their  regular  working  hours. 
Some  states'  statutes  also  provide  for  paid  rest  periods  for  certain 
groups  of  employees,  for  paid  wash-up  time,  and  also  paid  time  for 
lunch  if  employees  must  eat  on  the  job.  Again,  in  California,  the  law 
requires  employers  to  give  women  and  minors  two  paid  rest  periods 
of  ten  minutes  each  in  the  course  of  an  eight-hour  working  day.  Paid 
vacations,  holidays  and  sick  leave — major  expense  items  of  compensated 
time  off — are  not  required  under  any  federal  or  state  statute. 

The  various  kinds  of  paid  leave  are  discussed  separately  in  the  sub- 
sections following  and  as  much  cost  information  as  is  available  is  in- 
cluded. In  terms  of  overall  cost,  the  findings  of  the  nationwide  survey 
conducted  by  the  Chamber  of  Commerce  of  the  United  States  indicates 
that  pay  for  time  away  from  the  job  in  1957  amounted  to  6.9  percent 
of  payroll.  These  leave  items  (vacations,  holidays,  sick  leave,  military 
service,  jury,  witness,  and  voting  time,  and  personal  leave)  cost  the 
survey  firms  15  cents  per  payroll  hour  or  $311  per  employee  per 
year.  Paid  time  off  while  at  work — rest  periods,  lunch  periods,  wash-up, 
travel,  and  clothes-change  time — averaged  2.3  percent  of  payroll,  5 
cents  per  payroll  hour,  and  $104  per  year  per  employee  for  all  firms  in 
the  survey.  These  two  forms  of  paid  leave  thus  would  total  $415  an- 
nually.^^ 

The  special  survey  of  1957  benefit  costs  made  for  use  in  this  study 
yielded  expenditure  data  for  the  various  time-off  items.  No  computation 
of  total  time-off  benefit  costs  was  made,  however,  since  not  all  of  the 
participating  companies  had  all  of  the  leave  items. 

The  more  important  of  these  time-off  benefits  are  discussed  separately 
below,  and  those  that  are  of  lesser  significance  are  combined  in  the 
final  subsection. 

Vacations.  The  extension  and  liberalization  of  vacation  benefits 
have  been  the  important  development  of  the  past  several  years.  The 
principle  of  paid  vacations  for  the  majority  of  employees  already  was 
generally  established  by  the  end  of  World  War  II.  Indicative  of  the 
prevalence  of  paid  vacations  in  industry  are  the  results  of  a  survey 
released  by  the  National  Industrial  Conference  Board  in  1957.  Of  the 
276  companies  reporting  having  hourly  personnel,  273  granted  paid 
vacations  to  these  groups  of  workers.  Of  the  287  companies  reporting 

1^  Harold   Stieglitz,    Time   Off   With  Pay,   Studies  In   Personnel   Policy   No.    156    (New 

York:  National  Industrial  Conference  Board,  Inc.,  1957),  pp.  7-10. 
'^-Fringe  Benefits — 1957,  pp.  13-15. 
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having  salaried  personnel,  277  granted  paid  vacations  to  tliese  em- 
ployees.^^ 

Another  nationwide  stndy  condncted  by  the  Bnrean  of  Labor  Stat- 
istics shows  similar  findings  for  the  hourly  group.  An  analysis  of 
provisions  in  major  union  contracts  as  of  1957  showed  that  all  but 
8  percent  of  the  1,813  agreements  covering  1,000  or  more  workers 
provided  for  paid  vacations.  In  contrast,  the  Bureau  estimated  that 
in  1940  about  75  percent  of  organized  wage  earners  did  not  receive 
vacations  with  pay.^^ 

In  California,  collective  bargaining  agreements  which  provided  for 
paid  vacations  covered  82  percent  of  the  organized  workers  under  union 
contracts  in  1957.  Three  years  earlier,  in  1954,  79  percent  of  those 
under  collective  bargaining  had  paid  vacation  provisions  in  their  con- 
tracts.^^ 

Results  of  a  March,  1958,  survey  of  personnel  practices  in  about  300 
Los  Angeles  companies  showed  that  in  manufacturing,  paid  vacation 
practices  prevailed  for  all  salaried  personnel  and  for  almost  96  percent 
of  hourly  workers.  In  nonmanufacturing,  there  were  vacation  pro- 
visions for  95  percent  of  hourly  employees  and  for  all  of  the  salaried 
personnel.^® 

What  paid  vacation  practices  cost  a  company  depends  in  general 
upon  how  many  employees  are  eligible  for  this  leave,  how  long  the 
vacations  extend,  prevailing  wages,  and  how^  the  compensation  for  this 
leave  is  computed.  The  trend  has  been  toward  extending  vacation 
practices  to  growing  numbers  of  workers  and  toward  reducing  the 
period  of  service  necessary  for  workers  to  become  eligible  for  vacation 
leave.  The  length  of  service  is  being  increasingly  recognized  as  quali- 
fying workers  for  longer  vacation  allowances.  Maximum  vacations  of 
three  weeks  are  common  today,  and  some  companies  have  maximum 
allowances  of  four  weeks  or  more.  In  regard  to  vacation  pay,  the 
amount  generally  is  calculated  so  that  the  vacationing  employee  ex- 
periences no  loss  in  his  usual  take-home  pay. 

The  study  of  benefit  costs  conducted  by  the  Chamber  of  Commerce  of 
the  United  States  as  of  1957  indicated  that  vacation  pay  amounted  to 
3.9  percent  of  total  pay  in  those  firms  paying  such  benefits.  Averaged 
for  all  firms  participating  in  the  survey,  vacation  benefits  cost  3.8 
percent  of  total  payroll.  8.3  cents  per  payroll  hour,  and  $171  a  j^ear  per 
employee.  ^^ 

The  employee  benefit  cost  survey  made  in  connection  with  this  work 
showed  that  vacation  costs  amounted  to  3  percent  of  pay  for  the  time 
w^orked,  8  cents  for  each  hour  actually  worked  and  $136  per  year  per 
employee.  All  companies  participating  in  the  survey  provided  vacation 
benefits  for  some  or  all  of  their  employees. 

The  range  in  vacation  costs  among  companies  was  extremely  wide, 
reflecting,  among  many  factors,  the  variations  in  wage  rates  and  in 
employees'  eligibility  for  compensated  leave.  While  the  average  annual 
expenditure  per  employee  was  $136,  one  company's  yearly  cost  was  as 

"  Stieglitz,   loc.  cit. 

^*  Paid  Vacation  Provisions  in  Major  Union  Contracts — ^957,  Bulletin  No.  12.33 
(Washington,  D.  C. :  United  States  Department  of  Labor,  Bureau  of  Labor  Sta- 
tistics, June  1958),  p.  1. 

^^  California  Industrial  Relations  Reports.  Number  14  (San  Francisco:  California  De- 
partment of  Industrial  Relations,  Division  of  Labor  Statistics  and  Research,  Sep- 
tember, 1957),  p.  1. 

1"  Source  is  confidential. 

^■'Fringe  Benefits — i957,  pp.    13-15,    23. 
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low  as  $34  per  employee,  and  that  in  several  firms  was  in  excess  of 
$200.  One  company,  in  fact,  incurred  a  1957  cost  of  $299. 

Holidays.  As  with  vacations,  paid  holidays  have  long  been  a  gen- 
eral practice  in  the  case  of  salaried  employees.  Hourly  workers  in  most 
instances  had  holidays  off  but  without  pay.  Not  until  the  World  War  II 
days  did  paid  holidays  become  an  established  practice  for  the  majority 
of  wage  earners.  Accompanying  the  extension  of  this  benefit  to  most 
employees  has  been  an  increase  in  the  number  of  paid  holidays. 

For  the  country  as  a  whole,  six  paid  holidays  appears  to  have  con- 
stituted the  most  common  practice  in  1957.  One  study  relating  to  the 
subject  indicated  that  about  83  percent  of  the  companies  granted 
seven  paid  holidays,  however,  and  10  percent,  eight. ^^ 

For  California  employees  working  under  union  contracts  in  1958, 
more  than  7  out  of  10  had  provision  for  holidays  without  loss  of  pay. 
Excluding  the  construction  industry,  9  out  of  10  received  paid 
holidays.  Fifty  percent  of  the  workers  under  contract  received  seven 
or  more  paid  holidays  in  1958.^^ 

A  study  of  holiday  practices  among  approximately  300  Los  Angeles 
employers  as  of  March,  1958,  showed  that  52  percent  of  hourly  em- 
ployees in  manufacturing  observed  six  paid  holidays  and  35  percent 
observed  seven.  The  number  of  firms  granting  seven  holidays  had  in- 
creased by  12  percent  over  the  1956  figure.  Only  one  firm  in  the  group 
did  not  allow  paid  holidays  for  hourly  workers.  Of  the  salaried  em- 
ployees in  manufacturing  companies,  50  percent  received  six  paid 
holidays  and  34  percent  received  seven.  The  number  of  firms  granting 
seven  paid  holidays  was  14  percent  greater  than  in  1956.  In  non- 
manufacturing  companies,  64  percent  of  hourly  workers  were  granted 
eight  paid  holidays.  Only  one  firm  in  this  group  did  not  allow  paid 
holidays  for  hourly  workers.  Of  the  salaried  employees  in  nonmanu- 
facturing  companies,  49  percent  received  eight  paid  holida.ys ;  all  of  the 
firms  granted  some  paid  holidays  for  this  group. -^ 

The  per  capita  cost  of  paid  holidays  depends  largely,  of  course,  upon 
the  number  of  days  observed  and  the  wage  rates.  It  might  be  noted 
that  in  the  case  of  paid  holidays,  almost  all  employees  are  affected. 
Longer  vacations,  on  the  other  hand,  depend  in  part  upon  length  of 
service  and  thus  do  not  add  to  the  cost  to  the  same  extent  as  does  an 
increase  in  the  number  of  holidays. 

For  the  United  States  as  a  whole,  payments  for  holidays  not  worked 
amounted  in  1957  to  2.3  percent  of  total  payroll,  five  cents  per  payroll 
hour,  and  $104  annually  for  each  employee  for  all  participating  com- 
panies. Of  those  surveyed  that  paid  holiday  benefits,  the  cost  amounted 
to  2.4  percent  of  payroll.-^ 

The  1957  study  of  employee  benefit  costs  in  California  companies 
undertaken  for  this  survey  disclosed  that  average  holiday  costs  approx- 
imated 2.5  percent  of  pay  for  the  time  that  was  worked,  seven  cents 
per  hour  actually  worked,  and  $114  per  employee  per  year.  The  range 
in  per  capita  costs  for  the  various  firms  was  wide,  however,  with  such 

IS  Stieglitz,   op.  cit.,  p.   28. 

^''California  Industrial  Relations  Reports,  Number  16  (San  Francisco:  California  De- 
partment of  Industrial  Relations,  Division  of  Labor  Statistics  and  Research,  Sep- 
tember,   1958),  pp.   5-8. 

^'  Source  is  confidential. 

"^  Frinqe  Benefits — 1951,  pp.  13-15,  23. 
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expenditures  being  as  low  as  $19  annually  per  employee  in  one  firm 
and  as  high  as  $175  in  another. 

Sick  Leave  and  Temporary  Nonoccupational  Disability  Benefits. 

Programs  to  compensate  employee  for  wage  loss  arising  out  of  dis- 
ability generally  are  provided  by  formal  paid  sick  leave  plans  or  group 
accident  and  sickness  insurance.  In  California,  the  Temporary  Disabil- 
ity Insurance  program  also  provides  wage  loss  protection  for  the  ma- 
jority of  employees  in  private  industry.  In  many  instances  these  ar- 
rangements are  integrated,  with  the  leave  covering  the  periods  before 
and  after  the  insurance  benefits  are  payable.  In  other  cases,  the  insur- 
ance and  the  leave  benefits  are  paid  concurrently. 

Paid  sick  leave  is  likely  one  of  the  oldest  employee  benefits  in  this 
Country.  Until  recentlj^  most  of  these  plans  were  "informal"  and 
dependent  upon  management  judgment  in  each  case.  As  companies 
have  grown  larger  and  the  employee-employer  relationship  has  become 
more  formal,  established  plans  have  been  instituted  in  a  variety  of 
firms.  Although  many  union  contracts  now  contain  paid  sick  leave 
provisions,  they  still  affect  proportionately  more  salaried  employees 
than  hourly  ones.^- 

Present-day  group  accident  and  sickness  insurance  developed  as  an 
extension  of  group  life  insurance,  beginning  in  1919.  The  plans  started 
as  a  protection  against  accidents  only  but  soon  were  extended  to  in- 
clude sickness  as  well.^^ 

For  the  United  States  as  a  whole,  it  has  been  estimated  that  25.2 
million  wage  and  salary  workers  were  covered  by  temporary  disability 
benefits,  including  formal  sick  leave  plans,  as  of  1956.  This  number 
accounted  for  more  than  one-half  of  the  labor  force.-^ 

On  a  nationwide  basis,  no  legislated  program  exists  that  provides 
for  income  continuation  in  the  event  of  temporary  nonoccupational  dis- 
ability. The  laws  of  California,  New  Jersey,  New  York,  and  Rhode 
Island  do  call  for  compulsory  nonoccupational  benefits,  however,  and 
similar  provisions  protect  railroad  employees. 

The  California  provisions  for  temporary  nonoccupational  disability 
benefits  have,  since  1946,  been  a  part  of  the  California  Unemployment 
Insurance  Code.  In  1957,  about  3.6  million  California  workers  out  of  a 
total  estimated  civilian  employment  of  approximately  5.6  million  were 
covered  by  this  legislated  program.  Excluded  from  protection  were 
railroad,  government,  agricultural,  and  domestic  employees  and  a  few 
in  miscellaneous  industries  and  occupations.  The  railroad  and  govern- 
ment employees  as  well  as  some  of  the  other  groups  generally  are  cov- 
ered by  other  programs  of  insurance  or  formal  sick  leave.  Many  of  the 
California  workers  coming  under  the  legislated  program  also  have  wage 
protection  under  formal  sick  leave  plans.  In  some  cases,  the  sick  leave 
and  legislated  programs  are  integrated  and  in  other  instances  the  two 
benefits  are  paid  concurrently. 

For  the  United  States  as  a  whole,  employer  and  employee  contribu- 
tions to  temporary  disability  programs  including  formal  sick  leave  were 
estimated  to  have  totaled  $897  million  in  1956,  amounting  to  about 

22  Harlan  Fox,  Company-Paid  Sick  Leave  and  Supplements  to  Workmen's  Compensa- 
tion, Studies  in  Personnel  Policy,  No.  146  (New  York:  National  Industrial  Con- 
ference Board,  Inc.,  1954),  p.  5. 

^  The  Health  Insurance  Story    (The  Health  Insurance   Council,   undated),  pp.   12-15. 

2*  Skolnik  and  Zisman,  op.  cit.,  p.  5. 


EMPLOYEE  AND  TEACHER  BENEFIT  PROGRAMS  93 

one-half  of  1  percent  of  wages  and  salaries.^^  According  to  the  cham- 
ber's study,  the  cost  of  paid  sick  leave  in  firms  throughout  the  Country- 
having  this  benefit  amounted  to  1.2  percent  of  payroll.  No  specific  data 
were  given  for  the  cost  of  group  sickness  and  accident  insurance  nor 
for  legislated  disability  insurance  programs. ^^ 

The  California  Temporary  Disability  Insurance  program  essentially 
is  an  employee-supported  one.  In  some  instances,  however,  companies 
pay  part  or  all  of  the  cost  for  their  workers.  Under  the  law,  employees 
are  to  pay  a  1  percent  tax  on  their  earnings ;  the  taxable  wage  was  the 
first  $3,000  of  annual  earnings  in  1957  but  was  increased  to  $3,600  as 
of  1958.  The  maximum  yearly  tax  amounted  to  $30,  therefore,  until 
1958  when  it  became  $36. 

The  special  cost  survey  undertaken  for  this  study  produced  some 
information  on  expenditures  for  sick  leave,  group  accident  and  sickness 
insurance,  and  the  California  Temporary  Disability  Insurance  pro- 
gram. Sick  leave  programs  were  found  in  most  of  the  participating 
companies,  but  not  all  of  the  employees  in  the  firms  were  eligible  for 
the  benefits.  In  regard  to  pay  for  time  that  was  actually  worked,  this 
form  of  paid  leave  amounted  to  1.9  percent,  with  an  annual  average 
cost  of  $86  per  1.9  percent,  with  an  annual  average  cost  of  $86  per 
worker,  or  five  cents  per  payroll  hour  actually  worked. 

Group  accident  and  sickness  insurance  was  provided  by  about  a 
fourth  of  the  surveyed  firms.  Generally,  this  protection  was  a  substi- 
tute for  or  a  supplement  to  the  California  Temporary  Disability  In- 
surance coverage.  In  some  instances,  it  also  supplemented  the  compul- 
sory workmen's  compensation  benefits.  Those  companies  offering  this 
insurance  incurred  an  annual  per  employee  cost  of  $31. 

California  Temporary  Disability  taxes,  on  an  average,  cost  employees 
in  the  surveyed  firms  $29.50  annually.  Since  the  expenditure  data  were 
collected  on  a  per  job  basis  and  thus  were  influenced  by  labor  turn- 
over, this  average  contribution  figure  likely  represents  some  slight  over- 
statement of  workers'  individual  contributions. 

Paid  Rest  Periods.  As  was  indicated  earlier,  paid  rest  periods  are 
considered  by  some  companies  to  be  a  part  of  employee  benefits  while 
others  hold  that  they  constitute  "conditions  of  employment,"  do  not 
contribute  to  loss  of  production,  and  may  be  required  by  statute  just 
as  wages  and  working  hours  are  regulated.  In  part  because  of  conflict- 
ing viewpoints,  the  amount  of  information  available  on  the  prevalence 
of  these  rest  periods  or  "coffee  breaks"  is  quite  limited.  In  its  biennial 
studies  of  employee  benefit  costs,  the  Chamber  of  Commerce  of  the 
United  States  regularly  has  gathered  expenditure  data  for  this  item, 
thus  indicating  that  the  practice  is  at  least  a  recognized  one  throughout 
the  Country.  According  to  the  1957  study,  57  percent  of  the  surveyed 
firms  reported  paid  rest  periods,  lunch  periods,  wash-up  time,  travel 
time,  clothes-change  time,  get-ready  time,  and  the  like.^'^ 

A  recent  California  study  of  union  contract  provisions  in  manu- 
facturing industries  showed  that  52  percent  of  the  workers  covered 
by  the  agreements  analyzed  had  a  provision  for  paid  rest  periods.  The 
most  common  rest  period  allowance  provided  was  10  minutes  for  all 

25  Ibid. 

^Fringe  Benefits — 1957.  p.   23. 

^Fringe  Benefits — 195T,  p.  22. 
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employees  during  each  half  shift.  This  is  the  same  amount  as  that 
specified  in  the  California  Labor  Code  as  being-  required  for  all  women 
employees  and  workers  under  18  years  of  age.-"* 

For  all  companies  participating  in  the  chamber's  nationwide  study, 
the  cost  for  paid  rest  periods,  lunch  periods,  wash-up  time,  clothes- 
change  time,  and  the  like  averaged  2.3  percent  of  total  payroll,  five 
cents  per  payroll  hour,  and  $104  per  year  per  employee  as  of  1957. 
For  only  those  firms  having  the  benefits,  the  cost  amounted  to  4  per- 
cent of  payroll.-^ 

The  California  study  of  1957  employee  benefit  costs  carried  out  in 
connection  with  this  survey  indicated  that  paid  rest  periods  alone 
amounted  to  4  percent  of  pay  for  time  worked,  11  cents  per  payroll 
hour  actually  worked  and  $198  a  year  per  employee.  The  cost  range 
among  companies  was  extreme — from  $3  to  $349  a  year  per  employee — - 
indicating  considerable  variation  in  practice  and  in  employee  turn- 
over rates.  Given  a  rest  period  totaling  20  minutes  a  day,  an  employee 
in  a  full  work  year  would  be  paid  for  about  80  hours  annually  for  this 
practice,  the  equivalent  of  a  two-week  vacation.  As  in  the  case  of  data 
for  State  employees,  the  rest  period  charges  for  the  most  part  represent 
company  estimates  of  the  hours  spent  and  the  cost  attached  since  actual 
payroll  records  rarely  are  kept  for  this  benefit.  For  this  reason,  the 
cost  data  are  considerably  less  reliable  than  are  those  for  the  other 
time-off  benefits. 

Other  Time-off  Benefits.  Vacations,  holidays,  sick  leave,  and  rest 
periods  constitute  the  major  time-off  benefits  and  account  for  the  chief 
costs  for  compensated  leave.  Many  firms  recognize  various  other  forms 
of  paid  time  off  including  that  for :  (1)  military  service ;  (2)  jury  duty ; 
(3)  witness  duty;  (4)  voting  time;  (5)  personal  reasons ;  and  (6)  union 
business.  For  the  country  generally,  these  forms  of  leave  are  consider- 
ably less  prevalent  than  are  the  time-off  programs  discussed  earlier. 
According  to  the  1957  study  by  the  Chamber  of  Commerce  of  the  United 
States,  only  40  percent  of  participating  companies  paid  for  time  not 
worked  as  a  result  of  military  service,  jury  and  witness  duty  and  vot- 
ing time  and  periods  away  from  the  job  for  personal  reasons.  About 
32  percent  of  the  firms  paid  workers  for  time  off  for  union  business. "^"^ 

Some  other  studies  have  treated  these  various  practices  separately, 
and  it  likely  is  worthwhile  to  take  a  look  at  the  findings.  One  that  also 
was  made  as  of  1957  and  covered  military  leave  practices  indicated 
that  in  60  percent  of  the  firms  surveyed  salaried  employees  received 
paid  time  off  for  short-time  military  training.  Hourly  employees  in 
only  50  percent  of  the  companies  w'ere  reimbursed  for  absences  to 
satisfy  military  training  requirements.^^ 

According  to  the  same  study,  35  percent  of  tlie  surveyed  companies 
granted  hourly  workers  time  off  to  vote,  while  44  percent  did  so  for 
salaried  employees.  Where  paid  time  off  for  voting  was  a,  company 
practice,  tlie  amount  of  hours  off  generally  followed  state  voting  laws. 
This  was  reflected  in  the  majority  practice  of  allowing  two  hours  off.-"*- 

'^  California  Industrial  Relations  Reports.  Number  15  (San  Francisco:  California  De- 
partment of  Industrial  Relations,  Division  of  Labor  Statistics  and  Research,  April, 
1958),  p.   11. 

-'' Frinae  Benefits — 1937,  pp.  13-15,  2:5. 

^"  Ibid.,  p.   22. 

^1  Stieglitz,  op.  cit.,  pp.  25-27. 

3=  Ibid.,  p.   35. 
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The  study  showed,  moreover,  that  salaried  employees  in  86  percent 
of  the  reporting  companies  and  hourly  workers  in  53  percent  lost  no 
pay  when  called  for  jury  duty.  Slightly  more  than  33  percent  of  the 
firms  reported  paid  time  off  for  an  hourly  employee  away  from  work 
because  of  a  death  in  the  family;  85  percent  of  the  surveyed  firms  al- 
lowed salaried  employees  such  paid  time  off.  About  65  percent  of  the 
reporting  firms  allowed  salaried  workers  pay  for  time  lost  because  of 
illness  in  the  family ;  only  8  percent  of  the  firms  extended  this  privilege 
to  hourly  employees.  Almost  68  percent  of  the  firms  allowed  salaried 
employees  paid  time  off  to  serve  as  a  trial  witness ;  in  only  about  15  per- 
cent of  the  firms  was  the  same  allowance  made  for  hourly  employees.^^ 

A  recent  California  study  of  some  of  these  leave  benefits  for  organized 
workers  in  manufacturing  inductries  showed  that  while  provisions 
covering  leaves  of  absence  for  personal  reasons  were  incorporated  in 
the  majority  of  union  agreements,  the  leaves  for  the  most  part  were 
without  pay.^* 

In  regard  to  jury  duty,  the  same  study  disclosed  that  56  percent  of 
workers  under  the  manufacturing  union  agreements  analyzed  were 
covered  by  jury  duty  pay  provisions.^^ 

A  March,  1958,  study  of  benefit  practices  in  about  300  Los  Angeles 
firms  indicated  that  73  percent  of  hourly  workers  and  87  percent  of 
salaried  employees  in  manufacturing  were  covered  by  jury  duty  pay 
provisions.  In  nonmanufacturing  industries,  59  percent  of  hourly  but 
97  percent  of  salaried  employees  did  not  lose  pay  as  a.  result  of  jury 
duty.  Paid  time  off  to  serve  as  a  trial  witness  was  considerably  less 
prevalent.  In  manufacturing,  only  16  percent  of  hourly  and  31  percent 
of  salaried  employees  were  paid  while  serving  as  witnesses.  In  non- 
manufacturing  firms,  23  percent  of  hourly  but  52  percent  of  salaried 
personnel  received  compensation  while  on  witness  duty.^'' 

From  a  cost  standpoint,  the  1957  chamber  of  commerce  survey 
showed  that  payments  for  these  various  kinds  of  leave  averaged  0.5 
percent  of  total  payroll  for  companies  having  such  practices.  For  all 
companies  surveyed,  however,  those  having  these  practices  and  those 
without  them,  these  other  forms  of  leave  benefits  amounted  to  0.2  per- 
cent of  total  payroll,  0.4  cent  per  payroll  hour,  and  $9  per  year  per 
employee.^'^ 

The  benefits  cost  study  for  California  firms  as  of  1957  made  in  con- 
nection with  this  survey  showed  that  the  cost  of  these  items — and  a 
few  other  time-off  benefits  which  did  not  affect  the  figures  to  any  signif- 
icant degree — amounted,  in  companies  having  the  practices,  to  $29  a 
year  per  employee. 

C.     GROUP  INSURANCE  PLANS 

The  development  and  scope  of  specific  group  insurance  programs 
are  treated  below.  Many  group  protection  arrangements,  however,  are 
of  the  "package"  variety — that  is,  two  or  more  kinds  of  coverage  are 
combined  in  one  insurance  policy  or  trust  fund.  Therefore,  some  brief 
discussion  of  the  prevalence  and  cost  of  the  overall  programs  is 
indicated. 


^  Ibid.,  pp.  38-41. 

^*  California  Industrial  Relations  Reports,  Number  15,  p.  12. 

^^Ihid.,  p.  13. 

""  Source  is  confidential. 

^Fringe  Benefits — 1951,  pp.  13-15,  22-23. 


96  COMMITTEE  ON  GOVERNMENTAL  ADMINISTRATION 

The  1957  stiTcly  of  benefit  costs  in  California  firms  that  was  made 
for  this  report  showed  that  all  but  a  handful  of  small  companies  had 
some  kind  of  group  insurance  or  other  protection  program  for  their 
employees.  Typically,  these  arrangements  offered  group  life  insurance, 
accidental  death  and  dismemberment  insurance,  and  various  kinds  of 
medical  expense  protection.  Some  accident  and  sickness  insurance  plans 
also  were  included  in  the  group  arrangements. 

For  all  surveyed  companies  having  some  forms  of  group  protection 
against  the  risks  of  death  or  dismemberment  of  the  wage  earner,  medical 
expenses,  and  interruption  of  wages  owing  to  disability,  the  1957  per 
employee  cost  averaged  $105.  In  relation  to  pay  for  time  worked,  these 
programs  made  up  more  than  2  percent ;  they  cost,  on  an  average,  6 
cents  for  each  hour  actually  worked. 

Where  the  group  arrangements  were  contributory — and  this  was  the 
case  in  about  one-half  of  the  participating  firms — the  company  costs 
were  less  than  the  general  average.  In  these  instances,  firms  paid  about 
$93  a  year.  Employees,  on  an  average,  paid  $59  annually  as  their  share 
of  the  group  protection.  The  combined  yearly  cost  of  contributory  plans 
thus  amounted  to  $152  as  compared  with  the  $105  average  for  all  firms. 

The  nature,  the  extent,  and  the  cost  of  group  life  insurance,  including 
accidental  death  and  dismemberment  insurance,  and  of  medical  expense 
plans  are  briefed  in  the  paragraphs  that  follow.  Since  group  accident 
and  sickness  insurance  is  so  closely  related  to  sick  leave  and  the  legis- 
lated disability  program,  and  since  information  concerning  the  three 
programs  so  often  is  integrated,  that  form  of  group  coverage  was 
treated  in  the  preceding  section  on  paid  sick  leave. 

Group  Life  Insurance.  One  of  the  oldest  forms  of  employee  bene- 
fits, group  life  insurance  programs  afford  workers  and  their  families 
with  a  major  source  of  protection  against  the  risk  of  death  of  the  wage 
earner.  Group  policies — principally  of  the  term  variety — were  estimated 
to  have  covered  35.4  million  workers — about  one-half  of  tlie  Nation's 
civilian  nonagricultural  work  force — and  2.7  million  of  their  dependents 
as  of  the  end  of  1957.  Indicative  of  the  continuing  growth  in  this  form 
of  coverage,  more  new  group  life  insurance  was  purchased  in  1957  than 
was  in  force  in  1939.^^ 

For  selected  employees  in  California,  group  life  insurance  coverage  is 
considerably  more  extensive  than  that  indicated  for  all  wage  and 
salaried  workers  on  a  nationwide  scale.  A  January,  1958,  study  of  fringe 
benefits  practices  for  office  workers  in  the  San  Francisco-Oakland  area 
showed  that  95  percent  of  the  employees  surveyed  had  such  protec- 
tion.^'' 

An  unpublished  study  of  personnel  practices  in  about  300  Los  Angeles 
companies  as  of  March,  1958,  indicated  for  the  manufacturing  group 
that  99  percent  of  hourly  workers  and  98  percent  of  salaried  employees 
had  group  life  insurance  coverage.  In  nonmanufacturing  firms,  99  per- 
cent of  the  hourlj^  workers  and  96  percent  of  salaried  employees  were 
covered.^'' 


^^  Life  Insurance  Fact  Book — 1958    (New  York:   Institute   of  Life   Insurance,    1958), 

pp.  26-29. 
^^Proceedings  of  a  Conference  on  Labor  Relations  in  Public  Employment   (Berkeley, 

April  19,  1958),  p.  37. 
*"  Source  is  confidential. 
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The  cost  of  group  life  insurance  programs  has  advanced  over  the 
years  as  average  amounts  of  benefits  have  been  increased  to  keep  pace 
Avith  rising  average  annual  earnings  and  as  protection  has  been  extended 
to  more  workers  and  their  families.  Notable  in  this  extension  of  coverage 
has  been  the  trend  toward  bringing  workers'  dependents  and  retired 
employees  under  the  group  plans.  The  cost  to  employers  also  has  in- 
creased as  a  result  of  another  trend,  that  of  employers  assuming  a 
greater  share  of  the  benefit  costs.  Findings  of  the  1958  unpublished 
study  of  personnel  practices  within  approximately  300  Los  Angeles 
companies  that  was  referred  to  above,  for  example,  indicated  that  em- 
ployers met  the  full  costs  of  group  life  insurance  for  73  percent  of 
hourly  and  65  percent  of  salaried  workers  in  manufacturing  industries. 
In  the  nonmanufacturing  group,  employer-financed  plans  were  some- 
what less  prevalent;  companies  paid  the  full  cost  of  the  coverage  for 
42  percent  of  hourly  workers  and  32  percent  of  salaried  employees. 

For  the  Country  as  a  whole,  total  employer  and  employee  contribu- 
tions for  group  life  insurance  and  death  benefits  in  1956  have  been 
estimated  at  994.8  million  dollars,  with  this  amount  constituting  0.5 
percent  of  aggregate  wages  and  salaries.  Indicative  of  the  upward 
trend  in  expenditures  for  this  benefit,  contributions  in  1954  were  esti- 
mated at  741.1  million  dollars.^^ 

In  the  study  of  California  employee  benefit  costs  as  of  1957,  con- 
ducted for  the  purposes  of  this  report,  companies  having  group  life 
insurance  and  accidental  death  and  dismemberment  insurance  plans 
were  found  to  have  contributed  $28  a  year  per  employee  for  this  kind 
of  protection.  Contributory  plans  prevailed  in  some  of  the  surveyed 
firms.  In  these  instances,  the  companies  paid  less  than  the  overall  aver- 
age— $26  as  compared  to  $28  for  all  firms.  Employees  under  contribu- 
tory plans  paid  an  average  of  $31  annually  for  this  benefit.  While  the 
average  for  all  companies  providing  this  benefit  was  $28  per  employee 
in  1957,  the  range  in  costs  was  considerable.  One  firm  paid  as  little  as 
$8  a  year  per  employee  and  another,  as  much  as  $45. 

Medical  Expense  Arrangements.  Group  insurance  to  provide  pro- 
tection against  the  costs  of  hospitalization  and  surgery  can  be  traced 
back  to  the  early  1900 's  when  provisions  covering  these  risks  began 
being  incorporated  in  loss-of-income  policies.  General  public  acceptance 
of  these  forms  of  coverage  developed  gradually.  The  start  of  the  Blue 
Cross  movement  in  the  depression  years  of  the  1930  's  stimulated  interest 
in  the  hospital  expense  plans.  Insurance  companies,  at  about  that  same 
time,  began  providing  hospital  expense  benefits  in  separate  plans,  and 
in  1939  surgical  expense  insurance  first  was  made  available  apart  from 
loss-of-income  coverage.  After  the  surgical  expense  insurance  offered  by 
insurance  carriers  began  attaining  popularity,  the  Blue  Shield  move- 
ment was  launched  to  provide  a  service  plan  for  surgical  expenses.  Pro- 
tection against  other  medical  expenses  began  to  be  offered  about  1944, 
often  through  an  extension  of  a  surgical  insurance  contract.  Today, 
hospital,  surgical  and  medical  expense  benefits  frequently  are  provided 
by  the  same  policy.^^ 

"  Skolnik  and  Zisman,  op.  cit.,  p.   6. 

*2  The  Health  Insurance  Story,  pp.  15-18. 
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In  recent  years,  various  other  kinds  of  prepaid  medical  expense  plans 
have  developed.  Some — the  Kaiser  Health  Foundation,  for  example — 
are  direct  service  group  practice  plans  and  co-ordinate  hospital,  suro-i- 
cal,  and  medical  care. 

A  relatively  recent  innovation  in  the  medical  expense  field  has  been 
the  introduction  of  major  medical  insurance.  This  coverage  was  devised 
to  supplement  or  offset  some  of  the  limitations  and  deficiencies  of  con- 
ventional insured,  Blue  Cross-Blue  Shield,  and  various  other  plans 
which  generally  provide  protection  only  against  the  ordinary  costs  of 
medical  care.  The  first  known  major  medical  insurance  plan  was  de- 
veloped in  1949,  and  since  that  time  the  number  has  grown  remarkably. 
Somewhat  more  recently,  comprehensive  plans  have  been  developed  to 
replace  existing  basic  coverage  and  to  provide  protection  against  both 
major  and  minor  medical  expenses  in  a  single  ' '  package. ' '  *^ 

In  terms  of  coverage,  hospitalization  has  been  the  most  common  type 
of  group  medical  expense  protection.  For  the  United  States  as  a  whole, 
the  estimated  number  of  wage  and  salary  workers  and  their  dependents 
covered  by  hospitalization  benefits  approximated  89  million  in  1956. 
The  35.5  million  of  these  who  were  wage  and  salarj^  Avorkers  constituted 
63  percent  of  the  wage  and  salary  labor  force.  Surgical  expense  plans 
followed  closely  in  prevalence,  with  82.1  million  of  these  employees 
and  their  dependents  protected;  the  33.1  million  workers  covered  made 
up  59  percent  of  the  wage  and  salary  labor  force.  Other  medical  care 
benefits  protected  54.6  million  of  these  employees  and  their  dependents, 
with  the  employees  so  covered,  22.6  million,  accounting  for  40  percent 
of  the  wage  and  salary  workers.  Major  medical  expense  arrangements 
— both  the  supplemental  and  comprehensive  plans — were  provided  for 
significantly  fewer  workers  and  their  families.  In  1956,  such  plans  were 
estimated  to  have  covered  3.6  million  wage  and  salary  workers  and  4.7 
million  of  their  dependents  for  a  total  of  8.3  million.  Protection  under 
these  major  medical  plans  has  gained  sharply,  since  1956,  however,  and 
can  be  expected  to  take  in  increasing  numbers  of  employees  and  their 
families  in  years  to  come.  Indicative  of  the  rapid  growth  of  this  form 
of  protection,  coverage  under  such  group  arrangements  was  about  15 
times  greater  in  1956  than  in  1952."*^ 

Several  studies  point  up  the  extent  of  medical  expense  coverage  in 
California.  An  analysis  of  collective  bargaining  agreements,  for  ex- 
ample, showed  that  as  of  January,  1957,  about  83  percent  of  all  em- 
ployees working  under  union  contracts  were  covered  by  negotiated 
health  and  welfare  plans  providing  some  hospital,  surgical,  or  other 
medical  care  benefits.'*'"* 

A  study  of  fringe  benefit  practices  among  officeworkers  in  the  San 
Francisco-Oakland  area  as  of  January,  1958,  indicated  that  81  percent 
of  the  officeworkers  surveyed  were  covered  by  hospitalization  and  sur- 
gical insurance.  Seventy  percent  had  other  medical  care  benefits  and 
36  percent,  major  medical  insurance.'*^ 

^3  Major  Medical  Insurance — An  Analysis  of  Evolving  Patterns,  Industrial  Relations 
Memo  Number  134  (New  York:  Industrial  Relations  Conselors,  Inc.,  October  1, 
1957),  pp.   1-3. 

**  Skolnik  and  Zisman,  op.  cit.,  p.  5. 

^=  California  Industrial  Relations  Reports,  Number  13  (San  Francisco:  California  De- 
partment of  Industrial  Relations,  Division  of  Labor  Statistics  and  Research,  May, 
1957),  p.  3. 

*^  Proceedings  of  Conference  on  Labor  Relations  in  Public  Employment,  p.  37. 
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According  to  a  March,  1958,  unpublished  study  of  personnel  prac- 
tices in  about  300  Los  Angeles  area  firms,  94  percent  of  hourly  em- 
ployees and  91  percent  of  salaried  employees  in  manufacturing  com- 
panies were  covered  by  basic  hospital,  surgical,  and  medical  expense 
programs.  In  the  nonmanufacturing  group,  63  percent  of  hourly 
workers  and  67  percent  of  salaried  employees  came  under  such  ar- 
rangements. For  major  medical  coverage — including  comprehensive 
plans — 51  percent  of  hourly  and  60  percent  of  salaried  employees  in 
manufacturing  companies  had  such  protection.  The  proportions  cov- 
ered in  the  nonmanufacturing  companies  were  considerably  lower — 21 
percent  of  hourly  and  44  percent  of  salaried  employees.^'^ 

Nationwide,  estimated  total  employers  and  employee  contributions 
to  medical  expense  plans  amounted  to  almost  $2.6  billion  in  1956.  In- 
dicative of  the  increase  in  cost,  the  amounts  companies  and  their 
workers  paid  for  medical  protection  in  1956  was  about  26  percent 
higher  than  in  1954.  In  1956,  these  contributions  for  hospitalization 
amounted  to  .74  percent  of  aggregate  wages  and  salaries.  Surgical  and 
medical  benefit  contributions  were  .41  percent,  and  major  medical  ex- 
pense, .04  percent. ^^ 

Some  cost  information  is  available  for  these  group  medical  expense 
plans  in  California.  According  to  an  analysis  of  union  contracts  in 
effect  as  of  January,  1957,  the  average  California  employer  contribu- 
tion for  negotiated  health  and  welfare  plans  specifying  a  money  amount 
was  $12.35  a  month  per  full-time  employee.  Some  of  these  contracts 
included  provision  for  weekly  cash  sickness  disability  benefits,  but  for 
the  most  part  the  cost  figure  relates  to  prepaid  medical  care  service. 
No  cost  information  was  available  concerning  medical  plans  for  which 
employers  agreed  to  provide  a  set  of  benefits  rather  than  a  specified 
money  amount.  It  might  be  noted  tht  the  study  showed  that  employers 
paid  the  full  cost  for  89  percent  of  California  workers  under  nego- 
tiated health  and  welfare  plans.^^ 

The  findings  of  the  special  study  of  1957  employee  benefit  costs  in 
California  firms  indicated  that  company  costs  for  medical  expense  plans 
averaged  $61  a  year  per  employee  in  1957  in  those  firms  having  such 
arrangements.  Contributions  amounted  to  something  more  than  three 
cents  per  hour  for  hours  actually  worked. 

About  one-half  of  the  medical  expense  plans  were  contributory,  ac- 
cording to  the  survey  results.  In  these  cases  the  employers  paid  a 
smaller  amount,  on  the  average,  than  did  all  companies  having  the 
plans.  The  average  1957  cost  to  the  firms  for  contributory  programs 
was  $46  per  employee ;  that  to  the  workers  was  $42. 

D.     UNEMPLOYMENT  BENEFITS 

With  the  onset  of  the  depression  of  the  1930  's,  there  developed  fairly 
general  public  demand  for  some  form  of  governmental  program  to  fur- 
nish income  maintenance  to  unemployed  workers.  As  a  result,  the 
framework  for  federal-state  systems  of  unemployment  insurance  was 
incorporated  in  the  Social  Security  Act  of  1935.  The  provisions  in  the 

"  Source  is  confidential. 

**  Skolnik  and  Zisman,  op.  cit.,  pp.  5-6. 

*<>  California  Indxistrial  Relations  Reports,  Number  13,  pp.  4-9. 
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Act  called  for  a  3  percent  tax  on  certain  payrolls  and  permitted  those 
states  enacting  nnemployment  insurance  legislation  a  tax  offset  of  2.7 
percent  to  operate  such  programs.  Very  shortly  after  the  act  was  passed, 
all  states,  Alaska,  and  Hawaii  put  unemployment  insurance  systems 
into  effect. 

Since  that  time,  increasing  numbers  of  persons  have  come  under  the 
programs  as  coverage  has  been  liberalized  and  as  the  labor  force  and 
employment  have  expanded.  In  California,  about  3.6  million  workers 
out  of  a  total  estimated  civilian  employment  of  5.6  million  were  covered 
by  the  program  as  of  1957.  The  major  excluded  groups  were  railroad, 
government,  agricultural,  and  domestic  workers.  Some  nonprofit  or- 
ganizations also  had  not  elected  voluntary  coverage.  Kailroad  employees 
are,  of  cour.se,  covered  under  a  separate  federal  program.  Except  in  a 
very  few  states  where  contributor}-  programs  are  in  effect,  the  cost  of 
unemployment  insurance  is  met  by  the  employers.  These  employers  pay 
0.3  percent  of  taxable  wages  (the  first  $3,000  of  employees'  annual 
earnings)  as  a  federal  tax.  Experience  rating  in  effect  in  the  states 
permits  emploj^ers  to  pay  state  taxes  which  in  a  general  way  are  related 
to  the  unemployment  benefits  charged  against  their  accounts.  In  Cali- 
fornia, depending  upon  unemployment  experience,  employers  may  be 
charged  no  state  tax  at  all  or  it  may  go  as  high  as  2.7  percent  of  tax- 
able payrolls. 

In  the  1957  study  of  fringe  benefits,  the  Chamber  of  Commerce  of 
the  United  States  found  that  99  percent  of  the  participating  employers 
paid  the  federal  unemployment  insurance  tax  and  that  97  percent  of 
the  companies  paid  state  taxes.  For  those  firms  paying  these  two  taxes, 
the  cost  amounted  to  1  percent  of  total  payroll.  For  all  companies  in 
the  survey,  including  those  not  coming  under  the  unemployment  in- 
surance program,  the  costs  still  approximated  1  percent  of  total  pay- 
roll. As  cents  per  payroll  hour,  the  charges  come  to  2.3;  on  a  per  capita 
basis,  the  annual  cost  was  $44.^^ 

To  give  an  idea  of  the  volume  of  taxation  for  this  program,  California 
employers  in  1957  contributed  $154  million  to  the  State  alone.  The 
average  tax  rate  for  California  firms  in  that  year  was  1.39  percent. 
Including  the  0.3  percent  federal  tax,  employers  contributed  on  an 
average  at  the  rate  of  1.69  percent  of  taxable  wages  in  1957.  The  1957 
cost  study  made  in  connection  with  this  report  showed  that  the  par- 
ticipating companies,  on  an  average,  paid  taxes  of  $33  per  job  for  the 
unemployment  insurance  program. 

"While  statutory  unemployment  insurance  programs  provide  the  basic 
floor  of  protection  for  the  majority  of  workers,  there  are  some  other 
programs  which  furnish  income  maintenance  to  unemployed  persons. 
One  of  the  oldest  kinds  of  arrangements  is  the  guaranteed  wage  or  em- 
ployment plan.  Variations  of  these  plans  have  not  met  with  general 
management  or  labor  acceptance,  and  such  programs  as  are  in  existence 
today  cover  only  a  few  thousand  workers.  Another  arrangement  that 
has  been  in  effect  for  some  considerable  time  is  the  separation  or  termi- 
nation pay  allowance.  Generally  paid  to  workers  being  dismissed  per- 
manently, these  plans  are  traditional  in  a  few  industries  but  have  not 
been  placed  in  effect  on  any  wide  basis.  The  Chamber  of  Commerce  of 
the  United  States  found,  for  example,  that  only  11  percent  of  the  sur- 

»  Fringe  Benefits — 1957,  pp.  13-15,  22-23. 
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veyed  firms  paid  termination  allowances  in  1957.  For  those  firms  paying 
termination  benefits,  the  cost  amounted  to  0.3  percent  of  total  payroll.^^ 
Relatively  new  in  the  private  jobless  pay  field  are  the  supplemental 
unemployment  benefit  plans  that  have  been  inaugurated  in  several  mass 
production  industries.  First  accepted  in  1955,  the  programs  today  pro- 
tect several  million  workers,  principally  in  the  automobile  and  equip- 
ment industry,  primary  and  fabricated  metal  products,  rubber  products, 
glass  products,  food  processing,  furniture  and  fixtures,  and  aircraft  and 
parts  manufacture.  In  building  up  trust  funds  or  security  benefit 
accounts,  companies  may  pay  as  little  as  three  cents  or  as  much  as  10 
cents  per  employee  hour  worked  for  those  workers  covered  by  the  plans. 
The  chamber's  1957  study  indicated  that  8  percent  of  the  surveyed 
companies  made  contributions  to  privately  financed  unemployment 
benefit  plans.  As  a  proportion  of  payroll,  contributions  by  these  com- 
panies amounted  to  1.4  percent.^" 

E.     WORKMEN'S  COMPENSATION 

One  of  the  oldest  forms  of  social  legislation  in  this  country,  the  first 
of  the  state  workmen's  compensation  programs  was  passed  in  1910.  The 
California  law  was  enacted  in  1911.  The  programs  are  intended  to  pro- 
tect workers  against  the  effects  of  injury  on  the  job,  charging  employers 
with  liability  for  work  injury.  The  programs  vary  widely  in  benefits, 
coverage,  and  eligibility  among  the  states.  In  general,  however,  they 
provide  for  the  payment  of  medical  expenses,  death  benefits,  disability 
benefits  (income  maintenance),  and,  in  some  cases,  benefits  to  families 
of  injured  workers. 

Since  the  programs  relate  to  disabilities  incurred  in  the  course  of 
employment,  it  has  frequently  been  argued  that  they  are  part  of  a 
company's  production  costs  rather  than  being  a  benefit  to  employees. 
Because  the  programs  are  included  in  many  employee  benefit  surveys 
and  because  of  their  interrelationship  to  other  benefit  plans,  workmen's 
compensation  programs  are  being  treated  here  without  consideration 
of  whether  they  are  or  are  not  benefit  plans. 

The  chamber's  1957  survey  indicated  that  93  percent  of  the  partici- 
pating companies  came  under  the  programs.^^  California  generally 
offers  wider  coverage  than  is  true  for  the  Nation  as  a  whole.  Generally 
speaking,  the  California  Act  covers  all  employers  operating  within  the 
State,  including  public  as  well  as  private  establishments.^^ 

In  terms  of  cost,  companies  included  in  the  chamber's  study  and 
contributing  to  the  program  spent  0.8  percent  of  payroll  in  1957.  For 
all  firms  surveyed,  costs  averaged  0.7  percent  of  total  payroll,  1.6  cents 
per  hour  worked,  and  $32  per  year  per  employee.^^ 

For  firms  in  California,  those  participating  in  the  program  spent 
one-half  of  1  percent  of  pay  for  time  worked  in  1957,  according  to  the 
results  of  the  special  survey  of  benefit  costs  in  California  companies. 
Expressing  the  expenditures  in  other  ways,  they  amounted  to  one  cent 
per  hour  for  hours  actually  worked  and  where  $23  per  year  per  em- 
ployee. 

»7brrf.,  pp.  22-23. 

B2  Ibid. 

^Fringe  Benefits — 1957,  p.  22. 

^Digest  of  California  Labor  Laws.  Eigrhth  Edition    (San  Francisco:  California  State 

Cliamber  of  Commerce,  December,   1957),  p.   23. 
^Fringe  Benefits — 1957,  pp.  13-15,  23. 
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F.     OTHER  BENEFIT  PROGRAMS 

Employees  of  mail}'  establishments  benefit  from  various  other  kinds 
of  programs  as  firms  devise  special  arrangements  to  meet  particular 
industrial  relations  or  work  force  situations.  Among  these  programs 
found  in  companies  are:  (1)  thrift  and  savings  plans;  (2)  employee 
recreational  programs;  (3)  educational  tuition  refunds  and  scholar- 
ships; (4)  Christmas  and  other  special  bonuses  and  service  awards; 
(5)  company  libraries;  (6)  free  or  low-cost  food  services;  (7)  discounts 
on  company  goods  and  services;  and  (8)  free  parking.  Suggestion  plans 
frequently  are  considered  to  be  part  of  an  employee  benefit  program 
since  employees  are  rewarded  in  money  or  in  some  other  way  for  sug- 
gestions which  work  to  the  benefit  of  their  firms.  Arguments  also  are 
made  against  the  inclusion  of  this  program,  however,  on  the  basis  that 
a  company  profits  from  a  valuable  suggestion. 

The  chamber's  1957  study  gave  some  cost  information  concerning 
these  miscellaneous  plans.  Fourteen  percent  of  the  surveyed  firms  pro- 
vided discounts  on  company  goods  and  services  for  a  cost  of  0.8  percent 
of  their  total  payroll.  Miscellaneous  payments  (free  meals,  payments 
to  needy  employees,  tuition  refunds,  savings  and  stock  purchase  plans, 
and  the  like)  were  made  by  10  percent  of  the  participating  companies 
and  accounted  for  1.6  percent  of  their  total  pa,yroll.  Christmas  and 
other  special  bonuses,  service  awards,  suggestion  awards,  and  similar 
payments  were  found  in  the  plans  of  46  percent  of  the  surveyed  firms 
and  cost  those  companies  1.7  percent  of  total  payroll. ^"^ 

Kesults  of  the  special  survey  of  1957  employee  benefit  costs  in  Cali- 
fornia firms  made  in  connection  with  this  report  showed  that  the  total 
costs  of  special  company  benefit  programs  came  to  $55  per  emploj-ee 
annually.  They  amounted  to  about  1  percent  of  pay  for  the  time  worked 
and  to  three  cents  per  hour  for  the  hours  actually  worked. 

G.     SUMMARY  AND  ANALYSIS  OF  THE  TOTAL  COST  TO 
COMPANIES  OF  EMPLOYEE  BENEFIT  PROGRAMS 

Presented  above  has  been  a  general  outline  of  the  kinds  of  benefit 
programs  characteristically  found  in  private  industry  today,  their  cov- 
erage, and  their  costs.  Much  of  the  information  presented,  however,  was 
by  way  of  background.  For  purposes  of  summarizing  costa  data  in 
private  industry,  the  findings  of  the  special  study  made  in  connection 
with  this  survey  are  being  used. 

The  California  firms  participating  in  this  special  activity  covered  a 
wide  variety  of  industries.  Aircraft  companies,  public  utility  firms, 
department  stores,  banks  and  finance  companies,  machine  shops,  chemi- 
cal products  manufacturers,  and  electronics  and  instrument  manufac- 
turers were  among  the  many  co-operating  firms.  In  addition  to  the 
industrial  diversity,  these  firms  also  varied  greatly  in  size.  The  cost  data 
collected,  moreover,  were  on  the  same  basis  as  those  in  the  survey  of 
state  benefits,  making  it  possible  to  compare  benefits  and  benefit  ex- 
penditures. It  is  believed  that  the  information  supplied  by  firms  partici- 
pating in  this  special  survey  is  reasonably  representative  of  California 
industry  in  general. 

^  Ibid.,  pp.  22-23, 
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As  the  foregoing  discussion  indicated,  most  workers  in  California's 
private  industry  have  some  basic  protection  against  the  major  risks  of 
income  loss.  Through  the  legislated  pension  system,  the  California  em- 
ployees are  covered  by  a  basic  retirement  plan  which  also  affords  sur- 
vivors' protection  and  dependents'  benefits  and  allows  for  early 
disability  retirement.  The  state  unemployment  insurance  program  pro- 
vides jobless  workers  with  some  income  while  they  are  seeking  reem- 
ployment. 

The  California  Temporary  Disability  Insurance  program  assures 
workers  disabled  off  the  job  with  some  income  and  hospital  benefits  for 
a  limited  period  of  time.  The  workmen's  compensation  program  pro- 
tects employees  injured  on  the  job  against  income  loss  and  medical 
expenses. 

Private  employee  benefit  plans  do  not,  of  course,  offer  the  same 
universal  protection.  In  the  majority  of  companies,  however,  workers 
are  covered  by  group  life  insurance  and  by  various  kinds  of  medical  ex- 
pense arrangements.  Most  workers,  too,  are  under  a  private  retirement 
plan  which  supplements  the  legislated  program.  Paid  vacations,  holi- 
days, and  rest  periods  have  become  general  and  such  benefits  were 
found  in  all  of  the  programs  of  the  surveyed  firms.  Other  forms  of 
paid  time  off  are  somewhat  less  prevalent,  but  many  companies  provide 
compensated  sick  leave  and  some  pay  to  workers  while  they  are  serv- 
ing in  the  armed  forces,  as  jurors  and  as  witnesses,  and  while  they  are 
taking  care  of  personal  or  union  business.  Most  companies,  too,  offer 
various  miscellaneous  benefits  which  supplement  emploj^ees'  wage  in- 
come, assist  them  in  furthering  their  education,  and  make  their  work- 
ing conditions  more  pleasant. 

The  companies  that  co-operated  in  the  special  survey  spent  an  av- 
erage of  $1,043  per  employee  on  benefit  programs  during  1957.  This 
expenditure,  however,  must  be  recognized  as  an  average.  It  included 
some  costs  of  individual  companies  that  were  well  in  excess  of  the  $1,043 
and  others  that  were  considerably  below  it.  To  illustrate  the  range,  one 
firm  spent  $1,610  and  another,  $265. 

As  has  been  pointed  out  earlier  in  this  study,  benefit  cost  computa- 
tions can  be  made  that  relate  to  total  pay  and  to  the  total  number  of 
hours  paid  for.  The  benefit  costs  also  can  be  related  to  pay  for  the  time 
that  was  actually  worked  and  to  the  hours  that  were  actually  worked. 
The  distinction  between  these  two  approaches  is,  of  course,  that  com- 
pensated time-oft'  data  are  included  in  the  total  pay  and  hours  figures 
and  are  excluded  from  the  figures  pertaining  to  pay  for  the  time  worked 
and  the  hours  actually  Avorked.  Calculations  using  the  pay  and  the 
hours  figures  which  exclude  the  paid  time  oft'  appear  to  offer  the  more 
meaningful  approach.  Not  only  do  they  bypass  variations  in  compen- 
sated leave  allowances  but  they  also  show  what  a  productive  hour  of 
work  costs  and  what  benefit  charges  amount  to  as  a  proportion  of  pay 
for  time  actually  worked.  Because  the  State  data  were  shown  in  both 
ways,  however,  the  overall  benefit  cost  figures  for  firms  in  private  in- 
dustry also  were  being  presented  in  this  manner. 

The  average  company  contributions  to  employee  benefit  programs  in 
1957  represented  19.9  percent  of  total  pay  and  22.5  percent  of  pay  for 
the  time  that  was  worked.  The  company  costs  amounted  to  51  cents  an 
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hour  for  total  compensated  hours  and  to  58  cents  an  hour  for  the 
hours  actually  worked. 

AVhat  the  company  costs  amounted  to  as  a  whole  is  a  valuable  figure 
for  overall  comparisons.  Contributions  for  the  separate  benefit  items 
also  need  to  be  considered  in  evaluating  the  cost  of  the  programs.  In 
the  table  that  follows  expenditure  information  for  the  different  com- 
pany benefits  is  detailed.  The  cost  data  for  each  of  the  programs  were 
calculated  only  for  those  firms  having  the  specific  programs.  For  this 
reason  the  percentages  and  the  money  amounts  do  not  add  to  the  totals 
given  above  for  all  surveyed  companies. 

COMPANY  COST  OF   EMPLOYEE   BENEFIT  PROGRAMS    IN    1957 
RESULTS  OF  SPECIAL  SURVEY 

Percent     Centa  per  hour 

of  pay  for  hours           Dollars  per 

for  time  actunUy  year  per 

Benefit  item                                                                 icorked  uorked  employee 

Retirement  plans 5.4  $0.14  $2.52 

Federal  Old-Age,  Survivors  and  Disability 

Insurance  2.1  O.O.")  96 

Private  retirement  plans 3.3  O.Of)  156 

Time-off  benefits 

Vacations    3.0  0.08  136 

Holidavs    2.-5  0.07  114 

Sick  leave 1.9  0.05  86 

Rest  periods 4.3  0.11  198 

Other 0.6  0.02  29 

Group  insurance  programs 2.3  0.06  105 

Unemployment  insurance 0.8  0.02  35 

AVorkmen's  compensation 0.5  0.01  23 

Special  benefits 1.2  0.03  55 

The  cost  of  benefit  programs  to  employees  in  1957,  according  to 
the  survey  findings,  was  considerably  less  than  that  for  companies.  All 
employees  contributed  to  the  Federal  Old-Age,  Survivors,  and  Dis- 
ability Insurance  program  and  most  of  them  to  the  California  Tempo- 
rary Disability  Insurance  program.  A  substantial  number  contributed, 
too,  to  private  retirement  plans  and  to  medical  expense  arrangements. 
A  somewhat  smaller  number  paid  toward  group  life  insurance.  If  a 
worker  made  pajmients  toward  all  these  programs,  his  average  annual 
contribution  would  have  approximated  $275  in  1957. 


SECTION  VI 

MAJOR  PROBLEM  AREAS  FOR  LEGISLATIVE 
CONSIDERATION 

On  the  basis  of  the  analysis  of  existing  state  employee  benefit  pro- 
grams conducted  for  this  study  and  the  survey  made  of  practices  in 
private  industry,  certain  conclusions  have  been  reached  with  respect  to 
issues  requiring  legislative  consideration.  These  conclusions  have  been 
supplemented  by  an  analysis  of  various  bills  now  pending  before  the 
committee  and  bills  which  were  considered  during  recent  legislative 
sessions.  An  analysis  also  was  made  of  the  various  proposals  which  from 
time  to  time  were  developed  by  organizations  representing  state  em- 
ployees and  teachers.  Among  the  large  number  of  unsolved  problems  in 
the  general  field  of  employee  benefit  programs  covered  in  this  report, 
several  major  problem  areas  have  been  identified  as  particularly  worthy 
of  special  legislative  review. 

The  following  major  problem  areas  appear  to  merit  legislative  con- 
sideration : 

(a)  Establishing  objective  criteria  for  membership  classification  in 
the  State  Employees'  Retirement  System. 

(b)  Consideration  of  survivors'  benefits  for  state  employees  and 
public  school  teachers  through  amendments  of  existing  state 
retirement  programs  or  through  co-ordination  with  Federal 
Social  Security. 

(c)  Consideration  of  the  advisability  of  providing  unemployment 
insurance  protection  for  state  employees. 

(d)  Consideration  of  the  advisability  of  providing  group  life  in- 
surance coverage  for  state  employees  and  public  school  teachers. 

(e)  Consideration  of  the  advisability  of  providing  group  medical, 
hosjiital  and  surgical  benefits  for  state  employees,  public  school 
teachers,  and  their  dependents. 

(f )  Consideration  of  the  need  for  improving  or  adding  certain  facili- 
ties such  as  parking  for  use  of  state  employees. 

(g)  Establishing  a  required  system  of  uniform  reporting  by  all 
school  districts  covering  employee  compensation,  benefits,  and 
conditions  of  employment. 

These  problem  areas  are  broad  in  nature  and  require  for  their  solu- 
tion further  study  and  consideration  by  the  Senate  committee.  None  of 
them  deals  with  particular  minutiae  or  detailed  provisions  of  existing 
laws,  however  important  such  details  may  be.  Each  of  them  lends  itself 
to  a  number  of  alternative  approaches  which  the  Legislature  needs  to 
explore. 

A.     ESTABLISHING  OBJECTIVE  CRITERIA  FOR  CLASSIFICATION  OF 
MEMBERSHIP  IN  THE  STATE  EMPLOYEES'  RETIREMENT  SYSTEM 

Recurring  proposals  for  special  legislation,  which  may  more  ap- 
propriately be  referred  to  as  "preferential  legislation,"  are  increasing 
steadily.  Any  legislative  proposal  aiming  to  provide  a  few  members  or 

( 105  ) 
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a  small  group  of  members  with  special  or  modified  provisions  falls  into 
this  category  unless  the  preferential  provisions  are  based  on  definite, 
logical,  well  understood  and  well  accepted  criteria. 

The  reason  for  such  proposals  lies  in  the  natural  desire  of  people 
to  get  as  much  as  they  can  for  themselves.  However,  it  is  essential  for 
legislators  to  be  aware  of  the  objections,  shortcomings,  dangers,  and 
consequences  of  any  such  proposals. 

There  appear  to  be  too  many  attempts  to  obtain  benefits  for  a  limited 
few.  The  financial  impact  is  not  the  only  issue  in  this  matter.  AYhat  is 
equally  important  is  the  impairment  that  occurs  in  the  philosophy 
underlyiug  the  retirement  system.  Such  proposals  for  preferential 
treatment  generally  violate  the  basic  purposes  and  objectives  of  a  re- 
tirement sj^stem.  Early  retirement,  for  example,  on  full  benefits  con- 
stitutes a  departure  from  the  true  concept  of  a  pension.  Instead  of 
being  a  payment  on  account  of  superannuation,  it  is  transformed  into 
a  special  bonus.  This  is  fundamentally  objectionable  unless  a  real  basis 
is  established  for  the  contention  that  a  certain  group  truly  faces  the 
danger  of  early  superannuation  because  of  the  nature  of  the  occupation. 
Preferential  legislation  establishes  dangerous  precedents  in  connec- 
tion with  pension  proposals.  If  one  group  of  emploj^ees  is  granted  a 
certain  type  of  provision,  the  demand  inevitably  arises  from  other 
groups  for  similar  provisions.  One  change  of  a  preferential  nature  in- 
vites another.  A  deterioration  process  sets  in  which  seriously  jeopar- 
dizes the  successful  operation  of  a  retirement  plan. 

In  addition  to  the  so-called  "Miscellaneous"  classification  to  which 
the  great  majority  of  state  emploj'ees  belong,  several  groups  of  em- 
ployees have  been  singled  out  and  placed  into  special  classifications. 
Members  in  these  special  classifications  enjoy  greater  benefits  than  the 
"Miscellaneous"  members.  At  present  there  are  six  such  special  classi- 
fications covering:  (1)  Patrol  Members;  (2)  AVarden  Members;  (3) 
Forestry  Members;  (4)  Prison  Members;  (5)  Narcotic  Enforcement 
Members;  and,  (6)  Law  Enforcement  Members. 

The  criteria  for  the  establishment  of  these  special  classifications  have 
obviously  been  law  enforcement  and  fire  fighting.  This  of  course,  is  not 
unique  since  "safety"  employees  generally  enjoy  advantages  with  re- 
spect to  their  retirement  programs  which  are  greater  than  those  af- 
forded to  other  public  employees.  The  underlying  presumptions  are 
greater  than  average  hazard  and  earlier  superannuation.  The  establish- 
ment of  the  six  special  classifications  reflects  these  presumptions.  For 
example,  the  Patrol  members  enjoy  greater  advantages  than  any  of 
the  other  five  classes.  The  "Warden  and  Forestry  members  enjoy  ad- 
vantages greater  than  Prison,  Narcotic  and  Law  Enforcement  members 
but  not  as  great  as  those  enjoj-ed  by  the  Patrol  members.  All  six  classi- 
fications have  some  benefits  which  are  not  now  provided  for  Miscel- 
laneous members. 

This  situation  gives  rise  to  constant  pressures  to  improve  the  benefits 
provided  for  the  various  classifications  and  to  bring  them  up  to  levels 
enjoyed  bj'  other  classifications.  On  the  other  hand,  groups  of  persons 
in  various  occupations  not  directly  connected  with  law  enforcement  or 
fire  fighting,  and  therefore  included  in  the  miscellaneous  group,  seek  to 
impress  the  Legislature  that  there  are  certain  special  elements  of 
hazard  connected  with  their  jobs  or  that  the  performance  of  their 
duties  also  leads  to   earlier  superannuation.    They  therefore  request 
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that  they  be  removed  from  the  Miscellaneous  classification  of  member- 
ship and  be  included  with  one  of  the  special  classes  enjoying  greater 
benefits  or  be  established  as  a  separate  classification. 

The  greater  advantages  provided  for  the  special  classifications  are 
usually  in  the  form  of  lower  retirement  ages,  a  shorter  period  of  re- 
quired service  for  the  attainment  of  a  normal  retirement  benefit,  and 
greater  disability  or  death  benefits,  if  the  disability  or  death  occurs 
"in  line  of  duty." 

The  problem  before  the  Legislature  is  to  re-examine  the  presumptions 
underlying  the  establishment  of  special  classes  of  membership,  to  adopt 
specific  criteria  which  would  simplify  the  determination  of  what  special 
benefits  should  be  enjoyed  by  groups  with  certain  occupational  char- 
acteristics, and  to  establish  criteria  for  the  determination  of  such 
characteristics.  The  basic  pension  formulas  now  in  effect  for  computing 
retirement  benefits  appear  to  be  reasonably  adequate. 

The  retirement  system  now  recognizes  the  need  for  different  treat- 
ment of  several  occupational  groups.  However,  in  providing  "prefer- 
ential benefits"  for  some  of  these  groups,  it  is  not  clear  that  appropriate 
arrangements  have  been  made  to  meet  the  additional  current  service 
cost  and  the  accrued  liability  requirements.  Should  the  Legislature 
consider  any  proposal  to  remove  or  adjust  further  inequities  such  action 
should  be  accompanied  by  full  revenue  authorization  covering  both  the 
employer's  current  service  cost  and  the  increase  in  the  accrued  liability. 

B.     SURVIVORS'  BENEFITS  FOR  STATE  EMPLOYEES  AND  TEACHERS 

The  fundamental  weakness  in  both  the  State  Employees'  and 
Teachers'  Retirement  Systems  is  the  lack  of  provision  for  survivors' 
benefits.  Since  the  widespread  adoption  of  the  Federal  Old-Age,  Sur- 
vivors, and  Disability  Insurance  Program,  survivor  protection  has 
become  an  almost  universal  employee  benefit.  With  the  exception  of 
public  employees,  no  other  sizeable  group  in  our  economy  is  deprived 
of  survivors'  insurance  protection. 

Survivors'  insurance  is  essentially  a  form  of  dependents'  benefits. 
Benefits  for  dependents  involve  primarily  social  rather  than  personnel 
aspects,  and  state  policies  with  respect  to  such  benefits  should  be  gov- 
erned chiefly  by  the  ability  of  the  State  to  meet  the  costs  entailed.  Such 
benefits  may  be  provided  either  by  special  provisions  in  the  retirement 
plans  or  by  means  of  Federal  Social  Security  under  a  practical  method 
of  co-ordination. 

Either  line  of  action  will  entail  additional  expenditures  since  bene- 
fits obviously  cannot  be  provided  without  incurring  a  cost.  A  basic 
problem  is  one  of  determining  the  relative  advantages  and  disadvan- 
tages and  the  comparative  costs  of  providing  such  protection  either  as 
part  of  the  present  retirement  systems  or  through  a  satisfactory  method 
of  co-ordination  with  the  Social  Security  Program. 

Social  Security  for  members  of  a  public  employee  retirement  system 
has  two  main  objectives,  namely :  (1)  the  preservation  of  pension  credits 
for  workers  changing  jobs  during  their  working  lifetime;  and  (2) 
addition  of  survivors'  protection  for  immediate  dependents. 

If  covered  by  Social  Security,  state  employees  and  teachers  would  be 
assured  of  benefit  payments  regardless  of  the  number  of  employment 
changes  that  they  might  make.  Earned  social  security  credits  would  go 
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along  with  them  and  would  include  periods  of  both  public  and  private 
employment.  This  is  important  for  many  classifications  in  state  service, 
although  it  is  of  lesser  value  for  teachers  and  members  of  the  Highway 
Patrol  where  turnover  is  comparatively  low. 

Probably  two  of  the  most  important  advantages  to  be  achieved  by 
members  of  public  retirement  systems  as  a  result  of  co-ordination  with 
Social  Security  are  protection  for  survivors  and  permanent  disability 
benefits  after  age  50.  Under  the  State  Employees'  and  Teachers'  Re- 
tirement Systems  no  comparable  benefits  are  available. 

In  addition  to  survivors'  protection,  certain  other  advantages  may 
accrue  to  members  of  the  public  retirement  systems  from  Social  Security 
coverage,  provided  a  satisfactory  method  of  co-ordination  is  used.  Total 
retirement  income  after  age  65  may  be  increased  above  the  present  pen- 
sion benefit  from  the  state  pension  fund  as  a  result  of  the  addition  to 
the  retirement  benefit,  made  under  Social  Security,  for  a  wife  aged  62 
years  or  over,  and  on  account  of  children  under  age  18.  A  minimum 
benefit  may  be  had  from  Social  Security  where  the  service  as  a  state 
employee  or  teacher  has  been  too  short  to  realize  a  payment  from  the 
public  retirement  system.  Employees  with  short-term  service  are  able  to 
obtain  considerably  larger  benefits  under  Social  Security  than  are  pay- 
able by  the  state  funds.  Social  Security  benefits  are  fully  exempt  from 
federal  income  tax ;  state  pension  benefits  are  exempt  only  in  a  partial 
measure.  With  Social  Security  coverage,  public  employees  would  be 
placed  in  the  same  favorable  position  as  employees  of  private  industry 
by  having  both  types  of  protection. 

On  the  other  hand,  co-ordination  with  Social  Security  has  a  number 
of  disadvantages  as  applied  to  certain  members  of  the  State  Employees' 
and  Teachers'  Retirement  Systems.  The  survivors'  benefits  are  of  little 
or  no  value  to  many  female  employees  and  to  unmarried  employees 
without  dependents.  There  would  be  little  or  no  additional  income  for 
married  women  whose  husbands  are  already  covered  by  Social  Security. 
Some  employees  who  are  already  protected  under  Social  Security 
through  part-time  employment  may  lose  part  of  their  combined  retire- 
ment allowance  from  Social  Security  and  the  state  pension  plan.  Social 
Security  benefits  are  suspended  if  a  retired  employee  under  age  72 
or  his  widow  has  earned  income  from  employment  of  $1,200  a  year  or 
more.  ]Moreover,  the  employee  contributions  to  Social  Security  are  not 
refundable  upon  withdrawal  from  the  labor  market  as  are  the  contri- 
butions made  to  the  state  retirement  funds. 

Because  there  are  both  advantages  and  disadvantages  to  co-ordination 
with  Social  Security  there  is  no  unanimity  of  opinion  among  state  em- 
ployees or  teachers  as  to  the  desirability  of  Social  Security  coverage. 

Even  if  Social  Security  coverage  is  considered  desirable,  there  are 
several  different  methods  of  achieving  co-ordination.  These  methods 
result  in  different  costs  to  the  State  and  the  employees  and  affect  dif- 
ferent groups  of  employees  in  different  ways. 

Co-ordinating  the  benefits  of  a  state  retirement  plan  with  Federal 
Social  Security  is  thus  not  a  simple  matter.  It  poses  a  number  of  com- 
plex problems  of  a  policy  and  financial  character.  A  thorough  study 
and  analysis  of  the  problem  must  precede  any  action.  Such  an  examina- 
tion should  discover  the  financial  obligations  entailed,  membership  char- 
acteristics and  operating  factors.  The  several  methods  of  establishing 
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co-ordination  on  a  most  effective  basis  for  members  of  a  particular 
retirement  plan  shonld  be  carefully  appraised  and  evaluated.  Ill-con- 
ceived and  ill-advised  co-ordination  plans,  established  under  pressure 
on  a  haphazard  basis,  may  ultimately  lead  to  difficulties  in  the  operation 
of  the  program.  Lack  of  employee  understading  and  agreement  may 
contribute  to  the  deterioration  of  high  personnel  morale. 

Only  a  brief  outline  of  the  issues  involved  is  presented  here.  A  full 
analysis  of  all  the  problems  involved  in  providing  survivors'  benefits 
to  state  employees  and  teachers  either  by  amending  the  state  retirement 
programs  or  through  co-ordination  with  Social  Security  cannot  be  han- 
dled within  the  scope  of  this  report.  The  subject  of  survivors'  benefits 
for  state  employees  and  teachers  is  recommended  as  warranting  the 
serious  attention  of  this  committee. 

C.     UNEMPLOYMENT  INSURANCE  COVERAGE  FOR  STATE  EMPLOYEES 

While  there  are  some  branches  of  state  service  where  employees 
enjoy  secure  tenure  and  suffer  little  or  no  involuntary  unemployment, 
there  are  also  many  classifications  and  occupations  closely  akin  to  pri- 
vate industry  employment  where  there  are  fluctuating  volumes  of  em- 
ployment and  where  layoffs  and  terminations  are  not  at  all  uncommon. 

In  1954,  the  Congress  of  the  United  States  passed  and  the  President 
signed  a  bill  extending  unemployment  insurance  coverage  to  federal 
government  workers.  Thus,  as  of  January  1,  1955,  approximately  240,- 
000  federal  government  employees  in  California  became  eligible  for 
the  same  unemployment  insurance  benefits  as  the  other  wage  earners 
covered  under  the  California  code. 

Unlike  federal  government  employees,  the  employees  of  the  state 
and  of  local  governments  still  are  not  protected  by  unemployment 
insurance  coverage.  It  is  difficult  to  contend  that  the  need  for  coverage 
of  state  employees  is  any  less  than  that  of  federal  government  em- 
ployees. 

The  administrative  problems  and  the  financial  pattern  of  reimbursing 
the  State  Unemployment  Insurance  Fund  are  quite  similar  to  those 
encountered  in  connection  with  the  coverage  of  federal  employees. 

The  cost  of  covering  state  and  local  government  employees  is  esti- 
mated in  the  long  run  to  be  somewhat  less  than  the  average  cost  for 
private  industry  and  somewhat  higher  than  that  for  federal  employees. 
This  suggests  that  involuntary  unemployment  among  state  and  local 
government  workers  is  somewhat  higher  than  among  federal  workers. 

The  Legislature  may  wish  to  give  some  consideration  to  the  problem 
of  involuntary  unemployment  among  state  employees  and  to  the  ad- 
visability of  providing  unemployment  insurance  coverage  for  them.  If 
this  is  done,  it  will  be  advisable  to  consider  also  the  possible  coverage 
of  local  government  employees. 

D.     GROUP  LIFE  INSURANCE  COVERAGE  FOR 
STATE  EMPLOYEES  AND  TEACHERS 

During  the  past  10  years  there  has  been  a  phenomenal  growth  of 
group  life  insurance  plans  in  American  industry.  From  40,000  master 
plans,  covering  15.6  million  individuals  for  a  total  of  $32  billion  of 
insurance  in  1947,  group  life  insurance  has  grown  in  10  years  to  120,000 
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master  policies,  covering  over  38  million  workers  and  their  families  for 
a  total  of  nearly  $134  billion  of  life  insurance  in  1957. 

The  Federal  Employees'  Gronp  Life  Insurance  plan,  created  by  an 
Act  of  Congress  in  1954,  covered  in  1957  2,000.000  federal  govern- 
ment employees  with  a  total  of  $10.5  billion  of  insurance  protection. 

The  rapid  expansion  of  group  life  insurance  is  attributable  primaril}^ 
to  two  major  factors.  One  of  these  is  that  the  group  arrangement  offers 
a  much  cheaper  cost  of  insurance  than  is  possible  under  individual 
policies.  Secondly,  there  are  tax  considerations  which  make  it  less  costly 
for  employers  to  pay  all  or  a  part  of  the  cost  of  such  insurance  than 
it  is  for  employees  to  pay  for  it  with  "after-income-tax"  dollars. 

In  California,  state  employees  can  purchase  group  life  insurance 
through  a  group  plan  sponsored  by  the  California  State  Employees' 
Association.  This  makes  it  possible  to  obtain  such  insurance  at  the  lower 
group  rates.  However,  to  be  eligible  for  participation,  employees  must 
be  members  of  the  State  Employees'  Association  and  all  members  must 
bear  the  entire  cost  of  life  insurance  protection  themselves. 

The  Legislature  may  wnsh  to  give  consideration  to  the  desirability 
of  providing  a  statewide  group  life  insurance  plan  in  which  all  state 
employees  could  participate.  The  nature  of  the  plan,  the  amounts  of 
insurance  to  be  provided,  and  the  question  of  whether  there  should  be 
any  contribution  by  the  State  toward  the  cost  of  such  insurance  would 
have  to  be  given  careful  consideration. 

As  far  as  public  school  teachers  are  concerned,  the  individual  school 
districts  already  have  the  necessary  authority  to  establish  group  life 
insurance  plans  if  they  so  desire.  The  problem,  from  the  point  of  view 
of  the  State  Legislature,  is  to  determine  whether  this  is  an  area  where 
some  uniform  standards  are  required  or  whether  the  provision  of  this 
protection  should  continue  to  be  left  to  the  discretion  of  individual 
school  districts. 

E.     GROUP  MEDICAL,  SURGICAL  AND  HOSPITAL  BENEFITS  FOR 
STATE  EMPLOYEES,  TEACHERS,  AND  THEIR  DEPENDENTS 

Nonoccupational  accidents  and  illness  confront  an  individual  with 
two  major  risks.  One  of  these  is  the  risk  of  losing  earnings  w^hile  inca- 
pacitated by  illness  or  injury.  The  second  is  the  risk  of  being  faced  with 
extraordinary  medical  expenditures. 

These  risks  have  been  receiving  greater  and  greater  recognition.  The 
majority  of  workers  in  private  industry  now  receive  some  degree  of 
protection  against  these  hazards  through  various  employee  benefit  pro- 
grams. In  California,  all  industrial  workers  are  protected  under  the 
legislated  California  Temporary  Disability  Insurance  program  which 
provides  a  partial  replacement  of  wages  up  to  26  weeks  and  modest 
hospital  benefits.  In  addition,  many  firms  in  private  industry  provide 
a  program  of  sick  leave ;  and  the  majority  of  firms  also  furnish  some 
program  of  medical,  hospital  and  surgical  expense  coverage.  These 
programs  are  not  universal  and  they  vary  considerably  in  effectiveness 
and  cost.  Nevertheless,  it  can  be  said  in  general  that  private  industry 
employees  today,  and  particularly  those  employed  by  the  larger  firms, 
enjoy  a  substantial  degree  of  protection  against  the  risks  arising  out  of 
nonoccupational  illness  or  injury. 
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The  state  employees  in  California  do  not  enjoy  similar  protection. 
They  are  provided  with  generous  "sick  leave"  benefits  but  have  no 
medical  expense  protection. 

As  in  the  case  of  group  life  insurance,  state  employees,  if  they  are 
members  of  California  State  Employees'  Association,  are  eligible  to 
participate  at  their  own  expense  in  a  group  medical  plan  sponsored  by 
that  organization. 

The  State  makes  no  contribution  toward  the  cost  of  providing  such 
medical  insurance  either  for  the  employees  or  for  their  dependents. 

On  the  other  hand,  individual  school  districts  do  have  the  authority 
to  establish  group  medical,  hospital  and  surgical  plans  for  teachers  and 
other  employees  of  the  districts  and  to  contribute  toward  the  cost  of 
such  plans.  Not  very  many  districts  actually  do  this  and,  in  the  absence 
of  a  state  requirement,  there  will  probably  be  a  great  deal  of  divergence 
among  the  districts  in  this  respect. 

The  entire  problem  of  providing  some  measure  of  protection  to  state 
employees  and  teachers  against  the  expenses  arising  out  of  nonoccupa- 
tional injuries  and  illness  merits  a  careful  review  by  the  Legislature. 

F.     IMPROVED  FACILITIES  FOR  STATE  EMPLOYEES 

By  and  large  the  facilities  provided  by  the  State  for  its  employees 
are  as  adequate,  or  more  adequate,  than  those  furnished  by  most  com- 
panies in  private  industry.  There  are,  of  course,  some  significant  ex- 
ceptions. A  few  companies  have  very  modern  buildings,  well  lighted, 
air-conditioned,  with  superb  rest  room  and  dining  room  facilities.  A 
number  of  companies  provide  company  cafeterias  which  furnish  well 
balanced  nourishing  meals  at  subsidized  prices,  or  in  a  few  rare  in- 
stances even  free.  These,  however,  are  exceptions.  By  and  large  the 
facilities  available  to  state  employees  compare  very  favorably  with 
what  is  found  in  private  industry. 

The  significant  exception  is  the  provision  of  parking  space.  Because 
the  private  automobile  is  fast  becoming  the  standard  method  of  trans- 
portation, with  public  transportation  steadily  losing  ground,  parking 
has  become  a  real  problem  both  for  private  industry  and  public  em- 
ployees. In  large  industrial  centers,  with  heavy  personnel  concentra- 
tion, it  has  become  necessary  to  provide  free  or  very  inexpensive  park- 
ing facilities  for  the  employees.  Companies  have  found  that  availability 
of  free  parking  space  can  be  an  important  consideration  in  the  worker 's 
choice  of  employment.  It  is  estimated  that  a  job  which  provides  free 
parking  may  be  worth  anywhere  from  $8  to  $30  a  month  more  to  the 
worker  than  a  job  where  he  must  arrange  for  parking  at  commercial 
rates. 

The  range  depends  on  the  location  of  his  place  of  work.  There  is, 
therefore,  a  growing  tendency  on  the  part  of  companies  to  provide 
employees  with  free  parking  space. 

State  government  employees  also,  as  a  rule,  work  in  concentrated 
numbers  in  large  buildings.  Lack  of  adequate  parking  facilities  consti- 
tutes a  serious  problem  for  many  government  departments. 

It  is  not  contended  that  free  parking  is  an  employee  benefit  in  the 
same  sense  as  a  retirement  program  or  the  compensated  leave  programs. 
Yet  it  is  an  important  facility,  and  the  problem  of  providing  employees 


112  COMMITTEE  OX  GOVERNMENTAL  ADMINISTRATION 

of  the  State  with  adequate  parking  facilities  merits  the  consideration 
of  the  Legislature. 

G.     UNIFORM  REPORTING  BY  SCHOOL  DISTRICTS 

The  principal  reason  for  the  impossibility  of  determining  the  extent 
and  cost  of  teachers'  benefits,  other  than  retirement,  is  the  fact  that 
practices  "U'ith  respect  to  such  benefits  vary  widely  among  the  school 
districts.  "WTiile  the  State  Education  Code  prescribes  certain  minimum 
standards,  in  the  great  majority  of  the  school  districts  the  existing 
arrangements  are  not  confined  to  these  minimum  standards. 

No  uniform  records  have  been  devised  for  the  school  districts  and 
no  uniform  system  of  reporting  has  been  established.  In  the  absence 
of  such  a  requirement  the  practices  with  respect  to  record  keeping 
differ  widely  among  the  1,834  school  districts.  As  a  result,  it  is  impos- 
sible to  compile  uniform  and  meaningful  information  as  to  the  extent 
and  cost  of  employee  benefits  provided  by  the  districts. 

In  view  of  the  substantial  and  rising  cost  of  the  various  benefit 
programs  and  the  importance  of  having  accurate  information,  consid- 
eration well  may  be  given  to  the  desirability  of  instituting  a  system 
of  required,  statewide  reporting,  possibly  through  the  facilities  of  the 
State  Department  of  Education.  Such  a  system  could  prescribe  the 
method  of  record  keeping,  thus  assuring  uniformity  in  the  information 
obtained,  and  would  make  available  information  on  the  extent  and  cost 
of  such  employee  benefits  as  vacations,  holidays,  sick  leave,  bereavement 
leave,  sabbatical  leave,  educational  and  professional  leave,  military  duty 
leave,  jury  duty  leave,  contributions  to  group  life  insurance,  medical, 
hospital  and  surgical  benefits,  the  cost  of  workmen's  compensation 
protection,  and  a  number  of  related  items. 

It  is  appreciated  that,  by  and  large,  there  maj'  already'  be  too  many 
required  reports  and  that  it  is  desirable  to  keep  such  reporting  re- 
quirements down  to  a  minimum.  However,  there  may  be  other  impor- 
tant types,  of  information  concerning  the  operation  of  school  districts 
which  the  Legislature  should  have.  It  may  therefore  be  possible  to  con- 
solidate the  information  on  the  extent  and  cost  of  employee  benefits 
provided  by  school  districts  with  other  types  of  desired  information 
and  thus  keep  the  reporting  requirements  to  a  minimum. 


APPENDIX 

QUESTIONNAIRE  USED  IN  THE  SURVEY  OF  EMPLOYEE 
BENEFIT  COSTS  IN  PRIVATE  INDUSTRY 

Firm  name 

Address 

Plant(s)  covered  by  report 

Principal  products  manufactured  or  services  performed 

Employment  group  surveyed  (Indicate  the  general  payroll  categories 
included  in  this  survey) 

Time  period  covered  in  survey:  from to 

Date  prepared 

SURVEY  OF  EMPLOYEE  BENEFIT  COSTS 

General  Considerations 

Detailed  below  are  some  general  considerations  pertaining  to  the 
Survey  of  Employee  Benefit  Costs.  The  more  specific  comments  relative 
to  the  different  survey  items  are  noted  throughout  the  survey  schedule. 

1.  Confidentiality  of  Survey  Data.  The  individual  company  informa- 
tion on  benefit  costs  will  be  kept  completely  confidential.  Only  total 
figures  for  all  the  companies  participating  in  the  survey  will  be  reported 
on,  and  the  survey  information  will  not  be  released  in  any  way  that 
would  permit  determination  of  the  identity  of  any  one  firm. 

2.  Time  Period.  If  possible,  the  survey  information  should  be  com- 
piled for  the  calendar  year  of  1957.  A  company's  payroll  records,  how- 
ever, may  be  kept  on  some  basis  other  than  a  calendar  year.  In  these 
instances,  record  the  data  for  the  most  recent  12-month  period  over 
which  information  is  accumulated. 

3.  Establishments  to  l)e  Covered.  If  a  company  has  several  plants  or 
divisions,  the  survey  may  be  made  for  a  typical  plant  or  operation. 

4.  Employment  Groups  to  be  Surveyed.  The  survey  information 
generallj^  should  cover  the  nonexempt  hourly  rated  and  salaried  em- 
ployees within  a  company. 

5.  Average  Employment  in  Surveyed  Group.  Companies  will  want 
to  average  the  employment  that  is  surveyed  for  use  in  some  of  the 
calculations.  The  recommended  approach  for  computing  average  em- 
ployment in  the  surveyed  group  is  to  total  the  number  of  employees  on 
the  payroll  in  each  of  the  payroll  periods  ending  nearest  the  fifteenth  of 
each  of  the  12  months.  This  total  then  is  divided  by  12. 

6.  Benefits  Included  in  the  Survey  Form.  The  more  common  benefit 
practices  have  been  itemized  on  the  survey  form.  Recognizing  that  many 
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companies  will  have  benefits  other  than  those  noted,  additional  space 
has  been  provided  in  each  section  of  the  form  to  permit  the  firms  to  add 
extra  items.  If  this  ''other"  category-  is  used,  the  tyipe  of  benefit  as  well 
as  the  cost  figures  should  be  noted.  In  this  way  comparable  practices  of 
a  number  of  companies  can  be  grouped  and  analyzed. 

7.  Cost  Figures.  'Wherever  possible,  actual  figures  of  benefit  costs 
should  be  provided.  In  some  cases,  however,  the  exact  data  may  not  be 
available  and  it  may  be  necessary  to  estimate  the  costs.  Estimates,  it 
might  be  noted,  are  preferable  to  blank  entries,  and  companies  are 
urged  to  report  the  best  possible  figures  obtainable  for  the  benefits  pro- 
vided their  employees. 

8.  Employee  Contrihuiions  to  Benefit  Programs.  Employees  contrib- 
ute toward  the  cost  of  some  of  the  legislated  programs  and  also  may 
pay  part  of  the  costs  of  various  insurance  and  retirement  plans  and 
other  benefits.  Space  has  been  provided  on  the  form  to  note  worker  as 
well  as  company  payments. 

9.  Administrative  Costs.  The  emplo^Tuent  of  a  work  force  and  the 
operation  of  an  employee  benefit  program  necessarily  involve  adminis- 
trative expenses  in  addition  to  the  premiums,  taxes,  and  contributions 
that  must  be  paid.  To  the  extent  possible,  however,  these  administrative 
charges  should  be  omitted  from  the  direct  pa\Toll  and  benefit  expendi- 
ture figures. 

A.      LEGALLY   REQUIRED    PAYMENTS 

Employer      Employee 
rontri-  fontri- 

bution  hution 

1.  Federal  Old-Age.  Siirvirors.  and  Diaahility  Insurance 
<  Record  both  employer  and  employee  contributions  at  2\% 

of  the  firs:t  S4.200  of  annual  wiiges.) $ $ 

2.  Z'uemployment  Insurance 

a.  Federal  Tax   (Enter  taxes  at  0.3C'c   of  the  first  $3,000 

of  annual  wages)    

b.  State  Tax  (Enter  net  state  taxes.  In  California  this 
is  computed  on  the  first  S3,000  of  annual  wages  at  the 
assigned  company  rate.) 

3.  Workmen^s  Compensation  (If  insurance  is  carried  with  a 
private  company  or  the  State  Fund,  enter  the  net  premium 
amount.  Dividends  should  be  subtracted  from  gross  pre- 
miums so  that  the  figure  reflects  net  costs.  Where  neces- 
sary, pro-rate  premium  payments  to  correspond  to  the 
time  period  covered  by  the  survey.  If  the  program  is  self- 
insured,  costs  should  be  estimated.  These  estimates  should 
reflect  actual  annual  costs,  including  those  that  would 

be  incorporated  iu  the  retention  charges  under  an  insured 
program.) 

4.  California  Temporary  Disahility  Insurance  (Record  only 
employee  contril>ution  at  1*^^  of  taxable  wages;  amount- 
ing to  the  first  $3,000  in  19.~>7.  the  taxable  wage  was  in- 
creased to  $3.6tH)  as  of  lJ>r»S.  If  the  company  contributes 
to  an   insured,   voluntary  di.siibility   plan,   enter   employer 

cost  under  Section  B.  Item  4.)    

5.  Other   (Specify)    


(For  use  of  out-of-state  firms,  the  railroads,  and  govern- 
ment agencies) 

Total  legally  required  payments 


lOMi'i-ovi;!';  AND  'i'I'',A(!|ii';r  r.i',Nh:i  rr  i-koouams  IIH 

B.      GROUP   LIFE    INSURANCF,   HFALTH   AND  WELFARE   PLANS, 
AND   RLTIRLMINT   PLANS 

I'.rjicl<ct  or  (•(tmliinr  ilcni  if  sr(i;i  inl  c  lit;iin's  Tor  iiidiv  idiuil  prd^rniiiM  or  jxilicics 
iiri'  iinl  ti\  iiiliil)li>.  I'l'ii  r'lilc  iiisiir.'iiicc  iinniliiiii  luiyiiicnl  s  to  ('orrcHpdiKl  willi  liiiic' 
pciioil  r(i\i'i-((|  liy  siiivry.  Siililriicl  (I  i  \  idciiils  rrccivtMl  from  fjroHH  ]it'<>niiiini  conIm  so 
llnil  //(  /  cnsls  iirc  shown  w  licicxcr  iinssililc  If  I  lie  proKriiiUH  lire  sclf-iiiHtirod,  (lie 
conIm  Nlionld  fi'dcfl  iiclmil  iiiiiiimiI  cxiKMidil  ores  iiicliidiiii^  (lioHc  (lull  woidd  !)(>  iiicor- 
poi'iilcd  in  llic  rchnlion  ciiiirKi'S  under  iin  insniUMJ  pinn.  Record  employee  iis  well  ;isi 
compiiny   eoid  rihni  ions   for  eiieli   eoni  I'ilmlory    pr();;r!im. 

I!  Ill  jifoi/rr         i!  Ill  iiliH/i'C 
1(111  hi  roil  I  ri- 

ll II I  ion  billion 

1.  Fi.icil  I'll i/tncii In  lo  Ihiioii  in'  •loin II 1/  Ailiii iiiislrnil 
li'iniil(s)  (If  piiymeni  is  m;ide  for  11  "welfni-e  piiekiiK'"" 
vvliicli  includes  itolli  heiillli  iind  \v<dfiire  covenige  luid  )i  peii- 
si(m  pliiii  iind  if  I  lie  cosl  ciinnot  he  dirfei'eiH  iji  I  ed,  hi'iii'lu'l 
Hems  ti  Iind  h  11  nd   I'ecoi'd  file  cost  uuciei'  Jtcui  b. ) 

II.   Iliiillli  mill  Wilfiiro  dot^craye _-___ $___ $________ 

h.    I'liisioii    I'liiii  .   . ________ 


■J.    //i7c  I II  nil  III  iirr   I'l  iiiiiii  iiiH    (Miiny   f;niup   life   iiuurii  nee   pi'e 
minnis    include    llie    cosl    (d'   iiccidenhil    (le;illi    mid    dismem 
herment    co\'eriiKe.    If   the    I  wo    pro(;riims   11  re    cimihined    for 
premium    purposes,    hnickel    I  (ems  L'  iiiid   '■'>  iind   enler   cosl 
miller    I  (  em    '1.  ) 

.'J.  Arriilcniiil  Ihiilli  iiiiil  I  lisiiiciii  hiiimii  I  I'niiiiii  iiix  (See 
Ileiii  1!  tihin'c.  If  no  )ic<'idenliil  detidi  iiiid  d  ismemhermeiil 
coveriijje    is   |iro\ided,   cross   oiil    (he    item.) 

■I.  W  rrl.li/  Arriilrii  I  iiiiil  N/r /, //c.v.v  1 11  xii  111  iicr  I' niiii  11  in  x  (  Ki- 
cord  ne(  coiiipiiiiy  coni  riliiil  ion  lo  nil  such  pri>Kr;ims,  in- 
cluding^' llioMc  lo  insured,  \'oliiiil  ii  ry  disiihilily  idiiiis  under 
llie  ( 'iiliforuiii  'remporiiiy  I  )isjil)ili( y  Insunince  pro};rnm. 
Cosl  for  uninsured  sick  lenve  plnns  should  he  enlei-ed  in 
Section  ( ',  Hem  .'!.  Workers'  cont  rihiit  ions  (o  (he  ('iili 
forniii  'i'emporiiry  I>isiihility  Insunince  proKi'inn  slioiilil  he 
recorded  in  Section  \,  Hem  I,  tiiid  iml\  their  ptiymenis  to 
other  pridec(ioii  should  he  included   in   (his  i(em.) 

.^.    llii.iir   Ifosirildl,   hiini/iciil,   mill   Mcilictil    I'Imi    I'niiiiiiiiiK   or 
I'nyiiiriilH    (lOider   net    costs  of   prepiiid,   service,   oi'    iiidem 
nity   plnns  providiiij;  "first    dolliir"  co\ernue.) 

(>.  tiiiitftliiiiiiiliil  Major  Miiliriil  I'liiii  I'rviiiiiiiiiH  or  I'li  i/iiiiii  Is 
(  I'yiiter  net  costs  for  m.ijor  medicnl  co\ei-ji^e  which  sup 
plements  the  husic  medicnl  oxpt'iise  plnns  noted  in  Hem 
r>   nliove. ) 

7.  Com  /inhiiinirr  Mnliiiil  I'lnii  I'l  iiniii  in  n  or  I'n  iiinin  Ix 
(This  kind  of  coxeriij^e  npplii-s  (o  (he  full  r!in;;e  (d'  medicnl 
expenses,  repliicinj;  the  hiisic  medi<'nl  iind  sup|demenliil 
medicnl  plnns  noted  in  Items  H  mikI  <>  iihove.  Some  com- 
pmiies  mny  hiive  (his  (ype  of  pliiii  in  effecl  for  pnr(  <d' 
(heir  em|)loyees  while  offeriii};  (he  other  kinds  of  medicnl 
expense  protection  (o  other  groups  of  employees.  In  (iicse 
iiistiinces,  cost  entries  would  he  imide  in  Items  .",  (!, 
Iind  7.) 

K.  Ifctirciiiriil  I'liiii  I'riiiiiiniis  or  ( 'onliilnil  loiix  (Some  lirms 
iiiiiy  hinc  Ixdh  pension  iind  pridit  shnriiiK  phins,  in  wliich 
(•use  cost  eiid'ies  would  he  mnde  in  holh  Hems  11  mid  It 
helow.  To  n\oid  duplicnl  ion  of  cosl  entries,  costs  of  n  (len- 
sioii  plmi  entered  in  Hem  l.h  iiIiom'  should  not  he  included 
in   t  he  mnoiint    helow. ) 

il.  I'riixioii  I'liiii  (lOlller  iiel  p:iymeiils  for  insured  or 
triisleed  pimis,  including;  hcdli  pa.st  .sorvice  and  curreiiL 
linhiiily  costs.) __« 
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Employer      Employee 
cotitri-  contri- 

hution  hiition 

b.  Profit  Sharing  Trust  (Include  paj'inents  made  to  profit 
sharing  retirement  plans  only.  Payments  under  imme- 
diate cash  profit  sharing  should  be  recorded  in  Section 
D,  Item  1.)    

9.  Other  (Specify)   


(Include  costs  of  all  special  insurance  benefit  programs 
such  as  travel  accident,  polio,  and  the  like  which  are  paid 
for  by  the  employer,  the  employee,  or  both.) 

Total   payments — life   insurance,   health   and   welfare 

plans,  and  retirement  plans 

C.     TIME-OFF  BENEFITS 

Since  the  objective  of  this  section  is  to  determine  the  cost  of  time-off  benefits  to 
the  company  and  the  extent  of  payroll  hours  not  worked,  the  hours  and  cost  entries 
should  reflect  actual  experience  rather  than  company  i)olicies  relative  to  potential 
leave  compensation.  To  facilitate  the  computation  of  expenditures  and  the  expression 
of  benefit  costs  as  they  relate  to  pay  for  time  actually  worked,  provision  has  been 
made  to  enter  the  number  of  hours  paid  for  but  not  worked  as  well  as  the  cost  of 
this  compensated  time  off. 

Payroll 
hours  com- 
pensated 
Employer      but  not 
cost  uorked 

1.  Vacations  (Record  all  vacation  hours  and  their  costs, 
whether  for  vacations  taken  or  extra  pay  in  place  of 
vacation,  and  all  payments  for  unused  vacation  leave  made 
to  employees  who  left  the  company  during  the  period  sur- 
veyed.)     $ 

2.  Holidays  (Record  only  expenditures  and  hours  for  holi- 
days paid  for  but  not  worked.  If  work  was  performed 
on  any  one  or  more  of  the  holidays,  the  straight-time 
pay  for  hours  worked  on  holidays  and  the  holiday  pre- 
mium pay  would  be  reported  in  Section  G,  Items  1  and  3.)      

3.  Sick  leave  (Enter  the  number  of  uninsured  sick  leave 
hours  and  their  cost.  Include  payments  made  by  the  com- 
pany directly  to  the  employee  for  time  lost  because  of  ill- 
nesses or  accidents,  whether  at  the  worker's  regular  rate 
or  at  a  different  rate.  Where  it  is  company  policy  to  pay 
workers  for  a  given  number  of  days  of  sick  leave  annually 
regardless  of  whether  time  is  lost,  this  cost  should  be  in- 
cluded. Exclude  payments  for  insured  sickness  and  acci- 
dent plans,  reporting  costs  of  this  coverage  in  Section  A, 

Item  3  or  in  Section  B,  Item  4,  as  appropriate.) 

4.  Jury  duty,  voting,  u'itness  pay  alloirance  (Record  only  the 
actual  time  off  and  costs  of  the  benefits.  Some  companies 
pay  full  wages  for  time  off  for  jury  or  witness  duty,  while 
others  pay  the  difference  between  regular  earnings  and  the 
jui-j-  or  witness  allowance.  For  voting,  only  the  hours  and 
cost  of  the  time  actually  paid  for  but  not  worked  should 
be  included.)    


National  defense,  State  or  National  Guard  duty  (Record 
actual  time  off  and  company  costs  involved  in  compensat- 
ing employees  off  work  to  satisfy  military  training  re- 
quirements. Where  workers  serve  prescribed  training 
periods  annually,  some  companies  continue  them  in  full 
pay  status  while  others  pay  the  employee  any  difference 
between  his  military  pay  and  his  regular  earnings.   For 
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Payroll 
hours  com- 
pensated 
Employer      hut  not 
cost           worked 
workers   inducted   into   military   sex'vice   for  extended   pe- 
riods,  some   firms   continue   them   in   full   or   partial   pay 
status  for  certain  periods  of  time.) 

6.  Payments  for  time  lost  for  "personal  reasons''  (Where 
companies  compensate  employees  for  time  off  because  of 
illness  or  death  in  the  family,  medical  or  dental  appoint- 
ments, marriage,  and  other  personal  reasons,  the  number 
of  hours  and  the  cost  of  these  kinds  of  leave  should  be 

recorded.)     

7.  Paid  rest  periods  or  "coffee  breaks"  (Some  companies  may 
have  records  of  the  amount  of  time  not  worked  and  the 
cost  attached ;  where  such  information  is  not  available, 
however,  the  hours  and  costs  may  be  estimated.  Such  esti- 
mates may  be  based  on  the  percentage  of  hours  worked 
and  of  pay  for  time  worked  that  these  rest  periods  com- 
prise. Based  on  appropriate  company  records,  the  best  pos- 
sible figures  should  be  developed.) 

8.  Paid  lunch  periods,  irash-up  time,  travel  time,  clothes 
change  time,  get-ready  time,  etc.  (Where  company  records 
of  these  costs  are  not  available,  the  means  suggested  in 
Item  7  above  can  be  used  for  computing  these  expendi- 
tures.)          

9.  Payments  required  under  guaranteed  tvorkyear  or  tcork- 
week  (A  feAv  companies  have  guaranteed  wage  or  employ- 
ment plans  in  effect.  In  these  instances,  the  payments 
and  the  hours  these  payments  represent  should  be  re- 
corded. Do  not  enter  payments  into  supplemental  unem- 
ployment benefit  trust  funds  or  individual  security  benefit 
accounts ;    these    costs    should    be    noted    in    Section    D, 

Item  3.)   

10.  Other  (Specify)   

(In  specifying  other  kinds  of  paid  time-off  benefits,  care 
should  be  taken  to  exclude  items  which  do  not  result  in 
benefit  to  the  workers,  such  as  the  cost  of  administering 
leave  programs. 

Total  time-off  benefit  payments 


D.     SPECIAL  BENEFITS 


Immediate  profit  sharing  payments  (This  item  refers  to 
immediate,  cash  payments  only.  Costs  of  deferred  profit 
sharing  retirement  plans  are  to  be  recorded  in  Section 
B,   Item  8.b.) 


Employer    Employee 
Contrihu-    Contribu- 
tion tion 


2.  Thrift  and  savings  plans  (Record  company  and  employee 
contributions  to  stock  purchase,  savings,  thrift  plans,  and 
similar  arrangements.  Exclude  such  charges  as  those  in- 
curred in  maintaining  facilities  for  employee  purchase  of 
government  bonds.)    

3.  Supplemental  unemployment  benefits  (This  category 
covers  both  the  insurance  type  plans  and  the  individual 
security  benefit  account  arrangements  which  are  set  up 
to  furnish  supplemental  unemployment  benefits  to  jobless 
workers.)    . 
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Employer    Employee 

Contrihu-    Contribu- 

iion  tion 

4.  Separation  or  ierminaiion  pay  alloicance  (Include  ouly 
payments  under  a  formal  severance  pay  plan  to  employees 
being  permanently  dismissed.  Do  not  include  payments  for 
accumulated  vacation,  sick  leave,  profit  sharing,  pensions, 
supplemental  unemployment  benefits,  and  the  like.) 

5.  Employee  recreation  (Record  only  actual  expenditures  for 
facilities,  equipment,  and  subsidies.  Space  provided  for 
recreational  activities  or  storage  of  equipment  might  well 
be   put   to   alternative   uses ;    however,    the   imputed    cost 

should  not  be  included.) 

6.  Educational  tuition  refund  plan  (Include  only  the  com- 
pany cost  for  courses  taken  by  employees  at  educational 
institutions.  On-the-job  or  intra-company  training  program 
costs  should  be  excluded.  Costs  for  scholarships,  company 
libraries,  and  the  like  also  should  be  excluded  from  this 

item.  These  services  may  be  specified  in  Item  9  below.)      

7.  Christmas  or  other  special  bonuses,  service  awards,  etc. 
( Include  ouly  such  bonuses  and  awards  as  are  not  con- 
nected  with    direct   wage   payments.    Production    bonuses 

should  be  entered  in  Section  G.  Item  4.) 

8.  Suggestion  plan  airards  (Since  accepted  suggestions  usu- 
ally result  in  a  savings  to  the  company,  many  firms  do 
not  consider  suggestion  plan  awards  as  an  employee  bene- 
fit ;  however,  since  most  nation-wide  surveys  include  this 
item,  calculation  of  the  cost  makes  for  comparability  with 

other   studies.)    $ 

9.  Other  (Specify)   $ 


(Many  other  special  benefits — free  or  low-cost  food  serv- 
vices,  company  libraries,  and  credit  unions,  for  example — 
represent  cost  to  the  company  and  benefit  to  employees. 
In  computing  the  charges,  however,  care  should  be  taken 
to  count  as  benefits  only  those  parts  of  the  costs  which 
result  in  advantages  to  the  employees.  Administrative 
charges  should  be  excluded  to  the  extent  possible.) 

Total   payments — special   benefits 

E.  TOTAL   BENEFIT   PAYMENTS 

All  benefit  payments    (Total  of  payments  in   Sections  A,  B, 

C,  and  D) $ $ 

F.      EMPLOYMENT  AND   PAYROLL   HOURS 

Total 

1.  Average  Employment  of  Surveyed  Group  (For  the  work  force  included 
in  the  survey,  total  the  number  of  employees  on  the  payroll  in  each  of 
the  payroll  periods  ending  nearest  the  15th  of  each  of  the  12  months. 

Divide  this  total  by  12.) 

2.  Payroll  Hours — Total  (Total  compensated  manhours  for  employees 
covered  in  survey — include  all  holiday,  vacation,  sick  leave,  and  other 
time-off  benefit  hours  which  were  paid  for  at  either  straight-time  or 
overtime  and  premium  rates.  If  employees  elected  to  work  on  holi- 
days or  during  vacations,  report  only  actual  hours  worked ;  do  not  con- 
vert overtime  pay  hours  to  straight-time  equivalent  hours.) 
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Total 

a.  Pa !/roU  Hours  Compensated  But  Not  Worked  (Total  hours  recorded 
in  Section  C) 

b.  I'ayroU  Hours   Worked   (Subtract  Item  3.a  from  Item  3.) 

1.  Average  Employ »ient  of  i^urveyed  Group  (For  the  work  force  Included 
in  the  survey,  total  the  number  of  employees  on  the  payroll  in  each  of 
the  payroll  periods  ending  nearest  the  15th  of  each  of  the  12  months. 
Divide  this  total  by  12.) 

2.  Payroll  Hours — Total  (Total  compensated  manhours  for  employees 
covered  in  survey — include  all  holiday,  vacation,  sick  leave,  and  other 
time-off  benefit  hours  which  were  paid  for  at  either  straight-time  or 
overtime  and  premium  rates.  If  employees  elected  to  work  on  holidays 
or  during  vacations,  report  only  actual  hours  worked  ;  do  not  convert 
overtime  pay  hours  to  straight-time  equivalent  hours.) 

a.  Payroll  Hours  Compensated  But  Not  Worked  (Total  hours  recorded 
in  Section  C) 

b.  Payroll  Hours  Worked  (Subtract  Item  2.a  from  Item  2.) 

G.     WAGE  PAYMENTS  FOR  EMPLOYEES  IN  SURVEY 

Amount 

1.  Straight-l^ime  Pay  for  Hours  Worked  (Include  shift  premium  pay. 
Subtract  the  cost  for  all  compensated  time-off  hours,  Section  C,  from 

the  cost  for  total  straight-time  payroll  hours.) $ 

2.  Overtime  Premium  Pay  (Record  only  the  actual  premium  pay  for 
overtime — daily,  weekly,  or  worked  on  special  days  such  as  Saturdays 
and    Sundays.    Straight-time   pay    for   overtime   hours   is    included   in 

Item  1.) 

3.  Holiday  Premium  Pay  (Record  only  actual  premium  payments. 
Straight-time  pay  for  holidays  icorked  is  included  in  Item  1  and  pay 

for  holidays  not  worked  is  recorded  in  Section  C,  Item  2.) 

4.  Production  Bonus  or  Earned  Incentive  (Record  only  payments  made 
in  excess  of  basic  wage  scale  payments.) 

5.  Other   (Specify) 

(Include  such  items  as  cost-of-living  adju.stments.  Exclude  immediate 
cash  profit  sharing  payments  and  other  special  bonuses  not  directly 
related  to  production.  These  costs  are  entered  in  Section  D,  Items  1 
and  7.) 

6.  Total  Pay  for  Hours  Worked  (Sum  of  Items  1  through  5) 

7.  Total  Benefit  Payments  (Total  employer  contribution  entered  in  Sec- 
tion E) 

8.  TOTAL  LABOR  COSTS   (Sum  of  Items  G  and  7) $ 
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STUDY  ON  HIDE  AND  BRAND  INSPECTION 

This  study  was  undertaken  as  a  result  of  numerous  complaints  from 
cattlemen  and  brand  inspectors  concerning  faulty  personnel  policies 
and  other  administrative  defects  which  indicated  serious  impairment 
in  the  efficient  operation  of  the  bureau. 

A  staff  investigation  was  undertaken  of  bureau  activities  and  two 
hearings  were  held  by  the  committee,  in  Sacramento  on  September  30 
and  October  30,  1958,  with  bureau  and  department  of  agriculture  em- 
ployees as  witnesses.  In  the  words  of  the  conunittee  chairman,  the  aim 
of  the  investigation  and  hearings  was  to  "learn  the  purpose  of  the 
bureau,  how  it  operates,  what  was  wrong  if  anything,  and  where  im- 
provements could  be  made.  We  found,  among  other  things,  low  morale, 
rather  poor  management  and  some  inefficiency.  Now,  we  are  seeking 
means  whereby  a  correction  and  improvements  of  these  conditions  can 
be  made.  *  *  *  "We  hope  that  we  can  lay  the  foundation  upon  which 
this  agency  can  be  rebuilt  into  a  modern  streamlined  operation  with 
better  working  conditions  for  all  and  which  in  turn  should  reflect  in  a 
very  much  improved  employee  morale." 

The  Bureau  of  Livestock  Identification  has  existed  in  its  present 
structure  and  under  the  present  name  since  1940.  State  activity  in  the 
field  of  registration  of  brands  and  of  inspection  to  verify  ownership 
dates  back  to  1917.  Predecessor  agencies  were  the  Cattle  Protection 
Board  (1917-1919),  the  Cattle  Protection  Service  (1919-1936),  and  the 
Livestock  Identification  Service  (1936-1940). 

The  basic  function  of  the  bureau  is  to  insure  that  only  the  true 
owners  benefit  from  sales  or  other  transactions  involving  cattle.  This  is 
sought  to  be  accomplished  by  strategic  inspections  of  brands  by  state 
inspectors  for  verification  of  ownership.  Auxiliary  functions  include 
the  recordation  of  brands,  the  licensing  of  cattle  and  horse  slaughterers, 
licensing  of  cattle  auction  salesyards  and  of  persons  engaging  in  trans- 
portation of  horses.  The  bureau  also  receives  reports  of  estrayed  cattle 
and  through  circulars  and  advertising  seeks  their  return  to  the  owners. 

The  public  interest  in  the  inspection  service  is  well  established.  With- 
out verification  of  ownership  of  cattle  offered  for  sale  or  moved  from 
one  section  of  the  State  to  another,  rustling  could  go  unchecked  and  a 
chaotic  condition  could  occur  in  the  industry,  with  higher  prices  to 
consumers  of  beef  as  a  result.  The  marketing  of  cattle  is  big  business 
in  California  with  sales  amounting  in  1957  to  $343,682,000.  In  the  same 
year,  bureau  employees  made  6,014,850  individual  inspections,  and 
reported  181  violations.  Fifteen  grand  theft  charges  were  filed  and  14 
convictions  obtained. 

Operations  of  the  bureau  are  necessarily  statewide  in  extent,  causing 
some  difficulties  in  communication  and  administration.  Bureau  field 
work  in  mid-1958  was  being  performed  by  72  hide  and  brand  inspec- 
tors, nine  supervising  inspectors  and  three  area  supervisors.  In  addi- 
tion, 12  inspectors  hired  for  intermittent  work  and  15  seasonal  agri- 
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cultural  workers  were  employed  at  that  time.  A  complication  in  bureau 
operations  results  from  the  fact  that  in  18  counties  inspections  of  cattle 
to  be  moved  across  zone  lines  or  to  be  offered  for  sale  are  made  at  point 
of  origin.  In  the  remainder  of  the  State  the  inspection  is  at  the  slaugh- 
ter house  or  salesyard. 

Point  of  origin  inspection  may  be  adopted  in  any  county  or  group  of 
counties  by  vote  of  the  cattle  owners  of  the  area.  Each  owner  has  one 
vote  in  such  elections  irrespective  of  the  number  of  head  owned. 

The  bureau  is  supported  entirely  from  fees  charged  for  inspections 
and  other  services.  This  has  been  true  since  the  inception  of  the  service 
in  1917,  with  the  exception  that  a  $15,000  appropriation  from  the 
General  Fund  was  made  for  inspection  services  in  1929. 

There  have  been  frequent  surveys  of  the  bureau  in  the  past  bj^  both 
legislative  and  executive  groups.  A  subcommittee  of  a  joint  interim 
committee  on  agricultural  and  livestock  problems  made  a  number  of 
recommendations  in  1947.  In  the  same  year,  both  the  Department  of 
Finance  and  the  Department  of  Agriculture  examined  bureau  opera- 
tions. A  further  study  was  made  in  1953  by  the  Joint  Legislative  Com- 
mittee on  Agriculture  and  Livestock  Problems.  On  February  2d  of 
this  year,  the  Department  of  Finance  forwarded  to  the  Department  of 
Agriculture  a  "Management  Survey  Report"  pointing  out  certain  de- 
ficiencies of  administration  and  organization.  Replacement  of  employees 
who  leave  the  bureau  apparently  has  been  a  problem  over  the  years. 
The  1947  committee  report  stated : 

"The  committee  is  unfavorably  impressed  by  the  constant  heavy 
turnover  of  personnel  in  the  bureau.  The  committee  regrets  that  a 
sufficient  number  of  competent  inspectors  cannot  be  hired  and  kept 
hired. ' ' 

The  present  study  has  shown  defects  of  administration  resulting  in 
undue  turnover  of  employees  and  for  this  and  other  reasons  a  lowered 
effectiveness  of  operation.  Specific  defects  follow: 

1.  Poor  communication  of  policies  and  details  of  operations  to  field 
employees.  At  the  same  time,  it  was  shown  that  the  chief  of  the  bureau 
by-passed  supervisors  at  times  in  giving  orders  of  significance  directly 
to  employees. 

2.  Employees  were  transferred  frequently  from  one  location  to  an- 
other and  there  was  evidence  that  the  transfers  were  intended  to  be 
punitive,  or  to  induce  employees  to  resign. 

3.  There  was  lack  of  provision  for  regular  time-off  for  employees; 
brand  inspectors  were  on  call  seven  days  a  week.  In  some  cases,  it  ap- 
peared that  vacations  were  arbitrarily  assigned. 

4.  There  were  inconsistent  or  ambiguous  policies  as  to  what  consti- 
tuted incompatible  emplojTnent  for  brand  inspectors.  A  general  state- 
ment of  "incompatibility"  appljdng  to  all  Department  of  Agriculture 
employees  was  not  spelled  out  in  its  application  to  brand  inspectors. 
Some  inspectors  believed  that  ownership  of  cattle  was  an  incompatible 
activity;  this  was  denied  by  department  officials.  However,  in  one  in- 
stance an  inspector  was  forced  to  resign,  or  to  give  up  an  interest  in 
a  cattle  company. 
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5.  There  was  evidence  that  the  chief  of  the  bureau  solicited  waivers 
of  right  of  appointment  to  the  position  of  area  supervisor  in  the  bureau 
from  bureau  employees  who  had  taken  the  civil  service  examination 
for  the  position  successfully.  The  persons  eventually  appointed  to  the 
three  positions  open  ranked  first,  seventh  and  tenth  on  the  eligible  list. 

(Logan  W.  Morton  resigned  as  chief  of  the  bureau  on  October  6th. 
The  written  portion  of  a  promotional  examination  to  select  a  successor 
had  been  completed  when  this  report  was  prepared.) 

6.  The  bureau  has  not  given  sufficient  consideration  to  providing  or 
requiring  the  provision  of  proper  equipment  or  working  conditions  for 
brand  inspectors. 

7.  The  advertising  of  estrays,  required  by  the  Agricultural  Code,  so 
is  delayed  and  therefore  ineffective  in  many  cases  by  reason  of  statu- 
tory provision  requiring  submission  of  each  ad  to  the  Department  of 
Finance. 

8.  The  bureau  has  used  both  intermittent  brand  inspectors  and  sea- 
sonal agricultural  workers  for  identical  duties,  although  the  pay  scale 
differs  for  the  two  classes. 


7.     SALES  YARDS 

The  provision  of  facilities  for  inspectors  at  salesyards,  such  as  drink- 
ing water,  toilet  facilities,  and  a  place  for  inspectors  to  do  their  book- 
work,  should  be  encouraged.  It  is  suggested  that  this  could  be  under- 
taken by  the  Livestock  Identification  Advisory  Board. 

8.     ESTRAYS  ADVERTISING 

The  advertising  of  estrayed  cattle  is  required  under  present  law,  but 
the  sj^stem  used  causes  excessive  delaj^s  to  the  point  that  in  some  cases 
the  advertising  is  entirely  ineffective.  The  inspector  reports  the  estray 
to  bureau  headquarters  which  in  turn  submits  a  proposed  advertisement 
to  department  headquarters,  which  must  submit  it  to  the  Department 
of  Finance  which  places  the  actual  advertising.  As  much  as  three  weeks 
can  elapse  from  the  time  the  estray  is  reported  until  the  advertisement 
appears.  Legislation  apparently  is  needed  to  allow  direct  placement  of 
the  ad.  Also,  it  is  recommended  that  the  ads  be  placed  in  the  "lost  and 
found"  section  of  newspapers  rather  than  in  the  legal  section. 

9.     FINANCING  THE  BUREAU 

A.  Fee  Collections 

Study  should  be  given  to  possible  improvements  in  methods  of  fee 
collections.  It  is  questionable  whether  the  inspectors  legally  designated 
as  law  enforcement  officers,  should  collect  fees.  Good  procedure  is  vio- 
lated, too,  since  copies  of  inspection  certificates  made  out  by  inspectors 
are  the  only  documents  available  in  the  central  office  to  check  sufficiency 
of  collections.  The  inspector  forwards  both  the  money  and  the  certifi- 
cate copies.  The  loophole  is  obvious.  Inspectors  should  be  relieved  of 
fee  collection  wherever  possible,  and  it  is  suggested  that  a  billing  sys- 
tem in  the  central  office  be  considered,  at  least  in  the  case  of  the  cattle 
yards  and  ma.jor  sellers.  Fees  which  amount  to  less  than  the  cost  of 
accounting  for  them  should  be  abandoned. 

B.  Support  Funds 

Sources  of  funds  for  bureau  support  should  be  thoroughly  reviewed. 
A  per  capita  tax,  as  imposed  in  a  number  of  other  states,  would  seem 
to  provide  a  much  simpler  method  of  raising  necessary  funds  for  the 
agency's  operations.  Consideration  should  be  given  to  whether  the 
agency  should  be  supported  entirely  by  the  cattle  industry  or  whether 
some  money  from  the  State  General  Fund  should  be  provided,  or 
whether  support  should  come  entirely  from  the  General  Fund.  There 
is  a  direct  benefit  to  the  public  in  the  prevention  of  theft  and  the 
orderly  marketing  of  cattle,  since  the  lack  of  these  services  could  be 
reflected  in  prices  of  beef  and  dairy  products. 
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LETTER  OF  TRANSMITTAL 

June  18,  1959 
Hon.  Glenn  M.  Anderson,  President 
and  Members  of  the  Senate 

Gentlemen  :  Your  Senate  Special  Committee  on  Governmental  Ad- 
ministration created  by  Senate  Resolution  No.  40  (page  5105  of  the 
Senate  Journal  of  June  12,  1957)  presents  herewith  a  partial  report  of 
its  activities  and  the  results  of  its  review  of  the  issuance  by  the  Public 
Utilities  Commission  of  a  certificate  of  convenience  and  necessity  to  the 
Southern  California  AVater  Company  covering  an  area  in  Orange 
County. 

Respectfully  submitted, 

George  Miller,  Jr.,  Chairman 
Robert  I.  Montgomery 
Stanley  Arnold 
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REPORT  ON  ISSUANCE  BY  THE  PUBLIC  UTILITIES  COMMISSION 
OF  A  CERTIFICATE  OF  CONVENIENCE  AND  NECESSITY  TO 
THE  SOUTHERN  CALIFORNIA  WATER  COMPANY 

Early  in  1957,  residents  of  an  area  in  southwestern  Orange  County 
directed  a  series  of  protests  to  the  Governor  and  the  Legislature  con- 
cerning water  service  rates.  Petitions  asking  relief  from  what  were 
termed  exorbitant  charges  for  water,  containing  some  10,000  signatures, 
were  received  by  the  Senate  Rules  Committee.  The  matter  was  referred 
by  the  rules  committee  to  the  Senate  Special  Committee  on  Govern- 
mental Administration  for  study  and  report. 

A  staff  investigation  was  undertaken  of  the  allegations  made  by 
those  signing  the  petitions.  The  facts  developed  indicated  hearings  were 
held.  The  first  took  place  at  Newport  Beach  on  September  16  and  17, 
1957,  at  which  residents  of  the  area  and  officials  of  the  City  of  Stanton 
testified.  At  a  further  hearing  in  Sacramento  on  November  25  and  26, 
1957,  testimony  was  taken  from  members  of  the  California  Public  Utili- 
ties Commission  and  of  the  commission's  staff.  On  October  13,  1958, 
Superior  Judge  Alfred  Gitelson  and  Alfred  Kawin  appeared  before 
the  committee.  In  addition,  a  mass  of  documentary  material,  some  of  it 
obtained  by  subpoena,  was  examined. 

As  these  studies  and  hearings  progressed,  it  became  apparent  that 
three  lines  of  inquiry  should  be  pressed.  They  may  be  summed  up  in 
these  questions : 

1.  Why  was  the  Southern  California  Water  Company  given  a  cer- 
tificate of  public  convenience  and  necessity  by  the  Public  Utilities  Com- 
mission to  serve  residents  on  some  11,500  acres  in  Orange  County 
when — 

A.  Its  rates  were  demonstrably  higher  than  those  of  other  companies 
with  ability  to  serve  the  area,  and, 

B.  When  by  far  the  major  portion  of  the  11,500-acre  area  consisted 
of  flood  land  and  agricultural  land  not  planned  for  immediate 
development  1 

2.  Do  present  procedures  of  the  Public  Utilities  Commission,  and  the 
statutory  and  constitutional  provisions  under  which  the  commission 
operates,  provide  due  protection  for  utility  service  customers? 

3.  What  influence  if  any  did  a  financial  interest  held  by  former  Gov- 
ernor Goodwin  J.  Knight  have  on  commission  decisions  involving  the 
area  in  question  ? 

The  area  from  which  protests  were  received  lies  in  a  rapidly-develop- 
ing section  of  Orange  County,  north  and  west  of  the  community  of 
Garden  Grove.  In  the  area,  and  in  the  county  as  a  whole,  a  spectacular 
residential  and  commercial  expansion  had  been  taking  place  since  1950. 
In  that  year,  the  county's  population  was  recorded  as  218,000  by  the 
U.  S.  Census  Bureau.  By  1955  an  increase  of  66  percent,  to  350,900 
M^as  estimated  and  by  1958  the  population  estimate  had  jumped  to  596,- 
800.  In  a  single  year  plans  for  subdivision  of  more  than  2,000  tracts  in 
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the  county  were  filed.  In  this  situation  there  was  extreme  pressure  for 
rapid  provision  of  utility  and  other  services  necessary  for  urban  resi- 
dence. There  were  also  obvious  opportunities  for  profits  in  land  owner- 
ship and  speculation. 

Historically,  residences  and  commercial  enterprises  in  the  area  were 
served  by  privately  owned  water  companies  and  by  a  few  small  mutual 
water  companies.  A  public  agency,  the  Orange  County  Water  District, 
was  in  existence  but  its  main  function  was  to  import  water  for  re- 
charging the  underground  basin  to  offset  overdrafts  from  wells.  The 
companies  operating  water  service  systems  in  the  general  area  were  the 
Southern  California  Water  Company,  the  Lakewood  Water  and  Power 
Company,  the  Dyke  Water  Company,  the  Pacific  Water  Company  and 
Ideal  Petroleum  Company. 

COMPLAINTS  BORNE  OUT 

The  complaints  of  area  residents  that  Southern  California  Water 
Company  rates  were  higher  than  those  of  other  companies  able  to  oper- 
ate in  the  area  were  borne  out  by  testimony  of  witnesses  at  the  Newport 
Beach  hearings,  and  by  official  rate  schedules.  The  area  of  complaint 
was  centered  in  the  newly  formed  City  of  Stanton,  evidently  because 
Decision  53856  of  the  Public  Utilities  Commission  ordered  the  transfer 
of  Dyke  Water  Company  service  within  the  city  to  the  Southern  Cali- 
fornia Water  Company.  Among  a  dozen  residents  of  the  city  who  testi- 
fied were  the  mayor  and  the  other  four  members  of  the  city  council. 
Additional  petitions  were  filed  with  the  committee,  also,  in  protest 
against  water  rates  being  charged.  Councilman  Frank  Kohl's  testimony 
generally  typified  that  of  the  Stanton  witnesses.  An  excerpt  from  it 
follows : 

Q.  (Senator  Miller)  Would  you  tell  us  the  information  which 
you  have  concerning  the  certification  of  the  water  company.  South- 
ern California  Water  Company,  as  the  exclusive  supplier  of  water 
for  the  Stanton  area? 

A.  Well,  the  only  information  I  have  is  what  I've  heard. 

Q.  Have  you  received  any  complaints  in  your  official  capacity  as 
a  councilman  ? 

A.  Just  for  high  bills.  Real  high  bills. 

Q.  How  long  have  you  been  on  the  council,  Mr.  Kohl  1 

A.  Since  the  city  was  incorporated.  A  year  and  three  months  I 
believe  it  is  now. 

Q.  Can  you  tell  us  how  it  happens  that  the  city  hasn't  taken  any 
action  in  response  to  the  complaints  that  were  received. 

A.  Well,  in  the  beginning,  when  the  city  was  originally  incor- 
porated, we  had  an  awful  lot  of  discussion  on  water  and  we  were 
toying  with  the  idea  then  of  whether  we  should  ask  for  a  franchise 
- — ask  for  proposals  from  the  different  water  companies.  There 
were  some  hectic  meetings  at  the  firehouse  where  we  met  at  that 
time,  but  the  whole  thing  was  cut  short  by  their  ruling  of  the 
PUC  awarding  the  balance  of  the  city  to  the  Southern  California 
Water  Company.  I  think  that  must  have  happened  around  Decem- 
ber sometime,  I'm  not  sure  what  date. 
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Q.  "Were  you  ever  advised  by  anyone  that  there  was  nothing  the 
city  could  do  about  this  order? 

A.  No,  not  by  anybody  in  an  official  capacity. 

Mayor  Victor  Zuniga  summarized  a  report  he  submitted  to  the  com- 
mittee in  the  following  testimony : 

Q.  (Mr.  Martin)  Mr.  Zuniga,  without  going  through  your  report 
at  this  time,  could  you  just  summarize  the  material  that  you  have 
set  forth  in  writing  to  the  committee? 

A.  "Well,  summarizing  it,  I  would  say  that  the  water  rates  could 
be  a  lot  lower  for  the  amount  of  water  used.  The  overall  picture 
of  the  city,  the  rates  being  high,  does  enhance  the  city  in  the 
usage  of  water.  By  letting  the  lawns  dry  up  or  not  using  sufficient 
water  to  keep  the  water  rates  down,  or  the  w^ater  cost,  people  will 
suffer  from  actual  need  of  more  water.  Not  only  from  the  land 
valuation  standpoint,  but  the  general  welfare,  general  health.  I 
believe  that  consideration  should  be  given  to  a  more  equitable 
amount  of  water  for  a  given  price. 

More  specifically,  there  were  complaints  from  owners  of  rental 
property  that  higher  rates  for  water  from  the  Southern  California 
Water  Company,  as  they  became  apparent  to  tenants,  resulted  in 
rapid  turnover  and  rental  losses. 

SUBDIVIDERS  AFFECTED 

Several  subdividers  appeared  before  the  committee  to  testify  that  the 
cost  of  main  extensions  to  bring  w^ater  to  the  properties  they  were  devel- 
oping was  considerably  higher  for  the  Southern  California  Water  Com- 
pany than  for  Dyke  Water  Company.  Typical  was  testimony  of  Jerry 
W.  McPherson  of  Dream  Home,  Inc.,  of  Garden  Grove.  McPherson 
testified  that  because  of  Decision  53856  he  was  required  to  contract  for 
service  with  Southern  California,  whose  nearest  facilities  were  between 
a  mile  and  two  miles  away.  Dyke  was  serving  adjoining  property,  he 
said.  Southern  California  quoted  a  cost  of  $41,000  for  a  water  line  to 
reach  the  16  acres  he  was  developing,  McPherson  said.  The  comparable 
cost  for  Dyke  service,  he  said,  would  be  $6,550. 

The  fact  that  water  delivered  by  Southern  California  Water  Com- 
pany in  the  Stanton  area  was  metered  while  Dyke  Water  Company  was 
on  a  flat  rate  basis  obviously  contributed  to  the  dissatisfaction  of 
Southern  California  customers.  Dyke 's  flat  rate  charge  was  $3  a  month. 
An  exact  comparison  with  charges  for  metered  water  delivered  by 
Southern  California  obviously  is  impossible.  However,  witnesses  said 
that  a  Southern  California  bill  for  an  average  household  amounted  to 
from  two  to  two  and  one-half  times  the  amount  of  a  Dyke  bill.  It  should 
be  pointed  out,  however,  that  Dyke  had  been  ordered  by  the  Public 
Utilities  Commission  to  install  over  a  four-year  period  meters  for  all 
customers. 

Schedules  of  metered  charges  for  water  delivered  by  each  company, 
as  approved  by  the  commission,  are  included  in  the  appendix  to  this 
report.  There  was  testimony  that  an  average  household  in  the  area 
would  use  about  6,000  cubic  feet  of  water  over  the  two-month  billing 
period  used  by  companies  in  the  area.  On  this  basis,  an  average  bill  for 
water  delivered  by  Southern  California  would  be  $14.14,  and  for  Dyke 
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$9.  Thus,  the  Southern  California  metered  charge  was  some  57  percent 
higher  than  that  of  Dyke. 

One  witness,  Lee  T.  Hollopeter,  secretary-treasurer  of  Lakewood 
Water  and  Power  Company,  calculated  typical  bills  for  metered  cus- 
tomers of  various  companies  for  a  year  as  follows :  Southern  Califor- 
nia, $52.54;  Dyke,  $36.90;  Pacific  Water,  $37;  and  Lakewood,  $31.78. 

STANTON  CITY'S  POSITION 

The  Stanton  city  officials  testified  that  they  were  in  a  difficult  if  not 
impossible  position  to  influence  the  choice  of  a  company  or  companies 
to  deliver  water  to  city  residences.  The  city  was  officially  incorporated 
on  June  4,  1956.  However,  the  four  companies  seeking  certification  for 
service  in  the  area  already  held  general  franchises  from  the  County 
of  Orange.  And,  by  this  time  L^tilities  Commission  hearings  had  been 
completed  on  applications  covering  uncertificated  sections  in  the  area 
and  a  decision  was  in  preparation  affecting  some  areas  already  certifi- 
cated to  particular  companies.  The  only  feasible  alternate  course  open  to 
them,  the  Stanton  officials  testified,  was  to  establish  a  city-owned  system. 
However,  the  city  had  been  formed  on  the  premise  that  no  local  prop- 
erty taxes  would  be  levied,  with  such  services  as  would  be  provided  to 
be  financed  by  subventions  and  other  nontax  revenues.  This  concept 
would  have  to  be  abandoned,  it  was  pointed  out,  to  provide  a  base  for 
bond  financing  for  waterworks.  Also,  it  would  be  uneconomic  or  labor- 
iously time-consuming  to  establish  a  public  system  in  an  area  where 
wells,  mains  and  other  basic  facilities  already  were  in  place  under 
ownership  of  private  companies. 

It  w'ill  be  obvious  from  the  preceding  recital  that  the  committee's 
attention  was  drawn  at  an  early  stage  to  the  decision  of  the  Public 
Utilities  Commission  awarding  to  the  Southern  California  Water  Com- 
pany a  large  area  in  southwestern  Orange  County  into  which  the  com- 
pany should  extend  its  service.  This  decision.  No.  53856,  was  rendered 
on  October  1,  1956,  and  resulted  from  a  consolidated  hearing  completed 
on  December  8,  1955.  Also  of  significance  in  the  inquiry  was  commis- 
sion action  on  December  18,  1956,  granting  a  supplemental  applica- 
tion of  Southern  California  for  service  to  1,067  acres  in  the  so-called 
Rossmoor  tract. 

APPLICATIONS  FROM  FOUR  COMPANIES 

Decision  No.  53856  and  the  hearings  that  preceded  it  resulted  from 
overlapping  applications  filed  bj^  four  companies.  The  Pacific  Water 
Company  was  the  first  to  file,  followed  in  order  by  Dyke  Water  Com- 
pany, Southern  California  Water  Compam-,  and  Lakewood  Water  and 
Power  Company.  The  territory  for  which  each  of  the  companies  sought 
a  certificate  was  not  identical,  but  an  identical  area  of  some  20,000  acres 
was  included  in  each  application.  Southern  California's  original  appli- 
cation, for  instance,  covered  some  35,000  acres. 

The  decision  granted  a  certificate  to  Southern  California  covering 
some  11,500  acres,  in  areas  covered  by  applications  of  all  four  com- 
panies. The  decision  also  urged  Dyke  Water  Companj'  to  negotiate  sale 
to  Southern  California  of  facilities  Dyke  had  constructed  and  had  in 
operation  to  serve  some  3,000  residents  in  the  Stanton  area. 
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Decision  No.  58856  was  uimsual  ii'  not  unprecedented  in  several 
ways: 

1 — A  delay  of  more  than  eight  months  occurred  between  the  date  on 
which  hearings  were  completed  and  the  date  of  the  decision,  al- 
though the  decision  was  based  in  part  on  an  "emergency"  situa- 
tion said  to  exist  in  the  area. 

2 — Of  the  four  companies  competing  for  the  territory  concerned  in 
the  decision,  the  company  with  the  highest  water  rates  was  certifi- 
cated. 

3 — The  decision  set  up  "spheres  of  operations"  for  the  four  com- 
panies, and  included  in  the  Southern  California  Water  Company 
' '  sphere ' '  land  for  which  there  was  no  showing  of  need  for  in^me- 
diate  water  service. 

4 — The  sphere  of  operation  for  Southern  California  Water  Company 
included  areas  into  which  other  companies  had  legally  extended 
service  under  authority  of  Section  1001  of  the  Public  Utilities 
Code. 

5 — The  decision  "urged"  and  "recommended"  that  "island  sys- 
tems" thus  created  be  sold  to  the  Southern  California  Water 
Company. 

HEARINGS  ON  APPLICATIONS 

Public  hearings  which  resulted  in  Decision  No.  53856  opened  on 
September  28,  1955,  and  were  concluded  on  December  8th  of  the  same 
year.  They  were  recessed  on  three  occasions  and  the  sessions  actually 
held  consumed  some  18  days.  Examiner  Stewart  C.  Warner  presided 
during  the  hearings,  although  commission  member  Justus  F.  Craemer 
also  was  present  during  the  first  three  days. 

Examiner  Warner  completed  a  proposed  decision  on  February  29, 
1956,  but  nearly  six  months  elapsed  before  the  commission  issued  the 
formal  decision. 

Warner  testified  before  the  committee  that  he  was  called  to  San 
Francisco  (his  office  was  in  Los  Angeles)  to  confer  with  commission 
members  and  staff  after  he  submitted  his  proposed  decision.  He  de- 
scribed as  a  subject  of  the  conference  the  disposal  to  Southern  Cali- 
fornia Water  Company  of  the  "island  systems"  of  other  companies 
within  the  area  proposed  to  be  certificated  to  Southern  California.  As 
written,  his  proposed  decision  had  directed  the  sale  of  the  island  sys- 
tems. Commission  attorneys  advised  him,  he  testified,  that  the  commis- 
sion did  not  have  power  to  order  such  sale.  In  its  final  form,  the  deci- 
sion contained  this  language  on  the  subject : 

In  furtherance  of  the  policy  hereinbefore  expressed  in  the  estab- 
lishment of  spheres  of  operations,  the  Commission  urges  upon  and 
recommends  to  each  of  the  water  utilities  involved  in  these  consoli- 
dated proceedings  that  it  voluntarily  negotiate  and  deal  with  the 
respective  water  utility  certificated  by  the  order  which  follows 
within  a  specific  sphere  of  operations  for  the  sale  and  purchase  of 
such  "island"  water  systems. 

It  does  not  appear  to  the  committee  that  a  serious  drafting  problem, 
requiring  long  dela}^,  was  involved  in  making  the  language  of  the  deci- 
sion conform  to  the  legal  authority  of  the  commission. 
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WHAT  VMS  THE  "EMERGENCY"? 

The  "state  of  emergency"  cited  in  Decision  No.  53856,  it  should  be 
pointed  out,  did  not  involve  the  failure  of  home  purchasers  to  receive 
water  service.  Water  facilities  were  being  installed  and  deliveries  were 
being-  made  as  subdivisions  were  constructed,  either  by  extensions  under 
Section  1001  or  commission  decisions  authorizing  service  to  relatively 
small  areas.  Nor  was  a  general  shortage  of  water  in  the  area  cited  as 
contributing  to  an  emergency.  The  decision  stated  that  "the  record 
shows  that  each  of  the  applicants  has  applied  for  and  can  obtain  its 
needed  water  from  the  Metropolitan  Water  District. ' ' 

The  commission  found,  rather,  that  a  state  of  emergency  existed 
because  of  "unhealthj^,  uneconomic  and  improper  competition"  among 
water  companies  in  the  area.  The  decision  stated  that  there  "is  no 
question  but  that  uncontrolled  competition  for  subdivision  contracts 
for  water  system  installations  among  public  utility  water  companies, 
and  the  resultant  variety  of  installations,  services  and  rates,  are  con- 
trary to  the  public  interest  and  must  cease." 

It  is  noteworthy  that  Examiner  Warner  testified  that  he  did  not 
include  a  statement  of  emergency  in  the  proposed  decision  he  prepared. 
He  also  testified  that  a  map  he  prepared  which  delineated  the  "spheres 
of  operation"  for  the  companies  involved  was  altered  by  the  commis- 
sion itself  in  June  of  1956.  Such  maps  become  a  part  of  decisions  and 
thus  the  "spheres"  finally  decided  upon  by  the  commission  appar- 
ently were  not  those  recommended  by  Warner. 

If  it  is  granted  that  the  situation  described  constituted  an  emer- 
gency, the  commission's  delay  in  acting  on  the  application  before  it 
was  grossly  dilatory  and  is  subject  to  severe  criticism.  Furthermore, 
there  was  no  mention  during  the  hearings  on  the  applications  of  the 
existence  of  an  "emergency"  situation. 

VARYING  RATES  OF  COMPANIES 

The  commission  took  notice  of  the  varjdng  rates  of  the  companies 
seeking  to  serve  the  area  in  Decision  No.  53856,  stating  that  the  "re- 
spective consumers  were  and  are  being  charged  various  levels  of  rates." 
The  rate  schedules  of  the  companies,  of  course,  were  on  file  with  the 
commission  and  in  fact  had  been  approved  by  the  commission.  Also, 
the  decision  did  set  service  rates  for  the  area  certificated,  authorizing 
Southern  California  Water  Company  to  apply  schedules  already  in 
force  in  other  area. 

Earlier  in  this  report,  it  is  shown  that  these  rates  were  higher  than 
those  authorized  to  be  charged  by  each  of  the  other  companies  which 
applied  for  permission  to  serve  the  area.  The  decision  did  not  make  any 
recital  of  facts  concerning  the  rates  of  the  various  companies  or  of  data 
on  investment  and  operating  expenses  which  might  or  might  not  justify 
the  rates  being  charged.  No  comparison  was  made  of  Southern  Cali- 
fornia Water  Company's  rates  with  those  of  the  other  companies, 
although  the  decision  stated  that  "the  commission  reserves  the  right 
and  recognizes  its  duty  at  all  times  to  review  the  reasonableness  of 
applicant's  charges  for  water  service  not  only  in  its  spheres  of  opera- 
tions in  southwestern  Orange  County,  but  in  any  or  all  of  its  districts. ' ' 
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In  separate  but  subsidiary  decisions  denying  service  extensions  to 
the  other  companies  which  applied  for  the  area  involved,  the  commis- 
sion specifically  stated  that  these  companies  had  satisfactory  operating 
records. 

SECTION   1001    NEGATED 

Portions  of  Decision  No.  53856  which  set  out  spheres  of  operation 
for  the  companies  involved  appears  to  negate  Section  1001  of  the 
Public  Utilities  Code,  especially  since  much  of  the  land  affected  was 
undeveloped.  Section  1001  is  quoted  in  full  in  the  appendix  of  this 
report.  It  contains  a  general  prohibition  against  utility  service  to  an 
area  without  issuance  of  a  certificate  of  public  convenience  and  neces- 
sity, but  adds : 

This  article  shall  not  be  construed  to  require  any  such  corpora- 
tion to  secure  such  certificate  for  an  extension  within  any  city  or 
city  and  county  within  which  it  has  theretofore  lawfully  com- 
menced operations,  or  for  an  extension  into  territory  either  within 
or  without  a  city  or  city  and  county  contiguous  to  its  street  rail- 
road, or  line,  plant,  or  system,  and  not  theretofore  served  by  a 
public  utility  of  like  character,  or  for  an  extension  within  or  to 
territory  already  served  by  it,  necessary  in  the  ordinary  course 
of  its  business. 

The  procedure  authorized  by  Section  1001  would  appear  to  give  some 
guarantee  that  utility  companies  w^ould  extend  service  only  to  areas 
where  there  is  a  demand  for  service.  In  contrast,  under  the  sphere  of 
operation  theory  Southern  California  Water  Company  was  granted  a 
certificate  for  a  large  area  of  undeveloped  land  for  which  no  showing 
was  made  that  development  plans  were  under  way. 

The  commission  itself  in  a  1951  case  (51  Cal.  PUC  565)  held  that: 
''Where  the  record  shows  that  the  water  utility  has  received  no  request 
to  provide  service  in  a  particular  area,  has  no  firm  plans  for  construct- 
ing or  operating  a  water  system  therein,  and  there  is  no  showing  of 
public  convenience  and  necessity  to  serve  the  area,  application  to  serve 
such  area  shall  be  denied." 

UNDEVELOPED  LAND  CERTIFICATED 

There  appeared  from  the  hearings  to  be  no  argument  but  that  there 
were  no  plans  for  development  of  a  very  large  part  of  the  11,500  acres 
certificated  to  Southern  California  Water  Company.  Examiner  Warner 
testified  that  the  company  submitted  one  completed  contract  with  a 
subdivider,  six  or  seven  tentative  contracts  and  cited  also  telephone 
inquiries  for  water  service  to  subdivisions.  He  listed  subdivisions  in 
these  categories  which  were  planned  for  some  2,400  homes.  Apparently 
they  involved  less  than  1,000  acres  of  the  total  area  certificated. 

In  the  course  of  the  hearings  which  led  up  to  Decision  No.  53856, 
it  should  be  pointed  out,  some  45  landowners  protested  against  inclu- 
sion of  their  land  in  the  area  to  be  certificated.  Without  exception, 
these  requests  for  exclusion  were  granted.  The  area  involved  amounted 
to  some  3,800  acres. 
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Examiner  Warner  was  questioned  on  this  point,  as  follows : 

Mr.  Martin:  Q.  Mr.  Warner,  there  was  nothing  that  distin- 
guished the  major  portion  of  this  land  from  the  areas  that  the 
landowners  appeared  and  protested  and  had  excluded,  much  of 
this  undeveloped  land  at  the  time  of  this  hearing? 

A.  You  are  referring  to  the  Southern  California  area  ? 

Q.  Yes,  sir. 

A.  Yes. 

Q.  And  actually  the  areas  that  were  excluded  constitute  islands 
now  within  your  perimeter  that  Avas  granted  to  the  Southern  Cali- 
fornia Water  Company. 

A.  I  am  referring  to  Appendix  A  attached  to  the  decisions  and 
I  see  no  area  certificated  to  Southern  California  Water  Company 
which  has  an  island  designated  as  a  landowner 's  property  excluded. 

Q.  Where  were  these  properties  that  were  excluded,  Mr.  Warner  ? 

A.  They  were — they  are  designated  by  number  and  parcel  num- 
ber on  the  map.  Appendix  A,  and  they  were  in  the  area  south  of 
Garden  Grove  Avenue,  except  for  an  area  near  the  Los  Alamitos 
Naval  Reserve  Air  Base,  on  the  north  thereof,  south  of  Garden 
Grove  Avenue  to  Bolsa  Chica  Road,  nearly  south  to  Wintersburg 
Avenue  and  east  to  Cannery  Street,  and  some  others  in  the  Hun- 
tington Beach  area.  Well,  some  of  these  areas  were  immediately 
contiguous  to  the  areas  granted,  were  they  not? 

A.  Yes,  sir. 

Examiner  Warner  also  testified  that  Dyke  Water  Company  .submitted 
some  80  contracts  with  developers  for  service  to  subdivisions  planned 
within  the  area.  In  part,  these  represented  areas  into  which  Dyke  had 
extended  service  under  Section  1001  and  for  which  the  company  had 
sought  certificates  in  previous  years.  Dyke  Lansdale,  President  of  Dyke, 
testified  that  his  company  was  serving  about  3,000  customers  in  areas 
which  were  included  in  the  sphere  of  operation  assigned  to  Southern 
California  Water  Company. 

Dyke  Water  Company,  of  course,  had  installed  facilities  to  serve 
these  customers.  And,  it  was  these  facilities  that  Decision  Xo.  53856 
urged  and  recommended  be  sold  to  Southern  California  Water  Com- 
pany. Examiner  Warner,  as  pointed  out  earlier,  had  drafted  a  proposed 
decision  ordering  the  sale  of  "island"  facilities  of  Dyke  Water  Com- 
pany, and  prescribing  standard  commission  procedures  for  valuing  the 
properties  for  the  sale.  Commission  attorneys  held  the  commission  did 
not  have  power  to  make  such  an  order. 

It  appears  obvious,  however,  that  the  decision  as  written  had  the 
practical  effect  of  an  order  since  Dyke,  like  other  water  companies, 
would  be  seeking  commission  approval  for  extensions  of  service,  rate 
adjustments  and  other  actions  subject  to  commission  review. 

APPEAL  TAKEN 

xVn  appeal  against  Decision  No.  53856  was  taken  to  the  California 
Supreme  Court  by  Dyke  Water  Company,  in  the  form  of  a  petition  for 
a  writ  of  review.  The  petition  was  denied.  Later  in  this  report  there 
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will  be  a  discussion  of  present  procedures  for  appeal  from  Public 
Utilities  Commission  decisions. 

Decision  No.  53856  was  issued  on  October  1,  1956.  Bight  days  later 
Southern  California  Water  Company  filed  a  supplemental  application 
for  a  certificate  to  serve  1,067  acres  in  the  so-called  Rossmoor  tract.  The 
application  was  granted  in  Decision  No.  54303,  dated  December  18, 
1956.  This  area  had  been  included  in  Southern  California  "Water  Com- 
pany's application  which  resulted  in  Decision  No.  53856.  However,  this 
acreage  had  been  excluded  from  the  area  certificated.  Protests  against 
certification  had  been  made  by  the  then  owners,  Fred  H.  Bixby  Ranch 
Company,  Lakewood  Rancho  Land  Company,  and  the  Irving  Company. 
These  protests  were  withdrawn  in  a  letter  elated  September  10,  1956. 

The  Rossmoor  tract  is  located  near  the  Orange-Los  Angeles  county 
line,  on  the  south  and  east  of  the  area  certificated  to  Southern  Califor- 
nia Water  Company  by  Decision  No.  53856.  Prior  to  the  issuance  of  that 
decision  Southern  California  Water  Company  was  serving,  under  certi- 
ficate, some  826  customers  in  the  Los  Alamitos  area,  which  adjoined 
the  Rossmoor  tract  for  about  a  quarter  mile  each  on  the  east  and  north. 
A  part  of  the  certificated  area  of  Lakewood  Water  and  Power  Com- 
pany lay  about  a  half  mile  west  of  the  Rossmoor  tract.  After  issuance 
of  Decision  No.  53856,  the  certificated  area  of  Southern  California 
Water  Company  extended  entirely  along  the  northern  and  eastern 
boundaries  of  the  tract. 

It  should  be  pointed  out  that  prior  to  issuance  of  Decision  No.  53856, 
Southern  California  Water  Company  served  three  small  sections  within 
the  "sphere  of  operation"  later  awarded  to  the  company  by  that  de- 
cision. These  included  493  connections  in  the  Cypress  section,  366  con- 
nections in  the  Stanton  section,  and  the  826  in  the  Los  Alamitos  section. 
Dyke  Water  Company,  within  this  sphere,  served  some  3,000  customers 
along  the  eastern  side.  Pacific  Water  Company  served  a  small  section 
at  the  southeastern  corner  of  the  ' '  sphere. ' ' 

SITUATION  AFTER  CERTIFICATION 

After  the  commission  had  awarded  a  certificate  to  the  11,500  acre 
area  to  Southern  California  Water  Company  in  Decision  No.  53856, 
it  became  relatively  easy  to  allow  the  company  to  serve  the  Rossmoor 
tract. 

In  its  Decision  No.  54303  awarding  the  Rossmoor  tract  to  Southern 
California,  the  commission  said: 

The  commission  finds  and  concludes  that  public  convenience  and 
necessity  require  that  the  application  be  granted,  and  that  the 
restriction  imposed  against  the  extension  of  applicant's  water  sys- 
tem outside  its  sphere  of  operations  created  by  Decision  No.  53856, 
dated  October  1,  1956,  in  Application  No.  37172  (supra)  without 
further  order  of  the  commission,  be  lifted,  and  that  applicant  be 
authorized  to  extend  its  water  system  into  Tentative  Tract  No. 
3072,  Orange  County,  and  adjoining  territory;  the  so-called  Ross- 
moor Subdivision,  and  the  order  which  follows  will  so  provide.  The 
lifting  of  said  restriction  shall  not  be  construed  otherwise  than 
that  it  applies  to  the  specific  area  authorized  to  be  served.  It  is 
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noted  that  this  area  is  contiguous  to  applicant's  presently  certifi- 
cated area  on  two  sides;  that  it  could  not,  under  the  principles 
enunciated  in  Decision  No.  53856  and  related  decisions,  be  certifi- 
cated to  any  water  utility  other  than  applicant;  and  that,  had 
the  need  for  service  to  the  area  been  proved  at  the  earlier  hearings 
on  application  No.  37172,  the  area  undoubtedly  ivould  have  heen 
inclnded  in  the  terriiory  assigned  to  applicant  in  Decision  53856. 
The  decision  herein,  on  this  supplemental  application,  is  not,  there- 
fore, a  deviation  from  the  principles  set  forth  in  Decision  No. 
53856;  but  a  strict  application  of  those  principles  to  a  new 
situation. 

The  Rossmoor  tract  was  proposed  for  development  by  Ross  W.  Cor- 
tese,  and  the  land  was  being  subdivided  and  houses  built  at  the  time 
the  study  by  this  committee  was  underway.  In  applying  for  a  certificate 
to  serve  the  tract,  Southern  California  Water  Company  presented  an 
agreement  with  Cortese  to  provide  water  service  for  the  tract.  The 
agreement  was  of  a  type  seldom  used  and  was  particularly  advan- 
tageous to  Cortese. 

ADVANCES  FOR  WATER  MAINS 

Under  commission  rules,  a  subdivider  advances  to  the  water  utility 
who  is  to  serve  the  area  the  cost  of  mains  to  provide  the  service.  These 
costs  are  refunded  by  either  of  two  methods  and  the  water  utility  has 
the  sole  power  to  choose  between  them.  Under  the  usual  method,  the 
subdivided  is  paid  22  percent  of  the  revenue  from  each  home  connec- 
tion until  the  cost  allocated  to  mains  serving  that  home  is  amortized 
or  for  20  years  whichever  is  shorter.  The  committee  received  testimony 
that  this  payoff  period  varies  from  10  to  20  years.  The  subdivider  does 
not  receive  interest  on  his  advances,  or  the  balances  of  advances,  dur- 
ing these  periods. 

Under  the  other  method,  the  entire  cost  allocated  to  a  group  of 
houses  is  refunded  as  soon  as  service  is  started  to  half  of  the  houses 
in  the  group.  This  is  termed  a  "proportionate  cost"  method  and  was 
authorized  for  use  by  the  commission  on  September  28,  1954.  The 
advantage  to  the  subdivider  in  the  use  of  this  method  is  obvious,  since 
in  comparison  with  the  other  method  it  does  not  require  him  to  tie  up 
what  can  be  very  large  amounts  of  capital  on  which  he  does  not  receive 
interest. 

The  proportionate  cost  method,  at  Southern  California  Water  Com- 
panj^'s  choice,  was  prescribed  in  the  companj^'s  agreement  with  Cor- 
tese. Testifj'ing  before  the  committee  on  November  26,  1957,  C.  P. 
Harnish,  president  of  Southern  California  Water  Company,  said  that 
Cortese  so  far  had  advanced  to  the  water  company  $277,237  for  in- 
stallation of  mains.  Of  this  amount,  Harnish  testified,  $99,210  had 
been  refunded  up  to  that  time.  Harnish  testified  further,  as  follows : 

"  *  *  *  At  the  present  time  we  have  in  effect  $178,027  of  Mr. 
Cortese 's  money  which  lie  advanced  to  us  in  accordance  with  the  agree- 
ment, in  accordance  with  the  rule,  subject  to  refund.  And  the  way 
he's  building  houses,  there's  no  question  but  what  the  money  will  be 
refunded  to  him  in  entirety." 
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EARLY  REFUNDS 

It  is  emphasized  that  these  advances  of  more  than  a  quarter-million 
dollars,  and  the  refund  of  about  $100,000,  apparently  had  occurred 
within  some  11  months.  The  decision  authorizing  Southern  California 
Water  Company  to  serve  the  Eossmoor  tract  was  issued  December  18, 
1956.  Harnisli  testified  on  November  26,  1957. 

Harnish  testified  also  that  Cortese  at  that  time  had  developed  1,222 
lots  of  some  4,000  that  could  be  developed  in  the  tract.  Thus  it  would 
appear  that  Cortese  might  advance  as  much  as  $1,000,000  for  main 
extensions  for  full  development  of  the  tract.  However,  if  houses  were 
sold  soon  after  completion  he  apparently  could  expect  refunds  within 
a  year  after  the  advances  were  made.  On  this  basis,  the  savings  in  the 
cost  of  money  on  the  advances  easily  could  amount  to  half  or  more  of 
the  total  advances — $500,000  on  full  development — as  against  the  re- 
fund from  revenue  method. 

It  is  emphasized  also  that  it  is  most  beneficial  to  a  builder  and  de- 
veloper not  to  have  capital  tied  up  over  long  periods.  In  effect,  he 
uses  his  capital  as  a  revolving  fund  with  outgo  for  materials  and  labor, 
and  replenishment  from  house  sales.  Under  the  agreement  Cortese  ob- 
tained from  Southern  California  Water  Company,  he  was  able  not 
only  to  avoid  tying  up  capital  over  a  long  period  but  also  avoid  tying 
up  at  any  one  time  the  total  amount  of  advances  necessary. 

DATA  ON  USE  OF  METHODS 

At  the  request  of  the  committee,  Southern  California  Water  Com- 
pany furnished  data  on  the  company's  use  of  the  two  methods  of  re- 
fund. Philip  L.  Walsh,  companj^  vice  president,  said  in  a  letter  that 
the  company  throughout  its  entire  system  had  made  124  agreements 
for  refunds  of  advances  for  construction  of  mains  in  subdivisions  since 
the  proportionate  cost  method  Avas  authorized  on  September  24,  1954. 

"Of  this  number,"  Walsh  wrote,  "109  provided  for  refunds  on  the 
22  percent  of  revenue  basis  extending  over  a  20-year  period,  with  the 
remaining  15  providing  for  refunds  on  the  proportionate  cost  methods. 
Included  in  this  number  is  the  Rossmoor  development." 

Through  purchase  agreements  and  options,  Cortese  obtained  land  for 
residential  development  in  the  Rossmoor  tract  from  the  Lakewood 
Rancho  Land  Company  and  the  Los  Coyotes  Land  Company.  His 
acquisitions  totaled  less  than  the  1,067  acres  in  the  tract.  The  sellers 
reserved  an  interest  with  Cortese  in  some  of  the  land.  This  land  was 
to  be  used  for  commercial  development. 

Both  Lakewood  Rancho  Land  Company  and  Los  Coyotes  Land 
Company  had  two  identical  general  partners.  They  were  K.  G.  &  Co. 
and  Edward  Rothschild.  K.  G.  &  Co.  was  composed  of  three  partners, 
Alfred  Gitelson,  Morris  Kawin,  and  Goodwin  J.  Knight,  then  Governor 
of  California.  The  committee  obtained  by  agreement  or  subpoena  certain 
books  and  records  of  these  companies. 

K.  G.  &  Co.  was  formed  in  1951.  Knight  contributed  $25,000  and  was 
to  receive  20  percent  of  the  profits.  He  withdrew  only  part  of  the 
profits  as  they  were  credited  to  him  and  his  capital  account  as  it 
appeared  on  the  books  of  the  co-partnership  on  January  31,  1957, 
amounted  to   $46,110.46.    His   account   was   closed   on   that   date,   by 
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purchase  of  his  interest  by  the  other  two  partners.  The  purchase  price 
was  $65,000.  Knight's  withdrawal  resulted  from  an  agreement  dated 
November  1,  1956,  to  take  effect  on  January  31,  1957.  Gitelson  insisted 
in  testimony  that  Knight  was  being  paid  on  book  value  on  a  cash 
accounting  basis  as  of  January  31,  1957. 

GITELSON  TESTIFIES 

Gitelson  w-as  a  superior  court  judge  in  Los  Angeles  County,  ap- 
pointed originally  to  that  position  by  Knight.  He  testified  extensively 
before  the  committee.  In  his  testimony-,  he  said  that  Knight's  with- 
drawal resulted  from  an  investment  of  K.  G.  &  Co.  in  the  Belmont 
Cemetery  Association.  Gitelson  testified  that  Knight  was  not  informed 
of  this  investment  at  the  time  it  was  made.  Knight  insisted,  Gitelson 
said,  that  K.  G.  &  Co.  should  dispose  of  its  interest  in  the  cemetery 
association  without  profit  to  Knight.  Knight  gave  as  his  reason,  Gitel- 
son said,  the  fact  that  he  had  power  of  appointment  or  reappointment 
of  members  of  the  State  Cemetery  Board,  which  has  certain  regulatory 
powers  over  cemetery  groups.  K.  G.  &  Co.  did  not  dispose  of  its  interest 
in  the  cemetery  concern,  Gitelson  said,  and  the  two  partners  other 
than  Knight  decided  instead  to  purchase  his  interest  in  the  co-partner- 
ship. A  brief  statement  of  K.  G.  &  Co.'s  investment  in  the  cemetery 
concern,  prepared  by  the  committee  "s  accounting  consultant,  follows : 
During  the  month  of  December,  1955,  K.  G.  &  Co.  purchased 
one-third  of  the  capital  stock  of  Belmont  Cemetery  Association, 
and  in  May,  1956,  a  partial  liquidation  of  that  corporation  was 
effected  and  certain  assets  and  properties  of  that  corporation  were 
transferred  to  some  of  the  shareholders,  including  K.  G.  &  Co.,  as 
tenauts-in-common,    and   in   redemption   by    that    corporation    of 
shares  of  its  capital  stock.   Shortly  thereafter  the  shareholders, 
including  K.  G.  &  Co.,  which  received  assets  from  Belmont  Ceme- 
tery Association  in  redemption  of  shares  of  the  capital  stock  of 
that  corporation,  formed  a  limited  partnership  known  as  Belmont 
Associates,  Ltd.,  and  K.  G.  &  Co.  became  a  limited  partner  with 
a  capital  and  profit  share  interest  of  one-third.  The  accounting 
books  of  K.  G.  &  Co.  reflects  its  investment  in  Belmont  Associates, 
Ltd.  as  of  October  31,  1956,  to  be  .i^l36,236.67  and  as  of  Januarv  31, 
1957,  to  be  $130,782.96. 

As  of  January  31,  1957,  an  adjustment  was  made  in  the  capital 
account  of  Goodwin  J.  Knight  to  reduce  his  share  of  profits  of 
K.  G.  &  Co.  for  its  fiscal  year  ending  January  31,  1957,  by  the 
amount  of  $1,091.75  for  the  purpose  of  eliminating  au}^  participa- 
tion by  him  in  the  profits  derived  by  K.  G.  &  Co.  from  Belmont 
Associates,  Ltd. 

Both  Lake  wood  Eancho  Land  Company  and  Los  CoA^otes  Land  Com- 
pany were  formed  for  the  purpose  of  purchasing  the  Kossmoor  tract. 
Lakewood  was  organized  in  April,  1956,  and  capital  totaling  $1,400,000 
eventually  was  paid  in.  The  contribution  of  K.  G.  &  Co.  was  $100,000 
and  the  company  was  to  receive  a  proportionate,  7.14287  percent,  share 
of  the  profits.  Rothschild,  the  other  general  partner,  paid  in  $45,000, 
and  76  limited  partners  put  in  the  remainder. 
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Lakewood  also  borrowed  a  total  of  $715,000  from  the  California 
Bank  between  December  11,  1956,  and  Angnst  27,  1957.  Repayments 
were  completed  on  April  18,  1958. 

Los  Coyotes  was  formally  organized  on  December  27,  1956,  although 
the  company  obtained  purchase  agreements  and  options  dated  June  18, 
1956.  Total' capital  was  $630,000,  of  which  K.  G.  &  Co.  put  in  $45,000 
and  was  to  receive  the  same  proportionate  share  of  profits.  Rothschild 
put  in  $28,875  and  44  other  limited  partners  put  in  the  remainder. 

LAKEWOOD  PURCHASES 

Lakewood  purchased  or  obtained  options  on  757.193  acres  of  land  in 
what  became  the  Rossmoor  tract.  The  sellers  were  the  Irvine  Company, 
W.  B.  Hellis  and  Mary  S.  Hellis,  and  W.  S.  Tubach.  Los  Coyotes  pur- 
chased or  obtained  options  on  365.38  acres  of  land,  the  remainder  of 
what  became  the  Rossmoor  tract.  The  seller  was  the  Fred  H.  Bixby 
Land  Company. 

Lakewood  and  Los  Coyotes  obtained  the  land  and  options  described 
above  at  a  price  of  $5,500  an  acre.  With  the  exception  of  acreage  re- 
tained as  "commercial"  property,  the  land  and  options  were  sold  to 
Cortese.  The  sale  price  was  $7,900  an  acre.  Lakewood  paid  or  agreed 
to  pay  $1,368,189.60  for  the  land  sold  in  turn  to  Cortese,  who  agreed 
to  pay  $3,152,375  for  it.  Lakewood 's  gross  profit,  without  regard  for 
expenses,  was  $1,784,185.40. 

A  most  substantial  additional  profit  could  be  expected  to  accrue  to 
Lakewood  and  Los  Coyotes,  and  to  K.  G.  &  Co.,  from  the  withheld  com- 
mercial property. 

All  of  the  transactions  of  Lakewood  with  the  Irvine  group  were 
date  April  30,  1956,  except  for  a  purchase  agreement  for  12.24  acres 
dated  November  28,  1956.  Documents  showing  sale  of  the  Lakewood 
land  and  options  to  Cortese  were  dated  October  4,  ]0ri6,  November  28, 
1956,  January  21,  1957,  May  24,  1957,  December  2,  1957,  and  January 
18,  1957. 

Los  Coyotes  paid  or  agreed  to  pay  $612,640  for  the  land  and  options 
it  purchased  and  sold  them  to  Cortese  for  $1,489,502.  The  gross  profit 
was  $876,862.  The  agreements  by  which  Los  Coyotes  obtained  the  land 
and  options  from  the  Bixby  Company  were  dated  June  18,  1956, 
although  Los  Coyotes  did  not  formally  come  into  existence  until 
December,  1956,  or  January,  1957.  The  "agreement"  and  "option" 
covering  the  transactions  stated  the  parties  to  them  to  be  Fred  H. 
Bixby  Ranch  Company  and  Los  Coyotes  Land  Company,  a  limited 
part7iership,  of  ivhich  the  general  partners  are  (1)  K.  G.  &  Co.,  a  part- 
nership, and  (2)  Edward  Rothschild. 

Agreements  for  sale  of  the  Los  Coyotes  land  and  options  to  Cortese 
were  dated  July  29,  1957. 

ACQUISITIONS  FROM  LAKEWOOD 

Cortese  acquired  land  from  Lakewood  with  a  series  of  cash  payments 
and  promissory  notes.  The  cash  payments  amounted  to  $462,085.  How- 
ever, Lakewood  loaned  $450,000  to  Cortese  and  the  loans  at  least  at 
times  apparently  were  the  source  of  Cortese 's  payments.  Cortese  had 
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made  no  payments  on  the  Los  Coyotes  land  at  the  time  that  partner- 
ship's books  were  examined. 

Cortese's  first  payment  to  Lakewood  was  $25,000  on  May  3,  1956, 
and  was  in  prospect  of  obtaining  the  land  that  Lakewood  was  acqniring 
from  the  Irvine  gronp.  Gitelson  was  asked  if  there  was  any  agreement 
of  any  kind  drawn  at  that  time. 

"There  Vvas  a  gentleman's  agreement,  there  was  a  sort  of  an  nnder- 
standing,  if  yon  want  to  pnt  it  that  way,  of  negotiation  without  formal- 
ization and  without  the  detail, ' '  Gitelson  replied. 

Gitelson  also  testified  that  at  least  part  of  the  money  loaned  back 
to  Cortese  was  obtained  by  in  effect  discounting  promissory  notes  of 
Cortese  at  the  California  Bank.  Lakewood  endorsed  these  Cortese  notes, 
Gitelson  said.  He  said  he  did  not  believe  K.  G.  &  Co.  as  a  separate 
entitj^  endorsed  the  notes.  His  testimony  on  this  point  follows : 

Mr.  Sheets :  Well,  yon  did  have  an  interest  to  the  extent  that 
the  signature  of  K.  G.  &  Co.  as  a  general  partner,  the  endorse- 
ment you  call  it,  was  on  those  notes,  you  had  the  interest  to  see 
that  Mr.  Cortese  paid  those  notes,  didn't  you? 

Mr.  Gitelson :  AVe  liave  an  interest  as  a  general  partner  in  Lake- 
wood  Rancho  Land  Company  to  see  in  behalf  of  all  the  partners 
that  he  paid  all  of  his  notes,  not  merely  just  the  one  note.  "We 
sold  this  gentleman  land  that  Lakewood  Rancho  Land  Company 
had  paid  a  substantial  amount  of  money  for.  We  sold  it  to  him 
on  unsecured  notes  because  of  his  own  financial  abilities  and  of 
course  its  K.  G.  &  Co.'s  duties  to  its  other  partners  to  see  that 
Mr.  Cortese  pays  his  notes. 

LIr.  Sheets:  And  particularly  these  notes  when  K.  G.  and  Co.'s 
signature  was  on  them? 

Mr.  Gitelson:  1  wouldn't  say  particularly,  no.  In  my  humble 
opinion  we  owe  the  same  duty  to  administer  with  our  other  gen- 
eral partner,  Lakewood  Rancho  Land  Company  would  to  our 
limited  partners  or  other  partners  whether  we  are  on  a  note  or 
not  on  a  note,  I  don't  think  it  makes  any  difference. 

Mr.  Sheets :  I  mean  your  obligation,  your  financial  obligation. 

Mr.  Gitelson :  Our  financial  obligation,  in  my  humble  opinion, 
will  extend  of  course  to  all  obligations  of  Lakewood  Rancho  Land 
Company  and  that  we  would  be  instrumental  in  incurring  whether 
we  might  have  a  legal  obligation  or  not. 

Mr.  Sheets :  I  am  talking  about  this  one  signature  on  the  notes 
of  which  Cortese  discounted  to  the  bank. 

Mr.  Gitelson:  We  endorse  only  in  behalf  of  Lakewood  Ranch 
Ijand  Company,  we  do  not  endorse  individually.  We  had — when 
I  say  "we,"  K.  G.  &  Co.  as  a  general  partner  of  Lakewood  Rancho 
Land  Company  had  not  personal  liability  under  the  endorsement 
of  that  note  other  than  its  liability  as  a  general  partner  of  Lake- 
wood  Rancho  Land  Company. 

Mr.  Sheets :  It  was  an  open  endorsement,  not  one  without  re- 
course ? 

Mr.  Gitelson :  It  was  an  open  endorsement  *  *  * 

Gitelson  also  testified  concerning  Cortese's  payments  to  Lakewood 
on  loans  made  to  him  and  on  promissory  notes  for  the  land  and  options. 
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and  of  the  effect  of  the  Lakewood  and  Los  Coyotes  transactions  on  the 
financial  interest  of  Knight  as  a  partner  in  K.  G.  &  Co.  Siibstantiallj'', 
Gitelson  testified  that  no  application  to  profits  was  made  from  Cortese's 
payments  to  Lakewood  and  none  would  be  made  until  Lakewood 's  pur- 
chase price  for  the  land  was  entirely  liquidated.  Thus,  he  contended, 
K.  G.  &  Co.  had  realized  no  profits  from  the  Lakewood  transactions  at 
the  time  Knight  withdrew  as  a  K.  G.  &  Co.  partner. 
Testimony  on  this  point  by  Gitelson  follows : 

"The  Governor  was  entirely  agreeable  to,  let  us  say,  set  the 
method  by  which  Ave  would  pay  because  K.  G.  &  Co.  was  on  a  cash 
basis  because  Lakewood  Rancho  Land  Company  was  on  a  cash 
basis  we  did  not  pick  up  any  time  on  K.  G.  &  Co.'s  books  or  in  the 
computation  of  the  price  we  paid  to  the  Governor  any  of  hoped 
for  or  anticipated  profits  which  we  have  not  received.  We  think  we 
will  get  them,  we  are  hopeful  but  I  wouldn't  bet  normally  on  real 
estate  transactions  on  a  hoped  for  possibility." 

The  Chairman :  Did  I  understand  you  to  say  he  was  paid  at  book 
value  for  his  20  percent  of  the  total  value  of  K.  G.  &  Co.  less  au}^ 
anticipated  profits? 

Mr.  Gitelson :  No,  on  a  cash  basis.  Senator,  you  don 't  put  them 
on  to  start  v/ith  so  he  was  paid  20  percent  of  the  book  value  on  a 
cash  basis  as  of  January  31st  of  1957. 

The  Chairman :  Which  did  not  by  reason  of  its  being  on  a  cash 
basis  include  any  profits  or  anticipated  profits,  is  that  correct  1 

Mr.  Gitelson:  That  is  correct. 

The  Chairman :  I  see. 

Mr.  Gitelson :  First  keep  in  mind  we  had  not  received  any  profits 
whatsoever  from  Ijakewood.  Lakewood  had  not  received  from  Cor- 
tese,  in  fact  to  this  day  they  are  about  7  percent  or  15  percent 
short  of  getting  the  capital  back  using  the  old  grocery  store  system 
of  applying  all  the  first  money  you  receive  to  your  capital  and 
then  to  your  profits.  It  is  one  of  the  finest  subdivisions  in  Southern 
California  so  I  have  every  confidence  we  will  be  paid,  that  is, 
Lakewood. 

Mr.  Sheets:  Have  you  estimated  the  deferred  profits  on  that 
20  percent  purchase? 

Mr.  Gitelson :  Oh,  I  can  very  easily  estimate  the  deferred  profits 
which  he  did  not  participate  in,  $19,600. 

The  committee's  accounting  consultant  examined  certain  books  of 
K.  G.  &  Co.  and  a  summary  of  Knight's  capital  account  in  the  company 
is  contained  in  the  appendix  to  this  report.  This  shows  that  Knight's 
capital  interest  in  K.  G.  &  Co.  was  $48,110.46  on  January  31,  1957,  the 
effective  date  of  his  withdrawal  from  the  partnership  under  an  agree- 
ment dated  November  1,  1956. 

This  agreement  set  $65,000  as  the  amount  the  other  two  partners 
would  pay  Knight  for  his  interest  in  K.  G.  &  Co.  It  is  difficult  to 
reconcile  this  amount  with  the  amount  determined  according  to  the 
method  described  by  Gitelson  to  the  committee  as  being  the  book 
value  on  a  cash  basis  as  of  January  31,  1957. 
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MEMORANDUM  ON   KNIGHT'S  WITHDRAWAL 

In  the  files  of  K.  G.  &  Co.  is  a  memorandum  from  Gitelson  to  the 
company,  attention  Morris  Kawin,  dated  February  4,  1957,  which  refers 
to  Knight's  withdrawal.  It  directs  an  independent  certified  public  ac- 
countant or  accounting  firm  be  retained  to  make  a  certified  audit  of  the 
aflPairs  of  K.  G.  &  Co.  as  of  the  close  of  January  31,  1957,  the  certified 
audit  to  be  on  the  cash  basis,  plus  projection  of  anticipated  or  hoped-for 
profits  as  a  residt  of  each  investment  or  participation  of  K.  G.  &  Co. 

"Knight  is  withdrawing  on  a  cash  accounting  basis,"  the  memo- 
randum continued.  "It  w^as  your  and  my  anticipation  that  upon  such 
a  basis  the  value  of  his  partnership  interest  as  at  the  close  of  Janu- 
ary 31,  1957,  w^ould  be  the  sum  of  approximately  $G5,000." 

The  book  value  on  the  cash  basis  of  Knight's  interest  in  K.  G.  &  Co. 
at  the  close  of  January  31,  1957,  was  $46,110.46.  This  amount  appears 
in  the  financial  statements  of  the  partnership  as  prepared  by  Bisgaier, 
Stoller  &  Breslauer,  Certified  Public  Accountants,  whose  report  is 
dated  October  24,  1957.  This  report  did  not  contain  any  projection  of 
anticipated  or  hoped-for  profits,  nor  any  information  bearing  on  the 
difference  between  the  sale  price  ($65,000)  and  the  capital  account 
balance  ($46,110.46). 

Further,  it  is  difficult  to  understand  why  the  sale  price  should  be 
fixed  at  the  amount  in  the  contract  if  the  basis  for  the  sale  of  Knight's 
interest  was  to  be  determined  at  book  value  and  at  a  later  date  (Janu- 
ary 31,  1957)  than  the  contract  date  (November  1,  1956).  Likewise  it 
is  difficult  to  understand  why,  once  the  sale  price  was  fixed  in  amount. 
Knight  continued  thereafter  to  withdraw  funds  ($3,300)  from  the  part- 
nership. 

These  points  may  be  made  concerning  the  financial  interest  of 
Knight  in  the  sale  of  lands  in  the  Rossmoor  track  by  Lakewood  and 
Los  Covotes  to  Cortese  as  of  the  date  he  agreed  to  withdraw  from 
K.  G.  &  Co. : 

1.  On  November  1,  1956,  K.  G.  &  Co.  was  a  general  partner  of  Lake- 
wood  Rancho  Land  Company,  a  Limited  Partnership.  The  limited  part- 
nership agreement  dated  April,  1956,  states  the  amount  of  cash  con- 
tributed by  K.  G.  &  Co.  to  have  been  $100,000.  On  November  1,  1956, 
it  had  not  yet  contributed  $75,000  of  its  $100,000  commitment.  This 
$75,000  w^as  contributed  on  or  about  November  28,  1956. 

2.  On  November  1,  1956,  K.  G.  &  Co.  was  one  of  the  general  partners 
of  the  inchoate  Limited  Partnership  of  Los  Coyotes  Land  Co.  which 
apparently  was  not  actually  formed  until  the  latter  part  of  December, 
1956.  However,  it  appears  that  on  November  1,  lf)56,  there  existed  two 
certain  instruments  being  the  "agreement"  and  the  "option,"  both 
dated  June  18,  1956,  providing  for  the  purchase  and  for  the  option  to 
purchase  "Bixby"  land  by  Los  Coyotes  Land  Company. 

3.  On  November  1,  1956,  Ross  W.  Cortese  had  only  one  written 
agreement,  according  to  his  files  furnished  to  the  committee,  relating 
to  his  acquisition  of  any  of  the  "Irvine"  land  or  "Bixby"  land.  This 
was  the  Agreement  of  Sale  and  Option  dated  October  4,  1956.  As  of 
November  1,  1956,  Cortese  had  acquired  title  to  30.077  acres  of 
"Irvine"  land  from  Lakewood  Rancho  Land  Company. 
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4.  On  November  1,  1956,  K.  Ct.  &  Co.,  as  a  general  partner  of  Lake- 
wood  Kancho  Land  Company,  and  as  one  of  the  members  of  the 
inchoate  partnership  of  Los  Coyotes  Land  Co.,  had  a  real  and  substan- 
tial financial  interest  in  the  outcome  of  the  decision  of  the  Public  Util- 
ities Commission. 

5.  By  November  1,  1956,  Lakewood  Kancho  I^and  Company  had  paid 
for  land  acquisitions  and  land  options  $1,153,515.  By  that  date  it  had 
purchased  approximately  200  acres  of  land  and  sold  approximately  30 
acres  of  that  land.  In  addition,  at  November  1,  1956,  Lakewood  Rancho 
Land  Company  had  the  right  to  purchase,  either  under  agreements  or 
options,  some  additional  400  to  600  acres  of  land.  Lakewood 's  gross 
profit,  if  Cortese  purchased  the  "Irvine"  land  and  land  options  from 
Lakewood,  would  amount  to  some  $2,400  per  acre. 

6.  Los  Coyotes  Land  Company,  with  land  and  land  options  covering 
some  400  acres  of  "Bixby"  land,  could  also  turn  a  profit  of  some 
$2,400  per  acre  if  Cortese  purchased  the  land  and  land  options  (which 
in  fact  he  later  did). 

7.  On  November  1,  1956,  K.  G.  &  Co.'s  participating  interest  in  the 
profits  of  Lakewood  Rancho  Land  Co.  was  7-|-  percent  and  a  like  per- 
centage (as  it  later  develops)  in  Los  Coyotes  Land  Co. 

8.  (It  later  developed  that  Lakewood  Rancho  Land  Co.  derived  a 
gross  profit  on  its  land  transactions  with  Cortese  of  $1,780,000 ;  and 
Los  Coyotes  Land  Co.  derived  a  gross  profit  on  its  land  transactions 
with  Cortese  of  $870,000.  The  total  gross  profit  from  both  the  ' '  Irvine ' ' 
and  "Bixby"  lands  appears  to  exceed  $2,650,000.) 

9.  On  November  1,  1956,  Goodwin  J.  Knight,  as  a  partner  of  K.  G. 
&  Co.,  would  have  been  entitled  to  benefit  to  the  extent  of  20  percent 
of  the  profits  accruing  to  K.  G.  &  Co.,  from  its  participation  in  the 
"Irvine"  and  "Bixby"  lands  through  Lakewood  Rancho  Land  Co. 
and  Los  Coyotes  Land  Co.  It  is  reasonable  to  conclude  that  this  is  a 
real  financial  interest  in  these  lands. 

10.  Although  Knight  in  public  statements  stated  that  the  Rossmoor 
transactions  (as  well  as  those  involving  the  Belmont  Cemetery  Asso- 
ciation) were  made  without  his  knowledge,  he  affirmatively  consented 
to  have  lack  of  knowledge  of  K.  G.  &  Co.  business.  A  letter  agreement 
signed  by  him  and  the  two  other  partners,  dated  October  27,  1955,  gave 
any  two  partners  power  to  transact  business.  Yet  Knight  remained  a 
resi^onsible  partner  in  K.  G.  &  Co.  until  January  31,  1957.  If  there  had 
been  losses  on  the  transactions  with  Cortese,  including  loans  to  Cortese 
and  notes  of  Cortese 's  that  were  endorsed,  Knight  would  have  shared  in 
the  liability. 

The  agreement  by  which  the  other  two  partners  bought  out  Knight 
called  for  payment  of  principal  and  interest  over  a  five-year  period. 
Interest  was  to  be  at  10  percent  for  the  first  year  of  the  period  and  at 
5  percent  thereafter.  Interest  only  was  paid  during  the  first  year,  ac- 
cording to  K.  G.  &  Co.'s  books.  Morris  Kawin  stated  that  $55,000  in 
principal  still  was  owed  Knight  in  November  of  1958.  It  is  interesting 
to  note  that  interest  payments  and  other  payments  to  Knight  in  excess 
of  the  book  value  of  liis  interest  apparently  will  amount  to  about  $38,- 
000.  If  he  retained  his  interest  in  K.  G.  &  Co.  and  thus  had  not  received 
either  principal  or  interest,  his  share  of  the  profits  in  the  Lakewood  and 
Los  Coyotes  transactions  also  would  have  amounted  to  about  $38,000. 
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The  committee  received  no  direct  evidence  that  Knight  personallj- 
or  otherwise  influenced  the  Public  Utilities  Commission  in  its  delibera- 
tions which  led  up  to  Decision  No.  53856.  But  the  chronology  of  events 
leading  up  to  that  decision  and  to  the  subsequent  Decision  No.  54303  in- 
A'olving  the  Rossmoor  tract,  as  related  to  the  timing  of  transactions  in 
Eossmoor  tract  lands  by  companies  in  which  Knight  had  a  financial 
interest,  is  at  least  suggestive  of  connections  among  these  events.  These 
events  are  cited : 

COMPLETION  OF  HEARINGS 

On  December  8,  1955,  Examiner  AVarner  completed  hearings  on  the 
overlapping  applications  for  water  utility  service  in  southwestern 
Orange  County,  and  with  reasonable  promptness  completed  a  proposed 
decision  on  February  29,  1956. 

But  in  early  ]\Iarch  AYarner  is  summoned  to  San  Francisco  for  a 
conference  with  members  and  other  high  officials  of  the  Public  Utili- 
ties Commission.  A  redrafting  of  the  proposed  decision  on  a  technical 
point  is  necessary.  But  also  the  proposed  decision  is  revised  to  include 
a  statement  of  "emergency.''  It  could  be  thought  that  this  statement 
was  included  to  back  up  the  delineation  of  a  sphere  of  operation  for 
Southern  California  Water  Company  including  a  large  undeveloped 
area. 

Six  months  elapse  before  the  decision  is  issued. 

Meanwhile,  action  is  underway'  for  the  acquisition  of  the  Rossmoor 
tract  by  Lakewood  and  Los  Coyotes  for  its  resale  to  Cortese.  On  April 
30th,  the  first  agreement  between  Lakewood  and  the  Irvine  group  is 
made.  On  May  3d,  Cortese  pays  $25,000  to  Lakewood  as  a  result  of 
what  Gitekon  called  a  gentleman's  agreement  for  Cortese 's  acquisition 
of  Rossmoor  tract  land.  It  could  be  presumed  the  price,  which  gives 
Lakewood  a  profit  of  $2,400  an  acre,  is  already  agreed  upon,  which  will 
result  in  a  gross  profit  of  more  than  $1,750,000  to  Lakewood. 

On  June  18th,  the  first  agreement  is  made  for  sale  and  option  of 
Bixby  Company  and  to  Los  Coyotes.  (Although  Los  Coyotes  is  not  yet 
formally  organized.) 

On  August  4th,  a  series  of  letters  went  from  Gitelson's  law  firm  to 
Cortese  and  others,  covering  agreements  on  LakcAvood  land.  The  docu- 
ments themselves  were  not  among  the  files  furnished  to  the  committee 
by  Cortese.  However,  the  letters  cited  agreements  for  sale  of  laud  and 
options  by  Lakewood  to  Cortese,  and  for  payment  by  Cortese  of  costs 
of  representation  of  Lakewood. 

CORTESE  CONTRACT 

On  August  29th,  Cortese  signed  a  contract  with  Southern  California 
Water  Company  for  water  service  to  lands  in  the  Rossmoor  tract.  The 
contract,  as  shown  earlier  in  this  report,  is  of  an  unusual  type  and  is 
highly  advantageous  to  Cortese. 

On  September  10th,  the  Irvine  groups  and  Bixby  Company  with- 
drew protests  against  certification  of  a  water  utility"^to  serve  lands  in 
the  Rossmoor  tract.  The  letters  of  withdrawal  ask  that  Southern  Cali- 
fornia Water  Company  be  certified  to  serve  the  lands. 
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On  October  1st,  Decision  No.  53856  finally  is  issued  by  the  Public 
Utilities  Commission.  It  grants  a  sphere  of  operation  to  Southern  Cali- 
fornia Water  Company  which  adjoins  the  Rossmoor  tract  on  two  sides. 

On  October  4th,  Cortese  formally  acquires  the  first  block  of  Rossmoor 
tract  land  from  Lakewood,  by  grant  deed,  and  pays  $237,608.30.  Most 
if  not  all  the  money  for  this  payment  apparently  was  obtained  from 
Lakewood. 

On  October  8th,  Southern  California  Water  Company  files  a  supple- 
mental application,  for  a  certificate  to  serve  the  Rossmoor  tract.  After 
hearings,  the  application  is  granted  in  Decision  No.  54305  issued  on 
December  18th.  The  decision  states  in  effect  that  the  area  would  have 
been  certified  to  Southern  California  in  the  earlier  decision  (No.  53856) 
except  for  protests  then  on  file  from  the  Irvine  group  and  the  Bixby 
Company. 

Lakewood  Water  and  Power  Company  also  had  filed  a  protest 
against  Southern  California  Water  Company's  application  to  serve  the 
Rossmoor  tract.  An  attorney  for  Lakewood  Water,  John  Amos  Fleming, 
testified  that  Commissioner  Rex  Hardy  asked  him  about  the  protest  and 
stated  that  it  was  urgent  that  water  service  to  the  tract  be  provided 
quickly.  Fleming's  estimony  on  this  point  follows: 

Q.  Were  you  ever  personally  called  by  any  mxcmber  of  the  com- 
mission with  reference  to  the  application  of  the  Lakewood  Water 
Company  ? 

A.  Which  application  do  3'ou  refer  to  ? 

Q.  The  Rossmoor — the  one  that  affected  the  Rossmoor  tract. 

A.  Yes,  I  had  a  telephone  conversation  with  Commissioner 
Hardy  several  days  before  the  matter  was  brought  on  for  hearing. 
The  matter  was  an  application  by  Southern  California  Water  Com- 
pany to  serve  water  to  the  Cortese  tracts,  to  the  Rossmoor,  to  which 
Lakewood  Water  and  Power  Company  had  filed  a  protest,  so  that 
on  Commissioner  Hardy's  calendar  it  stood  as  a  contested  matter. 
Whether  he  called  me,  as  he  might,  to  find  out  whether  we  were 
going,  whether  he  had  a  contested  matter  or  an  uncontested  matter. 
In  any  event,  I  remember  his  saying  to  me,  "These  people  need 
water  there  now,  and  we've  got  to  do  something.  It's  a  serious 
responsibility  of  mine  to  know  what  to  do  in  a  contested  matter 
with  these  houses  going  up  and  the  people  wanting  water  now." 

Senator  Miller :  Q.  Who  are  "these  people"  that  he  spoke  of? 

A.  I  assumed  he  meant  the  owners  of  the  Rossmoor  tract. 

Q.  I  see. 

Mr.  Waters:  Who  were  Knight  and  Gitelson? 

A.  That  turned  out  to  be  true,  but  he  didn't  mention  the  names 
of  the  owners. 

Q.  Did  you  know  it  at  the  time? 

A.  I  had  been  told  that  Governor  Knight  had  an  interest  in  that 
property,  but  I  didn  't  know  it  of  my  own  knowledge. 

Q.  Well,  wasn't  it  common  knowledge  in  that  area  that  that  was 
the  situation  "1 

A.  I  have  since  found  out  that  that  is  true,  but  at  that  time  I 
had  been  told  that  and  I — /  knew  it;  I  didn't  know  whether  Com- 
missioner Hardy  knew  it ;  it  wasn  't  mentioned. 
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Q.  Did  you  receive  a  call  from  anj'oue  else  "with  reference  to  that 
situation  ? 

A.  I  believe  it  was  shortly  after  that  at  night  at  my  home, 
Alfred  Gitelson — he  is  now  a  judge,  Superior  Court  Judge,  who  is 
the  man  who  has  been  mentioned  here  and  who  is  a  part  of  that 
group — called  me  as  a  lawyer  for  the  group  to  tell  me  that  he  had 
talked  to  Ben  Weingart,  one  of  the  officers  and  directors  of  Lake- 
wood  "^^'ater  and  Power  Companj^,  who  had  said  to  him,  "We  will 
withdraw  our  objection.  Call  HoUopeter  or  Fleming  and  tell 
them."  So  that's  all  he  told  me,  and  I  said,  "Fine,  I  will  confirm 
that  and  be  up  there  the  next  day. ' '  I  confirmed  it  with  Mr.  Wein- 
gart and  I  was  in  the  commission  rooms  the  next  morning  when  the 
matter  came  up  and  personally  withdrew  the  objections  of  Lake- 
wood  Water  and  Power  Company. 

COAAMISSION  ORGANIZATION  AND  HISTORY 

The  California  Public  Utilities  Commission  was  established,  as  the 
California  Railroad  Commission,  by  a  constitutional  amendment  effec- 
tive October  10,  1911.  Legislation  further  spelling  out  the  commission's 
powers  and  duties  became  effective  the  following  year.  Common  carrier 
trucks  and  buses  were  brought  under  the  commission's  jurisdiction  in 
1917  and  certain  additional  trucking  companies  were  authorized  to  be 
regulated  by  acts  of  1935  and  1951.  The  present  name  was  adopted  in 
a  constitutional  amendment  of  1951.  However,  the  general  powers  of 
the  commission,  and  such  commission  procedures  as  are  set  by  law,  have 
been  substantially  unchanged  since  1911-1912.  The  commission  has  wide 
powers  to  establish  its  own  procedures. 

The  commission  is  composed  of  five  members  appointed  by  the  Gov- 
ernor, with  the  advice  and  consent  of  the  Senate,  for  six-year  terms. 
At  the  time  of  the  events  with  which  this  study  is  concerned,  members 
of  the  commission,  and  the  dates  of  expiration  of  the  terms  for  which 
they  were  appointed,  were:  Peter  E.  Mitchell  (president  at  the  time), 
January  1,  1963 ;  Matthew  J.  Dooley,  January  1,  1961 ;  Rex  Hardy, 
January  1,  1961;  Ray  E.  Untereiner,  January  1,  1959;  and  Justus  F. 
Craemer,  January  1,  1957.  (Craemer  retired  on  November  1,  1956,  and 
was  replaced  for  the  unexpired  term  by  C.  Lyn  Fox.  Fox  later  was 
appointed  to  a  new  term  expiring  January  1,  1963.)  A  majority  of 
these  members  were  appointed  by  Knight. 

EMPHASIS  ON  RAILROADS 

As  the  original  title  indicates,  the  emphasis  at  tlie  time  the  commis- 
sion was  formed  was  on  the  regulation  of  railroads.  Proponents  of  the 
constitutional  amendment  establishing  tlie  commission  alleged  that  rail- 
road corporations  had  unduly  influenced  public  officials,  had  discrimi- 
nated among  shippers  in  establishment  of  rates,  had  sought  in  non- 
competitive situations  to  obtain  monopoly  profits  and  had  engaged  in 
unfair  competition  where  competition  existed.  The  constitutional  and 
statutory  sections,  and  court  decisions  interpreting  them,  direct  the 
commission  in  its  regulation  of  utilities  to  see  that  a  fair  return  can  be 
made  on  plant  investment  so  that  continued  service  will  be  assured. 
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But  at  least  equal  emphasis  is  given  to  the  commission's  duty  to  protect 
utility  customers  against  excessive  charges.  California  Jurisprudence 
(41  Cal.  Jur.  2d,  p.  275)  describes  the  commission's  powers  and  duties 
in  general  as  follows : 

The  Public  Utilities  Commission  has  the  power  to  supervise  and 
regulate  every  public  utility  in  the  State,  and  to  do  all  things, 
whether  they  are  specifically  designated  by  law  or  not,  necessary 
and  convenient  to  the  exercise  of  its  power  and  jurisdiction  over 
public  utilities.  Its  regulatory  powers  fall  within  three  categories : 
(1)  regulation  of  tolls  and  charges  to  the  end  that  fair  compensa- 
tion be  returned  and  excessive  charges  prevented;  (2)  prevention 
of  discrimination  among  users  of  the  utility's  agencies;  and  (3)  the 
making  of  orders  and  formulation  of  rules  to  secure  efficiency, 
safeguards  and  conveniences. 

It  could  be  argued  that  in  statements  and  decisions,  including  Deci- 
sion No.  53856  considered  in  this  report,  the  commission  has  shown  more 
interest  in  getting  complete  assurances  of  financial  staMlity  of  a  utility 
than  in  the  rates  to  he  charged.  Emphasis  seems  to  be  given  to  keeping 
utilities  in  business  over  assuring  reasonable  rates  to  customers.  Peter 
E.  Mitchell,  president  of  the  commission  at  the  time  of  this  study,  con- 
tributed an  article  on  the  commission's  functions  to  the  Laiv  Review 
of  the  University  of  Southern  California  in  February,  1957.  Through- 
out, the  article  emphasized  the  operating  difficulties  of  utilities.  He 
cited  as  a  continuing  problem  of  the  commission  the  decline  in  patron- 
age being  suffered  by  public  transportation  companies.  He  wrote : 

Not  only  in  California,  but  throughout  the  Nation  the  "vicious 
circle"  of  declining  patronage,  rising  w^ages  paid  by  transportation 
companies  and  rising  fares,  which  in  turn  cause  further  declines 
in  patronage  of  public  transportation,  has  produced  continuing 
difficulties  for  mass  transit  operators  and  for  the  Public  Utilities 
Commission. 

This  example  is  cited  because  it  comes  readily  to  mind,  is  w^ell 
known  to  nearly  everyone,  and  indicates  that  regulation  of  public 
utilities  is  a  truly  fascinating  subject.  Such  regulation  requires 
the  most  intricate  study.  Solutions  to  the  problems  presented  must 
be  practical  as  well  as  legal,  for  they  must  not  only  withstand  any 
appeal  to  the  courts,  for  which  the  law  provides,  hut  must  also  pass 
the  test  of  actual  operation. 

Later  in  the  article,  Mitchell  points  out  that  any  water  company 
seeking  to  operate  as  a  public  utility  must  apply  for  a  certificate  of 
public  convenience  and  necessity. 

In  its  application  or  by  testimony  at  a  public  hearing  it  must 
present  evidence  which  is  convincing  to  the  commission  that  it  is 
adequately  financed,  has  the  ability  to  perform  the  services  which 
will  be  required  and  that  the  services  reasonably  are  necessary  to 
the  public  interest.  Any  truck  operator  who  wishes  to  haul  for  the 
public  as  a  highway  common  carrier  must  first  obtain  a  certificate 
of  public  convenience  and  necessity.  *  *  * 
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Mitchell  pointed  out  also  that  the  commission  recently  formulated 
new  regulations  for  water  companies,  and  wrote : 

The  new  regulations  for  water  utilities  are  expected  to  result 
in  better  service  for  more  than  one  million  water  users  in  the 
State.  Their  adoption  follows  many  months  of  study  by  hydraulic 
engineers  of  the  commission  staff  to  set  up  workable  and  practical 
operating  utility  practices,  supplemented  by  study  in  the  later 
stages  of  the  work  in  conjunction  with  representatives  of  water 
utilities.  Due  to  California's  rapid  growth  in  population,  some 
water  companies,  particularly  in  suburban  areas,  have  in  many 
cases  exhausted  their  capacity  to  provide  adequate  and  efficient 
service  to  customers.  The  new  standards  adopted  by  the  commission 
safeguard  against  installation  of  substandard  water  systems  which 
may  soon  become  inadequate  and  also  establish  rules  for  customer 
relations,  quality  of  water  and  pressure  to  be  obtained. 

There  is  no  argument  about  the  great  power,  among  administrative 
and  quasi-judicial  agencies  of  the  State,  granted  by  the  Constitution 
and  statutes  to  the  Public  Utilities  Commission.  It  has  been  stated, 
also,  that  the  commission  has  greater  power  than  any  similar  regula- 
tory agency  set  up  by  other  state  governments.  The  right  of  appeal 
from  the  commission  is  strictly  limited;  and  the  procedures  by  which 
it  arrives  at  its  decisions  rarely  can  be  questioned  in  the  courts.  There 
is  a  presumption  that  these  powers  and  innnunities  were  considered 
necessary  at  the  time  the  commission  was  established  to  protect  the 
puhJic.  The  conclusion  is  virtually  inescapable  that  the  summary  power 
of  the  commission  to  act  on  its  own  judgement,  not  necessarily  sup- 
ported by  the  record  in  a  particular  case,  was  designed  at  least  in  part 
to  prevent  prolonged  litigation  by  well-financed  utility  companies  to 
delay  the  effectiveness  of  orders  designed  to  protect  consumers.  The 
question  does  occur  now,  48  years  after  the  establishment  of  the  com- 
mission, whether  this  summary  power  now  operates  rather  against  the 
interest  of  the  consumer. 

The  commission  as  a  constitutional  agency  is  not  subject  to  general 
statutory  limitations  on  procedure.  The  administrative  procedure  act, 
in  particular,  does  not  apply  to  hearing  and  decision-n-aking  processes 
of  the  commission.  The  courts  have  been  specific  on  this  point. 

COMMISSION  PROCEDURE 

The  commission  ordinarih-  conducts  hearings  presided  over  by  an 
examiner  or,  rarely,  by  a  commission  member.  A  full  record  of  pro- 
ceedings is  kept.  In  recent  years,  the  commission  has  assigned  a  "staff 
counsel"  to  hearings  who  is  available  to  advise  members  of  the  public 
appearing  without  counsel.  The  commission  does  not  require  strict 
conformance  with  the  rules  of  evidence  in  testimony  at  a  hearing.  In 
general,  the  procedures  prescribed  by  the  commission  appear  adequate 
to  get  controversies  fairly  before  tbe  person  presiding  over  a  hearing. 

However,  the  supreme  court  lias  held  that  failure  of  the  commission 
to  follow  its  own  rules  or  precedents  does  not  make  decisions  subject 
to  review. 
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A  deviation  from  its  own  rules  does  not  tend  to  show  that  the 
commission  did  not  regularly  pursue  its  authority,  or  that  the 
departure  violated  a  right  of  the  petitioner  guaranteed  by  the 
state  or  federal  constitution.  Nor  are  errors  in  the  admission  or  re- 
jection of  evidence  or  the  hearings  before  the  commission  subject 
of  review,  unless  there  was  an  entire  exclusion  of  evidence  touch- 
ing essential  matters  and  amounting  to  a  denial  of  due  process. 
(41  Cal.  Jur.  2d,  p.  362). 

The  commision  differs  also  from  a  court  in  that  it  is  not  a  "passive 
forum,"  but  on  occasion  becomes  a  party  to  a  dispute  it  later  will 
decide. 

Proceedings  before  it  may  take  on  the  character  of  adversary 
proceedings  in  which  the  commission  furnishes  evidence  and 
judicially  passes  on  its  competence  and  weight.  (41  Cal.  Jur.  2d, 
p.  279). 

After  a  commission  hearing  is  completed  parties  may  request  to  be 
furnished  a  proposed  decision  of  the  person  conducting  the  hearing, 
but  such  requests  can  be  denied  without  appeal.  The  following  col- 
lo(iuy  took  place  between  Examiner  Warner  and  the  chairman  of  the 
special  committee : 

Warner :  Out  of  some  2,000  decisions  issued  by  the  commission 
last  year,  last  fiscal  year,  only  possiblj^  one  or  two  proposed  re- 
ports were  either  requested  and/or  granted  and  issued. 

Senator  Miller :  If  there  was  an  error  in  the  proposed  report 
that  would  only  be  known  to  the  opponent,  you  would  have  no 
way  of  finding  it  out  unless  you  submitted  the  report  to  them. 

Warner  also  testified  that  a  present  provision  that  a  proposed  de- 
cision, if  it  is  made  public,  be  issued  within  10  days  after  the  completion 
of  a  hearing  is  an  influence  against  issuance  of  the  proposed  decisions. 

In  contrast,  the  California  administrative  procedure  act,  from  which 
the  commission  is  exempt,  requires  that  proposed  decisions  be  prepared 
and  furnished  to  the  parties  in  all  cases.  The  act  further  provides  that 
such  proposed  decisions  may  be  adopted  by  the  agency  concerned  only 
in  their  entirety,  or  with  a  reduced  penalty,  or  rejected. 

Further  if  an  agency  subject  to  the  administrative  procedure  act  re- 
jects the  proposed  decision,  it  must  give  the  parties  an  opportunity  to 
submit  oral  or  written  arguments  before  a  decision  is  made.  Either  in 
an  original  hearing  before  an  agency,  or  one  resulting  from  rejection  of 
a  proposed  decision,  any  member  of  the  decision-making  group  who  has 
not  heard  the  evidence  presented  is  barred  from  taking  part  in  the 
decision. 

In  the  cases  before  the  Public  Utilities  Commission,  not  only  may 
commissioners  who  have  not  heard  the  evidence  participate  in  a  deci- 
sion, not  only  may  requests  for  a  proposed  decision  be  refused,  but  also 
the  commission  is  not  required  to  support  its  decision  entirelj^  on  the 
hearing  record.  It  is  given  specific  power  to  make  its  decisions  "in  the 
public  interest"  and  thus  to  take  into  account  facts  or  opinions  not 
touched  upon  in  the  hearing. 
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In  addition  the  commission  seeks  advice  from  staff  members,  or  staff 
members  seek  to  advise  commissioners,  on  cases  in  which  these  staff 
members  have  not  participated  in  any  way. 

The  very  great  power  of  the  commission  to  establish  its  own  pro- 
cedure, and,  the  fact  that  the  present  procedure  violates  the  basic  tenet 
of  law  that  the  man  who  hears  the  evidence  shall  make  the  decision,  is 
recognized  within  the  commission's  staff'.  Scott  Elder  discussed  this  in 
an  article  in  the  Southern  California  Law  Review  of  February,  1957. 
He  has  been  assistant  attorney,  examiner,  and  counsel  for  the  commis- 
sion 's  transportation  department.  He  w'rote : 

But  few  specific  procedural  directions  have  been  given  to  the 
Commission  by  constitution  and  statute.  Especially  is  there  a 
paucity  of  authority,  constitutional,  statutory  or  judicial,  as  to  the 
procedure  to  be  followed  by  the  commission  in  arriving  at  its  de- 
cisions after  the  evidence  is  in  and  the  proceedings  taken  under 
submission.  The  commission  necessarily  has  worked  out  its  decision- 
making procedure  with  little  such  assistance  and  without  much  oc- 
casion, as  the  years  have  passed,  to  re-examine  it  in  the  light  of 
developments  elsewhere  in  the  field  of  administrative  law.  *  *  * 

In  many  instances  the  hearing  officers'  recommendations  are  in 
effect  adopted  by  the  commissioners  signing  the  drafts  the  exam- 
iners have  prepared.  In  many  other  instances  the  decisions  are  not 
those  recommended  by  the  hearing  officers ;  the  proposed  decisions 
are  not  approved  but  are  rejected  in  whole  or  in  part.  But  whether 
m  any  particular  case  the  decision  is  that  recommended  hy  the 
hearing  officer  which  the  commission  has  adopted  or  is  a  decision 
arrived  at  in  some  different  way  entirely  is  never  knovm  outside 
the  walls  of  the  commission,  and  the  reason  for  this  is  that  the 
hearing  officer's  recommended  decision  is  not  placed  on  file  or 
otherwise  made  public.  It  has  no  official  standing  of  any  kind. 
While  it  may  represent  the  examiner's  proposal  and  recommenda- 
tion for  a  decision,  yet  in  practical  effect  it  operates  merely  as  a 
draft  of  a  decision,  subject  to  editing,  modification,  or  revision  in 
whole  or  in  part.  The  decision  as  issued  is  anonymous. 

Once  a  commission  decision  is  issued,  it  is  subject  to  review  in  the 
courts  only  on  very  narrow  grounds.  First,  the  only  appeal  from  a  deci- 
sion is  to  the  California  Supreme  Court. 

The  code  provides  that  the  Supreme  Court  is  the  only  state  tri- 
bunal that  has  jurisdiction  to  review  the  orders  or  decisions  of  the 
public  utilities  commission.  All  other  state  courts  are  expressly 
denied  this  right.  They  cannot  reverse,  correct  or  annul  the  com- 
mission's orders  or  decisions,  nor  may  they  suspend  or  delay  the 
execution  thereof.  (41  Cal.  Jur.  2d,  p.  359) 

Second,  the  review  is  limited  to  a  "determination  of  w^hether  the 
commission  regularly  pursued  its  authority  and  whether  the  decision 
violates  any  constitutional  rights  of  the  petitioner. ' '  For  the  most  part, 
any  review  can  come  only  as  the  result  of  a  serious  question  concerning 
the  commission's  jurisdiction,  or  where  it  appears  that  the  petitioner 
has  not  been  granted  due  process  of  law. 
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WRITS  OF  REVIEW 

Appeals  from  commission  decisions  and  orders  so  far  as  state  ques- 
tions are  concerned,  are  sought  through  petitions  to  the  California 
Supreme  Court  for  writs  of  review.  Answers  to  these  petitions,  of 
course,  may  be  as  extensive,  or  as  referential  to  the  record,  as  the  com- 
mission desires  to  make  them.  Since  the  court  has  held  that  lack  of 
jurisdiction  or  failure  of  due  process  are  the  basic  grounds  for  review, 
the  answers  usually  are  not  extensive.  Most  petitions  are  denied  without 
comment.  Although  a  denial  of  this  kind  ordinarily  is  binding  only  to 
the  party  bringing  the  petition,  Commissioner  Rex  Hardy  contended  in 
testimony  before  the  special  committee  that  such  a  denial  is  final  as 
to  all  parties  involved  in  public  utilities  commission  cases. 

"*  *  *  The  Supreme  Court  of  this  State  said,"  Hardy  testi- 
fied, "that  the  denial  by  that  court  of  a  petition  for  review  is 
tantamount  to  a  decision  of  the  court  that  the  orders  and  decisions 
of  the  Public  Utilities  Commission  did  not  exceed  its  authority  or 
violate  any  right  of  the  several  petitioners  under  the  constitution 
of  the  United  States  or  of  the  State  of  California,  and  further  said 
that  the  absence  of  an  opinion,  in  other  words,  a  memorandum 
decision,  would  not  affect  the  quality  of  the  decision  of  the  Su- 
preme Court  nor  detract  from  its  applicacy  as  a  judgment  upon 
the  question  presented  and  its  subsequent  conclusive  effect  upon 
the  rights  of  the  parties,  and  that  it  was  a  final  judicial  determina- 
tion and  as  effectual  as  an  estoppel  would  have  been,  a  formal  judg- 
ment upon  the  issues  of  fact." 

Thus,  from  the  time  hearings — usually  by  an  examiner — on  an  issue 
before  the  commission  are  completed  and  until  a  decision  is  issued  in 
the  name  of  the  full  commission,  a  person  interested  in  the  issue  has 
no  right  of  protest.  Unless  he  appeals  from  the  decision,  he  may  have 
no  knowledge  on  what  part  or  parts  of  the  hearing  record  the  decision 
is  based,  or  if  it  is  based  on  the  record  rather  than  on  other  facts,  or 
opinions,  held  by  members  of  the  commission.  And  even  if  he  appeals, 
this  disclosure  may  not  be  accomplished  because  of  the  narrow  grounds 
for  appeal.  Also,  at  least  in  the  opinion  of  one  commission  member,  a 
simple  denial  of  a  petition  for  a  writ  of  review  by  the  Supreme  Court 
is  binding  on  all  parties  to  the  dispute. 

INQUIRY  RESISTED 

Beyond  this,  members  of  the  commission  contended  in  testimony  be- 
fore the  committee  that  the  Legislature  cannot  inquire  into  application 
of  facts  or  reasoning  used  in  commission  decisions.  Commission  Presi- 
dent Mitchell  repeatedly  declined  to  answer  questions  about  points  in- 
volved in  Decision  No.  53856,  beyond  saying  "the  record  speaks  for 
itself."  An  extract  from  his  testimony  is  contained  in  the  appendix  to 
this  report.  The  commission 's  counsel  submitted  a  lengthy  memorandum 
to  the  committee,  stating  that  the  Legislature  could  not  seek  to  learn 
the  "state  of  mind"  of  commissioners  which  led  to  their  decisions.  And 
the  commission's  acting  counsel,  Thomason  Phelps,  contended  that  it 
would  affect  the  "dignity  of  the  office"  held  by  the  commissioners  to 
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answer  questions  as  to  facts  or  opinions  relied  upon  by  commissioners 
in  reaching  decisions.  Phelps  testified : 

And  I  wish  to  submit,  Mr.  Chairman,  that  it  would  be  highly 
inappropriate  for  them  to  answer,  and  I  submit  also,  respectfully, 
that  it's  also  inappropriate  for  the  members  of  the  committee  to 
inquire  with  respect  to  not  only  the  mental  processes  which  the 
commissioners  have  employed  in  reaching  the  decision  in  question, 
but  that  it  is  equally  inappropriate  for  the  same  reasons,  ulti- 
mately, that  the  chairman  and  senators  should  seek  to  inquire 
what  are  the  specific  portions  of  this  record  which  fortify  and 
lend  support  to  that  conclusion. 

The  chairman  of  the  Senate  special  committee  in  reply  stated  the 
position  of  the  committee  and  its  purposes  as  follows : 

We  are  seeking  here  to  inquire  into  the  processes  by  which  the 
Public  Utilities  Commission  reaches  a  decision  in  cases  pending 
before  it.  We  are  seeking  to  learn  the  facts  with  reference  to  the 
administration  and  operation  for,  as  has  been  so  frecpently  stated, 
a  legislative  body  cannot  legislate  wisely  or  effectively  in  the  ab- 
sence of  information  respecting  the  conditions  which  the  legislation 
is  intended  to  affect  or  change.  And  where  the  legislative  body  does 
not  itself  possess  the  requisite  information,  recourse  must  be  had 
to  those  who  do  possess  it.  We  are  seeking  to  question  the  members 
of  the  commission  with  reference  to  a  particular  decision  onlj-  be- 
cause detailed  information  as  to  the  processes  and  procedure  of 
the  Public  Utilities  Commission  can  best  be  learned  by  inquiring 
as  to  what  was  done  by  the  commission  in  a  particular  case.  We 
are  inquiring  into  what  happened  in  that  proceeding  and  into  what 
facts  were  presented  to  the  commission  by  the  persons  affected  and 
what  investigations  were  conducted  bj'  the  commission  itself  in 
reaching  that  decision.  We  believe  it  is  proper  for  this  committee 
to  so  inquire  in  order  that  it  may  determine  whether  any  legisla- 
tion or  constitutional  amendments  are  needed  to  insure  the  best 
protection  of  the  public  interest,  and  if  our  hearings  should  lead 
to  the  conclusion  that  some  constitutional  amendments  or  legisla- 
tion are  needed,  we  need  also  to  learn  what  type  of  legislation  or 
what  type  of  amendment  will  best  insure  the  public  interest.  We 
are  concerned  here  with  the  fundamental  question  whether  the 
Public  Utilities  Commission,  as  an  agency  of  State  Government,  is 
properly  organized  and  whether  its  functions,  personnel,  and  ad- 
ministration are  so  constituted  as  to  result  in  the  full  and  complete 
protection  of  the  interests  of  the  public. 

I  trust  that  these  remarks  have  made  it  clear  to  all  of  the  wit- 
nesses and  to  all  persons  present  at  this  hearing  what  is  the  ob- 
jective of  this  committee,  for  I  personally  agree  with  the  United 
States  Supreme  Court  that  a  witness  before  a  legislative  hearing 
has  a  right  to  know  the  purpose  of  the  hearing  so  that  he  may 
judge  whether  questions  propounded  to  him  are  relcA'ant  and  ma- 
terial to  that  inquiry.  It  appears  that  the  commission  in  this  in- 
stance made  a  most  unusual  decision.  From  the  reluctant,  and  I 
think  somewhat  feeble  testimony  this  committee  has  been  able  to 
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elicit,  it  was  unusual  in  that  it  took  8^  months  to  decide.  It  invoked 
for  the  first  time  in  the  history  of  the  commission  a  statement  of 
emergencj^,  and  it  was  written  by  the  commissioners  themselves 
rather  than  by  the  staff.  Having  made  this  decision,  the  commis- 
sion now  believes  that  that  should  be  the  end  of  it,  no  matter  what 
the  continuing  effects  of  the  decision  may  be. 

Our  questioning  of  the  commission  has  resulted  in  the  produc- 
tion of  a  somewhat  unusual  phenomenon,  a  bird  that  acts  like  an 
ostrich  but  talks  like  a  parrot,  for  the  commission  wants  to  stick 
its  head  in  the  sand  and  ignore  the  world  outside.  The  responses 
we  get  are  either  "stare  decisis"  or  "public  interest."  "Stare 
decisis"  I  think  is  an  erroneous  charge  that  has  been  raised  by 
the  commission  because  of  our  statement  that  this  is  an  unusual 
situation,  because  it  hasn't  occurred  before.  And  in  justification 
for  that,  we  get  testimony  to  the  effect  Ave  are  not  bound  by  the 
rule  of  "stare  decisis";  therefore  we  have  the  right  to  change  our 
mind  at  any  time,  regardless  of  what  may  have  been  the  custom, 
the  precedent,  and  the  conditions  under  which  we  operated  before. 
In  this  instance,  I  believe  the  elected  representatives  of  these 
people  are  entitled  to  know  from  the  commission  what  relief  is 
possible  in  a  situation  where  householders  are  forced,  as  a  result 
of  a  commission  decision,  to  pay  most  exorbitant  prices  for  the 
most  basic  requirement  of  human  life.  I  cannot  agree  that  the 
Public  Utility  Commission's  function  is  to  uphold  their  own  deci- 
sions and  refuse  to  review  the  effects  of  such  a  decision,  particu- 
larly one  so  novel  as  this  one.  I  contend  the  purpose  of  the  commis- 
sion is  to  serve  the  public  interest  by  seeing  that  the  public  is  not 
the  bearer  of  hardships  as  a  result  of  a  monopoly  utility.  I  main- 
tain their  job  is  to  protect  the  public,  not  protect  their  own 
decisions. 

It  is  most  obvious  to  me  that  the  commission  has  lost  sight  of  its 
basic  function  and  now  believes  its  most  important  job  is  to  pro- 
tect its  own  dignity,  regardless  of  the  effect  upon  the  public, 
which  it  is  supposed  to  protect.  The  very  granting  of  this  certificate 
to  Southern  California  Water  Company  for  an  area  where  there 
was  no  need,  because  most  of  it  was  undeveloped  farm  land,  was 
in  itself  a  complete  departure  from  the  basic  function  of  the  com- 
mission of  serving  the  public  interest. 

The  attitude  of  the  commission  that  its  activities  are  not  ac- 
countable to  the  Legislature  is  in  itself  a  reversal  of  the  basic  pur- 
pose of  the  commission.  If  it  is  not  to  be  accountable  to  the  elected 
representatives  of  the  public  which  it  is  supposed  to  serve,  who  is 
it  to  be  accountable  to? 

The  instant  case,  because  it  is  a  departure  from  the  usual  poli- 
cies and  practices  of  the  commission,  naturally  raises  many  ques- 
tions in  the  minds  of  those  who  must  legislate  the  authority  and 
scope  of  the  Public  Utilities  Commission,  and  if  we  cannot  elicit 
from  the  commissioners  who  took  this  action  their  reasons  for  this 
most  unusual  situation,  perhaps  it  is  incumbent  upon  us  to  adopt 
another  procedure  to  develop  what  took  place. 
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wifh  tr  ^.?.+  ^  ^1  ^''''^'''  amounting  to  a  lack  of  co-operation 
with  the  Senate  special  committee  were  given  also  by  other  members 
of  the  commission  and  of  the  commission's  staff.  This  attitude  o^ob 
struction  could  have  the  effect  of  penalizing  a  citizen  or  otoud  of 
citizens  who  may  be  affected  by  a  decision  of  the  Public  mmtfes  Com 
mission  and  who  may  appeal  to  the  Legislature  as  a  court  of  last  resoS" 
2   n  T     ''  "l^'  ^'^"'^  information  essential  to  the  legislat  ve  proc- 

fe  ti?  hitoTve'rtt'"  "''•'•'''  Pnblic-consumer  interest'was  so  iSan  . 
lestly  involved,  the  commission  actually  was  hostile. 


CONCLUSIONS 

1.  Decision  No.  53856  of  the  Public  Utilities  Commission  did  result 
in  higher  rates  to  water  users  in  the  area  covered  than  would  have 
been  the  case  if,  under  similar  circumstances,  any  one  of  the  other 
applicants  had  been  issued  the  certificate. 

2.  Contrary  to  long  standing  and  reiterated  statements  of  commis- 
sion policy,  there  was  included  in  the  area  covered  by  this  decision  land 
for  which  no  plans  for  development  had  been  made.  In  fact,  the  major 
portion  was  not  considered  for  development  and  whether  it  would  be 
used  for  residential,  commercial,  or  industrial  development  was  un- 
known and  could  not  be  foreseen. 

3.  Under  present  rules  and  procedures  of  the  commission,  the  water 
users  and  landowners  affected  by  the  decision  were  afforded  no  oppor- 
tunity to  know  of  applications  for  water  service  to  the  area,  had  no 
opportunity  to  protest  the  decision  as  it  was  formulated  and  issued, 
and  had  insufficient  information  on  the  matters  taken  into  consideration 
in  preparation  of  the  decision. 

4.  Although  the  decision  was  appealed  to  the  California  Supreme 
Court,  the  grounds  for  appeal  from  commission  decisions  are  so  narrow 
as  to  prevent  proper  consideration  of  such  factors  as  were  present  in 
this  case. 

5.  The  decision  did  pave  the  way  for  issuance  to  Southern  Califor- 
nia Water  Company  of  a  certitieate  of  convenience  and  necessity  for 
service  to  the  Rossmoor  Tract. 

6.  The  developer  of  the  Rossmoor  Tract,  Ross  W.  Cortese,  was  able 
to  obtain  an  unusually  favorable  contract  from  Southern  California 
Water  Company  for  repayment  of  water  main  costs,  a  contract  which 
in  fact  could  materially  affect  his  financial  ability  to  carry  the  devel- 
opment through.  He  obtained  this  contract  shortly  before  the  long- 
delayed  decision  No.  53856  was  issued. 

7.  K.  G.  &  Co.,  in  which  Goodwin  J.  Knight  was  a  partner,  was 
deeply  committed  to  Lakewood  Rancho  Land  Company  and  Los  Coyotes 
Land  Company  for  purchase  of  the  Rossmoor  Tract  for  its  subsequent 
resale  to  Cortese  (at  a  handsome  profit).  There  was  no  indication  that 
there  was  any  other  prospective  buyer. 

8.  K.  G.  &  Co.  had  an  identical  interest  with  Cortese  in  seeing  to 
it  that  the  whole  deal  was  put  together,  including  certification  by 
the  Public  Utilities  Commission  of  Southern  California  Water  Company 
for  service  to  the  Rossmoor  Tract,  a  majority  of  the  members  of  the 
commission  at  that  time  being  appointees  of  Governor  Knight. 

9.  Despite  the  testimony  by  Alfred  Gitelson,  the  records  of  K.  G. 
&  Co.  indicate  that  Knight  did  participate  in  the  profits  of  the  part- 
nership on  the  Rossmoor  transaction,  and  participated  virtually  to  the 
degree  that  he  would  have  even  if  he  had  not  withdrawn  from  the 
partnership. 
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RECOMMENDATIONS 

Kevision  of  the  Public  Utilities  Code  and  of  the  constitutional  sec- 
tions affecting  the  Public  Utilities  Commission  are  necessary.  They 
should  be  designed  to  give  greater  protection  in  commission  actions 
to  the  interests  of  consumers. 

Specific  revisions  should  include : 

1.  Provision  for  giving  more  notice  and  information  to  those  to  be 
affected  by  prospective  commission  action. 

2.  Restriction  on  the  commission's  present  power  to  base  decisions 
on  factors  other  than  those  brought  out  in  hearings. 

3.  Application  to  the  commission  of  rules  similar  to  those  contained 
in  the  Administrative  Procedure  Act.  Specifically  these  rules  should 
require : 

(a)  The  assignment  of  independent  hearing  officers  to  proceedings 
on  applications  for  certificates  of  convenience  and  necessity. 

(b)  An  absolute  right  of  interested  parties  to  obtain  proposed  de- 
cisions prepared  by  hearing  officers. 

(c)  The  right  of  interested  parties  to  take  appeals  to  the  commis- 
sion from  these  proposed  decisions. 

(d)  A  limitation  on  the  power  of  the  commission  so  that  it  may  only 
agree  to  the  proposed  decisions,  reverse  them,  or  reduce  their 
effect. 

(e)  A  prohibition  against  participation  in  a  contested  matter  by  a 
commissioner  where  this  commissioner  has  not  heard  arguments 
or  evidence  on  the  contested  proposed  decision. 

4.  Broadening  of  grounds  for  appeal  from  commission  decisions  and 
possibly  giving  the  right  of  appeal  to  a  court  lower  than  the  Supreme 
Court. 

It  is  recognized  that  the  field  of  regulation  of  public  utilities  is  most 
complex  and  that  revisions  of  statutes  in  this  area  of  great  public 
interest  should  be  done  only  with  care  and  study.  It  is  therefore  recom- 
mended that  further  legislative  review  be  devoted  to  needed  changes 
in  procedures  and  authority  of  the  Public  Utilities  Commission,  look- 
ing toward  action  at  the  next  Regular  Session  of  the  Legislature. 
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APPENDIX  I 

A 

Dyke  Water  Company  Revised  Cal.  P.  U.  C.  Sheet  No.  69-W 

Oranoe  County  Cancelling  Revised  Cal.  P.  U.  C.  Sheet  No.  80-W 

Schedule  No.  1 

GENERAL  METERED  SERVICE 
Applicability 

Applicable  to  all  metered  water  service. 

Territory 

Portions  of  the  incorporated  Cities  of  Anaheim,  Barber  City,  Garden 
Grove,  Huntington  Beach,  Midway  City,  Santa  Ana,  Stanton  and  West- 
minister, and  adjacent  territory,  Orange  County. 

Per  meter 
Rates  per  month 

Quantity  rates : 

First  1,000  cubic  feet  or  less $2.50 

Next  1,000  cubic  feet,  per  100  cubic  feet .15 

Next  1,000  cubic  feet,  per  100  cubic  feet .14 

Over  3,000  cubic  feet,  per  100  cubic  feet .12 

Minimum  charge  : 

For  f  X  1-inch  meter $2..50 

For     |-iuch  meter 2.80 

For     1-inch  meter 1 3.00 

For  1^-inch  meter 3.50 

For    2-inch  meter 4.25 

For    3-inch  meter 7.00 

For    4-inch  meter 9.75 

The  minimum  charge  will  entitle  the  customer  to  the  quantity  of  water  which 
that  minimum  charge  will  purchase  at  the  quantity  rates. 

Advice  Letter  No.  9,  Decision  No.  53858 

Issued  by  Dyke  Water  Co. 
Dyke  Lansdale,  President 
Date  filed,  April  29,  1957 ;  effective  May  29,  1957. 
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B 

Southern  California  Water  Company 
11911  South  Vermout  Aveuiie 
Los  Angeles  44,  California 

Revised  Cal.  P.  U.  C.  «lieet  No.  358-AY 
Cancelling  Revised  Cal.  P.  U.  C.  Sheet  No.  264-W 

Schedule  No.  CS-1 
Cypress-Los  Alomitos-Stanton  Tariff  Area 

GENERAL  METERED  SERVICE 
Applicability 

Applicable  to  all  metered  water  service. 

Territory 

The  area  bounded  by  Garden  Grove  Boulevard  on  the  south  to  Cres- 
cent Avenue  on  the  north,  Dale  Street  on  the  east  to  the  Orange  County- 
Los  Angeles  County  dividing  line  on  the  west,  excluding  therefrom  the 
United  States  Naval  Reserve  Air  Base,  Park  Lane  portion  of  Cypress- 
Los  Alamitos-Stanton  area,  all  ojierations  of  other  water  utilities  law- 
fully operating  within  said  boundaries,  lands  within  the  boundaries  of 
Orange  County  Waterworks  Districts  Nos.  o  and  5,  and  lands  specifi- 
cally requested  by  landowners  to  be  excluded. 

Per  meter 
Rates  per  month 

Quantity  rates : 

First      GOO  cubic  feet,  or  less $2.00 

Next    l,-10O  cubic  feet,  per  100  cubic  feet .26 

Next    3,000  cubic  feet,  per  100  cubic  feet .22 

Next  15,000  cubic  feet,  per  100  cubic  feet .19 

Over  20,000  cubic  feet,  per  100  cubic  feet .16 

Minimum  charge : 

For  §  X  3-iuch  meter $2.00 

For     J-inch  meter 2.75 

For     1-inch  meter 4.00 

For  li-inch  meter 6.50 

For    2-inch  meter 10.00 

For    3-inch  meter 20.00 

For    4-inch  meter 30.00 

For    6-inch  meter 50.00 

The  minimum  charge  will  entitle  the  customer  to  the  quantity  of  water  which 
that  minimum  charge  will  purchase  at  the  quantity  rates. 

Advice  Letter  No.  191-W,  Decision  No.  53856 

Issued  by  C.  P.  IIarnisii,  President 
Date  filed,  November  19,  1956 ;  etfective  November  24,  1956. 


APPENDIX  II 

SEC.   1001    OF  THE  CALIFORNIA  PUBLIC  UTILITIES  CODE 

No  railroad  corporation  whose  railroad  is  operated  primarily  by  elec- 
tric energy,  street  railroad  corporation,  gas  corporation,  telephone  cor- 
poration, or  water  corporation  shall  begin  the  construction  of  a  street 
railroad,  or  of  a  line,  plant,  or  system,  or  of  any  extension  thereof, 
without  having  first  obtained  from  the  commission  a  certificate  that 
the  present  or  future  public  convenience  and  necessity  require  or  will 
require  such  construction. 

This  article  shall  not  be  construed  to  require  any  such  corporation 
to  secure  such  certificate  for  an  extension  within  any  city  or  city  and 
county  within  which  it  has  theretofore  lawfully  commenced  operations, 
or  for  an  extension  into  territory  either  within  or  without  a  city  or  city 
and  county  contiguous  to  its  street  railroad,  or  line,  plant,  or  system, 
and  not  theretofore  served  by  a  public  utility  of  like  character,  or  for 
an  extension  within  or  to  territory  already  served  b}^  it,  necessary  in 
the  ordinary  course  of  its  business.  If  any  public  utility,  in  construct- 
ing or  extending  its  line,  plant,  or  system  interferes  or  is  about  to 
interfere  with  the  operation  of  the  line,  plant,  or  system  of  any  other 
public  utility,  already  constructed,  the  commission  on  complaint  of  the 
public  utility  claiming  to  be  injuriously  affected,  may,  after  hearing, 
make  such  order  and  prescribe  such  terms  and  conditions  for  the  loca- 
tion of  the  lines,  plants  or  systems  affected  as  to  it  may  seem  just  and 
reasonable. 
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APPENDIX  III 

An  excerpt  from  the  testimony  of  Peter  E.  Mitchell,  President  of 
the  Public  Utilities  Commission,  on  November  5,  1957,  follows: 

A.  Senator,  as  I  said  at  the  outset,  I  wish  to  be  co-operative 
and  as  informative  — 

Q.  We  expect  you  to  be  co-operative  and  we'll  be  co-operative 
with  you. 

A.  I'm  not  here  to  defend  this  decision.  My  reply  to  the  question 
as  you  pose  it  would  be  that  the  decision  speaks  for  itself,  and  of 
course  when  we  speak  of  a  decision,  Senator,  we  speak  of  the  entire 
record,  which  is  a  public  record. 

Q.  What  you're  explaining-  to  me,  then,  is  that  once  you  hold 
a  hearing,  that  you  can  tlien  draw  any  kind  of  a  conclusion  that 
you  wish  and  because  a  hearing  has  been  held  and  a  record  has 
been  established,  that  to  no  one,  or  leastwise,  let's  do  this,  that 
it's  not  a  proper  subject  to  legislative  inquiry,  to  ask  you  how  you 
drew  the  conclusions  from  the  testimony. 

A.  In  effect,  I  think.  Senator,  you  have  phrased  that  which 
is  the  position  of  the  commission,  that  is,  that  the  Legislature 
itself  has  pi'ovided  the  method  for  review.  These  matters  have 
been  reviewed,  and  they  are  now  the  lawful,  legal  law  of  the 
State  of  California. 

Q.  That  therefore,  you  believe  it's  not  a  proper  subject  for 
legislative  inquiry  to  determine — to  question  members  of  the 
Public  Utilities  Commission  as  to  how  they  reached  this  decision. 

A.  I  take  this  position,  advisedly,  sir,  that  a  member  of  the 
Public  Utility  Commission  in  his  capacity  as  a  commissioner  in 
matters  of  this  kind  is  not  dissimilar  or  different  than  a  judge, 
and  that  it  is  not  tlie  prerogative  of  the  Legislature,  as  I  under- 
stand the  Legislature's  own  rules  or  statutes,  to  review  a  decision 
of  the  Public  I'tility  Commission  or  to  attempt  to  have  members 
of  the  Public  Utilities  Commission  rationalize  their  thinking  or 
their  mental  processes.  I  think  that  that  is  the  point,  that  is  of 
concern ;  there  must  be  finality  in  all  of  these  litigated  matters. 
I  think  the  Legislature  in  its  wisdom  has  set  up  a  method  which 
arrives  at  finality — — 

Q.  The  finality  is  not  in  question. 

A.  We  all  admit  that  these  are  lawful,  legal  decisions.  Now  I 
don't  know.  Senator,  whether  you're  trying  to  test  the  integrity 
or  the  competency  of  the  commissioners.  Reasonable  men  may  dis- 
agree. I  may  take  the  same  evidence  as  you  and  you  and  I  will 
come  down  with  different  conclusions. 

Q.  Why  do  you  ask  that  you  don't  know  whether  or  not  we're 
trying  to  test  the  competency  or  the  integrity'  of  the  commis- 
sioners? What  has  that  got  to  do  with  it? 

A.  Well,  I  don't  know — I  would  assume  that  you're  taking 
this  line  by  line,  sir,  and  my  reply  to  you  that  the  decision  speaks 

(41  ) 


42  PARTIAL  REPORT  ON  GOVERNMENTAL  ADMINISTRATION 

for  itself  implies  that  you're  trying  to  inquire  into  the  rationali- 
zation of  my  mind  as  to  how  I  arrived  at  this  decision. 

Q.  It  would  be  an  interesting  study,  but  that's  not  what  we're 
here  for. 

A.  That's  why  I  say  I  think  if  the  question  were  posed  dif- 
ferently  

Q.  The  question  of  integrity  has  not  arisen  at  any  time  during 
these  hearings. 

A.  (Continuing)  I  would  be  very  happy  to  generalize,  and  if 
you'd  let  me  go  on,  as  I  did  want  to,  I  think  I  might  be  helpful, 
now. 

Q.  Well,  now,  I  don't  want  you  to  go  on  to  be  helpful,  because 
you're  not  being  very  helpful  just  by  going  on,  because  we  reach 
a  point,  Mr.  Mitchell,  where  the  committee  has  some  questions  that 
they  w^ould  like  to  ask  you,  and  as  long  as  you  keep  suggesting 
that  the  record  speaks  for  itself,  it  is  prett}^  difficult  to  ask  those 
questions.  And  of  course  you  may  continue  to  do  that  to  the  extent 
that  3'ou  wish.  However,  we'd  like  to  explore  and  determine  the 
areas  in  which  interrogation,  legisla — or  perhaps  inquiry  by  the 
Legislature  is,  in  the  opinion  of  the  chairman,  or  the  president  of 
the  Public  Utilities  Commission,  proper  or  improper.  Because  on 
that  basis,  the  Legislature  mav  determine 

A.  Well,  then,  I— I 

Q.  (Continuing) — that  changes  in  the  law  are  necessary.  Be- 
cause, you  see — excuse  me,  Mr.  Mitchell — you  see  that  when  we 
ask  you  a  question  somewhere  in  the  answer  you  tell  us  that  you're 
very  similar  to  a  court.  But  a  few  moments  ago  I  recall  you  ex- 
plaining something  to  the  effect  that  you  were  the  prosecutor, 
you  were  the  judge,  you  were  the  jury,  in  many  instances,  and 
that  the  action  was  final.  Now,  if  that  was  the  case,  and  you  were 
acting  improperly,  what  recourse — or  we're  not  acting  in  the  best 
public  interest,  what  recourse  from  a  decision  not  in  the  public 
interest  would  the  people  have? 

A.  That  which  I  assume,  and  I  understand  they  are  employing 
at  the  present  time. 

Q.  Which  is  that  ? 

A.  Which  is  coming  to  their  legislators,  the  representatives  of 
the  people,  and  making  the  representations.  I  see  nothing  wrong 
with  that;  as  I  understood  our  Eepublican  form  of  government, 
that  is  the  way  that  we  proceed. 

Q.  But  if  we  are  not  to  inquire  once  they  come  here,  what  is 
the  point  of  their  coming  here  ? 

A.  Let  me  counter  that  by  saying  this,  that  I  said  to  you  a 
moment  ago,  Senator.  There  has  to  be  a  time  of  finality. 

Q.  Yes,  but  that's  just — excuse  me. 

A.  (Continuing)  In  fact,  the  Legislature  itself  has  set  up  the 
rules  and  regulations  for  reviewing  commission  decisions,  and  I 
think  there  is  plenty  of  law.  Senator — perhaps  Charlie  Johnson 
can  look  this  one  up — there's  plenty  of  law  on  the  subject,  at 
least  about  going  into  tlie — I  think  the  phraseology,  meaning  no 
offense,  is  the  mental  processes  of  those  who  adjudicate,  and  they 
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cannot  be  inquired  into.  Now,  I've  tried  to  point  out  that  reason- 
able men  will  differ. 

Q.  You  don't  have  to  point  that  out  to  us.  I  think  we  all  recog- 
nize that,  Mr.  Mitchell.  Now,  proceed,  please. 

A.  I  was  trying  to  point  out  that  I  thought  that  an  understand- 
ing of  the  facts  in  this  matter,  I  pointed  up  one  thing,  we've  been 
kicking  around  16,000  acres.  The  record  will  not  talk  about 
16,000  acres.  I  talked  about  the  fact  that  the  commission  is  not 
bound  by  the  rule  stare  decisis,  that  the  law  grows,  and  the  com- 
mission is  there  for  that  purpose,  to  grow  with  it.  I  was  pointing- 
out  the  concern  of  Senator  Johnson  about  the  2,000  people,  and 
that  there  had  to  be  a  termination  in  these  hearings,  and  at  the  time 
of  the  termination  there  was  an  exhibit  put  into  the  record 

Q.  Yes,  we  understand  you  said  all  that. 

A.  Will  you — will  you — I'm  trying  to  give 

Q.  I  know  what  you're  trying  to  do.  I'll  tell  you  exactly  what 
you're  trying  to  do,  Mr.  Mitchell.  You're  trying  to  keep  on  talk- 
ing and  tell  us  some  things  that  we're  not  particularly  interested 
in  knowing.  We  want  to  ask  you  some  questions  on  some  things 
that  we  want  to  know. 


APPENDIX  IV 

SUMMARY  OF  CAPITAL  ACCOUNT  OF  GOODWIN  J.  KNIGHT 
K.  G.  &  CO. 

1052  Debit            Credit            Balance 

Jan.    81     Received  from  Knight $21,<)00.00  

Profit,  Fiscal  Year  .January  31,  1952  515.95     $21,515.95 

July  31     Received  from  Knight 2,500.00  

1953 

Jan.    31     Received   from   Knisht 1,.500.00  

Jan.    31      Share  of  profit. 

Fiscal  Year  January  31,  1953 2,555.33       28,071.28 

Sept.  30     Share  of  capital  gain, 

Fiscal  Year  January  31,  1953 744.82  

1954 

Jan.    31      Share  of  profit. 

Fiscal  Year  January  31,  1954 333.39       29,149.49 

1955 

Jan.   31     Cash   withdrawals $700.00  

Jan.   31     Share  of  profit. 

Fiscal  Year  January  31,  1955 4,521.23       32,970.72 

1956 

Jan.   31     Cash   withdrawals   1,700.00  

Jan.    31     Share  of  profit. 

Fiscal  Year  January  31,  1956 13,206.37       44,477.09 

Oct.    31     Cash  withdrawals 1,695.00  42,782.09 

1957 

Jan.    31  Cash   withdrawals 3,220.00                

Jan.   31  Share  of  profit, 

Fiscal  Year  January  31,  1957 7,498.73                

Jan.    31  Adjustment 1,094.75                

Jan.   31  Adjustment 144.39       46,110.46 

Feb.      1  Purchase  by  Gitelson  and  Kawin   __  46,110.46                


Balance   $0.00 
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REPORT  ON  JUDICIAL  SALARIES 

The  1953  Legislature,  recognizing  the  need  for  stabilization  of  the 
judicial  salaries  which  had  become  involved  in  a  morass  of  confusion 
due  to  the  then  existing  method  of  fixing  the  salaries  of  judges  county- 
by-county  as  recommended  by  the  county  grand  juries  and  boards  of 
supervisors,  ordered  an  interim  study. 

As  a  result  of  this  action  the  Senate  Special  Committee  on  Govern- 
mental Administration  submitted  to  the  Senate  on  January  3,  1955, 
its  report  "Study  on  Judicial  Salaries,"  accompanied  by  legislation 
M^hich  revised  the  salary  schedules  and  methods  of  financing  for  the 
entire  judiciary. 

This  legislation  was  adopted  and  signed  into  law  by  the  Governor. 

The  instant  benefits  of  the  salary  formula  measure  were  that  it 
reduced  the  58  salary  classifications  of  superior  court  judges  to  three 
and  removed  the  county  governments  from  any  voice  in  determining 
the  salary  levels  for  the  state  judicial  system. 

The  main  objective  of  the  committee  in  its  study  was  then  and  is 
now  to  provide  compensation  for  judges  adequate  to  attract  to  the 
courts  the  most  able  of  the  legal  profession. 

At  the  time  of  its  recommendations,  however,  the  committee  was  con- 
fronted with  the  practical  considerations  which  were  presented  by  the 
fact  that  many  of  the  State's  judges  were  at  that  time  grossly  under- 
paid by  any  comparative  standards  and  that  in  order  to  make  proper 
adjustments  for  those  at  the  bottom  of  the  scale  substantial  increments 
would  have  to  be  made.  It  was  quite  clear  that  in  order  to  correct  the 
inequities  which  existed  among  the  judges  in  the  smaller  counties,  the 
committee  would  have  to  compromise  for  the  time  being  the  adjust- 
ments which  it  believed  should  be  made  for  the  judges  in  the  larger 
counties.  For  the  committee  at  all  times  has  held  to  the  belief  that 
equal  judges  should  receive  equal  compensation  regardless  of  what 
part  of  the  State  they  are  assigned.  In  this  respect  the  committee  sees 
no  difference  between  the  judges  and  any  other  state  employees.  A 
state  employee  is  paid  according  to  his  classification  regardless  of  his 
headquarters. 

Despite  the  concession  made  by  the  committee  to  practicality  in  arriv- 
ing at  its  recommendation  for  salaries,  the  Senate  Finance  Committee 
arbitrarily  reduced  by  $1,000  across  the  board  the  amounts  recom- 
mended for  compensation  for  all  judges. 

Since  1955  no  adjustments  have  been  made  in  the  judicial  salaries. 

The  committee  during  that  time  has  reviewed  the  entire  question  of 
adequate  compensation  for  the  judiciary  and  believes  adjustments  are 
now  in  order  if  the  quality  of  the  judiciary  is  to  be  maintained.  Since 
its  original  goal  was  to  raise  the  caliber  of  judicial  personnel  the  com- 
mittee has  the  additional  objective  of  recommending  adjustments  not 
just  for  the  purpose  of  maintaing  the  existing  quality  but  to  seek  an 
upgrading. 

Various  comparative  approaches  have  been  made  to  find  a  proper 
yardstick  by  which  the  sufficiency  of  judicial  salaries  can  be  properly 
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determined.  Among  these  have  been  reviews  of  judicial  salaries  paid 
by  the  Federal  Government  and  other  states  enjoying  economic  stand- 
ards on  a  parallel  with  California;  examinations  of  salaries  paid  by 
the  State  in  the  executive  branch;  salary  increases  granted  state  em- 
ployees since  1951 ;  salaries  paid  by  local  governments ;  and  earnings 
of  practicing  members  of  the  legal  profession.  The  essence  of  these 
comparisons  are  provided  elsewhere  in  this  report. 

The  committee  is  most  impressed  with  its  general  findings  with  re- 
spect to  earnings  of  the  legal  profession.  It  would  seem  axiomatic  that 
if  the  people  of  California  are  to  be  provided  with  competent  alert 
jurists  to  administer  justice,  judgeships  must  be  financially  adequate 
to  enable  the  best  of  the  legal  profession  to  leave  private  practice  for 
public  service. 

If  this  is  to  be  the  goal,  salaries  established  for  the  judiciary  cannot 
be  based  upon  "average  earnings"  of  the  legal  profession.  Even  so, 
the  average  earnings  for  all  lawyers  in  California  is  $12,709  and  in 
San  Francisco  the  median  is  $17,340.  If,  the  average  is  nearly  equal 
to  the  current  salaries  of  judges  it  follows  that  generally  only  those 
who  are  "average"  or  below  will  be  willing  to  serve  on  the  judiciary. 
If,  California  seeks  for  its  judiciary  those  who  are  above  average  it 
can  hardly  expect  to  recruit  at  salaries  substantially  below  the  earning 
capacities  of  the  "above  average"  lawyer. 

The  personnel  records  of  the  courts  reflect  that  many  who  are  ap- 
pointed or  elected  to  the  judiciary  are  drawn  from  the  ranks  of  the 
profession  late  in  life  who,  having  achieved  a  financial  success  are  then 
in  a  position  to  accept  a  judicial  position  at  reduced  income  for  the 
prestige  and  honor  of  serving.  But  such  persons  have  many  times 
either  moved  beyond  their  prime  or  are  so  near  that  only  a  few  years 
of  vigorous  alert  service  remains.  The  remaining  recruits  would  seem 
to  be  heavily  weighted  with  those  who  fall  into  the  category  of 
"average." 

What  the  committee  would  seek  to  accomplish  in  an  adjustment  of 
the  judicial  salaries  at  this  time  would  be  to  establish  the  level  of 
compensation  at  a  point  where  the  judiciary  becomes  attractive  to  the 
"above  average"  lawyer  well  within  his  prime  who  can  look  forward 
to  15  or  20  years  of  alert  judicial  effort.  This  type  of  individual  in  the 
40-  to  50-year  age  bracket  usually  is  just  entering  on  his  peak  earning 
capacities.  Studies  show  successful  lawyers  in  this  group  to  be  earning 
from  $25,000  to  $30,000  upwards  per  year.  Not  having  enjoyed  this 
income  for  sufficient  time  to  become  financially  independent,  yet  having 
geared  his  standard  of  living  to  that  level  of  income,  a  judicial  position 
is  impossible  for  consideration  by  him  at  current  salary  levels. 

Comparison  of  the  salaries  of  California  judges  with  the  judges  of 
the  federal  courts  and  other  state  systems  show : 

Supreme  court        Appellate  court  Trial  court 

Federal    $35,000  $2.5,.500  $22,-500 

*  New  York ,36,500  28,000-36,-500  26,000-32.000 

California   23,000  21,500  15,000-18.000 

Pennsylvania    30,000  28,000  18,000-25,000 

Illinois     22,000 

Florida    20,000 

Georgia   19,600 

Michigan 25,000 

*  Plus  $5,000  per  year  expenses. 
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It  should  be  noted  federal  judges  hold  office  for  life  and  are  per- 
mitted retirement  at  full  pay  without  being  required  to  contribute 
towards  retirement  pay. 

The  review  showed  many  instances  of  local  government  salaries  ex- 
ceeding judicial  salaries  and  the  state  budget  reflects  many  salaries 
paid  state  employees  to  exceed  the  majority  of  judicial  positions. 

Since  1951  state  employees  generally  have  received  percentage  in- 
creases which  total  40  percent  and  result  in  salary  increases  greater 
than  40  percent  plus  receiving  an  automatic  5  percent  increment  each 
year  during  the  first  four  years  in  classification.  During  the  same 
period  the  majority  of  judges  have  received  only  one  increase  amount- 
ing to  about  7^  percent. 

Another  comparison  is  that  between  the  judges  and  the  constitutional 

officers  and  directors  since  1940 : 

IHO  195S 

Trial  judges  in  highest  paid  counties $10,000  $18,000 

Treasurer   5,000  19,500 

Secretary  of  State 5,000  19,500 

Controller 5,000  20,000 

Lieutenant  Governor 4,000  20,000 

Governor     10,000  40,000 

Director  of  Finance 10,000  27,500 

Director  of  Mental  Hygiene 6,000  22,000 

The  1955  salary  formula  act  established  the  salary  of  the  Chief 
Justice  at  $24,000  or  $1,000  below  that  recommended  by  the  committee 
after  its  18-month  study.  The  committee,  at  the  time  was  guided  in 
part  by  the  practical  recognition  of  existing  salaries  paid  in  certain 
courts  and  was  unable  to  establish  as  clear  a  differential  between  the 
superior  courts  and  the  municipal  courts  as  it  believed  should  exist. 
The  unavoidable  result  was  that  some  municipal  judges  received 
higher  compensation  than  some  superior  judges. 

The  committee  therefore  proposes  to  correct  this  situation  by  com- 
pleting its  plan  to  provide  equal  salaries  for  courts  of  like  jurisdiction 
throughout  the  State.  An  appellate  justice  receives  the  same  salary 
regardless  of  court  location.  So,  too,  should  superior  and  municipal 
judges.  Thus,  it  is  recommended  that  the  three  classes  of  superior  court 
judges  be  combined. 

Under  this  plan  the  current  salaries  and  those  proposed  are  : 

Chief  Justice,  Supreme  Court $24,000  $30,000 

Associate  Justice,  Supreme  Court 23,000  29,000 

Presiding  justice,  district  court 22,000  28,000 

Justice,  district  court 21,500  27,500 

Superior    judge    15,000-16,-500-18,000  24,000 

Municipal   judge   13,500-15,000-16,500  22,000 
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LETTER  OF  TRANSMITTAL 

January  15,  1959 
Hon.  Glenn  M.  Anderson,  President, 
and  Members  of  the  Senate 

Gentlemen  :  Your  Senate  Special  Committee  on  Governmental  Ad- 
ministration, created  by  Senate  Resolution  No.  40  of  the  1957  Regular 
Session  (Senate  Journal  page  5105)  presents  herewith  a  partial  report 
of  its  activities  and  the  results  of  its  study  concerning  protection  at 
street,  road  and  highway  crossings  used  by  schoolchildren. 

Respectfully  submitted  by, 

George  Miller,  Jr. 
John  F.  McCarthy 
Randolph  Collier 
Harold  T.  Johnson 
Robert  I.  Montgomery 
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STUDY  ON  SCHOOL  CROSSING  GUARDS 

THE  PROBLEM 

Millions  of  cliildren  daily  cross  city  streets,  state  highways  or  county 
roads  on  their  way  to  and  from  schools.  They  are,  of  course,  only  a  part 
of  the  daily  swarm  of  pedestrians  that  compete  with  motorists  for  space 
and  right-of-way  at  intersections  throughout  California.  Protection  of 
all  pedestrians  has  been  recognized  as  a  major  problem  of  traffic  control 
in  state  law  and  local  ordinance.  In  practice,  special  attention  has  been 
given  to  heavily  used  intersections  through  assignment  of  police  officers 
to  them  or  the  installation  of  automatic  signal  devices. 

However,  the  peculiar  nature  of  pedestrian  traffic  made  up  of  school- 
students  also  has  been  recognized.  It  is  regular  and  therefore  predict- 
able both  as  to  time  of  day  and  place  of  occurrence.  Its  volume  also 
can  be  estimated  closely.  Because  children  are  concerned,  presumably 
with  less  experience  and  judgment  in  traffic  situations,  there  is  a  special 
public  interest  in  protection  of  this  student  traffic.  Formal  recognition 
of  the  problem  has  been  given  in  state  law.  The  Education  Code  author- 
izes the  formation  of  school  safety  patrols,  made  up  of  students,  for 
duty  at  intersections.  Another  approach  is  taken,  for  unincorporated 
areas,  in  the  Streets  and  Highways  Code  which  has  been  interpreted  as 
authorizing  use  of  motor  vehicle  tax  revenue  for  employment  of  cross- 
ing guards  by  counties. 

But,  a  full  solution  to  the  problem  apparently  has  not  been  reached 
either  through  legislation  or  voluntary  action.  Applicable  state  laws, 
and  their  interpretations  either  by  the  Attorney  General  or  local  gov- 
ernment counsels,  leave  gaps  in  areas  of  authority  or  of  financial  re- 
sponsibility. Senate  Bill  No.  510  of  the  1955  Regular  Session  attacks 
one  phase  of  the  problem  by  proposing  that  school  districts  be  author- 
ized to  spend  funds  under  their  control  for  the  employment  of  guards 
at  intersections  used  by  students  on  their  way  to  and  from  schools. 

SCOPE  OF  STUDY 

In  its  study  of  the  school  crossing  problem  and  specifically  of  Senate 
Bill  No.  510,  the  committee  solicited  information  and  opinions  from 
groups  and  persons  concerned.  Included  were  school  district  executives, 
and  officials  of  both  cities  and  counties.  Organizations  representing 
these  groups,  as  well  as  those  representing  schoolteachers,  also  were 
asked  if  they  wished  to  present  views  on  the  bill.  A  hearing  was  held 
in  Sacramento  on  September  29,  1958,  at  which  testimony  was  taken 
from  some  10  witnesses  substantially  covering  the  groups  mentioned. 

The  school  and  teachers'  groups  expressed  virtually  unanimous  oppo- 
sition to  Senate  Bill  No.  510.  Their  stated  opposition  was  based  on  two 
grounds — diversion  of  school  funds  for  a  noninstructional  purpose,  and 
a  lack  of  legal  responsibility  or  authority  for  school  districts  to  control 
"normal"  travel  of  students  to  and  from  school. 
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county's  apportionment  from  the  Highway  Users  Tax  Fund.  Section 
2120  gives  general  authority  for  deductions  from  county  apportion- 
ments from  this  fund  for  contract  services  "by  any  department''  of 
State  Government.  An  Attorney  General's  opinion  (17AG157)  has  held 
that  the  deductions  are  within  the  meaning  of  Article  XXVI,  Section  2 
of  the  Constitution  which  allows  use  of  motor  vehicle  tax  and  license 
fee  revenue  for  enforcement  of  traffic  laws. 

A  table  follows  showing  deductions  made  in  the  1957-58  Fiscal  Year 
by  the  State  Controller  for  payments  to  the  Highway  Patrol  for  school 
crossing  protection : 

Conniy  ToiaJ 

Alameda    $34,222.31 

Coutra  Costa 8,300.63 

Kern    44,u"i3.l»3 

Los  Angeles 327,461.96 

Riverside 14,4U"J.75 

San  Bernardino 5,371.41 

San  Luis  Obispo 8,630.48 

San  Mateo    24,358.54 

Santa  Barbara 5,624.24 

Sauta  Clara    16,022.44 

Sutter 2,028.23 

Ventura     7,861.08 

Yolo   3,486.07 

Total $.502,441.07 

SCHOOL  SAFETY  PATROLS 

Safety  patrols  made  up  of  students  who  are  usually  trained  or  ad- 
vised by  local  police  agencies  have  been  used  at  least  since  19^3  to 
provide  protection  for  schoolchildren  at  crosswalks.  Almost  unanimous 
praise  was  voiced  to  the  committee  for  the  efficiency  of  these  patrols 
in  preventing  injuries  or  deaths  in  crossing  accidents,  as  well  as  for 
their  usefulness  in  developing  desirable  character  traits  among  the 
patrol  members. 

The  authority  for  establishment  of  the  patrols  is  contained  in  Section 
16130  of  the  Education  Code  which  states:  "The  governing  board  of 
any  school  district  may,  subject  to  such  rules  and  regulations  as  shall 
be  adopted  by  the  State  Board  of  Education,  establish  and  maintain  a 
school  safety  patrol  in  any  of  the  schools  of  the  district  for  the  purpose 
of  assisting  such  pupils  of  such  school  in  safely  crossing  streets  and 
highways  adjacent  to  or  near  such  school." 

The  Attorney  General's  opinion  concerning  the  San  Anselmo  School 
District  and  the  City  of  San  Anselmo  quoted  above  has  been  generally 
interpreted  as  banning  the  use  of  school  patrols  except  at  intersections 
of  streets  bordering  on  school  grounds.  An  opinion  of  the  Los  Angeles 
County  Counsel  specifically  bans  the  use  of  the  patrols  in  that  count}'. 

Samuel  E.  Vickers,  City  Manager  of  Long  Beach,  wrote  the  com- 
mittee that  safety  patrols  organized  in  that  city  in  1944  were  discon- 
tinued in  1948  in  compliance  with  the  county  counsel's  opinion.  "It  is 
clear  that  the  experience  of  other  cities  with  the  junior  traffic  patrol 
has  been  excellent, ' '  he  wrote.  He  added  that  it  has  been  estimated  that 
$150,000  of  $200,000  now  being  spent  annually  for  adult  crossing- 
guards  could  be  saved  if  the  patrols  were  re-established. 
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The  safety  patrol  program  in  the  City  of  Berkeley  was  cited  to  the 
committee  as  one  of  the  most  successful  in  the  State.  A  review  of  the 
program  by  the  Berkeley  Police  Department  in  1955  stated : 

"In  31  years  of  operation  we  estimate  there  have  been  about 
120,000,000  individual  school  crossings.  During  the  31  years  of 
successful  operation  there  have  been  no  fatalities  involving  a  child 
at  any  of  these  intersections,  and  there  have  been  less  than  six 
accidents,  all  but  one  of  which  were  very  minor,  at  these  crossings. 
Since  1946  we  estimated  about  54,000,000  individual  crossings  and 
during  these  eight  years  there  have  been  no  fatalities  and  no  in- 
juries. We  would  be  happy  indeed  if  the  traffic  accident  record 
in  Berkeley  for  the  past  31  years  was  as  good  at  all  of  the  other 
intersections  in  Berkeley  which  are  nonprotected.  We  are  confi- 
dent too  that  it  would  be  economically  impossible  to  provide  either 
policemen  or  school  crossing  guards  of  any  type  at  as  many  as  65 
street  intersections  which  the  junior  traffic  police  are  handling  so 
well." 

A  "before  and  after"  comparison  between  student  patrols  and  adult 
guards  at  Vallejo  crossings  was  drawn  in  testimony  by  AVilliam  A. 
Jones,  Solano  County  Road  Commissioner.  He  explained  that  retired 
persons  were  employed  as  guards  after  school  district  authority  to 
operate  the  patrols  was  questioned.  He  testified  the  adults  "are  not 
doing  the  job  that  the  junior  patrol  did  at  the  same  intersections  *  *  * 
they  are  not  as  mentally  aggressive  *  *  *  not  quite  positive  in  their 
actions. ' ' 

Some  school  authorities  opposed  the  use  of  student  patrols  on  grounds 
the  patrol  members  lose  an  excessive  amount  of  classroom  time.  A 
question  was  raised  also  as  to  the  liability  of  the  school  district  or  of 
parents  of  the  patrol  members  concerned  in  case  of  an  accident  at  a 
crossing  manned  by  students. 

The  special  difficulty  was  emphasized  of  halting  traffic  for  student 
crossings  of  main  highways  and  arterial  city  streets.  In  some  cases 
this  would  be  beyond  the  ability  of  students  or  even  of  adults  unless 
highly  trained  in  traffic  control.  A  solution  is  available  in  these  cases, 
it  was  pointed  out,  through  the  installation  of  signal  devices.  The 
Sacramento  school  district  reported,  for  example,  that  the  City  of 
Sacramento  has  installed  signals  designed  wholly  or  in  part  for  protec- 
tion of  students  at  20  intersections. 

CONCLUSIONS 

1.  The  provision  of  protection  to  students  at  street  and  road  crossings 
is  essential  and  will  be  a  growing  problem  as  population  and  traffic  in 
California  increase.  Action  must  be  taken  to  improve  these  protective 
services,  which  at  present  appear  to  be  deficient  at  many  locations.  The 
introduction  of  Senate  Bill  No.  510  of  the  1955  Session  is  evidence  of 
concern  about  the  problem. 

2.  Employment  as  crossing  guards  of  those  persons  who  are  avail- 
able for  part-time  work  of  this  nature  does  not  appear  to  be  the  best 
solution.  It  also  is  expensive. 

3.  The  committee  is  impressed  with  the  record  of  school  safety  pa- 
trols where  enthusiastic  efforts  have  been  made  to  organize  them  and 
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The  diversion  of  funds  argument  perhaps  was  summed  up  best 
by  J.  H.  Hull,  Secretary-treasurer  of  the  South  Bay  (Los  Angeles 
County)  School  Trustees  and  Administrators  Association.  He  said: 

"School  districts  are  having  enough  difficulty  in  financing  their 
expanding  programs  under  the  population  increases  facing  them, 
without  assuming  police  functions  and  getting  involved  with  juris- 
dictional disputes  as  to  who  is  responsible  for  what. ' ' 

With  one  exception,  none  of  the  witnesses  or  persons  who  otherwise 
communicated  with  the  committee  argued  that  school  districts  pres- 
ently have  financial  responsibility  or  authority  for  the  employment  of 
crossing  guards.  In  general  the  contention  was  made  that  protection 
of  schoolchildren  at  intersections  is  a  matter  of  public  safety,  differing 
in  no  w^ay  from  any  other  situation  involving  autos  or  pedestrians  using 
public  streets  or  roads. 

The  exception  is  the  Sacramento  City  Unified  School  District  which 
has  assumed  the  responsibility  for  crossing  guard  service  with  the  em- 
plojanent  of  "special  officers"  at  the  three  high  schools  in  the  district. 
The  district  relies  for  its  authority  on  an  opinion  of  the  Sacramento 
County  counsel.  The  opinion  construes  the  words  "other  emploj^ees"  in 
Section  14001  of  the  Education  Code  as  including  "special  officers." 

(Section  14001  states:  "The  governing  board  of  any  school  district 
shall  employ  janitors  and  other  employees  of  the  school.") 

Other  districts  so  far  as  the  committee  is  informed  consider  that 
emplo.yment  of  crossing  guards  or  "officers"  is  prohibited  under  attor- 
ney generals'  opinions.  Cited  particularly  was  an  opinion  (24AG143) 
which  was  rendered  in  answer  to  specific  questions  about  the  responsi- 
bility of  the  Cit}^  of  San  Anselmo  and  the  San  Anselmo  School  District 
for  protecting  schoolchildren  at  intersections.  The  conclusions  reached 
in  the  opinion  were  : 

1.  The  City  of  San  Anselmo  has  a  duty  to  provide  protection  to 
schoolchildren  crossing  streets  as  they  go  and  return  to  school,  but 
whether  such  protection  is  required  at  the  school  site  depends 
upon  the  conditions  existing  at  such  particular  site. 

2.  The  San  Anselmo  School  District  does  not  have  a  duty  to  control 
traffic  so  as  to  provide  protection  for  schoolchildren  crossing 
streets  as  they  go  and  return  to  school,  but  at  the  school  site  and 
the  streets  immediately  adjacent  thereto  conditions  may  warrant 
some  sort  of  supervision  of  the  students  depending  on  the  risks 
involved. 

In  discussion  of  the  conclusions,  the  opinion  gave  as  an  example  of 
school  responsibility  a  case  where  crowding  at  a  school  exit  might  create 
a  condition  requiring  care  to  insure  that  children  were  not  virtually 
forced  out  into  the  street. 

This  opinion  also  cited  an  earlier  one  (NS3904)  which  states  in  part : 
"School  authorities  are  not  empowered  to  appoint  or  employ 
traffic  officers  or  to  create  such  offices,  nor  have  they  been  author- 
ized to  enforce  traffic  laws  at  crossings  near  schools — however  the 
assertion  by  a  pedestrian  of  his  rights  in  using  a  crossing,  and  his 
indication  of  his  desire  to  cross,  thereby  requiring  the  driver  to 
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yield  him  the  right-of-way,  is  NOT  regulation  of  traffic  which  can 
be  enforced  only  through  a  duly  authorized  officer.  It  is  something 
that  can  be  accomplished  by  any  person  as  a  pedestrian,  whether 
intended  by  him  for  his  own  safety  or  for  the  safety  of  others  who 
may  accompany  him." 

"Such  persons  might  be  employed  specially  for  that  purpose  and 
be  designated  a  crossing  guard.  *  *  *  Because  of  the  limited  pow- 
ers vested  in  school  districts  and  the  governing  bodies  thereof,  such 
persons  could  not  be  employed  by  such  districts  or  their  governing- 
bodies.  ' ' 

City  officials,  who  in  general  supported  the  purpose  of  Senate  Bill 
No.  510,  relied  on  three  principal  arguments  in  contending  that  pro- 
tection of  schoolchildren  at  intersections  is  not  wholly  a  municipal  re- 
sponsibilit3^ 

First,  they  pointed  out  that  city  governments  cannot  control  the 
location  of  schools.  Without  this  control,  it  was  argued,  there  is  no 
opportunity  to  minimize  intersection  hazards  by  such  steps  as  selecting 
school  sites  away  from  main  thoroughfares. 

Second,  it  was  pointed  out  that  in  many  instances  there  are  school 
districts  with  school  buildings  located  solely  within  a  city,  although  the 
district  includes  noncity  areas.  The  cities  in  such  cases,  it  was  argued, 
are  unfairly  penalized  in  being  required  to  provide  crossing  protection 
for  nonresident  children. 

Third,  the  general  argument  was  made  that  the  school  crossing  prob- 
lem is  of  such  a  special  nature  that  it  should  not  be  included  as  a 
police  and  public  safety  responsibility. 

There  was  some  argument  before  the  committee  that  the  schools  have 
some  statutory  responsibility  for  behavior  of  students  from  the  time 
they  leave  home  until  they  return  from  school.  However,  the  only  dec- 
laration of  this  responsibility  cited  was  Section  13229  of  the  Education 
Code,  which  states:  "Every  teacher  in  the  public  schools  shall  hold 
pupils  to  a  strict  account  for  their  conduct  on  the  way  to  and  from 
school,  on  the  playgrounds,  or  during  recess. ' ' 

In  an  Attorney  General's  opinion  (2AG160)  in  which  this  section 
was  considered,  it  was  stated :  "It  is  our  opinion  that  normally  no  re- 
sponsibility rests  on  the  school  district  to  provide  a  safe  means  of 
travel  for  pupils  of  the  district  in  going  to  and  from  a  school  of  tlie 
district.  *  *  *    " 

Like  school  district  officials,  city  and  county  representatives  pointed 
to  growing  costs  for  other  essential  services  provided  by  them,  and  ex- 
pressed reluctance  to  assume  or  continue  to  bear  costs  for  what  they 
said  they  felt  was  at  least  morally  a  joint  responsibility.  The  cost  of 
providing  adult  guards  at  intersections  used  by  students  is  significant, 
testimony  and  communications  showed.  The  City  of  Long  Beach  re- 
ported only  paid  guards  are  used  in  its  jurisdiction,  and  that  the  cost 
is  about  $200,000  a  year. 

Thirteen  counties  which  contract  with  the  California  Highway'  Pa- 
trol for  protection  of  schoolchildren  at  intersections  paid  .$502,441.07 
for  this  service  in  the  1957-58  Fiscal  Year.  Contracts  for  these  Highway 
Patrol  services  are  made  under  authority  of  Section  2120  of  the  Streets 
and  Highways  Code,  and  payments  are  deducted  from  the  contracting 
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county's  apportionment  from  the  Highway  Users  Tax  Fund.  Section 
2120  gives  general  authority  for  deductions  from  county  apportion- 
ments from  this  fund  for  contract  services  "by  am^  department"  of 
State  Government.  An  Attorney  General's  opinion  (17AG157)  has  held 
that  the  deductions  are  within  the  meaning  of  Article  XXYI,  Section  2 
of  the  Constitution  which  allows  use  of  motor  vehicle  tax  and  license 
fee  revenue  for  enforcement  of  traffic  laws. 

A  table  follows  showing  deductions  made  in  the  1957-58  Fiscal  Year 
by  the  State  Controller  for  pa^-ments  to  the  Highway  Patrol  for  school 
crossing  protection : 

County  Total 

Alameda    $34,222.31 

Contra  Costa 8,300.03 

Keru    44,u"<o.l»o 

Los  Angeles 327,461.06 

Riverside 14,4D9.7.'3 

San  Bernardino 5,371.41 

San  Luis  Obispo 8,630.48 

iSau  Mateo    24,3.38.54 

Santa  Barbara 5,624.24 

.Santa  Clara    16,022.44 

Sutter 2,028.23 

Ventura     7,861.08 

Yolo 3,486.07 

Total $502,441.07 

SCHOOL  SAFETY  PATROLS 

Safety  patrols  made  up  of  students  who  are  usually  trained  or  ad- 
vised by  local  police  agencies  have  been  used  at  least  since  19z3  to 
provide  protection  for  schoolchildren  at  crosswalks.  Almost  unanimous 
praise  was  voiced  to  the  committee  for  the  efficiency  of  these  patrols 
in  preventing  injuries  or  deaths  in  crossing  accidents,  as  well  as  for 
their  usefulness  in  developing  desirable  character  traits  among  the 
patrol  members. 

The  authority  for  establishment  of  the  patrols  is  contained  in  Section 
16430  of  the  Education  Code  which  states:  "The  governing  board  of 
any  school  district  may,  subject  to  such  rules  and  regulations  as  shall 
be  adopted  by  the  State  Board  of  Education,  establish  and  maintain  a 
school  safety  patrol  in  any  of  the  schools  of  the  district  for  the  purpose 
of  assisting  such  pupils  of  such  school  in  safely  crossing  streets  and 
highways  adjacent  to  or  near  such  school." 

The  Attornej'  General's  opinion  concerning  the  San  Anselmo  School 
District  and  the  City  of  San  Anselmo  quoted  above  has  been  generally 
interpreted  as  banning  the  use  of  school  patrols  except  at  intersections 
of  streets  bordering  on  school  grounds.  An  opinion  of  the  Los  Angeles 
County  Counsel  specifically  bans  the  use  of  the  patrols  in  that  county. 

Samuel  E.  Vickers,  City  Manager  of  Long  Beach,  wrote  the  com- 
mittee that  safety  patrols  organized  in  that  city  in  1944  were  discon- 
tinued in  1948  in  compliance  with  the  county  counsel's  opinion.  "It  is 
clear  that  the  experience  of  other  cities  with  the  junior  traffic  patrol 
has  been  excellent, ' '  he  wrote.  He  added  that  it  has  been  estimated  that 
$150,000  of  $200,000  now  being  spent  annually  for  adult  crossing 
guards  could  be  saved  if  the  patrols  were  re-established. 
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The  safety  patrol  program  in  the  City  of  Berkeley  was  cited  to  the 
committee  as  one  of  the  most  successful  in  the  State.  A  review  of  the 
program  by  the  Berkeley  Police  Department  in  1955  stated : 

"In  31  years  of  operation  we  estimate  there  have  been  about 
120,000,000  individual  school  crossings.  During  the  31  years  of 
successful  operation  there  have  been  no  fatalities  involving  a  child 
at  any  of  these  intersections,  and  there  have  been  less  than  six 
accidents,  all  but  one  of  which  were  very  minor,  at  these  crossings. 
Since  1946  we  estimated  about  54,000,000  individual  crossings  and 
during  these  eight  years  there  have  been  no  fatalities  and  no  in- 
juries. We  would  be  happy  indeed  if  the  traffic  accident  record 
in  Berkeley  for  the  past  31  years  was  as  good  at  all  of  the  other 
intersections  in  Berkeley  which  are  nonprotected.  We  are  confi- 
dent too  that  it  would  be  economically  impossible  to  provide  either 
policemen  or  school  crossing  guards  of  any  type  at  as  many  as  65 
street  intersections  which  the  junior  traffic  police  are  handling  so 
well." 

A  "before  and  after"  comparison  between  student  patrols  and  adult 
guards  at  Vallejo  crossings  was  drawn  in  testimony  by  William  A. 
Jones,  Solano  County  Eoad  Commissioner.  He  explained  that  retired 
persons  were  employed  as  guards  after  school  district  authority  to 
operate  the  patrols  was  questioned.  He  testified  the  adults  "are  not 
doing  the  job  that  the  junior  patrol  did  at  the  same  intersections  *  *  * 
they  are  not  as  mentally  aggressive  *  *  *  not  quite  positive  in  their 
actions." 

Some  school  authorities  opposed  the  use  of  student  patrols  on  grounds 
the  patrol  members  lose  an  excessive  amount  of  classroom  time.  A 
question  was  raised  also  as  to  the  liability  of  the  school  district  or  of 
parents  of  the  patrol  members  concerned  in  case  of  an  accident  at  a 
crossing  manned  by  students. 

The  special  difficulty  was  emphasized  of  halting  traffic  for  student 
crossings  of  main  highways  and  arterial  city  streets.  In  some  cases 
this  would  be  beyond  the  ability  of  students  or  even  of  adults  unless 
highly  trained  in  traffic  control.  A  solution  is  available  in  these  cases, 
it  was  pointed  out,  through  the  installation  of  signal  devices.  The 
Sacramento  school  district  reported,  for  example,  that  the  City  of 
Sacramento  has  installed  signals  designed  wholly  or  in  part  for  protec- 
tion of  students  at  20  intersections. 

CONCLUSIONS 

1.  The  provision  of  protection  to  students  at  street  and  road  crossings 
is  essential  and  will  be  a  growing  problem  as  population  and  traffic  in 
California  increase.  Action  must  be  taken  to  improve  these  protective 
services,  which  at  present  appear  to  be  deficient  at  many  locations.  The 
introduction  of  Senate  Bill  No.  510  of  the  1955  Session  is  evidence  of 
concern  about  the  problem. 

2.  Employment  as  crossing  guards  of  those  persons  who  are  avail- 
able for  part-time  work  of  this  nature  does  not  appear  to  be  the  best 
solution.  It  also  is  expensive. 

3.  The  committee  is  impressed  with  the  record  of  school  safety  pa- 
trols where  enthusiastic  efforts  have  been  made  to  organize  them  and 
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place  them  under  expert  gviidance.  There  is  a  clear  need  for  extension 
of  the  patrol  and,  if  necessary,  legislation  should  be  enacted  to  allow 
stationing  of  patrol  members  at  intersections  not  adjacent  to  schools. 

4.  The  installation  of  signals  at  intersections  wliere  critical  traffic 
conditions  occur  provides  a  solution  for  crossing  protection  where 
school  safety  patrols  are  not  deemed  adequate. 

5.  The  diversion  of  school  funds  to  noninstruetional  uses  should  not 
be  encouraged.  In  view  of  paragraphs  three  and  four  above,  approval 
of  the  proposal  contained  in  Senate  Bill  No.  510  is  not  recommended. 

6.  The  committee  questions  the  contract  arrangement  by  which  some 
counties  obtain  Highway  Patrol  services  at  student  crossings.  It  would 
appear  that  this  protection  is  more  expensive  than  other  available 
methods,  and  that  patrolmen  are  being  diverted  from  other  duties  more 
in  line  with  the  Patrol's  basic  mission. 
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Gentlemen  :  Your  Senate  Special  Committee  on  Governmental  Ad- 
ministration has  conducted  an  investigation  of  special  trust  funds  at 
several  of  the  state  colleges  and  reports  herewith  its  findings  together 
with  conclusions  and  recommendations. 
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Randolph  Collier 
Robert  I.  Montgomery 
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SENATE  SPECIAL  COMMITTEE  ON  GOVERNMENTAL 
ADMINISTRATION 

SURVEY  OF  STATE  COLLEGE  TRUST  FUNDS 

As  a  result  of  complaints  received  by  the  committee  from  contractors 
about  solicitations  for  funds  for  Hnmboldt  State  College,  examinations 
of  the  books  and  accounts  of  Humboldt,  Sacramento,  San  Francisco, 
Chico  and  Fresno  State  Colleges  were  made. 

Each  of  the  state  colleges  examined  maintained  three  bank  accounts 
into  which  are  deposited  "state  moneys."  These  accounts  are  the  cash 
state,  cash  trust  and  revolving  fund  accounts.  The  conduct  of  these 
accounts  is  prescribed  by  a  Department  of  Finance  manual.  Receipts 
and  disbursements  of  these  accounts  are  subject  to  review  by  both  the 
State  Controller  and  the  Department  of  Finance,  Division  of  Audits. 
The  accounts  are : 

Cash  Trust:  Receipts  generallj'-  are  from  donations,  bequests,  gifts, 
repayment  of  loans,  housing  deposits,  lost  books  deposits,  and,  in  cer- 
tain instances,  grants  from  federal  funds  for  specific  projects.  Dis- 
bursements are  student  loans  and  scholarships,  and  transmittals  to  the 
State  Treasurer. 

Cash  State:  Receipts  are  from  student  fees,  sale  of  surplus  prop- 
erty, librar.y  fines,  dormitory  rentals  and  lease  of  state  facilities.  Dis- 
bursements are  refunds,  and  transmittals  to  the  State  Treasurer. 

Revolving  Fund :  Receipts  are  from  repayments  from  the  State  and 
individuals.  Disbursements  are  advances  on  salary  and  travel  and  on 
discount  invoices. 

While  the  procedures  vary  at  the  colleges  the  practice  is  to  have 
three  college  officers  authorized  to  sign  checks,  any  one  of  the  three 
being  sufficient  excepting  for  amounts  in  excess  of  $5,000. 

In  each  college  the  books  and  accounts  of  the  three  state  bank  ac- 
counts are  maintained  by  the  college  business  office. 

The  practice  in  handling  additional  bank  accounts  maintained  as 
part  of  the  college  operations  differs  at  the  colleges  examined. 

Official  rubber  stamp  endorsements  for  each  account  are  provided 
so  that  checks  received  may  be  deposited  to  the  proper  account. 

The  examination  of  books  and  accounts  was  limited  to  the  special 
accounts  of  the  various  colleges  and  the  findings  are  reported  by  college. 

HUMBOLDT  STATE  COLLEGE 

Foundation  Account:  Receipts  are  charges  for  hot  lunches  served 
at  the  college  elementary  school,  and  state-federal  contributions  to  the 
program.  Disbursements  are  the  operational  costs  of  the  hot  lunch  pro- 
gram including  supplies,  labor  and  equipment. 

Nelson  Hall  Cafeteria:  Receipts  are  from  sales  of  meals.  Disburse- 
ments are  for  supplies,  labor,  equipment,  and  transfer  of  profits  to 
associated  students. 

(5) 
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Bookstore;  Receipts  from  book  sales.  Disbursements  for  purchases, 
equipment,  salaries  and  transfer  of  profits  to  Associated  Students, 

Associated  Students:  Receipts  are  from  student  body  fees,  gate 
receipts  and  admissions,  advertising  receipts,  bookstore  profits,  faculty 
and  campus  club  deposits,  and  private  donations.  Disbursements  are 
for  student  body  activities  as  budgeted  by  the  student  body  for  athletic 
equipment,  newspaper  operations,  salaries,  claims  of  the  faculty  and 
campus  clubs,  student  work  aid,  loans  to  students,  training  table, 
funerals,  dedications,  hardship  cases  and  such  other  extra  curricular 
activities  not  authorized  for  the  expenditure  of  state  funds. 

Each  of  these  accounts  is  maintained  in  the  college  business  office 
by  state  employees  with  the  exception  of  one  employee  who  is  paid  out 
of  Associated  Student  funds  to  work  on  the  Associated  Student,  Nelson 
Hall  Cafeteria,  Book  Store  and  Foundation  accounts.  However,  the 
work  of  the  state  employee  appears  to  be  commingled  and  the  overall 
supervision  of  the  accounts  is  by  the  business  manager  and  the  account- 
ing officer,  both  state  employees.  Signing  of  checks  is  the  same  as  for 
the  so-called  state  fund  accounts. 

In  addition  to  the  checking  accounts  the  college  maintains  11  savings 
accounts,  seven  in  the  Humboldt  Federal  Savings  and  Loan  Associa- 
tion, and  one  each  in  the  Six  Rivers  Savings  and  Loan,  Eureka;  Home 
Federal  Savings  and  Loan,  San  Francisco ;  Citizens  Federal  Savings 
and  Loan,  San  Francisco ;  and  the  Great  "Western  Savings  and  Loan, 
Los  Angeles.  The  examination  did  not  extend  to  these  accounts  inas- 
much as  it  was  stated  no  disbursements  were  made  from  these  accounts. 
Any  withdrawals,  it  was  said,  would  be  deposited  in  the  proper  check- 
ing account  for  disbursement.  The  accounts  are  as  follows : 

Savings  Accounts :  Nonstate  Funds 

Associated  Students  Athletic  Reserve  Fund  Humboldt  Federal   Savings   & 

Loan  Assoc,  Eureka 

Associated   Students   Reserve   Fund Humboldt   Federal   Savings   & 

Loan  Assoc,  Eureka 

Capital  Outlay  Reserve  Account Humboldt   Federal   Savings   & 

Loan  Assoc,  Eureka 
Humboldt  State  College  Athletic 

Reserve  Fund Home  Federal  Savings  &  Loan 

Assoc,  San  Francisco 
Associated  Student  Body  Capital 

Outlay  Fund Six    Rivers    Savings    &    Loan 

Assoc,  Eureka 
Humboldt  State  College  Improvement 

Association Humboldt   Federal   Savings  & 

Loan  Assoc,  Eureka 

College  Administrative  Fund Humboldt   Federal   Savings   & 

Loan  Assoc,  Eureka 

Improvement  Association  Scholarship Humboldt   Federal   Savings   & 

Loan  Assoc,  Eureka 

Humboldt  State  College  Assistance  Reserve -Humboldt  Federal   Savings   & 

Loan  Assoc,  Eureka 
Humboldt  State  College 

Administrative  Fund Great   Western   Savings  & 

Loan  Assoc,  Los  Angeles 
Humboldt  State  College 

Improvement  Fund Citizens  Federal   Savings  & 

Loan  Assoc,  San  Francisco 
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The  examination  at  Humboldt  centered  around  the  Associated  Stu- 
dents accounts  and  records.  This  account  is  operated  by  the  business 
office  in  the  nature  of  a  bank  and  the  books  reflect  a  multitude  of  activ- 
ities within  the  account.  Deposits  are  made  to  the  Business  Office  for 
credit  to  the  various  accounts  and  the  funds  are  then  co-mingled  by 
deposit  in  the  Associated  Students  checking  account.  Disbursements  are 
made  from  this  account  and  charged  against  the  books  of  the  various 
activities.  These  include  numerous  campus  clubs,  the  various  student 
body  activities,  the  nonprofit  Humboldt  College  Improvement  Associ- 
ation, and  the  College  Administrative  Fund. 

The  College  Administrative  Fund  is  regarded  by  the  Business  Office 
as  "the  president's  fund"  and  disbursements  are  made  merely  upon 
the  instructions  of  the  president.  Most  of  these  instructions  are  be 
memorandum,  without  supporting  documents  and  many  disbursements 
are  made  directly  to  the  president. 

During  the  12-month  period  under  examination  September  1,  1957, 
to  August  31,  1958,  disbursements  from  the  Administrative  Fund  were 
approximately  $4,400  and  receipts  amounted  to  $3,400. 

A  Division  of  Audits  report  shows  receipts  for  this  fund  to  be  $2,348 
in  1955  and  $11,265  in  1956.  The  report  of  the  current  two-year  period 
audit  by  that  agency  covering  July  1,  1956,  to  June  30,  1958,  was  not 
available  at  the  time  of  this  examination. 

Of  the  $4,400  disbursed  during  the  period  of  the  staff  examination, 
$2,000  was  paid  to  Mary  Ham,  an  employee  of  the  college  as  a  loan 
secondary  to  a  loan  from  the  Bank  of  America. This  loan,  together  with 
an  earlier  $3,000  first  trust  deed  loan  to  Ernest  Bednar,  also  an  em- 
ployee of  the  college,  was  questioned  as  to  propriety  in  a  letter  to  the 
Department  of  Education  from  the  Division  of  Audits,  with  the  result 
the  loans  were  stated  to  have  been  repaid.  In  the  staff  examination  it 
was  impossible  to  determine  the  rate  of  interest  or  any  other  particulars 
of  the  Mary  Ham  loan,  and  the  Bednar  loan  was  not  reflected  on  the 
books  examined.  While  the  Business  Office  asserted  the  money  had  been 
disbursed  on  the  authority  of  memorandums  from  the  president,  a 
search  of  the  files  did  not  produce  any  documents  in  connection  with 
either  loan. 

The  Division  of  Audits  reported  the  loans  were  made  from  those 
trust  funds  by  the  president  "without  written  authorization  by  other 
members  of  the  executive  committee."  It  recommended  "consideration 
be  given  to  whether  investments  of  this  type  are  appropriate  for  a 
trustee"  and  that  "any  action  involving  use  or  disposition  of  funds 
entrusted  to  an  organized  group  should  be  taken  only  upon  formal 
authorization  of  all  the  responsible  parties."  It  further  recommended 
' '  full  recordation  of  any  investment  transaction. ' ' 

Of  the  $2,400  balance  disbursed  from  the  administrative  fund  during 
the  year  under  examination  $396.39  was  paid  directly  to  the  president 
on  his  instructions  with  no  supporting  documents  and  entered  in  the 
books  with  little  more  than  the  general  explanation  of  "miscellaneous 
expense";  $183.33  was  paid  to  a  camera  shop  for  purchase  of  a  camera 
with  no  supporting  documents  or  no  explanation  as  to  what  the  camera 
was  for  or  where  it  is  now,  and  $322.40  to  A.  Brizard,  Inc.  for  "equip- 
ment" with  no  supporting  documents  to  indicate  what  equipment  or 
for  what  purpose.  A.  Brizard,  Inc.  is  an  Areata  department  store  in 

3—1^3979 
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which  Kobert  Matthews,  a  member  of  the  Humboldt  State  College 
Advisory  Board,  is  financially  interested. 

The  sum  of  $826.44  was  expended  to  cover  an  activity  entered  as 
' '  October  dedication. ' ' 

Other  items  noted  in  the  examination  include : 

1.  Disbursement  of  $10.80  for  "luncheon  for  State  Board  of  Edu- 
cation members"  and  $8.05  to  Sibyl  Jamieson,  the  president's  personal 
secretary  for  ' '  expense  for  State  Board  of  Education. ' '  State  Board  of 
Education  members  receive  a  per  diem  on  their  trips. 

2.  To  Sybil  Jamieson,  $6  for  "office  expense,  petty  cash." 

3.  To  Roy  E.  Simpson,  $50  for  "donation." 

4.  An  amount  of  $25  for  "coffee  pot  for  faculty  lounge." 

5.  An  amount  of  $165.75  to  "Baywood  Country  Club,"  listed  as 
"special  gift  fund." 

6.  An  amount  of  $32.85  "for  insurance."  No  detail. 

A  further  examination  disclosed  the  check  to  Roy  E.  Simpson  was 
returned  uncashed  and  a  memorandum  from  the  president  instructed 
a  new  check  in  the  amount  of  $25  to  be  drawii  in  favor  of  Glenn 
Kendall.  No  further  detail  appeared.  It  was  later  established  that  Glenn 
Kendall  is  President  of  Chico  State  College.  A  statement  was  obtained 
from  him  that  the  money  was  contributed  to  the  campaign  for  re- 
election of  Roy  E.  Simpson. 

In  pursuing  the  payment  to  the  Baywood  Country  Club  it  was  found 
that  in  August,  1957,  an  amount  of  $750  was  paid  to  the  club  out  of 
this  fund  with  a  check  signed  by  the  president  and  a  prior  check  in 
the  amount  of  $250  also  had  been  paid  out  of  the  trust  fund  to  the 
club  for  the  president,  the  total  being  for  a  club  membership  in  the 
president's  name. 

Over  a  year  later,  on  December  5,  1958,  a  memorandum  was  written 
by  the  president  covering  this  transaction  as  follows : 

It  has  come  to  my  attention  that  a  cash  gift  in  the  amount  of 
$1,467  was  received  in  July,  1957,  during  the  time  I  was  out  of  the 
Country  and  that  these  funds  were  placed  in  the  college  adminis- 
trative fund. 

The  donor.  Truck  Engineering,  Inc.,  discussed  this  gift  with  me 
in  the  previous  months  and  wished  that  the  funds  be  deposited  in 
a  nonprofit,  incorporated  organization. 

Therefore,  the  funds  should  have  been  deposited  in  the  HSC 
Improvement  Association  Fund.  The  donor  further  decided  that 
I  use  these  funds  for  the  president 's  benefit ;  more  particularly, 
for  a  membership  in  the  new  Baywood  Country  Club. 

Will  you  now  please  correct  the  record  accordingly  and  transfer 
the  remaining  balance  of  the  gift  to  the  HSC  Improvement  As- 
sociation Fund? 

Will  you  please  let  me  know  what  the  balance  is  ? 

Thank  you. 
CHS:sj 

The  books  disclose  that  the  sum  of  $301.25,  the  balance  of  the  amount 
referred  to  in  the  above  letter,  was  transferred  from  the  administrative 
fund  to  the  improvement  association  in  October,  1958,  so  that  all  trans- 
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actions  had  been  completed  before  tlie  December  5,  1958,  memorandum 
existed. 

The  examination  further  disclosed  that  checks  have  been  drawn  on 
the  administrative  fund  by  the  president  payable  to  himself.  Further, 
that  while  the  associated  students  account  is  a  trust  account,  all  of  the 
expenditures  both  from  the  administrative  fund  and  from  the  improve- 
ment association  fund  appear  to  be  made  solely  on  the  determination  of 
the  president. 

While  the  improvement  association  fund  was  not  subjected  to  the 
same  scrutiny  as  the  administrative  fund,  copies  of  memorandums  were 
obtained  indicating  disbursements  from  this  fund  were  made  on  the 
same  basis  as  from  the  administrative  fund.  One  such  memorandum 
instructs  the  business  office  to  draw  a  check  in  favor  of  the  Bella  Vista 
Inn,  a  local  night  club,  in  the  amount  of  $51.25  with  no  supporting 
documents  on  file. 

The  examination  also  disclosed  that  transfers  of  credits  between  the 
administrative  fund  and  the  improvement  association  were  made  solely 
on  the  instruction  of  the  president. 

During  the  examination  it  was  stated  that  the  administrative  fund 
was  maintained  for  the  purpose  of  taking  care  of  extracurricular  re- 
quirements for  which  no  state  appropriated  funds  can  be  expended. 
Listed  as  purposes  of  the  funds  were  such  things  as  dedication  cere- 
monies, assistance  to  students  hardship  cases,  flowers  for  funerals,  the 
football  training  table  and  such  things  as  the  president  determines. 

During  the  year  under  examination  no  expenditures  were  observed 
for  flowers  for  funerals,  football  training  table  or  student  hardship 
cases. 

It  was  also  stated  that  the  sources  of  the  money  were  donations  to  the 
college  by  private  individuals. 

The  sources  of  the  funds  could  not  be  determined  by  an  examination 
of  the  books  and  records  of  the  college.  All  amounts  credited  to  the 
administrative  account  during  the  period  September  1,  1957,  to  August 
31,  1958,  came  either  from  the  president,  his  personal  secretary,  or 
transfers  from  the  savings  accounts  maintained  for  both,  with  these 
exceptions : 

1.  $30  from  an  individual  noted  as  repavment. 

2.  $10  from  a  Wesley  Hill. 

3.  $500  from  the  Humane  Foundation. 

The  Humane  Foundation  is  an  association  in  which  Robert  Matthews, 
heretofore  described  as  a  member  of  the  Humboldt  State  College  Ad- 
visory Board,  is  is  a  director. 

Spot  checks  of  the  accounts  for  periods  other  than  the  year  under 
examination  disclosed  contributions  from  the  following: 

1.  April,  1957,  $50  from  A  and  E  Readimix  Corp. 

2.  August,  1957,  $100  from  Barrett  Construction  Co. 

3.  August,  1957,  $250  from  Glover  Construction  Co. 

4.  September,  1958,  $200  from  MacDonald,  Young  and  Nelson,  Inc. 

5.  October,  1958,  $50  from  A  and  E  Readimix  Corp. 

All  of  the  above  are  contractors  who  are  or  have  been  engaged  in 
construction  projects  at  Humboldt  State  College.   Three  of  the  four 
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firms  were  contacted.  Two  indicated  they  were  unwillino-  donors.  The 
third,  MacDonald,  Yonng  and  Nelson  indicated  they  had  not  only  given 
$200  but  were  committed  to  another  $800.  This  firm  holds  a  major  con- 
tract at  the  college. 

The  contractors  questioned  stated  they  had  been  solicited  by  the 
president  on  college  stationery.  Other  contractors  were  contacted  and 
it  appears  all  contractors  engaged  in  work  at  the  Humboldt  State  Col- 
lege were  subjected  to  solicitations  by  the  president.  Copies  of  letters 
sent  by  the  president  to  contractors  are  attached  as  exhibits  to  this 
report. 

A  check  of  principle  vendors  to  the  college  failed  to  disclose  a  simi- 
lar type  of  solicitation  on  the  part  of  the  president  although  it  was 
learned  that  at  least  some  of  them  have  been  solicited  for  scholarship 
donations. 

The  business  office  records  do  not  reflect  the  source  or  purposes  of 
many  of  the  donations  because  donations  are  made  both  in  cash  and  by 
check  directly  to  the  president.  He  then  deposits  money  with  the  busi- 
ness office  and  receives  a  personal  receipt  for  the  lump  amount.  No 
information  is  transmitted  by  him  to  the  business  office  as  to  the  specific 
sources  or  purposes  of  such  donations.  For  these  reasons,  it  was  not 
possible  to  verify  either  the  amounts  or  purposes  of  funds  in  the  trust 
funds  in  the  custody  of  the  business  office,  as  to  either  the  administra- 
tive account  or  the  Humboldt  Improvement  Association  Account.  For 
the  same  reasons  it  would  be  impossible  for  any  donor  to  make  sure 
that  his  donation  was  deposited  or  that  it  is  used  for  the  purpose  he 
designated. 

Despite  the  fact  that  the  college  maintains  seven  separate  commercial 
accounts,  each  speeificall.y  identified,  and  each  having  a  special  endorse- 
ment stamp,  diversions  and  conversions  of  funds  have  taken  place. 
Checks  received  by  the  college  intended  for  the  associated  student  or 
the  improvement  association  accounts  but  simply  made  out  "Humboldt 
State  College ' '  have  not  been  returned  to  the  maker  for  proper  address- 
ing but  have  been  arbitrarily  deposited  to  whichever  account  either  the 
president  or  some  other  individual  decided.  Even  when  checks  have 
been  made  out  to  one  fund  or  another  diversions  to  another  account 
have  occurred  both  before  and  after  the  deposit. 

In  contrast  the  business  manager  at  Sacramento  State  carefully  ex- 
plained how  no  checks  are  accepted  unless  written  to  the  proper  account 
because  "I  don't  want  to  be  charged  with  diversions  of  funds." 

The  same  meticulous  observance  of  check  deposits  appears  to  be  fol- 
lowed at  the  other  colleges  examined. 

Each  of  the  colleges  are  staffed  with  a  business  office  in  charge  of  a 
business  manager,  assisted  by  an  accounting  officer,  cashier,  bookkeeper 
and  other  accounting  personnel.  Despite  this  the  president  of  Humboldt 
personalty  engages  in  soliciting  funds,  receiving  cash  and  checks,  and 
disbursing  checks,  some  written  to  him  by  himself. 

While  verification  of  donations,  sources,  amounts  and  purposes  was 
not  possible,  investigation  did  uncover  one  check  made  payable  to  the 
Humboldt  State  College  which  did  not  go  through  the  normal  pro- 
cedures of  being  deposited  with  the  business  office  and  thereafter  en- 
dorsed with  the  official  stamp  for  deposit  in  the  bank  records  obtained 
under  subpoena  disclosed  this  check  was  deposited  to  the  personal  ac- 
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count  of  the  president.  In  attempting  to  determine  for  what  purpose 
this  check  had  been  intended  it  was  found  that  the  maker  was  reported 
to  be  an  aged  individual  who  suffers  from  lapse  of  memory  and  had  no 
recollection  of  the  check  or  its  purpose. 

Inquiries  into  the  reputation  of  the  president  within  the  community 
disclosed  that  an  action  was  filed  in  November  of  1957,  in  the  Superior 
Court,  Humboldt  County,  seeking  recovery  of  usurious  interest  together 
with  treble  damages.  The  suit  was  dropped  four  days  after  filing,  re- 
portedly after  settlement  by  the  president  for  $25,000  almost  the  full 
amount  sought  in  the  suit.  The  complaint  No.  34155  sought  treble  the 
sum  of  $9,879.81  or  a  total  of  $29,639.43. 

Attached  to  this  report  as  exhibits  are  the  following : 

Exhibit  No.  1.  Letter  from  Dr.  Siemens  to  A  and  E  Readimix, 
dated  October  15,  1958.  Copy  of  letter  from  A  and  E  to  Dr. 
Siemens,  October  16,  1958.  Letter  to  A  and  E  from  Dr.  Siemens, 
October  29,  1958. 

Exhibit  No.  2.  Letter  from  Dr.  Siemens  to  A  and  E  Readimix, 
dated  March  22,  1957. 

Copy  of  letter  from  A  and  E  to  Dr.  Siemens,  April  22,  1957. 

Exhibit  No.  3.  Copy  of  letter  from  Dr.  Siemens  to  Chas.  J.  Chand- 
ler, September  29,  1958. 

Exhibit  No.  4.  Letter  from  Dr.  Kendall  explaining  purpose  of  $25 
check  received  from  Dr.  Siemens. 

SACRAMENTO  STATE  COLLEGE 

Associated  Students:  Receipts  are  from  student  body  fees,  gate 
receipts  and  admissions  from  student  activities,  student  newspaper, 
class  and  campus  club  deposits.  Disbursements  are  for  student  activi- 
ties, newspaper  operations  and  class  and  club  vouchers,  and  salaries. 

Hornet  Foundation:  Receipts  from  bookstore  sales,  and  cafeteria 
operations.  Disbursements  for  supplies,  equipment  and  salaries  in  con- 
nection with  bookstore  and  cafeteria  operations,  and  transfer  of  profits 
to  Associated  Students. 

Hornet  Inc.  Shop:  Receipts  from  sales  of  services  which  are  those 
of  a  duplicating  shop.  Disbursements  for  supplies,  equipment  and  sal- 
aries in  connection  with  the  duplicating  shop  operations. 

Sacramento  State  College  Foundation:  Receipts  from  gifts,  dona- 
tions, loan  repayments,  and  grants  for  specific  projects.  Disbursements 
for  salaries  in  connection  with  projects,  loans  and  scholarships. 

Each  of  these  accounts  is  maintained  by  the  college  business  office, 
and  as  in  the  case  of  Humboldt,  one  employee  in  the  office  is  paid  from 
Associated  Students  funds. 

The  examination  centered  around  the  Sacramento  State  College 
Foundation  account  which  on  September  30,  1958,  reflected  a  cash  bal- 
ance of  $29,793.74.  This  fund  contains  various  donations  and  grants  for 
specific  projects,  each  kept  separately  and  all  records  of  donations  re- 
flect the  sources  and  purposes. 

Included  among  the  donations  is  an  amount  from  a  local  philan- 
thropist given  for  several  specifically  enumerated  purposes.  Included 
among  the  purposes  is  the  ' '  president 's  public  relations  fund. ' ' 
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All  disbursements  from  the  president's  public  relations  fund  are 
made  by  the  business  office  with  adequate  supporting-  documents.  No 
disbursements  had  been  made  to  the  president.  The  expenditures  from 
the  account  were  small  and  chiefly  for  such  things  as  a  reception  or 
luncheon  or  dinner  with  bills  from  the  cafeteria  and  cheeks  made  to 
the  cafeteria  account. 

Among  the  expenditures  noted  were : 

1.  Luncheon  for  State  Board  of  Education  members. 

2.  Dues  totaling  $60  per  year  for  the  president's  Kotary  Club  mem- 
bership. 

3.  Dues  totaling  to  $40  per  year  for  the  college  membership  in  the 
Sacramento  Chamber  of  Commerce. 

During  the  course  of  the  examination  it  was  learned  that  $500  had 
been  expended  from  the  profits  of  the  bookstore  and  cafeteria  operated 
by  the  Hornet  Foundation,  as  a  donation  for  the  support  of  Proposi- 
tion No.  3,  which  appeared  on  the  ballot  at  the  1958  general  election. 

SAN  FRANCISCO  STATE  COLLEGE 

Associated  Students:  Receipts  from  gate  and  admissions,  and  stu- 
dent newspaper.  Disbursements  for  student  activities,  newspaper 
operations  and  salaries.  Disbursements  also  include  allocations  to  the 
president's  public  relations  account. 

San  Francisco  State  Foundation:  Receipts  from  cafeteria  and  book- 
store sales.  Disbursements  for  supplies,  equipment  and  salaries  in  con- 
nection with  operation  of  bookstore  and  cafeteria,  and  transfer  of  profits 
to  Associated  Students. 

Frederic  Burk  Founda^tion:  Receipts  from  donations,  gifts,  bequests 
and  federal  and  private  grants  for  specific  projects,  and  repayment  of 
loans.  Disbursements  for  specific  projects,  loans,  scholarships  and  for 
the  president 's  public  relations. 

In  the  case  of  the  Associated  Student  account,  this  is  maintained  by 
the  graduate  manager's  office,  the  employees  of  which  are  not  paid  by 
the  State.  The  San  Francisco  State  Foundation  and  the  Frederic  Burk 
Foundation  accounts  are  maintained  in  the  foundation  manager's  office 
by  the  nonstate  employees. 

The  examination  of  the  San  Francisco  State  College  accounts  was 
centered  around  the  Frederic  Burk  Foundation  which  is  governed  by 
seven  members  composed  of  five  citizens,  the  college  president  and  the 
business  manager. 

The  foundation  accounts  are  audited  by  a  private  CPA  who  on  Sep- 
tember 30,  1958,  listed  the  assets  at  $288,"l83. 89.  The  foundation  main- 
tains and  operates  a  summer  camp  as  an  instructional  project  and  also 
operates  the  elementary  school  hot  lunch  program. 

Within  the  accounts  of  the  foundation  is  carried  a  public  relations 
account  the  disbursements  from  which  are  made  on  memorandum  from 
the  president,  and  mostly  without  satisfactory  supporting  documents. 

The  source  of  funds  for  this  account  are  donations  from  the  Associ- 
ated Student  Bodj-  which  during  the  Fiscal  Year  1957-58  contributed 
$1,250  to  this  Public  Relations  Fund. 

Disbursements  for  the  period  February  7,  1958,  to  September  25, 
1958,  totaled  $915.05  of  which  $484.54  was  paid  directly  to  the  presi- 
dent. Of  the  money  paid  to  the  president  most  was  paid  on  the  basis 
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of  a  simple  memorandum  claim  from  the  president  stating  "public 
relations. ' ' 

Apparently  the  business  office  of  the  foundation  has  attempted  to 
call  to  the  attention  of  the  president  the  need  for  better  substantiation 
of  expenditures  to  the  extent  of  having  notified  him  by  memorandum  of 
this  problem. 

It  was  also  learned  that  on  advice  of  counsel  the  foundation  board 
refused  to  vote  moneys  for  the  support  of  Proposition  No.  3.  Excerpts 
from  that  opinion  v^^hich  holds  that  tax  exemptions  for  foundation 
money  would  be  jeopardized  are  attached  as  Exhibit  No.  5. 

It  was  also  learned  that  on  May  2,  1958,  an  inaugural  ceremony  was 
held  for  Dr.  Dumke,  the  new  president,  and  that  in  connection  with 
this  inaugural,  solicitations  for  funds  were  made  which  resulted  in  the 
collection  of  $3,735  from  local  sources,  many  of  them  suppliers  or 
potential  suppliers  to  the  college. 

The  solicitations  were  made  on  college  stationery  which  listed  the 
advisory  board  members  and  was  signed  by  the  vice  president  of  the 
college  and  the  chairman  of  the  advisory  board. 

A  copy  of  the  letter  and  a  list  of  the  donors  are  attached  as  Exhibit 
No.  6. 

CHICO  STATE  COLLEGE 

Associated  Students:  Receipts  from  bookstore  and  cafeteria  opera- 
tions. Disbursements  for  supplies,  equipment  and  salaries. 

Chico  State  College  Foundation:  Donations,  gifts,  and  grants  for 
specific  projects.  Disbursements  for  loans,  scholarships  and  projects. 

The  foundation  fund  is  managed  by  the  college  business  office  while 
the  As.sociated  Student  account  is  maintained  by  the  graduate  manager. 

An  examination  of  the  accounts  at  this  college  disclosed  no  expendi- 
tures without  supporting  documents  and  no  fund  similar  to  the  ' '  public 
relations  fund"  found  at  any  of  the  previous  three  colleges  examined. 

In  connection  with  the  football  training  table  it  was  learned  a  local 
"boosters"  club  composed  of  citizens  unconnected  with  the  college 
administration  provided  for  assistance  to  the  football  team. 

Expenses  in  connection  with  dedication  ceremonies  were  viewed  as 
legitimate  expenditures  of  State-appropriated  funds.  These  would  cover 
the  printing  of  a  program  and  a  fee  for  a  lecturer,  if  used. 

Other  activities  covered  by  the  so-called  "administrative"  or  "public 
relations  funds"  at  Humboldt  were  either  paid  for  personally  by  the 
president  or  through  collections  from  the  faculty  members,  or  did 
not  exist. 

An  expenditure  from  the  Associated  Student  Body  fund  was  made 
in  the  amount  of  $100  for  support  of  Proposition  No.  3. 

FRESNO  STATE  COLLEGE 

Fresno  State  College  Association:  Receipts  from  bookstore,  cafe- 
teria, and  student  activities.  Disbursements  for  supplies,  student  activi- 
ties and  salaries  of  nonstate  employees. 

Fresno  State  College  Foundation:  Receipts  are  donations,  gifts  and 
bequests  and  rent  on  home  furnished  college  president.  Disbursements 
are  for  scholarships,  loans,  research  projects  and  for  public  relations 
of  the  president,  and  salaries  of  nonstate  employees. 
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Fresno  State  College  Agricultural  Foundation:  Receipts  are  dona- 
tions and  repayment  of  loans.  Disbursements  are  for  salaries  of  nonstate 
employees  loans  to  students  for  agricultural  projects,  scholarships,  and 
supplies. 

All  activities  are  under  the  management  of  the  Director  of  Related 
Educational  Activities  whose  state  budgeted  salary  is  $9,813  as  "Man- 
ager of  Auxiliary  Organization."  He  is  under  the  supervision  of  the 
college  president.  He  is  also  the  executive  of  the  various  boards  govern- 
ing these  organizations. 

These  funds  are  the  largest  of  any  of  the  colleges  examined  and  sub- 
stantial checking  and  savings  accounts  are  maintained.  The  size  of  the 
commercial  deposits  appear  to  average  $200,000  for  the  year  examined 
and  are  worth  about  $5,000  annually  to  the  bank. 

Generally  the  records  and  accounts  of  the  special  funds  appeared  in 
proper  order.  Within  the  Fresno  State  College  Foundation  are  accounts 
known  as  the  administration  account,  president's  home  account,  and 
public  relations  account. 

The  Fresno  State  College  Foundation  and  the  Fresno  State  College 
Agricultural  Foundation  are  incorporated  as  nonprofit  corporations. 
The  president  of  the  college  is  a  governor  of  both. 

The  Fresno  State  College  Foundation  Corporation  was  suspended  by 
the  Franchise  Tax  Board,  January  25,  1955,  for  failure  to  file  required 
loyalty  statements. 

The  primary  purposes,  as  provided  in  the  articles  of  both,  are  that 
they  shall  be  operated  "exclusively  for  educational,  charitable  and 
scientific  purposes."  The  articles  follow  the  standard  articles  found  in 
any  corporation  with  respect  to  acceptance  of  gifts,  buying  and  selling, 
investing,  borrowing  and  contracting. 

The  articles  of  both  contain  specific  prohibitions  against  attempting 
to  influence  legislation,  and  specific  prohibitions  against  lending  " — any 
part  of  its  income  or  corpus  without  the  receipt  of  adequate  security 
and  a  reasonable  rate  of  i7iterest."  In  addition  the  articles  of  the  agri- 
cultural association  contains  a  specific  prohibition  against  engaging 
" — in  any  other  transaction  w^hich  results  in  a  substantial  diversion  of 
its  income  or  corpus  to ;  a  person  who  is  a  member  or  governor  of  the 
corporation ; ' ' 

Foundation  funds  in  the  amount  of  $500  were  advanced  for  support 
of  Proposition  No.  3. 

The  Agricultural  Foundation  loaned  to  the  State  College  Foundation 
money  to  build  a  residence  for  the  president.  The  home,  on  property 
acquired  by  the  college  foundation,  cost  $57,964  for  land  and  con- 
struction. No  payments  of  interest  or  capital  have  been  made. 

The  president  pays  $100  per  month  rent  to  the  college  foundation. 
The  college  foundation  in  turn  appropriates  to  the  president's  home 
account  $600  per  year,  $500  of  which  is  for  entertainment  expenses,  in 
the  home  and  the  balance  for  entertainment  expenses  on  the  campus. 

A  1958  year  end  financial  statement  on  the  home  lists  insurance  at 
$266.48  and  utilities  at  $629.67  with  no  expense  for  depreciation,  main- 
tenance, interest  or  loan  repayment.  No  taxes  are  paid  on  the  property. 

Also  listed  is  an  additional  capital  investment  of  $476  for  installation 
of  fence  the  money  being  provided  from  the  college  foundation,  admin- 
istration account. 
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The  college  foundation  has  assets  totalino-  $428,184.35  and  the  1958 
year  end  statement  shows  $95,566.07  on  deposit  in  savings  accounts. 
Paralleling  the  savings  accounts  were  credits  to  the  administration 
account  totaling  $3,016.09,  apparently  the  interest  on  the  savings.  Other 
transfers  to  the  administration  account  from  research  and  scholarship 
trusts  in  the  college  foundation  were  noted.  The  Controller  of  the 
foundation  explained  these  represented  an  annual  5  percent  "admin- 
istrative charge"  against  the  trust  accounts.  The  examination  disclosed 
that  in  each  of  the  three  years  reflected  on  the  statements  scrutinized, 
transfers  from  the  administrative  account  to  the  president's  home 
account  have  been  made  to  offset  the  deficits. 

In  connection  with  a  dedication  ceremony  held  May  5  to  May  9,  1958, 
the  president  sent  letters  on  college  stationery  to  contractors  and  others 
soliciting  funds  to  raise  $10,000  for  the  dedication.  The  letters,  financial 
statement,  and  list  of  donors  are  attached  as  Exhibit  No.  7. 


CONCLUSIONS 

Based  on  the  findings  of  fact  herein  reported  the  committee  makes 
the  following  general  conclusions : 

1.  The  so-called  special  fund  organizations,  such  as  the  foundations 
and  associations  maintained  at  each  of  the  five  colleges  examined,  oper- 
ate on  state  property,  using  state  facilities  and,  to  various  degrees, 
involve  the  time  of  state  officials  and  employees.  No  rent  is  paid  for  the 
buildings  and  the  adequacy  of  reimbursement,  where  made,  for  other 
services  provided  by  the  State  is  debatable.  In  the  case  of  the  student 
association  profits  from  bookstores  and  cafeterias,  it  would  seem  as 
long  as  the  operations  are  on-campus  using  state  property,  the  use  of 
profits  is  properly  subject  to  state  supervision.  In  the  case  of  the  other 
special  trusts,  where  the  name  of  the  State,  the  college,  or  a  combina- 
tion of  both  is  used,  or  where  college  officials  participate  or  a  com- 
bination of  these  factors  occur,  it  would  seem  clear  that  the  State  has 
a  direct  responsibility  to  see  that  all  transactions  are  consistent  with 
good  public  policy. 

2.  A  state  college  president's  position  is  no  different  from  that  of 
any  other  public  official.  All  public  officials  have  certain  social  obliga- 
tions for  which  the  State  provides  no  funds.  To  use  that  as  an  excuse 
to  solicit  donations  or  to  accept  gifts  of  money  for  the  personal  benefit 
of  the  official  is  not  in  keeping  with  good  public  policy  and  cannot  be 
condoned. 

3.  The  solicitation  of  contractors  engaged  in  college  construction 
activities  by  college  officials  seems  improper  to  the  degree  of  wrongful 
activity.  While  major  contracts  are  let  by  the  Department  of  Public 
Works,  a  college  official  holds  power  over  the  conduct  of  the  contractor, 
his  employees,  equipment  and  material  on-campus  and  over  final  ac- 
ceptance of  the  building.  Also,  contractors  often  engage  in  work 
directly  with  the  college  when  the  expense  is  below  that  made  subject 
by  law  to  bids. 

4.  Diversions  of  trust  or  student  association  moneys  have  occurred 
at  each  of  the  five  colleges  examined. 

5.  The  use  of  educational  trust  or  student  association  funds  for  sup- 
port of  political  propositions  would  seem  both  improper  and  in  conflict 
with  tax  laws. 

6.  The  use  of  educational  trust  or  student  association  funds  for  the 
support  of  a  political  candidate  is  unquestionably  improper. 

7.  The  establishment  of  loan  and  scholarship  trust  funds  outside  of 
the  regular  state  accounts  for  college  trust  funds  leaves  such  moneys 
without  the  protection  provided  by  the  State  for  moneys  donated  for 
such  purposes. 

Additionally,  based  on  findings  of  fact  at  specific  colleges,  the  com- 
mittee concludes : 

1.  The  acceptance  of  donations  directly  by  the  Humboldt  president 
with  no  accountability  as  to  the  amounts,  sources  or  purposes  for  which 
they  were  made  is,  at  best,  extremely  poor  judgement  on  the  part  of 
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the  president.  The  State  provides  each  of  the  colleges  with  a  business 
manager,  accounting  officer,  cashier,  bookkeeper  and  other  accounting 
personnel  leaving  no  necessity  for  the  president  to  personally  handle 
funds. 

2.  There  has  been  self-dealing  by  the  Humboldt  president  in  funds 
in  which  he  had  a  fiduciary  relationship. 

3.  The  Humboldt  president  converted  at  least  one  check  made  pay- 
able to  "Humboldt  State  College"  to  his  own  personal  bank  account. 

4.  Engagement  by  the  Humboldt  president  in  loan  operations  with 
faculty  members  and  employees  seems  highly  improper  conduct  on 
his  part.  When  such  loan  activities  extend  into  the  community  and 
result  in  a  suit  charging  usury,  his  fitness  to  continue  as  president  is 
subject  to  challenge. 

5.  The  handling  of  trust  moneys  at  Humboldt  and  San  Francisco  is 
extremely  loose  and  inconsistent  with  good  accounting  practices. 

6.  The  acceptance  of  donations  by  the  San  Francisco  president  from 
the  Associated  Students,  derived  from  profits  on  cafeteria  and  book- 
store operations,  for  expenditures  from  which  he  obtains  a  personal 
benefit  seems  most  improper.  As  president  he  exercises  supervisorial 
control  over  the  students  and  holds  additional  powers  over  their  abilities 
to  achieve  educational  success. 

7.  There  have  been  personal  benefits  to  the  presidents  of  Humboldt, 
San  Francisco  and  Fresno  colleges  derived  from  trust  money  intended 
for  educational  and  charitable  purposes. 

8.  The  expenditures  of  educational  trust  moneys  for  personal  mem- 
berships in  clubs  by  the  Humboldt  and  Sacramento  presidents  raises 
the  questions  of  necessity  and  propriety. 

9.  The  expenditure  of  educational  trust  money  by  Sacramento  for 
membership  in  the  chamber  of  commerce  seems  unnecessary. 


RECOMMENDATIONS 

The  committee  recommends  as  follows  : 

1.  The  solicitation  of  funds  or  acceptance  of  money  by  the  college 
presidents  or  other  college  officials  should  be  prohibited. 

2.  The  acceptance  of  donations  for  scholarships,  loans  or  other  pur- 
poses by  college  officials  should  be  permitted  only  in  a  manner  pro- 
vided by  law  and  these  funds  should  be  subject  to  audit  by  the  Depart- 
ment of  Finance. 

3.  Neither  the  presidents  nor  any  other  college  officials  should  be 
members  of  the  governing  boards  of  "booster"  or  alumni  associations 
associated  with  the  college. 

4.  Neither  the  president  nor  any  other  college  official  should  be  a 
member  of  the  governing  boards  of  student  associations.  Such  persons 
should,  however,  act  as  advisors. 

5.  No  individual,  other  tlian  students  through  loans  and  scholarships 
or  research  projects,  should  benefit  from  nonprofit  corporations  estab- 
lished at  the  colleges  for  educational,  charitable  and  scientific  purposes. 
No  such  trust  funds  should  be  expended  for  any  purpose  other  than 
student  loans  or  scholarships,  research  projects  or  salaries  and  ex- 
penses directly  connected  with  such  purposes. 

6.  The  State  Board  of  Education  should  review  the  structure  and 
operations  of  existing  nonprofit  corporations,  and  student  associations 
at  the  colleges,  and  adopt  rules  and  regulations  to  assure  the  operations 
will  be  consistent  with  good  public  policy. 

7.  The  Department  of  Finance  should  make  complete  audits  of  all 
college  nonprofit  corporations  and  student  associations  and  report  its 
finding  to  the  State  Board  of  Education  together  with  recommenda- 
tions for  corrective  actions  where  necessary. 

8.  Contributions  from  educational  trust  and  associated  student 
funds,  to  political  campaigns  should  be  prohibited. 

9.  The  Humboldt  President's  activities  including  conversion  and 
diversions  of  Humboldt  State  College  trust  money,  the  solicitation  of 
contractors,  the  loose  accounting  and  personal  usage  of  trust  moneys, 
the  personal  dealings  in  loans  at  usurious  rates,  and  the  use  of  educa- 
tional trust  moneys  for  political  campaigns,  should  be  thoroughly  re- 
viewed by  the  State  Board  of  Education. 
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exhibit  no.  1 

Humboldt  State  College 
Arcata,  California 

OFFICE  OF  THE  PRESIDENT 

March  22,  1957 
Mr.  J.  J.  0  'Neill,  Arcata  Ready-Mix 
Arcata,  California 

Dear  Mr.  0  'Neill  :  In  accordance  with  our  telephone  conversation 
this  mornino-,  I  want  to  thank  you  for  your  willingness  to  contribute 
$100  to  our  fund  for  the  dedication  of  our  new  buildino-s.  The  check 
should  be  made  out  to  Humboldt  State  College  and  sent  directly  to  my 
office  within  the  next  month. 

We  are  receiving  excellent  co-operation  from  the  various  contractors 
and  you  will  be  invited  to  participate  in  what  we  hope  will  be  a  first- 
class  dedication  celebration. 

Sincerely  yours, 

(Signed) 

Cornelius  H.  Siemens,  President 


April  22,  1957 


CHS:s3 

Humboldt  State  College 
Arcata,  California 

Attn  :     Cornelius  H.  Siemens 

Gentlemen  :  Due  to  the  slack  in  business  in  the  past  60  days  and 
collections  being  very  slow,  we  ask  that  the  $50  we  contributed  on 
April  12,  1957,  be  our  share  for  the  dedication  of  the  new  buildings, 
iiLstead  of  the  $100  that  we  talked  about. 

Sincerely  yours, 

A  &  E  Readimix  Corporation 

P.  0.  Box  428 

Arcata,  California 


EXHIBIT    NO.   2 


Office  of  the  President 


HUMBOLDT  STATE  COLLEGE 
Arcata,  California,  October  15,  1958 


Mr.  a.  J.  O'Neill 

A.  &  E.  Readimix  Corporation 
Highway  299,  Arcata,  Calif or7iia 

Dear  Mr.  O'Neill:  Please  let  this  be  a  reminder  of  our  telephone 
conversation  last  week  concerning  a  contribution  we  should  like  to  have 
to  assist  us  in  our  program  of  obtaining  more  buildings  and  for  the 
dedication  we  will  be  having  next  spring  of  those  now  under  construc- 
tion. For  the  nine  buildings  which  will  be  under  construction  this  year 
and  to  pass  the  bond  issue  in  November  which  approves  an  additional 
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ten  million  dollars  of  construction  at  HSC,  we  will  need  a  budget  of 
$5,000. 

May  I  put  you  down  for  $150 :  Also  may  I  ask  that  your  check  for 
$50  be  sent  in  now  because  of  the  urgency  of  pushing  Proposition  3  on 
the  November  ballot.  If  this  measure  should  fail,  our  building  program 
would  come  to  almost  an  abrupt  halt^ — and  none  of  us  want  this  to 
happen. 

Your  support  in  this  important  matter  for  which  we  must  look  to 
the  contractors  and  local  vendors  for  backing  will  be  greatly  ap- 
preciated, Mr.  0  'Neill,  and  I  know  that  you  will  want  to  do  your  part. 

May  I  hear  from  you  soon,  please. 

Sincerely  yours, 

(Signed)  Cornelius  H.  Siemens,  President 


October  16,  1958 
Humholdt  State  College 
Office  of  the  President 
Areata,  California 

Dear  Mr.  Siemens  :  We  are  enclosing  our  check  for  $50  in  response 
to  your  letter  of  October  15th.  We  cannot  promise  to  send  $150  as  you 
suggested  but  we  will  do  the  very  best  we  can. 

Yours  truly, 

A  &  E  Keadimix  Corporation 

By  J.  J.  O'Neill,  President 


HUMBOLDT  STATE  COLLEGE 
Arcata,  California,  October  29,  1958 
Office  of  the  President 

Mr.  J.  J.  O'Neill,  President 
A.  &  E.  Eeadimix  Corporation 
P.O.  Bo.r  428,  Arcata,  California 

Dear  Mr.  O'Neill:  Thank  you  very  much  for  your  $50  contribu- 
tion to  assist  in  the  ' '  push ' '  for  the  construction  bond  issue.  Proposition 
3. 

We  are  planning  an  ambitious  program  to  publicize  the  completion 
of  the  new  buildings  which  may  likely  take  the  shape  of  a  campus  de- 
dication for  those  now  under  construction  and  will  include  the  three 
buildings  yet  to  go  out  this  fall.  We  hope  to  be  able  to  count  on  the 
additional  $150  from  you  in  order  to  do  this  job  right  and  I  am  con- 
fident that  you  will  want  to  do  your  part.  Some  of  the  others  have 
already  pledged  their  full  quota. 

Sincerely  yours, 

(Signed)  Cornelius  H.  Siemens,  President 
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exhibit  no.  3 

Humboldt  State  College 
Arcata,  California,  September  29,  1958 

OFFICE  OF  THE  PRESIDENT 

Mr.  Charles  J.  Chandler 

City  Wholesale  Plumbing  Division 

2255  Myrtle  Avenue,  Eureka,  California 

Dear  Mr.  Chandler:  You  will  recall  that  I  met  you  in  my  office 
several  months  ago  when  j'ou  began  the  contract  on  the  Speech- Arts 
Building. 

I  am  writing  now  to  ask  your  co-operation  in  a  matter  that  we  have 
had  our  contractors  assist  us  with  for  a  number  of  years.  There  are  a 
number  of  activities  in  connection  with  the  financing,  construction,  and 
opening  of  new  buildings  for  which  we  receive  no  funds  in  our  regular 
budgets.  I  refer  specifically  to  "lobbying"  passing  of  bond  issues  like 
the  $200,000,000  construction  Proposition  3  on  the  November  ballot  and 
the  public  dedications  of  our  buildings.  These  all  require  considerable 
money  in  addition  to  our  efforts.  For  the  next  year,  we  anticipate  a 
budget  for  these  activities  of  about  $5,000  and  are  looking  to  the  con- 
tractors for  about  one-half  of  it. 

Because  of  the  extent  of  the  contract  you  have  on  this  project,  would 
you  be  willing  to  put  us  down  for  $150  for  this  important  part  of  the 
job  ?  We  know  that  if  Proposition  3  fails,  college  construction  will  stop 
for  several  years. 

Some  of  the  other  contractors  have  already  made  contributions  and 
I  hope  I  can  count  on  you.  Would  it  be  possible  for  you  to  send  me  $75 
at  the  present  time  and  the  other  $75  some  time  in  spring?  Please 
make  out  the  check  to  Humboldt  State  College  and  send  it  directly  to 
my  office. 

Your  co-operation  will  be  greatly  appreciated  and,  of  course,  proper 
credit  lines  will  be  included  in  the  programs  and  brochures  about  the 
buildings. 

Sincerely  yours, 

(Signed)  Cornelius  H.  Siemens,  President 

P.  S.  If  you  would  like  to  discuss  this  matter  with  me,  I  would  be 
very  pleased  to  have  you  call  at  my  office  at  any  time. 
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Chico  State  College 
Chico,  California,  December  31,  1958 
Mr.  Earl  G.  Waters 

Executive  Officer,  Senate  Special  Committee 
on  Governmental  Administration 
State  Capitol,  Sacramento  14,  California 

Dear  Mr.  Waters:  This  letter  is  in  response  to  your  telephone  con- 
versation with  me  yesterday  afternoon  in  which  you  requested  that  I 
check  my  records  to  determine  receipt  of  a  check  from  Dr.  Cornelius 
H.  Siemens  of  Humboldt  State  College.  I  have  done  so.  Our  records 
indicate  that  we  did  receive  a  check  for  $25  from  him. 
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Sometime  before  that  check  was  received  the  presidents,  in  one  of 
our  regular  meetings,  talked  among  themselves  and  found  that  some 
of  us  wanted  to  make  a  small  contribution  toward  the  cost  of  materials 
for  publicizing  the  campaign  of  Dr.  Simpson.  It  was  felt  that  it  was 
better  to  send  one  general  amount  rather  than  individual  contributions. 
I  was  asked  to  receive  any  amounts  which  the  presidents  individually 
wished  to  send,  and  to  turn  them  in  as  one  contribution.  This  was  done. 

Sincerely, 
(Signed)  Glenn  Kendall,  President  of  the  College 

EXHIBIT   NO.   5 

Excerpts  From  Opinion  on  Frederic  Burk  Foundation  Expenditures 
Rendered  by  Neil  J.  Christal,  Attorney  at  Law 

Exemption  will  be  lost  for  dissemination  of  propaganda  not  within 
the  scope  of  the  purpose  of  the  corporation  as  religious  or  charitable 
(Rev  Rule  55-231,  1955-1  CB  72).  To  be  within  the  tax  exemption  there 
must  be  a  finding  that  the  activity  is  within  the  realm  of  aiding  both 
the  organized  purpose  of  the  corporation  and  it  is  being  operated  for 
an  educational  purpose,  Forest  Press  Inc.,  22TC265. 

However,  the  dividing  line  between  propaganda  outside  the  purpose 
or  of  attempting  to  influence  legislation  by  propaganda  or  otherwise, 
depends  upon  the  particular  facts  and  circumstances  in  each  situation ; 
incidental  advocacy  of  legislation  will  not  operate  to  deny  exemption. 
Thus,  for  example,  if  substantially  all  the  activities  of  an  otherwise 
exempt  educational  organization  are  devoted  to  its  exempt  purpose  the 
incidental  publication  of  books,  or  the  giving  of  lectures  which  advo- 
cate or  oppose  an  issue  which  is  or  may  be  the  presentation  of  a  prin- 
ciple, idea  or  belief  the  public  support  of  which  might  ultimately  re- 
sult in  legislation,  will  not  of  itself  require  denial  of  exemption.  How- 
ever, the  exemption  will  be  lost  if  it  represents  a  substantial  part  of  the 
activities  of  an  organization  or  presents  but  one  side  of  an  issue  and 
advocates  legislation  thereon,  or  solicitation  of  the  votes  of  legislators 
or  the  presentation  at  political  conventions  of  issues  on  which  legisla- 
tion is  sought. 

exhibit  no.  6 

San  Francisco  State  College 

San  Francisco  27,  California 

As  you  have  probably  read  in  the  press.  Dr.  Glenn  S.  Dumke  suc- 
ceeded Dr.  J.  Paul  Leonard  as  President  of  San  Francisco  State  College 
in  August,  1957.  The  college  is  planning  to  hold  an  inauguration  for 
President  Dumke  on  May  2,  1958.  An  inaugural  ceremony  is  expected 
of  an  institution  of  the  size  and  stature  of  San  Francisco  State  College, 
and  it  is  hoped  that  a  simple  but  dignified  function  can  be  held  which 
will  be  worthy  of  the  institution  and  of  the  San  Francisco  and  Bay  area 
community.  Such  a  ceremony  will  bring  to  the  city  representatives  of 
more  than  200  colleges  and  universities.  San  Francisco  State  College  is 
the  largest  institution  of  higher  learning  in  the  City  of  San  Francisco, 
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is  known  throng-hout  the  Conntry,  and  provides  the  community  with  a 
multimillion  dollar  payroll  annually. 

Under  present  budget  restrictions  of  the  State  of  California,  it  is 
not  possible  for  the  college  to  absorb  the  costs  of  such  a  ceremony  from 
its  appropriated  funds.  A  college  committee  of  faculty,  administration 
and  advisory  board  has  done  some  very  careful  planning,  and  it  is  esti- 
mated that  the  cost  of  such  an  event  will  recjuire  a  minimum  of  $5,000. 
The  enclosed  statement  explains  the  nature  of  these  costs. 

It  should  be  noted  that  such  an  event  occurs  very  infrequently,  as 
the  college  in  its  58  years  of  existence  has  had  only  five  presidents 
previous  to  Dr.  Dumke.  Excellent  community  financial  support  has  been 
given  to  state  colleges  in  other  California  communities  on  the  occasion 
of  the  inauguration  of  a  new  president.  We  are  writing  to  San  Fran- 
ciscans who  we  know  have  an  interest  in  higher  education,  and  we  sin- 
cerely hope  that  you  or  your  organization  will  find  it  possible  to  consider 
contributing  to  an  inauguration  fund.  Any  contributions  should  be 
made  payable  to  the  Frederic  Burk  Foundation  for  Education  and  will 
be  deductible  for  income  tax  purposes.  A  representative  of  the  college 
will  be  happy  to  call  on  you  if  you  wish  to  discuss  this  personally.  Cor- 
respondence should  be  directed  to  Leo  F.  Cain,  Vice  President  of  San 
Francisco  State  College. 

Your  consideration  will  be  deeply  appreciated. 

Sincerely  yours, 

Leo  F.  Cain,  Vice  President 

Albert  C.  Wollenberg,  Chairman,  Advisory  Board 


Receipt 

Date 

No. 

1/10/58 

7937 

1/16/58 

8000 

1/14/58 

7963 

2/  4/58 

8121 

1/23/58 

8063 

1/16/58 

8001 

1/23/58 

8062 

1/20/58 

8030 

1/31/58 

8103 

1/10/58 

7939 

3/  5/58 

8625 

1/  9/58 

7925 

3/11/58 

8737 

1/10/58 

7933 

1/13/58 

7943 

1/31/58 

8102 

1/10/58 

7931 

1/13/58 

7944 

1/13/58 

7945 

1/15/58 

7974 

1/14/58 

7959 

1/13/58 

7946 

1/10/58 

7932 

1/16/58 

8002 

Feederic  Burk  Foxindation  for  Education 

1600  Holloway  Avenue 

San  Feancisco  27,  California 

List  of  Contributors  to  Inauguration  Fund 

Name  Amount 

American  Box  Corporatoin $  25.00 

Paul  A.  Bissinser  Foundation 100.00 

Braun-Knecht-Heimann  Co. 50.00 

H.  J.  Brunnier 25.00 

Maio  J.  Ciampi 100.00 

Coklwell,  Banker  &  Co. 50.00 

Columbia-Geneva   Steel   50.00 

Consolidated  Western  Steel  Division  of 

U.  S.  Steel  Corporation 50.00 

Crocker-Anglo  National  Bank 250.00 

Crown  Zellerbach  Foundation 100.00 

William  AV.  Davison 100.00 

Lloyd  AV.   Dinkelspiel   50.00 

Henry  Doelger  Builder,  Inc. 2,50.00 

B.  J.  Feigenbaum 100.00 

M.  Fleishhacker,  Jr. 100.00 

^Y.  p.  Fuller  &  Co. 25.00 

Heller,  p]hrman,  White  &  McAuliffe 100.00 

Samuel  A.  Ladar 100.00 

Levi   Strauss  Foundation 250.00 

McKeon  Construction  Co. 100.00 

Matson  Navigation  Company 100.00 

Pacific  Gas  &  Electric  Co. 250.00 

Pacific  Far  East  Line,  Inc. 100.00 

Pacific  Telephone  &  Telegraph 100.00 
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List  of  Contributors  to  Inauguration  Fund— Continued 
Receipt 

Dale  No.  Name                                                                             Amount 

1/15/58  7973         Fred  D.  Parr 100.00 

1/10/58  7935         Provident  Securities  Co. 100.00 

3/  5/58  8602         Renon-Foutanta-Yore  Bakeries  Inc. 35.00 

1/23/58  8061         Richfield  Oil  Company 100.00 

2/12/58  8426         San  Francisco-Oakland  Newspaper  Guild 25.00 

1/  9/58  7924         Scbwabacher  &  Company 50.00 

2/  4/58  8122         Schwabacher-Frey — __—  100.00 

3/  5/58  8612         Shell  Oil  Company 100.00 

1/10/58  7934         Soule   Steel   Company   100.00 

3/  5/58  8616         Spreckels-Russell  Dairy  Co.,  Ltd. 100.00 

1/31/58  8101         Stauffer   Chemical   Company   100.00 

1/15/58  7975         Stecher-Traung 25.00 

1/10/58  7930         Steinhart,  Goldber,  Feigenbaum  &  Ladar 100.00 

3/  5/58  8608         Swift  &  Company 25.00 

3/27/58  8870         A.  Tarantino  &  Sons 2-5.00 

1/22/.38  8047         Westinghouse  Electric  Corp. 25.00 

1/10/58  7936         Wilbur-Ellis  Company 50.00 

1/16/58  7999         F.  W.  Woolworth  &  Co. 50.00 

Total   Contributions   $3,735.00 


exhibit  no.  7 

Fresno  State  College 
Fresno,  Californl\,  Fall,  1957 

The  Fresno  State  College  campus  will  be  officially  dedicated  next 
year  during  the  week  of  May  5th  through  ]\Iay  9th.  This  week  of  activi- 
ties will  culminate  in  a  formal  dedication  ceremony  on  Friday,  May  9th, 
at  which  time  dignitaries  representing  the  national,  state  and  local  gov- 
ernments, and  the  colleges  and  universities,  especially  from  the  West, 
will  congregate  on  the  Shaw  Avenue  site.  It  is  hoped  that  a  nationally 
known  figure  such  as  Chief  Justice  Warren,  ex-President  Hoover  or 
some  comparably  well-known  speaker  will  be  aA^ailable  to  address  the 
convocation. 

Thousands  of  state  and  valley  residents  are  expected  to  visit  the 
campus  during  the  dedication  week.  The  dedication  ceremony  will  pro- 
vide an  opportunity'  for  Fresno  State  College  to  display  its  new  physi- 
cal facilities  and  the  talents  of  the  student  body  and  staff  to  the  people 
of  the  valley  and  State.  We  wish  to  welcome  valley  residents  to  the 
campus  to  see  this  multimillion  dollar  investment,  designed  to  accom- 
modate the  educational  needs  of  the  San  Joaquin  Valley ;  and  we  want 
the  valley  community  to  realize  that  the  State  will  continue  to  spend 
several  millions  each  year  on  salaries  and  further  building. 

In  order  to  do  an  adequate  job  of  dedicating  the  new  site  we  will 
need  funds.  We  estimate  that  an  event  of  this  nature  will  cost  approxi- 
mately $10,000.  The  funds  will  be  used  for  printing,  mailing,  luncheons, 
expenses  of  guest  speakers,  etc.  We  have  already  received  funds  and 
pledges  of  funds  from  governmental  organizations,  labor  unions,  con- 
tractors, architects  and  college  groups.  We  would  like  to  suggest  that 
your  firm  consider  pledging  to  this  valleywide  effort  an  amount,  per- 
haps, ranging  from  $25  to  $250.  It  would  be  pavable  after  September  1, 
1957. 
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Contributions  should  be  made  to  the  Fresno  State  College  Founda- 
tion, c/o  Dr.  Arnold  B.  Joyal,  Fresno  State  College,  Fresno  26,  Cali- 
fornia. 

Your  careful  consideration  of  this  request  will  be  deeply  appreciated. 

Cordially, 

(Signed)     A.  E.  Joyal 


Fresno  State  College 
Fresno,  California,  May  2,  1958 

Last  fall,  I  sent  you  a  letter  like  the  one  attached,  I  suggested  that 
you  make  a  contribution  to  the  Fresno  State  College  Foundation  to 
help  support  the  dedication  week  program  for  the  new  Fresno  State 
College  campus.  I  did  not  hear  from  you  at  that  time  and  presume  that 
the  letter  may  have  been  overlooked.  Or,  perhaps  you  felt  that  you 
were  not  in  a  position  to  make  a  contribution. 

The  community  was  very  co-operative.  Although  we  did  not  raise 
the  $10,000  which  we  needed,  we  were  able  to  go  ahead  with  our  pro- 
gram. We  set  up  a  budget  and  are  trying  to  live  within  it.  Right  now, 
however,  we  are  in  the  midst  of  final  arrangements  for  dedication  week. 

Because  we  w^ere  not  successful  in  raising  the  full  amount  required 
we  are  faced  with  the  need  for  a  few  hundred  dollars.  As  frequently 
happens  these  days,  we  find  that  actual  costs  are  exceeding  our  esti- 
mates and  as  usual  we  are  running  up  against  last-minute  and  unfore- 
seen needs. 

I  am  addressing  this  letter  to  you,  as  a  friend  of  the  college,  in  the 
hope  that  you  can  now  make  a  gift  and  ' '  come  to  our  rescue. ' '  Even  a 
small  one  will  help  ! 

I  am  enclosing  a  program  of  activities  for  the  week  which  will  indi- 
cate the  scope  of  our  effort.  Certainly  you  have  seen  evidence  of  our 
plans  during  the  last  few  weeks.  You  will  hear  and  see  much  more 
between  May  5th  and  9th.  I  hope  you  can  make  out  a  check  to  the 
Fresno  State  College  Foundation,  Fresno  State  College,  Fresno  26, 
California,  and  send  it  to  me  if  you  find  it  possible  to  give  us  this 
much  needed  last-minute  help.  Certainly  we  will  appreciate  it  and  will 
use  the  money  to  pay  for  a  program  which  will  reflect  credit  on  our 
community. 

Very  truly  yours, 

(Signed)     A.  E.  Joyal 
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Fresxo  State  College  Foundation 

Statement  of  Dedication  Account,  June  30,  1958 
Receipts  from  Gifts 

FSC  Student  Association $1,000.00 

FSC  Summer  Session  Student  Activity  Account 350.00 

The  Bulldog  Foundation 500.00 

City  of  Fresno 1.000.00 

County  of  Fresno 1,000.00 

122  firms  and  individuals* 5,337.50 

Total   receipts $9,187.50 

Disbursements 

Printing  of  souvenir  brochure $1,643.20 

Printing  of  programs,  maps,  signs,  raisin  paks,  etc 1,413.36 

Publicity — photographs,  newspaper  mats,  etc 503.52 

Grant  to  FSC  Playhouse  toward  production  of  "Taming  of  the  Shrcw"_  800.00 

Hourly  ijay  for  student  and  part-time  help 796.38 

Honorariums  paid  three  speakers  (convocation  and  two  special  lectures)  750.00 

Office  supplies  and  materials  for  exhibits 461.58 

Stamps  and  postal  cards 88.00 

Travel  expenses  for  high  school  bands 175.00 

Tram  rental 175.00 

Typewriter  rental 64.50 

Rental  of  caps  and  gowns  for  hostesses 262.00 

Rental  of  public  addre.ss  system (!0.(K) 

Color  film  for  dedication  motion  picture 86.80 

Gift  picture  to  college  for  dedication 41.55 

Food — Two  luncheons,  three  receptions,  press  breakfast 842.89 

Wood  for  donors  day  barbecue 29.00 

Purchase  of  5,000  Fresno  Bee  supplements 250.00 

Key  rings  presented  delegates  and  committee  members 101.92 

Centennial   kit 1.32 

Diploma  for  honorary  degree 2.25 

Travel  and  meals  for  executive  secretary 4.50 

Five  percent  service  charge  to  foundation  for  financial 

administration  and  audit 459.38 

Total  disbursements $9,012.21 

Balance  to  revert  to  administration  account  of  FSC  Foundation 175.29 


$9,187.50 


List  of  Donors  on  next  pages — Detailed  information  as  to  the  amount  of  each  contribution  available  at  office 
of  FSC  Foundation. 
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Contributors  to  the  Fresno  State  College  Campus  Dedication,  May  5-10,  1958 


AC  Electric  Co. 
Ace  Service  Inc. 
Allied  Equipment  Co. 
Am.  Assn.  of  Univ.  Wm. 

Bakersfield  Residence  Cnt. 
Blackstone  Lumber  Co. 
Borden's 

Brady  Holmes  Co. 
Braun-Knecht-Heiman  Co. 
Bruce,  Rocco  A. 
Burks,  F.  L.  R.,  M.D. 
Burrough's 

Challenge  Cream  &  Butter  Association 
Chamber  of  Commerce,  Clovis 
Coca-Cola  Bottling  Co. 
Columbia  Wax  Co. 

Dale  Bros.,  Inc. 
Danish  Creamery  Assn. 
Daughtery  Travel  Service 
David  and  Sons  Inc. 
Davidson,  Sam 
Diederich,  Otto,  M.D. 
Diener,  Frank — Ranch 
Docker  &  Docker 
Drake  Steel  Supply  Co. 

Erro,  Philip 

Faculty  Wives  of  FSC 

Fairbanks,  Morse  &  Co. 

Farm  Bureau  Center,  Easton  Oleander 

Farm  Bureau,  Clovis 

Farm  Bureau,  Fresno  Co. 

Farm  Bureau,  Parlier 

Farm  Bureau,  Raisin  City 

Farm  Bureau,  Selma 

Farm  Center,  Kerman 

Farm  Center,  Sanger 

Farm  Machinery  Center 

Federal  Fruit  Distributors 

Fig  Garden  Village 

Fresno  Cash  Register  Exch. 

Fresno  City  Lines 

Fresno  Clearing  Hse.  Assn. 

FSC  Almni  Assn. 

Giffin,  Hills  &  Carruth 

Ginsburg,  H.  M.,  M.D. 

Golden  State  Co.  Ltd. 

Gottschalks 

Gospel  Music  &  Supply  Co. 

Hallowell  Chevrolet  Co. 
Harris  Construction  Co. 
Heasley  &  Company 
Healey  &  Popovich 
Herb  &  Dodes  Hut 
Hi  Life 
Hobbs-Parson's  Company 


Home  Title  Co. 
Hotel  Californian 

IBM  Corp. 

Jolly,  Robt.  J.,  Const.  Co. 
Jorgenson  Catering  Co. 

K-Y  Lumber  Co. 

Kimble,  Thomas,  Snell,  Jamison  & 

Russell 
King-0-Meat  Co. 
Kiwanis  Club  of  Fresno 
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PREFACE 

In  an  age  when  the  teclmiqiies  of  production  have  passed  from  hand 
tools  to  pushbuttons  within  the  memory  of  most  adults,  it  is  difficult  to 
believe  there  are  problems  that  cannot  be  solved  by  the  application  of 
scientific  knowledge. 

In  an  age  that  has  seen  air  travel  become  ordinary,  the  automobile  a 
necessity,  the  radio  give  way  to  television,  and  automatic  appliances 
enter  the  home  of  most  urban  dwellers,  it  is  difficult  to  realize  that  there 
are  many  who  are  unable  to  share  in  the  benefits  of  our  great  tech- 
nological achievements. 

In  much  the  same  way  that  our  knowledge  of  iDh.ysical  science  fails  to 
solve  the  problems  of  mental  health  and  human  relations,  the  great 
productive  capacity  of  our  Country  fails  to  distribute  equally  the  oppor- 
tunities to  participate  in  the  material  prosperity  of  our  time. 

To  overcome  this  inequality  of  opportunity,  the  State  and  Nation 
have  increasingly  assumed  responsibility  for  persons  whose  lives  have 
been  restricted  by  illness,  accident,  defects  of  birtli,  or  social  privations. 
Paradoxically,  the  problems  of  resultant  dependency  have  increased 
with  lifesaving  advances  in  medicine  and  with  the  aging  of  our  popula- 
tion. 

Federal,  state,  and  civilian  authorities  point  out  that  hospital  beds 
throughout  the  Country  are  becoming  filled  with  chronically  ill  patients 
at  an  increasingly  high  rate,  thereby  reducing  the  number  of  beds 
available  for  the  acutely  ill.  Marked  improvements  in  preventive  med- 
icine, definitive  care,  and  lifesaving  methods  have  increased  survival 
and  longevity  resulting  in  a  relative  increase  in  the  number  of  disabled 
or  dependent  persons  in  our  population. 

Historically  the  State  has  recognized  its  responsibility  for  the  or- 
phaned, the  widowed,  and  the  infirm,  and  while  it  has  moved  from  the 
concept  of  the  asylum  to  that  of  the  hospital  for  the  mentally  ill,  and 
from  that  of  poorfarm  to  home  relief  for  the  aged  and  dependent,  a 
course  of  positive  action  has  been  slow  in  developing. 

Such  a  course  of  action  must  begin  with  prevention  and  on  this 
front  progress  is  being  made,  but  it  is  an  open  question  as  to  whether 
we  are  gaining  on  the  new  problems  being  created  by  our  advanced 
technology  and  our  prosperity.  Although  prevention  may  in  time  sub- 
stantially reduce  the  need  for  special  services,  this  goal  is  still  beyond 
the  horizon  and  we  are  left  with  the  problems  of  relief  and  dependency 
created  by  the  hazards  of  our  industrial  society  and  the  misfortunes  of 
individual  circumstance. 

As  prevention  will  serve  the  future,  rehabilitation  and  restoration 
provide  a  positive  course  of  constructive  action  for  the  present. 

On  this  front  we  have  made  a  substantial  start.  We  have,  through 
the  establishment  of  special  classes  for  mentally  and  physically  handi- 
capped children  recognized  the  right  of  every  child  to  an  equal  oppor- 
tunity for  education.  We  have,  to  a  limited  extent,  provided  medical 
care  through  the  state's  program  of  Crippled  Children  Services.  The 
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State,  with  tlie  aid  of  the  Federal  Government,  has  undertaken  to 
provide  vocational  rehabilitation  for  a  limited  nnmber  of  disabled 
persons.  These  services  are,  in  part,  the  subject  matter  of  this  report. 

Common  to  all  fields  of  human  service  is  the  need  for  trained  profes- 
sional personnel,  for  research,  and  for  experimentation.  The  answers 
to  social  problems  cannot  be  electronically  compnted.  There  are  no 
wonder  drugs  for  social  ills.  If  solutions  are  to  be  found  they  will  be 
the  result  of  study  and  research  and  the  services  of  more  highly  trained 
personnel. 

Such  qualified  personnel  will  not  result  from  need  alone.  There  must 
be  programs  of  education,  inducement,  and  financial  reward  commen- 
surate with  the  demands  of  the  tasks  we  ask  them  to  undertake. 

Failure  to  recognize  this  basic  prerequisite  to  progress  in  the  solution 
of  human  problems  and  to  the  enlightened  ministration  to  human 
needs  can  only  result  in  cultural  and  social  privations  for  an  increasing 
number  of  people. 

In  1953,  1955,  and  again  in  1957,  a  Senate  committee  reviewed  the 
needs  of  people  in  our  State  who  by  reason  of  accident  or  illness  require 
assistance  in  overcoming  their  handicaps.  A  person  who  must  apply 
for  relief  or  assistance  in  our  economy  is  a  person  who  for  one  or  more 
reasons  has  been  unable  to  cope  with  his  problems  and  needs  help. 
The  responsibility  for  his  needs  are  as  much  the  concern  of  the  State 
as  are  the  acute  problems  that  account  for  his  present  status.  The  facts 
and  the  philosophy  set  forth  in  the  report  of  this  committee  have  not 
materially  changed.  There  has,  however,  been  a  marked  change  in 
many  of  the  circumstances  that  surround  the  problems  of  providing 
education,  health,  welfare,  and  rehabilitation  services  to  many  of  the 
people  with  whom  we  are  concerned. 

One  of  the  changes  has  been  that  of  the  labor  market.  The  improved 
economy  has  made  it  possible  for  many  disabled  persons  to  secure 
employment  without  any  specialized  assistance  or  training  or  to  secure 
through  their  own  resources  services  that  might  otherwise  have  been 
sought  through  welfare  and  rehabilitation  agencies.  This  factor  has 
accounted  for  a  change  in  the  characteristics  of  the  group  of  persons 
applying  for  rehabilitation  services  in  that  the  more  severely  handi- 
capped are  now  seeking  assistance. 

During  this  same  period  we  have  experienced  a  rapid  increase  in 
population  of  the  State,  both  from  natural  growth  and  from  immi- 
gration, resulting  in  a  proportional  increase  in  the  need  for  facilities 
and  services. 

Another  significant  factor  is  the  age  distribution  within  the  popula- 
tion. In  recent  years  everyone  has  been  made  aware  of  the  increase  in 
the  average  duration  of  life  from  47  years  at  the  turn  of  the  century 
to  69  years  today.  This  increase  has  come  largely  as  the  result  of 
medical  advances  against  acute  infectious  disease. 

This  life  expectancy  to  which  we  refer  is  the  average  duration  of 
life  of  a  theoretical  generation  of  persons  who  are  subject  to  the  mor- 
tality rates  of  that  period.  "While  it  might  serve  as  an  index  of  medical 
progress,  it  is  a  theoretical  concept  as  are  all  averages  and  cannot  be 
applied  to  any  particular  individual. 

This  committee  has  been  asked  to  prepare  a  report  and  to  make 
recommendations  on  the  education  and  rehabilitation  of  physically  and 
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mentally  handicapped  children  and  adults.  The  committee  has 
attempted  to  restrict  its  investigation  to  certain  specific  problems. 
However,  it  should  be  pointed  out  that  the  fields  of  service  to  the  dis- 
abled are  so  interrelated  as  to  make  clear  lines  of  distinction  difficult. 

The  education  of  the  handicapped  child  is  his  preparation  for  daily 
living.  We  are  concerned  with  him  as  a  potential  liability  or  asset  when 
he  becomes  an  adult  member  of  society.  His  need  for  education,  physi- 
cal rehabilitation,  and  vocational  preparation  is  continuous  and  not 
determined  by  his  passing  from  one  categorical  age  group  to  another. 

The  worker  disabled  by  injury  or  illness  is  a  loss  to  the  Nation  in 
manpower  and  is  a  potential  liability.  The  continued  high  incidence 
of  chronic  illness  among  the  middle  and  upper  age  groups  constitutes 
a  drain  upon  our  manpower  resources  and  results  in  an  increase  in  the 
ratio  of  dependent  to  productive  workers. 

Aside  from  the  many  and  great  humanitarian  aspects  of  the  service 
to  disabled  persons,  consideration  must  be  given  to  the  need  to  develop 
every  resource  of  potential  manpower.  We  do  not  have  the  reserves  in 
productive  manpower  today  with  which  we  entered  AVorld  War  II.  If 
another  such  emergency  should  arise,  we  would  need  every  available 
worker. 

The  rehabilitation  of  the  disabled  person  is  rarely  achieved  by  the 
rendering  of  a  single  direct  service  but  is  often  the  result  of  a  number 
of  related  services.  These  services  are  at  present  divided  among  the 
different  levels  of  federal,  state,  and  local  governments,  and  the  various 
agencies  within  our  State  Government. 

Many  of  the  problems  presented  to  our  eonnnittee  are  primarily 
responsibilities  of  local  government.  In  many  instances  tradition  and 
practice  have  delayed  the  development  of  local  services.  It,  therefore, 
may  be  the  proper  function  of  state  agencies  to  assist  local  govern- 
ments and  voluntary  agencies  in  planning  and  developing  rehabilita- 
tion services  on  a  local  level. 

BACKGROUND  OF  THE  COMMITTEE 

During  the  1951  Session  of  the  Legislature,  several  bills  were  intro- 
duced relating  to  the  education  and  rehabilitation  of  handicapped 
children  and  adults.  Most  notable  of  these  were  Senate  Bill  No.  1343 
and  companion  Assembly  Bill  No.  3345,  which  were  sponsored  by  the 
Citizens  Committee  on  Rehabilitation  under  the  chairmanship  of  Mr. 
Courtlandt  Gross,  vice  president  of  Lockheed  Aircraft  Corporation,  Los 
Angeles,  and  a  group  of  some  100  prominent  citizens.  These  bills  were 
also  supported  by  the  California  Society  for  Crippled  Children,  the 
National  Rehabilitation  Association,  and  other  interested  groups  and 
individuals  throughout  the  State. 

These  bills  proposed  the  establishment  of  a  rehabilitation  center  to  be 
constructed  and  operated  in  connection  with  the  new  medical  school  at 
the  University  of  California  at  Los  Angeles.  Also  included  in  the  bills 
were  provisions  for  the  establishment  of  a  resident  school  for  severely 
handicapped  children  to  be  located  adjacent  to  the  university  in  order 
that  the  children  might  have  the  advantages  of  the  I'chabilitation  cen- 
ter. Also  being  considered  by  the  Legislature  at  that  time  was  Senate 
Bill  No.  455  by  Senator  McBride  and  the  late  Senator  Jespersen.  This 
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bill  would  have  appropriated  $1,000,000  to  be  used  to  assist  school 
districts  in  constructing'  classrooms  for  special  education. 

The  bills  met  with  general  acceptance  in  the  Legislature.  Howeyer, 
the  appropriations  contained  in  the  bills  had  not  been  included  in  the 
budget,  and  because  the  Legislature  had  committed  itself  to  no  special 
appropriations,  the  bills  did  not  clear  the  Senate  Finance  Committee. 

Originally  the  bills  provided  for  funds  to  be  appropriated  through 
the  State  Department  of  Public  Health  and  the  State  Department  of 
Education  as  had  been  recommended  in  a  report  compiled  by  these  de- 
partments at  the  request  of  the  Legislature  in  1946.  Eepresentatives  of 
the  California  Medical  Association  raised  objections  to  the  administra- 
tion of  what  they  considered  a  medical  program  by  the  Department  of 
Public  Health  or  Department  of  Education.  They  agreed  that  the  school 
for  handicapped  children  was  a  matter  of  education  and  should  be  con- 
ducted by  the  Department  of  Education;  but  they  maintained  that  the 
rehabilitation  center  should  serve,  as  had  been  recommended  by  its 
sponsors,  as  a  basic  educational  and  research  institution  and  be  directly 
under  the  control  of  the  medical  school  of  the  university.  It  was  gener- 
ally agreed  that  this  would  be  a  better  arrangement,  and  the  bills  were 
so  amended.  However,  the  university  had  not  had  an  opportunity  to 
study  the  proposal  and  to  have  it  included  in  their  building  program 
at  that  time. 

Although  action  was  not  taken  by  the  Senate  Finance  Committee,  the 
importance  of  the  entire  field  of  rehabilitation  and  special  education,  as 
presented  by  witnesses  for  the  Rehabilitation  Center  Bill,  was  believed 
deserving  of  study.  The  committee  was  authorized  by  Senate  Resolution 
No.  203  in  1951  to  study  the  rehabilitation  center  proposal  and  related 
problems  of  education  and  rehabilitation  of  handicapped  children  and 
adults  and  to  prepare  a  program  that  might  integrate  most  of  the 
patchwork  legislation  passed  during  recent  years.  The  committee  filed 
its  report  in  1953  and  recommended  the  establishment  of  a  rehabilita- 
tion center  in  connection  with  the  medical  school  at  the  University  of 
California  at  Los  Angeles. 

Senate  Bill  No.  722  was  introduced  by  the  committee  in  the  1953 
Regular  Session  of  the  Legislature.  This  bill,  which  was  passed  and 
signed  by  the  Governor,  appropriated  $80,000  to  the  Regents  of  the 
L'niversity  of  California  for  the  development  of  preliminary  plans  for 
the  rehabilitation  center.  The  progress  of  this  project  is  reported  in  Sec- 
tion I  of  this  report. 

Four  additional  bills  were  introduced  by  the  committee  and  passed  by 
the  Legislature.  The  bills  passed  included  Senate  Bill  No.  15,  an  act 
wiving  permanent  legal  status  to  the  Bureau  of  Vocational  Rehabilita- 
tion and  authorizing  the  State  to  render  vocational  rehabilitation  serv- 
ices. This  law  replaced  the  old  act.  which  simply  accepted  the  provisions 
of  the  Federal  Vocational  Rehabilitation  Act. 

Although  two  bills  were  introduced  by  the  committee  and  passed  by 
the  Legislature  to  aid  districts  in  providing  classrooms  for  the  educa- 
tion of  handicapped  children,  the  problem  of  classrooms  continues  to  be 
one  of  the  major  handicaps  to  school  districts  in  developing  their  spe- 
cial education  programs. 
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One  of  the  problems  presented  to  the  committee  in  1951-52  was  that 
of  providing  rehabilitation  services  to  the  mentally  retarded.  The  prob- 
lems of  this  group  cannot  be  separated  from  those  of  other  handicapped 
children.  However,  they  were  not  officially  considered  by  the  committee 
at  that  time  because  the  1951  resolution  was  limited  to  the  problems  of 
the  physically  handicapped. 

In  1953  the  committee  was  re-established  by  Senate  Kesolution  No. 
134,  and  the  mentally  handicapped  as  well  as  the  physically  handi- 
capped were  included  in  the  resolution. 

The  committee  was  continued  in  1955  by  Senate  Resolution  No.  131. 

During  the  1957  Session  the  committee  introduced  and  passed  six 
bills  relating  to  education  of  handicapped  children  including  the  au- 
thorization of  two  studies :  one  on  the  educational  needs  of  emotionally 
disturbed  children,  and  the  other  of  gifted  children  in  public  schools. 

The  1957  Legislature  authorized  the  establishment  of  this  Joint 
Legislative  Committee  by  Assembly  Concurrent  Resolution  No.  209. 

SCOPE  OF  THE  COMMITTEE 

The  1957  resolution  reads  in  part  as  follows : 

"The  Joint  Interim  Committee  on  the  Education  and  Rehabilita- 
tion of  Handicapped  Children  and  Adults  is  hereby  created,  au- 
thorized, and  directed  to  study  and  analyze  the  existing  state 
policies  pertaining  to  the  education  and  rehabilitation  of  all  types 
of  physically  and  mentally  handicapped  persons,  with  particular 
reference  to  the  financial,  administrative,  professional,  and  legal 
problems  involved  in  providing  special  education  and  rehabilitation 
for  such  persons,  including,  but  not  limited  to,  the  study,  analysis, 
and  investigation  of  all  matters  pertaining  to  this  resolution.  The 
committee  shall  advise  and  confer  with  the  Department  of  Educa- 
tion, Department  of  Social  Welfare,  Department  of  Public  Health, 
Department  of  Mental  Hygiene,  and  any  other  department  of  this 
State  having  functions  pertaining  to  the  welfare  of  physically 
handicapped  persons,  and  the  appropriate  officers  and  agencies 
thereof,  to  consider  and  prepare  such  new  legislation  as  may  in 
any  way  bear  upon  or  relate  to  the  subject  of  this  resolution." 

Since  there  are  several  groups  interested  in  the  general  field  of  educa- 
tion and  rehabilitation  of  the  handicapped,  the  resolution  was  written 
to  include  all  groups.  It  became  apparent,  however,  that  the  committee 
would  not  be  able  to  study  thoroughly  all  of  the  problems  that  might 
be  raised.  It  was  felt  that  the  problems  studied  should  be  limited  to 
those  for  which  specific  recommendations  could  be  made,  and  that  other 
problems  be  referred  for  future  study. 

HEARINGS  OF  THE  COMMITTEE 

Since  the  committees  established  in  1951,1953,  1955,  and  1957  have  all 
considered  the  same  problems  their  work  has  been,  in  effect,  continuous 
and  information  gathered  by  each  committee  has  contributed  to  this 
report. 
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Hearings  during  these  four  bienniums  were  held  as  follows : 

December  10,  1951^ — Los  Angeles ; 
January  7  and  8,  1951 — San  Francisco ; 
March  17,  1952— Sacramento ; 
May  12,  1952— Los  Angeles ; 
May  14,  1952— San  Diego ; 
December  3,  1953 — Los  Angeles; 
February  25,  1954 — Sacramento ; 
May  6,  1954— San  Francisco ; 
June  10  and  11,  1954 — Los  Angeles; 
September  17  and  18,  1956 — San  Francisco ; 
October  10  and  11,  1956 — Los  Angeles; 
November  5  and  6,  1957 — San  Francisco ; 
November  21,  1957 — San  Francisco ; 
December  10  and  11,  1957 — Los  Angeles ; 
August  27,  1958 — San  Francisco ; 
September  18,  1958 — Santa  Barbara. 


WITNESSES  APPEARING  BEFORE  THE  COMMITTEE 
OR  SUBMITTING  DOCUMENTS  *t 

Bergdal,  Luther 

Director  of  Information  and 

Education, 
California  Society  for  Crippled 

Children,  San  Francisco 
Bewley,  Fred  W. 
Superintendent,  Whittier  City 

Elementary  Schools 
Beyer,  Fred  C. 
Superintendent  of  Schools 
Stanislaus  County 
Blyth,  Donald  W. 
Regional  Supervisor,  Southern 

Region 
Vocational  Rehabilitation  Service 
Bovver,  Eli 
Research    Co-ordinator, 

Emotionally  Disturbed  Children 
State  Department  of  Education 
Bradshaw,  W.  C. 
Fresno 

Broe,  John  R. 
Psychologist,  Secondary  Education, 

Ventura  County  Schools 
Brown,  Lenora  V.,  M.D. 
San  Diego 
Brown,  Richard 
Assistant  Superintendent, 

Educational  Services, 
El  Monte  School  District 
Brush,  Mrs.  Majorie 
Executive  Director, 
United  Cerebral  Palsy  Association 

of  San  Francisco 
Burgener,  Clair 
San  Diego 
Burks,  Harold  F. 
Director  of  Guidance, 
San  Gabriel  City  Elementary 

Schools 
Burns,  H.  Jay 

Chairman,  Board  of  Education, 
Burlingame  Elementary  School 

District 
Butner,  Mrs.  William 
Vice  Chairman,  Parents'  Council, 

California    Society   for   Crippled 

Children  and  Adults 
Caine,  Frances 

Supervisor  of  Atypical  Classes, 
San   Francisco   School  District 

*  Includes  witnesses  appearing-  before  the  committee  in  1957-58  and  testimony  sub- 
mitted to  the  Senate  interim  committee  on  the  same  subjects  during  1955-56. 

t  Witnesses  held  positions  listed  with  their  names  at  time  of  testifying  before  the 
committee. 


1. 

Acker,  Martin 

Chairman,  Sheltered  Workshop 

Committee 
San  Francisco  Chapter,  National 

Rehabilitation  Association 

16. 

2. 

Anthony,  Joseph 

Director,  Santa  Monica  Sheltered 
Workshop 

17. 

3. 

Attwell,  Arthur  A. 
Director  of  Guidance 
Rosemead  School  District 

18. 

4. 

Bain,  Emerson  M. 
Superintendent  of  Schools,  Madera 
County 

19. 

f). 

Bairo,  Aldo 

Director,  Workshop,  United 

20. 

Cerebral  Palsy  Association  of 

Los  Angeles  County 

6. 

Barba,  Manuel,  M.D. 

San  Diego 

21. 

7. 

Barbour,  Richmond  J. 

Director  of  Guidance, 

22. 

San  Diego  City  Unified  Schools 

8. 

Barker,  Zed 

Representing  W.  T.  Schenk, 

23. 

Executive  Director,  Handicapped 

Self-Aid  Association 

24. 

9. 

Barr,  Mrs.  Norah 
Psychiatric  Social  Worker, 
East  Bay  Activity  Center 

10. 

Barris,  Ralph  W.,  M.D. 
La  Jolla 

25. 

11. 

Bauer,  Herbert,  M.D. 
Public  Health  Director, 

County  of  Yolo 

20. 

12. 

Bans,  Gaston  J.,  M.D. 

Director  of  Seizure  Clinic, 

27. 

Children's  Hospital,  Los  Angeles 

13. 

Beach,  William,  M.D. 

State-Local  Mental  Health 

28. 

Services  Consultant  for 

Northern  California 

Department  of  Mental  Hygiene 

14. 

Beard,  H.  S. 

Superintendent  of  Schools 
Porterville  Elementary  Schools 

29. 

15. 

Bennett,  Clayton  L. 

Special  Education  Coordinator 

30. 

Office  of  San  Diego  County 

Superintendent  of  Schools 

(15) 
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31.  Casalaina,  Lucille  49. 

School  Psychologist, 

Anaheim  City  School  District  50. 

32.  Catterall,  Calvin  D. 
Psychologist,  San  Gabriel  School 

District 

33.  Cobb,  Norman  L.,  M.D.  51. 
San  Diego 

34.  Connolly,   Mrs.   Margarete  52. 
Executive   Secretary, 

Aid  Retarded  Children, 

Incorporated,   San  Francisco  53. 

3.5.  Corwin,  Frank 

Director  of  Special  Services  54. 

Redwood  City  Elementary  Schools, 

San  ]Mateo  County 

36.  Cotter,  James  C. 
Executive  Secretary, 

Fresno  County  Society  for  55. 

Crippled  Children  and  Adults 

37.  Daly,  Flora 

Consultant,  Education  of  Mentally  56. 

Retarded, 
California   State  Department  of 

Education  57. 

35.  Deming.  Leigh 
Administrative  Advisor, 

Department  of  Mental  Hygiene  58. 

39.  Denlay,  Raymond  E. 
Acting    Superintendent,   Palos 

Verdes  School  District  59. 

40.  Dent.  .James  W. 
Superintendent    of    Schools,   ]Mt. 

Diablo  School  District  60. 

41.  Doyle,  Francis  W. 

Deputy   Superintendent ;   Chief, 

Division  of  Special  Schools  and  61. 

Services, 
State  Department  of  Education 

42.  Dxmn.  Melvin 

Chula  Yista  Schools  62. 

43.  Easterbrook,  Charles  W. 
Superintendent  of  Schools. 

Porterville  Union   High   School 

and  College  District  63. 

44.  Fahmey,  Mrs.  Yen 
Exceptional  Children's  Foundation, 
Long  Beach 

45.  Fils,   David 

Consultant  in  Special  Education,  64. 

Division  of  Research  and 

Guidance, 
Los  Angeles  County  Schools  65. 

46.  Firor,  Marion,  M.D. 
Chief  Psychiatrist, 

Los  Angeles   Parent-Teacher 

School  Guidance  Center  66. 

47.  Flegal,  Frank 
Executive  Director, 

Goodwill  Industries  of  Southern  67. 

California 

48.  Fowler,  Logan  68. 
Chairman,  "Workshop  Committee, 

Council  of  Community 
Services,  Oakland  Area 


Freeman,  David  G.,  M.D. 

San  Diego 

Gardipee,  Charles,  M.D. 

Acting  Chief.  Bureau  of  Crippled 

Children   Services 
State  Department  of  Public  Health 
Gawthrop,  Charles 
Inglewood  Unified  School  District 
Gibeau,  Mrs.  Charles 
Aid  to  Retarded  Children, 
San  Francisco 
Gilpin,   Chester  E. 
California  Teachers'  Association 
Gore,  Mrs.  Beatrice 
Consultant   on   Education   of 

Physically  Handicapped 

Children, 
State  Department  of  Education 
Granville,  L.  V. 
Superintendent.  Salinas  City 

School  District 
Gray,  Delmar 
Superintendent  of  Schools, 
Escondido   Union   School  District 
Grover,  Earle  Y. 
President,  Apex  Steel 

Corporation,  Los  Angeles 
Haan,  Norma 
School  Psychologist,  Berkeley 

Public  Schools 
Hall,  Wallace 
Superintendent  of  Schools,  Marin 

County 
Hamilton,  Warren  W. 
Director,  Special  Services, 

Torrance  Unified  School  District 
Hanley,  George  T. 
Work  Experience  Co-ordinator 

Anaheim  Union  High  School 

District 
Harwood,  Arlette 
Executive  Director.  United 

Cerebral    Palsy    Association, 

Los  Angeles 
Hayhurst,  N.  C. 
Chairman,  Subcommittee  on  Public 

School  Finance, 
California  State  Chamber  of 

Commerce 
Heckelman,  R.  G. 
Psychologist,  Costa  Mesa  Union 

Elementary   School  District 
Henry,  Mrs.  Alice 
Supervisor  of  Child  Guidance 

Services, 
San  Francisco  City  Schools 
Herbig,  William  S. 
Co-ordinator  of  Special  Education, 

Redwood  City 
Hen-ick,  Helen 
San  Francisco  State  College 
Heyl,   Harold  W. 
Director,  Adult  Education, 
Alhambra  City  and  High  School 

Districts 
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69.  Hogarty,  Ray  87. 
Assistant  Director, 

Crippled  Children's  Society  of  Los 
Angeles  County  and  Director  of 
Vocational  Training  and 
Employment  88. 

70.  Hood,  Mrs.  Helen  V. 
Director  of  Guidance,  Alhambra 

City  Schools  89. 

71.  Howe,  John  W. 
Consultant  in  Research  and 

Guidance,  00. 

Los  Angeles  County  Schools 

72.  Hunsaker,  Keith  A. 

Director,  Special  Education,  91. 

Southwest  School  Districts, 
Inglewood 

73.  Inderrieden.  .John  92. 
California  Epilepsy  Society 

74.  Jacobus,  Gerald  L. 

Superintendent  of  Schools,  Kings  9.3. 

County 

75.  Johnson,  Richard  L. 

Assistant  Director  of  Guidance  94. 

San  Diego  City  Unified  School 
District 

76.  Katz,  Elias  95. 
Director,  Work  Training  Center, 

Aid  to  Retarded  Children, 
San  Francisco  96. 

77.  Keffer,  Mrs.  Muriel  A. 
Director  of  Guidance,  Amador 

County   Schools 

78.  Ketterer,  W.  A.,  M.D.  97. 
Assistant  Health  OflScer,  Contra 

Costa  County 

79.  Koch,  Richard,  M.D.  98. 
Assistant  Professor  of  Pediatrics 
University  of  Southern  California 

School  of  Medicine  99. 

80.  Kratt,  Edwin 
Superintendent  of  Schools. 
Fresno  City  Unified  Schools 

81.  Langston,  Daniel 

Director,  Child  Welfare  Services  -j^qq 

Long  Beach  Unified  School  District 

82.  Lauterbach,  Walter  L. 

Guidance  Co-ordinator,  Chula  ..^^ 

Vista  Elementary  Schools 

83.  Lawson,  F.  Melvyn 
Deputy  Superintendent. 
Sacramento  City  Unified  School 

District 

84.  Lefson,  Leon  -*-"-" 
Chief,  Bureau  of  Aid  to  the  Needy 

Disabled, 
Department  of  Social  Welfare  103. 

85.  Leonard,  Edmund  D. 
Attorney,  California  Self-Insurers 

Association 

86.  Lewis,  Leon,  M.D. 

Director  of  Polio  Respiratory  Unit  104. 

and  Rehabilitation  Center, 
Fairmount  Hospital,  Alameda 

County 


Lichtenstiger,  Mrs.  Dalrie 
Executive  Director,  California 
Tuberculosis  and  Health 

Association, 
San  Francisco 
Liebl,  Robert  M. 
Principal,  Orange  County  Special 

Training  School 
Lien,  Norman  S. 
Superintendent   of   Schools,    Santa 

Cruz  County 
Lowell.  Edgar  L. 
Administrator,  John  Tracy  Clinic, 

Los  Angeles 
Lutz,  Marion 
Consultant,  Special  Services,  Yolo 

County  Schools 
MacLatchie,  Mrs.  Elizabeth 
Chief,  Division  of  Social  Security, 

Department  of  Social  Welfare 
MacLeod,  Mrs.  Janet 
Division  of  Special  Services. 
Oakland  Unified  School  District 
Mahoney,  Rodney  S. 
District  Superintendent,  Rosemead 

School  District 
Markham,  Mrs.  Fred  S. 
President,  California  Epilepsy 

Society 
Marrin,  Andrew 
Chief,  Vocational  Rehabilitation 

Service, 
State  Department  of  Education 
Martin,  Mary  Frances 
Supervisor  of  Special   Education, 
Los  Angeles  City  Schools 
Martin,  Walter  G. 
Superintendent  of  Schools,  Fresno 

County 
Martinson,  Ruth 
Co-ordinator  for  the  Study  of 

Education  Need  of  the  Gifted 

Pupil, 
State  Department  of  Education 
Maul,  Chester  L. 
Consultant,  Special  Education, 

San  Mateo  County  Schools 
Mayfield,  Glenn 
Area  Supervisor,  Division  of 

Industrial  Welfare, 
State  Department  of  Industrial 

Relations 
Mendenhall,  Warren 
Assistant  Superintendent  of 

Schools,  Orange  County 
Michell,  Forrest  C. 
Assistant  Superintendent, 

Administrative  and  Special 

Services, 
Oakland  School  District 
Miller,  Melba  M. 
Superintendent,  School  for 

Cerebral  Palsied  Children, 
Altadena 
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105.  Motto,  Rocco,  M.D. 

Director,  Reiss-Davis  Clinic  foi* 
Child  Guidance,  Los  Angeles 

106.  Mowery,  Lawrence 

President,  Contra  Costa-Alameda 
County  Epilepsy  Society 

107.  Moynihan,  Mrs.  Marie  K. 
President,  East  Bay  Chapter, 

National    Rehabilitation 
Association 

108.  Mueller,  F.  Eugene 
Superintendent  of  Schools,  San 

Bernardino  City  Schools 

109.  Murphy,  E.  V. 
Superintendent,  Little  Lake  City 

School  District 

110.  Murphy,  Thomas  J. 
Co-ordinator,   Special    Education 

Santa  Barbara  City   Schools 

111.  Natwick,  Warren  H. 
Assistant  Superintendent,  San 

Mateo  County  Schools 

112.  Newman,  Emanuel 

State  Department  of  Mental 
Hygiene 

113.  Nolte,  Major  Paul  H. 
Executive  Director,  Volunteers  of 

America 

114.  Owens,  Henry 

Health  and  Welfare  Field 

Secretary, 
Urban  League,  Los  Angeles 

115.  Pacht,  Rudolph 

Vice  President,  Los  Angeles 
County   Chapter.  Muscular 
Dystrophy  Association 

116.  Park  Edward  P. 

Director,   State  Department  of 
Industrial  Relations 

117.  Pezman,  T.  L. 
Director,  Community 

Rehabilitation  Industries, 
Long  Beach 

118.  Piel,  Carolyn  F.,  M.D. 
Assistant  Professor  in  Pediatrics, 
Stanford  University  Hospital 

School  of  Medicine 

119.  Poore,  Ernest  A. 

Director  of  Special  Education, 
Fresno  County  Schools 

120.  Porter,  M.  E.,  M.D. 
Director,  California  State 

Department  of  Mental  Hygiene 

121.  Potts,  Arthur 

State  Department  of  Social 
Welfare 

122.  Robinson,  Jack 
Superintendent  of  Schools, 

Paramount  Unified  School 
District 

123.  Rogers,  Leonard 

Santa  Barbara  City  Schools 

124.  Rosoff,  Herbert  F. 
Administrative  Officer,  Epi-Hab, 

Los  Angeles,  Incorporated 


125.  Ross,  Carl 

Clinic  Manager,  University  of 

California  Clinics, 
San  Francisco  Medical  Center 

126.  Ruff,  Laurel  C. 
Superintendent  of  Schools, 
Arden-Carniichael  I'liion 

Elementary   School  District 

127.  Schapps,  Mrs.  John 

Board  Member,  San  Francisco 

Chapter, 
Northern  California  Mental 

Health  Society 

128.  Seidel.  Vaughn 
Superintendent  of  Schools, 

Alameda  County 

129.  Simmons,  Patricia  C. 
Consultant  in  Guidance,  Orange 

Count-v-   Sfhools 
i;i0.  Sloate,  Nathan 

Chief,  Bureau  of  Social  Work, 
State  Department  of  Mental 
Hvgiene 

131.  Smith,  Don  M. 
Superintendent  of  Schools, 

Wisehurn  Elementary  School 
District 
Hawthorne 

132.  Smith,  Mrs.  Esther  Elder 
Associate  Director,  California 

Society  for  Crippled  Children 
and  Adults,  San  Francisco 

133.  Smith,  Thomas  W. 

Director  of  Research  and  Pupil 

Personnel   Service, 
Covina  Elementary  School  District 

134.  Stanley,  William  G. 

Director  of  Per.'^onnel  and  Special 

Services, 
Little  Lake  School  District, 
Santa  Fe  Springs 
1.35.  Starr,  Irene  W. 

Administrative  Assistant  for 

Instruction, 
Redlands  .Toint  Union  High  School 

District 

136.  Steffan,  James 

Director  of  Special  Education, 
Office  of  Monterey  County 
Superintendent  of  Schools 

137.  Stein,  Wilbur  T. 
Executive   Director,    California 

Association  for  IMental  Health 

138.  Stewart,  H.  W. 

Director,  State  Department  of 
Employment 

139.  Stoddard,  Jane 
Consultant,  Education  of 

Physically  Handicapped, 
State  Department  of  Education 

140.  Struck,  Richard  D. 
Director,  Special  Education 

Services  and  Guidance, 
Santa  Cruz  County  Schools 
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141.  Stylianou,  D. 

Chairman,  Legislative  Committee, 
Califoiuia   Council  for  Retarded 
Children 

142.  Taft,  Chester 

Director  of  Special  Education, 
Whittier  Area  School  District 
14.'^..  Taylor,  Mrs.  Myra  Jane 

l!)56-57  President,  California 
Speech  and  Hearing  Association  ; 
Supervisor  of  Speech  and  Hear- 
ing, 
Compton  City  Schools 

144.  Thompson,  Leon 
Walnut  Creek 

145.  Ticho,  Mrs.  Betty  J. 

Los  Angeles  County  Epilepsy 

Society 
140.  Tuietsky,  Mrs.  Bess  Hearne 

National  Association  for  Retarded 

Children  ;  California  Council  for 

Retarded   Children  ;   Exceptional 

Children's  Foundation 

147.  Troost,  Frank 
Washington  Boulevard  School 

Parents'  Guild,  Los  Angeles 

148.  Tudyman,  Al 

Director,   Special  Education, 

Oakland  Unified  School  District 

149.  Tuttle,  Robert 

President,   California  Council  for 
Retarded  Children 

150.  T^sdane,  William 
Coordinator,  Rehabilitation 

Counselor  Training  Program, 
San  Francisco  State  College 

151.  Yaccaro,  John 

Dii-ector  of  Special  Education, 
Tulare  County  Schools 

152.  Van  Thiel,  Jordan 

Principal,  Biscailuz  Center  School, 
Los  Angeles  County 

153.  Walker,  James  A. 
Regional  Supervisor,  Northern 

Region,  Vocational 
Rehabilitation  Service 

154.  Walters,  Stanley 
Orange  County  Schools 


155.  Walton,  Roger  M. 
Director  of  Pupil  Personnel, 

Stockton  Unified  Schools 

156.  Warfield,  Richard 
Representing  Santa  Clara  County 

Board  of  Education 

157.  Warren,  Stafford  L.,  M.D. 
Dean,  Medical  School,  University 

of  California  at  Los  Angeles 

158.  Watson,  Charles  W. 
Consultant,  Education  of  the  Deaf, 

State  Department  of  Education 
150.  Weber,  John 
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SECTION 


A  PROPOSAL  TO  ESTABLISH  A  REHABILITATION 
CENTER  FOR  TRAINING  AND  RESEARCH 

BACKGROUND  OF  PROPOSAL 

The  proposed  rehabilitation  center  was  first  brought  to  the  attention 
of  the  Legislature  in  1951  by  the  Citizens  Committee  on  Rehabilitation. 
The  history  of  the  proposal  is  contained  in  the  preface  of  this  report. 

In  1953  the  Legislature  appropriated  $80,000  to  the  regents  of  the 
University  of  California  to  develop  preliminary  plans  for  a  rehabilita- 
tion center  in  the  medical  school  at  the  University  of  California  at  Los 
Angeles.  The  center  would  provide  a  physical  facility  for  training  per- 
sonnel in  the  various  fields  of  rehabilitation. 

Plans  for  the  center  and  its  educational  program  were  reviewed  in 
the  1955  report  of  this  committee. 

The  citizens  committee  which  sponsored  the  first  rehabilitation-center 
bill  in  1951  has  continued  to  support  the  proposal  to  establish  a  reha- 
bilitation center  at  the  University  of  California  Medical  Center,  Los 
Angeles. 

SUMMARY  OF  FINDINGS 

The  problem  created  by  an  increasing  number  of  disabled  persons  in 
our  State  cannot  be  met  by  any  one  or  two  rehabilitation  centers  as 
described  in  the  previous  reports  of  this  committee.  The  problem  must, 
to  a  large  degree,  be  met  through  local  facilities.  When  this  committee 
made  its  first  report  and  recommendation  there  was  no  rehabilitation 
center  in  the  State  that  offered  a  comprehensive  rehabilitation  service. 
The  past  six  years  has  seen  the  growth  and  development  of  a  number  of 
centers  such  as  the  May  T.  Morrison  Center,  San  Francisco ;  California 
Rehabilitation  Center,  Santa  Monica ;  and  the  Rehabilitation  Center  at 
the  Orthopaedic  Hospital,  Los  Angeles. 

An  important  stimulus  to  the  development  of  rehabilitation  centers 
was  the  1954  amendments  to  the  Hill-Burton  Hospital  Construction 
Act.  Three  grants  have  been  made  by  the  Hospital  Council  in  Cali- 
fornia since  the  passage  of  these  amendments.  In  1955,  $534,614  in 
federal  and  state  funds  was  granted  to  Stanford  University  and  $144,- 
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000  to  the  College  of  Osteopathic  Physicians  and  Surgeons,  Los  An- 
geles. In  1956  a  grant  of  $305,122  federal  and  state  funds  was  made  to 
the  Cedars  of  Lebanon  Hospital,  Los  Angeles.  In  1957  a  grant  of 
$289,184  was  made  to  Casa  Colina,  Claremont.  All  of  these  grants  have 
been  for  the  development  of  rehabilitation  facilities. 

The  1956-57  state  plan  for  the  development  of  rehabilitation  facilities 
under  the  Hill-Burton  Hospital  Construction  Act  provides  as  an  initial 
objective  the  establishment  of  at  least  one  major  comprehensive  in- 
patient and  out-patient  facility  in  each  of  the  five  geographic  regions 
of  the  State.  The  areas  are  those  whose  metropolitan  centers  are  Los 
Angeles,  San  Francisco,  Oakland,  Sacramento,  Fresno,  and  San  Diego. 

As  of  the  present  date,  however,  California  does  not  have  a  major 
rehabilitation  center  affiliated  with  a  medical  school  and  teaching  hos- 
pital for  the  purpose  of  conducting  research  in  the  field  of  rehabilita- 
tion and  training  of  rehabilitation  personnel. 

One  of  the  principal  problems  of  any  local  hospital  in  developing 
a  rehabilitation  program  is  lack  of  trained  staff.  The  physical,  social, 
and  economic  rehabilitation  of  a  disabled  person  involves  the  co- 
ordinated effort  of  a  highly  trained  group  of  professional  workers.  The 
concept  of  an  integrated  and  co-operative  effort  must  be  establisJied 
during  the  training  period  of  those  persons  who  plan  to  enter  the  field 
of  rehabilitation.  Specialists  in  medicine,  phychiatrj',  prosthetics,  social 
service,  psychology,  education,  and  counseling  must  re-examine  their 
methods,  remain  flexible  in  their  approach  to  the  problems  of  rehabilita- 
tion, and  plan  for  a  total  service  designed  to  return  the  disabled  per- 
sons they  serve  to  maximum  independence. 

Research  in  all  fields  is  essential  if  we  are  to  keep  pace  with  the 
increasing  number  of  persons  disabled  by  accident  and  disease  in  our 
population.  Training  of  personnel  must  precede  the  development  of  fa- 
cilities or  extension  of  services.  These  needs  can  best  be  met  through  the 
establishment  of  comprehensive  rehabilitation  centers  in  the  medical 
schools  of  our  major  universities. 

The  medical  center  being  developed  at  the  University  of  California  at 
Los  Angeles  presents  a  unique  opportunity  for  the  incorporation  of  a 
rehabilitation  unit  that  will  meet,  at  least  in  part,  the  needs  described 
in  the  1953  and  1955  reports  of  this  committee. 

The  project  as  originally  proposed  was  to  be  built  on  the  University 
campus  as  a  unit  of  the  Medical  Center.  As  a  result  of  increased  crowd- 
ing on  the  U.  C.  L.  A.  campus  due  to  increased  enrollment,  it  was  pro- 
posed that  the  unit  be  moved  to  the  west  campus  of  the  university,  a 
32-acre  tract  located  some  half-mile  distant  from  the  Medical  Center. 

The  plan  to  move  the  proposed  rehabilitation  unit  to  this  location 
created  a  number  of  problems  and  increased  the  cost  of  the  unit  as  it 
was  necessary  to  duplicate  many  facilities  that  would  otherwise  be 
available  at  the  Medical  School. 

As  the  result  of  the  increase  in  the  cost  index  for  construction  and 
the  move  to  the  new  location,  the  cost  of  the  project  had  grown  from 
$4,000,000  in  1951  to  $7,000,000  in  1958. 

In  the  light  of  the  many  needs  of  the  university  requiring  capital 
outlays  to  meet  the  anticipated  increase  in  student  enrollment,  the  ad- 
ministration of  the  university  asked  that  the  medical  school  reduce  the 
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plans  for  the  rehabilitation  unit  to  approximately  one-half  the  esti- 
mated $7,000,000  cost. 

The  staff  of  the  medical  school  revised  the  proposed  program  and 
presented  what  they  estimated  could  be  built  for  the  fixed  amount  of 
$3,500,000.  In  revising  the  plans  it  had  been  necessary  to  reduce  the 
original  136  beds  to  32  and  eliminate  all  kitchen,  dining,  and  library 
facilities. 

Following  a  meeting  of  representatives  of  the  administration  with 
representatives  of  this  interim  committee  and  the  Citizens  Committee 
on  Rehabilitation,  the  university  strongly  urged  the  inclusion  of  at 
least  64  beds  and  minimum  dining  and  kitchen  facilities.  The  Board  of 
Regents  approved  the  proposed  unit  and  authorized  the  budgeting  of 
$4,000,000  for  its  construction.  With  careful  planning  it  should  be  pos- 
sible to  include  the  recommended  additions  for  this  amount. 


SECTION  II 


REHABILITATION  OF  DISABLED  PERSONS 

SUMMARY 

The  programs  of  tlie  various  state  agencies  that  provide  rehabilita- 
tion services  to  the  disabled  have  been  reviewed  in  previous  reports  of 
committees  of  the  Legislature.  In  1957  this  committee  expressed  its 
interest  in  the  development  of  better  working  arrangements  between  the 
various  state  agencies  that  provide  services  to  the  disabled.  AVitnesses 
appearing  before  the  committee  during  the  past  two  years  have  indi- 
cated that  some  progress  has  been  made,  notably  in  the  co-ordination 
of  services  to  the  blind  that  involved  several  departments  and  bureaus. 
A  beginning  has  been  made  in  bringing  about  closer  working  relation- 
ships between  the  special  education  classes  for  handicapped  children 
and  the  Vocational  Eehabilitation  Service.  The  Governor's  Conference 
on  Rehabilitation  held  in  the  fall  of  1957  brought  together  representa- 
tives of  many  governmental  and  private  agencies  and  industry  to  con- 
sider rehabilitation  needs  of  the  State.  The  conference  pointed  up  many 
of  the  areas  in  which  co-ordination  was  needed  and  laid  a  foundation 
for  better  interagency  understanding;  however,  most  programs  have 
failed  to  achieve  the  co-ordination  hoped  for.  The  reasons  for  failures 
are  multiple  but  can  be  summarized  as  the  result  of: 

1.  Lack  of  administrative  machinery  to  effectively  implement  plans 
for  co-ordination. 

2.  Limited  financial  support  to  provide  the  increased  services  that 
would  be  expected  to  result  in  most  instances. 

3.  Lack  of  staff  time  to  implement  co-operative  agreements  and  to 
carry  on  interagency  educational  programs  necessary  to  make  such 
agreements  effective. 

4.  Restrictive  legislation  or  regulations  concerning  eligibility  to  serv- 
ices. 

5.  In  some  instances  the  actual  size  of  the  problem,  such  as  the  num- 
ber of  mentally  retarded  persons  in  the  State,  make  it  inadvisable 
to  try  to  develop  extensive  plans  for  co-ordination  between  the 
Vocational  Rehabilitation  Service  and  other  state  agencies  when 
it  is  obvious  that  only  a  small  number  might  be  served. 

In  most  instances  these  problems  are  further  complicated  by  shortage 
of  trained  personnel. 

Specific  instances  of  these  deficiencies  include  such  programs  as  Aid 
to  Needy  Disabled  wherein  the  restrictive  regulations  define  "constant 
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and  continuous  care"  as  either:  (a)  needing  substantial  help  with  at 
least  two  of  the  three  major  activities  of  daily  living  (eating,  dressing, 
and  body  hygiene)  ;  or  (b)  if  mentally  handicapped  needing  protective 
supervision  in  daily  living  activities. 

These  regulations  have  resulted  in  denial  of  aid  to  many  persons  for 
whom  little  or  no  rehabilitation  service  could  be  provided  with  any 
reasonable  anticipation  of  success,  because  they  fall  between  two  alter- 
native programs  designed  either  to  make  them  self-sufficient  or  provide 
them  with  a  minimum  level  of  security. 

Another  defect  of  the  program  has  been  the  lack  of  medical  care 
coverage.  Disabled  persons  generally  have  greater  need  for  medical 
care  than  other  recipients  of  public  assistance. 

Although  the  Aid  to  the  Needy  Disabled  Statute  contemplated  voca- 
tional rehabilitation,  it  has  become  apparent  that  the  veiy  restrictive 
regulations  have  resulted  in  offering  aid  onl}^  to  those  who  have  very 
limited  potential  for  vocational  rehabilitation.  Many  could,  however, 
benefit  from  medical  and  other  rehabilitative  services  that  would  aid 
them  in  achieving  a  greater  degree  of  self-care  and  independence. 

Closel}^  related  to  the  problem  of  Aid  to  the  Needy  Disabled  is  that 
of  providing  medical  care  to  dependent  persons.  The  medical  care  pro- 
gram approved  by  the  1957  Legislature  has  been  of  great  benefit  to 
many  persons.  However,  the  need  has  been  too  great  to  allow  as  much 
physical  rehabilitation  as  had  been  hoped  for. 

During  the  past  four  j^ears  the  Vocational  Kehabilitation  Service 
undertook  two  limited  projects  in  which  they  attempted  to  provide 
vocational  rehabilitation  services  to  homebound  and  severely  disabled 
persons.  The  projects  demonstrated  clearly  that  "something  could  be 
done"  for  many  persons  previously  considered  "nonfeasible"  by  the 
agency,  only  if  there  was  a  great  increase  in  staff  time  and  funds  to 
provide  required  services.  In  some  instances,  several  thousands  dollars 
might  be  required  for  a  single  case.  The  projects  also  pointed  up  the 
value  of  a  more  comprehensive  evaluation  than  had  previously  been 
available  to  many  of  the  persons  served  through  the  projects.  Many  of 
the  disabled  persons  improved  as  the  result  of  rehabilitation  services 
and  were  more  employable  than  originally  judged. 

In  both  of  these  projects  it  became  apparent  that  any  extensive  M^ork 
with  these  groups  would  depend  upon  the  acceptance  of  a  broader  con- 
cept of  rehabilitation  and  more  adequate  financing. 

One  of  the  groups  long  neglected  is  the  mentally  retarded  (See  Sec- 
tion YII).  Approximate!}^  3  percent  of  the  population  may  be  classified 
as  mentally  retarded.  This  group  can  be  divided  roughly  as  follows : 
1  percent  will  be  able  to  benefit  from  the  special  education  programs 
in  our  public  schools  and  can  be  expected  to  make  a  reasonable  adjust- 
ment in  the  community.  Approximately  1  percent  will  be  partially  or 
totally  dependent  and  without  additional  community  services  may 
require  institutional  care.  The  middle  1  percent  will  include  many  who 
have  a  genuine  vocational  potential  which  will  not  be  achieved  without 
guidance,  training,  and  assistance  in  placement.  Although  the  exact 
number  of  persons  in  this  group  in  the  adult  population  is  not  known. 
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the  number  far  exceeds  all  other  groups  served  by  the  Vocational  Re- 
habilitation Service. 

Dnring  the  past  year  the  Vocational  Rehabilitation  Service  has,  for 
the  first  time,  assigned  the  equivalent  of  four  counselors  to  provide 
services  exclusively  for  the  mentally  retarded.  With  good  success  they 
niight  account  for  the  successful  training  and  placement  of  a  total  of 
GO  mentally  retarded  persons  per  year.  It  is  obvious  that  this  service 
will  need  to  be  greatly  increased  before  any  appreciable  number  of 
mentally  retarded  persons  can  be  served. 

The  Bureau  of  Social  AVork  of  the  Department  of  Mental  Hygiene 
has  made  an  outstanding  contribution  to  the  State  through  its  eiforts 
to  more  rapidly  return  mental  patients  from  state  hospitals  to  their 
homes  and  communities.  Its  supervised  casework  and  other  supportive 
services  to  patients  on  leave  from  mental  hospitals  helps  to  re-establish 
them  vocationally  as  well  as  socially. 

In  1955  this  committee  reconnnended  that  a  closer  working  relation- 
ship between  the  Bureau  of  Social  Work  in  the  Department  of  Mental 
Hygiene  and  the  Vocational  Rehabilitation  Service  in  the  Department 
of  Education  be  established  to  assist  a  greater  number  of  mental  patients 
leaving  state  hospitals  to  achieve  successful  vocational  rehabilitation.  A 
working  agreement  has  been  developed  between  the  two  agencies  but 
as  a  practical  matter  there  appears  to  be  much  to  be  desired  in  its 
implementation. 

The  following  situation  accounts,  in  part,  for  the  failure  to  achieve  the 
co-ordination  needed : 

The  patient  being  discharged  from  the  state  hospital  under  the  super- 
vision of  the  Bureau  of  Social  Work  may  no  longer  require  hospitaliza- 
tion, but  may  require  continued  supportive  therapy  and  psychiatric 
treatment  for  a  period  of  time  before  he  is  able  to  assume  the  responsi- 
bilities involved  in  a  plan  for  a  new  vocation. 

Although  these  services  are  clearly  the  responsibility  of  the  Depart- 
ment of  Mental  Hygiene,  the  present  staff  and  the  budget  of  the  Bureau 
of  Social  Work  are  not  able  to  provide  them.  In  turn,  the  Vocational 
Rehabilitation  Service  is  not  able  to  undertake  vocational  planning  until 
the  patient  has  recovered  sufficiently  to  assume  the  responsibility  in- 
volved in  a  vocational  plan.  However,  If  adequate  supportive  treatment 
and  casework  services  were  provided,  it  would  be  doubtful  if  the  pres- 
ent staff  of  the  Vocational  Rehabilitation  Service  could  serve  any  appre- 
ciable number  of  mental  patients.  It  may  develop  that  as  a  result  of 
better  supportive  services  through  the  Bureau  of  Social  Work  few  cases 
will  require  extensive  assistance  in  making  their  vocational  adjustment. 
Although  these  programs  hold  a  great  potential  for  reducing  the  cost  to 
the  State  for  institutional  care,  the  existing  situation  does  not  meet  the 
needs  of  many  patients. 
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RECOMMENDATIONS 

1.  That  Vocational  Reliabilitation  Service  in  the  Department  of  Edu- 
cation be  authorized  to  provide  evaluation  of  rehabilitation  poten- 
tials and  rehabilitation  services  to  handicapped  individuals  who,  as 
a  result  thereof,  can  achieve  such  ability  of  independent  living  as 
to  dispense  with  the  need  for  institutional  care  or  dispense  with  the 
need  of  an  attendant. 

2.  That  in  order  to  secure  the  maximum  benefits  from  the  treatment 
provided  in  state  hospitals  and  to  prepare  the  mentally  ill  patient 
for  full  acceptance  of  his  responsibilities  including  vocational  re- 
habilitation, the  after-care  program  of  the  Department  of  Mental 
Hygiene  be  straightened  and  extended  by  the  provision  of  medical 
and  psychiatric  services  of  a  therapeutic  or  supportive  nature. 

3.  That  the  Department  of  Mental  Hygiene  whenever  possible  or  appro- 
priate encourage  the  inclusion  of  representatives  of  Vocational  Re- 
habilitation Service  in  planning  and  developing  of  community 
mental  health  services  whenever  rehabilitation  is  to  be  Included. 


SUMMARY  OF  TESTIMONY 

Andrew  Marrin,  Chief, 

Vocational  ReJiahilitation  Service, 
State  Depart))} ent  of  Education 

Several  recommendations  concerning  vocational  rehabilitation  have 
been  made  in  the  first  report  of  the  senate  interim  committee  and 
progress  was  reported  in  carrying  out  these  recommendations  in  the 
statement  to  the  committee  as  published  in  the  1957  report.  I  should 
like  to  comment  briefly  on  further  developments. 

Regarding  the  role  of  the  Vocational  Rehabilitation  Agency  in  the 
field  of  developing  sheltered  workshops  we  have  attempted  with  our 
limited  administrative  staff  to  make  consultation  available  to  those 
community  agencies  seeking  to  establish  or  to  improve  workshops  for 
the  disabled  in  the  various  communities.  One  staff  member  has  been 
given  specific  responsibility  for  this  service  and  it  has  had  to  come  at 
the  expense  of  certain  other  responsibilities  of  equal  merit. 

One  of  the  major  steps  we  have  taken  has  been  to  attempt  a  survey 
of  all  sheltered  workshops  in  the  State.  This  is  the  first  time  to  our 
knowledge  that  this  has  been  done  and  a  copy  of  the  report  of  this 
survey  has  been  made  available  to  the  committee.  It  contains  much 
information  of  value  concerning  the  workshop  movement  in  California 
but  suggests  the  need  for  a  much  more  intensive  study  of  the  subject, 
preferably  by  a  voluntary  agency  which  possibly  could  obtain  a  re- 
search grant  under  Public  Law  565  for  this  purpose. 

In  addition  the  agency  has  attempted  to  draft  standards  for  various 
services  which  the  State  is  purchasing  from  workshops  for  the  disabled 
in  order  to  facilitate  the  rehabilitation  of  our  clients.  We  found  a 
bewildering  variation  in  terminology  and  definition  of  services  in  the 
many  workshops  in  the  State,  and  our  preliminary  efforts  to  develop 
standardized  nomenclature  and  definitions  undoubtedly  will  not  satisfy 
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all  persons  concerned.  However,  we  feel  it  is  urgent  to  work  towards 
the  development  of  standards  for  management,  personnel,  operations, 
and  services  and  we  wish  staff  were  available  to  assist  community 
groups  in  this  regard.  We  continually  receive  requests  from  many  com- 
munity organizations  wishing  to  establish  a  workshop  or  to  change  its 
orientation  and  it  is  becoming  increasingly  difficult  to  meet  these 
demands. 

In  the  1957  report  a  member  of  our  staff  reported  on  a  limited 
project  of  providing  services  to  the  homebound  in  the  Los  Angeles 
area.  This  project  has  been  terminated  as  such  although  some  of  the 
cases  remaining  have  been  absorbed  in  another  project  dealing  wdth 
the  severely  disabled.  The  reasons  for  the  termination  were  two.  First, 
the  loss  of  the  counselor  on  the  project  to  private  industry  and  since 
much  of  the  success  of  the  project  had  depended  upon  the  ingenuity 
and  enthusiasm  of  the  individvial  concerned,  it  was  not  possible  to 
replace  him.  Another  severe  blow  was  the  ruling  of  the  Division  of 
Industrial  Welfare  of  the  State  Department  of  Industrial  Relations 
that  in  our  machine  knitting  operation  tlie  homebound  clients  had  to  be 
termed  employees  and  as  such  were  subject  to  a  prohibitory  order.  This 
has  since  been  clarified  by  legislation  and  it  is  now  possible  to  exempt 
these  individuals  from  this  order  provided  the  Vocational  Rehabilita- 
tional  Agency  certifies  accordingly.  Unfortunately  the  organizational 
structure  which  had  been  developed  in  the  Los  Angeles  area  had  been 
disbanded  and  it  has  not  been  possible  to  reorganize  it  effectively 
enough  to  provide  homework  services  to  many  disabled  individuals. 

The  phenomenal  increase  in  the  population  of  the  State  of  California 
is  well  known  and  need  not  be  elaborated  upon.  In  the  budgeting  process 
the  Vocational  Rehabilitation  Agency  has  consistently  attempted  to 
keep  pace  with  the  increase  in  population  but  inasmuch  as  we  have 
been  tied  to  a  population  ratio  of  approximately  one  counselor  to  132,- 
000  population,  we  have  continued  to  lag  behind  the  needs  of  the  grow- 
ing handicapped  population.  In  the  budget  proposed  for  1959-1960  the 
agency  recommended  again  a  change  in  the  population  ratio  to  permit 
the  assignment  of  one  counselor  to  100,000  population  but  this  has 
been  reduced  by  the  Department  of  Finance  to  the  old  ratio. 

The  increase  in  population  alone  does  not  reflect  accurately  the 
increased  problems  of  disability  in  our  economy.  The  great  strides  made 
by  medicine  in  checking  the  progress  of  many  crippling  diseases  has 
also  had  the  effect  of  keeping  alive  many  patients  with  severe  disabilities 
who  within  our  lifetime  would  have  died  before  maturity.  The  tremen- 
dous increase  in  the  aging  population,  most  of  whom  are  limited  to  a 
greater  or  lesser  extent  by  chronic  diseases,  is  augmenting  the  problem 
and  agencies  and  industry  are  still  ill  prepared  to  cope  with  it. 

The  dilemma  of  the  vocational  rehabilitation  agencies  was  well  stated 
recently  by  Mr.  Philip  Schafer,  Regional  Representative  of  the  Office  of 
Vocational  Rehabilitation,  Department  of  Health,  Education,  and  Wel- 
fare. He  stated  in  part :  ' '  Unless  there  are  major  medical  breakthroughs 
in  the  next  10  years  which  reduce  disability  by  prevention  of  either  the 
disease  or  its  residual  disability  such  as  has  occurred  in  poliomyelitis, 
the  problem  of  disability  will  outgrow  even  a  substantial  augmentation 
of  the  current  level  of  available  skills  and  services.  We  are  being 
swamped.  We  are  fighting  a  rear-guard  action  against  disability  unless 
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all  disciplines  and  services  unite  in  the  early  introduction  of  total  serv- 
ices designed  to  prevent  disability  which  might  be  titled  'Preventative 
Rehabilitation. ' 

Manifestly  there  is  urgent  need  to  accelerate  all  possible  efforts  in  the 
prevention  of  diseases  and  crippling  injuries  and  birth  defects.  How- 
ever, it  would  be  unrealistic  to  suppose  that  within  our  lifetime  such 
preventative  measures  can  be  sufficiently  effective  to  obviate  the  neces- 
sity of  rehabilitation  services  for  the  vast  number  of  disabled  persons 
in  our  population. 

The  character  of  Vocational  Rehabilitation  Service  in  many  states  has 
undergone  a  change  due  to  manj^  causes.  In  California  efforts  were 
made  to  identify  that  segment  of  the  disabled  population  which  the 
agency  felt  was  its  prime  responsibility.  In  most  states  there  has  been 
an  acceleration  in  efforts  to  serve  a  more  severely  disabled  group  of 
people — public  assistance  recipients,  the  aged,  and  the  mentally  re- 
tarded; but  progress  to  date  has  been  extremely  spotty.  There  are  still 
wide  variation  between  the  states  in  the  manner  in  which  they  allocate 
funds  for  service.  In  California  provision  of  the  relatively  simple  type 
of  medical  and  surgical  care  has  diminished  considerably  with  the 
growth  of  various  types  of  health  and  insurance  programs.  The  physical 
restoration  services  presently  being  rendered  in  California  tend  to  be 
of  a  much  more  substantial  nature  involving  severe  disabilities  and 
naturally  costing  considerably  more.  By  contrast  the  State  of  North 
Carolina,  which  is  generally  representative  of  the  southern  states, 
spends  about  three-fourths  of  its  total  rehabilitation  funds  in  the  pro- 
vision on  physical  restoration  services.  This  is  primarily  due  to  the 
fact  that  public  and  private  health  programs  in  the  south  have  lagged 
far  behind  the  rest  of  the  country  and  in  effect  Vocational  Rehabilita- 
tion is  filling  this  gap  by  providing  a  vast  number  of  medical  services 
for  such  easily  correctable  conditions  as  hernia,  strabismus,  and  the 
like.  Dealing  with  a  great  proportion  of  severely  disabled  individuals 
the  California  Vocational  Rehabilitation  Agency  has  found  it  necessary 
to  purchase  many  more  assistive  devices  of  a  complex  nature.  Through 
the  expenditure  of  $2,000  or  $3,000  it  has  been  possible  to  save  quad- 
riplegics, for  example,  from  hopeless  dependency  and  place  them  in  a 
position  where  they  can  actually  become  self-supporting. 

The  agency  is  still  adhering  to  the  priority  principle  established  sev- 
eral years  ago  to  guide  the  staff  in  the  selection  of  cases.  Preference  is 
given  to  individuals  whose  disability  broadly  defined  is  greatest,  to 
public  assistance  cases,  to  the  industrially  injured,  and  to  persons  with 
dependents.  As  a  result  of  our  experience  in  dealing  with  some  of  the 
more  difficult  groups  it  has  been  possible  to  eliminate  some  of  the  lost 
motion  and  wasted  efforts  of  a  few  years  ago  so  that  fewer  cases  who 
offer  little  vocational  potentials  are  entering  the  loads  of  our  field 
counselors. 

The  agency  was  able  to  obtain  75  percent  federal  financing  for  a 
limited  special  project  of  rendering  intensive  service  to  the  mentally 
retarded,  one  of  the  largest  and  most  neglected  groups  of  disabled  in 
our  population.  The  equivalent  of  four  counselors  located  in  San  Fran- 
cisco, Oakland,  San  Jose.  Fresno,  Pasadena,  Los  Angeles  and  San  Diego 
are  working  intensively  with  mentally  retarded  applicants.  Referrals 
are  restricted  to  selected  agencies  and  organizations  and  it  is  hoped 
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that  much  will  be  learned  as  to  the  actual  vocational  potential  of  this 
group,  the  services  necessary  to  icstore  them  to  employment,  and  the 
feasibility  of  expanding  the  project. 

The  mentally  ill  still  represent  a  relatively  small  percentage  of  the 
total  caseload  in  the  agency  although  a  much  larger  percentage  present 
psychiatric  problems  which  have  never  been  sufficiently  severe  to  re- 
quiring institutionalization  but  which,  coupled  with  a  substantial  physi- 
cal handicap,  have  made  vocational  adjustment  an  extremely  difficult 
task.  An  excellent  referral  agreement  has  been  developed  between  the 
agency  and  the  Bureau  of  Social  Work  of  the  State  Department  of 
Mental  Hygiene,  but  it  has  not  been  truly  effective  on  the  operating 
level  and  considerable  improvement  is  needed  to  insure  that  cases  on 
leave  from  mental  hospitals  who  could  profit  from  vocational  rehabili- 
tation service  are  promptly  referred  and  to  prevent  the  referral  of 
individuals  whose  major  need  is  for  continued  psychiatric  care. 

Great  interest  is  being  shown  by  many  organizations  and  agencies  in 
the  proposed  federal  legislation  which  would  provide  additional  re- 
habilitation services  to  individuals  who  never  can  be  vocationally  reha- 
bilitated. This  legislation  is  termed  "Independent  Living  Rehabilita- 
tion" and  would  operate  under  two  criteria.  These  would  be  that  the 
individual  can  be  expected  to  be  released  from  an  institution  and  placed 
in  his  home  or  that  the  provision  of  services  would  free  an  attendant 
previously  required.  We  know  that  there  are  untold  thousands  of  such 
individuals  who  with  medical  or  surgical  care  or  assistive  devices  could 
be  helped  to  achieve  self-care  at  least.  At  the  present  time,  in  many  com- 
munities the  services  available  are  extremely  limited,  if  not  nonexistent. 
The  State  of  Washington  has  secured  a  state  appropriation  to  explore  the 
success  with  this  group  and  the  experiment  is  being  watched  with  great 
interest. 

The  California  Vocational  Rehabilitation  Service  is  experimenting 
with  about  300  cases  who  normally  would  not  be  expected  to  achieve 
self-support  through  full-time  employment.  This  project  is  termed 
"Limited  Employability"  and  while  a  vocational  objective  is  required 
in  each  case  it  is  close  to  the  concept  of  independent  living.  (It  may 
be  of  interest  to  note  that  the  first  of  these  limited  employability  cases 
closed  as  rehabilitated  was  found  to  be  fully  self-supporting,  which 
may  be  an  indication  of  the  lack  of  precision  in  our  ability  to  predict 
the  progress  of  even  very  severely  disabled  persons.) 

The  State  of  Washington  has  also  secured  state  funds  to  provide  a 
limited  program  of  orthodox  rehabilitation  services  to  nondisabled  re- 
cipients of  public  assistance.  Many  people  have  felt  that  the  counsel- 
ing, training,  and  other  services  available  to  the  disabled  through  the 
vocational  rehabilitation  programs  could  be  equally  successful  in  restor- 
ing to  self-supporting  status  individuals  receiving  public  assistance  who 
cannot  qualify  on  the  basis  of  a  disability.  Some  counties  are  exploring 
the  possibility  of  providing  these  services  through  their  own  resources 
but  there  is  need  for  a  broader  program  and  greater  emphasis. 

Because  of  its  severe  staffing  problem  the  last  few  years  the  agency 
has  taken  many  steps  to  improve  its  recruiting.  Consistent  efforts  have 
been  made  to  bring  the  salaries  of  rehabilitation  counselors  to  the  point 
where  we  can  attract  and  hold  the  qualified  people  needed  to  carry  on 
this  work.  Unfortunately  for  many  years  the  State  Personnel  Board  has 
bracketed  rehabilitation  counselors  with  social  workers  and  parole  offi- 
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eers  and  this  has  teuded  to  keep  sahiries  at  a  level  \vhieh  we  feel  is  not 
commensurate  with  the  responsibilities  of  the  rehabilitation  counselor's 
job.  The  result  has  been  that  we  have  lost  many  qualified  statf  members 
to  tiie  educational  field,  to  private  industr}^  and  to  voluntary  agencies. 
Natiouw'ide  recruiting  has  been  carried  on  for  the  past  two  years  and 
the  counselor  training  programs  in  the  various  colleges  and  univer- 
sites  have  been  an  excellent  source  of  well-trained  young  men  and 
women.  In  addition  the  minimum  qualifications  for  the  rehabilitation 
counselor  position  and  for  our  counselor  trainee  position  have  been 
broadened  to  permit  much  more  extensive  recruiting.  This  year  we 
are  in  a  position  for  the  first  time  to  fill  every  vacant  counselor  position 
in  the  program.  Peculiarly  enough  we  are  prevented  from  doing  this 
by  a  budgetary  jiroblem.  As  is  well  known,  each  year  the  Department 
of  Finance  in  preparing  the  budget  estimates  a  certain  percentage  of 
salary  savings  which  normally  would  accrue  through  tlie  inability  of 
the  agency  to  keep  its  positions  filled.  This  year  a  total  of  about  $70,000 
was  budgeted  for  salary  savings  at  a  time  when  our  recruiting  elforts 
of  the  past  two  years  had  made  it  possible  to  fill  our  positions  more 
rapidly  than  before.  The  agency  now  has  qualified  candidates  to  fill 
those  vacancies  but  is  given  to  understand  that  unless  these  positions 
are  kejit  vacant  sutficiently  long  to  meet  this  estimated  salary  savings 
figure  it  may  be  necessary  to  lay  off  staff  after  we  have  made  such  great 
efforts  to  recruit  them.  The  agency  lias  not  fully  explored  the  possibility 
of  relief  from  this  situation  but  it  ajipears  to  us  to  be  uneconomic  to 
the  State  to  maintain  this  principle  rigidly,  since  it  allow^s  for  no 
differential  between  agencies  which  make  efforts  to  carry  out  the  intent 
of  the  Legislature  by  filling  positions  and  those  agencies  which  find  it 
impossible  to  do  so. 

The  Disability  Determination  Program  brought  about  by  amend- 
ments to  the  Social  Security  Act  resulted  in  rapid  expansion  of  the  staff 
of  our  regional  offices.  Liberalization  of  the  program  as  a  result  of  the 
1957  amendments  has  greatly  increased  the  load  and  a  difficult  staffing 
problem  was  experienced  during  the  past  year  which  has  not  largely 
been  corrected.  Inasmuch  as  this  is  financed  100  percent  by  the  Federal 
Government,  we  do  not  have  the  problem  of  salary  savings  which  is 
causing  difficulties  in  the  general  program. 

Inasmuch  as  it  is  the  intent  of  Congress  that  all  claimants  for  bene- 
fits under  the  provisions  of  the  Social  Security  Act  be  considered  for 
possible  vocational  rehabilitation  services,  we  have  had  an  enormous 
task  of  screening  the  thousands  of  applicants.  In  the  past  six  months 
a  much  more  effective  screening  system  has  been  developed  which  will, 
we  hope,  reduce  the  flood  of  applications  which  in  the  past  have  been 
screened  by  our  district  offices  in  the  general  program.  Persons  qualify- 
ing for  either  the  disability  freeze  or  for  disability  benefits,  if  they  are 
age  50  or  over,  are  in  the  age  brackets  no  longer  attractive  to  industry 
and  with  chronic  crippling  conditions  which  tend  to  make  emplojTnent 
ditftcult  if  not  impossible. 

Our  staff'  is  accepting  the  most  hopeful  candidates  from  among  this 
group  but  find  them  as  complex  and  difficult  cases  as  any  in  the  load. 

Since  the  establishment  of  the  category  of  Aid  to  the  Needy  Disabled 
the  chief  of  that  bureau  and  the  chief  of  the  Vocational  Kehabilitation 
Service  have  worked  closely  together  in  an  effort  to  make  vocational 
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rehabilitation  services  available  if  possible.  Members  of  our  staff  have 
reviewed  applications  for  aid  under  this  category  but  because  of  hif^hly 
restrictive  eligibility  requirements  very  few  have  beeu  found  to  have 
any  employment  potential  to  date.  It  is  believed  that  this  program 
])rol)ably  will  ultimately  be  liberalized  and  groundwork  has  been  laid 
for  an  effective  co-operative  relationship  if  the  number  of  potentially 
employables  in  the  load  increases. 

The  program  for  medical  care  for  public  assistance  recipients  has 
not  made  an  appreciable  impact  upon  the  Vocational  Rehabilitation 
Program.  Members  of  our  staff  have  worked  wath  the  staff  of  the  medical 
care  program  on  ])roblems  of  fees  and  other  medical  care  arrangements. 
Inasmuch  as  medical  care  under  the  public  assistance  program  is  con- 
sidered to  be  a  matter  of  right  to  the  recipient,  Ave  have  instructed  our 
staff  to  explore  this  as  a  possible  available  resource  before  providing 
medical  services  from  vocational  rehabilitation  funds.  Unfortunately 
we  have  found  certain  counties  adopting  the  same  policy  which  has  led 
to  confusion. 

We  have  been  interested  in  observing  the  development  in  the  counties 
of  programs  under  the  Short-Doyle  Act  to  determine  the  nature  of  the 
rehabilitation  services  to  be  provided.  Since  thus  far  only  three  counties 
have  indicated  that  rehabilitation  will  be  a  part  of  their  progi'am,  we 
have  not  developed  any  relationships  to  co-ordinate  our  program  with 
tlieirs.  We  plan  very  shortly  to  confer  with  the  three  counties  concerned 
to  suggest  co-operative  activity. 

As  a  result  of  Public  Law  565,  Vocational  Rehabilitation  has  more 
demands  placed  upon  its  staff'  for  advice  and  consultation.  Sheltered 
workshops  and  rehabilitation  centers  particularly  are  badly  in  need  of 
help.  The  chief  of  the  Vocational  Rehabilitation  Service  has  been  ap- 
pointed as  a  consultant  to  the  Bureau  of  Hospitals  of  the  State  Depart- 
ment of  Public  Health,  to  assist  in  the  development  of  standards  for 
rehabilitation  centers  under  the  Hill-Burton  Hospital  Construction  Act. 
A  member  of  the  administrative  staff,  skilled  in  this  area,  has  served 
as  liaison  to  the  Bureau  of  Hospitals  and  has  assisted  in  the  review  of 
applications  for  grants  under  the  Hill-Burton  program. 

Of  considerable  importance  to  the  agency  was  the  action  in  July, 
1958,  by  the  State  Personnel  Board  raising  the  status  of  the  agency 
from  "bureau"  to  "section."  This  was  a  result  of  the  obvious  inequities 
of  classifying  our  program,  with  over  400  employees  and  a  budget 
approaching  six  million  dollars,  with  other  bureaus  whose  responsibili- 
ties were  only  a  fraction  of  this. 

For  working  purposes  the  agency  has  decided  to  use  the  name  Voca- 
tional Rehabilitation  Service. 

James  A.  Walker,  Regional  Supervisor 

Norihern  California, 

Vocational  Rehahilifation  Service 

Current  demands  upon  the  Vocational  Rehabilitation  Service  for 
large  scale  vocational  rehabilitation  services  for  the  mentally  retarded 
are  a  constant  reminder  to  us  of  the  present  inadequacy  of  our  service 
in  this  regard.  Although  we  have  served  the  mentally  retarded  for 
many  years,  the  numbers  have  been  small.  Based  on  the  unquestioned 
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need,  we  are  only  scratching  the  surface.  Historically  the  emphasis  in 
tJie  State's  rehabilitation  program  has  been  with  the  physically  handi- 
capped. Our  staff  is  expert  in  the  provision  of  services  to  the  physically 
impaired,  but  there  are  many  barriers  to  the  development  of  adequate 
service  for  the  mentally  retarded. 

(1)  The  provision  of  adequate  vocational  rehabilitation  service  for 
the  mentally  retarded  requires  staff  specially  trained.  At  present,  not 
only  are  there  no  funds  for  employing  additional  staff  members  of  this 
kind,  but  personnel  trained  in  rehabilitation  of  the  mentally  retarded 
are  extremely  scarce. 

(2)  Since  counseling  is  the  onlj'  direct  service  our  agency  provides, 
other  services  must  be  purchased  or  obtained  from  another  agency. 
Except  for  a  limited  number  of  sheltered  workshops,  there  are  few,  if 
any,  resources  available  for  adjustment  services  or  vocational  training 
after  the  mentally  retarded  student  leaves  the  public  schools.  Normal 
vocational  facilities  for  adults  are  not  prepared  to  cope  with  the  diffi- 
cult problems  presented  by  this  group. 

(3)  The  ultimate  goal  in  vocational  rehabilitation  is  employment; 
and  special  placement,  together  with  the  development  of  employment 
opportunities  for  any  quantity  of  such  cases,  would  be  rewarding  but 
difficult  and  exceedingly  time  consuming. 

(4)  The  number  of  the  mentally  retarded  needing  some  type  of  voca- 
tional rehabilitation  service  is  .so  great  that  if  we  attempted  to  develop 
a  comprehensive  service  for  this  group  with  our  current  budget,  there 
would  be  no  time  or  money  left  for  services  to  the  physically  impaired. 
If  we  were  to  assign  rehabilitation  counselors  to  work  only  witli  the 
special  education  classes  for  the  mentally  retarded  throughout  the 
State,  in  order  to  start  a  vocational  rehabilitation  program  upon  the 
completion  of  public  school  work,  our  entire  staff  could  be  used  in  this 
one  area  alone  and  this  does  not  provide  for  the  thousands  of  mentally 
retarded  adults  who  are  in  vocational  difficulties. 

Much  is  being  accomplished  in  a  limited  way  throughout  the  State  by 
private  agencies  and  public  schools.  Ketarded  youngsters  are  being 
handled  by  special  education  cla.sses  in  some  areas  in  such  a  way  that 
they  could  be  good  vocational  rehabilitation  candidates  as  young  adults 
providing  that  our  agency  had  the  trained  staff  and  case  service  funds 
to  work  with  them. 

Services  to  fit  the  mentally  retarded  for  employment  and  self-support 
in  a  society  such  as  ours  seems  important  indeed.  But  a  solution  to  the 
dilemma  of  providing  adequate  service  for  this  group  is  not  readily 
apparent.  We  need  to  know  more  regarding  the  extent  of  the  problem 
and  to  develop  new  techniques  of  service.  AYith  this  objective  in  mind, 
our  agency  will  welcome  any  project  established  by  the  State  Legisla- 
ture for  research  and  demonstration  as  has  been  proposed  by  several 
groups  throughout  the  State.  Such  a  project  could  be  designed  so  as  to 
assess  the  extent  of  the  problem  more  adequately  and  to  develop  addi- 
tional know-how  for  the  rehabilitation  of  this  extremely  worthwhile 
group. 
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George  K.  Wyman,  Director, 

Department  of  Social  Welfare,  presented  hy 

Mrs.  Elizabeth  MacLatchie,  Chief,  Division  of  Social  Security, 

Department  of  Social  Welfare 

I  am  pleased  to  have  the  opportunity  of  presenting  to  your  com- 
mittee information  about  the  Aid  to  Disabled  Program. 

This  program  was  approved  by  the  Legislature,  effective  October  1, 
1957.  Twelve  bills  had  been  introduced  during  the  1957  Legislative  Ses- 
sion to  establish  a  disabled  aid  program  with  definitions  of  disability 
ranging  from  liberal  to  restrictive.  The  legislative  history  of  efforts  to 
establish  a  program  for  the  totally  disabled  in  California  dating  back  to 
1950,  when  amendments  to  the  Social  Security  Act  first  made  this 
possible,  shows  that  the  Legislature  did  not  act  favorably  until  last 
year  because  of  concern  over  the  possible  costs  of  the  program. 

Senate  Bill  No.  1509  which  was  finally  approved  contains  a  very 
limiting  definition  of  disability  and  standard  of  assistance.  In  addition, 
and  contrary  to  most  other  welfare  legislation,  Senate  Bill  No.  1509 
specifically  provides  that  the  law  shall  not  be  liberally  construed. 

On  the  basis  of  the  very  narrow  definition  of  disability  in  the  law 
and  the  ceiling  of  $105  on  need,  the  department  estimated  about  13,000 
cases  would  be  approved  during  the  first  nine  months  of  operations,  at 
an  average  grant  of  $85  per  month.  This  proved  generous  since  on  July 
1,  1958,  the  number  of  persons  actually  receiving  aid  was  about  3,200, 
and  the  average  payment  $77  per  month.  The  caseload  has  become 
relatively  stable  with  a  monthly  increment  of  about  400  cases.  By  July 
1,  1959,  the  caseload  is  expected  to  be  6,000  cases,  assuming  no  change 
in  the  law. 

Who  Are  fhe  Disabled 

A  study  of  nearly  1,200  Aid  to  Disabled  recipients  for  whom  aid  was 
approved  during  the  first  six  months  of  the  program  reveals  the  fol- 
lowing : 

Half  of  the  Aid  to  the  Disabled  recipients  are  men  and  half  are 
women  with  an  average  age  of  51  years. 

Sixty-five  percent  live  in  their  own  homes  or  with  friends  or  relatives. 
The  remainder  live  in  hotels,  boarding  homes,  nursing  homes,  or  county 
hospitals. 

Half  of  all  recipients  have  never  married. 

Forty-nine  percent  received  some  type  of  public  assistance  (chiefly 
General  Relief)  before  qualifying  for  Aid  to  the  Disabled.  Three- 
fourths  had  no  income  other  than  the  assistance  grant. 

Only  12  percent  had  any  real  property.  More  than  70  percent  had  no 
personal  property. 

Almost  two-thirds  of  those  approved  for  Aid  to  the  Disabled  had 
"Diseases  of  the  Nervous  System  and  Sense  Organs"  and  "Diseases  of 
the  Musculoskeletal  System." 

The  most  frequent  diagnoses  for  men  were  "Cerebral  and  Spastic 
Paralysis,"  "Mental  Deficiency"  and  "Arthritis."  The  most  frequent 
diagnoses  for  women  Avere  "Arthritis,"  "Cerebral  Paralysis"  and 
' '  Mental  Deficiency. ' ' 

Of  the  reasons  for  disability,  most  disabilities  were  due  to  "disease" 
(70  percent)  and  "congenital  or  at  birth"  (20  percent). 
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Over  three-fourths  were  disabled  five  years  or  more ;  42  percent  had 
been  disabled  over  20  years. 

As  of  May,  1958,  the  average  grant  paid  to  persons  residing  outside 
of  institutions  was  $63.  The  average  grant  paid  to  persons  in  institu- 
tions was  $93. 

Defmifion  of  Disability 

To  be  eligible  for  Aid  to  the  Disabled  a  person  must  have  a  major 
physical  or  mental  impairment,  other  than  psychosis,  which  is  likely  to 
continue  throughout  his  lifetime  and  as  a  result  of  which  he  requires 
constant  and  continuous  care.  The  department's  original  regulations 
defined  "constant  and  continuous  care"  as  either:  (a)  needing  sub- 
stantial help  with  at  least  two  of  the  three  major  activities  of  daily 
living  (eating,  dressing  and  body  hygiene)  ;  or  (b)  if  mentally  handi- 
capped, needing  j)rotective  supervision  in  daily  living  activities.  Pursu- 
ant to  federal  requirements  disability  determinations  are  made  by  state 
medical  review  teams  on  the  basis  of  medical  and  social  information 
submitted  by  counties. 

Since  the  caseload  was  smaller  than  anticipated  and  the  disability 
criteria  appeared  to  discriminate  against  certain  disease  categories,  the 
department,  on  May  1,  1958,  changed  the  regulations  as  follows :  (a)  the 
chairbound  and  bedfast  were  included  irrespective  of  their  need  for 
help  with  the  major  activities  of  daily  living;  (b)  there  need  be  help 
with  only  one  major  activity  of  daily  living  rather  than  two;  and  (c) 
certain  cases  of  far-advanced  physical  disease  were  made  eligible  on 
the  basis  of  need  for  care  and  supervision. 

The  department  believes  this  definition  of  disability  is  as  liberal  as 
permitted  by  the  law. 

In  view  of  the  legislative  history  of  Aid  to  the  Totally  Disabled  in 
California,  it  is  felt  that  the  regulations  cannot  be  broaclened  without 
legislative  sanction. 

Standard  of  Assistance 

The  law  sets  a  maximum  of  $105  on  needs  which  may  be  allowed  in 
the  budget  and  also  states  that  the  grant  is  to  be  computed  by  adding 
to  available  income,  if  any,  a  money  amount,  the  sum  of  which  equals 
the  budget  or  $105,  whichever  is  less. 

Regulations  define  income  as  benefits  in  cash  or  in  kind  available 
from  whatever  source  to  meet  the  individual  needs.  Exceptions  to  this 
are:  (a)  money  paid  by  county  government  to  boarding  homes,  nursing 
homes  or  other  institutions  to  supplement  the  maximum  allowable  board 
and  care  rate  which  is  $90;  and  (b)  payment  by  relatives  or  agencies 
directly  to  A^endors  for  the  recipients'  medical  care. 

As  a  result  of  these  provisions  the  needs  of  Aid  to  Disabled  recipients 
are  less  adequately  met  than  those  receiving  Old  Age  Security,  Aid  to 
Needy  Children  or  Aid  to  Needy  Blind.  Assistance  standards  in  all 
programs  are  currently  being  reviewed  by  the  Social  Welfare  Board 
with  the  help  of  an  Advisory  Com.mittee  on  Assistance  Standards.  It  is 
anticipated  that  one  result  will  be  revision  of  the  basic  need  standard 
somewhat  upward. 

However,  since  some  disabled  persons  have  needs  which  are  not  allow- 
able within  the  amount  of  $105,  such  as  full-time  housekeeping,  attendant 
or  nursing  services,  there  will  still  be  a  group  of  persons  whose  needs 
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cannot  be  met  by  the  program.  If  these  services  are  being  paid  for  by 
a  relative,  voluntary  agency,  or  from  county  indigent  funds,  that  in- 
come must  be  deducted  from  $105  and,  therefore,  there  is  either  ineligi- 
bility to  Aid  to  tlie  Disabled  if  the  cost  of  the  services  is  in  excess  of 
$105,  or  there  is  a  disadvantage  to  the  individual  if  he  is  transferred 
from  the  General  Relief  Program. 

Medical  Care 

The  most  obvious  limitation  in  Aid  to  the  Disabled  is  lack  of  medical 
care  coverage.  The  totally  disabled  group  have  a  greater  need  for  medi- 
cal care  than  other  recipient  groups  and  the  1959  Legislature  may 
wish  to  consider  such  coverage  for  the  disabled. 

Since  the  cost  of  health  services  for  this  group  may  well  be  sub- 
stantially greater  than  the  premuims  paid  ($6  per  month)  into  the 
Medical  Care  Fund  for  adults  in  the  other  categories  of  aid,  the  amount 
of  medical  care  furnished,  in  all  probability,  will  be  less  than  the  medi- 
cal care  furnished  for  the  otlier  categories,  unless  the  Legislature  feels 
that  a  greater  premium  should  be  paid. 

Rehabilitation  Services 

Regarding  rehabilitation.  Section  4002  of  the  Aid  to  the  Disabled 
Law  provides  as  follows : 

In  administering  this  chapter  the  Department  of  Social  Welfare 
shall  encourage  the  rehabilitation  or  employment  of  the  recipient 
if  it  appears  that  with  proper  care  and  training  such  person  may 
become  wholly  or  partially  self-supporting.  The  policy  shall  be 
followed  of  granting  the  aid  to  the  recipient  in  his  own  home  or 
in  some  other  suitable  home  of  his  own  choosing,  in  preference  to 
placing  him  in  an  institution. 

Nine  months  of  experience  in  the  Aid  to  the  Disabled  Program  shows 
that  while  this  group  of  recipients  has  very  limited  potential  for  voca- 
tional rehabilitation,  there  is  much  that  can  be  done  to  help  them 
achieve  self-care.  In  some  instances,  this  could  result  in  the  release  of 
able-bodied  persons  in  the  home  for  full-time  employment,  thus  reduc- 
ing assistance  costs.  It  would  be  helpful  if  the  law  were  modified  to 
include  self-care  as  a  rehabilitation  objective. 

Generally  speaking,  the  Aid  to  the  Disabled  recipients  have,  and 
are  living  at  a  much  lower  level  than  recipients  of  other  types  of  assist- 
ance. Any  rehabilitation  or  restorative  services  must,  of  necessity,  be 
limited  because  of  the  limited  funds.  You  may  want  to  consider  some 
of  tliese  problems  in  your  deliberations. 

In  addition  to  the  report  on  the  disabled  program  you  ask  whether 
or  not  the  department  has  an  opinion  concerning  the  desirability  of 
legislation  providing  for  a  program  of  vocational  rehabilitation  services 
to  nondisabled  relief  recipients.  We  have  an  employment  consultant  in 
the  department  and  a  number  of  counties  have  specialized  employment 
officers.  These  people  are  engaged  in  trying  to  place  relief  recipients  in 
employment  and  we  believe  they  could  do  a  more  effective  job  if  there 
was  the  additional  resource  of  training  courses  for  certain  types  of 
nondisabled  people. 
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M.  E.  Porter,  M.D., 

Director,  Department  of  Mental  Hygiene 

I  am  veiy  pleased  tliat  the  Committee  on  the  lleliabilitation  of  the 
Handicapped  is  devoting  so  much  time  and  attention  to  the  problems 
of  the  rehabilitation  of  the  mentally  handicapped,  both  the  mentally  ill 
and  the  mentally  retarded,  because  I  have  always  felt  that  physical  and 
mental  handicaps  should  be  considered  together. 

In  advancing  the  rehabilitation  program  for  our  mentally  ill  and 
mentally  retarded  patients,  the  Department  of  Mental  Hygiene  feels 
the  need  for  strengthening  of  its  After-care  Program.  Currently  this 
program  is  conducted  by  the  department's  Bureau  of  Social  Work  with 
psychiatric  social  workers  covering  the  entire  State,  providing  rehabili- 
tation consultation  to  our  patients  on  leave  of  absence  as  they  return  to 
the  community. 

Medical  consultation  to  this  service  is  provided  on  a  part-time  basis 
by  the  existing  medical  staffs  of  our  hospitals  and  we  recognize  the  need 
for  full-time  psychiatric  consultation  to  our  patients  on  leave  of  absence 
as  well  as  to  the  psychiatric  social  workers  in  the  Bureau  of  Social 
Work.  Such  additional  medical  care  would  be  provided  by  additional 
physicians  at  each  of  our  hospitals  who  would  be  responsible  for  this 
expanded  rehabilitation  service.  The  department  believes  that  such  a 
program  will  materially  increase  the  number  of  patients  that  are  able 
to  return  to  the  community  from  our  hospitals  and  improve  their  com- 
munity adjustment  and  convalescence,  leading  towards  ultimate  dis- 
charge. 

In  response  to  the  suggestion  by  the  California  Conference  for  Re- 
tarded Children  the  two-day  care  hospitals  be  established,  one  in  Los 
Angeles  and  one  in  San  Francisco  to  provide  expanded  service  for 
mentall}^  retarded  patients  in  the  community,  some  of  whom  are  on  the 
waiting  list  for  admission  to  our  existing  hospitals,  it  should  be  noted 
that  such  a  program  calls  for  the  acquisition  of  property  and  buildings 
suitable  for  such  day-care  hospitals  and  this  would  be  a  new  policy  on 
the  part  of  the  department. 

With  an  existing  waiting  list  for  the  established  hospitals,  the  ques- 
tion arises  as  to  whether  available  funds  should  be  devoted  to  improv- 
ing the  facilities  at  our  present  hospitals  or  should  be  utilized  in  con- 
nection with  this  proposed  new  policy  of  day-care  hospitals.  The  princi- 
ple of  day  care  in  a  psychiatric  hospital  is  well  established  throughout 
the  country  and  in  California  and  it  would  seem  preferable  to  explore 
the  possibility  of  utilizing  existing  facilities  for  this  purpose  rather 
than  to  embark  on  a  new  and  relatively  expensive  policy  at  this  time. 
In  this  way  experience  could  be  gained  as  to  the  need  for  such  a  service 
and  the  results  from  such  a  service. 

William  H.  Wilsnack,  Assistant  Chief  of  Social  Service, 
Department  of  Mental  Hygiene 

After  care  is  the  period  of  convalescence  and  rehabilitation  following 
hospital  care.  It  is  intended  to  assure  that  the  patient  may  leave  the 
hospital  at  the  earliest  possible  time  and  under  optimum  conditions 
for  the  continuation  and  securing  of  his  recovery  from  illness. 
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The  Department  of  Mental  Hygiene  has  always  had  an  after  care 
program.  Over  the  years  it  has  steadily  extended  and  improved  the 
program.  It  is  now  considering  some  further  major  steps  forward  so 
that  aftercare  services  may  be  available  to  all  hospital  patients  who 
need  them. 

The  aftercare  in-ogram  currently  stresses  the  social  rehabilitation 
of  the  patient.  It  is  now  felt  that  sneh  rehabilitation  may  be  enhanced, 
extended  and  secured  by  provision  of  medical  and  psychiatric  services 
of  a  therapeutic  or  supportive  nature  in  conjunction  with  the  existing 
social  services  and  by  overall  efforts  to  improve  all  parts  of  the  after- 
care program. 

The  best  evidence  of  the  significance  of  aftercare  has  been  our  past 
two  years  of  holding  line  on  population.  To  date  the  aftercare  program 
has  achieved  the  annual  release  on  convalescent  leave  status  of  roughly 
10,000  patients  a  year,  a  net  of  nearly  7,000  after  accounting  for  pa- 
tients needing  rehospitalization.  Over  6,000  of  these  convalescent  pa- 
tients a  year  are  discharged  from  care.  Services  of  the  aftercare  pro- 
gram include  provision  of  foster  family  care  to  1,300  patients,  place- 
ment of  300  patients  in  supervised,  protected  employment,  and  a  variety 
of  community  services  including  recreation  and  social  activities,  help 
in  securing  training  and  employment,  counseling  in  dealing  with  life 
problems,  assistance  in  securing  financial,  medical  and  legal  services, 
half-way  house  care  for  those  moving  toward  independence,  assistance 
of  volunteers  in  offering  small  services  to  patients,  and  moral  support 
and  practical  help  from  organized  groups  of  patients'  relatives. 

In  addition,  this  year  for  the  first  time  the  Department  of  Mental 
Hygiene  has  had  three  aftercare  clinics,  two  at  hospitals  for  the  men- 
tally ill  and  one  at  a  hospital  for  the  mentally  retarded.  It  is  the  inten- 
tion of  these  clinics  to  provide  additional  needed  psychiatric  and  medi- 
cal services  to  patients  going  on  convalescent  leave  from  these  hospitals, 
and  to  permit  the  release  of  larger  numbers  of  patients  from  the  hos- 
pital than  would  ordinarilj^  be  the  case.  It  is  still  too  early  to  report  in 
detail  on  the  accomplishments  of  these  clinics,  but  the  Department  of 
Mental  Hygiene  is  convinced  they  are  valuable  additions  to  the  after- 
care program  and  should  be  extended  to  all  of  the  hospitals. 

The  Department  of  Mental  Hygiene  has  recently  formulated  some 
definite  plans  for  carrying  improvements  of  the  after  care  program 
further.  They  fall  essentially  into  two  parts :  extension  of  the  after- 
care clinics'  program,  and  reinforcement  of  the  aftercare  social  service 
program  of  the  department's  Bureau  of  Social  Work  by  provision  of 
psychiatric  and  medical  services  to  patients  on  convalescent  leave  who 
are  not  being  seen  in  after  care  clinics. 

The  aftercare  clinics'  program  envisions  a  clinic  at  each  liospital 
except  Atascadero.  The  basic  nucleus  of  such  a  clinic  would  be  a  chief 
psychiatrist  and  tW'O  other  psychiatrists,  a  psychiatric  social  worker, 
a  clinical  psychologist  and  clerical  staff.  Such  a  unit  would  be  able  to 
l)rovide  direct  services  at  any  one  time  to  200  convalescent  patients 
plus  indirect  services  in  relation  to  families,  other  agencies  and  con- 
sultations with  Department  of  Mental  Hygiene  staff,  and  activities  not 
entirely  related  to  convalescent  patients  such  as  participation  in  the 
research  and  training  programs  of  the  hospital.  Direct  services  would 
include  psychotherapy,  drug  and  somatic  therapy,  physical  and  mental 
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examinations,  gronp  therapy  and  counseling.  It  is  felt  these  acti^nities 
for  selected  patients  wonld  help  ensure  their  opportunity  to  remain  on 
leave  and  help  provide  leave  for  more  patients.  It  is  believed  that  each 
clinic  should  be  located  at  the  hospital  although  permitted  to  give 
services  away  from  the  hospital  wherever  indicated. 

Additional  medical  and  psychiatric  services  for  patients  not  served 
by  the  aftercare  clinic  would  be  provided  in  eonjuction  with  the 
social  services  offered  by  the  Bureau  of  Social  Work  to  all  of  these 
patients.  The  bureau  services  are  distributed  throughout  the  State  in 
keeping  with  the  distribution  of  leave  patients,  the  bureau  policies 
intend  equal  services  to  all.  This  plan  visualizes  the  allocation  of  psy- 
chiatrists to  hospitals  in  keeping  with  their  leave  population  and  moA^e- 
ment  who  could  be  located  by  the  hospitals  in  appropriate  field  offices 
of  the  Bureau  of  Social  Work  and  would  review  patients'  progress, 
make  psychiatric  evaluations,  make  medical  examinations,  prescribe 
changes  in  the  rehabilitation  program,  give  some  direct  treatment,  in- 
cluding the  prescribing  of  drugs,  consult  with  the  social  workers  on 
special  problems  and  determine  the  final  disposition  of  leave  eases. 
The  Stockton  aftercare  clinic  has  formulated  a  guiding  policy  for 
securing  or  offering  services  of  this  sort :  that  the  psychiatric  and  medi- 
cal needs  of  leave  patients  be  provided  first  of  all  by  local  resources 
wherever  they  exist,  next  by  hospital  staff  at  locations  as  close  as  possi- 
ble to  where  the  patients  live,  and  finally,  lacking  these  opportunities, 
by  having  the  patient  return  to  the  hospital  for  these  services. 

William  B.  Beach,  Jr.,  M.D. 
Psychiatric  Consultani,  Northern  California, 
State-local  Mental  Health  Services, 
Department  of  Mental  Hygiene 

In  describing  the  implementation  of  the  Short-Doyle  Act,  I  will  first 
briefly  outline  what  progress  has  been  made  to  date  in  this  regard  and 
then  devote  the  majority  of  time  to  a  description  of  the  services  offered 
under  the  rehabilitation  provisions  of  this  legislation. 

In  the  approximately  eight  months  of  operation  of  the  Short-Doyle 
program,  considerable  activity  has  occurred  on  the  local  level.  As  you 
know,  five  services  are  possible  under  the  Short-Doyle  Act — three  of 
them  direct  patient  services,  and  two  of  them  not  involving  direct  pa- 
tient contact — namely,  the  psychiatric  consultation  and  the  information- 
education  services.  These  services  are  for  patients  on  a  voluntary  basis 
who  are  unable  to  obtain,  or  cannot  afford,  private  care. 

I  will  briefly  list  the  current  existing  programs  and  the  services 
they  include.  At  this  time  there  have  been  12  approved  programs,  11 
of  them  county  programs  and  one  a  city  program.  In  addition,  the 
13th  community,  the  City  of  Santa  Monica,  is  in  the  process  of  develop- 
ing outpatient  and  consultation  services  to  make  a  total  of  13  local 
programs.  There  are  still  several  local  programs  which  are  now  being 
considered  in  A'arious  counties,  but  whether  or  not  implementation  will 
be  accomplished  in  this  fiscal  year  is  not  as  yet  determined.  The  total 
amount  of  state  reimbursement  for  these  13  city  and  county  programs, 
which  includes  the  proposed  Santa  Monica  program,  amounts  to  $1,241,- 
099.04.  The  State  Legislature  has  appropriated  $1,600,000.00  for  the 
Fiscal  Year  1958-59.  In  those  programs  having  outpatient  clinics  a  va- 
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riety  of  treatment  proorams  are  involved.  Some  clinics  limit  themselves 
to  children,  some  to  adnlts,  and  some  are  for  all  ages. 

"The  12  approved  programs  with  the  services  offered  are  as  follows: 

Monterey  County — outpatient ;  education ;  consultation  ;  inpatient. 

Santa  Cruz  County — outpatient;  education;  consultation. 

City  of  San  Jose — education;  consultation. 

San  Mateo   County — outpatient ;   inpatient ;   consultation  ;   educa- 
tion; rehabilitation. 

Sonoma  County — outpatient;  consultation;  rehabilitation. 

San  Joaquin  County — outpatient ;  inpatient ;  consultation ;  educa- 
tion; rehabilitation. 

Santa  Clara  County — outpatient ;  consultation  ;  education. 

Contra  Costa  County — outpatient ;  inpatient ;  consultation. 

Alameda  County — education ;  consultation. 

City  and  County  of  San  Francisco — inpatient;  outpatient;  con- 
sultation. 

Ventura  County — outpatient ;  consultation ;  education. 

Kern  County — outpatient ;  consultation. ' ' 

In  addition,  the  City  of  Santa  Monica  plans  outpatient  and  consulta- 
tion services. 

With  regard  to  the  rehabilitation  services  provided  under  the  Short- 
Doyle  Act,  the  interpretation  of  the  Department  of  Mental  Hygiene 
in  general  has  been  to  provide  for  time  and  prognosis  limitations.  We 
define  rehabilitation  as :  "  Restoration  of,  or  improvement  of,  ability  to 
function  through  compensation  for  deficiencies  and  disabilities."  This 
concept  implies  the  anticipation  of  functioning  without  the  need  for 
long-term  supportive  treatment.  It  is  essential  to  note  that  all  of  the 
services  provided  under  the  Short-Doyle  Act,  whether  labeled  as  re- 
habilitation or  not,  do  provide  direct  or  indirect  rehabilitation  services 
to  patients.  These  services  are  in  the  form  of  outpatient  evaluations, 
treatment,  hospitalization,  and  consultation  to  health,  welfare,  and  rec- 
reation departments  working  with  former  patients.  Through  these 
activities  rehabilitation  is  carried  on  even  though  they  are  not  specifi- 
cally labeled  as  such. 

It  should  be  noted  that  the  services  provided  under  the  Short- 
Doyle  Act  are  limited  to  psychiatric  disorders,  but  they  are  not  limited 
to  any  single  psychiatric  diagnosis.  ]\Iental  retardation  is  a  psychiatric 
diagnosis.  Any  service  provided  for  psychiatric  patients  may  be  pro- 
vided for  mentally  retarded.  No  psychiatric  patient  is  denied  services  by 
reason  of  his  diagnosis. 

As  I  indicated  initially,  three  counties  in  Northern  Califorina  have 
provision  for  Short-Doyle  rehabilitation  services.  Budgetwise  these  are 
the  smallest  services  in  the  Sonoma  and  San  Joaquin  County  programs ; 
although  San  Mateo  has  a  budget  for  this  service  that  is  approximately 
25  percent  of  the  inpatient  budget  and  10  percent  of  their  total  budget. 

Sonoma  County 

The  rehabilitation  services  are  those  services  rendered  to  persons 
who  were  recent  patients  in  state  hospitals  and  who  were  referred  by 
the  hospital  or  by  the  Department  of  Mental  Hygiene.  These  services 
may  include:  (a)  individual  or  group  therapy;  (b)  conferences  or  col- 


42  EDIJCATIOX    AXD    REHABILTTATIOX    OF    THE    HANDICAPPED 

laborative  therapy  with  significant  persons,  such  as  employers,  etc. ;  (c) 
re-evaluation  of  potentials  for  assuming  family  and  work  responsibility, 
and  assistance  in  temporary  child  placement;  (d)  aid  in  obtaining 
vocational  retraining  or  job  placement. 

Approximately  10  percent  of  the  clinic  staff's  time  is  spent  directly 
or  indirectly  with  these  recently  hospitalized  patients. 

San  Joaquin  County 

This  program,  as  you  know,  is  a  brand  new  program  with  no  pre- 
existing pattern  to  guide  them  in  their  development  or  expansion.  It 
is  their  intention  to  provide  rehabilitation  services  on  a  very  limited 
basis  until  specific  needs  have  been  ascertained.  In  general,  this  service 
is  planned  to  assist  patients  through  the  utilization  of  the  services 
of  other  agencies.  Famil}^  counseling  and  interagency  conferences  are 
included.  Long  range  planning  is  in  the  direction  of  day-night  care,  if 
the  experience  gained  seems  to  indicate. 

San  Mateo  County 

This  county  provides  the  most  extensive  services  under  the  Short- 
Doyle  program.  Their  objective  is  the  rehabilitation  of  individuals  with 
emotional  disturbance  through  their  consultation  service,  and  to  assist 
in  the  rehabilitation  of  individuals  with  physical  disease  or  handicap 
where  emotional  disturbances  interfere  with  recovery.  In  this  particular 
eountj^  they  have  estimated  that  the  inpatient  service  discharges  close 
to  100  patients  a  month  of  which  an  average  of  27  are  returned  to  the 
community  in  need  of  follow-up  and  additional  help. 

In  addition  to  these  three  services,  Alameda  County  is  interested  in 
establishing  rehabilitation  services,  but  this  is  not  in  the  current  year's 
plan.  The  City  of  Berkeley,  in  its  Planning  and  Steering  Committee 
for  implementation  of  the  provisions  of  Short-Doyle,  has  expressed 
considerable  interest  in  placing  major  emphasis  on  rehabilitation.  There 
is  an  increasing  awareness  by  all  concerned  with  the  need  for  psychiatric 
rehabilitation  for  the  mentally  ill  and  the  mentally  retarded. 


SECTION 


VOCATIONAL  REHABILITATION  OF 
INDUSTRIALLY  INJURED  WORKERS 

In  1952  the  Senate  Interim  Committee  on  Education  and  Rehabilita- 
tion of  Handicapped  Children  and  Adults  made  a  preliminary  study  in 
San  Diefjo  County  of  the  rehabilitation  needs  of  industrially  injured 
workers  who  had  received  permanent  disability  ratings  during  the  year 
1951.*''  As  a  result  of  this  study  and  of  testimony  presented  during  1952 
and  1953,  the  committee  sponsored  legislation  in  1955  that  would  have 
created  a  fund  to  meet  the  cost  of  vocational  rehabilitation  for  industri- 
ally injured  workers.  This  legislation,  although  not  passed,  was  amended 
to  provide  funds  for  the  operation  of  a  pilot  project  to  study  the  extent 
of  need  for  vocational  rehabilitation  of  the  industrially  injured  and 
other  related  problems.  This  study  is  budgeted  through  June  30,  1959. 
A  progress  report  as  of  September  30,  1958,  is  contained  in  this  report.'' 
(Section  IV.) 

BACKGROUND 

The  history  of  workmen's  compensation  is  a  part  of  the  history  of 
both  labor  and  industry  in  their  adjustment  to  social  change.  The  ac- 
ceptance of  the  principle  of  liability  without  fault  by  the  employer  and 
his  giving  up  of  his  common  law  defenses  and  the  employee 's  acceptance 
of  arbitrary  limits  for  his  indemnity  has  required  the  development  of  a 
new  set  of  economic  and  legal  theories.  Earliest  and  most  prominent  of 
the  economic  theories  is  that  of  occupational  risk,  which  holds  that  the 
risk  for  economic  loss  through  personal  injury  in  the  course  of  employ- 
ment should  be  borne  by  the  industry.  The  economic  loss  from  such 
disablements  is  considered  a  cost  of  production  and  should  be  incorpo- 
rated in  the  price  of  the  product.'' 

Following  the  theory  of  "occupational  risk"  was  the  development  of 
the  rationale  to  justify  the  system  that  has  evolved,  which  is  referred 
to  as  the  principle  of  "least  social  costs"  and  which  maintains  that 
the  justification  for  workmen's  compensation  was  that  it  reduced  to  a 
minimum  the  economic  loss  resulting  from  industrial  accidents.'" 

The  numerous  decisions  of  the  courts  relating  to  workmen's  compen- 
sation have,  for  the  most  part,  dealt  with  details  of  the  individual  state 
laws.  The  two  legal  theories  that  most  nearly  embrace  the  total  concept 
of  workmen's  compensation  are  known  as  the  "social  compromise"  and 
the  "status"  theories.  The  first  is  set  forth  in  the  decision  of  the  Sup- 

»  Section  IV  of  this  report  and  see  1953  Ileport  of  Senate  Interim  Committee  on  Edu- 
cation and  Reiiabilitation  of  Handicapped  Children  and  Adults. 

^TS.  H.  Downey,  Work7>ic7i's  Compensation  (New  York:  The  Macmillan  Company, 
1924),  pp.  19-20. 

'  Edwin  K.  Witte.  "Tlie  Theory  of  Workmen's  Compensation,"  American  Labor  Legis- 
lation Review,  December,  1930,  p.  411. 

(4H) 
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reme  Court  in  the  case  of  Stertz  vs.  Industrial  Insurance  Company  in 
1916  which  states:  "Our  act  came  of  a  great  compromise  between  em- 
ployers and  employees.  Both  had  suffered  under  the  old  system,  the 
employers  by  heavy  judgments  of  which  half  was  opposing  lawyer's 
booty,  the  workmen  through  the  defenses  or  exhaustion  in  wasteful 
litigation.  Both  wanted  peace.  The  master  in  exchange  for  limited 
liability  was  willing  to  pay  on  some  claims  in  the  future  where  in  the 
past  there  had  been  no  liability  at  all.  The  servant  was  willing  not  only 
to  give  up  trial  by  jury,  but  to  accept  far  less  than  he  had  often  won  in 
court  provided  he  was  sure  to  get  a  small  sum  without  having  to  fight 
for  it."  This  statement  by  the  Court  describes  in  brief  the  problem 
workmen's  compensation  laws  attempted  to  solve.  The  status  theory 
presents  a  legal  doctrine,  that  has  proved  to  be  more  enduring  than  the 
rationale  that  described  the  means  by  which  workmen's  compensation 
legislation  was  arrived  at.  The  status  theory  is  most  clearly  set  fortli  in 
the  decision  of  the  U.  S.  Supreme  Court  in  the  case  of  Cudahy  Packing 
Company  v.  Parramore,  1924:  "Workmen's  compensation  legislation 
rests  upon  the  idea  of  status,  not  upon  the  implied  contract ;  that  is 
upon  the  conception  that  the  injured  workman  is  entitled  to  compensa- 
tion for  the  injury  sustained  in  the  service  of  an  industry  to  whose 
operation  he  contributes  his  work  as  the  o^vner  contributes  his  capital — 
one  for  the  sake  of  wages  and  the  other  for  the  sake  of  profits.  The 
liability  is  based,  not  upon  an  act  or  omission  by  the  employer,  but  upon 
the  existence  of  the  relationship  which  the  employee  bears  to  the  em- 
ployment because  of,  and  in  the  course  of  which  he  has  been  injured." 

Although  these  economic  and  legal  theories  set  forth  above  developed 
after  the  fact,  they  provided  a  frame  of  reference  for  successive  acts 
and  court  decisions. 

Before  workmen's  compensation  laws  were  enacted,  an  injured 
worker  sued  his  employer  for  damages  and  had  to  prove  that  the  injury 
was  due  to  negligence  by  the  employer.  The  court  remedy  was  slow, 
costly,  and  uncertain. 

By  the  close  of  the  Nineteenth  Century  it  was  a  well-established 
principle  of  common  law  that  the  master  or  employer  was  responsible 
for  the  injury  or  death  of  an  employee  resulting  from  a  negligent  act 
by  the  employer.  As  industrial  and  commercial  enterprises  expanded, 
coincident  with  machine  production,  the  number  of  industrial  accidents 
and  the  number  of  personal-injury  suits  increased.  It  became  apparent 
that  the  accepted  common  law  defenses  of  "contributory  negligence," 
* '  assumption  of  risk, ' '  and  ' '  negligent  act  of  a  fellow  servant ' '  were  be- 
ing applied  so  rigidly  as  to  defeat  just  claims  of  many  injured  workers. 

Between  1900  and  1910  three  states  adopted  employer  liability  stat- 
utes in  an  effort  to  remove  some  of  the  emploj^ers '  common  law  defenses 
and  provide  the  worker  with  a  better  chance  in  court.  In  1911  the  first 
workmen's  compensation  law  now  in  effect  in  the  United  States  was 
passed.  By  1915,  30  states  had  enacted  compensation  laws,  and  each 
year  has  seen  an  extension  of  the  principle  of  workmen's  compensation. 

The  history  of  compensation  legislation  shows  that  state  legislators 
intended  to  enact  compensation  laws  to  cover  certain  fundamental 
points.  These  include : 

1.  To  provide  certain,  prompt  and  reasonable  compensation  to  in- 
jured workers  and  their  dependents. 
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2.  To  free  the  courts  from  delay,  cost,  and  the  tremendous  workload 
created  by  personal  injury  litigations. 

3.  To  relieve  public  and  private  charities  of  financial  drain  caused  by 
uncompensated  industrial  accidents. 

4.  To  eliminate  economic  waste  in  payment  of  fees  to  lawyers  and 
witnesses,  and  to  save  the  time  consumed  by  trials  and  appeals. 

5.  To  eliminate  preventable  accidents  and  to  reduce  the  cost  and 
sufferinti'  caused  by  industrial  injuries. 

The  fundamental  principle  of  workmen's  compensation  legislation  is 
that  the  injured  worker  receives  a  stipulated  amount,  regardless  of  who 
is  at  fault  in  the  accident,  from  his  employer  or  his  insurer ;  and  in  re- 
turn he  gives  up  his  right  to  sue  his  employer  at  common  law  for  in- 
juries that  fall  within  the  scope  of  the  workmen's  compensation  law. 

On  November  5,  1918,  Section  21  of  Article  XX,  was  added  to  the 
California  Constitution  which  reads  as  follows: 

' '  The  Legislature  is  hereby  expressly  vested  with  plenary  power, 
unlimited  by  any  provision  of  this  Constitution,  to  create,  and  en- 
force a  complete  system  of  workmen's  compensation,  by  appropri- 
ate legislation,  and  in  that  behalf  to  create  and  enforce  a  liability 
on  the  part  of  any  or  all  persons  to  compensate  any  or  all  of  their 
workmen  for  injury  or  disability,  and  their  dependents  for  death 
incurred  or  sustained  by  the  said  workmen  in  the  course  of  their 
employment,  irrespective  of  the  fault  of  any  party.  A  complete  sys- 
tem of  workmen's  compensation  includes  adequate  provisions  for 
the  comfort,  health  and  safety  and  general  welfare  of  any  and  all 
workmen  and  those  dependent  upon  them  for  support  to  the  extent 
of  relieving  from  the  consequences  of  any  injury  or  death  incurred 
or  sustained  by  workmen  in  the  course  of  their  employment,  irre- 
spective of  the  fault  of  any  party ;  also  full  provision  for  securing 
safety  in  places  of  employment;  full  provision  for  such  medical, 
surgical,  hospital  and  other  remedial  treatment  as  is  requisite  to 
cure  and  relieve  from  the  effects  of  such  injury ;  full  provision  for 
adequate  insurance  coverage  against  liability  to  pay  or  furnish 
compensation ;  full  provision  for  regulating  such  insurance  cover- 
age in  all  its  aspects  including  the  establishment  and  management 
of  a  State  Compensation  Insurance  Fund ;  full  provision  for  other- 
wise securing  the  payment  of  compensation ;  and  full  provision  for 
vesting  power,  authority  and  jurisdiction  in  an  administrative 
body  with  all  the  requisite  governmental  functions  to  determine 
any  dispute  or  matter  arising  under  such  legislation,  to  the  end 
that  the  administration  of  such  legislation  shall  accomplish  sub- 
stantial justice  in  all  cases  expeditiously,  inexpensively,  and  with- 
out incumbrance  of  any  character ;  all  of  which  matters  are  ex- 
pressly declared  to  be  the  social  public  policy  of  this  State,  binding 
upon  all  departments  of  the  State  Government. 

"The  Legislature  is  vested  with  plenary  powers,  to  provide  for 
the  settlement  of  any  disputes  arising  under  such  legislation  by 
arbitration,  or  by  an  Industrial  Accident  Commission,  by  the 
courts,  or  by  either,  any,  or  all  of  these  agencies,  either  separatel}^ 
or  in  combination,  and  may  fix  and  control  the  method  and  manner 
of  trial  of  any  such  dispute,  the  rules  of  evidence  and  the  manner 
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of  review  of  decisious  rendered  by  the  tribunal  or  tribunals  desig- 
nated by  it;  provided,  that  all  decisions  of  any  such  tribunal  shall 
be  subject  to  review  by  the  appellate  courts  of  this  State.  The 
Legislature  may  combine  in  one  statute  all  the  provisions  for  a 
complete  system  of  workmen's  compensation,  as  herein  defined. 
"Nothing  contained  herein  shall  be  taken  or  construed  to  impair 
or  render  ineffectual  in  any  measure  the  creation  and  existence  of 
the  Industrial  Accident  Commission  of  this  State  or  the  State 
Compensation  Insurance  Fund,  the  creation  and  existence  of 
which,  with  all  the  functions  vested  in  them,  are  hereby  ratified 
and  confirmed." 

Although  the  word  ' '  rehabilitation ' '  was  not  used  in  the  amendment 
to  the  California  Constitution,  it  seems  clear  that  it  was  the  intent  of 
the  amendment  to  provide  fully  and  adequately  for  relief  from  the 
effects  of  an  industrial  injury.  Although  the  modern  concept  of  reha- 
bilitation may  not  have  been  set  forth  as  articulately  as  it  is  today,  the 
earl}'  reports  of  the  Industrial  Accident  Commission  indicate  that  they 
were  concerned  with  both  the  economic  and  social  consequence  of  indus- 
trial injuries.  The  1918-1919  reports  include  a  section  devoted  to  the 
rehabilitation  law,  which  states : 

' '  The  recent  session  of  the  Legislature  has  enacted  a  law  for  the 
industrial  re-education  of  all  persons  who  have  received  com- 
pensable injuries  in  California."  To  cover  the  cost  of  re-education 
under  this  law,  it  was  provided  that  "whenever  any  fatal  com- 
pensable injury  is  suffered  by  an  employee  coming  under  the  pro- 
visions of  said  compensation  insurance  and  safety  act,  and  such 
deceased  employee  does  not  leave  surviving  him  any  person  en- 
titled to  a  death  benefit,  the  employer  or  his  insurance  carrier,  if 
he  be  insured  under  said  compensation  act,  shall  pay  into  the 
Treasurj"-  of  the  State  of  California  the  sum  of  three  hundred  and 
fifty  dollars  ($350)  for  each  fatal  injury  in  addition  to  any  other 
payments  under  the  provision  of  said  compensation  act. ' ' 

' '  Out  of  the  money  thus  provided  there  was  created  a  special  fund  to 
be  known  as  the  Industrial  Rehabilitation  Fund. ' '  The  commission  was 
empowered  to  use  this  fund  to  provide  rehabilitation  services  to  the 
industrially  injured.**  This  act  was  known  as  Chapter  183,  Laws  of 
1919. 

On  January  27,  1922,  the  Supreme  Court  of  California,  in  the  case 
of  the  Yosemite  Lumher  Company  vs.  Industrial  Accident  Commission, 
held  that  the  Legislature  did  not  have  authority  under  the  State  Consti- 
tution to  establish  a  method  of  collecting  funds  for  vocational  rehabili- 
tation as  provided  in  the  1919  statute. 

The  fact  that  the  Legislature  saw  fit  to  establish  an  industrial  reha- 
bilitation fund  indicates  an  awareness  of  the  problem  at  this  compara- 
tively early  date  and  also  indicates  that  it  did  not  assume  that  the 
worker  would  pay  for  his  rehabilitation  with  the  benefits  he  received 
under  the  workmen 's  compensation  law. 

With  the  advent  of  the  state-federal  vocational  rehabilitation  pro- 
gram in  1921  there  seems  to  have  been  a  lessening  of  the  drive  for  state 


Report  of  the  Industrial  Accident  Commission,  1918-1919,  p.  18. 
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legislation  for  vocational  rehabilitation  of  the  industrially  injured. 
Prior  to  the  advent  of  the  state-federal  prop:ram  for  vocational  reha- 
bilitation, which  was  in  many  ways  an  extension  of  the  veterans'  voca- 
tional rehabilitation  program,  12  states  had  passed  vocational  rehabili- 
tation laws,  nine  of  them  restricting  their  benefits  to  the  industrially 
injured. 

The  state-federal  program  has  to  a  large  degree  failed  to  meet  the 
needs  of  the  industrially  injured,  not  only  because  of  the  limitations  of 
the  program  which  places  certain  restrictions  on  the  eligibility  for  serv- 
ice, such  as  residence  requirements,  means  tests  for  certain  necessary 
rehabilitation  services,  but  because  of  limited  appropriations  which 
force  the  state  agencies  to  adopt  a  philosophy  of  greatest  good  to  the 
greatest  number.  This  situation  in  turn  led  to  the  acceptance  of  cases 
wherein  a  substantial  result  could  be  expected  in  return  for  a  minimum 
expenditure  and  the  avoidance  of  those  cases  that  required  extensive 
services  and  expenditures.  More  recently  the  California  agency  has,  to 
a  large  degree,  reversed  this  policy  and  has  tended  to  be  extremely  se- 
lective in  an  effort  to  render  service  to  those  in  greatest  need. 

In  a  large  industrial  state  like  California,  where  there  are  large 
numbers  of  severely  disabled,  no  unusual  effort  could  be  made  to  pro- 
vide services  to  the  industrially  injured  on  a  different  basis  of  eligi- 
bility and  priority  than  for  other  disabled  persons. 

Although  most  state  vocational  rehabilitation  agencies,  including 
California's,  maintain  an  agreement  with  their  state  industrial  accident 
boards  or  commissions,  and  while  there  is  no  basic  conflict  between  the 
agencies  as  to  their  objectives,  they  appear  to  have  failed  to  co-ordinate 
their  activities  to  provide  maximum  opportunity  for  vocational  rehabili- 
tation to  the  industrially  injured. 

The  present  workmen's  compensation  laws  provide  for  unlimited 
medical  care,  which,  if  effectively  used,  should  provide  the  maximum 
physical  rehabilitation  of  the  industrially  injured.  The  law  also  pro- 
vides for  temporary  cash  benefits  during  the  period  of  disablement,  or 
until  the  condition  is  declared  to  be  permanent  and  stationary.  Benefits 
for  permanent  disability  are  based  upon  a  rating  schedule  that  takes 
into  consideration  the  degree  of  disablement,  the  age  of  the  claimant, 
his  occupation,  and,  as  an  overall  consideration  "his  reduced  capacity 
to  compete  in  the  labor  market. ' ' 

The  present  California  law  has  no  provisions  for  vocational  rehabili- 
tation of  the  injured  worker  who  is  unable  to  return  to  his  former 
employment.  Although  the  industrially  injured  worker  is  eligible  for 
vocational  rehabilitation  services  offered  through  the  Vocational  Re- 
habilitation Service  of  the  State  Department  of  Education,  which  are 
financed  by  state  and  federal  funds,  there  are  many  difficulties  in 
making  this  service  effective.  At  the  present  time  there  is  no  effective 
method  of  referral  of  industrially  injured  workers  to  the  Vocational 
Rehabilitation  Service,  nor  is  there  any  positive  motivation  for  the 
carrier  to  refer  or  encourage  a  claimant  to  seek  rehabilitation  services. 
Residence  requirements,  means  tests  for  certain  services,  and  legal  com- 
plications surrounding  the  worker's  claim  have  tended  to  reduce  the 
effectiveness  of  vocational  rehabilitation  service  for  the  industrially 
injured, 
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There  appears  to  be  a  general  lack  of  understanding  on  the  part  of 
claimants  and  many  attorneys  concerning  the  nature  of  vocational 
rehabilitation  services  and  their  relationship  to  the  claimant's  right  to 
benefits  under  workmen's  compensation  laws.  An  increased  number  of 
cases  are  being  settled  by  ''compromise  and  release"  with  little  or  no 
consideration  being  given  to  the  rehabilitation  needs  of  the  claimant. 
The  uncertainty  as  to  the  duration  of  temporary  or  the  amount  of 
permanent  benefits  the  claimant  will  receive  and  his  general  reduced 
economic  circumstances,  contribute  to  his  reluctance  to  involve  himself 
in  any  prolonged  plan  for  rehabilitation  without  assurance  of  adequate 
financial  support. 

The  California  Labor  Federation  AFL-CTO  has  in  its  statement 
of  policy  set  forth  its  position  with  respect  to  the  rehabilitation  of 
industrially  injured  workers.  The  policy  statement  calls  for  full  pay- 
ment of  disability  benefits  during  the  period  of  rehabilitation  in  addi- 
tion to  all  other  benefits  now  provided  by  law. 

The  number  of  cases  that  might  be  expected  to  develop  requiring 
substantial  vocational  rehabilitation  services  under  the  present  admin- 
istration of  workmen's  compensation  laws,  according  to  the  projection 
made  by  the  special  study  now  being  conducted  by  the  Vocational 
Rehabilitation  Service,^  would  not  exceed  1,000  cases  per  year.  Experi- 
ence has  shown  that  these  workers  would  apply  for  and  accept  service 
over  a  period  of  one  to  five  years  after  the  date  of  injury. 

SUMMARY  OF  FINDINGS 

In  California  all  work-loss  injuries  are  reported  to  the  State  Depart- 
ment of  Industrial  Relations,  Division  of  Labor  Statistics;  however,  no 
further  information  concerning  an  injured  worker  is  made  available 
to  any  public  agency  unless  the  case  is  filed  with  the  Industrial  Acci- 
dent Commission  or  an  informal  rating  requested.  This  involves  only  a 
small  percentage  of  the  cases  originally  reported  and  there  is  no  assur- 
ance that  injuries  not  rated  do  not  result  in  some  vocational  handicaps. 
Since  no  additional  reports  are  required  after  the  first  report  of  injury 
by  either  the  employer  or  the  carrier,  they  are  the  only  agencies  having 
any  information  concerning  the  claimant's  possible  need  for  vocational 
rehabilitation.  And  while  they  may  have  no  desire  to  thwart  the  claim- 
ant "s  opportunities  for  vocational  rehabilitation,  they  have  demon- 
strated only  a  limited  interest  in  the  claimant's  need  for  vocational 
rehabilitation  services.^ 

The  information  developed  by  the  special  pilot  study  reported  in 
Section  IV  of  this  report  indicates  there  are  a  number  of  deterrents  to 
the  acceptance  of  vocational  rehabilitation.  These  include  claimant's 
fear  of  jeopardizing  benefits  under  workmen's  compensation  laws  which 
is  evidenced  by  the  fact  that  a  number  state  that  they  will  reapply  for 
service  after  having  their  claims  adjudicated,  others  refuse  service  on 
advice  of  counsel.  An  increasing  number  have  reapplied  for  service 
after  having  their  claims  adjudicated. 

Perhaps  the  most  universal  observation  reported  by  workers  in  the 
field  of  rehabilitation  is  that  manv  claimants  who  need  and  could  benefit 
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from  vocational  rehabilitation  decline  services  because  of  inability  to 
maintain  themselves  and  their  families  during  the  period  of  rehabilita- 
tion. The  need  for  increased  financial  assistance  while  undergoing  re- 
habilitation has  been  recognized  by  19  states  and  territory,  the  federal 
acts,  and  all  Canadian  provinces  with  specific  provisions  for  funds 
for  vocational  rehabilitation  or  special  maintenance  allowances  during 
the  period  of  retraining. 

As  great  a  deterrent  as  the  lack  of  income  itself  is  the  uncertainty  of 
income  during  the  period  of  rehabilitation.  During  the  period  the 
claimant  is  receiving  temporary  compensation  he  is  uncertain  as  to 
w^hen  it  may  be  discontinued  and  is  often  without  any  source  of  sup- 
port during  the  period  that  he  is  waiting  to  receive  his  "permanent 
rating. ' '  A  comparatively  large  number  of  cases  are  settled  by  a  "  com- 
promise and  release"  agreement  which  is  often  negotiated  during  the 
period  of  nonpayment  of  benefits.  Each  of  the  above  conditions  con- 
tributes to  an  unstable  economic  and  psychological  situation  which  is 
not  conducive  to  the  discussion  of  a  vocational  plan. 

One  of  the  important  findings  of  the  pilot  study  is  that  the  number 
of  industrially  injured  workers  who  are  in  need  of  vocational  rehabili- 
tation services  and  are  able  and  willing  to  accept  such  services  may  be 
considerably  smaller  than  previously  estimated.  Another  finding  is  that 
the  time  lag  between  the  date  of  injury  and  the  date  at  which  the 
claimant  decides  to  make  application  for  vocational  rehabilitation  serv- 
ices may  average  24  months,  ranging  from  four  months  to  five  years, 
after  the  date  of  injury  even  though  services  were  offered  within  the 
first  two  to  six  months. 

As  of  December  21,  1958,  the  pilot  project  had  accepted  266  cases  for 
rehabilitation.  Based  on  the  rate  of  acceptance  to  date,  approximately 
500  cases  will  accept  vocational  rehabilitation  by  the  end  of  a  four-year 
period  after  the  date  of  injury.  Since  the  sample  involved  represents 
approximately  50  percent  of  the  workers  covered  by  workmen's  com- 
pensation laws  and  insured  by  insurance  carriers,  a  total  of  1,000  cases 
can  be  expected  to  develop  from  the  total  population  of  workers  who 
suffered  an  industrial  injury  in  a  given  year.  This  estimate  is  based 
upon  the  experience  of  the  pilot  study,  which  has  been  conducted  under 
conditions  created  by  the  provisions  of  workmen's  compensation  laws 
and  their  administration,  and  a  uniform  referral  system  in  which  par- 
ticipating carriers  co-operated.  Any  change  in  the  basic  laws  or  pro- 
visions for  administration  of  workmen's  compensation  benefits  could 
have  a  direct  effect  upon  the  claimant's  attitude  towards  the  acceptance 
of  vocational  rehabilitation. 

RECOMMENDATIONS 

The  following  recommendations  are  based  upon  the  testimony  and 
documents  submitted  to  the  1953-55  Senate  Interim  Committee,  the 
experiences  reported  by  the  pilot  project  on  rehabilitation  of  indus- 
trially injured,  and  other  studies  relating  to  the  rehabilitation  needs  of 
industrially  injured  workers : 

1.  That  the  pilot  project  be  continued  through  Fiscal  Year  1959-60, 
and  that  Vocational  Rehabilitation  Service  make  provisions  in  its 
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budget  after  that  date  to  follow  up  all  eases  in  the  sample  to  deter- 
mine the  total  number  of  cases  that  will  require  Tocational  rehabil- 
itation service  and  other  significant  data  concerning  the  charac- 
teristics and  the  rehabilitation  needs  of  industrially  injured 
workers. 

2.  That  a  formal  system  be  developed  for  reporting  by  the  insurance 
carrier  and  the  self -insured  employer  of  certain  categories  of  in- 
juries that  are  likely  to  cause  severe  permanent  disabilities  and 
for  progress  reports  at  specified  periods  of  time  concerning  the 
status  of  claimants  whose  injuries  have  prevented  them  from  re- 
turning to  suitable  employment. 

3.  That  an  organized  effort  be  undertaken  to  provide  information  to 
workers,  labor  union  leaders,  attorneys,  and  emploj-ers  concerning 
vocational  rehabilitation  services  that  are  available  to  the  injured 
worker,  emphasizing  the  fact  that  such  services  are  not  related  to 
any  benefits  to  which  the  worker  might  be  entitled  under  work- 
men's compensation  laws. 

4.  That,  if  any  method  of  providing  vocational  rehabilitation  services 
to  the  industrially  injured  is  proposed  to  be  enacted  into  law,  it  em- 
body the  following : 

a.  That  services  be  provided  through  an  independent  agency  based 
upon  the  needs  of  the  worker.  That  services  be  provided  follow- 
ing complete  evaluation  of  the  claimant's  needs  and  ability  to 
profit  from  such  services.  Complete  evaluation  implies  the 
gathering  and  analyzing  of  all  medical,  social,  psychological, 
educational,  and  employment  data  necessary  to  determine  the 
worker's  need  for  vocational  rehabilitation.  The  professional 
worker  and  the  agency  required  to  make  this  determination 
should  be  removed  from  any  pressure  that  might  affect  the 
decision. 

b.  That  the  present  Vocational  Reliabilitation  Service  be  made 
responsible  for  administering  the  rehabilitation  services  for  the 
industrially  injured.  It  is  generally  agreed  that  it  is  desirable 
to  concentrate  similar  services  in  a  single  agency  rather  than 
develop  duplicating  or  parallel  agencies. 

More  important  that  the  desirability  of  concentrating  similar 
functions  in  a  single  agency  is  the  fact  that  the  Vocational 
Rehabilitation  Service  has  over  many  years  developed  a  nucleus 
of  trained  personnel  and  an  organization  with  field  staff  and 
district  offices  that  could  absorb  the  function  with  little  or  no 
change  in  their  operations.  Of  equally  great  importance  is  the 
fact  that  federal  funds  are  made  available  to  the  State  on  a 
matching  basis  for  the  vocational  rehabilitation  of  disabled  per- 
sons. The  federal  law  requires  that  these  funds  be  administered 
by  the  state  vocational  rehabilitatioii  agency. 

c.  That  the  State's  share  of  the  cost  of  providing  vocational  re- 
habilitation service  be  paid  through  a  special  fund  in  which 
neither  the  employer  or  the  carrier  is  charged  directly  for  the 
cost  of  providing  vocational  rehabilitation  services  to  a  partic- 
ular injured  worker. 
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d.  That  the  cost  of  providing  vocal  ioiial  rehabilitation  service  not 
be  charged  to  the  employer's  account  foi-  the  purpose  of  merit 
rating,  or  in  any  way  affect  his  entithmient  to  reduced  pre- 
miums based  on  a  favorable  compensation  insurance  experience. 

If  the  vocational  rehabilitation  benefits  were  charged  to  the 
individual  employer's  account  the  same  as  other  benefits  paid 
under  workmen's  compensation  law,  the  employer's  interest 
would  be  in  direct  conflict  with  that  of  the  employee,  thereby 
introducing  a  basis  for  contesting  any  recommended  plan  for 
rehabilitation. 

It  is  desirable  and  to  be  expected  that  the  employer  give  his 
full  co-operation  to  both  the  selection  of  a  rehabilitation  ob- 
jective and  the  planning  for  the  re-employment  of  his  former 
employee  whenever  possible. 

e.  That  increased  benefits  be  paid  to  the  industrially  injured 
worker  while  undergoing  vocational  rehabilitation  to  offset 
added  living  costs  during  this  period  and  reduce  the  pressure 
to  return  to  unsatisfactory  employment  or  seek  a  commuta- 
tion of  his  award. 

f.  That  no  payments  for  maintenance  be  made  from  rehabilitation 
funds  during  the  period  a  worker  receives  temporary  or  per- 
manent compensation.  The  objective  of  this  recommendation  is 
to  prevent  the  using  of  any  rehabilitation  funds  to  provide 
maintenance  for  the  injured  worker  in  lieu  of  temporary  or 
permanent  compensation  benefits.  If  a  claimant  exhausts  his 
benefits  under  workmen's  compensation  and  it  is  necessary  to 
provide  maintenance  beyond  that  date  to  complete  a  rehabilita- 
tion plan,  such  maintenance  would  be  paid  from  the  rehabilita- 
tion funds. 

g.  That  vocational  rehabilitation  services  for  the  industrially  in- 
jured be  available  to  any  worker  found  to  be  in  need  of  such 
services  without  regard  to  any  personal  assets  he  might  have. 
(At  the  present  time  certain  services  such  as  maintenance, 
transportation,  tools,  equipment,  and  allowances  for  profes- 
sional fees  and  licenses  are  available  only  after  the  applicant 
has  filed  a  statement  of  need  showing  that  he  cannot  provide 
any  of  these  services  from  his  own  resources. ) 

h.  That  vocational  rehabilitation  services  be  made  available  to  any 
injured  worker  covered  by  workmen's  compensation  laws  who 
is  injured  in  the  State  of  California  without  regard  to  his  length 
of  residence  within  the  State. 

i.  That  there  be  a  time  limit  during  which  the  worker  may  take 
advantage  of  rehabilitation  benefits  under  such  a  proposal. 

Some  of  the  witnesses  appearing  before  the  committee  felt 
that  such  a  requirement  would  be  necessary  in  order  to  de- 
termine total  probable  liability  of  any  fund  that  might  be  set 
up.  If  an  injured  worker  required  rehabilitation  services  after 
expiration  of  the  time  limit,  which  might  be  from  four  to  six 
years,  he  would  receive  them  through  the  Vocational  Rehabili- 
tation Service  on  the  same  basis  as  any  other  disabled  person. 
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j.  That  there  be  a  limit  on  the  total  amount  of  money  that  might 
be  charged  to  any  special  fund  for  the  cost  of  vocational  re- 
habilitation services. 

Since  medical  services  are  already  provided  under  workmen's 
compensation  law,  this  provision  should  not  work  an  undue 
hardship  on  persons  seeking  rehabilitation  and  would  deter  the 
development  of  a  rehabilitation  plan  that  carried  an  abnormally 
high  cost.  With  the  present  average  costs  for  vocational  re- 
habilitation services  approximating  $700  to  $800,  a  $3,000  ceil- 
ing would  seem  reasonable. 

k.  That  rehabilitation  services  provided  under  these  recommenda- 
tions not  include  medical  services  other  than  diagnostic. 

In  the  case  of  a  pre-existing  condition  it  might  be  necessary 
to  do  extensive  medical  diagnostic  work  as  well  as  to  provide 
medical  treatment  in  order  to  achieve  a  successful  rehabilita- 
tion. These  services  should  not  be  charged  to  any  fund  that  is 
set  up  for  the  specific  purpose  of  providing  rehabilitation  serv- 
ices for  the  industrially  injured.  All  medical  services  should  be 
provided  under  the  present  Workmen's  Compensation  Lav/. 

I.  That  safeguards  be  provided  to  prevent  the  converting  of  voca- 
tional rehabilitation  services  to  any  other  form  of  benefits. 

This  provision  is  contained  in  part  in  recommendation  "a" 
above.  Fear  has  been  expressed  on  the  part  of  some  witnesses 
that  if  vocational  rehabilitation  benefits  were  made  a  right  of 
the  injured  worker  without  regard  to  need  for  such  services  it 
might  develop  that,  if  he  were  denied  services  as  not  being  in 
need  of  them  or  not  being  able  to  benefit  from  them,  he  would 
desire  to  have  his  right  to  them  converted  to  a  cash  benefit.  If 
such  benefits  were  converted  to  a  cash  award  it  would  have 
the  efi^ect  of  completely  destroying  the  basic  objective  of  re- 
habilitation. 

m.  That  no  information  concerning  a  claimant  received  in  the 
course  of  developing  or  executing  a  plan  for  vocational  re- 
habilitation be  made  available  to  any  individual  or  agency  with- 
out the  consent  of  the  claimant,  and  that  no  such  information  be 
admissible  as  evidence  in  any  hearing,  trial,  or  legal  procedure 
concerning  the  rights  of  the  claimant  under  the  workmen's 
compensation  laws. 


SECTION  IV 


PROGRESS  REPORT  ON  THE  SPECIAL  RESEARCH 
PROJECT  ON  THE  REHABILITATION  OF 
INDUSTRIALLY  INJURED  WORKERS 

This  progress  report  refers  to  the  special  project  on  the  rehabilitation 
of  industrially  injured  covered  by  workmen's  compensation  laws  in 
California  which  was  authorized  by  the  1955  California  Legislature 
(Senate  Bill  No.  1144).  This  legislation  was  sponsored  by  the  Senate 
Interim  Committee  on  Education  and  Rehabilitation  of  Handicapped 
Children  and  Adults,  Senator  James  J.  McBride,  Chairman. 

The  project  is  administered  by  the  Vocational  Rehabilitation  Service 
in  the  State  Department  of  Education  and  is  financed  jointly  by  a 
special  appropriation  of  the  California  Legislature  and  by  a  grant  from 
the  Federal  Office  of  Vocational  Rehabilitation  under  provisions  for 
research  and  demonstration  projects  of  Public  Law  565,  Eighty-third 
Congress. 

This  report  covers  the  operational  period  of  March  12,  1956,  through 
September  30,  1958.  All  statements  made  in  this  report  relative  to 
claimants  refer  to  those  who  were  covered  by  workmen's  compensation 
insurance  policies  written  by  one  of  the  seven  participating  carriers  and 
who,  following  an  industrial  injury,  remained  disabled  for  49  days  or 
more.   (Appendix  XVI.) 

This  report  refers  to  two  samples  selected  from  reports  filed  between 
March  12,  1956,  and  October  31,  1957.  Sample  I  refers  to  all  claimants 
reported  to  the  project  who  reached  their  49tli  day  of  disability  between 
March  12,  1956,  and  April  30,  1957.  This  sample  includes  a  total  of 
8,436  cases  as  of  this  report. 

Sample  II  refers  to  a  selected  group  of  claimants  who  were  assigned 
serial  numbers  ending  in  digits  3,  6,  or  9,  and  who  reached  their  49th 
day  of  disability  between  May  1,  1957,  and  October  31,  1957. 

Reference  is  made  in  the  text  and  tables  to  two  groups  in  each  sample 
that  are  classified  in  accordance  with  the  carrier's  report  of  the  claim- 
ant 's  likelihood  of  returning  to  his  former  employment.  Group  A  refers 
to  those  claimants  reported  as  "expected  to  return  to  former  employ- 
ment," and  Group  B  refers  to  those  claimants  reported  as  "not  ex- 
pected to  return  to  former  employment." 

PROJECT  BACKGROUND 

The  principal  objective  of  the  project  is  to  determine  the  extent  of 
need  for  vocational  rehabilitation  services  among  industrially  injured 
workers  covered  by  workmen 's  compensation  laws  in  California,  and  in 
so  doing  to  test  several  generally  held  beliefs  concerning  rehabilitation 
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needs  of  this  group.  In  the  original  project  proposal,  these  beliefs  were 
set  forth  in  the  form  of  hypotheses,  the  most  significant  of  which  are 
the  following: 

1.  Many  industrially  injured  workers  could  benefit  from  vocational 
rehabilitation  services  but  do  not  receive  such  services. 

2.  Many  industrially  injured  workers  fail  to  accept  rehabilitation 
services  because  of  delays  in  making  referrals  to  the  vocational  rehabili- 
tation agency. 

3.  There  is  a  fear  of  loss  of  compensation  benefits  on  the  part  of  many 
workmen's  compensation  claimants  if  rehabilitation  were  to  be  accepted. 

In  order  to  test  the  proposed  hypotheses,  it  was  considered  necessary 
that  every  claimant  in  a  given  sample  be  considered  for  vocational 
rehabilitation  and  offered  the  opportunity  to  accept  rehabilitation  serv- 
ices if  needed.  This  consideration  led  to  the  establishment  of  an  operat- 
ing project. 

A  series  of  secondary  questions  grew  out  of  the  problem  of  selecting 
a  sample  from  the  total  population  of  industrially  injured,  qualifying 
those  selected  for  vocational  rehabilitation  and  providing  services. 
These  were : 

1.  How  should  the  sample  be  selected? 

2.  How  should  the  services  be  provided? 

3.  What  are  the  deterrents,  if  any,  to  the  providing  or  acceptance 
of  vocational  rehabilitation  services  ? 

The  first  consideration  was  complicated  by  the  fact  tliat  there  are  an 
estimated  700.000  industrial  injuries  each  year  in  California,  of  which 
approximately  140,000  are  reported  as  work-loss  injuries.  Of  these, 
a  comparatively  small  percentage  do  not  return  to  employment. 

All  work-loss  injuries  are  reported  to  the  State  Department  of  Indus- 
trial Relations,  Division  of  Labor  Statistics ;  however,  no  further  in- 
formation concerning  an  injured  worker  is  available  unless  the  case 
is  filed  with  the  Industrial  Accident  Commission  or  an  informal  rating 
requested.  This  latter  action  involves  onh^  a  small  percentage  of  the 
cases  originally  reported  and  does  not  necessarily  have  any  relationship 
to  the  degree  to  w'hich  a  worker  may  be  handicapped  as  the  result  of 
his  injury. 

It  is  possible  for  a  worker  considered  to  be  100  percent  disabled 
to  receive  his  temporaiy  benefits,  permanent  benefits,  and  finally  a  life 
pension  from  the  insurance  carrier  without  ever  having  been  rated 
by  the  commission ;  the  carrier  in  this  instance  assuming  liability  vol- 
untarily. Since  no  additional  reports  are  required  after  the  first  report 
of  injury,  the  carrier  and  the  self-insured  employer  are  the  only 
agencies  that  have  information  on  every  claimant  throughout  the  his- 
tory of  his  claim.  This  situation  led  to  the  determination  that  the  carrier 
should  be  the  source  of  referral  for  the  project. 

Since  the  number  of  claimants  in  which  the  state  vocational  rehabili- 
tation agency  might  be  interested  was  expected  to  be  comparatively 
small  (estimates  varying  from  2  to  10  percent  of  those  who  suffer  some 
permanent  disability),  it  was  necessary  to  develop  a  method  satisfactory 
to  the  carriers  for  selecting  a  group  of  claimants  that  might  conceivably 
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be  inanageable  and  still  contain  those  eases  that  would  need  and  eonld 
benefit  from  voeational  rehabilitation  sei-viee. 

SUMMARY 

The  information  developed  by  the  project  to  date  indicates  that  there 
is  a  need  for  vocational  rehabilitation  service  to  a  greater  number  of 
claimants  than  have  heretofore  received  service  throuoh  informal  ar- 
rangements for  referring  claimants  to  the  Vocational  Rehabilitation 
Service. 

The  total  number  of  claimants  who  are  in  need  of  vocational  rehabili- 
tation service  and  are  able  to  benefit  from  such  service  may  be  smaller 
than  the  number  estimated  by  various  writers  on  the  subject  of  voca- 
tional rehabilitation  of  the  industrially  injured. 

The  experience  of  the  project  indicates  that  there  is  a  need  for  a 
formal  method  of  reporting  cases  for  vocational  rehabilitation  on  a 
selective  basis. 

Any  effort  to  synthesize  the  characteristics  of  a  group  through  the 
presentation  of  the  statistical  average  leads  to  the  creation  of  an  artifi- 
cial and  usually  impossible  person.  However,  by  ignoring  the  extremes 
that  influence  averages,  the  claimants  that  have  been  accepted  for  voca- 
tional rehabilitation  present  a  more  or  less  consistent  picture  of  people 
with  a  constellation  of  social  and  economic  problems  that  contribute  to 
their  need  for  assistance  in  finding  a  new  place  in  the  productive  life 
of  the  community.  They,  are,  for  the  most  part,  people  with  limited 
education,  above  the  average  age  of  workers  in  industry,  with  limited 
economic  resources,  and  many  have  more  than  one  disability  or  health 
problem. 

Aside  from  the  comparatively  few  serious  injuries  that  occur  involv- 
ing highly  skilled  young  workers,  they  are  people  whose  problems  to 
readjust  are  complicated  by  the  problems  of  advanced  age,  lack  of 
education,  and  lack  of  industrial  skills,  their  present  problem  having 
been  precipitated  by  an  industrial  injury. 

The  following  paragraphs  present  selected  statistics  of  the  project 
operation : 

The  participating  carriers  reported  over  13,000  cases  to  the  joroject 
from  March  12,  1956,  to  December  31,  1957.  This  number  will  probably 
increase  as  the  result  of  cross-checking  claimants  referred  through 
other  sources  with  project  cases.  Failure  on  the  part  of  the  carrier  to 
report  some  of  these  cases  are  the  result  of  clerical  errors  and  in  other 
instances  the  case  was  in  litigation  at  the  time  the  rei^ort  should  have 
been  made. 

Sample  I  involves  8,436  cases  referred  to  the  project  over  a  period  of 
59  weeks.  This  figure  adjusted  to  52  weeks  would  be  7,43G.  Since  the 
participating  carriers  write  approximately  50  percent  of  the  workmen's 
compensation  in  the  State  of  California,  the  total  number  of  indus- 
trially injured  covered  by  insurance  carriers  whose  period  of  unemploy- 
ment might  be  expected  to  extend  beyond  the  forty-ninth  day  would  be 
approximately  14,872.  The  self-insured  employers  of  the  State  will 
contribute  an  additional  1,497. 

During  the  past  year  188  cases  that  were  referred  from  other  sources 
were  not  reported  by  the  carriers  during  the  period  referrals  were  to  be 
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filed  with  the  project  (Table  1-a).  This  number  can  be  expected  to  in- 
crease as  reports  are  received  from  other  sources.  One  hundred  sixty- 
three  cases  were  reopened  after  closure. 

As  of  November  30,  1958,  247  cases  have  been  accepted  for  service, 
95  have  been  placed  in  rehabilitation  plans,  and  52  closed  after  service, 
32  of  these  in  rehabilitation  employment. 

Sample  II  involves  964,  of  these  22  have  been  accepted,  seven  have 
been  placed  in  rehabilitation  plans  and  two  have  been  closed  employed. 

PROGRESS  WITH  RESPECT  TO  THE  OBJECTIVES  OF  THE  PROJECT 

How  Many  Workers  Are  Industrially  Injured  Each  Year  in  California  Who  Are 
in  Need  of  Vocafional  Rehabilitation  Service  in  Order  to  Return  to  Satisfac- 
tory Employment? 

From  the  information  developed  by  the  project  to  date,  of  the  8,436 
claimants  reported  in  a  59-week  period,  257  have  made  application  and 
been  accepted  for  vocational  rehabilitation  service  within  the  19  months 
following  the  close  of  the  reporting  period.  Since  the  sample  involved 
represents  approximately  50  percent  of  the  workers  covered  by  Work- 
men's Compensation  Law  and  insured  by  insurance  carriers,  a  total  of 
514  such  cases  can  be  expected  to  develop  from  the  total  population  of 
industrially  injured  workers  within  a  similar  period. 

At  this  time  there  are  284  cases  under  study  that  might  be  expected 
to  yield  an  additional  number  of  acceptances. 

The  number  of  cases  that  will  be  reopened  from  among  those  that 
have  been  closed  without  service  cannot  be  determined.  As  of  September 
30,  1958,  a  total  of  7,909  cases  reported  they  were  employed  or  had 
been  closed  for  other  reasons.  Of  these  168  have  been  reopened  after 
closure.  These  include  workers  laid  off  after  brief  periods  of  employ- 
ment following  their  industrial  injury  and  workers  who  have  had  their 
workmen's  compensation  benefits  adjudicated.  It  is  anticipated  that 
the  major  source  of  new  acceptances  will  come  from  among  the  cases 
that  have  been  previously  closed. 

Any  estimate  of  the  number  of  cases  in  need  of  vocational  rehabilita- 
tion that  are  expected  to  develop  from  among  workers  who  suffer  in- 
dustrial injuries  during  a  given  period  of  time  must  be  related  to  the 
length  of  time  after  the  date  of  injury  at  which  the  estimate  is  made. 
Tables  2  and  3  show  the  number  of  months  from  the  date  of  injury  to 
date  of  assignment  and  date  of  acceptance.  In  Group  A  in  which  the 
claimants  were  not  contacted  until  at  least  six  months  after  injury, 
there  were  comparatively  few  acceptances  in  less  than  seven  months; 
however,  between  7  and  18  months  66  percent  of  the  accepted  cases 
appear.  It  is  significant  that  although  all  cases  were  contacted  approxi- 
mately six  months  after  injury  31  percent  were  not  accepted  until  19 
or  more  months  after  injury. 

In  Group  B  wherein  the  claimants  were  reported  as  "not  expected  to 
return  to  former  employment"  and  were  usually  contacted  within  three 
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months,  24  percent  of  the  cases  were  accepted  in  seven  months  or  less 
after  date  of  injury  and  55  percent  in  10  months  or  less  after  date  of 
injury. 

The  experience  of  the  project  as  shown  in  Tables  2  and  3  would  indi- 
cate that  there  is  a  relationship  between  early  referral  and  early  ac- 
ceptance; however,  in  Tables  4-a  and  4-b  of  Sample  II,  it  is  noted  that 
although  67  percent  of  the  cases  were  assigned  for  contact  within  nine 
months,  the  rate  of  acceptance  is  spread  almost  evenly  over  a  period  of 
6  to  18  months  after  date  of  injury. 

DETERRENTS  TO  THE  ACCEPTANCE  OF  VOCATIONAL  REHABILITATION 

Tlie  slowness  witli  which  the  caseload  of  the  project  has  grown  raises 
the  question  of  why  so  many  workers  who  appear  to  have  severe  handi- 
caps reject  or  delay  the  acceptance  of  vocational  rehabilitation.  The 
following  observations  of  the  project  staff  are  pertinent  to  this  ques- 
tion. 

One  observation  that  has  been  so  uniform  as  to  justify  reporting  is  the 
rejection  of  vocational  rehabilitation  bj^  the  claimant  because  he  could 
not  afford  to  undergo  a  rehabilitation  program  without  additional 
income.  Even  if  eligible  to  maintenance  payments  from  the  state  rehabil- 
itation agency,  these  usually  prove  insufficient  to  meet  the  needs  of  the 
claimant's  family.  The  rehabilitation  agency  is  not  authorized  to  take 
over  the  obligations  of  providing  adequate  maintenance  for  the  entire 
family  of  the  injured  person.  At  the  same  time  the  worker  may  not 
meet  the  eligibility  requirements  of  public  assistance  agencies.  Of  the 
225  cases  accepted  as  of  September  30,  1958,  86  reported  no  outside 
income  (Table  5),  and  25  cases  were  receiving  some  form  of  public 
assistance.  Only  138  of  the  225  cases  were  drawing  either  temporary 
or  permanent  compensation  benefits  (Table  6). 

While  it  does  not  take  a  research  project  to  demonstrate  the  fact  that 
people  must  have  economic  security  if  they  are  to  benefit  from  rehabili- 
tion  service,  the  project  has  identified  the  problem  as  a  contributing 
factor  to  the  slowness  with  which  claimants  have  responded  to  the  offer 
of  vocational  rehabilitation  service. 

Closely  related  to  the  need  for  adequate  support  is  the  economic 
environment  during  the  period  the  industrially  injured  person  seeks 
employment.  Altliough  the  Nation  experienced  a  decline  in  employ- 
ment during  1957-58,  this  period  by  comparison  with  recent  past  years 
was  one  of  high  employment,  high  wages,  and  high  living  costs. 

As  the  number  of  claimants  who  rejected  service  when  they  were 
first  contacted  reapply  after  having  their  claims  adjudicated  and  in 
some  instances  after  having  used  up  most  of  their  benefits,  there  is 
increasing  evidence  to  support  the  general  belief  that  the  claimant's 
fear  of  jeopardizing  his  benefits  under  workmen's  compensation  laws 
deters  him  from  considering  his  possible  need  for  vocational  rehabilita- 
tion. To  date  163  cases  have  been  reopened  after  having  been  closed 
without  service  (Table  7). 

In  the  tabulation  of  reasons  for  closure  without  service  of  771  cases, 
it  Avas  found  that  in  15  cases  the  claimants  stated  they  would  apply  after 
settlement  of  their  workmen's  compensation  case;  seven  refused  service 
on  advice  of  counsel;  and  another  101  indicated  they  were  not  inter- 
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ested  at  the  time  of  interview,  not  giving  any  clear  statement  as  to  theii 
reason  ( Table  8 ) . 

In  176  out  of  2,707  eases  that  reported  they  were  unemployed  180 
days  after  injury  or  were  reported  by  carriers  as  not  expected  to  return 
to  tlieir  former  employment,  the  carriers  requested  that  no  contact  be 
n^ade  with  the  claimant.  In  many  instances  there  were  good  reasons  for 
the  request  (Table  9). 

In  reviewing  the  workmen's  compensation  status  of  claimants  ac- 
cepted for  vocational  rehabilitation  (Table  6),  125  were  still  receiving 
temporary  compensation,  indicating  that  their  future  entitlement  to 
benefits  was  still  uncertain,  and  in  53  cases  they  were  receiving  no 
benefits  at  the  time  of  acceptance.  In  most  instances  these  claimants 
were  waiting  to  have  their  case  rated  or  were  involved  in  discussions 
regarding  compromise  and  release  settlements  with  the  carriers.  Ihider 
existing  workmen's  compensation  laws  and  practices,  both  conditions 
create  an  unstable  economic  and  psychological  situation  in  which  to 
discuss  vocational  planning. 

Another  factor  that  cannot  be  measured  by  the  project,  except  as  the 
project  counselors  observe  it,  is  the  claimant's  psychological  readiness 
for  vocational  rehabilitation.  An  injured  person  has  many  things  to 
think  about :  his  loss  of  wages,  his  family,  and  his  own  disability.  One 
way  of  putting  his  vocational  problem  aside  is  for  him  to  assume  that 
he  is  going  back  to  his  former  work. 

The  oft  repeated  statement  that  rehabilitation  begins  the  day  the 
man  is  injured  quite  rightly  applies  to  his  physical  rehabilitation  and 
as  a  concept  may  have  had  some  influence  in  breaking  down  tlie  depart- 
mentalized approach  to  the  disabled  person's  rehabilitation  needs.  How- 
ever, vocational  problems  cannot  be  realistically  explored  until  the  per- 
son has  recognized  and  accepted  his  limitations  and  is  ready  to  consider 
the  possible  advantages  of  changing  his  occupation.  A  lack  of  readiness 
to  discuss  rehabilitation  contributes  to  the  delay  in  acceptance  of 
service. 

Accumulatively  these  factors  tend  to  work  against  the  early  develop- 
ment of  positive  plan  for  vocational  rehabilitation. 

HOW  SHOULD  INDUSTRIALLY  INJURED  WORKERS  BE  SELECTED  FOR 
CONSIDERATION  FOR  VOCATIONAL  REHABILITATION? 

Of  the  8,436  claimants  reported  by  participating  carriers,  348  were 
classified  by  the  carrier's  doctor  or  representative  as  "not  expected  to 
return  to  former  employment"  (Group  B).  Of  this  group  237  were 
closed  without  service  after  contact  (Table  8),  while  64  have  been 
accepted  for  service.  Of  8,071  reported  as  "expected  to  return  to  former 
employment"  (Group  A),  161  were  acceptances  as  of  September  30, 
1958.  These  two  groups  of  accepted  cases  are  compared  in  Table  10. 

The  large  number  of  documents  that  have  been  handled  and  the  exten- 
sive amount  of  professional  time  used  to  contact  the  comparatively  large 
samiile  of  claimants  involved  in  the  study  can  only  be  justified  on  the 
basis  of  a  research  and  demonstration  project  wherein  the  results  will 
have  value  beyond  tliat  of  the  services  rendered. 

Any  on-going  operation  would  need  to  be  planned  in  such  a  way  as 
to  produce  a  reasonable  percent  of  accepted  cases  from  a  given  number 
of  referrals. 
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The  247  accepted  cases  is  sufficient  to  indicate  tlie  desirability  of  a 
formal  referral  method.  This  number  when  projected  for  the  total 
population  of  industrially  injured  in  the  State  would  pjive  an  antici- 
pated total  of  494  eases  per  year  accepted  within  20  to  32  months  after 
injury. 

Based  on  an  average  of  18  months  in  the  agency's  ease  load,  the  492 
cases  would  produce  an  average  case  load  of  741,  which  is  considerably 
larger  than  416  in  the  case  load  of  the  Vocational  Rehabilitation  Serv- 
ice in  1955,  the  last  year  prior  to  the  start  of  the  project's  operation. 

While  the  projected  number  that  is  expected  to  develop  from  this 
sample  over  a  five-year  period  approaches  1,000  cases,  this  number  can 
only  be  determined  by  a  continued  follownp  of  the  cases  involved  in  the 
sample  being  studied.   (Chart  I.) 

VOLUNTARY  REFERRALS 

As  of  March,  1958,  12  insurance  carriers  representing  approximately 
72  per  cent  of  the  premiums  paid  for  workmen's  compensation  insur- 
ance written  in  California  entered  into  an  agreement  with  the  project 
whereby  they  would  review  all  cases  still  open  in  their  files  not  more 
than  120  days  after  injury  and  if  it  was  determined  by  the  carrier's 
representative  that  the  case  might  be  in  need  of  or  could  benefit  from 
vocational  rehabilitation  service,  the  case  would  be  referred  to  the  Voca- 
tional Rehabilitation  Service  through  the  project  office.  Seven  months 
after  the  beginning  of  the  voluntary  referral  system  70  referrals  have 
been  received  from  all  carriers. 

WHAT  IS  THE  COST  OF  PROVIDING  VOCATIONAL 
REHABILITATION  SERVICES? 

It  will  be  difficult  to  make  a  reasonably  accurate  estimate  of  the  costs 
of  case  services  until  a  sufficient  number  of  cases  have  been  closed  after 
service.  Expenditures  for  case  services  as  of  October  31,  1958,  were 
$63,792,  and  an  additional  $24,134.59  was  encumbered  for  unpaid  ob- 
ligations. The  total  of  $87,926  in  funds  expended  and  encumbered  have 
provided  services  for  52  cases  now  closed  and  have  provided  services  or 
reserved  funds  for  future  services  to  87  cases  as  of  October  31,  1958. 
By  dividing  the  total  number  of  cases  that  have  received  and  are  re- 
ceiving service  (139)  into  the  total  amounts  expended  and  encumbered, 
the  average  cost  is  shown  to  be  $632. 

This  figure  is  snbject  to  certain  adjustments.  The  sum  of  $8,883.77 
was  expended  for  diagnostic  procedures  which  included  service  to  cases 
not  accepted  and  cases  not  yet  placed  in  a  rehabilitation  plan.  It  is 
also  probable  that  additional  funds  will  need  to  be  encumbered  for 
some  of  the  cases  now  in  service  and  some  of  the  services  for  which 
funds  are  currently  encumbered  may  not  be  used.  These  factors  will 
tend  to  balance  themselves  and  it  is  not  expected  that  the  figure  of  $632 
will  vary  greatly  as  the  result  of  additional  encumbrances  or  disen- 
cumbrances.  However,  as  more  difficult  cases  are  accepted  and  the  low- 
cost  or  simples  cases  are  closed  out,  the  average  cost  may  be  expected 
to  increase. 

The  average  cost  of  25  cases  that  were  closed  employed  as  of  Sep- 
tember 30,  1958,  was  $356.  The  average  benefits  received  from  carriers 
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during  the  period  these  25  cases  were  receiving  vocational  rehabilitation 
was  $512.  These  25  eases  represent  the  first  employed  closures  of  cases 
included  in  the  study  and  include  a  number  of  low-cost  cases,  14  of 
them  costing  less  than  $200.  It  is  anticipated  that  the  cost  of  services 
for  all  eases  will  more  nearly  approach  or  exceed  the  $632  average  for 
all  cases  closed  and  in  plan  as  of  October  31st. 

To  the  cost  of  direct  case  services  must  be  added  the  cost  of  vocational 
counseling  and  administration  before  the  total  cost  of  providing  voca- 
tional rehabilitation  is  to  be  determined.  By  a  rule  of  thumb  the  total 
cost  is  equal  to  approximately  twice  the  cost  of  case  service. 

Since  all  medical  care  with  respect  to  a  claimant's  industrial  injury 
is  provided  by  the  insurance  carrier  the  cost  of  providing  surgery, 
medical  treatment,  prosthetic  appliances  and  hospitalization  is  less, 
however,  the  cost  of  providing  maintenance  and  transportation  during 
rehabilitation  accounts  for  over  39  percent  of  the  total  funds  expended 
or  encumbered.  This  is  the  largest  single  category  of  service  and  exceeds 
the  percent  of  funds  expended  for  this  service  for  all  cases  served  by 
the  vocational  rehabilitation  agency.  This  might  indicate  that  few  of 
the  cases  currently  placed  in  rehabilitation  plans  are  receiving  work- 
men's compensation  benefits,  or  that  the  cases  currently  receiving  serv- 
ice have  large  families  and  may  be  eligible  to  maintenance  and  trans- 
portation allowances  when  the  income  in  the  family  is  not  sufilcient  to 
meet  the  minimum  budget  established  by  the  vocational  rehabilitation 
agency.  This  information  will  become  more  nearly  definitive  when  the 
cases  now  in  service  have  been  closed  and  it  is  possible  to  calculate  the 
contribution  made  by  workmen's  compensation  benefits.  Based  on  the 
information  available,  it  cannot  be  assumed  that  workmen's  compensa- 
tion benefits  received  by  the  claimant  will  materially  reduce  the  average 
cost  of  case  service. 

CHARACTERISTICS  OF  CLAIMANTS  ACCEPTED  FOR 
VOCATIONAL  REHABILITATION 
Age  and  Sex 

Table  10  shows  the  distribution  of  claimants  accepted  for  vocational 
rehabilitation  in  Groups  A  and  B  by  age  and  sex. 

While  women  constitute  approximately  18  percent  of  all  project 
claimants,  they  represent  only  13  percent  of  those  accepted  for  re- 
habilitation. 

The  median  age  of  women  accepted  for  vocational  rehabilitation  is 
below  that  of  men  in  the  ''not  expected  to  return"  group,  being  35 
years  6  months  for  women  and  40  years  6  months  for  men,  while  among 
the  ''expected  to  return,"  the  median  age  of  men  accepted  is  41  years  6 
months,  and  43  years  for  women.  This  may  be  accounted  for  by  the 
fact  that  the  younger  women  are  encouraged  to  accept  service  by  the 
rehabilitation  counselor  among  the  group  which  presumably  had  more 
serious  disabilities  and  may  be  a  reflection  of  a  more  restricted  employ- 
ment market  for  older  disabled  women. 

For  both  men  and  women  the  median  age  of  claimants  accepted  for 
vocational  rehabilitation  service  was  lower  than  the  median  of  the 
group.  Median  age  of  those  closed  in  Group  A  was  44  years  and  3 
months,  while  those  accepted  was  41  years  and  9  months.  The  greatest 
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difference  is  noted  in  Group  B  in  that  the  median  age  of  all  claimants 
closed  without  service  was  48  years  and  1  month,  wliile  those  accepted 
was  40  years  and  2  months. 

These  figures  may  be  compared  with  the  median  age  ot'  37.6  years 
for  all  workers  disabled  on  the  job  in  1956. 

This  significant  difference  between  the  median  age  of  those  accepted 
and  those  not  accepted  for  service  may  be  accounted  for  in  part  by 
the  fact  that  age  was  recognized  as  a  factor  by  the  carriers  in  classify- 
ing a  claimant  as  "not  expected  to  return  to  former  employment." 

Years  of  Education 

Forty-five  percent  of  the  claimants  had  less  than  eight  years  and  six 
months  of  education,  15  percent  less  than  six  years,  and  6  percent  more 
than  12  years. 

Number  of  Dependents 

Out  of  220  cases  where  the  number  of  dependents  were  reported,  187 
reported  one  or  more,  63  reported  four  or  more,  the  average  family 
being  composed  of  three  persons. 

Source  of  Income  Other  Than  Workmen's  Compensation  Benefits 

Eighty-six  reported  no  outside  income,  139  reported  some  other 
source  of  support  or  supplement  to  their  workmen's  compensation  bene- 
fits. In  25  cases  they  were  receiving  public  assistance  and  in  68  some 
other  member  of  the  family  was  employed. 

Occupations 

As  might  be  expected,  the  largest  number  of  accepted  cases  comes 
from  the  skilled,  semiskilled,  and  agricultural  occupations.  It  is  interest- 
ing to  note,  however,  that  the  objective  of  vocational  rehabilitation 
plans  are  distributed  among  the  professional,  semiprofessional,  man- 
agerial, clerical,  sales,  and  personal  service  occupations.  In  many  in- 
stances the  rehabilitation  objective  represents  an  upgrading  of  the 
claimant,  such  as  from  carpenter  to  building  inspector.  Often,  however, 
the  classification  represents  simply  a  change  to  an  occupation  more 
suitable  for  the  claimaint's  disability,  and  in  some  instances  results  in 
a  reduction  in  earnings  as  in  the  case  of  a  change  from  lumber  scaler 
to  timekeeper. 

Disability  of  Claimants  Accepted  for  Rehabilitation  Service  and 
Closed  Without  Service 

Generally  speaking  there  is  a  reasonably  close  parallel  between  the 
incidence  of  a  particular  disability  and  the  number  of  cases  accepted 
that  involve  the  particular  disability.  As  might  be  expected,  more  severe 
disabilities,  such  as  those  involving  three  or  more  extremities,  appear 
among  the  cases  accepted  and  not  among  those  closed  without  service. 
A  notable  exception,  however,  are  the  cases  of  amputations  involving 
a  major  member  of  the  body  that  have  been  closed  without  service.  A 
number  of  these  cases  are  known  to  still  be  in  litigation  and  may  later 
wish  to  consider  some  assistance  in  making  a  vocational  adjustment. 
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Others  are  known  to  have  been  satisfactorily  fitted  with  a  prosthesis 
and  returned  to  their  former  employer.  Further  study  of  this  group  is 
indicated.  Noniudustrial  disabilities  are  more  frequent  among  those 
cases  that  were  accepted  than  among  those  that  were  closed  without 
service.  Seventy-seven  out  of  161  cases  that  were  accepted  reported 
disabilities  of  a  noniudustrial  origin  while  among  those  closed  without 
service  only  23  out  of  524  reported  noniudustrial  disabilities.  Since 
many  of  these  cases  were  closed  without  additional  medical  information, 
the  extremely  low  figure  of  23  would  no  doubt  be  somewhat  larger  if 
adequate  medical  information  had  been  obtained. 

Severity  of  Handicap 

In  comparing  the  disabilities  of  claimants  who  were  accepted  and  those 
able  to  work  out  their  own  rehabilitation  plan  and  observing  the  difficulty 
the  counselors  encountered  in  working  out  rehabilitation  plans  for  many 
of  their  clients,  it  became  apparent  that  often  the  total  handicap  was  the 
sum  of  a  number  of  factors  not  always  apparent  in  the  medical  report.  In 
addition  to  the  physical  limitations  created  by  a  claimant's  disability, 
cases  were  often  complicated  by  the  claimant 's  age  and  his  limited  edu- 
cation. The  project  counselors  were  requested  to  review  all  case  records, 
medical  reports,  and  other  documents  and  classify  the  accepted  cases 
according  to  12  classifications  of  severity  of  handicap.  The  counselors 
rated  approximately  half  of  the  accepted  cases  suffering  from  a  mod- 
erate or  slight  limitation,  the  remainder  were  rated  as  severe  or  com- 
plicated by  factors  of  age  or  education. 

Nature  of  Work  Limitation 

One  of  the  first  requirements  of  a  rehabilitation  plan  is  that  the  ob- 
jective be  compatible  with  the  physical  limitations  imposed  by  the 
handicap.  The  project  counselors  were  asked  to  classify  all  cases  with 
respect  to  the  claimant's  primary  and  secondary  limitations,  according 
to  12  items  commonly  required  in  work  situations.  In  many  cases  there 
would  be  more  than  two  limitations;  however,  the  primary  and  sec- 
ondary classifications  indicate  the  most  common  limitations  created 
by  traumatic  injuries.  Particularly  outstanding  is  the  limitation  of 
lifting  which  correlates  directly  with  the  number  of  back  injuries  re- 
ported and  accepted  for  service.  (Table  11) 

SELF-INSURED  EMPLOYERS 

The  following  set  of  tables  covers  the  period  of  November  1,  1956, 
to  April  30,  1958,  during  which  period  14  California  self-insured  em- 
ployers participated  in  the  pilot  study  of  the  rehabilitation  needs  of  the 
industrially  injured  worker.  The  14  firms  employ  approximately  85,000 
workers  of  a  total  of  624,700  employed  by  self -insured. 

Claimants  reported  to  the  study  project  include  only  those  whose 
period  of  disability  lasted  for  more  than  49  days.  During  the  18-month 
period  covered  by  the  project,  209  cases  were  reported  at  an  average 
rate  of  11.6  per  month. 

As  of  September  30,  1958,  149  had  returned  to  employment  and  one 
was  self-employed.  In  seven  cases  the  probability  of  returning  to  their 
former  employment  was  still  undetermined.  Eleven  were  reported  un- 
employed 180  days  after  injury  and  28  had  not  reported  their  employ- 
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ment  status.  In  all  likelihood  a  nuinbor  of  these  have  now  returned  to 
employment. 

Of  the  10  eases  reported  as  not  expected  to  return  to  former  employ- 
ment, only  six  were  assigned  to  vocational  rehabilitation  counselors  for 
contact.  Of  these,  five  have  been  closed  without  service,  one  remains 
under  consideration  for  service,  and  one  has  not  been  assigned  at  em- 
ployer's request. 

This  distribution  of  claimants  is  shown  in  the  following  Tables  12 
and  13. 

With  the  number  of  cases  (40)  still  outstanding,  it  is  not  possible  to 
generalize  concerning  need  for  reliabilitation  services  for  all  indus- 
trially injured  workers  employed  by  self -insured  employers.  It  can  be 
said,  however,  that  of  the  169  cases  reviewed,  149  have  returned  to 
employment,  140  of  them  to  their  former  employers.  Of  the  11  reported 
as  remaining  unemployed  and  the  10  reported  as  not  expected  to  return 
to  former  emplo^nnent,  none  have  been  found  to  be  in  need  of  or  inter- 
ested in  vocational  rehabilitation  service.  (Table  14)  In  addition  to  the 
fact  that  self -insurers  re-employ  a  high  percent  of  their  more  seriously 
disabled  workers,  the  record  Avould  indicate  that  the  rate  of  serious 
accidents  of  w^orkers  employed  by  self-insurers  is  considerably  lower 
than  that  found  among  employers  covered  by  private  insurance  carriers. 

Based  on  a  population  of  3,796,000  covered  workers  and  a  total  of 
17,000  work  injuries  that  lasted  more  than  49  days  for  employers  cov- 
ered by  insurance  carriers,  we  have  a  ratio  of  one  injured  worker 
during  the  year  to  223  workers.  Based  on  the  sample  of  self-insured 
employers  who  employ  approximately  85,000  workers  and  reported 
209  work  injuries  that  lasted  for  49  or  more  days  during  an  18-month 
period,  we  found  a  ratio  of  one  such  injury  to  approximately  607  em- 
ployed workers  during  a  12-month  period. 

While  these  figures  seem  to  indicate  a  much  lower  ratio  of  serious 
injuries  to  workers  employed  bj'  self -insurers,  they  do  not  take  into 
consideration  such  factors  as  health  and  retirement  plans  that  play  a 
part  in  providing  benefits  to  injured  workers  or  the  effect  of  the  em- 
plojanent  policy  of  the  employer  that  encourages  the  re-employment  of 
an  injured  worker  as  soon  as  he  is  able  to  return  to  work  even  though 
he  is  not  able  to  full}^  perform  his  tasks. 

In  either  case  these  policies  are  usualh'  favorable  to  the  worker  in 
that  his  risk  of  injury  is  less  and  his  opportunity  to  return  to  work  at 
full  pay  is  increased.  In  addition  to  the  apparently  smaller  number  of 
serious  injuries,  the  policy  of  re-employment  tends  to  reduce  the  im- 
mediate need  for  vocational  rehabilitation. 

It  should  be  pointed  out  that  the  results  of  the  study  to  date,  although 
favorable,  are  not  conclusive.  It  is  possible  that  a  number  of  the  unde- 
termined, unemployed,  and  nonreply  cases  wdll  be  found  to  require 
some  rehabilitation  service. 

Another  factor  that  cannot  be  evaluated  within  the  time  limit  of  the 
present  study  is  the  loug-time  effect  of  serious  industrial  injuries.  An 
indication  of  this  problem  is  to  be  found  in  the  number  of  cases  referred 
to  the  Vocational  Rehabilitation  Service  five  or  more  years  after  the 
injury,  usually  through  some  other  social  agency.  Again,  it  may  be 
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Table  1-a 
Source  of  Referral  of  Claimants  in  Groups  A  and  B 

SAMPLE   I 

Tot<al  number  reported 8,436 

Total  reported  by  carriers 8,248 

Referred  from  other  sources 188 


Table  1-b 
Distribution  of  All  Claimants  According  to  Work  Expectation 

SAMPLE   I 

Total  number  reported 

Expected  to  return  to  employment 8,054 

Not  expected   348 

No  report  received 17 

Undetermined 17 


8,436 


Table  2 

Interval  in  Months  From  Injury  to  Dote  of  Assignment  of  Claimants 

Assigned  for  Contact  and  Accepted  for  Service  in  Group  A 

SAMPLE  1 
Months                                            Assigned  Percent  Accepted  Percent 

Total    830  100  161  100 

1-  6  months  12  1.4  3  1.9 

7-12  months  464  55.9  40  24.8 

13-18  months  203  24.5  67  41.6 

19-24  months  117  14.1  42  26.1 

25-30  months  28  3.4  8  4.9 

31-34  months  5  .6  _  - 

35-40  months  1  .11  .6 

Table  3 

Interval  in  Months  From  Injury  to  Assignment  for  Claimants 

Reported  in  Group  B 


SAMPLE  I 
Months  from  injury  Accepted  for 

to  assignment                        service  Pending 

Total 64  46 

Less  than  3  months 11  6 

3  through     4  months 14  7 

r»  throuj;h     6  months 10  6 

7  through     8  months 14  4 

9  through  10  months 7  3 

11  through  15  months 4  6 

16  through  20  months 2  6 

21  through  25  months 1  5 

26  through  30  months 1  3 


Closed  without 

service 

Total 

Percent 

237 

347 

100 

58 

75 

21.62 

49 

70 

20.12 

48 

64 

18.43 

38 

56 

16.14 

23 

33 

9.51 

8 

18 

5.21 

7 

15 

4.32 

5 

11 

3.21 

1 

5 

1.44 
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Table  4-a 

Interval  in  Months  From  Injury  to  Assignment  for  All  Claimants  Assigned  for 

Contact,  and  From  Injury  to  Acceptance  for  All  Accepted  for  Service 

SAMPLE  II 
Assigned  for 

contact  Percent  Accepted          Percent 

Total                                               213  100  22                   100 

Interval:                                                

1-  3  months 16  7.5 

4-  6  months 50  23.5  1                     4.5 

7-  9  months 79  37.1  4                   18.2 

10-12  months 44  20.6  7                   31.8 

13-15  months 11  5.2  6                   27.3 

16-18  months 10  4.7  4                   18.2 

19-21  months 

22-24  months  1  .4  _ 

25-30  months 1  .4  _ 

31-36  months 

37-48  months 1  .4  _ 

49  -  Over _  _  _                        _ 


Table  4-b 
Interval  in  Months  From  injury  to  Acceptance  for  Rehabilitation  Service 

SAMPLE  II 
Total 22 

Interval  in  months  11  months 3 

6  months 1  12  months 2 

7  months 1  13  months 2 

8  months — _  1  14  months 2 

9  months 2  15  months 2 

10  months 2  16  months 2 

18  months 2 

Table  5 

Source  of  Income  Other  Than  Workmen's  Compensation  Benefits  Reported  by 

Claimants  in  Groups  A  and  B  Who  Were  Accepted  for 

Vocational  Rehabilitation  Service 

SAMPLE  I 

Source  of  income                                                                           Group  A  Group  B  Total 

Total 161  64  225 

No  other  income 54  32  86 

Wages  earned 8  2  10 

Relief,  public 18  7  25 

Relief,  private 

Unemployment  insurance 3  2  5 

Other  insurance   4  3  7 

Other  members  working 51  12  63 

Savings  or  investments 13  1  14 

Other    4  3  7 

Pensions 6  2  8 
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Table  6 

Status  of  Claimants  Assigned  for  Contact  Who  Were  Accepted  for 

Rehabilitation  Service  and  Those  Whose  Cases  Were  Closed 

Without  Service  With  Respect  to  Receipt  of  Workmen's 

Compensation  at  Time  Cose  Was  Reviewed  With 

Carrier  for  Groups  A  and  B 

SAMPLE   I 

Rehaiilitation  status  of  claimants 

f^tatus  of  claimants  ivith  respect  to  Group  A  Group  Ti 

workmen's  compensation  Closed    Accepted  Closed     Accepted 

Total    534           161  237             64 

Receiving  temporary  compensation 230             76  175             49 

Receiving  permanent  compensation 7               9  4               1 

Not  receiving  compensation 243             47  20               6 

Compromise  and  release  settlement  consummated  32             18  2               2 

Not   verified    22             11  30               6 

NOTE:  The  Group  A  cases  weie  reviewed  with  the  carrier  seven  months  or  more  after  injury,  while  Group  B 
cases  could  be  reviewed  within  two  to  three  months  after  injury. 


Table  7 

Action  Taken  With  Respect  to  Cases  Reported  by 

Carriers  in  Groups  A  and  B 

SAMPLE  I 

Total  number  of  cases  handled 8,436 

Number  reopened  after  closure 163 

Total  actions  recorded 8,599 

Number   employed   or   closed   for   other   reasons   before 

assignment    (mail  contact) 7,224 

Closed  without  service  after  assignment   (contact) 848 

Accepted  for  vocational  rehabilitation  service 225 

Closed  after  acceptance  for  service 48 

In    plan    development 92 

In    rehabilitation    plan 85 

Assigned  for  contact   (outstanding) 284 

(Tables  2  and  7) 

Permission  to  contact  not  granted 18 
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Table  8 

Reasons  for  Closure  V/ithout  Service  of  Cases  Assigned  for 

Contoct  in  Groups  A  and  B 

SAMPLE  ! 
Reasons  for  closure  Group  A  Group  B     Total 

Total 534  237  771 

1.  Nonresident 5  3  8 

2.  Mexican  national 12  3 

3.  No  vocational  handicap 63  7  70 

4.  Severity  of  disability 38  32  70 

5.  Work  expectancy  less  than  three  years 11  1  12 

6.  Ineli!,able  for  need  factor  services 2  13 

7.  Lost  contact 62  11  73 

8.  Employed  —  suitable 90  59  149 

9.  Employed  —  unsuitable 2  13 

10.  Married,  left  labor  market 6  __  6. 

11.  Left  labor  market  other  than  married 19  22  41 

12.  Client  has  own  plan 38  21  59 

13.  Will  apply  after  workmen's  compensation  settlement  is 

made 15  __  15 

14.  Claimant  rejected  service  on  advice  of  counsel 2  5  7 

15.  Client    inaccessible    to    rehabilitation    facilities    and/or 

transportation 2  2  4 

16.  Emotional  instability  of  client 9  2  11 

17.  Immaturity  of  client 

18.  Sociopathic   behavior 5  2  7 

19.  Failed  to  reply  to  correspondence 63  17  SO 

20.  Not  interested 76  25  101 

21.  Refused  service 1             1 

22.  Lacks  motivation 5             5 

23.  f?ocial  and  family  problems 3  14 

24.  Expected  to  return  to  former  employment 9  12  21 

25.  Client  institutionalized 2  2 

26.  Deceased 2  9  11 

27.  Other    5  __  5 


Table  9 

Number  of  Claimants  Reviewed  With  Carrier  Wherein  Permission  to 

Contact  Was  Granted  or  Denied,  Groups  A  and  B 

SAMPLE   1 

Group  A         Group  B         Total 

Total    2,470  237  2,707 

Permission  granted 2,204  224  2,428 

Permission  not  granted 168  8  176 

*  Not  requested   81  5  86 

t  No  report 17                    17 

*  Cases  reported  from  other  sources.  Reports  requested  from  carriers  after  contact, 
t  Reports  not  yet  received  from  carriers. 

NOTE:  The  flies  of  all  claimants  that  were  considered  for  assignment  were  renewed  with  carrier  prior  to  assign- 
ment for  contact,  and  permission  to  contact  was  optional  with  the  carrier  unless  the  claimant  was 
referred  from  some  other  source. 
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Table  1 1 

Nature  of  Work  Limitation  of  Claimants  in  Groups  A  and  B  Who  Were 

Accepted  for  Service  as  Evaluated  by  the  Rehabilitation 

Counselor  Based  on  Medical  Report 

SAMPLE   I 

Group  A  Group  B 

Primary  Secondary  Primary  Secondary 

Total 161  117  64  44 

1.  Strength 2  7  13 

2.  Endurance   7  5  2               3 

3.  Co-ordination    3  7  1 

4.  Mobility   22  16  12               8 

5.  Standing 25  28  15             11 

6.  Balance 2  2  __               1 

7.  Manipulation 22  3  15 

8.  Climbing 5  7  1              __ 

9.  Lifting    72  30  15             12 

10.  Psychological  or  emotional 6  13 

11.  Visual 14  12 

12.  Hearing    __  2  __                1 

Table  12 

Total  Number  of  Reported  Injuries  Causing  Disability  for  49  Days  or  More 

and  the  Employer's  Evaluation  of  the  Claimant's  Likelihood  of 

Returning  to  Former  Employment 

November  1,  1956-April  30,  1958 

SELF-INSURERS 
Total  reported   209 

Total  "expected  to  return" 192 

Expected  "expected  to  return" 169 

Undetermined  to  "expected  to  return" 23 

Total  not  expected 10 

Not  expected  to  return 5 

Undetermined  to  "not  expected  to  return" 5 

Number  remaining  undetermined 7 

Table  13 
Action  Taken  With  Respect  to  Claimants  Referred  by  Self-Insured  Employers 

SELF-INSURERS 
Total  reported   209 

Number  closed  before  assignment  for  contact 

expected  to  return  to  former  employment 153 

Number  not  expected  to  return  to  former  employment 

closed  before  assignment 3 

Number  pending  action 46 

Nonreply  to  employment  questionnaire 

(sent  to  employers)   28 

Remaining  unemployed  at  time  of  followup 11 

Work  expectancy  undetermined 7 

Number  assigned  for  contact 6 

Closed  after  assignment 5 

Employed    3 

Left  labor  market 1 

Own  plan   1 

Still  assigned   1 

Pend'ng  assignment,  permission  not  granted 
to  contact 1 
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Table  14 

Employment  Status  of  Claimants  Six  Months  After  Injury  Who  Were  Reported 
By  Self-insured  Employers  as  Expected  to  Return  to  Former  Employment 

SELF-INSURERS 
Employment  status  Total 

Total    192 

Working  for  the  same  employer: 140 

1.  Same  kind  of  work,  receive  the  same  pay 108 

2.  Same  kind  of  work,  receive  more  pay 7 

3.  Different  kind  of  work,  receive  the  same  pay 22 

4.  Different  kind  of  work,  receive  more  pay 3 

AVorking  for  a  different  employer 6 

5.  Same  kind  of  work,  receive  the  same  pay 4 

6.  Same  kind  of  work,  receive  less  pay 1 

7.  Different  kind  of  work,  receive  less  pay 1 

Not  working: 17 

8.  Unemployed  because  of  disability 11 

9.  Unemployed  for  other  reasons 6 

Other  :   — __..         29 

10.  Self-employed    1 

11.  Nonreply  to  questionnaire 28 


SECTION  V 


RELATIONSHIP  OF  THE  SUBSEQUENT  INJURY 
PROVISIONS  OF  WORKMEN'S 
COMPENSATION  LAWS  TO  THE  EMPLOYMENT 
OF  PHYSICALLY  HANDICAPPED  PERSONS 

Originally  workmen's  compensation  was  established  to  provide  an 
injured  workman  with  a  limited  coverage  to  reduce  the  risk  he  assumed 
in  undertaking  employment  and  to  limit  the  liability  of  the  employer 
to  specific  amounts.  In  no  instance,  however,  was  it  anticipated  that 
the  employer  would  be  responsible  for  any  disability  resulting  from  a 
pre-existing  disease  or  physical  condition.  It  soon  became  obvious  that 
the  worker  who  liad  already  lost  one  eye  suffered  a  much  greater  dis- 
ability with  the  loss  of  his  other  eye,  creating  total  blindness ;  however, 
the  employer  could  be  only  held  liable  for  the  loss  of  the  one  eye  which 
occurred  in  the  course  of  the  employee's  work.  The  same  situation  pre- 
vailed with  the  loss  of  a  second  hand  or  a  leg. 

Recognition  of  this  inequality  led  to  the  establishment  of  second  in- 
jury funds  which  were  financed  by  a  variety  of  methods.  In  California 
the  second  injury  fund  is  financed  by  an  appropriation  from  the  Gen- 
eral Fund,  the  cost  being  borne  by  the  taxpayer.  In  44  states  and  terri- 
tories, second  injury  funds  are  financed  either  directly  or  indirectly  by 
employer  contributions.  (See  Appendix  XIII.) 

Most  of  the  subsequent  injury  laws  provide  that  if  the  injury 
sustained  in  the  course  of  employment  plus  the  pre-existing  permanent 
disability  equals  total  disability,  the  workman  would  be  eligible  to 
apply  to  the  subsequent  injury  fund  for  indemnity  benefits  for  the 
increased  handicap  imposed  by  compounding  his  industrial  injury  and 
the  pre-existing  condition,  the  employer  being  liable  only  for  the  dis- 
ability resulting  from  the  work-connected  injury.  Under  these  condi- 
tions the  workman  is  required  to  assume  a  risk  of  increased  disability 
in  case  the  combined  disabilities  were  not  considered  to  be  total,  while 
the  employer  would  not  assume  any  additional  liability. 

In  California  the  second  injury  law  has  taken  a  course  that  is  some- 
what unique  in  that  it  requires  that  the  combined  effect  of  the  last 
injury  and  the  previous  disability  result  in  permanent  disability  of  at 
least  70  percent  and  that  the  subsequent  injury  when  considered  alone 
result  in  a  disability  equal  to  at  least  40  percent.  (Appendix  XI.) 

(75) 
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One  of  the  arguments  for  establishment  of  the  second  injury  fund 
was  tliat  it  would  increase  the  employment  opportunity  for  certain 
handicapped  workers ;  however,  since  the  employer  was  never  liable  for 
the  increased  disability  created  by  compounding  the  work-connected 
injury  with  the  pre-existing  condition,  the  availability  of  the  second 
injury  fund  did  not  provide  any  additional  incentive  for  employers  to 
hire  those  handicapped  persons  who  might  be  eligible  to  subsequent 
injury  fund  benefits.   (Appendix  XII.) 

Another  factor  affecting  the  employer's  attitude  towards  the  employ- 
ment of  the  handicapped  person  is  the  so-called  experience  or  merit 
rating  system  whereby  the  premiums  charged  for  a  specific  industry 
or  employer  may  fluctuate  depending  upon  the  ratio  of  his  losses  to 
total  premiums  paid.  Such  a  system  becomes  a  positive  motivation  for 
the  employer  to  keep  his  losses  at  a  minimum.  As  a  result,  many  em- 
ployers have  established  rigid  pre-employment  phj^sical  examinations 
and  have  established  many  arbitrary  policies  concerning  the  employ- 
ment of  various  types  of  handicapped  persons  based  on  the  belief  that 
they  may  be  more  prone  to  accidents  than  so-called  nonhandicapped 
persons,  the  subsequent  injury  fund  playing  no  part  in  the  employer's 
decision. 

During  recent  years  persons  working  in  employment  offices  and  in 
rehabilitation  agencies  have  been  able  to  overcome  many  employer 
prejudices  with  respect  to  employing  handicapped  persons.  Most  of 
these  prejudices  appeared  as  arbitrary-  policies  that  had  little  or  no 
relationship  to  the  job  requirements.  Such  policies  often  prohibited  the 
hiring  of  persons  with  loss  of  a  member  or  with  diminished  sight  or 
hearing.  However,  in  the  case  of  such  diseases  as  cardiovascular,  dia- 
betes, epilepsy,  and  other  chronic  conditions,  the  employer  has  not 
always  been  protected  by  the  subsequent  injury  fund,  and  in  cases  of 
apportionment  he  could  not  determine  how  much  of  the  pre-existing 
condition  would  be  apportioned  to  the  subsequent  injury  fund  and  how 
much  would  need  to  be  assumed  by  the  employer  or  his  insurance 
carrier.  A  series  of  court  decisions  and  eonunission  rulings  have  tended 
to  attribute  many  of  the  disabilities  that  might  be  classified  as  resulting 
in  part  from  degenerative  i)rocesses  as  work  connected,  apportioning 
that  portion  they  deem  to  be  aggravated  by  employment  to  the  em- 
ployer and  the  cliiference  between  that  amount  and  the  full  disability 
rating  to  the  subsequent  injury  fund  provided  the  total  disability  was 
sufficient  to  make  the  claimant  eligible  to  the  subsequent  injury  fund. 
While  each  of  the  chronic  conditions  referred  to  above  have  much  the 
same  effect  upon  the  employer's  liability,  they  differ  considerably  in 
the  etiology  and  in  their  disabling  effects. 

One  of  the  groups  most  widely  discriminated  against  in  employment 
is  the  epileptic.  So  much  so  that  most  epileptics  will  not  admit  their 
affliction  when  applying  for  employment  and  their  desperate  need  for 
employment  often  persuades  them  to  assume  risks  dangerous  to  them- 
selves and  others,  such  as  driving  an  automobile  or  operating  machin- 
ery. When  employed  and  free  from  seizures  the  epileptic  is  as  normal 
as  any  other  person  and  represents  no  particular  risk ;  however,  his 
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condition  presents  two  specific  problems  to  eiiiploviM's  mikI  adminis- 
trators of  workmen's  compensation  laws. 

In  the  first  instance  he  may  be  injured  in  lh<'  coui-se  of  liis  regular 
employment  the  same  as  any  other  worker,  the  injmy  having  no  rela- 
tionship to  his  epilepsy;  however,  tlic  combined  disabilities  of  the  in- 
dustrial injury  and  the  pre-existing  e])ilepsy  may  make  him  eligible  to 
the  subsequent  injury  fund.  (See  Section  X  for  further  discussion  of 
epilepsy.) 

The  second  situation  is  one  that  is  of  more  direct  concern  to  the 
employer  in  that  a  person  afflicted  with  epilepsy  may  receive  an  injury 
as  a  result  of  an  epileptic  seizure  while  at  work  or  on  the  premises  of 
his  employer.  The  disability  that  may  result  from  his  injury  is  clearly 
not  the  result  of  liis  employment ;  however,  present  court  rulings  would 
make  such  an  injury  the  responsibility  of  the  employer.  Under  these 
circumstances  it  is  quite  obvious  that  any  employer  conscious  of  his 
merit  rating  will  avoid  employing  any  person  who  would  constitute  a 
potential  liability  by  virtue  of  a  condition  that  coidd  conceivably  bring 
about  an  injury  that  would  have  no  relationship  to  his  employment. 

Epileptics  as  a  group  have  indicated  no  desire  to  create  an  additional 
liability  for  the  employer  who  offers  them  an  opportunity  to  work.  Some 
have  on  occasions  proposed  that  the^^  be  allowed  to  waive  their  rights  to 
benefits  or  that  they  pa.y  into  a  fund  the  additional  amount  required 
to  cover  any  disability  that  might  result  from  the  employment  of  an 
epileptic.  One  of  the  recent  efforts  in  this  direction  has  been  the  passage 
of  an  amendment  to  the  Ohio  workmen's  compensation  law. 

In  reporting  on  the  Ohio  law,  Mr.  Ila.y  J.  Oakley,  Assistant  Under- 
writer, New  York  State  Insurance  Fund,  states :  ^ 

"This  law  (Ohio)  defines  a  handicapped  employee  as  one  who  is 
afflicted  with,  or  subject  to  any  physical  or  mental  impairment 
whether  congenital  or  due  to  any  injury  or  disease  of  such  char- 
acter that  the  impairment  constitutes  a  handicap  in  obtaining  em- 
ployment, or  would  constitute  a  handicap  in  obtaining  re-employ- 
ment if  the  employee  should  become  unemployed.  A  further  pro- 
vision requires  that  the  handicap  may  be  due  to  certain  diseases 
or  conditions  which  were  recited  in  last  year's  report  and  which 
need  not  be  enumerated  here. 

"The  Industrial  Commission  is  charged  with  the  responsibility 
of  determining  whether  all  or  any  portion  of  the  entire  cost  of  the 
newly  filed  claim  shall  be  charged  to  what  is  known  as  the  '  Surplus 
Fund'  and  not  merit  rated.  In  other  words,  the  employer  is  charged 
only  wdth  that  portion  of  the  loss  which  is  determined  to  be  his 
direct  liability  and  the  balance  is  absorbed  by  the  surplus  fund 
which  is,  in  fact,  the  general  fund.  In  the  event  the  employer  is 
a  self -insurer,  the  self-insurer  pays  the  entire  cost.  If  it  be  deter- 
mined that  all  or  part  of  the  cost  should  be  charged  to  the  surplus 
fund  a  direct  refund  is  made  to  the  self-insurer  or  in  the  event 
the  self -insurer  does  not  pay,  the  fund  may  pay  direct  as  the  cir- 
cumstances may  indicate.  The  benefits  of  this  act  apply  only  in 
death  and  permanent  total  disability  cases  and  in  temporary  and 
permanent  scheduled  losses.  It  also  applies  only  to  employees  whose 

1  Workmen'.<?  Compensation  Problems,  lAIABC  Proceedings  19 5G,  U.  S.  Department  of 
Labor,  Bulletin  192. 
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claims  arose  on  and  after  September  27,  1955.  The  employer  may 
give  notice  to  the  Industrial  Commission  prior  to  injury  that  he 
has  a  handicapped  employee  in  his  employment.  A  specified  form 
of  application  is  provided  by  the  commission  for  use  of  the  em- 
ployer to  set  forth  the  pertinent  facts  as  to  where,  when,  and  how 
the  injury  occurred  and  a  description  of  the  handicap.  However, 
if  no  such  notification  is  given,  the  commission  is  not  precluded 
from  making  a  determination. 

' '  Proof  must  be  filed  in  written  form  by  the  attending  physician, 
or  otherwise,  to  substantiate  the  allegation  in  the  application  and 
the  case  is  properly  reviewed  and  set  down  before  the  membership 
of  the  commission  for  a  decision.  If  it  is  found  that  the  injury  or 
disease  would  not  have  occurred  except  for  the  pre-existing  physi- 
cal or  mental  impairment,  all  compensation  and  benefits  shall  be 
charged  to  the  surplus  fund. 

"If  the  injury  or  occupational  disease  would  have  been  sus- 
tained or  suffered  without  the  employee's  pre-existing  impairment, 
but  caused  in  part  through  aggravation  of  such  pre-existing  disa- 
bility, the  commission  will  determine  in  an  equitable  and  reasonable 
manner  based  on  medical  proof  the  amount  of  disability  or  propor- 
tion of  the  cost  of  the  death  award  attributable  to  the  pre-existing 
disability  and  this  amount  is  charged  against  the  surplus  fund. 

"Noncomplying  employers,  that  is,  those  who  have  not  complied 
with  the  TVorkmen's  Compensation  Act  either  through  insurance 
with  the  state  fund  or  by  obtaining  permission  to  pay  compensa- 
tion directly  are  not  permitted  to  participate  in  the  benefits  pro- 
vided by  the  act.  We  understand  that  there  have  been  very  few 
cases  treated  under  this  section.  The  commission  has  been  most 
circumspect  in  deciding  these  cases  so  as  to  get  sufficient  experience 
to  assist  it  in  preparing  proper  rules  of  procedure.  The  commis- 
sion does  not  anticipate  an  influx  of  these  cases  to  the  extent  that 
it  might  impair  the  surplus  fund.  However,  with  another  year's 
experience  a  more  accurate  prediction  can  be  made. 

"It  is  believed  that  this  new  act  will  be  beneficial  to  both  indus- 
try and  labor  in  that  no  part  of  a  pre-existing  condition  will  be 
borne  by  the  individual  employer  but  by  industry  as  a  whole  who 
contribute  to  the  surplus  fund,  the  state  fund  and  self-insurers 
alike.  Labor  benefits  from  this  because  a  more  liberal  interpreta- 
tion of  the  law  and  a  fair  and  equitable  evaluation  can  be  made 
with  less  controvers3^ 

"The  act  also  provides  that  if  a  person  in  active  service  in  the 
Armed  Forces  of  the  United  States,  at  any  time  subsequent  to 
May,  1940,  and  prior  to  the  termination  of  the  war  between  the 
United  States  and  Japan,  sustain  an  injury  or  disease  in  said  serv- 
ice and  thereafter  sustains  another  injury  while  employed  by  an 
employer  in  Ohio,  the  commission  may  award  compensation  and 
shall  determine  what  portion  is  due  to  the  injury  so  sustained  and 
what  portion  is  due  to  the  injury  incurred  in  the  armed  service. 
The  part  due  to  the  armed-service  injury  shall  be  charged  to  the 
surplus  fund  and  not  merit  rated  in  the  case  of  a  state  fund  em- 
ployer and  that  part  paid  back  to  a  self-insurer. 
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"There  is  a  third  provision  in  the  law  where  an  employee  loses 
a  hand,  arm,  foot,  leg,  or  eye,  then  sustains  a  similar  loss  in  an- 
other accident  becomes  prima  facie  entitled  to  compensation  for 
permanent  and  total  disability.  Any  compensation  for  such  perma- 
nent and  total  disability  is  charged  to  the  surplus  fund  and  not 
against  the  self-insurer  employer.  By  actuarial  rule,  the  same  pro- 
cedure is  followed  in  the  case  of  a  state  fund  employer." 

This  proposal  in  itself  does  not  alter  the  present  situation  in  which 
an  injury  which  occurs  as  a  result  of  a  seizure  is  considered  as  arising 
out  of  and  in  connection  with  the  worker's  employment.  It  does  make 
it  clear  that  the  employer  will  be  liable  only  for  that  portion  of  the 
disability  that  results  from  the  industrial  injury  and  would  make  it 
equally  clear  that  the  epileptic,  if  qualified,  will  be  entitled  to  some 
benefits  from  the  subsequent  injury  fund. 

It  also  has  some  incentive  for  the  epileptic  to  disclose  his  disability 
to  his  employer  so  that  proper  precautions  can  be  taken  in  his  place- 
ment. It  is  doubtful,  however,  if  these  conditions  alone  will  provide 
sufficient  motivations  to  materially  increase  the  employment  of  any 
substantial  number  of  epileptic  persons. 

The  following  suggestions  are  drawn  from  the  various  proposals  sub- 
mitted to  the  committee  and  while  they  tend  to  restrict  the  benefits 
that  may  be  provided  to  the  epileptic  under  the  workmen's  compensa- 
tion law,  they  retain  the  basic  protection  offered  other  workers  and 
may  provide  greater  incentive  to  the  employer  to  consider  the  em- 
ploying of  the  epileptic  and  other  disabled  persons.  These  include : 

1.  That  the  epileptic  be  required  under  strict  regulations  to  disclose 
his  epilepsy  when  applying  for  employment. 

2.  That  the  employer  shall  be  liable  for  any  and  all  injuries  arising 
out  of  the  employment  and  the  employment  situation. 

3.  That  the  employer  not  be  liable  for  any  injury  arising  out  of  an 
epileptic  seizure  alone  although  it  may  occur  during  working  hours 
or  while  on  the  premises  of  the  employer. 

4.  That  the  epileptic  be  eligible  to  benefits  from  the  subsequent 
injury  fund  only  in  those  instances  where  the  industrial  injury 
was  work  connected  and  to  the  extent  that  the  industrial  injury 
compounds  his  total  disability. 

5.  That  any  person  with  a  pre-existing  disability  be  eligible  to  bene- 
fits from  the  subsequent  injury  fund  if  the  total  disability  result- 
ing from  the  pre-existing  condition  and  the  subsequent  injury 
equals  70  percent  or  more. 

RECOMMENDATIONS 

1.  That  any  person  suffering  from  a  pre-existing  physical,  neurologi- 
cal, or  mental  disability  who  receives  a  subsequent  industrial  in- 
jury that  is  work  connected  be  eligible  to  benefits  from  the  Sub- 
sequent Injury  Fund  only  if  the  resulting  combined  disabilities 
are  equal  to  or  greater  than  70  percent  and  the  industrial  injury 
accounts  for  at  least  40  percent  of  the  disability. 

SUMMARY  OF  TESTIMONY 

Although  many  witnesses,  appeared  before  this  interim  committee 
and  previous  legislative  committees  established  under  identical  resolu- 
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tions  to  urge  some  action  with  regard  to  second  injury  laws,  the  state- 
ment of  two  witnesses  are  presented  in  that  they  contain  specific 
proposals  and  in  general  represent  the  points  of  view  presented  to  the 
committee. 

John  Int)errieden 
CaHfornia  Epileptic  Society 
Los  Angeles,  December  10,  1957 

The  object  of  the  Subsequent  Injury  Fund  provisions  of  our  Work- 
men's Compensation  Act  is  to  encourage  emplo^Tuent  of  handicapped 
workers,  thus  facilitating  their  rehabilitation,  sustaining  their  morale, 
and  preventing  their  becoming  public  charges  due  to  actual  inadequacy 
of  normal  compensation  awards.  (DaJilheck  v.  I.A.C.,  135  C.A}  394,  287 
P.2.353.) 

The  present  wording  of  our  statute,  Labor  Code  Section  4751,  limits 
an  award  from  the  Subsequent  Injury  Fund  to  employees  whose  "prev- 
ious disability  or  impairment  affected  a  hand,  an  arm,  a  foot,  a  leg,  or 
an  eye  and  the  permanent  disability  resulting  from  the  subsequent 
injury  affects  the  opposite  and  corresponding  member":  or  when  the 
disability  from  the  new  injury  is  equal  to  40  percent  or  more. 

If  the  provision  referred  to  above  were  deleted,  then  the  section 
could  be  interpreted  to  include  latent  disabilities  such  as  epilepsy. 

While  we  realize  that  this  wording  is  of  a  temporary  nature,  it  is  the 
opinion  of  many  that  at  the  1959  Kegular  Session  of  the  Legislature, 
the  law  should  be  amended  so  as  to  specifically  spell  out  that  latent 
disabilities  are  covered  by  the  Subsequent  Injury  Fund. 

The  purpose  of  our  Subsequent  Injury  Fund  legislation  is  not  being 
fulfilled  so  long  as  the  employer  fears  to  hire  the  disabled  worker.  By 
some  twisted  and  completely  false  reasoning,  employers  are  prone  to 
believe  that  the  handicapped  employee  is  accident  prone.  The  falsity  of 
this  thinking  has  been  proven  by  studies  conducted  by  the  Ignited  States 
Department  of  Labor,  the  Accident  Prevention  Department  of  the 
Association  of  Casualty  and  Surety  Companies,  New  York  University 
and  many  other  competent  studies-  In  fact,  these  studies,  as  you  prob- 
ably know,  have  shown  the  handicapped  to  have  a  superior  safety  record 
in  many  instances. 

Labor  Code  Section  4751  could  be  amended  as  previously  noted,  that 
is,  by  striking  out  the  proviso  wording  now  included.  Also,  it  is  the 
opinion  of  the  California  Epilepsy  Society  that  language  similar  to  the 
following  should  be  added  to  the  code  section : 

"As  used  in  this  section,  permanently,  partially  disabled  employee 
means  an  employee  who  is  afflicted  with  or  subject  to  any  physical 
or  mental  impairment,  or  both,  whether  congenital  or  due  to  an 
injury  or  disease  of  such  character  that  the  impairment  constitutes 
a  handicap  in  obtaining  emplojTnent  or  would  constitute  a  handi- 
cap in  obtaining  re-employment  if  the  employee  should  become 
unemployed." 

This  language  is  taken  from  tlie  law  of  the  Statn  of  Oliio,  (Ohio  Rev. 
Code  4123.631)  which  was  passed  in  1955.  It  is  our  understanding  that 
the  experience  under  this  law  has  been  very  favorable.  I  might  add  that 
in  Ohio  the  law  specifically  names  various  diseases  and  ailments  which 
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are  covered  including  epilepsy.  It  might  be  effective  to,  also,  set  forth 
various  disabilities  in  our  own  legislation.  However,  as  science  and 
medicine  progresses,  the  disabling  factors  of  certain  afflictions  diminish, 
again  making  it  necessary  to  modify  legislation. 

New  York,  also,  has  adopted  legislation  incorporating  latent  handi- 
caps in  the  coverage  afforded  by  their  subsequent  injury  fund.  (New 
York  Workmen's  Compensation  Code  No.  15.8  (d).) 

We,  of  the  California  Epilepsy  Society,  firmly  believe  that  such 
legislation  would  greatly  facilitate  employment  of  the  handicapped. 

John  Inderrieden 

California  Epilepsy  Society 
San  Francisco,  August  27,  1958 

''Workmen's  compensation  is  provided  as  a  part  of  the  cost  of  indus- 
trial injuries,  which  should  be  borne  by  business  and  the  general  public. 
It  is  not  a  system  of  accident  or  health  insurance. ' '  These  are  the  words 
of  Justice  Shinn  of  our  California  District  Court  of  Appeal.  (Em- 
ployers Mutual  Liability  Ins.  Co.  of  Wisconsin  v.  Industrial  Accident 
Commission,  253  p.  2,737,  743.) 

The  California  Epilepsy  Society,  which  I  represent,  advocates  mod- 
ernization of  our  Workmen's  Compensation  Law,  but  does  not  seek  to 
turn  such  law  into  a  social  security  program.  We  firmly  believe  that  the 
trends  in  modern  medicine  and  safety  engineering  have  made  it  impera- 
tive that  our  Legislature  consider  the  revision  of  the  Subsequent  Injury 
Fund  provisions  of  our  Workmen's  Compensation  Law  (Sections  4750 
through  4755).  The  theory  behind  this  law  is  clear  and  certainly  ac- 
cepted by  all  groups :  employer,  labor,  medical  and  general  public.  How- 
ever, due  to  limitations  provided  in  Section  4751,  an  employee  suffering 
from  a  latent  disability  or  disease  must  sustain  an  injury  at  work 
causing  at  least  40  percent  disability  and  have  had  at  least  30  percent 
prior  existing  disability  due  to  his  illness.  These  percentages  may  or 
may  not  be  equitable,  but  no  provision  has  been  made  in  our  law  for  a 
determination  of  the  pre-existing  disability  until  after  the  subsequent 
injury. 

This  gives  the  physicians  and  the  medical  rating  bureau  of  the  In- 
dustrial Accident  Commission  the  impossible  task  of  making  an  ex  post 
facto  decision  regarding  the  disability  of  an  employee,  who  has  not  been 
examined  or  even  kept  under  observation.  To  illustrate,  how  can  the 
medical  rating  bureau  determine  the  percentage  of  pre-existing  dis- 
ability of  an  epileptic,  who  has  never  reported  his  illness  to  his  em- 
ployer and  who  has  never  missed  M'ork  because  of  his  illness,  yet  who 
would  be  totally  disabled  if  it  were  not  for  the  drugs  and  therapy  de- 
veloped by  modern  science. 

We  who  work  with  the  latent  handicapped  know  from  experience  that 
these  potential  workers  are  generally  not  hired  if  their  disability  is 
known  to  the  potential  employer.  We,  further,  know  that  these  workers 
deliberately  attempt  to  conceal  their  disability  so  they  can  secure  gain- 
ful employment.  This  contradictory  procedure  does  not  lend  itself  to 
good  safety  engineering,  as  it  prevents  proper  placement  of  the  latent 
handicapped  worker. 

You  have  been  bombarded  many  times  with  statistics  and  studies 
which  have  many  times,  over  again,  proven  that  handicapped  workers 
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are  superior  workers.  It,  therefore,  would  appear  that  j^our  committee 
has  the  problem  of  recommending  legislation  which  will  assist  the  re- 
habilitation of  handicapped  persons  and  yet  be  acceptable  to  employ- 
ers, labor  representatives  and  the  taxpayer. 

We,  of  the  California  Epilepsy  Society,  are  not  here  to  propose  a 
broad  welfare  program;  quite  the  contrary,  we  propose  only  minor 
clarification  in  our  existing  Workmen's  Compensation  Laws. 

1.  Labor  Code  Section  4751  should  be  amended  to  read : 

"If  an  employee  who  is  permanently  partially  disabled  receives  a 
subsequent  compensable  injury  resulting  in  additional  permanent 
partial  disability  so  that  the  degree  of  disability  caused  by  the 
combination  of  both  disabilities  is  greater  than  that  which  would 
have  resulted  from  the  subsequent  injury  alone,  and  the  combined 
eifect  of  the  last  injury  and  the  previous  disability  or  impairment 
is  a  permanent  disability  equal  to  70  percent  or  more  of  total,  he 
shall  be  paid  in  addition  to  the  compensation  due  under  this  code 
for  the  permanent  partial  disability  caused  by  the  last  injury,  com- 
pensation for  the  remainder  of  the  combined  permanent  disability 
existing  after  the  last  injur}'  as  provided  in  this  article.  As  used 
in  this  section,  permanently,  partially  disabled  emploj^ee  means 
an  employee  who  is  afflicted  with  or  subject  to  any  physical  or 
mental  impairment,  or  both,  whether  congenital  or  due  to  an 
injury  or  disease  of  such  character  that  the  impairment  constitutes 
a  handicap  in  obtaining  employment  or  would  constitute  a  handi- 
cap in  obtaining  re-employment  if  the  employee  should  become 
unemployed. ' ' 

2.  The  following  or  a  similar  code  section  should  be  added  to  Division 
4,  Part  2,  Chapter  2,  Article  5  of  our  Labor  Code : 

*'To  be  eligible  for  an  award  under  the  provisions  of  this  article, 
an  employee  must  inform  his  employer  of  his  pre-existing  dis- 
ability or  disease  at  the  time  such  employment  is  secured  or  within 
six  months  after  this  section  becomes  effective,  whichever  occurs 
first. 

' '  The  employer  to  receive  the  benefits  of  proportionment  as  pro- 
vided in  this  article  must  advise  the  Industrial  Accident  Commis- 
sion prior  to  the  occurrence  of  an  injury  that  it  has  in  its  employ 
a  permanently  partially  disabled  emploj^ee.  An  employer  who  fails 
to  so  notify  the  Industrial  Accident  Commission  but  makes  appli- 
cation for  a  determination  under  this  article  shall  be  entitled  to  a 
proration  if  the  Industrial  Accident  Commission  finds  that  the 
failure  to  give  notice  of  emplojonent  of  such  a  permanently  par- 
tially disabled  employee  has  not  made  it  impossible  for  the  Indus- 
trial Accident  Commission  to  make  a  determination  as  required 
by  this  article." 

We  believe  that  these  recommendations  are  in  keeping  Avith  the 
changes  in  our  economy  and  the  changes  in  our  thinking  concerning 
our  society's  responsibilities  to  the  individual.  The  proposals  such  as 
we  advocate  are,  we  believe,  reasonable  and  should  be  of  benefit  to  em- 
ployers by  relieving  them  of  the  harsh  effects  of  the  Employer  Mutual 
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Decision  of  our  Supreme  Court  and  of  benefit  to  labor  in  that  it  gives 
broader  protection  to  the  working  members  of  our  population. 

Edmund  D.  Leonard 

Attorney  for  California  8  elf -Insurers  Association 

December  15,  1958 

The  influence  of  workmen's  compensation  laws  and  their  interpreta- 
tion affecting  employment  or  nonemployment  of  the  handicapped  in- 
volves three  separate  and  distinct  problems. 

First,  there  is  the  question  of  determining  when  illness,  disability 
or  death  sustained  by  a  handicapped  employee  shall  be  held  to  be 
attributable  to  industrial  injury,  where  such  illness,  disability  or  death 
is  in  whole  or  in  part  caused  by  the  pre-existing  handicap.  Otherwise 
stated,  what  as  to  a  handicapped  employee  shall  be  considered  an  injury 
arising  out  of  and  occiirring  in  the  course  of  the  employment  under 
Labor  Code  Sections  3208  and  3600? 

Secondly,  where  an  industrial  injury,  whatever  the  test  for  it,  has 
been  incurred  by  a  previously  handicapped  employee,  what  provisions 
should  be  established,  if  any,  to  thereafter  limit  the  responsibility  of 
the  employer  to  the  resultant  effects  of  the  industrial  injury  and  to 
exempt  him  from  responsibility  for  the  consequences  of  the  pre-existing 
handicap  ?  This  is  referred  to  as  the  problem  of  apportionment  and  must 
be  considered  in  reference  to  both  temporary  disability  and  permanent 
disability  monetary  benefits,  costs  of  medical  care,  and  dependency  and 
burial  benefits  in  death  cases.  (Labor  Code  Sections  4663  and  4750.) 

Third,  what  provision,  if  any  should  be  made  for  payment  to  or  on 
behalf  of  a  previously  handicapped  employee  or  his  dependents  of 
money  for  temporary  or  permanent  disability,  for  medical  care,  or  for 
dependency  or  burial,  to  the  extent  that  the  employer  has  been  relieved 
of  responsibility  therefor  as  not  being  consequent  on  the  industrial 
injury  sustained?  In  California  this  presents  the  questions  of  whether 
the  Subsequent  Injury  Fund  (Labor  Code  Sections  4750  to  4755) 
shall  be  maintained,  changed  or  extended. 


Injury  Arising  Ouf  of  and  Occurring  in  the  Course  of  Employment 

The  two  pre-existing  conditions  which  are  subject  to  the  greatest 
concern  in  employment  of  the  handicapped  are  heart  trouble  and 
epilepsy.  With  heart  trouble  may  be  considered  the  general  problems 
of  vascular  disease,  including  those  affecting  the  brain. 

Other  diseases  such  as  diabetes,  tuberculosis  and  arthritis,  though  in- 
volving similar  medico-legal  problems,  do  not  apparently  present  as 
acute  a  social  or  economic  problem. 

Handicaps  incident  to  loss  or  impairment  of  vision,  speech  or  hearing, 
through  presenting  obstacles  to  employment,  are  not  usually  a  bar  to 
employment  because  of  likelihood  of  liability  being  incurred  under  the 
workmen's  compensation  laws  through  such  handicaps  leading  to  dis- 
ability or  death.  Similarly,  as  to  prior  physical  or  anatomical  impair- 
ments, congenital  or  acquired,  they  are  not  of  moment  in  determining 
whether  a  subsequent  disability  or  death  shall  be  considered  as  an  in- 
dustrial injury. 
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Since  heart  and  vascular  conditions  and  epilepsy  are  of  primary  im- 
portance, legislation  concerning  them  would  seem  a  proper  matter  for 
immediate  consideration. 

Epilepsy 

The  Supreme  Court  of  California  initially  held  that  injury  or  death 
of  an  employee  as  a  result  of  a  fall  due  to  an  epileptic  seizure  while  at 
work  was  not  compensable  under  our  statutes,  no  matter  the  height 
from  which  the  employee  might  fall.  (Brooker  v.  Ind.  Ace.  Com.,  4 
I.  A.  C.  311,  176  Cal.  275,  168  Pac.  126,  decided  in  1917.)  This  view 
was  approved  some  17  years  later  in  a  decision  sustaining  the  Industrial 
Accident  Commission's  denial  of  death  benefits  to  the  widow  of  an 
employee  who  died  from  injuries  incurred  on  the  job  as  a  result  of  an 
epileptic  fall.  (Daughertv  v.  Ind.  Ace.  Com.,  20  I.  A.  C.  246,  220  Cal. 
767,  32  P.  2d  959,  decided  in  1934.) 

However,  in  1946  a  district  court  opinion  held  the  absolute  rule  of 
nonliability  for  injury  consequent  upon  an  epileptic  fall  to  be  no  longer 
in  effect,  modifying  it  to  provide  "that  where  the  injury  is  contributed 
to  by  some  factor  peculiar  to  the  employment  it  arises  out  of  the  em- 
ployment even  though  the  fall  has  its  origin  solely  in  some  idiopathy  of 
the  employee."  (National  Automohile  and  Casualty  Inc.  Co.  v.  Ind. 
Ace.  Com.,  11  C.  C.  C.  206,  75  Cal.  App.  2d  677,  171  P.  2d  594.)  In  that 
case  the  court  held  that  the  sawhorse  the  employee  fell  against  "consti- 
tuted a  special  risk  of  the  employment"  so  as  to  make  h.is  resulting 
injury  compensable. 

The  district  court  in  the  above  case  noted  "The  courts  in  our  juris- 
dictions seem  about  evenly  divided  on  the  question  whether  a  traumatic 
injury  suffered  by  his  body  striking  the  floor  or  ground  is  compensable 
where  the  fall  was  induced  by  the  employee's  idiopathic  condition." 
They  held  it  not  to  be  necessary  to  decide  that  question  on  the  case 
before  them  as  they  found  the  sawhorse  to  constitute  ' '  a  special  risk  of 
the  emplojmient." 

Finally,  though,  in  1953  the  California  Supreme  Court  in  a  four-to- 
three  decision  held  that  "where  the  fall  is  merely  to  the  floor  or  ground, 
in  the  course  of  the  employment,  and  death  or  injury  results  from 
striking  the  floor  or  ground.  *  *  *  such  injury  arises  out  of  the  employ- 
ment, and  is  compensable,  although  the  fall  was  caused  by  a  disease  of 
the  emplovee,  having  uo  relation  to  the  emplovment."  {Employers  Mut. 
Liah.  Ins! Co.  v.  Ind.  Ace.  Com.,  18  C.  C.  C.  236,  41  Cal.  2d  676,  263  P. 
2d  4.) 

The  minority  opinion  in  that  case  took  the  view  that  the  majority 
decision  nullified  the  statutory  requirement  that  to  be  compensable,  an 
injury  must  be  one  "arising  out  of  the  employment."  They  felt  that  it 
should  be  shown  "either:  (1)  that  the  fall  resulted,  at  least  in  part, 
from  some  activity  connected  with  the  employment  or  (2)  that  the 
ensuing  injury  resulted,  at  least  in  part,  from  some  peculiar  condition 
or  hazard  which  the  employee  encountered  as  an  incident  to  this  em- 
ployment." The  minority  said,  "In  absence  of  any  evidence  from  which 
one  or  the  other  of  these  two  inferences  can  be  drawn,  there  can  be  no 
basis  for  a  finding  that  the  injury  was  one  'arising  out  of  the  employ- 
ment.' "  They  concluded: 
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"If  as  a  matter  of  policy,  every  injury  sustained  in  the  course 
of  the  employment  is  to  be  made  compensable,  the  Legislature 
rather  than  the  courts  should  make  the  determination.  But  as 
long  as  the  statute  expressly  makes  the  additional  requirement 
that  the  injury  be  one  'arising  out  of  the  employment,'  the  courts 
should  not,  under  the  guise  of  liberal  construction,  ignore  the 
statutory  mandate." 

Thus,  from  1917  to  1953  the  Supreme  Court  through  judicial  inter- 
pretation and  without  any  intervening  legislative  action  has  changed 
the  law  full  cycle  from  absolute  nonliability  to  absolute  liability.  The 
practical  effect  to  the  majority  decision  has  been  to  make  an  employer 
absolutely  liable  for  any  and  all  injuries  resulting  to  an  epileptic  by 
reason  of  a  seizure  happening  Avhile  he  is  on  the  job. 

It  is  this  present  state  of  the  law,  created  by  the  Supreme  Court, 
which  erects  the  barrier  to  the  employment  of  epileptics.  If  this  situa- 
tion is  not  remedied  by  legislation,  this  barrier  will  continue  to  exist. 
Legislation  which  would  effect  a  reasonable  balance  between  the  two 
absolutes  of  nonliability  and  total  liability  seems  indicated.  As  a  sug- 
gestion for  consideration  a  new  section  might  well  be  added  to  the  Labor 
Code  to  exclude  liability  for  injuries  due  to  epileptic  falls  not  con- 
tributed to  by  any  special  risk  of  the  employment,  at  least  to  exclude 
an  injury  simply  due  to  a  fall  to  the  ground  or  floor.  For  example,  the 
following  new  section  might  be  enacted  : 

"3208.5.  Injury  excludes  disability  or  death  consequent  upon 
liaryn  sustained  hy  reason  of  a  petit  mat  or  grand  mal  attack 
causing  the  employee  to  fall  to  the  level  of  the  surface  on  which 
his  feet  were  immediately  prior  to  such  fall." 

Heart  and  Vascular  Disease 

The  reluctance  of  employers  to  hire  persons  who  are  known  to  have 
heart  trouble  or  vascular  disease  has  similarly  been  brought  about  by 
interpretation  of  the  law  over  the  years  by  the  courts. 

The  original  rule  was  understood  to  be  that  in  order  for  disability  or 
death  to  be  compensable  there  had  to  be  a  showing  that  some  "over- 
exertion" incident  to  the  employment  had  aggravated  the  pre-existing 
heart  disease  to  cause  disabilitv  or  death. 

Knock  v.  Ind.  Ace.  Com.,  14  I.  A.  C.  177,  200  Cal.  456,  273  Pac.  791, 
decided  in  1927,  holding  overexertion  at  high  altitude  causing  death 
of  an  employee  by  aggravation  of  pre-existing  heart  disease  to  be  com- 
pensable. 

Fogarty  v.  Ind.  Ace.  Com.,  15  I.  A.  C.  182,  206  Cal.  102,  273  Pac.  791, 
decided  in  1928,  holding  prolonged  overtime  and  exposure  to  the  ele- 
ments at  high  altitudes  precipitating  death  in  an  employee  suffering 
from  heart  disease  to  constitute  an  injury. 

Nielsen  v.  Ind.  Ace.  Com.,  18  I.  A.  C.  232,  125  Cal.  App.  210,  13  P. 
2d  517,  decided  in  1932,  holding  the  case  compensable  because  "how- 
ever serious  the  pre-existing  heart  condition  of  deceased  might  have 
been  the  unusual  exertion  and  hurry  and  excitement  of  the  work  imme- 
diately preceding  his  death  either  aggravated  and  accelerated  such  pre- 
existing condition  or  directly  caused  the  death." 
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The  orginal  rule  is  epitomized  in  the  following  statement  of  the  dis- 
trict court  in  Lancaster  v.  Ind.  Ace.  Com.,  20  I.  A.  C.  332,  5  Cal.  App. 
2d  304,  42  P.  2d  333,  decided  in  1935 : 

"The  evidence  would  warrant  a  conclusion  that  the  petitioner 
had  chronic  heart  trouble  which  had  reached  a  state  where  dis- 
ability might  ensue  at  anv  time  from  any  exertion,  and  the  disab- 
ling condition  arose  while  he  was  doing  work  of  his  emplo\Tnent 
which,  although  it  was  heavy  and  a  strain,  would  not  of  necessity 
be  characterized  as  extraordinary  or  unusual.  Under  such  circum- 
stances compensation  is  properly  denied." 

The  Lancaster  opinion  cites  the  prior  decision  of  McXamara  v.  Ind. 
Ace.  Com.,  19  I.  A.  C.  175,  130  Cal.  App.  284,  20  P.  2d  53,  decided  in 
1933.  There  the  court  said: 

"Considerable  is  said  in  the  briefs  regarding  the  liability  of  the 
employer  for  aggravation  of  a  pre-existing  disease.  Speaking  gen- 
erally, there  is  no  question  about  such  a  liability.  It  is  statutory. 
(Sec.  3,  subd.  4.)  However,  that  claim  when  asserted  must  be  sup- 
ported by  proof.  In  a  certain  sense  every  day's  work  consumes  so 
much  reserve  force  of  the  heart  of  every  laborer.  But  such  fact 
standing  alone  will  not  support  an  award  of  compensation  charge- 
able against  industry.  In  the  case  under  consideration  both  experts 
testified  that  every  exertion  during  the  day  of  twenty-four  hours 
tends  to  consume  the  reserve  force  of  a  damaged  heart,  and  in  that 
sense,  is  an  injury  to  it — -is  an  aggravation  of  it.  But  not  every 
such  exertion  in  the  line  of  the  employee's  duties  will  constitute  a 
legal  claim  under  the  statutes  providing  for  workmen's  compensa- 
tion. {Martin  v.  State  Compensation  Comr.,  supra.)  So,  in  the 
instant  case  the  petitioner's  proof  did  not  bring  her  within  the 
limits  of  the  statute  concerning  aggravation  of  a  pre-existing  dis- 
ease." 

Finally,  however,  in  1946  the  district  court  in  Liberty  Mut.  Ins.  Go. 
V.  Ind.  Ace.  Com.,  11  C.  C.  C.  66,  73  Cal.  App.  2d  555,  166  P.  2d  908, 
held  that  it  need  not  be  established  that  the  exertion  or  strain  need  be 
"unusual."  Upon  fully  reviewing  the  decided  cases,  the  court  there 
said: 

"  *  *  *  The  cases  do  not,  and  in  the  nature  of  things  cannot, 
stand  for  the  proposition  that  the  exertion  must  be  unusual  before 
it  is  compensable.  'The  astonishing  thing  about  the  state  of  the 
decided  cases  is  that  counsel  have  not  cited  a  case  nor  have  we 
found  a  California  Appellate  or  Supreme  court  case  where  the 
commission  has  made  an  award  of  benefits  in  a  heart  case  and  such 
award  has  been  annulled. 

"From  an  analysis  of  these  cases  and  of  the  principles  set  forth 
in  this  opinion  it  must  follow  that  where  examining  physicians  or 
specialists  differ  as  to  whether  the  iujurj-  or  death  was  industrial, 
and  a  competent  qualified  physician  or  specialist  testifies  that  ia 
his  opinion  the  collapse  was  proximately  caused  by  the  employ- 
ment, and  the  commission  so  finds,  the  award  must  and  should  be 
affirmed  although  an  equally  competent  doctor  expresses  a  con- 
trary view.  In  such  a  case  whether  the  strain  is  a  'usual'  or  an 


EDUCATION   AND    REHABITJTATION    OF    THE    HANDICAPPED  87 

'unusual'  one  is  on]y  one  of  the  facts  involved.  If  there  was  strain, 
even  though  the  strain  was  a  strain  usual  to  that  type  of  employ- 
ment, the  injury  or  death  is  compensable  if  there  is  competent  sub- 
stantial evidence  to  sliow  the  causal  connection  between  that  strain 
and  the  collapse." 

On  the  basis  of  this  decision  the  court  in  Associated  Indemnity  Co.  v. 
Ind.  Ace.  Com.,  18  C.  C.  C.  235,  120  Cal.  App.  2d  423,  261  P.  2d  25, 
decided  in  1953,  held  a  heart  death  due  to  exertion  to  be  compensable 
while  stating: 

"  *  *  *  The  following  appears  in  the  transcript: 
'Q.  The  question  is  *  *  *  did  this  exertion  on  this  man  with 
this  arteriosclerosis  play  any  part  in  his  death  at  that  time.  *  *  * 
A.  I  will  have  to  answer  yes  to  that.  *  *  *  It  had  a  dual  effect: 
One,  it  had  the  effect  of  increasing  the  demand  for  blood  by  the 
heart  muscle,  the  reason  for  that  being  that  the  heart  muscle  had 
to  work  harder  because  he  was  working  harder  and  the  demand  for 
oxygen  was  increased.  The  oxygen  is  carried  by  the  blood ;  there- 
fore, more  blood  was  needed  for  a  given  period  of  time.  The  in- 
creased blood  flow  could  agitate  this  material  that  had  hardened 
the  artery  and  in  agitating  it  could  have  loosened  it  and  caused 
it  to  break  off'  and  block,  pile  up  and  block  a  vessel. '  He  said  that 
this  effect  could  have  been  caused  by  any  normal  activity  such  as 
eating  meals  or  walking  a  block;  that  just  the  process  of  existing 
which  demands  oxygen  consumption  'is  enough  of  a  stimulus  to 
have  caused  it';  and  that  he  had  known  many  individuals  with 
such  a  heart  condition  to  die  while  sleeping  in  bed.  There  is  noth- 
ing in  the  record  to  indicate  the  occurrence  of  any  hurrying  or  any 
sudden  strain  or  stress  or  to  indicate  that  the  shoveling  which  the 
decedent  had  been  doing  was  under  abnormal  conditions  requiring 
great  or  long  sustained  exertion.  The  man  was  shown  to  have  been 
normally  doing  the  work  he  was  hired  to  do. ' ' 

Under  these  conditions  then  any  exertion  of  the  employment,  "just 
the  process  of  existing  which  demands  oxygen  consumption, ' '  is  enough 
to  constitute  an  industrial  injury. 

In  light  of  these  decisions  the  reason  for  nonemployment  of  persons 
suffering  from  heart  trouble  or  vascular  disease  is  readily  apparent. 
When  such  a  person  is  employed,  the  employer  almost  inevitably  will  be 
held  liable  when  his  disease  culminates  in  disability  or  death. 

It  might  in  this  respect  be  worth  noting  the  statement  of  the  court  in 
the  Liberty  Mutual  case,  supra.  "The  astonishing  thing  about  the  state 
of  the  decided  cases  is  that  counsel  have  not  cited  a  case  nor  have  we 
found  a  California  Appellate  or  Supreme  Court  case  where  the  com- 
mission has  made  an  award  of  benefits  in  a  heart  case  and  such  award 
has  been  annulled." 

Under  these  circumstances  it  might  then  be  well  to  consider  adding 
a  section  to  the  law  to  provide : 

"Injury  excludes  disability  or  death  consequent  upon  a  coronary 
attack  or  the  rupture  or  blockage  of  any  blood  vessel  caused  or 
contributed  to  by  any  condition  or  occurrence  of  the  employment, 
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unless  it  be  proven  that  such  condition  or  occurrence  was  exces- 
sive and  unusual  and  not  part  of  the  employee's  ordinarj^  and 
customary  work." 

Should  it  be  desired  to  combine  such  a  provision  with  a  provision  as 
to  epilepsy,  possibly  a  new  section  such  as  outlined  in  Exhibit  A  at- 
tached hereto  might  be  adopted. 

//.  Apportionment 

The  present  Labor  Code  provisions  on  apportionment,  466.3  and  4750, 
as  currently  interpreted  by  the  courts  seem  adequate. 

///.  Subsequent  Injury  Fund 

The  Subsequent  Injury  Fund  is  an  obligation  of  the  General  Fund 
of  the  State.  (Labor  Code  Section  4755.)  Under  the  constitution  of 
California  it  mav  not  be  supported  by  a  charge  levied  on  employers. 
(Yosemite  Lhr.  Co.  v.  Ind.  Ace.  Com.,  9  I.  A.  C.  11,  187  Cal.  774,  204 
Pac.  226;  People  v.  Yosemite  Lhr.  Co.,  10  I.  A.  C,  287,  191  Cal.  267, 
216  Pac.  39.)  Because  it  is  proving  a  heavy  drain  on  the  state  General 
Fund,  the  conditions  under  w^hich  payments  are  made  from  it  are  cur- 
rently continued  only  in  effect  until  90  days  after  the  adjournment  of 
the  Legislature  in  1959,  and  pajTuents  under  it  have  been  sharply  cur- 
tailed since  its  initial  enactment  in  1945  (see  Labor  Code  Section  4753 
as  amended  1949,  1951,  1955  and  1957).  Any  increased  obligation  on 
the  part  of  the  fund  is  a  matter  of  legislative  discretion.  However, 
there  seems  no  valid  reason  to  further  tax  it  beyond  its  present  rather 
liberal  provisions,  which  apply  to  pre-existing  heart  trouble  and  prior 
epilepsy  as  well  as  to  other  conditions. 


SECTION  VI 


SPECIAL  EDUCATION 


SUMMARY  OF  FINDINGS 

Providing  education  to  children  is  one  of  the  most  direct  ways  in 
which  an  American  community  can  contribute  to  the  development  of 
the  most  important  of  all  our  resources.  This  responsibility  has  been 
accepted  and  established  by  law,  but  as  the  cost  of  education  has  in- 
creased it  has  been  necessary  to  spread  the  cost  over  a  broader  tax  base. 
To  do  this  the  cost  has  been  shifted  in  part  from  the  local  community 
to  the  State  and  in  some  instances  to  the  Federal  Government.  In  recent 
years  the  State  has  had  to  assume  an  increased  responsibility  for  the 
equalizing  of  educational  opportunities  because  it  has  been  able  to 
expand  its  tax  base  while  local  communities  have  been  restricted  to  tax 
upon  real  property  as  principal  source  of  revenue.  As  the  State  has 
expanded  its  tax  base  to  meet  this  obligation,  it  has  also  assumed 
responsibility  for  equalizing  the  cost  of  education  between  local  school 
districts  and  for  equalizing  the  educational  opportunities  between  the 
various  classes  of  handicapped  children  who  might  be  neglected  were 
it  not  for  state  funds  that  pay  part  of  the  cost  of  providing  special  edu- 
cational classes. 

In  1955  this  committee  reviewed  the  status  of  special  education  in 
California,  pointing  out  that  only  one-third  of  the  handicapped  children 
were  receiving  any  special  education.  It  was  recognized  by  the  com- 
mittee that  many  might  make  reasonably  satisfactory  adjustments  in 
regular  class  situations,  and  therefore,  set  as  a  realistic  goal  special 
educational  opportunities  for  50  percent  of  such  handicapped  children. 
It  was  agreed  that  this  would  require  an  increase  in  the  number  of 
classrooms  for  special  education,  an  increase  in  the  number  of  qualified 
teachers,  and  an  increase  in  the  cost  of  special-education  programs  to 
the  State  and  to  school  districts. 

While  we  have  made  some  gains  in  these  areas  the  increase  in  our 
population,  particularly  among  the  children  of  school  age,  has  tended 
to  outrun  the  gains. 

Witnesses  from  all  sections  of  tlie  State  appearing  before  the  com- 
mittee testified  that  today  special  education  is  finding  itself  in  direct 
competition  with  the  program  of  education  for  nonhandicapped  chil- 
dren; and  that  with  increasing  costs  and  greater  crowding  of  schools 
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we  might  anticipate  an  actual  decline  in  special-education  programs 
throughout  the  State  unless  certain  remedial  steps  are  taken. 

Many  witnesses  recommended  that  the  present  method  of  allocating 
funds  for  the  education  of  handicapped  children  be  discontinued  and 
that  funds  be  appropriated  on  the  basis  of  demonstrated  need  and  ac- 
tual cost  of  such  programs.  While  both  state  and  local  administrators 
recognized  the  inadequacy  of  present  excess  costs  allowed  to  school 
districts  for  mam-  classifications  of  handicapped  children,  it  was  gen- 
erally agreed  that  the  local  school  district  should  bear  a  fair  share  of 
the  excess  cost  of  educating  these  children. 

At  the  present  time  the  various  classes  of  handicapped  children,  such 
as  the  blind,  deaf,  orthopedicall}'  handicapped,  cerebral  palsied,  men- 
tally retarded,  hard-of-hearing,  and  visually  handicapped,  receive  vary- 
ing amounts  that  can  be  applied  against  the  excess  cost  of  their  educa- 
tion. These  amounts  were  established  without  any  particular  reference 
to  actual  costs  and  at  a  time  when  all  costs  were  much  lower. 

It  was  recommended  that  the  formula  for  financing  special  education 
by  pa^Tiient  of  excess  cost  to  school  districts  b}^  the  State  be  reviewed 
and  brought  more  nearly-  in  line  with  actual  cost. 

Another  problem  presented  to  the  committee  involved  the  transporta- 
tion of  partially  seeing  and  hard-of-hearing  children  to  special  classes. 
Although  the  State  provides  for  the  reimbursement  to  local  school  dis- 
tricts and  county  superintendents  of  schools  for  the  cost  of  transporting 
physically  handicapped,  blind,  deaf,  and  severely  mentally  retarded 
children,  there  are  no  provisions  for  the  reimbursement  of  transporta- 
tion costs  for  the  partially  seeing  and  hard-of-hearing.  Since  the  num- 
ber of  children  who  qualify  for  such  classes  in  many  districts  is 
insufficient  to  establish  such  a  class,  it  is  necessary  to  transport  these 
children  to  centrally  located  classes  in  nearby  districts  for  their  special 
instruction.  This  additional  cost  of  transportation  is  a  deterrent  to  the 
establishment  of  such  classes,  particularly  in  rural  or  sparsely  popu- 
lated districts  where  the  distances  are  much  greater  than  in  metro- 
politan areas. 

One  of  the  major  problems  in  providing  educational  opportunities 
for  physically  and  mentally  handicapped  children  by  local  school  dis- 
tricts is  the  lack  of  special  classrooms.  With  the  current  overcrowding 
of  schools  and  the  lag  in  schoolhouse  building,  local  districts  are  not 
willing  to  build  classrooms  for  handicapped  children  because  they  must 
usually  be  as  large  as  regular  classrooms  but  will  house  only  one-third 
to  one-half  the  regular  number  of  pupils. 

The  Legislature  has  found  it  advisable  to  make  mandatory  upon 
school  districts,  and  in  some  instances  the  county  superintendents  of 
schools,  the  special  education  of  certain  classes  of  physically  and  men- 
tally handicapped  pupils,  and  has  made  allowances  for  the  reimburse- 
ment of  excess  expenditures  including  transportation  costs.  However, 
appropriate  provisions  have  not  been  made  for  housing  these  children. 
For  example,  county  superintendents  of  schools  are  required  to  educate, 
in  special  training  classes,  mentally  retarded  minors  residing  in  dis- 
tricts with  less  than  900  pupils  in  average  daily  attendance.  The  law 
provides  that  count}-  boards  of  supervisors  may  raise  by  a  county-wide 
tax,  mone}^  for  capital-outlay  expenditures  for  classroom  construction, 
but  must  raise  the  amount  necessary  for  the  county  superintendents  of 
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schools  to  operate  special  training  classes.  Although  county  boards  in 
general  have  been  willing  to  raise  money  for  current  expenses,  they 
have  not  been  willing  to  provide  money  for  school  buildings,  with  the 
result  that  county  superintendents  of  schools  have  had  to  rent  facilities 
from  school  districts.  With  the  present  housing  shortage,  county  super- 
intendents either  cannot  get  housing  from  districts  or  are  forced  to 
rent  substandard  quarters  that  districts  themselves  are  not  willing  to 
use  for  regular  pupils. 

I\Iany  school  districts,  though  not  impoverished  as  defined  in  the 
State  School  Building  Aid  Law,  are  unable  financially  to  construct 
necessary  facilities  to  initiate  programs  for  handicapped  children. 

The  development  of  classes  for  cerebral  palsied  children  can  be 
traced  directly  to  the  passage  of  legislation  authorizing  the  state  to 
match  one-half  the  cost  of  classroom  construction. 

Other  factors,  such  as  the  additional  cost  of  certain  classes  to  the 
school  districts,  sparsity  of  population  in  certain  areas,  distance,  topog- 
raphy, climate,  and,  in  some  instances,  the  attitude  of  the  school  ad- 
ministrators, have  served  to  limit  the  extent  to  which  special-education 
programs  have  developed. 

Another  factor  recognized  by  the  committee  was  the  lack  of  uni- 
formity in  the  development  of  special-education  classes  among  different 
districts,  different  disability  groups,  and  different  grade  levels.  With 
certain  notable  exceptions,  classes  for  the  more  severely  handicapped 
were  less  developed  than  those  for  children  with  simpler  disabilities. 
Deficiencies  in  the  program  are  most  apparent  at  the  high  school  level. 
Only  77  high  school  districts  reported  any  special  day  classes  for  the 
physically  handicapped.  However,  remedial  classes,  such  as  corrective 
speech  and  corrective  physical  education,  reported  in  many  instances  a 
number  in  excess  of  those  that  might  be  expected.  There  is  reason  to 
believe  that  since  such  classes  require  no  additional  facilities,  many 
school  districts  have  established  them  for  pupils  whose  defects  are  not 
serious  enough  to  warrant  remedial  training  and  receive  payment  from 
the  State  for  the  excess  cost  reported ;  while  severely  handicapped  chil- 
dren have  no  special  program. 

In  1955  the  Legislature  made  mandatory  upon  high  school  districts 
over  900,  the  providing  of  special  educational  opportunities  for  the 
mentally  retarded.  These  children  will  need  every  opportunity  for 
development  the  school  system  can  provide.  However,  their  ability  to 
profit  from  an  academic  program  will,  in  many  instances,  be  extremely 
limited.  If  these  children,  when  they  leave  school  at  the  age  of  16,  17,  or 
18,  are  to  find  jobs  and  make  satisfactory  adjustments  in  the  commu- 
nity, they  will  require  a  specialized  approach  for  vocational  guidance 
and  an  opportunity  to  gain  work  experience  under  close  and  sympa- 
thetic supervision.  Although  such  a  program  might  be  considered  the 
responsibility  of  the  local  school  district,  it  is  doubtful  if  many  such 
programs  will  develop  without  some  financial  assistance  and  encourage- 
ment from  the  State. 

RECOMMENDATIONS 

1.  That  the  State,  in  keeping  with  legislative  intent,  assume  responsi- 
bility for  the  excess  cost  of  educating  physically  and  mentally  haudi- 
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capped  minors  in  an  amonnt  equal  to  the  averao:e  exeess  cost  reported 
by  school  districts  for  educating  such  children. 

2.  That  the  State  Board  of  Education  he  authorized  to  adopt  rules  and 
rejiulations  governino'  tlie  establishment  and  conduct  of  work  ex- 
perience programs  for  the  physically  and  mentally  handicapped 
minors  enrolled  in  special  day  classes.  That  school  districts  and 
county  school  offices  be  authorized  to  pay  training  fees  to  employers 
for  the  training  and  supervision  given  to  physically  and  mentally 
handicapped  minors  placed  in  their  business  establishment  under  a 
supervised  work  experience  program.  That  the  Department  of  Edu- 
cation study  the  problems  and  successes  resulting  from  such  work 
experience  programs  and  their  costs  and  report  their  tindings  to  the 
1961  session  of  the  Legislature  and  to  the  appropriate  committees 
of  the  Legislature  studying  the  problem  of  special  education. 

3.  That  provisions  be  made  for  the  reimbursement  of  school  districts 
and  offices  of  county  superintendents  of  schools  for  the  cost  of  pro- 
viding transportation  for  the  partially  seeing  and  liard-of-hearing 
children  on  the  same  basis  that  reimbursement  is  made  for  the  cost 
of  transporting  blind,  deaf,  cerebral  palsied,  and  orthopedically 
handicapped  children  to  special  classes;  with  reimbursement  to  be 
made  only  if  it  can  be  demonstrated  that  it  is  necessary  to  transport 
such  partially  seeing  and  hard-of -hearing  children  unusual  distances 
to  centrally  located  places  for  their  special  instruction. 

4.  That  a  special  appropriation  be  made  to  pay  one-half  the  cost  of 
construction  of  classrooms  for  handicapped  children  in  school  dis- 
tricts that  do  not  qualify  for  school-building-aid  funds  and  serve 
two  or  more  districts. 

5.  That  in  order  to  encourage  school  teachers  to  take  leaves  of  absence 
for  the  purpose  of  undertaking  specialized  training  in  the  educa- 
tion of  mentally  retarded  and  physically  handicapped  children,  the 
State  Department  of  Education  co-operate  with  school  districts  and 
county  school  offices  in  making  educational  grants  to  qualified  teach- 
ers undertaking  such  specialized  training.  That  the  State  be  author- 
ized to  match  funds  contributed  to  such  grants  by  the  school  district, 
or  by  private  organizations  or  other  governmental  jurisdictions 
through  the  school  district.  That  the  amount  of  state  funds  for  each 
grant  not  exceed  $1,000  for  each  academic  school  year  during  which 
a  teacher  is  enrolled  in  an  approved  training  program.  That  the 
State  Board  of  Education  be  authorized  to  make  such  rules  and 
regulations  as  necessary  to  administer  the  proposed  scholarship  pro- 
gram. That  an  appropriation  of  $50,000  to  the  Department  of  Educa- 
tion be  authorized  for  the  year  1959-60  and  $50,000  for  1960-61  to 
finance  the  proposed  Special  Education  Scholarship  Grant  Program, 
and  that  the  Board  of  Education  report  to  the  1961  session  of  the 
Legislature  the  results  of  the  scholarship  program  insofar  as  it 
will  have  aided  the  State  in  meeting  its  need  for  teachers  in  special 
education  and  make  recommendations  concerning  the  continuance  of 
such  program  if  needed. 
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SUMMARY  OF  TESTIMONY 

The  following  selected  statements  presented  to  the  committee  during 
1957-58  are  reproduced  to  indicate  the  types  and  range  of  problems 
encountered  in  the  field  of  Special  Education.  Since  the  committee  has 
not  been  able  to  study  all  of  the  problems  presented,  it  has  restricted 
its  recommendations  to  those  subjects  on  which  there  appear  to  be  rea- 
sonably uniform  opinion  and  genuine  need. 

Ernest  P.  Willenbkrg,  Chief 

Bureau  of  Special  Education 

California  State  Department  of  Education 

Some  major  problems  confronting  the  state  program  of  special  edu- 
cation in  California  today  are  those  originating  from  a  rapidly  expand- 
ing school  population,  the  need  for  more  adequate  financial  support  of 
the  excess  expenses  of  special  education  programs,  the  need  to  extend 
and  improve  services  where  exceptional  children  are  not  benefiting  from 
available  programs  or  do  not  have  access  to  special  education  services 
in  their  local  communities,  and  the  lack  of  adequately  trained  profes- 
sional staffs  to  carry  the  work  of  special  education  forward. 

Enrollment  Trends  and  Projections 

Some  idea  of  the  ever-widening  scope  of  services  to  handicapped  chil- 
dren in  our  public  schools  can  be  gained  by  the  comparison  of  enroll- 
ment in  previous  years.  Table  I  shows  that  between  school  years  1955-56 
and  1956-57  there  was  a  total  increase  in  enrollment  of  mentally  re- 
tarded and  physically  handicapped  children  of  more  than  17,000.  Of 
the  total  number  of  handicapped  children  in  attendance  during  school 
year  1956-57  more  than  355,000  were  listed  as  physically  handicapped 
and  more  than  25,000  as  mentally  retarded.  However,  in  excess  of 
100,000  reported  as  physically  handicapped  were  children  receiving 
remedial  instruction  for  various  types  of  speech  handicaps.  Such 
speech-handicapped  children  are  legally  classified  as  physically  handi- 
capped for  purposes  of  reporting  attendance  and  claiming  excess  ex- 
pense reimbursements. 

Table  I 

Enrollment  in  Special  Education  Between  School  Years  1954-55, 

1955-56  and  1956-57  According  to  Type  of  Handicap 

Type  of  handicap  1954-55  1955-56  1956-57 

Mentally  retarded 19,595  21,889  25,699 

Blind 348  472  511 

Cerebral  palsied 1,699  1,969  2,043 

Special  physical  education 30,547  24,847  26,556 

Deaf    _     897  958  1,078 

Hard  of  hearing 4,398  4,970  4,839 

Lowered  organic  vitality 8,022  5,056  4,425 

Orthopedically  handicapped 3,584  3,412  4,073 

Partially  seeing 706  690  712 

Speech  defective 86,535  96.778  106.759 

Other  illness  and  physical  conditions 3,250  4,798 

Total 156,331  164,291  181,493 

Total  school  population  1957—2,898,927 
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Reference  only  to  enrollment  statistics  fails  to  provide  a  comparative 
basis  for  a  measure  of  the  relative  strength  or  extent  of  services  to 
different  types  of  exceptional  children.  It  would  be  misleading,  for 
example,  to  assume  that  because  California  schools  provide  speech  cor- 
rection and  lipreading  services  to  more  than  100,000  speech  handi- 
capped children  annually,  this  program  is  necessarily  the  largest  and 
most  significant  offering  to  exceptional  children  in  the  State.  A  more 
adequate  way  of  gauging  levels  of  service  is  by  reducing  such  services 
to  comparative  units  known  as  average  daily  attendance.  Such  has  been 
the  case  in  Table  II  where  comparisons  are  made  between  tlie  average 
daily  attendance  of  physically  handicapped  minors  during  scliool  years 
1955-56  and  1956-57  with  the  average  daily  attendance  of  mentally  re- 
tarded minors  during  the  same  period  of  time.  It  should  be  noted  that 
there  have  been  significant  gains  in  units  of  average  daily  attendance 
for  both  physically  handicapped  and  mentally  retarded  minors.  The 
9  percent  annual  gain  during  school  year  1956-57  may  be  compared 
with  a  total  graded  enrollment  increase  for  the  general  school  popula- 
tion of  approximately  7  percent.  The  increase  in  average  daily  attend- 
ance for  the  mentally  retarded  is  much  greater  and  is  proceeding  at 
a  rate  which,  percentagewise,  is  more  than  twice  as  rapid  as  the  total 
graded  enrollment.  Service  to  mentally  retarded  minors  in  special  day 
classes  in  elementary  schools  now  accounts  for  about  1  percent  of  the 
total  school  population  at  that  level.  High  schools  are  now  serving  in 
special  training  classes  approximately  one-half  of  1  percent  of  their 
total  enrollment.  In  recent  years  the  increase  in  enrollment  in  special 
classes  of  high  school  mentally  retarded  youth  has  proceeded  at  a  rate 
greater  than  the  increase  for  either  the  point  two  or  the  point  one  pro- 
gram at  the  elementary  level. 

Table  II 

A.  Average  Daily  Attendance  of  Physically  Handicapped  Minors  Receiving 
Special  Education  for  the  School  Years  1955-56  and  1956-57 

Percent 
Type  of  instruction  1955-56        1956-57     increase 

Regular  class 58G  739  26.0 

Remedial    ^ 4,858  5.522  15.0 

Individual    2,176  2,243  3.0 

Special  day  class 5,267  5,582  .5 

12,887  14,086  9.0 

B.  Average  Daily  Attendance  of  Mentally  Retarded  Minors  Receiving 
Special  Education  for  the  School  Years  1955-56  and  1956-57 

Percent 
Type  of  class  1955-56        1956-57     increase 

Point  1 19,361  22,841  17.0 

Point  2 1,121  1,357  21.0 

C.  Total  Average  Daily  Attendance 

1955-56  1956-57  Percent  increase 

2,552,178  2,750,763  8.0 
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Tabulations  of  Excess  Cosis  of  Educating  Mentally 
Retarded  and  Physically  Handicapped  Pupils 

Analyses  have  been  made  ot!  excess  eosls  of  educalinj,'  nuMitally  re- 
tarded and  ])hysi('ally  handi('ai)ped  pupils  durinj^-  sehool  yeai-  lf)r)6-57. 
Tables  TIF  ilirough  XT  i)rovide  information  eoncerninij'  the  costs  of 
educating  handicapped  minors  according  to  their  enrollment  in  pro- 
grams which  may  be  operated  by  the  county  superintendent  of  schools, 
by  elementary  school  districts,  high  school  districts,  or  unified  school 
districts.  Table  III  gives  a  cost  breakdown  on  special  training  schools 
and  classes  for  the  education  of  point  one  mentally  retarded  minors. 
Table  IV  does  the  same  for  the  point  two  program.  Table  V  gives  a 
cost  distribution  of  both  the  point  one  and  iioint  two  programs  show- 
ing the  average  unit  cost  from  $300  to  $1,200  for  the  point  one  children 
and  from  $500  to  $1,300  for  the  point  two  children.  Peak  cost  for  point 
one  youngsters  falls  within  the  $500-$600  range ;  for  the  point  two 
3'oungsters  the  peak  cost  is  between  $800-$900.  Table  VI  gives  the  cost 
range  for  the  transportation  of  severely  mentally  retarded  minors  with 
the  peak  cost  between  $250  and  $300.  Table  VII  reports  the  excess 
cost  of  physically  handicapped  minors  enrolled  in  regular  classes.  It 
should  be  noted  that  some  pupils  are  able  to  maintain  regular  class 
attendance  provided  they  are  given  the  additional  assistance.  One 
example  of  such  regular  class  attendance  may  be  the  enrollment  of 
blind  children  who,  with  proper  supplementary  teaching  by  trained 
personnel  who  understand  and  know  how  to  work  with  blind  children, 
are  able  to  continue  in  regular  classes.  Table  VIII  provides  an  excess 
cost  analysis  of  physically  handicapped  minors  in  remedial  classes. 
Remedial  classes  consist  primarily  of  children  who  have  speech  handi- 
caps requiring  speech  therapy  or  minor  hearing  handicaps  requiring 
lipreading  instruction.  Table  IX  includes  the  enrollment  of  physically 
handicapped  minors  for  individual  instruction  at  home  or  in  hospitals. 
Table  X  contains  a  summary  of  the  excess  costs  of  children  enrolled  in 
special  day  classes.  Table  XI  gives  a  cost  distribution  for  the  education 
of  physically  handicapped  minors  according  to  the  programs  in  which 
they  were  enrolled.  The  average  unit  cost  for  physically  handicapped 
minors  enrolled  in  regular  day  classes  falls  between  $150  and  $200; 
for  remedial  classes  between  $600  and  $700 ;  for  individual  instruction 
between  $500  and  $600 ;  and  for  special  day  classes  between  $900  and 
$1,000. 

Support  for  Special  Education 

The  adequacy  of  support  for  the  special  education  program  may  be 
measured  by  the  degree  to  which  the  allowances  provided  by  law  are 
meeting  the  excess  expenses  of  the  programs.  Because  the  law  provides 
that  100  percent  of  the  excess  expense  may  be  allowed,  it  would  seem 
reasonable  that  the  limit  on  the  allowances  should  be  set  to  meet  at 
least  the  average  excess  expense  of  the  programs.  Table  XII  shows  for 
1957-58  the  limit  on  allowances  set  on  each  program,  the  average  allow- 
ance made  for  each  program,  the  average  excess  expense  per  unit  of 
average  daily  attendance  of  each  program,  and  the  percent  of  average 
excess  expense  met  by  the  allowance  made. 
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Table  III 
Summary— Special  Training  Schools  and  Classes,  1956-57 

MENTALLY   RETARDED  MINORS   (Education     Code  Section  9801.1) 


Level 

ADA 
reported 

Total 

current 

expense 

of 

education 

Average  current 
expense  of 
education 
per  ADA 

Excess 
expense 

Average 

Items 

Special 
classes 

Normal 

excess 
expense 
per  ADA 

40 

County  school  service  fund 

2,055 

10,826 
3,133 
6,827 

$1,558,070 

6,366,450 
1,905,450 
4,560,6.59 

$758.18 

588.07 
608.19 
668.03 

$274.25 
440.37 
367.31 

$752,621 

3,313,779 

601,914 

2,195,330 

$366.24 

179 

Elementary    school    dis- 

306.09 

76 

48 

High  school  districts 

Unified  school  districts 

Total 

192.12 
321.57 

22,841 

$14,390,629 

$630.03 

$360.64 

$6,863,644 

$300.50 

Table  IV 
Summary— Special  Training  Schools  and  Classes,  1956-57 

SEVERELY  MENTALLY   RETARDED  MINORS   (Education   Code  Section  980L2) 


Level 

ADA 

reported 

Total 

current 

expense 

of 

education 

Average  current 
expense  of 
education 
per  ADA 

Excess 
expense 

Average 

Items 

Special 
classes 

Normal 

excess 
expense 
per  ADA 

18 

18 

1 
11 

County  school  service  fund 
Elementary 

Elementarj'    school    dis- 
tricts  

High  school  districts 

Unified  school  districts 

Total                   .   -- 

529 

397 

12 

419 

i$453,115 

=317,255 

>8,232 

4390,470 

$856.55 

799.13 
686.00 
931.91 

$284.92 
413.33 
336.05 

$263,623 

206,368 

3,272 

241,549 

$498.34 

519.82 
272.67 
576.49 

1,357 

$1,169,072 

$861.51 

$344.77 

$714,812 

$526.76 

1  Excludes  $119,479  expense  for  transportation  of  severely  mentally  retarded 

2  82,912  e.xpense  for  transportation  of  severely  mentally  retarded 

3  3,591  expense  for  transportation  of  severely  mentally  retarded 
*  103,599  expense  for  transportation  of  severely  mentally  retarded 


.$309,581  Total  Transportation  Excluded 
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Table  V 

Number  of  Districts  and  Counties  Which  Filed  Claims  for  Excess  Cost  of 

Educating  Mentally  Retarded  and  Severely  Mentally  Retarded  Minors 

Classified  by  Average  Unit  Cost-1 956-57  Fiscal  Year  for 

1957-58  Apportionment 


Mentally  retarded  (9801 . 1) 
Districts  with  less  than  f300 

per  ADA 

Districts     between     $300-S400 

per  ADA 

Districts    between     $400-$500 

per  ADA 

Districts     between     $500-$600 

per  ADA 

Districts    between     $600-$700 

per  ADA 

Districts    between    $700-$800 

per  ADA 

Districts    between    $800-8900 

per  ADA 

Districts  between  S900-$l,000 

per  ADA 

Districts  between  $1,000-11,200 

per  ADA 

Districts  over  SI, 200  per  ADA. 

Total 

Severely  mentally  retarded 

(9801.2) 

Districts  with  less  than  $500 

per  ADA 

Districts    between    $500-$600 

per  ADA 

Districts    between    $600-$700 

per  ADA 

Districts    between    $700-$800 

per  ADA 

Districts    between    $800-$900 

per  ADA 

Districts  between  $900-$l,000 

per  ADA 

Districts  between  $1,000-$1,100 

per  ADA 

Districts  between  $1,100-$1,200 

per  ADA 

Districts  between  $1,200-S1,300 

per  ADA 

Districts  over  $1,300  per  ADA_ 

Total 


Type  of  district 


Elemen- 
tary 


20 

54 

48 

29 

11 

4 

6 

4 


180 


High 
school 


2 
3 

5 

27 

15 

13 

4 

4 

3 
1 


77 


Unified 


47 


Total 
districts 


4 

23 

62 

92 

52 

32 

13 

10 

10 
6 


304 


30 


(bounty 

school 

service 

fund 


40 


State 
totals 


4 

23 

68 

97 

61 

42 

16 

14 

11 
8 


344 


48 


4 — L-3651 
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Table  VIII 

Summary— Physically  Handicapped  Minors,  1956-57 
REMEDIAL  CLASS  INSTRUCTION 


I,.-vrl 

Number 

of 

pupils 

onroUed 

ADA 
niported 

Totul 
current 
expense 

AveniKe 
eurront 
expeii.se 

Totjil 
exco.s.s 
expense 

.\vcriiKe 
excciia 
expense 

Elementary  school  distncta 

76,550 
14,141 
43.207 

3.623 

1,793 
2,035 
1.573 

121 

$1,851,240 
1,342.163 
1.447.229 

143,162 

$1,032.48 
659.54 
920.04 

1,183.16 

$1,851,240 
1.342.103 
1.447.229 

99.224 

$1,032.48 
059 . 54 

UitilK!il  Hcliool  itislricta 

t'ouiity    schoiil    service    fund 
(olomontary) 

920.04 
820.03 

Total.. 

137,527 

5,522 

$4,783,794 

$866.32 

$4,739,866 

$858.36 

Table  IX 

Summary    Physically  Handicapped  Minors,  1956-57 

INDIVIDUAL  INSTRUCTION 


I.ovol 

Number 

of 

pupils 

enrolled 

ADA 
reported 

Totid 
current 
expense 

Ave  nine 
current 
expen.se 

Totnl 
excess 
expense 

AveriiKO 
excess 
ex  pease 

Elementary  school  districts 

IliRh  school  districts 

Unified  school  districts 

.Junior  cnUc;;!'  districts 

<"oiint.v  sctiool  service  fund 

I'ilciiicutiirv 

riiKl. 

3,778 

2,293 

3,320 

2 

358 
109 

935 

491 
()90 

I 

88 
32 

$8.'>8,120 

501,278 

797,308 

511 

89,878 
25,843 

$917.78 

1 ,020 .  93 

1,145.04 

511.00 

1.021.34 
807.59 

$858,120 

501.127 

797.308 

511 

4S,890 
15..'i71 

$917.78 

1,020.03 

1,145.04 

611.00 

6.V'>.57 
480.59 

Total..   .. 

0,866 

2,243 

$2,272,998 

$1,013.37 

$2,221,587 

$090.45 

Table  X 

Summary— Physically  Handicapped  Minors,  1956-57 

SPECIAL  DAY  CLASSES 


C'luas  of  school  district 

Number 

of 

pupils 

eiuollcd 

ADA 
n'ported 

Total 
current 
expense 

,\V<TIIKC 

curiiMit 
expense 

Total 
excess 
expense 

■Vveiiige 
excess 
expense 

Elementary  school  distriota 

HiKh  school  districts   - 

Unified  school  districts.  _    

County  school  service  fund 

3.712 

777 

2,081 

705 
12 

2,922 

507 

1,806 

341 
0 

'$2,589,505 

•544,166 

>1, 844,914 

«3 17,249 
7,308 

$880.21 
1,073.31 
1,021.55 

1  '.'.'s  on 

$1,736,826 

318,445 

1,2{M),(»18 

•(in  ii()i) 
.  :.()8 

$694.05 
028   10 

001    10 

:,m .  f.  1 

High 

91H.00 

Total 

7.287 

5,582 

$5,303,202 

$950  O.O 

j:t,i.v.i,K()0 

$619.81 

>  Excludes  $7H5,!)03  expense  f(ir  liansiioilatloii  iiliyslcnlly  liandlruppcil  In  iitlicr  spcclHl  iliiy  rlnssra 

'  130.351  expense  for  Iransporlallon  physically  liandlruppcil  In  other  special  day  rln.s.seH 

■•<  347,220  expense  for  transpiirtiillon  physically  liandlrappcd  In  other  special  day  clauses 

«  64,568  expuiLse  fur  transportation  physically  handicapped  In  other  special  day  classes 


11,328.042  ToUl  Transportation 
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Table  XI 

Number  of  Districts  and  Counties  Which  Filed  Claims  for  Excess  Cost  of 
Educating  Physically  Handicapped  Minors 

CLASSIFIED    BY  AVERAGE   UNiT  COST 
1956-57  Fiscal  Year  for  1957-58  Apportionment 


Type  of  district 


Elemen- 
tary 


A — Regular  day  classes 
Districts  with  less  than  $50  per 

ADA 

Districts  between  S50-$100  per 

ADA 

Districts    between    $100-$150 

per  ADA 

Districts     between     $150-$200 

per  ADA 

Districts     between     $200-$250 

per  ADA 

Districts    between    $250-$300 

per  ADA 

Districts    between    $300-8350 

per  ADA 

Districts    between    $350-$400 

per  ADA 

Districts    between    $400-8450 

per  ADA 

Districts  over  $450  per  ADA... 

Total 

B — Remedial  classes 
Districts  with  less  than  S300 

per  ADA 

Districts    between  -  $300-S400 

per  ADA 

Districts    between    $400-1500 

per  ADA 

Districts    between     $500-$600 

per  ADA 

Districts     between     S600-S700 

per  ADA 

Districts     between     S700-S800 

per  ADA 

Districts    between    $800-$900 

per  ADA 

Districts  between  $900-$  1,000 

per  ADA 

Districts  between  $1,000-$  1,1 00 

per  ADA 

Districts  over  $1,100  per  ADA. . 

Total 


9 
6 
31 
26 
35 
25 
30 
21 
26 


High 
school 


291 


16 


Unified 


1 

2 

1 

2 

3 

5 

2 

5 

2 
21 


Total 
districts 


10 


50 

10 

10 

36 

34 

42 

35 

33 

28 

31 
117 


376 


County 

school 

service 

fund 


State 
totals 


10 
5 
8 

11 
3 
5 
3 
2 

1 

2 


50 

10 
10 
36 
34 
43 
35 
33 
29 

33 

122 


385 
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Table  XI— Continued 

Number  of  Districts  and  Counties  Which  Filed  Claims  for  Excess  Cost  of 

Educating  Physically  Handicapped  Minors 

CLASSIFIED   BY  AVERAGE   UNIT  COST 

1956-57  Fiscal  Year  for  1957-58  Apportionment 


C — Individual  instruction 
Districts  with  less   than  $300 

per  ADA 

Districts    between    $300-$400 

per  ADA 

Districts     between     S400-$500 

per  ADA 

Districts    between    $500-$600 

per  ADA 

Districts    between    $600-$700 

per  ADA 

Districts    between    f700-$800 

per  ADA 

Districts    between    .I800-S900 

per  ADA 

Districts  between  $900-Sl,000 

per  ADA 

Districts  between  $1 ,000-$l ,  100 

per  ADA 

Districts  over  11,100  per  ADA. 

Total 


Type  of  district 


Elemen- 
tary 


10 


22 


102 


75 


49 


18 


7 
35 


355 


High 
school 


3 

16 

19 

24 

15 

10 

6 
15 


110 


Unified 


67 


Total 
districts 


6 

12 

28 

123 

106 

85 

56 

31 

16 
69 


County 

school 

service 

fund 


State 
totals 


6 
12 
29 
125 
110 
90 
57 
34 

17 

77 


557 


Type  of  district 

Total 
districts 

County  school 
service  fund 

Elemen- 
tary 

High 
school 

Uni- 
fied 

Elemen- 
tary 

High 
school 

State 
totals 

D — Special  day  classes 
Districts  with  less  than  S300  per 
ADA 

1 

1 

1 

2 

4 

10 

10 

10 

7 
10 

1 

2 

1 

1 
6 

3 

2 

5 

3 

4 
10 

1 

1 

1 

2 

8 

12 

17 

14 

12 
26 

1 
2 
2 

1 

6 

3 
3 

1 

1 

1 

Districts    between    $300-8400    per 
ADA 

2 

Districts    between    $400-$500    per 
ADA 

Districts    between    8500-1600   per 
ADA 

3 
4 

Districts    between    l600-$700    per 

ADA 

Districts    between    S700-$800    per 

ADA 

Districts    between    $800-8900    per 

ADA 

Districts  between  $900-11,000  per 

ADA 

Districts  between  $1 ,000-$l ,  100  per 

ADA 

9 
12 
17 
21 
15 

Districts  over  $1,100  per  ADA 

30 

Total 

56 

11 

27 

94 

18 

2 

114 
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Table  XII 

Authorized  Allowances,  Actual  Allowances,  and  Average  Excess  Expenses 
per  Unit  of  Average  Daily  Attendance  of  Special  Education  Programs, 

1957-58 


Per  unit  of  average  daily  attendance 

Program 

Maximum 
Authorized 
allowance 

Average 

Actual 

allowance 

Average 
Excess 
Expense 

Percent  of 
Expense 
allowed 

Phypir^ally  hf^nHif.appprl 

$600 
200 
450 
350 

$568.82 
184.36 
410.86 
286.36 

$743.95 
300.50 
526.75 
334.46 

76.46 

61.35 

Severely  mentj^Uy  ret-arded 

78.00 

85.62 

Table  XII  reveals  that  the  authorized  allo-wances  do  uot  meet  the 
avera<ie  excess  expenses  of  the  programs,  and  different  percentages  of 
the  average  excess  expense  are  provided  for  each  of  the  several 
programs. 

Table  XIII  indicates  the  requirements  in  state  support  per  unit  of 
average  daily  attendance  in  order  to  provide  allowances  at  the  level  of 
the  average  excess  expense  per  unit  of  average  daily  attendance  of  each 
program.  It  must  be  understood  that  average  reimbursements  will  fall 
slightly  below  the  maximums  prescribed  by  law  because  of  the  fact  that 
some  districts  spend  less  than  the  maximum  allowance.  In  1957-58  aver- 
age reimbursements  equalled  the  following  percentages  of  the  maximum 
allowances  for  the  program : 

Physically  handicapped 94.80 

Mentally  retarded 92.18 

Severely  mentally  retarded 91.30 

Special  transportation 81.82 

Table  XIII 

Average  Excess  Expense,  and  Required  Allowance  per  Unit  of  Average 
Daily  Attendance  for  Special  Education,  1957-58  Through  1960-61 


Physically 
handicapped 

Mentally 
retarded 

Severely  mentally 
retarded 

Transportation 

physically 

iiandicapped  and 

Severely  mentally 

retarded 

Fiscal  year 

Excess 
expense 

Required 
allowance 

Excess 
expense 

Required 
allowance 

Excess 
expense 

Required 
allowance 

Excess 
expense 

Required 
allowance 

1957-58 

1958-59 

1959-60 

1960-61 

$743.95 
781.15 
820.21 
861.22 

$784.76 
824.00 
865.20 
908.46 

$300.50 
315.52 
331.30 
347.87 

$325.99 
342 . 29 
359.41 
377.38 

$526.75 
553.09 
580.74 
609.78 

$576.94 
605.79 
636.08 
667.89 

$334.46 
351.18 
368.74 
387.17 

$408.78 
429.21 
450.67 
473.20 

The  amount  per  unit  of  average  daily  attendance  required  to  provide 
allowance  to  school  districts  to  meet  the  estimated  average  excess 
expense  of  each  program  is  shown  in  Table  XIV. 
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Table  XIV 

Amounts  per  Unit  of  Average  Daily  Attendance  Required  to  Provide 

Allowance  at  Level  of  Average  Excess  Expense 

1957-58  Through  1960-61 


Current  law 

Physically 
handicapped 

Mentally 
retarded 

Severely 
mentally 
retarded 

Transporta- 
tion 
physically 
handicapped 
and  severely 
mentally 
retarded 

Current, 
total 

Proposed, 
total 

1957-58--- 

$3.84 
4.06 
4.26 

$2.80 
2.98 
3.13 

$0.31 
0.35 
0.38 

$0.70 
0.75 
0.79 

$5.15 

Projections 

1958-59 

1959-60 

$7.65 
8.14 

1960-61-    _ 

8.56 

During  the  1957  General  Session  of  the  Legislature  Assembly  Bill 
No.  3045,  enacted  into  law,  authorized  the  Department  of  Education  to 
establish  a  special  committee  to  study  public  school  financial  support 
and  make  recommendations  to  the  1959  General  Session  of  the  Legisla- 
ture. Therefore,  the  Department  of  Education  established  three  commit- 
tees :  the  Departmental  Committee,  the  Technical  Advisory  Committee, 
and  the  General  Advisory  Committee.  Among  other  things,  the  commit- 
tees considered  and  recommended  the  following  items  concerning  finan- 
cial support  of  special  education : 

1.  $8.56  per  unit  of  average  daily  attendance  be  provided  in  the  State 
School  Fund  for  the  reimbursement  of  the  excess  expenses  of 
special  education. 

2.  The  maximum  allowances  for  the  reimbursement  of  the  special 
education  programs  be  set  as  follows : 

a.  For  physically  handicapped $910 

b.  For  mentally  retarded 375 

c.  For  severely  mentally  retarded 670 

d.  For  special  transportation 475 

3.  The  appropriation  of  $40,000  included  in  the  current  law  for 
readers,  equipment,  etc.,  for  blind  pupils  be  retained  at  the  same  level. 

4.  Any  portion  of  the  $8.56  per  unit  of  average  daily  attendance  that 
is  not  required  to  meet  excess  expenses  in  any  year  shall  revert  to  the 
General  Fund  of  the  State. 

Explanation 

This   proposal  will   provide   for   the   reimbursement   of   the   excess 
expenses  of  the  special  education  programs  at  the  level  of  the  estimated 
average  excess  expense.  The  proposal  will  require  a  maximum  in  1959-60 
and  in  1960-61  of  the  following  amounts: 
Ai^erage 
Fiscal  Daily  1' resent  Proposed 

Year  Attendance         Program  Program  Increase 

1959-60    -         —  3,163,000         $16,289,450         $27,075,280         $10,785,830 
1960-61    3,367,700  17,343,655  28,823,915  11,480,260 
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Because  it  is  likely  that  during  1959-60  slightly  less  than  $8.56  per 
unit  of  average  daily  attendance  will  be  required,  Recommendation 
No.  4  provides  that  only  the  amounts  necessary  to  meet  maximum 
allowances  set  by  law  will  be  placed  in  the  State  School  Fund. 

School  Housing 

Adequate  housing  for  the  education  of  handicapped  pupils  continues 
to  be  a  major  problem.  Prior  to  1952  the  Legislature  on  two  separate 
occasions  provided  appropriations  on  a  matching  basis  for  buildings  and 
equipment  for  cerebral  palsied  children.  Since  1952  we  have  had  the 
state  building  aid  program  for  impoverished  districts  which  has  helped 
significantly  in  the  construction  of  classrooms  and  in  the  provision  of 
equipment  for  handicapped  children.  Table  XV  indicates  that  as  of 
August  20.  1958,  633  classrooms  were  approved,  and  that  of  the  total, 
550  were  for  special  training  of  mentally  retarded  children.  It  is  becom- 
ing increasingly^  apparent  that  the  state  school  building  aid  program  is 
a  key  factor  in  the  extension  of  special  teaching  services  to  handicapped 
children  in  the  impoverished  districts  of  the  State.  But  in  spite  of  these 
gains,  growth  in  enrollment  continues  in  advance  of  available  facilities. 
A  recent  survey  revealed  that  classes  for  severely  retarded  children 
were  housed  in  a  variety  of  ways. 

The  makeshift  nature  of  the  accommodations  is  suggested  by  the  fact 
that  more  than  half  of  the  classrooms  were  in  buildings  located  away 
from  elementarj^  schools,  6  percent  in  churclies  and  community  halls 
and  3  percent  in  "one-family"  private  dwelling  houses. 

Some  school  districts  are  reluctant  to  establish  special  programs  to 
serve  children  on  a  regional  basis  when  these  districts,  not  eligible  for 
state  school  building  aid,  are  experiencing  difficulties  in  maintaining 
adequate  facilities  for  their  own  children.  In  most  eases  these  districts 
would  be  willing  to  function  as  service  centers  for  special  education 
programs  for  handicapped  children  from  surrounding  districts,  pro- 
vided assistance  could  be  given  for  acquiring  the  necessary  buildings 
and  equipment.  Without  financial  support  for  school  housing  and  equip- 
ment it  will  be  extremely  difficult  to  establish  special  education  service 
centers  in  some  of  the  regions  in  California.  If  we  are  to  proceed  with 
regional  planning  and  organization  for  the  education  of  exceptional 
children,  careful  consideration  must  be  given  to  legislation  (such  as 
the  previous  enactments  for  the  cerebral  palsied)  which  would  allow 
school  building  aid  on  a  matching  basis  when  districts  are  willing  to 
function  as  service  centers. 

A  Legal  Basis  for  a  Special  Education  Work  Training  Program 

Insofar  as  handicapped  children  can  fit  into  the  new  work  experience 
program,  based  upon  enabling  legislation  passed  during  the  1957  Gen- 
eral Session  of  the  Legislature,  they  should  be  encouraged  to  do  so. 
There  are  man.y  instances,  however,  where  both  physically  liandicapped 
and  mentally  retarded  youth  have  limitations  which  make  the  current 
work  experience  program  unsuitable  for  them. 

It  is  evident  that  careful  thought  needs  to  be  given  to  a  sej^arate  spe- 
cial education  work  training  program.  Futliermore,  it  may  be  necessary 
to  allow  reimbursement  to  school  districts  and  county  school  offices 
for  the  excess  expenses  involved  in  providing  such  work  training  pro- 
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TABLE  XV 

Applications  for  State  School  Aid  for  Exceptional  Children, 
August  20,  1958 

'         NUMBER   OF   CLASSROOMS   APPROVED   BY   BUREAU   OF   SPECIAL   EDUCATION 
Mentally  retarded  .1 509 

Mentally  retarded  .2 41 

Deaf 15 

Hard  of  hearing 12 

Orthopedically  handicapped 26 

Partially  seeing 6 

Blind 5 

Cerebral  palsy   13 

Corrective  physical  education 6 

633 
NUMBER   OF   CLASSROOMS   APPROVED   BETWEEN    NOVEMBER    1,    1957 
AND   AUGUST   20,    1958 

Mentally  retarded  .1 90 

Mentally  retarded  .2 5 

Deaf    6 

Partially  seeing 2 

Cerebral  palsy  3 

106 

grams.  Excess  expenses  incurred  by  payment  of  training  fees  to  em- 
ployer participants  may  come  to  be  regarded  as  legitimate  charges  for 
the  use  of  work  station  facilities  and  services  at  least  during  the  early 
nonproductive  phases  of  individual  work  trainees.  It  is,  therefore,  rec- 
ommended that  such  reimbursement  of  school  districts  and  county 
schools  offices  be  granted  contingent  upon  the  approval  of  the  Superin- 
tendent of  Public  Instruction  to  allow  excess  expenses  where  bona  fide 
work  training  programs  incurring  Avork  training  expenses  can  be 
validated. 

Scholarship  Program 

If  the  special  education  program  in  the  public  schools  of  California 
does  nothing  more  than  "hold  its  own"  during  the  next  10  years,  there 
will  be  need  for  the  recruitment  of  3,900  additional  teachers  (Ref. 
Table  XVI).  Twenty-seven  hundred  of  these  will  be  for  the  mentally 
retarded.  Since  most  of  these  persons  will  receive  their  special  training 
during  the  ensuing  decade,  the  problem  of  teacher  preparation  becomes 
increasingly  critical.  Obviously,  ways  must  be  explored  to  step  up  the 
recruitment  of  qualified  special  education  teacher  candidates  into  the 
appropriate  training  programs.  To  do  this,  it  is  becoming  apparent  that 
careful  consideration  must  be  given  to  a  workable  scholarsliip  plan 
whicli  may  demonstrate  the  efficacy  of  joint  state  and  school  district 
support  of  its  costs. 

One  approach  to  a  pilot  scholarship  program  may  be  implemented  by 
the  recruitment  to  special  training  of  qualified  regular  class  teachers 
who  wish  to  prepare  for  the  credential  to  teach  exceptional  children. 
Assuming  co-operative  support  on  an  equal  basis  by  the  State,  local 
school  district,  and  teacher  applicant,  it  is  possible  that  scholarships  of 
up  to  $1,500  matched  by  a  like  amount  from  the  participating  district 
may  provide  sufficient  inducements  to  training  for  experienced  teachers 
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to  forego  the  difference  between  their  present  teaching  incomes  and 
the  value  of  these  scholarships.  Forceful  measures  are  needed  to  insure 
the  adequacy  of  instructional  personnel  to  protect  state  and  local  in- 
vestments in  the  special  education  programs. 

At  first  it  would  seem  that  such  a  scholarship  plan  should  operate  on 
a  pilot  basis  in  order  to  establish  procedures  for  teacher  selection,  joint 
financial  participation,  training  standards,  and  criteria  for  satisfying 
state  and  district  financial  investments  in  the  awards.  Naturally,  the 
limit  on  the  number  of  such  scholarships  would  be  set  by  the  amount 
of  the  appropriation  for  that  purpose.  It  is  probable  that  25  awards 
each  year  for  two  years  would  represent  the  minimum  level  at  which 
the  pilot  program  could  yield  useful  information. 

Table  XVI 

Supply  and  Demand  of  Certificated  Personnel  in  Special  Education  Based 

Upon  Projected  Enrollment  Trends  Adjusted  to  Maintain  the  Present 

(1957-58)  Ratio  of  Special  Education  Personnel  to  Total 

Certificated  Personnel  by  1968-69 


195S-59 

1968-69 

Normal 
growth 

Replace- 
ments 

New 
teachers 
needed 

Total  number  certificated  personnel  (est.) 

135,840 

3,136 

2,106 

530 

500 

181,140 

4,156 

2,807 

706 

653 

1,030 
701 
176 
153 

2,920 

1,960 

490 

460 

45,300 

*  Total  number  certificated  personnel  (est.) 

3,950 

Mentally  retarded  (69%) 

2,661 

666 

Physically  handicapped  (15%) 

613 

'  No  adjustment  is  used  to  project  the  need  for  additional  personnel  due  to  extension  of  special  education 

services  greater  than  the  rate  of  anticipated  growth  in  public  school  enrollment.  For  example,  the  current 

percent   of  annual   increase   in   enrollment  in   classes   for   the  mentally  retarded   is  more   than   twice   as 
great  as  the  percent  of  annual  increase  in  graded  enrollment. 


Al  Tudyman,  Director  of  Special  Education 
Oakland  Unified  School  District 

Financing  of  Construction  of  Classrooms  for  Special  Education 

The  largest  school  districts  in  California,  because  of  their  large  num- 
ber of  handicapped  children,  have  by  far  the  most  advanced  special 
education  programs.  The  largest  school  districts  are  not  impoverished 
in  most  cases  and  therefore  are  not  eligible  for  state  building  funds. 
Many  families  with  handicapped  children  move  to  the  largest  school 
districts  because  of  the  more  adequate  special  educational  facilities. 
Ironically  enough,  the  school  districts  offering  the  more  adequate  spe- 
cial educational  programs  get  the  least  state  help  for  capital  outlay 
costs.  This  puts  the  large  school  districts  in  a  dilemma  because  there  is 
already  a  shortage  of  classroom  space  for  normal  children.  This  puts 
special  education  in  direct  competition  with  regular  education  for  space 
and  equipment. 
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The  Oakland  Unified  School  District  must  curtail  its  program  in  some 
areas  because  housing  facilities  are  not  available.  This  is  true  especially 
in  the  field  of  the  mentally  retarded  and  the  deaf.  In  other  programs 
efficient  use  of  the  special  teacher's  time  is  not  utilized  because  of  inade- 
quate and  unsuitable  working  areas ;  this  is  particularly  true  for  the 
speech  therapy  and  lip  reading  programs  and  the  program  for  tlie  par- 
tially seeing.  Relief  in  the  housing  problem  in  the  foreseeable  future 
can  be  only  solved  by  state  aid. 

Perhaps  it  can  be  feasible  to  enact  legislation  which  will  reward 
school  districts  doing  the  most  for  special  education  programs,  to  grant 
loans  or  matching  funds  for  special  educational  capital  outlay  regard- 
less of  the  degree  of  impoverishment. 

Transportafion  of  Handicapped  Pupils 

Transportation  allowances  up  to  $350  per  unit  of  average  daily 
attendance  for  blind,  cerebral  palsied,  crippled,  and  deaf  attending 
special  classes  is  a  great  aid  in  regular  attendance  of  the  pupils.  There 
are  several  inadequacies  in  the  code  which  do  not  affect  certain  pupils 
who  should  in  our  opinion  have  transportation  facilities.  Any  of  the 
above  handicapped  pupils,  if  attending  regular  classes,  are  not  eligible 
for  transportation  in  the  same  manner  as  if  they  were  enrolled  in  spe- 
cial classes.  In  cases  where  the  pupil  is  unable  to  walk  to  school,  or 
where  it  might  be  a  hazard  for  him  to  walk  or  use  public  transporta- 
tion, he  must  be  transported.  The  Oakland  Unified  District  takes  on  this 
responsibility  without  any  state  support. 

The  mentally  retarded  pupil  in  point  one  classes  is  not  included  in 
transportation  legislation  to  special  classes  when  he  is  unable  to  get 
to  such  a  class  by  any  other  means  of  transportation.  This  is  a  serious 
discrimination  and  particularly  affects  the  program  as  follows:  (1) 
young  mentally  retarded  children  cannot  be  included  in  the  program, 
(2)  discourages  establishment  of  classes  for  younger  mentally  retarded 
pupils,  (3)  no  transportation  allowance  is  unrealistic  in  large  cities 
where  heavy  traffic  is  constantly  present  and  endangers  pupils  going 
to  classes,  and  (4)  makes  it  impossible  for  some  mentally  retarded  chil- 
dren to  be  properly  educated  since  all  schools  in  a  large  district  cannot 
have  classes  for  them  and  so  would  be  placed  too  far  from  home  against 
parent  wishes  and  rightful  concerns. 

Need  for  Providing  Supervised  Work  Experience  for  Menially  Retarded  and 
Physically  Handicapped  Pupils,  Particularly  af  High  School  Level,  and  fhe 
Problems  Involved  in  Providing  Such  Supervised  Work  Experience 

There  is  a  great  need  for  supervised  work  experience  for  the  mentally 
retarded  and  the  physically  handicapped  pupils.  This  provision  should 
be  made  at  the  high  school  level. 

The  work  experiences  for  the  mentally  retarded  who  are  in  point 
one  classes  should  be,  for  the  most  part,  in  the  semiskilled  and  un- 
skilled classification.  The  State  Department  of  Education  could  help  in 
developing  high  school  teacher  guides  in  the  occupations  and  in  voca- 
tional guidance.  The  program  day  is  compulsory  on  the  high  school 
level  with  great  flexibility  in  the  type  of  program.  The  objective  of 
social  acceptance  of  the  mentally  retarded  is  being  very  well  developed 
in  many  of  the  high  school  districts.  The  objectives  of  vocational  effici- 
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ency  of  tlie  mentally  retarded,  however,  are  not  as  clearly  defined  as 
we  would  like. 

The  work  experiences  for  the  physically  handicapped  might  very 
well  be  developed  by  the  Bureau  of  Vocational  Rehabilitation  which 
ultimately  will  get  children  who  have  vocational  physical  handicaps. 
This  type  of  program  should  be  carefully  co-ordinated  with  the  existing 
high  school  program  so  that  it  can  develop  academic  as  well  as  practical 
vocational  experiences. 

James  Stefan,  Director  of  Special  Education, 
Office  of  Monterey  County  Sujyerintendent  of  Schools 

Housing 

The  County  Superintendent  of  Schools  is  required  by  law  to  operate 
special  training  classes  in  school  districts  with  less  than  900  pupils  in 
average  daily  attendance.  However,  no  financial  aid  is  available  to  the 
County  Superintendent  to  properly  house  these  pupils.  Frequently 
these  classes  must  be  housed  in  substandard  school  buildings  either 
rented  or  not  in  use  by  school  districts.  County  Boards  of  Supervisors 
have  generally  appropriated  funds  for  current  expenses  but  not  for 
housing  costs. 

Children  who  are  severely  mentally  retarded  are  also  frequently 
poorly  housed.  In  Monterey  County  two  school  programs  serve  severely 
retarded  children.  Both  are  housed  inadequately.  In  both  instances, 
local  volunteer  groups  have  raised  funds  which  they  are  ready  to  apply 
toward  permanent  buildings.  In  the  one  instance  the  sum  available  from 
the  volunteer  group  is  $16,000.  The  total  sum  needed  for  building  a 
small  school  would  far  exceed  this  amount. 

"We  feel  that  legislation  similar  to  Senate  Bill  No.  65,  introduced  in 
the  1957  Legislative  Session  would  be  extremely  helpful  to  us  in  this 
type  of  situation. 

Transportafion 

Transportation  of  partially  sighted  and  hard-of-hearing  children  pre- 
sents a  serious  financial  problem  to  small,  rural  school  districts.  Though 
state  reimbursement  is  available  for  deaf,  blind,  severely  mentally  re- 
tarded and  physically  handicapped  children,  hard-of-hearing  and  par- 
tially sighted  children  are  not  included  in  state  reimbursement.  We 
would  like  to  recommend  that  a  provision  for  transportation  reimburse- 
ment for  these  two  types  of  handicaps  be  written  into  law. 

Multiple  Handicapped 

Children  with  multiple  handicaps,  though  a  small  group  in  terms  of 
incidence  in  the  total  school  enrollment,  present  a  severe  educational 
problem.  First,  a  diagnostic  medical  evaluation  of  these  children  can 
be  quite  difficult.  Conflicting  medical  diagnoses  may  make  it  puzzling 
for  school  authorities  to  make  the  best  educational  placement. 

This  is  probably  the  most  difficult  group  of  children  to  work  Avith 
educationally  and  their  education  is  apparently  being  left  to  the  last- 
perhaps  because  of  the  small  incidence. 

Many  special  schools  will  not  admit  children  with  multiple  handicaps 
on  the  grounds  that  their  existing  facilities  will  not  permit  them  to  give 
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adequate  service.  This  means  that  these  children  who  need  the  greatest 
concentration  of  educational  help  may  be  limited  to  a  marginal  type  of 
home  instruction — in  some  cases  to  no  instruction  at  all. 

Few  special  schools  are  prepared  to  handle  more  than  one  type  of 
handicap — an  exception  might  be  the  schools  for  cerebral-palsied  chil- 
dren which  are  also  prepared  to  help  children  with  speech  handicaps. 
However,  for  the  child  who  is  mentally  retarded  and  blind  or  mentally 
retarded  and  deaf — very  little  exists  in  the  way  of  educational  facilities. 

Chester  L.  Maul,  Consultant,  Special  Education 
San  Mateo  County  Schools 

,  The  following  items  are  of  concern  to  San  Mateo  County,  particularly 
with  regard  to  older  children : 

1.  The  need  for  providing  supervised  work  experience  for  mentally 
and  physically  handicapped  pupils,  particularly  at  the  high  school 

~s        level. 

2.  Problems  involved  in  securing  and  utilizing  services  of  the  Bureau 
of  Vocational  Rehabilitation  for  handicapped  pupils  of  employable 
age  in  school  and  upon  leaving  school,  and 

3.  The  use  of  sheltered  workshops  as  training  facilities. 

At  the  present  time  there  is  no  adequate  provision  in  San  Mateo 
County  for  supervised  work  experience  for  severely  involved  cerebral 
palsied  and  orthopedically  handicapped  young  adults.  The  problem 
exists  at  least  in  part  because  our  students  are  so  severely  involved, 
even  when  compared  with  Bureau  of  Vocational  Rehabilitation  stand- 
ards, that  ordinary  methods  are  insufficient. 

An  additional  handicap  imposed  by  their  disability,  the  total  absence 
of  the  usual  work  experiences  after  school  or  during  summer,  places 
greater  emphasis  upon  supervised  work  experience  if  the  youngster  is 
to  be  assisted  in  determining  his  potentialities  and  establishing  realistic 
goals.  To  provide  for  supervised  work  experience,  however,  would  re- 
quire the  services  of  a  vocational  counselor.  There  is  at  the  present  time 
neither  the  personnel  nor  the  funds  for  such  a  person. 

Closely  related  to  this  is  the  problem  of  securing  and  utilizing  the 
services  of  the  Bureau  of  Vocational  Rehabilitation.  Without  in  any  way 
reflecting  upon  the  services  provided  by  the  Bureau  of  Vocational  Re- 
habilitation, we  have  found  that  the  severity  of  the  youngsters'  involve- 
ment and  other  factors  beyond  the  control  of  local  Bureau  of  Vocational 
Rehabilitation  personnel  has  reduced  Bureau  of  Vocational  Rehabilita- 
tion assistance  to  our  children  to  a  few  isolated  cases. 

Vocational  habilitation  is  particularly  difficult  to  achieve  for  severe 
cerebral  palsied  young  people  because  of  the  large  amount  of  time 
consumed  in  counseling ;  the  large  number  of  occupational  tasks,  other- 
wise suitable,  that  are  eliminated  because  of  the  physical  involvement ; 
the  marginal  economic  contribution  that  can  be  made  at  best,  and  the 
decidedly  problematical  employability  that  can  ultimately  be  achieved. 

It  may  be  that  the  provision  of  additional  funds  by  the  legislature 
for  the  employment  of  a  vocational  counselor,  either  to  Bureau  of  Voca- 
tional Rehabilitation  or  directly  to  administrative  units  which  have  such 
classes,  might  alleviate  the  problem. 
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Because  of  the  severity  of  involvement,  the  majority  of  graduates 
from  our  cerebral  palsy  school  \Yill  not  be  able  to  make  a  sizeable  contri- 
bution in  an  economic  sense,  will  not  be  able  to  take  a  position  in  in- 
dustry in  either  a  competitive  or  sheltered  type  of  environment  and 
will  be  able  to  function  only  in  a  sheltered  workshop  or  home. 

Preparation  for  home  employment  might  well  take  place  in  a  pre- 
vocational  training  unit  developed  as  part  of  the  regular  school  pro- 
gram by  the  classroom  teacher,  in  co-operation  with  the  two  occupa- 
tional therapists  in  the  cerebral  palsy  school  under  the  direction  of  a 
vocational  counselor  employed  either  by  the  school  or  by  the  Bureau  of 
Vocational  Rehabilitation.  Such  prevocational  training  would  continue 
in  the  school  as  necessary  up  to  the  legal  maximum  age  of  21.  The 
establishment  of  sheltered  workshops  for  severely  involved  cerebral 
palsied  adults  is  perhaps  not  a  primary  concern  of  this  committee,  when 
such  workshops  are  contemplated  for  the  purpose  of  providing  terminal 
employment  (see  1957  report  of  this  committee).  There  is  even  more 
question  as  to  whether  any  workshop  should  be  established  by  govern- 
mental agency  rather  than  by  community  resources. 

Whatever  the  solution  may  be,  we  have  the  problem  at  present  of 
severely  involved  cerebral  palsied  youngsters  graduating  from  our 
school  to  a  life  of  idle  aimlessness. 

Any  constructive  steps  taken  in  this  area,  as  well  as  in  both  areas 
already  discussed,  appear  to  revolve  around  the  availability  of  an  oc- 
cupational counselor.  Without  such  skilled  help  we  have  little  possibility 
of  providing  a  needed  and  desirable  service  to  our  seriously  handi- 
capped youngsters. 

Dr.  "Warren  W.  Hamilton,  Director  of  Special  Services, 
Torrance  Unified  School  District 

Transportation  of  Handicapped  Pupils  (Need  for  Excess  Cost 
Transportation  Money  for  Partially  Sighted) 

Education  Code,  Section  7018.1  reads  as  follows  in  respect  to  excess 
cost  of  transportation  for  physically  handicapped  minors: 

"In  addition  to  all  other  amounts  allowed  to  a  school  district 
under  this  article,  the  Superintendent  of  Public  Instruction  shall 
allow  to  each  school  district  an  amount  equal  to  the  current  expense 
of  the  district  during  the  preceding  fiscal  year  of  transporting 
blind,  deaf,  cerebral  palsied,  and  orthopedieally  handicapped  minor 
pupils  and  mentally  retarded  minors  who  come  wdthin  the  pro- 
visions of  Section  9801.2  to  and  from  special  day  classes  but  not 
in  excess  of  three  hundred  fifty  dollars  ($350)  for  each  unit  of 
average  daily  attendance  of  such  pupils  during  the  next  preceeding 
fiscal  year  resulting  from  the  attendance  of  such  pupils  in  the 
special  day  classes  to  and  from  which  the}'  were  transported  by  the 
district. ' ' 

The  California  Administrative  Code,  Title  5,  Education,  under  Sub- 
chapter 5.5  entitled  Allowances  for  Pupil  Transportation,  Article  7, 
Definition  of  Deaf,  Blind,  Cerebral  Palsied  and  OrthopedicaUy  Handi- 
capped Pupils,  the  definition  of  the  blind  is  as  follows: 
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"The  blind,  for  the  purposes  of  this  article,  shall  consist  of  those 
children  (1)  whose  visual  acuity  in  the  better  eye  after  the  best 
possible  correction  is  22/200,  or  (2)  whose  peripheral  field  is  con- 
tracted to  such  an  extent  that  the  widest  diameter  subtends  an 
angle  no  greater  than  20  degrees,  or  (3)  whose  vision  shows  an 
equally  handicapping  visual  defect,  or  (4)  those  diagnosed  by  an 
eye  or  vision  testing  specialist  as  being  blind  or  having  a  condition 
leading  to  early  blindness." 

It  is  my  recommendation  that  the  words  partially  sighted  be  placed 
in  Education  Code  Section  7018.1  (Districts  who  have  hard-of-hearing 
pupils  would  undoubtedly  request  the  same  for  the  hard-of-hearing.) 

Reasons  for  Request: 

1.  The  State  recognizes  the  need  for  specialized  facilities  for  the 
partially  sighted  and  has  established  standards  for  area  and  size 
of  classes  for  these  children  under  Chaper  19.  The  standards  are 
found  in  Title  5,  Education,  Subchapter  8,  School  Housing,  Article 
3,  Application  for  State  School  Building  Code. 

2.  With  few  exceptions,  all  educators  agree  that  many  partially 
sighted  children  are  in  need  of  specialized  help  and  facilities  in 
order  to  have  the  best  education.  Since  there  are  so  few  of  these 
children,  specialized  transportation  is  necessary  to  bring  them  in 
from  a  large  area. 

3.  Last  year  in  the  Torrance  Unified  School  District  there  were  19 
elementary  school  pupils  (17  A.  D.  A.)  enrolled  in  two  classes  for 
the  partially  sighted.  They  are  transported  to  Torrance  from  six 
other  districts  (Southwest  School  Districts  Co-operative  Special 
Education  Program).  The  cost  of  leasing  passenger  cars,  drivers, 
gas,  oil,  and  servicing  of  cars  was  $6,011.21.  This  amount  is  $353.60 
per  A.  D.  A. 

4.  The  partially  sighted,  like  the  blind  and  deaf,  are  recognized  as 
being  physically  handicapped  under  state  law  and  excess  cost  for 
their  education  is  provided.  It  costs  as  much  to  transport  a 
partially  sighted  child  as  it  does  a  blind  or  deaf  child.  Yet  the 
partially  sighted  and  hard-of-hearing  are  the  only  ones  who  do 
not  get  this  excess  cost  of  transportation. 

The  generally  accepted  definition  of  a  partially  sighted  person  is  one 
whose  vision  is  poorer  than  20/70  in  the  better  eye  after  correction. 

Conclusion 

The  State  provides  excess  cost  expenditures  for  the  partially-sighted, 
allows  a  district  to  build  specialized  facilities  for  them,  requires  a 
teacher  to  have  a  special  credential  to  teach  them,  requires  that  we  give 
these  children  this  specialized  education  and  yet  fails  to  provide  the 
excess  cost  funds  for  transporting  them. 

Partially  sighted  pupils,  like  other  physically  handicapped  pupils, 
are  in  need  of  this  specialized  program.  They  should  not  be  excluded 
from  receiving  excess  cost  of  transportation. 
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Warren  H.  Natwick,  Assistant  Superintendent, 
San  Mateo  County  Schools 

Program  for  Severely  Mer)ta}ly  Retarded  Students 

The  State  Department  of  Public  Health  and  the  State  Department 
of  Education  operating  through  local  school  districts  and/or  county 
offices  and  local  healtli  departments,  co-operatively  plan  for  and  sup- 
port financially  the  program  for  cerebral  palsied  children.  Occupational 
and  physical  therapists,  as  well  as  consulting  orthopedists,  are  assigned 
by  the  State  Department  of  Public  Health  to  each  cerebral  palsy  school. 
We  believe  the  same  approach  should  be  applied  to  the  program  for 
the  scA^erely  mentally  retarded  children.  When  we  started  our  pilot 
program  in  San  Mateo  County  in  1953,  every  child  admitted  to  the 
program  was  on  the  waiting  list  for  entry  into  a  state  institution.  Only 
two  of  these  children  are  now  in  such  an  institution,  and  they  were  in 
our  program  for  several  years  and  were  recommended  for  state  care 
only  after  other  serious  problems  had  arisen. 

The  seriousness  of  this  problem  was  brought  to  our  attention  in  1953 
by  interested  parents  who  had  been  in  contact  with  Mrs.  Helen  Her- 
rick.  Consultant  in  Mental  Hygiene,  State  Department  of  Mental 
Hygiene.  Mrs.  Herrick  co-operated  with  us  throughout  the  pilot  pro- 
gram and  did  a  wonderful  piece  of  work.  AVe  have  had  no  communica- 
tion with  the  Department  of  Mental  Hygiene  since  this  was  a  permis- 
sive program  and  the  sole  responsibility  of  education. 

It  is  our  contention  that  even  in  the  broad  definition  of  training  for 
living  in  a  sheltered  environment,  a  great  proportion  of  the  day  is  cus- 
todial in  nature.  But,  even  though  educational  only  in  its  broadest 
sense  and  partly  custodial,  we  believe  that  these  students  can  profit 
from  an  operation  at  the  local  level,  and  that  the  State  can  be  relieved 
of  the  responsibility  and  cost  of  institutional  care  for  many  of  these 
borderline  children.  However,  we  feel  that  this  should  not  be  a  full 
charge  on  education  and  that  the  State  Department  of  Mental  Hygiene 
could  still  participate  in  this  program  on  the  local  level. 

We,  therefore,  recommend  that  a  study  be  made  of  the  feasibility  of 
handling  this  social  and  mental  health  problem  in  co-operation  with 
the  State  Department  of  Mental  Hygiene  and  the  State  Department 
of  Education  in  the  same  way  that  the  State  Department  of  Public 
Health  and  State  Department  of  Education  are  handling  the  problem 
of  the  physically  handicapped  child. 

Warren  0.  Mendenhall,  Assistant  Superintendent, 
Orange  County  Schools;  President,  State  Federation 
of  International  Council  for  Exceptional  Children 

Transportation 

There  are  a  number  of  problems  involved  in  the  education  of  handi- 
capped children.  The  first  is  the  differentiation  between  the  excess  cost 
for  transportation  expenditures  allowed  for  Point  1  and  Point  2  pupils, 
between  the  visually  handicapped  and  the  blind,  and  between  the  hard- 
of -hearing  and  the  deaf. 

Presumably  the  problems  of  transportation  for  the  severely  handi- 
capped are  so  great  that  additional  excess  costs  for  transportation  are 
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allowed  for  blind,  deaf,  and  severely  retarded  under  the  provisions  of 
Education  Code  Section  7018.1  to  a  maximum  of  $350.  The  costs  in- 
curred by  the  Orange  County  Superintendent  of  Schools  support  the 
belief  that  while  transportation  of  severely  handicapped  pupils  is  a 
major  expense,  it  applies  in  equal  measure  to  Point  1  mentally  retarded, 
hard-of-h earing:,  and  partially  sighted  children. 

For  the  school  year  1956-57,  transportation  costs  incurred  for  Point 
2  classes  maintained  by  the  Orange  County  Superintendent  of  Schools, 
from  all  districts  in  Orange  County,  was  $21,568.75.  For  an  average 
daily  attendance  of  95,  this  made  a  per  pupil  cost  of  $227.04.  All  of 
this  was  by  transportation  contracted  with  private  carrier.  Part  of  the 
children  from  Point  1  classes  were  transported  on  buses  owned  by  the 
county,  which  make  these  expenditure  costs  impossible  of  comparison 
with  the  figure  for  Point  2.  However,  for  the  67  children  for  whom 
transportation  was  provided  by  public  carrier,  the  cost  was  $12,968.90 
or  $198.04  per  pupil. 

For  the  current  year,  pupil  transportation  costs  for  private  carrier 
for  various  classes  for  physically  handicapped  are  as  follows: 

Point  1 — $215.25  per  pupil  per  year; 

Point  2 — $183.75  per  pupil  per  year; 

Partially  sighted  and  blind   (.joint  transportation) — $180.25; 

Ilard-of-hearing  (3  children  to  a  distant  district) — $321.00. 

Although  these  costs  are  not  directly  comparable,  due  to  different 
distances  involved  and  the  number  of  pupils,  they  do  indicate  that 
transportation  for  pupils  not  presently  covered  by  excess  cost  in  trans- 
portation are  similar  to  costs  for  Point  2  pupils. 

Contracts 

A  second  item  has  to  do  with  contractual  relationships  between  the 
county  superintendent  and  high  school  districts  for  education  of  men- 
tally retarded  minors.  Sections  9570  and  9807.1  of  the  Education  Code 
appear  to  be  in  disagreement  in  this  matter,  with  general  interpretation 
that  the  county  superintendent  may  contract  only  with  elementary 
and  unified  districts. 

Obviously,  there  are  many  junior  and  senior  high  school  age  children 
in  high  school  districts  so  small  as  to  make  the  organization  of  even 
one  special  class  impractical.  There  should  be  clear  legislation  making 
it  possible  for  the  county  superintendent  to  offer  special  training  to 
these  children  as  an  extension  of  the  elementary  program  or  as  a  sep- 
arate program ;  receiving  tuition  reimbursement  from  the  high  school 
districts  of  residence.  This  would  help  to  close  the  one  "no-man's- 
land"  in  the  education  of  the  mentally  retarded — that  is,  for  high 
school  districts  under  900  A.D.A. 

Multiple  Handicapped 

The  third  area  of  concern  is  that  of  the  multiple  liaudicapped.  As 
the  population  increases  in  Orange  County  there  are  more  children 
with  multiple  handicaps.  The  problem  of  planning  a  suitable  educa- 
tional program  for  these  children  poses  considerable  difficulty  because 
there  are  not  enough  in  any  one  group  for  a  class.  Some  of  the  handi- 
caps include: 
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1.  Deaf,  blind,  mentally  retarded ; 

2.  Blind,  mentally  retarded; 

3.  Cerebral  palsied,  deaf; 

4.  Cerebral  palsied,  hard-of -hearing ; 

5.  Cerebral  palsied,  blind; 

6.  Cerebral  palsied,  mentally  retarded; 

7.  Partially  sighted,  mentally  retarded; 

8.  Hard-of-hearing,  mentally  retarded. 

At  present  these  children  are  placed  in  the  program  of  the  greatest 
handicap,  usually  mental  retardation  if  this  handicap  is  present. 

These  placements  are  not  always  best  for  the  child  since  a  deaf, 
cerebral  palsied  child  placed  in  a  class  for  cerebral  palsied  does  not 
get  enough  speech  help.  A  Point  2,  blind  child  cannot  be  satisfactorily 
placed  either  with  blind  or  severely  retarded  children.  Mildly  cerebral 
palsied,  hard-of-hearing  children  have  done  well  in  a  hard-of-hearing 
class,  while  partially  sighted  and  hard-of-hearing  mentally  retarded 
(Point  1)  have  done  fairly  well  in  a  Point  1  class,  but  they  do  need 
more  special  help. 

We  hope  that  in  the  future,  better  planning  will  be  possible  for  these 
children.  Of  primary  concern  would  be  the  recruitment  of  teachers  who 
are  prepared  to  teach  children  with  multiple  handicaps. 

Teacher  Recruiiment 

Finally,  teacher  recruitment  for  special  education  continues  to  be  a 
major  problem.  An  extensive  surve}'  in  all  areas  of  physical  handicaps 
in  Orange  County  in  December  1956,  revealed  the  necessity  of  the 
following  classes: 

Type  existing  class  1956  Xeeded  1956-1957 

Hard-of-hearing     2  .5 

Cerebral   palsied   5  10 — projected  in  19.58 

Partially    sighted    2  4 

Blind     1  1  plus  plans  for  4  in  kindergarten 

Deaf    3  4 

A  meeting  of  all  school  administrators  in  Orange  County  was  held  to 
explain  the  need  for  further  classes.  A  committee  studied  the  problem 
and  those  districts  that  were  asked  to  start  new  classes  or  to  enlarge 
old  ones  accepted  the  responsibility  and  all  agreed  to  pay  a  salary  dif- 
ferential. An  immediate  campaign  was  instituted  to  recruit  teachers. 

Posters  were  sent  to  each  school  (four  in  sequence)  over  a  period  of 
six  weeks.  Two  meetings  were  held  for  interested  teachers.  Scholarship 
and  special  credential  information  as  well  as  summer  session  class 
schedules  to  California  colleges  were  provided. 

Seventy-four  letters  were  sent  to  colleges  in  the  United  States  known 
to  have  special  education  programs  offering  positions  in  special  edu- 
cation in  Orange  County.  The  assistant  superintendent  in  charge  of 
special  services  personally  visited  colleges  in  the  middle  west.  Each 
administrator  investigated  every  source  known  to  him. 

The  result  of  the  combined  recruiting  activities  resulted  in  one  local 
teacher  for  hard-of-hearing  who  went  to  San  Francisco  State  College 
for  training;  one  teacher  from  the  middle  west  employed  for  the 
partially  sighted;  one  teacher  from  the  middle  west  for  classes  for 
cerebral  palsied. 
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Two  existing  teachers  of  the  deaf  and  hard-of -hearing  left  the  county 
(their  husbands  were  transferred.) 

Result — One  class  for  hard-of-hearing  in  entire  county. 

Two  classes  for  the  deaf ; 

Three  classes  for  partially  sighted ; 

A  new  school  for  the  cerebral  palsied  will  be  available  in  September, 

1959. 
Four  blind  children  were  placed  in  sighted  kindergartens. 
Six  classes  for  cerebral  palsied. 
One  class  for  the  blind. 

Summary 

1.  Some  of  the  recruiting  activities  of  last  year  will  carry  over.  Some 
teachers  take  more  than  one  year  to  decide  on  a  change. 

2.  The  administrators  are  more  active  in  recruitment  for  next  year. 
They  are  selecting  well-qualified  local  teachers  and  are  urging  them 
to  consider  special  education. 

3.  At  the  two  meetings  held  for  teachers,  it  was  noted  that  there  was 
more  interest  in  the  cerebral  palsied  and  the  Point  1  program. 
Possibly  this  is  because  most  people  are  more  aware  of  these  handi- 
caps. We  plan  to  give  teachers  interested  in  special  education  an 
opportunity  to  visit  special  programs  this  year  so  that  they  will  be 

more    familiar   with    the   hard-of-hearing,    the   deaf,   the   partially 
sighted,  and  the  blind. 

4.  We  feel  that  it  will  be  easier  to  recruit  teachers  for  the  deaf  and 
hard-of-hearing  this  year  because  Los  Angeles  State  College  is 
offering  summer  instruction  in  these  areas  this  year.  Formerly, 
this  program  was  available  only  at  San  Francisco  State  College. 

5.  We  are  giving  consideration  to  consultant  service  for  teachers  new 
in  a  special  field.  This  should  give  them  more  confidence  for  begin- 
ning in  a  new  area  of  teaching. 

6.  Currently,  a  new  survey  of  children  with  handicaps  is  being  con- 
ducted so  that  we  will  be  able  to  plan  for  the  need  for  special  educa- 
tion in  the  year  1958-59. 

Richard  D.  Struck,  Director 
Special  Education  Services  and  Guidance 
Representing:  Norman  S.  Lie^i,  Superintendent 
Santa  Cruz  Comity  Schools 

I  would  like  to  comment  on  the  need  for  improved  vocational  rehabili- 
tation facilities  for  the  retarded  and  the  physically  handicapped  in  con- 
junction with  sheltered  workshops.  It  seems  to  us  that  it  should  be 
possible  for  the  major  districts  and  counties  to  provide  for  the  housing, 
transportation,  as  well  as  the  training  and  instructional  staff  needed  to 
improve  the  vocational  outlook  for  those  children  and  young  adults. 
It  should  be  possible  for  the  districts  and  counties  to  operate  these 
programs  in  co-operation  with  the  Bureau  of  Vocational  Rehabilitation. 

This  co-operative  venture  would  require  that  the  bureau  do  the 
research  necessary  to  determine  possible  sources  of  piecework  and  pro- 
vide for  liaison  between  prospective  employers  and  the  schools. 
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It  is  our  feeling  that  the  co-operative  services  offered  by  the  State 
Department  of  Education,  Bureau  of  Special  Education,  should  be 
expanded.  The  two  consultants  presently  working  in  the  areas  of  men- 
tally retarded  are  so  overworked  that  it  is  impossible  for  them  to  make 
detailed  studies  of  the  programs  in  operation  in  the  State.  Therefore, 
we  would  like  to  see  stronger  enforcement  of  the  regulations  which 
govern  the  operation  of  special  training  programs. 

At  present  we  are  operating  without  guidance  or  direction  in  edu- 
cational programs  for  children  who  are  mentally  retarded.  This  is  in- 
deed a  problem  in  classes  that  are  multigraded  w^iere  we  are  attempting 
to  educate  children  with  an  age  range  of  from  S  to  15. 

After  10  years  of  development,  we  think  we  can  expect  some  unanim- 
ity of  thinking  as  to  the  general  course  content  for  these  children. 

We  would  also  like  to  see  provision  made  for  county  programs  such 
as  ours  and  for  districts  covering  large  areas  for  supplemental  aid  for 
the  transportation  of  Point  1  children.  There  have  been  times  when 
we  have  had  to  rely  on  three  separate  modes  of  transportation  for  the 
children  in  our  classes. 

Another  issue  facing  special  education  is  the  establishment  of  a 
policy  regarding  the  issuance  of  diplomas  to  mentally  retarded  children 
who  have  completed  the  prescribed  course  of  study.  It  is  apparent  that 
there  are  some  counties  and  districts  who  are  of  the  opinion  that  these 
children  do  not  "deserve"  a  diploma — particularly  at  the  secondary 
level,  and  have  resorted  to  such  practices  as  terminating  the  secondary 
program  at  the  third  year,  thus  forcing  tlie  child  to  drop  out  of  school. 
Since  Point  1  programs  are  mandatory  in  the  secondary  schools  with 
A.  D.  A. 's  over  900,  this  issue  will  confront  several  hundred  students 
each  year  as  they  go  through  the  secondary  grades. 

Concerning  the  recruitment  of  teachers  for  the  special  training  pro- 
grams, the  following  responses  were  received  by  this  office  from  county 
directors  of  special  education : 

What  type  of  salary  schedule  is  used  for  teachers  of  exceptional 
children?  Is  there  a  salary  differential  for  this  type  of  work? 

Sample  Responses 

"   *  *  *  Plus  $200  *  *  *  . 

*  *  *  Should  be  paid  on  their  experience  and  educational  qualifica- 
tions *  *  *  . 

*  *  *  Bonuses  of  $100  to  $150  per  year  *  *  *  . 

*  *  *  Present  information  indicates  that  many  schools  pay  some 
increment  above  the  regular  salary  schedule  *  *  *  . 

*  *  *  Place  the  teacher  on  the  salary  schedule  and  add  $300 
*  *  * 

*  *  *  The  administrator  of  the  schools  where  the  county  operates 
special  classes  receives  $250  per  class  for  handling  the  prob- 
lem *  *  *  . 

*  *  *  One  step  above  regular  place  on  salary  schedule  *  *  *  . 

*  *  *  In  most  cases  it  is  on  an  individual  basis,  but  the  answer 
is  'yes'  *  *  *  . 

*  *  *  Same  salary  schedule  *  *  *  . 

*  *  *  Two  hundred  dollars  above  *  *  *  . 

*  *  *  It  is  usual  to  grant  $300  to  $400  above  schedule  *  *  *  . 
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r,f..  *  *  *  I  believe  there  is  generally  no  differential,  but  this  might 
be  considered  *  *  *  . 
*  *  *  There  isn't,  but  there  should  be  *  *  *  ." 

Robert  Liebl,  Principal 

Orange  County  Special  Training  Classes 

Orange  County  Superintendeiit  of  ScJiools 

Through  the  1956-57  school  year  the  Orange  County  Special  Training 
School  has  graduated  10  or  12  children  who  have  reached  the  age  of 
18.  The  number  graduated  per  year  will  increase  because  of  the  large 
number  of  very  young  children  we  have  in  the  school.  These  young 
children  will  have  the  benefit  of  many  years  of  Point  2  training  and 
will,  therefore,  we  hope  be  kept  in  the  home.  There  are  also  six  or  eight 
known  severely  retarded  adults  who  are  over  18  and  never  went  to  a 
Point  2  school. 

This  would  indicate  that  in  Orange  County  there  are  known  to  be 
16  or  20  severely  retarded  youngsters  over  18  j^ears  of  age,  all  of  whom 
would  be  potential  candidates  for  a  sheltered  workshop. 

There  is  always  the  possibility  that  when  a  child  reaches  18  years 
of  age  and  is  kept  in  the  home  he  may  get  into  trouble,  due  to  mis- 
understandings of  the  general  population.  When  this  happens,  the 
child  is  often  considered  for  placement  in  already  overcrowded  state 
hospitals. 

These  children,  Avho  will  be  children  all  their  lives,  are  in  need  of 
some  form  of  recreation  and  activity.  It  has  been  shown  through  other 
workshops  that  they  can  be  useful  and  can  contribute  in  a  limited 
way  to  our  society.  If  they  are  kept  busy  and  feel  useful,  they  will  be 
happy  and  they  will  become  better  citizens. 

Implementafion 

In  Orange  County,  due  to  the  relatively  small  geographical  size,  and 
the  countywide  Point  2  program,  it  would  be  possible,  and  I  think 
practical,  to  establish  a  sheltered  workshop  as  part  of  the  Point  2 
function.  This  would  have  many  advantages  over  a  separate  workshop. 

1.  Transportation.  The  county  Point  2  program  now  serves  the  en- 
tire county.  Existing  transportation  could  be  used  to  take  the 
children  to  the  workshop. 

2.  Organization.  The  present  qualified  staff  of  psychologists, 
teachers,  nurse,  speech  consultant,  custodial  help,  secretaries,  and 
administrator,  trained  in  dealing  with  retarded  children  could 
assume  the  responsibility  of  a  workshop. 

3.  Liaison.  There  is  need  for  a  close  relationship  between  the  public 
school  and  a  sheltered  workshop.  This  would  be  accomplished  if 

-"'■■"■  the  two  functions  were  under  the  same  administration. 
;--'4.  Counseling.     The  staff  of  the  Point  2  program  is  qualified  and 
' '-    experienced   in   counseling  with  exceptional   children   and  their 
parents.  The  combining  of  functions  would  eliminate  duplication 
of  service. 
5.  Physical  Facilities.     Here  too,  much  money  would  be  saved.  The 
toilets,  playground,  janitorial  services,  medical  services,  admin- 
istration, etc.,  which  already  exist,  could  be  used. 

'Joj  i\K|".-lij'i.i     f.'lXi     jOi    t  JUiigii   J    v'V'ii    i'i-:         til'     '  s'- 
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6.  Records.  The  records  on  each  child  in  the  Point  2  program  would 
be  readily  available  to  the  workshop  staff. 

R.  Gr.  Heckelman,  Psychologist,  Costa  Mesa  Union  Elementary  School 
District 

Due  to  the  small  number  of  handicapped  children,  some  school  dis- 
tricts must  initiate  interdistrict  special  educational  programs. 
Limiting  factors  to  this  type  of  operation  are : 

1.  Legal  difficulty  of  transferring  funds  from  one  school  district  to 
another  to  build  special  classrooms. 

2.  Children  residing  in  one  district  cannot  be  legally  counted  as  pos- 
sible candidates  for  classroom  space  in  another  district  under  the 
state  building  aid  program. 

3.  Reluctance  of  overloaded  districts  to  take  space  from  other  stu- 
dents to  provide  for  special  classes. 

4.  Inability  to  find  money  from  current  funds  to  build  the  needed 
special  education  classrooms. 

To  meet  these  limitations : 

1.  Make  it  legally  possible  for  the  County  School  Office,  on  request 
of  one  interested  district,  to  survey  the  special  education  needs  for 
interdistrict  classes. 

2.  Based  on  survey  of  present  needs  and  growth  factors,  County 
School  Office  would  recommend  site  for  interdistrict  school  to 
State  Department  of  Education. 

3.  State  funds  would  be  allocated  to  district  selected  for  Special  Edu- 
cation program  for  buildings,  education  equipment,  and  one  year 
operating  cost. 

4.  Repayment  of  funds  to  State  would  be  over  a  period  of  time  deter- 
mined by  ability  of  district  to  pay. 

Keith  A.  Hunsaker,  Director  of  Special  Education,  Southwest  School 
Districts  Co-operative  Special  Education  Program,  Inglewood 

The  following  recommendations  are  based  on  our  experience  in  op- 
erating co-operative  programs  for  the  past  eight  years. 

Recommencfaf/on 

That  the  types  of  physically  handicapped  pupils  enumerated  in 
Education  Code,  Section  7018.1,  b.,  namely,  blind,  deaf,  cerebral 
palsied,  and  orthopedically  handicapped  be  eliminated  and  that  this 
section  be  amended  to  read :  "  In  addition  to  all  other  amounts  allowed 
to  a  school  district  under  this  article,  the  Superintendent  of  Public  In- 
struction shall  allow  to  each  school  district  an  amount  equal  to  the  cur- 
rent expense  of  the  district  during  the  preceding  fiscal  year  of  trans- 
porting physically  handicapped  minor  pupils  and  mentally  retarded 
minors  who  come  within  the  provisions  of  Section  9801.2  to  and  from 
special  day  classes  but  not  in  excess  of  three  hundred  fifty  dollars 
($350)  for  each  unit  of  average  daily  attendance.  *  *  * 

Explanation  and  Justification.  There  are  three  types  of  physically 
handicapped  children  now  being  transported  to  and  from  special 
day  classes  in  our  districts  who  are  not  eligible  for  this  transporta- 
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tion  allotment;  namely,  partially  seeing,  hard-of -hearing,  and  a 
miscellaneous  group  sometimes  called  delicate  which  includes  the 
cardiac,  undernourished,  arrested  tubercular,  severe  asthmatic,  etc. 
In  a  co-operative  program  such  as  ours  where  these  children  are 
educated  at  one  center  serving  several  districts,  transportation  is  as 
badly  needed  for  these  children  and  costs  just  as  much  as  transpor- 
tation of  blind,  deaf,  cerebral  palsied,  and  orthopedically  handi- 
capped children. 

Recommendafion 

That  the  purchase  price  of  vehicles  be  allowed  to  be  applied  toward 
the  $350  per  A.  D.  A.  transportation  allotment  described  in  Education 
Code,  Section  7018.1  (b). 

Explanation  and  Justification.  The  purpose  of  this  recommenda- 
tion is  to  save  the  taxpayers'  money.  At  the  present  time,  the  ini- 
tial purchase  price  of  a  vehicle  cannot  be  applied  toward  the  $350. 
As  a  result  all  of  our  districts  have  either  contracted  with  taxicab 
companies  or  leased  vehicles  for  their  transportation.  Currently, 
16  passenger  cars  and  station  wagons  are  being  leased  by  our  seven 
districts  at  prices  ranging  from  $108  to  $125  per  month  per  ve- 
hicle. It  is  conservatively  estimated  that  purchasing  their  own 
vehicles  would  save  a  district  $400  to  $500  per  vehicle  each  year 
or  a  total  saving  of  from  $6,500  to  $8,000  for  the  16  vehicles  in  our 
districts.  Statewide,  this  would  be  a  considerable  saving  to  the  tax- 
payers. 

Recommendation 

That  legislation  be  enacted  to  reimburse  districts  for  all  or  a  portion 
of  the  expense  of  transporting  to  and  from  special  day  classes  mentally 
retarded  minors  coming  under  Education  Code,  Section  9801.1. 

Explanation  and  Justification.  Following  are  a  few  of  the  reasons 
why  special  transportation  is  often  required  to  and  from  these 
programs. 

1.  Districts  which  do  not  have  enough  children  of  their  own  for  a 
special  class  must  arrange  to  send  them  to  another  district 
which  necessitates  special  transportation. 

2.  To  improve  the  quality  of  the  programs  by  cutting  down  the 
age  span  per  teacher,  larger  districts  may  group  these  classes  at 
one  or  more  locations  or  smaller  districts  may  co-operatively  set 
up  one  center  with  several  classes  rather  than  for  each  to  op- 
erate one  or  two  classes.  Either  of  these  arrangements  requires 
transportation. 

3.  It  is  dangerous  for  these  children,  especially  the  younger  ones, 
to  walk  long  distances  to  school  or  to  attempt  to  ride  on  public 
transportation.  They  may  get  lost  and  are  often  easily  swayed 
and  tempted  by  evil  and  designing  influences. 

Recommendafion 

That  state  financial  assistance  for  housing  and  equipment  for  the 
education  of  exceptional  children  be  furnished  to  all  districts,  not  just 
to  so-called  "impoverished  districts"  eligible  for  Article  3  in  Chapter 
19  of  the  Education  Code. 
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Explanation  and  Justification: 

1.  A  co-operative  program  such  as  ours,  a  special  education  pro- 
gram operated  by  a  nonimpoverished  district,  has  children  from 
all  the  districts  in  the  area,  impoverished  as  well  as  nonim- 
poverished. 

2.  Even  though  a  district  is  not  impoverished,  it  may  have  great 
difficulty  providing  the  necessary  housing  and  equipment  with- 
out help. 

3.  The  present  provisions  authorizing  state  assistance  only  to  im- 
poverished districts  may  influence  co-operative  areas  to  con- 
centrate their  special  programs  in  impoverished  districts  even 
though  a  nonimpoverished  district  might  be  better  for  a  par- 
ticular program. 

Recommendaiion 

That  footage  for  special  rooms  for  the  testing  of  hearing  and  remedial 
type  instruction  of  speech  correction  and  speech  reading  be  included  in 
state  financial  assistance  for  housing  for  the  education  of  exceptional 
children. 

Explanation  and  Justification.  Hearing  testing,  to  be  reliable, 
needs  to  be  done  in  a  specialh^  constructed  soundproof  room.  Better 
and  more  suitable  rooms  are  needed  for  speech  correction  and  for 
speech  reading  instruction  for  hard-of-hearing  children.  At  the 
present  time  teachers  who  travel  from  school  to  school  are  usually 
relegated  to  any  small  left-over  space  available,  such  as  nurse's 
office,  storage  rooms,  etc.  State  financial  assistance  would  help  dis- 
tricts to  provide  adequate  space  for  these  important  services  to  the 
physically  handicapped. 

Recommenc/af/on 

That  the  state  aid  for  excess  expense  for  the  education  of  Point  2 
severely  mentally  handicapped  minors  be  increased  from  the  present 
.$450  per  unit  of  A.D.A.  to  an  amount  more  nearly  approaching  that  of 
the  physically  handicapped  minors  of  $600  per  unit  of  A.D.A. 

Explanation  and  Justification.  The  current  expense  for  operat- 
ing a  Point  2  program  where  the  maximum  enrollment  is  12  per 
teacher  and  where  assistants  are  needed  is  quite  comparable  to  the 
current  cost  of  educating  some  of  the  less  expensive  physically 
handicapped  programs.  Our  Point  2  program,  located  in  the  Tor- 
rance Unified  School  District,  reported  an  excess  current  expense 
of  $1,353  per  A.D.A.  for  the  1956-57  school  year  and  received  only 
$630  per  A.D.A.  in  excess  cost  and  regular  apportionment  leaving 
$623  expense  to  the  district. 

Recommendaiion 

That  legislation  be  enacted  providing  for  some  state  agency  other 
than  the  schools  to  financially  assist  and  supervise  community  sheltered 
workshops  and  recreational  activities  for  severely  involved  physically 
handicapped  and  severely  mentally  handicapped  adults,  including 
graduating  from  our  orthopedic,  cerebral  palsy,  and  severely  mentally 
handicapped  special  education  programs. 
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Explanation  and  Justification.  Our  special  education  programs 
have  been  in  operation  for  several  years  and  increasing-  numbers 
graduate  or  leave  our  programs  because  of  their  age.  The  more 
capable  orthopedically  handicapped  and  cerebral  palsied  pupils  go 
on  to  college  or  obtain  employment,  but  the  severely  involved 
orthopedically  handicapped  and  cerebral  palsied  pupils,  especially 
those  v^ith  multiple  handicaps,  as  vpell  as  our  severely  mentally 
handicapped  Point  2  pupils  have  no  place  to  turn  for  employment 
or  recreation.  Many  of  them  could  function  to  a  limited  degree  in 
the  right  type  of  sheltered  workshop  v^^hich  would  also  provide 
them  with  social  outlets  and  recreational  activities.  The  cost  to  the 
taxpayers  to  financially  assist  such  community  projects  would  be 
considerably  less  than  the  money  needed  to  take  care  of  these  same 
individuals  in  our  state  hospitals.  Furthermore,  the  more  capable 
of  these  severely  handicapped  individuals  would  be  partially  pro- 
ductive citizens  and  some,  through  training,  might  be  placed  in 
industry. 

Recommendaiion 

That  legislation  be  enacted  authorizing  physical  and  occupational 
therapy  to  all  children  in  need  of  such  help  who  are  attending  ortho- 
pedic special  day  schools  and  classes. 

Explanation  and  Justification.  At  the  present  time,  the  only 
children  eligible  for  treatment  by  the  physical  and  occupational 
therapists  assigned  and  paid  for  by  the  State  Health  Department 
(in  Los  Angeles  County  by  the  Physically  Handicapped  Children's 
Program)  are  cerebral  palsied  children.  This  seems  unfair  to  and 
discriminating  against  other  types  of  orthopedic  conditions  in  need 
of  help.  In  our  Orthopedic  and  Delicate  Program,  which  is  separate 
from  our  Cerebral  Palsy  Program,  out  of  some  25  pupils,  the 
teachers  report  that  four  children  with  postpolio,  four  with  muscu- 
lar dystrophy,  and  one  with  rheumatoid  arthritis,  need  therapy 
and  are  not  receiving  it.  A  few  others  are  receiving  therapy  but  at 
considerable  expense  and  time  on  the  part  of  their  parents.  It 
would  appear  that  whenever  a  service  is  provided  from  public 
funds,  it  should  be  given  to  all  like  handicaps  and  in  need  of  that 
service. 

Recommendation 

That  diagnostic  centers  for  multiple  handicapped  children  be  pro- 
vided by  expanding  the  diagnostic  facilities  of  the  two  state  residential 
schools  for  cerebral  palsied  children  to  include  all  types  of  multiple 
handicapped  children. 

Explanation  and  Justification.  Local  districts  do  not  have  the 
facilities  or  trained  personnel  in  all  the  disciplines:  medical,  psy- 
chological, etc.  to  adequately  diagnose  severe  multiple  handicapped 
children.  A  residential  type  place  is  needed  where  such  children 
can  be  observed  and  studied  over  a  concentrated  period  of  time 
before  the  true  diagnosis,  as  well  as  the  best  placement  for  the 
children  can  be  determined. 
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Recommendafion 

That  specialized  programs  for  multiple  handicapped  children  be 
developed  to  educate  such  children  as  deaf  mentally  handicapped,  blind 
mentally  handicapped,  etc.  who  are  not  able  to  function  in  a  special 
day  class  program. 

Explanation  and  Jnstification.  It  is  not  known  whether  legisla- 
tion is  needed  to  provide  this  help  or  whether  present  state  resi- 
dential facilities  should  be  expanded ;  however,  it  appears  to  us  to 
merit  serious  stud}"  and  investigation. 

In  conclusion,  I  might  add  that  we  are  very  interested  in  increased 
services  for  emotionally  disturbed  and  gifted  children  and  we  hope  that 
the  special  studies  now  being  conducted  in  these  areas  will  result  in 
some  type  of  state  aid  for  these  children. 

Leonard  Rogers.  Teacher, 

Santa  Barbara  High  School;  and 

Thomas  J.  Murphy,  Co-ordinator  Special  Education, 

Santa  Barbara  City  Schools 

Report  on  fhe  Santa  Barbara  hiigh  School  Work  Education 
Program  for  Mentally  Retarded  Students 

The  Santa  Barbara  High  School  Work  Education  Program  for  men- 
tally retarded  students  presents  a  realistic  approach  to  the  education  of 
mentally  retarded  students  on  the  high  school  level  by  developing  a 
curriculum  in  terms  of  the  experiences  encountered  by  the  student  in 
real  work  situations. 

This  program  attempts  to  give  the  student  the  status  of  belonging  to 
an  accepted  school  program  while  at  the  same  time  preparing  him  for 
his  ultimate  role  in  society. 

Students  are  allowed  and  urged  to  participate  in  all  regular  school 
functions.  They  are  members  of  the  student  body,  attend  assemblies, 
join  special  interest  clubs,  participate  in  school  sports  and  engage  in 
all  school  sponsored  activities. 

Description  of  the  Program 

Students  at  the  eleventh  and  twelfth  grade  level,  attend  class  for  four 
periods  in  the  morning  and  are  on  work  assignments  in  the  community 
for  two  to  four  hours  in  the  afternoon. 

One  teacher  is  given  the  responsibility  for  job  finding,  placement, 
and  supervision  of  the  student  on  the  job.  He  is  released  from  teaching 
duties  in  the  afternoon  to  carry  out  this  assignment.  Since  this  requires 
considerable  travel,  he  is  given  a  travel  allowance  in  addition  to  his 
salary. 

How  Jobs  Are  Acquired 

1.  A  large  percentage  of  the  jobs  are  found  by  the  teacher  through 
personal  contact  with  prospective  employers.  Local  employment 
agencies  are  contacted,  but  generally  are  able  to  give  very  little 
help. 
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Types  of  Jobs 

1.  The  type  of  jobs  souofht  are  according  to  the  interests  and  abilities 
of  the  student.  For  example,  one  student,  with  second  grade  read- 
ing ability,  was  placed  in  a  job  in  a  gas  station.  He  was  unable  to 
make  change  correctly  when  he  began,  so  he  could  only  service  cars. 
As  he  learned  in  school  how  to  make  correct  change  and  the  answers 
to  many  other  problems  he  encountered  on  the  job,  he  was  gradually 
given  additional  duties,  until  by  the  end  of  the  school  year  he  wa's 
pumping  gas,  making  change,  washing  cars,  changing  tires,  parking 
cars,  and  assisting  the  mechanics.  Caution  should  be  observed  in 
obtaining  jobs  that  defeat  the  purpose  of  the  school  program.  For 
example,  jobs  in  quick  service  car  washing  establishments,  while  not 
requiring  any  academic  ability,  establish  poor  work  habits  for  these 
students  since  many  of  these  establishments  provide  too  much  free 
time  between  cars  washed,  and  practically  no  on-the-job  supervision 
by  the  employer.  It  is  desirable  to  find  jobs  that  have  definite  rou- 
tine requirements,  that  provide  some  supervision,  and  will  be  of  the 
same  level  as  the  type  of  job  the  student  will  find  when  he  finishes 
high  school.  A  large  percentage  of  the  work  is  paid;  however,  the 
learning  value  of  the  work  experience  is  emphasized  rather  than  the 
salary.  In  fact,  nonpaid  experiences  are  encouraged  when  the  stu- 
dent enters  the  program  so  that  he  can  explore  various  fields  of 
endeavor  to  find  the  work  in  which  he  is  most  interested. 

The  pay  scale  of  the  students  on  the  various  jobs  has  ranged  from 
75  cents  to  $1.25  per  hour.  Some  typical  work  situations  on  which  stu- 
dents were  placed  are: 

Gardening  Industry 

^        .^  ^         ,    ,  Assembly  line  workers 

Fiu-niture  store  helpers  Delivery  boys 

Refinishins,  polishing,  etc.  g^^^^  ^^^^^^ 

Delivery  boys 

,  Housekeeping 
Restaurant  work  Maids 

Busboys  Homeworkers 

Kitchen  helpers  q^^^^,  helpers 

Dishwasher  Babysitters 

Service  Station  attendants  gt^^res  and  Shops 
Garage  helpers  Stock  clerks 

Mechanics'  assistant  Delivery  workers 

Tire  recapping  helpers  Custodial  assistants 

Car  radio  repair  helpers  General  helpers 

Motel  and  hotel  work  Laundries  and  Launderettes 
Maids  Clothes  sorters 

Bellboys  Markers 

Porters  Folders 

Kitchen  helpers  Wrappers 

Hospital   and  Institutions 
Nurses'  aid 
Kitchen  helpers 
Ward  assistants 
Dishwasher 

How  Students  Are  Placed 

The  teacher  begins  making  contacts  for  employment  before  school 
starts  in  the  fall.  Many  of  the  students  are  still  on  the  same  jobs  from 
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the  previous  year,  so  when  school  commences  in  the  fall,  four  out  of 
.six  students  are  placed  on  a  job  the  first  afternoon.  These  students  ride 
with  the  teacher  i]i  the  teacher's  car.  The  students  remaininj^-  at  .school 
are  placed  in  a  study  hall  for  the  two  afternoon  periods  until  they  are 
employed.  By  the  second  week  usually  all  but  a  very  few  of  the  students 
are  placed.  Those  remaining  ride  with  tlie  teacher  in  his  car  while  lie 
seeks  jobs  for  them.  This  is  an  important  aspect  of  the  prog-ram  since 
those  who  are  not  yet  placed  are  often  those  who  need  an  intensified 
counseling  program  in  relation  to  their  attitudes  about  work,  school, 
community,  etc.  This  had  not  been  planned  as  a  part  of  the  program, 
but  experience  has  taught  us  that  this  close,  intimate  sort  of  contact 
of  riding  in  a  car  together  has  opened  up  opportunities  for  counseling 
often  not  available  to  the  .student. 

During  the  first  contact  with  an  employer  the  teacher  inquires  as  to 
whether  or  not  a  part-time  job  is  possible.  lie  explains  the  program  to 
the  employer  and  outlines  the  capabilities,  description  and  other  per- 
tinent information  of  the  student  for  whom  he  is  seeking  work  exper- 
ience. If  the  employer  is  interested,  the  student  is  brought  for  an  inter- 
view. It  is  important  to  note  that  the  student  is  not  sent  on  his  own. 
It  has  been  our  experience  that  these  students  usually  are  not  willing 
or  capable  of  making  the  first  interview  on  their  own. 

Lengih  of  Stay  on  a  Job 

Since  the  major  emphasis  is  job  exploration  of  a  work  situation 
rather  than  a  permanent  job  placement,  students  are  generally  given 
a  number  of  work  experiences  throughout  the  school  year.  Length  of 
stay  on  a  job  will  vary  from  the  student  who  immediately  finds  a  job 
that  suits  him  and  the  employer  to  the  student  who  will  require  a  num- 
ber of  job  experiences  throughout  the  school  year. 

Reasons  for  changing  jobs  are  numerous.  One  boy  worked  for  two 
months  in  a  laundry  until  he  was  no  longer  needed.  He  then  went  to 
work  in  a  garage  as  a  mechanics'  helper,  but  after  three  weeks  the 
employer  felt  he  was  still  too  inexperienced  to  continue.  However,  he 
was  placed  in  another  garage  where  he  was  assigned  to  assist  with  car 
radio  repairs  and  he  worked  there  for  a  number  of  months.  His  next 
assignment  was  in  a  service  station  where  he  remained  on  the  job  until 
summer  vacation. 

Supervision  by  fhe  School 

Periodic  conferences  with  the  employer  are  part  of  the  planned  pro- 
gram. No  definite  schedule  is  maintained;  however,  each  employer  is 
contacted  at  least  once  each  week. 

Spot  checks  of  the  pupil  are  made  at  a  more  frequent  interval  than 
the  employer  conferences.  These  are  made  to  keep  the  student  aware 
of  his  responsibilities  to  school  and  employer,  and  to  provide  the  teacher 
with  information  regarding  the  needs  of  the  pupil  on  the  job  so  that 
these  needs  can  be  met  during  the  school  class  session. 

Employers  are  asked  to  complete  a  job  evaluation  form  on  the  stu- 
dents four  times  a  year.  This  evaluation  form  lets  the  teacher  know 
what  progress  the  student  is  making  and  enables  him  to  work  on  any 
problems  the  student  might  have. 
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The  Work  Education  program  lends  itself  to  exploring  at  school 
many  areas  that  are  normally  difficult  to  discuss  in  the  typical  school 
situation.  Some  of  these  are:  personal  hygiene  and  cleanliness,  man- 
ners, and  courtesy,  civic  and  family  responsibilities. 

Judging  from  the  reaction  and  reports  of  the  parents,  students, 
teachers,  and  employers,  it  is  believed  that  a  work-education  type  of 
program  comes  closer  to  meeting  the  needs  of  mentally  retarded  high 
school  students  than  any  other  program  before  attempted  at  one  high 
school. 

H.  W.  Heyl,  Director  Adult  Education 
Alhamhra  City  Schools 

The  provision  of  classrooms  for  special  education  presents  a  serious 
problem  to  many  districts  in  Southern  California.  This  is  especially 
true  where  school  enrollment  is  rapidly  increasing  and  it  is  difficult  to 
secure,  through  bond  elections  and  taxation,  a  sufficient  amount  of 
money  to  provide  classrooms  for  the  regular  classes. 

In  areas  where  a  number  of  districts  are  co-operating  to  provide 
needed  special  education  for  certain  types  of  handicapped  children,  an 
additional  problem  is  involved.  The  school  districts  in  the  western  San 
Gabriel  Valley  are  typical.  In  this  location,  approximately  20  districts 
are  co-operating  to  furnisli  adequate  education  for  the  various  special 
fields.  Alhambra  provides  facilities  and  instruction  for  pupils  who 
are  deaf  or  hard-of-hearing.  El  Monte  for  those  who  are  handicapped 
because  of  cerebral  palsy.  Temple  City  for  those  who  are  blind,  Arcadia 
for  the  partially  sighted,  and  other  districts  for  other  physical  handi- 
caps. The  pupils  residing  in  15  or  20  school  districts  are  transported 
by  means  of  taxicab  to  these  respective  locations  for  instruction. 

Under  this  plan,  the  cost  of  teachers'  salaries  and  other  current  ex- 
penses can  be  shared  equitably  by  means  of  interdistrict  contracts  but 
the  cost  of  supplying  the  physical  facilities  must  be  provided,  under 
present  laws,  by  the  district  in  which  the  instruction  is  located.  In 
several  of  these  co-operating  districts,  regular  classes  are  on  half-day 
sessions  because  of  lack  of  funds  for  the  building  of  needed  classrooms 
while  at  the  same  time  it  is  necessary  to  use  a  number  of  additional 
classrooms  for  the  special  classes. 

Since  the  number  of  handicapped  children  in  many  of  the  special 
fields  of  education  is  not  sufficient  for  each  district  to  provide  a  pro- 
gram, and  since  it  is  essential,  therefore,  for  a  co-operative  arrangement 
between  districts  in  which  some  of  the  districts  are  required  to  provide 
the  physical  facilities  for  children  from  other  districts,  it  is  our  con- 
tention that  legal  provisions  should  be  changed  so  that  some  or  all  of 
the  cost  of  providing  buildings  for  special  education  could  be  provided 
from  the  State  or  charged  in  the  form  of  a  tuition  to  other  districts 
from  which  special  education  pupils  are  transferred.  We  believe  that 
some  adjustment  of  this  financial  arrangements  will  be  very  helpful 
to  the  furthering  of  much  needed  special  education  for  handicapped 
pupils. 
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F.  Melvyn  Lawson,  Deputy  Superintendent 
Sacramento  City  Unified  School  District 

Financing  of  Construction  of  Classrooms  for  Special  Education 

The  Sacramento  City  Unified  School  District  is  in  favor  of  state  aid 
for  the  constrnctiou  of  classrooms  for  special  education  in  all  districts 
offering  special  education — not  just  in  impoverished  districts.  The  city 
school  system  of  Sacramento  offers  special  education  services  to  all 
school  districts  south  of  the  American  River  in  Sacramento  County.  It 
is  thereby  assuming  a  responsibility  for  the  special  education  of  chil- 
dren from  24  school  districts.  By  doing  so  it  is  performing  a  state 
service.  In  addition  to  the  state  apportionment  for  education  of  these 
children  it  would  seem  to  be  fair  to  ask  for  state  aid  for  assistance  in 
building  the  needed  special  educational  facilities. 

A  nonimpoverished  district  such  as  Sacramento  City  may  be  expected 
to  furnish  facilities  for  its  own  children  who  need  special  education  but 
it  hardly  seems  fair  for  it  to  have  to  assume  the  burden  of  financing 
the  construction  of  special  educational  facilities  to  care  for  the  needs 
of  other  school  districts  which  cannot  individually  provide  these  serv- 
ices. A  state  matching  fund  for  construction  of  special  educational 
facilities  in  a  city  unified  district  such  as  Sacramento  which  serves 
24  school  districts  would  seem  fair  and  fully  justifiable. 

The  Provisicn  of  Diagnostic  and  Other  Special 
Services  for  Exceptional  Children 

Since  the  identification  of  certain  types  of  exceptional  children  such 
as  the  gifted  and  mentally  retarded  and  psychological  assistance  to 
many  of  them  requires  the  services  of  a  school  psychologist,  it  is 
strongly  urged  that  an  appropriation  be  made  to  assist  districts  to 
finance'  the  costs  of  this  special  service.  It  is  suggested  that  districts 
be  reimbursed  for  each  unit  of  average  daily  attendance  in  a  special 
day  class  for  the  mentally  retarded  or  physically  handicapped  to  pro- 
vide necessary  psychological  and  diagnostic  services. 


SECTION  VII 


NEEDS  OF  THE  MENTALLY  RETARDED 

SUMMARY  OF  FINDINGS 

Society's  concern  with  the  education,  rehabilitation,  and  social  adjust- 
ment of  the  mentally  retarded  is  of  recent  origin. 

Motivated  in  part  by  humanitarian  impulses  and  in  part  by  the  recog- 
nition of  the  high  cost  of  outmoded  methods  of  institutional  care  or 
isolation  within  the  community  and  aided  by  new  insight  and  under- 
standing of  the  problems  and  potentials  of  the  mentally  retarded,  leg- 
islators have,  in  recent  years,  supported  extension  and  improvement  of 
educational  programs  for  the  mentally  retarded.  The  programs  have, 
however,  developed  irregularly  both  as  to  geographic  coverage  and 
kinds  of  services  authorized. 

Much  the  same  as  the  so-called  normal  person,  the  mentally  retarded 
develops  physically  with  his  chronological  age,  and  with  his  develop- 
ment comes  changes  in  his  physical,  educational,  and  social  needs.  This 
changing  pattern  of  needs  suggests  a  continuity  based  upon  develop- 
mental processes.  The  kinds  of  services  needed  such  as  medical,  educa- 
tional, social,  and  vocational  suggest  the  points  at  which  co-ordination 
is  needed. 

Any  outline  of  needs  designed  to  suggest  an  integrated  sequence  of 
services  must  be  based  upon  a  number  of  postulates  and  principles 
which  determined  the  rationale  for  the  suggested  services  to  meet  these 
needs. 

The  following  statements  are  submitted  either  as  established  general 
principles  of  social  behavior  or  of  social  needs : 

1.  As  children,  the  mentally  retarded  and  their  parents  are  entitled 
to  competent  unbiased  medical  and  psychological  diagnostic  serv- 
ice. 

2.  Families  of  mentally  retarded  children  should  have  competent 
counseling  and  guidance  to  aid  them  in  the  acceptance  and  the 
fulfillment  of  their  responsibilities  to  their  children  and  other 
members  of  their  families  when  needed  to  avoid  the  development 
of  unhealthy  attitudes  within  the  home. 

3.  Parents  have  an  obligation  to  provide  for  their  children  and  when 
possible  and  desirable  should  not  be  deprived  of  the  privilege  of 
having  their  children  with  them. 

4.  When  circumstances  are  favorable,  both  the  parent  and  child  make 
better  social  and  psychological  adjustments  when  the  child  is  in 
the  home.^ 

5.  (a)   There  is  a  wide  range  of  individual  difference  among  the 

mentally  retarded  as  there  is  among  persons  of  normal  intel- 
ligence. 

I  The  Adjustment  of  Severely  Retarded  Adults  in  the  Community,  A  Report  to  the 
New  York  State  Interdepartmental  Health  Resources  Board,  Gehhart  Saenger, 
Ph.D.,  Director  of  Project  Research,  1957. 

(127) 
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(b)   The  mentallj^  retarded  are  more  like  persons  of  normal  men- 
tal abilitj'  til  an  they  are  different  from  them. 

6.  As  children  they  are  entitled  to  education  opportunities  to  the  ex- 
tent that  they  are  capable  of  benefiting  Ironi  them. 

7.  As  adolescents  they  have  the  same  basic  needs  as  other  young  peo- 
ple for  social  contact  and  opportunity  for  social  development. 

8.  As  chronological  adults  they  have  the  right  to  engage  in  the  maxi- 
mum constructive  self -directed  activity  of  which  they  are  capable. 

9.  The  mentally  retarded  are  entitled,  within  their  capacity,  to  all 
the  gratifications  and  satisfactions  enjoyed  by  persons  of  normal 
mental  abilities. 

10.  Individual  behavior  is  modifiable.  To  a  great  extent  behavior  is 
learned  and  under  conditions  favorable  for  learning  vocational  and 
other  appropriate  behavior  can  be  learned  by  the  mentally  re- 
tarded. 

11.  Vocational  and  other  behavior  appropriate  to  chonological  adult- 
hood can  be  acquired  through  social  learning  and  imitation  in 
settings  adjusted  to  the  level  of  the  individual's  capacity. 

12.  The  mentally  retarded  tend  to  learn  most  efficiently  when  dealing 
with  concrete  specific  materials  and  situations. 

13.  Measures  of  mental  capacity  alone  may  not  be  valid  or  reliable 
indicators  of  vocational  adjustment.  Beyond  a  critical  minimum, 
additional  increments  of  intelligence  appear  to  be  less  significant 
than  motivation,  maturity,  social  competence,  independence,  and 
desirable  work  habits. 

14.  In  order  to  build  motivation  and  to  provide  a  frame  of  reference 
for  the  appropriateness  of  behavior,  it  is  necessary  that  the  men- 
tally retarded  have  a  goal  for  the  concept  of  ' '  self. ' '  The  mentally 
retarded  person  is  more  likely  to  behave  as  an  adult  if  he  sees 
himself  as  an  adult. 

15.  The  maintenance  of  a  mentally  retarded  child  or  adult  in  his  home 
and  community  is  far  less  costly  to  the  State  than  institutional 
care. 

This  list  is  not  submitted  as  complete  or  exhaustive,  but  as  the  ra- 
tionale for  the  following  programs  that  are  suggested  as  constituting 
a  better  co-ordinated  and  more  complete  sequence  of  services  than  now 
exist: 

1.  There  is  a  need  for  an  adequate  and  competent  diagnostic  center 
easily  available  to  parents  who  are  faced  with  the  question :  "What 
is  wrong  with  my  child?",  and  "What  should  we  do  about  it?" 
A  conclusive  differentiated  diagnosis  of  mental  retardation  is  not 
always  easily  arrived  at.  The  average  practicing  physician,  psy- 
chiatrist, or  psychologist  is  not  usually  competent  to  make  such 
a  diagnosis,  particularly  in  young  children.  Such  a  diagnosis 
requires  a  clinic  or  group  approach  in  which  the  physician,  psy- 
chiatrist, psychologist,  and  social  worker  contribute  their  profes- 
sional skills  to  both  the  diagnosis  and  recommended  course  of 
action  for  the  parent. 

Joseph  Wortis,  M.D.,  Director,  Morris  J.  Solomon  Clinic  for 
Mentally  Retarded  Children,  Brooklyn,  New  York,  states :  ' '  Differ- 
ential diagnosis  in  the  field  of  mental  retardation  can  be  said  to 
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have  two  different  aspects:  first,  medical  differential  diagnosis 
which  enables  us  to  understand  medically  and  biolo<«ically  the  dis- 
ease processes  or  defects  and  to  treat  the  disease  where  possible  • 
and  secondly,  psychological  differential  diagnosis  whicli  lielps  us 
to  understand  the  specific  psychological  mechanisms  contributing 
the  child's  slow  development. "  ^ 

Many  parents  have  traveled  great  distances  and  sought  out 
many  "experts"  at  great  cost  of  time,  money,  and  emotion  in  an 
effort  to  find  an  answer  to  the  question  of  "What  is  wronff  with  mv 
child?"  ^ 

While  such  a  diagnostic  service  was  envisaged  in  the  provisions 
of  the  Community  Mental  Health  Services  Act  (Short-Doyle), 
none  of  the  plans  established  to  date  have  included  any  service 
for  the  mentally  retarded.  Since  the  plans  for  service  under  the 
Community  Mental  Health  Services  Act  are  developed  and  admin- 
istered by  subdivisions  of  local  government,  the  solution  to  the 
problem  of  diagnostic  services  for  the  mentally  retarded  should 
be  worked  out  in  the  local  community. 

2.  Closely  related  to  the  need  for  diagnostic  services  is  the  need  for 
assistance  to  parents  in  adjusting  to  the  fact  that  their  child  is 
mentally  retarded  and  in  assuming  responsibility  for  their  child. 
Such  a  service  is  provided  by  a  few  private  organizations  such  as 
parents'  groups;  however,  they  cannot  be  expected  to  meet  the 
needs  of  all  parents  who  will  require  help  in  facing  the  many 
problems  that  arise  within  a  home  as  a  result  of  a  mentally 
retarded  child. 

As  in  the  case  of  diagnostic  services,  it  was  assumed  that  coun- 
seling and  social  casework  services  would  be  made  available  under 
the  provisions  of  the  Community  Mental  Health  Services  Act.  Al- 
though the  act  has  been  in  existence  18  months  and  12  jurisdic- 
tions have  developed  plans  for  service  under  its  terms,  none  have 
included  counseling  or  social  casework  services  to  the  families  of 
mentally  retarded  children. 

3.  If  parents  are  to  retain  their  children  in  their  home,  it  will  be 
necessary  that  they  be  able  to  work  when  necessary  and  periodi- 
cally be  free  from  the  responsibilities  of  supervision  in  order  to 
fulfill  their  responsibilities  to  their  families  and  to  have  the  neces- 
sary relief  from  the  demand  for  constant  attention;  particularly, 
when  the  child  is  young.  The  need  might  best  be  met  by  an  exten- 
sion of  the  day-care  center  program  that  could  provide  a  service  to 
parents  of  mentally  retarded  and  severely  handicapped  children. 
Such  a  service  would  supplement  the  present  special  education 
classes  in  the  public  schools. 

The  State  of  Delaware  has  enacted  legislation  to  provide  for  day 
care  for  the  mentally  retarded  and  similar  legislation  is  currently 
under  consideration  in  the  State  of  Oregon.  (This  subject  is  dis- 
cussed in  Section  IX.) 

4.  Among  the  services  required  for  the  mentally  retarded  is  the  de- 
velopment within  the  local  school  districts  of  programs  of  special 


'^Diagnostic  Problems  of  Menial  Retardation,  Bulletin,   California  State  Department 
of  Education,  No.  7,  Vol.  XXYII,  August,  1958,  p.  5. 
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education  to  all  children  -who  are  able  to  attend  and  capable  of 
profiting  from  such  classes.  (This  program  is  discussed  in  Sec- 
tion VI.) 

5.  Although  it  is  desirable  to  develop  services  that  make  it  possible 
for  mentally  retarded  children  to  remain  ^thin  the  community, 
there  are  situations  that  make  institutional  care  imperative.  In 
California,  institutional  care  is  provided  at  Pacific  Colony,  Porter- 
ville,  Fairview,  and  Sonoma  State  Hospitals.  Although  California 
has  increased  its  bed  capacity  from  5,314:  to  9,051  beds  between 
1950  and  1958,  the  hospitals  still  remain  overcrowded  by  four  per- 
cent in  excess  of  rated  bed  capacity,  and  the  number  of  applicants 
awaiting  admission  has  been  reduced  by  only  1,500  applicants 
(from  an  estimated  figure  of  3.600  in  1950.  to  1,900  in  June,  1958. 

The  stated  policy  of  the  State  Department  of  Mental  Hygiene  is 
that  hospitalization  is  for  treatment  and  not  custodial  care.  It  is 
obvious,  however,  that  in  many  cases  the  hospital  is  forced  to  serve 
as  a  custodial  institution.  This  is  particularly  true  when  cases  are 
committed  by  the  courts  and  when  the  social  situation  in  the  com- 
munity is  such  as  to  make  institutional  care  necessary.  To  elimin- 
ate overcrowding  and  to  be  able  to  admit  all  cases  that  require 
hospital  care  largely  depends  upon  the  development  of  needed 
community  services  to  aid  in  keeping  the  mentally  retarded  person 
in  his  home  whenever  possible. 

6.  For  those  mentally  retarded  young  people  who  have  the  capacity 
to  enter  competitive  employment  but  may  lack  the  ability  to  deal 
with  abstract  problems  of  academic  training,  there  is  a  need  for 
assistance  in  bridging  the  gap  between  their  school  experience 
and  a  working  situation.  One  of  the  most  promising  approaches  to 
this  problem  is  that  of  supenised  work  experience  carried  on  as 
part  of  the  school  program.  (See  Section  YI.) 

7.  For  many,  the  transition  from  school  or  from  the  sheltered  envi- 
ronment of  a  home  to  a  work  experience  will  require  such  facilities 
as  a  sheltered  workshop.  The  sheltered  workshop  or  rehabilitation 
workshop  is  one  of  the  most  hopeful  developments  in  the  rehabili- 
tation of  the  mentally  retarded.  There  are  today  approximately 
120  workshops  for  the  mentally  retarded  in  the  United  States,  most 
of  which  are  sponsored  by  parent  groups  and,  in  some  instances, 
by  private  social  agencies.  For  the  mentally  retarded  the  sheltered 
workshop  could  meet  certain  needs  for  the  following  groups: 

(a)  Those  who  could  be  placed  in  industry  after  a  short  period  of 
training  in  a  workshop  setting. 

(b)  Those  who  can  be  placed  in  industry  but  who  will  need  a 
longer  training  period. 

(c)  Those  who  will  be  able  to  work  at  a  reasonably  productive 
level  in  the  workshop  or  other  sheltered  environment  and  be 
able  to  achieve  self-support  on  a  minimum  level. 

(d)  Those  who  are  able  to  engage  in  productive  work  activity  but 
will  require  continuous  close  supervision  in  a  sheltered  envi- 
ronment. 

The  general  topic  of  rehabilitation  workshops  is  discussed  in 
Section  VIII. 
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The  workshop  for  the  mentally  retarded  may  be  considered  as  a 
unique  service  in  that  they  are  able  to  tap  the  resources  of  the 
local  community  and  use  them  to  supplement  the  services  of  the 
public  schools  and  state  hospitals. 

8.  As  the  child  reaches  chronological  adulthood  and  leaves  the  spe- 
cial education  classes  of  the  public  schools,  there  is  a  need  for  over- 
all vocational  planning  for  those  who  indicate  a  potential  for  work 
at  some  level.  The  determination  as  to  whether  a  sheltered  work- 
shop or  a  specialized  work  training  situation  will  be  most  suitable 
requires  the  evaluation  of  the  mentally  retarded  person  and  the 
services  of  personnel  familiar  with  community  resources  for  train- 
ing and  employment  opportunities.  Although  this  service  is  avail- 
able to  a  very  limited  degree  through  the  Vocational  Rehabilitation 
Service  (four  counselors  are  currently  assigned  to  work  with  the 
m.entally  retarded  throughout  the  State),  there  is  a  need  for  exten- 
sion of  this  service  and  specialization  of  personnel  in  this  field. 

In  the  opinion  of  many  persons,  this  is  the  key  service  on  which 
the  investment  made  by  other  agencies  depends. 

SUMMARY  OF  TESTIMONY  AND  RELATED  DOCUMENTS 

A  number  of  factors  are  responsible  for  the  concern  and  interest  in 
the  development  of  a  program  for  mentally  handicapped  children  in 
California.  These  include : 

1.  The  extraordinary  growth  of  California's  population  without  a 
corresponding  increase  in  facilities,  leading  to  overcrowding  of 
our  schools  and  state  institutions. 

2.  The  development  of  new  knowledge  and  changes  in  philosophy 
regarding  the  training  and  care  of  the  mentally  handicapped. 

3.  The  growing  awareness  of  parents'  groups  of  the  advantages  to  be 
derived  from  progressive  and  enlightened  programs  for  the  men- 
tally handicapped  and  the  subsequent  organization  of  parents' 
groups  to  secure  for  their  children  equal  opportunities  to  develop 
their  capacities. 

4.  The  passage  of  legislation  defining  the  responsibilitj^  of  the  public 
schools  for  education  of  the  mentally  retarded. 

All  of  the  foregoing  factors  have  tended  to  throw  into  relief  the 
multiple  problems  of  parent  education,  community  understanding, 
training,  and  supervision  as  responsibilities  involving  many  state  and 
community  agencies  and  services. 

The  material  presented  in  this  section  is  a  synthesis  of  the  testimony 
and  literature  reviewed  by  the  committee  and  its  staff,  and  is  presented 
here  in  a  nontechnical  form  as  a  background  for  the  recommendations 
being  made  by  the  committee. 

NATURE  OF  MENTAL  DEFICIENCY 
Terminology 

A  confusing  variety  of  terms  often  used  indiscriminately  and  inter- 
changeably to  describe  mental  deficiency  make  important  an  under- 
standing of  the  terminology  used  in  this  report. 
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Defined 

Mental  deficiency  can  be  defined  in  the  socioeconomic  sense  as  a 
permanent  condition  of  mental  nondevelopment,  arrest,  deficiency  or 
deterioration  existing  from  an  early  age,  and  which  always  affects  the 
intelligence,  judgment,  and  the  capacity  for  social  adjustment  and 
economic  competency. 

The  terms  "mentally  handicapped"  and  "mentally  retarded"  are 
used  here  in  a  generic  sense  for  all  degrees  of  mental  deficiency  although 
the  terms  do  not  apply  to  those  children  who  may  have  normal  intellec- 
tual capacities  but  who  are  not  able  to  function  in  a  normal  manner 
and  who  may  show  a  pseudo-retardation  because  of  a  physical  or  emo- 
tional disability  or  mental  illness. 

The  extent  of  the  effect  of  mental  deficiency  upon  intelligence,  judg- 
ment, and  vocational  competency  is  one  of  degree  determined  in  many 
school  systems  b}^  a  functional  standard — the  capacity  of  the  child  for 
social  and  economic  competence.  The  California  Education  Code  defines 
both  the  "moderately"  and  "seriously"  deficient  child  as  "mentally 
retarded,"  but  distinguishes  the  first  as  one  "who  may  be  expected 
to  benefit  from  special  educational  facilities  designed  to  make  him  eco- 
nomically useful  and  socially  adjusted;""  and  the  second  as  one  "who 
may  be  expected  to  benefit  from  special  educational  facilities  designed 
to  educate  and  train  him  to  further  his  individual  acceptance,  social 
adjustment  and  economic  usefulness  in  his  home  or  within  a  sheltered 
environment. ' '  ^ 

In  order  to  classify  the  groups  referred  to,  the  following  designations 
will  be  used : 

Group  I :  Children  who  are  moderately  retarded  and  need  special 
education  classes  as  described  in  Section  9801.1  of  the  California  Edu- 
cation Code  (referred  to  as  Point  1  classes).  These  children  are  usually 
classified  on  the  basis  of  intelligence  test  scores  that  fall  between  50-75 
I.  Q. 

In  terms  of  function,  the  moderately  retarded  child  is  one  who:  (1) 
is  intellectually  more  limited  than  the  normal  child  in  his  judgment, 
organizing,  associative,  and  adajitive  power,  and  in  his  insight  into  his 
environment;  (2)  is  limited  in  his  social  adaptations,  range  of  interests, 
and  power  of  self-direction.  He  usually  has  strong  desires  to  conform 
to  standards  of  his  own  age  group  and  is  often  inclined  to  follow  the 
lead  and  direction  of  more  mental iv  aggressive  persons.^  Pie  can  learn 
to  follow  directions,  complete  a  job.  and  work  or  play  with  a  group.  He 
has  the  same  emotional  and  social  needs  as  normal  children  and  can 
learn  socially  acceptable  means  of  satisfjdng  them.  (3)  Physically,  he 
may  meet  the  standards  of  normal  children  although  studies  have  indi- 
cated that  groAvth  rates  are  slower.  He  is  often  more  awkward  and 
inaccurate  in  handwork.  "Mechanical  ability  is  often  limited  to  simple, 
rather  than  complex,  sensory  motor  performance. ' '  ^ 

Physical  defects  that  interfere  with  learning  appear  twice  as  fre- 
quently among  children  in  retarded  classes.  In  one  study  of  over  3,000 

»  California  Education  Code,  1953,  Section  9801.1.  Appendix  XI. 

b  California  Education  Code,   1953,   Section  9801.2.  Appendix  XI. 

<=  Abel,  M.,  Kinder,  E.  F.,  The  Subnormal  Adolescent  Girl  as  (luoted  in  Howe,  John  "W. 
and  Smith,  Thomas  W.,  Characteristics  of  Mentally  Retarded  Children,  Office  of 
the  County  Superintendent  of  Schools,  Bulletin  No.  3.    (Los  Angeles  1950),  p.  13. 

*  Sherman,  M.,  Intelligence  and  Its  Deviations  as  quoted  in  Howe  and  Smith,  p.  32. 
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special  class  pupils,  two  out  of  three  had  physical  defects  of  nose, 
throat,  heart,  teeth,  vision,  or  speech,  or  were  underweight. '^ 

Group  II :  Children  who  are  severely  retarded  and  wlio  would  qual- 
ify for  special  education  classes,  as  described  in  the  California  Educa- 
tion Code,  Section  9801.2,  are  included  in  this  group,  referred  to  as 
Point  2  classes.  Generally  the  test  scores  for  this  group  yield  an  I.  Q. 
below  50.  Some  studies  have  defined  this  group  as  being  between  50 
and  30  I.  Q.  The  minimum  functional  requirements  for  admission  to  a 
Point  2  class  are  :  ^ 

Physical  Requirements 

1.  Be  able  to  hear  spoken  connected  language  and  be  able  to  see  well 
enough  to  engage  in  special  class  activities  without  undue  rislc. 

2.  Be  ambulatory  to  the  extent  that  no  undue  risk  to  himself  or 
hazard  to  others  is  involved  in  his  daily  work  and  play  activities. 

3.  Be  trained  in  toilet  habits  so  that  he  has  control  over  his  body 
functions  to  the  extent  that  it  is  feasible  to  keep  him  in  school. 

Mental,  Emotional,  and  Social  Requirements 

1.  Be  able  to  communicate  to  the  extent  that  he  can  make  his  wants 
known  and  to  understand  simple  directions. 

2.  Be  developed  socially  to  the  extent  that  his  behavior  does  not  en- 
danger himself  and  the  physical  well-being  of  other  members  of 
the  group. 

3.  Be  emotionally  stable  to  the  extent  that  group  stimulation  will  not 
intensify  his  problems  unduly,  that  he  can  react  to  learning  situa- 
tions, and  that  his  presence  is  not  inimical  to  the  welfare  of  other 
children. 

The  more  severely  retarded  child  is  usually  more  limited  than  the 
normal  child  in  all  standards  of  comparison.  As  might  be  expected,  he 
often  has  physical  peculiarities  and  disabilities.  Children  with  glandular 
disabilities  and  brain  injuries  are  found  within  the  Point  2  group.  The 
severely  retarded  child  is  often  more  subject  to  disease  and  hearing 
and  visual  loss,  and  generally  has  poorer  body  co-ordination  than  the 
normal  child.  Many  of  these  children  can  learn  to  care  for  their  per- 
sonal needs,  use  public  conveyances  by  themselves,  perform  routine 
tasks  under  supervision,  enjoy  recreational  activities  and  social  rela- 
tionships, and  become  partially  nondependent. 

Group  III:  The  dependent  mentally  deficient  child  is  extremely 
limited  in  his  capacity  to  benefit  by  training.  These  are  the  most  severely 
handicapped  children  who,  because  of  mental  or  combinations  of  mental, 
emotional,  and  physical  disabilities,  cannot  qualify  for  public  school 
classes.  The  intelligence  quotient  of  some  of  these  children  may  measure 
above  50,  but  because  of  other  factors  they  cannot  function  as  well  as 
a  Group  II  child.  The  intelligence  of  many  of  this  group  cannot  be 
measured  accurately.  They  will  always  need  complete  individual  care 
and  are  referred  to  as  dependent  children  as  differentiated  from  chil- 
dren who  are  totally  or  partially  nondependent.  This  group  is  estimated 
to  constitute  approximately  0.05  percent  of  the  general  population. 

iiHowe  and  Smith,  p.   34.  ^       ^  ^      ., 

«  California  Administrative  Code,  Section  197.  Eligibility  of  Pupils. 
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USE  OF  THE  INTELLIGENCE  QUOTIENT  AS  A  STANDARD 
FOR  DETERMINING  MENTAL  DEFICIENCY 

Since  the  early  part  of  the  century  many  intelligence  tests  have 
been  developed  from  which  an  intelligence  quotient  can  be  obtained  to 
measure  mental  ability.  The  intelligence  quotient  or  I.  Q.  is  a  com- 
parison between  a  person's  mental  age  and  his  real  or  chronological 
age.  Stated  in  another  way,  an  I.  Q.  is  a  measure  of  a  person's  re- 
sponses to  a  particular  test  at  a  particular  time  and  under  particular 
conditions.  Most  tests  purporting  to  measure  intelligence  depend  upon 
the  person's  ability  to  understand  written  and/or  spoken  language 
symbols.  Under  these  circumstances  it  can  readily  be  seen  that  such 
instruments  have  great  limitations  in  measuring  the  functional  intelli- 
gence of  mentally  deficient  children.  More  recently  tests  to  measure 
performance  or  social  maturity  have  been  dcA'eloped,  such  as  the 
Wechsler-Bellevue  Intelligence  Scale  and  the  Vineland  Social  Maturity 
Scale.  Such  intelligence  scales  as  the  Wechsler-Bellevue  yield  both 
verbal  and  performance  scores.  More  satisfactory  results  are  obtained 
from  these  tests  used  by  a  competent  psychologist  than  from  those 
relying  more  heavily  on  language  symbols. 

A  child  of  eight  years  who  received  a  rating  equal  to  an  average  child 
of  eight  years  of  age  would  be  said  to  have  an  I.  Q.  of  100,  indicating 
that  his  intelligence  is  normal  or  average  as  measured  by  the  particular 
test.  Test  scores  of  large  numbers  of  school  children  have  indicated  that 
well  over  60  percent  of  the  population  have  I.  Q.'s  between  90  and  110. 
The  balance  of  the  population  is  about  equally  divided  between  those 
who  have  I.  Q.'s  above  110  and  below  90.  Based  on  studies  of  large 
groups,  such  as  total  school  population  and  men  inducted  into  the 
Army,  it  has  been  found  that  the  distribution  of  scores  and  intelligence 
tests  approximate  those  found  in  Table  I. 

Table  I 

Theoretical  Distribution  of  Intelligence  Quotient  in  the  Total  Population 

ItiteUigence 

quotient  interval  Classification  Percent  of  population 

130  and  above  Very  superior 2.5 

120-129  Superior 5.5 

110-119  Bright   normal   12 

100-109  High  normal 30 

90-99  Low  normal 30 

80-89  Dull  normal 12 

70-79  Borderline   5.5 

50-69  Mentally  deficient   (Point  1  classes) 2.22 

30-49  Severely  deficient   (Point  2  classes) 0.23 

Below  30  Totally  dependent 0.05 

The  last  three  groups  are  generally  conceded  to  represent  about 
3  percent  of  the  population. 

The  2.22  percent  for  the  moderately  deficient  used  in  this  table  is 
conservative.  However,  for  determining  the  number  that  would  require 
special  education,  the  more  conservative  figure  of  2  percent  is  used  in 
this  report. 

The  use  of  tests  in  education  has  been  of  practical  value  in  providing 
a  means  of  assigning  children  to  class  groups  and  for  predicting 
whether  a  child  will  be  able  to  meet  the  academic  requirements  of  a 
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school.  However,  authorities  agree  that  the  I.  Q.  cannot  be  used  as  an 
absolute  in  determining  mental  deficiency.  The  factors  of  family  back- 
ground and  environment,  social  development,  and  physical  and  emo- 
tional problems  must  all  be  included  in  the  total  clinical  appraisal, 

INCIDENCE  OF  MENTAL  DEFICIENCY 

From  the  point  of  view  of  the  State,  it  becomes  extremely  important 
to  know  how  many  children  will  need  special  educational  services  be- 
cause of  mental  deficiency.  The  number  of  mentally  deficient  in  the  pop- 
ulation depends  upon  the  definition  used  and  the  instrument  used  in 
measuring  mental  deficiency.  The  number  that  will  need  special  assist- 
ance in  education  or  other  programs  of  care  or  supervision  will  depend 
upon  the  criteria  established  for  measuring  need. 

There  seems  to  be  general  agreement  in  the  field  of  special  education 
that  2  percent  of  the  school  population  will  require  special  education 
as  the  result  of  mental  deficiency  and  have  intelligence  quotients  of 
50  to  75.  About  5  percent  have  intelligence  quotients  of  78  or  less.* 
The  number  of  children  of  school  age  in  the  total  population  with  I.  Q. 
below  75  will  be  higher,  as  many  of  the  lowest  are  not  included  in  the 
school  population.  There  is  unfortunately  very  little  data  from  which 
to  draw  valid  conclusions  concerning  the  number  of  severely  mentally 
retarded  children  whose  I.  Q.  is  generally  said  to  be  within  the  range 
of  30  to  50  and  who  may  profit  from  a  training  program. 

Merrill,  in  standardizing  the  Revised  Stanford-Binet  scale,  reported 
that  0.23  percent  of  more  than  2,900  subjects  fell  in  the  interval  be- 
tween 30  and  49  I.  Q.t  Although  this  is  a  significant  figure,  this  per- 
centage should  not  be  regarded  as  representative  of  the  true  incidence  of 
this  group  in  the  population.  The  use  of  the  I.  Q.  alone  to  determine 
the  degree  of  retardation  or  potential  for  learning  is  inadequate,  if 
not  unrealistic.  It  is  quite  probable  that  some  children  with  measurable 
I.  Q.  's  above  50  v/ill  need  to  be  considered  for  placement  in  the  classes 
for  severely  retarded  children  rather  than  in  special  clases  for  tlie 
moderately  retarded.  Also,  it  has  been  observed  that  there  seems  to 
be  no  information  that  would  indicate  how  far  down  the  I.  Q.  scale  a 
retarded  child  can  measure  and  still  possess  competence  for  trainability. 
Furthermore,  it  is  doubtful  if  the  methods  of  selection  employed  in 
obtaining  the  subjects  for  the  current  studies  of  I.  Q.'s  for  large  pop- 
ulation groups  insured  an  adequate  sampling  at  the  extreme  lower 
levels  of  mental  ability.  Since  it  is  also  known  that  both  brain  injuries 
and  other  physiological  factors  contribute  to  the  incidence  of  severe 
mental  deficiency,  it  is  probable  that  the  distribution  curve  of  intelli- 
gence may  be  rather  heavily  weighted  at  the  lower  intervals,  as  com- 
pared with  the  normal-curve  expectation.  "It  seems  possible  that  the 
percentage  of  children  who  might  profit  from  training  programs  may 
be  somewhat  higher  than  the  0.23  of  1  percent  found  by  Merrill  m 
the  I.  Q.  intervals  between  30  and  39,  but  it  appears  equally  doubtful 
that  the  percentage  will  ordinarily  rise  above  one-half  of  1  percent, 

*  Martens,    Elise    H.,    Curriculum   Adjustments    for    the   Mentally   Retarded.    Office    of 
Education,  Bulletin  1950,  No.   2    (Washington,  Reprint  1953),  p.   4. 
Hill,   Arthur   S.,   The  Forward   Look — The   Severely   Mentally   Retarded   Child   Goes 
to  School.  Office  of  Education,  Bulletin  1952,  No.   11.    (Washington,   1952),   p.   8. 
Encyclopedia  of  Educational  Research,  Revised  Edition.    (New  York,  1950),  p.  729. 
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except  under  unusual  circumstances  in  local  communities  or  restricted 
areas. ' '  * 

A  report,  November,  1954,  by  the  Illinois  State  Department  of  Public 
Instruction  entitled:  "Study  Projects  for  the  Trainable  Mentally 
Handicapped,"  t  found  the  incidence  of  this  group  to  be  0.23  of  1 
percent  of  the  total  school  age  population.  The  Illinois  study  was  con- 
cerned with  the  number  of  school  age  children  (6  to  18  years)  who  are 
severely  mentally  handicapped  but  acceptable  for  special  training 
classes.  The  studj'  was  conducted  in  five  selected  communities ;  three  of 
the  communities  were  complete  county  units,  and  two  were  urban  areas, 
An  attempt  was  made  to  secure  the  information  from  every  possible 
source  within  each  community.  However,  the  number  of  children  found 
must  be  considered  a  minimum  figure,  for  some  children  were  undoubt- 
edly^ missed.  Although  the  study  was  concerned  with  school  age  chil- 
dren in  the  total  population,  the  incidence  rate  agrees  with  that  found 
by  Merrill. 

In  the  Illinois  communities  studied,  1.49  trainable  mentally  handi- 
capped children  were  found  for  every  1,000  children  between  6  and 
18  years  of  age  living  in  the  communities  and  0.85  trainable  mentally 
handicapped  children  of  the  same  age  group  in  institutions  for  every 
1,000  children  in  the  communities. 

If  we  accept  the  above  suggested  rate  of  incidence  as  applicable  to 
California,  the  following  Table  II  indicates  the  number  that  might  be 
expected  to  be  found  in  each  of  the  two  groups  discussed  above. 

Table  II 

Number  of  Mentally  Deficient  Children  of  School  Age  Requiring  Special 

Education  or  Hospitalization  in  California,  1954  and  1960 

Group  IT  Group  III  * 

Group  I  ^  severely  dependent 

mentally  mentally^  mentally^ 

retarded  retarded  retarded 

50-70 1.Q.  30-50 1.Q.  under  30 1.Q. 

Incideuce  rate 2.0  0.23  0.05* 

Number  requiring  special  education 

or  institutional  care 59,149^  6,802  ^  7,487  « 

Number  in  ^  state  hospitals 1,607  »  2,679  «  3,367  « 

Number  in  special  education  classes  22,841  1,357 
Number  not  receiving  special 

education  or  hospitalization,  1957     34,701  2,639  4,120 
Number  requiring  additional 

facilities  by  1960 39,420*  3,309  »  4,3981° 

*  Number  of  dependent  mentally  deficient  who  may  be  expected  to  need  hospitalization. 

'  Group  numbers  I,  II,  and  III  refer  to  the  functional  classification  suggested  in  this  report. 

2  The  line  of  demarcation  b«tween  Group  II  and  Group  III  is  set  at  30  I.  Q.  since  the  rate  of  incidence  used, 
0.23  percent  was  established  for  I.  Q.  below  30.  ("Study  Project  for  Trainable  Mentally  Retarded,"  Illi- 
nois Department  of  Education.) 

*  It  is  recognized  that  all  children  falling  within  the  suggested  I.  Q.  range  will  not  necessarily  fit  the  func- 

tional group.  The  shifts  to  lower  or  higher  group  wlU,  however,  tend  to  compensate  rather  than  accentuate 
any  error  in  projecting  the  incidence. 

*  This  rate  of  incidence  applies  to  the  entire  population.   (Dr.  George  Tarjan,  Medical  Director,  Pacific  Colony 

State  Hospital.) 
^  Based  on  1957  school  enrollment  2,898,927.  California  State  Department  of  Finance  estimate. 
"Based  on  1959  California  population  14,975,000.  California  State  Department  of  Education. 
''  Based  on  report  of  Department  of  Mental  Hygiene.  May,  1955.  (7,654  average  daily  residence.) 
8  Including  all  age  groups  in  state  hospitals.  These  figures  are  interpolated  from  tlie  number  in  the  0  to  29  I.  Q. 

group,  30  to  49  I.  Q.  group  and  those  with  I.  Q.  of  -50  and  over  a.s  reported  by  the  Department  of  Mental 

H.vgiene. 
^  Based  on  school  enrollment  of  3,193,400.  California  Department  of  Finance  estimate. 
1"  Based  on  California  population  of  15,530,000  for  1960.  California  Department  of  Finance  estimate. 

*  Hill,  op.  cit.,  pp.  8-9. 

t  Report  on  Study  Projects  for  Trainable  Mentally  Handicapped  Children.  Office  of 
Superintendent  of  Public  Instruction,  State  of  Illinois,  November  1,  1954. 
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A  review  of  Table  II  will  reveal  several  significant  factors  regarding 
the  extent  and  character  of  the  mentally  deficient  in  our  population. 
Although  the  figures  do  not  represent  the  net  number  of  persons  need- 
ing special  education  classes  or  institutional  treatment,  since  some  are 
eared  for  in  private  schools  and  institutions  or  are  better  cared  for  in 
home  situations,  it  is  obvious  that  we  are,  at  the  present  time,  providing 
educational  and  treatment  services  for  only  a  small  percentage  of  the 
total  number  in  need  of  such  services. 
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SECTION  VIII 


SHELTERED  WORKSHOPS 


SUAAMARY 

The  status  of  being  a  worker  is  one  of  the  cultural  values  of  our 
society.  We  accord  dignity  and  prestige  to  productivity  and  economic 
independence. 

Among  the  handicapped  are  many  marginal  people,  people  who  have 
not  had  an  equal  chance  to  develop  their  full  potential  or  who  have 
not  been  able  to  recover  from  the  physical  and  psychic  traumas  to  which 
they  have  been  subjected.  The  severely  disabled,  the  mentally  retarded, 
and  the  mentally  ill  are  among  those  in  our  population  who  need  help 
in  finding  their  places  in  the  world  of  work. 

Worry  about  what  will  happen  to  a  severely  handicapped  child  who 
can  never  be  entirely  independent  is  one  of  the  tragedies  of  the  par- 
ents of  such  children. 

The  lack  of  a  proper  program  for  severely  handicapped  adults  is  one 
of  the  major  gaps  in  the  state  programs  for  the  handicapped. 

Sheltered  workshops  for  the  disabled  have  been  developed  to  meet, 
in  part,  this  need  and  have  been  operated  successfully  by  various  pub- 
lic and  private  agencies  in  the  United  States  for  many  years,  particu- 
larly in  the  larger  eastern  cities.  Aside  from  the  industrial  workshops 
for  the  blind,  most  of  them  have  been  privately  sponsored  and  on  the 
whole  represent  extremely  small  undertakings.  Since  World  War  II, 
and  particularly  during  the  last  five  years,  the  number  of  workshops 
for  the  physically  and  mentally  handicapped  has  increased  at  a  greatly 
accelerated  rate.  In  1950  there  were  perhaps  no  more  than  a  dozen 
workshops  of  significance  in  California.  A  recent  survey  indicates  that 
there  are  over  60  workshops  of  all  kinds  operating  in  California,  and 
that  many  more  are  being  planned.  Thirty  of  them  employ  20  or  more 
persons. 

Many  groups  throughout  the  State  have  requested  assistance  in  the 
establishment  of  workshops  to  provide  employment  and  training  for 
severely  handicapped  persons.  These  groups  include  organizations  rep- 
resenting the  cerebral  palsied,  epileptic,  extuberculous,  cardiac,  men- 
tally retarded,  and  orthopedically  handicapped  such  as  the  postpolio 
and  the  arthritic.  Each  group  has  slightly  different  needs  and  it  is 
doubtful  if  any  one  type  of  workshop  is  able  to  serve  all  groups  ade- 
quately. 

Each  community  presents  a  different  social  and  economic  pattern  and 
therefore  each  workshop  must  be  adapted  to  the  particular  needs  of 
its  community  and  the  opportunities  it  offers.  For  this  reason,  it  is 
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necessaiy  to  have  the  full  support  and  participation  of  local  industry 
and  local  leadership. 

Local  groups  usually  experience  difficulty  in  establishing  and  sup- 
porting a  properly-  equipped  and  stalfed  workshop  of  satisfactory  size. 
A  number  of  individuals  and  organizations  have  recommended  that  the 
State,  through  one  of  its  agencies,  undertake  the  establishment  and 
operation  of  workshops  for  the  various  groups  in  which  they  are  inter- 
ested. Although  state  and  federal  legislation  provide  for  the  establish- 
ment and  operation  of  sheltered  workshops  by  the  State  Vocational 
Rehabilitation  Service,  the  California  agency  has  been  reluctant  to  rec- 
ommend the  implementation  of  this  provision  of  the  law,  particularly 
during  a  period  in  which  there  is  such  fluidity  of  concepts  concerning 
their  objectives  and  functions,  and  would  prefer  to  seek  ways  and 
means  of  aiding  the  development  of  workshops  under  local  sponsorship. 

Although  many  enthusiastic  community  groups  maintain  that  a  work- 
shop can  be  self-supporting,  experience  has  shown  that  most  of  them 
require  continued  subsidization.  This  is  brought  about  by  the  very 
nature  of  a  workshop  which  requires  many  special  services  such  as 
medical  supervision,  social  work,  specialized  working  arrangements,  and 
personal  services  that  are  not  required  in  competitive  industry.  More- 
over, sheltered  workshops  that  subcontract  from  industry  face  the  prob- 
lem of  competing  with  non-handicapped  labor  employed  by  the  industry 
from  which  the  contract  is  taken.  As  a  result,  there  is.  in  most  instances, 
an  extremel}'  small  margin  allowed  to  cover  operating  cost  as  con- 
trasted with  an  industrj-  that  can  "mark  up"  its  products  or  special 
services  to  cover  direct  cost,  overhead,  and  profit. 

Under  these  circumstances  the  sheltered  workshop,  like  any  other  form 
of  business,  is  forced  to  enter  the  labor  market  on  a  competitive  basis 
and  seek  those  workers  who  can  produce  the  most  at  a  given  rate  of 
pay.  Even  when  pay  scales  are  based  on  piecework,  the  problem  of 
marking  up  the  cost  of  labor  sufficiently  to  cover  overhead  becomes 
acute.  The  tendency  is  to  force  the  contract  price  above  the  cost  of 
industry,  or  to  force  wages  below  those  normally  paid  for  similar  work. 
Both  situations  defeat  the  objectives  of  the  workshop. 

The  fact  that  there  are  problems  involved  in  financing  and  operation 
of  sheltered  workshops  does  not  mean  that  they  are  not  extremely 
useful  and  highly  desirable  agencies. 

Those  workshops  that  have  been  most  successful  have  usually  en- 
joyed one  or  more  of  the  following  situations : 

1.  They  are  adequately  fijianced,  usually  in  the  form  of  capital  in- 
vestments, endo\\Tnents,  or  appropriations  from  public  funds. 

2.  They  produce  a  unique  product  or  render  a  unique  service  that 
can  "be  merchandised  at  a  price  sufficiently  above  the  direct  cost 
to  adequately  cover  overhead  charges. 

3.  They  enjoy  subcontracts  from  industries  that  can  pay  a  higher 
price  than  can  be  paid  by  most  competitive  industry.  This  situa- 
tion is  most  often  found  in  defense  industries. 

4.  They  have  developed  a  successful  means  of  raising  funds  and 
enjoy  the  support  of  the  community. 

5.  Their  employment  is  based  on  the  processing  and  sale  of  salvaged 
goods  which"  produce  sufficient  income  to  cover  the  cost  of  services 
rendered. 
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Many  leaders  in  the  field  of  rehabilitation  look  upon  the  workshop 
as  an  extension  of  other  rehabilitation  programs,  as  a  bridj^e  across 
which  people  move  to  full  competitive  employment.  Involved  in  this 
concept  are  the  ideas  of  training,  work  conditioning,  work  habit  forma- 
tion, and  work  exploration  as  aids  in  the  counseling  and  placement  of 
the  severely  handicapped  person. 

In  carrying  out  these  objectives,  the  sheltered  Avorkshop  can  perform 
an  important  function  in  supplementing  the  vocational  rehabilitation 
service,  in  providing  a  transitional  program  for  students  leaving  the 
special  education  classes  in  the  public  schools  and  in  the  transition  of 
the  mentally  ill  and  mentally  retarded  from  state  hospitals  to  the  com- 
munity. 

Another  area  in  which  the  workshop  can  serve  is  more  closely  related 
to  that  of  a  scientific  laboratory,  in  that  the  handicapped  person  can 
be  studied  to  determine  his  capacity  and  tolerance  for  various  activities 
and  the  "job"  is  studied  in  relationship  to  the  person's  abilities  and 
handicaps.  In  such  a  shop  it  is  possible  to  develop  and  demonstrate 
special  devices  and  arrangements  to  utilize  the  abilities  of  the  handi- 
capped person.  The  results  of  such  research  and  demonstration  projects 
serve  industry  as  well  as  the  handicapped. 

The  operation  of  any  successful  workshop  involves  some  aspect  of 
each  of  the  objectives  outlined  above.  However,  it  seems  obvious  that 
if  a  workshop  undertakes  to  provide  employment  as  its  primary  objec- 
tive, the  functions  of  therapy,  training,  and  research  would  need  to  be 
subordinated  and  there  would  be  a  tendency  for  such  a  workshop  to 
provide  only  terminal  employment.  It  also  seems  obvious  that  if  a 
workshop  were  established  with  therapy,  training,  and  research  as  its 
primary  objectives,  the  function  of  providing  employment,  per  se, 
would  need  to  be  subordinated.  Most  workshops  will  offer  some  com- 
bination of  the  following  services: 

1.  Provide  employment  opportunity  to  the  severely  handicapped. 

2.  Develop  work  skills. 

3.  Establish  work  habits. 

4.  Provide  work  evaluation  as  an  aid  to  rehabilitation  counseling  and 
planning. 

5.  Provide  a  demonstration  to  industry. 

6.  Provide  emotional  and  physical  therapy  for  the  person  returning 
to  employment  after  severe  illness  or  injury. 

7.  Conduct  research. 

CLASSIFICATION  OF  WORKSHOPS 

"Workshops  may  be  classified  in  a  variety  of  ways.  The  following 
classifications  are  suggested  as  a  means  of  identification : 

1.  By  Function, 

a.  Industrial  Workshop  for  Sheltered  Employment. 

An  industrial  workshop  is  one  that  provides,  through  its  own 
facilities,  remunerative  employment  and  other  services  in  the 
area  of  social  and  personal  adjustment,  including  counseling 
and  guidance  given  to  handicapped  persons.  Preferably,  and 
especially  in  the  case  of  persons  handicapped  by  chronic  illness, 
there  should  be  available,  either  on  or  off  the  premises,  services 
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of  a  medical  character  to  protect  the  health  of  workers  in  the 
shop.  The  persons  served  in  this  category  of  sheltered  work- 
shop consist  chiefly  of  those  who,  because  of  age,  chronic  physi- 
cal disability,  personality,  emotional,  and  behavior  problems, 
cannot  be  absorbed  in  the  competitive  labor  market. 

b.  Rehabilitation  "Workshop. 

A  more  recent  development  is  the  appearance  of  rehabilitation 
workshops  that  are  gradually  becoming  more  prevalent.  The 
core  function  of  the  rehabilitation  workshop  is  to  provide  the 
maximum  degree  of  economic  and  social  rehabilitation  for  the 
persons  it  serves  through  the  medium  of  suitable  and  satisfying 
work.  These  workshops  usually  conduct  a  business  involved  in 
subcontracting  from  industry  or  the  manufacture  of  products 
of  their  own,  and  occasionally  the  processing  of  salvage  mate- 
rials. The  services  they  offer  usually  include :  evaluation  for 
acceptance,  which  implies  the  establishment  of  medical  stand- 
ards for  acceptance  and  securing  of  adequate  medical  informa- 
tion concerning  the  applicant,  the  securing  of  personal  and  so- 
cial data,  and  a  review  of  other  efforts  to  solve  the  individual's 
problems.  Evaluation  for  acceptance  may  include  referral  to 
other  agencies  to  determine  whether  or  not  their  needs  can  be 
met  hy  other  established  services. 

In  addition  to  any  objective  tests  or  measurements  that  might 
be  administered,  it  is  often  necessary  to  evaluate  a  person  with 
extreme  limitations  in  an  actual  working  situation.  This  will 
require  the  analysis  of  individual  job  requirements,  the  estab- 
lishment of  production  standards  for  specific  activities  and  the 
careful  maintaining  of  the  individual's  production  records,  his 
points  of  fatigue,  his  limitations,  and  his  attitudes  towards 
supervision  and  his  fellow  employees. 

While  every  job  requires  certain  specific  skills,  some  are  more 
complicated  than  others  and  a  longer  training  period  is  needed 
to  develop  necessary  skills,  and  to  establish  standards  of  pro- 
duction, both  in  terms  of  quantity  and  quality.  Emphasis  dur- 
ing the  training  period  must  be  upon  the  quality  rather  than 
quantity  of  production.  Close  supervision  must  be  maintained 
during  the  training  period. 

An  important  aspect  of  the  workshop's  program  that  over- 
laps the  field  of  training  and  work  experience  is  the  develop- 
ment of  work  habits.  This  is  particularly  important  for  young 
people  who  have  never  worked  or  people  who  have  been  unem- 
ployed for  long  periods  of  time. 

While  the  workshop  is  undertaking  to  develop  healthy  atti- 
tudes towards  work,  it  is  also  able  to  use  its  sheltered  environ- 
ment to  provide  a  regulated  program  of  work  conditioning 
which  takes  into  account  the  employee's  need  for  developing 
work  tolerance. 

Before  a  trainee  is  fully  ready  for  placement  in  competitive 
industry,  he  should  experience  a  true  work  situation  in  which 
he  is  expected  to  produce  a  satisfactory  quantity  of  work  and 
to  meet  the  standards  of  quality  normally  expected  by  industry. 
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This  period  of  employment  is  also  an  essential  part  of  the  work- 
shop's operation  in  that  a  certain  nnmber  of  persons  must  al- 
ways be  involved  in  production  in  order  to  maintain  a  satisfac- 
tory flow  of  work. 

The  final  step  in  the  rehabilitation  plan  for  the  employee  in 
the  workshop  is  placement  in  competitive  industry  where  he 
achieves  complete  independence  and  full  responsibility  for  his 
own  needs. 

c.  Institutional  Workshops. 

A  sheltered  workshop  which  serves  handicapped  persons  who 
are  confined  to  convalescent  hospitals,  state  hospitals,  or  other 
treatment  institutions  is  referred  to  as  an  institutional  work- 
shop. Services  provided  may  include  remunerative  employment, 
medical  examination,  continuing  medical  consultation  and  su- 
pervision, academic  and  vocational  training,  and  other  services 
in  the  area  of  social  and  personal  adjustment.  The  handicapped 
are  housed  within  the  facilities  of  the  institution  where  all 
their  personal  needs  are  met.  The  primary  objective  of  the 
institutional  workshop  should  be  to  prepare  its  trainees  to 
return  to  the  community  qualified  for  fully  competitive  em- 
ployment. 

2.  By  Source  of  Work  Activity. 

Workshops  may  provide  employment  by  processing  of  salvaged 
goods,  by  the  manufacture  and  direct  marketing  of  products  as 
done  by  the  Industrial  Workshops  for  the  Blind,  or  by  the  sub- 
contracting of  work  from  industry.  The  last  appears  to  offer  the 
greatest  opportunity  in  terms  of  variety  of  activities  and  under 
favorable  circumstances  to  offer  a  more  favorable  economic  return 
to  the  worker. 

The  advantages  and  disadvantages  of  these  three  basic  types  of  work 
activity  are  listed  as  follows:* 

Manufacture  of  New  Goods — Advantages 

1.  Provides  opportunity  to  train  to  industrial  speeds. 

2.  Emphasizes  good  workmanship. 

3.  Permits  high  degree  of  unit  operation. 

4.  Products  selected  can  be  adjusted  to : 

a.  Space  and  equipment  available. 

b.  Type  of  handicapped  person  served. 

5.  Simulates  actual  industrial  operations. 

6.  Provides  a  "new-goods"  psychology. 

Manufacture  of  New  Goods — Disadvantages 

1.  Work  is  likely  to  be  of  a  limited  variety  except  in  those  places 
where  the  operations  are  extensive. 

2.  Work  is  apt  to  be  seasonal  and  sporadic. 

3.  High  grade  of  supervision  is  required. 

4.  Capital  outlay  in  equipment  and  goods  in  process  is  apt  to  be  high. 

5.  Requires  larger  cash  operating  funds. 


*  Adapted  from  :  Sheltered  Workshops  and  Homebound  Programs,  A  Handbook  ;  Na- 
tional Committee  on  Sheltered  Workshops,  New  York,  1952. 
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6.  Requires  maintenance  or  extensive  sales  organization. 

7.  Some  consignment  financing  is  required. 

Discarded  (Salvage)  Materials — Advantages 

1.  Enlists  a  broad  basis  of  support  and  contribution. 

2.  Is  essentially  noncompetitive  (except  between  workshops). 

3.  Provides  relatively  high  cash  return  (under  favorable  conditions), 

4.  Provides   a   wide   variety   of   vocational    opportunities — approxi- 
mately 30. 

5.  Eelatively  ample  supply  is  available  (in  large  communities). 

6.  Is  economically  useful  to  the  community. 

Discarded  Materials — Disadvantages 

1.  Imposes  a  "used-goods"  psychology. 

2.  Presents  manj'  housekeeping  problems. 

3.  Greater  working  space  is  required. 

4.  More  equipment  is  needed. 

5.  There  is  inclination  to  lower  work  standards. 

6.  Most  jobs  require  standing,  walking,  and  lifting. 

7.  Economic  return  is  limited  to  supply  of  salvage  goods. 

8.  Competes  in  labor  market  for  most  efficient  workers. 

9.  There  is  difficulty  in  adjusting  wages  to  production. 

Industrial  Snhcontract — Advantages 

1.  Provides  an  opportunity  to  train  to  industrial  speeds. 

2.  Emphasizes  good  workmanship. 

3.  Permits  high  degree  of  unit  operation. 

4.  Simulates  actual  industrial  operations. 

5.  May  require  a  smaller  space  per  worker. 

6.  Provides  a  "new-goods"  psychology. 

7.  Can  offer  a  greater  variety  of  activities. 

Industrial  Snl) contract — Disadvantages 

1.  Is  available  only  in  an  industrial  area. 

2.  Work  may  be  limited  in  variety. 

3.  Work  is  apt  to  be  seasonal  and  sporadic. 

4.  High  grade  of  supervision  is  required. 

3.  Classification  by  Persons  Served. 

a.  The  Goodwill  Industries  whose  program  in  most  communities  is 
based  upon  the  collection,  processing,  and  sale  of  salvaged  goods 
has  tended  to  provide  permanent  employment  for  various 
classes  of  handicapped  and  marginal  workers.  More  recently, 
some  of  the  larger  units  have  placed  increased  emphasis  on 
other  rehabilitation  services  and  in  a  few  instances  have  de- 
veloped subcontract  units. 

b.  Industrial  workshops  for  the  blind  under  the  California  State 
Department  of  Education  are  operated  in  San  Diego,  Los 
Angeles,  and  Oakland  and  are  an  example  of  a  public  sponsored 
workshop  offering  employment  opportunities  to  the  blind.  It 
should  be  pointed  out  that  these  workshops  have  the  benefit  of  a 
subsidy  from  the  State  which  provides  them  with  a  stability  not 
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enjoj^ecl  by  most  privately  supported  shops.  The  types  of  era- 
plojment  undertaken  by  the  Industrial  Worksliops  for  the 
Blind  are  limited.  In  the  opinion  of  many  people  these  work- 
shops have  never  developed  their  full  potential  as  training 
centers  for  the  blind  with  rehabilitation  as  a  goal. 

Other  workshops  have  been  developed  to  serve  such  special 
groups  at  the  cerebral  palsied,  ex-tuberculous,  and  the  cardiac. 

Perhaps  the  largest  group  of  workshops  restricting  their  serv- 
ices to  a  particular  disability  are  those  serving  the  mentally 
retarded.  While  certain  individual  mentally  retarded  persons 
can  be  served  in  the  workshops  for  the  physically  handicapped, 
they  require  more  supervision  as  a  group  and  are  more  limited  in 
the  range  of  activities  in  which  they  can  engage.  It  is  the  opinion 
of  some  people  in  the  workshop  field  that  the  mentally  retarded 
and  all  other  handicapped  can  best  be  served  in  a  "general" 
workshop  where  the  handicap  of  one  is  supplemented  by  the 
abilities  of  another,  and  as  a  result  make  it  possible  for  the 
workshop  to  undertake  a  greater  variety  of  activities.  Valid  as 
this  argument  may  be,  it  has  been  observed  that  those  groups 
that  present  more  severe  problems  are  not  always  given  an 
opportunity  in  the  "general"  workshop  in  proportion  to  their 
number  in  the  population.  Very  often  it  has  been  necessary  to 
segregate  a  group  in  order  to  isolate  the  problems  involved  and 
demonstrate  the  value  of  a  workshop  for  a  particular  group.  An 
example  of  this  need  is  the  development  of  workshops  for  the 
cerebral  palsied  and  the  epileptic.  In  a  similar  manner  the 
mentally  retarded  need  a  situation  in  which  trained  personnel 
can  devote  their  entire  time  to  their  particular  problems.  Partly 
because  the  mentally  retarded  present  problems  that  are  differ- 
ent from  those  with  which  most  "general"  workshop  personnel 
have  had  experience  and  partly  because  of  the  comparatively 
large  number  of  mentally  retarded  persons  in  the  population, 
workshops  for  the  mentally  retarded  have  increased  more 
rapidly  than  any  other.  One  hundred  and  seven  were  reported 
in  operation  in  the  United  States  in  1958,  and  106  were  in 
various  stages  of  planning  and  development.  It  has  been  esti- 
mated that  approximately  half  of  the  persons  classified  as  men- 
tally retarded  will  require,  or  could  benefit  from,  the  services  of 
a  sheltered  workshop. 

Perhaps  more  than  for  any  other  handicapped  group,  the 
workshop  for  the  mentally  retarded  assumes  a  responsibility 
that  would  normally  fall  to  the  State  or  local  community.  It 
seems  reasonable  to  assume  that  a  workshop  would  be  able,  in 
many  instances,  to  make  it  possible  for  an  adult  to  remain  in  the 
community  and  not  require  institutional  care.  In  some  instances 
the  workshop  can  provide  sufficient  earnings  to  eliminate  or 
substantially  reduce  the  need  for  public  assistance.  For  others, 
the  workshop  can  take  over  where  the  public  school  program 
left  off,  and  in  some  instances  provide  a  work  experience  pro- 
gram while  the  young  mentally  retarded  person  is  still  in  the 
special  education  classes  in  the  school. 
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The  problems  of  assisting  a  disabled  person  to  secure  and  accept 
employment  are  twofold :  Broadly  speaking,  the  workshop  can  demon- 
strate to  industry  the  productive  potential  of  a  person  who  has  a  physi- 
cal or  mental  disability'.  Such  a  demonstration  requires  the  creating  of 
a  normal  vrork  situation  in  which  the  handicapped  person  would  have 
a  chance  to  learn  a  skill,  to  develop  proficiency,  and  demonstrate  his 
capacity  for  production,  dependibility,  and  safety.  At  the  same  time  it 
is  necessary  to  counsel  a  person  towards  the  giving  up,  in  many  in- 
stances, of  any  potential  benefit  he  might  receive  as  the  result  of  his 
disability  and  accept  the  opportunity  for  training  and  eventual  em- 
ployment with  all  its  uncertainties.  A  w^orkshop  provides  an  institution 
that  is  noncompetitive  in  a  competitive  society.  It  is  a  social  agency 
that  provides  no  charit}^  a  training  school  that  holds  no  classes,  and 
an  industry  that  makes  no  profit. 

RECOMMENDATIONS 

It  is  recommended  that  the  Vocational  Kehabilitation  Service  be 
autiiorized  to  provide  technical  and  professional  consultation  and  assist- 
ance to  organizations  and  groups  in  the  establishment  and  operation  of 
sheltered  workshops  and  the  Vocational  Kehabilitation  Service  be  au- 
thorized to  employ  or  contract  for  the  services  of  such  personned  as  are 
needed  to  carry  out  the  intent  of  this  recommendation. 

That  the  Vocational  Rehabilitation  Service  be  directed  to  gather 
facts  and  prepare  reports  concerning  the  operation  of  workshops  in 
California  and  their  effectiveness  in  aiding  the  physically  and  mentally 
handicaj^ped  and  be  authorized  to  require  such  reports  as  are  necessary 
to  effectively  carry  out  this  recommendation. 

Special  Problems  of  the  Sbelfered  Workshop 

ProMems  of  Workshop  Administration 

The  need  to  maintain  a  smooth  flow  of  work  through  the  shop  and 
a  planned  turnover  of  trainees  places  certain  strains  upon  manage- 
ment. It  is  often  difficult  to  release  fully  trained  personnel  during 
periods  Avhen  there  are  pressures  to  maintain  production,  and  similarly 
it  is  difficult  to  retain  employees  when  the  supply  of  work  is  diminished. 
"Within  the  restrictions  of  these  two  variables  the  management  of  the 
workshop  must  plan  its  program  of  service  to  its  employees. 

As  a  social  agency  it  can  solicit  support  from  the  community  through 
its  program  of  services.  However,  as  a  business  organization  it  must 
abide  by  the  most  strict  principles  of  business  ethics. 

The  workshop  must  maintain  a  wage  policy  acceptable  both  to  its 
employees  and  to  the  labor  force  in  the  community.  Implicit  in  this 
condition  is  the  polic}'^  of  paying  the  same  wage  for  each  unit  of  work 
accomplished  that  is  paid  to  other  workers  in  the  community  for  the 
same  unit  of  work. 

In  order  to  maintain  working  relationships  with  competitive  industry, 
the  workshop  must  establish  basic  hourly  rates  for  the  operation  of  the 
shop  which  includes  the  cost  of  labor  plus  overhead  charges.  This  rate  can 
then  be  used  when  establishing  its  cost  for  bidding  competively  or 
when  establishing  a  price  for  a  product  that  it  plans  to  produce  for 
market. 
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Under  these  conditions  the  workshop  has  no  material  advantage  over 
other  indnstries  in  bidding  for  work.  Stated  in  anotlier  way,  the  work- 
shop cannot  take  advantage  of  a  lower  labor  cost  to  secure  contracts 
that  would  otherwise  have  provided  employment  for  other  workers  in 
competing  industries. 

Implicit  in  this  situation  is  the  need  for  management  to  clearly  sep- 
arate the  function  of  production  from  that  of  service  and  consequently 
the  need  to  remove  from  management  any  pressure  to  force  production 
to  carry  the  cost  of  service. 

If  management  must  meet  competition  in  bidding  for  work  and  at 
the  same  time  be  concerned  with  cost  of  maintaining  services  which 
include  the  salary  of  management,  it  has  no  alternative  but  to  reduce 
the  unit  cost  of  production,  which  means  lower  wages  and  more  efficient 
workers,  or  reduce  services  for  botli.  The  usual  pattern  under  these 
circumstances  is  for  the  director  to  eliminate  services  while  maintaining 
a  facade  for  public  relations,  and  trainees  are  recruited  and  retained 
for  their  production.  A  director  faced  with  this  dilemma  cannot  con- 
sider such  auxiliary  services  as  evaluation,  training,  and  placement 
except  as  these  activities  contribute  to  the  economic  success  of  the  work- 
shop. Under  these  circumstances  the  organization  becomes  a  competive 
industry  employing  handicapped  persons  that  is  operated  to  support 
its  management.  A  number  of  such  organizations  have  developed 
throughout  the  Country,  and  very  often  businessmen  have  been  delighted 
with  them  in  that  they  have  the  superficial  appearance  of  being  a  self- 
supporting  charity.  Furthermore,  their  existence  tends  to  relieve  com- 
petitive industry  of  its  responsibility  for  providing  employment  oppor- 
tunities to  handicapped  persons. 

The  alternative  to  tliis  situation  is  for  the  workshop  to  develop  a  pro- 
gram of  service  that  is  clearly  defined  with  a  staff  of  trained  persons  to 
provide  the  services. 

It  is  also  necessary  to  clearly  separate  the  cost  of  services  from  the 
cost  of  production.  And  the  governing  body  and  the  community  must 
accept  the  responsibility  for  financial  support  of  the  workshop. 

A  few  of  the  progressive  leaders  in  the  workshop  movement  have,  in 
the  last  few  years,  recognized  research  as  an  important  function.  Among 
the  research  projects  undertaken  by  workshops  have  been  demonstra- 
tions of  the  feasibility  of  employing  certain  types  of  severely  handi- 
capped persons. 

Legal  Requirements 

Enthusiastic  parents  and  other  well-meaning  groups  and  individuals 
reacting  to  the  pressure  to  meet  the  needs  for  particular  disabled 
groups  have  frequently  undertaken  to  establish  and  place  in  operation 
a  workshop.  Under  these  circumstances  failure  to  comply  with  minimum 
legal  requirements  is  not  unusual.  The  following  legal  considerations 
apply  to  all  workshops : 

Local 

All  health,  labor  and  fire  regulations  must  be  observed  in  setting 
up  a  workshop.  These  depend  on  local  laws  and  usually  deal  with 
exits,  fire  extinguishers,  types  of  electrical  installations,  fire  haz- 
ards, rest  rooms,  toilets,  hours  of  work,  etc. 
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Federal 

The  law  that  will  most  concern  the  sponsoring  agency  is  the 
Fair  Labor  Standards  Act,  commonly  known  as  the  Wage  and 
Hour  law.  In  effect,  this  law  provides  for  a  minimum  wage  for  all 
workers  producing  goods  (including  any  part  or  ingredient  there- 
of) for  interstate  commerce.  For  practical  purposes,  the  provisions 
should  be  observed  by  all,  without  going  into  the  ramifications  of 
the  meaning  of  interstate  commerce.  Since  the  law  provides  for 
an  exemption,  through  a  Minimum  AVage  Certificate  of  Exemption 
to  nonprofit  workshops,  for  the  substandard  workers,  this  is  no 
hardship.  Without  the  Minimum  Wage  Certificate,  a  shop  may  not 
employ  a  substandard  worker  at  an  hourly  wage  lower  than  the 
legal  minimum  hourly  wage  ($1  per  hour  1958). 

California  Minimum  Wage  Laiv 

The  California  Minimum  Wage  law  applies  to  women  and 
minors  only.  The  current  (1958)  minimum  wage  rate  is  $1  per 
hour.  Any  workshop  desiring  to  pay  less  than  this  amount  must 
secure  individual  certificates  of  exemption  for  each  person  paid 
less  than  the  minimum  wage.  Application  must  be  made  to  the 
Division  of  Industrial  Welfare  in  the  State  Department  of  Indus- 
trial Relations.  It  should  be  emphasized  that  the  existence  of  a 
handicap  does  not  in  itself  justify  payment  of  less  than  minimum 
wages  and  it  is  at  this  point  that  some  workshops  have  come  under 
severe  criticism  from  both  labor  and  industry. 

Staffing  of  Sheltered  Workshops 

If  the  functions  of  the  workshop  are  to  be  carried  out,  the  staff  must 
be  selected  to  fit  the  program ;  the  program  should  not  be  built  around 
the  staff.  The  workshop  staff  should  be  oriented  as  to  the  needs  of  the 
handicapped  and  to  the  needs  of  the  community  rather  than  centered 
upon  the  agency. 

The  changing  patterns  of  workshop  programs  require  a  re-examina- 
tion of  staff  structure  and  staff  responsibilities.  A  staff  which  conceives 
of  its  function  as  rehabilitation  will  need  different  qualifications  from 
one  that  sees  employment  and  production  as  its  primary  duty.  As  the 
workshop  functions  are  defined  and  the  program  is  integrated  with 
other  rehabilitation  resources  of  the  community,  the  need  for  clarifica- 
tion and  demarcation  of  staff  and  agency  responsibilities  becomes  more 
important. 

Workshop  personnel  in  general  acknowledge  that  the  direction  the 
workshop  movements  seems  to  be  taking  will  demand  more  specialized 
professional  staffing,  either  as  an  integral  part  of  the  workshop  or  as 
part  of  a  co-ordinated  community  plan. 

Qualifications  of  workshop  staff  members  merit  serious  considera- 
tion. In  addition  to  being  competent  and  efficient  in  their  own  discipli- 
nary sphere,  the  workshop  staff  members  should  demonstrate  a  con- 
tinuing growth  in  the  broad  field  of  rehabilitation. 

The  workshop  staff  member  should  be  familiar  with  community  re- 
sources and  able  to  maintain  good  agency  relations  in  their  utilization 
and  be  sensitive  to  the  attitudes  and  reactions  of  the  community. 
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It  has  been  suggested  that  internships  in  rehabilitation  counseling 
and  other  specialized  fields  be  served  in  the  workshop  for  the  mutual 
benefit  of  trainee  and  workshop  staff. 

The  professionalizing  of  workshop  personnel  will  require  larger 
expenditures  for  salaries  and  intensify  the  problem  of  financing. 

Financing 

While  the  inimber  of  handicapped  persons  in  the  general  population 
is  reported  to  be  increasing,  and  the  concept  of  rehabilitation  is  broad- 
ening to  include  additional  services,  the  costs  of  rehabilitation  services 
are  steadily  rising.  As  a  result,  voluntary  agencies  are  finding  difficulty 
in  carrying  the  full  financial  load  of  the  workshop.  The  responsibility 
for  the  financing  of  workshops  rests  primarily  on  the  local  community, 
but  heavy  demands  upon  voluntary  giving  and  local  taxes  leave  the 
comparatively  small  number  of  existing  workshops  inadequately  fi- 
nanced. Few  communities  are  sufficiently  aware  of  the  need  to  embark 
upon  long-range  planning  for  community-wide  financing. 

As  a  consequence,  the  financing  of  local  workshop  programs  is  usually 
inadequate  and  unstable.  Staffing  and  specialized  services  which  can 
associate  rehabilitation  values  with  the  work  experience  provided  by 
the  workshop  are  costly.  Until  the  workshop  can  find  ways  to  meet  its 
financial  obligation,  it  will  be  inclined  to  emphasize  production  as  a 
means  of  self-support  rather  than  as  purposeful  work  experience.  Work- 
shops are  experiencing  an  increased  need  for  technical  assistance  in 
man.y  fields  as  rehabilitation  services  are  increasingly  emphasized  in  the 
workshop. 
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SECTION  IX 


DAY  CARE  CENTERS  FOR  PHYSICALLY  HANDICAPPED 
AND  MENTALLY  RETARDED  CHILDREN 

SUMMARY  OF  TESTIMONY 

Representatives  of  social  agencies  and  parent  gronps  repeatedly  testi- 
fied to  the  needs  of  a  child-care  center  program  for  physically  handi- 
capped and  mentally  retarded  children. 

There  appears  to  be  no  question  but  that  the  present  child-care  center 
program  envisaged  service  to  these  children;  however,  as  a  practical 
matter  the  existing  centers  have  been  unable  to  serve  all  children  in 
need  of  care.  In  many  instances  handicapped  children  were  rejected, 
and  in  others  they  remained  only  a  limited  period  of  time. 

A  survey  of  children  served  and  rejected  was  undertaken  by  the 
California  Department  of  Education  in  1957.  The  survey  indicated 
that  some  139  physically  handicapped  and  mentally  retarded  children 
were  enrolled  in  child-care  centers,  while  80  were  requesting  service  and 
75  had  been  dropped.  (Table  1.)  Table  2  presents  a  list  of  statements 
by  supervisors  of  child-care  centers  regarding  physically  handicapped 
and  mentally  retarded  children  either  enrolled  or  dropped  from  en- 
rollment. 

In  neither  case  are  these  tables  presented  as  containing  all  cases  that 
have  applied  or  have  been  served.  Witnesses  testifying  before  the  com- 
mittee emphasized  the  fact  that  most  parents  do  not  apply  for  service 
assuming  their  children  are  not  eligible.  A  survey  conducted  by  a 
parents'  group  in  Fresno,  California,  reported  121  cases  in  that  city 
alone  that  would  use  child-care  centers  if  they  were  available. 

In  addition  to  the  need  for  parents  to  work  are  the  social  benefits  to 
the  child  from  social  contact  with  other  children.  Most  witnesses 
stressed  the  need  for  local  facilities  such  as  workshops  and  child-care 
centers  to  aid  parents  in  keeping  their  children  with  them,  particularly 
the  mentally  retarded  who  might  otherwise  require  placement  in  a  state 
institution. 

Although  the  objective  of  a  child-care  center  program  for  physically 
handicapped  and  mentally  retarded  has  a  different  emphasis  than  that 
placed  upon  the  present  program  for  the  normal  child,  there  seems  to 
be  no  particular  conflict  between  the  objectives.  The  present  program 
has   developed  staff,   facilities,   and   procedures   that  could   easily  be 
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adapted  to  a  center  for  the  physically  handicapped  and  mentally 
retarded. 

It  is  recognized  that  cost  will  be  higher  and  different  standards 
of  eligibility  may  be  required  and  that  a  different  schedule  of  parent 
contributions  may  be  necessary. 

The  recommendations  incorporated  in  this  section  are  made  as  a  part 
of  a  total  program  for  the  mentally  retarded  and  the  physically  handi- 
capped and  are  directed  toward  the  development  of  community  facil- 
ities that  will  reduce  pressure  on  state  hospitals  and  provide  more 
satisfactory  programs  for  the  children  involved. 

Similar  programs  have  been  established  in  the  State  of  Delaware  and 
legislation  designed  to  establish  day-care  centers  for  mentally  retarded 
children  is  pending  in  the  State  of  Oregon. 

RECOMMENDATIONS 

It  is  recommended  that  the  State  Department  of  Education  be  au- 
thorized to  establish  at  least  two  pilot  child-care  centers  for  the  physi- 
cally handicapped  and  mentally  retarded  in  the  more  populous  centers 
of  the  State  for  the  purpose  of  determining  the  extent  of  need  for  such 
service,  the  problems  encountered  in  the  operation  of  such  centers,  the 
cost  of  operation,  and  the  effectiveness  of  such  centers  insofar  as  they 
are  able  to  relieve  parents  to  engage  in  work  or  to  reduce  the  demand 
for  institutional  placement. 

Table  1 

CHILD   CARE  CENTER,   DEPARTMENT  OF   EDUCATION 

Number  of  Children  Reported  as  Physically  Handicapped  or  Mentally 

Retarded  Whose  Parents  Requested  Service;  Children  Using 

Service  or  Discontinuing  Service  During  1957 

Physically  handicapped  Menially  reiarded 

Requesting  Children   Children  Requesting  Children  Children 

County                             service  enrolled     dropped  service       enrolled     dropped 

Alameda    5  11                 7  15                 2 

Contra  Costa 1  4                 3  —                 48 

Fresno —  3               —  3                 11 

Humboldt    —               —  1 

Los  Angeles 29  28               15  17               26               17 

Marin — 

Monterey —  2               —  1 

Sacramento — 

San  Bernardino — 

San  Diego 3  10               __  2               13                 2 

San  Francisco 13  14               10  3                 5                 5 

San  Joaquin —  11  —                 1 

San  Luis  Obispo — 

San   Mateo 1               __  __                 2                 1 

Santa  Barbara — 

Santa  Clara — 

Santa  Cruz 4                 1  __                 1                 1 

Solano   —  —               —  —                 1 

Tulare   1  1                 1  __                 1               __ 

Ventura — 

State  totals 52  79  38  28  60  37 
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Table  2 


Mentally  Retarded  and  Physically  Handicapped  Children  Enrolled  in 
Child  Care  Centers  During  the  Year  1957 


County 
District 


Alameda 
Berkeley. 


Age  grouping 


Preschool 
school  age 


Category 


PH, 

Pt.  1,  Pt.  2. 

Unknown  (1) 


Oakland - 


San  Leandro. 


Contra  Costa 
Richmond.. 


Fresno 
Fresno. 


P-S 

P-S 

P-S 

P-S 
P-S 

P-S 

P-S 

P-S 
P-S 

P-S 

P-S 

S-A 
P-S 


P-S 

S-A 


PH 

(1) 

(1) 

Pt.  1 
Pt.  1 

PH 

PH 

PH 
PH  and  Pt.  1 

PH  and  Pt.  1 

PH 

Pt.  1 
Pt.  2 


(1) 
Pt.  1 


Comments 


Child  has  extremely  poor  sight  and  although 
four  years  of  age  operates  at  approximately 
two-year  level.  Child  now  has  glasses— had 
been  tested  for  hearing  and  will  have  psycho- 
metric tests. 

This  child  made  no  response  to  ordinary  stimuli 
when  first  enrolled.  She  seemed  to  improve  as 
time  went  on.  became  more  overt  but  always 
required  much  adult  attention.  She  would  not 
eat  and  did  nothing  for  herself.  (Dropped) 

The  child  was  withdrawn  when  parents  left  area. 
However,  mother  returned  and  again  re- 
quested care  which  was  not  granted  on  advice 
of  doctor  and  psychiatrist.  Feeling  was  that 
child  needed  specific  treatment. 

Child  was  extremely  .slow  and  immature.  Left 
nursery  to  go  to  kindergarten  where  he  was 
unable  to  cope  with  the  situation. 

Diagnosis  from  doctor:  a  brain  injury.  Child 
does  not  talk  but  M.  D.  feels  child  is  teachable. 

Note:  Psychiatrist  visits  three  Berkeley  nursery 
schools  in  rotation. 

A  deaf  mute  attended  only  during  the  summer. 
No  additional  staffing  or  time  was  required 
for  him. 

Child  is  a  deaf  mute.  No  extra  staff  was  necessary. 
Goes  to  Berkeley  deaf  school  and  came  to 
child  care  during  vacation. 

One  child  has  slight  case  of  seizures.  No  extra 
stafif  necessary. 

Child  was  blind  and  mentally  retarded.  He  was 
dropped  after  one  month  because  he  required 
the  attention  of  one  teacher  most  of  the 
time.  We  felt  we  were  not  making  any  prog- 
ress with  him. 

Mentally  retarded  child  entered  special  school 
in  Hayward.  Child  was  blind  and  parent  was 
afraid  it  might  not  work  out.  (Dropped) 

Two    mothers    no    longer    working.     (Children 

dropped) 
Mother  no  longer  working.  (Child  dropped) 
Child  too  severely  retarded  to  remain  in  center 

with  present  staffing. 


With  present  type  of  facilities  and  limited 
staffing,  we  are  unable  to  care  for  severely 
mentally  retarded  children. 

Child  dropped.  Is  now  in  Sunsliine  School. 

Recommended  placement  in  school  for  mentally 
retarded. 
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Table  2— Continued 

Mentally  Retarded  and  Physically  Handicapped  Children  Enrolled  in 
Child  Care  Centers  During  the  Year  1957 


County 
District 


Age  grouping 


Category 


Preschool 
school  age 


PH, 
PL  1,  PL  2, 
Unknown  {1) 


Comments 


San  Francisco 
San  Francisco - 


San  Mateo 

Redwood  City 


Solano 
VaUejo- 


Los  Angeles 
Burbank.. 


Compton. 


S-A 
S-A 

P-S 

S-A 

S-A 

S-A 
S-A 

S-A 

P-S 

S-A 
S-A 

S-A 


S-A 

S-A 


S-A 


S-A 


PH 

Pt.  1 

PH 

Pt.  2 

Pt.  2 

Pt.  1 
Pt.  1 

PH 

PH 

PH 
PH 

PH 


PH 
Pt.  1 


Pt.  2 


Pt.  1 


P-S 

PH 

P-S 

PH 

P-S 

Pt.  2 

P-S 

PH 

S-A 

PH 

Child  had  difficulty  in  walking  due  to  a  near 

spastic  condition  in  one  heel. 
Ungraded  classes  no  longer  at  Monroe  School. 

Child  transferred  to  school  near  home  with 

ungraded  class. 
Other    care    necessary.    Too   severe   for   public 

school. 
Severely  mentally  retarded.   Sent  to  ungraded 

class  for  both  children.  (Dropped) 
Severely    mentally   retarded.    Help   from    cliild 

guidance. 
Mentally  retarded.  Moved. 
Child  has  been  placed  in  Clear  Water  Ranch  for 

emotionally  retarded. 
Physically    handicapped.    One    moved    out    of 

district. 
Two  polio  cases  too  physically  handicapped  to 

be  in  center. 
Child  has  been  enrolled  in  school  for  the  deaf. 
Two  children  were  referred  to  us  by  the  May  T. 

IMorrison    Rehabilitation    Center.    Care    was 

needed  for  the  summer  only. 
Requested  service:  1.  Moderately  severe  myopic. 

Wears   glasses.   2.   Outer  ear   missing,   slight 

cerebral  palsy,  hearing  deficiency. 


Hip  disability  developed  after  child  enrolled. 

Boy  is  in  second  grade.  We  are  trying  to  assist 
school  to  rehabilitation.  Progress  is  not  good. 

Girl  needed  association  of  age  level  normal 
children  to  assist  in  e.>!tablishing  necessary 
treatment.  Is  now  enrolled  at  Napa.  Worked 
with  Public  School  and  this  child  for  several 
years. 

There  are  telephone  requests  for  this  type  of 
handicapped  ser\nce  but  we  do  not  feel  we 
are  properly  equipped  to  care  for  such  service, 
so  therefore  do  not  keep  a  record  of  requests. 


Teachers  report  that  an  extraordinar3-  amount 
of  close  supervision  is  required  for  the  indi- 
vidual because  of  apparent  short  span  of 
attention. 


One  blind  child. 

One  lacked  muscular  co-ordination  and  bowel 
control. 

One  severely  mentally  retarded  was  not  mentally 
capable  of  group  living. 

One  physically  improved;  now  enrolled  in  kin- 
dergarten. 

These  children  now  in  first  grade  and  no  longer 
need  the  center  since  thej'  are  transported  in 
taxi  at  the  beginning  of  the  class  period  and 
returned  by  taxi  to  their  homes  at  end  of  the 
class  period. 
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Table  2— Continued 

Mentally  Retarded  and  Physically  Handicapped  Children  Enrolled  in 
Child  Care  Centers  During  the  Year  1957 


Age  grouping 

Category 

PH, 

County 

Preschool 

Pt.  1,  Pt.  2, 

District 

school  age 

Unknown  (1) 

Comments 

Los  Angeles — Cont. 

El  Segundo 

Reasons  for  not  enrolling  handicapped  children: 

1.  Transportation    problems    for    the    children 

with  polio. 

2.  Mentally     retarded     children     would     have 

taken  too  much  staff  time. 

Hawthorne 

P-S 

PH 

The  near  blind  child  is  now  in  a  sight-saving 
class  in  our  district. 

P-S 

PH 

The  child  with  the  peg  leg  left  when  his  mother 
was  needed  to  care  for  the  grandmother. 

Long  Beach 

P-S 

PH 

1.  Mother  not  employed. 

2.  Full  cost  fee  too  high  for  another  family. 

P-S 

PH 

Mother  unemployed.  No  child  enrolled. 

S-A 

Pt.  1 

Father  unable  to  find  work. 

S-A 

PH 

Full  cost  and  not  eligible. 

S-A 

Pt.  2 

Boy  aged  13  needed  too  much  individual  atten- 

tion. 

ft 


SECTION  X 


EXTENSION  OF  CRIPPLED  CHILDREN  SERVICES 

In  1927  the  State  of  California  officially  recognized  children  as  one 
of  its  most  precious  resources  by  establishing  Crippled  Children  Serv- 
ices as  a  function  of  the  State  Department  of  Public  Health.  With  the 
enactment  of  the  law,  the  department  received  a  mandate  to  seek  out 
and  to  assist  crippled  children.  Beginning  with  orthopedically  handi- 
capped children,  the  program  has  grown,  as  public  understanding  of 
the  needs  of  crippled  children  has  grown,  to  include  children  with  a 
wide  variety  of  physical  handicaps  who  are  eligible  for  services. 

During  the  past  two  years,  the  committee  has  received  numerous  well 
documented  appeals  from  doctors,  social  agencies  and  parents,  urging 
that  the  definition  of  a  handicapped  child  be  broadened  to  include 
epilepsy,  childhood  nephrosis,  and  other  diseases  affecting  children, 

SUMMARY  OF  FINDINGS 

According  to  witnesses  before  the  committee,  epilepsy  in  children 
represents  the  greatest  single  unmet  health  problem. 

The  word  epilepsy  is  Greek  for  seizure  and  a  seizure  is  the  most  easily 
recognizable  way  in  which  the  disorder  shows  itself.  But  it  is  hard  to 
define  a  seizure  simply  and  exactly.  A  seizure  is  a  temporary  loss  or 
impairment  of  consciousness ;  it  usually  occurs  without  apparent  cause ; 
and  it  is  usually  accompanied  by  muscular  movements  which  may  range 
from  a  slight  twitching  of  the  eyelids  to  a  violent  shaking  of  the  entire 
body.*  It  may  vary  in  intensity  from  a  simple  staring  episode  occurring 
many  times  a  day  to  a  full  blown  convulsion  occurring  once  or  twice 
a  year,  in  duration  from  a  few  seconds  to  several  hours.  Between  epi- 
sodes, the  person  is  normal  for  all  practical  purposes. 

INCIDENCE  OF  EPILEPSY  IN  CALIFORNIA 

The  exact  number  of  persons  in  which  this  neurological  impairment 
occurs  in  any  of  its  various  forms  is  unknown.  Although  legally  re- 
quired to  report  cases,  most  doctors  do  not  and  many  sufferers  try  to 
conceal  their  condition.  Various  estimates  of  the  incidence  of  epilepsy 
range  from  1  in  250  of  our  population  to  1  in  50.  A  study  of  young  men 
in  the  draft  in  1917  revealed  that  1  in  200  was  rejected  because  of 
epilepsy.  This  proportion  was  checked  and  confirmed  by  Dr.  W.  G. 
Lennox  in  a  careful  study  of  the  families  of  1,000  medical  students  and 
nurses.  It  was  again  checked  and  confirmed  by  a  study  of  rejected 

*  Herbert  Yahraes,   Eirilepsy — The   Ghost  Is   Out  of  the   Closet.   Public  Affairs   Pam- 
phlet No.  98. 
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draftees  in  World  War  II.  In  a  survey  of  all  school  children  in  the 
State  of  Maiyland,  it  was  found  that  1  in  100  have  some  form  of 
epilepsy. 

Using  the  more  conservative  estimate  of  1  in  200  would  bring  the 
figure  for  California  close  to  75,000  in  1959,  and  of  this  number,  over 
29,000  would  be  children  under  21.  It  should  be  remembered  that  this 
represents  the  total  of  cases,  many  of  whom  must  be  assumed  to  have 
found  satisfactory  treatment.  Witnesses  before  the  committee  testified 
that  the  number  of  "new"  cases  reported  each  year  tends  to  go  up 
when  services  are  offered.  The  State  of  Alabama  reported  55  cases  the 
first  j^ear  services  were  provided  by  its  Crippled  Children  Program.  Sis 
3'ears  later,  in  1957,  there  were  31:0  new  cases.  One  witness,  using  what 
he  termed  conservative  estimates,  said,  "today  epilepsy  affects  about 
six  times  as  many  people  as  polio,  six  times  as  many  as  cerebral  palsy, 
and  in  fact  handicaps  more  adults  and  children  than  polio,  rheumatic 
heart  disease,  muscular  distrophy,  multiple  sclerosis  and  cerebral  palsy 
combined." 

PROGNOSIS 

Despite  the  number  afflicted,  it  is  important  to  realize  that  a  dollar 
spent  on  epilepsy  will  yield  a  greater  return  than  a  dollar  spent  on 
any  other  handicap.  Epilepsy  has  been  described  as  a  '"part-time" 
handicap  disabling  the  individual  sufferer  for  only  a  few  hours  of 
his  life.  Proper  medical  management  can  eliminate  these  few  hours 
for  most.  The  United  Epilepsy  Association  believes  that  with  adequate 
medical  and  social  care,  seizures  can  be  controlled  for  four  out  of  five 
patients.  The  experience  of  the  Seizure  Clinic  of  Children's  Hospital 
in  Los  Angeles  is  even  better.  Of  500  children  who  received  treatment 
at  the  clinic,  85  percent  have  realized  medical  control.  To  attain  control 
may  take  a  few  days  or  several  years.  Great  strides  have  been  made  in 
the  last  20  years  in  the  discovery  of  new  anticonvulsant  drugs.  If  the 
knowledge  and  treatment  now  available  were  provided  to  all  patients 
the  battle  against  one  of  the  world's  great  scourges  would  be  largely 
won.* 

IMPORTANCE  OF  EARLY  DIAGNOSIS  AND  TREATMENT 

About  70  percent  of  epilepsy  cases  appear  in  childhood.  In  any  pro- 
gram directed  toward  the  amelioration  of  epilepsy,  the  largest  measure 
of  success  in  proportion  to  effort  expended  is  likely  to  come  from  work 
with  children  and  adolescents.  As  with  most  chronic  diseases,  the 
earlier  a  condition  can  be  recognized  and  treated,  the  greater  is  the 
likelihood  of  control.  With  each  additional  year  of  age,  the  child  be- 
comes more  anchored  to  patterns  of  ph^-siological  reactions,  more  fixed 
in  his  habits  of  living  and  thinking,  and  less  amenable  to  the  forces  of 
modification.  It  is  perhaps  fortunate  in  some  respects  that  a  majority  of 
cases  of  epilepsy  have  their  onsets  during  this  less  fixed  period  of  life, 
when  the  likelihood  is  greatest  for  the  success  of  preventive  measures.! 
Proper  control  at  the  onset  of  the  seizures  would  make  possible  the 
normal  education  of  the  child,  would  prevent  the  terrible  psychological 

♦Herbert  Yahraes,  Epilepsy — The  Ghost  Is  Out  of  the  Closet,  Public  Affairs  Pam- 
phlet No.   9S. 

t  Edward  M.  Bridge,  M.D.  Epilepsy  and  Convulsive  Disorders  in  Children,  formerly 
Physician  in  Charge,  John  Hopkins  Epilepsy  Clinic. 
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damage  and  emotional  disturbances  caused  by  withdrawal  from  school 
and  companions,  and  would  prepare  the  child  to  become  a  completely 
employable  adult. 

OTHER  STATES 

As  of  1925,  24  states  included  epilepsy  in  Crippled  Children  Services 
and  15  additional  states  provided  limited  services  such  as  diagnostic 
work  only.  In  no  state  was  legislation  necessary  to  permit  epileptic 
children  to  be  included  in  the  Crippled  Children  Services.  In  states 
with  an  epilepsy  program  it  has  been  possible  for  health  departments 
to  find  and  to  treat  heretofore  undiscovered  cases  in  children. 

COST  OF  TREATMENT 

It  is  difficult  to  secure  information  regarding  the  cost  of  epilepsy 
because  most  states  and  seizure  clinics  of  hospitals  do  not  keep  a 
separate  account  of  such  cases.  As  might  be  expected,  there  is  a  wide 
variation  in  cost  per  child  depending  upon  the  length  of  time  required 
to  achieve  control  of  seizures.  Maryland  appropriated  $30,000  for  a 
"Demonstration  Project"  matched  by  federal  funds  for  the  first  year. 
Since  then,  not  including  the  cost  of  clinic  quarters,  they  have  spent  a 
little  over  $11,000  annually  for  direct  services.  Alabama  gives  its  an- 
nual cost  per  child  as  only  $48.  Contra  Costa  County,  California,  suggests 
$60  a  year  for  each  case  with  an  additional  $100  to  $300  for  the  initial 
diagnosis  and  early  care.  The  Fresno  County  Society  for  Crippled  Child- 
ren and  Adults  spent  only  $190.45  to  achieve  control  for  one  child  and 
several  times  that  amount  for  another.  Witnesses  vigorously  affirmed 
that  for  these  relatively  minor  expenditures  (when  compared  with  the 
cost  of  many  crippling  diseases)  four  out  of  five  recipients  would  become 
fully  capable  of  employment  and  would  be  taxpaying  citizens.  Federal 
funds  from  the  Children's  Bureau  are  available  to  states  for  epilepsy 
as  well  as  for  other  handicaps  already  included  in  Crippled  Children 
Services. 

COST  OF  UNCONTROLLED  EPILEPSY 

Its  cost  to  taxpayers  is  tremendous.  Speaking  nationally,  according  to 
Dr.  Tracy  J.  Putnam,  ''the  social  and  economic  problems  presented 
by  the  convulsive  disorders  are  staggering.  It  is  estimated  that  *  *  * 
about  50,000  are  in  public  institutions,  the  cost  of  their  maintenance 
approaching  $20,000,000.  The  expense  of  caring  for  those  at  large, 
many  of  them  unjustly  refused  employment,  probably  amounts  to  over 
twice  as  much."  These  figures,  of  course,  give  no  more  than  a  hint  of 
the  frustration,  anguish  and  misery  involved.  The  total  direct  cost  of 
epilepsy,  according  to  Dr.  William  G.  Lennox  of  Boston,  must  be  at 
least  $i00,000,000. 
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RECOMMENDATIONS 

1.  That  the  State  Department  of  Public  Health  be  authorized  to  estab- 
lish and  conduct  pilot  projects  in  two  or  more  of  the  population 
centers  of  the  State  to  determine  the  feasibility  of  including  epilepsy 
within  the  definition  of  handicapped  child  as  set  forth  in  the 
Crippled  Children  Services  Act. 

Among  the  purposes  of  the  study  but  not  limited  to  them  should 
be: 

a.  Development  of  information  concerning  the  number  of  epileptic 
children  in  California  not  receiving  adequate  treatment. 

b.  The  cost  of  providing  diagnosis  and  treatment. 

c.  Problem  of  education  of  children  with : 

(1)  Controlled  seizures. 

(2)  Uncontrolled  seizures. 

d.  Problems  of  education  of  parents  of  epileptic  children. 

e.  Assistance  to  teachers  in  handling  classes  that  include  children 
with  epilej)sy. 

f.  Methods  of  bringing  services  to  children  in  rural  areas. 

2.  That  children  suffering  from  childhood  nephrosis  who  meet  the 
"means  test"  be  made  eligible  to  Crippled  Children  Services. 

SUMMARY  OF  TESTIMONY 

Carolyn  F.  Piel,  M.D. 

Associate  Clinical  Professor  of  Pediatrics, 

Stanford  University  School  of  Medicine,  San  Francisco 

We  are  aware  of  the  fact  that  the  program  of  the  Crippled  Children 
Services  has  been  devoted  largely  to  the  correction  of  diseases  or  injury 
by  surgical  means.  Nephrosis,  like  rheumatic  fever,  cannot  be  so  treated. 
However,  we  believe  it  appropriate  that  nephrosis  be  added  to  the  list 
of  crippling  conditions  subsidized  by  the  Crippled  Children  Services 
of  the  State  of  California  for  the  following  reasons.  First:  Without 
modern  methods  of  treatment  mortality  is  high,  approximately  50  per- 
cent, with  modern  methods  of  treatment  the  disease  can  be  controlled, 
mortality  falling  to  15  percent  or  less.  Second :  Such  treatment  is  pro- 
longed, lasting  at  least  one  year,  and  is  expensive.  Third :  The  incidence 
of  the  disease  is  not  very  high,  having  been  estimated  to  be  0.8  to  1.0 
new  cases  per  100,000  population  per  year.  However,  nephrosis  occurs 
most  frequently  in  two-to-four-year-old  children,  usually  the  children 
of  young  parents  for  whom  such  a  financial  burden  can  prove  devastating. 

Nephrosis  has  no  known  cause,  occurs  unexpectedl}^,  primarily  affect- 
in  the  kidney.  The  child  swells  up  as  is  illustrated  in  this  photograph, 
while  in  fact  his  body's  substance  is  being  wasted  in  his  urine.  Without 
modern  treatment,  e.g.  hormones  from  the  adrenal  gland  and  anti- 
biotics, this  swelling  might  persist,  or  come  and  go;  rarely  does  it 
disappear  after  only  one  occurrence.  However,  with  adrenal  hormones 
the  swelling  can  usually  be  controlled,  and  it  would  seem  the  ultimate 
prognosis  greatly  improved. 
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Only  a  rough  estimate  of  costs  can  be  made.  Usually  three  weeks' 
jiospitalization  is  necessary  for  diagnosis  and  beginning  control  of  the 
disease  with  adrenal  hormones.  This  steroid  treatment  is  continued 
intermittently,  three  consecutive  days  each  week  for  one  year.  At  llie 
Stanford  Convalescent  Home  where  many  cases  are  treated,  three  weeks 
of  intensive  treatment  at  $26  per  day  amounts  to  $546,  which  at  the 
present  time  includes  drugs  and  laboratory  procedures.  Thereafter, 
the  average  patient  is  on  outpatient  care  and  requires  a  minimum  of 
40  mg.  of  prednisone  a  day  for  three  days  each  week  for  one  year, 
making  a  total  of  1,250  5  mg.  tablets.  The  Western  Nephrosis  Society 
has  obtained  a  special  rate  of  $14.50  for  100  tablets  of  prednisone  which 
would  bring  the  minimum  cost  for  a  year's  treatment  with  this  drug  to 
$181.25.  Antibiotics  might  be  estimated  at  $100  per  year.  Occasional 
laboratory  tests  might  add  another  $50.  The  routine  test  for  protein  in 
the  urine  is  so  simple  that  it  can  be  done  by  most  j)arents.  The  minimum 
costs,  exclusive  of  physician's  fees  would  therefore  be  approximately 
$877  for  the  first  year,  provided  no  relapse  occurred.  Under  tlie  thera- 
peutic program  outlined  above,  relapses  are  infrequent.  However,  after 
steroid  treatment  has  been  discontinued  relapse  may  recur  requiring 
another  period  of  hospitalization  and  treatment. 

The  incidence  of  nephrosis  in  the  State  of  California  may  be  esti- 
mated as  approximately  112  to  140  new  cases  per  year,  with  California's 
present  population  of  14,000,000.  Lay  people,  mostly  parents  of  children 
with  this  disease,  have  organized  all  over  the  country  in  an  effort  to  help 
combat  this  disease.  Through  such  an  organization  the  State  of  Con- 
necticut has  added  childhood  nephrosis  to  its  state  crippled  children's 
program.  Locally,  the  Western  Nephrosis  Society  has  tried  to  cope  with 
the  problem.  In  the  last  fiscal  year  18,150  prednisone  tablets  have  been 
made  available  for  33  children  with  nephrosis  in  the  Bay  area.  How- 
ever, the  problem  of  patient  care  remains  tremendous. 

Charles  E.  Gardipee,  M.D.,  Acting  Chief 
Bureau  of  Cripple  Childreyi  Services 
State  Department  of  Public  Health 

The  California  State  Crippled  Children's  Program  was  created  by  an 
act  of  the  Legislature  in  1927.  The  Legislature  directed  that  the  State 
Department  of  Public  Health  shall  have  the  power  to  establish  and 
administer  a  program  of  services  for  physicalh^  defective  or  handi- 
capped persons  under  the  age  of  21  years.  These  services  were  to  be 
provided  to  children  whose  parents  or  guardians  were  either  wholly  or 
partly  unable  to  furnish  them. 

Over  the  past  30  years  since  its  inception,  the  State  Legislature  and 
the  State  Board  of  Health  have  established  certain  standards  for  med- 
ical eligibility  under  this  program.  The  guiding  principle  is  to  accept 
for  services  those  children  who  have  handicapping  conditions  which  the 
recommended  treatment  will  arrest  or  correct.  With  this  intent,  the 
following  conditions  have  been  covered  by  the  Crippled  Children's 
Program  to  date:  defects  of  an  orthopedic  nature,  defects  requiring 
plastic  reconstruction,  defects  requiring  orthodontic  reconstruction,  eye 
conditions  leading  to  a  loss  of  vision,  ear  conditions  leading  to  a  loss 
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of  hearing,  rheumatic  or  congenital  heart  disease  and  other  disabling 
and  disfiguring  deformities. 

Crippled  Children  Services  provides  diagnostic  services — services 
necessary  to  establish  the  diagnosis  of  disease,  including  the  services  of 
specialists  and  the  necessary  items  for  the  treatment  of  the  conditions 
mentioned  above,  such  as  physicians'  services,  hospital  services,  drugs, 
prosthetic  devices  and  appliances,  dental  care,  etc. 

During  the  1956-57  Fiscal  Year  the  Crippled  Children  Services 
served  a  total  of  54,114  children  at  a  total  expenditure  of  $5,368,400 
for  diagnostic  and  treatment  services. 

The  subject  under  consideration  at  this  hearing  is  care  for  the  child 
with  epilepsy.  As  has  been  noted,  the  definition  of  epilepsy  is  extremely 
difficult.  Usually  included  in  this  sj^ndrome  are  not  only  paroxysms 
accompanied  by  muscular  convulsions  but  also  transient  episodes  of 
sensory  or  psychic  disturbances.  An  epileptic  attack  moreover  may  be 
sj'mptomatic  of  a  variety  of  pathological  disorders.  Epilepsy  in  itself 
is  not  a  disease  but  a  manifestation  or  a  symptom  of  many  clinical 
entities.  Epilepsy  not  due  to  any  demonstrable  organic  brain  disease  is 
spoken  of  as  idiopathic  or  genuine  epilepsy.  In  addition,  seizures  may 
result  from  congenital  malformations  of  the  brain,  traumatic  brain 
processes,  tumors,  tuberculosis,  brain  abscesses,  meningitis,  encephalitis 
in  childhood,  epidemic  encephalitis,  multiple  sclerosis,  intoxication  by 
various  toxins,  circulatory  disturbances  and  others. 

The  Commission  on  Chronic  Illness  in  its  recent  publication  The  Pre- 
vention of  Chronic  Illness  estimates  that  there  are  at  least  800,000  in- 
dividuals in  the  United  States  subject  to  recurrent  epileptic  seizures. 
This  estimate  is  based  on  draft  figures  of  the  first  and  second  world 
wars.  I  was  unable  to  find  any  reliable  data  as  to  the  exact  prevalence 
of  epilepsy  in  the  under  21  age  group  in  California.  The  Bureau  of 
Acute  Communicable  Diseases  reports  about  3,500  epileptics  to  the 
State  Department  of  Motor  Vehicles  a  year,  but  these  are  mainh^ 
adults  with  epileptic  seizures.  However,  experts  have  estimated  that  as 
many  as  1  in  20  children  will  experience  a  convulsion  in  his  lifetime; 
not  all  of  these  will  represent  idiopathic  epilepsy.  Of  people  who  are 
going  to  have  continuing  convulsive  seizures,  90  percent  first  have  them 
in  childhood  whereas  10  percent  start  in  adulthood.  In  this  kind  of 
condition  it  is  not  likely  that  we  would  ever  know  the  population  to  be 
served  until  we  began  to  provide  the  services. 

A  diagnostic  study  of  a  convulsive  disorder  could  be  a  major  medical 
expense  beyond  the  means  of  some  families.  As  such,  a  program  for 
epilepsy  might  fall  within  the  sphere  of  Crippled  Children  Services. 
Treatment  on  the  other  hand  could  be  with  few  exceptions  budgeted  by 
most  families.  Any  program  of  diagnosis  for  epilepsy  offered  by  Crip- 
pled Children  Services  would  have  to  be  one  directed  at  giving  diag- 
nostic services  to  a  child  who  had  a  con\iilsive  disorder  to  determine 
the  exact  cause.  In  many  cases  this  might  result  in  establishing  a  diag- 
nosis of  one  of  the  other  diseases  mentioned  above — some  of  which  go 
into  a  terminal  state  or  which  in  themselves  are  expensive  to  care  for 
but  for  which  medical  treatment  at  the  present  does  not  hold  out  much 
hope.  This  latter  group  might  have  to  be  turned  down  in  a  Crippled 
Children  Services'  program  which  would  result  in  hardship  to  many 
families.  If  diagnosis  establishes  a  case  of  idiopathic  epilepsy,  then  it 
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is  assumed  that  the  care  of  the  child  is  one  which  the  family  could 
assume  in  most  instances.  This  diagnostic  program  would  provide  con- 
sultation to  the  family  physician.  Diagnosis  in  this  condition  should 
include  diagnosis  not  only  by  a  neurologist  but  also  one  that  should  be 
approached  with  the  help  of  a  psych ijitrist,  of  pediatricians  who  do  not 
necessarily  specialize  in  neurological  disorders,  of  psychometrists,  of 
social  workers  and  of  educators. 

We  do  not  know  with  how  many  individuals  we  would  be  dealing, 
since  we  have  no  data  of  the  prevalence  of  epilepsy  in  the  economic 
group  that  is  normally  served  by  Crippled  Children  Services.  This 
should  be  a  subject  for  additional  study.  For  the  average  case  of 
epilepsy  it  might  cost  about  $150  for  a  diagnostic  workup  under  our 
current  fee  schedule  out  of  hospital,  and  $200-$300  if  hospitalization 
is  required.  Again  using  our  fee  schedule  as  a  baseline,  it  might  cost 
$100  for  a  year 's  treatment.  I  can  make  no  further  estimate  concerning 
the  total  cost  of  a  case  of  epilepsy  to  Crippled  Children  Services,  and 
I  believe  that  this  would  have  to  be  studied  more  carefully. 

In  summary,  let  me  say  that  Crippled  Children  Services  and  the 
State  Department  of  Public  Health  are  in  agreement  with  the  preced- 
ing testimony  so  far  as  the  seriousness  of  this  problem  for  many  people. 
We  feel  that  we  could  meet  a  need  by  providing  a  program  of  diag- 
nostic services  for  children  with  convulsive  states.  Such  a  program 
would  change  the  emphasis  of  the  Crippled  Children  Services'  program 
from  its  present  concentration  on  conditions  which  can  be  arrested  or 
corrected  by  medical  treatment  to  the  handling  of  conditions  which  can 
be  controlled  under  treatment  but  which  would  require  continuous  care 
throughout  the  life  of  the  individual  affected.  Such  an  approach  would 
change  the  present  policy  of  the  agency.  At  the  present  time  the  Crip- 
pled Children  Services'  program  is  spending  its  total  allocation  on  the 
types  of  conditions  described  above ;  therefore,  some  kind  of  legislative 
action  would  be  necessary  to  authorize  this  change  in  policy  as  such 
a  change  would  iiocessitate  additional  appropriations  to  cover  expendi- 
tures which  this  now  diagnostic  program  would  cost. 

G.  Lav^rence  MowERy,  President 

Contra  Costa-Alameda  ('ounfy  Epilepsy  Society 

That  children  with  epilepsy  in  the  State  of  California  be  included, 
with  other  handicapped  children,  in  the  program  of  the  Bureau  of 
Crippled  Children. 

This  recommendation  was  made  to  this  committee  last  November  and 
December  by  Mrs.  Fred  Markham  Hud  Mrs.  Betty  Ticho  of  the  Cali- 
fornia Epilepsy  Society,  and  Mrs.  Esther  Elder  Smith  and  Mr.  James 
Cotter  of  the  California  Society  for  Crippled  Children  and  Adults. 

We  suggest  that  diagnostic  and  treatment  services  be  added  to  the 
public  agency.  This  would  mean  that  children  from  rural  areas  could 
be  sent  to  the  nearest  center  where  adequate  clinic  facilities  are  avail- 
able and  then  returned  to  the  local  doctor  in  charge  of  the  case  for 
treatment;  also,  that  consultation  with  the  private  physician  could  be 
continued  as  needed  and  that  medication  could  be  provided  to  those 
cases  which  pass  the  ''means"  test. 

Another  suggestion  is  that  a  mobile  clinic  be  established  as  has  been 
done  in  Virginia,  Ohio,  New  Jersey,  and  several  other  states.  The  cost 
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and  plan  of  this  type  of  service  can  be  submitted  to  this  committee  if 
you  are  interested. 

As  we  have  said  before,  there  are  24  states  which  include  children 
with  epilepsy  in  their  Crippled  Children  Services  as  of  the  calendar 
year  1955.  Fifteen  other  states  provide  limited  services,  such  as  diagnos- 
tic work  only. 

"We  have  written  to  each  of  the  states  for  information  and  costs. 
Strangely  enough,  none  could  give  us  actual  costs  as  the  cases  were 
not  broken  down  for  epilepsy  alone.  A  report  from  the  Jerry  Price  Sei- 
zure Clinic  in  Los  Angeles  at  Children's  Hospital  gave  us  the  same 
information — -that  their  costs  were  not  broken  down  for  epilepsy  cases 
in  particular.  All  were  enthusiastic  about  the  need  of  the  program  and 
its  results. 

No  state  could  give  us  any  information  on  legislative  problems  be- 
cause no  legislation  was  necessary  to  have  these  children  included  in 
such  a  program. 

Now,  as  to  the  incidence  of  epilepsy  in  the  general  population — we 
repeat  that  we  must  accept  the  statistics  of  our  outstanding  neurologists 
who  vary  in  their  opinions  that  one  in  100  to  one  in  200  of  the  general 
population  suffer  from  some  type  of  epilepsy.  This  figure  was  first 
developed  based  on  the  military  draft  of  1917  w^hen  one  in  200  young 
men  were  rejected  because  of  a  history  of  epilepsy.  This  proportion  of 
one  in  200  was  checked  and  confirmed  by  Dr.  AV.  G.  Lennox  in  a  careful 
study  of  the  families  of  1,000  medical  students  and  nurses.  It  was 
again  checked  and  confirmed  by  a  study  of  rejected  draftees  in  World 
War  II. 

The  latest  specific  figures  we  cau  quote  are  from  the  State  of  Mary- 
land. In  a  complete  survey  of  school  children  in  1957  it  developed  that 
one  in  100  had  epilepsy  in  some  form.  As  the  incidence  is  higher  in 
children  than  adults,  this  is  no  doubt  a  correct  figure  for  children  in 
the  general  population. 

There  are  several  reasons  why  accurate  statistics  are  impossible  to 
secure.  One  is  that  it  is  still  a  "hidden"  illness  and  another  that  as 
long  as  it  is  "reportable"  many  patients,  as  well  as  doctors,  will  not 
call  it  epilepsy.  However,  when  services  are  available  cases  do  come 
out.  Again  quoting  Maryland,  it  was  found  that  after  2|  years  of 
service  (1950  to  1953)  34  percent  of  the  expected  number  were  found 
where  clinics  were  available  but  only  14.5  percent  were  known  to  their 
program  where  no  local  service  was  offered. 

Again  as  to  cost,  we  can  quote  Maryland — $30,000  was  appropriated 
as  a  "Demonstration  Project"  from  federal  funds  for  the  first  year, 
then  taken  over  under  the  State  Crippled  Children's  Program.  Not  in- 
cluding cost  of  clinic  quarters  a  little  over  $11,000  has  been  spent 
annually  for  direct  services.  This  includes  $7,500  for  clinician's  fees 
and  travel  expenses  and  about  $4,000  a  year  for  hospital  care  including 
the  purchase  of  some  drugs. 

The  State  of  Alabama  gives  the  cost  per  child  as  only  an  average  of 
$48  per  child.  Their  program  under  Crippled  Children  Services  has 
been  in  operation  for  six  years  and  has  increased  from  55  cases  the 
first  year  to  340  children  in  1957. 

Most  of  the  states  use  already  established  clinics ;  their  programs  are 
usually  administered  by  State  Health  Departments,  under  the  Bureau 
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of  Crippled  Children.  The  staffs  are  appointed  by  the  State  Health 
Departments  and  the  function  of  such  staffs  is  to  co-ordinate  aiul  carry 
out  the  program  under  the  direction  of  the  "Bureau." 

There  are  fine  seizure  clinics  in  both  Southern  and  Northern  Cali- 
fornia which  would  co-operate  fully  with  the  public  agency  in  Cali- 
fornia, so  we  do  not  recommend  that  new  or  special  clinics  be  set  up 
to  administer  this  program.  Time,  only,  will  tell  how  much  each  such 
clinic  will  need  to  be  expanded  to  provide  these  services.  Again  we 
would  like  to  say  that  very  few  epilepsy  ca^cs  ne^i'd  hospitalization  or 
surgery  but  they  do  need  rooming  facilities  near  the  clinic  for  various 
lengths  of  time  while  going  through  the  diagnostic  workup. 

The  policies  regarding  eligibility  for  treatment  should  be  the  same 
as  for  other  illnesses  under  the  Crippled  Children  Service.  As  a  pilot 
plan,  even  the  sum  of  $50,000  might  be  appropriated  the  first  year  for 
children  with  epilepsy. 

It  would  be  a  great  step  forward  if  all  epileptic  children  under  21 
years  of  age  could  receive  adequate  medical  care.  The  State  would 
be  saved  many  thousands  of  dollars  by  preventing  a  child  from  becom- 
ing a  psychologically  damaged  adult  epileptic  who  often  ends  up  as 
unemployable. 

Gaston  J.  Baus,  M.D.,  Director  Seizure  Clinic,  Children's  Hospital, 
Los  Angeles. 

Various  estimates  of  the  incidence  of  epilepsy  place  it  at  between  1 
percent  and  2  percent  of  the  population.  This  may  be  considered  a 
chronic  condition,  but  not  necessarily  a  permanent  one  in  the  presence 
of  good  total  care.  Treatment  must  he  continued  over  a  long  period  of 
time — minimum  two  years  with  prompt  control  of  attacks  and  maxi- 
mum up  to  an  indeterminate  number  of  years. 

Treatment:  The  object  of  medical  treatment  is  to  prevent  the 
seizures.  This  is  accomplished  by  medications  taken  by  mouth  in  daily 
doses,  singly  or  in  combination  of  a  two  to  three  or  four  medications, 
in  individually  adjusted  doses.  To  attain  control  of  seizures  may  take  a 
few  days  up  to  several  years.  Unfortunately,  in  some  cases,  control  is 
never  attained.  But  in  practically  all  instances,  some  improvement  is 
attained. 

The  objective  of  treatment,  aside  from  the  specific  medical  care,  is  to 
restore  or  maintain  the  patient  to  his  maximum  potential  performance. 
To  a  large  extent,  children  with  epilepsy  may  be  considered  as  normal 
in  physical  and  mental  ability.  Yet  the  very  fact  that  a  child  has 
seizures  provokes  problems  within  the  family  and  within  the  commu- 
nity. Admitting  the  presence  of  these  problems  does  not  solve  them.  In 
many  instances  it  takes  the  combined  efforts  of  a  psychiatrist,  a  psy- 
chologist, a  psychiatric  social  worker,  as  well  as  the  pediatrician  epilep- 
tologist  to  solve  the  problems.  Remembering  that  this  is  a  long-term 
condition,  the  problems  do  not  disappear  such  as  do  those  which  occur 
in  a  child  with  a  broken  leg  which  heals  in  6  to  12  weeks. 

In  addition,  there  is  the  matter  of  academic  education  for  the  child 
with  epilepsy.  There  is  a  higher  percentage  of  learning  difficulty  in 
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children  with  epilepsy  than  in  children  without  epilepsy.  Special  school 
programs  must  frequently  be  arranged  until  the  child's  seizures  are 
controlled. 

Children  who  have  various  central  nervous  system  disturbances  such 
as  cerebral  palsy  are  more  likely  to  have  an  associated  epilepsy  than 
are  normal  children.  This,  obviously  compounds  the  care  of  epilepsy  in 
such  a  child. 

Enlightened  opinion  does  not  accept  the  premise  that  children  with 
epilepsy  should  be  grouped  together  and  made  to  feel  different  than 
other  children.  The  only  time  these  children  are  really  different  is 
during  a  seizure.  Their  normalcy,  not  their  difference,  should  be 
emphasized. 

To  accomplish  this  may  require  certain  advertising  techniques  for 
education  of  the  public,  of  school  systems,  county  health  departments, 
yes,  even  of  doctors.  People  will  understand  that  epilepsy  is  not  a 
visitation  of  evil  spirits,  not  catching,  not  a  procursor  of  mental  re- 
tardation, not  the  basis  for  a  mean  disposition,  not  a  permanent  dis- 
ability. People  will  understand  that  it  is  a  temporary  disability  and  a 
treatable  condition. 

Facilities  would  seem  to  be  adequate  for  the  care  of  epilepsy  in  the 
population  centers  of  this  State  such  as  San  Francisco  and  Los  Angeles. 
However,  there  are  large  areas  between  these  two  centers  and  north  of 
San  Francisco  in  wliieh  undoubtedly  many  patients  are  not  receiving 
adequate  and  persistent  care.  Unfortunately,  not  many  doctors  are  in- 
terested in  treating  a  condition  with  which  they  are  not  familiar  and 
are  not  seeing  frequently.  But  if  these  doctors  are  given  a  helping  hand 
in  the  form  of  consultation  and  recommendation  for  treatment,  many  of 
them  will  take  on  the  care  with  enthusiasm. 

The  experience  of  the  Jerry  Price  Seizure  Clinic  at  the  Children's 
Hospital  in  Los  Angeles  indicates  this  to  be  true.  In  1954  arrangements 
were  made  between  the  Medical  Director  of  Children's  Hospital  and 
the  Orange  County  Medical  Society  for  consultation  service  for  seizure 
patients.  Through  the  facilities  of  the  Orange  County  Health  Depart- 
ment appointments  are  made  for  private  patients  and  clinic  patients. 
Every  three  months  a  staff  member  of  the  Jerry  Price  Seizure  Clinic 
attends  these  consultation  clinics  and  sees  three  to  eight  patients. 
The  consultant's  fee  for  the  daj''  is  paid  from  several  sources,  in  part 
by  the  Orange  County  Medical  Society. 

Also,  in  1953  the  Jerry  Price  Seizure  Clinic  activated  a  consultation 
program  at  the  Children's  Hospital  available  to  private  practitioners 
in  Los  Angeles  County  called  Private  Diagnostic  Service.  Patients  are 
referred  by  their  doctors  for  a  history,  physical  and  neurological  exam- 
inations, X-rays  of  the  skull,  an  electroencephalogram,  blood  and  urine 
examinations.  The  findings,  diagnosis,  and  recommendations  for  treat- 
ment are  sent  to  the  doctor  who  carries  through  with  the  necessary 
care.  Up  to  October  18,  1957,  this  service  was  extended  to  84  doctors 
who  had  requested  consultations  on  118  patients. 

What  is  needed :  The  recognition  of  epilepsy  as  a  disability,  treatable 
as  are  many  of  the  conditions  now  included  under  the  Crippled  Chil- 
dren's Act. 
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To  stimulate  interest  in  epilepsy  and  to  encourage  the  treatment  of 
the  child  with  epilepsy  by  pediatricians  as  well  as  general  practitioners, 
the  organization  of  consultation  services  either  stationary  or  mobile 
manned  by  a  pediatrician  epileptologist.  These  units  to  make  or  confirm 
the  diagnosis  and  outline  treatment. 

To  liave  available  the  services  of  a  psychiatrist,  psychologist,  psy- 
chiatric social  workers  for  supplementary  assistance  when  needed. 

It  is  emphasized  that  in  children,  epilepsy  care  practically  never 
requires  hospitalization  or  surgery.  Treatment  is  carried  on  by  periodic 
visits  to  the  doctor's  office  at  intervals  of  one  week  to  three  months  for 
evaluation  of  the  patient's  progress  and  adjustment  of  medication 
dosage. 

James  C.  Cotter,  Executive  Director,  Fresno  County  Society  for  Crip- 
pled Children  and  Adults,  Inc. 

The  Fresno  County  Society  for  Crippled  Children  and  Adults  has 
been  actively  interested  since  1948  in  developing,  co-ordinating  and  ex- 
tending treatment  resources  to  children  and  adults  with  epilepsy  in  one 
county.  Good  medical,  diagnostic  and  treatment  services  were  the  basis 
of  all  our  efforts  to  integrate  the  patient  with  epilepsy  into  the  com- 
munity— into  school,  church,  leisure  time  agencies,  and  employment. 

1.  Statistics  on  Epilepsy  as  Reported  in  Fresno  County,  1949-1956 

In  1948,  Fresno  County  physicians,  clinics  and  health  departments 
reported  26  new  cases  of  epilepsy.  On  the  basis  of  previous  studies  in- 
dicating an  incidence  of  three  to  five  cases  of  epilepsy  per  1,000  in  the 
general  population,  Fresno  County  should  have  had  900-1,500  resi- 
dents with  epilepsy.  One  might  wonder  whether  the  26  reported  in  1948 
included  all  the  "new"  patients  with  epilepsy  who  were  treated  that 
year. 

The  table  at  the  end  of  this  statement  lists  the  patients  reported  with 
epilepsy  over  an  eight-year  period.  There  were  383  children  under  age 
20  with  epilepsy.  They  were  not  classified  by  county  of  residence.  Resi- 
dent patients  represented  62  percent  of  the  737  children  and  adults 
reported.  Assuming  the  same  percentage  of  resident  to  nonresident 
children  with  epilepsy,  Fresno  County  reported  237  children  under  age 
20  during  the  period  1949-1956,  or  approximately  30  new  child  patients 
annually. 

During  the  years  1949  to  1956  inclusive,  Fresno  County  reported  737 
patients  with  epilepsy  to  the  State  Department  of  Health.  There  were 
438  residents  of  Fresno  County  in  this  group  and  279  who  lived  else- 
where. When  this  total  was  compared  with  the  26  patients  reported  in 
1948,  there  was  reason  to  feel  that  progress  had  been  made  in  reporting 
of  epilepsy  by  physicians.  However,  analysis  of  the  reports  revealed 
that  one  neuropsychiatrist  reported  540  of  the  cases  or  73.3  percent 
of  the  total.  There  are  290  physicians  in  Fresno  County.  All  are  legally 
required  to  report  epilepsy.  Only  75  epileptics  were  reported  by  phy- 
sicians in  this  county,  excluding  the  neuropsychiatrist  mentioned 
above.  Many  people  with  convulsive  attacks  do  not  seek  help.  Others 
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become  discouraged  by  poor  seizure  coutrol  during  prolonged  treatment 
which  is  not  consistent  with  modern  medical  management.  At  any  rate, 
the  patients  reported  with  epilepsy  are  probably  not  an  accurate  index 
of  the  total  incidence  of  this  disease  in  Fresno  County. 

2.  Experience  With  Costs  of  Treatment  in  Fresno  County 

There  are  wide  variations  in  the  cost  of  treating  various  patients  with 
epilepsy.  The  two  cases  described  below  illustrate  this  difference. 

In  the  past  12  months,  the  Fresno  County  Society  for  Crippled 
Children  and  Adults  spent  $140.45  for  drugs  and  $50  for  medical  care, 
including  a  neurological  examination,  to  control  seizures  of  one  elemen- 
tary school  student.  The  average  monthly  expense  was  $15.87.  There 
were  eight  visits  to  the  neuropsychiatrlst. 

Another  patient  over  a  three-year  period  made  65  visits  (approxi- 
mately 22  per  year)  for  clinic  treatment  before  his  seizures  were  suc- 
cessfully controlled.  However,  this  patient  subsquently,  over  another 
three-year  period,  made  less  than  two  visits  annually  for  medical 
checkups. 

Is  it  worth  the  expense?  A  look  at  the  change  in  this  second  patient 
might  help  one  answer  this  question. 

Jack,  age  16,  was  referred  in  1948  with  complaints  of  petit  mal  and 
grand  mal  epilepsy  following  a  head  injurj^  about  five  years  before. 
Seizures  resulted  in  his  being  dropped  from  school  and  later  from  home 
instruction  as  uneducable.  This  boy  had  been  treated  unsuccessfully  by 
various  physicians  following  the  onset  of  the  seizures.  When  the  visiting 
staff  of  the  neurology  clinic  at  the  county  hospital  was  expanded  and 
several  neuropsychiatrists  and  neurosurgeons  were  added,  Jack  was 
referred  by  the  social  worker  of  the  Crippled  Children's  Society  for 
treatment.  Control  of  the  epilepsy  without  side  effects  was  a  problem, 
but  finally  in  May,  1951,  there  were  indications  that  control  was  im- 
proving. The  social  worker  referred  the  patient  to  the  Bureau  of  Voca- 
tional Rehabilitation  at  the  time  for  study. 

Medical  control  of  Jack's  seizures  without  intoxication  was  achieved 
in  August,  1951.  This  was  reported  to  the  rehabilitation  counselor.  He 
completed  plans  immediately  for  the  patient,  now  18  j^ears  of  age,  to 
enter  high  school.  Jack  completed  the  four-year  course.  He  participated 
in  the  cadet  training  program  and  made  a  good  social  and  educational 
adjustment  in  high  school  despite  years  of  isolation  because  of  his 
frequent  seizures.  His  parents  made  some  changes  in  their  ranching 
operation.  Following  graduation.  Jack  and  his  father  operated  a  dairy 
farm.  This  could  be  the  lifetime  occupation  of  this  seizure-free  youth 
who  in  recent  months  received  his  operator's  license  after  meeting  all 
requirements  of  the  State  Department  of  Motor  Vehicles  for  applicants 
with  a  histor}^  of  epilepsy. 

3.  Education 

In  Fresno  County,  children  of  school  age  who  have  a  history  of 
seizures  are  for  the  most  part  attending  regular  classes.  In  October- 
November,  1957,  there  were  94,494  students  in  our  public  schools.  The 
home  instruction  group  consisted  of  117  boys  and  girls.  Four  of  the 
home  students  had  epilepsy. 
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One  public  school  with  53  cerebral  palsied  students  includes  at  least 
19  children  who  take  anticonvulsants  to  control  seizures. 

Education  of  the  child  with  epilepsy  in  Fresno  County  has  improved 
over  the  past  10  years  and  as  noted  above  very  few  are  on  home  instruc- 
tion. If  some  children  with  seizures  are  not  getting  instruction,  at 
present,  they  have  not  come  to  our  attention. 

Special  classes  or  schools  for  students  with  epilepsy  are  contrary  to 
our  philosophy  of  emphasizing  medical  control  of  seizures  and  return 
to  regular  classes.  Except  in  the  very  large  cities  there  would  probably 
not  be  enough  "uncontrolled"  students  for  a  special  class  or  classes. 

4.  Recommendations 

(a)  Study  current  reporting  of  epilepsy,  now  required  in  California, 
to  determine  whether  to  (1)  continue  it  or  (2)  discontinue  it  as  some- 
thing having  little  value. 

(b)  Extend  services  to  children  with  epilepsy  through  the  Crippled 
Children  Services  by  adding  both  diagnostic  and  treatment  responsi- 
bilities to  the  public  agency.  A  diagnostic  service  alone  would  seem  to 
be  a  waste  of  money  in  many  cases  as  far  as  the  taxpayer  and  patient 
are  concerned. 

The  number  of  children  who  would  qualify  for  this  public  care  cannot 
be  established  through  local  statistics.  However,  the  neuropsychiatrist 
who  reported  a  large  majority  of  the  Fresno  County  cases,  estimated 
that  75  percent  of  the  children  examined  and  treated  by  him  were  in 
families  who  could  not  pay  for  private  treatment. 

(c)  Experience  in  some  of  the  24  states  where  in  1955  the  public 
crippled  children's  program  reported  2,644  patients  with  epilepsy, 
should  be  helpful  to  California  in  estimating  the  probable  volume  of 
cases  and  the  cost  of  diagnostic  and  treatment  services.  The  rate  of 
cases  per  100,000  child  population  ranged  from  0.1  in  four  states  to  48.5 
in  one,  Virginia. 

An  expansion  of  this  public  service  would  provide  treatment  to  many 
more  epileptics  under  21  who  are  not  now  under  care.  This  would  be 
a  major  forward  step.  The  education,  socialization,  and  employment  of 
the  epileptic  would  be  simplified  if  good  medical  treatment  was  made 
available  to  children  at  the  onset  of  the  seizures.  A  medical  service  of 
this  type  could  be  called  preventive  in  the  best  sense  of  the  term. 
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Mrs.  Betty  J.  Ticiio,  Social  Service  Director 
Los  Angeles  County  Epileptic  Society 

I  should  like  to  discuss  the  social  problems  facing  epileptics  today, 
as  I  have  come  to  know  them.  You  have  been  told  tliat  stigma  and 
superstition  haunt  their  lives.  Nonhandieapped  or  handicapped  adults 
who  have  never  seen  a  seizure  dread  the  idea  of  observing  one.  Those 
who  have  seen  seizures  without  adequate  preparation  for  the  "what-to- 
do"  problem,  are  frightened  or  repelled,  for  a  grand  raal  seizure  is 
hardly  pretty,  as  any  epileptic  who  knows  other  epileptics  will  be  the 
first  to  admit.  It  seems  to  be  a  normal  thing  for  all  of  us  to  be  alarmed 
and  embarrassed  at  loss  of  control  in  another  individual.  However,  these 
feelings  can  be  readily  overcome  with  the  aid  of  factual  knowledge. 
The  occurrence  of  convulsions  in  companions  appears  to  be  easily 
accepted  by  children,  once  they  realize  convulsions  don't  mean  death, 
don't  hurt,  and  aren't  catching. 

We  do  need  to  include  epileptic  children  under  the  state  program  of 
"Crippled  Children  Services"  in  California.  I  recently  learned  that 
California  leads  most  states  in  services  to  crippled  children,  and  so 
certainly  believe  our  State  will  wish  to  provide  the  minimal  care  pro- 
gram needed  by  epileptic  children. 

Diagnosis  and  control  in  the  medical  treatment  is  considered  to  be 
of  highest  importance,  according  to  some  of  our  State's  leading  neurol- 
ogists and  pediatricians.  Social  work  services  are  also  indicated  to  help 
families  realistically  approach  the  handling  of  children  with  epilepsy. 
Children's  Hospital,  for  example,  according  to  Mrs.  Helen  Boardman, 
social  service  director,  spends  most  of  its  effort  helping  parents  to  over- 
come the  tendency  to  be  overprotective  and  give  up  all  discipline  be- 
cause of  their  fear  of  seizures. 

The  most  severe  problem  for  adult  epileptics  is  securing  and  retain- 
ing employment.  Of  the  approximately  250  epileptics  who  have  re- 
quested service  through  the  Los  Angeles  County  Epileptic  Society  in  the 
past  six  months,  over  one-half  have  had  an  employment  problem.  The 
California  Department  of  Employment  states  that  epilepsy  is  one  of  the 
three  to  five  handicaps  most  difficult  in  job  placement. 

The  idea  that  epileptics  are  more  accident-prone  is  not  borne  out  by 
U.  S.  Department  of  Labor  Statistics,  nor  by  Dr.  W.  G.  Lennox,  noted 
epilepsy  authority,  nor  by  the  experience  of  our  own  Los  Angeles  "Epi- 
Hab."  However,  employers  are  fearful  of  hiring  epileptics  for  insur- 
ance reasons. 

Since  it  is  perhaps  natural  for  the  employer  to  think  in  terms  of  just 
one  "expensive"  (but  highly  unlikely)  accident,  we  can  encourage  him 
to  hire  epileptics  and  other  "latently"  handicapped  persons  in  only  one 
way — by  expanding  our  "subsequent  injury"  workmen's  compensation 
legislation.  This  means  that  the  epileptic  who  might  suffer  a  possible 
injury  on  the  job,  would  be  covered  by  state  insurance  and  would  not 
increase  the  employer's  private  insurance  rate. 

This  program  should  not  prove  to  be  expensive  to  the  taxpayers,  and 
will  be  one  way  of  overcoming  the  present  barrier  of  employment  to 
epileptics. 

Meanwhile,  some  epileptics  with  adequate  medical  control  secure  em- 
ployment without  admitting  their  diagnosis;  some,  also  following  this 
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practice,  lose  job  after  job  because  of  occasional  seizures,  and  some,  at 
the  most  unfortunate  level,  are  eager  to  work  but  have  been  denied 
schooling",  have  been  hidden  away,  rejected  or  overprotected  by  their 
families.  They  need  extensive  psychological,  social  work,  or  psychiatric 
services  before  work  rehabilitation  could  even  be  considered.  As  legally 
responsible  parents  die,  these  "children"  usually  seek  public  assistance. 
Such  misfits  cost  a  great  deal  more  than  employed  and  productive 
citizens,  both  in  money  and  manpower. 

In  summary,  may  I  again  stress  the  need  for  Crippled  Children 
Services  for  epileptic  children;  for  legislation  to  provide  "subsequent 
injury"  under  workmen's  compensation  to  epileptics,  and  suggest  that 
the  necessity  for  psychological,  social  work  and  psychiatric  treatment 
to  adults  as  a  rehabilitation  service  be  investigated. 

W.  A.  Ketterer,  31. D. 
Assistant  Health  Officer 
Contra  Costa  County 

Despite  the  numbers,  it  is  important  to  realize  that  a  dollar  spent  on 
epilepsy  will  probably  yield  more  results  than  a  dollar  spent  on  any 
other  handicap.  Epilepsy  has  been  described  as  a  "part-time"  handicap 
where  the  individual  sufferer  is  disabled  only  a  few  hours  of  his  life. 
Proper  medical  management  can  eliminate  these  few  hours  for  most. 

The  following  are  specific  reasons  why  Crippled  Children  Services 
eligibilitj^  for  epilepsy  is  needed  in  California : 

1.  About  70  percent  of  epilepsy  cases  appear  in  childhood.  Proper 
management  in  childhood  will  control  early  many  cases  that  will 
be  employable  as  adults. 

2.  At  least  24  other  states  already  include  epilepsy  in  Crippled 
Children  Services.  U.  S.  Children's  Bureau  funds  are  available 
to  states  for  epilepsy  as  well  as  for  other  handicaps  already  in- 
cluded in  Crippled  Children  Services.  It  is  high  time  California, 
ahead  in  most  matters,  catches  up  with  the  rest.  In  states  where 
there  is  an  epilepsy  program  it  has  been  possible  for  health  de- 
partments to  find  heretofore  undiscovered  eases  in  children  and  to 
treat  and  manage  them  early  through  an  educational  program. 

3.  There  is  no  really  adequate  clinic  for  control  of  epilepsy  in 
Contra  Costa  County  nor  in  the  entire  East  Bay.  There  is  a  lack 
of  professional  specialists  interested  and  trained  in  epilepsy.  Of 
190,000  physicians  in  the  U.  S.  A.  fewer  than  250  specialize  in 
diseases  of  the  nervous  system.  Kather  than  being  an  argument 
against  epilepsy  clinics,  if  such  were  established,  we  could  utilize 
the  few  physicians  available  and  interest  others.  This  would  be  a 
boon  to  the  care  of  the  adult  epileptic  as  well  as  the  child  for 
which  Crippled  Children  Services  is  designed. 

4.  A  comprehensive  program  is  possible  under  Crippled  Children 
Services.  Diagnosis  and  medicine  are  only  a  part  of  management 
of  epilepsy.  Many  social,  school,  and  interpretation  problems  to 
the  family  could  be  managed  and  the  unnecessary  stigma  of  epi- 
lepsy eliminated  by  providing  for  social  casework  and  home 
followup. 
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5.  Management  of  epilepsy  early  (in  childhood)  would  alleviate  and 
help  prevent  many  of  the  emotional  disturbances  we  now  see  in 
adult  epileptics.  Some  are  so  severe  that  chronic  unemployment 
has  resulted  for  families. 

6.  Concurrent  with  rehabilitation  through  proper  medical  manage- 
ment, educational  programs  with  employers  will  help  prevent  lack 
of  employment  and  keep  families  with  epilepsy  off  the  tax  rolls. 

7.  With  established  special  clinics  for  epilepsy,  we  should  find  fewer 
problems  in  schooling  for  the  epileptic  child,  and  with  proper 
management  and  working  with  schools  on  individual  cases  the 
training  of  epileptics  for  adult  success  would  be  improved.  In  some 
instances  schools  also  are  unnecessarily  pessimistic  about  education 
of  epileptics  and  exclude  them  from  school. 

As  to  cost,  about  $60  per  year  is  needed  to  manage  each  ease  of 
epilepsy  (assuming  the  family  cannot  contribute).  If  a  diagnostic  work- 
up is  needed,  the  initial  diagnosis  and  early  care  of  the  individual  is 
about  $100  to  $300.  However,  for  these  expenditures  we  can  expect 
capable,  taxpaying  citizens  from  four  out  of  five  epileptics. 


SECTION  XI 
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PROGRESS  REPORT  OF  THE  SPECIAL  STUDY  OF 
PROBLEMS  RELATING  TO  THE  EDUCATION  OF 
EMOTIONALLY  DISTURBED  CHILDREN  IN 
THE  PUBLIC  SCHOOLS 

SUMMARY  OF  FINDINGS 

1.  Educators  in  California  are  in  general  agreement  that  in  a  ma- 
jority of  the  State's  schools  there  are  children  with  emotional  disturb- 
ance who  present  problems  to  their  teachers,  their  classmates,  and  them- 
selves to  such  an  extent  as  to  interfere  wuth  the  progress  of  themselves 
and  of  other  children  in  school. 

2.  School  administrators,  psychologists,  counselors,  and  teachers  are 
not  in  common  agreement  as  to  what  constitutes  emotional  maladjust- 
ment in  a  school  setting  or  what  is  the  best  method  of  helping  children 
whose  disturbance  occurs  from  different  causes  and  in  varying  degrees. 

3.  The  incidence  of  emotional  disturbance  among  children  is  var- 
iously reported  by  teachers  and  school  administrators,  this  factor  being 
dependent  upon  the  definition  used  in  describing  emotional  disturbance 
or  maladjustment. 

4.  Because  of  an  emotional  disturbance  that  prevents  learning,  many 
children  are  unable  to  take  full  advantage  of  educational  opportunities 
offered  to  them.  The  behavior  pattern  of  these  children  will  vary  from 
extreme  aggressiveness  to  extreme  withdrawal.  The  disturbances  caused 
by  an  aggressive  child  reduce  the  effectiveness  of  teaching  for  all  chil- 
dren and  consume  a  large  portion  of  the  teacher's  time.  For  this  reason 
teachers  are  more  inclined  to  be  concerned  about  the  aggressive  child 
and  incidents  of  aggressiveness  are  more  frequently  reported. 

5.  There  are  many  possible  causes  for  maladjustment  of  children: 

a.  Organic  causes : 

Maladjustment  may  result  directly  from  organic  brain  damage 
and  indirectly  from  conflicts  arising  out  of  physical  disabilities. 

b.  Environmental  causes : 

Family  and  parent-child  relationships,  cultural  conflicts,  economic 
stress,  and  minority  group  tensions,  when  combined  with  the  com- 
plexities of  our  highly  mechanized,  centralized,  and  depersonalized 
culture,  often  cause  maladjustment. 

Although  the  causes  of  emotional  disturbance  may  be  environmental, 
organic  or  both,  the  results  produce  changes  in  personality  organization. 
Therefore  it  is  possible  despite  negative  environmental  factors  to  help 
children  gain  some  insight  into  their  feelings  and  be  better  able  to 
handle  their  proble7ns. 
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6.  Any  successful  program  of  assistance  to  these  children  will  depend 
to  a  large  degree  upon  early  identification  of  their  problem.  Early  recog- 
nition of  the  symptoms  of  serious  maladjustment  is  believed  essential 
if  a  program  of  adjustment  or  treatment  is  to  be  successful  in  prevent- 
ing or  modifying  the  development  of  aggressive  antisocial  behavior  or 
withdrawal  into  mental  illness. 

7.  It  is  generally  recognized  that  delinquent  behavior  in  all  forms, 
with  rare  exceptions,  results  from  social  and/or  emotional  maladjust- 
ment. Delinquency  is  a  legal  term  generally  indicating  violation  of  laws 
protecting  persons  or  property.  AVhen  antisocial  behavior  has  devel- 
oped to  the  point  where  the  child  must  be  treated  as  a  delinquent,  it  is 
usually  extremely  difficult  to  substantially  modify  the  child's  pattern 
of  behavior  through  the  treatment  or  adjustment  facilities  available  to 
the  public  schools. 

8.  Existing  programs  in  public  schools  vary  widely,  from  24-hour 
programs  under  the  courts'  jurisdiction  maintained  for  delinquent  chil- 
dren by  the  counties,  to  programs  involving  specialized  counseling,  ad- 
justment classes,  and  special  classes  for  children  medically  diagnosed 
as  brain-damaged  and  described  as  neurophrenic — the  neurophrenic 
child  being  one  with  organic  brain  damage  which  has  affected  the  be- 
havioral response  of  the  child  even  though  no  motor  impairment  is 
visible. 

9.  The  high  incidence  of  maladjustment  reported  by  teachers  may 
indicate  that  greater  emphasis  should  be  placed  on  the  training  of  all 
teachers  in  the  identification  and  understanding  of  the  emotional  prob- 
lems of  children. 

10.  The  brain-damaged  or  neurophrenic  child,  as  established  by  med- 
ical diagnosis,  has  been  treated  in  certain  school  districts  as  a  physically 
handicapped  child  and  two  experimental  special  classes  for  them  have 
been  established. 

11.  There  does  not  appear  to  be  a  clear  understanding  or  agreement 
between  representatives  of  education  and  the  Department  of  Mental 
Hygiene  as  to  the  responsibility  of  each  agency  with  respect  to  the  emo- 
tionally disturbed  child  of  school  age.  The  public  schools  represent  a 
strategic  resource  for  helping  emotionally  disturbed  children  because  al- 
most all  children  go  to  school.  Since  the  school  has  a  legal  responsibility 
to  provide  education  and  since  the  emotionally  disturbed  child  has  a 
learning  problem,  the  responsibility  and  the  problem  cannot  be  arbi- 
trarily separated. 

12.  A  program  of  general  mental  health  for  the  State  or  community 
cannot  be  considered  apart  from  a  program  for  emotionally  disturbed 
children  in  our  public  schools. 

13.  From  the  point  of  view  of  the  taxpaying  public  it  may  not  be 
particularly  important  which  agency  carries  out  any  aspect  of  a  pro- 
gram designed  to  meet  the  needs  of  emotionally  disturbed  children.  It 
is  recognized,  however,  that  any  agency  given  the  responsibility  of  pro- 
viding a  service  must  budget  adequately  for  the  cost  of  the  service.  It  is 
also  recognized  that  programs  of  co-operation  between  agencies  may  be 
ineffective  unless  personnel  is  provided  for  carrying  out  the  functional 
provisions  of  the  co-operative  agreement. 

14.  Although  the  evidence  presented  to  the  committee  constitutes  a 
strong  case  for  the  recognition  of  the  emotionally  disturbed  child  as  a 
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special  problem  in  education,  there  appears  to  be  a  major  problem  in 
securing  agreement  as  to  what  constitutes  emotional  disturbance  and 
how  adjustment  services  can  be  provided  such  children. 

An  emotionally  disturbed  child  is  one  whose  behavior  deviates  so 
markedly  over  a  period  of  time  from  the  usual  acceptable  pattern  of 
school  behavior  that  it  interferes  seriously  with  his  social  relationships 
in  his  home,  school,  and  neighborhood  and  with  his  academic  progress. 

During  hearings  held  in  1952,  1954,  1956,  1957,  and  1958,  the  com- 
mittee heard  testimony  from  many  witnesses  concerning  the  problem  of 
emotionally  disturbed  children.  The  witnesses  represented  many  public 
and  private  agencies,  of  which  most  were  educational. 

The  schools  have  been  concerned  with  emotionally  disturbed  children 
primarilj^  because  they  present  serious  learning  and  behavior  problems 
in  the  classroom,  consuming  a  disproportionate  amount  of  the  teacher 's, 
counselor's,  and  principal's  time.  Moreover,  the  problems  of  many  of 
these  children  make  learning  difficult  not  only  for  themselves  but  for  all 
their  classmates. 

A  majority  of  school  administrators  recognize  the  problem  of  emo- 
tionally disturbed  children  in  their  schools  and  are  in  agreement  as  to 
the  need  for  early  identification  and  treatment  of  these  children  in 
order  to  prevent  their  problems  from  increasing  in  number  and  se- 
verity in  adolescence  and  adulthood.  However,  educators  hold  divergent 
views  regarding  what  are  the  proper  answers  to  the  following  questions : 

1.  What  constitutes  emotional  disturbance? 

2.  How  can  emotionally  disturbed  children  be  identified? 

3.  What  is  the  extent  of  maladjustment  in  the  schools? 

4.  What  kind  of  program  should  be  provided  to  prevent  or  modify 
emotional  disturbance  of  children  in  school? 

5.  What  is  the  school's  responsibility  for  the  treatment  of  emotional 
problems  of  children  in  school? 

Since  their  appeared  to  be  few  areas  of  general  agreement  con- 
cerning these  points  and  little  information  concerning  the  cost  or  need 
for  state  assistance  to  meet  the  educational  costs,  the  committee,  in 
1954,  recommended  that  the  Legislature  appropriate  funds  for  the  use 
of  the  State  Department  of  Education  to  study,  in  co-operation  with 
county  and  city  school  districts,  the  problem  of  the  education  of 
emotionally  handicapped  children,  and  Senate  Bill  No.  1031  was  intro- 
duced, which  proposed : 

1.  That  programs  now  in  operation  in  school  districts  and  counties 
be  studied  in  order  to  secure  answers  to  the  following  questions : 

a.  How  are  schools  defining  an  ''emotionally  disturbed  child"? 

b.  What  standards  or  regulations  are  used  in  the  placement  or  non- 
placement  of  emotionally  disturbed  children  in  the  programs? 

e.  What  is  the  ratio  of  emotionally  disturbed  children  to  the  total 
school  enrollment? 

d.  What  part  of  the  total  number  of  emotionally  disturbed  children 
is  served  by  the  programs? 

e.  How  much  are  they  costing  the  schools? 

f.  What  administrative  difficulties  are  encountered? 

g.  To  what  extent  are  the  programs  effective  in  assisting  emotionally 
disturbed  children  to  resolve  their  problems? 


178  EDUCATION    AND   REHABILITATION   OF    THE   HANDICAPPED 

In  addition  to  answering  the  above  questions,  it  was  hoped  that  such 
a  study  would  provide  some  guidance  on  what  steps  the  school  might 
realistically  take  to  lessen  the  incidence  of  emotionally  handicapped 
children  and  adults. 

2.  That  pilot  programs  be  studied  and  developed. 

In  addition  to  providing  for  the  evaluation  of  present  programs,  the 
legislation  was  designed  to  help  school  districts  establish,  maintain, 
and  evaluate  three  different  types  of  pilot  programs.  These  programs 
were  to  be  in  operation  for  a  period  of  two  years  in  three  different 
school  districts,  aiming  at  securing  answers  to  the  following  questions: 

a.  Can  diagnostic  standards  be  developed  and  employed  for  identify- 
ing emotionally  disturbed  children? 

b.  Are  programs  designed  for  the  younger  child  more  effective  than 
those  for  the  older  child? 

c.  Is  there  measurable  evidence  that  one  kind  of  program  is  superior 
for  some  or  all  emotionally  disturbed  children? 

d.  What  is  the  relationsliip  of  early  identification  of  emotionally  dis- 
turbed children  to  the  ease  of  their  rehabilitation? 

e.  What  costs  are  incurred  in  each  of  the  programs? 

f.  Considering  administrative  and  financial  problems  and  the  de- 
gree of  effectiveness  of  the  program,  is  it  feasible  for  schools  to 
consider  establishing  some  or  all  of  these  programs  for  emotionally 
disturbed  children  ? 

The  bill  was  not  passed  by  the  Legislature  chiefly  because  of  lack  of 
organized  support  from  educators'  or  parents'  groups.  Unlike  the  par- 
ents of  physically  handicapped  and  mentally  retarded  children,  who 
are  able  to  mobilize  their  energies  to  secure  passage  of  legislation  and 
educational  aid  for  their  children,  the  parents  of  emotionally  disturbed 
children  often  appear  not  to  recognize  their  children's  problems  and 
are  not  often  socially  motivated.  Any  action,  therefore,  to  provide  an 
educational  program  for  emotionall}^  disturbed  children  will  require 
the  sponsorship  of  other  citizens  and  those  professional  persons  con- 
cerned with  the  general  problem  of  mental  health. 

TERMINOLOGY  USED  IN  THIS  REPORT 

Concepts  of  emotional  disturbance  and  some  of  its  related  terms 
differ  among  educators,  psychologists,  and  other  professional  groups 
concerned  with  maladjustment  of  children. 

In  order  that  there  may  be  a  common  understanding  of  the  terms 
used  in  this  report,  the  following  definitions  are  given : 

Emotionally  Disturbed.  An  emotionally  disturbed  child  is  one 
whose  behavior  deviates  so  markedly  over  a  period  of  time  from  the 
usual,  acceptable  pattern  of  school  behavior  that  it  interferes  seriously 
with  his  social  relationships  in  Lis  home,  school,  and  neighborhood  and 
with  his  academic  progress. 

Maladjustmeni.  Maladjnstment  is  a  generic  term  synonymous  with 
emotional  disturbance  which  refers  to  an  individual's  inability  to  relate 
satisfactorily  to  his  social  and/or  physical  environment. 

Educationally  Retarded.  Educationally  retarded  children  are  those 
whose  achievement  is  significantly  below  that  of  children  of  similar 
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mental  age.  Educational  retardation  may  be  due  to  retarded  develop- 
ment, illness,  emotional  difficulties,  specific  disabilities,  or  other  factors. 
In  most  cases,  educational  retardation  is  used  to  describe  children  of 
normal  or  above  normal  intelligence  whose  educational  achievement  is 
one  or  more  years  below  that  of  an  average  child  of  the  same  age.'' 

Abnormal.  "The  term  abnormal  is  usually  used  to  describe  chil- 
dren who  deviate  significantly  from  the  average  in  areas  other  than 
intelligence.  Abnormal  usually  indicates  a  deviation  from  the  normal 
in  behavioral  areas. ' '  ^ 

Mental  Disorder — Mental  Illness.  Mental  disordci-  and  mental  ill- 
ness refer  to  any  severe  psychological  disturbance  including  the  major 
mental  disorders  generally  classified  as  psychoneuroses  or  psychoses. 

Psychoneurosis — Neurosis.  These  terms  are  used  synonymously  by 
most  authors.*^  A  psychoneurosis  is  defined  as  "a  disorder  of  behavior 
due  to  emotional  tension  resulting  from  frustrations,  conflicts,  repres- 
sions, or  marked  insecurity, ' '  ^  The  difference  between  a  psychoneurosis 
and  a  psychosis  is  chiefly  one  of  degree  of  severity.  In  ability  to  func- 
tion as  an  organized  social  being  the  neurotic  is  only  partially  incapaci- 
tated, the  psychotic  individual  is  totally  disabled.*^ 

Psychosis.  A  psychosis  is  a  major  mental  disorder  or  what  is  com- 
monly called  insanity.  "A  psychosis  is  distinguished  from  other  per- 
sonality disorders  principally  in  that  it  is  marked  by  relatively  severe 
abnormalities  of  behavior.  The  most  outstanding  deviations  may  be 
listed  as  follows:  (1)  the  individual  is  so  profoundly  disturbed  that  he 
is  unable  to  adjust  himself  to  the  requirements  of  everyday  life;  (2)  he 
is  more  or  less  out  of  touch  with  reality;  (3)  he  may  manifest  such 
severe  symptoms  as  delusions,  hallucinations,  stupor,  incoherence,  and 
violent  reactions;  (4)  usually  he  lacks  insight  concerning  the  patho- 
logical nature  of  his  symptoms  and  disabilities;  and  (5)  his  behavior 
may  be  injurious  to  himself  or  others.  In  most  instances  he  must  be 
placed  under  supervision  or  in  a  mental  hospital. ' '  ^ 

Delinquency.  Delinquency  is  a  legal  term  referring  to  violations  by 
minors  of  laws  usually  relating  to  persons  and  property.  Stealing,  de- 
struction of  property,  sex  offenses,  and  traffic  violations  are  the  more 
common  offenses  of  delinquent  children. 

Treatment.  The  word  "treatment"  in  this  report  refers  to  any 
planned  procedures  by  which  professional  workers  have  sought  to 
modify  the  behavior  or  adjustment  of  a  child.  It  should  not  be  used 
interchangeably  with  the  term  "therapy"  in  a  medical  sense. 

Psychotherapy.  Psychotherapy  is  that  form  of  therapy  which  em- 
ploys psychologic  methods  in  the  treatment  of  personality  disorders. 
Methods  of  psychotherapy  have  in  the  past  been  used  exclusively  by 
clinicians.  Some  of  the  principles  of  psychotherapy  are  now  being  in- 
corporated by  the  schools  into  tlie  teaching  methods  for  all  children 
and  the  techniques  for  handling  the  problems  of  emotionally  disturbed 
children. 


»  Eli  M.  Bower,  The  School  Psychologist,  Bulletin  of  the  California  State  Department 
of  Education,  Vol.  XXIV,  No.  12,  Nov.,  1955,  Sacramento,  p.  26. 

^Ihid.  p.  26. 

•^  Louis  P.  Thorpe,  The  Psychology  of  Mental  Health,  The  Ronald  Press  Co.,  New 
York,  1950.  p.  377. 

^IMd.  p.  376. 

®  Louis  P.  Thorpe,  The  Psychology  of  Mental  Health,  The  Ronald  Press  Co.,  New 
York,   1950.  p.  417. 
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INCIDENCE  OF  EMOTIONAL  DISTURBANCE  AMONG 
SCHOOL  CHILDREN 

Present  estimates  of  the  number  of  children  with  emotional  or  be- 
havioral problems  reflect  the  variability  of  the  concept  of  maladjust- 
ment. Even  when  limited  by  a  definition,  estimates  of  incidence  may 
vary  widely,  as  shown  by  the  results  of  a  questionnaire  used  by  the 
committee  in  soliciting  information  on  this  point. 

As  a  preliminary  step  in  securing  information  for  the  committee 
hearings,  the  questionnaire  was  mailed  to  210  California  school  admin- 
istrators selected  from  the  more  populated  areas  of  the  State. 

The  committee  used  the  definition  of  emotional  disturbance  given 
above. 

One  of  the  questions  asked  was :  What  percent  of  the  children  in  your 
district  would  require  a  special  program  because  of  emotional  problems  ? 

Eighty-two  questionnaires  were  returned  and  67  gave  estimates  of 
the  incidence  of  emotional  disturbance  among  children  in  their  dis- 
trict. The  67  answers  received  were  distributed  as  shown  in  the  fol- 
lowing table : 

Number  of  Questionnaires  Returned  Indicating  the  Estimated  Percent  of 

Children  in  School  Who  Would  Require  a  Special  Class  or 

Program  Because  of  Emotional  Disturbance 

Estimated  'Niimljer  in      Estimated  Niimier  in 

percent  interval  percent  interval 

67  5  to  6  percent 4 

—  6  to  7  percent 1 

0  to  1  percent 21  7  to  8  percent 6 

1  to  2  percent 12  8  to  9  percent 0 

2  to  3  percent 9  9  to  10  percent 2 

3  to  4  percent 7  Over  20  percent 2 

4  to  5  percent 3 

Most  of  the  estimates  were  based  on  the  number  of  referrals  to  child- 
guidance  services  and  a  few  on  school  surveys  of  teacher  ratings.  Others 
reported  that  their  estimates  were  based  upon  enrollment  in  adjust- 
ment classes,  jiwenile-court  statistics,  national  averages,  or  just  guesses. 

Although  estimates  were  based  on  different  evidence,  slightly  over 
half  of  those  who  gave  an  estimate  believed  that  less  than  2.5  percent 
of  their  school  population  would  require  a  special  program  for  emo- 
tionally disturbed  children.  This  estimate  appears  to  be  low  compared 
with  other  studies  of  incidence. 

Since  mental  illness  in  adults  is  believed  in  many  instances  to  have 
its  origin  in  early  childhood,  estimates  of  mental  illness  in  the  general 
population  may  be  expected  to  have  a  more  or  less  direct  relationship 
to  emotional  problems  among  children  of  school  age. 

The  following  estimates  of  the  incidence  of  mental  illness  in  the 
United  States  are  quoted  by  Albert  Deutsch :  '^ 

"An  estimated  9,000,000  Americans  suffer  from  some  form  of  mental 
illness  requiring  treatment. 

"About  1,500,000  children  now  enrolled  in  our  elementary  and  sec- 
ondary schools  are  fated  to  spend  part  of  their  lives  in  mental  hos- 
pitals if  the  present  rate  of  mental  breakdown  continues. 

»  Albert  Deutsch,  Challenges  for  Orthopsychiatry :  Community  Perspectives,  American 
Journal  of  Orthopsychiatry,  Vol.   XXVI,  No.   4,  October,   19  56. 
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''The  600,000  patients  now  in  mental  hospitals  represent  less  than 
half  of  those  requiring  hospitalization  according  to  conservative  esti- 
mates. ' ' 

A  recent  study  (1956)  by  Dr.  Benjamin  Pasamanick,  Professor  of 
Psychiatry  at  Ohio  State  University,  involving  12,000  persons  found 
that: 

"Approximately  one-tenth  of  the  urban  population  have  one  or 
more  of  the  relatively  well  defined  mental  disorders." 

CAUSES  OF  EMOTIONAL  DISTURBANCE  AMONG  CHILDREN 

An  understanding  of  emotional  disturbance  is  based  upon  a  knowl- 
edge of  the  causal  factors  of  behavior  and  upon  one's  concept  of  nor- 
mality in  behavior. 

Theories  of  why  human  beings  behave  as  they  do  have  changed  for 
the  most  part  in  the  past  30  years  from  the  belief  that  most  of  man's 
tendencies  to  act  are  biologically  inherited  or  the  result  of  "instincts" 
to  the  idea  that  there  is  no  single  determinant  of  behavior,  normal  or 
abnormal.  Scientists  now  generally  recognize  that  all  human  beings 
have  certain  organic  and  psychological  needs  or  "drives"  and  that  the 
individual's  way  of  satisfying  them  is  determined  by  all  the  factors 
making  up  the  person  and  the  circumstances  of  his  physical  and  social 
environment.  The  factors  generally  accepted  as  important  in  influenc- 
ing behavior  are  quoted  in  abbreviated  form  from  Rogers :  '^ 

I.  Hereditary  factors. 

Size,  physical  constitution,  intellectual  equipment,  and  inherited 
tendencies  toward  unstable,  neurotic,  or  psychotic  behavior  may 
limit  the  individual's  physical  and  intellectual  development,  and 
his  behavior. 

II.  Organic  factors. 

1.  Subtle  glandular  imbalances,  often  hereditary  in  their  origin, 
may  be  a  cause  of  one  child's  listless,  overly  docile  behavior, 
and  of  another's  alert,  hyperactive,  and  consequently  annoying 
behavior.  The  most  cautious  research  finds  ample  reason  to 
believe  that  glandular  maladjustment  is  a  most  important 
factor  in  determining  deviations  from  normal  behavior. 

2.  Nutritional  deficiencies  in  the  quantity  of  food  or  in  any  one 
of  the  vital  food  substances  may  produce  behavior  and  person- 
ality symptoms,  such  as  irritably  or  apathy.  In  various  ways 
the  subtle  aspects  of  body  chemistry  influence  personality 
traits  and  behavior. 

3.  The  influence  of  illness  is  significant:  epilepsy,  encephalitis, 
and  chorea  directly  affect  behavior.  The  indirect  effects  of  ill- 
ness such  as  increased  desire  for  attention,  resistance  to  normal 
responsibility,  and  the  infantilizing  tendency  of  bed  care  are 
known  to  every  parent  and  physician. 


"Rogers,  Carl  R.,  The  Clinical  Treatment  of  the  Problem  Child.  Cambridge:  Houghton 
Mifflin  Company,  The  Riverside  Press,  1939,  pp.  4-11. 
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III.  The  family. 

The  family  is  first  in  importance  among  environmental  factors  in- 
fluencing the  individual's  behavior.  Tbe  emotional  attitude  of  the 
parents  toward  the  child's  birth  and  tl.e  degree  of  secure  affection 
which  he  finds  in  the  family  life,  ttie  attitude  of  the  parents 
toward  growth  and  development  of  independence,  the  relationship 
of  the  parents  to  each  other,  unwise  or  unwholesome  discipline, 
sibling  rivalry,  the  ideals  and  standards  of  the  home — all  of  these 
factors  may  affect  the  child's  behavior  even  more  than  the  ideals 
of  his  companionship  group. 

lY.  Cultural  and  social  influences. 

Anthropological  and  sociological  research  have  demonstrated  how 
the  pressure  of  cultural  traditions  and  beliefs  of  the  social  group 
conditions  behavior.  A  boy  who  lives  in  the  midst  of  disintegrating 
social  influences  is  much  more  likely  to  become  a  delinquent  than 
a  boy  who  lives  in  a  stable  social  environment.  "Within  the  home 
the  economic  level  of  the  family  has  its  effect  upon  the  conduct 
of  children.  The  child 's  behavior  is  also  influenced  by  the  attitudes 
and  actions  of  his  own  companionship  group.  Some  investigators 
believe  that  such  influence  is  second  only  to  the  family  in  de- 
termining behavior.  A  child  tends  to  be  as  honest,  deceitful, 
delinquent  or  nondelinquent  as  the  group  of  his  companions. 

V.  Needs  of  the  organism. 

Psychologists  and  sociologists  differ  in  their  classification  of  these 
fundamental  need*,  wishes,  or  drives  as  they  are  called.  The  human 
being  as  an  organism  has  certain  basic  needs.  Most  lists  include : 

1.  The  need  for  affectional  response.  This  includes  the  need  for 
recognition,  the  desire  for  parental  and  other  affection,  and 
the  desire  in  the  mature  individual  for  sexual  response  from 
a  mate. 

2.  The  need  to  achieve — to  obtain  the  satisfaction  which  comes 
from  accomplishment  and  having  added  to  one's  sense  of  self- 
esteem. 

3.  The  need  to  maintain  physical  well  being. 

A  classification  of  the  forces  influencing  behavior  cannot  convey 
■'the  complex  interaction  and  reaction  of  these  forces  within  the  ex- 
perience of  the  individual  which  mold  and  shape  and  change  the  pat- 
terns of  behavior.  Behavior  problems  (therefore)  are  not  to  be  at- 
tributed to  any  one  cause  or  group  of  causes. ' '  * 

In  studies  invoh'ing  a  thorough  statistical  analysis  of  the  conditions 
reported  among  243  maladjusted  children  and  of  the  frequencies  of 
various  conditions  in  391  maladjusted  children  compared  with  an  equal 
number  of  normal  children.  Burt  and  Howard  come  to  the  following 
conclusions:  "There  is  little  evidence  of  homogeneity  in  the  malad- 
justed group,  but  one  bipolar  factor  indicates  a  broad  classification 
into  environmental  conditions  and  personal  conditions  respectively, 
with  another  sugsresting  a  cross  classification  into  intellectual  and  emo- 


•Ro^ers,  Carl  R.,  op.  cit.,  pp.  11-12. 
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tional  conditions.  Judged  by  a  correlational  study  of  tlie  maladjusted 
and  normal  groups,  a  wide  variety  of  conditions  shows  significant  cor- 
relation Avith  maladjustment.  The  important  appear  to  be  the  follow- 
ing: (1)  in  the  school,  the  presence  of  an  uncongenial  teacher,  the 
assignment  to  a  class  where  the  work  is  too  difficult;  (2)  in  the  home, 
lack  of  affection,  overstrict  discipline,  presence  of  a  step-  or  foster- 
mother,  death  of  the  child's  own  mother,  drunken  parents,  illegitimacy, 
and  lack  of  adequate  facilities  for  recreation;  (3)  as  regards  intellec- 
tual characteristics,  general  educational  backwardness,  often  (thougli 
not  always)  the  result  of  innate  intellectual  disability,  either  general 
or  specific;  (4)  as  regards  emotional  characteristics,  general  emotional 
instability,  excessive  extra  version,  excessive  introversion  (often  ac- 
companied by  anxiety  states,  conflicts  or  feelings  of  inferiority)  and 
(among  older  children)  adolescent  instability.  There  are  appreciable 
variations  according  to  age,  locality,  and  social  class. ' ' " 

The  concept  of  emotional  disturbance  is  a  relative  term  resting 
heavily  on  the  definition  of  normality.  This  is  a  difficult  term  to  define 
since  "there  is  no  one  standard  of  normality  that  can  be  api)lied  equally 
to  all  times  and  all  places  and  cultures.  The  criteria  of  normality  must 
also  varj^  from  individual  to  individual."  ^  Normal  behavior  is  a  relative 
concept  differing  from  that  of  ahnormal  more  in  degree  than  in  kind. 

"Probably  most  individuals  are  at  least  slightly  maladjusted  many 
times  during  their  lives,  and  more  severely  so  at  less  frequent  intervals, 
even  though  they  may  be  said  to  be  relatively  normal  most  of  the  time. 
What  is  considered  normal  or  abnormal  behavior  is  also  relative  to  such 
factors  as  health,  intelligence,  the  community  in  which  one  resides,  the 
groups  with  which  one  associates,  and  the  requirements  of  various 
situations.  Political,  economic,  religious,  racial,  cultural,  and  social 
factors  all  play  a  role,  to  a  greater  or  lesser  extent,  in  determining  the 
degree  of  normality  of  an  individual 's  behavior. ' '  ^ 

Moreover  (in  children),  "behavior  which  at  one  age  is  normal  may 
be  a  sign  of  maladjustment  if  it  persists  when  the  child  grows  older. 
A  good  example  of  this  is  the  temper  tantrum,  normal  in  the  2-  to 
3-year-old  child,  but,  at  least  in  its  primitive  form,  a  serious  sign  of 
maladjustment  in  a  10-yea.r-old.  Even  here  judgement  is  not  simple. 
We  lack  objective  norms  of  behavior  and  social  development  for  normal 
children  by  which  deviations  may  be  judged."^ 

Efforts  to  identify  emotional  disturbance  in  the  school  population 
further  illustrate  that  the  concept  of  emotional  disturbance  is  a  variable 
one.  Some  studies  indicate  that  teachers  tend,  understandably,  to  select 
children  who  are  behavior  problems  in  class  as  being  maladjusted  be- 
cause they  fail  to  conform  satisfactorily  to  the  classroom  situation. 
Many  of  these  children,  however,  are  passing  through  a  phase  of  diffi- 
culty which  is  temporary  and  they  readjust  later  without  help.  Some 
may  be  reacting  against  the  personality  of  the  teacher,  and  "symp- 
toms" pass  when  they  are  placed  with  another  teacher;  some  are 
difficult  for  other  causes  of  a  transitory  nature  outside  the  knowledge 

*  C.  Burt  and  M.  Howard,  "The  Nature  and  Causes  of  Maladjustment  Among  Children 
of  School  Age,"  Brit.  Journ.  Psych.  Stat.  Vol.  V,  Pt.  I,  March,  1952,  auoted  in 
W.  D.  Wall.  op.  cit.,  p.  3. 

»>  Percival  Symonds,  Human  Drives,  Journal  of  Ed.  Psych.  1934,  25:681-94,  quoted  in 
Louis  P.  Thorpe,  op.  cit..  p.   115. 

«  Louis  P.  Thorpe,  op.  cit.,  p.  115. 

•"W.  D.  Wall,  Eclucatioti  and  Mental  Health,  UNESCO,  Paris,  France,  1955,  p.  241. 
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of  the  school.''  ' '  On  the  other  hand,  children  whose  behavior  is  marked 
by  excessive  conformity,  timidity,  shyness,  or  inhibition  may  escape 
the  teacher's  notice  or  be  regarded  as  model  pupils.  The  psychologist, 
preoccupied  with  the  long  process  of  development  and  less  personally 
involved  with  the  children,  considers  maladjustment  more  in  terms  of 
its  ultimate  outcome  in  development  rather  than  its  present  conven- 
ience or  inconvenience.  Therefore,  he  is  likely  to  evaluate  irritating 
behavior  in  terms  of  the  total  problem  and  to  stress  particularly  any 
signs  which  suggest  that  the  maladjustment  shows  itself  not  merely 
in  the  classroom,  but  in  other  interpersonal  relationships  of  the  child. 
Moreover,  he  is  likely  to  attempt  the  distinction  between  maladjustment 
which  is  an  immediately  unfavorable  reaction  to  the  environment  and 
that  which  arises  from  a  deviation  in  emotional  growth  in  the  past. 
Maladjustment  for  which  no  pattern  of  behavior  appears  to  have  been 
established  may  be  eliminated  by  the  appropriate  action  of  an  under- 
standing teacher  or  counselor;  maladjustment  which  appears  to  have 
persisted  over  a  period  of  time  may  require  a.  long  process  of  re- 
education. ' '  ^ 

"Usually  maladjustment  is  of  slow  growth,  the  result  of  a  series  of 
wrong  turnings  which  progressively  bring  about  a  disequilibrium  be- 
tween the  resources  of  an  individual  and  the  demands  of  his  society. 
In  all  such  cases  the  reaction  of  the  individual  begins  by  being  normal 
and  the  abnormality  is  in  the  environment — that  is,  either  the  environ- 
ment is  frankly  unsatisfactory  and  does  not  provide  what  a  child  needs 
for  growth,  or  it  makes  demands  which  the  child 's  stage  of  growth  does 
not  enable  him  to  meet. ' '  ^ 

The  cogent  implication  to  the  schools  of  even  our  incomplete  knowl- 
edge of  emotional  disturbance  and  the  waste  of  people  in  hospitals 
and  prisons  is  that  if  sjTuptoms  of  maladjustment  could  be  recognized 
in  the  early  school  years,  and  the  causes  of  the  disturbance  understood, 
the  school  may  be  able  to  prevent  or  arrest  the  further  development 
of  emotional  disturbance. 

Classification  of  Emotionally  Disturbed  Children  Based  on  Causal  Factors 

Studies  of  the  causes  and  nature  of  emotional  maladjustment  indi- 
cate that  there  is  little  homogeneity  in  the  classification  of  types  of 
emotional  disturbances.  However,  for  the  purpose  of  planning  an  edu- 
cational program  it  seems  desirable  to  classify  broadly  emotional  dis- 
turbance on  the  basis  of  the  principal  causal  factors : 

Group  1.  Physically  handicapped  and  mentally  retarded  children 
with  noticeable  limitations  which  may  be  the  basic  cause  of  their  dis- 
turbance. California  schools  have  established  special-education  pro- 
grams for  blind  and  partially  sighted,  deaf,  and  hard-of-hearing,  cere- 
bral palsied,  orthopedically  handicapped,  and  the  moderately  and 
severely  (but  trainable)  mentally  retarded.  Since  these  classes  are 
reduced  in  size  and  have  specially  trained  teachers,  it  may  be  that  they 
are  better  able  to  deal  with  the  emotional  problems  that  occur  within 
each  group. 

Group  II.  Children  comprising  a  much  smaller  group  who  are  not 
eligible  for  state  aid  to  the  physically  handicapped  but  have  a  neu- 

»7bid.,  p.  241. 

•>  W.  D.  Wall,  Education  and  Mental  Health,  UNESCO,  Paris,  France,  1955,  p.  241. 

'Ibid.,  p.  235. 


EDUCATION   AND    REHABILITATION    OF    THE   HANDICAPPED  185 

rological  impairment  (caused  by  brain  damage)  as  the  result  of  injury, 
illness,  or  unknown  cause,  the  main  outward  symptoms  of  which  are 
emotional  or  behavioral;  for  example,  the  post-encephalitic,  certain 
epileptics,  and  some  with  cerebral  tumor  or  cerebral  lesions  would  be  in- 
cluded in  this  group.  The  organic  basis  of  the  disturbance  of  these 
children  has  only  recently  begun  to  be  recognized  in  the  school.  "It 
requires  special  skill  to  diagnose  the  brain-injured  child.  The  ordinary 
neurological  examination  applicable  to  the  adult  is  not  sufficient  when 
dealing  with  a  child.  It  is  for  this  reason  that  many  cases  of  organic 
disease  in  children  are  overlooked.  A  neurological  examination  of  a 
child  is  not  complete  without:  (1)  a  detailed  medical  history;  (2)  an 
examination  of  the  way  the  child  relates  himself  to  his  environment 
in  general  and  to  adults  in  particular;  (8)  consideration  of  the  child's 
anxiety  and  his  way  of  dealing  with  it.  All  organically  disturbed  chil- 
dren suffer  profoundly  from  anxiety  because  of  physical  disorganiza- 
tion, difficulty  in  relating  themselves  to  reality  and  frustration  in 
achieving  normal  maturation."  * 

At  the  present  time  the  California  law  is  not  clear  as  to  the  eligi- 
bility of  such  neurologically  handicapped  children  for  the  benefits  of 
special-education  classes. 

Group  III.  Children  having  no  known  physical  or  intellectual  han- 
dicap whose  disturbance  is  founded  primarily  on  (1)  inadequate  family 
relationships  and/or  (2)  cultural  and  social  dislocation  or  maladjust- 
ment. 

This  group  probably  comprises  the  greatest  number  of  emotionally 
disturbed  children.  Included  among  them  are  a  small  number  of  psy- 
chotic or  very  severely  disturbed  children,  and  a,  small  number  of  chil- 
dren whose  most  apparent  symptom  of  disturbance  is  aggressive  and 
illegal  behavior  against  people  or  property.  These  latter  children  are 
classified  as  delinquents.  From  the  point  of  view  of  law  "delinquency" 
and  "crime"  refer  to  similar  offenses  but  are  distinguished  in  terms 
of  the  offender's  age. 

IDENTiFiCATION  OF  EMOTIONALLY  DISTURBED  CHILDREN 
IN  SCHOOL 

Initial  recognition  of  a.  behavior  problem  is  based  on  some  outward 
observable  symptom,  and  often  the  diagnosis  does  not  go  beyond  the 
symptom-classification  stage.  Any  teacher  or  school  person  can  make 
up  a  list  of  symptoms  as  he  observes  them.  The  following  list  of  symp- 
toms of  maladjustment  is  typical: 

1.  Disturbs  class; 

2.  Chronic  daydreaming; 

3.  Chronic  listlessness ; 

4.  Unusual  shyness; 

5.  Oversensitiveness ; 

6.  Chronic  nervousness; 

7.  Very  distractable ; 

8.  Explosive  behavior; 

9.  Unusual  impulsiveness ; 

a  Louis  A.  Lurie,  M.D.,  Psychopathic  Behavior  of  Idiopathic  Origin,  American  Journal 
of  Orthopsychiatry,  Vol.   23,   1953,  p.  225. 
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10.  Extreme  restlessness; 

11.  Extreme  overactivity; 

12.  Frequent  temper  tantrums; 

13.  Frequent  peculiar  remarks; 

14.  Often  confused; 

15.  Cries  often  and  easily; 

16.  Very  stubborn; 

17.  Very  unco-operative; 

18.  Disobedient; 

19.  Friendless; 

20.  Avoided; 

21.  Overweight-underweight ; 

22.  Poor  health; 

23.  Reading  disability; 

24.  Very  low  achievement  with  average  or  above  ability. 

In  order  to  know  the  kind  of  help  best  suited  to  the  child's  needs, 
the  school  must  know  not  only  the  facts  of  the  child's  personal  and 
school  history  including  behavior  symptoms,  but  also  the  significance 
of  these  facts  as  they  relate  to  the  causes  of  his  deviation  from  normal 
behavior.  "Only  when  this  level  of  diagnosis  is  reached  can  there  be 
any  indication  of  the  area  toward  which  treament  should  be  directed. 
The  fact-finding  and  classif3'ing  aspects  of  diagnosis  have  their  place, 
but  in  dealing  with  the  individual  child  there  must  be  a  diagnosis  which 
goes  deeper,  discovers  the  meaning  of  various  elements,  and  points  the 
way  toward  treatment.^ 

There  are  a  number  of  diagnostic  methods  in  current  use  by  some 
schools  such  as  the  evaluation  of  case  histories  and  numerous  person- 
ality tests  and  inventories.  Other  schools  may  not  use  any  objective 
system  of  diagnosis  in  planning  treatment  for  a  child  because  they 
may  not  find  any  of  the  known  methods  satisfactory,  thej'  may  not 
believe  that  such  diagnostic  tools  are  necessary  or  they  may  not  have 
the  facilities. 

The  differences  of  opinion,  uncertainties,  and  confusion  that  exist  in 
the  area  of  diagnostic  procedures  confirm  the  need  for  further  study 
of  the  problem  of  identification. 

SCHOOL  PROGRAMS  FOR  EMOTIONALLY  DISTURBED  CHILDREN 

Emotionally  disturbed  children  are  by  admission  of  many  California 
school  administrators  a  problem  of  some  degree  to  the  majority  of 
schools.  Adjustment  of  the  individual  child  in  school  is  one  of  the  pri- 
mary objectives  of  contemporary  education,  as  evidenced  by  such  activi- 
ties as  "educational  diagnosis,"  "curriculum  adjustment,"  "remedial 
teaching, ' '  and  ' '  guidance ' '  which  are  included  in  the  program  of  most 
schools.  However,  few  schools  have  developed  programs  to  adequately 
meet  the  needs  of  the  emotionally  disturbed  child. 

A  few  schools  have  developed  or  are  experimenting  with  special  ways 
of  helping  emotionally  disturbed  children.  Although  to  the  committee  "s 
knowledge  no  evaluation  has  been  made  of  these  programs,  it  is  believed 
that  careful  examination  of  methods  now  used  to  rnodifj^  or  change 
the  behavior  of  problem  children  may  reveal  certain  general  principles 

»  Rogers,  Cai'I  R.,  op.  cit.,  p.  17. 


EDUCATION   AND    REHABILITATION    OF    THE    HANDICAPPED  187 

the  validity  of  which  can  be  tested  by  further  research.  Scientific 
methods  may  thus  be  established  which  may  help  schools  to  plan  more 
effective  programs  for  emotionally  disturbed  cliildren.  It  is  also  be- 
lieved that  methods  developed  to  help  emotionally  disturbed  children 
can  also  be  used  to  improve  the  learning  of  all  children. 

As  a  result  of  the  committee's  questionnaire  that  was  mailed  to 
selected  school  administrators  and  the  testimony  presented  at  the 
committee  hearings  of  1956,  12  school  districts  reported  having  instruc- 
tion programs  specifically  designed  for  emotionally  disturbed  children ; 
15  districts,  although  indicating  that  they  had  special  programs  for 
emotionally  disturbed  children,  did  not  define  them  specifically.  Some 
of  the  latter  districts  indicated  that  their  programs  were  very  limited ; 
others  said  that  they  included  the  services  of  a  psychologist  who:  (1) 
administered  tests  and  attempted  to  determine  the  nature  and  degree 
of  the  child's  problems;  (2)  consulted  with  the  counselor  and  teacher 
in  helping  the  child  and  his  parents.  In  some  instances  a  social  worker 
who  worked  with  tlie  child  and  his  parents  was  included  on  the  guid- 
ance staff.  Included  in  some  of  the  programs  were  psychiatric-clinic 
services,  sometimes  cosponsored  by  the  school  and  a  community  service 
group.  Superintendents  of  62  districts  returned  questionnaires  indicat- 
ing that  they  had  no  special  program  for  disturbed  children. 

The  special  programs  reported  by  12  districts  may  be  classified  as 
follows : 

I.  Group  programs. 

A.  Adjustment  classes  (also  called  welfare  and  progress  classes). 
Six  districts  (a  total  of  114  classes)  operated  such  classes. 
The  San  Diego  City  Schools  had  developed  their  program  over 
a  period  of  30  years.  In  addition  to  individual  help  for  less 
severely  disturbed  children  (who  constituted  about  10  per- 
cent of  the  school  population),  the  San  Diego  schools  had 
established  approximately  50  special  "adjustment"  classes 
for  pupils  whose  emotional  problems  prevented  their  learn- 
ing in  regular  classes.  Approximately  1  percent  of  all  pupils 
were  in  this  group. 

B.  Experimental  classes  for  neurologically  impaired  children. 
San  Gabriel  School  District  and  Talos  Verdes  School  District 
had  one  class  each. 

C.  Experimental  group-activity  classes.  Four  districts  had  classes 
of  this  type.  The  YVillowbrook  School  District,  Los  Angeles 
County,  in  1953,  began  an  experimental  education  project 
patterned  after  the  activity-group-therapy  techniques  of  S.  R. 
Slavson. 

D.  Special  Schools.  One  district  reported  six  special  schools  for 
behavior-problem  pupils  of  junior  and  senior  high  school 
levels.  These  did  not  include  special  24-hour  schools  operated 
in  co-operation  with  the  county  probation  departments  for 
delinquent  children.  The  Los  Angeles  City  Schools  had  main- 
tained, for  the  previous  ten  years,  special  schools  for  "behav- 
ior-problem children"  at  the  junior  and  senior  high  school 
levels. 
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II.  Individual  programs. 

A.  Individual  remedial-reading  programs.  One  district  reported 
the  establishment  of  this  tjqDe  of  program  for  children  with 
reading  problems  that  are  believed  to  be  emotional  in  origin 
and  result  in  emotional  disturbance.  Covina  School  District 
had  adopted  an  individual  remedial-instruction  plan  for  chil- 
dren of  normal  intelligence  with  a  two-year  reading  retarda- 
tion and  persistent  behavior  problems. 

B.  Special  placement  of  emotionally  disturbed  children  in  regu- 
lar classrooms.  Three  districts  reported  the  use  of  this  proce- 
dure. The  Berkeley  City  Schools  had  developed  a  plan  for 
helping  convalescent  mentally  ill  children  to  recovery  by 
placing  them  individually  in  a  regular  elementary  class. 

A  few  districts  had  both  group  and  individual  programs  and  some 
districts  also  provided  psychiatric  consultative  services  to  pupil-per- 
sonnel staff  and  school  psychiatric-clinic  services.  The  latter  services 
were  reported  by  four  districts :  San  Diego,  Los  Angeles,  San  Francisco, 
and  Monrovia. 

EARLY  IDENTIFICATION  OF  EMOTIONAL  DISTURBANCE 

A  substantial  number  of  the  witnesses  appearing  before  the  Commit- 
tee stressed  the  importance  of  early  identification  of  the  emotionally 
disturbed  child.  Among  the  reasons  given  were:  (a)  the  possibility  of 
more  successful  treatment;  and  (b)  reduced  cost  to  the  school  district. 

A  study  begun  in  September,  1954,  by  the  State  Department  of  Edu- 
cation under  the  direction  of  Eli  M.  Bower,  Ed.  D.,  entitled  The  Early 
Indentification  of  Maladjusted  School  Children  may  prove  helpful  to 
the  schools  in  finding  the  emotionally  disturbed  child  at  the  onset  of 
his  problem  and  to  plan  a  program  for  early  adjustment  and  treat- 
ment. 

The  purposes  of  the  study,  in  addition  to  learning  what  characteris- 
tics differentiate  an  emotionally  disturbed  child  from  the  others,  in- 
cluded answers  to  the  following  questions:  (1)  To  what  extent  can 
teachers,  in  the  normal  routine  of  the  classroom,  identify  emotionally 
disturbed  children?  (2)  to  what  extent  will  the  judgment  of  the  teacher 
be  in  agreement  with  that  of  the  mental  health  expert?  (3)  how  many 
emotionally  disturbed  children  are  there  in  the  average  classroom?  (4) 
what  relationship  is  there,  if  any,  between  such  factors  as  intelligence, 
achievement,  socioeconomic  status,  and  emotional  disturbance? 

The  Method  Used  in  the  Study 

(1)  Selection  of  approximately  60  school  districts  and  offices  of 
county  superintendents  of  schools  where  the  services  of  a  social  worker, 
psychologist  or  psychiatrist  were  available.  (2)  Selection  by  the  clini- 
cian of  children  in  the  fourth,  fifth  or  sixth  grades  who  could  be  desig- 
nated as  "emotionally  disturbed."  (3)  Selection  of  classes  in  which 
one  or  more  of  the  designated  emotionally  disturbed  children  were 
enrolled  but  not  revealing  to  the  teachers  the  reason  for  the  selection. 
(4)  Gathering  and  recording  of  information  on  all  the  pupils  in  the 
class  by  the  teacher.  Information  included:  (a)  group  intelligence  test; 
(b)  reading  and  arithmetic  achievement  test;   (c)   personality  inven- 
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tory;  (d)  projective  sociogram;  (e)  absence  in  a  four-month  period; 
(f)  age-grade  relationship;  (g)  socioeconomic  status  as  indicated  by 
father's  occupation;  (h)  physical  status ;  (i)  adjustment  status. 

The  study  was  aimed  at  including  the  teacher  as  a  member  of  the  team 
responsible  for  early  identification  of  emotionally  disturbed  children 
and  later  as  the  person  who  might  use  the  data  obtained  to  best  advan- 
tage. It  was  thought  that  the  real  value  of  the  study  was  in  assisting 
teachers  to  assess  personality  development  as  part  of  the  job  of  helping 
children  to  learn. 

Many  more  teachers  than  were  necessary  for  the  study  volunteered. 
In  most  cases,  the  teachers  selected  were  perhaps  above  average  in 
ability  and  interest.  Originally  the  plan  was  to  use  approximately  100 
teachers  and  classes.  However,  200  were  used. 

As  a  first  step,  an  analysis  was  made  of  the  data  collected  to  deter- 
mine to  what  extent  each  kind  of  information  helped  to  differentiate 
the  emotionally  disturbed  child  from  other  children  in  his  class.  In  the 
final  phase  of  the  study,  the  information  which  significantly  differen- 
tiates the  emotionally  disturbed  child  will  be  weighted  in  proportion  to 
the  accuracy  with  which  it  can  be  used  to  isolate  the  emotionally  dis- 
turbed child. 

In  addition  to  meeting  the  more  immediate  purposes  of  the  study,  it 
may  produce  answers  to  some  of  the  following  questions :  To  what  extent 
is  a  teacher 's  perception  of  an  emotionally  disturbed  child  like  the  per- 
ception of  the  school  clinician  ?  To  what  extent  do  the  children  in  a  class 
identify  the  emotionally  disturbed  child  as  being  different?  How  do 
emotionally  disturbed  children  see  themselves  ?  What  are  the  differences 
in  the  patterns  of  maladjustment  between  emotionally  disturbed  boys 
and  emotionally  disturbed  girls?  Is  socioeconomic  status  a  factor?  Are 
emotionally  disturbed  children  over-age  in  their  class?  Do  they  gen- 
erally under-achieve  in  reading  and  arithmetic?  How  do  they  compare 
in  intelligence?  Are  they  likely  to  have  sight,  hearing  or  speech  diffi- 
culties? 

If  the  study  proves  useful  in  formulating  conclusions  regarding 
methods  of  identification,  then  certain  other  questions  might  be  an- 
swered. Could  the  amount  of  maladjustment  be  lessened  by  devoting 
inservice  training  programs  to  child  study  ?  Would  the  amount  of  mal- 
adjustment be  reduced  as  a  result  of  specific  mental  health  projects 
or  activities  aimed  at  helping  children  become  emotionally  mature? 
What  relationships  are  there  between  school  policies  such  as  grade 
placements,  reporting,  and  annual  promotion  and  the  amount  of  mal- 
adjustment? Are  there  valleys  and  peaks  in  the  mental  health  prob- 
lems experienced  by  children  as  they  progress  through  the  grades? 
What  effect  would  teacher  participation  in  the  process  of  early  identi- 
fication have  on  her  relationship  to  the  children  in  the  class  and  on 
her  own  understanding  of  the  behavior  problems  in  the  class?  Can 
such  participation  help  a  teacher  become  a  more  effective  inquirer? 
Is  it  possible  for  this  kind  of  participation  to  be  helpful  in  the  teacher- 
clinical  staff  relationship — that  is,  would  it  be  possible  for  this  process 
to  assist  in  developing  strong  teamwork  between  the  teacher  and  the 
guidance  staff? 

Some  of  the  implications  of  the  study  were  expected.  Others  are  sur- 
prising. A  few  of  these  implications  follow: 
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1.  Childreii's  judgment  of  other  children's  personality  are  surpris- 
ingly accurate  and  predictive. 

2.  Teachers'  judgements  of  emotional  disturbance  are  very  much 
like  the  judgment  of  clinicians. 

3.  Teachers  selected  a  greater  number  of  children  as  being  overly 
"withdrawn  or  timid  most  of  the  time  than  as  overly  aggressive 
or  defiant  most  of  the  time. 

4.  At  least  three  children  in  each  average  classroom  can  be  regarded 
as  having  emotional  problems  of  sufficient  strength  to  warrant  the 
appellation  "emotionally  disturbed  children." 

5.  The  differences  between  emotionally  disturbed  children  and  the 
others  seems  to  increase  with  each  grade  level. 

As  Dr.  Bower  says  in  the  chapter  "Implications  for  Teachers,"  the 
study  Early  Identification  of  Emotionally  Disturbed  Children,  was 
designed  to  secure  a  "psychological  thermometer"  that  might  be  used 
by  teachers  to  measure  the  mental  health  of  children  in  their  classes. 
This  "thermometer,"  like  a  clinical  thermometer,  was  to  be  one  that 
could  be  read  easily  and  could  indicate  with  reasonable  consistency 
and  accuracy  the  existence  of  emotional  disturbances.  It  must  be  re- 
membered that  thermometers  provide  only  one  kind  of  information 
about  an  individual's  condition  and  that  the  information  provided 
seldom  contributes  much  to  the  uncovering  of  the  condition  or  illness 
causing  a  fever.  Similarly,  the  use  of  the  materials  and  process  of  this 
stud}^  may  provide  a  teacher  a  more  accurate  and  safe  base  than  would 
subjective  feelings  for  communicating  her  need  for  help  from  special- 
ists. It  provides  the  interested  teacher  a  base  line  from  which  individual 
change  can  be  assessed.  For  most  teachers  who  are  active,  continuous 
inquiry  into  the  validity  of  their  own  judgments  provides  a  method 
for  evaluating  them. 

ACTION  OF  THE  1957  LEGISLATURE 

The  1957  report  of  the  Senate  Interim  Committee  on  Education  and 
Rehabilitation  of  Handicapped  Children  and  Adults,  chaired  by  Sena- 
tor James  J.  McBride,  documents  in  detail  (p.  97-125)  the  nature  and 
the  extent  of  the  problem  of  emotionalh^  disturbed  children  in  the 
public  schools.  This,  together  with  the  testimony  of  countless  witnesses 
before  the  committee,  the  pioneering  work  done  by  many  school  dis- 
tricts, and  the  initial  research  of  the  State  Department  of  Education 
on  the  early  identification  of  emotionally  disturbed  children  led  to  the 
passage  of  Senate  Bill  No.  62  in  the  1957  session  which  authorized  a 
research  project  on  emotionally  disturbed  children  in  the  public  schools. 
Introduced  by  Senators  McBride,  Teale,  and  Sutton,  it  was  passed  by 
the  Legislature  and  signed  by  the  Governor  on  July  15,  1957. 

The  legislation  provided  for  a  study  of  gifted  and  emotionally  dis- 
turbed children  in  the  public  schools  of  California.  The  sections  on 
emotionally  disturbed  children  authorizes  and  directs  the  Department 
of  Education  to  make  a  studj^  of  problems  relating  to  emotionally 
disturbed  children  to  include  but  not  necessarily  be  limited  to  the 
following : 

(a)  A  determination  of  criteria  to  be  used  in  identifying  emotionally 
disturbed  children. 
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(b)  Identification  of  diagnostic  procedures  which  will  most  effec- 
tively identify  such  children. 

(c)  An  evaluation  (does  it  really  help  the  emotionally  disturbed 
child?)  of  present  and  experimental  programs  for  disturbed 
children. 

(d)  A  determination  of  the  relationship  between  early  identification 
and  assistance  of  emotionally  disturbed  children  and  their  reha- 
bilitation. 

(e)  An  analysis  of  the  costs  and  administrative  problems  of  success- 
ful programs  for  emotionally  disturbed  children. 

RESEARCH  PLANS 

Present  plans  are  to  implement  the  objectives  of  the  bill  by  estab- 
lishing and  evaluating  pilot  experimental  programs  in  a  number  of 
school  districts.  Each  experimental  program  may  involve  only  the  emo- 
tionally disturbed  children,  or  their  parents,  or  their  teachers,  or  they 
may  involve  any  combination  of  these.  Each  pilot  program  will  be 
served  by  a  research  consultant  and  by  other  necessary  specialized 
personnel.  Each  will  go  through  the  process  of  establishing  criteria 
for  identifying  emotionally  disturbed  children  and  will  utilize  a  num- 
ber of  diagnostic  procedures  before  the  program  is  begun.  In  each  pilot 
program  the  children  assigned  to  the  experimental  group  will  be  se- 
lected from  an  eligible  group  at  least  twice  the  size  of  the  contemplated 
experimental  group.  Programs  which  are  basically  concerned  with 
teachers  or  parents  will  be  evaluated  in  terms  of  the  progress  of  the 
children.  Records  of  the  administrative  problems  and  financial  costs 
of  each  experimental  program  will  be  kept  so  that  some  estimate  of 
these  aspects  of  the  program  will  be  possible. 

The  total  research  project  is  designed  so  that  each  participating 
school  district  will  need  to  undertake  only  a  small  but  clearly  defined 
part  of  the  whole.  School  districts  which  participate  will  need  to  volun- 
teer for  the  research  and  indicate  in  general  what  kind  of  experimental 
program  they  wish  to  attempt.  In  all  cases  the  experimental  program 
will  "belong"  to  the  district  undertaking  it.  The  research  project  staff 
will  assist  each  project  with  direct  and  consultative  services. 

ADVISORY  COAAMITTEES 

The  research  staff  is  composed  of  a  research  co-ordinator  and  three 
research  consultants.  They  are  assisted  and  directed  by  two  advisory 
committees :  a  technical  advisory  committee  appointed  by  the  State 
Superintendent  of  Public  Instruction,  Roy  E.  Simpson,  and  a  research 
committee  composed  of  staff  members  of  the  State  Department  of 
Education. 

EXPERIMENTAL  PROGRAMS  TO  BE  UNDERTAKEN 

The  variety  of  pilot  programs  to  be  undertaken  by  school  districts 
include  the  following:  Adjustment  classes,  elementary  and  secondary; 
therapeutic  classes ;  consultation  to  teachers,  general,  on  a  case  basis 
and  as  part  of  a  child  study  program ;  social  living  classes ;  remedial 
reading   programs;   group   counseling   programs;    activity   programs; 
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parent  group  counseling ;  child  care  contact  programs ;  human  relations 
classes;  identification,  individual  study  and  screening  only. 

School  Districfs  Which  Have  Volunteered  for  One  or  More  Pilot  Programs 


Alhambra 

Alum  Rock 

Alvord 

Azusa 

Belmont  Elementary 

Bonita  Unified 

Burlingame  Elementary 

Claremont 

Colton 

Cupertino  Elementary 

Davis  Elementary 

Enterprise 

Goshen  Elementary 

Half  Moon  Bay  High 

School 
Jefferson  Elementary 


Jefferson  Union  High 

School 
Las  Lomitas  Elementary 
Long  Beach 
Los  Gatos  Elementary 
Menlo  Park 
Midland 

Millbrae  Elementary 
Mineral  King  Union 
Moutebello 
Monterey  City 
Mt.  Pleasant 
Mt.  View  Elementary 
Palo  Alto 
Palos  Verde  Union 
Redwood  City 


Rialto 

Rivera 

Riverside 

Sacramento  Unified 

San  Carlos  Elementary 

San  Jose 

San  Mateo  Elementary 

Santa  Monica 

Sequoia  Union  High 

School 
Sunnyvale 
Tulare  Elementary 
Tulare  Union  High 
Visalia  Unified 
West  Coviua 
West  Sacramento 
Whisman 


POSSIBLE  OUTCOMES 


The  authorization  and  direction  contained  in  the  legislation  sets  the 
major  emphasis  on  the  identification  and  assistance  of  emotionally  dis- 
turbed children  in  the  school.  How  can  children  best  be  helped?  What 
kinds  of  adjustments  and  to  what  degree  must  adjustments  be  made  for 
these  children  ?  What  assistance  can  schools  ofl:er  to  the  parents  of  emo- 
tionally disturbed  children?  How  can  a  teacher  help  an  emotionally 
disturbed  child?  Are  there  emotionally  disturbed  children  for  whom  a 
program  can  best  be  planned  on  the  basis  of  symptoms?  Are  there 
those  who  will  need  extensive  case  work  or  psj'chiatric  services?  If  so, 
where  will  such  services  be  obtained  and  how  will  they  be  financed? 
Can  emotionally  disturbed  children  be  differentiated  from  those  who 
are  situationally  or  temporarily  upset,  or  from  those  who  appear  dis- 
turbed because  they  are  simply  not  average? 

In  addition  to  these  and  other  questions  relevant  to  the  major  ob- 
jectives of  the  research,  Senate  Bill  Xo.  62,  1957  Legislature,  presents 
the  Department  of  Education  and  the  participating  school  districts 
with  the  opportunit}'  to  demonstrate  the  effectiveness  and  practicability 
of  research  in  solving  problems  in  education.  Guidance  in  the  growth, 
development,  and  education  of  children  can  be  obtained  by  research 
procedures  as  productive  as  those  utilized  ia  the  physical  and  biological 
sciences. 

The  possibility  also  exists  of  discovering  some  of  the  secrets  for  pro- 
moting better  mental  health  in  all  children.  To  find  out  how  the  prin- 
ciples of  prevention  in  the  field  of  mental  health  can  be  applied  in  an 
educational  setting  would  also  be  an  important  outcome.  What  kind  of 
''immunity"  to  mental  disease  can  be  introduced  into  the  school  pro- 
gram to  produce  adults  with  less  conflicts  and  stronger  egos  ? 

Some  of  these  are  hypothetical  questions,  the  tentative  answers  to 
which  would  depend  upon  continued  expenditures  of  time,  effort,  and 
monej'. 
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STATE  AGENCIES   AND   SERVICES   FOR  DISABLED 
PERSONS   IN   CALIFORNIA 

FOREWORD 

In  addition  to  the  services  for  disabled  persons  described  in  this  report,  a  number 
of  related  services  are  provided  by  state  agencies  as  part  of  their  basic  functions. 

Prevent  of  diseases  and  accidents  resulting  in  disability  is  an  essential  part 
of  the  programs  of  the  Departments  of  Industrial  Relations,  Mental  Hygiene,  Public 
Health,  and  Social  Welfare. 

Licensing  and  inspection  of  institutions  and  facilities  for  the  care  and  treatment 
of  sick  and  disabled  persons,  and  for  substitute  home  care  for  aged  persons  and 
children,  are  important  functions  of  the  Departments  of  Mental  Hygiene,  Public 
Health,  and  Social  Welfare.  In  performing  licensing  and  inspection  functions,  these 
state  agencies  provide  consultative  services  to  institutions. 

The  construction  of  hospital  and  educational  institutions  and  the  development  and 
maintenance  of  programs  aimed  at  promoting  the  construction  of  hospital,  health- 
center,  and  educational  facilities  are  important  responsibilities  of  the  Departments 
of  Education,  Mental  Hygiene,  and  Public  Health. 

Training  of  personnel  and  research  activities  are  also  significant  functions  of  these 
agencies  and  of  the  state  universities. 

Vv'here  services  for  disabled  persons  are  closely  integrated  with  the  related  func- 
tions outlined  above,  efficient  utilization  of  personnel  and  facilities,  effective  program 
planning,  and  sound  program  administration  can  be  achieved. 

These  related  functions  and  the  following  services  are  not  described  in  the  body 
of  this  report : 

a.  Services  for  disabled  persons  in  correctional  institutions  (services  provided  by 
the  Department  of  Corrections  and  the  California  Youth  Authority)  ; 

b.  Services  for  disabled  veterans  (services  provided  by  the  Department  of  Vet- 
erans Affairs)  ;  and 

c.  Programs  providing  disability  retirement  benefits  for  state  employees  (State 
Employees'  Retirement  System  ;  and  other  retirement  systems  for  special  cate- 
gories of  state  employees). 

I.  STATE  DEPARTMENT  OF  EDUCATION 

A.   VOCATIONAL   REHABiLiTATION    PROGRAM 

1  Statutory  Authority.  Public  Law  565,  83d  Congress,  Chapter  655,  2d  session; 
California  Education  Code,  Sections  9850-9865,  9891-9900,  9931,  5801-5806. 
(Effective  July  1,  1954.) 

2.  Adinini.'itration.  Program  is  administered  by  the  State  Department  of  Education, 
Bureau  of  Vocational  Rehabilitation,  with  the  Federal  Office  of  Vocational  Reha- 
bilitation serving  in  an  advisory  and  consultative  capacity. 
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3.  Pinavcinfj.  TIio  Cnlifornia  Voratioiiiil  Holiahililal  ion  srrvioo  is  a  ^'ranl -in-aid 
l>ni.irram  fiii;mr(>(l  jointly  by  tlip  Fcdoral  ( JovorniiKMif  and  llio  Stato.  T^idor  (lie 
provisions  of  Public  l-aw  .!(!.",  federal  funds  aro  made  available  to  (he  statps 
on  (be  basis  of  a  fonnnia  llial  is  a  modification  of  tbc  variablo-Kraiit  principle 
used  in  other  federal  nrant-in-aid  proj;ranis.  The  law  provides  for  a  transition 
period  of  10  years,  dnrinft  wliich  time  federal  snpporl  is  reduced  from  an  ai)i)ro.\i- 
niato  ratio  of  50  i)erc(>nt  federal  fun<ls  to  11  percent  stale  funds,  to  a  ratio  of 
ni  percent  federal  to  10  percent  state.  l>uring  the  first  five  years  of  this  transi- 
tion period  the  law  provides  that  each  state  will  rec(>ivp  an  allocation  for  its 
vocational  rehabilitation  projiram  at  the  same  ratio  of  federal  funds  to  state 
funds  as  existed  in  1054  up  to  the  amount  of  its  1054  appropriations.  In  Cali- 
fornia this  allocation  would  be  50  percent  federal  and  41  percent  state.  This  plan 
to  guarantee  a  minimum  floor  at  existing  ratios  for  five  years  is  referred  to  as 
a  "basic-support"  program.  It  should  be  pointed  out  that  the  appropriations  to 
carry  out  this  plan  must  be  made  each  year  by  Congress. 

Public  Law  565  further  provides  that  states  and  public  and  nonprofit  organiza- 
tions may  receive  grants  to  assist  them  in  meeting  the  cost  of  projects,  research, 
demonstration,  training,  traineesliips,  and  special  projects  which  hold  ])romise 
of  making  a  substantial  contribution  to  the  solution  of  vocational-rehabilitation 
programs  common  to  a  number  of  states,  including  temporary  assistance  in  ini- 
tiating a  substantial  nationwide  expansion  of  vocational-rehabilitation  programs 
in  the  states.  Grants  under  this  section  of  the  law  shall  be  made  in  such  manner 
as  may  be  determined  by  the  Secretary  of  the  Department  of  Health,  Education, 
and  Welfare  and  "shall  be  made  on  such  conditions  as  the  secretary  finds  neces- 
sary to  carry  out  the  purposes  of  this  section." 

In  order  to  stimulate  program  development  and  increase  state  appropriations. 
Public  Law  565  also  provides  grants  to  states  for  extension  and  improvement  of 
their  rehabilitation  service,  including  special  projects  that  constitute  an  exten- 
sion or  improvement  of  their  vocational  rehabilitation  services,  such  grants  to 
be  made  at  the  ratio  of  75  percent  federal  funds  to  25  percent  state  funds  for 
a  period  not  to  exceed  three  years.  It  is  assumed  that  the  extension  and  improve- 
ment projects  would,  after  a  three-year  period,  be  absorbed  by  the  state  voca- 
tional-rehabilitation progi'am  and  would  be  financed  at  the  same  ratio  as  the  basic 
program. 

Budget  for  Vocational  Rehabilitation 

1956-57         1957-58         1958-59         1959-60 
Actual  Actual        Authorised  Requested 

Administration     $270,684        $311,260        $332,825        $347,788 

Vocational  guidance  and  placement       1,313,101       1,574,046       1,742,927       1,946,623 

Total  operating $1,583,785     $1,886,306     $2,075,752     $2,294,411 

Case  services  purchased 1,839,735       2,185,248       2,554,913       2,785,848 

Total  V.R.  program   $3,423,520     $4,071,554     $4,630,665     $5,080,259 

Vendin- stands  139,421  148,038  166,936  196,248 

Industrially-injured  project 47,248  79,755  49,056 

Total $3,610,180     .$4,200,.347     $4,846,657     $5,276,507 

Retirement    119,882  132,428  158,197  175,000 

Grand  total    $3,730,071     $4,431,775     $5,004,854     $5,451,507 

Federal  funds $2,167,853     $2,527,016     $2,802,748     $2,951,848 

State  funds    1,562,218       1,004,750       2,202,106       2,499,659 

4.  Services  Provided.  Section  9858  of  the  California  Education  Code  defines  voca- 
tional-rehabilitation services  as  follows : 

See  Sections  0850-63  California  Education  Code — Appendix  III 
See  Section  11  (Definition) — P.  L.  565 — Appendix  II 

5.  Eliffihilitp  for  F!crince.  Services  involving  the  expenditure  of  public  funds  appro- 
priated for  the  vocational-rehabilitation  program  are  made  available  to  adults  16 
years  of  age  or  over  who  have  resided  in  California  at  least  one  year  and  who 
have  a  substantial  vocational  handicap  as  a  result  of  a  physical  or  mental  dis- 
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ability.  The  l)asic  services  of  vocatiDual  counseling,  training,  and  placement  are 
available  without  reference  to  the  financial  need  of  the  applicant.  Xeed-factor 
services  include  physical  restoration,  maintenance,  transportation,  training  suji- 
plies  and  ecjuipment,  occui)ational  licenses,  iind  occuiiational  tools  and  etiuipment. 

Because  of  limitations  of  staff  and  funds  the  P.ure.iu  of  A'ocational  Rehabilitation 
may  not  be  able  to  .serve  all  eligible  applicants  who  apply.  In  such  an  event  the 
agency  ha.s  established  the  following  criteria  for  acceptance  of  cases.  These  criteria 
may  have  to  Ite  applied  rigidly  in  case  of  high  intake  or  they  may  lie  relaxed  in  the 
event  of  fewer  numbers  of  applicants. 

(1)  Those  applicants  most  clearly  in  need  of  rehabilitation  service  will  be  given 
first  preference.  '"Need"  here  is  to  be  broadly  defined  in  terms  of  severity 
of  disability,  extent  of  vocational  handicap,  as  well  as  financial  problems. 

(2)  Those  cases  most  clearly  representing  a  social  and  economic  liability  are  to 
be  given  preference.  Included  in  this  category  will  be  all  types  of  public- 
assistance  cases. 

(3)  The  industrially  injured  will  be  given  preference  since  the  bureau  has  a 
legal  mandate  in  this  regard. 

(4)  Clients  with  dependents  will  ])e  given  preference  over  single  persons  pro- 
vided they  meet  the  criteria  above. 

Note  :  All  cases  must  meet  criterion  1  above. 

6.  Sources  of  Referral  for  Services.  Applicants  are  referred  to  the  Bureau  of  A'oca- 
tional  Rehabilitation  program  by  educational,  health,  welfare,  insurance,  employ- 
ment, and  similar  agencies  who  deal  with  handicapped  adults. 

7.  Case  Load.  During  the  1937-58  Fiscal  Year  23,738  cases  were  referred  and  10,703 
cases  were  in  the  active  case  load.  Of  this  number  1,528  were  rehabilitated. 
Slightly  more  than  one  out  of  every  three  rehabilitated  cases  (517  cases)  were 
public-assistance  recipients.  The  savings  incurred  by  these  rehabilitated  cases 
were  $930,600  per  year,  slightly  less  than  a  million  dollars. 

On  July  1,  1958,  7,124  cases  were  receiving  service  of  which  1,984  or  28  percent 
were  public-assistance  recipients.  The  monthly  public-assistance  grants  to  these 
cases  Avere  reported  as  approximately  $300,000  or  more  than  $3,000,000  per  year. 

B.    SPECIAL   SCHOOLS    FOR   PHYSICALLY    HANDICAPPED   CHILDREN 

T.  California  School  for  the  Blind  (Berkeley) 

(a)  Statutory  Authority.  Education  Code,  Division  10.  Chapter  5,  Articles  1  to 
4;  and  Division  8,  Chapter  1,  Article  5. 

(b)  Administration.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 

(c)  Financing.  By  state  funds.  For  1958-59,  $533,616  was  provided  for  the  sup- 
port of  the  school. 

(d)  Services  Provided.  (1)  Residential  care,  guidance,  and  education  for  blind 
children  and  deaf-blind  children  between  the  ages  of  5  and  21  years;  (2) 
special  day-class  education  for  blind  children  of  the  same  age  group;  (3) 
supervision  of  the  readers  for  the  blind  program  which  serves  blind  students 
in  secondary  schools  and  colleges  throughout  the  State;  (4)  home  teacher 
service  to  blind  preschool  children. 

(e)  Eligibitity  for  Services.  Services  are  limited  to  blind  children  under  21  years 
of  age. 

(f)  Source  of  Referral  for  Services.  Application  for  enrollment  in  the  California 
School  for  the  Blind,  or  for  home  teacher  service,  is  made  directly  by  parents 
or  guardians  of  blind  children. 

(g)  Case  Load.  On  November  1,  1958,  155  children  were  enrolled  (nine  students 
in  attendance  at  public  high  schools)  ;  250  preschool  blind  children  were  being 
served  by  home  teachers,  and  65  college  students  were  receiving  reader  sei'vice. 

2.  California  School  for  the  Deaf  (Berkeley) 

(a)  Statutory  Authority.  Education  Code,  Division  10,  Chapter  4,  Articles  1 
to  4. 

(b)  Administration.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 
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((■)  Financing.  By  state  funds.  For  (ho  yciir  1058-50,  a  total  of  $1  ,.'',S4,0()H  was 
provided  for  this  purpose. 

(d)  Services  Provided.  (1)  Residential  care,  guidance,  and  ediicatioii  for  deaf 
children  between  the  ages  of  5  and  21  years;  and  (2)  pupils  who  live  in  the 
vicinity  of  the  school  may  attend  on  a  day  basis. 

(e)  Eligilility  for  Services.  Sei-vices  are  limited  to  deaf  children  of  suitai)le  ca- 
pacity under  21  years  of  age. 

(f)  Sources  of  Referral  for  Services.  Applicalion  for  enrollment  is  made  di- 
rectly by  parents  or  guardians  of  deaf  children. 

(g)  Case  Load.  There  were  447  deaf  i)upils  enrolled  Xovend)er  1,  1058. 

3.  California  School  for  the  Deaf  (kiverside) 

(a)  Staliitoii/  Auihorltif.  Education  Code,  Division  10.  ("liapter  4,  Articles  1 
to  4. 

(b)  Adniiiiistrotioii.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Si>ecial  Schools  and  Services. 

(c)  Financiny.  The  third  unit  of  construction  has  been  coniideted  which  enables 
the  school  to  reach  its  capacity  enrollment.  A  gymnasium  is  currently  under 
construction.  For  the  year  1058-50,  an  operating  budget  of  ,$1,540,181  was 
provided. 

(d)  Services   Provided.    Similar    to    those   at    tiie    School    for    the    Deaf,    Berkeley. 

(e)  EUgihiliiij  for  Services.  Similar  to  tiiose  at  the  School  for  the  Deaf,  Berkeley. 

(f)  Sottrces  of  Referrah   Similar  to  those  at  the  School  for  the  Deaf.  Berkeley. 

(g)  Vase  Loud.  There  Avere  402  deaf  pupils  <'nrolIe(l  November  1,  1058. 

4.  School  for  Cerebral  Palsied  Children,  Northern  California 

(a)  Statutory  Aufhoriti/.  Education  Code,  Division  10,  Chapter  0,  Articles  1 
to  3. 

(b)  Administration.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 

(c)  Financing.  By  state  funds.  For  the  year  1058-50,  a  total  of  $41. 3,(581  was 
provided. 

(d)  Services  Prorided.  (1)  Residential  care,  guidance,  education,  physical  ther- 
apy, occupational  therapy,  speech  therapy,  medical  treatment  and  supervision, 
and  nursing  service  for  children  enrolled  in  the  school;  (2)  A  pilot  diagnostic 
program  for  children  Avho  are  aphasic  is  being  conducted.  Seventy  children 
were  served  by  this  phase  of  the  program  dujing  the  preceding  year. 

(e)  Eligihility  for  Services.  Enrollment  in  the  school  is  limited  to  children  between 
the  ages  of  3  and  10  years  who  are  handicapped  by  cerebral  palsy  and  other 
similar  handicaps  and  for  whom  suitable  treatment  and  educational  facilities 
are  not  available  elsewhere.  Children  of  suitable  ages  are  accepted  for  short 
term  diagnostic  study  upon  request  of  community  medical  and  educational 
personnel  in  the  Northern  California  area. 

(f)  Sources  by  Referral  for  Serrice.  Referrals  to  the  residence  school  are  made 
by  local  school  districts,  Crippled  Children's  Services  of  the  State  Department 
of  Public  Health,  private  physicians  and  parents. 

(g)  Cdse  Load.  Current  enrollment  is  32  children. 

5.  School  for  Cerebral  Palsied  Children,  Southern  California 

(a)  Statutory  Aiilliority.  Educalioii  Cudc,  Division  10,  Chapter  0,  Articles  1 
to  3. 

(b)  Administrulioii.  Adniiiiislercd  liy  the  Stale  Department  of  Education,  Divi- 
sion of  Special   Schnols  and   Sci'vices. 

(c)  Financing.  By  state  funds.  For  the  year  lO.lS  .50  a  total  of  .$351,1.".5  was 
provided  for  this  i)uri)ose. 

(d)  Services  Prorided.  Similar  to  those  at  the  School  for  Cerebral  Palsied  Chil- 
dren, Northern  California. 
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(e)  Eligibility  for  Services.  Similar  to  those  at  the  School  for  Cerebral  Palsied 
Children,  Northern  California. 

(f)  Sources  of  Referral  for  Services.  Similar  to  those  at  the  School  for  Cerebral 
Palsied  Children,  Northern  California. 

(g)  Case  Load.  Current  enrollment  is  30  children. 


C.   SPECIAL   PROGRAMS   FOR   HANDICAPPED   CHILDREN    IN    PUBLIC   SCHOOLS 
I.  Programs  of  fhe  Bureau  of  Special  Education 

(a)  Statutory  Authority.     Education  Code,  Chapter  9,  Article  1 ;  and  Chapter  11. 

(b)  Administration.  Programs  of  special  education  are  administered  by  local 
school  districts  and  county  superintendents  of  schools  under  rules  and  reg- 
ulations adopted  by  the  State  Board  of  Education  and  legal  provisious 
enacted  by  the  State  Legislature.  These  programs  are  for  children  who 
deviate  in  physical,  mental,  and  emotional  growth  or  condition  to  the  extent 
that  special  classes  and  services  are  necessary  for  their  fullest  development. 
The  Bureau  of  Special  Education,  State  Department  of  Education,  provides 
supervisory,  consultative,  and  advisory  services  to  governing  boards  of  school 
districts  and  county  superintendents  of  schools,  and  acts  as  a  consultative 
and  co-ordinating  agent  in  its  relationship  with  parents  and  with  private 
and  official  organizations  and  agencies  regarding  the  establishment  of  pre- 
ventive and  special  education  programs  for  exceptional  children  and  youths. 

(c)  Financing.  In  addition  to  the  same  apportionments  of  money  made 
for  nonhandicapped  pupils,  the  State  reimburses  school  districts  and  county 
school  sei-vice  funds  for  the  excess  cost  of  educating  physically  handicapped 
children  up  to  $600  per  unit  of  average  daily  attendance,  and  up  to  an  addi- 
tional $600  per  unit  of  average  daily  attendance  for  blind  pupils  for  the 
excess  expenses  in  providing  readers  to  assist  them  with  their  studies,  or 
for  the  purchase  of  Braille  books,  the  cost  of  transcribing  ink  print  mate- 
rials into  Braille,  the  purchase  or  making  of  sound  recordings  and  the 
purchase  of  special  supplies  and  equipment.  Costs  incurred  in  educating 
educable  mentally  retarded  minors  in  amounts  not  to  exceed  $200  per  unit 
of  average  daily  attendance  will  be  x-eimbursed.  Excess  costs  in  educating 
severely  mentally  retarded  pupils  are  reimbursed  in  amounts  not  to  exceed 
$450  per  unit  of  average  daily  attendance,  and  costs  of  transporting  to 
special  day  classes  severely  mentally  retarded,  deaf,  blind  pupils,  and  those 
with  severe  orthopedic  handicaps  are  reimbursed  in  amounts  up  to  $350  per 
unit. 

(d)  Types  of  Exceptional  Children  Served.  Deaf,  hard  of  hearing,  blind,  par- 
tially seeing,  orthopedically  handicapped  (including  the  cerebral  palsied), 
children  with  speech  defects  and  disorders,  those  confined  to  their  homes 
and  to  hospitals,  mentally  retarded,  emotionally  disturbed,  gifted,  and  those 
with  such  crippling  conditions  as  tuberculosis,  cardiac  disabilities,  etc. 

(e)  Eligiiility  for  Services.  School  districts  are  required  to  provide  special 
education  services  to  physically  handicapped  children.  County  superintend- 
ents of  schools  may  provide  such  services  when  it  is  impractical  for  districts 
to  do  so.  Governing  boards  of  school  districts  and  county  superintendents  of 
schools  are  required  to  establish  special  training  classes  for  certain  mentally 
retarded  minors.  Eligibility  for  special  services,  including  special  classes,  is 
determined  by  the  extent  to  wliich  pupils  who,  because  of  a  physical  or 
mental  handicap,  are  unable  to  profit  from  a  regular  school  program,  and 
by  legal  provisions  established  by  the  California  State  Legislature,  as  well 
as  rules  and  regulations  adopted  by  the  California  State  Board  of  Education. 

(f)    Physically   Handicapped   Pupils   Heceiviiui   Special   Education,   School   Year 
1956-57 

Pupils  in   remedial  classes 137,527 

Pupils  in  special  day  classes  7,287 

Pupils  receiving  individual  instruction    (home,  hospital  and  school)        9,86(! 
Handicap))('d  i)Upils  in  i-egular  classes 1,114 

Total    155,794 
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(g)    Mentally   Retarded   Pupils    (Point    1)    Rcceivinn   i^pecial    Education,   School 
Year  19^6-51 

Average  daily  attendance  reported 22,841 

Estimated   enrollment   23,629 

(h)   Mentally  Retarded  Pupils   (Point  2)   Receiving  Special  Education,   School 
Year  1956-57 

Average  daily  attendance  reported 1,357 

Estimated  enrollment  on  basis  of  above 1,399 


D.   SPECIAL   SERVICES    FOR   THE   ADULT   BLIND 

1.  Orientation  Center  for  the  Blind  (Oakland) 

(a)  Statutory  Authority.     Education  Code,  Division  4,  Chapter  7,  Article  12.5. 

(b)  Administration.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 

(c)  Financing.  By  State  Funds.  The  Orientation  Center  was  established  in 
September,  1951.  The  operating  budget  for  1958-59  is  $.336,370. 

(d)  Services  Provided.  (1)  Training  for  blind  adults  in  techniques  of  daily 
living,  travel,  prevocitional  skills,  communication,  and  business  operation  in 
preparation  for  economic  independence.  (2)  Continuation  of  maintenance  in 
residence,  medical  care,  and  other  services  for  blind  adults  who  have  been 
residents  in  the  Training  Center  for  Adult  Blind  prior  to  March  1,  1951. 

(e)  Eligibility  for  Services.  The  admission  as  trainees  to  the  Orientation  Center 
is  limited  to  blind  persons  over  16  years  of  age  who  are  deemed  feasible  for 
vocational  rehabilitation  to  the  level  of  economic  independence,  and  who 
have  been  residents  of  California  for  a  period  of  at  least  three  years. 

(f)  Sources  of  Referral  for  Services.  Candidates  for  training  at  the  Orientation 
Center  may  make  direct  application,  or  be  referred  by  J'ield  Rehabilitation 
Services  and  the  Bureau  of  Vocational  Rehabilitation  upon  the  recommenda- 
tion of  hospitals,  clinics,  physicians,  or  welfare  agencies. 

(g)  Caseload.  There  were  28  students  residing  at  the  center  as  of  November  1, 
1958. 

2.  Field  Rehabilitation  Service  for  Adult  Blind 

(a)  Statutory  Authoriti/.  Education  Code,  Divisicm  4,  Chapter  7,  Article  10, 
Section  9148. 

(b)  Administration.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 

(c)  Financing.  By  State  Funds.  For  the  year  1958-59,  $189,642  was  provided 
for  this  purpose. 

(d)  Services  Provided.  The  19  home  teacher-counselors  engaged  in  this  service 
provide  individual  guidance  and  training  for  blind  adults  in  adjusting  to 
everyday  living  at  home  and  in  the  conimunity,  and  give  instruction  in 
Braille  reading  and  writing,  the  techniques  of  cane  travel,  household  arts 
(cooking,  etc.)   crafts,  the  use  of  "talking  books,"  etc. 

(e)  Eligihility  for  Services.  Any  blind  adult  is  eligible  for  this  service  regard- 
less of  residence  or  financial  status. 

(f)  Sources  of  Referral  for  Services.  Any  blind  adult  may  apply  directly. 
Referrals  are  made  by  all  state,  county  and  private  agencies  which  serve 
the  blind  and  by  hospitals  and  physicians. 

(g)  Caseload.  During  the  year  19.57-58  (July  through  June),  18,123  visits  were 
made  to  blind  individuals,  9,985  lessons  were  given  and  7,976  individual 
counseling  sessions  were  held. 

3.  California  Industries  for  the  Blind 

(a)  Statiilori/  Autliority.  Well'arf  and  I  iisl  ilLilion  Code.  Division  5,  I'arl  1, 
Ciiapter  2,  Articles  2  to  7. 

(b)  Administration.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 
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(c)  Financing.  This  program  is  financed  partly  by  subsidy  from  state  funds  and 
partly  from  sale  of  commodities  produced,  assembled,  or  processed  by  blind 
and  handicapped  workers  in  the  three  workshop  centers  located  at  Oakland, 
Los  Angeles,  and  .San  Diego.  For  the  Fiscal  Year  1957-58  the  state  subsidy 
for  operation  of  these  workshops  was  approximately  ,?264,704. 

(d)  Services  Provided.  Opportunity  for  blind  adults  to  secure  remunerative  em- 
ployment. 

(e)  Eligihility  for  Services.  Work  opportunity  limited  to  blind  and  physically 
handicapped  adults  who  have  been  residents  of  California  for  at  least  one 
year  and  who  are  unable  to  secure  remunerative  employment  in  private  in- 
dustry or  business. 

(f)  Sources  of  Referral  for  Services.  Application  for  employment  may  be  made 
directly  by  eligible  adults.  Sometimes  referrals  are  made  by  the  Bureau  of 
Vocational  Rehabilitation  or  by  public  or  private  welfare  agencies. 

(g)  Caseload.  During  the  year  1957-58  approximately  350  blind  or  handicapped 
adults  earned  wages   totaling  $540,177. 

4.  Opportunity  Work  Centers  for  the  Blind 

(a)  Siaiuiory  Authoriti/.  I']ducation  Code  Division  4,  Chapter  7,  Article  10, 
Secdons  9142,  9143. 

(b)  Administrafioii.  Administered  by  the  State  Department  of  Education,  Divi- 
sion of  Special  Schools  and  Services. 

(c)  Financing.  By  State  Funds.  For  the  year  1958-59,  $44,493  was  provided 
for  this  purpose. 

(d)  Services  Provided.  There  are  three  centers  currently  in  operation  located  in 
San  Jose,  San  Bernardino  and  Visalia.  Centers  provide  an  opportunity  for 
blind  adults  in  those  areas  to  suppdement  their  state  aid  or  income  through 
wages  paid  from  the  sale  of  articles  produced  or  assembled  in  the  centers. 
Additional  centers  are  scheduled  to  be  opened  in  Los  Angeles  and  Oakland. 

(e)  Eliyihiliiy  for  Services.  Work  opportunity  is  limited  to  blind  and  a  few 
selected  physically  handicapped  adults  who  are  residents  of  California  and 
who  have  been  unable  to  secure  remunerative  employment  in  pi'ivate  in- 
dustry. 

(f)  Sources  of  Referral  for  Services.  Application  for  employment  in  an  Oppor- 
tunity Center  may  l)e  made  directly  by  adults.  Other  referrals  of  individuals 
who  can  profit  from  the  services  offered  may  lie  made  by  Home-Teacher 
Counselors,  Vocational  Rehabilitation  Service,  public  and  private  welfare 
agencies. 

(g)  Caseload.  During  the  Fiscal  Year  195G-57,  90  blind  adults  made  u.se  of  the 
services  offered  by  the  three  centers. 


II.  STATE  DEPARTMENT  OF  EMPLOYMENT 

A.    DISASiLITY   AND    HOSPITAL   BENEFSTS   PROGRAM 

Statutory  Authority.  California  Unemployment  Insurance  Code,  Part  2,  which 
includes  provisions  for  voluntary  plans  underwritten  by  private  insurance  com- 
l)anies. 

Administration.  Program  is  administered  l)y  the  State.  The  administering  agency 
is  the  Di\isi()n  of  Disability  and  Hospital  Benefits,  Department  of  Employment, 
which    also   reviews  and   ajjproves   voluntary   jilans. 

Financing.  State  funds  obtained  l)y  1  i)ercent  of  wage-earner  contributions  on 
first  $3.(>(M)  wages  in  a  calendar  year  are  used  to  provide  disability  insurance 
benefits  and  pay  the  cost  of  administration.  Voluntary  plans  may  be  obtained 
by  an  employer  and  may  be  underwritlen  by  a  private  insurance  company  or  may 
be  st'lf-insured.  In  sucli  case,  employee  cunti-ibutiuns  are  p.-iid  by  the  eniployci' 
to   the  insurer. 

Serrices  Provided.  By  the  state  plan,  the  payment  of  weekly  ])enefits  ranging 
from  $10  to  $50  for  a  maximum  amount  of  26  times  the  weekly  benefit  amount 
and  the  payment  of  $12  per  day  for  each  day  of  hospital  confinement  for  a  maxi- 
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imiin    of   20   dnys.    r.eiu'lits    iirovidcd    by    \  iiliiii(;iry    pl.-iiis    iiiiist,    he    jiiciitcr    in    at 

lpas(   one  icsiicct    (liaii  those  provided  by  the  state  idaii. 
5.   MliflihilHi/  for  Services.     There  are  approximately  ;J,r»7'^,0(KI   workers  elij;il)le   foi' 

rlisahility    insurance.   The   state   idau    provides    insurance    for   r>4    percent    of    this 

number  and  \olnn1ary  phins  provide  the  other  4(>  percent. 
(>.   Sources  of  Referral  for  Services.      Self  application,  referral  by  doctors  or  hospitals. 
7.   Caseload.     During   the    year   1957,   there   were   266,388   claims    filed    against   the 

state  fund  and  2()6,!t51>  claims  were  tiled  against  voluntary  plans.  The  Htale  jjaid 

to  disabled  workers  $52,888,280  as  daily  wage  loss  indemnity  plus  $8,()77,0.")<)  as 

hospital  benefits.  Voluntary  plans  paid  $35,312, r»95  as  daily  wage  loss  indemnity 

and  $6,769,525  as  hospital  benefits. 

B.   SELECTIVE   PLACEMENT,   COUNSELING,   AND    UNEMPLOYMENT 
INSURANCE   PROGRAMS 

1.  Statutory  Authority.  ^yaguer-Peyser  Act  of  1933  and  California  Unemployment 
Insurance  Code. 

2.  Administration.  The  program  is  administered  by  the  State  of  California  Depart- 
ment of  Employment  in  compliance  with  the  program  established  by  the  Bureau 
of  Employment  Security  of  the  U.  S.  Department  of  Labor. 

3.  Financing.  Administrative  funds  for  the  department  are  provided  by  the  U.  S. 
Bureau  of  Employment  Security  under  the  stipulation  that  special  services  be 
provided  for  handicapped,  juniors,  and  veterans  under  prescribed  standards.  Al- 
though funds  for  these  special  services  are  not  specifically  earmarked  in  the 
basic  appropriation,  the  funds  are  dependent  upon  the  provision  of  such  services. 
With  respect  to  1958-59  fiscal  year  budget,  administrative  funds  for  the  dis- 
ability and  hospital  benefits  program  were  provided  by  Item  457  of  the  Budget 
Act  of  1958  in  the  amount  of  $5,086,128.  A  separate  budget  is  not  maintained 
on  services  for  the  physically  handicapped.  Therefore  budgetary  and  expenditure 
data  are  not  available. 

4.  Services  Provided.  Job  placement,  and  counseling  services  for  handicapped  work- 
ers. These  services  are  supplemented  by  job  development,  aptitude  testing  and 
occupational  labor  market  information.  The  department's  primary  purpose  in 
providing  these  services  is  to  match  the  handicapped  worker's  physical  cajiacities 
with  the  physical  demands  of  the  job.  The  department  works  continuously  with 
community,  business  and  civic  groups  to  promote  employment  of  the  handicapped. 
In  these  contacts  the  worker's  qualifications  for  the  job  are  stressed  rather  than 
his  handicap.  For  those  handicapped  workers  who  are  unemployed  through  no 
fault  of  their   own,   the   department  provides   unemployment  insurance   services. 

5.  Eligibility  for  Services.  All  physically  handicapped  persons  who  are  legally 
qualified  for  work  are  eligible  f(u-  selecti^■e  placement  services.  Women  and  children 
are  placed  in  employment  in  accordance  with  the  prescribed  standards  of  the 
Division  of  Industrial  Welfare  of  the  Department  of  Industrial  Relations.  Eli- 
gibility for  unenii>loyment  insurance  is  determined  by  earnings  in  covered  employ- 
ment and  other  factors  such  as  availability  for  work. 

6.  Sources  of  Referral.  Self-application,  referral  from  agencies,  organisations,  em- 
ployers and  friends. 

7.  Caseload.  There  Avere  16,029  handicapped  persons  placed  in  employment  by  the 
department  in  1957.  Of  these,  9,778  were  veterans.  Counseling  service  was  ren- 
dered to  15,682  handicapped  persons  during  this  period,  of  whom  5,360  were 
veterans. 

III.  STATE  DEPARTMENT  OF  INDUSTRIAL  RELATIONS 

A.   SERVICES    FOR   PERSONS   WHO   BECOME   HANDICAPPED 
AS   A    RESULT   OF    INDUSTRIAL   ACCIDENTS 

1.  Statutory  Authority.     Labor  Code,  Divisions  4  and  4.5. 

2.  Administration.  The  Department  of  Industrial  Relations  extends  certain  services 
to  persons  who  have  become  handicapped  as  the  result  of  an  industrial  accident. 
The  Industrial  Accident  Commission  in  the  Department  of  Indu<t'-ial  Ke'ations 
administers  the  workmen's  compensation  laws  of  California.  Its  jurisdiction  is 
limited  to  injuries  which  occur  during  the  course  of  and  arise  out  of  employment. 
(See  note  on  Workmen's  Compensation  Laws  following  Section  III-A-5.) 
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3.  Finnncimi.  Tho  Industrial  Accident  Commission  is  financed  from  state  funds. 
During  the  Fiscal  Year  1956-57,  commission  expenditures  totaled  $"J,()r)(l,:^2r.. 
The  services  listed  in  (4)  I)elow  aecounted  for  the  major  portion  of  these  expend- 
itures. 

4.  Services     I'nuulcil.      Scrviees    pro\  ided     hy     the    commission     In     Ihc    liMiidi<aiip('d 
include : 

(a)  The  adjudication  of  disi)utes  arisini;  under  tlie  compfusation  hiws.  In  addi- 
tion to  awarding  weekly  comiicnsation  indenniity,  tlie  commission  has  author- 
ity to  award  medical  treatment,  including  the  furnishing  of  medical,  surgical 
and  hospital  treatment,  as  well  as  nursing,  medicines,  medical  and  surgical 
supplies,  crutches,  and  other  appliances,  including  artificial  members.  The 
commission  has  jurisdiction  to  determine  whether  these  medical  benefits 
which  are  furnished  are  adequate  and,  if  not,  then  to  direct  such  treatment 
as  may  be  necessary  to  cure  or  relieve  from  the  effects  of  the  injury. 

(b)  The  rating  of  permanent  disabilities.  The  commission  fixes  the  permanent 
disabilities.  The  commission  fixes  the  permanent  disability  rating  for  indus- 
trial injuries  which  result  in  a  permanent  disability  and  in  which  a  request 
for  a  rating  is  made.  This  includes  monetary  compensation  for  the  disability 
on  a  fixed  scale  of  four  weeks  for  each  1  percent  of  permanent  disability, 
as  well  as  such  medical  treatment  as  may  be  necessary.  If  the  permanent 
disability  rates  70  percent  of  total  or  more,  then  a  pension  is  allowed,  which 
pension   continues  for  the  dui-ation  of  the  injured   employee's  life. 

(c)  The  awarding  of  benefits  out  of  the  Subsequent  Injuries  Fund.  Where  uii 
injured  employee  sustains  certain  types  of  industrial  injuries  at  a  time  when 
he  is  also  partially  permanently  disabled  because  of  some  condition  existing 
prior  to  the  injury,  then  certain  benefits  may  be  allowed  which  are  in  addition 
to  the  normal  compensation  benefits,  provided  the  combined  permanent  dis- 
abilities equal  70  percent  or  more.  In  such  instances,  the  employer  i«  held 
only  for  the  amount  of  permanent  dis^ibility  occasioned  by  the  industrial 
injury.  The  balance  of  the  permanent  disability  rating  is  paid  by  the 
Subsequent  Injuries  Fund.  This,  of  course,  includes  the  life  i>ension.  The 
Subsequent  Injuries  Fund  is  a  special  fund  created  by  and  paid  for  by  the 
State  of  California,  the  funds  for  which  are  specially  appropriated  each 
year  by  the  Legislature.  Payments  out  of  the  Subsequent  Injni-ies  Fund  are 
made  by  the  State  Compensation  Insurance  Fund  pursuant  to  an  award 
from  the  commission. 

The  Industrial  Accident  Commission  has  no  facility  for  a  vocational-re- 
habilitation service  of  its  own.  It  does,  however,  provide  a  service  to  handi- 
capped persons  by  referring  to  the  Bureau  of  Vocational  Rehabilitation  the 
names  of  persons  who  have  sustained  injuries  of  a  nature  which  would  indi- 
cate need  for  rehabilitation  service. 

5.  Volume  of  Disabling  Injuries.  Last  year  more  than  140,000  workers  suffered 
disabling  injuries  in  on-the-job  accidents.  While  the  exact  number  of  such  injuries 
resulting  in  permanent  disability  is  not  known,  over  12,000  cases  involving  perma- 
nent disability  were  rated  by  the  Industrial  Accident  Commission  in  1957.  A 
large  number  of  these  were  so  serious  that  it  was  impossible  for  the  injured  per- 
son to  continue  in  the  type  of  work  in  which  he  was  engaged  at  the  time  of  his 
injury. 

('Workmen's  Compensation  Laws.  Every  employer  is  liable  for  the  payment  of 
compensation  benefits  to  any  employee  who  has  suffered  an  industrial  injury  while 
in  his  employment,  except  in  those  occupations  which  are  specifically  excluded  by 
provisions  of  the  Labor  Code. 

Every  employer,  except  the  State  and  its  various  political  subdivisions,  must 
either  carry  compensation  insurance  or  be  self-insured.  If  the  employer  carries 
insurance,  then  he  is  relieved  of  all  his  liability  under  the  compensation  laws 
except  for  his  own  serious  and  wilful  misconduct  and  that  liability  is  assumed 
by  the  insurance  company. 

Various  forms  of  benefits  are  allowable  under  the  California  Workmen's  Com- 
pensation Laws.  These  may  be  any  or  all  of  the  following : 

(a)    Medical  Treatment 

An  injured  employee  is  entitled  to  all  medical,  surgical,  and  hospital  treat- 
ment necessary  to  cure  or  relieve  the  effects  of  his  injury.  This  includes 
medicines,  medical  and  surgical  supplies,  crutches,  and  artificial  members 
such  as  eyes,  arms,  legs,  and  the  like. 
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(1))    IVinponiry   Disability    Jinlciuuity 

With  coitiiiu  c'xwptiuiis,  an  iujuicd  cnndoyee  is  eiitiUed  lo  u  wfokly  casii 
paynu'iit.  for  tiie  (imc  he  is  off  wmk   :is  a   result  of  his  injury. 

(v)    lVi-niani'n(,  DisahilKy    Indemnity 

ConiiiensatiDii  may  be  allowed  fur  the  i)eiinaMent  loss  of,  or  loss  of  use  of, 
a  i)art  of  the  licdy,  or  for  a  jjermanent  imiiairmeiit  of  somt;  body  function, 
unless  it  is  very  slight.  The  amount  of  compensation  payable  depends  upon 
a  rating  (anywhere  from  1  percent  to  100  percent)  which  the  Industrial 
Accident  Commission  assigns  to  the  employee's  disability. 

The  permanent  disability  payments  are  in  addition  to  all  temporary  dis- 
ability payments. 

(d)  Subsequent  Injury   Fund  Payments 

If  the  employee  has  a  permanent  disal)ility  ratinj?  of  70  percent  or  more, 
and  his  disability  is  a  ccunbiuaticn  of  the  result  of  his  injury  and  a  partial 
permanent  disability  which  already  existed  at  the  time  of  the  injury,  he  may 
collect  benefits  from  the   Subsequent  injuiy   Fund. 

The  employer  or  insurance  company  will  first  pay  that  part  of  the  rating 
for  which  it  is  responsible  (the  disability  caused  by  the  injury).  Then  the 
l)alance  of  the  payments  plus  the  life  pension  will  be  paid  by  the  Subsequent 
Injuries  Fund.  Some  deductions  may  be  made  from  these  i)ayments  where 
certain  other  benefits  have  been  received  by  the  employee. 

(e)  Death  Benefits 

If  the  injury  caused  death,  burial  expenses  and  death  benehts  will  be  paid 
in  the  amounts  specified  by  law. 

IV.  STATE  DEPARTMENT  OF  MENTAL  HYGIENE 

1.  Statutory  Authority.     Welfare  and  Institutions  Code,  Division  1,  Chapter  2,  Sec- 
tions ir)0-166  and  Division  6. 

2.  Adniinist  ratio  It.     The   program   is  administered   by   the   California    State   Depart- 
ment  of   Mental   Hygiene. 

3.  Financing.     State  funds  are  used  to  provide  the  majority  of  support.  Fees  for 
.services  and  federal  grants  by  National  Mental  Health  Act  augment  state  support. 

Expenditures  for  the  year  1958-59  were  $105,370,517  state  funds  ;  .$274,100  fed- 
eral funds;  .$10,407.^00  fees  collected. 

A.    INSTITUTIONAL   PROGRAM 
T.  Mentally  Retarded 

The  department  operates  four  hospitals  and  portions  of  two  hospitals  for  the 
treatment  and  care  of  mentally  deficient  residents  of  California  "who  are  so  mentally 
retarded  that  they  are  incapable  of  managing  themselves  and  their  affairs  inde- 
pendently with  ordinary  prudence,  or  of  being  taught  to  do  so,  and  who  require 
supervision,  control,  and  care  for  their  welfare  and  the  welfare  of  the  community." 
The  superior  courts  of  the  counties  accept  applications  for  admission  to  state  hos- 
pitals for  the  mentally  retarded,  and  inform  the  hospitals  of  the  mental  condition  and 
social  situation  of  each  applicant.  The  hospital  may  accept  or  reject  any  applicant 
in  accordance  with  the  availahlity  of  heds  and  the  staff's  judgment  of  the  applicant's 
suitability   and  need  for  hospital  care. 

After  admission  to  the  hospital,  diagnostic  examinations  including  medical,  psy- 
chiatric, and  psychological  evaluations  make  it  possible  to  formulate  a  treatment 
plan  for  each  child.  For  some  severely  retarded  children,  permanent  hospital  care  is 
indicated,  and  for  the  rest,  by  developing  each  child  to  his  maximum  potential,  the 
L'oal  is  eventual  return  to  the  family  and  the  community.  The  hospital  offers  a  pro- 
gram of  habit  and  character  training  designed  to  help  each  child  care  for  his  own 
needs  and  become  a  socially  accepted  member  of  the  group ;  treats  his  remedial 
physical  handicaps  and  ailments ;  provides  him  with  such  formal  elementary  school 
training,  especially  in  reading  and  writing,  as  his  capacity  permits;  and  gives  him 
such  vocational  training  and  practical  work  experience  as  are  realistic  in  terms  of 
his  ability. 

When  the  child  is  thought  to  have  recei\ed  the  maximum  benefit  of  care  and  train- 
ing, a  leave  of  absence  is  granted  to  a  suitable  community  situation.  (See  Section  B 
below  for  extramural  Care  Program.) 

(As  of  June  30,  1958,  9,419  patients  were  hospitalized.) 
9— L,-3651 
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2.  Mentally  III 

The  department  is  charged  with  the  responsibility  of  hospital  care  and  treatment 
of  the  nieutally  ill.  Patients  committed  by  the  courts  and  those  persons  who  vol- 
untarily ajiply  for  admission  are  included  in  the  program.  Diagnosis  and  treatment 
of  ihe  illness  are  carried  out  as  far  as  limitation  of  professional  staff  permits.  Direct 
medical  and  surgical  care  of  physical  conditions  are  also  included  wherever  possible. 
The  treatment  program  includes  individual  and  group  psychotherapy,  shock  therapy, 
psychosurgery,  physical  therapy,  and  hydrotherapy,  as  well  as  supporting  treatment 
procedures  such  as  occupational  therapy,  recreation  therapy,  music  therapy,  and  in- 
dustrial therapy.  When  the  patient  is  considered  sufficiently  cured  to  be  returned  to 
the  community  or  placed  in  a  family-care  home,  he  is  assigned  to  the  program  nf 
extramural  care.    (See  Section  B  below.) 

Special  programs  of  the  department  include  treatment  of  alcoholics,  sex  psycho- 
paths, psychopathic  delinquents,  the  criminally  insane,  emotionally  disturbed  chil- 
dren, and  the  senile.  The  department  administers  10  hospitals  for  the  mentally  ill 
and  a  diagnostic,  research,  and  training  center,  The  Langley  Porter  Neuropsychiatric 
Institute.  A  second  such  center  is  in  beginning  stages  at  the  Neuropsychiatric  Insti- 
tute, University  of  California,  Los  Angeles.  As  of  June  30,  1958,  36,38(3  patients 
were   hospitalized. 

B.   EXTRAMURAL   CARE   PROGRAM 

Leave  of  absence  is  granted  to  patients  who  have  received  the  benefit  of  the  depart- 
ment's hospital  treatment  and  are  expected  to  improve  further  and  adjust  satisfac- 
torily to  a  community  situation  which  offers  adequate  care,  supervision,  and  under- 
standing. The  length  of  leave  of  absence  for  each  patient  is  determined  by  the  type 
of  admission  or  commitment,  mental  condition,  adjustment  in  the  community,  and 
adequacy  of  the  living  situation  to  which  he  may  be  discharged. 

Most  of  the  patients  are  granted  leave  to  relatives  or  friends  who  agree  to  be  re- 
sponsible for  their  welfare.  Some  patients  who  do  not  have  relatives  or  friends  are 
considered  well  enough  to  take  responsibility  for  their  own  living  and  work  arrange- 
ments. Other  patients  are  able  to  work  hut  are  not  considered  well  enough  to  make 
their  own  living  and  work  arrangements.  For  these  patients,  the  department  has  a 
special  work  placement  program  using  community  work  facilities  which  also  provide 
room,  board,  and  24-hour  supervision.  Another  group  of  patients  who  should  not 
live  alone  need,  and  can  find,  benefit  from  care  in  normal  home  situation,  but  have 
no  suitable  families  or  friends  with  whom  they  can  live.  For  these  patients,  the 
department  has  a  special  family-care  program  and  pays  for  the  care  of  such  patients 
who  have  no  financial  resources. 

The  department  is  responsible  for  services  to  and  supervision  of  all  patients  on 
leave  of  absence.  The  major  part  of  this  responsibility  is  delegated  to  psychiatric 
social  workers  of  the  Bureau  of  Social  Work.  The  staff  of  the  Bureau  of  Social  Work 
operate  out  of  24  offices  located  in  strategic  population  centers  of  the  State.  (They 
are  responsible  to  maintain  regular  contact  with  all  patients  and  their  families  and 
to  carry  out  the  work-placement  and  family-care  programs  of  the  department.) 

As  of  October  31.  1958,  there  were  10.198  patients  on  indefinite  leave  of  absence 
from  the  department's  hospitals — including  290  in  work  placement  and  1.815  in 
family  care. 

C.   STATE   MENTAL   HYGIENE   CLINICS   AND   COMMUNITY   SERVICES 

The  department  operates  seven  "all-purpose"  psychiatric,  outpatient  clinics, 
located  at  San  Diego.  Los  Angeles,  Riverside,  Fresno,  Berkelev.  Sacramento,  and 
Chico.  All  clinics  accept  both  adults  and  children,  and  are  staffed  by  a  total  of  00 
professional  workers  (psychiatrists,  psychiatric  social  workers,  and  clinical  psy- 
chologists. The  19."8-59  budget  for  the  seven  clinics  amounts  to  $805,157,  of  which 
$97,480  are  federal  grant-in-aid  funds  for  the  support  of  the  Berkeley  Stnte  Mental 
Hygiene  Clinic.  The  caseload  of  the  clinics  on  .Tune  30,  1958  was  2,822  :  6.280  differ- 
ent patients  were  served  in  1957-58,  and  there  were  62,707  patient-hours  of  care 
given  at  a  net  cost  of  $9  per  patient  hour.  The  treatment  program  eonsists  <>f 
individual  and  group  psychotherapy  for  patients  of  all  ages ;  casework  services  for 
parents  and  other  relatives  of  pntients;  and  physical  therapies,  utilizing  the  new 
"tranquilizing"  drugs. 

In  general,  persons  are  eligible  for  clinic  services  if  they  cannot  afford  private 
care  or  live  in  areas  where  no  private  facilities  exist.  The  maximum  fee  for  any 
one  visit  is  $8  but  the  vast  majority  of  clinic  patients  are  in  dependent  or  marginal 
economic  circumstances,  so  that  the  average  fee  collected  in  1957-58  was  only  $0.85. 

The  indirect  services  of  a  clinic  consist  of  mental  health  education  and  consulta- 
tion to  nonpsychiatric  agencies  and  professions  such   as  schools,  local  health   and 
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welfare  departments,  courts  and  probation  offices,  welfare  planning  bodies,  etc.  Close 
working  relationships  with  the  medical  professions  and  with  the  community  in  general 
are  maintained. 

An  information  service  is  maintained  by  the  department  in  Sacramento  to  pro- 
vide materials  for  public  education  on  mental  illness,  mental  retardation,  and 
mental  health  through  the  medium  of  a  monthly  newspaper  published  by  the  depart- 
ment and  through  other  news  stories,  radio  and  television.  The  department  main- 
tains libraries  of  mental  health  tilms  and  pamphlets  that  are  extensively  used. 

Two  information  centers  on  mental  i-etardation  are  staffed  by  psychiatric  social 
workers  with  offices  in  San  Francisco  and  Los  Angeles.  Their  function  is  to  work 
in  close  co-operation  with  both  the  hospitals  for  the  mentally  retarded  and  with 
the  communities  and  parents  of  mentally   retarded  children. 

Since  1951,  the  department  has  been  the  mental  health  authority  for  California 
under  the  National  Mental  Health  Act,  which  provides  federal  grant-in-aid  for 
community  mental  health  services.  Under  this  program,  27,  or  42%,  of  all  psy- 
chiatric clinics  in  California  got  their  start.  Many  other  types  of  mental  health 
services  have  also  been  supported  under  this  program,  which  in  1057-58  made  avail- 
able to  California  $278,400  of  national  mental  health  funds. 

The  Short-Doyle  Act  for  Community  Mental  Health  Services  became  law  on 
September  11,  1957  and  the  regulations  under  which  the  Act  is  administered  by 
the  department  became  a  part  of  Title  9  of  the  Government  Code  on  November  30, 
1957.  Immediately,  a  number  of  cities  and  counties  established  services  under  the 
Act,  starting  on  January  1,  1958.  By  June  80,  1958,  there  were  12  approved,  local 
programs,  offering  42  local  mental  health  services ;  that  is,  14  outpatient  clinics, 
5  inpatient  services  in  general  hospitals,  3  psychiatric  rehabilitation  services,  12 
consultation  services,  and  8  mental  health  education  services.  The  total  operating 
budget  for  these  services  is  $2,5(iO,879.14,  and  the  state  reimbursement  requested 
amounts  to  $1,244,320.77. 

V.  STATE  DEPARTMENT  OF  PUBLIC  HEALTH 

A.   CRIPPLED   CHILDREN'S   SERVICES   PROGRAM 

1.  Statutory  Authority.  Health  and  Safety  Code,  Division  1,  Part  1,  Chapter  2, 
Article  2. 

2.  Administration.  Program  is  administered  jointly  by  the  State  and  counties.  On 
the  state  level,  the  administering  agency  is  the  Bureau  of  Crippled  Children's 
Services,  Department  of  Public  Health. 

3.  Financing.  State  and  county  funds  are  used  to  provide  crippled  children's  .serv- 
ices. For  the  1957-58  Fiscal  Year  a  total  of  $3,375,100  of  state  funds  were  used 
for  this  purpose,  supplemented  by  $2,544,700  of  county  funds  for  treatment  pur- 
poses in  accordance  with  the  provisions  of  Budget  Act  of  1957.  Approximately 
$394,000  was  received  from  private  sources  for  this  program. 

4.  Services  Provided.  Diagnosis  and  treatment  by  qualified  specialists;  hospital 
care  in  approved  hospitals ;  convalescent  care  in  approved  convalescent  homes  ; 
appliances ;  and  allied  services  such  as  medical  social  service,  physical  therapy, 
nursing,  etc. 

5.  Eligibility  for  Services.  Services  are  limited  to  children  under  the  age  of  21  who 
are  physically  handicapped  by  orthopedic  defects,  rheumatic  fever,  cerebral  palsy, 
impaired  sight  or  hearing,  or  other  crippling  conditions  and  whose  parents  are 
wholly  or  partly  unable  to  furnish  necessary  services. 

6.  Sources  of  Referral  for  Services.  Children  are  referred  to  the  crippled  children's 
program  by  local  health  departments,  private  physicians,  schools,  private  hospi- 
tals, and  other  sources. 

7.  Caseload.  During  the  1957-58  Fiscal  Year,  services  were  provided  to  more  than 
54,000  children. 

8.  1958-59  Budget  provided  $4,464,1.52  .state  funds  for  this  program;  this  will  be 
supplemented  by  approximately  $2,793,000  of  county  funds  and  $395,000  from 
private  sources. 

B.   TUBERCULOSIS   SUBSIDY   PROGRAM 

1.  Statutory  Authority.     Health  and  Safety  Code,  Division  4,  Chapter  5. 

2.  Administration.  Program  is  administered  by  Bureau  of  Tuberculosis  Control. 
Department  of  Public  Health. 
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3.  Financing.  State  subsidies  are  given  tu  each  county  which  hospitalizes  tuber- 
culosis patients.  For  the  ]0r>7-58  Fiscal  Year,  the  total  of  this  suhsidv  was 
$4,327,500. 

4.  Conditions  of  Suhsidy.  Hospitals  and  sanatoria  must  conform  to  regulations  of 
and  be  approved  by  the  State  Department  of  Public  Healtii.  Subsidy  rate  ( in.")8-r>!) 
Fiscal  Year)  : 

$3.95  per  patient  day  for  first  3(i,o00  days  of  care  a  year, 

$3.65  per  patient  day  for  second  36,500  days  of  care  a  year. 

$3.10  per  patient  day  for  days  of  care  in  excess  of  73,000  per  year. 

5.  Elirinility  for  Services.  Subsidy  is  paid  for  those  tuberculosis  patients  cared 
for  at  public  expense  who  are  unable  to  pay  for  their  own  support  and  have  no 
relatives  responsible  for  and  able  to  pay  for  their  support. 

6.  Caseload.  During  the  1957-58  Fiscal  Year,  there  were  15,100  tuberculosis  pa- 
tients who  received  care  for  which  subsidy  payments  were  made.  Patient  days  of 
care  totaled  1,431,000  during  this  period. 

7.  1958-59  Budget  provided  a  subsidy  of  $4,570,750  to  pay  for  1,344,339  days  of 
patient  care. 

C.   CEREBRAL   PALSIED   CHILDREN'S   ASSISTANCE    PROGRAM 

1.  Statutory  Authority.  Health  and  Safety  Code,  Division  1,  Part  1,  Chapter  2, 
Article  2. 

2.  Administration.  Program  is  administered  jointly  by  the  State  and  counties.  On 
the  state  level,  the  administering  agency  is  the  Bureau  of  Crippled  Children's 
Services,   Department  of  Public  Health. 

3.  Financing.  The  State  employs  therapists  directly  or  enters  into  contracts  with 
local  health  departments  to  provide  for  their  employment. 

4.  Services  Provided.  Physical  therapists  and  occupational  therapists  are  made 
available  for  children  attending  regular  and  .^jpecial  classes  in  schools,  pre- 
school children,  and  children  unable  to  attend  school.  Orthopedic  surgery  and 
braces  are  provided  as  needed  through  the  Crippled  Children's  Services  Program. 

5.  EUgihility  for  Services.  Services  are  available  for  any  children  handicapped  by 
cerebral  palsy  enrolled  in  school.  For  those  not  enrolled,  assistance  is  provided  to 
the  extent  of  the  time  available. 

G.  Sources  of  Referral  for  Services.  Children  are  referred  to  the  crippled  children's 
program  by  local  health  departments,  private  physicians,  schools,  private  hospi- 
tals,  and  other  sources. 

7.  Caseload.  During  the  1957-58  Fiscal  Year,  services  were  provided  to  more  than 
3,500  children  through  therapists  in  51  different  schools. 

8.  195S-59  Budget  provided  $1,009,428  for  employment  of  178  therapists. 

VI.  STATE  DEPARTMENT  OF  SOCIAL  WELFARE 

A.   AID   TO    NEEDY   CHILDREN    PROGRAM 

1.  Statutory  Authority.  Welfare  and  Institutions  Code,  Division  2.  Part  2,  Chap- 
ter 1. 

2.  Adiuinistration.  The  program  is  administered  by  the  county  welfare  departments 
under  supervision  of  the  State  Department  of  Social  Welfare. 

3.  Financing.  The  program  is  financed  by  county,  state  and  federal  funds  on  a 
matching  basis.  For  the  Fiscal  Year  ending  June  30,  19.58,  a  total  of  $107,030,-500 
in  aid  payments  was  expended  for  the  aid  to  needy  children  program  in  California. 
In  addition.  $3,851,.30O  was  expended  for  medical  care  of  recipients  from  Octolier 
1,  1957.  Of  this  sum,  an  estimated  $1,812,000  was  from  federal  funds,  and  the 
remainder  from  state  funds. 

4.  Services. 

(a)  Financial  assistance  to  needy  minor  children  who  meet  specific  eligibility 
requirements.  Aid,  within  statutory  maxima  based  on  the  number  of  children 
in  the  family,  is  provided  in  the  amount  by  which  total  need  exceeds  avail- 
able net  income. 
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(b)  County  welfare  departments  co-operate  with  the  Bureau  of  Vocational  Re- 
habilitation and  the  State  Department  of  Employment  by  referring  cases  for 
rehabilitation  and  placement  when  considered  feasible. 

5.  EligihUifij  for  Services.  A  child  is  eligible  if  he  meets  the  following  requirements: 

(a)  The  family  does  not  have  sufficient  income  to  meet  basic  needs. 

(b)  The  child   is  under  18  years  of  age. 

(c)  The  child  is  without  support  or  care  of  one  or  Itoth  parents  because  of  death, 
continued  absence  from  the  home,  or  incapacity. 

(d)  The  child  has  state  residence. 

(e)  The  child,  or  his  parents,  or  both,  does  not  own  real  propertly  over  .$5,000 
county  assessed   valuation   less  encumbrances  of  record. 

(f)  The  child,  or  his  parents,  or  both,  does  not  have  personal  property  valued 
at  more  than  $600. 

(g)  The  parents  of  the  child  do  not  refuse  to  accept  reasonable  employment. 

6.  Sources  of  Referral  for  Services.  Applicants  for  aid  to  needy  children  usually 
learn  of  this  service  through  friends,  relatives,  or  other  agencies  in  the  com- 
munity. 

7.  Case  Load.  In  June,  1958,  a  total  of  175,613  children  in  61,082  families  and 
11,329  children  in  boarding  homes  and  institutions  were  receiving  assistance  under 
this  program.  About  6  percent  of  these  children  were  eligibile  on  the  basis  of  hav- 
ing an  incapacitated  parent. 

B.   AID   TO    PARTIALLY   SELF-SUPPORTING   BLIND 

1.  Statutory  Authority.  Welfare  and  Institutions  Code,  Division  5,  Part  1,  Chapter 
3,  Articles  1  to  6,  inclusive. 

2.  Administration.  Program  is  administered  by  the  county  welfare  departments  and 
is  supervised  by  the  IState  Department  of  Social  Welfare. 

3.  Financing.  For  the  Fiscal  Year  1957-58,  a  total  of  $411,100  of  state  and  county 
funds  was  used  for  this  purpose.  From  October  1,  1957,  an  estimated  total  of 
$2,700  was  expended  from  the  state  funds  for  the  medical  care  of  recipients. 

4.  Services  Provided.  Financial  assistance  to  partially  self-supporting  blind  resi- 
dents who  meet  specific  eligibility  requirements. 

5.  Eligihility  for  Aid  to  Partially  Self-supporting  Blind  Residents.  A  needy  blind 
person  is  eligible  for  assistance  if  he  meets  all  of  the  following  requirements : 
He  has  a  reasonably  adequate  plan  for  self-support  and  is  putting  forth  a  sincere 
and  sustained  effort  to  try  to  achieve  self-support;  he  is  at  least  1(»  years  of  age; 
he  has  lived  in  California  five  years  or  he  lost  his  sight  in  this  State;  he  is  not 
an  inmate  of  a  public  institution  ;  he  does  not  have  a  spouse,  jiareut,  or  adult 
child  financially  able  to  give  him  full  support ;  he  does  not  have  sufficient  income 
to  provide  himself  with  the  necessities  of  life ;  he  does  not  own  more  than  $5,000 
assessed  value  of  real  and/or  property,  except  that  additional  property  may  be 
owned  provided  it  is  necessary  to  implement  the  recipient's  plan  for  self-support 
and  provided  the  county  assessed  value  of  such  additional  property  is  not  in 
excess  of  $5,000. 

6.  Sources  of  Referral  for  Services.  Persons  believing  themselves  eligible  for  this 
type  of  public-assistance  service  apply  to  their  county  welfare  department. 

7.  Case  Load.  During  the  month  of  June,  1958,  aid  to  partially  self-supporting 
blind  residents  was  provided  to  836  blind  men  and  women. 

C.    PREVENTION    OF   BLINDNESS   PROGRAM 

1.  Statutory  Authority.  Welfare  and  Institutions  Code.  Division  5.  Part  1,  Chap- 
ter 1.  Article  3.  Section  3051. 

2.  Administration.  The  program  is  administered  by  the  State  Department  of  Social 
Welfare  with  the  co-operation  of  the  county  welfare  departments. 

3.  Financing.  State  funds  are  used  to  provide  medical  and  other  related  services  in 
this  program.  For  the  Fiscal  Tear  1957-58,  a  total  of  $111,100  was  spent  of  which 
8106.600  was  state  and  $4,500  federal  funds.  Federal  funds  represented  a  reim- 
bursement of  one-half  of  the  cost  of  diagnostic  services  only. 

4.  Services  Provided.  Diagnosis  and  treatment  by  qualified  eye  specialists;  hospital 
care ;  travel  expenses  when  necessary  ;  convalescent  care  in  rest  homes  when  nec- 
essary ;  and  glasses. 


210  EDUCATION    AAD    KtliABlLlTATlON    OF    THE    HANDlCATi'ED 

").  Eligibility  for  Services.  The  prevention-of-blinduess  program  is  a  service  to  per- 
sons whose  eye  condition  can  be  improved  by  treatment.  Such  persons  must,  in 
general,  meet  the  eligibility  requirement  of  the  aid-to-the-blind  laws.  Visual 
impairment  need  not  come  within  the  definition  of  economic  blindness,  since  the 
purpose  of  the  program  is  to  prevent  individuals  from  becoming  blind  as  well  as 
to  restore  sight.  The  service  is  available  only  to  applicants  or  recipients  of  Aid 
to  the  Blind. 

6.  Sources  of  Referral  for  Services.  The  State  Department  of  Social  Welfare  re- 
views each  physician's  report  of  eye  examination  made  in  connection  with  eligi- 
bility for  aid  to  the  blind.  This  review  also  includes  an  evaluation  of  whether 
medical  care  might  be  feasible  and  result  in  improved  vision  or  prevent  further 
loss  of  vision.  "When  a  favorable  diagnosis  is  given  the  case  is  referred  to  the 
county  for  interpretation  to  the  individual.  If  he  is  interested,  a  general  physical 
examination  is  secured  and  a  complete  diagnostic  examination  of  the  eye  made 
before  treatment  is  authorized.  Cost  cases  are  thus  found  by  the  State  in  its 
routine  review  of  physicians'  reports  of  eye  examinations  of  applicants  for  and 
recipients  of  aid  to  the  blind.  However,  sometimes  county  welfare  departments 
refer  cases. 

7.  Case  Load.  During  the  Fiscal  Tear  1957-58,  a  total  of  239  surgeries  were  per- 
formed on  224  patients ;  90  percent  of  all  surgeries  were  for  cataract  removal. 
Only  6.5  percent  of  the  cataract  operation  cases  failed  to  improve  their  vision. 
The  majority  of  those  receiving  treatments  were  no  longer  eligible  for  Aid  to  the 
Blind. 

D.   AID   TO   THE   NEEDY   DISABLED    PROGRAM 

1.  Statutory  Authority.  Welfare  and  Institutions  Code,  Division  5,  Part  2,  Chapter 
1.  The  program  was  approved  by  the  Legislature  in  1957  and  became  effective 
October  1,  1957. 

2.  Administration.  The  program  is  administered  by  county  welfare  departments 
under  supervision  of  the  State  Department  of  Social  Welfare.  The  determination 
of  disability  is  made  by  medical  review  teams  of  the  State  Department  of  Social 
Welfare. 

o.  Financing.  The  program  is  financed  entirely  by  county,  state,  and  Federal  funds 
on  a  matching  basis.  For  the  Fiscal  Year  ending  June  30,  19-58.  (nine  months  of 
program  operations)  a  total  of  $1,230,000  was  spent  for  the  Aid  to  the  Needy 
Disabled  program  in  California. 

4.  Services  Provided. 

(a)  Financial  assistance  to  needy  disabled  persons  over  18  who  meet  specific 
eligibility  requirements.  Aid  is  provided  in  an  amount  not  to  exceed  $106 
less  available  net  income. 

(b)  County  welfare  departments  co-operate  with  the  Vocational  Rehabilitation 
Service,  the  Department  of  Employment,  and  other  public  and  private  agen- 
cies by  referring  cases  for  rehabilitation  and  other  needed  services  as  indi- 
cated. 

5.  EligiliiUti/  for  Services.  A  person  is  eligible  if  he  meets  the  following  require- 
ments : 

(n)  He  has  a  major  physical  or  mental  handicap,  other  than  psychosis,  that  is 
likely  to  continue  throughout  his  lifetime  without  sub.stantial  improvement 
and  as  a  result  of  which  he  requires  constant  and  continuous  care. 

(h)    He  does  not  have  sufficient  income  to  meet  basic  needs. 

(c)  He  is  over  18  years  of  age. 

(d)  He  has  been  living  in  California  for  five  out  of  the  last  nine  years  and  at 
least  one  year  immediately  preceding  the  date  of  application. 

(e)  He  does  not  own  real  property  over  .?5.000  county  assessed  valuation  less 
encumbrances. 

(f)  He  does  not  have  personal  property  valued  at  more  than  .*?600  less  encum- 
brances. 

Cg)  He  is  a  citizen  of  the  United  States  or  has  lived  continuously  in  this  country 
since  January  1.  19.32. 

6.  Sources  of  Referral  for  Serfices.  Applicants  for  Aid  to  the  Needy  Disabled 
usually  learn  of  this  service  through  friends,  relatives  or  agencies  in  the  com- 
munity. 

7.  Case  Load.  In  December  19.58.  a  total  of  approximately  .5,000  persons  were  re- 
ceiving assistance  under  this  program. 
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To  amend  the  Vocational  Rehabilitation  Act  so  as  to  proinote  and  assist  in  the 
extension  (and  improvement  of  vocational  relialiilitation  services,  provide  for 
a  more  effective  use  of  availaltle  Federal  funds,  and  otherwise  improve  the 
provisions  of  that  Act,  and  for  other  purposes. 

Be  it  enacted  by  the  'Senate  aiut  Hume  of  Representatives  of  the 
J'nited States  of  America  in  Con(/ress  a-sse/nb/ed,  That  this  Act  may  be  Vooati onai  Re- 
cited as  the  "Vocational  Rehabilitation  Amendments  of  1954".  habilitation 

Amendments   of 

AMENDMENTS  TO  THE  VOCATIONAL  REHABILITATION  ACT  ^^ '^^ ' 

Sec.  2.  The  Vocational  Rehabilitation  Act  (29  U.  S.  C.  eh.  4)  is  41  stat.  735. 
amended  to  i-ead  as  follows : 

"authorization  or  Ari'ROrRIATIONS  I'OR  GRANTS  ;  rURPOSES  FOR  WHICH 
AVAILABLE 

"Section  1.  For  the  purpose  of  assisting  the  States  in  rehabilitating 
physically  handicapped  individuals  so  that  they  may  prepare  for  and 
engage  in  remunerative  employment  to  the  extent  of  their  capabilities, 
thereby  increasing  not  only  their  social  and  economic  well-being  but 
also  the  productive  capacity  of  the  Nation,  there  are  hereby  authorized 
to  be  appropriated  for  the  fiscal  year  ending  June  30,  1955,  the  sum  of 
$30,000,000,  for  the  fiscal  year  ending  June  30,  1956,  the  sum  of 
$45,000,000,  for  the  fiscal  year  ending  June  30,  1957,  the  sum  of 
$55,000,000,  for  the  fiscal  year  ending  June  30,  1958,  the  sum  of  $65,- 
000,000,  and  for  each  fiscal  year  thereafter  such  sums  as  Congress  may 
determine,  for  grants  to  carry  out  the  purposes  of  this  Act.  The  Types  of  grants, 
sums  so  appropriated  for  any  fiscal  year  shall  be  available  for — 

"(1)  gi-ants  to  States  under  section  2  to  assist  them  in  meeting 
the  costs  of  vocational  rehabilitation  services; 

"(2)  grants  to  States  under  section  3  to  assist  them  in  initiat- 
ing projects  for  the  extension  and  improvement  of  their  vocational 
rehabilitation  services ;  and 

"(3)  grants  to  States  and  to  public  and  other  nonprofit  organ- 
izations and  agencies  under  section  4  to  assist  in  meeting  the  costs 
of  projects  for  research,  demonstrations,  training,  and  trainee- 
ships,  and  special  projects,  which  hold  promise  of  making  a  sub- 
stantial contribution  to  the  solution  of  vocational  rehabilitation 
problems  common  to  a  number  of  States,  including  temporary 
assistance  in  initiating  a  substantial  nationwide  expansion  of 
vocational  rehabilitation  j)rograms  in  the  States. 
The  portion  of  such  sums  which  shall  be  avaiUible  for  each  of  such  Availability, 
three  types  of  grants  shall  be  specified  in  the  Act  appropriating  such 
sums,  except  that  the  first  $23,000,000  of  the  aggregate  sums  so  appro- 
priated for  any  fiscal  year  shall  be  available  for  grants  to  States  under 
section  2  to  assist  them  in  meeting  the  costs  of  vocational  rehabilitation 
services, 

"grants  to  states   for  VOCATIONAL  REHABILITATION    SERVICES 

"Sec.  2.  (a)  (1)  From  the  sums  available  for  any  fiscal  year  for 
grants  to  States  to  assist  them  in  meeting  the  costs  of  vocational  reha- 
bilitation services,  each  State  shall  be  entitled  to  an  allotment  of  an 
amount  which  bears  the  same  ratio  to  such  sums  as  the  product  of  (A) 
the  population  of  the  State  and  (B)  the  square  of  its  allotment  per- 
centage (a"  defined  in  section  11  (h))  bears  to  the  sum  of  the  corre- 
sponding products  for  all  the  States. 

(2U) 
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"(2)  The  allotment  to  any  State  for  any  fiscal  year,  as  computed 
under  the  provisions  of  paragraph  (1),  which  is  less  than  such  State's 
base  allotment,  shall,  notwithstanding  such  provisions,  be  increased  to 
the  amount  of  such  base  allotment. 
Base  allotment,  "(3)  For  the  purposes  of  this  section,  a  State's  base  allotment  is  an 
amount  equal  to  the  amount  allotted  to  such  State  for  expenditures, 
under  its  State  plan  approved  under  this  Act,  for  the  fiscal  year  ending 
June  30, 1954  (which,  in  the  case  of  the  District  of  Columbia,  shall  be 
the  amount  appropriated  to  the  Secretary  for  such  fiscal  year  for  pro- 
viding rehabilitation  services  in  the  District  of  Columbia),  increased 
by  a  uniform  percentage  which,  if  applied  to  the  amounts  so  allotted 
to  all  the  States,  would  increase  the  total  of  sucJi  allotments  to 
$23,000,000. 

"(4)  The  allotment  to  any  State,  as  computed  under  the  provisions 
of  paragraph  (1)  for  any  fiscal  year,  which  is  greater  than  such 
State's  base  allotment  by  a  percentage  in  excess  of  one  and  one-half 
times  the  percentage  by  which  the  sums  available  for  allotments  under 
this  section  for  such  year  exceed  $23,000,000,  shall  be  reduced  by  the 
amount  of  such  excess. 

"(5)  Sums  equal  to  the  reductions  effected  under  paragraph  (4)  for 
any  fiscal  year  shall  be  added  to  the  allotments  of  other  States  as  com- 
puted under  paragraph  ( 1 )  for  such  year  as  follows : 

"(A)  The  allotment  of  any  State  as  so  computed  which  is  less  than 
such  State's  base  allotment,  shall  be  increased  to  the  amount  of  such 
base  allotment. 

"(B)  The  remainder  of  such  sums  shall  be  used  to  increase  by  a  uni- 
form percentage  the  allotment  of  each  of  the  States  whose  allotments 
were  not  subject  to  reduction  under  paragraph  (4),  but  with  such 
adjustments  as  may  be  necessary  to  prevent  the  allotment  of  any  of 
such  States  from  being  so  increased  as  to  require  reduction  under 
paragraph.  (4). 

"(b)  (1)  From  each  State's  allotment  under  this  section  for  any 
fiscal  year  ending  after  June  30,  1962,  the  Secretary  shall  pay  to  sucn 
State  an  amount  equal  to  the  Federal  share  (determined  as  provided 
in  section  11  (i) )  of  the  cost  of  vocational  rehabilitation  services  under 
the  plan  for  such  State  approved  under  section  5,  including  expendi- 
tures for  the  administration  of  the  State  plan. 

"(2)  From  each  State's  allotment  under  this  section  for  any  fiscal 
year  ending  prior  to  July  1,  1962,  the  Secretary  shall  make  payments 
to  such  State,  with  resj^ect  to  the  cost  of  vocational  rehabilitation 
services  under  the  plan  of  such  State  approved  under  section  5,  includ- 
ing^ expenditures  for  the  administration  of  the  State  plan,  determined 
as  follows : 

"(A)  A  portion  of  such  allotment  equal  to  the  State's  base 
allotment  shall  be  available  for  payment  to  such  State  of  its 
adjusted  Federal  share  of  such  cost  of  vocational  rehabilitation 
services. 

"(B)  After  such  portion  has  been  paid  in  full,  any  remaining 
portions  of  a  State's  allotment  shall  be  available  for  payment  to 
such  State  of  an  amount  equal  to  its  Federal  share  (determined  as 
provided  in  section  11  (i) )  of  such  cost  for  which  payments  have 
not  b^n  made  under  subparagraph  (A) . 
"  (3)  For  the  purposes  of  this  subsection — 
Adjusted  Federal  "(A^)  *  State's  adjusted  Federal  share  for  any  fiscal  year 

share.  means — 

"(i)   in  the  case  of  any  fiscal  year  ending  prior  to  July  1, 
1959,  the  1954  Federal  share  for  such  State;  and 

"(ii)   in  the  case  of  the  fiscal  year  ending  June  30,  1960, 
June  30,  1961,  or  June  30,  1962,  the  Federal  share  for  such 
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State  for  sucli  year  increased  (if  it  is  less  than  such  State's 
1954  Federal  share)  or  decreased  (if  it  is  greater  than  such 
State's  1954  Federal  share)  by  75  per  centum,  50  per  centum, 
and  25  per  centum,  respectively,  of  the  difference  between 
such  Federal  share  for  the  year  involved  and  the  1954  Federal 
share. 
"(B)   A  State's  1954  Federal  share  means  the  percentage  which  1954  Federal 
(i)  the  base  allotment  of  such  State  is  of  (ii)  the  sum  of  such  share. 
allotment  and  the  amount  of  1954  State  funds. 

"(C)   The  1954  State  funds  for  any  State  shall  be  the  amount  1954  state  funds 
of  State  and  other  non-Federal  funds  available  for  expenditures, 
under  such  State's  i)lan  ap])roved  under  this  Act,  for  the  fiscal 
year  ending  June  >iO,  1954,  as  estimated  by  the  Secretary  for  pur- 
poses of  determining  such  State's  allotment  for  such  year  for  such 
expenditures,  except  that  the  1954  State  funds  for  the  District  of 
Columbia  shall  be  the  amount  appropriated  for  such  fiscal  year 
out  of  the  general  fund  of  the  District  of  Columbia  for  vocational 
rehabilitation. 
"(c)   If  in  any  State  there  is,  during  the  fiscal  year  ending  June  30,  Services  for 
1954,  a  State  agency  administering  or  supervising  the  administration  ^^^  blind, 
of  the  part  of  the  State  plan  under  which  vocational  rehabilitation 
services  are  provided  for  the  blind,  separate  from  the  State  agency 
administering  or  supervising  the  administration  of  the  remainder  of 
the  State  plan — 

"(1)   for  each  consecutive  fiscal  year  during  which  there  are  Division  of 
such  separate  agencies,  the  portion  of  such  State's  allotment  which  allotment. 
is  equal  to  such  State's  base  allotment  shall  be  divided  between  the 
two  agencies  in  the  same  proportion  as  the  amount  allotted  to  the 
State  under  this  Act  for  expenditures  during  the  fiscal  year  end- 
ing June  30, 1954,  was  divided  between  such  agencies  ; 

"(2)   for  each  such  consecutive  fiscal  year  ending  prior  to  July  Separate  Fed- 
1, 1962,  separate  Federal  shares  shall  be  established  for  such  agen-  eral  shares. 
cies  for  purposes  of  subsection  (b)  (2) ,  and  for  such  purposes — 
"(A)  the  1954  Federal  share  for  each  shall  be  the  percent- 
age which  (i)  the  portion  of  the  State's  allotment  for  the 
fiscal  year  ending  June  30,  1954,  which  was  made  available 
to  eacli,  is  of  (ii)  the  portion  of  the  sum  of  such  allotment 
and  the  amount  of  1954  State  funds  available  to  each  for 
expenditures,  under  the  State  plan  approved  under  this  Act, 
during  such  year ;  and 

"(B)  the  portion  of  the  allotment  referred  to  in  subsection 
(b)  (2)  (A)  for  each  shall  be  the  portion  of  the  State's  allot- 
ment allocated  to  each  pursuant  to  paragraph  (1)  of  this 
subsection. 

"grants  to  states  for  extension  and  improvement  projects 

"Sec.  3.  (a)  (1)  From  the  sums  available  for  any  fiscal  year  for  Basis  of 
grants  to  States  to  assist  them  in  initiating  projects  for  the  extension  allotments. 
and  improvement  of  vocational  rehabilitation  services,  each  State 
shall  be  entitled  to  an  allotment  of  an  amount  bearing  the  same  ratio 
to  such  sums  as  the  population  of  such  State  bears  to  the  population  of 
all  the  States.  The  allotment  to  any  State  under  the  preceding  sen- 
tence for  any  fiscal  year  which  is  less  than  $5,000  (or  such  other  amount 
as  may  be  specified  as  a  minimum  allotment  in  the  Act  appropriating 
such  sums  for  such  year)  shall  be  increased  to  that  amount,  tne  total 
of  the  increases  thereby  required  being  derived  by  proportionately 
reducing  the  allotments  to  each  of  the  remaining  States  under  the 
preceding  sentence,  but  with  such  adjustments  as  may  be  necessary  to 
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prevent  the  allotment  of  any  of  such  remaining  States  from  being 
thereby  reduced  to  less  than  that  amount. 

HEW  payment.  "(2)  From  each  State's  allotment  under  this  section  for  any  fiscal 

year,  the  Secretary  shall  pay  to  such  State  a  portion  of  the  cost  of 
approved  projects  for  the  extension  and  improvement  of  vocational 
rehabilitation  services   (including  tlieir  administration)   under  the 

Project  ap-  State  plan.     The  Secretary  shall  approve  any  project  for  purposes 

proval,  of  this  section  only  if  the  plan  of  such  State  approved  under  section  5 

includes  such  project  or  is  modified  to  include  it  and  only  if  he  finds 
the  project  constitutes  an  extension  or  improvement  of  vocational 
rehabilitation  services  under  the  State  plan  or  will  contribute  mate- 
rially to  such  an  extension  or  improvement. 

Duration.  "(b)  Payments  under  this  section  with  respect  to  any  project  may 

be  made  for  a  period  of  not  to  exceed  three  years  beginning  with  the 
commencement  of  the  first  fiscal  year  for  which  any  payment  is  made 
with  respect  to  such  project  from  an  allotment  under  this  section.  To 
the  extent  permitted  by  the  State's  allotment  under  this  section,  such 
payments  with  respect  to  any  project  shall  be  equal  to  75  per  centum 
of  the  cost  of  such  project,  except  that,  at  the  request  of  the  State,  such 
payments  may  be  less  than  such  percentage  of  the  cost  of  such  project. 

Restriction.  "(c)  No  payment  may  be  made  from  an  allotment  under  this  section 

with  respect  to  any  cost  with  respect  to  which  any  payment  is  made 
under  section  2. 

"gkants  fob  special  pkojects 


Research,   train- 
ing,  eto. 


Prograjn  ex- 
pansion. 

Limitations, 


Direct  services. 
Approval, 


Demonstration 
rehabilita- 
tion center, 
Washington, 
D.   C,   area. 


Payments . 


"Sec.  4.  (a)  From  the  sums  available  therefor  for  any  fiscal  year, 
the  Secretary  shall  make  grants  to  States  and  public  and  other  non- 
profit organizations  and  agencies  (1)  for  paying  part  of  the  cost  of 
projects  for  research,  demonstrations,  training,  and  traineeships,  and 
projects  for  the  establishment  of  special  facilities  and  services,  which, 
in  the  judgment  of  the  Secretary,  hold  promise  of  making  a  substantial 
contribution  to  the  solution  of  vocational  rehabilitation  problems 
common  to  all  or  several  States,  and  (2)  for  planning,  preparing  for, 
and  initiating,  during  the  fiscal  year  ending  June  30,  1955,  and  the 
fiscal  year  ending  June  30,  1956,  a  substantial  nationwide  expansion 
of  vocational  rehabilitation  programs  in  the  States.  No  grant  shall 
be  made  under  clause  (1)  or  clause  (2)  of  this  subsection  for  furnish- 
ing to  an  individual  any  one  course  of  study  extending  for  a  period  in 
excess  of  two  years.  Any  grant  of  funds  under  this  siibsection  which 
will  be  used  for  direct  services  to  physically  handicapped  individuals 
or  for  establishing  facilities  which  will  render  direct  services  to  such 
individuals  must  have  the  prior  approval  of  the  appropriate  State 
agency. 

"(b)  The  Secretary  shall  be  authorized  to  cooperate  in  assisting 
with  the  financing  of  a  pilot  demonstration  rehabilitation  center  in  the 
metropolitan  Vrashington  area  to  be  used  as  a  guide  for  rehabilitation 
centers  which  may  be  set  up  later  in  other  parts  of  the  country.  Sums 
made  available  for  such  a  pilot  demonstration  center  in  the  Washing- 
ton area  may  be  used  during  such  initial  period  as  the  Secretary  may 
determine  for  such  services  as  hospitalization,  domiciliary  care,  and 
rehabilitation  training,  including  costs  of  board  and  room  of  trainees 
and  other  services  essential  to  the  program,  as  in  the  discretion  of  the 
Secretary  deems  desirable.  The  services  of  such  a  pilot  demonstra- 
tion rehabilitation  center  in  the  metropolitan  Washington  area  shall 
be  made  available  to  area  civil  service  employees  as  well  as  to  other 
patients. 

"  (c)  Payments  under  this  section  may  be  made  in  advance  or  by  way 
of  reimbursement  for  services  performed  and  purchases  made,  as  may 
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be  determined  by  the  Secretary;  and  shall  be  made  on  such  conditions 
as  the  Secretary  finds  necessary  to  carry  out  the  purposes  of  this  section. 

"(d)  (1)  There  is  hereby  established  in  the  Department  of  Health,  National  Ad- 
E'ducation,  and  Welfare  a  National  Advisory  Council  on  Vocational  ^isory  Council 
Rehabilitation,  consisting  of  the  Secretary,  or  his  designee,  who  shall  R^Jbilitation 
be  Chairman,  and  tAvelve  members  appointed  without  regard  to  civil-  ^  ^^jgj.g  * 

service  laws  by  the  Secretary.  The  twelve  appointed  members  shall  ®  ^  * 
be  leaders  in  fields  concerned  with  vocational  rehabilitation  or  in  pub- 
lic affairs,  and  six  of  such  twelve  shall  be  selected  from  leading  med- 
ical, educational,  or  scientific  authorities  who  are  outstanding  for  their 
work  in  the  vocational  rehabilitation  of  physically  handicapped 
individuals.  Three  of  the  twelve  appointed  members  shall  be  persons 
who  are  themselves  physically  handicapped.  Each  appointed  member  Term  of  offioe, 
of  the  Council  shall  hold  office  for  a  term  of  four  years,  except  that  any 
member  appointed  to  fill  a  vacancy  occurring  prior  to  the  expiration 
of  the  term  for  which  his  predecessor  is  appointed  shall  be  appointed 
for  the  remainder  of  such  term  and  except  that,  of  the  members  first 
appointed,  three  shall  hold  office  for  a  term  of  three  years,  three  shall 
hold  office  for  a  term  of  two  years,  and  tliree  shall  hold  office  for  a  term 
of  one  year,  as  designated  by  the  Secretary  at  the  time  of  appointment. 
None  of  such  twelve  members  shall  be  eligible  for  reappointment  until 
a  year  has  elapsed  after  the  end  of  his  preceding  term. 

"(2)  The  Council  is  authorized  to  review  applications  for  special  Duties. 
projects  submitted  to  the  Secretary  under  this  section  and  reconnnend 
to  the  Secretary  for  grants  under  this  section  any  such  projects  or  any 
projects  initiated  by  it  which  it  believes  show  promise  of  making 
valuable  contributions  to  the  vocational  rehabilitation  of  physically 
handicapped  individuals.  The  Secretary  is  authorized  to  utilize  the 
services  of  any  member  or  members  of  the  Council  in  connection  with 
matters  relating  to  the  administration  of  this  section,  for  such  periods, 
in  addition  to  conference  periods,  as  he  may  determine. 

"(3)  Appointed  members  of  the  Council,  while  attending  meetings  Per  diem  pay- 
of  the  Council  or  while  otherwise  serving  at  the  request  of  the  Secre-  ments, 
tary,  shall  be  entitled  to  receive  compensation  at  a  rate  to  be  fixed  by 
the  Secretary,  but  not  exceeding  $50  per  diem,  and  shall  also  be  entitled 
to  receive  an  allowance  for  actual  and  necessary  traveling  and  subsis- 
tence expenses  while  so  serving  away  from  their  places  of  residence. 

"(4)   The  Secretary  shall  transmit  to  the  Congress  annually  a  report  Report  to 
concerning  the  special  projects  initiated  under  this  section,  the  recom-  Congress, 
mendations  of  the  National  Advisory  Council  on  Vocational  Rehabili- 
tation, and  any  action  taken  with  respect  to  such  recommendations. 

"state  plans 

"Sec.  5.  ^a)  To  be  approvable  under  this  Act,  a  State  plan  for  voca-  Requirements. 
tional  rehaoilitation  services  shall — 

"(1)  designate  the  State  agency  administering  or  supervising 
the  administration  of  vocational  education  in  the  State,  or  a  State 
rehabilitation  agency  (primarily  concerned  with  vocational 
rehabilitation),  as  the  sole  State  agency  to  administer  the  plan, 
or  to  supervise  its  administration  in  a  political  subdivision  of  the 
State  by  a  sole  local  agency  of  such  political  subdivision,  except 
that  where  under  the  State's  law  the  State  blind  commission,  or 
other  agency  which  provides  assistance  or  services  to  the  adult 
blind,  is  authorized  to  provide  them  vocational  rehabilitation 
services,  such  State  blind  commission  or  other  State  agency  may 
be  designated  as  the  sole  State  agency  to  administer  the  part  of 
the  plan  under  which  vocational  rehabilitation  services  are  pro- 
vided for  the  blind  (or  to  supervises  the  administration  of  such 
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part  in  a  political  subdivision  of  the  State  by  a  sole  local  agency 
of  such  political  subdivision)  and  the  State  vocational  education 
agency  or  the  State  rehabilitation  agency  shall  be  designated  as 
the  sole  State  agency  with  respect  to  the  rest  of  the  State  plan ; 

"(2)  provide  that  tlie  head  of  the  vocational  rehabilitation 
bureau,  division,  or  other  unit  of  a  State  vocational  education 
agency  designated  pursuant  to  paragraph  (1),  shall  be  subject 
only  to  the  supervision  and  direction  of  such  agency  or  its  execu- 
tive officer; 

"•(3)  provide  for  financial  participation  by  the  State,  and  pro- 
vide that  the  plan  shall  be  in  effect  in  all  political  subdivisions  of 
the  State; 

''(■4)  show  the  plan,  policies,  and  methods  to  be  followed  in 
carrying  out  the  work  under  the  State  plan  and  in  its  adminis- 
tration and  supervision,  and  in  case  vocational  rehabilitation 
services  cannot  be  provided  all  eligible  physically  handicapped 
individuals  who  apply  for  such  services,  show  the  order  to  be 
followed  in  selecting  those  to  whom  vocational  rehabilitation  serv- 
ices will  be  provided ; 

"(5)  provide  such  methods  of  administration,  other  than 
methods  relating  to  the  establishment  and  maintenance  of  per- 
sonnel standards,  as  are  found  by  the  Secretary  to  be  necessary 
for  the  proper  and  efficient  administration  of  the  plan; 

"(6)  contain  (A)  provisions  relating  to  the  establishment  and 
maintenance  of  personnel  standards,  including  provisions  relating 
to  the  tenure,  selection,  appointment,  and  qualifications  of  per- 
sonnel, and  (B)  provisions  relating  to  the  establishment  and 
maintenance  of  minimum  standards  governing  the  facilities  and 
personnel  utilized  in  the  provision  of  vocational  rehabilitation 
services,  but  the  Secretary  shall  exercise  no  authority  with  respect 
to  the  selection,  method  of  selection,  tenure  of  office,  or  compen- 
sation of  any  individual  employed  in  accordance  with  such 
provisions ; 

"(7)  provide  that,  in  addition  to  training,  maintenance,  place- 
ment, and  guidance,  physical  restoration  services  will  be  pro- 
vided under  tlie  plan ; 

"(8)  provide  that  the  State  agency  will  make  such  reports, 
in  such  form  and  containing  such  information,  as  the  Secretary 
may  from  time  to  time  reasonably  require  to  carry  out  his  func- 
tions under  this  Act,  and  comply  with  such  provisions  as  he  may 
from  time  to  time  find  necessary  to  assure  the  correctness  and 
verification  of  such  reports; 

"(9)  provide  for  cooperation  by  the  State  agency  with,  and 
the  utilization  of  the  services  of.  the  State  agency  administering 
the  State's  public  assistance  program,  and  the  Bureau  of  Old-Age 
and  Survivors  Insurance  (Department  of  Health,  Education,  and 
Welfare)  and  of  other  Federal,  State,  and  local  public  agencies 
providing  services  relating  to  vocational  rehabilitation  services; 
"(10)  provide  for  entering  into  cooperative  arrangements  with 
the  system  of  public  emi)loyment  offices  in  the  State  and  the 
maximum  utilization  of  the  job  placement  and  employment  coun- 
seling services  and  other  services  and  facilities  of  such  offices; 
and 

"(11)   provide  that  vocational  rehabilitation  services  provided 
under  the  State  plan  shall  be  available  to  any  civil  emploj'ee  of 
the  United  States  disabled  while  in  the  performance  of  his  duty 
Approval,  On  the  same  terms  and  conditions  as  apply  to  other  persons. 

"(b)   The  Secretary  shall  approve  any  plan  which  the  Secretary 
finds  fulfills  the  conditions  specified  in  subsection  (a)  of  this  section. 
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"(c)   Whenever  the  Secretary,  after  reasonable  notice  and  oppor-  withholding;  of 
tunity  for  hearinj;  to  the  State  aj^ency  administerinfr  or  su|)ervisinf^  payments. 
the  administration  of  the  State  plan  ai)proved  nnder  this  section,  finds 
that— 

"(1)   the  plan  has  been  so  chan<ied  that  it  no  lonjrer  complies 
with  the  requirements  of  subsection  (a)  of  this  section;  or 

"(2)  in  the  administration  of  the  plan  there  is  a  failure  to  com- 
ply substantially  with  any  such  provision; 
the  Secretary  shall  notify  such  State  ajjency  that  no  f\irther  payments 
will  be  made  to  the  State  under  section  2  or  8  (or,  in  his  discretion,  that 
further  payments  will  not  be  made  to  the  State  for  projects  under  or 
parts  of  the  State  plan  affected  by  such  failure),  ujitil  he  is  satisfied 
that  there  is  no  longer  any  such  failure.  Until  he  is  so  satisfied  the 
Secretary  shall  make  no  further  payments  to  such  State  under  section 
2  or  3  (or  shall  limit  payments  to  projects  under  or  parts  of  the  State 
plan  in  which  there  is  no  such  failure). 

"(d)  If  any  State  is  dissatisfied  with  the  Secretary's  action  under  Appeal, 
subsection  (c)  of  this  section,  such  State  may  apj)eal  to  the  United 
States  district  court  for  the  district  where  the  capital  of  such  State  is 
located  and  judicial  revieAv  of  such  action  shall  be  on  the  record  in 
accordance  with  the  provisions  of  the  Administrative  Procedure  Act.  60  stat.  237. 

5  use   1001  note. 
"method  of  computing  and  making  payments 

"Sec.  6.  The  method  of  computing  and  paying  amounts  pureuant  to 
section  2  or  3  shall  be  as  follows : 

"(1)  The  Secretary  shall,  prior  to  the  beginning  of  each  calendar 
quarter  or  other  period  jirescribed  by  him,  estimate  the  amount  to  be 
paid  to  each  State  under  the  provisions  of  such  section  for  such  period, 
such  estimate  to  be  based  on  such  records  of  the  State  and  information 
furnished  by  it,  and  such  other  investigation,  as  the  Secretary  may 
find  necessary. 

"(2)  The  Secretary  shall  pay,  from  the  allotment  available  therefor, 
the  amount  so  estimated  by  him  for  such  period,  reduced  or  increased, 
as  the  case  may  be,  by  any  sum  ( not  previously  adjusted  under  this  par- 
agraph) by  which  he  finds  that  his  estimate  of  the  amount  to  be  paid 
the  State  for  any  prior  period  under  such  section  was  greater  or  less 
than  the  amount  which  should  have  been  paid  to  the  State  for  such 
prior  period  under  such  section.  Such  payments  shall  be  made  prior 
to  audit  or  settlement  by  the  General  Accounting  Office,  shall  be  made 
through  the  disbursing  facilities  of  the  Treasury  Department,  and 
shall  be  made  in  such  installments  as  the  Secretary  may  determine. 

"administration 

"Sec.  7.  (a)  In  carrying  out  his  duties  under  this  Act,  the  Secre- 
tary shall — 

"(1)  make  studies,  investigations,  demonstrations,  and  reports  studies,  et.o, 
with  respect  to  abilities,  aptitudes,  and  capacities  of  physically 
handicapped  individuals,  development  of  their  potentialities,  and 
their  utilization  in  gainful  and  suitable  employment; 

"(2)  cooperate  with  and  render  technical  assistance  to  States  in  Technical 
matters  relating  to  the  vocational  rehabili'tation  of  physically  assistanoe,  eto, 
handicapped  individuals; 

"(3)  provide  short-term  training  and  instruction  in  tecluiical  Training. 
matters  relating  to  vocational  rehabilitation  services,  including  the 
establishment  and  maintenance  of  such  research  fellowships  and 
traineeships,  with  such  stipends  and  allowances  (including  travel 
and  subsistence  expenses) ,  as  he  may  deem  necessaiy,  excejjt  that 
no  such  training  or  instruction  (or  fellowship  or  scholarship)  shall 
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be  provided  any  individual  for  any  one  course  of  study  for  a  period 
in  excess  of  two  years ;  and 

"(4)  disseminate  information  as  to  the  studies,  investigations, 
demonstrations,  and  reports  referred  to  in  paragraph  (1)  and 
otlier  matters  relating  to  vocational  rehabilitation  services,  and 
otherwise  promote  the  cause  of  rehabilitation  of  physically  handi- 
capped individuals  and  their  greater  utilization  in  gainful  and 
suitable  employment. 
"(b)  The  Secretary  is  authorized  to  make  rules  and  regulations 
governing  the  administration  of  this  Act,  and  to  delegate  to  any  officer 
or  employee  of  the  United  States  such  of  his  powers  and  duties,  except 
the  making  of  rules  and  regulations,  as  he  finds  necessary  in  carrying 
out  the  purposes  of  this  Act. 


PROMOTION  OF  EMPLOYMENT  OPPORTUNITIES 

"Sec.  8.  The  Secretary  of  Labor  and  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  shall  cooperate  in  developing,  and  in  recom- 
mending to  the  appropriate  State  agencies,  policies  and  procedures 
which  will  facilitate  the  placement  in  employment  of  handicapped, 
individuals  who  have  received  rehabilitation  services  under  State 
vocational  rehabilitation  programs,  and,  together  with  the  chairman 
of  the  President's  Committee  on  Employment  of  the  Physically 
Handicapped,  shall  develop  and  recommend  methods  which  will 
assure  maximum  utilization  of  services  which  that  committee,  and 
cooperating  State  and  local  organizations,  are  able  to  render  in 
promoting  job  opportunities  for  such  individuals. 


"Sec.  9.  Annual  reports  shall  be  made  to  the  Congress  by  the  Secre- 
tary as  to  the  administration  of  this  Act. 


"authorization  or  appropriation  for  administration 

"Sec.  10.  There  are  hereby  authorized  to  be  included  for  each  fiscal 
year  in  the  appropriations  for  the  Department  of  Health,  Education, 
and  Welfare  such  sums  as  are  necessary  to  administer  the  provisions 
of  this  Act. 

"definitions 

"Sec.  11.  For  the  purposes  of  this  Act — 
"Vocational  re-        "(a)  The  term 'vocational  rehabilitation  services' means  diagnostic 
habilitation         and  related  services    (including  transportation)    incidental   to  the 
services",  determination  of  eligibility  for  and  the  nature  and  scope  of  services  to 

be  provided ;  training,  guidance  and  placement  services  for  physically 
liandicapped  individuals;  and,  in  the  case  of  any  such  individual 
found  to  require  financial  assistance  with  respect  thereto,  after  full 
consideration  of  his  eligibility  for  any  similar  benefit  by  way  of  pen- 
sion, compensation,  and  insurance,  any  other  goods  and  services  nec- 
essary to  render  such  individual  fit  to  engage  in  a  remunerative 
occupation  (including  remunerative  homehonnd  work),  including  the 
following  physical  restoration  and  other  goods  and  services — 

"(1)  corrective  surgery  or  therapeutic  treatment  necessary  to 
correct  or  substantially  modify  a  physical  or  mental  condition 
which  is  stable  or  slowly  progressive  and  constitutes  a  substantial 
handicap  to  employment,  but  is  of  such  a  nature  that  such  cor- 
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rection  or  modification  may  reasonably  be  expected  to  eliminate 
or  substantially  reduce  such  handicap  within  a  reasonable  length 
of  time; 

"(2)  necerisarv  hospitalization  in  connection  with  surgery  or 
treatment  specified  in  paragraph  (1)  ; 

"(3)  such  prosthetic  devices  as  are  essential  to  obtaining  or 
retaining  employment ; 

"(4)  maintenance,  not  exceeding  the  estimated  cost  of  subsist- 
ence, during  rehabilitation ; 

"(5)  tools,  equipment,  initial  stocks  and  supplies  (including 
equipment  and  initial  stocks  and  supplies  for  vending  stands), 
books,  and  training  materials,  to  any  or  all  of  which  the  State 
may  retain  legal  title ;  and 

"(6)  transportation  (except  where  necessary  in  connection  with 
determination  of  eligibility  or  nature  and  scope  of  services)  and 
occupational  licenses. 
Such  term  also  includes. — 

"(7)  the  acquisition  of  vending  stands  or  other  equipment  and 
initial  stocks  and  supplies  for  use  by  severely  handicapped  indi- 
viduals in  any  type  of  small  business  the  operation  of  which  will 
be  improved  through  management  and  supervision  by  the  State 
agency ;  and 

"(8)  the  establishment  of  public  and  other  nonprofit  rehabil- 
itation facilities  to  provide  services  for  physically  handicapped 
individuals  and  the  establishment  of  public  and  other  nonprofit 
workshops  for  the  severely  handicapped. 
"  (b)   The  term  'physically  handicapped  individual'  means  any  indi-  "Physloally 
vidual  who  is  under  a  physical  or  mental  disability  which  constitutes  handloapped  In- 
a  substantial  handicap  to  employment,  but  which  is  of  such  a  nature  divl duals," 
that  vocational  rehabilitation  services  may  reasonably  be  expected  to 
render  him  fit  to  engage  in  a  remunerative  occupation. 

"(c)  The  term  'rehabilitation  facility'  means  a  facility  operated  for  "Rehabilitation 
the  primary  purpose  of  assisting  in  the  rehabilitation  of  physically  facility." 
handicapped  individuals — 

"(1)  which  provides  one  or  more  of  the  following  types  of 
services : 

"(A)  testing,  fitting,  or  training  in  the  use  of  prosthetic 
devices ; 

'(B)   prevocational  or  conditioning  therapy ; 
"(C)  physical  or  occupational  therapy ; 
"(D)  adjustment  training;  or 

"(E)  evaluation  or  control  of  special  disabilities ;  or 
"  (2)  through  which  is  provided  an  integrated  program  of  med- 
ical, psychological,  social,  and  vocational  evaluation  and  services 
under  competent  professional  supervision:  Provided^  That  the 
major  portion  of  such  evaluation  and  services  is  furnished  within 
the  facility  and  that  all  medical  and  related  health  services  are 

f>rescribed  by,  or  are  under  the  formal  supervision  of,  persons 
icensed  to  practice  medicine  or  surgery  in  the  State. 

"(d)  The  term  'workshop'  means  a  place  where  any  manufacture  "Workshop." 
or  handiwork  is  carried  on  and  which  is  operated  for  the  primary  pur- 
pose of  providing  remunerative  employment  to  severely  handicapped 
individuals  who  cannot  be  readily  absorbed  in  the  competitive  laoor 
market. 

"(e)  The  term  'nonprofit',  when  used  with  respect  to  a  rehabilita-  "Nonprofit." 
tion  facility  or  a  workshop,  means  a  rehabilitation  facility  and  a 
workshop,  respectively,  owned  and  operated  by  a  corporation  or  asso- 
ciation, no  part  of  the  net  earnings  of  which  inures,  or  may  la^vf  ully 
inure,  to  the  benefit  of  any  private  shareholder  or  individual  and  the 
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income  of  which  is  exempt  from  taxation  under  section  101  (6)  of  the 
Internal  Revenue  Code. 

"(f)  Establishment  of  a  workshop  or  rehabilitation  facility 
means — 

"(1)  in  the  case  of  a  workshop,  the  expansion,  remodeling,  or 
alteration  of  existing  buildings,  necessary  to  adapt  such  buildings 
to  workshop  purposes  or  to  increase  the  employment  opportunities 
in  workshops,  and  the  acquisition  of  initial  equipment  necessary 
for  new  workshops  or  to  increase  the  employment  opportunities 
in  workshops ;  and 

"(2)  in  the  case  of  a  rehabilitation  facility,  the  expansion,  re- 
modeling, or  alteration  of  existing  buildings,  and  initial  equip- 
ment of  such  buildings,  necessary  to  adapt  such  buildings  to 
rehabilitation  facility  purposes  or  to  increase  their  effectiveness 
for  such  purposes  (subject,  however,  to  such  limitations  as  the 
Secretary  may  by  regulations  prescribe  in  order  to  ])revent  impair- 
ment of  the  objectives  of,  or  duplication  of,  other  Fedei-al  laws 
providing  Federal  assistance  to  States  in  the  construction  of  such 
facilities)  and  initial  staffing  thereof  (for  a  period  not  exceeding 
one  year) . 
"(g)   The  term  'State'  includes  Alaska,  the  District  of  Columbia, 
Hawaii,  the  Virgin  Islands,  and  Puerto  Rico,  and  for  purposes  of 
section  4,  includes  also  Guam. 

"(h)  (1)  The  'allotment  percentage'  for  any  State  shall  be  100  per 
centum  less  that  peicentage  which  bears  the  same  ratio  to  50  per 
centum  as  the  per  capita  income  of  such  State  bears  to  the  per  capita 
income  of  the  continental  United  States  (excluding  Alaska),  except 
that  (A)  the  allotment  percentage  shall  in  no  case  be  more  than  75 
per  centum  or  less  than  S^Ys  per  centum,  and  (B)  the  allotment  per- 
centage for  Hawaii  shall  be  50  per  centum,  and  the  allotment  percent- 
age for  Alaska,  Puerto  Rico,  and  the  Virgin  Islands  shall  be  75  per 
centum. 

"(2)  The  allotment  percentages  shall  be  promulgated  by  the  Secre- 
tary between  July  1  and  August  31  of  each  even-numbered  year,  on 
the  basis  of  the  average  of  the  per  capita  incomes  of  the  States  and  of 
the  continental  United  States  for  the  three  most  recent  consecutive 
years  for  which  satisfactory  data  are  available  from  the  Department 
of  Commerce.  Such  promulgation  shall  be  conclusive  for  each  of  the 
two  fiscal  years  in  the  period  beginning  July  1  next  succeeding  such 
promulgation:  Pr&vided,  That  the  Secretary  shall  promulgate  such 
percentages  as  soon  as  possible  after  the  enactment  of  the  Vocational 
Rehabilitation  Amendments  of  1954,  which  promulgation  shall  be 
conclusive  for  the  three  fiscal  years  in  the  period  ending  June  30, 1957. 
"(i)  The  'Federal  share'  for  any  State  for  any  fiscal  year  (other 
than  the  fiscal  year  ending  June  30,  1954)  shall  be  100  per  centum 
less  that  percentage  which  bears  the  same  ratio  to  40  per  centum  as 
the  per  capita  income  of  such  State  bears  to  the  per  capita  income  of 
the  continental  United  States  (excluding  Alaska),  except  that  (A) 
the  Federal  share  shall  in  no  case  be  more  than  70  per  centum  or  less 
than  50  per  centum,  and  (B)  the  Federal  share  for  Hawaii  and  Alaska 
shall  be  60  per  centum,  and  the  Federal  share  for  Puerto  Rico  and 
the  Virgin  Islands  shall  be  70  per  centum.  In  computing  the  Federal 
share  of  a  State  for  a  year,  the  Secretary  shall  use  the  same  figures 
for  per  capita  incomes  of  the  States  and  of  the  United  States  as  he  used 
in  computing  the  allotment  percentage  of  such  State  for  such  year. 

"(j)  The  population  of  the  several  States  shall  be  determined  on  the 
basis  of  the  latest  figures  furnished  by  the  Department  of  Commerce. 
"(k)    The  term  'Secretary",   except  when   the   context   otherwise 
requires,  means  the  Secretary  of  Health,  Education,  and  Welfare. 
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"transition  provisions 

"Seo.  12.  (a)  In  the  case  of  any  State  which,  immediately  prior 
to  July  1,  1954,  was  carrying  on  a  vocational  rehabilitation  program 
under  a  State  plan  approved  under  this  Act,  such  State  plan  shall  be 
deemed  to  be  a  State  plan  approved  under  section  5  of  this  Act  until 
(1)  the  Secretary  finds,  after  reasonable  notice  and  opportunity  for  a 
hearing  to  the  State  agency,  that  such  plan  has  been  so  changed  that  it 
no  longer  complies  with  any  provision  required  to  be  included  in  such 
plan  under  this  Act  as  in  effect  prior  to  the  enactment  of  the  Vocational 
Rehabilitation  Amendments  of  1954,  or  in  the  administration  of  such 
plan  there  is  a  failure  to  comply  substantially  with  any  such  provision, 
or  (2)  the  plan  is  superseded  by  a  plan  approved  under  section  5  of 
this  Act,  or  (3)  July  1, 1955,  whichever  occurs  first. 

"(b)  Sums  appropriated  for  grants  to  States  for  the  fiscal  year  end- 
ing June  30,  1955,  pursuant  to  the  Vocational  Rehabilitation  Act  in 
effect  prior  to  the  enactment  of  the  Vocational  Rehabilitation  Amend- 
ments of  1954  (including  the  portion  of  sums  made  available  to  the 
Secretary  for  rehabilitation  services  in  the  District  of  Columbia) 
shall  be  deemed  to  have  been  made  available  for  grants  to  States 
under  section  2  of  this  Act.  Payments  made  from  such  sums  to  a 
State  prior  to  the  enactment  of  the  Vocational  Rehabilitation  Amend- 
ments of  1954  (including  payments  made  from  such  sums  before  or 
after  such  enactment  for  vocational  rehabilitation  services  in  the 
District  of  Columbia)  shall  be  deemed  to  have  been  paid  under  this 
Act  from  the  State's  allotment  under  such  section  2. 

"short  title 

"Sec.  13.  This  Act  may  be  cited  as  the  'Vocational  Rehabilitation 
Act'." 

VOCATIONAL  REHABILITATION  PROGRAM  IN  THE  DISTRICT  OF  COLUMBIA 

Sec.  3.  (a)  The  personnel,  property,  and  records  which  the  Direc-  Transfer  to 
tor  of  the  Bureau  of  the  Budget  determines  relate  primarily  to  the  D.  c.  govem- 
provision  of  vocational  rehabilitation  services  in  the  District  of  Colum-  "lent, 
bia  or  the  performance  of  functions  of  a  State  licensing  agency  under 
the  Act  of  June  20,  1936  (20  U.  S.  C,  ch.  6A),  shall  be  transferred,  49  Stat.  1559, 
within  ninety  days  after  the  enactment  of  this  Act,  from  the  Depart- 
ment of  Health,  Education,  and  Welfare  to  the  municipal  government 
of  the  District  of  Columbia  for  use  in  providing  such  services  and 
performing  such  functions  in  the  District  of  Columbia. 

(b)  The  Board  of  Commissioners  of  the  District  of  Columbia  is 
hereby  authorized,  within  available  appropriations  and  allotted  funds, 
to  take  such  action  as  may  be  necessary  to  secure  for  the  District  of 
Columbia   the   benefits   of   the    Vocational   Rehabilitation   Act,    as  41  stat.  735. 
amended  by  this  Act,  and  the  Act  of  June  20, 1936  (20  U.  S.  C,  ch.  6A ) .  29  use  41. 

(c)  Notwithstanding  anything  to  the  contrary  in  section  2  or  any 
other  provision  of  this  Act,  the  Secretary  of  Health,  Education,  and 
Welfare  is  authorized  to  continue  the  performance  of  functions 
relating  to  the  provision  of  vocational  rehabilitation  services  in  the 
District  of  Columbia  and  to  use  appropriations  available  therefor 
until  completion  of  the  transfer  provided  in  subsection  (a)  in  like 
manner  as  such  functions  were  being  performed  and  appropriations 
used  by  such  Secretary  immediately  prior  to  the  enactment  of  this 
Act. 
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Blind  persons. 
Vending  stand 
operation. 


Concession-stand 
opportunities. 


State  licensing 
agenoies* 


Restrictions, 

29  use  41, 
29  use  35, 

HEW  regulations, 

20  use  107a(b). 

20  use  107a(c), 

Location  and 
type  of  stand. 


AMENDMENTS  TO  THE  RANDOLPH-SHEIU'ARD  VENDING  STAND  ACT 

Sec.  4.  (a)  The  first  section  of  the  Act  entitled  "An  Act  to  author- 
ize the  operation  of  stands  in  Federal  buildings  by  blind  persons,  to 
enlarge  the  economic  opportunities  of  the  blind,  and  for  other  pur- 
poses',  approved  June  20,  1936,  as  amended  (20  U.  S.  C,  sec.  107),  is 
amended  to  read  as  follows :  "That  for  the  purpose  of  providing  blind 
persons  with  remunerative  employment,  enlarging  the  economic 
opportunities  of  the  blind,  and  stimulating  the  blind  to  greater  efforts 
in  striving  to  make  themselves  self-supporting,  blind  persons  licensed 
under  the  provisions  of  this  Act  shall  be  authorized  to  operate  vending 
stands  on  any  Federal  property  where  such  vending  stands  may  be 
properly  and  satisfactorily  operated  by  blind  persons.  In  authorizing 
the  operation  of  vending  stands  on  Federal  property,  preference  shall 
be  given,  so  far  as  feasible,  to  blind  persons  licensed  by  a  State  agency 
as  provided  in  this  Act ;  and  the  head  of  each  department  or  agency 
in  control  of  the  maintenance,  operation,  and  protection  of  Federal 
property  shall,  after  consultation  with  the  Secretary,  and  with  the 
approval  of  the  President,  prescribe  regulations  designed  to  assure 
such  preference  (including  assignment  of  vending  machine  income 
to  achieve  and  protect  such  preference)  for  such  licensed  blind  persons 
without  unduly  inconveniencing  such  departments  and  agencies  or 
adversely  affecting  the  interests  of  the  United  States." 

(b)  (1)  Section  2  (a)  of  such  Act  of  June  20,  1936,  as  amended 
(20  U.  S.  C,  sec.  107a),  is  amended  by  striking  out  "in  Federal  and 
other  buildings"  where  it  appears  in  paragraph  (1)  and  inserting  in 
lieu  thereof  "on  Federal  and  other  property",  and  by  amending  para- 
graph (4)  to  read  as  follows : 

"(4)  Designate  as  provided  in  section  3  of  this  Act  the  State  com- 
mission for  the  blind  in  each  State,  or,  in  any  State  in  which  there  is 
no  such  commission,  some  other  public  agency  to  issue  licenses  to  blind 
persons  who  are  citizens  of  the  United  States  and  at  least  twenty-one 
years  of  age  for  the  operating  of  vending  stands  on  Federal  and  other 
property  in  such  State  for  the  vending  of  newspapers,  periodicals,  con- 
fections, tobacco  products,  articles  dispensed  automatically  or  in  con- 
tainers or  wrappmg  in  which  they  are  placed  before  receipt  by  the 
vending  stand,  and  such  other  articles  as  may  be  approved  for  each 
property  by  the  department  or  agency  in  control  of  tiie  maintenance, 
operation,  and  protection  thereof  and  the  State  licensing  agency  in 
accordance  with  the  regulations  prescribed  pursuant  to  the  first  sec- 
tion :  Provided,  That  (A)  effective  four  years  after  the  enactment  of 
the  Vocational  Rehabilitation  Amendments  of  1954,  in  any  State  hav- 
ing an  approved  plan  for  vocational  rehabilitation  pursuant  to  the 
Vocational  Rehabilitation  Act,  the  licensing  agency  to  be  designated 
hereunder  shall  be  the  State  agency  designated  pursuant  to  section  5 
(a)  (1)  of  such  Act  as  the  sole  State  agency  with  respect  to  vocational 
rehabilitation  of  the  blind;  and  (B)  prior  to  such  time,  no  license  shall 
be  granted  except  upon  certification  by  a  vocational  rehabilitation 
agency  that  the  individual  is  qualified  to  operate  a  vending  stand." 

(2)  Paragraph  (5)  of  such  subsection  is  amended  by  inserting 
",  including  the  issuance  of  rules  and  regulations,"  after  "steps". 

(c)  Section  2  (b)  of  such  Act  of  June  20,  1936,  as  amended,  is 
amended  by  striking  out  the  third  sentence  thereof. 

(d)  Section  2  (c)  of  such  Act  of  June  20,  1936,  as  amended,  is 
amended  to  read  as  follows : 

"(c)  The  State  licensing  agency  designated  by  the  Secretary  is 
authorized,  with  the  approval  of  the  head  of  the  department  or  agency 
in  control  of  the  maintenance,  operation,  and  protection  of  the  Federal 
property  on  which  the  stand  is  to  be  located  but  subject  to  regulations 
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prescribed  pursuant  to  the  first  section,  to  select  a  location  for  such 
stand  and  the  type  of  stand  to  be  provided." 

(e)  Section  3  of  such  Act  of  June  20, 1936,  as  amended  (20  U.  S.  C, 

sec.  107b),  is  amended  to  read  as  follows:  state  licensing 

"Sec.  3.  A  State  commission  for  the  blind  or  other  State  agency  de-  agenoy, 

siring  to  be  designated  as  the  licensing  agency  shall,  with  the  approval  Application  for 

of  the  chief  executive  of  the  State,  make  application  to  the  Secretary  designation. 

and  agree — 

"  ( 1 )  to  cooperate  with  the  Secretary  in  carrying  out  the  pur- 
pose of  this  Act ; 

"(2)  to  provide  for  each  licensed  blind  person  such  vending 
stand  equipment,  and  adequate  initial  stock  of  suitable  articles  to 
be  vended  therefrom,  as  may  be  necessary:  Provided,,  }u)tcevei\ 
That  such  equipment  and  stock  may  be  owned  by  the  licensing 
agency  for  use  of  the  blind,  or  by  the  blind  individual  to  whom  the 
license  is  issued :  And  provided  further,  That  if  ownership  of  such 
equipment  is  vested  in  the  blind  licensee,  (A)  the  State  licensing 
agency  shall  retain  a  first  option  to  repurchase  such  equipment  and 
(B)  in  the  event  such  individual  dies  or  for  any  other  reason  ceases 
to  be  a  licensee  or  transfers  to  another  vending  stand,  ownership  of 
such  equipment  shall  become  vested  in  the  State  licensing  agency 
(for  transfer  to  a  successor  licensee)  subject  to  an  obligation  on  the 

f)art  of  the  State  licensing  agency  to  pay  to  such  individual  (or  to 
lis  estate)  the  fair  value  of  his  interest  therein  as  later  determined 
in  accordance  with  regulations  of  the  State  licensing  agency  and 
after  opportunity  for  a  fair  hearing. 

"(3)  that  if  any  funds  are  set  aside,  or  caused  to  be  set  aside, 
from  the  proceeds  of  the  operation  of  the  vending  stands  such 
funds  shall  be  set  aside,  or  caused  to  be  set  aside,  only  to  the  extent 
necessary  for  and  may  be  used  only  for  the  purposes  of  (A)  main- 
tenance and  replacement  of  equipment;  (B)  the  purchase  of  new 
equipment;  (C)  management  services;  and  (D)  assuring  a  fair 
minimum  return  to  operators  of  vending  stands :  Provided,,  hoio- 
ever,  That  in  no  event  shall  the  amount  of  such  funds  to  be  set 
aside  from  the  proceeds  of  any  vending  stand  exceed  a  reasonable 
amount  which  shall  be  determined  by  the  Secretary ; 

"(4)  to  make  such  reports  in  such  form  and  containing  such 
information  as  the  Secretary  may  from  time  to  time  require  and 
to  comply  with  such  provisions  as  he  may  from  time  to  time  find 
necessary  to  assure  the  correctness  and  verification  of  such  reports ; 

"(5)  to  issue  such  regulations,  consistent  with  the  provisions  of 
this  Act,  as  may  be  necessary  for  the  operation  of  this  program; 

"(6)  to  provide  to  any  blind  licensee  dissatisfied  with  any  action 
arising  from  the  operation  or  administration  of  the  vending 
stand  program  an  opportunity  for  a  fair  hearing." 

(f )  Section  6  of  such  Act  of  June  20, 1936,  as  amended  (20  U.  S.  C, 
sec.  107e),  is  amended  by  adding  at  the  end  thereof  the  following  new 
subsections : 

"(d)  The  term 'Federal  property' means  any  building,  land,  or  other  "Federal  prop- 
real  jjroperty  owned,  leased,  or  occupied  by  any  department  or  agency  erty." 
of  the  United  States  or  any  instrumentality  wholly  owned  by  the 
United  States,  or  by  any  department  or  agency  of  the  District  of 
Columbia  or  any  Territory  or  possession  of  the  United  States. 

"(e)  The  term  'Secretary'  means  the  Secretary  of  Health,  Educa-  "Seoretaiy." 
tion,  and  Welfare." 

(g)  Such  Act  of  June  20, 1936,  as  amended,  is  amended  by  renumber- 
ing section  7  as  section  8,  and  by  inserting  immediately  after  section  6  20  use  107f . 
the  following  new  section : 
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state  acting  as      ''Sec.  7.  In  the  case  of  any  State  which,  immediately  prior  to  July 

licensing  1^  1954,  -was  performing  the  functions  of  a  State  licensing  agency 

agency  before      pursuant  to  an  application  for  designation  approved  under  this  Act, 

st^   '  *     such  application  shall  be  deemed  to  be  an  application  api^roved  under 

^*  section  o  of  this  Act,  as  amended  by  the  Vocational  Rehabilitation 

Amendments  of  1954,  until  (1)  the  Secretary  finds,  after  reasonable 

notice  and  opportunity  for  a  hearing  to  the  State  licensing  agency, 

that  the  provisions  contained  in  such  application  have  been  changed 

so  that  it  no  longer  complies  with  any  2:)rovisions  required  to   be 

included  in  such  application  under  this  Act,  as  in  effect  prior  to 

July  1,  1954,  or  that  in  the  administration  of  the  program  there  is  a 

failure  to  comply  substantially  with  anv  such  provision,  or  (2)  the 

ajjplication  is  superseded  by  an  application  approved  under  section  8 

of  this  Act  after  July  1,  1954,  or  (3)  July  1,  1955,  whichever  first 

occurs." 

president's  committee  on  empi>oyment  of  the  physically 
handicapped 

Sec.  5.  The  joint  resolution  entitled  "Joint  resolution  authorizing 

an  appropriation  for  the  work  of  the  President's  Committee  on 

National    Employ   the   Physically   Handicapped   AVeek",   approved 

Appropriation.   July  11,  1949  (63'Stat.  409)",  is  amended  by  striking  out  "$75,000"'  and 

inserting  in  lieu  thereof  "$225,000". 

UNITED  STATES  EMPLOYMENT  SERVICES 

Sec.  6.   (a)  The  first  sentence  of  subsection  (a)  of  section  3  of  the 
48  Stat.  114.     Act  of  June  6,  1933,  as  amended  (29  U.  S.  C,  sec.  49b),  is  hereby 
amended  by  inserting  after  "gainful  occupations,"  the  following: 
"including  employment  counseling  and  placement  services  for  handi- 
capped persons,", 

(b)  Section  8  of  such  Act,  as  amended  (29  U.  S.  C,  sec.  49g),  is 
further  amended  by  inserting  after  the  first  sentence  thereof  a  new 
sentence  to  read  as  follows :  "Such  plans  shall  include  provision  for  the 
promotion  and  development  of  employment  opportunities  for  handi- 
capi^ed  persons  and  for  job  counseling  and  placement  of  such  persons, 
and  for  the  designation  of  at  least  one  person  in  each  State  or  Federal 
employment  office,  whose  duties  shall  include  the  effectuation  of  such 
purposes." 
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stucfy  of  ex-  Sec  7.  The  Secretary  of  Health,  Education,  and  Welfare  shall  make 

isting  pro-        a  thorough  study  of  existing  programs  for  teaching  and  training 
grams,  handicapped  persons,  commonly  known  as  shut-ins,  whose  disabilities 

confine  them  to  their  homes  or  beds,  for  the  purpose  of  ascertaining 
whether  additional  or  supplementary  programs  or  services  are  neces- 
sary, particularly  in  rural  areas,  in  order  to  provide  adequate  general 
ameliorative  and  vocational  training  for  such  handicapped  persons. 
Report  to  The  Secretary  shall  report  to  the  Congress  not  later  than  six  months 

Congress.  after  the  date  of  enactment  of  this  Act  the  results  of  such  study, 

together  with  such  recommendations  as  may  be  desirable. 

EFFECTIVE  DATE 

Sec.  8.  The  amendments  made  by  this  Act  shall  become  effective 
July  1,  1954. 

Approved  August  3,    1954. 


APPENDIX  III 
CALIFORNIA   EDUCATION   CODE 

CHAPTER  12.     VOCATIONAL  REHABILITATION 

(Chapter  12  added  by  Stats.  1953,  Ch.  1(J47.  In  effect  Ootol)er  3,  lOuS) 

Note  :  Stats.  1953,  Ch.  1647,  also  contained  the  following  provisions : 

Sec.  7.  All  money  in  the  Vocational  Rehabilitation  Fund  on  the  effective  date 
of  this  act  shall  be  disposed  of  as  follows  : 

(a)  All  money  in  said  fund  that  was  derived  from  money  appropriated  by  the 
State  from  the  General  Fund,  the  expenditure  of  which  is  administered  under  the 
provisions  of  Chapter  12  of  Division  4  of  the  Education  Code,  shall,  on  order  of 
the  State  Controller,  be  transferred  from  the  Vocational  Rehabilitation  Fund  to 
the  General  Fund,  and  shall  be  credited  to  the  appropriation  in  the  latter  fund 
from  which  such  money  was  originally  derived.  The  unexpended  balance  of  each 
such  General  Fund  appropriation  shall  continue  to  be  available  for  expenditure 
for  the  purposes  for  which  such  appropriation  was  made,  and  shall  be  subject 
to  all  of  the  provisions  making  such  appropriation. 

(b)  All  money  in  the  Vocational  Rehabilitation  Fund  that  was  dei'ived  from 
grants  of  money  received  by  the  State  from  the  United  States,  the  expenditure  of 
which  is  administered  through  or  under  the  provisions  of  Chapter  12  of  Division  4 
of  the  Education  Code,  shall,  on  order  of  the  State  Controller,  be  transferred 
from  the  Vocational  Rehabilitation  Fund  to  the  Vocational  Rehabilitation  Federal 
Fund,  and  shall  be  available  for  expenditure  from  the  latter  fund,  without  regard 
to  fiscal  years,  for  the  purposes  for  which  it  is  made  available  by  the  United  States. 

Sec.  7.5.  It  is  specifically  provided  that  this  act  is  not  intended  to  and  shall 
not  be  construed  so  as  to  affect  in  any  way  administratively  or  otherwise  any 
existing  program  for  the  blind  including  the  orientation  program,  the  field  pro- 
gram, the  field  service,  the  business  enterprise  and  vending  stand  program  and  the 
workshops  operated  by  the  California  Industries  for  the  Blind.  These  existing 
programs  are  to  remain  administered  exclusively  for  the  blind  and  are  not  to  be 
utilized  for  the  care,  orientation,  training,  rehabilitation  or  employment  of  handi- 
capped persons  who  are  not  blind  except  as  specifically  provided  in  the  law  relating 
to  such  existing  program. 

Article   1.     General   Provisions 
(Article  1  added  by  Stats.  1953,  Ch.  1647.  In  effect  October  1,  1953) 

9850.  It  is  the  public  policy  of  this  State  to  encourage  and  assist  physically 
and  mentally  handicapped  persons  to  achieve  the  maximum  degree  of  self-support, 
and  for  that  purpose  to  make  adequate  provision  for  such  services  as  will  enable 
them  to  prepare  for  and  engage  in  remunerative  employment  to  the  maximum  extent 
of  their  capabilities.  This  policy  should  be  carried  out  by  strengthening  the  exist- 
ing program  of  vocational  rehabilitation,  by  adding  such  services  as  will  enable 
the  greatest  number  of  disabled  persons  to  become  self-supporting,  and  by  the  estab- 
lishment of  this  service  upon  an  adequate  legal  basis  in  the  laws  of  this  State. 

9851.  The  people  of  the  State  accept  the  provisions  and  benefits  of  the  act  of 
Congress  entitled  "An  act  to  provide  for  the  promotion  of  vocational  rehabilitation 
of  persons  disal)led  in  industry  or  otherwise  and  their  return  to  civil  employment," 
approved  .June  2,  1920,  and  as  the  same  has  been  amended. 

9852.  In  accepting  the  provisions  and  benefits  of  the  act  of  Congress  referred 
to  in  Section  9851,  the  people  of  the  State  agree  to  observe  and  comply  with  all 
its  requirements. 

9853.  "Department"  means  Department  of  Education. 

9854.  "Bureau"  means  the  Bureau  of  Vocational  Rehabilitation  in  the  State 
Department  of  Education. 

9855.  "Executive  officer"  means  the  Director  of  Education  who  is  the  Executive 
Officer  of  the  State  Board  of  Education. 
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9856.  "Employment  handicap"  means  a  physical  or  mental  condition  which 
constitutes,  contributes  to,  or  if  not  corrected  will  probably  result  in,  an  impair- 
ment of  occupational  performance. 

9857.  "Disabled  individual"  means  any  person  who  has  a  substantial  employ- 
ment handicap. 

9858.  "Vocational  rehabilitation"  and  "vocational  rehabilitation  services"  means 
any  service,  provided  directly  or  through  public  or  private  instrumentalities,  pro- 
vided to  a  disabled  individual  to  compensate  for  his  employment  handicap  and  to 
enable  him  to  engage  in  a  remunerative  occupation,  including,  but  not  limited  to, 
medical  and  vocational  diagnosis,  vocational  guidance,  counseling  and  placement, 
rehabilitation  training,  physical  restoration,  transportation,  occupational  and  busi- 
ness licenses,  equipment,  initial  stocks  and  supplies,  including  livestock,  mainte- 
nance, and  instructional  supplies  and  equipment  which  the  department  may  permit 
to  be  retained  by  any  trainee  to  whom  furnished  if  essential  to  permit  him  to  enter 
upon  and  follow  an  occupation. 

9859.  "Rehabilitation  training"  means  all  necessary  training  provided  to  a  dis- 
abled individual  to  compensate  for  his  employment  handicap  including,  but  not 
limited  to,  manual,  preconditioning,  prevocational,  vocational,  and  supplementary 
training  and  training  provided  for  the  purpose  of  developing  occupational  skills 
and  capacities. 

9860.  "Physical  restoration"  means  any  medical,  surgical,  or  therapeutic  treat- 
ment necessary  to  correct  or  substantially  reduce  a  disabled  individual's  employment 
handicap  within  a  reasonable  length  of  time  including,  but  not  limited  to,  medical, 
psychiatric,  dental,  and  surgical  treatment,  nursing  service,  hospital  care,  drugs, 
medical  and  surgical  supplies,  and  prosthetic  appliances,  but  excluding  curative 
treatment  for  acute  or  transitory  condition. 

9861.  "Prosthetic  appliance"  means  any  artificial  device  necessary  to  support 
or  take  the  place  of  a  part  of  the  body  or  to  increase  the  acuity  of  a  sense  organ. 

9862.  "Occupational  licenses"  means  any  licenses,  permit,  or  other  written  au- 
thority required  by  any  governmental  unit  to  be  obtained  in  order  to  engage  in  an 
occupation. 

9863.  "Maintenance"  means  money  payment  not  exceeding  the  estimated  cost 
of  subsistence  during  the  provision  of  vocational  rehabilitation  or  rehabilitation 
services.  It  further  includes  amounts,  in  cash  or  in  kind,  to  cover  the  cost,  if  any, 
of  short  periods  of  medical  care  for  acute  conditions  arising  during  the  provision  of 
vocational  rehabilitation  or  rehabilitation  services. 

9864.  An  "industrial  rehabilitation  workshop"  means  an  establishment  that  is 
operated  for  the  primary  purpose  of  providing  remunerative  employment,  prevoca- 
tional, exploratory,  employment  training  or  conditioning  for  employment  to  persons 
who  cannot  be  absorbed  in  the  competitive  labor  market  due  to  physical  or  mental 
handicaps.  Employment  may  be  offered  through  the  manufacture  and  sale  of  products 
by  the  workshop  or  through  the  subcontracting  of  work  from  other  government 
agencies  or  from  private  industry.  Handicapped  persons  employed  in  such  workshop 
shall  be  paid  wages  based  upon  the  unit  value  of  the  work  produced  comparable  to 
the  wages  paid  in  private  industry  for  similar  units  of  work. 

9865.  "Blind  person"  means  either  a  person  who  has  not  more  than  20/200 
central  visual  acuity  in  the  better  eye  after  correction,  or  a  person  who  has  visual 
acuity  greater  than  20/200  but  with  a  limitation  in  the  fields  of  vision  such  that 
the  widest  diameter  of  the  visual  field  subtends  an  angle  no  greater  than  20  degrees. 

Article  2.     Administration 
(Article  2  added  by  State.  1953,  Ch.  1647.  In  effect  October  1,  1953) 

9891.  The  State  Board  of  Education  shall  administer  this  chapter  through  the 
Department  of  Education. 

9892.  The  department  shall  direct  its  program  of  vocational  rehabilitation 
through  the  director. 

9893.  The  department  shall  provide  the  services  defined  authorized  by  this 
chapter  to  the  physically  or  mentally  impaired,  including  the  blind,  determined  to 
be  eligible  therefor. 

9894.  The  department  may  co-operate  with  other  departments,  agencies,  and 
institutions,  both  public  and  private,  in  providing  the  services  authorized  by  this 
chapter  to  impaired  individuals,  in  studying  the  problems  involved  therein,  and  in 
establishing,  developing,  and  providing,  in  conformity  with  the  purposes  of  this 
chapter,  such  programs,  facilities,  and  services  as  may   be  necessary  or  desirable. 
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9S95.  The  department  may  enter  into  reciprocal  agreements  with  other  states  to 
provide  for  the  services  authorized  by  this  chapter  to  residents  of  the  state  concerned. 

9896.  Tlie  department  may  conduct  resoarcli  and  compile  statistics  relating  to  the 
provision  of  services  or  the  need  of  services  by  impaired  individuals. 

9897.  The  department  may  prepare  and  promulgate  regulations  and  statements  of 
policy  governing  the  protection  of  records  and  confidential  information,  the  manner 
and  form  of  filing  applications,  eligibility  and  investigation  and  determination  thereof 
for  vocational  rehabilitation  services,  procedure  for  fair  hearings  and  such  other 
regulations  and  policies  as  are  found  necessary  to  carry  out  the  purposes  of  this 
chapter. 

9898.  The  department  and  the  Industrial  Accident  Commission  shall  formulate 
a  plan  of  co-operation  for  the  referral  and  rehabilitation  of  persons  in  industry. 

9899.  The  department  may  utilize  funds  made  available  from  appropriations  by 
Congress,  by  gifts  or  gi'ants  from  private  sources  or  by  state  appropriations,  or  both, 
or  by  transfer  of  funds  from  other  state  departments  subject  to  usual  budgetary 
controls  for  the  purpose  of  establishing  and  operating  workshops,  or  of  co-operating 
with  other  public  or  private  agencies  for  this  purpose. 

9900.  Pursuant  to  agreements  the  department  shall  co-operate  with  the  Federal 
Government  in  carrying  out  the  purposes  of  any  federal  statutes  pertaining  to  the 
purposes  of  this  chapter  and  may  adopt  such  methods  of  administration  found 
necessary  by  the  Federal  Government  for  the  proper  and  efiicient  operation  of  such 
agreements  or  plans  for  vocational  rehabilitation  and  may  comply  with  such  condi- 
tions as  may  be  necessary  to  secure  the  full  benefits  of  such  federal  statutes. 

Article  3.     Eligibility  for  Services 
(Article  3  added  by  Stats.  1953,  Ch.  1647.  In  effect  October  1,  1953) 

9931.  Vocational  rehabilitation  services  may  only  be  provided  any  disabled  indi- 
vidual 16  years  of  age  or  over : 

(a)  For  whom  it  has  been  determined  vocational  rehabilitation  may  be  satisfac- 
torily achieved : 

(b)  Who  has  resided  within  the  State  for  one  year,  or  who  is  eligible  therefor 
under  terms  of  an  agreement  with  another  state  or  the  Federal  Government ; 

(c)  Who  is  found  to  be  in  financial  need  with  respect  to  rehabilitation  services, 
except  that  counseling,  rehabilitation  training,  and  job  placement  shall  be  made 
available  without  regard  to  financial  need. 
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CHAPTER  7.     VOCATIONAL  REHABILITATION  FEDERAL  FUND 

(Chapter  7  added  by  Stats.  1943,  Ch.  78,  as  part  of  codificatioA.  Chapter  heading 
amended  by  Stats.  1953,  Ch.  1647.  In  effect  October  1,  1953.) 

Article  1.     Establishment  of  Fund 

5801.  The  State  Treasurer,  as  required  by  the  federal  act  relating  to  vocational 
rehabilitation  referred  to  in  Chapter  12  of  Division  4,  shall  receive  and  provide  for 
the  proper  custody  of  all  funds  apportioned  to  the   State  under  that  act. 

5802.  The  State  Treasurer  shall  also  receive  and  provide  for  the  proper  custody 
of  all  money  appropriated  by  this  article,  of  all  money  that  may  be  hereafter  appro- 
priated for  the  purpose  of  carrying  out  the  provisions  of  this  article,  and  of  all 
money  that  may  be  received  by  the  State  Board  of  Education  under  the  provisions 
of  this  chapter. 

5803.  The  Vocational  Eehabilitation  Federal  Fund  in  the  State  Treasury  is 
hereby  created.  All  grants  of  money  received  by  this  State  from  the  United  States, 
the  expenditure  of  which  is  administered  under  the  provisions  of  Chapter  12  of 
Division  4,  shall,  on  order  of  the  State  Controller,  be  deposited  in  the  Vocational 
Rehabilitation  Federal  Fund. 

5804.  All  money  in  the  Vocational  Rehabilitation  Federal  Fund  is  hereby  appro- 
priated to  the  State  Department  of  Education,  without  regard  to  fiscal  years,  for 
expenditure  for  the  purposes  for  which  the  money  deposited  therein  is  made  available 
by  the  United  States  for  expenditure  by  the  State. 

5805.  The  Director  of  Finance  and  the  State  Controller  may  approve  any  general 
plan  whereby : 

(a)  Any  expenditures  which  are  a  proper  charge  against  money  made  available  by 
the  United  States  and  deposited  in  the  Vocational  Rehabilitation  Fund  may  be  paid 
in  the  first  instance  from  any  appropriation  from  the  General  Fund,  expenditures 
from  which  are  administered  under  the  provisions  of  Chapter  12  of  Division  4 ;  and 

(b)  The  General  Fund  shall  be  reimbursed  for  expenditures  made  therefrom  that 
are  a  proper  charge  against  the  Vocational  Rehnbilitation  Federal  Fund. 

Such  a  general  plan  may  provide  for  advance  transfers  from  the  Vocational  Reha- 
bilitation Federal  Fund  to  the  General  Fund,  basing  all  estimates  of  such  expendi- 
tures that  will  be  subject  to  reimbursement  from  the  Vocational  Rehabilitation 
Federal  Fund  pursuant  to  such  plan,  and  may  provide  for  reimbursements  to  the 
Vocational  Rehabilitation  Federal  Fund,  when  necessary. 

Request  for  reimbursement  or  transfer  pui-suant  to  such  a  plan  shall  be  furnished 
to  the  State  Controller  in  writing  by  the  Department  of  Education,  accompanied  by 
such  financial  statements  as  the  plan  may  provide ;  and  on  order  of  the  State  Con- 
troller, the  required  amount  shall  be  transferred  in  accordance  therewith. 

5806.  Money  in  the  Vocational  Rehabilitation  Federal  Fund  shall  be  expended  as 
provided  by  this  article,  as  requisitioned  by  the  Department  of  Education  in  carrying 
out  the  provisions  of  this  code  relating  to  vocational  rehabilitation,  the  federal  act, 
the  rules  and  regulations  of  the  State  Board  of  Education. 
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CHAPTER   11.     VENDING  STANDS  FOR  BLIND 

(Chapter  11  added  by  Stats.  ll>53,  Ch.  170,  as  i)ai-t  of  cudilicatiuii) 

6900.  lor  the  purpose  of  providing  bliud  porsous  witli  remunerative  employ- 
ment, enlarging  the  economic  opportunities  of  tne  blind,  and  stimulating  tlie  blind 
to  greater  efforts  in  striving  to  make  themselves  self-supporting,  blind  persons 
licensed  under  the  provisions  of  this  chapter,  except  as  otiierwise  provided,  may 
operate  vending  stands  in  any  building  owned  or  occupied  by  the  (State  or  by  any 
county  or  city  for  the  vending  of  articles  pursuant  to  this  chapter. 

6901.  This  chapter  does  not  apply  nor  authorize  the  installation  of  vending 
stands  in  any  building  wholly  used  by  any  educational  institution  of  any  type 
supported  in  whole  or  in  part  from  public  funds  unless  such  educational  institution 
is  of  university  or  college  or  junior  college  grade. 

6902.  The  Director  of  Finance  may  construct  and  install  or  permit  the  con- 
struction and  installation  of  vending  stands  for  operation  by  licensed  blind  persons 
in  any  building  owned  or  occupied  by  the  State.  The  governing  board  of  any  county 
may  also  construct  and  install  or  permit  the  construction  and  installation  of  vending 
stands  for  operation  by  blind  persons  in  any  building  owned  or  occupied  by  the 
county.  The  governing  board  of  any  city  may  construct  and  install  or  permit  the 
construction  and  installation  of  such  vending  stands  for  operation  by  such  blind 
persons  in  any  building  owned  or  occupied  by  the  city. 

6903.  The  Bureau  of  Vocational  Rehabilitation  in  the  State  Department  of 
Education  shall  administer  this  chapter  subject  to  the  direction  of  the  Director  of 
Education. 

6904.  The  bureau  shall: 

(a)  Make  surveys  of  oppox-tunities  for  the  operation  of  vending  stands  by  blind 
persons  in  public  buildings. 

(b)  Prescribe  all  necessary  rules  and  regulations  for  the  operation  of  the  vending 
stands,  and  do  all  things  necessary  and  proper  to  carry  out  the  provisions  of  this 
chapter,  including  the  collection  of  a  service  charge  based  on  gross  sales,  not  to 
exceed  4  percent  thereof,  from  each  vending  stand  operator,  such  service  charges 
to  be  placed  in  the  Special  Deposit  Fund  to  be  used  for  maintenance,  repairs,  and 
replacement  of  equipment,  for  loans  to  operators  for  initial  stock,  and  for  such 
other  expenditures  as  are  found  necessary  to  carry  out  the  purposes  of  this  chapter  ; 
provided,  that  no  portion  of  such  service  charges  shall  be  used  for  administrative 
salaries  or  for  the  construction  of  new  vending  stands. 

(c)  Select  a  location  for  each  vending  stand  constructed  or  installed  in  any 
building  subject  to  the  approval  of  the  person,  governing  board,  or  legislative  body 
having  the  care,  custody,  and  control  of  such  building. 

(d)  Issue  licenses  for  the  operation  of  vending  stands  to  blind  persons  who  are 
citizens  of  the  United  States,  21  years  of  age  or  over,  and  who  have  resided  in  the 
State  at  least  five  years  immediately  preceding  date  of  application  for  license. 

6905.  In  issuing  licenses  for  the  operation  of  vending  stands,  preference  shall 
be  given  blind  persons  who  are  in  need  of  employment.  Licenses  shall  be  issued 
only  to  applicants  who  are  blind  within  the  meaning  of  this  section  but  who  are 
able  and  qualified  in  spite  of  such  infirmity  to  operate  such  stands. 

As  used  in  this  section,  "blind  person"  means  a  person  having  not  more  than 
20/200  visual  acuity  in  the  better  eye  with  correcting  lenses,  or  having  a  visual 
acuity  greater  than  20/200  but  v.'ith  a  limitation  in  the  fields  of  vision  such  that 
the  widest  diameter  of  the  visual  field  subtends  an  angle  no  greater  than  20  degrees. 
Such  blindness  shall  be  certified  by  a  licensed  physician  and  surgeon  who  specializes 
in  diseases  of  the  eye. 

6006.  Each  license  shall  be  issued  for  an  indefinite  period,  hut  may  be  terminated 
by  the  licensing  agency  when  the  agency  is  satisfied  that  the  stand  is  not  being 
operated  in  accordance  with  the  rules  and  regulations  prescribed  by  it. 

6907.  A  vending  stand  operated  pursuant  to  this  chapter  shall  be  used  solely 
for  the  vending  of  newspapers,  periodicals,  candies,  chewing  gum,  tobacco  products, 
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picture  postcards,  and  such  other  articles  as  are  approved  by  the  bureau  and  by 
the  person,  governing  board,  or  legislative  body  having  the  care,  custody,  and  control 
of  the  building  in  which  the  stand  is  operated. 

6908.  The  operator  of  each  vending  stand  is  subject  to  the  provisions  of  any 
ordinance  of  the  county  or  city  in  which  the  stand  is  located  requiring  a  license 
or  permit  for  the  conduct  of  such  business,  but  any  such  license  or  permit  shall  be 
issued  free  of  charge  to  a  qualified  blind  person  licensed  under  this  chapter. 

The  person,  governing  board,  or  legislative  body  having  the  care,  custody,  and 
control  of  the  building  in  which  a  vending  stand  is  operated  pursuant  to  this  chapter 
has  the  right  to  approve,  disapprove,  or  withdraw  approval  of  the  person  operating 
a  vending  stand. 

6909.  Blind  persons  who  are  authorized  to  operate  vending  stands  in  any  building 
owned  or  occupied  by  the  State,  any  county,  or  city  may  keep  their  guide  dogs  with 
them  in  the  building  while  operating  the  vending  stands. 
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Section  152S.5  provides: 

"Any  child  who  is  otherwise  qualified  to  receive  aid  under  this  chapter  may  be 
disqualified  from  receivinR-  such  aid  for  so  long  as  the  parent  of  the  child  refuses  to 
accept  reasonable  employment  or  vocational  rehabilitative  training;  necessary  to  im- 
prove or  restore  his  capacity  to  support  himself  and  his  dependents,  or  fails  to  co- 
operate to  the  best  of  his  ability  in  order  to  render  himself  more  fully  capable  of 
supporting  himself  and  his  dependents.  Each  county  shall,  in  administering  aid  under 
this  chapter,  refer  to  the  Bureau  of  Vocational  Rehabilitation  of  the  State  Depart- 
ment of  Education  each  parent  of  a  needy  child  to  determine  the  feasibility  of 
rehabilitation  for  such  person.  The  State  Department  of  Social  Welfare  and  the 
State  Department  of  Education  shall  jointly  develop  plans  for  the  orderly  processing 
of  such  cases.  Priority  shall  be  given  to  cases  for  which  rehabilitation  is  determined 
to  be  most  feasible. 

"For  the  purpose  of  this  chapter  the  value  of  such  tools  and  equipment  as  may  be 
necessary  to  implement  the  rehabilitation  program  undertaken  for  such  parents  shall 
not  be  included  in  the  personal  property  qualification  for  aid  established  in  Sec- 
tion 1521. 

"Nothing  in  this  section  shall  be  construed  to  prevent  the  State  Department  of 
Social  Welfare  and  the  State  Department  of  F]ducation  from  determining  the  type 
of  cases  for  which  vocational  rehabilitation  is  not  feasible  and  for  which  referral  is 
unnecessary." 

Section  1503  provides: 

"It  is  the  intent  of  the  Legislature  that  the  employment  and  self-maintenance  of 
parents  of  needy  children  be  encouraged  to  the  maximum  extent  and  that  this 
chapter  shall  be  administered  in  such  a  way  that  needy  children  and  their  parents 
will  be  encouraged  and  inspired  to  assist  in  their  own  maintenance.  The  State  De- 
partment of  Social  Welfare  shall  take  all  necessary  steps  to  implement  this  section." 
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Expenditures  for  Vocational  Rehabilitation  in  California,  1943 

Showing  the  Percentages  of  State  Expenditures  in 
Relation  to  Total  Expenditures 

State  Total 

Fiscal  year                                                  expenditures  expenditures 

1943-44 $125,471  $392,562 

1944-45 165,378  591.878 

1945-46 205,899  810,219 

1946-47 281,345  1,174,126 

1947-48 414,605  1,603,264 

1948-49 685,000  2.261,251 

1949-50 689,932  2,313,581 

1950-51 730.061  2,430,035 

1951-52 786,639  2.337,643 

1952-53 963,738  2,504,292 

1953-54 1,071,219  2,711,083 

1954-55 1,282,494  3,017,805 

1955-56 1,374,319  3,259,145 

1956-57 1,562,218  3,730,071 

1957-58 1,904,759  4,431,775 

1958-59    (authorized) 2,202,106  5,004,854* 

1959-60   (requested) 2,499,659  5,451,507* 

*  Does  not  include  federal  funds  for  administration  of  OASI  disability  benefit  program. 


to  1960, 


State  percent 

of  total 
expenditures 

31.9 

27.9 
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24.1 

25.1 

30.3 

29.8 

30.0 

33.7 
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39.5 
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41.0 

41.0 

42.9 
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APPENDIX  VIII 
COMMUNITY   MENTAL   SERVICES   ACT 

Section  1.     Division  S  ia  added  to  tlie  Welfare  and  lustitulions  Code,  to  read : 

DIVISION  8.     COMMUNITY  MENTAL 
HEALTH  SERVICES 

CiiAPTEu  1.     General  Provisions 

fiOOO.  This  division  sliall  be  known  and  may  be  cited  as  the  Short-Doyle  Act. 
Tliis  division  is  designed  to  encourage  and  to  assist  financially  local  governments  in 
the  establishment  and  development  of  mental  health  services,  including  services  to 
the  mentally  retarded,  through  locally  administered  and  locally  controlled  community 
mental  health  programs.  It  is  furthermore  designed  to  augment  and  promote  the  im- 
provement and,  if  necessary,  the  expansion  of  already  existing  psychiatric  services 
in  general  hospitals  or  clinics  that  help  to  conserve  the  mental  health  of  the  people 
of  California. 

It  is  the  intent  of  this  act  that  services  to  individuals  shall  be  rendered  only  upon 
voluntary  application. 

9001.     As  used  in  this  division  : 
(a)    "Governing  body"  means,  in  the  case  of  a  county,  the  county  board  of  super- 
visors, or,  in  the  case  of  a  city,  the  city  council,  and  in  the  case  of  a  local  health 
district,  the  board  of  trustees  thereof. 

(b)  "Community  mental  health  services"  and  "loCal  mental  health  services" 
include  city  mental  health  services,  county  mental  health  services,  local  health 
district  mental  health  services,  and  joint  mental  health  services. 

(c)  "Population"  means  population  as  determined  by  the  most  recent  estimate  of 
the  Department  of  Finance. 

0002.  Any  city  or  combination  of  cities  having  an  aggregate  population  of  more 
that  50,000  may  by  ordinance  or  resolution  of  each  city  involved  establish  a  com- 
munity mental  health  service. 

y008.  Any  county  board  of  supervisors  may  by  ordinance  or  resolution,  or  in 
the  case  of  local  health  district,  the  board  of  trustees  thereof,  may  establish  a  com- 
munity mental  health  service  to  cover  the  entire  area  of  the  county  or  local  health 
district  as  the  case  may  be. 

'J0U4.  The  governing  body  of  any  county  or  city  may  by  agreement  with  the 
governing  bodies  of  any  other  city  or  county  or  cities  or  counties  establish  a  joint 
menial  health  service.  Two  or  more  cities  which  desire  to  establish  a  joint  mental 
health  service  pursuant  to  this  division  may  do  so  only  if  the  aggregate  population 
of  such  cities  exceeds  50,000. 

9006.  Each  community  mental  health  service  shall  have  an  advisory  board  of 
seven  members  appointed  by  the  governing  body.  Three  members  of  the  advisory 
board,  shall  be  physicians  engaged  in  private  practice  of  medicine,  and  one-third 
of  the  physician  members,  when  available,  shall  be  specialists  in  psychiatry.  One 
member  shall  be  the  chairman  of  the  local  governing  body,  one  member  shall  be  a 
superior  court  judge  selected  by  the  judges  of  the  county,  and  two  members  shall 
be  persons  representative  of  the  public  interest  in  mental  health.  The  term  of  each 
member  of  the  board  shall  be  for  three  years;  provided,  however,  that  of  the  mem- 
bers first  appointed,  approximately  one-third  shall  be  appointed  for  one  year,  one- 
third  for  a  term  of  two  years,  and  one-third  for  a  term  of  three  years. 

9007.  The  expenses  incurred  under  the  provisions  of  this  division  shall  be  a 
charge  against  the  city,  county  or  counties,  or  local  health  district,  as  the  case  may 
be,  and  shall  be  audited,  levied,  collected,  and  paid  in  the  same  manner  as  other 
charges. 

9008.  The  local  mental  health  advisory  board  shall : 

(a)  Review  and  evaluate  the  community's  mental  health  needs,  services,  facilities, 
and  special  problems. 

(b)  Advise  the  governing  body  as  to  a  program  of  community  mental  health 
services  and  facilities,  and,  when  requested  by  such  governing  body,  may  make 
recommendations  regarding  the  appointment  of  a  local  director  of  mental  health 
services. 
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(c)  After  adoption  of  a  program,  coutiuue  to  act  iu  an  advisory  capacity  to  the 
local  director  of  mental  health  services. 

'JOOU.  The  local  mental  health  services  shall  be  administered,  either  by  a  local 
director  of  mental  health  services,  by  the  local  health  officer,  or  by  the  medical 
administrator  of  the  county  hospital,  to  be  appointed  by  the  goveruiug  body.  In  any 
case,  he  shall  be  a  physician  and  surgeon  licensed  under  the  provisions  of  Chapter 
o  of  Division  2  of  the  Business  and  Professions  Code,  and,  in  the  case  of  the  local 
director  of  mental  health  services,  he  shall  meet  such  standards  of  training  and 
experience  as  the  Department  of  Mental  Hygiene,  by  regulation,  shall  require.  Appli- 
cants for  such  positions  need  not  be  residents  of  the  city,  county,  or  tState,  and  may 
be  employed  on  a  full-  or  part-time  basis. 

UOIO.  The  local  administrator  of  mental  health  services  shall  have  the  following 
powers  and  duties : 

(a)  He  shall  serve  as  chief  executive  officer  of  the  community  mental  health 
service  responsible  to  the  governing  body  ; 

(b)  He  shall  exercise  general  supervision  over  mental  health  services  and  facili- 
ties furnished,  operated  or  supported  ; 

(c)  He  shall  recommend  to  the  governing  body,  after  consultation  with  the 
advisory  board,  the  provision  of  services,  establishment  of  facilities,  contracting  for 
services  or  facilities  and  other  matters  necessary  or  desirable  to  accomplish  the 
purposes  of  this  division  ; 

(d)  He  shall  submit  an  annual  report  to  the  governing  body  reporting  all  activ- 
ities of  the  program,  including  a  financial  accounting  of  expenditures  and  a  forecast 
of  anticipated  needs  for  the  ensuing  year ; 

(e)  He  shall  carry  on  such  studies  as  may  be  appropriate  for  the  discharge  of 
his  duties,  including  the  control  and  prevention  of  psychiatric  disorders. 

9011.  Any  agreement  between  two  or  more  cities  or  counties  for  the  establishment 
of  a  joint  mental  health  service  shall  provide : 

(a)  That  each  city  or  county  shall  bear  its  proportionate  share  on  the  basis  of 
population  served  of  the  cost  of  joint  mental  health  services  provided ; 

(b)  That  the  treasurer  of  one  participating  city  or  county  shall  be  the  custodian 
of  moneys  made  available  for  the  purposes  of  such  joint  services,  and  that  the 
treasurer  may  make  payments  from  such  moneys  upon  audit  of  the  appropriate 
auditing  officer  or  body  of  the  city  or  county  for  which  he  is  treasurer. 

9012.  Such  agreement  may  also  provide : 

(a)  For  the  joint  provision  or  operation  of  services  and  facilities  or  for  the 
provision  or  operation  of  services  and  facilities  by  one  participating  city  or  county 
under  contract  for  the  other  participating  counties. 

(b)  For  appointments  of  members  of  the  local  mental  health  advisory  board 
between  or  among  participating  cities  or  counties. 

(c)  That  for  specified  purposes,  officers  and  employees  of  a  joint  mental  health 
service  shall  be  considered  to  be  officers  and  employees  of  one  participating  city  or 
county  only. 

(d)  For  such  other  matters  as  are  necessary  or  proper  to  effectuate  the  purposes 
of  this  division. 

9013.  Unless  otherwise  expressly  provided  or  required  by  context,  the  provisions 
of  this  division  relating  to  community  mental  health  service,  and  the  appointment  of 
local  mental  health  advisory  boards  and  directors,  shall  apply  to  joint  mental  health 
services. 

9014.  A  community  mental  health  service  may  contract  for  services  and  facili- 
ties with  any  hospital,  clinic,  laboratory,  or  other  similar  institution.  Any  such  con- 
tract may  be  entered  into  notwithstanding  that  the  director  of  community  mental 
health  service  is  a  member  of  the  medical  or  consultant  staff  of  such  hospital,  clinic, 
laboratory  or  institution. 

Chapter  2.     Eligibility   of   Cities   and   Counties 
FOB  State  Reimbuksement 
90.30.     Community  mental  health  expenditures  made  by  cities,  counties,  and  local 
health  districts,  pursuant  to  this  division  shall  be  reimbursed  by  the  State  pursuant 
to  the  provisions  of  this  chapter. 

9031.     The  community  mental  health  services  provided  herein  shall  consist  of : 

(a)  Out-patient  psychiatric  clinics  for  those  who  are  unable  to  obtain  private 
care,  including  referrals  by  physicians  and  surgeons. 

(b)  In-patient  psychiatric  services  in  general  hospitals  and  in  nonprofit  psychi- 
atric hospitals  which  are  affiliated  as  the  psychiatric  division  of  or  with  a  general 
hospital  for  those  who  are  unable  to  obtain  private  care,  including  referrals  by 
physicians  and  surgeons. 
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(c)  Rehabilitation  services  for  patients  with  psychiatric  illnesses  for  those  who 
are  unable  to  obtain  private  care,  including  referrals  by  physicians  and  surgeons. 

(d)  Informational  services  to  the  general  public  and  educational  services  fur- 
nished by  qualified  mental  health  personnel  to  schools,  courts,  health  and  welfare 
agencies,  probation  departments,  and  other  appropriate,  public  or  private  agencies 
or  groups  authorized  in  the  approved  plan  for  community  mental  health  sen'ices. 

(e)  l*sychiatric  consultant  services  to  public  or  private  agencies  for  the  promo- 
tion and  co-ordination  of  services  that  preserve  mental  health  and  for  the  early 
recognition  and  the  management  of  conditions  that  might  develop  into  psychiatric 
illnesses. 

To  be  eligible  for  reimbursement,  a  city,  county,  local  health  district,  or  in  the 
case  of  a  joint  community  mental  health  service  two  or  more  counties,  shall  first 
have  established  two  or  more  of  the  facilities  or  services  provided  for  herein. 

Such  inservice  training  as  may  be  necessary  in  providing  the  foregoing  services 
shall  be  proper  items  of  expenditure  in  connection  therewith. 

90.32.  To  be  eligible  for  reimbursement,  a  city,  county,  local  health  district,  or, 
in  the  case  of  a  joint  community  mental  health  service  two  or  more  such  entities, 
shall  first  submit  to  the  Director  of  Mental  Hygiene  annually  a  plan  for  proposed 
expenditures.  The  director  shall  review  such  plan  to  determine  compliance  with  the 
standards  established  in  this  division  and  pursuant  to  Sections  9054  and  9055,  and 
fix  the  amount  subject  to  state  reimbursement.  Existing  services  may  qualify,  pur- 
suant to  the  provisions  of  this  chapter,  for  reimbursement  upon  determination  by 
the  local  governing  body  that  such  services  shall  be  subject  to  and  administered 
under  the  provisions  of  this  division. 

9033.  Expenditures  incurred  for  the  items  specified  in  Section  9031  shall,  in 
accordance  with  the  regulations  of  the  Director  of  Mental  Hygiene,  be  subject  to 
reimbursement  whether  incurred  by  direct  or  joint  operation  of  such  facilities  and 
services,  by  provisions  therefore  through  contract,  or  by  other  arrangement  pursuant 
to  the  provisions  of  this  division.  The  Director  of  Mental  Hygiene  may  make  in- 
vestigations and  audits  of  such  expenditures  as  he  may  deem  necessary. 

9034.  Subject  to  appropriation  therefor,  there  shall  be  paid  to  each  city  or 
county  on  account  of  expenditures  subject  to  reimbursement  by  the  State  pursuant 
to  Section  9030,  50  percent  of  the  net  amount  expended  from  local  funds,  and  for 
the  purpose  of  determining  said  net  amount,  there  shall  be  deducted  from  the  cost 
of  services  any  fees  received  from  patients,  and  any  other  revenues  received,  save 
and  excepting  that  funds  received  from  the  Federal  Government  under  the  National 
Mental  Health  Act  and  the  Health  Amendments  Act  of  1956  shall  not  be  deducted 
from  the  cost  of  services.  Where,  however,  such  funds  received  from  the  Federal 
Government  under  the  National  Mental  Health  Act  and  the  Health  Amendments 
Act  of  19.56  for  any  fiscal  year  exceed  .50  percent  of  the  net  amount  expended  from 
the  local  funds  during  such  fiscal  year,  as  such  net  amount  is  computed  in  accordance 
with  the  provisions  here  contained,  then  the  amount  of  state  reimbursement  pro- 
vided for  herein  shall  be  reduced  by  such  excess.  Reimbursement  shall  be  made  on  a 
quarterly  basis,  upon  submission  to  the  Director  of  Mental  Hygiene  of  such  infor- 
mation as  he  may  require. 

9035.  With  respect  to  cities  or  counties  which  have  established  joint  mental 
health  services,  expenditures  subject  to  reimbursement  shall  mean  the  pro-rated 
expenditures  of  such  cities  or  counties  as  provided  by  the  agreement  establishing 
the  joint  service. 

90.36.  Expenditures  subject  to  reimbursement  shall  include  expenditures  for  the 
items  specified  in  Section  9031  ;  salaries  of  personnel ;  approved  facilities  and  serv- 
ices provided  through  contract ;  operation,  maintenance  and  service  costs ;  expenses 
incurred  under  this  act  by  members  of  the  California  Conference  of  Local  Health 
Officers  or  members  of  the  Conference  of  Local  Directors  of  Mental  Health  Services 
for  attendance  at  regular  meetings  of  such  conferences ;  and  such  other  expenditures 
as  may  be  approved  by  the  Director  of  IMental  Hygiene.  It  shall  not  include  expendi- 
tures ifor  capital  improvements  ;  the  purchase  or  construction  of  buildings ;  compensa- 
tion to  members  of  a  local  mental  health  advisory  board  (except  actual  and  neces- 
sary expenses  incurred  in  the  performance  of  official  duties)  ;  or  expenditures  for  a 
purpose  for  which  state  reimbursement  is  claimed  under  any  other  provision  of  law. 

9037.  Reimbursement  shall  not  be  made  for  expenditures  for  treatment  services 
furnished  to  patients  who  are  able  to  obtain  private  care,  and,  for  the  purposes  of 
reimbursement,  there  shall  be  deducted  from  the  cost  of  services  any  fees  received 
from  patients  and  any  other  revenue  received. 
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9038.  Reimbursement  shall  not  be  made  for  costs  and  expenditures  incurred  by 
reason  of  court  procedures  under  this  or  any  other  code,  nor  shall  reimbursement  be 
made  for  the  cost  of  contiuement  of  any  person  in  excess  of  90  days. 

9039.  Reimbursement  shall  not  be  made  to  any  city,  county,  or  local  health 
district,  which,  with  respect  to  a  local  mental  health  service,  employs  a  physician 
who  is  not  a  citizen  of  the  United  iStates. 

9040.  Claims  for  state  reimbursement  shall  be  made  in  such  form,  in  such  man- 
ner, at  such  times,  and  for  such  periods  as  the  Director  of  Mental  Hygiene  shall 
determine. 

9041.  When  certified  by  the  Director  of  ^lental  Hygiene,  claims  for  state  reim- 
bursement shall  be  iiresented  to  the  t?tate  Controller  for  payment.  The  State  Con- 
troller shall  make  such  audit  as  he  deems  necessary,  before  or  after  disbursement, 
for  the  purpose  of  determining  that  such  reim'Dursement  is  for  expenditures  made 
fur  the  purposes  and  under  the  conditions  authorized  under  this  division.  All  claims 
shall  be  payable  from  appropriations  made  for  the  fiscal  year  in  which  the  claims 
are  filed,  regardless  of  the  time  at  which  the  expenses  upon  which  the  claims  are 
based  are  incurred. 

Chapter  3.     Operatiox  axd  AoirixisTRATiox 

90.j0.  Fees  shall  be  charged  in  accordance  with  the  ability  to  pay  for  mental 
health  services  rendered  pursuant  to  an  approved  local  plan,  but  not  in  excess  of 
actual  cost. 

9053.  There  is  hereby  established  the  California  Conference  of  Local  Mental 
Health  Directors,  with  which  the  Director  of  Mental  Hygiene  shall  consult  in  estab- 
lishing standards,  rules,  and  regulations  pursuant  to  this  division.  Until  12  com- 
munity mental  health  services  have  been  established,  the  membership  of  the  Cali- 
fornia Conference  of  Local  Mental  Health  Directors  shall  consist  of  and  be  identical 
with  the  membership  of  the  California  Conference  of  Local  Health  Officers  in  addi- 
tion to  the  local  mental  health  directors  appointed  under  this  division. 

The  California  Conference  of  Local  Mental  Health  Directors  shall  consist  of  all 
regularly  appointed  directors  of  community  mental  health  services.  It  shall  organize 
and  shall  annually  elect  a  president,  a  vice  president,  and  a  secretary,  who  shall 
serve  as  the  executive  committee  of  the  conference.  The  president  of  the  conference, 
after  consultation  with  the  Director  of  Mental  Hygiene,  may  appoint,  for  the  pur- 
pose of  advising  the  director,  such  other  committees  of  the  conference  as  may  from 
time  to  time  be  necessary. 

Meetings  of  the  conference  for  the  purposes  of  this  division  shall  be  called  by  the 
Director  of  Mental  Hygiene,  who  shall  give  the  members  at  least  10  days'  notice 
of  such  meetings.  At  official  sessions  of  meetings  of  the  conference  the  Director  of 
Mental  Hygiene  shall  preside ;  provided,  however,  that  the  conference  may  hold 
additional  sessions  as  may  be  determined  upon  by  the  executive  committee  of  the 
conference  at  which  the  president  or  other  members  of  the  conference  shall  preside. 
Those  members  present  at  official  sessions  shall  be  considered  as  making  up  a 
quorum. 

Actual  and  necessary  expenses  incurred  by  a  member  as  incident  to  his  attendance 
at  not  more  than  three  meetings  per  year  of  the  conference  shall  be  a  legal  charge 
against  the  local  government  unit  which  he  represents.  Actual  and  necessary  ex- 
penses incurred  by  members  of  the  conference  incident  to  attendance  at  special 
meetings  of  the  committees  of  the  conference  called  liy  the  Director  of  Mental 
Hygiene  shall  be  a  local  charge  against  any  funds  available  for  administration  of 
this  division. 

90.54.  The  State  Department  of  Mental  Hygiene  shall  administer  this  division 
and  shall  adopt  standards  for  approval  of  local  mental  health  services,  rules  and 
regulations  necessary  thereto ;  provided,  however,  that  such  standards,  rules  and 
regulations  shall  be  adopted  only  after  consultation  with  and  approval  by  the  Cali- 
fornia Conference  of  Local  Mental  Health  Directors.  Approval  of  such  standards, 
rules  and  regulntions  shall  be  by  majority  vote  of  those  jn-esent  at  an  official  session. 

90.55.  The  State  Director  of  Mental  Hygiene,  after  consultation  with  and  ap- 
proval by  the  California  Conference  of  Local  Mental  Health  Directors,  shall  by 
regulations  establish  standards  of  education  and  experience  for  professional  and 
technical  personnel  employed  in  local  mental  health  services  nnd  for  the  organiza- 
tion and  operation  of  local  mental  health  services.  Such  standards  may  include  the 
maintenance  of  records  of  services,  finances  and  expenditures,  which  .shall  be  reported 
to  the  Stnte  Department  of  Mental  Hygiene  in  a  manner  and  at  .such  times  as  it 
may   specify. 
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The  regulations  shall  be  adopted  in  accordance  with  the  Administrative  Procedure 
Act,  commencing  with  Section  11370  of  the  Government  Code. 

9056.  The  State  Department  of  Mental  Ilysione,  after  consultation  with  and 
approval  by  the  California  Conference  of  Local  Mental  Health  Directors,  may  pro- 
vide for  consultant  and  advisory  services  and  for  the  training  of  technical  and  pro- 
fessional personnel  in  educational  institutions  and  field  training  centers  approved  by 
the  department,  and  for  the  establishment  and  maintenance  of  field  training  centers 
in  local  mental  health  services. 

9057.  The  president  of  the  California  Conference  of  Local  Mental  Health  Di- 
rectors, for  the  purposes  of  this  division,  may,  after  consultation  with  the  Director 
of  Mental  Hygiene,  appoint  such  psychiatric  and  such  other  consultants  as  may  be 
doomed  necessary  who  shall  serve  without  pay  but  who  shall  receive  actual  and 
necessary  travel  and  other  expenses  incurred. 

9058.  The  Director  of  Mental  Hygiene  may  withold  state  reimbursement,  after 
consultation  with  the  California  Conference  of  Local  Mental  Health  Directors,  in 
whole  or  in  part,  from  any  city  or  county  in  the  event  of  the  ifailure  of  such  city 
or  county  to  comply  with  the  provisions  of  this  division  or  regulations  made  pur- 
suant thereto  relating  to  community  mental  health  services  or  the  administration 
thereof. 


APPENDIX  IX 

PROVISIONS   OF  CALIFORNIA   EDUCATION   CODE   REGARDING 
EDUCATION   OF   PHYSICALLY   HANDICAPPED   MINORS 

DEFINITION  AND  QUALIFICATION  OF  PUPILS 

Ed  C  §  9601.  Subject  to  the  provisions  of  this  article  the  governing  board  of  any 
school  district  may  make  such  special  provisions  as  in  its  judgment  may  be  necessary 
for  the  education  of  physically  handicapped  minors.  "Physically  handicapped  minor" 
as  used  in  this  article  means  a  physically  defective  or  handicapped  person  under  the 
age  of  21  years  who  is  in  need  of  education. 

Ed  C  §  9602.  Any  minor  who,  by  reason  of  a  physical  impairment,  cannot  receive 
the  full  benefit  of  ordinary  education  facilities,  shall  be  considered  a  physically  handi- 
capped individual  for  the  purposes  of  this  chapter.  Minors  with  speech  disorders  or 
defects  shall  be  considered  as  being  physically  handicapped.  Minors  with  physical 
illnesses  or  physical  conditions  which  make  school  attendance  impossible  or  inadvis- 
able shall  be  considered  as  being  physically  handicapped. 

Ed  C  §  9603.  No  minor  shall  be  required  to  take  advantage  of  the  special  provi- 
sions for  the  education  of  physically  handicapped  minors  if  the  parent  or  guardian 
of  the  minor  files  a  statement  with  the  governing  board  of  the  school  district  showing 
that  the  minor  is  receiving  adequate  educational  advantages. 

Ed  C  §  9604.  Physically  handicapped  minors  may  be  instructed  in  special  schools 
or  special  classes,  in  hospitals,  sanatoriums,  or  preventoriums,  in  the  home  through 
the  employment  of  home  instructors,  by  co-operative  arrangement  with  the  Bureau  of 
Vocational  Rehabilitation  of  the  State  Department  of  Education,  or  by  any  other 
means  approved  by  the  State  Department  of  Education. 

Minors  with  speech  disorders  or  defects  may  be  admitted  at  school  for  individual 
instruction  at  the  age  of  three  years  for  the  purpose  of  remedying  such  speech  dis- 
orders or  defects. 

(Amended  by  Stats.  1957,  Ch.  2134.) 

WHO  MAY  ESTABLISH  SPECIAL  SCHOOLS  AND  CLASSES 
FOR  PHYSICALLY  HANDICAPPED  MINORS 

Ed  C  §  9601.1.  Any  school  district  furnishing  education  to  physically  handicapped 
minors  pursuant  to  this  article  shall  furnish  such  education  to  all  such  handi- 
capped minors  actually  living  within  the  district  five  or  more  days  a  week,  although 
their  legal  residence  may  be  outside  the  district. 

Ed  C  §  9601.2.  Any  school  district  which  does  not  maintain  facilities  for  educa- 
tion of  physically  handicapped  minors  shall  enter  into  a  contract  with  a  school 
district  in  the  same  county  maintaining  such  facilities.  If  there  is  no  district  in  the 
same  county  maintaining  such  facilities,  the  governing  board  of  the  school  district 
shall  enter  into  a  contract  with  a  school  district  maintaining  such  facilities  in  any 
other  county.  If  any  question  arises  concerning  the  adequacy  of  the  facilities  pro- 
vided for  the  education  of  physically  handicapped  minors  by  the  school  district  in 
which  the  child  is  actually  living,  the  parent  or  guardian  of  such  child  may  appeal 
to  the  county  superintendent  of  schools,  and  if  the  county  superintendent  of  schools 
determines  that  the  facilities  offered  are  inadequate,  he  shall  order  the  school  district 
in  which  the  child  is  actually  living  either  to  provide  the  facilities  or  enter  into  a 
contract  with  a  school  district  maintaining  adequate  facilities. 

Such  contract  shall  provide  for  the  payment  of  the  cost  of  tuition  by  the  district  in 
which  the  physically  handicapped  minor  actually  lives  and  may  provide  for  payment 
of  the  cost  of  the  use  of  the  buildings  and  equipment.  The  cost  of  tuition  shall  not  be 
greater  than  the  difference  between  current  expenditures  per  unit  of  average  daily 
attendance,  including  transportation,  for  the  education  of  a  pupil  in  the  particular 
category  of  physically  handicapped  minors  to  which  the  pupil  belongs  and  the  appor- 
tionment of  state  funds  for  the  education  of  physically  handicapped  minors  in  that 
category. 

(238) 
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The  amount  shall  be  determined  not  later  than  the  last  Monday  in  December  and 
the  last  Monday  in  May  of  each  year  by  the  county  superintendent  of  schools  of  the 
county  in  which  the  child  attends  schools  and  certified  to  the  superintendent  of 
schools  having  jurisdiction  over  the  schools  of  the  school  district  in  which  the  child 
actually  lives.  The  amount  shall  be  forthwith  paid  from  any  funds  of  the  school  dis- 
trict available  for  that  purpose. 

Ed  C  §  9610.  The  governing  board  of  a  school  district  may  establish  regulations 
determining  who  can  profit  by  and  who  shall  receive  the  special  instruction  provided 
by  this  article.  The  regulations  shall  be  subject  to  such  standards  as  may  be  pre- 
scribed by  the  State  Department  of  Education. 

Ed  C  §  9562.  The  county  superintendent  of  schools  may,  with  the  approval  of  the 
county  board  of  education,  provide  for  the  education  of  physically  handicapped 
minors  who  otherwise  would  be  denied  proper  educational  advantages.  The  education 
may  be  provided : 

(a)  In  emergency  elementary  schools; 

(b)  By  the  employment  of  emergency  teachers  to  provide  special  instruction  in 
the  regular  schools  of  the  districts  of  the  county  ; 

(c)  By  the  maintenance  of  special  classes  of  secondary  grade; 

(d)  By  the  employment  of  home  instructors  to  give  individual  instruction  in  the 
home  or  at  the  bedside  in  institutions  and  by  the  employment  of  instructors  to  pro- 
vide remedial  instruction  for  physically  handicapped  minors  in  regular,  special  day, 
and  special  training  schools  or  classes  which  he  may  be  authorized  to  conduct; 

(e)  By  co-operation  with  the  Bureau  of  Vocational  Rehabilitation  of  the  State 
Department  of  Education  in  the  provision  of  individual  instruction  and  co-ordination 
services ;  or 

(f)  By  contract  with  the  county  superintendent  of  schools  of  another  county  or 
with  the  governing  board  of  any  school  district. 

Ed  C  §  9563.  Each  county  superintendent  of  schools  providing  for  the  education  of 
physically  handicapped  children  pursuant  to  this  article  shall  report  annually  to  the 
Superintendent  of  Public  Instruction  on  forms  provided  by  him  the  total  average 
daily  attendance  of  physically  handicapped  pupils  by  types  of  instruction  provided, 
the  cost  of  educating  the  pupils,  and  such  other  information  as  may  be  required, 
for  each  elementary  and  high  school  district  in  which  the  education  is  provided. 

Ed  C  §  9641.  County  superintendents  of  schools  may  in  their  discretion  provide  for 
the  education  of  physically  handicapped  minors  who  otherwise  would  be  denied 
proper  educational  advantages.  The  education  may  be  provided : 

(a)  In  emergency  elementary  schools; 

(b)  By  the  employment  of  emergency  teachers  to  provide  special  instruction  in  the 
regular  schools  of  the  district  of  the  county ; 

(c)  By  the  maintenance  of  special  classes  of  secondary  grade; 

(d)  By  the  employment  of  home  instructors  to  give  individual  instruction  in  the 
home  or  at  the  bedside  in  Institutions ; 

(e)  By  co-operation  with  the  Bureau  of  Vocational  Rehabilitation  of  the  State 
Department  of  Education  in  the  provision  of  individual  instruction  and  co-ordination 
services ;  or 

(f)  By  contract  with  the  county  superintendent  of  schools  of  another  county  or 
with  the  governing  board  of  any  school  district. 

The  costs  incurred  by  county  superintendents  of  schools  for  the  education  of 
physically  handicapped  children  of  elementary  and  secondary  grade  shall  be  paid 
from  the  county  school  service  fund. 

(See  also  Ed  C  §  9601.2.) 

WHERE  SPECIAL  SCHOOLS  AND  CLASSES  FOR  PHYSICALLY 
HANDICAPPED  MINORS  MAY  BE  ESTABLISHED 

Ed  C  §  9604.  Physically  handicapped  minors  may  be  instructed  in  special  schools 
or  special  classes,  in  hospitals,  sanatoriums,  or  preventoriums,  in  the  home  through 
the  employment  of  home  instructors,  by  co-operative  arrangement  with  the  Bureau 
of  Vocational  Rehabilitation  of  the  State  Department  of  Education,  or  by  any  other 
means  approved  by  the  State  Department  of  Education. 

Minors  with  speech  disorders  or  defects  may  be  admitted  at  school  for  individual 
instruction  at  the  age  of  three  years  for  the  purpose  of  remedying  such  speech  dis- 
orders or  defects. 
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Ed  C  §  9611.  Special  classes  or  individual  iustructioii  provided  for  pretuberculous, 
tuberculous,  convalescent,  or  other  physically  handicapped  minors  in  hospitals,  sana- 
toriums,  and  preventoriums,  may  be  maintained  in  the  institutions  within  or  with- 
out the  school  district,  and  the  attendance  of  pupils  in  the  institutions  shall  be  cred- 
ited to  the  district  providing  the  instruction. 

(See  also  Ed  C  §  9651.) 

SCHOOLS  AND  CLASSES  IN  COUNTY  INSTITUTIONS 

Ed  C  §  9651.  Whenever  a  school  district  maintains  a  school  or  classes  at  a  tubercu- 
losis or  polio  ward,  hospital  or  sanatorium  established  and  maintained  by  a  county 
or  group  of  counties,  any  minor  or  adult  who  has  been  admitted  to  such  ward,  hos- 
pital or  sanatorium  is,  if  otherwise  qualified,  eligible  to  attend  such  school  or  classes 
but  shall  be  deemed  to  be,  for  the  purposes  of  this  code,  a  resident  of  the  school 
district  in  which  he  resided  prior  to  his  admission  to  such  tuberculosis  or  polio  ward, 
hospital  or  sanatorium. 

The  minimum  school  day  for  such  classes  is  180  minutes.  Whenever  two  or  more 
districts  are  authorized  and  operate  such  schools  or  classes  the  governing  boards  of 
the  districts  may  jointly  employ  personnel  to  administer  and  conduct  the  programs. 

(Added  by  Stats.  1945,  Ch.  1332;  amended  by  Stats.  1949,  Ch.  1297,  and  bv 
Stats.  1957,  Ch.  2291.) 

Ed  C  §  9652.  The  school  district  of  which  any  such  minor  or  adult  is  a  resident 
shall  at  the  close  of  each  school  year  pay  to  the  district  maintaining  a  school  or 
class  in  which  such  minor  or  adult  is  enrolled  the  cost  of  educating  such  minor  or 
adult  during  the  school  year.  The  cost  shall  be  determined  by  dividing  the  total  cur- 
rent expenditures  of  the  school  district  during  such  school  year  for  the  maintenance 
of  such  school  or  classes,  less  all  apportionments  from  the  State  or  allocations  from 
the  Federal  Government  on  account  of  such  school  or  classes,  by  the  total  number 
of  units  of  average  daily  attendance  in  such  school  or  classes  during  such  school 
year. 

JSiinors  in  such  schools  or  classes  shall  be  apportioned  excess  cost  apportionments 
for  handicapped  minors  as  stated  elsewhere  in  this  code. 

The  Superintendent  of  Public  Instruction  shall  adopt  standards  and  regulations 
relating  to  administration,  attendance,  accounting  and  counseling  in  hospital  schools 
and  classes. 

(Added  by  Stats.  1945,  Ch.  1332;  amended  by  Stats.  1949,  Ch.  1297,  and  bv  Stats. 
1957.  Ch.  2291.) 

Ed  C  §  9653.  The  district  maintaining  such  school  or  classes  shall  forward  its 
claim  to  the  district  of  residence  and  the  governing  board  of  such  district  shall 
upon  the  receipt  thereof  pay  such  claim. 

WHAT  CHILDREN  ARE  ELIGIBLE  FOR  SPECIAL 
SCHOOLS  AND  CLASSES 

Ed  C  §  9602.  Any  minor  who,  by  reason  of  a  physical  impairment,  cannot  receive 
the  full  benefit  of  ordinary  education  facilities,  shall  be  considered  a  physically 
handicapped  individual  for  the  purposes  of  this  chapter.  Minors  with  speech  dis- 
orders or  defects  shall  be  considered  as  being  physically  handicapped.  Minors  with 
physical  illnesses  or  physical  conditions  which  make  school  attendance  impossible 
or  inadvisable  shall  be  considered  as  being  physically  handicapped. 

Ed  C  §  9603.  No  minor  shall  be  required  to  take  advantage  of  the  special  provi- 
sions for  the  education  of  physically  handicapped  minors  if  the  parent  or  guardian 
of  the  minor  files  a  statement  with  the  governing  board  of  the  school  district 
showing  that  the  minor  is  receiving  adequate  educational  advantages. 

Ed  C  §  9609.  Physically  handicapped  minors  may  be  admitted  at  the  age  of  three 
years  to  special  schools  or  classes  established  for  such  minors. 

Ed  C  §  17251.  Every  parent,  guardian,  or  other  person  having  control  of  any 
minor  over  five  years  of  age  and  less  than  20  years  of  age  who,  by  reason  of  deaf- 
ness or  impaired  hearing,  is  unable  to  benefit  materially  by  the  methods  of  instruc- 
tion in  use  in  the  public  schools,  shall  send  the  minor  to  a  school  or  class  for  the 
deaf  maintained  by  a  school  district  or  by  the  State  for  the  full  time  for  which 
the  school  or  class  is  in  session.  The  minor  shall  attend  the  school  or  class  year 
after  year  until  completion  of  the  prescribed  course  of  study  or  until  discharged  for 
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good  reason  by  the  principal  or  other  person  in  charge  of  the  school  or  class  with 
the  approval  of  the  governiTig  board. 

CONTRACTUAL  AGREEMENTS 

Ed  C  §  9607.1.  A  minor  with  cerebral  palsy  may  attend  a  special  school  or  class 
maintained  by  any  school  district  for  minors  with  cerebral  palsy.  The  governing 
board  of  the  district  of  residence  shall  pay  to  the  district  of  attendance  at  the 
close  of  each  school  year  the  total  cnrrent  expenditures  of  the  district  of  attendance, 
for  the  education  of  such  minor  during  such  school  year,  less  all  apportionments 
of  state  and  federal  funds  made  on  account  of  the  attendance  of  such  pupils.  The 
governing  board  of  the  district  of  residence  may  agree  to  reimburse  the  district 
of  attendance  for  use  of  buildings  and  equipment.  If  the  district  of  residence  has 
insufficient  funds  to  make  such  payment,  the  county  superintendent  of  .schools  having 
jurisdiction  over  the  district  of  residence  shall  apportion  to  the  district  from  the 
county  school  service  fund  such  sum  as  may  be  necessary  to  permit  the  district 
to  meet  its  obligation  under  this  section. 

ATTENDANCE  PROVISIONS 

Ed  C  §  6851.1.  With  respect  to  physically  handicapped  pupils  given  instruction 
at  home  or  in  a  hospital  or  in  the  case  of  minors  with  speech  disorders  or  defects 
who  may  be  admitted  at  the  age  of  three  years  for  individual  instruction  at  the 
school,  each  clock  hour  of  teaching  time  devoted  to  the  individual  instruction  of  such 
pupils  shall  count  as  one  day  of  attendance.  No  provision  of  Chapter  13  of  Division 
.3  of  this  code  limiting  the  number  of  days  of  attendance  with  which  a  pupil  may 
be  credited  in  any  one  calendar  day  is  applicable  to  such  pupils  but  no  such  pupil 
shall  be  given  individual  instruction  for  more  than  three  hours  in  any  one  day  or 
credited  with  more  days  of  attendance  during  any  fiscal  year  than  the  number  of 
days  the  regular  day  schools  of  the  district  were  maintained  during  such  fiscal  year. 

(Added  by  Stats.  lO.'il.  Ch.  228;  repealed  and  added  by  Stats.  1951,  Ch.  1547; 
amended  by  Stats.  1957,  Ch.  21.S4.) 

Note  :  Section  6854,  as  amended  by  Stats.  1957,  Ch.  589,  reads : 

Ed  C  §  6854.  The  attendance  of  physically  handicapped  pupils  instructed  by  the 
county  superintendent  of  schools  pursuant  to  Section  9562  shall  be  credited  as  fol- 
lows : 

(a)  The  attendance  of  pupils  taught  in  emergency  elementary  schools  shall  be 
credited  to  the  emergency  schools. 

(b)  The  attendance  of  elementary  school  pupils  given  individual  instruction  in 
the  home  or  at  the  bedside  in  institutions  or  by  co-operative  arrangements  with  the 
Bureau  of  Vocational  Rehabilitation  of  the  State  Department  of  Education  shall  be 
credited  to  an  emergency  elementary  school  maintained  for  physically  handicapped 
pupils,  if  such  a  school  is  maintained  in  the  county,  or  if  no  such  school  is  main- 
tained in  the  county  the  attendance  shall  be  credited  to  an  emergency  elementary 
school  maintained  in  the  county,  but  not  to  more  than  one  emergency  elementary 
school.  If  no  emergency  school  is  maintained  in  the  county,  the  total  number  of  days 
of  attendance  of  pupils  shall  be  divided  by  175  to  compute  average  daily  attendance, 
and  the  average  daily  attendance  so  computed  shall  be  credited  to  the  county  school 
service  fund  as  attendance  upon  a  single  emergency  elementary  school  for  individual 
instruction  of  physically  handicapped  children. 

(c)  The  attendance  of  pupils  of  secondary  grade  given  individual  instruction  in 
the  home  or  in  institutions  or  by  co-operative  arrangement  with  the  Bureau  of 
Vocational  Rehabilitation  of  the  State  Department  of  Education,  or  instructed  in 
special  classes  of  secondary  grade,  shall  be  credited  to  the  county  school  service  fund. 

(d)  The  attendance  of  pupils  taught  by  emergency  teachers  in  the  regular  schools 
of  the  districts  of  any  county  shall  be  credited  to  the  districts,  except  that  the 
attendance  of  pupils  taught  by  emergency  teachers  pursuant  to  Section  9561  in  the 
regular  schools  of  the  district  of  any  county  shall  be  credited  to  the  county  school 
service  fund  in  accordance  with  subdivision   (b)   of  this  section. 

(e)  The  attendance  of  pupils  residing  in  one  county  and  educated  under  contract 
with  the  county  superintendent  of  schools  or  governing  board  of  a  school  district  of 
another  county,  shall  be  credited  to  the  county  school  service  fund  of  the  county, 
or  district,  in  which  the  pupils  are  educated. 

Ed  C  §  6931.  The  average  daily  attendance  of  physically  handicapped  elementary 
pupils  given  instruction  by  a  county  superintendent  of  schools  and  whose  attendance 
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is  credited  to  the  county  school  service  fund,  shall  be  computed  by  dividing  the  total 
days  of  attendance  of  such  pupils  during  the  fiscal  year  by  175. 

Ed  C  §  6932.  The  average  daily  attendance  of  physically  handicapped  pupils  of 
secondary  grade  given  instruction  by  a  county  superintendent  of  schools  and  whose 
attendance  is  credited  to  the  county  school  service  fund,  shall  be  computed  by 
dividing  the  total  days  of  attendance  of  such  pupils  during  the  fiscal  year  by  175. 

Ed  C  §  9608.  Necessary  care  may  be  provided  during  school  hours  for  pupils 
whose  attendance  has  been  irregular  because  of  physical  handicaps,  and  such 
employees  as  may  be  needed  may  be  employed  to  provide  the  care. 

Ed  C  §  9651.  Whenever  a  school  district  maintains  a  school  or  classes  at  a 
tuberculosis  or  polio  ward,  hospital  or  sanatorium  established  and  maintained  by 
a  county  or  group  of  counties,  any  minor  or  adult  who  has  been  admitted  to  such 
ward,  hospital  or  sanatorium  is,  if  otherwise  qualified,  eligible  to  attend  such  school 
or  classes  but  shall  be  deemed  to  be,  for  the  purposes  of  this  code,  a  resident  of  the 
school  district  in  which  he  resided  prior  to  his  admission  to  such  tuberculosis  or 
polio  ward,  hospital  or  sanatorium. 

The  minimum  school  day  for  such  classes  is  ISO  minutes.  Whenever  two  or  more 
districts  are  authorized  and  operate  such  schools  or  classes  the  governing  boards 
of  the  districts  may  jointly  employ  personnel  to  administer  and  conduct  the  program. 

Ed  C  §  6804.  No  absence  of  a  pupil  from  school  for  the  purpose  of  having  opto- 
metrical,  or  medical  service  rendered  shall  be  deemed  an  absence  in  computing 
average  daily  attendance. 

Ed  C  §  16601.  Each  parent,  guardian,  or  other  person  having  control  or  charge 
of  any  child  between  the  ages  of  8  and  16  years,  not  exempted  under  the  provisions 
of  this  chapter,  shall  send  the  child  to  the  public  full-time  day  school  for  the  full 
time  for  which  the  public  schools  of  the  city,  city  and  county,  or  school  district  in 
which  the  child  lives  are  in  session. 

Ed  C  §  16627.  Any  child  who  is  blind  or  deaf  or  partially  blind  or  deaf  to  an 
extent  which  renders  him  incapable  of  receiving  instruction  in  the  regular  elemen- 
tary or  secondary  schools,  but  whose  mental  condition  is  such  as  to  permit  applica- 
tion to  study  shall  be  exempted  from  the  provisions  of  this  chapter  only  when  he 
is  resident  of  a  city,  city  and  county,  or  school  district  which  does  not  maintain 
special  classes  for  the  admission  of  such  pupils  and  when  he  may  not  be  admitted 
to  the  State  School  for  the  Blind,  or  the  State  School  for  the  Deaf,  but  he  shall  be 
exempted  only  upon  the  written  approval  of  the  superintendent  of  schools  of  the 
county. 

FINANCIAL  PROVISIONS 

STATE   SCHOOL   FUND   AND   EXPENDITURE   OF   APPROPRIATION 

Ed  C  §  5153.  The  State  Controller  shall  during  each  fiscal  year  transfer  from  the 
General  Fund  of  the  State  to  the  State  School  Fund  such  sums,  in  addition  to  the 
sums  accruing  to  the  State  School  Fund  from  other  sources,  as  shall  provide  in 
the  State  School  Fund  for  apportionment  during  the  fiscal  year  a  total  amount  not 
less  than  one  hundred  ninety-three  dollars  and  thirty-seven  cents  ($193.37)  per 
pupil  in  average  daily  attendance  during  the  preceding  fiscal  year  credited  to  all 
kindergarten,  elementary,  high  school  and  junior  college  schools  in  the  State  and  to 
county  school  tuition  funds,  as  certified  by  the  Superintendent  of  Public  Instruction. 

He  shall  also  transfer  to  the  State  School  Fund  any  additional  amounts  appro- 
priated thereto  by  the  Legislature  in  augmentation  of  any  of  the  amounts  prescribed 
for  any  of  the  purposes  set  forth  in  Section  5154  and  such  additional  amounts  shall 
be  allowed  and  apportioned  by  the  Superintendent  of  Public  Instruction  and  war- 
rants therefor  drawn  by  the  Controller  in  the  manner  provided  in  this  chapter  and 
in  Chapter  15  of  this  division. 

(Added  by  Stats.  1947,  Ch.  401 ;  amended  by  Stats.  1947,  Ch.  1539  and  Ch.  1561, 
and  by  Stats.  1949,  Ch.  1017 ;  repealed  and  added  by  Stats.  1953,  Ch.  1510 ;  amended 
by  Stats.  1957,  Ch.  1073.  In  effect  from  June  20,  1957,  until  July  1,  1959.  See 
notes  below.) 

Note  :   Stats.  1957,  Ch.  1073,  also  contained  the  following  provisions : 

Sec.  46.  The  State  Department  of  Education  shall  report  to  the  Legislature  at 
the  beginning  of  the  1959  Regular  Session  concerning  the  operation,  effect,  adminis- 
tration, adequacy,  and  needed  revision  of  laws  relating  to  the  subject  of  the  support 
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of  the  Public  School  System,  including  in  the  report  its  recommendations  for  appro- 
priate legislation. 

Sec.  47.  The  sections  of  the  Education  Code  declared  by  this  act  to  be  repealed 
are  deemed  to  be  superseded  until  July  1,  1959.  On  and  after  July  1,  1959,  the 
provisions  of  this  act  superseding,  adding,  or  amending  sections  of  the  Education 
Code  shall  be  ineffective  and  the  sections  of  the  code  affected  by  this  act,  as  they 
existed  prior  to  the  effective  date  of  this  act,  shall  have  the  same  force  and  effect 
as  though  this  act  had  not  been  enacted. 

Note  :   Section  5153,  as  in  eft'ect  on  and  after  July  1,  1959,  reads  : 

5153.  The  State  Controller  shall  during  each  fiscal  year  transfer  from  the  Gen- 
eral Fund  of  the  State  to  the  State  School  Fund  such  sums,  in  addition  to  the  sums 
accruing  to  the  State  School  Fund  from  other  sources,  as  shall  provide  in  the  State 
School  Fund  for  apportionment  during  the  fiscal  year  a  total  amount  not  less  than 
one  hundred  eighty  dollars  ($180)  per  pupil  in  average  daily  attendance  during  the 
preceding  fiscal  year  accredited  to  all  kindergarten,  elementary,  high  school  and 
junior  college  schools  in  the  State  and  to  county  school  tuition  funds,  as  certified  by 
the  Superintendent  of  Public  Instruction. 

He  shall  also  transfer  to  the  State  School  Fund  any  additional  amounts  appro- 
priated thereto  by  the  Legislature  in  augmentation  of  any  of  the  amounts  prescribed 
for  any  of  the  purposes  set  forth  in  Section  5154  and  such  additional  amounts  shall 
be  allowed  and  apportioned  by  the  Superintendent  of  Public  Instruction  and  war- 
rants therefor  drawn  by  the  Controller  in  the  manner  provided  in  this  chapter  and 
in  Chapter  15  of  this  division. 

EXCESS  EXPENSE 

Ed  C  §  9617.  The  Superintendent  of  Public  Instruction  shall  determine  the 
amount  of  the  excess  expense  incurred  by  each  school  district  for  the  education 
of  physically  handicapped  pupils.  "Excess  expense"  as  employed  in  this  section 
includes  the  total  current  expenses  of  education  incurred  for  remedial  classes  and 
for  individual  instruction  of  physically  handicapped  children  in  the  home  or  in  an 
institution,  plus  the  excess  amount  of  the  current  expenses  incurred  for  all  other 
physically  handicapped  pupils  instructed  in  special  schools,  in  special  classes,  in 
individual  instruction  at  school  of  minors  with  speech  disorders  or  defects  who  may 
be  admitted  at  the  age  of  three  years,  or  in  regular  classes  over  the  expense  for 
an  equal  number  of  units  of  average  daily  attendance  of  pupils  not  classified  as 
physically  handicapped  or  mentally  retarded  pupils.  "Remedial  classes"  as  herein 
employed  includes  special  classes  providing  remedial  instruction  for  physically 
handicapped  pupils  who  are  excused  in  small  numbers  for  a  portion  of  a  class 
period  from  regular,  special  day,  and  special  training  schools  or  classes,  without 
appreciable  reduction  in  the  costs  of  such  schools  or  classes. 

COMPUTATION    OF   ALLOWANCES   FOR   EXCESS   EXPENSE 

Ed  C  §  7101.  (Added  by  Stats.  1947,  Ch.  401 ;  amended  by  Stats.  1947,  Ch.  1539 
and  Ch.  1561,  and  by  Stats.  1949,  Ch.  1017;  repealed  and  added  bv  Stats.  1953, 
Ch.  1510;  repealed  by  Stats.  1957,  Ch.  1073.  In  effect  from  June  20,  1957,  until 
July   1,   1959.    See   first   note   following    Section   5153.) 

Note  :  Section  7101,  as  in  effect  on  and  after  July  1,  1959,  reads : 

7101.  The  Superintendent  of  Public  Instruction  shall  not  allow  under  this 
article  during  any  fiscal  year  a  total  amount  in  excess  of  the  amount  provided 
by  law. 

Ed  C  §  7101.1.  The  Superintendent  of  Public  Instruction  shall  allow  to  each 
school  district  an  amount  equal  to  the  excess  current  expense  of  education  to  such 
district  of  educating  physically  handicapped  minor  pupils  but  not  in  excess  of  six 
hundred  dollars  ($600)  for  each  unit  of  average  daily  attendance  of  physically 
handicapped  minor  pupils  in  the  district  during  the  next  preceding  fiscal  year,  and 
an  additional  amount  not  in  excess  of  six  hundred  dollars  ($600),  or  the  cost  to 
the  district,  whichever  is  the  lesser,  for  each  unit  of  average  daily  attendance 
of  blind  pupils,  when  a  reader  has  actually  been  provided  to  assist  him  with  his 
studies,  or  for  the  purchase  of  Braille  books,  the  cost  of  transcribing  Ink-print 
materials  into  Braille,  the  purchase  of  making  of  sound  recordings  and  the  purchase 
of  special  supplies  and  equipment  for  blind  pupils. 

(Added  by  Stats.  1953,  Ch.  1510;  amended  by  Stats.  1955,  Ch.  1723,  and  by 
Stats.  1957,  Ch.  596  and  Ch.  2060.) 
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Note  :   Section  7101.1,  as  amended  by   Stats.  1957,   Ch.  59G,  reads : 

7101.1.  The  Superintendent  of  Public  Instruction  shall  allow  to  each  school 
district  an  amount  equal  to  the  excess  current  expense  of  education  to  such  district 
of  educating  physically  handicapped  minor  pupils  but  not  in  excess  of  four  hundred 
dollars  (.$400)  for  each  unit  of  average  daily  attendance  of  physically  handicapped 
minor  pupils  in  the  district  during  the  next  preceding  fiscal  year,  and  an  additional 
amount  not  in  excess  of  four  hundred  dollars  ($400),  or  the  cost  to  the  district, 
whichever  is  the  lesser,  for  each  unit  of  average  daily  attendance  of  blind  pupils, 
when  a  reader  has  actually  been  provided  to  assist  him  with  his  studies,  or  for 
the  purchase  of  Braille  books,  the  cost  of  transcribing  ink-print  materials  into 
Braille,  the  purchase  or  making  of  sound  recordings  and  the  purchase  of  special 
supplies   and   equipment  for  blind  pupils. 

Ed  C  §  7101.2.  County  School  Service  Fund.  The  Superintendent  of  Public 
Instruction  shall  allow  to  the  county  school  service  fund  of  each  county  an  amount 
equal  to  the  excess  current  expense  of  education  to  the  county  superintendent 
of  schools  of  educating  physically  handicapped  minor  pupils  but  not  in  excess  of 
six  hundred  dollars  ($600)  for  each  unit  of  average  daily  attendance  of  physically 
handicapped  minor  pupils  educated  by  the  county  superintendent  of  schools  during 
the  preceding  fiscal  year,  and  an  additional  amount  not  in  excess  of  six  hundred 
dollars  ($600),  or  the  cost  to  the  county  superintendent,  whichever  is  the  lesser, 
for  each  unit  of  average  daily  attendance  of  blind  pupils,  when  a  reader  has  actually 
been  provided  to  assist  him  with  his  studies,  or  for  the  purchase  of  Braille  books, 
the  cost  of  transcribing  ink-print  materials  into  Braille,  the  purchase  or  making 
of  sound  recordings  and  the  purchase  of  special  supplies  and  equipment  for  blind 
pupils. 

(Added  by  Stats.  1953,  Ch.  1510;  amended  by  Stats.  1955,  Ch.  1723,  and  by 
Stats.    1957,   Ch.   596   and    Ch.   2060.) 

Note  :  Section  7101.2,  as  amended  by  Stats.  1957,  Ch.  596,  reads : 

7101.2.  County  School  Service  Fund.  The  Superintendent  of  Public  Instruc- 
tion shall  allow  to  the  county  school  service  fund  of  each  county  an  amount  equal 
to  the  excess  current  expense  of  education  to  the  county  superintendent  of  schools 
of  educating  physically  handicapped  minor  pupils  but  not  in  excess  of  four  hundred 
dollars  ($400)  for  each  unit  of  average  daily  attendance  of  physically  handicapped 
minor  pupils  educated  by  the  county  superintendent  of  schools  during  the  preceding 
fiscal  year,  and  an  additional  amount  not  in  excess  of  four  hundred  dollars  ($400), 
or  the  cost  to  the  county  superintendent,  whichever  is  the  lesser,  for  each  unit  of 
average  daily  attendance  of  blind  pupils,  when  a  reader  has  actually  been  provided 
to  assist  him  with  his  studies,  or  for  the  purchase  of  Braille  books,  the  cost  of 
transcribing  ink-print  materials  into  Braille,  the  purchase  or  making  of  sound 
recordings   and    the   purchase   of   special    supplies   and   equipment   for   blind    pupils. 

Ed  C  §  7101,3.  If  the  total  amount  whix;h  may  be  allowed  under  Section  7101 
during  any  fiscal  year  is  less  than  the  total  allowances  computed  under  Sections 
7101.1  and  7101.2,  the  amounts  allowed  shall  be  reduced  proportionately. 

Ed  C  §  7101.4.  If  the  total  amount  v/hich  may  be  allowed  under  Section  7101 
during  any  fiscal  year  is  more  than  the  total  allowances  computed  under  Sections 
7101.1  and  7101.2,  the  balance  shall  be  allowed  pursuant  to  Section  7118. 

COMPUTATION   OF   ALLOWANCES   TO   SCHOOL   DISTRICTS   AND   COUNTY 
SCHOOL   SERVICE    FUNDS   FOR  TRANSPORTATION 

Ed  C  §  7018.1.  (a)  In  addition  to  all  other  amounts  allowed  to  a  school  district 
under  this  article,  the  Superintendent  of  I'ublic  Instruction  shall  allow  to  each  school 
district  an  amount  equal  to  the  current  expense  of  the  district  during  the  preceding 
fiscal  year  of  transporting  blind,  deaf,  cerebral  palsied,  and  orthopedically  handi- 
capped minor  pupils  and  mentally  retarded  minors  who  come  within  the  provisions  of 
Section  9801.2,  to  and  from  special  day  classes  but  not  in  excess  of  three  hundred 
fifty  dollars  ($350)  for  each  unit  of  average  daily  attendance  of  such  pupils  during 
the  next  preceding  fiscal  year  resulting  from  the  attendance  of  such  pupils  on  the 
special  day  classes  to  and  from  which  they  were  transported  by  the  district. 

(b)  The  Superintendent  of  Public  Instruction  shall  allow  to  the  county  school 
service  fund  of  each  county  an  amount  equal  to  the  current  expense  of  the  county 
superintendent  of  schools  during  the  preceding  fiscal  year  of  transporting  blind,  deaf, 
cerebral  palsied,  and  orthopedically  handicapped  minor  pupils  and  mentally  retarded 
minors  who  come  within  the  provisions  of  Section  9801.2,  to  and  from  special  day 
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classes  but  not  in  excess  of  three  hundred  fifty  dollars  ($350)  for  each  unit  of  aver- 
age daily  attendance  during  the  next  preceding  year  resulting  from  the  attendance  of 
such  pupils  on  the  special  day  classes  to  and  from  which  they  were  transported  by 
the  county  superintendent  of  schools. 

(Added  by  Stats.  10.51,  Ch.  1259;  repealed  and  added  bv  Stats.  1053,  Ch  1510; 
amended  by  Stats.  1057,  Ch.  1073.  In  effect  from  Tune  20,  1057,  until  July  1,  1959. 
See  first  note  following  Section  5153.) 

Note:  Section  7018.1,  as  in  effect  on  and  after  July  1,  1050,  reads: 
7018.1.      (a)   The  Superintendent  of  Public  Instruction  shall  not  allow  under  this 
section   during   any   fiscal   year   a   total   amount   in   excess   of   the  amount  provided 
by  law. 

(b)  In  addition  to  all  other  amounts  allowed  to  a  school  district  under  this  article, 
the  Superintendent  of  Public  Instruction  shall  allow  to  each  school  district  an 
amount  equal  to  the  current  expense  of  the  district  during  the  preceding  fiscal  year 
of  transporting  blind,  deaf,  cerebral  palsied,  and  orthopedically  handicapped  minor 
pupils  and  mentally  retarded  minors  who  come  within  the  provisions  of  Section 
0801.2,  to  and  from  special  day  classes  but  not  in  excess  of  three  hundred  fifty  dollars 
($350)  for  each  unit  of  average  daily  attendance  of  such  pupils  during  the  next  pre- 
ceding fiscal  year  resulting  from  the  attendance  of  such  pupils  on  the  special  day 
classes  to  and  from  which  they  were  transported  by  the  district. 

(c)  The  Superintendent  of  Public  Instruction  shall  allow  to  the  county  school 
sei-vice  fund  of  each  county  an  amount  equal  to  the  current  expense  of  the  county 
superintendent  of  scliools  during  the  preceding  fiscal  year  of  transporting  blind,  deaf, 
cerebral  palsied,  and  orthopedically  handicapped  minor  pupils  and  mentally  retarded 
minors  who  come  within  the  provisions  of  Section  9801.2,  to  and  from  special  day 
classes  but  not  in  excess  of  thi-ee  hundred  fifty  dollars  ($350)  for  each  unit  of  aver- 
age daily  attendance  during  the  next  preceding  year  resulting  from  the  attendance  of 
such  pupils  on  the  special  day  classes  to  and  from  which  they  were  transported  by 
the  county  superintendent  of  schools. 

(d)  If  the  total  amount  which  may  be  allowed  under  subdivision  (a)  during  any 
fiscal  year  is  less  than  the  total  allowances  computed  under  subdivisions  (b)  and  (c), 
the  amounts  allowed  shall  be  reduced  proportionately. 

(e)  If  the  total  amount  which  may  be  allowed  under  subdivision  (a)  during  any 
fiscal  year  is  more  than  the  total  allowances  computed  under  subdivisions  (b)  and 
(c),  the  balance  shall  be  apportioned  pursuant  to  Section  7118. 

COMPUTATION    OF   ALLOWANCES   TO   COUNTY   SCHOOL   SERVICE    FUNDS 
FOR   DIRECT   EDUCATIONAL   SERVICES 

Ed  C  §  7041.  The  Superintendent  of  Public  Instruction  shall  allow,  in  addition 
to  all  other  allowances,  to  the  county  school  service  fund  : 

(a)  For  all  emergency  schools  maintained  in  each  elementary  school  district  of 
the  county  by  the  county  superintendent  of  schools  during  the  preceding  fiscal  year, 
the  same  amount  as  he  would  compute  as  the  foundation  program  of  an  elementary 
school  district  under  Article  4  of  this  chapter,  except  that  the  provisions  of  Section 
7033  shall  not  apply  and  whenever  Sections  7032.1,  7035.1,  or  7036  require  him  to 
multiply  average  daily  attendance  by  two  hundred  eighteen  dollars  ($218)  he  shall, 
for  the  purposes  of  this  section  multiply  by  two  hundred  twenty  dollars  ($220).  No 
allowance  shall  be  made  under  this  subdivision  which  is  in  excess  of  the  actual  ex- 
pense of  maintaining  the  emergency  schools  during  the  preceding  fiscal  year. 

(b)  Three  hundred  ten  dollars  ($310)  for  each  unit  of  average  daily  attendance 
of  physically  handicapped  pupils  of  secondai"j'  grade  educated  by  the  county  super- 
intendent of  schools  during  the  preceding  fiscal  year. 

(Added  by  Stats.  1947,  Ch.  401 ;  amended  by  Stats.  1949,  Ch.  1017,  by  Stats.  1951, 
Ch.  1259;  repealed  and  added  by  Stats.  1053,  Ch.  1510;  amended  by  Stats.  1955, 
Ch.  736,  and  by  Stats.  1957,  Ch.  1073.  In  effect  from  June  20,  1957,  until  July  1, 
1959.  See  first  note  following  Section  5153.) 

Note  :  Section  7041,  as  in  effect  on  and  after  July  1,  1959,  reads : 

7041.  The  Superintendent  of  Public  Instruction  shall  allow,  in  addition  to  all 
other  allowances,  to  the  county  school  service  fund : 

(a)  For  all  emergency  schools  maintained  in  each  elementary  school  district  of  the 
county  by  the  county  superintendent  of  schools  during  the  preceding  fiscal  year,  the 
same  amount  as  he  would  compute  as  the  foundation  program  of  an  elementary 
school  district  uuder  Article  4  of  this  chapter,  except  that  the  provisions  of  Section 
7033  shall  not  apply.  No  allowance  shall  be  made  uuder  this  subdivision  which  is  in 
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excess  of  the  actual  expense  of  maintaining  the  emergency  schools  during  the  pre- 
ceding fiscal  year. 

(b)  Two  hundred  eighty  dollars  ($280)  for  each  unit  of  average  daily  attendance 
of  physically  handicapped  pupils  of  secondary  grade  educated  by  the  county  super- 
intendent of  schools  during  the  preceding  fiscal  year. 

STANDARDS  AND  SUPERVISION 

Ed  C  §  9613.  The  State  Department  of  Education  may  prescribe  minimum  stand- 
ards for  the  special  education  of  physically  handicapped  minors.  No  apportionment 
of  state  funds  shall  be  made  by  the  Superintendent  of  Public  Instruction  to  any 
school  district  on  account  of  the  instiiiction  of  physically  handicapped  minors  unless 
the  standards  prescribed  for  the  instruction  are  complied  with. 

5  Cal.  Adm.  Code  §  192,  Special  Day  Class  Defined.  A  special  day  class  for 
physically  handicapped  pupils  is  a  class  established  for  a  group  of  pupils  with  a 
similar  physical  handicapping  condition,  in  session  for  at  least  a  minimum  school 
day,  and  taught  by  a  full-time  teacher  whose  responsibility  it  is  to  supervise  and 
direct  for  at  least  a  minimum  school  day  the  educational  program  of  all  pupils 
enrolled  in  the  class. 

5  Cal.  Adm.  Code  §  193.  Size  of  Certain  Special  Day  Classes,  (a)  The  maxi- 
mum enrollment  for  special  day  classes  for  deaf  pupils  shall  be  10,  except  that  in  a 
class  in  which  the  chronological  age  spread  is  greater  than  four  years,  the  maximum 
enrollment  shall  be  eight. 

(b)  The  maximum  enrollment  for  special  day  classes  for  blind  pupils  shall  be  12, 
except  that  in  a  class  in  which  the  chronological  age  spread  is  greater  than  four 
years,  the  maximum  enrollment  shall  be  10. 

(c)  The  maximum  enrollment  for  special  day  classes  for  cerebral  palsied  pupils 
shall  be  15,  except  in  a  class  in  which  the  chronological  age  spread  is  greater  than 
four  years,  the  maximum  enrollment  shall  be  12. 

(d)  The  maximum  enrollment  for  special  day  classes  for  orthopedically  handi- 
capped pupils,  including  nonseverely  handicapped  cerebral  palsied  pupils,  shall  be 
18,  except  that  in  a  class  in  which  the  chronological  age  spread  is  greater  than  four 
years,  the  maximum  enrollment  shall  be  15. 

(e)  Deviations  from  the  above  maximum  shall  be  made  only  on  prior  written 
approval  of  the  Superintendent  of  Public  Instruction. 

(See  §  1320  of  Administrative  Code,  Title  5,  also.) 

Ed  C  §  9612.  The  Superintendent  of  Public  Instruction  shall  promote  and  direct 
special  instruction  in  the  public  schools  for  physically  handicapped  minors.  He  may 
employ  such  professional  and  other  personnel  as  are  necessary  for  this  purpose,  and 
may  perform  such  other  duties  as  are  necessary  to  give  full  effect  to  this  article. 

Ed  C  §  4824.  The  Director  of  Education  shall  provide  consultant  services  in  con- 
nection with  the  education  of  hard-of-hearing  children  in  areas  where  said  services 
are  not  available.  The  services  shall  be  provided  through  an  expert  in  the  fields  of 
organization  and  planning  for  the  education  of  the  hard-of-hearing  who  shall  be 
employed  for  that  purpose  by  the  Director  of  Education. 

TRANSPORTATION  PROVISIONS 

5  Cal.  Adm.  Code  §  1320.  Definitions.  These  definitions  apply  to  deaf,  blind, 
cerebral  palsied,  and  orthopedically  handicapped  pupils  transported  to  and  from 
special  day  public  school  classes,  the  expenses  of  such  transportation  being  reim- 
bursable subject  to  the  provisions  of  Education  Code  Sections  7018.1  or  7018.2. 

(a)  Deaf.  The  deaf,  for  the  purposes  of  this  article,  shall  consist  of  those  children 
(1)  whose  hearing  losses  range  from  70  or  75  decibels  in  the  speech  range  to  inability 
to  distinguish  more  than  one  or  two  frequencies  at  the  highest  measurable  level  of 
intensity  in  the  better  ear  resulting  in  not  being  able  to  understand,  and  acquire, 
speech  and  language  through  the  sense  of  hearing  even  when  sound  amplification  is 
provided,  (2)  whose  hearing  losses  average  50  or  more  decibels  in  the  speech  range 
in  the  better  ear  and  who,  having  had  a  sustained  loss  from  very  early  childhood  or 
babyhood,  do  not  learn  language  and  speech  through  the  unaided  ear,  and  (3)  those 
diagnosed  by  a  hearing  specialist  as  being  deaf. 

(b)  Blind.  The  blind,  for  the  purposes  of  this  article,  shall  consist  of  those 
children  (1)  whose  visual  acuity  in  the  better  eye  after  the  best  possible  correction 
is  20/200,  or   (2)    whose  peripheral  field  is  contracted  to  such  an  extent  that  the 
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widest  diameter  subtends  an  angle  no  greater  than  20  degrees,  or  (3)  whose  vision 
shows  an  equally  handicapping  visual  defect,  or  (4)  those  diagnosed  by  an  eye  or 
vision  testing  specialist  as  being  blind  or  having  a  condition  leading  to  early 
blindness. 

(c)  Orthopedically  Handicapped.  Upon  diagnosis  by  a  competent  physician,  the 
orthopedically  handicapped,  for  the  purposes  of  this  article,  shall  consist  of  those 
children  whose  locomotion  has  been  seriously  impaired  by  crippling  due  to  (1)  infec- 
tion, such  as  bone  and  joint  tuberculosis,  osteomyelitis,  etc.,  (2)  birth  injury,  such  as 
Erb's  palsy,  bone  fractures,  etc.,  (3)  congenital  anomalies,  such  as  congenital  ampu- 
tation, clubfoot,  congenital  dislocations,  spina  bifida,  etc.,  (4)  traumatic,  such  as 
amputations,  burns,  fractures,  etc.,  (5)  tumors,  such  as  bone  tumors,  bone  cysts,  etc., 

(6)  developmental  diseases,   such   as  coxa  plana,  spinal  osteocheondritis,   etc.,  and 

(7)  other  conditions,  such  as  fragile  bones,  muscular  atrophy,  muscular  dystrophy, 
Perthes'  disease,  etc.,  and  which  condition  requires  enrollment  in  special  schools  and 
classes  and  transportation  to  such  special  schools  or  classes. 

(d)  Cerebral  Palsied.  The  cerebral  palsied,  for  the  pui'poses  of  this  article,  shall 
consist  of  those  children  who  have  been  diagnosed  by  a  competent  physican  as  having 
an  impairment  of  motor  function  by  injury  to  certain  portions  of  the  brain  which 
govern  muscular  control,  and  causing  such  conditions  as  spacticity,  athetosis,  ataxia, 
rigidity,  and  tremor  to  the  extent  that  they  must  be  provided  special  transportation 
to  a  special  day  class. 

This  section  is  applicable  only  to  deaf,  blind,  orthopedically  handicapped,  and 
cerebral  palsied  pupils  transported  to  and  from  special  day  classes  on  or  after  the 
effective  date  of  this  regulation. 

5  Cal.  Adm.  Code  §  1321.  Evidence  of  Disability.  With  respect  to  blind,  deaf, 
orthopedically  handicapped,  and  cerebral  palsied  pupils  reported  as  transported  to 
and  from  special  day  classes  during  the  Fiscal  Year  1950-51  the  governing  board  of 
each  school  district  and  the  county  superintendent  of  schools  of  each  county  shall 
furnish  such  evidence  of  the  existence  of  such  physical  disabilities  of  such  pupils  as 
the  Superintendent  of  Public  Instruction  shall  require. 

Ed  C  §  9607.  The  governing  board  of  a  school  district  may  provide  for  the  trans- 
portation of  pupils  assigned  to  special  schools  or  classes  for  physically  handicapped 
pupils,  and  shall  provide  transportation  for  those  pupils  whose  physical  handicaps 
prevent  their  walking  to  school. 

Ed  C  §  9607.5.  The  governing  board  of  the  school  district  in  which  any  physically 
handicapped  minor  is  actually  living,  although  the  residence  of  his  parents  or 
guardian  is  outside  the  district,  shall  provide  for  the  transportation  of  such  minor 
to  the  school  at  which  education  is  furnished,  if  his  handicap  prevents  his  walking 
to  school  or  if  the  distance  is  greater  than  one  mile,  regardless  of  whether  such 
education  is  furnished  within  or  without  the  district. 

Ed  C  §  7012.  (a)  "Transportation"  as  used  in  this  article  means,  unless  the  con- 
text otherwise  requires: 

(1)  The  transportation  of  pupils  between  their  homes  and  the  regular  full-time 
day  schools  attended  by  them  as  provided  by  a  school  district. 

(2)  The  payment  of  moneys  by  a  school  district  to  parents  or  guardians  of  pupils 
in  lieu  of  providing  for  the  transportation  of  such  pupils  between  their  homes  and  the 
regular  full-time  day  schools  attended  by  them. 

(3)  The  providing  of  board  and  lodging  to  pupils  by  a  school  district  in  lieu  of 
providing  for  the  transportation  of  such  pupils  between  their  homes  and  the  regular 
full-time  day  schools  attended  by  them. 

(b)  "Pupils"  as  used  in  this  article  does  not  include  pupils  for  whom  the  Superin- 
tendent of  Public  Instruction  determines  excess  costs  under  Section  9617. 

(c)  "Total  current  expenses  of  transportation"  as  used  in  Sections  7014,  7015 
and  7016  does  not  include  : 

(1)  Current  expenses  for  the  transportation  of  pupils  for  whose  transportation  the 
Superintendent  of  Public  Instruction  makes  an  allowance  to  the  district  under 
Section  7018.1 ;  or, 

(2)  Any  amount  of  rental  of  school  buses  which  is  in  excess  of  the  amount  allow- 
able to  school  districts  for  replacement  of  district-owned  buses  in  accordance  with 
regulations  of  the  Superintendent  of  Public  Instruction  relating  to  allowances  for 
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pupil  transportation.  Renting  or  leasing  a  school  bus  does  not  include  a  lease-with- 
option-to-purchase. 

(Added  by  Stats.  1947,  Ch.  401;  amended  by  Stats.  1949,  Ch.  1017;  repealed  and 
added  by  Stats.  1950  (1st  Ex.  Sess.),  Ch.  74,  by  Stats.  1951,  Ch.  1259,  by  Stats. 
1953,  Ch.  1510,  by  Stats.  1955,  Ch.  737,  and  by  Stats.  1957,  Ch.  1527.) 

VOCATIONAL  GUIDANCE 

Ed  C  §  9605.  Individual  counseling  and  guidance  in  social  and  vocational  matters 
shall  be  provided  as  part  of  the  instructional  program  for  physically  handicapped 
pupils.  Upon  approval  by  the  State  Department  of  Education  the  governing  board  of 
any  school  district  may  separately,  or  in  co-operation  with  the  governing  boards  or 
boards  of  one  or  more  other  school  districts,  or  in  co-operation  with  the  Bureau 
of  Vocational  Rehabilitation  of  the  State  Department  of  Education,  employ  a  special 
co-ordinator,  who  shall  make  a  study  of  employment  and  occupational  opportunities 
and  shall  assist  in  the  co-ordiuation  of  the  education  of  the  physically  handicapped 
minors  with  the  commercial  and  industrial  pursuits  of  the  community,  so  as  to 
prepare  the  minors  for  employment. 

Ed  C  §  9606.  The  State  Department  of  Employment  shall,  through  the  State 
Employment  Service,  co-operate  with  local  school  officials  and  the  State  Department 
of  Education  in  the  placement  of  physically  handicapped  individuals. 

Ed  C  §  7101.5.  The  total  amount  which  may  be  allowed  to  sx-hool  districts  and 
county  superintendents  of  schools  under  Sections  7101.1  and  7101.2  for  readers 
provided  blind  pupils  to  assist  them  with  their  studies,  or  for  the  purchase  of  Braille 
books,  the  cost  of  transcribing  ink-print  materials  into  Braille,  the  purchase  or 
making  of  sound  recordings  and  the  purchase  of  special  supplies  and  equipment  for 
blind  pupils  shall  not  exceed  forty  thousand  dollars  ($40,000)  in  any  fiscal  year.  If 
the  total  amount  which  may  be  allowed  under  this  section  during  any  fiscal  year  is 
less  than  the  total  allowances  computed  under  Sections  7101.1  and  7101.2  for  that 
purpose,  the  amounts  allowed  shall  be  reduced  proportionately. 

(Added  by  Stats.  1955,  Ch.  1723;  amended  by  Stats.  1957,  Ch.  596.) 

READER  FOR  THE  BLIND 

Ed  C  §  16091.  Whenever  any  blind  person  with  the  proper  educational  qualifica- 
tions regularly  matriculates,  enters,  and  works  for  a  degree,  or  for  a  diploma  of 
graduation,  in  any  university,  college,  or  state  college  in  this  State,  the  Director  of 
Education  may  provide,  from  any  funds  appropriated  for  the  purpose  or  appropriated 
for  the  support  of  the  California  School  for  the  Blind,  a  reader  to  assist  him  in  his 
studies.  Any  person  so  employed  shall  be  exempt  from  the  provisions  of  any  retire- 
ment system  supported  in  whole  or  in  part  by  the  State  of  California.  No  more  than 
one  thousand  dollars  ($1,000)  per  annum  shall  be  expended  for  the  instruction  of 
any  one  student,  except  that  for  graduate  students  no  more  than  one  thousand  two 
hundred  dollars  ($1,200)  shall  be  expended  for  the  instruction  of  any  one  student. 

(Amended  by  Stats.  1947.  Ch.  14-56,  by  Stats.  1951,  Ch.  1387,  by  Stats.  1955, 
Ch.  1551,  and  by  Stats.  1957,  Ch.  1139.) 

Ed  C  §  9615.  The  State  Department  of  Education  may  co-operate  with  the  Ameri- 
can Printing  House  for  the  Blind  in  the  provision  and  distribution  of  Braille  books 
and  other  materials  and  equipment  available  from  the  American  Printing  House  for 
the  Blind  for  the  use  of  blind  pupils  in  the  public  schools  of  California  under  the 
provisions  of  an  act  entitled :  "An  act  to  amend  the  act  to  promote  the  education  of 
the  blind,  approved  March  3,  1879,  as  amended,  so  as  to  authorize  wider  distribution 
of  books  and  other  special  instructional  material  for  the  blind,  to  increase  the  appro- 
priations authorized  for  this  purpose,  and  for  other  purposes,"  approved  August  2, 
1956  (Public  Law  922,  S4th  Congress,  2d  Session). 

(Repealed  by  Stats.  1951,  Ch.  228;  added  by  Stats.  1957,  Ch.  2269.) 
Note  :   Stats.  1957,  Ch.  2269,  also  contained  the  following  provision  : 
Sec.  2.     The  sum  of  six  thousand  seven  hundred  five  dollars  ($6,705),  or  so  much 
thereof  as  may  be  necessary,  is  hereby  appropriated  out  of  any  money  in  the  State 
Treasury  not  otherwise  appropriated,  to  be  expended  by  the  Department  of  Education 
during  the  1957-58  Fiscal  Year  in  carrying  out  the  purposes  of  this  act. 
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TEXTBOOKS   FOR   THE   PARTIALLY   SEEING 

Ed  C  §  11181.2.  The  State  Board  of  Education  shall  provide  adopted  textbooks  in 
large  print  for  pupils  enrolled  in  elementary  schools  whose  vision  acuity  is  20/70  or 
less.  For  such  purpose,  the  board  may  acquire  such  textbooks  in  any  manner  allowed 
by  Section  11181. 

TEXTBOOKS   FOR   THE   BLIND 

Ed  C  §  11181.3.  The  State  Board  of  Education  shall  provide  adopted  textbooks  in 
Braille  characters  for  pupils  enrolled  in  elementary  schools  whose  corrected  visual 
acuity  is  20/200  or  less.  For  such  purpose,  the  board  may  acquire  such  textbooks  in 
any  manner  allowed  by  Section  11181.  Any  cost  of  providing  elementary  school  pupils 
with  such  books  shall  be  paid  from  amounts  appropriated  to  the  Department  of 
Education  for  the  publishing,  purchasing,  and  shipping  of  free  textbooks. 

FEDERAL    REGISTRATION   AND   QUOTA   PROVIDING 
MATERIALS   AND   DEVICES    FOR   THE   BLIND 

Ed  C  §  9615.  The  State  Department  of  Education  may  co-operate  with  the  Ameri- 
can Printing  House  for  the  Blind  in  the  provision  and  distribution  of  Braille  books 
and  other  materials  and  equipment  available  from  the  American  Printing  House  for 
the  Blind  for  the  use  of  blind  pupils  in  the  public  schools  of  California  under  the 
provisions  of  an  act  entitled :  "An  act  to  amend  the  act  to  promote  the  education  of 
the  blind,  approved  March  3,  1879,  as  amended,  so  as  to  authorize  wider  distribution 
of  books  and  other  special  instructional  material  for  the  blind,  to  increase  the 
appropriations  authorized  for  this  purpose,  and  for  other  purposes,"  approved 
August  2,  1956  (Public  Law  922,  84th  Congress,  2d  Session). 


APPENDIX  X 

PROVISIONS  OF   CALIFORNIA   EDUCATION   CODE   REGARDING 
EDUCATION   OF  MENTALLY   RETARDED   MINORS 

DEFINITION 

Ed  C  §  9801.  "Mentally  retarded  minors"  means  all  minors  who  because  of  re- 
tarded intellectual  development  as  determined  by  individual  psychological  examina- 
tion are  incapable  of  being  educated  efficiently  and  profitably  through  ordinary 
classroom  instruction. 

Ed  C  §  9801.1.  The  education  of  mentally  retarded  minors  who  are  of  compulsory 
school  age  and  who  may  be  expected  to  benefit  from  special  educational  facilities 
designed  to  make  them  economically  useful  and  socially  adjusted  shall  be  provided 
for  in  the  manner  set  forth  in  this  chapter  and  in  Article  13  of  Chapter  8.1  of  this 
division. 

Ed  C  §  9801.2.  The  education  of  mentally  retarded  minors  who  do  not  come  within 
the  provisions  of  Section  9801.1,  who  are  five  or  more,  and  less  than  18  years  of 
age,  and  who  may  be  expected  to  benefit  from  special  educational  facilities  designed 
to  educate  and  train  them  to  further  their  individual  acceptance,  social  adjustment, 
and  economic  usefulness  in  their  homes  and  within  a  sheltered  environment,  may  be 
provided  for  in  the  manner  set  forth  in  this  chapter  and  in  Article  13  of  Chapter 
8.1  of  this  division. 

Each  school  district  maintaining  special  training  schools  or  classes  for  such 
mentally  retarded  minors  may  limit  the  number  of  minoi's  to  be  admitted  to  such 
schools  or  classes. 

Any  such  minor  who  becomes  18  years  of  age  while  in  attendance  upon  a  special 
training  school  or  class  shall  be  permitted  to  continue  to  attend  thereon  for  the 
remainder  of  the  time  such  school  or  class  is  maintained  during  the  then  current 
school  year. 

From  the  effective  date  of  the  1957  amendment  to  this  section,  until  the  end  of 
the  1961-1 902  school  year,  this  section  shall  also  apply  to  the  education  of  mentally 
retarded  minors  who  are  five  or  more,  and  less  than  21  years  of  age,  and  who  meet 
the  other  requirements  of  this  section. 

WHO  MAY  ESTABLISH  SPECIAL  SCHOOLS  AND  CLASSES 
FOR  MENTALLY  RETARDED  MINORS 

Ed  C  §  9802.  The  governing  board  of  any  elementary  or  unified  school  district 
which  has  an  average  daily  attendance  of  900  or  more  in  the  elementary  schools 
of  the  district,  or  any  high  school  district  which  has  an  average  daily  attendance 
of  900  or  more  shall  provide  for  the  education  in  special  training  schools  or  classes  of 
mentally  retarded  minors  residing  in  the  district  who  come  within  the  provisions  of 
Section  9801.1  and  who  are  not  in  attendance  upon  other  special  training  schools 
or  classes  maintained  under  the  provisions  of  this  chapter.  The  mandatory  provi- 
sions of  the  section  as  they  apply  to  high  school  districts  shall  become  effective 
.July  1,  19.56,  but  the  governing  board  of  any  high  school  district  may  provide  for 
such  education  for  all  or  any  portion  of  the  mentally  retarded  minors  residing  in 
the  high  school  district  prior  to  said  date. 

The  governing  board  of  any  elementary  or  unified  school  district  may  provide 
for  the  education  of  mentally  retarded  minors  residing  in  the  district  who  come 
within  the  provisions  of  Section  9801.2. 

Ed  C  §  9570.  (a)  The  county  superintendent  of  schools  shall  establish  and  main- 
tain special  training  schools  or  classes  for  mentally  retarded  minors  who  reside  in 
the  county  and  in  elementary  or  unified  school  districts  which  have  an  average 
daily  attendance  of  less  than  901  in  the  elementary  schools  of  the  district  and  who 
come  within  the  provisions  of  Section  9801.1.  Such  schools  and  classes  shall  be 
established  at  centrally  located  places,  and  the  county  superintendent  of  schools 
shall  provide  transportation  to  the  pupils  attending  them. 

(b)  The  county  superintendent  of  schools  may.  with  the  approval  of  the  county 
board  of  education,  establish  and  maintain   special  training  schools  or  classes  for 

(250) 
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mentally  i-etarded  minors  who  reside  in  the  county  and  who  come  witliiu  the  provi- 
sions ot  Section  J)80l.l  and  contract  with  an  elementary  or  unihed  school  district 
with  an  average  daily  attendance  of  !JU1  or  more  in  the  elementary  schools  of  the 
district,  subject  to  such  terms  and  conditions  as  may  be  agreed  upon.  The  contract 
shall  be  approved  by  the  county  board  of  education  and  shall  require  the  district 
to  pay  to  the  county  school  service  fund  of  the  county  in  which  tiie  district  is  located 
all  costs  of  the  education  of  such  minors  which  are  in  excess  of  the  amounts  appor- 
tioned from  the  State  School  Fund  for  the  average  daily  attendance  of  such  minors. 

Whenever  a  special  training  school  or  class  is  established  under  the  provisions  of 
this  subdivision,  the  computations  prescribed  by  Sections  7084  and  7037  shall  not 
apply. 

(c)  The  county  superintendent  of  schools  may,  with  the  approval  of  the  county 
board  of  education,  establish  and  maintain  special  training  schools  or  classes  for 
mentally  retarded  minors  who  reside  in  the  county  and  who  come  within  the  provi- 
sions of  Section  9801.2. 

Ed  C  §  9802.1.  The  governing  board  of  any  high  school  district  which  has  an 
average  daily  attendance  of  less  than  !tO0  may  establish  and  maintain  special  train- 
ing schools  or  classes  for  the  education  of  such  mentally  retarded  minors  as  may  be 
admitted  to  such  schools  or  classes  by  the  governing  board  of  the  district. 

Ed  C  §  9807.1.  The  governing  board  of  any  school  district  otherwise  required  or 
authorized  to  maintain  special  training  scliools  and  classes  under  Sections  9S02  and 

9802.1  for  mentally  retarded  minors  may  provide  for  the  education  of  such  minors 
in,  and  for  the  transportation  of  such  minors  to,  special  training  schools  or  classes 
maintained  by  another  school  district  under  this  chapter  or  by  a  county  superin- 
tendent of  schools  unders  Article  13  of  Chapter  8.1  of  this  division,  subject  to  such 
terms  and  conditions  as  may  be  agreed  upon. 

ATTENDANCE  PROVISIONS 

MENTALLY   RETARDED   MINORS   COMING   WITHIN   THE   PROVISIONS 
OF   ED   C   §   9801.1 

Ed  C  §  6815.  The  minimum  school  day  in  grades  one,  two,  and  three  in  elementary 
schools  is  200  minutes. 

Ed  C  6816.  The  minimum  school  day  in  grades  four,  five,  six,  seven,  and  eight  in 
elementary  schools  and  in  special  day  and  evening  classes  of  an  elementary  school 
district  is  240  minutes. 

Ed  C  §  6822.  The  minimum  school  day  in  any  high  school,  except  in  an  evening 
high  school,  a  continuation  high  school,  and  in  continuation  education  classes,  is 
240  minutes. 

MENTALLY   RETARDED   MINORS   COMING   WITHIN   THE   PROVISIONS 
OF   ED  C   §  9801.2 

5  Cal.  Adm.  Code  §  199.5.  Length  of  School  Day.  For  apportionment  purposes, 
180  minutes,  inclusive  of  recesses,  shall  constitute  a  minimum  school  day.  No  child 
shall  be  credited  with  more  than  one  day  of  attendance  in  any  one  calendar  day. 

Ed  C  §  6813.  The  minimum  school  day  for  pupils  of  kindergartens  and  for  men- 
tally  retarded  minors  in   special   training  schools  or  classes  prescribed   in   Section 

9801.2  is  180  minutes  inclusive  of  recesses  except  that  if  a  school  district  maintains 
two  such  classes  on  the  same  day  which  are  taught  by  the  same  teacher,  the  minimum 
school  day  for  each  of  such  classes  shall  be  130  minutes  inclusive  of  recesses. 

COMPUTATION   OF   ATTENDANCE   OF   MINORS    INSTRUCTED   BY 
COUNTY  SUPERINTENDENT   OF   SCHOOLS 

Ed  C  §  6933.  The  average  daily  attendance  of  mentally  retarded  minors  given 
instruction  by  a  county  superintendent  of  schools  shall  be  computed  by  dividing  the 
total  days  of  attendance  of  such  pupils  during  the  fiscal  year  by  175  and  the  average 
daily  attendance  so  computed  shall  be  credited  to  the  county  school  service  fund. 

FINANCIAL  PROVISIONS 

COUNTY  TAX 

Ed  C  §  9574.  The  county  superintendent  of  schools  shall,  with  the  approval  of  the 
county  board  of  education,  certify  to  the  county  auditor  and  the  board  of  super- 
visors, on  or  before  July  15th  of  each  year,  the  amount  of  money  required  to  be 
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itn&LU  uy  a  county  tax  for  the  education  of  mentally  retarded  minors  who  come 
witnm  me  provisions  of  fcection  yoOl.l  and  for  rental  of  property  by  the  county 
superiiiteuaeut  vi  schools  for  special  training  scnools  or  ciasses  tor  such  minors, 
^iso,  tne  county  superiutenueut  of  schools  snail,  witn  the  approval  of  the  county 
UoaiU  of  education,  certiry  to  tne  county  auditor  and  the  hoard  of  supervisors  on  or 
betoie  July  luth  ot  eacii  year,  the  amount  of  money  required  to  be  raised  for  tue 
education  of  mentally  retarded  minors  wno  come  within  tUe  provisions  of  Section 
ysol.ic.  The  amount  shall  be  determined  by  suutracting  from  tne  total  cost  of  the 
education  of  such  minors,  including  transportation,  to  the  county  superintendent  of 
schools  the  total  amount  to  be  apportioned  by  tue  buperintendent  of  Ir'ublic  instruc- 
tion to  the  county  school  service  fund  for  the  education  of  mentally  retarded  minors 
and  by  adding  to  the  result  the  amount  required  for  rental  of  property.  The  board  of 
supervisors  may  include  in  such  amount  a  sum  lor  capital  outlay. 

The  board  of  supervisors  shall  at  the  time  of  levying  other  county  taxes  levy  a 
county  tax  for  the  education  of  mentally  retarded  minors  who  come  within  the 
provisions  of  Section  ysUl.l  upon  the  taxable  property  of  the  county  sufficient  to 
produce  the  amount  required  and  may  increase  such  tax  in  such  amount  as  will 
produce  the  amount  required  for  the  education  of  mentally  retarded  minors  who 
come  within  the  provisions  of  Section  ybOl.l!.  The  amount  received  from  this  tax 
shall  be  deposited  in  the  county  school  service  fund. 

(Added  by  Stats.  iy55,  Ch.  1763.) 

STATE  SCHOOL  FUND  AND  EXPENDITURE  OF  APPROPRIATION 

Ed  C  §  5153.  The  State  Controller  shall  during  each  hscal  year  transfer  from  the 
General  J:  und  of  the  State  to  tUe  State  School  n  und  such  sums,  in  addition  to  the 
siuns  accruing  to  the  State  School  i  und  from  other  sources,  as  shall  provide  in  the 
State  School  Fund  for  apportionment  during  the  hscal  year  a  total  amount  not  less 
than  one  nuudred  ninety-three  doUars  and  tnirty-seven  cents  ($iy3.o7;  per  pupU  in 
average  daily  attendance  during  the  preceding  hscal  year  credited  to  aU  kinder- 
garten, elementary,  high  school  and  junior  college  schools  in  the  State  and  to  county 
school  tuition  funds,  as  certihed  by  the  Superintendent  of  Public  Instruction. 

He  shall  also  transfer  to  the  State  School  Fund  any  additional  amounts  appro- 
priated thereto  by  the  Legislature  in  augmentation  of  any  of  the  amounts  prescribed 
for  any  of  the  purposes  set  forth  in  Section  51o4  and  such  additional  amounts  shall 
be  allowed  and  apportioned  by  the  Superintendent  of  Public  Instruction  and  war- 
rants therefor  be  drawn  by  the  Controller  in  the  manner  provided  in  this  chapter 
and  in  Chapter  15  of  this  division. 

Ed  C  §  5154.  The  amount  appropriated  in  Section  5153  shall  be  expended  in 
accordance  with  the  following  schedule : 

(d)  Five  dollars  and  fifteen  cents  ($5.15)  multiplied  by  the  total  average  daily 
attendance  credited  to  all  kindergarten,  elementary,  high  school  and  junior  college 
schools  in  the  State  and  to  county  school  tuition  funds  during  the  preceding  school 
year,  for  the  purposes  of  Section  7018.1  and  Articles  12,  13,  and  14  (commencing 
at  Section  7101.1,  7102.1  and  7103.1  respectively).  Chapter  15  of  this  Division. 

(f)  One  dollar  ($1)  multiplied  by  the  total  average  daily  attendance  credited  to 
all  kindergarten,  elementary,  high  school  and  junior  coUege  schools  in  the  State  and 
to  county  school  tuition  funds  during  the  preceding  school  year  for  the  purposes  of 
Article  13,  Chapter  15,  of  this  division.  ( See  Education  Code  §  7102  through  7102.5 ) 

(g)  Five  cents  ($0.05)  multiplied  by  the  total  average  daily  attendance  credited 
to  all  kindergarten,  elementary,  high  school,  and  junior  college  schools  in  the  State 
and  to  county  school  tuition  funds  during  the  preceding  school  year  for  the  purposes 
of  Article  14,  Chapter  15,  of  this  division.  (See  Education  Code  §  7103  through 
7103.5.) 

ADVANCE  APPORTIONMENTS  TO  SCHOOL  DISTRICTS 

Ed  C  §  9821.  Whenever  any  school  district  establishes  special  training  schools  or 
classes  for  the  education  of  mentally  retarded  minors  who  come  within  the  provi- 
sions of  Section  9S01.2,  the  governing  board  of  the  school  district  may  apply  to 
the  Superintendent  of  Public  Instruction  for  an  apportionment  pursuant  to  this 
chapter. 

Ed  C  §  9822.  The  application  shall  be  made  prior  to  September  1st  of  each  school 
year  in  the  form  and  manner  prescribed  by  the  Superintendent  of  Public  Instruction 
and  shall  include  an  estimate  of  the  average  daily  attendance  that  will  be  credited 
to  such  schools  or  classes  during  the  school  year  in  which  they  are  established.  Such 
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estimate  shall  ue  baised  upon  the  number  of  minors  residing-  in  tiie  distriet  or  iu  au 
adjacent  uistrict  that  come  witinn  iiie  provisions  ol:  iSectiun  DyUl.2  and  who  will 
attend  sucli  schools  and  classes  and  shall  he  subject  to  the  approval  oi  tlie  Superin- 
lenUeut  ut'  Public  Instruction. 

Ed  C  §  9823.  Not  later  than  '60  days  alter  such  application,  the  iSuperintendent  of 
I'ubiic  Instruction,  if  he  approves,  sball  apportion  to  each  applicant  school  distriet 
from  the  State  General  Fund,  as  an  advance  against  future  apportionments  from 
the  JState  iSchool  Fund  to  such  district,  an  amount  equal  to  the  maximum  amount 
allowable  per  unit  of  average  daily  attendance  to  school  districts  lor  the  excess 
expense  of  educating  mentally  retarded  minors  who  come  within  the  provisions  of 
Section  1)801.2,  multiplied  by  eight  and  tne  product  thereof  multiplied  by  the  num- 
ber of  special  training  classes  established  by  the  applicant  school  district  for  such 
minors. 

Ed  C  §  9824.  The  Superintendent  of  Public  Instruction  shall  furnish  au  abstract 
of  all  ai)portionments  made  to  school  districts  of  any  county  under  this  chapter  to 
the  State  Controller,  the  Department  of  Finance  and  to  the  couuty  auditor,  county 
treasurer  and  county  superintendent  of  schools  of  the  county  and  shall  certify 
such  apportionments  to  the  State  Controller  who  shall  thereupon  draw  his  warrants 
on  the  State  Ceneral  Fund  in  favor  of  the  county  treasurer  of  each  county  for  the 
amounts  apportioned  to  the  districts  of  the  couuty. 

Ed  C  §  9825.  All  moneys  received  by  the  treasurer  of  a  county  under  this  chapter 
shall  be  credited  by  the  treasurer  to  the  general  fund  of  the  school  district  of  the 
county  exactly  as  apportioned  by  the  Superintendent  of  Public  Instruction. 

Ed  C  §  9826.  During  the  next  two  tiscal  years  after  the  fiscal  year  iu  which  such 
apportionment  is  advanced  to  a  school  district  under  this  chapter,  the  State  Con- 
troller shall  deduct  from  apportionments  made  to  each  such  school  district  from  the 
State  School  Fund  an  amount  equal  to  the  amount  apportioned  to  such  district 
under  this  chapter  and  pay  the  same  into  the  State  General  Fund. 

EXCESS  EXPENSE 

Ed  C  §  9809.  The  Superintendent  of  Public  Instruction  shall  determine  the 
amount  of  the  excess  expenses  incurred  by  each  school  district  for  the  education  of 
mentally  retarded  minors.  "Excess  expense"  as  employed  in  this  section  includes  the 
total  current  expenses  of  education  incurred  for  mentally  retarded  minors  instructed 
in  special  schools  or  classes,  over  the  expense  for  an  equal  number  of  units  of  aver- 
age daily  attendance  of  pupils  not  classified  as  mentally  retarded  minors  or  physically 
handicapped  minors. 

Ed  C  §  9575.  The  Superintendent  of  Public  Instruction  shall  determine  the 
amount  of  the  excess  expense  incurred  l)y  each  county  superintendent  of  schools  for 
the  education  of  mentally  retarded  minors.  "Excess  expense"  as  employed  in  this 
section  includes  the  total  current  expenses  of  education  incurred  for  mentally  re- 
tarded minors  instructed  iu  special  schools  or  classes,  over  the  amount  to  be  appor- 
tioned as  basic  state  aid  under  the  provisions  of  Article  5  of  Chapter  15  of  Division 
3  of  this  code  to  the  county  school  service  fund  during  the  then  current  fiscal  year 
on  account  of  all  pupils  whose  attendance  is  credited  to  the  county  school  service 
fund  at  the  level  for  which  the  excess  expense  is  to  be  determined,  exclusive  of  the 
average  daily  attendance  of  pupils  in  a  juvenile  hall  school  maintained  by  the  county 
superintendent  of  schools  during  the  preceding  fiscal  year. 

COMPUTATION   OF   ALLOWANCES   FOR   EXCESS   EXPENSE 

MINORS  COMING  WITHIN  THE  PROVISIONS  OF  ED  C  §  9801.1 

Ed  C  §  7102.  The  Superintendent  of  Public  Instruction  shall  not  allow  under 
this  article  during  any  fiscal  year  a  total  amount  in  excess  of  the  amount  provided 
by  law. 

Ed  C  §  7102.1.  The  Superintendent  of  Public  Instruction  shall  allow  to  each 
school  district  an  amount  equal  to  the  excess  current  expense  of  education,  includiug 
transportation,  to  the  school  district,  of  educating  mentally  retarded  minors  who 
come  within  the  provisions  of  Section  9801.1  during  the  preceding  fiscal  year  in 
special  schools  or  classes  but  not  in  excess  of  two  hundred  dollars  ($200)  per  unit 
of  average  daily  attendance  of  such  minors. 

Ed  C  §  7102.2.  The  Superintendent  of  Public  Instruction  shall  allow  to  the  county 
school  service  fund  of  each  county  an  amount  equal  to  the  excess  current  expense 
of  education,  including  ti*ansportation,  to  the  couuty  superintendent  of  schools  of 
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educating  mentally  retarded  minors  coming  within  the  provisions  of  Section  9801.1, 
during  the  preceding  fiscal  year  in  special  schools  or  classes  but  not  in  excess  of 
two  hundred  dollars   ($200)   per  unit  of  average  daily  attendance  of  such  minors. 

Ed  C  §  7102.5.  No  allowance  shall  be  made  uuder  this  article  for  the  education 
of  mentally  retarded  minors  in  special  schools  or  classes  which  do  not  comply  with 
the  standards  established  by  the  Department  of  Education. 

MINORS  COMING  WITHIN  THE   PROVISIONS  OF   ED   C   §   9801.2 

Ed  C  §  7103.  The  Superintendent  of  Public  Instruction  shall  not  allow  under 
this  article  during  any  fiscal  year  a  total  amount  in  excess  of  the  amount  provided 
by  law. 

Ed  C  §  7103.1.  The  Superintendent  of  Public  Instruction  shall  allow  to  each 
school  district  an  amount  equal  to  the  excess  current  expense  of  education  to  the 
district,  excluding  transportation,  of  educating  mentally  retarded  minors  who  come 
within  the  provisions  of  Section  9801.2  during  the  preceding  fiscal  year  but  not  in 
excess  of  four  hundred  fifty  dollars  ($4.j0)  per  unit  of  average  daily  attendance 
of  such  minors. 

Ed  C  §  7103.2.  The  Superintendent  of  Public  Instruction  shall  allow  to  each 
county  school  service  fund  an  amount  equal  to  the  excess  current  expense  of  educa- 
tion to  the  county  superintendent  of  schools,  excluding  transportation,  of  educating 
mentally  retarded  minors  who  come  within  the  provisions  of  Section  9801.2  during 
the  preceding  fiscal  year  but  not  in  excess  of  four  hundred  fifty  dollars  ($450)  per 
unit  of  average  daily  attendance  of  such  minors. 

Ed  C  §  7103.5.  No  allowance  shall  be  made  under  this  article  for  the  education  of 
mentally  retarded  minors  in  special  schools  or  classes  which  do  not  comply  with  the 
standards  established  by  the  Department  of  Education. 

COMPUTATION   OF   ALLOWANCES   TO   SCHOOL   DISTRICTS   AND   COUNTY 
SCHOOL   SERVICE   FUNDS   FOR   TRANSPORTATION 

Ed  C  §  7018.1.  (a)  In  addition  to  aU  other  amounts  allowed  to  a  school  district 
under  this  article,  the  Superintendent  of  Public  Instruction  shall  allow  to  each 
school  district  an  amount  equal  to  the  current  expense  of  the  district  during  the 
preceding  fiscal  year  of  transporting  blind,  deaf,  cerebral  palsied,  and  orthopedically 
handicapped  minor  ijupils  and  mentally  retarded  minors  who  come  within  the  provi- 
sions of  Section  9801.2,  to  and  from  special  day  classes  but  not  in  excess  of  three 
hundred  fifty  dollars  ($350)  for  each  unit  of  average  daily  attendance  of  such 
pupils  during  the  next  preceding  fiscal  year  resulting  from  the  attendance  of  such 
pupils  on  the  special  day  classes  to  and  from  which  they  were  transported  by  the 
district. 

(b)  The  Superintendent  of  Public  Instruction  shall  allow  to  the  county  school 
service  fund  of  each  county  an  amount  equal  to  the  current  expense  of  the  county 
superintendent  of  schools  during  the  preceding  fiscal  year  of  transporting  blind, 
deaf,  cerebral  palsied,  and  orthopedically  handicapped  minor  pupils  and  mentally 
retarded  minors  who  come  within  the  provisions  of  Section  9801.2.  to  and  from 
special  day  classes  but  not  in  excess  of  three  hundred  fifty  dollars  ($350)  for  each 
unit  of  average  daily  attendance  during  the  next  preceding  year  resulting  from  the 
attendance  of  such  pupils  on  the  special  day  classes  to  and  from  which  they  were 
transported  by  the  county  superintendent  of  schools. 

STANDARDS 

Ed  C  §  9803.  The  Department  of  Education  shall  establish  minimum  standards 
for  all  such  special  schools  and  classes  and  shall  enforce  these  standards  throughout 
the  State. 

MENTALLY   RETARDED   MINORS   COMING   WITHIN   THE   PROVISIONS 
OF    EDUCATION    CODE   SECTION   9801.1 

5  Cal.  Adm.  Code  §  180.  Establishment  of  Special  Training  Schools  and 
Classes;  Minors  8-18.  Special  training  schools  and  special  training  classes  for  the 
education  of  mentally  retarded  minors  between  the  ages  of  S  and  18  years  who  come 
within  the  provisions  of  Education  Code  Section  9801.1  shall  be  established  by 
governing  boards  of  elementary  school  districts  and  unified  school  districts  and  by 
county  superintendents  of  schools,  and  may  be  established  by  governing  boards 
of  high  school  districts,  pursuant  to  Chapter  11  of  Division  4  of  the  Education 
Code  and  this  article. 
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5  Cal.  Adm.  Code  §  181.  Establishment  of  Special  Training  Schools  and 
Classes;  Minors  Under  8.  Special  training  schools  and  special  training  classes 
for  mentally  retarded  minors  who  are  less  than  eight  years  of  age  but  who  come 
within  the  provisions  of  Education  Code  Section  OSOl.l  may,  pursuant  to  Education 
Code  Sections  S971  and  0807,  be  established  by  the  governing  board  of  any  elemen- 
tary school  district  or  unified  school  district  or  by  a  county  superintendent  of  schools. 

5  Cal.  Adm.  Code  §  182.  Eligibility  of  Pupils.  The  eligibility  of  a  minor  for 
admission  to  any  such  school  or  class  shall  be  determined  by  a  psychologist  or 
psychometrist  after  such  pupil  has  been  given  an  accepted  verbal  or  nonverbal 
individual  intelligence  test.  For  minors  of  an  appropriate  age,  group  intelligence 
tests  may  be  used  as  screening  devices. 

5  Cal.  Adm.  Code  §  183.  Admission.  The  responsibility  for  the  assignment  of  a 
minor  to  any  such  school  or  class  maintained  by  a  school  district  shall  rest  with  the 
administrative  head  of  the  school  district  or  an  employee  of  the  district  designated 
by  him.  The  assignment  of  a  minor  shall  be  made  only  after  a  group  conference  of 
the  psychologist,  the  school  principal,  the  minor's  teacher,  the  school  physician  or 
nurse,  if  any,  and  any  other  person  designated  by  the  person  responsible  for  making 
such  assignment. 

5  Cal.  Adm.  Code  §  184.  Size  of  Class.  The  maximum  enrollment  for  any  such 
class  shall  be  18,  except  that  in  a  class  in  which  the  chronological  age  spread  is 
greater  than  four  years,  the  maximum  enrollment  shall  be  15. 

5  Cal.  Adm.  Code  §  185.  Instruction.  The  methods  of  instruction  used  in  each 
such  school  or  class  shall  be  those  approved  by  the  administrative  head  of  the  school 
district,  or  county  superintendent  of  schools  maintaining  the  school  or  class  except 
that  with  respect  to  a  school  or  class  maintained  on  a  secondary  school  level  on  the 
premises  of  a  secondary  school  of  another  district,  such  methods  shall  be  subject  to 
approval  by  the  administrative  head  of  the  district  maintaining  the  secondary  school. 

5  Cal.  Adm.  Code  §  186.  Supervision.  Adequate  supervision  shall  be  provided 
for  all  such  schools  and  classes.  The  superintendent,  the  building  principal,  and  spe- 
cial supervisors  should  work  co-operatively  to  establish  a  helpful  plan  of  supervision. 

5  Cal.  Adm.  Code  §  187.  Case  Studies.  Individual  case  study  records  shall  be 
kept  of  all  pupils  placed  in  such  schools  or  classes. 

MENTALLY   RETARDED   MINORS   COMING   WITHIN   THE    PROVISIONS 
OF   EDUCATION    CODE   SECTION   9801.2 

5  Cal.  Adm.  Code  §  196.  Establishment  of  Special  Training  Schools  and 
Classes.  Special  training  schools  and  special  training  classes  for  the  education  and 
training  of  mentally  retarded  minors  who  come  within  the  provisions  of  Education 
Code  Section  9801.2  may  be  established  by  the  governing  boards  of  elementary,  high 
school,  or  unified  school  districts  and  by  county  superintendents  of  schools  pursuant 
to  Chapter  11  of  Division  4  of  the  Education  Code  and  this  article. 

5  Cal.  Adm.  Code  §  197.  Eligibility  of  Pupils.  The  eligibility  of  a  minor  for 
admission  to  any  such  school  or  class  shall  be  determined  by  properly  certificated 
and  qualified  psychological  and  medical  examiners.  The  following  criteria  shall  serve 
as  minimum  eligibility  requirements : 

(a)  General.  A  child  must  not  come  within  the  provisions  of  Education  Code 
Section  9801.1. 

(b)  Physical  Condition.     A  child  must: 

(1)  Be  able  to  hear  spoken  connected  language  and  be  able  to  see  well 
enough  to  engage  in  special  class  activities  without  undue  risk ; 

(2)  Be  ambulatory  to  the  extent  that  no  undue  risk  to  himself  or  hazard 
to  others  is  involved  in  his  daily  work  and  play  activities. 

(3)  Be  trained  in  toilet  habits  so  that  he  has  control  over  his  body 
functions  to  the  extent  that  it  is  feasible  to  keep  him  in  school. 

(c)  Mental,  Emotional  and  Social  Development.     A  child  must : 

(1)  Be  able  to  communicate  to  the  extent  that  he  can  make  his  wants 
known  and  to  understand  simple  directions ; 

(2)  Be  developed  socially  to  the  extent  that  his  behavior  does  not  en- 
danger himself  and  the  physical  well  being  of  other  members  of  the  group ; 

(3)  Be  emotionally  stable  to  the  extent  that  group  stimulation  will  not 
intensify  his  problems  unduly,  that  he  can  react  to  learning  situations,  and 
that  his  presence  is  not  inimical  to  the  welfare  of  other  children. 
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5  Cal.  Adm.  Code  §  198.  Admission.  The  responsibility  for  the  assignment  of  a 
minor  to  a  special  school  or  class  maintained  by  a  school  district  shall  rest  with  the 
administrative  head  of  the  school  district  or  an  employee  of  the  district  designated 
by  him.  The  assignment  of  a  minor  to  or  continuation  in  a  special  class  shall  be 
made  upon  the  recommendation  of  an  admissions  committee,  composed  of  the  school 
psychologist,  the  school  physician  and/nurse,  the  minor's  teacher,  and  any  other  pro- 
fessional person  designated  by  the  person  responsible  for  making  such  assignment. 
The  assignment  of  minors  may  be  conditional,  subject  to  review  by  the  admissions 
committee.  In  cases  where  doubt  exists,  a  child  should  be  given  a  trial  placement. 

5  Cal.  Adm.  Code  §  199.  Size  of  Class.  The  maximum  enrollment  for  any  such 
class  shall  be  12  pupils  per  teacher. 

5  Cal.  Adm.  Code  §  199.1.  Instruction.  Methods  of  instruction  and  training 
used  in  each  such  school  or  class  shall  be  designed  to  educate  and  train  severely 
mentally  retarded  children  to  further  their  individual  acceptance,  social  adjustment, 
and  economic  usefulness  in  their  homes  and  within  a  sheltered  environment.  Such 
methods  shall  be  approved  by  the  administrative  head  of  the  school  district  or  the 
county  superintendent  of  schools  maintaining  the  school  or  class. 

5  Cal.  Adm.  Code  §  199.2.  Grade  Placement,  Pupils  in  such  schools  and  classes 
shall  be  grouped  on  a  basis  of  social  competence  rather  than  by  grade  level. 

5  Cal.  Adm.  Code  §  199.3.  Supervision.  Adequate  supervision  shall  be  provided 
for  all  such  schools  and  classes.  The  superintendent,  the  building  principal,  special 
supervisors  and  classroom  teachers  should  work  co-operatively  to  establish  a  helpful 
plan  of  supervision. 

5  Cal.  Adm.  Code  §  199.4.  Case  Studies.  Individual  case  study  records  shall  be 
kept  of  all  pupils  placed  in  such  schools  or  classes. 

SUPERVISION 

Ed  C  §  9804.  One  person  in  the  Department  of  Education  shall  devote  his  entire 
time  to  the  supervision  of  training  of  mentally  retarded  minors.  The  department 
shall  employ  such  other  persons  as  are  necessary  to  carry  out  the  purposes  of  this 
chapter  and  of  Chapter  8.1  of  this  division. 

TESTING  AND  EXAMINATION  OF  MENTALLY 
RETARDED  MINORS 

Ed  C  §  9805.  Before  any  child  is  placed  in  a  school  or  class  for  mentally  retarded 
children,  he  shall  be  given  a  careful  individual  examination  by  a  competent  psycholo- 
gist holding  a  credential  for  that  purpose  issued  by  the  State  Board  of  Education, 
or  by  a  person  ser\-ing  under  the  supervision  of  such  a  psychologist  and  holding  a 
credential  for  that  purpose  issued  by  the  State  Board  of  Education,  and  a  consulta- 
tion with  his  parents  or  guardian  held.  A  psychiatrist  may  be  consulted  in  any 
specific  case  when  the  governing  board  of  the  district  deems  it  necessary. 

Ed  C  §  9805.5.  No  examination  as  specified  in  this  chapter  shall  be  given  if  the 
parent  or  guardian  objects  on  the  ground  that  such  examination  is  contrary  to  the 
religious  beliefs  of  such  parent  or  guardian. 

TRANSPORTATION  PROVISIONS 

Ed  C  §  9572.  Any  county  superintendent  of  schools  otherwise  required  or  author- 
ized to  maintain  special  training  schools  and  classes  under  Section  9570  for  mentally 
retarded  minors  may  provide  for  the  education  of  such  minors  in,  and  for  the 
transportation  of  such  minors  to,  special  training  schools  or  classes  maintained 
by  a  school  district  under  Chapter  11  of  this  division  or  by  a  county  superintendent 
of  schools  under  this  article,  subject  to  such  terms  and  conditions  as  may  be 
agreed  upon.  The  agreement  shall  be  approved   by   the   county   board  of  education. 

(Added  by  Stats.  1955,  Ch.  1763.) 

Ed  C  §  9573.  In  lieu  of  entering  into  an  agreement  for  the  transportation  of 
mentally  retarded  minors  by  the  school  district  or  county  superintendent  of  schools, 
in  the  special  training  schools  and  classes  of  which  the  education  of  such  minors 
is  provided  under  Section  9S07.1  or  9572,  the  school  district  or  county  super- 
intendent of  schools  of  the  county  required  to  provide  for  their  education  may 
provide  such  transportation. 

(Added  by  Stats.  1955,  Ch.  1763.) 
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PROVISIONS  OF  CALIFORNIA  EDUCATION  CODE  REGARDING  STATE 
SCHOOL  BUILDING  AID  FOR  EXCEPTIONAL  CHILDREN 

Ed  C  §  7800.  Not  to  exceed  3^  percent  of  any  snm  appropriated  by  the  Legisla- 
ture at  the  l!)r)2  Second  Extraordinary  Session  and  not  to  exceed  lU  percent  of 
the  proceeds  of  the  sale  of  any  state  bonds  for  state  school  building  aid,  including 
the  proceeds  of  bonds  authorized  by  Section  17  of  Article  XVI  of  the  California 
Constitution,  may  be  ex])ended  pursuant  to  this  article  for  assistance  to  school 
districts  in  providing  necessary  housing  and  equipment  for  the  education  of  excep- 
tional children.  All  the  provisions  of  Articles  1  and  2  of  this  chapter,  except  Sec- 
tions 7705,  7705.1,  and  7717,  shall  apply  to  this  article  unless  otherwise  provided 
herein.^ 

Ed  C  §  7801.  As  used  in  this  article,  "exceptional  children"  means  physically 
handicapped  minors  or  mentally  retarded  minors  required  or  allowed  to  he  edu- 
cated pursuant  to  Chapters  9  and  11  of  Division  4  of  this  code. 

Ed  C  §  7802.  Allocations  under  this  article  may  be  made  in  such  amount  as  may 
be  necessary,  and  in  such  manner  as  to  distribute  the  available  funds  equitably 
among  school  districts,  giving  consideration  to  the  needs  of  each  district  and  the 
number  of  children  within  each  district  who  are  blind,  partially  seeing,  deaf,  hard 
of  hearing,  mentally  retarded,  orthopedically  handicapped  or  cerebral  palsied. 

In  computing  the  number  of  such  children  there  shall  be  included : 

(a)  The  number  of  them  residing  in  the  district. 

(b)  The  number  of  handicapped  minors  who  are  actually  living  within  the 
district  five  or  more  days  a  week,  although  their  legal  residence  may  be  outside 
the    district    and    who    are    educated    pursuant    to    Section    9001. 1. 

(c)  The  number  of  them  who  reside  outside  of  the  district,  except  those  described 
in  subdivision  (b),  and  who  are  to  be  educated  by  the  district,  excluding  mentally 
retarded  minors  within  the  provisions  of  Section  9801.1  who  reside  within  a  district 
having  an  average  daily  attendance  of  900  or  more  and  which  does  not  meet  the 
requirements  of  Section  7719  concerning  outstanding  bonded  indebtedness. 

Ed  C  §  7803.  Notwithstanding  the  provisions  of  Articles  1  and  2  of  this  chapter, 
the  obligation  of  any  district  receiving  an  apportionment  under  this  article  to  repay 
such  apportionment  shall  not  extend  to  more  than  one-half  of  the  amount  of  the 
apportionment. 

Ed  C  §  7717.  To  the  building  area  permitted  to  an  applicant  school  district  by 
this  section,  there  may  be  added  such  additional  building  area  as  may  be  required 
to  provide  adequate  facilities  for  exceptional  children  pursuant  to  Article  3  of 
this   chapter. 

The  maximum  total  building  areas  per  unit  of  average  daily  attendance  allowed 
to  applicants  having  elementary  schools  with  smaller  estimated  average  daily  attend- 
ance than  shown  in  the  above  schedule  shall  be  determined  by  the  Department  of 
Education,  and  shall  be  building  areas  to  provide  comparable  facilities  to  those 
enumerated  above,  and  shall  be  the  least  building  area  required  to  house  adequately 
the  estimated  average  daily  attendance  and  the  normal  instructional  and  other 
services. 


''■  Sections  7705  and  7705.1  relate  to  priority  factor  to  be  used  in  allocating  funds 
for  building  aid  to  school  districts  and  Section  7717  relates  to  building  area  allowance 
for  nonhandicapped  pupils. 
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LAWS   RELATING   TO   SUBSEQUENT   COMPENSABLE   INJURIES, 
CALIFORNIA  LABOR  CODE,  SEC.   4751    TO  4755 

4751.  If  an  employee  who  is  permanently  partially  disabled  receives  a  subsequent 
compensable  injury  resulting  in  additional  permanent  partial  disability  so  that  the 
degree  of  disability  caused  by  the  combination  of  both  disabilities  is  greater  than  that 
which  would  have  resulted  from  the  subsequent  injury  alone,  and  the  combined  effect 
of  the  last  injury  and  the  previous  disability  or  impairment  is  a  permanent  disability 
equal  to  70  percent  or  more  of  total,  he  shall  be  paid,  in  addition  to  the  compensation 
due  under  this  code  for  the  permanent  partial  disability  caused  by  the  last  injury, 
compensation  for  the  remainder  of  the  combined  permanent  disability  existing  after 
the  last  injury  as  provided  in  this  article;  provided,  that  either  (a)  the  previous  dis- 
ability or  impairment  affected  a  hand,  an  arm,  a  foot,  a  leg,  or  an  eye,  and  the  per- 
manent disability  resulting  from  the  subsequent  injury  affects  the  opposite  and  corres- 
ponding member,  or  (b)  the  permanent  disability  resulting  from  the  subsequent 
injury  when  considered  alone  and  without  regard  to  the  age  of  the  employee,  is  equal 
to  40  percent  or  more  of  total. 

4753.  Such  additional  compensation  is  not  in  addition  to  but  shall  be  reduced  to 
the  extent  of  any  monetary  payments  received  by  the  employee,  from  any  source 
whatsoever,  for  or  on  account  of  said  i:)re-existing  disability  or  impairment  except  as 
to  payments  being  made  to  the  employee  or  to  which  he  is  entitled  as  a  pension  or 
other  compensation  for  disability  incurred  in  service  in  the  armed  forces  of  the  United 
States,  and  except  as  to  payments  being  made  to  him  or  to  which  he  is  entitled  as 
assistance  under  the  provisions  of  Chapter  1  of  Part  2  of  Division  2,  or  Chapter  1  of 
Division  3,  or  Chapter  2  of  Division  4  or  Division  5,  of  the  Welfare  and  Institutions 
Code  and  excluding  from  such  monetary  payments  received  by  the  employee  for  or  on 
account  of  said  pre-existing  disability  or  impairment  a  sum  equal  to  all  sums  reason- 
ably and  necessarily  expended  by  the  employee  for  or  on  account  of  attorney's  fees, 
costs  and  expenses  incidental  to  the  recovery  of  such  monetary  payments. 

4753.5.  In  any  such  hearing,  investigation,  or  proceeding,  the  Attorney  General 
shall  represent  the  State  and  may,  in  accordance  with  law,  reimburse  himself  for 
costs  of  investigations,  medical  examination  and  other  expert  reports,  fees  of  wit- 
nesses, and  other  expenses  incident  to  proper  representation  of  the  State  before  the 
commission  and  in  court  in  such  cases,  excluding  from  such  reimbursement  the  salary 
of  any  of  his  deputies  rendering  the  services.  Such  reimbursement  shall  be  made  out 
of  the  appropriations  for  the  payment  of  the  special  additional  compensation  speci- 
fied in  Section  4751.  No  such  witness  fees  or  fees  for  medical  services  shall  exceed 
those  fees  prescribed  by  the  commission  for  the  same  services  in  those  cases  where 
the  commission,  by  rule,  has  prescribed  such  fees.  Such  reimbursement  shall  be  in 
addition  to  and  in  augmentation  of  any  other  appropriations  made  or  funds  avail- 
able for  his  use  or  support. 

4754.  The  commission  shall  fix  and  award  the  amounts  of  special  additional  com- 
pensation to  be  paid  under  this  article,  and  shall  direct  the  State  Compensation 
Insurance  Fuud  to  pay  the  additional  compensation  so  awarded.  Such  additional  com- 
pensation may  be  paid  only  from  funds  appropriated  for  such  purpose.  Out  of  any 
such  appropriation  the  fund  may  reimburse  itself  for  the  cost  of  service  rendered  in 
payment  of  compensation  awards  pursuant  to  this  article  and  maintenance  of  ac- 
counts and  records  pertaining  thereto,  which  cost  shall  not  exceeed  5  percent  of  the 
amount  of  award  paid. 

4755.  The  State  Compensation  Insurance  Fund  may  draw  from  the  State  Treas- 
sui"y  out  of  the  appropriation  made  for  the  purposes  specified  in  Section  4751,  with- 
out at  the  time  presenting  vouchers  and  itemized  statements,  a  sum  not  to  exceed  in 
the  aggregate  $50,000,  to  be  used  as  a  cash  revolving  fund.  The  revolving  fund  shall 
be  deposited  in  such  banks  and  under  such  conditions  as  the  Department  of  Finance 
determines.  The  controller  shall  draw  his  wan-ants  in  favor  of  the  State  Compensa- 
tion Insurance  Fund  for  the  amounts  so  withdrawn  and  the  treasurer  shall  pay  such 
warrants. 
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Expenditures  made  from  the  revolving  fund  in  payments  on  claims  for  such  addi- 
tional compensation  and  for  adjusting  services  are  exempted  from  the  operation  of 
Section  16003  of  the  Government  Code.  Reimhursement  of  the  revolving  fund  for 
such  expenditures  shall  be  made  upon  presentation  to  the  controller  of  an  abstract 
or  statement  of  such  expenditures.  Such  abstract  or  statement  shall  be  in  sufh  form 
as  the  controller  requires. 


APPENDIX  XII 

RECOMMENDATiONS   OF   THE   lAIABC   REGARDING 
SECOND   INJURY   FUNDS* 

I.      STATEMENT   OF   THE   BASIC    PURPOSE    AND   FUNCTION 
OF   THE   SECOND    INJURY   FUNDS 

The  fundamental  aim  of  a  second  injury  fund  is  to  permit  the  employment  of  the 
physically  handicapped  without  hardship  on  the  part  either  of  the  worker  or  his 
employer. 

Under  the  provisions  of  most  compensation  acts  as  originally  written,  the  em- 
ployer at  the  time  of  an  employee's  subsequent  injury  was  liable  for  all  of  the  com- 
pounded disability,  with  the  result  that  workers  with  previous  permanent  injuries 
were  seldom  employed.  Some  laws  permitted  employee  waivers,  which  relieved  em- 
ployers of  excess  liability,  and  so  allowed  the  employment  of  some  handicapped 
workers.  Such  workers,  however,  sacrificed  future  compensation  rights  for  a  job 
opportunity  and  so  vitiated  a  fundamental  function  of  workmen's  compensation. 

Statistics  show  that  disabled  people  often  are  better  workers,  are  less  prone  to 
sustain  subsequent  injuries,  and  are  above  the  average  in  faithfulness  and  loyalty. 
That  accent  of  economic  advantage  and  the  concomitant  humanitarian  appeal  gave 
additional  incentive  to  all  parties  interested  in  the  employment  of  disabled  workers 
to  find  a  solution.  The  second  injury  fund  plan  resulted. 

The  scheme,  then,  of  second  injury  fund  legislation  is  to  facilitate  the  employment 
of  the  physically  handicapped  by  limiting  the  financial  responsibility  of  the  employer 
at  the  time  of  an  employee's  subsequent  injury  occurring  in  his  own  employment,  at 
the  same  time  compensating  the  worker  for  his  combined  disability  through  the  im- 
position upon  the  fund  of  the  balance  of  the  compounded  disability. 

II.      RESTRICTIONS   THAT   PREVENT   THE   FULL    REALIZATION    OF   BASIC 
PURPOSE   AND    FUNCTION    OF   SECOND    INJURY   FUNDS 

Section  III  of  this  report  proposes  recond  injury  fund  provisions  that  would 
compose  a  minimum  standard  for  all  jurisdictions  to  aim  at,  affirmatively  stating 
what  your  subcommittee  believes  a  second  injury  fund  statute  should  provide. 

In  this  section  of  the  report,  however,  there  are  listed  specifically  provisions  that 
should  be  avoided  ;  provisions,  which,  indeed,  your  subcommittee  believes,  if  adopted, 
would  defeat  the  basic  function  and  purpose  of  second  injury  funds  ; 

A.  Do  Not  permit  employee  waivers. 

B.  Do  Not  restrict  recovery  from  a  fund  by  limiting  the  previous  permanent  dis- 
ability as  to  type  or  origin  or  by  limiting  the  subsequent  permanent  disability  as 
to  type. 

C  Do  Not  make  knowledge  on  the  part  of  the  employer  of  an  employee's  previous 
disability  a  prerequisite  to  recovery  from  second  injury  fund. 

ill.    RECOMMENDED   STANDARDS   FOR   SECOND    INJURY   FUND   LEGISLATION 

A.  The  previous  disability  : 

1.  The  provision  of  a  second  injury  fund  statute  dealing  with  a  prior  disable- 
ment should  use  the  term  "previous  permanent  disability,"  and  should  spe- 
cifically set  forth  that  such  disability  is  not  restricted  as  to  cause  (such  as 
accident,  disease,  congenitality,  or  military  action)  or  as  to  type  (such  as 
heart  disease,  epilepsy,  back  injury,  or  occupational  disease). 

2.  As  a  qualifying  basis  for  benefits  from  a  second  injury  fund,  the  extent  of  a 
previous  permanent  disability  may  properly  be  restricted  to  that  degree  of 
disablement  which  would  prejudice  an  employee  in  getting  employment. 

B.  The  subsequent  disability  : 

1.  The  subsequent  permanent  disability  likewise  should  not  be  restricted  as  to 
type  and  it  should  be  specifically  set  forth  that  it  includes  any  compensable 
permanent  disability  (including  heart  disease,  epilepsy,  back  injury,  or  occu- 
pational disease) . 


*  Second   Injury  Funds,   Standards  and  Patterns  in   State  Legislation,   United  States 
Department  of  Labor,  Bulletin  190. 
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2.  As  a  (nullifying  basis  for  benelits  from  a  second  injury  fund,  tlie  extent  of  a 
subsequent  permanent  disability  may  properly  be  restricted  on  the  same 
basis  as  used  for  previous  permanent  disability.  (See  par.  2  of  subsec.  A 
above). 

C.  Extent  of  liability  of  second  injury  fund  : 

The  extent  to  which  a  second  injury  fund  may  bo  liable  for  payment  for  a 
compounded  disability  is  peculiar  to  each  jurisdiction.  The  provisions  should 
not  be  so  restrictive  as  to  prevent  the  employment  of  the  physically  handi- 
capped nor  so  liberal  as  to  make  the  maintenance  of  the  fund  a  burden  on 
employers  and  insurers. 

******* 

D.  Creation  and  maintenance  of  fund  : 

Second  injury  funds  are  financed  in  a  variety  of  ways,  and  here  again  each 
jurisdiction  can  select  the  method  that  best  suits  its  needs.  The  plan  chosen 
should  be  examined  to  see  that  contributions  are  on  an  equitable  basis  and  that 
requirements  for  the  payment  of  them  are  uniform. 
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1  every  case  of  death  under 
the  workmen's  compensation 
act  wliero  there  are  no  de- 
pendents   entitled    to    com- 
pensation,     the      employer 
shall  pay  $.500  for  the  benefit 
of  the  second  Injury  fund. 

mployor  shall   pay   into  the 
second  Injury  fund:  $500  in 
every    case    of   death    under 
the  workmen's  compensation 
act  where  there  is  no  person 
entitled     to     compensation; 
$15  in  every  case  of  a  per- 
manent partial  schedule  in- 
jury. 

Iso:  All  fines  levied  against 
and      collected      from     em- 
ployers  who   fail    to   secure 
insurance  aro  credited  to  the 
fund. 

ach   insurer  and  self-insurer 
shall    annually    pay    Com- 
missioner  of   Labor   a   sum 
e(pial   to  1   percent  of  com- 
pensation     paid      out      the 
previous  calendar  year.    The 
sum  so  collected  shall  con- 
stitute a  "fund  out  of  which 
a   sum   shall   bo   set  aside" 
from    which    second    injury 
payments    shall     bo     made. 
(When  the  total  amount  of 
the   overall   fund   equals  or 
exceeds  $1,500,000,  no  further 
payment  shall  be  made  until 
it  falls  below  $1,500,000.) 
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Limit     per     person     for     rehabilitation     expense 
$3,000. 

Fund  used  for  additional  awards  to  provide  special 
care  in  certain  cases,  and  to  permit  training  for 
rehabilitation.  Fund  to  pay  remainder  of  com- 
pensation that  would  be  due  for  permanent 
disability. 

Commission  assists  in  obtaining  training,  educa- 
tion and  re-employment;  co-operates  with  the 
federal  board  and  any  state  agency. 

Creates  Division  of  Vocational  Rehabilitation. 

Provides  for  rehabilitation  of  injured  worker  by 
expenditure  from  second  injury  fund.  $1,000 
maximum. 

Necessary  cost  of  rehabilitation  plus  expenses 
including  travel,  board  and  room,  etc.,  subject 
to  approval  of  Rehabilitation  Commission. 

Commission   shall    co-operate    with    federal    and 

state  agencies. 
Creates  physical  Rehabilitation  Board. 

Not  granted  during  compensation  period  (a)  if 
benefits  cover  living  costs,  or  (b)  if  other  aid  or 
income  received. 

Commission  acts  jointly  with  State  Board  of  Edu- 
cation. 
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$50  per  month  during  retraining. 

Authorized    with    other    expenditures;    no 
schedule  of  amounts. 

No  provision  in  law. 

No  maintenance  provisions 

Additional  compensation  of  two-thirds  of 
the  daily  wage  for  maximum  of  52  weeks 
where  "schedule"  allowance  for  member 
is  at  least  75  weeks. 

Not  more  than  $10  per  week  for  more  than 
52  weeks  for  rehabilitation  maintenance. 

$10  weekly  where  physical  rehabilitation 
necessary.  Not  more  than  40  weeks, 
maximum  period. 

dependents;  $60  if  married  or  dependents. 

No  provision  in  law 
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Amount  equal  to  2  percent  of  total  compen- 
sation for  permanent  partial  disability 
payable  to  fund. 

$1,150  in  no  dependency,  death  cases.  Ap- 
propriations annually  from  general  funds. 

No  fund  established 

No  fund  established 

No  fund  established.  To  be  paid  the  same 
as  compensation. 

No  fund  established 

No  fund  established 

Provide  payments  from  second  injury  fund.. 

No  fund  established 
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APPENDIX  XV 

MEMBERS   OF   ADVISORY   COMMITTEE,   PROJECT   CONSULTANTS 

AND   PROJECT   STAFF,   SPECIAL   STUDY   ON   THE 

REHABILITATION   OF   INDUSTRIALLY   INJURED 

(SEE  SECTION   IV) 
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International  Association  of  Machin- 
ists 
E.  E.  Bryan 

California  State  Compensation  Insur- 
ance Fund 
Arthur  Carstens 

Institute  of  Industrial  Relations,  Uni- 
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Edward  P.  Park 
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habilitation Council 
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J.  M.  Siebert 

Hardware  Mutuals 
Gordon  Snow 

Pacific  Indemnity  Company 
Senator  Stephen  P.  Teale 

Representing  Senator  James  J.  Mc- 
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Institute  of  Industrial  Relations,  Uni- 
versity of  California 
M.  I.  Gershenson 

California    State    Department   of   In- 
dustrial Relations,  Division  of  La- 
bor Statistics  and  Research 
John  K.  Hislop 

California    State    Chamber    of    Com- 
merce 
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Irving  Pfeffer 
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Herman  Miles  Somers 
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LETTER  OF  TRANSMITTAL 


Joint  Interim  Committee  on  Highway  Problems 
Senate,  California  Legislature,  March  2,  1959 

To  the  President  of  the  Senate 
The  Speaker  of  the  Assembly 

and  to  Members  of  the  Senate  and  Assembly 

The  Joint  Interim  Committee  on  Highway  Problems,  created  pur- 
suant to  Senate  Concurrent  Resolution  No.  134,  Resolutions  Chapter 
No.  341,  Statues  1957,  herewith  submits  its  final  report  for  the  1959 
Regular  Session. 

Respectfully  submitted. 

Senators 
Randolph  Collier,  Chairman 
Swift  Berry 
Hugh  M.  Burns 
Carl  L.  Christensen,  Jr. 
Luther  E.  Gibson 
Richard  Richards 
Stanford  C.  Shaw 

Assemblymen 
Lee  M.  Backstrand,  Vice  Chairman 
Frank  P.  Belloti 
Ralph  M.  Brown 
Charles  Edward  Chapel 
Edward  M.  Gaffney 
Thomas  J.  MacBride 
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Senate  Concurrent  Resolution  No.  1 34 
CHAPTER  341 

Senate  Concurrent  Resolution  No.  134 — Relative  to  the  Joint 
Interim  Committee  on  Highway  Problems. 

[Filed  with  Secretary  of  State,  June  21,  1957.] 

"Whereas,  After  full  legislative  consideration  a  program  of  addi- 
tional financing  of  state  highways  was  adopted  by  the  Legislature  in 
1953  and  extended  in  1955 ;  and 

Whereas,  Present  taxes  for  highway  purposes  are  scheduled  for  re- 
duction in  1959 ;  and 

Whereas,  The  Federal-aid  Highway  Act  of  1956  has  been  enacted 
providing  California  with  certain  additional  funds  for  state  highway 
construction;  and 

Whereas,  Further  congressional  action  on  the  federal  highway  pro- 
gram to  be  taken  in  1958  will  vitally  affect  the  financing  of  California's 
highways;  and 

Whereas,  Needs  of  county  roads  and  city  streets  are  directly  related 
to  the  state  highway  program;  and 

Whereas,  The  Legislature  in  its  1957  Session  has  enacted  Senate 
Concurrent  Resolution  No.  26  requesting  the  Department  of  Public 
Works  to  prepare,  with  the  advice  of  a  select  committee  of  county  and 
city  officials,  an  engineering  plan  for  a  state-wide  system  of  freeways 
and  expressways,  and  to  report  its  findings  to  a  legislative  interim  com- 
mittee by  September  1,  1958 ;  and 

Whereas,  The  Legislature  has  need  of  the  latest  complete  informa- 
tion on  all  of  the  foregoing  matters  so  that  it  may  enact  legislation 
giving  proper  and  balanced  consideration  to  the  problems  of  state  high- 
ways, county  roads,  and  city  streets,  particularly  in  respect  to  the 
extent  of  the  program  needed  for  each  system  and  the  methods  of 
financing  those  programs;  now,  therefore,  be  it 

Resolved  hy  the  Senate  of  the  State  of  California,  the  Assembly 
thereof  concurring,  As  follows: 

1.  The  Joint  Interim  Committee  on  Highway  Problems  is  hereby 
created,  appointed,  authorized,  and  directed  to  ascertain,  study,  and 
analyze  all  facts  relating  to  the  following: 

(a)  California's  highway,  road,  and  street  needs,  including  an 
appraisal  of  all  deficiencies  with  respect  thereto ; 

(b)  The  efficiency  and  effectiveness  of  state  highway,  county  road, 
and  city  street  expenditures,  including  a  determination  of  whether 
unnecessary,  wasteful  or  extravagant  expenditures  have  been  or  are 
being  made  by  any  agency  of  government ; 

(c)  Budgetary  practice  relating  to  highways,  roads,  and  streets  of 
the  State,  counties,  and  cities; 

(d)  The  effectiveness  and  efficiency  of  present  administrative  ar- 
rangements pertaining  to  highways,  roads,  and  streets; 

(7) 
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(e)  The  effectiveness  of  present  policies  of  the  state  and  local  agen- 
cies with  respect  to  advance  planning  of  highway  construction  and  the 
advance  acquisition  of  rights  of  way; 

(f )  The  costs  and  economic  effects  of  present  policies  with  respect  to 
the  construction  of  limited  access  highways  and  metropolitan  freeways ; 

(g)  The  desirability  of  establishing  a  system  of  freeways  and  ex- 
pressways ; 

(h)  Alternative  methods  of  financing  the  highway,  road,  and  street 
modernization  programs  of  California; 

(i)  Alternative  methods  of  taxing  heavy  commercial  vehicles  equit- 
ably in  relation  to  taxes  on  other  highways  users,  including  consid- 
eration of  the  impact  and  revenues  derived  from  the  motor  vehicle 
transportation  license  tax  and  alternatives  therefor; 

(j)  The  collection  and  evaluation  of  data  which  will  provide  an 
equitable  basis  for  the  allocation  of  funds  for  highway  purposes  among 
the  various  levels  of  government  in  this  State  and  among  the  geo- 
graphic areas  of  the  State; 

(k)  The  effect  of  federal  aid  for  any  class  or  classes  of  highways, 
roads,  and  streets  in  this  State,  together  with  the  related  effects  on 
other  highways,  roads,  and  streets,  including  the  possibility  of  reap- 
portioning funds  allocated  for  highways  on  which  increased  federal 
aid  is  available  for  use  on  other  highways,  roads,  and  streets. 

2.  The  committee  shall  consist  of  the  President  pro  Tempore  of  the 
Senate  and  six  other  Members  of  the  Senate  appointed  by  the  Com- 
mittee on  Rules  thereof.  Vacancies  occurring  in  the  Senate  member- 
ship of  the  committee  shall  be  filled  by  the  Senate  Committee  on  Rules. 
The  committee  shall  also  consist  of  the  Speaker  of  the  Assembly  and 
six  other  Members  of  the  Assembly  appointed  by  the  Speaker  thereof. 
Vacancies  occurring  in  the  Assembly  membership  of  the  committee 
shall  be  filled  by  the  Speaker  or,  if  there  be  no  Speaker,  by  the  Assem- 
bly Committee  on  Rules. 

3.  The  committee  is  authorized  to  act  during  this  session  of  the  Legis- 
lature, including  any  recess,  and  after  final  adjournment  until  the 
commencement  of  the  1959  Regular  Session,  with  authority  to  file  a 
partial  report  not  later  than  the  fifteenth  of  ]\Iarch,  and  its  final  report 
no  later  than  the  last  day  of  that  session. 

4.  The  committee  and  its  members  shall  have  and  exercise  all  of 
the  rights,  duties,  and  powers  conferred  upon  investigating  commit- 
tees and  their  members  by  the  provisions  of  the  Joint  Rules  of  the 
Senate  and  Assembly  as  they  are  adopted  and  amended  from  time  to 
time,  which  provisions  are  incorporated  herein  and  made  applicable  to 
this  committee  and  its  members. 

5.  The  committee  has  the  following  additional  powers  and  duties : 

(a)  To  select  a  chairman  and  a  vice  chairman  from  its  membership; 

(b)  To  employ  an  executive  secretary,  engineers,  auditors,  and  other 
personnel  as  it  deems  necessary  to  carry  out  the  purposes  for  which 
it  is  created ; 

(c)  To  contract  with  such  other  agencies,  public  or  private,  as  it 
deems  necessary  for  the  rendition  and  affording  of  such  services,  facil- 
ities, studies,  and  reports  to  the  committee  as  will  best  assist  it  to  carry 
out  the  purposes  for  which  it  is  created; 
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(d)  To  cooperate  with  and  secure  the  cooperation  of  county,  city 
and  county,  and  other  local  law  enforcement  agencies  in  investigating 
any  matter  within  the  scope  of  this  resolution  and  to  direct  the  sheriff 
of  any  county  to  serve  subpenas,  orders,  and  other  process  issued  by 
the  committee; 

(e)  To  collect  by  questionnaires,  direct  investigation,  or  otherwise, 
all  such  information  from  the  owners  and  operators  of  motor  vehicles 
on  the  highways,  roads,  and  streets  of  this  State  as  it  deems  necessary 
in  order  to  formulate  a  reasonable  and  equitable  system  of  higliway 
user  taxation  for  all  classes  of  motor  vehicle  operation  and  to  carry 
out  the  other  purposes  for  which  it  is  created ; 

(f)  To  report  its  findings  and  recommendations  to  the  Legislature 
and  to  the  people  from  time  to  time  and  at  any  time  not  later  than 
herein  provided; 

(g)  To  meet  and  act  at  any  place  within  the  State  or  within  the 
United  States; 

(h)  To  do  any  and  all  other  things  necessary  or  convenient  to 
enable  it  fully  and  adequately  to  exercise  its  powers,  performs  its 
duties,  and  accomplish  the  objects  and  purposes  of  this  resolution. 

6.  The  committee  is  authorized  in  its  discretion  to  appoint  an  advi- 
sory council  to  consist  of  nonlegislative  members,  but  which  shall  in- 
clude representatives  of  major  state-wide  public  and  private  agencies 
and  organizations  having  a  primary  interest  in  streets  and  highways, 
as  may  be  determined  and  appointed  by  the  committee,  which  council 
shall  aid  and  advise  the  committee  in  these  studies  conducted  by  the 
latter  in  carrying  out  the  purposes  of  this  resolutio^i.  The  advisory 
council  shall  have  and  exercise  such  powers  and  duties  as  shall  be 
defined  from  time  to  time  by  the  committee  within  the  scope  of  the 
powers  and  duties  committed  to  the  latter  by  this  resolution. 

7.  The  sum  of  fifty  thousand  dollars  ($50,000)  or  so  much  thereof 
as  may  be  necessary  is  hereby  made  available  from  the  Contingent 
Funds  of  the  Senate  and  Assembly  for  the  expenses  of  the  committee 
and  its  members,  and  for  any  charges,  expenses  or  claims  it  may  incur 
under  this  resolution,  to  be  paid  from  said  contingent  funds  equally 
and  disbursed,  after  certification  by  the  chairman  of  the  committee, 
upon  warrants  drawn  by  the  State  Controller  upon  the  State  Treasurer. 
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REPORT  OF  THE  JOINT  INTERIM  COMMITTEE 
ON  HIGHWAY  PROBLEMS 

The  Joint  Interim  Committee  on  Highway  Problems  was  created  pur- 
suant to  Senate  Concurrent  Resolution  No.  134  of  the  1957  Session  of 
the  California  Legislature.  For  reasons  that  will  be  made  apparent, 
the  committee  has  devoted  a  major  share  of  its  attention  to:  (1)  the 
question  of  advisability  of  establishing,  within  the  State  Highway  Sys- 
tem, a  California  Freeway  System;  and  (2)  an  evaluation  of  the  gen- 
eral composition  of  such  a  statewide  freeway  system. 

ORIGIN  OF  THE  PROBLEM 

It  may  be  recalled  that  a  major  issue  facing  the  California  Legisla- 
ture in  recent  sessions  has  been  the  matter  of  proposed  additions  to 
the  State  Highway  System.  The  composition  of  the  state  system  has 
not  been  subjected  to  an  overall  review  in  many  years,  notwithstanding 
great  changes  that  have  taken  place  in  the  California  economy  and  in 
the  nature  of  highway  transportation  itself.  However,  individual  pro- 
posals for  the  transfer  of  roads  or  streets  to  the  State  Highway  Sj'stem 
have  been  rejected  as  a  general  rule  for  one  or  both  of  two  reasons: 
(1)  the  proposals  appeared  not  to  add  up  to  a  balanced  and  equitable 
program  for  the  entire  State,  but  criteria  were  not  available  nor  the 
time  sufficient  to  develop  the  needed  balance;  (2)  the  adoption  of 
j)iecemeal  additions  might  cause  unwarranted  delay  of  improvement 
of  highways  already  in  the  state  sj^stem,  and  would  tend  to  disrupt 
established  legislative  arrangements  for  the  geographical  distribution 
of  highway  construction  expenditures. 

Each  year,  however,  the  need  for  action  to  resolve  the  issues  in  an 
equitable  manner  became  more  apparent.  Early  in  1957,  a  special  citi- 
zens advisory  committee,  under  the  chairmanship  of  Harrison  Baker 
of  Los  Angeles  County,  suggested  that  provision  be  made  for  a  compre- 
hensive study  looking  toward  establishment  of  a  statewide  system  of 
freeways  and  expressways,  with  one  of  the  important  objectives  to  be 
a  resolution  of  the  problem  of  additions  to  the  State  Highw^ay  System. 
This  suggestion  was  immediately  implemented  by  the  enactment  of 
Senate  Concurrent  Resolution  No.  26  requesting  the  State  Depart- 
ment of  Public  Works  to  undertake  such  a  study  and  report  the  results 
to  your  Joint  Legislative  Interim  Committee  by  September,  1958. 

While  the  study  w^as  in  process  your  committee  held  a  number  of 
hearings  in  various  parts  of  the  State  in  order  to  acquaint  itself  as  well 
as  citizens  and  officials  of  local  areas  of  the  objectives  and  procedures 
of  the  study,  so  that  all  might  be  better  prepared  to  evaluate  the  results 
when  they  became  available.  After  receipt  of  the  report,  the  committee 
held  meetings  throughout  the  State  to  give  every  county,  its  incor- 
porated cities,  and  the  public  generally,  an  opportunity  to  be  heard 
regarding  the  proposed  freeway  system  and  its  anticipated  impact  on 
local  areas.  The  findings  reported  herein  are  based  on  the  record  of 
these  hearings,  as  well  as  on  the  separate  reports  of  the  department 
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and  of  ovir  economic  consultant.  The  letter  is  included  as  an  appendix 
to  this  report. 

The  California  State  Highway  System  presently  consists  of  about 
14,400  miles  of  a  total  road  and  street  network  of  110,000  miles.  The 
State,  through  the  Division  of  Highways  of  the  Department  of  Public 
Works,  has  assumed  the  full  financial  responsibility  for  the  maintenance 
and  construction  of  all  segments  of  the  State  Highway  System.  No 
routes  may  be  added  to,  or  deleted  from,  the  system  except  by  action 
of  the  Legislature.  However,  the  California  Highway  Commission  is 
empowered  to  declare  any  route  in  the  system  to  be  a  freeway  and  to 
determine  the  precise  location  of  such  route.  Under  these  procedures 
about  4,500  miles  of  state  highways  have  been  declared  to  be  freeways, 
but  no  integrated  system  of  freeways  has  ever  been  laid  out. 

Senate  Concurrent  Eesolution  No.  26  requested  the  Department  of 
Public  Works  to  determine  the  basis  for  a  statewide  system  of  freeways 
and  expressways  and  to  select  routes  for  inclusion  in  such  a  system, 
without  regard  for  existing  jurisdiction  over  the  routes. 

THE  PROPOSED  CALIFORNIA  FREEWAY  SYSTEM 

In  reporting  to  this  legislative  committee  in  September,  the  depart- 
ment outlined  a  system  of  freewaj^s  *  of  about  12,250  miles,  of  which 
10,722  miles  were  already  in  the  State  Highway  System  and  1,519  miles 
were  under  local  jurisdiction.  Approximately  3,700  miles  of  existing 
state  highways  were  not  included  in  the  proposed  California  Freeway 
System. 

The  report  of  the  department  has  previously  been  made  available  to 
all  legislators  and  has  been  widely  distributed  and  explained  to  the 
public  throughout  the  State.  Only  a  few  highlights  need  be  mentioned 
here. 

The  basic  fact  to  be  considered  is  the  need  to  expand  the  capacity  of 
California's  highway  network  to  accommodate  an  expected  population 
of  31  million  people  in  1980  who  will  operate  about  17  million  motor 
vehicles  at  a  rate  of  about  200  billion  vehicle-miles  per  year.  In  short, 
vehicle  travel  is  expected  to  triple,  but  it  is  anticipated  that  the  pro- 
posed freeway  system  will  carry  almost  60  percent  of  all  highway 
travel  in  the  State  in  1980. 

The  system  should  reduce  highway  fatalities  by  60  to  75  percent  for 
the  traffic  using  it,  when  it  is  developed  to  full  freeway  standards. 
Development  of  the  system  will,  it  is  estimated,  save  80,000  lives  by 
1980. 

Estimates  of  savings  in  vehicle  operating  costs,  in  accidents,  and  in 
time,  indicate  that  the  benefit-cost  ratio  will  be  on  the  order  of  two 
and  one-half  to  one,  considering  only  the  period  to  1980. 

Benefits  of  the  freeway  system  will  extend  long  into  the  future,  for 
the  highways  will  be  protected  against  premature  obsolescence  by  the 
control  of  access.  The  rights-of-way  will  be  virtually  permanent.  With 
the  basic  transportation  network  laid  out,  local  governments,  and  busi- 
ness, industry,  and  agriculture,  will  be  able  to  plan  expansion  with 
confidence. 


*  There  is  no  distinction  in  California  law  between  a  freeway  and  an  expresswaj'.  A 
route  is  declared  to  be  a  freeway  in  order  that  access  rights  may  be  acquired. 
The  degree  of  access  control  and  details  of  design  are  matters  for  determination 
by  the  department. 
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PUBLIC  REACTION  TO  THE  FREEWAY  SYSTEM  PROPOSAL 

One  of  the  most  significant  features  of  the  freeway  system  study 
was  the  breadth  of  participation  by  state,  county,  and  city  officials — - 
planners  as  well  as  engineers.  AYhile  the  Legislature  entrusted  the  de- 
partment wath  final  responsibility  for  the  study,  it  provided  also  for 
an  advisory  committee  of  seven  county  and  seven  city  officials.  It  has 
been  a  source  of  gratification  to  3'our  committee  to  observe  the  diligence 
and  the  co-operative  effort  that  went  into  the  conduct  of  the  study. 
Beyond  the  work  of  the  advisory  committee,  a  number  of  the  counties 
and  their  incorporated  cities,  in  co-operation  with  the  Division  of  High- 
way's, provided  for  employm.ent  of  engineering  consultants  to  draft 
master  trafticways  plans,  the  results  of  Avhich  were  used  in  preparing 
the  final  frecM^ay  system  proposal.  In  addition  to  this,  the  department, 
through  its  district  offices,  solicited  and  received  the  suggestions  and 
recommendations  of  local  officials  throughout  the  State. 

It  has  been  reported  to  us  by  national  authorities  that  rarely,  if  ever 
before,  has  there  been  such  an  outstanding  undertaking  in  co-operative 
planning  for  transportation  needs  on  a  statewide  basis.  Perhaps  this 
fact  explains  why  there  has  been  such  wide  endorsement  of  the  freeway 
system  and  the  concepts  upon  which  it  is  based  in  the  many  hearings 
that  we  have  held. 

Actually,  no  questions  at  all  were  raised  regarding  routes  that  are 
included  in  the  system,  once  it  had  been  made  clear  that:  (1)  precise 
locations  of  the  routes  were  not  being  determined  at  this  time;  and  (2) 
the  standards  to  which  the  roads  in  the  system  are  to  be  built  will  be 
determined  by  engineering  criteria  at  the  time  of  design.  In  regard  to 
the  latter  point,  it  may  be  emphasized  that  all  routes  in  the  freeway 
system  are  expected  to  be  full  freeways  ' '  ultimately ' ' ;  but  many  of  the 
routes  will  be  improved  by  stages  and  may  remain  as  two-lane  roads 
with  an  appropriate  degree  of  access  control  and  right-of-way  protec- 
tion up  to  19SU  and  even  beyond. 

Questions  were  more  often  raised,  not  that  the  system  was  too  elab- 
orate, but  rather  that  it  might  prove  to  be  inadequate.  Even  in  the  sur- 
prisingly few  cases  in  which  specific  additions  were  proposed,  however, 
the  concensus  appeared  to  be  that  the  routes  that  had  already  been 
selected  were  those  of  top  priority.  For  example,  in  Los  Angeles  where 
a  more  extensive  system  of  freeways,  expressways,  and  connectors  had 
been  developed  by  the  Los  Angeles  Metropolitan  Area  Transportation 
Engineering  Board,  all  testimony  was  to  the  effect  that  the  lesser  system 
proposed  by  the  department  was  the  logical  and  practical  first  step  in 
realization  of  a  total  plan. 

An  effective  plan  must  be  a  living  thing,  and  in  no  case  is  this  more 
apparent  than  in  the  highly  dynamic  economy  of  the  State  in  which  we 
live.  During  the  course  of  our  hearings  and  studies  it  has  become  abund- 
antly clear  that  provision  must  be  made  for  periodic  review  of  the  Cali- 
fornia Freeway  System,  and  indeed  of  the  entire  subject  of  highway 
classification,  at  fairh^  frequent  intervals. 

The  enthusiastic  support  of  the  freeway  system  concept  has  occa- 
sionally been  clouded  to  an  extent  by  apprehension  as  to  its  possible 
effect  on  existing  state  highways  that  are  not  included  in  the  freeway 
system  at  this  time.  Your  committee  wishes  to  make  it  emphatically 
clear  that  it  does  not  regard  such  routes  as  secondary  in  importance. 
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On  the  contrary,  these  routes  are  "fenerally  to  be  regarded  as  essential 
links  in  the  State's  transportation  network. 

The  key  distinction  between  the  freeway  system  routes  and  other 
state  system  routes  is  to  be  found  in  the  fcnture  of  access  control.  All 
routes  in  the  freeway  system,  it  is  contemplated,  w^ill  have  controlled 
access  and  will  "ultimately"  reach  the  full  freeway  stage,  but  not 
necessarily  by  1980.  On  the  other  hand,  routes  in  the  State  Highway 
System  but  not  included  in  the  freeway  system  will,  it  is  believed,  bet- 
ter serve  the  area  through  which  they  pass  and  the  traffic  which  uses 
them  if  access  is  not  rigidly  controlled  and  full  freeway  development 
is  not  pursued  as  the  ultimate  objective.* 

FINANCING  THE  FREEWAY  SYSTEM  AND  OTHER  STATE  HIGHWAYS 

The  cost  of  the  California  Freeway  System  as  estimated  by  the  De- 
partment of  Public  Works  is  $10.5  billion  to  1980.  Other  state  highways, 
not  in  the  freeway  system,  are  estimated  to  cost  $864  million.  The  data 
may  be  summarized,  as  follows : 

Costs 
miles  (millions) 

State  highways  in  the  freeway  system 10,722  $8,697.6 

State  highways  not  in  the  freeway  system 3,684  864.4 

14,406  $9,562.0 

Roads  and  streets  in  the  freeway  system,  but  not 

now  in  the  state  system 1,519  1,799.7 

Total 15,925  $11,361.7 

The  revenue  analysis  prepared  in  co-operative  study  by  the  Depart- 
ment and  the  committee's  economic  consultant  indicates  that  under 
present  financing  arrangements  there  will  be  sufficient  funds  available 
to  the  State  Highway  Division  to  improve  both  the  California  Freeway 
System  and  other  state  highways  to  the  standards  required  by  1980. 

It  is  estimated  that  the  State  will  collect  $16.7  billion  in  highway- 
user  taxes  and  receive  $3.9  billion  in  federal  aid  for  highways,  a  total 
of  $20.6  billion,  during  the  21-year  period  ending  June  30,  1980.  Of 
this  amount,  costs  of  motor  vehicle  administration  and  the  highway  pa- 
trol and  apportionments  to  counties  and  cities  for  roads  and  streets  will 
take  $6.9  billion,  leaving  $13.7  billion  available  for  all  state  highway 
purposes.  Expenditures  for  purposes  other  than  major  construction  and 
rights-of-way  (that  is,  for  state  highway  administration,  maintenance, 
planning,  etc.)  will  require  $2.2  billion,  leaving  $11.5  billion  for  major 
improvements.  This  last  figure  is  to  be  compared  with  the  estimate  of 
$11.4  billion  as  the  improvement  cost  of  the  freeway  system  and  other 
state  highways. 

This  surprising  but  pleasant  finding  should  be  tempered  in  certain 
respects  as  brought  out  in  the  economic  and  fiscal  analysis.! 

First,  the  nice  balance  indicated  above  is  achieved  over  a  21-year 
period.  An  estimate  of  state  highway  needs  to  1970  shows  a  total  of 
$7.6  billion,  as  compared  to  available  funds  of  $5.9  billion  for  the  same 
period,  which  indicates  that  many  needed  projects  must  be  deferred 
beyond  1970. 

*  This  is  not  to  say  that  no  access  control  will  ever  be  provided  on  such  routes.  An 
appropriate  degree  of  access  control  should  be  provided  on  such  routes  as  war- 
ranted by  engineering  and  economic  findings  at  the  time  of  their  improvement. 

t  The  report,  The  California  Freeway  Program:  An  Economic  and  Fiscal  Analysis, 
by  Richard  M.  Zettel,  is  included  as  Appendix  A  of  this  report. 
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Second,  the  revenue  estimates  are  based  upon  certain  basic  assump- 
tions that  should  be  made  clear.  It  is  assumed  that  present  state 
highway-user  tax  rates  scheduled  for  reduction  in  1959  will  be  retained 
at  existing  levels  by  affirmative  action  of  the  Legislature.  It  is  assumed 
that  the  Federal  Government  will  continue  to  provide  aids  for  primary, 
secondary,  and  urban  highways  at  not  less  than  present  levels,  and  that 
it  will  provide  suiBcieut  funds  to  meet  90  percent  of  the  cost  of  im- 
provement of  the  interstate  system  in  accordance  with  the  stated  inten- 
tion of  Congress.  Provision  is  made  in  the  estimates  for  continuation 
of  present  subventions  and  aids  to  counties  and  cities  for  roads  and 
streets,  but  no  increases  have  been  anticipated.  Or,  to  state  the  matter 
another  way,  any  increases  in  grants  to  local  governments  will,  to  the 
same  extent,  delay  improvement  of  state  highways,  including  the  free- 
way system,  unless  corresponding  additional  revenus  are  also  provided. 

Finally,  costs  are  estimated  at  1958  levels.  Examination  of  past  trends 
and  consideration  of  inflationary  pressures  in  the  economy  suggest 
that  it  is  unrealistic  to  assume  a  continuation  of  current  cost  levels 
over  the  long  term.  Highway-user  tax  bases  have  virtue  in  that  they 
respond  directly  to  increases  in  traffic  demands,  but  unlike  the  bases 
of  sales  and  income  taxes  they  bear  little  direct  relationship  to  price 
and  cost  levels.  Clearly  adjustment  of  user  tax  rates  to  changing  cost 
conditions  will  be  required  from  time  to  time  if  the  projected  program 
is  to  remain  on  schedule. 

For  the  present  the  committee  believes  that  creation  of  the  California 
Freeway  System  and  provision  for  its  financing  along  with  the  financing 
of  other  state  highways  is  the  matter  of  highest  urgency  before  the 
Legislature  in  the  highway  field.  Positive  action  in  this  direction  at 
this  time  will  do  the  most  to  provide  for  California  the  safe,  convenient, 
and  economical  highway  transportation  so  vital  to  its  expanding 
economy. 

LOCAL  ROAD  AND  STREET  PROBLEMS 

But  the  committee  would  not  wish  to  leave  the  impression  that  such 
action  alone  will  meet  California's  entire  highway,  road,  and  street 
problem  for  the  next  20  years.  It  must  be  recognized  that  county  roads 
and  city  streets  are  in  serious  need  of  improvement  in  many  areas.  As  a 
committee,  however,  having  given  first  attention  to  the  freeway  system 
concept  and  its  implementation,  we  have  not  had  opportunity  to  review 
the  county  road  and  city  street  situation  sufficiently  to  take  an  affii*ma- 
tive  stand  at  this  time  on  the  financial  questions  involved. 

It  seems  appropriate  to  observe,  however,  that  creation  of  the  Cali- 
fornia Freeway  System  will  have  a  decided  impact  on  the  magnitude 
of  county  road  and  city  street  needs.  First,  the  routes  to  be  transferred 
to  the  State  Highway  System  are  among  the  most  expensive  now  under 
local  jurisdiction.  Second,  the  freeway  system  itself  will  affect  travel 
patterns  on  the  entire  road  and  street  plant.  Whereas  the  present  state 
highway  system  carries  less  than  47  percent  of  all  highway  travel  in 
the  State,  it  is  estimated  that  the  enlarged  system  will  carrv  more  than 
60  percent  in  1980. 

Whether  or  not  the  Legislature  takes  action  in  1959  in  the  matter 
of  additional  county  road  and  city  street  financing,  we  urge  that  pro- 
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vision  be  made  for  extension  of  the  type  of  studies  provided  for  by 
Senate  Concurrent  Resolution  No.  26.  Establishment  of  the  California 
Freeway  System  is  only  the  first  step  in  modernizing  California's 
scheme  of  highway  classification.  Consideration  should  be  given  to  the 
establishment,  below  this  top-priority  system,  of  severely  limited  sys- 
tems of  the  more  important  county  roads  and  city  streets,  so  integrated 
as  to  serve  as  the  major  supplementary  routes  to  the  state  freeway 
system.  The  determination  of  criteria  and  the  actual  selection  of  such 
supplemental  systems,  together  with  analysis  of  the  financing  problems 
involved,  requires  additional  study.  In  this  same  study  special  attention 
should  be  given  to  unusual  costs  or  construction  problems  on  specific 
high-priority  projects  in  county  road  and  city  street  networks  (impor- 
tant bridges  for  example)  which  do  not  lend  themselves  to  formula 
treatment  and  hence  may  warrant  special  financial  and  administrative 
arrangements.  The  study  should  be  provided  for  in  such  manner  that 
the  state-county-city  co-operative  effort  so  successful  in  developing 
the  California  Freeway  System  will  be  continued. 


SPECIFIC  RECOMMENDATIONS 

The  specific  recommendations  of  your  Joint  Interim  Committee  on 
Highway  Problems  may  be  stated  briefly,  as  follows : 

1.  The  committee  endorses  the  principles  of  the  California  System  of 
Freeways,  Expressways  and  Limited-Access  Highways  as  outlined 
by  the  Department  of  Public  Works  in  its  report  in  response  to 
Senate  Concurrent  Resolution  No,  26. 

2.  It  is  recommended  that  the  freeway  system  as  delineated  in  the 
department's  report  be  adopted  by  the  Legislature  with  these  few 
modifications  which,  after  extensive  statewide  hearings,  have  been 
carefully  screened  by  the  committee  and  critically  reviewed  with 
the  department: 

(a)  An  existing  state  highway  from  southwest  of  lone  to  Placer- 
ville,  consisting  of  portions  of  State  Routes  97,  54,  and  65. 

(b)  A  portion  of  existing  State  Route  83  between  State  Route  3 
near  Mount  Shasta  and  State  Route  28  east  of  Burney. 

(c)  A  new  route  from  existing  State  Route  56  near  Point  Reyes 
Station  to  a  connection  near  Nicasio  with  a  route  included  in 
the  California  Freeway  System. 

(d)  A  new  route  from  State  Route  7  near  Vacaville  to  State 
Route  6  near  Berryessa  Reservoir. 

(e)  A  new  route  from  State  Route  18  near  Mariposa  to  State 
Route  125  near  Oakhurst. 

(f)  A  new  route  from  State  Route  1  near  Greenbrae  to  State 
Route  69  near  Point  San  Quentin. 

(g)  A  new  route  from  State  Route  77  near  Chino  to  State  Route 
190  near  Upland. 

(h)  An  existing  state  highway  from  near  Exeter  to  Route  41  near 
General  Grant  National  Park,  consisting  of  a  portion  of  State 
Route  129. 
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Deletions 

Delete  the  route  from  State  Route  31  near  Devore  to  State 
Route  43  near  Crestline. 

Delete  the  route  from  Route  5  near  Tracy  to  Route  238  near 
Stockton. 

Delete  in  San  Francisco  the  following  freeways  named  in  the 
city's  Master  Trafficways  Plan,  dated  May,  1955: 

The  Junipero  Serra  Freeway  and  Park-Presidio  Freeway. 

The  Western  Freeway. 

The  Central  Freeway  from  Turk  Street  to  the  Golden  Gate 

Freeway. 
The  Golden  Gate  Freeway  from  the  Embarcadero  and  Bay 

Street  to  the  Golden  Gate  Bridge. 
The  Crosstown  Freeway. 

3.  It  is  recommended  that  roads  and  streets  not  now  in  the  State 
Highway  System  but  included  in  the  proposed  California  Freeway 
System  be  added  to  the  State  Highway  System;  provided,  how- 
ever, that  no  expenditures,  other  than  for  maintenance,  planning, 
preliminary  engineering,  and  right-of-way  acquisition,  may  be 
made  on  these  added  highwavs  prior  to  the  state  highway  budget 
for  the  Fiscal  Year  1963-64.' 

4.  Routes  composing  the  proposed  California  Freeway  System  should 
be  indicated  in  the  Streets  and  Highways  Code  in  such  manner 
that  their  precise  locations  will  be  left  for  subsequent  determi- 
nation. 

5.  Other  highwaj^s  now  in  the  State  Highway  System  but  not  part 
of  the  proposed  California  Freeway  System  should  be  recognized 
as  important  components  of  the  State's  highway  network.  It  is 
recommended  that  the  Legislature  provide  that  such  other  high- 
ways be  improved  simultaneously  with  highways  in  the  freeway 
system  in  proportion  to  their  relative  deficiencies  and  the  needs 
for  traffic  service. 

6.  Pro^dsion  should  be  made  for  review  by  the  Department  of  Public 
Works  of  the  composition  of  the  California  Freeway  System  and 
other  state  highways  at  four-year  intervals.  In  each  such  periodic 
review,  specific  consideration  should  be  given  to  the  most  recent 
developments  in  the  field  of  rapid  transit  in  the  several  metro- 
politan areas  of  the  State,  and  freeway  needs  should  re-evaluated 
accordingly.  Representatives  of  counties,  cities,  and  transit  agen- 
cies should  participate  in  the  reviews  and  the  results  should  be 
reported  to  appropriate  committees  of  the  Legislature. 

7.  In  order  to  develop  a  fully  balanced  highway  transportation  sys- 
tem, immediate  provision  should  be  made  for  a  study  by  the 
Department  of  Public  Works,  in  co-operation  with  representatives 
of  the  counties  and  the  cities,  to  embrace  the  following: 

(a)  The  determination  of  criteria  for  limited  systems  of  the  more 
important  county  roads  and  city  streets  which  will  serve  to 
supplement  the  California  Freeway  System. 
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(b)  The  selection  of  such  systems  on  an  integrated  basis,  without 
regard  to  city  boundaries  and  with  co-ordination  at  county 
lines. 

(c)  Controlled  estimates  of  costs  on  the  selected  systems,  other 
unusual  high-priority  projects,  and  remaining  county  roads 
and  city  streets. 

(d)  An  analysis  of  county  road  and  city  street  financing. 

The  "cut-back"  in  state  highway-user  tax  rates  scheduled  for 
December  31,  1959,  should  be  prevented  by  immediate  affirmative 
action  of  the  Legislature  extending  the  existing  rates. 

The  Legislature  should  memorialize  the  National  Congress:  (1)  to 
continue  the  apportionment  of  federal-aid  for  the  National  System 
of  Interstate  and  Defense  Highways  on  the  basis  of  relative  needs ; 
and  (2)  to  authorize  sufficient  financing  to  complete  the  federal 
share  of  the  Interstate  System  within  the  13-year  period  estab- 
lished in  1956. 
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STATEMENT 

In  signing  tlie  report  of  the  Joint  Highway  Problems  Committee  it  is 
understood  that  if  prior  to  July  1,  1963,  following  further  studies 
by  the  officials  and  official  bodies  of  the  City  and  County  of  San  Fran- 
cisco and  the  State  Division  of  Highways  any  or  all  agreed  upon  routes 
and  designs  shall  be  reinstated  or  incorporated  into  the  California 
State  Highway  System. 

It  is  also  understood  that  I  cannot  endorse  that  portion  of  the  report 
on  construction  of  a  Tiburon-San  Francisco  Bridge  owing  to  action  by 
resolution  of  the  San  Francisco  Board  of  Supervisors  opposing  such 
proposed  crossing. 

Edward  M.  Gaffney 
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I.     THE  PROPOSED  FREEWAY  SYSTEM 

"The  California  Freeway  System,"  a  report  by  the  Department  of 
Public  Works,  was  submitted  to  the  Joint  Legislative  Interim  Commit- 
tee on  Highway  Problems,  in  September,  1958,  in  response  to  Senate 
Concurrent  Resolution  No.  26  of  the  1957  Session  of  the  California 
Legislature. 

While  the  department  suggested  the  basis  for  selection  of  a  freeway 
system  and  actually  selected  a  system  of  some  12,241  miles  of  state 
highways,  county  roads,  and  city  streets  which  were  to  compose  the 
California  Freeway  System,  the  report,  in  accordance  with  terms  of 
the  resolution,  provided  no  data  on  costs  of  the  system  or  on  revenues 
that  might  be  available  for  its  financing. 

The  present  report  is  made  to  the  joint  committee  for  the  purpose  of 
drawing  together  in  summary  form  *  financial  and  economic  data  for 
study  by  the  joint  committee,  the  Legislature,  and  the  public  generally, 
in  connection  with  highway  problems  with  special  emphasis  on  imple- 
mentation of  the  freeway  system  concept.  It  also  gives  the  writer's 
evaluation,  as  economic  consultant  to  the  joint  committee,  of  some  of 
the  pertinent  factors  to  be  considered  in  drafting  a  legislative  highway 
program  for  the  1959  Legislature. 

BACKGROUND  OF  THE  S.  C.  R.  NO.  26  STUDY 

In  1947,  the  California  Legislature  embarked  upon  a  considerably 
expanded  highway  improvement  program  involving  additional  financing 
of  state  highways,  county  roads,  and  city  streets,  supported  by  an  in- 
crease in  highway-user  tax  rates  of  somewhat  more  than  50  percent.  In 
1953,  the  Legislature  increased  the  rate  of  highway  financing  by  again 
increasing  user  charges  approximately  one-third,  the  proceeds  of  the  in- 
crease being  reserved  for  state  highways.  In  1956,  the  Federal  Govern- 
ment substantially  increased  its  participation  in  highway  financing  by 
increasing  grants-in-aid,  particulary  for  the  National  System  of  Inter- 
state Highways.  California  shared  immediately  in  this  increase  in  fed- 
eral financing  to  the  extent  of  an  additional  $64  million  for  the  1957-58 
Fiscal  Year,  and  in  the  1959-60  Fiscal  Year  it  may  expect  $302  million 
in  total  federal  apportionments  for  highways  as  compared  with  only  $47 
million  four  years  earlier. 

The  result  of  these  major  decisions  on  highway  financing,  and  others 
of  less  import,  has  been  to  provide  California  with  the  largest  program 
of  highway  financing  in  the  Nation.  Considering  construction  of  state 
highways  alone,  the  program  of  1959-60  will  total  about  $466  million 
as  compared  with  a  1946-47  budget  of  $60  million. 

California  has  made  considerable  progress  in  the  improvement  of  its 
major  highway  facilities.  There  are  presently  in  operation  about  1,400 
miles  of  freeways  and  expressways  in  the  State,  with  an  additional  400 
miles  under  construction  or  budgeted.  But  it  must  be  recognized  that 

*  While  presented  in  summary  form  here,  there  is  in  the  committee's  flies  a  vast 
quantity  of  supporting  data  upon  which  this  report  is  based  and  which  will  be 
available  to  the  Legislature  for  use  in  evaluation  of  alternative  courses  of  action 
during  the  1959  Session. 

(  23  ) 
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California's  area  is  large,  third  only  to  Alaska  and  Texas,  its  popula- 
tion is  second  to  New  York's,  and  it  has  led  the  Nation  in  motor  vehi- 
cles and  highway  travel  for  many  years.  Moreover,  its  rates  of  growth 
— in  population,  in  motor  vehicles,  and  in  highway  travel — have  been 
trul}^  phenomenal. 

DesjDite  the  continuing  efforts  to  enlarge  upon  and  improve  the  Cali- 
fornia highway  program,  there  has  been  growing  dissatisfaction  with 
the  rate  of  progress,  particularly  in  regard  to  freeway  construction. 
There  has  also  been  question  as  to  the  adequacy  of  the  existing  State 
Highway  Sj'stem  to  perform  the  functions  for  which  it  was  created, 
especially  in  metropolitan  areas.  Numerous  efforts  have  been  made  in 
recent  years  a  add  specific  routes  to  the  state  system,  not  only  for  the 
obvious  purpose  of  relieving  local  governments  from  the  burden  of  their 
maintenance  and  improvement,  but  also  with  the  hope  that  thej"  would 
be  improved  to  the  higher  standards  which  generally  characterize  state 
construction.  "While  many  of  the  requests  had  obvious  merit,  unfortu- 
nately no  criteria  were  available  by  which  the  individual  requests  for 
additions  could  be  evaluated,  and,  more  importantly,  it  was  apparent 
that  the  piecemeal  proposals  did  not  add  up  to  a  balanced  and  uniform 
program  for  the  entire  State. 

A  major  objective  of  the  freeway  system  study  requested  by  the  Leg- 
islature in  1957  was  to  find  a  substantial  solution  to  the  problem  of 
adjusting  the  State  Highway  System  to  the  requirements  of  modern- 
day  traffic  in  California.  For  it  was  becoming  increasingly  clear  that 
only  modern  planned-access  facilities  could  cope  with  modern  traffic 
on  major  routes — and  that  they  could  do  so  at  less  cost  as  well  as 
greater  convenience  and  safety  for  the  motorists.  It  was  also  be- 
coming evident  that  under  present  institutional  and  political  arrange- 
ments only  the  State,  as  a  general  rule,  is  in  a  position  to  locate  and 
construct  freeways,  particularly  in  the  metropolitan  complexes.  Senate 
Concurrent  Resolution  No.  26  requested  selection  of  a  statewide  free- 
way sj'stem  without  regard  to  present  jurisdiction  over  the  highways, 
roads  and  streets  that  would  be  included. 

CALIFORNIA'S  EXPANDING  ECONOMY 

Each  time  highways,  or  for  that  matter  any  other  basic  activity,  is 
considered  anew  in  California,  it  seems  that  previous  planning  has  been 
too  little,  if  not  too  late.  The  present  is  no  exception.  California  may 
be  the  land  of  superlatives,  but  its  actual  record  of  growth  seems  always 
to  pass  anticipations.  And  the  end  is  not  in  sight.  Projecting  trends 
to  1980,  the  Department  of  Public  Works  finds  that  population  will 
increase  from  less  than  14  million  to  over  31  million,  motor  vehicle 
registrations  from  under  7  million  to  over  17  million,  and  miles  of 
vehicle  travel  from  about  65  billion  to  the  order  of  200  billion.  "With 
such  projections  before  it,  it  should  come  as  no  surprise  that  the  depart- 
ment recommended  a  statewide  freeway  system  composed  of  more  than 
12,000  miles  of  highways,  roads,  and  streets. 

Projecting  key  factors  ahead  to  1980  gives  startling  results  when  it  is 
indicated  that  population  will  increase  2\  times,  motor  vehicles  2^  times, 
and  vehicle  travel  will  triple  in  about  23  years.  But  when  it  is  realized 
that  these  rates  of  growth  have  all  actualh'  been  surpassed  in  the  past 
22  years,  the  results  become  quite  plausible. 
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This  writer  has  beeu  consulted  by  the  department  during  the  prepara- 
tion of  its  estimates;  hence,  basic  vieAvpoints  have  already  been  recon- 
ciled. The  word  in  California  for  purposes  of  projection  is  to  "take 
the  high  line."  To  an  extent  this  has  been  done  in  the  present  instance; 
and  for  purposes  of  planning  this  appears  to  be  the  reasonable  approach 
when  it  is  recognized  that  all  estimates  will  be  subject  to  periodic  review 
in  the  light  of  conditions  then  prevaling. 

Population  is  the  key  factor  in  transportation  planning.  For  it  is 
people  that  move.  And  it  is  people  that  produce  and  consume  the 
goods  and  services  that  require  movement.  We  have  found  no  pub- 
lished population  estimates  for  California  extending  to  1980.  Available 
estimates  for  1970,  however,  generally  suggest  an  average  figure  of 
about  21  million,  while  the  figure  used  here  is  closer  to  22  million.  The 
Census  Bureau  estimates  for  the  United  States  as  a  whole  range  from 
203  million  to  219  million,  with  an  average  of  211  million.  On  the  basis 
of  the  bureau's  average,  California  with  22  million  people  in  1970 
would  have  about  10.4  percent  of  the  U.  S.  total.  For  1980  the  Census 
Bureau's  high  estimate  is  273  million  people  in  the  United  States,  and 
the  average  of  its  estimates  is  252  million.  If  California  has  31.6  million 
in  1980,  it  would  have  12.6  percent  of  U.  S.  population  based  on  the 
average  estimate.  Although  California  currently  has  only  about  8.1  per- 
cent of  the  U.  S.  total  population,  an  examination  of  trends  indicates 
that  growth  to  the  ratios  indicated  for  1970  and  1980  is  entirely  reason- 
able. All  of  which  suggests  that  the  population  estimates  for  California 
can  be  used  for  planning  with  considerable  confidence. 

Trends  in  motor  vehicle  ownership,  fuel  consumption,  and  motor 
vehicle  travel  also  support  the  validity  of  the  estimates  used  in  the 
S.  C.  R.  No.  26  study  and  in  this  report.  California's  ratio  of  ownership 
of  persons  per  motor  vehicle  is  expected  to  be  reduced  gradually  from 
the  current  2.1  to  about  1.85  in  1980.  Fuel  consumption  per  motor  ve- 
hicle is  expected  to  rise  from  the  current  figure  of  about  700  gallons  to 
a  figure  of  880  gallons  in  1980.  In  connection  with  each  of  these  esti- 
mates, it  should  be  noted  that  the  truck  population  is  expected  to  rise 
at  a  somewhat  faster  rate  than  the  passenger  car  population — a  fore- 
cast supported  by  past  trends. 

While  perhaps  implicit  in  the  statistical  projections,  certain  factors 
that  are  likely  to  influence  the  extent  of  motor  vehicle  ownership  and 
use  should  be  specifically  noted.  Among  these  may  be  listed: 

1.  A  high  rate  of  family  formation  (at  a  rate  higher  than  total  popu- 
lation forecasts  would  indicate)  in  the  mid-60 's  and  early  70 's,  with  a 
resulting  accumulation  of  goods  including  motor  vehicles. 

2.  Increasing  productivity  per  capita  resulting  in  movement  of 
larger  quantities  of  goods,  and  higher  per  capita  disposable  incomes 
with  the  probability  of  larger  shares  going  to  services,  including  trans- 
portation. 

3.  Increased  leisure  (either  shorter  work-weeks  or  longer  vacations, 
or  both)  and  the  possibility  of  more  travel. 

4.  A  faster  increase  in  driver  population  than  in  total  population, 
especially  among  women. 

5.  Anticipated  improvement  of  the  highway  plant  itself,  especially 
the  Interstate  System,  which  will  encourage  highway  travel. 

3— L,-3978 
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Of  these  several  items  perhaps  the  one  to  be  emphasized  is  the  growth 
in  productivity  that  economists  rather  confidently  predict.  To  give  one 
example,  the  President's  Planning  Group  for  Aviation  Facilities  based 
their  forecasts  on  the  assumption  of  an  increase  in  gross  national 
product  to  about  $730  billion  in  1955  dollars  by  1975.  Their  estimates 
indicated  an  increase  in  gross  product  per  capita  from  about  $2410  to 
about  $3400  in  20  years,  an  increase  of  41  percent.  On  the  basis  of  this 
and  other  forecasts  of  productivity,  it  is  reasonable  to  suggest  that  per 
capita  income  in  California  in  1980  will  be  on  the  order  of  50  percent 
above  the  1955  per  capita  level  (at  1955  prices).  If  so,  total  personal 
income  in  California  would  exceed  $100  billion  in  1980  as  compared 
with  less  than  $30  billion  in  1955.  Because  of  the  demonstrable  close 
relationship  between  productivity  and  incomes,  on  the  one  hand,  and 
highway  transportation  demands,  on  the  other,  once  again  it  appears 
that  a  forecast  of  tripling  in  motor  vehicle  travel  in  California  by 
1980  is  in  line  with  reality,  and  if  anything  may  be  on  the  low  side. 

THE  PROPOSED  FREEWAY  SYSTEM 

It  is  not  the  purpose  of  the  present  report  to  evaluate  the  composi- 
tion of  the  freeway  sj'stem  as  selected  by  the  department.  Neither  is  it 
necessary  to  reiterate  the  specific  service  features  of  the  system  as  out- 
lined in  the  department's  report. 

The  main  point  for  emphasis  here  is  the  clear  necessity,  in  the  light 
of  the  forecasts  just  discussed,  to  provide  for  a  considerable  expansion 
of  the  capacity  of  the  highway,  road,  and  street  plant  in  California  to 
accommodate  the  economic  growth  in  prospect.  The  building  of  freeways 
will  do  this  most  expeditiously  and  most  economically. 

It  has  been  estimated  that  the  proposed  freeway  system  of  12,241 
miles  will  carry  59  percent  of  all  motor  vehicle  traffic  in  California  in 
1980,  or  something  on  the  order  of  120  billion  vehicle  miles.  The  magni- 
tude of  this  figure  may  be  appreciated  when  it  is  recalled  that  the 
existing  110,000  miles  of  highways,  roads,  and  streets  now  carry  about 
70  billion  vehicle  miles  annually. 

The  service  performed  by  the  freeway  system  will  be  considerably 
higher  than  the  statewide  average  in  the  more  rural  parts  of  the  State 
because  of  the  longer  distances  involved  and  the  lesser  mileages  of  land 
service  roads,  but  even  in  the  Los  Angeles  area  where  large  volumes 
of  short  trips  take  place  on  purely  access  streets  the  freewaj^  system  is 
expected  to  carry  more  traffic  (52  percent)  than  all  other  roads  and 
streets  combined  in  1980. 

The  California  Freeway  System  is  estimated  to  cost  about  $10.5 
billion  at  1958  cost  levels.  Details  as  to  estimated  mileages  and  costs  by 
counties  are  shown  in  Table  1. 

One  point  in  respect  to  the  department's  report  on  the  California 
Freeway  System  calls  for  special  attention.  As  a  practical  target  date 
for  traffic  projection,  cost  analysis,  and  fiscal  planning,  1980  was 
selected  for  purposes  of  selecting  routes  for  inclusion  in  the  freeway 
system.  Thus,  it  cannot  be  said  that  the  system  represents  the  "ulti- 
mate" for  California.  However,  this  more  practical  approach  was 
approved  in  principle  by  the  technical  advisory  committee.  Also, 
spokesmen  for  the  Los  Angeles  Metropolitan  Area  Transportation  Engi- 
neering Board  regard  the  report  "to  be  the  definition  of  a  practical 
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program"  and  an  outline  of  "the  first  major  objective  toward  realiza- 
tion of  the  total  plan."  In  all  quarters,  the  need  for  periodic  review 
has  been  repeatedly  empliasized. 

It  is  also  to  be  noted  that  the  do])artnient  included  in  the  California 
Freeway  System  only  those  facilities  which  in  their  judgment  would 
ultimately  be  developed  to  full  freeway  standards.  Many,  however, 
might  be  constructed  as  expressways  initiall}-,  with  provision  for  later 
conversion  to  full  freeways.  Where  economically  justified  land  would 
be  acquired  for  future  rights-of-way  and  interchanges,  but  certain 
routes  might  remain  as  expressways — -even  two-lane  facilities — beyond 
1980.  A  clear  understanding  of  this  point  is  needed;  otherwise  those 
who  visualize  all  freeways  as  something  on  the  order  of  the  Hollywood 
or  the  Bayshore  may  be  led  to  believe  that  the  proposed  system  is  too 
elaborate  in  overall  conception. 

A  figure  of  $10.5  billion  by  any  standards  is  not  to  be  taken  lightly. 
But  a  21-year  period  is  involved,  so  the  annual  average  is  about  $500 
million.  California's  present  state  highway  construction  program  is 
already  rapidly  approaching  a  half-billion  a  year.  In  terms  of  cost 
per  motor  vehicle,  the  average  cost  of  the  freeway  system  is  about  $42 
per  vehicle  per  year.  In  terms  of  cost  per  mile  of  travel,  the  average 
is  well  under  one-half  cent  per  vehicle  mile.  Reducing  billions  to  these 
more  meaningful  terms,  then,  the  program  cost  no  longer  appears  to 
be  fantastic. 

BENEFITS  AND  COSTS 

The  most  persuasive  argument  supporting  a  freeway  program  of  the 
type  outlined  by  the  Highway  Division  is  the  need  to  accomodate  the 
future  growth  of  California.  If  our  existing  plant  were  already  provid- 
ing optimum  service  rapid  expansion  of  freeway  facilities  would  be 
required.  But  the  additional  fact  is  that  the  present  plant  fails  to 
provide  convenient,  safe  and  economical  transportation. 

It  is  perhaps  unnecessary  here  to  stress  the  advantages  of  freeways 
over  highway  facilities  without  control  of  access.  For  it  has  been 
demonstrated  time  and  time  again  that  freeways  are  much  safer  and 
reduce  travel  times  and  costs  of  vehicle  operation,  to  say  nothing  of 
the  greater  convenience  and  comfort  afforded  to  motorists. 

One  technique  widely  used  by  engineers  in  evaluating  a  proposed 
investment  program  is  a  benefit-cost  analysis.  With  respect  to  the  Cali- 
fornia Freeway  System  it  is  estimated  that  the  freeways  and  express- 
ways to  be  built  will  carry  about  120  billion  vehicle  miles  in  1980. 
Presently  only  9.2  billion  vehicle  miles  are  operated  on  this  type  of 
facility  in  California.  Giving  appropriate  weight  to  the  forecasts  of 
urban  and  rural  traffic,  it  is  estimated  on  the  basis  of  factors  developed 
by  Professor  Moyer  *  that  the  average  saving  per  vehicle  mile  on  the 
California  Freeway  System  (as  compared  to  operations  on  conventional 

*  Cf.  Ralph  A.  Moyer,  "An  Analysis  of  Highway  User  Benefits  on  the  California 
Freeway  System  Resulting  From  Completion  of  a  10-year  Full  Freeway  System" 
(Special  Report,  the  Institute  of  Transportation  and  Traffic  Engineering,  Uni- 
versity of  California,  Berkeley,  May,  1955). 

In  calculating  user-benefits,  Professor  Moyer  used  4.16  cents  per  vehicle  mile 
on  urban  freeways  which  was  intended  to  cover  the  weighted  average  of  time- 
cost,  vehicle-operating-cost,  and  accident-cost  savings  for  both  trucks  and  pas- 
senger cars.  On  rural  freeways  the  saving  was  calculated  at  0.83  cents  per 
vehicle  mile,  a  figure  which  included  only  accident-cost  savings  inasmuch  as  time 
savings  because  of  higher  speeds  were  found  to  be  offset  by  higher-vehicle-oper- 
ating costs  at  those  same  higher  speeds. 
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TABLE   1 

ESTIMATED   COSTS   OF   THE   CALIFORNIA    FREEWAY   SYSTEM 
AND   OTHER   STATE    HIGHWAYS   TO    1980 


Northern 
counties 


CALIFORNIA    FREEWAY    SYSTEM 


Present 

state 

highicai/s 

($1,000) 


Local  roads 
and  streets       Total 
($1,000)       ($1,000) 


Other  state 
hightcays 
($1,000) 


Grand 

totals 

($1,000) 


Alameda    $381,514  $68,283  $449,797  $14,313  $464,110 

Alpine    5,591               5,951  6,704  12,655 

Amador   13,987  1,482  15,469  4,065  19,534 

Butte   47,459               47,459  9,924  57,383 

Calaveras    1,359  1,152  2,511  17,064  19,575 

Colusa    25,564              25,564  5,052  30,616 

Contra  Costa 134,529  65,516  200,045               200,045 

Del  Norte 65,095               65,095  4,095  69,190 

El   Dorado    89,586               89,586  12,567  102,153 

Fresno 207,385  23,021  230,406  18,278  248,684 

Glenn 22,131               22,131  6,218  28,349 

Humboldt    123,215               123,215  65.575  188,790 

Kings 33,957  2,491  36,448  1.873  38,321 

Lake 23,470  1,220  24.690  6.100  30,790 

Lassen 15,158  4,384  19,542  2,970  22,512 

Madera    34,859  8.401  43,260  1.355  44,615 

Marin 80,950  93,341  174,201  2,892  177,183 

Mariposa 12,966               12,966  7,455  20.421 

Mendocino 120,920               120,920  27,832  148,752 

Merced    61,086  8,232  69,318  3,914  73,232 

Modoc    14,035               14,0-35  1,767  15,802 

Monterey 111,035  1,4.30  112,465  6,775  119,240 

Napa    49,679  2,080  51,759  1,842  53,601 

Nevada    55,061               55,061  3.285  58.346 

Placer    78,197  14,857  93,054  3,703  96,757 

Plumas    24,644               24,644  228  24.872 

Sacramento 265,905  92,602  358,507  17,438  375,945 

San  Benito 11,645  10,000  21,645  5,940  27,585 

San  Francisco 319,102  87,980  407,082               407,082 

San  Joaquin 204,194  11,876  216,070  1,473  217,543 

San   Mateo   158,615  40,072  198,687  26,298  224,985 

Santa  Clara 185,942  16,220  202,162  46,285  248,447 

Santa  Cruz 30,609               30,609  17,288  47,897 

Shasta    115,133  286  115,419  6.939  122,358 

Sierra    11,381               11,381  1,183  12,564 
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TABLE    1— Continued 

ESTIMATED   COSTS   OF   THE   CALIFORNIA   FREEWAY   SYSTEM 
AND   OTHER   STATE   HIGHWAYS   TO    1980 

CALIFORNIA    FREEWAY    SYSTEM 


Northern 
counties 


Present 

state 

highways 

($1,000) 


Local  roads 
and  streets       Total 
($1,000)        ($1,000) 


Other  state 
highways 
($1,000) 


Grand 

totals 

($1,000) 


Siskiyou     76,559 

Solano    96,575 

Sonoma    98,942 

Stanislaus 72,936 

Sutter    44,534 

Tehama   57,214 

Trinity     12,040 

Tuolumne    40,312 

Yolo    107,749 

Yuba    25,408 

Northern 

totals    $3,768,587 


2,070 

5~850 

22,196 

4,800 


3,600 
1,445 


78,629 
96,575 
104,792 
95,132 
49,334 

57,214 
15,640 
40,312 
109,194 
25,408 


23,533 

2,580 

21,046 

5,280 

311 

8,820 
10,771 
5,137 
8,970 
1,801 


102,162 

99,155 

125,838 

100,412 

49,645 

66,034 
26,411 
45,449 
118,164 
27,209 


$594,887     $4,363,474        $446,939     $4,810,413 


Southern 
counties 


Imperial $97,795 

Inyo 17,836 

Kern    243.844 

Los  Angeles 2,414,091 

Mono    15,755 

Orange    632,082 

Riverside 234,790 

San    Bernardino    __  373,524 

San  Diego 436,274 

San  Luis  Obispo 57,850 

Santa    Barbara    _-_  71,841 

Tulare    71,103 

Ventura 262,249 

Southern 

totals    $4,929,034 

Northern 

totals    3,768,587 


$9,046 

2,790 

857,328 

$106,841 

17,836 

246,634 

3,271,419 
15,755 

$11,270 

7,748 

33,676 

181,865 
4,137 

$118,111 

25,584 

280,310 

3,453,284 
19,892 

64,010 
27,913 
76,650 

152,884 

696,092 
262,703 
450,174 

589,158 
57,850 

25,420 
13,711 
27,510 
24,015 
26,015 

721,512 
276,414 
477,684 
613,173 
83,865 

10~330 
3,900 

71,841 

81,433 

206,149 

19,760 
27,335 
14,970 

91,601 
108,768 
281,119 

$1,204,851 

$6,133,885 

$417,432 

$6,551,317 

594,887 

4,363,474 

446,939 

4,810,413 

State  totals 


^,697,621     $1,799,738  $10,497,359        $864,371  $11,361,730 
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highways)  will  be  2.43  cents.  In  1980,  then,  the  additional  traffic  ac- 
comodated on  the  freeway  system  (110.8  billion  vehicle  miles)  may  be 
expected  to  realize  user  benefits  approximating  $2.5  billion.  During  the 
21  years,  1960  to  1980,  user  benefits  on  the  basis  of  these  estimates 
would  accumulate  over  the  years  to  a  total  of  about  $26  billion.  This 
figure  in  comparison  with  the  estimated  cost  of  the  freeway  system, 
$10.5  billion,  suggests  a  benefit  ratio  on  the  order  of  2.5  to  1. 

Calculations  of  this  type  must  be  used  with  judgment.  On  the  one 
hand,  the  benefits  may  be  seriously  understated,  for  if  nothing  at  all 
were  to  be  done  except  maintenance  of  the  existing  plant,  then  the 
congestion  that  would  arise  as  traffic  volumes  increased  would  result 
in  greater  user  costs  on  conventional  highways  (if,  indeed,  traffic  could 
move  at  all).  To  state  the  matter  another  way,  the  user  benefits  on  the 
freeway  system  would  properly  be  calculated  at  considerably  higher 
rates  per  vehicle  mile.  On  the  other  hand,  if  the  highway  system  were 
expanded  with  conventional  highways  in  order  to  maintain  present 
levels  of  service  as  traffic  increased,  then  the  costs  necessary  to  effect 
such  expansion  should  be  set  off  against  the  costs  of  the  freeway  sys- 
tem. In  either  event,  the  benefit-cost  ratio  would  be  higher  than  that 
indicated  above. 

Another  qualification  is  in  order  because  the  calculations  above  in- 
clude estimated  user  savings  only  to  1980.  But  it  may  be  expected  that 
the  savings  to  users  will  extend  much  longer  into  the  future,  because 
the  freeways  will  be  protected  against  functional  obsolescence  by  con- 
trol of  access.  Rights-of-way,  of  course,  will  not  depreciate  and  will 
continue  to  be  in  use.  Moreover,  about  half  of  the  investment  in  free- 
ways in  1980  will  be  under  10  years  old  and  should  have  a  considerable 
remaining  life  of  service  to  highway  users. 

In  the  writer's  view,  the  effort  to  quantify  all  benefits  of  a  compre- 
hensive highway  program  in  monetary  terms  has  certain  shortcomings. 
On  the  one  hand,  it  is  difficult  to  establish  values  for  time,  comfort, 
and  convenience  for  which  the  motorist  may  be  quite  willing  to  pay, 
a  fact  that  in  itself  establishes  the  economic  justification.  On  the  other 
hand,  the  desire  for  greater  speed  (time  savings)  may  offset  possible 
savings  in  vehicle  operating  costs,  so  that  no  net  monetary  benefits 
appear  in  the  calculations.  Are  we  to  say,  then,  that  the  investment 
is  not  justified?  Not  according  to  economic  reasoning,  for  motorists 
may  be  quite  willing  to  pay  for  what  they  regard  as  higher  quality 
service  even  if  the  cost  also  appears  to  be  higher.  The  conveniences  as 
well  as  the  frills  that  Americans  demand  in  their  motor  vehicles  is  one 
item  of  evidence.  The  comparatively  high  rates  paid  for  operation  on 
superior  toll-road  facilities  when  adequate  toll-free  roads  are  not  avail- 
able is  another. 

One  of  the  real  advantages  of  the  freeway  concept,  not  immediately 
reflected  in  calculations  of  benefits  to  motorists,  is  the  protection  of 
the  highway  investment  against  premature  obsolescence  by  lateral  en- 
croachment and  commercial  ribbon  development.  The  case  of  the  by- 
pass bypassing  the  bypass  is  not  unknown  in  California. 

The  establishment  of  freeway  routes  in  advance  will  facilitate  the 
early  acquisition  of  rights-of-way,  sometimes  at  considerable  savings 
by  forestalling  development  or  conversion  of  improvements  which  must 
be  acquired  to  make  way  for  the  highway  before  their  economic  life 
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has  been  served.  Beyond  this,  the  establishment  of  freeway  routes 
facilitates  planning  not  only  by  governmental  agencies  but  also  by 
business  and  industry. 

COMPREHENSIVE  TRANSPORTATION  PLANNING 

Perhaps  one  of  the  questions  that  will  occur  to  all  is  the  possibility 
of  developments  in  other  forms  of  transportation  that  will  obviate  the 
need  for  such  an  expansive  freeway  program.  In  regard  to  rural  and 
intercity  movement  one  can  speak  with  some  confidence.  For  one  thing, 
there  appears  to  be  no  development  on  the  horizon  that  Avill  make 
private  flying  commonplace.  Presently  private  i)lanes  number  only 
1  for  1,800  people  in  California  (compared  to  motor  vehicles  of  one 
for  two  people).  Forecasts  of  planning  groups  for  airways  moderni- 
zation indicate  a  doubling  of  general  aviation  activity  by  1976,  and 
while  this  rate  is  likely  to  be  exceeded  in  California  it  seems  likely  that 
the  possible  impact  on  the  highway  problem  will  be  rather  insignifi- 
cant. Certainly,  it  will  hardly  affect  movement  of  goods  on  the  high- 
ways; and  it  is  to  be  noted  that  the  average,  as  well  as  the  vast  major- 
ity, of  all  movements  of  people  by  automobile  is  for  short  distances 
that  can  hardly  be  undertaken  by  air. 

The  more  difficult  problem  arises  in  some  of  our  metropolitan  areas 
where  there  is  serious  question  as  to  whether  freeways  can  meet  our 
transportation  needs.  The  consensus  of  authorities  who  have  considered 
the  problem  appears  to  be  that  freeways  and  individual  passenger  cars 
cannot  alone  handle  peak-hour  commute  movements.  But  this  is  not  to 
say  that  freeways  themselves  are  unneeded ;  quite  the  opposite,  the 
general  assumption  seems  to  be  that  freeways  are  needed  to  handle 
the  movement  of  goods,  the  movement  of  people  for  business  and 
pleasure  throughout  the  day,  and  a  substantial  part  of  the  commute 
movements  both  in  individual  vehicles  and  in  express  buses  operated 
on  freeways.  Other  forms  of  rapid  transit  may  be  needed  to  supple- 
ment highway  transportation  in  special  cases,  such  as  the  Bay  area 
and  possibly  Los  Angeles. 

Although  certainly  not  an  expert  in  the  field,  the  writer  suggests 
that  the  question  should  not  be  posed  as  an  "either-or"  proposition. 
In  the  long  run  with  the  metropolitan  area  growth  in  prospect  in 
California  it  seems  likely  that  freeways  and  rapid  transit  will  both 
be  required  to  accommodate  the  expanded  economy  and  the  social  and 
cultural  demands  of  the  people.  The  clear  need  is  for  periodic  review 
of  the  highway  program  in  light  of  developments  in  other  forms  of 
transport.  There  is  also  need  for  finding  a  practical  basis  for  co- 
ordinated planning  and  possibly  joint  engineering  and  financing  of 
highway  and  transit  facilities.  How  this  may  be  brought  about — 
whether  through  a  state  department  of  transportation,  metropolitan 
area  transportation  authorities,  or  by  some  other  means — is  a  subject 
beyond  the  scope  of  the  present  report. 

The  only  point  to  be  made  here  is  that  implementation  of  the  free- 
way system  concept  as  outlined  in  the  department's  report  need  not 
await  possible  developments  in  the  broader  area  of  transportation  plan- 
ning; for  the  freeways  that  may  be  constructed  within  the  next  few 
years  will  undoubtedly  fit  into  any  overall  transportation  system  that 
may  be  devised. 
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CONCLUSIONS 

A  new  and  bold  approach  to  the  solution  of  our  highway  problems 
is  needed  if  California  is  to  meet  the  requirements  of  its  burgeoning 
population  and  expanding  economy.  On  an  overall  basis,  that  is  to  say, 
without  judging  the  merits  of  the  individual  components,  it  appears 
that  the  California  Freeway  System  offers  that  new  and  bold  approach. 

Simply  to  meet  the  demand  of  future  growth  might  be  sufficient 
justification  for  legislative  implementation  of  the  California  Freeway 
System.  But  it  is  equally  important  that  freeways  offer  more  eco- 
nomical transportation,  and,  at  the  same  time,  are  protected  against 
premature  obsolescence  by  access  control.  Estimated  benefits  of  the 
freeway  system  are  on  the  order  of  2^  times  the  cost.  Therefore,  it  is 
recommended  that  legislative  action  be  taken  to  implement  the  freeway 
system  concept  in  California. 

Of  course,  a  major  step  in  this  direction  would  be  provision  for 
financing — the  next  subject  to  be  considered. 


II.     HIGHWAY  REVENUES  IN  CALIFORNIA 

There  will  be  available  in  California  for  all  units  of  government  for 
highway,  road,  and  street  purposes  (exclusive  of  toll  facilities  and  sub- 
division street  improvements)  more  than  $900  million  in  the  1959-60 
Fiscal  Year.  For  these  same  purposes,  over  a  21-year  period  to  1980, 
it  is  estimated  that  the  total  income  available  will  exceed  $25  billion.* 

It  is  the  intent  of  this  chapter  to  describe  briefly  the  highway  financ- 
ing structure  in  California  in  regard  both  to  sources  and  distibution  of 
revenues.  Assumptions  underlying  estimates  of  revenue  will  also  be 
discussed.  Finally,  comparisons  will  be  made  between  revenue  estimates 
and  costs  of  the  California  Freeway  System.  In  this  chapter,  primary 
attention  is  given  to  state-collected  user  taxes  and  federal  aid ;  revenues 
available  to  local  governments  and  their  road  and  street  problems  are 
discussed  in  a  later  chapter. 

CALIFORNIA'S  PRESENT  HIGHWAY-USER  TAX  STRUCTURE 

The  family  of  taxes  regarded  as  compensation  for  highway  use  in 
California  consists  of  taxes  on  motor  fuels  (both  gasoline  and  diesel 
oil),  annual  registration  fees  applicable  to  all  vehicles,  driver's  license 
fees,  animal  weight  taxes  on  commercial  vehicles  graduated  according 
to  their  empty  weight,  and  a  tax  on  the  gross  revenues  of  for-hire  motor 
carriers.! 

Motor  Fuels  Taxes 

The  gasoline  tax  in  California,  as  in  other  states,  is  the  largest  pro- 
ducer of  revenues  for  highways.  The  current  rate  of  6  cents  per  gal- 
lon currently  (1957-58)  produces  about  $282  million,  after  refunds  for 
nonhighway  use  and  collection  expenses.  The  net  proceeds  from  each 
cent  of  gasoline  tax  are  about  $47  million  per  year. 

The  diesel  tax  in  California,  applied  as  a  tax  on  the  user  of  fuel 
rather  than  on  the  distributor,  currently  produces  about  $18  million 
annuall^^,  all,  of  course,  paid  on  commercial  vehicles  in  the  heavier 
weight  ranges.  The  rate  of  this  tax  (legally,  the  use-fuel  tax)  is  pres- 
ently 7  cents  per  gallon,  which  is  about  17  percent  higher  than  the 
"gas"  tax  rate.  One  purpose  of  this  differential,  established  by  the 
Legislature  in  1953,  is  to  compensate  for  the  greater  volumes  of  high- 
way use  for  given  amounts  of  fuel  generally  experienced  by  diesel 
vehicles  as  compared  with  gasoline-powered  vehicles  in  comparable 
operations.  From  time  to  time  a  differential  of  at  least  50  percent  has 
been  urged  in  California  to  equalize  payments  for  highway  use. 

*  These  figures  include  local  taxes  and  traffic  fines  and  forfeitures  but  do  not  include 
funds  that  may  be  invested  by  subdividers  or  from  special  assessments  for  roads 
and  street.s. 

t  In  addition,  the  Department  of  Motor  Vehicles  collects  miscellaneous  fees,  for  trans- 
fers and  the  lil^e,  producing  about  $14  million  a  year;  the  purpose  of  wliicli  is  to 
defray  costs  of  specific  services.  A  vehicle  license  fee,  in  the  nature  of  a  tax  in 
lieu  of  taxes  on  motor  vehicles  as  personal  property,  is  also  collected  at  the 
time  of  registration.  Nearly  all  of  the  proceeds  are  returned  to  cities  and  coun- 
ties (except  for  amounts  reserved  for  servicing  state  highway  bonds  issued 
many  years  ago  which  will  finally  be  retired  in  1966).  This  particular  tax  is  not 
regarded  as  a  highway  user  charge  in  California,  but  it  may  be  used  for  road 
and  street  purposes  by  counties  and  cities. 

(33) 
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One  of  the  reasons  leading  the  Legislature  to  adopt  the  modest  dif- 
ferential of  17  percent  in  1953  was  the  fact  that  the  underlying  princi- 
ple of  the  user  tax  increases  of  that  year  was  an  "across  the  board" 
adjustment,  but  it  was  recognized  that  an  increase  in  the  gross  receipts 
tax  applicable  only  to  ' '  f or-hire ' '  carriers  would  aggravate  an  allegedly 
discriminatory  situation;  hence,  the  more  than  proportional  increase 
in  the  use-fuel  tax  which  would  apply  to  both  private  and  for-hire 
motor  carrier  operations. 

Registration  Fees 

California,  unlike  many  states,  does  not  relate  its  basic  vehicle  regis- 
tration fee  to  some  variable  base,  such  as  weight,  value,  horsepower,  etc. 
Rather  it  imposes  a  basic  fee  of  $8  annually  on  every  vehicle  (except 
for  specific  exemption  of  publicly  owned  vehicles  and  certain  imple- 
ments of  husbandry).  The  annual  fee  has  been  justified  in  part  as  a 
means  of  defrajdng  the  not  inexpensive  process  of  registration,  which 
is  both  a  protection  to  the  motorist  and  an  aid  to  law  enforcement.  The 
excess  revenue  over  registration  costs  is  in  the  nature  of  a  "standby" 
charge  imposed,  regardless  of  amount  of  use,  to  pay  for  availability  of 
the  highway  plant.  The  tax  produces  about  $60  million  a  year. 

Driver's  License  Fees 

Original  drivers'  licenses  are  issued  for  a  period  of  three  years  and 
renewals  for  five  years  at  a  fee  of  $3  in  each  instance.  A  portion  of  the 
revenue  may  be  regarded  as  defraying  the  cost  of  licensing,  while  the 
remainder  goes  for  highway  purposes,  including  support  of  the  High- 
way Patrol.  Revenue  is  on  the  order  of  $7  million  a  year. 

Weight  Taxes 

In  addition  to  the  annual  registration  tax  of  $8,  California  imposes 
taxes  measured  by  the  empty  weight  of  commercial  vehicles  ranging 
from  $14  for  a  two-axle  truck  of  3,000  to  4,000  pounds  to  $267  for  a 
trailer  or  three-axle  truck  of  more  than  15,000  pounds.  The  empty 
weight  tax  structure  was  devised  in  1947,  and  the  rates  were  increased 
about  one-third  in  1953.  The  purpose  of  the  weight  taxes  is  to  exact 
adequate  compensation  for  highway  use  by  heavier  vehicles  by  supple- 
menting motor  fuels  taxes  in  order  to  make  up  for  their  inherent  de- 
ficiencies. 

The  present  schedule  of  weight  taxation  currently  produces  about 
$86  million  annually. 

The  Gross  Receipts  Tax  (The  Transportation  Tax) 

One  of  the  least  understoood  but  most  controversial  taxes  in  the  Cali- 
fornia structure  is  the  tax  on  for-hire  carriers.  The  tax  is  largely  a 
product  of  historical  accident,  having  as  a  forerunner  a  tax  imposed  in 
1923  when  the  State  taxed  all  utilities  on  the  basis  of  gross  receipts 
and  when  most  important  trucking  was  done  by  for-hire  carriers. 

In  1947  an  effort  was  made  to  enact  an  entirely  new  tax  system  for 
all  commercial  vehicles — both  private  and  for-hire — which  would  per- 
mit repeal  of  the  gross  receipts  tax.  When  all  alternatives  were  re- 
jected, the  Legislature  enacted  the  weight  tax  structure  described 
above,  and  continued  the  gross  receipts  tax  at  the  existing  rate  of  3 
percent.  The  combined  tax  increase  on  for-hire  carriers  was  mitigated, 
however,  by  providing  a  credit  of  one-third  of  the  increased  weight 
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fees  against  gross  receipts  tax  liability.  Proceeds  of  the  gross  receipts 
tax  which  had  been  going  into  the  General  Fnnd  were  transferred  on  a 
continuing  basis  to  the  Highway  Users  Tax  Fnnd. 

The  npshot  was  that  the  Legislature  achieved  the  overall  balance  in 
user  charges  that  it  sought  hj  exacting  both  empty  weight  taxes  and 
gross  receipts  taxes  from  commercial  vehicles,  which  together  with 
motor  fuels  taxes,  produced  in  the  aggregate  the  revenues  then  re- 
garded as  the  responsibility  of  trucks  and  buses. 

But  it  left  the  seeds  of  perennial  controversy  over  the  gross  receipts 
tax  which  continued  to  be  attacked  on  grounds  of  discrimination,  not 
only  as  between  private  and  for-hire  carriers,  but  also  among  different 
for-hire  carriers  and  even  among  shippers.  In  1957  the  Legislature 
reduced  the  gross  receipts  tax  rate  to  1^  percent,  but  at  the  same  time 
eliminated  the  weight  fee  credit*,  so  that  the  effective  reduction  in  the 
tax  burden  was  approximately  one-third. 

In  1956-57  the  gross  receipts  tax  produced  about  $16.6  million  for 
highway  purposes.  In  1957-58  the  gross  receipts  tax  yielded  almost  $15 
million  (partly  under  the  reduced  tax  schedule).  In  1958-59  when  the 
tax  reduction  will  be  fully  effective  the  tax  is  expected  to  yield  about 
$10  million. 

Distribution  of  the  User  Tax  Burden 

The  taxation  of  heavy  commercial  vehicles  has  posed  extremely  vex- 
ing problems  in  California  for  many  years.  It  is  recognized  that  heavy 
commercial  vehicles  have  a  profound  effect  on  highway  capacity.  It 
is  recognized  that  they  cause  rapid  deterioration  of  highways  and  add 
to  maintenance  costs  in  some  circumstances.  It  is  known  that  heavy 
vehicles  impose  more  expensive  design  and  construction  requirements 
for  highways.  However,  precise  engineering  evaluation  of  the  "added 
costs"  attributable  to  heavy  vehicles  for  the  total  highway  plant  has 
not  been  established  sufficiently  to  preclude  continuing  controversy. 

Currently,  the  Bureau  of  Public  Roads  under  mandate  of  Congress 
is  intensively  studying  problems  of  highway  cost  assignment,  an  under- 
taking which  it  is  hoped  will  be  aided  in  large  measure  by  the  very 
elaborate  road  tests  now  being  conducted  in  Illinois  under  auspices  of 
the  American  Association  of  State  Highway  Officials  at  a  cost  in  excess 
of  $22  million.  It  is  to  be  noted,  however,  that  Congress  provided  for 
the  study  in  1956,  but  the  date  for  the  final  report  of  the  bureau 
originally  scheduled  in  1959  has  recently  been  extended  to  1961. 

From  the  tax  side,  it  is  generally  recognized  that  the  motor  fuels 
tax,  standing  by  itself,  does  not  exact  adequate  compensation  for  high- 
way use  by  heavier  vehicles.  Fuel  consumption  does  not  increase  in 
proportion  to  weight ;  hence,  the  tax  may  be  said  to  be  regressive.  To 
illustrate:  A  60,000-pound  truck  combination  might  operate  only 
four  miles  on  a  gallon  of  fuel  and  thus  pay  four  times  as  much  as  a 
passenger  car  of  4,000  pounds  getting  16  miles  to  the  gallon;  yet  its 
weight  on  the  highways  is  15  times  that  of  the  passenger  car.  On  a 
ton-mile  basis,  the  passenger  car  gets  32  ton-miles  to  the  gallon,  the 
combination  120  ton-miles,  t 


*  The  weight  fee  credit  was  subject  to  criticism  on  grounds  of  administrative  diffi- 
culty, and  with  the  lowering  of  the  basic  tax  rate  it  appeared  no  longer  to  serve 
a  useful  purpose.  j-        *i  • 

t  In  the  absence  of  conclusive  findings  of  cost,  a  number  of  specialists,  mcludmg  this 
writer,  have  urged  that  a  ton-mile  assignment  is  a  valid  approach  to  apportion- 
ment of  the  highway  cost  burden. 
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A  second  consideration  in  the  taxation  of  lieavy  vehicles  is  the  extent 
of  their  use  of  the  highways  in  terms  of  distance  traveled.  Average 
annual  mileages  for  heavier  vehicles  are  considerably  higher  than  for 
passenger  cars.  And  among  the  heavier  vehicles  also,  there  are  great 
deviations  from  averages.  In  every  weight  category  that  may  be  estab- 
lished for  tax  purposes  both  high -mileage  and  low-mileage  vehicles 
are  to  be  found.  Also,  there  are  significant  differences  in  average  mile- 
ages among  types  of  operation.  Typically,  for  example,  vehicles  that 
are  operated  by  for-hire  carriers  are  operated  more  intensively  than 
the  vehicles  of  private  carriers.  Annual  taxes  are  usually  shaded  to 
the  low  side,  so  as  not  to  impose  seemingly  excessive  burdens  on  low- 
mileage  vehicles.  A  tax  structure  that  would  take  account  of  mileage 
as  well  as  weight  differences  in  reasonable  fashion  would  produce 
equity ;  anything  less  is  bound  to  have  weaknesses  which  in  individual 
cases  are  inexplicable  and  give  rise  to  allegations  of  discrimination  and 
inequity. 

On  several  occasions,  in  recent  years,  efforts  have  been  made  to 
revise  the  California  system  of  taxing  heavy  commercial  vehicles,  but 
no  major  results  have  been  achieved.  One  proposal  has  been  to  impose 
a  tax  measured  by  the  mileage  of  heavier  vehicles  with  rates  graduated 
according  to  weight — a  tax  similar  to  those  now  in  effect  in  the  States 
of  Oregon,  New  York,  Ohio,  and  Colorado.  Another  proposal  has  been 
to  enlarge  the  coverage  of  the  use-fuel  tax  to  impose  an  additional  rate 
on  the  fuel  used  in  heavy  commercial  vehicles,  over  and  above  the  pre- 
vailing gasoline  and  diesel  rates.  A  more  modest  proposal  has  been  to 
change  the  base  of  the  California  weight  taxes  from  empty  weight  to 
declared  gross  weight,  so  as  to  reflect  maximum  weights  imposed  on 
the  highways — the  tax  base  which  is  presently  most  popular  among 
the  states. 

It  must  be  recognized  that  any  one  of  these  proposals  would  com- 
plicate the  tax  structure  to  an  extent  and  would  add  to  the  costs  of  tax 
collection  and  compliance.  But  it  is  the  writer's  considered  view  that 
the  gain  in  equity  among  users,  as  well  as  the  contribution  to  sound 
transportation  policy,  would  be  worth  the  price. 

In  view  of  the  continued  long-standing  animosity — practically  unani- 
mous among  all  truckers — to  direct  mileage  taxation  in  any  form,  the 
more  promising  alternative  might  be  a  differential  tax  on  consumption 
of  gasoline  as  well  as  diesel  fuel  to  be  paid  directly  by  the  users  of 
heavv  commercial  vehicles. 


FEDERAL  AID  FOR  CALIFORNIA'S  HIGHWAYS 

Prior  to  the  Federal  Aid  Highway  Act  of  1956,  California's  attitude 
toward  federal  financing  of  highways  was  rather  negative.  Although 
there  was  no  direct  legal,  nor  perhaps  conceptual,  connection  between 
the  federal  gasoline  tax  and  the  federal  highway  aid  program,  inter- 
ested groups  within  the  State  could  hardly  refrain  from  pointing  out : 
(1)  that  the  total  federal  aids  were  less  than  federal  gas  tax  collec- 
tions; and  (2)  that  California,  as  a  "paying"  state,  contributed  much 
more  percentagewise  to  the  federal  program  than  it  received  back  in 
aid  because  of  the  nature  of  the  apportionment  formulas.  There  was 
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considerable  sentiment  for  repeal  of  the  federal  <^-d&  tax  and  a  scaling- 
back  of  federal  aid. 

It  may  be  said  that  federal  aid  did  not  bulk  large  enough  in  our 
overall  highway  financing  program  to  play  any  significant  role  in  our 
expenditure  policies.  The  federal  program  was  taken  in  stride :  Match- 
ing presented  no  difficult  problems,  and  state  policies  governing  geo- 
graphical distribution  of  construction  expenditures  were  applied  to 
total  resources  available,  including  federal  aid. 

The  1956  act  and  the  amendments  of  1958  have  changed  the  picture 
materially.  In  the  1959-60  Fiscal  Year  California  will  receive  a  total 
of  $302  million  in  federal  aid  for  all  eligible  highways,  as  compared 
with  about  $47  million  only  four  years  earlier  in  1955-56. 

(T)  The  Interstate  System 

California  has  approximately  2,200  miles  of  state  highways  which  are 
included  in  the  National  System  of  Interstate  and  Defense  Highways.* 
These  are  the  highways  for  which  the  Congress  has  declared  its  inten- 
tion "to  provide  for  early  completion"  and  "as  nearly  as  practicable, 
over  a  13-year  period.  *  *  *"  All  of  the  interstate  highways  are  also 
included  in  the  California  Freeway  System. 

Congress  has  made  authorizations  for  the  interstate  sj^stem  for  fiscal 
years  up  to  and  including  1969  which,  in  total,  amount  to  $25.6  bil- 
lions. The  basic  matching  requirement  for  interstate  system  funds  is 
90  percent  federal — 10  percent  state,  but  California  as  a  public  lands 
state  need  supply  only  about  8  percent. 

Under  provisions  of  the  1956  act  the  apportionment  formula  previ- 
ously in  effect  (two-thirds  population,  one-sixth  area,  and  one-sixth  post 
road  miles)  was  continued  for  three  fiscal  years — 1957,  1958,  and  1959, 
with  the  result  that  California  received  about  5.7  percent  of  the  total 
authorizations.  As  the  outcome  of  congressional  actions  in  1958  a 
"needs"  formula  will  be  used  for  the  1960  and  1961  Fiscal  Years. 
California's  estimated  remaining  interstate  system  needs  were  $3.3 
billion  as  compared  to  a  national  total  of  $32.1  billion,  with  the  result 
that  California  will  receive  a  little  more  than  10  percent  of  total  inter- 
state apportionments.  The  amounts  for  California  will  be  about  $252 
million  for  each  1959-60  and  1960-61.  New  needs  estimates  will  be  sub- 
mitted to  Congress  in  1961,  which  if  approved  will  become  the  basis 
for  subsequent  apportionments  in  keeping  with  the  congressional  dec- 
laration to  have  the  interstate  system  completed  "simultaneously"  in 
all  of  the  states. 

(2)  The  ABC  Federal  Aid  Highways 

Besides  the  interstate  system  three  classes  of  roads  are  eligible  for 
federal  aid.  These  are  the  primary  and  secondary  systems  and  their 
urban  extensions,  often  referred  to  as  A  B  C  systems.  Traditionally, 
authorizations  for  these  systems  are  made  every  two  years  for  the  suc- 
ceeding two  fiscal  years  and  this  practice  has  been  continued  in  the 

*  All  Interstate  highways  for  California,  within  the  41,000-mile  national  limitation 
imposed  by  Congress  have  been  designated,  with  the  exception  of  small  reserva- 
tions for  routes  in  the  San  Diego  and  Sacramento  metropolitan  areas. 
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1956  and  1958  Federal  Highway  Acts.  The  most  recent  nationwide 
authorizations  have  been,  as  follows : 

Primaries  Secondaries  Urban  Total 

Fiscal  (millions)  (millions)  (millions)  (millions) 

1958 $383  $255  $212  $850 

1959 394  262  219  875 

1960 405  270  225  900 

1961 416  278  231  925 

In  recent  years  a  fixed  formula  has  been  adopted  that  gives  45  per- 
cent to  the  primary  system,  30  percent  to  secondary  system,  and  25 
percent  to  the  urban  extensions.  It  is  possible  under  recent  legislation 
for  a  state  to  transfer  a  portion  of  funds  from  one  category  of  high- 
ways to  another,  upon  proper  request  and  federal  approval,  but  Cali- 
fornia has  not  attempted  to  do  this.  The  basic  matching  requirement 
has  been  50-50,  but  it  is  reduced  to  approximately  42  percent  for  Cali- 
fornia for  each  of  these  classes  of  roads  by  virtue  of  the  large  public 
land  holdings. 

It  should  be  noted  that  authorizations  for  the  ABC  roads  extend 
only  through  1961,  so  subsequent  authorizations  will  require  congres- 
sional action.  The  Administration  has  endeavored  to  hold  authoriza- 
tions at  existing  levels,  but  the  Congress  shows  a  tendency  (as  indicated 
above)  to  increase  authorizations  for  the  ABC  roads  by  $25  million 
each  year. 

Federal  Aid  Primaries.  California  has  about  5,300  miles  of  high- 
ways— all  in  the  State  Highwaj^  System — that  are  eligible  for  federal 
apportionments  for  the  primary  system  (in  addition  to  interstate  high- 
ways which  are  also  in  the  primary  system).  California's  share  of  pri- 
mary funds  is  about  4.8  percent  of  the  national  total,  under  the  formula 
giving  equal  weight  to  population,  area,  and  miles  of  post  roads.  Its 
apportionments  will  be  $19.3  million  for  fiscal  1960  and  about  $19.8 
million  for  fiscal  1961. 

Federal  Aid  Secondaries.  About  4.000  miles  in  the  State  Highway 
System,  6,250  miles  in  the  county  road  systems  and  about  400  miles  of 
city  streets,  constitute  the  federal  aid  secondary  system  in  California. 
California's  share  of  federal  aid  secondary  apportionments  amounts  to 
about  3.7  percent  under  a  formula  that  gives  equal  weight  to  area, 
rural  population,  and  post  road  mileage.  California  will  receive  about 
$10.0  million  in  1960  and  $10.3  million  in  1961  for  secondary  roads. 

An  unusual  feature  of  California  practice  is  the  reapportionments  of 
federal  aid  secondary  funds  to  counties  for  use  of  eligible  roads.  From 
1945  to  1957  California  reapportioned  87?  percent  of  federal  aid  sec- 
ondary funds  to  counties.  For  the  Fiscal  Years  1957-58  and  1958-59, 
the  reapportionment  has  been  increased  to  98^  percent  (the  maximum 
since  the  remainder  is  reserved  for  highway  planning).  In  addition, 
California  provides  matching  funds  from  state-collected  user  taxes  up 
to  a  maximum  of  $100,000  for  each  county.  (The  ceiling  was  raised  to 
$200,000  for  the  1957-58  and  1958-59  Fiscal  Years.) 

Urban  Extensions.  There  is  no  federal  aid  urban  system  as  such. 
Federal  funds  available  under  this  category  are  intended  for  urban  por- 
tions of  the  primarj'-  federal  aid  system  or  extensions  of  the  secondary 
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federal  aid  system.  In  California,  the  practice  has  been  to  confine  urban 
funds  to  the  primary  federal  aid  system. 

It  is  significant  to  note  that  California  receives  a  larger  share  of 
urban  money  (8.9  percent  of  the  national  total)  than  it  does  of  either 
primary  or  secondary  funds,  because  the  sole  apportionment  factor  is 
urban  population.  California  will  receive  $20.0  million  in  1960  and 
$20.6  million  in  1961  for  urban  extensions. 

Emergency  Authorization.  The  Federal  Aid  Highway  Act  of  1958 
provided  an  emergency  authorization  of  an  additional  $400  million 
for  ABC  highways,  to  be  used  quickly  as  an  antirecession  measure, 
providing  California  about  $22  million  in  additional  federal  aid  which 
was  absorbed  into  the  1958  and  1959  Budgets.  Presumably,  this  is  a 
"one-shot"  deal  that  will  not  affect  future  fiscal  plans. 

(3)  The  Federal  Highway  Trust  Fund 

Federal  aid  for  highways  is  now  financed  by  taxes  on  highway  users, 
the  most  lucrative  being  the  federal  gas  tax  of  3  cents  per  gallon,  ear- 
marked for  a  special  trust  fund.  While  it  is  not  intended  here  to  ap- 
praise federal  fiscal  policy,  a  few  observations  that  have  a  bearing  on 
California's  problems  may  be  made. 

First,  under  the  provisions  of  the  Byrd  amendment  of  the  1956  act, 
which  was  suspended  by  the  1958  act  only  for  Fiscal  Years  1959  and 
1960,  the  trust  fund  must  be  operated  on  a  pay-as-you-go  basis.  This 
is  to  be  accomplished  by  reducing  apportionments  for  the  interstate 
system  whenever  in  the  succeeding  fiscal  year  it  appears  that  there  will 
be  a  revenue  deficiency  in  the  trust  fund.  It  is  currently  estimated 
that  a  deficiency  will  appear  in  the  Fiscal  Year  1961.  Either  Congress 
must  provide  for  an  increase  in  federal  user  taxes,  or  it  must  tolerate 
a  "stretchout"  of  the  federal  highway  program. 

Even  wdthout  operation  of  the  Byrd  amendment  an  increase  in  fed- 
eral taxes  or  a  stretchout  of  the  program  is  in  prospect.  For  the 
original  financing  program  was  based  on  estimated  interstate  needs 
of  about  $27  billion,  but  the  more  recent  estimates  add  up  to  $37  bil- 
lion. After  taking  account  of  previous  authorizations,  it  appears  that 
the  remaining  authorizations  provided  in  the  existing  law  will  fall 
about  $8.0  billion  short  of  meeting  the  Federal  Government's  share  of 
the  interstate  program. 

All  of  this  assumes  that  no  reimbursement  will  be  made  from  the 
trust  fund  for  segments  of  the  interstate  system,  toll  and  toll-free,  that 
were  completed  between  1947  and  1957 — a  question  that  is  still  to  be 
resolved  but  might  involve  more  than  $5  billion  in  federal  funds.  It 
also  assumes  no  substantial  increases  in  federal  apportionments  for 
the  ABC  systems. 

Of  particular  interest  to  Californians  is  a  comparison  of  contribu- 
tions through  user  taxes  and  federal  aids  received.  Total  apportion- 
ments for  all  federal  aid  systems  for  the  1960  Fiscal  Year  amount  to 
$3.4  billion,  of  which  California  will  receive  $302  million,  or  8.9  per- 
cent. On  the  other  hand,  California  has  approximately  10.2  percent  of 
all  motor  vehicles  in  the  Nation  and  consumes  about  9.5  percent  of 
motor  fuel  used  on  highways,  from  which  it  may  be  inferred  the  State 's 
residents  bear  close  to  10  percent  of  the  total  tax  bill  supporting  the 
federal  highway  trust  fund.  It  will  be  seen  that  the  heavy  emphasis 
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on  the  interstate  program  in  which  California  participates  on  a  needs 
basis  has  materially  improved  California's  position.  There  remains  in 
the  overall  program  an  element  of  equalization,  but  this  may  be  justi- 
fied to  an  extent  in  order  to  meet  the  special  problems  of  states  of 
large  area  and  low  population  density. 

TOTAL  STATE  INCOME  FOR  HIGHWAY  PURPOSES 

By  way  of  summary,  the  income  available  to  the  State  of  California 
from  highway-user  taxation  and  federal  aid  will  be  approximatel}''  as 
follows  for  the  1959-60  Fiscal  Year : 

Highway-user  taxes : 

Gasoline  taxes $305,000,000 

Use  Fuel  taxes   20,000,000 

Transportation  tax 11,500,000 

Motor  vehicle  fees 

(Reg.  weight  and  misc.)   128,200,000 

Total    $464,700,000 

Federal  Aid: 

Interstate  highways $252,RO0,OO0 

Primary  system 19,300,000 

Secondary  system 10,000,000 

Urban   extensions    20,000,000 

Total   $302,100,000 

$766,800,000 


The  revenues  available  to  the  State  of  California,  including  federal 
aid,  are  all  used  for  highways  and  related  purposes  by  continuing  ap- 
propriation by  the  State  Legislature.  In  fact,  the  Legislature  is  pre- 
cluded from  using  the  tax  revenues  for  nonhighway  purposes  by  the 
antidiversion  amendment  of  the  Constitution  *  (Article  XXVI)  ;  and, 
of  course,  state  control  over  federal  aid  is  limited. 

These  restrictions  do  not  mean  that  all  funds  go  into  highway  main- 
tenance or  construction.  Quite  appropriately,  the  costs  of  tax  collection 
are  defrayed  from  gross  user  tax  proceeds.  Also,  the  costs  of  the  motor 
vehicle  department  and  the  highway  patrol  are  paid  out  of  user  tax 
collections. 

The  remainder  that  is  available  for  highway  purposes  is  distributed 
among  state  highways,  county  roads  and  city  streets.  Under  Cali- 
fornia's rather  peculiar  system  of  apportionment  whereby  apportion- 
ments to  local  governments  are  related  to  specific  tax  proceeds  or  cal- 
culated as  specific  sums,  the  State  Highway  System  is  in  effect  a  re- 
sidual beneficiary  of  user  taxes  and  federal  aid.  Thus,  any  increase  in 
appropriations  for  the  motor  vehicle  department  or  the  highway  patrol 
or  any  reduction  in  user  taxes  affects  only  the  income  of  the  State  High- 
way Division.! 

*  The  transportation  license  (gross  receipts)  tax  is  specifically  excluded  from  the 
application  of  the  antidiversion  clause  but  has  been  used  for  highways  since  1947. 

t  In  many  states,  the  user  tax  collections  available  for  highway  purposes  are  divided 
among  jurisdictions  on  a  percentage  basis  so  that  a  pro  rata  change  would  be 
effected  for  all. 
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Comities  of  California  receive  the  following  apportionments  of  high- 
way user  taxes  and  federal  aid  : 

(1)  A  sum  equal  to  the  net  proceeds  of  If  cents  per  gallon  of  the 
gasoline  tax. 

(2)  An  annual  sum  computed  in  reference  to  motor  vehicle  registra- 
trations  ($5,400,000  times  the  ratio  of  total  vehicle  registrations 
for  the  preceding  calendar  year  to  1946  registrations,  and  now 
amounting  to  $11  million  a  year). 

(3)  87^  percent  of  the  federal  aid  secondary  apportionments  to  Cali- 
fornia.* (98^  percent  for  1957-58  and  1958-59.) 

(4)  The  sums  necessary  to  match,  the  federal-aid  secondary  reappor- 
tionment up  to  $100,000  per  county.  ($200,000  for  1957-58  and 
1958-59.) 

(5)  A  portion  of  $5  million  specifically  earmarked  for  railroad  grade 
separations  on  county  road  and  city  street  systems. 

The  cities  of  California  receive  the  following  apportionments  of 
highway  user  taxes  (no  federal  aid)  : 

(1)  A  sum  equal  to  f  cents  per  gallon  of  the  gasoline  tax. 

(2)  Amounts  to  provide  funds  for  street  engineering  and  adminis- 
tration for  each  city  ranging  from  $1,000  for  the  smaller  cities 
to  a  maximum  of  $20,000  for  the  larger. 

(3)  A  portion  of  the  $5  million  for  railroad  grade  separations  men- 
tioned above. 

For  the  1959-60  Fiscal  Year  it  is  estimated  that  counties  will  receive 
$94.9  million  and  cities  will  receive  $32.9  million,  with  an  additional  $5 
million  to  be  divided  between  them  under  the  provisions  of  law  sum- 
marized above.* 

A  total  breakdown  of  the  total  estimated  income  of  $767  million  for 
1959-60  is  approximately,  as  follows: 

Tax  collection  costs $3,340,000 

Motor  Vehicle  Department  and  Highway  Patrol 70,590,000 

Available  for  state  highways,  county  roads  and  city  streets 692,870,000 

$766,800,000 

The  distribution  of  the  remaining  highway  funds  among  jurisdictions 
will  be : 

Counties    $94,936,000 

Cities 32,872,000 

Local  grade  separations .5,000,000 

State  highways   560,062,000 

$692,870,000 

*  Further  details  on  the  distribution  of  these  funds  among  cities  and  among  counties 
will  be  discussed  in  a  later  chapter  in  connection  with  road  and  street  problems. 
It  may  be  noted  here  that  the  cities'  funds  and  funds  for  counties  except  for 
items  (1)  and  (2)  above  pass  through  the  State  Highway  Fund. 
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Amotints  available  for  state  highways  will  be  used  approximately  as 
follows  in  1959-60  :  * 

Administration  and  maintenance $46,000,000 

Bay  Bridge  maintenance 2,200,000 

Engineering,   planning,  buildings 45,800,000 

Construction  of  rights-of-way   (including  construction 

engineering  and  minor  improvement  programs) 466,000,000 


$560,000,000 


FORECASTS  OF  HIGHWAY  REVENUES  TO   1980 

The  sources  of  income  just  described  are  expected  to  produce  about 
$20.6  billion  for  the  21-year  period,  starting  in  1959-60  and  ending  in 
1979-80.  Of  this  amount,  about  $16.7  billion  will  represent  highway-user 
tax  collections;  and  the  balance,  nearly  $4  billion,  will  be  federal  aid.t 
Details  for  1959-60  and  for  each  of  two  succeeding  10-year  periods  are 
given  in  Table  2. 

Certain  basic  assumptions  upon  which  these  revenue  forecasts  are 
based  should  be  made  explicit.  First,  the  estimates  are  based  on  the 
forecasts  of  population,  motor  vehicle  registrations,  and  highway  travel 
described  in  Chapter  I.  It  bears  repeating  that  there  is  a  close  relation- 
ship between  highway  revenues  and  highway  needs,  both  predicated 
upon  traffic  volumes,  which  emphasizes  the  desirability  of  using  identi- 
cal factors  in  estimating  each. 

TABLE  2 

ESTIMATED   SOURCES   AND    USES   OF    INCOME   FOR    HIGHWAYS 
IN    CALIFORNIA,    1959-60   TO    1979-80 


Sources  of  income 


1959-60 
(millions) 
Highway  user  taxes: 

Gasoline  tax $305.0 

Diesel  tax 20.0 

Motor  vehicle  fees 128.2 

Transportation  tax 11.5 


Subtotal $464.7 

Federal  aid  : 

Interstate  funds 252.8 

Primary  and  urban 39.3 

Secondary    10.0 


Subtotal $302.1 


Total  income $766.8 

B. 

Tax  collection $3.3 

Motor  Vehicle  Department 

and  Patrol 70.6 

County  roads 94.9 

City  streets 32.9 

Local  grade  separations 5.0 

State  highways 560.1 


10  years 
1961-19'lfO 
(millions  ) 

$3,983.4 

241.5 

1,670.7 

160.7 

$6,056.3 

2,127.4 
462.3 
109.3 

2,699.0 

$8,755.3 
Uses  of  income 


Totals $766.8 


848.4 
1,199.3 

425.9 

50.0 

6,187.9 

?8,755.3 


10  years 
1971-1980 
(millions) 

$6,813.7 

413.1 

2,677.5 

288.3 

$10,192.6 

324.9 
468.7 
110.0 

903.6 

$11,096.2 

$74.3 

1,346.7 

1,921.3 

723.6 

50.0 

6,980.3 

$11,096.2 


21-year 

totals 

(millions) 

$11,102.1 

674.6 

4,476.4 

460.5 

$16,713.6 

2,705.1 
970.3 
229.3 

3,904.7 

$20,618.3 


$121.4 

2,265.7 

3,215.5 

1,182.4 

105.0 

13,728.3 

$20,618.3 


*  Requirements  of  the  Legislature  regarding  geographical  distribution  of  construction 

expenditures  on  state  highways  will  be  discussed  in  the  following  chapter, 
t  Income  of  local  governments  other  than  state  user-tax  subventions  are  not  included. 
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Second,  it  should  be  noted  that  the  revenue  estimates  are  based  on 
the  rates  of  taxation  in  effect  at  the  present  time.  That  is  to  say,  it  is 
assumed  that  taxes  will  not  be  reduced  at  the  end  of  lOilf)  (affirmative 
action  of  the  Legislature  will  be  required  to  continue  the  present  tax 
rates).  Should  taxes  be  cut  as  the  law  now  provides,  revenues  for  the 
21-year  period  would  be  about  $1.4  billion  less  than  the  estimates  in 
Table  2  indicate. 

Two  important  assumptions  are  made  with  respect  to  federal  aid. 
First,  it  is  assumed  that  federal  authorizations  for  the  ABC  systems 
will  be  continued  at  the  current  level  of  $925  million  up  to  and  includ- 
ing 1980.  This  will  require  action  by  the  Cong-ress,  probably  every  two 
years.  It  seems  unlikely  that  these  authorizations  will  be  discontinued 
or  decreased.  What  is  more  likely  is  a  modest  annual  increment,  but 
pressure  for  expeditious  "completion"  of  the  interstate  system  is  likely 
to  contain,  or  at  least  hold  to  a  minimum,  demands  for  increases  in 
ABC  apportionments.  Modest  increases,  say  $25  million  a  year  in  the 
national  total,  would  yield  California  only  about  $1.5  million,  and 
while  this  accretion  might  be  cumulative  it  could  easily  be  offset  by 
increases  in  highway  costs  (a  subject  that  will  be  considered  later). 

It  has  also  been  assumed  that  the  Federal  Government  will  continue 
its  program  of  financing  the  interstate  system,  and  will,  within  the  full 
term  of  the  21  years  considered  here,  provide  sufficient  funds  to  pay 
upwards  of  90  percent  of  the  total  estimated  cost  of  interstate  highways 
in  California.  As  explained  earlier,  this  would  appear  to  require  either 
increases  in  federal  highway-user  taxes  or  a  stretch-out  of  the  program. 
One  way  or  the  other,  it  is  assumed  that  California  will  receive  $2.7 
billion  for  interstate  highways  between  1960  and  1980. 

The  distribution  of  the  total  highway  income  is  shown  in  the  second 
part  of  Table  2.  After  taking  out  estimates  for  tax  collection  and  costs 
of  the  Motor  Vehicle  and  Highway  Patrol  Departments,  it  is  estimated 
that  $18.2  billion  will  remain  for  highway,  road,  and  street  purposes. 
On  the  basis  of  present  laws,  that  is  to  say,  ivith  no  change  in  appor- 
tionments to  counties  or  cities,  about  $4.5  billion  will  be  distributed  to 
local  government  over  the  21-year  period.  The  remainder  of  $13.7 
billion  will  be  available  for  state  highway  purposes. 

Estimates  of  the  probable  uses  of  these  state  highway  funds  over  the 
years  under  present  laws  are  shown  in  Table  3. 

TABLE  3 

ESTIMATED   EXPENDITURES   FOR   STATE    HIGHWAYS    IN   CALIFORNIA, 

1959-60  TO    1979-80 

10  years         10  years         21 -year 
1959-60         1961-70         1911-80  totals 

(millions)      (millions)      (millions)      (millions) 

n^lr'^iSi""!!!"'- 553.4  $694.6  $1,188.5  $1,936.5 

Toll  bridge  maintenance 2.2  38.9  65.1  m.^ 

Minor  improvements 7.5  75.5  75.5  158.5 

Major  construction  and  ^  „^-,  „  .,  -,  ^nr,  i 

rights-of-way    (inc.   eng.)    497.0  5,378.9  5,651.2  11,527.1 

$560.1        $6,187.9         $6,980.3       $13,728.3 

The  estimates  indicate  that  the  State  will  have  available  for  major  high- 
way construction  and  rights-of-way  about  $11.5  billion  for  the  21  years 
to  1980.  The  Highway  Division's  estimate  of  needs  on  the  presently 
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existing  State  Highway  System  totals  $9.5  billiou  to  1980.  Thus,  it 
would  appear  that  a  surplus  of  funds  will  be  available.  And  this  leads 
us  again  to  consideration  of  the  financial  feasibility  of  the  California 
Freeway  System. 

COMPARISON  OF  COST  AND  REVENUE  ESTIMATES 

It  will  be  recalled  that  the  estimate  cost  of  the  California  Freeway 
System  is  $10.5  billion.  Of  this  amount,  approximately  $8.7  billion  rep- 
resents highways  that  are  now  in  the  State  Highway  System.  In  addi- 
tion, there  are  3,700  miles  of  state  highways  that  are  not  included  in 
the  freeway  system,  on  which  the  estimated  deficiencies  are  $861  mil- 
lion. Not  included  in  the  State  Highway  System  but  included  in  the 
proposed  freeway  sj'stem  are  1,519  miles  of  proposed  freeways  esti- 
mated to  cost  $1.8  billion.  These  figures  may  be  summarized,  as  follows : 

Costs 
Miles  (mUUons) 

State  highways  in  the  freeway  system 10,722         $8,697.6 

State  highways  not  in  the  freeway  system 3,684  864.4 

Total 14,406         $9,562.0 

Roads  and  streets  in  the  freeway  system  but 

not  now  in  the  State  Highway  System 1,519  1,799.7 

Total 15,925       $11,.361.7 

Inasmuch  as  total  costs  of  the  freeway  system  and  other  state  high- 
ways is  $11.4  billion  and  the  earlier  revenue  estimates  indicated  $11.5 
billion  available  for  major  construction,  it  appears  that  the  total  pro- 
gram can  be  financed  by  1980,  granted  all  of  the  assumptions.* 

There  was  no  direct  implication  in  Senate  Concurrent  Resolution  No. 
26  that  miles  of  highway  selected  for  inclusion  in  the  California  Free- 
way System  should  become  a  part  of  the  State  Highway  System ;  but 
this  is  one  of  the  alternatives — perhaps  the  foremost — to  be  considered. 
For  at  least  one  objective  of  the  freeway  system  study  was  to  resolve 
the  vexing  problem  of  additions  to  the  state  system  that  has  been  before 
the  Legislature  for  some  years.  Moreover,  while  it  is  theoretically  pos- 
sible that  a  special  scheme  of  appropriation  to  take  care  of  segments 
of  the  freeway  system  not  in  the  state  system  might  be  worked  out,  it 
is  more  than  likely  that  an  apportionment  formula  would  be  needed  to 
satisfy  legislative  requirements.  The  latter  Avould  pose  such  fornddable 
political  problems  that  the  freeway  system  concept  might  well  be 
defeated.  And  even  if  a  satisfactory  formula  could  be  devised  and 
adopted  by  some  political  legerdemain,  there  is  still  question  as  to 
whether  or  not  local  governments  could  successfully  locate  and  con- 
struct modern  freeways  as  segments  of  an  overall  system  in  our  more 
complicated  metropolitan  areas.  All  in  all,  it  seems  clear  that  if  the 
Legislature  wishes  to  implement  the  freeway  system  concept  the  only 
immediately  practical  solution  is  to  add  the  necessary  mileage  to  the 
highway  plant  for  which  the  State  itself  will  be  fully  responsible. 

The  data  reviewed  here  suggest  that  this  course  of  action  is  finan- 
cially feasible.  As  a  matter  of  fact,  no  changes  in  existing  levels  of 
highwaj^   financing   would  be   required    (other   than   continuation   of 

*  The  small  excess  (less  than  2  percent)  should  not  be  a  consideration  in  fiscal  plan- 
ning in  view  of  the  speculative  nature  of  both  long-range  revenue  and  cost  esti- 
mates. 
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present  tax  rates).  Pleasant  as  it  might  be  to  conclude  this  part  of  the 
report  on  such  an  optimistic  note,  candor  requires  us  at  this  point  to 
raise  certain  additional  considerations. 

No  Surplus 

The  analysis  indicates  that  while  present  state  hipfhways  and  mi]eaf3:e 
which  might  be  added  thereto  in  order  to  round  out  the  California 
Freeway  System  can  be  financed  in  21  years,  there  will  be  no  surplus 
revenues  at  present  tax  rates.  That  is  to  say,  there  appears  to  be  no 
leeway  for  additional  apportionments  to  counties  and  cities  for  the 
roads  and  streets  that  are  in  neither  the  freeway  system  nor  the  State 
Highway  System.  That  there  are  local  problems  is  not  to  be  denied; 
however,  the  entire  matter  of  local  road  and  street  financing  will  bo 
taken  up  in  a  later  chapter. 

State  Needs  to  1970 

The  healthy  condition  indicated  for  the  entire  period  to  1980,  tends 
to  obscure  the  true  state  highway  situation  as  it  will  exist  for  the  next 
decade  or  so. 

The  Division  of  Highways  has  prepared  an  analysis  of  highway 
needs  not  only  to  1980,  but  also  to  1970  at  our  request.  This  study 
indicates  that  needs  to  1970  total  $7.6  billion  for  the  state  highway 
s.ystem  and  the  added  freeways ;  for  the  period  following  1970  accruing 
needs  will  total  $3.8  billion.  Available  funds  for  highway  construction 
through  1970  are  estimated  at  $5.9  billion.  Thus,  it  will  be  seen  that 
for  the  11  years  to  1970  only  about  77  percent  of  estimated  needs  can 
be  financed.  This,  despite  the  fact  that  nearly  all  the  federal  funds 
needed  for  financing  the  interstate  system  are  anticipated  prior  to  1970. 

Future  Costs 

It  cannot  be  emphasized  too  strongly  that  the  estimates  of  costs  are 
based  on  1958  price  levels.  In  1952  it  was  pointed  out  the  Joint  Fact- 
finding Committee  on  Highways  that,  over  the  long  run,  inflationary 
pressures  built  into  the  present  economy  would  be  likely  to  drive  high- 
way costs  up.  The  fact  is  that  the  California  highway  construction  cost 
index  for  the  year  1957  is  17.5  percent  higher  than  the  comparable 
index  for  1951. 

There  appears  to  be  as  much,  perhaps  more,  reason  in  1958  as  there 
was  in  1952  to  anticipate  upward  pressures  on  highway  costs  over  the 
long  run.*  Particularly  is  this  likely  to  be  the  case  for  right-of-way 
costs,  for  the  very  impact  of  the  population  growth  that  is  anticipated 
will  have  a  material  influence  on  land  prices. 

Unfortunately,  whatever  else  may  be  said  to  commend  higliv/ay- 
user  taxation,  it  has  a  singular  weakness  in  that  the  various  tax  rates 
and  bases  do  not  automatically  respond  to  changes  in  price  levels. 
Whereas  income  and  sales  taxes,  even  propert}^  taxes  to  a  lesser  extent, 
have  value  bases  that  react  to  inflation,  motor  fuels  taxes  are  based  on 
gallons  and  vehicle  fees  on  numbers  of  vehicles  and  their  weights,  t 
The  result  is  that  while  user  taxes  respond  admirably  to  changing 


*  It  is  recognized,  of  course,  that  there  wiU  be  important  annual  fluctuations. 

t  It  may  be  noted  that  the  g'rruss  receipts  tax,  as  an  exception,  is  quite  respor.sive  to 
price  level  changes,  but  this  fact  in  itself  has  created  additional  disparities  in 
burdens  between  for-hire  and  other  highway  carriers  under  the  present  tax  struc- 
ture. 
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volumes  of  highway  traffic,  they  do  not  vary  directly  with  changes  in 
highway  costs.  Even  so,  it  does  not  seem  feasible  nor  desirable  to  alter 
the  basic  characteristics  of  highway-user  taxes.  The  alternative  bases 
that  might  be  selected,  snch  as  values  of  vehicles  or  prices  of  motor  fuel, 
would,  at  best,  bear  a  loose  and  indirect  relationship  to  highway  costs 
and  might  well  worsen  the  existing  relationship  between  user  revenues 
and  traffic  volumes. 

The  better  approach  would  seem  to  be  to  recognize  the  cost  prob- 
lem, and,  through  periodic  review,  to  make  changes  in  rates  of  user 
taxation  when  appropriate.  In  this  connection,  it  should  be  clearly 
understood  that  a  change  in  rates  from  time  to  time  does  not  necessarily 
mean  a  change  in  the  eifective  tax  burdens.  As  a  concrete  example,  in 
1938  the  gasoline  tax  rate  was  3  cents  per  gallon  in  California,  but  per 
capita  income  in  the  State  at  the  time  was  $765;  in  1958  when  the 
gasoline  tax  rate  was  6  cents — 100  percent  more  than  in  1938 — per 
capita  income  had  increased  to  $2,513,  an  increase  of  228  percent. 
Gasoline  tax  collections  amounted  to  0.93  percent  of  personal  income 
in  1938,  but  in  1957  though  the  tax  rate  had  been  doubled  gasoline  tax 
collections  were  approximately  0.84  percent  of  personal  income. 

Looking  to  the  future,  if  highway  costs  increase  as  anticipated,  it  is 
not  unlikely  that  tax  rate  increases  will  be  required  from  time  to  time 
to  finance  the  highway  program  as  it  has  been  presented  here.  But  this 
will  not  necessarily  mean  that  the  burden  of  carrying  the  program  will 
be  greater,  because  it  is  probable  that  income,  as  well  as  prices,  will 
also  have  risen. 

SUMMARY  AND  CONCLUSIONS 

It  has  been  shown  here  that  the  California  Freeway  System  and 
state  highways  not  in  the  freeway  system  can  be  financed  by  1980 
according  to  cost  and  revenue  estimates.  This  can  be  done  without 
increases  in  state  user  taxes  and  without  disturbing  the  present  basis 
of  apportionment  of  funds  for  county  roads  and  city  streets.  It  will 
be  necessary  to  continue  highway-user  tax  rates  at  present  levels. 

In  view  of  the  financial  feasibility,  it  is  recommended  that  the 
Legislature  add  to  the  State's  responsibility  those  segments  of  the 
freeway  system  that  are  not  now  in  the  State  Highway  Sj^stem.  With 
such  modifications  in  the  department's  proposal  as  the  joint  committee 
finds  to  be  warranted,  it  is  suggested  further  that  the  freeway  system 
to  be  established  within  the  State  Highway  System  by  declaration  of 
legislative  intent,  but  that  provision  be  made  for  the  simultaneous 
financing  of  needs  in  the  freeway  system  and  on  other  state  highways. 
Provision  should  be  made  for  periodic  review,  not  only  to  adjust  the 
State's  highway  plan  to  emerging  demands,  but  also  to  keep  the  rev- 
enue structure  consonant  with  changing  cost  levels. 

In  the  following  section  the  possible  effects  of  these  proposals  on 
the  geographic  distribution  of  highway  construction  funds  and  the 
controlling  legislative  formulas  are  explored. 


III.     THE  GEOGRAPHIC  DISTRIBUTION  OF 
HIGHWAY  NEEDS 

In  California  highway  affairs,  the  budgeting  of  funds  for  state  high- 
way purposes  is  left  largely  to  the  State  Highway  Commission,  com- 
posed of  seven  appointees  of  the  Governor,  including  the  Director  of 
Public  Works.  However,  California  is  a  large  and  diversified  state.  It  is 
rural  and  urban;  mountain  and  desert.  It  has  large  cities  and  almost 
primitive  areas.  Its  major  centers  of  influence,  the  Bay  area  and  the 
Los  Angeles  metropolitan  area  are  almost  400  miles  apart. 

The  Legislature,  organized  geographically  as  to  the  Senate  and  on  a 
population  basis  as  to  the  Assembly,  has  seen  fit  to  exercise  a  degree 
of  control  over  the  state  highway  budget  designed  to  assure  a  geo- 
graphical distribution  of  construction  funds.  It  is  the  intent  of  this 
section  to  appraise  the  legislative  formulas  governing  the  state  highway 
construction  program  in  the  light  of  the  current  setting  and  the  pro- 
posed freeway  system. 

THE  NORTH-SOUTH  DIVISION  OF  FUNDS 

The  Ijegislature  for  more  than  a  quarter  century  has  provided  for 
an  annual  division  of  the  state  highway  funds  available  for  rights-of- 
way  and  construction  between  Northern  and  Southern  California.*  The 
last  basic  change  in  the  formula  was  made  in  the  Collier-Burns  High- 
way Act  of  1947.  Prior  to  that  time  the  formula  was  complicated  by 
considerations  of  primary  and  secondary  state  highway  mileage,  but  the 
practical  effect  was  a  division  of  approximately  51  percent  to  the  north 
and  49  percent  to  the  south.  In  1947  the  distinction  between  primary 
and  secondary  state  highways  was  abolished,  and  a  straight  percentage 
distribution  of  45  percent  to  the  north  and  55  percent  to  the  south  was 
adopted,  t 

The  problem  of  division  of  funds  has  been  troublesome.  The  south 
sometimes  looks  to  its  motor  vehicle  registrations  (61  percent  of  the 
State's  total)  and  to  its  probable  generation  of  highway  revenues  as 
justification  for  a  larger  allocation  of  funds.  The  north  argues  for  a 
transportation  system  approach  in  which  state  highway  needs  would 
be  met  proportionately  in  all  parts  of  the  State;  and  with  its  greater 
area  and  more  difficult  construction  problems  the  north's  needs  appear 
to  be  more  than  proportionate  to  their  vehicle  registrations.  The  south 
emphasizes  its  tremendous  volumes  of  local  traffic ;  the  north  points  out 
the  substantial  volumes  of  interarea  movements  of  people  and  goods. 
The  45-55  split  adopted  in  1947  was  in  the  nature  of  a  compromise 
between  these  opposing  points  of  view. 

•  The  southern  13  counties  are  Imperial,  Inyo,  Kern,  Los  Angeles,  Mono,  Orange, 
Riverside,  San  Bernardino,  San  Diego,  San  Luis  Obispo,  Santa  Barbara,  Tulare, 
and  Ventura.  The  remaining  45  counties  of  California  are  in  the  northern  area. 

t  For  simplicity,  certain  complications  of  the  formula  are  not  considered  in  detail. 
For  example,  honor  camp  construction  is  not  subject  to  the  formula,  but  the 
grant  of  state  funds  to  counties  to  match  their  federal-aid  secondary  apportion- 
ments is  part  of  the  north-south  division. 

(47) 
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Questions  now  arise  as  to:  (1)  the  appropriateness  of  this  division 
of  funds  under  present  conditions;  and  (2)  the  potential  effect  of 
adoption  of  the  California  Freeway  System  with  the  probable  addition 
of  mileage  to  the  State  Highway  Sj'stem. 

In  order  to  analyze  this  problem  the  Division  of  Highways  has  pre- 
pared for  the  joint  committee  estimates  of  needs  on  the  State  Highway 
System  broken  down  among  interstate  highways,  state  highways  in  the 
California  Freeway  Sj'stem,  other  state  highways,  and  nonstate  high- 
ways in  the  California  Freeway  System. 

In  fiscal  planning  it  is  essential  to  give  consideration  to  priorities, 
and  accordingly  the  division  has  been  requested  to  break  its  estimates 
down  between  those  needed  prior  to  1971  and  those  to  be  financed  at  a 
later  time  (by  1980).  In  considering  the  impact  of  a  budgeting  formula 
it  is  appropriate  to  consider  the  lO-j'ear  estimate  (to  1970),  bearing 
always  in  mind  the  clear  necessity  of  periodic  review  of  the  entire 
program.  Table  4  shows  the  results  of  this  analysis. 

There  is  a  remarkable  correlation  between  the  needs  estimates  and 
the  present  legislative  provision  for  division  of  the  funds.  As  a  matter 
of  fact,  it  is  one  that  is  clearly  within  the  tolerances  that  must  be  al- 
lowed for  inaccuracies  in  what  must  necessarily  be  speculative  estimates 
of  costs  over  a  lO-j^ear  period.  It  will  be  seen  that  within  the  10  years 
even  with  the  inclusion  of  mileage  of  the  freeway  system  the  north  has 
46  percent  of  the  needs  and  the  south  54  percent. 

TABLE  4 

ESTIMATED    HIGHWAY    NEEDS   TO    1970 

Percentage  Distribution  Between  North  and  South 

'Northern  Southern 

California  California 

(Percent)  (Percent) 

Interstate   highways 44.38  55.62 

Other  state  highways 

In  freeway  system 48.66  51.34 

State  highways 

Not  in  freeway  system 47.42  52.58 

Routes  in   freeway   system 

Not  in  state  system 34.78  65.22 

All    state    highways    47.00  53.00 

Freeway    system    only    46.01  53.99 

Freeway  system    (with  added  mileage)    and 

other    state    highways    46.07  53.03 

Although  it  has  been  estimated  that  sufficient  revenue  may  be  avail- 
able to  finance  the  California  Freeway  System  and  other  state  high- 
ways by  1980,  it  bears  repeating  that  during  the  period  to  1970  only 
about  77  percent  of  the  10-year  needs  would  be  financed  on  a  state- 
wide basis.  In  the  north  the  figure  would  be  75  percent,  while  in  the 
south  it  would  be  79  percent  under  the  present  45-55  division.* 

In  light  of  these  data,  it  is  recommended  that  no  change  be  made 
in  the  present  formula  for  division  of  money  between  Northern  and 
Southern  California.  Both  fact  and  principle  suggest  that  the  decision 

*  It  should  be  said  that  the  proportion  of  needs  in  the  south  will  increase  in  the 
period  following  1970  according  to  present  estimates  of  cost  if  the  proposed  addi- 
tion are  made  to  the  State  Highway  System.  It  may  be  added  that  a  considerable 
time  will  be  involved  in  absorbing  added  mileage,  drawing  up  preliminary  plans, 
locating  the  routes  precisely,  and  acquiring  rights-of-way,  before  actual  construc- 
tion can  begin. 
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of  1947  is  still  reasonable ;  and  this  conclusion  holds  for  the  present 
whether  or  not  mileage  of  iionstate  highways  in  the  freeway  system 
is  added  to  the  state  system. 

THE  EFFECT  OF  ADDITIONS  TO  THE  STATE  SYSTEM 

If  it  may  be  assumed  that  no  change  is  to  be  made  in  the  north-south 
allocation  of  construction  funds,  then  the  addition  of  mileage  to  the 
State  Highway  S^^stem  can  affect  only  the  internal  distribution  of 
funds  within  the  two  areas  of  the  State. 

An  effort  has  been  made  to  analyze  this  effect  by  comparing  propor- 
tions of  highway  needs  in  each  of  the  counties  as  they  would  exist 
without  additional  mileage  and  as  the  addition  of  mileage  would  change 
them.  Again,  the  needs-to-1970  estimate  has  been  used  as  the  more  ap- 
propriate in  financial  analysis. 

The  changes  are  not  nearly  as  substantial  as  might  have  been  antici- 
pated. Actually,  in  tlie  northern  counties  there  is  a  shift  of  about  3 
percent  in  total,  scattered  among  36  counties  whose  proportions  of 
total  needs  would  decline  with  the  addition  of  mileage,  as  compared 
with  nine  counties  whose  proportions  would  gain  (See  Table  5).  The 
largest  gainer  is  Sacramento  with  a  shift  from  7.063  percent  of  total 
needs  to  8.255  percent  of  the  total  when  the  added  mileage  is  included, 
an  increase  of  1.192.  Santa  Clara's  proportion  reduces  the  most — about 
one-third  of  one  percent.  The  shift  is  even  less  pronounced  on  an  area 
basis  for  some  of  it  is  confined  within  the  Bay  area.  Balancing  in- 
creases and  decreases,  the  Bay  area's  total  percentage  of  Northern 
California's  highway  needs  would  increase  about  1  percent  with  the 
adoption  of  the  freeway  system  and  the  incorporation  of  the  added 
mileage  into  the  state  highway  system. 

In  Southern  California  the  internal  shift  of  proportionate  needs 
among  counties  would  be  approximately  2  percent  with  the  added 
mileage.  Los  Angeles  gains  the  most,  increasing  its  proportion  from 
48.508  percent  to  49.890  percent  an  increase  of  1.382.  For  the  metro- 
politan Los  Angeles  area  (Orange,  Ventura,  and  Los  Angeles  Counties) 
the  net  gain  is  less  than  one-third  of  1  percent,  which,  of  course, 
measures  the  shift  in  proportionate  needs  from  the  other  areas  of  the 
south. 

It  should  be  understood  that  these  comparisons  are  based  on  esti- 
mates of  costs,  with  and  without  the  added  mileage.  Their  significance 
lies  in  the  possible  allocation  of  construction  expenditures  among  the 
counties  should  the  California  Freeway  System  be  adopted.  They  make 
clear  that  the  more  heavily  urbanized  areas  of  the  State  may  be  the 
beneficiaries  of  additions  of  highways  to  state  responsibility,  but  the 
immediate  effect  of  the  additions  is  less  than  many  would  have  thought. 

It  should  be  noted,  too,  that  the  budgeting  of  funds  is  subject  to 
requirements  of  a  legislative  formula  that  presently  has  no  relation- 
ship to  the  comparisons  made  above.  Only  to  the  extent  that  the  high- 
way agency  has  control  over  that  portion  of  funds  not  subject  to  the 
"Mayo"  formula  could  the  addition  of  mileage  influence  the  allocation 
of  funds. 

This  leads  us,  then,  into  a  consideration  of  this  legislative  formula. 
The  bald  statement  can  be  made  at  the  outset  that  on  the  basis  of 
present  data  but  without  change  of  the  underlying  principle,  a  revi- 
sion of  the  Mayo  formula  is  a  matter  of  more  immediate  significance 
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TABLE  5 

ANALYSIS   OF   PROPORTIONS   OF   STATE   HIGHWAY   NEEDS   TO    1970 

IN    INDIVIDUAL   COUNTIES-BASED   ON   STATE   HIGHWAY  SYSTEM, 

WITH   AND   WITHOUT   ADDED   FREEWAY   MILEAGE 


Percent  of 
needs 
1.  Northern  California  (ivithout 

additions) 

Del  Norte 3.960 

Humboldt    3.960 

Lake    .435 

Mendocino    3.012 

Lassen    ,382 

Modoc    .254 

Plumas    .331 

Shasta 3.114 

Siskiyou    2.153 

Tehama .984 

Trinity    .242 

Butte    1.228 

Colusa   .585 

El  Dorado 2.023 

Glenn .559 

Nevada    1.426 

Placer    1.773 

Sacramento    7.063 

Sierra    .101 

Sutter    .981 

Yolo 2.833 

Yuba    .636 

Alameda    11.240 

Contra  Costa .3.886 

Marin    1.928 

Napa    1.246 

San  Francisco 8.757 

San  Mateo 4.972 

Santa  Clara 5.791 

Santa    Cruz    .709 

Sonoma   2.808 

Monterey     2.658 

San  Benito .353 

Fresno     5.090 

Kings    .947 

Madera    .587 

Alpine   .071 

Amador .141 

Calaveras    .133 

Mariposa     .067 

Merced    1.646 

San  Joaquin 5.732 

Solano 2.669 

Stanislaus    1.953 

Tuolumne    .695 

Northern  totals 100.000 


Percent  of 

needs 

Percentage 

Percentage 

(with 

points 

points 

additions) 

decrease 

increase 

1.740 

.106 

3.732 

.228 



.410 

.025 



2.838 

.174 



.359 

.023 

— 

.239 

.015 

.319 

.012 



2.935 

.179 

2.029 

.124 

.927 

.057 

— 

.331 

.089 

1.157 

.071 

.551 

.034 

1.906 

.117 



.527 

.032 

— 

1.343 

.083 

1.777 



.004 

8.255 

1.192 

.095 

.006 



.924 

.0.57 

— 

2.641 

.192 

.599 

.037 

11.931 

.691 

4.219 

__ 

.833 

2.235 

-- 

.307 

1.234 

.012 

8.762 



.005 

5.200 

.228 

5.458 

.333 

.668 

.041 

— 

2.646 

.162 

2..545 

.113 

.332 

.021 

5.164 

.074 

.893 

.054 

— 

..553 

.034 

.067 

.004 



.133 

.008 

.126 

.007 

.063 

.004 

— 

1.552 

.094 

5.575 

.157 

2.515 

.154 

1.840 

.113 

.655 

.040 

— 

100.000 


2.923 


2.923 
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TABLE  5— Continued 

ANALYSIS   OF   PROPORTIONS   OF   STATE   HIGHWAY    NEEDS   TO    1970 

IN    INDIVIDUAL   COUNTIES-BASED   ON    STATE   HIGHWAY   SYSTEM, 

WITH   AND   WITHOUT   ADDED   FREEWAY   MILEAGE 

Percent  of  Percent  of 

needs  needs  Percentage  Percentage 

II.  Southern  California           (without  (with  points  points 

additions)  additions)  decrease  increase 

San  Luis  Obispo .975  .885  .090 

Santa   Barbara    1.948  1.769  .179 

Kern    5.536  5.025  .511 

Tulare   1.394  1.517  __                      .123 

Los  Angeles 48.508  49.890  ^_                   1.382 

Orange    11.956  11.292  .664 

Ventura     4.566  4.172  .394 

Riverside    4.638  4.739  __                      .101 

San    Bernardino    8.081  8.056  .025 

Inyo .210  .191  .019 

Mono   .270  .244  .026 

Imperial    1.882  1.708  .174 

Sau  Diego 10.036  10.512  __  .476 

Southern  totals 100.000  100.000  2.082  2.082 

with  respect  to  the  geographic  distribution  of  state  highway  construc- 
tion expenditures  than  is  the  question  of  the  proposed  additions  to  the 
state  highway  program.  Whether  or  not  the  additions  are  made  a  revi- 
sion of  the  formula  is  in  order. 


MINIMUM  CONSTRUCTION  GUARANTEES  (THE  MAYO  FORMULA) 

In  addition  to  the  north-south  division  of  state  highway  construc- 
tion funds,  the  Legislature  in  1947  added  the  Mayo  amendment 
(Streets  and  Highways  Code,  Sec.  188.4)  to  the  Collier-Burns  Highway 
Act  which  provides  for  minimum  guarantees  of  construction  expendi- 
tures within  each  county  of  the  two  sections  of  the  State  during  speci- 
fied periods.  These  guarantees  have  no  effect  upon  the  division  of  funds 
between  the  north  and  the  south;  they  are  guarantees  within  the  re- 
spective areas. 

(1)  The  Present  Formula 

The  guarantees  etablished  in  1947  were  based  on  percentages  derived 
from  needs  estimates  on  the  State  Highway  System  prepared  by  the 
Division  of  Highways.  The  percentages  were  to  be  applied  to  a  portion 
of  the  money  available  for  state  highway  construction  in  the  two  areas 
of  the  State — this  portion  has  been  termed  ''frozen"  money.  In  1953 
the  individual  percentage  guarantees  applicable  to  ''frozen"  money 
were  revised  by  the  Legislature  after  considerable  debate,  a  problem 
having  arisen  because  an  up-to-date  statement  of  needs  showed  quite 
different  proportions  of  total  needs  for  most  of  the  counties.  As  one 
example,  San  Francisco  had  18.69  percent  of  total  needs  according  to 
the  estimates  used  in  1947  but  only  9.23  percent  according  to  the  1953 
data.  On  the  other  hand,  Sacramento  had  only  2.99  percent  of  needs 
estimates  in  1947  but  7.11  percent  in  1953.  Ultimately,  a  compromise 
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was  struck  in  1953,  rationalized  on  the  basis  of  a  distinction  between 
"old  money"  (from  existing  tax  rates)  and  "new  money"  (from  the 
tax  rate  increases). 

The  proportions  of  funds  that  have  been  "frozen"  have  been  as 
follows : 

July  1,  1947  to  June  30,  1952 50% 

July  1,  1952  to  June  30,  1955 60% 

July  1,  1955  to  June  30,  1958 65% 

July  1,  1958  to  June  30,  1963 65% 

The  remaining  "free  money"  has  been  available  for  budgeting  by  the 
highway  agency  without  regard  to  the  minimum  guarantees,  and  was 
designed  to  permit  flexibility  in  the  program.  The  1947  percentages  of 
needs  were  used  for  minimum  county  guarantees  for  the  first  two 
periods  listed  above.  The  percentages  devised  as  a  compromise  in  1953 
have  been  used  since. 

It  is  the  writer's  considered  view  that  the  Mayo  formula  has  served 
a  useful  purpose  in  advancing  California's  highway  program  by 
guaranteeing  to  all  sections  of  the  State  a  minimum  rate  of  progress 
in  elimination  of  critical  highway  needs.  But  it  is  becoming  increasingly 
apparent  that  a  continuation  of  the  formula  in  its  present  form  would 
seriously  distort  the  future  highway  construction  program  of  the  State. 

A  number  of  considerations  support  this  view :  The  continued  ex- 
penditure of  highway  funds  guided  in  major  degree  by  a  1946  list  of 
highway  deficiencies  as  "weighted  into"  a  1952  list  (which  itself  is  out- 
dated) utterly  fails  to  acknowledge  changing  conditions  within  the 
State. 

First,  it  gives  no  consideration  to  the  dynamic  economy  of  California 
and  the  differences  in  rates  of  growth  and  their  impact  on  highway 
needs.  The  industrial  growth  of  the  Sacramento  area  and  the  rapid 
development  of  Orange  County  are  but  two  of  many  examples  that 
might  be  cited.  Neither  does  the  rigid  formula  give  recognition  to  past 
expenditures  of  both  "frozen"  and  "free"  money  which  may  already 
have  eliminated  a  large  part  of  the  deficiences  upon  which  the  guar- 
antees were  originally  based.  As  one  example,  the  Division  of  Highways 
spent  several  times  the  required  minimums  in  Modoc  County  for  a 
period  of  years  to  eliminate  deficiencies  at  a  faster  rate  than  in  other 
counties;  yet  the  minimum  guarantees  continue  to  operate  as  if  these 
expenditures  had  not  been  made. 

Second,  the  enactment  of  the  Federal-Aid  Highway  Act  of  1956 
has  injected  new  problems  into  the  budgeting  of  highway  funds.  As 
the  formula  now  stands,  the  minimum  guarantees  are  calculated  in 
reference  to  a  base  that  includes  federal  aid.  With  the  large  sums  now 
becoming  available  the  base  is  much  larger.  It  is  one  thing  to  find 
economical  expenditures  in  all  counties  when  the  highway  construction 
program  is  comparatively  small  in  relation  to  highway  deficiences; 
when  working  with  a  more  adequate  financing  program,  such  as  we 
now  have,  legal  requirements  adopted  under  quite  different  conditions 
may  result  not  merely  in  inequities  but  also  in  serious  diseconomies. 
A  calculation  for  one  county  in  California  indicates  the  present  for- 
mula if  continued  to  1970  would  require  minimum  expenditures  of 
five  times  its  total  estimated  highway  needs  to  1970. 
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The  enlarged  federal  prog-ram  has  also  given  rise  to  problems  of 
matching  federal  aid  while  still  complying  with  the  requirements  of 
the  legislative  formulas.  It  should  also  be  noted  that  the  higher  stand- 
ards of  the  interstate  system  as  required  by  the  Federal  Government 
have  changed  the  relative  needs  of  the  several  counties.  And,  finally, 
the  rapid  rate  of  expenditure  on  the  interstate  system  will  result  in 
early  elimination  of  a  major  share  of  deficiencies  in  certain  counties 
with  the  result  that  their  minimum  guarantees  should  be  adjusted 
accordingly. 

These  are  not  merely  academic  points.  We  previously  referred  to 
estimates  of  needs  as  estimated  for  the  State  Highway  System  and 
portions  of  the  freeway  system  not  now  in  the  State  Highway  System. 
The  needs-to-1970  estimate  indicates  that  the  combined  total  for  the 
nine  counties  of  the  Bay  area  is  42.353  percent  of  northern  needs 
(41.337  percent  for  the  State  Highway  System  alone),  but  the  guaran- 
tees for  the  nine  counties  total  53.087  percent.  Within  the  Bay  area, 
San  Francisco  has  8.762  percent  of  needs  but  a  guarantee  of  15.161 ; 
Alameda  County  has  needs  of  11.931  percent,  a  guarantee  of  18.610 
percent.  The  total  guarantee  for  the  four  northwestern  counties  (Del 
Norte,  Humboldt,  Mendocino,  and  Lake)  amounts  to  6.395  percent  of 
northern  "frozen"  funds,  but  their  10-year  needs  estimate  is  8.720 
percent  of  the  northern  total. 

In  the  south,  the  Los  Angeles  guarantee  is  52.641  percent  of  "frozen" 
money,  but  the  needs  estimates,  including  nonstate  highways  on  the 
freeway  system,  is  only  49.890  percent.  Imperial  County's  guarantee 
is  1.505  percent;  its  needs  are  1.708  percent. 

Many  other  anomalies  could  be  cited  from  the  data  given  in  Table  6, 
but  perhaps  this  is  enough  of  a  shock  to  those  who  have  always  re- 
garded the  Mayo  formula  as  a  devise  invented  primarily  for  protection 
of  the  "little"'  counties. 

(2)  Possible  Solufions 

Perhaps  the  best  solution  of  all,  from  the  academic  viewpoint  at  least, 
would  be  to  eliminate  county  guarantees  entirely,  leaving  it  entirely  to 
the  discretion  of  the  highway  commission  to  formulate  the  construction 
budget  for  each  of  the  two  areas  of  the  State.  This  is  not  entirely  un- 
reasonable as  it  was  the  practice  followed,  apparently  without  dire  con- 
sequence, prior  to  1947.  It  seems  probable,  however,  that  the  Legisla- 
ture will  insist  upon  some  form  of  budget  control  on  a  geographic  basis. 

In  this  event,  a  number  of  possible  solutions  are  available.  The 
simplest  in  concept,  if  not  in  practical  politics,  would  be  a  recalculation 
of  percentage  guarantees  based  upon  current  estimates  of  needs — the 
very  principle  on  Avhich  the  original  formula  was  founded.  Such  a  re- 
calculation made  only  for  the  existing  State  Highway  System  would 
indicate  a  shift  of  19  percentage  points  among  the  northern  counties 
and  almost  11  percentage  points  among  counties  in  the  south.  If  addi- 
tional freeways  are  added  and  the  formula  recalculated,  there  would 
still  be  a  shift  of  almost  19  percentage  points  in  the  north  and  more 
than  nine  in  the  south.  (See  Table  6.) 

It  has  been  suggested  in  some  quarters  that  it  might  be  appropriate 
to  exclude  interstate  system  funds  from  application  of  legislative  for- 
mulas on  the  ground  that  the  program  is  being  entirely  financed  under 
requirements  set  down  by  the  Federal  Government.  In  this  event,  it 
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TABLE  6 

An  Analysis  of  State  Highway  Needs  to  1970 

(Including  Added  Freeway  Mileage)  Compared  to  Construction 

Guarantees  for  Counties 

nighway 
needs 

percent         Percentage  "Needs  Needs 

of  total          guarantees  greater  less 
I.    Northern  California 

Del  Norte 1.740  .536  1.204 

Humboldt    3.732  2.825  .907 

Lake    .410  .553  __                 .143 

Mendocino 2.838  2.481  .357 

Lassen .359  .428  __                 .069 

Modoc    .239  .482  __                 .243 

Plumas    .319  .469  __                 .150 

Shasta 2.935  1.836  1.099 

Siskiyou    2.029  1.447  .582 

Tehama .927  1.060  __                 .133 

Trinity    .331  .384  __                  .053 

Butte 1.157  1.206  —                 .049 

Colusa   .551  .489  .062 

El   Dorado    1.906  .750  1.156 

Glenn .527  .493  .034 

Nevada    1.343  1.127  .216 

Placer    1.777  1.642  .135 

Sacramento 8.255  4.526  3.729 

Sierra    .095  .232  __                 .137 

Sutter    .924  .621  .303 

Yolo 2.641  2.122  .519 

Tuba    .599  .693  __                 .094 

Alameda    11.931  18.610  __               6.679 

Contra  Costa 4.219  4.682  __                  .463 

Marin    2.235  1.562  .673 

Napa    1.234  .693  .541 

San  Francisco 8.762  15.161  __               6.399 

San  Mateo 5.200  3.845  1.355 

Santa  Clara 5.458  4.184  1.274 

Santa  Cruz .668  1.371  __                 .703 

Sonoma 2.646  2.979  __                  ..3.33 

Monterey 2.545  2.801  __                 .256 

San  Benito .332  .450  __                 .118 

Fresno 5.164  3.103  2.061 

Kings .893  .671  .222 

Madera    .553  .894  __                 ..341 

Alpine   .067  .332  __                 .265 

Amador .133  .603  __                 .470 

Calaveras ,126  ..555  __                 .429 

Mariposa .063  .626  __                 .563 

Merced 1.552  2.007  __                 .455 

San   Joaquin    5.575  3.272  2.303 

Solano 2.515  2.354  .161 

Stanislaus 1.840  2.147  __                 .307 

Tuolumne    .655  .696  __                 .041 

Northern  totals 100.000  100.000  18.893             18.893 
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TABLE  6— Continued 

AN  ANALYSIS  OF  STATE   HIGHWAY  NEEDS  TO   1970 

(Including  Added  Freeway  Mileage)  Compared  to  Construction 
Guarantees  for  Counties 

Highxcay 
needs 

percent  Percentage  Heeds             Needs 

of  total  guarantees  greater               less 
II.    Southern  California 

San  Luis  Obispo .885  3.585                    2.700 

Santa  Barbara 1.769  4.556                    2.787 

Kern    5.025  5.043  __                 .018 

Tulare 1.517  2.586  __              1.060 

Los  Angeles 49.890  52.641  __              2.751 

Orange 11.292  7.467  3.825 

Ventura 4.172  3.656  .516 

Riverside 4.739  4.694  .045 

San  Bernardino 8.056  6.371  1.685 

Inyo .191  .312  __                 .121 

Mono  .244  .343  __                 .099 

Imperial    1.708  1.505  .203 

San  Diego 10.512  7.241  3.271 

Southern  totals 100.000  100.000  9.545  9.545 

would  be  necessary,  of  course,  to  establish  new  percentages  for  mini- 
mum guarantees  applicable  to  the  remaining,  noninterstate  system 
funds,  inasmuch  as  the  present  formula  was  calculated  in  reference  to 
the  total  State  Highway  System,  including  mileage  and  needs  in  the 
interstate  system. 

In  principle,  the  differences  between  exclusion  and  inclusion  of  the 
interstate  system  in  a  new  calculation  of  guarantees  would  not  be  too 
material.  The  former  would  give  the  highway  agency  greater  latitude 
in  completing  the  interstate  system,  but  problems  would  continue  as 
long  as  the  north-south  division  of  funds  had  also  to  be  considered. 
Moreover,  percentages  exclusive  of  the  interstate  system  would  not  re- 
fleet  the  full  expectations  of  the  individual  counties  and  might  be  diffi- 
cult to  explain.  For  example,  percentage  guarantees  based  on  non- 
interstate  state  highways  and  freeways  would  be  as  follows  for  selected 
individual  counties: 

The  Freeway  System  and  Other  State  Highways 

Needs  Needs 

excluding  including 

interstate  interstate     Present 

highways  highways      formula 

(percent)  (percent)   (percent) 

Alameda    12.002  11.931  18.610 

Sacramento 5.680  8.2.55  4.526 

San  Francisco 3.785  8.762  15.161 

Siskiyou    .567  2.029  1.447 

Humboldt    5.616  3.732  2.825 

It  may  be  seen  that  both  San  Francisco  and  Sacramento  Counties 
have  large  needs  on  the  interstate  system;  noninterstate  highways  are 
of  greater  relative  importance  in  Alameda  County.  Similar  relationships 
hold  between  Siskiyou  and  Humboldt  Counties.  To  exclude  the  interstate 
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system  would  give  the  Legislature  no  geographic  coutrol  over  a  very 
large  segment  of  the  California  highway  construction  budget  in  the 
decade  ahead.  But  the  larger  question  is  whether  or  not  it  would  be 
desirable  once  again  to  freeze  into  the  law  a  set  of  percentages  for 
individual  county  guarantees,  whether  or  not  they  had  application  to 
the  interstate  system  funds. 

(3)  A  Recommended  Approach 

The  writer  suggests  an  alternative  course  of  action  for  consideration 
by  the  joint  committee  and  by  the  Legislature.  It  is  believed  that  after 
a  transitional  period  (for  which  ameliorative  measures  are  proposed), 
a  new  approach  based  on  periodic  reviews  of  needs  will  accomplish  the 
objectives  of  the  Legislature  with  respect  to  geographic  guarantees,  but 
at  the  same  time  will  prevent  possible  diseconomies  and  will  contribute 
to  the  equity  of  the  highway  financing  program. 

In  essence,  the  proposal  is  this : 

Continue  for  the  present  period,  that  is,  to  June  30,  1963,  the  per- 
centages now  specified  in  the  law  for  individual  county  guarantees,  but 
reduce  the  "frozen"  percentage  upon  which  the  guarantees  are  based 
to  45  percent.  Establish  groupings  of  counties  (roughly  in  accord  with 
existing  highway  districts)  and  provide  minimum  guarantees  for  each 
group  based  on  65  percent  of  the  available  funds  for  the  respective 
northern  and  southern  areas.  The  groupings  and  the  suggested  per- 
centages for  minimum  guarantee  are,  as  follows : 

Group  A — Del  Norte,  Humboldt,  Lake,  Mendocino 6.395 

Group  B — Lassen,  Modoc,  Plumas,  Shasta,  Siskiyou, 

Tehama,  and  Trinity 6.106 

Group  C — Butte,  Colusa,  El  Dorado,  Glenn,  Nevada,  Placer, 

Sacramento,  Sierra,  Sutter,  Yolo,  Yuba 13.901 

Group  D — Alameda,  Contra  Costa,  Marin,  Napa,  San 

Francisco,  San  Mateo,  Santa  Clara,  Santa  Cruz,  Sonoma 53.087 

Group  E — Monterey,  San  Benito,  Fresno,  Kings,  Madera 7.919 

Group  F — Alpine,  Amador,  Calaveras,  Mariposa,  Merced,  San 

Joaquin,  Solano,  Stanislaus,  Tuolumne 12. .592 

Total  northern  groups lOO.OOO 

Group  G — San  Luis  Obispo,  Santa  Barbara,  Kern,  Tulare 15.770 

Group  H — Los  Angeles,  Orange,  Ventura 63.764 

Group  I — Riverside,  San  Bernardino,  Inyo,  Mono : 11.720 

Group  J — San  Diego,  Imperial 8.746 

Total  southern  counties 100.000 

The  percentages  shown  above  are  simply  the  sums  of  the  present 
percentage  guarantees  for  the  counties  in  each  group.  The  clear  purpose 
of  the  proposal  is  to  give  greater  flexibility  in  the  budgeting  of  highway 
funds  within  specific  areas.  In  effect,  the  guarantee  for  anj^  individual 
county  may  be  reduced  (as  the  facts  suggest  ought  be  done  in  certain 
cases),  but  for  the  geographical  area  there  would  be  no  change  in  the 
guarantee  during  this  transitional  period.  A  close  examination  of  esti- 
mated needs  in  the  light  of  this  proposal  indicates  that  virtually  all  of 
the  potential  diseconomies  of  the  present  formula  can  be  obviated  by 
the  grant  of  this  additional  flexibilitj'.  The  only  major  exception  is  in 
the  Bay  area  where  it  still  appears  that  guarantees  will  be  out  of  pro- 
portion to  needs,  but  the  highway  agency  by  appropriate  allocation  of 
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''free  money"  to  areas  of  greater  need  and  internal  reallocation  of 
the  county  group  guarantee  within  the  limits  prescribed,  can  develop 
an  economical  and  equitable  program  during  the  transitional  period  to 
June  30,  1963. 

For  the  long  range  it  is  recommended  that  guarantees  be  established 
on  the  basis  of  10-year  needs  estimates  to  be  submitted  to  the  Legisla- 
ture every  four  years  and  to  become  effective  automatically  unless  dis- 
approved by  resolution  of  the  Legislature.  The  schedule  would  be  as 
follows : 

10-year  future  needs  ISleeds  estimate  to 

report  to  he  submitted  govern  minimum 

to  the  Legislature:  guarantees  for  periods: 

January,  1961 July  1,  1963— June  30,  1967 

January,  1965 July  1,  1967— June  30,  1971 

January,  1969 July  1,  1971— June  30,  1975 

January,  1973 July  1,  1975— June  30,  1979 

Such  a  proposal  would  be  consistent  with  the  need  for  periodic  re- 
view of  the  highway  program  which  has  so  forcefully  been  brought 
home  to  the  joint  committee.  It  would  avoid  freezing  into  law  per- 
centages that  have  an  aura  of  sanctity  and  become  thought  upon  as 
vested  rights.  It  would  enable  the  highway  agency  in  preparing  its 
needs  estimates  to  take  full  account  of  tlie  requirements  of  federal  aid 
for  the  ensuing  period.  Yet,  it  should  prevent  any  capricious  action  by 
the  highway  agency  or  the  commission  in  manipulating  annual  budgets 
to  the  advantage  of  particular  sections  of  the  State.  It  is  to  be  noted  that 
the  basis  for  the  formula  would  be  established  two  years  in  advance. 

In  each  case,  the  guarantee  basis  would  be  established  sufficiently  in 
advance  to  permit  the  highway  division  to  undertake  advance  plan- 
ning and  to  draw  up  appropriate  expenditure  programs.  Yet,  it  would 
be  sufficiently  current  to  keep  abreast  of  developments  both  in  respect 
to  changing  economic  conditions  within  the  State  and  to  expenditures 
on  higliways  that  have  already  accomplished  needed  work.  In  this  re- 
spect, the  program  is  not  unlike  that  of  the  Congress  which  proposes 
to  apportion  interstate  funds  on  the  basis  of  periodic  reviews  of  the 
remaining  needs  to  complete  the  National  System  of  Interstate  and 
Defense  Highways. 

Any  percentage  figure  selected  as  a  base  for  the  county  guarantees 
(that  is  to  say,  the  percent  to  be  "frozen")  must  necessarily  be  some- 
what arbitrary.  But,  in  view  of  the  currency  of  the  needs  estimates 
from  which  the  guarantees  would  be  derived,  it  is  believed  that  a  rather 
high  percentage,  perhaps  70  percent,  would  be  entirely  practical. 
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SUMMARY  AND  CONCLUSIONS 
The  basic  findings  of  this  section  of  the  report  are : 

1.  There  is  no  conclusive  basis  in  principle  or  in  fact  for  a  change  in 
the  presesnt  (45-55)  division  of  state  highway  construction  funds  be- 
tween Northern  and  Southern  California.  This  conclusion  holds  for 
the  present  even  though  the  additional  freeway  mileage  is  taken  into 
the  State  Highway  System. 

2.  Within  the  two  respective  areas  of  the  State,  the  adoption  of  the 
additional  mileage  will  not  seriously  disturb  the  proportions  of  highway 
needs  among  the  several  counties. 

3.  The  legislative  formula  providing  for  a  minimum  guarantee  of 
construction  expenditures  in  each  county  must  be  materially  revised  in 
the  near  future  if  serious  diseconomies  and  inequities  are  to  be  avoided. 

To  meet  the  last  point,  it  is  suggested  that  for  the  present  formula 
period  (to  1963)  the  guarantees  for  individual  counties  be  reduced, 
but  guarantees  be  established  for  groups  of  counties.  After  this  transi- 
tional program  it  is  recommended  that  guarantees  be  established  for 
four-year  periods  on  the  basis  of  10-year  needs  estimates  submitted  to 
the  Legislature  two  j^ears  in  advance  of  the  period  for  which  they  are 
to  be  effective. 


IV.     THE  FINANCING  OF  COUNTY  ROADS 
AND  CITY  STREETS 

The  California  Freeway  System  and  other  state  highways  compose 
about  16,000  miles  of  the  total  110,000  mile  road  and  street  plant  of 
the  State.  Approximately  94,000  miles  remain  under  local  jurisdiction. 
As  indicated  earlier,  the  State  has  assumed  a  substantial  burden  in 
assisting  local  governments  in  the  financing  of  local  roads  and  streets 
through  the  subvention  of  user  taxes  and  the  reapportionment  of  fed- 
eral aid  secondary  funds.  Quite  naturally,  the  factors  that  have  given 
rise  to  expansive  needs  on  the  State  Highway  System  have  had  an  im- 
pact on  county  roads  and  city  streets.  Obviously,  too,  the  growth  in 
population  and  the  expansion  of  the  economy  that  is  in  prospect  will 
affect  road  and  street  maintenance  requirements  and  increase  the  need 
for  improvement  of  the  local  systems. 

The  clear  implication  of  the  freeway  system  study  and  the  strong 
theme  of  the  present  fiscal  analysis  is  that  a  continuation  of  the  present 
distribution  of  funds  among  the  State,  counties,  and  cities  and  adoption 
of  the  freeway  system,  including  incorporation  of  those  freeways  not 
now  in  the  state  system,  is  the  most  effective  use  of  the  resources  that 
are  presently  available  for  California's  highways,  roads,  and  streets. 
The  result  would  be  to  give  priority  in  financing  to  the  freeway  system 
and  other  state  highways  on  the  grounds  that  it  is  the  improvement 
of  this  segment  of  the  total  road  plant  that  will:  (1)  provide  the 
greatest  benefit  to  motorists;  and  (2)  do  the  most  to  alleviate  traffic 
problems  on  the  entire  road  plant. 

It  is  to  be  noted  that  adoption  of  the  additional  mileage  that  is  now 
under  their  jurisdiction  would  relieve  local  governments  of  responsi- 
bility for  some  1,500  miles  of  their  more  expensive  facilities  (estimated 
improvement  costs  of  $1.8  billion  for  an  average  of  almost  $1,200,000 
per  mile). 

An  additional  impact  on  local  road  and  street  needs  of  great  potential 
significance  will  be  the  effect  of  rapid  improvement  of  freeways  and 
other  state  highways  on  the  distribution  of  traffic  within  the  total 
plant.  It  is  estimated  that  the  State  Highway  System  presently  carries 
about  46  percent  of  all  traffic  within  the  State ;  it  is  estimated  that  the 
freeway  system  and  other  state  highways  will  carry  more  than  60  per- 
cent of  all  traffic  in  1980. 

None  of  this  is  intended  to  imply  that  county  road  and  city  street 
problems  will  vanish  into  thin  air  with  adoption  of  the  freeway  system 
concept.  On  the  contrary,  there  is  evidence  that  the  adoption  of  the 
proposed  freeway  system  is  just  one  step — but  an  important  first  step- 
in  the  rational  solution  of  the  total  highway  transportation  problem  in 
California. 
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COUNTY  ROAD  AND  CITY  STREET  NEEDS 

In  1957,  the  California  Legislature  published  a  report  of  the  Joint 
Interim  Committee  on  Transportation  Problems  giving  the  results  of  a 
survey  showing  that  the  existing  deficiencies  in  1956  on  county  roads 
totalled  $812  million  and  deficiencies  on  city  streets  totalled  $1,015 
million.  There  was  clear  indication  that  road  and  street  deficiencies  were 
accumulating  each  year  at  a  faster  rate  than  they  were  being  corrected. 
This  conclusion  has  been  fortified  by  more  recent  information. 

The  Division  of  Highways  at  the  request  of  the  joint  interim  commit- 
tee has  tabulated  the  results  of  a  recent  survey  projecting  needs  on 
count}^  roads  and  city  streets  in  California  to  1971  based  on  reports  of 
the  local  governments  themselves.*  Three  major  adjustments  were  made 
in  the  original  data  for  purposes  of  the  present  analysis,  as  follows : 

1.  Eoads  and  streets  which  will  in  the  ordinary  course  of  events  be 
financed  by  subdividers  or  through  special  assessments  were  eliminated 
as  not  part  of  the  financial  responsibilities  of  local  governments. 

2.  Deductions  were  made  for  the  relatively  minor  amounts  of  con- 
struction completed  between  1956  and  1959. 

3.  Needs  as  estimated  for  roads  and  streets  now  under  local  jurisdic- 
tion that  are  included  in  the  California  Freeway  Sj^stem  were  elimi- 
nated. 

On  this  adjusted  basis,  total  needs  of  the  counties  to  1971  add  up  to 
$6  billion,  and  the  comparable  figure  for  cities  totals  $4.5  billion.  A 
breakdo^^^l  is  as  follows : 

Class  of  Counties  Cities  Totals 

roads  or  streets  ($1,000)  ($1,000)  ($1,000) 

Primary  or  major $4,156,582  $3,221,776  $7,378,358 

Secondary 1,885,825  1,304,825  3,190,650 

Totals    $6,042,407  $4,526,601  $10,569,008 

Details  of  the  needs  estimates  are  shown  by  counties  in  Table  7.  Ap- 
proximately two-thirds  of  the  estimated  road  and  street  needs  are  in  the 
southern  counties,  its  percentages  being  56  percent  for  county  roads 
and  80  percent  for  city  streets. 

It  should  be  observed  that  the  needs  estimates  are  based  on  existing 
city  boundaries.  But  it  is  certain  that  a  considerable  shift  in  responsi- 
bility from  counties  to  cities  will  take  place  during  the  next  decade  as 
new  cities  are  incorporated  and  annexations  are  made  to  serve  a  grow- 
ing population  that  is  becoming  increasingly  urbanized. 

*  The  reports  themselves  were  made  in  response  to  the  request  of  the  Federal  Bu- 
reau of  Public  Roads  which  required  such  information  in  its  study  of  highway 
financing  for  the  Congress  as  provided  for  by  Section  210  of  the  Highway  Reve- 
nue Act  of  1956. 
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TABLE  7 

COUNTY   ROAD  AND   CITY  STREET  NEEDS   TO  1971    AS  ESTIMATED 

BY  LOCAL   AUTHORITIES 

County  road  needs  C it;/  street  needs  Totals 

Percent  Percent                          Percent 

Amounts  of  Amounts  of  Amounts  of 

($1,000)  State  ($1,000)  Slate  ($1,000)  State 
Northern  counties : 

Alameda $63,197  1.05  $208,547  4.G1  $271,654  2.57 

Alpine 5,458  .09  __  _  5,458  .05 

Amador    20,347  .34  2,946  .07  23,293  22 

Butte    165,595  2.74  10,345  .23  175,940  1 G6 

Calaveras 6,134  .10  372  .01  6,506  .00 

Colusa 31,200  .52  1,771  .04  32,971  .31 

Contra    Costa 207,547  3.44  44,236  .98  251,783  2  38 

Del   Norte 6,169  .10  751  .02  6,920  ,07 

El  Dorado 104,932  1.74  694  .02  105,626  1.00 

Fresno    349,645  5.78  49,227  1.09  398,872  3.77 

Glenn    47,519  .79  2,708  .06  50,227  .48 

Humboldt 104,992  1.74  12,599  .28  117,591  1.11 

Kings    40,095  .66  9,465  .21  49,560  .47 

Lake   4,357  .07  652  .01  5,009  .05 

Lassen    25,145  .42  354  .00  25,499  .24 

Madera 39,958  .66  6,955  .15  45,913  .44 

Marin 17,946  .30  49,682  1.10  67,628  .64 

Mariposa    14,559  .24  __  __  14,559  .14 

Mendocino   54,312  .89  5,088  .11  59,400  .56 

Merced   105,319  1.74  14,742  .33  120,061  1.14 

Modoc 19,076  .32  1,925  .04  21,001  .20 

Monterey    88,045  1.46  26,291  .58  115,336  1.08 

Napa 22,718  .38  5,063  .11  27,781  .26 

Nevada 53,355  .88  6,428  .14  59,783  .57 

Placer 93,222  1.54  10,690  .24  103,912  .98 

Plumas 26,126  .43  893  .01  27,019  .26 

Sacramento 106,887  1.77  43,485  .96  150,372  1.42 

San   Benito 31,365  .52  1,146  .03  32,511  .31 

San  Francisco 15,396  .25  __  ^_  15,396  .15 

San  Joaquin 82,938  1.37  33,441  .74  116,379  1.10 

San  Mateo 12,971  .21  59,893  1.32  72,864  .69 

Santa  Clara 144,813  2.40  143,794  3.18  288,607  2.73 

Santa  Cruz 9,307  .15  18,017  .40  27,324  .26 

Shasta    26,971  .45  12,850  .28  39,821  .38 

Sierra 23,529  .39  808  .01  24,337  .23 

Siskiyou 28,738  .48  4,350  .10  33,088  .31 

Solano    45,545  .75  19,907  .44  65,452  .62 

Sonoma 68,376  1.13  24,873  .55  93,249  .88 

Stanislaus    130,344  2.15  25,016  .55  155,360  1.47 

Sutter 21,594  .36  1,333  .03  22,927  .22 

Tehama 14,634  .24  4,797  .11  19,431  .18 

Trinity   56,155  .93  __  __  56,155  .53 

Tuolumne 18,433  .31  1,090  .02  19,523  .19 

Yolo    65,662  1.09  6,206  .14  71,868  .68 

Yuba 42,974  .71  8,245  .18  51,219  .48 


Northern  totals__  $2,663,600       44.08        $881,585       19.48     $3,545,185       33.54 
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TABLE  7— Continued 

COUNTY   ROAD   AND   CITY   STREET  NEEDS   TO  1971    AS  ESTIMATED 
BY   LOCAL   AUTHORITIES 

County  road  needs  City  street  needs  Totals 

Percent  Percent  Percent 

Amounts          of  Amounts  of  Amounts  of 

($1,000)       State  ($1,000)  State  ($1,000)  State 
Southern  counties  : 

Imperial $82,778         1.37  $9,185  .20  $91,963  .87 

luvo    20,096           .33  .562  .01  20,658  .20 

Kern 160,514         2.66  39,049  .86  199,563  1.89 

Los  Angeles 1,490,898       24.68  2,878,222  63.58  4,369,120  41.34 

Mono    12,713           .21  __  __  12,713  .12 

Orange   372,065         6.16  152,833  3.38  524,989  4.97 

Riverside    160,859         2.66  97,269  2.15  258,128  2.44 

San  Bernardino   __        709,199       11.74  99,101  2.19  808,300  7.65 

San  Diego 111,969         1.85  274,694  6.07  386,663  3.66 

San   Luis  Obispo__          51,256           .85  24,965  .55  76,221  .72 

Santa  Barbara  ___          66,621         1.10  35,201  .78  101,822  .96 

Tulare 103,538         1.71  12,209  .27  115,747  1.09 

Ventura 36,301           .60  21,726  .48  58,027  .55 

Southern  totals__  $3,378,807       55.92  $3,645,016  80.52  $7,023,823  66.46 

Northern  totals__  $2,663,600       44.08  $881,585  19.48  $3,545,185  33.54 

State  totals  __  $6,042,407     100.00  $4,526,601  100.00  $10,569,008  100.00 


COUNTY  ROAD  AND  CITY  STREET  REVENUE 

Estimates  of  user  taxes  and  federal  aid  that  may  be  expected  to 
accrue  to  cities  and  counties  under  present  state  laws  were  given  in 
Chapter  II.  In  addition,  counties  and  cities  use  traffic  fines  and  for- 
feitures for  road  and  street  purposes,  and  many  of  them  impose  direct 
property  taxes  or  appropriate  general  funds  for  roads  and  streets.  In- 
come from  these  sources  has  been  projected  ahead  on  the  basis  of  factors 
essentially  similar  to  those  adopted  for  user  tax  forecasts,  with  the 
added  assumption  that  local  contributions  would  bear  about  the  same 
relationship  to  user  tax  contributions  for  roads  and  streets  in  the  future 
as  it  has  in  the  recent  past.  It  has  also  been  assumed  that  the  distribu- 
tion of  expenditures  between  maintenance  and  construction  would  con- 
tinue to  approximate  present  proportions.  The  results  of  this  analysis 
are  shown  in  Table  8. 

It  will  be  seen  that  counties  and  cities  together  will  have  about  $1.8 
billion  for  road  and  street  construction  in  the  11  j^ears  ending  in 
1969-70;  in  the  ensuing  10  years  they  will  have  an  additional  $2.7 
billion  for  construction  making  a  total  to  1979-80  of  $4.5  billion.  This 
assumes  no  greater  local  effort  on  the  part  of  counties  and  cities  than 
they  are  presently  exerting  and  no  additional  apportionments  of  state- 
collected  taxes  beyond  what  the  law  now  provides. 
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TABLE  8 

INCOME   AND   EXPENDITURES   FOR   COUNTY   ROAD   AND 
CtTY   STREET   PURPOSES   IN   CALIFORNIA   TO    19E0 

11  Years— (1959-60— 1969-70)  21  Years— (1959-60— 1979-80) 

Counties        Cities  Totals  Counties         Cities  Totals 

($1,000)      ($1,000)      ($1,000)  ($1,000)       ($1,000)      ($1,000) 
Income: 

State  user 

taxes  * $1,203,607  $500,025  $1,703,632  $3,041,139  $1,261,104  $4,302,243 

Federal  aid  __        104,414  ___        104,414       200,634              200,634 

Local  income  _        440,561  1,445,141     1,885,702  1,127,;X)0     3,724,415     4,852,315 

Totals    $1,748,582  $1,945,166  $3,693,748  $4,369,673  $4,985,519  $9,355,192 

Expenditures : 

Administration, 
Maintenance 
and  Miscel- 
laneous          $775,135  $1,100,463  $1,875,598  $1,984,461  $2,836,112  $4,820,573 

Construction  _        973,447        844,703     1,818,150     2,385,212     2,149,407     4,534,619 


Totals    $1,748,582  $1,945,166  $3,693,748  $4,369,673  $4,985,519  $9,355,192 

*  Funds  for  local  grade  separations  have  been  allocated  between  counties  and  cities 
in  proportion  to  a  rough  estimate  of  needs. 

If  one  were  to  accept  at  face  value  tlie  needs  estimates  previously 
cited,  it  would  be  concluded  that  there  is  a  substantial  shortage  of  funds 
in  prospect  for  local  roads  and  streets.  Moreover,  it  seems  unlikely 
that  any  amount  of  discounting  that  might  legitimately  be  done  to  re- 
duce estimates  of  the  ' '  desirable ' '  to  estimates  of  the  ' '  tolerable ' '  could 
erase  the  fact  that  local  governments  are  faced  with  road  and  street 
financing  problems  of  no  little  magnitude. 

STATE  AND  LOCAL  RESPONSIBILITY 

An  approach  to  the  solution  of  these  problems  is  the  joint  concern  of 
the  State  and  its  subdivisions.  It  does  not  necessarily  follow  that  the 
fiscal  responsibility  is  to  be  shifted  to  the  State. 

The  general  consensus  among  specialists  in  highway  finance  is  that 
highwa}^  users,  on  grounds  of  equity  and  sound  economic  principle, 
ought  not  be  called  upon  to  bear  the  total  burden  of  road  and  street 
financing.  In  many  circles,  it  is  felt  that  the  trend  toward  user  financing 
has  already  gone  beyond  appropriate  limits,  especially  for  roads  and 
streets  that  primarily  provide  access  service  and  ordinarily  do  not 
generate  enough  in  user  revenues  to  meet  their  annual  maintenance 
and  construction  costs. 

In  this  regard,  it  is  to  be  noted  that  the  cities  appear  to  do  con- 
siderably more  on  their  own  behalf  than  the  counties.  In  the  1956-57 
Fiscal  Year,  of  the  total  moneys  available  to  cities  for  street  purposes, 
about  56  percent  was  provided  from  local  sources  or  the  motor  vehicle 
"in  lieu"  tax.  An  additional  10  percent  came  from  fines  and  forfeitures. 
The  balance,  about  34  percent  was  provided  by  state-collected  highway 
user  taxes  either  directly  or  as  reapportionments  of  funds  subvened  to 
counties.  Of  the  total  moneys  available  to  counties  in  1956-57  less  than 
14  percent  represented  local  funds  and  the  **in  lieu"  tax;  fines  and 
forfeitures  provided  11  percent;  and  the  balance,  about  75  percent. 
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consisted  of  state  and  federal  moneys.  An  allowance  for  the  reappor- 
tionment of  state  funds  by  counties  to  cities  would  increase  the  local 
county  effort  to  about  16  percent,  exclusive  of  fines  and  forfeitures.* 

These  statewide  totals  fail  to  reveal  the  considerable  variation  in 
local  efforts  among  the  several  jurisdictions.  An  indication  of  the  varia- 
tion is  found  in  the  State  Controller's  report  on  streets  and  roads  for 
the  1956-57  Fiscal  Year.  In  the  case  of  counties,  local  revenues,  includ- 
ing traffic  fines  and  forfeitures,  were  less  than  10  percent  of  road 
revenues  in  18  counties,  but  were  more  than  30  percent  in  12  other 
counties.  Specific  cases  point  up  the  situation  more  dramatically.  In 
1956-57,  Alameda  County  received  $3,335,000  in  state  user  tax  appor- 
tionments ;  it  made  no  contribution  from  local  taxes  for  roads ;  in  con- 
trast Humboldt  County  received  $680,000  of  state-collected  user  taxes, 
but  this  sum  was  far  exceeded  by  local  road  taxes  of  $1,400,000.  Varia- 
tion among  the  cities  is  less  pronounced  but  62  cities  of  the  State's 
338  provided  less  than  half  of  street  money  from  local  sources  in  1956- 
57,  while  60  other  cities  provided  more  than  80  percent  locally. 

THE  EFFECT  OF  STATE  APPORTIONMENT  FORMULAS 

Variations  in  local  effort  such  as  these  are  due  in  part  to  differences 
in  local  circumstances  and  local  decisions  respecting  the  level  of  serv- 
ice desired,  but  they  are  also  attributable  in  considerable  measure  to 
the  capricious  manner  in  which  state  apportionment  formulas  operate. 

The  basis  of  apportionment  of  state  funds  to  counties  in  California 
almost  defies  description  because  one  formula  after  another  has  been 
superimposed  in  the  law.  In  all,  eight  different  formulas  govern  ap- 
portionments from  the  highway  users  tax  fund  to  counties — two  flat 
sum  grants ;  two  legally  specified  percentage  grants ;  three  grants  based 
on  vehicle  registrations;  and  two  in  which  road  mileage  is  a  primary 
factor.  Two  additional  formulas  govern  federal  aid  secondary  reappor- 
tionments and  state  matching  funds  grants.  While  each  formula  has 
historical  background  that  indicates  a  legitimate  purpose  at  the  time 
of  adoption,  it  is  no  exaggeration  to  say  that  the  combined  results  is 
a  hodgepodge  that  bears  little  relationship  to  any  rational  basis  of 
distribution  of  state-collected  user  taxes  among  the  counties. 

To  be  more  specific  82  percent  of  state  user  tax  apportionments  to 
counties  is  distributed  among  them  according  to  motor  vehicle  registra- 
tions, including  vehicles  registered  in  cities.  The  extent  to  which  a 
county  expends  or  shares  funds  for  city  streets  is  a  matter  of  local  dis- 
cretion. Under  the  circumstances  the  fortunate  position  of  Alameda 
County  can  be  readily  understood;  and  the  greater  the  extent  of  in- 
corporation of  a  county  into  cities  the  better  becomes  its  position.  An 
example  at  the  other  extreme  is  the  reapportionment  of  federal  aid 
secondary  money  on  the  basis  of  a  formula  that  gives  one-third  weight- 
ing to  areas,  a  factor  that  seems  clearly  to  give  a  disproportionate  share 
of  these  funds  to  San  Bernardino  County. 

With  respect  to  user  tax  apportionments  for  city  streets,  population 
is  the  only  factor  used.  While  the  result  is  probably  less  capricious  than 

*  While  it  is  clear  on  the  basis  of  these  figures  that  cities  are  exerting  more  effort 
than  counties,  this  comparison  is  not  intended  to  imply  that  equity  requires  that 
the  relative  efforts  be  identical.  For  one  thing,  considerable  expenditure  of  local 
street  funds  is  for  purposes,  such  as  street  lighting,  which  are  primarily  local  in 
character. 


JOINT  INTERIM   COMMITTEE  REPORT  ON  HIGHWAY  PROBLEMS  65 

the  effects  of  county  formulas,  there  is  evidence  that  street  needs  in- 
crease more  than  proportionally  to  population  as  cities  become  larger. 

ADDITIONAL  APPORTIONMENTS  AS  A  SOLUTION 

If  additional  apportionments  were  to  be  made  to  counties  or  cities, 
or  both,  at  this  time  the  least  that  might  be  done  would  be  to  simplify 
the  county  formulas.  It  would  be  desirable  to  incorporate  factors  which 
singly  or  in  combination  would  bear  a  more  direct  relationship  to  basic 
road  needs. 

It  would  seem  desirable  also  to  require  some  minimum  level  of  local 
effort  in  all  jurisdictions  receiving  state  grants  for  roads  and  streets, 
probably  by  means  of  a  matching  requirement.  In  this  connection,  it 
should  be  pointed  out  that  technically  we  are  dealing  with  state  grants- 
in-aid  rather  than  shared  revenues.  While  it  is  true  that  the  bulk  of 
funds  distributed  are  related  to  the  proceeds  of  specific  taxes,  it  is  not 
intended  that  the  funds  be  returned  to  source.  Rather,  the  State  Legis- 
lature has  assumed  the  responsibility  for  imposing  statewide  taxes,  a 
portion  of  which  is  redistributed  among  local  jurisdictions  in  order  to 
provide  minimum  levels  of  road  and  street  service.  In  keeping  with 
this  approach,  it  would  seem  appropriate  also  to  require  minimum 
levels  of  local  effort. 

These  basic  requirements  in  simplification  and  rationalization  of  the 
State's  grant-in-aid  program  for  roads  and  streets  might  be  justified 
under  any  circumstances — whether  total  apportionments  were  to  be 
increased,  decreased,  or  left  unchanged.  Obviously,  however,  they  might 
more  easily  be  effected  if  grants  were  to  be  increased. 

It  has  been  shown,  however,  that  any  additional  grants  to  local  gov- 
ernments will  retard  progress  on  construction  of  state  highways,  and, 
if  sizable,  might  interfere  with  the  matching  of  federal  funds.  The 
alternative  of  an  increase  in  user  taxes  in  1959  to  finance  additional 
aid  for  roads  and  streets  seems  to  this  writer  to  be  extremely  remote, 
not  only  because  of  the  general  financial  position  of  the  State,  but  also 
because  a  case  for  additional  financing  at  this  time  has  not  been  suffi- 
ciently established. 

AN  ALTERNATIVE  APPROACH 

Moreover,  a  more  basic  approach  to  the  road  and  street  problems, 
involving  some  departure  from  present  policy  and  practice,  appears 
to  be  warranted.  It  is  suggested  that  provision  be  made  for  continua- 
tion of  the  type  of  study  that  underlies  the  report  on  the  California 
Freeway  System.  Essentially,  the  California  Freeway  System  takes  off 
the  top  layer  of  the  road  plant  and  establishes  it  as  a  priority  system 
of  major  highways  that  are  ultimately  to  be  improved  to  freewaj^ 
standards.  Below  this  top  layer  is  another  limited  layer  of  important 
covinty  roads  and  city  streets,  many  of  which  as  major  traffic  arteries 
will  require  expressway  treatment  and  most  of  which  will  be  main  con- 
nectors to  the  freeway  system.  If  the  freeway  system  is  established, 
the  next  logical  step  will  be  to  set  up  criteria  and  select  systems  of 
county  roads  and  city  streets  that  will  serve  to  supplement  the  free- 
way system. 

It  is  recommended  that  the  Department  of  Public  Works  be  re- 
quested to  continue  its  studies,  with  the  active  co-operation  of  the  cities 
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and  counties,  to  the   end  that  these  supplementary  systems  can  be 
established. 

At  the  same  time,  provision  should  be  made  for  a  comprehensive 
financial  survey  of  county  road  and  city  street  problems,  including 
critical  evaluation  of  all  existing  formulas  for  the  distribution  of  high- 
way funds  and  appraisal  of  local  ability  to  share  in  the  burdens.  Be- 
yond this,  it  may  prove  to  be  fea.sible  to  establish  a  special  method  of 
financing  for  the  selected  local  systems  that  are  to  supplement  the 
freeway  sj^stem.  A  degree  of  state  supervision  of  construction  similar 
to  that  exercised  over  federal  aid  secondary  roads  might  be  warranted. 
Also,  consideration  should  be  given  to  the  intergratiou  of  these  systems 
within  the  counties,  and  provision  made  for  state  aid  on  a  systems  basis 
regardless  of  city  boundaries.  "While  it  is  premature  to  suggest  the 
mechanics,  one  possibility  would  be  to  establish  formulas  for  distribu- 
tion of  state  aid  with  reference  to  entire  counties  but  with  further  pro- 
vision either  for  mandatory  reapportionment  to  cities  or  direct  expendi- 
ture in  cities. 
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TABLE  A-1 

ESTIMATED   COSTS   OF   THE   CALIFORNIA   FREEWAY   SYSTEM 
AND   OTHER   STATE   HIGHWAYS   TO    1970 


California  Freeivaij  Spstem 


Northern  Counties 

Alameda    

Alpine    

Amador    

Butte 

Calaveras    

Colusa   

Contra   Costa 

Del  Norte 

El  Dorado 

Fresno 

Glenn 

Humboldt    

Kings 

Lake    

Lassen    

Madera    

Marin    

Mariposa 

Mendocino 

Merced 

Modoc    

Monterey    

Napa    

Nevada  

Placer  

Plumas    

Sacramento 

San  Benito 

San   Francisco   _ 
San  Joaquin  

San   Mateo 

Santa   Clara   

Santa    Cruz 

Shasta 

Sierra     

Siskiyou    

Solano    

Sonoma 

Stanislaus 

Sutter    

Tehama 

Trinity    

Tuolumne    

Yolo   

Yuba    

Northern 
totals    


Present 

state 

Local  roads 

Other  state 

Grand 

highways 

and  streets 

Total 

highways 

totals 

($1,000) 

($1,000) 

($1,000) 

($1,000) 

($1,000) 

$360,964 

$46,922 

$407,886 

$10,260 

$418,146 

2,364 



2,3G4 

2,364 

4,354 



4,354 

301 

4,655 

37,546 



37,546 

3,000 

40,546 







4,413 

4,413 

17,984 

17,984 

1,340 

19,324 

128,332 

19,531 

147,863 

147,863 

59,685 



59,085 

1,295 

60,980 

66,320 



66,320 

495 

66,815 

164,016 

12,879 

176,895 

4,080 

180,975 

17,852 

17,852 

614 

18,466 

116,150 



116,150 

14,650 

130,800 

31,170 



31,170 

123 

31,293 

14,370 



14.370 

14,370 

10,595 



10,595 

2,000 

12,595 

19.036 



19,036 

345 

19,381 

60,810 

14,621 

75,431 

2,892 

78,323 

2,210 



2,210 

_ 

2,210 

99,079 



99,079 

400 

99,479 

53,633 



53,633 

745 

54,378 

8,385 

8,385 

8,385 

87,215 

1,430 

88,645 

560 

89,205 

41.172 

2,080 

43,252 

43,252 

46,330 



46,330 

754 

47,084 

56,759 

2,713 

59,472 

1,794 

61,266 

10,927 

10,927 

10,927 

227,844 

55,993 

283,837 

5,451 

289.288 

11,645 



11,645 



11,645 

289,254 

17,800 

307,054 



307,054 

188,728 

6,081 

194,809 

574 

195,383 

139,931 

18,008 

157,939 

24,298 

182,237 

151,199 



151,199 

40,067 

191,266 

21,188 



21,188 

2,211 

23,399 

97,636 



97,636 

5,239 

102,875 

3,293 



3,293 

43 

3,336 

$67,165 

$67,165 

$3,940 

$71,105 

87,997 



87,997 

154 

88,151 

91,792 



91,792 

960 

92,752 

62,549 



62,549 

1,949 

64,498 

32,072 



32,072 

311 

32,383 

32,497 

32,497 

32,497 

8,010 

$3,600 

11,610 



11,610 

22,953 



22,953 



22,953 

92,273 



92,273 

1,303 

93,576 

19,197 



19,197 

1,801 

20,998 

$3,164,481 

$201,658  ■ 

$3,366,139 

$138,362 

$3,504,501 
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TABLE  A-1— Continued 

ESTIMATED   COSTS   OF   THE   CALIFORNIA   FREEWAY   SYSTEM 
AND   OTHER   STATE   HIGHWAYS   TO    1970 

California  Freeway  System 
Present 

state         Local  roads                       Other  state  G-rand 

highways     and  streets       Total  highways  totals 

($1,000)        ($1,000)        ($1,000)  ($1,000)  ($1,000) 
Southern  Counties 

Imperial    $65,452               $65,452  $4,630  $70,082 

In.vo 7,664               7,664  LSO  7,844 

Kern    195,737                195,737  10.439  206,176 

Los  Angeles 1,715,865        $240,052       1,955,917  90,933  2,046,850 

Mono    10,028               10,028  10,028 

Orange 432,638            17.923          450.561  12.710  463,271 

Riverside    166,303            21,700          188.003  6,426  194,429 

San  Bernardino  —          293.390            29,500          322,890  7,610  330,500 

San    Diego    369,875            57,488          427,363  3,919  431,282 

San  Luis  Obispo  __            34,280               34,280  2,035  36,315 

Santa  Barbara 67,561               67.561  5.025  72,586 

Tulare    49.860            10,330            60,190  2,040  62,230 

Ventura 162,5^              1,092          163,686  7,485  171,171 

Southern 

totals   $3,571,247        $378,085     $3,949,332  $153,432  $4,102,704 

Northern 

totals    3,164,481          201,658       3,366,139  138,362  3,504,501 

State   totals    —     $6,735,728        $579,743     $7,315,471  $291,794  $7,607,265 
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TABLE  A-2 

PERCENTAGES  OF   ESTIMATED  COSTS  OF  THE  CALIFORNIA  FREEWAY  SYSTEM 
AND   OTHER  STATE   HIGHWAYS   TO    1970 

California.  Freeway  System 


Northern  Counties 

Alameda    

Alpine    

Amador    

Butte 

Calaveras    

Colusa    

Contra  Costa   

Del  Norte 

El    Dorado    

Fresno   

Glenn     

Humboldt    

Kings     

Lake     

Lassen 

Madera    

Marin     

Mariposa 

Mendocino 

Merced    

Modoc    

Monterey     

Napa    

Nevada    

Placer  

Plumas    

Sacramento 

San  Benito 

San   Francisco 

San  Joaquin  

San  Mateo 

Santa  Clara 

Santa  Cruz 

Shasta   

Sierra    

Siskiyou    

Solano    

Sonoma    

Stanislaus 

Sutter    

Tehama   

Trinity    

Tuolumne    

Yolo   

Yuba    

Northern  totals 


Present 

state 

Local  roods 

Other  state 

Grand 

highways 

and  streets 

Total 

highways 

totals 

(percent) 

(percent) 

(percent) 

(percent) 

(percent) 

11.407 

23.268 

12.117 

7.415 

11.931 

0.074 



0.071 

0.067 

0.138 



0.129 

0.218 

0.133 

1.187 



1.115 

2.168 

1.157 







3.190 

0.126 

0.568 

0.535 

0.968 

0.551 

4.055 

9.685 

4.,392 

4.219 

1.886 



1.773 

0.936 

1.740 

2.096 



1.971 

0.3.58 

1.906 

5.183 

6.387 

5.255 

2.949 

5.164 

0.564 

0.530 

0.443 

0.527 

3.671 

3.451 

10.588 

3.732 

0.985 

0.926 

0.089 

0.893 

0.454 



0.426 

0.410 

0.335 



0.315 

1.446 

0.359 

0.601 

0.566 

0.249 

0.5.53 

1.022 

7.251 

2.241 

2.090 

2.235 

0.070 

0.065 

0.063 

3.131 

2.944 

0.289 

2.838 

1.694 



1.593 

0.539 

1.552 

0.265 

0.249 

0.239 

2.756 

0.709 

2.6.33 

0.405 

2.545 

1.302 

1.031 

1.285 

1.234 

1.464 

_ 

1.377 

0.545 

1.343 

1.793 

1.345 

1.766 

1.296 

1.748 

0.346 

0.325 

0.319 

7.200 

27.766 

8.432 

3.940 

8.255 

0.368 



0.346 

0.332 

9.140 

8.827 

9.122 

8.762 

5.964 

3.016 

5.787 

0.415 

5.575 

4.422 

8.930 

4.692 

17.561 

5.200 

4.778 



4.492 

28.958 

5.458 

0.670 

0.629 

1.598 

0.668 

3.085 

2.901 

3.786 

2.935 

0.104 



0.098 

0.032 

0.095 

2.123 

1.995 

2.847 

2.029 

2.780 



2.614 

0.111 

2.515 

2.901 



2.727 

0.694 

2.646 

1.977 



1.858 

1.409 

1.840 

1.013 



0.953 

0.225 

0.924 

1.027 

0.966 

0.927 

0.253 

1.785 

0.345 

0.331 

0.726 



0.681 

0.655 

2.916 



2.742 

0.941 

2.670 

0.606 



0.570 

1.302 

0.599 

100.000 

100.000 

100.000 

100.000 

100.000 
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TABLE  A-2— Continued 

PERCENTAGES   OF   ESTIMATED   COSTS   OF   THE   CALIFORNIA   FREEWAY  SYSTEM 
AND   OTHER   STATE   HIGHWAYS   TO    1970 

California  Freeicay  System 


Southern  Counties 

Imperial    

Inyo 

Kern     

Los  Angeles 

Mono    

Orange    

Riverside 

San  Bernardino  _. 

San  Diego 

San  Luis  Obispo  - 

Santa  Barbara 

Tulare    

Ventura  

Southern   totals. 


Present 

state 

Local  roads 

0th 

er  state 

Grand 

highxcays 

and  streets 

Total 

highicays 

totals 

(percent) 

(percent) 

(percent) 

(P 

ercent) 

(percent) 

1.833 

1.657 

3.01S 

1.708 

0.214 



0.194 

0.117 

0.191 

5.481 

4.957 

6.804 

5.025 

48.047 

63.491 

49.525 

59.266 

49.890 

0.281 



0.254 



0.244 

12.114 

4.741 

11.408 

8.283 

11.292 

4.657 

5.739 

4.761 

4.189 

4.739 

8.215 

7.803 

8.175 

4.959 

8.056 

10.357 

15.205 

10.821 

2.555 

10.512 

0.960 



0.868 

1.326 

0.885 

1.892 

1.711 

3.275 

1.769 

1.396 

2.732 

1.524 

1.330 

1.517 

4.553 

0.289 

4.145 

4.878 

4.172 

100.000 


100.000 


100.000 


100.000 


100.000 
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TABLE  A-3 

MOTOR   VEHICLE    REGISTRATIONS   (FEE   PAID)    IN   CALIFORNIA 
COUNTIES,   SEPTEMBER,    19S3 

Northern  Counties  Nimiber                  Percentage 

Alameda 408,710  5.52 

Alpine     295 

Amador    5,5G1  .08 

Butte    50,110  .68 

Calaveras 6,856  .09 

Colusa 8,476  .11 

Contra  Costa    179,862  2.43 

Del  Norte 9,729  .13 

El  Dorado 14,899  .20 

Fresno    193,428  2.61 

Glenn    11,454  .16 

Humboldt 55,550  .75 

Kings    27,132  .37 

Lake   9,581  .13 

Lassen    9,290  .13 

Madera 22,500  .30 

Marin   61,775  .83 

Mariposa    3,222  .04 

Mendocino    28,044  .38 

Merced   43,989  .59 

Modoc 5,191  .07 

Monterey    81,197  1.10 

Napa 30,481  .41 

Nevada 10,916  .15 

Placer     28,151  .38 

Plumas 10,197  .14 

Sacramento    217,890  2.94 

San   Benito   8,921  .12 

San  Francisco 310,342  4.19 

San  Joaquin 124,456  1.68 

San  Mateo 195,294  2.64 

Santa   Clara   270,337  3.65 

Santa  Cruz 47,159  .64 

Shasta    34,723  .47 

Sierra     1,310  .02 

Siskiyou   20,323  .28 

Solano    57,429  ,78 

Sonoma    81,800  1.11 

Stanislaus     89,718  1.21 

Sutter 18,141  .25 

Tehama    14,371  .19 

Trinity   5,246  .07 

Tuolumne     8,953  .12 

Yolo    35,379  .48 

Yuba 16,135  .22 


Northern  Totals 2,874,523  38.84 
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TABLE  A-3— Continued 

MOTOR   VEHICLE   REGISTRATIONS   (FEE   PAID)    IN   CALIFORNIA 
COUNTIES,  SEPTEMBER,    1958 

Southern  Counties  Number  Percentage 

Imperial     35,058  .47 

luvo    8,284  .11 

Kern 152,550  2.06 

Los  Angeles 2,966,414  40.08 

Mono    1,430  .02 

Orange   282,760  3.82 

Riverside    147,157  1.99 

San  Bernardino 235,645  3.18 

San  Diego 415,119  5.61 

San  Luis  Obispo 39,605  .53 

Santa  Barbara 71,825  .97 

Tulare    86,273  1.17 

Ventura    85,071  1.15 

Southern  totals 4,527,191  61.16 

State  totals 7,401,714  100.00 
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Population 
Fiscal  year  (tnillions) 

Actual : 

1949-50 10.586 

1950-51 11.037 

1951-52 11.507 

1952-53 11.997 

1953-54 12.508 

1954-55 13.041 

1955-56 13.600 

1956-57 13.981 

Estimated : 

1959-60 15.190 

1960-61 15.758 

1961-62 16.347 

1962-63 16.959 

1963-64 17.593 

1964-65 18.250 

1965-66 18.933 

1966-67 19.640 

1967-68 20.375 

1968-69 21.136 

1969-70 21.927 

1970-71 22.746 

1971-72 23.597 

1972-73 24.479 

1973-74 25.394 

1974-75 26.343 

1975-76 27.328 

1976-77 28.350 

1977-78 29.410 

1978-79 30.509 

1979-80 31.650 


TABLE 

A-4 

ECTIONS   FOR   REVENUE   ESTIMATES 

Autos  and 

Fuel 

Fuel  per 

trucks 

consumption 

Persons  per 

capita 

(millions) 

(Ml.  gal.) 

motor  vehicle 

(gallons) 

4.558 

3,101 

2,323 

292.9 

4.862 

3,358 

2.270 

304.2 

5.085 

3,639 

2.263 

316.2 

5.434 

3,851 

2.208 

321.0 

5.624 

3,990 

2.224 

319.0 

6.108 

4,218 

2.135 

323.4 

6.452 

4,573 

2.108 

336.3 

6.746 

4,837 

2.072 

346.0 

7.615 

5,417 

1.995 

356.6 

7.929 

5,634 

1.987 

357.5 

8.256 

5,859 

1.980 

358.4 

8.597 

6,094 

1.973 

359.3 

8.953 

6,381 

1,965 

362.7 

9.323 

6,730 

1.958 

368.8 

9.708 

7,105 

1.950 

375.3 

10.109 

7,502 

1.943 

382.0 

10.527 

7,920 

1.935 

388.7 

10.962 

8,362 

1.928 

395.6 

11.414 

8,828 

1.921 

402.6 

11.886 

9,321 

1.914 

409.8 

12.376 

9,841 

1.907 

417.0 

12.887 

10,390 

1.900 

424.4 

13.419 

10,969 

1.892 

432.0 

13.973 

11,581 

1.885 

439.6 

14.5.50 

12,227 

1.878 

447.4 

15.150 

12,909 

1.871 

455.3 

15.775 

13,629 

1,864 

463.4 

16.426 

14,389 

1.857 

471.6 

17.103 

15,191 

1.851 

480.0 

74 


JOINT  INTERIM   COMMITTEE  REPORT  ON  HIGHWAY  PROBLEMS 


FIGURE    1 

FORECASTS  OF  POPULATION,  MOTOR  VEHICLES 
AND  FUEL  CONSUMPTION  TO  1980 
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FIGURE  2 

FORECASTS  OF  MOTOR  VEHICLES  AND 
FUEL  CONSUMPTION  PER  CAPITA  TO  1980 
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FIGURE  3 

ESTIMATES  OF  HIGHWAY  INCOME  AVAILABLE 
TO  THE  STATE  OF  CALIFORNIA,    1959-60  TO  1979-80 


SECONDARY 


($229.3  Millioi) 

PRIMARY  AND  URBAN 

($970.3  Million) 

INTERSTATE  FUNDS 

($2,705.1  Million) 

TRANSPORTATION  TAX 

($460.5  Million) 


($4,476.4  Million) 


FIGURE  4 


ESTIMATED  USE  OF  HIGHWAY  INCOME  AVAILABLE 
TO  THE  STATE  OF  CALIFORNIA,  1959-60  TO  1979-80 


LOCAL  GRADE 
SEPARATIONS 


STATE  HIGHWAYS 


($13,728.3  Million) 


TAX  COLLECTION 


($121.4  Million) 


MOTOR  VEHICLE  DEPARTMENT 
&  PATROL 

($2,265.7  Million) 
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FIGURE    5 

ESTIMATED  EXPENDITURES  OF  STATE  HIGHWAY  FUNDS 
IN  CALIFORNIA,  1959-60  TO  1979-80 


ADMINISTRATION,  PLANNING 
AND  MAINTENANCE" 

($1,936.5  Milliti) 


TOLL  BRIDGE  MAINTENANCE 

($106  2  Millioi) 

MINOR  IMPROVEMENTS 
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FIGURE  6 


ESTIMATED  COSTS  OF  THE  CALIFORNIA  FREEWAY  SYSTEM 
AND  OTHER  STATE  HIGHWAYS,  1959-60  TO  1979-80 
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FIGURE  7 

TRENDS  IN  HIGHWAY  CONSTRUCTION  COSTS  COMPARED 
WITH  AVERAGE  USER  TAXES  PER  MOTOR  VEHICLE 
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FIGURE  8 

STATE  HIGHWAY-USER  TAXES  IN  CALIFORNIA 
AS  PERCENT  OF  PERSONAL  INCOME 
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LETTER  OF  TRANSMITTAL 

Subcommittee  on  Transportation 
OF  Nuclear  Fission  Products  of  the 
Joint  Interim  Committee  on  Highway  Problems 

February  2,  1959 
Senator  Randolph  Collier,  Chairman 

Joint  Interim  Committee  on  Highway  Prohlems 

Dear  Senator  Collier:  Enclosed  is  a  report  of  the  Subcommittee 
on  Transportation  of  Nuclear  Fission  Products  of  the  Joint  Interim 
Committee  on  Hip-hwav  Problems. 


Respectfully  submitted, 


Charles  Edward  Chapel,  Chairman 
Edward  M.  Gaffney,  Vice  Chairman 
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INTRODUCTION 

The  Subcommittee  ou  Transportation  of  Nuclear  Fission  Products, 
a  subcommittee  of  the  Joint  Interim  Committee  on  Highway  Problems, 
Randolph  Collier,  Chairman,  was  given  the  responsibility  of  studying 
a  field  of  legislation  new  to  the  State  of  California.  The  subcommittee 
accumulated  a  vast  amount  of  information  on  the  subject  and  then 
decided  that  the  report  should  be  condensed  to  an  exposition  of  the 
principal  existing  laws  of  other  states  on  this  subject  and  the  submission 
of  a  comparativeh'  simple  and  workable  bill  for  the  State  of  California. 

The  report  was  prepared  by  the  chairman  and  vice  chairman  of  the 
subcommittee  with  the  co-operation  of  the  Office  of  the  Legislative 
Counsel. 

Chaeles  Edward  Chapel,  Chairman 
Edward  M.  Gaffxey,  Vice  Chairman 
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CHAPTER  1 

LETTER  FROM  LEGISLATIVE  COUNSEL 

State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  California,  January  16,  1959 

Hon.  Charles  E.  Chapel 

Assemhly  Chamhcr 

TRANSPORTATION  OF  NUCLEAR  WASTES-#5643 

Dear  Mr.  Chapel  :  Pursuant  to  your  request  for  the  laws  of  other 
states  with  regard  to  the  transportation  of  nuclear  materials  or  atomic 
wastes,  we  have  prepared  and  enclose  copies  of  the  following  state  laws 
regarding  the  transportation  of  radioactive  materials : 

Connecticut — Storacje  and  Transportation  of  Hazardous  Chemicals  (Public  Act 
No.  353,  Laws  of  1957) 

Illinois — Radiation  Installations  (Chapter  III5,  Sections  194  to  200,  inclusive, 
Illinois  Revised  Statutes,  1957) 

Maryland — Vehicles  Transporting  Explosives  (Section  264,  Article  663,  Anno- 
tated Code  of  Maryland,  1957  Cumulative  Supplement) 

Hew  Jersey — Transportation  of  Dangerous  Articles  on  Ilighumys  (Chapter  5  B, 
Sections  1  to  17,  inclusive,  Title  39,  Revised  Statutes,  1950  Cumulative  Sup- 
plement) 

Transportation  of  Dangerous  Articles  on  Air  Terminal  and  Marine  Terminal 
Highways  (Statutes  of  1951,  Chapter  239,  Sections  1(7),  2,  3,  4,  and  5) 

Transportation  of  Inflammahle  or  Combustible  Materials  in  or  Upon  a  Ve- 
hicular Crossing  (Sections  154.8,  154.9,  154.10,  154.14,  154.15,  154.16,  Chapter 
1,  Title  .32,  Revised  Statutes,  Cumulative  Supplement,  1950) 

New  York — Motor  Vehicle  Engaged  in  the  T ransportation  of  Dangerous  Articles 
(Section  16-c,  Vehicle  and  Traffic  Law,  Consolidated  Law  Service  of  New 
York) 

Transportation  of  Dangerous  Articles  on  Air  Terminal  and  Mar-ine  Ter- 
minal Highivays  (Sections  1(7),  2,  3,  4,  5,  Chapter  155,  Unconsolidated  Laws, 
New  York) 

Transportation  of  Inflammable  or  Combustible  Materials  in  or  Upon  a  Ve- 
hicular Crossing  (Sections  8  and  9,  Chapter  157,  Unconsolidated  Laws  of  New 
York ) 

Virginia — Transporting  Dangerous  Articles  (Chapter  11,  Sections  361  to  366, 
inclusive.  Title  18,  1958  Cumulative  Supplement  to  1950  Code  of  Virginia) 

Washington — Vehicles  Crossing  Railroads  (  (46.60.320)  Revised  Code  of  Wash- 
ington, as  amended.  Statutes  of  1957,  Ch.  96) 

We  have  also,  in  accordance  with  your  instructions,  prepared  and 
enclose  the  draft  and  a  digest  of  a  bill  which  would  provide  for  the 
licensing  and  regulation  of  the  transportation  upon  public  highways 
of  radioactive  materials,  not  exempted  from  the  packaging,  marking, 
and  labeling  requirements  of  the  Interstate  Commerce  Commission,  in 
the  same  manner  as  the  transportation  of  explosives  upon  public  high- 
ways is  now  licensed  and  regulated.  We  have  double-jointed  the  bill  to 
Assembly  Bill  No.  5,  which  would  repeal  and  re-enact  the  Vehicle  Code. 

Very  truly  yours, 

Ralph  N.  Keeps,  Legislative  Counsel 
By  Stanley  M.  Lourimore,  Deputy  Legislative  Counsel 
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CHAPTER  2 

CONNECTICUT 

PubJic  Act  No.  353,  Laws  of  1957 

AN  ACT  CONCERNING  STORAGE  AND  TRANSPORTATION 
OF  HAZARDOUS  CHEMICALS 

Be  it  enacted  hy  the  Senate  and  House  of  RciJreseniatives  in  General 
Assemhly  convened: 

Section  1.  As  used  in  this  act,  "hazardous  chemicals"  means  any 
material  not  otherwise  defined  in  sections  4131  of  the  general  statutes 
and  1995d  and  2882d  of  the  1955  supplement  thereto,  which  are  highly 
flammable  or  which  may  react  to  cause  fires  or  explosions,  or  which 
by  their  presence  create  or  augment  a  fire  or  explosion  hazard,  or  which 
because  of  their  toxicity,  flammability  or  liability  to  explosion  render 
fire  fighting  abnormally  dangerous  or  difficult;  also  flammable  liquids 
which  are  chemically  unstable  and  which  may  spontaneously  form  ex- 
plosive compounds,  or  undergo  spontaneous  reactions  of  explosive 
violence,  or  with  sufficient  evolution  of  heat  to  be  a  fire  hazard;  and 
shall  include  such  materials  as  compressed  gases,  liquefied  gases,  flam- 
mable solids,  corrosive  liquids,  radioactive  materials,  oxidizing  mate- 
rials, potentially  explosive  chemicals,  highly  toxic  materials  and 
poisonous  gases.  "Compressed  gas"  means  any  mixture  or  material 
having  in  the  container  either  an  absolute  pressure  exceeding  forty 
pounds  per  square  inch  at  seventy  degrees  Fahrenheit,  or  an  absolute 
pressure  exceeding  one  hundred  four  pounds  per  square  inch  at  one 
hundred  thirty  degrees  Fahrenheit,  or  both ;  or  any  liquid  flammable 
material  having  a  vapor  pressure  exceeding  forty  pounds  per  square 
inch  at  one  hundred  degrees  Fahrenheit.  "Corrosive  liquids"  means 
those  acids,  alkaline  caustic  liquids  and  other  corrosive  liquids  which, 
when  in  contact  with  living  tissue,  will  cause  severe  damage  of  such 
tissue  by  chemical  action;  or  are  liable  to  cause  fire  when  in  contact 
with  organic  matter  or  with  certain  chemicals.  "Flammable  solid" 
means  a  solid  substance,  other  than  one  classified  as  an  explosive,  which 
is  liable  to  cause  fires  through  friction,  through  absorbtion  of  moisture, 
through  spontaneous  chemical  changes  or  as  a  result  of  retained  heat 
from  manufacturing  or  processing.  "Highly  toxic  materials"  are  mate- 
rials so  toxic  to  man  as  to  afford  an  unusual  hazard  to  life  and  health 
during  fire  fighting  operations,  including  parathion.  malathion,  TEPP 
(tetraethyl  phosphate),  HETP  (hexaethyl  tetraphosphate),  and  similar 
insecticides  and  pesticides.  "Oxidizing  materials"  shall  mean  substances 
such  as  chlorates,  permanganates,  peroxides  or  nitrates,  which  yield 
oxygen  readily  to  stimulate  combustion.  "Poisonous  gas"  means  and 
includes  any  noxious  gas  of  such  nature  that  a  small  amount  of  the  gas 
when  mixed  with  air  is  dangerous  to  life,  including  chlorpicrin, 
cyanogen,  hydrogen  cyanide,  nitrogen  peroxide,  and  phosgene.  "Poten- 
tially explosive  chemical"  means  any  chemical  substance,  other  than 
one  classified  as  an  explosive,  which  can  be  exploded  by  heat  or  shock 
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when  it  is  uncoiifined  and  nnmixed  with  air  or  other  materials.  "Vapor 
pressure"  means  the  pressure,  measured  in  pounds  per  square  inch 
(absolute)  exerted  by  a  volatile  liquid  as  determined  bj^  the  nationally 
recognized  good  practice  known  as  the  Reid  method. 

Sec.  2.  The  commissioner  of  state  police  shall  make  reasonable 
regulations  concerning  the  safe  storage  and  transportation  of  hazardous 
chemicals.  In  adopting  such  regulations,  said  commissioner  may  be 
guided  by  recognized  national  standards  for  the  prevention  of  damage 
to  property  and  injury  to  life,  and  protection  from  hazards  incident 
to  the  storage  and  transportation  of  such  chemicals.  Such  regulations 
shall  not  apply  to  any  plant  or  equipment  constructed  or  established 
prior  to  October  1,  1957,  except  when,  in  the  opinion  of  said  commis- 
sioner, such  plant  and  equipment  are  definitely  hazardous,  and  shall 
not  apply  to  electric  companies  and  gas  companies  as  defined  in  section 
5390  of  the  general  statutes. 

Sec.  3.  The  commissioner  of  state  police  may  grant  variations  or 
exemptions  from,  or  approve  equivalent  or  alternate  compliance  with, 
particular  provisions  of  any  regulation  issued  under  section  2  of  this 
act  where  strict  compliance  with  such  provisions  would  entail  practical 
difficulty  or  unnecessary  hardship,  or  is  otherwise  adjudged  unwar- 
ranted ;  provided  any  such  variation  or  exemption  or  approved  equiv- 
alent or  alternate  compliance  shall,  in  the  opinion  of  the  commissioner, 
secure  the  public  safety. 

Sec.  4.  The  local  fire  marshal  of  each  town,  city  and  borough  shall 
inspect  once  annually,  and  more  often  as  necessary,  all  storage  plants 
and  equipment  and  vehicles  at  bulk  storage  plant  installations  in  his 
jurisdiction  and  utilized  for  the  storage  and  transportation  of  haz- 
ardous chemicals,  and  shall  promptly  report  to  the  commissioner  of 
state  police  each  hazard  found  in  such  inspection.  Such  inspections  shall 
be  in  accordance  with  the  regulations  issued  under  the  provisions  of 
section  2  of  this  act.  The  local  fire  marshal  of  the  city,  town  or  borough 
in  which  any  such  vehicle  is  registered  bj^  the  commissioner  of  motor 
vehicles  shall  affix  to  each  vehicle  inspected  and  approved  a  sticker  of 
approval  furnished  by  the  commissioner  of  state  police,  which  sticker 
shall  be  affixed  to  the  lower  riglit-hand  corner  of  the  windsliield  of  such 
vehicle.  No  municipality  other  than  the  one  in  which  such  vehicle  is  so 
registered  shall  require  any  further  inspection,  or  cause  any  further 
inspection  to  be  made,  or  exact  any  license  fees  for  such  inspection,  or 
exact  any  license  fees  for  the  transportation  of  chemicals  into  or  out  of 
such  municipality. 

Sec.  5.  Any  person  aggrieved  by  any  regulation  issued  under  the 
provisions  of  section  2  of  this  act  or  by  any  act  of  the  commissioner  in 
enforcing  the  same  may  apply  for  relief  to  the  court  of  common  pleas 
for  Hartford  county  or  for  the  county  in  which  such  storage  plant, 
tank  or  equipment  is  located  or  in  which  such  vehicle  is  registered  or, 
if  such  court  is  not  in  session,  to  any  judge  thereof  who  may  grant 
appropriate  relief. 

Sec.  6.  Any  person  who,  by  himself  or  his  employee  or  agent,  or  as 
the  employee  or  agent  of  another,  violates  or  fails  to  comply  with  any 
regulation  promulgated  under  section  2  of  this  act  shall  be  fined  not 
more  than  five  hundred  dollars  or  imprisoned  not  more  than  six  months 
or  shall  be  both  fined  and  imprisoned. 

2— L-3978-C 


CHAPTER  3 

ILLINOIS 

Chapter  111^2/  Illinois  Revised  Statutes,  1957 

RADIATION  INSTALLATIONS 

An  Act  to  require  the  registration  of  radiation  installations  as  herein 
defined,  to  authorize  the  Department  of  Public  Health  to  investigate 
and  inspect  all  radiation  installations  in  this  State,  to  provide  injunc- 
tive relief  and  penalties  for  violations  of  this  Act,  and  to  make  an 

appropriation  therefor.  Approved  July  5,  1957.  L.1957,  p. ,  S.B, 

No.381. 

Be  it  enacted  hy  the  People  of  the  State  of  Illinois,  represented  in  the 
General  Assembly: 

194.  Definitions.]     §  1.     For  the  purposes  of  this  Act : 

(a)  "Radiation"  includes  gamma  rays  and  X-rays,  alpha  and  beta 
particles,  high  speed  electrons,  neutrons,  protons,  and  other  nuclear 
particles  or  electro-magnetic  radiations  capable  of  producing  ions  di- 
rectly or  indirectly  in  their  passage  through  matter;  but  does  not 
include  sound  or  radio  waves,  or  visible,  infrared  or  ultraviolet  light. 

(b)  "radiation  machine"  is  any  device  which  is  capable  of  produc- 
ing radiations  when  the  associated  control  devices  are  operated. 

(c)  "radioactive  material"  is  any  material,  solid,  liquid  or  gas  which 
emits  radiation  spontaneously. 

(d)  "radiation  installation"  is  a7iy  location  or  facility  where  radia- 
tion machines  are  used  or  where  radioactive  material  is  produced,  trans- 
ported, stored,  disposed  or  used  for  any  purpose. 

(e)  "operator"  is  an  individual,  group  of  individuals,  partnership, 
firm,  corporation  or  association  conducting  the  business  or  activities 
carried  on  within  a  radiation  installation. 

(f)  "sealed  source"  is  any  device  containing  radioactive  material 
to  be  used  primarily  as  a  source  of  radiation  which  has  been  constructed 
in  such  a  manner  as  to  prevent  the  escape,  under  normal  conditions,  of 
any  radioactive  material. 

(g)  "Department"  means  the  Department  of  Public  Health  of  this 
State. 

(h)  "Director"  means  the  Director  of  the  Department  of  Public 
Health. 

(i)  "National  Committee  on  Radiation  Protection"  shall  include,  in 
the  event  the  National  Committee  on  Radiation  Protection  ceases  to  rec- 
ommend standards  for  radiation  protection,  the  organization  which  is 
the  successor  to  said  Committee,  or  any  comparable  nationally  recog- 
nized agency  which  is  established  for  the  purpose  of  recommending 
standards  for  radiation  protection. 

195.  Registration  of  installation — Forms — Contents.]  §  2.  Ev- 
ery operator  of  a  radiation  installation  shall  register  such  installation 
with  the  Director  of  the  Department  of  Public  Health  prior  to  Janu- 
ary 1,  1958 ;  provided,  all  radiation  installations  made  on  or  after  Sep- 
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tember  1,  1957,  shall  be  registered  with  the  Director  before  said  in- 
stallation is  placed  in  operation.  The  registration  shall  be  made  on  a 
form  prescribed  by  the  Department  of  Public  Health.  The  form  shall 
contain  the  following  information :  the  name  of  the  operator ;  the  loca- 
tion and  a  designation  of  the  confines  of  the  installation ;  a  statement 
of  the  type  and  strength  of  the  sources  of  radiation  expected  to  be  pro- 
duced, used,  operated,  stored  or  disposed  of  within  the  installation, 
and  the  approximate  total  number  of  each  type;  and,  such  other  infor- 
mation as  the  Department  may  deem  necessary.  Provided,  if  the  regis- 
tration of  each  source  of  radiation  or  the  type  or  strength  of  each 
source  of  radiation  is  impractical,  the  Director,  upon  request  of  the 
operator  or  central  committee,  may  approve  blanket  registration  of 
the  installation. 

A  central  committee  (such  as  an  isotope  committee)  having  supervi- 
sion for  radiological  safety  over  two  or  more  radiation  installations 
may,  upon  approval  of  the  Director,  register  such  installations  in  lieu 
of  registration  by  the  individual  operator. 

The  registration  of  any  radiation  installation  shall  be  effective  until 
there  is  any  change  in  such  installation  which  might  increase  or  de- 
crease the  nvimber  of  sources,  source  strength,  output  or  energy  of  radi- 
ation produced.  If  any  change,  as  hereinbefore  provided,  occurs  in  any 
radiation  installation,  such  change  or  changes  shall  be  registered  with 
the  Director,  on  forms  to  be  prescribed  by  the  Department,  as  an 
amendment  to  the  original  registration.  The  dates  for  filing  such  amend- 
ments are  as  follows :  if  the  change  or  changes  occur  between  January  1 
and  June  30,  each  inclusive,  of  any  year,  the  amendment  shall  be  filed 
between  July  1  and  July  31  of  the  year  in  which  the  change  or  changes 
occur ;  if  the  change  or  changes  occur  between  July  1  and  December  31, 
each  inclusive,  of  any  year,  the  amendment  shall  be  filed  between  Jan- 
uary 1  and  January  31  following  the  year  in  which  the  change  or 
changes  occur.  The  amendment  shall  include  all  changes  which  have 
occurred  during  the  period  for  which  the  amendment  is  filed.  Provided, 
if  the  registration  of  changes  in  the  radiation  installation  by  the  filing 
of  amendments  is  impractical,  the  Director,  upon  request  of  the  opera- 
tor or  central  committee,  may  approve  blanket  registration  or  blanket 
amendment  to  registration  of  such  installation. 

Whenever  a  radiation  installation,  which  is  registered  under  the  pro- 
visions of  this  Act,  discontinues  to  use  radiation  machines  or  to  produce, 
transport,  store,  dispose  or  use  radioactive  materials,  which  discontinu- 
ance causes  the  installation  to  no  longer  be  a  radiation  installation,  re- 
quired to  be  registered  by  this  Act,  the  operator  of  such  installation 
shall,  within  30  days  after  such  discontinuance,  give  written  notice  to 
the  Director  indicating  the  date  of  such  discontinuance  and  the  final 
disposition  of  all  radiation  machines  and  radioactive  material. 

Registration  of  any  radiation  installation  shall  not  imply  approval  of 
manufacture,  storage,  use,  handling,  operation  or  disposal  of  radiation 
machines  or  radioactive  materials,  but  shall  serve  merely  as  notice  to 
the  Department  of  Public  Health  of  the  location  and  character  of  radia- 
tion sources  in  this  State. 
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196.  Materials  not  subject  to  act.]  §  3.  The  registration  re- 
quirements of  this  Act  shall  not  apply  to  the  following  materials,  ma- 
chines or  conditions : 

(a)  Natural  radioactive  materials  of  an  equivalent  specific  radio- 
activity not  exceeding  that  of  natural  potassium,  except  when  such  ma- 
terials are  produced,  stored,  used,  handled  or  disposed  in  such  quantity 
or  fashion  that  any  person  might  receive  within  a  week  a  radiation 
dose  exceeding  one-tenth  the  maximum  permissible  total  weekly  dose 
for  any  critical  organ  exposed,  as  determined  by  the  standards  estab- 
lished by  the  National  Committee  on  Radiation  Protection. 

(b)  Radioactive  material  in  such  quantity  that  if  the  entire  amount 
were  taken  internally,  continuously^  or  at  one  time  by  a  person,  no 
harmful  effect  would  be  likely  to  result.  Listings  of  the  upper  limits  of 
quantities  of  radioactive  materials  which  are  exempt  from  registration 
are  given  in  the  following  table.  These  limits  apply  only  for  radioactive 
material  not  contained  in  sealed  sources : 


Upper 

Upper 

Upper 

Radio- 

limit 

Tlndio- 

lim  it 

Radio- 

Urn it 

active 

micro- 

actire 

micro- 

active 

micro- 

naierUi] 

curie 

material 

curie 

material 

curie 

pij210 

1 

yio 

100 

r[iJ200 

100 

Po2io 

1 

Fe^ 

100 

Tjaw 

100 

At*" 

1 

Zn«^ 

100 

pij203 

100 

Ra'^^ 

1 

Ga" 

100 

Tb-*- 

100 

Ac^ 

1 

A.s-« 

100 

H» 

1000 

U23S 

1 

Rb*" 

100 

Be^ 

1000 

p„23» 

1 

Sr^-' 

100 

C" 

1000 

Am^^ 

1 

y«i 

100 

Xa^'- 

1000 

Cm-^= 

1 

Xb*^ 

100 

S^ 

1000  " 

Sc^« 

10 

rp.^96 

100 

K^^ 

1000 

Co<» 

10 

Rhi<« 

100 

Ci-' 

1000 

Srw 

10 

Cd^o^ 

100 

Fe- 

1000 

^g,05 

10 

Ag"> 

100 

Mn=« 

1000 

Ru'°« 

10 

Sn"^ 

100 

Xi» 

1000 

Te^^ 

10 

Te^ 

100 

Cu^* 

1000 

J131 

10 

Ba"" 

100 

Ge-^ 

1000 

Cs^ 

10 

La'« 

100 

Mo™ 

1000 

Ce^** 

10 

Pj.143 

100 

P(J103 

1000 

Eu^ 

10 

Sa^^i 

100 

Pa"" 

1000 

^'ISl 

10 

Ho^^ 

100 

IflBO 

1000 

Re^^ 

10 

Ta"" 

100 

Au'"* 

1(X)0 

1^192 

10 

Lu^^ 

100 

rppoi 

1000 

p32 

100 

Taiss 

100 

ipj202 

1000 

CP 

100 

ptl91 

100 

Xatural  U 

1000 

Ca^= 

100 

ptl93 

100 

Xatural  Tb 

1000 

Sc" 

100 

Xu^^ 

100 

Sc*» 

100 

^^m, 

100 

(c)  Radioactive  materials  in  sealed  sources  in  total  quantities  not 
exceeding  one  millicurie  for  a  given  installation. 

(d)  Timepieces,  instruments,  novelties  or  devices  containing  self- 
luminous  elements,  except  during  the  manufacture  of  the  self-luminous 
elements  and  the  production  of  said  timepieces,  instruments,  novelties ; 
and  except  when  the  timepieces,  instruments,  novelties  or  devices  are 
stored,  used,  repaired,  handled  or  disposed  in  such  quantity  or  fashion 
that  any  person  might  receive  within  a  week  a  radiation  dose  exceeding 
one-tenth  the  maximum  permissible  total  weekly  dose  for  any  critical 
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organ  exposed,  as  determined  by  the  standards  established  by  the  Na- 
tional Committee  on  Eadiation  Protection. 

(e)  Electrical  equipment  that  is  primarily  not  intended  to  produce 
radiation  and  which  operates  in  such  a  manner  that  no  person  may 
receive  within  a  week  a  radiation  dose  exceeding  one-tenth  the  maxi- 
mum permissible  total  weekly  dose  for  any  critical  organ  exposed,  as 
determined  by  the  standards  established  by  the  National  Committee  on 
Radiation  Protection.  Provided,  the  production  testing  or  production 
servicing  of  all  such  electrical  equipment  shall  not  be  exempt  from 
registration. 

(f )  Any  radioactive  material  or  radiation  machine  being  transported 
on  vessels,  aircraft,  railroad  cars  or  motor  vehicles  in  conformity  with 
regulations  adopted  by  any  agency  having  jurisdiction  over  safety  dur- 
ing transportation. 

(g)  Radiation  machines,  radioactive  materials  and  radiation  installa- 
tions which  the  Department  of  Public  Health  finds  to  be  without  radia- 
tion hazard,  as  determined  by  the  standards  established  by  the  National 
Committee  on  Radiation  Protection. 

197.  Investigation.]  §  4.  The  Department  of  Public  Health  is 
authorized  to  inspect  and  investigate  the  premises  and  operations  of 
all  radiation  installations  in  this  State,  whether  or  not  such  installa- 
tions are  reciuired  to  be  registered  by  this  Act,  for  the  purpose  of  study- 
ing and  evaluating  the  potential  hazard  to  the  health  of  the  people  of 
this  State  caused  by  the  increasing  use  and  operation  of  radiation 
machines  and  radioactive  materials. 

198.  Public  Policy — Injunctive  relief.]  §  5.  The  conducting  of 
any  business  or  the  carrying  on  of  activities  within  a  radiation  installa- 
tion without  registering  such  installation  or  without  complying  with  the 
provisions  of  this  Act  in  regard  to  such  installation  is  declared  to  be 
inimical  to  the  public  welfare  and  public  safety  and  to  constitute  a 
public  nuisance.  It  shall  be  the  duty  of  the  Attorney  General,  upon  the 
request  of  the  Department,  to  maintain  an  action  in  the  name  of  the 
People  of  the  State  of  Hlinois  to  enjoin  any  operator  from  so  unlaw- 
fully engaging  in  the  business  or  activities  conducted  within  the  radia- 
tion installation  until  the  operator  of  such  installation  complies  with 
the  provisions  of  this  Act.  Such  injunctive  remedy  shall  be  in  addition 
to,  and  not  in  lieu  of  any  criminal  penalty  provided  in  this  Act. 

199.  Penalties.]  §  6.  Any  operator  who  fails  to  comply  with 
the  provisions  of  this  Act  is  guilty  of  a  misdem(>anor  and  upon  convic- 
tion thereof  shall  be  fined  not  more  than  $1,000  or  be  imprisoned  in 
the  county  jail  for  not  more  than  6  months,  or  be  both  so  fined  and 
imprisoned ;  provided,  each  day  that  any  operator  so  fails  to  comply 
shall  constitute  a  separate  offense. 

[§  7.     Appropriation.] 

200.  Partial  invalidity.]  §  8.  If  any  provision  of  this  Act,  or 
the  application  of  such  provision  to  any  person  or  circumstances,  is 
held  invalid,  the  remainder  of  this  Act  and  the  application  of  such 
provision  to  persons  or  circumstances  other  than  those  to  which  it  is 
held  invalid,  shall  not  be  affected  thereby. 


CHAPTER  4 

MARYLAND 

Section  264,  Article  66 V2,  Annotated  Code  of  Maryland, 
1957  Cumulative  Supplement 

§  301.     Vehicles  transporting  explosives. 

(a)  Persons  so  doing  to  comply  witJi  section.- — Any  person  operating 
any  vehicle  transporting  any  explosive  as  a  cargo  or  part  of  a  cargo 
upon  a  highway  shall  at  all  times  comply  with  the  provisions  of  this 
section. 

(b)  Marking  on  motor  vehicles  and  trailers  other  than  tank  motor 
vehicles. — Every  motor  vehicle  transporting  any  quantity  of  explosives, 
Class  A,  poison  gas,  Class  A,  or  radioactive  material,  poison  Class  D 
requiring  red  radioactive  materials  label ;  and  every  motor  vehicle 
transporting  2,500  pounds  gross  weight  or  more  of  explosives.  Class  B 
flammable  liquids,  flammable  solids  or  oxidizing  materials,  corrosive 
liquids,  compressed  gas.  Class  B  poisons,  and  tear  gas,  or  5,000  pounds 
gross  weight  or  more  of  two  or  more  articles  of  these  groups  shall  be 
marked  or  placarded  on  each  side,  front  and  rear  with  a  placard  or 
lettering  in  letters  not  less  than  8  inches  high,  and  not  less  than  one 
inch  in  width,  on  a  contrasting  background  as  follows : 

(1)  Explosives,   Class  A EXPLOSIVES 

(2)  Explosives,   Class   B DANGEROUS 

(3)  Flammable  liquid DANGEROUS 

(4)  Flammable  solid DANGEROUS 

(.5)  Oxidizing  material DANGEROUS 

(6)  Corrosive  liquid DANGEROUS 

(7)  Compressed  gas DANGEROUS 

(8)  Poison  gas,  Class  A POISON  GAS 

(9)  Tear  gas DANGEROUS 

(10)  Poisons,  Class  B DANGEROUS 

(11)  Dangerous,  Class  D  poison DANGEROUS 

RADIOACTIVE  MATERIAL 

Placards  must  be  so  affixed  as  to  reflect  light. 

(c)  Fire  extinguishers  required. — Every  said  vehicle  shall  be 
equipped  with  not  less  than  two  fire  extinguishers  of  a  minimum  size 
each  of  1^  quart  carbon  tetrachloride,  or  4  lbs.  CO2,  or  4  lbs.  dry 
chemical,  and  bear  a  label  of  approval  by  the  Underwriters  Labora- 
tories, Inc.,  and  be  filled  and  ready  for  immediate  use,  and  placed  at 
a  convenient  point  on  the  vehicle  so  used. 

(d)  Speed  limit;  penalty. — Any  vehicle  transporting  any  explosive 
as  a  cargo  or  part  of  a  cargo  upon  a  highway  shall  not  operate  at  a 
greater  speed  than  forty  miles  per  hour.  Auy  person  who  is  convicted 
of  any  moving  violation  under  any  section  of  this  article  shall,  in 
addition  to  the  penalty  prescribed  by  subsection  (e)  of  this  section, 
have  his  motor  vehicle  operator's  license  suspended  for  ninety  days. 
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(e)  Additional  regulations;  penalties. — The  Department  is  hereby 
authorized  and  directed  to  promulgate  such  additional  regulations 
governing  the  transportation  of  explosives  and  other  dangerous  articles 
by  vehicles  upon  the  highways  as  it  shall  deem  advisable  for  the  protec- 
tion of  the  public. 

Violation  of  this  section  shall  be  deemed  to  be  a  misdemeanor  and 
upon  conviction  shall  be  punishable  hy  a  fine  of  one  ($1.00)  dollar 
to  one  hundred  ($100.00)  dollars,  or  to  imprisonment  not  to  exceed 
one  year  or  by  both  fine  and  imprisonment.  (An.  Code,  1951,  §  264; 
1943,  ch.  1007,  §  241;  1953,  ch.  653;  1954,  eh.  32.) 

Effect  of  amendments. — The  1953  amendment  designated  the  former  first  para- 
graph as  subsection  (a),  designated  former  paragraph  (a)  as  subsection  (b)  and 
made  other  changes  in  that  subsection,  designated  former  paragraph  (b)  as  sub- 
section (c),  added  an  entirely  new  subsection  (d)  and  designated  former  paragraph 
(c)  as  subsection  (e). 

The  1954  amendment  rewrote  subsections  (b)  and  (c). 


CHAPTER  5 

NEW  JERSEY 

Chapter  5B.,  Title  39  Revised  Statutes,  1950  Cumulative  Supplement 

CHAPTER  5B.     TRANSPORTATION  OF  DANGEROUS 
ARTICLES  ON  HIGHWAYS 


Section 


Section 

39  :5B-12.  Violation  causing  death  or  in- 
jury or  property  damage  of 
over  $5,000.00  a  high  mis- 
demeanor. 

39  :5B-13.  Other  violations  ;  penalties. 

39  :5B-14.  Arrest  without  warrant ;  sum- 
mons ;  hearing. 

39 :5B-15.  Shipments  or  transportation 
unaffected. 

29  :5B-16.  Severability  ;  effect  of  partial 
invalidity. 

39  :5B-17.  Effective  date. 


39  :5B-1.     "Highway"  defined. 

39  :5B-2.     "Dangerous  articles"  defined. 

39 :5B-3.     "Person"  defined 

39  :5B-4.     "Flammable  liquids"  defined. 

39  :5B-5.     "Flammable  solid"  defined. 

39  :5B-6.     "Oxidizing  material"  defined. 

39  :5B-7.     "Corrosive  liquids"  defined. 

39  :5B-8.     "Compressed  ga.s"  defined. 

39  :5B-9.     "Poisonous  substances" 

defined. 
39  :5B-10.  "Radioactive  materials" 

defined. 
39-5B-11.  Transportation  of  dangerous 

articles  by  motor  vehicle. 

39:  5B-1.     "Highway"  defined.     The  term  "highway"  as  used  herein 
shall  mean  and  include  any  public  street,  alley,  road,  tunnel,  bridge, 
viaduct,  turnpike  or  parkway. 
Source.  L.  1050,  c.  128,  §1,  p.  238.  Approved  May  10,  1950. 

39:5B-2.  "Dangerous  articles"  defined.  The  term  "dangerous 
articles"  as  used  herein  shall  mean  flammable  liquids,  flammable  solids, 
oxidizing  materials,  corrosive  liquids,  compressed  gases,  poisonous  sub- 
stances and  radioactive  materials  as  hereinafter  defined  when  trans- 
ported as  cargo  by  motor  vehicle  on  a  highway.  This  act  [chapter], 
however,  shall  not  apply  to  explosives  as  defined  in  chapter  twenty- 
seven,  section  one  of  the  laws  of  one  thousand  nine  hundred  and  forty- 
one  [R.  S.  Cum.  Supp.  21:1A-1]  ;  nor  to  flammable  liquids  transported 
in  tank  trucks,  tank  trailers  or  tank  semitrailers  approved  and  licensed 
by  the  division  of  motor  vehicles  in  the  department  of  law  and  public 
safety,  pursuant  to  section  39  :3-43  of  the  Revised  Statutes. 
Source.  L.  1950,  c.  128,  §2,  p.  238.  Approved  May  10,  1950. 

39:5B-3.     "Person"  defined.     The  word  "person"  as  used  herein 
shall  mean  and  include  any  individual,  partnership,  association  or  cor- 
poration. 
Source.  L.  1950,  c.  128,  §3,  p.  239.  Approved  May  10,  1950. 

39 :  5B-4.  "Flammable  liquids"  defined.  The  term  "flammable 
liquids"  as  used  herein  shall  mean  any  liquid  which  gives  off  flammable 
vapors  (as  determined  by  flash  point  from  Tagliabue's  open  cup  tester, 
as  used  for  test  of  burning  oils)  at  or  below  a  temperature  of  80  de- 
grees F. 
Source.  L.  1950,  c.  128,  §4,  p.  239.  Approved  May  10,  1950. 
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39:  5B-5.  "Flammable  solid"  defined.  The  term  "flammable  solid" 
as  used  herein  shall  mean  any  solid  snb.stance  other  than  an  explosive, 
as  above  defined,  which  is  liable,  under  conditions  incident  to  transpor- 
tation, to  cause  fires  through  friction,  through  absorption  of  moisture, 
through  spontaneous  chemical  changes,  or  as  a  result  of  retained  heat 
from  the  manufacturing  of  processing. 
Soni-p*'.  L.  1950,  c.  128,  §5,  p.  2.39.  Approved  May  30,  1950. 

39 :  5B-6.     "Oxidizing    material"    defined.     The    term    "oxidizing 
material"  as  used  herein  shall  mean  any  substance  such  as  achlorate, 
permanganate,  peroxide,  or  a  nitrate,  that  yields  oxygen  readily  to 
stimulate  the  combustion  of  organic  matter. 
Source.  L.  1950,  c.  128,  §(3,  p.  239.  Approved  May  10,  1950. 

39:5B-7.  "Corrosive  liquids"  defined.  The  term  "corrosive  liq- 
uids" as  used  herein  shall  mean  those  acids,  alkaline  caustic  liquids 
and  other  corrosive  liquids  which,  when  in  contact  with  living  tissue 
Avill  cause  severe  damage  of  such  tissue  by  chemical  action ;  or  in  case 
of  leakage,  will  materially  damage  or  destroj^  other  freight  by  chemical 
action ;  or  are  liable  to  cause  fire  when  in  contact  with  organic  matter 
or  with  certain  chemicals. 
Source.  L.  1950,  c.  128,  §7,  p.  239.  Approved  May  10,  1950. 

39 :  5B-8.  "Compressed  gas"  defined.  The  term  "compressed  gas" 
as  used  herein  shall  mean  any  material  or  mixture  having  in  the  con- 
tainer either  an  absolute  pressure  exceeding  40  lbs.  per  square  inch  at 
70  degrees  F.,  or  an  absolute  pressure  exceeding  104  lbs.  per  square 
inch  at  130  degrees  F.,  or  both,  or  any  liquid  flammable  material  having 
a  Reid  *vapor  pressure  exceeding  40  lbs.  per  square  inch  absolute  at 
100  degrees  F.  (* American  society  for  testing  materials  method  of  test 
for  vapor  pressure  for  petroleum  products  (D-32.3)  ). 
Source.  L.  1950,  c.  128,  §8,  p.  239.  Approved  May  10,  1950. 

39:5B-9.  "Poisonous  substances"  defined.  The  term  "poisonous 
substances"  shall  mean  liquids  and  gases  of  such  nature  that  a  very 
small  amount  of  the  gas,  or  vapor  of  the  liquid,  mixed  with  air  is 
dangerous  to  life;  or  such  liquid  or  solid  substances  as  upon  contact 
with  fire  or  when  exposed  to  air  give  off  dangerous  or  intensely  irri- 
tating fumes;  or  substances  which  are  chiefly  dangerous  by  external 
contact  with  the  body  or  bj'-  being  taken  internally. 
Source.  L.  1950,  c.  128,  §9,  p.  240.  Approved  May  10,  1950. 

39 :  5B-10.     "Radioactive  materials"  defined.     The  term  "radioac- 
tive materials"  as  used  herein  shall  mean  any  material  or  combination 
of  materials  that  spontaneously  emits  ionizing  radiation. 
Source.  L.  1950,  c.  128,  §10,  p.  240.  Approved  May  10,  1950. 

39 :  5B-11.     Transportation  of  dangerous  articles  by  motor  vehicle. 

It  shall  be  unlawful  to  ship  or  transport,  or  cause  to  be  shipped  or 
transported,  by  motor  vehicle  over  the  highways  of  this  state  any  dan- 
gerous article  in  such  manner  or  condition  as  will  unreasonably  en- 
danger the  person  or  property  of  others,  and  without  conspicuously 
marking  or  placarding  any  motor  vehicle  engaged  in  such  transporta- 
tion on  each  side  and  rear  thereof  with  the  word  "dangerous"  or  the 


18  TRANSPORTATION    OF    NUCLEAR   FISSION   PRODUCTS 

common  or  generic  name  of  the  substance  transported  or  its  principal 
hazard ;  provided,  that  the  commissioner  of  labor  and  industry  may,  by 
regulation  issued  after  a  public  hearing,  prescribe  with  respect  to  spe- 
cific dangerous  articles  the  minimum  quantities  below  which  no  placard 
shall  be  required. 
Source.  L.  1950,  c.  128,  §11,  p.  240.  Approved  May  10,  1950. 

39 :  5B-12.  Violation  causing  death  or  injury  or  property  damage 
of  over  $5,000.00  a  high  misdemeanor.  Any  violation  of  any  provi- 
sion of  this  act  [chapter]  which  results  in  the  death  or  injury  of  any 
person  or  damage  to  property  in  excess  of  the  value  of  five  thousand 
dollars  ($5,000.00)  shall,  in  addition  to  any  other  liability  imposed 
by  law,  constitute  a  high  misdemeanor. 
Source.  L.  1950,  c.  128,  §2,  p.  240.  Approved  May  10,  1950. 

39:  5B-13.  Other  violations;  penalties.  All  other  violations  of  this 
act  [chapter]  shall  be  punishable,  for  a  first  offense,  by  a  penalty  of 
not  more  than  five  hundred  dollars  ($500.00),  or  by  imprisonment  not 
exceeding  sixty  days,  or  both,  and  for  a  subsequent  offense,  by  a  pen- 
alty of  not  more  than  one  thousand  dollars  ($1,000.00),  or  by  imprison- 
ment not  exceeding  six  months,  or  both.  Every  county  court,  county 
district  court,  municipal  court  and  criminal  judicial  district  court,  and 
every  judge  or  magistrate  thereof,  and  every  police,  magistrate's,  re- 
corder's or  county  traffic  court,  by  whatever  name  called,  so  long  as 
continued  in  existence  by  law,  and  every  judge,  justice,  magistrate  or 
recorder  thereof,  within  whose  jurisdiction  any  such  violation  of  this 
act  occurs,  or  wherein  the  defendant  resides  or  is  apprehended,  is 
hereby  authorized  and  empowered  in  a  summary  way,  without  a  jury, 
to  hear  and  determine  the  guilt  or  innocence  of  the  person  accused  of 
such  violation,  and  upon  conviction  may  impose  upon  such  person  the 
penalty  herein  prescribed.  The  procedure  for  the  enforcement  of  the 
penalties  imposed  by  this  section  shall  be  in  accordance  with  that  pro- 
vided by  "the  penalty  enforcement  law,"  being  chapter  two  hundred 
fifty-three  of  the  laws  of  one  thousand  nine  hundred  and  fortj^-eight 
[E.  S.  Cum.  Supp.  2:72A],  as  the  same  may  be  amended  from  time 
to  time. 

Source.  L.  1950,  c.  128,  §13,  p.  241.  Approved  May  10,  1950. 

39 :  5B-14.  Arrest  without  warrant ;  summons ;  hearing.  The  com- 
missioner of  labor  and  industry,  his  duly  authorized  representatives, 
members  of  the  state  police,  all  police  officers  and  all  peace  officers  (all 
of  them  being  hereinafter  referred  to  as  "enforcement  officers")  may 
arrest  on  view%  without  warrant,  and  conduct  before  the  nearest  avail- 
able magistrate  any  driver  of  a  vehicle  containing  a  dangerous  article 
or  any  person  who  has  committed  a  violation  punishable  under  section 
thirteen  hereof.  The  term  "magistrate,"  as  used  in  this  section,  shall 
include  any  court  or  officer  mentioned  in  section  thirteen  hereof.  In 
lieu  of  arrest,  as  provided  in  this  section,  such  enforcement  officer  may 
serve  upon  any  person  believed  to  have  committed  such  violation  a 
summons,  the  original  of  wiiich  may  serve  as  the  complaint,  provided 
said  original  conforms  to  the  requirements  of  the  applicable  rules  of 
the  supreme  court.  The  complaint  shall  be  brought  in  the  name  of  the 
state,  and  if  made  by  an  enforcement  officer,  it  may  be  on  information 
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and  belief.  Proceedings  may  be  instituted  against  the  defendant  on 
any  day  of  the  week  including  Sunday,  or  on  a  holiday.  Any  enforce- 
ment officer  may  serve  and  execute  process  in  such  proceedings.  The 
hearing  shall  be  held  without  a  jury.  If  a  money  judgment  is  rendered 
against  an  individual  defendant,  and  if  he  fails  forthwith  to  pay  the 
same,  he  shall  be  imprisoned  for  a  period  not  exceeding  sixty  days, 
unless  the  judgment  shall  be  sooner  paid.  A  copy  of  every  judgment  of 
conviction  under  section  thirteen  hereof  shall  be  furnished  to  the  divi- 
sion of  motor  vehicles  in  the  department  of  law  and  public  safety  by 
the  clerk  of  the  court  rendering  the  judgment. 
Source.  L.  1950,  c.  128,  §14,  p.  241.  Approved  May  10,  1950. 

39 :  5B-15.  Shipments  or  transportation  unaffected.  Nothing  in 
this  act  [chapter]  contained  shall  apply  to  shipment  or  transportation 
of  dangerous  articles  by  rail  or  by  water ;  or  by  highway  when  packed, 
marked,  labeled  or  accompanied  by  shipping  papers  in  conformity  with 
the  applicable  regulations  of  the  interstate  commerce  commission  and 
placarded  in  conformity  with  the  provisions  of  section  eleven  hereof; 
nor  to  the  regular  military  or  naval  forces  of  the  United  States,  nor  to 
the  duly  authorized  militia  of  any  state  or  territory  thereof,  nor  to  the 
police  or  fire  departments  of  this  state,  providing  the  same  are  acting 
within  their  official  capacity  and  in  the  performance  of  their  duties. 
Source.  L.  1950,  c.  128,  §15,  p.  242.  Approved  May  10,  19.50. 

39:  5B-16.  Severability;  effect  of  partial  invalidity.  If  any  term 
or  provision  of  this  act  [chapter]  or  of  any  regulation  issued  thereun- 
der shall  be  declared  unconstitutional  or  ineffective  in  whole  or  in  part 
by  a  court  of  competent  jurisdiction,  then  to  the  extent  that  it  is  not 
unconstitutional  or  ineffective,  such  term  or  provision  shall  remain  in 
full  force  and  effect,  and  such  adjudication  shall  not  be  deemed  to  affect 
any  other  term  or  provision  of  this  act  or  of  any  regulation  issued 
thereunder. 
Source.  L.  1950,  c.  128,  §16,  p.  242.  Approved  May  10,  1950. 

39:5B-17.     Effective  date.     This  act    [chapter]    shall  take  effect 
July  first,  one  thousand  nine  hundred  and  fifty. 
Source.  L.  1950,  c.  128,  §17,  p.  243.  Approved  May  10,  1950. 


CHAPTER  239,  LAWS  OF  1951 

(7)  No  person  shall  transport  on  any  air  terminal  highway 
or  marine  terminal  highway  any  dynamite,  nitroglycerine, 
black  powder,  fireworks,  blasting  caps  or  other  explosives, 
gasoline,  alcohol,  ether,  liquid  shellac,  kerosene,  turpentine, 
formaldehyde  or  other  inflammable  or  combustible  liquids, 
ammonium  nitrate,  sodium  chlorate,  wet  hemp,  powdered 
metallic  magnesium,  nitrocellulose  film,  peroxides  or  other 
readily  inflammable  solids  or  oxidizing  materials,  hydrochloric 
acid,  sulfuric  acid  or  other  corrosive  liquids,  prussic  acid, 
phosgene,  arsenic,  carbolic  acid,  potassium  cyanide,  tear  gas, 
lewisite,  or  any  other  poisonous  substances,  liquids  or  gases,  or 
any  compressed  gas,  or  any  radioactive  article,  substance  or 
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material,  at  such  time  or  place  or  in  such  manner  or  condition 
as  to  endanger  unreasonably  or  as  to  be  likely  to  endanger  un- 
reasonably persons  or  property ;  nor  shall  any  person  park  any 
vehicle,  or  permit  the  same  to  remain  halted  on  any  air  termi- 
nal highway  or  marine  terminal  highway  containing  any  of 
the  foregoing,  at  such  time  or  place  or  in  such  manner  or  con- 
dition as  to  endanger  unreasonably  or  as  to  be  likely  to  en- 
danger unreasonably  persons  or  property. 

2.  If  the  violation  within  the  State  of  any  of  the  rules  and 
regulations  set  forth  in  section  one  hereof,  would  have  been  a 
violation  of  law  or  ordinance  if  committed  on  any  public  road, 
street,  highway  or  turnpike  in  the  municipality  in  which  such 
violation  occurred,  it  shall  be  tried  and  punished  in  the  same 
manner  as  if  it  had  been  committed  in  such  municipality. 

3.  Notwithstanding  the  provisions  of  section  two  hereof,  if 
the  violation  within  the  State  of  the  rule  and  regulation  num- 
bered seven  and  set  forth  in  section  one  hereof  shall  result  in 
injury  or  death  to  a  person  or  persons  or  damage  to  property 
in  excess  of  the  value  of  five  thousand  dollars  ($5,000.00), 
such  violation  shall  constitute  a  high  misdemeanor. 

4.  Except  as  provided  in  sections  two  and  three  hereof,  any 
violation  within  the  State  of  any  of  the  rules  and  regulations 
set  forth  in  section  one  hereof,  shall  be  punishable  by  a  fine 
not  exceeding  five  hundred  dollars  ($500.00)  or  by  imprison- 
ment not  exceeding  sixty  days  or  by  both  such  fine  and  im- 
prisonment. Such  a  violation  shall  be  tried  in  a  summary  way 
and  shall  be  within  the  jurisdiction  of  and  may  be  brought  in 
the  county  district  court,  or  any  criminal  judicial  district 
court,  municipal  court,  or  existing  police,  magistrate's  or  re- 
corder's court,  in  the  county  where  the  otfense  was  committed. 
The  rules  of  the  Supreme  Court  shall  govern  the  practice  and 
procedure  in  such  proceedings.  Proceedings  under  this  section 
may  be  instituted  on  any  day  of  the  week,  and  the  institution 
of  the  proceedings  on  a  Sunday  or  a  holiday  shall  be  no  bar 
to  the  successful  prosecution  thereof.  Any  process  served  on  a 
Sunday  or  a  holiday  shall  be  as  valid  as  if  served  on  any 
other  day  of  the  week. 

5.  The  penalties  aboA'e  prescribed  shall  not  preclude  the 
Port  Authority  from  excluding  from  any  air  terminal  highway 
or  marine  terminal  highway,  permanently  or  for  a  specified 
time,  all  vehicles  violating  any  of  the  rules  and  regulations 
set  forth  in  section  one  hereof,  as  well  as  other  vehicles  owned 
or  operated  by  the  owner  or  operator  of  such  vehicle. 

6.  Nothing  herein  contained  shall  be  construed  to  affect,  di- 
minish or  impair  the  power  of  this  State  to  enact  any  law,  or 
to  impair  or  diminish,  or  as  recognition  of  the  impairment  or 
diminution  of  any  power  of  this  State,  legislative  or  otherwise, 
with  respect  to  the  Port  Authority,  its  properties,  or  persons 
or  property  thereon. 
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7.  This  act  shall  take  effect  upon  the  adoption  by  the  States 
of  New  Jersey  and  New  York  of  concurrent  legislation  pro- 
viding that  either  State,  without  the  consent  or  concurrence 
of  the  other  State,  may  from  time  to  time  prescribe,  amend, 
modify  or  rescind  penalties  for  violations  within  its  territorial 
limits  of  any  rule  or  regulation,  otherwise  authorized,  of  the 
Port  of  New  York  Authority,  and  procedures  for  the  enforce- 
ment of  such  penalties;  but  if  the  States  of  New  Jersey  and 
New  York  shall  have  already  enacted  such  legislation,  this  act 
shall  take  effect  immediately. 

Approved  June  19,  1951. 


Chapter  1,  Title  32,  Revised  Statutes,  1950  Cumulative  Supplement 

32 :  1-154.8.  Transportation  of  explosives,  chemicals,  etc.  No  per- 
son shall  transport  in  or  upon  a  vehicular  crossing,  any  dynamite, 
nitroglycerin,  black  powder,  fireworks,  blasting  caps  or  other  explosives, 
gasoline,  alcohol,  ether,  liquid  shellac,  kerosene,  turpentine,  formalde- 
hyde or  other  inflammable  or  combustible  liquids,  ammonium  nitrate, 
sodium  chlorate,  wet  hemp,  powdered  metallic  magnesium,  nitro-cellu- 
lose  film,  peroxides  or  other  readily  inflammable  solids  or  oxidizing 
materials,  hydrochloric  acid,  sulfuric  acid  or  other  corrosive  liquids, 
prussic  acid,  phosgene,  arsenic,  carbolic  acid,  potassium  cyanide,  tear 
gas,  lewisite  or  any  other  poisonous  substances,  liquids  or  gases,  or  any 
compressed  gas,  or  any  radioactive  article,  substance  or  material,  at 
such  time  or  place  or  in  such  manner  or  condition  as  to  endanger  un- 
reasonably or  as  to  be  likely  to  endanger  unreasonably  persons  or 
property. 
Source.  L.  lOHO,  c.  192,  §8,  p.  4.31.  Approved  .Tune  7,  1050. 

32 :  1-154.9.  Exclusion  of  vehicle  for  violations.  Violations  of  the 
rules  and  regulations  set  forth  in  section  two  [R.  S.  Cum.  Supp. 
32:1-154.2]  through  eight  [R.  S.  Cum.  Supp.  32:1-154.8],  inclusive, 
hereof,  committed  within  the  territorial  limits  of  either  state  shall  be 
punishable  as  may  be  provided  by  the  laws  of  such  state  but  the 
penalties  prescribed  by  either  state  shall  not  preclude  the  port  author- 
ity from  excluding  from  vehicular  crossings  permanently  or  for  a  speci- 
fied time,  all  vehicles  violating  any  of  the  said  rules  and  regulations, 
as  well  as  other  vehicles  owned  or  operated  by  the  owner  or  operator 
of  such  vehicle. 
Source.  L.  1950,  c.  192,  §9,  p.  431.  Approved  June  7,  1950. 

32:  1-154.10.  Definitions.  The  following  terms  as  used  herein  shall 
have  the  indicated  meanings : 

"Traffic"  shall  include  pedestrians,  ridden  animals,  herded  animals 
and  vehicles  whether  moved  by  human  ])ower  or  otherwise. 

"Vehicular  crossings"  shall  include  not  only  bridges  and  tunnels 
operated  by  the  port  authority,  but  also  their  plazas  and  approaches, 
but  shall  not  include  any  lands  granted  by  the  port  authority  to  the 
states  of  New  York  or  New  Jersey  or  to  a  municipality  for  street  or 
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highway  purposes  even  though  such  street  or  highway  constitutes  a 
means  of  access  to  or  egress  from  such  vehicular  crossing. 
Source.  L.  1950,  c.  192,  §10,  p.  431.  Approved  June  7,  1950. 

32:1-154.11.  Severability;  effect  of  partial  invalidity.  If  any 
term  or  provision  of  this  act  shall  be  declared  unconstitutional  or  inef- 
fective in  whole  or  in  part  by  a  court  of  competent  jurisdiction,  then  to 
the  extent  that  it  is  not  unconstitutional  or  ineffective,  such  term  or 
provision  shall  be  enforced  and  effectuated,  nor  shall  such  determina- 
tion be  deemed  to  invalidate  the  remaining  terms  or  provisions  thereof. 
Source.  L.  1950,  c.  192,  §11,  p.  432.  Approved  June  7,  1950. 

32 :  1-154.12.  Repealer.  The  said  two  states  agree  that  the  act  of 
the  state  of  New  Jersey  entitled  "An  act  establishing  rules  and  regula- 
tions for  the  control  of  traffic  on  the  interstate  bridges  and  tunnels 
operated  by  the  Port  of  New  York  Authority  and  prescribing  pro- 
ceedings and  penalties  for  their  violations, ' '  approved  May  second,  one 
thousand  nine  hundred  and  thirty-two  (P.  L.  1932,  c.  146)  [R.  S.  Cum. 
Supp.  32:1-147  et  seq.],  and  chapter  two  hundred  fifty-one  of  the  laws 
of  New  York,  one  thousand  nine  hundred  and  thirty-four,  entitled  "An 
act  establishing  rules  and  regulations  for  the  control  of  traffic  on  the 
interstate  bridges  and  tunnels  operated  by  the  Port  of  New  York 
Authority  and  prescribing  proceedings  and  penalties  for  their  viola- 
tion," shall  be  and  are  repealed  as  of  the  date  this  act  [R.  S.  Cum. 
Supp.  32:1-154.1  et  seq.]  takes  effect. 
Source.  L.  1950,  c.  192,  §12,  p.  432.  Approved  June  7,  1950. 

32 : 1-154.13.     Law  as  compact  between  states ;  liberal  construction. 

This  section  and  the  preceding  sections  hereof,  together  with  the  cor- 
responding sections  of  the  act  of  the  state  of  New  York  concurring 
herein  in  accordance  with  section  seventeen  hereof  [R.  S.  Cum.  Supp. 
32:1-154.17],  shall  constitute  an  agreement  between  the  states  of  New 
York  and  New  Jersey  supplementary  to  the  compact  between  the  two 
states,  dated  April  thirtieth,  one  thousand  nine  hundred  and  twenty- 
one,  and  amendatory  thereof,  and  shall  be  liberally  construed  to  effec- 
tuate the  purposes  of  said  compact  and  of  the  agreements  of  the  two 
states  amendatory  thereof  or  supplemental  thereto,  and  shall  be  con- 
strued to  be  in  aid  of  and  supplemental  to  and  not  in  limitation  of  or 
in  derogation  of  the  powers  heretofore  conferred  upon  or  delegated 
to  the  port  authority. 
Source.  L.  1950,  c.  102,  §  13,  p.  432.  Approved  June  7,  1950. 

32:  1-154.14.     Trial  and  punishment  of  violator.     If  the  violation 

within  the  state  of  any  of  the  rules  and  regulations  set  forth  in  sections 
two  [R.  S.  Cum.  Supp.  32:1-154.2]  through  eight  [R.  S.  Cum.  Supp. 
32:1-154.8],  inclusive,  hereof,  including  but  not  limited  to  those  re- 
garding the  payment  of  tolls,  would  have  been  a  violation  of  law  or 
ordinance  if  committed  on  any  public  road,  street,  highway  or  turn- 
pike in  the  municipality  in  which  such  violation  occurred,  it  shall  be 
tried  and  punished  in  the  same  manner  as  if  it  had  been  committed 
in  such  municipality. 
Source.  L.  1950,  c.  192,  §  14,  p.  433.  Approved  June  7,  1950. 
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32 : 1-154.15.  Violation  as  high  misdemeanor.  Notwithstanding 
the  provisions  of  section  fourteen  [R.  S.  Cum.  Supp.  32:1-154.14] 
hereof,  if  the  violation  within  the  state  of  the  rules  and  regulations 
set  forth  in  section  eight  [R.  S.  Cum.  Supp.  32:1-154.8]  hereof  shall 
result  in  injury  or  death  to  a  person  or  pesrons  or  damage  to  property 
in  excess  of  the  value  of  five  thousand  dollars,  such  violation  shall 
constitute  a  high  misdemeanor. 
Source.  L.  1950,  c.  192,  §  15,  p.  433.  Approved  June  7,  1950. 

32:1-154.16.  Penalties;  trial;  practice  and  procedure.  Except  as 
provided  in  sections  fourteen  [R.  S.  Cum.  Supp.  32 : 1-154.14]  and 
fifteen  [R.  S.  Cum.  Supp.  32:1-154.15]  hereof,  any  violation  within  the 
state  of  any  of  the  rules  and  regulations  set  forth  in  sections  two 
[R.  S.  Cum.  Supp.  32:1-154.2]  through  eight  [R.  S.  Cum.  Supp. 
32:1-154.8],  inclusive,  hereof,  including  but  not  limited  to  those  re- 
garding the  payment  of  tolls,  shall  be  punishable  by  a  fine  not  exceed- 
ing five  hundred  dollars  ($500.00)  or  by  imprisonment  not  exceeding 
sixty  days  or  by  both  such  fine  and  imprisonment.  Such  a  violation 
shall  be  tried  in  a  summary  way  and  shall  be  within  the  jurisdiction 
of  and  may  be  brought  in  the  county  district  court,  or  any  criminal 
judicial  district  court,  municipal  court,  or  existing  police,  magistrate's 
or  recorder's  court,  in  the  county  where  the  offense  was  committed. 
The  rules  of  the  supreme  court  shall  govern  the  practice  and  procedure 
in  such  proceedings.  Proceedings  under  this  section  may  be  instituted 
on  any  day  of  the  week,  and  the  institution  of  the  proceedings  on  a 
Sunday  or  a  holiday  shall  be  no  bar  to  the  successful  prosecution 
thereof.  Any  process  served  on  a  Sunday  or  a  holiday  shall  be  as  valid 
as  if  served  on  any  other  day  of  the  week. 
Source.  L.  1950,  c.  192.  §  16,  p.  433.  Approved  June  7,  1950. 

32:1-154.17.  Effective  date.  This  act  [R.  S.  Cum.  Supp.  32:1- 
154.1  et  seq.]  shall  take  effect  upon  the  enactment  into  law  by  the 
state  of  New  York  of  legislation  having  an  identical  effect  with  sections 
one  through  thirteen,  inclusive,  of  this  act,  but  if  the  state  of  New  York 
shall  have  already  enacted  such  legislation,  this  act  shall  take  effect 
immediately. 

Source.  L.  1950,  c.  192,  §  17,  p.  434.  Approved  June  7,  1950. 

NOTE.  Such  concurrent  legislation  was  enacted  in  New   York.   Chapter  774  of  the 
New  York  Laws  of  1950  was  approved  by  the  governor  on  April  18,  1950. 


CHAPTER  6 

NEW  YORK 

Vehicle  and  Traffic  Law,  Consolidated  Law  Service  of  New  York 

§  16-c.  Motor  vehicles  engaged  in  the  transportation  of  dangerous 
articles. — 1.  Definition.  "Highway",  as  used  in  this  section,  shall 
mean  and  include  any  public  street,  alley,  road,  tunnel,  bridge,  viaduct, 
turnpike  or  parkway. 

"Dangerous  article",  as  used  in  this  section,  shall  mean  any  flam- 
mable liquids,  flammable  solids,  oxidizing  materials,  corrosive  liquids, 
compressed  gases,  poisonous  substances  and  radioactive  materials  as 
hereinafter  defined  when  transported  as  cargo  by  motor  vehicle  on  a 
highway.  This  section,  however,  shall  not  apply  to  explosives  as  defined 
in  article  sixteen  of  the  labor  law,  or  to  flammable  liquids  transported 
in  tank  trucks,  tank  trailers  or  tank  semi-trailers  in  accordance  with 
section  sixteen-a  of  the  vehicle  and  traffic  law. 

"Flammable  liquids",  as  used  in  this  section,  shall  mean  any  liquid 
which  gives  off  flammable  vapors  (as  determined  by  flash  point  from 
Tagliabue's  open  cup  tester,  as  used  for  test  of  burning  oils)  at  or 
below  a  temperature  of  eighty  degrees  fahrenheit. 

"Flammable  solids",  as  used  in  this  section,  shall  mean  any  solid 
substance  other  than  an  explosive,  as  above  defined,  which  is  liable, 
under  conditions  incident  to  transportation,  to  cause  fires  through  fric- 
tion, through  absorption  of  moisture,  through  spontaneous  chemical 
changes,  or  as  a  result  of  retained  heat  from  the  manufacturing  or 
processing. 

"Oxidizing  materials",  as  used  in  this  section,  shall  mean  any  sub- 
stance such  as  a  chlorate,  permanganate,  peroxide,  or  a  nitrate,  that 
yields  oxygen  readily  to  stimulate  the  combustion  of  organic  matter. 

"Corrosive  liquids",  as  used  in  this  section,  shall  mean  those  acids, 
alkaline  caustic  liquids  and  other  corrosive  liquids  which,  when  in  con- 
tact with  living  tissue,  will  cause  severe  damage  of  such  tissue  by 
chemical  action;  or  in  case  of  leakage,  will  materially  damage  or  de- 
stroy other  freight  by  chemical  action ;  or  are  liable  to  cause  fire  when 
in  contact  with  organic  matter  or  with  certain  chemicals. 

"Compressed  gas",  as  used  in  this  section,  shall  mean  any  material 
or  mixture  having  in  the  container  either  an  absolute  pressure  exceed- 
ing forty  pounds  per  square  inch  at  seventy  degrees  farenheit,*  or  an 
absolute  pressure  exceeding  one  hundred  four  pounds  per  square  inch 
at  one  hundred  thirty  degrees  farenheit,*  or  both,  or  any  liquid  flam- 
mable material  having  a  Reid  vapor  pressure  exceeding  forty  pounds 
per  square  inch  absolute  at  one  hundred  degrees  farenheit.* 

"Poisonous  substances",  as  used  in  this  section,  shall  mean  liquids 
and  gases  of  such  nature  that  a  very  small  amount  of  the  gas,  or  vapor 
of  the  liquid,  mixed  with  air  is  dangerous  to  life;  or  such  liquid,  or 
solid  substance  as  upon  contact  with  fire  or  when  exposed  to  air  gives 
off  dangerous  or  intensely  irritating  fumes  or  substances  which  are 
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chiefly  dangerous  by  external  contact  with  the  body  or  by  being  taken 
internally. 

'^Radioactive  materials' ',  as  used  in  this  section,  shall  mean  any  ma- 
terial or  combination  of  materials  that  spontaneously  omits  ionizing 
radiation. 

"Motor  vehicle",  as  used  in  this  section,  shall  include  trailers,  semi- 
trailers and  motor  cycles. 

2.  It  shall  be  unlawful  to  transport  by  motor  vehicle  over  the  high- 
ways within  this  state  any  dangerous  article  in  such  manner  or  con- 
ditions as  will  unreasonably  endanger  the  person  or  property  of  others. 

3.  It  shall  be  unlawful  to  transport  by  motor  vehicle  over  the  high- 
ways within  this  state  any  dangerous  article  without  conspicuously 
marking  or  placarding  any  motor  vehicle  engaged  in  such  transporta- 
tion on  each  side  and  on  the  rear  thereof  with  the  word  "dangerous" 
or  the  common  or  generic  name  of  the  substance  transported  or  its 
principal  hazard;  provided,  that  the  commissioner  of  motor  vehicles 
may,  by  regulation  issued  after  a  public  hearing,  prescribe  with  respect 
to  any  specific  dangerous  article  the  minimum  quantities  below  which 
no  placard  shall  be  required. 

4.  Nothing  in  this  section  contained  shall  apply  to  transportation  of 
any  dangerous  article  by  rail  or  by  water ;  nor  to  transportation  of  any 
dangerous  article  by  highway  when  packed,  marked,  labeled  or  accom- 
panied by  shipping  papers  in  conformity  with  the  applicable  regula- 
tions of  the  interstate  commerce  commission  and  placarded  in  conform- 
ity with  the  provisions  of  subdivision  three  of  this  section;  nor  to  the 
regular  military  or  naval  forces  of  the  United  States,  nor  to  the  duly 
authorized  militia  of  any  state  or  territory  thereof,  nor  to  the  police 
or  fire  departments  of  this  state,  or  of  its  counties,  cities,  towns,  vil- 
lages, agencies  or  instrumentalities,  providing  the  same  are  acting 
within  their  official  capacity  and  in  the  performance  of  their  duties. 

5.  A  first  violation  of  any  of  the  provisions  of  this  section  shall  be  a 
misdemeanor,  punishable  by  a  fine  not  exceeding  five  hundred  dollars, 
or  by  imprisonment  not  exceeding  sixty  days,  or  both  such  fine  and 
imprisonment;  a  second  violation  shall  be  a  misdemeanor,  punishable 
by  a  fine  of  not  less  than  five  hundred  dollars  nor  more  than  one  thou- 
sand dollars,  or  by  imprisonment  not  exceeding  six  months,  or  both 
such  fine  and  imprisonment;  and  any  subsequent  violation  shall  be  a 
felony. 

6.  [Repealed] 

*  So  in  original. 
§  16-c.     History:     Add  L  1951,  cli  651,  amd,  L  1952,  ch  8G,  eff  Mar  4,  1952. 
Sub  6,  repealed,  L  1957,  ch  698,  §  5,  eff  July  1,  1958. 
References:   This  section  referred  to  in  §§  1630,  1642. 

CASE   NOTES 

If  1.  Defendant's  transportation  of  a  cargo  of  sulphuric  acid  without  proper  mark- 
ings was  a  violation  of  this  section  though  defendant's  driver  had  no  knowledge  that 
his  cargo  was  dangerous.  People  v.  Hartford  Transportation  Co.,  6  M2d  562,  165 
S2d  418  (1957) 
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Chapter  155,  Unconsolidated  Laws  of  New  York 

§  1.  [Rules  and  regulations  governing  traflBc  on  air  and  marine 
terminal  highways]. — 

7.  No  person  shall  transport  on  any  air  terminal  highway  or  marine 
terminal  highway  any  dynamite,  nitroglycerin,  black  powder,  fireworks, 
blasting  caps  or  other  explosives,  gasoline,  alcohol,  ether,  liquid  shellac, 
kerosene,  turpentine,  formaldehyde  or  other  inflammable  or  combustible 
liquids,  ammonium  nitrate,  sodium  chlorate,  wet  hemp,  powdered  me- 
tallic magnesium,  nitro-cellulose  film,  peroxides  or  other  readily  in- 
flammable solids  or  oxidizing  materials,  hydrochloric  acid,  sulfuric 
acid  or  other  corrosive  liquids,  prussie  acid,  phosgene,  arsenic,  carbolic 
acid,  potassium  cyanide,  tear  gas,  lewisite,  or  any  other  poisonous  sub- 
stances, liquids  or  gases,  or  any  compressed  gas,  or  any  radioactive 
article,  snhstance  or  material,  at  such  time  or  place  or  in  such  manner 
or  condition  as  to  endanger  unreasonably  or  as  to  be  likely  to  endanger 
unreasonably  persons  or  property;  nor  shall  any  person  park  any 
vehicle,  or  permit  the  same  to  remain  halted  on  any  air  terminal  high- 
way or  marine  terminal  highway  containing  any  of  the  foregoing,  at 
such  time  or  place  or  in  such  manner  or  condition  as  to  endanger 
unreasonably  or  as  to  be  likely  to  endanger  unreasonably  persons  or 
property. 

8.  No  person  shall  park  a  vehicle  or  permit  the  same  to  remain  halted 
on  any  air  terminal  highway  or  marine  terminal  highway  except  at 
such  places  and  for  such  periods  of  time  as  may  be  prescribed  or 
permitted  by  the  port  authority. 

§  2.  [Penalties ;  trial  and  punishment], — If  the  violation  within  the 
state  of  any  of  the  rules  and  regulations  set  forth  in  section  one  hereof, 
would  have  been  a  felony,  misdemeanor  or  other  punishable  offense  if 
committed  on  any  public  road,  street,  highway  or  turnpike  in  the 
municipality  in  which  such  violation  occurred,  it  shall  be  tried  and 
punished  in  the  same  manner  as  if  it  had  been  committed  on  such 
public  road,  street,  highway  or  turnpike. 

§  2.     History:     Add,  L  1951,  ch  206,  eff  July  1,  1951. 

References:   This  section  referred  to  in  §§  1,  3,  4. 

§3,  [Felony  for  violation  resulting  in  death], — Notwithstanding 
the  provisions  of  .section  two  hereof,  if  the  violation  within  the  state 
of  the  rule  and  regulation  numbered  seven  and  set  forth  in  section 
one  hereof  shall  result  in  injury  or  death  to  a  person  or  persons  or 
damage  to  property  in  excess  of  the  value  of  five  thousand  dollars,  such 
violation  shall  constitute  a  felony. 

§  3.     H  istory :     Add,  L  1951,  ch  206,  eff  July  1,  1951. 

References:    This  section  referred  to  in  §§  1,  4. 

§4,  [Misdemeanors;  trial  and  punishment], — Except  as  provided 
in  sections  two  and  three  hereof,  any  violation  Avithin  the  state  of  any 
of  the  rules  and  regulations  set  forth  in  section  one  hereof,  shall  con- 
stitute a  misdemeanor  and  .shall  be  punishable  as  an  offense  triable  in 
a  magistrate's  court  by  a  fine  not  exceeding  five  hundred  dollars  or 
by  imprisonment  not  exceeding  sixty  days  or  by  both  such  fine  and 
imprisonment. 

§  4.     H  istory :     Add,  L  1951,  ch  206,  eff  July  1,  1951. 

References:  This  section  referred  to  in  §  1. 
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§  5.     [Exclusion  from  air  and  marine  terminal  highways]. — The 

penalties  above  prescribed  shall  not  preclude  the  port  authority  from 
excluding  from  anj'  air  terminal  highway  or  marine  terminal  highway, 
permanently  or  for  a  specified  time,  all  vehicles  violating  any  of  the 
rules  and  regulations  set  forth  in  section  one  hereof,  as  well  as  other 
vehicles  owned  or  operated  by  the  owner  or  operator  of  such  vehicle. 

§  5.     History:      Add,  L  lOf.l,  eh  206,  eff  July  1,  1951. 

§  6.  [Construction  of  act]. — Nothing  herein  contained  shall  be  con- 
strued to  atfect,  diminish  or  impair  the  power  of  this  state  to  enact  any 
law,  or  to  impair  or  diminish,  or  as  recognition  of  the  impairment  or 
dimunition  *  of  any  power  of  this  state,  legislative  or  otherwise,  with 
respect  to  the  port  authority,  its  properties,  or  persons  or  property 
thereon. 

§  6.     H  istory :      Add,  L  1951,  ch  206,  eff  July  1,  1951. 

*  So  in  original. 

§  7.  [Effective  date]. — This  act  shall  take  effect  upon  the  adoption 
by  the  states  of  New  York  and  New  Jersey  of  concurrent  legislation 
providing  that  either  state,  without  the  consent  or  concurrence  of  the 
other  state,  may  from  time  to  time  prescribe,  amend,  modify  or  rescind 
penalties  for  violations  within  its  territorial  limits  of  any  rule  or 
regulation,  otherwise  authorized,  of  tlie  port  of  New  York  authority, 
and  procedures  for  the  enforcement  of  such  penalties,  but  in  no  event 
prior  to  July  first,  nineteen  hundred  fifty-one ;  provided,  however,  that 
if,  prior  to  July  first,  nineteen  hundred  fifty-one,  the  states  of  New 
York  and  New  Jersey  have  enacted  such  legislation,  this  act  shall 
take  effect  July  first,  nineteen  hundred  fifty-one. 
§7.     History:      Add,  L  1951,  ch  206,  eff  July  1,  1951. 

Chapter  157,  Unconsolidated  Laws  of  New  York 

§8.     [Transportation  of  inflammable  or  combustible  materials]. — 

No  person  shall  transport  in  or  upon  a  vehicular  crossing,  any  dyna- 
mite, nitroglycerin,  black  powder,  fireworks,  blasting  caps  or  other 
explosives,  gasoline,  alcohol,  ether,  liquid  shellac,  kerosene,  turpentine, 
formaldehj'de  or  other  inflammable  or  combustible  liquids,  ammonium 
nitrate,  sodium  chlorate,  wet  hemp,  powdered  metallic  magnesium, 
nitro-cellulose  film,  peroxides  or  other  readily  inflammable  solids  or 
oxidizing  materials,  hydrochloric  acid,  sulfuric  acid  or  other  corrosive 
liquids,  prussic  acid,  phosgene,  arsenic,  carbolic  acid,  potassium  cya- 
nide, tear  gas,  lewisite  or  any  other  poi.sonous  substances,  liquids  or 
gases,  or  any  compressed  gas,  or  miy  radioactive  article,  substance  or 
material,  at  such  time  or  place  or  in  such  manner  or  condition  as  to 
endanger  unreasonably  or  as  to  be  likely  to  endanger  unreasonably 
persons  or  property. 

§9.  [Violations;  additional  penalties]. — Violations  of  the  rules 
and  regulations  set  forth  in  sections  two  through  eight,  inclusive, 
hereof,  connnitted  within  the  territorial  limits  of  either  state  shall  be 
punishable  as  may  be  provided  by  the  laws  of  such  state  but  the  penal- 
ties described  by  either  state  shall  not  preclude  the  port  authority 
from  excluding  from  vehicular  crossings  permanently  or  for  a  specified 
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time,  all  vehicles  violating  any  of  the  said  rules  and  regulations,  as 
well  as  other  vehicles  owned  or  operated  by  the  owner  or  operator 
of  such  vehicle. 

§  8.     History:      Add,  L  1950,  ch  774,  amd.  L  1951,  ch  543. 

Note  :  1951,  ch  543,  §  2,  provides :  The  state  of  New  Jersey,  having  in  section 
eight  of  chapter  one  hundred  ninety-two  of  the  laws  of  New  Jersey,  nineteen  hundred 
fifty,  enacted  legislation  identical  in  effect  with  this  act,  this  act  shall  take  effect 
immediately. 

References:   This  section  referred  to  in  §§  1,  9,  15,  16,  17. 

§9.  History:  Add,  L  1950,  ch  774,  eff  June  7,  1950.  Substance  tran.sf erred  from 
§§  2  and  3. 

References:    This  section  referred  to  in  §  17. 


CHAPTER  7 

VIRGINIA 

chapter  11,  Title  18,  1958  Cumulative  Supplement  to  1950  Code  of  Virginia 

CHAPTER   11.     TRANSPORTING  DANGEROUS  ARTICLES 

Sec.  Sec. 

18-3G1.  Definitions.  18-364.  Enforcement. 

18-362.   Unlawful  to  transport  dangerous  18-365.  Chapter  not  to  preclude  exercise 

articles  except  as  prescribed.  of  other  regulatory  powers. 

18-.363.  Penalty  for  violation.  18-366.  Exceptions. 

§  18-361.  Definitions. — Unless  a  different  meaning  is  clearly  re- 
quired by  the  context : 

(1)  The  term  "higlnvmj"  as  used  herein  shall  mean  and  include  any 
public  street,  alley,  road,  tunnel,  bridge,  viaduct,  turnpike  or  parkway. 

(2)  The  term  "dangerous  articles"  as  used  herein  shall  mean  explo- 
sives, flammable  liquids,  flammable  solids,  oxidizing  materials,  corrosive 
liquids,  compressed  gases,  poisonous  substances  and  radioactive  mate- 
rials as  hereinafter  defined  when  transported  as  cargo. 

(3)  The  word  "person''  as  used  herein  shall  mean  and  include  any 
individual,  partnership,  association  or  corporation. 

(4)  The  term  " flammalile  liquids"  as  used  herein  shall  mean  any 
liquid  which  gives  off  flammable  vapors  (as  determined  by  flash  point 
from  Tagliabue's  open  cup  tester,  as  used  for  test  of  burning  oils)  at 
or  below  a  temperature  of  80  degrees  F. 

(5)  The  term  "flammahle  solid"  as  used  herein  shall  mean  any  solid 
substance  other  than  an  explosive,  as  hereinafter  defined,  which  is  liable, 
under  conditions  incident  to  transportation,  to  cause  fires  through  fric- 
tion, through  absorption  of  moisture,  through  siDontaneous  chemical 
changes,  or  as  a  result  of  retained  heat  from  the  manufacturing  or 
processing. 

(6)  The  term  "oxidizing  material"  as  used  herein  shall  mean  any 
substance  such  as  chlorate,  permanganate,  peroxide,  or  a  nitrate  that 
yields  oxygen  readily  to  stimulate  the  combustion  of  organic  matter, 

(7)  The  term  "corrosive  liquids"  as  used  herein  shall  mean  those 
acids,  alkaline  caustic  liquids  and  other  corrosive  liquids  w^hich,  when 
in  contact  with  living  tissue  will  cause  severe  damage  of  such  tissue 
by  chemical  action;  or  in  case  of  leakage,  will  materially  damage  or 
destroy  other  freight  by  chemical  action;  or  are  liable  to  cause  fire 
when  in  contact  with  organic  matter  or  with  certain  chemicals. 

(8)  The  term  " coni'pressed  gas"  as  used  herein  shall  mean  any  ma- 
terial or  mixture  having  in  the  container  either  an  absolute  pressure 
exceeding  40  pounds  per  square  inch  at  70  degrees  F.,  or  an  absolute 
pressure  exceeding  104  pounds  per  square  inch  at  130  degrees  F.,  or 
both,  or  any  liquid  flammable  material  having  a  Reid  vapor  pressure 
exceeding  40  pounds  per  square  inch  absolute  at  100  degrees  F.  (Amer- 
ican Society  for  Testing  Materials  Method  of  Test  for  Vapor  Pressure 
of  Petroleum  Products.  D-323). 
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(9)  The  term  "poisonous  suhstances"  shall  mean  liquids  and  gases 
of  such  nature  that  a  very  small  amount  of  the  gas,  or  vapor  of  the 
liquid,  mixed  with  air  is  dangerous  to  life ;  or  such  liquid  or  solid  sub- 
stances as  upon  contact  with  fire  or  when  exposed  to  air  give  off  danger- 
ous or  intensely  irritating  fumes;  or  substances  which  are  chiefly 
dangerous  by  external  contact  with  the  body  or  by  being  taken  in- 
ternally. 

(10)  The  term  "radioactive  materials"  as  used  herein  shall  mean 
any  material  or  combination  of  materials  that  spontaneously  emits 
ionizing  radiation. 

(11)  The  term  "explosive"  shall  be  held  to  mean  and  include  any 
chemical  compound  or  mechanical  mixture  that  is  commonly  used  or 
intended  for  the  purpose  of  producing  an  explosion,  that  contains  any 
oxidizing  and  combustible  units,  or  other  ingredients,  in  such  propor- 
tions, quantities  or  packing  that  an  ignition  by  fire,  by  friction,  by 
concussion,  by  precussion,  or  by  detonator,  or  any  part  of  the  com- 
pound or  mixture  may  cause  such  a  sudden  generation  of  highly  heated 
gases  that  the  resultant  gaseous  pressures  are  capable  of  producing 
destructive  effects  on  contiguous  objects  or  of  destroying  life  or  limb. 
(1956,  c.  492.) 

The  numbers  of  §§  18-361  to  18-366  were  assigned  by  the  Virginia  Code  Commis- 
sion, tlie  1956  act  liaviug  assigned  no  numbers. 

§  18-362.  Unlawful  to  transport  dangerous  articles  except  as  pre- 
scribed.— It  shall  be  unlawful  to  ship  or  transport  within  the  territo- 
rial limits  of  this  Commonwealth,  whether  by  motor  vehicle,  boat,  air- 
plane, or  any  other  means  of  conveyance,  any  dangerous  article  except 
in  the  manner  prescribed  by  the  State  Corporation  Commission.  It  shall 
be  the  duty  of  the  Commission,  from  time  to  time,  within  its  discretion, 
to  promulgate  rules  and  regulations  fixing  maximum  amounts  of  various 
dangerous  articles,  except  as  to  flammable  liquids,  which  may  be  trans- 
ported in  any  manner  and  the  methods  of  packing  and  marking  the 
same.  In  all  instances  in  which  such  dangerous  articles  are  transported 
by  motor  vehicle  over  the  highways  of  this  Commonwealth  such  motor 
vehicle  must  be  conspicuously  marked  or  placarded  on  each  side  and 
rear  thereof  with  the  word  "DANGEROUS"  or  the  common  or  generic 
name  of  the  substance  transported  or  its  principal  hazard;  provided, 
how^ever,  that  the  Commission  may,  by  regulation,  prescribe  with  respect 
to  specifically  dangerous  articles  the  minimum  quantities  below  which 
no  placard  shall  be  required.  (1956,  c.  492.) 

§  18-363.  Penalty  for  violation. — Any  violation  of  any  provision 
of  the  foregoing  section,  or  the  rules  and  regulations  of  the  Commission 
promulgated  pursuant  thereto,  shall  constitute  a  misdemeanor  and 
shall  be  punishable,  for  a  first  offense,  by  a  fine  of  not  less  than  ten 
dollars  nor  more  than  fifty  dollars,  or  by  confinement  in  jail  for  a 
period  not  to  exceed  sixty  days,  or  both,  and  for  a  subsequent  offense, 
by  the  penalty  of  not  less  than  fifty  dollars  nor  more  than  one  thousand 
dollars,  or  by  confinement  in  jail  for  not  less  than  sixty  days  nor  more 
tlian  six  months,  or  both.  (1956,  c.  492.) 
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§  18-364.  Enforcement.— The  enforcement  of  the  provisions  of  the 
foregoing  sections  shall  be  the  duty  of  the  State  Corporation  Commis- 
sion and  the  Department  of  State  Police,  together  with  all  law  enforce- 
ment and  peace  officers  of  this  Commonwealth.  (1956,  c.  492.) 

§  18-365.  Chapter  not  to  preclude  exercise  of  other  re^latory 
powers. — The  provisions  herein  shall  not  be  construed  so  as  to  pre- 
clude the  exercise  of  the  regulatory  powers  of  any  agency,  department 
or  political  subdivision  of  the  Commonwealth  having  statutory  author- 
ity to  exclude  dangerous  articles  or  cargoes  from  specified  highways 
or  portion  thereof.  (1956,  c.  492.) 

§  18-366.  Exceptions. — Nothing  herein  contained  shall  apply  to 
shipment  or  transportation  of  dangerous  articles  in  interstate  commerce 
when  packed,  marked,  labeled,  or  accompanied  by  shipping  papers  in 
conformity  with  the  applicable  regulations  of  the  Interstate  Commerce 
Commission  and  placarded  in  conformity  therewith ;  nor  to  the  regular 
military  or  naval  forces  of  the  United  States,  nor  to  the  duly  author- 
ized militia  of  any  State  or  Territory  thereof,  nor  to  the  police  or  fire 
departments  of  this  Commonwealth,  providing  the  same  are  acting 
within  their  official  capacity  and  in  the  performance  of  their  duties ;  nor 
to  motor  vehicles  when  transporting  bulk  flammable  liquids  by  tank 
truck.  (1956,  c.  492.) 


CHAPTER  8 

WASHINGTON 

Revised  Code  of  Washington,  as  Amended,  Statutes  of  1957,  Chapter  9o 

Sec.  2.  Section  10-t,  chapter  189,  Laws  of  1937  and  ROW  46.60.320 
are  each  amended  to  read  as  follows : 

Any  person  operating  a  vehicle  carrying  passengers  for  hire  or  a 
school  bus  or  a  vehicle  in  which  are  being  transported  explosive  sub- 
stances or  flammable  liquids  or  any  other  suhstance  listed  as  a  danger- 
ous article  under  the  regulations  of  the  Interstate  Commerce  Commis- 
sion shall  bring  such  vehicle  to  a  full  stop  within  fifty  feet,  but  not  less 
than  twenty  feet,  of  any  railroad  or  interurban  grade  crossing  before 
proceeding  across  it.  Any  person  operating  a  vehicle,  other  than  those 
specifically  mentioned  above,  shall,  upon  approaching  the  intersection 
of  any  public  highway  with  a  railroad  or  interurban  grade  crossing, 
reduce  the  speed  of  his  vehicle  to  a  rate  of  speed  not  to  exceed  that  at 
which,  considering  the  view  along  the  track  in  both  directions,  the 
vehicle  can  be  brought  to  a  complete  stop  not  less  than  ten  feet  from 
the  nearest  track  in  the  event  of  an  approaching  train.  The  actual 
maximum  speed  permitted  on  the  approach  to  any  highway-railroad 
grade  crossing  on  a  public  highway  may  be  controlled  by  signs  posted 
on  the  approach  thereto,  and  the  director  of  highways  shall  place,  as 
soon  as  is  practicable,  approach  signs  upon  state  highwaj^s,  setting  the 
maximum  speed  allowed  at  crossings  and  within  one  hundred  feet  on 
the  approach  thereto.  No  stop  need  be  made  at  any  such  highway-rail- 
road grade  crossing  where  a  peace  officer  directs  traffic  to  proceed. 

Passed  the  House  March  7,  1957. 

Passed  the  Senate  March  6,  1957. 

Approved  by  the  Governor  March  13,  1957. 
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CHAPTER  9 

State  of  California 
Office  of  Legislative  Counsel 
Sacramento,  California,  January  20,  1959 

Honorable  Charles  Edward  Chapel 
Assembly  Chamber 

TRANSPORTATION  OF  RADIOACTIVE  MATERIALS-#6479 

Dear  Mr.  Chapel:  You  have  reciuested  a  statement  regarding  the 
derivation  of  Assembly  Bill  No.  413,  which  we  prepared  at  your  request. 

Assembly  Bill  No.  413  is  based  upon  the  provisions  of  Division  lid 
(commencing  at  Section  729.01)  of  the  Vehicle  Code,  regarding  the 
transportation  of  explosives,  and  the  rules  and  regulations  of  the  Inter- 
state Commerce  Commission  pertaining  to  the  transportation  of  radio- 
active materials  which  are  contained  in  Parts  71  to  78,  inclusive.  Chap- 
ter 1,  Title  49  of  the  Code  of  Federal  Regulations. 

Division  lid  of  the  Vehicle  Code  now  requires  that  persons  trans- 
porting certain  types  and  amounts  of  explosives  upon  the  public  high- 
ways secure  a  permit  to  do  so  from  the  Department  of  the  California 
Highway  Patrol,  follow  routes  designated  by  the  State  Fire  Marshal, 
and  use  only  vehicles  meeting  specified  standards.  It  prescribes  the 
bases  upon  which  permits  to  transport  explosives  may  be  refused,  sus- 
pended, or  revoked.  It  further  prescribes  equipment  which  vehicles 
transporting  explosives  must  carry,  cargoes  they  are  prohibited  to 
carry,  and  the  manner  in  which  such  vehicles  are  to  be  operated. 

Assembly  Bill  No.  413  would  expand  the  provisions  of  Division  lid 
to  encompass  the  transportation  upon  the  public  highways  of  any  radio- 
active material.  The  term  "radioactive  material"  would  be  defined  to 
include  any  material  or  combination  of  materials  that  spontaneously 
emits  radiation  not  exempted  from  the  packaging,  marking,  and  label- 
ing requirements  of  the  Interstate  Commerce  Commission  and  such 
other  materials  as  are  designated  by  the  State  Fire  Marshal  after  he 
has  considered  changes  in  the  materials  exempted  from  the  packaging, 
marking,  and  labeling  requirements  of  the  Interstate  Commerce  Com- 
mission. This  definition  is  based  upon  the  definition  of  radioactive  ma- 
terial contained  in  Section  73.391  of  Title  49  of  the  Code  of  Federal 
Regulations  and  upon  the  fact  that  Section  73.392  of  Title  49  does 
exempt  certain  radioactive  materials  from  the  Interstate  Commerce 
Commission  packaging,  marking,  and  labeling  requirements. 

The  bill  would  require  that  persons  transporting  any  radioactive  ma- 
terial included  within  the  definition  upon  the  public  highways  secure  a 
permit  to  do  so  from  the  Department  of  the  California  Highway  Patrol 
and  follow  routes  designated  by  the  State  Fire  Marshal.  The  routes 
could  be  the  same  as  the  routes  for  the  transportation  of  explosives.  It 
would  prohibit  any  person  to  accept  any  such  radioactive  materials  for 
shipment  unless  accompanied  by  a  bill  of  lading  from  the  shipper  show- 
ing the  kind  of  radioactive  materials  and  bearing  a  statement  that  they 
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have  been  packaged,  labeled,  and  marked  in  accordance  with  the  regula- 
tions of  the  Interstate  Commerce  Commission.  Other  persons  would  be 
prohibited  from  transporting  such  radioactive  materials  upon  any  pub- 
lic highway  unless  they  are  so  packaged,  labeled,  and  marked.  The  re- 
maining provisions  of  Division  lid,  generally,  would  be  made  applic- 
able by  the  bill  to  the  transportation  of  radioactive  materials  upon  the 
public  highways. 

Very  truly  yours, 

Ralph  X.  Kleps 
Legislative  Counsel 
By  Stanley  M.  Lourimore 
Deputy  Legislative  Counsel 


CHAPTER  10 
CALIFORNIA  LEGISLATURE,  1959   REGULAR   (GENERAL)   SESSION 

ASSEMBLY  BILL  No.  413 


Introduced  by  Messrs.  Chapel,  Kilpatrick,  Backstrand,  Belotti, 
Busterud,  Dills,  Francis,  House,  and  Meyers 


January  19,  1959 


REFERRED  TO  COMMITTEE  ON  TRANSPORTATION  AND  COMMERCE 


An  act  to  amend  the  title  of  Division  lid  (commencing  at 
Section  729.01)  of,  and  Sections  729.02,  729.03,  729.04, 
729.05,  729.07,  729.08,  729.10,  729.11,  729.12,  729.13,  729.14, 
729.15,  and  729.16  of  and  to  add  Section  729.015  to,  the 
Vehicle  Code,  and  to  amend  the  title  of  Division  14  (com- 
mencing at  Section  31600)  of,  and  Sections  31601,  31602, 
31603,  31604,  31606,  31607,  31609,  31610,  31611,  31612, 
31613,  31614,  and  31615  of,  and  to  add  Section  31600.5  to, 
the  Vehicle  Code,  as  proposed,  hy  Assemhly  Bill  No.  5,  re- 
lating to  the  transportation  of  radioactive  materials. 

The  people  of  the  State  of  California  do  enact  as  follows: 

1  Section  1.     The  title  of  Division  lid  (commencing  at  Sec- 

2  tion  729.01)  of  the  Vehicle  Code  is  amended  to  read: 

3 

4  DIVISION  lid.     TRANSPORTATION  OF   EXPLOSIVES 

5  AND  RADIOACTIVE  MATERIALS 

6 

7  Sec.  2.     Section  729.015  is  added  to  said  code,  to  read: 

8  729.015.     Radioactive  Materials.     For  the  purposes  of  this 

9  division  only,  the  term  "radioactive  materials"  shall  include 

10  any  material  or  combination  of  materials  that  spontaneously 

11  emits  ionizing  radiation  not  exempted  from  the  packaging, 

12  marking,  and  labeling  requirements  of  the  Interstate   Com- 

13  merce  Commission  and  such  other  materials  as  are  designated 

LEGIRLATIVE  COUNSEL'S  DIGEST 

A.  B.  413  as  introduced,  Chapel  (Trans.  &,  C).  Transportation  of  radioactive 
materials. 

Amends  and  adds  various  sections,  Veh.  C. 

Provides  for  the  licensing  and  regulation  of  the  transportation  upon  public  high- 
ways of  radioactive  materials  not  exempted  from  the  packaging,  marking,  and  label- 
ing requirements  of  the  Interstate  Commerce  Commission  in  the  same  manner  as 
the  transportation  of  explosives  upon  public  highways  is  now  licensed  and  regu- 
lated. 

(35) 


■iG  TRAN SPORT ATIOX    OF    NUCLEAR   FISSION   PRODUCTS 

1  by  regulations  adopted  from  [time]  to  time  by  the  State  Fire 

2  Marshal  in  accordance  with  the  provisions  of  Chapter  4  (com- 

3  mencing  at  Section  11370),  Part  1,  Division  3,  Title  2  of  the 

4  Government  Code,  after  he  has  considered  changes  in  the  ma- 

5  terials  exempted  from  the  packaging,  marking,  and  labeling 
(3  requirements  of  the  Interstate  Commerce  Commission,  as  mate- 

7  rials  which  the  protection  of  life  and  property  require  to  be 

8  considered  radioactive  materials  for  the  purposes  of  this  divi- 

9  sion.  In  no  event  shall  the  regulations  adopted  by  the  State 

10  Fire  Marshal  be  more  restrictive  than  those  of  the  Interstate 

11  Commerce  Commission. 

12  Sec.  3.     Section  729.02  of  said  code  is  amended  to  read  : 
1.3         729.02.     Application    of    Division    lid.     (a)   This   division 

14  shall  apply  to  the  operation  of  any  motor  vehicle  on  any 

15  public  highway  for  the  purpose  of  transporting  any  explosive 

16  in  an}'  amount  when  such  transportation  is  rendered   as  a 

17  delivery  service  or  for  hire,  or  in  any  other  event  for  the 

18  purpose  of  transporting  any  explosive  in  an  amount  in  excess 

19  of  1,000  pounds.  The  transportation  of  quantities  of  explosives 

20  of  1,000  pounds  or  less,  or  other  than  on  a  public  highway,  is 

21  governed  by  Division  11   (commencing  at  Section  12000)   of 

22  the  Health  and  Safety  Code. 

23  (b)   This  division  sJwll  apply  to  the  operation  of  any  motor 

24  vehicle  on  any  puMic  highway  for  the  purpose  of  transporting 

25  any  radioactive  material. 

26  (c)  It  is  the  legislative  intention  in  enacting  this  division 

27  and  with  particular  reference  to  requiring  permits  for  trans- 

28  portation  of  explosives  or  radioactive  materials  as  set  forth 

29  herein  that  said  provisions  shall  apply  uniformly  throughout 

30  the  State  of  California  and  that  said  permit  to  be  obtained 

31  from  the  Department  of  the  California  Highway  Patrol  shall 

32  be  in  lieu  of  any  requirement  for  any  permit  to  be  obtained 

33  b}'  any  said  owner  from  any  local  autliority  within  said  State. 

34  Sec.  4.     Section  729.03  of  said  code  is  amended  to  read  : 

35  729.03.     Permit  and  Highways  to  Be  Used  for  Transporta- 

36  tion  of  Explosives  or  Radioactive  Materials,     (a)     It  is  a  mis- 

37  demeanor  for  any  owner  of  a  vehicle  to  drive  or  permit  the 

38  driving  of  said  vehicle  on  any  public  highway  for  the  purpose 

39  of  transporting  any  explosive  or  radioactive  material  as  defined 

40  herein  and  within  the  scope  of  Section  729.02  unless  such 

41  owner  then  holds  a  valid  permit  for  the  such  transportation 

42  ef  explosives  as  provided  in  this  division,  except  such  persons 

43  as  are  expresslj^  exempted  in  this  division. 

44  (b)    It  is  a  misdemeanor  for  the  owner  of  any  vehicle  trans- 

45  porting  explosives  or  radioactive  material  to  drive,  or  to  permit 

46  the  driving  of  such  vehicle,  and  for  the  driver  to  drive  such 

47  vehicle,  upon  any  public  highway,  not  designated  in  regula- 

48  tions  adopted  by  the  State  Fire  Marshal  as  a  route  for  the 

49  such  transportation  ef  explosives,  unless  the  use  of  such  high- 

50  waj'  is  required  to  permit  delivery  of,  or  the  loading  of  addi- 

51  tional,  explosives  or  radioactive  materials  at  a  point  not  on  a 
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1  highway  designated  as  a  route  for  t4%e  such  transportation  el 

3  The  State  Fire  Marshal,  after  public  hearings  with  the  of- 

4  ficials  having  the  responsibility  for  the  prevention  and  sup- 

5  pression  of  fire   in  communities  through   which   such  routes 

6  pass,  representatives  of  transportation  companies  concerned, 

7  explosives  manufacturers  where  the  routes  are  to  he  for  the 

8  transportation   of  explosives,  processors  and  users   of  radio- 

9  active  materials  where  the  routes  are  to  he  for  the  transporta- 

10  tion  of  radioactive  materials  ,  and  the  Department  of  the  Cali- 

11  fornia   Highway   Patrol   shall,    by   regulation,    designate   the 

12  routes  in  this  State  which  are  to  be  used  for  the  transportation 

13  of  explosives  and  the  routes  which  are  to  he  used  for  the  trans- 
it portation  of  radioactive  materials  ,  and  he  shall  prepare  and 

15  deliver  to  the  Department  of  the  California  Highway  Patrol, 

16  for  distribution  to  persons  engaged  in  the  transportation  of 

17  explosives  or  radioactive  materials  ,  maps  which  clearly  indi- 

18  cate  the  routes,  as  established  by  the  public  hearings,  which 

19  are  to  be  used  for  the  transportation  of  explosives  or  radio- 

20  active  materials  ,  required  inspection  stops,  and  safe  places  for 

21  the  drivers  of  vehicles  transporting  explosives  or  radioactive 

22  materials  to  stop  for  food,  fuel,  or  other  necessary  reasons. 

23  Tlie  routes  for  the  transportation  of  radioactive  materials  may 

24  he  the  same  as  the  routes  for  the  transportation  of  explosives. 

25  (c)   In  the  event  the  owner  of  a  vehicle  leases  the  same  to  be 

26  used  in  the  transportation  of  explosives  or  radioactive  mate- 

27  rials  for  which  a  permit  is  required,  the  lessee  shall  be  deemed 

28  the  owner  for  the  purposes  of  this  division. 

29  Sec.  5.     Section  729.04  of  said  code  is  amended  to  read  : 

30  729.04.     Application  for  and  Issuance  of  Permit,     (a)   Ap- 

31  plication  for  a  permit  to  engage  in  the  transportation  of  explo- 

32  sives  ,  or  for  a  permit  to  engage  in  the  transportation  of  radio- 

33  active  materials,  on  any  vehicle  upon  a  public  highway  shall  be 

34  made  to  the  Department  of  the  California  Highway  Patrol 

35  upon  a  form  provided  by  said  department.  Every  application 

36  shall  certify  that  every  vehicle  to  be  used  in  the  transportation 

37  of  explosives  or  radioactive  materials  and  subject  to  this  di- 

38  vision  meets  the  standards  as  to  condition  and  equipment  as 

39  prescribed  by  the  Interstate  Commerce  Commission  and  Divi- 

40  sion  llcl  of  this  code  for  vehicles  used  in  such  transportation. 
4]^  (b)   The   Department   of   the    California   Highway   Patrol, 

42  upon  receiving  proper  application  hereunder,  is  authorized  to 

43  issue  a  permit  for  transportation  of  explosives  ,  or  a  permit 

44  for  trayisportation  of  radioactive  materials,  by  vehicle  upon 

45  public  highways,  which  permit  when  issued  shall  be  effective 
4Q  until  suspended,  canceled  or  revoked. 

47  Sec.  6.     Section  729.05  of  said  code  is  amended  to  read  : 

48  729.05.     Authority  to  Refuse  Permit.     The  Department  of 

49  the  California  Highway  Patrol  is  authorized  to  refuse  the  issu- 

50  ance  of  a  permit  for  the  transportation  of  explosives ,  or  a 

51  permit  for  the  transportation  of  radioactive  materials,  when, 

52  upon  a  showing  by  the  records  of  the  Department  of  Motor 
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1  Vehicles,  it  is  evident  that  the  applicant  or  his  employees  have 

2  been  guilty  of  repeated  violations  of  the  traffic  laws  to  such  an 

3  extent  as  to  demonstrate  that  it  would  be  unsafe  and  not  in 

4  the  public   interest   to  permit  said   applicant   to   operate  or 

5  permit  the  operation  of  any  vehicle  owned  by  him  for  the 

6  transportation  of  explosives  or  radioactive  materials  upon  the 

7  public  highways. 

8  Sec.  7.     Section  729.07  of  said  code  is  amended  to  read  : 

9  729.07.     Suspension    or    Revocation    of    Permit,      (a)    The 
TO  Department  of  the  California  Highway  Patrol  is  authorized 

11  to  suspend  or  revoke  a  permit  for  the  transportation  of  ex- 

12  plosives ,  or  a  permit  for  the  transportation  of  radioactive 

13  materials,  issued  to  any  owner  of  one  or  more  vehicles  used 

14  in  such  transportation  if  the  department  determines  from  the 

15  records  of  the  Department  of  Motor  Vehicles  that  the  permit- 

16  tee  or  persons  employed  by  him  to  drive  vehicles  subject  to 

17  such  permit  have  been  guilty  of  such  number  of  offenses  and 

18  of  a  sufficiently  serious  nature  under  this  division  or  against 

19  the  traffic  laws  as  to  indicate  that  such  permittee  or  any  of 

20  liis  said  drivers  are  not  qualified  to  operate  a  vehicle  or  vehicles 

21  transporting  explosives  or  radioactive  materials  with  reason- 

22  able  safety. 

23  (b)   Any  suspension  of  a  permit  hereunder  shall  be  for  a 

24  period  of  not  in  excess  of  three  months  and  any  order  of 

25  revocation  shall  be  effective  for  a  period  of  one  year. 

26  (c)   The  Department  of  the  California  Highway  Patrol  shall 

27  not  make  effective  any  order  of  suspension  or  revocation  of  a 

28  permit  unless  and  until  notice  of  such  proposed  action  has 

29  been  given  to  the  permittee  and  he  has  been  given  opportunity 

30  for  a  hearing  if  request  is  made  by  him  for  any  such  hearing. 

31  Sec.  8.     Section  729.08  of  said  code  is  amended  to  read  : 

32  729.08.     Inspection  of  Vehicle  Transporting  Explosives  or 

33  Radioactive   Materials .     (a)   Any   person   operating   or   per- 

34  mitting  the  operation  of  a  vehicle  or  combination  of  vehicles 

35  used  in  the  transportation  of  explosives  or  radioactive  ma- 

36  terials  and  subject  to  this  division  shall  make  or  cause  to  be 

37  made  an  inspection  of  every  said  vehicle  or  combination  of 

38  vehicles  as  hereinafter  set  forth. 

39  (b)   Such  inspection  as  called  for  in  Section  729.09  shall  be 

40  made  immediately  preceding  the  actual  transportation  of  ex- 

41  plosives  or  radioactive  materials  b}^  any  said  vehicle  and  when- 

42  ever  there  is  an  interchange  of  any  vehicle  operating  in  com- 

43  bination  with  any  other  vehicle  in  the  transportation  of  ex- 

44  plosives  or  radioactive  materials  . 

45  (e)   Inspection  of  tires  and  brakes  shall  also  be  made  en 

46  route  at  suitable  intervals,  off  the  highway,  at  inspection  stops 

47  established  by  the   Department   of   the    California   Highway 

48  Patrol,   at   regular  stops,   terminal   points,    or   driver-change 

49  points. 
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1  Sec.  9.     Section  729.10  of  said  code  is  amended  to  read: 

2  729.10.     Record  of  Inspection.     Every  person  operating  a 
^  vehicle  or  combination  of  vehicles  in  the  transportation  of  ex- 

4  plosives  or  radioactive  materials  subject  to  this  division  shall 

5  complete  a  record  of  every  inspection  which  is  required  under 

6  subdivision  (b)  of  Section  729.08  and  Section  729.09  in  such 

7  form  as  approved  by  the  Department  of  the  California  High- 

8  way  Patrol  showing  the  time  and  place  of  every  said  inspec- 

9  tion.  The  person  making  such  inspection  shall  certify  such  fact 

10  in  said  record.  The  forms  may  be  based  upon  the  type  used  by 

11  the  Interstate  Commerce  Commission. 

12  The  driver  of  any  said  vehicle  shall  display  such  record 

13  upon  demand  of  any  member  of  the  California  Highway  Patrol 

14  or  any  police  officer  of  a  city  who  is  on  duty  for  the  exclusive 

15  or  main  purpose  of  enforcing  the  provisions  of  Division  9  of 

16  this  code. 

17  Sec.  10.     Section  729.11  of  said  code  is  amended  to  read: 

18  729.11.     Requirements    in    Respect    to    Equipment.     Every 

19  vehicle  or  combination  of  vehicles  used  in  the  transportation 

20  of  explosives  or  radioactive  materials  and  subject  to  this  divi- 

21  sion,  in  addition  to  any  other  equipment  required  by  law,  shall 

22  be  equipped  and  maintained  as  required  by  this  section. 

23  (1)   Brakes  and  the  brake  system  shall  be  maintained  in 

24  good  and  safe  operating  condition. 

25  (2)   The  ignition  and  lighting  systems  shall  be  maintained 

26  in  good  operating  condition.  Every  said  vehicle  or  combination 

27  of  vehicles  shall  be  equipped  Avith  at  least  one  spare  electric 

28  bulb  for  each  kind  of  electric  lamp  used  for  any  of  the  lighting 

29  devices  required  under  this  code  and  one  spare  fuse  for  each 

30  type  fuse  used  in  the  electrical  system. 

31  (3)   All  tires  shall  be  in  good  condition,  properly  matched 

32  and  inflated.  Every  vehicle  or  combination  of  vehicles  shall 

33  carry  at  least  one  spare  tire. 

34  (4)   There  shall  be  carried  at  least  two  fire  extinguishers, 

35  filled  and  ready  for  use,   one  bearing  the   approval   of  the 

36  Underwriters  Laboratories  as  a  2  :A  Unit,  the  other  as  a  4.B  :C 

37  Unit. 

38  (5)   Every  such   vehicle   or   combination   of   vehicles   shall 

39  carry  two  red  cloth  flags,  each  not  less  than  16  inches  square, 

40  for  use  as  warning  devices  and  either  three  red  electric  lan- 

41  terns  or  three  red  emergency  reflectors.  No  flare,  fusee,  oil 

42  lantern  or  any  signal  device  producing  a  flame  shall  be  carried 

43  upon  any  such  vehicles  or  combination  of  vehicles. 

44  Sec.  11.     Section  729.12  of  said  code  is  amended  to  read: 

45  729.12.     Instructions  to  Drivers.     Every  owner  of  a  vehicle 

46  used  in  the  transportation  of  explosives  or  radioactive  mate- 

47  rials  and  subject  to  this  division  shall  give  to  each  person 

48  employed  by  him  to  drive  any  said  vehicle  a  summary  of  the 

49  provisions  of  this  division  and  shall  require  that  said  driver 

50  be  thoroughly  familiar  with  said  provisions  before  operating 

51  any  vehicle  in  such  transportation  of  explosives  or  radioactive 

52  materials . 
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1  Sec.  12.     Section  729.13  of  said  code  is  amended  to  read: 

2  729.13.     Shipping-  Instructions.     Persons  operating  vehicles, 

3  or  combination  of  vehicles,  in  the  transportation  of  explosives 

4  or  radioactive  materials  and  subject  to  this  division,  shall  not 

5  accept  any  of  said  explosives  or  radioactive  matericds  for  such 
G  transportation  unless  such  shipment  is  accompanied  by  a  bill 

7  of  lading  or  other  shipping  paper  supplied  by  the  shipper, 

8  showing  the  kind  of  explosives  or  radioactive  materials  and 

9  bearing  a  statement  that  they  have  been  packaged,  labeled  and 

10  marked  in  accordance  with  regulations  of  the  Interstate  Com- 

11  merce  Commission,  and  said  bill  of  lading  or  other  shipping 

12  paper  shall  be  carried  in  the  vehicle  while  en  route  and  shall 

13  be  displayed  upon  demand  of  any  member  of  the  California 

14  Highwa}'  Patrol  or  any  police  officer  of  a  city  who  is  on  duty 

15  for  the  exclusive  or  main  purpose  of  enforcing  the  provisions 

16  of  Division  9  (commencing  at  Section  449)  of  this  code. 

17  N^o  other  person  shall  transport  any  radioactive  material  suh- 

18  ject  to  this  division  upon  any  public  highway  unless  such  radio- 

19  active  material  is  packaged,  labeled  and  marked  in  accordance 

20  with  regulations  of  the  Interstate  Commerce  Commission. 

21  Sec.  13.     Section  729.14  of  said  code  is  amended  to  read: 

22  729.14.     Certain   Cargoes  Prohibited.     There  shall  not  be 

23  included  in  any  cargo  of  explosives  any  flammable  liquids, 

24  acids,  or  corrosive  liquids,  oxidizers,  or  combustible  materials, 

25  other  than  the  explosives  themselves,  which  may  have  such 

26  characteristics.  Blasting  caps  or  detonators  shall  not  be  trans- 

27  ported  upon  the  same  vehicle  with  other  explosives,  nor  shall 

28  electric  blasting  caps  be  transported  upon  any  vehicle  equipped 

29  with  two-way  radio.  The  foregoing  provisions  of  this  section 

30  shall  be  subject  to  such  exceptions  as  are  permitted  b}'  the 

31  Interstate   Commerce   Commission   loading   chart   for   cargoes 

32  of  explosives. 

33  There  shall  not   he   included  in  any   cargo   of  radioactive 

34  materials  any  explosives,  flammable  liquids,  acids,  or  corrosive 

35  liquids,  oxidizers,  or  combustible    materials,  other  than  the 

36  radioactive  materials  themselves,  which  may  have  such  char- 

37  acteristics.  The  foregoing  provisions  of  this  section  shall  be 

38  subject  to  such  exceptions  as  are  permitted  by  the  Interstate 

39  Commerce  Commission  loading  chart  for  cargoes  of  radioactive 

40  materials. 

41  Sec.  14.     Section  729.15  of  said  code  is  amended  to  read: 

42  729.15.     Traffic  Laws  Applicable  to  Transportation  of  Ex- 

43  plosives  or  Radioactive  Materials.     The  following  provisions 

44  shall  apply  to  any  vehicle  transporting  explosives  or  radio- 

45  active  materials  subject  to  this  division: 

46  (a)   No  person  shall  operate  any  said  vehicle  transporting 

47  explosives  or  radioactive  materials  in  excess  of  a  maximum 

48  speed  of  45  miles  per  hour,  subject  to  other  and  more  restric- 

49  tive  limits  set  forth  in  this  code. 

50  (t>)  When  transporting  explosives  or  radioactive  materials 

51  through  or  into  a  city  or  any  other  congested  area  for  which 

52  a  route  has  not  been  designated  by  the  State  Fire  Marshal, 
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1  drivers  shall  follow  siieh  routes  as  may  be  prescribed  or  estab- 

2  lished  by  local  authorities. 

3  (c)   "Where   routes  are   not   prescribed   by   local   authority, 

4  every  driver  of  a  vehicle  transporting!-  explosives  or  radioactive 

5  'materials  shall  avoid,  so  far  as  practicable,  and,  where  feasible, 

6  by  prearrangement  of  routes,  driving  into  or  through  con- 

7  gested    thoroughfares,    places   where    crowds    are    assembled, 

8  street  car  tracks,  tunnels,  viaducts,  and  dangerous  crossings. 

9  Any  driver  who  knowingly  violates  the  provisions  of  this  sub- 

10  division  is  guilty  of  a  misdemeanor. 

11  (d)   No  driver  or  other  person  in  charge  of  any  such  vehicle 

12  on  any  public  or  private  property  shall  permit  any  explosive 

13  or  radioactive  material  to  be  loaded  into  or  on  or  to  be  un- 

14  loaded  from  any  motor  vehicle  with  the  engine  running  and 

15  whenever  any  such  loading  operation  is  in  progress  the  park- 

16  ing  brake  on  such  motor  vehicle  shall  be  securely  set  and  all 

17  reasonable   precautions   taken   to   provent   movement   of   the 

18  motor  vehicle  during  loading  or  unloading. 

19  (e)   No  person  shall  operate  any  said  vehicle  transporting 

20  explosives  or  radioactive  materials  unless  the  explosives  or 

21  radioactive  materials  are  contained  entirely  within  the  body 

22  of  the  vehicle  and  if  such  vehicle  has  a  tailboard  or  tailgate 

23  it  shall  be  closed  and  secured  in  place  during  such  transpor- 

24  tation. 

25  (f )   No  person  shall  operate  any  vehicle  transporting  explo- 

26  sives  or  radioactive  materials  unless  such  vehicle  has  a  closed 

27  body  or  the  body  thereof  is  covered  with  a  flame  retardant 

28  tarpaulin  and  in  either  event  the  driver  shall  exercise  care  to 

29  protect  the  load  from  moisture  and  sparks. 

30  (g)  No  person  shall  operate  any  said  vehicle  transporting 

31  explosives  or  radioactive  materials  past  any  fire  of  any  kind 

32  burning  on  or  near  the  highway  until  said  driver  ascertains 

33  that  such  passing  can  be  made  with  safety. 

34  (h)   No  motor  vehicle  transporting  explosives  or  radioactive 

35  materials  shall  be  left  unattended  upon  any  street  or  highway 
og  except  in  extreme  emergency.  Such  vehicle  shall  be  deemed 
gy  attended  whenever  a  driver  or  person  in  charge  thereof  is  in  or 
3g  upon  the  vehicle  or  is  in  a  position  to  observe  the  vehicle  at 
gg  all  times.  The  driver  or  person  in  charge  of  a  vehicle  trans- 
^Q  porting  explosives  or  radioactive  materials  may,  however,  leave 
A-i  such  vehicle  unattended  at  any  place  designated  as  a  safe 
49  parking  place  on  the  maps  prepared  by  the  State  Fire  Marshal 
^g  unless  conditions  exist,  which  are  known  to  the  driver,  which 
A  A  make  it  unreasonable  to  do  so, 

45  (i)   No  driver  or  other  person  shall  smoke  or  light  any  match 

4g  or  otherwise  have  or  produce  any  fire  or  flame  while  in,  upon, 

4Y  or   near   any  vehicle   transporting   explosives   or  radioactive 

4g  materials . 

49  Sec.  15.     Section  729.16  of  said  code  is  amended  to  read  : 

50  729.16.     Application    of    Other    Vehicle    Code    Provisions. 

51  Nothing  contained  in  this  division  shall  be  deemed  to  exempt 

52  any  vehicle  transporting  explosives  or  radio  active  materials 


42  TRANSPORTATION    OF    NUCLEAR   FISSION   PRODUCTS 

1  and  subject  to  this  division,  or  the  owner  or  any  other  person, 

2  from  other  provisions  of  this  code,  but  all  such  other  provisions 

3  relating  to  the  driving-  and  movement  of  vehicles,  the  size, 
•4  weight  and  equipment  thereof,  shall  be  deemed  to  apply  as 

5  applicable  to  each  and  every  vehicle  engaged  in  transporting 

6  explosives  or  radioactive  materials  subject  to  this  division. 

7  Sec.  16.     The  title  of  Division  14  (commencing  at  Section 

8  31600)  of  the  Vehicle  Code,  as  proposed  by  Assembly  Bill  No. 

9  5,  is  amended  to  read : 
10 

11  DIVISION  14.     TRANSPORTATION  OF  EXPLOSIVES 

12  OB  BADIO ACTIVE  MATERIALS 
13 

14  Sec.  17.     Section  31600.5  is  added  to  said  code,  to  read: 

15  31600.5.     For  the  purposes  of  this  division  only,  the  term 

16  "radioactive  materials"  shall  include  any  material  or  combi- 

17  nation  of  materials  that  spontaneously  emits  ionizing  radia- 

18  tion  not  exempted  from  the  packaging,  marking,  and  label- 

19  ing  requirements  of  the  Interstate  Commerce  Commission  and 

20  such  other  materials  as  are  designated  by  regulations  adopted 

21  from  time  to  time  by  the  State  Fire  Marshal  in  accordance 

22  with   the   provisions  of   Chapter  4    (commencing  at  Section 

23  11370),  Part  1,  Division  3,  Title  2  of  the  Government  Code, 

24  after  he  has  considered  changes  in  the  materials  exempted 

25  from  the  packaging,  marking,  and  labeling  requirements  of  the 

26  Interstate  Commerce  Commission,  as  materials  which  the  pro- 

27  tection  of  life  and  property  require  to  be  considered  radio- 

28  active  materials  for  the  purposes  of  this  division.  In  no  event 

29  shall  the  regulations  adopted  by  the  State  Fire  Marshal  be 

30  more    restrictive    than    those    of    the    Interstate    Commerce 

31  Commission. 

32  Sec.  18.     Section  31601  of  said  code  is  amended  to  read  : 

33  31601.     (a)   This  division  shall  apply  to  the  operation  of 

34  any  motor  vehicle  on  any  highway  for  the  purpose  of  trans- 

35  porting  any  explosive  in  any  amount  when  the  transportation 
3(1  is  rendered  as  a  delivery  service  or  for  hire,  or  in  any  other 

37  event  for  the  purpose  of  transporting  any  explosive  in  an 

38  amount   in   excess    of   1,000    pounds.    The   transportation   of 

39  quantities  of  explosives  of  1,000  pounds  or  less,  or  other  than 

40  on  a  public  highwav,  is  governed  by  Division  11  (commencing 

41  at  Section  12000)  of  the  Health  and  Safety  Code. 

42  (b)   This  division  shall  apply  to  the  operation  of  any  motor 

43  vehicle  on  any  puhlic  highway  for  the  purpose  of  transporting 

44  any  radioactive  material. 

45  (c)  It  is  the  legislative  intention  in  enacting  this  division 

46  and  Avith  particular  reference  to  requiring  permits  for  trans- 

47  portation  of  explosives  or  radioactive  materials  as  set  forth 

48  herein  that  said  provisions  shall  apply  uniformly  throughout 

49  the  State  of  California  and  that  said  permit  to  be  obtained 

50  from  the  Department  of  the  California  Highway  Patrol  shall 
54  be  in  lieu  of  any  requirement  for  any  pemnit  to  be  obtained  by 
52  any  said  owner  from  any  local  authority  within  the  State. 
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1  Sec.  19.     Section  31602  of  said  code  is  amended  to  read: 

2  31602.     (a)   It  is  a  misdemeanor  for  any  owner  of  a  vehicle 

3  to  drive  or  permit  the  driving  of  the  vehicle  on  any  public 

4  highway  for   the   purpose   of   transporting   any   explosive    or 

5  radioactive  material  as  defined  herein  and  within  the  scope  of 

6  Section  31601  unless  the  owner  then  holds  a  valid  permit  for 

7  the  sticJi  transportation  el  esplesives  as  provided  in  this  divi- 

8  sion,  except  such  persons  as  are  expressly  exempted  in  this 

9  division. 

10  (b)    It  is  a  misdemeanor  for  the  owner  of  any  vehicle  trans- 

11  porting  explosives  to  drive,  or  to  i^ermit  the  driving  of  the 

12  vehicle,  and  for  the  driver  to  drive  the  veliicle,  upon  any  pub- 

13  lie   highway,   not  designated  in  regulations   adopted  by  the 

14  State  Fire  Marshal  as  a  route  for  the  transportation  of  ex- 

15  plosives  or  radioactive  materials  ,  unless  the  use  of  the  high- 

16  way   is   required   to    permit    delivery   of,    or   the    loading    of 

17  additional,  explosives  or  radioactive  materials  at  a  point  not 

18  on  a  highway  designated  as  a  route  for  the  such  transportation 

20  The  State  Fire  Marshal,  after  public  hearings  with  the  of- 

21  ficials  having  the  responsibility  for  the  prevention  and  sup- 

22  pression  of  fire  in  communities  through  which  the  routes  pass, 

23  representatives  of  transportation  companies  concerned,  explo- 

24  sive  manufacturers  where  the  routes  are  to  he  for  the  trans- 

25  portation  of  explosives,  processors  and  users  of  radioactive  ma- 

26  terials  where  the  routes  are  to  he  for  the  transportation  of 

27  radioactive  materials  ,  and  the  Department  of  the  California 

28  Highway  Patrol  shall,  by  regulation,  designate  the  routes  in 

29  this  State  which  are  to  be  used  for  the  transportation  of  ex- 

30  plosives  amd  the  routes  which  are  to  he  used,  for  the  transporta- 

31  tio7i  of  radioactive  materials  ,  and  he  shall  prepare  and  de- 

32  liver  to  the  Department  of  the  California  Highway  Patrol,  for 

33  distribution  to  persons  engaged  in  the  transportation  of  ex- 

34  plosives  or  radioactive  materials ,  maps  which  clearly  indicate 

35  the  routes,  as  established  by  the  public  hearings,  which  are 

36  to  be  used  for  the  transportation  of  explosives  or  radioactive 

37  materials  ,  required  inspection  stops,  and  safe  places  for  the 

38  drivers  of  vehicles  transporting  explosives  or  radioactive  ma- 

39  terials  to  stop  for  food,  fuel,  or  other  necessary  reasons.  The 

40  routes  for  the  transportation  of  radioactive  materials  may  he 

41  the  same  as  the  routes  for  the  transportation  of  explosives. 

42  (c)   In  the  event  the  owner  of  a  vehicle  leases  the  same  to 

43  be  used  in  the  transportation  of  explosives  or  radioactive  mate- 

44  rials  for  which  a  permit  is  required,  the  lessee  shall  be  deemed 

45  the  owner  for  the  purposes  of  this  division. 

46  Sec.  20.     Section  31603  of  said  code  is  amended  to  read : 

47  31603.     (a)   Application  for  a  permit  to  engage  in  the  trans- 

48  portation  of  explosives ,  or  for  a  permit  to  engage  in  the  trans- 
40  portation   of   radioactive   materials,   on   any   vehicle   upon   a 

50  public  highway  shall  be  made  to  the  Department  of  the  Cali- 

51  fornia  Highway  Patrol  upon  a  form  provided  by  the  depart- 

52  ment.  Every  application  shall  certify  that  every  vehicle  to  be 


44  TRANSPORTATION    OF    NUCLEAR    FISSION    PRODUCTS 

1  used  ill  the  transportation  of  explosives  or  radioactive  nia- 

2  ferials  and  subject  to  this  division  meets  the  standards  as  to 

3  condition  and  equipment  as  prescribed  by  the  Interstate  Com- 

4  meree  Commission  and  this  division  for  vehicles  used  in  such 

5  transportation. 

6  (b)    The   Department   of   the    California   Highway   Patrol, 

7  npon  receiving  proper  application  hereunder,  is  authorized  to 

8  issue  a  permit  for  transportation  of  explosives  or  a  permit  for 

9  the  transportation  of  radioactive  materials,  by  vehicle  upon 

10  public  highways,  which  permit  when  issued  shall  be  effective 

11  until  suspended,  canceled  or  revoked. 

12  Sec.  21.     Section  31604  of  said  code  is  amended  to  read: 

13  31604.     The  Department  of  the  California  Highway  Patrol 

14  is  authorized  to  refuse  the  issuance  of  a  permit  for  the  trans- 

15  portation  of  explosives ,  or  a  permit  for  the  transportation  of 

16  radioactive  materials,  when,  upon  a  showing  by  the  records 

17  of  the  Department  of  Motor  Vehicles,  it  is  evident  that  the  ap- 

18  plicant  or  his  employees  have  been  guilty  of  repeated  viola- 

19  tions  of  the  traffic  laws  to  such  an  extent  as  to  demonstrate 

20  that  it  would  be  unsafe  and  not  in  the  public  interest  to  permit 

21  the  applicant  to  operate  or  permit  the  operation  of  any  vehicle 

22  owned  by  him  for  the  transportation  of  explosives  or  radio- 

23  active  materials  upon  the  public  highways. 

24  Sec.  22.     Section  31606  of  said  code  is  amended  to  read  : 

25  31606.     (a)   The   Department   of  the   California   Highway 

26  Patrol  may  suspend  or  revoke  a  permit  for  the  transportation 

27  of  explosives  or  a  permit  for  the  transportation  of  radioactive 

28  materials  issued  to  any  owner  of  one  or  more  vehicles  used  in 

29  such  transportation  if  the  department  determines  from  the 

30  records  of  the  Department  of  Motor  Vehicles  that  the  permit- 

31  tee  or  persons  employed  by  him  to  drive  vehicles  subject  to 

32  the  permit  have  been  guilty  of  such  number  of  offenses  and 

33  of  a  sufficiently  serious  nature  under  this  division  or  against 

34  the  traffic  laws  as  to  indicate  that  the  permittee  or  any  of  his 

35  drivers  are  not  qualified  to  operate  a  vehicle  or  vehicles  trans- 

36  porting  explosives  or  radioactive   materials  with  reasonable 

37  safety. 

38  (b)  Any  suspension  of  a  permit  hereunder  shall  be  for  a 

39  period  of  not  in  excess  of  three  months  and  any  order  of 

40  revocation  shall  be  effective  for  a  period  of  one  year. 

41  (c)   The  Department  of  the  California  Highway  Patrol  shall 

42  not  make  effective  any  order  of  suspension  or  revocation  of  a 

43  permit  unless  and  until  notice  of  the  proposed  action  has  been 

44  given  to  the  permittee  and  he  has  been  given  opportunity  for 

45  a  hearing  if  request  is  made  by  him  for  a  hearing. 

46  Sec.  23.     Section  31607  of  said  code  is  amended  to  read  : 

47  31607.      (a)   Any  person  operating  or  permitting  the  oper- 

48  ation  of  a  vehicle  or  combination  of  vehicles  used  in  the  trans- 

49  portation  of  explosives  or  radioactive  materials  and  subject  to 

50  this  division  shall  make  or  cause  to  be  made  an  inspection  of 

51  every  said  vehicle  or  combination  of  vehicles  as  hereinafter 

52  set  forth. 
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].  (b)   Such  inspection  as  called  for  in  Section  31608  shall  be 

2  made  immediately  preceding  the  actual  transportation  of  ex- 

3  plosives  or  radioactive  materials  by  the  vehicle  and  whenever 

4  there  is  an  interchange  of  any  vehicle  operating  in  combination 

5  with  any  other  vehicle  in  the  transportation  of  explosives  or 

6  radioactive  materials  . 

7  (c)   Inspection  of  tires  and  brakes  shall  also  be  made  en 

8  route  at  suitable  intervals,  off  the  highway,  at  inspection  stops 

9  established  by  the  Department  of  the  California  Highway  Pa- 

10  trol,  at  regular  stops,  terminal  points,  or  driver-change  points. 

11  Sec.  24.     Section  31609  of  said  code  is  amended  to  read: 

12  31609.     Every  person  operating  a  vehicle  or  combination  of 

13  vehicles  in  the  transportation  of  explosives  or  radioactive  ma- 

14  terials  subject  to  this  division  shall  complete  a  record  of  every 

15  inspection  which  is  required  under  subdivision  (b)  of  Sections 

16  31607  and  31608  in  such  form  as  approved  by  the  Department 
11  of  the  California  Highway  Patrol  showing  the  time  and  place 

18  of  every  inspection.  The  person  making  the  inspection  shall 

19  certify  the  fact  in  the  record.  The  forms  may  be  based  upon 

20  the  type  used  by  the  Interstate  Commerce  Commission. 

21  The  driver  of  the  vehicle  shall  display  the  record  upon  de- 

22  mand  of  any  member  of  the  California  Highway  Patrol  or  any 

23  police  officer  of  a  city  w^ho  is  on  duty  for  the  exclusive  or  main 

24  purpose  of  enforcing  the  provisions  of  this  code. 

25  Sec.  25.     Section  31610  of  said  code  is  amended  to  read  : 

26  31610.     Every  vehicle  or  combination  of  vehicles  used  in 

27  the  transportation  of  explosives  or  radioactive  materials  and 

28  subject  to  this  division,  in  addition  to  any  other  equipment 

29  required  by  law,  shall  be  equipped  and  maintained  as  required 

30  by  this  section. 

31  (1)   Brakes  and  the  brake  system  shall  be  maintained  in 

32  good  and  safe  operating  condition. 

33  (2)   The  ignition  and  lighting  systems  shall  be  maintained 

34  in  good  operating  condition.  Every  vehicle  or  combination  of 

35  vehicles  shall  be  equipped  with  at  least  one  spare  electric  bulb 

36  for  each  kind  of  electric  lamp  used  for  any  of  the  lighting 

37  devices  required  under  this  code  and  one  spare  fuse  for  each 

38  type  fuse  used  in  the  electrical  system. 

39  (3)   All  tires  shall  be  in  good  condition,  properly  matched 

40  and  inflated.  Every  vehicle  or  combination  of  vehicles  shall 

41  carry  at  least  one  spare  tire. 

42  (4)   There  shall  be  carried  at  least  two  fire  extinguishers, 

43  filled   and  ready  for  use,   one   bearing  the  approval  of  the 

44  Underwriters  Laboratories  as  a  2  :A  Unit,  the  other  as  a  4.B  :C 

45  Unit. 

46  (5)   Every  vehicle  or  combination  of  vehicles  shall  carry 

47  two  red  cloth  flags,  each  not  less  than  16  inches  square,  for 

48  use  as  warning  devices  and  either  three  red  electric  lanterns 

49  or  three  red  emergency  reflectors.  No  flare,  fusee,  oil  lantern 

50  or  any  signal  device  producing  a  flame  shall  be  carried  upon 

51  any  vehicles  or  combination  of  vehicles. 
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1  Sec.  26.     Section  31611  of  said  code  is  amended  to  read : 

2  31611.     Every  owner  of  a  vehicle  used  in  the  transportation 

3  of  explosives  or  radioactive  maierials  and  subject  to  this  di- 

4  vision  shall  give  to  each  person  employed  by  him  to  drive  any 

5  such  vehicle  a  summary  of  the  provisions  of  this  division  and 

6  shall  require  that  the  driver  be  thoroughly  familiar  with  the 

7  provisions  before  operating  any  vehicle  in  the  transportation 

8  of  explosives  or  radioactive  materials  . 

9  Sec.  27.     Section  31612  of  said  code  is  amended  to  read  : 
10         31612.     Persons  operating  vehicles,  or  combinations  of  ve- 
il hides,  in  the  transportation  of  explosives  or  radioactive  ma- 

12  terials  and  subject  to  this  division,  shall  not  accept  any  explo- 

13  sives  or  radioactive  materials  for  transportation  unless  the 

14  shipment  is  accompanied  by  a  bill  of  lading  or  other  shipping 

15  paper  supplied  by  the  shipper,  showing  the  kind  of  explosives 

16  or  radioactive   materials  and  bearing  a  statement  that  they 

17  have  been  packaged,  labeled  and  marked  in  accordance  with 

18  regulations  of  the  Interstate  Commerce  Commission,  and  the 

19  bill  of  lading  or  other  shipping  paper  shall  be  carried  in  the 

20  vehicle  while  en  route  and  shall  be  displayed  upon  demand  of 

21  any  member  of  the  California  Highway  Patrol  or  any  police 

22  officer  of  a  city  who  is  on  duty  for  the  exclusive  or  main  pur- 

23  pose  of  enforcing  the  provisions  of  this  code. 

24  yo  other  person  shall  transport  any  radioactive  material 

25  subject  to  this  division  upon  any  public  highway  iinless  such 

26  radioactive  material  is  packaged,  labeled  and  marked  in  ac- 

27  cordayice  with  regulations  of  the  Interstate  Commerce  Com- 

28  mission. 

29  Sec.  28.     Section  31613  of  said  code  is  amended  to  read  : 

30  31613.     There  shall  not  be  included  in  any  cargo  of  explo- 

31  sives  any  flammable  liquids,  acids,  or  corrosive  liquids,  oxi- 

32  dizers,   or   combustible   materials,   other   than   the   explosi^-es 

33  themselves,  which  may  have  such  characteristics.  Blasting  caps 

34  or  detonators  shall  not  be  transported  upon  the  same  vehicle 

35  with  other  explosives,  nor  shall  electric  blasting  caps  be  trans- 

36  ported  upon  any  vehicle  equipped  with  two-way  radio.  The 

37  foregoing  provisions  of  this  section  shall  be  subject  to  such 

38  exceptions  as  are  permitted  by  the  Interstate  Commerce  Com- 

39  mission  loading  chart  for  cargoes  of  explosives. 

40  There  shall  not  be  included  in  any  cargo  of  radioactive  ma- 

41  terials  any  explosives,  flammable  liquids,  acids,  or  corrosive 

42  liquids,   oxidizers,   or   combustible   materials,   other  than   the 

43  radioactive  materials  themselves,  ivhich  may  have  such  charac- 

44  teristics.  The  foregoing  provisions  of  this  section  shall  be  sub- 

45  ject  to  such  exceptions  as  are  permitted  by  the  Interstate  Com- 

46  merce   Commission  loading   chart  for  cargoes  of  radioactive 

47  materials. 
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1  Sec.  29.     Section  31614  of  said  code  is  amended  to  read: 

2  31614.     The  following  provisions  shall  apply  to  any  vehicle 

3  transporting  explosives  or  radioactive  materials  snbject  to  this 

4  division : 

5  (a)  No  person  shall  operate  any  vehicle  transporting  explo- 

6  sives  or  radioactive  materials  in  excess  of  a  maximnm  speed  of 

7  45  miles  per  hour,  snbject  to  other  and  more  restrictive  limits 

8  set  forth  in  this  code. 

9  (b)   When  transporting  explosives  or  radioactive  materials 

10  through  or  into  a  city  or  any  other  congested  area  for  which 

11  a  route  has  not  been  designated  by  the  State  Fire  Marshal, 

12  drivers  shall  follow  such  routes  as  may  be  prescribed  or  estab- 

13  lished  by  local  authorities. 

14  (c)   Where   routes   are   not   prescribed  by  local  authority, 

15  every  driver  of  a  vehicle  transporting  explosives  or  radioactive 

16  materials  shall  avoid,  so  far  as  practicable,  and,  where  feasible, 

17  by  prearrangement  of  routes,   driving  into   or  through   con- 

18  gested    thoroughfares,    places    where    crowds    are    assembled, 

19  street  car  tracks,  tunnels,  viaducts,  and  dangerous  crossings. 

20  (d)   No  driver  or  other  person  in  charge  of  any  vehicle  on 

21  any  public  or  private  property  shall  permit  any  explosive  or 

22  radioactive  material  to  be  loaded  into,  or  on,  or  to  be  unloaded 

23  from  any  motor  vehicle  with  the  engine  running,  and,  when- 

24  ever  any  loading  operation  is  in  progress,  the  parking  brake 

25  on  the  motor  vehicle  shall  be  securely  set  and  all  reasonable 

26  precautions  taken  to  prevent  movement  of  the  motor  vehicle 

27  during  loading  or  unloading. 

28  (e)  No  person  shall  operate  any  vehicle  transporting  explo- 

29  sives  or  radioactive  materials  unless  the  explosives  or  radio- 

30  active  materials  are  contained  entirely  within  the  body  of  the 

31  vehicle  and  if  the  vehicle  has  a  tailboard  or  tailgate  it  shall  be 

32  closed  and  secured  in  place  during  transportation. 

33  (f )   No  person  shall  operate  any  vehicle  transporting  explo- 

34  sives  or  radioactive  materials  unless  the  vehicle  has  a  closed 

35  body  or  the  body  thereof  is  covered  with  a  flame  retardant 

36  tarpaulin  and  in  either  event  the  driver  shall  exercise  care  to 

37  protect  the  load  from  moisture  and  sparks. 

38  (g)  No  person  shall  operate  any  vehicle  transporting  explo- 

39  sives  or  radioactive  materials  past  any  fire  of  any  kind  burning 

40  on  or  near  the  highway  until  the  driver  ascertains  that  such 

41  passing  can  be  made  with  safety. 

42  (h)  No  motor  vehicle  transporting  explosives  or  radioactive 

43  materials  shall  be  left  unattended  upon  any  street  or  highway 

44  except  in  extreme   emergency.   The  vehicle  shall  be  deemed 

45  attended  whenever  a  driver  or  person  in  charge  thereof  is  in 

46  or  upon  the  vehicle  or  is  in  a  position  to  observe  the  vehicle 

47  at  all  times.  The  driver  or  person  in  charge  of  a  vehicle  trans- 

48  porting  explosives  or  radioactive  materials  may,  however,  leave 

49  the  vehicle  unattended  at  any  place  designated  as  a  safe  park- 

50  ing  place  on  the  maps  prepared  by  the  State  Fire  Marshal 

51  unless  conditions  exist,  which  are  known  to  the  driver,  which 

52  make  it  unreasonable  to  do  so. 
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1  (i)   Xo   driver   or   other   person   shall   smoke   or  light   any 

2  match  or  otherwise  have  or  produce  any  fire  or  flame  while 

3  in,  upon,  or  near  any  vehicle  transporting  explosives  or  radio- 

4  active  materials . 

5  Sec.  30.     Section  31615  of  said  code  is  amended  to  read : 

6  31615.     Nothing  contained  in  this  division  shall  be  deemed 

7  to  exempt  any  vehicle  transporting  explosives  or  radioactive 

8  materials  and  subject  to  this  division,  or  the  owner  or  any  other 

9  person,  from  other  provisions  of  this  code,  but  all  such  other 

10  provisions  relating  to  the  driving  and  movement  of  vehicles, 

11  the  size,  weight,  and  equipment  thereof,  shall  be  deemed  to 

12  apply  as  applicable  to  each  and  every  vehicle  engaged  in  trans- 

13  porting  explosives  or  radioactive  materials  subject  to  this  di- 

14  vision. 

15  Sec.  31.     Sections  16  to  30,  inclusive,  of  this  act  become 

16  operative  only  if  the  Vehicle  Code  as  proposed  by  Assembly 

17  Bill  Xo.  5  is  enacted  by  the  Legislature  at  its  1959  Kegular 

18  Session,  and  in  such  case  at  the  same  time  as  said  code  takes 

19  effect,  at  which  time  the  title  of  Division  14d  (commencing  at 

20  Section  729.01),  and  Sections  729.015,  729.02,  729.03,  729.04, 

21  729.05,  729.07,  729.08,  729.10,  729.11,  729.12,  729.13,  729.14, 

22  729.15,  and  729.16  of  the  Vehicle  Code  adopted  in  1935  are 

23  repealed. 
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LETTER  OF  TRANSMITTAL 

Senate  Chamber,  State  Capitol 
Sacramento,  January  19, 1959 
Hon.  Glenn  M.  Anderson 
President  of  the  Senate,  and  Gentlemen  of  the  Senate; 
Senate  Chamber,  Sacramento,  California 

Mr.  PREsroENT  and  Gentlemen  of  the  Senate  :  Pursuant  to  Senate 
Resolution  No.  151,  which  appears  at  page  5122  of  the  Senate  Journal 
for  June  12,  1957,  the  Senate  Interim  Committee  on  Housing  and 
Recreational  Needs  of  Elderly  Citizens  was  created  and  the  following 
members  of  the  Senate  were  appointed  to  said  committee  by  the  Senate 
Committee  on  Rules : 

Senator  Hugh  M.  Burns 
Senator  Jess  R.  Dorsey 
Senator  Randolph  Collier 
Senator  Richard  Richards 
Senator  Louis  G.  Sutton 

The  committee  herewith  submits  a  report  of  its  research  and  study 
together  with  its  findings,  conclusions,  and  recommendations. 

Respectfully  submitted, 

Hugh  M.  Burns,  Chairman 

Jess  R.  Dorsey,  Vice  Chairman  (Deceased) 

Randolph  Collier 

Richard  Richards 

Louis  G.  Sutton 
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INTRODUCTION 

This  is  the  first  legislative  committee  report  in  the  history  of  Cali- 
fornia that  deals  specifically  and  exclusively  with  the  housing  prob- 
lems of  the  aged.  Other  problems  of  the  aged  are  not  Mnthin  the  scope 
of  this  report.  The  recreational  needs  of  the  aged  are  not  included 
because  of  budget  and  time  limitations.  While  insufficient  funds  made 
it  impossible  for  the  committee  to  employ  a  large  staff  it  was  fortunate 
in  obtaining  the  volunteer  services  of  enough  experts  to  investigate  and 
analyze  the  problems  thoroughly. 

This  report  consists  of  four  chapters.  Chapters  I  and  II  set  forth 
the  detailed  facts  and  information  necessary  to  understand  the  nature 
and  scope  of  the  housing  problem  of  the  aged  in  this  State.  Chapter 
III  contains  the  committee's  general  observations  concerning  this  in- 
formation and  Chapter  IV  sets  forth  the  findings,  conclusions  and 
recommendations  of  the  committee. 

Attention  must  be  called  to  the  fact  that  heretofore  very  little 
has  been  done  in  the  State  of  California  by  way  of  local  research  or 
study  concerning  this  specific  problem  and  the  data  that  was  available 
was  not  up-to-date  nor  was  it  complete.  The  committee's  research  and 
study  encompassed  a  review  of  all  available  state  and  local  reports, 
as  well  as  those  of  other  states,  including  the  States  of  New  York  and 
Massachusetts  and  the  exhaustive  reports  of  the  Senate  and  House 
Committees  on  Banking  and  Currency  of  the  United  States  Congress. 

In  addition  to  this  basic  research,  a  questionnaire  survey  was  made 
of  all  California  cities  and  the  social  science  or  sociology  departments 
of  all  colleges  and  universities  in  the  State.  In  addition,  the  comments, 
suggestions  and  recommendations  of  many  private  individuals  and  or- 
ganizations were  solicited  and  obtained.  In  the  appendix  of  this  report 
will  be  found  a  summary  of  the  results  of  these  survej^s.  Finally,  per- 
sonal conferences  were  held  with  representatives  of  national,  state  and 
local  public  and  private  organizations  interested  in  various  aspects  of 
the  problem. 

The  committee  wishes  to  acknowledge,  with  grateful  appreciation, 
the  dedicated  efforts  of  its  co-ordinator,  Miss  Barbara  Kosien,  Assist- 
ant Executive  Director  of  the  Housing  Authority  of  the  City  of  Los 
Angeles,  for  her  untiring  assistance  in  co-ordinating  all  activities  of 
the  committee  including  staff  supervision,  research  direction  and  the 
monumental  task  of  preparing  this  report.  Without  her  expert  knowl- 
edge and  voluntary  contribution  this  report  would  not  have  been  pos- 
sible. 

We  are  also  indebted  to  Congressman  Albert  Rains,  Chairman  of 
the  Subcommittee  of  the  House  Committee  on  Banking  and  Currency, 
and  his  staff;  Mr.  Joseph  P.  McMurray,  Housing  Commissioner  for  the 
State  of  New  York;  Senator  John  Sparkman,  Chairman  of  the  Senate 
Committee  on  Banking  and  Currency,  and  his  staff;  William  C.  Fitch, 
Director  of  the  Special  Staff  on  Aging  of  the  U.  S.  Department  of  Health, 
Education  and  Welfare ;  Mr.  F.  K.  Hoehler,  consultant  to  Mayor  Rich- 
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ard  J.  Daley  of  Chicago ;  and  Mr.  Louis  Kuplan,  Executive  Secretary  of 
the  Citizens'  Advisory  Committee  on  Aging,  for  their  valuable  con- 
tributions to  the  work  of  the  committee.  The  committee  also  wishes  to 
acknowledge  the  services  of  Dr.  Elizabeth  Frank  who  assisted  in  the 
basic  research  of  this  report.  Finally,  and  of  equal  importance,  we  wish 
to  thank  the  many  public  officials  and  private  individuals  and  organi- 
zations who  rendered  valuable  assistance  in  this  undertaking.  The  com- 
mittee was  pleasantly  surprised  with  the  tremendous  statewide  interest 
manifested  in  its  work  and  with  the  ready  and  willing  co-operation 
received  from  all. 

It  is  the  sincere  hope  of  the  committee  that  this  report  will  be  help- 
ful in  solving  of  one  of  the  State's  most  important  and  urgent  prob- 
lems. 


CHAPTER  I 

WHO  ARE  CALIFORNIA'S  AGING? 

There  are  considerable  variations  in  the  definition  of  an  aged  person. 
Some  people  are  virtually  "old"  and  reduced  in  their  physical  and 
mental  functioning  at  the  age  of  50  or  earlier.  Others  maintain  their 
capacities  into  the  eighties  and  longer.  A  great  deal  of  discussion  and 
research  is  going  on  at  the  present  time  about  the  actual  aging  process 
and  the  stages  of  physical  and  mental  aging. 

In  some  industries  an  individual  of  45  (age  55  is  quite  prohibitive) 
has  difficulty  in  finding  work.  On  the  other  hand,  a  doctor,  lawyer  or 
judge  at  45  is  at  the  age  where  he  is  just  starting  the  period  of  highest 
earning  capacity.  Furthermore,  his  top  work  performance  may  continue 
long  after  he  reaches  the  age  of  65. 

The  Social  Security  Act  of  1933  took  65  as  the  cutting-off  point. 
Amendments  to  the  act  have  enabled  women  to  retire  at  62.  Some 
government  pensions  are  granted  at  a  much  earlier  age.  The  disability 
provisions  of  Social  Security  Act  Amendments,  introduced  in  1958  into 
the  California  welfare  program  are  geared  toward  the  disabled  worker 
of  55  and  over. 

This  report  takes  age  65  as  the  cutting-ofi^  point  for  aging,  but  is 
very  conscious  of  the  fact  that  some  of  the  problems  of  aging  do  not 
necessarily  start  at  this  age,  and  that  many  present  themselves  at  a 
much  earlier  age. 

HOW  MANY  AGED  ARE  THERE  IN  CALIFORNIA? 

In  1890,  the  United  States  Census  counted  40,304  persons  65  and 
over  living  in  California.  In  1920,  there  were  200,301 ;  in  1940,  555,247. 
The  1950  census  found  that  895,505  or  8.5  percent  of  California's 
population  were  in  this  age  group. ^ 

It  is  estimated  by  the  State  Department  of  Finance  that  by  the  end 
of  1958,  there  will  be  1,200,000  persons  in  this  age  group.-  This  agency 
assumes  that  the  percentage  of  aged  persons  in  the  population  will  drop 
slightly  from  8.5  percent  to  7.6  percent.  It  forecasts  that  by  1960,  the 
figure  of  one  and  a  quarter  million  will  be  reached ;  by  1968,  there  will 
be  more  than  a  million  and  a  half ;  and  by  1970,  1.6  million. 

If  we  assume  that  California  follows  the  national  trend  (9  percent  of 
the  population  comprised  of  persons  65  and  over),  it  would  follow  that 
by  1968,  we  will  reach  one  and  three-quarter  millions  mark. 

Population  estimates  in  California  usually  have  been  found  to  be 
too  low.  Irrespective  of  the  variations  in  estimates,  it  can  safely  be 
predicted  that  m  approximately  10  years  there  may  &e  half  as  many 
more  aged  in  this  State  than  there  are  now  and  twice  as  many  as  there 
were  in  1950.  In  order,  therefore,  to  avoid  the  crisis  which  such  a 

1  United  States  Census,  1950. 

estate  Department  of  Finance  Forecasts,  July,  1958. 
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growth  will  present,  plans  and  programs  should  be  initiated  now  to 
assure  adequate  housing  to  meet  the  varied  needs  of  these  older  citizens. 

THERE  ARE  MANY  MORE  WOMEN  THAN  MEN  AMONG  THE  AGED 

For  some  reason,  women  in  our  society  seem  to  live  longer  than  men. 
In  1950,  California  had  406,265  men  aged  65  and  over  versus  489,245 
women  in  the  same  category.  In  other  words,  there  were  83  men  to 
every  100  women,  aged  65  and  over ;  and  the  amount  of  women,  65  and 
over,  is  increasing.  In  the  higher  age  groups,  women  are  even  more 
predominant.  In  1950,  among  persons  75  and  over,  there  were  only 
73  men  to  100  women.^ 

The  geographic  distribution  of  California's  aged  men  and  women 
in  1950  was  not  even.  In  the  urbanized  Los  Angeles  metropolitan  area, 
there  were  66  men  to  100  women;  in  the  San  Francisco  metropolitan 
area,  there  were  85  men  to  100  women.  Women  seem  to  concentrate 
in  the  metropolitan  areas.  In  the  remainder  of  Southern  California, 
which  is  made  up  to  a  large  degree  of  industrial  and  agricultural 
communities,  we  find  108  men  to  100  women.  The  remainder  of  North- 
ern California  shows  the  ratio  to  be  102  men  to  100  women.'* 

Inside  the  larger  cities,  we  find  a  concentration  of  older  women  in 
the  middle  class  apartment  areas  like  the  Wilshire  district  in  Los 
Angeles.  We  find  a  smaller  concentration  of  older  men  in  and  close  to 
the  deteriorating  "skid  row"  areas  as  exemplified  by  such  areas  in 
downtown  Los  Angeles,  Sacramento  and  San  Francisco,  as  well  as  on 
the  w^aterfronts  of  some  of  our  cities.  The  fact  that  men  and  women 
in  the  later  years  seem  to  "segregate"  themselves,  also  according  to 
sex,  is  of  great  importance  and  necessitates  constant  alertness.  The 
trend  is  definitely  toward  more  elderly  women.  As  will  be  explained 
later,  we  find  that  among  the  women  there  is  a  very  large  proportion 
of  widows  and  others  with  little  experience  in  handling  their  own 
economic  and  housing  affairs.  This  fact  is  significant  for  the  provision 
of  housing  for  them. 


8  United  States  Census,  1950. 

*  Our  Needy  Aged.  A  California  Study  of  a  National  Problem,  Henry  Holt  and  Com- 
pany, New  York,  1954,  page  23. 


INFLUENCE  OF  EXTENDED  LIFE  SPAN 

Spectacular  progress  has  been  made  in  the  extension  of  life  (but  most 
of  it  has  affected  the  earlier  years  of  life).  The  life  expectancy  of  the 
person  at  birth  is  now  20  years  longer  that  it  was  50  years  ago. 

Life  expectancy  of  persons  who  have  reached  the  age  of  65  also  has 
increased.  While  in  1900  to  1902,  a  person  of  65  could  expect  11.9  more 
years  of  life,  in  1951  he  could  expect  14.2  more  years,  and  in  1954, 
14.4.  Forty  percent  of  California 's  aged  are  65  to  69  years  of  age,  thirty 
percent  70  to  74  years  of  age,  and  thirty  percent  75  years  of  age  and 
older. 

This  longer  life  span  has  greatly  affected  the  housing  problems  of  our 
aged  population.  Fifty  years  ago,  people  did  not  live  as  long  as  they  do 
now.  Consequently,  the  period  in  which  children  might  be  called  upon 
to  support  both  or  one  aged  parent  was  shorter.  The  publication.  Our 
Needy  Aged.,  points  out  that  two  generations  ago,  in  a  typical  family, 
there  were  more  children  to  share  in  the  support  of  their  parents,  and 
few  parents  lived  long  enough  to  see  all  their  children  grown  up  and 
married.^  With  today's  earlier  marriages,  children  leave  their  homes 
earlier.  It  has  been  estimated  that  at  the  age  of  48,  a  woman  usually 
sees  her  youngest  child  leave  home.^  Thus,  the  longer  period  of  living 
alone  has  considerable  implications  on  the  housing  requirements  of  the 
parents. 

STATEWIDE  DISTRIBUTION  OF  ELDERLY  POPULATION 

Persons  65  and  over  are  not  evenly  distributed  in  California.  The 
following  table,  giving  data  taken  from  the  1950  census,  shows  the  dis- 
tribution of  the  aged  over  the  major  geographic  areas  of  California. 

RESSDENCE   OF    PERSONS   65   AND   OVER    IN    CALBFORNIA  ^ 

BY   FOUR   AREAS    1950 

Year  Area  Percent 

1950     Los  Angeles  metropolitan  area 44.5 

Remainder  of  Southern  California 11.8 

San  Francisco  metropolitan  area 19.7 

Remainder  of  Northern  California 24.0 

Total     100.0 

These  figures  indicate  that  nearly  two-thirds  of  the  aged  live  in  or 
close  to  California's  tivo  largest  cities.  If  we  add  San  Diego  County  with 
5.7  percent  of  the  State's  aged,  Fresno  with  2  percent  and  Sacramento 
County  with  2.5  percent,  and  cities  like  San  Bernardino,  Eiverside  and 
Santa  Cruz,  we  realize  that  over  four-fifths  of  the  aged  in  1950  were 
concentrated  in  and  near  the  middle  and  larger  sized  cities.  Very  few 
of  the  aged  (6  percent  in  1950)  have  "stayed  on  the  farm."^  In  the 
United  States  as  a  whole,  24  percent  of  the  aged  lived  on  a  farm,  con- 
tinuing with  their  usual  occupation  and  work. 

6  Our  Needy  Aged,  ibid.,  pages  24-25. 

8  "Facts  on  V^omen  Workers" — United  States  Women  Bureau,  1956. 

''  Our  Needy  Aged,  ibid.,  page  7. 

8  Our  Needy  Aged,  ibid.,  page  11. 
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"With  the  increasing  shift  of  population  to  Southern  California  and 
to  the  San  Francisco  metropolitan  area,  we  can  expect  an  even  higher 
concentration  of  aged  in  these  urbanized  areas.  It  would  be  safe  to 
saj^  that  today,  one-half  of  California's  aged  are  concentrated  in  Los 
Angeles  and  Orange  Counties  (which  make  up  the  Los  Angeles  metro- 
politan area).  Planners  who  predict  one  large  continuous  population 
center  from  Santa  Barbara  to  San  Diego  may  have  to  face  a  concentra- 
tion of  nearly  two-thirds  of  all  of  California's  aged  in  this  area  and 
with  it,  their  housing  problems.^ 

MARITAL  STATUS  OF  THE  AGED 

Figures  from  the  1950  census  give  some  idea  of  the  marital  status  of 
the  aged.  Of  the  men  65  to  69  years  and  older  in  California,  nearly  71 
percent  were  married,  14  percent  widowed,  5  percent  divorced  and  10 
percent  single.^°  Among  the  women  of  the  same  age,  45  percent  were 
married,  43  percent  widowed,  4  percent  divorced  and  8  percent  single. 
This  proportion  changed  in  the  higher  age  brackets.  Among  the  men  85 
years  and  older,  35  percent  were  married  (probably  to  younger  women), 
51  percent  were  widowed,  2  percent  divorced  and  12  percent  single. 
The  number  of  the  widowed  women  85  and  older  was  even  larger  (82 
percent),  leaA'ing  7  percent  married,  1  percent  divorced  and  10  percent 
single. 

Old  couples  are  of  great  assistance  to  each  other,  while  widowhood 
usually  results  in  housing  adjustments.  Marital  status  has  a  great 
bearing  on  the  living  arrangements  of  the  aged  and  will  be  dealt  with 
separately  later. 

THE  ECONOMIC  STATUS  OF  THE  AGED 

A  majority  of  people  make  plans  for  their  old  age  and  attempt  to 
secure  adequate  sources  of  livelihood  during  their  later  years.  It  is 
always  difficult  to  foresee  the  future,  and  often  savings  run  out.  The 
longer  life  span  works  against  well  laid-out  economic  plans.  The  person 
who  intends  to  "eat  up"  his  capital  in  the  assumption  that  he  has  10 
years  more  to  live,  may  find  himself  outliving  his  resources. 

Inflation  has  affected  the  aged  with  modest  resources  greatly.  Since 
1939-40,  the  dollar  has  lost  more  than  half  of  its  purchasing  power. 
The  1939  dollar  buys  only  47  cents  worth  of  today's  goods. ^^  This  in- 
flationaiy  tendency  is  continuing  and  price  rises  are  especiall}'  high  in 
housing.  The  Consumer's  Price  Index  of  the  U.  S.  Bureau  of  Labor 
Statistics  for  Los  Angeles  in  September,  1958,  stood  at  125.4  for  all 
items.  The  index  for  rent  was  146.1}-  Cost  of  health  care  also  has  in- 
creased relatively  more  than  the  general  increase  in  the  cost  of  living. 
The  cost  of  drugs,  hospitalization,  and  doctor's  fees,  have  gotten  out 
of  reach  of  the  average  aged  person.  New  Old  Age  Assistance  pro- 
visions for  medical  care  to  the  aging  are  partially  alleviating  these 
expenses  for  the  most  needy  groups. 

B  Southern  California  Research  Council,  The  Next  Fifteen  Years,  Publication  3,  1954. 

10  United  States  Census,  1950. 

n  Consumer    Price    Index — VPestern    Cities    (monthly).    Bureau    of    Labor    Statistics, 

United  States  Department  of  Labor,  September,  1958. 
J^  Consumer  Price  Index,  iMd. 


HOUSING  AND  RECREATIONAL  NEEDS  OF   THE  ELDERLY  13 

Our  Needy  Aged  explored  with  a  sample  of  men  65  years  old  and 
over,  their  expectations  for  major  sources  of  income,  at  the  time  of 
their  best  earning  years  of  middle  age.^^  The  authors  distinguish  be- 
tween those  persons  who  were  receiving  Old  Age  Assistance  and  those 
who  were  not.  Of  those  persons  receiving  Old  Age  Assistance,  46  percent 
had  no  real  plans,  34  percent  had  expected  to  live  off  their  own  earn- 
ings, 5  percent  expected  to  have  incomes  from  rentals  (including  their 
own  from  interest  and  dividends).  About  4  percent  expected  income 
from  old  age  insurance,  1  percent  expected  help  from  children  and 
relatives,  and  only  1  percent  expected  help  from  Old  Age  Assistance. 
The  actual  main  source  of  income  was  very  different.  Eighty-seven 
percent  had  Old  Age  Assistance  as  their  major  source  of  income, 
10  percent  had  old  age  insurance,  4  percent  received  some  help  from 
children  and  relatives  and  all  other  sources  turned  out  to  be  negligible. 

Of  those  persons  in  the  sample  who  did  not  receive  Old  Age  Assist- 
ance, only  26  percent  had  (at  the  best  earning  years  of  middle  life) 
no  plans  for  their  income.  Thirty  percent  expected  earnings  to  continue, 
10  percent  expected  rentals,  interests  and  dividends  or  pensions  (in- 
cluding military  pensions)  to  furnish  their  major  source  of  livelihood. 
In  actuality,  49  percent  were  living  off  their  own  earnings,  11  percent 
from  rentals,  interests  and  pensions,  8  percent  from  old  age  insurance, 
8  percent  from  children  and  relatives.  As  can  easily  be  seen  from  this 
study,  planning  for  old  age  incomes  during  middle  age  generally  does 
not  coincide  with  the  actual  source  of  income. 

SOURCES  OF  INCOME 

No  detailed  information  on  the  sources  of  income  of  all  the  1,200,000 
aged  in  California  during  1958  is  available.  The  following  figures  set 
forth  the  data  gleaned  from  several  sources. 

Two  hundred  sixty-six  thousand  (266,000)  persons  were  receiving 
Old  Age  Security  in  California  (OAA)  ;*  Old  Age  Assistance  grants 
varied  from  $5  to  $105  per  month  (average  monthly  payments  as  of 
July,  1958,  were  $78.21).^*  Grants  and  supplements  depend  on  other 
incomes  received  from  various  sources  like  old  age  insurance,  income 
from  property,  etc. 

Another  major  source  of  income  of  the  aged  was  Old  Age  and  Sur- 
vivor's Insurance  (OASI).  In  February,  1958,  58.1  percent  of  all  per- 
sons 65  and  over,  were  receiving  the  old  age  insurance  in  varying 
amounts. ^^  The  average  insurance  grant  in  California  (as  of  April, 
1958)  was  $65.41.  It  is  expected  that  10  years  from  now,  more  than  60 
percent  of  the  aged  ivill  receive  old  age  insurance  and  more  will  be 
entitled  to  the  maximum  amount  of  $120.  There  is  an  overlap  between 
Old  Age  Assistance  (Security)  and  old  age  insurance.  In  1958,  nearly 
17  percent  of  all  of  the  old  age  insurance  recipients  also  received  Old 
Age  Assistance.  Conversely,  nearly  43  percent  of  the  persons  on  Old  Age 
Assistance  also  received  old  age  insurance.  It  can  be  expected  that 
this  overlap  will  decrease  with  rising  grants  for  old  age  insurance. 
The  Southern  California  Research  Council,  in  its  forthcoming  publi- 

*  The  national  term  Old  Age  Assistance  (OAA)  is  used  throughout  this  report  instead 
of  the  California  term  Old  Age  Security  (OAS). 

13  Our  Needy  Aged,  ibid.,  page  273. 

"  Public  Welfare  in  California,  Monthly  Statistical  Summary,  California  State  Depart- 
ment of  Social  Welfare,  July,  1958. 

15  Social  Security  Bulletin,  Social  Security  Board,  February,  1958. 
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cation  on  health  and  welfare  expenditures  in  Los  Angeles  County,  to- 
gether with  other  national  experts,  predicts  that  Old  Age  Assistance 
recipients  will  slowly  decrease  in  number,  while  Old  Age  and  Survivor 's 
Insurance  coverage  will  increase.^'' 

Old  Age  Assistance  grants  are  set  by  the  State  of  California  and 
administered  by  the  State  Department  of  Social  Welfare  and  county 
administrations.  The  maximum  grant  in  1936  was  $35  per  person  per 
month.  The  amount  has  increased  intermittently  and  today  stands  at 
$89  (in  terms  of  1936  prices  the  1958  maximum  grant  is  worth  $44).^' 
There  are  provisions  for  exempting  $16  of  "other"  incomes  before 
calculating  the  grant  and  for  providing  up  to  $16  for  "special  needs." 
An  aged  couple  may  receive  an  income  of  around  $200  per  month  if 
special  needs  exist  and  both  qualify  for  Old  Age  Assistance. 

Significant  facts  ahout  Old  Age  Assistance  recipients  are  revealed  in  a 
1957  publication  of  the  State  Department  of  Social  Welfare. ^^  Average 
elderly  outside  monthly  income  in  1956  was  $37  (men  $41.65,  women 
$34).  Around  one-third  of  the  Old  Age  Assistance  cases  had  no  outside 
income  (at  the  age  of  65  to  69,  it  was  about  one-fifth  and  increased  to 
nearly  one-half  for  those  recipients  85  and  over).  About  three-fourths 
of  the  cases  had  some  personal  property,  and  about  one-third  had  real 
property  (in  84  percent  of  the  cases  it  was  a  home).  Old  Age  and 
Survivor's  Insurance  was  the  most  important  source  of  outside  income 
(40  percent  of  all  cases),  with  use  and  occupancy  of  the  home  resulting 
in  21  percent  incidence,  and  contributions  from  adult  children  account- 
ing for  16  percent.  Length  of  residence  data  revealed  that  69  percent 
of  the  Old  Age  Assistance  recipients  had  lived  in  California  20  years 
and  longer,  19  percent  had  lived  here  50  years  or  longer,  only  6  percent 
had  lived  in  the  State  less  than  10  years.  Data  show  conclusively  tliat 
the  above  group  consists  mainly  of  long-term  residents,  who,  during 
their  earning  years,  contributed  directly  to  California's  growth.  This 
fact  is  extremely  important  and  effectively  answers  those  who  mis- 
takenly believe,  or  otherwise  contend,  that  "California's  Old  Age  Assis- 
tance program  primarily  benefits  only  those  who  have  only  been  recently 
lured  here  by  these  benefits. 

About  twice  as  many  women  (67  percent)  as  men  (39  percent)  re- 
ceived Old  Age  Assistance.  According  to  the  State  Department  of  Social 
"Welfare  publication,  this  high  percentage  of  women  recieving  Old  Age 
Assistance  reflects  the  fact  that  there  are  more  women  than  men  in  the 
aged  population  and  that  men  have  greater  employment  opportunities 
than  women. ^^  Sixty  percent  of  the  women  on  Old  Age  Assistance  were 
widows;  only  26  percent  of  the  men  were  widowers. 

This  same  publication  also  reveals  that  comparatively  few  people  turn 
to  Old  Age  Assistance  when  they  reach  the  year  of  65.  Only  18  percent 
of  the  aged  receiving  Old  Age  Assistance  were  between  65  and  69,  31 
percent  were  between  70  and  74,  24  percent  were  between  75  and  79, 
and  26  percent  were  80  years  and  older. 

^s  Southern  California  Research  Council,  forthcoming'  publication,  available  in  manu- 
script. 

1^  Southern  California  Research  Council  unpublished  manuscript. 

^Significant  Facts  About  Old  Age  Security  Recipients,  June,  1956,  published  by  State 
Department  of  Social  W^elfare  1957,  pages  14-23. 

'^^Significant  Facts  About  Old  Age  Secxirity  Recipients,  ibid,  pages  4-5. 
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With  regard  to  living  arrangements,  this  publication  found  that  38 
percent  lived  alone,  26  percent  with  their  spouses,  and  19  percent  with 
their  children,  9  percent  with  others,  and  6.3  percent  had  other  living 
arrangements.  Male  and  female  old  age  recipients  differ  insofar  as  only 
20  percent  of  the  females  and  nearly  38  percent  of  the  males  still  lived 
with  their  spouses. 

Greater  details  on  the  living  arrangements  of  the  Old  Age  Assistance 
recipients  will  be  found  under  this  topic  in  Chapter  IT  of  this  report. 

OLD  AGE  INSURANCE  RECIPIENTS'  INCOME 

The  Social  Security  Board  reports  from  a  1957  study  that  Old  Age 
Insurance  provided  practically  all  the  money  income  of  about  one- 
fourth  of  all  the  Old  Age  Insurance  beneficiaries  in  the  United  States.^^ 
Only  one-fourth  of  the  group  had  an  income  of  more  tlian  $1,840  other 
than  the  Old  Age  Security  Insurance  payments.  More  than  one-half  of 
the  aged  beneficiaries,  44  percent  of  the  couples,  and  60  percent  of  the 
single  persons  and  widows,  had  less  than  $75  a  month  per  person  in 
their  total  independent  retirement  income  and  the  average  new  award 
was  $73.75,  showing  the  trend  toward  higher  grants. 

Aged  persons  can  also  be  found  on  general  assistance  roles  (average 
grant  $57  in  July,  1958),  and  among  the  blind  (average  grant  $105.54, 
July,  1958). ^1  The  fact  that  these  combined  payments  may  be  higher 
than  similar  payments  in  other  states  would  have  no  bearing  on  the 
specific  amount  allocated  for  housing  because  only  this  amount  is  perti- 
nent to  the  problem  at  hand. 

INCOME  FROM  OTHER  PENSIONS  AND  INSURANCE 

No  data  on  pensions  and  insurance  is  available  on  California's  aged. 
A  1957  survey  by  the  Social  Security  Board  reveals  that  23  percent  of 
those  persons  who  received  Old  Age  and  Survivor's  Insurance  payments 
in  the  United  States  also  had  some  income  from  employer  or  union 
pensions.  This  analysis  also  stated  that  widows  rarely  receive  survivor's 
benefits  from  these  private  pension  and  insurance  plans.  Pension  plans 
by  unions  and  industry  have  been  growing,  but  so  far,  the  average 
monthly  benefits  derived  after  30  years  of  employment  for  a  single  man 
at  the  age  of  65  are  still  comparatively  low.  The  following  examples 
reveal  the  extent  of  monthly  retirement  pensions  for  single  men  who 
received  an  average  income  of  $350  per  month  during  emploj^ment 
years : 

Company  Amount 

U.   S.   Steel $55.00 

Ford    07.50 

Goodyear    54.00 

General  Electric 84.00 

International  Ladies  Garment  Workers 65.00 

Westinghoiise    67.50 

Alcoa    55.00 

These  figures  indicate  that  a  worker,  after  30  years  of  employment, 
will  have  an  income  (including  money  received  from  Old  Age  Insur- 
ance) ranging  from  $160  to  $175,  which  amounts  to  half  of  his  prior 
average  income  of  $350  per  month  before  retirement. 

20  Social  Security  Bulletin,  August,  1958,  page  17. 

21  Public  Welfare  in  California,  Monthly  Statistical  Summary,  California  State  Depart- 

ment of  Social  Welfare,  July,  1958. 
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Only  6  percent  of  the  Old  Age  Insurance  recipients  received  vet- 
erans' pensions,  and  those  who  were  entitled  to  them  received  from 
$80  to  $100  a  month. 

At  the  time  of  the  1950  census  in  California,  it  was  found  that  28 
percent  of  the  aged  worked  after  tJiey  reached  65,  a  comparatively 
large  percentage.  The  figures  do  not  indicate  the  amount  of  work  done 
nor  the  amount  of  income  from  this  source.  It  is  known  that  many 
aged  work  up  to  the  maximum  amount  of  $100  per  month  allowable 
under  Old  Age  Insurance  regulations.  We  also  know  that  aged  persons 
frequently  only  find  part-time  employment  or  employment  for  short 
periods  and  at  comparatively  low  wages. 

The  1950  census  gives  the  following  data  on  aged  jDersons  still  in 
the  California  labor  force.^^ 

AGED   PERSONS   STILL   IN   THE   LABOR   FORCE 

Ages                                                                                           Male  Female 

65-69    48.8%  12.7% 

70-74    27.0%  6.2% 

75   and   older   13.1%  2.3% 

The  figures  reveal  that  men  seem  to  continue  work  after  reaching 
the  age  of  65,  while  very  few  women  seem  to  do  so.  At  the  age  of  75 
and  older,  work  does  not  seem  to  figure  as  an  important  source  of 
income.  The  economic  problems  of  low  and  fixed  incomes  seem  to  affect 
women  more  than  men  and  work  opportunities  seem  to  decrease  rapidly 
after  age  70  is  reached. 

Onr  Needy  Aged,  in  its  1952  sample,  investigated  the  age  at  which 
chief  breadwinners  of  persons  65  and  over  in  California  stopped 
working.  They  found  that  40  percent  stopped  before  the  age  of  65,  39 
percent  between  65  and  69,  and  21  percent  at  the  age  of  70  and  over. 
This  survey  also  investigated  the  reasons  for  the  retirement  of  the 
aged.  They  found  that  illness  or  injury  was  the  reason  for  retirement 
in  55  percent  of  the  cases.  Inability  to  do  the  job  other  than  illness 
or  injury  accounted  for  13  percent.  Sufficient  means  to  live  on 
accounted  for  11  percent,  while  compulsory  retirement  plans  took  in 
6  percent.  Other  reasons  included  those  who  were  laid  off  or  could 
not  get  jobs,  5  percent;  job  discontinued,  3  percent;  miscella- 
neous, 7  percent.^^ 

INCOME  FROM  OTHER  ASSETS 

The  amount  of  income  derived  from  elderly  ownership  of  real  estate 
except  those  who  own  their  own  home,  or  have  stocks  and  bonds,  is 
not  fully  known.  Figures  cited  by  the  1957  Study  of  the  Social  Security 
Board  on  Aged  seems  to  indicate  that  less  than  10  percent  of  the 
persons  65  and  over  receive  their  major  income  from  these  sources. 
Many  elderly  lost  their  savings  in  the  Depression.  In  1949  the  Federal 
Reserve  Board  found  that  one-third  of  the  population  65  and  over  had 
no  assets  and  savings  of  their  own,  50  percent  had  less  than  $500, 
70   percent   less   than   $2,000.    The   fact   that   in   the   United   States, 

=2  United  States  Census,  1950. 

23  Ou7-  Needy  Aged,  ihid.,  page  21. 
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income,  not  assets,  determines  the  economic  status  is  of  vital  importance 
here. 

A  study  cited  by  Mr.  Charles  I.  Schottland  in  a  1957  speech  found 
that  in  1950  35  percent  of  all  persons  65  and  older  had  negative  sav- 
ings or  debts,  19  percent  had  no  savings  and  46  percent  had  some 
savings. 

Support  hy  children  and  relatives  is  an  important  source  of  income, 
especially  for  older  women.  There  is  very  little  information  on  this 
subject.  It  has  been  estimated  that  about  10  percent  of  California's 
aged  population  obtains  its  main  support  in  this  way.-^  This  group 
includes  many  of  the  aliens  who  are  not  entitled  to  old  age  assistance 
and  those  who  have  never  worked  in  covered  employment  or  have 
never  worked  at  all,  and  therefore,  never  acquired  social  insurance 
rights.  It  also  may  include  some  persons  who  for  one  reason  or 
another  never  made  claims  to  either  social  insurance  or  old  age 
assistance. 

To  sum  up  the  sources  of  income  of  aged  in  California,  22  percent 
received  public  assistance,  58  percent  Social  Security,  with  some  over- 
lap between  these  two  support  systems.  About  one-fourth  of  the  persons 
65  and  over  are  still  working  and  in  increasing  number  is  benefiting 
from  pension  plans  of  industry  and  business  and  by  pensions  from 
state,  federal  and  local  governments.  The  aged  person  who  has  no 
income  whatsoever  is  slowly  disappearing. 

AMOUNT  OF  INCOMES 

Amount  of  incomes  received  by  persons  65  and  over  are  substantially 
below  the  level  of  income  of  the  total  population.  Again,  reliable  infor- 
mation on  California  is  unavailable.  A  1957  study  by  the  Social  Secu- 
rity Board  gives  the  total  median  income  of  married  couples  receiving 
Old  Age  and  Survivor's  Insurance  as  $2,249.-^  This  is  less  than  one-half 
of  the  cash  income  of  the  average  family  in  the  United  States.  Single 
retired  workers  on  Old  Age  Insurance  had  a  total  median  income  of 
$1,140.  The  average  aged  widow  had  a  cash  income  of  $882.  AVhile  it  is 
possible  that  California  aged  might  be  benefiting  from  incomes  slightly 
above  these  figures,  the  fact  remains  that  California  aged  have  less  than 
half  the  income  of  other  families  and  persons  in  the  State. 

The  following  table  is  an  estimate  of  1958  yearly  income  for  Califor- 
nia's aged  based  on  various  sources,  including  United  States  Depart- 
ment of  Commerce  Survey  of  Current  Business,  August,  1958. 

MONTHLY   ESTIMATED    INCOatES   OF   CALOFO^NSA'S   AGED 
FROM   ALL   SOURCES    IN    1958 

i\furried  couples  Single  persons 

Income          Percent                 Income  Percent 

Low  income less  than  $200        30  less  than  $120  40 

Middle   income $200  to  $399        40-50  $120  to  $249  40 

High   income $400  and  more     25-30  $250  and  over  20 

This  above  table  presents  a  general  attempt  to  establish  income  groups 
among  California's  aged.  It  is  based  on  several  sources  of  information, 
most  of  them  derived  from  national  sources  and  on  older  data  which 

^  Our  Needy  Aged,  ibid,  page  275. 

26  Social  Security  Bulletin,  August,  1958,  page  17. 
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were  adjusted.  As  has  been  stated  by  many  experts  in  the  field,  income 
estimates  are  extremely  difficult  to  make  owin.s'  to  under-estimations  of 
small  incomes,  presence  of  other  persons  in  households,  difficulties  of 
assessing-  the  value  of  owned  homes,  presents  and  contributions  from 
relatives.  The  above  figures  indicate  that  the  income  of  approximately 
one-third  of  the  aged  is  insufficient  to  provide  adequate  housing  without 
assistance  and  only  about  one-fourth  have  sufficient  incomes  to  afford 
adequate  housing  without  assistance. 

HOW  DO  AGED  FAMILIES  SPEND  THEIR  INCOMES? 

Not  very  much  is  known  on  the  expenditures  of  aged  persons.  A  study 
on  old  age  expenditures  patterns  is  being  conducted  at  the  present  time 
at  the  University  of  California  at  Berkeley.  A  large-scale  survey  con- 
ducted in  1950  by  the  Bureau  of  Labor  Statistics  makes  it  possible  to 
glean  some  information  on  individual  budgets  of  individual  persons  65 
and  over  in  western  cities  of  large  and  small  sizes.-° 

1950  YEARLY  BUDGETS  OF  SELECTED  INDIVIDUALS  AND  FAMILIES  65  AND 
OVER  IN  THE  V^ESTERN  PART  OF  THE  UNITED  STATES 

A  B  a         n         E         F 

City  size small  small  sul)iirh  large  large  large 

Age  of  household  head 6S  84  82  65  80  67 

Size  of  family   (person) 2  12  2  2  1 

Number  working  full  time 1  part  2  12  part 

Type  of  work sales  skilled  self  self  self  skilled 

Education   (gr.  com.) 11  7  7  5  7  7 

Homeowner no  yes  yes  no  yes  yes 

Total  expenditures $1,.595  $355  $1,030  $4,452  $1,783  $830 

Food   and   beverages 666  208  291  1,208  840  433 

Tobacco 78  __  _„  93  __  58 

Housing 400  20  296  259  .57  248 

Fuel,  utilities 35  48  81  195  211 

Household  operation 42  13  72  209  91  29 

Clothing   and   cleaning 67  10  38  .55  33  13 

Transportation 69  36  142  2.39  14  15 

Medical   care 56  3  1,870  460 

Personal  care 83  12  37  147  33  16 

Recreation  and  reading 19  __  25  49  21  26 

Miscellaneous 81  5  49  128  23 

These  budgets  of  persons  65  and  over  (either  wholly  or  partly  in  the 
labor  force)  were  as  of  1950  and  cost  of  living  has  gone  up  about  25 
percent  since  that  time.  These  budgets  clearly  reflect  the  difficulties 
facing  aged  persons  in  making  ends  meet. 

Family  A,  evidently  a  couple  in  a  small  western  town,  does  not  own  their  home, 
spent  over  -W)  percent  of  their  income  or  $1.3  a  week  for  food.  27  percent  of  their 
income  for  rent  and  utilities.  They  seemed  to  be  able  to  manage  adequately,  indicated 
largely  l>y  an  item  of  .'^117  of  insurance  reported  in  the  income  volume  of  the  study. 

Family  B,  a  single  person  working  part  time  as  a  skilled  workman,  presents  one 
of  the  lowest  budgets.  Four  dollars  ($4)  per  week  is  spent  for  food;  he  owned  his 
own  home,  and  very  likely  grew  some  of  h:s  own  food. 

^  Studp  of  Consumer  Expenditures  Incomes  and  Sa^-ings,  tabulated  by  Bureau  of 
Labor  Statistics,  United  States  Department  of  Labor,  for  the  University  of 
Pennsylvania  fas  published  bv  the  Wharton  School  of  Business,  1956,  Vol.  1  and 
2,  pages  442,  443,  450,  456  and  457). 
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Family  C,  two  persons  in  the  suhurbs  of  a  western  city  were  both  working  full 
time,  were  self-employed  homeowners,  but  had  some  household  expenses  and  spent 
less  than  $6  in  cash  per  week  for  food. 

Family  D  was  an  aged  couple  in  a  large  western  city.  One  member  was  working 
(self-employed),  income  was  adequate,  but  more  than  one-third  of  their  income  went 
for  medical  expenses.  The  income  of  this  family  revealed  that  they  were  forced  to 
reduce  their  savings  to  meet  medical  expenses. 

Family  E,  an  aged  home-owning  couple,  spent  45  percent  of  their  income  ($16)  a 
week  for  food,  very  little  for  the  home,  but  again  had  to  meet  large  medical  expenses 
which  forced  them  to  go  into  debt. 

Family  F,  a  single  person  and  skilled  worker,  was  employed  part  time,  spent  more 
than  one-half  of  his  income  for  food,  another  one-third  for  housing,  leaving  a 
minimum  for  other  expenditures. 

HEALTH  OF  THE  AGED 

The  hoiisino:  needs  of  the  aged  is  greatly  affected  by  their  health. 
Impaired  health  is  a  serious  problem  to  all  aged.  A  Massachusetts  study 
made  in  1929,  revealed  that  at  the  age  of  65  to  69,  aged  persons  had  a 
20  percent  incidence  of  chronic  disease.  This  rate  increased  to  71  per- 
cent at  the  age  of  80  and  over.  The  McMurray  Committee  on  Home 
Care  and  Housing  Needs  of  the  Aged,  1958,  estimated  that  the  incidence 
of  chronic  disease  of  the  67.5-year-old  person  was  28  percent,  that  of 
the  77.5-year-old  person  43  percent,  and  that  of  the  87.5-year-old,  63 
percent.^'^ 

These  estimates  concur  with  those  of  the  California  Health  Survey 
made  in  1954-55,  which  consisted  of  a  comprehensive  statewide  survey 
of  health  and  related  conditions.-^  The  California  Health  Survey  ex- 
plored health  conditions  of  those  persons  65  and  over.  The  survey  found 
that  of  the  persons  65  and  over,  77  percent  had  one  or  more  chronic 
conditions,  36  percent  had  to  limit  their  activities  due  to  chronic  illness, 
and  8  percent  had  impaired  vision.  The  survey  also  found  that  on  an 
average,  an  aged  person  had  65  days  of  disability  per  year,  in  contrast 
to  an  average  of  24  days  for  the  total  California  population,  made  eight 
doctor  visits  and  was  admitted  nearly  twice  as  frequently  to  a  hospital, 
and  stayed  twice  as  long  as  a  younger  person.  Aged  persons  also  re- 
quired 10  times  the  home  nursing  care  of  younger  persons. 

The  survey  also  found  that  persons  65  and  over  had  very  little 
monetary  resources  to  take  care  of  their  illnesses,  while  57  percent  of 
persons  15  to  44,  and  55  percent  of  those  45  to  64,  were  covered  by  some 
form  of  health  insurance.  Of  those  aged  65  and  over,  only  25  percent 
were  thus  covered  (28  percent  of  the  men  and  23  percent  of  the  women). 

A  study  of  the  State  Department  of  Social  Welfare  indicated  that 
among  265,000  Old  Age  Assistance  recipients,  154,000  had  special  needs. 
Over  10,000  needed  a  special  diet,  1,200  nursing  care,  32,500  drugs, 
27,000  physicians'  and  surgeons'  services,  over  7,500  were  in  nursing 
homes.  Of  this  total  86  percent  were  able  to  take  care  of  themselves, 
3  percent  were  bedridden,  10  percent  were  not  bedridden  but  in  need 
of  care  because  of  physical  condition,  1  percent  because  of  mental 
conditions. 


27  Home  Care  and  Housing:  Needs  of  the  Aged,  New  York  State  Division  of  Housing, 

Joseph  McMurray,  Commissioner,  1958,  pages  5-8. 

28  Health  in  California,  California  Health  Survey,  State  Department  of  Public  Health, 

1957,  page  26. 
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These  figures  give  a  general  picture  of  the  health  problems  facing 
the  aged.  A  serious  illness  can  obliterate  the  savings  of  an  aged  person 
very  rapidly  with  hospital  costs  at  $20  to  $30  a  day,  nursing  costs 
around  $15  for  an  eight-hour  period  or  from  $45  to  $50  a  day  for 
around-the-clock  nursing  care  "which  is  so  frequently  required  for  an 
older  person  in  a  hospital.  Another  problem  is  what  to  do  for  an  older 
person  who  can  be  discharged  from  a  hospital.  Their  own  home  may 
not  always  be  suitable.  Good  nursing  homes  have  long  waiting  lists 
and  the  cost  frequently  is  between  $200  and  $300  a  month.  "While  there 
are  many  highly  qualified  nursing  and  convalescent  homes,  some  op- 
erations have  recently  been  questioned  and  unsatisfactory  conditions 
publicized. 

Doctors  in  California  and  across  the  Country  have  been  emphasizing 
the  importance  of  rehabilitation  for  aged  patients.  Pilot  programs  have 
demonstrated  the  possibilities  of  rehabilitation  programs  for  aged  per- 
sons which  make  it  possible  for  self-care  to  be  re-established.  Opinion 
here  is  that  if  a  patient  returns  to  his  own  home  without  such  rehabili- 
tation, indefinite  care  would  be  unavoidable.  The  expense  of  the  re- 
habilitation program  is  great  and  there  is  a  scarcity'  of  skilled  personnel. 
The  different  solutions  of  care  and  living  arrangements  for  those  aged 
who  are  physically  or  mentally  impaired  will  be  discussed  at  greater 
lengths  in  the  chapter  on  living  arrangements. 

THE  COST  OF  THE  NEEDY  AGED 

Old  Age  Assistance  supports  around  265,000  aged  in  the  State.  Fed- 
eral, state  and  county  government  funds  contribute  to  the  Old  Age 
Assistance  program  and  the  support  of  the  recipients.  There  are  thou- 
sands of  other  aged  who  belong  to  this  needy  group,  some  of  them  in 
the  caseloads  of  Aid  to  the  Blind,  others  in  General  Assistance.  Accu- 
rate information  on  the  total  cost  of  the  needy  aged  to  the  State  and 
other  governmental  agencies  is  not  available.  They  are  part  of  many 
different  budgets.  In  order  to  determine  this  total  cost  a  lengthy  study 
would  be  necessary. 

In  1957-58,  the  State  of  California  out  of  its  annual  budget  will 
spend  $110.7-18,587  for  Old  Age  Assistance  payments.  Part  of  these 
funds  was  allocated  for  housing.  "Whether  such  allocations  were  suffi- 
cient to  provide  adequate  housing  or  whether  it  only  subsidized  the 
slums  is  a  question  that  should  be  determined. 


CHAPTER  II 

LIVING  ARRANGEMENTS  OF  THE  AGED 

An  aged  person,  as  compared  to  children  who  go  to  school  and  roam 
around,  or  young  and  middle-age  adults  who  work  outside  their 
home,  spends  the  largest  part  of  his  day  at  home.  For  him  the 
home  is  "a  place  where  one  can  make  independent  decisions,  enjoy 
privacy,  retreat  from  the  rigors  of  life,  associate  with  the  family,  live 
among  treasured  belongings  and  look  out  upon  familiar  neighborhood 
scenes, ' '  ^9 

AGED  HOUSING  DESIRES 

Many  attempts  have  been  made  nationally  and  in  California  to  find 
out  what  the  aged  themselves  desire  in  the  way  of  housing.  Most  of 
these  studies  have  been  carried  out  on  a  comparatively  small  and 
local  scale.  They  have  added  to  our  knowledge  but  are  not  conclusive. 
On  the  whole,  they  reveal  that  what  an  aged  person  wants  most  is  to 
maintain  his  independence  as  long  as  possible.  Most  aged  are  not 
willing  to  give  up  their  own  homes  for  the  greater  comfort  of  living 
in  congregated  housing  or  with  a  family.  Another  desire  is  for  some 
hope  for  security.  They  do  not  want  to  be  separated  from  their  old 
environment,  friends,  shopping  habits,  and  neighborhood,  where  they 
feel  secure.  They  also  desire  an  atmosphere  of  friendship  and  friend- 
liness as  a  protection  against  loneliness.  A  minimum  of  comfort  and 
help  suitable  to  their  years  is  also  sought.  It  is  known  that  most  aged 
resist  change;  they  are  willing  to  ''put  up"  with  a  great  deal  as  long 
as  they  stay  in  a  known  environment. 

Aged  are  people  and  differ  greatly  in  the  sequence  of  their  desires. 
The  widow  used  to  companionship  may  rank  friendship  and  friendli- 
ness high  in  her  order  of  desires.  A  few  rugged  individualists  who 
have  been  independent  all  their  lives  may  prefer  to  tolerate  inade- 
quate housing  without  comfort  and  friendliness  to  any  other  type 
as  long  as  they  can  stay  independent  and  are  not  bothered  by  anybody. 
The  various  departments  of  public  assistance  in  California  can  all 
cite  isolated  cases  of  old  men  who  would  rather  live  in  a  cave  or  below 
the  staircase  of  a  house  than  give  up  this  "independence." 

HOW  WOULD  THE  AGED  LIKE  TO  LIVE? 

A  study  in  Florida  in  1953,  tried  to  determine  the  reactions  of  the 
aging  toward  a  sponsored  neighborhood  village  idea.^*^  Here  are  some 
representative  answers:  (1)  such  a  village  should  be  located  in  the 
suburbs  of  a  city  of  50,000  or  more  population;  (2)  about  one-half 
wanted  two-bedroom  homes,  the  rest  wanted  just  one  bedroom;  (3)  one- 


-8  Woodrow   \V.    Hunter    and    Helen    Maurice:    Older  People    Tell    Their   Stories,   Ann 

Arbor,  Michigan,  1953,  page  34. 
30  "The   Sponsored  Neighborhood  Village,"  Aging,  1953,  United   States  Department  of 

Health,  Education  and  Welfare,  May,  1953. 
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eighth  to  one-fifth  preferred  to  live  in  apartments,  the  rest  wanted  sep- 
arate one-story  dwelling  units;  (4)  three-fourths  of  the  families  owned 
a  car,  and  therefore,  needed  a  carport  or  a  garage;  (5)  more  than  two- 
thirds  wanted  to  participate  in  a  planned  recreation  program. 

A  Long  Beach  survey  found  that  of  those  aged  who  were  inter- 
viewed, 88  percent  expressed  a  preference  for  the  downtown  area,  and 
desired  separate  households.^^ 

In  Our  Needy  Aged,  ibid.,  the  following  responses  were  recorded : 
83  percent  of  the  couples  and  62  percent  of  the  singles  preferred  to 
live  in  a  separate  house,  95  percent  of  the  couples  wanted  to  live 
alone  with  their  spouses,  and  62  percent  of  the  single  persons  wanted 
to  live  alone.  Approximately  one-third  of  those  living  with  adult 
children  and  35  to  40  percent  of  those  living  with  other  relatives  pre- 
ferred to  live  by  themselves. 

WHY  HOUSING  DESIGNED  AND  BUILT  FOR  THE  AVERAGE  DOES  NOT 
MEET  THE  SPECIAL  NEEDS  OF  THE  ELDERLY 

The  years  after  age  65  are  usually  ones  of  increasing  tiredness 
and  loneliness.  A  Massachusetts  publication  collected  opinions  on  aged 
housing  from  many  sources :  ^^ 

"It's  longer  to  the  store,  the  stairs  are  steeper,  it's  much  harder  to  make  a  bed. 
They  are  years  when  a  fall  is  a  catastrophe,  and  when  those  lingering  miseries  of 
the  joints  and  veins  overtake  one.  The  elderly  usually  cannot  smell,  hear,  or  see 
as  well  as  the  younger  person.  The  impairment  of  the  senses  brings  new  and  well- 
founded  fears.  *  *  *  They  will  also  be  more  or  less  lonely.  Their  husbands 
and  wives  will  be  dead,  or  will  die.  Physical  handicaps  will  make  entertainment 
harder  and  harder  to  come  by.  As  they  are  left  increasingly  alone  and  unsup- 
ported, many  of  the  elderly  cling  even  more  tenaciously  to  those  old  associations 
which  have  managed  to  survive.  Their  pictures,  furniture,  friends,  and  habits 
become  more  important.  *   *   * 

"The  first  requisite  is  the  quality  of  privacy.  Desires  which  increase  signifi- 
cantly with  age  are  to  be  left  to  one's  self,  to  work  methodically,  to  continue 
the  same  work  until  finished.  All  *  *  *  are  more  susceptible  to  illnesses  of  all 
kinds,  and  are  more  prone  to  accidents  *  *  *.  The  principal  accidental  causes 
of  death  at  home  are  falls,  burns,  and  poisonous  gas.  *  *  *  Mechanical  causes 
are  most  often  disorder,  improper  equipment  and  lack  of  light.  *  *  *  Statistics 
indicate  that  most  falls  occur  at  night  *  *  *  bathi'ooms  should  be  easily  accessible. 
Light  and  heat  is  important.   Grab-bars  should  be  available. 

'•*  *  *  Aged,  typically,  have  collected  a  great  many  belongings  *  *  *  storage 
is  important.  *  *  *  The  restrictions  of  their  social  life  make  the  elderly  place  a 
premium  on  a  lively  view,  toward  the  street  or  a  park  *  *  *.  Habit  of  sitting  at 
a  window  *  *  *  south  or  southwest  direction.  *  *  *  Apartments  for  couples  should 
be  distributed  among  those  for  singles.  *  *  *  Goal  should  be  a  maximum  of  casual 
contacts.  *  *  *  Outdoor  sitting  areas.  *  *  *  Experience  elsewhere  indicates  that 
projects  from  25  to  45  dwelling  units  are  most  successful.  Residential  neighbor- 
hood, land  likely  to  remain  surrounded  by  residential  uses  *  *  *  transportation, 
convenient  and  inexpensive  *  *  *  shopping  convenient  and  adequate  *  *  * 
churches,  libraries,  parks,  theaters  *  *  *  avoid  nuisances  of  noise,  smoke,  fumes, 
smells,  children's  playgrounds  *   *   *   excessive  traffic,  dangerous  crossings." 

These  recommendations  can  be  applied  to  California's  aged,  even 
though  some  think  that  California's  climate  keeps  them  healthy  longer 
and  "our  way  of  living"  counteracts  their  loneliness. 

31  The  Renior  Citizen  in  Our  Community,  Long  Beach,   Community  Welfare   Council, 

1955,  page  28. 

32  "Standards  of  Design,"  Housing  the  Elderly,  Massachusetts  State  Housing  Board, 

1954,  pages  2-14. 
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PRESENT  LIVING  CONDITIONS 

Most,  but  not  all,  of  California's  aged  live  in  communities  that  are 
predominantly  residential  in  character.  According  to  Our  Needy  Aged, 
ihid.,  5  percent  live  in  blocks  dominated  by  commercial  and  industrial 
establishments  and  another  12  percent  live  in  areas  where  commerce 
and  industry  are  beginning  to  encroach.  "Old  people  and  old  houses 
frequently  go  together."  Many  aged  live  in  houses  that  were  built  40 
or  more  years  ago  (the  typical  frame  houses  of  the  early  1900 's).  Six 
percent  of  the  aged  live  on  farms,  most  of  them  in  an  urban  en- 
vironment. 

Sixty-two  percent  of  the  aged  managed  to  maintain  their  own  separate 
households  (living  alone  or  with  their  spouse),  the  rest  shared  their 
homes  with  others.  Seventy-six  percent  of  the  aged  (couples  and  single 
persons)  lived  in  separate  houses,  17  percent  in  apartments,  5  percent 
in  duplexes,  1.5  percent  in  roominghouses. 

The  following  table  gives  some  figures  on  living  arrangements  and 
corresponding  age  characteristics : 

CALIFORNIA   AGED   LIVING   ARRANGEMENTS 

Living  Arrangements  by  Age  of  Persons  65  and  Over  in  California  ^ 

Percent   of  each  age  f/roup 

Living  arrangement                                          65-69        10-1  If  15-19  80  and  over 

Living  alone  or  witli  spouse  only 67             62  66             44 

Living  with  adult  child 20             24  24             38 

Living  with  other  relatives 11             11  9             13 

Other  living  arrangements 2               3  15 

The  statistics  changed  somewhat  among  those  aged  75  years  and  over. 
Ninety-two  percent  of  the  men  and  women  in  this  group  lived  in 
households  but  only  66  percent  of  the  men  had  households  of  their 
own,  with  less  than  49  percent  of  the  women  so  doing.  More  of  the  aged 
lived  with  relatives  and  nearly  8  percent  of  the  men  and  about  the  same 
number  of  women  lived  in  institutions  and  quasi-households.  These  fig- 
ures serve  to  indicate  that  with  the  advent  of  increasing  age,  independ- 
ence is  given  up. 

According  to  the  1950  United  States  Census,  two-thirds  of  California 
families  with  household  heads  over  age  65  lived  in  owner-occupied  units. 

NATIONAL   AGED    LIVING   ARRANGEMENTS 
(1950  United  States  Census) 

65  to  IJf                            15  up 

Men      Women  Men  Women 

Living  in  households 94.5         96.0  92.1  92.1 

Own  households 80.2         69.6  65.7  48.6 

Living  with  relatives 9.9         22.4  21.7  39.0 

Living  with  nonrelatives 4.3           4.0                   4.7  4.3 

Living  in  institutions 2.2           1.9                   4.8  5.8 

Other  quasi-households 3.3           2.1                   3.1  2.1 

The  1950  United  States  Census  revealed  the  national  housing  arrange- 
ments of  the  aged.  Throughout  the  country,  94.5  percent  of  the  men  65 
to  74  and  96  percent  of  the  women  in  the  same  age  group  lived  in 
households ;  80  percent  of  the  men  and  70  percent  of  the  women  main- 

S3  Our  Needy  Aged,  ihid,,  page  12. 
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tained  their  oivn  Jiouseholds,  while  10  percent  of  the  men  and  22  percent 
of  the  women  lived  with  relatives,  and  4  percent  of  both  men  and  women 
lived  with  nonrelatives.  Only  5.5  percent  of  the  men  and  4  percent  of 
the  women  of  these  age  gronps  lived  in  institutions  or  other  quasi- 
households  like  hotels,  boarding  homes,  etc. 

In  contrast  to  other  areas  of  investigation,  detailed  and  recent  infor- 
mation is  available  on  the  housing  of  California 's  aged  who  are  receiving 
Old  Age  Assistance.  With  their  low  incomes,  they  form  a  special  group 
with  limited  resources  and  consist  of  a  plurality  of  women. 

The  following  tables  are  taken  from  the  publication.  Significant  Facts 
About  Old  Age  Security  Recipients,  State  Department  of  Social  Wel- 
fare, June,  1956. 

LIVING   ARRANGEMENTS   OF   264,276   OLD   AGE   ASSISTANCE    RECIPIENTS 

(By  percentage) 
Male  Female         Total 

All  cases  87,160        177,116       26/f,276 

Recipient  lives : 

Alone 37.6  38.4  38.1 

With  spouse  only 37.7  20.0  25.8 

With  adult  children  only 7.2  24.7  19.0 

With  spouse  and  adult  children 3.1  1.3  1.9 

With  others  only 7.7  9.-5  8.9 

In  other   arrangements 6.7  6.1  6.3 

These  figures  reveal  that  nearly  two-thirds  of  Old  Age  Assistance 
recipients  (75  percent  of  the  men,  and  58  percent  of  the  women)  have 
maintained  their  independence  and  live  alone  or  with  their  spouses 
only.  Only  one-fourth  of  the  women  and  few  of  the  men,  live  with  their 
adult  children.  One-sixth  of  the  women  live  with  other  families  or  in 
nonhouseholds. 

TYPE   OF   DWELLING    FOR   264,276   OLD   AGE   ASSISTANCE    RECIPIENTS 

Percent 

House 61.3 

Apartment  or  flat 23.3 

Hotel 2.5 

Roominghouse  with  housekeeping 2.8 

Roominghouse  without  housekeeping  facilities 1.2 

Boardinghouse -3 

Boarding  or  rest  home 4.2 

Institution -9 

Other 3.5 

Houses  were  the  most  frequent  arrangement,  followed  by  apart- 
ments. All  other  dwelling  types  together  provided  for  one-sixth  or  over 
40,000  Old  Age  Assistance  recipients — a  significantly  large  group  and 
one  which  needs  special  attention. 

In  May,  1958,  the  State  Department  of  Social  Welfare  collected 
additional  data  on  housing  of  the  ''needy  aged."  Only  advance  tabu- 
lations were  available  at  the  time  of  this  study,  but  they  reveal  a  few 
new  and  important  facts  on  the  housing  of  this  group  which  have  a 
direct  bearing  on  the  whole  housing  problem.  Of  the  163,432  dwelling 
units  occupied  by  Old  Age  Assistance  recipients  in  California,  55.6 
percent  were  rented  and  44.2  percent  were  owned.  (In  Los  Angeles 
County,  the  proportion  was  64  percent  rented;  in  the  San  Francisco 
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Bay  area,  65  percent;  in  the  other  larger  cities  (50,000  or  more),  55 
percent  rented;  in  rural  areas,  34  percent,  and  in  all  other  locations, 
45  percent.  These  figures  tell  us  that  in  the  larger  urbanized  counties, 
Old  Age  Assistance  recipients  live  mainly  in  rental  housing ;  this  situ- 
ation is  reversed  in  the  rural  and  smaller  towns.^* 

The  physical  condition  of  this  housing  may  be  categorized  by  the 
type  of  plumbing  equipment  it  includes.  Standard  housing  in  this 
study  means  the  inclusion  of  flush  toilets,  bathtub  or  shower,  hot  and 
cold  piped  water  within  the  dwelling  unit.  Other  types  or  uses  of 
plumbing  may  be  considered  nonstandard.  According  to  this  limited 
definition,  13  percent  of  all  housing,  14  percent  of  rented  housing,  and 
12  percent  of  the  owned  dwellings  were  substandard.  Conditions  vary 
throughout  the  State;  9  percent  of  Los  Angeles  County  housing  was 
considered  nonstandard ;  10  percent  of  the  Bay  area  and  36  percent  of 
rural  areas  were  so  defined.  Warm  water  and  the  privacy  of  bathroom 
facilities  are  very  important  for  aged  persons.  No  information  was 
obtained  on  dwelling  unit  occupancy  and  therefore  overcrowding,  if 
any,  cannot  be  determined. 

PRESENT  COST  OF  HOUSING  FOR  LOW-INCOME  ELDERLY 

The  monthly  cost  to  Old  Age  Assistance  recipients  of  rented  housing 
varies  according  to  location  in  the  State.  Los  Angeles  County's  average 
cost  was  $41.01,  and  the  San  Francisco  Bay  area  average  was  $34.60. 
Other  cities  of  50,000  and  more  had  an  average  of  $35.80,  rural  areas 
averaged  $22.96,  and  other  locations  averaged  $32.98.  On  the  whole, 
standard  housing  cost  about  $10  more  than  nonstandard. 

The  average  cost  of  Los  Angeles  standard  rental  housing  per  Old  Age 
Assistance  recipient  was  $42,  the  nonstandard  average  cost  was  $33. 
Average  rents  paid  by  a  couple  living  alone  in  Los  Angeles  was  $62.77. 
In  the  San  Francisco  Bay  area  the  figure  was  $50.77.  Considering  that 
the  allowance  for  housing  and  utilities  in  the  Old  Age  Assistance  budget 
is  $21.30,  we  can  readily  appreciate  the  problem  of  the  elderly  who  must 
pay  the  difference  from  allotments  for  other  purposes.  On  an  average, 
a  monthly  cost  of  $10.72  is  diverted  from  the  special  need  allowance. 
In  25  percent  of  the  cases  (not  including  recipients  whose  spouse  was 
also  receiving  Old  Age  Assistance)  housing  costs  used  up  part  of  the 
hasic  allowance,  only  leaving  an  average  amount  of  $64.52  for  other 
needs.  It  is  expected  that  at  a  later  date,  additional  data  will  become 
available  for  a  more  comprehensive  analysis.  This  survey  clearly  indi- 
cates the  problem  of  high  rents  and  poor  housing  for  Old  Age  Assistance 
recipients. 2^  In  at  least  one  fourth  of  all  cases  studied,  less  than  $65 
per  month  was  available  for  food,  clothing,  recreation  and  incidentals 
for  California's  aged.  The  average  sum  of  $2  per  day  for  such  items 
may  not  be  sufficient  for  an  aged  person  at  1958  costs,  and  clearly  indi- 
cates that  this  particular  group  needs  special  attention.  The  rest  of  the 
persons  on  Old  Age  Assistance  have  about  $10  more  per  month  to  spend. 

Considering  the  quality  of  substandard  or  even  standard  housing,  it 
might  realistically  be  asked  if  the  State  is  not  literally  subsidizing  our 

s<  Survey   of  Housing,   Old   Age  Recipients,   May,   1958,   State   Department  of  Social 

Welfare,  October,  1958.  .  ^  „     •   , 

ss  Survey  of  Housing,  Old  Age  Recipients,  May,  1958,  State  Department  of  Social 
Welfare,  October,  1958. 
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slums!  The  total  state  expenditure  for  housing  of  Old  Age  Assistance 
recipients  beyond  the  basic  allowance  of  $21.30,  adds  up  to  18  million 
dollars  per  year.  This  sum  might  be  spent  more  constructively  in  the 
creation  of  new  housing  or  in  the  improvement  of  existing  housing. 
This  survey,  ihid.,  also  indicates  how  the  two-thirds  of  the  Old  Age 
Assistance  recipients  who  were  included  in  the  sample  as  having  inde- 
pendent  living  arrangements  are  living.  Fifty-six  percent  lived  in  houses, 
6  percent  in  cabins,  4  percent  in  trailers,  25  percent  in  fiats  or  apart- 
ments. 5  percent  in  hotels,  and  4  percent  in  roominghouses. 

COST  OF  HOUSING  FOR  MIDDLE  INCOME  ELDERLY 

An  analysis  of  the  budgets  of  the  aged  and  studies  dealing  with  ex- 
penditure standards,  such  as  those  described  in  The  Family  in  a  Money 
World,  conclude  that  no  more  than  20-25  percent  of  an  aged  person's 
income  go  into  housing  (including  utility  costs). ^"^  An  aged  person 
spends  most  of  his  time  at  home.  This  may  justify  some  of  the  larger 
expenses  for  housing  and  utilities,  especially  if  the  need  of  the  aged 
for  adequate  heating,  lighting,  and  warm  water  is  taken  into  account. 

Very  little  information  on  the  actual  costs  of  housing  expenditures 
of  the  aged  above  Old  Age  Assistance  levels  is  available.  If  we  assume 
that  40-50  percent  of  the  aged  have  monthly  incomes  of  $200-$399  per 
couple  and  that  $120-$250  is  representative  for  a  single  person,  a  25 
percent  expenditure  of  such  an  income  would  mean  that  couples  in 
the  middle  income  group  could  afford  from  $50-$100  and  single  per- 
sons could  afford  from  $30-$60  for  rent  and  utilities.  A  perusal  of 
newspaper  ads  and  accounts  of  the  experiences  of  persons  who  are 
looking  for  housing  seem  to  indicate  that  those  persons  in  the  middle 
income  group  who  are  above  the  Old  Age  Assistance  level  also  face  a 
serious  problem  in  finding  adequate  housing.  A  so-called  bachelor  or 
single  apartment  which  includes  utilities  is  generally  not  available 
below  $50  or  $60.  In  more  exclusive  neighborhoods,  they  run  $100  or 
more.  A  one-  or  two-bedroom  apartment  for  a  couple  which  includes 
utilities  and  Avhich  is  located  in  a  desirable  location,  is  not  easily  avail- 
able below  $75,  and  usually  costs  much  more  if  it  has  features  which 
make  it  suitable  for  aged.  The  high  income  group  of  the  elderly  with 
incomes  above  $400  a  month,  which  includes  about  20  percent  of  Cali- 
fornia's  aged  population,  can  afford  the  cost  of  adequate  housing. 

PHASES  OF  HOUSING  FOR  THE  AGED 

Economic  aspects  of  housing  are  of  importance,  but  frequently  it  is 
the  state  of  an  aged  person's  health  which  may  determine  the  solution 
to  his  housing  problem.  Depending  on  the  state  of  his  health,  an  aged 
person  may  live  in  his  own  home  or  need  sheltered  environment  such 
as  is  provided  in  an  old  age  home,  nursing  home,  or  an  institution.  An 
aged  person's  health  and  ability  to  manage  his  household  affairs  slowly 
deteriorates. 

It  is  possible  to  predict  different  solutions  most  suitable  to  meet 
the  needs  of  the  aged.  Doctor  Henrietta  Herbolsheimer  of  the  Uni- 


'  The  Family  in  a  Money  World,  Family  Service  of  America,  by  Frances  Lomax,  1957. 
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versity  of  Chicago  Medical  School,  an  expert  in  geriatrics,  has  de- 
veloped a  sequence  of  different  solutions.^"^  The  following  descriptions 
of  the  different  phases  have  been  adapted  from  her  work,  with  Mr. 
Maurice  Ostomel  of  the  Jewish  Home  for  the  Aged  in  Los  Angeles 
having  also  contributed  greatly.  These  phases  include  the  following: 

Phase  1.  The  aged  is  able  to  live  alone  and  to  take  care  of  himself  without  any 
outside  help. 

Phase  2.  The  independent  home  can  be  maintained  only  with  the  outside  assistance 
of  a  homemaker,  housekeeper,  visiting  nurse  service,  or  with  the  help  of 
relatives. 

Phase  3.  Sheltered  environment  in  a  sponsored  community  with  some  provisions  for 
help  with  cooking  and  housework  becomes  necessary.  Accessibility  to  clinics 
and  day  care  centers  is  also  vital.  This  arrangement  may  include  a  small 
efficiency  apartment  with  a  common  dining  room.  Most  hotels  or  rooming 
houses  belong  in  this  group.  Closely  related  are  the  new  "retirement  ho- 
tels" sponsored  by  churches  and  other  organizations. 

Phase  4.  Independence  is  abandoned,  more  personal  care  is  needed  ;  assistance  with 
bath,  food  and  other  intermediate  services  is  necessary.  These  require- 
ments may  be  provided  in  the  home  of  the  relative  or  in  a  boarding  home 
or  institution  for  well  aged. 

Phase  5.  Some  nursing  care  for  both  ambulatory  and  nonambulatory  patients  is 
necessary.  A  system  of  medication  and  health  supervision  is  indicated.  This 
care  includes  some  mildly  senile  persons.  It  might  be  termed  "subinfirmary" 
and  includes  rest  homes  and  nursing  homes. 

Phase  6.  Hospital  care  for  those  in  need  of  constant  health  supervision  by  fully 
trained  nurses  and  doctors  is  necessary. 

Phase  7.  Special  care  is  needed  for  those  who  are  psychotic  or  whose  behavior  is 
dangerous  to  themselves  and  to  others. 

Not  all  aged  persons  go  through  these  different  phases.  They  present 
a  sequence  of  intensity  of  care.  A  person  after  a  successful  hospital 
stay  may  return  to  phase  1  to  5,  a  person  may  end  his  life  peacefully 
in  his  own  home.  The  transition  from  one  phase  to  another  presents 
enormous  problems  of  adjustment  for  the  aged  person.  The  different 
phases  are  considered  in  more  detail  as  follows : 

The  First  Phase:  Independent  Living 

This  phase  covers  the  period  in  life  when  the  aged  person  is  able  to 
maintain  a  household  of  his  own  without  any  outside  help.  More  than 
half  of  the  aged  are  in  this  group.  The  usual  arrangement  for  this 
purpose  is  the  owned  or  rented  home. 

The  owned  home  is  the  most  frequently  used  arrangement — 67.2 
percent  of  the  households  whose  head  was  65  years  and  older  are 
owner-occupied,  32.8  percent  are  renter-occupied.  It  is  also  the  most 
desired  solution,  but  it  offers  some  problems.  In  many  instances,  the 
home  is  old,  having  been  bought  during  or  even  prior  to  the  period 
of  highest  earning  capacity  of  a  person  or  at  that  point  of  the  life 
cycle  when  the  family  was  growing.  It  may  not  always  offer  the  best 
living  arrangements  for  the  aged  person.  Considerable  capital  which 
could  be  used  to  better  advantage,  especially  if  the  increase  in  con- 
struction prices  is  taken  into  account,  is  often  invested  in  the  home. 
The  owned  home  may  necessitate  considerable  effort  to  keep  the  hotise 
and  yard  in  good  shape.  Older  homes  need  much  more  home  repairs 

I"  "Making  the  Years  Count,"  New  York  State  Joint  Legislative  Committee  on  Prob- 
lems of  the  Aging  (Desmond  Report),  1955,  page  12. 
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and  as  they  often  were  built  during  periods  in  whieh  enforcement  of 
building  and  fire  codes  were  lax,  sudden  enforcement  of  such  codes 
and  repairs  by  paid  workmen  may  exliaust  the  means  of  an  aged 
person  who  can  no  longer  do  the  work  himself.  Another  costly  item  for 
an  elderly  homeowner  is  the  constantly  increasing  tax  rate  which 
cannot  be  foreseen. 

Frequently,  an  aged  person  is  "overhoused"  in  his  own  home.^^ 
If  a  smaller  home  or  rented  quarters  in  desirable  neighborhoods  would 
be  available  at  suitable  prices,  some  aged  persons  might  be  willing  to 
sell  their  homes  and  move.  But,  at  the  present  time,  many  obstacles 
present  themselves  to  such  a  solution.^^  We  also  frequently  find  that 
20-25  percent  of  aged  persons  with  an  adequate  income  live  alone  in 
a  6-  to  8-room  house. 

Other  problenLS  of  home  ownership  for  the  aged  person  lie  in  the 
fact  that  a  house,  even  if  it  is  well-kept  by  the  owner,  is  frequently 
located  in  changing  or  deteriorating  neighborhoods,  and  that  business 
and  industry  may  enroach  on  the  neighborhood.  Houses  around  the 
old  "homestead"  are  being  torn  down  to  give  way  to  apartment 
houses,  etc.  As  the  population  which  built  the  homes  moves  out,  a 
different  and  new  population  moves  in,  made  up  in  great  part  of 
transients  and  unattached  persons  and  very  frequently  other  racial 
and  nationality  groups.  The  older  person  frequently  resents  these  new- 
comers. The  younger  members  of  the  family  seldom  want  to  live  in 
the  old  neighborhood.  The  easy  financing  of  veteran's  housing  attracts 
young  couples  into  the  new  tract  areas,  many  of  them  located  miles 
from  the  city  centers. 

Another  problem  facing  the  home-owning  aged  are  urban  renewal 
and  community  redevelopment  projects.  These  desirable  projects  fre- 
quently result  in  hardships  for  the  individual  homeowner  (and  renter). 
The  development  of  freeways  and  civic  improvements  dislocate  many 
aged.  We  are  familiar  with  stories  of  a  homeowner  defending  his 
house  with  a  shotgun  against  progress.  We  have  not  developed  effec- 
tive methods  to  assist  aged  persons  in  acquiring  new  homes  nor  have 
we  established  housing  clinics  where  a  person  can  receive  sound  advice 
concerning  personal,  economic  and  emotional  problems  related  to 
housing. 

Economic  solutions  for  the  aged  homeowner  traditionally  have  been 
the  taking  in  of  boarders,  or  subletting  a  part  of  his  home.  Zoning 
ordinances  in  many  instances  prevent  this  solution. 

Under  the  pressure  of  many  of  these  problems  an  aged  couple  or  a 
surviving  widow  frequently  decide  to  sell  their  home.  Here,  again, 
is  a  situation  where  aged  persons  can  benefit  from  sound  and  honest 
advice.  Enterprising  real  estate  brokers  frequently  secure  these  older 
homes  at  a  low  price  and  from  the  inexperienced  home  seller.  Some 
community  organization  is  needed  to  protect  these  older  persons.  The 
history  of  the  urban  renewal  project  in  the  Sawtelle  area  of  Los 
Angeles  gives  an  example  of  how  a  well-organized  community  might 
help  their  older  citizens.  Here,  an  organized  committee  made  up  of 

38  Dr.  Hertha  Kraus,  Housing  Our  Older  Citizens,  The  Annals  of  the  American  Acad- 

emy of  Political  and  Social  Science,  1953,  page  126. 

39  E.   Everett  Ashley,  A  Brighter  Future  for  the  Later  Years,  Speech   at  Conference 

on  Aging,  Ann  Arbor,  Michigan,  June  24,  1958. 
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bankers,  financial  experts,  lawyers,  and  reliable  real  estate  brokers 
were  willing  to  counsel  aged  persons  who  might  be  displaced  by  urban 
renewal  projects,  free-of-charge.^" 

Alternatives  for  the  aged  home  owner  are  many.  One  alternative 
might  suggest  building  or  buying  a  new  small  home.  The  Federal 
Housing  Act  of  1956  made  provisions  for  facilitating  building  of 
individual  homes  by  aged  persons.  It  offers  special  mortgage  insurance 
and  guarantees  for  these  homes.  For  a  number  of  reasons,  the  applica- 
tion of  this  act.  Section  203,  has  not  yet  achieved  noteworthy  success. 

According  to  experts  and  to  studies  which  have  been  made  through- 
out the  United  States,  the  ideal  solution  for  an  aged  person  who  prefers 
to  stay  in  a  home  of  his  own  is  a  small  retirement  home.  This  home 
would  ideally  feature  one  or  two  bedrooms  and  would  not  approxi- 
mate more  than  500-800  square  feet  on  a  small  lot  of  2,000  to  5,000 
square  feet,  thus  not  placing  such  a  burden  upon  an  elderly  person 
as  would  a  large  lot.  Such  a  lot  size,  however,  does  not  agree  with 
F.  H.  A.  regulations  or  with  the  requirements  of  the  usual  local  R-1  or 
R-2  zoning  ordinances.  On  the  other  hand,  to  build  a  home  in  R-3  or  E,-4 
areas  is  not  desirable  for  an  aged  person  or  anyone  else  who  wants 
a  residential  neighborhood. 

Another  problem  which  an  aged  person  faces  in  building  a  home 
is  the  general  inclination  of  banks,  building  and  loan  companies, 
insurance  companies  and  other  financial  institutions  not  to  consider 
him  eligible  for  a  long  term  loan  because  his  productive  years  are 
gone.  A  few  attempts  to  improve  this  situation  have  been  made  by 
permitting  a  co-signer  in  the  home-loan  arrangement. 

During  the  recent  years,  experiments  to  create  homeowner  com- 
munities for  the  aged  have  been  undertaken  in  various  parts  of  the 
country.  Considerable  interest  has  been  shown  in  ' '  Orange  Grove ' '  and 
''Kissimmee"  in  Florida,  and  "Youngtown"  near  Phoenix,  Arizona. 
These  are  homeowner  communities  consisting  of  some  300  to  1,000  indi- 
dividual  houses,  usually  outside,  but  not  too  far  from  the  city,  unham- 
pered by  zoning  ordinances.  Prices  for  these  homes,  including  the  lot, 
usually  cover  access  to  community  facilities  for  recreation,  occasional 
hospitalization,  workshops,  etc.  Their  cost  varies  from  $6,000  to  $15,000 
depending  on  size  of  home  and  other  conveniences.  The  cost  of  a 
house  including  a  5,000  to  6,000  square  foot  lot  in  "Youngtown," 
Arizona,  is  $7,750  and  up.  There  is  a  2  percent  discount  for  a  cash 
payment,  and  taxes  are  $143  per  year.  FHA  monthly  payments,  includ- 
ing taxes,  are  $59.75.  The  units  are  very  attractive,  and  living  condi- 
tions are  described  as  "wonderful."  Considerable  comment  has  arisen 
nationally  about  these  new  developments.  Proponents  of  the  develop- 
ments emphasize  the  convenience  of  the  homes  which  have  been  built 
especially  with  the  infirmities  of  the  aged  in  mind.  They  extoll  the 
companionship  and  mutual  helpfulness  which  aged  persons  derive  by 
living  in  these  new  communities.  The  opponents  cite  the  isolation  of 
these  communities  from  neighboring  cities,  and  the  segregation  of 
older  people  from  the  rest  of  the  community  as  disadvantages.  They 
feel  that  older  people  like  to  have  young  families  with  children  as 

'"West  Area  Welfare  Planning-  Council,  Los  Angeles,  California,  Report  of  the  Saw- 
telle  Urban  Renewal  Survey,  1957-58. 
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neighbors  and  do  not  want  to  be  burdened  with  the  influence  of  their 
aged  companions. 

So  far,  reports  emanating  from  these  new  developments  are  very 
favorable  and  the  waiting  lists  to  enroll  in  the  development  are  long. 

With  more  and  more  people  retiring  fairly  early  in  life,  there  is 
increasing  need  for  retirement  developments  of  this  nature.  "Volun- 
tary segregation"  of  aged  persons  living  in  communities  like  Yucaipa 
in  Riverside  County  already  exists  wherein  nearly  100  retired  police- 
men are  presently  said  to  be  living. 

Because  of  the  manj^  "barriers"  incorporated  in  acquiring  home 
loans,  many  persons  who  give  up  their  homes  move  into  on  apart- 
ment. In  California,  apartment  living  is  still  not  too  well  accepted. 
However,  a  change  in  this  view  during  the  next  decade  is  predicted 
by  many  of  our  city  planners. 

An  older  person  may  derive  many  advantages  by  living  in  an  apart- 
ment. He  has  little  responsibility  for  the  upkeep  of  the  home,  he 
needs  not  take  care  of  the  yard,  and  there  are  other  people  close  by 
who  frequently  are  willing  to  offer  some  assistance  when  an  emer- 
gency arises. 

In  the  eyes  of  some  aged  persons,  there  are  important  problems 
connected  with  living  in  a  rented  home  or  apartment.  The  aged  gen- 
erally resist  change ;  most  of  them  have  developed  a  set  routine  for 
living  within  familiar  surroundings.  Often  times,  rental  units  do  not 
offer  a  feeling  of  permanence.  There  are  changes  in  ownership.  A  new 
landlord  may  make  rented  quarters  less  desirable.  There  may  be  fre- 
quent rent  hikes.  The  rent  index  of  the  Consumer's  Price  Index  in 
Los  Angeles  rose  to  146.8  (1947-49  equals  100  percent)  in  Septem- 
ber, 1958.^^  The  aged  person  who  is  generally  on  a  fixed  income  is 
not  able  to  pay  increased  rents  without  seriously  cutting  down  on 
other  necessary  expenses. 

The  typical  apartment  house  frequently  is  not  suitable  for  aged 
persons.  Such  inconveniences  as  staircases  without  handrails  are  not 
infrequent.  Furthermore,  bathroom  proximity  to  bedroom  and  non- 
skidding  floors  are  frequently  missing.  Trailer  living  in  close  quarters 
is  preferred  by  some  aged,  but  the  outlying  location  of  trailer  parks 
owing  to  zoning  regulations  offers  problems.  It  has  been  estimated 
that  5  percent  of  the  aged  live  in  such  parks. 

Financing  New  Rental  Housing  for  fhe  Aged 

There  have  been  attempts  throughout  the  country  to  build  rental 
housing  especially  designed  to  meet  the  special  needs  of  aged  per- 
sons.'*^  Section  207  of  the  United  States  Housing  Act  of  1956  sets  funds 
aside  to  build  rental  housing  for  the  aged.  There  have  been  efforts 
by  architects  to  develop  plans  for  apartment  houses  or  court-style 
homes  for  aged  persons.  Very  little  private  capital  or  loans  have 
been  invested  in  these  types  of  homes.  Xew  York  City  has  a  number 
of  developments  of  limited  dividend  apartment  houses  for  aged  per- 
sons under  construction.  They  are  geared  toward  the  middle  income 
group  or  the  aged  who  cannot  qualify  for  public  housing.  One  New 

«  Consumer  Price  Index,  September,  1958. 
«  See  note  39. 
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York  project,  now  being  developed,  anticipates  rents  of  around  $50  to 
$75  per  month.  This  would  mean  that  couples  with  an  income  of  around 
$300  might  be  able  to  afford  this  type  of  housing.  The  State  of  New  York 
assists  in  the  financing  of  these  homes.  New  York  State  and  New  York 
City  have  devoted  considerable  study  to  the  problem  of  aged  housing 
and  have  arrived  at  the  conclusion  that  at  the  present  time,  private 
capital  cannot  create  the  necessary  housing. 

Public  Housing  for  Aged 

The  Housing  Act  of  1956  changed  some  of  the  regulations  of  federally 
aided  housing  projects  in  favor  of  the  aged.  Prior  to  such  changes,  only 
aged  couples  were  eligible  for  public  housing.  According  to  the  new  law 
single  aged  persons  can  also  move  into  housing  projects.  Income  limits 
have  been  liberalized  during  the  last  two  years,  which  has  resulted  in 
nearly  all  housing  authorities  across  the  country  making  progress  in 
housing  the  aged.  Aged  persons,  in  response,  have  applied  in  increasing 
numbers  for  housing  in  housing  projects.  Housing  authorities  have 
found  that  housing  the  aged  in  units  originally  planned  for  families 
with  children  is  generally  impractical  because  of  the  special  needs  of 
the  aged  and  only  a  comparatively  few  dwelling  units  have  been 
altered  to  meet  this  need.  Minimum  rents  of  $22.75  (Los  Angeles)  are 
well  within  the  reach  of  the  low-income  aged.  San  Francisco  is  allo- 
cating 20  percent  of  a  new  low-rent  public  housing  project  to  aged 
persons. 

The  aged  person  with  an  income  close  to  the  public  assistance  level 
which  permits  rents  between  $20  and  $40  cannot  find  satisfactory 
housing  in  apartments  built  by  private  enterprise.  He  can  find  it  in 
public  housing  if  such  housing  is  available  and  if  such  housing  meets 
his  special  needs  as  to  dwelling  unit  accommodations  and  location. 
Practically  all  existing  public  housing  projects  in  California  are  fully 
occupied  with  waiting  lists.  In  addition,  by  state  law,  no  such  addi- 
tional housing  can  be  built  without  approval  by  local  referendums. 

Other  countries,  including  Sweden,  Holland,  and  England,  have 
been  in  the  forefront  of  providing  housing  for  aged  in  publicly  financed 
housing  projects.  Their  situation  is  somewhat  different  from  that  in 
the  United  States  in  that  minimum  income  of  aged  persons  is  much 
lower  and  public  concern  about  the  elderly  is  much  higher. 

T/ie  Second  Phase:  Community  Organized  Outside  Help 

To  live  alone  in  a  home  or  apartment  and  to  maintain  it  without 
outside  help,  and  to  stay  independent,  has  been  cited  as  one  of  the 
foremost  wishes  of  an  aged  person.  In  the  life  of  an  aged  person,  in- 
creasing years  bring  about  a  time  when  some  of  the  household  duties 
are  beyond  his  physical  and  mental  performance  ability.  Failing  health 
may  make  living  alone  dangerous.  Shopping  becomes  a  chore  and  pre- 
paring three  meals  a  day  becomes  rigorous.  Housecleaning  may  get 
neglected;  bathing  and  personal  hygiene  habits  like  combing  the  hair, 
nail  clipping  and  foot  care  become  difficult  to  undertake.  In  1958  a  maid 
earning  $1  to  $1.25  an  hour  or  approximately  $200  a  month  is  out  of 
the  economic  reach  of  most  elderly  persons.  In  prior  years,  aged  persons 
who  could  no  longer  undertake  such  described  tasks  had  to  give  up  their 
homes  and  move  into  sheltered  housing. 
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During  the  last  few  years,  cities  and  states  have  become  increasingly- 
aware  of  the  problems  and  costs  in  removing  an  aged  person  from  his 
accustomed  home.  Usually  congregate  living  in  a  boarding  home,  nurs- 
ing home  or  institution  is  considerably  more  expensive. 

Community  efforts  are  of  importance  in  the  housing  of  the  aged  for 
they  make  it  possible  for  the  aged  person  to  stay  independent  longer. 
More  than  one-tenth  of  the  aged  could  benefit  by  such  concerted  efforts. 
Homemaker  or  housekeeper  services  are  receiving  more  and  more  at- 
tention. Some  cities  like  San  Francisco  and  various  public  agencies 
throughout  the  Country  and  California  are  experimenting  with  these 
services  and  are  finding  them  extremely  useful.  Old  Age  Assistance 
grants  today  are  capable  of  covering  a  minimum  of  the  cost  of  house- 
keeping services. 

The  new  medical  care  provisions  of  the  Social  Security  Act  permit 
vendor  payments  to  visiting  nurse  associations.  The  Los  Angeles  Visit- 
ing Nurse  Association  reports  that  roughly  20  percent  of  their  cases 
concern  aged  persons  who  are  receiving  visiting  nurse  services  through 
the  new  medical  provisions.  This  makes  it  possible  for  the  sick  aged 
person  to  maintain  his  own  home  and  saves  the  great  expense  of  long 
hospitalization. 

"Meals  on  wheels"  is  a  fairlj^  new  development  in  the  United  States. 
England  has  accepted  the  program  as  a  beneficial  solution  for  aged 
persons  living  in  their  own  homes.  The  cities  of  Philadelphia,  Colum- 
bus, and  Rochester  are  experimenting  with  the  program  on  a  com- 
paratively small  scale  on  a  voluntary  basis.  Usually  two  meals,  warm 
and  well  cooked,  are  delivered  to  the  aged  person,  daily.  The  cost  seems 
to  vary  from  40  cents  to  $1.25  per  day  and  usually  the  fee  is  scaled  to 
the  client's  financial  resources,  the  deficit  being  made  up  by  public 
contributions.  Clients  are  referred  by  doctors,  agencies,  and  institutions. 
It  might  be  worthwhile  to  study  the  merits  of  such  a  program  and  con- 
sider its  possibilities  on  a  larger  scale  basis. 

Friendly  help  in  aiding  aged  persons  in  shopping  is  another  area 
of  benefit.  The  Los  Angeles  Citizens'  Advisory  Committee  on  the  Prob- 
lems of  Aging  has  gathered  some  information  in  this  field. 

The  Third  Phase:  Hotel  Living 

Sheltered  environment  is  offered  in  some  communities  which  includes 
some  help  in  housekeeping.  Approximately  6  percent  of  the  aged  live  in 
hotels,  light  housekeeping  rooms  and  roominghouses.  Many  of  the  down- 
town hotels  in  Los  Angeles,  Hollywood,  Santa  Monica,  Long  Beach, 
San  Francisco.  Santa  Cruz,  Sacramento,  and  Oakland,  have,  for  all 
practical  purposes,  developed  into  "old  age  homes."  It  has  been  men- 
tioned that  some  homes  for  the  aged  avoid  the  difficulties  of  licensing 
by  establishing  a  hotel-type  of  care.  For  many  older  persons,  living  in 
hotels  is  the  next  step  not  far  removed  from  complete  independent 
living.  It  usually  offers  some  housekeeping  facilities,  cleaning  or  maid 
service,  and  invites  the  possibility  of  light  housekeeping  and  of  securing 
meals  in  their  rooms. 

]\Iore  and  more  hotels  are  adjusting  to  the  needs  and  demands  of  aged 
persons  by  adapting  rooms  with  baths,  corridors,  and  elevators,  and  are 
hiring  personnel  to  serve  their  aged  clientele.  Such  conveniences  offer  a 
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very  desirable  solution  to  aged  persons  for  a  period  of  time.  The  advan- 
tages of  hotels  include  ready  assistance  and  companionship.  Addition- 
ally, hotels  usually  are  located  in  the  center  of  town  and  there  is  always 
"something  going  on."  Disadvantages  include  the  lack  of  permanency, 
changes  in  ownersliip,  noisy  guests  and  the  generally  high  cost  of 
satisfactory  accommodations. 

There  has  been  some  discussion  as  to  what  extent  hotels,  catering 
mainly  to  the  aged,  are,  in  fact,  old  age  homes;  and,  therefore,  should 
be  subject  to  the  standard  licensing  and  inspection  provided  for  board- 
ing homes  for  the  aging.  Another  question  is  to  what  extent  such 
accommodations  should  be  treated  as  institutions,  especially  when  their 
capacity  includes  more  than  15  persons. 

The  difference  between  hotel  living  and  institutional  living  seems  to 
be  in  the  interpretation  of  "care."  A  home  for  the  aged  takes  some 
responsibility  in  "providing  for  proper  care  and  protecting  the  general 
well-being  of  the  aged." 

The  fact  remains  that  in  many  instances,  hotel  living  is  satisfactory 
and  hotel  operators  are  interested  in  the  well-being  of  their  guests.  In 
case  of  illness,  hotels  may  provide  for  meal  service  within  the  hotel 
room  and  doctors  are  accessible  for  treatment.  Here,  elderly  can  also  get 
in  touch  with  relatives,  can  arrange  for  additional  services  by  maids, 
assistance  is  available  for  shopping,  and  in  taking  telephone  messages, 
etc. 

Usually  a  hotel  does  not  cater  exclusively  to  aged  persons,  but  older 
persons  form  a  year-round  financial  backbone  for  a  profitable  operation. 
As  in  the  case  of  living-  arrangements,  when  aged  persons  leave  a  home 
of  their  own,  the  transition  period  to  more  "care"  is  a  difficult  one. 
There  is  no  accurate  waj^  to  determine  the  time  when  an  aged  person 
can  no  longer  live  satisfactorily  in  a  hotel. 

Some  cities  have  experimented  with  small  efficiency  apartments  in  a 
somewhat  sheltered  environment  in  a  sponsored  community.  Retirement 
towns  such  as  were  discussed  earlier  partly  belong  to  this  third  stage. 

Churches  in  Southern  California  have  been  experimenting  with  a 
new  type  of  home  similar  to  hotel  living.  The  "Fifield  Manors,"  spon- 
sored by  First  Congregational  Church,  and  ' '  White  Sands, ' '  sponsored 
by  the  Southern  California  Presbyterian  Homes  Corporation,  use  hotel 
buildings.  They  have  been  granted  licenses  under  the  provisions  of  the 
State  Department  of  Social  Welfare,  because  of  their  life-care  contracts. 
The  amount  payable  under  the  provisions  of  life-care  contracts  vary 
considerably  from  $7,000  to  $25,000.  Nearly  all  these  newer  institutions 
have  long  waiting  lists.  One  attractive  aspect  for  elderly  persons  in- 
cluded in  such  contracts  is  that  the  residents  are  not  required  to  turn 
over  their  total  assets  to  the  home  corporation.  Furthermore,  both  the 
resident  and  management  can  cancel  the  contract  on  a  few  montlis 
notice.  The  life-care  contract  entitles  an  aged  person  to  a  room  and  the 
conveniences  and  services  of  a  "home"  and  frequently  includes  hos- 
pitalization. But,  the  contract  does  not  cover  the  total  expense.  All  these 
homes  have  additional  fees,  sometimes  called  the  "pay-as-you-go  fee" 
which  varies,  starting  from  $150  and  up  for  each  resident.  Calculating 
the  expenses  of  an  aged  couple  in  such  an  institution,  it  can  be  seen 
that  a  minimum  income  of  approximately  $500  is  required  per  month  to 
cover  personal  needs,  medical  expenses,  clothing,  and  other  costs. 

2— L-3361 
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These  homes,  from  the  standpoint  of  administration  and  management, 
offer  various  problems  of  health  care.  Some  of  the  institutions  have 
small  infirmaries  which  have  been  licensed  by  the  State  Department  of 
Public  Health.  AVhen  such  infirmaries  are  in  a  separate  building  or  wing 
they  are  required  to  meet  licensing  standards  under  the  State  Depart- 
ment of  Social  Welfare  provisions  with  inspections  and  consultation 
services  given  by  the  State  Department  of  Public  Health.  Long-term 
illnesses  are  not  always  covered  by  the  life-care  arrangement.  In  such 
instances,  usually  some  arrangements  are  made  by  the  home  with  neigh- 
boring hospitals. 

Most  of  the  homes  offer,  in  addition  to  room  and  board,  elaborate 
services  of  recreation  and  personal  attention.  Usually  hobby  workshops 
and  recreation  and  lecture  rooms  are  provided. 

Various  new  developments  are  taking  place  in  providing  sheltered 
environment  to  aging  persons  such  as  day  care  centers.  A  few  cities 
like  Oakland  and  San  Francisco  are  experimenting  with  such  centers. 
These  efforts  are  different  from  Golden  Age  Groups  and  other  settle- 
ments insofar  as  they  provide  an  eight-hour  or  more  care  for  aged 
persons.  This  makes  it  possible  for  the  aged  to  maintain  his  own  home 
or  stay  in  the  home  of  relatives  and  still  receive  some  additional 
services,  such  as  warm  meals,  recreation  and  supervision. 

The  Fourth  Phase:  Old  Age  Inst'ifufions,  Boarding  Homes, 
Living  With  Relatives 

Most  boarding  homes  for  ambulatory  or  well-aged  persons  also  pro- 
vide additional  services  like  assistance  with  baths,  personal  care,  nurs- 
ing care  for  temporary  indispositions  and  overall  attention.  On  the 
whole,  the  aged  person  in  a  boarding  home  is  ideally  treated  like  an 
aging  parent.  He  has  complete  freedom  to  follow  his  own  pursuits,  but 
his  whereabouts  are  known  when  he  goes  out  and  his  expected  hour 
of  return  is  noted.  Such  institutions  usually  give  more  personal  atten- 
tion than  does  the  famih^  boarding  home.  Sometimes,  some  counseling 
is  provided. 

Small  boarding  homes  for  well-aged  (sometimes  called  family  board- 
ing homes)  are  geared  toward  the  normally  healthy  aged  person.  Any 
home  caring  for  one  or  more  persons  65  years  and  older  (not  related 
to  the  owner)  is  required  to  have  a  license  by  the  State  Department 
of  Social  Welfare.  The  department  has  delegated  the  responsibility 
for  licensing  these  family  boarding  homes  to  local  accredited  agencies, 
usually  county  welfare  departments.  Some  types  of  borderline  homes 
offer  board  and  care  on  a  "family  basis"  to  elderly  persons  who  have 
lived  there  before  they  reached  the  age  of  65. 

The  cost  to  the  aged  recipient  of  utilizing  the  services  of  boarding 
homes  varies.  Many  such  homes  are  geared  to  the  Old  Age  Assistance 
recipients  and  prices  range  from  $75  per  month  upward.  The  State 
Department  of  Social  Welfare  has  conducted  many  studies  on  board- 
ing home  care.  There  are  problems  in  maintaining  high  standards  in 
such  institutions,  in  making  the  homes  homelike,  and  in  the  problem 
of  admitting  these  boarding  homes  into  the  more  desirable  sections  of 
our  cities.  A  few  cities  have  changed  their  zoning  ordinances  and  per- 
mit households  in  R-1  zones  to  have  up  to  six  guests.  Other  cities  do 
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not  allow  such  provisions  and  in  still  others,  neighbors  have  to  grant 
their  permission  before  these  boarding  homes  can  begin  to  operate. 

The  old  t.ype  of  old  age  institntion  is  found  in  California  in  many 
communities.  Frequently,  they  are  sponsored  by  religious  groups  and 
by  other  nonprofit  organizations.  Some  of  them  offer  the  type  of  serv- 
ice generally  thought  of  as  an  institution.  Others  are  set  up  on  a 
''cottage  plan"  Avith  central  service  facilities.  These  older  type  institu- 
tions vary  in  cost  to  the  recipient.  Some,  like  the  Jewish  Home  for  the 
Aged,  give  free  care.  Others  charge  below  cost  prices  owing  to  con- 
tributions or  endowments.  Some  are  quite  progressive  in  offering  a 
program  of  personal  counseling,  housing  clinic  programs  to  bring  con- 
genial people  together,  and  recreational  plans.  Others  offer  very  little 
except  food,  care  and  lodging.  The  State  Department  of  Public  Wel- 
fare, which  licenses  these  facilities,  is  in  communication  with  owners 
and  managers,  and  carries  on  a  progressive  program  of  making  these 
institutions  as  homelike  as  possible. 

In  former  years,  aged  gave  up  their  independence  and  entered  an 
institution  at  a  comparatively  young  age.  The  old-fashioned  "poor 
house"  was  one  of  the  solutions  for  the  aged  who  had  stopped  work- 
ing. With  the  advent  of  Old  Age  Assistance  and  Old  Age  Insurance 
programs  and  with  the  continuing  improvements  in  the  level  of  the 
general  population,  few  persons  enter  an  old  age  home  before  age  70 
or  75.  Men  evidently  are  less  inclined  to  give  up  their  independence. 
Today,  rooms  for  couples  are  usually  provided,  /w  California,  over 
30,000  aged  lived  in  some  200  institutions  and  2,600  hoarding  homes. 

The  Fifth  Phase:  Nursing  Home  Care 

Usually  at  age  75  or  80,  aged  persons  need  more  health  supervision. 
Statistics  taken  from  the  California  Health  Survey  tell  us  that  at  this 
age,  77  percent  of  the  persons  have  some  kind  of  chronic  illness.  A 
study  by  the  State  Department  of  Social  Welfare  of  its  recipients 
indicated  that  3  percent  were  in  nursing  homes  and  required  care 
because  of  their  physical  condition,  and  1  percent  needed  such  care 
because  of  mental  condition. 

Services  of  this  nature  require  that  a  system  of  medical  and  health 
supervision  be  given  to  the  patients.  Nursing  care  is  also  necessary. 
Such  normal  activities  as  dressing,  bathing  and  eating  may  need  special 
attention. 

Some  560  nursing  homes  provide  such  services  in  California  to  some 
10,000  aged  patients. ^^  Those  institutions  not  limited  to  aged  are  under 
the  supervision  of  the  State  Department  of  Public  Health.  Licenses, 
inspection  and  supervision  are  given  by  this  agency.  In  Los  Angeles 
County  it  is  delegated  to  the  city  and  county  health  departments. 

The  degree  of  supervision  received  by  these  aged  persons,  in  these 
homes,  is  somewhat  different  and  here  aged  are  usually  called  "pa- 
tients." Two-thirds  are  private  patients;  the  rest  are  welfare  clients. 
Requirements  for  these  nursing,  convalescent  and  resthomes  are  much 
more  stringent  with  regard  to  physical  facilities,  nursing  care,  equip- 
ment and  personal  records.  Operator  qualifications  require  the  employ- 
ment of  graduate  nurses  on  its  personnel. 

i^  Homes  For   the  Aged,   Senate   Interim   Committee   on   Public   Health   Report,    1957, 
page  31. 
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Cost  to  occupants  in  these  types  of  homes  vary  from  $100  per  month 
up  with  a  median  of  around  $210  for  private  patients  and  $118  for 
welfare  cases.  There  are  long  waiting  lists  in  some  of  the  less  expensive 
homes  and  also  in  those  which  offer  especially  good  care.  Studies  also 
indicate  that  nursing  homes  for  bedridden  patients  are  especially  in 
short  supply  and  that  those  serving  ambulatory  patients  frequently 
are  not  fully  occupied. ^^ 

Zoning  ordinances  in  many  cities  restrict  nursing  and  convalescent 
homes  to  commercial  zones.  There  are  even  a  number  of  cities  that  do 
not  permit  any  nursing  homes  within  their  city  limits  and  who  rely 
on  neighboring  cities  or  on  unincorporated  territories  for  the  location 
of  nursing  homes  to  care  for  their  aging  and  sick  citizens.  Very  little 
progress  has  been  made  in  making  cities  and  counties  aware  of  their 
obligation  to  supervise  properly  resthomes  for  senior  citizens.  Kecently, 
there  has  been  some  publicity  on  the  mistreatment  of  patients  in  rest- 
homes. This  publicity  has  aroused  public  interest  and  eventually  may 
be  helpful  in  improving  conditions  in  their  operation  and  management. 
A  detailed  discussion  of  licensing  problems  can  be  found  in  Chapter  III 
of  this  report. 

The  Sixth  Phase:  Hospital  Care 

Studies  in  California  and  in  other  parts  of  the  country  indicate  that 
more  than  20  percent  of  the  hospital  population  is  made  up  of  aged 
persons.  This  is  more  than  twice  the  percentage  of  the  aged  to  the  total 
population.  Aged  occupy  many  hospital  beds  and  stay  in  a  hospital 
nearly  twice  as  long  as  younger  persons.  Some  of  the  problems  pre- 
sented in  providing  more  hospital  space  for  the  general  population  is 
aggravated  by  the  presence  of  the  aged.  New  drugs  and  medical  tech- 
niques have  shortened  the  hospital  stay  of  the  general  population.  There 
are  many  aged  persons  in  hospitals  who  could  be  taken  care  of  in  nurs- 
ing homes  (if  more  were  available)  or  in  their  own  homes  if  more  vis- 
iting nurse  services  and  housekeeping  services  would  be  organized  in 
the  communities.  Hospital  care  is  expensive.  A  single  illness  of  an  aged 
person,  an  operation,  or  a  broken  arm  or  leg  (so  frequent  with  an  aged 
person  after  a  fall)  often  results  in  a  doctor  and  hospital  bill  of  several 
thousand  dollars.  The  cost  may  easily  exhaust  the  resources  of  an  aged 
person.  Most  people  are  covered  to  a  great  extent  (between  50  and  60 
percent)  by  some  form  of  hospital  insurance,  but  comparatively  few  of 
the  aged  are  insured  (20  to  25  percent ).^-^  Most  California  public  and 
private  hospitals  have  a  very  high  percentage  of  aged  persons  who 
spend  the  terminal  period  of  their  lives  there.  Committees  on  chronic 
illness  have  been  concerned  with  this  problem  for  some  time. 

The  Seventh  Phase:  Sanitariums,  Institutions  for  Mentally  III 

Not  all  aged  stay  fully  competent  throughout  their  lives.  Normally, 
most  people,  after  the  age  of  80,  develop  slight  degrees  of  senility,  for- 
getfulness.  repetition,  inability  to  handle  their  financial  and  household 
affairs,  and  are  careless  in  their  toilet  habits.  The  condition  of  senility 

**  Nursing    Survey    in    California,    1957,    reported    In    Hearin,s:s    on    the    United    States 

Housing^  Act  of  1958. 
*^  California   Health  Survey,  State  of  California,   Department  of  Public  Health,   1957, 

pages  30-35. 
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may  or  may  not  be  coupled  with  physical  infirmity.  In  most  instances, 
the  senile  aged  person  needs  the  additional  supervision  of  a  nursing 
home  and  not  much  more  than  common  understanding  and  friendliness. 

The  definition  of  the  terms  "senile,"  "neurotic,"  and  "psychotic" 
are  difficult  to  determine  in  aged  persons.  There  seems  to  be  expert 
agreement  that  special  care  is  needed  for  those  who  are  psychotic  or 
whose  behavior  is  dangerous  to  themselves  or  to  others.  Persons  with 
problems  of  this  kind  are  cared  for  in  sanitariums  and  homes  for  the 
mentally  ill  which  are  licensed,  inspected  and  supervised  by  the  State 
Department  of  Mental  Hygiene.  Patients  in  these  facilities  are  not  all 
in  the  aged  group,  but  many  facilities  cater  especially  to  aged  persons. 

Recent  California  estimates  point  out  that  160  private  institutions 
serve  some  2,000  aged  and  that  there  are  some  10,000  aged  persons  in 
public  asylums  and  mental  institutions  (in  1950,  18  percent  of  the  ad- 
missions to  California  state  and  county  mental  hospitals  consisted  of 
aged  persons). 

As  has  been  pointed  out  frequently  by  authorities,  the  senile  person 
does  not  need  mental  hospital  facilities,  but  the  borderline  case  is  diffi- 
cult to  ascertain.  It  has  also  been  pointed  out  that,  in  all  probability, 
new  types  of  facilities  should  be  recognized,  w^hich  are  geared  toward 
the  terminal  time  of  the  aged  and  severely  senile  person  or  which  could 
serve  as  a  medium  or  "halfway  house"  after  an  aged  person  is  no 
longer  in  need  of  the  services  of  a  mental  hospital. 


CHAPTER  III 

GENERAL  OBSERVATIONS 

In  reviewing  Chapters  I  and  II,  certain  facts  stand  out  significantly. 
There  are  now  approximately  1,200,000  aged  persons  living  in  the 
State.  This  number  will  continue  to  increase  in  the  future.  In  popula- 
tion, California  is  now  the  second  largest  state  in  the  Union  and  before 
long  will  be  the  largest.  This  increase  in  population  not  only  increases 
the  number  of  state  problems  but  more  clearly  defines  existing  ones. 
The  housing  problems  of  the  elderly  have  existed  for  several  decades 
but  has  only  recently  received  specific  state  attention. 

The  State  took  its  first  step  in  recognition  of  the  problem  when,  in 
1951,  the  Governor  called  the  Conference  on  Aging.  Many  excellent 
recommendations  were  made  at  that  time.  However  many  of  those 
recommendations  were  put  on  the  shelf  and  have  not  been  looked 
at  since.  The  Governor's  Citizens'  Committee  for  the  Aged,  which  was 
established  subsequent  to  said  conference,  has  been  very  active,  and 
has  functioned  well  in  spite  of  its  limited  staff  and  budget.  Its  work, 
however,  has  involved  all  the  problems  of  the  aged  and  the  problem 
of  housing  has,  of  necessity,  not  received  detailed  attention.  While  all 
the  problems  of  the  aged  are  important  the  most  basic  is  that  of 
shelter  and  in  many  instances  is  directly  related  to  the  other  problems. 

Not  all  the  aged  in  California  are  ill-housed  or  living  under  unsatis- 
factory circumstances.  However,  if  only  5  percent  of  the  aged  in  Cali- 
fornia are  in  acute  need  of  safe  and  sanitary  housing,  it  would  total 
60,000  people.  Not  all  the  programs  for  assisting  the  aging  toward 
better  housing  are  costly.  While  some  aged  will  need  financial  assist- 
ance, others  may  only  need  a  recognition  and  understanding  of  their 
special  housing  problem,  on  the  part  of  local  communities,  so  that  they 
can  build  or  occupy  shelter  facilities  that  meet  their  needs. 

In  reviewing  the  difficult  housing  problems  of  the  aged,  it  must  be 
taken  into  consideration  that  aged  persons  are  individuals  with  cor- 
responding dissimilarities.  The  aged  are  diverse  in  their  aims,  desires, 
hopes,  likes  and  dislikes  and  this  must  be  taken  into  consideration. 

There  has  been  no  consideration  given  to  the  special  housing  require- 
ments of  our  aging  population  in  developing  the  master  plans  for 
our  cities  and  counties.  We  know  we  will  all  be  old  some  day  and 
most  of  us  want  to  remain  close  to  familiar  surroundings  and  close 
to  friends  and  relatives  so  that  they  will  find  it  easy  to  visit  us.  One 
of  the  most  terrifying  fears  which  grip  the  elderly  is  that  of  being- 
left  alone  and  forgotten.  What  is  needed  is  some  serious  thinking 
and  some  foresight  in  the  physical  planning  of  our  local  communities 
so  that  these  desires  are  achieved  and  that  old  age  does  not  become 
something  to  be  dreaded  but  something  to  look  forward  to  with 
security  and  pleasure. 
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The  principal  problem  areas  where  most  can  be  done  to  assist  in 
solving  the  housing  problems  of  our  aged  appear  to  be : 

(1)  The  examination  and  correction  of  local  ordhiances  especially 
in  the  field  of  zoning  and  huilding  code  requirements  which  are  now 
prohibiting  the  construction  of  housiiig  facilities  for  the  aged. 

(2)  The  licensing  of  institutions,  boarding  and  nursing  homes,  hotels 
and  the  like  which  are  planned  to  benefit  the  aged. 

(3)  Financing  new  housing  (sales  or  rental)  for  the  aged  or  financ- 
ing of  home  repairs  and  improvements. 

The  difficulties  of  financing  affect  the  aged  person  who  owns  a  home 
or  who  wants  to  build  or  acquire  one  as  well  as  they  do  the  renter. 
It  also  affects  those  who  provide  housing  for  the  aged  on  a  profit  or 
limited  profit  basis. 

(4)  Government  responsibility  to  satisfactorily  relocate  the  aged 
displaced  from  the  areas  of  urban  renewal  and  redevelopment  projects, 
as  well  as  from  all  other  public  improvements  such  as  the  state  freeway 
construction  program. 

(5)  Stimulating  jjuhlic  interest  in  the  housing  problems  of  the  aged 
and  dissemination  of  accurate  information  concerning  the  complex 
laws  and  ordinances  governing  this  subject.  This  also  includes  experi- 
mentation with  and  promotion  of  auxiliary  services  in  the  aged  per- 
son's own  home  and  counseling  aged  about  their  housing  needs  which 
might  include  more  service  by  county  social  welfare  departments,  thus 
implementing  the  revised  1957  concept  of  the  social  security  law  and 
public  guardian  function. 

ZONING  AND  BUILDING  CODE  RESTRICTIONS 

In  the  chapter  on  living  conditions  for  the  aged,  we  found  that 
aged  persons  on  the  whole  want  independent  living  in  a  suitable  home 
of  their  own.  It  was  also  stated  that  due  to  increasing  infirmity  aged 
persons  on  the  whole,  want  a  small,  compact  home  with  some  con- 
veniences, located  if  possible,  in  a  city  or  close  to  conveniences.  We 
also  found  that  older  houses  very  seldom  offer  the  desired  conveniences. 

A  retirement  home  which  is  small  and  compact  on  a  small  lot  within 
reach  of  40-50  percent  of  the  aged  in  the  moderate  income  group  does 
not  fit  into  most  of  our  existing  zoning  ordinances. 

A  cursory  investigation  of  zoning  and  building  code  requirements  in 
Southern  California  cities  reveals  that  there  are  few  cities  which  permit 
the  construction  of  small  houses  on  small  lots.  For  instance,  South  Pasa- 
dena, an  ideal  city  for  middle-class  aged,  does  not  permit  any  home 
comprising  less  than  1,200  square  feet.  Most  R-1  and  R-2  zones  prescribe 
a  minimum  lot  of  8,000  feet.  Several  reasons  have  been  advanced  for 
cities  to  adopt  zoning  and  building  ordinances  which  reject  a  small 
house  and  lot.  Some  city  fathers  are  concerned  with  the  slums  of  to- 
morroAv  and  they're  convinced  that  the  small  home  and  the  small  lot 
Avill  result  in  slums,  but  this  is  not  true  if  they  are  properly  planned 
and  maintained.  Florida  and  Arizona  have  experimented  with  small 
homes  for  aged  in  a  planned  connnunity.  There  are  many  aged  in  Cali- 
fornia who  would  undoubtedly  like  to  live  in  a  community  of  small 
homes.  The  "Youngtown"  community  in  Arizona  has  many  former 
California  inhabitants.  According  to  most  existing  city  ordinances,  such 
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developments  could  only  be  constrneted  outside  city  limits  and  in  some 
areas  even  tliis  could  not  be  done  because  of  county  zoning  or  building 
code  rec)uirements. 

Exploration  and  experimentation  Avith  the  development  of  larger- 
scale  retirement  towns  is  needed.  These  retirement  towns  are  completely 
excluded  from  cities  or  close-in  neighborhoods  of  cities.  In  California 
only  land  zoned  for  agriculture  seems  to  be  available  for  this  purpose 
at  the  present  time. 

Some  city  planners  have  thought  about  developing  court-like  rental 
homes  for  the  aged  in  R-3  or  C  zones.  At  the  present  time,  land  is  too 
expensive  for  such  developments  and  would  bring  them  out  of  the  reach 
of  the  vital  40-50  percent  which  we  are  concerned  about.  Trailer  parks 
are  evidently  liked  by  many  aged  owing  to  the  compactness  of  the 
home  and  the  accompanying  sense  of  freedom. 

Experimentation  with  small  clusters  of  these  small  homes  on  larger 
lots  should  be  undertaken.  The  tendency  toward  the  wider  but  shallower 
city  lot  would  lend  itself  to  the  buikling  of  four  small  homes  on  an 
8,d00-square-foot  lot.  Zoning  ordinances  might  be  designed  in  such  a 
way  that  the  restrictions  are  based  not  on  the  number  of  homes  but  on 
the  number  of  rooms  in  the  sum  total  of  the  homes  on  the  lot.  Such 
ordinances  could  still  maintain  protective  standards  to  prevent  over- 
crowding the  land  by  prescribing  distances  from  property  lines,  set- 
backs, and  space  requirements  betv/een  houses  as  well  as  minimum 
standards  of  construction. 

Zoning  ordinances  might  also  be  adopted  to  provide  for  the  use  of  a 
number  of  lots,  running  side  by  side,  and  for  a  group  of  such  homes, 
including  areas  for  community  recreational  buildings  and  related  facili- 
ties. In  this  way,  10  or  as  many  as  20  of  these  retirement  homes  could 
be  grouped  together.  This  would  tend  to  keep  the  groups  small  and  get 
away  from  the  institutional  feeling  of  segregation.  It  would  also  serve 
to  blend  into  neighborhood  areas. 

Another  approach  that  should  be  considered  is  the  small  apartment. 
Most  building  codes  prohibit  the  construction  of  small  rental  units  less 
than  1,000  scpiare  feet.  Excellent  dwelling  facility  plans  have  been  de- 
veloped by  renowned  architects  requiring  only  400  to  600  square  feet 
of  floor  space.  These  contain  special  facilities  and  amenities  needed  for 
the  aged  and  infirm,  and  would  be  well  within  the  financial  reach  of  the 
moderate  aged  income  group. 

A  study  by  the  AVelfare  Planning  Council  of  Los  Angeles  in  1956, 
pointed  out  the  effect  of  city  zoning  ordinances  on  the  development  of 
sheltered  care  boarding  homes,  institutions,  nursing  and  convalescent 
homes,  rest  homes,  and  sanitariums  for  severely  senile  patients.^*^  There 
are  many  cities  in  Los  Angeles  County  and  throughout  California 
which  have  no  zoning  provisions  of  any  kind  for  sanitariums  and  nurs- 
ing homes.  To  build  homes  for  the  aged  who  are  physically  and  mentally 
ill  and  who  want  to  locate  in  a  satisfactory  neighborhood  close  to  their 
relatives  is  practically  impossible.  Presently,  there  is  a  scarcity  in  most 
cities  of  good  and  well-equipped  homes  of  this  type  in  any  location. 

A  few  cities  in  Los  Angeles  County  permit  small  family  boarding 
homes  for  aged  within  the  more  desirable  R-1  zone.  But  boarding  homes 


"Welfare  Planning-  Council,   Los  Angeles  Region,  Zoning  for  Shelter  Care  Facilities 
Serving  the  Aging,  January  5,  1956.  (See  Appendix  IV) 
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usually  are  confined  to  the  less  desirable  areas  of  the  city  and  allowed 
only  in  commercial  areas  which  are  noisy  and  congested  and  where  land 
costs  are  prohibitive.  When  boarding  homes  are  permitted  in  R-1  zones, 
neighborhood  consent  is  required  which  is  frequently  denied  in  order  to 
' '  maintain  the  residential ' '  character  of  the  neighborhood. 

Zoning,  in  many  instances,  has  not  had  the  beneficial  and  protective 
effect  which  its  creators  intended.  Regrettably,  most  of  these  laws, 
which  were  beneficially  intended,  ironically  have  prevented  the  aged 
from  having  a  decent  place  to  live. 

The  creation  and  administration  of  zoning  ordinances  are  primarily 
the  legal  responsibility  of  the  cities  and  counties.  Those  responsible 
for  drafting  these  laws  have  not,  in  the  past,  taken  the  sheltered  hous- 
ing needs  of  the  aged  into  consideration.  They  should  do  so  in  the 
future.  With  the  continuing  creation  of  new  cities  in  California,  it  is 
imperative  that  this  mistake  be  recognized  at  once  and  rectified  at  the 
earliest  possible  time.  Each  new  city  in  its  land-use  planning  should 
provide  a  reasonable  amount  of  space,  properly  located,  to  care  for  its 
own  elderly  citizens  needing  shelter  care.  Every  existing  city  should 
have  zoning  provisions  enabling  the  establishment  of  board  and  care 
homes  for  its  elderly,  properly  located  in  decent  neighborhoods. 

Every  municipality  which  has  750  or  more  persons  65  years  of  age 
or  over  should  have  zoning  provisions  which  provide  for  the  location 
of  institutions  for  the  well-aged  and  for  nursing  facilities  providing 
care  for  senile  aged.  Cities  with  less  than  750  elderly  citizens  should 
plan  ahead  and  make  provisions  for  the  care  of  such  people  in  ad- 
vance of  such  forthcoming  initial  periods  in  which  those  aged  become 
sufficiently  numerous  to  require  such  type  of  service."*" 

LICENSING  AND  STANDARDS 

California  has  a  complicated  licensing  and  insj)ection  S3^stem  of  in- 
stitutions and  homes  serving  aged  persons.'*^  The  State  Department  of 
Social  Welfare  will  issue  a  license  to  nonprofit  or  commercial  insti- 
tutions or  boarding  homes  for  one  or  more  persons  65  or  over  who  are 
not  in  need  of  nursing  care  and  who  are  not  related  to  the  operator. 
Institutions,  generally  defined  as  places  with  16  or  more  guests,  are 
under  the  direct  jurisdiction  of  the  department.  In  the  larger  counties, 
the  Public  Welfare  Commission  or  another  agency  acts  in  an  agent 
capacity  for  the  State  Department  of  Social  Welfare  in  licensing 
homes  caring  for  1  to  15  aged  persons.  A  certificate  of  authority  from 
the  State  Social  Welfare  Department  is  required  for  a  home  or  insti- 
tution to  enter  into  life  care  contracts. 

Private  hospitals,  sanitariums,  nursing  homes,  rest  homes  and  con- 
valescent homes  are  required  to  secure  a  license  from  the  State  De- 
partment of  Public  Health.  However,  every  private  establishment  or 
institution  caring  for  any  insane,  allegedly  insane,  mentally  ill  or 
other  incompetent  person  (as  referred  to  in  the  Welfare  and  Institu- 
tions  Code)    must   obtain   a   license   from   the   State   Department   of 

^7  Report   of  the   Board   of   Directors   of   the   V^elfare   Planning   Council,    Los  Angeles 

Region,  January  5,  1956. 
*8  See  Appendix  V,  page  183,  for  chart  showing  public  departments  licensing  facilities 

serving   older   people   in   Los   Angeles    County.    This   chart    is   part   of   the   report 

referred  to  in  footnote  47. 
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Mental  Hygiene.  The  Los  Augeles  City  and  County  Health  Depart- 
ments license  for  the  State  Public  Health  Department.  County  health 
departments  and  local  building  and  safety  and  fire  departments  also 
enforce  county  and  municipal  health,  safety,  hygiene  and  sanitation 
requirements. 

The  fact  that  there  are  three  major  licensing  agencies  in  the  State 
of  California  obviously  presents  a  number  of  problems.  Only  one  of  the 
agencies  (the  State  Department  of  Social  Welfare)  licenses  for  an  aged 
clientele  only.  The  other  two  state  agencies  license  for  shelter  care  of 
any  kind  of  physically  or  mentally  ill  person. 

As  was  previously  discussed,  aging  is  a  gradual  process  and  theo- 
retically it  is  difficult  to  separate  the  well  and  ambulant  aged  from 
those  in  need  of  nursing  care,  or  separate  the  mildly  senile  person 
from  those  having  good  mental  capacities  or  from  those  who  are  a 
threat  to  themselves  and  others.  The  definitions  are  difficult  for  the 
geriatric  expert  or  doctor,  let  alone  a  family  or  person  in  charge  of  a 
boarding  or  nursing  home  or  a  representative  of  one  of  the  licensing 
agencies  whose  inspection  of  homes  takes  place  only  once,  or  at  the  most 
three  times  a  year.  Borderline  cases  are  a  major  problem.  The  aged 
person  and  his  family  frequently  resist  his  removal  from  one  type  of 
institution  to  another. 

Institutions  and  homes  licensed  by  public  health  and  mental  hygiene 
agencies  are  not  always  occupied  by  aged  only.  There  is  a  resentment 
by  aged  persons  and  their  families  toward  sharing  facilities  with  alco- 
holics and  serious  mental  cases  and  with  persons  in  last  stages  of 
chronic  illness. 

A  few  institutions  have  acquired  dual  licenses  and  in  this  way  are 
able  to  maintain  their  aged  population  in  the  same  surroundings.  Only 
16  homes  for  aged  persons  have  these  dual  licenses.  It  is  difficult  and 
costly  to  meet  the  requirements  of  two  licensing  agencies  on  manj^ 
different  problems  such  as  personnel  standards,  widths  of  doors  and 
corridors,  etc.  Zoning  laws  which  allow  for  one  type  of  home  or  insti- 
tution may  not  permit  another  type. 

There  are  three  possible  ways  of  improving  the  situation.  One  would 
be  the  creation  of  a  new  licensing  agencj-  geared  toward  the  jurisdic- 
tion of  all  shelter  care  homes.  Another  is  to  place  the  responsibility 
under  one  of  the  present  licensing  agencies.  A  third  possibility  is  to 
improve  the  situation  under  present  conditions.  Interdepartmental  com- 
mittees have  worked  on  the  problem  and  some  progress  has  been  made. 

Training  of  licensing  personnel  is  another  problem.  So  far  the  job 
of  inspection  and  supervision  of  the  different  types  of  homes  has  not 
alwaj-s  attracted  a  high  grade  of  personnel  due  to  extremely  exacting 
work  and  great  amount  of  travel  with  comparatively  low  pay  and  little 
public  recognition  of  the  work. 

From  time  to  time  newspapers,  in  the  larger  and  smaller  cities,  point 
a  finger  at  the  problems  of  those  aged  persons  who  are  inmates  of  one 
or  the  other  type  of  home.  The  public,  on  these  occasions,  becomes 
aroused  by  tales  of  neglect,  mistreatment  and  other  conditions  in  the 
home.  Unfortunately,  very  few  positive  results  have  been  obtained 
by  these  exposures.  A  few  homes  may  be  closed  but  instead  of  resulting 
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in  improved  conditions,  the  effect  is  usually  that  persons  of  high  in- 
tofirity  who  mio-ht  be  willing  to  open  boarding,  nursing  or  other  type 
of  home  are  discouraged.  At  the  present  time  there  is  an  acute  shortage 
of  nursing  home  facilities. 

Closely  related  to  licensing  aspects  of  the  problem  is  the  amount  of 
fees  paid  from  county  welfare  departments  to  the  different  types  of 
institutions  and  homes.  The  money  allowed  to  the  different  homes,  pro- 
prietary and  nonprofit  alike,  is,  according  to  experts,  not  sufficient  to 
provide  for  good  care,  good  food,  good  housing,  and  good  supervision. 

Ordinances  to  prohibit  the  use  of  light  housekeeping  rooms  for  per- 
manent dwelling  unit  purposes  are  now  being  considered  by  some  local 
communities.  This  type  of  living  accommodation  should  only  be  re- 
sorted to  until  such  time  as  adequate  low-rental  housing  is  available. 
The  dangers  inherent  in  this  tj'pe  of  living  obviously  include  the 
hazard  of  fire,  suffocation,  and  unpleasant  and  unsanitary  conditions. 

FINANCING  OF  HOUSING  FOR  THE  AGED 

All  experts  state  that  the  greatest  single  problem  of  providing 
healthy,  sanitary  and  suitable  housing  (sale  or  rental)  for  the  aged 
is  that  of  financing.  As  was  reported  in  other  chapters,  many  elderly 
are  "overhoused"  in  their  old  homes,  but  are  prevented  by  financing 
problems  from  acquiring  smaller  homes.  The  volume  of  new  housing  de- 
veloped specifically  to  meet  the  needs  of  California's  aged  is  negligible. 

We  know  that  there  will  be  a  population  increase  of  50  percent  in 
aged  persons  in  California  in  the  next  10  years.  These  aged  will  have 
more  income  due  to  increasing  Old  Age  and  Survivors'  Insurance  pay- 
ments, more  insurance  and  pension  plans  and  will  probably  be  able  to 
save  more  during  their  working  lives.  The  moderate  income  group  will 
be  larger.  Few  aged  will  have  enough  capital  to  pay  cash  for  their  new 
homes.  The  number  of  aged  in  the  very  lowest  income  group  should  be 
smaller.  Financing  the  development  of  the  retirement  home,  co-operative 
apartments,  the  hotel-type  of  old  age  homes,  dual  license  types  of  old 
age  homes,  day  care  centers,  sheltered  workshops,  clusters  of  boarding- 
homes  around  hospitals  or  institutions,  and  retirement  communities  is 
the  challenge.  California's  existing  housing  supply  will  not  meet  the 
special  needs  of  our  aged  and  new  housing  must  be  added  to  our  exist- 
ing inventory  if  this  need  is  to  be  met. 

THE  LOW  INCOME  GROUP 

As  was  discussed  in  Chapter  I  in  the  section  involving  the  income  of 
aged  persons,  between  30  percent  and  40  percent  of  the  aged  have  very 
low  incomes  and  cannot  afford  rents  above  $30  or  $40  per  couple  or  $20 
for  a  single  person.  Nonprofit  corporations  or  public  low-rent  housing 
provides  the  only  large  scale  solution  for  meeting  the  housing  needs  of 
the  low-income  aged.  So  far,  in  California,  public  low-rent  housing  has 
been  financed  only  by  the  Federal  Government.  While  the  1956  amend- 
ments to  the  National  Housing  Act  make  it  possible  for  a  single  aged 
person  to  live  in  a  public  housing  project,  these  projects  were  not  de- 
signed or  properly  located  to  meet  the  special  needs  of  the  aged.  New 
York  State  requires  that  10  percent  of  all  state-aided  low-rent  public 
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housing  projects  be  designed  and  set  aside  for  aged  persons.  New  York 
and  Massachusetts  have  assumed  considerable  responsibility  to  solve 
the  housing  problem  of  the  needy  aged,  by  earmarking  housing  for  aged 
persons  in  low-rent  public  housing  projects  and  by  financing  privately 
owned  low-rent  housing  projects.  California's  only  contribution  toward 
housing  of  the  aged  at  the  present  time  is  by  cash  payments  to  old  age 
pensioners.  With  rising  rent  prices  these  contributions  have  been  in- 
creasing without  improving  the  quality  or  increasing  the  supply  of 
decent  housing. 

THE  MIDDLE  INCOME  GROUP 

Long-term,  low-interest  rate  financing  appears  to  be  a  practical  way 
of  solving  the  housing  problems  of  middle-income  aged.  As  we  noted  in 
Chapters  I  and  II,  the  middle-income  aged  cannot  afford  rental  housing 
above  $60  to  $75,  or  homes  costing  more  than  $8,000.  With  building 
costs  for  a  rental  unit  around  $8,000  to  $10,000  and  interest  rates  on 
the  free  market  being  at  about  6  percent,  private  enterprise  cannot 
fully  supply  the  aged  with  housing.^^  The  State  of  New  York  has  pro- 
vided low-interest  capital  at  a  rate  of  3  percent  for  terms  of  50  years 
to  finance  limited-profit  homes.  The  State  of  California,  after  World 
War  II,  assumed  the  responsibility  of  providing  financing  at  very  low 
interest  rates  for  housing  for  returning  veterans.  In  1958  this  program 
had  $794,000,000  outstanding  in  self -liquidating  veteran  bonds.  A  sim- 
ilar program  for  financing  housing  for  the  elderly  should  be  considered. 

Co-operative  housing  and  housing  by  nonprofit  organizations  has  been 
hampered  by  financing  problems.  The  Federal  Housing  Act  of  1956 
made  it  possible  to  finance  such  housing  but  tliey  bear  a  4|  percent 
interest  rate  plus  a  one-half  percent  mortgage  insurance  premium.  This 
makes  it  difficult  for  these  organizations  to  build  new  housing.  Thus 
far,  only  four  California  organizations  have  applied  for  assistance 
under  Sections  207  and  213  of  the  Federal  Housing  Act.  It  is  obvious 
that  the  interest  rate  must  be  reduced  and  the  amortization  period 
extended  if  this  program  is  to  work. 

THE  HOMEOWNER  IN  THE  MIDDLE  INCOME  GROUP 

In  1957  the  Federal  Housing  Administration  insured  20  percent  of 
the  total  housing  construction  in  the  United  States  but  very  little  of  this 
housing  was  for  the  aged.  There  are  FHA  provisions  in  existence  which 
make  the  financing  of  single-family  home  purchases  by  aged  easier 
through  third  party  cosigners  of  the  mortgage,  by  means  of  special 
provisions  of  lower  down  payments.  Provisions  enabling  the  application 
of  an  equity  on  an  aged  person 's  old  house  as  a  down  payment  on  a  new 
one  also  exist.  But  builder,  banks,  and  other  financial  institutions  so  far 
have  shoAvn  little  interest  in  aged  clientele  because  their  productive 
years  are  behind  them.  Persons  under  21  and  over  45  are  usually  con- 
sidered ineligible  for  long-term  loans. 

SHELTER  CARE 

Financing  through  FHA,  especially  as  to  the  soundness  of  larger 
developments,  is  subject  to  the  approval  of  welfare  agencies  with  respect 
to  financial  qualifications.   Organizations  like  the  Soroptimists  Inter- 

*^  Fact  Book,  United  States  Savings  and  Loan  League,  1958. 
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national  have  faced  insurmountable  difficulties  in  meeting  some  of  the 
requirements  in  terms  of  perpetuity  or  an  assured  life  exceeding  the 
maximum  mortgage  term.  Present  FHA  financing  of  housing  for 
the  aged  is  a  step  in  the  right  direction  but  has  not,  as  yet,  produced 
any  substantial  supply.  While  financing  of  property  improvements  and 
repairs  is  possible  under  FHA,  this  program  has  not  been  of  much 
assistance  to  date  because  of  high  costs  and  location  problems. 

To  sum  up  the  financing  problem — it  is  unreasonable  to  expect  that 
private  financing  will  assume  the  hazardous  risks  involved  in  providing 
special  housing  for  this  segment  of  our  population  without  profit.  A 
combination  of  long-term,  low-interest-rate  money,  tobether  with  tax 
exemption,  appears  to  afford  the  only  effective  large-scale  answer. 

On  the  subject  of  finance  it  should  be  noted  that  money  derived  from 
the  Hill-Burton  Act  has  been  set  aside  for  the  construction  of  hospitals, 
nursing  homes,  rehabilitation  facilities,  and  chronic  illness  clinics.  The 
State  has  been  doing  an  excellent  job  in  securing  Hill-Burton  funds  and 
is  continuing  to  do  so.  Additionally,  the  Small  Business  Administration 
can  give  loans  and  financial  assistance  to  proprietary  nursing  homes. 

AGED  DISPLACED  BY  EMINENT  DOAAAiN 

There  is  a  governmental  responsibility  for  housing  those  aged  who 
are  being  displaced  by  all  kinds  of  public  improvements  such  as  urban 
renewal  and  community  redevelopment  projects,  freeways  and  highway 
projects  where  the  displacement  is  caused  by  use  of  the  power  of  emi- 
nent domain.  Many  aged,  as  was  pointed  out  in  Chapter  IT,  are  living 
in  the  older  areas  of  our  cities  and  in  areas  which  are  being  reused, 
rearranged  or  otherwise  made  the  subject  of  public  improvement  proj- 
ects. The  general  purpose  of  these  projects  is,  quite  naturally,  to  pro- 
vide better  living  for  all  citizens.  Unfortunately,  the  effect  of  such 
projects  sometimes  is  detrimental  to  a  minority,  such  as  aged  persons 
displaced  thereby.  While  FHA  programs  can  assist  those  aged  and 
other  persons  who  are  the  victims  of  such  projects  (Section  221  of  the 
National  Housing  Act)  the  fact  is  that  such  projects  are  not  being 
undertaken. 

Tn  California  cities,  except  Sacramento,  there  has  been  very  little 
actually  done  in  providing  decent  housing  for  the  displaced  aged  from 
urban  renewal  or  community  redevelopment  sites.  Usually  the  new  use 
calls  for  no  housing  or  the  new  housing  built  is  out  of  the  financial 
reach  of  the  disjolaced  aged.  While  the  aged  property  ow)ier  (probably 
a  nonresident)  may  gain  some  immediate  benefit  from  the  forced  sale 
of  his  land,  the  aged  renter  is  left  to  shift  for  himself.  The  Federal 
Housing  Act  provides  up  to  $100  for  a  renter's  moving  expenses.  Tt  has 
been  found  that  this  amount  is  insufficient.  Moreover,  it  is  generally 
impossible  for  the  displaced  renter  to  find  decent  new  housing  within 
his  means.  His  only  choice  is  to  move  into  another  overcrowded  blighted 
area  which  is  probably  scheduled  for  urban  renewal  or  other  changes 
within  the  next  few  years. 

California,  with  its  extensive  freeway  building  program,  is  very  much 
involved  in  the  displacement  of  aged  persons  from  the  rights  of  way. 
There  are  no  provisions  by  the  State  for  the  satisfactory  housing  of 
such  displaced  aged  persons.  Thousands  of  persons  have  been,  or  are 
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yet  to  be,  evicted  and  untold  hardship  will  result  if  the  present  policy- 
is  not  changed.  Other  thousands  have  been  or  will  be  displaced  by  other 
public  improvements.  The  power  of  eminent  domain  should  be  exercised 
only  when  satisfactory  relocation  housing  is  available  for  all  persons 
to  be  displaced. 

STIMULATION  OF  PUBLIC  INTEREST  AND  DISSEMINATION 
OF  INFORMATION  AND  RESEARCH 

Our  American  culture  is  oriented  toward  youth.  The  aged,  his  prob- 
lems and  rights  have  been  neglected.  Local  attempts  of  cities,  counties, 
churches,  and  community  welfare  organizations  on  behalf  of  the  aged 
are  numerous.  Unfortunately,  however,  most  of  these  efforts  have  been 
very  slow  and  ineffective.  Such  efforts  have  been  spread  thin  over  the 
vast  areas  of  problems  concerning  the  aged.  Most  organizations  han- 
dling such  problems  lack  both  sufficient  funds  and  a  qualified  staff. 
There  is  an  urgent  need  for  some  existing  agency  of  the  State  or  a  new 
agency,  to  stimulate  public  interest  in  the  specific  problem  of  housing 
for  the  aged.  Our  culture  should  no  longer  neglect  this  basic  problem. 
Much  can  be  accomplished  by  a  program  of  intelligent  research  and 
information. 

In  this  connection  an  up-to-date  compilation  of  laws  and  regula- 
tions regarding  the  housing  of  the  aged  in  California's  many  cities 
and  counties  is  needed.  It  has  been  repeatedly  stated  by  architects, 
builders,  real  estate  agents,  charity  workers,  and  prospective  operators 
of  boarding  and  nursing  homes,  that  regulations  and  laws  regarding 
housing  of  the  aged  are  many  in  number  and  difficult  to  understand. 
It  has  been  stated  that  complete  information  is  only  obtainable  by 
contacting  the  multitude  of  government  departments  handling  such 
matters.  One  needs  to  be  a  Sherlock  Holmes  to  discover  the  informa- 
tion and  a  Philadelphia  lawyer  to  understand  it.  In  most  cities  and 
counties  zoning  laws  have  developed  on  an  individual  basis.  To  collect 
zoning  information  of  cities  in  Los  Angeles  County  took  several 
months  and  the  task  is  still  not  complete.  Ordinances  are  being 
changed  constantly.  Information  concerning  licensing  is  also  difficult 
to  obtain  and  understand,  and  the  interpretations  of  the  many  differ- 
ent regulations  are  innumerable.  In  addition,  fire  regulations,  build- 
ing and  safety  code  regulations,  etc.  are,  in  most  instances,  local  in 
character  and  lack  uniformity. 

It  is  in  the  interest  of  the  State  that  all  zoning  or  licensing  informa- 
tion about  housing  for  the  aged  be  readily  available  and  that  the  efforts 
by  builders,  architects,  and  by  the  aged  themselves  not  be  hampered 
by  lack  of  such  information. 

Another  informational  problem  is  that  of  lack  of  counseling  to  the 
aged  and  their  families.  Public  assistance  workers  have  enormous 
caseloads  and  do  not  have  the  time  to  counsel  aged  persons  about 
their  housing  and  personal  problems.  Recent  revisions  of  the  Social 
Security  Act  permit  considerably  more  services  in  the  administration 
of  the  Old  Age  Assistance  and  Old  Age  Pension  Programs.  The  State 
of  California  has  done  very  little  to  give  the  aged  the  benefit  of  these 
new  regulations  and  should  do  so  immediately. 
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The  Los  Angeles  County  Committee  on  Problems  of  the  Aged  has 
made  some  progress  toward  a  consultation  center,  by  using  public 
assistance  workers  for  counseling.  After  an  operation  period  of  several 
years,  this  project  should  be  evaluated  and  if  proven  effective  should 
be  extended  to  other  cities  and  counties. 

Public  guardianship  programs  for  the  aged  are  effective  in  Los 
Angeles  County.  Aged  are  frequently  in  need  of  guardianship  in 
handling  their  housing  and  property  affairs.  Such  programs  should  be 
evaluated  and  introduced  in  other  sections  of  the  State. 

New  community  efforts  in  homemaking,  home  nursing  and  "meals 
on  wheels"  will  help  keep  the  aged  independent  and  help  solve  the 
problem  of  housing  which  is  more  than  just  shelter. 


CHAPTER  IV 

FiNDlNGS,  CONCLUSIONS  AND  RECOMMENDATIONS 

A.  FINDINGS 

The  facts  and  information  set  forth  in  Chapters  I  and  II  clearly 
indicate  that  the  State  of  California  is  now  confronted  with  an  emer- 
gency housing  problem  unparalleled  in  the  history  of  the  State,  which 
problem  will  grow  into  catastrophic  proportions  in  the  next  ten  years 
unless  remedial  action  is  immediately  undertaken  by  the  State.  The 
committee  finds : 

1.  There  exists  in  this  State  an  acute  shortage  of  safe  and  sanitary 
dwelling  accommodations  for  older  persons  of  low  income  which 
has  resulted  in  thousands  of  our  senior  citizens  being  denied 
adequate  housing  at  rents  they  can  afford  to  pay. 

2.  The  number  of  elderly  persons  in  this  State  is  rapidly  increa.s- 
ing  and  unless  emergency  steps  are  immediately  taken  to  pro- 
vide additional  housing  which  meets  their  needs  this  shortage 
will  constitute  a  grave  menace  to  the  health,  safety  and  welfare 
of  the  citizens  of  the  State. 

3.  Housing  for  the  aged,  contrary  to  popular  belief,  is  not  an 
integral  part  of  the  basic  problem  of  increasing  the  supply  of 
housing  for  the  general  population.  Housing  for  the  aged  must 
be  geared  to  their  own  special  needs  and  the  recent  progress 
made  in  providing  decent  housing  for  the  population  as  a 
whole  has  contributed  little,  if  anything,  in  providing  decent 
shelter  for  the  aged.  Housing  specially  designed  to  meet  the 
needs  and  within  the  means  of  older  persons  is  virtually  non- 
existent in  this  State. 

4.  The  State  has  no  agency  specifically  charged  with  the  responsi- 
bility of  assisting  our  senior  citizens  in  solving  their  housing 
problems  and  it  has  no  program  designed  to  provide  adequate 
housing  within  the  financial  reach  of  elderly  families  and  elderly 
single  persons. 

5.  The  basic  problem  of  providing  adequate  housing  for  the  aged  of 
this  State  results  from  the  disparity  betv.'een  the  cost  of  such 
adequate  housing  and  the  ability  of  low-income  elderly  people  to 
pay  for  it.  For  this  reason  the  problem  cannot  be  solved  without 
government  assistance. 

6.  Adequate  housing  for  all  its  citizens  is  primarily  the  responsi- 
bility of  the  State.  The  states  of  New  York  and  ]\Iassachusetts 
have  recognized  this  responsibility  and  have  enacted  legislation 
providing  financial  assistance  to  aid  their  senior  citizens  in  secur- 
ing adequate  housing.  While  the  Federal  Government  has  recog- 
nized some  responsibility  in  this  field,  and  has  enacted  some 
legislation  to  assist,  the  present  federal  programs  of  financial 

(48) 


HOUSING  AND  RECREATIONAL  NEEDS   OF   THE  ELDERLY  49 

assistance  for  housing  of  the  aged  is  wholly  inadequate  and  has 
not  in  any  appreciable  way  met  the  need  in  this  State. 

7.  The  State's  complicated  licensing  and  inspection  system  of  insti- 
tutions and  homes  serving  aged  persons  leaves  much  to  be  desired 
and  should  be  immediately  reviewed  and  strengthened  and  the 
present  policy  of  the  State's  Departments  of  Social  Welfare, 
Health,  and  Mental  Hygiene  should  give  serious  consideration  to 
direct  licensing  and  enforcement  rather  than  delegating  some  of 
these  duties  to  local  agencies.  If  the  present  unsatisfactory  system 
of  licensing  and  supervising  old-age  homes  cannot  be  substantially 
improved  it  should  be  abolished  and  all  of  these  functions  con- 
solidated and  placed  in  one  state  agency  with  adecjuate  authority 
and  ample  funds  to  do  the  job. 

8.  The  zoning  and  building  code  requirements  of  all  cities  and 
counties  in  the  State  should  be  reviewed  and  present  restrictions 
which  prevent  the  construction  of  safe  and  sanitary  housing  spe- 
cially designed  to  meet  the  needs  and  within  the  means  of  the 
aged  should  be  removed. 

9.  The  State  Division  of  Highways  should  immediately  establish 
and  administer  a  policy  of  adequate  housing  relocation  assistance 
for  all  persons  displaced  in  the  construction  of  all  state  public 
improvements,  including  freeways.  Thousands  of  persons,  in- 
cluding many  elderly,  have  been  and  are  yet  to  be  displaced  by 
such  programs.  This  has  resulted  and  will  continue  to  result  in 
needless  undue  hardship  for  such  persons  unless  action  is  taken 
immediately. 

10.  The  California  Community  Redevelopment  Act  should  be  imme- 
diately amended  to  strengthen  the  requirement  that  local 
community  redevelopment  or  urban  renewal  agencies  provide  ade- 
quate relocation  housing  for  all  persons  displaced  by  community 
redevelopment  or  urban  renewal  projects.  This  amendment  should 
adequately  protect  the  displaced  aged's  special  housing  needs  and 
should  provide  for  the  enforcement  of  this  general  requirement 
by  some  agency  of  the  State. 

11.  There  is  an  acute  need  for  continued  research  and  dissemination 
of  information  concerning  the  housing  problems  of  the  aged  of 
this  State.  The  Governor's  Advisory  Committee  on  the  Problems 
of  the  Aged  was  an  excellent  beginning  and  should  be  continued, 
with  particular  emphasis  on  housing,  which  is  the  most  basic  of 
our  senior  citizens'  problems. 

12.  There  is  an  acute  need  for  the  compilation  of  existing  state  and 
local  laws  and  regulations  concerning  the  construction,  licensing 
and  operation  of  housing  for  the  aged.  It  is  virtually  impossible 
for  a  lawyer,  let  alone  an  architect,  builder,  financier  or  the  aged 
themselves  to  obtain  accurate  information  in  this  regard.  The 
fact  that  this  information  is  not  readily  available  has  constituted 
an  almost  insurmountable  barrier  for  most  persons  interested  in 
solving  this  problem. 

13.  Accurate  information  as  to  the  present  cost  to  the  State  of  Cali- 
fornia of  Old  Age  Assistance  allocations  for  housing  of  elderly 
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persons  is  not  available.  However,  the  committee  finds  that  what- 
ever portion  is  being  used  for  this  purpose  should  be  reviewed  to 
the  end  of  determining  whether  or  not  it  is  sufficient  to  provide 
adequate  housing  for  the  recipient  and  whether  the  housing  being 
provided  is  safe  and  sanitary  and  free  from  overcrowding. 
14.  That  the  State  of  California  has,  to  date,  failed  to  recognize 
the  special  housing  needs  of  its  senior  citizens  and  has  failed 
to  provide  any  effective  program  to  meet  these  needs. 

B.  CONCLUSIONS 

During  the  progress  of  civilization,  great  social  problems  have 
only  been  solved  by  an  honest  recognition  and  appraisal  of  the  facts 
and  the  adoption  of  sound  programs  designed  to  serve  the  unmet  needs 
of  society.  The  State's  responsibility  for  providing  adequate  housing 
for  all  of  its  citizens  was  first  recognized  in  1938  when  the  Legisla- 
ture adopted  the  California  State  Housing  Authorities  Law.  The  Leg- 
islature's next  and  only  other  activity  in  the  field  of  housing  was 
when  it  later  enacted  the  state  veterans'  farm  and  home  loan  pro- 
gram. The  Housing  Authorities  Law  provided  for  housing  assistance 
for  slum  dwelling  low-income  families  to  be  wholly  financed  by  the 
Federal  Government.  The  veterans'  farm  and  home  loan  program 
utilized  the  credit  of  the  State  to  assist  needy  veterans  in  solving  their 
farm  and  housing  problems.  The  time  has  long  since  passed  when  the 
State  should  have  recognized  its  responsibility  to  assist  its  elderly 
citizens  in  securing  adequate  housing  within  their  means.  The  Legis- 
lature's failure  to  act  in  this  specific  field  can  be  explained  by  no 
word  other  th-dn— neglect. 

From  the  beginning,  civilized  society  has  zealously  nurtured  and 
cared  for  the  young.  "We  have  enacted  elaborate  systems  of  law  to 
protect  them  and  their  rights.  In  fact,  in  the  law,  children  are  legally 
wards  of  the  courts.  On  the  other  hand,  we  have  not  manifested 
the  same  degree  of  concern  and  care  for  the  aged  even  though  there 
is  no  good  reason  why  the  aged  should  not  be  protected  and  cared  for 
in  the  same  manner  and  to  the  same  extent  as  our  children. 

Human  decency  now  cries  out  for  this  great  and  prosperous  State 
to  rescue  a  large  segment  of  its  population,  which  includes  some  of 
its  most  revered  citizens,  from  a  life  of  abandonment,  despair,  hope- 
lessness and  aimless  drifting.  The  special  housing  needs  of  this  segment 
of  our  population  have  been  ignored  or  swept  under  the  rug  long 
enough  and  the  public  conscience  will  no  longer  tolerate  such  immoral 
and  inhuman  conduct. 

"We  all  say  that  we  honor  and  respect  our  elders.  If  we  mean  what 
we  say  we  should  act  at  once  to  effectively  assist  them  in  solving  their 
most  critical  problem — housing. 

Intelligent  planning  indicates  that  we  should  act  now.  This  is 
true  because  it  takes  time  to  provide  the  physical  facilities  needed 
and  because  the  problem  is  daily  increasing  in  scope.  Our  exploding 
population  and  the  constant  lengthening  of  the  life  span  through 
medical  science  are  two  factors  that  no  longer  can  be  pacified  by 
insincere  platitudes  and  profuse  protestations  of  parental  fealtj".  Due 
to  both  of  these  factors  it  is  now  crvstal  clear  that  within  the  next 
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decade  15  and  20  percent  of  the  entire  popnlation  of  this  State  will 
be  senior  citizens.  The  time  for  decision  is  now.  The  time  for  action  is 
now.  We  slionld  get  on  wath  the  job  of  providing  adecfuate  housing  for 
our  low-income  senior  citizens  at  costs  they  can  afford  to  pay  as  soon 
as  possible. 

C.  RECOMMENDATIONS 

The  principal  problem  of  providing  adequate  housing  for  our  low- 
income  elderly  families  and  single  persons  is  financial.  The  State  can 
assist  by  lending  its  credit  and  exercising  its  power  of  tax  exemption. 
The  committee  recommends  that  legislation  be  enacted  by  the  1959 
Regular  Session  of  the  Legislature  which  would: 

1.  Provide  a  new  state  loan  program  to  be  financed  entirely  hy  the 
sale  of  state  bonds  which  would  be  self-liquidating  similar  to  state 
bonds  sold  to  finance  the  state  veterans'  farm  and  home  loan  pro- 
gram. However,  in  addition  to  individual  home  loans  this  legislation 
should  also  authorize  loans  to  limited  dividend  housing  corporations, 
private  nonprofit  corporations,  and  local  housing  authorities,  at  the 
going  state  rate  of  interest,  plus  one-half  of  1  percent,  for  a  term  up 
to  50  years.  Authorization  should  also  be  given  for  loans  to  be  made 
for  the  total  amount  of  the  capital  cost  of  each  home,  or  project, 
including  land  and  all  appurtenant  facilities.  Said  legislation 
should  also  provide  that  each  project  constructed  and  operated 
by  private  nonprofit  corporations  or  local  housing  authorities 
should  be  exempt  from  all  taxes  and  special  assessments.  Finally, 
said  legislation  should  clearly  establish  and  define  basic  eligibility 
requirements  which  would  guarantee  that  the  housing  so  provided 
would  only  be  occupied  by  low-income  elderly  persons  who  can- 
not afford  adequate  safe  and  sanitary  housing  available  in  the 
local  communities.  In  this  connection,  a  residency  requirement 
should  be  provided  by  law%  in  order  to  assure  such  housing  for 
California's  aged  citizens  and  to  discourau'e  additional  immigra- 
tion which  would  only  aggravate  the  problem. 

2.  Create  a  new  state  agency  which  would  administer  the  program 
set  forth  in  Recommendation  No.  1,  which  agency  would  also  be 
authorized  to  engage  in  continuing  research  concerning  the  hous- 
ing problems  of  the  aged  and  to  assist  local  communities  in  solving 
the  problems  of  providing  housing  for  their  senior  citizens. 

3.  Amend  the  State  Community  Redevelopment  Act  to  strengthen 
the  requirement  that  local  community  redevelopment  and  renewal 
agencies  make  adequate  provision  for  the  rehousing  of  all  persons, 
particularly  the  aged,  displaced  by  communit^y  redevelopment  and 
urban  renewal  projects  and  to  provide  for  the  enforcement  of  said 
requirement  by  an  agency  of  the  State. 

4.  Require  the  State  Division  of  Highways  to  make  adequate  provi- 
sion for  the  relocation  of  all  persons,  particularly  the  aged,  dis- 
placed by  all  state  public  improvements,  including  those  displaced 
from  rights  of  way  acquired  in  the  development  of  the  State's 
freeway  or  highway  systems. 
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It  is  further  recommended: 

A.  That  the  State  Attorney  General  prepare  a  compilation  of  all  state 
laws  and  regulations  governing-  the  construction,  licensing  and 
operation  of  housing  for  the  aged  and  that  the  cities  and  counties 
of  the  State  instruct  their  legal  advisors  to  prepare  a  similar 
compilation  of  such  local  laws  and  regulations  and  that  all  such 
compilations  be  made  available  to  the  general  public. 

B.  That  the  cities  and  counties  of  the  State  review  and  revise  their 
local  zoning  and  building  code  requirements  to  the  end  that  all 
limitations  prohibiting  the  construction  or  operation  of  decent 
housing  for  the  aged  are  removed. 

C.  That  this  Interim  Committee  be  authorized  to  continue  its  work 
after  the  close  of  the  1959  Eegular  Session  of  the  Legislature  in 
order  that  its  uncompleted  work  concerning  those  areas  of  the 
elderly  housing  problem  so  far  uusurveyed,  such  as  the  cost  to 
the  State  of  that  part  of  Old  Age  Assistance  allowed  for  housing, 
and  to  investigate  the  general  problem  of  recreational  needs  of 
the  aged  which  the  committee  was  unable  to  do  because  of  limi- 
tation of  time  and  funds,  can  be  completed. 


APPENDIX   I 

SUMMARY  OF  SURVEY  OF  CALIFORNIA  CITIES 

On  June  23,  1958,  the  committee  sent  the  following  letter  to  the 
mayors  of  approximately  300  cities  (generally  incorporated)  through- 
out California  requesting  their  assistance  in  providing  information 
concerning  their  local  needs  for  housing  and  recreational  facilities  for 
the  elderly.  This  letter  was  as  follows: 
"jMy  Dear  Mayor  : 

"The  California  State  Senate  Interim  Committee  on  Housing  and  Recreational 
Needs  of  the  Elderly  is  in  the  process  of  preparing  a  preliminary  study  on  the 
housing  and  recreational  needs  of  the  elderly  population  in  this  State. 

"As  mayor  of  your  city,  you  can  be  of  immeasurable  assistance  to  us  in  ad- 
vancing our  study  by  directing  our  attention  to  individuals  and/or  agencies 
which  may  be  involved  in  research  in  housing  and  recreational  fields  or  have 
investigated  allied  problems.  Our  survey,  which  is  statewide  in  scope,  is  based  on 
the  presumption  that  the  data,  if  it  is  to  be  of  any  value,  should  be  as  specific  as 
possible,  and  thus  enable  the  committee  to  have  a  deeper  insight  into  this  field. 

"As  you  may  be  well  aware,  according  to  the  1950  Census,  there  were  ap- 
proximately 895,000  people  in  California  65  years  of  age  or  over.  The  number 
rose  last  year  to  over  1,000,000.  Most  of  these  people  are  either  retired,  working 
at  temporary  jobs,  or  on  some  form  of  assistance.  It  is  estimated  that  within 
the  next  50  years,  elderly  people  will  comprise  about  18  percent  of  the  popu- 
lation of  the  State.  California  is  therefore  faced  with  a  great  responsibility  in 
providing  for  and  determining  the  needs  of  its  elderly  citizens. 

"We  are  especially  interested  in  studies  of  any  type,  made  either  by  private 
or  city  agencies  in  your  community  relative  to  the  aforesaid  problems. 

"Lastly,  we  would  appreciate  your  personal  comments  and  any  recommenda- 
tions or  opinions  you  may  have  as  to  proposed  legislation,  which  will  be  highly 
valued  and  receive  the  utmost  scrutiny. 

"Your  co-operation  and  assistance  will  be  deeply  appreciated. 

Very  sincerely, 

Senate  Interim  Committee  on  Housing  and 

Recreational  Needs  of  the  Elderly 
By  Barbara  Rosien,  Co-ordinator" 

The  results  of  this  survey  were  both  interesting  and  informative. 
Analysis  of  the  41  replies  received  indicate  that: 

1.  While  most  cities  had  an  awareness  of  the  recreational  needs  of 
their  elderly,  and  some  had  special  programs  aimed  in  that  direc- 
tion, none  had  actually  come  to  grips  with  solving  the  overall 
housing  problems  of  their  elderly.  In  most  cases  the  cities  either 
stated  they  had  no  information  or  no  program  to  meet  their  needs, 
or  referred  the  committee  to  other  local  public  or  private  welfare 
organizations  for  such  information.  In  one  city  proposed  public 
housing  projects  would  accommodate  a  small  percentage  and  in 
two  other  cities  existing  public  housing  projects  were  likewise 
accommodating  a  few  elderly  families. 

2.  As  was  expected,  awareness  of  the  housing  problems  of  the  aged 
was  greatest  in  the  metropolitan  areas  of  the  State  where  large- 
scale    community    redevelopment,    freeway    construction    and/or 
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urban  renewal  programs  have,  or  shortly  will,  displace  a  large 
number  of  aged  persons.  Most  of  these  areas  are  now  seriously 
studying  and  seeking  a  satisfactory  solution  to  the  problem. 
3.  Most  of  the  cities  of  California  have  neither  the  funds,  nor  the 
qualified  staff,  necessary  to  study  these  special  housing  problems 
and  therefore  could  not  make  legislative  recommendations  to  the 
committee. 

The  following  replies  are  representative  of  those  responding  to  the 
committee's  inquiry. 

City  of  Beaumoxt 
Riverside  Coukty,  California 

June  27,  1958 
Senate  Interim  Committee  on  Housing  and 
Recreational  Needs  of  the  Elderly 

Los  Angeles  5/f,  California 

Attention:  Miss  Barbara  Rosien 
Dear  Sirs  : 

Responding  to  your  letter  of  June  23,  1958,  we,  in  the  City  of  Beaumont,  have  not 
made  a  study  of  the  housing  and  recreational  needs  of  our  elderly,  but  as  the 
nominal  head  of  the  city's  government,  I  am  personally  very  much  interested. 

Our  city  has  a  small  unit — 12  apartments — of  Public  tlousing  Authority  housing 
with  which  we  are  familiar  being  a  member  of  the  Public  Housing  Authority  of  the 
County  of  Riverside. 

Personally,  I  feel  there  is  need  for  more  apartments  than  we  have  inasmuch  as 
the  countv  welfare  department  gave  me  a  figure  of  453  persons  in  the  little  city  on 
OASI. 

For  some  reason  unknown  to  me  as  a  relatively  new  member  on  the  PHA  Com- 
mission, there  seems  to  be  a  well-developed  opposition  to  such  housing. 

I  should  like  some  direction  from  your  office  as  to  how  to  conduct  a  survey  in  our 
community,  but  before  urging  that  request,  must  write  that  I  expect  to  be  out  of  the 
Country  for  a  good  deal  of  July  and  August. 

Shall  hope  to  contact  you  in  September,  or  to  be  reminded  to  do  so  by  your  office. 

Sincerely, 

R.  A.  COVERDALE,  Mayor 
City  of  Beaumont 


City  of  BerivELEy,   California 

July  9,  1958 
Miss  Barbara  Rosien,  Coordinator 
Senate  Interim   Committee  on   Housing  and 
Recreational  Xeeds  of  the  Elderly 

Los  Angeles  5.'f,   California 

Dear  Miss  Rosien  :  In  response  to  your  letter  of  June  23d  may  I  advise  that 
the  people  and  government  of  the  City  of  Berkeley  have  been  interested  for  some 
time  in  the  problems  with  which  your  committee  is  concerned. 

For  instance,  the  Community  Welfare  Commission  of  the  City  of  Berkeley  has 
been  active  in  promoting  study  of  the  needs  of  older  people  of  the  community  and 
in  encouraging  movements  designed  to  meet  those  needs.  Enclosed  is  a  directory 
issued  by  the  commission,  "Community  Resources  and  Activities  :  Guide  for  Senior 
Citizens."  Also  enclosed  is  a  copy  of  the  Committee  on  Aging  of  the  Berkeley 
Council  of  Social  Welfare,  for  which  the  executive  secretary  of  the  commission 
was  the  staff  advisor.  A  special  study  made  by  her  on  a  "Proposal  for  Model 
Nursing  Home  for  the  Aged"  is  included  in  the  material  we  are  sending  you. 

As  a  member  of  the  Board  of  Directors  of  the  Berkeley  Senior  Housing  Associa- 
tion, the  Executive  Secretary  of  the  Community  Welfare  Commission  is  assisting 
that  nonprofit  organization  toward  its  goal  of  providing  housing  for  older  people 
under  the  new  favorable  federal  regulations. 

The  Recreation  Department  of  the  City  of  Berkeley  has  for  several  years 
sponsored   a    senior   citizen    program    which    is   described    in    the    enclosed   leaflets. 
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This   summer   the  tlirectoi-   of   the  program   took   a  group  of  32   older  people,   from 
60   to   90   years   of   age,    on   a   trip    to   Hawaii. 

In   considering   legislation,   housing   for   the   elderly   in   the   lower   income   groups, 
it  seems  to  me,  merits  careful  attention.  At  least,  this  is  a  problem  of  substantial 
importance  in  this  community. 
Very  sincerely  yours, 

Claude  B.  Hutchison,  Mayor 


SUMMER   FUN    FOR    EVERYONE 

SUMMER  ACTIVITIES 

Berkeley  Recreation  and  Parks  Department 

1835  Allston  Way,  Berkeley 

THornwall  1-0200 

SENIOR   CiTSZEN   ACTIViTBES 

Live  Oak  Senior  Program  at  Live  Oak  Center,  Shattuck  and  Berryman  Streets, 
Tuesday,  10.30  a.m.  to  4  p.m.  Mrs.  Grace  Krumland,  Coordinator.  Discussion  groups, 
hobbies,  folk  dancing,  cards,  programs  in  Little  Theater. 

Berkeley  Senior  League  at  Grove  Center,  1730  Oregon  Street,  Fridays,  10  a.m. 
to  4  p.m.  Cards  and  conversation,  special  day  program.  Dr.  Fred  McNair,  President, 
TH  1-1243. 

Berkeley  Forty-niners  Dance  Cluh  at  James  Kenney,  Eighth  and  Delaware 
Streets.  Social  and  mixer  dances,  8  to  11  p.m.  Information,  call  Mrs.  Frank  Thomas, 
DA   6-8177. 

Senior  citizen  bus  trips  to  near  and  faraway  places  are  scheduled  throughout 
the  year  on  a  share-the-cost  basis.  Coordinator,  Mi's.  Mary  Welp,  TH  5-2614. 

Sunday  entertainments  are  held  in  the  Y.  M.  C.  A.  Elm  Room,  Alston  and 
Milvia  Streets,  third  Sunday  of  each  month  except  July  and  August. 

Fifth  Annual  Summer  Series  Armchair  Travelogue,  Wednesdays,  7.30  p.m., 
July  Dth-August  27th. 

"2'/te  Amblers,"  an  ambling  hiking  group.  Contact  Mrs.  Frieda  NoUer,  TH  3-3571. 

Hiking — for  information  call  Charles  Knights,  AS  3-9454. 

Shufflehoard  on  the  Civic  Center  courts  daily. 

For  information  on  senior  citizen  programs  call  Miss  Jacqueline  AVatkins, 
Coordinator  of  Senior  Citizen  Activities,  TH  1-0200,  Ex.  100. 

Berkeley  Recreation  Department 

1835  Allston  Way 
NEW   HORIZONS   FOR   SENIOR   CITIZENS 

CALENDAR  OF   EVENTS 

Live  Oeak  Community  Center 

(Shattuck  and  Berryman,  Berkeley) 

February  16th — Senior  League  Ninth  Anniversary  party 

Honored  guest :  Mrs.  Marion  Koehler  Rowe,  creator  and  producer  of  TV  show 
"New  Horizons" — Sundays,  8.30  to  9  a.m. — Station  KPIX,   San  Francisco, 
Channel  5. 
This    show    features    interesting    senior    citizens    and    presents    hobbies,    ideas, 
information  of  interest  to  older  people. 
February   18th,    Tuesday — 1.30   p.m.    Hawaiian    film,    courstey    of   Transocean    Air- 
lines— Richard  Tracy,  commentator. 

2  to  3  p.m.  Folk  and  social  dancing,  Mrs.  Myriam  Heath,  instructor. 
March  Jfth,  Tuesday — 1  p.m.  Mrs.  Ethel  Sabin  Smith,  author  of  "Dynamics  of 
Aging,"  will  discuss  the  topic,  "Senior  Citizens — Assets  or  Liabilities."  Mrs. 
Smith  is  a  very  dynamic  senior  citizen  herself. 
March  16th,  Sunday — 2.30  p.m.  Charles  W.  Knights,  well-known  lecturer  and 
world  traveler,  will  show  his  unusual  and  beautiful  slides  describing  his  latest 
trip   to   Hawaii,   Australia   and   New   Zealand. 
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Berkeley  High  Little  Theater 

April  20th,  Sundai/ — 2.30  p.m.  A  salute  to  John  Muir,  world-famous  writer,  nat- 
uralist, conservationist  and  father  of  our  national  parks.  A  prelude  to  visiting 
the  John  Muir  home  in  ^Martinez  for  the  open  house,  April  25th,  26th  and  27th. 
Tribute  will  also  he  given  to  Ansel  Adams,  outstanding  photographer.  Bio- 
graphical   films   on   John   Muir   and    Ansel   Adams   will   be    shown. 

Matj  18th,  Siitidaij — 2.30.  Also  in  the  Berljeley  High  Little  Theater.  Mrs.  Laurel 
Reynolds,  nationally  known  lecturer  and  cinematographer,  on  the  Audubon  screen 
tours  will  present  her  own  motion  pictures  on  spring  gardens  and  her  birding 
adventures.  Program  coordinator  will  be  Mrs.  Grace  Tjong  who  will  also  play  her 
own   compositions   as   a   tribute   to   mothers   and   grandmothers. 

June  loth,  Sunday — 2.30  in  the  Charles  W.  Davis  Theater  at  Live  Oak.  A  musical 
salute    to    fathers    and    grandfathers.    Program    coordinator,    Mr.    A.    U.    Good. 
Special   feature — illustrated    travel    talk    by    Andy    Gotzenberg    of    the    Berkeley 
Camera    Club   and   member  of   the   Berkeley   Recreation    Commission. 
Bus  trips  are  scheduled  for  Death  Valley  in  March,  Trinity  Alps  in  April,  the 

Hearst  Castle  at  San  Simeon  in  May.  For  information  concerning  short  and  long 

bus   trips   call   Mrs.   Marv   Welp,    TH   5-2614;    Mrs.    Ethel    Macquart,    LA   6-8687; 

or  Mrs.  Grace  Krumland,  TH  3-6409;   Mrs.  Alba  Cox,  TH  5-2076. 

Ilatvaiian   trip — A  "goodwill  trip"  to  Hawaii  is  planned  for  eight  days  in  May, 

leaving  May  25th  to  fly  via  Transocean  Aiidines.  Approximate  cost  for  plane  fare, 

hotel  and  sightseeing  and  festival  dinner  about  $297. 

Tour    leader — Miss    Jacqueline    Watkins,    Berkeley    Recreation    Department.    For 

information  and  reservations  contact  the  Berkeley  Travel  Bureau  at  212.3  Addison 

Street,   Berkeley,   phone   AS   3-0300. 

SENIOR   CITIZEN    ACTIVITIES 

Sponsored  by  the 
Berkeley  Recreation  Dept.— City  Hall  Annex,  Berkeley  TH  1-0200 

1835  Allston  Way 

RECREATION  ADDS  YEARS  TO  YOUR  LIFE  AND  LIFE  TO  YOUR  YEARS 

Sundaij  Entertainments.  The  first  fall  Sunday  entertainment  will  be  September 
15th  at  2.30  in  the  YMCA  Palm  Room,  2001  Allston  Way. 

Dr.  Fred  McXair  will  report  on  the  First  Senior  Citizen  National  Convention  in 
New  Orleans.  Mrs.  Daisy  Roth  will  give  highlights  of  her  40-day  trip  around  the 
United  States.  Motion  pictures  will  illustrate  the  travel  talks. 

Vocal  quartets  .sponsored  by  the  Senior  Citizen  Clubs  in  the  first  music-Olympics 
competition  will  preview  their  contest  selections. 

Sunday  entertainments  are  held  the  third  Sunday  of  every  month  except  July 
and  August. 

October  20th — Helen  Nichol,  of  the  Berkeley  Gazette,  will  describe  with  color  slides 
her  trip  to  South  America. 

November  17th — The  fifth  annual  Hobby  Show  for  exhibitors  over  .50  years  of  age 
will  be  held  at  the  Live  Oak  Community  Center  from  2  to  5  p.m. 

December  15th — Christmas  party. 

Berkeley  Senior  League.  The  Senior  League  meets  every  Friday  at  the  Grove 
Community  Center  from  10  a.m.  to  4  p.m.  The  Busy  Fingers  meet  from  10  to  11.30 
for  craft  ideas,  and  a  bag  lunch  at  12  noon.  Everyone  brings  a  cup  for  tea  or  coffee. 
J'or  information,  call  Mrs.  Edna  Bowman,  AS  3-7846.  Special  program  on  fourth 
Friday — book  reviews,  timely  topics,  informal  program  of  entertainment,  cards  and 
conversation. 

Live  Oak  Senior  Program.  Tuesday  is  Senior  Day  at  Live  Oak  Community 
Center.  Hobby  hour  for  sewing,  singing,  shuffleboard,  etc.,  is  from  10  to  11.30.  Dis- 
cussion group  on  California  early  days  meets  from  10.30  to  12.  Bag  lunch  at  12. 
Self-service  for  tea  or  coffee.  Program  and  business  meeting  until  1.30,  followed  by 
card  games.  Travel  films  every  third  Tuesday  at  1..30  in  Little  Theater. 

Shuffleboard  Courts.  Shuffleboard  courts  are  available  at  Live  Oak  Community 
Center  and  the  Civic  Center  Park  area. 
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Recreation  Folders.  Recreation  facilities,  parks,  and  adult  grovip  activities  are 
listed  in  folders  obtainable  in  the  recreation  office. 

Chess,  lirkhie  Playing  or  Drama  Groups.  Call  Director  Elmer  Nelson,  TH 
n-1718,  for  time  schedule. 

Bus  Trips — The  "liaiiihlers."  Day  trips  and  overnight  bus  trips  are  scheduled 
during  most  of  the  year.  For  information  and  reservations,  call  Mrs.  Grace  Krum- 
land,  TH  8-6409. 

Berkeley  Foi  iyniner  Dance  Club.  Social  dancing  on  Saturday  nights  from  8 
to  11.30  p.m.  at  James  Kenney  Clul)house,  F]ighth  and  Delaware.  Mrs.  Frances 
Thomas,  hostess,  phone  LA  6-8177. 

Folk  Dancing.  Folk  dancing  nt  a  slower  tempo  takes  place  on  Thursday  nights 
from  8  to  10  in  the  Cornell  School,  Solano  and  Cornel  Avenues,  Albany.  For  in- 
formation, contact  Mrs.  Myriam  Heath,  the  instructor,  LA  5-1908.  Single  men  and 
women  as  well  as  couples  are  invited  to  join  the  "Hop  and  Gliders." 

Card  Playing.  The  "Y's  Seniors"  meet  on  Wednesday  afternoons  for  card  games 
in  the  YMCA  at  2001  Allston  Way.  Anyone  may  drop  in  from  1.30  to  4  p.m.  Mrs. 
Ruth  DeKay  is  the  hostess.  For  information,  call  AS  3-6S00. 

Canasta  and  bridge  enthusiasts  also  play  at  the  Live  Oak  Center  and  the  Senior 
League  on  Fridays. 

Hiking — The  "Amblers."  For  those  who  enjoy  walking,  the  Amblers  offer  short, 
easy  hikes.  The  group  meets  every  other  Saturday  at  Oxford  and  Hearst  Avenues. 
Transportation  is  provided  to  the  scene  of  the  hike.  For  time  and  place,  call  Charles 
Knights,  AS  3-9454,  or  Frieda  NoUer,  TH  3-3571. 

Jjatvn  Bov:Ung.  Bowling  green  for  lawn  bowling  enthusiasts  is  located  at 
Allston   Way   and   Acton    Streets,   Berkeley. 

The  Bowling  Club  meets  at  1  p.m.  on  Wednesdays,  Saturdays,  and  Sundavs.  For 
information,  call  TH  1-0200. 

Fishing — The  "Anglers."'  Fishing  is  availal)le  on  the  Berkeley  Pier  without 
charge.  No  fishing  license  is  required. 

General  information  regarding  recreational  activities  may  be  obtained  from  the 
Berkeley  Recreation  Department  or  from  Miss  Jacqueline  Watkins,  Director  of  the 
Senior  Citizen  Activities— TH  1-0200.  office;  BE  2-3091.  home. 

SUMMER   TIME    IS   FUN   TIME   FOR   SENIOR   C3TIZENS 

Summer  Travelogue  Films.  Armchair  travelers  are  invited  to  travel  to  far- 
av/ay  lands  on  Wednesday  nights  at  7.30  in  the  YIMCA  Palm  Room,  Allston  and 
Mihia  Street. 

July  10th — "South  American  Cruise." 

July  17th — "Let's  Discover  Portugal." 

July  24th — "Japan,  Our  Small  I.sland." 

July  31st— "Colorful  South  Africa." 

August    7th — "Istanbul,  Magic  City." 

August  14th — "Rhythm  of  the  Season." 

August  21st — "Hong  Kong"  and  "Bali." 

The  program  is  sponsored  without  charge  by  the  Y'MCA,  the  Recreation  Depart- 
ment and  the  Berkeley  Travel  Service,  Inc. 

Sunday  Entertainments.  Sunday  entertainments  are  held  the  third  Sunday  of 
every  month  except  July  and  August  in  the  YMCA  Palm  Room  at  2.30.  The  first 
fall  program  will  be  on   Sunday,   September  15th. 

Live  Oak  Senior  Program.  Live  Oak  Community  Center,  Shattuck  and  Berry- 
man,  offers  a  variety  of  activities  for  Seniors. 

Tuesday  is  Senior  Day  with  a  discussion  group  on  California  history  and  a 
"Self-help"  Sewing  Group,  10.30  to  12.  Bag  lunch  at  12.  Tea  and  coffee  are  avail- 
able. Program  and  business  meeting  until  1.30.  Card  playing  morning  and  afternoon. 
Special  travel  film  third  Tuesday  at  1.30  in  the  Little  Theater. 

For  chess,  bridge  playing,  square  dancing  activities,  call  Director  Elmer  Nelson — 
TH  5-1718  for  schedule." 

Berkeley  Senior  League.  The  Senior  League,  now  in  its  ninth  year,  meets  every 
Friday  at  the  Grove  Community  Center,  1730  Oregon  Street,  from  10  a.m.  to  4  p.m. 
Everyone  brings  a  bag  lunch  and  cup  for  tea  or  coffee.  Informal  program  of  enter- 
tainment, cards  and  conversation.  For  information,  call  Mi-s.  Edna  Bowman,  AS 
3-7846. 
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Bus  Trips — The  "Ramblers.'^  Day  trips  and  overnight  bus  trips  are  scheduled 
throughout  the  year.  For  information  reservations,  call  Mrs.  Grace  Krumland  at 
TH  8-C409. 

Card  Planing.  "December  Brides"  and  grooms  meet  for  card  games  on  Wednes- 
day afternoons  from  1.30  to  4  p.m.  in  the  YMCA,  Allston  and  Milvia  Streets.  Mrs. 
Xetta  Edmondson  is  the  hostess  for  the  group,  phone  TH  5-S99S. 

Cana.sta  and  bridge  enthusiasts  also  play  at  Live  Oak  Center  and  at  the  Senior 
League  on  Fridays. 

Berkeley  Forfyniner  Dance  Cluh.  Social  dancing  on  Saturday  nights  8  p.m.  to 
11.30  p.m.  at  James  Keuney  Clubhouse,  Eighth  and  Delaware.  Mrs.  Frances  Thomas, 
hostess,  phone  LA  6-8177. 

Folk  Dancing.  Folk  dancing  at  a  slower  tempo  takes  place  on  Thursday  nights 
from  8  to  10  in  the  Cornell  School  on  Solano  and  Cornell  Streets,  Albany.  For  in- 
formation, call  ]\Irs.  Myriam  Heath  at  LA  5-1068.  Single  men  and  women  as  well 
as  couples  are  invited  to  join  the  group. 

Hiking — The  "Amblers.''  For  explorers  on  foot,  the  Amblers  offer  short,  easy 
hikes.  The  group  meets  on  the  U.  C.  campus  and  is  transported  by  cars  to  the 
scene  of  the  hike.  For  information  and  hiking  schedule,  call  Charles  Knights, 
AS  3-9454,  or  Charles  Fisher,  AS  3-9468. 

Fishing — The  "Anglers."  Fishing  is  available  on  the  Berkeley  Pier  without 
charge.  Xo  fishing  license  is  required. 

Lawn  Bou-ling.  Bowling  greens  for  lawn  bowling  enthusiasts  are  located  at 
Allston  and  Acton  Streets,  Berkeley.  The  Bowling  Club  meets  at  1  p.m.  on  Wednes- 
days. Saturdays,  and  Sundays.  For  information,  call  TH  1-0200. 

Shuffleljoard  Courts.  Shuffleboard  courts  are  available  at  Live  Oak  Community 
Center  and  the  Civic  Center  park  area. 

General  information  regarding  recreational  activities  may  ie  obtained  from  the 
Berkeley  Recreation  Department  or  from  Miss  Jacqueline  Watkins,  Director  of  the 
Senior  Citizen  Activities— TH  1-0200,  office;  BE  2-3097,  home. 


Office  of  the  Couts^cil 
City  of  Burbaxk,  California 

July  17,  1938 
Miss   Barbara  Rosien 
Co-ordinator,  Senate  Interim   Committee 

on   Housing  and  Recreation 
Los  Angeles  54,  California 

Dear  Miss  Rosiex  :  AVe  believe  that  the  City  of  Burbank  does  indeed  have 
information  of  interest  to  vour  committee  as  requested  in  your  letter  of  June  23, 
1958. 

For  some  10  years  Burbank,  through  its  Park  and  Recreation  Department,  has 
been  actively  engaged  in  developing  recreational  and  social  activities  for  the  elderly 
through  such  organizations  as  the  Auld  Lang  Syne  Club  and  the  Fun  After  Forty 
Club.  These  activities  began  in  response  to  a  request  from  a  group  of  elderly 
persons  who  sought  a  place  to  meet  at  the  Olive  Avenue  Recreation  Center.  The 
city,  of  course,  complied  with  the  request. 

The  Auld  Lang  Syne  Club,  as  this  group  became  known,  expanded  rapidly 
and  in  October,  1952,  a  special  clubhouse  was  constructed  for  their  meetings  and 
programs.  Continued  growth  required  an  addition  to  the  Auld  Lang  Syne  Building 
in  1955,  and  a  second  addition  will  be  constructed  during  this  fiscal  year. 

Our  Auld  Lang  Syne  Club  now  is  in  the  position  of  a  charter  club  from  which 
many  similar  organizations  have  been  formed  all  over  Southern  California.  It  is 
our  understanding  that  the  City  of  Burbank  was  among  the  first  public  jurisdiction 
in  this  area  to  recognize  and  do  something  about  the  needs  of  elderly  people  in 
a  recreational  way. 

Both  the  Auld  Lang  Syne  Club  and  the  Fun  After  Forty  Club  are  largely  self- 
motivated,  our  city's  contribution  being  a  place  to  meet  and  one  full-time  recrea- 
tional leader  to  assist  in  planning  and  conducting  their  affairs.  The  members  pro- 
mote their  own  trips,  finance  their  own  programs,  and  have  a  tremendous  time  doing 
it.  It  is  cne  of  the  most  rewarding  of  all  our  recreational  activities. 

It  is  our  philosophy  that  the  individual  community  should  have  both  the  responsi- 
bility for  and  the  satisfaction  to  be  gained  from  providing  this  type  of  recreational 
assistance  to  groups  of  older  persons.  We  have  not  sought  a  great  deal  of 
statistical   information  as   to   the  needs  of  the  elderly   in   this   regard,   since   we   do 
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have  an  active  program  available  to  all  of  our  senior  citizens.  We  will  be 
pleased  to  provide  further  information,  if  desired,  as  to  the  organization  and 
participation  in  our  program,  as  well  as  the  specific  kinds  of  activities  proven 
to  be  most  popular. 

We  do  not  have  any  substantial  body  of  information  on  the  housing  needs  of 
elderly  persons. 

Your  request  for  comments  or  suggestions  is  difficult  to  meet  since  we  do  not 
know  what  type  of  legislation  may  be  under  consideration.  Generally,  we  feel 
that  our  program  has  worked  well  chiefly  because  it  has  been  local  and  centralized 
in  nature.  If  some  form  of  state  aid  is  being  considered,  we  would  venture  to  say 
that  such  state  assistance  should  be  made  through  the  agencies  of  local  government 
rather  than  directly   to  clubs  or  organizations. 

The  people  of  Burbank  are  both  aware  of  and  interested  in  the  welfare  of  the 
elderly.  We  would  appreciate  very  much  receiving  reports,  materials,  or  other 
information  developed  by  the  study  being  undertaken  by  your  committee. 

Please  advise  us  if  we  may  be  of  further  assistance. 
Sincerely, 

Dallas  M.  Williams,  Mayor 


The  Carmel  Foundation 

July  1,  1958 
Miss  Barbara  Rosien 

Co-ordlnator,  Senate  Interim   Committee  on  Housing 
and  Recreational  Needs  of  the  Elderly 

Los  Angeles  54,  California 
Dear  Miss  Rosien  :  Your  letter  to  the  Honorable  John  S.  Chitwood,  Mayor  of 
Carmel-By-The-Sea,  has  been  referred  to  the  Carmel  Foundation. 

The  Carmel  Foundation  is  the  agency  in  this  community  that  works  with  older 

people  and  is  concerned  with  their  various  problems.  We  are  glad  to  see  that  you 

are  interested  in   the  problem  of  housing  for  older  people  and  that  you  are  doing 

something  about  it.  We  will  be  glad  to  co-operate  with  you  in  any   way  we  can. 

Sincerely  yours, 

(Mrs.)   KuTH  Sarett,  Executive  Director 


City  of  Colton,  California 
Office  of  the  City  JIanager 

July  1,  1958 
Miss  Barbara  Rosien,  Co-ordinator 

Senate  Interim  Committee  on 

Housing  and  Recreational  Needs  of  the  Elderly 
Los  Angeles  5'/,  California 

Dear  Miss  Rosien  :  Mayor  Woodrow  Miller  has  asked  me  to  reply  to  your  letter 
of  June  23,  1958,  and  I  am  afraid  that  we  do  not  have  nearly  as  much  information 
as  we  should  regarding  the  needs  of  the  elderly  in  our  area. 

AVith  regard  to  recreational  needs,  the  city  has  recently  co-operated  with  our  two 
local  school  districts  in  the  appointment  of  a  recreational  commission  representing  all 
three  jurisdictions.  One  of  the  first  steps  of  that  commission  was  to  encourage  the 
appointment  of  a  citizens'  recreation  committee  to  study  the  recreational  problems  of 
our  area.  This  study  was  assisted  by  the  State  Recreation  Commission.  The  report  of 
that  committee  has  now  been  filed  with  the  council  and  the  two  school  boards. 

The  study  found  that  very  little  attention  was  being  given  to  the  recreational 
needs  of  the  elderly  in  our  area.  We  do  have  a  small  building  and  tables  for  elderly 
men  to  use  in  such  activities  as  checkers  and  chess.  We  also  have,  of  course,  the 
usual  benches  in  three  of  our  parks  for  persons  merely  interested  in  sitting.  However, 
we  have  no  organized  program  to  study  and  work  with  elderly  citizens  in  improving 
their  recreational  facilities. 

The  study  committee  recommended  that  the  co-operation  of  the  three  agencies  con- 
tinue, that  a  full-time  recreational  director  be  appointed,  and  that  modest  attempts 
to  extend  facilities  available  to  these  citizens  be  made. 

The  city  is  operating  under  exteremely  difficult  financial  problems  and  our  progress 
in  this  direction  will  be  slow  for  the  next  year.  Unfortunately  there  are  no  strong  or 
energetic  programs  by  voluntary  agencies  in  the  city  to  our  knowledge. 
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It  would  appear  at  the  moment  that  the  need  is  not  so  much  facilities  as  leadership. 
As  we  are  able  to  secure  broader  citizen  support  and  lioth  citizen  and  paid  leader- 
ship, we  hope  to  make  gradual  progress  in  expanding  the  recreational  programs  for 
the  elderly. 

We  do  have  in  the  city  limits  a  housing  project  of  the  San  Bernardino  County 
Housing  Authority  which,  combined  with  a  condemnation  program  by  our  city  depart- 
ments, appears  to  be  handling  the  worst  housing  problems  of  the  elderly.  The  city 
has  .iust  established  a  redevelopment  agency  and  is  working  on  an  application  for 
federal  assistance  for  an  urban  reneAval  program.  This  approach  seems  to  us  the 
one  best  calculated  to  make  substantial  advances  in  the  elimination  of  substandard 
structures. 

With  all  of  the  above,  we  recognize  that  our  city  is  still  not  moving  as  rapidly  as 
it  should  to  meet  the  ever  increasing  problems  of  helping  our  senior  citizens  to  help 
themselves. 


Verv  truly  \ours. 


Lymax  H.  Cozad,  City  Manager 


City  of  Culver  City.  Calitorxia 

July  3,  1958 
Miss  Barbara  Rosiex.  Co-onlinalor 

Senate  Interim  Committee  on 

Housiiiff  and  liccreutional  Xeeds  of  the  Elderly 
Los  Angeles  5.},  California 

Dear  iliss  Rosiex  :  In  resi)onse  to  your  letter  addressed  to  the  mayor  of  this  city 
and  forwarded  to  me,  enclosed  and  herewith  is  information  in  which  you  may  be 
interested. 

The  need  for  well-defined  planning  for  the  aged  in  the  State  of  California,  in  my 
estimation,  deserves  the  most  immediate  attention  possible.  It  would  be  certainly 
superfluous  to  state  personal  criteria  which  has  been  adequately  presented  throughout 
this  State  by  hours  of  talks  and  discussion  and  reams  of  statistics  and  reports.  I 
have  discussed  the  situation  with  various  individuals  and,  along  with  numerous 
groups  I  have  addressed,  find  that  they  are  overwhelmingly  convinced  of  these  needs. 
The  only  explanation  for  lack  of  attention  to  this  matter,  that  I  can  see,  is  apathy. 

Within  the  City  of  Culver  City  many  hours  of  preparation  and  projection  have 
been  spent  by  this  department  in  trying  to  create  an  awareness  of  the  needs  of  our 
elderly  citizens.  We  have  had  excellent  co-operation  from  the  Los  Angeles  County 
Senior  Citizens  Division  in  all  of  t)ur  endeavors. 

In  the  area  of  senior  citizens  planning  for  the  State  of  California,  I  am  firmly 
convinced  that  if  positive  action  is  not  taken  soon  we  may  never  catch  up  to  adequacy. 

Enclosed  is  some  information  we  hope  may  be  of  value  to  you.  Mr.  Deane  Seeger. 
Chief  Administrative  Officer,  Mrs.  Mary  Lou  Richardson,  Mayor,  and  members  of 
the  Culver  City  city  council  are  most  vitally  interested  in  our  senior  citizens'  needs. 
Consequently,  we  would  appreciate  any  material  that  the  committee  may  compile 
and  release.  Trusting  that  our  efforts  can  be  of  some  assistance  to  your  Senate  In- 
terim Committee  on  Housing  and  Recreational  Xeeds  of  the  Elderly,  I  remain. 
Respectfully, 

DEPARTMENT  OF  RECREATION 

Syd  Krox'EXTHAL,  Superintendent  of  Recreation 

City  of  Culver  City 
Department  of  Recreation 

Senior  Citizens 

PROPOSED    GOLDEN   AGERS   PROGRAM 

In  the  administration  of  a  public  recreation  program,  to  meet  the  needs  of  a 
community  no  other  phase  of  service  deserves  more  attention  than  that  of  its  elder 
citizens.  In  an  era  of  the  vast  advancement  of  medical  science  and  social  legislation, 
improving  the  economic  and  health  conditions  of  our  older  population,  our  public 
recreation  provisions  have  lagged  behind. 

Life  insurance  companies  that  keep  an  accurate  account  of  trends  as  a  basis  for 
their  rates  reveal  that  life  expectancy,  defined  as  the  average  length  of  life  enjoyed 
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by  the  entire  population  at  a  given  time,  increased  at  a  slow  rate  in  early  times  but 
lengthened  rapidly  during  the  turn  of  the  century. 

In  Roman  times,  the  average  life  span  was  23  years.  By  the  Eighteenth  Century 
the  average  life  sjian  had  increased  to  34  years.  By  1850  it  had  grown  to  40  years 
in  the  United  States.  But  in  the  past  century  this  figure  jumped  to  65  for  men  and 
70  for  women.  Figures  given  are  for  the  white  population  and  may  be  somewhat 
different  for  other  ethnic  groups. 

In  the  United  States  the  population  has  doubled  in  the  past  50  years,  while  at  the 
same  time  the  population  of  persons  60  years  and  over  has  increased  3^  times.  A 
study  of  the  1940  census  sliowed  that  10  percent  of  our  population  was  60  and  over 
and  it  has  been  estimated  that  at  the  present  rate  of  increase  this  population  will 
rise  to  20  percent  in  lOSO.^ 

In  California  the  overall  population  growth  has  been  remarkable,  having  increased 
50  percent  in  the  past  decade.  In  a  recent  study  in  Los  Angeles  County,  it  was  found 
that  the  number  of  people  60  years  of  age  and  more  is  approximately  90  percent  of 
the  number  of  school  children  in  the  same  ai-ea.  In  keeping  with  the  important  place 
that  youth  holds  in  the  United  States,  tremendous  emphasis  has  been  placed  on 
recreation  for  children,  but  until  this  time  very  little  attention  has  been  paid  to  the 
needs  of  their  elders." 

The  labor  movement  has  brought  with  it  not  only  shorter  working  hours  but  fewer 
working  years.  ^lany  people  are  now  fi;rced  into  full  retirement  at  an  arbitrarily 
established  age  of  60  or  65.  Industry  justifies  this  rule  by  explaining  its  need  to 
acquire  in  advance  younger  men  with  new  ideas,  and  higher  physical  efficiency  to 
carry  on  the  organization.^ 

Although  gerontologists  disagree  with  this  point  of  view,  the  fact  remains  that 
compulsory  retirement  leaves  able-bodied  persons  with  time  on  their  hands.  Such 
freedom  of  work  can  be  a  hazard  to  a  happy  life.  Dr.  Edward  J.  Stieglitz,  Washing- 
ton, D.  C,  geriatrician,  says :  "Permanent  retirement,  while  one  is  still  vigorous, 
ambitious,  and  anxious  to  serve,  can  be  a  major  disease."  * 

^lore  than  70  percent  of  the  people  over  65  today  are  living  on  investments, 
savings,  pensions,  charity,  or  the  support  provided  by  their  families."  In  addition  to 
having  more  leisure  time  and  less  income  than  other  groups,  the  aging  have  other 
traits  and  characteristics  which  must  be  considrred  if  planning  for  their  welfare  is 
to  be  effective.  Their  physical  symptoms  are  closely  related  to,  and  often  a  direct 
result  of  psychological  and  emotional  problems.  Dr.  Robert  Monroe  of  Boston  speaks 
of  chronic  depression  as  the  most  characteristic  symptom  of  older  people,  but  con- 
siders it  a  natural  reaction  to  their  feelings  of  frustration." 

Functions  and  tissxies  are  known  to  decline  and  atrophy  with  disuse.  This  physical 
and  mental  decline  very  often  begins  when  a  person  becomes  frustrated  and  sees  no 
goals  in  life  other  than  to  sit  and  wait  for  death.  Old  age  has  been  habitually 
accepted  as  a  chronological  stage  at  which  point  health  and  often  sanity  are  myste- 
riously lost ;  but  gerontologists  point  out  that  some  people  may  be  young  at  80.  and 
others  old  at  35.  This  is  well  illustrated  when  one  thinks  of  Grandma  Moses,  Connie 
Mack,  Albert  Einstein,  Douglas  MacArthur.  and  scoi-es  of  others  who  have  continued 
to  lead  active,  useful  lives  far  beyond  the  accepted  retiring  age  of  60  or  65.  Age  is 
not  determined  in  terms  of  an  arbitrary  dateline,  but.  rather  according  to  the  spirit 
and  effectiveness  with  which  a  life  is  conducted.  Health  and  happiness  are  goals  to  be 
achieved  at  any  age. 

Every  community  is  responsible  for  the  health  and  welfare  of  its  entire  constitu- 
ency. The  older  people  of  California  are  entitled  to  every  privilege  offered  to  their 
younger  neighbors,  including  an  adequate,  balanced  recreation  program.  It  is  the 
responsibility  of  the  community  to  provide  recreation  opportunities  specifically  de- 
signed to  meet  the  needs  of  this  group,  and  to  help  them  combat  loneliness,  frustra- 
tion, and  discouragement. 

To  meet  this  need  further,  this  department  conferred  with  the  County  of  Los 
Angeles  Department  of  Senior  Citizens  Service.  Much  information  was  gathered 
through  this  .service.  To  enlighten  ourselves  as  to  the  prospect  of  additional  services, 
Mrs.  Irene  Hecton,  Assistant  Director  of  the  County  of  Los  Angeles  Senior  Citizens 
Service  Program,  and  one  of  her  professional  staff  members  was  invited  to  our  park 
commission  meeting.  After  relating  the  importance  of  the  recognition  of  the  senior 
citizen's  needs  in  this  community,  Jlrs.  Hecton  assured  us  that  her  department  would 
co-operate  in  every  way  in  assisting  not  only  the  inauguration  of  the  program,  but 
also  in  assigning  members  of  their  staff  to  help  us  sustain  the  program.  County  staff 
people   will   be   available    to   furnish   current    information   on   community   resources, 
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counseling  services,  and  to  assist  in  setting  iip  recreational  programs  and  recom- 
mending educational  institutes  available  for  training  in  the  field.  The  county  will 
maintain  a  directory  and  information  agency  relative  to  job  placement,  community 
projects  and  many  other  areas  in  the  field  of  senior  citizens  programming. 
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Breakdown  of  Golden  Agers  in  Culver  City 

Tract  36Jf-C          Tract  368-A  Tract  368-B  Total 

Age                             Male  Female  Male    Female  Male    Female  Male  Female 

48-52 34         11  331         299  275         284  590         594 

53-57 9           8  254         254  252         237  515         499 

58-62 9         11  191         224  179         207  379         442 

63-67 14           4  138         192  169         190  321         386 

68-72 7           5               92         105  125         153  324         363 

73-77 2           3               52           72  74  99  128         174 

78-87 2           6              38           63  64  98  104         137 


77        48  1,096      1,209  1,138      1,268  2,251      2,595 

Complete  Total  4,846 

Tract  Paries  Served  Schools  Served 

Tract  364-C  Lindbergh  Park  El  Rincon  School  Elementary 

Blanco  Park  El  Marino  Elementary  School 

Tract  368-A  "West  End  Park  Culver  City  High  School 

Veterans'  Memorial  Culver  City  Junior  High 

Farragut  Elementary  School 
Betsy  Ross  Elementary  School 
La  Ballona  Elementary  School 

Tract  368-B  McManus  Park  Washington  Elementary  School 

Culver  Elementary  School 

Proposed  Plan  of  Operation  in  Starting  a  Golden  Agers  Group 

Culver  City  Department  of  Recreation 

A.  PLAN  OPEN  MEETING  OF  ALL  INTERESTED  PARTIES: 

Sign  register  on  entering  ;  receive  informative  interest  sheets. 

Pledge  to  Flag. 

Invocation. 

Community  sing. 

Welcome  and  orientation  address. 

Entertainment : 

Folklore  tales.    (Two  or  three.   Contact   U.   C.   L.  A.   Folklore   Society   for 

speakers.) 
Folk  singer. 

Folk  or  square  dance  exhibition. 

Movie  showing   possibilities  of  a  Golden  Agers'   Club.    (Contact  California 
Recreation  Commission  and  U.  C.  L.  A.,  U.  S.  C,  and  County  Senior 
Citizens  Agency.) 
Panel  discussion    (including   discussion   from  audience)    stimulated   by   movie, 
on  possibilities  of  such  a  group.  Set  date,  etc.,  for  first  meeting  of  group. 
Community  sing. 
Refreshments;  turn-in  of  interest  sheets. 
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B.  PREVIOUSLY  PREPARE  INVITATIONS  TO  ABOVE  EVENT  AND  SEND 
TO  CHURCHES,  SERVICE  CLUBS,  CO  ORDINATING  COUNCIL,  CHAM- 
BER OF  COMMERCE   HOSTESS,   P.T.A.s.    (See   below.) 

0.  SET  UP  HUMAN-INTEREST  PUBLICITY  PICTURES  TO  ACCOMPANY 
NEWS  ARTICLES  TWO,  FOUR,  AND  SIX  DAYS  PRIOR  TO  EVENT: 
ISSUE  NEWS  REMINDER  DAY  OF  EVENT. 

D.  PREPARE  INFORMATIVE  INTEREST  SHEETS  TO  BE  ISSUED  AT 
OPENING  MEETING.    (See  page  64.) 

Proposed  Plan  of  Continued  Operation  for  Golden  Agers  Club 

Culver  City  Department  of  Recreation 

1.  Although  the  building  will  be  open  from  8  a.m.  to  10  p.m.,  it  i.s  suggested  that  the 
organization  or  club,  itself,  meet  either  weekly  or  semimonthly. 

2.  First  actual  meeting  (after  introduction  to  Senior  Citizens'  Building)  to  be  con- 
ducted as  a  well-planned  social  mixer  party  type  of  get-together.  Three  quarters 
through  the  evening,  perhaps  in  conjunction  with  refreshments,  group  should  be 
encouraged  to  discuss  plans  for  future,  and  possible  club  structure. 

3.  Set  of  by-laws,  group  name,  and  officers  is  beneficial,  giving  continuity  to  the  club 
and  ego  development  to  its  members. 

4.  A  variety  of  interests  should  be  encouraged — social,  civic,  spiritual,  artistic,  etc. 

5.  The  professional  advisor  of  the  group  must  wield  a  vei\v  fine  hand  in  leadership. 
The  group  needs  real  leadership  to  start  on  a  firm,  continuing  foundation,  but 
the  leadership  must  gradually  be  reduced  in  ratio  to  the  ability  of  the  group  to 
govern  itself.  A  well-knit  group  will  soon  be  operating  in  such  a  fashion  that  the 
advisor  is  needed  only  to  clarify  disputes,  arrange  bookings  for  various  events, 
secure  resource  material,  and  generally  assist  on  the  fringes.  ALWAYS  each 
member  should  be  made  to  feel  to  be  of  the  utmost  value.  As  much  responsibility 
should  be  given  to  each  individual  as  he  is  capable  of  handling  to  his  and  the 
group's  satisfaction. 

To  more  effectively  serve  the  citizens  of  this  area  in  their  recreational  inter- 
ests, your  Culver  City  Department  of  Recreation  announces  its  desire  to  create 
and  establish,  in  co-operation  with  the  community,  recreational  realizations  for  its 
growing  number  of  Senior  Citizens. 

Survey  conducted  by  this  department  reveals  that  we  in  Culver  City  number 
more  than  4,.'")00  people  in  the  range  of  50  to  85  years  of  age  ! 

It  is  our  pleasure  to  announce  that  an  opening  inspirational  evening  of  "Fun 
Past  Fifty"  will  take  place  in  the  Senior  Citizens'  Building,  10918  Culver  Boule- 
vard, Culver  City,  Wednesday,  January  1,  19.58,  at  7.30  p.m. 

An  evening  of  entertainment  and  neighborly  good-fellowship  is  planned.  (List  in 
narrative  form  some  of  the  features  of  the  evening.) 

All  who  are  interested  in  this  activity  will  be  cordially  welcomed.  Come  and  bring 
your  friends  ! 

Admission  is  free. 

Yours  for  "Fun  in  the  Future !" 


Signed 
(Invitational  Announcement— Golden  Agers)  Print  or  in  color. 
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A  Culver  City  Department  of  Recreation  Activity 

GOLDEX  AGERS'  INTEREST  FINDER 
This  questionnaire  has  been  designed  in  order  to  get  your  responses  and  sugges- 
tions on  our  proposed  program  for  Golden  Agers.  Which  of  these  activities  would 
interest  you  ?  Please  check  them ! 

Crafts:  Others: 

Jewelry  making  

Flower  making 

Ceramics 

China  painting  kports: 

Creative  writing  

Crocheting  

Dressmaking  

Lampshade  making  

Leatherwork  

Millinery  

Model  building  

Painting  

Poetry  

Quilting  

Sewing  

Weaving  

Whittling 

Woodcarving 


Archery 

Bowling 

Croquet 

Horseshoes 

Volleyball 

Shuffleboard 

Ping  pong 

Tennis 

Cycling 

Flycasting 

Others : 


Quiet  Games: 
Cards 


Other  Crafts: 


Dramatics: 

Community  sings 

Concerts 

Dramatics 

Forums 

Glee  clubs 

Lectures 

Informative  movies 

Playreading 

Public  speaking 

Radio 

Variety  bands 


Checkers 
Lounging 
Chess 
Reading 
Others : 


Other  Activities: 

Civic  activities 

Trips  and  outings 

Folklore 

Others : 


What  day(s)  and  hour(s)  would  be  most  convenient? 

Would  you  like  to  meet  weekly ,  semimonthly ,  or  monthly ? 

Comments: 


Name 

Address  

Telephone. 
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RECREATION   WORKSHOP 

Held   at   Veterans   Memorial   Auditorium 
Friday,   April  27,   1956 

"Missing   Links    in    Our   Leisure   Time   Opportunities   and    Services 
for   Preteens   and    Senior    Citizens" 

A  Summary  of  the  Minutes  of  the  Discussion  Group  Entitled 
"Senior  Citizens" 

Work  Shop  Moderator — Mrs.  John  D.  Wallace — Board  Member,  West  Area  Welfare 
Planning  Council. 

Discussion    Moderator — Mrs.    Katherine    McCullough    Grant — Recreation    Planning 
Consultant,  Metropolitan  Recreation  and  Youth  Service  Council. 

Recorder — Syd  Kronenthal,  Assistant  Superintendent  of  Recreation,  City  of  Culver 
City. 

Discussion  Group  Memhers: 

Mrs.  Benjamin  Borchardt — President,  W.  L.  A.  Community  Council  of  Senior 
Citizens. 

Mrs.  E.  J.  Kennedy — President,  Pacific  Palisades  Senior  Citizens. 

Mrs.  Wayne  Davidson — Co-ordinator  of  Community  Resources,  Senior  Citizens 
Service  Center,  Los  Angeles  County. 

Mrs.  Sue  Diggles — Bureau  of  Public  Assistance,  Santa  Monica. 

Mr.  Paul  Yost — Los  Angeles. 

After  hearing  a  brief  five-minute  discussion  by  the  resource  persons,  the  senior 
citizens  discussion  group  reassembled  in  Room  No.  4.  The  moderator  then  opened 
group  discussion  with  problems  concerning  the  need  for  adequate  housing  to  provide 
leisure  time  activities  for  senior  citizens.  Mrs.  Kennedy  related  her  group  experience 
in  this  area  with  her  main  concern  being  transportation  to  and  from  the  facility. 
A  brief  discussion  ensued  regarding  using  idle  school  buses  during  the  time  that 
they  are  not  in  use  for  children.  Suggestions  were  made  relative  to  requesting  trans- 
portation aid  from  organizations  such  as  the  Red  Cross,  or  related  agencies.  Mr. 
Paul  Yost  told  the  group  that  he  was  uncertain  whether  any  particular  phase  of 
the  American  Red  Cross  program  would  cover  this,  due  to  limitations  in  the  Red 
Cross  charter.  He  did,  however,  point  out  that  this  agency  does  provide  transporta- 
tion for  disabled  veterans  and  handicapped  children  to  and  from  football  games, 
basketball  games,  etc. 

Mrs.  Wayne  Davidson  told  the  group  of  the  restrictions  and  complications  con- 
cerned with  the  use  of  school  buses.  However,  it  was  agreed  by  the  entire  group 
that  the  need  for  a  motor  corps  of  some  kind,  to  provide  transportation  for  the 
older  set,  was  neecssary  and  a  vital  part  of  the  success  of  any  senior  citizens 
program. 

The  type  of  staffing  for  an  adequate  program  was  next  discussed  with  great 
detail.  Mrs.  Kennedy  pointed  out  that  there  is  a  tremendous  potential  of  available 
human  resources  within  the  senior  citizens  group  themselves.  She  was  of  the  opinion 
that  the  so-called  "dollar  a  year"  person  or  even  the  participant  himself,  or  herself, 
could  be  utilized  for  the  major  part  of  the  direction  of  this  type  of  group,  however, 
Mrs.  Borchardt  stressed  the  importance  of  professional  leadership,  stating  that 
trained  technicians  in  working  with  groups  such  as  these  should  be  responsible 
for  the  organization  and  its  sustaining  activities.  It  seemed,  in  the  final  analysis, 
that  somewhere  between  both  theories  lay  the  ideal  situation  in  the  area  of  staffing. 
In  other  words,  with  an  adequate  amount  of  trained  professional  leaders,  utilizing 
the  vast  amounts  of  skills,  abilities  and  techniques  of  the  senior  citizens,  would 
develop    the    most    desirable    position. 

The  concern  with  actually  beginning  a  program  in  an  area  which  heretofore  did 
not  have  senior  citizens  activities  was  discussed.  This  proposed  the  heart  of  the  prob- 
lem. One  member  of  the  discussion  group  stated  that  her  agency  frequently  received 
calls  from  children  who  have  elderly  parents  living  with  them.  Their  main  concern 
was  to  "get  their  parents  out  of  the  house"  in  an  effort  to  stem  the  constant  diffi- 
culties arising  when  there  was  constant  interaction  within  a  family  group.  Mr.  Kron- 
enthal stated  that  before  attempting  to  initiate  a  program,  or  even  before  publicity 
and/or  communication  is  released  to  the  community,  an  assessment  of  the  general 
problem  is  necessary  to  determine  concrete  needs.  A  survey  should  be  made  on  a 
geographical   basis   to  find   out  how   our   elder   citizens  are   distributed   among   the 
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community.  This  investigation  will  point  out  the  best  locations  for  providing  facili- 
ties to  avoid  future  problems  such  as  transportation,  locale  and  services  needed. 
In  receiving  initial  funds  to  start  programs,  service,  fraternal  and  church  organiza- 
tions usually  are  receptive  to  sincere  co-operation,  in  terms  of  finances,  equipment, 
and  actual  aid.  In  addition,  all  public  agencies  available,  which  deal  with  the  senior 
citizens  on  both  a  federal  and  state  level,  should  be  contacted.  An  abundance  of 
research  has  been  performed  in  this  field  and  sliould  be  utilized  before  an  attempt 
is  made   to   "jump   in." 

Problems  related  to  physically  disabled  and  mentally  unadjusted  senior  citizens 
were  discussed.  It  seemed  to  the  group  that  this  type  of  program  presented  a  highly 
specialized  type  of  supervision  and  should,  perhaps,  be  considered  only  when  the 
bulk  of  the  senior  citizens  program  has  been  developed. 

In  stimulating  interest  among  senior  citizens,  notable  personalties  should  be 
contacted.  Mrs.  Kennedy  told  of  an  experience  where  Annette  Kellerman  spoke  to 
her  group,  and  of  the  tremendous  interest  and  huge  turnout  which  was  experienced. 
An  interesting  note  was  Mrs.  Borchardt's  observance  that  women  adjust  easier 
than  men  to  this  type  of  program.  Women,  she  said,  are  joiners  more  so  than  men. 
Men  hesitate  to  enter  into  an  activity  where  women  outnumber  them  proportion- 
ately. She  related  many  instances  of  having  men  walk  up  to  the  center,  look  through 
a  window  and  upon  viewing  the  abundance  of  women,  leave  for  a  nearby  bar. 
This,  she  pointed  out,  offers  a  diversion  from  their  mundane  existence  at  home, 
giving  them  a  chance  to  talk  and  to  interact  with  other  people.  The  program 
then,  must  be  well  balanced,  with  both  men  and  women,  and  should  offer  the 
senior  citizen  an  opportunity  to  relax  in  an  atmosphere  conducive  to  their  interest. 

Recommendations 

It  is  recommended  by  this  discussion  group  that  committees  be  established  for 
the  purpose  of  determining  the  need  of  the  following  services  to  senior  citizens : 

(1)  Transportation  to  and  from  facilities  or  activities. 

(2)  FaciUties  and/or  housing  which  can  be  utilized  for  activities. 

(3)  Staffing  on  a  professional  level  to  initiate  and  sustain  this  type  of  program. 

(4)  Services   to   coordinate   the   whole   program   with    other   existing    programs; 

with  community  activities ;  with  public  agencies  and  related  organizations. 

Respectfully  submitted, 

Syd  Kkonenthal,  Recorder 


City  of  Delano,  California 

June  30,  1958 
Miss  Barbara  Rosien,  Coordinator 

Senate  Interim  Committee  on  Housing  and 

Recreational  Needs  of  the  Elderly 
Los  Angeles  54,  California 

Dear  Miss  Rosien  :  Thank  you  for  your  communication  of  June  23d.  Here  in  the 
City  of  Delano  we  do  not  have  facilities  for  the  care  of  the  elderly. 

Our  efforts  in  this  regard  are  limited  to  our  general  overall  recreational  program 
in  the  city.  For  the  elderly  this  would  consist  of  spectator  activities  at  our  well- 
planned  program  for  the  young  people  (baseball,  etc.). 

Housing  and  care  of  indigent  elderly  is  taken  care  of  by  the  County  of  Kern 
through  the  Kern  General  Hospital.  For  details  of  this  you  would  have  to  write  to 
those  in  charge. 

Thank  you  for  your  interest  in  this  most  important  field. 

Sincerely  yours, 

Dr.  Clifford  F.  Loader,  Mayor 


City  of  Fremont 
Fremont,  California,  July  3,  1958 
Barbara  Rosien,  Co-ordinator 

Senate  Interim  Committee  on  Housing  and 
Recreational  Needs  of  the  Elderly 

Los  Angeles  o-i,  California 
Dear  Miss  Rosien:  It  is  indeed  heartening  to  know  the  State  is  undertaking  a 
study  of  this  type.  I  am  aware  of  the  existing  problem  and  realize  it  is  one  that  will 
continue  to  increase  in  community  importance  within  our  State. 
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As  you  know,  the  City  of  Fremout  is  only  two  years  old  aud,  as  sucli,  does  uot 
have  a  groat  deal  of  reliable  information  available  as  to  the  percentage  of  the  city's 
population  in  the  over  65  age  bracket,  nor  do  we  have  other  detailed  information 
as  to  the  needs  of  this  population  segment.  This  does  not  mean,  however,  that  we 
are  unconcerned  with  the  problem. 

Through  the  Department  of  Community  Recreation,  the  City  of  Fremont  is  devel- 
oping material  on  the  recreational  needs  of  this  age  group  and  is  attempting  to 
define  these  needs  in  terms  of  facilities  required  for  such  age  groups,  as  well  as  types 
of  programs  necessary.  In  addition  to  these  investigations  by  the  city  itself,  Wash- 
ington Township  Community  Services,  affiliated  with  United  Crusade,  is  attempting 
to  analyze  and  uncover  the  social  and  health  problems  of  this  age  group.  Unfortu*^ 
nately,  we  do  not  have  any  specific  material  available  for  you  at  this  time. 

I  have  no  particular  recommendations  to  make  as  to  proposed  legislation  regarding 

this  problem,  although  I  do  feel  that  this  is  an  important  problem  confronting  the 

State  of  California  and  one  which  needs  to  be  reviewed  in  as  complete  a  sense  as 

possible,  so  desirable  and  effective  means  may  be  developed  to  deal  with  this  problem. 

Sincerely  yours, 

M.  J.  OvERACKER,  Jr.,  Mayor 


City  of  Fresno,  California 

July  8,  1958 
Miss  Barbara  Rosien 
Los  Angeles  5^,  California 

Dear  Miss  Rosien  :  Your  letter  addressed  to  Mr.  C.  Cal  Evans  has  come  to  my 
attention,  as  the  newly  elected  Mayor  of  Fresno. 

Regarding  your  request  for  the  Senate  Interim  Committee  on  Housing  and  Recrea- 
tional Needs  of  the  Elderly,  I  turned  your  letter  over  to  Mr.  Howard  Holman, 
Director  of  Recreation  for  Fresno.  You  will  find  enclosed  a  report  from  him,  which  I 
hope  you  will  find  satisfactory. 

If  we  can  be  of  further  help  in  this  matter,  please  let  me  know. 
Sincerely, 

Arthur  L.  Selland 

June  26,  1958 
To:  Mayor  Selland 

In  regard  to  the  letter  from  the  Senate  Interim  Committee  on  Housing  and 
Recreational  Needs  of  the  Elderly  which  you  referred  to  us  this  morning,  I  know 
of  no  specific  organized  research  projects  in  either  of  these  fields  that  have  been 
conducted  in  Fresno  in  the  last  seven  or  eight  years. 

However,  the  staff  of  our  Recreational  Department  became  concerned  about  the 
recreational  needs  of  this  age  group  some  five  years  ago  and  we  made  an  informal 
study  of  the  situation  here  which,  to  be  accurate,  might  be  called  an  unstructured 
investigation  of  the  situation.  As  a  result  of  this  study,  we  decided  to  do  something 
about  meeting  the  recreational  needs  of  this  age  group. 

As  a  result  of  this  conclusion,  we  have  developed  here  in  Fresno  three  organized 
groups  of  people  60  years  of  age  and  over.  We  have  followed  certain  very  definite 
principles  in  the  operation  of  these  groups : 

1.  The  groups  are  decentralized  and  are  organized  as  three  individual  and  separate 
organizations.  This  is  done  to  afford  the  members  of  the  group  the  maximum  social 
contacts  and  friendships  and  to  permit  us  to  get  the  activities  closer  to  the  people, 
eliminating  the  need  for  transportation  to  the  greatest  degree  possible. 

2.  The  groups  are  self-contained  and  are  operated  on  a  membership  basis  and 
visitors  are  not  allowed  except  by  invitation  of  the  group  itself. 

3.  As  a  part  of  this  individual  organization  process,  new  members  are  invited  to 
join  and  can  do  so  but  sightseers  and  the  casually  curious  are  eliminated. 

4.  The  groups  choose  their  own  names  aud  have  chosen  the  following :  Holmes 
Leisure  Club,  Dickey  Senior  Assembly,  Einstein  Gay  Nineties.  The  total  membership 
of  the  three  groups  is  approximately  700  people  and  the  number  varies  somewhat 
throughout  the  year. 

5.  The  groups  meet  in  the  city's  recreation  facilities  and  are  allocated  exclusive 
use  of  certain  facilities  on  a  regular  basis  for  activities  of  their  own  choosing. 
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I  am  attaching  hereto  some  of  the  conclusions  and  standards  which  we  apply  to 
recreaTional  activities  for  this  age  group  and  which  we  further  use  m  training  the 
leadership  which  works  with  them.  ^    Holman 

Attach. 

Joint  Recreation  Board 
Fresno,  California 

OLDER   PEOPLE 

I  The  population  of  the  United  States  is  at  present  undergoing  a  remarkable 
change  In  the  last  50  years  the  population  of  this  Nation  has  shifted  from  one  of 
the  youngest  nations  in  the  world  to  one  of  the  oldest  na  ions  m  the  world.  The  19o0 
VeZus  now  shous  that  U  percent  of  the  population  of  the  Umted  States  ^s  60  yea,s 
of  age  or  older.  Insurance  company  statistics  show  that  the  life  expectancy  of  the 
wh?te  population  in  this  country  is  65  years  of  age  for  men  and  ,0  for  women. 

Trld^donally,  recreation  in  this  country  has  placed  its  major  emphasis  upon 
serving  the  needs  of  children  and  youth,  but  the  change  in  the  character  o  he 
population  of  the  United  States  has  brought  forceably  to  mmd  the  needs  of  the 
total  population  and  have  highlighted  the  problem  posed  ly  the  increased  older  popu- 

"  Older  people  need  opportunity  to  meet  new  friends  to  replace  the  relatives  and 
friends  they  lose;  they  desire  to  continue  as  active,  contributing  members  of  the 
community:  they  want  activity  that  is  stimulating,  informative  and  creative;  and 
then  tcish  to  be  recognized  as  distinctive  individuals  loho  count  for  something. 

Human  needs  of  these  kinds  are  normally  satisfied  through  the  face-to-face  contacts 
and  institutional  life  of  the  local  community.  Thus,  it  is  in  local  communities 
throughout  the  United  States  that  have  the  opportunity  to  provide  situations  that 
will  contribute  to  the  feeling  of  usefulness,  the  sense  of  belonging  and  the  emotional 
tcell-being  of  older  people.  Experience  in  several  communities  has  shown  that  older 
people  respond  well  to  opportunities  to  make  new  friends,  to  participate  in  creative 
and  recreational  activities,  to  take  part  in  civic  enterprises.  Once  they  understand  the 
nature  of  the  aging  process  and  the  origin  of  society's  attitudes  toward  older  people, 
they  are  willing  to  change  their  own  attitudes  toward  themselves  and  toward  groups 
which  they  feel  have  tended  to  reject  them. 

In  this  older  age  group,  a  small  percentage  of  the  people  are  able  financially, 
physically  and  mentally  to  occupy  their  leisure  time  profitably  and  enjoyably,  largely 
through  a  series  of  fortunate  circumstances.  However,  other  older  citizens  are  seeking 
help  in  finding  satisfactory  means  of  utilizing  their  leisure  time  in  some  effective  way 
to  gain  social  outlets  and  experiences  for  themselves.  Among  these  are  the  people  who 
have  worked  hard  all  of  their  lives  and  have  never  learned  to  play  or  have  forgotten 
how.  Others  are  older  people  with  no  family  ties  or  with  lessened  family  responsi- 
bilities who  are  eagerly  looking  for  companionship  and  sociability.  Many  are  living 
in  limited  quarters  or  living  under  financial  restrictions  which  compel  them  to  depart 
from  their  usual  leisure  time  activities  and  search  for  new  experiences  and  outlets. 

In  Fresno  we  have  approached  this  problem  in  what  we  think  is  the  most  logical 
and  reasonable  manner  possible.  The  program  in  this  city  is  designed  to  foster  the 
development  of  relatively  small  groups  of  people  icith  similar  backgrounds  and  in- 
terests into  ichat  might  be  called  neighborhood  social  groups.  In  every  case,  an 
attempt  is  made  to  start  with  relatively  few  people  and  alloto  the  group  to  grow  so 
that  a  feeling  of  neighborliness  is  fostered  and  everyone  is  given  an  opportunity  to 
participate  fully  and  to  become  acquainted  with  the  total  membership  of  the  group. 

The  groups  at  this  time  are  primarily  social  in  nature,  as  it  is  our  feeling  that 
this  is  probably  the  best  introduction  for  the  individuals  comprising  the  groups.  The 
possibilities  for  activities  within  the  groups  are  limitless  but  any  new  activity  must 
be  introduced  slowly  and  carefully. 

II.  Working  with  a  group  of  older  citizens  presents  very  definite  problems,  most 
of  which  stem  from  the  attitude  of  the  groups,  which  is  in  turn  a  reflection  of  the 
backgrounds,  interests  and  attitudes  of  the  individuals  within  the  group. 

It  must  be  remembered  that  the  members  of  any  group  of  older  people  do  not 
consider  themselves  old,  for  after  all,  the  word  "old"  is  merely  a  relative  term  and 
depends  entirely  upon  the  point  of  view  of  the  person  using  the  term.  To  the  10- 
year-old  child,  a  person  of  25  is  old,  and  at  any  given  age  this  concept  changes; 
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with  the  age  at  which  a  person  hecomes  old  increasing  as  the  age  of  the  individual 
using  the  term  increases. 

PraciicdUy  all  of  the  memhers  of  a  group  of  older  people  hare  more  leisure  time 
than  they  have  had  since  they  were  children.  The  current  trend  in  the  shortening  of 
the  work  week,  early  compulsory  retirement  and  improved  health  conditions  have 
combined  to  force  upon  this  groui)  leisure  time  whether  they  want  it  or  not.  JNIedical 
science  has  now  evolved  a  complete  specialty  field  known  as  gerontology,  which  is 
devoted  to  the  study  of  the  physical,  mental  and  psychological  problems  of  the  aging. 
Many  of  these  specialists  do  not  agree  that  retirement  at  a  fixed  age  is  a  good  thing 
and,  in  fact,  some  gerontologists  are  positive  in  their  opinion  that  enforced  leisure 
may  be  a  serious  hazard  to  a  full  and  happy  life. 

Aging  is  a  biological,  psychological  and  social  process  irhich  changes  the  individual 
and  the  situation  in  tohich  he  lives.  To  these  changes,  which  include  retirement  from 
work,  reduced  income,  loss  of  spouse,  decline  of  biological  and  psychological  functions, 
onset  of  chronic  illness  and  reduced  activity,  the  older  person  is  forced  to  make 
adjustment.  The  type  of  adjustment  he  makes  is  conditioned  by  his  own  personality 
and  experience,  by  the  roles  assigned  by  society  to  older  people,  and  by  the  oppor- 
tunities available.  Contrary  to  earlier  popular  belief,  it  has  been  shoirn  that  mental 
processes  can  continue  at  a  high  level  well  into  the  advanced  years.  It  may  be,  too, 
that  the  same  factors  which  produced  greater  longevity  have  also  extended  the  period 
of  general  vitality  of  phy.sical  capacity.  Older  people  are  therefore  capable  of  remain- 
ing alert,  functional  members  of  the  community,  making  full  and  enjoyable  use  of 
their  later  years. 

Over  10  percent  of  this  older  age  group  are  no  longer  gainfully  employed  and  are 
living  on  pensions,  savings,  charity  or  on  family  contributions.  Over  55  percent  of 
these  people  have  been  productive,  responsible  members  of  society  all  of  their  working 
lives.  Inevitably  these  two  factors  produce  a  feeling  of  being  passed  by  or  overlooked 
by  the  rest  of  society  at  a  time  when  they  are  still  physically  capable  and  in  full 
possession  of  all  of  their  faculties. 

It  must  be  remembered  that  people  in  this  age  group  think  more  slowly,  move 
more  slowly  and  arrive  at  decisions  more  slowly  than  younger  people.  However, 
allowed  to  proceed  at  their  own  pace,  this  group,  as  a  whole,  is  capable  of  direct- 
ing their  own  destinies,  planning  their  own  pi-ograms  and  administering  their  own 
activities.  If  allowed  adequate  time  and  offered  sufficient  resources,  much  of  the 
inaction  and  frustration,  common  to  these  people,  can  be  avoided. 

III.  Dealing  with  groups  of  older  people  is  not  a  particular  problem  if  several 
specific  things  are  remembered.  (1)  Leaders  rvorking  toith  this  group  must  at  all 
times  remember  that  the  group,  as  a  whole,  will  move  more  slowly  than  a  group 
of  younger  people.  (2)  The  individuals  in  the  group  are  jealous  of  their  independ- 
ence and  will  react  passively  or  actively  at  any  attempt  to  dominate  them..  (3) 
The  group,  as  a  whole,  is  intelligent  and  alert  and,  for  the  most  part,  receptive 
to  logical  or  attractive  suggestions  and  icill  eagerly  accept  suggestions  provided 
sufficient  time  is  allotved  for  discussions  and  evaluations  of  suggestions  by  the 
group.  (4)  The  memhers  of  the  group  bring  with  them  all  of  their  interests,  needs, 
tastes  and  even  prejudices  which  they  have  accumulated  over  a  long  and  fruitful 
life  and  ivill  not  ivillingly  or  easily  make  major  changes  in  any  of  these  character 
traits.  Therefore,  the  position  of  the  leader  working  with  older  people  is  that  of  a 
catalyst  and  resource  agency.  The  leader  acts  as  a  catalyst  to  bring  the  group 
together  and  to  stimulate  them,  to  self  activity  organized  and  administered  in  a 
truly  democratic  way.  The  leader  is  a  resource  agency  in  providing  suggestions 
and  full  information  on  possible  activities,  methods  of  operation  and  techniques 
of  effective  group  action. 

The  professional  recreation  leaders  assigned  to  the  groups  now  in  existence 
in  Fresno  work  with  the  groups  in  the  manner  defined  above.  Volunteer  assistance 
to  the  groups  will  only  be  useful  if  it  functions  in  the  same  capacity  and  with  the 
same  attitude  as  has  been  established. 

IV.  Recreation  programs  for  older  people  is  the  newest  addition  to  the  many 
functions  of  public  recreation  departments.  It  represents  a  fundamentally  new 
concept  in  the  responsibilities  and  functions  of  pu])lic  recreation.  To  my  opinion, 
this  addition  is  one  of  the  most  important  of  our  many  activities  and  will  con- 
tinually increase  in  its  importance  as  the  years  pass. 

At  this  moment  we  are  definitely  feeling  our  way  in  our  philosophy  toward  the 
program,  in  the  activities  to  be  included  in  the  program  and  in  the  techniques  of 
group  work  and  leadership  to  be  applied  to  the  program. 
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Those  of  you  who  have  volunteered  to  assist  iu  the  program  face  a  triple 
responsibility  which  presents  a  tremendous  challenge  to  each  of  you. 

(1)  You  have  a  responsibility  to  sell  yourself  to  the  provp  to  which  you  are 
assig7ied,  for  unless  the  group  accepts  you  fully  and  tcithout  reservation  your  con- 
tribution as  a  leader  will  be  limited. 

(2)  You  are  faced  with  the  responsibility  of  pioneering  in  a  new  and  growing 
program  which  will  demand  a  maaimum  of  intelligence  and  good  judgment  in 
order  to  provide  sound  growth  and  satisfactory  experiences  for  a  whole  segment  of 
the  population  relatively  new  to  public  recreation. 

(3)  You  have  a  responsibility  for  evaluation  on  which  future  groicth  can  be 
based;  evaluation  of  the  organization,  the  activities  and  the  reactions  of  the  group. 

There  is  no  particular  formula  that  will  serve  as  an  easy  guide  to  success.  How- 
ever, someone  once  said  that  the  only  pay  a  volunteer  receives  is  the  personal 
satisfaction  of  doing  well  a  job  that  has  a  meaning  to  society.  I  think  that  this 
assignment  offers  a  job  meaningful  to  society,  important  to  this  city,  to  our 
State  and  to  the  country  which  will  make  a  genuine  contribution  to  the  health, 
happiness  and  contentment  of  many  deserving  citizens. 

HOWARD  B.  HOLMAN 
Director  of   Recreation 

RECREATION    FOR   OLDER   PEOPLE 

I.  As  you  have  previously  heard,  the  recreation  program  for  older  people  in 
Fresno  is  established  on  a  decentralized  basis,  consisting  of  small  groups  in 
various  areas  of  the  city.  Generally  speaking,  the  groups  are  limited  to  a  maxi- 
mum of  200  people  and  in  cases  where  facilities  are  limited  the  groups  will  be 
smaller.  At  this  moment  there  are  two  groups  in  existence :  the  Holmes  Leisure 
Club,  with  a  current  membership  of  100  people  which  will  shortly  be  expanded  to 
200  people,  and  the  Dickey  Senior  Assembly  with  approximately  75  people  as 
members.  Rather  than  increase  the  size  of  these  clubs,  further  additional  groups 
will  be  developed  in  other  areas  of  the  city. 

Both  of  the  groups  currently  in  existence  have  their  own  constitutions  developed 
by  the  members  and  operate  under  the  supervision  of  the  Recreation  Department, 
meeting  in   recreation  department  facilities. 

There  are  only  three  major  restrictions  imposed  upon  the  groups  by  the  Recrea- 
tion Department.  They  are:  (1)  There  shall  be  no  discussion  of  religion;  (2) 
There  shall  be  no  discussion  of  politics;  and  (3)  The  activities  in  the  program. 
shaU  not  offend  standards  of  good  morals  and  good  taste.  Beyond  this  point  the 
membership  of  the  groups  are  at  liberty  to  organize  such  activities  as  they  desire, 
and  to   administer  their  own  programs. 

It  should  be  clearly  understood  that  each  group  operates  as  a  self-governing  body, 
electing  their  own  officers,  their  own  board  of  directors  and  appointing  their  own 
committees.  Each  group  has  the  privilege  of  making  a  small  charge  for  dues  to 
defray  their  internal  expenses,  if  they  so  desire.  The  Recreation  Department  makes 
no  charge  whatever  for  the  use  of  facilities  or  the  provision  of  leadership. 

The  officers  of  the  Holmes  Leisure  Club  are  elected  every  three  months  and  those 
of  the  Dickey  Senior  Assembly  every  six  months.  The  relatively  rapid  turnover  of 
officers  is  in  the  nature  of  an  experiment  and  is  not  a  matter  of  general  policy  at 
this  moment.  It  is  our  thinking  that  a  short  term  for  the  officers  is  desirable  in  order 
to  encourage  active  participation  by  as  many  members  as  possible  and  to  avoid  the 
domination  of  the  group  by  any  small  group  of  overly  aggressive  people.  It  is  our 
feeling  that  these  groups  should  be  made  up  of  members  who  actively  participate 
in  activities  which  they  themselves  provide  and  should  not  have  a  program  of  things 
done  for  the  group. 

To  date  the  programs  of  the  two  groups  are  definitely  social  in  nature  as  this  was 
the  most  immediate  need  of  the  people  involved  and  seems  to  be  the  source  of 
greatest  attraction  to  members. 

Each  of  the  groups  started  from  a  relatively  small  number  of  people,  ranging  from 
5  to  13,  and  has  grown  on  the  basis  of  selective  additions  in  order  to  insure  con- 
genial and  compatible  social  groupings.  The  selection  of  membership  has  been  by  the 
members  of  the  group  and  has  in  no  way  been  suggested,  recommended  or  otherwise 
influenced  by  the  recreation  department. 

Currently  the  age  range  of  the  total  membership  is  from  60  years  of  age  to  85 
years  of  age. 


HOUSING  AND  RECREATIONAL  NEEDS  OF  THE  ELDERLY  71 

II.  Activities  currently  in  progress  include  card  games,  quiet  games,  ballroom  and 
folk  dancing,  special  events  and  business  meetings.  These  activities  have  been  selected 
by  the  members  themselves  and  have  grown  from  the  needs  and  interests  of  the 
groups. 

III.  Possible  activities  in  the  program  are  virtually  unlimited.  However  it  must 
be  remembered  that  in  working  with  people  of  this  age  it  is  wise  to  add  only  one 
new  activity  at  a  time  and  to  make  the  addition  a  matter  of  education  and  selling 
so  that  the  group  itself  accepts  and  approves  the  activity.  A  list  of  suggestions  that 
have  proven  popular  with  older  people  would  inchule : 

Card  games,  such  as  bridge,  canasta,  pinochle,  cribbage  and  whist,  are  an 
important  part  of  almost  every  program. 

Games — checkers,  chess  and  others — are  popular  among  some  groups. 

Outdoor  games,  such  as  roque,  croquet,  bowliug-ou-the-green,  shuffleboard  and 
horseshoes  are  popular  in  some  clubs. 

Ballroom,  folk  and  squai'e  dancing  are  popular.  In  some  centers  folk  dancing 
classes  are  given. 

Gala  occasions  to  highlight  the  program.  Costume  parties  are  especially  popular. 
Other  citys'  centers  hold  a  monthly  birthday  party  for  members  celebrating  birthdays 
during  that  month. 

Many  groups  hold  an  annual  hobby  show  or  bazaar  to  raise  funds  for  the  center. 

Classes  in  handicrafts,  sewing,  knitting,  millinery,  choral  singing,  charm  and 
current  events  are  an  important  part  of  the  activities  in  some  groups. 

Service  projects  are  important  program  contributions  for  older  people  who  want 
to  be  needed  by  their  communities.  Red  Cross  first  aid  and  civil  defense  are  popular 
classes. 

Sewing  and  knitting  groups  make  afghans  and  layettes  for  welfare  agency  distribu- 
tion. Other  groups  volunteer  for  service  dui'ing  Red  Gross  and  Community  Chest 
drives. 

Picnics  and  outings  are  popular. 

Trips  to  see  historic  landmarks  and  other  educational  excursions  are  taken  in 
chartered  buses. 

Hobby  groups — poetry  lovers,  photographers,  ruck  and  gem  collectors,  and  stamp 
and  coin  enthusiasts — hold  meetings  apart  from  the  regular  program. 

Strenuous  activities  should  be  avoided.  Controversial,  religious  and  political  topics 
should  not  I)e  discussed,  because  some  older  people  are  rigid  in  their  political  and 
religiovs  'beliefs,  and  it  would  be  unwise  in  a  recreation  program  to  introduce  topics 
that  might  distress  individual  m embers. 

IV.  Background  for  the  job.  The  key  to  successful  leadership  in  any  recreation 
group  is  for  the  leader  to  become  idenlified  in  the  minds  of  the  group  as  one  of  them. 
A  leader  who  is  not  accepted  by  the  group  is  worse  than  useless  and  becomes  a 
positive  handicap  to  the  program  in  recreation.  There  is  no  compulsion  on  any 
member  of  the  group  to  attend  or  participate  in  group  activities.  Therefore,  the 
leader  must  be  thoroughly  accepted  and  must  adapt  his  own  standards  and  techniques 
to  those  of  the  group  before  attempting  new  activities,  adjusting  of  the  group  pro- 
cesses, or  altering  of  the  group  standards. 

With  older  people  it  is  imperative  to  remember  that  they  are  jealous  of  their 
independence  and  rightly  believe  that  they  arc  capable  of  planning  and  directing  their 
own  lives  and  leisure  activities. 

The  qualifications  of  a  good  leader  can  be  simply  stated.  They  are  :  Sympathy  and 
understanding  of  older  people  and  experience  in  working  loith  people  of  all  ages; 
patience,  understanding  and  the  ability  to  plan  and  carry  through  a  program  that 
tvill  benefit  and  stimulate  the  membership;  and  belief  in  the  capacity  of  the  older 
person  for  grotvth  and  change. 

The  function  of  the  leader  in  working  with  groups  of  older  people  is  to  be  a 
catalytic  agent  and  to  provide  resources  and  suggestions  to  the  group.  Skilled 
leadership  is  needed  for  older  people  who  lack  experience  in  group  activities  and 
for  those  roho  had  few  recreation  opportunities  in  their  earlier  years.  In  some 
groups,  liowever,  the  membership  is  capaJile  of  taking  full  charge  of  the  social 
program  once  it  is  launched.  The  leader  needs  to  work  with  individuals  in  a  personal 
way  so  that  each  member  may  achieve  a  feeling  of  acceptance,  and  experience  satis- 
faction from  his  own  participation  in  the  program.  The  leader's  function,  therefore, 
though  mainly  administrative  in  carrying  out  the  policy  of  the  sponsoring  agency 
and  in  initiating  and  supervising  the  program  in  a  general  way — with  committees 
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from  the  membership  carrying  it  tnit  iu  detail — the  leader  also  must  work  closely 
with    the    individual    members. 

Addition  of  activities  to  the  program  can  not  be  a  haphazard  process  but  must 
be  the  result  of  careful  evaluation  through  planning  and  intelligent  presentation. 
The  age  of  the  viemhers,  the  size  of  the  group,  the  facilities  ami  funds  availaljle 
and  the  climate  of  the  locality  will  all  help  to  determine  the  kind  of  program  that 
will  best  serve  the  needs  of  a  particular  group  of  older  people.  Experienced  leaders 
stress  the  fact  that  a  program  should  grow  out  of  the  members'  own  interests.  If 
some  have  a  hobby  or  avocation,  it  is  advisable  to  build  a  group  around  such  an 
activity,  call  in  experts  to  talk  about  it  or  form  a  class,  and  let  members  carry  on 
fi-om  there.  For  example,  when  members  express  interest  in  playing  bridge  or 
canasta  but  feel  they  do  not  play  a  very  good  game  and  a  teacher  is  brought 
in  to  give  a  few  lessons,  the  members  will  gain  in  interest  as  well  as  in  skill  and 
confidence. 

Special  techniques  and  knonledge  ichich  trill  he  vseful  in  ^corking  with  the 
older  age  groups  are  nil  the  social  skills,  tact  and  diplomacy  which  arc  part  of 
gracious  liring  and  which  can  he  applied  to  any  group  regardless  of  ajc.  Knowledge 
of  simple  crafts,  of  various  card  games,  or  simple  dancing  will  be  extremely  valuable. 
The  al)ility  to  participate  graciously  without  dominating  an  activity  will  be  of 
very  practical  assistance  in  gaining  acceptance  from  the  group  and  in  introducing 
new  activities.  Perhaps  one  of  the  best  ways  of  introducing  new  activities  is  to 
suggest  to  a  small  portion  of  the  membership  that  they  try  a  particular  activity. 
Such  an  approach  must  be  made  on  the  basis  of  "why  don't  we  try"  and  the 
suggestion  should  not  be  made  until  the  leader  is  able  to  introduce  the  activity 
quickly  and  effectively  so  that  the  participants  will  be  able  to  enjoy  their  early 
experiences  with   the  activity. 

Y.  Our  plan  of  action  from  this  point  on  is  based  on  a  casual  and  gradual 
introduction  of  you  to  the  older  age  group  with  whom  you  will  work.  We  have 
given  you  some  general  idea  of  the  situation  in  today's  meeting  and  sincerely 
hope  that  yo\i  will  ask  any  and  all  questions  which  may  occur  to  you  in  order 
that  you  will  have  a  clear  picture  of  the  people,  the  program  and  of  our  hopes  for 
the  program. 

You  will  next  be  invited  to  attend  the  meetings  of  one  of  these  groups  as  a 
guest  and  during  such  attendance  we  suggest  that  you  take  the  opportunity  to 
observe  carefully  the  activity,  group  processes  and  reactions  of  the  group  itself  and 
of  each  of  its  members. 

You  will  then  be  assigned  as  an  assistant  to  one  of  these  groups  and  must 
use  your  own  intelligence  and  judgment  as  to  the  speed  of  progress  from  that 
point  on. 

A  professional  recreation  leader  is  assigned  to  each  of  the  groups  and  will  be 
available  during  and  after  their  meetings  for  discussions  and  if  you  have  further 
questions  I  may  be  reached  here  at  the  Playground  Department  office,  or  by  tele- 
phone, 6-S031,  extension  237. 

Mary  Solo,  Supervisor  of  Recreation 


City  of  Galt 
Galt,  Califokxia,  June  26,  1958 
Miss  Barbara  Rosiex 

Senate  Interim  Committee  on  Housing  and 
Recreational  Seeds  of  the  Elderly 
Los  Angeles  5Jf,  California 
Dear  Miss  Rosiex  :  Kindly  be  advised  no  study  of  any  nature  relevant  to  your 
committee's  request  has  ever  been  made  in  this  city  to  my  knowledge. 

This  city  has  approximately  one  hundred  elderly  citizens  classified  as  in  this 
category  or  approximately  one-sixteenth  percent  of  the  local  population.  The  agency 
that  possibly  has  investigated  this  facet  of  study,  or  any  allied  problems  is  a 
segment  or  branch  of  what  is  known  to  me  as  the  Towusend  Club. 

I  hope  this  will  broadlv  answer  vour  questions  relevant  to  vour  letter  of  June 
23, 1958. 

Thank  you, 

B.  T.  Casado 

Mayor  of  the  City  of  Gait 
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Hay  WARD  Area  Park,  Recreation  and  Parkway  District 

September  3,  1958 
Miss  Barbara  Rosien,  Go-ordinator 

Senole  Interim  Committee  on  Housiii;/  and 
J'errentional  Needs  of  the  I'JIderh/ 
Los  Anf/eles  5//,  Californiii 
Dear  jMiss  Rosien  :  Your  letter  to  the  Mayor  of  Hayward  regarding  the  study  of 
the  California  State  Interim  Committee  on  Needs  of  the  Elderly  has  been  referred  to 
this  office. 

The  Ilayward  Area  Recreation  District  began  its  program  for  the  elderly  in  1955 
with  the  establishment  of  a  Senior  Citizen  Club  in  Hayward.  This  program  now 
includes  tluee  clubs  meeting  regularly  and  serving  the  recreational  needs  of  men  and 
women  over  50  years  of  age  in  Castro  Valley,  San  Lorenzo  and  Hayward  areas 
within  our  Recreation  District.  Each  club  is  cosponsored  by  a  Soroptimist  Club, 
namely,  Soroptimist  International  of  Hayward,  of  San  Lorenzo,  and  of  Castro 
Valley. 

The  Recreation  District  has  not  conducted  surveys  of  the  type  which  you  men- 
tioned in  your  letter,  but  San  Lorenzo  and  Castro  Valley  Soroptimist  Clubs  con- 
ducted surveys  prior  to  the  organization  of  the  two  clubs  which  they  cosponsor.  We 
refer  you  to  the  following  for  detailed  information  :  Mrs.  Theora  Linden,  8901  Castro 
Valley  Boulevard,  Castro  Valley.  The  other  is  Mrs.  Eve  Van  Risen,  725  Via  Marin, 
San  Lorenzo. 

If  you  would  be  interested  in  our  activity  program,  we  would  be  happy  to  send 
you    information.    For   general    information    about    the    Recreation    District    we    are 
sending  you  a  copy  of  our  recent  Pictorial  Report.  Please  let  us  know  if  we  can  be 
of  further  help  in  your  study. 
Sincerely, 

Everet  L.  Gale,  Superintendent 

By  June  C.  Yeates,  Director  of  Recreation 


City  of  Long  Beach 
Long  Beach  2,  California,  July  31,  1958 
Miss  Barbara  Rosien,  Co-ordinator 

Senate  Interim  Committee  on  IIoitsiiKj  and 
Recreational  Needs  of  the  Elderly 
Los  Angeles  54,  California 

Dear  Miss  Rosien  :  This  is  in  reply  to  your  letter  of  June  23,  1958,  to  Mayor 
Raymond  C.  Kealer,  requesting  information  and  material  which  would  be  of  value 
to  the  committee  in  the  course  of  its  studj'. 

The  agency  in  Long  Beach  which  has  given  the  most  study  to  the  problems  of  the 
aged  is  the  Community  Welfare  Council.  In  1955  the  Community  Welfare  Council, 
in  conjunction  with  the  City  Health  Department  and  the  Long  Beach  Public  Schools, 
prepared  a  comprehensive  report  entitled  "The  Senior  Citizen  in  Our  Community." 
This  report  has  been  followed  recently  by  a  pamphlet  entitled  "Good  Years  for  Our 
Senior  Citizens,"  which  contains  recommendation.s  predicated  upon  the  findings  of 
the  prior  report.  Three  copies  of  each  of  these  publications  are  transmitted  herewith. 
We  are  also  transmitting  a  copy  of  a  communication  from  Dr.  I.  D.  Litwack,  Health 
Officer  for  the  City  of  Long  Beach,  which  provides  some  additional  information 
relative  to  the  problems  of  the  aged  in  this  city. 

We  hope  that  this  information  will  be  of  value  to  the  committee  in  the  course  of 
its  study. 

Very  truly  yours, 

Samuel  E.  Vickers,  Citij  Manager 
By  LoREN  W.  McCannon,  Administrative 
Assistant  to  the  City  Manager 
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Los  At.tos,  California,  July  9,  1958 
Miss  Barbara  Rosien,  Co-ordinator 

Housing  and  Recreational  Needs  of  the  Elderly 
Los  Angeles  5),  California 

Mt  Dear  Miss  Rosien  :  Your  letter  of  Juue  23,  1958,  addressed  to  our  mayor, 
Honorable  Irving  L.  Atkinson,  was  referred  to  me  for  reply,  as  president  of  our 
recently  organized  project  for  the  elderly  citizens  of  this  conimuuity. 

The  name  of  our  project  is  the  "Garden  House  Association."  (So  named  because 
it  is  located  in  a  city-owned  house  in  the  little  city  park  next  to  a  Japanese  garden 
which  the  Garden  Club  of  Los  Altos  established  as  a  gift  to  the  city.) 

The  objective  of  our  Garden  House  Association  is  to  provide  social,  recreational 
and  educational  activities  for  its  members. 

Membership  fees  are  required  in  order  to  care  for  the  maintenance  of  the  property, 
such  as  telephone,  light,  heat,  etc.,  and  to  furnish  the  eight  rooms,  provide  equipment 
for  recreation  such  as  shuffleboard,  weaving  and  other  handicrafts,  arts  and  hobbies, 
and  social  activities  such  as  music,  dancing  and  bridge,  and  other  table  games. 

However,  no  citizen  shall  be  barred  from  membership  for  lack  of  ability  to  pay 
the  dues.  The  board  of  directors  shall  have  authority  to  admit  to  membership,  any 
resident  of  this  area,  regardless  of  his  ability  to  pay. 

We  hope  to  secure  financial  assistance  and  .support  from  the  service  organizations 
of  this  area,  along  with  our  own  money-raising  projects. 

Plans  for  such  an  organization  began  in  January  of  this  year,  by  a  small  group 
of  citizens  interested  in  geriatrics.  From  their  study  of  the  needs  of  our  community 
Garden  House  was  begun. 

The  house  was  made  available  to  us  July  1st.  We  are  now  in  the  process  of  moving 
in.  In  the  meantime  we  have  developed  our  organization. 

We  have  mainly  retired  people  in  this  community.  We  began  our  project  by  hold- 
ing public  meetings  for  senior  citizens  who  might  be  interested.  The  response  was 
far  beyond  our  expectations.  Our  monthly  meetings  held  in  a  school  auditorium, 
began  in  March.  We  now  have  a  member.ship  of  160,  although  we  have  had  no 
membership  drives.  Memberships  have  been  applied  for  by  those  interested. 

This  project  has  the  hearty  approval  of  the  community,  for  with  the  exception 
of  church  activities  there  are  no  recreational  opportunities  for  the  senior  citizens, 
many  of  whom  are  recent  arrivals  and  still  strangers  in  the  community. 

However,  older  citizens  who  have  lived  here  for  many  years  are  most  active  in 
the  project. 

We  are  hoping  in  the  near  future  (a  few  years)  to  be  able  to  finance  the  building 
of  an  assembly  hall  adjoining  our  present  Garden  House  where  we  will  have  room 
for  our  regular  monthly  meetings  of  all  members,  in  addition  to  our  daily  open  house 
for  special  activities. 

We  feel  there  is  a  real  need  for  this  organization  in  our  community  and  we  will 
gladly  furnish  you  with  details  of  our  progress  from  time  to  time  if  you  so  desire. 
Sincerely  yours, 

BLANCHE  L.  LA  DU 

President  of  the  "Garden  House  Association  of  Los  Altos" 


Office  of  the  Mayor 
Los  Angeles  12,  California,  December  10,  1958 
Senate  Interim   Committee  on  Housing 
and  Recreation  Needs  of  the  Elderly 
Los  Angeles  54,   California 

Attention :  Miss  Barbara  Rosien,  Co-ordinator 
Dear  Miss  Rosien  :  I  am  happy  to  participate  with  the  California  State  Senate 
Interim    Committee    on    Housing    and    Recreational    Needs    of    the    Elderly,    in    the 
process   of   preparing   a   preliminary   study   of   the   housing   and    recreational   needs 
of  the  elderly  population  in  this  State. 

In  summary   form   I   would  like   to   report   the  activities  of   various   departments 
of  this  city. 

1.  Recognizing  the  need  for  a  concerted  housing  program  including  facilities  to 
accommodate  our  senior  citizens,  I  appointed  a  Citizens  Urban  Renewal 
Advisory  Committee  in  co-operation  with  the  city  council  and  leading  organi- 
zations, including  representation  from  business,  civic,  church  and  labor 
organizations. 
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2.  The  Urban  Renewal  Section  of  the  Planning  Department  has  compiled  per- 
tinent information  concerning  onr  elderly  citizens  in  24  urban  renewal  study- 
areas,  with  the  objective  of  determining  senior  citizen  population  densities, 
problems  and  their  solutions. 

3.  To  stimulate  interest  and  co-ordinate  planning  for  adequate  low  cost  housing 
for  senior  citizens,  the  Citizens  Urban  Renewal  Advisory  Committee  held  a 
conference  with  representatives  of  20  nonprofit  organizations  and  the  field 
representative  of  the  Federal  Housing  and  Home  Finance  Agency  to  discuss 
how  nonprofit  organizations  could  participate  in  programs  for  housing  elderly 
citizens  under  Section  207  of  the  National  Housing  Act  of  1954,  as  amended. 
Subsequent  meetings  have  been  held  individually  and  collectively  to  work 
toward  the  establishment  of  a  co-ordinated  program. 

4.  A  special  survey  is  presently  being  conducted  by  the  West  Area  Welfare 
Planning  Council  with  a  view  towards  obtaining  specific  information  concern- 
ing those  citizens  in  the  Sawtelle  Urban  Renewal  Project  Area  who  are  unable 
to  comply  with  the  city's  program  of  rehabilitation  without  undue  hardship. 
In  this  area,  at  least  17  percent  of  the  population  are  senior  citizens.  The 
Citizens  Urban  Renewal  Advisory  Committee  is  awaiting  results  of  this 
survey,  at  which  time  senior  citizens  hardsliip  cases  will  be  reviewed  and  recom- 
mended solutions  are  anticipated. 

5.  The  Department  of  Recreation  and  Parks  has  been  constantly  evaluating  and 
adapting  its  program  to  meet  the  increasing  demands  of  senior  citizens  for 
activities  and  facilities  in  order  to  provide  more  appropriate  services  for 
this  age  group.  The  present  park  bond  program  includes  $630,000  specifi- 
cally for  18  senior  centers  to  be  located  throughout  the  city.  Several  of  these 
have  already  been  started.  They  will  average  approximately  $35,000  each. 
The  department  estimates  the  accumulative  attendance  to  all  parks,  beaches, 
playgrounds,  swimming  pools,  museums,  etc.,  within  the  Recreation  and  Park 
Department  system  of  this  city  exceeds  a  total  of  80,000,000  visits  in  one 
calendar  year.  Approximately  8,000,000  of  such  visits  will  be  persons  in  the 
senior  citizen   category. 

There  are  approximately  100  senior  citizen  clubs  in  the  Los  Angeles  area 
which  are  affiliated  with  the  Senior  Citizens  Association  of  Los  Angeles 
County,  Inc.  Twenty-two  of  these  clubs  are  centered  at  parks  and  playgrounds 
in  this  city. 

In  view  of  the  constant  migration  of  senior  citizens  in  this  area,  the  increased 
longevity  of  our  population  and  with  the  large  number  of  senior  citizens  who  have 
been,  or  who  will  be  required  to  be  relocated,  I  have  requested  the  Office  of  Urban 
Renewal  Co-ordination  and  the  Citizens  Urban  Renewal  Advisory  Committee  to 
study  this  problem  and  develop  a  comprehensive  program  for  housing  our  senior 
citizens.  I  hope  to  have  this  study  complete  by  January  1,  1959,  and  I  will  be  glad 
to  make  a  copy  of  this  report  available  to  the  Senate  interim  committee. 

I   am   very   interested   and   concerned   with    the   problems   of   our   senior   citizens 
which  at  the  present  time  number  approximately  225,000.   It  is  my  sincere  desire 
that  the  City  of  Los  Angeles  will  endeavor  to  meet  and  solve  this  problem  along 
with  other  major  problems  of  our  growing  dynamic  metropolis. 
Very  truly  yours, 

NORRIS  PouLSON,  Mayor 


City  of  Newport  Beach, 

June  26,  1958 
Senate  Interim  Committee 
on  Housing  and  Recreational 
Needs  of  the  Elderly 

Los  Angeles  5 4,  California 

Attention  :  Miss  Barbara  Rosien,  Co-ordinator 
Gentlemen  :  Your  letter  of  June  23d  to  Mayor  James  B.  Stoddard  was  forwarded 
to  me  for  comment.  I  am  sure  that  anything  I   might  present  on  the  matter  has 
been  brought  to  your  attention  through  the  State  Recreation  Commission  (Mr.  S.  S. 
Winans).  However  for  the  record,  I  offer  this  reflection. 

It  is  generally  considered  that  recreation,  particularly  that  which  is  administered 
by  a  municipality,  is  primarily  for  children.  The  development  of  programs  and  facili- 
ties for  the  adult  citizen   has  been  gaining  prominence  during   the  past  10   years 
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and,  today,  has  reached  a  point  of  crystalizatiou  through  the  undeniable  realiza- 
tion of  the  community  responsibility  to  the  senior  citizens,  especially  the  retired 
and  semiretired  people. 

Southern  California,  in  view  of  its  ideal  climate  and  natural  recreation  areas, 
is  a  most  attractive  region  to  the  retired  person.  As  a  result  many  people  come 
from  all  parts  of  the  country  to  spend  the  declining  years  of  their  life  in  our  State. 
Santa  Barbara,  Ojai,  Montecito,  Carmel,  Los  Angeles,  Long  Beach,  Newport  Beach, 
Palm  Springs,  Laguua,  San  Diego,  and  other  southern  cities  are  feeling  the  impact 
of  the  elderly  retired  citizen  who  has  come  to  live  in  the  community.  As  a  rule 
they  live  modestly  and  contribute  comparatively  little  to  the  tax  revenues  which 
support    the    recreation    program. 

Recreation,  so  broad  in  scope,  and  so  far  behind  in  the  ability  to  provide  for 
the  needs  of  all  citizens,  is  restricted  in  adequacy  to  provide  for  capital  development 
of  areas  and  facilities  for  all  ages.  Adult  recreation,  that  which  conforms  with  the 
need  of  the  senior  citizen,  is  dependent  upon  relatively  expensive  facilities.  Com- 
munity buildings,  meeting  rooms,  shuffleboard  courts,  bowling  greens,  roque  courts 
and  horseshoe  pits,  if  properly  designed  and  constructed,  are  a  costly  item. 

Briefly,  and  to  the  point,  state  aid  to  cities  for  the  acquisition  of  such  facilities 
is    desperately    needed. 

The  importance  of  recreation  for  the  senior  citizen  is  obvious ;  for  the  need  for 
friends,  companionship,  interests  and  social  interchange  does  not  recede  as  we  grow 
older — its  importance  grows  with  us.  The  city  that  recognizes  and  can  meet  the 
needs  of  the  senior  citizen  will,  as  a  result,  contribute  substantially  to  the  civic 
morale   and   public   pride   of   the    entire    community. 

Your    concern    and    interest    in    this    matter    is    appreciated.    If    there    should    be 
future  occasions  when  I  may  be  of  assistance,  please  do  not  hesitate  to  call  upon  me. 
Respectfully   yours, 

James  B.   Stoddard,  Mayor 

City  of  Newport  Beach 

By  R.  H.  Abernathy,  Director 

Parks,  Beaches  and  Recreation  Department 


City  of  Orange 

August  15,   1958 
State  Interim   Committee  on 
Housing  and  Recreational  Needs 
of  the  Elderly 

Los  Angeles  54,  California 

Attention :  Miss  Barbara  Rosien,  Co-ordinator 

Dear  Miss  Rosien  :  Your  letter  addressed  to  L.  K.  Housley,  Mayor  of  the  City 
of  Orange,  has  been  handed  to  me  this  week  for  reply  as  I  was  recently  appointed 
Mayor  of  Orange. 

Oi-auge  is  a  city  of  about  25,000  people,  including  many  elderly.  A  large  number 
of  these  elderly  people  have  lived  in  the  community  for  years  and  an  equally  large 
number  have  come  to  Orange  to  retire.  Most  of  these  people  have  small  incomes  on 
which  to  retire  and/or  are  living  on  their  social  security.  We  do  not  have  acute 
housing  needs  in  the  area  but  the  people  do  have  to  live  quietly  and  in  many 
cases  frugally. 

The  chief  concern  of  people  in  this  class  is  whether  or  not  they  will  have  enough 
money  to  pay  medical  and  hospital  bills  when  they  are  finally  no  longer  able  to 
care  for  themselves.  A  serious  illness  or  accident  means  that  they  must  go  to  the 
county  general  hospital  to  spend  their  last  days.  It  is  my  opinion  that  if  something 
is  to  be  done  for  the  elderly,  provision  for  care  at  this  time  in  their  life  would 
do  much  to  make  life  more  pleasant  for  them  and  enable  them  to  live  without  the 
ever  present  worry  as  to  what  was  going  to  happen  to  them.  A  suggestion  would 
be  a  monthly  salary  deduction  (possibly  $1  per  month)  for  health  and  accident 
fund,  available  at  50  years  or  over. 

Locally,  housing  does  not  seem  to  be  much  of  a  problem  for  these  people  as  most 
of  them  have  small  homes  that  they  have  lived  in  for  years,  or  are  able  to  rent 
small  apartments.  Churches  are  near  and  relatives  and  friends  take  them  for 
rides    as    recreation. 

Another  weak  point  in  the  care  of  the  elderly  is  in  the  social  security  program. 
Many  of  these  people  have  illnesses  several  years  before  they  reach  the  retire- 
ment age.  Under  the  present  setup  it  is  practically  impossible  to  be  declared  eligible 
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for  aid  after  55  as  the  law  provides  unless  you  are  in  a  wheelchair.  We  have  known 
people  who  have  had  strokes  and  are  unable  to  do  a  day's  work  and  people  who 
have  been  in  mental  hospitals  for  a  year  who  cannot  get  help  under  the  social 
security  program,  or  who  cannot  get  their  social  security   status  frozen. 

Several  years  ago  my  brother-in-law,  who  is  with  the  County  Welfare  Department 
in  San  Diego,  made  a  survey  on  recreation  possibilities  for  elderly  people.  I  have 
asked  him  for  a  copy  of  his  report  in  this  connection  and  am  enclosing  a  letter 
just  received. 

There  definitely  is  a  need  for  help  for  the  elderly  but  it  is  my  conviction  that  if 
their  financial  needs  were  met  in  a  more  satisfactory  manner,  the  matter  of 
housing   and   recreation   would   automatically   fall   in   place. 

Very   truly   yours. 

Rex  a.  Parks,  Mayor 
City  of  Orange 


San  Diego  7,  California,  August  11,  1958 
Mb.  Rex  A.  Parks,  Mayor 

City  of  Orange 

Orange,  California 

Dear  Sir  :  In  answer  to  your  inquiry  about  the  survey  I  once  made  regarding  the 
recreational  needs  of  elder  citizens,  I  find  that  the  results  of  the  study  are  not 
available.  I  gave  this  to  a  fellow  who  was  going  to  graduate  school  in  social  work, 
and  he  has  it  stored  somewhere.  I'll  have  to  give  it  to  you  from  my  recollection  of  it. 

I  believe  the  year  was  1951.  I  interviewed  a  hundred  persons,  all  of  whom  were 
past  age  65.  The  average  age  of  the  men  would  be  about  71  and  the  women  about 
74.  I  realize  this  is  a  very  small  sampling.  As  I  recall,  I  interviewed  about  the  same 
number  of  men  as  women. 

This  is  the  way  I  conducted  the  survey  : 

I  divided  it  into  three  parts.  I  got  them  talking  by  asking  them  what  their  line  of 
work  had  been — carpenter,  housewife,  etc.  I  also  asked  them  about  any  hobbies  they 
had — music,  weaving,  fancy  work — when  they  were  younger. 

Then  I  asked  them  what  they  did  in  their  spare  time  now,  and  I  found  that 
women,  generally  speaking,  had  more  things  to  keep  them  occupied  than  the  men 
did.  Usually  this  was  in  the  domestic  line — housekeeping,  sewing,  fancy  work,  etc. 
Very  seldom  did  I  find  a  man  with  a  hobby.  Usually  he  just  sat  or  walked  downtown. 
I  should  say  that  this  particular  group,  for  the  most  part,  lived  in  rented  apartments 
in  the  downtown  area.  This  eliminated  the  persons  working  in  gardens.  In  my  survey 
I  noted  that  the  man  who  had  never  married  seemed  to  have  more  things  to  keep 
him  busy,  probably  because  he  had  a  life  history  of  caring  for  himself,  cooking, 
sewing  on  buttons,  etc.  Perhaps  it  was  coincidental,  but  the  person  who  had  the 
least  to  do  in  her  spare  time  was  the  unmarried   (single)   woman. 

Finally  I  asked  them  what  they  would  like  to  do  if  they  had  the  facilities  for 
doing  them,  and  almost  invariably  they  had  nothing  to  suggest. 

There  were,  among  the  100,  some  exceptions — the  woman  who  spent  a  good  deal 
of  time  as  a  volunteer  worker  in  an  information  booth,  a  few  spent  some  time  at  the 
library  (which  was  very  close),  but  not  many.  Reading  was  mostly  the  newspaper, 
frequently  the  Bible.  One  man  called  at  hospitals  to  visit  the  sick.  No  pattern  of 
interests  showed  up  in  this  small  sampling. 

It  was  interesting  that  at  about  the  same  time  I  did  this  a  lady  came  to  San  Diego, 
and  I  heard  her  speak.  I  am  sorry,  but  I  do  not  recall  her  name.  Anyway,  she  is  a 
nationally  known  psychologist  from  the  University  of  Michigan.  During  her  talk 
she  mentioned  having  conducted  a  class  via  television  and  said  her  youngest  person 
was  16,  the  oldest  about  70.  At  the  conclusion  of  her  talk,  she  asked  if  there  were 
any  questions.  I  asked  her  when  a  person  should  start  preparing  for  leisure  time, 
and  her  response  was  that  he  or  she  should  start  this  in  their  teens. 

This  I  found  coincided  with  my  own  conclusions  after  talking  to  these  people. 
And  it  seems  pretty  obvious  that  a  person  should  have  a  variety  of  interests  to  be 
sure  of  being  able  to  do  at  least  one  of  these  in  his  older  years.  Travel?  Sure.  That 
is  unless  the  comfort  of  home  is  far  more  appealing  than  the  most  romantic,  faraway 
place.  Painting?  Fine.  If  your  eyes  remain  good.  Craft  work?  Great.  Providing  your 
hands  do  not  become  arthritic.  Gardening?  Real  good,  if  your  heart  will  pemiit  it. 

This  is  not  an  easy  problem  to  solve.  People  become  very  set  in  their  ways,  and 
the  high  percentage  of  those  I  talked  to  were  not  about  to  change  them. 
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Yet,  the  problem  is  not  too  different  from  the  economic  one.  We  have  it  pounded 
into  us  from  early  age  to  "save  for  a  rainy  day."  Prepare  economically  for  your 
old  age.  Some  do.  Some  don't.  The  preparation  for  leisure  years  is  much  the  same, 
and  I  am  convinced  that  the  person  who  works  at  that  as  zealously  as  he  does  in 
preparing  for  economic  security. 

Maybe  that  is  the  best  place  to  start — impressing  on  people  the  need  to  prepare 
for  leisure  time  at  an  early  age,  just  as  strongly  as  you  urge  him  to  prepare  for 
security.  Furthermore,  I  feel  it  should  be  stressed  to  develop  as  many  interests  as 
possible. 

I  am  afraid  this  is  of  little  value,  but  here  it  is  fur  what  it  is  worth. 

Sincerely, 

Ebnie  Rydbebg 


City  of  PiTTSBtrnG 
PiTTSBUBG,  Cat.tfoknia,  July  1,  1958 
Barbara  Rosien 

Senate  Interim  Committee  on  Housing 
and  Recreational  Needs  of  the  Elderly 
Los  Angeles  5^,  California 
Dear  Miss  Rosien  :  Your  letter  of  June  23d  addressed  to  our  Mayor  was  read  to 
our  city  council  at  their  June  30th  meeting  and  I  was  directed  to  make  this  answer 
to  you. 

We  have  no  information  whatsoever  on  housing  needs  for  the  elderly  people  in  our 
city.  To  the  best  of  our  knowledge,  no  survey  of  this  need  has  been  made  and  I  am 
quite  certain  that  no  action  whatsoever  has  been  taken  by  anybody,  either  publicly  or 
privately  to  provide  any  housing  specifically  for  old  folks. 

Neither  have  we  had  any  systematic  analysis  of  recreational  needs  for  elderly 
people  in  our  community.  There  is  some  action  being  taken  however,  to  provide 
recreation  opportunities  for  senior  citizens,  the  outstanding  example  of  which  is 
the  Second  Horizons  Club  sponsored  by  the  Pittsburg  Soroptimists.  This  organiza- 
tion has  regular  monthly  social  meetings  in  one  of  the  schools  and  other  special 
events  which  are  enjoyed  by  the  elderly  members. 

At  this  time,  we  have  no  suggestions  at  all  for  proposed  legislation  in  your  field 
of  inquiry.  We  have  a  newly  organized  welfare  council  in  our  part  of  Contra  Costa 
County  and  it  is  quite  possible  that  this  organization  may  interest  itself  in  the 
housing  and  recreational  needs  of  elderly  citizens  as  one  of  its  early  projects. 
However,  any  action  by  the  council  would  certainly  be  as  much  as  one  year  away 
because  of  the  newness  of  that  group  and  its  limited  staff. 
I'm  sorry  that  we  can't  be  more  helpful  to  you. 
Yours  very  truly, 

E.  C.  Mabriker,  City  Manager 


City  of  Redondo  Beach 

July  8,  1958 
Miss  Barbara  Rosien,  Co-ordinator 
Senate  Interim  Committee  on  Housing 
and  Recreational  Needs  of  the  Elderly 
Los  Angeles  54,  California 
Dear  Miss  Rosiex  :  This  is  in  reference  to  your  letter  of  June  23d,  regarding 
housing  and  recreational  needs  of  our  senior  citizens.  Although  no   comprehensive 
survey  of  these  needs  is  available  for  our  city,  I  would  like  to  present  the  actual 
recreational  programing  which  the  city  sponsors  for  its  senior  citizens : 

Redondo  Beach  is  one  of  the  larger  cities  in  the  South  Bay  area  (seven  square 
miles),  showing  a  rapid  population  growth  from  21,288  in  1947  to  45,000  persons 
at  present.  Approximately  3  percent  (based  on  1956  census),  or  over  1,300  are 
aged  65  and  over. 

It  is  my  observation  that  the  senior  citizen  needs  to  feel  secure  and  accepted 
as  an  equal  member  of  the  group.  Senior  citizens  want  to  be  helpful  and  feel 
they  are  an  integral  part  of  the  community.  They  need  to  develop  feelings  of 
importance  and  worth  ;  feelings  of  status,  recognition,  success,  achievement,  and 
respect.  These  are  the  objectives  of   the  recreation  program  in  regard   to  the 
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senior  citizens :  to  provide  recreational  opportunities  which  will  meet  these 
needs ;  to  promote  healthy  attitudes  through  friendship  and  activity. 

Programs  for  the  aging  stress  informality,  fun,  and  a  social  atmosphere  con- 
ducive to  the  formation  of  real  friendships.  There  is  plenty  of  free  time  for 
unorganized  activities,  informal  talking,  and  visiting.  Sociability  is  the  keynote 
to  the  successful  program,  no  matter  what  the  activity. 

The  Redondo  Beach  Recreation  Department  has  provided  a  program  with  and 
for  the  senior  citizens  in  Redondo  Beach  within  the  limitations  of  the  depart- 
mental budget  and  facilities  available. 

In  March,  1957,  a  building  was  constructed  by  the  City  of  Redondo  Beach  pri- 
marily for  use  by  senior  citizens.  By  June,  1957,  the  Redondo  Beach  Senior  Citizens' 
Club  had  been  established  and  has  a  present  membership  of  over  250,  with  all  club 
facilities  open  to  any  elderly  person  whether  a  member  or  not.  The  Senior  Citizens' 
Building  is  located  in  the  immediate  vicinity  of  a  large  city  park  and  the  main  city 
library,  both  of  which  are  complimentary  to  the  senior  citizens'  activities. 

The  Redondo  Beach  Senior  Citizens'  Club  is  governed  by  its  own  elected  and 
appointed  officers,  but  subject  to  the  policies  of  the  Redondo  Beach  Recreation  De- 
partment. Activities  and  programs  are  planned  and  carried  out  by  the  officers  and 
members  of  the  club  aided  by  the  recreation  supervisor  provided  by  the  Recreation 
Department. 

Recreation  activities  undertaken  and  enjoyed  by  the  Redondo  Beach  Senior  Citi- 
zens' Club  under  the  sponsorship  and  supervision  of  the  Redondo  Beach  Recreation 
Department  include  : 

Membership  meetings 

Monthly  birthday  parties — Honoring  those  whose  birthdays  occur  in  that  month 
Bus  trips — Trips  by  chartered  bus  include : 
Los  Angeles  County  Fair 
Television  studios  in  Hollywood 
Forest  Lawn 
Knott's  Berry  Farm 
Other  senior  citizens'  clubs 
Square  dancing — Volunteer  caller  who  also  provides  music  and  equipment 
Sewing  group — Undertake  work  for  the  Harbor  General  Hospital 
Sunshine  committee — Visit  and  send  cards  to  shut-ins  and  sick  members 
Outdoor  picnics 

Indoor  and  outdoor  potluck  dinners 
Community  singing 

Table  games — Cards,  checkers,  chess,  dominoes,  scrabble,  etc. 
Television — TV  set  installed  in  building 
Reading — Books  brought  and  exchanged  by  members  with  bookshelves  built  by  the 

"Hideout"  Youth  Canteen 
Educational  programs — Cosponsored  with  the  South  Bay  Adult  School  at  Redondo 

Union  High  School 
Outdoor  games 
Croquet 

Horseshoes — Four  pits   recently  acquired   through   donation  of  materials  by   a 
local  sorority  group  and  labor  by  recreation  and  parks  personnel. 
The  Redondo  Beach   Senior  Citizens'   Club  is  a  member  of  the   Senior  Citizens' 
Association  of  Los  Angeles  County  and  sends  representatives  to  all  board  and 
delegate  meetings. 
Recreation  Department  facilities  available  for  use  by  senior  citizens  are  the  Senior 
Citizen's  Building  in  City  Park  and  the  Community  Hall  in  Perry  Park. 

Other  activity  needs  for  this  group,  as  based  on  a  survey  taken  in  May,  1957,  by 
Mr.  Don  Watkins,  Recreation  Supervisor,  also  include :  movies,  listening  to  music, 
discussion  groups,  lectures,  fishing,  and  outdoor  shuffleboard. 

Some  private  and  public  facilities  are  available  for  use  by  senior  citizens  such  as 
Monstad  Pier,  amusement  centers,  pool  halls,  and  other  commercial  attractions. 

In  response  to  requests  by  the  Redondo  Beach  Recreation  Department  to  40  clubs 
and   organizations   regarding   activities   for  senior  citizens,   facilities   available,   and 
needs  of  their  organization,  the  following  organizations  have  responded  to  this  date : 
1.  Wednesday  Afternoon  Club  (45  active  members) 

Activities :  Refreshments,  worship,  trips  to  points  of  interest,  trips  to  other 

clubs. 
Facilities :  First  Methodist  Church,  Redondo  Beach,  dining  room  and  parlor. 
Needs:  None  at  present. 
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2.  Royal  Neighbors  of  America   (25  active  members) 

Activities :  Lodge  meetings,  social  meetings,  card  parties,  potlucks,  and  picnics. 
Facilities :  Masonic  Temple,  Redondo  Beach. 
Needs  :  None  at  present. 

3.  California   Institute   of   Social   Welfare    (100   to   150   members)     (information 

acquired  by  telephone) 
Activities :  Potluck  luncheons,  picnics,  lectures. 

Facilities  :  Community  Hall,  Perry  Park,  and  Redondo  Beach  Woman's  Club. 
Needs  :  Improved  bus  service  to  remote  areas,  higher  pensions. 

In  summary,  the  Redoudo  Beach  Recreation  Department  is  dependent  primarily 

upon  volunteer  leadership  in  an  effort  to  provide  an  adequate  recreation  program  for 

senior  citizens.  Activities  are  geared  to  the  felt  and  expressed  needs  of  the  group. 

It  is  hoped  that  this  will  be  of  some  assistance  to  you  during  the  conduct  of  your 

studies  on  these  problems. 

Very  truly  yours, 

LeRot  L.  Center,  Mayor 


City  of  Richmond 

July  30,  1958 
Senate  Interim   Coniniittee  on 
Housing  and  Recreational  ^^eeds 
of  the  Elderly 

Los  Angeles  5.),  California 

Attention  :  Miss  Barbara  Rosien,  Co-ordinator 
Gentlemen  :  In  answer  to  your  June  23,  1958,  letter,  we  are  submitting  here- 
with a  copy  of  the  minutes  of  a  conference  held  on  October  22,  1957,  by  the  West- 
ern Contra  Costa  Community  Welfare  Council  on  Senior  Citizens  activities,  and 
a  report  entitled  "Care  Homes  in  Richmond,"  just  completed  by  our  Planning 
Department.  This  is  the  first  of  two  reports  being  prepared ;  the  second  will  cover 
the  needs  of  and  the  existing  facilities  suitable  for  recreation  for  senior  citizens. 
The  recreation  study  is  neariug  completion  and  is  expected  to  be  available  in  the 
next  30  days.  We  will  be  pleased  to  forward  to  you  a  copy  of  this  report. 

The  interest  of  your  committee  in  recognizing  the  needs  of  elderly  people  in  oi:r 
State  is  certainly  commendable,  and  Ave  will  look  forward  to  being  advised  of  the 
results  of  the  studies  you  are  conducting. 
Sincerely  yours, 

C.  F.  Lyford,  Mayor 


City  of  San  Clemente 
San  Clemente,  July  11,  1958 
Senate  Interim  Committee  on 

Housing  and  Recreational  Xeeds  of  the  Elderly 
Los  Angeles  5-^,  California 

Attention  :  H.  M.  Burns,  Chairman 

Dear  Sir  :  In  answer  to  your  letter  of  June  23d.  the  City  of  San  Clemente  is  a 

relatively  new  city  in  the  State  of  California  and   I   presume  that  this  is  one  of 

the  reasons  that  we  do  not  as  yet  have  a  liousing  problem  for  the  elderly  citizens. 

However,  we  are  at  the  present  time  confronted  with   the  recreational  needs  of 

our  senior  citizens,  and  up  to  now  the  City  Council  has  given  a  certain  degree  of 

financial  assistance  in  developing  some  recreational  facilities  for  these  citizens.  Our 

program   has   been    to    encourage    the    formation    of    recreational    groups    to   be    self 

propelled  by  those  citizens   that  are   interested   in  a   particular   type   of  recreation. 

The   City   of   San    Clemente   has    its   own    golf   course   which   is   used    to   a    large 

extent   by    retired   citizens.    We   have    another   group    of   citizens    that   have    formed 

the  Adult    Recreation    Association ;    another    that    is    now    forming    and    promoting 

San  Clemente  Bowling  Green  Association. 

These  are  the  major  organizations  that  are  performing  an  excellent  service  for 
the  senior  citizens  with  the  proper  utilization  of  periods  when  they  need  to  give 
expression  to  their  community  interest  and  utilization  of  their  leisure  time.  I 
believe  your  committee  is  an  important  one,  and  if  there  is  any  further  informa- 
tion which  you  desire  please  feel  free  to  call  upon  us. 
Yours  very  truly, 

Oland  W.  Cakrick,  Mayor  Pro-Tern 
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San  Francisco,  July  2,  1958 
Miss  Barbara  Rosien,  Co-orcUnuior 
Senate  Interim   Committee  on 
Housing  and  Recreational  Needs 
of  the  EMerly 

Los  Angeles  54,  California 
Dear  Miss  Rosien  :   Mayor  Christopher  has  requested   me  to   acknowledge   and 
reply  to  your  letter  of  June  23,  1958. 

Enclosed    herewith    please    find    two    letters    from    the    United    Community    Fund, 
together  with  tv\'0  pamphlets,  also  from  the  United  Community  Fund. 

Initially  it  was  my  thought  to  consolidate  reports  ;  however,  I  decided  to  enclose 
them  in  order  that  they  would  not  lose  their  identity. 

If  I  obtain  any  further  information,  I  will  forward  it  to  you. 
With  every  good  wish,  I  am 
Very  sincerely  yours, 

C.  H.  Potts,  Associate  Co-ordinator  Urhan  Renetval 

United  Community  Fund  of  San   Francisco 

San  Francisco  15,  California,  June  30,  1958 
To:  Mrs.  Julia  Smith,  S.  F.  Redevelopment  Agency,  512  Golden  Gate  Ave. 
From:  Frank  Moncriep 

Subject :  Housing  Needs  of  the  Elderly 
The  Community  Committee  on  the  Aged  of  the  Community  Chest  of  San  Fran- 
cisco issued  a  "Report  on  Public  Low  Cost  Housing  and  Older  Persons  in  San 
Francisco"  dated  January  11,  1956.  This  report  was  prepared  primarily  to  present 
evidence  showing  the  need  for  developing  low  cost  housing  units  for  single  older 
persons,  and  for  supporting  action  then  being  taken  by  Congress  to  amend  the  law 
which  would  enable  public  funds  to  be  used  for  this  purpose.  Although  the  law  has 
been  amended,  it  may  be  relevant  to  include  some  of  the  evidence  presented  by 
the  Community  Committee  on  the  Aged  as  to  the  need.  There  follows  excerpts  from 
this  report. 

1.  Ninety-five  percent  of  all  the  persons  65  and  over  in  San  Francisco  are 
living  in  customary  housing  arrangements — and  where  they  have  been  queried, 
expressed  a  desire  to  continue  to  do  so  as  long  as  possible. 

2.  Although  the  exact  number  is  not  known,  it  is  obvious  that  literally  thousands 
of  elderly  men  and  women  are  living  alone  in  San  Francisco. 

3.  Some  of  the  districts  with  the  most  deteriorated  housing  conditions  are  those 
in  which  are  found  high  concentrations  of  older  persons. 

4.  A  1952  University  of  California  study  of  a  sample  of  100  older  persons  in  the 
Western  Addition  found  that  only  6  out  of  10  had  private  and  complete 
kitchens,  and  that  only  4  out  of  10  had  private  and  complete  bathrooms. 
Six  out  of  10  in  this  group  were  living  alone,  and  the  same  proportion  reported 
less  than  .$100  per  month  income. 

5.  Large  numbers  of  older  persons  are  living  on  minimum  but  steady  income 
derived  through  Social  Security,  labor  management  pensions,  public  assistance, 
or  these  in  various  combinations.  Some  will  have  total  income  too  limited  to 
afford  decent  private  housing. 

6.  There  are  at  least  8,000  persons,  65  and  over,  who  are  living  on  a  total 
monthly  income  of  $8-5 — the  maximum  granted  under  Old  Age  Assistance. 
While  it  is  true  that  some  are  living  with  a  spouse,  or  with  other  persons, 
it  is  nevertheless  true  that  substantial  numbers  of  this  group  are  living  alone. 

7.  A  study  by  17  agencies  on  the  counseling  needs  of  persons  60  and  over  during 
April,  1953,  brought  forth  data  on  almost  1,500  persons.  Reporting  staff  mem- 
bers noted  inadequate  housing  in  15  percent  of  the  cases,  often  associated  with 
a  serious  health  problem.  (Source:  Report  of  Special  Committee  on  Personal 
Counseling  Needs  of  Older  People,  November,  1954,  Community  Committee  on 
the  Aged) 

With  an  increasing  number  of  older  persons  in  the  community,  it  would  appear 
that  this  report  of  January  11,  1956,  probably  understates  the  seriousness  of  the 
problem  which  presently  exists. 

Frank  Moncrief 
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United  Community  Fund  of  San  Francisco 

Memorandum 


July   1,   1958 


To:  Mrs.  Julia  Smith,  »S'an  Francisco  Redevelopment  Agency 

512  Golden  Gate  Aveniie,  San  Francisco 
From:  Katharine  M.  Grant,  Social  Planning  Consultant 

Subject :  Housing  and  Recreation  Xeeds  of  the  Elderly  in  San  Francisco 
Miss  Emily  Wooley,  Counselor,  San  Francisco  Senior  Center,  Aquatic  Park,  was 
asked  to  comment  from  her  wide  experience  in  counseling  senior  citizens  on  housing 
needs  of  this  group  in   San  Francisco.   She  made  the  following  main  points  : 

1.  Single  persons  are  not  being  accommodated  in  public  housing  in  San  Francisco 
at  the  present  time.  The  San  Francisco  Housing  Authority  explains  that  it 
is  not  taking  applications  from  single  persons  because  it  has  no  apartments 
in  permanent  housing  for  single  persons.  It  plans  to  build  a  moderate  number 
under  the  new  law.  Miss  Mae  Richart,  San  Francisco  Housing  Authority, 
reports  a  lack  of  facts  to  indicate  the  volume  of  public  housing  units  needed 
for  single  persons  in   San   Francisco. 

2.  Housing  to  be  used  by  elderly  persons  should  have  the  following  characteristics : 

Near   transportation,   shops  and   churches. 

Separate  living  units  adjacent  to  other  people  but  equipped  for  healthful,  safe 
and  convenient  use  by  older  persons  :  including  labor-saving  devices,  me- 
chanical window  operation,  shelves  at  safe  and  convenient  heights,  bath 
seats  and  handrails  at  bathtubs,  electric  stove  rather  than  gas,  no  raised 
doorsills,  elevators  or  ramps  instead  of  stairways. 

Each  unit  for  an  older  person  or  couples  should  have  a  separate  kitchen  and 
separate  bathroom. 

Recreation  for  senior  citizens  in  San  Francisco  has  been  a  rapidly  developing  and 
expanding  service  over  a  period  of  more  than  10  years.  Group  programs  and 
related  services  for  senior  citizens  are  currently  provided  in  at  least  25  locations 
under  a  variety  of  auspices.  See  the  attached  "Directory  of  Group  Programs  and 
Services  for  Senior  Citizens  in  San  Francisco,"  United  Community  Fund  of  San 
Francisco,   May,   1958. 

An  earlier  report  prepared  by  the  Committee  on  Senior  Recreation  of  the  Group 
Work  and  Recreation  Council,  Community  Chest  of  San  Francisco,  June  22,  1954, 
summarized  the  then  existing  services  of  a  recreation  nature  as  provided  by  the 
Recreation  and  Park  Department  at  certain  of  its  centers  and  by  various  private 
agencies  and  churches,  included  a  list  of  functions  which  should  be  carried  by 
a  co-ordinating  committee  and  which  give  evidence  of  the  need  at  that  time  (which 
still  continues)  for  the  sound  and  co-ordinated  expansion  of  recreation  services  to 
this  age  group : 

1.  Interpret  the  need  for  and  the  goals  of  programs  of  senior  citizen  recreation 
to  the  community  at  large. 

2.  Encourage,  stimulate,  and,  if  necessary,  sponsor  training  workshops  for  staff 
members  and   volunteers  working  in  recreation  programs. 

3.  Channel  to  the  Community  Committee  on  the  Aged  concerns  about  other  phases 
of  senior  citizen  life  as  they  are  revealed   in   recreation  programs. 

4.  Develop  recommended  standards  for  programs,  leadership,  and  facilities  to 
insure  good  social  group  work  and  recreation  programs. 

5.  Evaluate  and  re-evaluate  the  goals  of  senior  citizen  recreation  programs. 

6.  Establish  priorities  to  guide  the  expansion  of  programs  relative  to  types  of 
programs,  areas  to  be  served,  etc. 

7.  Co-ordinate   and   initiate   planning   for   new   and    existing   services. 

8.  Explore  new  aspects  of  recreation  and  interests  for  senior  citizens  and  stimu- 
late  experimentation   of   these. 

9.  Serve  as  a  source  of  information  for  community  interest  and  concern  in  this 
field. 

In  June  of  1958  the  Committee  on  Senior  Recreation  is  continuing  to  carry  out 
the  co-ordinating  function  while  the  San  Francisco  Senior  Center,  using  foundation 
funds,  has  developed  a  training  program  for  staff  members  and  volunteers  working 
in  a  variety  of  agencies  and  organizations  in  the  city.  The  City  and  County  Rec- 
reation and  Park  Department  has  expanded  its  units  offering  recreation  services  to 
senior  citizens,  and  has  trained  additional  staff  members  in  skills  of  working  with 
senior  citizens.  The  Council  of  Churches  has  developed  a  consultation  service  to 
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individual  cliurches  wishing  to  establish  senior  recreation  clubs  and  to  have  vol- 
unteers of  their  community  trained  to  lead  those  programs.  Several  Protestant 
churches  have  developed  senior  recreation  groups  using  this  service.  The  Archdiocese 
of  San  Francisco  has  developed  a  Catholic  Archdiocesan  Committee  which  is  work- 
ing on  plans  for  services  in  Catholic  parishes  beyond  the  existing  adult  programs 
open  to  adults  of  all  ages.  In  each  of  these  instances  funds  to  employ  competent 
professional  staff  and  services  to  recruit  and  train  volunteer  staff  present  serious 
problems. 

Miss  Alice  Slater,  Supervisor,  San  Francisco  Recreation  and  Park  Department, 
reports  very  satisfactory  experiences  so  far  in  the  co-operative  planning  between 
the  Recreation  and  Park  Department  and  the  Housing  Aiithority  in  the  design  for 
the  new  recreation  building  to  be  built  at  the  planned  Yerba  Buena  Plaza  Annex 
Housing  Development.  This  facility  is  being  built  by  the  San  Francisco  Housing 
Authority  adjacent  to  units  designed  for  elderly  persons.  The  recreation  facility 
when  completed  will  be  staffed  by  the  Recreation  and  Park  Department  of  the  City 
and  County  and  open  to  senior  citizens  of  the  entire  area. 

Suggested  topics  for  possible  federal,   state  or  local  legislation : 

1.  The  1956  amendments  to  the  Federal  Housing  Act  make  it  permissive  for 
local  housing  authorities  to  rent  housing  units  to  single  older  persons.  Further 
amendments  might  well  make  it  mandatory  for  the  local  authorities  to  study 
the  need  for  use  of  existing  units  by  single  older  persons  and  to  make  them 
available  proportionally  as  the  need  indicates.  These  facts  might  also  indicate 
the  volume  of  new  low  cost  housing  needed  by  single  elderly  persons.  The 
lack  of  such  facts  at  present  is  said  to  account  for  the  San  Francisco 
Housing  Authority  providing  only  20  such  units  in  housing  now  under  con- 
struction. 

2.  The  lack  of  funds  for  sufficient  staff  to  implement  adequate  programs  of  recrea- 
tion for  the  elderly  in  tax-supported  agencies  bespeaks  a  need  for  local  budget- 
ary action.  State  enabling  legislation  for  recreation  services  for  the  elderly 
would  appear  to  be  adequate. 


Housing  Authority  of  the  City  and  County  of  San  Francisco 

San  Francisco  2,  July  14,  1958 
Colonel  C.  H.  Potts 

Co-ordinator,  Urban  Eewenal 
San  Francisco,  California, 

Dear  Sir  :  Answering  your  inquiry  regarding  housing  now  available  to  older 
people  in  low-rent  developments  owned  by  this  Authority,  we  estimate  that  about 
9.2  percent  of  the  4,248  apartments  are  occupied  by  persons  aged  65  and  over.  The 
majority  of  these  apartments  are  rented  to  married  couples.  The  percentage  of  per- 
sons aged  65  and  over  would  exceed  their  estimated  ratio  (10%)  in  the  population 
of  the  city  as  a  whole.  A  few  of  these  tenants  are  residuals,  that  is,  persons  left 
alone,  through  death  or  departure  of  their  spouses  or  other  members  of  their  families, 
after  initial  occupancy.  These  residuals  comprise  the  only  one-person  families  that 
are  eligible  for  one-bedroom  dv/ellings,  the  smallest  apartments  in  present  low-rent 
housing. 

The  1956  amendments  to  the  housing  act  of  1937  made  it  possible  for  the  Authority 
to  build  a  limited  number  of  studio-type  apartments  for  single  elderly  persons  and 
to  reserve  one-bedroom  apartments  for  elderly  two-person  families.  Therefore,  we 
now  have  plans  to  build  693  apartments  on  five  sites,  363  of  which  will  be  studio 
and  one-bedroom  apartments  designed  especially  for  older  persons.  By  conversion, 
this  number  may  be  increased  to  443.  Eighty-five  of  the  363  apartments  will  be  of 
the  studio  type  suitable  for  single  persons. 

Most  of  the  new  housing  to  be  reserved  for  the  elderly  is  in  the  Urban  Redevelop- 
ment area.  Completion  is  expected  in  the  Fall  of  1960. 

If  this  does  not  fully  cover  the  information  you  seek  from  this  Authority,  I  would 
be  pleased  to  answer  any  further  questions. 
Sincerely  yours, 

JOHN  W.  BEARD,  Executive  Director 
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City  of  Sax  Luis  Obispo 

June  24,  1958 
Barbara  Rosiex,  Co-ordinator 

Senate  Inierium  Committee  on 

Housing  and  Recreational  Needs 

of  the  Elderly 

Los  Angeles  5Jf,  California 

Dear  Miss  Rosien  :  Reference  is  made  to  your  letter  of  June  23,  1958,  in  which 
jou  solicit  ideas  and  information  on  studies  in  connection  with  the  problems  of  our 
elderly  citizens. 

To  our  knowledge,  no  studies  have  been  made  on  the  local  level. 

Speaking  in  general  terms,  we  proliably  don't  have  as  many  newcomers  in  the 
older  age  brackets  as  some  of  the  metropolitan  areas,  and  our  elder  citizens  for  the 
most  part  have  either  provided  for  their  own  needs  or  have  been  aided  by  the 
community. 


Sincerely  yours. 


FRED  H.  LUCKSINGER,  Mayor 

By  Richard  D.  Miller,  Administrative  Officer 


The  City  of  Santa  Clara 

August  4,  1958 
California  Legislature 

Senate  Interim  Committee  on 
Housing  and  Recreational  Needs 
of  the  Elderly 

Attention  :  Miss  Barbara  Rosien,  Co-ordinator 

Dear  Miss  Rosiex  :  In  compliance  to  the  request  made  by  you  to  the  Mayor  of 
our  City,  Honorable  A.  R.  Toledo,  pertaining  to  the  recreation  for  the  elderly,  your 
letter  has  been  forwarded  to  me  for  reply. 

A  limited  study  has  been  recently  conducted  by  members  of  my  staff  on  senior 
citizen  programs,  their  needs  and  desires  for  the  purpose  of  filling  this  vacancy  in 
our  city's  recreation  program. 

The  findings  are  based  on  a  survey  made  in  our  local  bay  area  and  are  as  follows : 

A.  Location — This  is  the  most  important  item.  Should  be  geographically  located 
whereby  transportation  is  not  a  problem. 

B.  Building  or  Facility — Very  important.  Building  should  be  ground  level.  Stairs 
eliminated,  locker  space,  large  hall,  quiet  game  area,  restrooms,  first  aid  room 
and  other  as  necessitates. 

C.  Activities — Various  activities  were  reported,  however,  the  most  enjoyed  and 
which  accounted  for  a  large  attendance  were :  cards,  checkers,  various  crafts, 
singing  (other  mu.sic  activities),  low  organized  games  of  little  muscular 
activity. 

We  find  that  a  wide  source  of  activity  has  definitely  proven  favorable  from  the 
standpoint  of  encouraging  a  greater  amount  of  participation.  Variety  reaches  those 
who  otherwise  do  not  and  would  not  be  interested  in  the  more  common  type  of 
activity. 

We  have  also  found  that  by  giving  the  group  the  correct  name  is  definitely  an 
asset  psychologically.  Names  such  as  Senior  Citizens,  Golden  Age  Group,  Live  Long 
and  Like  It,  etc.,  attracts  this  group  more  than  names  such  as  Oldsters,  The  Elderly 
Club,  etc. 

I  trust  that  this  brief  infonnation  will  be  of  some  guidance  to  your  gorup.  Please 
feel  free  to  call  upon  us  at  any  time. 
Sincerely, 

Saxta  Clara  Parks  axd  Recrbiatiox  Department 
Bbyce  R.  Bailey,  Superintendent 
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City  of  Santa  Monica 

July  9,  1958 
Miss  Barbara  Rosien,  Co-ordinntor 
Senate  Interim  Committee  on 

Housing  and  Recreational  Needs  of  the  Elderly 
Los  Angeles,  California 
Dear  Miss  Rosien  :  In  response  to  your  letter  of  June  23,  1958,  re  :  Housing  and 
Recreational  Needs  of  the  Elderly,  the  Redevelopment  Agency  of  the  City  of  Santa 
Monica  is  currently  undertaking  planning  and  survey  activities  in  the  Ocean  Park 
Redevelopment  Project  area.  We  have  approximately  1,000  families  in  this  project 
area,  a  substantial  number  of  whom  are  elderly.  We  have  175  elderly  families  re- 
ceiving public  assistance. 

Our  first  study  of  family  characteristics  of  project  residents,  and  an  accompanying 
appraisal  of  housing  resources  in  Santa  Monica  shall  be  made  shortly.  We  shall 
send  you  a  copy  of  this  report. 

Our  agency  has  applied  to  the  Housing  and  Home  Finance  Agency  of  the  Fed- 
eral Government  for  an  advance  of  funds  to  study  tlie  feasibility  of  creating  a  non- 
profit senior  citizens'  foundation  which  would  sponsor  low-cost  rental  housing 
financed  with  FHA  Section  221  mortgage  insurance. 

I  shall  be  happy  to  supply  you  with  any  additional  information  you  may  require. 
Sincerely, 

Russell  F.  Priebe 

Executive  Director,  Redevelopment  Agency 


City  of  Vallejo 
Vallejo,  California,  July  30,  1958 
Miss  Barbara  Rosien,  Co-ordinator 
Senate  Interim  Committee  on  Housing 
and,  Recreational  Needs  of  the  Elderly 
Los  Angeles  5Jf,  California 
Dear  Miss  Rosien  :  Your  letter  of  June  23,  1958,  to  the  Hon.  Wilfred  Hewitt, 
Mayor  of  the  City  of  Vallejo,  has  been  referred  to  me  for  reply. 

We,  in  Vallejo,  recognize  the  problems  of  an  aging  population.  In  our  Workable 
Housing  Program  for  Urban  Renewal,  adopted  by  the  city  council  in  1957,  was 
the  statement : 

"A  recent  survey  of  the  Marina  Vista  area  revealed  that  41.1  percent  of  all 
households  are  single-person  households.  Of  these,  about  half  are  60  years  old, 
or  older,  mostly  pensioners  of  low  income.  This  situation  is  not  confined  to  the 
Marina  Vista  area,  but  its  existence  there  points  up  well  the  need  that  con- 
siderable thought  be  given  to  the  general  problem  and  ultimate  erection  of 
housing  for  the  aged  in  Vallejo." 

Except  for  that  in  our  contemplated  urban  renewal  project  area,  the  degree  of  the 
problems  of  the  aged  in  Vallejo  is  not  quite  as  severe  as  in  the  State  as  a  whole. 
We  are  anxious,  however,  that  studies  on  the  subjects  of  housing  and  recreational 
needs  of  the  elderly  be  made,  and  we  will  be  happy  to  participate  in  any  way  pos- 
sible. We  must  report  that  no  such  formal  studies  have  been  made  locally  to  date, 
and  that  no  formal  thinking  has  been  given  to  possible  legislation  leading  to  solu- 
tions of  these  problems. 

We  will  appreciate  being  kept  in  touch  with  the  work  of  the  committee,  and  we 
will  be  happy  to  forward  any  information  of  late  local  developments  which  pertain 
to  that  work. 

Sincerely  yours, 

Ken  Schroeter,  Planning  Director 


APPENDIX   II 

SURVEY  OF  UNIVERSITIES  AND  COLLEGES  IN  CALIFORNIA 

On  June  12,  1958,  the  committee  addressed  a  questionnaire  to  the 
social  science  or  sociology  departments  of  117  selected  California  uni- 
versities and  colleges. 

The  purpose  of  the  questionnaire  was  to  ascertain  the  nature  and 
scope  of  research,  if  any,  that  had  been  undertaken  by  the  various 
colleges  and  universities  throughout  the  State  concerning  problems 
of  the  elderly,  particularly  with  respect  to  housing  and  recreation 
studies,  and  to  obtain  specific  information  and  recommendations  from 
those  that  have  or  are  doing  research  in  the  field.  It  included  six  ques- 
tions, to  wit : 

(1)  Have  you  ever  investigated  the  field  of  housing  and  recreation 
needs  for  the  elderly  or  an  allied  field  ?  If  so,  were  your  findings 
published  and  under  what  title  and  publication? 

(2)  Of  your  knowledge,  has  any  faculty  colleague  v^ithin  or  without 
your  college  ever  investigated  this  problem  or  an  allied  prob- 
lem ?  If  so,  where  can  he  be  reached  and  can  a  publication  of  his 
work,  if  any,  be  obtained? 

(3)  Do  you  know  of  any  pertinent  data,  written  within  the  last  five 
years  in  a  professional  or  commercial  journal  relative  to  this 
field  which  you  could  recommend  ?  If  so,  do  you  have  knowledge 
of  its  title  and  publication  date? 

(4)  Do  3-0U  know  of  any  study,  either  by  a  governmental  or  private 
agenc}^  either  nationally  or  in  California  concerning  housing 
and  recreation  needs  for  the  aged?  If  so,  what  studies  would 
you  recommend? 

(5)  Do  you  consider  the  need  for  housing  and  recreation  facilities 
for  aged  groups  in  California  great  enough  to  warrant  legisla- 
tion? If  so,  generally,  what  type  of  legislation  would  you  advise? 

(6)  Do  you  have  any  general  recommendations  to  make  concerning 
housing  and  recreational  needs  for  the  elderly?  If  so,  kindly 
state  your  opinions,  briefly,  on;  (a)  what  facilities  can  be  pro- 
vided the  aged  in  terms  of  medical  assistance,  housing  facilities, 
and  social  work;  and  (b)  whether  you  would  favor  government 
or  private  enterprise  assistance,  or  a  combination  of  both. 

The  results  of  the  survey  were  disappointing.  Of  117  questionnaires 
mailed,  only  19  replies  were  received.  The  committee  feels  that  this 
limited  response  may  be,  in  part,  indicative  of  lack  of  academic  interest 
in  aged  problems  similar  to  the  apathy  found  elsewhere  during  its 
studies.  On  the  other  hand,  it  could  be  that  there  is  simply  not  enough 
data  within  the  State  from  which  to  make  significant  conclusions  other 
than  to  indicate  an  awareness  of  the  problem. 

A  majority  of  those  answering  had  not  done  research  directly  in  the 
field  of  housing  and  recreation,  and  only  a  few  named  others  who  had, 
mostly  on  a  limited  scale.  However,  of  those  questionnaires  that  were 
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returned,  some  were  from  persons  wlio  had  previously  done  some  re- 
search on  aging. 

Of  partieuhir  interest  was  the  scarcity  and  divergence  of  opinion 
regarding  rooommendations  for  legislation  to  assist  in  solving  the  hous- 
ing problems  of  the  elderly.  It  may  be  significant  that  many  strongly 
favored  additional  research  and  investigation  into  problems  of  elderly 
housing  and  recreation.  A  few  of  these  opinions  are  hereafter  quoted : 

"I  have  not  thought  much  about  it,  but  it  appears  obvious  that  the  aged  are, 
and  will  increase  as  a  problem  in  California.  Housing  the  aged — and  I  do  not 
mean  dormitories — would  be  a  complicated  and  ambitious  undertaking,  but 
recreation,  I  think,  may  be  a  more  immediate  need. 

"Because  of  the  age,  experience  and  philosophical  oinentation  of  the  aged,  a 
recreation  program  designed  to  program  rather  than  direct  would  be  more  suit- 
able. The  obvious  things  that  come  to  mind  are  parks,  libraries,  discussion 
groups,  and  craft  groups. 

"With  reference  to  housing,  I  cannot  suggest  anything  of  a  practical  nature 
since  I  am  opiiosed  to  institutions  such  as  'Homes.'  A  means  of  providing  rent 
for  people  to  live  in  some  other  way  than  a  block-long  building  would  be 
desirable. 

"I  would  favor  government  assistance.  Private  enterprise  in  this  situation 
lacks  the  humaneness  and  honesty  of  a  state  agency. 

"I  favor  partial  or  full  support  to  experimental  programs  with  appropriations 
for  evaluations  of  results  and  for  professional  research  into  the  problem." 


"(Our  city)  has  established  a  free,  diagnostic  clinic  for  those  over  50.  This 
program  has  become  successful  and  valuable  and  could  undoubtedly  be  expanded. 
I  feel  that  much  of  the  housing  and  recreation  problems  in  our  aging  population 
could  be  eliminated  or  alleviated  if  an  adequate  employment  program,  especially 
part-time  employment,  could  be  encouraged. 

"I  favor  a  combination  of  government  and  private  enterprise  assistance." 


"Let's  not  turn  California  into  a  Mecca  for  the  elderly  who  exist  on  tax- 
provided  funds.  I  do  not  favor  providing  medical  assistance  even  to  the  degree 
to  which  it  is  now  offered.  To  offer  housing  aid  to  the  elderly  is  too  close  to  the 
absolute  welfare  state.  What  assistance  is  offered  should  be  limited  to  those 
persons  without  any  other  means  of  private  support,  including  families.  I  favor 
private  enterprise  assistance  only." 


"One  of  my  students  this  past  semester  prepared  a  paper  on  the  general 
subject  of  'aging'  but  found  nothing  more  concerning  housing  than  that  it  was  a 
'problem'." 


"Medical  aid  and  hospitalization  should  be  provided  either  without  charge  for 
the  aged  by  his  own  physician  (to  be  paid  by  the  State,  however)  or  else  charge 
a  fee  low  enough  so  that  he  can  meet  it  out  of  his  own  budget.  I  think  a  combi- 
nation of  public  and  private  assistance  would  be  desirable." 


"A  study  should  precede  the  formulation  of  legislative  enactments.  Plans  and 
projects  should  be  preceded  by  research." 


APPENDIX   Ml 

LETTERS  FROM  PRIVATE  CITIZENS  AND  ORGANIZATIONS 

The  committee  received  many  letters  from  private  citizens  and  organ- 
izations dnring-  its  study.  These  letters  not  only  indicated  a  widespread 
interest  in  the  problems  of  the  elderly  but  several  graphically  portrayed 
the  serious  problems  of  providing  them  with  adequate  housing  within 
their  means.  "While  space  will  not  permit  the  reproduction  of  all  such 
letters,  the  following  are  representative  of  those  received. 

Bell,  California,  November  8,  1958 
Miss  Barbara  Rosiex,  Coordinator 
Senate  Interim    Committee  on   JToiising 
and  Recreational  Xeeds  of  the  Elderly 

Los  Angeles  5^,  California 
Dear   Miss    Rosiex  :    Your   letter   of    Xovember    oth    reqiiestiug    iuformation    on 
the  status  of  Soroptiniist  Village  Foundation  is  at  baud.  I  will  answer  your  three 
questions  and  make  additional  comments  which  you  ma.v  ignore  as  you  wish. 

(1)  Our  efforts  '"in  the  area  of  zoning."  In  the  case  of  our  first  escrow,  we 
never  filed  for  zone  change  since  investigation  of  County  Master  Plans  revealed 
that  the  county  had  a  road  reserved  right  down  thru  the  middle  of  the  property. 
This  information  was  not  revealed  by  the  seller,  the  realtor  nor  the  escrow  com- 
pany. Escrow  abandoned  by  mutual  consent.  In  the  case  of  the  second  escrow,  we 
never  got  to  the  zoning  inasmuch  as  the  laud  was  not  approved  by  F.H.A.  Since 
this  approval  was  a  contingency  of  the  escrow,  this  also  had  to  be  abandoned. 
We  are  now  filing  for  zone  change  on  the  latest  site  which  has  been  placed  in  a 
90-day  escrow.  The  owner  next  to  the  property  has  declared  that  he  does  not  want 
an  "old  folks  homo"  next  to  him.  We  hope  that  his  and  any  other  objections  will  be 
overcome  when  the  hearing  occurs,  if  not  before.  Our  garden  type  plans  do  not  look 
like  an  old  folks  home  of  the  traditional  type. 

(2)  Our  "Difiiculties  of  obtaining  loans  from  private  enterprise  as  well  as  thru 
the  F.  H.  A."  As  you  know,  F.  H.  A.  only  insures  the  loans.  (We  do  have  their 
approval  as  a  corporation  and  of  our  land.)  We  must  find  someone  from  whom  to 
borrow.  Since  talking  to  bankers,  etc.,  it  becomes  apparent  that  no  private  lending 
agency  will  be  willing  to  loan  the  $90,000  to  $100,000  we  will  require,  on  a  40- 
year  basis.  (Even  with  reasonable  interest  since  we  live  in  these  changing  times.) 
We  know  we  will  have  to  make  the  loan  with  federal  mortgage.  I  am  not  sure  of 
the  exact  interest  rate  but  I  do  know  that  three-quarters  of  1  percent  mu.st  be  paid 
when  the  initial  committment  is  made  and  another  three-quarters  of  1  percent  is 
due  when  the  loan  is  delivered.  Any  large  foundation  such  as  Ford,  could  loan 
this  money  at  low  interest  so  easily.  A  new  venture  has  no  recognition.  A  new 
project  has  to  learn  to  live  with  "blood,  sweat  and  tears." 

(3)  Our  difficulties  "in  getting  interested  citizens  to  make  charitable  and  sizeable 
contributions  to  assist  in  financing."  We  have  had  terrific  publicity  by  newspapers, 
radio  and  even  television  interviews.  The  result  is  a  lot  of  commendation  and 
interest  but  very  little  cash.  ]Most  of  the  contributions  thus  stimulated  were  from 
pensioners  and  the  touching  little  contributions  were  accompanied  by  requests  for 
information  as  to  how  to  apply  for  housing  in  the  village.  Our  largest  single  gift 
came  from  a  Soroptimist  and  her  brother  ($2,500)  in  memory  of  a  loved  mother. 
This  sum  permits  the  donor  to  propose  the  name  of  the  first  occupant  of  a  unit, 
provided  the  proposed  is  eligible.  A  chapter  of  a  sorority  which  I  sponsor  has 
given  $600.  These  are  our  large  gifts.  No  other  gift  over  S200.  A  number  of  smaller 
donations  were  received  by  personal  solicitation  efforts.  When  we  received  our  per- 
mit to  solicit  in  Los  Angeles,  we  were  advised  to  go  to  the  large  corporations  for 
donations.  Several  of  these,  such  as  Penney  Co.,  said  their  funds  were  given  to  the 
Los  Angeles  Area  Building  Fund  for  dispersal  and  to  go  there.  We  had  found 
that  the  proceeds  from  charity  day  at  the  race  tracks  went  to  this  fund.   So,  we 
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had  every  expectation  that  there  inigat  be  help  there.  It  is  an  education  to  try  one 
of  such  agencies.  You  are  sent  from  person  to  person.  One  begins  to  wonder  if 
these  people  do  anything  beside  sitting  behind  a  desk  and  saying  to  see  somebody 
else.  I  am  sure  it  gives  quite  a  lot  of  employment.  This  may  sound  a  little  bitter. 
It  is.  Much  of  the  funds  are  used  for  administration,  it  appears. 

This,  I  believe  answers  your  questions.  What  I  shall  add  may  make  the  picture 
a  bit  more  complete.  It  would  take  a  long  time  to  tell  all  about  our  effort  of  the 
past  two  years. 

As  you  know,  from  the  four  original  clubs  we  have  grown  to  nine.  "We  have 
about  .$28,000.  We  are  in  escrow  for  4.4  acres  of  avocado  grove  at  Pioneer  and 
Orange  Grove,  Whittier,  for  the  sum  of  $38,000  due  in  00  days.  Our  fine  architect 
has  the  plans  and  layout  completed.  You  see,  Ave  are  still  optimistic  because  we 
believe  in  what  we  are  trying  to  do. 

Another  of  our  problems  is  the  fact  that  the  F.  H.  A.  wants  us  to  set  up  a  trust 
fund  from  which  money  would  ho  availalile  to  make  monthly  payments  in  case 
all  units  should  not  be  rented  at  all  times.  This,  in  addition  to  the  great  struggle 
to  get  enough  money  to  provide  for  land,  architect  fee,  interim  financing,  fee  to  go 
into  federal  mortgage,  etc.,  all  of  which  must  be  pure  philanthropy.  Our  loan  will 
be  spent  only  for  the  actual  building  of  the  units.  It  is  on  this  basis  only,  that 
rents  can  be  availahe  at  $35  per  person.  One  of  our  greatest  difficulties  was  to 
obtain  F.  H.  A.  approval. 

We  would  like  it  known  that  we  pledged  ourselves  not  to  spend  one  penny  of 
gifts  for  administration  or  promotion.  Knowing  how  much  of  charitable  funds  are 
lost  to  promotion  tactics,  we  have  tried  to  do  the  fund  raising  without  professional 
assistance.  That  Is  the  hard  way.  Our  clubs  each  pay  a  yearly  fee  for  administra- 
tion. 

We  know  that  inexpensive  housing  cannot  l)e  provided  if  set  up  as  a  business 
these  days.  There  must  be  philanthropy  involved.  There  is  a  way  this  could  be 
done  much  easier  if  state  or  county  land  could  be  made  available  to  non-profit 
service  minded  groups  like  ours  for  this  purpose.  Such  groups  can  do  the  job  more 
economically  than  any  agency  because  no  one  is  paid  (except  the  architect  who  is 
so  necessary).  Then,  too,  we  expect  to  give  friendship  and  provide  activities  to  keep 
minds  busy  and  healthy. 

We  expect  local  universities  and  colleges  to  use  this  project  for  study.  There  is 
no  department  of  geriatrics  or  gerontology  in  a  local  institution  of  learning. 

This  is  a  pilot  project,  and  as  such,  has  gained  the  interest  and  attention  of 
our  county  supervisors.  We  have  stimulated  the  formation  of  another  Soroptimist 
group  in  West  Los  Angeles  area  and  are  sowing  seeds  in  Orange  County,  so  that 
other  villages  may  be  started. 

We  have  not  found  "an  angel"  to  provide  the  recreation  rooms  which  are  part 
of  our  plans  which  cannot  now  be  considered  because  of  no  funds  for  any  but 
essentials.  Mrs.  Fleischman  provided  the  beautiful  recreation  center  in  the  Santa 
Barbara  project  which  houses  28. 

Many  more  details  are  available  if  you  wish  them.  We  think  a  letter  to  the 
Treasury  Department,  after  proper  investigation  by  your  committee  might  help 
us  get  the  "tax  exempt"  status  we  need.  Three  times  we  applied  and  finally  got  a 
letter  full  of  questions  our  two  attorneys  found  puzzling.  We  need  firm  backing 
by  more  trustworthy  characters  than  ours,  it  appears. 

There  should  be  some  agency  to  provide  interim  financing  so  that  such  hard  to 
get  money  could  go  into  the  building  of  such  a  project  instead  of  lending  agencies. 
Yours, 

Elizabeth  B.  Wright 
P.S. 

I  actually  believe  the  pensioners,  themselves  could  get  housing  with  the  help 
of  non-profit  organization.  With  90,000  of  them  giving  .50c  each  a  month,  they  could 
get  housing  very  rapidly.  This  is  what  they  think  McLain  is  doing  for  them. 
I  know  some  of  them  are  sending  him  money  regularly.  I  have  some  of  the  papers 
he  sends  out  to  them. 

As  you  have  discovered,  I  am  a  very  poor  typist.  I  only  hope  that  I  have  told 
you  what  you  expected.  Thanks  for  being  interested. 

Elizabeth  B.  Wright 
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Alta  Loma  Manor 
Alta  Loma,  California 
Senator  Richard  Richards 

Senate  Chamber 

Sacramento,  California 

Dear  Sir  :  Tuesday,  August  13,  1957,  an  article  appeared  in  the  Los  Angeles 
Examiner:  "Open  Study  of  Housing  for  the  Aged."  I  am  very  pleased  that  you 
were  named  on  the  committee. 

I  sure  would  love  to  have  you  or  any  other  member  visit  our  new  place  and  am 
sure  that  you  would  get  some  ideas  on  what  is  needed.  I  have  l)een  under  the  supervi- 
sion of  Josephine  Hameron  of  the  State  Welfare  Department  in  converting  the  Alta 
Loma  School  into  a  very  fine  place  for  the  aged.  We  have  tried  to  incorporate  every 
conceivable  thing  that  would  make  the  aged  happy,  and  yet  give  them  the  comforts 
of  a  home  and  not  an  institution. 

This  has  been  hard  for  lack  of  co-operation  with  money  lenders.  There  seems 
to  be  nowhere  that  v.'C  can  go  to  get  private  financing.  The  banks  and  loan  associations 
call  it  a  specialty  loan  and  they  are  not  interested.  The  Federal  Housing  has  passed 
a  bill  opening  funds  to  nonprofit  organizations  but  they  do  not  know  where  to  start. 

I  have  an  appraised  value  by  a  reputable  appraiser  of  $142,000.  The  business  for 
the  first  six  months  showed  a  very  nice  profit,  but  I  have  not  been  able  to  reim- 
burse my  friends  who  have  put  their  savings  in  to  help  me.  I  thought  after  I  was 
finished  and  .showed  what  the  business  would  do  surely  I  could  get  a  .$65,000  loan 
to  repay  them.  Everyone  who  looks  at  it  says  that  it  is  a  lovely  place  and  they 
would  like  to  make  the  loan  but  that  so  far  there  is  no  field  for  institutional  home 
for  the  aged  loans. 

If  your  committee  is  thinking  of  helping  private  enterprise  build  these  homes  and 
operate  them,  is  there  some  way  that  there  could  be  a  loan  structure  by  the  State,  .such 
as  the  veteran  loan?  I  do  not  mean  to  make  this  so  easy  that  people  will  take 
advantage  of  the  State,  but  where  there  is  background  and  property  valuation  of 
less  than  50  percent,  surely  there  is  justification  for  a  loan. 

I  trust  your  decisions  in  these  committee  meetings  and  pray  that  there  will  be  a 
solution  to  the  need. 

Sincerely, 

A.  R.  Mortenson 


Pacific  Palisades,  California,  August  13,  1957 
Miss  Barbara  Rosien 

Assistant  Executive  Director 
City  Housing  Authority 
City  Hall,  Los  Angeles 

Dear  Miss  Rosien  :  I  read  with  great  interest  in  the  paper  this  morning  of 
your  testimony  before  the  state  interim  committee  with  respect  to  housing  for  our 
aging  fellow  citizens,  and  I  wish  to  give  you  a  word  of  encouragement  and  con- 
gratulate you  for  taking  such  a  strong  personal  stand  regarding  this  very  important 
problem. 

This  problem  has  been  very  close  to  me  for  many  years.  As  Underwriting  and 
Architectural  Supervisor  for  FHA  in  Washington  and  later  as  Technical  Director 
of  the  National  Association  of  Home  Builders,  I  have  advocated  strongly  for  not 
only  legislation  which  would  provide  a  mortgage  insurance  policy  for  the  aged, 
with  very  liberal  financing  terms,  but  urged  the  building  industry  to  take  a  strong, 
unselfish  stand  to  solve  this  problem.  Subsequently  the  FHA  terms  were  eased 
somewhat  (lint  not  adequately)  and  the  NAHB  created  a  committee  to  study  the 
problem. 

I  share  your  views  that  prix'ate  enterprise  should  accomplish  the  jol)  to  the 
extent  that  it  is  possible.  The  financing  picture  would,  of  course,  have  to  be  com- 
pletely different  from  that  employed  with  respect  to  conventional  procedures.  The 
mortgage  pattern  would  have  to  be  based  upon  the  economic  life  of  the  improve- 
ments and  value  in  perpetuity  of  the  land,  rather  than  upon  tlie  life  expectancy  <-f 
the  mortgagor.  Interest  rales  would  have  to  l)e  in  the  neighborhood  of  3  percent, 
and  amortization  period  40  years,  and  land  made  availalde  at  a  low  cost  with  a 
minimum  of  land  improvomont  requirements  as  well  as  construction  requirements, 
in  keeping,  of  course,  with  sound  construction. 

Obviously,  on  these  terms,  the  occupants  would  pass  away  long  before  the 
mortgage  is  amortized.  When  that  occurs,  the  heirs  could  elect  to  either  take  over 
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the  equity  and  refinance  on  less  liberal  terms,  or  they  could  elect  to  allow  the  prop- 
erty to  revert  to  the  agency.  If  one  of  the  occupants  should  pass  away  before  the 
other,  monthly  payments  could  either  be  reduced  or  stopped,  and  the  obligation 
credited  to  the  equity  account.  If  there  is  still  an  equity  remaining  when  the  second 
occupant  passes  away,  the  heirs  could  then  either  claim  the  remaining  equity,  or 
allow  it  to  revert  to  the  agency,  who  would  in  turn  convey  the  property  to  another 
aged  couple. 

It  is  questionable  that  any  private  lending  institution  would  accept  such  a  plan, 
and  to  this  extent  the  city,  county  or  state  authority  would  participate.  This,  of 
course,  is  only  a  very  brief  expression  of  my  thinking  in  this  regard,  but  I  believe  that 
it  outlines  my  thought  sufficiently  to  provoke  interest. 

From  1952  to  1955  I  was  Vice  President  of  the  Earl  W.  Smith  Organization, 
in  charge  of  construction.  We  built  several  thousand  low-cost  homes  in  Northern 
California.  I  have  just  returned  from  the  Orient  where,  in  Korea,  I  designed  and 
directed  the  Homes  for  Korea  Program,  sponsored  by  my  friends,  William  Zecken- 
dorf  and  General  Van  Fleet  and  co-sponsored  by  the  American  Korean  Foundation. 
I  have  now  returned  to  Los  Angeles  and  I  have  an  architectural  and  consultation 
practice.  My  biography  sketch  appears  in  Who's  Who  in  the  West. 

I   shall   follow   your  great  work   with   keen   interest,   and   I   should  welcome   the 
opportunity  of  discussing  this  all-important  problem  any  time,  at  your  convenience. 
Sincerely  yours, 

Carl  G.  Lans 


Los  Angeles  15,  California,  August  22,  1958 
Miss  Barbara  Rosien 
Co-ordinaior,  Senate  Interim  Committee 

on  Housing  and  Recreational  Needs  of  the  Elderly 
Los  Angeles   54,   California 

Dear  Miss  Rosien  :  After  many  years  of  sporadic  interest,  a  wave  of  publicity 
Avent  across  the  Country  in  1954.  Although  interest  in  and  survey  work  for  housing 
the  elderly  and  the  single  persons  has  never  entirely  stopped  in  California,  nothing 
resembling  positive  progress  has  been  achieved  here. 

Private  projects  have  occasionally  come  to  fruition,  but  they  were  either  of 
eleemosynary  type  or  for  reason  of  high  cost  unavailable  to  tlie  majority  of  the 
low  income '  elder  citizens,  the  ones  who  as  a  result  of  the  Country's  continued 
inflationary  economy,  know  a  destitution  not  of  their  own  making. 

There  exists  a  primary  need  for  small  dwelling  units  for  one  and  two-person 
occupancy,   for   rents   which    the   respective    income   groups   can    afford. 

Bottlenecks  have  prevented  construction  of  such  housing  despite  all  past  promises 
by  realty  boards,  the  home-builder  groups,  apartment  owners'  associations,  etc. 

In  the  main,  these  bottlenecks  are : 

1.  Area  requirements  for  living  units  are  based  on  family  living.  Single  persons 
and  elderly  couples  need  only  subst:intially  less. 

2.  Land  cost.  Owner  equity  requirements  and  mortgage  interest  and  amortization 
are  too  high. 

3.  Capital  in  sufficient  amounts  for  low  rent  small  unit  living  quarters  is  prac- 
tically nonobtainable.  Never  in  all  history  has  the  private  building  industry 
succeeded  in  providing  really  lov^^  rent  new  housing.  There  is  no  profit  in  such. 

4.  Endlessly  repeated  surveys  and  reports  are  "filed."  They  never  show  the 
"present"  conditions  when  completed,  yet  all  over  the  Nation  the  sorry  condi- 
tions are  known.  Committee  work  is  too  slow,  hardly  ever  results  in  action. 

5.  Too  much  importance  is  given  to  costly  suggestions.  For  instance,  most  elderly 
can  use  stairs.  Those  who  continue  within  reason  their  customary  activities 
are  staying  healthy.  We  should  not  participate  in  making  hypochondriacs  out 
of  normal  people. 

Basic  requirements  for  action : 

1.  State  Housing  Act,  minimum  property  standards  of  FHA  and  local  building 
ordinanances  should  permit  smaller  units  and  provide  other  exemptions  of 
common   sense  nature. 

2.  Construction  and  mortgage  capital  could  be  provided  by  : 

a.  A  substantial  revolving  fund  by  state-county-city  for  nonprofit  organizations 

and    qualifying    individuals.     (See    enclosed    printed    matter    from    Massa- 
chusetts. ) 

b.  Housing  trusts.    (See  enclosed  copy  of  Newsletter  No.  8  of  May,  1957,  and 
supplement.) 

3.  Rents  should  be  scaled  to  income.  Some  oldsters  may  not  be  charged  rents 
at  all,  as  in  the  case  for  instance  in  an  old  peoples  home  in  Hamburg,  Ger- 
many, the  "Buergermeister  Joachim  vom  Kampe  und  Nicolaus  van  den  Wouwer 
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Gottes  Wohimngen"  fouuded  in  1582  and  transferred  in  1907  to  a  new  building, 
in    the    construction    of    -wliicli    I    toolv    part    as    superintendent. 

4.  "Red   tape,"   so   costly,   should   be   avoided   as   much   as   possible. 

5.  There  should  be  a  way  for  "trustee  controlled"  co-operative  action  by  govern- 
ment, churches,  foundations,   unions,   industries  and  so  on. 

Sincerely  yours, 

W.  F.  Ruck 


Senior   Citizen   City  Housing 

Dear  Sir  :  I  have  seen  in  the  Mirror  paper  about  your  housing  development  on 
which  would  like  full  information.  I  am  on  the  pension  and  the  wife  is  too,  so 
please   let   me   hear   from   you   with   full   details,   and   oblige. 

Gus  Schmidt 
1156  X.  Glendale  Boulevard 
P.S.  Find  enclosed  stamp  for  answer. 
Thank   you. 

Los  Angeles,  August  S,  1958 
Eon.  Sen.  Hugh  Burns 

Dear  Sir:  With  the  recommendation  from  Sen.  Richard  Richards  I  am  taking 
the  privilege  of  writing  to  you  this  letter  about  the  maltreatment  of  aged  people  at 
resthomes  here  in  Los  Angeles  County.  You  were  reading  in  the  papers  the  shocking 
news  how  the  older  people  get  treated.  It  awakened  the  consciences  of  the  people  in 
California. 

The  people  in  California  took  a  desert  land,  and  with  hard  work  and  with  all  their 
power  built  up  from  the  desert  for  a  Garden  of  Eden;  built  up  the  cities,  towns, 
nice  roads,  and  made  the  State  richer  and  nicer.  Thousands  of  people  from  other 
states  came  here  to  settle  in  this  wonderland.  The  people  expected  a  reward — some 
security  in  old  age — but  see  what  the  reward  is : 

No  jobs.  No  way  to  live.  They  are  isolated  from  society,  unable  to  exist  the  few 
years  they  have  to  live.  The  only  crime  is  OLD  AGE.  You  are  even  strange  to  your 
children — you  old  man. 

TVe  see  they  are  building  Boy's  Town  for  bad  children.  They  are  building  Young 
City  for  old  men  in  Phoenix,  Arizona.  Why  don't  we  do  the  same  here  in  Los 
Angeles.  I  have  an  idea. 

I  have  a  ranch,  60  acres  in  Cherry  Valley  near  Beaumont,  California,  two  miles 
to  Highland  Springs;  li  miles  from  Highways  99  and  70;  1  hour,  15  minutes  from 
Los  Angeles  ;  two  miles  to  a  nice  county  hospital ;  plenty  of  water,  and  I'm  willing 
to  sell  the  property  very  reasonalle  for  the  purpose  of  building  nice  homes  for  the 
old  people.  They  will  invest  their  social  security  checks  and  lots  of  people  will  give 
donations  for  that  purpose,  and  will  give  them  a  chance  to  enjoy  the  last  few  years 
they  have  to  live. 

If  you  would  like  to  have  more  information  about  my  property,  please  write  to  me 
and  I  will  give  you  all  the  information  you  would  like  to  have. 

I  hope  you  will  give  attention  to  my  letter  and  you  will  try  to  help  the  forgotten 
old  men. 

Thank  you  very  much  for  troubling  with  my  letter. 
Sincerely  yours, 

Louis  Bochner 

I'm  waiting  for  your  answer. 


APPENDIX   IV 

ZONING  REGULATIONS  FOR  FACILITIES  IN  LOS  ANGELES  SERVING 
OLDER  PEOPLE-BY  TYPE  AND  LOCALITY 


Location 


Type  of  institution 


Well  aged 


Under  6 
persons 


6  or  more 
persons 


Physically-ill 


Mentally 
incompetent 


Alhambra 

*Arcadia 

Avalon 

Azusa 

*BeU 

*Beverly  HiUs 

Burbank 

*Claremont 

Compton 

Covina 

Culver  City 

*E1  Monte 

El  Segundo 

Gardena 

Glendale 

*Glendora 

*Hawthorne 

*Hermosa  Beach 

Huntington  Park  . 

Inglewood 

*La  Verne 

Long  Beach 

Los  Angeles 

Lakewood 

Lynwood 

Manhattan  Beach  _ 

May  wood 

Monrovia 

Montebello 

*Monterey  Park 

Palos  Verdes 

Pasadena 

*Poniona 

*Redondo  Beach 

San  Fernando 

San  Gabriel 

San  Marino 

Santa  Monica 

Sierra  Madre 

Signal  Hill 

*South  Gate 

South  Pasadena 

Torrance 

Vernon 

West  Covina 

Whittier 

Unincorporated 


R-1 

R-3 

N.R. 

C-3 

R-3 

N.P. 

R-3 

(S.P.) 

R-3 

R-4 

R-4 

C-3 

R-3 

R-4 

R-4 

N.P. 

(S.P.) 

R-1 

N.R. 

R-1 

R-3 

C-3 

R-1 

N.R. 

R-3 

N.R. 

N.R. 

R-4 

R-3 

R-3 

N.R. 

R-3 

R-3 

(S.P.) 

R-3 

R-3 

N.R. 

R-4 

R-3 

N.R. 

R-3 

R-3 

R-4 

N.R. 

R-3 

R-1 

R-1 


R-4 
R-3 

C-3 
C-3 
N.P. 
R-3 

(S.P.) 
R-3 
R-4 
R-4 
C-3 
R-3 
R-4 
R-4 

N.P. 

(S.P.) 
R-1 

R-3 
R-3 
C-3 
R-4 

R-3 


N.R. 
R-3 
R-3 

R-3,  4 
R-3 

(S.P.) 
R-3 
N.P. 

R-4 
R-3 

R-3 
R-3 
R-4 

R-3 
R-4 
R-4 


C-3 

(S.P.) 

C-3 
C-3 

N.P. 

C-2 
(S.P.) 
(S.P.) 

R-4** 

C-3 

C-3 

R-3 

R-4  (S.P.) 

C-3 
N.P. 
(S.P.) 

R-4  (S.P.) 

R-3  (S.P.) 
R-3  (S.P.) 
C-3 
R-5 

R-3 


N.R. 
(S.P.) 
(S.P.) 

C  (Special  portion  only) 

R-3 

(S.P.) 

R-3 

N.P. 

C-2,  R-2,(S.P.) 
R-l-A 

(s"p.) 

C-1 
R-4** 

(s"p.) 

R-4 

C-3,  A  (W.P.) 


N.P. 
(S.P.) 

C-3 

C-3 

N.P. 

C-3 

N.P. 
(S.P.) 
(S.P.) 

C-3 

C-3 

R-3  (S.P.) 
(S.P.) 

C-3 
N.P. 
(S.P.) 

R-4  (S.P.) 

(S"P.) 

R-3  (S.P.) 
(S.P.) 

C-2 

R-3 


N.R. 

(S.P.) 
(S.P.) 

N.P. 
C-2 

(S.P.) 
C-2 
N.P. 

N.P. 
N.P. 

(S"P.) 
N.P. 
N.P. 

(s"p.) 

N.P. 
(S.P.) 


(S.P.) — With  special  permit  only. 
N.P. — Not  permitted. 
N.R. — No  return. 

*  Free  zoning  ordinances  only. 
**  No  such  zone  available  in  community. 
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INTRODUCTION 

ORGANIZATION  OF  THE  COMMISSION 

The  California  Commission  on  Interstate  Co-operation  was  estab- 
lished in  1939  (Cal.  Stats.  1939,  Chap.  376).  This  act  makes  California 
a  participating  member  of  the  Council  of  State  Governments,  and  is 
substantially  identical  to  the  uniform  act  under  which  similar  commis- 
sions have  been  established  in  every  other  state  of  the  Union.  The  pres- 
ent statutory  authoritv  of  the  commission  is  found  in  Title  2,  Division 
1,  of  the  Government  Code  (Sees.  8000-8011). 

COMMISSION  DUTIES  AND  RESPONSIBILITIES 

A  primary  function  of  the  California  commission  is  to  join  with 
one  or  more  of  the  other  states  and  territories,  which  have  similar 
organizations,  to  deal  with  interstate  problems  outside  the  purview  of 
federal  jurisdiction  and  of  so  broad  a  scope  that  their  solution  is  more 
quickly  and  permanently  achieved  by  co-operative  or  concurrent  action 
of  the  states  than  by  each  of  them  acting  independently.  In  pursuance 
of  this  function,  the  California  commission  has  engaged  in  bilateral, 
regional  and  national  studies  and  negotiations.  They  have  led  to  the 
mutually  beneficial  development  of  interstate  compacts  contemplated 
by  Article  I,  Section  10,  of  the  United  States  Constitution,  enactment 
of  uniform  and  model  state  legislation,  promotion  of  regional  programs, 
and  participation  in  reciprocal  administrative  acts  or  agreements. 
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LETTER  OF  TRANSMITTAL 

California  Commission  on  Interstate  Co-operation 

Sacramento,  June  1,  1959 

Mr.  J.  A.  Beek,  Secretary  of  the  Senate 
State  Capitol,  Sacramento,  California 

Dear  Mr.  Beek:  I  am  happy  to  transmit  herewith  a  copy  of  the 
report  of  the  California  Commission  on  Interstate  Co-operation  for 
the  period  May  28,  1957,  to  May  30,  1959. 

This  report  is  submitted  in  accordance  with  the  provisions  of  Section 
8009  of  the  Government  Code,  It  constitutes  a  report  to  the  Governor 
and  the  Legislature,  and  may  also  be  considered  as  a  report  of  the 
Senate  and  Assembly  Interim  Committees  on  Interstate  Co-operation. 

Cordially  vours, 

GLENN  M.  ANDERSON,  Chairman 

The  California  Commission  on  Interstate  Co-operation  also  acts  in  a 
liaison  capacity.  With  similar  organizations  in  other  states,  it  promotes 
better  understanding,  and  strives  for  effective  solution  of  federal-state 
problems.  The  commission  also  facilitates  the  interchange  among  Cali- 
fornia, the  other  states  and  their  national  associations,  of  experiences 
and  studies  pertaining  to  the  common  problems  of  the  states.  Whenever 
findings  or  actions  on  the  federal,  state  or  association  level  may  have 
gainful  application  in  California  or  an  effect  on  its  welfare,  they  are 
communicated  by  the  commission  to  the  responsible  agencies  of  the 
State. 

RELATION  WITH  THE  COUNCIL  OF  STATE  GOVERNMENTS 

The  statute  creating  the  Commission  on  Intergovernmental  Co-opera- 
tion charges  it  with  carrying  forward  California's  participation  as  a 
member  of  the  Council  of  State  Governments  on  a  regional  and  national 
level.  The  Council  of  State  Governments  is  a  joint  governmental  agency 
established  and  supported  by  the  states  for  service  to  them.  It  acts  as : 

A  medium  for  improving  legislative,  administrative,  and  judicial 
practices  in  the  states. 

An  agency  for  securing  full  co-operation  among  the  states  in  solv- 
ing interstate  problems,  both  regional  and  national. 

A  means  of  facilitating  and  improving  federal-state  relations. 

The  council  is  composed  of  commissions  on  interstate  co-operation,  or 
similar  bodies,  established  in  all  48  states  as  official  entities  of  the  state 
governments.  These  commissions,  working  for  co-operative  govern- 
mental action  on  numerous  fronts,  are  the  basis  on  which  the  council 
is  founded. 

The  states  themselves  govern  and  control  the  council  through  its 
board  of  managers.  In  1958,  the  board  comprised  50  delegate  members 
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representing  each  of  the  48  states  and  Hawaii  and  Puerto  Rieo,  20  ex 
officio  members,  and  10  managers-at-large. 

The  board  meets  annually,  and  at  special  call,  to  consider  council 
policy.  Its  executive  committee  works  with  the  executive  director  for 
solution  of  numerous  problems.  The  executive  director  is  appointed  by 
the  executive  committee,  subject  to  the  board's  approval.  He  selects  all 
members  of  the  council  staff,  and  they  operate  under  his  direction  and 
supervision. 

In  addition  to  its  central  office  in  Chicago,  Illinois,  the  council  has  a 
western  regional  office  in  San  Francisco,  California,  an  eastern  regional 
office  in  New  York,  and  a  branch  office  at  Washington,  D.  C.  The  latter 
is  specifieally  charged  with  responsibility  for  "facilitating  and  improv- 
ing federal-state  relations." 

The  council  is  secretariat  for:  the  Governors'  Conference,  the  Con- 
ference of  Chief  Justices,  the  National  Association  of  Attorneys  Gen- 
eral, the  National  Association  of  State  Budget  Officers,  the  National 
Legislative  Conference,  the  National  Association  of  State  Purchasing 
Officials,  the  Parole  and  Probation  Compact  Administrators'  Associa- 
tion, the  Juvenile  Compact  Administrators  Association,  and  the  Na- 
tional Conference  of  Court  Administrative  Officers.  The  council  has  a 
co-operative  arrangement  with  the  National  Conference  of  Commis- 
sioners on  Uniform  State  Laws  and  works  closely  with  this  and  other 
organizations  serving  state  governments. 

While  most  of  the  work  of  every  state  government  necessarily  is  con- 
centrated on  internal  affairs,  no  state  works  them  out  in  isolation.  The 
problems  of  one  state  have  their  counterparts  in  many  other,  if  not  all, 
states.  Likewise,  the  solutions  found  for  problems  in  one  state  often  are 
of  benefit,  when  not  applicable,  in  other  states.  As  a  primary  aid  in  the 
sharing  of  common  problems,  experience  and  successes  among  the  states, 
the  council  arranges  meetings,  undertakes  studies,  publishes  materials, 
and  assists  informal  communication  from  state  to  state. 

Certain  internal  problems  are  perennial  for  all  states  or  assume  spe- 
cial significance  for  all  at  certain  times.  On  these  matters,  the  council 
undertakes  special  studies;  often  at  the  specific  direction  of  the  Gov- 
ernors' Conference. 

Other  problems  are  common  only  to  the  states  of  a  particular  region, 
or  the  unique  regional  characteristics  of  a  group  of  states  may  necessi- 
tate a  different  approach  to  a  universal  problem  than  is  applicable  else- 
where in  the  Nation.  In  these  instances,  the  regional  office  of  the  council 
institutes  separate  or  special  studies,  generally  at  the  request  of  one  or 
more  of  the  regional  conferences — of  governors,  attorneys  general,  or 
state  legislators  and  officials. 

In  recent  years,  the  council  has  made  extensive  studies  in  the  fields  of 
public  school  and  higher  education,  state  mental  health  programs,  high- 
way regulations,  construction  and  finance,  metropolitan  problems,  state 
planning,  problems  of  the  aging,  state  judicial  systems,  federal-state 
relations,  and  state-local  relations.  In  some  instances,  studies  are  con- 
ducted by  research  specialists  under  council  supervision;  in  others,  by 
members' of  the  council's  staff;  in  still  others,  by  special  committees 
assisted  by  staff  members. 
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For  the  western  region,  a  preliminary  study  was  completed  in  No- 
vember, 1958,  on  the  problems  connected  with  "Federal  Real  Property 
in  the  West."  A  final  research  memorandum  on  "Financing  Public 
Schools"  was  published  in  December,  1958,  following  distribution  a 
year  earlier  of  a  preliminary  rei3ort  on  the  same  subject.  Both  studies 
were  specifically  requested  by  the  Western  Regional  Conference  of  the 
Council  of  State  Governments.  Also,  the  western  regional  office  of  the 
council  acted  as  co-ordinator  in  the  development  by  the  Western  Gov- 
ernors' Conference  of  the  "Western  Interstate  Corrections  Compact." 

Such  fact-finding  and  study  among  the  states  have  contributed  to 
steady  progress  in  organization,  procedures,  and  public  service  of  and 
for  the  state  governments  throughout  the  Union.  Some  of  the  more  im- 
portant recent  publications  and  studies  conducted  by  the  Council  of 
State  Governments  are  listed  in  the  appendix. 


INTERSTATE  ACTIVITY  IN  THE  WEST 

WESTERN   REGIONAL  CONFERENCES 

The  Western  Regional  Conference  of  the  Council  of  State  Govern- 
ments held  two  meetings  in  the  1957-58  biennium.  The  first  was  held 
September  9-12,  1957,  in  Seattle,  Washington.  In  three  general  sessions 
and  two  special  sessions,  the  conference  covered  a  wide  variety  of 
subjects. 

At  the  first  general  session  of  the  conference,  a  three-member  panel 
explored  the  problem  of  legislative  jurisdiction  over  federally  held  lands 
in  the  Western  States.  The  panel  examined  the  question  along  four 
lines:  (1)  factors  making  classification  or  transfer  of  legislative  juris- 
diction over  federally  ownied  land  necessary;  (2)  the  development  of 
agreement  on  the  subject  between  the  Federal  Government  and  the 
states,  leading  to  the  introduction  and  amendment  in  the  United  States 
Congress  of  S.  1538;  (3)  the  effectiveness  of  S.  1538,  as  amended,  in 
providing  a  solution  of  the  problem;  and  (4)  the  desirability  of  inaugu- 
ration of  a  comprehensive  system  of  federal  payments  in  lieu  of  taxes 
to  states  and  local  governments  as  compensation  for  their  inability  to 
realize  revenue  from  tax-immune  federal  real  property  holdings.  Assem- 
blyman Lloyd  W.  Lowrey  of  California  and  California  Assistant  At- 
torney General  Walter  S.  Rountree  were  members  of  the  panel. 

Three  resolutions  resulted  from  the  discussion.  One  registered  con- 
ference approval  of  S.  1538,  as  amended;  another  called  for  establish- 
ment of  a  special  committee  of  western  legislators  to  study  the  public 
lands  problem;  and  the  third  requested  the  Committee  on  Suggested 
State  Legislation  of  the  Council  of  State  Governments  to  develop  model 
uniform  state  legislation  governing  the  relinquishment  or  acceptance  of 
federal  legislative  jurisdiction  within  the  states.  (Model  legislation  on 
the  subject  is  included  in  Suggested  State  Legislation — Program  for 
1959,  iiY>.  64-68.) 

The  second  general  session  of  the  1957  conference,  presided  over  by 
California  Assemblyman  R.  H.  McCollister,  was  devoted  to  two  aspects 
of  state  water  problems.  One  was  the  need  for,  and  progress  in,  con- 
solidation and  reorganization  of  state  agencies  dealing  with  water  and 
other  natural  resources.  Deputy  Director  W.  J.  Shelton  of  the  Cali- 
fornia Department  of  Water  Resources  described  the  State's  approach 
to  reorganization  and  consolidation  of  water  resources  agencies.  Also 
discussed  at  the  session  was  the  impact  on  state  water  rights  of  recent 
United  States  Supreme  Court  decisions.  Conference  members  were 
alerted  to  the  manner  in  which  Supreme  Court  decisions  and  interpre- 
tations of  them  by  lower  courts  and  federal  administrative  agencies 
have  endangered  the  right  and  power  of  the  individual  states  to  decide 
the  course  of  water  conservation  and  development  within  their  borders. 

Two  subjects  occupied  the  attention  of  the  third  general  session  of 
the  conference.  The  desirability  and  feasibility  in  the  Western  States 
of  uniform  workmen's  compensation  legislation  authorizing  extraterri- 
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torial  coverage  on  a  reciprocity  basis  were  discussed  by  a  three-man 
panel.  As  a  result  of  the  discussions,  the  conference  passed  a  resolution 
establishing  a  special  committee  to  study  the  problem. 

The  last  half  of  the  final  general  session  was  devoted  to  a  review  of 
the  activities  of  the  Western  Interstate  Commission  for  Higher  Educa- 
tion in  the  health  science  professions,  in  interstate  exchange  of  college 
level  students,  and  in  studies  directed  toward  helping  the  states  meet 
rapidly  expanding  enrollments  in  state  universities  and  colleges. 

The  first  of  two  special  sessions  at  the  1957  Western  Regional  Con- 
ference explored  progress  in  the  field  of  institutional  care.  In  the  juve- 
nile area,  the  conference  heard  a  review  of  the  principles  and  growth  of 
the  Interstate  Compact  on  Juveniles,  the  possibilities  and  advantages  of 
interstate  co-operation  for  specialized  treatment  of  juvenile  offenders, 
and  the  operation  of  a  new  California  project  to  provide  psychiatric 
care  for  special  problem  juvenile  delinquents.  The  latter  program  was 
described  by  Victor  Kirk,  Special  Treatment  Co-ordinator  of  the  Cali- 
fornia Youth  Authority.  Also  outlined  at  the  special  session  on  institu- 
tional care  was  the  new  experimental  program  in  Oregon  to  achieve 
maximum  utilization  of  community  resources  in  favorably  affecting  the 
mental  patient's  experience  from  the  time  of  hospitalization  through 
his  final  integration  into  the  community. 

The  discussions  resulted  in  the  passage  of  a  resolution  urging  the 
Western  States  that  have  not  yet  acted  to  adopt  the  Interstate  Compact 
on  Juveniles.  States  having  mutual  interest  in  the  establishment  of 
specialized  institutions  for  homogeneous  groupings  of  delinquent  juve- 
niles were  urged  to  initiate  preliminary  studies  looking  to  final  action 
upon  passage  of  the  Interstate  Compact  on  Juveniles  by  all  states  par- 
ticipating in  such  studies. 

The  second  special  session  was  devoted  to  the  financial  and  budgetary 
problems  of  public  education.  Conference  participants  were  presented 
with  a  preliminary  report  on  "Financing  Public  Schools,"  a  study 
requested  by  the  1956  Western  Regional  Conference.  Comments  and 
suggestions  for  improvement  were  utilized  for  the  final  Research  Memo- 
randum published  in  December,  1958,  by  the  Western  Regional  Office 
of  the  Council  of  State  Governments. 

The  major  part  of  the  special  session  on  education  was  concerned 
with  a  discussion  of  the  techniques  for  expenditure  analysis  in  arriving 
at  a  commonly  acceptable  basis  for  establishing  the  costs  of  financing 
higher  education.  Dr.  Courtland  L.  Washburn,  Study  Director  of  the 
University  of  California  and  Western  Conference  Cost  and  Statistical 
Study,  described  the  study's  findings  on  statistical  analysis  of  higher 
education  expenditures.  A  recommendation  that  the  Western  Regional 
Conference  co-operate  with  the  AVestern  Interstate  Commission  for 
Higher  Education  and  the  Western  Governors'  Conference  in  holding 
a  legislative  workshop  on  financing  higher  education  was  endorsed  as  a 
result  of  the  discussions  at  the  special  session. 

The  second  Western  Regional  Conference  of  the  Council  of  State 
Governments  during  the  past  biennium  was  held  November  9-13,  1958, 
at  Los  Angeles,  California.  A  broad  range  of  subjects  was  covered  at 
five  general  sessions,  including  two  luncheon  meetings.  In  addition,  two 
newly  formed  committees  met  for  the  first  time — the  Western  Inter- 
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state  Committee  on  "Workmen's  Compensation  and  the  Western  Inter- 
state Committee  on  Public  Lands. 

Following  welcoming  remarks  by  W.  C.  Jaeobsen,  Chairman  of  the 
California  Commission  on  Interstate  Co-operation  and  General  Confer- 
ence Chairman,  the  first  general  session  entered  a  discussion  of  the 
needs  and  means  for  providing  continuity  of  civil  government  in  the 
event  of  enemy  nuclear  attack.  Heart  of  the  discussion  was  the  program 
of  legislation  providing  for  emergency  interim  succession  and  for  emer- 
gency location  of  the  seat  of  State  Government.  The  proposed  statutes 
and  constitutional  amendment  were  developed  by  the  Office  of  Civil  and 
Defense  Mobilization  in  co-operation  wnth  the  Legislative  Drafting 
Research  Fund,  Columbia  University,  and  the  Council  of  State  Govern- 
ments. As  approved  by  the  Committee  of  State  Officials  on  Suggested 
State  Legislation  of  the  Council  of  State  Governments,  the  model  legis- 
lation appears  in  the  Suggested  State  Legislation  Program  for  1959, 
pp.  29-52.  Statutes  and  a  constitutional  amendment  passed  by  the  last 
session  of  the  California  Legislature,  providing  for  continuity  of  gov- 
ernment, were  also  described  at  the  session  by  Assemblyman  Vernon 
Kilpatrick  of  California.  Out  of  the  discussions  came  a  resolution  me- 
morializing the  T\"estern  States  and  territories  to  study  and  consider 
carefully  the  proposed  legislation  on  continuity  of  government. 

At  the  luncheon  session  immediately  following.  Governor  Milward  L. 
Simpson  of  Wyoming  reported  on  the  Western  Interstate  Compact 
on  Correctional  Institutions  then  being  developed  by  a  special  com- 
mittee of  the  Western  Governors'  Couference.  The  Western  Regional 
Conference  of  the  Council  by  resolution  at  a  later  session,  commended 
the  governors  for  their  work,  and  memorialized  the  legislatures  of  the 
western  states  and  territories  to  study  and  consider  carefully  the  pro- 
posed compact  at  their  forthcoming  sessions.  It  will  make  possible  con- 
tractual arrangements  among  signatory  states  for  interstate  use  of 
correctional  institutions. 

At  its  second  general  session,  the  1958  conference  gave  its  attention 
to  three  separate  topics.  The  first  was  a  critique  of  the  1958  Legislative 
Workshop  on  Financing  Higher  Education.  Approval  for  the  project 
was  expressed  by  resolution  at  a  later  session  of  the  conference.  En- 
dorsement was  given  also  for  a  similar  workshop  in  1959. 

The  second  order  of  business  taken  up  by  the  session  was  the  matter 
of  controlling  welfare  costs.  Attention  was  focused  on  means  for  dis- 
covering, preventing,  and  correcting  fraud  and  evasion  of  responsi- 
bility^ in  claims  for  welfare  pajanents. 

Lobby  control  legislation  was  the  third  subject  considered.  The  dis- 
cussion centered  on  means  for  providing  reasonable  but  effective  control 
of  the  legislative  representation  groups  which  seek  to  influence  law- 
making bodies. 

The  last  general  session  of  the  1958  conference  was  given  over  to  an 
exploration  of  the  problems  of  an  aging  population  and  what  could 
be  done  about  them.  After  hearing  a  general  summary  of  the  situa- 
tion by  Assistant  Secretary  of  Labor  Xewell  Brown,  Chairman  of  the 
Federal  Council  on  Aging,  the  conference  divided  into  five  small 
groups  for  round-table  discussions  of  the  impact  on  state  governmental 
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programs,  such  as  health,  welfare,  employment  and  education,  of  the 
growing  proportion  of  older  persons  in  the  population.  The  confer- 
ence reconvened  in  general  session  for  luncheon  to  hear  a  report  on  the 
conclusions  of  the  round-table  discussions  and  an  address  on  "The 
States  and  Their  Older  Citizens"  by  Governor  Robert  D.  Holmes  of 
Oregon,  Vice  Chairman  of  the  Western  Governors'  Conference.  Assem- 
blyman Charles  J.  Conrad,  Speaker  pro  Tempore  of  the  California 
Legislature,  presided  at  the  luncheon  session. 

The  Western  Interstate  Committee  on  Workmen 's  Compensation  held 
its  organizational  meeting  in  conjunction  with  the  1958  Western  Re- 
gional Conference.  Established  by  resolution  of  the  1957  Western 
Regional  Conference  of  the  Council  of  State  Governments,  the  com- 
mittee met  in  Los  Angeles  to  explore  the  problem  and  possibilities  of 
uniform  workmen's  compensation  legislation  authorizing  extraterri- 
torial coverage  on  a  reciprocal  basis.  The  committee  agreed  that  its 
existence  should  be  continued  at  least  until  a  suitable  report  on  the 
interstate  workmen's  compensation  problem  is  prepared  and  submitted 
to  the  various  states  not  now  extending  extraterritorial  coverage.  As  the 
result  of  another  decision  by  the  committee,  the  conference  as  a  whole 
adopted  a  resolution  requesting  the  eight  western  states  not  now  pro- 
viding extraterritorial  coverage  in  workmen's  compensation  to  enact 
appropriate  statutes  on  the  lines  of  existing  legislation  in  California, 
Nevada,  and  Oregon.  Assemblyman  Charles  J.  Conrad  and  Senator 
James  J.  McBride  represented  California  on  the  committee. 

The  organizational  meeting  of  the  Western  Interstate  Committee  on 
Public  Lands  was  also  held  in  conjunction  with  the  conference  sessions. 
Likewise,  the  committee  was  established  as  a  result  of  the  previous 
year's  regional  conference  in  Seattle,  Washington.  The  committee  re- 
viewed the  problems  of  legislative  jurisdiction  over  federal  lands  and 
the  model  acts  and  constitutional  amendment,  intended  to  protect  the 
individual  states'  interest  in  any  future  transfers  of  jurisdiction, 
worked  out  by  the  Committee  of  State  Ofificials  on  Suggested  State  Leg- 
islation of  the  Council  of  State  Governments.  After  hearing  a  report  on 
the  possibilities  and  need  of  a  broad  program  of  shared  revenues  and 
payments  in  lieu  of  taxes  to  compensate  states  and  local  jurisdictions 
for  denial  of  revenue  from  federally  owned  property,  the  committee 
decided  it  should  continue  as  a  permanent  organization.  As  an  imme- 
diate goal,  it  was  determined  to  work  with  other  associations  of  state 
and  local  officials  in  promoting  federal  legislation  to  provide  a  more 
equitable  settlement  of  the  tax  problems  raised  as  a  consequence  of  fed- 
eral real  property  ownership.  A  resolution  to  this  effect  was  passed 
unanimously  by  the  committee.  Senator  Charles  Brown  and  Assembly- 
man Lloyd  I.owrey  were  California's  representatives  on  the  committee. 
Assembljanan  Lowrey  was  elected  its  chairman.  Other  Californians 
speaking  at  the  committee  sessions  were  Assistant  Attorney  General 
Walter  S.  Rountree  and  William  E.  MacDougall,  General  Manager  of 
the  County  Supervisors  Association  of  California.  W.  C.  Jacobsen, 
Chairman  of  the  California  Commission  on  Interstate  Co-operation, 
presided  at  the  meeting. 
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WESTERN  INTERSTATE  COMMITTEE  ON  HIGHWAY 
POLICY  PROBLEMS 

The  Western  Interstate  Committee  on  Highway  Policy  Problems  con- 
tinued as  an  active  part  of  the  AVestern  Regional  Conference  of  the 
Council  of  State  Governments  during  1957  and  1958.  At  regular  meet- 
ings in  Boise,  Idaho,  and  San  Francisco,  California,  during  1957,  and 
in  Seattle,  Washington,  and  Los  Angeles,  California,  during  1958,  the 
subjects  of  discussion  and  action  by  the  highway  group  fell  into  four 
general  categories:  (1)  federal  aid  highways,  including  the  interstate 
system,  and  their  effect  on  state  and  community  finances,  economies  and 
patterns  of  living;  (2)  progress  and  modification  of  the  Western  Pro- 
ration Compact;  (3)  safer  and  more  efficient  use  of  the  highways;  and 
(4)  questionable  truck  leasing  practices. 

Federal  Aid  Highways^ 

All  the  regular  meetings  of  the  committee  considered  one  or  more 
phases  of  the  federal  aid  highway  program  and  its  impact  on  the 
western  states  and  their  communities.  The  group  was  kept  informed 
of  progress  and  changes  under  the  1956  and  1958  Federal  Aid  High- 
way Acts.  Particular  attention  was  paid  to  the  provisions  and  financing 
of  the  Interstate  Highway  System. 

Two  important  byproducts  of  federal  aid  highway  legislation  re- 
ceived considerable  attention.  The  committee  devoted  a  session  at 
each  of  two  meetings  to  the  advisability  and  constitutionality  of 
enacting  state  legislation  to  take  advantage  of  the  provision  for  use 
of  federal  aid  funds  in  financing  the  relocation  of  utilities  forced  to 
move  by  realigment  of  existing  highways  as  part  of  the  interstate 
system.  One  of  the  sessions  of  another  conference  was  occupied  with 
an  exploration  of  the  implications  of  federal  legislation  providing  addi- 
tional financial  aid  to  states  limiting  billboard  advertising  on  the  right- 
of-way  of  new  interstate  highway  routes. 

Proration  ar)d  Reciprocity 

Reports  on  progress  and  modifications  of  the  Western  Proration 
and  Reciprocity  Compact  were  given  to  two  meetings  of  the  com- 
mittee. On  the  whole,  the  compact  developed  by  the  committee,  and 
first  put  into  effect  in  1956,  was  reported  to  be  working  to  the  mutual 
satisfaction  of  the  nine  member  states.  Existing  administrative  prob- 
lems are  being  solved  gradually  by  periodic  meetings  of  the  compact 
administrators,  and  steps  have  been  taken  to  expand  the  membership 
to  other  states  bordering  on  the  western  region.  A  major  change  insti- 
tuted by  most  of  the  member  states  during  1957  was  the  shift  in  pro- 
ration of  commercial  vehicles  from  a  vehicle  to  a  dollar  basis. 

At  the  request  of  the  compact  commissioners,  the  Western  Inter- 
state Committee  on  Highway  Policy  Problems  approved  a  motion 
expressing  concern  over  reciprocity  problems  reported  to  be  develop- 
ing between  western  compact  members  and  the  State  of  Illinois.  Com- 
mittee Chairman  Julia  Butler  Hansen,  Washington  State  Representa- 
tive, communicated  the  interest  and  concern  of  the  group  to  the  Illinois 
Governor  and  Secretary  of  State  with  a  request  that  continuing  efforts 
be  made  to  find  a  solution  for  the  difficulties. 
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Safer  and  More  Efficient  Use  of  Highways 

All  but  one  of  the  four  regular  meetings  of  the  committee  gave 
attention  to  various  aspects  of  assuring  safer  and  more  efficient  use 
of  highways.  A  half-day  session  at  the  mid-1958  conference  in  Seattle 
was  devoted  to  the  need  and  accessibility  of  better  training  for  motor 
vehicle  department  personnel,  the  practicability  and  economic  feasi- 
bility of  driver  improvement  programs  in  correcting  the  performance 
of  accident-prone  motorists,  and  the  necessity  and  methods  for  each 
state  to  make  a  thorough  examination  of  the  laws  and  administrative 
functions  governing  motor  vehicle  operation  and  use  for  the  purpose 
of  establishing  a  long-range  improvement  program  that  will  bring 
highway  use  abreast  of  highway  engineering  and  construction.  A  reso- 
lution urging  the  western  states  to  institute  immediately  the  kind  of 
self-examination  and  long-range  planning  set  forth  in  the  latter  dis- 
cussion was  adopted  unanimously  by  the  committee.  The  half-day 
session  in  Seattle  was  the  outgrowth  of  the  conclusions  reached  by  the 
committee  a  year  previous  on  the  need  for  information  in  this  area. 

The  Los  Angeles  meeting  of  the  committee  in  mid-November,  1958, 
was  given  a  report  on  the  development  of  mechanical  devices  to  create 
realistic  motoring  conditions  in  the  laboratory  which  can  be  used  to 
observe  scientifically  driver  reactions  in  emergency  situations.  The 
conference  also  was  presented  with  a  visual  summary  of  automobile 
crash  studies  that  are  disclosing  information  valuable  in  modifying  car 
design  to  lessen  the  chance  of  injury  and  death  in  accidents. 

With  the  objective  of  creating  greater  safety  on  western  highways, 
the  highway  committee  in  late  1956  appointed  a  Subcommittee  on 
Legislative  Problems  of  Highwaj^  Operation.  In  early  1957,  the  sub- 
committee approved  uniform  language  for  traffic  laws  considered  to  be 
of  particular  importance  in  promoting  safer  driving  in  the  West.  The 
recommendations  are  contained  in  Selected  Uniform  Traffic  Laws  for 
the  Western  States,  published  in  January,  1957,  by  the  Western  Re- 
gional Office,  Council  of  State  Governments. 

Questionable  Truck  Leasing  Practices 

At  the  November,  1957,  meeting  of  the  committee,  attention  was 
drawn  to  the  rising  incidence  of  questionable  truck  leasing  practices 
considered  to  be  a  threat  to  the  well-being  of  the  whole  common  car- 
rier transport  system.  A  progress  report  on  state  legislation  being 
framed  and  legal  actions  instituted  to  control  the  misuse  of  leased 
trucks  as  common  carriers  was  presented  to  the  November,  1958,  meet- 
ing  of   the   committee. 

California  Participation 

California's  membership  on  the  Western  Interstate  Committee  on 
Highway  Policy  Problems  is  made  up  of  state  legislators  and  admin- 
istrative officials  concerned  with  highways  and  motor  vehicle  opera- 
tion. Among  the  principal  speakers  and  panelists  from  California  at 
committee  sessions  in  the  past  two  years  are: 

Senator  Randolph  Collier;  Mr.  Francis  J.  Watson,  Assistant  Divi- 
sion Chief,  Department  of  Motor  Vehicles;  Mr.  Emerson  Rhyner, 
attorney  with  the  Division  of  Contracts  and  Rights-of-Way,  State 
Department  of  Public  Works;  Mr.  Robert  L.  Bishop,  member  of  the 
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State  Highway  Commission;  aud  Mr.   Paul  Mason,  Director  of  the 
Department  of  Motor  A^ehicles. 

The  committee  has  also  utilized  the  consulting  services  of  personnel 
from  the  Institute  of  Transportation  and  Traffic  Engineering,  Uni- 
versity of  California,  including  Mr.  Harmer  E.  Davis,  Director;  Mr. 
Richard  M.  Zettel,  Research  Economist;  and  Mr.  J.  H.  Mathewson, 
Assistant  Director. 

WESTERN  INTERSTATE  COMMITTEE  ON  AGRICULTURE 

The  TVestern  Interstate  Committee  on  Agriculture,  another  group 
established  by  the  Western  Regional  Conference  of  the  Council  of 
State  Governments,  continued  active  during  1957  and  1958.  Comprised 
of  state  legislators  and  administrative  officials  concerned  with  agri- 
culture, the  committee  during  the  biennium  met  once  in  1957  at 
Seattle,  Washington,  and  once  in  1958  at  Reno,  Nevada,  to  exchange 
information  on  agricultural  problems,  developments  and  programs 
within  the  western  states.  Mr.  W.  C.  Jacobsen,  Director  of  the  Cali- 
fornia State  Department  of  Agriculture,  is  committee  secretary. 

As  most  agricultural  matters  bear  on  relations  between  the  states 
and  the  Federal  Government,  the  United  States  Department  of  Agri- 
culture has  given  full  co-operation  to  the  group.  Department  repre- 
sentatives attended  both  the  1957  aud  1958  meetings  to  explain  federal 
agricultural  programs  affecting  the  states,  and  to  discuss  possible 
adjustment  of  federal  programs  in  line  with  state  needs. 

Federal-Stafe  Relations 

Federal-state  relations  in  agriculture  occupied  a  principal  place  on 
the  agenda  of  both  the  1957  and  1958  meetings  of  the  committee.  The 
1958  sessions  were  held  in  conjunction  with  the  "Western  Association 
of  State  Departments  of  Agriculture. 

An  important  part  of  the  discussions  between  state  and  federal  rep- 
resentatives covered  the  form  and  substance  of  co-operative  agree- 
ments between  the  U.  S.  D.  A.  and  state  departments  of  agriculture. 
As  an  aid  to  better  relations  between  the  two  levels  of  government  in 
agriculture,  policy'  statements  are  being  worked  out  co-operatively  by 
federal  and  state  representatives  to  define  the  lines  of  responsibility 
and  authority  in  joint  programs. 

The  Seattle  meeting  was  given  a  review  of  a  proposed  policy  state- 
ment covering  the  field  of  marketing  and  an  opportunity  to  suggest 
changes.  Progress  under  the  insect,  pest  and  plant  disease  control  pro- 
gram and  under  the  animal  disease  control  program — both  previously 
covered  by  joint  policy  statements — was  also  reviewed  at  Seattle. 

A  year  later  in  Reno,  Nevada,  the  emphasis  in  discussions  of  federal- 
state  relations  was  placed  on  the  amount  of  federal  allocations  for 
various  joint  agricultural  programs,  innovations  in  determining  individ- 
ual state  allotments,  and  the  progress  of  federal  legislation  affecting 
state  agricultural  programs.  Considerable  attention  was  focused  on  the 
provisions  of  the  Federal  Packers  and  Stockyards  Act  and  their  effect 
on  state  packing  houses. 
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State  Problems  i 

Problems,  developments,  and  programs  of  primary  importance  to  the 
western  states  also  occupied  a  principal  place  in  the  programs  of  the 
1957  and  1958  meetings.  State-by-state  reports  in  1957  on  important 
agricultural  problems  and  legislation  during  the  year  showed  a  general 
movement  in  the  West  toward  adopting  advance  methods  of  operation 
and  regulation  in  the  agricultural  industry.  An  indication  of  the  prog- 
ress being  made  was  that  no  state  reported  any  immediate  crises  in  the 
farm  or  cattle  industry.  However,  state  reports  and  discussions  devel- 
oping from  them  indicated  common  concern  with  four  major  problems 
— conflict  of  agricultural  with  other  interests  in  land  use,  control  and 
allocation  of  underground  water,  eradication  of  brucellosis,  and  estab- 
lishment of  state  meat  inspection  on  a  par  with  federal  inspection. 

Another  problem  common  to  the  western  states  was  raised  and  dis- 
cussed at  the  1958  meeting — the  complex  issues  involved  in  marketing 
agricultural  products.  Two  aspects  of  the  problem  received  major  atten- 
tion. One  is  the  matter  of  rising  freight  rates  that  make  it  increasingly 
difficult  for  the  western  producer  to  sell  competitively  in  eastern  mar- 
kets. The  other  is  the  growth  of  vertical  and  horizontal  integration  in 
the  agricultural  and  livestock  industries. 

Also  given  attention  at  the  1958  meeting  was  the  threat  posed  to 
western  agriculture  and  grazing  by  the  attempts  of  sportsmen  to  intro- 
duce the  San  Juan  rabbit  onto  the  United  States  mainland.  The  com- 
mittee was  told  that  the  semiarid  stretches  of  the  West  are  a  favorable 
habitat  for  the  rabbit.  They  are  similar  to  areas  in  New  Zealand  and 
Australia  where  the  rabbit  became  such  a  pest  after  its  introduction 
that  millions  of  dollars  and  years  of  effort  have  been  expended  in 
bringing  it  under  control  and  restoring  hundreds  of  square  miles  of 
land  to  production. 

Resolutions 

The  many  matters  of  concern  to  western  farmers  and  cattlemen 
taken  up  by  the  committee  are  reflected  in  its  resolutions,  most  of  them 
dealing  with  federal  activities  affecting  the  states.  The  committee  twice 
went  on  record  requesting  improved  co-operation  from  the  Federal  Gov- 
ernment in  predatory  animal  control  and  eradication  of  noxious  weeds 
on  federal  lands  and  in  restoration  and  improved  maintenance  of  the 
international  boundary  fence.  The  Federal  Government  also  was  asked 
to  permit  recognition  of  state-inspected  meat  on  a  par  with  federally 
inspected  meat  when  the  former  conforms  to  federal  standards;  to 
refrain  from  charging  administrative  costs  of  USDA  staff  members, 
above  supervisory  field  personnel,  against  collections  made  by  the  states 
for  defraying  inspection  and  certification  expenses;  to  institute  pro- 
grams for  the  eradication  of  sheep  scabies  and  hog  cholera ;  to  study  the 
possibilities  of  effective  biological  control  techniques  for  use  against 
the  Mexican  fruit  fly;  to  increase  federal  contributions  to  the  matched 
funds  program  for  agriculture ;  to  require  under  the  Packers  and  Stock- 
yards Act  that  federal  supervision  over  additional  stockyards  in  any 
state  be  effected  only  after  complete  and  open  hearings,  and  that  mar- 
keting agencies  record  the  livestock  identification  brand  of  cattle  in 
posted  yards  as  part  of  the  invoice  practice  when  requested  by  any 
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state;  and  to  discontinue  the  requirement  for  labeling  of  raw  fruits 
and  vegetables  treated  with  harmless  fungistats. 

On  state  matters,  the  "Western  Interstate  Committee  on  Agriculture 
passed  a  resolution  urging  co-operative  efforts  to  prevent  the  intro- 
duction of  the  San  Juan  rabbit.  By  a  motion  carried  at  the  1958 
meeting,  the  committee  announced  its  intent  to  seek  a  fact-finding  con- 
ference with  the  public  utility  commissioners  of  the  western  states  to 
establish  the  economic  factors  involved  in  the  determination  of  trans- 
portation and  freight  rates. 

LEGISLATIVE  WORKSHOP  ON  FINANCING  HIGHER  EDUCATION 

With  the  prospect  of  college  and  university  enrollments  doubling  in 
the  next  few  j^ears,  and  the  consequent  probability  that  legislatures 
will  be  asked  for  greatly  increased  appropriations  to  support  education 
beyond  the  high  school,  the  first  western  regional  Legislative  "Workshop 
on  Financing  Higher  Education  was  held  at  Denver,  Colorado,  in 
April,  1958.  It  was  cosponsored  by  the  "Western  Regional  Conference  of 
the  Council  of  State  Governments,  the  Western  Governors'  Conference, 
and  the  Western  Interstate  Commission  for  Higher  Education. 

The  program  was  directed  toward  developing  better  understanding 
and  methods  of  budget  making,  analysis  and  review  for  colleges  and 
universities.  For  the  first  time  on  a  regionwide  basis,  legislators  respon- 
sible for  state  education  programs  and  the  appropriation  of  funds  for 
their  support,  state  budget  officers,  legislative  fiscal  analysts,  state 
superintendents  of  education,  and  college  and  university  presidents 
and  business  officers  met  to  consider  the  fiscal  problems  of  higher 
education. 

The  workshop  represented  a  first  step  toward  the  development  of  a 
better  mutual  understanding  between  state  executive  and  legislative 
officials  involved  in  the  budget  process  on  the  one  hand,  and  officers 
of  higher  learning  institutions  on  the  other  hand.  The  success  of  the 
first  workshop  and  the  continuing  need  to  meet  the  growing  demands 
for  higher  education  have  led  to  a  jjroposal  for  holding  a  similar  con- 
ference in  the  spring  of  1959.  The  proposal  has  received  the  endorse- 
ment of  the  Western  Regional  Conference  of  the  Council  of  State 
Governments  and  the  Western  Governors'  Conference.  The  two  groups 
have  agreed  to  co-operate  with  the  Western  Interstate  Commission  for 
Higher  Education  in  sponsoring  the  1959  workshop. 

WESTERN  GOVERNORS'  CONFERENCE 

The  Western  Governors'  Conference  held  three  meetings  during  1957- 
1958 — at  Reno,  Nevada,  in  April,  1957 ;  at  Colorado  Springs.  Colorado, 
in  February,  1958 ;  and  at  Honolulu,  Hawaii,  in  November,  1958.  A 
principal  reason  for  the  second  1958  conference  was  to  complete  work 
on  the  proposed  Western  Interstate  Corrections  Compact  in  time  for  it 
to  be  submitted  to  the  1959  sessions  of  the  western  state  legislatures. 
The  development  and  provisions  of  the  proposed  compact  are  described 
later  in  this  section. 

In  addition  to  working  out  the  design  of  the  compact  permitting 
interstate  use  of  correctional  institutions,  the  W^estern  GoA^ernors  ex- 
plored a  number  of  other  subjects  of  mutual  concern  to  states  in  the 
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region.  Natural  resources  were  discussed  at  all  three  conferences  and 
higher  education  at  both  1958  conferences.  Consideration  also  was  given 
to  the  problems  and  progress  in  the  West  of  highways,  federal-state 
relations,  state  government  reorganization,  and  continuity  of  govern- 
ment in  the  event  of  enemy  nuclear  attack.  A  variety  of  other  matters 
affecting  state  government  was  given  briefer  attention. 

The  range  of  subjects  considered  and  the  conclusions  reached  by  the 
western  governors  in  their  deliberations  are  registered  in  the  resolu- 
tions approved  by  the  1958  conferences.  Recommendations  directed  to 
the  Federal  Government  urged :  that  the  strength  of  the  army  national 
guard  not  be  reduced  as  contemplated ;  that  the  system  of  interstate  and 
national  defense  highways  be  completed  by  the  deadline  originally  set 
for  1972;  that  Hawaii  be  allocated  mileage  on  the  interstate  system; 
that  federal  appropriations  for  forest  and  public  land  highways  be  in- 
creased at  least  to  50  million  dollars  per  year ;  that  state  water  laws  be 
binding  on  any  federal  project  for  the  appropriation,  diversion,  use  or 
storage  of  surface  or  underground  waters ;  that  specified  steps  be  taken 
to  maintain  a  healthy  metal  and  mining  industry ;  that  the  budget  and 
construction  rate  for  reclamation  projects  be  increased;  that  the  syn- 
thetic fuel  industry  be  permitted  reasonable  depletion  allowances  for 
federal  income  tax  purposes;  that  western  transportation  rates  be  re- 
viewed and  studied  by  the  Interstate  Commerce  Commission  with  a 
view  to  their  revision  toward  equity  of  charges;  that  Alaska  and 
Hawaii  be  admitted  to  statehood;  and  that  the  method  of  computing 
pay  for  the  armed  forces  be  revised  along  lines  proposed  by  the 
Cordiner  Committee. 

In  other  resolutions,  the  western  governors  urged :  that  the  question 
of  military  withdrawals  of  air  space  from  private  or  commercial  use 
be  placed  on  the  agenda  of  the  National  Governors'  Conference;  that 
the  states  make  every  effort  to  preserve  and  extend  quality  education, 
and  to  stretch  the  educational  dollar  by  bold  experimentation  in  new 
techniques  of  instruction  and  more  efficient  use  of  classrooms  and  teach- 
ers ;  that  encouragement  and  support  be  extended  to  the  1958  and  1959 
Legislative  Workshop  on  Financing  Higher  Education;  that  the  West- 
ern Interstate  Corrections  Compact  be  submitted  by  the  Governors  to 
the  1959  sessions  of  the  western  state  legislatures,  and  that  immediate 
steps  be  taken  by  the  latter  to  ratify  it;  and  that  careful  study  and 
consideration  be  given  by  the  western  states  to  adoption  of  the  proposed 
legislation  providing  for  continuity  of  government  in  case  of  enemy 
nuclear  attack. 

CONFERENCE  OF  WESTERN  ATTORNEYS  GENERAL 

The  Western  Attorneys  General  held  two  conferences  during  the  past 
biennium— one  at  Las  Vegas,  Nevada,  in  April,  1957,  and  the  other  at 
Portland,  Oregon,  in  April,  1958.  The  latter  conference,  at  its  closing 
state  dinner,  was  addressed  by  Governor  Robert  D.  Holmes  of  Oregon. 

The  chief  legal  officers  of  the  western  states  were  concerned  with  a 
number  of  mutual  problems  during  the  biennium.  Most  pressing,  and 
given  most  attention  by  the  attorneys  general,  was  the  question  of 
federal-state  jurisdiction  over  water  resources  arising  out  of  Supreme 
Court  decisions  and  subsequent  interpretations  of  them  by  lower  courts 
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and  federal  administrative  agencies.  A  report  on  tlie  problem  and 
methods  of  restoring  state  water  rights  was  given  to  the  1957  confer- 
ence by  a  special  committee,  of  which  California  Attorney  General 
Edmund  G.  Brown  was  a  member.  Discussion  following  the  report  at 
the  1957  conference,  and  further  consideration  of  the  issues  in  1958,  led 
to  resolutions  in  both  years  urging  congressional  action  to  re-establish 
the  supremacy  of  state  water  rights. 

Attention  also  was  focused  on  a  number  of  other  problems.  At  the 
1957  conference,  the  Western  Attorneys  General  devoted  a  session  to 
the  legal  issues  involved  in  state  regulation  of  the  development  of 
atomic  energy.  Attorney  General  Brown  served  as  a  panelist  for  the 
discussion.  The  problems  of  criminal  law  enforcement  in  extradition 
proceedings,  post-mortem  investigations,  and  habeas  corpus  and  post- 
conviction procedures  were  the  subject  of  another  session. 

At  the  1958  conference,  the  "Western  Attorneys  General  discussed  a 
number  of  different  topics.  In  addition  to  the  question  of  state-federal 
jurisdiction  over  water  resources,  the  conference  considered  the  extent 
to  which  the  attorney  general  may  have  to  go  beyond  his  principal  role 
as  legal  advisor  to  become  involved  in  policy  making ;  the  provisions  of 
Indian  treaty  rights  and  the  problems  of  law  enforcement  in  this  area ; 
the  issues  involved  in  reciprocal  enforcement  of  tax  decrees;  and  state 
needs  and  methods  in  effecting  regulations  of  advance  fee  promotion  of 
real  estate.  California  Deputy  Attorney  General  Lee  B.  Stanton  out- 
lined the  latter  problem  to  the  conference. 

Besides  passing  two  resolutions  requesting  Congress  to  restore  the 
paramountcy  of  state  water  rights,  the  western  attorneys  general  twice 
went  on  record  during  the  biennium  in  favor  of  statehood  for  Alaska 
and  Hawaii.  In  1957,  the  conference  also :  requested  Congress  to  pass 
legislation  in  line  with  recommendations  of  the  National  Association  of 
Attorneys  General,  the  Federal  Judicial  Conference  and  the  Conference 
of  Chief  Justices  to  remedy  abuse  of  the  office  of  the  writ  of  habeas 
corpus ;  recommended  to  governments  at  all  levels  passage  of  legislation 
governing  campaign  contributions  and  expenditures;  and  commended 
the  United  Nations  for  its  past  achievements  in  building  peaceful  re- 
lationships among  the  nations,  and  expressed  hope  that  efforts  in  this 
direction  would  be  continued.  In  1958,  the  western  attorneys  general 
by  resolution:  asked  the  co-operation  of  the  National  Association  of 
Attorneys  General  in  making  the  states  and  appropriate  federal  agen- 
cies aware  of  the  detrimental  effects  of  unlicensed  advance  fee  oper- 
ators ;  requested  Congress  to  authorize  highway  mileage  for  Hawaii  on 
the  interstate  system ;  and  urged  the  federal  lawmakers  to  approve  the 
Interstate  Compact  Procedure  Act  embodied  in  S.  3428. 

PROPOSED  WESTERN  INTERSTATE  CORRECTIONS  COMPACT 

The  possibility  of  a  compact  that  would  broaden  interstate  use  of 
correctional  institutions  was  first  considered  formally  by  the  Western 
Governors'  Conference  at  its  February,  1958,  sessions.  Correctional 
officials  for  many  years  have  recognized  the  desirability  of  providing 
specialized  facilities  and  programs  for  particular  categories  of  persons 
held  in  correctional  institutions.  Most  populous  state,  in  fact,  have  a 
variet}^  of  institutions,  each  designed  and  equipped  to  handle  effectively 
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the  custody  and  rehabilitation  of  persons  with  similar  problems.  Sepa- 
rate facilities  and  treatment  have  been  designed  for  such  groups  as 
women  prisoners,  maximum  security  male  prisoners,  defective  juveniles, 
emotionally  disturbed  delinquents,  psychotic  children  and  mentally  ill 
prisoners. 

In  less  populated  states,  however,  the  number  of  persons  in  each 
special  category  is  so  small  that  separate  facilities  and  programs  may 
be  deemed  too  costly.  To  overcome  the  obstacle  of  excessive  cost,  some 
of  the  western  states  in  the  past  have  entered  into  contracts  for  out-of- 
state  care  of  women  prisoners  and  certain  juvenile  delinquents.  Over 
the  years,  the  Western  Interstate  Committee  on  Institutional  Care  has 
studied  various  aspects  of  the  problem. 

Discussion  of  these  problems  and  possibilities  of  solving  them  through 
interstate  co-operation  at  the  February,  1958,  Western  Governors'  Con- 
ference led  to  the  appointment  of  a  special  committee  of  three  governors 
to  work  out  the  design  of  an  interstate  correctional  compact.  Their  draft 
of  a  tentative  compact  was  submitted  for  study  and  comment  to  correc- 
tional officials  and  attorneys  general  of  the  western  states.  The  amended 
draft  was  approved  with  minor  changes  by  the  western  governors  at 
their  conference  in  Honolulu.  Commendation  for  the  governors'  work  on 
the  compact  was  registered  by  the  Western  Regional  Conference  of  the 
Council  of  State  Governments,  which  also  recommended  that  the  west- 
ern state  legislatures  give  serious  consideration  and  careful  study  to  the 
compact  at  their  1959  sessions. 

The  proposed  Western  Interstate  Corrections  Compact  is  an  enabling 
device  to  provide  ratifying  states  with  the  legal  framework  for  the  co- 
operative care,  treatment  and  rehabilitation  of  offenders  sentenced  to, 
or  confined  in,  prisons  or  other  correctional  institutions.  However,  en- 
actment of  the  compact  would  not  bind  a  state  to  any  action.  The  state 
would  be  bound  only  to  the  extent  it  entered  into  contracts  with  other 
states  under  provisions  of  the  compact,  and  only  to  the  extent  judges 
and  administrators  determined  offenders  should  be  placed  in  out-of-state 
institutions  rather  than  in  the  state's  own  facilities. 

The  compact  would  permit  a  contracting  party  state  to  send  such  of 
its  inmates  of  the  groups  covered  by  contract  as  deemed  appropriate  to 
institutions  in  other  states.  Also,  a  state  would  be  able  to  maintain  cor- 
rectional facilities  that  might  be  uneconomic  if  used  only  for  its  own 
needs,  but  that  become  practicable  when  part  of  the  cost  is  borne  by 
other  states  using  the  facilities.  In  all  cases,  legal  jurisdiction  over 
prisoners  is  retained  by  the  sending  state. 

WESTERN  INTERSTATE  COMMISSION  FOR  HIGHER  EDUCATION 

Many  states  cannot  provide  top-level  programs  in  all  fields  of  educa- 
tion, despite  heavy  investments  in  higher  education.  This  applies  partic- 
ularly in  high-cost  fields  such  as  medicine,  dentistry,  veterinary  medi- 
cine, public  health,  etc.  The  Western  Governors'  Conference,  recognizing 
this  problem,  inaugurated  in  1949  a  study  which  led  to  the  drafting  of 
the  Western  Interstate  Compact  for  Higher  Education.  In  1951,  five 
states  ratified  the  compact ;  10  of  the  Eleven  Western  States,  including 
California,  are  now  signators,  and  congressional  consent  has  been 
granted. 
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California  has  had  additional  representation  on  the  board  during  the 
bienninm.  Governor  Edmund  G.  Brown  is  one  of  10  managers-at-large. 
His  six-year  term  expires  at  the  end  of  1959.  Former  Governor  Good- 
Avin  J.  Knight,  as  a  member  of  the  Governors'  Conference  Executive 
Committee,  was  an  ex  officio  member  of  the  board  in  ]  957-58. 

GENERAL  ASSEMBLY  OF  THE  STATES 

The  Fourteenth  Biennial  General  Assembly  of  the  States  was  held  in 
Chicago,  Illinois,  December  4-5.  1958.  Bringing  together  representatives 
of  all  the  groups  and  conferences  with  which  the  Council  of  State  Gov- 
ernments is  associated,  the  two-day  assembly  explored  a  broad  variety 
of  state  problems.  The  opening  general  session  was  devoted  to  considera- 
tion of  emerging  responsibilities  of  the  states  in  the  areas  of  atomic 
energy,  problems  of  the  aging,  and  water  resources.  Another  general 
session  was  devoted  to  a  discussion  of  state  responsibilities  for  veterans 
programs  and  for  the  mentally  retarded  segment  of  the  population. 
Reports  on  federal-state  relations  in  general,  and  on  the  specific  effect 
on  the  relationship  of  judicial  decisions,  occupied  the  attention  of  the 
third  general  session  of  the  assembly.  The  assembly  also  divided  into 
three  groups  for  concurrent  sessions  on  school  curricula  revision,  sug- 
gested state  legislation  for  1959,  and  metropolitan  problems. 

California  officials  occupying  presiding  or  speaking  roles  at  the  as- 
sembly sessions  included  Assemblyman  Lloj'd  AV.  Lowrey;  ]\Ir.  Harvey 
0.  Banks,  Director  of  the  State  Department  of  AVater  Resources;  and 
Mr.  J.  Marvin  Russell,  Director  of  the  State  Department  of  Veterans 
Affairs. 

COMMITTEE  OF  STATE  OFFICIALS  ON  SUGGESTED 
STATE  LEGISLATION 

Each  year  the  Committee  of  State  Officials  on  Suggested  State  Legis- 
lation formulates  draft  bills,  statements  and  recommendations  on  a 
wide  variety  of  matters  of  mutual  concern  to  the  states.  Committee 
deliberations  are  based  on  suggestions  and  requests  referred  to  the 
group  by  individual  state  officials,  special  state  committees  and  agencies, 
regional  or  national  organizations  of  state  officials,  and  the  Federal 
Government. 

Comprised  wholly  of  state  officials,  the  committee  membership  in- 
cludes commissioners  on  interstate  co-operation  or  their  equivalents 
among  the  states,  commissioners  on  uniform  state  laws,  attorneys  gen- 
eral and  state  legislative  officials.  Assemblyman  Lowrey  is  California's 
representative  on  the  committee. 

Committee  proposals  are  submitted  for  study  to  the  commissions  on 
interstate  co-operation  and  other  state  officials.  "SVliile  many  of  the  pro- 
posals are  cast  in  the  form  of  legislation,  they  constitute  no  more  than 
suggestions  with  respect  to  the  problems  posed.  Consideration  of  local 
conditions,  statutory  practice,  and  constitutional  requirements  must  be 
the  final  determinants  for  each  state  of  what,  if  any,  action  should 
be  taken  on  the  basis  of  the  proposals. 

The  recommendations  each  year  of  the  Committee  of  State  Officials 
are  contained  in  Suggested  Steite  Legislation,  published  annually  by  the 
Council  of  State  Governments.  Included  in  the  publication  is  a  review 
of  recent  interstate  comjDacts  of  general  interest  and  the  uniform  acts 
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promulgated  during  the  year  by  the  National  Conference  of  Commis- 
sioners on  Uniform  State  Laws.  Copies  are  distributed  each  year  to 
members  of  the  Commissioners  on  Interstate  Co-operation,  to  all  legis- 
lative service  agencies,  and  to  other  officials  in  every  state.  Separate 
summaries  of  the  proposals  are  sent  to  each  state  legislator  early  in 
every  session.  The  full  text  of  Suggested  State  Legislation — Program 
for  1958  and  Program  for  1959  is  available  without  charge  to  any  state 
legislator  requesting  a  copy. 

NATIONAL  LEGISLATIVE  CONFERENCE 

The  tenth  and  eleventh  annual  meetings  of  the  National  Legislative 
Conference  were  held  during  the  past  biennium.  Bringing  together 
members  of  the  state  legislatures  and  their  service  agencies,  the  confer- 
ence serves  to  improve  the  organization  and  operation  of  the  legislative 
branch  of  the  state  government.  In  addition  to  legislators,  the  confer- 
ence is  composed  of  staff  directors  of  legislative  research  councils  and 
committees,  members  of  bill  drafting  and  statutory  revision  agencies, 
fiscal  review  and  post  audit  personnel,  legislative  reference  librarians 
and  legislative  clerks  and  secretaries. 

In  1957  at  Oklahoma  City,  Oklahoma,  and  in  1958  at  Boston,  Massa- 
chusetts, the  conference  continued  the  practice  of  devoting  most  of  its 
time  to  concurrent  workshops.  Each  workshop  was  concerned  with  a 
different  area  of  the  legislative  process,  enabling  persons  of  like  profes- 
sional or  technical  responsibility  to  discuss  their  fields  of  activity  in 
detail  and  formulate  standards  for  improved  service  to  the  legislatures. 
General  sessions  were  held  only  at  the  beginning  and  the  end  of  each 
meeting. 

Among  the  important  actions  taken  by  the  conference  in  the  past 
biennium  were  the  establishment  and  development  of  a  program  for 
interstate  exchange  of  legislative  service  agency  publications.  To  keep 
state  legislatures  abreast  of  federal  developments  affecting  the  states, 
the  conference  resolved  to  make  a  review  of  federal-state  relations  a 
regular  part  of  the  group's  annual  meeting  and  to  re-establish  a  com- 
mittee on  federal-state  relations.  The  committee  was  directed  to 
co-operate  with  the  Council  of  State  Governments  and  its  afifiliated 
organizations  studying  federal-state  relations,  and  to  keep  the  confer- 
ence continuously  informed  of  developments  in  this  field. 

JOINT  FEDERAL-STATE  ACTION  COMMITTEE 

As  the  result  of  President  Eisenhower's  recommendation,  the  Gov- 
ernors' Conference  in  1957  established  a  Governors'  Committee  to  work 
jointly  with  a  committee  of  federal  officials  on  matters  of  federal-state 
relations.  Known  as  the  Joint  Federal-State  Action  Committee,  the 
group  has  directed  its  efforts  toward  consideration  of  the  proper  allo- 
cation of  functions  and  taxes  among  the  various  levels  of  government. 
In  December,  1958,  the  joint  committee  submitted  its  Progress  Report 
No.  1.  It  was  sent  to  all  governors,  all  commissions  on  interstate  co- 
operation, and  other  interested  state  officials.  Additional  copies  of  the 
report  are  available  from  the  Council  of  State  Governments. 

The  Joint  Federal-State  Action  Committee  continued  active  in  1958. 
Interim  reports  on  the  group's  work  have  been  given  to  the  National 
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Governors'  Conference  and,  more  recentl.y,  to  the  Western  Governors' 
Conference,  and  to  the  l-lth  Biennial  General  Assembly  of  the  States. 
The  conclusions  and  recommendations  of  the  committee,  formulated  at 
its  meetings  and  through  its  studies  during  the  year,  are  to  be  published 
in  the  near  future. 

In  the  first  progress  report,  the  joint  committee  recommended  that 
the  states  take  over  full  responsibility  for  vocational  education  and  the 
construction  of  municipal  waste  treatment  plants.  To  finance  these 
functions,  the  Federal  Government  was  urged  to  relinquish  to  the  states 
40  percent  of  the  present  federal  excise  tax  on  local  telephone  service. 
The  joint  committee  also  recommended  that  specific  steps  be  taken  by 
the  states  to  assume  a  larger  share  of  responsibility  for  natural  disaster 
relief,  the  promotion  and  regulation  of  peaceful  uses  of  atomic  energy, 
urban  renewal,  water  pollution  control,  and  school  construction. 

At  the  March  10-11,  1958,  meeting  of  the  committee,  attention  was 
focused  primarily  on  education  beyond  the  high  school,  urban  renewal, 
civil  defense  and  economic  acceleration.  Consideration  also  was  given  at 
this  meeting,  and  at  another  in  September,  to  intergovernmental  rela- 
tions in  the  problems  of  an  aging  population,  metropolitan  problems, 
mental  health,  migratory  labor,  law  enforcement,  and  w^ater  use  and 
conservation.  As  a  result  of  a  directive  from  the  National  Governors' 
Conference,  the  joint  committee  also  looked  into  means  for  effecting 
regional  co-operative  state  action  to  strengthen  and  improve  federal- 
state  relations. 

NATIONAL  ORGANIZATIONS  MEETING  IN  THE  WEST 

Of  the  nine  national  organizations  of  state  officials  with  which  the 
California  Commission  on  Interstate  Co-operation  is  associated,  four 
held  meetings  in  the  West  during  1957-58.  In  addition,  a  special  con- 
ference was  held  in  the  West  to  review  the  progress  of  the  Interstate 
Compact  on  Mental  Health.  These  conferences  are  singled  out  for  brief 
comment. 

The  National  Association  of  Attorneys  General  held  its  fifty-first  an- 
nual meeting  June  23-26,  1957,  at  Sun  Valley,  Idaho.  In  seven  discus- 
sion sessions,  the  conference  covered  such  matters  as  the  legal  aspects  of 
criminal  law^  enforcement,  the  states  and  atomic  energy,  the  Flood  In- 
surance Act  of  1956,  the  implications  of  the  Supreme  Court  decisions 
in  the  Konigsberg  and  Schware  cases,  the  interstate  compact  today,  and 
federal-state  relations.  As  chairman  of  the  association's  Committee  on 
Escheat,  Attorney  General  Brown  made  a  special  report  on  the  subject 
to  the  conference. 

The  conference  concerning  the  operation  of  the  Interstate  Compact 
on  Mental  Health  was  held  May  11,  1958,  in  San  Francisco.  Principal 
object  of  the  conference  was  to  review  state  experience  under  the  com- 
pact, and  to  provide  states  considering  its  adoption  with  the  oppor- 
tunity for  evaluating  its  advantages  and  problems. 

In  the  same  city,  from  August  11  to  14,  1958,  the  National  Associa- 
tion of  Budget  Officers  held  its  fourteenth  annual  meeting.  Among  the 
subjects  explored  in  the  four-day  conference  were  the  budgetary  prob- 
lems of  higher  education,  the  co-ordination  of  budget  and  purchasing, 
the  economics  and  principles  of  data  processing,  executive-legislative 
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relations  and  their  effect  on  the  budgeting  process,  and  the  budgeting 
as}3ects  of  capital  construction. 

The  other  two  meetings  in  the  AVest  of  national  organizations  were 
held  concurrently  August  19-23,  1958,  in  Pasadena,  California.  These 
were  the  sessions  of  the  Conference  of  Chief  Justices  and  the  National 
Conference  of  Court  Administrative  Officers.  The  chief  justices  received 
and  approved  the  report  of  a  special  committee  on  the  role  of  the  judi- 
ciary as  it  affects  relationships  between  the  states  and  the  federal  gov- 
ernment. Other  sessions  were  devoted  to  laws  governing  atomic  energy 
and  water  rights.  The  court  administrative  officers  exchanged  ideas  on 
technical  matters  of  court  administration. 


CONTINUING  ACTIVITIES  OF  THE  COMMISSION 

In  addition  to  the  regional  and  national  activities  covered  elsewhere 
in  this  report,  the  California  Commission  on  Interstate  Co-operation 
has  continued  to  work  closely  with  other  states  individually  and  with 
citizen  groups  and  federal  agencies.  A  summary  of  such  activities  is 
presented  in  this  part  of  the  report. 

In  January,  1959,  Governor  Brown  named  Lieutenant  Governor 
Glenn  M.  Anderson  chairman  of  the  commission  to  succeed  W.  C. 
Jacobsen,  Director  of  Agriculture,  who  had  been  chairman  since  1955. 
Mr.  Jacobsen  remains  a  member  of  the  commission.  Other  changes  in 
membership  involved  two  new  Senate  members,  one  new  Assembly 
member,  and  four  new  administrative  members.  Fred  Zweiback  was 
elected  executive  secretarj^  to  succeed  Chas.  V.  Dick. 

During  the  1959  legislative  session,  Assembly  Bill  Xo.  868  (Miller) 
was  enacted,  and  would  add  the  Speaker  of  the  Assembly,  the  Chairman 
of  the  Assembly  Committee  on  Rules,  and  two  additional  Senate  mem- 
bers to  the  commission,  making  a  total  membership  of  19. 

At  its  December,  1958,  meeting,  the  Board  of  Managers  of  the  Coun- 
cil of  State  Governments  adopted  a  new  schedule  of  state  appropria- 
tions to  the  council,  which  increased  California's  contribution  from 
$31,250  per  year  to  $49,000.  The  new  figure  was  ratified  by  the  Cali- 
fornia Commission,  and  is  included  in  the  1959-1960  Budget.  From 
1954  to  1958,  state  participation  was  recommended  by  the  council  at 
the  rate  of  $1,875  per  500,000  population,  based  on  the  1940  census. 
The  dollar  factor  is  reduced  to  $1,750  per  500,000  population  in  the 
revised  schedule,  which  uses  July,  1957,  Census  Bureau  estimates  as 
a  base. 

TRADE  BARRIERS 

Early  in  1958,  the  commission  interested  itself  in  two  situations 
involving  discrimination  against  California  wines  by  other  states. 

In  the  first  instance,  an  action  was  commenced  on  February  11, 
1958,  in  the  United  States  Supreme  Court  by  the  then  Attorney  General 
Edmund  G.  Brown,  in  which  the  State  of  Washington  was  charged 
with  discriminating  against  the  sale  of  California  wine.  The  action  on 
behalf  of  the  State  of  California  sought  to  enjoin  and  restrain  enforce- 
ment of  Washington  alcoholic  beverage  laws  which  were  said  to  be 
unconstitutional. 

California's  complaint  charged  that  the  State  of  Washington  dis- 
criminates against  the  sale  of  California  wine  in  that  state  in  order 
to  give  preference  and  economic  advantages  to  Washington  wine.  Three 
types  of  discrimination  were  alleged.  These  are: 

1.  Washington  monopolizes  the  distribution  and  sale  of  California 
wine  in  its  state-owned  retail  liquor  stores.  In  contrast,  Washing- 
ton wine  is  allowed  to  be  sold,  at  both  wholesale  and  retail,  by 
privately  owned  business  establishments. 

(28) 
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2.  The  State  of  Washington  uses  its  monopoly  control  over  California 
wine  to  fix  its  prices  at  unreasonably  high  levels.  Washington  does 
not  fix  or  control  the  prices  at  which  Washington  wine  is  sold, 
either  by  the  vintners,  the  wholesalers  or  the  retail  dealers  in 
that  state. 

3.  Washington  prohibits  California  wineries  from  promoting  the  sale 
of  California  wine  in  Washington  by  direct  contact  with  the 
4,800  retail  liquor  licensees  in  Washington.  On  the  other  hand, 
producers  and  wholesalers  of  Washington  wine  are  permitted  to 
solicit  and  promote  the  sale  of  Washington  wine  free  of  any  such 
restriction. 

California's  wine  industry  produces  five  times  more  wine  than  the 
47  other  states  combined.  In  the  past  five  years,  the  average  has  been 
115,000,000  gallons  to  the  rest  of  the  Nation's  16,000,000  gallons. 
California  vineyards  and  winery  properties  are  valued  at  $500,000,000 
and  give  direct  employment  to  100,000  people. 

Eighty  percent  of  California  wine  moves  in  interstate  commerce. 
Forty-eight  of  the  58  counties  in  California  grow  grapes  on  a  total  of 
433,000  acres  of  land  that  produces  2,800,000  tons  of  grapes  annually. 
The  direct  financial  return  to  the  State's  economy  is  estimated  at  over 
$2,000,000  annually. 

The  action  by  the  California  Attorney  General  was  in  the  form  of 
a  motion  seeking  permission  to  file  its  complaint  against  Washington, 
and  to  invoke  the  court's  jurisdiction  over  the  case.  The  court  heard  the 
petition  on  November  10,  1958,  and  the  bill  of  complaint  was  denied. 

The  Attorney  General  has  petitioned  for  a  rehearing,  and  the  fol- 
lowing two  statements  in  the  petition  reveal  the  basis  for  the  requested 
rehearing : 

''(1)  The  court  has  determined  the  substantive  law  of  the  case  in 
advance  of  the  filing  of  the  complaint  and  without  having 
received  the  brief  and  argument  of  California  in  supiDort  of 
the  merits  of  the  case ; 

''(2)  With  deference  to  the  court's  undoubted  authority  to  sum- 
marily dispose  of  the  case,  we  submit  that  the  effect  of  the 
court's  order  is  to  determine  the  substantive  law  of  the  case 
without  California  having  had  its  day  in  court  to  brief  and 
argue  these  questions  for  the  court's  consideration." 

As  of  April,  1959,  no  decision*  had  been  forthcoming  on  the  petition 
for  rehearing. 

About  the  same  time  that  the  action  against  Washington  was  started 
by  the  Attorney  General  of  California,  the  Chairman  of  the  California 
Commission  on  Interstate  Co-operation  was  advised  by  representatives 
of  the  California  wine  industry  that  House  Bill  243,  introduced  in 
the  Michigan  Legislature,  would  further  discriminate  against  Cali- 
fornia and  New  York  State  wines.  The  effect  of  House  Bill  243 
would  have  been  to  extend  to  wines  of  over  16  percent  alcoholic  con- 
tent the  same  discriminatory  50  cents  per  gallon  tax  that  is  currently 
applicable  to  wines  of  16  percent  or  less  alcoholic  content.  The  Michigan 
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tax,  currently  applicable  to  out-of-state  table  wines  and  which,  by  the 
terms  of  the  bill,  would  have  been  imposed  on  out-of-state  dessert 
wines,  is  used  to  provide  a  46  cents  per  gallon  credit  to  Michigan 
wineries,  provided  they  pay  local  producers  $85  or  more  per  ton  for 
the  grapes  used  in  the  production  of  wine. 

Upon  learning  of  the  proposed  legislation,  Chairman  Jacobsen  imme- 
diately contacted  the  Council  of  State  Governments,  and,  through  the 
efforts  of  that  agency,  coupled  with  those  of  Governor  Goodwin  J. 
Knight,  the  California  and  New  York  Commissions  on  Interstate  Co- 
operation and  the  wine  industry,  the  bill  was  stopped. 

JURISDICTION  OVER  FEDERAL  AREAS  WITHIN  THE  STATES 

As  indicated  elsewhere  in  this  report,  the  commission  has  maintained 
its  interest  in  the  subject  of  the  relinquishment  of  former  federal 
legislative  jurisdiction  within  the   states. 

At  the  "Western  Regional  Conference  held  in  Los  Angeles  on  Novem- 
ber 9-13,  1958,  a  Western  Interstate  Committee  on  Public  Lands  was 
formed.  Assemblyman  Lloyd  Lowrey  was  elected  chairman  of  the  com- 
mittee. 

The  National  Legislative  Conference,  at  its  meeting  in  Oklahoma 
City  in  1957,  formed  a  Committee  on  Federal-State  Relations  to  con- 
sider, among  other  things,  the  matter  of  legislative  jurisdiction  over 
federal  lands  within  the  states. 

A  bill,  S.  1538  (McClellan),  was  introduced  in  the  Eighty-fifth 
Congress,  based  on  agreements  between  a  federal  interdepartmeut 
committee  and  a  special  committee  of  the  Council  of  State  Govern- 
ments. The  measure  would  have  provided  a  method  for  federal  relin- 
quishment of  legislative  jurisdiction  over  land  in  the  several  states. 
Although  supported  by  the  Council  of  State  Governments  and  the 
states  generally,  the  bill  failed  to  pass.  Model  state  legislation  to 
provide  for  acceptance  of  jurisdiction  by  the  individual  states  was 
prepared  by  the  Committee  of  State  Officials  on  Suggested  State  Leg- 
islation of  the  Council  of  State  Governments,  and  appears  on  page  67 
of  the  publication  "Suggested  State  Legislation— Program  for  1959." 

The  problem  of  federal  legislative  jurisdiction  over  lands  within 
the  state  has  been  a  constant  problem  to  a  number  of  state  agencies 
which  are  thus  deprived  of  authority  to  enforce  state  statutes  on  these 
enclaves.  An  example  that  has  caused  concern  is  the  inability  of  the 
Department  of  Agriculture  to  enforce  the  State  Milk  Control  Law 
with  respect  to  sales  within  military  installations.  In  an  effort  to 
further  confine  the  extent  of  cession  of  of  jurisdiction  to  the  Federal 
Government,  Assembly  Bill  No.  2079  (Lowrey  et  al.)  was  introduced 
in  the  1959  Session  of  the  California  Legislature.  The  bill  would 
amend  Section  126  of  the  Government  Code  to  provide  that  the  State 
reserve  all  legislative  jurisdiction  except  that  which  is  necessary  for 
the  proper  utilization  by  the  United  States  of  such  use  of  the  land 
for  which  such  jurisdiction  is  accepted. 
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CALIFORNIA-NEVADA  INTERSTATE  COMPACT  COAAMISSION 

In  1955,  the  California  Commission  on  Interstate  Co-operation  and 
the  Legislative  Commission  of  the  Nevada  Legislative  Connsel  Bureau 
supported  legislation  creating  a  California-Nevada  Interstate  Water 
Compact  Commission  with  power  to  negotiate  a  proposed  agreement 
between  the  two  states.  The  compact,  to  be  effective,  would  require 
subsequent  ratification  by  both  states,  as  well  as  congressional  consent. 

Nevada  enacted  its  legislation  as  Chapter  153,  Statutes  of  1955, 
and  the  California  legislation  was  Chapter  1810,  Statutes  of  1955. 
The  function  of  the  commission,  as  stated  in  the  California  act,  is 
to  co-operate  with  a  similar  commission  representing  the  State  of 
Nevada  in  formulating  and  submitting  to  the  Legislatures  of  both 
states,  for  their  approval,  an  interstate  compact  relative  to  the  dis- 
tribution and  use  of  the  waters  of  Lake  Tahoe,  and  the  Truckee, 
Carson,  and  "Walker  Rivers.  Co-operation  with  a  federal  representa- 
tive appointed  by  the  President  to  participate  in  negotiations  is  also 
specified  in  the  act. 

The  major  items  of  accomplishment  by  the  California  commission 
during  the  past  year  which  have  been  made  together  with  the  Nevada 
commission  are : 

(a)  Developing  terms  which  have  been  recommended  to  the 
State  Water  Rights  Board  for  inclusion  in  the  water  rights  permit 
of  the  United  States  Bureau  of  Reclamation  for  its  Stampede 
Reservoir  on  the  Little  Truckee  River.  These  recommended  terms, 
since  adopted  by  the  board,  have  as  their  main  purpose  the  pro- 
tection of  future  water  users  in  the  Truckee  River  Basin  in 
California  through  the  reservation  of  a  quantity  of  water  for 
such  uses  as  may  develop  in  this  area.  This  reserved  water  supply 
thus  cannot  be  appropriated  for  use  in  Nevada. 

(b)  Developing  terms  which  have  been  recommended  to  the 
State  Water  Rights  Board  for  inclusion  in  the  water  rights  permit 
of  the  United  States  Bureau  of  Reclamation  for  its  Prosser 
Creek  Reservoir  on  Prosser  Creek,  a  tributary  to  the  Truckee 
River.  These  recommended  terms,  now  being  considered  by  the 
board,  have  as  their  main  purpose  insuring  the  use  of  water 
stored  in  Prosser  Creek  Reservoir  for  protection  and  enhancement 
of  the  fishery  resources  of  the  Truckee  River  between  the  Lake 
Tahoe  outlet  and  the  state  line. 

(c)  Undertaking  a  public  opinion  survey  of  property  owners 
within  the  Lake  Tahoe  Basin  in  California  to  determine  what  type 
of  regulation  of  maximum  lake  levels  these  people  feel  necessary, 
and  to  what  extent  these  people  may  be  willing  to  pay  for  any 
benefits  derived  from  such  regulation.  The  Nevada  commission 
has  undertaken  a  similar  survey  of  property  owners  along  the 
Nevada  side  of  Lake  Tahoe.  Both  commissions  have  combined 
with  this  a  campaign  to  acquaint  the  Lake  Tahoe  residents  with 
the  problems  relating  to  the  interstate  waters  of  the  lake  which 
affect  these  residents,  and  also  to  develop  a  desire  among  these 
residents  to  work  together  in  proposing  acceptable  solutions  to 
some  of  these  problems. 
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(d)  Completion  of  the  basic  work  on  an  engineering  study 
designed  to  indicate  to  the  commissions  the  relative  amounts  of 
water  which  will  be  available  for  apportionment  between  the  two 
states.  This  study,  entitled  the  "Terminal  Flow  Study,"  while 
subject  to  revision  or  modification,  is  a  necesary  step  in  the  deter- 
mination of  allocations  of  water  to  each  state. 

(e)  Initiation  of  an  inventor^"  of  present  water  uses  within 
the  California  portion  of  the  compact  area.  This  inventory  is  for 
the  purpose  of  determining  those  present  uses  of  water  which 
will  be  exempted  from  regulation  under  the  compact. 

In  addition  to  those  major  items  listed  above,  the  commission  has 
undertaken  a  great  deal  of  work  necessary  to  the  satisfactory  comple- 
tion of  a  compact.  Appointive  committees  are  actively  at  work  in  such 
fields  as  defining  terms  to  be  used  in  the  compact,  looking  into  the  water 
needs  of  fish  and  game  and  recreation  which  will  have  to  be  considered, 
investigating  means  of  achieving  adequate  sewage  disposal  without  pol- 
luting the  lake  or  jeopardizing  the  available  water  supply  through 
exportation  of  sewage  effluent  from  the  Lake  Tahoe  Basin. 

In  anticipation  of  problems  Avhicli  are  certain  to  arise  as  negotiations 
proceed,  the  California  Commission  is  presently  engaged  in  the  follow- 
ing studies,  either  jointly  with  the  Nevada  Commission  or  by  itself. 

(a)  Continuation  of  inventorying  the  existing  uses  of  water 
within  the  compact  area  in  California.  The  Nevada  Commission  is 
engaged  in  a  similar  inventory  within  its  own  state.  Coupldl  with 
this  inventory  will  be  the  tabulation,  insofar  as  possible,  of  claimed 
water  rights  under  which  each  of  these  uses  is  made. 

(b)  In  co-operation  with  the  Corps  of  Engineers  and  Bureau  of 
Reclamation,  a  series  of  operation  studies  of  Lake  Tahoe  is  being 
made  to  determine  the  effects  of  various  physical  improvements. 
This  will  aid  in  choosing  the  most  practicable  means  of  providing 
this  area  with  the  water  it  needs  for  its  future  development. 

(c)  Continuation  of  engineering  studies  on  the  water  needs  of 
specific  areas  to  insure  that  compact  provisions  will  guarantee  ade- 
cpiate  supplies  of  water  for  these  needs  insofar  as  practicable. 
These  studies,  using  data  already  collected  on  present  and  probable 
future  land  use,  are  refinements  of  overall  water  requirement 
studies  completed  earlier  by  the  engineering  staffs. 

(d)  The  California  Commission  anticipates  that  within  the  com- 
ing year  it  will  be  possible  to  initiate  drafting  of  an  interstate  com- 
pact. Certain  areas  of  agreement  already  reached  between  the  two 
commissions  will  permit  a  start  on  compact  terms.  Drafting  of 
terms  will  occupy  a  considerable  portion  of  the  commission's  time. 

CALIFORNIA-NEVADA  BORDER  ZONE  AGREEMENT 

On  February  19,  1959,  Paul  ]\Iason,  Chairman  of  the  California 
Reciprocity  Commission,  advised  the  Commission  on  Interstate  Co- 
operation that  a  California-Nevada  Border  Zone  Agreement  for  Com- 
mercial Vehicle  Reciprocity  had  been  negotiated  between  the  two  states. 
Authority  for  California's  participation  was  contained  in  Senate  Bill 
No.  943  (Brown  and  Collier)  of  the  1957  Session. 
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The  reciprocal  agreement  was  effective  and  operative  on  February  10, 
1958,  and  provides  for  a  "free"  zone  of  50  airline  miles  on  either  side 
of  the  border  between  California  and  Nevada  for  commercial  vehicles 
under  10,000  pounds  unladen  weight  which  are  not  operated  "for 
hire. ' '  Such  vehicles  are  restricted  to  being  domiciled  within  the  50-mile 
zone. 

KLAMATH  RIVER  BASIN  COMPACT 

On  September  11,  1957,  the  Klamath  River  Basin  Compact  between 
the  States  of  Oregon  and  California  became  effective,  following  its  rati- 
fication by  the  legislatures  of  the  States  of  Oregon  (Chap.  142,  Oregon 
State  Laws  1957)  and  California  (Chap.  113,  Calif.  Stats.  1957)  and 
consent  thereto  by  Act  of  Congress  (71  Stat.  497). 

The  major  purposes  of  the  compact  are,  with  respect  to  the  water 
resources  of  the  Klamath  River  Basin : 

A.  To  facilitate  and  promote  the  orderly,  integrated  and  comprehen- 
sive development,  use,  conservation  and  control  thereof  for  various  pur- 
poses, including,  among  others :  the  use  of  water  for  domestic  purposes ; 
the  development  of  lands  by  irrigation  and  other  means ;  the  protection 
and  enhancement  of  fish,  wildlife  and  recreational  resources ;  the  use  of 
water  for  industrial  purposes  and  hydroelectric  power  production ;  and 
the  use  and  control  of  water  for  navigation  and  flood  prevention. 

B.  To  further  intergovernmental  co-operation  and  comity  with  re- 
spect to  these  resources  and  programs  for  their  use  and  development 
and  to  remove  causes  of  present  and  future  controversies  by  providing : 
(1)  for  equitable  distribution  and  use  of  water  among  the  two  states 
and  the  Federal  Government;  (2)  for  preferential  rights  to  the  use  of 
water  after  the  effective  date  of  this  compact  for  the  anticipated  ulti- 
mate requirements  for  domestic  and  irrigation  purposes  in  the  Upper 
Klamath  River  Basin  in  Oregon  and  California;  and  (3)  for  prescribed 
relationships  between  beneficial  uses  of  water  as  a  practicable  means  of 
accomplishing  such  distribution  and  use. 

Pursuant  to  its  terms,  a  commission  has  been  established  to  administer 
the  compact.  Commissioners  are :  Lewis  A.  Stanley,  State  Engineer  of 
the  State  of  Oregon;  Harvey  0.  Banks,  Director  of  the  California 
Department  of  Water  Resources,  and  Kenneth  N.  Phillips,  representing 
the  United  States. 

TUNA  FISHERIES  PROBLEMS 

As  indicated  in  a  previous  report,  the  intensive  attention  of  the  com- 
mission was  directed  in  1955  to  problems  facing  the  California  tuna 
industry,  because  of  excessive  imports  of  frozen  and  canned  tuna  in 
the  absence  of  adequate  tariffs  or  import  quotas. 

A  special  subcommittee  of  the  Federal  and  Intergovernmental  Rela- 
tions Committee  of  the  California  Commission  was  established  to  work 
on  the  problem,  and  both  the  subcommittee  and  the  commission,  as  a 
whole,  have  maintained  a  deep  interest  therein.  The  impact  of  dumping 
14,000  tons  of  frozen  tuna  by  the  Japanese  monopoly  in  the  spring  of 
1957  led  to  attempts  to  have  the  Antidumping  Law  of  1921  revised. 
Intensive  effort  was  directed  to  this  purpose  through  support  of  H.  R. 
No.  6006  (Cooper).  The  dumped  tuna  became  available  at  prices  from 
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$100  to  $150  a  ton  less  than  it  cost  the  cartel  members  in  Japan  to 
produce  it.  Administrative  relief  was  sought  from  the  Treasury  De- 
partment on  tlie  albaeore  dumping-  charge,  but  the  Treasury-  decided 
against  the  domestic  industry-  in  March,  1957. 

In  fulfillment  of  the  responsibilitj^  assumed  by  the  commission  as 
recommended  by  Governor  Knight,  and  as  a  follow  through  on  the 
important  efforts  at  Washington,  D.  C,  of  its  special  subcommittee, 
every  feasible  assistance  was  proffered  to  the  depressed  tuna  fishing 
industry  by  whatever  co-ojoerative  means  designed  to  supplement  pro- 
posals before  the  U.  S.  Tariff  Commission,  and  to  supjDort  action  to  gain 
adequate  and  proper  protective  legislation  in  the  Congress. 

Valuable  assistance  was  rendered  by  the  Council  of  State  Govern- 
ments, through  its  Washington  office,  in  connection  with  the  Federal 
Tariff  Commission  hearings  (December,  1957),  and  in  furnishing  in- 
formation as  proposed  federal  legislation  developed. 

Meefing  at  San  Diego 

The  California  Commission  on  Interstate  Co-operation  Special  Sub- 
committee on  Tuna  Fisheries  Problems  met  with  representatives  of  the 
tuna  industry  on  A'ovember  14,  1957,  in  San  Diego,  California. 

The  purpose  of  the  meeting  was  to  enable  members  of  the  Special 
Tuna  Subcommittee  to  be  filled  in  on  recent  developments,  both  from 
the  industry  and  from  Mr.  Jacobsen  as  a  result  of  his  trip  to  AVash- 
ington,  D.  C,  and  to  give  consideration  to  the  special  committee's 
representation  at  the  Tariff'  Commission  hearing  on  tuna  in  Washing- 
ton, D.  C,  on  December  11th.  Reiiresenting  the  Commission  on  Inter- 
state Co-operation  were :  W.  C.  Jacobsen,  Chairman ;  Assembljmien 
Vincent  Thomas  and  Lloyd  Lowery;  and  Executive  Secretary  Chas.  V. 
Dick. 

Chairman  Jacobsen  gave  a  brief  report  on  the  tuna  situation  sub- 
stantialh-  as  follows : 

''The  purpose  of  this  get-together  is  to  informally  discuss  the 
current  status  of  the  tuna  import  situation;  to  bring  the  repre- 
sentative groups  of  the  tuna  industry  up  to  date  on  the  activities 
of  the  Special  Tuna  Subcommittee  of  the  California  Commission 
on  Interstate  Co-operation ;  to  have  the  subcommittee  itself  more 
fully  informed,  and  to  seek  the  advice  of  the  branches  of  the  tuna 
industry  as  to  whether  or  not  the  commission  should  represent  the 
official  interest  of  the  State  of  California  at  the  time  of  the  Tariff 
Commission  hearings  on  the  tuna  industry  at  Washington,  D.  C, 
on  December  11,  1957. 

"It  was  increasingly  difficult  to  understand  how  there  could 
continue  to  be  inaction  on  the  part  of  federal  executive  and  admin- 
istrative agencies  to  extend  greater  assistance  toward  a  solution  of 
the  problem.  Looking  back  to  the  Eighty-second  Session  of  Con- 
gress (1951-1952),  when  a  bill  passed  the  House  on  October  15, 
1951,  providing  for  a  3-ceut-per-pound  duty  on  fresh  and  frozen 
tuna,  it  was  found  to  have  been  held  up  on  the  Senate  side  for  a 
complete  review  of  the  situation.  In  the  meantime,  a  new  branch 
has  come  into  existence  in  the  Department  of  the  Interior,  to  be  of 
whatever  helj^  it  can,  but  apparently  it  has  to  tread  lightly  because 
of  resistance  in  the  State  Department. 
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''It  is  considered  a  continuing  responsibility  of  the  Commission 
on  Interstate  Co-operation  to  keep  aware  of  developments  in  the 
tuna  fisheries  problem,  and  to  render  assistance  in  accordance  with 
instructions  from  Governor  Knight.  The  material  forwarded  by 
the  American  Tunaboat  Association  has  been  reviewed  regularly. 
On  each  of  our  trips  to  Washington,  D.  C,  contact  has  been  made 
with  one  or  more  agencies  to  keep  abreast  of  developments,  and  as 
a  sort  of  follow-up  on  the  good  work  that  our  special  subcommittee 
attempted  during  the  summer  of  1955.  On  the  most  recent  trip, 
contact  was  made  with  the  Tariff  Commission  staff  members,  with 
the  United  States  Fish  and  Wildlife  Commercial  Fisheries  Section, 
the  United  States  Department  of  the  Interior  Specialist  on  GATT, 
the  Council  of  State  Governments,  and  the  legislative  representa- 
tive in  Senator  Kuchel's  office.  Effort  was  made  to  learn  in  what 
respect  the  tuna  problem  differed  in  obtaining  tariff  assistance  from 
other  industries  that  had  been  recognized. 

"It  appears  now  that  the  request  by  resolution  of  the  Senate 
for  a  study  by  the  Tariff  Commission,  under  Section  332  of  the 
Tariff  Act,  may  have  an  important  bearing  on  proposed  legislation. 
The  Section  332  hearings  differ  from  the  hearings  under  Section  7 
in  that  the  latter  are  designed  to  make  a  determination  if  a  tariff 
should  either  be  withdrawn  or  be  increased,  whereas,  under  Section 
332,  it  is  purely  a  fact-finding  matter  on  the  part  of  the  Tariff 
Commission  staff  to  accomplish  several  objectives:  (1)  to  bring  the 
study  made  as  of  March  20,  1953,  up  to  date;  (2)  to  have  facts  to 
aid  in  the  development  of  proper  legislation,  some  of  which  has 
already  been  introduced,  since  there  are  four  bills  in  both  the 
Senate  and  the  House;  (3)  to  correlate  the  information  available 
to  segments  of  the  industry  with  that  obtained  from  official  sources, 
and  which,  incidentally,  can  serve  as  a  basis  for  testimony  in  con- 
nection with  the  legislation  and  provide  the  attorneys  representing 
the  various  segments  of  the  tuna  industry  with  accurate  data. 

"It  became  clearly  evident  that  legislation  would  be  necessary, 
and  that  the  provisions  of  the  Tariff  Act  which  might  in  any  way 
be  applicable  to  tuna  would  have  to  be  revised.  There  is  a  general 
basket  clause  in  that  act  which,  because  of  the  absence  of  limita- 
tions or  specific  restrictions,  permits  tuna  to  be  imported  in  a 
variety  of  forms  not  subject  to  any  current  tariff  provisions  made 
applicable  to  the  canned  product.  For  example,  disks  and  loins 
partially  prepared  for  canning  are  being  brought  into  east  coast 
canneries  in  special  packages,  where  merely  oil  is  added  and  final 
cooking  furnished.  The  resulting  canned  output  is  made  available 
to  supply  the  east  coast  demand.  Disks  and  loins  in  containers  of 
15  pounds  or  less  have  become  an  important  outlet  for  Japanese 
tuna  into  the  United  States  over  and  above  the  frozen  tuna  that 
comes  in  on  a  free  basis.  This  also  reduces  the  amount  of  cannery 
labor  in  the  United  States,  and  favors  employment  of  cannery  help 
in  Japan. 

"It  developed,  through  discussions  with  staff  members  of  the 
Tariff  Commission,  that  there  would  also  likely  be  a  series  of  'cus- 
toms simplification'  hearings,  to  be  held  in  January,  that  might 
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have  considerable  significance,  and  concerning  whicli  the  industry 
should  be  aware. 

"Apparently,  the  proposed  amendments  to  the  'Antidumping 
Act  of  1921, '  considered  at  hearings  toward  the  end  of  July,  1957, 
would  not  afford  too  much  relief  in  the  tuna  sector.  These  hearings 
had  much  important  subject  matter  pertinent  to  tuna  operations 
by  Japanese. 

"Representatives  of  the  United  States  Fish  and  Wildlife  Service 
were  still  wary  of  committing  themselves  until  there  had  been 
some  better  clarification  of  data  to  result  from  the  December  hear- 
ings before  the  Tariff  Commission. 

"It  became  clear  that  the  New  England,  Gulf  and  southeast 
Atlantic  areas  had  fishery  problems,  and  that  real  effort  should  be 
made  to  join  with  the  groups  representing  these  fisheries  in  order 
that  there  be  sympathetic  support  for  legislation  designed  to  aid 
the  tuna  industry.  No  disagreement  was  found  anywhere  that 
sound,  fundamental,  clear  and  understandable  legislation  would  be 
necessary. 

"The  bills  alreadv  coming  to  our  attention  are:  S.  2734  (Mag- 
nuson  and  Kuchel)';  H.R.  9237  (King)  ;  H.R.  9243  (Utt)  ;  H.R. 
9244  (Wilson).  None  of  these  is  sufficiently  complete  to  offset  the 
basket  provisions  of  the  Tariff  Act;  in  other  words,  the  loopholes 
to  cover  such  items  as  disks  and  loins  and  similar  potential  variant 
forms  of  tuna  are  not  covered  and,  for  any  of  this  legislation  to  be 
effective,  further  amendments  will  be  necessary. 

"It  was  clear  that  every  effort  must  be  made  for  a  high  degree 
of  agreement  between  the  segments  of  the  tuna  industry ;  other- 
wise, those  opposed  to  any  adequate  legislation  would  use  any 
disagreements  to  aid  in  defeating  the  measures. 

"It  is  important  that  there  is  a  showing  made  that  the  entire 
national  fisheries  situation  is  in  need  of  the  protective  assistance  of 
the  Federal  Government.  The  Commission  on  Interstate  Co-opera- 
tion would  want  to  continue  to  be  helpful,  but  needs  further 
suggestions  from  fishermen  and  packers." 

There  then  followed  a  period  of  questions  and  answers  and  round- 
table  discussion,  leading  the  general  agreement  on  the  following  points : 

(1)  Tariff  Commission  Hearing  at  Washington,  D.  C,  on  December 
11,  1957.  California  interests  should  co-operate  with  other  areas  in 
an  effort  to  secure  all  possible  unanimity  of  aproaeh.  Co-operation  might 
be  obtained  from  interstate  co-operation  commissions  of  other  western 
states  and  of  the  New  England  States.  The  Council  of  State  Govern- 
ments should  be  asked  to  have  a  staff  economist  present  at  the  hearings 
so  that  he  might  prepare  an  analysis  or  interpretation  of  the  facts 
developed  by  the  Tariff  Commission.  The  Tariff'  Commission  hearing 
will  be  of  the  cold  factual  tj-pe,  at  which  industrj^  should  carry  the 
ball.  Harold  F.  Cary,  General  Manager  of  the  American  Tunaboat 
Association,  will  supph'  industry'  information  to  Mr.  Jacobsen  as  it  is 
developed.  The  presence  of  a  representative  of  the  California  Commis- 
sion on  Interstate  Co-operation  would  be  helpful  as  indicating  an  ex- 
pression of  the  attitude  of  California   State   Government.   However, 
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the  commission  might  be  most  helpful  in  connection  with  the  legislative 
phase  of  the  problem,  which  will  arise  later.  Some  disagreement  within 
the  industry  is  anticipated  at  the  Washington  hearings,  because  some 
packers  use  imported  frozen  tuna. 

(2)  Future  Leg-islation.  In  addition  to  legislation  that  would 
amend  the  Antidumping  Act,  there  are  several  bills  in  Congress  to 
establish  quotas  on  imported  tuna.  Among  them  are:  S.  2734  (Magnu- 
son  and  Kuchel)  ;  H.R.  9237  (King)  ;  H.R.  9243  (Utt)  ;  and  II.R.  9244 
(Wilson).  While  producers  favor  quota  legislation,  the  canners  have 
not  yet  taken  a  position  on  this.  It  is  in  the  field  of  legislation  that  the 
Commission  on  Interstate  Co-operation  can  be  most  helpful.  Council  of 
State  Governments  could  be  helpful  as  a  barometer  of  Washington  sen- 
timent. 

(3)  Price  Supports.  New  England  people  are  talking  about  price 
supports,  and  are  looking  to  see  what  farm  legislation  might  be  applied 
to  fisheries.  The  California  industry  has  not  given  much  consideration 
to  this  approach,  but  will  continue  to  watch  the  situation. 

(4)  Overall  Planning.  Thirty-three  states  are  directly  or  indi- 
rectly connected  with  commercial  fisheries — either  as  producers  or  as 
suppliers  of  gear.  California  industry  should  provide  the  California 
Commission  on  Interstate  Co-operation  with  a  statement  of  its  objec- 
tives, so  that  the  Commission  would  have  a  specific  program  on  which 
to  request  the  support  of  other  states.  The  United  States  Department  of 
State  will  probably  have  objections  to  any  tariff  or  quota  program  that 
is  proposed.  At  a  western  regional  meeting  of  the  National  Committee 
on  Import  and  Export  Policy,  it  was  agreed  that  all  of  the  states  would 
submit  reports  on  their  problems.  Such  a  summary  would  serve  as  a  list 
of  strategic  areas  in  Avhich  support  might  be  enlisted. 

(5)  Participation  by  California  Commission  on  Interstate  Co-oper- 
ation. The  interest  and  co-operation  of  the  California  Commission 
on  Interstate  Co-operation  are  welcomed  and  appreciated  by  the  indus- 
try. The  accomplishments  of  the  commission  to  date  are  more  concrete 
than  is  generally  recognized ;  for  instance,  the  important  Iceland  nego- 
tiations resulted  in  part  from  California  Commission  on  Interstate  Co- 
operation representations  to  the  Department  of  State. 

Tariff  Commission  Hearing 

Pursuant  to  a  resolution  adopted  by  the  Committee  on  Finance  of  the 
United  States  Senate,  the  United  States  Tariff  Commission  in  August, 
1957,  instituted  an  investigation  under  the  provisions  of  the  Tariff  Act 
of  1930  with  respect  to  tuna  fish.  The  investigation  was  supplemented  to 
an  earlier  investigation  conducted  in  1952,  and  the  report  of  the  1957 
investigation  was  published  in  May,  1958,  and  consisted  of  vital  statis- 
tical and  economic  data  relative  to  the  tuna  industry. 

As  a  part  of  the  investigation  by  the  Tariff  Commission,  a  public 
hearing  was  held  in  Washington,  D.  C,  on  December  11,  1957.  Presen- 
tations were  made  by  representatives  of  the  California  tuna  industry, 
including  Harold  F.  Carey,  General  Manager,  American  Tunaboat  Asso- 
ciation; William  E.  Farrar,  General  Manager,  Federated  Fishermen's 
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Association;  Charles  K.  Carry,  Executive  Director  of  the  California 
Fish  Canners  Association;  Fishermen's  "Wives  Club;  and  manj^  others. 
The  then  chairman  of  the  commission,  W.  C.  Jacobsen,  made  an 
appearance,  emphasizing  the  economic  impact  on  the  unrestricted  im- 
portation of  frozen  tuna  fish  upon  the  California  industry'.  The  follow- 
ing is  taken  from  his  statement : 

"The  unfavorable  competition  from  imported  tuna  in  its  many 
forms  becomes  clearly  evident  as  a  result  of  several  bills  in  Con- 
gress designed  to  provide  relief  against  unwarranted  supplies,  par- 
ticularly from  Japan.  This  is  added  to  by  the  manifestation  of  the 
need  to  amend  the  Antidumping  Act  of  1921,  which  is  also  before 
the  Congress.  This  competition  by  a  foreign  people,  apparently 
under  the  auspices  of  their  government,  has  proved  ruinous  to  the 
domestic  enterprise.  If  it  continues  at  the  rate  it  has  since  1950,  it 
can  only  result  in  an  increasing  substitution  of  the  foreign  enter- 
prise for  an  important  segment  of  our  State's  economy  through 
driving  our  people  more  and  more  out  of  the  domestic  tuna  fishing 
and  processing  business. 

''There  can  be  no  general  disagreement  with  the  idea  that  our 
Federal  Government  should  continue  to  be  neighborly  and  co- 
operative with  foreign  governments,  but  certainly  not  to  an  extent 
that  we  subjugate  ourselves  through  the  use  of  de^dous  means  and 
devices  under  the  law  as  it  now  stands,  whereby  dutj-free  frozen 
tuna  and  partially  processed  disks  and  loins  can  be  imported  in  in- 
creasing volume  to  the  detriment  of  a  long  established  industry, 
utilizing  the  skills  of  a  domestic  enterprise. 

*'It  seems  to  have  become  clearly  apparent  that  those  who  are 
responsible  for  the  development  of  large  imports  of  foreign  tuna 
are  well  aware  of  the  consequences,  and  are  realistic  enough  to 
know  that  adjustments  can  be  made  which  will  be  helpful  toward 
a  retention  of  a  large  share  of  their  business,  as  well  as  permitting 
the  continuation  of  the  industry  on  our  Pacific  Coast.  If  an  equi- 
table basis  cannot  be  established  by  voluntary  action,  then  there 
seems  to  be  no  other  recourse  than  the  development  of  sound  and 
helpful  congressional  action  through  a  fully  adequate  and  effective 
law." 

During  1958,  there  were  hopeful  signs  that  the  government-supported 
monopoly  in  Japan  would  avoid  further  ''dumping"  practices  which 
had  greatly  reduced  the  landing  price  for  tuna  to  the  great  detriment 
of  California  fishermen ;  would  act  to  correlate  with  a  promotion  pro- 
gram; and  would  continue  a  type  of  voluntary  quota  to  co-ordinate 
with,  and  share  in,  a  more  orderly  meeting  of  market  demand.  Appar- 
ently, however,  behind  the  scenes  there  was  no  letup  in  planning  the 
expansion  of  the  Japanese  tuna  program.  This  involved  spreading  their 
operations  into  the  Atlantic  and  Indian  Oceans,  deliveries  into  the 
United  States  through  third  countries,  because  direct  delivery  was  re- 
stricted, and  making  imports  even  more  competitive  by  building  up 
shipments  of  yellow-fin  and  skipjack,  whereas,  theretofore,  the  emphasis 
had  been  primarily  upon  the  less  competitive  albacore.  In  the  May, 
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1958,  published  report  of  the  United  States  Tariff  Commission,  at  page 
70,  the  following  pertinent  comment  is  found : 

"Nearly  all  imjjorts  of  frozen  cooked  tuna  from  Japan  have  gone 
to  plants  that  are  small  eanners  of  tuna.  Some  of  these  plants,  al- 
though they  packed  other  fish,  did  not  pack  tuna  until  frozen 
cooked  tuna  became  available.  Others  already  packing  tuna  merely 
substituted  imported  frozen  cooked  tuna  for  imported  frozen  raw 
tuna.  The  Japanese  frozen  cooked  tuna  apparently  has  not  been 
substituted  directly  for  domestic  raw  tuna  in  the  same  plant.  To 
the  extent  that  the  imports  of  frozen  cooked  tuna  have  facilitated 
the  expansion  of  canning  in  plants  elsewhere,  however,  they  have 
tended  to  limit  expansion  in  the  California  plants  that  pack  almost 
the  entire  domestic  catch. ' ' 

Federal  Legislation 

In  addition  to  legislation  that  would  revise  the  Antidumping  Act, 
several  other  bills  to  establish  quotas  on  imported  tuna  were  introduced 
in  the  Eighty-fifth  Congress  by  Congressmen  King,  Wilson,  and  Utt. 
Special  effort  was  devoted  to  gaining  the  enactment  of  H.R.  9237  by 
Congressman  Cecil  King.  In  the  Senate,  S.  2734  (MagnusonandKuchel) 
was  similarly  designed.  None  of  these  was  enacted. 

During  the  current  session,  several  additional  measures  were  intro- 
duced, including  H.R.  442  (Utt),  to  provide  for  stabilization  payments 
to  American  tuna  producers,  and  PI.R.  443  (Utt)  and  H.R.  673  (Utt), 
to  establish  import  quotas  and  new  tariffs.  Senator  Smith  of  Maine  has 
introduced  S.  21,  which  would  establish  a  five-year  program  of  direct 
assistance  to  depressed  segments  of  the  fishing  industry  in  the  United 
States. 

AVith  the  prospect  of  no  remedial  congressional  action  in  the  present 
session,  due  to  the  unfriendly  attitude  of  the  U.  S.  State  Department 
with  reference  thereto,  the  planned  steps  of  the  foreign  monopoly  will 
undoubtedly  be  geared  into  operational  realities,  resulting  in  further 
paralysis  of  the  California  tuna  industry.  The  constantly  diminishing 
use  for  the  California  tuna  fleet  and  processing  facilities  on  home  deliv- 
ered fish  merely  exaggerates  the  favorable  balance  which  has  been 
engendered  for  the  foreign  fishery  by  the  executive  branch  of  our  Fed- 
eral Government.  The  loopholes  in  the  federal  laws  permit  this. 

It  is  obvious  that  only  our  Congress  can  act  to  provide  tariff  and/or 
quota  relief  to  bring  the  California  tuna  industry  up  to  the  vital  eco- 
nomic importance  once  visualized  until  the  Japanese  monopoly  started 
its  ruthless  manipulations.  Our  commission  should  continue  to  keep 
abreast  of  this  situation,  and  afford  every  possible  assistance  to  guard 
against  the  total  destruction  of  what  at  one  time  appeared  to  be  an 
economically  sound  and  potentially  valuable  segment  of  the  State's 
economy. 


CALIFORNIA  COMMISSION  ON   INTERSTATE 
CO-OPERATION  COMMITTEES 

APRIL  1,   1959 

Asricultiire — W.  C.  Jac-obsen,  Director,  State  Department  of  Agriculture,  Sacra- 
mento (Chairman)  ;  Glenn  E.  Coolidge,  Assemblyman.  Felton  ;  John  F.  McCarthy, 
Senator,  San  Rafael ;  Lloyd  Lowrey,  Assemblyman,  Rumsey.  Xon-Commission 
Member — Charles  V.  Dick,  Deputy  Director,  State  Department  of  Agriculture, 
Sacramento. 

Conservation — Lloyd  Lowrey,  Assemblyman,  Rumsey  (Chairman)  ;  Randolph  Col- 
lier, Senator,  Yreka ;  Charles  Brown,  Senator,  Shoshone ;  Clayton  A.  Dills.  Assem- 
blyman, Gardena ;  Harvey  O.  Banks,  Director,  State  Department  of  Water 
Resources,  Sacramento. 

Federal  and  Intergovernmental  Relations — George  Miller,  Jr.,  Senator.  Martinez 
(Chairman)  ;  W.  C.  Jacobsen,  Director,  State  Department  of  Agriculture,  Sacra- 
mento ;  James  J.  McBride,  Senator,  Ventura ;  Vincent  Thomas,  Assemblyman, 
San  Pedro  ;  Lloyd  Lowrey.  Assemblyman,  Rumsey ;  Clayton  A.  Dills,  Assembly- 
man, Gardena ;  Glenn  E.  Coolidge,  Assemblyman,  Felton ;  Robert  B.  Bradford, 
Director,  State  Department  of  Public  Works,  Secrameuto ;  Stanley  Mosk.  Attor- 
ney General,  Secrameuto  ;  Harvey  O.  Banks,  Director,  State  Department  of  Water 
Resources,  Sacramento. 

Interstate  Trade  Ban-iers — James  J.  McBride,  Senator,  Ventura  (Chairman)  ; 
W.  C.  Jacobsen,  Director,  State  Department  of  Agriculture,  Sacramento  ;  Lloyd 
Lowrey,  Assemblyman,  Rumsey ;  Charles  J.  Conrad,  Assemblyman,  Sherman 
Oaks ;  Clayton  A.  Dills,  Assemblyman,  Gardena  ;  John  F.  McCarthy,  Senator,  San 
Rafael ;  George  ]\Iiller,  Jr.,  Senator,  Martinez. 

Legislative — Charles  Brown,  Senate,  Shoshone  (Chairman)  ;  Harvey  O.  Banks, 
Director,  State  Department  of  Water  Resources,  Sacramento  ;  W.  C.  Jacobsen,  Di- 
rector, State  Department  of  Agriculture,  Sacramento  ;  Glenn  M.  Anderson,  Lieu- 
tenant Governor,  Sacramento.  All  Legislator  Members  of  the  Commission,  by  vote 
of  the  Commission,  have  membership  on  this  committee. 

Legislative  Processes  and  Procedures — Vincent  Thomas,  Assemblyman,  San  Pedro 
(Chairman);  Randolph  Collier,  Senator,  Yreka;  George  Miller,  Jr.,  Senator, 
Martinez ;  Charles  J.  Conrad,  As.semblyman,  Sherman  Oaks  ;  Stanley  Mosk,  Attor- 
ney General,  Sacramento.  Non-Commission  Members — A.  Alan  Post,  Legislative 
Auditor,  Sacramento  ;  Ralph  X.  Kleps,  Legislative  Counsel,  Sacramento. 

Transportation — Randolph  Collier,  Senator,  Yreka  (Chairman)  ;  Vincent  Thomas, 
Assemblyman,  San  Pedro  ;  James  J.  McBride,  Senator,  Ventura  ;  John  F.  McCar- 
thy, Senator,  San  Rafael;  Robert  B.  Bradford,  Director,  State  Department  of 
Public  Works,  Sacramento. 

WESTERN  INTERSTATE  COMMITTEE  ASSIGNMENTS  * 
Agriculture — Lloyd  Lowrey,  W.  C.  Jacobsen,  Charles  Brown. 
Education — Charles  J.  Conrad,  Glenn  M.  Anderson. 

Highway  Policy  Problems — Randolph  Collier,  James  J.  McBride,  John  F.  McCarthy. 
Institutional  Care — John  F.  McCarthy,  Clayton  A.  Dills,  George  Miller,  Jr.,  Glenn 

M.  Anderson. 
Legislative  Processes  and  Procedures — Randolph  Collier,  Vincent  Thomas,  Glenn  E. 

Coolidge. 
Public  Lands — Charles  Brown,  Lloyd  Lowrey,  Clayton  A.  Dills. 
Workmen's  Compensation — James  J.  McBride,  Charles  J.  Conrad. 


*  Meetings  of  these  committees  are  generally  under  the  auspices  of  the  Council  of 
State  Governments,  Western  Regional  Office  (Hobart  Building,  San  Francisco), 
Elton  K.  McQuery,  Western  Representative. 

(40) 
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APPENDIX 

OTHER  ASSIGNMENTS 

(A)  Bj'  Action  of  the  Council  of  State  Governments 

Representative  on    (also   First   Vice   President-elect   thereof),   Board   of   Man- 
agers, Council  of  State  Governments — James  J.  McBride. 
Manager-at-Large,  Council  of  State  Governments — Governor  Edmund  G.  Brown. 

(B)  By  Action  of  the  California  Commission 

Representative,  Drafting  Committee  of  State  Officials,  Council  of  State  Govern- 
ments— Lloyd  Lowrey. 

Special  Committee  to  Meet  with  Lake  Tahoe  Interstate  Water  Conference 
Committee  (Col.  A.  M.  Barton,  Chiarman) — Charles  Brown,  Lloyd  Lowrey, 
Harvey  O.  Banks. 

Special  Subcommittee  of  Federal  and  Intergovernmental  Relations  Committee — 
On  Tuna  Fishery  Problem — James  J.  McBride,  Vincent  Thomas,  Lloyd 
Lowrey,  W.  C.  Jacobsen. 

RESOLUTIONS 

WESTERN  REGIONAL  CONFERENCE  OF  THE  COUNCIL 

OF  STATE  GOVERNMENTS 

Meeting  at  Seattle,  Washington,  September  9-12,  1957 

1.      INTERSTATE    COMPACT   ON   JUVENiLES 

Whereas,  Interstate  institutional  facilities  for  the  care  of  delinquent 
juveniles  of  special  classifications  appear  to  be  a  realistic  development 
which  should  be  fully  explored;  and 

Whereas,  The  Interstate  Compact  on  Juveniles  provides  the  pro- 
cedures by  which  such  institutions  serving  two  or  more  states  may  be 
legally  established ;  now,  therefore,  be  it 

Resolved  hy  the  Western  Begional  Conference  of  the  Council  of  State 
Governments,  That  those  states  not  yet  having  adopted  the  Interstate 
Compact  on  Juveniles  take  the  necessary  measures  to  enact  such  com- 
pact at  their  next  legislative  session ;  and  be  it  further 

Resolved,  That  states  having  mutual  interest  in  the  establishment  of 
specialized  institutions  for  homogeneous  groupings  of  delinquent  juve- 
niles initiate  preliminary  studies  looking  to  final  action  upon  passage 
of  the  Interstate  Compact  on  Juveniles  by  all  states  participating  in 
such  studies. 

2.      FINANCING    HIGHER   EDUCATION 

The  Western  Regional  Conference  recommends  that  the  Council  of 
State  Governments,  the  Governors  of  the  Western  States,  and  the 
Western  Interstate  Commission  for  Higher  Education,  co-operate 
in  holding  a  regional  workshop  on  financing  higher  education,  to  be 
attended  by  legislators  and  appropriate  executive,  legislative  and  insti- 
tutional officials. 

3.      RECIPROCITY   ON   WORKMEN'S   COMPENSATION 

Whereas,  From  time  to  time  the  situation  arises  where  an  employer 
in  one  state  sends  emloyees  to  work  temporarily  in  another  state ;  and 

Whereas,  In  such  case  the  employer  must  provide  workmen's  com- 
pensation coverage  for  the  employees  in  both  states,  and  thus  pay 
double  premiums ;  and 

Whereas,  The  laws  of  the  States  of  California,  Nevada,  and  Oregon 
specifically  permit  extraterritorial  coverage  on  a  reciprocal  basis,  and 
the  laws  of  the  States  of  Colorado,  New  Mexico,  Utah  and  Wyoming 
authorize  reciprocal  arrangements;  and 
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Whereas,  The  States  of  Arizona,  Idaho,  Montana,  and  Washington 
have  not  enacted  such  reciprocal  statutes;  and 

Whereas,  Contacts  with  appropriate  officials  of  the  11  western  states, 
with  workmen's  compensation  agencies,  with  employer  groups,  with 
insurance  carrier  groups,  and  M'ith  various  interested  persons  have 
revealed  that  a  large  majority  find  that  this  is  a  major  problem  every- 
where ;  and 

Whereas,  It  appears  that  a  study  should  be  made  of  the  feasibility 
and  desirability  of  enacting  uniform,  reciprocal  legislation  on  work- 
men's compensation  in  all  of  the  11  western  states;  now,  therefore,  be  it 

Resolved  hy  the  1957  Wester^i  Regional  Conference  of  the  Council  of 
State  Governments,  That  a  Western  Interstate  Committee  on  Work- 
men's Compensation  Coverage  be  created  for  the  purpose  of  studying 
the  feasibility  and  desirability  of  enacting  uniform,  reciprocal  legis- 
lation on  extraterritorial  coverage  in  the  field  of  workmen's  compensa- 
tion in  all  of  the  11  western  states;  and,  be  it  further 

Resolved,  That  a  report  and  recommendations  relative  thereto  be 
presented  to  the  Western  Regional  Conference  in  1958  for  study  and 
consideration. 

4.      LEGESLATIVE   JURJSDICTION   OVER    FEDERAL   AREAS   WITHIN   THE   STATES   (I) 

Whereas,  A  Federal  Interdepartmental  Committee  appointed  by  the 
President  has,  during  the  period  from  1954  to  1956,  studied  the  matter 
of  legislative  jurisdiction  over  federal  areas  within  the  states  with 
the  objective  of  eliminating  many  existing  conflicts  and  inconsistencies 
between  federal  and  state  jurisdiction  over  lands  owned  or  leased  by 
the  Federal  Government  within  the  states;  and 

Whereas,  A  committee  of  the  Council  of  State  Governments  has  con- 
ferred extensively  during  recent  months  with  the  Interdepartmental 
Committee  so  as  to  assure  that  any  resolution  of  existing  problems 
having  to  do  with  legislative  jurisdiction  would  be  satisfactory  to  the 
states,  as  well  as  to  the  Federal  Government ;  and 

Whereas,  Out  of  this  joint  discussion  and  conference  have  emerged 
recommendations  for  federal  legislation  which  have  been  embodied  in 
proposed  amendments  to  S.  1538,  and  which  have  the  approval  of 
both  the  Federal  Interdepartmental  Committee  and  the  committee  of 
the  Council  of  State  Governments,  as  well  as  the  National  Association 
of  Attorneys  General ;  now,  therefore,  be  it 

Resolved  ly  the  Western  Regional  Conference  of  the  Council  of 
State  Governments,  meeting  at  Seattle,  Washington,  Septemher  9-11, 
1957,  That  the  conference  indicate  its  approval  of  the  progress  made 
thus  far  and  support  S.  1538  with  the  amendments  proposed  b}^  the 
Senate  Committee  on  Governmental  Operations  and  contained  in  Com- 
mittee Print  No.  2,  dated,  July  31,  1957. 

5.      LEGISLATIVE   JURISDICTION   OVER   FEDERAL   AREAS   WITHIN   THE   STATES   (II) 

Whereas,  There  is  now  pending  before  the  Congress  of  the  United 
States  legislation  designed  to  clarify  the  matter  of  legislative  juris- 
diction over  federal  areas  within  the  states,  and  to  provide  authority 
for  acquisition  or  relinquishment  of  legislative  jurisdiction  b}^  federal 
agencies;  and 
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Whereas,  The  desirable  objectives  of  the  proposed  federal  legislation 
cannot  be  entirely  achieved  without  the  enactment  of  complementary 
legislation  by  the  states;  and 

Whereas,  Certain  states  have  already  enacted  legislation  to  assume 
appropriate  legislative  jurisdiction  over  federal  areas  within  those 
states  as  soon  a  appropriate  federal  legislation  is  enacted;  now,  there- 
fore, be  it 

Resolved  hy  the  Western  Regional  Conference  of  the  Council  of  State 
Governments,  meeting  at  Seattle,  Washington,  September  9-11,  1957, 
That  the  Committee  on  Suggested  State  Legislation  of  the  Council  of 
State  Governments  be  requested  to  develop  model  uniform  state  legis- 
lation for  this  purpose ;  and,  be  it  further 

Resolved,  That  in  the  drafting  of  such  model  state  legislation  the 
committee  be  requested  to  give  consideration  to  provisions  that  would 
require  affirmative  approval  by  state  legislative  bodies  of  agreements 
relinquishing  or  accepting  federal  legislative  jurisdiction  within  the 
states. 

6.      WATER   RIGHTS 

Whereas,  There  now  exists  considerable  uncertainty  as  to  the  man- 
ner of  establishing  property  rights  in  the  diversion,  use  or  storage 
of  surface  and  underground  water  in  the  several  states  of  the  United 
States,  particularly  those  states  lying  wholly  or  partially  west  of  the 
98th  meridian ;  and 

Whereas,  This  uncertainty  arises  from  the  fact  that  the  Congress 
of  the  United  States  has  not  clearly  manifested  an  intention  to  recog- 
nize the  laws  of  the  several  states  as  to  the  appropriation,  diversion 
and  use  of  surface  and  underground  waters;  and 

Whereas,  This  uncertainty  gives  rise  to  a  clash  of  interests  between 
the  citizens  of  the  several  states  and  the  United  States  Government, 
its  agencies  and  licensees,  as  to  the  right  to  divert,  use  or  store  the 
surface  or  underground  waters  within  the  territorial  limits  of  the  said 
states;  and 

Whereas,  In  the  interest  of  an  orderly  and  definite  rule  and  the 
supporting  administrative  procedure  for  establishing  and  protecting 
valuable  property  rights  in  the  diversion,  use  or  storage  of  the  surface 
and  underground  water  of  the  several  states ;  now,  therefore,  be  it 

Resolved  hy  the  1957  Western  Regional  Conference,  That  the  Con- 
gress of  the  United  States  enact  legislation  declaring  that  it  is  the 
policy  of  the  Congress  that,  where  state  law  provides  for  the  appro- 
priation, diversion,  use  or  storage  of  surface  or  underground  waters 
within  the  territorial  limits  of  a  state,  such  state  law  shall  be  the 
exclusive  means  and  method  of  establishing  property  rights  in  the 
appropriation,  diversion,  use  or  storage  of  surface  and  underground 
waters,  and  shall  be  binding  upon  the  United  States  and  all  of  its 
officers,  employees  and  licensees,  and  that  such  corrective  legislation 
give  consent  for  the  United  States  and  its  licensees  to  be  sued  to  settle 
state-federal  water  controversies,  including  suits  in  the  original  juris- 
diction of  the  Supreme  Court  of  the  United  States;  and  be  it  further 

Resolved,  That  this  resolution  does  not  constitute  an  expression  by 
this  conference  either  favoring  or  opposing  pending  legislation  for 
the  construction  of  any  multipurpose  dam  project. 
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7.      PUBLIC   LANDS 

Be  It  Resolved  hy  the  1957  Western  Regional  Conference  of  the 
Council  of  State  Governments,  meeting  in  Seattle,  Washington,  Sep- 
tember 9-11,  1957,  That  a  special  western  interstate  committee  com- 
posed of  legislators  from  each  of  the  11  western  states  be  established 
to  study  the  public  lands  problems  of  the  West,  and  to  report  to  the 
1958  Western  Kegional  Conference  of  the  Council  of  State  Govern- 
ments. 

RESOLUTIONS 

WESTERN  REGIONAL  CONFERENCE  OF  THE  COUNCIL 
OF  STATE  GOVERNMENTS 

Meeting  at  Los  Angeles,  California,  November  9-13,  1958 

1.  MEMORIALIZING   THE    LEGISLATURES   OF   THE   WESTERN    STATES   AND 
TERRITORIES   TO   STUDY   AND   CONSIDER   PROPOSED   LEGISLATION 

FOR   THE   CONTINUITY   OF   GOVERNMENT 

Whereas,  A  nuclear  attack  upon  the  United  States  would  result  in 
destruction  and  chaos  that  would  reach  almost  unbelievable  dimen- 
sions; and 

Whereas,  Such  an  attack  would  disrupt  transportation  and  com- 
munication systems;  and 

Whereas,  It  appears  that  state  and  local  governments  should  have 
adequate  constitutional  and  statutory  provisions  in  order  to  insure 
their  effective  operations  during  such  emergencies ;  now,  therefore,  be  it 

Resolved  hy  the  1958  Western  Regional  Conference  of  the  Council 
of  State  Governments,  That  the  legislatures  of  the  11  western  states 
be  memorialized  to  study  and  carefully  consider  proposed  legislation 
for  continuity  of  government  developed  by  the  United  States  Office  of 
Civil  and  Defense  Mobilization,  in  co-operation  with  Columbia  Uni- 
versity and  the  Committee  of  State  Officials  on  Suggested  State  Leg- 
islation of  the  Council  of  State  Governments;  and  be  it  further 

Resolved,  That  copies  of  this  resolution  be  sent  by  the  Western 
Regional  Office  of  the  Council  of  State  Governments  to  the  governors 
and  to  the  chairmen  of  the  commissions  on  interstate  co-operation 
of  the  western  states  and  territories. 

2.  MEMORIALIZING   THE    LEGISLATURES   OF   THE   WESTERN    STATES   AND 

TERRITORIES   TO   STUDY   AND   CONSIDER   THE    PROPOSED 
WESTERN    INTERSTATE   CORRECTIONS   COMPACT 

Whereas,  For  many  years,  correctional  officials  have  recognized  the 
desirability  of  providing  specialized  facilities  and  programs  for  par- 
ticular categories  of  persons  held  in  correctional  institutions;  and 

Whereas,  In  many  western  states  the  number  of  persons  in  each 
special  category  is  so  small  that  separate  facilities  and  programs  may 
be  deemed  too  costly;  and 

Whereas,  The  Western  Interstate  Committee  on  Institutional  Care 
has  studied  various  aspects  of  the  problem,  and  more  recently,  the 
Western  Governors'  Conference  has  been  exploring  the  feasibility  and 
desirability  of  an  interstate  compact  that  would  broaden  interstate 
use  of  correctional  institutions;  and 

Whereas,  A  special  committee  composed  of  Governors  George  D. 
Clyde  of  Utah,  Stephen  L.  R.  McNiehols  of  Colorado,  and  Milward  L. 
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Simpson  of  Wyoming  has  drafted  a  tentative  compact  on  the  subject ; 
now,  therefore,  be  it 

Resolved  hy  the  1958  Western  Regional  Conference  of  the  Council 
of  State  Governments,  That  the  legislatures  of  the  western  states  and 
territories  be  memorialized  to  study  and  consider  carefully  the  pro- 
posed Western  Interstate  Corrections  Compact  developed  by  the  special 
committee ;  and  be  it  further 

Resolved,  That  the  members  of  the  aforesaid  special  committee  of 
governors  be  commended  by  the  Western  Regional  Conference  for  their 
fine  efforts  in  promoting  interstate  co-operation  in  the  field  of  correc- 
tions ;  and  be  it  further 

Resolved,  That  copies  of  this  resolution  be  sent  by  the  Western 
Regional  Office  of  the  Council  of  State  Governments  to  the  governors 
and  chairmen  of  the  commissions  on  interstate  co-operation  of  the 
western  states  and  territories. 

3.      RELATIVE    TO    HOLDING   A   SECOND    REGIONAL   WORKSHOP 
ON    FINANCING    HIGHER   EDUCATION    IN    1959 

Whereas,  The  first  regional  Workshop  on  Financing  Higher  Educa- 
tion was  held  in  Denver,  Colorado,  in  April  of  1958 ;  and 

Whereas,  The  first  regional  workshop  was  co-sponsored  by  the  West- 
ern Regional  Conference  of  the  Council  of  State  Governments,  the 
Western  Governors'  Conference  and  the  AVestern  Interstate  Commis- 
sion on  Higher  Education ;  and 

Whereas,  The  problems  facing  the  states  in  the  field  of  higher  edu- 
cation continue  to  grow  larger  and  more  numerous ;  now,  therefore,  be  it 

Resolved  hy  the  1958  Western  Regional  Conference  of  the  Council  of 
State  Governments,  That  the  Western  Regional  Conference  again  co- 
operate with  the  Western  Governors'  Conference  and  the  AVestern 
Interstate  Commission  for  Higher  Education,  and  co-sponsor  a  regional 
workshop  on  financing  higher  education  in  1959,  to  be  attended  by 
legislators  and  appropriate  executive  and  institutional  officials. 

4.      REQUESTING   STUDIES   OF   THE   PURPOSES,  ACTIVITIES   AND    FINANCING   OF 
THE   WESTERN    INTERSTATE   COMPACT   FOR   HIGHER   EDUCATION 

Whereas,  The  AVestern  Regional  Conference  of  the  Council  of  State 
Governments  recognizes  the  important  services  provided  by  the  Western 
Interstate  Compact  for  Higher  Education;  and 

Whereas,  The  western  states  created  and  support  the  operation  of 
the  compact  in  order  to  facilitate  the  exchange  of  students  in  certain 
areas  of  higher  education  among  the  various  western  states ;  and 

AVhereas,  The  states  should  be  aware  of  the  activities  and  services 
provided  by  the  compact ;  now,  therefore,  be  it 

Resolved  hy  the  1958  Western  Regional  Conference  of  the  Council  of 
State  Governments,  That  a  study  of  the  purposes,  activities  and  financ- 
ing of  the  AA^estern  Interstate  Compact  for  Higher  Education  be  made 
by  each  of  the  western  states  in  order  to  determine  whether  the  purposes 
and  concepts  of  the  compact  are  being  fully  realized,  and  whether 
proper  financial  support  is  being  provided  in  order  to  realize  such  pur- 
poses and  concepts ;  and  be  it  further 

Resolved,  That  copies  of  this  resolution  be  sent  by  the  Western  Re- 
gional Office  of  the  Council  of  State  Governments  to  the  governors  and 
to  the  chairmen  of  the  commissions  on  interstate  co-operation  of  the 
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various  western  states,  to  the  members  of  the  Western  Interstate  Com- 
mission for  Higher  Education,  and  to  the  Executive  Director  of  the 
Western  Interstate  Compact  for  Higher  Education. 

5.      MEMORIALIZiNG   THE   LEGISLATURES   OF   THE   STATES   OF   ARIZONA,   COLORADO, 

IDAHO,   MONTANA,   NEW  MEXICO,   UTAH,   WASHINGTON,   AND   WYOMING 

TO   ENACT   SPECIFIC   WORKMEN'S   COMPENSATION    LEGISLATION 

AUTHORIZING   EXTRATERRITORIAL   COVERAGE   ON   A 

RECIPROCITY   BASIS 

Whereas,  From  time  to  time  the  situation  arises  where  an  employer 
in  one  state  sends  employees  to  Avork  temporarily  in  another  state ;  and 

Whereas,  In  such  case,  the  employer  must  provide  Avorkmen's  com- 
pensation coverage  for  such  employees  in  both  states  and  thus  pay 
double  premiums ;  and 

Whereas,  An  injured  out-of-state  employee  may  find  no  clearly  de- 
fined jurisdiction  or  course  of  action  whereby  he  can  claim  compensa- 
tion, and  often  must  wait  long  periods  of  time  while  his  rights  are 
exhausted  in  one  jurisdiction  before  appealing  to  another ;  and 

Whereas,  The  laws  of  the  States  of  California,  Nevada  and  Oregon 
specifically  permit  extraterritorial  coverage  on  a  reciprocal  basis,  and 
the  laws  of  the  States  of  Colorado,  New  Mexico,  Utah  and  Wyoming 
only  authorize  reciprocal  arrangements;  and 

Whereas,  The  States  of  Arizona,  Idaho,  Montana  and  Washington 
have  not  enacted  such  reciprocal  statutes ;  and 

Whereas,  Contacts  with  appropriate  officials  of  the  11  western  states, 
with  workmen's  compensation  agencies,  with  employer  groups,  with 
insurance  carrier  groups,  and  with  various  interested  persons  have 
revealed  that  a  large  majority  find  that  this  is  a  major  problem  every- 
where; and 

Whereas,  The  Western  Interstate  Committee  on  Workmen's  Com- 
pensation has  recommended  the  enactment  of  uniform,  reciprocal  legis- 
lation on  workmen's  compensation  in  all  of  the  11  western  states;  now, 
therefore,  be  it 

Resolved  hy  the  1958  Western  Regional  Conference  of  the  Council  of 
State  Governments,  That  the  legislatures  of  the  States  of  Arizona,  Colo- 
rado, Idaho,  Montana,  New  Mexico,  Utah,  Washington  and  Wyoming 
be  memorialized  to  enact  specific  workmen's  compensation  legislation 
authorizing  extraterritorial  coverage  on  a  reciprocal  basis;  and  be  it 
further 

Resolved,  That  copies  of  this  resolution  and  pertinent  information, 
be  sent  to  the  chairmen  of  the  commissions  on  interstate  co-operation, 
and  to  other  appropriate  officials  and  legislators  of  the  aforesaid  states, 
by  the  Western  Regional  Office  of  the  Council  of  State  Governments. 

6.      REQUESTING   THE   WESTERN    REGIONAL   OFFICE   OF   THE   COUNCIL   OF 

STATE    GOVERNMENTS   TO   CONDUCT   A   LIMITED   STUDY   OF 

UNIFORM   JOINT   EXERCISE   OF   POWERS   LEGISLATION 

FOR   NINE   WESTERN   STATES 

Whereas,  Co-operation  between  states  in  various  areas  of  govern- 
ment activity  is  of  ever  increasing  importance ;  and 

Whereas,  The  States  of  California  and  Nevada  have  enacted  identi- 
cal and  uniform  legislation  providing  for  the  joint  exercise  of  powers 
common  to  the  various  political  subdivisions  of  the  two  states ;  and 
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Whereas,  Such  joint  exercise  of  powers  across  state  lines  is  accom- 
plished through  the  medium  of  contractual  arran<iements  agreed  to  by 
the  political  subdivisions  under  the  authority  of  law  in  the  aforesaid 
two  states ;  and 

Whereas,  It  appears  that  a  study  should  be  made  of  the  feasibility 
and  desirability  of  enacting-  uniform  legislation  providing  for  the  joint 
exercise  of  powers  in  tlie  remaining  nine  western  states;  now,  tlierefore, 
be  it 

Resolved  hy  the  1958  ^ycstern  Regional  Conference  of  the  Council  of 
State  Governments,  That  the  Western  Regional  Office  of  the  Council 
of  State  Governments  conduct  a  limited  study  of  the  feasibility  and 
desirability  of  enacting  uniform  legislation  proA'iding  for  the  joint 
exercise  of  powers  across  state  lines  through  the  medium  of  contractual 
arrangements  in  the  States  of  Arizona,  Colorado,  Idaho,  Montana,  New 
Mexico,  Oregon,  Utah,  Washington  and  Wyoming ;  and  be  it  further 

Resolved,  That  a  report  and  recommendations  relative  thereto  be 
presented  to  the  Western  Eegional  Conference  in  1959  for  study  and 
consideration. 

RESOLUTIONS 

WESTERN  INTERSTATE  COMMITTEE  ON  AGRICULTURE 

Meeting  at  Seattle,  Washington,  September  9-12,  1957 

1.      RESTORATION   AND   MAINTENANCE   OF    INTERNATIONAL   BOUNDARY   FENCE 

Whereas,  The  livestock  industry  of  the  southwestern  areas  of  the 
United  States  continues  to  suffer  exposure  of  its  domestic  animals  to 
diseases  borne  by  drifting  animals  from  foreign  sources  because  of  the 
disrepair  or  complete  destruction  of  stretches  of  the  International 
Boundary  Fence  between  the  Rio  Grande  River  and  the  Pacific  Ocean ; 
and 

Whereas,  Serious  infectious  diseases  of  livestock  or  the  vectors 
thereof  have  been  found  at  locations  where  contact  with  such  drifting 
animals  and  exposure  to  their  infections  are  clearly  apparent;  and 

Whereas,  Such  lack  of  restraint  upon  the  indiscriminate  movement 
of  infected  animals  from  foreign  sources  through  such  a  neglected  fence 
in  large  measure  nullifies  the  value  of  careful  quarantine  inspections 
and  holding  at  established  border  entry  points ;  now,  therefore,  be  it 

Recommended  hy  the  Wcster^i  Interstate  Committee  on  Agriculture, 
meeting  at  Seattle,  Washington,  September  11-12,  1957,  That  the  com- 
mittee reiterate  its  recommendation  made  at  Cheyenne,  Wyoming,  in 
December,  1956,  ''that  members  of  Congress  from  the  Eleven  Western 
States  be  requested  to  arrange  for  reintroduction  of  legislation  com- 
parable to  S.  76  of  the  Eighty-fourth  Session,  to  make  provision  for  the 
construction  and/or  repair  of  an  adequate  boundary  fence,  and  that 
authority  and  finances  be  granted  to  the  Secretary  of  Agriculture  for 
the  adequate  maintenance  of  such  fence  so  that  it  will,  in  fact,  serve  as 
a  necessary  protection  against  indiscriminate  entrance  of  diseased  live- 
stock." 
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2.      RECOGNITION   OF   STATE   MEAT   INSPECTION 

Be  it  recommended  hy  the  Western  Interstate  Committee  on  Agri- 
culture, meeting  at  Seattle,  Washington,  Septcml}er  11-12,  1957,  That 
appropriate  federal  legislation  be  enacted  so  that  meats  and  products 
thereof,  which  have  passed  the  requirements  of  mandator}^  meat  inspec- 
tion conducted  by  the  several  states  and  when  following  procedures 
comparable  and  equal  to  federal  inspection,  may  be  recognized  as  ad- 
missible into  interstate  commerce  on  the  same  basis  as  though  having 
passed  the  requirements  of  federal  meat  inspection. 

3.      NOXIOUS   WEED   CONTROL   ON    FEDERAL   LANDS 

Whereas,  Any  intensive  effort  hj  crop  and  livestock  producers  to 
suppress  noxious  weeds  is  largely  nullified  in  many  areas  by  reinfesta- 
tion  from  federally  owned  and  controlled  lands ;  and 

Whereas,  In  the  Eleven  Western  States  the  Federal  Government  ex- 
ercises jurisdiction  upon  from  35  percent  to  85  jDcrcent  of  the  land  area 
in  these  several  states,  and  consequently  should  properly  recognize  its 
responsibility  as  a  landowner  to  co-operate  with  the  organized  efforts 
of  state,  county  and  local  weed  control  programs ;  now,  therefore,  be  it 

Recommended  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Seattle,  Washington,  Septemler  11-12, 1957,  That  it  reiterate 
its  recommendation  made  at  Salt  Lake  City,  Utah,  in  December,  1954, 
"that  Congress  undertake  by  legislation  to  require  that  every  depart- 
ment, agency  and  independent  establishment  in  the  executive  branch  of 
the  Federal  Government  having-  control  of,  or  jurisdiction  over,  land 
located  in  any  state,  shall  comply  with  all  laws  and  regulations  of  each 
of  the  several  states  providing-  for  the  control  of  noxious  weeds  in  the 
same  manner  that  other  landowners  are  required." 

4.      PREDATORY   ANIMAL   CONTROL 

Whereas,  Co-operative  predatory  animal  and  rodent  control  work  in 
the  western  states  has  proved  to  be  significantly  beneficial  to  the  agri- 
cultural industry  through  reduced  depredations  upon  domestic  live- 
stock and  poultry,  and  upon  crops,  and  has  been  effective  in  curbing 
diseases,  such  as  rabies,  plague  and  spotted  fever,  harbored  by  wild 
animals,  thereby  protecting-  human  health ;  and 

Whereas,  The  effectiveness  of  predatory  animal  and  rodent  control 
work  relies  upon  the  U.  S.  Fish  and  Wildlife  Service  carrying  on  its 
share  of  responsibility  in  this  field  of  activity,  and  more  particularly 
since  more  than  50  percent  of  the  western  states'  land  areas  is  federally 
owned  or  controlled  ;  and 

Whereas,  The  states  and  local  agencies  have  consistently  furnished 
funds  from  two  to  three  times  greater  than  those  supplied  by  the  co- 
operating federal  agency;  now,  therefore,  be  it 

Resolved  hy  the  Western  Interstate  Committee  on  Agriculture,  meet- 
ing at  Seattle,  Washi^igton,  Septemher  11-12,  1957,  That  the  U.  S.  Fish 
and  Wildlife  Service  be  requested  to  maintain  its  co-operative  staff  at 
the  level  assured  to  the  states  w^hen  fund  allocations  were  made  at  the 
start  of  the  current  fiscal  year. 
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5.      FEDERAL   ADMINISTRATION    COST   CHARGES    IN   CO-OPERATIVE 
AGREEMENT   OPERATIONS 

Be  it  recommended  hy  the  Wef;ter7i  Interstate  Committee  on  Agri- 
culture, meeting  at  Seattle,  Washington,  Septemher  11-12,  1957,  That 
administi-ative  costs  of  United  States  l)ei)artiuent  of  A<irieiilture  staff 
members  above  supervisory  field  personnel  not  be  assessed  against  col- 
lections made  by  the  states  for  defraying'  inspection  and  certification 
expenses. 

6.  SHEEP   SCABIES 

Whereas,  Efforts  to  eradicate  sheep  scabies  in  this  Conntry  continue 
to  be  disappointing  in  that  the  disease  is  still  endemic  in  many  of  the 
midAvestern  and  eastern  states ;  and 

Whereas,  Little  progress  has  been  made  in  the  eradication  of  scabies 
from  the  midwestern  and  eastern  states  during  the  past  20  years;  and 

Whereas,  The  persistence  of  scabies  of  sheep  in  the  areas  mentioned 
is  a  constant  threat  to  the  economic  welfare  of  the  sheep  industry  of 
the  western  range  states ;  and 

Whereas,  It  has  been  recognized  by  livestock  sanitary  authorities 
that  we  have  possessed  the  tools  for  eradicating  sheep  scabies  for  many 
years,  and  with  modern  insecticides  and  their  greater  efficiency  in  de- 
stroying mites,  we  now  have  added  weapons ;  and 

Whereas,  AVith  the  recent  upsurge  in  the  prevalence  of  the  disease 
in  sheep,  it  is  possible  for  this  disease  to  become  firmlj^  settled  again 
before  it  is  stopped ;  now,  therefore,  be  it 

Beeommended  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Seattle,  Washington,  Septemher  11-12, 1957,  That  the  United 
States  Department  of  Agriculture  take  all  steps  indicated  to  encourage 
and  effect  the  eradication  of  sheep  scabies  in  those  areas  of  the  United 
States  in  which  it  still  persists. 

7.  HOG   CHOLERA 

Whereas,  Hog  cholera  is  the  number  one  killer  of  swine  in  the  United 
States,  with  loss  estimates  up  to  60  million  dollars  annually ;  and 

Whereas,  Animal  health  authorities  believe  that  the  eradication  of 
hog  cholera  is  possible — but  not  so  long  as  mass  production  and  field  use 
of  fulh^  virulent  hog  cholera  virus  is  permitted ;  and 

Whereas,  Immunizing  agents  other  than  fully  virulent  virus  have 
been  approved  and  accepted  by  a  majority  of  agricultural  research 
service  workers,  representatives  of  the  swine  industry,  practicing  veter- 
inarians, and  livestock  santiary  officials,  as  evidenced  by  the  fact  that 
72  percent  of  all  hogs  vaccinated  in  1956  were  injected  with  such  prod- 
ucts, while  28  percent  were  inoculated  with  fully  virulent  virus  and 
serum ;  now,  therefore,  be  it 

Resolved  hy  the  Western  Interstate  Committee  on  Agriculture,  meet- 
ing at  Seattle,  Washington,  Septemher  11-12,  1957,  That  the  recommen- 
dations of  the  United  States  Department  of  Agriculture  to  control  the 
preparation,  distribution,  importation  and  exportation  of  virulent  hog 
cholera  virus  be  endorsed,  and  that  they  be  requested  to  foster  a  pro- 
gram that  will  lead  to  the  eventual  eradication  of  the  disease  in  the 
United  States. 
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8.      BIOLOGICAL   CONTROL   INVESTIGATIONS   FOR   MEXICAN    FRUIT   FLY 

"Whereas,  The  hio-h  incidence  of  Mexican  fruit  fly  during  1957  has 
indicated  the  difficult  suppression  problem  confronting  the  Agricultural 
Research  Service  and  the  states  due  to  reinfestation  from  potential  na- 
tive host  reservoirs ;  and 

Whereas,  Significantly  valuable  control  measures  have  been  devel- 
oped through  research  on  fumigants,  spray  treatments,  lures  and  detec- 
tion devices;  and 

Whereas,  Investigations  on  the  control  of  other  fruit  flies  have 
yielded  assistance  from  parasitic  and  predaceous  natural  enemies ;  be  it 

Recommended  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Seattle,  Washington,  Septemher  11-12,  1597,  That  the  Agri- 
cultural Research  Service  of  the  United  States  Department  of  Agricul- 
ture be  requested  to  study  the  possibility  of  effective  biological  control 
techniques  for  use  against  the  Mexican  fruit  fly. 

9.      MATCHED   FUND    PROGRAMS 

Be  it  recommended  Ity  the  Western  Interstate  Committee  on  Agricul- 
ture, meeting  at  Seattle,  Washington,  Septemher  11-12,  1957,  That  the 
Secretary  of  Agriculture  be  hereby  petitioned  to  make  adequate  budg- 
etary request  for  the  Matched  Fund  Program  carried  on  with  State 
Departments  of  Agriculture  or  State  Marketing  Agencies,  in  order  that 
this  important  program  may  be  conducted  in  the  progressive  manner 
contemplated  by  the  original  enabling  act. 

RESOLUTIONS 

WESTERN  INTERSTATE  COMMITTEE  ON  AGRICULTURE 

Meeting  at  Reno,  Nevada,  August  25-26,  1958 

1.      SAN   JUAN    OR   EUROPEAN    WILD    RABBIT 

Whereas,  European  wild  rabbit,  and  its  counterpart  under  a  variety 
of  names,  has  had  its  potentialities  for  crop  and  range  destruction 
clearly  portrayed,  particularly  when  becoming  established  in  proper 
habitat  and  under  favorable  climatic  conditions ;  and 

Whereas,  Many  states  have  until  now  been  fortunate  in  avoiding  the 
establishment  of  this  pest ;  now,  therefore,  be  it 

Recommended  l)if  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Reno,  Nevada,  August  25-26,  1958,  That  the  agricultural 
regulatory  and  service  agencies  of  the  several  states  analyze  their  con- 
ditions in  the  light  of  information  available,  and  take  every  step  to 
prohibit  the  introduction  of  this  serious  pest  for  the  protection  of  its 
own  agricultural  industry,  and  to  co-operate  with  its  neighboring  states 
in  avoidance  of  focal  points  for  spread  into  states  where  such  a  pest  is 
clearly  undesirable. 

2.      HEARINGS   IN   ADVANCE   OF   EXTENDING   POSTED   STOCKYARDS 

Be  it  resolved  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Reno,  Nevada,  August  25-26,  1958,  That  the  administrators 
of  the  Packers  and  Stockyards  Act  be  requested  to  extend  their  super- 
vision to  additional  stockyards  in  the  several  states  only  after  complete 
and  open  hearing  in  the  state  in  question. 
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3.      CLARIFICATION    OF   OWNERSHIP   THROUGH   POSTED   STOCKYARDS 

Be  it  resolved  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Reno,  Nevada,  August  25-26,  1958,  That  the  administrators 
of  the  Packers  and  Stockyards  Act  be  reqnested  to  reqnire  marketing 
agencies  to  post  the  livestock  identification  brand  of  cattle  handled  by 
sellers  throngh  posted  yards,  when  requested  by  any  state,  as  part  of 
their  invoicing  practices. 

4.      LABELS   ON   RAW   FRUITS   AND   VEGETABLES   ON 
ACCOUNT  OF   SURFACE    FUNGISTATS 

Whereas,  It  is  the  studied  opinion  of  the  agricultural  regulatory 
officers  and  other  official  delegates  in  attendance  at  this  Western  Inter- 
state Committee  on  Agriculture  meeting  that  the  post  harvest  use 
of  fungistat  on  raw  fruits  and  vegetables  can  be  satisfactorily  handled 
under  the  provisions  of  the  Miller  Amendment  (P.  L.  518)  to  the 
Food,  Drug  and  Cosmetic  Act,  without  hazard  to  the  public  health  or 
welfare;  and 

Whereas,  The  present  rulings  of  the  Food  and  Drug  Administration 
in  reference  to  the  labeling  of  raw  agricultural  products  which  have 
been  treated  after  harvest  with  harmless  fungicides  are  considered  to 
be  impractical,  particularly  at  retail  outlets;  and 

Whereas,  In  the  absence  of  reasonable  action  administratively  by 
the  Federal  Food  and  Drug  Administration  to  recognize  the  objective 
of  protecting  raw  fruits  and  vegetables  from  surface  decay  in  contrast 
to  incorporating  preservatives  into  processed  food  products,  thereby 
requiring  legislation  as  proposed  in  H.  R.  9521  and  S.  2880 ;  now,  there- 
fore, be  it 

Resolved  hy  the  Western  Interstate  Committee  on  Agriculture,  meet- 
hig  at  Reno,  Nevada,  August  25-26,  1958,  That  full  support  should  be 
given  to  the  passage  of  a  measure  with  objectives  comparable  to  those 
contained  in  H.  R.  9521  and  S.  2880  of  the  85th  Congress,  and  that  the 
members  of  the  86th  Congress  be  so  advised. 

5.      PREDATORY   ANIMAL   CONTROL 

Whereas,  Co-operative  predatory  animal  and  rodent  control  work 
in  the  western  states  has  proved  to  be  significantly  beneficial  to  the 
agricultural  industry  through  reduced  depredations  upon  domestic 
livestock  and  poultry,  and  upon  crops,  and  has  been  effective  in  curbing 
diseases  harbored  by  wild  animals,  such  as  rabies,  plague  and  spotted 
fever,  thereby  protecting  human  health;  and 

Whereas,  The  effectiveness  of  predatory  animal  and  rodent  control 
work  relies  upon  the  U.  S.  Fish  and  Wildlife  Service  carrying  on  its 
share  of  reponsibility  in  this  field  of  activity,  and  more  particularly 
since  more  than  50  percent  of  the  western  states '  land  areas  is  federally 
owned  or  controlled ;  and 

Whereas,  The  states  and  local  agencies  having  consistently  furnished 
funds  from  two  to  three  times  greater  than  those  supplied  by  the 
co-operating  federal  agency;  now,  therefore,  be  it 

Resolved  hy  the  Western  Interstate  Committee  on  Agriculture  meet- 
ing at  Reno,  Nevada,  August  25-26,  1958,  That  the  U.  S.  Fish  and 
Wildlife  Service  be  requested  to  continue  its  co-operative  activities  in 
predatory  animal  and  rodent  control  at  levels  to  accomplish  effective 
protective  results;  and  be  it  further 
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Resolved,  That  this  resolution  be  forwarded  to  western  congressmen, 
in  order  that  they  may  aid  in  keeping  this  important  co-operative  work 
at  a  high  level  of  effectiA'eness. 

6.      NOXIOUS   WEED   CONTROL   ON    FEDERAL   LANDS 

Whereas,  Any  intensive  effort  by  crop  and  livestock  producers  to 
suppress  noxious  weeds  is  largely  nullified  in  many  areas  by  reinfes- 
tation  from  federally  owned  and  controlled  lands ;  and 

Whereas,  In  the  11  western  states  the  Federal  Government  exercises 
jurisdiction  upon  from  35  percent  to  85  percent  of  the  land  area  in 
these  several  states,  and  consequently  should  properly  recognize  its 
responsibility  as  a  landowner  to  co-operate  with  the  organized  efforts 
of  state,  county  and  local  weed  control  programs ;  and 

Whereas,  Recognition  of  this  problem  has  come  to  the  attention  of 
the  85th  Congress  through  proposals  in  S.  3861  (Humphrey)  and 
H.  R.  12068  (Blatnik)  ;  now,  therefore,  be  it 

Recommended  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Reno,  Nevada,  August  25-26,  1958,  That  it  again  reiterate 
its  recommendations  as  made  at  Salt  Lake  City,  Utah,  in  December, 
1954,  and  at  Seattle,  Washington,  in  September,  1957,  "that  Congress 
undertake  bj^  legislation  to  require  that  every  department,  agency  and 
independent  establishment  in  the  executive  branch  of  the  Federal  Gov- 
ernment having  control  of,  or  jurisdiction  over,  laud  located  in  any 
state,  shall  comply  with  all  laws  and  regulations  of  each  of  the  several 
states  providing  for  the  control  of  noxious  weeds  in  the  same  manner 
that  other  landowners  are  required ' ' ;  and  be  it  further 

Recommended,  That  the  86th  Congress  give  consideration  to  the 
enactment  of  much-needed  legislation  to  accomplish  the  above  stated 
objectives. 

7.      RESTORATION   AND   MAINTENANCE    OF    INTERNATIONAL   BOUNDARY    FENCE 

Whereas,  The  livestock  industry  of  the  southwestern  areas  of  the 
United  States  continues  to  suffer  exposure  of  its  domestic  animals  to 
diseases  borne  by  drifting  animals  from  foreign  sources  because  of  the 
disrepair  or  complete  destruction  of  stretches  of  the  International 
Boundary  Fence,  which  was  intended  to,  in  fact,  exist  as  a  protection 
against  straying  animals  across  the  border  strip  between  the  Rio 
Grande  River  and  the  Pacific  Ocean ;  and 

Whereas,  Such  lack  of  restraint  upon  the  indiscriminate  movement 
of  infected  animals  from  foreign  sources  through  such  a  neglected  fence 
in  large  measure  nullifies  the  value  of  careful  quarantine  inspections 
and  holding  at  established  border  entry  points  to  prevent  introduction 
of  injurious  animal  diseases;  and 

Whereas,  During  the  past  two  years  there  have  been  numerous  in- 
stances of  hazardous  animals  having  drifted  across  said  unprotected 
border  strip,  resulting  in  additional  expense  in  carrying  on  necessary 
protective  measures  to  insure  against  disease  outbreaks ;  now,  therefore, 
be  it 

Recommended  hy  the  Western  Interstate  Committee  on  Agriculture, 
meeting  at  Reno,  Nevada,  August  25-26,  1958,  That  the  committee 
reiterate  its  recommendations  made  at  Cheyenne,  Wyoming,  in  Decem- 
ber, 1956,  and  at  Seattle,  Washington,  in  September,  1957,  "that  mem- 
bers of  Congress  from  the  11  western  states  be  requested  to  arrange 
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for  the  reintroduction  of  legislation  comparable  to  S.  76  of  the 
Eighty-fourth  Session,  to  make  provision  for  the  construction  and/or 
repair  of  an  adequate  boundary  fence,  and  that  authority  and  finances 
be  granted  to  the  Secretary  of  Agriculture  for  the  adequate  mainte- 
nance of  such  fence  so  that  it  will,  in  fact,  serve  as  a  necessary  pro- 
tection against  indiscriminate  entrance  of  diseased  livestock." 

8.      MOTION    RE:   ECONOMIC    FACTORS   IN   TRANSPORTATION   RATE   MAKING 

It  was  moved  by  Robert  Steward,  seconded  by  William  Chapman, 
and  carried,  that  this  Western  Interstate  Committee  on  Agriculture 
group,  now  meeting  at  Reno,  Nevada,  August  25-26,  1958,  seek  a  con- 
ference with  any  group  or  association  of  the  Public  Utilities  Com- 
missioners of  the  western  states  in  order  to  discuss  the  economic 
factors  involved  in,  or  pertinent  to,  determining  transportation  and 
freight  rates;  that  such  session  be  in  the  nature  of  a  fact-finding 
conference;  and  that  provision  be  made  for  inclusion  of  a  discussion 
resulting  from  such  conference  on  the  agenda  for  the  next  annual 
meeting  of  this  committee. 

RESOLUTION 

WESTERN  INTERSTATE  COMMITTEE  ON  PUBLIC  LANDS 
Meeting  at  Los  Angeles,  California,  November  11,  1958 

Whereas,  Positive  action  by  the  United  States  Congress  with  respect 
to  payments  in  lieu  of  taxes  on  federal  property  is  becoming  increas- 
ingly imperative;  and 

Whereas,  Adequate  background  work  looking  toward  such  a  system 
has  long  since  been  performed ;  now,  therefore,  be  it 

Resolved  hy  the  Committee  on  Public  Lands  of  the  1958  Western 
Regional  Conference  of  the  Council  of  State  Governments,  That  the 
National  Association  of  County  Officials,  the  American  Municipal 
Association,  and  the  Council  of  State  Governments  begin  staif  consulta- 
tions immediately  so  as  to  produce  for  enactment  by  the  Eighty-sixth 
Congress  a  beginning  system  of  payments  in  lieu  of  taxes  on  federal 
properties;  such  system  to  be  consistent  with  the  standing  policies  of 
the  three  organizations;  and  be  it  further 

Resolved,  That  there  be  sought  the  advice  of  all  regional  associations 
of  state  or  local  governments,  such  as  the  Interstate  Association  of 
Public  Lands  Counties. 

RESOLUTIONS 

FOURTEENTH  BIENNIAL  GENERAL  ASSEMBLY  OF  THE  STATES 
Meeting  at  Chicago,  Illinois,  December  4-5,  1958 

1.      ATOMIC   ENERGY 

Whereas,  The  development  of  atomic  energy  facilities  and  the  use 
of  radioactive  materials  for  peacetime  purposes  are  proceeding  at  an 
increasing  rate,  with  resultant  impact  on  many  important  state  and 
local  programs  and  interests,  including  the  protection  of  the  health 
and  safety  of  workers  and  the  general  public,  the  regulation  of  public 
utilities,  insurance  and  transportation,  the  conservation  and  use   of 
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natural  resonrces,  the  promotion  of  industrial  and  agricultural  expan- 
sion, and  tlie  control  of  land  use  for  industrial  purposes;  and 

Whereas,  There  is  growing  agreement  that  the  states  can  and  should 
assume  an  increasing  degree  of  responsibility  for  stimulating  the  appli- 
cation of  nuclear  energy-  materials  and  for  regulating  their  uses  in 
the  public  interest ;  now,  therefore,  be  it 

Besolved  hy  ilie  Fourteenth  Biennial  General  Assembly  of  the  States, 
meeting  in  Chicago  on  December  5,  1958,  That  the  governors  and  legis- 
latures of  all  the  states  are  urged  to  consider  the  atomic  energy 
proposals  included  in  Suggested  State  Legislation — Program  for  1959, 
and  particularly  those  which  are  concerned  with  the  co-ordination  of 
atomic  development  activities  in  each  state  and  with  steps  which  states 
cau  take  to  provide  protection  against  radiation  hazards;  and  be  it 
further 

Resolved,  That  the  Council  of  State  Governments  be  directed  to 
assist  the  states  in  forthcoming  hearings  before  the  Joint  Committee 
on  Atomic  Energy"  having  to  do  with  amendments  to  the  Atomic 
Energy  Act  which  will  affect  the  role  the  states  will  fill  in  this  field; 
and  be  it  further 

Resolved,  That  the  council  be  directed  to  assist  the  states  in  develop- 
ing co-operative  nuclear  energy  programs. 

2.      STATE-FEDERAL    RELATIONS    IN   WATER   DEVELOPMENT 

"Whereas,  Despite  repeated  congressional  recognition  in  many  stat- 
utes, such  as  the  Federal  Power  Act,  the  Desert  Land  Act,  and  most 
recently,  the  Water  Supply  Act  of  1958.  that  the  states  have  and  should 
have  the  primary  interest  and  responsibiUty  for  the  control  and  co- 
ordination of  water  use,  a  series  of  judicial  decisions  in  the  last  decade 
and  a  half  has  cast  some  doubt  on  the  authority  of  the  states  to  perform 
their  appropriate  tasks  in  this  field,  and  has  suggested  the  possibility 
of  unlimited  federal  prerogatives  concerning  water  which  casts  doubt 
on  the  basis  of  vested  water  rights  and  weakens  the  ability  of  the  states 
successfully  to  co-ordinate  water  development ;  and 

Whereas,  Factors  involved  in  water  development  are  peculiarly  de- 
pendent on  local  geography,  climate,  and  economic  needs,  and  are 
consequently  best  handled  within  our  federal  system  by  the  state  level 
of  government;  and 

Whereas,  The  traditional  role  of  the  states  in  the  administration, 
conservation  and  utilization  of  their  water  resources  has  led  in  the 
direction  of  optimum  harmonious  development  of  these  water  re- 
sources; and 

Whereas.  Federal  agencies  which  have  complied  with  state  water 
law  in  obedience  to  the  expressed  intent  of  Congress  have  not  thereby 
jeopardized  any  of  the  legitimate  interests  of  the  Federal  Govern- 
ment :  and 

Whereas.  Doubts  raised  by  these  judicial  decisions  as  to  the  basis  of 
vested  water  rights,  present  and  future,  and  doubts  as  to  the  relation- 
ships between  the  federal  and  state  governments  will,  without  correc- 
tive congressional  action,  tend  to  delay  much  needed  water  development 
for  an  indefinite  time  and  discourage  the  states  in  their  efforts  to  make 
such  needed  improvements  in  their  facilities  for  water  resource  plan- 
ning and  development :  now,  therefore,  be  it 
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Resolved  hy  the  Fourteenth  Biennial  General  Assembly  of  the  States, 
That  the  Congress  be  urged  to  restate  iu  unmistakable  and  more 
effective  terms  that  the  states  shall  have  primary  responsibility  and 
authority  for  the  administration  and  development  of  water  resources 
within  their  boundaries,  and  thereby  eliminate  the  doubts  created  by 
recent  judicial  decisions,  and  clarify  the  relations  of  the  federal  and 
state  governments  in  the  water  field,  so  as  to  minimize  litigation  and 
delay  and  allow  water  development  by  the  federal  and  state  govern- 
ments to  proceed  on  a  harmonious  basis. 

3.  THE    INTERSTATE   CONFERENCE   ON   WATER   PROBLEMS 

Whereas,  The  states  are  increasingly  faced  with  intergovernmental 
water  resource  problems;  and 

Whereas,  A  proper  approach  to  their  solution  requires  a  continuing 
mechanism  for  the  pooling  and  interchange  of  experience  and  policies 
in  the  proper  organization  and  execution  of  the  orderly  development, 
use  and  administration  of  water  resources;  and 

Whereas,  These  objectives  cannot  sufficiently  be  obtained  without 
special  attention  to  them  on  a  professional  basis;  and 

Whereas,  The  Interstate  Conference  on  Water  Problems  has  been 
formed  for  these  purposes,  and  has  requested  that  the  Council  of  State 
Governments  assist  in  its  organization  and  operation;  now,  therefore, 
be  it 

Resolved,  That  the  Fourteenth  Biennial  General  Assembly  of  the 
States  recognizes  the  need  for  a  continuing  national  forum  of  repre- 
sentatives of  state  government  interested  in  the  orderly  development, 
use  and  administration  of  water  resources,  and  w^elcomes  the  creation 
and  extension  of  the  Interstate  Conference  on  Water  Problems,  and 
recommends  the  extension  to  said  conference  of  such  services  and  facili- 
ties as  it  may  be  suitable  and  feasible  for  the  Council  of  State  Govern- 
ments to  provide. 

4.  FLOOD   PLAIN    REGULATIONS   AND   FLOOD    INSURANCE 

Despite  extensive  flood  control  measures,  annual  flood  losses  increase. 
In  large  part,  this  is  due  to  the  growing  use  of  flood  plains  for  residen- 
tial, commercial,  industrial,  and  other  purposes. 

In  order  to  consider  the  feasibility  of  various  methods  of  regulating 
the  use  of  flood  plains  and  flood  insurance,  a  Conference  on  Flood 
Regulation  and  Insurance  was  sponsored  jointly  by  the  Council  of  State 
Governments,  the  American  Society  of  Planning  Officials,  the  American 
Institute  of  Planners,  the  American  Society  of  Civil  Engineers,  and  the 
Department  of  Geography  at  the  University  of  Chicago,  in  Chicago, 
Illinois,  on  December  1-2,  1958. 

State  and  federal  officials  attending  this  conference  adopted  a  state- 
ment of  conclusions  regarding  desirable  state  and  federal  action  in  this 
area.  The  Fourteenth  Biennial  General  Assembly  of  the  States,  recog- 
nizing the  need  for  action  to  cope  with  this  problem,  commends  to  the 
attention  of  the  states  and  the  Federal  Government  the  conclusions 
reached  by  the  conference,  and  urges  their  implementation  by  necessary 
administrative  and  legislative  action. 
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5.      STATEHOOD   FOR   HAWAII 

Whereas,  By  tradition,  precedent  and  every  reasonable  test,  Hawaii 
is  qualified  to  be  admitted  as  a  state  of  the  United  States,  and  the 
people  of  Hawaii  should  no  longer  be  denied  the  status  to  which  they 
have  steadfastly  aspired ;  now,  therefore,  be  it 

Resolved,  That  the  Fourteenth  Biennial  General  Assembly  of  the 
States  hereby  pledges  its  wholehearted  support  of  the  aspirations  of 
Hawaii  and  recommends  the  early  passage  of  statehood  legislation  by 
the  Eight}' -sixth  Congress  of  the  United  States ;  and  be  it  further 

Resolved,  That  the  Secretary  of  this  Conference  is  directed  to  send 
copies  of  this  resolution  to  the  President  of  the  United  States  and  the 
following  leaders  of  the  Eighty-sixth  Congress:  the  President  of  the 
Senate,  the  Speaker  of  the  House  of  Representatives,  the  Chairman 
of  the  Senate  Committee  on  Interior  and  Insular  Affairs,  and  the  Chair- 
man of  the  House  Committee  on  Interior  and  Insular  Affairs. 

6.      MENTAL    RETARDATION 

Whereas,  The  problems  of  the  mentally  retarded  are  of  increasing 
concern  to  the  states;  and 

Whereas,  The  Council  of  State  Governments  Committee  on  IMental 
Retardation  recently  called  a  special  two-day  meeting  of  outstanding 
experts  in  the  field  to  suggest  recommendations  for  organizing  a  com- 
prehensive program  to  meet  the  needs  of  the  mentally  retarded ;  and 

Whereas,  The  conference  has  prepared  a  report  of  its  conclusions  for 
submission  to  the  states ;  now,  therefore,  be  it 

Resolved,  That  the  Fourteenth  Biennial  General  Assembly  of  the 
States,  meeting  in  Chicago,  December  4-5,  1958,  requests  the  Council  of 
State  Governments  to  forward  the  report  and  recommendations  to  the 
Commissions  on  Interstate  Co-operation  and  interested  state  officials 
for  their  early  consideration  and  appropriate  action. 

7.     AGING 

Whereas,  The  increase  in  the  number  of  senior  citizens  in  our  popu- 
lation raises  important  questions  of  maintaining  the  health  and  produc- 
tive opportunity  of  our  older  citizens ;  and 

Whereas,  Voluntary  agencies  and  government  at  all  levels  are  in- 
creasingly interested  in  an  effective  approach  to  meeting  the  needs  of 
the  aging ;  and 

Whereas,  The  Congress  recently  passed  legislation  calling  for  a 
White  House  Conference  on  Aging  in  January,  1961,  to  be  preceded  by 
conferences  in  the  states ;  now^,  therefore,  be  it 

Resolved,  That  this  Fourteenth  Biennial  General  Assembly  of  the 
States  urges  all  states  to  give  increased  attention  to  insuring  the  produc- 
tive contributions  of  all  citizens  as  they  grow  older,  and  further  recom- 
mends that  the  Committee  on  Aging  of  the  Council  of  State  Govern- 
ments make  available  to  the  commissions  on  interstate  co-operation 
and  other  interested  legislators  and  state  officials  all  information  on 
effective  methods  of  state  co-operation  in  the  meetings  leading  to  the 
White  House  Conference  on  Aging. 
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8.      CONTROL  OF   VIRULENT   HOG   CHOLERA  VIRUS 

Whereas,  Hog  cholera  is  the  No.  1  killer  of  swine  in  the  United 
States,  causing  losses  to  livestock  producers  of  up  to  $60,000,000  annu- 
ally; and 

Whereas,  Because  of  the  prevalence  of  hog  cholera  in  this  Country, 
our  pork  products  are  denied  entry  into  many  foreign  countries ;  and 

Whereas,  It  is  recognized  by  informed  authorities  in  the  field  of 
veterinary  medicine  that  use  of  virulent  hog  cholera  virus  is  an  import- 
ant contributing  factor  in  the  dissemination  of  hog  cholera ;  and 

Whereas,  Alternative  vaccination  methods  for  prevention  of  hog 
cholera  are  now  available  which  are  both  effective  and  safe ;  and 

Whereas,  Eighteen  states  have  adopted  legislation  prohibiting  the 
use  of  virulent  hog  cholera  virus,  except  for  the  express  purpose  of 
producing  antihog-cholera  serum  in  duty  licensed  establishments  or  for 
purposes  of  research  under  adequate  regulatory  supervision ;  now, 
therefore,  be  it 

Resolved  hy  the  Fourteenth  Biennial  General  Assembly  of  the  States, 
That  legislation  to  control  the  use  of  virulent  hog  cholera  virus  be 
given  serious  consideration  by  the  states  in  which  adequate  control 
measures  are  not  presently  in  effect. 

9.      HIGHWAY  SAFETY 

Whereas,  It  seems  apparent  that  one  of  the  principal  means  by 
which  death  on  the  highways  may  be  combatted  is  through  the  effective 
control  of  the  issuance,  suspension  and  revocation  of  drivers'  licenses; 
and 

Whereas,  Within  the  Council  of  State  Governments,  there  are  vari- 
ous regional  and  national  groups  concerned  with  highway  safety;  and 

Whereas,  Death  on  the  highways  continues  to  be  a  major  problem 
facing  the  states ;  now,  therefore,  be  it 

Resolved,  That  this  Fourteenth  Biennial  General  Assembly  of  the 
States  in  session  in  Chicago,  December  4-5,  1958,  hereby  recommends 
that  the  regional  and  national  groups  of  the  Council  of  State  Govern- 
ments concerned  with  highway  safety  devote  special  attention  to  the 
control  of  driver  licensing  as  a  key  to  highway  safety. 

10.      FEDERAL-STATE    RELATIONS 

Whereas,  There  has  been  established  a  Joint  Federal-State  Action 
Committee,  composed  of  representatives  of  the  highest  echelons  of  the 
executive  branches  at  the  federal  and  state  levels  of  government;  and 

Whereas,  This  committee  has  for  the  first  time  provided  a  continuing 
medium  for  consultation  and  deliberation  on.  the  proper  division  of 
responsibility  for  providing  services ;  and 

Whereas,  The  committee  in  its  reports  has  proposed  action  recom- 
mendations designed  to  strengthen  our  federal  system ;  and 

Whereas,  Action  on  the  committee  recommendations  will  be  required 
by  the  legislative  branches  at  the  federal  and  state  levels;  now,  there- 
fore, be  it 

Resolved  by  the  Fourteenth  Biennial  General  AsseniMy  of  the  States, 
meeting  in  Chicago  Decemher  4-5,  1958,  That  the  governors  and  state 
legislatures  are  urged  to  give  early  consideration  to  the  recommenda- 
tions of  the  Joint  Federal-State  Action  Committee  requiring  state  im- 
plementation; and  be  it  further 
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Resolved,  That  the  General  Assembly  express  its  deep  appreciation  to 
Governor  Lane  Dwinnell  of  New  Hampshire  and  the  members  of  the 
joint  committee  for  their  devoted  efforts  and  thoughtful  deliberations 
on  these  matters  of  basic  concern  to  the  Nation,  and  urges  the  continu- 
ation of  this  joint  endeavor. 


CALENDAR   OF   WESTERN   AND    NATIONAL    INTERSTATE    CONFERENCES 
1957  1957-1958 

January  12-13  Western  Interstate  Committee  on  Highway  Policy  Problems,  Sub- 

committee on  Legislative  Problems  of  Highway  Operations,  San 
Francisco,  California 

February  22-23        Governors'  Conference  Executive  Committee,  Chandler,  Arizona 

April  10-11  Western  Regional  Conference  on  Education  Beyond  High  School, 

San  Francisco,  California 

April  26-27  Western  Governors'  Conference,  Reno,  Nevada 

April  28-30  Conference  of  Western  Attorneys  General,  Las  Vegas,  Nevada 

May  10-11  Federal-state    Conference    on    the    States    and    Civilian    Use    of 

Atomic  Energy,  Chicago,  Illinois 

May  12  Interstate  Mental  Health  Compact  Administrators,  Chicago,  Uli- 


June  23-26  Governors'  Conference,  Williamsburg,  Virginia 

June  23-26  National  Association  of  Attorneys  General,  Sun  Valley,  Idaho 

July  9-14  Conference  of  Chief  Justices  and  National  Conference  of  Court 

Administrative  Officers,  New  York,  New  York 

July  12-13  Western    Interstate    Committee    on    Highway    Policy    Problems, 

Boise,  Idaho 

August  9-10  Joint  Federal-state  Action  Committee,  Hershey,  Pennsylvania 

August  16  Juvenile  Compact  Administrators,  Chicago,  Illinois 

August  17-18  Parole  and  Probation  Compact  Administrators,  Chicago,  Illinois 

September  5-6  Committee    of    State    Officials    on    Suggested    State    Legislation, 

Washington,  D.  C. 

September  8-13        Western  Regional   Conference   of  the   Council  of   State   Govern- 
ments, Seattle,  Washington 

September  12  Western   Interstate    Committee    on   Agriculture,    Seattle,   Wash- 

ington 

September  IG-IS      National  Association   of  State  Budget  Officers,   Oklahoma   City, 
Oklahoma 

October  3-4  Joint  Federal-state  Action  Committee,  Chicago,  Illinois 

October  3-5  Reciprocal  Support  Conference,  Hot  Springs,  Arkansas 

October  17  Joint  Conference  on  Reciprocity  and  Proration,  Phoenix,  Arizona 

October  17-19  National  Legislative  Conference,  Oklahoma  City,  Oklahoma 

October  29- 

Novembcr  2  National  Association  of  State  Purchasing  Officials,  New  Orleans, 

Louisiana 

November  1-2  Western  Interstate  Committee  on  Highway  Policy  Problems,  San 

Francisco,  California 

November  14-15       Joint  Federal-state  Action  Committee,  Washington,  D.  C. 
December  6-7  Board  of  Managers,  Council  of  State  Governments,  Hot  Springs, 

Arkansas 
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1958 

February  23-26        Western  Governors'  Conference,  Colorado  Springs,  Colorado 

March  10-11  Joint  Federal-state  Action  Committee,  Nashville,  Tennessee 

March  20-22  Conference  of  State  Higher  Education  Study  Commissions,  Chi- 

cago, Illinois 

April  10-12  Highway   Safety  Meeting    (Governors'   Conference   Special   Com- 

mittee  and   Automobile   Manufacturers   Association),   Detroit, 
Michigan 

April  13-15  Conference  of  Western  Attorneys  General,  Portland,  Oregon 

April  27-29  Western    Regional   Legislative   Workshop    on   Financing   Higher 

Education,  Denver,  Colorado 

May  11  Interstate  Mental   Health   Compact  Conference,   San  Francisco, 

California 

May  18-21  Governors'  Conference,  Bal  Harbour,  Florida 

May  22-23  Juvenile  Compact  Administrators  Association,  Miami,  Florida 

June  6  Joint    Interregional    Conference    on    Water    Problems,    Chicago, 

Illinois 

June  8-11  National  Association  of  Attorneys  General,  Chicago,  Illinois 

July  24-25  Western    Interstate    Committee    on    Highway    Policy    Problems, 

Seattle,  Washington 

August  11-14  National   Association   of   State   Budget   Officers,    San   Francisco, 

California 

August  19-23  Conference  of  Chief  Justices  and  National  Conference  of  Court 

Administrative  Officers,  Pasadena,  California 

August  25-26  Western  Interstate  Committee  on  Agriculture,  Reno,  Nevada 

September  3-4  Committee    of    State    Officials    on    Suggested    State    Legislation, 

Washington,  D.  C. 

September  6-7  Parole  and  Probation  Compact  Administrators  Association,  De- 

troit, Michigan 

September  8-9  Joint  Federal-state  Action  Committee,  Hanover,  New  Hampshire 

September  16-20      National  Legislative  Conference,  Boston,  Massachusetts 

November  9-13         Western  Regional  Conference  of  the  Council   of   State   Govern- 
ments, Los  Angeles,  California 

November  11-14       National  Association  of  State  Purchasing  Officials,  Miami  Beach, 
Florida 

November  12-13       Western  Interstate  Committee  on  Highway  Policy  Problems,  Los 
Angeles,  California 

November  19-21       Reciprocal  Support  Conference,  Miami  Beach,  Florida 

November  23-26       Western  Governors'  Conference,  Honolulu,  Hawaii 

December  3  Board    of   Managers,    Council    of    State    Governments,    Chicago, 

Illinois 

December  3  Joint    Interregional    Conference    on    Water    Problems,    Chicago, 

Illinois 

December  4-5  General  Assembly  of  the  States,  Chicago,  Illinois 

December  7-10         Western  Legislative   Conference  on  Highway   Safety   Problems, 
Salt  Lake  City,  Utah 
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ORGANIZATIONS  AFFILIATED  WITH  THE  COUNCIL  OF 
STATE  GOVERNMENTS 

The  Governors'  Conference.  Organized  in  1908.  Composed  of  all  the  governors  of  the 
states  and  territories. 

The  Conference  of  Chief  Justices.  Organized  in  1949.  Composed  of  the  chief  justices 
of  all  the  states'  supreme  courts. 

The  National  Association  of  Attorneys  General.  Organized  in  1907.  Includes  all 
state  and  territorial  attorneys  general,  their  assistants  and  deputies. 

The  National  Association  of  State  Budget  OflScers.  Organized  in  1945.  Composed 
of  all  state  and  territorial  budget  officers,  their  assistants  and  deputies. 

The  National  Legislative  Conference.  Organized  in  1948  and  known  until  1954  as 
the  Legislative  Service  Conference  and  in  1955  as  the  National  Association  of 
Legislative  Service  Agencies.  Membership  includes  legislators  and  other  officers 
of  legislative  sen'ice  agencies. 

The  National  Association  of  State  Purchasing  Officials.  Organized  in  1947.  Com- 
posed of  all  state  and  territorial  purchasing  officials,  their  assistants  and  deputies. 

The  Parole  and  Probation  Compact  Administrators'  Association.  Organized  in  1945 
and   known   until    1954   as   an   Association   of   Administrators   of   the    Interstate 

Compact  for  the  Supervision  of  Parolees  and  Probationers.  Comprises  administra- 
tors of  the  compact,  their  assistants  and  deputies. 

The  National  Conference  of  Commissioners  on  Uniform  State  Laws.  Organized  in 
1892.  Composed  of  from  one  to  five  Commissioners  from  each  state,  appointed  by 
their  respective  Governors.  The  conference  has  a  co-operative  agreement  with  the 
Council  of  State  Governments. 

The  Interstate  Conference  on  Water  Problems.  Organized  in  1958. 

PUBLICATIONS 
THE  COUNCIL  OF  STATE  GOVERNMENTS 

GENERAL  REFERENCE 
The  Book  of  ihe  States,  1958-1959.  The  standard,  biennial  reference  work  on  state 

affairs. 
The  Book  of  the  States  Sitpplement  to  be  issued  in  1959.  The  first  to  be  published 

early  in  1959,  will  list  elective  state  oflScials  and  legislators  as  of  that  time.  The 

second,    to    appear   in   mid-1959,   will   contain    rosters   of   administrative   officials 

classified  by  function. 

PERIODICALS  AND   PROCEEDINGS 

State  Government.  The  journal  of  state  affairs.  Quarterly. 

State  Government  News.  Monthly  newsletter  on  state  governmental  action  and  de- 
velopments. 

Digest  of  Oinnions  of  Attorney  General.  Weekly. 

Legislative  Session  Sheet.  Weekly  listing  of  current  legislative  sessions  and  recent 
adjournments. 

Proceedings 

Governors'    Conference    (1957).   Issues   are   also   available   for   1953,   1954,   1955 

and  1956. 
National  Association  of  Attorneys  General   (1957).  Issues  are  also  available  for 
1952,  1953,  1954,  1955  and  1956. 

SPECIAL  STUDIES  AND   REPORTS 
The  States  and  the  Metropolitan  Problem.  A  study  of  the  problem  of  government  in 
metropolitan  areas.  1956.  153  pp. 

Federal  Grants-In-Aid  to  States.  Analysis  of  laws  in  force  on  September  10,  1956. 
1956.  108  pp. 

Intergovernmental  Relations  in  the  United  States.  An  annotated  chronology  of 
significant  events,  developments,  and  publications  with  particular  reference  to  the 
period  of  the  last  50  years.  1958.  110  pp. 
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The  Effects  of  Griffin  v.  Illinois  on  the  States'  Administration  of  Criminal  Law. 
1957.  27  pp. 

Reciprocal  State  Legislation  to  Enforce  the  Support  of  Dependents.  A  manual  of 
procedure  with  respect  to  legislation  enacted  by  all  the  states  and  five  other 
jurisdictions.  1958. 

Handhooh  on  Interstate  Crime  Control.  1955.  152  pp. 

Interstate  Compacts,  1783-1956.  A  compilation  of  basic  references  to  interstate  com- 
pacts. 1956.  56  pp. 

The  Interstate  Compact  Since  1925.  By  Frederick  L.  Zimmerman  and  Mitchell  Wen- 
dell. 1951.  144  pp. 

Planning  Services  for  State  Oovernment.  A  summary  of  the  need  and  suggestions 
for  organization.  1956.  70  pp. 

A  State  Department  of  Administration.  A  handbook  on  the  possible  structures, 
powers,  and  functions  of  central  state  departments  of  administration.  1957.  36  pp. 

The  Governors  of  the  States  1900-1958.  Lists  the  names,  terms,  parties  and  places 
of  residence  of  the  Governors  from  the  turn  of  the  century  on.  1957.  55  pp. 

Summaries  of  Contsitutional  and  Statutory  Provisions  Granting  Administrative 
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Purchasing  hy  the  States.  1956.  44  pp. 
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Index  to  Suggested  Slate  Legislation:  Programs  for  1941-1957.  1956.  45  pp. 

Constitutional  and  Statutory  Provisions  of  the  States.  A  series  of  bulletins  prepared 
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